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The purpose of this study is to analyze the relationship between gold price and oil price
in Thailand using cointegration method. Three prices are selected in this study, namely bullion
price, onaments price and Dubai oil price. The 739 daily data starting from January 2004 to
October 2006 are collected for the analysis. Since the data are time series, stationary test in
conducted. The long-term and short-term relationship using Cointegration method and Error
Correction Model (ECM).

The results of unit root test show that both gold prices and oil price have the unit root and
have the same order of integration with an I(1) process in model without intercept and without
trend, with intercept without trend, and with intercept and trend. Regarding to the Cointegration
method, the empirical results indicate that the estimated residuals are stationary with an I0)
process. Thus, it means that gold price and oil price have the relationship in the long-term.

According to the analysis of the Error Correction Model (ECM), the results reveal that
oil prices and gold price have the two-way relationships in the short-term. Moreover, regarding to
oil price as an independent variable and gold price as a dependent variable, the empirical result
reveals that the residuals in period of t-1 is significantly negative, implying that gold price and oil

price have the relationship in the long-term.





