Focus must be on protection of
purchasing power, not capital

Sapna Narang

pnflatlon & the raie ai
I which the general vl of
prioes for goods and serv
iops f8 rising. and. subse
quentls purchasing power i8
failing. Infiation «fMectivaly
urns this value o our mape
ey! Infation s the presamp:
tiwe iax on oUdr reloras We
shonid be gpware of. Henoe, &s
Lrrvesstrsrs. Wi naed 1o fooms nal
on ‘capital protection” bt on
‘purchasing power protection.
If & fixed Incore lnvest-
metr i givinga return of 10%
and mflation = 7%, then ol
roal-rnde’ of return 8 just 3%,
Fiagmd incoame [NvestTTaTis Gre
ha huardhizst hid by inflation. 50
ng pch beve Song term finanicial
g, Crves & 10, 20, 0-year time
fragrie, we need to create 2. port-
follo of Irvestments that will
be Inflation-prood and provide
sosibive ‘readraie’ of refurns
Good rated company de
posits, o -free bonds and debt
mittual funds are relatively
Fower sl Mo incoame Options
These would just chout give us
& real rote of refurn over the
borger v, EPF/PPF options
should e fully exsrcised as
{hary oxfBier taoc-firoe returns. Un-
legs one roqulres regular in-
eome, ofe ghould iake cumo-
latlve option in deposits and
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Debt Inpesunents

Witk fivegd reburn

& elg warabibe retum |

e Lrsstvks WEN
prtramriad for lugh

, . izl appreCiation

debt muatund fiarads io enjoy the
Pull benefiis of ‘cmpoarding
Compared o the Tnvest
ments mentioned above, oquil
thes ofTer an inflation prabect-
ad retiern over e longer berm.
A tha inpul costs20 U, main
iv dne to inflathon, companies
prms-an the illated cost o the
conswmen 5o the com panies
Tevesyes in aggregate broad-
iy peprescnl the scopomy i
self Indin’s nominal GDF
groath rade (real growth cale
plus inflation) has been 11%
per sy [pad sinoe 1978, Cur
rent GDP growth roies inthe

lzst three vears 7.9% pa real
growthand 8.1% pa inflation)
have i approximataly (6%
pa. It i not surprising, there
fore, thl the sensex has yiald-
ad nanrly 5% annunl rehirns,
that 18 posilive retirns afier
pedjisting for infution sinoe s
nception in 1976 One of the
besiwaryn (o gradually add e
pities to one's partfolio (s
through systematic inves:-
e in equiny maiuad fumsds

Eenl estate is also a good
bang terr Inflation hedger and
investment multiplier How-
ey, e o neads to laep in

nind that read estnte tends o
b redativedy (Hiquid. reguires
large [ndtial sstments and
has high tronsnetion costs
Heal mesels ke gold have
Also prowvisd to be greet indls.
tlon hedgers in the Iast few
YArs, a5 most central govern-
meinis Fave Deer o & money
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advisors and planners

play & very important nde in
sotting firancial goals and then
iviriping the imsestor ¢ xeciie a
plan. dext work we will discusy
the roie tht fingntial plandry
and advisors play and the recent
doveloprrents related to thy
profession.

printing spred, Also, gold pro-
vides & hecdps for Indiars &s it
fs an international cormmod)
tyv. It can bbb conveniently
bought and hald i the form ol
ETF: offered by fund houses
In ander to-effect ively meot
o finarecind goals, ve nead o
diversily our portfolio with -
vestmenis which will protect’
and ‘incrensa’ the ‘purchasing
power” of our hard-earned
oy over the longer haul
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