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ABSTRACT In India, gold ETFs were launched mainly with objective to increase the liquidity for the better market ef-
ficiency. The drawback with gold ETFs is liquidity; some ETFs are illiquid, which impacts their buying and 

selling flexibility. Hence, investors should consider this as a factor while investing in gold ETFs and should stick to funds that 
are liquid.  The average returns and NAV has been undertaken to identify the growth of gold ETFs in India.

INTRODUCTION
Exchange-Traded Funds (ETFs) were first introduced in USA 
in 1993. About 60% of trading volumes on the American 
Stock Exchange are reported to be from ETFs. As per the 
ETF landscape report released by BlackRock Inc. (a US-based 
AMC), ETFs have grown by 33.2%, compounded annually in 
the past 10 years, and 26.1% in the past five years, globally. 
ETFs are referred to as passive schemes that fund managers 
resort to, to avoid risk and offer low-cost options to the inves-
tors. These funds rely on an arbitrage mechanism to maintain 
the prices at which they trade, in line with the net asset values 
of their underlying portfolios. 

As Exchange-Traded Funds started growing in India since 
2006, the investment industry required performance analysis 
of this newly available financial asset. Moreover, fund selec-
tion also requires investors to analyze returns, volatility and 
performance of the available funds Gold ETFs are open end-
ed mutual funds that help the investor, invest their money in 
gold which is 99.5% pure. Gold Exchange Traded Funds are 
also known as paper gold.  These are listed on the stock ex-
changes and investors are assigned units of the mutual fund 
where each unit often represents one gram of gold. 

REVIEW OF LITERATURE 
Adjei Frederick (2009) found no significant difference be-
tween the performances of the ETFs and the S&P 500 index. 
He found weak evidence of performance persistence on both 
the half-yearly and the yearly horizons.  Johnson (2009) re-
ported the existence of tracking errors between foreign ETFs 
and the underlying home index returns. Blitz David et al. 
(2010) investigated the performance of index mutual funds 
and the ETFs that are listed in Europe. They found that Euro-
pean index funds and ETFs underperform their benchmarks 
by 50 to 150 basis points per annum. William (2009) found 
the existence of tracking errors between foreign ETFs and 
the underlying home index in US. 

Mukesh Kumar Mukul , Vikrant Kumar and Sougata Ray (2012) 
made a study on  “Gold ETF Performance: A Comparative 
Analysis of Monthly Returns” revealed that Gold  investment 
has been a very important aspect for ages across the globe. 
The study also examines the role of gold in hedging equity 
investment risk.

Prasanta athma(2011) has stated that Gold ETF is an emerg-
ing option of the various  investment alternatives available to 
the investor. The low volatility of gold prices as compared to 
equity market, weakening of Indian Rupee against US Dollar 
and growing uncertainty about global economy resulted in 
the emergence of Gold ETF as a strong asset class. Allocation 
of a small portion of investment in Gold ETF would diversify 

the portfolio risk. 

RESEARCH METHADOLOGY
The research design adopted is analytical design the sec-
ondary data (the Net Asset Value) was collected from the 
websites of the Asset Management Companies. One year 
average interest rate has been considered as risk free return. 
The period of study is from April, 2012 to March. 2013. In 
the Indian commodities market there are around 13 live Gold 
Elf’s. Based on the availability of data   10 Gold ETF’s were 
selected and the tools used for analysis Beta and Sharpe’s 
Index.

BETA
Beta coefficient is a measure of sensitivity of a share price to 
movement in the market price. It measures systematic risk 
which is the risk inherent in the whole financial system. 

THE SHARPE INDEX
The Sharpe Index is a risk-adjusted measure of return that is 
often used to evaluate the performance of a portfolio. This 
helps to estimate the performance of one portfolio.

SI = RP – RF/ β

RP = Portfolio Return or Stock Return

RF = Risk Free Return

Β= Beta

RESULTS AND DISCUSSIONS
The expected return has been calculated on a monthly basis 
for all the selected ETF’s. The standard deviation for every 
ETF has been calculated and is compared with the bench-
mark prices. Beta, the deviation between the expected re-
turn and market return is also estimated.  
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From table 1, it’s inferred that the actual return of certain 
ETF’s perform better than the benchmark index. At the same 
time the positive beta value indicates that, an increase in the 
gold price the NAV of the fund moves simultaneously. A neg-
ative Sharpe’s index indicates that the risk free asset performs 
better than the fund which is been analyzed.  

Table 2:  Sharpe’s Index and Beta for the month of May
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From table2, it’s inferred that the risk adjusted return for cer-
tain ETF’s are positive which means that they outperform the 
risk free assets.

Table 3: Sharpe’s Index and Beta for the month of June
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From table 3, it‘s inferred that the SI is positive when the beta 
is negative. The ETF perform better than the bench mark in-
dex.

Table 4: Sharpe’s Index and Beta for the month of July
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From table 4, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.

Table 5: Sharpe’s Index and Beta for the month of August

 

1 2 3 4 5 6 7 8 9 10 G RF

RET

0.
38

0

0.
37

5

0.
38

6

0.
39

1

0.
42

6

0.
38

0

0.
36

3

0.
39

7

0.
37

7

0.
38

0

0.
45

7

0.
70

STD

0.
50

3

0.
49

6

0.
50

9

0.
51

9

0.
54

5

0.
50

3

0.
48

2

0.
50

8

0.
49

9

0.
50

3

0.
56

3

 
CORR

0.
53

0

0.
02

8

-0
.1

48

0.
00

7

-0
.0

14

0.
53

0

0.
02

6

0.
00

3

0.
02

7

0.
53

0

   

BETA

0.
47

3

0.
02

4

-0
.1

34

0.
00

6

-0
.0

13

0.
47

4

0.
02

2

0.
00

3

0.
02

4

0.
47

4

   

SI

-1
.0

97

-2
8.

31
5

5.
60

7

-1
09

.2
67

52
.2

20

-1
.0

92

-3
0.

92
1

-2
23

.1
23

-2
8.

36
1

-1
.0

94

    
From table 5, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.

Table 6: Sharpe’s Index and Beta for the month of Sep-
tember
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From table 6, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.

Table 7: Sharpe’s Index and Beta for the month of October
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From table 7, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.

Table 8: Sharpe’s Index and Beta for the month of No-
vember
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From table 8, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.

Table 9: Sharpe’s Index and Beta for the month of De-
cember
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From table 9, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.

Table 10: Table Showing the Sharpe’s Index and Beta for 
the month of January
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From table 10, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.

Table 11: Sharpe’s Index and Beta for the month of Febru-
ary
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From table 11, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.
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Table 12: Sharpe’s Index and Beta for the month of March
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From table 12, it’s inferred that most of the ETF have positive 
beta and SI. This indicates they are performing better that 
the risk free asset.

Table 13 Consolidated - Sharpe’s Index and Beta 
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It’s inferred that most of the ETF do not outperform the risk 
free assets in the longer run. They provide better returns at 
shorter durations.

FINDINGS AND SIGGESSTIONS
ETF’s do not outperform the bench mark gold prices. It looks 
like a mutual fund that tracks an index, a commodity or   bas-
ket of assets like an index fund, but trades like a stock on 
an exchange. ETFs experience price changes throughout the 
day as they are bought and sold. Buying an ETF is equiva-
lent to e buying shares of a portfolio that tracks the yield 
and return of its native index. The main difference between 
ETFs and other types of index funds is that ETFs don’t try to 
outperform their corresponding index, but simply replicate 
its performance. ETFs don’t try to beat the market; they try 
to be the market Gold ETF is method of participating I n the 
gold bullion market through trading. They tend to move ac-
cording to the price of physical gold.


