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Abstract: Beginning from Friedman’s original quantity theory of money with income velocity, by using the
variable of the rate of change of monetization index of money to substitute the variable of the rate of change
of income velocity of money, a new quantity equation of money is created. Because the new quantity
equation of money is an equal equation between the four variables of the real economic growth rate, inflation
rate, nominal growth rate of money, and rate of change of monetization index of money, it can be used as a
control equation between these four variables. On this paper the empirical analysis is based on Chinese data
of money M1 and M2. The time period is during the yearly period of 1993-2012. After building six vector
autoregressive (VAR) models, the values of four variables in 2013 have been predicted. When the predicted
values are led to the new control quantity equation of money, it has shown a consistent relation between the
predicted values and the control equation for money M2. In 2013, the predicted value of the real economic
growth will be 8.6%, the inflation rate will be 5.4%, the nominal growth rate of M2 will be 17.5%, and the
rate of change of monetization index of M2 will be 1.8%. However, for money M1, only a predicted value
interval can be determined, where the nominal growth rate of M1 will belong to the interval of [26.8%,
36.0%], and the rate of change of monetization index of M1 will belong to the interval of [10.7%, 18.9%].
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M, ERRXEte[Lt+1]7, B8 X HAE
SRR — B G K AR AR B P Bl T BLRIR A

t+1
acc_x_ave,, =] ]x_ave, (28)
=1

BRAEXE e [Lt+1] Py, AR X AR KR
A2 L — B K S AR B0 JUAT P 2 4H x _ave SR I
K, M AA BRI bR G K3 8 ace_x,, 5
HAA R AR K RS acc_x_ave,, Z
[F1 39t BAT 22 0

acc_x_loss,, =acc_x,, —acc_x_ave,, (29)

IR EAR R X 2R x HISEhrae i g K
o, BRREKE 2. RTAIRERNE . MY
KR m KT, W, #in L X PUA 5 &
MR A

FEVL BTt s, anAeesTH L B RN
—Irig Kt ace _ x,, 5HEA RN
K484 acc _x _ave,,, Z A ZSiacc_x_loss,,,
T ARG K R Fe ¥ ace  x,, W AT LA R a5

acc_x,, =acc_x_loss,, +acc_x_ave,, (30)

A2, — g KR AR EL X, IR AT LURAE T 20

acc_ X,
X ==t 31
1 acc_x, Gl

FTLL, it5Z%iacc x_loss,, R NIRHE . AL
¥R H = A B R (VAR) B TR . — i, VAR
TR AR RN

Yt =@+ @Y+ @Y+ 0V, U (32)

filtn, fEASCH, BOEA BRI B kR
AN ace ¢, S5 HEA BN AR ST M1l
%A b R acc ¢ ave, 2 1 B A £ H
acc_¢ _loss,, » 4, HZEF VAR B 72k n]
UAEIRA:
acc_¢ _loss,,,
=® +Zp:¢,acc_§_lossm4 +U, )

H AR E ) VAR AR5 FEE S 5 DA AR
5. Z5R 7R

A, SRS T DA E 1993~2012 4R H4EJE
Gt EdE NREA . BUE R EE A D EE XSGR R A
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(1) (P E SRS W BEH A AT 1) o T B %)
DA% A N BRARAT Rk 28 R A s - %o T A R
TeMEHE, LAM2 N S, Hfh Mo RRIE I
MIELS MO BURGEAFR: M2 BE ML, DR A
B IR HEARRKUNIESRAE S IRIE 4255

AR, LGSR LR GDP 44 X AEAR
B PR KNG DR S R B K R A
— MM FEECK L. GDP 4RdRECRIAE ;s Mkt
HOR A A5 S BRI

2013 4F [RAH AR H A2 AR 48 A O 7 T B R (1)
TOIE, 1 S5 TR0 AR 2 AR SC SR 40 A ) A

THECRFH Bview5.0 #fF. ASCHESL7SS VAR
BT 7

K1 LB T AE 1993~2012 4E 1A, T8 T M1 AT M 2
()57 AL TR BB A 2R AR HO 2R s AT A

Bl 2~4 43 IR I T AHOGAS B 1) B SRR N 1 1
KRR H At 2R 1 1T A

FER 1) H [ AR (VAR) 5 R BEAT AU 2 1T
WIS AR B[R] 7 B AT SR ARAG A6, A6
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Figure 1. Rates of changes of monetization index for money M1
and M2 in China during 1993-2012
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Figure 2. Accumulative gaps between the actual and ideal nominal
growth rates for money M2 and M1 in China during 1993-2012
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Figure 3. Accumulative gaps between the actual and ideal variables
for real economic growth rate and inflation rate in China during
1993-2012
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Figure 4. Accumulative gaps between the actual and ideal rates of
changes of monetization index for money M2 and M1 in China
during 1993-2012
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+0.9432 acc_m2 _loss,
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—1.1556 acc_m2 _loss, ,
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—1.8742acc_m2 _loss,_,
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(0.0013)
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B SRIERMAE 1,175 X BEMA, 4 F 32 i M2 okt
T AE A A U6 T I B 1T A0 T R = s o o R
Ko

AR A PR TR, 3 2013 46, B2 M1 IS K
o HCh mo=1.268 , MR TR AL FR BN
¢ =1.189, TMLPrATF KR f a4 r =1.086 , W IHTNE
MKZFEH 7 =1.054 o ARYEASCHAF 2 37 00 B
TR, U 1 NEBERSNERRET, R
m =rxzx¢, WHARN 1360, 5MI1HKEE
TN 1.268 Z (A Z2BRECK . X UL, XF T3 i M1
R, FRIIAE AR 558 1 5% 0 Hce 77 #8245 i 2%

R B e e Mg KA, RAEHIZAE, W
HEAE N 1.107, STMME 1.189 Z (Al ZE k. RE
ik, AR AT LTS B — AN X [AfE, AP
m, €[1.268,1.360] , ¢, €[1.107,1.189] .

TR ML, A0SR AR R 21 H e oA AU
W75, FASIEHT RSN L.

6. INEE
ASC—IF4h, 5k A Friedman (1956) 1N 2 T %L

AR, P MBCE TR 1 T B%E .
FESTHR M TR, ASSTHE S ¥ 2 Wt 7 38 A6 S A i

Table 1. The predicted values of real economic growth rate and inflation rate in 2013 in China

3 1. whlE 2013 47 SR ST HEHC S A0E B Y AR TUIME

G AR JURSESE R BVE FRMES U Ez =
ingsg Fhy
X acc_x acc_x_ave acc_ x_loss

t year X=r X=r X=r X=r X=r X=r X=r X=m
1 1993 1.140 1.151 1.140 1.151 1.101 1.053 0.039 0.098
2 1994 1.131 1.206 1.289 1.388 1.213 1.108 0.076 0.280
3 1995 1.109 1.137 1.430 1.578 1.336 1.167 0.094 0.411
4 1996 1.100 1.065 1.573 1.681 1.472 1.228 0.101 0.452
5 1997 1.093 1.016 1.719 1.708 1.621 1.293 0.099 0.415
6 1998 1.078 0.992 1.853 1.694 1.785 1.362 0.068 0.333
7 1999 1.076 0.987 1.994 1.672 1.966 1.433 0.028 0.239
8 2000 1.084 1.020 2.162 1.706 2.165 1.509 —0.004 0.196
9 2001 1.083 1.020 2.341 1.740 2.385 1.589 —0.044 0.151
10 2002 1.091 1.005 2.554 1.748 2.626 1.673 —0.072 0.076
11 2003 1.100 1.026 2.809 1.794 2.893 1.761 —0.083 0.033
12 2004 1.101 1.069 3.093 1.918 3.186 1.854 —0.093 0.064
13 2005 1.113 1.040 3.443 1.994 3.509 1.952 —0.066 0.043
14 2006 1.127 1.038 3.880 2.070 3.865 2.055 0.015 0.015
15 2007 1.142 1.076 4.431 2.227 4.257 2.163 0.174 0.064
16 2008 1.096 1.078 4.856 2.401 4.688 2277 0.168 0.124
17 2009 1.092 0.995 5.303 2.389 5.163 2.398 0.140 —0.008
18 2010 1.104 1.066 5.855 2.547 5.687 2.524 0.168 0.023
19 2011 1.093 1.078 6.399 2.745 6.263 2.657 0.136 0.088
20 2012 1.078 1.019 6.898 2.798 6.898 2.798 0.000 0.000
21 2013 1.086 1.054 7.495 2.950 7.597 2.945 —0.102 0.005

BEE: 1) 1993~2012 4E 18], SEBRZ G r LM r - ave = (7.536)" =1.101 5% 10.1%, 4k, 2013 SESEFRAFFHK R r (1 UAT-FEMEHRE 1.101;
2) 1993~2012 4EHE, i858 7 LT TME 7 ave = (2.798)"* =1.053 B 5.3%, ZkiMi, 2013 SEMAR RS 7 19 LAT T HE thEX 1.053.
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Table 2. The predicted values of nominal growth rate of money M1 and M2 in 2013 in China
& 2. HE 2013 F55H M1 F1 M2 HE-KEHTRNE

ERC itk A= ABUH JUTT- {8 R BUE LAY IROR S (P
R Efhr
m acc_m acc_m_ave accimiloss

t year m2 mi m2 ml m2 ml m2 ml

1 1993 1.373 1.388 1.373 1.388 1.200 1.178 0.173 0.210
2 1994 1.345 1.262 1.847 1.752 1.440 1.387 0.407 0.365
3 1995 1.295 1.168 2.392 2.046 1.728 1.634 0.663 0.412
4 1996 1.253 1.189 2.997 2.433 2.074 1.924 0.922 0.509
5 1997 1.196 1.221 3.584 2.970 2.489 2.266 1.095 0.704
6 1998 1.148 1.119 4.114 3.324 2.987 2.669 1.127 0.655
7 1999 1.147 1.177 4.719 3.912 3.585 3.143 1.134 0.769
8 2000 1.123 1.159 5.299 4.534 4302 3.702 0.998 0.832
9 2001 1.176 1.127 6.232 5.110 5.163 4.360 1.070 0.750
10 2002 1.169 1.184 7.285 6.050 6.195 5.135 1.090 0.915
11 2003 1.196 1.187 8.713 7.181 7.435 6.048 1.279 1.133
12 2004 1.149 1.141 10.012 8.194 8.922 7.124 1.089 1.070
13 2005 1.176 1.118 11.774 9.161 10.707 8.390 1.066 0.771
14 2006 1.157 1.175 13.622 10.764 12.850 9.881 0.773 0.883
15 2007 1.167 1.210 15.897 13.024 15.420 11.638 0.477 1.387
16 2008 1.178 1.090 18.727 14.197 18.506 13.706 0.221 0.490
17 2009 1.276 1.324 23.895 18.796 22.208 16.143 1.687 2.653
18 2010 1.197 1.212 28.603 22.781 26.651 19.012 1.951 3.769
19 2011 1.173 1.087 33.551 24.763 31.983 22.392 1.568 2.371
20 2012 1.144 1.065 38.382 26.373 38.382 26.373 0.000 0.000
21 2013 1.175 1.268 45.118 33.446 46.061 31.061 —0.9431 2.384

BiHE: 1) 1993~2012 4ESHIE], B8 M2 (4 SUEK R LAFHME m2 _ ave = (38.382)" =1.200 3% 20.0%, #kifii, 2013 4EB¢ M M2 14 B KKK LT
PEHE 1.2005 2) 1993~2012 4EffE], $M M1 4 UK R LAFIE m1_ave = (27.946)" =1.178 5% 17.8%, 4kifi, 2013 4ELETH M1 (14 G KR
LR34 (I 1178

N T ARSI A Friedman f5E —HIALER /7 2, TERE SIS, Ar T TR W R A S
G B B e % WRL DBOUEEE R, ST R R, 3 AT LR
R, AT TR RIS, WYFSHAEN T BURES, IR HINEL R TR RR,
Friedman 572 “ T HINBT4hie, T MBCRIVENL e MHRI0. EOEZDAHEE B BN % 1 4R
RS AL W RBUE I e AEaiem, =(14n, ) (14, ) (14 &, ) - ZHEA
BIRK, B B MRS AT HIOBF A58, 1E Friedman BUPAMEE T8I, 1 ELIEM T e
MU T L ST SCRR OIS EAESS T Friedman  ZcfRR0— Aot U548 R T Friedman ({5
BT R FFEAE R IR, S R bR R 2, FEWI BT KRR SO A2 S22 e K B i 7
BONBE TR, AU TR TR S e B2 h, SR T AL

%k, TEIAEAHTSY, A E T MIFIM2 K
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Table 3. The predicted values of rates of changes of monetization index for money M1 and M2 in 2013 in China

3. E 2013 T M1 F M2 SRR RN TNE

TR R % SRR JURSESE R BVE FERMES U rEz =
INpsE Fy
4 acc_ ¢ acc_¢ ave acc_ ¢ loss

t year m2 ml m2 ml m2 ml m2 ml

1 1993 1.000 1.000 1.000 1.000 1.033 1.013 —0.033 -0.013
2 1994 0.986 0.925 0.986 0.925 1.066 1.026 —0.080 -0.101
3 1995 1.026 0.926 1.012 0.856 1.101 1.039 —0.089 —0.183
4 1996 1.070 1.015 1.083 0.870 1.137 1.052 —0.054 —0.183
5 1997 1.078 1.101 1.167 0.957 1.174 1.066 —0.007 -0.109
6 1998 1.075 1.047 1.254 1.002 1.212 1.079 0.042 —-0.078
7 1999 1.080 1.108 1.354 1.109 1.252 1.093 0.103 0.016
8 2000 1.015 1.048 1.374 1.163 1.293 1.107 0.082 0.055
9 2001 1.064 1.019 1.462 1.185 1.335 1.121 0.128 0.064
10 2002 1.065 1.079 1.558 1.279 1.379 1.136 0.179 0.143
11 2003 1.059 1.051 1.650 1.344 1.424 1.150 0.227 0.194
12 2004 0.976 0.969 1.610 1.303 1.470 1.165 0.140 0.138
13 2005 1.016 0.966 1.637 1.259 1.518 1.180 0.119 0.079
14 2006 0.989 1.004 1.619 1.265 1.567 1.195 0.051 0.070
15 2007 0.950 0.985 1.538 1.246 1.619 1.210 —0.081 0.035
16 2008 0.997 0.922 1.533 1.149 1.671 1.226 —0.139 -0.077
17 2009 1.175 1.219 1.801 1.401 1.726 1.242 0.076 0.159
18 2010 1.017 1.029 1.831 1.441 1.782 1.258 0.049 0.184
19 2011 0.996 0.923 1.824 1.330 1.840 1.274 -0.016 0.057
20 2012 1.042 0.970 1.900 1.290 1.900 1.290 0.000 0.000
21 2013 1.018 1.189 1.935 1.533 1.962 1.307 —0.026 0.227

BiE: 1) 1993~2012 SE#IE], %M M2 ISR TALIEECE R U FHIME ¢ 2 _ave = (1.900)" =1.033 503.3%, 4kifi, 2013 £ M M2 (58 Tifkhis

BORMA B LATFBEHER 1.033; 2) 1993~2012 FEH[], B8 M1 KI5 RALISBCR AL A LT P <1

2013 5 M1 5 fAGSEECE (R M LA E L 1.013.

XPE, HEHL 1993~2012 FEAFE LB AREAS, ek
) £ H B (VAR AL FH DGR B 7E 2013 AF R IEAT
T, FEXF AR ST ST R AT T P A R AIE
O, SR #2013 45, RETT M2 KR
TR TWIE N m, =1.175 , M N KR TR SN
¢, =1.018, SEFRAFrlKEFEr=1.086, WL
IKZARE 7w =1.054 , I AA SRS 2 108 i B %
TR RO IR A AT I, R F iR M2 3k

Ui, TMEBCNERE. 2, 22013 4, T2iH MK
KA SEHOTRES T X W) my €[1.268,1.360] , H BN
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ave = (1.290)" =1.013 5% 1.3%, Zkifi,

WHRER R T RN T X0 £ €[1.107,1.189]
HI T AR SO0 T 58 1 M SRAESE RO A FTAR, T
BL, A JEX B2 M1 EIFIEA 347 75 2R — 2
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