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Fundamental Analysis

GBP/USD suffered sharp downside moves last week, initiated by a rise in jobless claims and a 
slowdown in wage growth, before the headline inflation fell to 3% (in line with our forecast consensus, 
and down from 3.4%) which of course reinforced the market’s view that this will prompt a more dovish 
rate cut path from the BoE. Concurrently, the dollar continued to edge higher, as US/Iran geopolitical 
developments became an increasing focus for markets. 

‘Data keeps BoE 
on dovish rate 
path’ 

Early year gains have almost all been erased. 
Much of last weeks’ weakness is reflective of the 
market seeing a BoE March rate cut as a ‘done 
deal’. The scope for a shift from two 0.25% cuts in 
2026 to three has also increased, subject to 
inbound data. Unemployment hitting the highest 
levels for five years has kept market sentiment 
defensive. Revisiting the GBP/USD levels seen in 
January now looks unlikely. The big technical 
level of 1.3437 has held this morning, and with a 
lack of UK data this week, tariff developments and 
US/Iran headlines will drive price action, led by 
the dollar side of the equation.

Dollar buffeted by geopolitical and tariff crosswinds
After many months of waiting, Friday finally saw the Supreme Court declare IEEPA tariffs unlawful, 
which has been met with Trump ramping up global tariffs to 15% under the section 122, which can 
hold for 150 days (after which congressional approval is required). This has caused some risk off / 
dollar weaker action to begin the week. Trump has ramped up his ultimatum to Iran over its nuclear 
programme, allowing markets to receive an increased likelihood of military action. In this context, the 
dollar has rallied a touch, alongside a move higher in oil (the strait of Hormuz facilitates 20% of 
seaborne oil transportation). We simply do not know if Trump will escalate further, but the risk of such 
escalation should keep the dollar, oil and safe havens such as Gold in a more volatile state. On 
balance, the expectation is higher for military action than for a successful negotiation. Interestingly, an 
algorithm focused on Bloomberg news headlines with regards to Fed language suggests communique 
is at it’s most hawkish for over a year, which should help to keep the dollar supported outside of 
current headline driven volatility.
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GBP/USD

Upside

1.3342

Significant technical 
support here should 
1.3437 break. 

1.3266

Significant technical 
support unlikely to be 
tested short term.

1.3437

Downside

1.3726

The first technical 
resistance level 
above where spot 
trades.

1.3788

Long term upside 
target should dollar 
suffer further bout of 
weakness.

1.3590

Technical Analysis

The uptrend market condition remains in-tact, with last weeks’ weakness still representing a 
retracement or ‘down-leg’ in the wider trend. Our long standing 1.3437 technical levels held both 
on Friday and this morning, with short term price action poised to push a little higher. Rallies are 
likely to be capped, with resistance evident at 1.3590 and 1.3652. The constructive technical set-
up would be negated if price action closes below the January low of 1.3338. There remains a low 
risk of this occurring in the short to medium term.
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A major momentum high 
from 2024 is now 
providing significant 
technical support. 

Upside resistance 
evident here in 2025.
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Looking Ahead
A look ahead to the key scheduled data releases for the week
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AM: MPC member 
Taylor speaks

PM: Waller speaks PM: PPI

AM: Consumer 
confidence

AM: CPI 

PM: Unemployment 
claims
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