
 

  

  

Rand note: the rand’s strength will be underpinned by the US interest rate cut cycle 
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•    The rand has strengthened quickly over the past couple of weeks, running rapidly 
stronger on the surprise -50bp US interest rate cut, but already having appreciated, 
albeit more slowly, since the naƟonal elecƟon in South Africa at the end of May.  

•  With the rand iniƟally nearing R17.00/USD on Friday, at 17.03/USD, the domesƟc 
currency was then rebuffed, closing at the end of last week at R17.12/USD, but 
reached R17.04/USD again today.  

•  The rand is beginning to unwind its depreciaƟon experienced under the US interest 
rate hike cycle, with the domesƟc currency running below R15.00/USD before the US 
started hiking interest rates in early 2022. 

•  R17.00/USD is a major resistance level however, with the rand not having reached it 
yet, and will likely require further momentum to convincingly pierce it, driven either 
by posiƟve data outcomes, or further US interest rate cut surprises, or both.   



•  The Chinese sƟmulus has also helped allay some worries over the weakness of global 
acƟvity, with commodiƟes’ prices seeing some benefit too, along with EM currencies, 
although the recent US interest rate cut is the main driver of rand strength. 

•  More supporƟve sƟmulus measures are expected to follow from China, while in US 
markets, the implied Fed funds futures are currently pricing in about a 40% chance of 
another -50bp cut, which is supporƟng investor senƟment. 

•  In South Africa, improving economic acƟvity has also had a posiƟve effect on the 
domesƟc currency, along with the reducƟon in poliƟcal risk on the formaƟon of a 
centrist government, and increased foreign appeƟte for SA’s porƞolio assets.  

•  The substanƟal movement in the rand since the US interest rate cut this month has 
brought it towards R17.70/USD more quickly than a -25bp US cut would have done, 
and Q4.24 is therefore likely to be significantly stronger, at R17.20/USD than Q3.24. 

•  While the rand is expected to see further strength over the course of the US interest 
rate cut cycle, markets expect US rate cuts to end in H2.25 and are also eyeing the 
possibility of further -50bp cuts in the US interest rate cuƫng cycle. 
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• The deep, fast US interest rate cut cycle currently being factored in for the US by 
financial markets Ɵlts the risk towards a faster appreciaƟon in the domesƟc currency 
than factored in in the base case, which in turn, could benefit inflaƟon outcomes. 

•  As highlighted in the rand note of 25th September (contact details below), the 
recalibraƟon in financial markets expectaƟons, post the FOMC meeƟng on 18th 
September, has been the key driver of rand strength, along with the US cut. 

•  The differenƟal between US and South African interest rates has widened by 25bp this 
month, as the MPC delivered a -25bp cut. The US cuts again in November and 
December, while South Africa’s MPC has only one meeƟng leŌ, in November. 



•  Consequently, the differenƟal: between US and South African interest rates is likely to 
widen by at least another 25bp by the end of this year, supporƟve of underpinning the 
rand’s strength. 

•  Financial markets expect a cut in US interest rates at every FOMC meeƟng in the 
remainder of this year, and over H1.25, a total of six meeƟngs, while SA only has four 
in the period. 

•  By the end of 2025, the US is expected to cut its interest rates by around 1.50% 
(150bp), while South Africa is expected to see further cuts of 1.25% (125bp) at most 
according to the FRA (Forward Rate Agreement) curve. 

•  The further widening in the interest rate differenƟal between the US and South Africa 
is also supporƟve of further, marked rand strength, although domesƟc and global risks 
(parƟcularly on the geopoliƟcal front) could slow the rand’s trajectory. 

• While load shedding has halted on increased capacity, lower unplanned outages (by -
9% y/y), and expenditure on diesel to fire generators is R11.3bn lower y/y, concerns 
persist on the stability of the grid, parƟcularly due to aged infrastructure. 

•  Progress on recƟfying the problems at the ports and on the rails has been slow, 
severely limiƟng economic growth, as is the lack of ability of the DMRE (Department 
of Minerals and Energy) to drive large-scale mining exploraƟon and investment. 

 

  



  

  



 

  

  

  
 

 


