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Abstract

This paper investigates the relationship between international gold spot prices and
Taiwanese gold futures premium. Time series methods including unit root, cointegration,
VECM, and Granger causality test are applied. This paper finds that series of international
gold spot prices and Taiwanese gold futures premium are nonstationary. The two variables are
cointegrated and thus have statistically significant long run relationship. In the short run
interdependence, the Taiwanese gold futures premium which is traded by Taiwanese dollar
interacts synchronically with spot prices of London and New York gold markets but leads the
one in Hong Kong market. On the contrary, the Taiwanese gold futures premium which is
traded by US dollar is generally led by international gold spot prices. This study seeks to
provide valuable empirical findings of to investors, who can then extend their knowledge and

have better use of the gold derivative product.
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