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ioward changes in the monetary growth raie. These effects are known as liquidity. income, adfu t * 1

price level efiects. The debate is centered on the existence and the degree of the impacl d 
-! 

rrr lL '

each of these effects. This has led to lhe division of monetary philosophy into two group4 G L L' rr

Keynesians and Monetarists. rrE= r ': -s:

This study investigacs the relationship belween monetary growth and mon€y market rates

rl'e \4:la).ian econorn) and i. b'!,tel up ilro'orr 'ecliun'. secuon I rc\re$s lhe rheo.eri

market are also discussed in section I. Seclion II describes lhe data sources and

employed in this study. The results and discussion of the anrlyses are presented in Section

The paper ends with a bnef surnmary and conclusion in seclion IV.

I. THEORETICAL BACKGROUND AND PREVIOUS STUDIES

In the Keynesian model, money is viewed as a non-neutral force which produces

chanses in the real economic variables (see CasaD (1969) and Leijonhufvud (1967)). The in

response of market inlerest rates towards changes in the money stock, known as the liqu

effect, plays a crucial role in explaining the transmission mechanism of i,he model. This initi

reaction ]eads to a chain of adjustments in the real level ofinvestment, output ard e

background and previous studies sunornding the lopic. Sludies relating to the Malaysian finan

lheoegreeof rhe.eadju'rmenrsishrghl) dependenronreoeld{icir) medsure.. nznery:

0.870. Supporting Latane, Tobin (1956) verified the Keynesian liquidity preference func

elasticity ofthe noney denand function and the interest elasticity of the invesiment

Latane (1954) investjgated the demand for money function for a period fron 1919 to I

He identified a slable behavioral relation between cash balances. income. and lons tenn

He noted that a l7o increase in long term rates reduces the amount of money baiance held

usiDg a hyperbolic function in depicting the relationship between money balances and i

'ale,.AnurherimponanrfearureotrheKe)ne.ianmodelr.rde-empha.r.onrhero'eof

phcnomenon in explaining an inflaiion.lry e.onomy. Prices are assumed io be rigid, thus,

(he real variables to change as money supply changes. According io Keynes, ani creasing

level is not a single monetary phenomenon but is an aggregate effect of many other fac

including nonetary and non-monetary events. Therefore, a variable growth rate of the

supply can be a tool in stabiljsing the econor,
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than before. A shorter lag was reported when Lhe Treasury bond and bills mtes were used

Gibson and Kuafman (1968) examined the sensilivity of interest rates to changes in income

and money in the postWorld Vr'ar II period.Interest rates were found to be positively associared

wiih income but negatively associaied with money supply. The impacr of changes in output

was greater than the monetary grorvth. ln addition, lhe output effect persisred over the long

run while lhe money supply effect only hsted for 3 nonths md faded away after rhar. The).

concluded lhat inlerest rale was a poor indicator of moneiary conduct and dismissed the effecl

of monetary g.owth on interesl rates.

Brown and Sanloni (1983) pedbrmed the regressions and causaliry tesis berween monlhl\

interest rare changes and money supply changes for 4 pe odsl 1914-29, 1934-53. I954 70. and

1971-82. Their results however are mixcd. The liquidity effecr is found in all periods excepr

for the second period (193,1-53). The income and price level effects are only evidenced in the

last period. The shon lived decline in rhe inrerest rate is followed by a series of signjficanr

polilive responses toward changes in the monetary grou,th ra!e. It takes 12 monrhs for the interesr

rale to adjust completely to a change in monelary growth. The causality berwecn intercst rate(

md money supply is one way in the third peiod (1954-70). Inleresr rates are exogenous to

monelary growth rate while the monetary growth rate is endogenous to changes in interest lares

In lhe iast period (1974-82) the causality is bi-directionnl. Bolh lariables are causing each odrer.

No signlficant causalion pattem is ideniified forthefilsl twoperiods. Thornton (1988) conducted

a study neasuring the fesponsiveness of inlerest raies to monetary changes using 3 differerr

specifications which have been used in previous studies These include. Distribured Lag model

(Cagan md Gandolfi (1969), Browen and Santoni (1983)), rhc IS LM modet (Peek (19821.

Hoffman and Schlogenhauf (1985)), and the Efficient Market model (Mishkin (1982).

HardoLrvelis (1986)). In additjon, he cmployed 3 di*ereni ncasures of monetary growth:

money supply (Mr), Adjusled Monetffy Base, and Non-borrowed Rcserves. He conclxded rha:

lhe response of interest rates is insensitile to the specificaiion used; howevef. it is sensiri\.

to the measurement of monetary growth. A significant negatile effccl is found when non,

bonowedreserves areusedas moneraq'variables. Further, he indicatedtha he ncgariverespon5.

is more pronounced in a period where the Fedeml Reserve placed greater emphasis on ihe

monetary aggregates in thet policy conducts.
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Hussin, Hee and Razi (1991) investigated the impact of financial liberalisation on interest rate

behaviour in the Malaysian economy. ln iesting the data fron 1978 to i991 they found that

Malaysian interest rates were largely influenced by external factors following lhe Iiberalisation

process. Domestic monetary development appffred to have less effec! on domestic interesl

rates which reduced the effectiveness of the moneiary policy. Seng, Yaakop and Merriss (1986)

examined the sensitivity ofthe Malaysian loans and deposit rares toward changes in interbank

raies. After the deregulation process interest rates should be more market determined and the

reforc show greater response to changes it market conditions. Examining interest rates prior

to and after 1978 they concluded that financisl iib€ralisation has significantly increased the

respon'i\ene.\ofrhelodn.dnddepoir''atesro.hdnpe'ininrerbark'dre'.Leeandloa{1082)

argued $at money supply in the Malaysian economy is more an induced variable rather dran

active variable. This is largely due lo the openness of the Malaysian economy whicb allows

extemal factors to influence the domestic economy. Therefore, the balance of payment becomes

a major factor that determines money supply in Malaysia. Aziz (1984) repofis the upward

adjustment of jnierest rates after the libemlisation process. He pointed that central bart inter'

vention in thc money marker is largely aimed at smoothing lhe varialions in interest rates rather

than attempting to influence lhe undeilying trend. A sharp increase in interest rates undermines

business confidence and adversely affects the desired invelitment level. Deviations from loreign

intercst rares could also lead to capilrl flow instability which is undersinbl€ fbr long ierm

II. DATA AND METHODOLOGY

The data for the analyses are garhered from the monlhly Stalistical Bulletin issued by Bant

Negda Malaysia (Central Bank ofMalaysia).It involves monthly observations ofnoney supply

and money market rates over a penod of l0 ye3rs (January 1980 to Decernber 1989). The rnoney

supply measuremen! is represented by the norninal amount of the Mr money circulated by the

central bank. Three nominal money market rates are used,namely;Tbillrate-3 months, Ovemight

rare and 7 day rate. The last two rates are measures of the KLIBOR (Kuala Lumpur Inte$anls

Offer Rates) which are widely quoted as the liquidily barometer of the Mataysian economy.

The statistical analyses conducted in ihis siudy are composed of three categoriesl Descriptive

Statistics, Regression and Conelation Anaiyses. and Granger Causality Test. In descriptive
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The degree of linear association be$een cunent money market rates and past monetary growth

is found by calculating the simple and panial corelation coefficients between the lwo variables

The coefficients afe calculated as follows:

> (ir-ui) (Mt k - uM)

Simple Conelation Cocfficient, ri(t)Mr, k) = t> (i, utF > (M,_k uMFt'/'

. R2" - R']ir!)w

a:

l. !Id-s- -i

+- rrrd':i --:

lL 
-.... 

--.- r!

:rd i r:':*-i.. ..

tF! zs_ :_i--

r 
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_rE ::
ts c f,E: :-:-
!E--n!:-r:rj

-{Fd!z:1 -r-.!i

-Er : ni :f

L ns{Lls $r

Partirl Correlation Ceofficlent. rit,)M(,k). W = [ IV2

interest ra|e at time t.

mean of interesl rate.

monthly money growth rate a! time t k (k=1,2"...24)

mean of monfily moneY growth rale'

all othef monthly money growth rales beside growth at r k'

coefficient of determinalion of unresrricled regression which includes all 2'l

of money growth rates.

R'zi(t)w : cocfficient ot' determination of restricted regression which excludes money gro

The partial coffelation allows us to identjfv the linear association of a specific lag whi

eliminating rhe influence of other lags Both of the coefficients range from -l to + I

positive coefficient jndicates a dhect linear association between the monetary growth

cunent inlerest mte while a negative coefficient implies the reverse

M'n

Rt"

The Granger causalily test is perfomed to examine the homogeneity of money supply

The result of the tesl defines the direction of causalitv between monetary growth and

market rates. The following unrestricted and restdcted equations are iested using the ordj

lexst square (OLS):



ureD?d aql JI E pouad-qns q 4"r lseralu! aot 
" 

Iq pedolloJ sr Z pouad qns uI qu\or; iE>r r:
rlot E 'rtesra^uo:) Z poued,qns uI et?r tserarut q8rq 

" 
,{q p3,$oIoJ $ srqt puR polj}: :,r:_

qt^\ol8 Ir4auolu q8q € Iq pesrrel.€r"qc sr I porrad-qns iuees eq uec sV qt^{of I.uorx -ri ,:; --;
8EI elqrssod aqt st$88ns urunto. umlu eqJ Esre^ 33r^ pu? sat9l lseratu1 qBiq Jo pour i !
po^\oIJoJsI,tIddns,(auouIutq]4\oJ3q3tq]oporcd"1sId.SuoI]?JndrHo^{lsI

sls.{puv sat9l tqrflx ,teuolu pu€ Ilddns lauou eql .roJ srDsrl?ls e^qdu.sep aA sdor{! - .-;r _

sNorssnJslo dNY sJ,.rtsai n
'Fs puo.as eql uI p.ld$rE .lrq^\ 1es lsrrJ eq1 ur pspafar sr srsaqtod,{q nu .qt Jr u:l :r r

.tr^Aor3(tdd1s(ruouJo(.rrrrSoroH.Jtqpue\ohrrqrurJArJq\F\!uonr\nrrjLfi-., (
sarldurr stes qroq ur saseqlod,{q Ilnu oqt Jo e.u?tdeirv ua^ord sr uorl?snEr IEuoqralp :- :
paFotar sr sosaqlod,tq llnu 3rI Jo euo IIuo JI ue^ord sr {rIIEsnp. IEuort:)ollp,lq ueqr :-.} - r
uI paFeta.r aJ8 srslqtod,{q IInu eA JI qu\o$ IrEtauolu ur sa8uEqr sosn?r atEr ts:]::: tE
sa{du tes puores eqt ur srseqtod.{q IInu Jo uoq.afru at"r isolotur ul $Bu€qr sasn!: *!. -;
I-l?leuoirl l?qr sat?rlpur les tsrJ aql uI srssQod,{q IFu Jo rrortrlf3u petJaier sr srslqlod i: :__: r
'la^et e.usprJuoJ,/,96 t€ c l€Jrtur lqt u.ql reteo€ sr rnsrlpls c ewJl slas woq roj p::-rE
sl rllsl]€N C eqJ sqluotu Zt puE i6 19 't :s8"1ruareJJp t roJ patJnpuor sr lser &rFr.-: x'_

'qt^{orB ftetauotu sasn€.:]lrl rsu3rul !
'ur\ror3 trrPt:uo u r\1pr lou \roo Jp, r\rrJt rl :

lnrurpro aql €ursn par

fauolu puE rllaorn_ (J

qr{\ol8 Ilddns {auour

Pu? qr{1ol8 ,(rEtauou

v't + ol I- Luo{.i

eJrqa ;q rrJrrods E I

so8u€qa el?r lsarllul sasn?i qr.\\ol3 ,ft€rauol\

se8uEqtr 3tEl rs.ralu ssnEr tou seop qt^\ol8 ,{J[tauot\

'a+f,r\,i'=,r
," * 

' 1aid i,. *,,'"' <, =,r

r+ Wa<= hJ

qt,$or8 Iouour sapn tr\

s8"t fZ rrE sepnt.ur qr

')i l

z/1

(^

'salq?uE^ o.]!tl aql uesar

ttaol3 trrElarolu tsEd pl

t€



38

TABLE I

DESCRIPTIVE STATISTICS OF MONETARY GROWT}I AND
MONLY MARhLI RAIES

Standa.d Coet{icicnl of
Mean Deviation Variatlon

Fu]1 Period : Jan. 80 - Dec. 89

M1 Growth
T BiI]
Ovemighr

7 Day

o.'762

4.362
5.651

6.864

0.906
,1.355

5.410
'7.',792

0.366
5.013
7.103
8.331

0.951
3.878

5.067

3.051

0.924
2.t72
2.852

2.918
0.863
1.,189

2.342

3.659
0.201
L,f38
t.650

2.662
r.008
2.500
2.919

,1.004

0.2r2
0.381
0.4t6

3.221
0.r98
0.2'75
0.301

9.99',7

0.0,10

0.202
0.198

2.',]99

0.260
0.527
0.588

Sub pcriod i: Jan. 80 Dec.

Ml Grolvth
T Br11

Overnight
'7 D^y

Sub period 2: Jan. 83 Dec.
M 1 Growth
T Brll
Overnigh!

7 Day

82

85

Sub penod l: Jan. 86 Dec. 89

Ml Growth
T Brll
overnight

7 Day

persists. we would expect fie interest rate level in the early i990s to be high due to high

grolvth in sub-penod 3. ln fact. this is whar happened in the Malaysian economy in thc e

1990s. The high nonetary growth liom beginning of 1 9 87 (averaging at 1 1 .28E per yeat

associated by the decade's highes! money mrrket rates. By the cnd of 1990 the T bill di

ratereached7.237. and the overnightrare andT dayratereached 6.79"/. and6.777, respective

Secondly, the lag etTect of nonetary growih is also experienced in the variability meas

Poiicy which varics the monetary growth rate is associated by a high variability in the in

rate in the forthcoming period. This is evidenced by the coefficient of variation which

low variability in monetary growth in sub-period I, followed by low variability in the
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TABLE 3

REGRESSION OF OVERNIGHT RATES ON LAGGED VALUES OF MONETARY
cRowTH RATES (JAN. 80 _ DEC. 89)

Esrimated Beta

Lag Coefficieni
Cumulatile Sum of

T Value Beta Coefticients

r.880
2.313*
2.491+

4.4t7*
t.451

-1.395
-1.382

1.587
1.169
0.141

-t.o22
-0.663
-0.6321

0.359
o.759
0.609
0.316
o_t'71

0.081
o.o17
o.592
0.251
0.045

4.311
7.54*

1

2

3

5

6
1

l0
l1
t2
13

14

15

16

t'7
l8
l9
20
2l
22
23
24

4.t21
4.221
4.279
{.285
0.r80
0.113
0.r12
0.196

4.144
{.055

4.122
-0.074
-0.070

o.o42
0.095
o.o1'7

0.040
0.o22
0.010
0.050
0.074
0.030
0.005
0.033
6.989

0.576
6.151*
1.480
0.700

4.121
{.346

4.621
-{.909
-1.089
-r.262
-1.134

r.630
1.114
1.829

-1.950
-2_O25

-2.O95
2.O52
1.958

-1.880
,1.840

-1.818
-1.808
-1.758

t.684
1.714
t.'719

1.152

Adjusted R Square
F Statistic
Std. Enor ol Estimate
Rho

Conected fbr first-order autocolrelation.
*Significandy differenr from zero at the 957. confidence level.
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TABLE 5

SIMPLB AND PARTIAL CORRELAIION COEFFICIENTS BETWEEN MONEY
MARKET RATES AND LAGGED VALUES OF MONETARY GROWTH

(JAN.80 DEC.89).

Simple Corelation
TB Ovemight 7Day

Pafiial Corelation
T Bill Ovemight '7 Day

I
2
3

4
5
6
7
8
9

10

ll
t2
l3
14

15
16

t7
18

19

20
2l
22
23

4.O23
o.o2'7

0.006
4.012

0.007
0.018
0.042
0.057
0.062
0.018
0.009
o.o29
0.054
0.o58
0.0'74
0.066
0.049
0.047
0.M8
0.004
0.009
0.045
0.073
0.038

,o.166
{.199

4.232
4.242
-0.153
{}.156

4.\39
-{.156
{.107

4.026
-0.064
-0.M8
-{.049
o.a2
o.o76
0.087
0.064
0.058
0.045
0.043
0.062

-4.007 -{.159
4.009 4.176
{.016 {.141
{.010 4.025
{.003 {.083
0.014 4.092
0.033 -0.057
0.040 -{.011
0.031 0.096
0.035 {.069
0.035 {.012
0.056 {.113
0.066 -0.068
0.012 --0.020
0.066 -0.016
0.059 {.011
o.u2 0.011
0.100 {.019
0.089 0.016
0.094 0.119
0.111 -0.004
0.110 0.075
0.106 0.009
0.t24 --0.013

4.t22
{.140

4.124
-{.037
-.0.081
{.001

-{.041
0.131
0.061
{.056

-.0.034
4.O76
-o.051

-0.014
0.009

-0.013
0.030

-o.006
--0.004

0.082
-{.013
0.044

-o.001

-0.018

4.2t9
4.266
-0.285
4.n8
4.r'72
-0.164
-{.r63
-{.186
-{.138
-{.053
-{.121
4.079
{}.076
0.043
0.090
0.073
0.038
0.021
0.010
o.M1
0.071

-0.030
-o.005
4.O42

-0
-o.01
-0



\OISN'IJNOJ ONY IN\I\;.,

uusfrpt\ rqr ur lr8urq. i.rtod,{.nxcuou lto)rr rqiJororErrpur t|c sr plsn iq u.r.r::
isnqJ Ir^.t .ruaprtuo. ,/,96 lE ruDrurutrs .l[ SSEI II? tr s.txr:tuxqrJ]ut ;qr rot ii
'uon.arrp ;rorN .qt ur Fur^olu ]lp. s:rrur tsirilur tpqt st!.1trJr ti)llnu turqltur.ru:

wlq prn'e. aqf !ot'r I s.ritur Jo I.r. I p3r.tlrl rqt orrts ns ol pa.{o tdure .n s.r..: r l
l3lrlru )Iu€qretur .$ lo uorlr^radns asolr sur?luuru {tuoqlnE rfilleuou i(t
prsrFrrd sannod .qt qli.r luatsisuo. sr rtrs 3qJ 'p.ldoptr ttrrrq {Irod Surte;rrr::- ,

i,.'iJ',rrr^. 13 ir.ruourr .,ur.l.'J._ op\'tp...!: rI.t ..or r.. 1rr ''

rou s.op ql^\ort ]irrlauo]\ 10,{or: ,{]?tsuoru ol sellr Iulrqralur niorl Suruuni t!!,: :

itrtlrsnl. rqr tE$ s^\oqs ttnlrr rqj'i Er.r.D s.tEr rlir.rul ui seturq. srsnr. itd d.. l

s,!\oq1 (:rt sr|uolu t ltrq Jj pou.d i-ul cuo {tuo ,iorouo.3 uus,iEJl]l/{ aqj trr pr|r1 :

Ieuolrl lo {lrru.Souoq oq.L 9 etqrJ !r uaoq! arr ls.r {trrEsn!. r:8uE.rD .qr r.

:Juauadr: snor^..rl uo posEq.{tatos rol: r, :

prcsroj.q ptnoqs uesoqi,(.nod.ql l|qt rto! ot tuxEodulr sr tl .{u()uo.. urir. ,

'tuorqr rruouo3a sru,{eyJo uoDr.rtddn eql rol .3uepr^i ;ut-rcddns s! u.)El eq r.i!:
s'ql Jo stlns..r rqr i:rol.r.ql ,(urouor:r uusi'rpt{ :)w ur slra}}3 roupl):)d\r ..u. _ :

aql.lo apnlm;nu rqt st..Jjr unt ur strt.L srr.f ;utruo. ur s:r?r talr€u {ruou :

3qt l.alD tqSru s.iu?qr Inllltmr:_ as.qt l.qt ,(trlrqrrso.l q.irq sr arsqt sat rs.r.rr

to rnohEr.i3q eql patr!]]r ,ilsnopoeus! sPq s3qq;r. arrt .ql ur:JEId loot llrrl: ,

ln r.u'roij rqr rsnrDa pas snisQ sv {lUouo.ir uErsixtPl\I:qt u r rsryr op s1r.lr. uolr!t r:; :

.tuosursqllxqlpitor.q noqssr'r3r.^{)Hr..lJsirrpnrbrtsqrol',{ti\uIIrr'rrll.r:..
uottcFrdaJ:r.ud pu!.uro.rrr 3qr sE iuot s!.^rt..x..rR s.rrrlod lx.rr.ir-riNf.-.
ut rs,{n tirn rqt ur itqp.nddr irq rqStur .tdr.uud nuouo.. sirutr:) tnqt.tr.rpur oi ru.r.. .

zsO 0
6t0 0
0€0 t)

290 0
tto 0
!..t0 0
890 0
r90 0
r1J0 0
910 0
azo 0
6t0 0
8t0 0-
t90 0-
920 0
LOI O

9!I 0
6tI 0-
991 0-
tlt 0-
atz 0-
zgz 0
661 0
99T 0

;i0
q0ll

0,i),

It0
0l0 r

t;0
lJ'|r i
tlO 1

060 ,

rf0
9l'|ri
610 1

tal i
€!0 L

8tI (

981 i
!91 l
i9t1
ZLI I

814 i
!8a r'
994 ii
6ra ,

'rlurouoJ: a!t i\rlr!-:.

I'?Jllr,{r-r:nrnor iraqt trr toot r !r iLddns {euour 3sn ol {tuoqrnp ftEt.rou 3qt {Ll

.s.ql iruouo.. uortDuur qi_nt .qr ot p:rdruor s! p.runouord os xru rl! sl.a|. t.. :

3ruo.ur aql .r(u .qJ s0861 .qt nr)q8no.rqt rr;6 2 rn tudEra^E luouor. uotl"-:l

p.su.lirrltqr sr lrrs,{rl?n ]3Lr€Lu Tt?qritur .ql ur .{rusrrqtr ritpar3 spr!.rol pl.- -

tqSru rr.ts{s p.uruusrrp l3lrlrlx r sprr^\or sortqira rnrt iqt ur uorrru!:: :

rsar.tur Jo uorlPsrrlj.qlt .qJ s.ru NP.qr ur rql Jo (rueirr{+a a{ tr.Jlx ost| f
:urlurq rqt ur sluDq Surpxrl I\.l lo ..u4sr\. rqr iuollrpp€ ul lu?q Fr!u.. .qr :

llr:rrt sr uourxrruritrp iiE.r is:)r.tn sE p.tqnop !r s.rtqn-r. lll?s :rlt ur r.)lm ..tuf- i

!t

^ECt I tq;rui.
uort€lerro:

HJI\O)JC ld
IgNOI^tr NA&!\-l:



TABLE 6

GRANGER CAUSAIITY TESTS J Azb-z-A-

T Bi]I

Ovemight rate

7 Day mte

Set 2

o.317
2.054*
r.002
2.354*

2.1423
3.2t24
2.668'
3.370+

3.871*
1.021

3.331*
1.350*

b+V
bE

erP-
ddt

ruA
d}ibla

t-l

Lag

F Statistic F Statistic

Set 1

2.424+
1.006
0.987
1.297

0.545
0.873
1.195
0.a7 7

0.290
1.151

0.783
o.862

3

6

9
t2

3

6
9

t2

3

6
9

12

TI

* Significandy ditrerent from zero at the 957, confidence level

ld.r
d

bt!
l-
qlT-1
hiI

b
fI

IB I*,
ll&

.-n
h

ll
Ei
t&.

rl-'
t



'8I-8 186I IIed 'ocsrruerd u?s Jo {uPg a^resod lEl:pet ^a1^2v ,ao org

..'saFrouo€ SurdoF^ac lllsBg rrjrcBd ur rp/{orC rruouocg pue uoq?Url, .I-n .,{lJ

'286I'ssa.rd

o8!.Il]Jo dlrsre nln oqJ 1916l -r98I 'sel?U lsaDlul Fre 
lse.ud 'aluo.q ol uoryIed neql

:illop8ur-t parEn erp ptre selgts palrun eqJ ur spue{ ,{lerauow ' fV 'zw^\qrs pue 

- .nz-ft ,oL6l ,reJJV rRtrouocg Jo e$llsul uopuo.I

'arq.a'J I?uouew Tocurnd rsrld ,.'-&oaql ,&slauoN ul uopnlo^au-Flunot e{L, '! --

's€

-ozz '896I \rrew'^'ta^av )tuouoxa oru"av .,'K3IJod Ireleuoy{ Jo eIoN eql!, . 

- 'LZ-O| '896t '8ul'u"urJ Fqueplsex pue sSul^ps Jo arue€Fo.J

896I al{l Jo Supeecord !,Sel!{ Narolul Jo Ia^a.I eql SurltoJv srolcpd,, 'W 'uerup.l4l

'0€6I lJoI ,raN 'oe lulc?t^ ls atul to tuoaqJ aqJ 't'Jaq.F!'

.z8I-9gI '0861 'sserd uoru?8red ,.N.c .eletpnerry pue:rf

''I r{,\ {qBoJ fq parpo 'paruap!^A ?uo ?znssl to ta^rns V :sa!.qunoJ padola^ao ss4 1
tt\od traauow WD (2uow ut ('sJO.IroJ seFd ftBrauol Uo I.?crJg aqJ,,.4..I.A.slsot

'62-tI '9861 tqoog uofurxe-I ns-H '3uaq3 Iq polpo 'saytunoJ x.1s4

r{lxDd u! utoP\ Wo (xltoJ lolxl1tu! vr ..' Nor/.je^O uV :sorlunol ursBg cll.?d ul rllroFt
,{$rEFBeUpu? soAueq3lollew prcueur.d,,'I,^l I I'uo$rlqonH pue'S H'3mql'I I .JJF|IC

.t3

-086 '286I raq(uorec 1dr!^a{ xtuolrox| xorlraav..'q?u rselalul Eo slsoJJg rfieF6tl
Jo ureD?d oEIJ arlr Iq pellduq sE ,{.[od ,try'l3uot{ uI 3€'] eql- cV 'gtopueD pse

'z16r ']loi ^\aN
rruiooo4 Jo n?rng PooqsN Edlsrrtul oosrr{J3 {-rsrruot^t Jo qruueqJ a.{L 

- 'LZ-LOZ'G96|) Z oN I IoA '8ullrra
'!!paD'()uow Jo IDuJnol .. unl 8uo'j 3qr ur {.uot^l Jo ,{rtpnnrN-ooN rU-, d

'92-9I '€86I roqru4desnsnSnv 's1t1o7 ts lo 4uog auasatr papa{ ..'

eleu lserelul Jo SursrJ 3r{r pue ql^1oro /&elauol^l,, "fO luolups puE idA{

'99I{II 't86I 'uq[ru3"r{ !I W rd nIS Aqp4ilJe 'puolotu

uodo?uts sru'ddurqd Dts{DtoW o'sauopuI tzutug Jo (pnts V:DtsV|tDtqtnosul

wD suotnt!ttat IDtJuoutJ or .. 
"rs{EFW 

or sleryEy{ puB soonruqsul letJwurd,, v z

-tl

*09€ t

tzo l
* Il,8 €

+OLE E

+899 2

*zrl z

*r9€ z
z00I

*bs0 z
LLI'O

!

z res

rtslsrs J



48

l4

15

l6

11.

Cibson, W.E. and Kaufman, G-G., "The Sensitivily oflnterest Rate to Changes in Mone)

and lrcone," Journal af PolitiLaL EcononJ, 1968, 472'78.

Hardouvelis, c.A., "Monetary Policy and Short Term Interes!Rates: New Evidence on $e

Liquidity Effect." Economic Letters, 1987. 63 66.

Hoffman. D.L. and Schlagenhauf, D.8., "Real Interest Rate, Anticipated Inflation. and

Unanticipated Money: A Mulii Country Study." Reriew af Economic and Stati.rtics, MaI

1985. 284-96.

Hussin, A.. Heen, N.T., and Razi. A.. "Financial Liberalisalion and Inle.est Rate Dete.

mination in Malaysia. Bank Negara Malaysia. Discussion Papers No. 12, 1991.

IHE \CC'
.-.A7-i

_ E l::s [L

Johnson. H. G., Selected Essays in Monelary Economics, George Allen and Unvin Inc., I 97 8.

Lanyi, A. and Saracoglu, R., "The Imponance of lnterest Rates in Developing Economy.-

Finance and Dewlopnent, June 1983, 20-23.

20. Latane, H.A., "Cash Balance and lnterest Rate - A Pragmatic Approach. Re'i€w o-

Eco omics and Statbti:s, Nov. 1954, 456 60.

21. Lee. S.Y. and Joa, Y.C., Financial Structurcs dnd Manetary Policies in Southeast Asie

Martin's Press. 1982. 98-125.

22. Leijohufvud. A.. "Keynes and the Keynesians: A Suggesred lnterpretation." Arneri.dr

Econonic Reriew, May 1961 .

18.

19.

24.

25.

23.

2',7.

26.

28.

Mishkin, F.S., "Monetary Policy and Short Term Interest Rates: An Efficient Marker'

Rational Expectation Approach," Journal of Financ€, March 1982. 63-72.

Parinkrrj, D., Monet, Interest and Prices, The MIT Press. 1989.

Peek. J., "lnterest Rates, Income Taxes. and Anticipared lfilation," Anerican Econoni.

Reri"w, December 1982. 980-91.

Seng, L.C.. Yaalop, R., and Meris. R.C.. "Deregulation of Loan and Deposit Rates.

Commercial Banks in Malaysia. Bank Negara Malaysia, Discussion Paper No. 5, 1986.-

Thomton, D.L., '"Ihe Effect of Monetary Policy on ShorGTem Inleres! Rates," F€dela

Resene Bank oJ St. Louis, May/J\tne 1988, 53-71.

Tobin. J.. "The Elasticjty of Transaclion Demand for Cash," Reriew of Economics Statistit

1956. pp. 241-241.

. :\ JR(

t, -,- ,


