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Golden
Opportunities:

‘Elevating Portfolios
with Real Assets

A robust long-term portfolio needs to be well-diversified and spread across multiple asset classes and investment types that add unique value to
the portfolio and serve diversified goals. Financial assets are intangible and offer a contractual right or ownership claim to the holder of the contract.
Real assets, on the other hand, are tangible and derive their value from their own physical attributes. Further, real assets have the potential to add
differentiated value to the investment portfolio. They act as a good hedge against inflation, offer the potential for competitive returns, and help in
portfolio diversification due to low correlation with stocks and bonds. Thus, they help in providing stability, limiting overall portfolio losses, and
potentially improving portfolio’s risk adjusted returns.

Metals Leading the Way

Among real assets, metals—precious and industrial—stand out for their enduring value. Precious metals such as gold and industrial use precious
metals like silver, platinum, and palladium offer strong potential to deliver lasting real value.

Gold / Silver Platinum and Palladium J

The yellow metal is treated as a universal
currency & store of value as well as it acts
as an excellent substitute for cash - a
time-honoured safeguard against
inflation and deflation alike. Further, due
to its low correlation with equities and
bonds, gold is also an excellent portfolio
diversifier, mitigating the impact of
financial losses on the investment
portfolio.

In addition to being a part of jewellery,
silver has strong industrial usage as well.
It is used in Electric Vehicles (EVs), solar
panels, smartphones, bearings,
electronics, etc. Considering its linkage
to both traditional and new-age
industries, the demand for silver is
expected to remain strong. However, it
is important to recognise that silver
prices are significantly influenced by
economic activity and can thus be fairly
volatile/cyclical.

These PGM suite metals have gained
traction due to demand from the
automotive industry and the hydrogen
economy (likely in future). While both
metals are widely used in catalytic
converters for internal combustion
engines (ICEs), Platinum, known for
stability in fuel cells, is likely to find use
in hydrogen-based Fuel Cell Electric
Vehicles (FCEV). Despite the shift
towards EVs, demand from the auto
industry is expected to persist in the
near term.

Overall, real assets like gold, silver, platinum, and palladium can add significant value to investment portfolios both in the short-term and the
long-term. While exposure to gold serves a strategic, long-term insurance, exposure to platinum and palladium offers more tactical, cyclical value.
However, they are not without risks, and investors should take exposure herein based on their own risk-return profile and asset allocation strategy.
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Long term trend line charts suggest that gold and silver prices are already in robust upward momentum while platinum and palladium are
interestingly poised from a contrarian perspective.

Source: Multi-Act Quant Desk

Exhibit: MCXGOLD Commaodity price from 28 June 1974 to 30 Aug 2024
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Exhibit: MCX Silver Commodity price (INR/Kg) from 1973 to 29 Aug 2024
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Exhibit: Palladium NYMEX near term price from 1977 to 18 July 2024
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Exhibit: Platinum NYMEX near term price from 1968 to 18 July 2024
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Typically, gold-silver ratio above 90 levels triggers a relative play towards silver (from a mean reversion perspective). As can be seen below,
owing to silver’s recent rally/outperformance, the ratio has already declined to near 80 levels.

Gold / Silver Ratio since 1693
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How can one strategically position exposure
to these metals?

Gold, due to its proposition as a store of value and
stability, should form the portfolio’s core exposure to
precious metals. Silver, with its commercial and
industrial relevance, is a relative play against gold.

Investors with a contrarian outlook and a medium term
perspective may consider initiating moderate exposure
currently to platinum and palladium within their
portfolio fitment of ‘Real Assets/Natural Resources’,
with a view to add later when the cycle/commodity
prices start reflecting buoyancy.

What are the ways to gain exposure to these
precious and industrial use precious metals?

You can gain exposure to these metals through any of
the below mentioned avenues:

« Direct commodity/bullion: Where possible, subject
to purity, storage, safety, logistics aspects.

Sovereign gold bonds (SGBs): When it comes to
exposure to gold for Indian investors, SGBs offer a
compelling investment route, offering capital
appreciation linked to gold prices and additional
interest.

Gold and Silver ETFs (within investors’ local domain)
are also viable investment options. Gold Mining
stocks are also good investment options (subject to
investor access).

« For PGM suite metals (Platinum and Palladium),
Bullion-backed funds like iShares Physical Platinum
ETC (SPLT) or WisdomTree Physical Palladium ETC
(ISIN: JEOOB1VS3002).

« Direct equity: Though some PGM miners are listed,
factors like geography and lower market caps may
limit accessibility.

Investors should consider that some investment
avenues might vary by availability and access. Recent
budget changes have also eased the taxation impact on
overseas ETFs (for holdings beyond two years). Read
here and here.
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What are some risks associated with
investing in platinum and palladium?

Some of the risks investors should be cognisant about
while investing in platinum and palladium include:

» Economic Cyclicality: Recession or deflation may
reduce demand, particularly in the auto sector.

- Shift to Battery-Powered EVs: The rise of fully
battery-powered EVs could gradually lessen demand
from the ICE and hybrid vehicle segments.

- Limited Liquidity: Lower production, stock
limitations, and concentrated demand/supply make
these metals less ideal as stores of value, especially
compared to gold and silver.

+ Geopolitical Risks: Dependency on high-risk regions
or low-price supplies from regions like Russia
introduces volatility.

In the short-term, when it comes to
allocation to precious metals, platinum-
palladium jostles for space with other metals
like gold and silver. How should allocators
address this?

One can review the platinum to gold and the platinum
to silver ratios to evaluate short-term allocations.
Currently, due to gold’s recent rally, the ratio is heavily
skewed towards gold. This is being mirrored in silver as
well. From that perspective, mean reversion can be a
contrarian proposition for platinum and palladium.
However, it is important to be cognisant of commodity
specific risk factors and issues that could impact this
ratio.

While gold exposure is a permanent feature in our
advisory, we have been advising investments into
platinum and palladium to our clients since the middle
of this year. We had also found opportunistic play in
silver a few months back when the gold-silver ratio was
upward of 90 levels.


https://www.businesstoday.in/personal-finance/investment/story/budget-2024-how-international-funds-have-become-more-attractive-after-tweaks-in-capital-gain-tax-tweaks-439990-2024-08-03
https://economictimes.indiatimes.com/mf/analysis/budget-2024-tilts-tax-scale-in-favour-of-international-mutual-funds-time-to-go-global/articleshow/112125528.cms?from=mdr
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Multi-Act Trade and Investments Private Limited (MATI) is a SEBI Registered Investment Advisor having Registration No. INAOO0008589. It provides investment advisory and
affiliated research services to its clients. Research data and reports shared with clients and public at large through electronic medium are for information and general reading
purpose only and neither does it constitute any guidelines or recommendations on any course of action to be followed by the reader/receiver nor does it solicit buying or
selling of any securities or financial product. The information in this newsletter is prepared on the basis of publicly available information, internally developed data and other
sources believed to be reliable. The information prepared by MATI does not contain and is not based on any non-public, material information considered price sensitive or
otherwise. The recipient of information is advised to exercise independent judgment and act upon the same based on their sole discretion, own investigations, and risk-reward
preferences.

The opinions (if any) expressed in the newsletter by MATI are personal opinion and the same are relevant to the date of the report, which, with reasonable passing of time
and based on market conditions, are subject to change without notice.

Any direct or indirect reproduction or duplication or distribution of the newsletter, without the written consent of MATI, will be considered an infringement.

MATI, its associates or any of their respective directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness,
adequacy and reliability of such information and consequently are not liable for (a) any decisions taken based on the same or (b) any direct, indirect, special, incidental,
consequential, punitive or exemplary damages, including lost profits arising in any way from the information.

It is stated that, as permitted by SEBI Regulations and the Company’s Employee Dealing Policy, MATI and/or its associates, affiliates and/or individuals thereof may have
interests in securities, if any, referred to in the information provided and may make purchases or sale thereof while the information is in circulation.

Investment in securities market is subject to market risks. Read all the related documents carefully before investing.

Registration granted by SEBI, membership of BASL and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to
investors.

RIA Name: Multi-Act Trade and Investments Private Limited Type of Registration: Non-Individual
RIA Registration number: INAO00008589 (Validity: Perpetual) CIN: U65920MH1997PTC109513
BASL Membership ID: 1398 Regd. Office: Ground Floor, ICC Chambers |, Saki Vihar Road, Powai,

Mumbai —400 072, Maharashtra. 022-61408989

Visit our website https://multi-act.com/ for additional disclosures and disclaimer.



