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Inflation has been high in India
and it is important to provision

for the same 10000
It is aptly said, what compound A00
interest gives, inflation takes "

away. Put it another way - RO

inflation is effectively the

reverse of compound Ao,
interest - its 11.I(e 2000
decompound interest.

13

Since each years inflation
occurs on top of the previous
years inflation, it means that
the effect is just like that of
compound interest. Consider
a situation where you invest
Rs.1 lakh of your

money in a deposit which
earns you 8 per cent a year.
At the same time, the prices
are also generally rising at
the rate of 8 per cent a year.
In such a situation, your
compounding returns will
just about keep pace with
the inflation.

The actual amount will increase,
but what you can do with it wont
increase in line. So, for example,
over ten years your Rs.1 lakh will
become Rs.2.16 lakh. However,
at the same time, on an average
the things you could have
bought for Rs.1 lakh will also
cost Rs.2.16 lakh. In effect, the
purchasing power of your Rs.1
lakh is not what it used to be ten
years ago. The rise in the
amount of money you hold is
just an illusion and is

completely negated by a
corresponding rise in prices.

But inflation may not be so kind
as to stay at the level of the
interest you are earning.

What if its more? And what if
this goes on for a very long time.
Suppose your returns are 8
percent but inflation stays at 10
percent and twenty years go by?
as to stay at the level of the
interest you are earning.

What if its more? And what if
this goes on for a very long time.
Suppose your returns are 8
percent but inflation stays at 10
percent and twenty years go by?

Value of Rs.10000 over 20 years of inflation
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———=Ifinflation was 5%

Your investment would grow to
Rs.4.66 lakh but things that used to
cost Rs.1 lakh would now cost
Rs.6.72 lakh. Now, the purchasing
power of your Rs.1 lakh is just
about Rs.15,000. Your investment
has actually made you poorer
though many may not have
realized the same! In our country,
over the past thirty to forty years,
the inflation rate has been either
the same or a little bit higher
than many of the deposits that
are available. Unfortunately, far
too many people think of the two
problems as unrelated.

The common problem is the inability
to account for inflation. People think
in nominal terms and the future impact

of inflation is awfully hard to internalise.

The real solution to this is that we
should become a low-inflation economy
but since thats clearly not on the
agenda, savers should mentally always
adjust for inflation.

If Rs.1 crore sounds like the kind of
money you’ll want twenty years
from now then you’ll actually need
to have about Rs.4 crore if inflation
rises by 7% every year. If you work
backwards from there, you’ll need
to save about Rs.68,000 a month if
the returns are 8 per cent. By the
way, if you don’t already use it

2584
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THE RELATION BETWEEN INFLATION AND INVESTMENTS

then google rule of 72, which
makes quick and rough
calculations of this sort easier.

That’s a depressingly large amount,
but there it is, there’s no escape from
the arithmetic. What that actually
tells you is that over long periods of
time, you need a form of investment
that’s inflation adjusted. That equity
is risky, is drummed into all investors.
However, it takes just a little thinking
to figure out that inflation is riskier.
And to match inflation, and to get
real returns on top of that, you have
to latch on to something that goes up
with inflation anyway.

This is not difficult because the value

of goods, services and assets in the
economy is inherently inflation-linked,
that is adjusted to inflation. And so risky
or not, equity and equity-linked
investments are options that may protect
you from inflation.

SUMMARY
Rising prices, also called inflation,
neutralise the money that you earn
from your investments. To judge
how much money you are really
making, you need to take inflation
into account. For example, if
inflation is 8 per cent and your
money is in a deposit that earns
9 per cent, then you are earning
only 1 per cent. Since inflation
pounds, (like pound
interest) its long-term effect is
very large. For example, if
your money had doubled in the
last ten years, it has actually
not grown at all in terms of what
you can buy with it.

Source: -
www.franklin
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Most Popular Food Choice- Junk Food

Imagine a plate of hot French
fries and a huge burger with
hot cheese oozing out of it,
and a large serving of any
aerated drink; looks like a
treat! This calorie dense junk
food

does look mouthwatering,
but is known to be nutritionally
poor. Junk food or fast food
has become an increasingly
popular food choice to grab
when on the go. Ideally, junk
foods are defined as
processed foods with
negligible nutrient value and
are often high in salt, sugar
and fat. But we often confuse
fast foods with junk foods.
How are they

different? Or what is junk food
really ? We have got the
answers for you!

What is junk food?

Junk foods are processed
foods consisting of high
calories, but that is considered
Only as a broad umbrella.
These foods are prepared

in a way that they look
appealing and are enjoyable
so you are chemically
programmed to ask for more.
According to Dr. Sunali
Sharma, Dietician &amp;
Nutritionist, Amandeep
Hospital, &quot;Commercial
Products including but not
limited to salted snack foods,
gum, candy, sugary desserts,
fried fast food, and
sweetened carbonated
beverages that have little

or no nutritional value but
are high in calories, salt,

and fats may be considered
junk foods. Though not all fast
foods are junk foods, but a
great number of them are.
For instance, a salad may

be fast food, but is definitely
not junk food. Some foods
like burgers, pizzas, and
tacos may alternate

between junk and healthy
categories depending on

the ingredients, calories and
process of manufacturing.
&quot;

Why are junk foods bad for you?
Frequent consumption of junk
food increases the intake of
excess fat, Simple
carbohydrates, and
processed sugar which may
lead to a higher risk of obesity
And cardiovascular diseases
among other chronic health
problems. The resulting
obesity may begin clogging
up the arteries and lay the
basis of an impending heart
attack. It has also been
suggested that eating junk

(Nutritionally healthy or not)

food affects the brain in the
same way as consuming
addictive drugs. An
addiction to junk food may
even result in rejection of
healthier food options like
fruits, vegetables, salads etc.
leading to further lack Of
nourishment.Some Harmful
Effects of junk food In his
book, Encyclopedia of Junk
Food and Fast Food, Andre
F. Smith defines junk food
as, &quot;those commercial
products, including candy,
bakery goods, ice cream,
salty snacks, And soft drinks,
which have little or no
nutritional value but do
have plenty of calories, salt,
and Fats. While not all fast
foods are junk foods, most
are. Fast foods are ready
-to-eat foods served
promptly after ordering.
&quot;

The more junk food you
consume, the less likely
you are to consume

the essential nutrients

that your body relies on.
You know that junk food
can hurt your health,but
you may have not known
about the effects of junk
food on how your brain
functions.

1. It can cause memory and
learning problems

A study published in the
American Journal of
Clinical Nutrition in 2011
showed that healthy

people who ate junk

food for only 5 days
performed poorly on
cognitive tests that
measured attention,

speed, and mood. It
concluded that eating

junk food for just five

days regularly can
deteriorate your

memory. This probably
stems from the fact

that a poor or toxic

diet can cause certain
chemical reactions that
lead to inflammation in

the hippocampus area

of the brain which is
associated with memory
and special Recognition.
Diets that are high in

sugar and fat can

suppress the activity of a
brain peptide called BDNF
(brain-derived neurotrophic
factor) that helps with
learning and memory
formation. Moreover,the

brain contains synapses
which are responsible for
learning and memory.
Eating too many calories
can interfere with the
healthy production

and functioning of these
synapses.

2. Increases the risk of dementia
This has been one of the
scariest discoveries
associated with the
consumption of junk

food. Youmay know that
insulin is produced in the
pancreas and helps in

the transportation of
glucose to fuel the body.
Insulin is also produced

in the brain where it helps
in carrying signals

Between nerve cells and
forming memories. A

study conducted at the
Brown University shows that
Too much fatty food and
sweets can substantially
increase the insulin levels
in our body. Just like in the
case of Type 2 Diabetes,
with higher levels of insulin,
the brain stops responding
to this hormone and
become resistant to it.

This can restrict our ability
to think, recall or create
memories, thus increasing
the risk of dementia.
Researcher Suzanne de

la Monte, M.D., A professor
of pathology, neurology,
and neurosurgery at Rhode
Island Hospital and the Alpert
Medical School of Brown
University was the first to
uncover this association.
Following this discovery,
most scientists refer to
Alzheimer’s as a form of
diabetes of the brain.

3. Lessens its ability to control appetite

Excess consumption of trans fats
found in fried and processed
foods can send mixed signals to
the brain which makes it difficult
to process what you have eaten
and how hungry are. This is
probably why you end up
overeating. Healthy brain
functions require a daily dose

of essential fatty acids like
omega-6 and omega-3.
Deficiency of these two
elements increases the risk of
attention deficit disorder,
dementia and bipolar disorder
and other brain-related problems.
Over consumption of junk food
may displace these with trans
fats which are harder to digest.

A 2011 study shows that trans fats

may cause inflammation in
hypothalamus, the part of brain
That containing neurons to control
body weight.In worst scenarios,
the habit of overeating can be
similar to drug addiction to an
extent that relying on junk foods
may activate the pleasure centers
of the brain greater than receiving
drugs.

4. It can cause chemical changes
that can lead to depression

A lot of studies have shown that
eating foods high in sugar and
fat actually changes the
chemical activity of the brain
making it more dependent on
such foods. A study conducted
at the University of Montreal on
mice showed that they suffered
with withdrawal symptoms after
Their regular junk food diet was
discontinued. In humans, these
withdrawal symptoms can lead
to the inability to deal with stress,
make you feel depressed and
eventually you would turn back
To those foods to comfort
yourself and handle these
feelings. Soon, you may be
caught in a vicious cycle even
before you know it. Also, by
consuming too much fast

food you may lose out on
essential nutrients like amino
acid tryptophan, the lack of
which can increase feelings

Of depression. An imbalance

of fatty acids is another reason
why people who consume more
Junk food are at a higher risk of
depression.

5. It makes you impatient and can
cause

uncontrollable cravings

Eating a sugary cupcake or
doughnut may temporarily
spike your blood sugar levels
making you feel happy and
satisfied but as soon as they
return to normal you are left
feeling all the more irritable.
Fast food is packed with
Refined carbohydrates

which cause your blood

sugar levels to fluctuate

rapidly. If your sugar levels

dip to a very low level, it

can cause anxiety,

confusion and fatigue. With

high content of sugar and

fats, you tend to eat too fast
And too much to satisfy your
cravings. This can inculcate

an impatient behavior while
dealing with other things. Fast
foods and processed foods

may be laden with artificial
flavorings and preservatives
like sodium benzoate that

tends to increase hyperactivity.

-Utkarsh Singh
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