
44 / Splicing the markets – The trend is now heading upwards on 
GBP/USD, Buy the Dips
Hard to say I did not indulge myself into Brexit bashing over the last 12 months. Yet recently, the perspectives for a soft Brexit 
have been revised up and seem well received by the markets. As a result, the Pound is now in an uptrend vs the USD.

U.S. Dollar per British Pound
Weekly graph or the perspective over the next 2 to 4 quarters

On our long term oscillator 
series (lower rectangle), 

there remains the possibly for 
a further retest to the downside 
on GBP/USD towards the Fall. 
Yet, our envelopes are now hea-
ding up and our medium term 
oscillators are in an uptrend 
sequence that seems quite 
strong (upper rectangle). In-
deed, looking into the details of 
these medium term oscillators, 
we note that the intermediate 
top made in May has shown 
only a limited reaction to the 
downside and that since, prices 
have already broken out to new 
highs. On the price target side 

(right-hand scale), our ‘I’ Impulsive down targets had been achieved on the sell-off last Winter and our ‘C’ Corrective up targets 
are now showing potentials between 1.36 and 1.45 into next year. Hence, shorting the Pound is now probably playing against 
the trend. Going forward, we would probably favor a Buy the Dips strategy. 

U.S. Dollar per British Pound
Bi-monthly graph or the perspective over the next 1 to 2 years

To gain more confidence, 
we confirm this view with 

the long term graph of GBP/
USD. On our long term oscilla-
tor series, GBP/USD is now in 
a “Low Risk” situation (lower 
rectangle), while on our me-
dium term oscillators (upper 
rectangle), it may have made 
a strong intermediate low 
at least. ‘I’ Impulsive targets 
down (right-hand scale) had 
been achieved late last year 
around 1.20. The ‘C’ Correc-
tive up potential on this long 
term graph is now towards 
1.50-1.60 or towards its pre-
vious 2009 – 2014 range. 
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U.S. Dollar per British Pound
Daily graph or the perspective over the next 2 to 3 months

Last October to April saw 
a large accumulation 

pattern on GBP/USD. Ac-
cording to the sequences 
we project on both our os-
cillators series (lower and 
upper rectangles), GBP/
USD is now in an uptrend 
and has probably reached 
an intermediate top. We 
would expect it to retrace 
down during the 1st Half of 
August before it starts mo-
ving up again towards the 
Fall and our ‘I’ Impulsive 
targets up between 1.35 
and 1.40 (right-hand scale).  
This is not dissimilar to the 

scenarios we foresee on EUR/USD and other ‘riskier’ assets. Over the next few weeks, the potential for the retracement 
is probably towards 1.27-1.26 or circa 0.5 times our historical volatility measure ‘delta’ (middle rectangle, right-hand side) 
subtracted from the tops just made.

FTSE 100 Index vs MSCI WORLD INDEX (Currency hedged)
Weekly graph or the perspective over the next 2 to 4 quarters

The positive trend for 
GBP/USD translates 

into a negative trend for the 
FTSE vs other markets. This 
is shown on this currency 
hedged ratio (like to like 
comparison of the graphs, 
where the currency effect 
is not taken into account) of 
the FTSE vs the MSCI World 
Index. On both the oscillator 
sequences we project (up-
per and lower rectangles), 
we would expect the FTSE 
to underperfom the MSCI 
World into Q4 2017 and 
possibly H1 2018. On the 
target side the ratio is cur-

rently working through the lower boundaries of our ‘C’ Corrective targets down (right-hand scale). Below that, it will turn 
impulsive to the downside. The ‘I’ Impulsive targets down we can calculate (not shown yet) using our historical volatility 
measure ‘Delta’ (here at 11.31 %; middle rectangle, right-hand side) would suggest an underperformance of 5 to 10% 
towards year-end.

Concluding remarks

The uptrend, which started earlier this year on GBP/USD, now seems quite robust and we would expect it to continue 
towards next year. In the meantime, some retracement may materialize into August. We see this potential pull-back as 
a ‘Buy the Dips’ opportunity. 45


