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ABSTRACT

The purpose of this study was to examine a relationship between world’s gold spot price
and the U.S. exchange rate against Euro and Japanese Yen by using daily time-series data from
4" January 1999 to 1" May 2010, totally 2,937 observations. This study applied the Augmented
Dickey-Fuller test to investigate the unit root of those variables. Cointegration test and Error
Correction Model technique of Engle and Granger were also applied to estimate the long-run
relationship and the short-run adjustment to equilibrium.

The results of unit root test found that all of variables had unit roots with the same orders
of integration with an I(1) process. Regarding to the cointegration test and error correction test,
the results indicated that all of variables had relationship in the short run and adjustment to

equilibrium in the long run, except for a case of the U.S. exchange rate against Euro was an



independent variable and world’s gold spot price was a dependent one. Furthermore, the results of
Granger Causality test showed that the case of the U.S. exchange rate against Euro had a
bi-directional causality relationship and the case of the U.S. exchange rate against Japanese Yen

had only one directional causality relationship.



