«

(GDP) (proxy)

(wealth)



(Monetization)

Aghevli' (1979) '

“ .. in general, the long run income elasticities tend to be grater than unity, which is a
fairly standard result  developing countries. For financially developed economies one would
expect a proportional relationship between real income and real money balance, but in
developing economics the demand for money balance may well raise at a faster rate than
income because of monetization, limited opportunities to economize on cash balances and the

paucity of other financial assets in which to hold savings. “

Friedman <1971)2

“ there is no reason why the elasticity of the demand for money with respect to per
capita real income should not be either less than one or greater than one at any particular
level of income or why it should be the same at all levels of real income. The empirical
evidence seem to indicate that the elasticity is generally greater than unity, perhaps the
neighbourhood of 1.5 to 2.0 for economies in a period of rapid economic development and of

1.0 to 1.5 for other circumstance”

2523

Aghevli 1M. Khan. p. Narvekar and A Short, “Monetary Policy = Selected Developing Countries”, IMF Staff Papers, Vol 26 (1979)

60

2M. Friedman, “ A Monetary theroy of Nominal Income”,  Clayton, Gilbert and Sedgwiek, Monetary Theory and Monetary Policy the 70s, Oxford. Oxford

Uhversity Hess,(197)
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Monetization

(real asset)

(multicollinearity problem)

Darrat (1985) Akhtar (1989) Wilaipich (1994)

Tseng

and Corger (1991) Hataiseree (1993) Masih and Masih (1996)
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rate)

(cpi, - cpiMcpiM)

(Adaptive Expection)

12 (ttime)

35 8 «l'

(79

(Consumer Price Index : CPI) 4

?!

(relative interest rate)

(growth

(Financial
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companies’'s promissory hote)

(Government  Bond)

dividend yield: DvD)

(SET

(Quote rate)

Index) (market

(market price pe. earning ratio: PE)
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(Monetization)
(Quasi

money/ML: inno)

(foreign interest rate: R)

Arango and Nedr» (1982), Darat (1986),
Arize (1991,1992), Raktabut (1988) A Masih and R Masih(199G)

Hataiseree (1994) Tseng and Corger (1994)
R Euro-Dollar rate ?

(small open economy)

inno

(Portfolio  shift)



(Automatic Fund Transfer System  ATS)

fund Transfer at Point of sales

(Quasi-money)

]

Hataiseree

Wilaipich

(Market Price per Eaming Ratio: PIE)

8 *«

m

» »

«

. EFT/POS)

(Market Dividend! Yield: DVD)

»

(ATM)

(Electronic
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3 = f(y, R} R inno, foreign) I %))
23 = f3ay, R R, inno, foreign) @2
m,d =
21 =
y -
RO =
R =
inno =
foreign =
+ -+ - -

1 = D+ <xlny, + (X2nRQ + OtanRjt + GZIninno, + (XgInforeign, + £1, (4.3

+ + + / - +

2 =Po + ptny, + panRQ+ P3INRtt + P4n no1 + PBNoreignt+£2  44)

0,>0 a2h4ab<o a3

pvp2 P4>0 P5 <0 P3
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4.2

(adjustment cost)

(lad adjustment)

Correction Mechanism (ECM)

421 Partial adjustment
PAM
PAM
Chow<1966)
(2973 Chow

(Portfolio adjustment cost)

N

, 43 @4

(Imperfect Information)

?

Partial adjustment (PAM) Error

(actual money  holding)

Real Partial adjustment
Nominal Partial adjustment Goldfeld

) (real term)

(actual money holding)
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Chow

Goldfeld

1=6c(Jnnt- ) 0<5G1 . @5
(actual level) (real term)
(desired level) (real term)

(speed of adjustment) Chow

2
linearly homogeneous
Goldfeld
(nominal term)
M-In 1=0F *Pl- M) 0<OGlL (4.6)
(Norminal actual money holding)
GDP Deflator
(desired level) (real term)

(speed of adjustment) Goldfeld
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@5 46 1 L PAM RullHog
linear fucntion 4.5)

PAM Chow

= Pco + p<dnyt+ PginRo, + PcjInRit + pcd4ninnot + P Anforeingt @7
+ (1:0Q Inmt. 1 + OaJa

pd= ' a, Sc

(4.6) o real term P
PAM Goldfeld

Inm(= P@+ Pdnyt + P@&nRa + PG3nRIt + P GIni'™°f + P @nforeignt _ (4.8)
+<1-0Q (Mt.Ipt)+80 G

PA= (X .o¢
G = 0 Get
PAM
@ 4.8
Chow

linear homogeneous
Goldfeld
(lag adjustment) PAM
Goldfeld



422

ECM

Adjustment)

Cointegration

regression)

ECM

Error Correction
PAM
ECM
2 (Short run  Dynamic
(Cointegration-  regression)
ECM
(Long run eqilibrium  existence)
, (spurious
, (non-statiori3ry)
(First Differencing) (Stationary)



Cointegration ECM EQM
Alnm, = PO+ pJMAInY,.i+ P2|>InRO0,.* P31 AINR, 11 4.9
4 5 6

+ P*]C Alninno,,j + Ps™Al 'Faegnt.j + p& X Alnm,., + p-U(-i+ st
i=0 i=0 =i

n Error Correction term
Cointegration
: (lag)
8, ECM
A (first differencing operator)
ECM ECM
ECM Cointegration (regressing)

(first dirrencing)

Error Correction term

Alnm, = Po+2 [PilAlnyt_i+ p 2AInNRAL % p JAInR|j,.1+ p 4Alninno,.1 _ 4.10)
i=0

+ p 8 Alnforeign,., + pdAlnm,.,.J + p.j, .1+ 8,
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(ag length) Miller (1991) ?
S 1 ) Akaike
(Akaike's final prediction error : Akaike's HE) Hendry (Generd to
Specific) * Miller
lag 34 ?
PAM
6
Iff ' ? 5
(Mt. D) 1
1- 0
ECM two stage

Engle and Granger (1987)

1 Stationary

(order of integration)

2. (regressing)

Cointegration (OLS)



3. Stationary
4. ECM
4.4
441 Stationary
Stationary

Dickey and Fuller (1973,1981)

unit root
unit root ,
unit root Dickey and Fuller
Autoregressing (4.11)
Y, = pv,1+ 1
@41
Ay, = OY, +
8 = p-
unit root regressing

(4.19)

(non-stationary)

@41)

612

(413) (414
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Ay! - 5y!| + (4.13)
AY, = L+ OY,1+ (4.14)
(4.15)

Ay, = a +pT + Oy, +

(Time Trend)

Trend Stationary

(Random variable)

N}
O

HO: 0 =0

unit root (L) ; d>0)

Dickey and Fuller

unit root Augmentd Dickey - Fuller ADF test

74

unit

, (error term)

root

(higher-order autoregressive moving average processes)

(4.16)



Ay, = a +pi +0Y,1+ ~ £ ay,i + , (4.16)
P (lagged
value of first difference) I« (autocorrelation)
, Dickey-Fuller

(4.16) unit root
unit oot t

(t-statistic) 5 Y, t
t ADF unit root

N
N «

(spurious relationship)

(Long-run equilibrium relationship)

4.4.2 Cointegration Error Correction :

(Traditional econometric analysis; OLS, TSLS)

?

Stationary 5

6 . "« « "1 ] (Gaw® « «
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3 (pre-filtering  data) (first
differencing) Box and Jenkin (1970) ' ' Stationary
?
Cointegration ECM
?

(Cointegration exist)

0 -

Stationary @17

) Stationary Z(
Stationary Y, X,
Y, = a +px, +2Z1 4.17)
Z, Augmented Engle
and Granger (AEG)

(4.19)

Eftv = E(Y.J givnij>] »

Var(Yt) VarfY,J ? t
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(absolute) y Mckinon

(non-Cointegration)

ECM
Av, = a + £ [P.Ax, +p2AviH]+yz,, + , (4.19)
(4.129)
.3
Y, X, Y,
X, Yy
Xl
ECM
y Y,
y

4.5



, Consistency
Friedman (1956) ! '

(Fundamental  Structural Change)

Akhtar (1983)

“ The question of stationary commonly arise when the money demand function is
examined over a sample period spanning over 50 years or more and/or having two distinct

economic regimes within a relative short period”

CUSUMQ Test

CUSUMQ Test

(Cumulative Sum) recursive residual
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1 CUSUM ! residual

1 a iy t=k+1,.,T
1
V= Tk
T= ' - k
CUSUM Test model specification
change ' » recursive residual

function form

recursive residual

ZilaylT-k +2a(t-k)/(T-k)'2]

a= 1143 1%
=0.948 5%
=0.850 10%

structural

residual
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R L Brown, J. Durbin, and J. M. Evans (1975)6 CUSUMQ Test
CUSUM Test
structural break CUSUMQ Test
;= Vil 1= k+1,.,T

(Systemmetically disturbance) :
Beta (Beta disturbance)
(t-k)/{T-k)

ww =100+ (t--k)I(T-k)

Co
‘ CUSUM CUSUMQ Test
structural break miss-specific
residual ' i Harvey (1990)7

“The CUSUMQ plot provides a useful complement to the CUSUM plot. It may be
applied with OLS as well as recursive residuals, although the test procedure assumes that
the residuals are NID(0,69. When used with recursive residuals it should provide a means

of detecting a structural break. As regards other types of misspecification, both OLS and

6R. L. Brown, J Durbin, and J M Evens, "Techniques tor Testing the Constancy of Regression Relationships over Time, “ Journal of the Royal Statistical
Society. Series B. 37 (1975)

7A. C. Harvey , The Econometric Analysis of Time Series ,2rd edition (London Philip Allan, 1990)
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