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Rand note: the volatile rand pulls stronger as risk sentiment in financial markets 
fluctuates  
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   US CPI inflation is due for release, with markets’ expecting a second month of disinflation 
(falling inflation) in the print, driving some risk taking sentiment recently as the rand closed 
at R17.28/USD on Friday, and reached R17.07/USD today. 

•   The US dollar is weakening in anticipation of the US headline (CPI) inflation print dropping 
to 8.0% y/y for August, down from 8.5% y/y, and a -0.1% m/m move in CPI, although 
excluding food and energy, the reading is likely to rise to 6.1% y/y in August, from 5.9% 
y/y in July. 

•   While markets are taking a positive view of this week’s headline US inflation release, the 
Fed will, in particular, look for broadening base effects, which the CPI excluding food and 
energy is likely to show, and so the recent dollar weakness/ rand strength risks being 
temporary.  

•   With the US CPI figures released tomorrow afternoon there could be space for the rand 
to strengthen in the interim. However, overall the rand is still very weak, well removed from 
fair value and still reflective of an elevated risk aversion environment, despite some 
volatility. 

•   The rand is likely to fluctuate, weaker and stronger, for the remainder of this month and 
into Q4.22, retaining high sensitivity to any and all US inflation figures, but key for the Fed 
remains the core PCE deflator. Q4.22 may bring increased possibility of rand strength 
however.  



•  This week, markets will react directly to the US CPI figures, influencing the US dollar and 
so the rand. Currently the Fed funds futures rate shows a 73bp hike is factored in by 
markets at the FOMC meeting this month (on 21st September), essentially factoring in a 
75bp move. 

•  Market expectations for September’s US interest rate move have been fluctuating, closer 
to between 50bp and 75 earlier in the month, and a lower than expected CPI print 
tomorrow could see the market move its rate hike view back closer to 50bp if this occurs. 

•  The rand could see further strength against the greenback on such an eventuality as the 
US dollar weakens a bit further, but this short-term volatility risks being overrode by the 
PPI print coming out higher than expected later in the week, or any following inflation 
indicator. 

•  Volatility is likely to persist for the rand against the US dollar, while it has experienced 
greater stability against the GBP and EUR. However, over Q4.22 it may well see some 
more fundamental strengthening, drawing towards R16.00/USD instead of R17.00/USD.  
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•   That is, marked evidence US inflation is on a definite downwards trend would relieve a lot 
of the fundamental risk aversion that is in financial markets (versus the short-term volatility 
in reaction to key economic data readings which causes some currency swings). 

•   Indeed, the rand would likely strengthen quite quickly as the US dollar retreats, with the 
US Fed reducing the size of its rate hikes on a falling US inflation trend. Market 
expectations tend to run ahead of events, which could see a sudden rand acceleration in 
strength.  

•   Our forecast for Q4.22 may prove too strong, and the Q3.22 forecast average more in line 
with Q3.22’s outcome. However, high volatility is likely too, with the potential for marked 
rand strength over the remainder of this month and Q4.22 seasonally as well.  

• The last time the rand was below R17.00/USD was at the end of August, but September 
is often a  month of churn where Northern Hemisphere market players take on more 
investment risk, having returned from summer vacations, and are back in the markets.  

•   The highly volatile rand  could very easily track back towards R16.60/USD by the end of 
this month, but to move to R16.00/USD over Q4.22 will however require much more 
momentum, and a shift in global financial market sentiment to risk-on. 

•   While this is possible, and the rand has moved very substantially before, it will require 
more market certainty on the direction of US inflation and interest rates than currently, as 
well as a lessening in perceived risk of both US and global recession.   

•   For South Africa, frequent load shedding this year adds to risks of a weaker growth 
outlook, as does slowing global growth. The current load shedding is due to some 
unplanned outages (including Arnot, Duvha and Medupi) as well as scheduled 
maintenance (Koeberg- refueling). 

•  Other power stations are underperforming, particularly Kusile, with emissions controls 
(flue gas desulfurisation) causing unplanned outages, as the technology remains 



problematic with a single point of failure causing an entire electricity producing unit to be 
shut down.   

• Kriel power station experienced a reported a large theft of diesel by a  criminal syndicate, 
causing a severe loss of power. These factors all add a weak underpin to the rand and 
the domestic currency is not expected to return to R15.00/USD in the remainder of this 
year. 

    
 

 

   



 

 
 

  



 

 

  
 

   

   
 

   

  
 

  
 

 

 


