
 

 
◆ The BoE kept rates on hold in March, with a small hawkish 

surprise in the MPC vote split; GBP-USD largely steady  

◆ When growth concerns become more dominant, markets are 

likely to price in more BoE cuts, thereby weighing on the GBP 

◆ The GBP also tends to underperform in periods of high 

uncertainty 
 
‘Uncertainty’ is the unsurprising catchphrase among major G10 policymakers 
at their March meetings, despite the difference in their policy rates (Chart 1). The 
most recent monetary policy announcement came from the Bank of England (BoE) 
on 20 March, which also stressed increased uncertainties in the statement. Like the 
Federal Reserve, the BoE also kept rates steady, as widely expected. (Please read 
FX Viewpoint Flash: “Fed held rates steady again, trade policy key for USD” for more 
details.) GBP-USD held relatively steady, despite a small hawkish surprise that 
only one monetary policy committee (MPC) member, Swati Dhingra, dissenting 
in favour of a 25bp cut, after two voted for a 50bp cut in February.  

1. G10 policy rates vs implied rates 
for one year ahead 

 2. GBP-USD and its yield differential 
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The BoE’s slow and steady pace of easing has led to a relatively stable interest rate 
outlook versus the US. Indeed, larger moves in US rate expectations have driven 
yield differential and GBP-USD over the past year (Chart 2), as markets are more 
concerned by the potential impact of tariff policy on the US economy. 

Over the near term, the risks of US tariffs on Europe from April and an 
announcement from US President Trump on reciprocal tariffs, among others, 
would probably pose downside risks to the GBP, as the currency tends to 
underperform in periods of high uncertainty.  

As US tariffs rise, weakness in the European and global economy would spill 
over to the UK economy, which has been struggling. UK survey data in recent 
months has shown softer labour demand, which is likely to weigh on wage growth 
and new hiring, pushing unemployment higher over the coming months. It also 
looks like fiscal policy will tighten, but it is not known when or by how much. 
Our economists’ base case is that growth and employment concerns will come to 
dominate over inflation worries. As such, when markets start to price in more BoE 
cuts, the GBP is likely to face downside risks. 
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The BoE’s MPC voted by 8-1 to 

keep rates on hold at 4.5% in 

March 

 

 

 

 

 

 

 

 

 

 

 

 

GBP-USD has been largely 

tracking its yield differential 

The GBP is likely to face 

downside risks from the 

uncertainty surrounding trade 

and the global economy 

When growth concerns become 

more dominant, markets will 

probably price in more BoE 

cuts, thereby weighing on the 

GBP 

GBP-USD: Holding the line for now… 

https://www.hsbc.com.hk/wealth/insights/fx-insights/fx-viewpoint/fed-held-rates-steady-again-trade-policy-key-for-usd/
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Disclosure appendix 
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Research operate and have a management reporting line independent of HSBC's Investment Banking business. 
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to ensure that any confidential and/or price sensitive information is handled in an appropriate manner. 

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest 

payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the 

price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument, 

and/or (iii) measuring the performance of a financial instrument or of an investment fund.  
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