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%% Relative Currency Strength 1530 6T
Currency Indexes
Australian Dollar and Japanese Yen are possibly the
Index : Wed, 27 Apr : Thu, 28 Apr : Fri, 29 Apr . Mon, 2 May . Tue, 3 May H(:hange,% N only two major currencies that are worth being
104 7 e § discussed throughout this overview. The former had
- 3_5 g been the purest loser of the period ended May 3,
102 | - %.5 § while the latter continued to register massive value
o i -1 gains. AUD was hit twice, firstly after disappointing
100 — | e A . 0" | Base inflation figures and secondly in the wake of the
| P B :?'5 RBA’s decision to cut interest rates. In the meantime,
98 — 5 B :%'5 § hawkish Bank of Japan sent the Yen higher on April
i B g 28, as this central bank refrained from adding easing
96 PoL :i'S § on the monetary policy side despite the most recent
i i i L i N J pan-market appreciation of JPY.
®EUR @OUSD @IJPY ®GBP @O CHF @®AUD @ CAD NZD SEK
First slump of the Aussie of more than 1.5% took ., o AUD Change, %
place during the very first moment of the
observed time period, after consumer prices in 7 e
Australia tumbled for the first time since 2009 in P L,
Q1 2016. On the back of that, the Reserve Bank of
Australia surprisingly decided to curb the key -4 m A
interest rate by 25 basis points on May 3 and At 507 %
lowered it to 1.75%. Analysts had not estimated . e
so quick response from the policymakers. The gap ad 15 % | 5
between AUD and JPY indices reached 7.15% by B e P GBP CHFE CAD NeD SEK
Tuesday. Overall, the Aussie tumbled by at least Currency Index Change
2.30% against other G9 currencies. Following | Days | EUR || uso | v | B | CHF | AUD | cAD || Nz | SEK |
these abrupt changes, the South Pacific currency 5 1.33% -0.66% 4.11% -0.91% 1.61% -4.24% -1.53% -0.01% 0.3%
has almost eroded its 6-month advance, while the 20 -0.3% -1.63% 2.08% 1.51% -1.25% -2.54% 2.17% 0.37% -0.39%
ear-on-year value growth is negative at —4.26%. 130 1.61% -4.01% 9.95% -10.06% 0.04% 0.66% -1.08% 0.71% 2.65%
250 3.63% 0.39% 13.89% -4.12% -1.96% -4.26% -4.4% -8.63% 5.46%

hile, the Yen remains the most overvalued
cy with the annual positive change of 14%.
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;é * " VOIatility 15:30 GMT
* *
Volatility Very rarely the volatility indices of any currencies are
Index Wed, 27 Apr Thu, 28 Apr Fri, 20 Apr Mon, 2 May Tue, 3 May ndex climbing significantly beyond 2-3 points on the scale
. . of the main Volatility chart. However, unexpected
central bank events seem to be destroying this
stereotype, because they manage to substantially
& 6 move the markets and influence their behaviour.
g‘ Besides central banks, however, hard data may also
a4 L4 g put pressure on the sentiment. This is exactly the
A case of the Aussie over the last week. Even though
N | N | L the elevated volatility was below the market average
| § | W\ . | § at 0.41 points, there are turbulence spikes worth
T Wﬁmf\“d 7777777777 | ’r\\f\'\f\\‘\f\f"\u’“\J\\wt\ 777777 T 7"7 Normal paying attention to. Meanwhile, the most volatile
Dukascopyéank\/olatilitylndex @AUD Volatility Index g_’| crosses were AUD/NZD and AUD/CAD amid wide
i fluctuations of energy prices.
Falling consumer prices, published completely
against the positive forecast, resulted in a surge Elevated Volatility (% of the observed period)
of AUD Volatility Index up to 5.35 points, the
second-record level over the researched period. Market AUD EURAUD | AUDUSD || AUDJPY || GBPAUD | AUDCHF || AUDCAD | AUDNZD | AUDSEK
CPI slid 0.2% in January-March, while analysts had
anticipated the same change, just with a plus 45 41 36 36 38 42 38 53 54 41
sign. Annual inflation fell to 1.3% from 1.7%.
Another increase of Aussie’s turbulence, before
the RBA event, was observed on April 28 when
the Bank of Japan announced its various policy Volatility Index (for the observed period)
decisions. However, compared with other events Market AUD H EURAUD H AUDUSD H AUDIPY H GBPAUD H AUDCHF H AUDCAD H AUDNZD H AUDSEK |
IR g chivieakBri2.9 LpOlnts)then. Max 374 8.3 841 795 98 888 821 1049 882  7.95
The weekly maximum skyrocketed to 8.30 points
on Tuesday, as the Reserve Bank of Australia Min 0.45 0.47 0.41 0.4 0.34 0.4 0.39 0.53 0.44 0.41
Average 1.06 1.19 1.13 1.08 1.2 1.19 1.13 1.35 1.4 1.16

decreased the main benchmark rate to 1.75%
from 2.00%, putting itself back on easing track.
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e Currency Significance 15:30 GMT

Correlations Over at least 20 months AUD significance levels have
Wed, 27 Apr Thu, 28 Apr Fri, 29 Apr Mon, 2 May Tue, 3 May Correlation

— 1.03

never reached the area that is located so close to the
AUDEUR & AUDUSD
AUDEUR & AUDJPY
AUDEUR & AUDGBP
AUDEUR & AUDCHF

upper bound of 1.00 for the composite. It seems that
inflation numbers and the RBA interest rate decision
have magically managed to greatly unite different

AUDEUR & AUDNZD
AUDEUR & AUDSEK
AUDUSD & AUDJPY
AUDUSD & AUDGBP
AUDUSD & AUDCHF
AUDUSD & AUDCAD

crosses of AUD, as at that moment in time they were

- 08 quite confident that the only way is to sell this
currency. Owing to that, the mean correlation
coefficient for the whole April 27-May 3 period rose
to the 0.63 level, much above 0.56-0.58 averages
that are seen on different historical time frames. As

for distributions, particularly the AUD/USD & AUD/

.average_ EE— JPY component created a long tail amid divergence

between US and some of Asia/Pacific currencies.

Correlations (5 vs 20 days)

AUDJPY & AUDCHF
AUDJPY & AUDCAD

-1 -09 -08 -07 08 -05 -04 -03 -02 -01 0 01 02 03 04 05 06 07 038 09 1

With consumer price data coming out, the AUD
composite correlation coefficient soared to reach

the 0.965 mark by 3:30 GMT on Wednesday of 107 - 10
the last week. Later in the period, however, . g—é <\If> @ %; @ .
correlations between currency pairs of the ' '

Australian Dollar were forced to diminish in the 00 4
run up to the RBA meeting. Some components, as

it is also reflected in violin charts, were pushed to 7 - 02
the red territory. The Yen reacted to the decision il .
of the Bank of Japan and appreciated sharply, " AUDELR&  AUDUSDE  AUDUSDA  AUDUSDA  AUDUSDA  AUDUSD&  AUDUSDA

AUDUSD AUDJPY AUDGEP AUDCHF AUDCAD AUDNZD AUDSEK
while the New Zealand Dollar used to be volatile Mean Correlation Coefficient (with AUDUSD)

on the back of the Reserve Bank of New Zealand’s

| Days | AUD | AUDEUR  AUDIPY | AUDGBP | AUDCHF |AUDCAD | AUDNZD & AUDSEK
5 0.78 0.55 0.7 0.77 0.64 0.43 0.71

meeting. By Tuesday, May 3, the correlations
started to revive and were as high as 0.65 points

en before news from the RBA. After the RBA, 20 .3 0.77 0.74 0:65 0.78 055 0.37 0.7
. g : 3 . 130 0.57 0.73 0.8 0.7 0.74 0.6 0.27 0.69

er, the composite immediately rallied to hit
. 250 0.65 0.81 0.73 0.68 0.64 0.26 0.61

oints during the peak moment.
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Confidence Intervals for Next 24 Hours

15:30 GMT
EURUSD Potential Rates GBPUSD Potential Rates
+0h +4h +8h +12 h +16 h +20h +24 h +0h +4 h +8h +12 h +16 h +20 h +24 h
11606 | | - 1.1606 147 | 147
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EXPLANATIONS

Violin Plot Methodologies
Violin Plot is a combination of a Box Plot Volatility Index
and rotated Kernel Density Plot Confidence Interval
A
Median

Interquartile Range

Values of Observations

v

Relative Density

py 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


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

£ DwAscoPY

Swiss Forex Bank & Marketplace

2o 2o

RESEARCH PRODUCTS RESEARCH PRODUCTS

Newest releases and archive:
b & Fundamental Analysis
Technical Analysis

Press Review

Market Research

Expert Commentary
Dukascopy Sentiment Index
Trade Pattern Ideas

. % . . Global Stock Market Review
Fundamental Analysis Technical Analysis Press Review Market Research

‘\ P r " h Commodity Overview

Economic Research
Quarterly Report

& ,& b b Aggregate Technical Indicator

Dukascory
RESEARCH PRODUCTS RESEARCH PRODUCTS RESEARCH PRODUCTS RESEARCH PRODUCTS Additional information:
-/ Dukascopy Group Home Page
Market News & Research

RESEARCH PRODUCTS RESEARCH PRODUCTS
——
\\\\\\\\\\\\\

-

FXSpider
Live Webinars
® Dukascopy TV
Dukascopy Bank . . . .
Expert Commentary & ® Sentiment Index 3 Trade Pattern Ideas Global Stock Market Review Daily Pivot Point Levels
.‘ " Economic Calendar

Daily Highs/Lows
SWFX Sentiment Index

& & »& Movers & Shakers FX

DuascoPy Forex Calculators

RESEARCH PRODUCTS RESEARCH PRODUCTS RESEARCH PRODUCTS

s
SR>

Currency Converter
Currency Index
CoT Charts

o

@
Commodity Overview > Economic Research .Dukasco;_)y Aggregate [ \
‘. : i Technical Indicator l ‘
\ b

il

Social networks:

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.

ukascopy group waive any and all warranties, express or implied, regarding, but without limitation to, warranties of the merchantability or the fitness for a
icular purpose, with respect to all information in this article. Dukascopy group shall under no circumstances be responsible for any direct, indirect, consequential,
gent or any other damages sustained in connection with the use of this article.
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