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Rand note: the rand strengthens as key incoming data on the global economy allays 
immediate concerns 
 
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   The rand has strengthened in June, after May’s sharp run weaker, with the domestic 
currency at R15.31/USD today, from an average of R15.89/USD over May, and a high of 
R16.37/USD. Global financial markets subsequently saw risk aversion lesson from mid-
May onwards. 

•   USD strength has subsided somewhat, but the rand has also gained against the Euro, at 
R16.41/EUR today, from an average of R16.80/EUR over May, and a high of R17.18/EUR 
in that month. The euro reached 1.08 in June against the US dollar, from its 1.06 May 
average. 

•   The rand has also gained against the other crosses too, and is now at R19.21/GBP, from 
May’s average of R19.79/GBP and high of R20.12/GBP. Markets have calmed after 
episodes of marked risk-off that were driven by fears of a very rapid US rate hike cycle.  



•   Market expectations for US rate hikes have cooled, with a 50bp hike expected on the 15th 
of this month, and another next month on the 27th for the Fed funds target rate, although 
after that markets still expect another 100bp by year end.   

•   Markets cheered recently as well on the inflation front as OPEC+ agreed to increase 
production significantly over the next two months, potentially to the point which overcomes 
the shortages in the energy market caused by the sanctions against Russia.   

•  Saudi Arabia has led the agreement, which is a move away from its controlled supply 
policy of the past few years. The eurozone has already seen producer price inflation at a 
record high in April of 37.2% y/y (March 36.8% y/y), driven by food and beverage prices.  

•   In the US, higher than consensus jobs numbers on Friday (at 390 000 versus expectations 
of 318 000) saw some recession fears recede, while the unemployment rate remained at 
3.6% (consensus) providing the outcome that gave markets some reassurance.     

•  The Bureau of Labor Statistics reported 80 000 jobs were created in the US’s hospitality 
and leisure sectors, while professional and business sectors added 75 000 and 
transportation and warehousing 47 000, while retailers shed a reported 61 000.  

•  With the jobs numbers fairly broad based, evidencing continued strength of the US 
economy, while US inflation excluding food and energy is expected to dip this week from 
6.2% y/y to 5.9% y/y for May, markets are seeing the combined outcomes as positive. 
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•   Energy costs have also been bolstered by seasonal maintenance of refineries, and 
OPEC+ noted at its recent meeting that refinery capacity is now expected to increase, 
while also highlighting the importance of a stable, balanced oil market. 

•   Markets has been worrying over the last six weeks that the FOMC could misfire in its 
monetary policy, failing either to curb inflation, or prevent recession, or both, but the latest 
data from the US is seen to provide some reassurance against this. 

•   The OPEC+ supply easing is not expected to solve either the energy or the inflation crises, 
while the production increase is being brought forward from September into July and 
August, and there is no indication of further supply increase from September.   

• However, markets have seized on the various recent small positives, providing a respite 
from the risk-off environment which has been prevailing over most of Q2.22 to date, but 
this does not mean that markets’ risk aversion will not rise again this quarter, or next. 

•   The ECB has highlighted that price pressures are becoming broad based, and warned 
that inflation is too high, with an end to its negative real interest and monetary stimulus 
(via its bond-buying) seen sooner rather than later. 

•   ECB Governor, Christine Lagarde, has said the ECB will raise interest rates in July, with 
monetary stimulus from QE ending in Q3.22, and the potential of a 50bp hike from the 
ECB next month. The ECB’s June meeting is expected to give further insights. 

•   In South Africa, PPI inflation is in double digits, and CPI inflation at the upper limit of the 
target range, at 5.9% y/y, with the rand benefitting from the lower SA rates of inflation than 
those in the US from a PPP (Purchasing Power Parity) value.   

•  The rand’s PPP value against the US dollar is closer to R10.00/USD than R15.00/USD, 
with the domestic currency today running stronger towards R15.00/USD. However, 
R15.00/USD is a key resistance level which will likely prove hard to sustainably breach.  

• The domestic currency has also gained on China’s reopening as its COVID-19 cases 
decline, further assisting in causing market fears of recession to recede, with the world’s 
second largest economy freeing up restrictions on economic activity. 

    
 



 

   
 



 
 

  

 

 

  
 

   

   
 

   

  
 

  
 

  

 

 

  



  
 

 


