
 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                            

  

 

 

 

 

 

  

 

 

A boost to domestic 

aggregate demand is 

likely to bolster 

business confidence as 

households loosen 

their belts somewhat. 

given the prolonged slowdown in growth 

 

 

 

The QPM forecasts a 4.7% average inflation rate for 2019, a 10 basis 

point decrease on the previous projection. This is largely due to the 

stance taken by the Federal Reserve. We believe that now is the time 

to cut rates while the CPI is largely stable, and that this will 

compensate for tight fiscal policy in the medium term. 
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 The QPM forecasts a 4.7% average inflation rate for 2019, a 10-

basis point decrease on the previous projection. This is largely 

due to the stance taken by the Federal Reserve. We believe that 
now is the time to cut rates while the CPI is largely stable, and 

that this will compensate for tight fiscal policy in the medium 

term. 

 

 

 

 

Oil price increases are known to reverberate 

through the economy and result in 

secondary price increases passed onto the 

consumer. I don't think now is the right time 

to reduce interest rates. 

I ask the MPC to consider the mandate of price 

stability, business interests, labour and civil society – 

as well as the current fiscal stance, to guide my 

recommendation. 

Greater monetary expansion will decrease 

the cost of borrowing and increase domestic 

demand. While reducing the repo rate will 

likely decrease FDI, I believe domestic 

stability will offer a more attractive 

investment destination in the long run, and 

that this is needed to kickstart growth again. 

Do we need greater 

MONETARY EXPANSION? 

A reduction in the interest rates will result 

in a weakening of the Rand. While this will 

have the effect of making exports more 

attractive to the international market, it 

will also cause an increase in the price of 

some production inputs and imported oil. 

Oil price increases are known to 

reverberate through the economy and 

result in secondary price increases passed 

onto the consumer. I don't think now is 

the right time to reduce interest rates. 

 

The CPI has maintained a level of around 

4.5% for the last 16-18 months. However, 

growth has slowed in the past quarters. 

Given that the price index is stable, I think 

now is the right time to implement 

monetary expansion. In the short term this 

will increase employment at the expense of 

increased inflation, however that is a trade-

off I believe is necessary given the 

prolonged slowdown in growth 

 

The Federal reserve is likely to cut 

interest rates in July. A drop in the US 

interest rate presents two actionable 

options - maintain interest rates and 

benefit from a more attractive 

investment destination, or follow suit 

and reduce interest rates without facing 

the same penalties of capital flight. Given 

the present climate in the economy, a 

reduction in interest rates would be 

favourable to take advantage of the 

situation presented by the possible Fed 

cut. 

 

Recommendation:  

25 Basis Point CUT 
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