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Sovereign Gold Bond 2020-21 — Series VI

Prologue:
Government of India, in consultation with the Reserve Bank of India, has decided to issue Sovereign Gold Bonds (SGB), 2020-21 Series VII.
Applications for the bonds will be accepted between October 12, 2020 and October 16, 2020. The Certificate of Bond(s) will be issued on October
20, 2020.

The issue price of the Sovereign Gold Bond for this Series has been fixed at Rs. 5,001 (Rupees five thousand and one only) per gram of gold for those
who subscribe online and pay through digital mode and Rs. 5,051 (Rupees five thousand and Fifty one only) per gram for others.

Forthcoming Issues in FY 20-21:

Sr.No. Tranche Date of Subscription Date of Issuance
1 2020-21 Series VIII Nov 09, 2020 - Nov 13, 2020 Nov 18, 2020
2 2020-21 Series IX Dec 28, 2020 - Jan 01, 2021 Jan 05, 2021
3 2020-21 Series X Jan 11, 2021 - Jan 15, 2021 Jan 19, 2021
4 2020-21 Series Xl Feb 01, 2021 - Feb 05, 2021 Feb 09, 2021
5 2020-21 Series XlI Mar 01, 2021 - Mar 05, 2021 Mar 09, 2021

Details of all the tranche issues in FY20 & FY21:

Series Month Issue price/gram No. of units (grams)
FY20-1 Jun 2019 Rs. 3146 - 3196 4,59,789
FY20- 11 Jul 2019 Rs. 3393 - 3443 5,35,947
FY20- 111 Aug 2019 Rs. 3449 — 3499 10,24,837
FY20 - IV Sept 2019 Rs. 3840 - 3890 6,27,892
FY20-V Oct 2019 Rs. 3738 —3788 4,55,776
FY20 - VI Oct 2019 Rs. 3785 - 3835 6,93,210
FY20 - Vil Dec 2019 Rs. 3745 - 3795 6,48,304
FY20 - VIl Jan 2020 Rs. 3966 — 4016 5,22,119
FY20 - IX Feb 2020 Rs. 4020 - 4070 4,05,957
FY20-X Mar 2020 Rs. 4210 -4260 7,57,338
FY21-1 Apr 2020 Rs. 4589 — 4639 17,72,874
FY21-11 May 2020 Rs. 4540 — 4590 25,44,294
FY21- 11l June 2020 Rs. 4627 — 4677 23,88,328
FY21 -1V July 2020 Rs. 4802 - 4852 41,30,820
FY21-V Aug 2020 Rs. 5284 - 5334 63,49,781
FY21-VI Sept 2020 Rs. 5067 — 5117 31,90,133

Offering gold bonds at a discount of Rs 50/gm for online/digital payment: The nominal value of the bond has been fixed on the basis of simple
average of closing price for gold of 999 purity of the last three business days of the week preceding the subscription period (Oct 07 - Oct 09), published
by the India Bullion and Jewellers Association Ltd (IBJA), which works out to be Rs 5,051 per gram. Government of India, in consultation with the
Reserve Bank of India, has decided to offer a discount of Rs 50 per gram on the nominal value of the Sovereign Gold Bond those who subscribe online
and pay through digital mode.

Gold Outlook:

Gold fell below $1900 per ounce level in Sept, however, gold has
delivered returns of 27.5% in US dollar terms (YTD till Oct 09, 2020)
which reflected market’s underlying anxiety. The correction in Gold
prices from its record high in early August came on the back of profit
booking amid hopes on positive developments in coronavirus cases,
reopening of economies and business activities. A rallying U.S. dollar
index recently and a rebound in global stock markets negatively 140
impacted Gold prices. 120

Gold prices

Outlook on the gold prices is positive given the mounting concerns
over the global economic recession, heightened geo-political tensions,
uncertainty over U.S. election and historically low & negative interest
rates. Fears of re-imposition of lockdown due to second wave of
infections in Europe as well as rising inflationary expectations amidst ——Goldprice (INR)  ====International Gold Price [USD)
unprecedented levels of stimulus measures launched by central banks
around the globe may continue to support the gold prices.
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Global equity markets recovered meaningfully as governments and central banks announced stimulus packages to support the economy. Though
equity markets have rebounded sharply from their lows, the high level of uncertainty surrounding the COVID-19 pandemic and the ultra-low interest
rate environment supported strong flight-to-quality flows. Gold benefited from investors’ need to reduce risk.
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Global central bankers have cut interest rates aggressively and rates are likely to remain at lower levels until the fractures in the economy are
healed. A ballooning Fed balance sheet should help push real interest rate expectations deeper into negative territory. The near-term decline in Gold
prices is likely to be limited, given persistent lower real yields; thereby reducing the opportunity cost for holding non-interest bearing bullion asset.
The combination of rising public debt (to support relief and fiscal stimulus measures) and low/negative interest rates observed in major economies
make a case for holding on to the safe haven metal. The latest US Fed Policy framework could lead to a rise in demand for Gold as investors seek a
perceived store of value in the likelihood of higher inflation and real rates that are negative. Investment in gold should be more of an asset allocation
and diversification strategy (5-10% of portfolio) due to its low correlation with other asset classes and safety in volatile times.

SGBs are to be treated more as an asset diversification strategy rather than to earn superior returns. Investors need to appreciate that gold prices
are prone to fluctuations based on macro events globally and USDINR rates and doing a SIP in every tranche of gold can be considered by investors
who are either underinvested in gold or have regular fresh monies for allocation among various asset classes or need to accumulate gold for
wedding or other auspicious occasions.

Key benefits:

e The issue price that is fixed at Rs. 50 less than the nominal value for per gram for digital applications is beneficial for investors. This helps investors to
get slightly higher returns than that of the gold price in the spot market.

e Sovereign Gold Bonds deliver two streams of returns. One in the form of regular interest of (2.50% p.a.) on invested capital every six months and the
other in the form of capital gains at the time of redemption in case the price at the time of redemption is higher.

e SGBs can be used as collateral for loans. This bond is as liquid as physical gold and could be exchanged for money, albeit on loan basis, at the time of
financial need.

e The bonds will be available both in demat and paper form.

e In Union budget 2016, Finance Minister exempted capital gains tax on redemption on such bonds (under normal case, LTCG tax is levied 20% with
indexation on gain). Indexation benefits will be provided to long term capital gains arising to any person on transfer of bond.

Basic Details:

e Interest Rate: The Sovereign Gold Bonds offer an interest rate of 2.50% per annum payable semi-annually. Interest will be credited semi-annually to
the bank account of the investor.

o Eligible Investors: The Bonds will be restricted for sale to resident Indian entities including Resident Individuals, HUFs, Trusts, Universities, Charitable
Institutions and minors applying (through their guardian).

e Minimum application criteria: 1 unit (i.e. 1 gram of gold).

e Maximum application limit: Not be more than 4kg for individuals/HUFs and 20kgs for trusts per fiscal year (April-March).

e Tenor: The tenor of the Bond will be for a period of 8 years with exit option after the 5th year of the date of issue and such repayments shall be
made on the next interest payment dates.

e Redemption price: The sovereign gold bonds will be redeemed for cash at the end of the investment tenure. Redemption will take place at the
prevailing gold price (based on simple average of closing price of gold of 999 purity of previous 3 business days from the date of repayment,
published by the IBJA), giving the investor the value of the bond plus capital appreciation/depreciation from increase/fall in gold price.

e Premature redemption: From 5th year, investors can approach the concerned bank/Post Office/agent thirty days before the coupon payment date.
Request for premature redemption can only be entertained if the investor approaches the concerned bank/post office at least one day before the
coupon payment date.

e Liquidity: Liquidity is available from secondary markets as these bonds are mandated to be listed on BSE and NSE. However, the liquidity of the past
issues are quite low and restricted only to few tranches. Most of the past series of SGBs are trading at a discount to the gold prices due to lack of
liquidity and depth in the market.

e Nomination facility: Yes. Nomination and its cancellation shall be made in Form ‘D’ and Form ‘E’, respectively.

e Loan against Bonds: Available. The loan-to-value (LTV) ratio is to be set equal to ordinary gold loan mandated by the Reserve Bank from time to time.

o Transfer: The Bonds shall be transferable by execution of an Instrument of transfer as in Form ‘F’.

e Taxation: Interest on the Bonds shall be taxable as per the provisions of the Income-tax Act, 1961. Capital gains tax treatment (except in case of
redemption) will be the same as that for physical gold (20% tax after indexation benefit if held for three years). TDS is not applicable on the bond
interest/redemption proceeds.

The redemption of these sovereign gold bonds by an individual will be exempt from capital gains tax. Long-term capital gains to any person on
transfer of sovereign gold bonds shall be eligible for indexation benefits.

Issue Details of SGBs:

Issue Year Issue price/gram No. of units (grams)
2015 -16 Rs. 2600 — 2916 49,03,285
2016 - 17 Rs. 2893 —3150 1,13,87,765
2017 -18 Rs. 2780 — 2987 65,24,691
2018-19 Rs. 3114 - 3326 20,30,873
2019-20 Rs. 3196 — 4260 61,31,169
2020 - 21 so far Rs. 4590 — 5334 2,03,76,230
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What are the benefits of buying these bonds in comparison to physical gold?

e Here, investors buy gold in paper; hence there is no need of checking the quality of gold as that is a major hurdle when purchasing gold from
jewellers.

e Further no storage/locker/insurance charges are payable in case of SGB.

e Apart from this, the investor has to face counterparty risk while selling their physical holding of the yellow metal which is not the case here.

Comparison between Sovereign Gold Bonds and Gold ETF:

Sovereign Gold Bonds score over Gold ETF on many grounds.

e The Sovereign Gold Bonds pays an interest of 2.50% per annum (though taxable), an added benefit to the investors which is not available with Gold
ETF. However, both options are providing capital appreciation/depreciation.

e Sovereign Gold Bonds hold Sovereign guarantee hence there is no default risk is involved. The credit risk in Gold ETF is also very minimal.

e Investors have to bear the transaction charges if they want to trade in Gold ETF while there is no such charge involved with Sovereign Gold Bonds if
they don’t exit through the exchanges.

e Further, Gold ETF deducts some charges in the name of TER (Total Expenses Ratio) from the total assets. This expense ratio ranges from 0.35% -
1.17% per annum of the total assets.

e On the liquidity front, the Gold ETF scores over Sovereign Gold Bonds. Investors can enter/exit from Gold ETF during any working day of the stock
exchanges. Liquidity will not be the constraint (though impact cost may be a hurdle) for the Gold ETF. On the other hand, the
encashment/redemption of the Sovereign Gold bond is allowed after fifth year from the date of issue on coupon payment dates. However, these
bonds will be tradable on Exchanges, if held in demat form (but, liquidity may be limited).

o No capital gains tax is payable if the sovereign gold bonds are held till maturity, while ETFs held for more than three years attract capital gains tax
(with indexation benefits).

Comparison among Sovereign Gold Bonds, Physical Gold and Gold ETF:
Sovereign Gold Bonds

Particulars Physical Gold Gold ETF

Less than actual return on
. More than actual return on Lower than real return on gold . .
Returns/ Earnings physical gold due to making charges physical gold, since annual
expense deducted
Sovereign guarantee Yes No No
Interest on the investment Yes No No (No dividend option provided
on Gold ETF)
Capital Appreciation/depreciation Yes Yes Yes
Annual fund management fees No No Yes
Brokers charge on buying No No Yes
Exit / redemption option Only from 5th year Any time exit Any time exit
Tradability Yes Yes Yes
Liquidity Limited Highly liquid Highly liquid
Storage/Insurance charges No Yes No
Quality check required No Yes No

Is capital gain tax payable on gains in SGB?

In case the SGBs are encashed by way of redemption by an individual from the RBI, no capital gains tax is payable.

In case the SGBs are sold before the maturity date on the exchanges, then this exemption is not available. In such a case, the Capital Gains will be
levied (Long term or Short term based on whether it is held for 3 years or more or less than 3 Years) at the applicable rates i.e. short term (at

applicable rates to the investor) and long term (20% after indexation).
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Disclosure:

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. The information and opinions contained herein have
been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently verified and
no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to
change without notice. This document is for information purposes only. Descriptions of any company or companies or their securities mentioned herein are not intended to
be complete and this document is not, and should not be construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or resident or
located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to law or regulation or
what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the same should be ignored and brought to the attention
of the sender. This document may not be reproduced, distributed or published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or price, or
the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other services
for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the
company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in
the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of
interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made or any
action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs,
reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in the report,
or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations described in this report.
HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company for
any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date of this
report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other
advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the
research report. Accordingly, neither HSL nor Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of our
Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports that are
inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of the subject
company. We have not received any compensation/benefits from the subject company or third party in connection with the Research Report.

HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East), Mumbai 400
042 Phone: (022) 3075 3400 Fax: (022) 2496 5066. Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited, SEBI Reg. No.: NSE, BSE, MSEI, MCX: INZ000186937; AMFI Reg. No. ARN: 13549; PFRDA Reg. No. POP: 11092018; IRDA Corporate Agent License
No.: CAO062; SEBI Research Analyst Reg. No.: INH0O00002475; SEBI Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

Mutual Funds Investments are subject to market risk. Please read the offer and scheme related documents carefully before investing.
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