
 

 

  

  

Rand note: weak and volatile on choppy market sentiment, lacking a 
sufficient buffer 
  

Monday 20 February 2023 

  

  

  

  



  

  



  

  

•    Global financial market sentiment has become more risk averse, as market 

expectations of further US rate hikes have risen over this year on building concerns 

of a slower descent in key (core) inflation measures than initially hoped for.  

•  The implied Fed funds futures rate shows another 25bp hike expected in US interest 

rates next month at the 22nd March FOMC meeting, and a further 25bp by June but 

potentially occurring as early as the 3rd May FOMC meeting. 

•  Markets had priced in only one more 25bp hike by the end of Q2.23 previously 

(market expectations just after the February FOMC meeting), leading to a reduction 

in risk sentiment, although this has now largely been reversed as risk aversion rises. 

•  Markets now worry that FOMC minutes (released Wednesday evening) for the 1st

February meeting will see a steepening in the FOMC members rate hike 

expectations (dot plot chart), and a higher end (terminal) rate.  

•  Hopes of a pause in US rate hikes in March have eroded, as the US labour market 

remains strong, the US unemployment rate ticked lower in January (to its lowest rate 

in over 50 years) and non-farm payrolls came out nearly triple what was expected. 



•  In addition, US core inflation fell by less than was anticipated in last week’s 

publication of the January figures, while headline CPI inflation in the US disappointed 

as well (and by a larger margin), causing market concerns to rise. 

•  Fed Chair, Jerome Powell, has communicated that if the US economy does not see 

a marked slowdown, expected to be reflected in the labour market, then the US 

could speed up the pace of its rate hikes, as well as extend them.  

•  Better than anticipated data on the health of the US economy, and building market 

concerns over a more hawkish Fed approach has added volatility to the rand, which 

has lost ground too as the interest rate differential between the US and SA eroded. 

•  SA has only hiked by 375bp to date, and the FOMC by 450bp, with the rand 

weakening materially as a consequence as the return on risk diminished 

comparatively, eroding the protective buffer for the domestic currency.  
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•    South Africa has implemented stage 6 loadshedding “continuously until further 

notice” as eight generation units broke down on Sunday afternoon, and warns of the 

risk of higher levels of loadshedding – with 6GW taken off the grid until further notice.

•  Additionally, Eskom said in its statement,  breakdowns amount to a huge 21 243MW, 

while 3 566MW have been taken off the grid for planned maintenance and repair to 

take place. This adds towards negative market sentiment towards SA.   

•  The rand reached R18.14/USD today, R18.34/USD on Friday, as the domestic 

currency weakened against the  crosses, and R21.82/GBP (R21.84/GBP) as the 

rand heads towards R22.00/GBP . 

•  Against the euro the rand has weakened further as well this year, to R19.38/EUR 

today, R19.47/EUR on Friday, with the rand at risk of further weakness as global 

risk sentiment deteriorates, as does SA’s economic growth outlook. 



•  We forecast economic growth this year of 0.7% y/y on an average of stage 4 

loadshedding along with better than expected global economic growth, without the 

latter SA’s economic growth rate could come out closer to 0.5% y/y this year.  

•  The Reserve Bank forecasts growth of 0.3% y/y for this year, but the Bloomberg 

consensus (published last week) sees 1.1% y/y, down slightly from 1.2% y/y in 

January, with the impact of continuous loadshedding not fully factored in.   

•  The Reuters consensus (also published last week) shows a forecast of 1.0% y/y for 

this year, likely also still too high, but pulled higher by a couple of outlier forecasts, 

without which the average would be closer to 0.9% y/y. 

•  Foreigners have sold -R19.5bn worth of South African bonds (net of purchases –

Bloomberg, JSE data) since the announcement of permanent load shedding on 22nd

January, driving the rand weaker, with net sales of SA equities too. 

•  Markets are awaiting the Budget speech in Parliament this week, with any revision 

to National’s Treasury’s  fiscal ratio projections likely to be to the downside as growth 

expectations weaken, which would be credit negative. 
 

  



  

  



 

  

  

  
 

  

  
 

 

 
 


