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Rand note: market volatility persist on US data focus, risks of high inflation and 
interest rates   
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   The US dollar continues to run close to parity against the euro, with the rand’s exchange 
rate  versus the dollar and the euro very similar. Indeed, the rand is unusually slightly 
stronger against the USD than EUR, on the lengthy risk-off environment in global financial 
markets. 

•   Today the domestic currency is back above R17.00 to the USD (and the EUR), reaching 
R17.42/USD (and R17.23/EUR) from R16.86/USD (R16.85/EUR) a week ago, with risk 
aversion exacerbated in global financial markets by Friday’s US jobs data prints. 

•   Financial markets reacted negatively to the ongoing strength in US labour markets, with 
the addition of new workers to the payroll (non-farm) system seeing a higher than 
expected jump, to 308 000 in August (298 000 expected), but still very low 
unemployment.   

•   At around 3.5%, the US unemployemt rate was at a five decade low just before the 
pandemic in February 2020, returning to this level in July, and only showing a modest 
uptick to 3.7% in the figure released for August on Friday.  

•   The Fed will still be concerned overall on the tightness of the US labour market, although 
hourly earnings subsided slightly to 0.3%, from 0.5%, while the actual pace of hiring also 
slowed, as non-farm payrolls rose by 528 000 in July (versus August’s 315 000).  



•  While the jobs data was slightly mixed overall, markets have now settled lower in terms of 
factoring in expectations on the next hike in the US’s Fed funds rate  - the decision 
between 50bp or 75bp at the upcoming FOMC meeting this month on the 21st. 

•  That is, a 64bp as opposed to 67bp hike in the fed funds rate is now factored in by the 
implied Fed funds futures, still closer to 75bp than 50bp however, and so adding to the 
risk-off environment and safe haven flows. 

•  While the Fed has taken an optimistic tone on economic activity, and retained  a hardline 
in communications against inflation, the markets are still worried about future economic 
activity, particularly a sharp slowdown in production, and so a contraction in the economy.  

•  The rand is likely to remain volatile and tend towards weakness in the remainder of the 
quarter, but markets also traditionally see greater risk taking into, and during Q4, and risk 
appetite could pick up somewhat towards year end if market fears prove overdone on 
GDP.  
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•   The current environment is unique in recent times as it is provides forewarning of a marked 
global economic slowdown, to the potential point of, or actual, recession, as opposed to 
the pandemic and 2008/09 financial crisis, which were sudden and not possible to prepare 
for. 

•   That is, a substantial amount of risk is being factored into the rand, both from the evolving 
economic global data readings, which indicate a worse, not better, economic outlook, and 
the relentless focus on higher interest rates to combat inflation by Central Banks. 

•   Markets worry that the global inflation environment may get worse from this point, not 
better, given the persistence of the Russian/Ukraine war, retaliatory sanctions and Russia 



cutting gas supplies (including Nord Stream 1 today), as the Northern Hemisphere winter 
draws in.  

• The pressure to reduce fossil fuel usage with the implementation of higher taxes adds to 
inflationary concerns. If these taxes are not implemented, or other effective measures 
used then the hot house world of current policies/ business-as-usual will likely eventuate.  

•   Climate change is also having damaging effects by changing the seasons, with the World 
Economic Forum highlighting summers are getting longer, and so winters shorter, with 78 
days of summer in 1952 versus 95 in 2011 (source IPCC’s RCP 8.5 scenario). 

•   “(U)nder the current business-as-usual scenario from the IPCC (RCP 8.5) - which 
forecasts that emissions will continue to rise throughout the 21st century - summer could 
even last for six months (166 days) by 2100”. (Statistica, Cruel Summer, Claire Jenik). 

•   “(A)nd while longer summers might sound pleasant …, even small seasonal shifts can 
throw off the … ecosystem, … negatively effecting crop production or increasing the 
occurrence of … diseases … the length of heat waves and wildfires and … air pollution.“ 

•  Climate change for 2050 requires action this year and in the next few years particularity, 
to reach zero emissions by 2050 and global warming of only 1.5°C, with only a small 
amount of leeway for the below 2°C scenario, both of which are currently on course to be 
missed.   

• So far 1.2?°C of global warming has already occurred since pre-industrial times. Cutting 
back emissions of greenhouse gases is urgent with destructive evidence of climate 
change already evident. The transition will see higher inflation, but likely lower cost 
pressures thereafter. 

    
 



 

   
 



 
 

  

 

 

  
 

   

   
 

   

  
 

 


