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Interest rates on hold amid mounting global risks. 

• As expected, the MPC kept the repo rate unchanged at 7.50% due to the upside risks posed by the unfolding global trade 
war to the domestic inflation outlook over the medium term. The outcome was the result of another split vote, with two 
members voting for a 25-basis-points (bps) cut.  

• Inflation forecasts: The SARB concluded that inflation remains well contained over the short term. They expected lower 
global oil prices to offset the impact of the gradual increase in the VAT rate over the next two years. The SARB sees global 
oil prices easing to $75 per barrel by 2027. They expect the VAT rate hikes to come into effect in May 2025 and April 2026, 
adding around 0.2 percentage points to headline inflation over 12 months. Finally, the scheduled increases in electricity 
tariffs turned out to be more benign than envisioned in January. Consequently, they have lowered their inflation forecasts 
to 3.6% in 2025 (vs 3.9%) and 4.5% in 2026 (vs 4.6%). While the SARB reduced its core inflation forecast for 2025 to 3.7% 
from 3.8%, it slightly upped the forecasts for 2026 and 2027.  

• The Committee again concluded that the inflation outlook faced upside risks over the medium term. The MPC remained 
concerned that the uncertain global environment, particularly the unfolding trade war, could still unsettle the rand and 
dislodge inflation from its subdued trajectory.  

Chart 1: SARB's headline inflation forecasts 

 

 Chart 2: SARB's core inflation forecasts 

 
Source: SARB  Source: SARB 

 

 
• GDP growth forecasts: The growth outlook remained broadly unchanged. The SARB expected the economy to grow by a 

slightly softer 1.7% in 2025 (vs 1.8%), before picking up pace to 1.8% and 2% in 2026 and 2027, respectively. The MPC felt 
the growth outlook faced downside risks, given generally subdued demand and continued supply-side vulnerabilities. 

• The projected rate path: The SARB's Quarterly Projection Model still reflects space for another 25-bps cut over the next 
three years, with the repo rate stabilising around 7.25%.  
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Table 1: SARB’s quarterly inflation forecasts 

  2024 2025 2026 2027 

  Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 

Headline                           

Jan-25 2.9 3.2 3.5 4.1 4.6 4.6 4.7 4.6 4.6 4.6 4.6 4.5 4.5 

Mar-25   3.0 3.1 3.9 4.3 4.3 4.7 4.5 4.6 4.6 4.5 4.5 4.5 

Core                           

Jan-25 3.7 3.5 3.8 3.8 4.1 4.3 4.4 4.5 4.5 4.5 4.5 4.5 4.5 

Mar-25   3.4 3.4 3.8 4.1 4.3 4.6 4.6 4.6 4.6 4.6 4.6 4.6 
Source: SARB 
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Chart 3: SARB's growth outlook 

 

 Chart 4: QPM repo rate projections 

 
Source: SARB  Source: SARB 

 
• Outlook: The MPC will likely remain cautious. The Committee again stressed that its decisions will be made on a 'meeting-

by-meeting basis'. This statement carries significant weight in the current unsettled environment. Yesterday, the US Fed 
left its policy rate unchanged for the second consecutive meeting, pointing to the upside risks to its inflation outlook posed 
by sharply higher tariffs and tighter immigration controls. Given the on-and-off nature of the global trade war and the 
unexpected pressure on the US dollar, it is difficult to see how the external environment will unfold over the next four years. 
In many ways, the world appears to be entering uncharted territory. If the greenback remains subdued because investors 
doubt the wisdom of the US's economic policies, then the impact of the global trade war on inflation in SA and other 
emerging markets will likely be less damaging than initially feared. However, the escalating trade war will hurt international 
trade volumes and undermine global growth. If the US weathers the growth storm better than the rest of the world, US 
economic exceptionalism could be reaffirmed, and the US dollar could rebound, placing pressure on the rand and other 
emerging market currencies. Given that the impact could be significant, the MPC will probably keep interest rates on hold 
until there are fewer moving parts to fret about. 
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Table 1: SARB’s Annual forecasts of key macroeconomic variables 

  2024 2025 2026 2027 

Headline inflation         

Jan-25 4.4 3.9 4.6 4.5 

Mar-25   3.6 4.5 4.5 

Core inflation         

Jan-25 4.3 3.8 4.4 4.5 

Mar-25   3.7 4.5 4.6 

Food CPI         

Jan-25 4.5 3.9 4.3 4.5 

Mar-25   3.8 4.5 4.6 

Fuel CPI         

Jan-25 -0.8 -1.4 2.3 1.2 

Mar-25   -4.1 1.0 1.5 

Electricity CPI         

Jan-25 13.3 13.3 12.3 9.0 

Mar-25   11.8 9.1 6.6 

Real GDP growth         

Jan-25 0.7 1.8 1.8 2.0 

Mar-25 0.6 1.7 1.8 2.0 

Potential growth         

Jan-25 0.8 1.5 1.8 2.0 

Mar-25 0.7 1.4 1.8 2.0 

Output gap         

Jan-25 -0.4 -0.1 -0.1 0.0 

Mar-25 -0.5 -0.2 -0.1 0.0 

Repo rate         

Jan-25 7.90 7.39 7.29 7.30 

Mar-25   7.25 7.21 7.26 

Neutral real interest rate         

Jan-25 2.67 2.73 2.80 2.90 

Mar-25 2.69 2.76 2.81 2.91 

 

Source: SARB 

 

 

Next meeting: 29 May 2025 
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DISCLAIMER 
The information furnished in this report (the "report"). which information may include opinions. estimates. indicative rates. 
terms. price quotations and projections. reflects the existing judgment of the author(s) and the prevailing market conditions as 
at the date of this report. which judgment and conditions are subject to change without notice. modification or amendment. 
This report does not necessarily reflect the opinion of Nedbank Limited ("Nedbank"). The information herein has been obtained 
from various sources. the accuracy and/or completeness of which Nedbank does not guarantee and for which Nedbank 
accepts no liability. 

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications 
are provided solely for your information and consideration. The information contained in this publication may include results of 
analyses from a quantitative model which represent potential future events that may or may not be realised. and is not a 
complete analysis of every material fact representing any product. Any estimates included herein constitute Nedbank's 
judgment as of the date hereof and are subject to change without any notice. Nedbank and/or its affiliates may make a market 
in these instruments for our customers and for our own account. Accordingly. Nedbank's may have a position in any such 
instrument at any time. 

Nedbank recommends that independent tax. accounting. legal and financial advice be sought should any party seek to place 
any reliance on the information contained herein. This report is intended for use by professional and business investors only. It 
may not be considered as advice. recommendation or an offer to enter into or conclude any transactions. This report has been 
prepared for general dissemination and information purposes only and may not be construed as an offer to buy or sell or a 
solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any 
jurisdiction. Any additional information relative to any financial instruments and/or financial products reviewed in this report is 
available upon request. 

All rights reserved. Any unauthorised use or disclosure of this report is prohibited. This report may not be reproduced without 
the prior written consent of Nedbank. The information contained in this note is intended solely for the recipient and may not be 
distributed by the recipient. 

All trademarks. service marks and logos used in this report are trademarks or service marks or registered trademarks or service 
marks of Nedbank or its affiliates. 

 

 

GROUP ECONOMIC UNIT 

   
Nicky Weimar +27 10 234 8357 nickywe@nedbank.co.za 

 


