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Rand note: South Africa sees some easing in level 4 restrictions as the curve in 
Gauteng tracks down as steeply as it rose so far, while SA overall shows a possible 
peaking in its third wave, but Zuma supporters vest disruption and looting on the 
economy 
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•   The rand is averaging R14.31/USD in the first couple of weeks of Q3.21, but has traded 
at R14.50/USD so far today, and at R17.18/EUR and R20.10/GBP, as political unrest on 
the incarceration of former President Jacob Zuma sees his supporters fuel unrest. 

•   The rand has weakened in response to the widescale riots, looting and destruction of 
property in certain areas in South Africa as the ex President’s supporters are reported to 
have closed off some roads, set fire to certain shops and looted electronic and other retail 
goods. 

•   While some police action has been noted, other areas have seen a dearth of 
consequences, which if left to continue unchecked will negatively impact South Africa’s 
overall economic activity, business and consumer confidence in Q3.21,and so economic 
growth. 

•   The economy is already struggling with the negative impact of tightening lockdown 
restrictions at the turn of Q2.21 into Q3.21, but the sharp political unrest SA is now 
experiencing could have an even more severe impact, and cause GDP growth forecasts 
to be downgraded. 

•   SA risks seeing economic growth of less than 4.0% y/y this year if key CBD’s, retail 
shopping malls and road transport routes remain closed, and particularly if the violence 
spreads, as RET Zuma supporters bring economic activity in a number of areas to a 
standstill.  

•   Just recently it has been reported that the army will be deployed in Gauteng and KwaZulu 
Natal as the police are doubtless stretched thin in response to the stoking of violence by 
Zuma’s key henchmen. The SANDF, it is reported, will lend assistance to the police. 

•  Supporters have appeared to expect little or no real retribution so far. The risk is that the 
collapse of law and order spreads across the entire country, shutting off the economy and 
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making it much more difficult to roll back from the initial violent outbursts (not the base 
case). 

•   Such a severe down case risks civil war, as more and more individuals join in to gain the 
spoils to be had from looting any and all retail outlets, with appliances, clothing, food, and 
other goods likely not far behind in stores so far untouched, if not checked.  

•   While these losses faced by the private sector, the volatile situation, if not rapidly brought 
under control, will impact investor sentiment soon and destroy the hard won gains in the 
Ramaphosa presidency if it approaches civil war (severe down case not the expected 
case). 
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•   On a positive note, South Africa’s new daily cases of COVID-19 are down to 16 302, from 
26 485 just over a week ago, with the seven-day rolling average now subsiding to 18 958 
from its peak of 19 956 a few days ago, with the third wave slightly higher than the second.  

•   However, unchecked looting, rioting and illegal gatherings in many areas, initially driven 
by Zuma supporters, and now those joining in on the spoils, is risking the spread of 
COVID-19, and so a near-term second peaking in the third wave, as well as increased 
fatalities. 

•   While South Africa has had a tumultuous, violent past at times, and financial markets and 
investors have become used to some political volatility and unrest at times, the Zuma 
faction will likely aim to continue the current spate for as long as possible. 
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• Key members in the Zuma/RET faction see future potential political positions for 
themselves erode with the demise of the RET and Zuma’s supporters are likely using the 
violence as an attempt to entrench their own positions and gain political power and popular 
support. 

•   Government choose to view the current situation of high political unrest in a number of 
areas as a temporary phenomenon which will run its course, particularly as a number of 
perpetrators are brought to justice, with the violence simmering down. 

•   Free, unchecked access to consumer goods at volume, the lure to gain free TV’s, clothes, 
shoes, other appliances and groceries (many do not usually access), will tempt a vast 
number to join in, fuelling lawlessness and making it more difficult to control.     

•   However, strong official, even military retaliation to the lawlessness could play into the 
hands of hardcore Zuma supporters as this RET faction seeks to ultimately overthrown 
the country and regain power, and harsh military/other reaction risks portraying 
government negatively. 

•  Indeed, the leaders of the Zuma supporters violence may well earmark the spoils the 
looters have gained in the current political unrest as rewards for all those who support 
them, with more to come, and so building up their political strength in future elections. 

•   The risk is that this spreads, making some municipalities ungovernable, causing 
Ramaphosa supporters in government to reconsider their positions, and so eroding the 
political support that has been so slow to build up. The rand is at risk until the situation 
stabilises. 
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