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Effects of gold's rising price to global economy

Tursunboev Asadbek Dilmurodjon o°g'li
The student of Tashkent state university of economics

E-mail: tursunboyevasadbek24@agmail.com

Supervisor: PhD Axmadaliyeva Niholaxon Foziljon qgizi

Abstract: The rising price of gold has a significant impact on the global
economy, influencing financial markets, central bank policies, investment
behaviors, and international trade. As a widely recognized store of value, gold acts
as a hedge against economic uncertainty, inflation, and currency fluctuations.
Understanding the implications of increasing gold prices reveals how it serves as a
refuge during economic downturns, influences monetary policies, and affects both
investment trends and consumer behavior. This analysis utilizes data from the World
Gold Council, the International Monetary Fund (IMF), and the Australian Bureau
of Statistics to provide a comprehensive view of gold's impact on the global
economy.
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The study focuses on analyzing gold price trends during key economic events
such as the 2008 global financial crisis and the COVID-19 pandemic, as well as the
subsequent shifts in investment behavior and central bank policies. It also examines
the economic impact on countries with significant gold mining industries and those
that rely heavily on gold imports.

- During economic downturns, gold's price tends to rise as investors seek safe-
haven assets. For example, during the 2008 global financial crisis, gold prices
surged from around $800 per ounce in 2008 to over $1,900 per ounce by 2011
(WGC, 2022). A similar trend was observed during the COVID-19 pandemic, when

gold prices increased from approximately $1,500 per ounce in early 2020 to a peak
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of $2,067 per ounce in August 2020 (WGC, 2022). These increases correlate with
periods of heightened economic uncertainty, demonstrating gold's role as a risk-
averse asset.

- Central banks hold significant gold reserves, which accounted for about 17%
of global above-ground gold in 2023 (IMF, 2023). As gold prices rise, countries like
Germany, the United States, and France, which have large gold reserves, benefit
from improved national balance sheets, providing greater flexibility in monetary
policy. This trend contrasts with emerging economies, which might increase gold
purchases to enhance their reserve positions during times of rising prices, such as
Turkey's gold purchases that exceeded 150 metric tons in 2022 (IMF, 2023).

- The rise in gold prices often shifts investment patterns. For instance, during
the second quarter of 2020, gold-backed ETFs saw net inflows of approximately
300 metric tons, equivalent to $16 billion, as investors sought safer assets amid
market volatility (WGC, 2022). This shift can lead to increased market volatility as
investors reallocate funds from riskier assets like stocks into gold. The increased
demand for gold-related investment products also boosts their valuations, although
it can contribute to potential bubbles in the market.

-Higher gold prices often reduce demand for gold jewelry, particularly in
countries where jewelry holds cultural significance. India, for instance, experienced
a 24% year-on-year decline in gold jewelry demand in 2022 as prices exceeded
$1,800 per ounce (WGC, 2023). However, higher prices can also encourage gold
recycling, mitigating some of the demand reduction. In contrast, in Western
countries, the rising price of gold can lead to increased investment in bullion as a
safe-haven asset, changing consumer spending behaviors.

-Gold-exporting countries such as Australia, Canada, and South Africa
benefit from increased revenues when gold prices rise. For example, Australia's gold
exports reached $24 billion in 2021, contributing significantly to its trade surplus
(ABS, 2022). Higher gold prices strengthen national currencies and support
economic growth in these countries. Conversely, countries reliant on gold imports,

like India, face higher import costs, contributing to trade deficits and inflationary
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pressures (IMF, 2023).
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1-pic. Gold price chart from 1995 to 2024.

The analysis of rising gold prices demonstrates their profound influence on
global economic stability. Gold's function as a hedge against risk becomes
particularly apparent during periods of financial turmoil, with prices increasing as
investors seek to preserve capital. This, in turn, impacts investment trends,
encouraging shifts from traditional equities into gold-backed assets, which can
increase market volatility. Additionally, the appreciation in gold prices provides
economic advantages to countries with substantial reserves or mining capacities,
while presenting challenges for nations reliant on gold imports.

The role of central banks is especially critical, as changes in gold reserves and
purchasing patterns can alter monetary policies and influence global exchange rates.
This interplay between gold prices, investment behaviors, and national economic
strategies underlines the importance of gold in the international financial system.

In conclusion, The rising price of gold significantly affects the global
economy, shaping investor behavior, influencing central bank strategies, and
impacting trade balances. The data from the World Gold Council, IMF, and
Australian Bureau of Statistics provide a quantitative foundation for understanding

these effects. While gold's rise can strengthen economies with robust reserves or
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gold production, it also introduces challenges such as inflationary pressures and
market volatility, which require careful management by policymakers and investors.
Understanding these dynamics is crucial for navigating the economic implications
of gold's fluctuating value and its role in promoting or undermining global economic

stability.
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