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US Goldilocks scenario questioned by bears  
 

   
Global 
Markets have again reassessed the Fed outlook this month following another 
disappointing CPI print. This is a fact that has had ripple effects across global bond 
markets and expectations for monetary policy this year. However, does a later Fed cut 
really have an impact on the timing of easing elsewhere? We suspect not given the 
divergent economic trends between the US and the likes of the UK and Euro area. As 
such we suspect that there will be a decoupling in the timing of policy easing, with the 
ECB and BoE assumed to cut rates before the Fed. Any easing this year however 
remains dependent on the path of inflation, with geopolitical developments in the 
Middle East adding a renewed upside risk, although absent a regional conflagration 
we do not foresee this derailing Western monetary policy easing. Meanwhile our view 
of global growth has seen a small upgrade with 2024 now standing at 3.2% thanks to 
upgrades to China and the US. Whilst 2025 has also been lifted to 3.3%. 

United States 
Market expectations of Fed rate cuts have been scaled back again, primarily due to a 
poor March CPI and continued strong economic momentum. Also jobs growth has 
been buoyant, but we note that non-farm payrolls have tended to be revised down 
over the past year or so and other indicators hint at a loosening labour market. A 
restrictive stance of monetary policy ought to slow demand and we stand by our call 
of a September rate cut followed by a December move. We have though trimmed our 
view for 2025 to four cuts from five. The current curve is pricing in a policy rate in 
excess of 4% in the medium-to-long term, which we consider to be unrealistic and our 
base case is that Treasury yields subside again following another nervous sell-off. 
There has been more public talk over the possibility that the next FOMC move could 
be a tightening. This is not our central view, but one which we cannot totally dismiss.  

Eurozone 
Revisions show the Eurozone to have tipped into a recession after all during H2 2023, 
albeit by the narrowest of margins. But the latest ‘hard’ monthly data corroborates the 
improved trend in surveys and points to renewed expansion from Q1. Our GDP growth 
forecast for this year is unchanged at 0.6%; for 2025 it is 0.1%pt higher, at 1.7%. 
Rising real incomes, amid lower inflation, should aid recovery, as should rate cuts. We 
continue to expect three 25bp cuts from the ECB this year, starting in June, and four 
further moves in ‘25: the pre-conditions for rate reductions the Governing Council had 
set out now look met. Less helpful for growth, in some countries, is fiscal policy: France 
too has had to find extra savings in its 2024 budget plans, joining Germany. For the 
euro, we expect some appreciation against USD and, to a lesser extent, against GBP.  

United Kingdom 
The data published so far this year have pointed to the UK economy having exited 
recession in Q1, as we expected. In fact, the recovery has been a little stronger than 
we anticipated, leading us to lift our GDP forecast for this year by 0.2%pts to 0.7%. 
Next year’s forecast remains unchanged at 1.8%. The economic outlook is brighter 
thanks to lower inflation and fiscal measures supporting growth. This naturally prompts 
the question as to whether interest rate cuts will be appropriate in this environment. 
We think so. There is a risk that rates remain higher for longer, but considering lower 
inflation expectations make real rates increasingly restrictive, we think the MPC will 
opt to dial down some of this restrictiveness, possibly from June. We expect three 
25bp reductions this year, and 100bp of cuts next year (prior: 125bps in ‘25).  

 

 
 
 
 
 

Please click here for a summary of our  
economic and market forecasts 

 2024 2025 

GDP growth (%) 
Global 3.2 3.3 

US 2.5 1.5 

China 5.0 4.2 

UK 0.7 1.8 

EU20 0.6 1.7 
   

Key official interest rates (%, end-year) 
US Fed funds 4.75-5.00 3.75-4.00 
ECB Deposit rate 3.25 2.25 
UK Bank rate 4.50 3.50 
   

FX rates (end-year) 
€:$ 1.08 1.12 
€:£ 0.86 0.87 
£:$ 1.26 1.29 
$:¥ 146 136 
AUD:$ 0.65 0.69 
€:CHF 1.00 1.02 
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Global 
 

 

Global market developments over the last 
month have again been driven by US 
data. March’s CPI report in particular 
triggered worries that inflation’s progress 
towards target was stalling, prompting 
renewed selling in US Treasuries, with 2 
and 10y yields now 20bps higher. At 
4.64%, 10y yields are now at their highest 
since Nov-23. Underlying this has been a 
repricing in US rate expectations with the 
first cut now not expected until September 
and just 40bps of easing this year. This is 
a far cry from January’s exuberance, 
when six-seven cuts were priced in. 
Ripple effects over the US outlook have 
also been felt far beyond US shores with 
gilt and Bund yields rising and easing 
prospects having been revised too.  

Chart 1: Less easing is now expected in 2024 

 
Source: Macrobond, Investec Economics  

   

Our baseline view is that the Fed will not 
cut until September given inflation 
dynamics and the strong economy (see 
US section). However, we would question 
some of the repricing in UK and EU20 rate 
expectations given the fundamental 
picture is quite different to that of the US. 
The US economy for example continues 
to run hot, whilst the UK and EU20 have 
flatlined over the last year. Inflation trends 
are also more encouraging than in the US. 
Despite this - April’s ECB meeting also 
specifically added a reference to a rate cut 
and ECB members have consistently 
pushed the idea of a June move - markets 
have yet to fully price it in. Equally, UK 
markets are only pricing in a first cut in 
August- our base case remains June.  

Chart 2: Divergent economic trends to prompt a decoupling in rate cut timing? 

 
Source: Macrobond, Investec Economics  

  

April has also seen Middle East tensions 
rise and worries over inflation risks with 
them. This was prompted by a direct 
Iranian missile and drone attack on Israel, 
triggering fears of all out war, initially 
driving Brent to $92 per barrel. However a 
limited Israeli retaliation has seen 
concerns ease and oil prices fall back. As 
things stand we do not believe the 
situation will derail western monetary 
policy easing. But the region remains a 
key risk and one miscalculation away from 
a conflagration. What impact could that 
have on the global economy? As per the 
IMF’s latest WEO, an escalated regional 
conflict could prompt a 15% rise in oil and 
a 150% rise in freight costs, in turn 
pushing up global headline inflation by 
0.7%pts in ‘24 and ‘core’ by 0.2-0.3%pts.  

Chart 3: Market concerns ease, but Middle East geopolitical risk remains elevated 

 

# Geopolitical risk index: Index representing the number of articles related to adverse geopolitical events across 10 
US news providers                                       Source: Macrobond, Investec Economics, Economic Policy Uncertainty 
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The repricing of US rate expectations has 
also had a notable impact on the USD 
which has risen 3.3% YTD*. However, 
gains against the Yen have been even 
more stark. At 154.9 the Yen is at its 
weakest level since Jun-1990. This is 
despite the BoJ’s historic decision to 
increase rates in March.  A risk is that the 
dollar remains firmer for longer given 
divergent fundamentals and the 
possibility of a decoupling in the timings of 
global policy easing. In itself a later Fed 
cut should not directly affect policy 
decisions elsewhere. But indirectly much 
weaker local currencies as seen in Japan 
and Korea could have implications for 
inflation. Certainly, currency concerns 
there have become apparent this month, 
highlighted by a trilateral meeting with the 
US. This has raised speculation over 
multilateral FX intervention. 

Chart 4: Yen hits a three-decade low - will this trigger intervention?  

 
* Federal Reserve trade weighted index                                                      Source: Macrobond, Investec Economics 

  

Chinese data this month, in terms of GDP 
at least, were surprisingly strong with Q1 
growth outpacing expectations at 1.6% 
q/q and 5.3% yoy. There were also 
notable positive revisions to recent history 
which arithmetically, mean that the 
government’s 5% 2024 growth target 
looks more achievable. Indeed, we have 
revised up our forecast to 5.0% from 
4.6%. Despite the upgrade, the outlook 
for the year remains challenging. Q1 GDP 
may have stolen the limelight, but the 
monthly data for March were less 
encouraging with industrial output and 
retail sales falling short of expectations. 
Meanwhile issues in the property sector 
remain unresolved.  

Chart 5: China’s 2024 growth target looks achievable given revisions and Q1 GDP  

 

Source: Macrobond, Investec Economics  

  

As for our view of global growth, 2024 
sees a 0.1%pt uplift to 3.2%. China’s 
0.4% upgrade accounts for 80% of this 
and a positive revision to the US (2.5%) 
also contributes. In broad terms the 2024 
outlook is driven by familiar themes, 
namely an economic recovery following 
stagnation in H2 2023, prime examples 
being the UK and EU20. Evidence of 
economic green shoots has already 
begun to appear this year and should be 
helped further by easing cost-of-living 
pressures and the expected fall in interest 
rates. As for 2025, our world GDP 
forecast has been nudged up to 3.3% 
from 3.1%, courtesy of a more detailed 
assessment of a wider group of countries.  

Chart 6: Upgrades to China nudge global growth higher this year 

 

Source: Macrobond, Investec Economics 
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United States 
 

 

Three factors have shifted US rate cut 
expectations back abruptly over the past 
month. Most importantly, +0.4% monthly 
increases for both core and headline CPI 
in March represented the third straight 
above-consensus outturn. Some point out 
that headline CPI inflation has stopped 
falling since mid-2023. Although that is 
true, core PCE inflation has still been 
coming down (Chart 7). At an annual rate 
of 2.8% though, the monthly rises over the 
rest of 2024 need to ease to an average 
of 0.19% from 0.29% over the past three 
months to reach the FOMC’s forecast of 
2.6% in Q4. This looks a big ask and so 
essentially invalidates the median March 
‘dot plot’ of three rate cuts in 2024. 

Chart 7: Core CPI inflation is still falling, but not as fast as the FOMC has expected?  

 
Source: BLS, Macrobond, Investec Economics 

   

The second factor is economic strength. 
Q1 GDP data were due on 25 Apr and a 
7th straight quarter in excess of 2% (saar) 
looked likely. But we maintain our view 
that the restrictive stance of monetary 
policy should bite on demand soon. Real 
post-tax household incomes have slowed, 
which should presage weaker consumer 
spending growth. Also, the saving rate fell 
to 3.6% in Feb, compared with a 5-year 
average of 6.2% before the pandemic, 
increasing reliance on savings levels to 
drive consumption. Separately durable 
goods orders seem to be flattening, which 
should weigh on corporate investment. 
Our GDP forecasts (2.5% & 1.5% for 2024 
& 2025) are only trivially different from 
March and embody slower activity 
through the remainder of this year. 

Chart 8: Real household income growth is slowing and the saving rate is falling 

 

n.b. Jan-23 boosted by Social Security Cost Of Living Adjustment    Source: BEA, Macrobond, Investec Economics 

  

The third is the labour market. Beats on 
nonfarm payroll prints have helped defy 
expectations that high rates would trigger 
a surge in job losses. But we note that 
revisions to back data over the past year 
or so have been in a downward direction, 
particularly from Dec 22 to Mar 23. And 
there are other signs that the labour 
market may be looser than initial reports 
suggest. The NFIB hiring intentions 
survey has shown a steep fall in the last 
four months and Challenger data show 
job layoffs have been on the rise. We also 
point out that when assessing the 
tightness of the labour market, high 
immigration seems to be boosting supply, 
putting downward pressure on wages.  

Chart 9: Beware revisions to initial payroll data - they have frequently been revised down 

 

*February data is first revision only                                                      Source: BLS, Macrobond, Investec Economics 
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FOMC decisions remain dependent on 
the path of the PCE data, but with activity 
still robust for now, the Fed can afford to 
be patient before easing. The yield curve 
is now pricing in 1-2 25bps cuts this year 
and a further 2-3 next. Interest rate 
markets have been highly volatile over the 
past year, falling way short of a reliable 
guide to the outlook. But we agree with 
the curve that, barring an inflation miracle 
or an economic disaster, a June cut is off 
the cards. We stand by our recent change 
of view that the FOMC will ease twice this 
year, beginning in September. Moreover 
we have tweaked our forecast from five 
reductions to four over 2025. This would 
take the Fed funds target range to 3.75%-
4.00% at the end of next year. We would 
point out that markets are currently … 

Chart 10: Markets have priced out even more cuts this year 

 
Source: Bloomberg, Investec Economics 

   

… pricing in a policy rate of 4% and above 
right across the curve. We suspect that 
the ‘neutral’ rate is probably closer to 
3.5% than the Fed’s 2.6%. Either way 
though there seems little reason to expect 
policy to remain restrictive indefinitely and 
at some stage, the Fed funds target range 
will need to be brought to its neutral level 
and below. In other words we judge the 
level of the curve to be too high. This is 
also relevant in the context of Treasury 
yields which have reacted to events by 
soaring by over 40bps so far this month to 
4.63%. If our economic analysis is correct, 
markets should become more sanguine 
over inflation prospects and we are 
pencilling in yields easing back to 4.0% by 
end-year and 3.75% by end-2025. 

Chart 11:  Markets price in a Fed funds rate in excess of 4% in perpetuity – is this realistic?? 

 

Source: Macrobond, Investec Economics  

  

But what if our analysis is incorrect? As 
discussed previously, a feasible scenario 
is that that the outlook shifts from a soft 
landing to no landing, at least in the near 
term, resulting in inflation pressures 
remaining engrained. In this case, easing 
is delayed longer and bond yields stay 
elevated (and the US dollar better 
supported). It is also not impossible that, 
in a more extreme version of events, the 
Fed needs to consider a further tightening 
of policy. The extent to which markets 
perceive these risks is not straightforward 
to gauge: although the forward rate curve 
is downward sloping, the risk is not 0%. 
Recent media reports suggest that 
options markets are pricing in as much as 
a 20% chance of a 2024 hike. 

Chart 12: The next move in rates is upwards? Not totally impossible…  

 

Source: Federal Reserve, US Treasury, Reuters, Investec Economics 

-90

-80

-70

-60

-50

-40

-30

3/19/2024 3/29/2024 4/8/2024 4/18/2024 4/28/2024

Im
pli

ed
 bp

s o
f p

oli
cy

 ea
sin

g b
y 

en
d-

20
24

  

March CPI data 
released 

March nonfarm payrolls 
released 



 

 

  

 

 
 Page 6 | 29 April 2024 | Global Economic Overview 

 

 

 

 

 

Eurozone 
 

 

Some very minor revisions to back data 
have meant the Eurozone economy is 
now reported to have been in recession in 
H2 2023 after all. That, however, was by 
the tiniest of margins, with quarterly 
growth of -0.058% in Q3 and -0.053% in 
Q4. Moreover, it looks to have been short-
lived. Chiming with the broad message 
from survey figures, ‘hard’ activity data 
from the euro area largely support the 
idea that GDP expanded again during the 
first quarter of the year. We have 
constructed a proxy of EU20 monthly 
GDP, which hints at 0.1% m/m growth in 
January, with industrial production and 
construction pointing upwards in February 
too (Chart 13). Our ’24 GDP growth 
forecast remains 0.6%, as before, and our 
’25 forecast is 0.1%pt higher, at 1.7%.  

Chart 13: Early Q1 ‘hard’ data hint at an escape from (a very shallow) recession in the Eurozone 

 
Source: Eurostat, Macrobond, Investec Economics 

   

That we see growth gather pace reflects a 
number of factors. One is that we expect 
real household income, and thereby 
consumption, to recover some lost ground 
now that inflation is lower (Chart 14). 
Interest rate cuts should also help soon, 
also by lessening the downturn in housing 
construction. But these supportive drivers 
need to be weighed against some 
headwinds. Like in Germany, fiscal belt-
tightening has now become a necessity 
for France, where the 2023 deficit was a 
higher-than-expected 5.5% of GDP. 
Tightening is required to avoid a credit 
downgrade (€20bn of extra spending cuts 
are now planned in ’24.) Meanwhile Italy’s 
costly ‘superbonus’ left its 2023 borrowing 
even higher, at 7.4%. The debt impact… 

Chart 14: Inflation has eaten into household incomes, and thereby held back GDP 

 

Source: Eurostat, Macrobond, Investec Economics  

  

…of this, from a high starting point, is yet 
to be felt in full, and fiscal tightening will 
have to follow under EU rules. But as a 
large part (75%) of Italy’s Next Generation 
EU funds remains unspent, the drag on 
Italian GDP may come only in later years. 
All in all, that leaves the EU20 outlook for 
growth, but not at a pace that would signal 
excess demand. Against this backdrop, 
we see the inflation trend as likely to 
continue to point towards a sustained on-
target 2% rate. Even if, as elsewhere, 
services are still a sticking point for now, 
we note that the headline inflation rate is, 
at 2.4%, already back to its Nov ‘23 low, 
despite what is now a much less negative 
energy contribution (Chart 15). 

Chart 15: Inflation is back to its November low, despite a less negative energy contribution 

 

Source: Eurostat, Macrobond, Investec Economics 
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At its last policy meeting, and since, the 
ECB made explicit its intention to proceed 
with a first rate cut at its next meeting in 
June, data allowing. Wage figures are key 
to the longer-term inflation outlook, and 
more information is due soon (Chart 16). 
Provided that there is at least some 
deceleration, we think the ECB will feel 
comfortable to cut then, even if the Fed’s 
planned monetary easing now looks 
almost certain to start only later. All other 
pre-conditions appear, in essence, met: 
as regards underlying inflation, the ECB 
can point to a raft of ‘core’ measures, 
almost all of which are heading south, 
albeit at varying rates. Shrinking profit 
margins (as of Q4) amid a moderate 
growth path certainly fit with an on-target 
medium-term inflation outlook. And…  

Chart 16: An overview of wage measures in the EU20: what data is available pre-ECB meeting? 

 

Source: ECB, Bloomberg, Investec Economics 

   

…when it comes to the strength of 
monetary policy transmission, the latest 
(Q1) Bank Lending Survey pointed to the 
level of interest rates as a powerful 
restraint on investment demand (Chart 
17). Why cut rates at all though? This time 
there is no crisis in sight in which it would 
be necessary for the central bank to act 
aggressively to stem a plunge in demand. 
Instead, receding inflation expectations 
gradually make the prevailing level of 
nominal rates increasingly restrictive and 
thereby inappropriate. Unlike in a crisis, 
we therefore see rate cuts proceeding 
fairly slowly, and in 25bp steps, to 3.25% 
by end-’23 and 2.25% by end-’24. This 
leaves room for only a minor rally in Bund 
yields, to 2.25% by end-’24 and the same 
at end-’25, we think. 

Chart 17: High interest rates are now deterring loan demand, according to banks 

 

Source: ECB, Macrobond, Investec Economics  

  

Turning to currencies, the trade-weighted 
EUR has shown little movement since the 
start of this year. This, however, masks 
clear divergence: EUR has weakened 
against USD, as one counterpart to the 
greenback’s general appreciation, but the 
single currency is visibly up against CHF 
and JPY (Chart 18). Looking ahead, we 
see more scope for a retracement in US 
than in EU20 policy rate expectations 
relative to what is priced in, and so in USD 
as well: our year-end EURUSD forecasts 
are $1.08 for ’24 and $1.12 for ’25. A 
similar story applies against GBP: our 
end-’24 and end-‘25 forecasts are 86p 
and 87p, respectively.  

Chart 18: The Euro has been caught in the cross-currents of a stronger USD and weaker CHF 

 

Source: ECB, Macrobond, Investec Economics 

rise= appreciation
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United Kingdom 
 

 

UK interest rate markets have followed 
the US lead with the UK yield curve 
shifting higher since our last Global (Chart 
19). Financial markets are no longer 
pricing in three interest rate reductions 
this year, favouring two 25bp cuts instead. 
This move was predominantly fuelled by 
the hotter-than-expected US CPI inflation 
print, which sparked a sell-off in global 
interest rate markets. Comparatively, 
domestic data releases over the same 
period have had a muted impact. For 
example, an above-consensus UK CPI 
inflation report caused less of a reaction, 
despite the 0.1%pt beat being the same 
size as the US overshoot, as did the 
slightly stronger-than-expected pay data. 

Chart 19: The UK yield curve was seemingly dragged higher by movements in US rate markets 

 
 Source: Macrobond, Investec Economics 

   

We maintain our call for a first policy rate 
reduction in this cycle from the Bank of 
England in June. One factor supporting 
this view is the likely step down in inflation 
in April. This is all-but-confirmed, thanks 
to the downward influence from energy 
arising from the already announced 12% 
cut to the Ofgem energy price cap, which 
feeds directly into the inflation calculation. 
When deciding policy, the MPC will look 
at inflation prospects at a two-to-three 
year horizon, but there would likely still be 
a degree of comfort from inflation closer 
to the 2% target as a starting point. We 
have pencilled in three 25bps cuts this 
year and 100bps in total over ‘25 (revised 
from 125bps). The balance of risks does 
tilt to less easing this year, though. 

Chart 20: We expect UK inflation to hit 2% (and below!) this year, opening door to rate cuts 

 

Source: Macrobond, ONS, Investec Economics  

  

There are a few reasons for this. Although 
economic expansion is in general a good 
thing, it does come with concerns in an 
inflationary environment. Indeed, with two 
months of GDP data for this year already 
published, it is highly likely that in Q1 the 
UK economy exited its recession 
experienced in H2 last year. As the figures 
currently stand, it would require a monthly 
contraction of 1.0% or more in March to 
prevent the economy having escaped 
from recession. There is the fear though 
that if demand accelerates too quickly, it 
could fuel further inflationary pressure. 
This is one upside risk to our inflation 
forecasts. Another regards food costs. 
Wet weather has hit harvesting, resulting 
in farmers warning about limited supply 
and higher prices. 

Chart 21: Wet weather in the UK is causing havoc for farmers 

 
Source: Macrobond, Met Office, Investec Economics 
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Food price inflation could also be pushed 
higher by post-Brexit checks and charges 
that are due to be applied this year, 
including physical checks from the end of 
this month. There has long been concern 
that systems are not ready for this: checks 
have already been pushed back five 
times. But the sixth time is apparently not 
the charm either, with a leaked document 
advising the rate of checks to initially be 
set to zero to avoid border logjams. These 
are not the only trade measures that have 
been announced. The government also 
revealed 126 new tariff suspensions 
for two years, such as on car parts and 
food items. This could counteract 
inflationary pressure from physical 
checks. 

Chart 22: Sixth time’s the charm? Maybe not… Rate of post-Brexit physical checks set to zero 

 
Source: Gov.uk, Investec Economics 

   

The MPC does appear to be preparing for 
lower rates. For the first time in over two 
years, no Committee member voted to 
increase the Bank rate at the March 
meeting, while Dep Governor Ramsden 
recently voiced his confidence that ‘risks 
to persistence in domestic inflation 
pressures are receding’. But financial 
markets are only pricing in two 25bp cuts 
this year and two next, whereas we 
expect seven in total. If the Bank looks to 
ease more, gilts could rally. We expect 
10y gilt yields to end this year at 3.75% 
and next year at 3.50%. We have also 
tempered our predicted gain in cable this 
year but maintain the view that given 
market sensitivity, USD will retrace once 
the Fed walks the walk (with rate cuts). 

Chart 23: GBP could struggle against stronger EUR if markets price in more UK rate cuts 

 

Source: Macrobond, Investec Economics  

  

Early next month local elections are 
taking place in 107 local authorities in 
England (Chart 24). Current polls point to 
the Tories suffering a heavy defeat, and 
speculation that if two crucial mayoralties 
- West Midlands and Tees Valley - are 
lost, on top of losses elsewhere, Sunak 
could be facing a vote of no confidence. 
Although likely to survive this, the 
pressure will be on to turn the polls around 
ahead of the general election later this 
year. Chancellor Hunt hopes to squeeze 
in a fiscal event before voters head to the 
ballot, targeting a further 2p cut to 
employees' NICs contributions, halving 
the rate of the tax in a single year. But 
given the minimal impact of the previous 
two NICs cuts on the polls, a third seems 
unlikely to change the Tories’ fortunes.  

Chart 24: Another crushing defeat for the Tories? 107 local authorities head to the polls 

 
*not including mayoral elections                                       Source: Institute for Government, Investec Economics 

Local authorities up for re-election* 
 
 
 
 

Note: There will also be 
10 metro mayors up for 

re-election 

https://www.gov.uk/guidance/duty-suspensions-and-tariff-quotas#duty-suspensions-and-autonomous-tariff-quotas
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Global Forecasts 
 

 
GDP Growth (%) 

 Global US Japan China UK EU20 Germany France Italy 
2019 2.8 2.5 -0.4 6.0 1.6 1.6 1.1 1.9 0.5 
2020 -2.7 -2.2 -4.2 2.2 -10.4 -6.2 -4.2 -7.7 -9.0 
2021 6.5 5.8 2.6 8.4 8.7 5.9 3.1 6.4 8.3 
2022 3.5 1.9 0.9 3.0 4.3 3.5 1.9 2.5 4.1 
2023 3.2 2.5 1.9 5.2 0.1 0.5 -0.1 0.9 1.0 
2024 3.2 2.5 0.5 5.0 0.7 0.6 0.0 0.5 0.8 
2025 3.3 1.5 1.2 4.2 1.8 1.7 1.6 1.4 1.2 

  Source: IMF, Macrobond, Investec forecasts 
 
 
 

Key Official Interest rates (%, end quarter): 10-year government bond yields (%, end quarter): 

 US 
Fed funds 

Eurozone 
refi rate 

Eurozone 
deposit 

rate 
UK Bank 

rate 
Australia 
cash rate 

 
 US Germany UK 

Current 5.25-5.50 4.50 4.00 5.25 4.35 Current 4.64 2.55 4.30 
          

2024      2024    
Q1 5.25-5.50 4.50 4.00 5.25 4.35 Q2 4.50 2.25 4.00 
Q2 5.25-5.50 4.25 3.75 5.00 4.35 Q4 4.00 2.25 3.75 
Q3 5.00-5.25 3.65 3.50 4.75 4.10        
Q4 4.75-5.00 3.40 3.25 4.50 3.85 2025       

           Q2 4.00 2.25 3.50 
2025           Q4 3.75 2.25 3.50 
Q1 4.50-4.75 3.15 3.00 4.25 3.60 Source: Refinitiv, Investec    
Q2 4.25-4.50 2.90 2.75 4.00 3.35 
Q3 4.00-4.25 2.65 2.50 3.75 3.25 
Q4 3.75-4.00 2.40 2.25 3.50 3.25 

Source: Macrobond, Investec 
 
 
 

FX rates (end quarter/ annual averages) 

 Current 2024  2025  2023 2024 2025 
  29-Apr Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 average average average 

Euro €:$ 1.069 1.08 1.07 1.07 1.08 1.09 1.10 1.11 1.12 1.08 1.08 1.10 
Sterling €:£ 0.860 0.86 0.86 0.85 0.86 0.86 0.86 0.87 0.87 0.87 0.85 0.86 

 (£:€) 1.163 1.17 1.17 1.18 1.17 1.17 1.16 1.15 1.15 1.15 1.17 1.16 
 £:$ 1.243 1.26 1.25 1.26 1.26 1.27 1.28 1.28 1.29 1.24 1.26 1.26 

Yen $ 154.9 151 152 149 146 142 140 138 136 141 150 140 
 € 165.5 163 163 159 158 155 154 153 152 152 161 154 
 £ 192.5 191 190 188 184 180 179 177 175 175 188 179 

Aussie Dollar $ 0.650 0.65 0.65 0.65 0.65 0.66 0.67 0.68 0.69 0.66 0.65 0.67 
 €:AUD 1.644 1.65 1.65 1.65 1.66 1.65 1.64 1.63 1.62 1.63 1.65 1.64 
 ¥ 100.67 98.6 98.8 96.9 94.9 93.7 93.8 93.8 93.8 93.3 97.7 93.9 
 £:AUD 1.912 1.94 1.92 1.94 1.94 1.92 1.91 1.88 1.87 1.87 1.93 1.91 

Swiss Franc € 0.977 0.98 0.97 0.99 1.00 1.00 1.00 1.01 1.02 0.97 0.98 1.01 
 $ 0.914 0.91 0.91 0.93 0.93 0.92 0.91 0.91 0.91 0.90 0.91 0.91 
 £ 1.136 1.14 1.13 1.17 1.17 1.17 1.16 1.16 1.17 1.12 1.14 1.17 

Source: Refinitiv, Investec 
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