
 

 

 

  

  

Rand note: treads water in quiet period, with US inflation data 

upcoming this week 
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•    The rand is treading water, nearer R17.00/USD today versus Friday’s R17.49/USD, 

as market risk aversion pulls back somewhat from the end of last week’s US labour 

market figures, in a typically quiet period at the start of the year.  

•  The rand modest strength today comes after Friday’s R17.49/USD, when the US 

dollar strengthened on data showing good labour market conditions, and causing 

some expectations of US rate hikes potentially falling away more quickly, to abate. 

•  However, the rand is still weaker today, at R17.02/USD, than the middle of last 

week  when it reached R16.78/USD. Last week also saw the release of the US PMI 

readings, and, with readings below 50, indicative of weakening economic activity.  



 

 

•  The US manufacturing PMI showed activity falling over Q4.22, now at lows last 

experienced in 2020, and evidence of the effects of the US interest rate hike cycle, 

along with the weak services PMI, and overall composite PMI, readings. 

•  Additionally, the US’s ISM manufacturing reading in negative territory saw new 

orders, production and supplier deliveries reflecting contracting activity, with the 

FOMC showing some concern over the US economy at its last meeting. 

•  A number of  US data readings came out weaker than expected last month, adding 

to hopes that the US would stick to a slowing rate hike trajectory, which would 

weaken the dollar, although volatility is likely in the data, and so for the rand. 

•  China’s reopening  has room to lift sentiment however, which may result in a better 

than expected GDP outcome for the country in Q1.23, although markets retain some 

skepticism, with substantial COVID-19 outbreaks and state reactions seen as risks. 

•  Europe has coped better with winter heating and other fuel demand than feared so 

far, which has added to some improved sentiment, while a particularly warm January 

is now underway, easing the gas crisis.  

•  Holding back the rand domestically, little improvement is expected this year in terms 

of state infrastructure, particularly on the rail, port, electricity and water supply front, 

all of which are severely impeding economic growth and so job creation. 
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•    A ruling in the courts is expected on Karpower in early 2023 (end March) on 

environmental approval to bring Karpowerships into SA’s ports, with the gas fuelled 

energy production able to provide a life line for the economy.  

•  The Minister of the Department of Forestry, Fishing and the Environment, Barbara 

Creecy, is reported to have said last year the application for Karpowerships to 

operate in SA contained “material and fatal” omissions. 

•  But that it could “remit the matter … so that the various gaps in information and 

procedural defects in relation to the public participation process that led to the 

rejection of the environmental authorisation application may be addressed.” 



 

 

•  The Department is expected to respond by the end of Q1.23 as Karpower refiles its 

application this quarter, with a number of additional, studies required, including a 

reported acoustic study, with the process not expected to be quick.  

•  South Africa’s weak economic environment, with insufficient economic growth and 

job demand in the face of very high unemployment, is further damaged by the 

inability of the state monopolies, Eskom and Transnet, to meet demand for their 

services.  

•  The ANC 8th January policy statement released yesterday after its conference 

highlighted the need to repair infrastructure, improve SOE’s, reindustrialise and 

improve education, among other objectives. 

•  However, the policy statement was met with little market reaction as implementation 

is expected to continue to lag on growth enhancing reforms (such rail, ports 

electricity, water etc.), and be insufficient. 

•  On the positive front, evidence is beginning to emerge that inflation is falling faster 

than anticipated, with the Eurozone seeing a drop to 9.2% y/y from the prior month’s 

10.1% y/y for its CPI inflation, and this week US CPI inflation is out on Thursday. 

•  A drop to 6.5% y/y from 7.1% y/y is expected, down from 9.1% y/y in June last year, 

as energy costs (and commodities prices in general) waned, although US services 

price pressure are still rising. A higher outcome would weaken the rand further. 
 

  



 

 

 

  



 

 

 

  

 

  

 

  



 

 

 

 

  
 

  

  

 

  

  

Regards 

  

Annabel Bishop 

annabel.bishop@investec.co.za  

Tel: +27 (11) 286 7188 

https://www.investec.com/en_za/focus/economy.html  
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