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•    The rand has settled just above R18.00/USD, heavily undervalued on both high risk 

aversion in global financial markets, and particularly negative investor sentiment 

against SA on its worsening growth outlook as its productive capacity deteriorates. 

•  Against the euro and pound the domestic currency is trading near R19.50/EUR and 

R22.00/GBP, also heavily undervalued, and running poorly against the 

crosses,  near the bottom of the Bloomberg EM currency ranker on an annual 

comparison. 

•  South Africa’s worsening electricity crisis came at a poor time against the backdrop 

of material risk off sentiment in global financial markets, while load shedding also 

adds to the cost environment, with SA’s inflation still high, weakening the rand.  

•  All the rating agencies have evinced concern over SA’s weakening economic growth 

outlook, with Moody’s recently having said “South Africa's longest-ever stretch of 

power cuts is credit negative”. 



•  “We expect the blackouts' effect on businesses, consumer sentiment and investment 

will weaken the country's already subdued economic growth prospects and threaten 

social and political stability.”  

•  “To manage demand amid the breakdowns, Eskom … (cuts) power … up to 10 hours 

per day in different areas of the country for the past six months. South Africa has 

long experienced some degree of load shedding, but never to the current extent.” 

•  Moody’s, one of the three key credit rating agencies globally, has highlighted that 

the effect on economic growth increases the chance of a downgrade, by terming 

load shedding credit negative for South Africa. 

•  Rating agencies are taking a wait and see approach to SA’s electricity crisis. 

Moody’s expects SA “will accelerate the delivery of new power generation licences”, 

allowing “investment in utility plants, leverage economies of scale and liberalize the 

… energy market”. 

•  Slow repair to the electricity crisis would increase SA’s downgrade risk. Moody’s 

recognises “(i)mplementation risks are significant and any real effects will take time 

to take materialize”. SA also has to make regular progress on addressing the 

shortcomings listed by FATF in its recent greylisting.  
 

  

Please scroll down to the second section below 

  

  



  

  



  

  

•    The rand weakened over last week, reaching R18.73/USD, R19.78/EUR and 

R22.20/GBP as risk sentiment elevated on the collapse of SIVB (Silicon Valley Bank 

(SVB) Financial Group) as a run on the bank saw it unable to remain in business. 

•  Today HSBC’s purchase of SVB UK (UK arm of SVB), calmed markets somewhat, 

while US Treasury Secretary, Janet Yellen, said the US banking system remains 

resilient, and Biden added the US financial system would weather the fallout. 

•  SVB is the largest US bank to have failed in over a decade. Its collapse added to 

worries that the already tighter lending environment, on the upwards interest rate 

cycle, would cause other banks to pull back on lending to start-ups and SMEs.  

•  With about US$209bn reported in assets, SVB is the second largest bank failure in 

the US, with 2008’s collapse of Washington Mutual the largest. Many of SVB’s 

clients were reported to be tech and healthcare start-ups, and venture capital funds. 

•  Rising interest rates in the US have worsened conditions for businesses, and 

markets are increasingly worrying about bank liquidity as well as exposure of 

financial institutions to the upwards rate cycle through bond holdings. 



•  Markets will also be watching the US inflation data due out tomorrow, with the core 

CPI measure expected to tip lower from 5.6% y/y in January, although the drop is 

not expected to be much for February, surveyed at 5.5% y/y. 

•  US PPI inflation figures come out on Wednesday, and the core measure (excluding 

food, energy and trade) is also expected to remain above 5.0% y/y, with Fed Chair 

Jerome Powell remaining very hawkish.  

•  Powell said last week that “there is little sign of disinflation” for services excluding 

housing, food and energy and that inflation has reversed the deceleration it showed 

late 2022, while the latest economic data has come out stronger than expected. 

•  The modest rise in US unemployment on Friday, to 3.6% y/y from 3.4% y/y, gave 

the markets, and the rand a small amount of comfort, although the drop in non-farm 

payrolls to 311k was not as large as was hoped (to 225k) from 517k. 
 

  



  

  



 

  

  

  
 

  

  
 

 
  

 

 


