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Rand note: the rand has held above R14.00/USD, failing to strengthen further on 
ongoing market concerns over firming of US rate hike plans and the rapid increase in 
the third wave in SA amid the effects of a poor initial vaccine rollout 
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•   The Brazilian real is now the strongest EM currency since the start of the year, up 6.8%, 
and gaining in particular from rate hikes returning its central bank rate back to just 25bp 
shy of its pre pandemic level. SA’s repo at 3.50% is 300bp removed from its pre pandemic 
6.50%. 

•   Russia too has been hiking its interest rates, by over 100bp, while its currency is the third 
strongest this year since January, up nearly 3.0%,  while Mexico’s rate hikes have also 
supported its peso, which is also among those currencies stronger since the start of 2021. 

•   Others include the Hungarian forint, which is leading EU rate hikes, while the Czech 
republic has also hiked its rates leading to currency strength. Higher inflation is stoking 
higher EM interest rates, and SA’s SARB governor sounds increasingly hawkish.   

•   In SA the SARB governor has indicated that the economy is seeing a stronger than 
expected recovery, and that higher inflation could see higher interest rates, the recent 
third wave in COVID infections, and resultant tighter lockdown measures will risk slowing 
growth.  

•   Currently, the adjusted level 4 SA has moved to has been mainly focussed on limiting or 
eliminating gatherings of individuals, with the government requiring individuals to work 
from home, the closure of schools and limited numbers (to 50 with no night vigils) at 
funerals. 

•   Interprovincial travel is limited, and alcohol sales banned, which will negatively impact the 
hospitality, tourism and restaurant sector, with many businesses not recovered from last 
year’s lockdown. However, the third wave in Gauteng needs to be brought under control. 

•  With the highly contagious delta variant seeing infections higher than in the first two 
waves, government is scrabbling to try and prevent other provinces see their cases run 
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out of control as Gauteng has, with the ill now being sent to other provinces as hospital 
capacity runs out 

•   The poor showing of SA’s vaccination drive, covering a very low 4.5% of the population, 
is also being held up by little to no vaccinations over the weekend as government has 
insufficient funds to do so, and has been uncovering theft of state funds, even in the health 
sector. 

•   While we still expect no interest rate hikes in South Africa this year, the SARB has started 
talking of normalising monetary policy, which combined with the negative impact of the 
third wave and higher restrictions, will be harmful to the economic recovery. 

    

  Please scroll down to the second section below 
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•   While the rand is expected to gain from higher interest rates, it is more than strong enough 
already not to provide any inflationary pressures, while the higher inflation trajectory SA 
has seen has been due to statistical base effects and international commodity price 
pressures. 

•   The rand is close to averaging R14.00/USD for this quarter, and is currently at R 
14.25/USD, R17.01/EUR and R19.82/GBP, almost a rand weaker than R13.40/USD, 
R16.31/EUR and R18.97/GBP earlier in the month, as the run in strength is likely over for 
the rand currently.   

•   South Africa has failed in preventing the third wave by gaining insufficient traction on 
vaccinations, and should increasingly allow the private sector to administer, obtain 
vaccines and accelerate delivery in order to prevent a likely fourth wave down the line.  
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• The tardiness which permeates government delivery, from the vaccination drive, failure to 
have sufficient public health care facilities opened and staffed such as the Charlotte 
Maxeke hospital and Nasrec, to looting of public funds and insufficient skills, has aided 
the third wave. 

•   South Africa’s economy will consequently suffer on tighter restrictions, as will livelihoods, 
while lives are increasingly being lost as the pandemic’s reach into South Africa firms its 
hold, with little change in the will of government to massively boost private sector 
participation. 

•   The past decade has seen policies on nationalisation proliferate, while the size of the state 
has rapidly expanded, along with its command and control of the economy, with 
regulations that are anti-free market proliferating, and so economic growth has weakened 
materially.    

•   Instead of free market policies supportive of growth, the opposite has occurred, with the 
proliferation of substantial red tape, slow bureaucracy and government legislation 
restricting the freedom of doing business in SA, while pro-growth reforms generally remain 
impeded. 

•  Increased nationalisation of health care via the state vaccine drive has not been 
successful in keeping pace with the other G20 economies, while problems in public health 
delivery escalated. Further nationalisation of health care is unlikely to deliver better 
results. 

•   This also continues to subdue investor confidence in SA, particularly domestically and in 
Gauteng as the latest business confidence reading show. There is likely little to drive a 
strengthening rand trend from here and we continue to expect further weakness instead.  
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