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Abstract.

In this paper we investigate both thelongand short-
run relationship between real money balances. real
income: inflation rate. foreign interest rate and real
effective exchange rate with reference to Yemen
over the period 2005.01-2014:11 using ARDL
approach which is a newly developed econometric
technique. The estimated results indicate that in
the long-run real income: inflation rate. interest
rate and nominal exchange rate have a significant
impact on real money balances in Yemen. The
dynamics of real money demand show that the
effects interest rate and the exchange rate are
much smaller in the short run than long run. The
results also reveal that the demand for real money
balances in Yemen is stable. The a stable demand
for money function is essential for the conduct of

effective monetary policy.
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3alel oSe taudey cunrestricted error correction version of ARDL model

1AW sl e g (3) Aalall 2 Asidoll 25311 e clall A1 bl

e OrlalSie (o puiie (ya ST i 55 Lautie s pad Vg dslinie S5 2y 535yl Bloll e watall il JalSall ggie ol ool oS3 -1
.(Pesaran and Pesaran. 1997:291) juat gaseut 2. 1(1) L3531 35,401

13 yiaall bl aiiasg  (1002) .1a te naraseP s anl s yoll @l e 3 & o Lea(5002) nayaraN Lt as -2
soaalie 085 sualia 03 o elualine sae Sle Jaids
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n n n

MInRM, = a+ Z’G“ MInRM,._, + Z’fo MLnRY,_, + Z’EE" M INF,_,
i=1 i=0 i=0

n n
+ Z‘R‘” MInEX,_ + Z‘GEf ALnTB3,;+ A, LnRM,_,
i=0 i=0

+ A, LnRY, , + A;INF,_, + A, LnEX,_+ A; LnTE3,__,

B9 Aalae 2 Jaskallg pualdl| Gl ole zaged! @llae )l le med! 148 Sokaiks
$rlune Bale pudviu (1) Aejsll o Uas i Ol b Jolo dadily .odel Aduall 2 ridge 52 LeS
Aalae 39559 -(SBC) 5 (AIC) Aa® 35 21 3 Yo yhiist @iy cu (SBC) 5 (AIC)
(9,20 Olalae piad @.m‘@mm@@l) Aalal (es 23| 9 5yl Badi il
2 Attt O kel Doty 393301 ole bt 239 50 5o (By1s B Bais Bass Psi) A oY
Py YKL {]
AG Uadtt mowal zhged JB 2 Ofpmdill (a8 Ed! (el 3as0 e HLisY g
(Pesaran and cuishas te daiis ARDL zages o ofybusy ol ytuee g si ( UECM)
Ol o S | Alaglo A8 39 9 A01S0) HLaist 2T 9% s - Pesaran « 1997. 304)
Aeia3 ity (Bounds Test) sguasdt jLiist adsday 8 pad Lo o2 oS pa st zogedd) 2
pday JOLEN adall b yall HLas @i 5o 3ykas -(F-test) dolasty Wald jLas e
siws Aygine pad IS (o @igeld! Oyl (3 Ji Alyslo ABMe of &I e JolST 3929
waes (INRM;_1,InRY;_1,INF;_{,InEX; 1, INTB3;_,) sitad ot ety
oIS 35253 A1 okt a1 atie (Hot A, = Ay = Ag = Ay = A5 = 0)
F ailan| Zed Wylie I3 oo (Hyt A, # Ay # Ay # Ay # A5 # 0) 1,50
(Pesaran ety (Pesaran and Pesaran: 1997) g> ;381 i1 4 gt @u@l ao 3 yukats
Hguusme 1t | A gt | @B (0 (1000 gazne s g e - A Lie ¥ F @ ity @l 2001)
@3 29 J(1) (81 oo 19 Ayt (o Aslstie ARDL 7353 2 St il JS o 4 53 po
d(0) &1 1o Ayttt (y0 AalSTlo (3955 Ot il IS (3 A 58 o Aaguume S 53 W19 (AN T L
058 (Sad 318 e ¥ U Aad Daguat) F daid O3glal 1318 . a1 ot JAS I @@l (2
COLS 1) Lof (ke (12 3a1 Jaich g Ol 3kl (i & e JolST 392 9 pctas JILEN adtall (5 54t
Ot | 0 A gt B a8 CaBg Wl 29 actall (1o pall (1B (Sas W d3(d 3a¥ | St (e JBI
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A > A8 yal Dcia J Judhudt pamas pLAY (o oy ¥ 43D @3 (09 @l 5153 D1 (Sas ¥ d3fd
OIS 13 Lax@g (3 puudl) O3l dde le dadias FHLaS ) o lalt ae .y 530 U1 B JelS
-oladiy Cald e Joiia ARDL 735

Aao Ay S ¥ 5 pual s Abigls A5 Mal! Orlelne jadEl ALGY 3 glad)| 608 aCliue
Aslal) 2 st gt e g ARDL 73503 caass et 2 €1T0T COTrrection as pusuas
0853 i adaing - Ut uowall 5)datl) dalall I (po 031 oil) 5agal) Ao juw 4D pal Wt (4)
SO () JolSS ABMe 3929 e LSTU Aagineg ((Adlu) piio (po 3T Uad)) rionial dolae

T35l A Lial) danllil) O HLAS Y1 @ai Ol 3 gsaidt o181 Ao (oo USTY Yo (a9
2 Laagag e (3o Al @l OSLLS (aay 3929 (o 2ASI DIHLds ) 2 (AWD sladS (Jial
SO a1 g (B gl I Jo Sy | Al 392 9 (pe BASTY ¢Sk D ged!

3193 e CUSUM and CUSUMSAQ tests jLiist Gudad @i 3 i 59kanS
O alat AS @t 51 piw¥ HLst P i (o ARDL 73508 s priomiall Ao @S das 73 5ol
«(Brown et al. 1975) Lea gyldisnt plisiul @in U GGl g - juadlly Jaglalt ale ¥
Cumulative Sum of Recursive Residual 3aglatt o81sdr aS1,301 ¢ el HLcisn!
Cumulative Sum of saglat! 31501 Slagpt S paeantt sz iy (CUSUM)
Olelaelt Sl 5,3 Gaming Squares of Recursive Residuals (CUSUMSQ)
(CUSUM (10 US s las¥ iledt gt g 131 ARDL z3g0dt ad) uowal didual 5543t
3 pauwa yul Orlalall 0B (1955 9 . 5% Augine g giwe e Ayttt Jn1s CUSUMSQ 4
Goul! 108 die A auf! 3guadt gyl (i aS il (ubaa W hiilan ¥ ke ) JSEN) JEBI 131
.(Budha.2012. 5)

T35l padas Ll -4
(Unit Root Tests) sas gt yis jLis -

2 Oleludl o oSudt HLARY Addod dwlys (1 2 Aeuiud! Ol plas! musl
DY g Sl LG A3 2. Gguald Arad] (o O pmdill (195w poudsl B AGodalitt Ol yul!
o S Cdlay S OB A )dll ziged S pmdilt dcie 3 Juwdlatt (Stationarity) ¢esw
OHLC Y 0l pgdil (e deliald Bgw Awlydtl O W1 S o1 yiae Ol HLilsn| adal @l yg -3u ol

90 Ol it o (ye st Augmented Dickey-Fuller auwsts (p158 -Ss, jlaist a9
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I iy ce (Budhai 2012: 5) (I(2) &) lgedl 6L g pall 2 A8 lu Cund plaiad
AlalSClo Lot Aty Jomo S ikt (3955 o1 ARDL zegiie ptimitanly &3 5t JalSI 73 50 Gl
.(Obben: 1998: 114) (I(1) i) St ¥t gralt ;o Aalstie oi (1(0) $1) sm 25 1 ;e
(1) @By Jgu> 2 duasale 5L EaLGY

(1) ud, Jgu>
I(1) J(0) sLasr s ot yim HLasy (ADF) auwsts pr9a — Sus jlcis
S gt To¥ g patt

caby Cubioladly | Cobd sladilg Culd

-1.5173 -1.4340 -14.2938x -14.2926x
LnRM,

(-2.8863) (-3.4486) (-2.8863) (-3.4486)
LnRY -1.7766 -1.7908 -4.1546x -4.3784x

(-2.8865) (-3.4490) (-2.8865) (-3.4490)
LnIN -9.0200x -8.9819x -11.5726x -11.5192x

(-2.8860) (-3.4483) (-2.8865) (-3.4490)
LnEX -2.0015 -2.2446 -14.0529x -14.0889x

(-2.8862) (-3.4487) (-2.8863) (-3.4487)
LnTB3 -1.4008 -1.1106 -8.9691 x -8.9815x

(-2.8861) (-3.4483) | (-2.8863) (-3.4487)

(Slkas S

5% giwe e Aygime x (1)
5% Agine Ssiuwe die (A padt @B (I i LAY Olilas | Jawl (ol 93¥1 o al3,¥1 (2)
.33 13 uadi dsmy (Schwartz Info Criterion) jlats 3ay a7 dwlids « Uas¥1 3,58 Jats (3)

595 le g Al yAl) O pudte (98t (52 — S8 HLAS LD (1) @By Joantt (o

B9l L WS LSS g (Soiud! L S L 3id 7agaidt O pdlio e O gy LGS W1 108 ZILG

ZLD CAlS LeS .god! 2 (She A HLAS Y mIL0 CAdS i g eualll @i 1de Lo (ot oY)

@M zgitt 98 ARDL zrgin s cdde 9 (AGLN (g pat) 2 WIS s Ol pudio 3920 9 P (s H LW
St B 2 393U le Cdlal) Jdocl
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(ARDL) pgie ptuiciuls & 0t JolS HLas -
Bound Test s gustt jLiis -

3529 91 W idin JoIS 3520 9 0 ¥ 51 (BN iy ARDL g ga iy plaatt Jd

13,53 LeS Bound Test s gust jLiis 1 Ay ylo plddiuly 73 galdl Ol pdie ons Jo i Aliglo 283e

(Wald test) jList iyl oo Llast L2 gL (2) @) Jouad! 5o ey - Latlu
J(4) Watats 2 3lad) O it s ot

(2) p3y Jous
Bound Test sgustt L b dwligt F ailas ¥ a0 gusti a@h g 4 guintf ot
slai%1 g Colil ae

NEPS PSS TR ENCPS POUCTPV-TIN NEPY PR TPe-]

K F 1% agiae ggiwa | 5% dagine csiwe | 10% Aagine oo

I0)y | Ich Loy | Lbh | IO IchH

LnRM, 4 | 4.6664 4.4 5.72 3.47 4.57 | 3.03 4.06

+ Ol ML

.Pesaran et al.. (2001) 3ay [(0) Las%1 astty J(1) ¥t aott Ax yoft @aatt -
Eviews9 aejs ptasviuls F adtas| aed Lle Jomnd! @ -

$okud lad) Oipaiel! F aslast o (Jodat) & A all g (o pals LeSy

Aa)Y Olueed Ae¥ 1ttty 1Y il At gt @@l ae Aeddl) ol AYyliesy (4.6604)
(4.57) At gt @alt ¥ ) Aad Gjglad L6l das D coladilg Carld pe Aayuuds§ Ol pdlie
o S idie JalST g g pray JALEN edall (b5 yall a8) e Les 500 Aagiae Goiwe Lie
e LSy Les @ageddt Ol pdiie (i &I ki JolST 3929 ole iS50 SU1 e ¥) (rgeldt Ol puilie

Ja ¥ Alske g 5 puad O puditl Olalre e Jouandt (4) Aralatl jauas

Jo ¥ Abigls ABal) 4ET A LG -
19 Sila t ¥ (po AL 3skadl ! I JLEDYI @ 3 Ll JolSTH 39 9 (po SS T cny
Ol 28 5Lt Joni (a9 - (4) Walall 2l gl gomidt e 39201 le cdlall Aalae juddl (redld
(SBC) Schwarz Bayesian jLae e slaie¥ @3 o1 o¥1 (g pat (o (358 JST a3 M ¢ Loy}
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-dastalt Ja ¥ Olelae ,uddli maLh (3) @d) gt oo as . Criteria
(3) pd) Jgu>
ARDL zgie pluivials 73 g0t Ol il Justall Jo i1 Slolae judds
Dependent Variable: In({RM,)In{RM,)

Regressor Coefficient t-values p-values
In(RY,) 0.9956 6.1920 0.0000x x x
INF, -3.6805 -2.7014 0.0080x x x
In(Ex,) -0.9320 -2.1437 0.0343 x x
In(TB3,) -0.1498 .2.5958 0.0107x x
constant 3.4913 2.1053 0.0376x x
trend 0.0037 8.1077 0.0000x x x
s Oltas S

N i (I P 10% ‘5%‘1%95@‘534“““41:'@@:.1&!&42_’31 dagime I g3 X xx (xxx .1

-eaedalt @iyttt St ndn pay 2
SBC jLme e slaia ¥y juiait adec 2 ARDL (2:2.1.0.0) zagedtt jlasi @ .3
4

g paudS ZLG e Jguantt EVEIWSO el o putniut

ohe J guand! 2 Comand B Oyt 51 «(3) Jgutoedt 2 A g pal gL (p0 il 9 9 LaS g
qouall A1 g1 (s A Y39 Angine oAdiod) (Sull) Aalacd . Lilas | Aygiall g Aadgitl O HLaY)
Bebaay¥1 2 AliiLas B30 ot L 3T (535 aw 190 gty Gind) Sl 53035 O o1 By
AU A Gn

Coo (3520 LIS W1 ol (S sk 1551 w3l EniY Jobme O gL quias LS
Ja¥) It (obiaiy radt 2 31,01 o 1 Aalal) e g .-3.68 @il Juias Aelae Cals
LAz 3..\.44)3’!"_,:5’.\.3 WG G

.3584 A G| cdlall e (Ll (b 5B A UBLAN jaw sdlie O EILLYY jglaS LS
0l A1 Gl8 (WU aeg L ALIEY Ay ,MAU D a8 98 LeS Adlw 3)lily dielae Oply Coos
alall Aag® il | 315 Lo S ciay Aalall

A1 208 (paulai g - Adilas | Aagine g A lus 8 puall yaws Aalae i i Dy i

9y 39301 Lle Gadntt cllall 3305 I ($355 Cgw  pall yaw 2 10% 1ay43 3aLj of N
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239311 e cdlal) Slaai 2 Alealt It 30 dde Gllay Lo po Aesuio Aol ol Os L .9%
.(Kjosevski. 2013: 47)

1 I N1 5 puad ABal) pdBT L0 -

Qi S0 UL 64D 5 ud (Aad G 5l Und) zowall jldod! ;ddl zla (4) Jodat) oo a0
Aolas| Aygime OIdg Adlw (Ecm,_  Ecm,_)) ¢ as) 5 5y Uad) ) iowald 5 yuEt delall o
Juall 35311 le cdlatt of o T o8 -0.279 S 161 das D S aB5%e 90 LeS (Afdle
e cdialt o i L(t-1) 3280 2 4051501 (giewd M (0 27.9% Jalas Lay (1) 3380 2
day Jagtalt Gut) 2. 40515501 Lgiand o Juald Jaldy A gy (00 ST Sguw (3l W 39500
B3ulS Lo > (11 (B9 (031U el ) A juu Aalall 08 Jiadg . (Z2sedd!) ALALT 2 Aodiall 3
3 A (o ST IO Ao @y a1 3500 2 (35192 I (51 (oind s A
(2) p3y gy

ARDL z3se g5 2 Uadl puoual z3sed adds a2l

Dependent Variable: Aln(M,)Aln(M,)

Regressor Coefficient t-value p-value
AIn(RM,_,) -0.2461 -3.1349 0.0022 x x
Aln(RY,) 6.8663 4.5163 0.0000 x x
Aln(RY,_,) -7.1492 -4.3699 0.0000 x x
AINF, 6.2398 4.2055 0.0001 x x x
Aln(EX,) -0.2599 -2.2014 0.0298x x
Aln(TB3,) -0.0418 -2.0905 0.0389x x
Ecm, 4 -0.2789 -5.2574 0.0000x x x
Trend 0.0010 4.8955 0.0000x x x

adj R2adj R? 0.4175

SE of Regression 0.0199

Diagnostic test.

A. Serial correlation (LM test) ¥ doren X7 auen (2) =4.05

(0.132)

B. Normality ¥ v X werem = 5.1650

(0.0756)

C. Heteroscedasticity (Breusch-Pagan-Godfrey) x%qp ¥° g5 (2) = 10.02

0.438)
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1 SO lkas YL
st geonial Aslae o519 . SBC jluas e slaie¥ s ARDL (2:2:1.0.0) zagedtt jhiini @ .1
1R

Ecm_,, = InRM, — 0.9956 * Ln(RY,) — 3.6805 « INF, — 0.9320
In(EX,) —0.1498+In(TB3,) — 0.1498

ALY @@l il g3 G ald )Y L2
&te 10% 5% 1% sgine Giwe die Adlas| O pudEi Aagias ] gl X (XX (XX
e

SBC )l e slaie¥ by juiatt ddes 2 ARDL (2:2.1.0.0) zageitt jhint @ .4
ZDge 535 LD le Jguamtt EVEIWSO zali j putsiant

T Aagl! Lo LA (3o 13000 (yeu gL 52A (o (o J9BH (3Sad (G Lo ohe Luneuslig
o 2 (s g g Y o I JalSTN JLABL O X 51 1o Lol 5oLENY (el
IS (T B gal) o Jaald (AR plUaGH 2 3 guul) 259D 392 9 o ADL g (oSualinl) JSeigh!
Sy A gy (v SIS (S Ao Loy Liad LGT AL 9 (S W poiad LaSTH cay Jaglall S 1 2.
¥ Jaske 5316 e S1B1 0¥ (e 84% poualt

(30 02 1 Ao EAT June Aalas i ZLE I e ey ((4) Jguadt 1 Bagatlyg
iy ) A 519 Ay a LB ) oy AN AT e 55k G L L1 1 bbb | ypine gl
Jgeint! 2 Aot LU olkgl Ladng . Liliasm| Ragine (i 3yuuad 15157 Lo puad) yausg ButiLaty
6.80) (8 G jall jawy BN jawy (adnS S Ja ¥ §ruad dig,l od (4) @3,
oo JB1 8yl pawg 3AOLAN paw Oilig pe O Ads MLy st .oy le (-0.041 :-0.259
Sy sl S 1 2 Lagi Do

(o o9l g Zageit) Aedlu ey odei (4) Jgda! 2 Ayguat! Ofsliam ¥ 5445 oloyg
- Undt ! iowad zdged 3150 duadmillt Oislas ¥t M (po Gy (Awl@l OMUSAL
Adlais | ey 815l acdall aa)ell Gaso (Jarque-Bera) jLas ) g (e pals Cos
@ Y aclie, YLl il B el 313 dol ) 39 g pute g . 5% (e ST ,29.0.0756
(Breusch-Pagan- ;Las alusiuly oold @it dus s ad) ctasy (LM test)
-l 933 e dauogs @ 48 ARDL zaged of 11 jLis tade s .Godfrey)
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2930 Ao cdlal) ATIS H) WGl HLiS -

Ja ¥ Olalas ol skl (oo JSLY 98 ragaid! ;adET Adas (o 3y Y1 Soladtl Jialy
gsedly ((CUSUM) 3aglatt 315 aS1,501 ¢ gamndl Hhcinl pldiniuby U3 @by (Jaglal!
LY (aid Ao (1) gsadt (o a0 .(CUSUMSQ) 33 glatt 31501 Slas yt aS1y3

Jone 5yl yie LIS 3 phlune yuBt) 73 gadll 3y4a0 Oidlalatl o JSEII IS (pe el g
Aot 39t S 13 39l 16T (3 39S AL ()L N ¢ Lia ¥ (St | JSY 28 9 Cipom ¢ doaa! yudl
i) 63881 LA GISaly dily JoEM (SKas A 01 (e Lusuliy 5% Aygine §siue dic
SLATEY | 2 Aogadnal U giids EILA (9535 (319 (Gl (o yal! @ 9 6 Slue Ll

CUSLIMSC CLSUMS S 5 slas Mg L SR (1) 000

12
0 - 12
[:F ]
id —_
['T ]
1]
_ od
-10
o3
[
a0
" 02 i
BNF HOG  MOF  20M  HOA MAD M1 N2 MMD 20 S e O R0 A D A A
CLE L % Siprficance CUSIIMA ol Sopsnid e Seywlianea

1Oluagill g A -5
ALl Lawlul oy g313dmmay 352301 le cdlall AN JSug AZBAY 4B jall yliad
A Oud (AedY) olgh Al - Agd ) Dt 1Y) M Joogll Aeld 305y Awlw
OLaa¥) Oy tddey . 6aLaiBY L ,aTuY | Olubuw 2 Aegl! J1gadl Sl 393301 Lle Cdlalf
Sube Awlyyg 39311 Gl clall Als oy Corte T Adiedal | Ol ) dadtally A9 L@ ¥
L IS 2LaTBYI GaTue o Avedly Lo gl Srloadl ST Sloa¥l o008 SUd tduley byl yaiul
S 5y STl O W) AG Gt old (e mé ey LAl gl WG £lgw Jolt (o pmSSTH
cullal) AN uAGT Al ydll olB AWl (B3 9mall old dud g (ied! SLaTAYI 2 Sluwlydlt ol
Gl (pe A AL ST TN SIS Ao | Auongill Aluniuly hed! ALaTBY| 2 35311 le
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.Pesaran et al. (2001)

(g5 13dmeg 35391 le cdlalt (ny &Y yide JolST ABMe g9 I dwlyldl Cliogl A3
Zal dalae gf gt HLiS | I (po ((BuBLAN jawg (8 juall jaw g (@il Juaeg (J5utl)
.54t Uasyy

Aind) cllall Gle 73 et Ol Libas | (Saine 50 392 9 (oo Aulylll LS LeS
O Ayt CiS Coo .ad) ALaiBYI 2 ostalt Ja¥1 2 My auwish las 35501 Lo
Jaas Ol g ovall doighl (e A8y dinge RGnS) Pl (e JST 5uEt) Slig bl lelae
9 AT Juae 330105 e LG Gl Ja¥ ! gomd Jooill 31 81 JuddT (I 5 prdes Dl lu @il
2 Aalan O g (riad! ALATBY I 2 Alealt I | 531 B3 biw (o] 3 pidine Al (0 pual ! i Aalae G
s Lga OF W1 Obaa¥ ) 2 28550 98 LeS Agime g Al b 301N

35500 e cdlall e A1 A (el @Al Juae O g LGN O pgldl (S (e @l 11 e g
A0 das g o 2 Lilian | Lgliginn (0 2501 A A e dilalae Ds Lo Coom uadl! Y21 2
(8 pual )y g BAILAN pmi g (Aot ) 3l (30 JS il ) Jor BT 2 292101 e SEGnS) culal
il S 20 puall g BAOLAN pauw (e S 3T (LA fe LU CALS (SIS aeg .dadd
sl a2 die

CUSUM. CUSUMQ Test iz yList I3 (a9 ciasl (Al yad Cibimgi g
A3ua1 Olabiul! zrase Lod i paiw® L @uch gu! of1 olines 39201 e LRGnt! cdlalt Aa O I
B a0 o mell e ¢yl g - Aleld AanEd Auluw ALas 2 39301 le Cullall AN Lo sleiel)
2553 O i Aty Lt Cliag N LI 1 (Ao Ll) OBLd) Aaa gt 1,155 d3i LGLaSI
o Ida e ¥ Cllally (elS 9o ole (Ao Lie GUL COIS ey Al gi LD g leg sitom
Aadlue Jidd Awlydll old oy ,30 Lol (S ey 35301 e cdlalt ALY G el Sl
Lolasl CuankB i o gt AN Lghi g (352301 (oo Cllal) g g goy GLall acdal) (SaLTBY Y Los¥) 2
) 2 351 e culall A1s Jo Slat (oo ka3t bibes 91 L
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a1 AQld
g palt ARUL a1,

Al?t  puanl! (95 Ao (29211 e cdlalt AN 1 skl (b, :(2008) aMw s (et

YR [PIe ] bt (IR OS {0 RO P W b ]

A ¥ AR a2
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