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Press Release

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


1. The Exchange Rate
Strengthening of the shekel against the euro and dollar, in parallel with a 
weakening of the dollar worldwide.

In September, the shekel strengthened by about 0.7 percent against the dollar and by about 0.4 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 0.65 percent in September.
Worldwide, the US dollar weakened against most major currencies in September.  The dollar weakened by 0.3 percent against the euro, by 2.1 percent against the Japanese yen, and by 1.6 percent against the Swiss franc. In contrast, the dollar strengthened by 1.3 percent against the British pound. 


2. Exchange Rate Volatility
A decline in actual volatility of the exchange rate in parallel with a decline in implied volatility. 

The standard deviation of changes in the shekel-dollar exchange rate, which represents its actual volatility, decreased by about 1.3 percentage points in September, to 4.5 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––declined by about 0.2 percentage points, to 7.5 percent at the end of September. 
In contrast, the implied volatility in foreign exchange options in emerging markets increased, to an average of about 10.7 percent, and the implied volatility in foreign exchange options in advanced economies also increased, to about 9.8 percent at the end of September (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 September was about $150 billion, compared with about $148 billion in August. Average daily trading volume increased by about 6 percent, to about $6.8 billion. 

The trading volume in spot and forward transactions (conversions) was about $33 billion in September. Average daily trading volume in those transactions increased in September by about 15 percent compared with August. 

The trading volume in over the counter foreign currency options (which are not traded on the stock exchange) totaled about $2.7 billion in September. The average daily trading volume in those options declined by about 2 percent in September compared with August, to about $123 million.

The trading volume of swap transactions was about $114 billion in September, compared with about $115 million in August. Average daily trading volume increased by about 4 percent from the previous month, to around $5 billion.

Nonresidents' share of total trade (spot and forward transactions, options and swaps) increased to about 33 percent at the end of September.  The increase derived from an increase in the volume of activity by nonresidents in swap and conversion (spot and forward) transactions.
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Figure 1: Index of NIS/$ exchange rate, and the nominal effective exchange
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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* September 2016
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Figure 3: Standard deviation of change in exchange rate

!

\

F91/80
91790
F9Lv0
F9Lico
rGLeL
FGLoL
FGL/80
FGL/90
FGLv0
A
a3
FvLioL
F¥1i80
F¥1i90
FYLivo
Fviico
reLeL
FeLoL
F€L/80
F€L/90
FELY0
F€Lo
rcLiel
rcLoL
FCLigo
FCL90
FCLv0
rchieo
FLeL
- Lol
rLLi80
- LL90
F v
rLizo
roLreL
roLioL
-0L/80
-0L/90
F0Lv0
r0oLico

16%
12%
10%
8%
6%
4%
2%

14%

60/21

0%





image5.png
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 32,992 113,882 788 2,707 150,369

 Daily average (22 days) 1,500 5,176 36 123 6,835

Nonresidents 11,016 37,118 262 708 49,104

 of which Foreign financial institutions 10,217 35,642 149 668 46,676

Residents 21,976 76,764 526 1,999 101,265

 of which Real sector 6,444 12,085 103 1,153 19,785

                 Financial sector 1,583 11,869 155 44 13,651

                 Institutions (incl. insurance companies) 3,083 13,267 0 0 16,350

                 Individuals and provident funds 1,468 5,575 0 152 7,195

                Other

4

6,843 26,479 8 308 33,638

                Domestic banks

5

2,555 7,489 260 342 10,646

Total 29,950 114,538 597 16,449 161,534

 Daily average (23 days) 1,302 4,980 26 715 7,023

Nonresidents 9,896 32,642 60 12,373 54,971

 of which Foreign financial institutions 8,872 32,128 60 12,226 53,286

Residents 20,054 81,896 537 4,076 106,563

 of which Real sector 6,397 12,964 485 1,401 21,247

                 Financial sector 1,377 11,032 1 318 12,728

                 Institutions (incl. insurance companies) 3,223 15,979 12 182 19,396

                 Individuals and provident funds 1,270 4,950 0 347 6,567

                Other

4

5,579 31,148 0 1,275 38,002

                Domestic banks

5

2,208 5,823 39 553 8,623

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)

September 

 -16 (Not 

final)

August -16
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