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The GBPUSD entered 2016 under immense pressure, with 
the British Pound in general suffering from a complete 
lack of investor attraction. The combination of repeated 
pushed back UK interest rate expectations, prolonged 
weakness in headline inflation and ongoing signs of 
economic momentum slowing down, when combined with 
confirmation of a historic EU referendum for June, spelt 
aggressive losses for the Pound. We previously thought that 
it was possible that the GBPUSD could fall to 1.40 during Q1, 
but losses accelerated even further to a near seven-year low 
of 1.38 by the end of February.

With that being said, many were left stunned at the pace 
of recovery in the Pound, as Q1 came to a conclusion with 
the GBPUSD managing to recover losses and finding itself 
back at 1.45. The major reason for the recovery in the Pound 
as Q1 came to a conclusion was due to USD weakness, 
and pushed back US interest rate expectations, with the 
recovery in the GBPUSD having little to do with improved 
sentiment towards the British Pound. 

As we now enter Q2, there is a strong possibility that 
market volatility may intensify in favour of the bears, as 
the EU referendum looms closer - this should provide 
opportunities for bearish investors to attack the currency 
pair. We personally feel that any recovery in the GBPUSD 
can be seen as a relief rally, before another steeper decline 
down the charts. We now see the area around 1.45 as 
a critical psychological level for the GBPUSD and if we 
do not manage to close trading above this level on the 
weekly timeframe, investors are still likely to enter pullback 
opportunities to drive the currency pair lower.     

In regards to the technicals, the GBPUSD is under immense 
pressure and heavily bearish on all the major timeframes. 
There have been consistently lower lows and lower highs 
on the monthly timeframe, while the third weekly candle of 
March shows a potential bearish engulfment. The resistance 
at 1.4500 will be seen as a critical psychological level for now 
and we would need to conclude above this level for a further 
recovery in the currency pair from a technical perspective.
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As long as we fail to close above 1.45 on a weekly basis, the 
gates will likely open once again for another decline in the 
GBPUSD, in the medium term.  

Technical lagging indicators such as the moving averages on 
the daily, weekly and monthly timeframes all suggest that 
the GBPUSD is still bearish, while the MACD also traces deep 
into the downside. On the daily timeframe, the GBPUSD is 
now respecting a bearish channel and a breakdown below 
1.41 will likely open the path towards 1.40 and potentially 
lower. The candlesticks are also trading below the daily 20 
SMA while the negative view is also complimented by the 
MACD crossing to the downside. We personally also believe 
that a breakdown below 1.41 would be a critical technical 
move that could act as the catalyst to encourage another 
greater decline towards the milestone lows around 1.38 as 
MTFA (Multi-Time Frame Analysis) currency suggests. 
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Disclaimer: The content in this article comprises personal opinions and ideas and should not be construed as containing personal and/or other investment advice and/or 
an offer of and/or solicitation for any transactions in financial instruments and/or a guarantee and/or prediction of future performance. FXTM, its affiliates, agents, directors, 
officers or employees do not guarantee the accuracy, validity, timeliness or completeness of any information or data made available and assume no liability as to any loss 
arising from any investment based on the same.

Risk Warning: There is a high level of risk involved with trading leveraged products such as forex and CFDs. You should not risk more than you can afford to lose, it is possible 
that you may lose more than your initial investment. You should not trade unless you fully understand the true extent of your exposure to the risk of loss. When trading, you 
must always take into consideration your level of experience. If the risks involved seem unclear to you, please seek independent financial advice.
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