2
4.1
4.2
41 h
41.1
Haque and Montiel (the

level of international capital mobility)
(domestic market-clearing interest rate, i )
(uncovered Interest Parity Interest Rate 1i )
(domestic market-
clearing interest rate that would be observed ifthe private capital account were completely
closed 1)

Wis (- N1 (1)



Haque and Montiel Approach *

the standard money supply identity :
M=R+ D 2)

domestic money supply

domestic - currency value of foreign exchange reserves
stock of domestic credit outstanding

M =Rl+ D+ Ar (3)

A first difference operator (R-RJ
the balance of payments identity :

Ar = CA+ KX + Ky (4)
CA domestic - currency value of the current account
KAq domestic - currency value of the public capital account
KAp domestic - currency value of the private capital account
4) 3)

M = R1+ D+ CA+Kg+ Ky 5)

The money supply that would correspond to a situation with a closed private capital
account,

m R1+ D+ CA+ Ky (0)
M - KAp  (the actual money supply less the portion of reserve
flows accounted for by private capital movements)



demand for money takes the conventional form :

log(M/P) = a0+ «1 + Ot2logy + a3log (MP )1+ adrte (7)
«lad<0 ,«2,«3>0

Then the interest rate \" is that value of | which satisfies the money-market equilibrium
condition :

log (nVP) = log (M°/P) 8)

L@ o (9) i (7)

=3
S
=
—
O
SN—
1"

«0+ «l" + «2 gy + «3log (MP)., + «4Te

log (nVP) -« 0- «2logy - «3log(MP)1-a, T
-(«0/«) + (1 «log (MIP) - («2/ «Jlogy

- («3/ « Dlog (MIP).L1- («4/ « ]kl . 9

X
=
]

—
11

(4

o=\t + (L-\)[-((*0/ad+ (1 a,)log (M/P) - (a2/ « Jlogy
- (a3/ « Jlog (MP).1- («4] « ] T&] (20)

(i) (10) (7
log (MP) = « 0+ «L[WFL + (L- W) (- («O/« D + (LI« log (MIP)

-(«2/ «Dlogy - («3/ « Jlog (MP).1-(«4l « ] Tte]
+« 2ogy + « 3log (MP>1+ « 47 (11)
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(12) $ (12)
log (M/P) = Oft0+ -aQl-\) + (L-V|)log (MIP)
-a2(l-\\ logy -a3l-\|[) (MP).L-041- V)7C
+ Qlogy + a3log(M/P).1+a X
log (M/P) = a0ll-1(1- V)] + a, ¥ + (L-W)log (MIP)

+a2[l-11-V]logy + a3[1-1(1- VI)]log (MP).1
+ 0CA[L -1(1 - WK

log (M°/P) allf + a™i* + (1- \|/) log (M/P) + Ot logy
+ a3\|/log (MP).1+ a 4\|/ & (12)

(12) A A

log (MDP) = 10+ 11* + I2log (mVP) + I3logy+ I4log (MP)1+15 (13

10 = ad|
l, = al\ll <o
2= 4-V) ;0< 1Xl
13 = a2l so
14 = a3\ >0
16 = ad4\[7 <0
log (MdP) = (real

money supply :log ( M/P))
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log (M'/P)

11
O

log y
log (MIP) 1

o ©n

Haque and Montiel 2

(Basket of
Currencies) 25217 2528
2533
2. 2533
3539

««

3 12 = (-

0 = (1-12)
(13) ?
Haque and Montiel
Ordinary Least Square
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4.2
42.1 tt,
Fry *  Financial Development Model in the steady
State ( ) (Simultaneous Equation Model)
« « « «
GDIY = c(1) +¢(2) GR +¢(3) GR1+ c(4) KY1+c(5) MLRI
+¢(6) FSY (4 1)
« « «
GNSY = c¢(11) + ¢(12)GR + ¢(13) FSY +¢(14)TR1 +c(15)INF
+¢(16) YN +¢(17) GNSY 1 (4.2)
« « «

HHY = ¢(21) +¢(22) GR +¢(23) DR + ¢(24) CFPY + ¢(25) TRL + ¢(26) INF

+0(27) HHY 1+ ¢(28) DCGR (4.3)
BINCY = 0(31) +¢(32) GR + ¢(33) MLRL + c(34) CFPY + ¢(35) INF (4.4)
FINY = (41) +¢(42) GR +¢(43) CFPY + c(44) DIFFL + ¢(45) DCY (4.5)

GOVY = 0(51) + ¢(52) GR + ¢(53) CFGY + ¢(54) GREVY + ¢(55) GOVY.,
+¢(56) INF (4.6)
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«

CFPY = ¢(61) +¢(62) GR +¢(63) RD + c(64) ER + c(65) DUML (4.7)
CFGY = ¢(71) +¢(72) GR +¢(73) YN +c(74) ER (4.8)
«
GNSY = HHY + BINCY + FINY + GOVY + BSEY (4.9)
FSY = CFPY + CFGY (4.10)
GDIY = GNSY + FSY (4.11)
422
1 « « GIY)
(GR) (The Accelerator Model)
' 1
(GR)
(GRy
(KY D
(KY.)
1 ?



(MLR-
(MLR1)

f (FSY)

GDIY = C(1) +C(2)GR +C(3)GR1+ C(4)KY1+ C(5)MLR1+C(6)FSY
(- 1c(2) >0, ¢(3) >0, c(4) <0, c(5) <0, c(6) >0)

2. « (GNSY)

(GR)

propensity to save)

n~R1t Friedman

63

(4.1)

(marginal
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ANR
Pigue effect

(FSY)

(GNSY ]
(GNSY.) Left and Sato ( 28)

GNSY = 0(L1) + ¢(12) GR + c(13) FSY + ¢(14) TRL + ¢(15) INF + ¢(L6) YN
+¢(17) GNSY 1 (4.2)
( 10(12) >0, 0(L3) <0, C(14) >0, 0(15) >0, 0(16) >0, 0(L7) >0)

3. (HHY)
(GR) (Absolute Income
Hypothesis) ?
2
(DR)

3 (DR : Dependency Ratio)

2 ? 2537

3 750
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Y] ? (CFPY) ?
2 2 ? 2 9 2
? 2 ? ?
2 2 2 2 2 ?
2 ? (TR ? ?
? 2 2 "9 2 2
? 2 ? 2
9 (INF) 2aad ? ?
? 2 2 2 9 2
? 2 9 ? 2 4
? ? (DCGFO 77
2 9 2 2 9
7 ? ? ? ?
2 2 ?
? ? (HHY ) ? ? ?
? Leff and Sato ( 28) ?
? ? ? ?

HHY = 0(21) +¢(22) GR +¢(23) DR + ¢(24) CFPY +¢(25) TRL + ¢(26) INF
+C(27) HHY 1+ 0(28) DCGR (43)
( 10(22) >0, 0(23) <0, C(24) <0, ¢(25) >0, ¢(26) >0, ¢(27) >0, ¢(28) <)

4 Chalongphob Sussangkam and Francis Cripps. Extemal Constraints on Thailand ' Economic
Growth : Past Trends and Future Developments. MacroEconomic Policy Program.  Thailand
Development Research Intitute. 1986.



(CFPY)

(MLRY)

(INF)

BINCY = 0(31) +¢(32) GR +¢(33) MLRL + c(34) CFPY + ¢(35) INF
(,0(32) 0,0(33) <0,0(34) >0, 0(35) )
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GDP)

67

(CFPY)

(DIFF1)

(DCY)

" (DCY : Domestic Credit /

5%
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FINY = c(41) +c(42) GR + ¢(43) CFPY + c(44) DIFFL + C(45) DCY (4.5)
( 1c(42) 50, C(43) >0, c(44) 0, c(45) >0)

6. ‘ad« (GOwW)

(GRL
(GREVY)
(CFGY1 $
I
(INF)

(GOVY3

(GOVYy) Left and Sato (  28)
K. B. Griffin and J. L. Enos. Foreign Assistance : Objectives and Consequences.

Economic Development and Cultural Change 18 (April 1970) : 313-327.



GOVY = ¢(51) + ¢(52) GR + ¢(53) CFGY + c(54) GREVY +¢(55) GOVY1
+0(56) INF
(,c(52) >0. C(53) <0, ¢(54) >0, ¢(55) >0,c(56) >0)

1. ; (CFPY)

(Ftp)

(interest rate parity)

(DUMP It

CFPY = 0(61) + ¢(62) GR + ¢(63) RD + c(64) ER + ¢(65) DUML
( 1c(62) >0, C(62) >0, c(64) <0, o(65) >0)

(4.6)

(4.7)
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CFGY = ¢(71) + ¢(72) GR +¢(73) YN + ¢(74) ER
( 1c(72) <0, C(73) <0, ¢(74) <0)

(GOVY)

(BINCY)

(GNSY)

(BSEY)

(FINY)

GNSY = HHY + BINCY + FINY + GOVY + BSEY

10

(CRGY)
? ?
7 9 2 2
? ?
2
(4.8)
(HHY) ?



(CFPY)

FSY = CFPY + CFGY

(GNSY)

GDIY = GNSY +FSY

«

1.GR
2.DR
3.TR1

4. HHY 1
5.MLR1
6.INF
7.DIFF1
8§.DCY
9.GREVY
10.GOVY 1
11.FSY
12.CFPY
13.CFGY
14 YN
15.GR,
16.KY,
17.GNSY,
18.0CGR

41

««K

(GDIY)

(FSY)
(CFGY)

(GNSY)

(GDIY)
(FSY)
« (HHY)
(BINCY) (FINY)
+ + ¥
+
+
+ +

(410)

(4.10)

«

(GOVY)

ik
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Least Square (TSLS)

over - identified

12

Two Stage
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