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On Wednesday, the UK Pound showed strength in 

the second part of the day, and the currency’s 

index surged as high as 100.8 points. The move was 

mainly caused by meeting minutes of the Bank of 

England, which showed more hawkish than 

expected stance on inflation from the regulator’s 

side, as it expects a pickup as soon as in the 

beginning of 2016. On Thursday, the Pound 

remained positive, even though optimistic public 

sector net borrowing data failed to provide the 

currency with additional bullish impetus. 

Nevertheless, growth resumed on Friday and the 

Sterling finished the period with a rise of 1.35%, 

while disappointing GDP numbers have only had a 

short-term negative impact on the Pound on 

Tuesday. 

The British currency stayed strong throughout the 

vast part of the period from April 22 till April 28, by 

out-performing the majority of its counterparts and 

registering the second largest gain on a weekly basis. 

Except the first part of Wednesday, the Sterling 

traded well above the baseline in course of other days 

of the period. Until Friday, the Pound was leading 

market gains; however, a strong advance in the value 

of the Australian Dollar pushed GBP to the second 

place. In the meantime, last week’s major losers used 

to be the US Dollar and Swiss Franc, as both of them 

posted an equal slump in value that amounted to 

1.73%. 
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It seems that volatility of the British Pound was in 

many cases driven by news from outside the UK, 

even though domestic data releases have also had 

a major impact on performance of this currency. 

On Wednesday and Thursday, the Sterling stayed 

turbulent amid meeting minutes from the Bank of 

England and previously-mentioned data UK public 

finances. Alongside, the second highest volatility 

spike took place on Friday, which was caused by 

IFO’s business climate data for Germany that 

posted a continuous improvement. Meanwhile, the 

biggest turbulence was registered on Tuesday, 

when market participants reacted strongly to 

considerably worse-than-forecasted UK GDP data. 

Numbers revealed that British economy grew just 

0.3% in the first three months of 2015. 

As can be seen from the main volatility chart, 

periods with exceptionally high turbulence 

indicators were usually changed by time slots 

with low volatility of the Pound. The portion of 

elevated GBP volatility at 33% was slightly below 

that of the market average of 36%. The highest 

elevated volatility indicator was posted by GBP/

CHF currency pair, as this cross used to be 

increasingly volatile in 50% of all time. On the 

other hand, GBP/AUD registered the lowest 

volatility among all major currency pairs of the 

Sterling, as it remained tranquil in 86% of all time 

during the period from last Wednesday until 

Tuesday of this week. 
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Currency Significance 

For both weekly and monthly periods, the correlation 

between GBP/EUR and GBP/USD crosses has a net 

negative number of –0.01. While these two currency 

pairs of the Pound are the most traded ones, their 

correlations are also having a downward pressure on 

the composite. Despite starting the last period on a 

positive note, the Sterling’s significance fell noticeably 

on Thursday, as five major components plunged 

significantly below zero, following a series of 

disappointing data releases on both European and US 

manufacturing activity. Nevertheless, positive statistics 

from Germany on Friday gave the composite a chance 

to rebound. Thus, on Tuesday the correlations managed 

to reach their weekly highs, by hitting 0.60 points as 

GBP currency pairs had a very similar negative reaction 

on UK economic growth data that day. 

Significance of the GBP, calculated as an average 

correlation between different crosses of this 

currency, was at rather high levels during the 

reported trading period. It can be observed that 

the composite developed in many ways on a 

positive side from the historical average level of 

0.35, as the mean correlation coefficient stayed at 

0.37 points. Especially high correlations of different 

Sterling’s currency pairs were seen in the beginning  

and in the end of the period, while weekly lows 

were reached in the night between Thursday and 

Friday just around 0.10 points.  
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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 
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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, 
contingent or any other damages sustained in connection with the use of this article. 
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