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The week in perspective: SA moves to Level 2; rand defies the odds 

It was a data-heavy week in SA, with the 2021Q2 real GDP data indicating that the 

economy had better-than-expected recovery momentum in the first half of the year. While 

growth remained solid in the second quarter, both the survey and actual data released last 

week revealed the significant impact that the range of shocks at the start of the third 

quarter had on confidence and activity. The domestic section has the details.  

On a positive note, the decline in 

new COVID-19 cases in all the 

major provinces has driven the 

country-wide total lower (see chart), 

which allowed for a further 

relaxation of the lockdown 

restrictions. In an address to the 

nation last night, President Cyril 

Ramaphosa announced that from 

today, the country will move from 

adjusted Level 3 restrictions to 

Level 2. Depending on the state of the pandemic, these measures will be reviewed in two 

weeks. The key changes compared to Level 3 are the following:  

• The curfew will start one hour later at 11h00 and end at 04h00. This implies that 

non-essential services such as restaurants, bars, and gyms will need to close at 

22h00 to allow patrons and staff to return home before the curfew starts. The 

additional hour of trading should provide some relief to the struggling hospitality 

sector.  

• Offsite alcohol sales will be permitted for an extra day of the week, i.e. also on 

Friday. Weekend sales are still prohibited.  

• The restriction on the number of people allowed at gatherings is significantly 

relaxed. For indoor events, the limit was raised to 250, from 50. For outdoor 

gatherings, it was increased to 500 from 100 before. With electioneering before the 

November 1 municipal elections now set to ramp up, this does pose a risk for new 

infections.  
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Funeral attendance remains limited to 50 people. The president’s speech made a strong plea to South Africans who are not 

yet vaccinated to do so and to also encourage others to follow as this is crucial in the prevention of another severe COVID-19 

wave later in the year. Increased rates of vaccination are also the key route towards a full reopening of the economy, 

according to Ramaphosa. In due course, government will provide information on an approach for ‘vaccine passports’ for 

vaccinated South Africans.  

Rand continues to show surprising resilience  

In financial markets, one of the major domestic stories was the continued sharp 

decline in the share prices of JSE heavyweights Naspers and Prosus. Amid a large 

exposure to China, these companies continued to be impacted by a regulatory 

crackdown on the Chinese IT sector. The rand exchange rate was immune to these 

pressures and also shrugged off another week of declines for some of SA’s key export 

commodity prices. The iron ore and palladium prices were particularly hard hit. The 

iron ore price, which fell to a one-year low on Friday, has also been driven lower of late 

by developments in China as the country forges ahead with steps to cool elevated 

commodity prices. Chinese authorities even took the extraordinary step last week to 

announce that it will release crude oil from the country’s strategic reserve for the first 

time. The explicit aim of this move was to lower international oil prices. Despite these 

headwinds, the rand banked another week of gains versus the US dollar. Even a 

slightly stronger US dollar against the euro and general risk-off market sentiment, the latter reflected in the US S&P500 

stock market index suffering its worst weekly decline (-1.7%) in almost two months, could not stem the rand’s advance. US 

stocks were knocked by another above consensus US inflation print (see international section). Towards the end of the week, 

the local currency was supported by the SA Reserve Bank reporting that the surplus on the current account reached another 

record high in 2021Q2 (the domestic section has the details). The large surplus has been a key supporting factor for the rand 

over the past 18 months. Looking forward, a sustained move lower in SA’s export commodity prices should drive the surplus 

lower (or even move it into a deficit). This remains a key underpin of our view for a weaker rand through 2022. 

Week ahead: More hard data for July to reveal impact of level 4 restrictions and looting hit  

Following last week’s poor manufacturing data for July, this week’s focus will turn to the release of the next batch of high-

frequency data for July. The mining output numbers, which will also contain the delayed figures for June, is scheduled for 

release on Tuesday. While mining exports were most likely negatively impacted by the transport disruptions caused by the 

Weekly Key Indicators 

  Close w-o-w 

R/$ R14.15 -0.8% 

R/€ R16.75 -1.2% 

R/£ R19.61 -1.0% 

$/€ $1.18 -0.4% 

Brent $71.62 -1.5% 

Gold $1 794 -2.1% 

Platinum $977 -2.9% 

JSE ALSI 64 296 -3.1% 

10y gov. bond 8.86 4 bps 

FRA (1x4)* 3.71 1 bps 

*Forward rate agreement  
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looting spree in KwaZulu-Natal in particular, mining output - except for coal production in KZN - is unlikely to have been 

materially impacted. The latest retail sales data, also for July, is scheduled for release on Wednesday.  

 

Domestic: Q2 GDP outperforms, tough start to Q3 

For the fourth quarter in a row, real GDP recovered at a faster-than-

expected pace. The economy accelerated by a seasonally adjusted (non-

annualised) 1.2% q-o-q in the second quarter of 2021 from the downwardly 

revised 1% recorded in 2021Q1.The transport, storage and communication 

industry (expanding by 6.9%; contributing 0.5% pts) together with trade, 

catering and accommodation (2.2%; 0.3% pts); and personal services 

(2.5%; 0.4% pts) industries drove growth higher. Despite this good 

progress, the recovery remains incomplete and the level of real GDP is still 

1.3% below where it was in 2019Q4 (i.e. pre-COVID) – see chart. With 

growth in the first half of 2021 better than expected, and even assuming a GDP contraction in 2021Q3, real GDP growth for 

2021 could now be around 5%. This is substantially higher than our July forecast of 3.9% and also better than our initial 

assessment after the Q2 data was released last week.  

Meanwhile, the current account surplus widened by R82bn to reach a record high of R343bn in Q2. Relative to GDP, the 

current account surplus increased to 5.6% from a downwardly revised 4.3% in 2021Q1. The current account was supported 

by a huge trade surplus of R614bn, with the value of merchandise exports reaching a new all-time high in Q2 on the back of 

higher commodity prices.  

Moving on to Q3 data, manufacturing production did not start the third quarter on a good note. The sector was hard hit by 

a range of demand and supply-side shocks in July. As such, seasonally adjusted real factory output dropped by 8% m-o-m 

and even contracted by 4.1% y-o-y. The weakness was broad-based across the major manufacturing subcategories, with the 

production of vehicles (down almost 63% m-o-m) and beverages (-39%) particularly hard hit. The latest Absa PMI suggests 

that August could see a significant rebound in manufacturing activity. Nonetheless, given the sharp contraction in July, 

manufacturing production will likely underperform in Q3 and is set to weigh on quarterly GDP growth for a second consecutive 

quarter. 

Finally, the RMB/BER Business Confidence Index (BCI) retreated to 43 in the third quarter as the number of respondents 

unsatisfied with prevailing business conditions outnumbered those that were satisfied. Meanwhile, consumers were somewhat 
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more resilient, with the FNB/BER Consumer Confidence Index (CCI) at -10 in Q3, up from -13. This is very close to the 

(still poor) level reached before COVID-19. For the BCI and CCI press releases, click here. 

 

International: ECB to slow pace of its pandemic stimulus; upbeat trade data from China 

As expected, the European Central Bank (ECB) left its policy interest rate unchanged last week Thursday. However, the 

central bank indicated that it would moderately slow the rate of its pandemic-induced bond purchasing programme for the 

remainder of the year (although not providing numerical guidance). This is in response to an improved growth and inflation 

outlook. The ECB lifted both its GDP growth (from 4.6% to 5.0%) and inflation (from 1.9% to 2.2%) projections for 2021. 

However, last week’s sentiment releases for the Eurozone point to a possible slowdown in the recovery momentum. Economic 

sentiment weakened to its lowest reading since April 2020 due to global supply chain shortages as well as fears that, going 

forward, the economic recovery in the region could be slower than expected before. The ZEW Sentiment Index declined to 

31.1 in September, from 42.7 in August, while a rise to a level above 50 was expected.  

Despite lingering supply chain disruptions and following some disappointing PMI data the week before, Chinese external trade 

data came out better than expected last week. Exports rose by 25.6% y-o-y, supported by a rise in demand for electronic 

products and entertainment items ahead of the Christmas shopping season in western economies. At the same time, imports 

also surged by an impressive 33.1% y-o-y as the country imported more coal and iron ore. Meanwhile, the divergence in 

factory-gate and consumer prices continued in August, with the producer price index (PPI) rising by 9.5% y-o-y to a 13-year 

high, due to higher commodity prices. In contrast, consumer price inflation (CPI) eased to 0.8% y-o-y, below the market 

consensus, and the lowest reading in five months. The decline in CPI was driven mainly by moderating prices of pork and 

energy. 

Finally, in the US, material shortages, shipping bottlenecks and rising labour costs continued to squeeze production costs 

higher in August. The PPI rose by 8.3% y-o-y, the highest reading since November 2010. On a monthly basis, the rise in PPI 

slowed to 0.7% from 1% in July. On a more positive note, weekly initial jobless claims reached a new pandemic low with only 

310k individuals claiming unemployment benefits in the week ending 4 September. The latest print points to a sustained 

labour market recovery even as the world’s largest economy continues to grapple with the Delta variant.    
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The week ahead  

Date Event Previous Consensus 

Tuesday (14 Sep) SA: Mining production (Jun & Jul) 21.9% y-o-y; -3.5% m-o-m n/a 

Tuesday (14 Sep) US: Consumer inflation (Aug) 5.4% y-o-y; 0.5% m-o-m 5.3% y-o-y; 0.4% m-o-m 

Wednesday (15 Sep) SA: Retail sales (Jul) 10.4% y-o-y; 0.6% m-o-m 3.3% y-o-y; n/a 

Thursday (16 Sep) SA: Wholesale sales (Jul) 10.3% y-o-y; -5.1% m-o-m n/a 

Thursday (16 Sep) SA: Motor trade sales (Jul) 16.9% y-o-y; -3.7% m-o-m n/a 

Thursday (16 Sep) US: Retail sales (Aug) -1.1% m-o-m -0.8% m-o-m 
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