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Rand note: the US has signalled some potential flexibility in its monetary policy after 
a harder approach in late Q2.22 
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   The rand has continued to digest Fed Chair, Jerome Powell’s speech at the Jackson Hole 
conference on Friday, which saw the focus remain on bringing US inflation back to target, 
and the rand move similarly to its reaction last week on the release of the FOMC minutes. 

•   Indeed, the domestic currency, which reacts negatively to events that are seen to increase 
risk aversion in global financial markets, saw slightly less depreciation in response to 
Powell’s Jackson Hole speech, than last week’s release of July’s FOMC meeting’s 
minutes. 

•   Some evidence of slowing economic activity in the US did not sway the Fed Chair’s view 
that the FOMC “overarching focus right now is to bring inflation back down to our 2 percent 
goal” and “(r)educing inflation is likely to require a sustained period of below-trend growth.” 

•   “Restoring price stability will take some time and requires using … tools forcefully to bring 
demand and supply into better balance. While higher interest rates, slower growth, and 
softer labor market conditions will bring down inflation, they will also bring some pain to 
households and businesses.”  

•   The US dollar strengthened, driving the rand to R17.00/USD today, from R16.70/USD on 
Friday before the Fed’s comments, but is at its Friday close against the euro at R16.81 
and against the British pound at R19.71, slightly stronger than Fridays’ close of R19.82.  



•  Jerome Powell added that “in my view our economy continues to show strong underlying 
momentum. The labor market is particularly strong, but it is clearly out of balance, with 
demand for workers substantially exceeding the supply of available workers.”  

•  Markets drew some confidence from these positive remarks, which were taken to signify 
that the US economy was not close to recession, and that the Fed was keeping close 
watch, although higher interest rates were still likely and taming inflation remained key. 

•  The Fed worried that “high inflation has continued to spread through the economy. While 
the lower inflation readings for July are welcome, a single month's improvement falls far 
short of what the Committee will need to see before we are confident that inflation is 
moving down.” 

•  Powell did not give a clear view on whether the next FOMC meeting would see a 50bp or 
75bp rate hike, and markets have left the door open for either, factoring in a 68bp lift, 
slightly up on a few weeks ago, but not at the full 75bp, and likely to fluctuate.  
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•   The tone was not the most hawkish markets have seen from the FOMC this year, with the 
Fed not stuck on a 75bp hike, highlighting that “(o)ur decision at the September meeting 
will depend on the totality of the incoming data and the evolving outlook.”  

•   This is in contrast to “July's increase in the target range was the second 75 basis point 
increase in as many meetings, and I said then that another unusually large increase could 
be appropriate at our next meeting.“ 

•   Market volatility will likely remain in the run-up to September’s FOMC meeting, as the 
comment “(a)t some point, as the stance of monetary policy tightens further, it likely will 
become appropriate to slow the pace of increases” seemed to lean back towards 75bp. 

• Significant uncertainty increases risk-off in global financial markets, and so in SA 
markets/market indicators too. US interest rates are still expected to rise at the next two 
policy meetings with the FOMC then “maintaining a restrictive policy stance for some 
time.”  

•   On the trajectory next year Powell added that “most recent individual projections (from 
June) showed the median federal funds rate running slightly below 4 percent through the 
end of 2023. Participants will update their projections at the September meeting.” 

•   The implied Fed fund’s futures rate is at 3.60% by the end of 2023, with markets looking 
for slightly less than the FOMC communicated in June, and in general there is some slight 
emerging optimism in this regard, although it is still too early to be certain. 

•   Additionally, data which comes out showing substantially worse than expected indicators 
of economic activity in the US will roil markets, and the domestic currency is expected to 
still see some weakness and volatility over the remainder of this quarter.  

•  Q2.22 may see an outcome closer to R16.80/USD than R16.60/USD, in what has been a 
weak quarter for the rand, although Q2.22 saw more marked volatility, and specifically 
more weakness as the quarter progressed and global growth forecasts were revised 
down.   

• While Jerome Powell’s Jackson Hole speech was careful not to give clear direction, the 
tone appears more flexible on monetary policy, and higher rate hikes (of 1.00% per 
meeting) seem unlikely, while lower ones (50bp) seem quite possible, which is positive. 

    
 



 

   
 

 



 

  

 

 

  
 

   

   
 

   

  
 

 


