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Abstract The issuance of credit cards as a payment
instrument in the banking sector has increased significantly over the past
decade, supported by improvements in the necessary regulatory and
operational infrastructures. In addition, the Central Bank’s recent policy of
quantitatively controlling banks’ balance sheets, while encouraging the
expansion of off-balance-sheet activities, has led banks to increase
the supply of credit cards. Consequently, the growing acceptance of
credit cards as a means of payment is expected to influence money
velocity, with potential implications for inflation and the effectiveness of the
Central Bank’s inflation-targeting framework. To investigate this issue, the
determinants of money velocity - measured in terms of MO, M1, and
M2 - are examined using monthly data from February 2018 to October
2024 and a Vector Error Correction Model (VECM). In addition to the
volume of credit card transactions, the model incorporates the interbank
interest rate as an indirect monetary policy instrument, along with the
market exchange rate, inflation rate, and the total volume of debit
card transactions as account-based payment instruments. The results
indicate that the expansion of credit card usage during the sample period
has exerted a negative long-run effect on different measures of money
velocity, suggesting the limited use of credit cards in real transactions.
Therefore, by influencing money velocity, the expansion of this payment
instrument may pose challenges to the Central Bank’s inflation-targeting
policy, which relies on the relative stability of this variable.
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