— inflation is not started by rising wages.

Succession in the course of inffation: Knud Tholstrup

When the amount of money grows faster than the amount of goods, we have } September 1974
inflation, as production and purchasing power gets out of balance. :

The surplus purchasing power must necessarily come from non-productive
sources of money incomes.

The concept »moneye includes all means of payment, morigage deeds and i
all kinds of 1.0.U.s as well as bank notes.

The balance between money and goods is currently established by price
rising and then comies the wage-rising, but the money with which to pay
must be available first.

Nothing can change this succession:

1.  Purchasing power {money) arises from production.

Surplus purchasing power arises from rising value of existing goods,
especially real estate.

II. The total purchasing power exceeds the amount of goods.
IIL. Prices will rise until balance is established,

IV. First then is it possibie to pay higher wages.

But new value rising is already on its way. .
, . . Sub-appendix for

a. In expectation of further land valug rising people become interested .

in buying land and thus the demand is pressing up prices, and sales

are concluded with promises of later payments,

b. Promises of later payments (mortgage deeds etc.) can immediately Appendix L.
be used as payment and thus take part in the demand for goods in .
the same manner as money which comes from production. : in

c. Expected continuous inflation encourages people to secure their
savings by investments in real estate instead of in production.

ralisim

d. The competition about the savings is pressing rate of interest up i Feb.73
and this element in turn is a further impulse to raise prices. : .

Knud Thoistrup, 1, Vester Farimagsgade, DX-1848 Copenhagen ¥, Denmark. 7089
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