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£ 04y = 1,45¢0. 83)
ARCH(4) = 2.43(0.66) JB = 2,5(0.39) RESET(1) = 0. 87(0. 35)

£,48) = 5. 74(0. 68)
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The demand for narrow money and its components

PAN Hong-vu. DENG Shu-hui

Laboratory of the Management, Decision and Information Systems , Institute of Systems Science Academia
Sinica, Beijing 100080

Abstract: This paper makes a systematic study about the demand for MO .I)IY and M1 of China. Qur e-
conometric tests show that the demand for money appears to be sensitive to income, price level. interest
rates and monetization. The growth rate of money supply is more than the sum of economic growth and in-
{lation rate, because there exists monetization process in China, This process promate a rapid growth in the
demand for money.

Keywords: money demand; monetization; cointegration; error correction model
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