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On Thursday the Euro index remained its position 

above the base value, as the area’s Final CPI came in 

line with expectations. At the same time, Mario 

Draghi’s remarks continued to impact the market. 

This week he sent the European equities to the 

biggest decline in almost three years, as he has 

disappointed the market with his quantitative easing 

plans. By the week end the Euro index reached 0.4%, 

meaning that the gauge has posted gains for four 

straight weeks. Moreover, worse than expected 

German ZEW sentiment did not impact the  Euro 

zone’s currency too much, since the overall 

sentiment towards the Euro area is unconvincing to 

say the least. All in all, it seems that the market 

participants are aware of the current situation. 

Euro was amongst the best performing currencies in 

the period. It came basically at par with the Swedish  

currency and the Kiwi and was surpassed only by the 

Japanese Yen and Swissy. However, all the other 

currency indices were outperformed by the Euro 

rather significantly, as they lagged at least 0.7% 

behind the Europe’s shared currency. Trough the 

period the Euro has showed very calm performance, 

as it fluctuated around the base for the first three 

days. However, on the second part of Wednesday the 

common currency started to gain slightly, after the 

Pound and the US Dollar were impacted to the down-

side by the national data.  
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Other noticeable peeks in volatility were UK Claimant 

Count (worse than expected) and US Retail sales 

(missed the forecasts) on Wednesday. Dukascopy Bank 

Volatility Index correlated very well with the Euro 

Volatility Index. 

The most turbulent currency pairs were EUR/JPY and 

EUR/AUD, their elevated volatility reached 71% and 

64%, respectively. However, also in general this week 

provided the traders’ with great profit taking 

opportunities, as the market’s volatility approached 

the highest level since the end of September. 

Whereas, the most tranquil (elevated volatility at 31%) 

currency pair was the EUR/NZD cross, that offered 

much more volatility few weeks ago. 

In the first part of the period the levels of volatility 

remained rather moderate. However, already 

starting from Tuesday the volatility in the market 

climbed significantly as the amount of important 

data increased. In the last three days of the period 

the EUR Volatility Index reached above the 2.0 mark. 

Moreover, On Thursday the gauge went even further 

and almost touched the 3.0 level, as the Canadian 

Manufacturing Sales disappointed. Also, US 

Unemployment Claims dropped to the lowest level 

in 14 years and US Industrial Production surprised to 

the upside. The US data were the most important 

news in the period. 
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Currency Significance 

Although, the most remarkable changes occurred in 

EUR/USD correlations with EUR/JPY, which average 

values sat around 0.3 both last period and last month, 

and EUR/NZD. 

In the past week, there were more major movements 

than in the week before, as the composite topped 

around the 0.40 mark. This increase fallowed the 

Japanese and Australian data that moved the market. 

However, neither the disappointing ZEW numbers and 

the confirmation of the Euro area’s inflation being at 

0.8% did not help the Euro. On contrary, it fueled the 

worries of the Euro zone’s economy. Nonetheless, the 

US data reestablished the interest in the most popular 

currency pair on Thursday. 

The Euro significance measure remained moderate 

only for the first part of Friday and the last part of 

Thursday. The gauge started the period at 0.21 and 

ended it at 0.25, while the biggest changes were in-

between the periods. At the end of Monday and at the 

beginning of Tuesday the measure exceeded the 

significance level of 0.4. Nonetheless, just slightly 

more than 24 hours later the significance level 

dropped below the 0.10 mark. 

An overwhelming majority of the mean correlations 

strengthened both over the previous and longer-term 

values.  
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Confidence Intervals for Next 24 Hours 
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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 
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