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Factors Affecting the Money Velocity the Case of the Hashemite Kingdom of
Jordan for the period 1980-2015
An Empirical Study
Abstract:

The aim of this study is to investigate the factors affecting the velocity of money
in its narrow and wide sense (V1 V2). The Kingdom of Jordan, Annual data covering
the time period (1980- 2015) were used using modern measurement methods; The
autoregressive Distributed lags Model (ARDL) and the ECM Error Correction Model,
The study concluded that there is a short-term and long-term equilibrium relationship
between the independent variables (income, inflation, financial development, number of
banks) and the variables of both models during the study period. The Expanded Dickey
Fuller test was used to test the stability of time series, and the (Phillips & perron) test
was used to enhance the result of the first test, The study found that 90% of changes in
the velocity of money in the narrow sense V1 are explained by the following
independent variables (income, Inflation, financial development, number of banks), and
75% of the speed of money circulation in the wide sense V2 The study concluded
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stability of the function of velocity of money in both models V1 V2, and this indicates
the ability of monetary policy in Jordan to predict the velocity of money.
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M1 258l e / Aaall milil) Jlaal = V1 Gacall Ginalls 5 @ill ) ) 52 4y
M2 258l e / Anall i) Jlaad = V2 ad o) ciaally 2 58ill o) )50 de
Ao aa 55 A6l il jall 5 Apabeaiiy) Ay el Tk 23 paill il iia (s A8l 20a3 Sy
2l sl 5 el ially ol ) sall e s o sl Gk 3 g8il) () ) g9 A oy JAA (g 405k
V1V2 28l o) )sade pugadaill (o jha 483e a4
V1IV2 2l o) )sade puy Ml shill (ndnSe A8 a5
V1V2 248l G ysrde pugajlaall dae (ndi€e 48e aa g
g Jlas
Baa gl jda Lol

sasgll )sha JLSA) aladiuly a5 g die Sl sl pailad (s dal s
(3 gaill A AR Agia S Q) 4y ) ysiul 45 e <aliSU Phillip-Perron ¢sos (bl
Sl (1) dsall (A gnse LS s

Phillip-Perron (pp) a/aaiul sas gl jda JLIA g (1) Jgaad)

Phillips-Perron Phillips-Perron el ysall
test statistic Level test statistic 1°diffrenece i
Constant, Constant,

GBI Linear Trend S S Linear Trend
(-1.979190) (-2.182169) (-5.981986) (-5.925070) V1
-2.948400* -3.544284* -2.951125* -3.548490*
(-2.315837) (-1.827347) (-6.462489) (-7.015373) V2
-2.948404* -3.544284* -2.951125* -3.548490*

(1.754928) (-1.075291) (-3.436349) (-4.371661) v
-2.948404* -3.544284* -2.951125* -3.548490*

(0.426809) (-1.794467) (-5.112703) (-5.084230) INF
-2.948404* -3.544284* -2.951125* -3.548490*
(-2.873467) (-1.474919) (-3.663114) (-4.401678) DE
-2.948404* -3.544284* -2.951125* -3.548490*
(0.253105) (-1.585220) (-5.688124) (-5.688867) BN
-2.948404* -3.544284* -2.951125* -3.548490 *
(0.253105) (-1.585220) (-5.688124) (-5.688867) BN
-2.948404* -3.544284* -2.951125* -3.548490 *
G sise Jie A gaall (F) dad Ao Ja5 (*) e gunall (F) 4 e J5 Gl 589 0 La o8 Y

5%
2l syl E-Views el p il Je alaie Wb Gl slae) ; jaadll
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8 8 e 23l 8 A1 il s Gl i (1) Jsal) e
(PP) 05w ol Jlial il () aliiasl 5 jiuse granali Led J W) (30 28 amy (S gl siane
o3 %65 (5 siasa e 73 salll il paand Al 3l (e 31 A s al) F A ol Can
JsY) Gl 2a) aie SI(0) (o A N JuSlad) )il aae (I yudy 13a Lol el sive
2 % 5 (5 sinsa e 73 gaill ) padiall aead A gaad) (e 481 4 sl (F) el v
. |(]_) @ A 3 Q) ) et
Gl e (o @il JalSill 25 g aae 5l 39y a5l (Bound  Test) dgaad) Ll
Al

V1 psgdal agand) SLId) ARy ha aladiady ¢ idial) JalSil) LSS s g3 (2) Jgaad)

F-statistic = 6.475087
da jilal) 4 jall gl
Clygioal) | Loal) dall | ealied) dagdl)
10% 2.45 3.52
5% 2.86 4.01
2.5% 3.25 4.49
1% 3.74 5.06

—daall el (4w ST(6.475087) sl Lviad) F-statistics s o)) Ly
1%, 5%, 109% 4 staell il ginsad 430 52al)
ot Al Al A 8 J gy o jidia JalS 2 ga g pdey AL paall dpuin B ind i
sl O e G o yide JalSS 055 e
V2 pogdal 3gaal) JLAS) A8yl ahadiuly & fidial) JalSil) LA g gy (3) )

F-statistic = 6.441986
Ao il 45 al) 4l
Clgioall | Lol dagdl) | aliel) 4ol
10% 2.45
5% 3.52 4.01
2.5% 3.25 4.49
1% 3.74 5.06
bl el ;a1 (6.441986) Axllll A wiaall F-statistics i o) La;

196,590,109 42 sinall Gl sivsal 4 s2al)
i il i) A i) 58y e LSS 35 ey AL ponll g b 5
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V1 Gaal) aally 36810 ) )93 e pud Ao gall dia 3 il gadll SIA Jlaady) zd gai pals

(4)J sl

2015-1980 3al dsadilgd) 4xia Y1 AStaall A \/1 36810 O 599 Ao s AN i il

ARDL (2, 4, 4, 4, 2)

Included observation : 32
Variable | Coefficient | Std.Error | t-Statistic Prob
Long-run : Dependent Variable vl
Y 0.000168 0.000094 1.781547 0.1024
INF -0.000028 0.026408 -0.001071 0.9992
DF -9.396178 1.263737 -7.435233 0.0000
BN -0.002174 0.003814 -0.570068 0.5801
C 6.193748 0.680526 9.101407 0.0000
Variable Coefficient Std. Error t-Statistic Prob
sort-run : Dependent Variable vl
D (V1(-1)) -0.278329 0.174434 -1.595615 0.1389
D (Y) -0.000194 0.000201 -0.965915 0.3548
D (Y(-1)) -0.001025 0.000344 -2.984682 0.0124
D (Y(-2)) -0.000597 0.000331 -1.801863 0.0990
D (Y(-3)) 0.000263 0.000182 1.444032 0.1766
D (INF) -0.010798 0.012034 -0.897271 0.3888
D (INF(-1)) -0.002028 0.016674 -0.121624 0.9054
D (INF(-2)) 0.010939 0.013601 0.804313 0.4383
D (INF(-3)) -0.026072 0.011837 -2.202648 0.0499
D (DF) -19.23722 2.991284 -6.431092 0.0000
D (DF(-1)) -4.222484 2.327489 -1.814180 0.0970
D (DF(-2)) 0.371278 2.217011 0.167468 0.8700
D (DF(-3)) 4.059042 2.889720 1.404649 0.1877
D (BN) -0.003162 0.002395 -1.320234 0.2136
D (BN(-1)) 0.003013 0.002579 1.168216 0.2674
ECM -0.903711 0.214532 -4.212480 0.0015
R-Squared 0.930318 , Adjusted R-squared 0.803623
,F-statistic 7.342969, Prob (F-statistic) 0.000807, Mean dependent var 0.020033
S.D. dependent var 0.245166,
Akaike info criterion-1.356824, Schwarz criterion-0.394935, Hannan-criter-
1.037985
Durbin-Watson stat 2.700196, Log likelihood 42.709109.

Note: Dependent variable is (vl ) and ARDL (2, 4, 4,4,2) is selected based on Akaike
Information Criterion.
,@.nl_“d\ DVl E-Views gl p gl e e YU dalill dlae ) ; jaadll
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M\d&uw\oﬂj6@\;@#\@Y\E¢\H@Wﬁ@jvld)&”
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s de pu (A (aleds) alld sl il Jama 8 e La ) ol Lead (053 (1977-1970) 554l
SV 55y 3 25 ()30 8 Bal ) Lganlamy ad gl AaeS By ol ooy 135 2 5
&V i il (-0.9396178) cualy Gum el sl it dadeo dad Lal ¢ JLESY) g
S sinua Mie Ay gina A g VI8 Gl H s de g Jll ) ghaill jaia n dSe d8De dga g
Ol de puy Jall Hghaill A uSall A8l dpsd juadll ) Jashall Ja¥) 2 o) s %1
Goalycalaadl ar e ate dalae dad ApalaB@Y) 4y plaill a e dUas 8 5] 2680
Ao sy G laall dae jrie G A gine 8 ApnSe A8e dgas ) i (-0.002174)
dalee da cuzly | Al (galiaidyl Glaiall aw ddihae a5 Jyshall Ja¥) 3 vla gl o )
O s Ao s dad e Ja3 (15 %1 6 siasa i Ailan) &y sine 4 5 (6.193748) il
Goalia @ Ul xosaid alae (o geady Ll i) ol jpaiall Gl s Gdy] o sal
G ) 5 A8l A S5 )5 %1 5 s i Ailan) & sina s Al 85 (-0.903711)
Olsd e ol () 5l SR il Ol (5) ¢z saill ¢llad) raaiai A plSa) s Ja¥l Al sl
ol gty Ll (¢ i 315 gl 83 gal) Jin) m i) (10 960,90 el 1.2 sl
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V2 gl gl Smally 3 68311 &) ) 93 A poad Ao gall dia 31 ) g2l (AIAN Iaad¥) 3 gad
(5) Jsadl
2015-1980 33al dsadilgl) 4xia Y1 AStaall A \/2 36810 0 599 Ae s A3 S il
ARDL (4,1,0, 3,0)

ARDL (4,1,0,3,0) Included observation : 32
Long run : dependent variable v2
Variable Coefficient Std. Error t-Statistic Prob
Y -0.000045 0.000019 -2.395520 0.0271
INF 0.012825 0.003476 3.689759 0.0016
DF 0.973511 0.186325 5.224801 0.0000
BN -0.000895 0.000452 -1.979175 0.0625
C 0.102510 0.128640 0.796878 0.4354
sort-run : Dependent Variable  v2
D (V2(-1)) -0.341261 0.161756 -2.109727 0.0484
D (V2(-2)) -0.364395 0.176676 -2.062508 0.0531
D (V2(-3)) -0.241705 0.162848 -1.484233 0.1541
D (Y) 0.000149 5.04E-05 2.952956 0.0082
D (DF) -0.766947 0.540934 1.417820 0.1724
D (DF(-1)) -2.360643 0.534799 4.414072 0.0003
D (DF(-2)) -1.239173 0.564934 -2.193484 0.0409
ECM (-1)) -0.811220 0.171922 4.718544 0.0001
R-Squared 0.753649 , Adjusted R-squared0.598059
F-statistic4.843820, Prob(F-statistic) 0.001167
Mean dependent var-0.008479, S.D. dependent var0.053355,
Akaike info criterion-3.643938, Schwarz criterion-3.048483, Hannan- criter -
3.446561
Durbin-Watson stat 1.634293 , Log likelihood71.30301.

Note: Dependent variable is (v2 ) and ARDL (4, 1, 0,3 ,0) is selected based on Akaike
Information Criterion.

Ll el E-Views gaelis gl e slaie Yl Galid) dee (a1 juadl
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