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Abstract 

 

Gold is a precious yellow commodity once used as money. The demand for this commodity is 
on the rise. The objective of this study was to know about the trend of gold prices for the past 5 
years based on economic factors such as inflation, currency price movements and others. 
Following the melt-down of US dollars, investors are putting their money into gold because gold 
plays an important role as a stabilizing influence for investment portfolios. Due to the increase in 
demand for gold in Malaysian and other parts of the world, it is necessary to develop a model 
that reflects the structure and pattern of gold market and see the movement of gold price. The 
most appropriate approach to the understanding of gold prices is the Multiple Linear Regression 
(MLR) model. MLR is a study on the relationship between a single dependent variable and one 
or more independent variables, as this case with gold price as the single dependent variable. 
The fitted model of MLR will be used to predict the future gold prices.Many factors determine 
the price of gold and based on “a hunch of experts”, several economic factors had been 
identified to have influence on the gold prices. Variables such as MYR/USD Foreign Exchange 
Rate, Inflation rate, Money Supply (M1), Kuala Lumpur Composite Index (KLCI), and Treasury 
Bill (T-BILL) were considered to have influence on the prices. Parameter estimations for the 
MLR were carried out using Statistical Packages for Social Science package (SPSS). Only 
three variables that will effect the gold in this study which is foreign exchange, KLCI, and M1. 
The final model of this study is very important for researcher to predict the future price of gold. 
 
Keyword: golp price (GP), Foreign Exchange, KLCI, Inflation rate, Money Supply (M1), T-bills. 

 

 

 

 

 

 

 

 

 

 



iii 
 

TABLE OF CONTENT        

CONTENTS         PAGE 

TITLE PAGE         i 

LETTER OF DECLARATION       ii 

LETTER OF TRANSMITTAL       iii 

ACKNOWLADGEMENT       iv  

TABLE OF CONTENT       v 

LIST OF CHART        v 

LIST OF TABLES        v 

LIST OF FIGURES        v 

ABSTRACT         vi 

CHAPTER 1: INTRODUCTION 

 

1.0 Background of study       1 - 2 

1.1 Problems statement       3 - 4 

1.2 Scope of study          4 

1.3  Research objective       4 

1.4 Research question       5 

1.5 Limitation of study       5  

1.6 Significant of the study      6 

1.7 Definition of term       7 - 8 

1.8 Theoretical framework      9 

1.9 Research hypothesis       10 – 11 

 

CHAPTER 2: LITERATURE REVIEW 

 

2.0 Literature review       12 

2.1 Price of gold          13 - 14 

2.2  Exchange rate        15 - 16 

2.3  Inflation rate        17 - 19 

2.4  Money supply        20 - 21 

2.5  Stock Market (KLCI)       22 - 25 

2.6  Treasury bills        26 – 28 

 

 

 

 



iv 
 

CHAPTER 3: RESEARCH METHODOLOGY 

3.0 Chapter description       29 

3.1 Research method       29 

3.2 Research design       30 

3.3 Sampling procedure       30 

3.4 Measuring instrument       30 - 31 

3.5 Assumption required       31 

3.6 Procedure for data analysis      31 - 32 

3.6.1 T-statistic       32 - 33 

3.6.2 F- Statistic       34 - 35 

3.6.3  Data analysis       36 

3.6.4 Statistic method of analysis     36 

3.6.4.1 Regression analysis     36 - 38 

3.7 Test of correlation       39 

3.7.1 Correlation coefficient      39 

3.7.2 Coefficient of Determination (R²)    40 

3.7.3 Durbin Watson      41 

3.8  Scope and limitation of study     42 

 

CHAPTER 4: FINDING AND ANALYSIS 

 

4.0 Introduction        43 

4.1 Multiple Linear Regression Equation     44 - 45 

4.2  Interpretation of each coefficient methods    45 

4.2.1 Foreign Exchange      45 

4.2.2 Money Supply       46 

4.2.3 KLCI Index       46 

4.3 Pearson Correlation Analysis      47 - 49 

4.4 Correlation Coefficient (R)      50 

4.5  Coefficient of Determination (R²)     51 

4.6 Hypothesis Testing (T-Test)      52 - 54 

4.7 F-Statistic (F-Test)       54 - 55 

4.8  Durbin Watson       55 - 56 

4.9 Trend analysis        56 - 57 

 

 

 

 

 

 

 

 

 


