
WELCOME!
Thank you for joining us. 

The webinar will begin shortly.

Housekeeping Items:

● Please use the chat 
and/or Q & A function 
to ask questions or to 
notify moderator of 
issues

● The session will be 
recorded and emailed to 
participants in the 
next few days



AP Macro Unit 5: 
Money Growth and Inflation

Live Webinar: October 24th, 2022



Instructor Bio

James Redelsheimer has been an AP and Regular Economics teacher at Robbinsdale Armstrong High 
School in Plymouth, Minnesota since 2003. James received his Bachelor’s degree from St. Olaf College 
and his Master's degree at the University of St. Thomas. He received the 3M Economics Educator 
Excellence Award from the Minnesota Council on Economic Education and was named Visa's Practical 
Money Skills Innovative Educator of the Month.

James enjoys traveling and has been a guest lecturer in the economics department at the Batumi State 
University in The Republic of Georgia and has received travel grants and fellowships for study travel to 
learn about the economies of Japan, China, Turkey, Germany, Korea, among others, and studied 
economics of the environment in Costa Rica. He currently serves as an AP Economics reader, grading 
AP Economics exams. He enjoys teaching Economics because it relates to students' everyday lives.



Webinar Objectives

● In this webinar teachers will be able to:

• Explain how inflation is related to growth in the 
money supply

• Define and give examples of the quantity theory of 
money

• Implement effective lessons to prepare students AP 
exam questions on money growth and inflation.



Quantity Theory of Money
If a train can carry a maximum of 200 
passengers, how can it transport 1200 

passengers a day?

If real GDP is $400 billion but the amount of 
money in the economy is only $100 billion, how 

are these transactions taking place?  

The velocity of money is the average times a 
dollar is spent and re-spent in a year.

What is the velocity of money in the above 
example?
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Where do you think 
the goods/services 

below belong on the 
graph?

1. TVs
2. College Tuition
3. New Cars
4. Hospital Services
5. Toys
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The Equation of Exchange
or Quantity Theory of Money

M x V = P x Q
1. M = Money Supply
2. V = Velocity. # of times a $ is spent in a yr. 
3. P = Prices
4. Q = Real Output

P X Q: Nominal GDP

$ spent $ received



Quantity Theory of Money
M x V = P x Y 

M = money supply P = price level 
V = velocity Y = quantity of output

Notice that P x Y = Nominal GDP
Assume that velocity is relatively constant because people's 
spending habits are not quick to change and that output (Y) is not 
affected by the quantity of money because it is based on 
production, not the value of the stuff produced. 
If the government increases the amount of money 
(M), what will happen to prices (P)?





https://www.youtube.com/watch?v=78-BlZXm7wA


https://www.youtube.com/watch?v=78-BlZXm7wA


Quantity Theory of Money
M x V = P x Y 

M = money supply P = price level 
V = velocity Y = quantity of output

Notice that P x Y = Nominal GDP
Assume that velocity is relatively constant because people's 
spending habits are not quick to change and that output (Y) is not 
affected by the quantity of money because it is based on 
production, not the value of the stuff produced. 
Ex: Assume money supply is $5 and it is being used to buy 10 
products with a price of $2 each.
1. How much is the velocity of money?
2. If the velocity and output stay the same, what will happen if the 
amount of money is increased to $10?



What happens in the long-run when the 
central bank increases in the money supply?

Money and Inflation

• Short-run spending eventually leads to 
higher resource prices and inflation. 

• If inflation is bad enough, banks don’t lend 
and the the economy tanks.

Question: If this is true, why do many 
economists support expansionary monetary 
policy?
Answer: Monetary policy can increase real 
output in the short-run. 
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https://www.youtube.com/watch?v=q59tZKP0HME
https://www.youtube.com/watch?v=q59tZKP0HME


AP MACRO CEE STUDENT WORKBOOK 4-8



Nominal GDP

Nominal GDP (PQ) would increase. If the economy is not at full 
employment, both P & Q could increase. If the economy is operating 
at full employment, only P would increase. This action could lead to 
extreme inflation if the economy is at full employment.

V would increase. A given stock of M could 
“work harder” and finance more transactions 
more quickly.



M1 Money Supply in the US

https://fred.stlouisfed.org/series/M1SL


2016 Audit Exam













2012 Audit Exam







In the News: Hyperinflation

What is causing inflation in Venezuela?
What are the effects of hyperinflation? 



https://www.youtube.com/watch?v=fnLM2fXeXY4
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https://www.youtube.com/watch?v=YWrWQ4TUVW0


Any Questions?

James Redelsheimer | jred40@gmail.com

mcee.umn.edu | mcee@umn.edu | 612.625.3727

mailto:mcee@umn.edu


Thank You!

James Redelsheimer | jred40@gmail.com

mcee.umn.edu | mcee@umn.edu | 612.625.3727

mailto:mcee@umn.edu
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