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GBP's recent rally likely short-lived amid economic uncertainty 

 
 The Sterling Pound (GBP) has stabilised after its spectacular fall in March 

 The UK economy is still expected to contract sharply in 2020 due to the COVID-19 pandemic 

 Brexit uncertainties and dovish Bank of England could weigh on the GBP in the near term 

 

 
GBP/USD has recovered to above 1.20 after a collapse in March – from 1.30 to a multi-decade low of 1.14 – as a 
result of the COVID-19 pandemic. In response to the pandemic, the Bank of England (BOE) has cut its key interest 
rate from 0.75% to a mere 0.10% while expanding its crisis-era bond purchase programme from GBP 200 billion to 
GBP 645 billion. The central bank also forecast that UK's growth would fall by 14% over 2020, making it the sharpest 
annual downturn since 1706. 
 
In the near term, there are a couple of factors that could weigh on the GBP. Firstly, without an extension of the Brexit 
transition period – during which the UK must submit a request by end-June 2020 – the chance of the EU and UK 
reaching a trade deal by end of 2020 looks unlikely.  
 
This adds to the ongoing economic uncertainty brought about by the pandemic. Secondly, the BOE is also expected 
to further expand its bond purchases during the upcoming June meeting, which will dent the prospects of its currency. 
Overall, we forecast GBP/USD to be at 1.23 in 3Q20. 
 



 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

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 product and if 
applicable, the prospectus or constituting document of the investment or insurance product. Nothing in this publication 
constitutes accounting, legal, regulatory, tax, financial or other advice. If in doubt, you should consult your own 
professional advisers about issues discussed herein. 

The information contained in this publication, including any data, projections and underlying assumptions, are based 
on certain assumptions, management forecasts and analysis of known information and reflects prevailing conditions 
as of the date of the publication, all of which are subject to change at any time without notice. Although every 
reasonable care has been taken to ensure the accuracy and objectivity of the information contained in this publication, 
United Overseas Bank Limited (“UOB”) and its employees make no representation or warranty of any kind, express, 
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 
this publication. 

Any opinions, projections and other forward looking statements contained in this publication regarding future events or 
performance of, including but not limited to, countries, markets or companies are not necessarily indicative of, and 
may differ from actual events or results. The information herein has no regard to the specific objectives, financial 
situation and particular needs of any specific person. Investors may wish to seek advice from an independent financial 
advisor before investing in any investment or insurance product. Should you choose not to seek such advice, you 
should consider whether the investment or insurance product in question is suitable for you. 
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