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The main purpose of this study is to analyse_éﬁdfééses a particular

dimension of the process of monetary control in Trinidad and Tobago over
the period 1970-1979. The analysis'concentrétes onrthe effecfiveness of
the instruments of monetary policy in controliing the expansion of in-
stalment credit over the review period. The choice of 1970 as the starting
point of the study should be obvious for that year has the greatest political
and ecohomic significance.Since it was then that due to economic and sub-
sequently political discontent an attempt was made to -change the existing
“economic an& political order. On the other hand, the choice of the terminal
yeaf is equally significant, for the economy had expéxienced an unprécedent—
/expansion _ S

ed economicf/ as a result of the rapid increase in oil price initiated by
the Arab—Isfaeli War of October 1973. This wofk could thus be regarded
as an appraisal of,transformatiops_in the instalment credit market brought
about b& tﬁe oil boom° |

Muéh,has been written on financial developments Within-the
VTrinidad and Tobago economy during the-Posf-war period, but no gerious assessment
of the dynamics_of the process of monetary control as it affects consumers
aggregate demand for goods énd services has yet 5een attempted., The -
present study arose out of our belief than an overall assessment bf the
impact of monetary policy on the demand and suppiy of iﬁstalment credit

is much needed.

‘In order to reach anm analytically meaningful characterisation
of the complex monetary relations inherent in the control of instalment

credit, and to identify the changes that have taken place in the credit




market, wé-need és an initial steﬁ9 to-focuéé atientioﬁ on the

controversy in-the'literature surrounding such basic questiéns as

(1) What is monetary policy? (ii) How does it work? (iii) How

effecti&e ié monetary policy? (iv) How could its effectiveness be

enhanced aﬁd at the same time miniﬁize possible adverse side effects?
in the céurse of ﬁhis study, sevgral conceptual and methodological

pfoblems has been réised as a result of the general lack of relevant

" gtatistic. For data collection agencies have never troubled to

eagtablish systematic stétisticél seriés on some indicators of supply

and demand in the instalment credit market. Nonetheless in recent
years there has been a growing fecognition of-thé need for more information
to really assess the working of the financial system.

The present paper seceks to.make a modest confribution to thié
area of research with special reference tb the case of Trinidad and
-Tobago. It ié hoped that more serilous studies will be undertaken in the
future as more disaggregated data on the instalment credit market
become available, |

The paper is arvanged as follows:

Seétion l\éeté the scene by discussing some of the
thebrétical controversies sﬁrrounﬁing quéstions {i) to
(iv) ébqve. We hopé that this exercise will clear up soﬁe

of the ambivalence surrounding these questions.

Section 11l examines, albeit Briefly, the institutional
framework of the instalment credit market in Trinidad and

Tobago.



" Section IM attempts to evaluate general evidence relating -
" to -the responsiveness of instalment cfediﬁ to changes in
mohetary policy over the review period. The final section

provides a summary of the findings as well as the conclusions.

SECTION IX1

The Theoretical Backeround to the Study

This section of the paper is divided into two (2) parts:
the first is concerned with the definition of monetary policy; and

the -second, with the monetary mechanism.

(a) The Definition of Monetary Policy

The problem of defining monetary policy has plagued economists
over a considerabie period of time, and seeped to have originated with

the currency banking school controversy of the 19th century, The

problems revolves around whether the definition of monetary control

should be confined to public control over the volume of money in commerciél-
banks or broadened to include control over the entire financial systent.
‘Harry Johnson, in his survey of mopetary theory and policy,
distlngulshes four main schools of thought concerning the definition of
monetary policy, The most common of these monetary definitions look. upon

monetary policy as public policy towards the volume of money. This

“definition is often rationalized on the ground that the objective of

any Central Bank's policy is the control of money supply within any
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economy. Early empiricists justified this definition of monetary
policy becauée it. avoids all the complexities of measuring the impact
of monetary control in situations wherein money is not a final payment.

Another group of economists has rejected the preceding definition

.of "monetary policy! They have argued that because the manipulation

of bani cfedit is therultimate aobjective of monetary ﬁolicy there is no
‘legitlmate apriorl reason for defining "monetary control" as the
control of the money supply (or the volume of money) ; instead they felt
that the term mqnetary policy' should be replaced by that of 'credit
policy', 1f only 6n operationalrgrounds,

Thé sgcond'definitioﬁ has ¢imilarly been rejecfed on three major

grounds. The first is that in any modern economy the total amount of

_eredit exceeds the volume of bank credit, and as such, movements in these

two aggregates maylnot_bear a close relationship with each other. The
second grognd is based on the argument that a given volume of bank‘
cfedit may not be inconsistent with a variety of money supplies, in
which case ﬁoliciés initiated by monetary aﬁthorities for'the control
of bank credit (and/or money supply) need not have an appreciable
impact on the volume of credit or vice versa. The final ground is the
view that 'creditrpoliéy' encompasses a wide variety'of selective |
controls by the ﬁonetary authority(s) over a wide spectrum of creddit

terms as well as the structure of leaders portfolios, and as such

the impact of such controls on money supply may be negligible..

. The preceding alternative methods of defining monmetary policy
can readily be compared. Evidently, within a macro-economic

framework the 'exedit policy' definition of monetary policy implicitly

_assumes that the demand for money function is unstable. Or, to put

it another way,this definition assumes that the dutration of causality
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of the impact of monetary policy'is‘from money demand changes to changes in
aggregate demand and supply. Conversely, the first definition, which
basically is a literal definition of monetary policy, implicitly assumes

that the demand for money function is basically stable, and this

© remains so even if there are variations in the volume of credit or changes

in the térms with_Which credit is obtained.

It would seém then that the basic issue regarding the two
definitioﬁs is whether or not the money demaud‘function is stable, But,
unfortunately, tyis_issue still remains unresoived in the empirical
literaturé“ However, before proceeding to a discuésion of a third
definition of monetary policy it 18 useful to note that as long as a

stable demand function for money exists, monetary policy (however

~ defined) can in principle be an effective tool for the contfol of

economic activity.

%n recentryears a tﬁir& group ofreconomists recognising the
growing disenchantment over the unrésolved feredit? vs. 'money' debate
highlighted above have sought to éide—steprthe explicit problem of
defining 'monetary policy’', by defining it as "any action carried out by
fhe centfal bank’. 1In other words, according to this group of
economists 'monetary policy' is synonomous with central bank policy. This
definition isrperceived as having two (2) major advantages over the
other definitions, and these arej firstly, ite simplicity, and seéondly,
the insights it provides into the actual &ay te day working of a Central
Bank. The problem‘with thié definition, deever, is that by focussing

golely on the operations of the Central Bank re.its day to day actions
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in iﬁfluencing the financial system, the very real possibiiity exists
but one couid'igndre important dimensions of monefary and credit control
which méy be bﬁtsidé the-purview of the Central Bank. Notwithstanding,
the real pOSsibilityiin this study we accept the view of Selden (1971}
and others that in measuring the impact of monetary policy:on instalment
creﬁit or éther crucial monetary variables within an economy one must
loock at thé‘net result of instruments manipulated by the Central Bank.
Nextgrin order to isolate the impact of ﬁonetary policy on
the instalment credit market, it is instrﬁctive to review the mechanisms
by meaﬁs of,which monetary policy affects this target variable, It is

to this task we shall now turn our attentioun.

" The Monetary Mechanism

In the existing theoretical literature three views on the

operations of the monetary mechanism hold sway, namely (a) the credit

' view (b) the monetary (or portfolie) view and (c) the availabilitcy

doctrine.

Essentially, the credit view is based upon Keynesian liquidity
preference theory;'which pdstulates that chaﬁges in the supply
of money directly effects 'thé rate of interest’ and thereby induce
changes in tﬁe flbw of instalment credit and the latter, in turn,

affects the level of economic activity through the-multiplier

mechanism. Conversely,the monetary portfolio view highlights the

~entire épectrum of explicit and implicit interest rates and regards

a change in monetary policy as affecting the entire spectrum of

expenditures undertaken in an economy rather than infiuencing,



e#clusively, one particular form of expenditure. The credit
;vailiability doctrine postulateé that in many econemids
there exist arhigh degree of imperfection in the moﬁey and
capital markets and as such a substantial amount of credit rationing-by
financial institutions take place.

The cﬁannels_through which monetary policy *impinges’ on the

instalment credit market can easily be traced in each of these theories.

* - This is done below,‘taking each of them respectively.

Starting from an initial situation of équilibrium between
actual and desiredAreal cash balance, the assumption can be made
that the monetary aunthority wishes to deflate thé,economy through a
reduhtibn'in'instélment éredit. The ‘eredit’ approaéh focuses attention
on the.changes in the rate of interest which results from an initial
change in money supply. A fall in the supply of money presumably
increases 'the rafe of ‘interest-g (of course, this is not so if a -
liquidity trap existé) and this in turn steﬁs the flow of instalment
credit. The increase in the rate of interest can be pxedicted-if tﬁe
monetary authority with some degree of certainity;_prediCt.the demand

for money. ‘The final change in instalment credit can then be predicted

if the interest elasticity of instalment credit as well as the

multiplier are known. It may be noted, however, that if the fall imn

money supply brings about an offsetting increase in the demand for

-instalment credit, then in the 'credit' view the pressure exerted by

monetary policy on instalment credit will be zero. 1In other words, in

the theoretical framework of the 'credit view' monétary policy will be

ineffectual if in particular, the demand for instalment credit in an



unstable and unpredictable function and, more generally, if the dewand
for money is dependent—on money Qﬁpply. Nonetheless, if the monetary
authorities are able to predict the;relationship between inétalment
credit and money supply with some degree 4 certainty the proponents of
the ‘cfe&it'view' are of the opinion that effective monetary policy
can still be instituted. |
As we indiéated before implicit 4n the‘monetarists view' of monetary
éontrol is theiidea that the demand for money in general (and instalment
credit in particular) andrthe supply of wmoney functions are not inter—
dependent. - Thusrin the view of this school of thought éﬁy fall inrthe
supply of money will cause individuals to readjust their asset portfolios
in such a way as to maximize the use of their money balances. Such
readjustments iﬁ asset porfolios are carried Dutrby reducing nbn—-
éssential acquisition of non-monetary wealth. As the latter is usually
fiﬁanced.by instalment credit, a fall in mcﬁetary wealth will in effect
lead to a fall in'instalment crédit. Note that if the mbney demand
-function is ﬁnstable, monetary policy will be ineffectual even in this
tﬂeorétical'framework, and fﬁe reason why this is so is simply because
the-authofities will b; unable to predict the result of any monetary
action they may ﬁakea
| Tﬁe most telling criticism of the sequence of events inherent
~dn the two (2) mechanisms outlined above has been directed at the
interest rate_elementsa The inconclusiveness of the empirical
'-evidegce as the effectiveness'of variations of interest rates on the

level of instalment credit has led to the emergence of the availability



doctrine,. fhe sequence of the impact of -a contractionary monetary. policy
under the-&octrine is as follows:# reduction in monetary growth by the
éuthorities leads to (a) an.eﬁhahcement of ligquidity pressures within

the eéohoﬁ&s and this in turn 1eadsrto (b) changes in both consumers

and ‘producers’ eXpeétations as well as (é).tight banking lending policies.

Finally, the combined effect of (b) and (c) above, will lead to a fall

" in the supply of instalment credit.

It will be néted that although the chain:of events postulated
by:theorists of the credit-availability doctrine are likely to be more
giosely related to monetary policy mechanism iﬁ Trinidad and Tobago, we
aiso fe?l that elements—in fhe qqmpeting theories may also be of some

importance in explaining the dimpact of monetary policy in instalment

credit within the economy. The:efore in our subsequent discussion we

implicitliy assume that all three (3) processes have influenced instalment

credit over the review period.

. Tdentifying Periods of Tight Money

There are no generally aéceyted methodology for identifying
periods of tight money, - Thus, to delineate periods of tight money

economists must use relatively abstract procedures to discern regularities

or irregularities in specific macro-economic series such as money

supply and GNP.

In this papei the'identification of periods of tight mdhey

45 undertaken in two (2) stages; in the first stage cross correlation

analysis is used. to see whether or not a number of instalment credit

market series are closely related to -money supply, since we feel that
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money supply will most likely mirror any tight monéy policy imposed

by the Central Bank. The method . utilised in the second stage

- most " resembles the work of Friedman (1956) which attempted an

objective and exhausive examination of money in the U.5.A. More,
specifically, in the second stége four major macro-economic aggregate:
money narrowly d;fined (Ml), money broadly defiqed (MZ)’ bank credit and
Finance House credit . are examined and periods of tight money are

identified as=those wherein the aforementioned serles show a movement

from peak to trough. Table 1 below summarizes the correlation coefficients

“that were obtained.

A casual inspection of Table 1 shows that, within each pair
of named variables, the corrélation coefficient is high, but there

is no simple relationship between instalment cred%ﬁwgﬁsﬁge fFvo f?gtstrata -
ee, for instance -

Cqmmercial Banks and Finance Houges - the financial system, and money supply/

that the cortelatidn coefficlent between total bank-credit-and narrow

money supply exceeds the coefficlent between Finance Houses and the

same money aggregate. Correspondingly, the correlation coefficients show

that the relationship between Finances Houses and Commercial Banks is much
closer than tﬁe relationship between each other.

Taking all the cﬁrrélation'cd@fficiénts together it would
seem then that there 1s a close parallel between variations in money
supply and instalment credit. Having established : Perallel movement in
the series'our next task is to examine thé turning points not only

of money supply but also of bank credit and the monetary base.



TABLE 1 ,
THE RELATIONSHIP BETREEN MONEY SUPPLIES - M, -

AND M, - AND INSTALMENT CREDIT: CORRELATION MATRIX - LOWER TRANGLE

i
- (2) ' 2 Credit O d
. a a redit Outstanding
(" ‘1 W
VARTABLES Total Credit Comgercial Finance
Banks Houses . b.1 b2 {c) {d)
: Commercial Finance Narrow Money Broad Money
ViRLABLES Banks - Houses Supply Supply
{2) Total Credit 1.000
a.1 Commercial Banks 0.989 1.000
a.2 Finance Houses 0.632 0.51G 1.0090
(L) Credit Qutstanding : ) ot
- - =
b.1l Commercial Banks 0.878" 0.875 ~  0.525 1.000 ‘
b.2 Finance Houses G.734 G.716 0.518 ‘ 0.901 - 1.600
{c} Narrow Moﬁey : : o 7
Supply 0.381 0.878 0.522 0.998 0.883 1.000
Broad Money Supply 0.879 0.878 0.509 ‘ 0.995 ' 0.873 0,998 1.000

Source: Central Bank Statistical Digest. Various Issues.
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TABLE 11
PERCENTAGE CHANGES IN MONEY SUPPLIES

‘AND FINANCIAL INSTITUTIONS TOTAL CREDIT: 1970-1979

6.925

276 -

: (Ml_AND 1"12,
YEAR NARROW MONEY BROAD MONEY  TOTAL TOTAL CREDIT TOTAL CREDIT
1970 (1) (21, CREDIT 'COMﬁiﬁggAL FINANCE HOUSES
9.151 6.150 iy . 3.529 7.906
0.270 2,374 4,912 7.045 0.862
4.653 4,145 3.588 7.855 ~5.128
1971 ,
1 .~ 8.505 6.251 0.000 2,559 ~5.405
2 1. 544 6.364 ~0.821 0.768 ~5,238
0.117 3.561 - 5.655 8.571 -1,508
8,236 .,  6.685 0.127 - 6,491 -8.163
1 2,428 4.745 11.436 15.815 -3.333
2 7.850 6. 20 8.552 10.384 1.149
3 0.489 - 2.515 9.244 9.021 9.659
4 9,285 . 5.939 8.269 . 8.274 8.290
1 © 8.585 6.588 5,616 5.786 6.699
2 0.655 4,807 -2,179 ~4 141 7.623
3 -5,902 10,655 4,027 3,672 5.417
4 0.692 2,291 - ~0.49 ~0,208 -1.581
1 .0.692 2.290 ~1.242 ~1.148 ~4,919
2 1.761 4,019 4.963 4.963 1.844
3 16.336 12,300 4.527 7.143 -6.787
4 6.013 " 5. 6.751 - ~2.913
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S , TABLE II
PERCENTAGE CHANGES IN MONEY SUPPLIES

(Ml'AND M,, AND FINANCIAL INSTITUTIONS TOTAL CREDIT: 1970-1979 ~(Cont'q)
YEAR NARROW MONEY BROAD MONEY TOTAL CREDIT  TOTAL CREDIT  TOTAL CREDIT
o (Ml) (Mz) COMMERCTAL FINANCE
1975 BANKS HOUESES
1 10.098 9.710 6.432 7.564 -
2 12.537 1 6.292 L 7.027 8.912 ~2.500
3 110.611 9.892 11,911 © 23.123 0.513
4 11,100 - 9.09 9,266 . 4.146 8.673
1976
1 12.748 5.249 9.266 9,251 9.390
2 12.433 10.232 10,862 9.218 11.159
5.877 - 6.112 9,540 11.335 7.722
4. 444 4,576 8.239  9.387 5.376
1977 |
1. - 1.260 - 3.207 . ' 8.596 8.421 3.06L
2 21,905 10.385 7,749 6.986 12.987
3 -1.256 4.509 10.849 8.892 19.678
4, 2,218 5.348 6.432 6.093 ©15.981
1978 | |
1 9.419 8.183 4,305 4.560 2.714
2 15.549 7.993 3,659 8.563 7.903
3 1.628 2.852 9.377 18.643 -
4 12.522 7.514 7.614 8.016 4,118
-'3_-9—12 B}
1 2.123 5.013 ~7.689 12.162 270.057
2 7.381 7.405 57.106 4,973 1.527
3 2.978 5.557 5.029 5.588 3.960
4 8.269 8.303 4,215 4,956 2.218
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ﬁp torthis point, our analysis have been cénfined to an inter~
'pretation of the cross correlatioﬁé between the time series on noney
supply and credit aggregates. We shall now take our analysis arlittle
further by using Friedman's apprbach to identify ﬁight MOnEY pefiods in
Trinidad and Tébagc, In Tabie 2, the'movemenﬁs in the percentage changes
in the various aggregates are shown, and their movements may be compared-
from the 2nd quarter 1970 through the 4th quartér‘1979.

Seveiai differences between money supply and insfalment credit
are boughﬁ out ‘in the Table. These are interesting since they probably
bear on the general question df'the impact of monetary policy on instal-
ment crédit; also, the contrast heip to throw light on the trend influences
that haveibeen at work on the instalment credit market.

The Table 2 pictures, in the first ﬁlace a downward trends in
nafroﬁ monéy between the 4th quarter. 1972 and 3rd quarter 1973 as well
as between 3rd quarter 1976 and lst quarter 1977. A pronounce drop in the

rseries ig also evident betwéen 2nd quarter 1977 to the 4th quarter of the
~ sane year; In the second place, the major fluctuations in Ml the drop

" from the peak in the Znd quarter 1972, therrise from the 3rd quartexr 1973,
the short but marked drop in mid-l977, and tﬁe flqctuations thereafter,
appear cleariy in both broad monéy supply and total instalﬁent credit of
conmercial -banks. |

Finally, major fluctuations are apparent in Finance Houses' credit.The
figures also suggest—that Finance Houses were in a net deficit position over |
a congiderable part of the review-period° Additionally, there appears to
be a systemmatic difference in the timing of this series and that of the

others.
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THE' INSTITUTIONAL FRAMEWORK OF THE INSTALMENT

CREDIT MARKET IN TRINIDAD AND TOBAGO .

Since ﬁe dg not wish to bore the'readerfwith fine details, our
discuésion of the_inétitutional framework of fhe_iﬁstalment credit market
in Triﬁidéd ané Tobaéb will be as brief as possible;

| With the above-consideration’in wind, we,ﬁayrnote, firstly,
:that consuner's 1nsta1ment eredit within Trinidad and Tobago is mainly
made up of motor car loans, durlable goods loans, home repairs, and
personal consumption loans. Secondly, that major supplier of such
credit are commercial banks, finance houses credit unions, and other
financial and non financial organizations. Tbirdly, that the official
figure on the.vciume,gf instalment credit aﬁ givenrpoiqés in time - as
well as its dist;ibution - may be underétated. lnlfact3it is quite a-
éurprise that deépite fhe fact that credit unions grant substantial
“loans to'their members ﬁithin'Trinidad and Tobago, this source of credit
~is virtually ignored in the official financial statistical publications.
"Another source of weakness in the statistical data base on instalment

credit seems to be the treatment of Finance Houses — since a few of the

Finance Houses in Trinidad and Tobago are subsidiarlesrof large construction

firms/and/or.large retéilef establishments and-in _ real they may not be
fiﬁaﬁce'compaﬁies, | | |

In other erds,gin Trinidad and Tobago a few of the finance
subsidiaries,simply'éer;e asg capital colléction centers for their pérent

companies.



16

The Measurement of Tight Money and Instalment Credit

With this brief réview'of'the institutional framework let us
now focuss some attention to a part of the'empifical evidence of the
responsiveness of instalment credit to "tight' money policies.

Basically, the procedure we adopted here was quite similiar to that used

in the identification of periods of tight money and here we implicitly

assune that if a 'fight money' situation exist (or existed) then

this would be reflected 4n the relationship between épecific instalment

]

credit series and money supply. In this study we focus our attention .

-on the relétignship between new instalment credit business and money
supply.  If the objective of mbnetéry policy is the shifting of funds

'ffqm consumption to consumption, as it is, generally believed to be, .

then we . feel that if monetaryrp01icy has been tight, then over a period

- of time the telationship between money supply and certain types of

- instalment credit will be close. In particular, the relationship

between non-consumption forms of new instalment credit and money supply

- changes will. be close.

In Table 3 we present cross correlation between monthly series
of new instalment credit and money-sapply. As the Table shows the
correlation coefficient between total new credit and car and motor

cycle.credit'is'quite high, and éO‘is the correlafion between total

new credit and furniture and furnishing, home improvements and travel
= all being essentially, unproductive forms of expenditures. It can be

observed that only exception to the general tendency is credit on

industrial building. In case of the correlation of new credit with the

money supply series, we see that the higher correlation is between total



| TABLE 3
GROSS CORRELATTON MATRIX OF NEW INSTALMENT CREDLT ON MONEY SUPPLIES

(M1 AND M2 - LOWER TRIANGLE
VARTATIONS Totai‘New Cars and Commercial Credit on Industrial Furniture Travel Medical Home Money
- Credit Motor vehicles Agricultural  Building and Expenses Impro- Supply
‘ Cycles Planters Furnishing vements M2
VAL TATIONS o :
Totzl New Credit 1.000
zew Credit on:
fars & Motror
rele ¢.991 1.000
Commeicdal Vehicles 0.689% 0.708 1.9000
sgrictitural Plant ‘ .
= Macl inery 0.518 0.541 0.305 1.000
Industrial Building 0.933 0.917 0.614 0.369 1.0G0
“araiture and :
vurnishing 0.914 0.891 0.629 0.428 0.812 1.0006
cavel 0.810' 0.811 0.514 0.462 0.739 0.668 1.000
iedical Expensas 0.654 0.636 0.450 0.313 0.588 G.567 0.507 1.000
Lme Improvement - 0.987 0.979 . 0.686 0.499 0.928 0.897 ¢.813 0.575 1.000
toney Suppliers . :
. Marrow 0.991 0.987 0.681 0.516 0.917 0.893 0.801 0.608 0.983 1.000 ©.992
0.589 Q.984 0.681 0.518 0.912 0.888 0.793 0.667 0.973 0.932 1.600

i, Broad

1

[P

P

P A
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nev credit and narrow monéy. On a disaggregated level we also see that
the cortelatlons ‘between money aupply and luxury expenditures - for
Want of a better word is hlgher than those of other types of on new

instalment credita The relationship between narrow money and new credit

~ is further substantiated by the regressions in Appendix three (3).

Together, the preceding findings éeems to indic@te that the impact of

Ttight' money policies on the instalment credit market has been marginal

over the review period.
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APPENDIX 1

Regressions of Instalment Credit on Narrow

TCO

CBCO

FHCO

TFHC

Where

Money Supply (Ml)

= - 0.166 + 0.010 M,

0.505 (0.001)

R® = 0,753 RE

W =-1,846

3.321

)

1

£ 0.076 + 0.008 1

[

(0.460) (0.001)

R® = 0.737 RE

i
fi

3.027 oW 1.718_

u

~ 0,211 + 0.001 M,

(0.156) .010003)
2

R™ = 0.425 RE = 1,024 DW= 1.771

= - 13.732 + 0.116 Ml

(5.072) (0.008)

R* = 0.806 RE = 33.341 DW = 0,197
T™CO = total credit outstanding
CBCO = Commercial Banks c¢redit out standing
FHCO = Finance (houses credit outstanding)
TBC = Total Banks Credit

TFHC = Total Finance (house credit)
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-CBCO

FHCO

TBC.

TRHC

.

50

APTPENDTE 2

Regressions of Instalment Credit on

Broad Mbney Supply (Mz)

2

n .

0,735 + 0.004 I

(0.544) (0.0003)

®% = 0.751 RE ='3.329 DW = 1.832

i

- 0.437 + 0.003 M, -
(0.494)  (0.0002)

R® = 0.739 RE = 3.019 DW = 1,701

L

~ 0.262 + 0.000 M,
(0.0009) .
®% = 0.412 RE = 1.031 DW= 1.772

~ 38.305 + 0.154 M

#

2
(2.662)  (0.001) .

R® = 0.995 RE = 16.272 DW =
=« 20.155 + 0,042 M,
| (5.528)  (0.003)
R® = 0.800 RE = 33.797 DW = 0.162

0,225
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APPENDIX 3
ESTIMATED EQUATIONS OF NEW INSTALMENT CREDIT

'ON NARROW MONEY SUPPLY

{1)  Troct = 0,871 + 0,053 M
(0.708) (0.001)

L

8% = 0.975 RE = 4.678 DW

i

2,061
(2) Cur = 0.586 + 0.014 My
(0.221)  (0.0003)

8% = 0.964 RE = 1.461 DV

1.583

CVE = - 0.807  + 0.006 M

(0.512)  (0.001)

R? = 0.559 RE = 3.641 DW = 2.076

(3) Agr = 0.025 + 0.0004 M,

(0.062)  (0.0001)

R® = 0.317 RE = 0.041 DW = 2.206

(4) IND = - 0.314 -+ 0.004 M

(0.153)  (0.0003)

R? = 0.844 RE = 1.008 DW = 1.691
(5) FUR = 0,151 + 0.0008 M

1
(0.385) (0.001)

R® = 0.761 RE = 2.542 DW = 1.211



.

s
-(6) Trav., = - 0.034 + 0.001 Ml
(0.093) (0.0001)-

'RZ = (.640 RE = 0.613 DW = 0.811

Med = 0.126 + 0.0004 Ml

(0.069)  {0.0001)

' R27= 00318 RE = 0,458 DW= 2,102

Hom = ~ 0.063 + 0,007 Ml

(0.130)  (0.002)

" R% = 0.957 RE = 0.855 DW = 1.622

'ESTIMATED EQUATIONS OF NEW INSTALMENT CREDIT ON BROAD MONEY SUPPLY (M2)

(1) TOT = - 1.269 -+ 0.019 X,

| (0.843)  (0.0004)
2

R” = 0.969 RE = 5.275 DW = 1.502
(2);CAR = 0.077 + 0.005 M,
(0.268) ° (0.0001)
R* = 0.952 RE = 1.676 o = 1.445
ka) Gve =i;-10158_ +0.002 M,
| (0.578)  (0.0003)
= 2.039

R% = 0.567 RE = 3.616 DV



[

(4) Agr

i

- ©.009 + 0.0001 M, -
- (0.007) (0.0004)

®® = 0.319 Re = 0.408 DN = 2.198

- 0.476 + 0.002 M

1

{5) Ind )

(0.164) (0.0001)

R% = 0.837 RE = 1.026 DW = 1.668

(6) Fur

~ 0.105  + 0.003 M,

(0.417)  (0.0002)

R% = 0.747 RE = 2.608 DW = 1.311

{7) Trav = - 0.075 + 0.0005 M

2
(0.0%4) (0.0001)

R? = 0.626 RE = 0.622 DW = 0.766

(8) Med = 0.030 + 0.0002 M,
' (0.070)  (0.0001)

R® = 0.431 Re = 0.436 DW = 2.144

Hom = - 0,271 + 0.003 M2

(0.173)  (0.0001)

8% = 0.930 RE = 1.080 DW = 1.410
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