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ABSTRACT

This study aimed to forecast the gold bullion price in Australian market. The monthly
data in this study were taken during January 1995 to December 2006, totally 144 observations,
collected from Reuters 3000 xtra.

According to times-series data, the unit root test by Augmented Dickey-Fuller test (ADF-
test) method was used in the analysis to test the stationary of the data. Afterwards, this study
employed the ARIMA model, represented by Box-Jenkins method, including 4 steps, 1)
identification 2) estimation, 3) diagnostics checking and 4) forecasting.

The empirical evidence showed that the unit root test of the time-series data of gold
bullion price in Australian market, the statistical test at the 1" difference of observations was
significant at 5% and unit root test at lag length zero.

Regarding to correlogram analysis, the empirical results found that the AR(1) AR(3)
AR(5) MA(1) MA(3) MA(5) model was seemingly appropriate for the gold bullion price in
Australian market, respectively. Beside, the coefficients in this model had the statistical

significant from zero. In step of diagnostic checking, represented by Box-Pierce method to



consider from Q-statistic were significant at 5%, implying that the estimated residuals of the
model were characterized as white noise. For forecasting step, this model provided the least value
of root mean squared error (RMSE) and Theil’s inequality coefficient (U) comparing to other
models.

As a result, AR(1) AR(3) AR(5) MA(1) MA(3) MA(5) model revealed that the direction
of the estimated model tended to perform precisely towards true model. Thus, the result of
forecasting by ARIMA model in this study would be useful for investors to plan the market

strategy and market business decision.



