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Interest rates stay put

The MPC left the repo rate unchanged at 6.75%, after

cutting by a cumulative 100 basis points (bps) in 2025. Janua ry 2026
The pause resulted from a split vote, with 2 members
favouring a 25-bps cut. While the MPC sketched a relatively
benign inflation picture, its cautious approach appears
rooted in the volatile geopolitical environment and lingering
concerns about price trends in food, electricity, and services.
The SARB lowered its inflation forecast for the next three

years, now expecting it to hover just above 3% in 2026 and 6 7 5 O/
2027, before reaching the target around mid-2028. The . O
MPC assessed risks to the inflation outlook as balanced.
We still expect more rate cuts later this year. If the current
benign landscape holds, inflation could turn down quicker
than we initially anticipated, potentially creating space for
further easing from around May onwards.
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The MPC's view on inflation:

The Committee painted a benign inflation picture. They concluded that inflation's upward drift towards the end of last
year was mainly due to temporary factors. Importantly, they believed that inflation peaked in December at 3.6% and
would slow in the coming months. The SARB's forecast reflects this softer trajectory, with headline inflation expected

to average a lower 3.3% in 2026 (vs. 3.5% previously), a slightly higher 3.2% in 2027 (vs 3.1%) and an unchanged 3% in
2028.

The MPC still viewed the risk to the outlook as balanced. Downside risks emanated from a stronger rand, low global oil
prices and easing inflation expectations. Meanwhile, upside risks still stemmed from the ongoing threat of foot-and-
mouth disease to meat and, therefore, food prices, the possibility of an even greater upward adjustment to already
punishing electricity tariffs, and continued stickiness in services inflation. The Governor stressed that it would be
'desirable to have services inflation moving closer to 3%

The Committee again highlighted the risks embedded in a volatile global environment, which could impact the rand and
oil prices in unpredictable ways. To assess these risks, the MPC again considered adverse and favourable scenarios.
The adverse scenario assumes that the rand tumbles to R18.50 per US dollar and oil prices shoot up to $75 per barrel.
Under these circumstances, the SARB's models suggest that inflation will peak at 4% and converge towards 3% at a
slower pace. The key takeaway is that inflation appears relatively well anchored. So much so that even a large shock
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would not move inflation outside of the 1% tolerance band. In contrast, the positive scenario assumes that the rand
strengthens to R15.50 per US dollar and that oil prices fall to $51 per barrel. Under such conditions, inflation would
decline to a low of 2.3%, inflation expectations would ease more quickly, and inflation would ultimately settle at the
target sooner.

Table 1: SARB’s quarterly inflation forecasts

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

Ql Q2 Q3 Q4

Headline

Nov-25 38 38 34 32 31 31 31 31 31 31 3.0 3.0
Jan-26 33 33 32 33 33 33 32 31 31 31 3.0 3.0
Core

Nov-25 34 34 33 3.0 29 3.0 3.0 3.0 3.0 3.0 3.0 3.0
Jan-26 3.2 3.2 3.2 3.2 31 3.2 31 3.0 3.0 3.0 3.0 3.0

Source: January 2026 MPC Forecast Report

The MPC's view on economic growth:

The SARB expected the economy to gain moderate momentum over the medium term. They did not change their GDP
forecast, which still showed growth picking up slowly from about 1.3% in 2025 to 1.4% in 2026 and 1.9% in 2027 and
2028. While consumer spending drove the recovery throughout last year, the Committee expected fixed investment to
recover in 2026. The MPC saw upside risks to their GDP projections.

The Quarterly Projection Model's recommended rate path:

The QPM continued to reflect further easing as inflation recedes towards the 3% target. The model points to cuts
totalling about 50 bps in 2026 and another 25 bps in 2027. The QPM projects the repo rate at an average of 5.95% in
the final quarter of 2028.

Outlook and implications

We see space for further easing later this year. We still expect inflation to remain sticky over the next six months, ranging
between 3.5—3.7%. Over this period, upward pressure will come from a combination of base effects, high utility
charges, and elevated meat prices driven by foot-and-mouth disease. These forces appear isolated and temporary,
suggesting limited risk of meaningful or lasting secondary price effects. At the same time, we expected several
disinflationary forces to intensify, eventually gaining the upper hand in the second half of the year and setting inflation
onaclear path towards the 3% target. Given the anticipated trajectory, we expected the first 25-bps cut in July, followed
by another in September.

However, the downward forces gathered considerable strength over the past two weeks. The rand dipped below R16 to
the US dollar, supported by a combination of renewed dollar weakness and improved domestic fundamentals. In
contrast, crude oil prices drifted higher, partly on increased demand driven by a harsh winter in the Northern
Hemisphere and partly on persistent concerns about US military intervention in Iran. Even so, the global oil market
remains oversupplied, pointing to a downward bias in prices. Finally, global food prices also eased further, reflecting
higher food production and healthy stockpiles.

If these benign conditions persist, inflation could head towards 3% sooner and faster than our forecast currently
reflects, which would make it possible for the MPC to resume its rate-cutting cycle from around May onwards. All said,
we still forecast a cumulative 50-bps reduction in interest rates this year, but the first cut could come sooner than we
initially anticipated.
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Table 2: SARB'’s detailed annual forecasts

Headline inflation

Sep-25 34 3.6 31

Nov-25 33 35 31 3.0

Jan-26 32 33 32 3.0

Core inflation

Sep-25 33 33 3.0

Nov-25 32 33 3.0 3.0

Jan-26 32 32 31 3.0

Food CPI

Sep-25 4.3 3.6 3.0

Nov-25 4.3 37 3.0 3.0

Jan-26 41 3.6 32 3.0

Fuel CPI

Sep-25 -55 3.8 0.6

Nov-25 -59 22 14 13

Jan-26 -5.8 -1.4 24 13

Electricity CPI

Sep-25 109 9.1 79

Nov-25 109 9.1 79 6.9

Jan-26 109 9.1 7.9 6.9

Real GDP growth

Sep-25 12 14 1.9

Nov-25 13 14 1.9 19

Jan-26 13 14 19 19

Potential growth

Sep-25 11 14 17

Nov-25 11 14 17 18

Jan-26 11 14 17 1.7

Output gap

Sep-25 -0.3 -0.4 -0.1

Nov-25 -0.3 -0.3 -01 0.0
Jan-26 -0.2 -0.3 -01 0.0
Repo rate

Sep-25 6.88 6.18 6.02

Nov-25 6.87 6.19 5.99 5.96
Jan-26 6.89 6.31 6.05 5.95
Neutral real interest rate

Sep-25 2.78 2.84 2.94

Nov-25 276 2.81 2.90 292
Jan-26 2.76 281 290 292

Source: January 2026 MPC Forecast Report
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DISCLAIMER

The information in this report may include opinions, estimates, indicative rates, terms, price quotations, and projections.
It reflects the judgement of the author(s) and the prevailing market conditions at the date of this report, and these
judgements and conditions may change without notice or this report being updated. This report does not necessarily
reflect the opinion of Nedbank Limited (Nedbank). The information in it has been obtained from various sources, and
Nedbank does not guarantee their accuracy or completeness or accept liability.

Any prices or levels in this report are preliminary and indicative only and do not represent bids or offers. These
indications are provided solely for your information. The information in this report may include results of analyses from
a quantitative model that represent potential future events that may or may not be realised, and this is not a complete
analysis of every material fact representing any product. Any estimates included are part of Nedbank's judgement at
the date of this report and may change without notice. Nedbank and/or its affiliates may make a market in these
instruments for its clients and its own account. Accordingly, Nedbank may have a position in any of these instruments
at any time.

Nedbank recommends that recipients of this report seek independent tax, accounting, legal and financial advice if they
would like to use the information. Only professional and business investors should use this report. It must not be
considered as advice, a recommendation or an offer to enter into or conclude any transactions. This report has been
prepared for general dissemination and information purposes only and must not be construed as an offer to buy or sell
or an invitation 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 on request.

Allrights reserved. This report must not be used, shared or copied without Nedbank's prior permission. The information
contained in this note is intended solely for the recipient, who must not share it.

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