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8.20~21, A&l A BZHAD A& FA » 1A Aol

D ARBolA Agse Be T HEMRE G I AAA 759+ B EF59 (currency
in circulation outside the deposit banks)2 =3lc}.

2 A%A F3FFHA A& 2o FA T =93 Burger(8], Brunner and Meltzer(7],
Friedman and Schwartz[11], Jordan[13) 5 #z=.
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4714 ML BeBR BHed 45E veile 533359, B PRI

AT AFEKR & BOEKEE, 28 rE @BHed Ad 239
KEfHeS] HF, §F REZRQERES 74 oq]gt.
Litd BRIGHER 8, BAFFTRE AFEKRY 299 EERE
g oh gt —kRe BEeRFEES wtd e Be@itse o3 43¢ %
g AL ¢ F Ak 53 AN BeEKge BEhEe AAd BRE
9 EEEE Adde A& 44 ¢+ Yk

BEES HHRMES AR 974 FEYoF & AP BeBELES Kt
v R BEEERASHR F2 SEHE 9 BB Jd3d prEse TRER
(behavior variable) o=}, BiRERl EEMNLZ #HHT & A& BB (Policy
variable) 7} ofvj el AHolch. whelA o]g} - EuldlA BMEHHEHME AA o
2 BERERC d8 Axmhez RrEAA gEtte Aol BysAdt.

19709 o] 3 SveE 2 Ao FAES A THHAd FRE 2
A7) AF BREGES PREESEEA FH9 &Ffnd F3E3FE FA
BREHE S HHE L e Kol thY ol o] BREHES o4 fE BHEK%E
oz 244 Yz 987 U AFdA = BRUHERE 8¢ ¥ RHEY
TreREe Hemugs A9 aoh A& st o F3e fF¥el 4
T EER BEHE e AL 2 449 ZHeldh

HZ, 53 80ddel EoigA $Elveld oA BeBKHAEL A glel
aA dEs $oh oot AL F BENEL EKEREC AT BeBRIEEY o
ol FH 9 AL YulstE AolH, oo wHe BRKEBERS BEBEHEY 7
Reoll Wiste] Bep 2 AAE s golA & F A Hik FAFdAe el
BEBELFEY T Fol & Az BREHEY 9T HeBMLE HEE
AFERS BOR HMEEHEY BE T4 B HEMeE $43%tx, ot
A olEl 3 ReBEILE] dE5¢ o FEERS HBHAS o &3td KEN
o2 AR vk AFE QAL BEBRIEEY EHE ALde BK
BiFET BT BREEY POEER RS I #EKRD BEdt Y 292

e o

3) Ve g L8 Fo AT BRECEERE WHR, BERG), p4 P2,

4 19793 ol ¥ WA (M St BREKY FLEEE A4z g9 BEER
& M;E POEEZ A9 Fe glo] Myt & BREFRLD BRAR =€ PH 5 &’
g Aol & oz vt 433 46 2AE £ AL @iz 29
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(a¥ 1) BEEREE WBHHEB, 1970~1983
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5 70-teing i 7a e 73 _'-,{"74" 75 b g6 e 77 Al g b 7g bt 80 +18] R VR A EN
2 FHEH S EMe 2 ¥ FERED BRI
(E 1) REWMLES BHE
i1 fHl B B | FHRMEREE | E ¥ E £ L 2353 4
1971 1/4~1983 3/4 0. 1386 0. 0086 0.0115 0. 0831
1971 1/4~1979 4/4 0.1438 0. 0040 0. 0053 0. 0366
1980 1/4~1983 3/4 0.1260 0.0113 0.0129 0.1020

(BFFeg (65D, Mo HAS pdde A2 434 4 A2 HEE TRE
L)% 5 4 9 z2v 429 98 HRGEMBHRARGDAAE 892 395
L REGMRIY Mzt A%, EAZY mMETHT HESF Mig RpEES 0%
FAo] gvhE EEBW KRS A= g

5 50d@ % 60ddiel SlolA el BeEKLES METHA IR HHE T
g (6)2 Kim[(15) % #=.
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TR tRES BRFEHGHEE A € 9 70dd ol ¥ BHE@mKILE
BEES 498 B k¥Eoln] 53 80ddiel A E 2 WEke) B% 2o}
A (E D =), 2HEA971E 1/4871~19834 3/4871)& ez 3 Bé
BRILES] FH FHEREEE 298 3+ & Bl stz ReMd
HHEe 4oz ity BREMBREE S S5z 2 ki [E8)2]
6% Twtel v~ ]| 6% = WHAcz 4T 5 ok, 2z & DI M
M7 MR R (coeflicient of variation) & 809 BLWEILERS] WHyHkol 70 dH
aREc A W Fhrte] b A& #d Fx Yk

GA AAF uisl o] HEBKIEEL 709 JdoAE ¥2T F5FAE
Holm gled, o8 2L WEHE 2 71} HASHlAF BRREA 354
o= A= A93 4 J& Aolth 70dd e Aol FEHELAELS AYF
16%°] 2 or HERERL dWTF 9.4% ol BRES J12Add. A%
A HASH AL TR 2E AE LHHMKS Hkd =& ReBREBEE 8§

£ fisln O e o2y BITHSY KEKRE F2E 53 23d 3529
sge 2t Aoz HEBRIEEFE LAANE 80 2 & A& A
oltt. =¥ MK #Rt MK &EY #AE S HEd oY B
FEK9 Pk FELERRT FRE Bkl 73 BLERY FE iAoz
AAA Heol AAA o2 & HERREE BEBKNES 3547 2419
g 4 9 Aot

80delol AN HeBEILAES] FAT THIARKS A Fdol419) 23}, K
B sk 22ln S@BESY B 5o Q89 A 2. o Ak jAE
QEd oL AA A PR (1981~83d8) 7 71F AR T =l EALEE
2 8.4% 2A) AREE 70d9 o) v 3 FF3 E31= Qo (1981~83d ) J 7%
Z A9 d BERERL 7.0% A=), KIAFEHES #E#H SRVI=19 25
223 SEE EAES A S 2e 80ddY LGRS B —BAR
9 BHHBES SHA4200, oo wE —ARY RTRELBHEAEAS Sds
RoBEREEE THANE 9 24 719% ez nadh & 2>9 & 3)L 80

(¥ 2) REFX RSB (9] C A4, 449
| 81 | 82 ,4-__.‘ s
AEK 357 751 837
FMRSEAFE) 227 1,002 1,362
K EATESHE 303 915 1,044
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(29 1A%, 94, %

| 9 | 8 82 83
A E B KB 50 120 307 1,143 1,326
FHSFEAESE . A) 1.9 8.8 26.3 152.0 232.3
B&®E (&% B) 6,821 13,112 | 15,346 20, 463 23,539
A/B 0.03 0.07) 0.17 0.74 1.0
(& 4) STMN EBAN RS (29 : %)
72~79 80~83
£ O OB OB oM oE 3.9 1 6.7

i3 eMENESNT TeST BREsns 23
ddlell glelA KEHFRES G219 Ffe debdt A 3A A EtE
Fel T2 Yo e K Hol oshd 80 H) o SRR TEMB A 70d
AEg A Eelvhe A& ¢ F U+

I WM& HAE0] WKMo OF KR

& FEAA R BeBRIAS] #EhiEe] 433 Felaste e ¢ 5 4
At 7oA e REBRILE BEol BRE #Eol Ar 33 4% 73
EAE FENoE WES 2z .

ERFBOARKR Q2] A el=) S48 (Taylor series analysis)-¢ KRS
AEEK, BHOBRILE, DEXREHE, o9z @RREHEC] RERS #
iAo vl HEE 47 & 22 HRel g3t HME & A% BRY
A8 RV BHAES MWE F=).

MR Sfudsel N ARUBR FHES HX !

4AMp, =—Bi-dm+ 4B, dm,

M., M, 2M,_,
MER B 9 BeERE FHRES B

M=t (5t (50, ) - (B ) e
B Bl 3 LERRR FRES] BEX

=t ((5), . (5),) - (B ) ot

RER Bghgol o3 BBER FREe FX .
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) «Ary

PIES EXE 1970 2/48-7014 19833 3/48774A 9 71749 AdzAd &

Hel 4247 A (& S 2

o] #Rel S3hel MBI MitFel S ZA Jld BERES ARERNH 2
oz REFER BEBKLE 2o BEEERS $A2 vtz o
RERS WA (] 71 0F 49T 26.0%) ¢ REEK, LEIER BReEKIL
R o7y BEXERHNE I FRES FHSA oF FB—FIE FTATF

(% 5 WRNMBHE 0Et XRER, RSWMHLE, HTF R @ATEES| HRE

70 71

I i v I X | v
M 11.4 28.9,  30.5 34.3 19.9 10.2 28.0
AMp,/ M, 4 —6.5| 28.5| 38.6 1.8 10. 0 3.8 5.9
AMpe/ My 4 17.8 0.3 —8.1 32.5 9.8 6.3 22.1
AM, /M, 16.2] —3.8 —9.1 9.9 8.8 3.9 ~17.2
AM, /M,y 2.7 4.3 0.9 22.7 1.1 2.2 30.3
AM, o/ M, 0.5 0.9 0.9 33.2 ~0.7 1.6 40.0
AM, ./ M;_4 2.2 3.4 -  —10.5 1.8 0.7 —0.7

72 73

1 I '} 1] I I | N
M 18.90 12.6] 35.7| 44.9  40.5| 26.20 20.20  32.5
IMpi/M,_, 2.4 1.1  43.4 658 70.3 252 57.1 39.4
AMani/M:_4 6.5 23.7 ~—7.6/ —20.9 —29.9 .ol —27.9 —é6.9
AM../ M,y 1.8 19.8 -—1.7 —13.50 —8.8 158 ~—~7.1 —8.6
AM, [/ M;_, 14.7 3.9 —6.00 —7.4 —21.1 —14.9, —20.8 —1.7
AM, o0/ My 4 20.20 —0.5 —0.50 —6.0] —19.6] —24.1 —22.2 —
AM, /M, —5.5 4.4 —5.5 —1.4 -—1.5 9.2 1.4 1.6

74 75

1 ) | | | v 1 I B N
M 27.71 107 15.8 29.2 32.2] 16.5 29.1 27.1
4Mp,/ M,y 30.6] —11.50 —4.1] 42.2] 48.0 7.1 66.2  24.0
AMui/M,_4 —2.9 22,20 19.9 —12.9] —15.8 9.4 —37.1 3.1
AM /M, 4 —2.1 19.2] —2.7| —23.7 5.6/ 14.5/ —7.5| —6.3
AM, /M, —0.6 3.00 22.6f 10.8] —21.4 ~5.1 —29.7 9.3
AM, 0t/ My 4 —0.3 0.7 25.1] 12.2] —24.0 2.3 —12.20 —0.2
AM, o/ My 4 —0.3 2.3 —2.5 —1.4 2.6 —7.5 —17.5 9.5
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76 77
oo | = v polor | o | ¥
M 29.9 208 200 266 415 229 435 40.6
AMp /M, _, 24, ! 4.0 38.6f 34.9 37.8 9.2 384 63.8
AMui/ M,y 5. 16.90 —9.6] —8.3 3.7 13.7 51 —23.2
AM. /M, 0. 4.5/ —5.8 —7.4 0.1 14.8 0.6, —14.4
AM,,/M,_, 5. 2.4 -39 -—0.9 3.6 —1.1 45 -—8.8
IM, /M, -1 3.6 1.8 0.2, —0.5 0.3 0.9 —0.2
AM, /My, 6. -1.2 ~-57 -—L1 4.2 1.4 3.7 -8.6
78 79
I 1| | ¥ I i I ¥
M 47,90 14.3| 28.71 35.5 32.2 6.7 19.3 29.4
AMp,/ M, 57.0, 39.4 49.1] 21.6) 29.9 -—8.2 18.4 45.4
M/ M, _; ~9.00 —25.1] —20.4 13.9 2.3 14.9 0.9 -5.9
AM../M,_, —3.6 7.6f —3.6/ —9.5| —2.4 12.7 —0.7 —3.7
4M, /M, , ~5.4 —32.8 —16.8 23.4 4.8 2.3 1.5 —2.2
AM, 4/ M, 4 -7.35 —22.20 -1.0 1.8 —0.1 0.7 1.1 0.1
AM, e/ M,_4 1.8 —10.5| —15.8 21.6 1.9 1.7 0.4 —2.3
80 81
I | | N 1 I || 4
M 32.5 169 19.5| 25.71 35.4 16.7] 24.7] 25.8
AMp:/ M,y —63.4 —14.2 12.9 —4.8 37.5| —1.8 —2.5 —11
AMui/M;: 4 95.9 31.2 6.6/ 30.5| -—2.1 18.6 87.2] 26.9
AM. /M, 7.2l  22.8 —2.4 -—1.5 1.9 16.8 5.7 5.9
AM, /M, } 9].3 8.5 9.0 321 —4.0 1.8 835 211
IM, o/ My 96. 4 1.6 7.1 255, —0.4 — 8.1 20.1
AM, e/ M,y —5.1 6.8 1.9 6.6 —3.6 1.7 —5.7 1.0
82 83
ZEggn
I 1 | | N I 1 X
M 28.2  19.5 33.5| 26.4 12.9 9.3 17.4  26.0
AMp,/ M, 2.5 1.9 587 49.4 9.7 —14.9 18.5 28.1
AMu/M, 25.7] 17.6] ~25.3 —23.0 3.20 242 -1 17.8
AM./ M;_, 1.6, 28.5] —3.4 —20.2 5.4 25.4 —5.3 9.1
M, /M,y 24.1 —10.9 —21.9 —2.8 ~2.3 -—1.1 4.1 13.0
AM e/ M, 21.00 —22.1 —22.0 0.3 0.4 0.2 0.4 1.1
AM, /M, 4 3.1 12 0.1 -30 -—27 -1.4 3.8 4.5
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B8 3% 47 28.1%, 11.1%, 9.1% 2832 4.5%2 A2AJAFEE 59 =
A 5 Fz).

A4 FEH ok T AL BEWMEIAY FHEE BRBHERY FR&S2 T
F 9E A NEFERS FREATE Fov) 2 kS 43dde A
ole}. B3 & fFEEEER ¥ 4 dv BBHERY FHES 2T 4 Be
BRI @BRFRE ] EEKY BB 94 3 98¢ T2 Ao A9
g Az Y9 o AL el glolA FERES WE)S SREMEcE —i
it £ EEEATE d3d b8 & 93¢ %= Jdde Ae AR
ot 7 B WEel oA KRN HEBRIEEY G ¥ e A
< o9& vt A9 454 FAHd gldAE vz geh(Cagan (9)).

IV. REWkEES] BHEEN St Wals 557

AEAA St QoA 2 7t BeBE AL 438 B k] BBHES
A, ol wtel BeBKILES] WEjo] BRERS BB AA & 4T 7
Az glebe Aol walzeh oA AR miA e FEeoz St HeBKIL
o] ojw EHe| 93te] 2 7 BH= o] S AFH o A Ba At

Seve BeEKLEY FEREERS AF5doz 44k Ad WA Be
BRER 43 B~ BERS EYstd 938 24871 98 Adrh

BEBERLES FRRE, &F 53 2 i BER oo HER - itEEH
g Bl JAAE g tol BFAoz pEdds £ & Ah® F2 34
A geoz JEERS HE, BEWELAE HEHHFA AT BEEA—2
o EEEF, BH Zo FREE 53¢ T 4 A #EN BERAE LRBH
BEEE, FEERHES BERE, KRt (nonetization) ] K 5o L3t
zdz 2 99 ¥E BERcZ: ARME (S FARHE, TEMH BHHEK

6) o19 o] WikEo Mol 2AAE LR HOFKIEEA g3t nd & ¥ B
=g AL 97 Mdeoje )& A48 ASdE 4Fds Aol X dE WA
AR 2DAA AAF2 et

7 et QA E HHeH Toz LYuiEd W HAAQ 2Fd5ast B4 &
2 gA M Ee] AA L9 BWBERL BokHez $AF 4 o = A4 B
gkeh, o]z @ Znlo] FKEBMBA oM BMATREEY 4L WAt KH 3
Atz & 4 Uk

8) BoBEHAY BN A3 REM WREREE Caganl9), Macesich[16], Khazzoom
[14), Hess(12) 52 ¥ 9 Uk
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o g FaAEMES B, S ERRTEIEE, HERAN TEE 5
% F 5 9% Rl
el geld® REBRIAS A 9AT ool B 3 HED - e

Bty Bl odle Eg4oz JFE Hol fdz ¥ F . 24 o4
29150 BLEKLAY BB FriQestE 45402 £HE de 99
A EEE o #-& (59 Bl - iteRKBY BRS FEASE AL Ad FW
BEslehe] w2z v}

Fol2 BHLE HYTAA Bemktss) pEiRes 45402 £48 27
o et Be EREES 4759

Ine=ayt+ayInitayztaslnyta,In N+aslne +u

4, o BaBEgkE

i FEHTY FEHESATE(EERES, LEHS, EHRS, THHES, B
NS, THES 3 WEFSY WETHEE A3 mEFH) &)

T BEHE LAEGIHEE =358 158 REEgE KRBk
2 A8

y:1IANE KEHEERERSE

N:IAE FeST B

¢y e 1580 BB

a, : HEE

a, -, s | BB

u . 223}

Héefe BHao AT BEEHCzA 98¢ 79 F Ao 230 EFS
o EHEEERAA 9T #FH(ncentvie)o] T BEBERILES] WAE o
& & gk w2 A9 F3E A Aoz APA oz Jddd. =F B
EYREEAEY ®Bine A AT vtel o] Fdez: EHEKS Eind =
£ BHE&EHE ®Bing 3=, & P2t HTHESLEEFHERE HhAA 234
o2 BEERILEY] BNE 29 & Jonz REHE LAY FREE EY
H3E Moz JdEe. @6 IAE KERGKEDS BEF] ZRAKE e
€ SlE Hol 2 FES ¥IE Foi ved Aoz di4g 4 k. 2=
—ANE STEHKE KBEM STFRES Jehil s 3o SFHsKE 5
g F 9lernz HTEAES BN F SRR e BeRRHRY BIAE
a8 F e, od w8 F3E &Y #e M AR HHPeE S
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dEleh #Me) gle] BEMUMECL RUEKE TP AL HSERIEA A
8 4 F o 7}1] = | (partial adjustment mechanism) & AA W7 = Folch. wheh
A e HEE 13 32 0nd & e M Aoz o 3s

1975 1/45 8514 19839 3/45Hi7tA & BABR e o] HET WES &
Bt XE fate o9 2

&=—0.4722 #3=0. 1536
(-1.3) EB.D
&=-0.0645 @=—0.2934

(—2.9) (~3.2)
@,=0. 0035 @s==0. 9652
2.2) 11.0)
R2=0, 951 D.W.=2. 47

@, (O%e gk
99 HEERIA BEd BT REMWME REHEHE T ) £RHo2 A9
9 ¥3E M@ dor, =% 4 HKY By HREE 438 $E0E A
& % F vk REGMEDA AL A3, @B LHD RUWPE LA
79 BEWKHAS 4499 o 06%% A9z drkz £4F & Ak ¥4
HEEBENS FREYY WERES 438 2 4 Ak, oo dad $au
ool glol4 o MWK MEEEE 499 & Aoz btz gk

V. W = @

AE7A BEREKEMRE 23 BRE /A BHe@BRWES 2 BOEBS
BBHERL FAoz 4y Bger, & AWz & BReBRILE Bl BR
e WEpel W& HRE WA

AR oHTRERE S%stq Fesd g8 At

A4, ASARHEL 7049 YA€ *2 FEFAE 2o 80
olzz HA}NA T#HSI: 7T LAt 53 80dde MMt FAY THT
e [dEsloldlg 3}, BEEES sith 53 22 B BR dd FiF
R ER7tES 23 33 AL HEN BRC d3td 493 d%E ¥ o
E 254+

A, FHRHEES BMRRKS #itdl J3d vt Ra@KitEe] 8
Bk 49 B kifelate AL I F Atk BLBEHILE ¥ MEHE
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< Be@mRde] Fhitined #Ed v HE/ A4 Gde AL A9
OB (Mp) o Mol 3 AKER LEXER, BeaRNE 222 ##x
#R FREES HEMNCE 33T A3, BReBRRES FREe BRERY
BRCEARERS L 3 & dve AFERY LE RS FRER Ge A 88
ZHERY] FHEERGE €53 2ge Aol frnsdd.

AA, EFRHA AT EEH S A F vt gleA BEBREAEEE)
o B Fio] HeFTEH, BEHEERR, IAE KENS, SOFIMES BH
B IAE RITIERE 5o 3tq R & Adte Aol w A

ARNA 714 B &sA AAE 5 e AR J(message) = -2 es] B
BREAREE 233 For], oo wet azle] @S v E F Fo] A
A ok Aelwt. zelEz $evel 3992 BREEE gEmez FHd
7l 1A BEBKILEY TEE 2ot A9 FAGz M & AR 453
Ud 484¢ A Aot ol AE Fu S Faddd HeBEKHEK RER
el disteiAe doz 2ot HEINE B2 477 Aok dde AL ¢
F A& Aolth. 53 Ak WEE REBERUE FAEN REERS 95 4
w3 HEMAT e FRA FH ok & Aoz 444 adlz FHeEe XK
el A& MERE RESAAT B BEEHED 44 88 & J+e AR
2 AN BES REs 2% AR HRREE dolok @ Aol

fidsk © B BRI CHEt FFEN, BEBME U HEE BEHO| HR

EHEES AEEK BRFEHCE ot 2L HRRC] Ktz BRE
BB (M) EEFES ®Eol & HEd 85 UM REEES BEd o
st ¥l WH M) o 2 B4E T I+t

M=m-B a

&, MIBREM,)

m SRR
B I A¥EK

2dv ME B @O #¢ FHX EHE 2 g3 22 wHde Ae=z

(Taylor series)J4RE=Z }ebd 4 9le}.

My 1 EMey 1 M

M=M_,+—4 2l ag 3! an @
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23 Me 429 2xAAY HEo R FE3 ALAEAZ + dde R
% M=m-Bol 2 BBMGART 24 A @€ o3t Zo] B

M=M,_;+ [Bl—l drs;‘l +m;_y dg;—l ] +*;“[ Bd‘t_gl d’m;_,
+ 2ol gop, -2 gp, ] ®

d2m1_1 ) dng_.l “ ' 2 o -
o} 7] 4 g %t g T FASd F 9¢ Axz Foeonz oz EMY

+ et
Webd 4@ oA chest Bel BRE 4 sich
M=M,_,+B, % i, OBy dmirdBioy @
2, dM=M,~M, =B, 53 m, . DBer y dmics-dBicy ®
EE,
AM,=B,_,4m,+m,_4B,+ 4m,4B, 6)

A6 £% R HBidm) L mBEUM,)0lY, 8 H(m,_,-4Bt)S B
B(4IMp), 23 upA] ot FH(dm,-4AB) 2 m3} B HMEEREE ).
714 m3} B HEERAKEE 25E%d miast 2 Bisz Pl 4
ol ot
AM,,.,:B,_,-Am,-i——%—Am.-AB, )
AMB,=m,_1-AB,+—%Am,-AB, (8)
A BEEHME AF 5@ FRERE ] Elolnz, o & Bée
B A] Figs #BHd Ad Foezr BESE 5 ot
Z, ¢S rg& BE@d A% EEE vy mE e85 e 2%k HAddE £HIER
BRI ER vebd 4 o
Am:—aa%f»dc%— %’: dr+-- Fm deedr+ ém —%2:21(4&)2

oc+or
vl Zn ©
A (8)9 wA A HE 0o] FEEIFER AJAA F gl

oA,
P
Am:fg—’:'dwra—’:dr (10)
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2 4 (06l 4 mol W esh re) Bl Egke She o] WA 4
@ 2o ¥ EEAL + Ak

= () (), )2 2 (5.

+ (%r—) ] 4 an

24109 Fdel (B:_1+%AB:)% T 5 BRESM] A mERA Dt

Am(Bz—1+—1‘AB‘ ) =% [ ( aa': )_

(5 ) (Bt a e [(5)

(5
( )] {B,_,+~AB. ] ar (12)

AUADY Z4 HEL mBRUAM., A0 F2)olH, 49 AA H2 #HE
UMy, EA T rERUM) 7 At
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Currency Ratio and Money Supply in Korea
Sung Keun Ha*

Summary

Recently, the currency ratio in Korea has unprecedentedly experienced a drastic
change. In this paper an attempt is made to examine such recent behavior of the
currency ratio, to quantatively measure the effect of changes in the currency ratio
on changes in money supply, and to analyse empirically determinants of the
curreney ratio using a multiple regression model. Currency ratio as defined in this
paper is the ratio of currency in circulation outside the deposit banks to broad
money (M,), which has been regarded as the most important monetary aggregate
by the Korean monetary authority.

Major findings of this study can be summarized as follows:

First, while the currency ratio slowly increased for the period of the 1970s, it
rapidly decreased entering the 1980s. Especially a recent decrease in the currency
ratio seems to be due to a decrease in the inflation rate, a slowdown in economic
growth, and diffusion of checking accounts and credit cards, etc.

Second, according to statistics of average absolute deviation and the coefficient
of variation, the variability of the currency ratio is found to be substantial.
Although both the effect of changes in the reserve base and the effect of changes in
the required reserve ratio on changes in money stock which are results of policy
action are greater than the effect of changes in currency ratio on changes in money
stock, the size of the latter can never be regarded as insignificant. It is found that
the effect of changes in currency ratio on changes in money stock substantially
exceed the effect of changes in the excess reserve ratio on changes in money
stock.

Third, regression analysis on the determinants of the currency ratio in Korea
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indicates that a large portion of the fluctuation of the currency ratio could be
explained. by interest rates on bank deposits, expected inflation rates, per capita

real income, and per capita number of deposit banks.



