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Dukascopy Bank Volatility Index

While EUR/USD’s volatility index stood in the
turbulence zone only in 34% of the time, the pair
regularly penetrated the zone of normal volatility,
mostly driven by events from the United States.
Monday was a calm day, as usually there is a lack
of events from Europe and the world’s largest
economy. French industrial production and
Britain’s manufacturing output pushed the
volatility index to 1.61, while the same reaction
was recorded a day later on the back of the
upbeat jobs report from the U.K. A further drop in
unemployment and a sharp drop in jobless
benefits bolstered the case the BoE should start
raising rates. The volatility index reached the
highest level of 1.95 last Friday, as fresh tensions
in Iraq and sluggish employment in the Eurozone
dragged the single currency lower.

@EURUSD Volatility
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The cable was one of the least attractive currency
pairs in the recent weeks, as a lack of action from the
Bank of England despite rosy outlook made investors
confident there will be no rate hikes any time soon.
Nevertheless, during a speech in London, Mark
Carney claimed that investors, households and
companies should brace themselves for a sooner-
than-excepted tightening of the monetary policy.
That is why the cable rocketed to 1.67-mark, while
cable’s volatility stood in the turbulence zone for
44% of the time. In contrast, the EUR/CHF currency
pair was the least volatile, as despite Swiss
unemployment rate and retail sales, as well as a
bunch of reports from the Eurozone, the pair has
been under the pressure following ECB’s meeting.

Elevated Volatility (% of the observed period)

Market EURUSD | USDIPY |GBPUSD AUDUSD USDCAD USDCHF  EURIPY EURGBP EURCHF USDSEK NZDUSD
34 32 32 44 23 29 35 38 16 36 34
Volatility Index (for the observed period)

Market || EURUSD ‘ UsDJPY H GBPUSD HAUDUSD H USDCAD H USDCHF H EURJPY H EURGBP H EURCHF H USDSEK H NZDUSD |
Max 1.9 2 23 54 21 1.9 1.8 1.7 5.6 1.9 2 5.3
Mn | 04 | 01 0.3 0.2 0.3 0.2 0.2 0.3 0.2 0.2 0.2 0.4
Average 0.9 0.8 0.9 1 0.8 0.8 0.8 0.9 1 0.8 0.9 1
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Currency Significance

Correlations

Mon, 9 Jun Tue, 10 Jun Wed, 11 Jun Thu, 12 Jun Fri, 13 Jun Correlation
—~ 067
USDEUR & USDJPY
USDEUR & USDGBP
USDEUR & USDCHF
USDEUR & USDAUD : .
USDEUR & USDCAD M | IV""' '\ R
USDEUR & USDNZD “ A
USDEUR & USDSEK -‘ i L 0.43
USDJPY & USDAUD \_ .
USDJPY & USDNZD x‘\ h b._.w W
USDGBP & USDCHF ‘I \'\\ﬁl \ - \ [
USDGBP & USDSEK
USDCHF & USDSEK
S L o018
4 09 08 07 06 05 04 03 02 01 0O 01 02 03 04 05 06 07 08 09 1
[ [ .
@ average

That was one of the several upbeat reports over
the week, but the impact was short-lived, as jobs
report from the U.K. and RBNZ meeting were on
the radar. Nevertheless, the average correlation
coefficient hit the lowest level of 0.23 last Friday,
June 13, as fundamental data failed to deliver,
while the currency benefited only from the
renewed tensions in Irag. Despite weaker interest
for the greenback, the short-term correlations
between USD/EUR and the 20-day average
correlation with other USD crosses increased,
meaning they were more driven by events from
the United States, representing hedging
opportunity. This week we expect the average
correlation coefficient to move higher, despite
expectations for disappointing inflation report
ind dovish Fed.

Monday, June 16, 2014
15:30 GMT

The greenback was definitely not the high-
importance currency that has been driving markets
over the last week. The focus was turned to the
weakness of the single currency, Mark Carney’s
speech and June’s RBNZ's meeting. That is why the
average correlation coefficient was moving to the
south during the week. The impact of the
unemployment data on Friday, June 6, began to
wane from the beginning of the last week, while a
lack of data was not able to provide any support for
the currency. The first major move to the downside
was provoked by the U.K. manufacturing production,
while later investors switched their focus to the
number of job openings.

Correlations (5 vs 20 days)

1.0 g - 1.0

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

Mean Correlation Coefficient (with USDEUR)

. Days | USDIPY  USDGBP  USDCHF | USDAUD @ USDCAD | USDNZD  USDSEK
5 0.4 0.38 0.91 0.41 0.23 0.36 0.63
20 0.28 0.41 0.87 0.27 0.19 0.32 0.57
130 0.17 0.44 0.84 0.23 0.16 0.27 0.6
250 0.23 0.5 0.85 0.29 0.24 0.31 0.61
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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
Median

Interquartile Range

Values of Observations

Relative Density
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Disclaimer
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