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Rand note: the rand gains as risks subside slightly, but it is still substantially weaker 
than in Q1.22 before the Fed started hiking rates 
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   The rand has pulled back to R17.19/USD today, after weakening to R18.03/USD last week 
Thursday on fears that the flawed Phala Phala report, which lacked concrete evidence in 
its accusations, would cause President Ramaphosa to resign, as he initially indicated. 

•   As the report was unpacked and seen to rely on unfounded information and rumors, the 
President is said to have reconsidered. A poll this weekend (by the SDR - Social Research 
Foundation) showed only about a third of voters would vote for the ANC without 
Ramaphosa. 

•   The currency has not retreated to levels before the release of the report however, as 
concerns still centre on the President’s statement itself, along with some issues raised by 
the judges on the panel, and the increased domestic political risk has weakened the rand.  

•   The rand was also constrained in its reaction to the Phala Phala report by less hawkish 
comments coming from the Fed Governor, Jerome Powell, on Wednesday night, indicating 
the likelihood of a smaller rate hike in December in the US. 

•   In addition, the rand’s continued partial recovery today was aided by China increasingly 
loosening its zero tolerance stance against COVID-19 over the past weekend, reducing 
some of the fears about a harsher global economic slowdown than originally feared.  



•  Risks still abound however, and the rand consequently remains above R17.00/USD. The 
Fed Chair continued to signal further rate hikes in 2023, highlighting that “(i)t is likely that 
restoring price stability will require holding policy at a restrictive level for some time.” 

•  Furthermore, “(i)n the labor market, demand for workers far exceeds the supply of 
available workers, and nominal wages have been growing at a pace well above what would 
be consistent with 2 percent inflation over time.”  

•  “Thus, another condition we are looking for is the restoration of balance between supply 
and demand in the labor market.” But noted, “(m)onetary policy affects the economy and 
inflation with uncertain lags, and the full effects of our rapid tightening so far are yet to be 
felt.” 

•  This does not mean US rate hikes are at an end, but instead the Fed is becoming more 
sensitive to impact of rate hikes on the economy. Markets perceive this as less chance of 
the Fed over tightening, but the rand is unlikely to return to R14.50/USD it reached in 
Q1.22. 
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•   In particular, Powell said “it makes sense to moderate the pace of our rate increases as 
we approach the level of restraint that will be sufficient to bring inflation down. The time 
for moderating the pace of rate increases may come as soon as the December meeting.”  

•   He cautioned however  “(g)iven our progress in tightening policy, the timing of that 
moderation is far less significant than the questions of how much further we will need to 
raise rates to control inflation, and the length of time it will be necessary to hold policy at 
a restrictive level.”  

•   And “(i)t is likely that restoring price stability will require holding policy at a restrictive level 
for some time. History cautions strongly against prematurely loosening policy. We will stay 
the course until the job is done.”  

• However, the risk of excessive interest rate hikes in the US has not been eradicated either, 
and this risk of monetary policy error will keep the rand elevated into yearend and early 
2023, as inflation is unlikely to subside quickly.  

•   Emerging Market economies (EMs) face the additional risk of an increase in risk aversion 
n global financial markets if the Fed’s monetary policy does prove too restrictive, which 
will add a weak underpin to the rand. 

•   The rand will also remain at risk from domestic politics. The ANC’s NEC (National 
Executive Council) is meeting today to discuss the Phala Phala report, then tomorrow the 
document goes before parliament for a vote to be taken on whether to begin impeachment 
processes. 

•   This weekend the President’s spokesman, Vincent Magwenya, was reported to say 
“President Ramaphosa is not resigning based on a flawed report, neither is he stepping 
aside", and instead would challenge the report in court.  

•  "It is in the long-term interest... of our constitutional democracy, well beyond the 
Ramaphosa presidency, that such a clearly flawed report is challenged, especially when 
it's being used as a point of reference to remove a sitting head of state". 

• A two thirds majority would be needed in parliament to vote to impeach the President. The 
Social Research Foundation poll was conducted telephonically among a randomly 
selected and representative sample of 3 200 registered voters, with a national margin of 
error of 1.7%. 

    
 



 

   

 

 

  



 

 

  

 

   

  

 

   

  
    

 


