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ABSTRACT

Inflation is one of the most important macroeconomic elements that affect how people plan their money
and make investing choices. It means that the general price level of products and services goes up over
time, which makes money less valuable. When inflation goes up, the real value of savings and fixed
income goes down. This means that people and investors need to use good financial planning to protect
their money. So, it's important to know how inflation affects your financial choices in order to keep your
finances stable and reach your long-term financial goals. Inflation has an effect on many parts of financial
planning, such as saving, investing, planning for retirement, and managing risk. When inflation goes up,
the cost of living goes up too. This might make it harder for people to save and invest since they have
less money left over. Traditional savings tools like fixed deposits or savings accounts may not give you
returns that keep up with inflation, which means you lose money in real terms. Because of this, investors
typically look for other ways to invest, such stocks, real estate, gold, and inflation-indexed instruments,
which could give them higher returns and help them keep their buying power. Inflation also has an effect
on long-term financial planning, especially when it comes to saving for retirement and building wealth.
When investors guess how much money they will need in the future and how much they will need to
make on their investments, they need to think about inflation. To lessen the bad consequences of rising
costs, financial advisors stress the importance of having a variety of investments and using strategies
that take inflation into account. Central bank policies, changes in interest rates, and the state of the
economy also have a big impact on inflation trends and investment opportunities. This research
investigates the correlation among inflation, financial planning, and investment behaviour. It shows how
inflation affects how people save, where they invest, and how safe their money is. The study also
stresses how important it is to use smart financial methods that can help people protect their money and
keep their buying power in a climate of rising prices. Inflation, financial planning, investment choices,
buying power, inflation risk, and wealth management are all important words.
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Introduction

Inflation is one of the most essential things that affects how people plan their money and make
investing choices. It means that throughout time, the general price level of products and services in an
economy keeps going up. When inflation goes up, money's buying power goes down. This means that
you can buy fewer goods and services with the same amount of money. Inflation is something that
everyone, from people to corporations to governments, needs to think about when making financial
decisions. To reach long-term financial goals, financial planning is organising your money, savings, and
assets in a methodical way. But inflation can lower the real worth of money, which makes it hard for
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people to keep their quality of living and feel financially secure. Prices may go up in the future, which
means that the money you save today may not be worth as much then. since of this, people need to be
careful about the investments they choose since they need to make more money than inflation. Inflation
is also quite important when it comes to making investing plans. When prices go up, investors generally
move their money into stocks, real estate, and gold because these types of investments tend to do a
better job of protecting against rising prices. If the returns on fixed-income investments are lower than the
rate of inflation, on the other hand, they may lose value. This means that investors need to know how
inflation affects the profits on their investments.

In today's world of finance, you need to know about economic trends, like inflation, to make
good financial plans. People can maintain their buying power and reach long-term financial stability by
taking inflation into account when making plans for savings and investments. So, it is important to look at
how inflation affects financial planning and investments in order to come up with good financial plans and
make sure that wealth grows over time.

The History of Inflation

For many decades, inflation has been a major economic event that has affected economies all
around the world. It shows how quickly the costs of products and services grow up over time. The
Consumer Price Index (CPI) and the Wholesale Price Index (WPI) are two typical ways to assess
inflation. These indicators help economists and policymakers keep an eye on how prices are changing
and figure out how the economy is doing generally in a country.

There are many things that can cause inflation, such as cost-push inflation and demand-pull
inflation. When the demand for products and services is higher than the supply, prices go up. This is
called demand-pull inflation. Cost-push inflation, on the other hand, happens when firms have to raise the
pricing of their goods because the cost of making them goes up because of increasing labour, raw
material costs, or energy prices.

Through their monetary and fiscal policies, central banks and governments are very crucial in
keeping inflation under control. To keep prices stable, central banks can change interest rates, control
the amount of money in circulation, and take other financial steps. A reasonable level of inflation is
frequently thought to be good for economic growth since it encourages people to spend and invest. But if
inflation gets too high, it can make the economy unstable, lower people's buying power, and make
financial markets less secure.

Inflation also has an effect on many parts of the economy, such as savings, spending, investing,
and jobs. Inflation can have a big effect on people's and families' financial choices because it changes
the real value of money over time. People may have trouble keeping up their level of life when inflation is
high since the prices of basic products and services go up. Inflation rates in various countries have been
affected by global economic events, problems with the supply chain, and changes in monetary policy in
the last few years. Because of this, it has become more and more vital to know what causes and impacts
inflation has for good financial planning and investment management.

Background of Inflation

Financial planning is the process of making the most of your money so that you can reach your
short-term and long-term financial goals. It means looking at income, expenses, savings, and investment
choices to come up with plans that assist people and families be financially stable and safe. Financial
planning helps people make smart choices about saving, spending, investing, getting insurance, and
planning for retirement.

One of the key goals of financial planning is to help people meet their future financial demands
while still being able to live the way they do now. A good financial plan takes into account things like how
much money you make, how much inflation there is, how much risk you're willing to take, and how many
investment options there are. Taking these things into account can help people use their money wisely
and lower their financial risks.

Financial planning also helps you save and invest in a disciplined way. People who stick to a
financial plan are more likely to reach their long-term goals, including buying a house, paying for school,
or saving for retirement. It also helps you deal with unexpected money problems by teaching you how to
manage risk and set up an emergency fund.
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When prices go up, financial planning is even more crucial because it might lower the real value
of savings and investments. So, to safeguard wealth and keep buying power over time, financial advisors
often suggest using a variety of investing strategies.

Concept of Financial Planning

Inflation and investment are tightly linked because inflation has a direct effect on the real return
on investments. Inflation makes money less valuable, which means that the real worth of investment
returns may go down. If an investment makes 8% but the inflation rate is 6%, the real return is only 2%.
So, while looking at how well their investments are doing, investors need to think about inflation.

Inflation affects different kinds of assets in different ways. High inflation can hurt fixed-income
investments like bonds, fixed deposits, and savings accounts because their returns are normally set. The
real worth of income from these investments goes down when inflation is higher than the rate of return on
them.

But some investments, including stocks, real estate, and commodities, can protect you better
from inflation. When you buy stocks, you own a piece of a company. As the prices of goods and services
go up, firms may make more money and profits. This can cause stock prices to go up and investors to
make more money. Real estate and gold are also typically seen as useful ways to protect against
inflation because their prices tend to go up during times of inflation. Inflation also changes how investors
act and the state of the market. When inflation is strong, central banks may raise interest rates to keep
prices stable. Interest rates that are higher can change the cost of borrowing, the decisions people make
about investing, and how well the stock market does. Because of this, investors need to closely look at
economic developments and change their portfolios as needed. To make good financial plans, you need
to know how inflation and investment are related. Investors can safeguard their buying power and expand
their money over the long run by choosing investments that give them returns that are higher than the
rate of inflation.

Relationship between Inflation and Investment

Inflation and investment are tightly linked because inflation has a direct effect on the real return
on investments. Inflation makes money less valuable, which means that the real worth of investment
returns may go down. If an investment makes 8% but the inflation rate is 6%, the real return is only 2%.
So, while looking at how well their investments are doing, investors need to think about inflation. Inflation
affects different kinds of assets in different ways. High inflation can hurt fixed-income investments like
bonds, fixed deposits, and savings accounts because their returns are normally set. The real worth of
income from these investments goes down when inflation is higher than the rate of return on them. But
some investments, including stocks, real estate, and commodities, can protect you better from inflation.
When you buy stocks, you own a piece of a company. As the prices of goods and services go up, firms
may make more money and profits. This can make stock prices go up and give investors better returns.
People also think that real estate and gold are ideal ways to protect against inflation because their values
tend to go up when inflation is high.

Importance of the Study

. Helps you comprehend how inflation affects your judgements about money.
. Explains how inflation impacts the value of money and savings.

o Gives advice on how to invest during times of high inflation.

. Helps people make better choices about their money and investments.

. Adds to what we know about finance and economics in the classroom.

. Helps investors keep their money safe from inflation risk.

Objectives of the Study

. To comprehend the notion and determinants of inflation.

. To look into how financial planning might help with the risk of inflation.

. To look into how inflation affects investing choices.

. To look into how inflation affects savings and investment returns.
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. To find the best ways to invest when prices are going up.
. To give tips on how to plan your money well in an economy with rising prices.

Review of Literature

Shanthilakshmi Jeganathan (2024): Shanthilakshmi Jeganathan examined the effects of
inflation on the conduct of institutional investors in the Indian stock market. The study discovered that
inflation substantially impacts investment decisions by diminishing buying power and altering the real
return on investments. The study also showed that investors change their asset allocation and add
inflation-linked assets to their portfolios to safeguard the real value of their investments when inflation
rises.

Janardan Behera (2023): Janardan Behera looked into how inflation changes the value of
future financial assets and long-term financial planning. The research underscored that inflation
diminishes the real worth of currency over time and engenders uncertainty in financial projections. The
author claimed that financial planning and investment decisions should integrate inflation-adjusted
valuation methodologies to preserve the actual value of future income and savings.

Radhika Pandey, lla Patnaik, and Rajeswari Sengupta (2022): Radhika Pandey, lla Patnaik,
and Rajeswari Sengupta looked at how inflation and monetary policy have changed in India. Their
research showed that inflation is a very important factor in determining economic stability, investment
choices, and financial planning. The authors said that people's perceptions about inflation affect their
savings, investments, and the way interest rates are set in the Indian financial system.

Sunil Kumar (2016): Sunil Kumar examined inflation expectations within Indian households.
The study examined the impact of public inflation expectations on financial behaviour and decision-
making. The findings suggested that individuals often overestimate inflation, which affects their saving
and investment patterns. The study stressed how important it is to have accurate inflation data for better
financial planning and making economic policies.

Girish Mishra (2015): Girish Mishra looked at how inflation affects the Indian economy as a
whole, including how it affects financial markets and how people invest. His research showed that
inflation makes things more expensive, which affects both savings and investing choices. The author
argued that investors must adopt diversified investment strategies to protect their wealth against
inflationary pressures.

Research Methodology
. Research Design

The current study employs a descriptive and analytical research design. The study aims to
investigate the impact of inflation on individuals' financial planning and investing choices. A descriptive
method is used to talk about how inflation affects financial behaviour, whereas an analytical method is
used to find out how investors feel about how inflation affects their savings and investment plans. The
study focuses on how growing costs affect people's ability to buy things, how they save money, and what
kinds of investments they like to make.

. Sample Size

A sample of 100 respondents was chosen for the study. The respondents comprise working
professionals, small business proprietors, investors, and salaried persons who engage in financial
planning and investment activities. The respondents were chosen using a convenience sampling method
because it was easy to reach them and they were available.

. Data Collection Method
The research utilizes both primary data and secondary data sources for its study.

= Primary Data: Researchers gathered primary data through a structured questionnaire
which they distributed to respondents. The questionnaire included questions related to
inflation awareness, financial planning practices, and investment preferences.

= Secondary Data: Researchers obtained secondary data from research journals, books,
government reports, and financial websites as well as academic publications that focus on
inflation and investment topics.
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Table 1: Opinion on Whether Inflation Affects Financial Planning Decisions

Response Number of Respondents Percentage

Yes 70 70%

No 15 15%

Not Sure 15 15%

Total 100 100%
120
100
80
60
40
20

70% 15% 15% 100%
0 ] |
Yes No Not Sure Total

Interpretation
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W Percentage

According to the table above, 70% of people who answered the question think that inflation has
a big impact on financial planning decisions. Only 15% of those who answered think that inflation doesn't
effect financial planning, and 15% are not sure. This shows that most people know that inflation is an
essential aspect that affects savings, budgeting, and long-term financial planning.

Table 2: Preferred investing choices when prices are going up

Investment Option Number of Respondents Percentage
Equity / Stock Market 35 35%
Gold 25 25%
Real Estate 20 20%
Fixed Deposits 20 20%
Total 100 100%
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Market
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International
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The table reveals that 35% of people who answered prefer to invest in stocks during inflation
since stocks can give larger profits. 25% of people who answered said they prefer gold, which is usually
thought to be a safe way to protect against inflation. 20% favour real estate, while 20% prefer fixed
deposits. This shows that investors usually spread out their money to safeguard it during times of

inflation.
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Discussion

The study's results show that inflation has a big effect on how people organise their finances
and make investing choices. Inflation makes money less valuable, so people need to be careful about
how they save and invest their money to keep their quality of life. A high number of those who took the
study said they understood how inflation affects financial planning. This shows how important it is to think
about inflation while making personal financial plans.

One of the main things the study found is that inflation affects the choices people make about
where to put their money. Fixed deposits and savings accounts are examples of traditional savings tools
that can give you steady returns. However, these returns may not always keep up with rising prices.
Because of this, investors typically look for other ways to invest that could give them better returns. The
study of the data suggests that a lot of people would rather invest in equities during inflation because
stocks tend to offer superior long-term growth potential.

Another noteworthy conclusion is that investors see gold and real estate as good ways to
protect their money from inflation. Gold has always been seen as a safe investment when the economy is
unstable, while real estate usually goes up in value over time. These financial choices help people keep
their buying power when prices go up.The study also shows how important it is to be financially
conscious and plan ahead. People who know how inflation affects things are more inclined to use
different investing techniques and organise their finances for the long run. People can change their
investment portfolios based on how the economy is doing if they organise their finances properly.Overall,
the results show that inflation has a big effect on how people handle their money, what they invest in, and
how they manage their wealth. So, when making financial decisions, investors need to pay close
attention to how inflation is changing.

Conclusion

Inflation is a very important part of the economy that has a big effect on how people plan their
finances and make investment choices. When the prices of products and services keep going up, money
doesn't go as far and savings and investments lose value. Because of this, people need to think about
inflation when they make financial plans to make sure they reach their long-term goals.

The results of this study indicate that the majority of respondents saw inflation as having a direct
effect on financial planning. When inflation rises, the cost of living goes up, which can make it harder for
people to save and invest. So, people need to use smart financial techniques to keep their money safe
and its buying power over time.

The study also shows that inflation changes how people want to invest. Investors usually move
their money into assets that can better protect them from inflation. During times of inflation, stocks, gold,
and real estate are often seen as better places to invest since they can make more money than standard
savings accounts.

The report also emphasises the significance of financial awareness. People who know how
inflation affects things are more likely to use a variety of investing techniques and make smart financial
choices. People can better manage risks and reach long-term financial security by making financial plans
that take inflation into account.

In conclusion, inflation is an important thing to think about when making financial plans and
managing investments. Individuals can lessen the bad consequences of inflation by making smart
financial plans, having a variety of investments, and being up to date on economic trends. People may
protect their wealth and keep their money growing even while inflation is rising by using smart financial
methods.

Suggestion

. When making long-term financial planning, people should think about inflation.

. To lower the danger of inflation, investors should spread their money around.

. During times of inflation, people should be encouraged to invest in things like stocks, gold, and
real estate.

. People should learn about inflation and how to arrange their investments through financial
awareness initiatives.

) Governments and banks should do a better job of giving people financial advice.

. Investors should look at their investment plans often and change them based on how inflation is

going.



198 International Journal of Education, Modern Management, Applied Science & Social Science (IJEMMASSS) -October - December, 2025

References

1. Bodie, Z., Kane, A., & Marcus, A. J. (2021). Investments (12th ed.). New York: McGraw-Hill
Education.

2. Brigham, E. F., & Ehrhardt, M. C. (2017). Financial management: Theory and practice (15th
ed.). Boston: Cengage Learning.

3. Fabozzi, F. J. (2018). Investment management (4th ed.). Hoboken, NJ: Wiley.

4. Fisher, I. (1930). The theory of interest. New York: Macmillan.

5. Gupta, L. C. (2019). Stock exchange trading in India. New Delhi: Society for Capital Market
Research and Development.

6. Mishkin, F. S. (2022). The economics of money, banking, and financial markets (13th ed.). New
York: Pearson Education.

7. Pandey, |. M. (2021). Financial management (12th ed.). New Delhi: Vikas Publishing House.

8. Pandey, R., Patnaik, I., & Sengupta, R. (2022). Inflation targeting in India: Issues and
challenges. Economic and Political Weekly, 57(8), 42-50.

9. Piketty, T. (2014). Capital in the twenty-first century. Cambridge, MA: Harvard University Press.

10. Sharpe, W. F., Alexander, G. J., & Bailey, J. V. (2019). Investments (6th ed.). New Delhi:
Prentice Hall of India.

11. Shiller, R. J. (2015). Irrational exuberance (3rd ed.). Princeton, NJ: Princeton University Press.

12. Siegel, J. J. (2014). Stocks for the long run: The definitive guide to financial market returns and
long-term investment strategies (5th ed.). New York: McGraw-Hill.

13. Tiwari, A. K., Mutascu, M., & Albulescu, C. T. (2013). The relationship between inflation and
stock market performance. Economic Modelling, 33, 428-439.

14. Vasanthagopal, R. (2020). Financial planning and investment behaviour in India. International
Journal of Economics and Financial Issues, 10(3), 120-126.

15. Reserve Bank of India. (2023). Report on currency and finance. Mumbai: Reserve Bank of India.

aaa



