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Abstract:

This study examines the long-run relationship between monetary aggregates, prices, and real output in the
Jordanian economy using quarterly data for the period 2008-2023. The study applied Johansen cointegration analysis
to investigate the long-run relationship between variables. The results showed the existence of a long-run equilibrium
relationship between the three variables. The study findings revealed that narrow money supply (M1) is neutral, as
changes in it did not lead to changes in the rate of real output growth, while broad money supply (M2) is non-neutral,
as a 1% increase in broad money supply led to a 0.28% increase in real GDP. The results also showed a positive
relationship between price level and real income growth. Addressing potential endogeneity concerns, the study
recommends a monetary policy that relies on monitoring broad monetary aggregates (M2) as a better indicator for
influencing economic growth, with the necessity of coordination with fiscal policy to address the specific challenges
of the Jordanian economy.
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Oe lle dap 535 2ga (1) s B masall LAl £ 350V
B;'\ﬁm sl C-:\;ﬁa'.'i CJ}‘J Crasal dua ‘j.\.\'wﬂ\‘g E\EM\ @Jﬂ\
sl i g ¢l S

didiall Jalsil) zilS 3.4

climial o da¥) dlish ls ke agag las) ) La i
ouilags Jlaal ) el epmpl) 13 gasaly i) 28
-yl Sl (Johansen)

JalSll Cpuilasas laal @ (3)5 (2) oY) Vsl meas
Max-) A5l skl adV) 3al chladl il oo il
JAlSH sy cpelass glils (Trace) V)5 Eigen)
SV AR aall s S las) clebaa) Oyl o i)
4l dgng Coyelily Aiall Ll iy Cus tdaall el
Lngia (5 it olaiass addey ccliatall O aaly s JalSs
3 (ECM) 4 ¢(ARDL) :(fie cimidl Jol&s e a5
a5 (FMOLS) i (DOLS)

Zivot) JlasY (Eviews 12) galiy leasiul ¢« udll aliey
oo sl mig sasgll 31 ((and Andrews, 1992) (ZA)
Bansll 3 chladl Glawdl) 8 34Y) die LKl cile Uil (e
813 S Lkl s )bl (1) sl 3 (ZA)
D Laph (ady Wiy Yy cdariiudd) Enejl) Abulad) b sasl
Ll gaeal Ejicall sasgll

B ga ale JS (M) sl Gaje aial CBGN Lalis (paliig
cllgid) jlaad Hdage gelad e ) ggiady clig € dxila
sy atiye 05S0 38 GiSa Uil (2016-2014) 85l ke
Ganaill UL Z5ag) i aiall ddlye pllal cd0adll) Ao
Lae graal JAN aie oS Ay ol e
LgysS Aajly oladY) oY) 5 DA L cilelaay
D 1385 8l jdal d5jdall L pdll Gl aodiies Yl
S iy Bang Jda e gat Y Ablad) G )

(MT (oaiil) goanall aladioly) ojidial) Jalsil) jLad) (2) Josad)

Series: LOG(GDP) LOG(M1) LOG(CPI) |
Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.366338 39.62279 29.79707 0.0027
At most 1 0.146907 11.79214 15.49471 0.1672
At most 2 0.033841 2.100060 3.841465 0.1473
Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
| **MacKinnon-Haug-Michelis (1999) p-values
Unrestricted Cointegration Rank Test (Maximum Eigenvalue)
Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.366338 27.83065 21.13162 0.0049
At most 1 0.146907 9.692077 14.26460 0.2329
At most 2 0.033841 2.100060 3.841465 0.1473
Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level
**MacKinnon-Haug-Michelis (1999) p-values
(M2 (s22) gganal) aladialy) elidial) Jalsil) jLI8) (3) Jgaad)
Series: LOG(M2) LOG(GDP) LOG(CPI) |
Unrestricted Cointegration Rank Test (Trace)
Hypothesized Trace 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.375823 50.37807 42.91525 0.0076
At most 1 0.184040 22.57008 25.87211 0.1221
At most 2 0.164023 10.57007 12.51798 0.1036

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values
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Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.375823 27.80799 25.82321 0.0270
At most 1 0.184040 12.00001 19.38704 0.4152
At most 2 0.164023 10.57007 12.51798 0.1036

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level

* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values |

Ay=c+dect;ta Am+BAp+e  (7)
e 30 Jine AM 5 cidall @l 3o Jue AY Gam
Gab i e LSy o(panzmill) Slan) 3ai Jiee AP s 250
Lads « N(0,07) aniss 53 i) Wasll 3s g5 daainjle!
I (sSe aan ) Bolall (gl el mln s
Al Uad s 3aC il Jal€ Jilas b (Jal) dbh
(one period lagged error correction term) saaly 55

:(ect)

G lal 7Y Lyaly cpail (B 7 3sal) ladd o e
2S5 Ll liidag gl sl Jlaal V) Jolas (@Ml Lgdde
s of &Y aball bays Sl «(Grauwe and Polan, 2005)
e Jiae b Al 5ok chaa Lo 1Y ellyy (Ghay S Gila
358 el IS 13g L skl Ja) 8l Sl Y s g8
Yy peemil) U Y)Y B ) e ol L
Granger and s 43¥) doledl 3 iyl oda

(Newbold, 1974)

4580 abad Aislal) Siall Ciladsal) kS il (4) Jgaad)

Dependent Variable: DLOG(GDP)

Variable Coefficient Std. Error t-Statistic Prob.
DLOG(M1) -0.134995 0.241164 -0.559764 0.5778
DLOG(CPI) 1.350024 0.563525 2.395678 0.0198

EC(-1) -1.015305 0.145582 -6.974100 0.0000

C 0.000426 0.007595 0.056082 0.9555
R-squared 0.525820 F-statistic 21.80847
S.E. of regression 0.049653 Durbin-Watson stat 1.804056

498 abad Aislal) Siall Ciladpal) ks @il (5) Jgaad)
Dependent Variable: DLOG(GDP)

Variable Coefficient Std. Error t-Statistic Prob.

C -0.021231 0.011628 -1.825888 0.0729

DLOG(M2) 1.628090 0.566683 2.873020 0.0056

DLOG(CPI) 0.589671 0.779475 0.756498 0.4524

EC(-1) 0.388476 0.147071 2.641422 0.0106
Adjusted R-squared 0.147523 Durbin-Watson stat 2.021976
S.E. of regression 0.064945 F-statistic 4.576426

ALalSia Cpndgail) b Bl maen Gl cdushll sadl e
Gl Qushall JaY) e s palaiess Lin (g € jie Sl
Aehsall Anadl il A ) ziealS (Lagis
(Autoregressive Distributed Lag Stationarity model)
Fully QS daiiadl Lokl il @ladyulls ((ARDL)
Gladyally «(modified ordinary least squares) (FMOLS)
Dynamic Ordinary Least) ZSall Loldl (gl

-l ye (Squares) (DOLS)

G (M) 3580 Gage sl Jajd Jo (4) Jaall il s
b 3 (sl (N el gl e sad Jana b il 35
Sa Japs by (5) Jpand) milis iy . iall @) a5 Jaee
) (mje i Jane (b il o3 Cus (M) a5il e
3 el e Langy giall @l 33 Jiee (B 508 80l )
5aLy ) (63 Lhan) Aally gl (il G (Uadll maaas
JAA 3a3 (g dmge ADle agiy Lohidsll AN e Jaee
Lol Gl il V) il (f leal) (sgine sy «pial

(M) Alls 8 Liloan] AN

(M1 3583 Gae Ala) WS dadiaal) dislal) Gial) Ciladsal) ks mili (6) Jgaad)

Dependent Variable: LOG(GDP)

Variable Coefficient Std. Error t-Statistic Prob.
LOG(M1) 0.160418 0.052694 3.044355 0.0035
LOG(CPI) 0.563815 0.135239 4.169016 0.0001

C 4.824707 0.200501 24.06323 0.0000
R-squared 0.811999 Mean dependent var 8.842234
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Adjusted R-squared 0.805732 S.D. dependent var 0.114946
S.E. of regression 0.050663 Sum squared resid 0.154007
Long-run variance 0.000953 |

(M2 3583 (o Ala) WS dadiaal) dislall Gial) Cilagsal) a8 il (7) Jgaad)
Dependent Variable: LOG(GDP)

Variable Coefficient Std. Error t-Statistic Prob.
LOG(M2) 0.286309 0.069971 4.091806 0.0001
LOG(CPI) 0.298973 0.166724 1.793220 0.0780

C 4.541738 0.151934 29.89286 0.0000
R-squared 0.815743 Mean dependent var 8.842234

Adjusted R-squared 0.809601 S.D. dependent var 0.114946
S.E. of regression 0.050156 Sum squared resid 0.150940
Long-run variance 0.000762 |
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