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USD/JPY volatilities return to
pre-intervention levels, mostly...

| By John Crisp, Head of FX Product and Strategy, TraditionData

Thejointintervention by the Bank of Japanand U.S.
Treasury on July 30-31had the intended impact on
USD/JPY FX spot. Over that time JPY strengthened
fromover163.50 to lower than156.00 against USD
-levelslast seenin early May.

Predictably, USD/JPY volatility reacted, most noticeably
at the short end of the curve.

1month ATM (at-the-money) vols jumped from 6.2% to 8.7% in the
space of 7 hours on July 30, topping 10% by the start of trading on
Monday August 3. Simultaneously, 25 deltarisk reversals moved
from1.55% JPY puts over JPY calls to 2.30% on July 30, increasing
to 3.4% by August 3. Butterfly prices were largely unaffected.

Theincrease in ATM pricing shows options traders anticipating
increasing fluctuationsin spot levels post-intervention.
Theincrease inrisk reversals reflected options traders pricing

a greaterlikelihood of returning back to JPY weakening. Both
outcomes materialised with USD/JPY spot back around 160.00
and vollevels having by and large reverted to levels seen prior
to the intervention, with Tmonth ATM vols below 7.5%.

However, the options market continues to signal caution. Tmonth
risk reversals are stillat 2.0% JPY puts over calls predicting greater
probability of JPY weakeningin the future.
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Following this direct FX market intervention, expectations
are growing that this will be reinforced by monetary
policy decisions:

An anticipated Bank of Japanrate hike (with the 2-year
JGB (Japanese Government Bond) currently yielding 1.69%
versus the pre-intervention level of 1.44%)

The Fedis expected to leave rates unchanged (with the
2-year US Treasury currently yielding 4.17% versus the
pre-intervention level of 4.22%)

These developments would narrow the interest rate differential
which could make yen-funded carry trades less attractive,
potentially encouraging repatriation of funds to Japan, providing
further support to the yen.

These developments highlight how quickly events can propagate
through FX spot, volatility and rates markets.

Formarket participants, having access to live OTC market data
can be critical to understanding these moves as they happen
—rather than after the fact.

AllFX spot, FX volatility and fixed income datareferenced in this
analysisis sourced from TraditionData, covering data from the
Tradition and TFS Volbroker businesses.

To see how live wholesale OTC data can help you stay ahead
of fast-moving FX markets, get in touch with our team to find
outmore.
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This article is produced by TraditionData. At TraditionData
we provide leading insights from our extensive suite of
OTC market data, including global coverage across FX,
interest rate derivatives, fixed income, and commodities.

TraditionData delivers precise, validated price data across
all active inter-dealer markets in the region and globally,
direct from Tradition’s market-leading business operating
in more than 30 countries.

Tradition provides real-time pricing across 200+ products
and more than 200,000 instruments. TraditionData
equips financial institutions with trusted insights for risk
management, valuation, validation, surveillance, trading
and analytics across complex and opaque markets.

Related market data products

FX options
Credit & fixedincome
Forwards & spots

Japanese retail FX

www.traditiondata.com/contact-us

This document and its contents are confidential. It is intended solely for the use of the individual or entity to whichitis provided. Information contained herein is the property of Compagnie
Financiére Tradition S.A. or any of its subsidiaries and/or TraditionData (together “Tradition”). Unauthorised disclosure, copying or distribution of such information is strictly prohibited,

and the information shall not be redistributed in any form to any third party, in each case without the prior consent of Tradition. Whilst every effort is made to ensure the accuracy of the
information contained herein, no warranty, condition or guarantee is given by Tradition inrespect of any information. Nothing herein constitutes investment advice or an offer, or solicitation
of an offer, to buy or sell any financial product. To the maximum extent of the law, Tradition accepts no responsibility for any reliance placed on the contents of this document and accepts
no liability for any direct, indirect or any other loss arising out of any use of the information contained in this document or any omission fromit. It is not intended for distribution to, or use by
any person or entity in any jurisdiction or country where such distribution or use would be contrary to any applicable law or regulation. Copyright © Tradition, 2026. TraditionData is a trade

mark of Tradition. Commercial in Confidence

August 26


http://www.traditiondata.com/contact-us
https://www.traditiondata.com/products/fx-options/
https://www.traditiondata.com/products/japanese-retail-foreign-exchange-flow/
https://www.traditiondata.com/products/credit-fixed-income/
https://www.traditiondata.com/products/forwards-spots/

