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

economy, with no state solution to end the damaging effect on the economy in the 

near term, as we have been increasingly noting over the course of this month. 

•  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 (see rand note of 23rd January 2023).  

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

transport services has further dented investor and business confidence, threatening 

export-led growth, and afflicting the rand (see rand note of 16th January 2023). 

•  The rand reached R17.29/USD, R18.80/EUR and R21.37/GBP on Friday, trading 

weaker this morning against the key crosses, as investor sentiment against SA has 

dipped, and the interest rate differential with the US has not narrowed significantly.   



•  SA’s growing electricity crisis implies a substantially weaker 2023 outcome for the 

economy as we have increasingly noted this year so far, well below the 1.1% y/y 

growth rate we had forecast end December/start January (likely closer to 0.6% y/y).  

•  Already industrial production contracted in the first two months of Q4.22, down by -

1.4% versus the same period in Q3.22 (seasonally adjusted) for South Africa, on the 

country’s deepening supply side energy shortages.  

•  Additionally, Eskom faces high and rising costs from its usage of diesel to fuel open-

cycle gas turbines, and desperately needs cash injections (and a wholesalers 

license) to purchase diesel, absent which the stages of load shedding have risen. 

•  The looming threat of stage 8 load shedding, and outages including stage 6 so far, 

have eroded confidence in the domestic economic outlook, with no government 

solution in sight in the near-term, pushing the rand weaker (rand note 16th January 

2023). 

•  Little improvement is expected this year in terms of state infrastructure, particularly 

on the rail, port, electricity and water supply front, which will impede economic 

growth and so job creation, keeping the rand weak (rand note 9th January 2023). 
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•    On the positive front, evidence is emerging that inflation is falling faster than 

anticipated, and 2023 is expected to see supply chains strengthen, and associated 

cost increases slow aiding down inflation globally. 

•  A better than expected global economic performance this year, with the avoidance 

of overheating, will prove positive for financial market sentiment internationally, 

which is already in the process of recovering. 

•  Indeed, 2023 started in a sweet spot, with economic outlooks improving for key 

advanced economies (which previously were expected to drive a severe recession), 

while the improved outlooks are not to the extent of being inflationary. 



•  However, this is not the case for SA’s domestic economy, with the announcement 

of permanent load shedding this year in the second half of January, along with 

political risk this year and next has seen a downgrade in SA’s growth outlook.   

•  The global economy is improving in contrast, with the US seeing better than 

expected growth in Q4.22, lifting 2.9% qqsaa (quarter on quarter, seasonally 

adjusted, annualised) – without annualisation it came out at 0.7% qqsa. 

•  However for SA, economic activity likely stalled in Q4.22, with the risk of contraction 

as shown by the recent industrial production figures ( for the first two months of 

Q4.22) as the SA economy continues to underperform (Industrial production note, 

17th January 2023). 

•  The US in comparison has had a markedly steeper interest rate hike cycle to date 

(with a 4.25% lift and likely another 25bp next week) than SA’s (3.75%). A key 

reason for rand weakness and not a factor which is likely to change in H1.23. 

•  This will suppress the domestic currency, preventing it from gaining substantially on 

US dollar weakness and weakening it against the major crosses in Q1.23. Markets 

were disappointed by the SARB’s small hike last week, seeing the rand drop.   

•  That is, the rand weakened on the 25bp hike the SARB delivered instead of the 

expectation of 50bp, from R17.01/USD to R17.25/USD, failing to recover back to 

R17.01/USD on Friday or today. 
 

  



 

  

 

  



 

 

  

 

  

 

  
 

  

  
 

 

 
 


