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Dependent Variable: LOG(S)
Method: ML - ARCH (Marquardt) - Normal distribution
Convergence achieved after 24 iterations
Presample variance: backcast (parameter = 0.7)
GARCH = C(5) + C(6)*RESID(-1)*2 + C(7)*GARCH(-1)
Variable Coefficient [Std. Error |z-Statistic |Prob.
C -6.879117 0.331045 |-20.78000 |0.0000
LOG(REALGDP) |-1.257381 0.152541 |-8.242897 |0.0000
LOG(M2) 1.225266 0.037258 |32.88636 |0.0000
LOG() 0.293958 0.167429 |1.755714 |0.0791
Variance Equation
Cc 0.056503 0.035019 1.613491 (0.1066
RESID(-1)"2 1.003508 0.486772 2.061558 (0.0392
GARCH(-1) -0.054936 |0.060350 -0.910287 |0.3627
R-squared 0.976539 Mean dependent var -3.604666
Adjusted R-squared [0.974636 S.D. dependent var 3.830183
S.E. of regression 0.609995 Akaike info criterion 1.135981
Sum squared resid [13.76747 Schwarz criterion 1.428542
Log likelihood -16.28761 Hannan-Quinn criter. 1.242516
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Vector Error Correction Estimates

Sample (adjusted): 1973 2010

Standard errors in () & t-statistics in [ ]

Cointegrating Eq: CointEq1
LOG(S(-1)) 1.000000
LOG(REALGDP(-1)) | 0.277786
(0.17999)
[ 1.54333]
LOG(M2(-1)) 0.391665
(0.20225)
[ 1.936501
LOG(CPI(-1)) -1.357719
(0.17380)
[-7.81211]
C 9.081703
Error Correction: | D(LOG(S)) |D(LOG(REALGDP))| D(LOG(M2)) | D(LOG(CPI))
CointEq1 -0.803296 -0.213333 -0.209432 -0.170070
(0.24270) (0.11448) (0.07085) (0.09574)
[-3.30979] [-1.86349] [-2.95582] [-1.77644]
D(LOG(S(- 1)) 0.341934 0.092644 0.161774 0.021425
(0.28459) (0.13424) (0.08308) (0.11226)
[ 1.20152] [0.690161 [ 1.94718] [ 0.190861
D(LOG(S(-2)) 0.129170 0.043824 -0.002547 0.060816
(0.22848) (0.10777) (0.06670) (0.09013)
[ 0.56535] [ 0.406641 [-0.03818] [ 0.674801
D(LOG(REALGDP(-1)))| 0.163990 0.052383 -0.203493 -0.251572
(0.38422) (0.18123) (0.11217) (0.15156)
[0.42681] [ 0.289031 [-1.81417] [-1.65989]
D(LOG(REALGDP(-2)))| -0.645010 0.075357 -0.073121 0.130835
(0.41272) (0.19467) (0.12049) (0.16280)
[-1.56283] [ 0.38709] [-0.60688] [ 0.80365]
D(LOG(M2(-1)) -0.124026 0.299846 0.087003 0.425125
(0.77006) (0.36323) (0.22481) (0.30376)
[-0.161061 [ 0.825501 [ 0.38701] [ 1.39955]
D(LOG(M2(-2))) 0.320808 0.148867 0.078097 -0.132933
(0.70537) (0.33272) (0.20592) (0.27824)
[ 0.454801 [ 0.44743] [ 0.37925] [-0.47776]
D(LOG(CPI(-1)) 0.010649 -0.527682 0.050708 0.420021
(0.61557) (0.29036) (0.17971) (0.24282)
[0.017301 [-1.81735] [0.282171 [ 1.72978]
D(LOG(CPI(-2))) -0.023529 -0.109751 -0.013406 0.075192
(0.53136) (0.25064) (0.15512) (0.20960)
[-0.04428] [-0.43789] [-0.08642] [ 0.35874]
C 0.113155 0.093540 0.249663 0.043659
(0.25509) (0.12032) (0.07447) (0.10062)
[ 0.44359] [0.77741] [ 3.35253] [ 0.43389]
R-squared 0.633942 0.190917 0.721345 0.780858
Adj. R-squared 0.516281 -0.069145 0.631778 0.710419
Sum sq. resids 2.908166 0.647039 0.247854 0.452504
S.E. equation 0.322278 0.152015 0.094085 0.127125
F-statistic 5.387848 0.734122 8.053647 11.08567
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Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistic 0.554166 | Prob. F(3,36) 0.6487

Obs*R-squared 1.765681 | Prob. Chi-Square(3)  |0.6224

Scaled explained SS|4.889208 | Prob. Chi-Square(3) 0.1801

Test Equation:

Dependent Variable: RESID*2

Method: Least Squares

Included observations: 40

Variable Coefficient |Std. Error [t-Statistic |Prob.

C -0.039357 |0.113666 |-0.346253 (0.7312

LOG(REALGDP) (0.006355 0.084858 |0.074887 (0.9407

LOG(M2) -0.001858 |0.021952 |-0.084638 (0.9330

LOG() 0.045491 [0.036769 (1.237197 |0.2240
R-squared 0.044142 | Mean dependent var |0.079394
Adjusted R-squared |-0.035513 | S.D.dependentvar [0.216249
S.E. of regression  |0.220055 | Akaike info criterion |-0.095237
Sum squared resid |1.743275 | Schwarz criterion 0.073651
Log likelihood 5.904735 | Hannan-Quinn criter. |-0.034172
F-statistic 0.554166 | Durbin-Watson stat  [1.595155

ProbiF-statistic)  |0.648672 |
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Log likelihood -5.088457 23.46610 41.69783 30.26067
Akaike AIC 0.794129 -0.708742 -1.668307 -1.066351
Schwarz SC 1.225073 -0.277798 -1.237363 -0.635408
Mean dependent 0.232584 0.101096 0.321818 0.284638
S.D. dependent 0.463376 0.147017 0.155047 0.236237
Determinant resid covariance 2.06E-07

(dof adj.)

Determinant resid covariance 6.07E-08

Log likelihood 100.0575

Akaike information criterion -2.950397

Schwarz criterion -1.054245
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Dependent Variable: LOG(M2R)

Method: Least Squares

Included observations: 41

Variable Coefficient |Std. Error |t-Statistic |Prob.
C 0.812046 [1.248925 |0.650196 |0.5196
LOG(Y) 0.420448 [0.131050 |3.208312 |0.0028
LOG(S) 0.313843 |0.151778 |2.067775 |0.0457
LOG(IPERC) -0.433854 |0.091031 |[-4.766019 [0.0000
R-squared 0.971107 | Mean dependent var |2.983755
IAdjusted R-squared [0.968764 |S.D.dependent var 3.038446
S.E. of regression 0.537003 | Akaike info criterion |1.686841
Sum squared resid 10.66976 | Schwarz criterion 1.854018
Log likelihood -30.58023 | Hannan-Quinn criter. |1.747717
F-statistic 414.5301 Durbin-Watson stat  [0.510928
Prob(F-statistic) 0.000000 ‘
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Forecast: M2F
Actual: LOG(M2)
12 4 Forecast sample: 1970 2010
Included observations: 41
Root Mean Squared Error  0.423404
87 Mean Absolute Error 0.336653
Mean Abs. Percent Error  34.95673
4 Theil Inequality Coefficient 0.036144
Bias Proportion 0.000000
Variance Proportion 0.002563
0 Covariance Proportion  0.997437
-4
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AL oo jlast 7 pubedll JSLive alas o Skl
ol eidly Multicollinearitysasslf ol boLs) X!
‘5)_m.£|.l| «“_’b.g_ﬁ_’i.u O a0 g‘h"' .bl.g.b‘ 9->9 ‘o.x.c
Autocorrelation 5liJl bl dlSaie s (SJ
gl il 7l @G> (0.5 Hgaily iy Julew)
(i qu SUs &9 ‘)..\.\.\M)-g-i-i-a-s B.\.:-'g ;Un.’! B).‘LAJ
S o casil AR(Y) ju2io 7l g oSy ol
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Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 3.394698 |Prob. F(3,37) 0.0278
Obs*R-squared 8.849335  |Prob. Chi-Square(3) 0.0314
Scaled explained SS [6.569000 |Prob. Chi-Square(3) 0.0870
Dependent Variable: RESID*2
Method: Least Squares
Variable Coefficient [Std. Error [t-Statistic  |Prob.
C -0.293266 |0.188602 |-1.554942 |0.1285
LOG(REALGDP) [0.178875 |0.060224 |2.970148  |0.0052
LOG(S) -0.036312 |0.017873 |-2.031710 |0.0494
LOGi(I) 0.005574 |0.037092 |0.150262 [0.8814
R-squared 0.215837 Mean dependent var 0.179271
IAdjusted R-squared |0.152257 S.D. dependent var 0.245054
S.E. of regression 0.225629 Akaike info criterion -0.047383
Sum squared resid (1.883610 Schwarz criterion 0.119795
Log likelihood 4.97 1346 Hannan-Quinn criter.  [0.013494
F-statistic 3.394698 Durbin-Watson stat 1.109086
Prob(F-statistic) 0.027814




Response of LOG(M2R) to Cholesky
One S.D. Innovations
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Variance decomposition

Variance Decomposition of LOG(M2R):

Period S.E. LOG(M2R) LOG(REALGDP) LOG(S) LOG(CPI)
1 0.107224 100.0000 0.000000 0.000000 0.000000
2 0.181594 95.24886 1.123100 1.039394 2.588643
3 0.260742 76.46960 6.285270 6.631948 10.61318
4 0.347886 61.22894 11.08879 9.274958 18.40731
5 0.431943 51.59961 13.11612 10.20023 25.08403
6 0.513398 44.94035 14.37361 10.39667 30.28938
7 0.592697 39.60435 15.42068 10.32303 34.65194
8 0.671428 34.93811 16.42766 10.26726 38.36697
9 0.749571 30.94924 17.36918 10.19128 41.49030

10 0.826306 27.61405 18.15482 10.10024 44.13089
11 0.901215 24.85045 18.80426 10.00000 46.34528
12 0.974091 22.55001 19.34432 9.895707 48.20996

294301 o (9SGt oling agaill gy ol Leg
S (DP) Sgidl iyl gilsgly (CP) spgad] 5]

il ada; (1S a9l e cldadl col> Jod sy
sLasd¥l 8 Aol glingl ddyel sgaidl poyc

(AL Lidg aclaall dibiw ol dlgusnll g dloye e sLasd¥l oS 13 Lo ddyel
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Dependent Variable: LOG(CPI)

Sample: 1970 2010

Included observations: 41

Variable Coefficient |Std. Error |t-Statistic |Prob.
C 3.530359 (0.681812 |5.177903 |0.0000
LOG(M2) 1.166591 |0.301054 |3.875030 |0.0004
LOG(S) 0.358112 |0.068035 |5.263614 |0.0000
LOG(Y) -0.537189 |0.298103 |(-1.802024 |0.0799
LOG(V) 1.050720 |0.359449 |2.923145 |0.0060
R-squared 0.997755 Mean dependent var  |5.585783

IAdjusted R-squared [0.997505 S.D. dependent var 4.144883

S.E. of regression 0.207036 Akaike info criterion  |-0.197995
Sum squared resid 1.543106 Schwarz criterion 0.010977
Log likelihood 9.058902 Hannan-Quinn criter. |-0.121899
F-statistic 3999.032 Durbin-Watson stat 0.717035
Prob(F-statistic) 0.000000
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Ciagd 23 52008 - 2000 &ysall ol ¥/ (1999 - 1995)
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3l poriaS G AL j95 e ) JS iy
009 Al oo Fopall lgall dlguudl yibes 0
Balyy I gl AalSS (olasul sag s3] Al
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1
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Dependent Variable: MONEY

Method: Least Squares

Date: 0311/23/ Time: 15:11

Sample: 149

Included observations: 49

Variable Coefficient |Std. Error [t-Statistic |Prob.
C 3188.862 [491.3878 [6.489502 |0.0000
RESERVES 1.955717 |0.044643 |43.80768 [0.0000
R-squared 0.976095 Mean dependent var |24044.74
/Adjusted R-squared |0.975586 S.D. dependent var 5452.328
S.E. of regression 851.9191 Akaike info criterion 16.37282
Sum squared resid 34111012 | Schwarz criterion 16.45004

Log likelihood -399.1341 | Hannan-Quinn criter. |16.40212
F-statistic 1919.113 Durbin-Watson stat 0.631837
Prob(F-statistic) 0.000000
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Forecast: CPIF

Actual: LOG(CPI)

Forecast sample: 1970 2010
Included observations: 41

2477
1970 1975 1980 1985 1990 1995 2000
—— CPIF —— +2S.E
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Root Mean Squared Error  0.194002
Mean Absolute Error 0.138975
Mean Abs. Percent Error  12.13535
Theil Inequality Coefficient 0.014009
Bias Proportion 0.000000
Variance Proportion 0.000562
Covariance Proportion  0.999438
———
2005 2010
logilly pulil

cad] Gos duads dpall pall ;e aey /1
dlgls ofyiidia JoLSS d8Me sg>g duyonill pilisd
oare Jadis il allaasog bpall yo s o ¥
ailly Jygoidl dalSs ,olo¥l goaill agaill
St Syl e Hlatwl Sle dlaelselly
e bl Ty Bag S gaaill goill Cilagil
s sl oy Al o bpall e gl
89w 8 il 5SSl Al plasaiwl S
Blelyo go hpall yo s Joliw Iapnd L ia¥f sl
Bromaly ey Iing byl 2l 83sd Jolgell
DF drslyin] das | b zls¥l ploio]

lyaluall didySg wlsyledl
dossianll dplaid¥ Filedl ls cows /2
drosans bybas I Silgadl sLaid¥l jn,en
Adlly daaid dwbowd! s odlasy ddle
o Joadl 993 @Sl e¥aso paass Jol o




3. Mervyn K Lewis and Paul Mizen (2000)
*monetary economics” oxford university press.
Great clarendon street, printed by Bath Press,
London - UK.

4. Muhammad Arshad Khan(2002) “TESTING OF
MONEY MULTIPLIER MODEL FOR PAKISTAN:
DOES MONETARY BASE CARRY ANY
INFORMATION?” Economic Analysis Working
Papers - 9" Volume No. 2.

dujgrd piind cilegdall plieo S8 i ¥l adill Lo
($olaid¥) )aiw¥l Lo dlasld fol o
>l
1. Canale, Rosaria Rita(2007) “Equilibrium
exchange rate theories under flexible exchange
rate regimes” journal of MPRA No. 3086.
2. C. P. Halwood & Ronald Macdonald (2006)
international money and finance” University of
Connecticut - USA.

-

ECM dpuatl j2iss £ iguand oulidf mumsssdd Juld

Variance Decomposition of LOG(S):

Period S.E. LOG(S) LOG(REALGDP) LOG(M2) LOG(CPI)
1 0.322278 100.0000 0.000000 0.000000 0.000000

2 0.395515 89.02170 0.227666 0.000163 10.75047

3 0.525364 51.78319 14.31617 2.503888 31.39675

4 0.722797 27.35857 17.93416 4.008067 50.69920

5 0.941823 16.24623 17.15188 5.036550 61.56534

6 1.156436 10.84767 15.66100 5.787554 67.70377

7 1.366510 7.882156 14.27886 6.284847 71.55414

8 1.577449 6.135033 13.35379 6.677655 73.83352

9 1.789785 5.086386 12.66425 6.966091 75.28327
10 2.000722 4.450327 12.09113 7.183381 76.27516

= 14
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