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Rand note: the currency remains volatile in Q3, pulled back towards R17.00/USD, 
with August likely another weak month 
 
  
  

 

 

 

  



 

   

   

 

   

   



 

   

   

 

 

  
      

•   The rand remains influenced by international growth concerns, with the possibility of 
recession still spooking markets, and monetary policy authorities continuing to hike 
interest rates,  tightening financial conditions in the face of high inflation. 

•   While Q2.22 Eurozone growth surprised on the upside, H2.22 is not expected to repeat 
this, and markets have been factoring in these weaker expectations, not just for the 
Eurozone, but globally, supporting safe haven flows and USD strength.    

•   Elevated levels of uncertainty create risk aversion, and risk-off in financial markets is 
elevated “(T)he magnitude of the inflation surge has been a surprise to central banks and 
markets, and there remains substantial uncertainty about the outlook for inflation” (IMF). 

•   The IMF adds “inflation risks appear strongly tilted to the upside. There is a substantial 
risk that high inflation becomes entrenched, and inflation expectations de-anchor.” 
Markets fear the persistence of a harsh interest rate hike cycle this year and into next.   

•   This has caused a notable withdrawal from risk assets over both Q2.22 and Q3.22, 
resulting in USD strength on safe haven inflows, and weakness in commodity prices and 
EM assets; and so the rand, which is both a commodity and EM currency. 



•  The volatility of the rand is lower than a number of other EM countries, running closer to 
the middle of the Bloomberg basket than at the high end, but overall volatilities are higher 
for EM currencies than they were in Q1.22, reflecting elevated risk. 

•  The IMF notes second round effects are occurring as consumer price inflation for services, 
and indeed “everything” from housing rents to personal services, are picking up from 
already elevated levels, and are unlikely to come down quickly. 

•  Warning ”(t)hese pressures may be reinforced by rapid nominal wage growth. In countries 
with strong labor markets, nominal wages could start rising rapidly, faster than what firms 
reasonably could absorb, with the associated increase in unit labor costs passed into 
prices.”  

•  The rand will remain at risk over Q3.22, with the third quarter of the year typically the 
weakest period for the rand as risk aversion levels tend to be elevated on thin trade as 
market players tend to withdraw from riskier investment to take vacataion .  
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•   September, and particularly October tends to see some rand strength, as risk aversion 
levels ease notably. However, the second half of this year, particularly Q4.22 is worrying 
markets as the slowdown in global growth is expected to be notable then. 

•   This means that the fourth quarter of this year, when traditional strength in the domestic 
currency tends to prevail, and the first quarter of 2023 could also be afflicted by negative 
market sentiment. 

•   Warnings from multilaterals have the ability to negatively affect market sentiment, 
particularly those with large economic research divisions such as the IMF and World Bank, 
both of whose concerns over global growth hit markets hard in April.   



• This negative impact on financial market sentiment persisted over Q2.22 and Q3.22, 
causing risk aversion in investing in risky assets as the prospect for return is seen to be 
weakening as the global growth outlook does. 

•   Many key private sector and regulatory institutions also support the view of a strongly 
weakening prospect for economic activity over H2.22 and H1.23, if not the whole of 2023, 
which has added to the risk-off market view. 

•   Additionally, the Russian/Ukraine war has not ceased, and the impact on energy prices is 
still noticeable, elevating them over a year ago, even though they have fallen recently on 
global growth concerns. 

•   That is, while oil and gasoline, as well as natural gas, prices have eased in Q3.22 to date 
they are markedly higher versus this time last year, which adds to inflationary pressure as 
inflation is measured year on year. 

•  High inflation is still worrying markets, and the prospects for it to remain higher for longer 
than was initially expected, which is being signalled by key private sector, regulatory and 
multilaterals research houses and departments. 

• There is consequently risk for further high volatility (EM currency volatility is elevated 
compared to Q1.22) and the risk for even further rand weakness, with the IMF warning 
last week “(m)ore forceful tightening may be needed.” 

    
 



 

   
 

 
 

  



 

 

  
 

   

   
 

   

  
 

  
 

 

 


