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Background of the Study
 India has long been one of the largest consumers of gold globally,
accounting for 20% of the world's demand as of 2022 (World Gold Council
(WGC), 2023).

 South India alone contributing 40% to the country's consumption of gold
jewellery (WGC, 2023).

 The vast bulk of India's gold demand is satisfied through imports, making
gold the second-largest imported good after petroleum products
(Mukherjee et al., 2017).

 Import of gold has raised concerns among policymakers due to its impact
on the current account deficit (CAD) (Immanuvel and Lazar, 2021)
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• In 2012-13, merchandise trade 
deficit (MTD) reached $192.86 
billion (CAD was 4.8% of GDP) 
and gold import was $53.82 
billion.

• Govt. introduced effective 
policies to minimize the deficit. 

• In 2013-14, MTD reduced to 
$150.54 billion (CAD to 2.64% of 
GDP) and gold import reduced to 
$28.70 billion. 

• Out of total reduction of MTD,  
59.35% was due to reduction in 
gold imports. 
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Fig. 3. Trends in Gold Price and Gold Imports, 1975-2020



Review of Literature (Price Effect on Gold Demand)
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Author/s Year Country Findings

Rao and Nagabhushanam 1960 India Negative

Mani and Vuyyuri 2003 India Positive

Kannan and Dhal 2008 India Negative

Immanuvel and Lazar 2021 India, the USA, Europe and Japan Negative

Tripathi et al. 2022 Panel data Negative



Review of Literature (Income Effect on Gold Demand)
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Author/s Year Country Findings

Rao and Nagabhushanam 1960 India Positive

Baker and Van Tassel 1985 US No significant impact

Starr and Tran 2008 Panel of 21 gold importing 

countries

Positive

Kanjilal and Ghosh 2014 India Positive

Immanuvel and Lazar 2021 India, the USA, Europe and Japan Positive



Research Gap
- Existing studies examined the gold price and gold demand relationship in a linear

framework.
- In India, Gold is demanded by individuals irrespective of income levels and surge in 

its price.
- Thus the relationship may not be linear.

Objective
- To examine the presence of asymmetry in the relationship between gold price and 

gold imports in India.
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Data type Time Period

Annual data 1975-2020

Variables Measurements Source

Gold imports (GI) % of GDP (Real) Reserve Bank of India

Gold price (GP) US$ per 10 grams in Mumbai (Real) Reserve Bank of India

Per capita GDP (Y) US$ (Real) Reserve Bank of India

Exchange rate (EXR) Indian Rupee per US$ (Real) Reserve Bank of India

Crude Oil Price (OP) West Texas oil price (US $ per Barrel) (Real) BP Statistical Review of 
World Energy 

Interest Rate (IR) Interest Rate (%) (Real) World Development 
Indicators, World Bank

Data and Variables
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Model Estimation and Methodology
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Results and Discussion
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Results of unit-root tests 
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Cont...
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Bounds test results for non-linear ARDL cointegration 
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Long-run Estimation Results
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Short-run Estimation Results

01-06-2026 17



Diagnostic Test Results
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Note*: Residual is normally distributed; no ARCH effect; No model misspecification; No serial correlation problem.



Conclusion and Policy Implications

 Our research highlights the critical need to consider asymmetries in gold import

demand for devising effective macroeconomic and trade policies.

 In the long run, where both an increase and decrease in gold price enhance imports

and widen the trade deficit, policymakers may find non-price measures more

effective in managing gold imports and addressing long-term trade imbalances.

 Short-term measures like increased custom duties can deter excessive imports,

particularly during price reductions.

 India's persistent merchandise trade deficit, compounded by substantial gold

imports, highlights the importance of exercising restraint during crises to preserve

forex reserves for essential goods.
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Thank you…
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Tests of Model Stability
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