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Press Release

[bookmark: _GoBack]Israel’s foreign currency market in November 2016


1. The Exchange Rate
Strengthening of the shekel against the euro and dollar, in contrast with a strengthening of the dollar worldwide.
In November, the shekel strengthened by about 0.3 percent against the dollar and by about 3.1 percent against the euro. 
Against the currencies of Israel's main trading partners, in terms of the nominal effective exchange rate of the shekel (i.e., the trade-weighted average shekel exchange rate against those currencies), the shekel strengthened by about 2.3 percent in November.
Worldwide, the US dollar strengthened considerably against most major currencies in November.  The dollar strengthened by 2.9 percent against the euro, by 8 percent against the Japanese yen, and by 2.7 percent against the Swiss franc.  In contrast, the dollar weakened by 2.3 percent against the British pound. 


2. Exchange Rate Volatility
An increase in actual volatility of the exchange rate in parallel with an increase in implied volatility. 
The standard deviation of changes in the shekel-dollar exchange rate, which represents its actual volatility, decreased by about 1.6 percentage points in November, to 5.8 percent at the end of the month. 
The average level of implied volatility in over the counter shekel-dollar options––an indication of expected exchange rate volatility––increased by about 0.2 percentage points, to 7.3 percent at the end of November. 
In parallel, the implied volatility in foreign exchange options in emerging markets also increased, to an average of about 11.6 percent, and the implied volatility in foreign exchange options in advanced economies also increased, to about 10.1 percent at the end of November (Figure 4).




3. The Volume of Trade in the Foreign Currency Market 
Total trading volume increased, in parallel with an increase in nonresidents’ relative share of total trading volume.

Total trading volume in foreign currency in November was about $160 billion, compared with about $107 billion in October. Average daily trading volume increased by about 2 percent, to about $7.3 billion. 

The trading volume in spot and forward transactions (conversions) was about $36 billion in November. Average daily trading volume in those transactions increased in November by about 2 percent compared with October. 

The trading volume in over the counter foreign currency options (which are not traded on the stock exchange) totaled about $4.9 billion in November. The average daily trading volume in those options increased compared with October, to about $224 million.

The trading volume of swap transactions was about $119 billion in November, compared with about $80 billion in October. Average daily trading volume increased by about 2 percent from the previous month, to around $5.4 billion.

Nonresidents' share of total trade (spot and forward transactions, options and swaps) increased to about 32.2 percent at the end of November.  The increase derived from an increase in the volume of activity by nonresidents in conversion (spot and forward), swap and options transactions.
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Figure 1: Index of NIS/$ exchange rate, and the nominal effective exchange

rate*
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* Calculated as the average shekel exchange rate against 26 currencies (representing 32 countries)
weighted according to the volume of trade with those countries.
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Figure 2: Rate of change of exchange rates of various currencies against
the dollar* November 2016
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Figure 4: International comparison of implied volatility of shekel/dollar
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Emerging markets: Chile, Hungary, Mexico, the Philippines, Poland, Singapore, South Africa, South Korea, Thailand and Turkey.
Advanced economies: Australia, Canada, the eurozone, Japan, UK, Switzerland.
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Conversions 

(1)   Swaps

1

 (2)

 Cross 

Currency 

swap

2

 (3)  Options

3

 (4)

Total volume 

of trade 

(1)+(2)+(3)+(4)

Total 35,644 118,561 425 4,938 159,568

 Daily average (22 days) 1,620 5,389 19 224 7,253

Nonresidents 11,629 37,804 325 1,622 51,380

 of which Foreign financial institutions 10,998 36,143 325 1,605 49,071

Residents 24,015 80,757 100 3,316 108,188

 of which Real sector 7,880 13,331 0 2,014 23,225

                 Financial sector 1,184 10,112 0 111 11,407

                 Institutions (incl. insurance companies) 2,569 19,344 0 10 21,923

                 Individuals and provident funds 1,663 1,767 0 227 3,657

                Other

4

7,572 28,355 0 239 36,166

                Domestic banks

5

3,147 7,848 100 715 11,810

Total 23,798 79,593 0 3,342 106,733

 Daily average (15 days) 1,587 5,306 0 223 7,116

Nonresidents 8,378 24,277 0 869 33,524

 of which Foreign financial institutions 7,936 22,749 0 869 31,554

Residents 15,420 55,316 0 2,473 73,209

 of which Real sector 5,045 12,527 0 1,624 19,196

                 Financial sector 753 6,489 0 330 7,572

                 Institutions (incl. insurance companies) 2,315 7,897 0 0 10,212

                 Individuals and provident funds 989 1,431 0 124 2,544

                Other

4

4,758 21,687 0 168 26,613

                Domestic banks

5

1,560 5,285 0 227 7,072

1

  Only one leg of the swap, i.e., the nominal value of the transaction (in accordance with the BIS definition) 

2

  The exchanged founds through Cross Currency Swap transactions considered for the volume, as one leg only in cases where the two legs offset each other.

3

 The national value, that includes purchases and sales of put and call options.

4

 Including other entities such as portfolio managers, nonprofit organizations, national institutions, and those not included elsewhere.

5

 Total interbank trade, divided by 2

Forex transactions with domestic banks, by instruments and derivatives ($ million)

November 

-16 (Not 

final)

October -

16
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