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Most of us have been part of family con-
versations that go, “WhenTwas young,
everythingwas so cheap”with multi-
pleexamples throwninranging from
food items to petrol prices. The abso-
lutechangesin values arevery signifi-
cant, but when you put them down in
numbers, the changes are mostly in
linewith inflation over the years. How-
ever, costs ofeducation and health care
have gone up at a significantly faster
pacethan other products.

Overthelast15years we have been
workingwith clients and their families
onsettingand monitoring their finan-
cialgoals. Oneofthe biggest shifts that
we havenoticed withrespect tofinan-
cial goals is the desire and dream to
ensurethat children getaceesstointer-
national education—either overseas
or in institutions that offer interna-
tional curriculumsin India.

The shift to the dream of an “inter-
national” education has been driven
by acombination of factors.

activities, living expenses, medical
costs, books, suppliesand travel cost of
the child and parents. Living on or off
campus could make ahuge difference
incoststoo.

IMPACT OF TOTAL
INFLATION,NOT JUST
EDUCATIONINFLATION

Since planningforeducation is usually
along-term goal, considering theright
inflationrateisimportantas most peo-
pleunderestimate inflation rates and
itscompounding impact.

While thatis probably true for gen-
eralinflation, education inflation glo-
bally does tend to be much higher than
general inflation.

Education inflation in the US, for
example, is currently between 4% and
5% per annum, down from 6-7% per
annum that it used to be, but still high
enough thateducation costs double in
12-15 years. Inaddition, the exchange
ratemovement willalsoneed to be fac-
toredin.

HOWYOUCANSAVEFOR

THIS GOAL

Usingacombination of the estimated
cost of the education today, the total
inflation and the number of years

12



7/3/2019

paper.hindustantimes.com/epaper/viewer.aspx

These include increased interna-
tional exposure due to foreign travel
for work and vacations, the prolifera-
tion of international schools over the
last few years that have an experiential
learning system rather than rote
learning, the brutal competition
domestically for the bestinstitutions
for higher studies, and of course, the
significantly higher disposable
incomesdriven by salaries thatareat
global standards, as well as the
increase in doubleincome families.

HOWMUCHMONEY DO YOU
NEEDFORIT?

The starting point to achieve this
objectiveis toestimate the cost of edu-
cationaccurately. The costwill depend
on the type of the course and the loca-
tion of the educational institution.
While estimating theamount, remem-
ber that factoringin only tuition fees is
not enough. Youshould also consider
other costs such as extra-curricular
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before thismoney isrequired, the total
corpus needed can be estimated. The
goodnewsisthatnotall thismoney is
likely to be required together, so a
year-wiseamountcan bearrived at.

Accordingly, aportfolio investment
strategywith arobustassetallocation
will need to be developedin light ofrisk
toleranceand historical returns of var-
iousasset classes.

Based onthese estimations, youcan
arriveataninvestmentamount. While
mostinvestors tend to be overwhelmed
by some of these numbers, it isimpor-
tantthatthe numbersare broken down
into smaller amounts like monthly
savings amounts and then increased
over a period of time. Like most other
goals, ahigh quality education goal(s)
can be achieved, with the right plan-
ning, discipline and execution.
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