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AKSHAYA TRITIYA SPECIAL If you want to buy gold
as an investment, get sovereign gold bonds. Also,
restrict the yellow metal to 5% of your portfolio
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MUMBAI: Do youbuy gold every time you
want tomake an investment? Well, gold
demand in India touched 4,345.1tonnein
2018 compared with 4,159.9 tonne in2017
andin line with the five-year average of
4,347.5 tonne, according to a report by
World Gold Council. Clearly, Indians con-
tinue to buy gold. However, filling your
investmentwithgoldmightnotbeawise
decision. On the occasion of Akshaya
Tritiya,let’slook at different waystoown
goldandwhetheritmakessensetobuyit:

GOLDJEWELLERY
Ifyouarebuyingjewellery
for use, you need to con-
sider it as an expense. If
you are buying gold jewel-
leryforinvestment purposes, you should
stayaway from jewellery. Say the price of
goldis33,050for 1 gram with 22K purity—
gold jewellery is available in 6k-24k
purity. Ifyou purchase a 10gm-22K-gold
chain, the price of gold will be 30,050.
“For jewellery, you have to pay making
charges, which can range from 6%-22% of;
the value of gold,” said Aditya Pethe,
director, Mumbai-based WHP Jewellers.
Youalsohave topay goods and services
tax (GST)of3%. At 10% making charges
and 3% GST, the cost of your gold chain
willnow be334,046.65—additional costof
33,996.65. Meanwhile, the price of 10gm
gold chain in Tanishq is around 339,224
(beforediscounts). Alsoiftherearestud-
ded gems, the costwill go up further. You
willloseall theadditional cost when you
sellit. "Ttcarries the feel of physical pos-
session butdue to the highmakingchar-
ges, it reduces the resale value,” said
Pawan Agrawal, founder of Invest-
Guruw.in.

GOLD COINSAND
BARS
Gold coins and bars are
another option to buyphys-
icalgold. You canbuyitfrom
jewellery stores, e-commerce websites
andbanks. Unlikejewellery, youcan buy
coins and bars in 24K purity. However,
like gold jewellery, youhavetoshellout
for making charges. “The charges can
range between 3100 and 31,000 for gold
coins andbars,” said Pethe, The priceofa
1gm 24K gold coinin Tanishgq is around
%3,900. This compares with 33,285.1,
whichis thepriceof 1gmof24k gold. Ifyou
are storing coins and bars in a bank
locker, youwillalsoneed tofactorin the
costofstorage.
Gold coins and bars can work as an
investment option if you don’t have
accesstopaper gold.

DIGITALGOLD
You can also buy gold on
digital platform for aslow
as31throughfintechapps.
There are no transaction
costswhilebuyinggold, GST at the rate of
3% is applicable. A 10gm of 24k gold,
including taxes will cost333,110.68. “The
gold is sourced directly from refiners
suchas MMTC andavoids,” said aPayTM
spokesperson. Customers can buy upto
1.5lakh worthofgoldinaday. “The pri-
ces on the app change dynamically.
Dependingontheday’sprice, customers
canbuy approximately 0.00003gm of 24K
gold for %1,” the spokesperson said.
Though it may be cheaper at the time of
buying, remember that after five years
youhave tomandatorily take outthe gold
youhave accumulated in the digital form
intophysicalgold. Also, you have topay
acostfordelivery.

GOLDBONDS
‘Sovereign ‘gold bond

gold through a bond

wherethe underlyingasset

is gold. You geta fixed 2.5% per annum
return on theinvestment amount above
10 ucanbuy sov-

price

ferred t option | they
ay a CoUpON I' ike i -
ments and have no cost,” sai

Dhawan, founder of Plan Ahead Wealth
Advisors. Interest will be credited bian-
nually to your account. But it has a

ingforlong-term, asithas &-year duration

Jock-in,”said Dhawan. fyou arelooking

willingtostayinvested for the long-term,
sovereign gold bondisa good option.

GOLDETFS
Gold exchange traded
funds (ETFs)track prices
of gold. “It can be bought
and sold any time. Your
investmenthorizon couldbelong-term or
short-term for investing in gold ETFs,”
said Agrawal. Youneed to have ademat
account. “ETFshave costs of brokerage
and thedemataccount,”said Dhawan. A
demat account can cost younil to 3,000
dependingon theplatform youare using,
according to Agrawal. There are annual
account maintenance charges. Thegold
ETF expense ratio ranges 0.5%-1%,
according to Value Research. If youare
looking to accumulated gold in a paper
form, you can consider gold ETFs. How-
ever, take stock of the costattached toit.

GOLDMUTUAL
FUNDS
In gold mutual funds the
underlying asset is gold
ETFs. You do not need a
demat account to invest in gold mutual

funds. “Gold fundof fundshas the cost
ofthe ETF plusthefundaswell,” said
Dhawan. Asper ValueResearch,
the expense ratio on gold
mutual funds range from
0.5% to 1.5%. Hence, the ?
cost to invest in gold ™ f
mutual funds will be 4
higher than gold ETFs. 1
Theonly convenienceis .
youdon’'tneeda demat
account. Also, gold
mutual funds may be
suitablebecause itisaneas-
ier way to stay invested in
ETFs.

GOLD

SAVING

SCHEMES

In thisscheme,

customers

either deposit gold or cash
forafixedperiodoftimeand
at the end of the period, they
canbuy gold foranamountequal to
the money deposited plus some bonus
amount. “This may not be the most pre-
ferredway toinvest in goldbecauseatthe
end of 11 months you have to purchase
goldfrom the sameshopitself. Youdonot
getmoneyback,” said Agrawal. Ifyouare
looking to buy jewellery, such schemes
arenotadvisable. “The governmentdis-
courages such schemes as there have
been cases of jewellers running away
with the customers’ money at the end of
the policy term. So the government lim-
ited the scheme’s maturity period to 12
months only,” said Pethe.

R

ISTOCK
WHATYOUMUSTDO
Goldisnotaninvestment instrument. It
isahedgeagainstinflation.

Inyouroverall investment portfolio,if
youwantgold, itshould notbemorethan
5%. “Withphysicalgold thereis anadded
burden of safety and storage,” Agrawal
said.

Youneed to align your financial goals,
review youraffordability and then decide
how you want to invest in this precious
metal because glitteraloneisnotenough
for your overall financial plan.
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