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This study investigated the relationship between gold price and oil price. In the case of
present market price data of gold were London Bullion Market prices and those of oil were Brent
Market’s crude oil prices. In the case of futures market, Futurespro index from Gold Future
Historical series and Brent Crude Oil (Future) prices were used. Specifically used were secondary
daily time series from 1 March 2006 to 26 February 2010 covering 1043 observations for present
market and these from 13 October for 2009 to 30 April 2010 covering 122 observations for
futures market. The unit roots test was undertaken to proof the stationary of the time series. Then,
cﬁintcgration approach and Error Correction Model -ECM were applied.

All time series in both present and futures markets were found to be stationary at I(1)
order of integration. The cointegration technique was applied to test whether the long run
equilibrium properties of the data existed. The finding indicated that the prices of gold and those
of oil had no long-run relationship either the prices of gold were treated as independent while
those of oil were regarded as dependent rarialles, or vice versa in the present market. However,

oil prices appeared to influence gold prices in the futures market and their relationship existed in

the long-run.

Consequently, the Error Correction Model was used to estimate the short term adjustment
process of the gold prices following the dynamics of oil prices in the futures market. The
estimated coefficients at statistically significant level for t-1 had the values in the range from 0 to
-1 and this is consistent with the theory that the magnitude of error should continue to decrease as

prices in this case, adjusted themselves to get the long run equilibrium.





