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The week started on a bearish note for the Pound, 

which decelerated by about 0.4% over the first 

trading day. The reason behind was poor data on 

industrial and manufacturing production in March, 

which stressed major issues with this sector of the 

country’s economy. On Thursday the Bank of 

England released its fresh Quarterly Inflation 

Report, which brought more positive implications 

for the markets than they had expected. Governor 

Mark Carney has also sounded quite hawkish, even 

despite mentioning Brexit risks. The GBP Index has 

advanced above zero for a short period of time, 

but bounced back by the end of the day. While 

Friday and Monday sessions were calm, on May 17 

the UK inflation was set to fall back to 0.3% in April 

on an annualized basis, but it still boosted GBP. 

Although the Pound Sterling Index was moving 

below the base line over the vast part of the period 

ended May 17, by the last day of it this currency 

managed to regain quite enough strength to close 

with an increase of 0.38%. Generally, movements 

and volatility of the market were boring and low, 

which contributed to relatively small changes of all 

components during the past five working days. The 

highest rise, posted by the Japanese Yen, amounted 

to only 0.62%, while the biggest loser of the period, 

the Swedish Krona, failed to even surpass the one 

percentage point mark. 
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In addition to that, US statistics underpinned the 

Cable where the elevated volatility surged to 29%.  

Despite Wednesday’s UK data, the British currency 

refrained from becoming too active over that day, 

as the GBP Volatility Index failed to overcome the 

benchmark 1.00 points marker. The peak, however, 

was hit the next day amid the Bank of England’s 

meeting. Busy economic calendar throughout the 

Super Thursday included new economic growth and 

inflation projections, joined by Mark Carney’s press 

conference in the aftermath of the announcement. 

Turbulence has also soared on Friday and Tuesday, 

firstly after the batch of statistical figures from 

Germany and the Euro zone (GDP) and, secondly, 

after the UK and US inflation fundamentals. 

While the Sterling’s highest weekly turbulence has 

been observed back on Thursday of the previous 

week in time of the BOE monetary policy report, 

the market has been the most volatile a day later. 

This is when the US published a bunch of data that 

covered retail sales and producer prices in April, as 

well as the University of Michigan’s consumer 

confidence index for May. Overall, the market was 

tranquil and the elevated volatility stood at only 

10%; however, the Pound volatility rose to 13%. 

Several components posted much sharper than 

average readings of turbulence. EUR/GBP 

approached 24% amid large presence of EU data 

over the period. 
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Currency Significance 

On top of that, red correlations were not a surprise 

just across the board. Probably the most negative 

correlation was showed by the Pound’s component 

that included both the Japanese Yen on the one side 

and the Australian Dollar on the other side. While the 

former appreciated amid cautious expectations about 

the Bank of Japan’s policy and growing risk appetite 

on the markets, the Aussie was down amid forecasts 

that the Reserve Bank of Australia will be forced to 

cut interest rates once again in order to combat low 

consumer price growth. This specific component held 

the composite off the weekly highs, even during the 

BOE policy event on Thursday when it climbed to only 

0.48 points. However, stability returned back in the 

beginning of the new calendar week, with the empty 

economic calendar providing the main explanation for 

that. The period’s high reached 0.653 points. 

Significance of the researched currency fell much 

below the multi-month average reading over the 

defined five-day period. Even domestic British data 

failed to provide the national currency with broadly 

needed common impetus in order to raise the level 

of unanimity across the board. The mean 

correlation coefficient averaged only 0.36 points 

from Wednesday till Tuesday, down from the 

monthly mean of 0.44 points. Commodity 

currencies shaped one of the least correlated 

components, with GBP/USD & GBP/AUD’s average 

indicator standing at only 0.07 points. 
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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 
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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, 
contingent or any other damages sustained in connection with the use of this article. 
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