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•    South Africa’s ten-year benchmark government bond yield has weakened to 
10.35%, aŌer approaching 10.00% in the first half of December ahead of the 
US FOMC meeƟng, but then backtracked as the US signalled fewer interest rate 
cuts in 2025. 

•  The contents of the minutes of the Federal Open Market CommiƩee (FOMC) 
meeƟng for 17th to 18th December, released last night saw the rand slightly 
weaker as the US dollar strengthened, as markets conƟnued to see fewer cuts 
for 2025. 

•  The minutes noted in parƟcular “(r)egarding internaƟonal developments 
…  market parƟcipants expected central banks in nearly all advanced foreign 
economies (AFEs) to conƟnue to reduce their policy rates in 2025 … (i)n 
contrast to the U.S.”  

•  The minutes noted that “this widening between U.S. and foreign interest rates 
appeared to be a major contributor to the increase in the trade-weighted U.S. 
dollar index observed over the intermeeƟng period.” 

• The US ten-year bond yield, at 4.70%, is well above the 4.14% reached prior to 
December’s FOMC meeƟng, as market expectaƟons adjusted on US rate cuts, 
with only one -25bp cut in the Fed funds rate expected this year, versus three 
previously. 



•  Further supporƟve of fewer rate cuts, and so a higher US treasury yield than 
previously expected was “that real gross domesƟc product (GDP) had 
conƟnued to expand at a solid pace in 2024, … the unemployment rate 
remained low”. 

•  “The market-implied path of the federal funds rate over the next year edged 
higher, since the U.S. elecƟon, as investors assessed the implicaƟons of 
incoming inflaƟon data and potenƟal economic policy changes for the near-
term economic outlook”. 

•  “CommunicaƟons by Federal Reserve officials contributed to investors’ 
percepƟons of a slower Ɵmeline for policy rate reducƟons. Measures of near-
term inflaƟon compensaƟon moved up”. 

•  South Africa’s bond yields are not expected to fall further, having already been 
lowered by easing inflaƟon and interest rates domesƟcally, and prior 
expectaƟons of lower US rates and rand strength, which in turn contributes to 
lower inflaƟon. 
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•    Financial markets currently expect a -25bp cut in the US fed funds rate only by 
June this year with a 100% certainty, but then do not see any further easing in 
US interest rates this year, with a further -25bp cut by the end of next year 
only.  

•  The FOMC minutes of last night “highlighted the difficulty of selecƟng and 
assessing the importance of such factors for the baseline projecƟon and 



featured a number of alternaƟve scenarios given (notable levels of) 
uncertainty”. 

• The FOMC unpacked this uncertainty as including “specifics about the scope 
and Ɵming of potenƟal changes to trade, immigraƟon, fiscal, and regulatory 
policies and their potenƟal effects on the economy”. 

•  VolaƟlity in financial markets is likely to conƟnue as a result, with the US dollar 
experiencing strength on the incoming Trump administraƟon, higher expected 
US interest rate trajectory and higher inflaƟon path than previously expected. 

•  “In the staff’s baseline projecƟon, the inflaƟon forecast for 2024 was slightly 
higher than the one prepared for the previous meeƟng, reflecƟng upside 
surprises in some recent data.” 

•  “(A)lthough inflaƟon had eased substanƟally from its peak in 2022, it remained 
somewhat elevated …  the overall pace of disinflaƟon had slowed over 2024 
and that some recent monthly price readings had been higher than 
anƟcipated.” 

•  The rand weakened to R18.99/USD today on US strength dollar in reacƟon to 
the minutes, from R18.68/USD yesterday, with the domesƟc currency seeing 
liƩle movement in comparison against the other major crosses. 

•  With the next FOMC meeƟng decision on the 29th of this month, but not 
expected to see a cut to interest rates, and South Africa’s MPC meeƟng the day 
before on the 30th,  the MPC may choose to put through a further -25bp cut in 
the repo rate. 

•  This could result in further rand weakness, as the differenƟal between US 
interest rates and SA interest rates narrows. For this reason, the SARB may 
choose against further easing in SA’s interest rates unƟl the Fed cuts again, 
limiƟng bond strength. 

 

  



  

  



 

 

  
  

 


