STABILITY OF MONEY DEMAND FUNCTION IN

ASIAN DEVELOPING COUNTRIES

By
Hafeez Ur Rehman

A Dissertation Submitted in
Partial Fulfillment of the

Requirements for the Degree of

Doctor of Philosophy

In Economics

At
The University of Wisconsin — Milwaukee

December 2002



Abstract
Table of Contents
List of Tables
List of Figures
Acknowledgement
1. INTRODUCTION
1.1 Purpose of the Study
2. REVIEW OF LITERATURE
2.1 Studies for Developed Countries
22 Recent Studies in Developed Countries
23 Studies for Developing Countries
24 The Studies of the Black Market Exchange Rate
3. THEORETICAL ASPECTS OF DEMAND FOR MONEY
3.1 Theoretical Aspect
3.1.1  Quantity Theory of Money
(i) . Fisher’s Equation of Exchange
(ii) Cambridge Approach
3.1.2  Keynesian Theory
3.13 Inventory-Theoretic Approach
3.1.4  Freedman’s Modern Quantity Theory
32 Issues on Empirical Analysis
3.2.1  Choice of Variables
(i) Money Stock Definition
(i1) Scale Variables
(iit) Opportunity Cost of Holding Money
3.3 Methodology and Model Specification
3.3.1  TheData
3.3.2  Non-stationary Regressors
333  Cointegration and Error Correction Model
334  Autoregressive Distributive Lags (ARDL)
3.3.5  Specification of the Money Demand Function
3.3.6  Stability Tests
4. ESTIMATION RESULTS AND INTERPRETATION
S. CONCLUSION
REFERENCES
APPENDIX

TABLE OF CONTENTS

vi

iti

vi

vii

xi

xvii

94

182

193



