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Have you ever wondered why gold has become a prominent asset in the cryptocurrency
space? The reason is that gold has been one of the safest commaodities for trading and the
most dependable value stores for centuries. This has led to the development of the financial
landscape, from which the gold-backed token allows investors to easily own gold in a more
convenient and accessible way.

However, any investor can invest in this digitally represented gold by leveraging the
blockchain technology. This type of token using gold is gaining popularity among users and
becoming a huge trend in the investment space. Individuals, entrepreneurs, and companies
are looking to enter this space to attain achievable growth.

So, this comprehensive blog will walk through the framework of gold-backed tokens, their
manufacturing processes, benefits, the securities they offer, and their future developments.


https://open.spotify.com/episode/4DhlsWv3nvSjVXllH6RBj8?si=V5ZZHBtHT7O3yj_zYGQqrA

What is a Gold-Backed Token?

Gold-backed token is a type of digital asset that represents the ownership of physical gold.
Here, each token’s value is directly tied to a fixed quantity of physical gold, representing it as
a tangible asset. For instance, these tokens are also called cryptocurrencies or stablecoins.
Each token is associated with the market value of gold and provides more stable funding
compared to other cryptocurrencies. Moreover, these tokens are safely reserved in secure
vaults.

For example, a gold-backed token of 65 dollars typically represents the same gold as valued
at 65 dollars. Unlike physical gold, a gold-backed token can be purchased, sold, and
transferred instantly worldwide.

Moreover, these tokens can be traded on digital exchanges that provide enhanced liquidity
compared to physical gold. Additionally, it can also be used for various purposes, such as
digital payments and as a divergent tool in investment portfolios. Using this tokenized gold,
investors can easily purchase and achieve a fraction of physical gold, rather than buying the
whole gold bar.

Start Your Gold Token Journey Today with Our Gold Tokenization Services

How Does a Gold-Backed Token Work?

The gold-backed token on blockchain technology possesses similar properties to those of
tokenized real estate. As there are a lot of complexities involved in creating tokens backed
by physical gold, it is essential to look into their work in detail.

To the point, the physical gold that is used as tokens is safely stored in a secure vault and is
regularly examined by third-party firms. However, it is mandatory to cross-examine that the

quantity of gold stored matches the number of digital tokens (which means maintaining a 1:1
exchange rate with gold), each representing a specific amount of the physically present gold.

Here, the gold-backed tokens function by providing a digital representation of real-world gold
assets, fluctuating within the gold market. Furthermore, these tokens offer more
transparency and security with the blockchain technology and can be easily traded or used
for transactions just like any other cryptocurrency.

6 Steps to Create Your Own Gold-Backed Token


https://www.blockchainx.tech/gold-tokenization-development-company/

Steps to Create a Gold-Backed Token?

s I e 1T g |

=

Investment of Gold Handle the Legal Stuff Determine What Your
Token Represents

-

1
> ~ &

Ny
LChooseaBlockchain J L Launch Your Token J L Token Distribution J

Creating your gold-backed token is an interesting way to launch your very own digital asset,
and it's the process of combining blockchain technology with the physical management of
gold assets. Here is a detailed look at the process of gold-backed token creation.

Step 1: Investment of Gold

As a first step, purchasing a physical gold bar is a mandatory process. This can range from a
small asset like a 1-ounce American Gold Eagle coin to huge assets like a 1 kg gold bar.
Investors can purchase a sufficient quantity of gold from a company or institution, which will
be held in a secure vault and is often audited by trusted entities to ensure its purity.

Step 2: Handle the Legal Stuff

Apart from the standard regulations, a blockchain gold token has certain unique
prerequisites to be followed. As this is one of the crucial steps in the token creation process,
it must be examined carefully. The purchased gold must comply with the security laws in
your jurisdiction and should be free from forbidden activities. To check them, verify your gold
under KYC (Know Your Customer) and AML (Anti-Money Laundering) regulations.

Step 3: Determine What Your Token Represents

Once done with the legal and governing structures, it's important to determine the type of
token. This indicates how the digital asset will function, so start by defining what your token



represents. Say, for example, define it like 1 token symbolizes the price of 1 gram of gold,
and this will represent the functionality of that specific asset.

Step 4: Choose a Blockchain

After determining your token, it is important to choose the right blockchain platform to create
the gold-backed token. Choosing the platform decides everything, right from the transaction
speed to security, and each blockchain has different benefits and features. Platforms like
Ethereum, Binance Smart Chain (BSC), and Stellar are the most popular blockchain
platforms, and among them, Stellar is often recommended for establishing gold-backed
tokens.

Now, the tokens will begin the mint or burn process to make them available to the investors.
Once done, the original token will be received along with its certification.

Step 5: Launch Your Token

Now, assume that the value of 1 token represents the value of 1 gram of physical gold.
Before launching the token, there are certain rules to be followed to verify whether the
onboarding process is clear and error-free, and the process is similar to that of
cryptocurrency. To check them, the token must be clear with its smart contract activity and
the proof-of-reserve mechanism for verified users. Additionally, the respective token must
undergo third-party audits and must be error-free.

Step 6: Token Distribution

Finally, the developed tokens can be distributed to markets and users. This involves trading
platforms, exchanges, and other ecosystems where users can buy, trade, and sell their
tokens as they wish. Once done, it is mandatory to keep the smart contracts in sync with the
tokenized gold to make the tracking and updating process easier across the blockchain
networks.

Benefits of Creating a Gold-Backed Token

Fractional Ownership

Gold-backed token offers fractional ownership, which allows investors to obtain a smaller
amount of gold instead of buying the whole bar or coin. Each token represents a specific
quantity of gold, and this reduces barriers to entry and makes gold accessible to wider users.
In simple terms, it increases the scope for inventors with low investment potential to own
precious assets.



Stability in a Volatile Market

Gold-backed tokens address volatility concerns by directly linking each token's value to
physical gold. Like other cryptocurrencies, the price fluctuations of gold-backed tokens may
be minimal, and transactions occur with confidence without significant disruption.

High Liquidity

Gold-backed tokens offers increased liquidity, meaning any investor can easily purchase,
sell, and trade the tokens across borders endlessly. Furthermore, the exchange of digital
tokens can be done 24 hours 7 days right away on global markets, which enables fast and
smooth trading. Moreover, these tokens make the micro-sized transactions possible, which
facilitates time-consuming trading processes and investment in gold instantly.

Secure Custody

The custodian stores the gold backing of tokens, where the gold will be secured with high
transparency and integrity. So that investors can remove worries about the supply chain
concerns and issues. Moreover, the blockchain technology represents the ownership of
physical gold that is stored in secure vaults, ensuring it with a verifiable digital
representation.

Global Accessibility

The gold-backed tokens break down the barrier to entry and allow for global access.
Moreover, any investor without a network connection can invest in gold, regardless of their
location. This is achieved through digitization of physical gold ownership and enables
investors to invest in gold without the wider range of investors.

Blockchain Transparency

The blockchain platform in gold-backed tokens allows for safe and transparent transactions,
provided by its immutability. This guarantees that the token holders can verify their gold
assets and track their asset information easily. In addition to this, it reduces the risk of
manipulation of the tokens with increased traceability.

Blending Possibilities

The blending of gold-backed tokens with decentralized finance (DeFi) allows users to
donate, borrow, and trade the tokens with high liquidity. This integration enhances DeFi’'s
stability by providing real-world asset backing and attracting a wide range of investors. It is
even used as security for yield farming and loans and provides new financial opportunities.



Examples of Gold Backed Tokens

Tether Gold

Tether Gold allows users to digitally own physical gold with each token worth one troy ounce
that is stored in Swiss vaults. It offers safe custody & high liquidity and trading on the
Ethereum and TRON blockchains.

PAX Gold (PAXG)

PAXG is issued by Paxos and is backed by physical gold that is stored in vaults in London.
Each token is worth one fine troy ounce and the Ethereum blockchain provides both physical
and on-chain redemption options along with regulated, transparent ownership

Digix Gold Token (DGX)

One gram of 99.99% gold is represented by DGX tokens which are kept in Singaporean
vaults. Digix offers real asset-backed stability on Ethereum by enabling users to redeem
tokens for actual gold and guaranteeing frequent audits and transparency

Perth Mint Gold Token (PMGT)

PMGT is completely insured by the government and is backed by gold from The Perth Mint
With each token being valued at one ounce of gold, the Ethereum blockchain offers smooth
tradeability, security guaranteed by a sovereign and transparency

Meld Gold

Melt Gold partners with trusted suppliers to digitize gold assets using blockchain technology.
Built on top of Algorand— it guarantees physical backing and traceability while facilitating
effective & transparent gold trade and diversity into decentralized finance

Key Features of a Gold-Backed Token

Cost-Effective: A physical gold needs secure storage and strong security measures. In
contrast with this, tokenized gold requires only low storage and transaction fees. This makes
the token process more convenient and cost-effective for the users.

Inflation Hedge Properties: The gold-backed tokens remain stable even when the value of
fiat currencies erodes due to inflation. This makes the investors protect their wealth against
the inflation effects. So, the gold-backed tokens turn into an attractive option during times of
economic volatility.



Diversification: In diversification, the gold-backed tokens play as a prominent tool for every
investor. It provides exposure to a low-correlated asset by enabling fractional ownership and
providing global accessibility and liquidity. This policy seeks to balance risk and potential
returns in an ever-changing economic landscape.

Security: The leverage of blockchain technology in the gold-backed token allows for
transparent and safe transactions for the users. Each gold token is stored on a public ledger,
and its ownership is recorded separately, despite the fraudulent activities.

Market Potential for Gold-Backed Tokens

In contrast with the current technology, the gold-backed tokens change how the conventional
trading market works with their remarkable market potential. This is due to its ability to
provide a stable and accessible way for users to invest in gold. This facilitates more
transparent and quicker cross-border transactions, enabling businesses and countries to
work with gold-backed digital assets rather than depending on the old traditional methods.

As an investment asset, market researchers indicate that gold will become valuable in the
future, once the rising inflation level drives down the value of fiat currencies. On top of that,
the token breaks the barrier against inflation and volatility and paves a convenient way to
trade gold. Additionally, enhanced interactivity with different blockchains will allow for a
seamless transfer of gold tokens in the future across various networks by increasing their
accessibility and utility.

Conclusion

At BlockchainX, we’re here to guide you in creating your own gold-backed token with
accuracy and expertise. By developing gold-reserved tokens, projects can take investment
opportunities to another level, driving interest among new-generation consumers.

Right here, the steps mentioned to develop a gold-backed token will be easy for any investor
to participate in the investment process. So, investors now do not need to worry; in case of
any queries, collaborate with us and find out how easy it is to create a personalized
gold-backed token for you.


https://www.blockchainx.tech/
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