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The domestic currency is in a consolidation phase currently, after running into overbought territory in recent 
weeks, with the rand expected to average R17.00/USD this quarter 

 
 
 

 
  

 

 
 



 
 



 
 

 
 

 

 
 While the rand so far averages R16.76/USD this quarter, it is only for the month of July where it reached 

substantial overbought territory by strengthening through to R16.34/USD and subsequently has been 
consolidating back from that level to around R17.25/USD currently.  



 

 While the recent bounce back in the rand from its attempt at returning to levels pre the Covid-19 crisis (of 
R16.26/USD) has been slightly over done, we expect the domestic currency will attempt to settle around 
the R17.00/USD level for much of this quarter, but in a very wide band as the rand remains highly volatile. 
 

 Indeed, the rand could even trade temporarily by more than R1.00/USD on each side of the R17.00/USD 
mark, as such is the extreme volatility of the domestic currency, which is highly reflective of all risk 
sentiment switches in global financial markets. 
 

 The global economic recovery is not firmly underway, and will not be linear nor synchronised. Instead the 
global economy will see some individual economies lead in their recovery from the Covid-19 lockdowns 
and resultant economic slumps, while other economies will lag. 
 

 The global economy will consequently see an unsynchronised recovery across different countries, and 
even inside country’s economies, while the global recovery itself will be patchy (or stop start), in nature 
and not follow a smooth linear trajectory. 
 

 The uneven nature of the recovery will continue to trip up market sentiment, and so cause EM currency 
volatility, in particular reflected by the rand, with unexpected data readings having marked impacts, as 
will changes in policy measures, with the failure to extend supportive policy measures in particular likely 
to have a key impact. 

 
 Monetary policy measures are providing some support, and have persisted, both domestically and in key 

economies, with QE in the US the biggest support for the rand in this regard. However, fiscal policies 
tend to have the far greater stimulatory impact for economic growth, but are also expensive with global 
debt levels ballooning this year. 
 

 In the US in particular, the failure to date to extend the fiscal stimulus measures to households by Friday 
last week has seen the rand sag since then, and even before as markets worried the measures would 
not be implemented in time to prevent a gap in payments, and so a negative impact on household spend 
and economic activity data.  
 

 Such patchy outcomes in policies lead to patchy outcomes in economic activity, risking a slowdown in 
recovery in the world’s largest economy, by having a suppressing impact on employment and economic 
growth in Q3.20, the quarter in which markets expected a strong recovery to occur. 

 
 
 



 
 

 
 

 



 

 
 
 
 

 Market concerns over the future strength of the US economy’s recovery have increased safe haven flows 
into the US dollar, causing dollar strength and so exacerbating the weakness in the rand. The rand has 
weakened to R17.35/USD, R20.34/EUR and R22.62/GBP today, from Friday’s close of R17.06/USD, 
R20.11/EUR and R22.34/GBP. 
 

 Just under two weeks ago the rand reached R16.34/USD, R18.84/EUR and R20.78/GBP, with the highly 
volatile domestic currency benefiting from US dollar weakness at that time, as yield-seeking stimulated by 
US QE has benefitted EM currencies and weakened the US dollar. 



 

 Concerns over global growth, led by worries over US led events (including the resumption of US-Sino 
tensions, lack of extension of the $600 per week checks to households and degree of drop in Q2.20 GDP), 
have since boosted demand for US dollars and weakened demand for EM currencies, with the rand 
particularly sensitive to these flows.  
 

 Consequently, the gold price continues to gain support, both from a safe haven status, as well as from the 
consequences of US QE, which has both driven the very low level of US treasury yields and weakened the 
value of the US dollar. The lower US bonds’ yields, the lower the opportunity cost of holding gold is seen 
in comparison.  
 

 With US treasuries and gold both seen as safe haven assets, but with fears of devaluation of the US dollar 
due to the vastly increased supply of US dollars on QE, gold has become increasingly attractive as an 
investment, boosting its price. The gold price is likely to see further marked gains this year, and is on track 
to exceed US$2 000/oz. 
 

 US bond yields are expected to remain at current very low levels in the foreseeable future (for the remainder 
of this year and into next), supporting the gold price, due to ongoing US QE. The bond buying programme 
of the South African Reserve Bank is also not seeing an end in the near term either (see table above).  
 

 In the current mid-cycle of the recovery from the Covid-19 crisis for both the global economy and global 
financial markets, there is no anticipation that monetary support (either QE or simpler bond buying 
programmes) will be withdrawn, and so markets seek additional reason for optimism from fiscal stimulus 
to bolster economic recovery. 
 

 That is, global risk sentiment, which is a direct driver of the domestic currency, does not typically get as 
much of a boost from additional monetary, as additional fiscal, support at this point. The global economic 
recovery is not yet fully secure, with demand weak and unemployment high, and uncertainties still abound. 

 
 Furthermore, the third quarter of the calendar year is typically the most at risk period for the rand, as it is 

when the key northern hemisphere summer period occurs. Many take a break from financial market trading 
in August to take annual vacations (or staycations), and so any risk averse event tends to see a greatly 
exacerbated response.  

 
 

 



 
 

 
 

 
 



 
 

 
 
 
 

  

  

 


