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Have Indian households been overpaying for their gold?

The perceived benefit from the sharp gold price rise may be smaller for Indian
households, given (1) the bulk of household gold purchases are in the form
of jewelry, (2) the value of gold is only 60-70% of the jewelry purchase price
and (3) the weak performance of diamonds, which form a meaningful part of
the jewelry purchase price. Nonetheless, gold's investment appeal has
significant negative implications for India’s external sector balance.

Gold jewelry IRR around 10.3% versus 12.5% CAGR return of gold

Indian households have seen a sharp increase in the value of their gold stock,
the bulk of which is in the form of jewelry (see Exhibit 1). However, the ‘wealth
effect’ may be much lower, given the premiums households pay in the form of
(1) making charges and (2) precious stones, which have seen steady price
corrections that would have offset part of the gains from the sharp rise in gold
prices (see Exhibit 2). We estimate 10.3% IRR for household gold jewelry
purchases over FY2011-1HFY26 versus the 12.5% CAGR in gold prices (fiscal
average) on INR basis over this period (see Exhibit 3).

FOMO is reflected in ETF investments in India

As discussed in our October 7, 2025, report (When haven and risky assets are
on a tear), we attribute the sharp rise in gold prices to the strong investment
demand (see Exhibit 4 for a breakdown of global gold demand). We note that
the FOMO from the sharp increase in gold prices appears to be influencing
investment demand in India in recent months as well. Exhibit 5 shows the
monthly inflows in gold ETFs versus gold prices over the past six years. We note
that retail investors have increased their allocation to financial gold compared
with equities over the past two months (see Exhibit 6).

Buying gold jewelry for investment may not be a smart strategy

In our view, gold jewelry as an investment product makes limited sense, given
that gold prices would need to rise 25-30% for households to break even on
their purchases (assuming stable prices of precious stones, which may be an
optimistic assumption). It makes better investment sense to buy financial
(ETFs) or physical (coins, bars, bricks) gold. We note that Indian households’
gold holdings are (1) owned largely by low-income households (see Exhibit 7),
(2) held as insurance against exigencies and (3) used for specific big-ticket
spending (such as education and wedding).

Higher gold allocation has negative implications on India’s external balance

We highlight that an increase in Indian households’ allocation to gold over other
asset classes has negative implications for the external sector, as it has the
potential to widen India’s current account and trade deficits. Exhibit 8 shows
India’s net gold imports relative to its current and trade deficits for the past 15
years. Exhibit 9 shows the key components of India’s BoP accounts for the past
few years. Importantly, foreign inflows, which previously buffered India’s BoP,
no longer provide support to this ‘exchange’ anymore (see Exhibit 10).
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Key estimates summary

Nifty estimates
Earnings growth (%)
Nifty EPS (Rs)

Nifty P/E (X)

Macro data

Real GDP (%)

Avg CPl inflation (%)

2026E 2027E 2028E
8.2 17.6 14.8
1,077 1,268 1,456
242 20.5 17.9
7.8 6.5 6.5
2.1 4.1 4.0

Source: Company data, Kotak Institutional Equities estimates

Quick Numbers

2% gap in IRR (return) between Indian households’
gold jewelry purchases and gold prices

Investment in gold ETFs as a percentage of inflows in
equity MFs, stood at 30% in September-October 2025

versus 3.5% in FY2025

Indian households have bought almost US$500 bn
worth of gold and precious stones, while FPIs have
bought US$200 bn of equity over FY20211-1HFY26
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Sharp increase in value of Indian households’ gold holdings in FY2025-26

I Exhibit 1: Value of the gold holdings of Indian households, March fiscal year-ends, 2015-25 (USS$ bn)
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(a) Household gold holding was reported at 23,000-25,000 tons by the World Gold Council, reported in 2023.

Source: World Gold Council, Ministry of Commerce, Bloomberg, Kotak Institutional Equities estimates

Indian households would have lower price appreciation in their jewelry versus gold price

I Exhibit 2: Gold price (MCX) versus diamond price, calendar year-ends, 2011-25 (April 2010: 100)
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Source: Bloomberg, Kotak Institutional Equities
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Return from gold jewelry has lagged gold prices by a decent margin

I Exhibit 3: Cumulative value of gold jewelry on acquisition costs versus MTM value of jewelry, March fiscal

year-ends, 2011-26 (Rs bn)

Acquisition cost of jewelry (LHS, Rs bn)

Gold price (RHS, Rs/10 g)
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() Acquisition costs comprise the estimated value of precious stones and making charges.
Source: RBI, Bloomberg, Kotak Institutional Equities estimates
Investment demand through ETFs possibly fueling gold price rally
I Exhibit 4: Gold demand breakup, calendar year-ends, 2019-25 (tons)
2019 2020 2021 2022 2023 2024 9MCY25
Jewellery fabrication 2,162 1,332 2,253 2,209 2,208 2,027 1,199
Technology 333 309 337 315 305 326 241
Investment 1,282 1,805 1,007 1,125 951 1,182 1,566
[ - ETFs, etc. 404 893 (189) (110) (244) ) 619
Central banks, etc. 605 255 450 1,080 1,051 1,089 634
Total demand 4,382 3,701 4,047 4,729 4,515 4,624 3,640
Gold price (USS$/0z, avg.) 1,393 1,770 1,799 1,800 1,941 2,386 3,199

Source: World Gold Council, Kotak Institutional Equities
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Indian investors appear to be increasingly driven by the FOMO of gold prices

I Exhibit 5: Net inflows into gold ETF in India versus gold prices in India, March fiscal year-ends, 2020-26 (Rs
bn)
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Source: CEIC, Bloomberg, Kotak Institutional Equities

Higher share of gold in retail investment over the past two months

Exhibit 6: Net inflows into gold ETF in India versus equity-oriented mutual funds in India, March fiscal year-
ends, 2020-26 (Rs bn)
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Source: CEIC, Bloomberg, Kotak Institutional Equities
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Households with income less than Rs500,000 (2021 prices) held almost 70% of household stock of gold

I Exhibit 7: Share of gold owned by households as per income range in India, March fiscal year-ends, 2021
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Source: IGPC PRICE Survey, Kotak Institutional Equities

Sizeable share of net gold imports in goods trade deficit and CAD of India
l Exhibit 8: Share of net gold imports as a proportion of goods trade deficit and CAD in India, March fiscal year-ends, 2011-25 (US$ bn)

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

|Net imports of gold and precious stones 34 42 38 15 20 16 12 31 24 19 30 42 32 41 51 |
Trade deficit 127 190 196 148 145 130 112 160 180 158 102 189 265 245 287
CAD 48 78 88 32 27 22 14 49 57 25 (24) 39 67 26 23
|Net gold imports/trade deficit (%) 27 22 19 10 14 13 11 19 13 12 30 22 12 17 18 |
Net gold imports/CAD (%) 72 54 43 46 75 74 83 63 42 77 (126) 108 47 156 220

Source: Ministry of Commerce, RBI, Kotak Institutional Equities
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India's trade balance had been weak over FY2021-25

l Exhibit 9: India's balance of payments, March fiscal year-ends, 2019-26E (US$ bn)

2026E

2019 2020 2021 2022 2023 2024 2025 Oil@60 Oil@70 Oil@80
|Current account balance (57.3) (24.7) 23.9 (38.8) (67.1) (26.1) (23.1) (37.5) (55.2) (72.8)
GDP 2,705 2,835 2,674 3,167 3,345 3,638 3911 4,115 4,115 4,115
CAB/GDP (%) 2.1) (0.9) 0.9 (1.2) (2.0) (0.7) (0.6) (0.9) (1.3) (1.8)
Trade balance (180) (158) (102) (189) (265) (245) (287) (324) (342) (359)
Trade balance/GDP (%) (6.7) (5.6) (3.8) (6.0) (7.9) (6.7) (7.3) (7.9) (8.3) (8.7)
- Exports 337 320 296 429 456 441 442 441 446 451
- oil exports 47 41 26 67 97 84 63 56 60 65

- non-oil exports 291 279 270 362 359 357 379 385 385 385

- Imports 518 478 398 619 721 686 729 765 787 810
- oil imports 141 131 83 162 209 179 186 160 182 204

- non-oil imports 377 347 316 457 512 508 543 605 605 605

- gold imports 33 28 35 46 35 46 63 74 74 74
Invisibles (net) 123 133 126 151 198 219 264 287 287 287
- Services 82 85 89 108 143 163 189 205 205 205
- Transfers 70 75 73 80 101 106 123 135 135 135
- Income (net) (29) (27) (36) (37) (46) (50) (48) (58) (53) (53)
Capital account 54 83 64 86 59 90 17 39 39 39
Capital account/GDP (%) 2.0 2.9 2.4 2.7 1.8 2.3 0.4 0.9 0.9 0.9
Overall balance (3.3) 59.5 87.3 47.5 9.1) 63.7 (5.0) 15 (16.2)  (33.8)

Memo items

Average USD/INR 69.9 70.9 74.2 74.5 80.3 82.8 84.6 87.5 87.5 87.5
Average Brent (USS/bbl) 70.0 60.9 44.8 80.0 95.4 82.9 78.2 60.0 70.0 80.0

Source: RBI, Kotak Institutional Equities estimates

India's net imports of gold and precious stones have been consistently higher than FPI flows in recent years

I Exhibit 10: Net imports of gold and precious stones versus FPI flows, March fiscal year-ends, 2011-26 (US$
bn)

Net imports of gold and precious stones = FPI (debt + equity)
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Source: Ministry of Commerce, Kotak Institutional Equities
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“Each of the analysts named below hereby certifies that, with respect to each subject company and its securities for which the analyst is
responsible in this report, (1) all of the views expressed in this report accurately reflect his or her personal views about the subject companies
and securities, and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or
views expressed in this report: Sanjeev Prasad, Anindya Bhowmik, Sunita Baldawa.”

Ratings and other definitions/identifiers
Definitions of ratings

BUY. We expect this stock to deliver more than 15% returns over the next 12 months.

ADD. We expect this stock to deliver 5-15% returns over the next 12 months.

REDUCE. We expect this stock to deliver -5-+5% returns over the next 12 months.

SELL. We expect this stock to deliver <-5% returns over the next 12 months.

Our Fair Value estimates are also on a 12-month horizon basis.

Our Ratings System does not take into account short-term volatility in stock prices related to movements in the market. Hence, a particular Rating may

not strictly be in accordance with the Rating System at all times.

Distribution of ratings/investment banking relationships
Kotak Institutional Equities Research coverage universe

|:| Percentage of companies covered by Kotak Institutional

70% - o o
Equities, within the specified category.
60% -
|:| Percentage of companies within each category for which
50% - Kotak Institutional Equities and or its affiliates has
provided investment banking services within the previous
12 months.
o
0% * The above categories are defined as follows: Buy = We
20.0% B expect this stock to deliver more than 15% returns over
30% A 27.6% the next 12 months; Add = We expect this stock to deliver
20.9% 22.6% 5-15% returns over the next 12 months; Reduce = We
20% - expect this stock to deliver -5-+5% returns over the next
12 months; Sell = We expect this stock to deliver less than
-5% returns over the next 12 months. Our target prices
10% A 51% 7.1% are also on a 12-month horizon basis. These ratings are
2.7% 2.7% used illustratively to comply with applicable regulations. As
0% of 30/09/2025 Kotak Institutional Equities Investment
BUY ADD REDUCE SELL Research had investment ratings on 297 equity securities.

Source: Kotak Institutional Equities

As of September 30, 2025

Coverage view

The coverage view represents each analyst’s overall fundamental outlook on the Sector. The coverage view will consist of one of the following
designations: Attractive, Neutral, Cautious.

Other ratings/identifiers

NR = Not Rated. The investment rating and fair value, if any, have been suspended temporarily. Such suspension is in compliance with applicable
regulation(s) and/or Kotak Securities policies in circumstances when Kotak Securities or its affiliates is acting in an advisory capacity in a merger or
strategic transaction involving this company and in certain other circumstances.

CS = Coverage Suspended. Kotak Securities has suspended coverage of this company.
NC = Not Covered. Kotak Securities does not cover this company.

RS = Rating Suspended. Kotak Securities Research has suspended the investment rating and fair value, if any, for this stock, because there is not a
sufficient fundamental basis for determining an investment rating or fair value. The previous investment rating and fair value, if any, are no longer in
effect for this stock and should not be relied upon.

NA = Not Available or Not Applicable. The information is not available for display or is not applicable.

NM = Not Meaningful. The information is not meaningful and is therefore excluded.
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Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of
returns to investors.

For more information related to investments in the securities market, please visit the SEBI Investor Website https://investor.sebi.gov.in/ and the SEBI Saa%thi Mobile App.

Derivatives are a sophisticated investment device. The investor is requested to take into consideration all the risk factors before actually trading in derivative contracts. Compliance Officer Details: Mr. Hiren Thakkar. Call: 022 - 4285 8484, or
Email: ks.compliance@kotak.com.

Kotak Securities Limited. Registered Office: 27 BKC, C 27, G Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. CIN: U99999MH1994PLC134057, Telephone No.: +22 43360000, Fax No.: +22 67132430. Website: www.kotak.com /
www.kotaksecurities.com. Correspondence Address: Infinity IT Park, Bldg. No 21, Opp. Film City Road, A K Vaidya Marg, Malad (East), Mumbai 400097. Telephone No: 42856825. SEBI Registration No: INZ000200137(Member of NSE, BSE,
MSE, MCX & NCDEX), AMFI ARN 0164, PMS INP000000258 and Research Analyst INH000000586. NSDL/CDSL: IN-DP-629-2021. Compliance Officer Details: Mr. Hiren Thakkar. Call: 022 - 4285 8484, or Email: ks.compliance@kotak.com
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Details of Contact Person Address Contact No. Email ID

Customer Care/ Complaints Mr. Ritesh Shah Kotak Towers, 8th Floor, Building No.21, Infinity Park, Off Western 18002099393 ks.escalation@kotak.com
Head of Customer Care Mr. Tabrez Anwar Express Highway, Malad (East), Mumbai, Maharashtra - 400097 022-42858208 ks.servicehead@kotak.com
Compliance Officer Mr. Hiren Thakkar 022-42858484 ks.compliance@kotak.com
CEQ Mr. Shripal Shah 022-42858301 ceo.ks@kotak.com
Principal Officer (For the purpose of Kotak Securities Limited, 27BKC, 8th Floor, Plot No. C-27, G Block,

Reseaﬁ)’ch Analysi activit\eps) ’ Mr. Kawaljeet Saluja Bandra Kurla Complex, Bandra (East), Mumbai - 400051 022-62664011 ks.po@kotak com

In absence of response/complaint not addressed to your satisfaction, you may lodge a complaint with SEBI at SEBI, NSE, BSE, Investor Service Center | NCDEX, MCX. Please quote your Service Ticket/Complaint Ref No. while raising your
complaint at SEBI SCORES/Exchange portal at https://scores.sebi.gov.in. Kindly refer https://www.kotaksecurities.com/contact-us/ and for online dispute Resolution platform - Smart ODR

Our Investor Charter is your trusted companion, offering essential guidelines to navigate the investment landscape. Discover principles for informed decision-making, risk management, and ethical investing by visiting
https://www.kotaksecurities.com/disclaimer/investor-charter/
Please refer link for regulatory disclosure and terms and conditions as applicable to Research Analyst under SEBI norms. Disclosure of minimum mandatory terms and conditions to clients

jimit.harde-kotak.com
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