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ghhar (Introduction)

Hed™ W3y & AZ 3 3t a' JI Heg femmug udte Hast & yf3fdu dT @ gda I
€9 v&y & yor T @3 Idt JI yd3s A €8 vedr o wede feg g st mifimret
T 3 nigHs Barger It afss wuET I wafed wige-feemaet feg 3F wedT ©F 9% fEar U fumr
J fg fer ¥ gz gese Hee dt &dt #uerl 88 us feg »iHt wegr Hedt fenf3z Aeadt yuz
Hed" w3 87 &% Aduz J9 AAger @ few AT J Afawm g fog €A war d<dr fa fovefeuzs
Hedt faR ¥H B3 w3Ea &t »3 &7 df feq gAd 3 fousdi da1 OH 3 e »iHt Hedr Hedh
IZ¥ grgaTe, HedT It famdt w3 Hedr € HI33T 99 S ATeardt ITHS Jdiari
AW I : ¥Ag wWetear Y@@l (Barter System)

Trg-2ctedr Y@t gat ot uaet 9 st fa w&y & Hfgmzr mvw few 9da Way &t yededt w3
TAg-Icied ®El wHied yfeadt Hear Ot fem yar@t e wen dfewm dEt St wee fEst sadt yfser
T &dt der I fa Qg mmy@ Quadr Bet At B3t & yast iy It 39 B2 W JET fenast At
yf3gr v Heg J2 < 3 feg HIE3 © I¥ Bl IO fa Q9 fag3 €5 € wHE 3 »HS ddfenft
fea A IF uH =H3t ot Uer 99 w3 fegt fed @O SHST € SciEd €H B enfiar U SISk <R3t
&% dd| TdEdT yer@l fde eH3T w3 Aeel ¥ MU ot =eftedr o3t #iwr I 4. wadt dae
(Prof.R.P. Kent) »gAT A< Tewd & HitmH @7 Hedr § 85 d A3 & @Rt &% fHO of
BT ¥ dur I GF § TH3 TeiEdr yIiE v & fI3r Aer J1 7 Ads® nesw (Stanley Jevons)
3 HedT QU wiet Ydss Us YA3d @Y eAZ-EcEd’ yTrEgl 3 ¥ d HEd' »gEd3sT 39 J€ 3
feaH © eBHU Hignzr g »rel Igeldgl § wane wfor 3F G 3 Jo fod 3m9g § yie €
39 3 UF di37 ¢

9w & feq yHg grfear a< feq w3 feg, fg Wegr ¥ 993 98g &db A, muet arfedt =
YEdHs J96 BEt drel 3t GF § feemd = Ha, 493, A9 3 J9 €8 wife I3 918 dfon few fegt
B M3 UPUS ©f dH3 4,000 E9d gl HiI Qg Irfear wmy 3t @R RS T QUITT Jd5 3 mAHIE
3dt, AT BF § "Woedt w3 Uehit ¥ Ue 335 BEl est § yudr few fenrGar fimm
TeegyTd &8 e I feg »yrt Ag-fisy Tuer 3, 88 Hedr € gareht 3 2 gfenr W
Aaer J1 wAs feg feg fAAeH yd3s dWar feg, 7 »igg-feenget w3H fedgd As w3 Hadt 33t
HIHZ 7o, ygs3 Hil ud A< widfaa feam & <uet 9e3d & =¢iedr &3 € UAd J9 fd3r 37 feg
Y@t @g J arell feqm € Afoudht fg3es & 2eiear yorgt € g 3 wear yegh § gger fid3n
@3 &t SHg<=ced Yoy et I97 HEY @@ feq en A& gt et @mgei & fand, anrset
H3JTT M3 HS © AHS dd& »Hge J famr Hh feg 9% mufsa Hedr nwigg-feengr 89 3F FAge J
aret I, e fea foo €9 & Ba &t It @Ege w3 AeEl ¥ I2iEdT dd€ US| SHZECEd YIiH!
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WH.E. (»dg HH3d) AHHST ST 2 MRS :  (HeT w3 dfdan)

feg mm 39 3 Jo fadut mifimret wrgEht g3 -
1. Bat @ VI HAer & WEIT (Lack of Double Co-incidence of Wants)
TAgTeEg yTrEl g ¢ foniadmt It 83t feg To9 mis w de st 31 He 36 fea fenast
9% @Y uF J m3 GRS dea & 83 J1 feu BEt OHS ©F fonast & I® ddst Jeaft fm 9%
et g WSt AHt sRe der 3 68 a8 It Aus S99 98 AT da1 HeEdT ©f I % feg mHfar
Jd% J gt feg for IeHia® wided Haed ¥ fHad Idor §fgz J9r, fan wierg I3 @ <Jd
Hror & 37 9% dt €3 Hdt B3 I T9d A € (Instead of there being a double co-
incidence of wants, there is likely to be a want of coincidence)|
2. formg fasg et far feardt &t wre (Lack of a Unit of Account)
THg-<ced Y@l feg forg fagg & fan feaet € & Je J9d fefds @m3t »3 Aeel € & §
ygreent adt A HaETl Qudal Gedde feg T fa wamfen famr I fq € fona3mrt €t niudt 33t
T Hdd ©IdT BNs J & e 3 & feg mifimr Is odt Jet faBfa fem T erer de qoor fa fdd U
ges fdat gea i3t st 2 for 3§ &% Teiwar Yot feg Hs € AR Wy & wiede Jet J1
3. wA3t ¥ »AlE3T (Indivisibility of Goods)
7 Jqet fenast fea »Es @Az e fa 9 & 93 &% feq 3 g <H»f ¥ TCied’ ddaT ¥ d 3
SRg-=cied’ Yoot feg feg Hae odf fa@fq arf #f 95 € a3 &df di3 & Aae| ud Hedr wae-
feemar & feg wifim 9% a9 &3t J1 g 91 7F HS & Hedr Ws feg 2foni 7 Haer J1 fem 3
g gt @Ast & udifent w1 Ader J
4. g5 § A29 a95 © M (Lack of Efficient Store of Value)
Srg<ciedr yodgl J& us A fenmiifgz die Hast & meg ads ©r det uded 3dtar adtl AsHuGE
& 3y feg Qusar 995 w3 @H3t § It A9 ddsr der J1 €3 J9s Bel @y § & B3 JI8E
A9 ISt @n3t € gesge Wy = & i 31 ergeced Yo &% Jd9 & aet mHfiiet w3t
Je I51 fae fa ©vmendt w3 We3el wiededftl o feg wmast & 337 gv® Jd3 o e =ciedr
35T J2 I G § I3T & I fq & 3 et & fewe uar »3 wHfgs I fa 33T 99 few W A
wieEl Ji
5. Wfﬂﬂ' gt 3 W#wam(Difﬁculty of transporting
Commodities)
feg miffmr @Rz Scfedr yeidt feg ot mi@et J1 wedr & e & fen mifir w I8 fezr Ji
FAZTCEd © feH ©HG ¥dd AEd w3 AN € JEdll &% HEdT wag-feerar & miard Jfen »3
B3t & Gt Adtt mifimret 3 gearar e famr ° SRg<eied Yot o Hefuz Is|
AW II : WHZ YEIT (Commodity Money)
TAZ HEdT YTt feg 39 Yy=e3 @r3’ § It Hedr € gu feg =df3mm wier J1 SHg-Hed € 9T
I3 9%t 3 fodggg I fae fa Aas, AW w3 feagd <t wigea w3 Afgnmgga AEIT wifel g 39
mHed! faafontt @ @H As Ga U8 3 HE €35 @& difert § w3 wifeadhr 2adt 33 masl ©
TSI weedt € ¥® Af €% € def (fur) § THZ=SEd € Wity @ 293¢ Al Bl Aet 39
TAZ HET U3 ¥ U feg §33 I AoHE mEtl fef3ama fapet 3 fmodhit fefds enst & fEa #f e
AH 3 22ed HitmH = 9 3T J, B9 I5 © ug U8, 399, "3 © 3B, dg 7 Hawg, 3ET, BJT,
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Hor, di9 w3 fRargel @Ag Wedr yorgt € 1 89 g5 88 aoht & Ja1 uF Us § 8¢ cafat
feg &t Sfgnr A AaETl dMid § AT dds &8, e feg gg3dt &dt »Geh A3s T 3% IS daft
398 dor! 3 ug fem w ydu e musr adt giet gndidt 3t 9 ug feg Idt € J At I w3
H&T €983 JT J9d gdfamt & ude 3 §gd J|
HeW III : qard YeaT (Paper Money)
T3 HEdT & HSH & JOM HEdT @H3 J7 ¥§ 3Tl Wedr @H3 € QU feg & I I Jaml HeEdr
T gu feg fem met B3 I faGfa fer a& 3t Tz ydleht Aidht ga1 At wegr = fHT qu
feg yuar adt a9e Hat fen 3 geaar ur I fen § =93 9 fgwrer Hiwr 1 Hedr € HE wHl
fer aga < uGe g fg8fa for enrar |y It nrerfeafiv & Hae I AaEM Js|
Hegr feq ga@et AHHa IaH 1 w9 <t far feq @Az § HeEdr € gu feg @dfzmrm we a1 u?
3t Bq e T 0% uBe HI I9 e g5l Fist 9 BT er3 ovrar THIMT @rgnft & udlehir w3
fgnir A7 Haer J, BT © fem Qua ferem gfen Ifder Ji
Il IIHT mue BaT@ 2@eied HftmiH J9d ferf3z yuar feg foniet #iet 31 fen & w58
faz @t foafonr w3 weg i3 77 "aer J1 fea foufgs a9m Qua fimmer A &t fAear <t guet
&5 & 3 It M3 8t 3 Bt Jan § waHteny w maer J1 fagfa »my vefega fem § v oot
Aadl, fer ®et Hedr HHZ afddt 3 »3 fer 39 o% feg »iggd @AZ g At I wedr ©F HWz
yg3t 3dd dt wrufea gt e He der J1 feg Idrt gdid fan AIadt ardet »=3 Ao, giel €
fonae 3, @n3t & ydle »3 29 Aadt J1 A Aude § feg mee & 33 &dt fg @gf & It =
g giet 3 A AT
"W IV : €9 YEI' (Bank Money)
niflg feg 9 JIHT € ¥ig-AGT 99 Hedr <t ferf3z gu feg yg®3 J qret I w9 3T ISt
H3dT feg BT ¥ ¥9 Hed' € gu feg & der J1 Jangrdn &t Ieural fHat ot g gifsmi
feg g8t diEht 51 Astas »3 J9 fagt &t wefeslt g7t afdt ot At 31 feg 3a fa ey
& W9 Ydd THI I¥ &det gad Jf gdiet I gt A9 qdEd g9yt Qug g ar gidt Jer
J1 uydz o7 feg 9% e dueudr J fa 99 »uE »y €9 Wedr adf Is, dq feg frost wyt ot
g 29 3 99 A9t 3 "7e Io, WAS feg 89 It Wear I, o fa I4i

Hedr € feam § ¥de € U feg fen 397 wanfeon™ w Aaer JI

Ao -1 year @ feameht wewt
]

at, us »rfe) st wife) w3 i3t i oifod)
| | | |

yd3s YEHifsdt s€8e W9T 3REE®SE Wl

IO TH3H d'did HEdT dJTdd HdT dTdid H<dT
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yeor €t famt (Kinds of Money)
Hedr & ' 3 gme feg IEt gut feg ygs3 gdt I vear € feamw w fef3am fen df® @
g I fa ya3s mH feg @r3t (e fa 4w, gdt €e »ife) & Wegr € 39 3 9f3nm Afer H
feg »A® HEdT (Actual Money or Money Proper) »3 fogrg fa3mgt H=adT (Money of
Account) feg €dd wgr@e € wgm3 HHI daw nigAd forg fazmst Wegdr v Agy Higg gfder
J A f& »AS HEd MyE gu »3 ¥e3d gesdl Jidel J1 Pegdes € 39 3 993 feg wg 3
&t forgfazrdt year <t feadt gfimm I A< fa wAS 393t gue @ wifed, 99 W3 U3 <f 939
feg agt Igetdnt gt g51 wH 39 3 wAS Hedr w3 forg-fazrdt vear feg g9a adt Jer
yg et wiHTgE Afant 3 e g9 Iel HI3eyds = I Haer J1 fae fa wanast few B3l (g
fere Wu) 3 gmE g9t HEd™ RElRt AW 9° MRS HEd” Had Hf ug fore-fazrdt Hedr € 39 3
38d Yyds3 Hil feH € 6 H9x € HE ¥ BAr39 fader o 7¢ fa 3780 ¥ °& Afgg Hi
WHE HEdT TA3 Hed' # Yf3féu Hear &t I mael J1 @Az Hed § yd HE T8t Hedr (Full
Bodied Money) # HSd5 Hed' <t fagr #er J1 feH € SHZ A WHS H& w3 wifaz # adat
H® feg Jet gaa adt derl »HS Hear figst Hesas & J2, yIifdu (Representative) dd&Qet
J1 faGfa fen & wadt & wHr @9 wedr I fam ©r feg yf3feuze aoet J1 9w IdHt M3 ARST
g3 ¢ fHa fen & feq @egde JIa1 I9m IoHt A RS A Ot few wEse war & J2 3T ORg
Ay Hegr (Fiat Money) fagr #fer d w3 AIad @8 ferd! U330 I3t #et J1 oo 39 3 yf3fsu
Hedr € Js f8d gy J Hae I3
1. ys Wmmm(Representative Full-Bodied Money)
fer famy & Wear w wiyer JEt @H3 U &df derl feg Hedr ydss few ug € uH WiEdr AR
T TAZ HE HEd € N € ¥d9d der J, w yf3feuze ggel J1 yd Ws @@t yEifsu Hear »y
33 3 99w o gt It I »3 det & fonadt fm 9% feg Weor It I O s9H9 yI HE® @t
HEdT (RS #f gt € HA) A AoT w3 gidt IS 99 e J1 HE 1933 3 Ulagsh mindlar feg ydss
H3 © Hadlfede (Gold Certificate) fen Wear & fea Gegde g51 ferm yEHifsy wear € et afee
I ¢ () for o8 yI " @& fHfamt 3 e @& ¥sEl © uad 3 gfgn 7 Ader JI (i) ©STEr
AN a3t U3t § I @8 saAs 3 ggies W Aaer J1 (iii) feRé »Aet % feqd @ 3 At &t
fgafenT A7 AaeT J
2. mm HEJT (Representative Token Money)
yf3fe 295 Hedr Y@l feg Hedr I833 § Hed™ »fudrdh’ 98 gd™gd i © fHa #F Aar
B € wifgad der J1 feg famen ud He @ ySifey wedr o8 figer w8 J1 ud3 fadde
feg 98 w7 @& AS A7 Ul € U8 for &% ue Jder I
yd H® =@ yEifey Hear e »izdd »3 ifas H® §9™d I 99d fer § ©F »3 feedn feg Has
&3t #tet 31 fedt ags I fa Bt w 296 Hed' &8 yd HE @@l yIifeu wear &g fammer
femem der J1
AY Yedr (Fiat Money)
e fa fom @ a0 3 &t miAe 3 fa &g Hed™ vy 3 wga3 det 3 w3 feg Ay maad <t Jet
J1 fer T v ¥e< Jo fou woaad I8

1. feH Hegr ¥ @Az U O3 7 f33s &dt Je

2 feg far @Az farer & fer € »ifa3 ¥& € g99d J<, feg geseud adf J|
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3.fern € ydte wast & AS A 9El (A fev feo ufost sesedar HY) € g9=g adt dfunr

7T AdE
o 33 3 HY Hedr @9 a9 ddHt w3 S-gesaudl 899 3¢ FHE Je JI&| »id d& 3T HY Hedr
T Jf guge J fa@fa @n & Hedr Yot § e & wier Beded e fii3r 3 fa wedr € yast
g3’ Ef 3T H3Irgd WEAHS ISt 71 Hael J
Ay Hegr & feq ISt mifmr feg 3 fa fem yergt feg wegr welst © 39 gfenr ofder J1 fea
oH & T4 ©F € A HEd &% YyAUd HEg Je J9d feoHt fefson =adf feg ufgedss »rger I
fAR € E8HU 39 IHedt =ug few €39 v3mr mBe Ifde Is|
Tgal e wignd Yeor €t famit (Kinds of Money according to its Legal Status)
IT MIG-HHIIMT & HedT HEUt »H HfgH3t € »murg 3 fer § Idat Hedr »i3 fegd Hedr
(Legal Money and Optional Money) € 39 3 Hel¥y d137 31 féga Hedr Qg I famd
FIEFE A YRS AT FYEE Ji3T AT e d AR fa g9 979, 3dee »ifel adst wedr fagfa
AIdd € AY 3 »ugz J, ferm et fen § »yEs adt di3r A Aaerl feg & € famn € I
Fadt J
1. AW agat Yeer (Limited Legal Tender Money)

fer Hegr § fea fonfez gan 39 o ads & Alowst yuz J1 few wedr § fea fonfgs gam
3 <u &t wretfedft Bt vy 3T 7 Haer 31 993 feg feg den w39 3 8¢ fHiaer g It
JaH & wEedlt @ Zarel et I
2. WHHS a§st Yyeer (Unlimited Legal Tender Money)

fer yorgt € 3z fdat & &5t gar © FI=e Hedr Idt di3T A Hder JI PEade @ -
H gue ¥ aciyedr @ famit ¢ fea Aget gdt & warfenr a7 mAaeT JI

I [ [
fefsgma lew forrg fazmg & wear a@ﬁealﬁnm
usi, gEt-de, arjm fe“sal)jw

yd HE T HeEdr WW

W e w2 e

ySifeu year Hedr Hedr
Hedr @ IO (Functions of Money)
LMY 9739 (Main or Primary Functions)




WH.E. (»dg HH3d) AHHST ST 6 MRS :  (HeT w3 dfdan)

2HT g7dd (Secondary Functions)
3m¥3 I9d (Contingent Functions)
1. ¥Y¥ @A (Main or Primary Functions)
fegt & »HS agd & fagr #iwr I y® u feg feg € I5 -
(@) weted e Wit (Medium of Exchange)
mgfex Teedr Yyer@t feg A @RsT w3 Aerel @t d3t § wedr © gu feg ydretest Hier
I w3 fegt & ydle W3 20 ©I6 HEdT T © HmH S dH Jdel J1 »id Ydr feg HeEadr
3 gdld TH3-ECEd ¥d HeE' HHA® It &dt usfq wHge < Ji
(») d® ur WuEdF (Measure of Value)
HEd' & g4 HY drgd TR 3 ATl € U8 & ydie J9& Jd€r J1 Y. 96dH (Prof. Benham)
T gAY, A 3 HEd' & HS € HUES @ d9d HY 137 J §¢ 3 widfad fore-fa3e duer mur
J famm fan 3913 @ Saret Hieat feg, 3w Hlea' feg w3 99 a8t feg Wil wier 3, @R
39t &% AT M3 AR T HE Hedr it OWé endr Wil wier 31 few 3 feg AuRe der
3 fa yegr 3 gdid ge It HUES HIe &dtl
2. Wa F@7 (Secondary Functions)
feg €T d9d I5 g3 Hedr BEt IR WdId & Ud widfaa feam © Bt fegt & w33 < Tt
J1 feg feHsfeyz wan 6 -
(e') yout werfesft u Apng (Standard of Deferred Payment)
Az Y@l feg Qud Bz Af d T g3t ¥iast Hel Hedr € niede few Qua et
et @3t & Tt St fRgg @rst feg It I maEt H HeEdr € wans S fegt Ardht Arfmret
T J% I9 €37 JI g HeEdr § WasE wieedvt & fimig @ @9f3mm A maEr J
(w) ydle waSt e A2T (Store of Purchasing Power)
THZCTET YTrFt feg HU3 fHde @r3t w3 Aeel € gu few dt Hee Ht w3 fraodhii =3t amew
It As, G ©F ¥93 3t AT It adt HII Hegr & I & feg mifimr I3 33 &3 J1 feg 39
»afgg 3dd BET W TS Hoffae & 83 I, €9 & wegr wwrar ydt it mEt I
(®) Hﬁﬂﬁﬁﬁﬂ?'@'(Means of Transferring Purchasing Power)
HIY HG3T YU3 HEd' & ydle Hast § g fea fenast 3 e € J8 e 3uei® Jde Hee
g fozr I 68 fou <t g gedl < HoT I mdt I g€ wedr € Wiy 9t @Rzt £ gf 3 gt
T HIEMT 96 w3 gl 8 3 ydlet A AaeEt 95 w3 feg A3 99 HeEdT © Hiitmd Idt € AgE
J Hfemr I
3. W83 TIH (Contingent Functions)
Y. fas& (Prof. Kinley) 3 fegt »a3 dradt Qud det g3 fehtmm 31 feg €9 aad g5 fra3
I Hed' BEl f636E wgdt &dt ug »iafad Yfgmr Set 83 JF HI3eUds I fegt few g Jo f&d I

() €Que e AF (Basis of Credit)

waad AR feg 3 Qug fa2 fa 99, IFmt 39ecr wife gt S o< féer =u famrr 3 fa fem
3 gdld Hifew wrafed AIdaHt Hae It adt, Gug © {3 wed 3 »3 fem 3 gdid Gud gt
g BT < AgT adl|
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() ewedt »mes © ¥F (Distribution of National Income)
G3ues @ fefds AUST @ AfoWar &% IHSIT WHEs U 3T Adt 3 M3 Idd AUs oF
fIrm Hegr gut IS evar fsdurd3 JasT Ru®T J famrm J
(® oesr whitz gz w2 wWhits §sufedasT § mis d9s faw AofesT aaet 3
(Money helps to equalise Marginal Utilities and Marginal Productivities)
g3 Quadtt & u 3 g AzHST YUz J96 & 9Fer def I »3 feg 3 I Hee I mewr I W G9
»UE ¥ydgg § feH ¥aT 8 UdeHU I9 f3 I99 @A3 ¥ HHIZ JIe ¥9ed J Al ¥y 9dsT HeEdr
ourgr It Hee J maer J fagfa 3net § enst It Izt enar dt wanenr mer J
fer 3g° dt I3 G3uEd T We I Ue BUR® I U 3 U GUES d96 T T I JI fen de
S3ufeaz™ gagd J A=l §3ufeazsT @ Hu @ Wedr ©vrar It Hee I Afanm I
(w) waWﬁUW(Increase in Productivity of Capital)
Yt & 993 AI Ut fed Hegr HI 3 U 3983 T A3 I, 3 fem & fan & 233 fem fouiter
7 oRIeT I feR 3 I= I fg Uit § W @33 @t g 3 3uEis d9d feng 209 G3ued gerens
AT HIET JI
Sudas 3 muRe I f§ wigfea wigg-feemge € Aoee feg Hedr © feg wifow 9 31 AW <
wWigfg 3ddl @ % IH HedT ¥ d98 < for 31 Aey feg wiAt afg mae of fa yedr © 99
g I& - (1) ST T H™ (2) HS T WU €3 (3) U3 miethedlt T »ug »3 (4) ydte-
HI3t € AEdI QUIa3s AY 99 fed v 3 {5999 g5 HeEdr § ferm ®Et AT di3r A I falfa
g feg =eted & Wit I 88 feg W<t »efedlt € »wog & 31 fen 397 ot Wear § forme-
fagrg &t fearet 7 H& € Wy €3 @ fem § yuar di3r wer J fafa fem feg @eed € Wity
o "a3t I
HEdT € don Hudl HiEadt IHS 996 3§, I HEdT Hudl I WIERS Uderel "1d ufder we
yeor Hddt dv gaswt -
yeor € fsslyar (Neutrality of Money)
Hegr € feqiuzr e wigg J fa wigg-feenar feg Wegr v yge fedly J1 dAdd Hed' feauy I
3T Hegdr € W39 feg @UT 9T &% HEdd diH3T (Money Prices) @0 #AEdil udg HEU3
dH3T (Relative Prices) 3 form & €9 &df g€3edll Uféds © mgAd, Hedr © fsquuzsr G
U3 H3®s form €9 3 det yge &t uRar feg €< J=ar #€ fa Wed gaH (Money Illusion)
St J=AT 998 M3 B WEHd Hed' of feduust e wigg I fg vear & wisar < 3u<tst femmw
=9, §3ues, Aust »3 J9 997 (variables) 3 yg=e adt uget
Je it Yy feg wiogg-feenar 3 Hedr € yIe fsaly der J1 HedT € gudrd »HEs »3 §3ues
¢ foaurdz 995 feg dEt 9% (role) &dt derl wal feg 37 fagst (labour), Ydl, 33ata, Ieast
AUS w3 BdT € 993 996 ©f »es &8 fedud3 dY JIa| d@THAT yHu feg HeEdr € WY Jad
J Teied © Wi @ X I3&TI
Joris ydgg feg vedr © Afeshit feg fealy Ifdet J1 ufot At yds dmarg & 3 7 fa Hear
feg e JT &% MH3 Uugd feg wioufsa @or der 31 ud fer Uug 3 @3uws & H3ar  nAfbg




WH.E. (»dg HH3d) AHHST ST 8 MRS :  (HeT w3 dfdan)

gidet I1 et AfgSt 39837 €€ (liquidity trap) € J1 # nigg-feerar 39837 é¢ & AlEst feg
J I Hedr <t W3dT feg @ dT % <f fowd <t w9 adt weafh fer I9d foem w3 wives =9dr
WA 997 3 JdEl yge &df uyarl fen 397 & AfgSt feg Hear & fegty fagr Aar

gdI3HG, ¥d6d M3 HA&d (Matzler) 2341 »idg-RH3dMi & & o i3 I fa @3 A (Short-run)
feg Hedr fsaty &dt Jet udg edtans v feg fegd I fa B8 AH feg & J maer J fa Hear
feaqy &1 J2|

Uféas w3 JI& § & 9% HI3T AT assumptions &3 g& # fa yedr & fequuzr § mauz
JaE I5| feg I& Haedt »3 JH3T feg BYHI®3, money illusion € &7 J&, Hed' € ydst
feg 3uEtat mies € €3 § & g€8 m3 HEd feg 4 gwag Yfane (open market
operations) & Jd2Tl fen 3 feger gt § Har »3 yat € At 3 weadt ISt grdtet )
HEJIT FIH (Money Illusion)

Aer I §E0ds @ He B fa 308 Hedd »MEs (money income) M3 & It G At eH3F
dF dH3t TSt fa 3dT udle Aae J, Saeht J At g5 de ot @rg 3t ulost udle mae
o, g @ ydle mae J, oSt ergelt 3HT ufost odt HE udle Aae, de & adt udle mae (fatfa
& THae 303t »ies, AAT A3t It izt & Tarent I IiEt gs) 1 fer Bt 3ot @nst & udle
feg ufgedss adt Wi oidleTl ug #9d g 3t AMST J f3 Hedd wiHes <ue &% 3HT »ifid d
IE J, w3 wgdt =3t & @ fesm=Rst (luxuries) ¥dted J, 37 feo faor w=ar fa 39¢ Hed' gaH
JI f&g o0 fem I9a I fa 3H fog adt AHZ U® 3 »iHes @ o&e® diH3T & <tdnt g8, for I3
3731 mA® »HEs 3t Gt I, = 3Tt ydte Hast =t &t I

ﬂﬂw Hear W3 ¥gdl YEST (Inside Money and Outside Money)

viedal »3 "gdt Hed' feg »i3d fer mug 3 di3T wier I fa wiggfeenar § féHt 939 € qu few
Sft;mfT H12 W3 HIId § mag-feera’ 3 ¥79d (extraneous/foreign) Hiemt 72|

viggat vedr & ufggmr fer 3g° i3t At I ¢ oo & U39 few o+ foz € »og 3 G3ds dist
7l 3 : "Inside money is defined as money based on the debt of endogenous
economic units" A< g9 Gug It Ay-gH € fAgdeT II€ I& 3' fgg FaH secondary
deposits € U feg € I8 TUR »r A<t I A IHT w3 Gug &2 It fEH 839 9% I Ia
fen g3d gaf & myi-grHt f&Ht 939 & et w3 Jeedt g2 § wIH e I wiegal Hedr ud
A € f5d% Hu3 (net wealth) feg d€t @ &dt Fa<t

gadt Hegr &t 8939 3 gg9 det J1 fen & fen 39T ufggmz &3 Awr I "Money based on
the debt of a unit (the government) exogenous to the economic system"| fer ddd
I5| feg Agag & deudt w3 f&Ht 939 & Beed! (claim as a creditor) Hal #fEl JI gradt
Hegr feg @0 € W3sY J fa ydt nigg-feenar & wust feg =ar der Ji

TIZ M3 W S wiedal m3 gdt Hed € W39 § & q T I fq 339 Hedr € ydst feg vt
viggal w3 ggdt HEdr ¥ § B¢ I 3T HEdr fsdiy adt ISl dag Hedr & yIst feg »iegat
3 ggdt Hegr g2t § oo w2 3T feH v W38y I fa Hedr € W=39T feg 3gElEt dT o &
JeB M diH3 Udd (General Price Level) feg 3g<ial waalt, Aal Adu3 dH3T (Relative
Price) 3 feR ¥ yge u9r| #dd fAge wiedsl Wear § fenr me 31 Beedl & Audt feg =ar
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JT © H38Y J, deedl © Hudt few wrer deT w3 fer 397 9% yIe ufo® T dt gdari o

I3 THag gadt Hegr & fenr #@ 3 fer few 3uElE € o8 »H dHW3 Uug feg AHs 39eist

JeIft M3 I3t T wiguz Gat IIImI WEer © fegtuz fed & mguz J99ft qaS-H € wgHd

o< Ygd © Hed ¥ A% &8 feg fsaiusr &dt 9d9ftl "If prices change to restore the value

of outside money (when its quantity changes) to the original level, then the value of

inside money changes in the process. This will change the asset preference of

people in some parts of the economy."

year ¥ WJII3T (Significance of Money)

»gfsd @ar feg Hedr @ @ 993 It HI32Yds HE's JI »IE-HHIT © Id fed 937 MeBusar

83uTEs, TciedT M3 Adadt &3 »ife feg yegr & 3dt 9% J1 HoRs & afa ot fagr I wear

7 gor I far © o® AT wiadfaa fefamis wver 31 feg Ifge feg Tt wifzagst adt fa year

HousT & Hg 3 €5t I I Wedr ©f I 3 ufdgt THg Iciedr yErEl feg wEht Ot wiast wel

Icied BT B3T € €I FAddr ©F B3 Ut Al wEds SRt © Teiwd © JE I &dt Hil wHt

HEdT € HJ3T § Udlee wigg-feerar € Heds fe¥ 2des Id Hae Il

(1) Yvwet viow-fewrer f49 YEeT (Money in a Capitalist Economy)
yrteret nige-feerer feg HI wafad SR® dH3 Y@t gt de Is| W3t E ydreer Hedr

wnrar I der J1 Is fsu gafset 3 Ydterd! wrafgasr few wedr & wa33T w fams Jder J

®) w3 3 ufagst g Hegr Teied feg It Baf § ydeledr w3 feadfam feg g3t I GF
IchedT yer@l @Az ©f Har § ydst o® A=sel I Har w3 yast enidr vz feguraz det
J gt fa =eiegr W& e YEia I dtHz & Hedr @it feareht enfigr egnTfent wer J1
TE W3 ALl JH3T endT G3UEs & BF w3 I T nigHs Barfent der J AR €
TBHGU §3uTEs T SR JEr J1 1% o »rafaa gr@er ge HeEdr €t Wiz € wumt
3IBST ©ar Jf g9 fga §@3ues HIe der JI

(m) Gud WSt (Credit Market) = wud & Hedr J1 eAz-<eed Yergl feg @Ast & f&r Ha3
3 Bug fd3r #er I f9 93 AN amie for & eudt S erst enrgr Ot 9t feg fadt mfest
feg 3t fefds ezt mEt fefds Qua Haht & Jer wadt I1 ug HEd™ & »ard & AaT
e &t ses iz 31 Gug Vst feg =n3t & g Wed & & =t I w3 fea ot st few
fed fadt Aer wet fed fadt dH3 feguaz a9 &3t 31 g 3t Iafmt § < Hedr © QU
feg ygre i3 Afer I w3 Quanar €3t & I3 & fenrw © gu few womBe fHIg Hedr
ngg-feerar feg It Age J mAfanm I

(®) Guddimt »3 G3uedl § mud A339 SAY B feg & Hedr Hewdrd AE3 It J1 Qudaint
g HH3 udle ma3t § feasud @93 (alternative uses) e fom@e Bt Hear = feq
wfod 9% J1 7 Hedr & I & It ddt 37 g €3ues <t Qusaitw feg €5 ImHedt
fArer gt fea fore3 wiouz feg dt It w3 fem 37 Qudafni &t B339 e <t uder &
3A udeetl fen 3¢ of G3uea’ € Wadr €9nad U3t fa §3ues o, fag w3 fag Jde <
yser & vegr it yIes enrar dt Hee Jet I

(A) fea gEs w3 9% Qug M3t feg foen d3d Udl 2R3’ ydlee Bt A mHEs © HIEgs83s
»uE QuITr § =uBT BEr Qud BY Is ud IEl @t Gug WSt =gws & @ mau & fig
J Haet d1 Hedr € U3 HOfd € EBHIU I Har feg ot ue G3ues w3 Sgmard! &
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J9s g€ Aael Jd A &% Ig Har € dud Jd9 & 391 maer I feo & Ase I fa ue
3 e fow €9 € JdT € gege < feo fadn § g3 o € HA w3 HeEd »ifess (idle)
J A< w3 fen I9d U Haflae =& fHe dt fease| snz<ced yzdg ©t feg y& uasr
fa “gdd ydst »yet Har der goet 37 & Hed' ¥ fegHe w3 u3h, Haflde 3 fedes &
foggs ot 9w 37 JI
@ HEdr &% Hedr Helst w3 »relst (Inflatation and Deflation) & a3t J€t 31 Hear
T H® »3 d3T feg §Ber H¥w J1 (There is an inverse relationship between
value of money and prices) # dH3T U A 3' HEIT HS U der JI Hed" § §
g w9 < feaet geet duT BEt fen € Tcwar He § fea@ Juer w3 wgdt I
(2) el w9y fewmar feg Yeear (Money in a Socialist Economy)
I Al Bual ©r feg fegg H fa a Jedt vdsdu mHmet wiafgasr et Hegr =
Jet 3T adTI Gt € fegd nigrg fed fdt »iafgasr vear 3 9dld AE®3T Yded dH JJ Hae!
3, fabfa for &t Uaer, ded® "3 IS Ao =8 U’ IHEST ©dar it At 1 ud AN ¥ %
feg iz fasgs AURe J 9t fa Wedr 3 gdid AMHETEl Widfa3el ¥ HI'®s HIe &df M3 Hedr
fegt o feg Udlet wog-feemar @& aan fegQet 3, R fa 39 =g <t feaet € 39 3, @<=l
T HfH @ w3 HS HUEs @+, »ifal
ﬁ@ma@wﬁwaﬂ?wmﬁlwéﬁamwm@q@maﬂ?ww
I M3 3T T yEeRT Hed © QU feg If der 91 ferm 3 mume J wer I fa ARl nigg-eeHar
feg wegr & fea yw gfiar J1 Agar AEME AIAd & wiueht Ud AST udsel § Hes §IT8T
et wafid dIEaT (Economic Calculations) 3 It fsdgd oY, faAer »mug vegr & feareht
It Ae1 fed 39 fa ydudt IRs3T € Hde M3 dads BEt Aust § fhae et M3 gHedt mi3
fonmadtae nies © €3 wEt Izt 3 It fegga di3r AT 91 e € 39 3 ot Ifg mee of fa
AUl @R @t wiafaa fafgnret feg Wedr U YyedgHd € 39 3 IH daet J|

32 ygsuwr yrsat w3 wifew BEt yHe us 3 6 3" mie 3 W TS



W2, (Wew WH39) Mines T yger -ECO-304-305 (wuws i)
et W Sfefan)

s 3 : 1.2 BYq - ¥. walar fols

year u IuiiEt waer fhats (fewe w13 4fyw)
(Classical Quantity Theory of Money)
(Fisher and Cambridge)

gihar (Introduction) : year ur s
»Jg HH3J feg & © g fan @Az ©f eceg-dMz 3 fenr wier 31 fer v W3y feg dfenr
fa fan =z <t fearet € 9e8 wHt fdat Tt @n3 & Aae Jf feR 3 Hedr € 08 3 I Hed'
& ydte mast 3 J1 vedr & feq feaet 3+ gz & ydifen 7 Aaer J G9 HEd™ © H® §
TIAEET J, ud Hed' € HE § fan feq @rz € yHar feg fsgurdz odt &3 & HaeTl Wegdr ©
H® & fem & »y udle Ha3t (General purchasing power) 3 €grATen dfer J| JgdCHS
(Robertson) € MaAd HEd € WS 3 AFT I Ggf AdMt Azt & Wzar 3 3 o vear = fea
fearet 3 ydifemt 7 AaEt I5 (By the value of money we mean the amount of things
in general which will be given in exchange for a unit of money)!|
TAJ UH far @Az & dH3 3 I J fq @z < Ko feae! udiee et Hegr €t fdahit feargmt
& 83 J1 fen 33 fan @Az & I3 Hegr € Hegs &9 o3t Afet 3 »i3 Hedr & W& G 3
ydte wrE @t @Rst € yHar feg fd3r " JI
Hedr @ §¥ © f5909@ (Determination of the Value of Money)

®) @rg A3 (Commodity Theory)

() H3dT U3 (Quantity Theory)

(®) »Hes HU3 (Income Theory)
Hed € H® e @Az o3 He 3 uaer J1 fem U3 © »igHd Hedr €8 ¥ BH @A3 € Uy 3
{5333 ader J A € HeEd g It I (Value of money depends upon the commodity of
which money is made)!l uyg fer fAu3z § wufea Iamt Hed™ 3 & 996" »iar JI feH J9d
feg U3 ge HJ3Yde &dt Hfenm wier|
HEgT € H® & W39 i3 A8 3 Hd3_yds J1 fen fruiz & »it femad ygea ugan
yeor ur Higer fuizd (Quantity Theory of Money)
feg fAuz @ weHE3™ A&l Ael © feq fe3&et (Italian) Buad 32wt (Devanzatti) Hfewm
aer 31 fen a3 € foufimr dgs AfssH (Gerard Malynes) w3 Jdadt dfgsrs = fouzt
feg & uel & Aaet 31 ud fem o3 & yfFdt &3 (Locke) deaids (Cantillon) w3 3fes
IJgH it feazst 3 gl fem o3 v ye®3 gu feaféar fema (Irving Fisher) & muat guar
The Purchasing Power of Money (1916) &9 f&311 fem fau3 v feq J9 gu Ifge mfade
(Cambridge Equation) #f &g gafenr (Cash Balance) yA3< J1 ferg © qu3d § 32
¥e YA3e (Transactions Approach) =t fagr #ter Ji

11
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fems ur Ul (Fisher's Transaction Approach)
fen U’z wigAS M3t T Wy Uud Wy gu feg € feg Hedr & 9% W3dT 3 fedgd daer J|
7 A3 3 ATl ©f 98 H39T feg JEt ufged3s &7 d° udg HEdT ©f HZdT wdiel J "e 3T
dH3 Uggd = g9 d "edr M3 W HEdT © I8 W39 »iut d dAel 3 3T W3 dug & wfur J
Aegrl fen ygrg €dt feg fHur Heg Ji
Hedr © U5 feg ufgedss vear < Hzar feg ufgedsst 3 fodsa ager J1 Hedr ©f i fan J9
TAZ € HS T HEdr & Har w3 yast ewrdr fegudzs der J1 veEdr & Har feae set mehft
TA3T ©f W3dT 3 fogsg Iat I 7 fan feRAw X © S9 G3uws o wsgr feu ufgedss odt
J2ar 37 fede BTt WE AHs ot HizdT & 83t ga9ftl year & Har Afgg dfoe I9s HEd T U
Hedr € yast (wdaz H=dT) emiar fsguas Ji3r dear| Hedr & H=3dT § €T 996 T8 dH3
Uug & gaeT I Aedr w3 HEdT ©F HE e d wigr 3fg wedar

Hedr € H39T fAu3 € wmud quizg feg fema fead »H fad Gegde & de Ji

J99 B T o Yfger feg fea ydteed 3 fea feadsr der J1 feadsr W& 2wer J 3
ydlved @7 € 9€& &de FO36 oder J1 fen 999 A3’ ydlee BTt ydg diFt 9t year <t
H3dT, SR3T € W& ¥ "§dd Jdet udiet I fer 397 wdteer 3 2w fed yfgnrm € © Wy I&|
ANl wigg-feerar Bt & BT errar udleh greh @R3T ' UE feadfant § Hee =@t wear
< gdrgd der JI
TET HEJT ©ATTT ydleh e Aid @RST ' U8 Hed' € H3dT g et @79 Wedr § @St
ydtee Bet 23fzmrm famr, € gargd Hfenm 77 Aaer J1 ferd & Hedr & W3 § M &% »3 GH
o ufggss It (Velocity) § V & gaaten J1 fer 3g¢ MV wedr & Har & woneet J1 fer
3g7 f@dd3r € W & PT ©vidr TIHTenT o Aaer J g fg P Adt dW3f & 73 (7 dH3 HE9)
I »3 T nigg-feener feg I8 AQ B € § woAger J1 fem et PT feadfzmt enmar yuz dist
Hegdr #f G @8 g IiEt eR3t w3 Aeet € H® JI
feng wigig MV = PT | feg migde gda feedfz nige-feemar (Closed Economy) 3 31 Jet
JI A9 M 3 HET g= 9% Hed' J, 3 fen & ufggmr § fenf3z sger #adt 3 fagfa eHst udlee
el Qug & 233 & i3t wEt J1 ferm 99d few fHu'z § Qud & HW=3ar w3 fen © ufgess a1t
HHE Jd6 BEr fen 3gt fenfyz dism famr

MV + M'V! = PT

a M! 9df gdgT JeTel 7 Ade T g4 feg myf dadt € g8 W=dT I »3 V! fer gad ®t
yfgess I3t I ug mH 293 feg MV = PT mlage & ot 233 dI=t At § w3 M & ot sae
Hed™ »3 Gug year e 43 Hfowr #er 3
ferg € wigAd HUGE At € €96 V »3 T A Ifde g1 g 33 T & yms J, femg fem
¥d & ®9 AN »3 83 X (Transactions in the Long Run and Short Run) €9 @57 J1 &8
AN 89 Udlet wigg-feener € H3®s Yds dWdd € Uud 3 Jer J1 Wad 83 AH BT YIS Iuarg
o Afet st afdet, 3F ggmerdt agd Haedt € w9 ue At 3 (faGfa a IW Ids mET we
Hagdl 3 & f3nrg I AT I6)1 Ue Hagdt 99d IH IIs Tt BE Har 2u Al I w3 Wiz feg
yds duard €t HigSt »m wEt I
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IT 79 Yds dmarg o At I, 3t few v v3my feg dfewr fa G3ues Su 3 <u J faor I o3
fer 3 <u &dt J maerl feH © &% dt nwige-feena feg Awf € fsuH (Say's Law) & Jd& d9e
Bz fEa "W 3 °8 <t &t 7 Haer (A € fou wigAg “ydst »must Har wiy It oW S99
3t J) fem 93d H& AN feg T »H 39 3 Afgg It Hiemm w7 Aaer 31 »rdfaa feam & s75-5%
ot T J85&t <uer J|
PE3 T ¥ yg= Tue e #dd M w3 V § Afag Hiemm 72, 3
p_MV
T
fem war few T © <ue & P &9 fo@ee wmaf|
Hag fAge V wfgg I, g<

MV

T

3T dad M w3 T B3 ©d o% 2ue gs 37 P @9 It 3udtet adf d<9ft| femd wigAd »isy AR
" (short run) feg wog-feerar few wHz®s & AE3t I Aaet J1 fem AR feg Hegr & yast
feg 3g<t®t dW3 Uugd »3 T def § ygfes I3 Adel J1 Gedgde Bt #ad V & Afgg Hienr
A2, 3t Ae M feg fygee »eet 3, PT 39 fagee »get J1 feg yfger fem yarg Jet Ji
M € weE &% 4d9 weedl, fan o8 T wearl T € wee &8 It § on 3 dfen d7e
I w3 Fdudrd! UM dguardl due S Hugd! € €9 wedl w3 feg €9 ues € % diH3t
& e I wedini| fegt €2t € Wee &% €d 3 Yds Jgudrd ©f At sor® J wedf

fer g7 Isifa B8 AN feg HeEdr yadt wee & diW3 Uug uewr J, »eua® feg fem e yge
ggaardt »3 Wt € I

ferg € »igrg V & & g Hfowr Ater 31 GH © wigAd V g3 3I3F 3 foggd agwr I A fa few
ESRUS

(8) Bat &t ezt () Tud feg IIR=® I et fedhrt (v) Ao-wftmm & Hw3sT »3 (F)
iemet v 291 feg A9 33 863 AH feu 3T Afg If Ifde gs w3 €93 I8t I I sEse 95|
fer g3a vV & wfgg sfder J1 feng feg viser I fa 63 m feg 33 33 e fa feum & =3 V
¢ YIe3 JI¢ I6, Ud GBS BH AH € I3 § HI33 3t w3 fem 99d @R 3 V & Afig Hiowm
H9d Vw3 T & Afgg Hienr w@ 37 fer v W3y feg dfenr fa M feg 3g<iet dH3 Uug feg
Hat 3getst fomet 31

ferm 3gT M feg 39€i@t V »i3 T § yge3 & d9d fAge P § yge3 Jael J, fen & murcldde
fewa fen 3q7 fder J fa feq AR few Wedr & WzT § Tarer w9 oz #<| fem uF feg &
IF »uel sa€ B3 I TIR! HEdT € H=IT J weditl 9 dfFH d9adr fa fen @y sdw gH §
ygy dg fd3r 721 ug fen Bet wgdl I fa feqdsr vedr sEt @n3t 2o § f3ma Jde1 ug fagfa
IIF fenast 9% BI 3 U Gae Hed' J, fen wEt JEt & e Bet @nst @9 § g odt 9=
g fer e o3Fr feg d=ar fa @Azt € Har HedT @ QU @ wigus few g Jedft 3 dW3 Uug
e Hedr| Hdt yfger feg Hedr & ufduss 9t Afgd &dt 9daftl fHe-fad 8a miust @U aaw
IH ygge e f3wrg Jea, feg a3t 0 @ WUE AUde Uud 3 o Aedl| @R3t w3 At of

P
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yast v dug < Gt gdum fem I9d HeEd € W39 JuT T YIR de® dH3 Yud 3 u=ar w3
fen feg 3gCiEl (@un) J<aftl fend € wighg dH3 Uud feu feo 3ueisdt 393 &t wmiQel, mdl mat
yfger & A3 de 3 gmie It mi8Et I

WBeeT :

feHg v €3 9 Wegr Uiz @ guizgd fag Aewwar 3, 98 fen few et g g5, fegh =
29 feH ya9 I

ferg gwrar &3t aret Iz Uug € ufggmr feg g9d yag & I3t AHg J&1 fer feg Ja3a
A3 - QUITI TR, dFT W, g v, Aeel, fRfa@faet »ife - & a3 A Jet 1 fegf
At 2R3 €T W3 Hed fRuizee feg fammer HI3eE adt der w3 mH fegg few feg Quuaht &dt
durl USHd ¥58d (Chandler) & I3 Je 39 fem mifr & AHOs &3 31 Add 2udd 82
MV =PT & fem 3g7 faftmr 77 Haer J|

MV =pit; + Doty +Dstg +eveinii +pat,
@mwwwwwﬁmmmmﬁﬁvawplwmm
T (Do, Dayeeereeermenns a, €tc.) 3% o Wi 31

feg quizd w§ feg SR I fa M feg 3ueisl &% vegr © WE feg fan 397 3uist »Get Ji
Hegr &t H3gT feg G 3ottt Wit 3 7 33 ufgst o8 2u 7 uic ydg d9e I&| Ud HEdT
frmmeT Hedr € H® € far & iz & fegt Ao Aigshit & 292 2 e J, ° fa feg quizg
&dt FaeT

fer 3 e audd BT ¥ JUBI WH dH3 Uud ©F df fsgude g J1 Heuz I3t (Relative
Price) fer guizgd enrar &dt &t Afdhf| fanaStas a3t & fsguge H& fRu3 (Theory of
Value) @r3T & Har w3 ydst € Heg few ger J1 wdd Adt dH3t © fen 397 fegude Jer
J 3wy M Uug w2t J% HaT »3 Jd8 Y3t enar fsdude Jer gdler I ug feg qutzg
fern mifir & wegr & Har »3 yast © W B J1 ferm J9d feg Hs 3 w3 g quizg
T geddildae (dichotomy) d AR & ¥dlage Jd&r wgdl J|

P B T JUET feg Hedr € Har < uder ug3 HAfg3 J1 oW € wigHd wed € yudr fhde
FIRBE II5 B J€T I YI A feg Hed w yudr fde gu3s ®et adt Jur mal J9 oWt st
& Jer I

feH QU3 & wigAd HeEd' & ufgess 3=t (V) »3 A9 @udd 8 v (T) Afed Jsl feg Wd3
Adt odtf I emzfea #ies feg V. w3 T, M 3 P 3 ®33d &dF Ia|

V dW3t cue © AN feg 7 34 3% <0 97 =ud © AN feg Suer I w3 I3t fEae w3 e
T ¥96 Weer I fen 3 feger Hedr € Wzar (M) feg 3uEighyt v vV 3 @ yge der J1 T
3 M feg & ufgedss € yge U JI 2udgd d49d7 € »iftis & fHg 99 fi3zr 3 fa It feg
3t G3ues € H=9T {59U93 996 3 HI3[UIS MHI ugEt JI

fer quizg & fora € w9 & @r3f & IB HaT 7 HEdT € H® 3 yFe § & g G di3T JI
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fegt Ardt g2t 3 grege & HedT ¥ H® ¥ UGd B ¥ qUT3d € Hed' s feg g3 I
Wares J
39T fagls wr sae wafewr quises : ¥fgw wilsee
(Cash Balance Approach to the Quantity Theory : Cambridge Equation)
HedT € W39 HU'3 € sae gafen gu § yHu ge@e feg Wan® & »Eremet dist feg otz
dafge € YHu »igg fefamiant 4. Wiams, Uldr, dedcans 3 dod € &l &% REU3 J1 fegl wige-
FHIIMT & Sfmr fa 2ugd B € U39 ©f A3 I &3t 8¢ feg Ht fa @0 wedr & Har Afag
Heer d fem d9d sae-gafent fuis feg wear & Har 3 w9 i3 fomr At fam s9a fem o3
T feg & fimrm
fer gui3g feg vedr & ydst © Hey few of® &df i3t ot wedr &t yast & ufggmr feng enrar
i3t aret ufggmr ot st aretl e 39 vedr € Har e Heu 3, dIfge wigg fefamatr & fewg
H fg HEdr € HaT &7 3e8 2udd ¥ d< Adl 3y feg saet & »ost 83t § ydt J96 et &
St et 31 feo few =t A3t At I faGfa Saf & »miws fomes &dt et #F 99 9w < @
3 3% fog ge fHadt J, A< fd FO3s ST 99 dn df 998 UT I&1 fen 3 feser wdy & a9
Sadt MY3 ydfonl BEt <t »uE 98 duet Ut JI fen yad 9% adel dan § € Ir g 2
Aer 31 feg I 3t g & B3 3 TA IO Y feg mBT @it 3T BEh ug fem wEt det
fooy =t I fa fdat sae IH wuE I& Just Idiet 1 g SHST Id WY WS BIT WgHd
IJer JI
IfgT € »iagg-AA3dT Had o6 fa wiggfeerar & 331 & yI' I96 Be Hedr & W39 GH & 9%
U5 AUt (resources) 3 fadgg Iadt J1 ud fg wigg-AA3dt gs-Aust & vy ufggmr fde gs|
HOHS € MEHd I8 Us-HUST AS »HEs (Real Income) 3 HUST (Assets) © »HA® HS (Real
Value) € #3 JI MHES € HEdd HE (Money Value) @A3" & dW3 3 fsdgd dger J, A<
fa Auer ¥ Hedd HE Grel dH3 3 f5d99 Jder JI #ad 9% »HEs © HE & Y &% w3 fere
GF 391 § 7 fa B3 »UE I dueT ¥ de I, k IS TIATER AR 3T BI »UE I Sd€ IHI
kY € ¥39d duedil fer 39T #dd Auer € U8 § A % »3 fere On g1 § A fa 33 398
(Liquid) Jduer 87dT I, k! &% TIHTedT d 3T B MU I8 ad€ IHN k'A € 989
Juedtl fen 337 sae IHt & g% Har kY + k'A J<aft

HIRs < fegar 3 uzr Jor I fa 398 sa<l feg 8¢ 3g<dtat w@dt 3 e fa

®) JHeIT »HEs (Y) © He feg 3geiadt »rget J1

(m) A (Fuen) € vy feg 3udtst miGet 3

(®) k feg 3l or@et 3, »3

(A) k! feg 3gdtat »Et I
Fad nfJE-feenar feg mes feg @r der J 3t sdet Bt Har feg wiguf3a @mr der J1 fer 39t
7ad AHH feg Huer feg @or der 3 37 sadt st Har feg 3ot »r madt 31 foeo @€ der I
7 BT € 39&-5det dF 39037 (Preference) feg 3getat »r At 31 feg 3getadt ko #F k!
Y Uy feg gt enfar =gl Aiet J1 k #f k' € H® feg @ur @n3t »3 fafagadt €3 oi3
ygg § welger J

Ul & sd€ gafen (Cash Balance) € Har & 37 3% mHS Us-HU3t (Real
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Resources) &% Hey dfimr 31 fen do-Aust § BR & fea fimrdt enz sea © qu feg fonr
JI nigg-feemar € g8 mMHEs (Total Real Income) §H AX feg Jet Iea & Uv=g gwWdr
TonTEt et 31 I8 Us Hudt € A 96T sadt € gy feg dfmr Aer I W & k 3% 3 9% Us
Hust § R & wanAfent wer 31 fer 3T »As us-Aust & 89 W3ar o 89 398 gu feg due
I35 kR & waAEl medftl kR & maintain 935 &g adel & HW3aT kRP (W8 P us Hust #
J&d T W J) It

Ulgr € wigAd Hedr ©F Hat, IHed! »ves, ferer G 99T o 349 398 gu feg 9de I8, fen 398
g7 fed 7 G »UE I8 e I8, W ¥ feg Wy IOET Ts w3 99 © sdw fawmgenzuz (Cash
Reserve Ratio), §3 f6d3g3 adet J1 fegf fed mdt 33 99 © SRS 3 5939 Ider J1 sae
w3 g3 AHt I, Bat & 33HTIT w39 3 Afdg I for BE k m3 R I 395 It & Har ©
T WY feduda I&|

J9deAs & 39% JH o Har w3 €0 I ¥ B3 f£F IH enfar IdeT gde I, & WA feg
Heg I 31 feg ST I% Udd B T © fea fJAr k I8, fam Idd 395 It & Har
kT = #A<t JI

Hedr dF Har w3 yast &t ufgemr € 3 gmie »iHt 99 Hae Jf fa feg Hed € 08 &8 a2 Heuz
I51 "ad HEdT & H3aT M »3 fem <t Har B I, 3 @Rzt T dtH3 Uud M/B &% fd3r A<ar
W3 HEdT € HE B/M &% TIATEn AT Aer J|

HIHS, Yl € U39 »gHT Hed' € ydst M w3 Real Balance kR # KO, dH3 Uud P §
fogurgs Jae Ia| fem = wgw I ¢

M M
kR T kO

A9d R At O & & 3 T & yuar di3r A€ 37 Jgders € AHidde p:kﬁ Yz Jder J1
T

fer 3gt M =kPT |

gT, HE U3 EareT J fa M3 (AT HeEdr € 0e) fEs 337 3 feggd I@er I - k, R (A O 7 T)
»3 M|l 8 33 T (A O) € yrs J, A B3Ues AT WH »HEs AT © dddrd w3 §gf &t
IIH-gRS3T 3 fodag I9er I 99 €3uTs 3Ideia AT 99 3T G3uws €< g 3 fiver g9
I 7€ 3 Yygs guard & weEmgr IS Ud H9d Yds gudrd &df I w3 JFF & du fggr I A
Had B3uws <t 3daid 89339 I It I, 37 O3ues Uug Juer 7w I W3 &% It Real Balances
@t Har & =uet At I

M feg 3gdtet IdHt w3 S Hedr @ Wee<ues o8 wigdt J1 7e @t M feg 3g<dtat <t I,
feg P feg 3g<l&t fenr@er J1 ug HEd € Bet A 3 HJ3RYIS 99 (variable) k d1 k feg
3geldl Hedr € udteHast § yges Joet J1 nad k few 3gdldl wihE a@ M feg 3uEiet ot
gt 3t k M3 tug feg €z c fomrr feg wioufsa 3gtst fomGer I, ana3 fa G3uws feg 3utst
& o2l fer 3t k feg @ I3 Uug feu wiousd we§ fewier J1 #ad §3ues Uud Afgd oot
gider 37 feg dtvz few 3udtedt & yfest & =ur 7 wer maer Ji

HEd a9¢ gIMEen gUi3d € U9d BT €T JUTST &8 IBET IS AR 3T oH Tue If fa €9
uizd Hee g8 5|
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MV = PT w%:pr:%m (= o= quia)
M =kPO # M =kPT (Jgders enfar fid3r sae gdfentr gui3q)

yfg® guizd feg V e yuar o3 famr 3 A€ fa gd feg k w1 foR 397 ufg® quizg feg
T & yuar dizr famr 3 »3 gd feg O w1 feg g9d fem =et Baer J fa fa@fs v »3 k feustzs
I51 V fer 918 3 5999 J9vr J fd BF Hedr ydee § g s 1@ adtl k 33 € Hedr § »iud
9% JuT ¥ SAY 3 f599d d9wr JI WY Bd WS 9% HET R I 3t k &0 JEr I, 7w QT vEdT
Ydyg J9¢ I& 31 V U Jer J1 feH 3F° 799 ferg T guiEd Uger J fa HeEdr faf udg dde IS,
afgw guizg Uger J fa B9 vegr »ud 98 faf due as|
yg fem v g feg odf fa feg @2 quisg fed d Jo1 feg feg It wiAHG3= g5 €< guizdl
€9 HeEgT ¥ HaT €86 2ud’ J1 BT JUBd Hed' § fHoe 2uda B & HUS Heer J W3
fer € »igAd Headr € Hal Be<de 3 fodgd dael JI aae "dMenT gUisd € WEHd HEd' de8
Jz-v< &dt det, fem mEt year & Har Liquid Balances "3 U5 Hust € W& 3 foggd adet
J1 fem 37 sde-gafenr guizg Hegar & Har feg §39-93™ d939 399 &% THE JI
UId BI-UE JUSI HEdT € Ydst § HEdT € HE f59ud3 I9s feg A9 3 HJI32Yds 89 Hawr
J1 IfgE wgg-AHIIMT € wigAg f¥5 w9 (k, O, M) Hed™ € H& § Yygies qde J6, gl fed
Hedr & Har A9 3 HI3=yds JI
fer 33T wHt Qe It fa €2 U39 AHs Bae JT & fed gd 3 f95 Ta|
sa€ garfenr guise < whiat
sIe-garment guisd € WY HIHRT Jad & »uel YAsd A Treatise on Money &9 fanrs JiZmrt
I5| a0 &de gament (Cash Balances) & 35 fdfimit feg dser J1 ufost Gg g w1 fa fonast
»uE 9% Be-de Bel duer J1 A § Income Deposits & & fd3r famr I gar @9 fImr 7
fa 2yt Sz Bt »yE I% Jduer J, fem § Business Deposits fagr famrm 31 Jaw €
»gHT JdfgT AHlads d€8 Income Deposits 3 B I Ud ATYH MIg-HHIIMT & Income
Deposits € & 3 Total Deposits € yuar di3r J
dod & feg &t fagr I fa IfgE wige-AHIIMT 3, v/ 39 3 Wi & k & »HES &% Hug effmr
J1 ud A< Total Deposits B8 #A® I& 37 Resources & d2& mmes dt Hiemm wrer grdter
J1 fem 3 feger Wlg & »ies § fea fidt @z dea € qu feg Hfonm J1 BH € »igHd Hedr
ot fea fearet fdamt feaet aea udle Aael J, Hed™ © H& § Targdl J1 ud I = I3
vy ydte Hadt & adt wanr Haetl fem st fan fmrdt @rg e yuar arss Ji
Jod mgAd AfgT gUi3d Afgg, IEtdts (Static) quisd J1 fer quizd &t feg 99 we I fa feg
form € w9 € dH3 Uug 8 Heu adf wser

fen 3q7 afgm guizg few <t qet 8¢ g5 ud feg BT gusd 3 Hou3d JI

32 ygsuwr yrsat w3 wifew BEt yHe us 3 6 3" mie 3 W TS



W2, (Wew WH39) Mines T yger -ECO-304-305 (wuws i)
et W Sfefan)

ys & : 1.3 8ya : 3. fyw us iy
WaaEd : 3. wWalsT filw

yeor ur sgs gz w3 3fas e dees

75 @3 dad & muat UAsd The General Theory of Employement, Interest and Money
AT AFd WIE-HH3d g feq it fenr &3t nige-feemar 99 Qe feH8HE 3 5U3 A9 YHG'
T €733 37 w3 wiggg 3§t <t foumfim I95 BTt 993 A9 &2 HH3T 931 IEifg dow =
General Framework HY 33 3 »HEs, G3U®s 3 gudrd © H3®s UUd § f59ue3 998 @HI
H, ud3z fem & A3 &% »wHT Hedr © U # M3 Uug feg 3gdid g9 <t ug Aae df
I3t & HEdI WHES M3 WAS wHEs © f@g & I3t Hienm 7r Aaer J1 #dd HEdd »HES M3
WHAS MHES fed I8 % ge@e 3 dH3 Uud feg det 3gdtdt odt »reaftl ud3 Add Hedd »HeEs
WMAS wHEs 3 fammer 3t o g 7idt 3 3T W3 Uud U 7T w3 Add HEdd MTHES MAS
WHES &% 3dT &% Wedt I 37 dH3 Yud <t We 77edr| Hedd WHES Ydd &% foguas ddt
J1 wigg-feengr feg fan fonadt ©war U ydg d9s = W3sY J fa fan I3 fewadt & veda
HEs 2U JrEt J1 fer 397 ugg w3 HEdd wHeEs fed 38 € € ufgg Js|

TS HFS

AI® Jais H3E feg 98 ugd § Quddar 83 udg (Consumption Expenditure) »3 fs2
" §3 ¥3dg (Investment Expenditure) feg fsmm wfer J1 Qu3d €3 ydg Wy 39 3
»HEs € Uyd 3 fodgd dder J1 I&ifd g9 gHd 3§ <t fem § feguas a9 gsl fem 39
foem €3 Wy 33 3 form & T3 3 f593d dger J1 few 3gF A3 I8 QUITT €8s g #er J,
a fa QuIT »3 mHEs € Yug § AFer I w3 fo2w e@%s, # fa fouw € w9 w3 fosw @
Yug ¢ #Azer J, mEu3 J Aer J1 fegt Adul v Jur arfest yf3gu, Qudar »i3 fsew € 99
g5 fegt 2adt feg HEGH3G3 JdT € ¥d3 d9e I6 e fa foen €8s € an few gfey =9
»H M3 QUITT €85 € dF feg Aaad & 99 3t fegt Tadt € gu w3 JoHIEI fosdgg dae
Is Bt & v wrest 3 yfeast €731 I forw w9 s € Uug § fsguas dder J, §9
Heda & Har w3 Y33t € Qud fedgd ader J1 Aqd Hegr ©F yast i3t It 3 3 fowra
T3 & de8 Hedr & Har dt fsgugs qdaftl wear € Har € fEs Iar 9 (1) Aeust §Yn Bet
Ha, (2) BT © oW SE Har m3 (3) Her €TF et wear & Hanl fEa i3 I8 »mies a9
3 Hegdr & HaT My 39 3 Her §9F It AFt At 31 fem 39 Hedr < Har e foumma <t
Td &% fHur Heg I

nag-feemer feg »miEs © HA3%s Uud €8 mawu3s dor J fe fa & ydor (7 fa Sudar uae
3 {52 ydg € ¥999 J) MHEs A §3ues (7 fa gmorg feg Idr sat v Qg &f »in3
G3ufeasT &% &7 J9d YUz der J) € g9ed Jer J1 fagz & G3uteast 0 mH € 3JalEt
g7 3 fodggg Iadt I, w3 far €73 guarg fadgg ader 3 €9 I I® Har 77 Gudar w3 fae

18
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" en3t & 9% Har, fam = gHIT W3BE QuIar »3 fodw yaw 3 It J1 few © e J fa
WiHEs, §3ues, dudrng, foew, fewma € €9 w3 Hear < Har @7 »i3g-Ady 3 w3 fro mig
33 3 fagurgz I T&I
fegt Aegt v fer@Ae dds 3 U3T Bawr J fa feg »reHa adt I fa mmes, G3ues W3 gward
¥ A3®s UUd Yds-gadid € Uud 3 J2| H3Bs € AfE3t et werd 3 fa Quaar & at
(At ) & foem €3 ydg © gd9d gafenr el fen Bet g93 § f5en € gdg Jer gdler
J| MBY-gudd A3BS ©F H3BY J fd Yds Indrd »iHes Uugd 3 B4t & 83 fammer 3 w3 162
H 3 ygg We JI for 93 »Hes w3 duard feg 8¥ 39 fagece »redft a2 39 fa ffs3 93,
f£e3 foem @ g99d &7 J € A A€ 39 Yd9 I8 WHES © §d9d & I A<l
dodmes H3S feg g3 Adt I5sf s, gt = fa fegd fagg =dt i3 fomrm feg A3 G¢
R fHae Joiis firer & Taa@er 3 3t ° »t fen fArer feg Wedr € U8 o9 weadt € Adle
w3 fer < W39 U3 &% 3I8eT 99 AT
vz Yagg w3 yeor € Yot
wHT for 91 © fagg a9 da of fa I3 Uug feg 3Ig<ial Hedd WHEs W3 WAS MHES <
3udl® JdT & Sudt ISt 99d It I HEdd mHEs A= YyIeHdEE Har (Effective Demand)
&% ygfes Jdet I, fer 99d A 9% Har 3 vedr ©f YISt € yge du widter J1 fem 3 gmie
Aé 3E® JEl ygeEt Har € »iEs @3ues €73 yge dyer gidler Ji
yd 3 3 ufgst wHt euidr fa Aaad wedr ©f ydst fam 397 =ur maet I fem € € 399 T6 ¢
1. AISd dT 3T WMUST mHes 3 20 4d9 od Hadl J & €% It mue ydor =ur
Fadl 31 fen @y ydd B G JI d¢ Y Adel d A g9 3 Gud ¥ madl J
AIdd ¥ feg @4 y3er 93 Bt fAe fa 3dwal, G3uea’ M3 AIddt HamH, ©f
MHEs g wier 31 fen © &% wgg-feenar € Wedd mes feg @ Jer J|
2. Hegr € yast ygr gmd yfger #F 99 €9 § wele &% <t Tutet A mael J|
99 €9 § welgT € H3sY J feuw €9 & ge39 few weg, 7 fa Bt § g9 3
foz =t 3703 qoer 1 ferm 3g 99 Gug HeEd™ feg @ J3e I5| HeEdr < yast
d TugT € AIa9 ¢ feg 39 HeEg 13t € & @ A AT Is|
Had Hedr € ydst a3t &t @93 d9a =uel wiEt I 30 feg @U@ Wed <y d99 WyaH € gu
feg gt I w3 feaey It Hedd wHes adf g At
Hag HEd' € Har 2 37 Jfemm I 37 U HeEdT yast »iH 39 3 fomw =9 feg weg fenfet
J, ydg Jods Har 299 (HedT ¥) fed uH fenm €9 3 x-axis € AH39 der I fem =9
& Floor Rate 2t fagr 77 maer J1 fen €3 3 Wed eh Hal, A7 39€/398% HedT € Har
wHHZ det J1 fer F9d =dt IEt Wegr € yast § ¥a saw € U ey wuE 9% du BT TS|
f939 & 1 feg we Wegr & ygdt M, 3 <u @ M, It I 37 fourw w9 feu o=t ot oot
WEEr ¥ fd 39837 I9dlg Tdd T 3IB3IT e fIN I waAwfemm 7 maer J1 feg Floor Rate

of Interest r, JI
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e
B
=

Liquidity Perference
Curve

Rate of Interest

io)

Liquidity Tr?p
(Sass )

o Quantity of Money ;
Demanded/Supplied

3T 3 1

% €. Adls € »igAd feg AfE3t Fut gdwardt (Deep Unemployement) € w7 feg mrget
J1 B3 foeH adt 99, Al &a€ HEd™ W& d8 Jue I61 ©H HEe feg »Hl dfg Aae If i3 &
fer T9 3 wHHZ W=TT feg O3 9e § f3nmg Jo1 fer d9d Wedr ©t ydst feg = fond w9
¢ 39E® &t Fager fedm Har 3 JEt yge adf J29m w3 U Hedr Yyt Hedd Hdg # HeEdd
»HES &dt g&dltl el 99d a3 dug 3 Jet wAg &dT u2ar| Hedr yd3t feg 3ueidl Head
433 (Money Sector) 3d dt HHz Ifdet Ji

3983 eu' fea fern ufgrfast 3, ug feg Afgst Hoe J1 f939 & 2 feg »t fea » wiEst &
B Jf 8 fq Hedr yast few @ur I &8 foud w9 feg fogee »rget Ji

Liquidity
Preference
Curve

Rate of Interest

o Quantity of Money ;

g 3 2
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A year dt yadt My 3o a M, 9wt I 3 few & w9 r) 3 fo9 @ r, Sfo WA I fenw
T €9 UeT &% foen ydy feg @ur Jer gdier J (A% fa feem Har ess fu3r dfemm J99)1 ug
RS HJ32UTS Yre J fa fourm wg feg 3ueist miGe o8 foem yag & yf3fgr &t feardt fdst
Jaftl fem & »iHt fo2n Vot €8s & fana Ber®3T (Interest Elasticity of the Investment
Demand Schedule) afde &1 Jet a9 Is gt add mAf Ifg Aae I fa feew Har =t
BIHS3T §g3 IHHT det J1 AR-fE3 3 19 T IIA A fed I T Usd-fsRH Ids Idd I3 It
o fegg 3 3 foem Har e®s BoHls odf der, A a9 foua <t aiet wgt 31 fer g9d fewmmw
o9 e e o & fser Har feg adt 993t 3udlsl oot »iGet feo 39 & 3 feg —amfeonr
famr 3

o ]
o

r,

Rate of Interest

4

o I, I,
Demand for Investment

f¥39 3 3

forg &t w9 r, 3 Ule ¥ r, I A I ug fon @ e fsem & T 1) 3 Su @ I It I, A 1 femrer
(ferm ©9 € ez € HaEd®) &dt J1 fen I9d feg AIe I fq ved™ yadt € Sue 3% HEdd WMHES
feg @ ggz ule At srggEg @Ur J2| feg d&ns w3 WiEdr U3 3 fegad © fed €3 €dq JI
JaHms O3 € »igAd 39837 e¢ € J1de, diH3 UUd 3 Hedr yadt € Heu yEHa Aew 3 df de
Aer J1 feg g waReEt I fa vedr yast € dH3 tug €3 yge foggd dawr I 39837 39l 299
3 f5eH Har 299 & fond JoHIgsT © Qudl EvY. JoAs © AT Hedr ydst feg el de a9d
3% Har & BoHigs of I, g 3@ dHZ Uug § yIes wder I HiZdr ol e feg fHer fa wedr uast
w3 dHz ug feg o wiguss Adg I, &R 9% o sarfadm #@er Ji

Y. fH@es edisis & Hedr € »rafgd fanim €3 €6 yag € yge ©h I5| ufgsr J 3988 yge
(Liquidity Effect), fim & fa »Hf fqggd a3 ¥d Ifl feg yge fHoe fona ®9 3 Higew dfizr &
HaeT JI g J »Hes yge (Income Effect) fr &9 uie fonrd w3 & ymfa »mes yge
It faem ¥ar @ad emrar 2t famm 31 I I Price Expectation Effect w7 fa fH&es edlsis
o WEHd Jdod M3 dedE wdg HHSIMT & wid §a® 99 fasT I
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gT wHl gmE T8 & yIel § U
He B2 fq wigg-feerar 3983 €€ € I8 &dt I »3 f52n Har ess & SoHi® J1 Hedr yast feg
TUT IT ¥ &% for™ €9 wear w3 foem BEt Har feg @ Jdear g wirt I Har feg 3udist
T &% dH3t & BuHE3 § T JI Jow 3 fen I® © femEd yged »ftmis dizr I BH 3
I8 Har feg 3ueldl & yge G3ues 3 dH3t 3 fmr J1 A B3 I 43 G3utes Uugt 3 ygst
d BoHtss § duT <l
J&0 € WEHG JHI Uud {5999 dder J, Hued! € €9 w3 G3ues € Uud (Scale) 31 fer Jdd
Hegr & Wi3ar feg Igetat I3t § Haedt & T9 w3 G3ues gt ygrfes dget Ji
WE-ME 3 Har few @ Jer J, G3uws feg @ur der J1 feg yast/E3ues 2ag ©f SgHis3T
3 foggg Iaer J1 dvdd feo BoudiszT fAegd I, 37 G3uws feg @mr adf o137 77 Aaer w3 f&m
an feg A3 TRt w3 I3t §g3 U wrEditl Add G3ues ©f JortssT fea © gawg I
3T BAET w3 A3 st TuEdot M3 mES wiHEs few @ J29r| ud3 Wdd uew yIes wr
Aoz 1 der J 3 feg adt JRar w3 fen IR few G3uws dus @ IO < <t feH F9d
dH3 Uug few 3ueisgl @3ues w3 Hagd! ©f w9 & BuH®3 3 {5939 et J1 Gegde € 39
3 "a9 G3ues € JuHs3sT fRed I »3 Hagdt @ BoHiesr fea 3, 3 I3t w3 yget Har feg
WEUTIE T g9 H3dT THo'z & fer BoHiesT § fea Hienm H feH 99d H=Z9T Uiz d® Har
»3 G3ues & yadt € » Heg ¥ feq Limiting 97 J1 udgz A feg < ue duT € 83 I
fa do7 & &g ot Ht faor fa wear & Wz feg @ I &% I8 HaT feg wiousa eur Jear|
gT 3 it ydt woe-feemer & fea Guuar ¥s 3 9% ydIt & 9% d9 IJ H ug feg mdt ot
JI 43 Guuar Bet G3uws € JoHtssT Sudt JEt I Har € ferr @ wI3—uds J1 dad U
Har & ferr feq an feg Jorts G3ues »3 dward @@ Geudr @8 w3 g4 dH feg ue
BUHISIT T Guuar €8 J, 3t 89 U Har & g9™gd H3dT S wige-feengr 3 yI-SudT yIe
uT Ha=l JI
Had f&d GUUTT 98 Y HAEd &d1 I6 37 U HAT € 318 I JHIT, HAgdl w3 B uIdl Ud
dmarg 7 83ues wdtl I3t Fu Har € wigus feg Su Aot ga| fem 3 wit feo fier d®
Aae df fa A »iog-feerar feg yds dnard 92 w3 G3ues & BuHs3T fHeg d i3 9% Har Hedr
yast € @0 € wiguz feg It Suet 92, 3t yegr & yaSt few @0 € % dH3 Uug famam GF
U3 &% 2ar| feg @ w3ar fAuz v feH@re f&d Limiting 9A € U feg Tanfenm famrm
3, # fa wHge 37 odf F ug fer @ Tuge < gg3t »m <t adt I
dod © fHer 3 fa 7g9 G3uws &3 I8 eA3<a (Instruments) 3 Tufenr 7@ 3F I3
(Supply Price) feg @ur J29ri feH € di9e HEdd Hagdl €9 feg @mr w3 e yIes w
oz v dft 95 ud fiat ¥9 39 wige-feengr feg Sdwars AUs I8, G3uws ¥ U I W3 Uud
feg Jet gg3r @ur adt J29r| Sdward HUST © A feg G3uws BuHIS3T U I M3 HAgd 29dr
35 §9t Haedt 8 et fimer Bargaining Power adt J2aftl a9 Hedd Hagdl &df fudt »i3
A3t St g5, AT Had Haedl feg @ur W3t a8 e der 3, mAs Hued! few fagee wredf
yd3 Hdd Hgd Wew yIed® € fouH Js dH adf 99 9J m3 G3UEs TId BOHIZ J 3T Hagd!
TJ M3 dH3 Uug &t feg det Igdld adt Jeaftl feg €t fed Limiting Case It 31 feg fd
IF feg 39wz Sur Idd A fed fo=m Tag <t foww S9dles add g% Demand Prices feg &t
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ECEir el sl

gT vl das THAeH Jaf dH3 Uud §9 # I3 fagr J, §R = fHer 9% Hae dfl Hedr ydst
feg T dHZ Ugd (AT HedT € HE) § HaT ©vdr yges dder J1 feg yIe 3983 IdHd €86
3 620 HaT g% It 91 Jder J1 Har A yag feg fea ot et 3ueist ©r yge dH3 uug
3 &t Uer J, feg fen 9% 3 fod399 ager I fa ya3t & G3uws @dg & Borszs fdst I »3
Hagdl fdat Bgts J1 W 39 3 HeEd™ € H=39T few @ur dT & diWst U deh 98, ud feg
3IB3T 56, [6°H €%, dudrd W3 B3uws et wifo o SuHlssT 3 foggg 9w J1 fer Jad
J5H HEdT m3 dH3T € feg HT 3 wigusa Hig & sager J1 fen € Hear §g fHae uds Imarg
&t Afad feg w3 Hed @ wigusa Ut It Har & Afast feg vioer 31 iR 393 HEdT © He fAde
Hegr € yast 3 feguaz &dt der wdt feg 3 ydt wiowfeemar € yfqer e feg fJmr 31 daw W3
Yug § feguaz do9s ®el del fergs AHitade adt el

yetas

dod Hedr © oz feg Borissr & udsr § <93 feg fonrGer J1 fom Wy § W=ar o’z € Seedt
3 nid o3 dizr Hll fer 37 dod 3 HEd U3 w3 1y o3 feg 333 maws oISt JI
Jsifd dad € Had A3 (Theory of Aggregates) J, U3 §Wd »mUE Wed™ © Ha © o3
feg fego 9w Adfme &=t I fa Swarg d=w d© Har feg 3u<ist o e%s adt 31 993 I3 f'm
3% 3 fodgg daer I fa fenases Geuer feg of I fagr I w3 Har <t 3u<t=st fam fomr feg
g adt J1

Hed™ w3 dH3T © i3 feg don & A9 3 5T 95 J HEdT o 39837 HaT W3 39837 é¢ ot
udeT| dod & feH 9% v w3t gdtdt % miftmis dizT 3 fq sae vegr o Har § fagl 33 yIes
I Is| fem »mug 3 @R & H39T U3 e’ € »igusd fAU3 (Proportionality Thesis)
% Bag fo3r JI

o7 orar I3 are e fver wagEa g6 faGfs Grer oz fimmer magtidt 31 wamg feg faor
AT I fa Jod = U3 oy duarg 39 If HH3 I, ug mue W3t © U3 feg dew & =3
AURC 39 3 Hell, Yds Iuard W3 »H wBU-guard & Afadt e fagg 3T 31 dow & feg fHu
gg fd3r I fa wzar oz © ferdne fea ym vfEdt 39 It Wz I, faozr feq wirs=es ©n feg
Hedr € U8 & fsgud3 qger Ji

Ug dod & HUS €@ 9% W&9d < JI&1 9d3 A'd WIG-HHIIMT &, 1 fd dadms dE =7 emer
J9¢ I, dod © AUz = fersgs 3T J1 g4 UR, dow © feHd8He w3 fHfemt & foer i3t aret
J| I3 WIG-HHIIMT & dod € eHBHe ¥ fergd J9s BEt Hed' & 8 ¥ € sel Har § =
fewmr =9 3 foggg go@e <t Sfar d1F J1 Hear <t =<t ufggmr e <t Ifr &5t 77 9ot I
gsifa fen &% dad e fiddt 39837 & ufggmr »imime 3 At 31 edlsis & dow © oz <t
fer wmug 3 wdger di3t 3 fa QT muE »y § 3983 yIe (liquidity effect) 39 HHZ duer
J w3 Income and Price Expectation Effects €& fimrs sdt fdar)

32 ygsuwr yrsat w3 wifew BEt yHe us 3 6 3" mie 3 W TS

yus & : 1.4 3ua 7. w3lsT fils
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yesa fuiz - 3fes e tees
ghar (Introduction)
35 3 3983 U3 ©rrgr dfimr fa daw © U3 & m@gset § g9 d9d & GH © o3
¢ A3 3T 77 Aaer J1 3fae & Hu di3r fa 7 fonast st Audt § sae w3 o3
eJT QuUT feg due IS (dod WigHT fenast Hust § A fHge saw wf fige ¥ € du few
It Jue Is), 3 & I9B3T 9T Ta9 & WSS °¥ § I, far 3T fa dow & I
HI
d&H € 398IT IHld € HUZ wigHd wedr & Har w3 ferw & w9 f9 €8 (inverse)
Heg wartent famr Ht fer »igAd gg fenast must Hust (Speculative Wealth) #f
3 ITF HeEdT € gu &9 JUIr (dag @H g »m I fg g3 & dH3t K9 fargee »e
) »3 7 83 Qg »uet HuSt de® ¥ € gu &9 Juar (Aad GH § »H J fa g3 i
dH3t &9 @ J29m) | Jadis RO & »igHd fenfast »uet Aust @ €3 4 Hedr w3
g3 &g a¢ & adt d9ar udg wmw €9 fem 397 © feog (Behaviour) 3t & wHfas
J Had feamEt § Iify dif fenmg wdt g9 & ydt dAeadt 991 HE U3 I fa »iHS
U &% 9% &d Jfg Haer, feH Bet gg fonast »iuet Aust § de® f8d gu (| Hedr, #
g3) €9 & du d Hed' w3 ¥F 99 €3 d duer J1 I fg fa fonast muet Aust ©
f£d AN Sud<ud gut €9 Juer Ji
3fs & muet g9& 'Liquidity Preference as Behaviour TowardsRisk', # fa
1958 &9 Review of Economic Studies g yafhz Jet H, eniar fanadt &t
nifsHg33T (3fy dvrf fenmr wat § & Q) § G i3, »3 I fa fer wifsressr a9d
It fenradt muet Hust & SudtSudt 397 o feem ager J1 fem 3t O & Jad & 33837
39dld € U3 § wuH € U3 (Theory of Risk) €9 3uets i3 ug dow € Uiz €
e 3 fer = yge o »ieT &3

3fys ©r I9usT 39dlc = fhuts

Uged fea us feg »irt Jaw € U3 g9 ufgnr H, far feg 87 3 wegr & He Ger et
Har g9 <fmr H fer feg Jet Ha &dt fa dew € fHuiz feg g3 8¢f Hel dom € Uiz
g9 fed Hy »&gsr feg Ht fa feg A3 w83 fem €9 (Current Rate of
Interest) »3 mude (Normal) femw w9 € fegad eda €3 fsagd dger HII
I9 93 fend =9 det N AX BEt Afeg 39 3T T8 w3 AUde fewm wdt € fegad
39 Y3H J 7T I M3 &% It u3H J Al I HEdr & Her GTR Bt Harl g€HY, miagdr
wr feg fegrg Hf fa Jgt & fonast »uet Hust a2 Hegr #F deg ¥3 & gu feg odf
Juer J1 feg 3fes A R & »yE Rtz feg I fa dow € AU gwrar ot &t
»@gael € I8 &3 ° Haer J1 §F € Huel feg
"What needs to be explained is not only the existence of a demand for
cash when its yield is less than the yield of alternative assets, but an
inverse relationship between the aggregate demand for cash and the size
of this differential in yields."

24
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395 & MuE fAgtz feg feg ywfez 33T I fa fea fon@st, ¥ fa gast-gasT
(Rationally) && fegg ager J, »myet Hust § Hedr »3 g3, Yt gut feg Juar, o
fa fAge Hegr & fAge 73 € gu fog, ﬁmwﬁaﬁr‘a‘eﬁwm
35 T wigAg, Wit wds few foo Ms ¥ of I feq fovadt a3 Fut T Wo I8 I
feg & He fomr wer I fa fomast we Aust o& 2 Hust § 39dla (Preference) fder
amm@nﬂamwaﬁmwmém»@mwomonm
§|W%W?wmmﬁﬁawfﬂa€aﬁ8( ) € U feg duar fagfa
iy & for €9 € YdT wigHs J1 Udg 3E wigHd fanast § gy © fand w9
weardt st It W3 Qo fom w9 © Wit yoHe @ 99 Few § W3 e & I w
QF = WH3 Uit ®3 (Capital Gain) fHed € g9=g Jar| feg Hee J fa # fan
Hﬁmgﬁwwﬁﬁ%?f&afwa’wﬁﬁﬁ%mﬁaﬁuéﬁe’wqﬁ
g nifore33r J1 s 3 wontenr fa 3y € foud w9 g9 fea i3t It wifsHgzsr
g3 fag fae fex fewast mryst wHust § Iy € qu fewg <7
Juar, B9 <0 3 du y33 (Risk) Bt #ar (For a given uncertainty concerning
the future rate of interest, as a greater proportion of the wealth holder's
portfolio is placed in consols, the individual assumes greater risk.)
fer 93d e & det fenadt »ust ydt Aust @ dn® © gu few duer I 3T B9 wiuet Hust
@WW?W%W@WM@WG?W@WWM?
%“rwfum?rw@ﬁmmeﬁwﬁﬁaa@awﬁm@mﬁéauﬁvwﬁ?@ﬂ
@W?fﬂ%ﬁ@,wgwa?@ﬂﬁm@@wﬁfﬂaaﬁwmwmm
B gt fq femast sun 3 9 @& I (3= Risk Averter J) & fa wud & @& (I
Risk Lover &dt 3), fam = »gg J fa fea &3 98 wwed (Return) <t w9 et
Qg e #ud § 3Idlg T29r g4 mEel feg, @9 G 39 U vy &t BEar w39 9
& Su wed & wm o 321 fen I3d QT met Hust e fdor fow dRs € qu few
feg fem 918 3 foggg ager d fa @0 "certainty with no growth" & fam
E?ét@fh
foniadt v wuH w3 Aust feg @ g3t fegg (Attitude) 939 & 4.1 feg o3 faprr
| &g »Ht @eHis 2adt (Indifference Curves) = yuar i3 31 fenast gemts
[ 1,58 <u 3adlg fder I wiz [, & [, & <u 3a+ftg fder J1 Y-axis 3 wft
(P tfohowﬁn%"})?Hﬁ@%ﬂﬁ%‘u’ﬂ?@wm@wm@Xaxmé
ﬁn—gﬂ% T HUH HUE i

o

‘”’%ﬂiﬂ?%
Sﬁ%ﬁ”‘i

-

oV

3%

alagsﬁ

é
or

i%
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WA

wo(1+i)

Expected Value of Portfolio
at end of Time-Period
g

o Pr, Pr, PR
Portfolio Risk

f¥39 341

fsew met (7f Portfolio) feg wun Sue € »9w I fq Huzt e 209 fIm odAg &€ gu
feg J1 QuHls Tad & wss maadsHa (Positive) 3 fa@fa »Ht w33 &< ot fa An
T »f3 3 Ayt € feg I3 JI€ Uud BEt 20T wuH § I9Hlg &dt O3t AiEt ug wud @
feg f&3 J€ UYud et 203 Hust & 39dla 3t wiet 31 QuHis <dd Qua 3 »eE3s
(Concave) & g=g a€ Js fagfa At feg & wd3 I fa g W fewrast =t Aust
Judt I, AUt & A3 QuuiesT WeEt At I w3 fenEst Aust few 99 fmmer @Ur 39w
el Jg famrer wud adt BT grder
Add Jet fenast faesgs @ fun odt dar wider 3 QT wvet Hudt € W9 Hew w, ot
Juar| fem gg9d Gret fagsdt (Welfare) & wfag IJaft »=3 w93 € »muzt At Hust
CLI) @%ﬁﬁﬁﬁ%@?ﬁ?ﬁ?%%ﬁ@ﬂﬁWWW(lﬂ)ﬁé
1 étﬁﬁa@ﬁwgiea’m@?muagfwww@a?ﬁﬁﬁﬁ
Gn d% Jeaft, mat feg 3t @0 wA3 Aust 3 & f g3a Time Period
38 Jedftl feg femast wuH &7 8 @& (Risk Averter) J1 fen et
JUE F9Eg Udl &9 & MWz Quuiarsr 8at adt I fiat fa fea gue =99
& Hviz-gaguuiarzT (Disutility)!
AUt dH® € gu feg It O 3 3y © fomrm =9 < mifsafessr € fea fid3 J8
ﬁwwrfua—swa_?mfgnﬁwgwmﬂ‘ﬁsamPR Idf TarGe ofl feq
@Mwwwmw@wﬁwﬂw(Comb1nat1ons)§ﬁ€e®
Weﬁﬁﬁaﬁiﬁ@wW»@Aéﬁﬁﬁeﬂwwm@aﬂWow@_@
3 Jur & oAt wde, yf3dua Jur (Budget -
Gl wﬁm{ﬁ»ﬁﬁ@mﬁﬁﬁa—ﬁ%anﬁm
3 J §g 79 2 Qug =B GuHls =99 3 92, WT 5 O €3
gre Yf3dua Jur & 99 J1 fen d3d few yfsdy 3foz @n & g B 3 »iftasy go3dt

g’%%
ap
gﬁg®

feg
5]
fea

a%ﬁ

FgaT
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gt 3 »3 fem fig 3 Gret AUt »3 Hegr drRg © feg &8t #it Ji
g wirt fer 9% © ferdre 99 Hae I fa fenma &t ©9 feu ufgedss Ids o fonmast

€l foer-get 3 ot yg= u2ar feo fer@He Jo &3 1939 4.2 feg dizm famr I

WA A

w, (1+i,) i=1i,

D
E w, (1+,) e

W (L+ig) [ i=i,

Expected Value of Portfolio
at end of Time-Period

1,<1,<1,
wO

I<I<I,

(o) Pr0 Pr, Pr, Pr_ PR
Portfolio Risk

39 3 4.2

yfg® 939 & 4.1 = 3g° IF wrt 939 & 4.2 feg & He B¢ of fa wdg feg fomast
I35 W, "oyt J1 3fey € fenmm w9 979 wifenfo3sr I w3 fem 99 wiftasy wun J1
aﬂ?l{%’s{u—or%wwm%(lntercept)w 3 m3 fen < w@s I

Wo (1+i)-W,  iw,

PR " PR

m

R 3t »g3 (Constant) &1 fer J9a W8 W i feg =ur J29r wve

w3 P
éwe“rme”‘reﬁam»mﬂ‘ﬁgaﬁ 4.2 feg f3s gde yfzdug Juet gT@e of
" fa 85 fera =at (i i) fma (i, < i, < i) &t 951 7 vl forw w9 i, 3

m

0’ 1’2

gi, »m3i 3T i, d9¢ gt 37 forast & faozdt Jodt I w3 Gu g B w3
fa”gw@éHDé'uerﬂﬁETzT Ud §93dt duT ¥ &% &% WyH duer J1 feH Jdd
e fouw w9 feg @or der 3, fomast & vedr et Har uedt wet J
95 J 9 39837 39dld TJd € ©SG BAN3T 48 <% § wel I, WH 3F fa o939
: 43 feg wanfenr famr J)

g CH
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fenm & w9

Ececiecriclecrt

o wear &t Har X

39 3: 4.3
3 T fegg W fa G = Uz wins feg dow © Uiz 3 A vier W €33 wa. I®T =
gfger I fa fom oz feg 7 I3 =fimr fomr 3, »w feg €0 835 AI® adt Jeri g afder
J g 799 fen ©9 o &% wud Ueer AR 3 3I9Hld 99 ©f v®s Qud €% § J=af I
fagdt AfESt ala 3 99t 39, feg 3 fesoda wies oo Yuorio &7 3 I U3 ¥ Aaer J1 fagfa
gg3 AT 8 3 U3T 98 J fq 39837 39dlg T99 o v §8 €% & Jet I, fon I9d
i fer 918 & AURE QU &% did Ade JF 17 993 Ad fenfadl Bt 39837 39l <ag €t
weG 48 & df #t J)
3T w4 maer J A fewast & feen meEt few vedr/ade w3 dn® 3 fegwer d9 & feasy
J|
HTd
wa feg wit feo afg mae o fa 3fas © Aoz & 33537 39dl0 © fea wmug 637 w3
i fa sadt et var w3 fera <t T3 fegag G@e Hau J1 feo oz sfey &t fenmre
TIh g9 HafeazsT df Bgdtasr 3 fadgd &t Jder Hat HE3 & o ¥ J fa I @& HIe
yrt &g 7 I8t ' He fAed € "999 der J1 fem € &y Jt few fhuz & yuar o §
ez feg I fa feg Sner J fa fenast feq AH feg wuet Hust des fea ot gu feg o
du d (far 3g7 fa daw & fegd H) © #F du gut feg 9y maeT J|
fer oz &t fea &< f&o I fa feo fevma & v w3 Hegr & Har © fegag Adu < fomr
g9 »AURE J1 form & ST T3 BuHe3T @03 sd93Had (negative) I w3 i e
fenmg =9 fhegd <% <uet J, &g SoHlssT =Udr U Ude adl At J1 feg 3% 39837 330
T3 WH HE3T 3% W% it I ug Aad e & v 993 fiper 3 3 year & Her =
fenr & w9 &% fHor (increasing) Heu J2qT, YHad G fenadmt et fiagh = dHE
3 JT T8 Uit B3 A I8 g9 HuH €T wigHs e I Ud Wad »iHT fer 9% § He BElR
fa fo=ew T wag 983 fonma ©9 3 H339 adt I wat fon 3 fogsa I, 3t feo o Heg
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(Hegr & Har m3 fenr fegam) feg 3 €8c I A<ar| fouw & @9 U &% fseHaasT feg
793 TIar fa GH d% U aael I, ud feoua € €9 duT % dA% ¥ HE few wer 97
ar fern g9d Qg 2 HeEdr & Har adt 39

32 ygsuar yrsat »3 wifsw TEt Ys us 3 6 3 wwe N3 @ Ts)



W2, (Wew WH39) Mines T yger -ECO-304-305 (wuws i)
oret Wi Sfefan)

ys 3 : 1.4 BYq - ¥. walar fols

year e wgfsa Wder faats - wdlels © Ysoaus
(Friedman's Restatement of the Quantity Theory)
(Modern Quantity Theory of Money)
i‘ﬂ-ﬁ' (Introduction)
HT Hedr € H39T HU3 99 fenad w3 Ifgw wiog-HH3dT & fegal 739 ug ¥d Ifl Ud 1960
T Hee® 3 gguard! & M § Aes@e feg vedr it wres adt fam 9ad fen fHo3 feg
WIG-HAH3dMT w7 ferem adt fagor for AF €96 a0 & MUTT WHES W3 dudrd = g fazr
fim feg G & Hees fed w9 od Ydfiuzst ot < mifim & AuRdtade fid3m daw w3 BH ©
et & Hedr ai3t € 8 3 &3 1St (Fiscal Policy) € yudr €73 #a f&3m
dod € U3 T wigg-HHIdMT 3 et yge fggr ug feg fimmer mHt adt wfenm ed femeyy
3 gmE ¥J3 R gl Hed-Helst (Inflation) = miffr Y, ug dew = fraz fem miffr =
I8 & & HigwT g UH, g3 ORr & Hedr ai3t § miyeen G Hedr melSt § a9y dds few
FEZ J del fen d9d gg3 mog-HH3dMT € W3 Wedr st feg gdt der Jet Wear frui3 &
feam @ feg ufg® Hedr € W=9T U3 & ysd-dgs J1 fhadr dt fed faor waefia ded At
fifd 1930s W3 1940s feg & Weda iz ufgnr w3 ugfenr wier H, gsify feg oz OR
28 fa3 2 HI3eyas adt A mHfswr wier fHadt feg Jadt AeHe® (Henry Simons), 3fes
fHser (Lloyd Mints), €dd &ele (Frank Knight) »3 #d9 €€lad (Jacob Viner) & f&a
U39 feafhz o3, R feg Wzar oz & »mi W3 U3 (General Price Theory) &8 #fan
famr w3 fegt € Edigde 13T famml ud fem U3 § feerfsz gu €< % wog-AH3dT Haes
gdtsis (Milton Friedman) i
TdoNs ur WZar Al3 (Friedman's Quantity Theory)
gdisHE T H3dT HUT3 © ysd-ags € 2927 fer ydrg J1 edi3is € »gHd HeEdT € HI3dT
a3 Hegr & Har v a3 31 feg €3ues, Hedd »HEs (Money Income) #f dtH3 Uug =7
a3 &dt I1 H=zar o3 Gt 337 (Variables) 3 dfe3s dger I o3 fa wedr & Har feg 3u<isdt
ferm@e g1 Hedr & ygst w3 B I3 o3 fa wegr & yast § ygfes aad g5, w3ar fAuiz
el HI32YIs &t I8 Hedr & Har It B3ues Uud, Hedd »Hes w3 dH3t § yges Jaet JI
fer 39T W3 ROz € wigwet Wegr & Har § H9 3 fmier HI3SUds AHSY I&| HeEdr ©f Har
gJ3 AJ 337/997 3 5999 daet JI oz 33 vedr & Har § feduds qae g5 »i3 fer feg ufgedzs
foniie &, Gaf & »murt Heg Afag (Stable) der J1 ud fem & 3= feg &t I fa wear = Har
Afgg (Fixed) J1 HWedr & Har feg ufgeass mi8er 3, ud feg fem § fsouds sgs @@ 33 fem
wg ufgedss & wiguz feg ot der I
edtans dow &t fen If® T AHgEs dder d fa HEgr &t ufgese a3t (Velocity of Money)
Afggd (Stable) adt 3 ug Qo feg & afder I fa HWedr ezs & ufggss a3t (Velocity of

30
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Money Function) mfgg det J1 fen €ss § # fa fen ya@ € Hed™ W €85 (Money
Demand Function) 3, gdisis fam yag wigd Heer 3, fem € et wg feg Quer J2ar fa
Hegr & Har fag o=t wiEt I

fan »og-feerar feg us-Aust € Waal BEt HeEdr fed yad & Ydl (Asset) J1 G3u=al set
Hegdr feq feg fadt it 3 & fa G3ues feg oW wiget I fem I3d HeEdr & Har @ Aoz
Yyt fAa’3 (Capital Theory) = fea ferm fdmr 31 wear & Har fonast »3 G3uea &2 ot
ECERLY

feniadt emrgr Hegr & Har 8R 397 fsguezs It 3 fam 39t fan & @nz < Har v fsguae
der J1 fenma3ht set Hear & Har fegh 337 3 fsggg gadt I @ (1) fonadn 98 243 2dd Ut
feg fdat Huzt 3, (2) Hust € <ug guf & dH3 »3 fer 3 dT @& »iHes, (3) B & ude »3
39dtgl edisie & fegh 331 & It Wedr &t Har § foguas 996 BEt wieEa mHiEmT I Ud Hedr
dF Har = fegude JF & mH /ygenigHsT (Expectations) enfar & der J1 feH = W39 J
& wedr & duz ©f wigHs3 miHes, fer »Hes e AT »i3 oW fdat 3, fem 38 < wiediiadh agar
edisie &t fea <3t g% H fam & 3fesAs (Davidson) & »&gsr i3t

H3 3 ufgst wt fenwadnt 98 s Aust & fourfir 3afdl 9% Hust feg wies © AT {3
S J6| fed fagr It fea H3 J 3t & G3uws wat fem 3q° fan fouast & 98 »mes
»3 G I% Ay HuIt few Swr Hedg J1 fegt €2 © miguz § forw & w9 fagr A maer JI
Had 98 HUSt & W &%, e &t €9 § r o8 »3 d8 WHEs & Y &% TaAtent wie 3

Y=1rW
o W=Y/r
A r=Y/W

&8 9% mes €9 mies &dt I o fa »m 39 3 et At I w39 3 J% G3ues fed 3fza
yegrgg’ € H&JH (Depreciation) d€ d THIfEd mHes € fsguge oi3r #er 3, ug ferm fed
fena3t & §3ues wast © gH (Depreciation) & dfenr wier J1 &g Y & fam ugar & fonr
famr 3, Gn feg fonadnt & G3uws Hast & afen due w W& & Afswr fomr 31 fem 39
wiHes <t feg uger 84t feufiz #F Afgg »mies <t uger I far © fa edtsis & nugd Qusar
exs feg faag di3r A

Hegr € Har § fsduds 996 @@ gHAT I3 J HUSt w3 fem € guf 3 dT T »mHeEs! HuSt §
Pa-fgs gut feg dftmrm &1 maer J, feg HO QU aaet € YEawa (Substitute) I&1 fenadt GR
u feg Ayt »mug 9% gdar o fa OF Bt W9 3 <u mIefea J21 fem et feo wadt 9 fa @
fAge Aust € gu & a9 dH3, AT fegf enidm de @@ MiHeEs © gy »ad § @ fims feg
I w21

edlsis & wigAd AUt § Ud gut feg dftmm 7 Aaer 3 ¢ (1) HEd™ (Money M) # fa Iu=®
= feq wdhr 3 w3 far = feqd foHg3 (Nominal) H& J (2) &3 (B) 7 fa fea fenfes
Eg3d WHES T HI3 J&l (3) Bfget (Equities E) @ And (Shares) # fa €3uws HidHt
© gt w feq foRfg3 »igus g5, (4) 3133 dig-Hadt @r3T (Physical Non-Human Goods)
(5) Hadt ¥Ht (Human Capital)l g »H fegt gqut 3 Jd= @&t »mies € Afedr & Hae
gl
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YT : cdlsis & »igHd Hedr A &det 3 »H 39 3 dEl MEs &df It 99 Hedr 3 JEt
»HEs def J 3 Qg HeEdr © gu few ot It 3, fam 337 f@ Demand Deposit 3 femm wr
s udz »iHt HUSt & HEd © gu feg duT € € ®3 Hae I : HeEdr HUSt € A3 3 398 U
J fARET yudr J9&" 993 AYT J1 g, fen o 39837 foniadt § wdfmi (Security) Yy d9et JI
Hedr & &g © &3 WAS J6 w3 feg Hedr <t ydtermadt 3 foggg dae dal fem = W3syg feg
dfentr fad Hedr 3 Jde =@t »Hes § »H JH3 Uud (General Price Level) P 578 EdATeonT 7
EECUIRE

¥ : vt § 53 T QU few Jue @R fouadt § €9 39 fea foufez wmiws It 3 A Ia fa
GF 9% §3 J1 ¥ € duT @B § ¥ YId € »HEs J Aael d - qus (Coupon), & fa €F
T AT mHEs J w3 ¥ € dH3 e 3uEiEt dT 3 e @t »mes (W fa geeHa & I
Aael I »3 fgesna &)1 #ad g3 & dH3 A Ifdet I 3 feg e yag & s fHed (Zero)
gt J1 w9 =3 & o3 Aftg 9 37 fed 39 ($1) T EF I AW r, €F o JUS WHES M3
g3 € g9 diH3 § 3IHH J9d feaurfaz o3 wier J1 few 39T fed w13, 0 9 99 AE fed @9
o »mies @29 & oWz J<dft 1/r,

mé‘ﬂﬁﬁﬂldrb Jeatt

r
b r, dt

feg g3 3 I T »HEs JI TH3IfEI »HEs § dH3 Uud &% dfenr a1 Haer J|

BFREA : 2 39 Equities & yis 3 fom § Fuz =8 § w39 feq fonfos ewsfeq ot €
»HES Yu3 det J1 Equities 3 d€ @& mHes Aigd &dt 3, Aal feg oWz dud 3 feggg J
A¢ dH3 Uug ueer J 3 feg mes S ue diet I R yad Equities diE @& § H TH3fEA
IH (Real Sum) yuz Jet 3, GH & udle a3t Afgg It 31 fem yad Equities 83 &3 fds
I5| Equity due @& & 35 quf feg wes It J1 (i) 99 A8 W =& Afgg 9HL, (i)
IHt Gr & ISt it 3 (7 Gn 3 mEt At J) 3F 7 87 & Heor & udie mast few I ufgeass
gurgr Jfem B8 a3 A7 A (FUA fenim 7 RQ), (iii) AH € &8 Equities € dH3 feg I
ISEERY

ge wAt Nominal fena & w9 & r &% wowr wae ot (fAm 397 fa &3 ¢ feR few dfizr fomr
Hi)1 fem 397 1/r,_ equity &t W3 & worGer J1 diH3 Uug § P &® It w9Rten W Hawr J,
fam 3¢ f& ufgsr dfizr famr w1 Aag otvz Uog few 3aeitdl odt wiGet 37 1/r, W Equity

P(t)

maﬁﬁmmmwmmﬁmmmm 1/r (O) #, mH t feg @R
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A H3 (o) few fem wes w gu Jear

1dP _1dr,

e P dt reE
MeT WS vt & fra T9 qu fem A Shor T HaET I - 339 @RSt @ gu feol 3fsa eH
3 JT =¥l »mies GR yad & J, AR ydd Equities 3 I =@ »mes, ug feg feg wedr €
U feg & 7 F QuA #F W@ € gu feg det 31 feg »mes 2 Equities 3 de @@t »es €t
37" dH3 Uud 3 feggg Il J1 fem 3 fe@er 339 @3t € Wedd H& (Money Value) &g
JT T8 2k # weg & fea yad & »mes I Add feg He fenr #e fg Itz Uug J93a
TAZ € U 3 BT Jer J, 3t Hld AN few 383 € H® & @Ast 3 wiHeEs Jeaf

1 dP

P dt
HEdt Uit : Fu ¢ Sue w dnet qu, edeis © wome, WEW Ut 3, ug fem 3 Je = wmes
T wienr Barge HAas J faffa wadt Uit € w9 gg3 HW3 3 »3 fem & dH3 & mAet
o8 fegurfas &dt St 71 maetl feg Ifger mur &dt fa fdet @rst W& feg Hadt Ut € sagd
I, faQfa 3f3a @nst © wwg fengrfas J1 WY I8 Aust 3f3q @n3t @ gu few & Jet d »3
Hadt Ut € gu feg 2h ot fegt €2 € wigu3 fsdue3 99 Haw IF »3 fea AN feg feH wieuts
& Afgg &t Hs Aae It fer »au3 & w &% EgATen W Ader J1 R 3¢ w If3q eR3T »3
Hodt Urt € qu feg Jdt Aust & wiuz 31 fer wiuz § fegt €2 quf 3 de @ E »mEs € migus
¥ g9gd J& gidter 1 feg »iguz HUSt w3 wiHEs € migus &8 fHser g&er J1 fer 39t Wt
U3t 3 JdT @@ »HEs § w &% EgATen &1 HaeT JI
Hedr & Har v fsgugs Baf & ude »3 39l 3 S Jur J1 edlsis feo He € s 3 fa Baf
& uAe Afeg It J1 fer © 9% »uee J AT I51 QEgde @ W< few@dt feq & 3 Al &t
AT 3, 3t QT et AUt T Wy fdF vedr € QU feg duer 9ider J1 Wu ¥ €96 < forast
Hed™ & adet § 39dtgsr fder 31 @9 33 a3 fa ude § yge3 Jd¢ I8, u &8 TIHT HAe
I5

fer 39" Hedr ¥ Har €% feH gy Jear

Tt
fer T W3wyg feg Jfenr fa wear & Har fegf 337 3 fodgg daet I, (1) W dH3 Uud, (2)
g3 3 dT T8 »es (3) Equities 3 I T3 mHEs, (4) dig-Hadt AUt w3 Hadt AUzt =
w3 (5) fenas d% 9% HUS, (6) femadmt & ude 3 39+l

§yg I3 918 mlade few S5 Yarg < foum &3 g5 @ (1) r wH fourm €9 3 # f3 I9 yag
&t AUt 3 o It I, (2) r, Equities & fenw w9 3 w3 (3) r, "3H o ferw w9 91 fagfa
I9 yad € fofd ©9 € WH3 J, w3 Hedt Ut 3 If3a @r3t &t fenid w9 € How3 ddET HRES
J, fem oEt r & a09 wied 999 r, M3 r, & It feur mET J)

M=f P;rb—i-—,re+
r, dt Pdt r

e

dr, ~ 1dP 1 dr, 1 dP. _Y_u}
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g7 m3 Equities »uA feg ¥€8 #" AAY I& (these are substitutes)! fegi fed fam §
3adlgzr fost e, feg fen df® 3 fsggg ager I fa &< feg fam < »Hes fimmer 31 AH3S
€ wnr feg fegt €< & »Hes gagd Jdeaftl fen ©r w3y feg dfenr fa

— e

, dt ¢ P dt r, dt

1 dr, 1 dP 1 dr
L - ——2 - =

dp
+_._
P dt
Hegr & HaT €86 © fed »As gu & I Aaer J Wdd HaT €86 & P w3 Y feg ufgd®
TId © AW €85 (Homogeneous Function of First Degree) Hfom™ A€ Har €&& 29 fen
qu @ Jear|

I, =T,

AM =1 (/iP; Ty, Lo, 1.dp

—w; AY; u
b A

Add A1=1/P

2

P At P

fen gu feg feg milage Tom@er J fa Real Balances € Hal Real Variables &'
§55 JI

fer Va1 €8s § ydt wigg-feenar et & fenya gefent w1 Haer J1 fea fenast | odide
BET 7 HAT €8s yuar di3T der I, Gdt €% Ida femast w3 HidH BEt yuar I Haer J w3
29 fegt e8at & vz o3 A7 Hawr J1I HaT €85 feg d% 99 fed fid g8 # fa gda fenast =et
s I51 feg 99 98 P, r, w3 r | 99 u & d€t foufez He odt fid3r fomr I, fem =&t fom
¢ Y3 W& € wEafgs!t gdd fen § Ida fouast st yuiar di3T w1 Haer 31 S5 99 Y, w
w3 A3t feg nigHfe3 ufdedss = Ho Jda fen@ast ot fde der J1 fon J9d edlsis & wiHes
& I8 JHed meEs, JH3T feg ufgedss € wigHTe3 €d

1 dP

)
& A foradint w3 HigHt € wigHsT & WH3 w3 w & JIo-HSd AUt 3 98 wiHes w3 Hadt Hust
3 I TF WHEs = wigus Hfonm I
ot ufger H fa Ifge quizg feg g & saet et Har § & foor famr w1 edlsis € quiza
feg fer & wgdt odt mifsnr famrr faBfa fem quizg © »ioAg g9 f&d g wed g8 fagh =@ Wy
dH Hegr € yast 31 feg S’ I fa Tugd wiEd 99 § 913 7 equity 99 d da€ IHN Yyu3 99
Fde J&, ud fem v edlais © a3 3 9% Y™ »Ag &df der

3f M/P:f(rb,re,1 dp. 'Y;u)
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Tdls € fgis & ydyowarel folzs w3 dow € fials & oo

ufgst wiAt edisie & fegrgt < uduge=! Wzar iz &% 3IBaT I9dl| ydudedt H3dT fHus
Y WEHd HEd' Ted € HWigmH J1 Hedr fed @Az I # fa @r3’ »3 ATl 2gT 3 yuz Jet
I m3 fr <t HeT % J9 A3t W3 ATl ydidht 77 Haetdt I&1 fer et uear & Har fem
% JT T BT € HB 3 fog3g ot J1 edlsis w yr3w fem o3 o8 fds 31 fem &
AT foniadt 9% 39% IH G5F oo o3 I BT BT € HE © niuz few wdt gt feo wigus
agel due & dH3 (Cost of Holding Money) 3 53393 dder d1 #ad &der § due & I3
fmer I 37 B9 BLe wer dedl, A R 3G BT Jd6dl TR few sadt € yuar ue J21 fen
3J" SIBHG € WEHT HEd™ © Hdl €86 OH € 3% JT @8 Ba-v¢ © »ad 3 {5939 &t dae
AAl sadl § due &€ dH3 €73 fegsg dger J

ydugrerdt H3dr U3 @ wigAg Hear o ufggss aEt mfag It 9, fabfa feo feo A I3
3 5993 gadt I # fa 83 AN feg o&dt sead| edishs € yAse € »ighg feg dH3 3 fodgg aae
TS|

Had €2 YRS ¥ HaT €8s’ ©f 38& didt "R, »iHt feg He @ 98 fa A =1/Y »3 Har
¥ Alade P 3 Y feg ufg® =ad (Degree) & AHWS €85 J 3

P
M 1 dP. P a M= f r,r,i~d—P;W;Y_;u
—=1 rba T o, u b ¢ P dt
Y P dt Y
" fa afgw mflageM=kpy, € AHG J1 ge fa@fa kv ¥ §=zc JI
1

M= .Y
:V rb’reilg;w;z;u
P dt Y
1 dP Y
Eu Y=v ;1. —-—;w, —;ulM
{b P dt’ P }

fifg fa wves <t ufggse 9t 31 for = w3y g dfonr fa 7 Hedr = Har €% A I w3
fer & ygife3s 395 @& 99 < Hftg Js, 37 Hedr & H39r feg ufged3s Hedd mHeEs feg »isurf3a
ufged3s J3ar| 7 I8 G3uws & Afgg I 3F yedr & W3ar feg Ifowr ufgedss fae dtvz Uug
feg ufgedss adar|

ydugee! Uiz feg Hedr & WiZdT »3 eF3t 3 RAeel o Jd® Har € Adg S famm 31 edlEis
Hegdr € W33 W3 gAdT ydrd & Hust & wi=ar © feresy Heu & wiftmis gder J

Je wAl sdlans © A3 <f dod © U3 &% 3B6T 99 Hde Jfl dod © WEHd 3IS-dHT
(Liquid Balances) € d& Har € yag & det I, fgrmHls (Active) It & Har »3 feget
(Idle) gt & Harl ufg®@t Har B GeF (Transaction) 3 gdl Har Her G (Speculative
Motive) €ndr TaAe! #iet J1 U3 Bdf 98 Mt It I I fed fegh ©ef Gonr et ff gt
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TT MBI JI&T WS IH &dT T

Jou & myE o3 feg fHae a3r § It sadl & g Hionm J1 GH € wigRd el 3 d8f WHEs
&gt gt we fa =53n 3 mies It I, fem et sae due € Opportunity Cost 87 fora I
HEd" & g3 € QU feg & 99 J I 37 famrr J1 edisis © o3 ot © J9 993 Hd YSHauar
(Substitutes) € »ftms Ider J1 fer Bt feo dod © U3 3 Fg39 Hienm wfer JI

gdlsHs € THUi3 »igHd mHEs, Hagdt (Wages) »3 for ©9 @H3fed (Real) 33 @mar fsaufas
de I51 dad € U3 € »igHd fenii ©9 Hegr ©f yadt few ufgedss o® ygrfes Jder J1 Hedr
d yast feg ufgedss femm w9 § yIes Jaet J, A o8 foem few »3 @9 wnies Uud feg
yfgedzs »@er J1 fern 3g dod © U3 feg »mies T Uud e ewsfed 33F 3 It =dt mar
Hedr 3 < ygez Jer JI

Hedr fHUS € »igAd dH3T § d'¥ 996 BET HEd' € 959 § dY fey 99T »eRd J mefd 9
&9 € WEHd HedT © 959 feg ufgedss J® udg (Total Expenditure) § fHur ygez & 99
ferm € 9t ygez aer J1 fen wEt dow St ofSt & fier Hd3euds Hawr I Wefs Wisdr o
feg Hedd i3t & T HI3e fd3r #Afer JI

vdls @ ysoqus © wrdwer

TIE & H3gr o3 feg 9g3 A9 A9 fowie, ugd €W © Usdags feg &t 9% 39t Is, o
fa J& fodnt g5 -

gdlans = W3dT U3 wegr & B Tt Har © femdne st J9wTl G d=w AUt € 39 3
Hegr & HaT v fer8re qger J1 fer 3dd Gn = U3 Ayds adt muerl edisns feg & Hs
3 geer J fa Aust € A9 gu fed e © Yfsmaua gs1 feg uasr 6w & fam 3gt sl few
g9 d5 HUAC &d! i famml @R e feg dfger Tt &dt 3 fa S0 997 & 183 935 et Jet
otz yuar fio =dt afder @r & feo fendAe oo odler H fa fam 3¢ Sud4d 33 Hust &
Ut = »uHt YEREus yIes dde Is|

gdisHs & HeEdr € Har €86 § gele Bel fan feenfas Af WH3d-ads yfqgnm e yuar adf
di311 gwifa edisis € oz feg W3t feg wioHfss ufgedss fea Hd3eyds, H339 99 J, ud
39 < edlsis & forn di% T fend@Ae adt di3 fa feo wighs fam 3¢ gev J&| QAT fen mAes3T
3 G € fu3 § forgs (Static) e fd3r I

edlsis M3 GH € »igueht e feg ¥mer ader fa G gnmar fi&3r famr vedr & Har €8s o
& daT O3 I QUITT €%6 &% fmer AT (Stable) J, At &It I IET MIE-HHIIMT TATaT
A3 wiftmis edtats <t fom I &t uRdt adt Fae

Hed o3 § ¥ @8 »ag-AH3dl feg It Hae I fa Hedr & yast w3 Hedd »HEs w3 diHst
feg Swr Hdg J1 I Towcls =Jd wigE-RHIGMT & feR fanrs =T dss dizT Ji

gdl3is »3 GF € At w feg & 9 J fa »mEs w3 dH3T § ded® Ids BE HeEdr & yast
3 foulzge Juer ot feq It J1 ug AT »ige-AHE3d fer df® 3 Alowz adt gs1 fegt fed Anigw
(Sayers) w3 33af8e (Radcliffe) falge & Buyad Yiu J&I §xf © nigAd dig-da &3t »ed
(Non-Bank Financial Intermediaries) W3 Near Money € s & fen q@s § 183
ATY3 99 f&3r 31 fen g3 »iHt us 6 fe9 ugfr

3 uygatar yrsat W3 wiswmw et yge us 3 6 3 wwe N3 W I




W2, (Wew WH39) Mines T yger -ECO-304-305 (wuws i)
oret Wi Sfefan)

ys ¥ : 1.5 BYq - ¥. walar fols

yeqr er 3983 fhuls
(The Liquidity Theory of Money)

I'ﬂ'lﬂ' (Introduction)
Usd ust feg »Ht edlsis € H3aT 3 w3 Jaw € U3 g9 ot i3 Hegr oz & &

T T& WIG-HHIIMT € HI HF fd dtH3 YUd »3 Hedr H& Hegr & yadt 3 feggg d9er J1 e
yH dad ' H3 H f3 vegr € Y3t Hd3_Yds J, Ud HEdT € H® HEd™ € Ydst w3 HeEdr =
Har ¥ef 3 fsguraz der J1 W=3dm U3 € wigure € wgHd Hed © 9579 & Jg ddd Heed
3 3 (Boom) €7 § 9y feg 3T 7 Hawr J, A€ & Jod WoHT HEdT € I35 § IY FIS
dat gt =dt I, &3t ai3t (Fiscal Policy) § Bd 996" @ WeHI J|

od fere yu 3 "me vegr fhoz § fea o= gu &3 famrm, AR & Wear © 39837 U3 faor
g fer fHU3 € »igAd »igg-feerer feg 39837 (Liquidity) HI3@ude dJ, & fg fAge wear (7
fa 9% 39837 v feq fImr J)1 feq mHt A 7 3 Hedr feg de8 978 ddHt HHS dist met Hi
G 3 gmfe, audd 997 € feam &% Hedr feg 93 mi-gH § < AHg di3T e Bfgmm GR
3 gmie Agad Hfa@adt & HI3euds mas gms I3 fenm w3 29 1950 feg dig-da &3t nierfontt
(Non-Bank Financial Institutions) 3 fims dfgz 30 famm J1 fern g9d Hegr i3t e
fererd s9s & B Higar =t et

 WMIE-HHIIT HEd™ w3 grdT HUSt (Assets) © feg Sult misset § Hoe I8, 89 ufgst Weadr
B3t feg e & W=k € HI3T & »iftis dae a1 B9 feg Hed I fa wedr »3 et &3t Hust
(Financial Assets) »mur feg yStmaua (Substitutes) &1 fer Igd wedr & Har 8T H=zar
adt & fmr & Jedt 99 yIe3 99 Al HEdr & Har 3§97 € AEd €8 &df JI IS 3IBIT
Hed" &% <Y HI32Uds J|

HEdT € 3983 U3 & dod € HeEd o3 € €r u Hfewm famrm 31 Jsa & »iust Igar
"Treatise on Money" €8 33837 & # uder &3t v, feg oz Gn wr dlulags J1 1950 feg
I3 dissAig 3 < &S niefont T Soe Hd3e 9 faag i3 Al B 3 faor fa ndtar € wiafea
feam feg fegt »wedomt er <37 J8 J1 @ € er 986 § & 3 #t H TIB w3 €. WA " 3 feg
otz fe3r fam feg vear § 98 3983 © feq fJm Hienm famm Isafse anet (Radcliffe
Committee) faige & < fem Uz € AHIES 3T w3 midfaa G39-g3m feg 39837 & gihiar
(Role) e fagg o311 A8 3 H M3 I5diee I € feud Bagar fed AH feg yaws I8, figh
% Auas gu feg Wedr € 39837 Uiz e & fo3r famm

39837 U3 wr witms 996 3 ufowt feo wgdt 3 fa »ft fer fhuls it 99 g@ewt 3 7
J wEre|

37
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B98I (Liquidity)

fan & nigg-feerar feg 39837 AUt & 98 H3a9T 3 fodgg ot J1 Aust & 3983w owgg J
Ayt @ G I fan e G & B © Uy feg ot 98 fagt »mAst o Hust € fan grd U
feg g=fgnm #r A (Liquidity of an asset may roughly be defined as that attribute of an
asset by virtue of which it can be converted into any other form of asset easily and
quickly without loss in its value)| fer Ufggmr € »igAd I Hedr dt yds 39 3 398 J|
fen ®et 39837 § Moneyness <t fagr #er J

fer yard it 24e I7 13 Hedr yds U 3 398 HuSt I »3 feH J9d fen § ferium 39 3 SO
Y AU © gy feg yuar oizT mer 31 gdHt w3 ¥ € my-aHt § Wedr (Money Proper) feg
AHE 3T Afer I gd UH, G U3t & far & 3wt a8 w3 i feg gans 98 fagh Hedr
feg mefen 77 Ha, Near Money fagr #fer J1 fer yarg &t Aust &t 398 J ud feg yds qu
&% 338 &dT I w3 fem B fem § II=® € BE yuar adt dizr Awn fen BEt Hedr O
T HUs J A¢ fad Near Money F9136 996 &gl yUdr &dl i3t #Aell Near Money feg »irf
yeT g3, €30 Afagaet (Gilt-Edged Securities) €93 AATESMT € g4 ydle 77 AdE &8
g, feeH 2aret € Anid »ife FHE dde Jfl

e-da WEW (Non-Bank Financial Intermediaries)

fefds gut & 398 AUt AIdd &3 wiedont gnrgr G305 i3t wEt J1 GIHT Agad emrar At
st wiet 3 A€ fa Har my-gHt (Demand Deposits) ga It §3Us 15t #iet J1 ud3 398
Aust e feq gg3 <37 Iar d9fdar Aded 3 ggd G3s der I o wew fen Hut § Al dae
I5, B3t & dig¥d &3t med (Non-Bank Financial Intermediaries or NBFIs) faar #fer J1
feg wed far Yarg & Hust 8305 Jo¢ I8, BH § 936 dds BE yudr &dt Ji3T A Aden, Ae
fa &af gorrar Adt di3t HUSt & F93s € Wiftw € 39 3 RElAd di3T A JI

digda &3 »ed Beeat 3 Afafaeht udled g5 »3 Tewdt § Afa@adh mdt Joe a1 fem
39" feg »ieg 86t gfse’ (Surplus Units) & 993 § AoTS83 d99¢ I51 feg 993 we @8 yfset
(Deficit Units) @xar Yuar i3t At J1 86t @8 gfse G9 Is, gl < »ies Bgf € ydg &8
U J, M3 wie B QT yise J& fagh & »ives e w3 ydg fimer I5|

dig-dq &3t »ed nigg-feer feg 39837 & H=d § TUCE Js|

ge, mHT Hedr € 39837 HU3 & »iftws 99 Hae Ji

HEJT T 3I83T fAT’s

R g7 fa ufggt Efmir 7 gar J, Hedr € 39837 U3 © deed J5dise Jndt faude »3 398
H T5 fegt € fegg »uR €9 et dv 39 Hee I8, ud 89 < wirt fegl & Syar<udr miftmis
ECISI

dvafeg Awaw er MUl3 (Theory of Radcliffe - Sayers)

335 (Britain) feg J5df@e aiel € falge yaH3 JT & 3983 oz Jde feg »rfemm ug
fer o3 & <= feg wd. WH. Avidd © <57 J99 Hi, TR J9a fer iz & 93di8e Anfdd € 39837
a3 fagr wer J

fer a3 € wigweht e W3 H fa wear & ufggss I3 (Velocity) fea wdzedle uger 3 fabfa
Jet & »AflE3T Hedr & 8 3 AY (Credit) ¥ Yudr J9 Hae! J1 ufgess I=t & wAfgasr d9d
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& HeEdT T HaT €8s Hfgg &dt Ifder wedr & yat § Iy feg ader It gt &dt Jer, fagfa
fen &% »rafaa gEifedint w3 I3t & Iy feg &df 3T 7 AaET

Monetarist »Ig-HH3IM ©r fegrg Ht fqg <€ & wear & yast feg @ur der 3 w3 Gg Jaf
T Jg feg »@Tt 3, 3t It I BI & U WEdT J A I AW © fg G <09 @n3t udlee
Bt QUUTT 93& B 99 fde Ja1 fer Bet @r3t & Har few @ur der BI I AT JI W9 mde-
feemer feg @3ues & mHgET 2u (Excess Capacity) d 3 Yds dward & €HT o 724, &%
It Hedr & YISt JuT I8 w3 B e ivdeT ugg &' dH3T feg @ J29r| €H UTH, HEdT
dF ygst wer o3t A 30 Har e Aedft w3 W3t ue I Aedfitl fem ya9g iR adeT € nigEg
Hegr € yast H3 3 HI3/Yds d w3 e & I I96 &% dW3T § Iy i3 AT Haer Ji

Ud I3Af®e Anfad =7 o3 fem W3 = mvdEs adt IgeTl o € waAd ade MHES ™3 Ydg
T FHEg 3w adt 3 fa€fa wear € gvs (Yf3mawad) fagt § fa Near Money fagr #fer 3, de
feg wr 9 5| fen 99d feg »ena adt Ifg famr fg 2o Hedr e yuar @3t ydlee 3 ot
di3r 721 <u Wedr & Near Money (7 fa fea yag & Aust ) few sefenr 7 maer J1 f&R
3¢7 Add HEd" ©f ya3t wer a3t 7@ 3t wadt adt fa @R3t €3 ygw ue #ear Hedr € we
gt R feg Near Money & HWed™ € gu feg gefgnm # Haer J|

fer 397 fem AUz € »igRg Baf € Ydg dd Ade € fSHET Hed' € yadt 3 udt 397 fsdga adt
JIC| BI € UJY dd6 © feHer HeEdr € yIIt € %5 fer I8 3 < fedgg Iger I fa
Near Money & HWegd' € U feg gefenr 7 maer d fa adtl fen st feg I g3t HI3<yds
J fg yag ads =t feaet 9% 1 AUt I €9 fdat g 398 I Wz &3t nrefaut <t 39837 oFr
dt J1 fHe = wirt afg Aae IF fa I3afSe-Fniad & U3 a9 dde @&t fearent & 33837 ©rr
& HI 3 <u Iz fder Ji

fen fHo'z 3 feg 9@ AUHE det J fa feg Wedr § wiggfeermar & 98 3983 © feq fJA Hoer
JI HEdT HI32YTs J, Ud fer 3 fimer HJ3eUds J, wide-feena € d% 39837, R feg S
gat <, Adag o, do-gd 3 medant & w3 -t suat < 39837 T A St AT I
I3af&e-Anigy € HU'Z € »igHd for-ed & 9239 93 HJ3=Yde J1 fonfd €9 & g239 emmar
feg uzr ¥arer J fa ferrd =9 feg 39Eidl wiBT o &3 niefort & 39837 w7 fan 397 yafes
dget J1 fer yg= &% Jd8 Har € Uug 3 & yge U JI

fer fAUT3 € ngHd Hedd ddeel (Monetary Action) g»idm d& HaT & € 3gT yafe3s diz3r
7 Aaer J1 fead 3 femrd € €9 feu 3uCl@t I9d Fat & A3 AT mEl UdAt due € G3HT
$ ygfes di3r 71 Aaer J1 A Pud d2 € 3 few 3uEldt et 9, 3 feg @3 feg mGEh
J1 fen 3g7 o =9 feg 3gEldt w3 Udt Jue € G3F0 few 3udldt © Hedu § wamGT et
foem & Harnigrdt € Bea3T (Elasticity) &€ W83 (Assumption) o3t aret I1 Izafse fegh
g2t Yyt & Interest Incentive Effect ® & fder 31 ug feg anet feg &t Haet I fa fen
Incentive Effect & @udd wetani € Ut due € fomd 3 fimmer yge &dt J

fen w9 feu 3udigt fenm @ 98 Har § Yg=3 dd6 & gdr 3dtar I &3t wrerdant »3 gt
d 39837 TR § yges ddaTl fen 39837 § IFAGe qHel ydt wigw-feenar € mH 33837
(General Liquidity) & & féet 31 fonm 9 feo 3udlat G % &3 nedfontt & 33837
3 yge der J, faH I9d B & 39837 enr yIifez Jet J1 39837 I yIe dr Haseyde J fabfa
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BI' T YIYT 996 € foHeT &7 des G € 9% uEt (A 99 feg ) saw It 3 Har Ggf &
et HUST €ndT HEd™ Y3 Jds ©f AHgET 3 2 5999 qger J1 uder dde &% fenfast fdat
WS 5% »uEl AUt § HeEdr feg gvs Hawr J, feg fem 9% 3 fsggg gder I fa GF femast
3% Ayt fam yag & 3, Bn & Qudgfae maSt fdat I w3 &3t nrefont & fdat mider I
feH J9d ydg Jde ¢ foge feg de® vegr dt &df, Aal ydt wige-feermar & 39837 €° HI3UTS
JI

e = wHt Ifg Aae of fa fer gz & Hedr ot © Ay feg € Haease g I feq 3t
ferm €9 & ge39 feg 3uEldl © yge w3 gar &3 ol €73 ded® B ddsTiud feg €2
Azt yudr fHo adt g5 fa@fa g3 A9 &3t »ied Jdedt 99 © dad® 3§99 I&l Wad d
wdl 99 fegt 3 ded® J9 & B 37 & fog HIwe I fq &2 &3 »ed Je few »r wadn g un
, oy vg fou 3utst fouBe o @ gwg feg golaaa IgEid8mt »r AadT I5|

fer Bet dzdfsg-infan o'z © feg W3 J fa »my g@3 feg Hedr &=t § &3 3t € nidls der
gidter JI U3 Hed' AelEt 7 Heed € €96 Hed' &iFt § 2 Hd3e <o udter J1 fegt o=t
feg Judt 99 § dio-gdl »efoelt §3 ded® duer gdter Ji

ISR © Uls (Theory of Gurley-Shaw)

ITI& M3 H & WSt I¥& Money in a Theory of Finance feg Hedr & yast & GF nige-
feergr feg wiftmis 3T e fa widfaa feam © o &3 nefout = & feam der 31 G feo
e 3 Joe 6 fa wafga feam © o o &3 feam & der 31 wefaa feam o5 S4d-<ud
yarg € 33t »ed Je feg »r A g8, Mgt feg <ew 99 feq yag J1 fegf g6t w3 dio-ddt
&3t wefant & Wy 91 3 fa Gg Hust € wsat § feg Ags3 €< fa Qg Wedmt fafagaen &
»y3d 33 3 2Yd<Ud Financial Claims € U €9 d¥ maz|

wyE U3 feg a9&7 foo Tare g5 fa diovuTda =3 Aut © feam &% Wedr oz w3 year
a3t 3 &t »Eg der JI

J9&-H € »gHAd Se-asTHdl due (Frame Work) feg »H& 837 (Real Variables) §3 HeEdr
T yIe foqiy I yd A 2udt yad & dioHeda &3t Aust de feg 92 37 5d€ HEd (Nominal
Money) feg 3=€igl wrs 93 (MR 3 »As fodw €9, »AZ mMves, wRs BWd3 ©fF w9) fee
3gtst fonm maet 31 feg €< o J=9r A€ fa "t Wedr Inside Variety & d21 Inside wedr
8T HeEgr J + fa fodl w3dmg Hest HfaQadm™ (Private Domestic Primary Securities) 3
wgfaz J, far 99 f&dt fae w3 &4 Ay m3w® feg I I&1 998R" © wgAg feg fem 94
der 3 fagfa vear yo&t vaw dds =8t fearghr § des fea yag @ Hest fafaGadh s
Yge3 9d Adel JI QEdde & #ad Hedr YoFl fAge ¥ wdle 9 sdw vedr §3Us Iaet I,
3t 87 ygeT 9 @@ feaehr & wiEs ufadasT (Maturity) § wer Aaet J1 fen 3q Real
Balance <t Har feg 3g<tst wr #idt 3

ISR € W3 J fd 799 HEd™ Y&t »3 dig-Hedd »eEd (NBFI) HEdm »3 dig-Hedd my3y
ffa@admt & wdt ads Ug frge fort w3® fae (Debt) Juedr 3t fen wHr few wms 99t €3
Hedr 3t e yge fegty J2qr ferm enr feg Aad ¥ g feg 1&6dt wig fHfagaeht 2
T & &I€ HEdT ot 3T e gt e 3t Wzt w3 a3 © fed wiau3 feg dus 3 T ydg
I35 gl feagt € g3 feg del g9d &df »Mear ug #ag NBFI & @eedt (Liability) §
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gad! fAfa@aet (Outside Securities) € 2 (Backing) d 3t Hed™ 13t faquy =dt afdet
fer 39a & d=® Inside M3 Outside HEd™ € 1S, Adl Inside W3 Outside do-Heda AUt
T A & Wedr © feaudst § u3H a9 € JI

fer yag wHt e It fa Isafsg-man © o3 & 397 a8 © o3 feg & niog-feemar <t
el »igEa-fEst 9239 §93 HJI3|Yde J1 HeEd ®F Har § mder &3t Hates yges gder 1 Gt
T WgAd dig-get &3t mimdfanit € feam @ wegr &t Har Wedt I faffa oo »ea wea © %
(substitute) AT dd€ T& M3 HEIT T Bc-He' 39 & U I&| fEH ddd HEdT € Ufduss
I3t %5 Afgg wdt FfdeT

TI&-H ¢ Aoz ©r feq weg feg & I fa 7 HEd™ i3t des Hedr & W39 (|7 yasl) & g
Jds BEl I, §a fimmer ygrerdt adt Ietl w Aiel @39 § s feg fomr a@ w3 dig-ddt
&3t mimfantt @ gram § Wezr &3t 7R 3t wegr 1St fimrer G¥@ w3 wargEet g At JI
fer @9 vear 3iFt onrgr dedt §7 €7 ded® daf © I%a® did-gdt @3t miefaut 3 & dar gdier
JI Tew 99 €3 a3 foGesH B3I fomge (Minimum Reserve Requirement) € HI3
et #Et 9, 89 NBFIs 3 @ &qr di=t #et gdiet J
dvafss-Anew € figlz »23 god-R € fwuls ©f goor

I3dfsg-Avian € THUTZ wigAd I8 uydg fenmd & w9 3 »y3y 39 3 ygifes adt Jer, Aa mige-
feere & 9% 39837 3 yItes der J1 fen 39837 feg vear & yIst 3 €9 HEd W Bd »iu@
d% Y AT J6, HHS di3t didt J1 Saddd »3 dig-ddt 3t miwfon ewrgr At i3 fae f&H
439 & 39837 § Tuler J, fAF 993 YdY 996 et §3HT uer J1 fem ya9 ogifa feg oz
HEd™ Yast § HI3eyde adt AHET, ug my3Y 39 3 feg wedr & yaFt & wize € wer 3 (fabfa
Hedr o YISt 9% 3983 w feq A J)1 q9&-H © Uz € migAd Hedr & H3gr feg dig-ddt
et wrerfant & dedt (Liabilities) < HHS Jdat wgdt 1 ferm fRuiz feg wear aiEt € W
3 Adet &3t =39 Hd3=YTs JI

J3af@e-Avan HU'3 feg &3t wedant @ fae @< = qgd famfer Hd3yds J - feg Aust ©
ydleed (Purchasers of Assets) € 37 3 fimfer HI3eUds I51 feg ¥ 398 deedt G35 Fge
I5, 8T HIZRYIs &t J1 g7 w3 digddt K3 »ied fer Bet HI3yds Js faBfa Ga Gug fide
g5 fem v w3sy feg Jfenm fa Hedr & ydst § dad® 9 gidter J1 feg ded® Idd ¥ ©
I% faz 3 W BIr F I3 AT A JI dio-dd K3 miEfonf 3 deH® Ay fstisde (Selective
Credit Control) &1 d137 77 Aaer J|

JI&H & woHd TTH-SI W3 dig-gt =3 nefant v € fSfim feg 23 99t At ot I fafa
o< It Gug fde g5 fegt © wigAd g3a famd & &3 »ear fae féer J1 fem Idq fegf €3
WIS faAH € ded® B &t 996 ¥idiedl Minimum Reserve Requirement € GH®T
g9 w3 dig-gdt &3 niefont &gt 3 g1 Jor gidter J

I3a(Be-Fnigd THU3 € wigRg vedr i3t & 183t aiEt € »iths Jr gdter 3 w3 fem e yuar sg3
BZ Uz 3 It 99" wdler J1 ud IGHH € »igHd dedl §9 € AN feuisde Aust § dig-ddt €3t
iEfant 3 B d9&T gdter I fer 39 B0 HeEdr 3Pt § 2 HI3T ¥F Is w3 fem v fem d
39 <t femsfaz a9 <° Is1

J93-H € »gHAd did-gdl &3t med Hedr € g8 (Substitutes) #dt Ide & A d9d fegf
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3 Jefest Ay fouisde € AUs, yseRd adi dfdel fen 99d dedt d9 © Ay fouizde Hus fegt
gt 3 B J96 9IE TS| HEdT BIZT BET HeEdr & Wi=dT feg dig-gdt miefant € deerd
% < HH® dizT " grdter Ji

J3af@e-infdd € »eHd Near Money 3 ded® &I dda WdT dH &dfl fer Igd €3t & fruiz
& feoma & w9, o7 fa Hedr & yast & Hd3e fd3r J1 ug v g3t feg feg &dt dizr AT J)
I3afBe aHet & da-ddt »iefant € Qug € dgn § §3 HI3E 3T ydz G € Gud BT ¥
Ign & HI3E &dt 311 amie feg Yerd mnfam & fegt € Qud 8z € Jad § & HI3eyde
yg fer HAS 3 JI3dfee-Avian € &3 T98-7 € a3t o8 adt e I98-" Hear ©F fea
Aode fadt ufggmr B g, Awide 87 odf age| fer 993 q98-w @ AUz feg widt wear <t
feq ufggmr & ¥ 3 feg »iftis gae I fq do-ddl »iedam’ gndm HEd™ &€ g€ #dl Jd6 M3
39837 39dlg feg gad w8 © o »HI I J1 Ud Isafee-fngn € oz feg »rt wegr &t
yfggmr &7 € d 39837 & fart uger 3 fsggg afde Js1 ferm ®et II&H © o3 feg wear it
ygedis adt det, ud Jsafss-miad fHu'3 few feg &3 Uz 3 dt yudr ads @@t ot g 9 dfa
At J

o< dt U3t enmgr Hegr & 39837 Aoz Je feg wifemtl fem g3 € wigAd Near Money
T Ju feg mi8T &8 feg I8 HI3eUds &dt Idt fa fdat Hedr IHI (circulation) &9 1 FIf
feg 918 HI32Yds J fa B Hed' € @ 3 Near Money § Yudr I35 Bel f3nd g5, fa adti
fer T W3sy Jfeni fa 98 39837 AHI 3 U HI3EUds d w3 feg Baf € udlees w3 foen dda
¢ 538 & Hiuz JI

e U3t & Wedr a3t § 89 3 HI3TUdS HerfenT ¥ef & (f3Hud Wedr it 3 "a fdsn €=
ozt & fen df® § Hfenr fa B3 U 3 dedt 99 § »ud fsuisde AUst T feREd gdaT gidie
JI Y3 fA8 IJI&H € MEHT HEdd dedd § da-gd &3t niefont 3 & Bg d9ar gdter I,
I33fBe-Anfan € nigAd 83 Ue 3 897 € Gud § At &% ded® dizr wer gidter I w3 did-
g4t »refgnt 3 Selective Credit Control &q 9T grdter J|

fegt @<t fHut3t feg »AHG3E WY 39 3 993aMT »3 wiHdtar € &3t '8 fds JdT d9d Ia|

3 uygster yrsat w3 wiswmw et yge few ws 3w 3 W@ Is1 (Yst ye3)
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ygswar yrsat (Us 3 1 - 6 SEL)

1. Suraj B. Gupta : Monetary Economics - Institutions
Theory and Policy (& & 1 3 6 B¢l

2. G.N. Halm : Monetary Theory (Us &: 1 Sgl)

3. Dudley G. Luckett : Money and Banking (U & 1,2 gl)

4. R.W. Clower (ed.) : Monetary Theory (Us & 5 Bgl)

S. R.D. Gupta : Keynes and Post-Keynesian Economics
s & 3, 5 M3 6 Beh)

6. Fred R. Glahe : Macro-Economics : Theory and Policy
s & 4 )

7. Alak Ghosh : Financial Intermediaries and Monetary
Policy (Us &: ¢ )

8. Perminder Khanna : Advanced Study in Money & Banking
(Vol. 2)

rifonrn et Yus got (us 3 1 - ¢ TE)
¥ ¢ 3et w3 W
1. Hegr @ fegm @ fefsgm Qua gser Ul
2. Hedr € HZdT HU'3 feg fewa w3 Afgw quizg <t 3% 991 fen fed fagsT 8939 J9
fag
3. gds & Wz U3 ©F Wiggae3Ha 2de el
4. Hed™ €@ H& & Jdodmis frais <t fenrfimr 3931 dod & udufga wzar oz feg ft AUl
3t I& 2
5. 33837 AUtz feg Izafse-Anidw € df uares d ¢ ot fegt & fegrg feg v o3t
HJ32YIs J 2
3fgs € 3983 Iodta Aoz & fam 397 dodne s & w@ge= § g9 di37 I 2
7. Hegr § ufggHz adl fem € Iga v Sgar fell

o

22 @'3et w3 yws
1. yfggthz a9 :
(i) H<d™ (Money)
(ii) &3-Hed™ (Near Money)
(iii) H=dT FIH (Money Illusion)
(iv) »fedal w3 ¥gdt Hedr (Inside Money and Outside Money)
(v) wedr & ufgess I3t (Velocity of Money)
(vi) H=dr & feaiu3r (Neutrality of Money)
(vi) HEd™ ¥ W& (Value of Money)
(viii) HIH3 I&at Hear (Limited Legal Tender)
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HEdT € udufad drad df I& 2
SHZ-=cedr yrgt ot 3 9
33837 dT ot I 9
33837 3 ot I J 2

TAZ Teied yEEgt € Wy wiast |t 98 2
Hegr & famit § famrs 34|

Nouhkowbd

i

feg yrs gt fefenradnt @ d=@ wifeni wet It I1 fer @ I& d9d fegmr feg o Sfmr
GIc)
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»rafax Ao € 939 €9 J It sa<ist e  gea J |

FI3T farge FF EnadT I1s=3 HEdT UYd3T ¥7d Iadadl anet (Working
Group on Money Supply) 3 93 »ied Hed' Ud3t € fTrd@Hs »i3 fer <t
Ut =7 79T HIEhT 37 | A3 I Uet Hear & f&qa ufgg iz izt famr I

1. AS3T A UE JIHT &2 M3 fHA | (Currency notes and coins with
the public)

2. HaT 7T (239 9 7 2 fEs=) (Demand deposits)

3. I3 farae §F € IS AHT g U3 89 gd 2 € Y =dt ) = Aayi, f&3t

HHETET »i2 8 I fesrer vigg &3 Fraret g i |

Zafdar Iy & fea 2 A 37 fa Qast enigr ufgathzs A3 I Hedr yast
I FHT THT (Wi3T S it o) & 85 @ »igfaa aiFtfedt ffg vear €t gfiar =09
MITYIE Bl &S EIAG €1 J | RBIS He 1967 2 M, T YIHS HI 137 |

g3t fard=e S €% €47 IrgadTdl 91U Hes 1977 €9 Hear uast @ Sd-=d
a3t 3 YIsTae @7 HSTds Ids BET I3 137 fardT | fer Irgu St et
feg feg & mis H 3 BT feast »iafanit €1 o1zt faguas fg9 HI33™ & =g G=
et for € giest Igs 2 Idfamdt feg Agt €t faefar I3 w2 Su-Jy Hfent <t
USTS dds QUIR 3t © »imgrg 3 Adt It At ITfsar UF 99, 17 fa H=ar uATg
3 TEHE yg=es Iae Sd-2d IO &7 HEUS3 Jde | dIdU & Hedr 93d & »iast
»grg § 2UJ YIFEAH g8 »3 fEr € »ifidd 8433 (Coverage) & @U@=
SE YegT 833 €9 M, »3 M, = fHais <t gsgtenr | M, g M, 3" fesrer
STt fEg 93 U3t fog ot 9t & & Ao =37 I 1| fer argu g 53
IrEt A9 3 ferza=z yisar M, J A f& M »i=3 STqWaT IS I& mgf I (Iraed]
HEI Y UII S EF ) J | M, M3 M, Uede= HaIg fada=e 3 @8 yafH3
=T AT I A M, »3 M, HItdEa yamw=s I<t J |

Faufeoa M, M,, M, M, ferysrg g

M, = ISHI mi=x fR-HI9T gi+RBI A& AT It

M, = M, + STadrfani f&g o3 83 I Myt It

M, = M, + FF I fim et it (5139 ' it iyt €5 )

M, = M_+ SIS 93 HIIGE IS /g I& ITH (TR 93 YyH'= U=3d &5 )

HegT Ug=t @ fEgi 9797 concepts = M|, M, M3 M, feg" M, »3 M_ & It
HIZ=UIS HienT AT faar I | M| & HedT uast €1 Hgfa=s ufggmr m= M, $ Hedr uast
<t ferafas ufggmr faaraer I | feg =i ffo ega a=s it T ufani =7 3 | ug
M, €t ufggm € feq we feg J fa feg e a3  fimrst afani § e J, Aefx
HASST @1 WMIUET g3t a1 fBg @37 farr J1g 3 &3 niefan &g St fimrdt gisni e
gu fEg Iftmraerd |

Hegr ugst € fegt g9 ufggmre fegd faga=s 83 = M, »=3 M3 It dg

* F& AHT ITHT T HI ST ITIAUTSHT © 593 M3 Sudt Sudt e 2 fil-eret (Fixed)
g3 |



M8 (Wew AH39) Mines T yauT - 304-305 (vruws Sht)
(st iy qfedan)
us 3 : 1.7 Byx ; 7. fors A9

yeer ya3t er fagiz (wastwrsl yeer)
(Theory of Money Supply : High Powered Money)

ghar : wadEt e
far €t yarg & vear atFt € »ug Hedr ydst § fsaufaz 99 @@ 33 d€ Js1 fen 99d feg
vieHd I fa »iHt Wedr yast & ufggmr w3 Hedr yddt fendne (Af B9 yfger fan a% wedr yast
gt fAgwer det J) 3 A I AEe | Wedr udst § feduas 996 @@ I3 I6, HeEdd yrifgardt
(Monetary Authority), ¥a "3 »™ 7537 (Public)l fgt fed Heda yfardt AZ 3 20 HI3YIS
J, ug wHt §3F M3 763 € I8 (Role) § & wiEfSer adf 99 Hawl
Hegr yast <t udufga ufggmr feg »ft #e3r € 9% ddHt (Currency with the Public) m3 €%f
&t g9t € feg wy-9Ht (Demand Deposits) & 3¢ I71 fen & Wedr & Hafez ufgemr af M,
faar #er 1 wegr & femarfaz ufsgmr #t M, few wit a9t @ oo g9t € few g9 yag
T AgiEnt § B Ifl Hedr ydst ©f ufggmr few mH-AH 3 ufgedss »ii@er fgor 3 »3 SaEar
J99 dedt §9 HEd f5U3de € 9 €9 mE&I»&dr AR 3 HEdT Ydst & »Edrm@dr UfggHT yuar
feg fenr@er Ji

Hedr yast & a3 feg »iHt € yag & Hegar 3 e I€ Il feq 3t I »iH wedr (M A
M,) faret ufggmr §%ug i3t wr gat I »3 fam & fem 397 wamfenT &1 Haer J

Mor M, or M =C+D

& C = ws3" € d& ddHt (Currency in the Hands of Public)

D = 2ugd ¥d7 ¥ J& #63" € Demand Deposits

Hed' € gAdt uder J RISl Hed' (High Powered Money) A & H &% Tgrtfenr
Aer 3 w3 7 3 Jdedt 99 (A7 Hedd yiudrdt) eaar #dt diSt AiEt 31 993 feg HaSHE Hedr
feg »Ht @7 HeEdr B¢ If ¥ fg fowde d9 € I& Jet J1 feH § Reserve Money # Base
Money fagr #er 31 fern HISHE Hear & Aofesr &% Demand Deposits &g €t grer @r
3T 7 ma=T J1 (It has the quality of high poweredness i.e. the power of serving as

the base for the multiple creation of Demand Deposits)
H = Currency held by Public + Cash reserves of Banks, ## H=C + R
< MS = mH
ff@ M_ = wedr ya3t (Money Supply)
H = Ha3H& Hear (High Powered Money)
W3 m = HEd" dIed (Money Multiplier)
fer us feg At Hedr dies € yfger (Money Multiplier Process) »3 HISHE! Hed

$ ygez 995 & I3 ¥1d Ul
54
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g ufgst e fa H § masted wear fa§ fagr #fer I
g Uzt 3 fa Jedt g9 »ust deedht (Liabilities) #dt Ider d, & fa =uga gaf
o Bzud (Assets) g et 951 feg Sedt Idrt 7 fsufae € gu feg dedl 99 I8
ugd gaf € HUSt I »H BaT I 2t g9Ht € gu few Jedt g9 & deedht Jet gs1 fem
AUzt € »ug 3 2ugd 99 f3HTE faufie e fsane 99 maer J1 dedt 99 & Huzt feg 3gaiasht
Her JI
Hedr yadt ¥ fegude feg H A9 3 20 HJI32Yds 99 JI feH d9d Wear yast € a3
& Wedr yast € H fAu3 (H-Theory of Money Supply) = fagr #er Jifen § wear yast =
s fAT3 (Money Multiplier Theory of Money Supply) & fagr #fer Ji
yeor g yfpr
HEdT 316 ©F Yfgnm & »iftms aas Bt wHt Wedr ya3t €t ufagt ufggmr yuar feg
fonrratar -
M, =C+D
D, R¥ Jed (Multiple) d 7€ fa R, H € f&d d¥5 (Component) JI feg R dt I
7 H$ 203 Aastmg seger Ji
M, & Cn3 D foaufas da€ g5, 7 fa C 3 D & »H #63™ w3 UG 88 yges e
I5| MG ge e wed fag ger Jet I ¢
gy feg miHt &g He 3 98¢ If fa 783" & Ieem (Behaviour) adt geswr| fen =nr
feg 2uga €97 gndr IIEs AT Deposit Creation faA yad der J, fen &t »ift Jo f&dt wdst
Jue It
1. »H #&3T »uE Currency Deposit »au3 &df ges<l, faRer »ogg J
Currency Ratio Cr = C/M_wfgd 3fder 31 ga wae' few »ft afo wae If fa
63T & f3at adrt € B3 3, Gg OF 9% J w3 U Heg swHl 39 3 99 feg
at J Aet I
2. Ad 2UTdd 89 muet foaufas agat auet gan (Legal Reserve Requirement)
33 Adt myf IHT QU €% I8 AW € wgw J d9af I% @U fgwde fHeg ¥ gdrHd
Jd¥ TS| (The banks lend all deposits upto the legal reserve requirement

set by the Central Bank, i.e. excess reserves get fully exhausted.)

3. J3d Udd ¥ e feg weRd d fa €9 »u@ Demand Deposits € 20
Y3H3 g€t fawge feg duedll (Each Bank is required by law to hold 20%
cash reserves against its Demand Deposits.)

4, 997 € Assets (Szedl) fAge fomge »3 Gug &3t et ot € gu feg o w3
Liabilities (€g=<d!) Demand Deposits € gu feg Is|

ge Vs B2 fa fan fea gq feg fead gud gue aae myf J9<€ d€ I&1 feg gaH =yt
Je € 3% ¥9 € Demand Deposits feg & @mr Jdfenr 3 w3 sae fowde few & far 397
& mst 3 83 H, OF wigwg feg g9 (A & Ags3 BEt it g9 1 afg fée of) fem gt
feg 200 FUE (1000 JUE & 20 YIHI) »US d& &<l dd d ¥dl & 800 gue Qug fder Ji
fern yfgn™ & &8 a3 (T-Account) €mdT EIHTENT AT HIE' J
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¥ -1 er &t - yar

Assets @D Liabilities ()

(1) ae mf + 1000 f3Hts fsutne + 1000

(2) (i) &I IHS FaH + 200 f3Hts fsufne + 1000
(ii) €ua + 800

et ufagt WE3 wigAd far fenast 3 feg soo gue < ot Gug =t I, G fem ot §
MUE % &7 ¥ J g9 11 feg (M8 G = uzr J) Aff g9 €7 JI ge 99 I © d 800 U
¥ Demand Deposits m3 Cash Reserve @7 J 3€, fam fed §a 160 U (800 JUE = 20
YEH3) »UE 9% sd€ 99 d el © 640 JUE oA fenadt A AR § Gug der J1 ¥9 11w -
31 feH Yydg gEent #edr
o - 11 e & - yar

Assets @D Liabilities ()

(1) B2 Wy + 800 etz faurfe + 800

(2) (i) I IHS FaH + 160 f3Hts fsufne + 800
(ii) €ua + 640

Fa III) feg myf Jger der 1 HEI (1) € »igAd 9 111 fer fod 128 U8 (640 JUE & 20 YSH3)
age fgmge du @ g<&t € 512 quE fan ¥98 femast § Gug der 31 g9 11 w du3 feH yag
o T

a9 - 111 er &t - yzr

Assets @D Liabilities ()

(1) sa= Wy + 640 fsHts fsurfre + 640

(2) (i) I IHS FaH + 128 f3Hts fsufne + 640
(ii) €ua + 512

Ufee fAeg 3 adt udg AT
Ttz wigAd fem yfgem & fer 397 fafmr aaar)
9% Demand Deposit = 1000 + 800 + 640 + ...............
Jge 1000 = 1000



WH.E. (Wdg HHId) HAAET 3T 57 URS - (HeT w3 dfdan)

fer 3gt 800 = %x 1000 800=80% of 1000= @XlOOO=iXIOOO))
100 5

2

"3 640=i><8002i><i><1000=(i) 1000

S S 5 S

Hazda IHT feg ¢

Hs < : AB = 87 mdgd Il A € &% dfdar fHHeH & fawde ¥@H (Reserve Base)
gefen § (A3 A feg = Rs. 1000) R, = fsnis fsufue &t fogge wenazt (A3 an feg 20
ydH3 7 1/5);r=1-R, (80% 7 4/5 w3 an feg) feg’ Hast &t wew &% wit & Demand
Deposits & fer 337 &y Aae o' :

AB+ABr+AB 124

He B2 feg At yfamm n edrt feg 3w It J1 29, I8 fsufae (Total Deposits)
w wE (S) 9

S=AB+ABr+AB - 1r2+..cccccomveenn... AB-r?!
7 S=AB (1+r+r2+ ........................ +r“‘1)
1-r"

feg f&g Geometric Series d AR @ 73

- JI 8 n T ¥8 gg3 fmmer J29m,

H3®E n—oa 3 r" >0 88 feaus I fsufae d=Ir -

S:

1
AB
4B (1)
Udz r=1-Ry # 1-r=Ry

mages (1) feg 1 -r & ¥& 332 IT

1
i AD=AB-—
SH R

d
/@ S #T AD Demand Deposits feg Jgt 3udiagl § wanget I
g€ 73 Qudaz Gvade feg AB = 1000 que
R, = 20 Y3 = 1/5
fer g9d mlage (2) g 7<df

¥g3 HJ 99 &1 Yd3 ddd »iggleerar fdg ffqd dt eafiardt (monopoly) ¥ J, 37 & demand
deposits &g mar It @Ur JS9r #ad g&T &€t AT assumptions §dt Ifaz|



WH.E. (Wdg HHId) HAAET 3T 58 URS - (HeT w3 dfdan)

AD = 1000><L = 5000

15

1
mtage (2) 3 feg & uzr Fawr I fa D w3 R, few @@cr Hdu I R—d‘émﬁrww

At Money Multiplier & afde gt feg €rer J fqa RaIHS vegr few feq ym &3 9 @0
¥ HG3T A8 Hedr yddt feg fder @mr J2ar
Heg-gIed € feg U 3 T feq ¥g3 AUdE meAg w3 mEm3fed HE3T (Unrealistic
Assumptions) § & d dfenr HI mg gz Sdie fa 7 »rt miuet ufgst w3 gt W83 & relax
JIe I I HEdT P faH 3T IH dger I
Hedr yast M, =C+D

........................ (3)
M3 H=C+R e, (4)
g H "aZH@l Hed 3 R U9 89 9% Nominal famde Is|
migge (4) € €3 ufi & M 3% €3 o€ I8 ¢
H_C R
MMM, e, (5)
R R R R R
M & vl € F9d @ few Faw 9f = —+—
s M, D D M
R R R
. & R_R RM_RD
M, D DM, MD
~ R_R RM;-RD
" M D MD ) e (6)
~ R_R_R(M-D
T M, D MD
G R_R_KRC (mflage 3) 3 M,-D=C)
M D M.D

»
2]
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. R R C R
T o—=— = (7)
Mg D M, D
R
M T feg ¥® mftags (5) feg s9e JT
H C R C R
T TR R e, (8)
M¢ M¢( D M, D
ﬁﬁhi:Cr 7 JIHT meu3
@%—Rdwfaﬂaefswfﬂzm
fer 3gt AHiage () g= widt 3
H
= M, =Cr+Ry -Cr-Ry
M 1
T H Cr+Ry-Cr-Ry
‘ H 1
Cu

MS_Cr+Rd—Cr~Rd_Cr+Rd—Cr‘Rd'
ge Crm3 R, ¥2 »aus (Ratio) & fagl v ¥® fex 3 uie I, fem =&t fegf @ aref
(multiplication) & H& fegst € TUI<Ud W& 3 UWe J<ar|
i,e. CrR ;<1
ygf8a € @3iaT (behaviour) JdHT M3 HEdr yadt € »igu3 3 waRTes wier J, fam & fa
nHt adHtgU3 (Currency Ratio Cr) dfde gs1 AuHe I fa feg wmiguz feq 3 ue Jeam
ugg €9 € 39T Gyt © fowge »3 fsufae © niguz 3 wantenr wier I R & wiHt fowmge-
a3 (Reserve Ratio R)) dfde Ja1 yar »gng feg & gimr fea 3 we foor I
fen = wigg feg Ifewr fa Ag9 madtedl wegr (H) Affg 9 37 As9 Cr af R, few @mur Jer
J 3T Hegr YISt weahtl fer 99d Nominal Hedr yast H & W39 € &% HU »iguz feg »i3

1
Cr+Ry—-Cr-Ry
It »3 fauae wigus 3 @8c femr feg gedarm gwifa feg 5 99 (H, C, R)) udl 3g7 Hedr
ydst § f6auas &t 99e, Ud 89 = Hedr ydst €9 3uEidl & dHE (YITes dd6) ®Et 93 HISSUdE
Js| fen 99d fegt @ proximate determinants of money supply fagr #fer J1

Cr i3 R, ¥ % §8 wigu3 feg <qaftl fem €@ a8 Ot yedr 9efd m =
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wadwEt yeor § ysfes a9 v I3

i 3T fa »At ufgst €7 g9 of H=C + R, A7 & wgg €9 Hed™ J # fa HeEdr
yfaardt (Monetary Authority) g»dr #dt dist #et 3 »3 7637 w3 g9 € I8 Jet I vt
feg & 3fog mae of fa H Aagadt addt (Government Currency) W3 fowde €9 HEdr
(RBM) d€t J # fa 3a w3 8 9% Jet JI AJadl agnt feg g@ € Ha »3 82 Ha AfHs
3 #e g5l fawde d9 Hedr feg 9@ € fHa § €3 @ Al ddHt daf € I® fsufae »3 I
wdt g3t & gd faufae wivs a3 @i g61 H & d% H3dr feg ddrt @ niguz we Jer J|
fer 99d H feg ¥ 39 3 RBM dt wfig di3r #fer I w3 RBM feg 3u€tdl »Be 3 H feg
& 3atEt vr@Et I

Aa3tH™8T HE¥3™ § Monetary Base, Reserve Money, Base Money #T
Government Money & fagr #er 31 &d & Deposit Money fdal figrsT a9 wa<t J, fen
1% 3 5939 J fa R (fomge vwean) fdat I »=3 fem Wedr fod fazsr A 763 »ue &% Juer
gigdl I "183T Mud 3% fdat adrt Judt J, feo fem 918 3 foggg dger I fa Saf & dfdar
@ wrest fad fadh g, Sfdar Aee’ fan Jv 39 Qusdy J6, #a3" fan gu feg wierfeafnt
AT Jaet I J9Ht fsutae nigus feH 9@ € Hexd 3 fd #a3 fan 28 »iue d& fdat Idrt
Juer grdet Ji

gat € f3ufae fHavs ags & miger fer 9% 3 < fsdgd dget J fa Qoo & fomge 99
I fdat Hegr duet J1 fen d9d HEd™ ded € H& (7 fd Hedr yast »3 fogmge Hear € feg
Heg AEUZ dder J) 3 IO f3uae migu3 1951 3 BArsd wienm J # f3 gaGer J fa dfdar
At feg femgg dfewm J w3 daf feg Wyt UHt =gt J)

fomge HeEd™ # HIASHSI Hedr € WY H3 (393 ) Jdo fod I -

fande vedr = fgmge €9 ¥»dm AIad & 3t A (Net RBI Credit to Government)

+ foggge 9 e g7 § &3t Y (RBI Credit to Banks)

+ fgmge g3 & fedHt Hedr 59 (Net Foreign Exchange Assets of RBI)

+ fggge €9 ¥»fdr @2w 839 § &3t Ay (RBI Credit to Commercial Sector)

- fowge ¥9 < fod® dig-Hedd Teed’ (Net Non-Monetary Liabilities of RBI)

AIdd ¥ ¥9d ¥ 39 3 RBI (Jedt §1) dedt »=3 I AId9T § AY yE's dder J1 feg A
Aaadl HfaGae feg fsem agad fi3r mier J1 ¥g3 @dt dedt W3 99 AIad RBI d& mu@
fsufye <t Jue g1 fegh fsufwet § 9% RBC 3 wer d f6d® (Net) RBC yuz di3r #er Ji
feg 33 H & W39 2uGe Bel Ag 3 U HI3YIs J|

fer 3¢ RBI 2udd dat § HIadt fafagaeht il A yers dger J1 ud3g =ugq daf 3
JIsit (Usance Bill #f Promissory Note) udte € Ay €= § fen At feg adt dhmr mier
fer 39t = A 3T OF 939 € u3 few wow Jur 3, fam few feg I amdt dighit widh o)

RBI fegmadt gat & < A yes J9er J1 feg Ay goar € d A fogt dat & faQadt
feg fsem ggd i3 #fwr Ji
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3t BT muet wIs adHt feg »refealt ager d w3 H & Wizar § 2uler J1 #Ae G feer wear
2gvr J 3 H < yI3t Weet I1 feedt vegr & udle sduz wset Ifdet 91 fen gdd fegh <ef
¢ fegdd € €dd TU HI3YIs JI FIE6 Fdt wrer H & yast § weger Ji

fowge ¥4 I® ffd U non-monetary resources ddi, 87 67 It H 3 ue fsgga
J29r (gd °939T § AU 2 BEl) fem I3 § fowde HEdr € H3T T8 mHlade feg we®
(Negative) = forrs f&3r wier J|

7T g9t € aae fgwge mau3 (CRR) =ufen wer J, 3F H € g% AT RBI 4% 9& A"
J 7 CRR wefent wier I 3F g5 H g d% wr #@fer 31 A Bt CRR due &8 H weer J
»3 CRR Uee &% H & W3d 2udt J1 fen ®et fen Disposable H $ »H! Adjusted H &t
gfde gt w3 fen § H* 3 & wanr fde i

gT yAs feg Gz I fa ot H #3339 39 3 fogufos Iet I & odt »ft »my 39 3 feg
& Haed gt fad H B339 39 3 HeEdyfuadt ot fagufaz dget d1 ud feo 918 yds 39 3 34
&t wrAt e fuadt v v3sg Jdedt 99 It Y I5 # »dlar e9dr €F BE 3T Adt I (BF
T dedl 899 IT 2398 fdude HHeH FA9ad © ded® I &dl) Ud 393 =Jdr ©F e feg 3la &t
J fagfa feg = Jedt 97 Aaad 3 ydt 39 H339 & €8 Hadg fier 99, dudt g3 3 Guad
¥ Aadl I fen d9d g9z feg dedt g7 v we &t €3 feena (Deficit Financing) 3 det
Hd &dl, I®ifa ways and means advances € Y& 3 93 J€ I fom ygr 3 99 et I
fen Bt I3t Hegg feg Hea-yfyardt € W3sY fodde 99 »3 dedt Aaad €< 3 J
fifar

HEd™ YJ3t Hed™ dIed W3 H ¥ef 3 5999 Jaet J1 H ydt 37 & fHuisd 39 3 fegufas
adf di3r AfeT maF e § HeEdr yfiadt € o8 &8 899 »i3 #e3T @ fsdufas gadt I fen 397
HEd' 9Ied m § & fHde dedl ¥ f5auds qoer J, feg 73" w3 g9 © &3t Srfentt 3 &F fogga
Jder JI A AH (Long Period) €8 m & f53ud3 996 et dedt 899 Wy 39 3 dH dder J,
yg feg 3@ 83 AH (Short Period) et Adt &dt J1
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