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Rand note: rand strengthens on the more dovish tilt to US monetary policy than the 
markets expected, with tapering seen to be slower and cognisant of the severity of 
the US’s rising third wave, with the rand tracking towards R14.55/USD 
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•   A more cautious sounding approach on US monetary policy from Friday’s Jackson Hole 
Symposium transpired versus market expectations, particularly on the implications for 
asset purchases (for weaker, i.e. more dovish, tapering) and this assisted the rand. 

•   A number of the most recent US data readings have proved significantly weaker than 
expected, notably retail sales, business confidence reading from the Philadelphia Fed, 
Empire state and ISM manufacturing conditions readings and nonfarm productivity. 

•   With the US third wave not yet having peaked, and new US COVID-19 deaths are over 
triple since its start, and accelerating, the Jackson Hole Symposium did show concern on 
the rapid rise in COVID-19 underway and related recent softening in some areas of the 
economy. 

•   Indeed, the rapid acceleration of infections has worried many, with just over half the US 
fully vaccinated and worries abound on the effect of tightening restrictions up again given 
the strong anti-lockdown sentiment in some quarters which may risk riots. 

•   This affected August’s U Michigan sentiment reading on consumer attitudes and 
expectations towards personal finances, general business conditions and market 
conditions or prices, yielding a reading that was the lowest since 2011, at 70.2 versus 81.2 
the month before. 

•   As such, the reading was lower than any level during the pandemic last year and 
evidences the disappointment and frustration many now feel towards the third wave, when 
most had thought the pandemic was past.      
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•  Friday’s Jackson Hole symposium showed a more cautious sounding approach on US 
monetary policy, and implications for asset purchases, assisting the rand, which is 
amongst the top performing EM currencies since both the start of the year and Friday.      

•  Risk-on has improved reflective of some increased investor appetite for yield, and for so 
riskier asset classes, and the rand will likely track back to R14.55/USD this quarter, and 
indeed strengthen beyond that, although market sentiment will be key. 

•   While US monetary policy has indicated its tolerance of higher inflation and inflation 
expectations, markets worry over the jobs market and this week’s nonfarm payrolls 
figure’s outcome will have the potential to cause marked rand volatility.  
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•   The domestic currency will remain volatile, particularly in the August/September period, 
which is traditionally a risk-off period. The rand is likely to remain volatile both for the rest 
of this year (and in the future), with US labour stats this year key for market sentiment.  

•   The Northern Hemisphere winter typically results in risk-off behaviour as the majority of 
market players take the summer vacation month off, or at least a significant part of it, while 
September typically sees churn (volatility) as market players return.  

•   The rand saw some consolidation closer to midday today, likely as key levels were 
reached and orders to sell were triggered, but the rand has then seen some further 
strength this afternoon, and this could persist, as market players adjust to the switch in 
direction to strength. 

• US data is likely to be mixed, but markets are expected to continue to focus heavily on the 
labour market data, as this is perceived to be the key area where a reduction in the 
FOMC’s dovish tone could come from, although we see other indicators of economic 
activity key too. 

•   Consequently, US consumer and business sentiment is going to provide meaningful 
information on the strength of future economic activity,  with the FOMC likely to maintain 
a holistic eye on data for the overall performance of the economy. 

•   A recovery to full employment is the objective, but the Fed has many times indicated that 
it is wider than simply the unemployment rate. The rand also remains vulnerable to risk-
off, particularly a worsening US third wave which would significantly impact US GDP 
growth.   

•   For South Africa, the revision to its GDP statistics, with the economy now 11% larger than 
in June (periodic GDP revisions are normal for economies around the world) sees last 
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year’s debt to GDP ratio around 71% instead of 80%, and a lower trajectory as a ratio of 
GDP. 

•  This has doubtless benefitted the rand as well, although actual planned debt levels have 
not moderated, and as such this has not seen a stabilisation of debt which is what the 
rating agencies are after. SA’s CDS spread has narrowed by 7bps however since the GDP 
revision. 

•   The long-term trend of the rand is one of weakness in SA, although the SARB continues 
to communicate that it plans to lower the inflation target, which would support the currency. 
Interest rate hikes are likely from next year as more EMs hike, although not as soon as 
the MPC previously indicated (see scenario table). 
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