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Abstract 

Gold, on the one hand protects the purchasing power on the other hand the price of it is easily affected 

from economic and political instability. The aim of this study is to test whether there is a relationship 

between consumer confidence index and golden prices. Using the monthly time series in 2004:01-

2009:10; all Johansen Co-integration Test and Granger Causality Test, long-term relation between 

consumer confidence index and gold prices are examined. Also, according to the empirical findings, 

there is bi-directional causality relationship between variables. 

Keywords: Golden prices, Consumer confidence index, Co-integration test, Causality. 

Tüketici Güveninin Altın Fiyatlarına Etkisi 

Özet 

Altın, bir yandan satın alma gücünü koruyan güvenilir bir yatırım aracı olması diğer yandan, fiyatının 

ekonomik ve politik istikrarsızlıklardan kolayca etkilenmesi nedeniyle önem taşımaktadır. Bu 

çalışmanın amacı, tüketici güven endeksi ile altın fiyatları arasında bir ilişkinin olup olmadığını test 

etmektir. Johansen Eşbütünleşme testi ve Granger Nedensellik testinden yararlanarak 2004:01–

2009:10 dönemi aylık verilerin kullanıldığı çalışmada, tüketici güveni ile altın fiyatları arasında uzun 

dönemli bir ilişki olduğu sonucuna varılmaktadır. Ayrıca, elde edilen ampirik bulgulara göre, 

değişkenler arasında çift yönlü nedensellik ilişkisi bulunmaktadır. 

Anahtar Kelimeler: Altın fiyatları, Tüketici güven endeksi, Eşbütünleşme, Nedensellik. 
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Introduction 

Consumers always applied on precious metals to secure their assets, to get protected from the 

risks and as jewel for years. Buying gold was not limited with only a desire of profit and 

jewel, at the same time it took a protective element of keeping wealth with it self. Gold is 

calling economic unit’s attention day by day because of keeping its purchasing power in each 

term, being accepted as a tool of keeping wealth in the entire world and being evaluated as the 

source that it would be applied during the economic and political instability. Individual’s 

vision of gold that it’s a component of trust because of the psychological reasons and that 

situation’s always being decisive about the structure of gold demand caused individuals to see 

the gold as a safe shelter during the time that economic situations gone bad. The crises which 

are resulted by the structure of capitalist system and the desire of the consumers being 

protected from these crises kept the demand of the gold alive late years. 

 In our study that we inspect the relationship between consumer confidence and gold prices 

firstly consumer confidence and than the factors influencing gold prices tried to be explained. 

In applied part of the article, relation between variables is examined using Johansen Co-

integration Test and Granger Causality Test. 

1. Consumer Confidence 

The concept of confidence is an economical subject in literature which is based since 90’s and 

defended as the major factor. Fukuyama defines the confidence as expectation of reliability 

and cooperative behaviors of the others those affects   all social associations including private 

ones and consequently the economical performance of a country. Especially in recent years 

developments in the field of behavioral economy which is defending that the economic 

activities of individuals should be paid attention with only economic variables but also 

sociological and psychological factors shows that the effect of the  trust should be searched 

firstly in the economical studies . Individuals in high reliable societies need less the sources 

with protective qualifications which can protect the individuals against the behaviors of 

profiting by them in economical relations .This situation causes to reduce the cost of 

transaction, avoids wastes and provides economic efficiency. The consumer confidence is 

often associated with the economic developments and used to estimate economic sizes. 

Batchelor and Dua (1998) introduce as useful that to monitor of consumer confidence forecast 

in the period of recession, Acemoglu and Scott (1994) introduce relation between consumer 
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confidence and income in next periods of time. Korczynski is defending that economic 

behaviors and being determined by power, market and trust and consumers trust is established 

on the believe of that sides will not take advantage of the weak point on the others . Consumer 

confidence index enables to count the consumer confidence and counts the opinions of the 

consumers about the economy’s situation and the expectations about the future. Consumer 

tendency survey which develop source for consumer confidence index aims to state  general  

economical case in order to evaluate consumer's expectations and expenditures, possibilities 

of finding a job, developments in markets and getting know expectations and tendencies 

towards individual financial condition, monthly consumer  tendencies relating to expenditures 

which are being planned to make near . Consumer confidence index is being figured by the 

balance method. Equilibrium is calculated by taking the balance between the percentages of 

positive and negative co responders in total correspondences and by pulsing to this balance 

one hundred is formed a separate diffusion index for each question. General index is 

calculated by taking arithmetic means of diffusion indices of the questions included in 

consumer confidence index. Index value is between 0-200. Neutral value of the index is 100. 

If index is over 100 consumers would feel optimistic about the economy and if it’s under 100 

consumers would feel pessimistic about the economies course. Consumer behavior in an 

economy is really important for the decision makers and who are interested the economies 

future predictions .Consumer confidence optimism may raise the desire to spend large and 

tend into debt and consumer confidence pessimism may cause the consumers to cut their 

spending and to check out their economic conditions. 

2. Composition of the Gold Price and the Factors Affecting Gold 

Prices 

Prices in the long term in gold market are determined by the factors which are affecting 

supply and demand as for in the short term demand of the gold is decisive because of the 

physical constraints that are blocking gold producing capacity and gold supply being not 

flexible. Gold supply which is inflexible to the price changes only effected in the long term 

from the price changes in the world economies .The purchasing and the selling price of the 

gold is parallel fixed to the developments in the national and international markets, Istanbul 

gold Market and the international market prices, the difference in the exchange rates and may 

change in the day. 
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Total gold supply is figured by the production in the mine in the limited number of countries, 

gold produced by previously used wastes, gold sales of the central banks and the official 

authorities and the term sales by the gold company’s for being protected from the uncertainty 

of future prices (Bordo and Schwartz, 1994, 27). 

One of the   major functions of gold in today’s finance world is being an important reserve 

vehicle. Gold which is not in obligation of any country on a foundation became the most 

trustable existence during the history. Especially, Bretton Woods system developed gold’s 

function of being reserve vehicle. Gold which was accepted by nearly all the civilizations in 

human history has its own demand conditions because of being a good and a financial being 

today.  

The use of gold area is extremely wide even though it’s limited production volume. Gold 

demand consists of the demand oriented the industry, saving and appropriation and saving 

deposits of Central Banks. Besides this we can say term purchases in order to protect against 

possible price changes that may arise in the future and gold purchases for speculative 

purposes creates gold demand. 

The gold demand for investment usually raises in the situation of decreased interest in the 

event of investment tools. In the terms the real interest rates provide negative income, decline 

in stock price indexes and the decrease in the interest in securities market the inactive funds 

are bending to the gold .As for in the terms alternative investment tools provide high income 

and the days securities market is moving the interest of the investors to the gold is decreased. 

Gold was chosen as a more profitable investment tool because of being less profitable against 

other investment tools in the short term but being more stable and profitable in the long term. 

In addition, it’s accepted all over the world. Even in the worst economies the only investment 

tool keeps on investment functions is gold. Gold’s most important function is its purchasing 

and selling price is same all over the world. In other words, it has an absolute value. It’s 

convertible all around the world. Developments in financial markets, inflation expectations, 

and returns of alternative investment instruments, silver and oil prices, political and economic 

conditions, micro-market structure, speculative movements, seasonal effects and processors 

psychology are the factors that are effective on the gold prices. 

There is a tight relationship between the trust and the gold prices. Confidence and stability in 

the economic environment, reduces the gold demand and bends the resources to financial 



 

894 

 

institutions and other monetary assets. By the social and political stability in the country, 

banking system to be able to guarantee, the development of capital markets, closing the 

budget deficit, to increase interest rates, fiscal policies and public expenditures to be cut   

reduction in inflationary expectations the savings are canalized to the other investment tools 

instead of gold. The reduction in the demand of gold reduces the golds market price. The 

environment of confidence reduces the demand of gold the prices, the environment of 

insecurity effects in the opposite way. The insecurity to the government, public and financial 

foundations and to the national Money increases the price and the demand of the gold. 

3. Literature 

The research in literature is about to explain the relationship between gold prices and inflation 

and the expectation of gold price inflation. The effect of consumer confidence to the gold 

prices is accepted as shortage in literature. In this way this subject worth to study about it. 

Moore (1990) reached the result in his study in which he searched about the relation between 

producer price index and gold prices between the years 1970-1988 that inflation pointers has a 

relation with gold prices and gold prices are good forecasters of inflation. 

Ratner (1992), in the assay that he had examined potential income of gold investment in 

1973-1988, had come to the conclusion that the gold was a weak hedge against inflation in 

1973-1979, beyond those years there was no hedge of gold against inflation , investors 

minimized  the impact of inflation and devaluation by preferring foreign exchanges instead of 

the gold. 

Mahdavi and Zhou (1997) reached the result in their study in which they searched about the 

relation between gold prices and consumer prices index between the years 1970 – 1994 that 

gold prices are not good pointers to fix the inflation. 

Lawrance (2003) reached the result in his study in which he searched about the relation 

between producer price index and the gold prices between the years 1975 -2001 there is no 

significant relation between produces price index and the gold prices. 

Tully and Lucey (2006) reached the result in their study which they studied about the 

valuables that are affecting the value of cash money and gold’s price between the years 1983-

2003 the dollar is the most effective macro economic valuable that affects golds price. 
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Aggarwal and Lucey (2006) found that the years between 1983-2003 psychological effects 

had a role about determining daily gold prices and gold prices raises because of pessimistic 

situations and conditions. 

Bloose (2008) concludes those there would be a cost of trading the gold in the case of 

investing the gold by utilizing the hypothesis of predictable inflation and trading costs and in 

a period of being high interest ratios in according to the hypothesis of trading cost and that 

causes to make balance on speculative benefit in inflationist period in the study of analyzing 

the level of effect on gold price made by. 

Staastad (2008) reached out in his research which he searched about the relation between the 

gold prices and exchange rates that Euro and Yen sag against Dollar would affect gold prices, 

the countries like Austria, South Africa and Russia which are big producers of gold do not 

have an important effect of fixing the gold prices. 

Ozturk & Acikalin (2008) It has been stated (determined) that there is a long term relationship 

between gold prices, CPI(consumer price index) and TL/USD currency depending on January 

1995 and November 2006 records for gold prices, CPI(consumer price index) and TL/USD 

currency. Additionally, this research has proved that if gold is in a risky position in the 

market, it can be hedged over TL. 

4. Data, Methodology And Empirical Results 

In this part of the study, the relationship between consumer confidence index and golden 

prices in Turkey will be examined by using econometric estimation methods. Consumer 

confidence index (CCI) and gold prices (GP) for the period from 2004:01 to 2009:10 were 

gathered from the Central Bank of the Republic of Turkey (CBRT) electronic data delivery 

system (EDDS).  We used EViews 6.1 to analysis the data. Our analysis consists of three 

steps. The first step is checking stationarity of the series, the second step is testing for co-

integration and the third step is testing for causality. Below we give in Figure 1 the time series 

representation of the variables used in this paper. 
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Figure 1: Time Series Used In the Paper 
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The first step of the study is whether the series are stationary or not. In a model, for a correct 

evaluation, time series should be separated from all effects and the series should be stationary. 

Granger and Newbold (1974: 111-120) indicate the occurrence of the spurious regression 

problem in the case of using non-stationary time series causing unreliable correlations within 

the regression analysis. We first performed seasonal adjustment using the Census X12 method 

of the times series. Several unit root tests exist to check for stationarity of the series. We apply 

the Augmented Dickey-Fuller (ADF) test (Dickey and Fuller, 1979: 427-431) to examine the 

stationarity characteristics of the series.  

ADF is a regress test using each series own lagged terms with big differences. Many 

econometric programs satisfy ADF test statistics. If calculated t-value of variable is greater 

than ADF critical t-value then H0 is rejected and thus the data is stationary. In addition, 

computer programs give the McKinnon critical values simultaneously that helps us to 

understand whether series are stationary or not at a 1%, 5%, 10% levels. It can be decided by 

comparing these values with ADF test statistics whether series are stationary or not. If ADF 

test statistic is greater than McKinnon critical values absolutely, the series are stationary at 

that level. Table 1 reports the ADF unit-root test results below: 
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Table 1: Augmented Dickey-Fuller (ADF) Unit-Root Test Results 

Variables t-Statistic Prob. Lag Form 

CCI -1,848 0,67 0 Constant, Linear Trend 

GP -2,9039 0,16 1 Constant, Linear Trend 

∆CCI -6,5344 0,00 1 Constant, Linear Trend 

∆GP -6,2486 0,00 0 Constant, Linear Trend 

*  ∆ is first difference of series. Lag length for the ADF tests are selected by looking at the Akaike   

Information Criteria (AIC) and maximum lag is taken as 10. McKinnon critical values %1 (-4,09),     

%5 (-3,476), %10 (-3,166). 

The results presented in Table 1 suggest, at 1% significance level, that the null hypothesis of a 

unit root is accepted when the series are in levels, but it is rejected when they are in first 

differences. According to the ADF results, it is concluded that the series are I(1). So it is 

possible to make a co-integration analysis between them. Johansen (1988) and Johansen and 

Juselius (1990) have developed a maximum likelihood testing procedure on the number of co 

integrating vectors which also include testing procedures for linear restrictions on the co 

integrating parameters, for any set of variables. To test for co-integration, we apply the 

Johansen-Juselius (1990) methodology. 

The Johansen-Juselius, (JJ), procedure utilizes two test statistics to determine the number of 

cointegrating vectors. These are trace and maximum eigenvalue test statistics. Utilizing the 

λtrace = T Σj=r+1,n ln(1-λj) equation, the trace test statistic, for the null, hypothesizes that 

there are at most r number of cointegrating vectors. In the equation T represents the number of 

observations, and λjs shows the estimated values of the characteristic roots, in assuming that 

the series are I(1). Using the λmax = -T ln(1-λr+1) relationship, the maximum eigenvalue test 

statistic constructs the null hypothesis as at most r cointegrating vectors, and the alternative 

hypothesis as r+1 cointegrating vectors. 

While determining long-term relationship between variables with Johansen co-integration 

test, established VAR numbers of lag is very important. While determining number of lag, 

LR(Likelihood Ratio), FPE(Final Prediction Error), AIC(Akaike Information Criterion), SC 

(Schwarz Information Criterion) and H-Q(Hannan-Quin Information Criterion) can be used. 

Table 2 reports the results of Lag Order Selection Criteria for VAR Model. In this study, we 

consider the lag order 7 of AIC statistics for our specification.   
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Table-2: Lag Order Selection Criteria for VAR Model 

Lag LR FPE AIC SC HQ 

0 NA 121333.1 17.38204 17.45185 17.40935 

1 288.7660 874.5583 12.44931 12.65874* 12.53123* 

2 9.880707 835.4839 12.40299 12.75205 12.53953 

3 3.407087 896.4295 12.47204 12.96072 12.66319 

4 6.020820 912.4421 12.48732 13.11562 12.73308 

5 2.460948 995.3144 12.57043 13.33835 12.87081 

6 4.950819 1029.292 12.59842 13.50597 12.95342 

7 22.70735* 715.5463* 12.22715* 13.27432 12.63676 

8 5.341360 729.5209 12.23626 13.42306 12.70049 

9 4.442889 757.9109 12.26124 13.58765 12.78007 

10 2.715411 821.3616 12.32494 13.79098 12.89839 

Table 3 reports the results of Johansen-Juselius co-integration tests for the series. In table  

results of trace, (λtrace), and maximal eigenvalue, (λmax), test statistics are presented. The 

results indicate that there is exactly one cointegrating vector in the model. This suggests the 

existence of a long-run relationship between consumer confidence index and golden prices. 

Models are generally stable and residuals are not auto correlated. 

Table-3: Johansen-Juselius Co-integration Tests 

Unrestricted Cointegration Rank Test (Trace)  

Hypothesized  Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob. 

r=0  0.231496  16.85991  15.49471  0.0310 

r≤1  0.008587  0.534683  3.841466  0.4646 

Unrestricted Cointegration Rank Test (Maximum Eigenvalue) 

Hypothesized  Max-Eigen 0.05  

No. Of CE(s) Eigenvalue Statistic Critical Value Prob. 

r=0  0.231496  16.32522  14.26460  0.0233 

r≤1  0.008587  0.534683  3.841466  0.4646 

Normalized cointegrating coefficients (standard error in parentheses) 

GUVEN DP    

 1.000000  6.389911 (0.59797)   
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If there is a lagged relationship between two variables, one of the tests, which are applied to 

determine the direction of relation in terms of statistical, is Granger Causality test. Granger 

Causality test also gives information about the short-term relationship between the variables. 

If there is no co-integration between the variables, it can be continued with Granger Causality 

Test without including error correction terms. If there is a co-integration between the 

variables, Granger Causality Test will be failed and it will be certainly necessary to be 

included error correction term into the models. 

Table-4: Results of Granger Causality Test 

Null Hypothesis Lag F-statistics Probabilities 

CCI does not Granger Cause GP                   6 16,6712 0,01 

GP does not Granger Cause CCI                   6 11,2689 0,08 

 

According to results Granger causality test based on VECM null hypotheses are rejected. 

Therefore, there is evidence of short-run causality between consumer confidence index and 

golden prices.  

Conclusion 

In this study we analyzed the relationship between consumer confidence index and golden 

prices in Turkey using the monthly time series in 2004:01-2009:10; all Johansen Co-

integration Test and Granger Causality Test. Co-integration analysis shows that the variables 

are co-integrated in the long-term. There is strong bidirectional Granger causality between 

consumer confidence index and golden prices. 
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