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Abstract – The goal of the paper is to portray and survey the impact of the most significant factors for the 
moment on golden rates, i.e., Indian procurement capacity, interest rate levels, the official sector, 
seasonality‟s, political events, press releases. They have an impact on the free market activity and 
therefore on its prices in the golden economy. All over the world, gold has been used as a weapon to help 
growth or in the form of gems. All these factors illustrate the demand for gold every day behind the ads. 
Gold demand in India will grow by 33% by 2020, according to the World Gold Council. By 2020, the 
estimated annual demand will be 1.200 tonnes. The influence of individual variables compared with the 
interrelationship characteristics between changes in these elements and golden prices generally did not 
reflect the regularities recognized in the document. It especially applies to India's purchasing power and 
interest rate rates. The relation between the price of gold and the dollar is the opposite. In this paper, an 
endeavor has been made to examine the presence of unidirectional or bidirectional connection amongst 
golden price and Sensex. The consequences of the investigation demonstrate that there is no causality 
between the golden price, Sensex and nifty.    

Keywords: Gold Price, Sensex, Nifty, Jewellery, Purchasing Power, Interest Rates, Official Sector, 
Seasonality, Financial Asset, Gold Market, Investment, India. 
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INTRODUCTION 

A stock market plays a major role in an economy. It 
makes asset planning around the economy 
conceivable. The success of the stock market is 
important from the point of view of business and 
financial experts. The stock market is viewed as an 
economic predictor. An economic downturn could 
lead to a decline in the stock market, so the 
government needs to almost test the stock-market 
developments. The modification of the economic 
fundamentals often affects a stock market dossier. 
India is a developing economy, and over the past few 
decades many investigators have sought to identify 
the macroeconomic effects on the Indian stock 
market. 

Gold is the issue of risk, as well as the mechanical 
raw material and a luxury consumer good (jewellery 
products); although it has a remarkables fiscal 
position, although its value is relatively uncommon in 
nature (as underground stock), despite the fact that 
the gold monetary system has been abandoned 
(central bank reserves), its value is correlated with 
the costs of different resources In addition, there are 
different qualities in the gold balance (supply and 
demand). These show that its stock could be far 
higher in terms of production requirements than 
because of the various raw materials that, while 
smaller, still require far more notable costs for the 

financing of raw material stocks. The gold market, 
for example, is small in comparison and in the 
different sectors of capital markets, with bond 
markets or the market of fund funding. It that be 
amazing; thus, even a small market has some 
consideration. The gold price is determined on a 
short and long-term basis. In the short term, these 
are: Indian Rupees purchasing power, interest rate 
level, seasonality, the official sector, political 
events, press releases and media reports; in the 
long term, the global population is growing; the 
demands for investment, the volume of mining 
generation and the cycle of raw materials. The 
previous elements affect the development of the 
free market activity in the gold market and decide 
thus on-price change. Although it is important to 
finance experts to settle on snapshots for opening 
positions in the short term, strategic investment has 
great long-term factors. 

Gold seems to have a "right" and personality of its 
own. Because of its mild scarcity, it is normally 
highly preservationist, but watches for the exact 
reflector of it here and is now in great fear of the 
economy. In general, gold was considered to be an 
attractive commodity in India and in recent years 
the wisdom of that convention has been strongly 
reaffirmed. When markets are unpredictable and 
financial experts freeze, they continue to transfer 
volatile capital like inventories and turn them into 
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gold. Gold is traded on a dollar basis, as is basically 
all things. Capital also stream from emerging market 
currencies in the middle of emergencies. In 
established circumstances, this makes it doubly 
appealing to Indian investors; the rising gold rupee 
price is motivated by both the increase of 
international prices for gold and the dollar's 
appreciation against the rupee.  

SEASONALITY: 

The gold market, similar to various other markets of 
financial assets, is described by seasonality in the 
advancement of the prices of this metal. Seasonality 
indicators appear, in any case, that the gold price did 
not fundamentally veer off from month to month 
averages (Figure 1). 

 

Figure 1. The indicator of seasonal fluctuations 
of gold prices in 2000–2016 

The cost of gold in the first three months of the year 
was higher than the usual month-to-month period: 
1.36% (January), 2.25% (February) and 1.03% 
(March). It is interesting that three months ago, low 
prices, i.e., were mentioned consistently. June, 
August and July. The price of 1,42% and 1,84% 
separately at that time was lower than the monthly 
average. The fall and deflation of the demand for 
gold is pursued in these months. In the summer, the 
western world begins with crops planned on the 
Asian market. In August / September the upturn on 
the gold market begins and continues over the 
months. The gold price increase is increased by 
purchases of jewellery, particularly before Christmas, 
towards the end of the year. In January and February 
(festival) these prices are raised and then there is no 
change in value treatments until August. The 
observed pricing seasonality may additionally have 
come from the increasing demand for gems in 
conjunction with the Indian wedding period, which 
starts and continues to run in October and lasts till 
May, and then melts in the summer months. The 
seasonality index shows that the local prices in April, 
August and October are important. These months, in 
particular October, are the best months to open up a 
strategic role in the gold market. The most important 
factors in the case of seasonality‘s in the gold market 
are drifts in price level fluctuations, in particular 
months as there might be specific outside elements 
that produce gold prices due to the unusual quality of 
gold. The explanation for the slight seasonality in 
gold price rises indicates that the gold market has 

undergone an unprecedented boom in the entire 
analyzed period. 

GOLD MARKET IN INDIA: 

Gold has always attracted mankind and its key use 
as a store of wealth has been identified. It has been 
well known in enrichment for its excellence. Gold has 
also become an industrial metal of growing 
importance. Gold has been deserving of money for 
thousands of years, because of its irregularity and its 
longevity. This was named for its idleness and 
reluctance to take concoction responses. Gold is the 
most noticeable of the noble metals (gold, silver, 
platein, and other platinum group metals). For 
fundamental acids, gold does not react. For both 
their wind and mechanical qualities, gold, the 
best-known of all precious metals, is commonly 
pursued throughout the world. In fact, gold 
traditionally served three functions: as a monetary 
resource, as a financial asset and as a raw 
material used mainly for jewelry and decoration. 
Gold is usually seen as an investment as a 
financial asset which maintains its incentive in 
times of political, social, or financial misery. For 
this purpose, gold can provide a portfolio safety 
net to individual and institutional speculators 
against rapid declines in critical resources such as 
capital and obligations. The most common gold 
use is in jewellery, while investment demands are 
considerable, with the majority in use occurring in 
the U.S., Japan, Italy, India, China and Thailand. 
Since 1988, jewelry production has developed at a 
very fast rate in Southeast Asian and Middle East 
developing countries. Gold is sometimes used as 
part of the dental amalgam and electronic 
connectors. Gold is mined in over 76 different 
countries around the globe, with the vast number 
of improvements expected to continue to grow in 
the next century. South Africa, with the United 
States, Australia and Canada, has now become 
the highest exporting nation of gold. Golden as a 
shield against swelling and as a fundamental form 
of investment fund and a strong hold in the face of 
financial instability or political change is being 
used by many people all over the world.  

THE LEVEL OF INTEREST RATES: 

Gold as an investment physically does not 
generate interest, which is why many investors 
deposit money in banks. Document money which 
the State recognizes as a legal delicate can, for 
inflation, be lost after some time. Inflation causes 
paper money to be devalued and its purchasing 
power to be that. There is a need for adjustment 
of value on paper money shops. The present 
ostensible interest rate with the real interest rate 
and expansion premium shall be paid. The real 
interest rate is the productive return on 
investment, which compares the nominal interest 
rate with inflation rate. During periods when 
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interest rates are almost small or, in fact, negative, 
creditors are seeking to avoid disaster from the 
various potential outcomes of investment capital. At 
this point, gold, which does not yield interest, winds 
up as contrasting and banking deposits and fixed 
securities. There is a tremendous demand for gold 
and its price is increasing significantly. High genuine 
interest rates then make gold investments to several 
investors look ugly again. Bond interest grew and 
gold prices were to decrease. Given the rising 
inflationary pace, the expansion of ostensible interest 
rates is continuously triggered, as the fear of inflation 
raises gold demand, hence its prices. In the past, 
rising inflation rates were a reliable predictor of 
higher gold prices along these lines. Nevertheless, 
the experience clearly indicated that the increasing 
price as an expansion effect repays all that anyone 
could have to achieve a reduction in the golden 
standard of bonds, and the price of gold increases.  

Keeping in mind the end goal to break down the 
previous connections this investigation received the 
nominal rates of return of 10-year US securities to 
ascertain genuine interest rates. These securities are 
illustrative of the bond market and are utilized as a 
benchmark for different financial investments (10-
yeargovernment benchmark bond yield). Changes in 
the level of real interest rates and gold prices in the 
vicinity of 2000 and 2013 are shown in Figure 2.  

 

Figure 2. The real interest rate and the average 
annual gold price in 2000–2013 

Figure 2 shows that critical vacillations in real interest 
rates were went with constantly, aside from in 2013, 
by rising gold prices The low and declining, or even 
negative real interest rates made gold an 
progressively attractive investment, and its price 
rose. The connection coefficient had a negative 
esteem ρ = – 0.49, the assurance coefficient R2 = 
0.2401. In 2009 and in 2012, notwithstanding, gold 
did not react with a drop in cost regardless of an 
expansion in genuine interest rates. This impact 
happened just in 2013. 

SENSEX: THE BAROMETER OF INDIAN 
ECONOMY: 

In every respect, a happy reference point for the 
head of Stock Exchange which led the stockbroking 
movement in India. Since 1875, a major factor has 
changed as 318 people have been converted by 
paying a Royal Re1 sum into individuals from what is 
called the "Mumbai Stock Exchange." From then on, 

both good and poor times have passed on the capital 
markets of the world. The 20th century excursion 
was not an easy one. Before the eighties, the good 
and the poor times on the Indian stock market had 
not been quantified at all. In 1986, the Stock 
Exchange, Mumbai (BSE) was transformed into the 
Indian stock market tracker with an index of stocks. 
In view of the overall known growth and audit 
approach, SENSEX is not only logically planned yet. 

Since Indian investors are widely recognized, 
SENSAX is regarded as the Indian stock market's 
beat. This provides the time allocation details over a 
fair period of time as the most seasoned list in the 
country (from 1979 on). The SENSEX has been 
obviously one of the most popular brands in the 
nation over the years. During the last decade, the 
production of showcases of value in India was 
wonderful. The stock market has seen a surge that 
has grown as far as various bulls and bears are 
concerned since the mid-nineties. SENSEX has 
received the most legal scrutiny on both of these 
occasions. The blasts and bust of the Indian stock 
market can be differentiated through SENSEX. 

GOLD V/S. SENSEX: 

Traditional Indian family units still swear by gold as 
a long haul resource and they have a substantial 
purpose behind that. Gold has created an 
annualized return of 13.66% in the last 15 financial 
years, barely lower than the Sensex return of 
13.97% amid same period (see Sensex versus 
Gold Chart). 

 

DATA AND METHODOLOGY: 

This paper aims at relationship between gold prices 
with Sensex and nifty stock market returns in India 
for the period 2006 to 2016. This study is mainly 
based on secondary data that have been collected 
from the database on Indian economy. The study 
analyses the monthly data on domestic gold prices 
and stock market returns in India for the aforesaid 
period. Wherever data were missing, the averages 
of the data of the previous month and next month 
have been taken.  
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EMPIRICAL ANALYSIS: 

Which one of the two provides a superior 
opportunity, Gold or Nifty? Will gold be included 
within your long-distance range of investment, or is it 
a good idea to make it only stocks? Problems in the 
speculator category are the absolute most often 
discussed now and then. Gold alone led the route, 
abandoning the values course from 2008 to 2013, as 
we have been able to observe the execution of gold 
vs value venture in the last few years. In any case, 
things have taken a sharp turn since 2014 and the 
return on investment has driven huge gold prices. So 
what did the execution of gold fill up until 2013? 
Because gold is a floating help, the situation of high 
expansion and monetary decline recognizes 
confidence. With the chance that any nation can 
swell, speculators will buy gold to change their 
holdings and price rises. Therefore, the gold prices 
increased and stock prices decreased in the midst of 
swells, i.e. from 2008 until 2013. The trend shifted as 
the economic situation improved after 2013. In the 
Gold's, the same is clear. Below is a fine map. In 
2012–2013, gold was extremely unique and wise, 
with solid gold growth while it was slim or down 
(perfect time to sell gold and buy stocks). Gold was 
very much intrinsically unique. Similar price 
variations were reported in 2015 in nifty and gold 
(continuous falling and upward gold prices). As 
genius speculators, we will brace ourselves for 
gradually shifting from over-priced interest to low-
priced gold and vice versa at all times. When 
affected by a gold company, you should also test 
Nifty PE over 25 as a value asset class shouting bid. 
Nifty PE over 25 are extremely untenable. Take into 
account the simple investment rule-Buy low and sell 
big. The similarity of the prices of Nifty and Gold can 
be observed day by day. 

 

High gold price helped push global jewellery 
demand:  

Indian annual jewellery demand tumbled to a 7-year 
low in the midst of strikes, direction and high gold 
prices. Indian demand was 148.3t lighter than 2015 – 
the greatest yearly decay recorded in our historical 
data series. Conditions in India during 2016 made an 
extremely challenging environment in which to collect 

accurate data on gold demand. In the nationwide 
jewelers' strike adequately close down the gold 
industry. Encourage challenges emerged when the 
government‘s clampdown on undeclared income – 
which achieved its zenith in Q4 with the 
demonetisation policy – drove a component of gold 
demand into the shadier grey market. Should 
advance information regarding request become 
visible, we will modify the data accordingly. 

 

Local Indian gold prices remain in discount:  

Demand from the money dependent country 
populace fell forcefully as liquidity went away. 
What's more, not simply for gold? Sales of bikes 
in November and December were around 6% and 
22% separately. Mahindra and Mahindra reported 
a 23% fall in November tractor sales. In any case, 
this is a brief marvel. As the invalid money is 
returned, by means of bank deposits, to the 
financial system and step by step supplanted with 
new Rs500 and Rs2,000 notes, liquidity will make 
strides. The most recent rainstorm was good and 
rural incomes correspondingly healthy: this is 
certain for gold demand. The quantity of advanced 
exchanges should begin to crawl higher on the 
administration's push to build straightforwardness 
in the gold market. This may as of now be 
producing results: national jewellery chain stores 
beat littler, free stores amid the quarter. 

 

Demand was quieted amid the initial couple of 
long stretches of 2017 as the industry awaited the 
administration's first February budget, for 
affirmation of custom obligation for gold and the 
GST rate to be forced later this year. Once these 
subtle elements are affirmed, we expect sound 
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levels of repressed request – and re-stocking by the 
exchange – to support the market. 

RETURNS ANALYSIS: 

It's intriguing to take a gander at the historical returns 
of gold and nifty. The graph beneath demonstrates 
the sort of profits gold and nifty have been producing 
since 2006 till date. There are just 3 events when 
gold has beaten nifty returns on a yearly basis. The 
jury is still out in 2016. Taking a gander at this trend, 
gold doesn't appear to be an incredible investment 
avenue for investors. As talked about above, gold is 
an extraordinary investment only during economic 
distress. Keeping this in mind, investors ought to 
abstain from making an investment in gold and 
prioritize investment in values when the economy is 
in an uptrend as stocks will perform far superior in 
such a scenario. 

CONCLUSION:  

In this paper, the easygoing relationship has been 
analyzed between Golden Price Relation with 
Sensex and nifty. However, because of financial 
emergencies in India in 2011 and 2016, there is a 
positive correlation between stock yellow and gold 
price between 2006 and 2010 and this connection is 
fluctuated by all accounts and by using the 
connecting relation and Johansen coordination 
check, it is developed that gold prices and stock 
yields are not interdependent. In the long run, 
Sensex will return. The results of the Granger 
Causality Test show that the Sensex index benefit 
does not increase the gold price rapidly and grow the 
gold price. There were different effects on the 
individual components and the concept of 
connections between variables shifts and the price of 
gold was generally not based on the regularity of the 
writing. Changes in the buying power of Indian 
rupees gave rise to longer periods in which gold 
prices paid little or even less respect for this 
currency's purchasing power. In addition to 
speculating, the reaction of the Gold price to 
changes in the level of genuine interest rates was 
more likely to arise from their insight into regularities 
in this area; this rectification has had a negative 
appreciation but the assurance coefficient is at a low 
level. Impressive interest rate adjustments did not 
necessarily lead to a decline in real gold confidence. 
The influence on the gold bull market can be defined 
by the interventions by central banks. In the midst of 
economic stability, this studies show that the Sensex 
continuously picked up attention, but the gold price 
development was not so effective. As the economy 
started to become clearly weaker, gold became 
stronger and more preferred speculation. We may 
infer that gold and sensex are different in the midst of 
market economic stability, and that nifty is no 
connection between price and point developments. 
But the secure metal gold is intended to confine risk 
when the economy is not stable. 
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