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Abstract : A variety of factorcinfluence the gold pricecin the global economy. Gold hac
a popular invectment option that hactraditionally yielded good returnc. However, gold
pricec have a tendency to fluctuate. Aca reault, invectorsin gold have to keep a cloce
watch on the pricec. When the economic cituation ic weak with moct invectmento
providing low returng, invectorcare likely to put their money in gold.
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INTRODUCTION
FACTORS INFLUENCING THE GOLD PRICES:

1) Demand and supply: Gold pricecare ecsentially determined by the demand and cupply of thicpreciouc
metal. The price of gold icon the rice continually due to itchigh demand and finite cupply. Apart from an
inveotment inctrument, it icalco used widely for inductrial purpocecdue to itchigh recictance to corrocion
and thermal conductivity. In light of the cupply, percictent increace in demand caucecthe price to go up and
vice veraa.

2) Dollar strength: Another factor that influencecthe gold pricesthe world over icthe otrength of the US
dollar. If the dollar weakeng, invectorcaround the world begin to cell the currency and buy gold for cecurity.
Thiccaucesa jump in demand and concequently, arice in gold pricec. On the other hand, when the US dollar
atrengtheng, it cauceca fall in demand for gold.

3) Central banks and mining companies: Central bankc and mining companiec ucually hold large
recervecof gold. They buy and cell thicpreciouometal according to the movementoof their currency and the
overall economic ccenario. Dractic changeoin the price of gold are mainly due to frequent trancactioncby
theae bodiea.

4) Economy: One of the moct crucial factorcinfluencing the gold pricecicthe ctate of the global economy.
When the economic aituation icweak with moat inveatmentoproviding low returng, invectorcare likely to
put their money in gold, acit icknown to perform well during cricicaituationa.

While thece are come of the major factorothat affect the price of gold, there are ceveral otherclike trading
and opeculation, national emergency cituationg, increace in per capita income, government policieg, etc.
that play an important role in the proceado.

5) Diwali festival: In India hacooared acpeople around the country prepare to celebrate the Diwali fectival,
which celebrated in the month of October or November. During the five-day fectival, which ctarted with
Dhanterac, people purchace gold to greet Lakchmi, the goddeos of wealth. They believe che will bring
blecvingoand fortune to the entire family. According to one jewelry chop owner in Mumbai, the gold priceg,
thioyear icabout 32,000 Indian rupeecper 10 gramg, a 15 percent increace from 27,000 Indian rupeecper 10
gramoa year ago. "Lact year the price wacleco. Thicyear it hacgone much higher. It ionow 32,000 (Indian
rupeec (@ 10g) probably, approximately, “caid a gold purchacer. “So naturally lact year what we purchaced,
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thicyear we cannot afford. So we have purchaced comething which iclighter.”
According to Prithviraj Kothari, former precident of the Bombay Bullion Acoociation Ltd (BBA),
feativaloand weddingoatimulate the demand for gold.

Aoper hicexpert opinion, following are the few reaconcfor the coaring price of gold:

@ The depreciation of the rupee compared to lact year and the duty hike in January and March

@ The Indian government increaced the import tariff of gold to four percent on Mar.2015 thicyear to cut
the financial deficit. The expenditure icpredicted to drop from 58 to 38 billion U.S. dollarc.

€ U.S. Precident Barrack Obama would probably continue quantitative eacing, which meanc gold will
coat more for invectorcholding other currenciea.

@ Aocthe price of gold icricing, diamond pricec are dropping and many wealthy Indian familiec have
cotarted to favor the precioucgem.

6) Business-Man Opinion:According to one of the manager of a jewelry chop in Mumbai:-On thicday of
Dhanterag, people uced to buy gold and ailver jewelries. But thic year, compared to lact year, people are
coming to ucto buy diamond jewelry, and now there ic new trend for the teenagerg, they love to wear
diamond jewelry which hacbeen crafted with omall delicate designsand everything,"

According to BBA Precident Mohit Kamboj:- The import volume of gold dropped from 967 tonclact year to
550 tonc thic year due to inflation and high gold pricec which affected cuctomerc dicpocable incomea.
The demand from farmerc and workerc in rural areac accountoc for 70 percent of the entire Indian gold
market. "In rural partc, there's a thing that gold ic the bedt invectment, becauce they don't believe in
commoditieq, ctockcand properties. They believe all in gold, which you can get cached anytime in 24 hourg,
aeven dayca week," caid BBA precident Mohit Kamboj. However, crop failurec thic year cauced by the
drought during the country'crainy ceacon hacaffected many farmercto buy gold. Iticacoumed that Diwali
Fectival celebrated in the month of October.

IMPORTANCE OF THE STUDY:

® Tounderctand the rick and return charactericticoin the Diwali fectival.
® To identify the reaconodue to which Gold pricectendoto be incline/decline in the Diwali fectival.

OBJECTIVE OFTHE STUDY:

® To find out the Diwali fectival effect on the pricecof gold.
® To obcerve the market behavior patter during the Diwali fectival.

SCOPE OFTHE STUDY:
® The otudy icrelating to the pricec of gold, taking into conacideration the Opening price of gold every
month.
® The precent ctudy icreatricted for the period of five (05) yearci. e. 2010-2014.
® The otudy doeconot cover the prior or after period mentioned and aloo the other agpectsalthough related.

RESEARCHMETHODOLOGY:

® The gold priceo at the beginning of the month wac of the month wac arranged from January to

December.
® The procecowacrepeated for five yearcand the data divided into four quarterc:
Quarter 1(Qrl):-January to March. Quarter 2(Qr2):-April to June.

Quarter 3(Qr3):-July to September. Quarter 4(Qr4):-October to December.
® The Priceowacarranged in accending order for each quarter.
® Quartile Deviation waccalculated ucing the following formula:
(Q3-Q1)/2, Where, Q1=(N+1)/4th Item and Q3=3(N+1)/4th Item.
® [ndex icdivided into two equal partg, i.e. from January to June and July to December.
® Mean Deviation for each period iccalculated ucing the formula:
Mean Deviation=Z|(x-mean)l/n
t-dictribution for each year iocalculated by the formula;
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(Total Mean — Quartile Mean)/Standard Deviation

Run tect icapplied by ucing the following formula:
pur=(2n1n2/(n1+n2))+1 and
or=aquare rootof{ (2n1n2(2n1n2-n1-n2))/((n1+n2)2(n1+n2-1))}

n =total number of rung, r = number of rung, n1 = number of +ve price changes, n2=number of -ve price
changec.

HYPOTHESES

¢ Null Hypotheoio: HO =there iono Diwali Fectival Effect on pricecof gold.
¢ Alternative HypothecicH1 =there icDiwali Fectival Effect on gold pricea.

SOURCES OF DATA

7

«  The recearch icbaced on cecondary courceo of data, which ic collected from BSE (Bombay Stock
Exchange).

7

«  The nececoary data hac been compriced, computed for completing the ctudy work by obcerving
recearch normowith the help of information made available through web.

SAMPLE DESIGN

The otandard gold pricesfrom BSE have been uced for calculation purpoce for the otudy period.
Application of Research Methodology:
Table 1:Opening Index of gold price of each Month

2010 2011 2012 2013 2014
January 16665 20688 27322 30975 28436
February 16185 19921 28068 29938 29499
March 16683 20892 27882 29723 30078
April 16280 20700 28010 29469 28190
May 16997 22244 29141 26448 28603
June 18700 22278 29615 26795 26681
July 18540 21751 29668 25995 27841
August 17821 23050 29625 28200 28063
September 18999 27815 29625 33018 27930
October 19906 25995 30975 29521 27050
November 19713 27455 30975 29899 26143
December 20553 28886 31109 30030 30030

Graph 1: Gold prices graph for the study period
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DATAANALYSIS
Table 2:Dispersion Statistics for the Study Period
Y ear Period QD MD SD

grr; 1224190 620.11

2010 1460.07
Qr3 589 202
Qr4 420
8;; 47859'5 760.33

2011 3043.8
Qr3 3032 2283.22
Qr4 1445.5 )
Qr; 8:2)7235 692.22

2012 gr3 o 1239.82

T
- .1

Qrd 7 690.17
Qr; 1561285 1401.39

2013 gr3 3511 '5 1926.04

T .

Qr4 254.5 1564.22
I TN P

2014 ga = 1185.37
Qrd4 | 19435 8315

By applying the techniquec of meacures of digperaion the figures in the table 2 are calculated.

Graph 2 indicatecthe graphical reprecentation of diopercion ctatictico.

Quartile Deviation ic calculated to know the average amount by which the quartiles will differ from the

median.

Mean Deviation for the cecond half of each year icgreater than that of the firct half which indicatec
that the average difference between the pricec and the median or mean increaces. Standard Deviation ic

aboolute meacurecof digperaion.

Standard Deviation indicatecthat there icgreater amount of digpercion during thicquarter. It icto
be noted that the fourth quarter containc the month October. Hence to the naked eyec it lookc there ic

aignificant effect of October (Diwali Featival) on the pricecof gold.

Graph 2: Dispersion Graph for the study period
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To enaure ctatictical relevance on eye verification, a Run Tect wac applied in order to know
the effect of Diwali Fectival (October)

whether the quartile deviationcaccalculated were cignificant co that
can be felt on the pricecof gold.
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Table 3 : Year wise t-significant test for mean of all quartiles

2010 2011 2012 2013 2014

Qrl 1.0799 0.9766 1.2722 -0.5423 -0.9496

Qr2 0.5213 2.8360 0.3328 0.8291 0.3267

Qr3 -0.2510 -0.2406 -0.2458 0.0501 0.2255

Qr4 -1.3496 -1.3051 -1.3591 -0.3370 0.3973

To check the hypothecicof cteady otate, cignaloRun Tect icapplied, the valuecofthe tectcare given

inTable 4.
Table 4: Run Test Values
n. 20
I. 10
n, 7
n2 12
Ly 9.842105
or 1.962718
The various values of significance of the tests are given below:
Confidence Intervals
Test at 5% level of significance (0=0.05 & Z=1.96)
Upper Limit = 13.68903, Lower Limit = 5.995178
Since, Lower Limit < r <Upper Limit, the Null Hypothedicic
Test at 10% level of significance (0=0.05 & Z=1.96)
Upper Limit = 13.08059, Lower Limit = 6.06362
Since, Lower Limit < r <Upper Limit, the Null Hypotheacicicaccepted
CONCLUSION

® The variouc deviationc calculated in relation to October ceem to be having a major influence on the
Gold price due to ito fective nature. Hence, the firat hypothecic ac concidered hac been ctatictically
proved. (i.e. “Thereiono Diwali Fectival Effect on Gold pricec”)

® The Indianoutilizectheir cavingofor fectival and religiouspurpocecrather than invecting in gold.

® The “October” happencto be not the end of any Quarter which emphacizeson ‘Performance’and not
on the gold price market.
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