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The Quantity Theory of Money

HE G (Quantity Equation):
T x P BE = & x 2E H =
Money x Velocity = Price x Output
MxV=PxY
M/P % S 5 5% s (real money balances) &\ 9,
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F| ¥ == (Interest Rates)
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nominal interest rate = real interest rate + inflation rate
I=r+7x
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demand for money = L(1,Y)
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Hyperinflation
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The Classical Dichotomy
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