
 

  

  

Rand note: conƟnues to gain on US dollar weakness as second US rate cut 
probability grows 
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•    The rand dropped to R18.30/USD last week, aŌer reaching R19.23/USD early in 
January and experiencing a strengthening momentum since. The US dollar has 
seen some pullback, from 1.02 to the euro, to 1.05 most recently.  

•  With the Trump administraƟon now pushing through a number of changes, 
and parƟcular focus on the removal of illegal immigrants, tariff threats have 
largely been directed in this area, and universal, harsh tariffs previously feared 
have not occurred. 

•  The rand has consequently subsided, strengthening against both the US dollar, 
as US dollar strength has waned, and also seeing some gains on its own against 
the euro and the GBP, as risk-off in global financial markets has reduced. 

•  The rand is expected to remain volaƟle, but overall see further strength this 
year as markets factor out some fears of substanƟally higher US inflaƟon rates, 



and indeed now have now factored in two definite US interest rate cuts this 
year.   

•  The most recent inflaƟon figures, for December, in the US have come out at 
3.2% excluding food and energy, down from 3.3% y/y in November, and lower 
than the expectaƟon of 3.3% y/y as well. 

•  The change in the core PCE price index, the preferred measure of inflaƟon for 
the FOMC, is due to be published for December at the end of this month, 
which was at 2.8% y/y in November, and is expected at a similar rate.    

•  Much will depend on tariff increases applied by the US. Most recently an 
onslaught of tariffs (25% on all imports rising to 50%), along with banking and 
financial sancƟons was threatened at Colombia if it did not accept the return of 
deportees. 

•  In addiƟon, travel bans on Colombian officials and their associates, as well as 
revoking their visas was part of the US threat towards Colombia, with the US 
and Colombia then reaching agreement on Sunday for full deportaƟons from 
the US. 

•  The US’s drive to return illegal immigrants to countries of origin has been 
supported by threats of very harsh tariff and other economic penalƟes to other 
countries as well, while protecƟonism for US manufacturers is sƟll reportedly 
under discussion.   
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• With the US Colombia’s largest trading partner, the threat of tariff increases, 
and the other penalƟes has been paused, not dropped, as Colombia has 
reportedly accepted all the US’s terms, despite iniƟally threatening retaliatory 
protecƟonism.   

•  The prior Trump presidency, of 2017 to 2021 escalated trade wars, parƟcularly 
between the US and China, as retaliatory tariffs proliferated, although since 
Covid-19 lockdowns the Chinese economy has seen a marked slowing in 
growth. 

•  The US Secretary of State noted “(i)t is the responsibility of each naƟon to take 
back their ciƟzens who are illegally present in the United States in a serious 
and expediƟous manner.” 

•  “President Trump has made it clear that under his administraƟon, America will 
no longer be lied to nor taken advantage of. … we are unwavering in our 
commitment to end illegal immigraƟon and bolster America’s border security.” 

• US Homeland Security adds “(i)mmediately aŌer being sworn in President 
Trump took execuƟve acƟon to stop the invasion at the southern border and to 
empower law enforcement agents to deport criminal aliens”. 

•  The rand has weakened slightly to R18.55/USD, but tends to see volaƟlity over 
the day, and has been tending to reach new consecuƟve lows over the second 
half of January, in the thinner trading hours of early mornings/late evenings.  

•  The rand is expected to average R18.40/USD this quarter, with US 
protecƟonism worries seen to be fading from iniƟal concerns that the US 
administraƟon would impose universal tariffs of 10 to 20% or more, and 
greater tariffs on China.    

•  The Fed funds implied futures have now factored in two US interest rate cuts 
with 100% probability by the end of this year, one at the 18th June FOMC 
meeƟng and the other at the 10th December FOMC meeƟng. 

• However, interest rate expectaƟons are likely to shiŌ further over the course of 
the year, and the longer the US holds off imposing tariffs, the greater the 
likelihood will be for a third US interest rate cut this year,  and so further rand 
strength.   

 



  

  

  



 

  

  

  
 

 


