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A New Monetary Velocity Model Based
on Industrial Structure

WANG Jun-hong, LI Zhi-guo

(School o f Management, Fudan University, Shanghai 200433, China)

Abstract; In this paper, we employ the co-integration, Granger test and
Error Correction Model (ECM) to augment monetarization hypothesis of the
classical money demand function by considering the industrial composition
factor. We find that the monetarization factor increasingly impacts the mo-
netary velocity. It is not monetarization factor but industrial composition
factor that can explain the decline of the monetary velocity. By the ECM a-
nalysis, the elasticities of the narrow and the broad monetary velocity which
are caused by the industrial structure are 2. 7 and 1. 2.

Key words: monetary velocity; industrial composition; monetarization
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