SOVEREIGN GOLD BOND

Scheme to open on Nov 3,
will offer 2.79% interest

Programme to offer bonds worth 2 gms of gold, up to a maximum of 500 gms

ENSECONOMIC BUREAU
MEW DELHI, OCTOBER 30

THE COVERMNMENT on Friday said that the
sovereign gold bondswill cary anannual in-
terestrate of 2.75 percent payable semi-an-
nually and will remainopen from November
5-20. The bonds, to be issued on Novernber
26 and sold through banks and designated
post offices, are aimed at channelising
around 20,000 MT gald lyving idle with peo-
ple and termples.

“The borrowing through issuance of the
bond will form part of market borrowing
programme of the government,” the finance
ministry said in an official statement. Earlier
inthe Budget2015-16, finance minister Arun
Jaitley had announced about developing the
severeign 2old bonds asanaltemative to pur-
chasing the yellow metal,

Early last monththe Cabinet had cleared
the proposal of issuing the bonds with de-
nominations in multiples of grams of gold
with basic unit of one gram. Even as they
lauded the move, experts said thatit will take
some time for the scheme to take off given
the retum being offered.
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THE BONDS, tobe issued on
MNovember26and sold through
banks and designated post offices,
are aimed atchannelising around
20,000 MT gold lying idle

ACCORDING TO the contours
of the policy, the bonds will be
for a period of 8 years with
exitoption from the 5thyear
tobe exercised on the interest
payment dates

“Towill take some time before people get

attracted to the gold bonds. Expectations

from returns have changed over the yearsas

mnflation has been high. Standaloneit is ade-

centrefuriil youTook at the factthat people
get nothing for the idle gold, " Vishal Dhawan,
founder and chief executive officer, Plan

Ahead Wealth Advisors, a Mumbai-based fi-

nancial firm, said.
He added that it will take around a yvear
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for the product to take off asinflation ex pec-
tations start to come down and people start
accepting the product,

This is the first tranche of the sold bond

scheme and subsequent tranches would be
notified later, the statement said,

“Price of bond will be fixed in Indian ru-
pees on the basis of the previous week's
(Monday-Friday) simple average of closing
price of gold of 999 purity published by the
India Bullion and Jewellers Association Led,"
it added.

According to the contours of the policy,
the bonds will be foraperiod of 8 years with
exit option from the Sthyear to beexercised
on the interest payment dates.

The sale of bonds will be restricted to
Indian entities including individuals, HUFs,
trusts, universities, and charitable institu-
tionsand the maximum amount that canbe
subscribed byanentity will not exceed more
than 500 gramsper person per fiscal year. A
self-declaration to this effect will be ob-
tained, the finance ministry said.

The bonds will be eligible for statutory
liguidity ratio and can be used as collateral
for loans. The interest on gold bonds will be
taxable as per the Income Tax Act.




