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Everything You Wanted To Know About  

Gold Investment! 

 
We Indians see gold as a privilege.  

Most of the gold owned by the common people are in the form of ornaments.  

It is sold for money when there is an emergency or extreme need of money.  

But when it comes to buying gold coins or bullion gold, it is mostly bought for as an 
Investment, a gift or children’s future marriage plan. 

If your plan is to invest in gold or trade with gold, then the bank gold coins are not 
the choice.  

In fact, they are the least good or the worst option you could choose.  

An alternative way is always there, hiding in some corner. 

The general purpose of buying gold is either personal consumption or children’s 
marriage and investment or children’s marriage in future. 

Typically gold is available in two forms only, physical and paper gold.  

Physical gold denotes the gold ornaments, gold coins, and bullion gold.  

Paper gold denotes the Sovereign Gold Bonds and Gold ETF’s (Exchange Traded 
Funds). 
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Chapter-1 

Bank Gold Coins: Is It a Good Investment? 

 
We all know the classic old saying, “All that glitters is not Gold!” 

Gold is a good investment in some cases.  

But specifically, when you want to buy the bank gold coin it is not at all an 
investment, rather a loss of your money for nothing more than just fancy words of 
the bank. 

Banks are promoting Gold coins a lot to its customers in recent days by promising 
99.99% purity and guarantee along with a premium of some 8-10%.  

The bank is just a seller who is ready to say whatever is needed to compromise you 
to buy the yellow metal at an extra price.  

Be thankful to yourself for choosing to research the truth. 

 

How Can You Buy Gold From A Bank? 

A Permanent Account Number (PAN) is mandatory to buy gold from the bank if the 
value of your gold purchase is 50,000 or more.  

However, to buy Gold coin of less (<50,000) value than that, PAN card or other 
special documentation is not required. 

Buying gold coins from the bank is really very simple, walk into a bank and fill in a 
simple KYC, pay the cash and get your Premium Bank Gold Coins with a royal 
packaging and walk out.  

But selling these coins is a hectic job and involves so much of disappointments. 
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The Ugly Truth About Bank Gold Coins: 

 

Here are the facts that can prove it is not worth buying gold coins from banks. 

1. The premium lie 

There is no/least making charge for gold coins, but banks charge you an extra of 8-
10% of the market price.  

The justifications they give you are the highest purity, guarantee, Switzerland 
import, ASSAY certification, and what not?  

But they are actually charging you more than the original cost and you are simply 
losing the money you earned. 

 

2. Gold merchants won’t buy bank gold coins 

You cannot en-cash the gold coins from bank to any jeweller.  

If you are lucky enough to find a jeweller who accepts your bank gold coin, the price 
you get will be comparatively very less than the market price. 
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3. Banks don’t buy back their own gold coins 

Yes, you read it right.  

The banks will not buy back the coin they sold you.  

The RBI regulations do not permit the banks to buy back the gold coin they sold to 
you. S 

o if you are in a situation to en-cash the bank gold coin, you have no other choice 
than going to a jeweller who offers the price of his own wish (if you manage to find 
one). 

You must be wondering what you would do with the high purity bank gold coin now.  

The only way you got is to exchange it for jewellery or sell it to a gold merchant.  

Even then you are going to pay the additional 10-15% of making charges or melting 
loss on the exchange. 

So apparently, you are losing your money twice if you choose to buy gold coins from 
a bank.  

The extra money bank charged while you buy the gold coin, and the money charged 
by the jeweller while you sell the bank gold coin. 
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Chapter-2 

Alternative For A Bank Gold Coin 
 

 

 

If your plan is to invest in gold or trade with gold, then the bank gold coins are not 
the choice.  

In fact, they are the least good or the worst option you could choose.  

An alternative way is always there, hiding in some corner. 

The general purpose of buying gold is either personal consumption or children’s 
marriage and investment or children’s marriage in future. 

Typically gold is available in two forms only, physical and paper gold.  

Physical gold denotes the gold ornaments, gold coins, and bullion gold.  

Paper gold denotes the Sovereign Gold Bonds and Gold ETF’s (Exchange Traded 
Funds). 
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Chapter-3 

Sovereign Gold Bond 
 

What Is The Sovereign Gold Bond? 

The Government of India has recently launched the Sovereign Gold Bond (SGB) 
Scheme as an alternate investment form to physical gold.  

Investors will get returns based on the prevailing gold price.  

Since this is a bond, it can be held in demat or physical paper form. 

 

Salient Features Of Sovereign Gold Bonds: 

 The tenure of the bond is 8 years with exit options at the end of the 5th, 6th 

and 7th year. 

 Bonds can be used as collateral for loans. 

 Bonds will be traded on the exchange thus providing investors with the 

opportunity to exit early. 

 Bonds will carry sovereign guarantee both on capital invested and the interest. 

 

1. Why Buy SGB Instead Of Physical Gold? 

The quantity of gold for which the investor pays for is protected due to the fact that 
the SGB is guaranteed to receive the ongoing market price at the time of 
redemption/ premature redemption. 

The SGB offers a superior alternative to holding gold in physical form because it frees 
the investor from bearing the risks and costs of storage.  

Investors are assured of the market value of gold at the time of maturity and 
periodical interest. 

SGB is free from purity issues and making charges which are incurred when gold is 
held in jewelry form. 
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2. Who are eligible to invest in the bonds? 

Any person who is a resident in India, as per the tenets of the Foreign Exchange 
Management Act, 1999, is eligible to invest in the bond.  

Besides individuals, HUFs, trusts, universities, and charitable institutions are also 
eligible to invest.  

Joint holding of the bond is allowed and minors can also hold the bond provided the 
application is made by the guardian of the minor. 

 

 

 

3. What Is The Minimum And Maximum Limit For Investment? 

The bonds are issued in denominations of one gram of gold and the minimum 
investment which can be made is one gram.  

The maximum is 4 kg per individual in a particular financial year.  

In case of joint holding, the limit applies to the first holder. 
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4. What Is The Price Of The Sovereign Gold Bond? 

The price of one gram will be equivalent to the one gram of 999 purity gold.  

For price calculation purpose the average price of the last 3 working days of the 
previous week’s gold price will be considered. 

 

5. What Is The Interest Rate And How It Will Be Paid? Is The Interest 
Taxable? 

The interest rate as fixed by the Government of India is 2.50 % and the interest is 
payable semi-annually.  

Interest on the bonds is taxable as per the provisions of the Income-tax Act, 1961 
(43 of 1961). 

 

6. What About The Applicability Of Capital Gains Tax? 

Capital gains tax treatment will be the same as that for physical gold.  

The department of revenue has stated that they will consider indexation benefit if 
bond is transferred before maturity and complete capital gains tax exemption will be 
allowed at the time of redemption. 

 

7. How Does The Government Gain By Issuing The SGB? 

In India, demand for physical gold is amongst the highest in the world.  

This causes the government to import physical gold in large quantities which in turn 
is a drain on the foreign exchange reserve. 

Issuance of the SGB will help in reducing the physical demand and thus bring down 
the import bill for physical gold, considerably.  

The foreign exchange thus saved can be channelized to strengthen India’s economy. 

Based on your financial goals and existing portfolio, you can decide to invest in these 
bonds. 
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Chapter-4 

Gold ETF 
Gold ETF’s are open-ended mutual funds schemes where investors can buy and sell 
units of gold in ETF’s online.  

When an investor buys a unit of gold ETF, gold of the same value is bought in the 
funds.  

Gold ETF replicates the movement of gold price in the market.  

They can also be traded for in future by options. 

The possession of paper gold (SGB & ETF) gives you the comfort of storage safety 
from theft.  

It also gives you transparency in price and purity.  

You don’t want to enter into hustle about the purity with the buyer when en-cashing 
the SGB or ETF’s. 
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Conclusion 
Unless you are buying gold for personal consumption, it is not advisable to buy gold 
in the form of ornaments.  

If you are buying gold for your children’s future marriage or as an investment then 
you have options like SGB, ETF, and high purity (99.95%) bullion gold from a gold 
merchant. 

If buying a gold coin is your only idea, then the best option is a reputed or known 
jeweller.  

Just make sure the jeweller would buy back the gold coin at the current market 
price.  

Also keep the purchase bill safe, which will be required to verify the genuineness of 
the coin while selling. 
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