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ABSTRACT

This paper is to study the relationship between money supply and economic growth of selected
countries in ASEAN Economic Community (AEC) including Cambodia, Indonesia, Lao PDR,
Malaysia, Philippines, Singapore, Thailand and Vietnam. The variables comprise of real gross
domestic product (real GDP) at constant prices of year 2005 represented by economic growth and
the variables of composition of money supply (M2) consisting of money (M1) and quasi money of
each country in ASEAN. Also, the research uses secondary data by covering a period of 19 years
from 1995 to 2013. This study is to investigate the stationary data of variables by testing panel unit
root and to analyze the variables by applying panel ARDL methodology with Pooled Mean Group
estimator (PMG) and Mean Group estimator to find both the long run and short run relationships
and a speed of adjustment to the long run equilibrium. Moreover, it also investigates the Hausman

test for the appropriated approach of selection in this model.

The results of panel unit root show that all variables are stationary at the different levels namely,
integration of order zero or 1(0) and integration of order one or I(1), which real GDP variable is
stationary at level but money (M1) and quasi money are stationary at first differential. For the
results of Pooled Mean Group estimator, it indicates that the coefficiency of the variables of

composition of money supply (M2) is associated with real GDP of selected countries in ASEAN
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Economic Community in long run, which money (M1) is positive relationship with real GDP but
quasi money is negative relationship with real GDP. Meanwhile, the results also indicate that the
real GDP of country in AEC have a speed of adjustment to long term equilibrium. While in the short
run find that quasi-money is positive relationship with real GDP, but money (M1) is not positive

relationship with real GDP of country in AEC.

The result of Mean Group estimator show that there is not statistically significance namely, the

money supply which is not relationship with real GDP of country in AEC.

For the results of the Hausman test, it indicates that the Pooled Mean Group estimator is the most
appropriated model for investigating the relationship between money supply and economic growth

of selected countries in ASEAN Economic Community (AEC).



