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(~) This research paper presents cmpirical evidences fro Indian stock market and precious metals like gold 
--' and silver. Indian stock market rapidly thriving from last wo decades, which made researcher to find any 

association and/or impact between stock market and precious etals in India. A san~le consisting of Gold, Silver 
and Sensex has been selected for the study based on the resear h objectives. Six years data has been considered for 
the study and coJlccted from CMIE data base. Normality test, nit root test by using Augmented Dickey-Fuller test, 
Multi-Collinearity test, Multiple Regression Analysis, Correl tion and Vector Auto Regression model. The result 
shows that, there was no association between the selected 
dependent variable and Gold & Silver are independent varia 
silver prices. 
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1. Introduction 

Stock market movements make headlines every day 
in India. Stock market plays a vital role for the development 
of the ec.onomy. Surprisingly only 3.23 crore investors 
registered in Indian stock market which is less than 2%. 
However stocks prices are highly fluctuates in the market 
based on the many reasons in the economy. Gold has occupied 
a unique role in the financial systems of cultures worldwide. 
Unlike virtually every other commodity, gold has value far 
beyond its applications in industry. The supply of above­
ground gold is limited. Gold deposits are difficult to find, and 
extracting the metal from gold mines is an expensive and time­. . ­consumlllg endeavor. There arc severaL common tactors that 
typically move the price of gold such as Supply and demand, 
Central bank policies and demand for financial instruments 
that invest in gold. 

Silver is a shiny white metal with several 
extraordinary characteristics. It is malleable, pliable and 
beautifully lustrous. Silver is also highly reflective and 
conducts electricity extremely well. It even kills bacteria. 
Reasons to invest in silver: Investors should consider silver for 
its potential to mitigate portfolio risk , emergi ng economies are 
less likely to trust flat currencies and more likely to trust hard 
assets such as silver. 

2. Review ofLiterature 

Patience Hlupo, (2017) in his study have tested the 
relationship between Gold Prices and Equity Market using 
data obtained from the industrial and mining indices and Stock 
prices were collected from ZSE. To find out the relationship 
f{arious analytical tools were used like ADF Unit Root Test, 
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ariabJes, there was no impact between Sensex as 
les and predicted one month (June 201 8) gold and 

relation and Vector Auto Regression. 

Causality Test, Regression and Variance 
Decompo ition. From the correlation, regression, granger 
causality nd variance decomposition results that there is an 
insignific t relationship between gold prices and stock 
market pe formance proxied by the ZSE Industrial Index. The 
same test show that there is a short-nlll association between 
gold price' and the performance ofgold mining firms listed on 
the ZSE. owever in this study only Gold as a commodity was 
considere '.Maria E. de Boyrie, (20 16),Boyrie through this 
paper has calculated the correlation bdwIXn equity markets 
and com odities using the dynamic conditional correlation 
(DCC) m del introduced by Engle (2002), while emphasizing 
the differ nct's between emerging and devcloped markets co­
movemen s with commodities. For this the data Hsed is - 24 
physical Icommodity futures arc included in the GSCI 
com modi ' index and the five sectors they span are energy, 
agricultur , livestock, industrial metals and precious metals, 
The MSC indices. And tools used arc ARCH/GARCH type 
model. D C model and correlation. The results reveal that 
emerging markets, especially those in Asia, show a much 
lower Ie el of co-movement with commodities than 
develope markets do. It is found that both agricultural and 
precious etals commodities offcr better diversification 
possibiliti s in the less developed markets'. Antwi Koti Gyasi, 
(2016), yasi in this paper has tried to find the reliltion 
between han a Stock Exchange Market and Oil price changes 
by using various analytical tools like Bi-variate VAR­
GARCH- EKK model, BFGS (Broyden, Fletcher, Goldfarb, 
Shanno) ' Igorithm, ADF, KPSS, ARCH, mean, median, 
standard eviation, Kurtosis and Skcwness. The data stretches 
over a pe iod of 5 years starting from 24th February, 20 II to 
24th Febr Jary, 20 J 6 generating 1.306 observations. The paper 
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concludes that there exists a strong relationship between these 
commodities and the Ghana stock exchange market, there is a 
strong bi-dircctional relationship betwccn the Ghana stock 
exchange and crude' oil prices, there is unidirectional 
~elationship means that the Ghana stock market only receives 
shocks and volatility from gold price changes. This study 
considers only two commodities for its study i.c.. Gold Price 
and Oil price1.Dr. Mustafa I1dirar and Dr. Erhanlscan, 
(20 15),In this article the authors have investigated the long­
run relationship between commodity prices and stock prices in 
ECA countries using data obtained from IMF, IFS iLibrary 
System, which includes Stock Prices. Oil price, Iron price, 
Rubber price, Wheat price within 212-1025 . For that study 
tools used arc Panel Co-integration test, Panel Unit Root test 
of Levin, Lin and Chu. Pcdroni's Panel Co-intcgration Tcst, 
ADF test <lnd PP test. Results show that there i~ no co­
integration between commodity and stock market. Estimates 
indicate that interaction betwcl.'n stock market and commodity 
market is uncertain . The rescarch conJuctcd is for a very 
limited period which doesn't give a reliable result. As the test is 
conducted for different countries, the economic factors differ 
from one country to another and its impact also varies which 
.~annot be measured under same frame'. Dr. Shefali Tiwari and 
Dr. Barkha Gupta, 2015,Shefali and Barkha in their study 
have examined the causal relationship bdween gold prices 
,lOd stock market returns in India using the data collected from 
various sources like moncycontro1.c:om. BSE INDIA, 
~CXIndia.com. The sample is collected from July 2005 to 
August 2014. They have used important tools like ADF and 
Granger Causality Test . The results of Granger causality test 
reveals that returns ofSensex index does not lead to increase in 
gold price and ri~e in gold price does not lead to increase in 
Sensex. The commodity considered here is only gold. Other 
I;ommodities can also be c0nsidereu to give the impal' t of 
commodity on stock markd. 

3. Research Methodology 

Descriptive research was used for the study, with the 
characteristics of prices/values and volatility of the 
prices/values ofGold, Silver and Sensex. 

a. , Method of Sampling - The sampling technique 
followed for this study was convenience research 
sampling. The sample unit was gold, silver and 
Sensex values. 

b. Sample Size -A sample consisting ofGold and Silver 
and one stock index from the Indian capital market 
has been selected for the study based on the research 
objectives. 

Research Techniques - Following are the tools and 
tedmiques used in the study: 

1. Jarque-Bera test was applied to test the Normality of 
the selected variables. 
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2. 

3. 

4. Objectives for the Study 

0 understand the relationship between Gold and 
ilver prices and stock market in India. 

1. , 

2. o snldy price discov~~y of Gold and Silver funlres 
rices in Indian Capital Markets. 

3. 	 10 study the impact of Gold and Silver prices 
owards stock market in India 

5. Scope f r the Study 

1 this study, the attempt was made to understand 
whether p iccs of Gold and Silver affect the Scnsex. But, it is 
not pract cally possible to study the impact of all the 
commodit es. Therefore the scope of the study was restricted 
to only to I old and Silver precious mt:tals and tht:ir impact on 
Sensex, T is study was restricted to data of the market from t<, 

April, 20 I to 3t " May, 2018. 

6. Data A a\ysis 

..____ _ 

The abov table revt:als the information normality with the 
help of descriptive statistics for all the selected variables. 
From the t'~ ble, researcher can see that the. Jarque - Bera test 
value of c1mputed p-value of all the three variables are I.ess 
than 0.05 ~ignificance level ht:nce null hypothesis is rejected 
i.e. the errf,S are not ilorma11y distributed. Here, it was also 
found that kewness ofdistribution is a greater than 0.00. It is 
also speci that selected three variables are positively 
skewed. K ,rtosis is a measure ofsymmetry and peakedness of 
a distributi'on. The Sensex, Gold and Silver are follows 
PlatYkurticidistriblltion. Jarqlle-Bera Test shows higher valut:s 
for all the hree variables signitying that the variables differ 
signiticant\y from the normal distribution. ._ . 

---,._ , 1"'., ... . 	 ,'.-... . .... : ' .. ,1 

___ . _ ..___._______..--1..______ 

Unit Root 
Gold 
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mther to the Normality Test the selected data was 

esteu for the stationary and this was done by using 
he Unit Root Test with the help of Augmented 
ickey Fuller Test. 

ector Auto Regression (VAR) was used to model 
he relationship between time series variables and 
or estimate and forecast the values. 

est- Augmented Dickey Fuller (ADF) Test for 
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HO: Gold Price has Unit root (Gold are Non-
Stationary ) 

HI: Gold Price does not have a Unit root pnccs afe 
Stationary ) 

Table Z: ADF Test Results for Gold 

Table 3: Table Showing ADF Test Results at Level and 
First difference 

In the above table ADF test values for selected variables are 
null hypothesis at level and accepted at first 

difference. The selected data has a unit root at level i.e. p-value 
of Gold, Silver and Sensex are 0.064, 0.763 and 0.783 
respectively which is greater than O.OS level 
hence it accept the null for all three variables. The 
selected data does not have a unit root at first difference i.c. p-

of Silver and Sensex all arc 0.00 which is less 
than 0.05 level hence it the null hypothesis 
for all three variables. This particular test U~ to know that, 
the selected data can be used directly for further estimation 
and or should be converl them into returns. 

can 
and 
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Gold shows low level ofcorrelation with the value 
and silver are negatively correlaledwith the 

! l.Therefore from the above researcher 
that, there is no exists correlation between 

and stock market and they do not influence each 

of gold and silvcr cunverted into return because of 
and further with the help ofYAR the gold 

are forecasted for one month i.e. June 2018. The 
the estimation of returns for next one month 

converted into prices and with actual 
and silver. It is identified that, the forecasted 

gold is more appropriate than the silver, Gold has 
variation of average of 1,57% whereas Silver has 

of8.22%. 
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IDifferent' J0-30. 
Table 5: Multiple Regression Test 

3. 
{Oependell1t Vcl nabla R ET_S ENSE>< 
!Method. Least Squares 
Dale. 0&18118 Time. 13'52 
Isampl~ (adlusted) 1 123 7 
nduded observations : 1237 after Cldjustments 

Variable Coefficient Std. Erro r t·Slavs tic 

C 0 .04 ?Ja8 0.027302 1.73 4245 
RET GOLD 0004735 0.011527 0 .410814 

RET -SIL VER .{l 006~0~ 0016854 -0385965-
R ·squared 0000252 t.Aean dependent var 
~justed R-squared .{l .00 136 8 S.D. dependent Yar 
S.E . of regress ion O.9G0165 AAa,k~ Info cn terton 
Sum squared resld 1137.64G Seh ...... Ctrz cfltenon 
Log Itkellhood ·1703441 Hannan-Qu inn criter 
F-61atis!lc 0 . 155633 Du rb in·\>Vit tson stat 
Pfob(F.statistic) 0 .855890 

Prob 

0 .047:,16 , 
0 .959509 
2 n9000: 
277 1418 ' 
276367; 1 
2 .041104 

1 

1 

4. 

5 
. 

From the above multiple regression test, it has been 
considered that, Sensex is a dependent variab Ie whereas Silver 6. 
fnd Gold prices are independent variables. The result ean be 
concluded that then~ is 110 impaci between Sensex and Gold 
and Silver as the p-values of the test are 0.6813 and 0.6996 
respectively, which is more than 5% value and thus can be 
concluded that there is no impact between Sensex and Gold 1. 
and Silver. Durbin Watson test statistic is 2.041, which 
specifics about the model fitness even though r squared value 
has very less. 

7. Conclusion 8. 
In this research paper, the study of impact of Gold 

and Silver Prices 011 Stock Market has been examined. The 
study uses daily data which is collected from CMIE database 
Jarque-Bera test reveals that the data series of all the variables 

9. 
and even stock market does not come from a normal 
distribution. The results of Augmented Dickey- Fuller test 
conclude that the series are stntionary and integrated of order 

10.one. There is no correlation between stock market with and 
Gold and Silver. Multiple-regression test concludes that there 
is no impact between Sensex and Gold and Silver. Hence it can 11. 
be concluded that, the test as influence of Gold and Silver as 
precious metal to stock market which does not take place and 
selected dnta are interdependent. There are many factors 
which infl\lenCe the stock price in the stock market, this 
research paper provides the information to the investors that, 

12.
they need not 	 to be focus on gold and silver performance 
which, that is not much influencing the stock market. 
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