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CONCLUSION.

The ourposs of this rossarch has been to study and

Central Bank of Jordan 1n

T

analvas the rols of th

I

ronducting the monstary policys through controlling monsy

suppnly. In crder to achisve this chiective a money supply

H}
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tad within the setting of the monetary
pafore specifying  the ostimated model, special

abtention was given in chapter one to compnonents of the

aonebary and financial structure of the Kingdom.
Fapnhasi=s was nlaced on monstary policy instruments that
, .

e acknually entrusted to the CRJ to control the supply
0f TOneY. I+ has heen shown that the Bank has been able
to pee salectively instruments of monstary policy,
more efficiently than the general instruments

cer-markat operations, the rediscount mechanism, and

wWith the estzhlishment of the Amman
Financial Market (AFM) in 1778 and the secondary mar ket

for bonds in 198, ons can say that the CEBJ has started

i

n pave the way for introducing a fully nperationed

capital market in tha countrv. In addition, spresading of

hank offices all over the Kingdom might be the main



reasion for the increace in the Public’stendency to use
th= banking ssryviona, This was supported by the
significant results obtained For the cosfficient

s=timates of bank offices per capifa in the model.

The maonstary system in Jordan was assumed to consist
of Ehe public, commercial banks, the monetary aﬁthurity
and the rest of the world., The beshaviour of each of these
sectors was studied in order to analyse its effect on
@monsEy supply in the country. Concerning the behaviour of
the public two funrtions wers specifisd for their cash
haldincs and their desand for tise deposits. As for the
commercial banks, their behaviour was studisd by

patimating a funclticon foar the reseryves ratio. fFinally, an

moort function wuas estisatsd to account for tha

(=1

hehavicgr of the rest of the world.

Estimnates of thz cosfficients of the model ,
presented in chapter four, show that the price level and
the bank offics per capita have significant influence on
cash ratio. Introducing lags in the model . it was found
that people’'s behaviour toward the demand for cash is
infiusncad by the level of their holdings in the previous
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The time deposits ratio, which is also exﬂected L=,



tre behaviour of the public, was best specified

ty the level of people’s disposable income. It was found,
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howesver, t4at in order to have a speculative demand for

+dom, interest rate should be determined

money in the ¥King

oy the market forces. In other words, interest rates

chould be attractive enough to encourage people to use

cess income in the financial rather than the

'

theivr (=
moods market.

The tecserve ratic eguation, which reflects the

n

tehaviour of commercial banks, was mainly found to bLe
described by the amount of credit exten&ed by commercial
hanks, the ratio of total reserves to total deposits, and
hank offices vwer capita- It was also found that the level
of +he raserve ratioc in the current period 1is affected
significantly by its level in the crevious period.

The real demand for imports, which is ekpected to

it tre hehaviaur of the rest of the world, was hest
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ied by two variainles; mnamely: real income lagged
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s
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cne period and capacity to import.

The estimation of the money supply function showed

that the sunply of money in Jordan is mainly affected

by: +the meonetary hbase, the level of inflation, and the

1ocal =ssests af the CBEJ. FEesides, the lagged value of
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however, that in order to have'a speculative demand for

money in the Kinodom, interest rates should he detsrmined
hy the markst forces.  In other words, interast rates
stould be attractive enough to encourage peaple to use
their excess income in the financial rather than the

The reservie ratio =2quation, which reflects the
heotaviour . of comnmercial banks, Wwas mainly found to be
dperribhed by the azscunt of credit asxtended by commarcial

banks, the ratic of total raeserves +n tptal deposits, and

ciapnificantly by its la=vel 1n +h

i

previous period.

1 demand for imports, which is expected to

rt

swnlgin the bshaviour of the rest of the world. was bast
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asnscifiad by twn variabies:

|':‘

mnie pericd and capaci to import.
The estimaticon of the aoney supply funrtion showed
that the sunply of monay in Jordan is mainly affected

bv: the monestary base, the level of inflation., and the

l1ocal azzsests of the CBJ. Rmsides, the lagged value of
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the current 1 ewel of the suppily Of money in Jordan.

Al though some  of the wvariables that determine the
supply of monsy in Jordan are bayond the direct control
a4 tha EBF, others are niot. The Central Bank, For

owample, might ript ha able to affpect directly the rate of

:
infiation in the country, butr it can, however, control
hoth its lecal auzets and commercial banks’  reserves
which constitute a2 rolatively big portion of the

menistary base. This @eans that the CRJ aight of faeet

jpmroans in bthe inflation rats by changing the 1pvyveal of
recorvas, especially  exXCESS reserves, that might he
mxtpnded as credits that rreate mors money in  the

market causing a furtpse imcroase in prices.

Concerning the ooen-mnar ket mechanism, the simpuelatbion
echnlogue showed that the monetary base plays a
significant role in changing the 1evel of money supply.
The Central Bank, theraefore, might issue bonds and
securilkties in 1peal  and  foreign currencles with
attractive yislds. Operations involving these securities
shiould widen the monetary base. BResides, the foraiqgn

currency securities will provide the Bank with more hard



curresncies which could help in stabilizing

”rﬁnvertiiilitv“ nf the Jordan dinar.

The ressrve Fatio squation cshowed the relationshio
et ween +ntal reEsaryas and the leval of credit extanded

Ly

R tho compercial hanks. Th= rejatively =mall copffician

astiaate of the rrodit variable might be attributed to

rhe controlling rols =f CBRJI- throuagh credit ceiling
policy— 0O jimit Ehe ability of banks to create monay.
OBl howavyaEr. =mild bhe @more affective at sncouraging
cregit oxtendsd to dppelnpment projects. This can be made

through resoving or at Isast sasirag the conditions that

1imit the commersl al banks® ability to autend credit to
thesa projects, sopecially those concernig credit
sailings. In this sense, also, it is advisable to infuce

2Ws to  ipcr=azs thair participatign in
=yndicats 1agans that are channslled to industrial,
, and cther development projects.

instruct banks to lowsr tha
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