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Rand note: the rand is currently reflecting the up case of strong global financial market 
confidence of a quick rebound from the COVID-19 pandemic, with low investor risk 
aversion (risk-on), but not reflecting SA's fundamentals 
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•   The rand reached R14.42/USD today, powering through key resistance levels, and so far 
averages R15.02/USD this quarter, with Q1.21 around the halfway mark. The US dollar 
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has weakened, as safe haven flows diminish, while EM investor appetite is particularly 
strong.  

•   The rand has seen a marked bout of strength over the past week as global financial 
markets' risk aversion levels have been eroded, and the rand remains highly sensitive to 
market movements given high risk status of its portfolio assets.  

•   Currently, foreigners have increased their net purchases of SA’s bonds by R8.0bn so far 
this year, after purchasing R5.1bn on a net basis in Q4.20, but having sold off a massive 
-R133.8bn net of purchases over Q2.20 and Q3.20 combined. 

•   To date this year, foreigners sold off -R2.6bn worth of SA equities on a net basis, after 
selling  -R1.9bn in Q4.20 also net of purchases, -R49.8bn in Q3.20 and -R26.8bn in Q2.20, 
following on from -R27.1bn in Q1.20 as foreigners continue to dump SA equities. 

•   However, this year, particularly over February, such has been the degree of extreme risk-
on, that the rand is now the second best performing currency since the start of this year, 
stronger by almost 2% against the USD, although its rating peer Turkey is up 6.8% in the 
same period. 

•   That is, Fitch rates both Brazil and Turkey at the same level (BB-) as SA on its long-term 
foreign currency sovereign debt rating, and such is the level of exacerbated risk-on that 
SA and Turkey’s currencies are key gainers, both of which have CDS spreads of 200-
300bps.  

•  While a lot of market exuberance is being built into investor appetite presently, the rand 
could strengthen somewhat further, but at some point the reality of domestic weak 
economic fundamentals will become a market consideration again. 

•   The rand is also expected to have seen some strength on the outcome of the ANC’s NEC 
meeting this weekend, with reports that proven corrupt ANC members must step aside, a 
blow to factions opposing the Ramaphosa Presidency and its drive to eradicate state 
capture.  

•   ANC factions/individuals opposing Ramaphosa, and hoping to further/also benefit from 
highly lucrative corruption in dealing with the state/SOEs in the past, have been a key 
stumbling block to substantially strengthening SA’s economic growth and employment.   
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•   Markets are cheering the clean-up of the state/parastatals, with hopes that this will persist 
into a second term with Ramaphosa. The slow pace of reforms have disappointed 
investors but markets hope these could now quicken on a strengthening in Ramaphosa’s 
position.  

•   In the past, market friendly reforms aimed at boosting economic growth have even been 
labelled “neo-liberalism” by factions opposing efforts to eradicate corruption and state 
capture as they seek to undermine/prevent economic successes for the Ramaphosa 
Presidency.  

•   Markets were doubtless cheered today by President Ramaphosa stating in his weekly 
email that “(u)nless we can bring our national debt down to sustainable levels no 
meaningful economic recovery will be possible.” 

•   Adding “(w)e need to make sure that these relief measures provide a firm foundation for 
a broader recovery without driving the country deeper into debt.” “As government, hard 
decisions on public spending will need to be made and implemented this year.” 

•   While markets are very keen to hear these sentiments, and most likely debt projections 
will be lowered slightly, as opposed to being increased once again, it will not be peaking 
below 60% of GDP (seen as sustainable for an EM), or even below 80%.)  

•   The President adds, “(i)mportant as these relief measures are now, we will not be able to 
sustain them indefinitely.” “Our national consciousness must now move beyond the realm 
of relief into that of recovery”. 

•   The rand is also likely strengthening ahead of the Budget next week, 24th February, as 
markets anticipate a favourable outcome, but the domestic currency is at risk of 
weakening thereafter as investors price improvement in ahead of the Budget Speech.   

•   However, higher interest rates in SA, along with Turkey, increase returns, and this is a key 
incentive for yield (interest rate) seekers currently, with SA deposit rates at 5.5% and 
Turkey 16.4% (Bloomberg), fuelling investor appetite in the global low rate environment.   
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•   Such temporary flows are characterised by their extreme short-termism however, 
retreating rapidly in periods of marked risk-off in global financial markets, and driving 
volatility, with the domestic currency likely to remain highly volatile in the foreseeable 
future. 
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