
What’s happening with the South African Rand and the economy? 

This is the question every risk averse investor is asking at the moment. Well to put everything into 

perspective, the rand is a very liquid currency classified under emerging markets. What this means is 

that the rand is prone to both local and global macro-economic variables attacks which can cause an 

upswing or downswing of the exchange rate. The past few days have seen the rand plunging by 

almost 3.4% to R15.50 against the dollar as of the 4th of September 2018, and a massive five low of 

about 10% in August. 

This decline is fundamentally driven by global geo-political events in Turkey, where President 

Erdogan is worrisomely increasing control of the economy, unstoppable deteriorating relations with 

the United States of America and the monetary policy reacting in a completely unsuitable manner 

causing the central bank governor to resign. This has wiped Turkish Lira’s value by almost 40%. 

Furthermore, fears that Argentine would not be able to honour its debt payments, where the peso 

plummeted by close to 50% this year, sparked a plunge in currencies of multiple emerging 

economies including South Africa’s rand. Lastly renewed intensification of US-China trade tensions 

have also sparked fears of global contagion thus causing profound rand weakening and the JSE 

retreating by 800 points to 57 102 as of the 5th of September 2018.  

As if it’s not enough local events such as South Africa moving into technical recession i.e.  Gross 

Domestic Product contracting by 0.7% for the second quarter of 2018 and the lingering land 

redistribution exercise, where it is feared property rights could be undermined, sadly this too forced 

the Rand to take a massive knock. 

What is Global and local’s Opinion? 

With all these local and global macro-economic factors at play, our view is that events in Argentina 

and Turkey would slowly smoothen out causing the rand to self-correct. The spiral downward 

movement of the rand is not caused by deviations from macro-economic fundamentals but by global 

geo-political events out of South Africa’s control, which we believe would not persist for the longest 

duration of time. Therefore we foresee the rand seeking redress from this setback. We will 

continuously monitor these developments and seek corrective measures should there be any 

divergence from fundamentals that fully anchor our investment philosophy and strategy. 

We have confidence in the Central Bank and Treasury’s ability to fully turn around the economy 

from the technical recession through robust economic reforms and policies, thus necessitating 

stability in the rand and overally GDP growth. The land reform is a present burning issue which has a 

binary outcome, however as it stand to this day, the dictates of our constitution are being respected, 

therefore, just like any citizen, we will observe with a hawkish eye how this exercise will unfold. 

Lastly the South African government has promised that this whole exercise will not impinge any 

property rights as enshrined in our sacred constitution. We will wait and see! 

 

 

 


