Calculating with our
Money Demand Function

Part 2

Calcutations in Nominal terms
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The Basic Tableau

Calculations in Real terms "
(1) (2 (3 (4) (5 (6) (7) (8 (9
Non- Carry | Money | Wage | Present [ Wealth [} Money | Assets, |Price
monetary| over |Balance: Value of Hold- End of |Level
Assets Plus | Carried |Income| Future ings Period
Carried | Real Over Income

Over Return
1 $480( $480 $96 $57.6| $(153.6)( 1.00
2| $(153.6)| $(230.4) $38.4| $300 $720( $528( $144 $86.4| $(122.4)| 1.50
3| $(122.4)| $(183.6) $57.6| $630 $630[ $504| $216 $129.6|  $158.42.25(
4 $158.4| $237.6 $86.4 $324| $324 3.37
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The Basic Tableau

Calculations in Real terms

The Surprise Column

(1) (2) ©) 4 (] © | (7) (8 9)

Calculations in Real terms

Non- Carry | Money | Wage [ Present | Wealth C Money | Assets, |Price

monetary| over Value of Hold- End of |Levell
Assets Plus | Carried |Income| Future ings Period
Carried | Real Over Income

Over | Return
1 $480| $480|  $96| $57.6| $(153.6)| 1.00(
2| $(153.6)| $(230.4)| $38.4| $300[ $720| $528| $144 $86.4| $(122.4)[1.509
3 $(122.4)| $(183.6), $57.6| $630) $630| $504| $216| $129.6| $158.4|2.25()
4 $158.4 $237.6] $86.4] $324| $324] 3.379

(1) 2 ©) 4 (E] © | (7) ) )

Non- Carry Money | Wage | Present | Wealth Cc Money | Assets, | Price|

monetary| over Value of Hold- End of |Levell
Assets Plus | Carried [Income| Future ings Period
Carried | Real Over Income

Over | Return
1 $480| $480|  $96| $57.6| $(153.6)| 1.00
2| $(153.6)| $(230.4)| $38.4| $300[ $720| $528| $144 $86.4| $(122.4)[ 1.509
3| $(122.4)| $(183.6)| $57.6| $630] $630| $504| $216| $129.6| $158.4] 2.25(
4] $158.4] $237.6) $86.4] $324| $324] 3.379
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Familiar Friends

Calculations in Real terms "
(1) (2 3 (4) (% (6) (7) (8 9)
Non- Carry | Money | Wage [ Present|Wealth| C Money | Assets, | Price
imonetary| over Value of Hold- End of |Levell
Assets Plus | Carried |Income| Future ings Period
Carried | Real Over Income

Over | Return
1 $480|  $480| $96| $57.6| $(153.6)| 1.00
2| $(153.6)| $(230.4) $38.4| $300) $720| $528| $144 $86.4| $(122.4)| 1.50
3l $(122.4)| $(183.6) $57.6| $630) $630| $504| $216| $129.6| $158.4| 2.25
4 $158.4| $237.6 $86.4 $324) $324] 3.37:
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Consumption and Money Demand

Calculations in Real terms

(1) (2 3 (4 (%) (6) (7) (8 (9

Non- Carry Money | Wage | Present | Wealth C Money | Assets, |Price|
monetary| over |Balances| Value of Hold- End of |[Levell
Assets Plus | Carried |Income| Future ings Period
Carried Real Over Income

Over Return

1 $480|  $480| $96 $57.6| $(153.6)| 1.00
2| $(153.6)| $(230.4)) $38.4| $300 $720| $528| $144| $86.4| $(122.4)| 1.50
3| $(122.4)| $(183.6) $57.6| $630 $630[ $504| $216| $129.6| $158.4| 2.25

4 $158.4| $237.6] $86.4] $324]  $324] 3.37!
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Starting

Calculations in Real terms

1 1 1
= z= [ 480=-480=96 I
4438 4430

- 3

|y g1t =(%)%96=57.6 —

[ Ty : Money | Assets, | Price|
Hold- End of |Levell
ings Period

Over Return
$480| $480|  $96| $57.6| $(153.6)| 1.004
$(153.6) $(230.4)| $38.4[ $300 $720[ $528| $144 $86.4 $(122.4)| 1.50

1
2
3| $(122.4)( $(183.6) $57.6| $630] $630| $504| $216[ $129.6| $158.4)2.25¢
4 $158.4| $237.6] $86.4 $324| $324] 3.379
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(1) (2) 3 (4 (% (6) (7) (8 (9

Non- Carry | Money | Wage [ Present| Wealth| C Money | Assets, |Price
monetary| over Value of Hold- End of |Levell
Assets Plus | Carried |Income| Future ings Period
Carried | Real Over Income

Over [ Return
1 $480| $480| $96| $57.6| $(153.6)| 1.000

2| $(153.6) $(230.4) $38.4| $300) $720| $528 $144| $86.4| $(122.4)| 1.50
3l $(122.4) $(183.6) $57.6| $630| $630| $504| $216| $129.6| $158.4| 2.25()
4 $158.4] $237.6 $86.4 $324| $324 3.379
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Demand Period 1
Calculations in Real terms

(1) (2) ©) 4 (] © | (7) (8 9)

Non- Carry | Money | Wage [ Present | Wealth C Money | Assets, |Price
monetary| over Value of Hold- End of |Levell
Assets Plus | Carried |Income| Future ings Period
Carried | Real Over Income
Over | Return

1 $480|  $480|11$96 $57.6| $(153.6)[ 1.00q
2| $(153.6)| $(230.4)| $38.4| $300[ $720| $528| $144 $86.4| $(122.4)[ 1.509
3 $(122.4)| $(183.6), $57.6| $630) $630| $504| $216| $129.6| $158.4| 2.25()
4 $158.4) $237.6] $86.4] $324| $324] 3.379

Carry-over, Period 2

[ (5230.4) = (1+7°)(8153.6) = 1.5(5153.6)

] (1) 1
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1
Non-
monati 38.4 =——57.6 =—57.6
Assel
Carrie 1 + 77 1 5

Over | Return

1 $480| $480|  $96| $57.6| $(153.6)| 1.00
2| $(153.6)|I5(2304)|IS384| s300[ $720| $528| $144 $86.4| $(122.4)[ 1.509
3| $(122.4)| $(183.6)| $57.6| $630] $630| $504| $216| $129.6| $158.4] 2.25(
4 $158.4] $237.6] $86.4] $324| $324] 3.379

Wealth, Period 2

z= Present Value of Current &
Future Income + Carryover

= Plus Real Return + Money
- Nof Balances Carried Over
Asse

o 7 = §720 -$230.4+$38.4=$528

1 $480| $480|  $96| $57.6|
2| $(153.6)| $(230.4), $38.4| $300) $720(1118528| $144 $86.4
3 $(122.4)| $(183.6), $57.6| $630) $630| $504| $216| $129.6
4 $158.4| $237.6 $86.4 $324) $324]

9
Assets,
End of
Period

$(153.6)
$(122.4)
$158.4,
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I S S ST e Yy
2342877 1
= 3+ 2(*)
3
1 ;
iy = g2 0o (111012514 g6 s
Ty 3) 1.25 nd of
Carried Real Over Income

Over Return
1 $480|  $480| $96 $57.6| $(153.6)
2| $(153.6)| $(230.4)|  $38.4| $300| $720| $528| $144 $86.4| $(122.4)
3| $(122.4)| $(183.6)| $57.6| $630 $630| $504| $216| $129.6| $158.4
40 $158.4] $237.6| $86.4] $324)  $324]
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Assets, End of Period 2

Carry-over Period 2

Assets Plus Real Return $230.4
[ 1] Plus: Wage Income $300.0[T— 1
| Less: Consumption $144.0
Less: Increase in Money Holdings $48.0 .

, | Price
mob] [$86.4-$38.4] Level
2] Equals: Assets, end of Period $122.4

e ST
1 $480| $480(  $96| $57.6| $(153.6)| 1.004
2| $(153.6) $(230.4) $38.4| $300) $720| $528 $144| $86.4| $(122.4)| 1.50
3l $(122.4) $(183.6) $57.6| $630| $630| $504| $216| $129.6 $158.4 2.25(
4 $158.4] $237.6 $86.4 $324| $324 3.379
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Wealth, Period 3
Calculations in Real terms
(1) (2 (3) (4) (5 (6) (7) (8) (9)
Non- Carry | Money | Wage [ Present | Wealth C Money | Assets, |Price
monetary| over Value of Hold- End of |Levell
Assets Plus | Carried |Income| Future ings Period
Carried | Real Over Income
Over | Return
1 $480| $480|  $96| $57.6| $(153.6)| 1.00(
2| $(153.6)| $(230.4)| $38.4| $300[ $720| $528| $144|  $86.4| $(122.4)| 1.50(
3 $(122.4)| $(183.6), $57.6| $630) $630|178504| $216| $129.6| $158.4|2.25()
4 $158.4| $237.6] $86.4] $324 $324 3.379
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Assets, End of Period 3

Assets Plus Real Return $183.6
—f] Plus: Wage Income $630.0H
||l Less: Consumption $216.0]]
[ 1] Less: Increase in Money Holdings $72.0fp
11[$129.6-$57.6]
Equals: Assets, end of Period $158.4
Ve e
1 $480| $480|  $96| $57.6] $(153.6),
2 §(153.6)| 5(230.4)  $38.4] $300| $720| $528| $144|  $86.4| $(122.4)
3| $(122.4)[IS(18306)|INS57I6[IIS630|  $630| 5504 [MIS2AG|INSTI296| $158.4
4 s158.4| 5237.6 5864 $324) $324)
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Calculations in Real terms
(1) (2 ©) 4 (%) (6) (7) (] 9
Non- Carry Money | Wage | Present [ Wealth C Money | Assets, |Price
monetary| over [Balances Value of Hold- End of |Levell
Assets Plus | Carried |Income| Future ings Period
Carried Real Over Income
Over | Return
1 $480  $480 $96 $57.6| $(153.6)| 1.00
2| $(153.6)| $(230.4) $38.4| $300) $720] $86.4| $(122.4)( 1.509
3l $(122.4)| $(183.6)| $57.6 g—ﬁm—'m $504| $216| $129.6| $158.4|2.25()
4 $158.4| $237.6 $86.4 $324)  $324] 3.379
0T & Calculating with our Money
KENT STATE Demand Function-Part 2
— PR, . .~
¢ = 5= 504=2504=216
as
= 5 255 1(5) E
Cm =§1+rNc _(1 1+1.25216=1296 )
3 3 . Assets, | Price]
Fy 3 1 25 End of |Level
noscte 1 ius Caiisu [neuinis) 1 uwis nys Period
Carried | Real Over Income
Over | Return
1 $480| $480|  $96| $57.6| $(153.6)| 1.00
2| $(153.6)| $(230.4)| $38.4| $300[ $720| $528| $144 $86.4| $(122.4)[ 1.509
3| $(122.4)| $(183.6)| $57.6| $630] $630|179504| $216| $129.6| $158.4] 2.25(
4 $158.4] $237.6] $86.4] $324| $324] 3.379
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Calculations in Real terms
(1) (2 3 (4 (%) (6) (7) (8 (9)
Non- Carry Money | Wage | Present | Wealth C Money | Assets, |Price|
monetary| over |Balances| Value of Hold- End of |Levell
Assets Plus | Carried |Income| Future ings Period
Carried Real Over Income
Over Return
1 $480|  $480| $96 $57.6| $(153.6)| 1.00
2| $(153.6)| $(230.4) $38.4| $300 $720| $528| $144| $86.4| $(122.4)| 1.50
3| $(122.4)| $(183.6) $57.6| $630 $630[ $504| $216| $1296| $158.4|2.25
4 $158.4| $237.6] $86.4 $324]  $324] 3.37!
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The Last Period

¢, =;z4 R YRR YY
1+0& 1

] _ 9 | ® d
Non- m4 - O ney | Assets, |Price| En
monetary;  uver vaus U viold- End of |Level
Assets Plus | Carried |Income| Future ings Period
Carried | Real Over Income

Over | Return

$480| $480| $96| $57.6| $(153.6)| 1.00
$(153.6)| $(230.4)| $38.4| $300) $720| $528| $144] $86.4| $(122.4)[ 1.50

1
9
o s(122.4)| s(183.6)] s57.6| $630| $630| 504 $216| $120.6| $158.4]2.250
4| " $158.4|0752376|MNSEE | $324) $324) 3374 ©2004 Charles W. Upton.
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