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Notes:. The critical values are -6.05 (1%), -5.56 (5%), -5.31 (10%). ** and *** indicate cointegration at the 5% and 10% levels, respectively.
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Estimate results of the cointegration relationship with and without Structural changes

Variable The results
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Error Correction Test with and without Structural Changes

Il Jales Lol falas
variable 2 R 2 Log Likelihood test F- test
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Abstract. The paper aims at applying Friedman Demand Function for money to check the stability based on structural changes
techniques to figure out its effect on monetary policy in Saudi Arabia. The study sued the short and long run relationship to
verify which components of money demand can be used as a monetary policy for the period from ¥+)¥:¥-144¥:) The results
of the Gregory Hansen’s (1 447) cointegration method show evidence of long-run relationships among the variables with breaks
located in Y43YQY++4 YQY and Y+ +AQ) for the three money measures, respectively. This means that over the long-run, the
three money components play an important role for policy stabilization. In the short-run, the results outline that the component
MY is more suitable for policy stabilization, which also confirmed by the CUSUMSAQ stability test.



