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The GBP Index started the period on a surprising 

downtrend, losing around 0.3% already during 

the first day, even though statistics on 

Wednesday was released mostly better than 

estimated. The Bank of England’s meeting 

minutes were published without surprises, while 

jobless claims dropped more than expected and 

the unemployment rate remained at 6%. 

Nevertheless, on Thursday the GBP Index started 

to recover gradually. Despite that, still the overall 

weekly increase did not exceed 0.5% at any time 

and the index remained there for the vast part of 

the period, only losing ground towards 100.2 

points on Tuesday, following worse than 

forecasted current account data in Britain. 

Even though the British pound was far away from 

being the best performer last week, the GBP Index 

was hovering above the baseline for the vast part of 

December 17-23 time period on rather positive 

fundamental data. The currency, however, managed 

to increase only 0.23% during the period, both 

outperforming and underperforming four currencies 

on the market. US Dollar posted the fastest gain of 

1.76%, while the Japanese yen dropped as much as 

1.66%, against which the Pound surged 1.67%. 

Despite that, the GBP went down against USD and 

CAD, by 1.36% and 1.47%, respectively. 
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A bunch of important fundamental data has  sent the 

turbulence levels of the British pound considerably 

higher already during first days of the period. It 

managed to produce a couple of notable peaks, 

following local UK data for labor market, which 

included better than expected unemployment claims 

for November, but worse than estimated jobless 

rate. The second part of data came from the Bank of 

England, where the meeting minutes were published 

in line with predictions, and the GBP volatility surged 

up to 1.95. The next spike above 2 points happened 

the next trading day on very strong retail sales in 

Britain, which climbed 1.6% in November. As seen 

from the chart, the remaining part of the period was 

marked by low volatility around normal levels. 

From time to tome, the period was notably 

turbulent, but the pound’s Volatility Index has 

spent about more than 50% of the first two days 

above the average level. The highest portion of 

elevated volatility in these days was observed in 

EUR/GBP pair, which was the only one to surpass 

50% mark, on aggregate. GBP/USD and GBP/CHF 

followed with an elevated volatility of around 43-

48%. On the other hand, it is worth pointing out 

that the average GBP elevated volatility of 41% 

was well above the market average, which stood 

at 26% only. Meanwhile, the largest GBP volatility 

peak did not exceed 2.5 points during December 

17-23 period. 
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Currency Significance 

Very small parts of the period were remarkable with 

well synchronized developments in absolutely all 

pound’s correlation components, as a lot of 

fundamental news from different countries 

influenced only some particular currency pairs. The 

composite reached its maximum on Friday when 

data on government’s borrowing was released 

much better than forecasted. Meanwhile, the 

composite remained above the week’s mean level 

already since Thursday, registering only a small 

decline below the baseline at 0.33 on Monday, 

when all GBP pairs were driven by news from 

abroad, mostly the Unites States. Still, the period 

was closed on a positive note around the 0.50 mark. 

The components of the British pound’s significance 

measure showed rather small correlations over the 

observed period, while the overall GBP composite 

was volatile for the most part of the period. The 

short-term correlations during the period between 

GBP/EUR and other GBP crosses varied from 0.37 to 

0.89. As seen from the main chart, the smallest 

correlation was with GBP/USD, particularly on 

Wednesday when a drop far below zero provided 

the component the weakest result of the week, as 

its correlations stood around 0.05 only. Compared 

to the 20-day values, most of the correlation pairs 

gained 0.07-0.16 points, but GBP/USD and GBP/SEK 

tumbled around 0.10. 
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Violin Plot 

Violin Plot is a combination of a Box Plot 

and rotated Kernel Density Plot 

EXPLANATIONS 

Methodologies 

Volatility Index 
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