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Currency Indices

Relative Currency Strength
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nclex i 2014-03-24 ‘ 2014-03-25 : 2014-03-26 : 2014-03-27 ; 2014-03-28 _ Change, % g USD index ended the last week in a negative
| B territory, posting a 0.51% depreciation, as gains
7 [ 8. versus the single currency, Yen, Franc and Swedish
101 4 | ’ b 4 Krone were almost unremarkable (except SEK), while
| > loses against other major currencies were more
noticeable. The Australian Dollar was last week’s top
100 ----% i + Base performer, adding more than 2% to its base value as
| 5 even despite a lack of fundamental data, comments
o from Australian policymakers provided a significant
99 - || y g boost to the currency. RBA's Governor highlighted
% positive developments in the economy, saying the
> transition phase from mining-led demand is moving
9g 4| i | to its end. Central bank’s comments are pushing the
@ EUR @®USD @JFY @GBP CHF AUD @ CAD SEK @ NZD Aussie higher for the fourth consecutive week.
The greenback remained almost unchanged last ™" Usb change, %
Monday, staying around its base value amid a lack 127 1-22% e
of fundamental data from the world’s largest 10 L 10
economy. However, later, after a release of 0.5 Sy 041 % - 05
disappointing manufacturing PMI from Markit, g [ 00
the USD gauge moved to 99.93. On Tuesday new L | os
home sales dragged the index lower, while
durable goods orders a day later provided 07 092 % -1
additional support for the currency, helping it to  -15 , 15
stay around 99.64. On Thursday the Commerce g 171 % 169 % 6% 20
Department said the nation's GDP expanded 2.6% o At eeP ene AUD A NeD SEK
in the three months through December, more Currency Index Change
than the 2.4% reported earlier', however, weaker ‘ Days H EUR H USD H pY H GBP H CHF H AUD H CAD H SEK H NZD ‘
wfwrilleth:ouzs:z:f)ol groxzhnd?r:dlf/\tlzg ZZiIIan;rli\\//Si:\Sg' 5 -0.71% -0.51% -1.01% 0.51% -0.86% 2.06% 1.53% -1.86% 1.39%
B T ol rthan-ckcepted. data 20 -0.52% -0.39% -2% 1% 1.17% 4.46% -0.37% 1.72% 3.78%
dragged the USD index to 99.31. 130 2.21% 0.03% -4.37% 3.96% 2.93% -1.46% -7.79% -1.31% 5.4%
250 6.69% 1.16% -2.25% 9.99% 6.68% 13.62%  -8.84% -1.39% 1.62%
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Volatility 15:30 GMT

Volatility
Index _ 2014-03-24 . 2014-03-25 ‘ 2014-03-26 . 2014-03-27 ; 2014-1]331-&8)3-:28 ;Volatility,% A Markets are preparing fOf the ECB meet'ing, and tax
H | ; : ; A hike from the Japanese government that all will add
4 i i | i | {1 poa more liquidity, therefore, financial markets remained
- 0.114 4 rather calm over the week, as the elevated volatility
5 L ooss = was observed only in 24% of the time. The USD/CHF
¥ ' | ' | . 0,084 % currency pair was the most volatile last week, as a
i | ‘ | ‘ . ' - bunch of important fundamental data from the
2 i i [ ooes United States influenced the buck, while SNB’s
t ' ‘ ’ ‘ Pl L oos3 worrying comments about risks of deflation dragged
H | A (\J‘J\ ‘ Pl L goss market’s attention to the Swiss Franc. Moreover,
e v A iR R [ Normal gNBrs quarterly report resulted a 0.86% drop of the
N N \m\)( ! \M\,\]j i | 0023 quarterly rep . P
AN at AN - Franc. It is important to mention that AUD/USD was
‘ | | [ooos y E the least volatile pair, while it still managed to gain
Dukascopy Bank Volatility Index @EURUSD Volatility = more than 2% over the period, meaning that the pair
was steadily appreciating, without any spikes.
Due to a series of important fundamental events
from the 18-nation bloc and the United States, Elevated Volatility (% of the observed period)
the most traded currency pair’'s volatility
remained above the market’s for the most of the Market EURUSD | USDJPY |GBPUSD AUDUSD USDCAD USDCHF EURIPY EURGBP EURCHF USDSEK NZDUSD
time. On Monday, March 24 EUR/USD logged two
major spikes in volatility, as first market was
24 37 16 29 15 23 36 24 35 22 33 22

driven by the manufacturing and services PMI
from Europe, while U.S. flash manufacturing PMI
pushed the EUR/USD pair to 1.3875, while EUR/
USD volatility soared to 4.45 from 1.35
immediately after the release. EUR/USD was
highly sensitive to Friday’s report from the
Spanish National Statistics Office that reported on Market
a weaker-than-expected retail sales in Spain. On
the back of disappointing data the single currency
lost 0.20% against the greenback and turned Min 04 0.2 0.2 0.2 0.3 0.3 0.2 0.3 0.2 0.3 0.2 0.4
lower to 1.3712, while EUR/USD volatility index  aemee 08 09 07 08 08 08 09 08 09 08 09 08
climbed to 2.55.

Volatility Index (for the observed period)

EURUSD H USDIPY H GBPUSD HAUDUSD HUSDCAD HUSDCHF H EURIPY H EURGEP H EURCHF H USDSEK H NZDUSD ‘

Max 3 4.5 1.9 2.4 2.1 2.1 3.7 2.4 4 1.8 3.7 1.5
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Currency Significance

Correlations
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Durable goods orders is a leading indicator of
economic health, as higher intensions to make
huge purchases signal businesses’ confidence
about economic outlook. Therefore, the indicator
has a strong market impact even despite being
highly volatile. The same cane be said about the
unemployment claims and the GDP, as they all
play decisive role for the Fed in their assessment
of the economy. It seems that the
implementation of the forward guidance by the
Fed made each FOMC meeting less credible and
interesting for investors. Janet Yellen decided to
drop the reference to 6.5% unemployment,
stressing the necessity of the qualitative
assessment of the economy. With the Fed getting
more predictable, each fundamental report tends
' to have less impact on markets, therefore, the
average correlation coefficient reached 0.137.

07 08

— — 063

— 0386

— 0.09

A level of significance of American currency declined
on Monday as Europe’s statistics dragged market’s
attention. However, later after a release of the U.S.
manufacturing PMI from Markit the average
correlation index rocketed to 0.576, hitting the
highest level in a week. While PMI still remained in
the expansion zone, extremely cold weather
conditions dampened activity in the sector, raising
some concerns about the sustainability of economic
growth. On Tuesday an inflow of mixed fundamental
data from the United States kept the correlation
index around 0.55, however, even stronger-than-
expected consumer confidence had muted impact on
the U.S. Dollar.

Correlations (20 vs 130 days)

05

0.0 4

05

-1.0

— 05

— 0.0

- -0.5

- -1.0

USDEUR & USDJPY USDEUR & USDGBP USDEUR & USDCHF USDEUR & USDAUD USDEUR & USDCAD USDEUR & USDNZD USDEUR & USDSEK

Mean Correlation Coefficient (with EURUSD)

. Days | USDIPY = USDGBP = USDCHF | USDAUD @ USDCAD | USDNZD = USDSEK
5 0.35 0.89 0.28 0.18 0.34 0.71 0.17
20 0.55 0.85 0.31 0.23 0.36 0.73 0.13
130 0.34 0.62 0.67 0.27 0.24 0.43 0.42
250 0.33 0.63 0.75 0.36 0.34 0.42 0.54
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Confidence Intervals for Next 24 Hours 15:30 GMT
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+0h +4h +8h +12 h +16 h +20h +24 h +0h +4 h +8h +12 h +16 h +20 h +24 h
13897 | | - 1.3807 166 - | - 166
H H i i 1 i | 1 1 1 1 1 i 1
| | : 1 : : : : : : : : : :
i i | | 3 ! 1.3855 3 3 | | i w 1.65
13836 - | i | | 1384 1 13836 165 o | | | I 165 L 165
1 H ! ! ! |
| i : :
; i
L LT I e e e i S - 1.3775 L B e e e T s St et - 1.65
; ‘
! !
! !
i ! | :
| ! | i : I
1.3714 - | : i ! 1371  1.3714 1.64 - | i i ! 164 [~ 1.64
i i | | | ! 1.3695 ! ! | i i ‘ 1.64
H H i | | H | 1 1 1 | | i 1
: | | | | : : : : : : | ] :
13653 4 | : : : : : i L 1.3653 164 4 | i i i i i i - 164
95% confidence M 80% confidence W 70% confidence 95% confidence M 80% confidence M 70% confidence
USDJPY Potential Rates USDCHF Potential Rates
+0h +4h +8h +12h +16 h +20h +24 h +0h +4h +8h +12h +16 h +20h +24 h
1030151 - | - 103.0151 0.8925 o | — 0.8925
H i i H H i ] 1 1 1 1 1 i 1
! ! ! ! i i ‘ : : | ‘ : : ‘
: 3 3 i : : { 102.727 : : ; ; : ; 0.8898
1025975 - ! | | l 102.6199_ 10 597% o.8885 - | i | 1 0-8888 L 0.g385
1 I i 1 i ;
| ‘ |
i o . i .
! !
10218 —  E====s==s=ss=ssm=s=sssssss=ssskesssssssssssssiss=ss=sssssssssksssssessssseschessssssesssses |- 102.18 8895 |  f=======s==s==shs=sssssss=sss=sisssssssssssssskessssssssssssskescssssscssossiess=sss |- 0.8845
; !
! !
! !
1 | 1
| | i H ! N
101.7625 — ! i i : 101.7401 101.762% 0.8805 4 ! ; i ! 0.8807 — 0.8805
| | | | | | 101622 | | | | | |  0.8792
1 1 1 1 i 1 1 1 1 | | i | ]
: : : | | : : : : : : | : :
101.3449 4 | : : : : : ] L 101.344¢ 0.8765 - | i i i i i i L 0.8765
95% confidence M 80% confidence M 70% confidence 95% confidence W 30% confidence M 70% confidence

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 research@dukascopy.com



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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