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Canadian currency skyrocketed almost by three 

percentage points, with especially strong upward 

tendencies posted on Thursday and Tuesday. It 

should be pointed out that CAD was heavily 

driven by statistics on inflation, retail sales and 

also the central bank event on Wednesday of the 

previous week. Bank of Canada refrained from 

decreasing the key rate by 25 basis points and left 

it steady at 0.50%. Other fundamentals were 

mixed, with inflation falling in December and 

retail sales improving. The Canada-unrelated ECB 

rate decision on Thursday gave the market some 

hope for more support coming in March. Stocks 

rallied along with oil, which returned above $32 

by Monday. Thus, it provided CAD with another 

momentum to grow and close the week at +2.9%. 

The total number of economic events was declining 

every day throughout the period ended Jan 26. 

Despite that, currency markets were kept in volatile 

mode due to other factors. They included continuous 

instability in global equity markets, even though we 

have seen some improvement of the situation after 

the ECB and the PBOC said they will provide more 

support. Additionally, oil prices are still hovering near 

$30 a barrel. The latter fact, however, failed to derail 

commodity-linked crosses including the Canadian 

Dollar. Joined by the Aussie and Kiwi, they managed 

to become the best performers during the previous 

week and gains were held above one percent. 
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The most volatile currency pair was USD/CAD 

with an average and maximum of 1.12 and 5.06 

points, accordingly. It was somewhat unexpected, 

because US events have not dominated during 

the period, except possibly on Wednesday when 

American CPI data was released. GBP/CAD and 

EUR/CAD completed the TOP-3 most volatile 

components. The Pound was influenced by many 

speeches from Bank of England officials and, on 

top of that, some vital fundamental events. For 

the Euro (and ultimately CAD), the most closely 

watched day was Thursday. Mario Draghi’s team 

left rates on hold, but the President noted that 

more stimulus in March remains a possibility. CAD 

volatility spiked along with the Euro above 2.00 

points. 

Wednesday of the previous is clearly showing that 

Canadian events used to have great deal influence 

on the domestic currency. Indeed, the Bank of 

Canada’s moderately-surprising decision created 

the most visible part of daily action. As we have 

mentioned before, the number of daily events had 

been falling every day and this fact was reflected in 

volatility of both the Canadian Dollar and the 

market. Tranquil Monday and Tuesday affected the 

overall weekly readings for elevated volatility, 

which stood at only 36% and 33% for CAD and 

market, respectively. Compared to our previous 

report on this currency, there has been a clear 

slump from 70-80% seen two weeks ago. 
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Currency Significance 

The composite began to see some stability after 

the BOC rate decision, when it reached the five-

day highest level of 0.75 points. Prior to that, 

some components which included the Aussie and 

Kiwi had even posted red correlations due to 

inability of oil-dependent currencies to move in 

parallel to the Euro and US Dollar. The composite 

has somewhat weakened by Thursday afternoon, 

but later stabilised near 0.55 points until the last 

day of the period. On Tuesday, we could initially 

anticipate that the composite was going to drop 

after oil prices resumed sliding. However, after 

reaching the weekly low of 0.46 points it started 

to climb and closed the week around 0.66 points. 

Oil reversed losses after Russian and Saudi 

Arabian producers said they may consider cutting 

production in order to increase prices. 

Significance of the Canadian currency exceeded all 

possible short and long-term average indicators last 

week, helped by mainly unanimous and united 

market reactions of various CAD crosses to 

fundamental events from Canada and abroad. As 

seen from the mean correlation coefficient table, the 

average correlation between currency pairs stood at 

0.58 points, well above the 20-day average of 0.51 

and annual mean of just 0.43 points. With EUR/CAD 

the most correlated currency pairs normally include 

US Dollar, Japanese Yen and Swiss Franc due to the 

safe haven status of these currencies and the Euro.  
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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 
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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