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Abstract 

 

 Uncertainty is one of the determinants of change in gold prices. By focusing 

on the date of turning points on the gold price curve from the Gold Price website, 

I have found that when the gold price changed, it always related to some big 

events. I believe that there might be some relationship between international 

events, including politics, finance, and war, and gold price. In this study, I have 

taken the historical international events in the past semi century and studied 

their impacts on the gold price. We found that the gold price is sensitive to the 

impact of international events. Our study could be a considerable reference for 

gold investors, who want to use gold as an investment tool or hedging risk tool. 
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1. Introduction 

 

The characteristic of gold determines the important position of the gold 

market. The reason why the gold market has become an indispensable part of 

the financial market lies in the special nature and function of gold. As a special 

commodity in the world, gold has both commodity and currency properties. As 

a general commodity, it can meet the needs of industry and commerce. As a 

stable monetary metal, it is the best storage and preservation of the object. As 

the world's currency, it is the most effective international reserve recognized by 

governments and central banks. As a means of payment, it can be used as a 

means of international purchase, as well as an international means of payment 

and international transfer of wealth. There is no doubt about gold's place in 

history 

 

In the financial market, gold is always the tool for investment and hedging 

risk. The stability in the price of gold is meaningful to the financial market. 

However, in the history of the gold market, it’s easy to find that gold always gose 

through big changes at some points in time. As I know, the main feature of the 

US in the early 1980s was high inflation. The most extreme state was that CPI 

exceeded 10% for more than one year in a row. The price of gold has become 

a hedge against inflation, hitting an all-time high of $850. Then, European 

countries faced some serious fiscal problems. In 1990, the bank of England 
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auctioned gold five times in a row, and the amount of gold in the market 

plummeted to $251.95. Since the financial tsunami of 2008, when capital 

markets were in a mess, gold has become the last safe haven for wealth, hitting 

an all-time high of $1,921. These are examples of dramatic changes in the price 

of gold, which brings large impacts on the financial market.  

 

Throughout history, gold has been regarded as a safe haven for wealth. No 

other material in the world can match it. There are many factors affecting the 

price of gold, which is related to economic growth, inflation, policy, risk events, 

and other factors. We can find that the change in gold prices is often 

accompanied by significant historical events. Therefore, I hypothesize that the 

gold price is sensitive to the impact of international events. With the happening 

of international events, the price of gold can always make changes to face what 

is happening. In this paper, I have taken some historical international events 

from the period between 1968 and 2018, which involves politics, finance, and 

so on. These are historical events that I suspect will have impacts on the price 

of gold and are close to the timing of the price turning point of gold price curve 

from the Gold Price website. I will focus on studying the impacts of these 

historical international events on the world gold market and testing their impacts 

on the mean and volatility of real gold prices. 

 

Therefore, the object of this paper is to verify that if the gold price is sensitive 
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to the impacts of international events. If I can verify the hypothesis, we can 

analyze where the gold price is going with the happen of international events. 

This could be a considerable reference for gold investors. Furthermore, we can 

also infer something big happen with the big change in gold price. 

 

2. Literature Review 

  

In 2018, Williams analyzed the gold price this year. It’s a meaningful year for 

physical gold and gold investors. Gold successfully rebuilding its position in the 

bull market and attracted more investors to focus on the physical metal. By 

analyzing the trend of the gold price, Williams (2018) concluded the 7 most 

common factors which may influence the gold price. Williams (2018) believed 

that monetary politics had the largest impact on the gold price. Besides, 

economic data, the relationship between supply and demand, inflation, 

currency movements and electronic-traded funds all would take an effect on the 

gold price. Lastly, uncertainty, the broad factor, can also influence the gold price, 

which is also our main study objective. 

 

 Amadeo (2019) updated an article on The Balance website. Amadeo 

thought that gold price indicated the true state of the U.S. economic health. 

There’s a negative relationship between the gold price and economy because 

people invest in gold as a hedge or a direct investment to protect from inflation 
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or economic crisis. After Amadeo (2019) analyzed some examples, he found 

that the expectation of commodities traders had large impacts on today’s gold 

price. 

 

 Manhattan Gold & Silver is an industry leader with more than 30 years’ 

experience on metal pricing and refining. Oistacher (2016), a member of 

Manhattan, believed that the reasons for gold price fluctuation were complex. 

Many events and attitudes can factor into it. Oistacher (2016) concluded the 

biggest events in 2016, which affected the gold price. Oistacher (2016) 

mentioned that the US Presidential Elections, Brexit and Currency Values 

would have long and continues impacts on the gold price. 

 

 In 2016, Dey did a similar study about the historical events and gold price. 

Dey (2016) used the baseline model and took 30 historical events ranging from 

the year 1971 to 2014 to do the quantitative analysis about their impacts on the 

gold price. The result shows that gold prices react quickly to world events. The 

worldwide events have a significant impact on the conditional mean and 

volatility of the gold price. Dey (2016) finally concluded that the U.S. economy 

and the current dollar-based monetary system remain the main drivers of real 

gold prices. 

 

 Bampinas and Panagiotidis (2015), from a two-century perspective, 
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examine the gold and silver’s long-run hedging ability against CPI, consumer 

price index. The data was collected from the year 1791 to 2010, which shows 

that in the long run, gold can at least fully hedge headline, expectation and core 

CPI. The price of gold corresponds quite closely to the overall price level 

(wholesale price) in the United States. 

 

 Wang, Gao, Sui, and Zhao (2019) examined the relationship between fed 

monetary policy and gold futures prices in the context of emerging markets. 

Wang (2019) used the time series data set of fed rate and gold futures price of 

TOCOM (Tokyo mercantile exchange) from the year 1983 to 2018 to study the 

impact of fed policy changes on gold futures price in Japan. Through empirical 

and theoretical analysis, it reflects that in the short term, the fed rate increase 

will reduce the price of gold futures. It will bring negative news to the market. 

 

 Batten, Ciner, and Lucey (2014) did a study about the economic 

determinants between inflation and gold prices. Focusing on the long-term 

dynamics between inflation and gold prices, Batten (2014) studied the 

relationship between gold and CPI in data after 1985. The result is that there is 

a statistically significant negative correlation between the change in gold's 

inflation rate and the dollar value over the same period. This could be evidence 

that gold is an alternative to paper money and the sensitivity of gold to inflation 

is related to the changes in interest rates. The discovery highlights the monetary 
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nature of gold as a commodity. 

 

 Singhal, Choudhary, and Biswal (2019) studied the financial markets in 

Mexico. Mexico is a major exporter of oil and gold and a major importer of 

petroleum products. Singhal, Choudhary, and Biswal (2019) used the ARDL 

Bound testing Cointegration approach to analyze the dynamic relationship 

among gold price, petroleum prices, exchange rates, and stock market indexes. 

The result related to this study is that gold prices have a positive impact on 

stock prices and little impact on the exchange rate in Mexico. It means that the 

gold price is related to the financial market. 

 

 According to the study “Can Gold Hedge and Preserve Value when The US 

Dollar Depreciates” made by Reboredo and Rivera-Castro in 2014, gold could 

be the hedging instrument against the U.S. dollar depreciates. There is a 

negative correlation between the gold price and the dollar. To achieve risk 

diversification return, it’s doable to use gold as the hedging instrument. This 

result is meaningful to risk management and hedging strategies.  

 

 In 2011, Joy discussed the function of gold in the study “Gold and the US 

Dollar: Hedge or Haven?”. Joy (2011) used the dynamic conditional correlation 

model covering 23 years’ data of gold price and U.S. dollar to keep doing the 

study. The result is that gold has performed as both a hedge and a haven 
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against the U.S. dollar. The conditional correlation between changes in the 

dollar exchange rate and changes in the gold price is roughly negative. In recent 

years, gold plays the function as a hedge against the depreciation of the U.S. 

dollar more and more. 

 

3. research design 

 

In this paper, the data of gold price is the gold fixing price based in US dollars 

at 10:30 A.M. (London time) in London Bullion Market. The period of data is 

between 1971 and 2015. Most historical events I choose are related to the US. 

I also included some international events, such as Great Britain voted to leave 

European Union in 2012, which I think has the significant and important impacts 

on the gold price change.  

  

In this research, the method of Inductive inference will be used. The 

historical events will be divided into 3 aspects, economic, politics and war, to 

analyze which has sensitive impacts on the gold price change and find is more 

sensitive. The price changes in dollar and in percentage will be the index in this 

research. I will analyze the impacts of each events on the economic 

environment and then expand the impacts to the gold price change. Because 

based on others’ research, which are mentioned in the literature review, gold 

price change are always related to the economic environment. After that, I will 
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gather the data and put all events with same types together to do the analysis. 

By calculating the average of gold prices change in dollar and in percentage to 

see if this type of events has sensitive impacts on gold price change. I will also 

calculate the variance and standard deviation to see the distribution and if the 

data is valid. Finally, doing the inductive inference to get the conclusion, 

  

4. Data and basic information  

 

The data of gold price change is from London Bullion Market. The website is 

http://www.lbma.org.uk/precious-metal-prices. 

 

The graph about the Logarithm of Real Gold Price: 1971 – 2015 

 

 

Historical events and period 

1 Suspension of dollar’s convertibility into gold, 1971 

http://www.lbma.org.uk/precious-metal-prices
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2 The Smithsonian Agreement, 1971 –1973 

3 End of the Bretton Woods fixed exchange rate system, 1973 onwards 

4 Private ownership of gold of all forms legal in the US, 1974 onwards 

5 Gold futures trading begins in the US, 1975 onwards 

6 IMF gold sales program, 1976 –1980 

7 Iranian hostage crises, 1979 –1981 

8 US Gold Commission rejects a return to a gold standard, 1982 

9 Establishment of World Gold Council, 1987 onwards 

10 Black Monday stock market crash, 1987 

11 Gulf War, 1990 –1991 

12 Dissolution of the USSR, 1991 

13 Passage of Taxpayers Relief Act by US Congress, 1997 onwards 

14 The introduction of Euro, 1999 onwards 

15 Central Bank Gold Agreements, 1999 onwards 

16 September 11th Terrorist Attack, 2001 

17 War in Afghanistan, 2001 

18 Shanghai Gold Exchange begins operation, 2002 onwards 

19 Iraq War, 2003 

20 US occupation of Iraq, 2003 –2011 

21 Launch of SPDR Gold Trust ETF, 2004 onwards 

22 Iran nuclear crisis, 2006 

23 The Great Recession, 2007 –2009 
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24 QE1, 2008 –2010 

25 IMF gold sales, 2010 

26 Central banks become net purchasers of gold, 2010 –2015 

27 QE2, 2010 – 2011 

28 S&P’s lowering of long-term US credit rating, 2011 onwards 

29 Operation Twist, 2011 –2012 

30 QE3, 2012 –2014 

 

5. Analysis and Findings 

 

The results are analyzed from three aspects, such as economic, politics 

and war.  

 

 Economic events may have the closest connection to the gold price change, 

because gold price change is always related to the change of economic 

environment. On August 15, 1971, President Richard M. Nixon announced the 

suspension of dollar’s convertibility into gold, which end for the Bretton Woods 

system of fixed exchange rates established at the end of World War II. The gold 

price changed from $42.42 per ounce to $43.45 per ounce in four months only. 

After that the Smithsonian Agreement was come up, announced in December 

1971, created a new dollar standard, whereby the currencies of a number of 

industrialized nations were pegged to the US dollar. The gold price changed 
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from $45.62 per ounce to 63.78 per ounce. These two are examples of 

economic events. I put all economic events together and formed the chart 1, 

which was showed in appendix. From the period of these events, I found that 

some periods of events are crossed, which I thought they have the combined 

impacts on gold price change. Because the gap of average year price change 

in dollar are too large, I choose the average year price change in percentage 

as the reference data. After calculating the average of absolute value, I got the 

final average result is 20.42%. Among these economic events, only 3 events 

has little impacts on gold price change, whose average gold price change in 

percentage are less than 2%, and 2 have large impacts, whose average gold 

price change in percentage are more than 50%. Base on this data, I inferenced 

that the economic events has sensitive impact on gold price change. 

 

 Political events are the second aspects. Investors always use gold as a 

risk-hedging tool. For example, on 2016, Great Britain voted to leave the 

European Union. Investors bought gold as a hedge against a declining of euro 

value. Prices rose from $1,254.96 per ounce to $1,347.12 per ounce in 6 hours 

only. I also put all political events together and formed the chart 2, showed in 

appendix. Because the lack of data, the inductive inference of political events 

may not be accurate. The difference of the impact of each event is large. The 

result of political events is not significant. Nonetheless, based on the data in 

hand, political events also have the impacts on gold price change, which is not 
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as large as economic events’. 

  

The chart 3, showed in appendix, are the collection impacts of war events. 

Expect the event 1, rest events all have the positive impact on the gold price 

change. Gold's function as a hedge against risk has been further amplified. The 

inductive inference is that the gold price change are sensitive to the war events. 

 

 Compare the average gold price change in percentage of these 3 aspects, 

I concluded that economic events have the most sensitive impacts on gold price 

change, followed by war events and political events. 

 

6. Limitations and contributions 

 

Limitations 

 

There are still some limitations to this research. First, the choice of historical 

international events is incomplete. Some historical international events, which 

could also take some effects on the gold price, are not included in this study. 

The reasons are that the number of historical international events is too much 

to record and analyze all of them and the impacts of some historical 

international events are not prominent. Therefore, in this paper, I only chose 

some historical international events which were always mentioned in some 
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financial article and financial website.  

 

Second, some data in the past semi century is not accurate. Because of 

the time, some data may exist some problems like losing and error. The 

accuracy of some data may be questionable. But in general, most data are 

suitable and accurate in the model, the answer and result are still worth trusting.  

 

Third, the building of the model is based on the limited knowledge of myself. 

The models focus on testing the effects of international events on the 

conditional mean of real gold price and the variance of real gold price. To a 

certain degree, these two could indicate the changes in gold prices. However, 

there is still some defect. The reader of this paper should know about that when 

deciding using the information and result from this paper. 

 

Contributes 

 

In this study, the result verifies my hypothesis successfully. The price of 

gold is sensitive to the impacts of international events. From the type of 

historical events I used in the model, I concluded some factors which will 

influence the gold price. 

 

First, Gold and the dollar were negatively correlated for most of the year. 
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Dollars and gold are both important reserve assets of central Banks of some 

major countries. The strength of the dollar index has helped weaken gold's role 

as a reserve asset and store of value. On the contrary, if the dollar index got 

weaken, the value of gold will increase. What’s more, is that the world gold 

market is generally priced in us dollars, so the depreciation of US dollar is bound 

to lead to a rise in the price of gold. 

 

 Second, war and political unrest could be a factor of gold price changes. 

Gold is an internationally recognized medium of exchange. During the war and 

political unrest period, economic development is limited, and the currency may 

be devalued. People will buy gold which causes the rise in gold price. One thing 

to note is that investors should not mechanically use the war factor to predict 

the price of gold, but also consider other factors. 

 

 Third, the global financial crisis is one of the factors of the changes in gold 

prices. Gold is a haven for capital. When the financial system is stable, 

investors' confidence in gold will be greatly reduced. The gold price will fall as 

a result of selling gold. When there is instability in the financial system, 

especially in the financial crisis with a larger impact and a wider scope, there 

will be a large number of runs on banks’ runs or bankruptcy, gold demand will 

increase, and the gold prices will rise. 
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 The fourth factor of gold price change is inflation. Because gold has a 

relative preservation function, When prices are stable, the purchasing power of 

money is more stable. On the contrary, the higher the inflation rate is, the 

weaker the purchasing power of money is. At that time, he greater the demand 

for gold is as a store of value, the higher the gold price is. 

 

 As conclusion, the contribution of this study is that it could be a reference 

to gold price prediction. We can analyze where the gold price is going with the 

happen of international events. This could be a considerable reference for gold 

investors. Furthermore, we can also infer something big happen with the big 

change in gold price. 
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8. Appendix  

 

Chart 1 

 

 

Chart 2 

Chart 1
Case number Event name Period Previous price Price after

events
Average year price
change in dollar

Average year price
change in
percentage

1 Suspension of dollar’s
convertibility into gold

1971 42.72 43.45 0.73 1.71%

2  The Smithsonian
Agreement

1971-1973 45.62 63.78 6.05 13.27%

3 End of the Bretton
Woods fixed exchange
rate system

1973 onwards 65.13 106.24 41.11 63.12%

4 Gold futures trading
begins in the US

1975 onwards 176.86 139.28 -37.58 -21.25%

5 IMF gold sales program 1976 –1980 131.7 596.71 93.00 70.62%
6 US Gold Commission

rejects a return to a
gold standard

1982 384.16 444.78 60.62 15.78%

7 Establishment of World
Gold Council

1987 onwards 408.52 487.08 78.56 19.23%

8 Black Monday stock
market crash

1987 408.52 487.08 78.56 19.23%

9 Central Bank Gold
Agreements

1999 onwards 287.33 283.74 -3.59 -1.25%

10 Shanghai Gold
Exchange begins
operation

2002 onwards 281.76 333.3 51.54 18.29%

11 Launch of SPDR Gold
Trust ETF

2004 onwards 414.5 442.97 28.47 6.87%

12 The Great Recession 2007-2009 630.35 1135.01 168.22 26.69%
13 QE1 2008 –2010 887.78 1393.91 168.71 19.00%
14 IMF gold sales 2010 1119.58 1393.91 274.33 24.50%
15 Central banks become

net purchasers of gold
2010 –2015 1119.58 1068.32 -8.54 -0.76%

16 QE2 2010 – 2011 1119.58 1652.73 266.58 23.81%
17 S&P’s lowering of

long-term US credit
rating

2011 onwards 1360.48 1652.73 292.25 21.48%

18 Operation Twist 2011 –2012 1360.48 1687.34 163.43 12.01%
19 QE3 2012 –2014 1656.1 1200.44 -151.89 -9.17%

average 20.42%
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Chart 3 

 

 

Chart 2
Case

number
Event name Period

Previous
price

Price after
events

Average year price
change in dollar

Average year
price change in

1
Private ownership of
gold of all forms legal in
the US

 1974
onwards

129.03 183.68 54.65 42.35%

2 Dissolution of the USSR 1991 384.59 361.88 -22.71 -5.90%

3
Passage of Taxpayers
Relief Act by US
Congress

1997
onwards

355.13 288.78 -66.35 -18.68%

4 The introduction of Euro 1999 287.33 283.74 -3.59 -1.25%

5
Great Brirain voted to
leave European Union

2016 1095.66 1152.17 56.51 5.16%

average 14.67%

Chart 3
Case

number
Event name Period Previous price Price after events Average year price

change in dollar
Average year price

change in
1 Gulf War 1990 –1991 410.12 378.16 -15.98 -3.90%
2 Iranian hostage crises 1979 –1981 226.99 410.1 61.04 26.89%

3 September 11th
Terrorist Attack

2001 265.93 275.99 10.06 3.78%

4 War in Afghanistan 2001 265.93 275.99 10.06 3.78%
5 Iraq War 2003 356.86 407.67 50.81 14.24%

6 US occupation of Iraq 2003 –2011 356.86 1652.73 143.99 40.35%
7 Iran nuclear crisis 2006 549.43 629.51 80.08 14.58%

average 15.36%


