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ABSTRACT

The purpose of this study is to investigate the link between selected Malaysian
macroeconomic variables and the spot gold price. For this research, the macroeconomic
factors include exchange rate, inflation rate, and crude palm oil price. The data used in
this study took time series data on a quarterly basis period from 1991 to 2020 (30 years).
Multiple Linear Regression (MLR) will be used in this research to evaluate
macroeconomic factors influencing the spot gold price in Malaysia, as well as
Correlation Coefficients to analyse the connection between these variables, and all data
will be analysed using EViews 12. The findings for this study show that macroeconomic
factors are significantly impacted to spot gold price which there is the existence of a
positive correlation between the variables of exchange rate and crude palm oil price
with spot gold price. On the other hand, the study also discovered a negative correlation
between the inflation rate towards spot gold price. As a result, investors can make better
investment judgments since they can refer the involvement of the spot gold price and
macroeconomic factors that have been selected for this study.

Keywords: Spot gold price; Exchange Rate, Inflation Rate: Crude Palm Oil Price;
Multiple Linear Regression
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CHAPTER 1: INTRODUCTION

1.1 Introduction

This chapter will be explained and began by the background of the study and
will continue to the problem that arise from previous research. The main article that has
been referred for this study is titled The Determinants of Gold Prices in Malaysia,

written by Siti Nurulhuda Ibrahim, Nurul Izzat Kamaruddin and Rahayu Hasan in 2014.

As for the introduction, gold can be divided into many sorts or components,
which each of it serves its own characteristics, value, and unit such as gold futures, spot
gold, gold jewellery, bullion gold, gold coin, gold bars and gold ore. Although the price
is varies depending on the trading premises traded, the price of gold is constantly

impacted by worldwide supply and demand for gold.

1.2 Background of Study

Gold may be described as an extremely valuable means of exchange that has
been associated with riches and success. This liquidity asset was already used for
thousands of years until fiat money was substituted as the world's monetary system. It
is also an excellent investment medium for both short and long-term. Unlike other
commodities, gold is a durable metal that is easy to carry and is widely recognised and
verified all over the world since it may be diluted or sold at any time (Worthington &

Pahlavani, 2006).

As aforementioned, the supply and demand basis are one of factors influence
the spot gold prices either to rise or to go down. Folger (2021) stated that when the price
of gold falls, investors would purchase gold for future savings because they think gold
will rise when the U.S. economy rebounds. The investor thinks that the price of gold is
greatly impacted by the United States, and if the nation goes through an economic

downturn, investors will purchase gold.

According to Wang (2013), one of the tools of gold is it may be used as an

inflation hedge since its value is greater than keeping equities or currencies. This



