
 

  

  

Rand note: sees less volaƟlity recently, could see further strength this quarter 
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•    The rand has been more seƩled recently, reaching R18.20/USD and averaging 
18.77/USD to date for the quarter, likely to conƟnue to aƩempt to gradually 
track down to R18.00/USD over the rest of the quarter, but can sƟll see 
volaƟlity. 

•  Markets have benefited from the US and China reaching a trade deal over the 
weekend, with reciprocal tariffs reported to fall by 115%, and a 90 day pause on 
the recent new tariffs, with room for further negoƟaƟons. 

•  President Trump highlighted the meeƟngs as a “total reset” in US China trade 
relaƟons, with other officials noƟng “a great deal of producƟvity” and that “It’s 
important to understand how quickly we were able to come to an agreement.” 

•  HighlighƟng this “reflects that perhaps the differences were not as large as 
many may have thought”, with the US dollar seeing some recovery. Financial 



markets have pulled back on US interest rate expectaƟons as growth concerns 
receded somewhat. 

•  Two US interest rate cuts are now factored in by financial markets for the US, 
down from three earlier in the month, with September expected to see this 
year’s first cut (-25bp) followed by another -25bp in December. 

•  The improvement in market expectaƟons now over global and US economic 
growth has added to the rand’s recent strength, as risk aversion has dropped 
from elevated levels in earlier weeks, although risks remain to the downside. 

•  Financial markets have nevertheless moved into risk-on as the sharp reducƟon 
in US/Chinese tariffs in parƟcular allays concerns about the potenƟal for 
recession, with worries over the US having dulled investor senƟment this year. 

•  US inflaƟon data is out this week, and with the recent moderaƟon in the key 
PCE deflator, disinflaƟon is expected to persist overall, also supporƟve of 
interest rate cuts in the US this year, and so of the rand. 

•  The rand will remain dependent on internaƟonal events, parƟcularly that of the 
US, while weak domesƟc growth, high state borrowings, insufficient 
infrastructure repair at Transnet and populism, have also kept the rand from its 
PPP of near R16.00/USD. 
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• The oil price has seen a rebound, to US$65/bbl, and commodiƟes’ prices in 
general have liŌed on the substanƟal progress made by the US and China, 
poinƟng to more demand for commodiƟes than was previously feared this year. 

•  With the rand a commodiƟes’ currency, the outcome has also benefiƩed the 
domesƟc currency, while only two interest rate cuts are expected this year in 
SA’s repo rate, this may drop to one as the US rate cut perceived trajectory has 
reduced. 

•  Metal prices in parƟcular have seen a liŌ, South Africa’s key export, while the 
gold price has moderated, as the main safe haven investment has now instead 
seen less support as worries over a collapse in global economic acƟvity have 
receded. 

•  The US economy is not out of the woods yet, and key data this week includes 
retail sales, with markets expecƟng a slowdown to 0.1% m/m in April, from 
1.4% m/m in March. A beƩer than expected outcome would also be key for 
markets.  

• Also on the list for publicaƟon in this week, the US sees various measures of 
business acƟvity, likely to paint a mixed if not downside picture, although 
senƟment readings will likely improve from mid-May on the posiƟve trade 
developments. 

•  Risks remain in the global and US economy, as trade relaƟonships can turn 
quickly, although the US administraƟon has shown it has been quick to insƟtute 



heavy tariffs, then roll them back when trade partners seek to align to the US’s 
policy agendas. 

•  In South Africa, next week’s budget has reportedly seen broad support across 
the GNU, and is expected to be passed, although some facƟons of the ANC 
conƟnue to seek the expulsion of the DA from the GNU, creaƟng lingering 
investor risk. 

•  PoliƟcal risk remains a key concern for investors, fuelled by disagreements over 
legislaƟon rapidly past at the end of the last administraƟon before the naƟonal 
elecƟons at the end of May, with populist policies depressing business 
confidence. 

• While global events have driven the rand stronger recently, the underlying risks 
to domesƟc performance remain and have been key in seeing polled support 
for the ANC crumbling as the party holds a Ɵght rein overall on policies and 
legislaƟon. 

 

  



 

  

 

  



 

 

  

 

  

 

  
 

 


