Hi professor and class,
[bookmark: _GoBack]The economics of money and banking support the theory that low-interest rates on loans obtained from formal and informal financial institutions are the leading causes of inflation. People urge to borrow money increases and this increases liquidity. Overconsumption is the result of this trigger, and the manufacturers are forced to hike the prices of commodities; this explanation substantiates the phenomenon of inflation. The value of assets decreases sharply depending on the liquidity of the people as the liabilities increase. There may be some precautions to stabilize the equation, but the probability of their success competes with the velocity of money in the economy. In extreme cases, the precautions win. But in normal circumstances, the economy; due to its population size, usually wins. Net present value is the worth of an asset at current times, and shareholder wealth maximization is the concept of fully utilizing stakeholder resources to propel revenue growth. The two concepts relate in a manner that they are both affected by inflation. Inflation causes net present value to decrease, and the only way to stabilize it is by shareholder wealth maximization. The two concepts complement each other in an economic equation.
