
 

  

  

Rand note: structurally somewhat stronger after repo’s 50bp hike last 
week  
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•    The substantial effect of South Africa’s Reserve Bank hiking interest rates by more 

than expected last week has set the rand at a new level, with the domestic currency 

reaching R17.60/USD on Friday, despite some small US dollar strength. 

•  South Africa’s interest rate hike was 25bp higher than expected at 50bp, the rand 

has strengthened by over R1/USD since the R18.81/USD reached around the 

middle of March, although the US banking crisis has since waned as well. 

•  The rand continues to be at risk, and will so remain volatile, vulnerable to global 

financial market sentiment, with fundamental weaknesses in the domestic economy 

still providing a weak underpin to the domestic currency. 

•  As risk sentiment improves in the global economy the rand should too, provided SA 

does not enter a more severe bout of load shedding, see a worsening in its other 

factors of production or other domestic factors necessary to support businesses. 



•  The expectation of additional US interest rate hikes have been largely factored out 

with only one more 25bp lift seen, with a 65% chance currently, while in SA a full 

25bp hike is factored in over the next six months, supporting the rand. 

•  The erosion in the risk premium necessary on SA rand portfolio assets had 

weakened the rand materially over the past twelve months, as SA’s interest rate 

hikes have failed to keep up with those on the US. SA is now 50bp behind the US. 

•  The US has hiked by 4.75% in its current cycle, and SA by 4.25%, with SA seeing 

rate hikes every two months and the US every six weeks, resulting in a quickening 

in US rate hikes beyond those in SA, even with the same size hikes at each 

meeting.   

•  A further 50bp hike in SA’s interest rates, and no more from the US would most likely 

see the rand strengthen materially further, which would help in reducing the marked 

upwards pressure on SA’s price inflation, which has come from rand weakness.  

•  Market risk sentiment has elevated somewhat as the production cut from OPEC 

yesterday saw oil prices rise materially today, with higher oil prices typically 

supportive of higher inflation and interest rates, and so negative for risk assets. 
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•    The Eurozone recently saw its CPI inflation rate drop to 6.9% y/y in March, from 

February’s 8.5% y/y, as more modest energy costs contributed to the disinflation, 

with the outcome also below the surveyed consensus, surprising markets. 

•  While the core inflation measures (excludes fuel and fuel prices) rose slightly, to 

5.7% y/y, the sharp moderation in the cost of living (CPI) will help in 

moderating  inflation expectations, if sustained, with higher oil prices a threat to the 

outlook. 

•  OPEC+ has cut its planned supply of oil to markets in order to bolster the oil price, 

with the price of Brent crude recently sagging towards US$70/bbl (reaching 

US$72.97/bbl), but then climbing subsequently in anticipation of the production cut. 

•  The Brent crude oil price has reached US$84.41/bbl today, which would place 

upwards pressure on inflation. For SA, the pricing of Brent is key, with petroleum 

products SA’s largest import. Higher rand oil prices quickly translate into higher 

inflation.   



•  The Eurozone CPI inflation outcome is also influenced by the price of gas, used for 

heating, which has dropped substantially over the past twelve months, and 

additional, marked disinflationary base effects are due to come through.  

•  The rand is weaker somewhat today in response, closer to R17.85/USD, as higher 

oil prices raise the specter of high inflation for longer, including risks of even higher 

inflation, which may reignite Central Banks hawkishness, particularly the  Fed. 

•  Markets have consequently seen a modest risk reaction today to OPEC+’s move, 

although the calming of the US banking crisis has been key in reducing risk 

sentiment over the past few weeks, and allowing the rand to regain some strength 

too. 

•  The rand is still at risk, and could see some weak seasonal underpin over the second 

and third quarters, but the widening of the US SA interest differential last week has 

seen the rand move somewhat stronger structurally recently.  

•  Longer-term, US interest rates are expected to fall over 2024 and 2025, while SA 

interest rates are expected to remain stable. This would support the rand, and aid 

its strengthening, barring risk negative events in global financial markets.  
 

  



  

  



 

  

  

  
 

  

 


