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Rand note: the rand has continued to attempt to pull back as US nonfarm payrolls 
came in particularly weak, and SA sees a marked drop in new daily infections 
yesterday 
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•   The rand has strengthened to R15.93/USD so far today, but pierced below R16.00/USD 
on Friday as the domestic currency remains choppy, pulled in different directions by the 
very low US nonfarm payrolls numbers but with many still expecting a quickening in US 
QE tapering.   

•   Versus the expected 550 thousand expansion in jobs, only 210 thousand new jobs were 
recorded on the November payroll system, as uncertainty around the impact on the 
economy of a quicker taper, and so sooner rate hikes, in the US afflicted the hiring figures. 

•   The weakness represented by these jobs figures was broad-based across a number of 
sectors, with non-farm payrolls just under half a million jobs below the level before the 
pandemic. However, individuals continued to gain work, just not as quickly as anticipated.  
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•   Household employment, versus company and government above, saw 1.1million jobs 
gained and unemployment dropped to 4.2%, from 4.6%. Although household employment 
is volatile, and may slump early next year, markets were cheered by the lower 
unemployment rate.  

•   However, there are still 2.4million individuals less in employment overall versus before the 
pandemic, despite the US labour force increasing by 549 000 individuals in November, 
going some way to easing labour shortages, but with a still relatively tight market.  

•  The labour force participation rate is up, as are hourly earnings, the later higher by 0.3% 
, and this measure of wage inflation is up 4.8% y/y, signifying some upwards pressure 
from this source for November’s US CPI, with US CPI inflation at 6.2% y/y in October. 

•   The divided data does signify a recovering jobs market (and aggregate labour income is 
reported 10.4% higher y/y), with the FOMC meeting on 15th December to decide on 
whether to quicken its tapering of its asset purchase programme. 

•  The FOMC may well taper further, as both household savings and expenditure are fairly 
robust, and PCE is expected to remain healthy well into the first half of next year. Markets 
are still digesting the jobs data leading to further volatility for the ‘more risky’ risk assets.  

•  The rand remains vulnerable, as while this time of year typically sees more market calm, 
the progress the US is making in the normalisation of its monetary policy is heavily 
disrupting it, although it would have likely been worse in the typically risk-off period for the 
rand of Q2/Q3. 
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•   COVID-19 continues to run through the world on the fourth wave, as market fears around 
Omicron afflict sentiment. In particular, the timing of an inclusion of a large backlog of test 
figures in SA, along with the advent of Omicron, distorted the perceived path of the 
disease.   

•   The latest figures in South Africa show a new daily increase in COVID-19 cases, of 11 
125 yesterday, down from 16 366 the day before. While this is about a third lower, although 
the figures can prove a bit volatile. 
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•   However, if a downward trend does develop in South Africa, it would be positive for global 
financial market sentiment, as markets fear that Omicron is extremely contagious and 
worry it may have very severe symptoms as well, given insufficient conclusive evidence 
yet. 

• However, the sudden inclusion of over 17 thousand amalgamated new positive cases of 
COVID-19, that were not correctly captured from various days/ weeks before near the 
start of SA’s fourth wave, inaccurately skewed the figures market sentiment towards the 
variant. 

•   The rand has weakened on the rapid travel bans slapped on SA, even though the variant 
has been found in many other places of the world subsequently. The travel bans however 
will severely impact tourism, and so weaken SA’s exports notably, and its foreign income. 

•   The exchange rate, of the rand versus hard currencies, typically strengthens from 
November, right up to February of the following year, from foreign tourists rand purchases, 
while GDP experiences a lift from the hospitality, retail, tourism and other industries. 

•   Metal prices have been losing their gains, now lower than a year ago on an overall basis, 
down by -3.5%,  and exerting downwards pressure on the rand. The rand is weaker by 
5.1% y/y, and is being dragged down by a number of factors. 

•  It is likely that the domestic currency will struggle to make substantial gains into year end, 
and today has only limped somewhat stronger, into the R15.90/USD to R16.00/USD 
range, with the rand substantially weaker than it was midyear, at R13.40/USD. 

•   The domestic currency is going to battle to return to this level (of around R13.50/USD), 
likely trading in the R15.00/USD to R16.00/USD over the course of the remainder of this 
year and next year, but with a strong risk of tending even weaker.  
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