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ABSTRACT
This study mainly examines the correlation between Gold and Silver for certain periods it includes, at the start of the
periods, the attempted cornering of the Silver and Gold market only. The prime truth is that one would not suppose to
necessarily see a stable relationship between Gold and Silver. Gold and Silver have in the past been seen as substitute
for one another, both being precious metals. There is importantconfirmation that these precious metals can play a useful
nature in diversify risk, plus being an attractive investment in their individual right, thus one maylook forward to the
prices splitsimilar dynamic. The tools used are correlation covariance. The study will help investors to know the
correlation and investors who will invest in Gold or Silver.
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I. INTRODUCTION
RISK:
Risk refers to the variability in returns from a security. Basically, the investors concentrate more an actual
outcome which is less than the expected outcome. If the range of potential outcome is wide then the risk will
also be high.

RETURN:
Return is one of the most important motivating factors which encourage investment. Return is the premium
given to the investor for making an investment. In order to determine the performance of investment manager,
it is essential to calculate the historical returns. These returns are also commonly used as a key input for
forecasting the returns in future.

Investment is the commitment of funds in an asset or financial instruments with the aim of generating future
returns in the form of interest or dividend. An investor has numerous investment options to prefer from,
depending on his risk and expectation of returns. Different investment options represent a different risk-
reward trade-off. Low-risk investments are those that offer assured, but lower returns, while high-risk
investments provide the possible to earn greater returns. Various investment options available are Bank
Deposits, Commodities  like Gold and Silver, Post Office Savings Schemes, Public Provident Fund, Company
Fixed Deposits and Stock Market options like Bonds and Debentures, Mutual Funds, Equity Shares and the
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like Investing in various types of assets is an interesting activity that attracts people. The price of products of
bullion market varies depending on the supply-demand balance. The Gold price over the years has been
increasing steadily. Gold and Silver are seen as the ultimate riskless investment, a hedge against inflation and
a safe heaven investment asset.India is one of the largest investment designation varying large numbers of
peoplemaking an investment in bullion commodities. The invested is including domestic and foreign
institutions. The primary objects of investment are to generate more income with minimum risk involved.

II. SCOPE OF THE STUDY
 The present study is focused on analyzing the risk-return on investment in Gold and Silver market.
 Studying the commodity price movements in the market.
 To help investors in decision making.

III. OBJECTIVES OF STUDY
 To study and analyze the commodity market of selected precious metals i.e., Goldand Silver.
 To study the price volatility among commodity market of selected precious metals i.e., Gold and

Silver.
 To study the risk and return on Gold and Silver

IV. RESEARCH METHODOLOGY
The source of data can be collected from Primary data & Secondary data. Primary data is that data which is
collected personally through the survey with thequestionnaire and by the observation method, but in my
project, everything is done with the historical values which has already there is websites. So my data
collection is from secondary data

Secondary data: Data is collected in following ways

 Websites,
 Textbooks
 Journals
 Newspapers...etc.

Period of study:
The period of the present study is consisting of three months rangingFrom Feb.2017 to Jan.2018.

V. SAMPLING:
Sample area: In bullion commodities, I have chosen non-agro commodities i.e. Gold and Silver

VI. HYPOTHESIS
H0- There is no significant relation between bullion commodities risk & return and market risk & return.

H1- There is a significant relation between bullion commodities risk & return and market risk & return.

VII. REVIEW OF LITERATURE
Dr. Shefali Dani and Riddhi Ambavale, in their study, found that Gold and Silver are the most popular
metals in India. Investors do invest in Gold and Silver with their other investment alternatives like stocks,
mutual funds, real estate property. The research is that before the year 2006, investors regularly make an
investment in Gold and Silver but they reduce their investment in such metals as the price of Gold and Silver
are at hike peak for the rear 2007 and they have chosen other option from the investment. In Silver, coins of
Silver are most popular among the investors. Form their study of the investors’ preference on investment on
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Gold and Silver by conduction research through the questionnaire, we can to know that investors areinvesting
in Gold and Silver depend on their income and savings with them.

Draper, faff et. Al. (2002) “Do Precious Metals Shine? An Investment Perspective”. Portfolios that contained
Gold, Silver, or platinum perform significantly better than standard equity portfolio. Therefore the astute
investors can minimize risk while maximizing returns.

Dr. G. Malyadri and B. Sufheer Kumar (2012) “A Study on Commodity Market” recalls that commodity
derivatives arrived in Indian as early 1875, barely about a decade after they arrived in Chicago. The
commodity market in India has experienced an exceptional boom in terms of the number of modern
exchanges, the number of commodities permitted for derivate trading as well as the issues to be settled for a
sustained development of the market.

Jaffe (1989)whileGold is quite risky as an individual asset; its returns are generally independent of those on
other assets. This suggests that Gold can play an important role in a diversified portfolio. ‘Especially in
recession and financial crisis, increasing Gold investment to a higher level can reduce account volatility and
protect one’s financial future in the long run.
Sherma, f. (1983) “A Gold Pricing Model” in his study presented that Gold markets behaved efficiently new
information is quickly incorporated into the price. Under conditioning of uncertainty, many investors turn to
Gold because it is a “currency without borders” – a highly liquid and secure asset that can be accessed at any
time. In times of economic distress, most asset classes tend to move in the same direction. Gold is correlated
to many assets, including equities and bonds. The economic forces that determine the price of Gold are
opposed to the forces that determine other financial assets. Therefore, Gold plays an important role as a
diversifier, acting as a stabilizing influence for investment portfolios. Thus a portfolio mix of equities with
Gold would result in a portfolio of assets moving independently, with low correlation.

VIII. STATISTICAL TOOLS

In this study, the following statistical tools are used to analyse the performance of the Gold and Silver.

• Standard Deviation

• Correlation

• Variance

• Beta

• Bar diagram

IX. DATA ANALYSIS AND INTERPRETATION:
Data analysis is for certain period of time i.e., Feb-2017 to Jan-2018(12 months) on Gold and Silver.

Table 1: Calculation of Mean

S.No variables Mean

1 Sensex 0.015113614

2 MCX -0.02642998

3 Gold 0.002299669

4 Silver -0.00972123
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Interpretation:
From the table, average return of Sensex and Gold are positive values i.e., o.0151136 and 0.002299
respectively. And value of MCX and Silver are negative values i.e., -0.026429 and -0.009721.

Table 2:Calculation of standard deviation

S.No variables Standard deviation

1 Sensex 0.035175024

2 MCX 0.082718597

3 Gold 0.019945064

4 Silver 0.031766679

Interpretation:
From the above table, MCX is the highest standard deviation value i.e., 0.082718 and Gold is the lowest
standard deviation value i.e., 0.019945
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Table 3:Calculation of variance

S.No Variables Variance

1 Sensex 0.001237282

2 MCX 0.006842366

3 Gold 0.000397806

4 Silver 0.001009122

Interpretation:
From the above table, 0.0068423 is the highest variance of MCX and 0.0003978 is the highest variance of
Gold.

Table 4:Calculation of beta

Variables Beta (Sensex) Beta (MCX)

Gold -0.12397 -0.12

Silver 0.03926 -0.1779

Interpretation:
Clearly, the table shows that Gold has negative values in both Sensex and MCX. It indicates that Gold moves
opposite to market direction. Silver has positive in Sensex and negative in MCX. It indicates that Silver moves
same direction as Sensex indices and opposite direction as MCX.

Table 5: Calculation of correlation and covariance

Variables Correlation Covariance

Sensexand Silver 0.24041 0.000269

Sensexand Gold -0.21863 -0.00015

MCXand Silver -0.46324 -0.00122

MCXand Gold -0.49766 -0.00082

Gold and Silver 0.247902 0.000157
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Interpretation:
Table shows that there is no relationship between Gold and Silver with market returns (Sensex & MCX).
Sensex and Silver are positive correlation and all other are negatively correlated. It indicate Silver and Sensex
are move in same direction and other are vice-versa. Gold and Silver are moves in same direction. Sensex and
Silver are positive covariance and others are negative covariance.

X. HYPOTHESIS TESTING
t-Test: Paired Two Sample for Means

market returns Gold returns

Mean -0.026429978 0.002299669

Variance 0.006842366 0.000397806

Observations 12 12

Pearson Correlation -0.497663828

Hypothesized Mean Difference 0

Df 11

t Stat -1.055986639

P(T<=t) one-tail 0.156807597

t Critical one-tail 1.795884819

P(T<=t) two-tail 0.313615195

t Critical two-tail 2.20098516

t stat value 1.055 is less than the t critical value 2.20098516. So we failed to reject H0. Hence, there is no
significant relation between Gold returns and market returns.

t-Test: Paired Two Sample for Means

market returns Silver returns

Mean -0.026429978 -0.009721227

Variance 0.006842366 0.001009122

Observations 12 12

Pearson Correlation -0.46323962

Hypothesized Mean Difference 0

Df 11

t Stat -0.570704774

P(T<=t) one-tail 0.289835665

t Critical one-tail 1.795884819

P(T<=t) two-tail 0.579671329

t Critical two-tail 2.20098516

t stat value 0.570704 is less than the t critical value 2.20098. So we are failed to reject H0. Hence, there is no
relation between Gold return and market returns.
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I. FINDINGS
 Gold and Sensex are positive returns compare to Silver and MCX.
 Standard deviation of MCX is the higher and Gold is lower. It means total risk of the MCX is highest.
 Gold variance is lowest compare to Silver variance.
 Gold and Silver moves opposite to MCX indices. Gold moves opposite and Silver moves same direction.
 Gold and Silver, Sensex and Silver are positively correlated other are negatively correlated.

XI. CONCLUSION
In order to evaluate the data, correlation, beta, standard deviation, mean are used. Gold and Silver has low
price movement compare to Sensex and MCX. Silver moves in same direction with Sensex indices. Gold and
Silver are positively correlated and covariance. Gold and MCX, sliver and MCX are negatively correlated. It
indicates Gold and Silver moves opposite to MCX. Investor can invest in Gold and Silver when MCX has
falling.
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