
                                                            

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

Gold investment 

Gold prices have crossed the ₹52,000 level for the first time. It is touching new highs every day and 
analysts say the rally in the precious metals is far from over.  

WHY IN NEWS? 

WHY PEOPLE INVEST IN GOLD? 

 Throughout history, gold has been seen as a special and valuable commodity. 
 

 Gold can act as a hedge against inflation. 
 

 Investors often flee to gold during times of crisis. Whenever stock markets, real estate and bonds 
fall across the world, investors turn to gold to park their funds. 
With contracting global output, global economies in a deeper recession than anticipated, and 
dearth of good returns in many other asset classes, gold has emerged as a safe bet for investors 
across the globe — particularly in times of the Covid-19 pandemic. 
 
 

 Gold can be used as an investment diversification. It is seen as a welcome change from stress and 
risk associated with conventional assets. 

 

Warren Buffett has always said gold is a bad investment, a shiny cube that does not generate earnings 
or pay a dividend like a stock, or interest like a bond. 

But should you own it? It would depend on how you view the world and how you view Gold !! 

FACTORS THAT AFFECT GOLD PRICES IN INDIA 

 Since gold is priced in US dollars and we import all our requirement, Exchange Rates play a key 
role in pricing. A weak rupee can add to the price of gold. 
 

 As the Indian economy experiences Inflation, people prefer to invest in Gold, which in turn leads 
to rise in demand. 
 

 RBI’s decision to buy or sell the gold reserve held by it. 
 

 Gold and Interest Rates have an inverse relationship. Once the interest rates increase, people sell 
off gold and try to use the money to earn high interest, vice versa. 
 

 Gold Mining activities were impacted in the first quarter of 2020 due to the ongoing COVID-
induced lockdowns across the world. 
 

 Season of Festivals and Weddings. 

WAYS TO INVEST 



     There are ways of owning gold – physical and paper. 

Physical 

1. Jewellery 
 

2. Gold Coin Schemes 
Gold coins can be bought from jewelers, banks, NBFCs, and e-commerce websites. 
 

3. Gold Savings Schemes 
Allows to deposit a fixed amount every month for the chosen trend and on maturity, buy gold at a 
value that is equivalent to the total money deposited, including a bonus amount. 
 

Paper 

1. Gold Exchange Traded Funds (ETF) 
 It is a commodity-based Mutual Fund 
 Buying and selling happens on a stock exchange (NSE or BSE) with gold as the underlying asset 
 These are rated as some of the best defensive assets available in the market 
 Each unit of these traded funds represents 1 gram of 99.5% pure gold, which makes them ideal 

long-term investments. 
 Tax : 

o Held for 36 months or longer : Long term Capital Gain @20%, along with indexations 
o Held for less than 36 months : Short term Capital Gain @current slab rates 

 

2. Sovereign Gold Bonds (SGB) 
 Government securities denominated in grams of gold. Investors have to pay the issue price in 

cash and the bonds will be redeemed in cash on maturity. The Bond is issued by RBI on behalf 
of Government of India. 

 Minimum investment in the Bond shall be one gram with a maximum limit of subscription of 4 
kg for individuals 

 The gold bonds come with a lock-in period of 8 years, with an exit option after first 5 years. 
 The nominal value is fixed on the basis of simple average of closing price of gold of 999 purity, 

published by the India Bullion and Jewelers Association Limited, for the last 3 business days of 
the week preceding the subscription period. 

 Subscribers can even earn an interest on their investment at 2.50% per annum. The interest is 
payable on a semi-annual basis. 

 Tax: 
o Capital gain on redemption is exempt 
o Indexation benefit when transferred 
o Interest is taxable at slab rate 

 The Sovereign Gold Bond 2020-21 scheme, which first opened for subscription in April, will be 
available for a total 10 days - from 3 Aug to 7 Aug, and then from 31 Aug to 4 Sep. 

 


