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The Australian currency began the week with a 

loss and decline below the base line. It lost 

around one percentage point by Wednesday 

evening while falling along the Kiwi, which was 

dragged lower amid the RBNZ decision to cut the 

key interest rate from 3% to 2.75%. However, the 

Aussie’s recovery followed shortly after strongly 

positive labour market statistics, which showed 

employment rising 17,400 in August and jobless 

rate sliding to 6.2%. Optimistic sentiment was 

successfully maintained until the end of the 

period. However, moderate downside pressure 

was created by Tuesday’s RBA meeting minutes, 

which revealed slight dovish bias of the regulator. 

Nevertheless, the AUD Index finished the week 

with a solid 1.14% advance in value. 

Australian Dollar was the best performer of the 

researched period. This currency was accompanied 

by three other components that managed to rally 

since Wednesday of the previous week until Tuesday 

of this week. By gaining 0.52%, the Euro has almost 

erased its losses on the annual basis, where a 

decrease amounts to just 0.82% at the moment. In 

the meantime, the Swiss Franc is up by 10% on the 

basis of the last 250 trading days, which is below the 

14.66% yearly surge for the Greenback, even despite 

a CHF rally we observed in January, when the SNB 

abandoned the Franc’s peg to the Euro. 
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We clearly saw uplifted volatility only in course of 

Wednesday and Thursday of the previous working 

week, while other days of the period only reacted 

to some separate statistics from Australia and 

elsewhere. The biggest spike in turbulence up to 

1.7 points took place in the evening on Sep 9, in 

time the RBNZ rate decision was announced. 

Earlier the same day, market volatility was 

pushed up after the Bank of Canada rate decision. 

Additional gains for the AUD Volatility Index were 

twice registered on Thursday, when the currency 

reacted to Australian employment data and Bank 

of England rate decision, respectively. Among 

other events, we would especially like to highlight 

spikes of Friday and Tuesday to 1.05 and 1.27 

points, accordingly. 

This week’s market movements were quiet, despite 

presence of important fundamentals throughout the 

whole period. This fact was clearly reflected in the 

volatility readings for both the market and Australian 

Dollar in particular. Only two first days of the period 

registered some notable changes, while the rest of 

the period was mainly spent below the historical 

average volatility level. Therefore, AUD elevated 

volatility reached just 16% this time, down from 22% 

last week. On the other hand, mean market elevated 

turbulence of 17% has marginally outperformed the 

preceding period’s 15% reading. As a result, the 

week’s average volatility index stood at just 0.74 

points for both market and AUD. 
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Currency Significance 

The Kiwi’s components hovered well below zero 

on Wednesday and reached their negative peaks 

by midnight, when the RBNZ decision was 

announced. Hence, the composite hit its weekly 

low of 0.42 the same day, after which the only 

way to go was a confident recovery. As soon as 

NZD correlations escaped the red zone, we could 

observe the AUD composite rising back above the 

0.6 level. Moreover, it received additional positive 

impetus from Australian labour market data. The 

period’s high (0.80 points) was touched back on 

September 14, even though this working day was 

not distinguished by any special reports or 

releases, which could force the AUD crosses to 

move in the same direction. However, one more 

peak, which was reached Tuesday morning, was 

justified by RBA meeting minutes. 

Unsurprisingly for the Australian currency, its 

correlations were fairly high for the most part of the 

reported time period. The composite correlation 

index, which is calculated as an average correlation 

between different currency pairs of the Aussie, has 

stayed firmly above the historical average level of 

0.61 points since Thursday of last week. Therefore, 

the mean correlation coefficient has also increased 

up to 0.63 points, outpacing both 20 and 130/250-

day averages of 0.61 and 0.53 points, 

correspondingly. Only one component, which 

included the New Zealand Dollar, was touching the 

correlation below zero, leading to the long tail of the 

distribution between AUD/EUR and AUD/NZD. 
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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 
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