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Q: I'm reading about possible inflation and seeing higher prices at the grocery store.   How should my investments be made to allow for this?
A:  I'd agree that we are seeing inflation in many places (except for wages and housing), and that more might be coming.  True inflation usually means too much money in relation to the things that money buys, but we are also seeing increasing prices for many "things" (oil, food, etc.) as a result of increasing global demand.  This can be confusing, as higher prices not related to true inflation can actually be deflationary-as they reduce the amount of money people can spend on other purchases.  But, as you ask specifically about inflation, we'll discuss that.
Traditionally, inflation is toxic to lenders, especially those lending for the long term.  For example, if you buy a long term bond, you are lending money to someone (usually the government or a corporation).   Your interest return is usually fixed, even if interest rates go up in the meantime due to inflation.  Also, the principal return (most bonds do not pay you your original investment back until the end of the term) will buy less when you finally get it than it will now.  A double whammy.  If you try to sell your bond, the market will offer significantly lower prices than you paid to compensate for the above issues.
Stock markets do intermediately well in times of inflation.   Often companies can increase prices to maintain reasonable profits, which are passed on as higher earnings and stock prices. However, if interest rates go up markedly, stocks often suffer as the high rates offer an attractive option to owning stocks. 
 Often not considered is the role of stock markets outside of the U.S., which may respond quite differently to domestic inflation.  Owning stocks in overseas markets may be profitable at a time when domestic inflation causes our currency to weaken.
Tangible items tend to do the best with inflation.  Real estate (all other things considered), metals, energy stores, and almost anything you can touch will keep its value best compared with the alternatives.  The investor has to be careful here however.  Real estate has other factors that influence pricing, as many investors learned over the last few years.   Commodities are somewhat difficult to invest in, and some expert advice is usually warranted.  I personally favor owning stock in companies that own large of amounts of natural resources (in safe places whenever possible) rather than owning futures or other more exotic instruments.
So putting this together, a rational investment strategy for presumed or real inflation would encompass an allocation to global stocks and at least some allocation to real estate and commodities in some form.  Fixed income investments should usually be short term.
