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Rand note: rand pulls back from weaker levels on President Ramaphosa's speech
and the possibility that the Omicron variant may cause less severe symptoms than
the delta variant
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•

The rand strengthened to R16.07/USD today, from R16.37/USD on Friday as news of the
Omicron variant broke widely and travel bans were instituted against SA from many
advanced economies on concern over the potential high contagion of the new variant
Omicron.

•

However, Dr. Coetzee, chair of South African Medical Association and a member of the
Ministerial Advisory Committee on Vaccine, is reported to have noted very mild symptoms
so far with the new variant "which did not fit in the clinical picture" of the delta variant.

•

"The most predominant clinical complaint is severe fatigue for one or two days. With them,
the headache and the body aches and pain." The Omicron variant is currently seen as
potentially much milder than the delta variant, with patients able to be treated at home.

•

However, with Omicron (first identified in Southern Africa) declared a variant of concern
on Friday by the World Health Organisation (WHO), financial markets reacted negatively
to the news, although today the knee jerk reaction has subsided somewhat.

•

In last night’s address to the nation President Ramaphosa confirmed that “(i)f cases
continue to climb, we can expect to enter a fourth wave of infections within the next few
weeks, if not sooner.” Overall he took a sensible approach, without any increase in
lockdown levels.

•

The rand gained some cheer from the speech, with the President emphasizing that “we
already have the tools that we need to protect ourselves against it (the new Omicron
variant of COVID-19)”.

•

Furthermore, “we are still not sure exactly how it will behave going forward”, “(w)e know
enough about the variant to know what we need to do to reduce transmission and to
protect ourselves against severe disease and death.”
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•

However, the rand was already at close to R15.90/USD before the news broke widely on
Omicron, and had indeed breached R15.00/USD ahead of the FOMC meeting in early
November on QE tapering expectations.

•

The rand is still at risk however and will remain highly volatile. Non-farm payrolls data out
on Friday and a strong number will boost market expectations of quicker QE tapering,
although the global increase in COVID-19 infections, particularly in the US, will be of
FOMC concern.

Please scroll down to the second section below

SA Economics

SA Economics

SA Economics

•

However, with the next FOMC meeting statement on 15th December, the rand could
weaken over the coming weekend and into next week if the US posts robust jobs data.
The US dollar has seen marked strength, and this would be set to persist on a quicker US
QE taper.

•

While the rand typically sees substantial strength over the turn of the year, this is being
impeded this year by the first phase of the normalisation of US monetary policy, and so
the domestic currency will be vulnerable to weakness over next year as well.

•

While early indications appear to show that the omicron variant has less severe symptoms
than the delta variant, there is still uncertainty. Nevertheless, substantially more people
are vaccinated compared to the third wave driven by the delta variant.
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•

In South Africa, the President’s speech last night confirmed that “(f)orty-one percent of the
adult population have received at least one vaccine dose, and 35.6 per cent of adult South
Africans are fully vaccinated against COVID-19.”

•

“57 per cent of people 60 years old and above …, and 53 per cent of people aged between
50 and 60 are fully vaccinated. Government has set up a task team that will undertake
broad consultations on making vaccination mandatory for specific activities and locations.”

•

“We also know that the coronavirus will be with us for the long term. We must therefore
find ways of managing the pandemic while limiting disruptions to the economy and
ensuring continuity.”

•

“However, this approach will not be sustainable if we do not increase the vaccination rate,
if we do not wear masks, or if we fail to adhere to basic health precautions.” “Until
everyone is vaccinated, we should expect that more variants will emerge.”

•

“These variants may well be more transmissible, may cause more severe disease, and
may be more resistant to the current vaccines.” However, many viruses have been shown
to weaken over the years as they become entrenched globally, often proving seasonal.

•

The rand has strengthened by the largest margin since Friday out of the Bloomberg basket
of emerging market currencies, despite some US dollar recovery today as well. However,
risk aversion remains elevated and as a result EM currencies are still vulnerable.
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