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Rand note: after factoring in high chance of recession, sentiment is now adopting a 
wait and see attitude  
 
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 



  
      

•   October continues to average R18.09/USD to date, with the domestic currency running 
around the end point reached in September. April to September saw a run on the rand, 
from R14.50/USD to R18.21/USD (September low), before it pulled back somewhat.   

•   October has been a volatile month for the domestic currency against the USD, vacillating 
between R17.31/USD and R18.59/USD, then gaining after the MTBPS  on 26th October, 
to R17.81/USD, but then weaker today at R18.40/USD.    

•   The US dollar lost ground last week, is strengthening today, adding to rand weakness. 
Last week the US saw lower than expected core PCE inflation (the key measure for the 
FOMC), and a higher than expected GDP figure, while the U Michigan sentiment reading 
held up.  

•   This week, the FOMC (Federal Open Market Committee) meeting comes before US 
payroll figures  and markets have seen some weakness ahead of the high risk events, 
causing safe haven flows to pick-up and so strengthening the US dollar. 

•   A 75bp hike continues to be the consensus for this week’s 2nd November FOMC meeting, 
although for the 14th December FOMC meeting the possibility of a 50bp hike, instead of 
75bp hike, in the Fed funds rate has been building this month.  

•  That is, expectations have increased over the course of this month for a 50bp, instead of 
a 75bp, hike in December and that this slowdown in the pace of the US interest rate cycle 
hike will continue, with a 25bp lift in January reaching the terminal rate.   

•  The ECB last week delivered a large 75bp hike in its refi rate, temporarily adding to some 
USD weakness, but today the greenback has run ahead, typically weakening EM 
currencies at the crosses, and the volatility is likely to persist into end-2022 and H1.23.  

•  The EU is expected to hike again in six weeks’ time, by 75bp, with the US hiking into year-
end as well. Central Banks remain focused on inflation, and domestically SA is expected 
to see a 100bp hike in November (24th), while fuel prices are set to rise this week.   

•  Risk sentiment remains highly data dependent, with near-term fluctuations likely to 
continue, reflecting high levels of uncertainty which has caused investors to factor in a 
high chance of global and US recession, while Emerging Markets are expected to fare 
better next year.   
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•   Inflation globally and domestically is expected to fall over Q4.22 and 2023, lessening the 
upwards pressure on interest rates. Central bankers are yet to evince meaningful concern 
about the recessionary effects of rapid interest rate hikes however. 

•   The US data last week also showed that the consumer had remained resilient in the face 
of  the upwards interest rate hike cycle, with real purchases of goods and services rising 
by more than expected, at 0.3% versus in August, which was up only 0.1% against July. 

•   The US core PCE deflator remained unchanged at 0.5% m/m but rose by 5.1% y/y in 
September, from 4.9% y/y in August,  indicative of broad based, and broadening, price 
pressures, bolstering the expectation of the 75bp hike in the fed funds target rate this 
week. 

• The PCE deflator (or personal consumption expenditures price index) excludes food and 
energy. US house prices and home sales continue to fall, while the Conference Board 
Consumer Confidence reading moderated, although the jobs market remained elevated.  

•   The October US Conference Board consumer confidence expectations, a monthly survey 
of consumer attitudes in the US, shows a drop to recessionary levels for expected 
business (short-term outlook for income, business, and labor market condition) conditions. 

•   “Consumer confidence retreated in October, after advancing in August and September”. 
“The Present Situation Index fell sharply, suggesting economic growth slowed to start Q4. 
Consumers’ expectations regarding the short-term outlook remained dismal” the survey 
said. 

•   “The Expectations Index is still lingering below a reading of 80—a level associated with 
recession—suggesting recession risks appear to be rising”, “concerns about inflation—
which had been receding since July—picked up again, with both gas and food prices 
serving as main drivers. 

•  “Vacation intentions cooled; however, intentions to purchase homes, automobiles, and 
big-ticket appliances all rose. Looking ahead, inflationary pressures will continue to pose 
strong headwinds to consumer confidence and spending, which could result in a 
challenging holiday season for retailers.” 

• “And, given inventories are already in place, if demand falls short, it may result in steep 
discounting which would reduce retailers’ profit margins.” 

    
 

 

   



 

 
 

  

 

 

  
 

   

  



 

   

  
    

 


