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1. Introductory Remarks

2. Nonstochastic Quantity Theory of Money

P/P=M/M+V/V-Y/Y

3. Empirical Evidence

4. Tllustrations of Graphs



5. Stochastic Version

AM) /M(t) = puy(t, M)At + oy (t,M)dZy (1)
dV(t)/ V() = pyt,V)dt + oy(t,V)dZy(t)

dY®) /Y () = py(t,Y)dt + oy(t,Y)dZy(t)

6. Decomposition of Inflation and Its Volatility

E@P/P) = E(pm + By - Hy
+ GMGVPMV“"szcYpVY
—OyOypPyy + ©C Y)dt

Var(dP/P) = O'ZM + GZV + G'ZY
+ 26 MOy PMY
-~ 26 M CyPMY
- zcvcypvy)dt



7. Empirical Evidence

8. Conclusions
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