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Abstract: In face of the continuously falling U.S. dollar in recent years, the Chinese foreign exchange reserve has been
facing shrinking risks, and the international gold price has repeatedly risen to new records. As a result, to increase gold
reserves has been widely called for both at home and abroad. Therefore it is necessary to take a serious look at the
relationship between the U.S. dollar exchange rate and the gold prices. Theoretical analysis shows that the U. S. dollar is
currently facing dual difficulties, that is , to guarantee the international liquidity needs on one hand and to ensure the stable
intrinsic value on the other. The empirical research using the monthly data between 1973 and 2010 shows the long—term
negative correlation between the U.S. dollar and gold price, and investment in gold remains an effective tool to hedge against
the risks related to the U.S. dollar. Therefore, gold still plays an important role in the current international monetary system.

Keywords: International Gold Price; Dollar Exchange Rate; International Monetary System; Co—integration Test

86 /2011.5
STUDIES OF INTERNATIONAL FINANCE



