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CGol d option provides a sound invest nment

Rozi ana Hanmsaw

ITis the kind of investnment that mght not be too attractive to sone
peopl e but to those who feel that they want to play safe, investing in
gol d woul d sound si nply gol den

"It may not be fashionable to sonme people but it is safe and reliable,
conmpared to investing in shares,” said Wrld Gold Council internationa
director retail investnment Al bert Cheng.

According to him gold will always remain a safe and secure "financi al
asset of last resort" where one can depend on it for a rainy day.

Cheng, who is based in Singapore, was Bank Negara's special consultant
on the Kijang Emas Bullion Coin project, recently | aunched by Prine
M ni ster Datuk Seri Dr Mahat hir Mohamad.

In an interview, Cheng said gold investment was neant for those who opt
to be nore conservative in their financial investnments. For those who are
in arush for a quick buck, this may not be the right investnent path.

The advantages of investing in gold is that is has no boundari es.

"It is like an international currency and can be traded anywhere in the
worl d where gold is accepted,” he said.

The price of gold, he added, is set internationally, thereby elimnating
regional or local influences which is not the case with other investnent
opti ons.

According to Cheng, gold has zero counter party risk, a factor that is
very inportant in times of crisis.

"Gold is nobody's liability. You are not depending on sone institution
or governnent for your noney back when you want it," he said.

He conceded that in this age where investnents cone in different forns
and have became nore diverse than before, investing in gold al one may not
be w se.

"True, for the sake of investnent do not put all your noney in gold.
CGol d investnent is supposed to be a stabiliser in one's portfolio."

Cheng noted that even during the regional financial crisis in 1997/ 98,
gold perforned its nost crucial role as an asset of |ast resort.

As economi es crunbl ed and currenci es were battered, hard-pressed Asians
sold their gold jewellery and gold coins or wafers to see themthrough the
difficult tines, he said.

And it was also during the crisis, nmany Asian countries including
Mal aysi a saw the col | apse of stock markets and a rise in | ocal gold
prices.

As gold is priced in US dollars, its holders have been protected from
t he savage depreci ation of nbst Asian currenci es.

"Many took advantage of this and sold their holdings for cash returns.

"Many nmore bought gold in large quantities as a hedge agai nst the
fragility of the equities market."

The scale of losing all your noney in gold is also very limted.

In an extrenme case scenario, gold cannot be burned, said Cheng, adding
that you can lose all your noney in a fire but never your gold.

"And another way to look at it is that gold is an underval ued currency.

"Which do you prefer to invest in? Sonething that is underval ued or
overval ued?" he said.

What is then the disadvantage of gol d?

"It pays no interest. It is not fashionable as unit trust and stock
schenmes due to their higher yield. But one has to renmenber, the higher the



risk, the higher the returns,” said Cheng as he reiterated that gold is
not for an aggressive investor.

Mal aysia's Kijang Emas is available in ounce, 1/2 ounce and 1 ounce
denom nations. Mnted by the Royal Mnt of Malaysia, the 99.9 pure gold is
i ssued by Bank Negara Mal aysi a and nmarketed by Maybank Bhd and Bum putra
Commer ce Bank

The average value of gold in the last 10 years is US$400 (RML, 520) per
ounce. Today, it is priced at US$267-270 per ounce, making it |ess
attractive to sone.

WIIl the price ever go up?

Cheng expl ained at current prices, sone gold mning conpani es found no
i ncentives to produce nore gol d.

"Wth the supply down, the demand woul d put upward pressure on the price
of gold. Morever, in the long run, the supply of gold Iike npbst natura
resources is exhaustible. Gold will be rare and will be nore val uable," he
sai d.



	Gold option provides a sound investment (NST 20/08/2001)

