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The Sterling posted soft advance in the beginning 

of the period on Wednesday of the last week. The 

currency was underpinned by positive government 

debt data, which showed net borrowing falling 

down to 8.62 billion pounds in September, lower 

on both monthly and annual basis. Stronger 

expansion began taking place on Thursday when 

British retail sales posted a 1.9% climb for the 

month of September, outpacing average estimates 

more than sixfold. Positive sentiment was kept 

until the very last day of the period, when slightly 

disappointing UK Q3 GDP data tried to derail the 

Pound. At first this idea was thought to be quite 

successful, but a recovery pushed the GBP Index 

back above 100.5 points by the end of the period 

on Tuesday evening. 

Initially it was rather hard to choose, whether this 

report should be focused on either the British Pound 

or the Canadian Dollar due to busy fundamental 

calendar from both countries during the observed 

period. However, the presence of high-importance 

UK GDP data this week shifted our decision towards 

the British currency. Even though it spent all the 

time above the base line, the weekly gain reached 

only six tenths of one per cent. The Kiwi rose the 

most by 1.9%, in anticipation of the RBNZ rate 

decision on Oct 28. US Dollar surged 1.6% on the 

back of weaker Euro, while the Yen was up by 1%. 
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The first notable spike in turbulence was seen on 

Thursday at 8:30 GMT, in time the UK retail sales 

posted a substantial surge for September. Despite 

that, markets were paying the most of attention to 

the European Central Bank that day, and it was 

worth it. The ECB announced a high probability of 

action in December. Both a cut of deposit rate and 

expansion of QE are on the table. Then the Pound’s 

volatility reached its weekly high of 1.93 points. 

Similar situation was observed on Friday when the 

People’s Bank of China made a surprising decision 

to cut the benchmark rate from 4.60% to 4.35%, 

while cutting the reserve requirement ratio for 

banks in the wake of slowing economic growth. On 

that day volatility reached the 1.81 points’ mark. 

Among all fundamental releases from the United 

Kingdom, only retail sales seem to have had strong 

influence on volatility readings of the UK currency. 

Otherwise it was driven predominantly by 

important events from abroad as we certainly had 

a lot of them last week. Elevated volatility of both 

the market and the Sterling was equal at 24%, 

being that only Thursday and Friday were marked 

by somewhat uplifted turbulence, while during 

other days it has barely crossed the key mark of 

1.00 point. The most volatile cross was GBP/CHF 

(32%), as the Franc was pricing in the possible 

Swiss National Bank’s intervention in case it will be 

necessary in the medium term, to prevent the 

national currency’s appreciation. 
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Currency Significance 

It should be pointed out that strong influence on the 

composite has been recently created by commodity 

currencies, which became over-dependent on the oil 

price changes. By having a look at the Correlations 

chart, the majority of red zones usually include the 

components with AUD, NZD and CAD. Apart from the 

highest weekly correlation of 0.51 points on Thursday 

(UK retail sales), it is much more interesting to note 

the period’s low, which was hit on Friday at just 0.08 

points. It was the ECB Press Conference, when even 

the most traded component (GBP/EUR & GBP/USD) 

was coloured deeply red in the chart. Markets had 

expected some soft QE stance, but not so strong 

direct hints of further easing in the nearest future. 

Thus, the Euro/Pound dropped significantly on the 

back of Draghi’s comments. Nonetheless, the week 

was finished on an optimistic note at 0.40 points. 

Correlations of the Sterling were following their 

own way of development during the researched 

time period, because they were partly dependent 

on events happening inside the UK, while also 

looking at the international picture. All in all, 

significance of the UK currency was hammered by 

unexpected or low-probability events, with Chinese 

Central Bank’s rate decision and ECB’s ultra-dovish 

language being among them. Some of components 

have therefore had super long tails, including the 

correlation between two Pound’s majors with the 

Euro and US Dollar.  
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Violin Plot 

Violin Plot is a combination of a Box Plot 

and rotated Kernel Density Plot 
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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, 
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