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Constant GDP M1 R? ADF
GDP 111755.50 2.848 0.706 -3.007**
M1 -8728.80 0.248 0.706 -2.188**

- **Significant at the 5 percent level
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Constant GDP M2 R 2 ADF
GDP 130293.6 1.820 0.699 _Ek
M2 -21277.89 0.384 0.699 X

- **Significant at the 5 percent level
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Constant GDP M1 R? ADF
GDP 293810.0 4.83 0.085 -1.593
CREDIT -2975085 0.017 0.085 -1.971

- **Significant at the 5 percent level
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GDP, =125104.10 +2.696M1 ,

(0.392)
Log likelihood = -728.430
Numbers in parenthesis are standard deviation.
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Eigen value Trace statistics 5% critical value 1% critical value
0.4022 16.998 15.41 20.04
0.0006 0.0218 3.76 6.65
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GDP, =1798442+1.315M2,

(0.243)
Log likelihood = -743.529
Numbers in parenthesis are standard deviation.
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Eigen Trace 5% critical 1% critical
value statistics value value
0.4028 9.549 1541 20.04
0.0447 2.568 3.76 6.65
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Independent variables Dependent variables

A(GDP, ) AM1,)
Constant -4981.97 4550.01
A(GDP, ) 0.645 (4.374)** -0.028 (-1.062)
AML, ) 2.701 (2.748)** -0.028 (-0.355)
AM1,_,) 0.997 (0.941)
u -0.348 (-3.906)** 0.0315 (2.005)**
R 0.537 0.125
SE 38158.72 6792.64
D.W 1.721 1.816
F- test 8.128%* 1.376*
Wald test 7% =8.467%* 7% =1.129

- number in parenthesis are t-test. ** significance at the 5 percent level. *
significance at the 10 percent level
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Independent variables Dependent variables
A(GDP,) AM2,)
Constant -443 .38 4988.80
A(GDP, ) 0.272 (4.965)** 0.016 (0.769)
r__
A(GDP, ,) -0.309 (1.806)*
AM2, ) 2.907 (2.984)** 0.356 (2.567)**
t_
U -0.219 (2.232)** -0.023 (-0.940)
R 0.558 0.232
S.E 37285.34 5404.66
D.wW 2.079 1.448
F- test 8.844** 2.877*
Wald test Zz —3263* Zz ~0.592

- number in parenthesis are t-test ** significance at the 5 percent level * significance
at the 10 percent level
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Independent variable Dependent variables
A(GDP,) A(CREDIT, )
Constant 13990.72 -280.25
A(GDP, ;) 0.644 (3.670)** 0.006 (.785)
A(GDP,_,) -0.504 (2.698)** 0.010 (1.103)
A(GDP, ;) 0.014 (1.389)
A(CRED,_,) 2.130 (.700) 0.549 (3.833)**
U -0.075 (0.971) -0.092 (1.983)*
R 0.412 0.654
S.E 45440.37 1869.32
D.wW 1.976 1.945
F- test 4,372%* 9.075**
Wald test X7 =0.490 x° =7.975%

- number in parenthesis are t-test ** significance at the 5 percent level * significance

at the 10 percent level
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The Causal Relationship between the Quantity of Money
and Gross Domestic Product in
Saudi Arabia: Applied Study (1966-1999)
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Abstract. The Main objective of the study is to analyze the causal relationship between
the quantity of money and gross domestic product in Saudi Arabia 1966-1999. To
achieve the aim of this study, the cointegration and error-correction models are applied
in the study.

The statistical results show that the time series of variables are non-stationary in
levels and first-difference stationary. The cointegration test suggests that the time series
of variables are cointegrated and achieve an equilibrium in the long run. The error-
correction model results suggest that the output is determined by the the money supply,
which is consistent with monetary theory, Therefore, the quantity of money can be used
as apolicy instrument to affect real vairables.



