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accounting methods and their applications as accounting standards.Â  Inflation implies that money, as a fundamental measuring unit,
fluctuates in value through time and that comparisons of financial data over time may be misleading. In the accounting world, all
transactions, liabilities, and assets of a business are recorded at their nominal value at the time of transactions. Obviously, two basic
functions of accounts are to keep. track of transactions and to determine performance through time. Inflation accounting comprises a
range of accounting models designed to correct problems arising from historical cost accounting in the presence of high inflation and
hyperinflation. For example, in countries experiencing hyperinflation the International Accounting Standards Board requires corporations
to implement financial capital maintenance in units of constant purchasing power in terms of the monthly published Consumer Price
Index. This does not result in capital maintenance in units of constant Inflation accounting refers to the adjustment of the financial
statements during the inflationary periods. This special accounting technique is only used in inflationary periods where the general level
of prices is usually high for three consecutive quarters. It involves the recording of the income and expenditure of the business at the
current prices and reinstating all the three statements of the company and analyze the cost and the trend of the current company. Watch
our Demo Courses and Videos. Valuation, Hadoop, Excel, Mobile Apps, Web Development & many more. Types and Components of
Inflation



Inflation accounting comprises a range of accounting models designed to correct problems arising from historical cost accounting in the
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