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3.4 AT E (Quantity Theory of Money) & CHIEarE 49E| 20 GNUER 

RAT ATSR 7Ao T U. DSce (F. W. Taussing) O`AN "Principles

"Double the quantity of Money and other things being equal, price will 
twice as high as before and the value of money one-half. Halve the quantity o 
money and other things being equal, price will be one-half of what they were 

before and the value of money double"- F.W. Taussing 



3.5 f6744 9 AUA UY (Fisher's Cash Transactions Approach) 

HRTO R (John Locke) CUB RCa (David Hume) RCAN 
a9iTRCT ÍDT FAE RR (Mill), Rard (Ricardo) 4E S 5T (Irv- 
ing Fisher) 4vapR I R RA NTH (M) UE 7S(PAMET aE 

"The vahue ofmoney, other things being the same, varies inversely as its quantity; every 

increase ofquantity lowers the value and every dimunition raises it ina ratio exactly equivalent". 

J.S Mill 
P64 1RAI UYOI CVNI "The purchasing power of money, 1911 °% RTAU 

The quantity theory asserts that (provided the velocity ofcirculation and the vohume of 

trade are unchanged) ifwe increase the number of dollars whether by renaiming coins or by 

increasing coinage, prices will be increased in the same proportion'"- Fisher 

7R R I T RRAN TA(equation of exchange) IId TN 

MV= PT 

1, PT = MV 
MV 

, P 
T 
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MV ATE TA1 ON (P)= 

..the levelofprice varies directly with the quantity of money in circulation provided 
the velocity of circulationofthat money and the vohume oftrade which it is obliged to perfom 
are not changed." - Fisher 

5A RAI TAI T aR 7RU R AA 5E A ( demand deposit) M T TT (velocity of demand deposit) V' TOAN AMAE U AIRH 

MV+MV = PT 
P- +MV 

T 

n (M), (b) abfae TaN Kn, (V) (c) ART UA (M). (d) GR 7 

A, V, V aT7RASE R «tT, SM M P aE AE7 

T, V=5, V = 6 aT-200 C COTARTAP A 
p MV+MV_200x5+ 300 x6 

200 T 

1000+1800 - 2800 = 14 tet 200 



200 1 MV+ MV 2800 14 

p-MV+ MV.400 x5+ 600x6 
T 200 

2000 3600 5600 = 28 tet 200 200 

200 
5600 28 rovided 

perfom 

sit) M' PA A Te M P T 1 7 ta a 3.1 A.B 

a 3.AT Y TRZRa, aaA CAITA OM A1 OM, A rer1 qfG , cofot 

Coe TTAI OP I OP, A 27 AT ATNT P=f (M), 450 cNTET Y 

(i) fBa 3.B-3 T R a, af4A aIIR OM*R OM, 797gfa 7, cof 
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M Ma 
Meney Suppy (M) 

1/P 

1/P 1/P 1M) 

M2 M M 
Money Supply (M) 

F Fl 3.A& 

1. fT4 TAI 7R (Assumptions ofFisher's Quantity theory): 

() nfa T (Constant velocity of money) : fp5r ATE, YN MEL 

fe, V FaA I T, Hat4 CAIITA 



I IL 99 
() R A AFA NA TT (Constant Volume of Trade or transaction) 

(iii) R A MA (Price level is a passive factor): POA N F 

(iv) RAN Ta (Money is a medium of exchange) : qa RAT 

R (hoarding) ITI (Speculative) GCRTU VRN I 

() MT M aHTo f s (Constant relation between M and M): RrstA esfo 

(vi) rtaRan(Long peiod analysis) # yera f staa Rere Aas 

fRAH TAT, MV+M'V' = PTvRaA E M'V, V'4 T AI P 

2. 790 AA BNICOIbAT (Criticism of Cash transaction approach) 3 

() 

(ii) AsTNCO, UY TeaTaReHI I7URF©TIA SAas (equilibrium)FT 
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