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Money * VelocityPrice =
Quantity

Definition of Inflation: 
Too much money

chasing 
too few goods

M
V
Q

Quantity Theory of Money
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 Hold to maturity
 Sell assets
 Keep reserves on deposit at the Fed.
 Interest on excess reserves
 Reverse repurchase agreements
 Term deposits

 All strategies lead to higher interest rates.
 When?
 How fast?
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•U.S. consumer demand
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•U.S. consumer demand

•Export activity
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•U.S. consumer demand

•Export activity

•Energy markets
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•U.S. consumer demand

•Export activity

•Energy markets

•Farmland values
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•U.S. consumer demand

•Export activity

•Energy markets

•Farmland values

•Government policy
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 The economic recovery is underway.

 Stronger consumer demand is boosting business activity.

 But, deleveraging will limit the recovery.

 Questions will switch from growth to inflation.

 Will high unemployment limit inflation?

 What will start the “chasing”?

 The recovery brings opportunities and risks to the 

farm sector.
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