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An Empirical Study of the relationship of the growth of money
supply growth in the private sector in Malaysia
(During the period 1990-2015)
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Abstract:

Considering that the private sector is the tool, by which economic
policies achieve their economic and social objectives, It is necessary to
work on improving the appropriate climate and the appropriate
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conditions through the activation of variables that affect the growth of
the private sector so that monetary policy can be directed according to
the requirements of the national economy, These variables are the
growth rate of money supply (M2), domestic credit to the private sector
(CP) and real interest rate (I) In order to understand the nature of this
relationship, we conducted a standard study of the data obtained. We
found that the variables that explain the growth rate of private
investment are represented in (M2, i) These variables, which were
adopted directly by the Malaysian monetary policy to affect the real
sector during the period of study, explain only 30% of the total variables
that affect the growth of private investment, That is why we have
analyzed the relationship between Islamic finance and domestic private
investment. We have observed the continued growth of Islamic finance,
which is a positive indicator of private investment growth, creating the
right climate for investment, especially since this type of financing does
not affect the overall level of prices.

Keywords: private investment, money supply, interest rate, loans to the
private sector, Islamic finance.
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2 -Johnston. J et Dinardo. J, ""Méthodes économétrique",4eme édition, Economica,
Paris, (1999),p p: 21-21.

3. Frangois Dress, LES PROBABILITES ET LA STATISTIQUE DE A a Z, 500 définitions,
formules et tests d’hypothése, DUNOD Edition, pp: 4.

* _Benjamin JOURDAIN<Probabilités et statistique« Cours premiére année de Ecole

de Pont Paris Tech Palais, 11 septembre 2013, pp: 136.

5- Ricco Rakotomalala, Pratigue de la Régression Linéaire Multiple Diagnostic et

sélection de variables, Version 2, Université Lumiére Lyon 2, 2015, p: 15.

6- Bank Negara Malaysia, STATEMENT OF ASSETS & LIABILITIES for years

1996-2015.

7-The World Bank, The private sector, domestic credit to private sector for years 1990
-2015
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bidley Jobll mhged! Sl pine ULy (01 o3y ekl

il gend! | TPR CP M2
1990 8.80 37.60 -17.94 12.78
1991 9.30 24.53 20.67 14.53
1992 10.20 3.67 63.95 19.14
1993 10.00 27.30 12.17 22.12
1994 8.80 26.08 16.39 14.71
1995 8.70 28.55 29.66 24.01
1996 9.90 14.35 29.82 19.78
1997 10.60 12.95 24.24 22.67
1998 12.10 -50.90 0.58 1.46
1999 8.60 -27.27 -0.04 14.25
2000 7.70 33.82 7.22 5.27
2001 7.10 -19.43 -5.40 2.29
2002 6.50 -12.92 2.54 5.97
2003 6.30 -0.70 6.77 11.11
2004 6.00 28.60 6.45 25.2
2005 6.00 72.50 9.13 15.57
2006 6.50 7.08 6.90 17.11
2007 6.40 17.51 9.23 9.51
2008 6.10 3.33 10.14 13.37
2009 5.10 -5.91 6.85 9.51
2010 5.00 21.63 10.58 7.16
2011 4.90 13.26 12.34 14.59
2012 4.80 25.58 12.13 9.54
2013 4.6 13.6 10.6 7.73
2014 4.6 11 9.3 7.53
2015 4.6 6.4 7.9 2.88
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Prob. t-Statistic Std. Error  Coefficient Variable
0.2397 1.208575 14.95183 18.07041 C
0.0110 2.778362 0.721287 2.003998 M2
0.8846 -0.146870 0.330789  -0.048583 CP

0.0496 -2.077783 2.044783  -4.248616 |

12.00808 Mean dependent var 0.321057R-squared
23.69741 S.D. dependent var 0.228474Adjusted R-squared
9.049862 Akaike info criterion 20.81499S.E. of regression
9.243415 Schwarz criterion 9531.801Sum squared resid
9.105598 Hannan-Quinn criter. -113.6482Log likelihood
2.301685 Durbin-Watson stat 3.467774F-statistic

0.033518Prob(F-statistic)

S ) m3gedl s il 1(03) o3y 3okl

Prob. t-Statistic Std. Error  Coefficient Variable
0.2141 1.277803 14.42718 18.43510 C
0.0055 3.066816 0.638753 1.958939 M2

0.0400 -2.177397 1973819 -4.297786 |

12.00808 Mean dependent var 0.320392R-squared
23.69741 S.D. dependent var 0.261295Adjusted R-squared
8.973919 Akaike info criterion 20.36744S.E. of regression
9.119084 Schwarz criterion 9541.147Sum squared resid
9.015721 Hannan-Quinn criter. -113.6609Lo0g likelihood
2.285081 Durbin-Watson stat 5.421509F-statistic

0.011775Prob(F-statistic)
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