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NewGold provides investors with the simplest and cost-effective 
way to invest directly into actual gold. The Fund tracks the gold 
spot price and enable investors to invest in a listed security 
structured as debenture and each security issued is equivalenvt 
to 1/100th ounces of gold less annual sales charge of 0.30% 
and physically backed by gold bullion ICBC Standard Bank as its 
custodian.
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Investment Case
Investment case for NewGold is based on investment characteristics for gold as viable asset that need to be considered for 
a place in a multi-asset portfolio construction. Gold can be use both tactically and strategically by portfolio manager in the 
multi-asset portfolio. Tactically it has been used historically to preserve value of investment during:

	• Systematic risk events 
	• Geopolitical stress
	• High global currency fluctuation 

Strategically gold has been used by investors as an effective diversifier and as a source of long-term return in a multi-asset 
portfolio. 

Gold’s key attributes
Returns

Gold has many key attributes but for the purpose of this paper, the focus will be on return and diversification. Investors have 
long considered gold a beneficial asset during periods of uncertainty. Yet, historically, it has generated long-term positive 
returns in both good and bad economic times. Its long-term return nature stems from its diverse source of demand and use. 
Gold is used as both investment asset and consumer goods. Gold in US Dollar has increased by nearly 8% per year since 1971 
according to World Gold Council, a year that marked the gold IPO. Gold performance is comparable to equities and bonds and 
has outperformed other asset classes over 20 years.

Annualised Return over the past 3, 5, 10 and 20 years*
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Diversification
Effective diversifiers are sometimes hard to find. Many assets become increasingly correlated as market uncertainty rises 
and volatility is more pronounced, driven in part by risk-on/risk-off investment decisions. Gold has historically proven to be 
different to other asset classes. WGC and other investment houses had look at gold correlation to global investible asset 
classes and most analysis outcome indicate that gold can be an effective diversifier.

We did a similar analysis to demonstrate that gold could achieve a similar outcome when compared with South Africa (SA) 
investible assets. We compared NewGold as it tracks ZAR price of gold vs SA investible assets as represented by major 
reference indices. We look at period from 2004 which to IPO for NewGold until 2023. The results were not surprising, it 
demonstrated that NewGold has low to negative correlation with SA investible assets, making one of the effective diversifier 
and good risk management tool.

Correlation Matrix (ZAR) 

Other considerations for gold tactical allocation.

Storage of value

Historically, major currencies were pegged to gold during period known as gold standard which ended in 1971 which 
marked the period also termed “the IPO” for gold. Since then, with few exceptions, gold has significantly outperformed all 
major currencies and commodities as a means of exchange. A key factor behind this robust performance is that gold mine 
production has grown slowly over time – increasing by approximately 1.7% per year over the past 20 years according to WGC 
while growth money supplier has been unprecedented. Gold has historically preserved purchasing power across multiple 
inflationary environments which made it also considered as one of the tools to manage inflation risk. 

Interest rates

Real interest rates affect the gold price, higher interest rate is considered bad for the gold price and is considered as an 
opportunity cost for holding gold in a portfolio. Investors who want to benefit from short-term movement of gold prices will 
need to also in addition to other factors pay attention to the short-term interest rate movements. Gold in a portfolio can 
also be considered currency hedge especially in markets whose investments are valued in currencies that are too sensitive to 
US Dollar movements. 

Gold can be used as core diversify and can help improve overall risk adjust return even at different allocation level. Our view 
is that NewGold provide investors with direct exposure to gold.
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Case for inclusion of NewGold in a multi-asset portfolio construction  

•	 A South African multi-asset hypothetical portfolio was developed. 

•	 It is consisting of all investible capital assets represented by respective market indices.
•	 % allocation per asset class was based on average allocation by multi-asset managers AUM survey report for 2023 in 

conjunction with ASISA high equity portfolio asset allocation.
•	 To examine the potential outcome, we added 2.5%, 5%, 7.5% and 10% strategic allocation to NewGold into hypothetical 

portfolio.
•	 When allocating gold, we reduce exposure to other asset classes in proportion to their original weighting to multi-asset 

portfolio with zero gold allocation.

Table to be redrawn

Hypothetical Portfolios - % exposure per asset class

Asset Class Market Indices Portfolio 1 Portfolio 2 Portfolio 3 Portfolio 4 Portfolio 5

Cash STEFI 3 Month Index 5,00 5,00 5,00 5,00 5,00

5,00 5,00 5,00 5,00 5,00

SA Equities FTSE JSE All Share Index Total 
Return Value 

35,00 33,99 32,99 31,98 30,98

Int. Equities MSCI All Country World Index  
TR Gross

35,00 33,99 32,99 31,98 30,98

Properties FTSE/JSE SA Listed Property 
Total Return Index

3,00 3,00 3,00 3,00 3,00

Total Equities 73,00 70,99 68,98 66,97 64,95

SA Bonds FTSE/JSE ALBI Total Return 
Index 

17,00 16,51 16,02 15,53 15,05

Int. Bonds Bloomberg Global Aggregate 
Bond TR Index

5,00 5,00 5,00 5,00 5,00

Total Bonds 22,00 21,51 21,02 20,53 20,05

Gold 2,50 5,00 7,50 10,00

Altern, Assets 2,50 5,00 7,50 10,00

Total 100,00 100,00 100,00 100,00 100,00
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Options for finding right gold for your portfolio.

Mining stocks/Gold Mining Stocks Index ETF

•	 This represents indirect method to invest in gold as stock price may be affected by other factors other than gold price.
•	 Mining stocks also pay income to investors when the company is doing well.
•	 Offer potential leverage to price of gold but when gold price fall, the loss could be amplified.
•	 Negative news relating to mining company is likely to increase price risk of stock but may have zero or positive impact on 

the prize of gold i.e., industrial actions.

Gold coins or bars

•	 Kruger Rand is still popular way to invest in gold especially for retail investors to gain exposure to gold.
•	 Insurance, storage costs and liquidity are a big consideration for institutional investors hence they prefer other options.
•	 Investors are generally required to pay a premium over spot to make it attractive to the seller.

Gold backed ETFs

•	 Offers direct exposure to gold through passive investing i, e tracking the price of gold.
•	 The ETF is physically backed by gold in a ring-fenced structure that eliminated credit risk.
•	 Provide cost-effective and efficient access to gold as it is structured as low-cost product.
•	 Open ended structure is regulated and has regulated market maker to provide liquidity. 
•	 Provide various trading options i.e., bartering and market trade to reduce arbitrage and reduce tracking errors to 

regulated trading costs.

From the results shown below, we found that in our hypothetical scenarios:
•	 Portfolios 2, 3, 4 and 5 had higher Sharpe ratios, lower maximum drawdowns, and lower standard deviations with higher 

returns compared with Portfolio 1, the portfolio with no exposure to gold. 
•	 Portfolio 5 had the highest Sharpe ratio (1,52%) and the highest annualized return (13.30%). 
•	 Portfolio 5 also had the lowest maximum drawdown (-17.08%)

•	 From a risk-adjusted return perspective, our hypothetical blended portfolio results showed that adding a 2.5%, 
5%,7.5% or 10% allocation to NewGold in the portfolio would have improved Sharpe ratios.

•	 From a risk management perspective, hypothetical portfolios with a GLD allocation had lower maximum drawdowns.

Our conclusion is based on the above analysis is that adding gold to multi-asset portfolio may improve the overall risk-adjust 
return.

Portfolio Name
NGLD Allocation 
(%)

Annualized 
Returns (%)

Annualized 
Standard 
Deviation (%)

Sharpe Ratio (%)
Maximum 
Drawdown (%)

Portfolio 1 0 12,93 9,47 1,36 23,06

Portfolio 2 2.5 13,03 9,25 1,41 21,59

Portfolio 3 5 13,12 9,05 1,45 20,11

Portfolio 4 7.5 13,21 8,89 1,49 18,60

Portfolio 5 10 13,30 8,75 1,52 17,08
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Important information and disclaimer
This document is for information purposes only. All applications made by your investment platform to purchase an 
investment on your behalf require subsequent formal agreement by Absa, which will be subject to internal approvals and 
binding transaction documents. 

Advice. This brochure and Investment Schedule do not constitute advice. Please consult your financial and tax adviser before 
investing.

You have no claim against the underlying asset(s) to which the Investment is linked. You will not have any recourse 
against any issuer, sponsor, manager, obligor or other connected person in respect of the indices. 

Regulatory disclosure. Absa may disclose any information relating to your Investment that is required by regulators.

Confidentiality. This document is confidential. No part of it may be reproduced, distributed or transmitted without Absa’s 
written permission.

Copyright. Copyright Absa Bank Limited, 2024 (all rights reserved).

FAIS License Category. Financial advisers need to be Fit and Proper for the following: Subcategory of Financial Product: 
Long-term insurance subcategory C.

Legal disclaimer – Absa Bank Limited

This brochure/document/material/report/communication/commentary (‘this commentary’) has been prepared by the corporate and investment banking division of 

Absa Bank Limited, a registered bank in the Republic of South Africa with company registration number 1986/004794/06 and with its registered office at Absa Towers 

West, 15 Troye Street, Johannesburg 2001, Republic of South Africa (‘Absa’). Absa is regulated by the South African Reserve Bank. Absa has issued this commentary 

for information purposes only and you must not regard this as a prospectus for any security or financial product or transaction. Absa does not expressly, tacitly or by 

implication represent, recommend or propose that the securities and/or financial or investment products or services (‘the products’) referred to in this commentary are 

appropriate and/or suitable for your particular investment objectives or financial situation or needs. This commentary is not, nor is it intended to be, advice as defined 

and/or contemplated in the Financial Advisory and Intermediary Services Act, 37 of 2002 (‘FAIS Act’), or any other financial, investment, trading, tax, legal, accounting, 

retirement, actuarial or other professional advice or service whatsoever (‘advice’). You have to obtain your own advice prior to making any decision or taking any action 

whatsoever based hereon, and Absa disclaims any liability for any direct, indirect or consequential damage or losses that you may suffer from using or relying on the 

information contained herein, even if notified of the possibility of such damage or loss and irrespective of whether or not you have obtained independent advice. This 

commentary is neither an offer to sell nor a solicitation of an offer to buy any of the products, which will always be subject to Absa’s internal approvals and a formal 

agreement between you and Absa. Any pricing included in this commentary is only indicative and is not binding as such on Absa. All the risks and significant issues 

related to or associated with the products are not disclosed and therefore, prior to investing or transacting, you should fully understand the products and any risks and 

significant issues related to or associated with them. The products may involve a high degree of risk, including but not limited to, the risk of (a) low or no investment 

returns, (b) capital loss, (c) counterparty or issuer default, (d) adverse or unanticipated financial market fluctuations, (e) inflation and (f) currency exchange. The value 

of any product may fluctuate daily as a result of these risks. Absa does not predict actual results, performances and/or financial returns, and no assurances, warranties 

or guarantees are given in this regard. The indicative summaries of the products provided herein may be amended, superseded or replaced by subsequent summaries 

without notice. The information, views and opinions expressed herein are compiled from or based on trade and statistical services  or other third-party sources believed 

by Absa to be reliable and are therefore provided and expressed in good faith. Absa gives no recommendation, guide, warranty, representation, undertaking or guarantee 

concerning the accuracy, adequacy and/or completeness of the information or any view or opinion provided or expressed herein. Any information on past financial returns, 

modelling or back-testing is no indication of future returns. Absa makes no representation on the reasonableness of the assumptions made within or the accuracy or 

completeness of any modelling or back-testing. All opinions, views and estimates are given as of the date hereof and  are subject to change without notice. Absa expressly 

disclaims any liability for any damage or loss as a result of errors or omissions in the information, data or views contained or expressed herein even if notified of the 

possibility of such damage or loss. Absa does not warrant or guarantee merchantability, non-infringement of third-party rights or fitness for a particular use and/or 

purpose. Absa, its affiliates and individuals associated with them may (in various capacities) have positions or deal in securities (or related derivative securities), financial 

products or investments identical or similar to the products. Absa intends to make this commentary available in South Africa to persons who are financial services 

providers as defined in the FAIS Act, as well as to other investment and financial professionals who have professional experience in financial and investment matters. 

You should contract and execute transactions through an Absa Bank Limited branch or affiliate in your home jurisdiction unless local regulations permit otherwise. Absa 

Bank Limited is a licensed financial services provider. Absa has taken no action that would permit a public offering of the products in any jurisdiction in which action 

for that purpose is required. The products will only be offered and the offering material will only be distributed in or from any jurisdiction in circumstances, which will 

result in compliance with any applicable laws and regulations and which will not impose any obligation on Absa or any  of its affiliates. In this commentary, reference is 

made to various indices. The publishers and sponsors of those indices (‘the publishers and sponsors’) do not endorse, sponsor or promote the products and make no 

warranty, guarantee, representation or other assurance (express, tacit or implied) relating to the indices. The publishers and sponsors make no warranties (including 

merchantability and fitness for purpose). The publishers and sponsors will not incur any liability in respect of any damage   or loss that you may suffer as a result of 

investing in a product even if notified of the possibility of such damage or loss. The publishers and sponsors may amend the composition or calculation of indices and 

have no obligation to have regard to your or Absa’s need in this regard. The information and views contained in this commentary are proprietary to Absa and are protected 

by copyright under the Berne Convention. In terms of the Copyright Act, 98 of 1978, as amended, no part of this commentary may be reproduced or transmitted in any form or 

by any means, electronic or mechanical, including photocopying, electronic scanning, recording, or by any information storage or retrieval system, without the prior permission 

in writing of Absa. The illegal or attempted illegal copying or use of this information or views may result in criminal or civil legal liability.

Absa Bank Limited, Reg No 1986/004794/06, Authorised Financial Services Provider Registered Credit Provider Reg No NCRCP7.
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Contact us
Investor 
If you have any questions about this Investment or any other Absa investments, please contact your financial adviser.

Financial advisers 
Financial advisers please contact the Structured Products team directly:

E  aiss@absa.africa

Complaints 
Please contact your financial adviser or our compliance officer on:

T  +27 11 895 6263, Option 2 
E  michael.mgwaba@absa.africa 
15 Alice Lane, Sandton, 2196, Gauteng, South Africa

Let us help structure and define your investment outcomes
Email us aiss@absa.africa
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