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Japanese Trade

Balance

RBA Meeting
Minutes

Eurozone PM|

UK CPI and Bank
Stress Test Results

German ZEW
Economic Sentiment
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® Relative Currency Strength 15:30 Gt

Currency Indixes
The JPY Index was located well above the main

Index Wed, 10 Dec Thu, 11 Dec Fri, 12 Dec Mon, 15 Dec Tue, 16 Dec  Change, %
103 3 5 ™ 5 —1s 4 baseline for the whole time period between
- 2.5 § December 10 and December 16, as the currency
102 4 T g registered the fastest weekly advance among all
o [ i'S S majors. However, it is worth pointing out that JPY
| ’ L os dominated its counterparts only in the end of the
100 — Dl = ---------- _ 0o - Base period, while on December 11-12 the leadership was
W o oos taken by the New Zealand’s dollar. Nevertheless, the
7 n ! g Yen added 2.03% over five trading days, with posting
o | : _;5 § the fastest rise against the Loonie and Swedish Krona
L s 5 by 3.69% and 3.35%, respectively. Meanwhile,
o E'UR oD ® m‘, e CH'F T ULD ' T T . v Canadian dollar dropped the most, losing 2.07%.
Change, % JPY Change, %
While the majority of currencies, including US,
Australian and Canadian dollars started the ] 269 % - o
period with an immediate decline, the Japanese . 296 % .
yen increased up to 101 points already in the first
day on December 10. The strong advance was, 2 Sk 165 % -2
however, rather surprising, as country’s statistical | 103% 0.98 % . »
data on core machinery orders and activity in the -
services industry used to be much worse than 5 0
estimated. The middle of the period was marked o v GBP CHF AUD CAD NZD SEK
with a rather calm development of the currency, Currency Index Change
except Monday’s morning, when optimistic ‘ Days H EUR H usD H JPY H GBP H CHF H AUD H CAD H NZD H SEK ‘
results of lower house elections in Japan were 5 0.85% -0.22% 2.03% 0.22% 0.97% -1.27% -2.07% 1.19% -1.69%
announced. Meanwhile, on Tuesday the Yen 20 1.41% 1.45% 1.62% 2.38% 1.43% -4.6% -1.5% -0.1% -1.95%
surged the most and reached 103 points on 130 1% 10.09% -5.31% 1.48% 2.64% -4.25% 2.38% -1.99% -5.66%
positive data both locally and from abroad. 250 -1.73% 9.05% -5.28% 5.1% 0.12% -0.36% -1.5% 2.13% -7.55%
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Volatility

Index Wed, 10 Dec Thu, 11 Dec Fri, 12 Dec Mon, 15 Dec

Volatility

Tue, 16 Dec

Volatility, %
! | 0.189

— 0.172
— 0.154
— 0.137
— 0.119
— 0.102
— 0.084
— 0.067

|| 0.049

— 0.032

Dukascopy Bank Volatility Index @JPY Volatility Index

Fundamental data on machinery orders and
tertiary industry activity in Japan were strongly
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Even though it may seem that for the most part of
period volatility of the Yen was rather quiet, its index
was above 1.5 points almost all the time. Especially
strong impetus to the turbulence index was provided
on Wednesday of the previous week and Tuesday of
the current week. Concerning elevated volatility
indicators, the Yen posted unusually high results,
because it exceed the “normal” zone during 91% in
course of the December 10-16 period. Moreover,
GBP/JPY currency pair was volatile in 96% of the
observed time period. Elevated turbulence for all JPY
currency pairs exceeded the market average of 58%,
which can also be considered as rather high,
compared to a number of weeks before.

Elevated Volatility (% of the observed period)

fuelled by interest rate decision of the Reserve

SEKIPY ‘

Bank of New Zealand and its monetary policy Market JPY EURIPY | USDIPY | GBPIPY CHFIPY | AUDJPY | CADJPY | NZDIPY
statement, which drove the overall volatility
index of the Japanese yen above 2.5 points oL L = - oe = . & e =L
already on Wednesday. Except Thursday, the
period was rich on other statistical data in Japan
and from all around the world, which held the
Yen’s volatility above the baseline around 1.5-2 Volatility Index (for the observed period)
points. On Tuesday, however, the indicator Market PY H EURIPY H USDIPY H GBPIPY H CHFIPY H AUDIPY H CADIPY H NZDJPY H SEKIPY |
reached its weekly maximum at 3.91 points, the Max | 456 | 391 313 369 331 302 312 29 658 1108
highest level in many weeks, mostly due to data :

0 ; Min 0.63 0.81 0.79 0.8 0.75 0.75 0.61 0.7 0.44 0.62
on Japanese trade balance, PMI indicators in

Average 1.22 1.47 1.51 1.58 1.64 1.47 1.27 1.36 1.37 1.7

some Eurozone’s countries, RBA’s interest rate
decision, falling UK inflation and other factors.
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Currency Significance

Correlations

Wed, 10 Dec Thu, 11 Dec

JPYEUR & JPYUSD
JPYEUR & JPYGBP
JPYEUR & JPYCHF

JPYEUR & JPYAUD

JPYEUR & JPYCAD

JPYUSD & JPYGBP

JPYUSD & JPYAUD

JPYUSD & JPYSEK

JPYGBP & JPYCAD

JPYAUD & JPYCAD

Fri, 12 Dec

B NN [N e

Wednesday, December 17, 2014
15:30 GMT

Mon, 15 Dec Tue, 16 Dec

Correlation .
~ oo It seems that the previous week was rather unusual

not only in terms of high volatility and strong gains of
the Yen itself, but also because of very strong
correlation between different JPY crosses. At the

same time, we should notice that the Yen’s
composite was swinging both above and below the
average level for almost equal periods of time. The

short-term correlations during the period between

— 07

JPY/EUR and other crosses of the Japanese currency

— 049

ranged from 0.58% to 0.95%, marking very high

-1 -09 -0.8 0.7 -06

correlation coefficients. Moreover, the 5-day values

@ averana

Almost all parts of the period were remarkable
with synchronized developments in absolutely all
yen’s correlation components. It seems that
fundamental data had quite the same influence
on the majority of currency pairs with the
Japanese yen. The composite itself reached the
maximum levels just below 0.90 for two times—in
the beginning and end of the period. From Friday
till Tuesday’s morning correlations stood around
the average level of 0.72. Taking into account the
minimum significance level of the composite, it
s reached on Thursday around 0.55 points,
hen a lot of important fundamental statistics
utside Japan had some particular impact
ncy pairs, especially on those

-0.5 -04 -03 -02 -0.1 0 0.1 02 03 04
exceed 20-day ones by, on average, 0.10-0.15 points.
Correlations (5 vs 20 days)
0.0 H — 0.0
05 - -05
1.0 - -1.0

JPYEUR &
JPYUSD

JPYEUR &
JPYGEP

Mean Correlation Coefficient (with JPYEUR)
ey ] JpyusD | JPYGBP | JPYCHF | JPYAUD | JPYCAD | JPYNZD | JPYSEK

JPYEUR &
JPYCHF

JPYEUR &
JPYAUD

JPYEUR &
JPYCAD

JPYELUR &
JPYNZD

JPYEUR &

ok JPYSEK

5 0.8 0.86 0.95 0.61 0.78 0.58 0.83
20 0.56 0.6 0.72 0.95 0.42 0.56 0.45 0.77
130 0.47 0.55 0.6 0.92 0.41 0.48 0.34 0.69
250 0.62 0.65 0.91 0.44 0.5 0.4 0.72
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Confidence Intervals for Next 24 Hours 15:30 GMT

EURUSD Potential Rates GBPUSD Potential Rates
+0h +4h +8h +12 h +16 h +20h +24 h +0h +4 h +8h +12 h +16 h +20 h +24 h
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95% confidence M 80% confidence W 70% confidence 95% confidence M 80% confidence M 70% confidence
USDJPY Potential Rates USDCHF Potential Rates
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; ! : : : i ] : : : : :
1182192 - | | } l 118.2673 1182193 0.97 4 ! i | 1 097 L 097
i | " 1 | 1
: ‘ : B
: _ N i .
g !
117,12 — R - 117.12 I R e e e S I~ 0.96
| 1
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EXPLANATIONS

Violin Plot Methodologies
Violin Plot is a combination of a Box Plot Volatility Index
and rotated Kernel Density Plot Confidence Interval
A
Median

Interquartile Range

Values of Observations

v

Relative Density
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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.

ascopy group waive any and all warranties, express or implied, regarding, but without limitation to, warranties of the merchantability or the fitness for a
ular purpose, with respect to all information in this article. Dukascopy group shall under no circumstances be responsible for any direct, indirect, consequential,
or any other damages sustained in connection with the use of this article.
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