Public e-Emas Gold Fund
- The Way to Gold

H

istorically, gold has been considered a highly
valuable commodity, which was once used as a
form of currency and a symbol of wealth. In recent
years, gold has been viewed as a popular option for
diversifying an investment portfolio in times of global
uncertainties.

From 1999 to 2011, gold prices surged seven-fold on
higher commodity prices, rising inflation and safe-haven
demand during the 2008 Global Financial Crisis (GFC).
Over the following 10 years (2011-2020), gold prices
largely tracked the global inflation rate by registering an
annualised return of 2.9%.

Several factors influence gold prices: supply, inflation
and economic confidence. As the global supply of gold is
limited, higher demand for commodities – which leads to
inflationary pressures – should drive gold prices higher.
Therefore, gold tends to be treated as an inflation hedge.

Gold prices rose to a new all-time high of
US$2,064/ounce on 6 August 2020 due to its safe-haven
status amid uncertainties caused by the Covid-19
pandemic, before subsequently ending 2020 at
US$1,898/ounce. In the first half of 2021, the price of gold
eased to US$1,770/ounce as expectations of higher
interest rates and a firmer economic recovery amid the
rollout of Covid-19 vaccines eased investors' demand for
gold. Subsequently, gold prices firmed to US$1,814/ounce
as at 30 July 2021 amid inflationary concerns.

Gold prices are also influenced by uncertainty in the
markets. When central banks inject liquidity into the
financial system to combat the contractionary effects of
economic downturns, the increased supply of money
could lead to higher inflation and concerns over a
depreciation in the currency involved. In times like these,
gold provides a safe-haven alternative to currencies and
has a tendency to hold its value in weak economic
environments.

As such, gold prices tend to rise during periods of high
inflation and economic uncertainties, but may decline as
economic conditions improve.

Figure 1: Gold Price Trend (1970 to July 2021)
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Investing in Gold via PeEMAS

Investors who would like to gain exposure to gold as an
asset class may invest in Public e-Emas Gold Fund
(PeEMAS). The Fund is the first fund-of-funds under the
Public e-Series of Funds which invests in gold-related
exchange-traded funds (ETFs).
To provide investors with exposure to the performance
of the price of gold bullion, the Fund invests at least 90% of
its net asset value (NAV) in gold-backed ETFs, with the
balance invested in liquid assets which include money
market instruments and deposits.
Gold-backed ETFs are funds that invest in physical gold
and are listed on stock exchanges. Due to their holdings of
gold bullion, the share price of physical gold-backed ETFs
tracks the performance of the spot price of gold bullion.
When the price of gold increases, the value of the ETF tends
to rise, and vice versa.
As PeEMAS primarily invests in ETFs that are backed by
physical gold, the Fund offers investors exposure to the
price of gold bullion without the hassle of having to buy or
store gold bullion – be it in the form of gold bars or coins –
which typically raises concerns over theft and storage cost

issues. Hence, PeEMAS provides investors with a secure
and cost-effective way to invest in gold bullion.
As an alternative asset class, gold investments via
PeEMAS may also help investors diversify their investment
portfolios while potentially hedging against currency
devaluation, inflation and periods of market uncertainty.
Consequently, investors will be better able to preserve the
value of their capital and protect their real purchasing
power.
PeEMAS also provides the advantage of liquidity, as
investors are offered the ease and flexibility to invest in and
cash out of their gold investments, similar to the buying and
selling of other unit trust funds.
Additionally, PeEMAS offers lower transaction costs as
compared to other methods of investing in gold such as
gold investment accounts (GIAs). This is because GIAs may
have a high buy-sell spread – the difference between the
buying price and selling price for an investor’s gold
investments in the GIA – and may come with account fees
and stamp duties. The buying/selling prices quoted for GIAs
also tend to vary across different GIA providers.

Gold Prices and the Fund’s Benchmark

The price of gold – which is typically quoted in U.S. Dollars
(USD) – has gained by +50.09%, +36.96% and +13.29% in
USD terms for the 3-, 5-and 10-year periods up to 30 July
2021 respectively.
In comparison, the benchmark of PeEMAS, which
comprises 90% Gold Spot Exchange Rate in Malaysian
Ringgit and 10% Public Bank Savings Rate – ACE Account,
registered respective total returns of +50.42%, +38.84%
and +57.92% over the 3-, 5- and 10-year periods ended 30
July 2021, or +14.58%, +6.78% and +4.67% respectively
on an annualised basis (see Table 1).
The returns of the Fund’s benchmark over the 3-, 5- and
10-year periods ended 30 July 2021 were higher than that of
gold prices (in USD) as the USD strengthened against the

Ringgit over these periods. As gold prices are quoted in
USD and the Fund’s benchmark is denominated in Ringgit,
the Ringgit-based gold component within the Fund’s
benchmark increases in value when the USD appreciates
against the Ringgit; and vice versa.
For example, the price of gold in USD terms declined by
3.38% over the year-to-date period ended 30 July 2021, but
the strengthening of the USD by 4.96% against the Ringgit
over the same period resulted in the Fund’s benchmark
registering a positive return of +1.37%. Similarly, the Fund’s
benchmark registered a higher Ringgit-based return of
+57.92% as compared to the 13.29% rise in the
USD-denominated price of gold over the 10-year period
ended 30 July 2021 as the USD strengthened by 42.22%
against the Ringgit over the same period.

Table 1: Historical Returns of PeEMAS’s Benchmark and the Price of Gold

Total Return (%)

Annualised Return (%)

YTD

3-Year

5-Year

10-Year

YTD

3-Year

5-Year

10-Year

Benchmark of PeEMAS
(Ringgit)

+1.37

+50.42

+38.84

+57.92

N/A

+14.58

+6.78

+4.67

Gold Spot Exchange
Rate (USD)

-3.38

+50.09

+36.96

+13.29

N/A

+14.49

+6.48

+1.25

* Data as at 30 July 2021
Sources: Bloomberg and Public Bank Berhad
Note: Past performance of the benchmark is not a reliable indicator of future performance.
Investors are advised to read and understand the contents of the Prospectus of Public e-Emas Gold Fund dated 1 September 2021 and the fund’s Product Highlights Sheet (PHS) before
investing. Investors should understand the risks of the fund and compare and consider the fees, charges and costs involved in investing in the fund. A copy of the Prospectus and PHS
can be viewed at our website www.publicmutual.com.my. Investors should make their own assessment of the merits and risks of the investment. If in doubt, investors should seek
professional advice. Please refer to www.publicmutual.com.my for our investment disclaimer.

