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•    The rand has returned to levels of around  R19.52/USD as foreign investor sentiment 

towards SA remains very negative, with electricity outages worsening and no 

concrete progress yet in increasing power supply for this year.  

•  Markets also worry about recession in the US, the nearing fiscal cliff and 

disappointment over the weakness of China’s recovery, while SA is expected to see 

an interest rate decision this week between a 25bp or 50bp lift, when a 75bp rise is 

needed instead to strengthen the rand meaningfully. 

•  South Africa has seen the rand reach historic lows against the US dollar this year as 

global financial markets have seen sentiment turn increasingly risk averse, with the 

sell off of risk assets increasing, and SA having done little to shore up its currency.  

•  While we expect a 50bp lift, higher interest rates weaken the economy, along with 

substantial electricity and water shedding capacity and very weak rail and port 

capacity, all of which is negative for the rand and has seen the probability of the lite 

down case rise (see scenario table below). 

•  Looking forward, interest rates are expected to fall next year in South Africa, if not 

by Q4.23 already, while inflation is likely to be lower in the second half of this year 

compared to the first half, and fall over 2024.   

•  Economic growth, while likely stagnating this year, is expected to lift successively 

over the next few years at an accelerating pace as renewable energy increasingly 

replaces Eskom’s falling production, and adding to fixed investment growth. 

•  Globally, while markets continue to fret about the US debt ceiling borrowing 

limitation, and lack of action so far from the US Congress in raising it (an annual 

event which typically sees an eventual alleviating rise), this year tensions are high. 

•  Treasury Secretary, Janet Yellen, estimates that the US is likely to run out of money 

by the start of June,  with failure to reach an agreement to raise the debt ceiling well 

before then risking market turmoil, and some fear igniting recession. 



•  The rand has depreciated on US dollar strength as safe haven flows into US 

treasuries, increase in times of elevating risk aversion. The US is expected to resolve 

its debt ceiling crisis this week, as next week sees June beginning. 
 

  

Please scroll down to the second section below 

  

  

  



  

  



  

•    Also in the US, Fed Chair Powell is believed to have given his clearest signal yet of 

a June pause in interest rate hikes, stating “(h)aving come this far we can afford to 

look at the data and the evolving outlook to make careful assessments”. 

•  ”We’ve come a long way in policy tightening and the stance of policy is restrictive 

and we face uncertainty about the lagged effects of our tightening so far and about 

the extent of credit tightening from recent banking stresses”. 

•  He added “(w)hile the financial stability tools helped to calm conditions in the banking 

sector, developments there on the other hand are contributing to tighter credit 

conditions and are likely to weigh on economic growth, hiring and inflation”. 

•  The IIF (Institute of International Finance) highlighted recently that “(g)lobal debt is 

now $45trn higher than its pre-pandemic level and is expected to continue increasing 

rapidly,” at near record levels of US$305trn. 

•  The IIF (global association of the financial services industry) adds that “(i)f this trend 

continues, it will have significant implications for international debt markets, 

particularly if interest rates remain higher for longer”. 

•  Also increasing market risk concerns, China is reported to be calling in loans to a 

number of poor countries, including Pakistan, Zambia, Mongolia, Kenya and Laos, 

weakening economies as hard currency savings are eroded. 

•  Debt forgiveness is reportedly off the table, with Zambia already having defaulted, 

and both the IMF and World Bank urging debt forgiveness, but China in turn urging 

the same from these two multilaterals, viewed as representatives of the US. 



•  “We call on these institutions to actively participate in relevant actions in accordance 

with the principle of ‘joint action, fair burden’ and make greater contributions to help 

developing countries tide over the difficulties,” China is reported to have said. 

•  IMF Managing Director Kristalina Georgieva said “(m)y view is that we have to drag 

them — maybe that’s an impolite word — we need to walk together,”. “Because if 

we don’t, there will be catastrophe for many, many countries.” 
 

  

  

  

  



  



 

  
 

  

  
 

  
 

 

 
 

  
 

 


