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A Cautiously Optimistic View on Great Britain Pound (GBP)


A last-minute Brexit deal will mean a clear positive on GBP



The multi-year underperformance of GBP could start to unwind



A modestly higher GBP/USD is expected in 2021

Our base case is that the UK and the EU will strike a last-minute Brexit deal before the end of 2020. If this happens,
the multi-year depression of the Great Britain Pound (GBP) could finally be over. Since the UK’s surprise decision in
June 2016 to leave the EU, GBP/USD was mired in a three-decade low trading range of between 1.14 and 1.43. The
underperformance of the GBP was also broad-based as a result of its trade-weighted index having been stuck in the
lowest quartile over the last four years. As such, a Brexit deal – should it come to pass – could be the trigger that GBP
needs to break through its low ranges.
Our previously cautious stance on GBP/USD has now been upgraded to a cautiously optimistic view. While the fog of
Brexit may finally clear, we tend to curb our enthusiasm on the GBP – the economic outlook remains highly uncertain
as a result of the current COVID-19 situation in the UK. Fears towards negative rates is also a lingering headwind for
the currency. Overall, our GBP/USD forecasts have been updated to 1.35 in 1H21 followed by 1.36 in 2H21.
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Source: Bloomberg. Data as at 30 November 2020.

IMPORTANT NOTICE AND DISCLAIMERS:
The information contained in this publication is given on a general basis without obligation and is strictly for
information purposes only. This publication is not intended to be, and should not be regarded as, an offer,
recommendation, solicitation or advice to buy or sell any investment or insurance product and shall not be
transmitted, disclosed, copied or relied upon by any person for whatever purpose. Any description of investment or
insurance products, if any, is qualified in its entirety by the terms and conditions of the investment or insurance
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your own professional advisers about issues discussed herein.
The information contained in this publication, including any data, projections and underlying assumptions, are based
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as of the date of the publication, all of which are subject to change at any time without notice. Although every
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implied or statutory, and shall not be responsible or liable for its completeness or accuracy. As such, UOB and its
employees accept no liability for any error, inaccuracy, omission or any consequence or any loss/damage howsoever
suffered by any person, arising from any reliance by any person on the views expressed or information contained in
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