GBP/USD tumbles past 1.3100 amid mounting US dollar strength and cautious BoE outlook
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GBP/USD plunged below the 1.3100 mark on Tuesday in a sharp decline that intensified amid growing bearish sentiment. The Pound Sterling continues to struggle against the US Dollar, closing flat or lower in nearly all of the last twelve trading sessions as it heads towards its third consecutive week of losses. This trend reflects mounting safe-haven demand for the US Dollar, which has gained strength amid concerns including the ongoing US government shutdown and resilient US economic data.
Traders are positioning cautiously ahead of the Bank of England’s (BoE) forthcoming interest rate decision scheduled for Thursday, with expectations leaning towards a hold. The Monetary Policy Committee (MPC) is widely expected to maintain the current interest rate, likely voting six-to-three in favour of staying on hold. The UK headline inflation rate printed at 3.8% as of August, still nearly double the BoE’s 2% target, which limits the case for a rate cut. Market focus is sharpened on any shifts in the BoE’s communication tone and potential voting dissents, particularly amid subdued UK economic data reflecting cooling labour market conditions, slower hiring in manufacturing and construction, and falling vacancies alongside restrained wage growth.
The softer UK data, including an October headline inflation figure of 3.1%, slightly above forecasts but far below the double-digit levels seen earlier in 2023, have fed market speculation about a possible dovish tilt. There is a roughly 35% probability priced in for a 25-basis-point rate cut that would bring the bank rate to 3.75%, reflecting some division within the BoE’s ranks. Some members have pointed to sticky inflation in services, while others advocate for pre-emptive rate cuts to support economic activity. This drawdown in the Pound contrasts starkly with the persistent strength of the US Dollar, bolstered by solid employment data including a 195,000 gain in October’s Nonfarm Payrolls and hawkish commentary from Federal Reserve officials reaffirming a "higher for longer" interest rates stance. Recent Fed officials' remarks, including Chair Jerome Powell and regional presidents, have underlined the ongoing challenge of inflation remaining above the Fed’s 2% target, dampening market expectations of imminent rate cuts.
Technically, the GBP/USD pair has formed a clear double-top pattern with the neckline near 1.3100, which has turned into strong resistance after the breakdown. This setup projects a downside target approaching 1.2580, mirroring the 38.2% Fibonacci retracement of the 2023–2025 rally. Both momentum indicators and moving averages confirm the bearish environment, with the Relative Strength Index (RSI) hovering in oversold territory and the MACD firmly in negative territory. Support is seen clustered around 1.3060 to 1.2970, with resistance near 1.3130 and above. Analysts are watching for any oversold bounce, but such a recovery seems unlikely without surprise dovish signals from the BoE or softer than expected US economic data.
While the near-term outlook remains challenging for GBP/USD, historical context shows contrasting phases over the last months. Earlier in 2025, the pair rallied above 1.3400, reaching a three-year high near 1.3443, fuelled by strong buying interest following a rebound from multi-year lows. That rally was supported by positive technical momentum with the MACD and stochastic oscillators signalling further upside potential at that time. However, renewed US economic strength and hawkish Federal Reserve rhetoric have since reversed much of those gains.
Despite the BoE’s position to keep rates steady, ongoing geopolitical and trade uncertainties could still provoke volatility. Recent UK indicators, such as unexpected rises in claimant counts, underscore domestic economic fragility. The interplay between diverging UK and US inflation trajectories continues to underpin currency flows, with the US inflation outlook expected to remain moderately above target throughout 2025, alongside low unemployment across major economies.
In summary, GBP/USD is navigating a complex environment marked by contrasting monetary policy outlooks and economic signals. The Pound faces downward pressure amid cautious UK data and hawkish US policy expectations, with technical and fundamental factors aligning toward further near-term weakness unless the BoE signals a significant policy shift or US economic momentum falters. Market participants remain attentive to Thursday’s BoE announcement as a potential catalyst, while broader global economic conditions and US government developments continue to influence the Pound-Dollar dynamic.
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