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Abstract
Investment decisions are a difficult task for retail investors,
considering the diverse instruments available for investing.
Under any condition of the economy, Gold has been considered
a safe haven for investors. However, having knowledge of
only the correlated movement between gold and the markets
is insufficient for a private investor. A thorough analysis of the
difference in investing in gold and gold ETF’s is critical alongside
the knowledge of Gold ETF funds for Indian Retail investors. This
research primarily helps in understanding gold as an investment
tool, gold ETF’s as a new method of investing in gold. The research
has been confined to retail investors in India, and Gold Exchange
Traded Funds (ETF’s) as a new investment option in the Indian
Securities Market, apart from investment in physical gold and
gold jewellery.

it is a timeless and a timely investment, an effective diversifier,
an ideal gift and a highly liquid investment option. 2012 marked
the twelfth year in a row that the price of gold increased between
January 1 to December 31, including the recession years in the
late 2000’s. In the year 2012, gold saw a 9.18% increase from
January through December, though there were decline periods in
September and November. In early 2012, gold was priced $1,566
an ounce, which by the end of December had grown to $1,677
an ounce, recording more than a 6.26% gain throughout the year.
If we average the gains over the twelve year period, we get an
average annual gain of 16.6%.
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I. Introduction
Finance is the study of how people allocate their assets over time
in conditions of both certainty and uncertainty. Financial market
describes any market place where buyers and sellers participate
in the trade of assets such as equities, bonds, currencies and
derivatives. Financial markets have transparent pricing, basic
regulations on trading, costs and fees and market forces determining
the prices of securities that trade, thus helping businesses grow
and investors make money.
The act of placing capital or initial money in a project or business,
with an intent to gain profit over the amount placed is called
investment. Finance investment is putting money into something
with the expectation of gain that upon thorough analysis has a
high degree of security for the principal amount, as well as the
security of return, within an expected time period.
Of the precious metals, gold is the most popular form of investment
by retail investors in India. It is generally considered as a hedge
against economic, political, or social fiat crises, including
investment market declines, burgeoning national debt, currency
failure, inflation, war and social unrest. The gold market is subject
to speculation as other markets, especially through the use of
futures, contracts and derivatives. Gold is primarily a monetary
asset, bought particularly in the developing countries a vehicle
for savings.
The distinction between gold and commodities lies in the fact that
gold has maintained its value in after-inflation terms over the long
run, while commodities have declined. Central Bank and official
international institutions have been major holders of gold for over
100 years and are expected to retain large stocks in the future. The
main difference between trading with gold and regular financial
assets, such as stocks or bonds is that gold is traded from a “storeof-value” point of view, while financial assets are traded in order
to secure future income. Some special features of gold are that
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Fig. 1:
A Gold Exchange Traded Fund (GETF) is an exchange traded fund
(ETF) that aims to track the price of gold and provide returns that
closely correspond to the returns provided by physical gold. Each
unit of the GETF is equal to approximately 1 gram of Gold that is
99.5% pure. To invest in Gold ETF, one needs to have a trading
and demat account, as Gold ETF can be traded only in demat
form. Gold ETF is classified under mutual fund and is taxed as
per debt mutual fund taxation rules. Investors investing in Gold
ETF’s are not liable to pay wealth tax.

Fig. 2:
The idea of Gold ETF was officially conceptualized by Benchmark
asset Management Company Private Limited in India in the year
2002, but the proposal that was rejected by SEBI initially was
launched later in March 2007.
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Typically a fee of 0.4% is charged for trading in Gold ETF’s and
an annual storage fee is charged. The U.S. based transactions
are a notable exception, where most brokers charge only a small
fraction of this commission rate. The annual expenses of the fund
such as storage, insurance, and management fees are charged by
selling a small amount of gold represented by each certificate, so
the amount of gold in each certificate will gradually decline over
time. In some countries, gold ETFs represent a way to avoid the
sales tax or the VAT which would apply to physical gold coins
and bars.
There are various types of Gold ETF’s that include Gold ETF’s
that own physical gold, Gold ETF’s that own gold mining stocks,
Gold ETF’s that own future contracts, ETF double gold, Gold short
ETF’s to name a few. Gold ETFs offer considerable flexibility
in implementing a variety of investment strategies or building
investment portfolios. They help in core portfolio holdings, asset
allocation, hedging, cash management and tax-loss harvesting.
A. Gold and Gold ETF in India
18000 tonnes worth just under USD1 trillion or 11% of global
stock represents approximately 15gms gold per capita holding.
ETF Holdings currently are just at USD 2.7bnor approximately
0.27% of national gold holdings.

Fig. 3:
Gold ETFs schemes are treated like non-equity mutual funds for
the purpose of taxation. So, the gains attract short term capital gains
(STCG) tax if held for less than one year and long term capital
gains (LTCG) tax if the period of holding is more than a year.
Gold ETF’s in India include Reliance Gold ETF, UTI Gold ETF,
Kotak Gold ETF, Quantum Gold ETF, and Goldman Sachs Gold
ETF.
II. Research Methodology
A. Objectives of the Study
1. To analyze gold as an investment tool and the new method
of investing in gold namely, Gold ETFs.
2. To understand the advantages and reasons for investing in
gold and to conduct a comparative analysis on Gold vs. Gold
ETF.
3. To track the performance of 5 gold related exchange traded
funds, in order to analyze it as a feasible investment option
for retail investors by examining their performance.
4. To deliver effective recommendations on whether physical
gold or Gold ETFs are a better investment choice and the
best upcoming Gold Exchange Traded Fund.
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B. Scope of the Study
The study covers the importance of investing in gold, the difference
between investing in gold and Gold ETF, with reference to retail
investors, and the meaning of Gold ETFs as well as upcoming
Gold ETF’s in India. Gold ETF’s are a very lucrative and important
tool for investing and the purpose of this study is to make them
slightly more understandable.
C. Research Design, Sources of Data and Data Collection
Tool
For this analysis, previous research within the field of gold as an
investment in general, as a diversifier and as a commodity was
investigated. Articles, journals, books, e -books and newspapers
within the field were used, in order to improve the understanding
of the topic, and to be able to analyze the data collected.
Money control website provided valuable information concerning
Gold and Gold ETF’s and its usage, and since it is constantly
updated with new research within gold and its usage, it is believed
to be a reliable source.
Due to the nature of the project, it was decided not to conduct
any interviews or surveys (qualitative data collection). Firstly,
this would give a somewhat biased view of the respondents own
“clouds” and beliefs. Secondly, since the purpose has a strict
statistical nature, the appropriate way was to use a quantitative
approach. Thirdly, it was more important for the study to find more
general answers to the stated problems and then to know how a
specific company or gold exchange traded funds was working.
This was another one of the major reasons why Money Marketing
was chosen to do the project as it did not have any bias towards
any particular scheme due to their business model being mainly
brokerage based along with portfolio management services.
D. Sampling Method
The method of sampling used is convenient sampling. Convenience
sampling is a non-probability sampling technique where subjects
are selected because of their convenient accessibility and proximity
to the researcher.
E. Sample Size
Five Gold ETF’s have been chosen and have been analyzed. The
schemes that have been chosen are among the most popular ones,
and the categories are the pioneers in the field of Gold ETF’s in
India.
F. Data Collection Tools
To fulfill the project report’s objectives, there was a need to acquire
historical data for gold. Historical data could easily be found
on various web sites like Yahoo Finance, Money Control and
Google Finance. These sites provided compiled data in forms of
Excel sheets, and made the process of collecting data efficient.
Data with regards to the Gold exchange traded mutual funds was
also acquired by surfing through the famous search engines like
yahoo and Google and exploring the subsequent links. Investment
websites like yahoo finance and moneycontrol.com was also used
to get the NET ASSET VALUES (NAV’s) for the funds. Returns to
the investors was considered in terms of the growth in the NAV’s
over the period in question as this gives the most accurate results
for growth in investors wealth.
No surveys were conducted nor were any questionnaires given out;
instead secondary data was used to reach the empirical findings.
Data was collected from databases where historical data was
stored. For the historical background, where the information about
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the history and aspects of Gold and Gold ETF was presented,
many different sources were used in order to escape from any
sort of biases and special interests.
G. Plan of Study
The data collected from the above mentioned secondary sources
were completely analyzed in order to conduct a comparative
study on Gold vs. Gold ETF’s and an analysis of upcoming Gold
ETF’s as an effective Investment tool for Indian retail investors.
Wherever possible, facts and graphical diagrams have been used.
Such data has then been interpreted and recommendations have
been developed.
H. Statistical Tools Used
Returns, Standard deviation, Beta, Sharpe Ratio, Jensen’s Alpha,
Treynor Ratio, Expense Ratio, Asset allocation, Trend analysis.
III. Data Analysis and Interpretation
A. Comparison of Gold with Gold ETF’s
1. Reliance Gold ETF v/s Physical Gold

•

that of Physical Gold, indicating gold having a higher risk
over Reliance Gold ETF. The major reason for this variance
is that Gold ETFs are exchange regulated whereas physical
gold has the threat of adulteration or theft.
A correlation of 0.832 indicates positive correlation where
both the Gold ETF and physical Gold move in the same
direction given the same or similar market conditions.

2. UTI Gold ETF v/s Physical Gold
Particulars
Physical Gold UTI Gold ETF
Absolute Returns-2012 10.61
10.9
Standard Deviation
12.8784
7.4574
Correlation - 0.771741359
Analysis:
• From the table it can be inferred that while physical gold has
a return of 10.61% , UTI Gold ETF has a return of 10.9%.
• Also the standard deviation of gold is 12.878 compared to
7.457 of UTI Gold ETF.
• The correlation between physical gold and UTI Gold ETF
is 0.771.

Particulars
Physical Gold Reliance Gold ETF
Absolute Returns-2012 10.61
10.9
Standard Deviation
12.8784
7.3480
Correlation - 0.832214864
Analysis:
• From the table it can be inferred that while physical gold
has a return of 10.61%, Reliance Gold ETF has a return of
10.9%.
• Also the standard deviation of gold is 12.878 compared to
7.348 of Reliance Gold ETF.
• The correlation between physical gold and Reliance Gold
ETF is 0.832.

Inference:
• The above data clearly indicates that UTI Gold ETF has a
higher return percentage over physical Gold in 2012.
• The standard deviation of UTI Gold ETF is lower than that of
Physical Gold, indicating gold having a higher risk over UTI
Gold ETF. The major reason is that Gold ETFs are exchange
regulated whereas physical gold has the threat of adulteration
or theft.
• The above data clearly indicates that UTI Gold ETF and
Gold are highly correlated with a correlation value of 0.771
indicating that both these investment tools move in the same
direction given similar market conditions.
3. Kotak Gold ETF v/s Physical Gold
Inference:
• The above data clearly indicates that Reliance Gold ETF has
a higher return percentage over physical Gold in 2012.
• The standard deviation of Reliance Gold ETF is lower than
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Particulars
Physical Gold
Absolute Returns-2012 10.61
Standard Deviation
12.8784
Correlation - 0.755513894

Kotak Gold ETF
10.9
7.4564
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Analysis:
• From the table it can be inferred that while physical gold has a
return of 10.61%, Kotak Gold ETF has a return of 10.9%.
• Also the standard deviation of gold is 12.878 compared to
7.456 of Kotak Gold ETF.
• The correlation between physical gold and Kotak Gold ETF
is 0.755.

Inference:
• The above data clearly indicates that Kotak Gold ETF has a
higher return percentage over physical Gold in 2012.
• The standard deviation of Kotak Gold ETF is lower than
that of Physical Gold, indicating gold having a higher risk
over Kotak Gold ETF. The major reason is that Gold ETFs
are exchange regulated whereas physical gold has the threat
of adulteration or theft.
• The above data clearly indicates that Kotak Gold ETF and
Gold are highly correlated with a correlation value of 0.755
indicating that both these investment tools move in the same
direction given similar market conditions.
4. Quantum Gold ETF v/s Physical gold
Particulars
Physical Gold Quantum Gold ETF
Absolute Returns10.61
10.9
2012
Standard Deviation
12.8784
8.9993
Correlation - 0.873364027
Analysis:
• From the table it can be inferred that while physical gold
has a return of 10.61%, Quantum Gold ETF fetches a return
of 10.9%.
• Also the standard deviation of gold is 12.878 compared to
8.999 of Quantum Gold ETF.
• The correlation between physical gold and Quantum Gold
ETF is 0.873.

w w w. i j m b s. c o m

Inference:
• The above data clearly indicates that Quantum Gold ETF has
a higher return percentage over physical Gold in 2012.
• The standard deviation of Quantum Gold ETF is lower than
that of Physical Gold, indicating gold having a higher risk
over Quantum Gold ETF. The major reason is that Gold ETFs
are exchange regulated whereas physical gold has the threat
of adulteration or theft.
• The above data clearly indicates that Quantum Gold ETF and
Gold are highly correlated with a correlation value of 0.873
indicating that both these investment tools move in the same
direction given similar market conditions.
5. Goldman Sachs (GS) Gold ETF v/s Physical Gold
Particulars
Physical Gold Goldman Sachs Gold ETF
Absolute Returns-2012 10.61
10.9
Standard Deviation
12.8784
7.276
Correlation - 0.750372075

Analysis:
• From the table it can be inferred that while physical gold has a
return of 10.61%, GS Gold ETF fetches a return of 10.9%.
• Also the standard deviation of gold is 12.878 compared to
8.999 of GS Gold ETF.
• The correlation between physical gold and GS Gold ETF
is 0.750.
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Inference:
• The above data clearly indicates that GS Gold ETF has a
higher return percentage over physical Gold in 2012.
• The standard deviation of GS Gold ETF is lower than that of
Physical Gold, indicating gold having a higher risk over GS
Gold ETF. The major reason is that Gold ETFs are exchange
regulated whereas physical gold has the threat of adulteration
or theft.
• The above data clearly indicates that GS Gold ETF and Gold
are highly correlated with a correlation value of 0.75 and
therefore will move in the same direction under similar market
conditions.
Standard Deviation (SD) Analysis:

•

•

Inference:
• GS Gold ETF (ETF) has the highest Sharpe ratio of0.4206
which indicates that its performance in risk adjusted terms
has been better than its counterparts.
• Quantum Gold ETF has the lowest Sharpe ratio of 0.34which
indicates that its performance is lagging behind its peers in
terms of risk adjusted returns. However considering that the
difference is not substantial the Asset management company
of the scheme need not worry in the short term.
• All the other schemes have Sharpe’s ratio in the range of
0.41, which is lesser than GS Gold ETF (ETF) but much
better than Quantum Gold ETF.

•
•

From the above figure, it is clear that all the chosen gold
ETF schemes have approximately similar standard deviation,
While Quantum Gold ETF has the highest standard deviation
of 8.999, and the lowest is of GS Gold ETF having a standard
deviation of 7.275.
Therefore amongst the chosen schemes the most risky
investment is Quantum Gold ETF.
And the safest investment scheme among the group of funds
is GS Gold ETF.

Beta Analysis:
Fund Name

Beta

Reliance Gold ETF
UTI Gold ETF
Kotak Gold ETF
Quantum Gold ETF
GS Gold ETF (ETF)

0.474832503
0.446885413
0.437429715
0.610294136
0.423940466

Inference:
• The above data is clearly indicative that GS Gold ETF has the
lowest beta of 0.423 that is the lowest volatility, or systematic
risk in comparison to the market as a whole.
• Quantum Gold ETF on the other hand has the highest beta
of 0.61, indicating that this fund is the most volatile amongst
all upcoming ETFs.
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All other funds have a beta in the range of 0.43 and 0.47, which
makes it less volatile when compared to Quantum Gold ETF
but more volatile when compared to GS Gold ETF.

Shape’s Ratio Analysis:
Fund name of
the Gold ETF
Reliance
UTI
Kotak
Quantum
GS

Returns

SD

10.9
10.9
10.9
10.9
10.9

7.3
7.4
7.4
8.9
7.2

Risk Free
return
7.84
7.84
7.84
7.84
7.84

Sharpe’s
Ratio
0.4165
0.4104
0.4104
0.3400
0.4206

Jensen’s Alpha Analysis:
Gold ETF
fund name

Returns

Risk-free
returns

Beta

Market
Alpha
return

Reliance

10.9

7.84

0.474 9.38

2.33

UTI

10.9

7.84

0.446 9.38

2.37

Kotak

10.9

7.84

0.437 9.38

2.38

Quantum

10.9

7.84

0.61

9.38

2.12

GS

10.9

7.84

0.423 9.38

2.41

Inference:
• GS Gold ETF has the highest alpha score of 2.41, indicating
the strategy being considered by the scheme has a history of
generating returns on top of what would be expected based
w w w. i j m b s. c o m
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•

•

on other factors alone.
Quantum Gold ETF has the lowest alpha score of 2.12,
indicating the fund is lagging behind its peers in formulating
a strategy that could generate returns on top of what would
be expected based on other factors alone.
All the other funds have Jensen’s alpha in the range of 2.3,
which is lower than GS Gold ETF and much higher than
Quantum Gold ETF.

Treynor’s Ratio Analysis:
Gold ETF
fund name
Reliance
UTI
Kotak
Quantum
GS

Returns
10.9
10.9
10.9
10.9
10.9

Risk-free
returns
7.84
7.84
7.84
7.84
7.84

Beta
0.474
0.446
0.437
0.61
0.423

Treynor’s
Ratio
6.45
6.86
7.00
5.01
7.23

Inference:
• From the data and figure, it can be clearly pointed that GS Gold
ETF having a Treynor Ratio of 7.23 has the highest excess
return over the risk-free rate to the additional risk taken.
Therefore its performance is best amongst the group.
• Quantum Gold ETF has a Treynor Ratio of only 5.01,
indicating that the fund in group has the least scope.
• All the other funds have a Treynor Ratio in the range of 0.640.7 and therefore perform better than Quantum Gold ETF but
not as good as GS Gold ETF.
Expense Ratio Analysis:
Fund Name

Expense Ratio

Reliance Gold ETF
UTI Gold ETF
Kotak Gold ETF
Quantum Gold ETF
GS Gold ETF (ETF)

2.50%
2.50%
2.50%
1.25%
2.25%

Inference:
• Quantum Gold ETF as the lowest expense ratio of 1.25,
indicating better management of resources by the fund in
order to reduce the expenses incurred while investing in the
fund.
• Reliance Gold ETF, UTI Gold ETF and Kotak Gold ETF – all
have the same expense ratio of 2.50, indicating not very good
management of resources by the fund, therefore leading to
high expenditures incurred by the sum of these investors.
• GS Gold ETF having an expense ratio of 2.25 is relatively
better than Reliance Gold ETF, UTI Gold ETF and Kotak
Gold ETF but much worse than Quantum Gold ETF.
Asset Allocation Analysis:
Gold ETF Fund
name
Reliance
UTI
Kotak
Quantum
GS

Investment in
current assets (%)
0.24
-18.18
-0.06
0.04
0.03

Inference:
• All the funds have invested majority of their assets in the
mining and minerals sector. This is normal considering that
the objective of these funds was to invest in physical gold or
gold related companies.
• UTI Gold ETF has an investment of 118.18% in the Mining
and minerals sector which implies that they have borrowed
money from the money market to invest in the sector. This
strategy may lead to greater profits for the fund but it also
leaves the fund venerable in case short term liquidity is
required.
• Kotak Gold ETF has an investment of 100.06% in the mining’s
and minerals sector which implies that it has borrowed .06
% of its Assets under Management (AUM) from the short
term money market.
• GS Gold ETF, Quantum Gold ETF and Reliance Gold ETF
all have a percentage of their funds invested in Current assets.
While this strategy may lead to underutilization of assets in
terms of income generation it keeps the fund safe in situations
where immediate liquid cash may be required.
Trend Analysis:
Reliance Gold ETF
Year
2008
2009
2010
2011
2012

w w w. i j m b s. c o m

Investment in Mining
and Minerals (%)
99.76
118.18
100.06
99.96
99.97

Reliance Gold ETF
1212.959
1460.77
1566.286
1971.64
2659.004

Trend
100
120.4303
129.1293
162.548
219.2163
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Inference:
• In the above data 2008 has been taken as the base year to
calculate the trend.
• The figure clearly depicts an upward trend with huge heaps
in the year 2011 and 2012 of 165.96% and 226.31 %.
• Therefore it can be concluded that Kotak Gold ETF is a safe
buy as the general trend through a spread of five years is
upwards with no hints of decline.
Inference:
• In the above data 2008 has been taken as the base year to
calculate the trend.
• The figure clearly depicts an upward trend with huge heaps
in the year 2011 and 2012 of 162.54% and 219.2163 %.
• Therefore it can be concluded that Reliance Gold ETF is a
safe buy as the general trend through a spread of five years
is upwards with no hints of decline.

Quantum Gold ETF:
Year
2008
2009
2010
2011
2012

Quantum Gold ETF
604.446
747.346
801.301
1007.32
1358.884

Trend
100
61.61346
66.06167
83.0465
112.0305

UTI Gold ETF
Year
2008
2009
2010
2011
2012

UTI Gold ETF
1228.439
1500.693
1603.534
2014.04
2723.491

Trend
100
123.7217
132.2002
166.0435
224.5328

Inference:
• In the above data 2008 has been taken as the base year to
calculate the trend.
• The figure clearly depicts an upward trend with huge heaps
in the year 2011 and 2012 of 166.04% and 224.53 %.
• Therefore it can be concluded that UTI Gold ETF is a safe
buy as the general trend through a spread of five years is
upwards with no hints of decline.

Inference:
• In the above data 2008 has been taken as the base year to
calculate the trend.
• The figure clearly depicts a downward trend first and then an
upward trend. 2012 is the recovery period for the fund with
a 112.03% increase.
• Therefore it can be concluded that Quantum Gold ETF is
a risky buy as compared to all the other upcoming Gold
ETFs.
Goldman Sachs Gold ETF:
Year
2008
2009
2010
2011
2012

GS Gold ETF
1212.485
1499.588
1604.859
2025.972
2711.146

Trend
100
123.6306
132.3094
167.0272
223.5151

Kotak Gold ETF:
Year
2008
2009
2010
2011
2012
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Kotak Gold ETF
1216
1502.908
1603.537
2013.132
2745.089

Trend
100
123.9043
132.2004
165.9687
226.3134
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Inference:
• In the above data 2008 has been taken as the base year to
calculate the trend.
• The figure clearly depicts an upward trend with huge heaps
in the year 2011 and 2012 of 167.02% and 223.51 %.
• Therefore it can be concluded that GS Gold ETF is a safe buy
as the general trend through a spread of five years is upwards
with no hints of decline.
w w w. i j m b s. c o m
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IV. Recommendations
• Certain recommendations are provided keeping in mind the
above data and analysis, to retail investors in India, who
could be existing investors or prospective investors in Gold
and Gold ETF’s.
• From time immemorial it is known that one of the best ways
of building a strong portfolio is the inclusion of gold in it.
Therefore to keep with the ever changing market conditions
and build a healthy portfolio, new methods of investing
in gold, namely Gold ETFs must be ventured as they are
extremely handy, easily liquidated and better to maintain
than gold itself.
• For small time risk averse investors Gold ETFs are by far
the most lucrative investment option as they are not only a
safe buy but also have string of benefits attached to them
like tax benefits.
• Penetration levels of Gold Exchange traded funds are limited
to only major cities and metros there by limiting the reach
to only urban customers. This should be spread to urban
and semi-rural areas where gold is seen as a safe and major
investment opportunity. Misconceptions relating to the lack
of physical possession must be eliminated from the mindset
of the investor and awareness of the ability to invest small
savings in this comparatively safe investment vehicle must
be built in.
• The most ideal investment period is considered to be
around 3-5 years as this has historically seen to provide the
most returns for the investor. With regards to Gold ETF‘s the
investment period should vary according to the situation in
the economy and the stock markets in order to reap maximum
returns. Longer investment periods of about three to five years
would see the investors reap maximum benefits.
• Investors must always keep an eye on the macro economic
factors while investing in gold and Gold Exchange traded
funds. These factors like trend movements of indices,
inflation, interest rates, gold’s relationship with other
commodities and metals will help investors to predict with
a reasonable degree of accuracy which direction the price
of Gold and its ETF‘s is going to move which will help
maximize his returns.
• For young and aggressive investors having around 15% to
20% of their funds invested in Gold ETFs, for risk averse
investors having 30% - 40% in Gold ETFs and for aged
investors having a 80% - 85% in Gold ETFs would be an
ideal investment.
V. Conclusion
• From the results and analysis that has been conducted, it can
be concluded that gold indeed is one of the best investment
options available to the Indian Retail Investors. Gold Exchange
Traded Funds provide high returns and always reflect a market
position which helps investors gain from the opportunities
of the Bull and Bears of the Stock market without the worry
of high investments and risks. This innovative Collective
Investment scheme (Gold ETF) introduced recently in India
helps prospective investors gain, and also helps the asset
management companies to widen its product and customer
base.
• The consistent growth shown by Gold ETFs over the last
few months has been extremely remarkable. The general
investors’ mentality switch from physical gold into Gold ETFs
has helped increase the asset under management of the Gold
w w w. i j m b s. c o m

•

ETFs. In fact, analysis suggests that the real value of gold may
fluctuate in the short term, but that it has consistently returned
to its historic purchasing power parity with respect to a very
long term period. Consequently, over a long period, gold may
be an effective tool for preserving wealth. However, with the
ever increasing demand of gold, matching supply becomes an
uphill task. Therefore the new method of investing in gold,
through Gold ETFs forms an extremely lucrative investment
option for the Indian retail investor and presents high scope
and potential in the near future.
The analysis of the upcoming Gold ETFs also shows that these
funds are heavily influenced by gold prices and therefore give
extremely similar returns. With the Gold ETF market being
relatively new in India, investing in any of the upcoming funds
would not make much of a difference in the short term but in
the long run GS Gold ETF provides the highest returns. All in
all Gold ETFs form a highly attractive investment tool and a
must include option in the portfolio of a modern investor.
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Citation
The price of Gold has been on an increasing trend from the year
2000 to 2012 in the world, with minor fall in prices between 2008
and 2009 (1). Global Gold ETF holdings have increased between
years 2009 and 2013, and are on a decreasing trend from year 2014,
while Gold Price has increased from year 2009 to 2013, decreasing
since 2014, yet a better performer in comparison to Gold ETF’s
globally (2). The demand for gold in India decreased between
2008 and 2009, due to recessionary economic conditions, rose in
demand from year 2010, after which it has followed a decreasing
trend in years 2011 and 2012 (3).
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