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The Australian Dollar remained broadly 
unchanged on Wednesday, May 28, however, a 
day later the currency showed no mercy to the 
greenback and other currencies, surging more 
than 0.60% versus the Dollar. The fact Australian 
companies increased investment in equipment 
and the fact American currency contracted 1% in 
the first quarter, all led to a 0.83% appreciation of 
the Aussie index. A significant drop in building 
approvals almost erased earlier gains, however, 
upbeat current account figures and the decision 
by the RBA to keep borrowing costs on hold, were 
welcomed by markets and the currency index 
rocketed to 100.71. Finally, a 1.1% expansion in 
the first quarter eased pressure on the central 
bank and the government, and pushed the index 
to its earlier highs at 100.82.  

The Australian Dollar was the best performing major 
currency over the last five trading days, with AUD 
index adding 0.70%. The U.S. Dollar, the Euro and the 
Swiss France also advanced around 0.50%. Despite 
disappointing statistics from the world’s largest 
economy, month-end needs for the buck spurred 
demand for the currency, while the European 
currency shrugged off the upcoming ECB’s meeting 
and logged gains as well. The Franc benefitted from 
Euro’s performance even despite weaker-than-
expected GDP, KOF economic barometer as well as 
manufacturing activity, once again adding to signs 
fundamentals from the Alpine country are having 
muted impact on markets.  
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The AUD/USD was more affected by statistics 
from the resource-rich economy rather than the 
United States. This fact is supported by major 
spikes in volatility that were provoked by 
important statistics from Oz country. Two largest 
spikes were recorded on May 29 and June 2, 
when Australian Bureau of Statistics unveiled 
private capital expenditure and building permits. 
First report showed investment in new 
equipment rose 2.8% to $12.6 billion, meaning 
companies are not building new structures, but 
still purchasing new equipment. On the back of 
solid figures AUD/USD volatility rocketed to 2.85. 
A couple of days later, disappointing data from 
the housing market diminished hopes for a solid 
growth, and provoked a selloff of the Aussie, with 
volatility index rising even higher and hitting the 
highest over the period– 2.97.  

A bunch of high importance economic releases, 
including Canada and U.S. GDP, Japan’s inflation, 
German inflation and Australia GDP all were the 
main catalysts over the last five trading days. Market 
was highly volatile as well, as Dukascopy Bank 
Volatility Index stayed in the turbulence zone for 
36% of the time. Despite a lack of fundamentals from 
New Zealand, the Kiwi lost 1.39%, while NZD/USD 
cross remained in the turbulence zone for almost 
50% of the observed period. The pair has been 
moving lower since May 6, however, it is a good sign 
for those, who are still long on the pair, as the RBNZ 
signalled future moves will be dependent on the 
exchange rate, hence, further depreciation will only 
bolster the case for more tightening.  
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Currency Significance 

Private capital expenditure and GDP reports 
pushed the average correlation coefficient to its 
highest level over the period, while building 
approvals returned the interest towards the 
Aussie once. On Thursday Australian Bureau of 
Statistics will unveil the trade balance for April, 
and keeping in mind strong dependence on 
exports, any improvement will be highly 
welcomed by markets, meaning the average 
correlation coefficient back to 0.90-mark. 

Meanwhile, the short-term correlations between 
AUD/USD and other AUD crosses strengthened 
over the period, representing great hedging 
opportunities, and also suggesting investors were 
highly interested in the currency, as annual 
budget suggested gloomy outlook for the 
economy in the nearest future.  

As we have mentioned earlier, several economic 
events from Australian economy had significant 
impact on the performance of the Aussie. Moreover, 
they have substantially increased the level of 
significance of the South Pacific currency. The latest 
GDP report showed that mining sector accounted for 
around 80% of the overall GDP in the first quarter of 
2014, highlighting the significance of the sector. 
While the economy is in the transition phase and 
searches for another driver, housing market is 
sending worrying signs, as there is a shortage in 
supply, while dwelling prices fell by most in more 
than five years. It means that reports from both 
sectors will continue pushing the Aussie.  
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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 

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.  
 
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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