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Abstract 

This study examines the relationship of exchange rate and gold price in Malaysia. The 

autoregressive distributed lag (ARDL) approach shows that there is long-run 

relationship between exchange rate and its determinants, includes gold price. An 

increase in gold price will lead to a depreciation of the US dollar. There is a negative 

relationship between exchange rate and gold price. Gold price is found to have a 

significant impact on exchange rate in the short run. The generalized forecast error 

variance decompositions demonstrate that changes of gold price influence the forecast 

error variance of changes of exchange rate. There is a link between the gold market 

and the exchange rate market. 


