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On the contrary, the outlook for the Yen is not 
very optimistic, as after a tax hike on April 1 the 
economy is projected to slow down, bolstering 
the case the Bank of Japan will be forced to 
expand its stimulus programme. Currently, 
analysts believe that May’s policy meeting will be 
the most appropriate time for Kuroda to pull the 
trigger. Due to a lack of fundamental data on 
March 26 and 27 the Yen remained around the 
base value, however later, after a bunch of 
economic data failed to convince BoJ’s efforts 
were substantial enough to prepare the economy 
for a tax hike, provoked a sell-off of the Japanese 
Yen. Despite stable inflation figures, 
manufacturing data and growing uncertainty 
among central bank’s members resulted in a 
1.71% drop, as investors began pricing in further 
measures by the BoJ.  

The Japanese Yen was the worse-performing 
currency among nine major currencies, with the Yen 
index falling 1.71% during the last five trading days. 
The Yen declined recorded losses versus all other 
currencies, while the steepest declines were logged 
versus the loonie, Aussie and Sterling. Canadian 
currency posted a 1.32% gain over the period, as 
stronger-than-expected GDP figures for January 
eased some of the pressure on the Bank of Canada. 
At the same time, following the latest comments 
from the RBA and RBNZ the Aussie and Kiwi 
continued its appreciation, posting 0.97% and 0.22% 
gains respectively. Both economies are gaining 
momentum and with hawkish central bank’s view 
the appreciation is likely to continue.  
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The USD/JPY pair was driven by news both from 
Japan and the United States, however the highest 
volatility was observed amid a lack of any reports. 
USD/JPY volatility index soared to 1.90, hitting the 
highest level over the described period, as market 
uncertainty combined with speculations of 
further quantitative easing from the BoJ boosted 
risk-on appetite. This idea is also supported by a 
0.5% drop of the U.S. indices. The pair itself 
plunged to 101.92, however, later, following 
Fed’s Bullard’s speech and investment data in 
Japan, the pair was dragged to the lowest level 
over the period at 101.72. It is worth mentioning 
that even after a release of Japan’s inflation, 
unemployment and retail sales figures, USD/JPY’s 
volatility index remained around 0.65, as data 
came mostly in line with analysts’ forecasts.  

The USD/JPY was highly volatile over the observed 
period, with major spikes representing great 
opportunities for investors. Nevertheless, the 
elevated market volatility was observed only in 21% 
of the time– the second lowest among other major 
currency pairs. However, despite the fact the 
elevated volatility on NZD/USD was recorded only in 
20% of  the observed period, the pair managed to 
reach the multi-year high, while kiwi index soared to 
its historic high, meaning that the pair followed the 
trend without bouncing between important support 
and resistance lines, making any trade on the pair 
less risky. In contrast, the EUR/GBP pair’s volatility 
was above the average in 37% of the time, as an 
abundance of fundamental data from the U.K. and 
Europe resulted in pair’s high volatility.   
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Currency Significance 

The average correlation coefficient hit the 
period’s high of 0.68 on march 31, however, later, 
investors began losing their interest in the Yen, as 
Japanese currency lost 0.31%. Market’s focus 
moved away from Ukraine tensions, as risk-on 
sentiment boosted the Russian ruble and the 
Turkish lira, while precious metals and Japanese 
Yen lost their attractiveness. Moreover, after a 
rate hike on April 1, investors started to price in 
the upcoming disappoint statistics from Japan, as 
both households and companies will be left with 
less cash to spend, hence, domestic demand will 
deteriorate. The next BoJ press conference is 
scheduled on April 8, where policy makers can 
shed some light on future moves, however, what 
is more likely, Kuroda will once again claim bank’s 
readiness to act and his confidence in achieving 
the 2% inflation within the planned period.  

The world’s third largest economy unveiled its 
statistical data only on March 27, 30 and 31, 
however, Japanese Yen become investors’ attention 
grabber due to its safe-haven appeal. The average 
correlation coefficient posted sharp gains on March 
26, recovering from its weekly bottom at 0.36. 
Inflation report provided a small market impact and 
did not managed to attract investors, with the 
correlation coefficient rising only by 0.04. From the 
one hand, core inflation at 1.3% is a sign of Shinzo 
Abe’s success, who aims at ending decades of 
deflation in the world’s third largest economy. From 
the other hand, it is not enough to achieve BoJ’s 
ambitious 2% in two years.  
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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 

Interquartile Range 

Median 

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 
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.  
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