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Let’s talk inflation 

 Inflation is on the rise 

 It matters more over time 

 Real assets can help 

 

Inflation is on the rise 

Easy central bank money, pent up demand after lockdowns and supply-chain constraints mean 

inflation is on the rise.  Will Central Banks be able to keep the lid on inflation?  The risk is that it 

could persistently overshoot target levels. 

 

It matters more over time 

Inflation erodes the real value of money: its “purchasing power”.  If inflation was on target (2%), 

£100,000 in 10 years’ time would be worth only £82,035 in today’s money.   But on current 

expectations, it could be worth a lot less than that. 

(see chart below) 
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Real assets can help 

A bank note is only as valuable as the value printed on it.  This is called its “nominal value”.  

Remember the days when a £5 note went a long way?  When inflation rises, money loses its real 

value. 

By contrast, real assets are things that have a real intrinsic value over time whose value is set by 

supply, demand and needs: like copper, timber, gold, oil, and wheat. 

Real assets can also mean things that produce a regular income which goes up with inflation, like 

infrastructure companies (pipelines, toll roads, national grid etc) and commercial property with 

inflation-linked rents. 

Rethinking portfolio construction 

Including “real assets” into the mix can help diversify a portfolio, and protect it from inflation.  

Obviously there are no guarantees it will do so perfectly, but it can be done as a measured 

approach to help mitigate the effects of inflation.  The challenge is how to do this without taking 

on too much risk. 

To find out more about our Liquid Real Assets Index, please visit our website or contact us. 

https://www.elstonsolutions.co.uk/our-indices.html 

https://www.elstonsolutions.co.uk/contact.html  
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Find out more 

For more insights and information on research, portfolios and indices, visit: 

www.elstonsolutions.co.uk or NH ETF<Go> 

www.elstonsolutions.co.uk  

ABOUT ELSTON 

We research, design and build investment solutions with and for asset owners, managers 

and advisers. 

Our Research & CPD focuses on multi-asset strategies, index funds and ETFs. 

 

NOTICES 

With reference to the European Union Directive 2014/65/EU on markets in financial instruments (“MiFID II”): this Report 

does not provide a recommendation for an action, provides information freely available for public consumption and does 

not therefore constitute “Research” as defined by MiFID II.  This is because this report contains purely factual information 

on one or several financial instruments or issuers and does not explicitly or implicitly recommend or suggest an investment 

strategy.  It does not therefore constitute an investment recommendation as defined within the meaning of Article 3(1)(35) 

of EU Markets Abuse Regulation (“MAR”), in conjunction with Article 3(1)(34) of MAR.  For further information, please refer 

to ESMA guidance ESMA70-145-111 Version 12. 

With reference to the European Union's Market Abuse Regulation (Regulation (EU) 596/2014): we warrant that the 

information in this report is presented objectively, and the following commercial interests are hereby disclosed: Elston 

Consulting Limited creates research portfolios and administers indices that may or may not be referenced in this report.  

If referenced, this is clearly designated and is to raise awareness and provide purely factual information as regards these 

portfolios and/or indices. 

An “Index” is a Regulated Benchmark.  An “Index Portfolio” is not a regulated benchmark but a research portfolio of index-

tracking investments with a periodic rebalancing scheme. 

All company, product and service names and trademarks used in this article are for identification purposes only and are 

the property of their respective owners, and their usage does not imply endorsement. 

This document is not an advertisement or financial promotion. It is provided for informational purposes only and is not 
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or for Elston Consulting Limited to enter into or arrange any type of transaction as a consequence of any information 

contained herein. 

This document is issued by Elston Consulting Limited registered in England & Wales, registration number 07125478, 

registered office: 1 King William Street, London EC4N 7AF. 
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