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The role of Monetary and Financial policy in economic growth
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Abstract
The current research aims to effect the activity of financial and montary policy on
the real factors in economy. Throughout the development of economics, most of
economists have not confirmed the Monetarist and Keynes, their theoretical accounts
confirmed the activity of funds in economics, but the difference is in the range of
possibility that the money may affect in it. The Keynes demonstrates that funds have
their own effect little in a short range, while the Monetarists realize that funds have a
large effect in long term and neutral in long time, thus, it is referred the activity of
money in economics for short term. The study divided into two parts; the first is the
theoretical implication that have the notion of the fund effect and the neural role.
Mechanism that the funds may affect the economics, this can be seen in a literature
review of the most scientific bases, whereas, the second part of the research the
econometrics needed to activate the hypothesis. This can be done through the

application of time sequence of Jordan from 1966-2010 by Granger Causality test and
vector auto regreter, and this has confirmed the activity of the research.
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Null Hypothesis: D1LOGGDP has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic based on SIC, MAXLAG=0)

Prob.* t-Statistic

0.0040 -3.928198  Augmented Dickey-Fuller test statistic

-3.592462 1% level Test critical values:
-2.931404 5% level
-2.603944 10% level

*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(D1LOGGDP)
Method: Least Squares
Date: 06/12/11 Time: 00:39
Sample (adjusted): 1968 2010
Included observations: 43 after adjustments

Prob. t-Statistic Std. Error Coefficient Variable

0.0003 -3.928198  0.139223 -0.546896 D1LOGGDP(-1)
0.0030 3.154970 0.019251 0.060736 C

-0.000955 Mean dependent var 0.273446 R-squared

0.084629 S.D. dependent var 0.255725 Adjusted R-squared
-2.351028 Akaike info criterion 0.073011 S.E. of regression
-2.269112 Schwarz criterion 0.218553 Sum squared resid
15.43074 F-statistic 52.54710 Log likelihood
0.000321 Prob(F-statistic) 2.107281 Durbin-Watson stat

s5ill el s gl s L) il (2-2)d s

Null Hypothesis: D1ILOGMONEY has a unit root
Exogenous: Constant
Lag Length: 0 (Automatic based on SIC, MAXLAG=9)

Prob.* t-Statistic

0.0032 -4.012524 Augmented Dickey-Fuller test statistic
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-3.592462 1% level Test critical values:
-2.931404 5% level
-2.603944 10% level

*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(D1LOGMONEY)
Method: Least Squares
Date: 06/12/11 Time: 09:14
Sample (adjusted): 1968 2010
Included observations: 43 after adjustments

Prob. t-Statistic Std. Error Coefficient Variable

0.0002 -4.012524  0.125875 -0.505075 D1LOGMONEY(-1)
0.0070 2.842185 0.017596 0.050011 C

-0.004969 Mean dependent var 0.281966 R-squared

0.084407 S.D. dependent var 0.264453 Adjusted R-squared
-2.368076 Akaike info criterion 0.072391 S.E. of regression
-2.286160 Schwarz criterion 0.214858 Sum squared resid
16.10035 F-statistic 52.91363 Log likelihood
0.000249 Prob(F-statistic) 2.086060 Durbin-Watson stat

eosSall Bl sas gl Hia las) i (3-2)dses

Null Hypothesis: D2LOGEXPEND has a unit root
Exogenous: Constant
Lag Length: 1 (Fixed)

Prob.* t-Statistic

0.0006 -4.625450 Augmented Dickey-Fuller test statistic

-3.600987 1% level Test critical values:
-2.935001 5% level
-2.605836 10% level

*MacKinnon (1996) one-sided p-values.

Augmented Dickey-Fuller Test Equation
Dependent Variable: D(D2LOGEXPEND)
Method: Least Squares
Date: 06/12/11 Time: 09:34
Sample (adjusted): 1970 2010
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Included observations: 41 after adjustments

Prob. t-Statistic Std. Error Coefficient Variable

0.0000 -4.625450 0.328938 -1.521484 D2LOGEXPEND(-1)
0.0084 2.781574 0.222520 0.618956 D(D2LOGEXPEND(-1))
0.8700 0.164763 27.45619 4523767 C

-19.74732 Mean dependent var 0.380217 R-squared

213.0216 S.D. dependent var 0.347597 Adjusted R-squared
13.20393 Akaike info criterion 172.0607 S.E. of regression
13.32931 Schwarz criterion 1124985. Sum squared resid
11.65589 F-statistic -267.6805 Log likelihood
0.000113 Prob(F-statistic) 1.784083 Durbin-Watson stat

S8 e ) i (4-2)J 5o
Pairwise Granger Causality Tests

Date: 09/01/11 Time: 12:42
Sample: 1966 2010

Lags: 2
Prob. F-Statistic Obs Null Hypothesis:
0.0240 4.13204 42 D1LOGMONEY does not Granger Cause D1LOGGDP

0.8124 0.20898 D1LOGGDP does not Granger Cause D1LOGMONEY

0.3270 1.15321 41 D2LOGEXPEND does not Granger Cause D1LOGGDP
0.0316 3.80961 D1LOGGDP does not Granger Cause D2LOGEXPEND

0.0641 2.96744 41 D2LOGEXPEND does not Granger Cause D1LOGMONEY
0.9673 0.03327 D1LOGMONEY does not Granger Cause D2LOGEXPEND

axiall A lasal ladl x5 (5-2)d sas
Vector Autoregression Estimates
Date: 06/26/11 Time: 20:29
Sample (adjusted): 1970 2010
Included observations: 41 after adjustments
Standard errors in () & t-statistics in [ ]

D2LOGEXPE D1LOGMONE
ND Y D1LOGGDP

146.2001 -0.046406 0.136995  D1LOGGDP(-1)
(420.296) (0.18063) (0.17823)
[0.34785]  [-0.25691]  [0.76863]
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-1044.382 -0.165035 0.141480 D1LOGGDP(-2)
(384.438) (0.16522) (0.16303)
[-2.71665] [-0.99889] [0.86783]
20.46794 0.527355 0.316010 D1LOGMONEY(-1)
(371.691) (0.15974) (0.15762)
[ 0.05507] [ 3.30133] [ 2.00487]
261.0501 0.184179 0.142919 D1LOGMONEY(-2)
(398.668) (0.17133) (0.16906)
[ 0.65481] [ 1.07497] [ 0.84537]
-0.072627 -6.05E-05 0.000123 D2LOGEXPEND(-1)
(0.21355) (9.2E-05) (9.1E-05)
[-0.34009] [-0.65953] [ 1.35588]
-0.609590 0.000221 6.87E-06 D2LOGEXPEND(-2)
(0.22230) (9.6E-05) (9.4E-05)
[-2.74216] [2.31434] [ 0.07286]
78.42444 0.049243 0.028659 C
(51.7050) (0.02222) (0.02193)
[1.51677] [2.21607] [ 1.30705]
0.338765 0.423459 0.387433 R-squared
0.222076 0.321717 0.279333 Adj. R-squared
913913.1 0.168799 0.164349 Sum sq. resids
163.9506 0.070460 0.069526 S.E. equation
2.903155 4.162068 3.584023 F-statistic
-263.4208 54.42224 54.96984 Log likelihood
13.19126 -2.313280 -2.339992 Akaike AIC
13.48382 -2.020719 -2.047431 Schwarz SC
-6.758049 0.102946 0.109105 Mean dependent
185.8851 0.085554 0.081899 S.D. dependent
0.517657 Determinant resid covariance (dof adj.)
0.295207 Determinant resid covariance
-149.5178 Log likelihood
8.317943 Akaike information criterion
9.195627 Schwarz criterion
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