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Fundamental / Economic Backdrop (short term)

GBP/JPY remains driven by a combination of UK rate expectations, Bank of Japan policy stance, and broader risk-sentiment
conditions.

United Kingdom influences

¢ Market expectations lean toward a Bank of England (BoE) easing path in 2026, but near-term data (services inflation, wage
pressures) remains sticky.

¢ Sterling is under modest support from relative rate advantage versus the yen, because the BoJ maintains ultra-accommodative
policy.

¢ UK macro readings remain mixed: cooling inflation reduces urgency for hikes, but growth remains sluggish. This creates a
neutral-to-mildly supportive GBP backdrop.

Japan influences

e The Bank of Japan continues to maintain very loose monetary settings, despite occasional commentary hinting at future
normalisation.

¢ Yen weakness persists due to rate differentials, though intermittent safe-haven flows can trigger short-term yen strength.

Global risk environment

¢ Risk sentiment appears stable-to-positive, supporting carry-trade demand (buying high-yield currencies vs. yen).

¢ Any equity market wobble or geopolitical flare-up could quickly strengthen JPY.

Fundamental /| Economic verdict

Short-term fundamentals remain mildly bullish GBP/JPY, supported primarily by interest-rate differentials and stable risk sentiment.
Downside risks stem from risk-off episodes or unexpected yen-supportive BoJ communication.

Technical and Market Sentiment (short term)

(Based on GBP/JPY at 208.35)

GBP/JPY remains in an elevated bullish structure but shows signs of momentum fatigue, with intraday volatility tightening.
Support and Resistance Levels

Type Levels (approx.) Notes
Immediate resistance 208.80 — 209.20 Upper intraday supply; repeated rejection zone.
Secondary resistance 210.00 —210.40 Psychological level; breakout opens path to expansion highs.
Immediate support 207.40 —207.70 Minor structural support; key for maintaining short-term bullish bias.



Type Levels (approx.) Notes
Primary support 206.50 —206.80 Stronger technical floor; loss opens path to deeper correction.
Deeper support 205.20 — 205.50 Lower channel region; bearish breakdown threshold.

Technical sentiment

¢ Price trades above short-term moving averages with a bullish tilt, but momentum indicators show overbought conditions
moderating.

¢ Price action suggests range-to-upside bias, unless 207.40 breaks.

¢ Volatility remains contained, indicating potential for breakout expansion if resistance levels yield.

Technical verdict

GBP/JPY retains a bullish-but-cautious structure, with 208.80—209.20 acting as a key inflection zone. Holding above 207.40
maintains upward bias; a break below this area shifts control toward sellers for the first time in days.

Strategy (short term)

Intraday / Friday 12 December 2025 - Setup and Trade Ideas

1. Range-continuation long setup (base case)
¢ Entry zone: 207.50 —207.80
e Target: 208.80 — 209.20
¢ Stop: Below 207.20

¢ Rationale: Favourable risk—reward within current ascending structure.

2. Breakout long setup (momentum continuation)

¢ Trigger: Clear break + retest above 209.20
e Target: 210.00 — 210.40
e Stop: Below 208.60

¢ Rationale: Market currently respects descending volatility; breakout offers expansion potential.

3. Bearish corrective short setup (counter-trend)

¢ Trigger: Clean break below 207.40
e Target: 206.80 — 206.50
e Stop: Above 207.90

¢ Rationale: Loss of short-term structure invites first meaningful retracement.



Base Case & Risk-Managed Outlook

¢ The dominant expectation is continued consolidation with upward tendency, unless support at 207.40 collapses.
¢ Price movement likely governed by carry-trade demand unless macro shocks intervene.
¢ Best tactical approach: buy dips or buy breakouts, avoiding entries near mid-range congestion.
Risk management emphasis:
¢ Use modest position sizes due to elevated nominal price levels.
¢ Avoid chase entries at local extremes.

¢ React to BoJ or global-risk headlines, as these can override technicals abruptly.

1 Day Outlook Scenarios

Scenario Probability Expected Characteristics
Range
B'ase — Range with bullish 60% 207.50 — 209.20 Stab.Ie risk sentiment; buyers defend supports; mild GBP strength
bias persists.
Bullish breakout extension  25% 209.20 — 210.40 Strong equity tone; yen weakness extends; BoJ silence on tightening.
Bearish corrective pullback 15% 206.50 — 207.40 Risk-off shift or yen strengthening; structure weakens if 207.40 fails.

Final Summary

GBP/JPY sits in a high-altitude bullish structure, supported by rate differentials and stable risk appetite. Technical conditions remain
favourable but stretched. The focal battle lines are 207.40 (support) and 209.20 (resistance). Intraday conditions favour dip-buys or
breakout buys, with selective shorting only on structural breakdowns.
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