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i Relative Currency Strength 15:30 GMT
Currency Indices
Index 2014-03-14 2014-03-17 2014-03-18 2014-03-19 2014-03-20 Change, % § ) ) " .
: — ; ; : - S Euro index once again was “the best of the worst
: ;?:,r kind of performer in the last 5 trading days. It
1005 - | Yo Los ° outperforrnec_:l only three, was surpassed by ﬁ\{e
’[\ e O | currency indices and ended the period of analysis
WA j‘b": Bl ¢ ,Q \_,_/ ) ‘v?/w“ o~ below the' base (openiqg) val'ue. There were few
100.0 T8y ;'\):7: - iy V. .’ B oo~ T 0 - Base factors VYhICh had the biggest impact on that. First,
; W2 O ‘W‘ 3 o A i substantialy worse than expected ZEW data on
oos | | L ! , I o Tuesday. The gauge slid below the value of 50 for the
; g first time since October, 2013. This caused Euro
i § index to loose 0.22%. Second, arguably the most
99.0 4 | L ; 3 ; N[l S important, factor was yesterday’s EU Economic
! Summit which highlighted the tension between the
5 L 5 3 5 i J EU and Russia due to events in Crimea.
® EUR @ USD @ JPY ® GBP CHF AUD @ CAD SEK ® NZD
Change, % EUR Change, %
The period, however, started well for the Euro 10 T 10
index as it managed to gain 0.31% on the back of
better than expected Eurozone Employment - | os
Change and worse than expected US PPI 032 %
numbers. Worse than expected Eurozone PPI 0.06 %
numbers on Monday, however, dragged the Euro ak — 00
index back to the base value. 021%
05 " - 05
In the period of analysis we observed one of the 061 % T 08
rare cases when Euro posted gains against Swiss UsD = GoP CHF AUD CAD NZD SEK

franc despite the 1.2 gap held by the SNB. This
happened due to the worse than anticipated
German ZEW data on Tuesday which indicated Days EUR usD IPY GBP CHF AUD CAD SEK NZD
possible hardships for the Swiss economy as well.

Currency Index Change

5 -0.12% 0.58% 0.02% -0.13% -0.45% 0.74% -1.15% 0.12% 0.35%
20 -0.05% -0.55% -0.47% -1.51% 0.18% 0.12% -1.94% 1.55% 2.52%
130 3.44% 1.21% -3.61% 3.95% 4.93% -4.34% -9.56% 0.51% 3.4%
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It greatly boosted confidence in the single
currency. The last, but not he least being German
Constitutional Court Ruling and ZEW Economic
Sentiment on Tuesday. Both of these combined
sent rather mixed signals as court ruling allowed
Germany's participation in bailout fund which
caused some relief in the area, but ZEW data
suggested that Germany might not be doing well
economically at the moment. This should have
caused some headache for some officials and
Germany’s economic partners. It could be argued
that due to the political tension in Crimea,
yesterday’s EU Economic Summit might have
longer term impact as well. However, it is a bit
too early to talk about that and besides, the
summit is equally likely to boost and to decrease
the risk appetite in the markets.
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Volatility levels in the financial markets are
remaining subdued. It could be easily argued that if
not FOMC Economic Projections, Statement and
Press Conference on Wednesday we would be seeing
even lower levels of volatility as elevated volatility in
the market, and in the most of currency pairs,
remains below the historical 30-35% level. Besides
that, average volatilities are below their usual (long
term) values in all of the cases. In general, it could be
argued that three periods pretty much defined the
last period of analysis. First one being the already
mentioned FOMC Economic Projections, Statement
and Press Conference on Wednesday. Second being
the Eurozone Employment Change and US PPI
numbers on Friday.

Elevated Volatility (% of the observed period)

Market EURUSD | USDIJPY |GBPUSD AUDUSD USDCAD USDCHF  EURIPY EURGBP EURCHF USDSEK NZDUSD
24 30 26 33 22 33 21 29 21 36 28
Volatility Index (for the observed period)

Market || EURUSD ‘ uspIpy H GBPUSD HAUDUSD H USDCAD H USDCHF H EURJPY H EURGBP H EURCHF H USDSEK H NZDUSD ‘
Max 3.1 3.6 36 45 33 43 43 26 1.8 2 3.3 3.9
Min | 04 | 02 0.3 0.2 0.3 0.3 0.2 0.3 0.3 0.2 0.2 0.3
Average 0.9 0.8 0.9 0.9 0.9 0.9 0.9 0.9 0.8 0.8 0.9 0.9
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After that, the gauge started to slowly trail lower.
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Significance of the Euro in the financial markets,
expressed as average correlation between various
Euro crosses, decreased dramatically in the period of
analysis; opened at 0.25 and closed at 0.09. Once
again, very few factors had impact on this— FOMC
Economic Projections, Statement and Press
Conference on  Wednesday and  German
Constitutional Court Ruling and ZEW Economic
Sentiment on Tuesday. Average correlation was
steadily rising until Tuesday in anticipation of the
courts ruling. It might be that the gauge would be to
remain around 0.4, but worse than expected ZEW
numbers caused traders to look for other trading
opportunities in the markets.

Correlations (20 vs 130 days)

That’s until FOMC related events on Wednesday
took place. This was the first FOMC for the new
Chairperson, Janet Yellen, which attracted even
higher attention of the traders although, most
likely, these events would have been a highlight
of the week anyway. This dragged the gauge from
0.22 till 0.07 and that where it ended the period.
There was a slight increase in the value of the

05
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average correlation on Thursday. It peaked fill
0.14 when EU Economic Summit started, but
returned below 0.1 shortly after.

EURUSD & EURJPY EURUSD & EURGBP EURUSD & EURCHF EURUSD & EURAUD EURUSD & EURCAD EURUSD & EURNZD EURUSD & EURSEK

Mean Correlation Coefficient (with EURUSD)

We are seeing higher degree of convergence ‘ Days

| EURJPY  EURGBP @ EURCHF | EURAUD | EURCAD | EURNZD = EURSEK

between correlations of various Euro crosses with 5
EUR/USD due to political tension in Crimea and 20
ess informational noise from other regions. 130

250
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0.26 0.59 0.24 0.03
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Confidence Intervals for Next 24 Hours

GBPUSD Potential Rates

EURUSD Potential Rates

— 1.66

— 1.65

— 1.65

— 1.64

— 1.64

+24h

65

1.

1.64

— 1.3882

— 1.3839

— 1.3795

— 1.3751

— 1.3708

+24 h

1.384

1.375

1.3738

1.3795

W 80% confidence M 70% confidence

95% confidence

M 70% confidence

M 80% confidence

95% confidence

USDCHF Potential Rates

USDJPY Potential Rates

+24 h

+24 h

— 0.8899

— 0.8863

— 0.8828

— 0.8793

— 0.8757

0.8875
0.8866

0.879

— 103.189¢

— 102.29

2

— 101.390

102.7735 102.739¢

102.886%

101.80p9 101.8401

101.693%

103.1898 —

102.7399 —|

102.29 —|

101.3902 —

W 70% confidence

M 80% confidence

95% confidence

M 70% confidence

W 80% confidence

95% confidence

research@dukascopy.com

opy 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



mailto:research@dukascopy.com

£ DUKASCOPY & MARKET RESEARCH

Swiss Forex Bank & Marketplace

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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