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Rand note: SA is not yet expected to see a recession in the middle two quarters of 
the year, but severe loadshedding increases the risk, weakening the rand, as does 
risk-off 
 
  

 

 

 



  

 

   

   

 

   

   



 

   

   

 

 

  
      

•   After weakening to R16.50/USD by the end of last week, as severe load shedding 
persisted on the back of the Eskom workers’ strike, the rand has pulled back to 
R16.25/USD today, although also afflicted by global financial market risk sentiment. 

•   Stubbornly high inflation saw key Central Banks turn very hawkish in their 
communications, and a sharp downwards revision in global, and US, growth forests from 
mid-April caused a sharp drop in risk asset prices (including equities, and EM assets and 
currencies). 

•   Q3.22 is still at risk of marked weakness, both for the rand and for all risk assets, with 
lower liquidity levels in global financial markets as there is seasonally less trading activity 
in financial markets in the Northern Hemisphere summer months. 

•   That is, with the bulk of global wealth held in the Northern Hemisphere, and senior traders 
typically winding down risky positions in Q2.22, taking vacation in Q3.22, the very thin 
markets typically exacerbate risky events, increasing risk-off investor behaviour.  

•   The rand, and risk assets, typically see greater weakness in the middle two quarters of 
the year, and greater strength in the first and last quarters of the year, with the rand driven 
mostly by factors affecting global financial markets, with April’s weakness not unusual. 

•  While seasonal effects have an influence on the rand, so do fundamental factors. With 
obdurately high inflation in the US and EU (with Euro-area CPI inflation now at 8.6% as 
well, jumping higher from 8.1% y/y in May), interest rate expectations are rising.   



•  Increased sanctions on Russia are expected to further push up oil prices towards the 
US$200/bbl barrel, and if very severe, possibly towards US300/bbl, which is worrying 
markets, and adding to risk off sentiment, as uncertainty negatively affects risk sentiment.  

•  With the Russian/Ukraine war showing no signs of coming to an end, and continuing to 
negatively affect energy and food commodity prices, high inflation is expected over H2.22, 
and into H1.23, with high inflation also damaging consumer confidence and real spend. 

•  The US has been adamant in the need to suppress high inflation, and is currently likely to 
increase the fed funds rate to 3.00-3.25% by year end (if not 3.25/3.50), from its current 
1.50-1.75% range,  which is worrying markets, and adding to risk-off sentiment.   

    

  Please scroll down to the second section below 
 

 

  
 

 

  



 

   

  
 

   

  
 

   

  
    

•   The strike as Eskom workers seek to achieve well above inflation wage increases (of 10-
12% with CPI inflation at 6.5% y/y) is damaging the functioning of the electricity system, 



with load shedding expected to continue this week and next, and a wage settlement not 
yet reached.  

•   The current severe degree of load shedding is not expected to continue over Q3.22, but 
if it did it would collapse the South African economy into recession, after the contraction 
that is expected to have occurred in GDP in Q2.22. 

•   The Eskom strike is unprotected, and as its workers are deemed essential service 
workers, Eskom is reported to be investigating the situation, in conjunction with the police, 
given intimidation, violence and disruptions, with a view to dismissals via disciplinary 
procedures.  

• The violence has been reported to include petrol bombing management’s personal homes 
and vehicles, while intimidating phone calls  kept employees at home and reduced the 
ability for the power stations to function – reducing the amount of available electricity.  

•   Ramaphosa’s spokesperson, Vincent Magwenya, is reported to have said “(i)t is tragic 
that union leaders are engaging in an approach that ultimately will have a devastating 
impact on workers. Short-term gains are not worth losing an entire job a few months later”. 

•   “Action on intimidation is extremely important. Eskom needs the support of law-
enforcement agencies. If it is allowed to continue, it will become a norm.” “As a result of 
the unlawful strike, routine maintenance work has had to be postponed. This backlog will 
… weeks to clear.” 

•   The President’s spokesperson further said that if there are no arrests and criminal 
charges, Eskom would not be able to make verified excuses that load shedding is due to 
sabotage, purposeful negligence and intimidation of workers who would otherwise be 
working at Eskom. 

•  Electricity power stations cannot run on their own, and require a full quotient of workers to 
produce electricity optimally, as well as a high level of maintenance and repair, quality fuel 
and well run modern systems, with Eskom losing much needed revenue on the strike. 

• Eskom has been identified as highly overstaffed (World Bank) and striking workers a direct 
cause of the current stage 6 load shedding (Eskom). Fractured labour unions are seeking 
to strengthen their hands in the industrial action at Eskom which risks causing a recession. 

    
 

 

   



 

 
 

  

 

 

  
 

   

   
 

   



  
 

  
 

 

 


