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Money Demand Function

The Hypotheses of Keynes and Friedman
Abstract

This paper aims to examine the stability of the money demand function in Kuwait
and its compatibility with either of the keynes and friedman economic perspectives.

Three periods of time have been chosen for Kuwait to examine keynes and Friedman's
economic perspective on the stability of the money demand function, because the stability of the
money demand function is important for monetary authority decision makers when implementing
monetary policy. .

The statistical results of the money demand function in its semi-logarithm or logarithm
models, which extended from the first quarter of 1970 to the fourth quarter of 2020, indicate
that it is consistent with the perspective of economist Friedman, who indicated in his
hypothesis that the function of demand for money is stable but insensitive to possible changes in
interest rate.

The results did not correspond to keynes' economic perspective, which indicates that the
money demand function is unstable and sensitive to possible changes in the interest rate variable.
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Chow test : Test statistic: F(3, 85) = 2.62
The Critical F-Value = 2.68
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Chow test: Test statistic: F(4, 104) = 1.11
The Critical F-Value =2.44
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