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A Survey of Recent Empirical Money
Demand Studies

SUBRAMANIAN S. SRIRAM*

This paper surveys a selected number of studies that evaluated the demand for
money using the error-correction model approach in the 1990s across a range of
industrial and developing countries. It briefly presents issues relevant to modeling
and estimating the demand for money; and synthesizes information concerning
variables, data period and frequency, unit root and cointegration techniques,
stability tests, and findings in a tabular form. In addition, it presents estimated
long-run income elasticity and elasticities or semi-elasticities for opportunity cost
and other variables in a comparable framework. It aims to provide a reference
tool for future research on demand for money in various countries. [JEL E41]

emand for money plays a major role in macroeconomic analysis, especially
in selecting appropriate monetary policy actions. Consequently, a steady
stream of theoretical and empirical research has been carried out worldwide over
the past several decades. The interest has, however, heightened in recent years,
triggered primarily by the concern among central banks and researchers on the
impact of the movement toward flexible exchange rate regime, globalization of
capital markets, ongoing domestic financial liberalization and innovation,
advancement in time series econometrics, and country-specific issues.
The extensive literature underscores two major points relevant to modeling
and estimating the demand for money: variable selection and representation, and

*This paper was written while the author was with the IMF Research Department; currently heis an
Economist in the IMF Statistics Department. He thanks Michael D. Bradley and Frederick L. Joutz of
George Washington University; Charles Adams, James Boughton, and Timothy D. Lane of the IMF; Neil
Ericsson of the Board of Governors of the Federal Reserve System, and K.S. Venkatraman, formerly of
the World Bank, for useful comments.
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framework chosen. Failure to provide due consideration to these issues has tended
to yield poor results. For the former, proper specification of opportunity cost vari-
ables happens to be the most important factor in getting meaningful results.
Regarding the latter, the chosen system should be free of theoretical and estima-
tion problems, and should perform well in empirical testing. The error-correction
models (ECMs) have shown to meet these criteria.

This paper surveys a selected number of papers that applied the ECM
approach to analyze the demand for money (of various definitions) during the
1990s in severa industrial and developing countries.! The objective is to extract
relevant information from these studies and provide it in a readily useable and
comparable framework. In specific, the paper presents details concerning the
techniques followed, variables chosen, periods and frequency selected, and major
findings. In addition, it summarizes the long-run income elasticities, interest-rate
semi-elagticities (or elagticities), and the coefficients of other relevant variables.
Itis hoped that the materials presented in this paper provide some reference points
concerning the behavior of money demand in various countries, which in turn will
help the policy makers in designing appropriate monetary policy actions and the
researchers in carrying out further research.?

The paper is organized as follows: Section | briefly specifies the general
framework that usually underlies the empirical formulation in estimating the
demand for money. Section |1 carries out relevant discussion regarding the vari-
ables and estimation techniques, and summarizes information concerning various
studies including the findings and estimated coefficients. Finally, Section IlI
presents the conclusions.

|. General Framework

There is a diverse spectrum of money demand theories emphasizing the transac-
tions, speculative, precautionary or utility considerations.3 These theories implic-
itly address a broad range of hypotheses. One significant aspect, however, is that
they share common important elements (variables) among almost all of them. In
general, they bring forth relationship between the quantity of money demanded
and a set of few important economic variables linking money to the real sector of
the economy (see Judd and Scadding, 1982, p. 993). What sets apart among these
theoriesis that although they consider similar variables to explain the demand for
money, they frequently differ in the specific role assigned to each. Consequently
one consensus that emerges from the literature is that the empirical work is moti-
vated by ablend of theories.

The general specification begins with the following functional relationship
for the long-term demand for money:

1This paper is based on Sriram (1999b, 1999¢c, and 2000). There have been other survey papers (for
example, Judd and Scadding, 1982; Goldfeld and Sichel, 1990; Boughton, 1992; Laidler, 1993); but none of
them focused exclusively on ECMs and covering awide range of both industrial and developing countries.
2Refer to Ericsson (1998) for general issues concerning the empirical modeling of money demand.
3Seg, Laidler (1993) and Sriram (1999c), among others, for a survey of these approaches.
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where the demand for real balances M /P is afunction of the chosen scale variable
(S to represent the economic activity and the opportunity cost of holding money
(OC). M stands for the selected monetary aggregate in nominal term and P for the
price. Like in theoretical models, the empirical models generally specify the
money demand as a function of real balances (see Laidler, 1993).4

Il. Discussion on Variables and Estimation Techniques

Given the above general framework, this section provides a brief overview of
issues concerning selection and representation of variables, modeling, and esti-
mation. Sriram (1999c) presents detailed account of these issues, including rele-
vant references justifying various approaches undertaken by the researchers. The
literature shows that money demand has been estimated for various aggregates,
their components, or certain combination of these components. As definitions of
money differ across countries (see Boughton, 1992, and Kumah, 1989), measures
considered, including divisia aggregates, also varied across studies. Scale variable
is used in the estimation as a measure of transactions relating to the economic
activity. It is usually represented by variables expressing income, expenditure, or
wealth concept (although a host of other variables is discussed in the literature).
The price variable is selected to follow closely the chosen scale variable, although
consumer price index is the most commonly used measure.

One of the most important aspects of modeling the demand for money is the
selection of appropriate opportunity cost variables. The literature has shown that
studies which paid inadeguate attention on this matter produced poor results.
There are two magjor ingredients: (i) own-rate and (ii) alternative return on money.
The former happensto be very important, especialy if thefinancial innovation has
been taking place in an economy (see Ericsson, 1998). The latter involves yields
on domestic financial and real assets for a closed economy, and additionally on
foreign assets for an open economy. A number of instruments are available to
represent the yields on domestic financial assets. Theyield on real assetsisusually
proxied by the expected inflation. And, on foreign assets by foreign interest rate
or some form of exchange rate variable. Prior to selecting appropriate opportunity
cost variables, careful attention should be paid on eval uating macroeconomic situ-
ation and developments in the financial system (including institutional details and
the regulatory environment), and degree of openness of the economy.

The economic theory provides some guidance in reference to the relationship
between demand for money and its arguments. As the scale variabl e represents the
transactions or wedlth effects, it is positively related to the demand for money. The

4Using the real money balance as the dependent variable will also mean that price homogeneity is explic-
itly imposed into the model. Additionally, there are |less severe econometric problems associated with using
real rather than nominal balances as the dependent variable (see Boughton, 1981, and Johansen, 1992b). And,
majority of the empirical work does find evidence for the demand being for real balances.
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own-rate is expected to be positively related as higher the return on money, less
the incentive to hold assets aternative for money. Conversely, higher the returns
on alternative assets, lower the incentive to hold money, and hence, the coeffi-
cients of alternative returns expected to be negative. The expected inflation gener-
ally affects the demand for money negatively as agents prefer to hold real assets
as hedges during the periods of rising inflation. The foreign interest rates are
expected to exert negative influence asincrease in foreign interest rates potentially
induce the domestic residents to increase their holdings of foreign assets which
will be financed by drawing down domestic money holdings. Similarly, the
expected exchange depreciation will also have anegative relationship. An increase
in expected depreciation implies that the expected returns from holding foreign
money increases, and hence, agents would substitute the domestic currency for
foreign currency.>

The economic theory does not provide any rationale as to the correct mathe-
matical form of the money demand function. There is consensus, however, that the
log-linear version is the most appropriate functional form (see Zarembka, 1968).
While money and scale variables typically enter in logarithms, interest rate vari-
ables appear either in levels or in logarithms. Consequently, estimates of the coef-
ficient for the scale variable directly provides the measure of income elasticity,
and those of interest rates show either elasticities or semi-elasticities depending on
the way they are introduced in the formulation.

The partia adjustment framework was extremely popular in the 1970s.
However, it was shown to suffer from specification problem and highly restrictive
dynamics (see, for example, Cooley and LeRoy, 1981; Goodfriend, 1985; Hendry,
1979 and 1985; Hendry and Mizon, 1978). To counter these problems, two major
solutions were proposed—modifying the theoretical base and improving the
dynamic structure. The former led to buffer-stock models (BSMs), which were
built upon the theory of precautionary demand for money (see, for example,
Laidler, 1984; Cuthbertson and Taylor, 1987; Milbourne, 1988), and the latter to
ECMs.5 The BSMs also ran into criticism, especialy in their relevance in the
empirical estimation (see Milbourne, 1988). Meanwhile, ECMs seem to be
promising. An important aspect of these modelsis that the data characteristics are
thoroughly examined before selecting the appropriate estimation techniques.
Furthermore, lag structures are selected based on the data generating process of
the economic variables and not on a priori based on the economic theory or naive
dynamic theory.

The ECM is shown to contain information on both the short- and long-run
properties of the model with disequilibrium as a process of adjustment to the long-
run equilibrium. Granger (1983 and 1986) has demonstrated that the concept of
stable long-run equilibrium is the statistical equivalence of cointegration. When
cointegration holds and if there is any shock that causes disequilibrium, there
exists a well-defined short-term dynamic adjustment process such as the error-

SRefer to Jusoh (1987) and Tan (1997) for reasons to expect positive relationship for expected inflation
and expected exchange rate depreciation with the demand for real money respectively.
8In fact, Hendry, Pagan, and Sargan (1984) showed that PAMs and BSMsform the special cases of ECMs.
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correction mechanism that will push back the system toward the long-run equilib-
rium. In fact, cointegration does imply the existence of adynamic error-correction
form relating to variables in question (see Engle and Granger, 1987). The major
advantage of the error-correction modeling is that the economic theory is allowed
to specify the long-run equilibrium while the short-run dynamics be defined from
the data.

The earlier ECMs on money demand tended to be based on the single equa-
tion cointegrating relationship between money and the chosen scale variables as
developed by Engle and Granger (1987). However, further research suggested that
multivariate cointegrating vectors encompassing a broader number of variables
provided a fuller characterization of the long-run determinants of demand. The
specification of such multiple cointegrating vectors between nonstationary vari-
ables primarily employs the procedures developed by Johansen (1988) and
Johansen and Juselius (1990) which make the original Engle-Granger framework
aspecia case. However, as can be seen from Table 1, a number of other measures
available to conduct the cointegration analysis.”

Table 1 also presents details relevant to modeling and estimating the demand
for money from various studies. In specific, it summarizes information for a cross-
section of developing and industrial countries, on monetary aggregates (nominal
or real), scale variable(s), and the opportunity cost and other variables included;
data period and frequency chosen; unit root, cointegration, and stability tests
applied; nature of various time series (such asthe order of integration and whether
seasonally adjusted or not). It also presents the findings. The presentation of infor-
mation will enable the researchers to draw some insights into the justification of
selecting diverse set of variables and approaches across various countries.

Table 2 summarizes the long-run income dadticities and the semi-elasticities or
elasticities of opportunity cost and other variables from those studies listed in Table
1. As the short-run dynamics can be potentialy complicated, the table concentrates
only on the long-run results. In order to promote comparability, the results are shown
only for those studies which reported the long-term relationship (existence of cointe-
gration). If more than one cointegration relationship isfound, results are reported only
for the preferred cointegration vector(s) asidentified by the author(s), which not only
meet abattery of dtatistical tests but also economically make sense with correct signs
of the variables and meaningful size of coefficients.

Figures 1-3 show the distribution of income elasticities for real money as
presented in Table 2 for components of narrow money, narrow money, and broad
money respectively. The relevant descriptive statistics is shown in Table 3. It is
clear from the table, the medians for al three groups are closer to one than to 0.5
thereby indicating that money does not play the role of transaction measure alone.
There is no clear guidance from the theory or empirical studies regarding the
acceptable magnitude on elasticities or semi-elasticities of the opportunity cost
variables. The most relevant information will be the signs of the coefficients—
positive for own-rate and negative for alternative return on money and expected

"Refer to Sriram (1999c) for alonger list of studies that applied the ECM framework to analyze the
demand for money in the past two decades.
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Figure 1. Frequency Distribution of Estimated Income Elasticities for
Components of Narrow Money

Number of observations
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Figure 2. Frequency Distribution of Estimated Income Elasticities for
Components for Narrow Money
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Figure 3. Frequency Distribution of Estimated Income Elasticities for
Components for Broad Money
Number of observations
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12 — —

2 —

0 | | _| | | | | ,_
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025 050 075 100 125 150 175 200 225 250 275 300 325 350

Income €elasticity

Table 3. Descriptive Statistics for Income Elasticities

Number of
Observations Mean Median
Components of narrow money 12 0.99 0.95
Narrow money 21 0.98 0.89
Broad money 33 122 113

Source: Table 2.

inflation. As can be seen from Tables 1 and 2, there are a number of other vari-
ables considered to tackle the country-specific issues; in addition, the open-
economy type models also employ the foreign opportunity cost variables.

Ill. Conclusion

The study has made an attempt to survey a number of papersthat applied the error-
correction models to analyzed the demand for money in anumber of industrial and
developing countries. The major contribution of this paper is that it has summa
rized the major features of these papers and presents relevant information in a
comparable framework to promote easy understanding of the approaches
followed, variables included, and coefficients derived. The information presented
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thus will enable the researchers to compare their own results and approaches with
what were undertaken previously in a wide range of countries. Alternatively, it
will help identify important factors to be considered before modeling and esti-
mating money demand in other countries exhibiting similar or different economic
characteristics. In short, it will provide a starting point to conduct the money
demand research using the error-correction approach.

REFERENCES

Adam, Christopher S., 1992, “On the Dynamic Specification of Money Demand in Kenya,”
Journal of African Economies, Vol. 1 (August), pp. 233-70.

Arize, Augustine C., 1994, “ A Re-Examination of the Demand for Money in Small Developing
Economies,” Applied Economics, Vol. 26 (March), pp. 217-28.

, and Steven S. Shwiff, 1993, “Cointegration, Real Exchange Rate and Modelling the
Demand for Broad Money in Japan,” Applied Economics, Vol. 25 (June), pp. 717-26.

Ashley, Richard, 1984, “A Simple Test for Regression Parameter Instability,” Economic
Inquiry, Vol. 22 (April), pp. 253-68.

Asilis, Carlos M., Patrick Honohan, and Paul D. McNelis, 1993, “Money Demand During
Hyperinflation and Stabilization: Bolivia, 1980-1988,” Economic Inquiry, Vol. 31 (April),
pp. 262-73.

Baba, Yoshihisa, David F. Hendry, and Ross M. Starr, 1992, “The Demand for M1 in the
U.S.A., 1960-1988,” Review of Economic Sudies, Vol. 59 (January), pp. 25-61.

Bahmani-Oskooee, Mohsen, 1996, “The Black Market Exchange Rate and Demand for Money
in Iran,” Journal of Macroeconomics, Vol. 18 (Winter), pp. 171-76.

Bardsen, Gunnar, 1992, “Dynamic Modelling and the Demand for Narrow Money in Norway,”
Journal of Policy Modeling, Vol. 14 (June), pp. 363-93.

Boughton, James M., 1981, “Recent Instability of the Demand for Money: An International
Perspective,” Southern Economic Journal, Vol. 47 (January), pp. 579-97.

, 1992, “International Comparisons of Money Demand,” Open Economies Review,
Vol. 3, No. 3, pp. 323-43.

Choudhry, Taufigq, 1995, “Long-Run Money Demand Function in Argentina During
1935-1962: Evidence from Cointegration and Error Correction Models,” Applied
Economics, Vol. 27 (August), pp. 661-67.

Chowdhury, Abdur R., 1995, “The Demand for Money in a Small Open Economy: The Case
of Switzerland,” Open Economies Review, Vol. 6 (April), pp. 131-44.

Cooley, Thomas F.,, and Stephen F. LeRoy, 1981, “Identification and Estimation of Money
Demand,” American Economic Review, Vol. 71 (December), pp. 825-44.

Cuthbertson, Keith, and Mark P. Taylor, 1987, “Buffer-Stock Money: An Appraisal,” in The
Operation and Regulation of Financial Markets, ed. by Charles A.E. Goodhart, David A.
Currie, and David T. Llewellyn (London: The Macmillan Press Ltd.).

Dekle, Robert, and Mahmood Pradhan, 1997, “Financial Liberalization and Money Demand in
ASEAN Countries: Implications for Monetary Policy,” IMF Working Paper 97/36
(Washington: International Monetary Fund).

Deutsche Bundesbank, 1995, “Demand for Money and Currency Substitution in Europe,”
Monthly Report, Vol. 47 (January), pp. 33-49.

361



Subramanian S. Sriram

Drake, Leigh, and K. Alec Chrystal, 1994, “ Company-Sector Money Demand: New Evidence
on the Existence of a Stable Long-Run Relationship for the United Kingdom,” Journal of
Money, Credit, and Banking, Vol. 26 (August, Part 1), pp. 479-94.

Eken, Sena, Paul Cashin, S. Nuri Erbas, Jose Martelino, and Adnan Mazarei, 1995, Economic
Dislocation and Recovery in Lebanon, IMF Occasional Paper No. 120 (Washington:
International Monetary Fund).

Engle, Robert F, and C.W.J. Granger, 1987, “Co-Integration and Error Correction:
Representation, Estimation, and Testing,” Econometrica, Vol. 55 (March), pp. 251-76.

Engle, Robert F, and Byung Sam Yoo, 1987, “Forecasting and Testing in Co-Integrated
Systems,” Journal of Econometrics, Vol. 35 (May), pp. 143-59.

Ericsson, Neil R., 1998, “Empirical Modeling of Money Demand,” Empirical Economics,
Voal. 23, No. 3, pp. 295-315.

Ericsson, Neil R., and Sunil Sharma, 1998, “Broad Money Demand and Financia
Liberalization in Greece,” Empirical Economics, Vol. 23, No. 3, pp. 417-36.

Fielding, David, 1994, “Money Demand in Four African Countries,” Journal of Economic
Sudies, Vol. 21, No. 2, pp. 3-37.

Goldfeld, Stephen M., and Daniel E. Sichel, 1990, “The Demand for Money,” in Handbook of
Monetary Economics, Volume I, ed. by Benjamin M. Friedman and Frank H. Hahn (New
York: North-Holland), pp. 300-56.

Goodfriend, Marvin, 1985, “ Reinterpreting Money Demand Regressions,” Carnegie-Rochester
Conference Series on Public Policy, Vol. 22, pp. 207-42.

Granger, C.W.J., 1983, “Cointegrated Variables and Error Correction Models,” Discussion
Paper No. 83-13, Department of Economics (San Diego: University of California at San
Diego).

, 1986, “Developments in the Study of Cointegrated Economic Variables,” Oxford

Bulletin of Economics and Satistics, Vol. 48 (August), pp. 213-28.

Hafer, R.W., and A.M. Kutan, 1994, “Economic Reforms and Long-Run Money Demand in
China: Implications for Monetary Policy,” Southern Economic Journal, Vol. 60 (April),
pp. 936-45.

Hansen, Bruce E., 1992, “Tests for Parameter Instability in Regressions with [(1) Processes,”
Journal of Business & Economic Satistics, Vol. 10 (July), pp. 321-35.

Hansen, Henrik, and Sgren Johansen, 1993, “Recursive Estimation in Cointegrated VAR-
Models,” Institute of Economics Discussion Papers No. 92 (Copenhagen: University of
Copenhagen).

Hasza, D., and W. Fuller, 1982, “Testing for Nonstationary Parameter Specifications in
Seasonal Time Series Model,” The Annals of Statistics, Vol. 19, pp. 1209-16.

Haug, Alfred A., and Robert F. Lucas, 1996, “Long-Term Money Demand in Canada: In Search
of Stability,” The Review of Economics and Satistics, Vol. 78 (May), pp. 345-48.

Hendry, David F., 1979, “Predictive Failure and Econometric Modelling in Macroeconomics:
The Transactions Demand for Money,” in Economic Modelling: Current Issues and
Problems in Macroeconomic Modelling in the UK and the US, ed. by Paul Ormerod
(London: Heinemann Education Books), pp. 217-42.

, 1985, “Monetary Economic Myth and Econometric Reality,” Oxford Review of
Economic Policy, Vol. 1 (Spring), pp. 72-84.

, and G. Mizon, 1978, “Serial Correlation as a Convenient Simplification, Not a
Nuisance: A Comment on a Study of the Demand by the Bank of England,” The Economic
Journal (September), pp. 549-63.

362



A SURVEY OF RECENT EMPIRICAL MONEY DEMAND STUDIES

Hendry, David F., Adrian R. Pagan, and J. Denis Sargan, 1984, “Dynamic Specification,”
Chapter 18 in Handbook of Econometrics, Vol. 1, ed. by Zvi Griliches and Michael D.
Intriligator (New York: North-Holland, 2nd ed.), pp. 1023-1100.

Hoffman, Dennis L., and Chakib Tahiri, 1994, “Money Demand in Morocco: Estimating Long-
Run Elasticities for a Developing Country,” Oxford Bulletin of Economics and Statistics,
Vol. 56 (August), pp. 305-24.

Hossain, Akhtar, 1994, “The Search for a Stable Money Demand Function for Pakistan: An
Application of the Method of Cointegration,” Pakistan Development Review, Vol. 33
(Winter), pp. 969-81.

Hylleberg, S., R.F. Engle, C.W.J. Granger, and B.S. Yoo, 1990, “Seasona Integration and
Cointegration,” Journal of Econometrics, Vol. 44 (April-May), pp. 215-38.

Johansen, Saren, 1988, “Statistical Analysis of Cointegration Vectors,” Journal of Economic
Dynamics and Control, Vol. 12 (June-September), pp. 231-54.

, 1991a, “Estimation and Hypothesis Testing of Cointegration Vectors in Gaussian
Vector Autoregressive Models,” Econometrica, Vol. 59 (November), pp. 1551-80.

, 1991b, “The Role of the Constant Term in Cointegration Analysis of Nonstationary
Variables,” Working Paper, Institute of Mathematical Statistics (Copenhagen: University of
Copenhagen, July).

, 19923, “Cointegration in Partial Systems and the Efficiency of Single-Equation
Anaysis,” Journal of Econometrics, Vol. 52 (June), pp. 389-402.

, 1992b, “Testing Weak Exogeneity and the Order of Cointegration in UK Money
Demand Data,” Journal of Policy Modeling, Vol. 14 (June), pp. 313-34.

, and Katarina Jusdlius, 1990, “Maximum Likelihood Estimation and Inference on
Cointegration, With Applicationsto the Demand for Money,” Oxford Bulletin of Economics
and Satistics, Vol. 52 (May), pp. 169-210.

Judd, John P, and John L. Scadding, 1982, “The Search for a Stable Money Demand Function:
A Survey of the Post-1973 Literature,” Journal of Economic Literature, Vol. 20
(September), pp. 993-1023.

Jusoh, Mansor, 1987, “Inflationary Expectations and the Demand for Money in Moderate
Inflation: Malaysian Evidence,” Jurnal Ekonomi Malaysia, Vol. 15 (June), pp. 3-14.

Khamis, May Y., and Alfredo M. Leone, 1999, “Can Currency Demand Be Stable Under a
Financial Crisis? The Case of Mexico,” IMF Working Paper 99/53 (Washington:
International Monetary Fund).

Kumah, Emmanuel O., 1989, “Monetary Concepts and Definitions,” IMF Working Paper 89/92
(Washington: International Monetary Fund).

Kwiatkowski, Denis, Peter C.B. Phillips, Peter Schmidt, and Yongcheol Shin, 1992, “Testing
the Null Hypothesis of Stationarity Against the Alternative of a Unit Root: How Sure Are
We That Economic Time Series Have a Unit Root?’ Journal of Econometrics, Vol. 54
(October—December), pp. 159-78.

Laidler, David EW., 1984, “The ‘Buffer Stock’ Notion in Monetary Economics,” The
Economic Journal: The Journal of the Royal Economic Society, Vol. 94 (Supplement),
pp. 17-34.

, 1993, The Demand for Money: Theories, Evidence, and Problems (New York:
HarperCollins College Publishers, 4th ed.).

Lim, G.C., 1993, “The Demand for the Components of Broad Money: Error-Correction and
Generalised Asset Adjustment Systems,” Applied Economics, Vol. 25 (August),
pp. 995-1004.

363



Subramanian S. Sriram

McNown, Robert, and Myles S. Wallace, 1992, “ Cointegration Tests of a Long-Run Relation
Between Money Demand and the Effective Exchange Rate,” Journal of International
Money and Finance, Vol. 11 (February), pp. 107-14.

Mehra, Yash P, 1993, “The Stability of the M2 Demand Function: Evidence from an Error-
Correction Model,” Journal of Money, Credit, and Banking, Vol. 25, Part 1 (August),
pp. 455-60.

Milbourne, Ross, 1988, “ Disequilibrium Buffer Stock Models: A Survey,” Journal of Economic
Surveys, Vol. 2, No. 3, pp. 187-208.

Miller, Stephen M., 1991, “Monetary Dynamics: An Application of Cointegration and Error-
Correction Modeling,” Journal of Money, Credit, and Banking, Vol. 23 (May), pp. 139-54.

Moosa, Imad A., 1992, “The Demand for Money in India: A Cointegration Approach,” Indian
Economic Journal, Vol. 40 (July-September), pp. 101-15.

Muscatelli, Vito A., and Luca Papi, 1990, “Cointegration, Financia Innovation, and Modelling
the Demand for Money in Italy,” Manchester School of Economic and Social Studies,
Vol. 58 (September), pp. 242-59.

Orden, David, and Lance A. Fisher, 1993, “Financial Deregulation and the Dynamics of
Money, Prices, and Output in New Zealand and Australia,” Journal of Money, Credit, and
Banking, Vol. 25 (May), pp. 273-92.

Osborn, Denise R., 1990, “A Survey of Seasondlity in UK Macroeconomic Variables,”
International Journal of Forecasting, Vol. 6 (October), pp. 327-36.

Perron, Pierre, 1988, “Trends and Random Walks in Macroeconomics Time Series. Further
Evidence from a New Approach,” Journal of Economic Dynamics and Control
(June—September), pp. 297-332.

, 1989, “The Great Crash, the Oil Price Shock, and the Unit Root Hypothesis,”
Econometrica, Vol. 57 (November), pp. 1361-1401.

Phillips, Peter C.B., 1987, “Time Series Regression with a Unit Root,” Econometrica, Vol. 55
(March), pp. 277-301.

, and Bruce E. Hansen, 1990, “ Statistical Inferencein Instrumental Variables Regression
with 1(1) Processes,” Review of Economic Studies, Vol. 57 (January), pp. 99-125.

Phillips, Peter C.B., and S. Ouliaris, 1990, “ Asymptotic Properties of Residual Based Tests for
Cointegration,” Econometrica, Vol. 58 (January), pp. 165-93.

Phillips, Peter C.B., and Pierre Perron, 1988, “Testing for a Unit Root in Time Series
Regression,” Biometrika, Vol. 75 (June), pp. 335-46.

Price, Simon, and Insukindro, 1994, “The Demand for Indonesian Narrow Money: Long-Run
Equilibrium, Error Correction and Forward-L ooking Behaviour,” Journal of International
Trade and Economic Development, Vol. 3 (July), pp. 147—63.

Salkever, David S., 1976, “The Use of Dummy Variables to Compute Predictions, Prediction
Errors and Confidence Intervals,” Journal of Econometrics, Vol. 4 (November), pp.
393-97.

Sriram, Subramanian S., 1999a, “Demand for M2 in an Emerging-Market Economy: An Error-
Correction Model for Malaysia,” IMF Working Paper 99/173 (Washington: International
Monetary Fund).

, 1999b, “Demand for M2 in Maaysia’ (Ph.D. dissertation; Washington: George

Washington University).

, 1999c, “ Survey of Literature on Demand for Money: Theoretical and Empirical Work
with Specia Reference to Error-Correction Models,” IMF Working Paper 99/64
(Washington: International Monetary Fund).

364



A SURVEY OF RECENT EMPIRICAL MONEY DEMAND STUDIES

, 2000, The Demand for Money in Malaysia: A Sudy of M2 (Bangalore, India: Southern
Economist).

Stock, James H., and Mark W. Watson, 1993, “A Simple Estimator of Cointegrating Vectorsin
Higher Order Integrated Systems,” Econometrica, Vol. 61 (July), pp. 783-820.

Tan, Eu Chye, 1997, “Money Demand Amid Financia Sector Developments in Maaysia,”
Applied Economics, Vol. 29 (September), pp. 1201-15.

Teriba, Ayodele Olaekan, 1997, “Demand for Money in Nigeria: New Evidence from Annual
(1960-94) and Quarterly (19621-1995I1) Data,” IMF Seminar Series No. 1997-253, July 1
(Washington: International Monetary Fund).

Treichel, Volker, 1997, “Broad Money Demand and Monetary Policy in Tunisia,” IMF Working
Paper 97/22 (Washington: International Monetary Fund).

Tseng, Wanda, and Robert Corker, 1991, Financial Liberalization, Money Demand, and
Monetary Policy in Asian Countries, IMF Occasional Paper No. 84 (Washington:
International Monetary Fund).

Tseng, Wanda, Hoe Ee Khor, Kalpana Kochhar, Dubravko Mihaljek, and David Burton, 1994,
Economic Reforms in China: A New Phase, IMF Occasional Paper No. 114 (Washington:
International Monetary Fund).

Zarembka, Paul, 1968, “Functional Form in the Demand for Money,” Journal of American
Satistical Association, Vol. 63 (June), pp. 502-11.

365



	A Survey of Recent Empirical Money Demand Studies
	I. General Framework
	II. Discussion on Variables and Estimation Techniques
	III. Conclusion
	REFERENCES


