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As discussed in the previous Investment Insight article, Saving is not Investing, through investing you 

are able to achieve these goals: 1) You beat inflation and 2) You let your money work for you. In this 

article, we will focus more on the first goal which is about beating inflation.  

What causes Inflation? 

Inflation, simply defined, is the rise in the general level of prices of a basket of goods and services. 

There is no one source of inflation. Inflations occur for many reasons similar to illnesses.  Some 

inflations come from the demand side; some from the supply side. 

Demand-Pull Inflation happens when demand for goods and services rises faster than the production 

of these items, pulling prices up. Imagine yourself, stuck in a room with 20 people, all of you are 

thirsty, you have 2 bottles of water. This bottle of water normally costs P 10 but given the limited 

supply, everyone will definitely compete for this limited water.  Everyone will be willing to pay you 

more than P 10 in order to quench their thirst. What if there are now 40 people in the room. How 

much are you 

willing to sell your extra bottled water? Assuming all other things are constant, you will most likely 

sell your extra bottled water to the person who can pay you the most. 

 

Cost-Push Inflation happens on the supply side. It results from rising costs of producing goods. 

Imagine you own a pastry shop, and prices of flour and eggs increased.  If the cost of producing one 

cupcake increased by P 5, are you still willing to sell your pastries at the same price?  Assuming all 

other things are constant, in order to retain your profit levels, you will most likely pass the extra cost 

to your customers by increasing the selling price of your cupcakes. 

Implications of Inflation 

With inflation, our money will no longer allow us to buy the same amount of goods which we can 

previously purchase with the same amount of money. It decreases the purchasing power of our 

money. 

How do we beat inflation? 

Basically, if we want to really grow the value of our money, it must be invested in instruments that 

can potentially give higher returns versus inflation rate.  The Philippines’ average inflation rate for 

the past five (5) years is about 4.7%.  This means that if our money has not been growing by an 

average of 4.7% per annum for the past five years, the prices of the goods and services that we are 

consuming is rising much faster than the growth of our hard-earned money. 
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With the availability of pooled-fund investments like Unit Investment Trust Funds (UITFs) and mutual 

funds, we can beat inflation.  In a pooled-fund investment, the money of various investors are 

accumulated into one big fund, which is professionally overseen by fund managers.  These funds 

provide higher potential returns, as these are invested in more productive assets like stocks and 

bonds. 

BPI and its subsidiaries manage a wide array of investment funds that cater to investors with 

different risk appetite.  The table below shows the historical annualized returns of some BPI 

Investment Funds as of March 27, 2013: 

 

The minimum initial investment for Peso-denominated BPI Investment Funds is P 10,000.00. 

With BPI Investment Funds, beating inflation is possible, simple and easy. 

Sources: 

Economics, Samuelson and Nordhaus, 7th edition 

Asset Management Market Monitor 


