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ABSTRACT

This study is conducted in order to measure the relationship between three
different types of money supply and real GDP in Malaysia. These three
different definitions of money supply are considered as independent
variables while real GDP as a dependent varighle. This study was done
because of the controversies expressed by some researchers about the
relationship between money supply (M1, M2, and M3) and real GDP. This
study involves 68 observations on monthly basis starting from January 2000
until September 2005. In order to test the correlation between dependent and
independent variable, the tools such as regression model, correlation
coefficient and R squared were used, while T-statistic and F-statistic were
used to test the significant between dependent and independent variables.
This study applied the Simple Linear Regression Models in order to analyze
the relationship. Based on the analysis, it was found that there is a significant
relationship between dependent (real GDP) and independent variables
(money supply). It was found that a relationship existed for all pairs series
(MI and real GDP and M2 and real GDP). But this study found that there is
no any significant relationship between M3 and real GDP. From the result, it
also showed that narrow money (MI) had given the strongest impact to the
real GDP in Malaysia compared to the other indepencent variables.
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