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MNI MARKETS ANALYSIS: End of GBP Consolidation Could 

Coincide with Improving Technical Trends  

 

Executive Summary:  
 

• 2023 consolidation phase could give way to more bullish medium-term view 

• More positive GBP technical outlook runs counter to poorer macro backdrop… 

• … But if the bad news is priced in, a correction higher could follow 
 
IMF forecasts that look for the UK economy to be the only G7 economy to shrink across 2023 are well 
known, and make the case for further GBP weakness across the medium-term. Nonetheless, a number of 
positive technical factors could be emerging for the currency, and a bottoming out of negative newsflow 
could result in a positive conclusion to the current consolidation phase. 
 
The IMF’s January forecast round saw a notable downgrade to UK growth forecasts, seeing the economy contract 
by 0.6%, vs. growth of close to 1% for G7 peers including France, the US, Canada and Japan. The IMF’s forecasts 
were borne out in the generally weaker than expected economic performance across Q1 – data which pressed 
economic surprise indices considerably lower for the UK relative to the Eurozone and US.  
 
Figure 1: Citi UK Economic Surprise Index fell sharply in Q1 
 

 
Source: MNI/Citi/Bloomberg 

 
The stabilization of the economic surprise could suggest the bad news for the UK economy has been somewhat 
priced in – further reflected in the stabilization of the market-implied BoE peak rate, holding either side of 4.50% 
after printing extremes of 4.10 – 4.85% this year.  
 
As such, it’s possible the end of the current consolidation phase for GBP could be accompanied by improving 
sentiment off a low base for GBP – a view supported by constructive underlying technical themes for the currency.  
 
GBPUSD touched a low of 1.0350 on Sep 26 2022 before reversing higher. The recovery resulted in the pair 
recovering above 1.2000 and since the 1.2446 high on Dec 14, price has settled in a broad range. (See figure 2 
below). Importantly from a trend perspective, price remains closer to the highs of the Sep - Dec 2022 bull cycle. At 
this stage, it appears that the broad consolidation, since Dec 14, represents a pause in the uptrend. 
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Looking at moving average studies, the position of the 20-day and 50-day EMAs remain in a bull-mode position 
despite the fact that the very short-term set-up appears neutral. Note that the moving average studies reversed to a 
bull mode position in mid-November last year. The key hurdle is the 1.2448 resistance, the Jan 23 high. A break of 
this level would highlight a range breakout and more importantly, a resumption of the uptrend.  
 

• Key support lies at the 1.1800 handle - 1.1804 is the Mar 8 low and the range base.  

• Clearance of support would signal a more significant reversal.  
 
Figure 2: GBP/USD remains in consolidation phase for 2023 
 

Source: MNI/Bloomberg 
 
A look at the long-term chart highlights the importance of 1.2000 as a key medium-term pivot level. Historically, 
GBP/USD has been unable to remain below the 1.2000 handle and even the sell-off during last year's crisis, 
resulted in a fairly quick recovery from the lows at 1.0350 to levels above 1.2000.  
 
Since 2017, there have been a number of attempts to break 1.2000 and each attempt has - so far - failed to result in 
a resumption of the long-term downtrend. Note the failure to remain below 1.2000 during the 1984/85 sell-off. So the 
long-term chart suggests that GBPUSD historically offers good value below the 1.2000 level. If resistance at 1.2448, 
the Jan 23 high, is breached, this could be an early indication that we may see prices climb towards the 1.4000 
handle over the medium / longer-term period. The 1.4000 handle is the next major resistance - one can see from 
the chart, the number of occasions 1.4000 provided support and once breached, in 2016, how 1.4000 proved to be 
a reliable resistance.    
 
Figure 3: Longer-term charts show importance of 1.2000 as key pivot 

 


