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Rand note: the rand runs weaker as globally COVID-19 cases continue to climb, 
underpinning risk off market sentiment, while markets watch for the FOMC meeting 
on Wednesday evening to allay concerns 
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•   The rand weakened to R15.00/USD today as the negative bias continues, driven by risk 
averse global financial market sentiment on the spread of the delta variant globally, with 
both commodity and EM currencies afflicted by the risk-off mood. 

•   South Africa is already ahead of the curve with its third wave rapidly subsiding, driven also 
by the delta variant, and with cases in Gauteng (the most afflicted province) down to below 
4 000 a day, while overall the country is now at 9 718 new daily cases, from 11 215 a 
week ago.   

•   The Western Cape is seeing notable increases in COVID-19, at 2 516 new cases on a 
seven-day rolling average from 2 350 a week ago and 1 619 at the start of June. KZN has 
seen cases rise to 1 375 from 752 a week ago, but the rest of the provinces are below 
1 000 a day. 

•   Also afflicting the rand from a global perspective is the marked upwards pace in interest 
rates some EMs are following, with Russia recently hiking by 100bp as inflationary 
pressures rise. South Africa has seen CPI inflation subside, from 5.2% y/y in May, to 4.9% 
y/y in June. 

•   SA’s CPI is likely to see a further drop in July, as base effects continue to wane, although 
the large petrol price hike, of likely around 80c/litre currently building on both rand 
weakness and higher oil prices, will now cause CPI inflation to moderate by less than prior 
expectations. 
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•   While CPI inflation was expected to drop to 4.6% y/y in July, close to the 4.5% mark of the 
midpoint of the inflation target range, it may now come out closer to 4.7 to 4.8% y/y as the 
rand’s recent weakness exerts upwards pressure on July’s likely petrol prices.  

•  After staying on hold at the last MPC meeting, the SARB did ease its interest rate hike 
forecasts somewhat (by about 25bp for this year), and 9bp for next year (with 2022 
negligible at only 1bp), a largely unchanged forecast except for this year.  

•   While SA has weak growth prospects, and higher rates do not seem appropriate, its stance 
is accommodative, and the hikes will make it less accommodative, but until they occur will 
not aid the rand. The FOMC is expected to leave its rates and pace of QE unchanged this 
week. 

•   A more dovish tone from the FOMC committee however would help significantly with 
market concerns over global growth on the global rising third wave, and the Fed may 
deliver, causing the risk off sentiment in markets currently to wane somewhat after its 
meeting. 
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•   The Fed may also reduce its GDP forecast somewhat, and FOMC members reduce their 
dot plot enthusiasm for rate hikes in 2023 which previously shook-up markets, although 
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without projection materials markets will have to rely on the following press conference for 
insights. 

•   US inflation remains elevated and this would balance any undue dovishness, however the 
Fed is likely to highlight that if it believes risks are increasing significantly to the downside 
for economic growth it will not hesitate to act. 

•   In South Africa further relief is being given by extending the “Social Relief of Distress Grant 
to provide a monthly payment of R350 until the end of March 2022”, aiding also in the face 
of the impact on livelihoods following the violent riots earlier in the month. 

• Furthermore, it is to be extended to “unemployed caregivers who currently receive a Child 
Support Grant” with  “(d)etails on the reinstatement of the grant, including the process for 
application, will be announced shortly.” 

•   “In addition to the food relief being provided by the Department of Social Development, 
government is contributing R400 million to the Humanitarian Crisis Relief Fund 
established by the Solidarity Fund to assist with the immediate needs of affected 
communities.” 

•   With many taking part in the looting to gain groceries and other essential items, the 
extension of the socio-economic grant, which was brought in in the face of the impact of 
the lockdown restrictions last year on livelihoods of the poor will aid in the face of socio-
economic stress. 

•   Furthermore, the “state-owned insurance company, SASRIA, which provides cover 
against incidents of public violence, strikes, riots and unrest” will “expedite the payment of 
all valid claims, and is working together with private insurers to ensure that assessments 
are completed without delay.” 

•  "Government will ensure that SASRIA is able to honour all of its obligations and will 
provide whatever support is necessary in this regard.” Government will also dedicate 
funds to support “those businesses that were victims of the violence that were not insured”. 

•   Government will reprioritise “funding for SMMEs affected by the pandemic through a once-
off business survival funding mechanism”. However, the rand has ignored these positive 
developments, along with the easing to level 3 restrictions and instead continues to be 
impacted by global financial market sentiment, on global growth and risk prospects. 
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