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SUMMARY

Keynes’ Theory of Demand for Money
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Keynes' approach to the demand for money is based
on two important functions-

1. Medium of exchange
2. Store of value

Keynes explained the theory of demand for money
with following questions-

1. Why do people prefer liquidity?
2. What are the determinants of liquidity preference?

Motives for Liquidity Preference-
B

The Transactions Demand for Money-
People require money to carry out day-to-day
transactions but most of them receive income once in a
month- Individuals hold cash in order “to bridge the
interval between the receipt of Iincome and Iits

expenditure”.
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