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Gold is your safety net
there’s an old Wall Street 
saying: ‘put 10% of your net 
worth into gold and hope it 
doesn’t go up.’ When gold flies, 
it means things are  
wrong elsewhere. 

Just now it’s tough to know 
where to invest your money. 
nowhere is safe. there have 
been two almighty stockmarket 
crashes in the last ten years. 
We have just had one of the 
greatest rallies in history. So 
who wants to buy stocks? 
there is so much risk. 

the property bubble in the Uk has been saved from popping 
by artificially low interest rates. But how long before that 
changes? pop it must. commodities are a risky game and hard 
to trade. the interest payable on government bonds make them 
a pointless investment. in fact, they look like the last bubble to 
pop. the only buyers seem to be people speculating that they 
can sell them back to central banks at a higher price.

you could leave your money in the bank, where up to £85,000 
is currently covered by the Financial Services compensation 
Scheme, in the Uk at least. But the banking crisis showed us 
that even they are vulnerable. And do you want all your money 
in an institution that is owned by the government, as some 
banks now are? And, for that matter, which currency should 
you hold your money in?

Sterling is vulnerable to political instability. the euro is a 
disaster. can it handle the different needs of the different 
member states?

the dollar has in past years tended to benefit from ‘safe haven’ 
inflows when investors get jittery, but the US has too much 
debt and too many obligations that will soon be maturing – 
indeed, credit-ratings agency Standard & poor’s downgraded 
the US from being a AAA-rated credit risk in August 2011. 
Across the world, governments are printing money, or have 
printed it, to bail out this woeful economic situation and in 
doing so are debasing their currencies. Do you want your 
wealth stored in an asset whose value is dependent on the 
intentions of politicians?

the current environment is one of negative real rates, where 
interest rates are below the rate of inflation. So by holding 
cash you are losing money. By doing this, policy-makers are 
effectively forcing people to speculate. Houses, stocks, all sorts 
of assets have been driven up to prices you would not see if 
interest rates were at normal levels. these levels bear no relation 
to actual earnings, be it wages, rent or cash flow. Another 
bubble is being blown

But policy-makers get away 
with it because asset prices, 
such as stocks and real 
estate, don’t show in official 
measures. if the retail price 
index (Rpi) or consumer 
price index (cpi) included 
asset prices, inflation would 
be far higher. Rates would 
have to go up. that is the 
last thing politicians and 
central bankers want. 
they are terrified of the 
consequences of higher rates. 
they are blowing bubble 
after bubble to create the 
illusion of wealth.

physical gold, however, is not the liability of any government. 
if you keep it at home or in a vault or safety deposit box 
somewhere, it is beyond the risk or control of any bank. it does 
not carry the risk associated with buying an individual company 
stock or bond – you can lose money on gold, but it won’t ever 
be worthless. it’s more portable and easier to sell than real 
estate, and the running costs are much lower. Ultimately, gold 
is the only liquid asset that does not carry the risk of being 
somebody else’s liability.

Gold keeps its value – unlike paper
Money serves two functions. one as a medium of exchange. 
the other as a store of wealth. Modern digital money is a quite 
wonderful medium of exchange. it really is. Almost too good. 
But it is a rotten store of wealth. 

Gold on the other hand is a rotten medium of exchange. it was 
even when the world was still on a gold standard. there’s too 
much wealth in too small a coin, so it’s useless for most day-to-
day purchases. that is why silver, copper and eventually paper 
found a monetary use. 

But gold is a great store of wealth. its purchasing power 
preserves over time. there is the wonderful observation that 
an ounce of gold would have bought a Roman senator a jolly 
decent toga and perhaps a pair of sandals. today the sterling 
equivalent (£800 or so) would buy your local Mp a very 
respectable suit and shoes. there is another story from the old 
testament where it is referenced that king nebuchadnezzar of 
Babylon was able to buy 350 loaves of bread with an ounce 
of gold. if a loaf now costs £1.50, then 350 loaves would cost 
about £525. With an ounce of gold now around £800, it buys 
you more bread now than in old testament times (bread has 
got cheaper with modern production methods). And the same 
gold dinar would buy you a lamb today, just as it would in 
ancient koranic times. 

So the same quantity of gold buys at least as much bread, meat 
and clothing as it did thousands of years ago. its purchasing 
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power has lasted over millennia.

compare that to sterling. the top chart – taken from a House 
of commons Research paper, of all things! – shows the fall 
in the purchasing power of sterling. the decline began in 
1914, when we first came off the gold standard. the same has 
happened to the US dollar (see the second chart). look at the 
decline of the US currency since 1913. What happened in 1913 
that kicked things off? the Federal Reserve Bank was formed.

oil is the most important commodity. the bottom chart 
shows how much oil costs in sterling and US dollars, versus 
how much oil costs in gold. one always thinks the oil price is 
volatile – but look how stable it is if you measure it in gold. 
How much better an environment would it be for global trade 
if money was this consistent and stable? 

not only does gold’s purchasing power preserve, so does 
the metal itself. it is immutable. it doesn’t tarnish. there 
was a recent discovery in east Anglia of icenian gold, buried 
almost 2,000 years ago. it was unearthed, more or less intact, 
unoxidised and unblemished. How long would a five pound 
note last buried underground? or digital currency stored on a 
hard drive?

The Golden Pyramid
Many people are nervous about buying gold bullion now 
because it has gone up so much over the last decade. But gold 
has fallen a long way in the last two years. And we think it is a 
good idea to have at least 5% of your net worth in gold. if you, 
for example, own a farm with a lot of land, you may not need 
as much bullion as your wealth is in tangible assets beyond the 
reach of companies, corporations or governments.

But if much of your wealth is tied up in paper assets, such as 
cash or equities, it is doubly important to carry a significant 
amount of bullion. the more defensive might have the entire 
precious metal component of their portfolio in gold and silver 
bullion, while more aggressive speculators might have as little as 
20%, preferring futures or mining stocks. 

the diagram below shows our suggested portfolio for a gold 

investor. Remember this is just a rough guide – your own 
portfolio breakdown will depend on your risk appetite and 

investment needs.

We recommend physical bullion first. Buying bullion is about 
insurance. certainly, gold may well rocket in price in the years 
to come, but even as your bullion makes a profit, your other 

Source: www.parliament.uk

Source: www.sharelynx.com

Source: www.goldmoney.com

Source: www.goldmoney.com
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investments might be falling. 

you can read all about how to buy physical bars and 
coins here.

next we would look at exchange-traded funds (etFs). these are 
extremely useful vehicles to get exposure to the gold price, but 
they are not the same as owning the metal itself. 

Finally, if you’re looking to profit from a surge in gold prices, 
another way to do so is through buying gold stocks. it is much 
more risky to buy a gold stock than it is to buy gold. you are 
taking on individual company risk and there are no end of 
things that can go wrong with a mining company: political 
problems, workforce problems, environmental problems, 
technical problems and any number of other pitfalls. But there 
are potentially far greater gains to be had.

A brief history of money
the poet, ezra pound, was absolutely right when he said: “in 
our time, the curse is monetary illiteracy, just as inability to 
read plain print was the curse of earlier centuries.” We need to 
understand what money was and now is, and how we got to 
where we are today.

Why do we need money at all? Barter is a wonderful system. 
Among its many beauties, it is hard to tax, so the government 
can’t get its grubby claws in on any deal. But because barter relies 
on ‘the Double coincidence of Wants’ – person A has to want 
what B is offering, at roughly the same time as B wants what A is 
offering – it is, sadly, impractical on a day-to-day basis.

let’s say A is an accountant and B is a plumber. in a society 
without money, for any transaction to take place between 
the two, B has to want his accounts doing within roughly the 
timeframe that A needs some plumbing done. there will be the 
occasions when this occurs, but they will be rare.

What’s needed is some means of storing the value of the work 
one of us has done for the other. this can then be used at a later 
stage to buy other goods or services. numerous barter websites 
are currently thriving and giving some kind of resurgence to the 
barter system. But they all rely on some system of storing the 
value of the work you have done or goods you have sold, that 
can later be exchanged for other goods or services. in many 
cases – such as on eBay and Amazon – they use a points system. 
But all these boil down to is a different form of money.

The birth of money
like it or loathe it, a society can’t function without money. even 
the most primitive developed some kind of payments system. 

in tribal and primitive societies, money serviced as a means 
for resolving conflicts. As the anthropologist David Graeber 
puts it in his recent book Debt: the First 5,000 years, money 
in these societies was a way “to arrange marriages, establish 
the paternity of children, head off feuds, console mourners 
at funerals, seek forgiveness in the case of crimes, negotiate 
treaties, acquire followers”. Money was our way of maintaining 
trust and social cohesion.

later, as we left tribal societies and began to trade with far-
flung strangers, we began to use shells, cocoa beans, various 
metals, even feathers as means of exchange. At one stage Roman 

soldiers were paid in salt, giving us the word ‘salary’. these early 
forms of money were ‘commodity money’.

the most widely and successfully used forms of this money 
were gold and silver. the words ‘silver’ and ‘money’ are 
interchangeable in 90 or more different languages: ‘argent’ in 
French, ‘plata’ in Spanish, for example. trade was facilitated by 
the casting of gold and silver coins which certified the weight 
and purity of the metal content.

the names of many modern currencies were originally the 
name of a unit of weight. one pound sterling meant a pound 
of sterling silver. the dollar derives from the world ‘thaler’, an 
ounce weight of silver originally coined by one 
count Schlick in the 16th century. 

there are also early examples of “fiat” currencies – meaning 
currencies whose worth is declared by some ruling diktat or 
law, rather than on the underlying value of the metal. examples 
include a system in Sparta, somewhere between 750 and 415 Bc 
using iron disks, one in Athens based on copper; and one early 
Roman system based on bronze tablets. in all these cases the 
value of the metal in the coins was actually less than the ‘face 
value’ that was stamped on them. 

As people needed somewhere to store their gold and silver, they 
turned to the local goldsmith. He would issue a certificate as a 
receipt for gold placed in his vaults. over time, people began to 
use these certificates in the marketplace as if they were the gold 
itself. Governments issued such notes, which in the case of the 
pound were considered ‘as good as gold’. World trade had slowly 
moved from a ‘commodity money’ to a ‘representative money’. 

Modern banking creeps in
it is at this stage in money’s history that the beginnings of 
modern banking crept in. Seeing that very few depositors ever 
removed their actual gold, using the certificates for trade instead, 
goldsmiths realised they could make money by lending out 
certificates against depositors’ gold. Despite the inherent duplicity 
in the scheme – lending what is not yours to lend – it worked. 
the depositors did not lose anything. As long as there was no 
bank run, their gold was still safe in the goldsmith’s vault. 

But depositors soon wanted their share. Rather than taking back 
their gold, they demanded that the goldsmith, now in effect their 

http://moneyweek.com/how-to-buy-gold-bullion-55811/
http://moneyweek.com/how-to-buy-gold-bullion-55811/
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banker, pay them a share of the interest. So the goldsmith would 
pay one rate on deposits, then lend at a higher rate. the next 
stage in the development of banking saw goldsmiths lending out 
more gold than was on deposit. 

the trouble was that, in times of panic, some borrowers might 
demand their real gold back, instead of the paper certificates. 
then you had the dreaded run on the bank, with the banker not 
having enough gold and silver to redeem all the paper he had 
put out. it would have been straightforward to outlaw this new 
lending practice, but the large volumes of credit the bankers had 
issued made huge european commercial expansion and, indeed, 
the industrial Revolution, possible. So instead, the practice was 
legalised and regulated. 

the monetary system had moved on from representative to 
‘debt’. But as the Roman author publilius Syrus said in the first 
century Bc, “Debt is the slavery of the free”. 

Bankers agreed limits on the amount of money that could be 
lent out. these limits were still far larger than the amount 
of gold and silver on deposit. Usually the ratio was nine 
loaned units to one actual unit in gold. this is the essence 
of the modern fractional reserve banking system. it was also 
arranged that, in the event of a run, central banks would 
support local banks with emergency gold. only if there were 
runs on lots of banks at the same time would the bankers’ 
credit bubble burst and the system come crashing down.

Gold is a natural candidate to use as money
By the 20th century, this fractional reserve system, where you 
need only hold a fraction of the money you lend out, became 
the world’s dominant banking system. But at the same time, a 
more ominous problem was developing: the amount of gold 
backing the paper money steadily shrank. 

Britain came off the Gold Standard in 1914 because the 
country needed to print money to pay for World War one. 
So did the Germans. By 1944, the USA and Switzerland were 
the only major nations left with a currency backed by gold. 
With the Bretton Woods agreement of 1944, which established 
monetary order between the major industrial countries at the 
end of World War two, the dollar became the global reserve 
currency. it was pegged to gold at $35 an ounce.

throughout the 1960s, however, firstly president lyndon 
Johnson, then his successor Richard nixon, allowed many 
more dollars to be issued or printed than they had gold to 
back them. they needed to pay for their new, expensive 
welfare systems and for the war in vietnam. And this were 
things begin to get really slippery.

the French, under charles De Gaulle, recognised this and began 
demanding gold in return for their dollars at the agreed rate of 
$35 per ounce. initially, the US coughed up, but in 1971, as the 
run on the dollar sped up, and faced with the rising cost of the 
vietnam War, president nixon removed the dollar from the gold 
standard altogether. 

this move was arguably a breach of the US constitution 
which clearly states that nothing but gold and silver should be 

money. Article i, Section 10, clause 1 reads: ‘no State shall... 
coin Money; emit Bills of credit; make any thing but gold and 
silver coin a tender in payment of Debt.’ America’s Founding 
Fathers, having had their own currencies collapse, wrote this 
clause with good reason.

The era of fiat money 
nevertheless, after 1971, for the first time in history, with the 
exception of the Swiss franc (which has since followed), no 
currency on the planet, nor any small fraction of any currency, 
was backed by anything tangible. the basic nature of money 
had changed again. We were now in an era where money is 
money by fiat. 

that is, by government edict – by the law. that’s all. 

in the past, people had the choice to refuse privately created 
bank credit notes, but now legal tender laws declare that 
citizens must accept this fiat currency as payment. the value of 
a fiat currency is determined by how it trades against other fiat 
currencies on international currency markets. 

the status of the money is protected by the fact that 
governments demand tax be paid in that currency. the status 
of the dollar was also protected indirectly by the US military 
and by oil being bought and sold in dollars. Since that fateful 
day in 1971, debt has grown exponentially and there has been 
nothing to stop it. We have seen the formation of the greatest 
credit bubble in history – greater than the South Sea Bubble, 
than the Dutch tulip bubble, than John law’s Mississippi 
Bubble which brought about economic collapse in France – 
and are about to face the consequences. 

With gold as money, such expansion would never have been 
possible because there would not have been the gold to pay for 
it. But with modern money that can be endlessly issued, there 
was no such restriction.

the modern monetary system relies on ever-expanding debt 
to function. Some new money is physically printed, but most 
money – over 90%, according to the Money Reform party – is 
created digitally through the issuance of debt. 

Say you want to buy a house. you go to the bank with this 
proposal, they create the money and then lend it to you, receiving 
the deeds to the house as collateral. you then pay interest on this 
newly created money that didn’t previously exist. that newly-
created money then goes into the economy and gets spent.

that’s how the system works. indeed a modern British banknote 
is effectively just a credit note. on it is written, ‘i promise to pay 
the bearer the sum of X pounds’. it is a credit note for something 
intangible, something that doesn’t even exist. it’s rather absurd 
when you think about it.

there is an idea that successful business ventures create money. 
But no economic activity has created any money. it has generated 
revenue yes, but actually created money, no. only new debt 
creates new money. thus the only way to service the entire debt 
of the system is for that system to take out more debt. But as debt 
grows, so the cost of servicing it rises and you have this never-



7

A MoneyWeek SpeciAl inveStMent RepoRt

ending bubble of expansion that requires people to work harder 
and harder and business to expand and expand until eventually 
the cost of servicing the debt becomes too great and the whole 
system comes crashing down. that is where we are now. 

Governments worldwide are trying desperately to keep the 
system going by encouraging more and more lending. But they 
are ultimately doomed to failure. 

How to buy bullion
Physical gold
physical gold should form a part of a properly diversified 
portfolio. Gold remains a universal finite currency, held by every 
central bank of note in the world. And central banks became net 
buyers of gold in 2009 for the first time since 1988. the indian 
central Bank’s purchase of 200 tonnes of gold from the iMF in 
october 2009 is the biggest single central bank purchase in such 
a short period of time (at least known to the markets) for at least 
30 years.

in the same way that the family home should not be regarded as 
an investment, gold bullion is not an investment per se, rather a 
form of ‘saving for a rainy day’ or of financial insurance. it is to 
be taken possession of or stored with a secure third party and 
should not be traded. one does not trade an insurance policy 
and thus as a form of financial insurance, physical gold should 
not be traded.

Gold is money and is the ultimate safe haven asset and a great 
way, if not the best way, of ensuring wealth preservation and 
for passing wealth from one generation to the next. once 
the solid base or core holding of gold bullion is achieved in a 
portfolio then other investments in gold such as mining stocks 
and mutual funds and other more speculative gold investments 
can be considered.

Watch MoneyWeek’s Deputy editor ed Bowsher make his first 
gold purchase at a london gold dealer and find out how the 
process works here.

Modern bullion coins and bars
Modern bullion coins allow investors to own investment  
grade gold (between 0.90 and 0.9999 fineness) legal tender 
coins at a small premium to the spot price of gold as quoted 
on the markets.

Watch MoneyWeek’s Deputy Editor, Ed Bowsher, make his first gold purchase

http://moneyweek.com/videos/how-to-buy-gold/
http://moneyweek.com/videos/how-to-buy-gold/
http://moneyweek.com/videos/how-to-buy-gold/
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the value of bullion coins and bars is determined almost 
solely by the price of gold and thus follows the bullion price. 
larger bars are not generally taken delivery of due to the cost 
of insured delivery and the security implications of having 
very large amounts of bullion outside the chain of integrity 
(say in a private residence). 

Gold, silver, and platinum are all available in the form of 
bullion coins, minted in the Uk, the US, in canada, South 
Africa, Austria, Australia, china and other countries. Most 
bullion coins are minted in 1/10oz, 1/4oz, 1/2oz & 1oz form 

(and some can be bought in 2oz, 10oz & 1 kilo). However, 
one ounce gold bullion coins such as krugerrands or 
Britannias are by far the most popular for both small investors 
and high net worth individuals who see the advantages of 
owning legal tender bullion coins, either in their possession or 
in depositories, and recognise the advantages of the divisibility 
afforded by them.

Buying investment grade gold bullion for investment is stamp 
duty free and tax free (vAt exempt) in the Uk and eU due to 
the eU Gold Directive of 2000.

Buying bullion and having it 
delivered is the most old-fashioned 
way of owning gold. It is a very nice 
feeling to have the gold you own in 
your hand. (You’ll have to make sure 
you have somewhere safe to store  
it though). 

But coin dealers do charge quite a 
spread between their buy and sell 
prices. It is not the cheapest way 
to buy bullion. Nevertheless if you 
want to purchase gold and have  
it delivered in the UK, here are 
some options:

Baird and Co (www.goldline.co.uk): you 
can also open allocated and non-
allocated accounts with Baird.

ATS Bullion (www.atsbullion.com)

Chards (www.chards.co.uk); 

Coin Invest Direct 
(www.coininvestdirect.com/main.php);

Tax Free Gold (www.taxfreegold.co.uk/)

Having gold stored for you
If you want to buy gold, but have the 
company you buy it from look after it 
in your name, the options are:

James Turk’s GoldMoney 
(www.goldmoney.com)
Goldmoney has devised a patent 
for making and receiving payment 
in digital gold which could be the 
model for the next world banking 
system when our current one  
(dead, but still feeding) is  
finally abandoned.

Paul Tustain’s Bullion Vault (www.
bullionvault.com):
Slightly cheaper than GoldMoney, 
Bullion Vault has devised an 
ingenious method for buying and 
selling gold and silver to and from 
other BV users. Charges start from 
2.06% over two years.

The Perth Mint, Australia  
(www.perthmint.com.au):
The Perth Mint does various 
options. It will store gold for you 
and do delivery later if you wish. 
British readers can get hold of 
Perth Mint certificates by contacting 
Dublin-based bullion dealer, www.
goldcore.com.

How to buy bullion

Note: the FCA does not regulate certain activites, including the buying and selling of some commodities such as gold.
Please not: MoneyWeek Ltd receives commissions from BullionVault.com

For a full list on where and how to buy gold bullion coins and 
bars, see MoneyWeek’s comparison of leading gold brokers.

Semi-numismatic and numismatic gold coins
numismatic or older and rare coins are bought not solely for 
their precious metal content but also for their rarity and their 
historical, aesthetic appeal. they are leveraged to the gold price 
which means that the price of these coins will generally surpass 
and increase faster than the gold price in a bull market (due to 
their historical and aesthetic value and to their rarity) and will 
decrease by more when gold is in a bear market.

the British Gold Sovereign (originally the one pound coin) is the 
most widely traded and owned semi-numismatic gold coin in 
the world. important is the fact that, unlike the other forms of 
gold investment, British gold sovereigns are not subject to capital 
gains tax (cGt). thus all post-1837 British gold sovereigns – 
because they are legal tender and have a legal tender face value – 
are capital gains tax free, which is obviously a significant benefit 

to investors vis-à-vis other gold  investments.

Also highly owned are high-quality pre-1933 gold coins 
graded MS-65 or better by either the professional coin 
Grading Service or the numismatic Guaranty corporation. 
they are bought by both collectors and investors and most 
opt to take possession of these older coins unless they have 
invested in significant quantities.

insured delivery of bullion and numismatics is usually some 
1%-2% of the total value.  insured storage of bullion and 
numismatic coins in an allocated account will cost some 1% per 
annum. investors should choose their storage provider carefully, 
making sure of a high credit rating and high net worth. this 
leads some to prefer an offshore bank or specialist depository.

http://www.goldline.co.uk/
http://www.atsbullion.com/
http://www.chards.co.uk/
http://www.coininvestdirect.com/main.php
http://www.taxfreegold.co.uk/
http://www.goldmoney.com
http://www.bullionvault.com
http://www.bullionvault.com
http://www.perthmint.com.au
http://moneyweek.com/buy-gold-where-and-how-to-gold-bullion-coins-bars-14600/
http://moneyweek.com/buy-gold-where-and-how-to-gold-bullion-coins-bars-14600/
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Gold coins (from top left to right): The Canadian Maple. The American Eagle. The Australian Nugget. The Austrian Philharmonica. 
The South African Krugerrand. The Chinese Panda. The Sovereign. The Britannia.

The most famous bullion coin to the UK investor 
is the sovereign – the old pound coin. It’s about 
the same size as a 2p piece and weighs the 
same, quarter of an ounce. It’s amazing to think 
that what once meant a pound now costs over 
£200. Sovereigns have a lot going for them. 
They are internationally recognized – they 
are the most widely traded semi-numismatic 
gold coin in the world. There is constant and 
excellent liquidity in most countries. Such is 
their universality, I understand that US pilots are 
armed with a couple in their emergency packs. 

The difference in price between a Victorian 
or Edwardian sovereign and a modern one is 
minimal. So you are picking up an antique at 
very little premium to the spot price of gold. It’s 
possible that this antiquity will lead to some 
extra numismatic and collectible value being 
given to the coin at some later stage. Sovereigns 
are actually legal tender, so if you sell them at a 
profit, there is no capital gains tax (CGT) to pay. 
Anyone buying gold should most certainly have 
some sovereigns in their portfolio. However, 

sovereigns, despite their fame, are in our view 
among the least attractive gold coins. Britannias 
(one ounce) are infinitely more pleasing to look 
at and handle. (They too are exempt from CGT). 
Britannias are much rarer, however, and less 
recognised.

Other notable one ounce gold bullion coins, 
pictured above, include the following: the 
South African Krugerrand –  the Canadian 
Maple; the American Eagle; the Australian 
Nugget; the Austrian Philharmonica (another 
lovely coin); the Chinese Panda (my favourite, 
along with the Britannia, of the one ounce 
coins).

There are other, rarer bullion coins which have 
collectible value, and a great deal of money 
can be made from the right investment, but 
numismatic coins are beyond the scope of this 
report. You must take your own advice on this. 

What bullion should you buy?

Note: the FCA does not regulate certain activites, including the buying and selling of some commodities such as gold.
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Here at MoneyWeek we specialise in showing you the surest ways to protect and grow your wealth. Be it gold, 
energy, mining or oil. every week we bring you exclusive articles and insight from world-leading investors and 
present you with unparalleled profit opportunities. And today we’re offering you 3 FREE issues, so you can see first-
hand how to play the gold markets.

Simply click here now and we’ll rush our next 3 issues 
straight to your door, completely FREE!

How to buy gold exchange-
traded funds
one of the simplest ways to own gold is to buy one of the many 
gold exchange-traded funds (etFs). An etF is a fund that trades 
on the stockmarket, much like a stock. 

in the case of gold etFs, the fund tracks the price of gold. 
effectively, you are buying a share of gold that is stored safely in 
vaults. there are pros and cons to owning an etF. 

the biggest pro is how easy it is to buy and sell. you simply 
phone up your broker or go online, type in the ticker symbol 
and place the trade. 

the  con is that you don’t actually own the bullion in the way 
that you do with Goldmoney or Bullion vault, or if you have it 
in your hand, although it is possible, if rather complicated, to 
actually take delivery of gold from certain etFs. 

our stance is that we use the etFs as a trading vehicle, but 
we prefer the other methods outlined above for our long-term 
gold holdings.

the most liquid of the gold etFs is the US-listed GlD. the 
largest Uk-listed gold trackers are etF Securities physical Gold 
(lSe:pHAU) and Gold Bullion Securities (lSe:GBS). We would 
consider the sterling denominated versions of the Uk-listed etFs 
(pHGp; GBSS) for each with which you can hold them in Sipps 
and isa.

For free and impartial information on gold ETFs, bullion 
coins and bars, see MoneyWeek’s beginners guide to invest in 
gold.

http://pro1.moneyweek.com/242365/
http://pro1.moneyweek.com/242365/
http://moneyweek.com/a-beginners-guide-to-investing-in-gold/
http://moneyweek.com/a-beginners-guide-to-investing-in-gold/
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