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Abstract

This paper investiguates empirically the money demand stability for
Alegria over the period ( 1970 — 2014 ), in this paper we employ CUSUM ,
CUSUMSQ and chow breakpoint test in conjuction with cointegration
analysis to show that M2 are cointegrated with their determinants , the
results of stability tests reveal that M2 money demand in Alegria is not
stable at 5 % level of significance .
Keyword : money demand , Cointegration , CUSUM test , CUSUMSQ
test , Alegria
JEL Classification: E41
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Hypothesized
No. of CE(s)

None *

At most 1 *
At most 2
At most 3
At most 4

Eigenvalue

0.558111
0.494260
0.301189
0.222876
0.018192

Trace
Statistic

91.47470
56.35675
27.04224
11.63214
0.789446

0.05
Critical Value

69.81889
47.85613
29.79707
15.49471
3.841466

Prob.**

0.0004
0.0065
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0.1754
0.3743

Trace test indicates 2 cointegrating eqn(s) at the 0.05 level
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Wlas 3,8l 550 e Clall alls adt dlalal JSGAI ) aall L Y
Sl o1 ¢ sadl Lol 1 (Brown et al, 1975) W2 o Lot plisnal o B s
¢ »=! L) « Cumulative Sum of Recursive Residuals ( CUSUM ) &> lll
Cumulative Sum of  Squares Recursive & 5lall Bl by L 87 Al
( CUSUMSQ ) Residual
JS by gl el w34 13) 5 aall Y edelal JSAT I aa V) iy
E oy Y05 asme S gien dis i A 5 yd) 2l CUSUMSQ; CUSUM s
39 oyl bV AlasY Ll Kl Ll 13) 8 s b oMl sda 0SS
B yiall gt b is o )
e B s udl el JSCAL ) Ea) el wls Ol g W plSCad)
> 5l
CUSUM lal (05) o3, JSC8ll

T L— L— T T T L— L— T T L— T T T L— T T
88 90 92 94 96 98 oo 02 o4 o6 o8 10 12 14

—  CUsSUM -———— 5% Significance |

CUSUM of squares L=+ (06 ) o3,
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Chow Breakpoint test ;5 yoll S| J ol L) 5-4

Null Hypothesis: No breaks at specified breakpoints
Chow Breakpoint Test : 2002
Equation Sample: 1970 2014

F-statistic 2.952193 Prob. F(5,35)
Log likelihood ratio 15.83472 Prob. Chi-Square(5)
Wald Statistic 14.76096 Prob. Chi-Square(5)

Chow Breakpoint Test: 1990

Null Hypothesis: No breaks at specified breakpoints
Varying regressors: All equation variables

Equation Sample: 1970 2014

F-statistic 1.894721 Prob. F(5,35)

Log likelihood ratio 10.77965 Prob. Chi-Square(5)

Wald Statistic 9.473606 Prob. Chi-Square(5)
— . >

F- aglas| OF e m350dl &l anel 05 Chow Lol oils O
ozl 5 %05 & gins (5 sime i B A o3l e BT Lo statistic
eda)) Lo 4l Js8 U Ly & (P-value = 0.1203 . &
JV @ o sadl e b s ) i) (o 5 ) &) Rl Je a5 )
Jes)

of Ly g3l @ Breakpoint LSl akas” 2002 dnw Hleel A= 3 -
F-  aslesl O E g5l 4 il pae S5 Chow jlal mil
Juoal 590 5 & gme (5 gin kis 2 1 il e ST L statistic
S Al B2 by L) Lady e (Povalue = 00251 — i
) eSOl 3liS” 2002 & lael (S6 QWL g 23 gadl 4l Rxul e a8
CAA @ e SR JSer 3 (5F
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LM/P LR LPIB LTCN LINFL

LM2P 1 0.1014 0.8877 0.7309 -0.2782

LR 0.1014 1 0.4036 0.4856 0.3192

LPIB 0.8877 0.4036 1 0.9558 -0.3269

LE 0.7309 0.4856 0.9558 1 -0.3767

LINFL -0.2782 0.31929 -0.3269 -0.3767 1
Sl ool slyamyl

M2P R PIB TCN INFL

Mean 32.90396 5.702222 3756.742 35.66994 9.054444
Median 21.21682 4.000000 1074.700 21.83608 5.970000
Maximum 112.9715 21.00000 17205.30 80.58000 31.67000
Minimum 4773723 2.800000 49.60000 3.837450 0.340000
Std. Dev. 28.99918 3.980891 5116.954 32.35475 7.807757
Skewness 1.397910 1.830115 1.401464 0.236336 1.560358
Kurtosis 3.736608 6.343267 3.754015 1.218991 4.661493
Jarque-Bera 15.67351 46.07760 15.79678 6.366395 23.43644
Probability 0.000395 0.000000 0.000371 0.041453 0.000008
Sum 1480.678 256.6000 169053.4 1605.147 407.4500

Sum Sq. Dev. 37001.92 697.2898 1.15E+09 46060.50 2682.287
Observations 45 45 45 45 45
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CHOW FORECAST TEST

Chow Forecast Test
Equation: EQO1
Specification: LM2P C LR LPIB LE LINFL
Test predictions for observations from 1990 to 2014

Value df Probability
F-statistic  0.760800 (25, 15) 0.7353
Likelihood ratio  36.85041 25 0.0597

F-test summary:

Mean

Sum of Sq. df Squares

Test SSR  0.508534 25 0.020341
Restricted SSR 0.909587 40  0.022740
Unrestricted SSR  0.401052 15 0.026737

LR test summary:

Value df
Restricted LogL.  23.92988 40
Unrestricted LogL.  42.35509 15
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