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Abstract

The demand for money is an important pillar of macro-econometric mod-
els. This paper aims at specifying and estimating econometric model assists in es-
timating the optimum level of liquidity required by the Sudanese economy taking
into considerations that many attempt has been done in this respect but the results
were not satisfactory since the difference between the estimated growth rate of
money supply and the actual.

A simultaneous model will be specified and estimated containing eight equations
of money supply components aiming at formulating effective policies.

The research contains the following sections: literature review containing theories
of demand for money and empirical studies, proposed model, results, and conclu-
sion.
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Estimation Method: Three-Stage Least Squares

Date: 03/17/08 Time: 20:12

Sample: 1956 2006
Included observations: 51
Total system (unbalanced) observations 343

Domestic Credit to the Private Sector il gUadll {laall Jga¥) Ala
C(1) 311.1 54 .4 5.7 0.0
C(2) 2.8- 0.8 3.6- 0.0
C(3) 11.3 1.6 7.0 0.0
C(4) 0.02 0.0 3.3 0.0
Equation: BCK1=C(1)+C(2)* INF+C(3)*DCY+C(4)*CK
Observations: 50
R-squared 0.548062 Durbin-Watson stat 0.625915
Adjusted
squared 0.518588 t (tabulate) 1.6766
Domestic Credit AS! 4ol Jga¥) Sla
Coeffi-
cient Std. Error | t-Statistic Prob.
C(5) 154.8 45.9 3.4 0.001
C(6) 3.9- 0.8 4.6- 0.000
C(7) 1.0 0.0 35.2 0.000
Equation: DC1=C(5)+C(6)*INF +C(7)*DC1(-1)
Observations: 50
R-squared 0.96 Durbin-Watson stat 1.52
Adjusted R-
squared 0.96 t (tabulate) 1.6766
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Demand Depositscllal) cad adlagl)

Coefti-

cient Std. Error | t-Statistic Prob.
C(8) 0.07 0.01 13.63 0
C(9) 0.31- 0.02 13.70- 0
C(10) 335.59 42.97 7.81 0
Equation: DD1=C(8)*DSP+C(9)*X+C(9)*INF+C(10)*D1
Observations: 50
R-squared 0.79 Durbin-Watson stat 1.15
Adjusted R-
squared 0.78 t (tabulate) 1.6766
Financial Repression (i) clubual)) el aadl)

Coeffi- Std.  Er-

cient ror t-Statistic Prob.
C(11) 13.2 2.6 5.1 0.0
C(12) 0.0 0.0 4.1- 0.0
C(13) 0.0 0.0 6.6 0.0
C(14) 0.0 0.0 3.6 0.0
C(15) 0.3 0.1 4.5 0.0

Equation: FD=C(11)+ C(12)*Q1+C(13)*RSV1+C(14)*MSDOT+C(15)*FD(-
1)

Observations: 50

R-squared 0.93 Durbin-Watson stat 1.26
Adjusted R-
squared 0.92 t (tabulate) 1.6766

=
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Demand for Foreign Currency 4xia¥) dlaal) o Gihl)

Coefficient | Std. Error | t-Statistic Prob.
C(16) 36.8 9.0 4.1 0.0
C(17) 0.0 0.0 3.4- 0.0
C(18) 1.1- 0.3 3.3- 0.0
C(19) 3.1 0.6 5.5 0.0
C(20) 0.5 0.1 6.5 0.0

Equation: FRATIO2=C(16)+C(17)*X+C(18)*"MNT+C(19)"BOPY+C
(20) *FRATIO2(-1)

Observations: 47

R-squared 0.86 Durbin-Watson stat 1.45
1.67
Adjusted R-squared 0.85 t (tabulate) 66

Net Foreign Assets 4xia¥) J ga¥) ila
Coeffi- Std. Er-
cient ror t-Statistic Prob.
C(21) 5.2 2.2 2.4 0.0
C(22) 0.9 0.3 2.6 0.0
C(23) 5.4- 0.6 9.1- 0.0
C(24) 0.7 0.1 10.0 0.0
Equation: NFA11=C(21)*INF+C(22)*BOP1+C(23)*XDOT+C(24)*NFA11(-

1)

Observations: 49

R-squared
Adjusted
squared

0.81

0.80

t (tabulate)

Durbin-Watson stat

1.59

1.6772

=
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Currency with the Public s¢eal) 52 dlaal)

Coefti- Std. Er-
cient ror t-Statistic Prob.
C(25) 28.9 1.2 23.3 0.0
C(26) 1.8- 0.5 3.8- 0.0
C(27) 0.0 0.0 3.2 0.0
Equation: PUB1=C(25)*MNT+C(26)*INF+C(27)*CK
Observations: 50
R-squared 0.79 Durbin-Watson stat 0.995
Adjusted R-squared 0.78 t (tabulate) 1.6787
Inflation a3zl
Coeffi- Std. Er-|t-
cient ror Statistic | Prob.
C(28) 1.1 0.1 8.3 0.0
C(29) 1.0 0.1 19.5 0.0
C(30) 1.2- 0.3 3.7- 0.0

Equation: INF=C(28)*VDOT+C(29)*MSDOT+C(30)*YDOT

Observations: 49

R-squared 0.83971 Durbin-Watson stat  2.03
Adjusted R-
squared 0.832741 t (tabulate) 1.6787
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