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Estimated Money Supply in Palestine

Abstract: The study of money is prominent in economic and financial
studies due to its effect on economic and fiscal variables. Economy of
countries is characterized by cash exchange and capital accumulation. Money
is considered a standard unit by which trade activities and budgets are
measured.

Paestine, like other developing countries, is attempting to enhance per capita
income, price stability, employment and better baance of payments. In
generd terms, Pdestine is trying to adopt policies related to both macro
economy and micro economy, in order to achieve sustainable devel opment.
The study attempted to estimate amount of loca currency that needs to be
issued by the Palestinian Authority. This was achieved by estimating the cash
in circulation (cc) outside the banking system.

The study used qualitative and datistical analysis; the quditative method
reviewed developments in using Money supply indicator (M1) in neighboring
countries. Statistical analysis is used to analyze various monetary variables to
arrive a an estimate of money supply (M1) in Palestine.

This study comprises four main sections; the first reviews money supply
literature, the second discusses money supply in neighboring countries like
Jordan, Egypt and (Isreel), the third tried to establish an estimate of the
needed money supply in Palestine, while the last section contains conclusions
recommendations.

The study recommends that the proposed scenario is the most viable option.
The proposed scenario in estimating the (cc) and the money supply (M1)
produced a redlistic estimate that complies with the actual economic
conditions in Pdegtine. The current economic Stuation is dominated by
continuous increase in the GDP, which conforms to the gradua increase in the
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edimated money supply and the increasing confidence in the Paestinian
banking system, reflected by theincreasein DD (Demand Deposits).
The estimated money supply produced by the proposed scenarios amounts to
51% of that of Jordan, which shows again that this proposed scenario is
redlistic.
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N d Y ¥ Sl dlee 0 DD A lad) @l s CC Jglsiall ) ad Jyoas -2
(7) Do sl Gopaall s oo S50V
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M1 Gl 4aseian 383 ya ye
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M1 Buall 4 geian 28ill (m je ) yuast
CC a =DD pa * (CC/ DD ) jor
M1 pal = Demand Deposit (DD)+ Currency in Circulation (CC)
((10) &8, o 1 &GN 5 L) -

BL8al€ %10 Al a0 %12.5 4oy ( GDP) haudd) Jlaa) Jsal molil) G ja
il gl z LA Jyaad il 4 ) el o Jpanll il ) o) i
b &) 8 pad) Ul ol Ay lad gl I (Jealall) gl dils) & (CC) (udaniddl
Ll e ana gua cdielan) Tradl) ML cplandd 8 83 (o ye <y e Jsasll ¢( DD)
" (380 1999 ¢ (5 pad 5 S el i
CC pa = GDP pal * 22.5%
M1 pal = Demand Deposit (DD)+ Currency in Circulation (CC)
s bl O Ay gulad) ciliydatl
=345 (CC) byl gl & Hla Jgliall il 5 (ML) Gocall olinay 83l (50 dlay) -1
gl o) dleally 3,3 8 (GDP) leay! adll zil 5 (DD ) (b el g Uil 53 4 jlad)
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L | gl Ijad ol | ) ae | e @

(cc) (DD) (M1) Y
2000 1239 786 2025 6002
2001 1202 017 2119 6260
2002 1252 1063 2315 6590
2003 1443 1476 2919 7228
2004 1414 1778 3192 8090
2005 1657 2404 4161 8925
2006 2027 2539 4566 11092
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2007 2172 2660 4832 12595
2008 2664 2908 5572 16108
2009 2697 3360 6039 17815

.(2009-2000 4 sl g el ¢ kil 5 a5 5 ¢ V1 5 3Sal Glidl 1 jaall)
(7) Jsandipall Jra qun (Spa¥) M) D) e Ll Aes (e odle] 4l Jygas -2
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(N3 gla) N agha G ) A (M) &) a0
L) | J9sd &l | Al gag) | s gae sl gkl

cc) | (o) (M1) e
2000 1770 1122 2892 8574
2001 1717 1310 3027 8942
2002 1788 1518 3307 9414
2003 2061 2108 4170 10325
2004 2020 2540 4560 11558
2005 2367 3434 5801 12750
2006 2896 3627 6523 15845
2007 3102 3800 6902 17992
2008 3805 4154 7960 23011
2009 3827 4800 8627 25450
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(N30 Osle) I sebiand) ) ol Gladd b B e @l ks
Al e | gape pa | A G | Al el 2wl A et bl ) )
QJJ‘Y\ 55 55 Ayl u—“ Jgaiall (bl U_n. GJL‘A\/ Jganall 55 UJMSI Cpbauld 55 Jglaiall
M1 M1 (phaudi | CC pplanls bD sl oM ®) &
GDP GDP N
CcC
2892 1795.9 916.9 879 0.206 8574 4442 1770 | 2000
3027 1586.5 7715 815 0.192 8942 4018 1717 | 2001
3306 1574.3 642.3 932 0.189 9414 3382 1788 | 2002
4169 1913.3 748.3 1165 0.199 10325 3749 2061 | 2003
4560 2144.6 7336 1411 0.174 11558 4193 2020 | 2004
5801 2397.3 846.3 1551 0.185 12750 4559 2367 | 2005
5523 2593.7 1190.7 1403 0.182 15845 4615 2896 | 2006
6902 2689.2 897.2 1792 0.172 17992 5204 3102 | 2007
7959 2875.4 1072.4 1803 0.165 23011 6486 3805 | 2008
8627 3058.8 919.8 2139 0.150 25450 6117 3827 | 2009

(2009-2000 « Aidaudil) sii) Daluy AN 38l i) oo 5alall Lygiad) y ) 1 jaaal)

57




UasE (E

1(9) Aty Jsaar (A g bl -

3 (DD) A jlal &asl ) ((CC) Jsluall dil dpss lasial 723 501 @lld o sy o3y
2l AaS alay ¢(DD) ol (b Zplad ol (8 Al il o @ LY alls psie 2Y)
sl )l Al &5 (CC) (Lseand ) cudanddl 8 yadl Sleall # A Il
Gaa ) dasgiay ) (g i ) Jgeasll ¢(DD) cudandill 8 peadll g ladl sal 4 sl
Sl z la Hsgand o Il il dueS Glusial 435k 038 an e S Cun (M1
—Aaal Aalaal) PA e (B puaall
CCpa =DD pa * (CC/DD) gor
M1 pa = Demand Deposit (DD)+ Currency in Circulation (CC

o S
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S aY)

(CC/DD )gor- oY) 58 Al aa gl ) J il i) A =

Al (e Sleadl zola Hatall Jglriall ) dpaSd A ) il JED Jgand) sedays
P PP VR [ R e I RS R R o

58



M@M\u'ﬂ)ﬁ&\#.ﬁi
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CC ,a =DD py * (CC/DD) jor
M1 pal = Demand Deposit (DD)+ Currency in Circulation (CC)

(N9 amle) AU gl uJH.\Lﬂu\uMgaM’mﬁ i) juas

7 ) ) @ ©) @ @ | w
S m e | s | sl e | O ERE sy &l
M | S gae | adgsa | S dsa D G| gysa
M1 Oihuls 4| CC (phuls DD Gulandé | 2, b g/ DD I | ga ¥ i
M1 o cc
CC/DD

2892 2265.6 1386.6 879 1577 1122 1770 2000
3027 1883.2 1068.2 815 1.310 1310 1717 2001
3307 2029.7 1097.7 932 1.177 1518 1788 2002
4170 2304.0 1139.0 1165 0.977 2108 2061 2003
4560 2533.1 11221 1411 0.795 2540 2020 2004
5801 2620.0 1069.0 1551 0.689 3434 2367 2005
5523 2949.6 1546.6 1403 1.102 3627 2896 2006
6902 3254.8 1462.8 1792 0.816 3800 3102 2007
7960 34545 1651.5 1803 0.915 4154 3805 2008
8627 3844.4 17054 2139 0.797 4800 3827 2009

(2009-2000 ¢ ks &) dalus 33,V Sl il e 5 alaall Ayl & 1 jaadl)
2(10) b, Jyan 1 QM) gy sl —
Gl g peaall (o3 Sl bl Jadl ae b8 e el ) il ol saa) Gl
ol i(soall 1999 ¢ Wl (5 padl) (538 el Glid) Lailas caena s cJielendl jaadl)
12.5% «isss CC Lo JS& b pad) leall 2 i il sall (ol J i) sl £30S <y
) ) Il sl A Jagie e il Gld 8 3K a8y ¢ Jeal) el il (g
Ll o Ll il g gy dal 8 Ay a5 sl Ay el Jsal) ey 3 day) s
8 Jsa 1 Jlaa¥) sl il ) Jhtiall 26l A Jans sie o 2ny Cus galaidY)
50 all Al (50 %10 ) sa iy 5 e s ¢ MaaY) sl il e 12.5% o Jalay

Lo i lials
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CCpa=22.5%* GDP pa
M1 pal = Demand Deposit (DD) + Currency in Circulation (CC)

L) | dlal gagl | el gl |92D2P0/ Gar S | 5 e
ol b Yl pal*22.5% ... o
“MDD 4 e - 2 i M1
"'"GDP CC pal MI Cplaudd
2000 879 4442 999.45 1878 2892
2001 815 4018 904.0 1719 3027
2002 932 3382 760.9 1693 3307
2003 1165 3749 8435 2009 4170
2004 1411 4198 9445 2356 4560
2005 1551 4559 1025.7 2577 5801
2006 1403 6515 1465.8 2869 6523
2007 1792 5204 1170.9 2963 6902
2008 1803 6486 1459.3 3262 7960
2009 2139 6117 1376.3 3515 8627

(2009-2000 4y saudl o tal ¢ dgasal cilubed) 5 Elagy) 5 s ¢ Apdanddl aal) dlals § jacad)
PR Ohuds 3 50l S (e 30eS) At ol a3 jlie ) Jand) el
A aall o V1 A (e seday (4) Y ssenll g ¢ COUN Cla gy i)
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2892 1878 2265.6 1795.9 2000
3027 1719 1883.2 1586.5 2001
3307 1693 2029.7 1574.3 2002
4170 2009 2304.0 19133 2003
4560 2356 2533.1 21446 2004
5801 2577 2620.0 2397.3 2005
6523 2869 2949.6 2593.7 2006
6902 2963 3254.8 2689.2 2007
7960 3262 34545 28754 2008
8627 3515 3844.4 3058.8 2009
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<) 0.504 0.471 0.025
<)y 0.26 0.67 0.07

Al LS 5 0.853 0.128 0.019
) 0.809 0.168 0.023
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