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Abstract

This paper incorporates the salient feature of Greiner’s (1998)
specification, that is, the specific fraction of government’s tax revenues
is devoted to transfer payment, into the Chang and Lai (2000) monetary
endogenous growth model. Based on such a revised model, we examine
the effect of anticipated change in the money growth rate on the
consumption-capital ratio, the real cash balances-physical capital ratio,
and the economic growth rate. It is found that in the long-run
equilibrium, a rise in the money growth rates depresses the real cash
balances-physical capital ratio. Moreover, when the coefficient of
relative risk aversion is equal to unity, in the intermediate run the
adjustment of relevant macro variables exhibits a variety of transitional
adjustment patterns, including a misadjustment path. This result runs in
contrast with the conclusion proposed by Chang and Lai (2000).
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