PENSIONS

If you’re
taking a
short-term
view, the past
year has not
been good for
those with a
large
exposure to
gold in their
portfolios.
However,
when
assessing
performance
over decades
and even
centuries,
gold has been
an effective
way to
preserve
purchasing
power.

Planning for a golden retirement
aintaining a long-term view of
wealth in today’s challenging
economic environment is
difficult. However, taking a
long-term view is especially
important when considering how to allocate
your pension investments. Professional
advice should be obtained and allocations
reviewed on a regular basis, as the facts
of each person’s financial situation will
determine whether holding physical gold
as part of their pension investment strategy
is appropriate. It is important though to
understand the nature of gold before assessing
its possible inclusion in a pension portfolio.

M

Should not gold be viewed
as just another volatile commodity?
All commodities are produced for
consumption and, therefore, disappear. In
contrast, nearly all the gold mined throughout
history still exists in its above-ground
stock, so it is fundamentally different from
commodities. Given that the value of each
tangible asset derives from its usefulness
and further, that gold is not consumed
and so does not disappear after use like
commodities, the value arises differently
than that of commodities. Gold is a unique,

inimitable tangible asset that is produced
for accumulation because it is money,
not a consumable commodity. Therefore,
gold should not be viewed merely as an
investment, but as a wealth-preserving asset.

Hasn’t this been a poor
year for gold returns?
If you’re taking a short-term view, the past
year has not been good for those with a large
exposure to gold in their portfolios. However,
when assessing performance over decades and
even centuries, gold has been an effective way
to preserve purchasing power. For example,
an ounce of gold buys approximately the
same amount of crude oil it did 60 years ago.
What’s more, it also buys about the same
amount of crude oil today as at any other
time during this period. This remarkable
consistency holds true across many examples
and much longer time periods - for example,
the amount of bread or clothing that an ounce
of gold could buy 2,000 years ago. What gold
has done exceptionally well throughout
history – and better than any national
currency – is preserve purchasing power,
which is one of the basic functions of money.

Please note that GoldMoney does not give advice on pension planning. Such advice should be sought from a person or
body who is regulated to provide this. Information relating to Jersey tax law is provided for general guidance only.
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Is it the right time to buy gold for retirement
purposes? Martyn White of GoldMoney answers
some pertinent questions.
Why has the purchasing power of gold been
so consistent over long time periods?
Gold preserves purchasing power because
the above ground stock of gold (the goldmoney supply) rises by about 1.75% per
annum year after year, and this growth rate
is approximately equal to world population
growth and annual new wealth creation
globally. In contrast, the growth rate of
national currencies can vary greatly. Like all
assets, gold can at times become overvalued
and undervalued but over the long term gold
has maintained consistent purchasing power.

Can local residents purchase
physical gold for their Jersey pensions?
As well as Self Invested Personal Pensions,
gold has been included among the list
of approved investments for Retirement
Annuity Trust Schemes (RATs). Up until
now only cash, securities or financial
instruments traded on a recognised stock
exchange, and units in collective investment
funds, were able to be included in the RAT
pension schemes. Other forms of “tangible
moveable property” are not permitted.

company, and stored in independent, fully
insured allocated storage, can be used.
GoldMoney fits all of these criteria, and we
are now working with local RAT scheme
pension providers to develop this offering.

What about owning gold
through Exchange Traded Funds?
Exchange Traded Funds (ETFs), even if
backed by gold, are not usually considered
to be “tangible moveable property” and,
therefore, may be permitted to be held in
a Jersey pension. However, one needs to
keep in mind that ETFs are a form of “paper
gold” with associated counterparty risk.
“Paper gold” provides exposure to the gold
price by tracking the spot price of gold.
Consequently, you can use “paper gold”
as a trading tool but it is not an alternative to
owning physical metal. If you want to own
gold because of its safe-haven attributes,
then buy physical metal. And there
are only two ways to own physical
gold: either buy physical gold and
store it under your own control or
have another party do this for you.

Only investment grade gold bullion
purchased through a regulated gold bullion
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