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ABSTRACT

The purpose of this study is to study the affects of macroeconomic factors toward
domestic gold price of Thailand. To investigate the relationship between the domestic gold price
of Thailand and the macroeconomic factors, both short term and long term relationship, the four
macroeconomic factors were selected in this study, namely Comparative Consumer Price Index
between Thailand and The United States, Foreign Exchange Rate between Thai Baht and US
dollar, Comparative Interest Rate between Repurchase rate of Bank of Thailand and Effective
Federal Funds rate of Central Bank of The United States, and NYMEX Oil Price. The 78 monthly
data in logarithm starting from January 2002 to June 2008 were collected for the analysis. Due to
time-series data set, Augmented Dickey-Fuller unit root test was used for testing the stationary of
the data. Then, the long-term and short-term relationship between macroeconomic factors and
domestic gold price of Thailand using Cointegration method and Error Correction Model are also
utilized for testing the causal relationship in the sense of Granger.

Firstly, Unit Root Test was investigated by Augmented Dickey-Fuller Test carried out on

the time-series data to test non-stationary property. The empirical results revealed that the gold



price has the unit root with the order of integration, I(1) process. For the macroeconomic factors,
all of them have the unit root with the same order of integration at I(1) process. As the gold price
and all of the macroeconomic factors have the same order of integration at I.

Regarding to the Cointegration method, in case that the gold price was a dependent
variable and the macroeconomic factors as an independent variable, the results implied that the
gold price and the macroeconomic factors have long-term relationship.

According to the analysis for the short-term relationship using the Error Correction
Model when gold price was a dependent variable and macroeconomic factors was an independent
variable. The results showed that Exchange rate and NYMEX Oil price had short-term
relationship, while Consumer Price Index and Interest rate didn’t have short-term relationship.
NYMEX Oil price was the most quickly adjustable.

Finally, the analysis of the Granger Causality Test, they exist the causal relationship in
the sense of Granger revealed that Consumer Price Index, Interest rate, and NYMEX Oil price
didn’t cause Gold price. Meanwhile, Exchange rate caused gold price. Thus, they were single

directional causality.



