
What does the interest rate cut mean and how does it affect me?  

The South African Reserve Bank has cut the repo rate from 4.25% to 3.75%, meaning the prime 

lending rate will fall to 7.25%. What does this mean for the ordinary South African? The Reserve 

Bank is generally very conservative in its Monetary Policy and does not cut rates easily. However, the 

impact and toll of the Covid-19 pandemic has placed almost every sector of the economy under 

unprecedented pressure. This has impacted salaries, employment and the finances of millions of 

South Africans. 

 The South African Reserve bank has therefore cut the Repo rate in an attempt to help support the 

economy, companies, and cash-strapped citizens. The repo rate is the standard interest rate at 

which the Reserve Bank lends money to other banks – which therefore reduces the interest rate 

offered by your local bank. The ripple effect of this, results in banks reducing the interest rate they 

charge the consumer for lending money. This essentially means that any debt be it vehicle, home or 

cash loan ,with an linked interest rate contract will have a reduction in the monthly instalments.  The 

downside of this, is for the individuals who make use of a money markets or fixed interest products 

to grow their savings or even live off these types of investments, also now have a reduced interest 

rate (less income or growth than prior to the rate cut).  

What should the ordinary South African do? 

Well this depends on each persons individual situation, for example: if you were struggling to pay 

your bills during these trying times, the rate cut should provide some breathing room and will 

hopefully assist you in getting back into a more stable financial position. If you were already on track 

with your finances, why not consider keeping your repayments the same as they were before the 

interest rate cut? By doing this the term of your loan will be reduced and result in you becoming 

debt free sooner.  

How will this impact my interest linked investments? 

Simply put If you are invested in a money market ,savings account or unit trust, the interest rate may 

have a negative effect on your portfolio depending on how you are invested – this adds emphasis on 

the importance of having a well-diversified portfolio . It would be best to contact your financial 

advisor regarding this. 

Will we see another rate cut by the SARB?  

Possibly! With the full impact of Covid-19 yet to be seen, the Repo Rate is one of the main tools of 

the reserve bank in economic stimulus and individual relief and considering the new Repo rate at 

3.75% there is still room for the SARB to make these changes.  

Should you purchase something with the hope of rate cuts in the future? 

Definitely not. We are in extremely uncertain times and it would be best to follow your financial plan 

and to not make any irrational decisions based on future assumptions.  

For more information or further explanations, please do not hesitate to contact us at Wealth 

Creators. 


