
 Monday 25 April 2022 

Rand note: marked rand weakness as official global growth outlooks deteriorate, 
pushing the rand back over R15.00/USD 
 
  

 

 

 

  

 

   

   



 

   

   

 

   

   



 

 

  
      

•   Emerging markets across the board have tumbled over the past couple of weeks on a 
number of factors, including the increasingly hawkish commentary from the Federal 
Reserve Bank, with the exception of Russia’s ruble, which is receiving support from its 
government. 

•   The domestic currency is over a rand weaker, having given up trying to remain below 
R14.50/USD after the first half of the month and now instead is running closer to 
R15.50/USD as May, and the traditional seasonal higher risk averse period, approaches. 

•   The negative impact to SA’s trade balance over April from the extreme floods in KZN and 
disruptions to exports, will have had a particularly negative effect on the domestic 
currency, along with lower commodity prices. The large trade surplus has been a key rand 
support. 

•   Q2.22 is likely to continue to see the rand removed from the R14.50/USD mark, with April 
so far on average recording R14.84/USD, and likely to average close to R15.00/USD for 
the month as a whole as most commodity prices prove weaker in Q2.22 than in Q1.22.  

•   Global growth is expected to be weaker this year than was initially expected in January on 
the effects of the Russian/Ukraine conflict, severe lockdowns in China and stringent US 
monetary policy normalisation path dim economic prospects, and those for commodity 
prices.  

•  Both the World Bank, and the IMF have cut their global growth forecasts, by close to 1% 
y/y for 2022, with the World Bank warning last week that “clouds have gathered over the 
economic horizon, which will mean lower economic growth and higher poverty.”    

•   The IMF, also at the start of last week, bleakly said “(g)lobal economic prospects have 
worsened  significantly since our last World Economic  Outlook forecast in January. 
Overall risks to economic prospects have risen sharply”. 

•  Both multilaterals also expect slower global growth in 2023 than was previously forecast, 
with the IMF worrying “(t)he economic effects of the war are spreading far  and wide—like 
seismic waves that emanate from the  epicenter of an earthquake”. 



•  With a gloomy start to the post Easter week for markets the rand has weakened materially, 
although it will likely stabilise into month end once markets have digested the recent slew 
of risks. Currently, we still expect the rand to average R15.20/USD this quarter. 
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•   Building expectations of a more rapid, and larger, series of US interest rate hikes has 
spooked global financial markets, with a 50bp hike expected by the FOMC in May, and 
some market players anticipating 75bp lifts in the two meetings around midyear (not the 
expected case).    

•   The US Fed is widely expected to move in 50bp hikes at its next four meetings. South 
Africa’s Reserve Bank (SARB) is not expected to move in these increments over its next 
three MPC meetings, and this has added to the negative market sentiment against the 
rand.  

•   The rand remains at risk of a weaker interest rate hike cycle in South Africa than in the 
US, with the domestic currency seeing severe depreciation in the past when the differential 
between US and SA interest rates have been severely narrowed.   

• We continue to expect slower global growth than was forecast at the start of 2022, both 
from the rapid monetary normalisation  in the US this year and China’s increased lockdown 
restrictions, along with the negative growth impact to Europe from the Russian/Ukraine 
war. 

•   The IMF also notes “prior to the war, inflation had surged in many economies (and w)ar-
related supply shortages  will greatly amplify those (price) pressures, notably 
through  increases in the price of energy, metals, and food.” 

•   “Some emerging markets and developed economies’ central  banks, such as the US 
Federal Reserve and those in Latin America, had already come under pressure before  the 
war, bringing forward the timing of their monetary policy tightening”. 

•   “There is a rising risk that inflation expectations become de-anchored, prompting a more 
aggressive tightening response from central banks.” The World Bank also points to rising 
global inflation and interest rates as factors lowering the global growth rate this year. 

•  The rand retraced some of its losses, from R15.73/USD early this morning to R15.66/USD 
by midday, but remains very risk averse, with USD strength also a key driver of the 
weakness of currently, although the domestic currency has weakened against the crosses 
as well.   

•   The sell in May and go away phenomenon, or start of the Northern Hemisphere summer, 
typically has a negative effect on emerging market currencies and other risk assets, with 
the hawkish Fed and deteriorating global growth outlook also exacerbating this driver.  

    
 



 

   
 

 

  



 

 

  
 

   

   
 

   

  
 

  
 

 

 


