
 

  

  

Rand note: overall stronger than at the start of March, but slightly 
volatile as US rate cuts pushed out further 
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•    While the rand reached R18.48/USD last month, from R19.25/USD at the start of 

March as the domestic currency has seen some improvement as risk sentiment 

improved, it has since moved back to around R18.65/USD. 

•  In the first week of March markets saw the probability of a US interest rate cut in 

June at very close to 100%, which lead to the rand dropping below R18.50/USD, 

while for July the implied Fed funds futures factored in well over 100% likelihood. 

•  That is, the July FOMC meeting had 100% ascribed to one -25bp cut by the end of 

July and a 57% chance of another, while by the end of September two -25 bp cuts 

were already expected to have occurred, with 40% chance of a third. 

•  Subsequently, market expectations have dropped lower on the probability for the US 

rate cuts, with July expected close to 100%, and June only around a relatively low 

53% in comparison, as expectations have pulled back on a quick cut cycle. 



•  The rand has consequently pulled back, weakening to around R18.65/USD, from 

below R18.50/USD, while only September is now seen as holding a full 100% 

chance of a -25bp cut in the US, and 53% chance of another by the end of that 

month. 

•  The volatility in the US interest rate expectations has in turn contributed to the 

modest volatility in the rand, as the US dollar has softened then gained somewhat, 

but the volatility overall is mild, and not of material concern. 

•  The push-back in US rate cut timing expectations has come as the US core PCE 

deflator remained at an uninspiring 2.8% y/y in the latest (February outcome), 

unchanged from the previous month, and in line with market expectations.  

•  The core PCE deflator is the key inflation measure US monetary policy officials 

watch in their implicit inflation targeting. The PCE deflator measure, in turn rose to 

2.5% y/y, from 2.4% y/y in January, also not inspiring market confidence.  

•  This week in the US, CPI inflation measures are due, with the core CPI inflation 

reading expected at 3.7% y/y, and CPI inflation rising to 3.4% y/y from 3.2% y/y, all 

dissuading market expectations of a quicker cut cycle, holding back the rand.  
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•    The next FOMC meeting is on 1st May, with only a paltry 6% probability seen of a 

US interest rate cut. The US labour market remains strong, unemployment tipped 

lower recently, and job gains were robust in the latest figures.  

•  Wage growth was controlled however, not adding to inflationary concerns, with the 

tightness in the labour market easing somewhat. Fed Chair Powell has highlighted 

that “(w)e don’t need to be in a hurry to cut”. 

•  Adding, “(i)f we reduce rates too soon, there’s a chance that inflation would pop back 

and we’d have to come back in and that would be very disruptive (to the economy),” 

he said. 

•  And that, “this is an economy that doesn’t feel like it’s suffering from the current level 

of rates,” With the latest PCE readings showing a halt in the inflation decline, this 

has also pushed back expectations of the timing of US interest rate cuts.    

•  Chair Powell also is reported to have said “(g)rowth is strong. As I mentioned, the 

economy is in a good place. And there’s no reason to think the economy is in a

recession or is at the edge of one”. 

•  "Recent readings on both job gains and inflation have come in higher than 

expected," Rate cuts will occur when policymakers "have greater confidence that 

inflation is moving sustainably down" to the Fed's 2% target. 

•  “We do not expect that it will be appropriate to lower our policy rate until we have 

greater confidence that inflation is moving sustainably down toward 2 percent,”

“Recent readings on …  inflation have come in higher than expected”. 



•  Markets have been disappointed by the FOMC’s communications from the point of 

view of being supportive for rate hikes, instead Chair Powell is dismissive of any 

short-term need for a cut, which has  weakened market hopes. 

•  The Fed is seen to be sticking to three -25bp cuts this year, with inflation seen to be 

“bumpy”, as the start of the year showed some firming in inflation data, adding to 

volatility in market expectations for rate cuts, and so modestly for the rand.

  
 

  

  



 

  

  

  

  
 

 


