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ABSTRACT

This independent study aimed at investigating the relationship between gold
futures prices in the Thailand Futures Exchange and gold prices announced by the Gold Traders
Association (Thailand) by applying cointegration method. In order to examine the relationship among
these variables, 752 daily observations during February 2nd, 2009 to February Srd, 2012 were collected.
The analysis of the collected data were unit root test, cointegration method, error-correction model and
Granger causality test. The results were as follows.

The unit root test by Augmented Dickey-Fuller test for investigating the stationary of
data set revealed that the gold futures prices in the Thailand Futures Exchange and gold prices
announced by the Gold Traders Association were stationary. Both variables had the same order of
integrations or I(1) process. The model of the first difference with trend and intercept with 0 lag was
significant at 0.01 confident level.

Regarding to the cointegration method to examine the long-term relationship of the
variables, 2 models were tested. For the first model, the gold prices announced by the Gold Traders
Association was the dependent variable and the gold futures prices in Thailand Futures Exchange was
an independent variable, and for the second model, the opposite was applied. According to those

models, the results showed that there were long-term relationship between the variables.



However, according to the analysis for the short-term relationship using the error-
correction method, the two same models were tested. The results showed that the short-term
relationship between gold futures prices in the Thailand Futures Exchange and gold prices announced
by the Gold Traders Association (Thailand) could lead to the long-term relationship.

Finally, Granger causality test revealed that gold futures prices in the Thailand
Futures Exchange and gold prices announced by the Gold Traders Association (Thailand) had
bidirectional causality relationship with 0.05 level of statistical significance. As a result, a change of
gold future prices could have the impact on the change of gold prices announced by the Gold Traders

Association (Thailand) and vice versa.



