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Rand note: rand runs towards forecasts for Q2.22 and Q3.22, but retains high risk of 
greater weakness  
 
  

 



 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   With the rand averaging R15.59/USD so far this quarter, and only four readings left, the 
domestic currency is likely to attain its forecast (average) rate for Q2.22, while it is now 
tracking towards R15.80/USD, its Q3.22 forecast. 

•   However, Q3.22 is still at risk of marked volatility, despite some recent strength in the 
rand. While the domestic currency reached R15.77/USD today, before being rebuffed 
back towards R15.90/USD, it has yet to sustainably breach the R15.80/USD resistance 
level. 

•   The rand has gained from its geographical distance from the Russian/Ukraine conflict, and 
from Europe in general, as well as from portfolio disinvestment from China, with China 
seen as aligned with Russia, and having increased imports of Russian energy 
commodities.  

•   China has led EM non-resident portfolio outflows since the Russian/Ukraine war, while 
overall foreigners have been net disinvestors from EM portfolio assets, as higher interest 
rates (particularly in the US) and high inflation globally has driven recession fears and risk 
aversion. 

•   By the end of May, there was some evidence that the outflows had lessened, but investor 
sentiment has been volatile, and the volatility is likely to continue for emerging markets 
this quarter and next; and increased risk of US recession will heighten this.  



•  While the US monetary policy committee has been very positive about the strength of the 
US economy, it is increasingly believed that a marked slowdown, and weakness in the 
labour market is needed to bring inflation sustainably back to the FOMC’s goal of around 
2.0%.   

•  The Fed has yet to show notable concerns on the strength of the labour market and US 
economy, but markets are a lot less sanguine, which has driven risk aversion sentiment 
and so the weakness in risk assets, particularly those of EMs’ and their currencies. 

•  Signs of an extensive slowing in the US economy are likely in H2.22, which should limit 
US interest rate hikes, while the global economy is also expected to slow, causing interest 
rate hike expectations to likely be scaled back in other key advanced economies too. 

•  While initially positive for the rand, which would likely see further weakness if the US 
continued to deliver large interest rate hikes this year and next, the domestic currency will 
also remain volatile, and at risk of particular weakness on global recession.   

    

  Please scroll down to the second section below 
 

 

  



 

 

  
 

   

  



 

   

  
 

   

  
    

•   With the Russian/Ukraine war showing no signs of drawing to a close, and instead 
sanctions intensifying further against Russia from the West, high inflation, and weaker 
global growth is still the most likely characterisation for this year. 

•   The G7 group of key economies, US, UK, Canada, France, Germany, Japan, Italy (and 
so the EU in general), have agreed to “align and expand targeted sanctions to further 
restrict Russia’s access to key industrial inputs, services and technologies”. 

•   Food supply remains a concern globally. The G7 has now agreed that Russians deemed 
responsible for war crimes against the Ukraine, and those increasing “global food 
insecurity” by “stealing and exporting Ukrainian grain” would be targeted individually with 
sanctions. 



• Nato has said it expects that Russia could pause its offensive in H2.22 to redeploy troops 
and refresh supplies and forces, but continue its onslaught into next year and beyond. The 
G7 is also discussing a cap on the oil price for Russia and sanctions on gold exports. 

•   With a lengthy war in the Ukraine of many years expected by Nato, the US will find it hard 
to collapse its inflation on the impact on food and fuel prices, and will likely either need to 
live with higher inflation or a substantially weaker jobs market which may necessitate 
recession. 

•   However, the FOMC is unlikely to wittingly drive the US into a severe recession, even a 
substantial slowdown in growth is likely to cool its appetite for severe interest rate hikes, 
although a technical recession of couple of quarters contraction may be unavoidable. 

•   Increasing the burden of sanctions on Russia increases the strain on economic activity 
globally, but the G7 are likely to continue to heavily support Russia this year and next, 
while Russia itself is now not expected to back out of its invasion of the Ukraine any time 
soon. 

•  The rand appears to have consolidated around R15.90/USD today, and could see further 
near term strength, but longer-term the domestic currency is at risk of material weakness 
as the global economy slows, if not falling into outright recession, which will exacerbate 
risk-off. 

• In SA, high inflation aids the run-down of nominal debt, if accompanied by robust nominal 
inflation led GDP, with lower fiscal debt and deficits, both actual and projected, positive 
for the domestic currency. However, well above inflation wage demands seek to eat up 
the gains. 

    
 

 

   
 



 
 

  

 

 

  
 

   

   
 

   

  
 

  
 

 

 


