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Abstract –  
Introduction: The purpose of the foreign exchange market ‘FOREX’ is to assist international trade and investment. The 
foreign exchange market allows business to convert one currency to another foreign currency. In terms of volume of trading, 
it is the largest market in the world. The foreign exchange market facilitates international trade and capital movement, the 
credit function performed by foreign exchange markets also plays a very important role in the growth of foreign trade, for 
international trade depends to a great extent on credit facilities. While Gold as a commodity, is considered to be a hedge 
against inflation, recession, and other times of uncertainties. Gold and the US dollar still hold a pull over each other even 
today. The association developed from the use of gold and silver standards to set the values of currencies in the past. The US 
dollar plays a major role in the price movements of crude oil also. As commodities trade globally, often using the US dollar 
as a medium, price movements in the US dollar have important consequences. A weak US dollar is considered positive for 
crude oil producers and a strengthening US dollar is often viewed as negative for the crude producers.  
Research Methodology: The paper attempts to find the relationship between US Dollar, Crude Oil and Gold. The present 
study follows a descriptive research design. The source of data is secondary for the study. The analysis of the data is done 
using inferential statistics.  
Major Findings: The analysis reveals that there is significant impact of US dollar currency on gold price. It can be 
concluded that the crisis had effect on the crude oil price. 
Managerial Implications: The outcome of the study could be considered by investors, government as inputs in making 
investment decisions.  
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I. INTRODUCTION 
 
Foreign Exchange Market:  
The foreign exchange market (forex, FX, or currency 
market) is a global decentralized market for the 
trading of currencies. This includes buying, selling 
and exchanging currencies at current or determined 
prices. In terms of volume of trading, it is the largest 
market in the world. Trading in foreign exchange 
(FX) markets averaged $5.1 trillion per day in April, 
2016. 
The foreign exchange market has huge trading 
volume representing the largest asset class in the 
world leading to high liquidity. It is geographical 
dispersed, and operates twenty four hours across the 
world.  
The foreign exchange market facilitates international 
trade and capital movement, the credit function 
performed by foreign exchange markets also plays a 
very important role in the growth of foreign trade, for 
international trade depends to a great extent on credit 
facilities. Exporters may get pre-shipment and post-
shipment credit. Credit facilities are available also for 
importers. The Euro dollar market has emerged as a 
major international credit market.  
Market Participants:  
The foreign exchange market is divided into levels of 
access. At the top is the interbank market, which is 
made up of the largest commercial 
banks and securities dealers. Within the interbank 
market, spreads, which are the difference between the 
bid and ask prices, are razor sharp and not known to 

players outside the inner circle. The top-tier interbank 
market accounts for 39% of all transactions. Smaller 
banks, large multi-national corporations, large hedge 
funds, and even some of the retail market makers 
participates regularly in the foreign exchange 
market. Central banks, participate in the foreign 
exchange market to align currencies to their 
economic needs. 

 
 Gold Market:  

Gold is considered to be a hedge against inflation, 
recession, and other times of uncertainties. This 
precious metal was, for a long time in history, used as 
currency, and is still a safe haven for investors. 
Consequently, most central banks around the world 
invest in gold to preserve their assets during volatile 
economic conditions. 
Gold and the US dollar still hold a pull over each 
other even today. The association developed from the 
use of gold and silver standards to set the values of 
currencies in the past. In these monetary systems, the 
value of a unit of currency was tied to the value of a 
specific amount of gold or silver. The US dollar was 
originally tied to a bimetallic standard, based on both 
gold and silver, but it moved to a gold standard after 
1900, which it remained on until 1971. The gold 
stabilized the value of the currency, but it had to be 
abandoned whenever the currency faltered, in order to 
protect the gold reserves. The US dollar became a 
true fiat currency, traded on foreign markets and used 
as a reserve currency without risking the US gold 
reserves, while the price of gold was freed from the 
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restraints that had been imposed on it by financial 
policies designed to keep currencies under control. 
The link between the US Dollar and Gold Price 
There is an intrinsic co-relation between gold prices 
and the US dollar. When the demand for the US 
dollar falls, banks as well as investors around the 
world invest more in gold. This measure helps them 
protect their money and hedge against uncertainties. 
The demand and consequently the value of gold goes 
up. 
 
Similarly, when the US dollar appreciates, an 
increasing number of investors shift their investments 
from gold to the US dollar. This fall in demand 
causes the value of gold to go down. This behavior of 
investors creates an inverse relationship between 
gold and the US dollar. 
However, it would not be appropriate to conclude that 
the price of gold and the US dollar always move in 
opposite directions, mainly because other external 
factors also impact the prices of these two 
instruments. Some investors, for instance, might 
invest heavily in gold during a recession, whereas 
others might consider the US dollar to be a safer 
investment. In such case, the price of both dollar and 
gold might go up. 
 
Crude and US Dollar: 
The US dollar plays a major role in the price 
movements of crude oil also. As commodities trade 
globally, often using the US dollar as a medium, price 
movements in the US dollar have important 
consequences. A weaker US dollar is often positive 
for crude oil producers. An appreciating or 
strengthening US dollar is often viewed as negative. 
An appreciating US dollar will continue to put 
downwards pressure on crude oil prices,  which 
causes trouble for the energy sector. 
 
Fall in crude demand: 
The drop in crude oil prices can be attributed to three 
simple reasons — demand, supply and the dollar. One 
of the major reasons for the decline in oil prices is the 
fall in demand for oil. A growth slowdown  halts the 
demand for crude. For example, the Euro Zone has 
been grappling with a slowdown and Japan  is reeling 
under the effects of the consumption tax. 
On the supply side of crude, increase in U.S. crude oil 
production, re-opening of Libyan ports, fading risks 
of Russian oil supply and increase in Iranian 
shipments increased the supply. Also, Saudi Arabia 
signaled that it would no longer act as the marginal 
producer of oil, and instead committed to maintaining 
market share. In addition, demand growth has 
lowered, due to economic weakness in countries such 
as China and Japan and the Euro Zone and oil supply 
has been on the ascendant. This has resulted in excess 
oil supply and a steep fall in oil prices. 
Net oil importing countries have benefited due to 
lower oil prices. India, which imports more than 80% 

of the crude oil it consumes, would prove to be a 
major gainer. The drop in crude prices will help 
improve its balance of payments situation, as well as 
bring down its inflation level. Conversely, the net 
crude oil exporting nations are bound to be hurt by 
cheaper crude oil price. Russia, Venezuela, Iran, and 
Nigeria have been the worst hit by falling crude oil 
prices, but Saudi Arabia, the world’s largest exporter, 
has been able to ride out the decline due to its large 
cushion of reserves. 
 
II. RESEARCH METHODOLOGY 
 
Research Objective: 
 To study the impact of dollar currency 

fluctuation (appreciation/depreciation)         on 
Crude price. 

 To study the impact of dollar currency 
fluctuation (appreciation/depreciation)         on 
gold price. 

 To study the impact of pre - subprime crisis 
(2007) and post-subprime crisis (2009) on Gold 
prices  

 To study the impact of pre - subprime crisis 
(2007) and post-subprime crisis (2009) on crude 
prices  

 To study the Gold price of August 2008 and 
Gold price of October 2008. 

 To study the Crude price of August 2008 and 
Crude price of October 2008 

 
Variables under study: 
 Independent Variable : US Dollar 

(Appreciation/Depreciation) 
 Dependent Variable:  Crude price and gold 

price 
 
Research Design: 
The present study is a Causal Research design. 
Causal research is also called explanatory research. It 
investigates research into cause and effect 
relationship, to determine causality, it is important to 
observe variation in the variables assumed to cause 
the change in the other variable(s), and then 
measuring the changes in the other -variable(s). 
Data Collection Method: 
The data collection method used here is the 
secondary data collection method. To analyze data 
exchange rates, oil price, gold price and balance of 
trade has been taken for 16 years. 
Data for year 2001 to 31st March 2016 
 Exchange rate (US Dollar) 
 Crude Price 
 Gold Price 
 
Sources of Data: 
The data has been collected from various websites for 
exchange rates, gold and crude price, and India’s 
balance of trade. 
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Sampling plan: 
Sample Size: The research period is of 16 years 
 
Software Packages used: 

 SPSS 16.0 Data analysis software 
 Microsoft Excel 2010 

 
Statistical test used: 
The simple regression analysis is executed. For 
comparison the two-tailed t-test is performed. For 

forecasting the exchange rates, the two days moving 
average is performed by using technical analysis. 
 
Limitations of Study: 
 There are many other global and macro factors 

besides the US dollar exchange rate which could 
affect on gold price, crude price.  

 In the research work, the exchange rate, gold 
price and crude price are taken on a yearly 
averaged base. 

 
III. DATA ANALYSIS 
 
Regression 
 Hypothesis : 1 
 
H0: There is no significant impact of USD currency fluctuation on Gold Price.  
H1: There is a significant impact of USD currency fluctuation on Gold Price. 
Model summary 

Model R 

1 .580a 

                              a. Predictor: (Constant), USD 
Interpretation: 
In the model summary, the independent variable is the US dollar, which is used as predictor. R is the value of 
correlation coefficient between predictor i.e. US dollar and the outcome, that is Gold-Price.  The R value is 
0.580, so it can be said when US dollar increases by 1, there will be an increase in Gold-Price of 0.580.  

ANOVAa 
Model Sum of Squares df Mean Square F Significance 

 
Regression 1095359.157 1 1095359.157 7.113 0.018b

Residual 2155924.569 14 153994.612  
Total 3251283.726 15   

a. Dependent Variable: Gold-Price 
b. Predictors: (Constant), USD 
 
Interpretation: 
The above analysis of variance test shows the p-value of the US dollar effect on Gold price. Here, p – value is 
0.018 which is less than 0.05 at 5% level of significance; so, the null hypothesis is rejected; thus there is a 
significant impact of US dollar currency movement on Gold-Price. 

Coefficienta 
Model Unstandardized Coefficients Standardized 

Coefficients 
t Significance 

B Std. Error Beta 

 
(Constant) 1944.073 405.753 4.791 .000
USD -48296.107 18108.672 -.580 -2.667 .018

a. Dependent Variable: Gold-Price 
 
Interpretation: 
The Coefficient table provides with the information to predict Gold-Price from US dollar currency fluctuation, 
as well as determine whether US dollar contributes statistically significantly to the model, for which values in 
the "B" column can be used to arrive at the regression equation: 
  Gold-Price = 1944.073 – 48296.107(USD) 
 
Hypothesis: 2 
H0: There is no significant impact of USD fluctuation movement on Crude Price.  
H1: There is a significant impact of USD currency fluctuation on Crude Price. 
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Model summary 

Model R 
1 .359a

   a. Predictor: (Constant), USD 
 
Interpretation:  
In the model summary, the independent variable is the US dollar, which is used as predictor. R is the value of 
correlation coefficient between predictor i.e. US dollar and the outcome, that is Gold-Price.  The R value is 
0.0.359 so it can be said when US dollar increases by 1, there will be an increase in Crude Price of 0.359.  

ANOVAa 
Model Sum of Squares df Mean Square F Significance 

1 
Regression 1737.444 1 1737.444 2.074 .172b

Residual 11727.502 14 837.679  
Total 13464.947 15    

a. Dependent Variable: CRUDE_PRICE 
b. Predictors: (Constant), USD 

 
Interpretation: 
The p-value of the predictor’s affects the criterion variable. Here, p – value is 0.172 which is more than 0.05 at 
5% level of significance.  So, we fail to reject the null hypothesis, hence there is no significant impact of US 
dollar currency movement on Crude price. 

Coefficientsa 

Model Unstandardized Coefficients Standardized 
Coefficients 

t Significance 

B Std. Error Beta 

1 
(Constant) 106.648 29.926 3.564 .003
USD -1923.487 1335.588 -.359 -1.440 .172

a. Dependent Variable: Crude price 
 
Interpretation: 
The above, Coefficients table provides with the information to predict Crude - Price from the US dollar currency 
fluctuation, as well as determines whether US dollar contributes statistically significantly to the model; for 
which the values in the "B" column can be used to arrive at the regression equation: 
Crude-Price = 106.648 – 1923.487(USD) 
 
Hypothesis: 3 
H0: There was no significant difference in the pre-crisis (2007) and post-crisis (2009) Gold Price. 
H1: There was a significant difference in the pre-crisis (2007) and post-crisis (2009) Gold Price. 
Paired Samples Statistics 
 Mean N Std. Deviation Std. Error Mean 

Pair 1 
Gold-2007 696.6625 12 59.44173 17.15935
Gold-2009 973.0625 12 86.91497 25.09019

 
Interpretation: 
In the Paired Samples Statistics, the mean for the Gold price 2007 is 696.66. The mean for the Gold price 
2009 is 973.06. The standard deviation for the Gold price 2007 is 59.44 and for the Gold price 2009 is 
86.91. The number of participants in each condition (N) is 12. 

Paired Samples Test 
 Paired Differences t df Sig. (2-tailed) 

95% Confidence 
Interval of the 

Difference 
Upper 

Pair 1 Gold-2007 – Gold-2009 -255.08860 -28.546 11 .000
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Interpretation: 
The table shows, the paired samples t-test. The Sig. (2-Tailed) value in this table is 0.000. This value is less than 
0.05 at 5% level of significance . Hence, there is significant difference between the mean of Gold price 2007 
and Gold price of 2009. So, the null hypothesis is rejected. Since, the Paired Samples Statistics shows that the 
Mean Gold price 2007 was lesser than the Mean for Gold price 2009; therefore, it can be conclude that there 
was an effect of 2008 crisis on Gold Price. 
 
Hypothesis: 4 
H0: There was no significant difference in the pre-crisis (2007) and post-crisis (2009) Crude Price. 
H1: There was a significant difference in the pre-crisis (2007) and post-crisis (2009) Crude Price. 
Paired Samples Statistics 
 Mean N Std. Deviation Std. Error Mean 

Pair 1 
Crude-2007 71.1275 12 12.03409 3.47394
Crude-2009 61.7758 12 13.00562 3.75440

 
Interpretation: 
In the Paired Samples Statistics, the mean for the crude price 2007 is 71.1275. The mean for the crude price 
2009 is 61.7758. The standard deviation for the crude price 2007 is 12.03 and for the crude price 2009 is13.01. 
The number of participants in each condition (N) is 12.                             Paired Sample Test 
 Paired Differences t df Sig. (2-

tailed) 95% Confidence 
Interval of the 
Difference 
Upper 

Pair 1 Crude-2007 –  Crude-2009 13.02609 5.602 11 .000 

 
Interpretation: 
The above table shows, the paired samples t-test. The Sig. (2-Tailed) value in this table is 0.000. This value is 
less than 0.05, at 5% level of significance, thus, there is significant difference between the mean of Crude price 
2007 and Crude price of 2009. So, null hypothesis is rejected. Since, the Paired Samples Statistics shows that 
the Mean crude price 2007 was greater than the Mean for crude price 2009; therefore, it can be concluded that 
there is a significant effect of crisis in 2008 on crude price. 
 
Hypothesis : 5 
H0: There was no significant difference in the Gold price of August 2008 and Gold price of October 2008. 
H1: There was a significant difference in the Gold price of August 2008 and Gold price of October 2008. 

Paired Samples Statistics 
 Mean N Std. Deviation Std. Error Mean 

Pair 1 
Gold-August -  839.0125 20 35.76996 7.99841
Gold-October 809.0000 20 63.24098 14.14111

 
Interpretation: 
In the Paired Samples Statistics, the mean for the Gold price August 2008 is 839.0125. The mean for Gold price 
October 2008 is 809. The standard deviation for the Gold price August 2008 is 35.77 and for the Gold price 
October 2008 is 63.24. The number of participants in each condition (N) is 20. 
Paired Samples Test 

 

Paired Differences 

t df Sig. (2-tailed) 

95% Confidence 
Interval of the 
Difference 
Upper 

http://iraj.in


International Journal of Management and Applied Science, ISSN: 2394-7926                                                    Volume-3, Issue-7, Jul.-2017 
http://iraj.in 

A Study on Currencies – Gold - Crude and Trade Balance 
 

63 

Pair 1 Gold-August –  
Gold-October 73.47921 1.445 19 .165 

 
Interpretation: 
The above shows the paired samples t-test. The Sig. (2-Tailed) value in this table is 0.165. This value is more 
than 0.05 at 5% level of significance. Thus, the null hypothesis is rejected. It can be concluded that there is no 
significant difference between the mean of Gold price of August and Gold price of October.  
 
Hypothesis : 6 
H0: There was no significant difference in the Crude price of August 2008 and Crude price of October 2008. 
H1: There was a significant difference in the Crude price of August 2008 and Crude price of October 2008. 
Paired Samples Statistics 
 Mean N Std. Deviation Std. Error Mean 

Pair 1 
Crude-August 116.2295 20 2.56890 .57442
Crude-October 78.0330 20 11.44729 2.55969

 
Interpretation: 
In the Paired Samples Statistics, the mean for the Crude price August 2008 is 116.2295. The mean for Crude 
price October 2008 is 78.0330. The standard deviation for the Crude price August 2008 is 2.57 and for the 
Crude price October 2008 is 11.45. The number of participants in each condition (N) is 20. 

Paired Samples Test 

 
Paired Differences 

t df Sig. (2-tailed) 

95% Confidence Interval of the 
Difference 
Upper 

Pair 1 Crude-August – Crude-
October 43.96585 13.857 19 .000 

 
Interpretation: 
The above table shows the paired samples t-test. The Sig. (2-Tailed) value in this table is 0.000. This value is 
less than 0.05 at 5% level of significance. It can be concluded that there is a statistically significant difference 
between the mean of Crude price in August and Crude price in October. So, the rejecting null hypothesis is 
rejected. Therefore, it can be concluded that there was an impact of 2008 crisis on Crude price in these months. 
 
IV. FINDINGS 
 
 From the analysis it is found that there is 

significant impact of US dollar movement on 
Gold price as it is influenced by 33.7%. 

 It is also found that crude oil price fluctuation 
happens due to US dollar movement since the 
crude oil is denominated in dollar. But crude oil 
price is not greatly influenced by dollar 
movement as such it is just affected by12.9%. 

 From the analysis it is found that there was 
significant difference in prices of pre-crisis 
(2007) and post-crisis (2009) crude price.  

 From the analysis it is found there was 
significant difference in pre-crisis (2007) and 
post-crisis (2009) gold price.  

 To get the more accurate effect of crisis on crude 
price, 2 tailed paired t-test is done between the 
price of crude august 2008 and October 2008. 
From this, it is found that there was a significant 

difference in the crude price that means there 
was an impact of crisis on crude price. 

 From the test conducted for the pre-crisis & post 
crisis i.e. for the month of August, 2008 and 
October, 2008 no major changes are found in 
gold price.   

 
CONCLUSION 
 
From period 2001 to March 2016 data adopted for 
analysis provided the clear picture that there is a 
significant impact of US dollar currency on gold 
price. So we can conclude that the US dollar index 
fluctuations has the opposite influence on 
international prices of gold and also inferred that 
there was an impact of subprime crisis on gold price. 
Crude price is also denominated in dollar. During the 
2008 crisis, the price of crude slumped down. So it 
can be concluded that the crisis had effect on crude 
oil price. 
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