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ELECTRONIC GOLD RECEIPT(EGR) 
 
With NSE launching the EGR segment, India's gold market has taken a meaningful structural step forward. For 
investors who have always valued gold but have been frustrated by the informality around buying and holding it; 
this warrants a closer look. An EGR is gold on an exchange; you buy units on NSE, each backed by physical gold 
in a SEBI regulated vault, credited directly to your demat account. The underlying gold must conform to LBMA 
(London Bullion Market Association) or India Good Delivery standards before it is even eligible for deposit. The 
transaction is structured across three stages as deposit and creation of the EGR, exchange trading and 
conversion back to physical gold if the investor wants it. At no point does the gold leave the vaulting 
infrastructure unless the investor explicitly requests withdrawal. 
 
India's gold market has always suffered from the same problems i.e. inconsistent purity, opaque pricing and 
informal storage. EGRs address all of this structurally. Pricing is exchange determined and transparent. Vault 
Managers are SEBI registered, mandated to physical inspections and required to carry comprehensive insurance 
covering theft, fire, fraud and force majeure. The gold in the vault is reconciled daily against the electronic record 
of outstanding EGRs making this an audited and regulated system. The Storage charges are fixed, disclosed 
upfront and collected systematically and no hidden costs are involved while settlement is T+1. Investors can 
also withdraw gold from a different vault than where they originally deposited, a practical feature for investors 
across cities. 
 

 
 
Taxation on EGRs further strengthens their appeal. EGRs are treated as securities, which means buying and 
selling units on the NSE attracts no GST, offering clean and efficient trading without the 3% tax that typically 
applies to physical gold. GST is applicable only at the point of physical withdrawal from the vault. On the capital 
gains front, conversion of physical gold into EGRs (and vice versa) does not trigger a taxable event, allowing the 
original cost of acquisition and holding period to carry forward seamlessly. Sales on the exchange are subject to 
standard capital gains taxation applicable to listed securities. This tax-efficient structure positions EGRs as a 
cleaner and more convenient alternative for investors seeking meaningful gold exposure without the friction 
associated with physical or informal holdings. 
 
EGRs sit in a genuinely useful middle ground because Gold ETFs offer no physical delivery, physical gold comes 
with purity risk and informal storage and SGBs lock you in for 5 years. EGRs sidestep all three. For investors with 
meaningful gold exposure, it presents a compelling case as a cleaner, more regulated way to hold the yellow 
metal. The regulatory architecture is sound, and investors should treat it as a long term structural allocation and 
monitor the segment as it matures. 
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