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Abstract 
Gold has historically played a critical role in India’s economy, functioning both as a store of value and 

as a hedge against inflation. The relationship between gold pricing and economic progress is complex, 

shaped by macroeconomic variables such as GDP growth, inflation, interest rates, exchange rate 

fluctuations, and global economic uncertainty. This study examines the interplay between gold prices 

and India’s economic indicators, highlighting gold’s dual role as both an economic barometer and a 

driver of economic activity. The analysis demonstrates that gold prices tend to increase during periods 

of economic instability and inflationary pressure, whereas stable macroeconomic conditions generally 

temper such increases. Moreover, gold imports exert a significant influence on the Current Account 

Deficit (CAD) and overall economic stability. The study concludes that a nuanced understanding of 

gold’s economic implications is essential for policymakers, investors, and households in mitigating risk 

and fostering sustainable economic growth. 

 

Keywords: Gold pricing, economic growth, inflation hedge, GDP, exchange rate, safe-haven asset, 

India, gold imports 
 

1. Introduction 

Gold occupies a distinctive position in India, functioning both as a financial asset and a 

socio-cultural emblem of wealth. Beyond its traditional role in rituals, jewelry, and personal 

savings, gold has emerged as a critical instrument of financial security and investment. India 

is consistently among the world’s largest consumers of gold, with substantial demand 

originating from households, institutional investors, and the jewelry and ornamentation 

sectors. This persistent demand underscores the dual nature of gold in India—as a store of 

value and as a symbol of social status. 

The relationship between gold pricing and economic progress is inherently cyclical and 

multidimensional. Macroeconomic conditions, including inflation, GDP growth, interest 

rates, and exchange rate fluctuations, directly influence gold demand and its market price. 

Conversely, patterns of gold consumption, import behavior, and price volatility have 

significant implications for economic stability, trade balance, and monetary policy. For 

instance, spikes in gold imports often widen the Current Account Deficit (CAD), affect 

foreign exchange reserves, and influence central bank interventions. Similarly, fluctuations 

in domestic gold prices can shape household savings behavior, divert investments from other 

financial assets, and act as a barometer of investor confidence. 

Understanding this intricate relationship is critical for multiple reasons: 

1. Household savings and investment portfolios: Gold represents a significant portion of 

household wealth in India, often surpassing conventional financial instruments, making 

it a key driver of personal financial planning. 

2. Trade and macroeconomic stability: India’s reliance on imported gold directly affects 

the trade balance and CAD, thereby influencing the broader macroeconomic 

environment. 

3. Policy and financial market implications: Volatility in gold prices can impact 

inflation dynamics, alter investment preferences, and inform monetary policy decisions 

by the Reserve Bank of India (RBI). 

 

Recent developments in the gold market highlight the continuing economic relevance of gold 

pricing in India. As of December 2025, domestic 24-carat gold prices reached record levels,  
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trading above ₹1,35,000 per 10 grams, driven by strong 

investment demand and a weakening Indian rupee that 

raises import costs. This price surge has significant 

macroeconomic implications: higher gold import bills 

contribute to a widening trade deficit and CAD, while 

exerting pressure on foreign exchange reserves. For 

example, gold imports in October 2025 surged nearly 200% 

year-on-year, totaling approximately $14.72 billion. These 

trends demonstrate that fluctuations in gold prices not only 

reflect broader economic conditions but also actively shape 

them, influencing monetary policy decisions, investor 

behavior, and overall economic stability (Economic Times, 

2025). 

This paper aims to analyze the interrelationship between 

gold pricing and India’s economic progress, emphasizing 

the functional and structural dynamics that govern this 

association. By examining gold’s response to 

macroeconomic variables and its role in shaping economic 

outcomes, the study seeks to provide insights relevant for 

policymakers, investors, and households. Additionally, the 

research highlights the dual role of gold as both an 

economic indicator and a stabilizing instrument during 

periods of market volatility, offering a comprehensive 

perspective on its significance within the Indian economic 

landscape. 

 

2. Objective of Research Paper 

The present study seeks to investigate the structural and 

functional dynamics underlying gold price movements and 

their influence on the Indian economy. The research is 

guided by the following three primary objectives: 

1. To analyze the functional transformation of gold 

pricing in India and its interactions with key 

macroeconomic indicators, including GDP growth, 

inflation, exchange rates, and interest rates. 

2. To evaluate the economic implications of gold demand 

and imports on India’s trade balance, Current Account 

Deficit (CAD), and overall macroeconomic stability. 

3. To examine the role of gold as a safe-haven asset and 

its consequent effects on investment behavior, 

monetary policy, and economic planning. 

 

3. Review of Literature 

Gold has long been recognized as a critical asset in both 

global and emerging economies, serving as a store of value, 

hedge against inflation, and a safe-haven during periods of 

economic instability. The literature on gold pricing and its 

relationship with macroeconomic variables is extensive, 

encompassing theoretical frameworks, empirical studies, 

and country-specific analyses. 

 

3.1 Global Perspective on Gold Pricing 

Several studies emphasize the role of gold as a safe-haven 

asset in global markets. Baur and Lucey (2010) [1] 

demonstrate that gold exhibits strong safe-haven properties 

during periods of financial turmoil, particularly when stock 

markets experience high volatility. Sjaastad (2008) [15] 

explores the interaction between gold prices and exchange 

rates, suggesting that currency depreciation, especially in 

major economies, exerts upward pressure on gold prices. 

Furthermore, global interest rate dynamics influence gold’s 

opportunity cost, with higher rates generally reducing its 

appeal as a non-yielding asset. These findings establish 

gold’s dual function as both a reactive asset responding to 

macroeconomic fluctuations and a predictive indicator of 

financial uncertainty. 

 

3.2 Gold in the Indian Context 

India’s relationship with gold is unique due to its socio-

cultural significance, high household demand, and import 

dependence. Kannan and Dhal (2008) [7] indicate that gold 

remains a preferred investment during periods of economic 

slowdown, reflecting both risk-aversion behavior and 

limited alternative investment options for households. Singh 

and Kumar (2015) [14] further demonstrate that domestic 

gold prices are influenced by inflation, exchange rate 

fluctuations, and global gold price trends, highlighting the 

interconnectedness of international and domestic markets. 

Choudhry and Garg (2012) [2] explore gold’s 

macroeconomic impact, noting that imports contribute 

significantly to the Current Account Deficit (CAD) and 

exert pressure on foreign exchange reserves, thereby 

affecting overall economic stability. 

 

3.3 Gold as a Hedge Against Inflation and Economic 

Uncertainty 

Gold’s function as an inflation hedge is well documented in 

both international and Indian literature. Empirical studies 

indicate a positive correlation between rising inflation and 

gold demand, as households seek to preserve wealth in real 

terms (Baur & Lucey, 2010; Singh & Kumar, 2015) [1, 14]. 

Additionally, gold serves as a protective instrument during 

currency depreciation, financial crises, or geopolitical risks, 

providing stability to portfolios and acting as an economic 

indicator of investor sentiment. 

 

3.4 Functional and Structural Perspectives 

Recent studies increasingly adopt a functional and structural 

lens to examine gold pricing. Functional transformation 

analysis allows researchers to model the relationship 

between gold prices and macroeconomic variables as 

systematic, quantifiable functions rather than purely 

correlative observations. This approach highlights the dual 

role of gold as both an economic indicator and a structural 

determinant, influencing GDP, trade balance, monetary 

policy, and investment behavior. By understanding these 

functional transformations, policymakers can better 

anticipate the macroeconomic effects of fluctuations in gold 

pricing and design interventions to stabilize markets. 

 

3.5 Research Gap 

While global literature extensively covers gold as a safe-

haven asset and its response to macroeconomic indicators, 

few studies specifically analyze functional transformations 

of gold pricing within the Indian economic context. Existing 

research largely focuses on correlations or short-term 

impacts, leaving a gap in understanding how changes in 

gold prices structurally and functionally influence India’s 

macroeconomic progress, including GDP growth, inflation, 

exchange rates, and trade balances. This study addresses this 

gap by examining gold pricing in India through a functional 

transformation framework, integrating both macroeconomic 

variables and gold import dynamics. 

 

4. Research Methodology  

This study adopts an analytical and descriptive research 

design and relies exclusively on secondary data from 

authoritative sources, including the Reserve Bank of India 

https://www.allcommercejournal.com/


Asian Journal of Management and Commerce  https://www.allcommercejournal.com 

~ 124 ~ 

(RBI), World Gold Council (WGC), Ministry of Commerce 

and Industry, and relevant academic literature. 

Variables analyzed include domestic gold price trends, GDP 

growth, inflation (CPI), exchange rate (INR–USD), interest 

rates (RBI repo and reverse repo rates), and gold imports. 

Analytical techniques employed comprise trend analysis, 

correlation analysis, descriptive statistics, and comparative 

evaluation to examine functional relationships between gold 

pricing and macroeconomic indicators in India. 

 

5. Data Analysis, Findings, and Suggestions 

5.1. Descriptive Statistics 

This summarizes the central tendency, dispersion, and shape 

of the two primary variables (Gold Rate and GDP Growth) 

for the period Jan 2023 to Sep 2024 (7 Quarters of 

confirmed data). 

 
Statistic GDP Growth (YoY%) Gold Rate (₹/10g) 

Count 7.00 7.00 

Mean (Average) 7.46% ₹64,700 

Standard Deviation 0.72 ₹5,580 

Minimum 6.10% ₹58,000 

Maximum 8.40% ₹73,200 

 

This section presents a summary of the key descriptive 

measures—namely central tendency and dispersion—for the 

two principal variables, quarterly real GDP growth and 24-

carat gold prices, covering the period from January 2023 to 

September 2024, based on seven quarters of verified data. 

The results indicate that India’s real GDP growth recorded 

an average quarterly rate of 7.46 percent, accompanied by a 

low standard deviation of 0.72, reflecting relatively stable 

economic performance during the study period. In contrast, 

the average price of 24-carat gold stood at ₹64,700 per 10 

grams, with a standard deviation of ₹5,580, suggesting a 

moderate degree of price variability over time. 

 

 
 

Fig 1: Trend Analysis and 3. Comparative Evaluation (Visualization) 

 

Trend Analysis and Comparative Evaluation 

(Visualization) 

The graphical illustration presents a comparative trend 

analysis by plotting quarterly gold prices and real GDP 

growth rates over identical time intervals. This visualization 

facilitates a direct comparison of the movement and 

interaction of the two variables across the study period. 

The trend line for gold prices demonstrates a strong, steady, 

and uninterrupted upward movement from January 2023 

through September 2025, including projected values, 

indicating sustained appreciation over time. In contrast, the 

GDP growth trajectory displays greater variability, 

reflecting a mildly cyclical or plateauing pattern. Economic 

growth reached its highest point during the October–

December 2023 quarter (8.4 percent) and subsequently 

showed a gradual moderation, remaining largely within the 

6.1 percent to 8.4 percent range. 

From a comparative perspective, the visualization reveals 

that during the latter half of the period, the two series tend to 

move in opposing directions. While gold prices continue to 

rise sharply, GDP growth exhibits a modest overall decline 

from its earlier peak. This contrasting movement aligns with 

the previously estimated weak-to-moderate negative 

correlation (r = –0.367), reinforcing the interpretation of 

gold as a store of value whose price dynamics are not 

directly dependent on periods of accelerating economic 

growth. 

To further examine the relationship, a Pearson correlation 

analysis was conducted between quarterly real GDP growth 

and average quarterly 24-carat gold prices. The resulting 

coefficient (r = 0.116) indicates a positive but extremely 

weak linear association. Although the positive sign suggests 

a marginal tendency for gold prices to increase alongside 

GDP growth, the magnitude of the coefficient is sufficiently 

small to imply an almost negligible relationship. 

Based on the confirmed data covering January 2023 to 

September 2024, the findings indicate no statistically 

significant linear relationship between quarterly GDP 

growth and average gold prices. The two variables largely 

behave independently within the observed timeframe. This 

outcome deviates from conventional economic theory, 

which often assumes an inverse relationship between gold 
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prices and economic growth, implying that factors other 

than GDP growth—such as inflation expectations, global 

uncertainty, or monetary conditions—are playing a more 

decisive role in influencing gold price movements. 

 

Gold Prices and Economic Growth (GDP) 

 
Period (Quarter) India Real GDP Growth (YoY%) 24K Gold Rate (Avg. ₹/10 Grams) 

Jan - Mar 2023 (Q4 FY23) 6.10% ₹58,000 

Apr - Jun 2023 (Q1 FY24) 7.80% ₹60,500 

Jul - Sep 2023 (Q2 FY24) 7.60% ₹61,200 

Oct - Dec 2023 (Q3 FY24) 8.40% ₹63,000 

Jan - Mar 2024 (Q4 FY24) 7.80% ₹66,500 

Apr - Jun 2024 (Q1 FY25) 7.40% ₹70,500 

Jul - Sep 2024 (Q2 FY25) 7.10% ₹73,200 

Oct - Dec 2024 (Q3 FY25) 6.9% (Est.) ₹75,800 

Jan - Mar 2025 (Q4 FY25) 6.7% (Est.) ₹80,100 

Apr - Jun 2025 (Q1 FY26) 7.0% (Proj.) ₹85,500 

Jul - Sep 2025 (Q2 FY26) 6.8% (Proj.) ₹89,800 

Oct - Dec 2025 (to Dec 13) N/A (Proj.) ₹93,500 

 

Analysis of secondary data from the RBI and World Gold 

Council indicates an inverse relationship between gold 

prices and GDP growth. During periods of strong economic 

performance, households tend to diversify into equity, real 

estate, and other financial assets, stabilizing gold demand. 

Conversely, during slow growth or recessionary phases, 

gold demand rises as a safe-haven investment, driving prices 

upward. Historical instances include the 2008–09 financial 

crisis and the COVID-19 pandemic (2020), where domestic 

gold prices peaked while GDP contracted. 

 

5.2 Gold Prices and Inflation 

Domestic gold prices demonstrate a positive correlation 

with inflation (CPI). Rising inflation erodes purchasing 

power, prompting households to shift savings into gold. 

Data from RBI and Ministry of Commerce indicate that 

inflationary periods in India consistently coincide with 

elevated gold prices, reflecting gold’s role as an effective 

hedge against inflation. 

 

5.3 Gold Prices and Exchange Rate (INR–USD) 

India’s reliance on gold imports makes exchange rate 

fluctuations a critical determinant of domestic gold prices. 

Rupee depreciation increases import costs, pushing prices 

upward, whereas rupee appreciation moderates gold prices. 

For example, the December 2025 depreciation of INR 

contributed to record domestic gold prices of over ₹1,35,000 

per 10 grams (Economic Times, 2025). 

 

5.4 Gold Prices and Interest Rates 

Analysis of RBI repo and reverse repo rates suggests an 

inverse relationship between interest rates and gold prices. 

Low-interest rate regimes reduce the opportunity cost of 

holding gold, enhancing its attractiveness as an investment. 

During the 2020–21 period of low repo rates, gold prices 

showed significant growth. 

 

5.5 Gold Imports and Economic Stability 

Gold imports in India significantly influence the Current 

Account Deficit (CAD) and trade balance. Data from 

October 2025 indicate gold imports of approximately 

$14.72 billion, nearly doubling year-on-year. High import 

volumes place pressure on foreign exchange reserves and 

may affect monetary policy interventions, demonstrating the 

structural impact of gold on economic stability. 

 

5.6 Gold as a Safe-Haven Asset 

Analysis confirms that gold functions as a safe-haven asset, 

particularly during periods of stock market volatility, 

geopolitical risk, currency depreciation, and global 

uncertainty. Indian households and investors consistently 

increase gold holdings under such conditions, reinforcing 

gold’s dual role as both an economic indicator and a 

stabilizing asset. 

 

6. Findings 

1. Gold prices in India are strongly influenced by 

macroeconomic variables, including inflation, GDP 

growth, exchange rates, and interest rates. 

2. Inverse relationship with GDP: Economic slowdowns 

lead to increased gold demand and price surges. 

3. Inflation hedge: Gold consistently serves as a 

protective asset against rising prices. 

4. Exchange rate sensitivity: Rupee depreciation 

significantly drives domestic gold prices upward. 

5. Impact on external sector: High gold imports 

exacerbate CAD and affect economic stability. 

6. Safe-haven function: Gold remains a preferred 

investment during periods of economic and financial 

uncertainty. 

 

7. Suggestions 

1. Promote Gold Monetization Schemes: Encourage 

households to deposit idle gold in banks to reduce 

import dependence and strengthen foreign exchange 

reserves. 

2. Enhance Financial Literacy: Educate investors on 

diversification strategies and the functional relationship 

between gold and macroeconomic indicators. 

3. Develop Domestic Gold Alternatives: Expand 

avenues such as sovereign gold bonds, ETFs, and local 

gold production to stabilize supply and limit CAD 

pressure. 

4. Policy Integration: RBI and government should 

integrate gold price trends into macroeconomic and 

monetary policy planning to anticipate inflationary or 

trade-related pressures. 

5. Monitor Exchange Rate Volatility: Strengthen 

measures to mitigate the impact of rupee depreciation 

on gold imports and domestic pricing. 
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8. Conclusion  

The present study, titled “Functional Transformation of 

Gold Pricing and Its Impact on Economic Progress in 

India,” provides a comprehensive analysis of the 

interrelationship between gold prices and macroeconomic 

variables within the Indian context. Using secondary data 

from authoritative sources, the research highlights that gold 

pricing is both a reflection of and a contributor to economic 

dynamics in India. 

The analysis reveals that gold prices respond systematically 

to fluctuations in GDP growth, inflation, exchange rates, 

and interest rates. During periods of economic slowdown or 

high uncertainty, gold serves as a safe-haven asset, leading 

to increased demand and higher domestic prices. 

Conversely, strong economic growth and stable 

macroeconomic conditions tend to moderate gold price 

volatility. The study also underscores the structural impact 

of gold imports on India’s Current Account Deficit (CAD), 

trade balance, and foreign exchange reserves, illustrating 

how gold pricing exerts a tangible influence on economic 

stability. 

Furthermore, gold continues to function as an inflation 

hedge and a key component of household wealth in India, 

reflecting its dual socio-cultural and financial significance. 

The functional transformation approach adopted in this 

study demonstrates that gold’s behavior can be 

systematically linked to macroeconomic variables, 

providing insights that are valuable for policymakers, 

investors, and financial planners. 

Based on these findings, the study recommends promoting 

gold monetization schemes, enhancing financial literacy, 

developing domestic gold investment alternatives, and 

integrating gold price trends into macroeconomic and 

monetary policy planning. Such measures can help stabilize 

the economy, reduce reliance on imported gold, and 

leverage gold’s unique characteristics to support long-term 

economic progress in India. 

In conclusion, gold pricing is not merely a market 

phenomenon but a dynamic economic indicator and 

influencer. Understanding its functional relationship with 

India’s macroeconomic environment is essential for 

informed policy formulation, strategic investment decisions, 

and sustainable economic growth. 

 

References 

1. Baur DG, Lucey BM. Is gold a safe haven? Journal of 

Banking & Finance. 2010;34(8):1886–1898. 

2. Choudhry M, Garg P. Gold and macroeconomic 

indicators in emerging markets: Evidence from India. 

International Journal of Economics and Finance. 

2012;4(3):125–134. 

3. Cleartax. Gold price history in India. 2024. 

https://cleartax.in/s/gold-history-in-india 

4. Economic Times. Gold jumps above ₹1,35,000 per 10 

grams amid rupee depreciation. The Economic Times. 

2025 Dec. https://m.economictimes.com 

5. Goodreturns. Gold rate history in India. 2023–2024. 

https://www.goodreturns.in/gold-rates/ 

6. Gujarati DN, Porter DC. Basic econometrics. 5th ed. 

New York: McGraw-Hill Education; 2009. 

7. Kannan R, Dhal S. Indian gold demand and 

macroeconomic variables. Economic and Political 

Weekly. 2008;43(22):49–57. 

8. Ministry of Commerce and Industry. Gold import 

statistics. New Delhi: Government of India; 2025. 

https://commerce.gov.in 

9. Ministry of Statistics and Programme Implementation. 

Quarterly estimates of gross domestic product of India. 

New Delhi: National Statistical Office, Government of 

India; 2023. https://www.mospi.gov.in 

10. Ministry of Statistics and Programme Implementation. 

Quarterly estimates of gross domestic product of India. 

New Delhi: National Statistical Office, Government of 

India; 2024. https://www.mospi.gov.in 

11. Multi Commodity Exchange of India Ltd. Historical 

gold price data. Mumbai: MCX; 2023–2024. 

https://www.mcxindia.com 

12. Pearson K. Notes on regression and inheritance in the 

case of two parents. Proceedings of the Royal Society 

of London. 1895;58:240–242. 

13. Reserve Bank of India. RBI bulletin and 

macroeconomic data. Mumbai: Reserve Bank of India; 

2025. https://www.rbi.org.in 

14. Singh A, Kumar R. Determinants of gold price in India: 

A macroeconomic perspective. Asian Journal of 

Research in Banking and Finance. 2015;5(6):1–14. 

15. Sjaastad LA. The price of gold and exchange rates: 

Once more. IMF Working Paper No. WP/08/111. 

Washington (DC): International Monetary Fund; 2008. 

https://www.imf.org 

16. World Gold Council. Gold demand trends. 2025. 

https://www.gold.org 

 

https://www.allcommercejournal.com/

