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An AnALYsis oF reLATionsHiP 
BeTWeen sPoT PriCe AnD 
FUTUre PriCe oF siLVer in 
mCX: APPLYing Co-inTegrATion 
AnD CAUsALiTY TesT

Khan Ferojuddin M. A.1 and Ramani L.2

ABsTrACT
The key research objective of the study was to  analyse the nature of relationship 
between future and spot prices of Silver in Indian Commodity Market (MCX) using 
Johansen Co-integration and Granger Causality Test. The data were taken from 
MCX Year Books, with data from April 2004 to December 2010. MCX has stopped 
publishing Year Books, last being Year Book 2011. While latest (raw) data could 
have been taken from the site of MCX itself for the period from 2004 to date, it was 
thought to examine the data given in the Year Book  only, which is smoothened by 
MCX itself. While the exact spot price given for months respectively in the Year Books 
were taken, but to get the month wise future price of copper, same had been taken 
by taking the average of opening and closing future price of every month given in 
the Year Books. The various models used in the analysis were Augmented Dickey 
Fuller Test (ADF), Johansen Co-integration Test and Granger Causality Test. Non-
stationary data were converted to Stationary data wherever it was required for 
better interpretation. The results showed that Silver Spot and Silver Future prices 
were Co-integrated and both of them do not granger cause each other.
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