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Rand note: the FOMC is unofficially sounding more dovish, generating some 
reduction in risk-off 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   The rand has continued to run stronger this week, reaching R17.14/USD yesterday, as 
expectations consolidate that the US will slow its rate hike cycle to 50bp in December, 
with recent comments from a key Fed member helping the US dollar weaken.  

•   In particular, the Federal Reserve Bank’s Vice Chair, Lael Brainard, is reported to have 
said on Monday this week that she “think(s) it will probably be appropriate, soon, to move 
to a slower pace of increases.”  

•   “But I think what's really important to emphasize is we’ve done a lot, but we have additional 
work to do...By moving forward at a pace that’s more deliberate, we’ll be able to assess 
more data and be better able to adjust the path of rates to bring inflation down." 

•   The FOMC’s vice Chair added, “(t)here are likely to be lags and it’s going to take some 
time for that cumulative tightening to flow through,” adding a more cautious note to the 
formation of monetary policy than has come from Chair Powell so far. She added the 
below:   

•   "It's really going to be an exercise on watching the data carefully and trying to assess how 
much restraint there is and how much additional restraint is going to be necessary, and 
sustained for how long, and those are the kinds of judgments that lie ahead for us". 



•  Markets have reacted positively to the caution, which has stimulated some small risk 
taking, driving the domestic currency towards R17.00/USD with the possibility that it could 
pierce R17.00/USD in the next few weeks on additional wind back in US FOMC 
hawkishness. 

•  While the comments are not official Fed statements, they align closer to market 
expectations for a slowdown  to a 50bp hike in December versus the recent 75bp moves, 
and so add to some small market cheer. For the rand the drop in the CDS spread is also 
positive. 

•  Volatility and a degree of uncertainty are likely to persist however into the December 
meeting, with financial markets still very reactive to incoming US economic data, but there 
is space for further improvement in risk appetite, and so for the domestic currency.  

•  Averaging R18.00/USD for the first six weeks of Q4.22, around R17.00/USD for the next 
six weeks will bring Q4.22 to R17.50/USD, although the path will likely be volatile,  with a 
slew of key US readings out before the 14th of December interest rate communication of 
the FOMC. 
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•   US PPI inflation is due out today, having dropped from 9.7% in March, to 7.2% by 
September excluding food and energy prices, although today a flat outcome is expected, 
and will be watched for a lift indicating greater than anticipated broadening of price 
pressures.   

•   Following on will be US retail sales data tomorrow for October, while home sales also for 
October and the Philadelphia Fed Business outlook for November will all provide important 
readings on the economy after the rate hikes to date, which have lagged effects.  

•   This comes after last week’s US CPI inflation data, which printed below expectations  at 
7.7% y/y for October, down from 8.2% y/y , versus the expected 7.9% y/y outcome, which 
has added to market optimism of smaller US rate hikes quicker than expected.  



• President Joe Biden is reported to have said in response that his “economic plan is 
showing results” adding, “(i)t will take time to get inflation back to normal levels -- and we 
could see setbacks along the way -- but we will keep at it and help families with the cost 
of living.” 

•   The US CPI inflation rate excluding food and energy cooled in October to 6.3% y/y from 
6.6% y/y, also below expectations, which were for a 6.5% y/y outcome, and adding to the 
positive sentiment building in markets that the inflation  wave is starting to break. 

•   However, potentially higher oil prices still add ambiguity to the outlook, with OPEC warning 
of ‘considerable uncertainties’ for the oil market, including "additional energy-supply 
disruptions" in Europe on increased energy sanctions. 

•   Adding to the complexity markets face, China itself has recently released orders to support 
its property sector, including a ‘16-point plan to boost the real estate market’ from 
measures to tackle developers' liquidity crises to reducing down-payments, aiding market 
risk sentiment. 

•  Markets will remain highly sensitive to the Fed’s interest rate trajectory, and in this light 
also gained cheer from the FOMC (alternate member) and head of Chicago Fed, Charles 
Evans, highlighting "I do think there's benefits to adjusting the pace as soon as we can".   

• "If you don't begin to think about adjusting the pace, taking account of lags, and you just 
keep increasing rates by a large amount every time you get a disappointing report," then 
"next thing you know, you're at a very high federal funds rate." 

    
 



 

   
 



 
 

  

 

 

  
 

   

  
 

   

  
    

 


