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Abstract

This study investigated the impact of economic growth in China and India
on the price of gold over the period from January 2000 to September 2011.
and A variety of time-series methodologies, unit root test, cointegration test,
and causality test, error correction models, are applied to investigate the
relationship. The empirical results of this study are summarized as follows:
First, the empirical results of Johansen’s cointegration showed that the
cointegration of gold price, oil price, U.S. interest rate, U.S. stock price and
industrial productions of China and India, which implied there is a long-run
equilibrium relationship among these variables. Second, according to the
results of the error correction model it is unidirectional running from gold price
to all of these variables except industrial interest rate. There is bi-directional
causality between industrial production of China and U.S. stock price or oil
price, while others leads industrial production of China. As to industrial
production of India, it lags gold price and leads oil price and industrial
production of China, while there is no causality between production of India
and U.S stock price or U.S. interest rate. According to the results of the
variance decomposition, industrial production of China is the most exogenous,

but oil price and industrial production of India are the most endogenous.

Keywords : Gold price, Oil price, Industrial production of China, Industrial
production of India, Cointegration, VECM, Forecast Error Variance
Decomposition
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