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Abstract 

The study mainly focuses on Indian commodity market, and the effects of implantation of 
demonetization in commodity market. It takes into consideration of investor’s investment pattern 

in select commodities. This study tries to educate the impact of change in money value that 
reflects in the purchasing the commodities by the investors. It tries to achieve the optimum return 

using derivative instruments hedging techniques .This study provide the investors for their 
investment portfolio in future on commodity market. There is a myth among the investors there 
is a rise in price of gold will always dependent to rise in price of crude oil which will be vice 

versa. This study will clearly states the dependency and price fluctuation in gold and crude 
oil..And also identify their relationship of select commodity in demonetization period.  
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Introduction 

           Commodity markets are the places where raw or primary products are 

interchanged. These raw commodities are traded on synchronized commodities exchanges in 
which they are trading in standardized contracts. Trading in commodities refers to the futures 

market for commodities. Commodities comprise any supplies which are unbranded and are 
commonly traded in the market. They include farming commodities like wheat, rice, tea, jute, 
spices, Soya, groundnut, coffee, rubber, cotton etc, valuable metals like gold and silver, base 

metals like iron ore, lead, aluminum, nickel, zinc etc, and energy commodities like crude oil and 
coal. The global commodity trade market is massive about thrice the size of the equities trade 

market. The domestic commodity market is still in a budding stage, but is growing by leaps and 
limits. The commodity market is predicted to nurture at an annual rate of 40 percent in another 
five years. Commodity markets ease trading in various commodities. It may be a spot market or a 

derivative market. In case of a spot market, the commodities trade for immediate delivery. In 
case of a commodities derivative market, various financial instruments based on the commodities 

are traded on the exchanges. 

Need for the study 

1. To know about the impact and changes in commodity market that occurs due to 

demonetization. 
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2. This study will be the reference for investor to know about their risk in investing in 
select commodity by knowing the fluctuation price. 

3. There is a myth among investors that there is rise in price of gold which have indirect 
a relationship with the rise in price of crude oil. Hence this study helps to relate the 

relationship between gold and crude oil with reference to pre and post implementation 
of demonetization in commodities. 

4. It helps to know about the overbought and oversold condition of select commodity 

which will help the investor to predict the future price of the select commodity. 

Objectives of the Study 

Primary objective: 

 “A Study on Performance of Select commodities due to demonetisation” 

Secondary objectives: 

1. To analyse the fluctuation rate of gold and crude oil before and after demonetisation  

2. To find the risk factor involved in commodities market investment 

3. To find commodities overbought and oversold 

4. To find the relationship between gold and crude oil. 

5. To compare the magnitude of recent gains and losses over a specified time period. 

Research Methodology 

The type of research design used in the study was Analytical Research. The data collected for the 

study are Secondary in nature, Secondary data for this study have been collected from MCX 
website Bhav copy of the commodities. The data was taken from June 2016 to March 2017. 
The tools used for analysis were 

 Bollinger Bands 
 Pivot Point 

 Relative Strength Index 
 Correlation 
 Chi-Square 

Review of Literature 

Gold Prices 'Will Fall in 2017' Says Top Forecaster as US Fed's 'Close Call' Weighs on 

Stocks(By Shamal  Shetty, Oct 13,2016): Amongst the 7-in-10 voting members backing "no 
change" on 21 September, "several stated that the decision was a close call," the minutes said, 
but were swayed by comments widely assumed to have come from Fed chair, Janet Yellen. 

Correction ahead on crude oil counter, $40 level can be a good entry point (By Prathamesh 
Mallya ,Nov,8 2016): During the fortnight from Oct 21 to Nov 3, WTI and Brent oil prices fell 

by around 12 per cent and 12.5 per cent, respectively, while on the MCX, the prices declined by 
around 10.5 per cent in the same time frame.  
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GOLD AND CRUDE OIL STABLISED (By Taki Tsaklanos,Nov 13,2016):"It is too early to 
comment on anything right now. But in another six months, the gold rates should stabilise. Gold 

industry is linked to crude oil market and international economy. 

Crude oil to see strong volatility in near term; may rise to $65 level by mid-2017 (By  

Prathamesh Mallya,Dec 2,2016): WTI and Brent oil prices gained around 9 per cent during the 
fortnight from November 17 to 30, while the prices rose around 8.6 per cent on the MCX in the 
same period. The rise in crude oil prices has been purely on account of the Opec moves for 

production cut. Before the latest meeting, there were many surprising comments from Saudi 
Arabia and Iraq, the two top producers in the Opec bloc.  

Demonetization to dent India's oil demand for a quarter - Essar CEO (By Gupta Dec 8 , 2016): 
"Oil demand will slow down, I think. But there is no reason for demand to remain that low for a 
long time. Ours is a growing economy and demand should rebound after this short period of slow 

growth." 

Demonetisation effect: 15 tonnes of gold sold on November 8-9 (by Ram Sahgal, ET BUREAU | 

DEC 08, 2016): Jewellers sold 15 tonnes of gold ornaments and bars, worth around Rs 5,000 
crore, on the intervening night of November 8 and 9 after the government demonetised Rs 500 
and Rs 1,000 denomination notes, said Surendra Mehta, national secretary of India Bullion & 

Jewellers Association (IBJA). IBJA has 2,500 jewellers registered with it from across the 
country. 

DEMONETISATION IMPACTS GOLD IN 2016 (By Poonam Ahuja, Mumbai Mirror,Dec 
18,2016  ):The analysts say that a reliable forecast of the future demand or price of gold in 2017 
will be difficult. Currently, the buying patterns of the consumers has changed drastically and 

looking at the uncertainties and policies, and with the markets embracing risk, the first few 
months, especially the first quarter of 2017 is predicted to be soft.                                                                                                                         

GOLD PRICES COULD FALL IN 2017  ( By Tanvi Varma , Dec 22 , 2016 ):Over the past one 
year, gold has regained its lost shimmer. Between November 18, 2015, and November 17, 2016, 
gold exchange traded funds (ETFs) returned 16 per cent, outperforming other asset classes. In 

comparison, gold ETFs witnessed a negative return of 1 per cent over three-year and five-year 
periods. 

India’s Crude Oil Imports and Demand Impact Crude Oil Prices (By Gordon Kristopher  | Dec 
29, 2016): India’s Petroleum Planning and Analysis Cell estimated that India’s crude oil imports 
rose 3.3% to 4.58 MMbpd (million barrels per day) in November2016  

Crude oil looks best bet among assets this year, should rebound towards $47 level (BY ANKUR 
SINGH, ECONOMICTIMES.COM | FEB 16, 2016): As per International Energy forecast, 

global supply could exceed demand by 1.5 mbpd in the first half of 2016. Although, it says that 
the pace of stock building could ease in the second half of 2016 as OPEC nation decide on 
curtailing its oil output. Consistent era of low oil prices will do more harm to the OPEC nations 

in balancing their budgets. 

Hypothesis 

International Journal of Pure and Applied Mathematics Special Issue

1543



There is no significance difference between gold and crude oil price before and after 
demonetization 

Results and Discussions 

Table 1 

Pivot Point of Gold 

Month HIGH LOW CLOSE PIVOT 

Jun-16 32217 32127 32170 32171.33 

Jul-16 33063 32845 32946 32951.33 

Aug-
16 32265 31999 32019 32094.33 

Sep-16 31489 31285 31448 31407.33 

Oct-16 31024 30831 30861 30905.33 

Nov-

16 30874 29751 30123 30249.33 

Dec-16 28092 27924 28025 28013.67 

Jan-17 28891 28740 28836 28822.33 

Feb-17 29785 29541 29710 29678.67 

Mar-
17 29200 28952 29020 29057.33 

It is traced that Gold was not above their recent highs on July month and the Pivot point was 

32951.33.It may be happened due to the broken level of the HUI Index and the XAU Index 
below their key support lines. It is also traced that  the month of December 2016 has witnessed 

lowest of low and the pivot point of gold for the month of December is 28013.67.It may be due 
to Trump’s victory or U.S. monetary policy including the first 100 days, and its potential effects 
for the precious metals and demonetization.  

Table 2 

Pivot Point of Crude Oil 

Month HIGH LOW CLOSE PIVOT 

Jun-16 3616 3573 3594 3594.67 

Jul-17 3482 3475 3479 3478.67 

Aug-16 3418 3379 3402 3399.67 

Sep-16 3275 3198 3264 3245.67 

Oct-16 3491 3385 3472 3449.33 

Nov-16 3554 3551 3553 3552.67 

Dec-16 3874 3854 3868 3865.33 

Jan-16 3871 3832 3857 3853.33 

Feb-17 3755 3697 3712 3721.33 

Mar-17 3616 3573 3594 3594.67 

 
The Crude oil has reached the highest of high in the month of December 2016 and the pivot point 
of Crude oil for the month of December is 3865.33.It may be due to OPEC agreed for the 

production levels for each member country on 30 November meeting in Vienna, It also decided 
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after reaching its group target, it will seek support from non-member oil producers to further ease 
the global glut. 

The pivot point of crude oil for the month of September is 3245.67. It may be due to OPEC 
agreement to limit its production to a range of 32.5m-33m million barrels per day (bpd) in talks 

held on the sidelines of the International Energy Forum in Algiers convened on 28-30th 
September. OPEC estimates its current output at 33.24m bpd.“We have decided to decrease 
production by around 700,000 bpd,”  

Table 3 

RSI of Gold 

Month HIGH MEDIU
M 

LOW 

Jul -16 69.31026 44.58162 20.85941 

Aug-16 64.8725 47.72849 27.86885 

Sep -16 60.6678 46.58159 29.87769 

Oct -16 63.89253 28.98484 19.13432 

Dec -16 49.025 25.346 19.4 

Jan -17 85.379 78.076 50.669 

Feb -17 66.272 60.21 52.785 

Mar -17 57.736 41.568 21.638 

 
From the analysis RSI is found using the average gain and average loss of a period. The RSI 

was 85 in the month of Jan 2017.  When RSI crossed 85 and it is time to sell and here the 
RSI does not fall below 50 and there is no indication of buy           

Table 4 

RSI of Crude Oil 

Month HIGH MEDIU
M 

LOW 

Jun-16 50.21 45.94 38.01 

Jul -16 55.09 35.65 20.26 

Aug-16 81.72 57.89 31.87 

Sep -16 53.49 40.56 32.18 

Oct -16 70.45 54.12 38.70 

Nov-16 65.78 48.80 40.50 

Dec -16 65.51 58.94 38.01 

Jan -17 57.68 40.78 32.06 

Feb -17 47.08 35.80 30.62 

Mar -17 56.15 43.59 36.89 
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From the analysis RSI is found using the average gain and average loss of a period. The RSI 
was 82 in the month of Aug 16.  When RSI crossed 82 and it is time to sell and here the RSI 

does not fall below 47 and there is no indication of buy 
Table 5 

Bollinger Band of Gold 

Month 
  UPPER 
BAND 

      LOWER 
BAND 

July-16 3028.49 1524.876 

Aug-16 2271.486 1105.853 

Sep-16 1223.455 685.4 

Oct-16 3013.149 598.348 

Dec-16 2551.49 1491.501 

Jan-17 2384.129 1163.473 

Feb-17 1329.217 860.899 

Mar-17 2144.633 846.711 

The upper band touches 3028.49 on 1stJuly indicates the overbought condition. The lower band 

touches 1524.87 indicate the oversold condition. The bands are widening at the end of July hence 
Price of Gold is highly volatile during that period  

 
Table 6 

Bollinger Band of Crude Oil 

Month 
  UPPER 
BAND 

      LOWER 
BAND 

July-16 592.62 230.9 

Aug-16 673.32 471.64 

Sep-16 532 280.09 

Oct-16 632.65 202.09 

Dec-16 620.09 210.939 

Jan-17 243.631 168.23 

Feb-17 199.896 129.212 

Mar-17 777.48 118.356 

The upper band touches 777.48 in March indicate the overbought condition. The lower band 

touches 118.35 in March indicate the oversold condition .It may be overbought due to continue 
strike. It may oversell when OPEC estimates its current output at 39.13m bpd have decided to 

decrease production by around 600,000 bpd. 
Table 7 

Test on Relationship between Gold on Crude oil before Demonetization using Correlation 

 

Descriptive Statistics 

 
Mean 

Std. 
Deviation N 

Gold 3.1016E4 867.28583 115 

Crudeoil 3.2718E3 189.59263 115 
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Correlations 

  Gold Crude oil 

Gold Pearson 
Correlation 

1 -.254** 

Sig. (2-tailed)  .006 

N 115 115 

Crudeoil Pearson 

Correlation 
-.254** 1 

Sig. (2-tailed) .006  

N 115 115 

**. Correlation is significant at the 0.01 level (2-
tailed). 

 

There is no relationship between gold and crude oil prices before demonetization .Spearman’s 
correlation is -0.25361.It is concluded that there is a negative correlation between gold and crude 
oil price 

Table 8 
Test on Relationship between Gold on Crude oil after Demonetization using Correlation 

 

Descriptive Statistics 

 
Mean 

Std. 
Deviation N 

Gold 2.8494E4 751.81262 102 

Crude Oil 3.5879E3 217.78928 102 

 

 

Correlations 

  Gold Crude Oil 

Gold Pearson 
Correlation 

1 -.424** 

Sig. (2-tailed)  .000 

N 102 102 

Crude Oil Pearson 
Correlation 

-.424** 1 

Sig. (2-tailed) .000  

N 102 102 

**. Correlation is significant at the 0.01 level (2-tailed). 
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 There is no relationship between gold and crude oil prices after demonetization. Spearman’s 
correlation is -0.424.It is concluded that there is negative correlation between gold and crude oil 

price. 
Table 9 

Test on Relationship between Gold on Crude oil before Demonetization through  

Chi-Square 

 

Hypothesis: 

H0: There is no significance difference between gold and crude oil price before demonetization. 

H1: There is a significance difference between gold and crude oil price before demonetization. 
 

Case Processing Summary 

 Cases 

 Valid Missing Total 

 N Percent N Percent N Percent 

COMMODITY * 

FREQUENCY 
3943042 100.0% 0 .0% 3943042 100.0% 

 

Chi-Square Tests 

 Value Df Asymp. Sig. (2-sided) 

Pearson Chi-Square         3.943E6a         209                      .000 

Likelihood Ratio         2.483E6         209                      .000 

Linear-by-Linear 
Association 

3.904E6           1                      .000 

N of Valid Cases 3943042   

a. 0 cells (.0%) have expected count less than 5. The minimum expected count is 
276.73. 

 
       There is no relationship between gold and crude oil before demonetization .Pearson chi 

square is 3.943E6a .Hence we accept Ho. 
Table 10 

Test on Relationship between Gold on Crude oil after Demonetization through Chi-Square 

 
Hypothesis: 

H0: There is no significance difference between gold and crude oil price after demonetization. 
H1: There is a significance difference between gold and crude oil price after demonetization. 

 

Case Processing Summary 

 Cases 

 Valid Missing Total 

 N Percent N Percent N Percent 
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Case Processing Summary 

 Cases 

 Valid Missing Total 

 N Percent N Percent N Percent 

COMMODITY * 
FREQUENCY 

3272384 100.0% 0 .0% 3272384 100.0% 

 

                                                         Chi-Square Tests 

 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 3.272E6a 197 .000 

Likelihood Ratio 2.293E6 197 .000 

Linear-by-Linear 
Association 

3.246E6 1 .000 

N of Valid Cases 3272384   

a. 0 cells (.0%) have expected count less than 5. The minimum expected count is 

348.03. 

 
       There is no relationship between gold and crude oil after demonetization .Pearson chi square 

is 3.272E6a. Hence we accept Ho that there is no relationship between gold and crude oil after 
the incurrence.  
Conclusion 

 
The study titled, Performance of select commodities due to demonetization is an attempt to find 
out the impact of demonetization in the selected commodities. As per the study, it is revealed that 

the rise in price of gold didn’t have indirect a relationship with the rise in price of crude oil. The 
changes in commodity market related to economic recession in USA, soft/hard landing and 

estimation of losses due to sub-prime crisis in USA, speculation over interest rates cut by FED, 
rise in global commodities prices, fluctuation in global crude oil prices etc. These are some 
fundamental reasons why global markets, especially the Indian stock market behave in a volatile 

manner based on developments in global markets.. The study conclude that the commodity 
market belongs to global market there is no impact on commodity market due to demonetization 

in India. 
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