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Rand nears our Q4.19 forecast (albeit on a level not on an average basis), gaining from improved market sentiment, 
with the lift in the US ten year treasury yield reflecting the lift in sentiment 

 
 
 

 
  

 

 
 

▪ The rand’s strength today to R14.69/USD, R16.25/EUR and R18.99/GBP is nearing our Q4.19 forecasts on 
a level basis, although more quickly against the US dollar than against the euro and UK pound. The USD has 
seen some weakness recently as risk aversion subsided, with perceived gains in the US trade deal since 
October aiding sentiment.  
  

▪ The US-Sino trade deal continues to be stop start in nature, with the US delaying the signing of the partial 
deal with China as it (the US) seeks more concessions from China ahead of US 2020 elections. Nevertheless, 



a deal is increasingly expected to be signed, which is seen as reducing the chance of global recession, and 
is cheering markets.   
 

▪ Specifically, further progress is expected to be made (in the trade negotiations) ahead of the US elections 
next year, with a completed deal in the US’s favour still expected before the elections (to bolster the election 
outcome in the favour of President Trump), and a winding down of the degree of protectionism to provide a 
boost to the economic outlook. 
 

▪ The lowering in risk aversion levels on progress in the trade negotiations has reduced the pressure for safe 
haven flows, which in particular were focussed into US treasuries, causing their yields subsequently to rise 
as prices moderated, and aiding in reversing the ‘yield curve’ inversion (see “Bond Note”, 11th July 2019, 
website address below).  
 

▪ Patchy data out of the global economy continues, but the improvement in some countries’ economic metrics 
(particularly Germany’s recent GDP print) has also contributed to improving market sentiment, and so to the 
lowering of risk aversion, where previously US ten year treasury yields were lower on higher prices supported 
by demand from safe haven inflows.  
 

▪ The continued relatively good performance of US GDP, and the US jobs market, has also assisted market 
sentiment. The performance of the US stock market has also aided inflows, besides those into US treasuries 
seeking haven investments, which strengthened the US dollar.   
 

▪ Part of the improvement in US growth has seen the lift in corporate earnings over the past few years, positive 
wealth effects on the rise in share prices and strengthening in business confidence over the period, although 
a material reduction in red tape also supported the US economic expansion, along with fairly widespread tax 
cuts.  

 
 

 
 

 

▪ In particular, significant tax cuts for lower and middle income US households, along with increased child and 
family benefits have added to material GDP strength in the past few years, also supported by with tax reform 
also seeing lower utility costs as tax savings from these entities are passed through to consumers.  
 

▪ “The Tax Cuts and Jobs Act includes $5.5 trillion in gross tax cuts, it also includes $4 trillion in reforms, including 
the elimination of special-interest loopholes and protection of important tax benefits … (and) created the federal 
Opportunity Zones program” – US Department of the Treasury. 
 



▪ “Utility (c)ompanies … (p)assing (t)heir (s)avings (a)long (t)o (c)ustomers (v)ia (l)ower (e)lectric (b)ills, (l)ower 
(g)as (b)ills (a)nd (l)ower (w)ater (b)ills (f)or Americans. Over 100 utility companies have pledged to pass 
billions in tax savings to over 22 million of their customers” – US Department of the Treasury. 
 

▪ Tax cuts to corporates have supported hiring and job creation, higher incomes for workers, improved job 
opportunities, particularly for blue collar workers with low unemployment. Special development or “opportunity 
zones” assisted with job creation and economic development in low income areas.  
 

▪ “Opportunity Zones are located in economically distressed communities … of every U.S. state and territory. 
These communities demonstrate average poverty rates of 32 % …(vs.) the U.S. average rate of 17 % - 
unemployment rates 1.6 times higher than the average U.S. census tract, … family incomes averaging 37% 
below the state median.” 
 

▪ The rand retreated from the key resistance level of R14.70/USD this morning, but could see further gains, 
particularly on progress on US-Sino trade negotiations. Any signs of US economic weakness that creep in (see 
“Rand note”, 14th November 2019) are negative for Trump’s election prospects and would likely speed the 
completion of the trade deal. 
 

▪ Our expected, or central case remains one of no global recession. The probability of the expected case will 
rise as the likelihood of a global recession (low probability currently of 15%) falls, which in turn would be driven 
by the signing of the US Sino first phase trade deal, and further notable progress thereafter. Forecast below 
are all averages. 
 

 



 
 
 



 
 



 
 



 
 

 

  

  

 


