
 

  

  

Rand note: weakness against the key crosses reflects concerns over 

SA’s productive capacity  
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•    The rand reached R21.49/GBP and R18.81/EUR on Friday, weakening over the 

course of this month against the USD as well, although to a lesser extent as the 

greenback lost some ground itself. 

•  Risk aversion has subsided in global markets somewhat, as the economic outlook 

is not seen to be as dire for this year as was previously feared, which has seen safe 

haven flows into the US lessen.  

•  The IMF said last week amidst the World Economic Forum’s (WEF) Davos meetings 

that “the IMF projects 2023 to be a difficult year and for growth to fall further, we 

don't expect a global recession.”  

•  Adding “resilient labor markets and consumer spending, the post-Covid reopening 

of China and signs of inflation trending downwards” are creating a more optimistic 

outlook, although risks persist. 



•  Specifically IMF Managing Director Kristalina Georgieva told a panel of the WEF 

“that what had improved was the potential for China to boost growth and that the 

IMF now forecast Chinese growth of 4.4% for 2023.” 

•  However, she saw no "dramatic improvement in the current IMF 2023 global growth 

forecast of 2.7%”, while “the war in Ukraine remained a tremendous risk for 

confidence, particularly in Europe.”  

•  The US has reached its debt ceiling again, at its US$31.4trillion borrowing limit, with 

the Republican-controlled House of Representatives and President’s Democratic 

party not agreeing to raise the limit, risking a fiscal crisis in a few months.  

•  The US Treasury is using extraordinary cash management measures to delay 

default, which will give some breathing room until early June, with  Republicans 

expected to push for spending cuts from the Democratic-led Senate. 

•  The US has reached its debt ceiling many times before, with markets largely ignoring 

the event, focusing instead on the waning market expectations on US rate hikes as 

US inflation, and areas of its economy, cools.  
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•    The rand weakened on the resignation of Eskom CEO Andre Du Ruyter (for end 

March), and on the deteriorated relationship between the Department of Energy and 

Eskom’s Chief, with load shedding now seen as permanent for this year and next. 

•  The persistence of loadshedding has eroded investor confidence in the domestic 

economy, with no government solution to end the damaging effect on the productive 

capacity of the economy in the near term. 

•  NERSA has approved a 18.65% increase in electricity costs this year, and with Stats 

SA typically capturing the annual electricity price increase for CPI inflation in July, it 

translates to around a 0.7% m/m contribution. 



•  Absent a very sharp rise in fuel prices in the month, or another shock, the CPI 

inflation outcome for the month of July 2023 could actually drop to 4.3% y/y, from 

4.9% y/y in June on base effects from H1.22’s high fuel and food price increases . 

•  However, H2.23, if not Q2.23 already, risks seeing higher fuel prices on a rapid 

reopening of the Chinese economy, which would put upwards pressure on inflation. 

President Ramaphosa has in the meantime urged Eskom to delay its price hike. 

•  But the electricity utility faces high and rising costs from its usage of diesel to fuel 

open-cycle gas turbines, and desperately needs cash injections to pay for the diesel 

costs, absent which the stages of load shedding will rise. 

•  Additionally, with Transnet’s ability to meet demand for its rail and port transport 

services deteriorating, investor and business confidence has been further dented, in 

turn afflicting the rand. 

•  January typically sees seasonal strength in the rand, but this year market players 

are penalising the domestic currency, as the state fails to allay investor concerns 

over the electricity crisis, having yet to obtain additional capacity identified.  

•  Outages are expected to reduce this week as a number of units return to operation, 

while De Ruyter highlighted that Eskom’s “system operat(ions) are truly world-class”. 

However, the rand is likely to remain volatile afflicted by domestic and global risks. 
 

  



 

  

 

  



 

 

  

 

  

 

  
 

  

 

 

 

 
 


