
 

  

  

Rand note: rand volaƟlity persists, reflecƟng investor senƟment 
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•    AŌer rapid strength post the recent US interest rate cut, the rand has pulled back, 
trading near R17.40/USD, on an escalaƟon in the war in the Middle-East and the 
cauƟous tone sounded by the US Fed Chair on future interest rate cuts.  

•  The rand has weakened from close to R17.00/USD at the end of September, with the 
US surprise -50bp cut coming in the second half of September. R17.00/USD is a major 
resistance level and will be challenging for the rand to sustainably break through.   

•  The rand is highly volaƟle, reflecƟve of investor senƟment, with foreigners showing 
changing levels of interest in SA’s porƞolio assets week to week, while the rand has 
moved to R17.75/USD last week, before slipping below R17.30/USD.  

•  VolaƟlity is likely to persist for the domesƟc currency, as it remains influenced by US 
data releases and commentary from monetary policy officials, while the rand has seen 
an underpin of weakness from a deterioraƟon in the country’s terms of trade.  



•  South Africa’s terms of trade (see Trade Outlook note, 4th October, contact details 
below), had an undermining influence on the rand in Q3.24, but this was 
overshadowed by posiƟve investor senƟment, and foreign buying of porƞolio assets. 

•  The trade surplus has been weakening too in Q3.24 as exports moderated, with two 
months trade data available for the third quarter so far. However, the weakening in 
global manufacturing in September points to a similar weak underpin for the rand. 

•  In parƟcular, the global PMI reading (J.P.Morgan Global Manufacturing PMI) showed 
contracƟng acƟvity in each month for Q3.24, including September, which indicates 
some trade weakness for SA in the last month of the third quarter as well. 

•  This underpin of weakness, with global demand unlikely to have turned rapidly around 
in October, is likely exerƟng an underpin of weakness on the rand into October, now 
that investor risk-taking has withdrawn somewhat.  

•  Investors have become cauƟous in risk taking aŌer Fed Chair, Jerome Powell, 
cauƟoned that the Fed will not likely deliver -50bp cuts at each meeƟng, which has 
seen risk assets, including EM currencies such as the rand, pull back somewhat. 
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• AŌer dipping to US$71.7/bbl, the Brent crude oil price has risen, to US$79.6/bbl, 
which has reduced the likelihood of a substanƟal petrol price cut for SA next month, 
as worries over the impact of the Middle-East conflict on oil supply rose. 

•  In parƟcular, threats of bombing Iranian oil fields have raised concerns, with China a 
key importer of Iranian oil, and a large global oil importer, which would push up the oil 
price as demand would increase for remaining global supplies.    

•  Higher global oil prices are negaƟve for inflaƟon. The liŌ so far in Brent crude has not 
fully cancelled out a petrol price cut in November, but only a moderate cut, of around 
50c/litre is being signalled now. 



•  Key for the rand, the US CPI inflaƟon data is due in the week ahead, on Thursday, and 
the core reading is expected to remain unchanged, at 3.2% y/y. Should a lower 
outcome occur, this could provide some support for the rand.  

•  Also key this week is the release of the FOMC minutes, which markets will scruƟnise 
for indicaƟons of the pace of the US interest rate cut cycle, although recent Fed 
comments show smaller (-25bp) cuts are likely going forward. 

•  “Looking forward, if the economy evolves broadly as expected, policy will move over 
Ɵme toward a more neutral stance. But we are not on any preset course. The risks are 
two-sided, and we will conƟnue to make our decisions meeƟng by meeƟng.” 

•  “As we consider addiƟonal policy adjustments, we will carefully assess incoming data, 
the evolving outlook, and the balance of risks. Overall, the economy is in solid shape; 
we intend to use our tools to keep it there.” 

• Market concerns over a delay in US rate cuts and the effect on the economy likely saw 
the Fed deliver a -50bp cut in September to begin the cycle and alay market fears, but 
since has indicated that -50bp cuts cannot be relied on going forward. 

•  Interest rate cuts in the US will be data dependent, with inflaƟon expected lower. With 
two more interest rate cuts in the US, of -25bp each, and only one -25bp cut in SA this 
year this will strengthen the rand (widen the interest rate differenƟal). 

 

  



  

  



 

  

  

  
 

 


