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The period has started in a neutral way for the 

British pound, as on Wednesday the GBP Index 

was mainly staying around 100 points, as lack of 

UK data kept from country’s currency broadly 

unchanged. On Thursday, the Bank of England 

made its scheduled decision on interest rates and 

asset purchase facility, which in accordance with 

expectations remained completely unchanged. 

No signals of monetary policy tightening provided 

the Pound with the most significant decline of the 

week, as GBP Index fell to 99.5 points. 

Meanwhile, towards the end of period the Pound 

advanced on international news, even though 

some short term weakness was caused by UK 

inflation which slipped to 0.5%. 

In contrast to our previous analysis of the British 

pound before Christmas, during the very last January 

7-13 period this currency performed much better, as 

it used to be the third most successful performer on 

the market. Despite that, the overall trend was 

mixed, as the GBP index was swinging around the 

baseline from both sides for most part of the week. 

Overall, the Pound added 0.46% in five working days, 

underperforming only to the Japanese yen and 

Australian dollar which surged 1.23% and 1.79%, 

respectively. Among GBP pairs, the most noticeable 

increase of 1.88% was registered by GBP/SEK. 
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In Eurozone, the CPI fell 0.2% in December for the 

first time since 2009. On the other hand, US 

employers created 252,000 jobs the same month. 

Despite all, this important fundamentals used to 

have little impact on the Pound. Returning back to 

elevated volatility, Britain’s 23% still was able to be 

higher than market average of 20%. The most 

turbulent GBP cross was the Cable and GBP/JPY, as 

they were volatile in 40% and 35% of all time, 

respectively. All in all, the maximum volatility index 

of the pound stood at 1.91 points. Among currency 

pairs, it seems that Swedish krona contributed a lot 

in terms of movements, as the highest volatility 

reading stood at 3.03 points for EUR/SEK currency 

pair last week. 

Except some local spikes in the GBP volatility on 

Friday and Tuesday, it used to be rather calm in 

terms of turbulence. This could be also reflected in 

the elevated volatility index, which was on the 

upside only during 23% of the whole period and in 

77% of all time stayed below the average line. 

Some local turbulence increases were, as usually, 

provided by very specific fundamental data 

releases, which included UK manufacturing 

production back on Friday and Britain’s inflation. 

While the former rose 0.7% in November of the 

previous year, the UK CPI dropped to 0.5% in 

December, down from 1% a month before. 
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Currency Significance 

There was one episode of collective strengthening 

in the component correlations—on Thursday when 

the Bank of England held its monthly meeting which 

resulted in no changes for both the interest rate and 

asset purchase facility. The fast change was largely 

caused by one big component exiting the negative 

zone, namely GBP/USD with GBP/NZD. Moreover, 

on that day the weekly maximum was hit at 0.52 

points. This level, however, was reached for the 

second time the next day, when market was waiting 

for both positive Canadian and US labour market 

data, and GBP/USD & GBP/CAD correlations jumped 

as high as 0.7 points.  

As was seen in both Currency and Volatility Indexes, 

the main catalyst for the Pound was statistical news 

exactly from the United Kingdom, mainly due to 

high importance of indicators released. The 

observation was well supported by the Pound 

significance measure that was located above the 

baseline for more than 50% of all time in the period, 

even though the average level itself was not high 

and stood only at 0.33 points. Correlations between 

different GBP crosses were around 0.40 points since 

Thursday, only registering a short-term decline 

below the average level on Monday. Nevertheless, 

the currency’s significance managed to recover and 

close the period at 0.42 points. 
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Confidence Intervals for Next 24 Hours 
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Violin Plot 

Violin Plot is a combination of a Box Plot 

and rotated Kernel Density Plot 

EXPLANATIONS 

Methodologies 

Volatility Index 

Confidence Interval 

mailto:research@dukascopy.com
http://www.dukascopy.com/video/pdf/2012/04/19/Volatility%20Index.pdf
http://www.dukascopy.com/video/pdf/2012/04/19/Confidence%20Interval.pdf


Dukascopy Bank SA,  Route de Pre-Bois 20,  International Center Cointrin,  Entrance H,  1215 Geneva 15,  Switzerland tel:  +41 (0) 22 799 4888,  fax:  +41 (0) 22 799 4880                           research@dukascopy.com 

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 
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