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How to Invest in Gold ETFs (Or should I invest in physical?) 

 

Gold ETFs (Exchange-Traded Funds) have become an increasingly popular 

investment vehicle for individuals seeking exposure to gold without the need to 

own physical bullion or deal with the complexities of mining stocks. They offer 

simplicity, liquidity, and diversification while serving as a hedge against inflation 

and economic uncertainty. This guide provides a detailed explanation of how to 

invest in gold ETFs, which ETFs are the best, and whether ETFs are better than 

individual stocks. 

 

What Are Gold ETFs? 

A gold ETF is a financial product that tracks the price of gold or a portfolio of 

gold-related assets, such as gold mining companies or gold futures. They are 

traded on stock exchanges like individual stocks, allowing investors to gain 

exposure to gold without the need for direct ownership or storage. 

Gold ETFs can be divided into two main categories: 

●​ Physical Gold ETFs: These funds are backed by physical gold holdings and 

aim to replicate the price of gold. Examples include SPDR Gold Shares (GLD). 
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●​ Gold Mining ETFs: These funds invest in shares of gold mining and royalty 

companies, such as VanEck Gold Miners ETF (GDX). 

 

 

Why Invest in Gold ETFs? 

Gold ETFs offer a range of benefits for different types of investors: 

Accessibility 

Gold ETFs allow anyone with a brokerage account to gain exposure to gold without 

the need to purchase, store, or secure physical bullion. 

Liquidity 

Unlike physical gold, which can have significant transaction costs and logistical 

challenges, ETFs can be traded easily on stock exchanges during market hours. 

Diversification 

Gold ETFs can diversify a portfolio by reducing overall risk, as gold often performs 

well during periods of economic instability or stock market volatility. 
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Cost-Effectiveness 

Compared to owning physical gold, which requires storage and insurance costs, 

gold ETFs are more cost-efficient, with low management fees. 

 

Steps to Invest in Gold ETFs 

Step 1: Determine Your Investment Goals 

Before investing in gold ETFs, clarify your objectives. Are you seeking: 

●​ A hedge against inflation or currency risk? 

●​ Exposure to the gold mining sector for higher potential returns? 

●​ Long-term wealth preservation? 

 

Step 2: Open a Brokerage Account 

To invest in gold ETFs, you’ll need a brokerage account. Ensure your broker 

provides access to ETFs and charges reasonable trading fees. 

Step 3: Research Gold ETFs 

Compare available gold ETFs based on: 
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●​ Type of exposure (physical gold vs. mining companies). 

●​ Expense ratio (lower is better). 

●​ Performance history. 

●​ Liquidity and trading volume. 

Step 4: Decide on Allocation 

The percentage of your portfolio allocated to gold ETFs will depend on your risk 

tolerance and investment strategy. A typical range is 5%-15%. 

Step 5: Monitor and Rebalance 

Regularly review your ETF holdings and adjust your allocation as market 

conditions and personal goals evolve. 

 

 

Which Gold ETFs Are Best? 

Here are some of the top gold ETFs based on their performance, liquidity, and 

overall reputation: 

SPDR Gold Shares (GLD) 
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●​ Description: The largest and most popular physical gold ETF, GLD directly 

tracks the price of gold by holding physical bullion. 

●​ Expense Ratio: 0.40%. 

●​ Best For: Investors seeking direct exposure to gold prices. 

iShares Gold Trust (IAU) 

●​ Description: Similar to GLD but with a lower expense ratio. IAU is also 

backed by physical gold. 

●​ Expense Ratio: 0.25%. 

●​ Best For: Cost-conscious investors seeking exposure to physical gold. 

VanEck Gold Miners ETF (GDX) 

●​ Description: Tracks the performance of gold mining companies, offering 

indirect exposure to gold prices with higher growth potential. 

●​ Expense Ratio: 0.51%. 

●​ Best For: Investors looking for leverage to rising gold prices through mining 

stocks. 

VanEck Junior Gold Miners ETF (GDXJ) 

●​ Description: Focuses on smaller, junior mining companies with higher 

growth and risk potential. 

●​ Expense Ratio: 0.52%. 

●​ Best For: Aggressive investors seeking higher returns. 

Aberdeen Standard Physical Gold Shares ETF (SGOL) 

●​ Description: Holds physical gold in Swiss vaults, offering secure and 

transparent exposure to gold prices. 

https://satoritraders.com/mining-stocks


 
https://satoritraders.com/mining-stocks  

●​ Expense Ratio: 0.17%. 

●​ Best For: Investors who prioritize security and low fees. 

 

 

 

 

Are Gold ETFs Better Than Individual Stocks? 

Gold ETFs and individual stocks serve different purposes in an investment 

portfolio. Here’s a detailed comparison: 

Diversification 

●​ Gold ETFs: Provide exposure to the gold market as a whole, reducing 

company-specific risks. Physical gold ETFs like GLD and IAU track gold prices, 

while mining ETFs like GDX offer diversified exposure to gold miners. 

●​ Individual Stocks: Investing in a single company, such as Newmont (NEM) or 

Barrick Gold (GOLD), concentrates risk. Poor performance by the chosen 

company can significantly impact returns. 
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Risk and Reward 

●​ Gold ETFs: Physical gold ETFs are less volatile and more stable. Mining ETFs 

carry moderate risk, as they are diversified but still linked to the mining 

industry. 

●​ Individual Stocks: Offer higher potential returns but carry higher risks, such 

as operational issues, geopolitical factors, or management inefficiencies. 

Income Potential 

●​ Gold ETFs: Physical gold ETFs don’t pay dividends, but mining ETFs may 

benefit indirectly if mining stocks in the portfolio pay dividends. 

●​ Individual Stocks: Some gold mining companies, like Newmont and Barrick 

Gold, pay attractive dividends, providing a steady income stream. 

Simplicity and Liquidity 

●​ Gold ETFs: Easier to trade and require less research. They offer instant 

diversification and are ideal for passive investors. 

●​ Individual Stocks: Require more due diligence and active management. 

Costs 

●​ Gold ETFs: Management fees are low and predictable. 

●​ Individual Stocks: No management fees, but investors may incur research 

and trading costs. 

 

Advantages of Gold ETFs Over Individual Stocks 

●​ Ease of Investment: Gold ETFs eliminate the need for detailed analysis of 

individual companies. 
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●​ Diversification: ETFs spread risk across multiple assets, reducing the impact 

of poor performance by any single company. 

●​ Liquidity: ETFs are highly liquid, making it easy to buy or sell shares at 

market value. 

●​ Lower Volatility: Physical gold ETFs are less volatile than individual stocks, 

making them safer during market downturns. 

 

 

When Are Individual Stocks Better? 

Despite the advantages of ETFs, individual gold stocks can outperform in specific 

scenarios: 

●​ For Active Investors: Those who can dedicate time to researching 

companies and assessing operational performance may achieve higher 

returns with individual stocks. 

●​ Dividend Focus: Investors seeking income may prefer individual gold mining 

stocks with consistent dividends. 

●​ Leverage to Gold Prices: Junior mining stocks offer significant upside during 

gold bull markets. 
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Key Considerations Before Investing 

Investment Goals 

Are you seeking long-term wealth preservation, growth, or income? Your goals will 

dictate whether gold ETFs or individual stocks are more appropriate. 

Risk Tolerance 

ETFs are suitable for conservative investors, while individual stocks appeal to 

those willing to take on higher risk for potentially greater returns. 

Market Conditions 

During times of economic uncertainty or rising gold prices, ETFs provide safe and 

reliable exposure, while mining stocks offer leveraged gains. 

 

 

In summary: Ideal choice for many investors 

Gold ETFs offer a convenient, liquid, and cost-effective way to invest in gold, 

making them an ideal choice for many investors. They are particularly appealing 

for those seeking diversification, stability, and ease of management. Physical gold 

https://satoritraders.com/mining-stocks


 
https://satoritraders.com/mining-stocks  

ETFs, such as SPDR Gold Shares (GLD) and iShares Gold Trust (IAU), are best for 

conservative investors, while mining ETFs like VanEck Gold Miners ETF (GDX) suit 

those looking for higher returns. 

However, individual gold stocks can outperform ETFs in specific scenarios, 

especially for investors focused on dividends or those with the expertise to 

identify top-performing companies. For most investors, a combination of gold 

ETFs and select gold stocks provides a balanced approach to gaining exposure to 

the gold market. 

 

 

 

 

Mining Stock ETFs vs. Gold-Backed Trusts: Which Is a Better Investment? 

Mining stock ETFs and gold-backed trusts offer distinct ways to gain exposure to 

the precious metals market, each appealing to different investment goals and risk 

tolerances. Understanding their differences can help investors determine which 

option aligns best with their portfolio strategy. 
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Mining Stock ETFs 

Mining stock ETFs invest in a diversified basket of gold and silver mining 

companies. Examples include the VanEck Gold Miners ETF (GDX), which focuses 

on established mining firms, and the VanEck Junior Gold Miners ETF (GDXJ), 

which targets smaller, growth-oriented mining companies. 

Advantages of Mining Stock ETFs: 

●​ Leverage to Gold Prices: Mining stocks often outperform gold prices during 

bull markets due to their operational leverage. A small increase in gold 

prices can result in a significant boost to miners' profitability. 

●​ Diversification: ETFs provide exposure to multiple companies, reducing the 

risk associated with any single miner's operational or geopolitical issues. 

●​ Income Potential: Some mining stocks included in ETFs pay dividends, 

providing an income stream alongside potential capital gains. 

●​ Growth Opportunities: Mining ETFs include companies engaged in 

exploration and development, offering exposure to potential new 

discoveries and production increases. 

Disadvantages of Mining Stock ETFs: 

●​ Higher Volatility: Mining stocks are more volatile than gold-backed trusts, 

as they are influenced by factors such as operational risks, management 

decisions, and energy costs. 

●​ Market Dependency: While correlated with gold prices, mining stock ETFs 

are also affected by general equity market trends, which can dilute their 

role as a pure hedge. 

 

 

https://satoritraders.com/mining-stocks


 
https://satoritraders.com/mining-stocks  

 

Gold-Backed Trusts 

Gold-backed trusts, such as the SPDR Gold Shares (GLD) or iShares Gold Trust 

(IAU), hold physical gold and track the spot price of gold. These funds are 

designed for investors seeking direct exposure to gold's price movements. 

Advantages of Gold-Backed Trusts: 

●​ Stability: Gold-backed trusts closely follow gold prices, making them less 

volatile than mining stocks. 

●​ Safe-Haven Appeal: Ideal for investors seeking a hedge against inflation, 

currency devaluation, or geopolitical risks. 

●​ Simplicity: Direct exposure to gold eliminates company-specific risks. 

Disadvantages of Gold-Backed Trusts: 

●​ No Income: Unlike mining ETFs, gold-backed trusts do not pay dividends. 

●​ Limited Upside: Lacking operational leverage, they don’t offer the growth 

potential of mining stocks. 
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Which Is Better? 

●​ For Growth and Income: Mining stock ETFs are superior for investors 

seeking higher returns and dividend income, albeit with increased risk. 

●​ For Stability and Hedging: Gold-backed trusts are better for conservative 

investors aiming to preserve wealth with minimal volatility. 

Ultimately, a combination of both may provide a balanced approach, combining 

the stability of gold-backed trusts with the growth potential of mining ETFs. 

 

 

Contact Details: 

Satori Traders LLC 
4930 Del Mar Ave. #106 
San Diego, CA 92107 
Phone: (619) 320-1900 
Website: https://satoritraders.com/mining-stocks  
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Google Site: https://sites.google.com/view/wheretoinvestnow/mining-stocks  
Folder: 
https://drive.google.com/drive/folders/1vIjORvaelq5mFuRk-cRzGSzypH66
WF9M?usp=sharing  
Facebook: https://www.facebook.com/SatoriTraders 
Twitter: https://twitter.com/SatoriTraders  
YouTube: https://www.youtube.com/c/SatoriTraders/about  
 
Here at Satori Traders we love the shiny stuff - Silver and Gold. 

We've been investing in the Precious metals and mining stocks since 2002 
when it became obvious that Gold is the only real money on the planet. 

At SatoriTraders.com we share everything we've learned about the metals, 
Financials markets, trading, Technical analysis, and the numerous games 
that central banks play with fiat currencies. 
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