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Dominant Events for the Japanese Yen 
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Currency Index Change 

Days EUR USD JPY GBP CHF AUD CAD SEK NZD 

5 1.26% -0.88% -2.76% -0.25% 0.85% 0.55% -0.23% 0.07% 1.38% 

20 1.92% -0.01% -8.69% 0.19% 1.69% 0.48% 0.28% 2.88% 0.36% 

130 5.58% -3.25% -16.60% 0.93% 4.42% 0.28% 0.84% 4.66% 3.08% 
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The later events, however, have upset the 
remaining Yen-bulls, as the currency has 
plummeted 3.1% on average across the board 
within the next two days. While a decision of the 
European Central Bank not to lower the key rate 
served as a catalyst and had an indirect effect on 
the worth of the Yen, the general trend of 
depreciation (already –16.6% during the last 130 
days) has been substantially accelerated by the 
decision of the Japanese government to push the 
economy away from the current detrimental 
direction and put it on the right track of growth 
and mild controlled inflation through 
expansionary fiscal policy measures, i.e. increased 
government spending. 

For some time the Japanese Yen has delayed its 
debasement, as the investors became suspicious that 
the actions of the Bank of Japan in conjunction with  
the Japanese government would undertake in order 
to stimulate the economy would fall short of broad 
expectations of the market. This has allowed 
behaviour of the Yen to resemble its usual pattern 
and gain value amid risk aversion that was triggered 
by an unceasingly growing unemployment rate in the 
Eurozone and constantly reappearing signs of a 
protracted downturn in bloc’s economic growth. As a 
result, the Yen currency index advanced more than 
0.6% beyond the base value. 
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Elevated Volatility (% of the observed period) 
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Surprisingly, the highest pace of change was 
demonstrated by the pairs that include the Swiss 
Franc—USD/CHF and EUR/CHF, volatility indices 
of which reached 2.9 and 3.1, respectively, during 
the last five trading days. Nevertheless, this is 
viewed as an isolated case that appeared after 
the ECB announcement and a reading on the U.S. 
unemployment claims, both of which seemingly 
disappointed a considerable portion of the 
market that has strongly reacted to the published 
news, anticipating different results to be released. 

Going forward, we believe the potential of 
market volatility is greater than the one we saw 
recently, as the effect of the debt ceiling issue in 
the United States is likely to be exacerbated by 
the monetary policy statement of the Bank of 
Japan to be released on Feb 14. 

Overall volatility in the market has been returning to 
normal levels. Dukascopy Bank Volatility Index was 
elevated merely 31% of the time, not 50 or 60 per 
cent observed earlier around the last days of 2012 
and the first days of 2013. Moreover, the maximum 
value attained by the measure of uneasiness was 1.7, 
which is well below prior peaks. Now turbulence 
mainly remains in the JPY crosses that continue to 
exhibit heightened sensitivity throughout the 
sessions, while activity of the rest of the currency 
pairs is commonly limited to London and New York 
trading hours, revealing one of the major differences 
between the pairs. Accordingly, the shares of cases 
when USD/JPY and EUR/JPY volatilities were above 
respective normalities were higher than variability 
indicators for their counterparts, exceeding 40%. 
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Days JPYEUR  JPYGBP JPYCHF JPYAUD JPYCAD JPYNZD JPYSEK 

5 0.76 0.86 0.77 0.79 0.84 0.7 0.74 

20 0.79 0.85 0.78 0.79 0.86 0.69 0.72 

130 0.66 0.73 0.66 0.66 0.76 0.59 0.57 

Average Correlation Coefficient (with JPYUSD) 

The tendency of correlations in JPY crosses is 
apparent—they are strengthening and are 
notably above the levels observed just six months 
ago, which were already quite high. This is true 
for all of the linkages observed, as measures of 
central tendency for the most recent samples (5 
and 20 days) significantly exceed the respective 
measures for a larger sample (130 days). 
Moreover, the stability and reliability of these 
point estimates is increasing, being that 
dispersions and ranges of the distributions have 
narrowed. 

The fact that all of the presented interrelations are in 
green tells that the Japanese Yen stays as a primary 
source and reason of variations in its crosses, 
maintaining independency. Changes of the Yen’s 
value in terms of other currencies are thus instantly 
and equally translated into the rest of possible 
combinations. The average correlation coefficient, 
even though being subject to small deviations, does 
not fall below 0.6 and for the most of the time 
fluctuates near 0.8, while the same measures for 
EUR and USD were only 0.4 and 0.5, accordingly. 
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Violin Plot 

Violin Plot is a combination of a Box Plot 

and rotated Kernel Density Plot 
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Disclaimer 
Everything in this article, including opinions and figures, is provided for informational purposes only and may not be interpreted as financial advice or solicitation of 
products. Dukascopy group assume no responsibility for the completeness or the accuracy of any data contained in this article. Financial figures indicated in this 
article have not been verified by the Dukascopy group. Views, opinions and analyses are those of the author of the article, and are not endorsed by the Dukascopy 
group.  
 
Dukascopy group waive any and all warranties, express or implied, regarding, but without limitation to, warranties of the merchantability or the fitness for a 
particular purpose, with respect to all information in this article. Dukascopy group shall under no circumstances be responsible for any direct, indirect, consequential, 
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