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ABSTRACT

The study establishes a model of monetary market in Taiwan. This study joined the variable of exchange rates according to theory of

money demand by Keynes. It accrues the equations of money demand. In the money demand and supply is equality that use to build

a simultaneous equations. This study estimate the simultaneous equations by two-stage least squares method (2SLS), K-class

estimator and full information maximum likelihood method (FIML) to predict performance of evaluation. The sample include

information of monetary market in 1986 to 2006. The result have the most explaining power for simultaneous equations. When use

K-class estimator and full information maximum likelihood method could predict the best.
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