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Analysis of factors affecting gold price in the world market in the 21st century under

uncertain circumstances.
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Abstract

Gold was precious in ancient times for religious ceremonies. That currently applies to
international reserves and investments. But over the past two decades, gold prices have fluctuated.
The study aims to analyze factors affecting gold prices and the long-term equilibrium relationship of
gold prices together with the essential economic variables of the US, including the USD, policy
interest rate, bond yield, consumer price index, Nasdaq stock indexes, and crude oil prices.

The methods of this study used the VAR model with modern econometric tools developed
from traditional methods, which are 1) unit root test. 2 ) long-term equilibrium relationship by
cointegration test. 3) test for a cause-effect relationship between variables by causality. 4) analyze
impulse-response function, and 5) analyze variance decomposition, using 252 monthly time series
data from 2001-2021.

The results show that: 1) Gold prices have a long-term equilibrium relationship with the
USD, policy interest rate, bond yield, consumer price index, Nasdaq stock indexes, and crude oil
prices by cointegration test. 2) USD and inflation are the main that affects the gold price. When the
USD strengthens, the gold price will decrease. As inflation increases, gold prices increase by
causality test. 3) The shock of bond yields has an influence the greatest on gold price volatility by

impulse-response function and variance decomposition test.

Keywords: gold price, 21st century, uncertainty, cause-effect relationship
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Variable Level 1(0) First Difference 1(1) Result
t-statistic t-statistic
GOLD -1.713994 -12.83655%* 1(1)
BOND -1.845444 -12.27568%* 1(1)
FEDF -2.221472 -7.573319% I(1)
NDX 1.595652 -15.21510%* 1(1)
USD -2.210383 -15.99322%* 1(1)
USCPI -2.017014 -9.898960%* 1(1)
OIL -2.630549 -10.51979* 1(1)
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M5190 2 MsnaaeuANNAITUTITIgasN NI

Hypothesized Trace P-value Max-Eigen P-value
No. of CE(s) Statistic Statistic
None 159.4311 0.0001* 64.10449 0.0003*
At most 1 95.32658 0.0535 37.35349 0.0982
At most 2 57.97309 0.3028 24.53713 0.4170
At most 3 33.43595 0.5328 16.07939 0.6590
At most 4 17.35656 0.6137 9.192067 0.8166
At most 5 8.164497 0.4480 4.601686 0.7910
At most 6 3.562811 0.0591 3.562811 0.0591
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M5190 3 MINAAPUANNANTUTIF 11ig-Ha 5ErIeAs

gy ANUFUTUS X -squared P-value
A USD taz A GOLD A usp —A GOLD 5.358673 0.0206*
A FEDF uaz A BOND A FEDF—>A BOND 6.037213 0.014*
A BOND—>A FEDF 10.32103 0.0013*
A OIL 1taz A BOND A oiL —>A BOND 6.075695 0.0137*
ANDX 1az A FEDF ANDX —> A FEDF 21.59015 0.0000*
A OIL uaz A FEDF A olL —A FEDF 4.111604 0.0426*
A FEDF—>A OIL 15.6166 0.0001*
ANDX uaz A oIL ANDX—> AoLL 8.41766 0.0037*
A USD taz A OIL Ausp —*AoIL 3.809035 0.051*
A FEDF uag A USCPI A FEDF—>A USCPI 4.037952 0.0445*
A OIL 1az A USCPI A oL —*A uscpl 21.42577 0.0000*
A USD wag A USCPI A UuspD —A uscrl 6.449459 0.0111*
Auscpiuaz AGOLD A UScPr-*A GOLD 3.494791 0.0616%*
A FEDF uaz A NDX A FEDF-—»A NDX 3.287435 0.0698**
A FEDF waz A USD A FEDF ~"®A USD 2.819215 0.09317*
A BOND tiaz A USD A BOND----»A USD 3.508615 0.0611%*
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Response to Cholesky One S.D. Innov ations
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4 a 4 1
M3199 4 #amMIAATITHMSHEna ALY sUsIU

Period S.E. LNGOLD LNUSD LNUSCPI LNOIL LNFEDF LNBOND LNNDX

1 0.036075 100.0000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
3 0.067516 97.40604 1.472842 0.768654 0.027202 0.035964 0.021354 0.267947
6 0.094989 96.54690 1.369399 1.458784 0.258639 0.025622 0.180448 0.160203
9 0.113990 96.24047 1.139853 1.361239 0.380886 0.037938 0.661239 0.178372
12 0.128831 95.69249 0.976155 1.136947 0.428744 0.050961 1.418441 0.296264
24 0.169880 91.45505 0.711010 0.718978 0.459000 0.111214 5.675222 0.869529
36 0.196576 87.09214 0.747354 0.788273 0.474754 0.231630 9.513234 1.152612
48  0.215106 83.71975 0.896633 1.006713 0.505601 0.418343 12.21042 1.242539
57 0.225320 81.75033 1.024394 1.211302 0.534148 0.581544 13.65426 1.244027

60  0.228180 81.18025 1.066088 1.283778 0.544594 0.637090 14.05114 1.237066
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