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Dominant Events for the U.S. Dollar
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Currency Indices

Relative Currency Strength
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15:30 GMT

Index 2014-03-31 2014-04-01 2014-04-02 2014-04-03 2014-04-04 Change, % .
: : : : : _ 4 2> After starting a week at a base value, almost all
1010 | | N S E major currencies ended a period with a high level of
5 divergence, with three currencies posting gains,
1005 - | j L Los S while six remaining logged modest losses. For a
§ ! i~ second straight week, the Aussie and loonie were the
100.0 g Ol el .. At " aY- T _________________ _ o | gae top performers, adding 0.75% and 1.09%
; : .] respectively. At the same time, Swedish Krone and
so5 _ Al o5 g New Zealand Dollar recorded losses around 0.6%.
s Regarding the USD index, the currency logged a
99.0 i oL 1 % 0.29% gain, depreciating only versus two out of 8
| | it 5 major currencies. It is important to mention, that
even despite hints of the quantitative easing
%S ’ I ! programme from the ECB, the single currency lost
@UR @USD @Y @ GBP CHF AUD @ CAD SEK @ NZD only 0.12%.
The U.S. Dollar remained around its base value on ™™ Usb Change. %
Monday and Tuesday, and even Janet Yellen’'s 07 0.9 % - 10
pledge to continue stimulating the world’s largest 056 5 069 %
economy were not able to push the currency 0.5 0.43 % 042 % L 05
o o 0.31 %
lower. Yellen cited still weak labour market as the
main reason for a prolonged period of asset- e 00
buying. First major move was recorded on April 2 : '
after a release of the ADP payrolls that surprised
markets to the downside, however, still posting a 0.5 7 -0.45% 05
solid gain. The index advanced 0.25% and 062%
4 ¥ Dt 5 EUR JPY GBP CHF AUD CAD NZD SEK
continued its appreciation later on during the
week. Last week’s main highlight was Friday’s Currency Index Change
jObS report, while Thursday's jobless claims onIy ‘ Days H EUR H usD H 1PY H GBP H CHF H AUD H CAD H SEK H NZD ‘
made the situation for the Fed more complicated. 5 -0.12% 0.29% -0.14% -0.11% -0.3% 0.75% 1.09% -0.66% -0.6%
Nonetheless, the USD index hit its weekly high of
100.60. Friday’s statistics came almost in line with 20 -1.25% 0.13% -0.07% -0.87% -1.52% 3.73% 1.68% -2.86% 2.06%
analysts’ forecasts, disappointing markets, and 130 1.7% 1.13% -5.56% 3.74% 2.05% -0.33% -5.86% -2.48% 5.34%
resulting in a USD’s drop. 250 5.78% 0.31% -5.29% 9.44% 5.39% -11.3% -7.29% 0.04% 2.91%
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Volatility 15:30 GMT

Volatility
Index . 2014-03-31 ‘ 2014-04-01 ‘ 2014-04-02 ; 2014-04-03 ; 2014-04-04 : ;Volatlllty,% A FIash CPI from the EUI"OZOI’]E, Janet Ye”en,s
: | | | | P[00 comments, RBA’s rate decision, Mario Draghi’s
257 i i i i {1 Loors comments and important fundamental data from the
| 0.068 = U.S. All these events were not able to shake markets,
2.0 | 0,059 g while elevated market volatility was observed only in
3 18% of the time. What is more important, that the
1.5 - [ 00! most traded currency pair remained relatively calm
[ o042 even despite clear dovish comments from Mario
10 dor ‘ _poo3a | Normal Draghi and less confident Janet Yellen’s statement.
L 0.025 At the same time, the EUR/GBP pair was the most
os | | 0017 3 volatile, as weak manufacturing, construction and
' 3 services PMI resulted in sharp losses of the Sterling,
0008 y < while Carney warning provided additional boost to

Dukascopy Bank Volatility Index @EURUSD Volatility the Britain’s currency. BoE’s Governor claimed
markets should prepare for higher rates soon.

The first major spike in EUR/USD’s volatility was

recorded on Monday, as inflation rate from Elevated Volatility (% of the observed period)
Europe came at a four-year low at 0.5%,
intensifying the view the ECB will have to pull the Market EURUSD | USDJPY |GBPUSD AUDUSD USDCAD USDCHF EURIPY EURGBP EURCHF USDSEK NZDUSD
trigger soon. On Tuesday and Wednesday, EUR/
USD’s volatility remained subdued, suggesting
18 19 20 25 18 17 23 20 35 24 32 25

Yellen’s comments and European unemployment
rate has little impact on the markets. It was not a
surprise that maximum volatility was recorded on
Thursday, April 3, during the ECB minimum bid
rate announcement and Mario Draghi’s press
conference. While average Dukascopy volatility
index hit 1.71, volatility of the most traded Market EURUSD‘ USDJPY HGBPUSDHAUDUSDHUSDCAD HUSDCHF H EURIPY H EURGBP HEURCHF H USDSEK HNZDUSD‘

currency pair soared to 2.71, as hints of the

Volatility Index (for the observed period)

; = Max 2.1 2.7 2.3 2 1.9 3.9 3.4 2.5 2.8 3.4 2.7 2.4
upcoming U.S.-style stimulus programme had
strong influence on the single currency. On Min 0.4 0.2 0.3 0.2 0.4 0.2 0.2 0.3 0.2 0.3 0.2 0.4
Friday, U.S. unemployment rate and payrolls had Average 0.8 0.7 0.8 0.7 0.8 0.7 0.8 0.8 0.9 0.9 0.8 0.9

almost the same impact on the EUR/USD.
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Currency Significance

Correlations
2014-04-02 2014-04-03 2014-04-04

| | ; [ | ; — ~ 0.46

Correlation

During the observed period the strongest correlation
between EUR/USD and the cable, suggesting these

L pairs were highly attractive for hedging and

\ attempting to control risk. At the same time, a level

N~ of significance of the U.S. Dollar remained rather

o [ . .
/ **low. Moreover, there was a high difference between

last week’s correlation with several major crosses

and a long-term correlation. Correlation with such

USDGBP & USDSEK

\/_VA‘/V""" V :
v Y crosses like USD/JPY, USD/CHF and AUD/USD was
q almost unnoticeable, suggesting all three currency
~Hl oos  pairs were driven not by the U.S. Dollar, even despite
a slew of fundamental data from the world’s largest
economy. Risk-on sentiment was boosted by Yellen’s
comments.

Correlations (20 vs 130 days)

USDCHF & USDSEK

USDAUD & USDNZD

1 -09 -038 -07 -06 -05 04 03 -02 -01 0 01 02 03 04 05 06 07 08 09 1

@ average

A level of USD significance was steadily increasing

over the period ahead of the Friday’s jobs report. 1 b
Economy’s ability to create jobs is one of the I

most important indicators of the economic | [ 0°
health. Moreover, a recent drop in the

unemployment was mostly led by the fact people ~ °° ] o0
were dropping out of the labour force, while

participation rate remained around record-low. %] [0
This time, even despite the fact the number of e L,

non-farm payrolls fell short of analysts’
expectations, they still came close to 200,000,
suggesting companies are starting to shrug off

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

Mean Correlation Coefficient (with EURUSD)

negative weather effects. Moreover, the

participation rate picked up. Soon after the | Days | USDIPY  USDGBP | USDCHF | USDAUD | USDCAD | USDNZD | USDSEK

release of the data, the average correlation 3 0.12 0.89 0.05 0.01 0.15 0.59 0.25

coefficient soared to the highest level over the 20 0.44 0.88 0.26 0.14 0.31 0.71 0.14
- week, hitting 0.405, the strength, however, 130 0.34 0.64 0.64 0.26 0.23 0.44 0.41

250 0.34 0.64 0.73 0.34 0.33 0.42 0.53

~ appeared to be short-lived.

ukascopy 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

Monday, April 07, 2014

Confidence Intervals for Next 24 Hours 15:30 GMT
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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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