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Rand note: risk assets remain data dependent, including EM currencies  
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   After strengthening to R16.16/USD by Friday, the rand has weakened somewhat, to 
R16.40/USD today, remaining influenced by international data releases, with weakness 
from China’s economy apparent in July on the effect of its zero COVID policy restrictions. 

•   With China the world’s second largest economy, a skew towards weaker growth outcomes 
as inflation has been slow to subside globally, if at all in some areas, has seen market risk 
aversion lift at the start of this week. High data sensitivity is likely to persist this year. 

•   The rand is at a weak level above R16.00/USD, and is likely to strengthen below 
R16.00/USD by the end of this year. It currently averages R16.75/USD for the first half of 
Q3.22, but likely to drop down towards R16.00/USD, if not stronger by the end of this 
quarter. 

•   The second and third quarters of the year tend to be risk averse quarters for global 
financial markets, while September/October usually sees increased risk taking, which 
benefits the rand and other EM currencies, as well as EM portfolio assets, and other risk 
assets. 

•   That is, the rand tends to strengthen in the fourth quarter of the year as key market players 
reposition for higher risk/reward, while the middle two quarters are usually weak quarters 
for the rand on thin market trading which exacerbates sensitivity to risk.  



•  The volatility of the rand is still lower than a number of other EM countries, running closer 
to the middle of the Bloomberg basket than at the high end as it did in Q1.22, and generally 
EM currency volatility is higher than they were in Q1.22, reflecting elevated risk. 

•  The risk is tilted towards slower economic growth this year, particularly in Q4.22 and 
H1.23, and this could see the rand not make as markedly  substantial gains as it usually 
does in the first and last quarters of the year on seasonal influences. 

•  There is increased global synchronisation on interest rate hikes (and acceleration in these 
hikes), which is adding to risk-on in financial market sentiment on global growth concerns, 
and so the current heightened risk sensitive environment.  

•  Uncertainty heightens risk aversion, which has added to the momentum in the rand’s 
depreciation from R14.53/USD at the start of Q2.22, to a weak point of R17.26/USD a few 
weeks ago. The rand is expected to see strength into, and over Q4.22, but risks remain.  
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•   The focus in advanced economies, and in most emerging markets remains price stability, 
with inflation risks still seen to the upside, and the IMF warns “central banks must continue 
normalizing to prevent inflationary pressures from becoming entrenched”. 

•   A rapid normalisation of monetary policy, i.e. hiking interest rates to neutral levels which 
are levels that do not stimulate economic activity, nor impede it, is seen as the best case 
for economic growth in the US, with interest rates expected higher there in order to slow 
activity. 

•   Currently 2023 is expected to see US interest rates exceed the neutral mark in the US dot 
plot graph, while markets are divided over whether a 50bp or 75bp hike will occur at the 
September FOMC meeting, which is adding to market uncertainty. 



• "The IMF adds that for Central Banks there is a “need to act resolutely to bring inflation 
back to their target, avoiding a de-anchoring of inflation expectations that would damage 
credibility built over the past decades.” 

•   “Monetary policy can’t resolve remaining pandemic-related bottlenecks in global supply 
chains and disruptions in commodities markets due to the war in Ukraine. It can however 
slow overall demand to address demand-related inflationary pressures, so a tightening of 
financial conditions is the goal.” 

•   "The IMF also highlights that “(t)he outlook for the world economy has darkened and risks 
of recession are rising.” “Inflation is higher than expected and has broadened beyond food 
and energy prices.” 

•   “There is a substantial risk that high inflation becomes entrenched, and inflation 
expectations de-anchor. “In that event, central banks will have to be more resolute and 
tighten more aggressively to cool the economy, and unemployment will likely have to rise 
significantly.” 

•  “Amid signs of already poor liquidity, faster policy rate tightening may result in a further 
sharp decline in risk asset prices—affecting equities, credit, and emerging market 
assets. Yet restoring price stability is of paramount importance“. 

• Higher interest rates are seen as the most likely outcome for the remainder of 2022, which 
will have a negative effect on economic growth expectations and on economic growth 
itself, causing market sensitivity to risk to persist, and so place a drag on the rand. 

    
 



 

   
 

 

  



 

 

  
 

   

   
 

   

  
 

  
 

 

 


