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ABSTRACT

Oil and gold commodities have important role for economic driving at present and
also correlate. Since increasing in oil price is major cause of inflation and exerting substantial
upward pressure on gold prices because gold hold the standard value of money. The purpose of
this research was to study relationship between prices of gold and oil for investment planning in
gold and oil futures price. This research used 358 daily closing price of NYMEX, U.S.A. during
April 1, 2000 to March 24, 2006.

Since data are time series thus it is appropriate to investigate the stationary of the data
by Augmented Dickey-Fuller method, and then investigate cointegration and error correction by
Johensen and Juselius procedure. Finally, this study analyzes the elasticity of gold’s futures prices
when oil’s futures prices have changed. First step of the study, the data are transformed into
natural logarithm. After that, the study investigates unit root test and the coefficients of natural
log of oil’s futures prices in order to analyze the elasticity of gold’s futures prices when oil’s

futures prices have changed.



The empirical evidence shows that all data are non-stationary with the same order of
integration [I(1) process] and the appropriate lag length equal 0. Based on the data since 7-month
through 12-month delivery price, cointegration analysis indicates that gold’s futures prices have
long relationship with o0il’s futures in the same direction. The adjustment process from short run
by error correction model shows that speed of adjustment is in range 0 to -1 meaning that there is
the relationship between the variables.

After transforming data into natural logarithm, this study examines the stationary
property of data find that all data are stationary with the same order of integration [I (1) process].
Then, the results of investigation the long-run relationship by Engle and Granger procedure find that
gold and oil’re futures prices have long-run relationship since 1 month through 12-month delivery
prices at 95% confidence level and have adjustment from short-run to long-run equilibrium. The
result of investigation of beta coefficient (B) of 12- month data find that they have nearly value
and decrease if delivery time increase. In comparison with changing of oil futures price,
elasticity value of gold’s future price is less then 1. This implies that changing of gold’s futures
prices is lower than oil futures prices.

In sum, this study can indicate that in up-trend futures market, investor should invest
to oil futures prices that yield faster profit. In down-trend futures market, investor should invest to

gold’s futures prices because their prices reducing rate less than oil’s futures prices.





