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Meanwhile, safe havens in face of the Euro, Yen 

and Swiss Franc were moving confidently to the 

upside, with the gains ranging from 1% to 1.8%.  

As for the Pound, it continued to slide down amid 

fears the Bank of England will be forced to 

eventually postpone its first rate increase. On top 

of that, markets are worried that slowing Chinese 

economy will derail recovery in the Euro zone, and 

Britain will not avoid a slowdown itself. On the 

positive side, inflation data from the second 

largest economy in Europe was encouraging on 

Tuesday, as CPI and core CPI rose to 0.2% and 

1.4%, accordingly. But the Sterling ignored it to 

focus on Mark Carney’s speech in London. BOE 

Governor noticed that low interest rates are here 

to stay for a long period of time. 

The market was again divided into two groups of 

weekly gainers and losers. As the equity market rout 

continued earlier during the last days of the previous 

week, we observed all risky currencies dropping 

down. Among them, Australian and Canadian dollars 

were traditionally following sliding oil prices that 

tested the area below $28 per barrel. AUD and CAD 

were down by 0.84% and 1.65%, respectively. New 

Zealand Dollar could end the period on a more 

optimistic note, but tumbling dairy prices (main 

industry in New Zealand) sent this currency to the 

South by more than 2% on a five-day basis. 
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Wednesday of the previous week was a silent day 

in terms of fundamental data releases. At the same 

time, it did not hinder the Pound from registering a 

descent volatility level around 1.75 points. It was 

caused by the commodity market, which used to be 

active after US oil reserves report had been 

released. On Thursday, the Bank of England decided 

to keep interest rates flat, while Ian McCafferty 

dissented one more time. On Thursday of a new 

week, the GBP Volatility Index climbed up to its five

-day highest mark of 2.04 points. As seen from the 

main chart for market turbulence, it was the sole 

UK-caused volatility on Tuesday. There were two 

major daily events including consumer price data in 

the first part of the day and BOE Carney’s speech in 

the afternoon, which managed to move the Pound. 

Being that global stock and commodity markets 

remained largely turbulent throughout the whole 

period, their activity was transferred to the FX 

market as well. Therefore, elevated volatility held 

above 50% for the Pound and for the market, 

namely at 59% and 58%, respectively. Even though 

last Wednesday we were looking at the Canadian 

Dollar, it did not change the fact that the most 

volatile cross still includes the Japanese Yen for a 

second consecutive week. GBP/JPY was volatile in 

68% of all time, with Pound/Aussie following at 

62%. Mean Volatility Index has therefore surged 

up to 1.12 points, supporting the case of unstable 

market conditions during the period. 
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Currency Significance 

At least for a second week in a row Canadian, New 

Zealand and Australian dollars resisted the general 

trend of the whole market, as they were heavily 

turned down by oil price losses. Without high 

correlations on Tuesday, which also managed to push 

AUD, NZD and CAD components into green, we would 

see the composite trending down every single day 

last week.  In the absence of influential statistics from 

the United Kingdom, the composite dipped as low as 

0.15 points by Friday. However, on Monday the 

reading began to come back, by initially rebounding 

towards the weekly average of just below 0.40 points 

and then surging as high as 0.67 points by Tuesday 

14:30 GMT. By delivering a fairly dovish speech to 

Queen Mary University in London, BOE head Mark 

Carney united the Sterling’s crosses for losses and 

therefore pushed correlations to the upside. 

Significance of the Sterling has just barely exceeded 

its medium and long-term averages during the five-

day period ended January 19. In particular, we see 

that the main trigger for that was development that 

took place on Tuesday when the composite 

experienced a healthy increase. Mean correlation 

coefficient stood at 0.38 points last week, up only 

two basis points from an annual average of 0.36. 

Some specific currency pairs, especially those 

including commodity-related components, even 

posted negative period’s correlations. They ranged 

from –0.16 points for EUR/GBP and GBP/AUD, to –

0.03 points for EUR/GBP with GBP/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 
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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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