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The week in perspective: Rand knocked as commodity price retreat worsens  

Apart from the latest mining output stats, the domestic data releases of last week were 

another stark reminder of how severely economic activity was impacted by a number of 

shocks in July (the domestic section has the details). Globally, the focus was again on price 

developments, with international inflation data moving in opposite directions during 

August. While the rise in US consumer prices was slightly less than expected, across the 

Atlantic consumer prices moved significantly higher in the UK and Europe. This is discussed 

in more detail in the international section. 

In financial markets, the rand exchange rate had a terrible week, losing more than 3% 

against the dollar, the euro and the pound. A stronger US dollar against the euro did not 

help, but the fact that the rand also weakened against other major currencies suggests 

that there was more at play. In the previous Weekly, we commented that the local 

currency had defied several headwinds, including declining SA export commodity prices. 

The (currency) chickens came home to roost last 

week as the commodity price correction 

continued. Rhodium and iron ore extended 

recent losses, both ending the week around 20% 

lower. The correction in platinum group metals 

(PGM) follows sharp production cutbacks from 

leading vehicle producers amid the global chip 

shortage. The cutbacks have been exacerbated 

by renewed COVID-19 outbreaks in key Asian 

vehicle producing markets. As mentioned before, 

the sharp iron ore correction is related to 

Chinese efforts to cool commodity prices. With 

Beijing hosting the winter Olympics in February 

2022, there is a narrative that the authorities want to limit pollution during this time, 

‘Dirty’ steel operations, a major driver of global iron ore demand, are likely to be curbed in 

Beijing and surrounding areas. Therefore, Chinese iron ore demand may be curtailed for 

some time. On the other hand, likely increased Chinese policy support amid a slowing 
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Weekly Key Indicators 

  Close w-o-w 

R/$ R14.74 4.2% 

R/€ R17.30 3.3% 

R/£ R20.26 3.3% 

$/€ $1.17 -0.8% 

Brent $75.79 3.8% 

Gold $1 754 -2.3% 

Platinum $953 -2.5% 

JSE ALSI 62 864 -2.2% 

10y gov. bond 8.99 13 bps 

FRA (1x4)* 3.73 2 bps 

*Forward rate agreement  
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economy (quarterly growth momentum may have stalled in 2021Q3) should provide a floor under major commodity prices.  

With the US central bank’s (Fed) latest interest rate meeting looming this week, US markets were perhaps even more 

sensitive to US data releases than usual last week. The strong retail sales report for August (see global section), which 

solidified a narrative that the Fed could start to remove some of the extraordinary policy support soon, weighed on US stock 

and bond markets on Thursday. The general risk-off environment was negative for emerging market (EM) assets. While the 

rand was particularly hard hit last week, other EM currencies were also under pressure towards the end of the week. SA 

government bond yields also moved higher. Last week’s financial market moves once again highlight the major role that 

accommodative global monetary policy has played in propping up asset prices.  

On the local COVID-19 front, the rate of infections continued to decline last week. Also lower was the rate of positive tests, 

which has fallen to single digit territory. With this, and the vaccination drive maintaining momentum, there are some that 

speculate that an additional reduction in restrictions could be on the cards. This would further assist the economic recovery as 

we move into the fourth quarter of 2021. 

Weak ahead: Key central bank meetings in focus   

Speaking of central bank policy, several key meetings are scheduled for this week. The Fed’s latest decision will be announced 

on Wednesday. With the key policy settings (policy rate and bond purchase programme) set to remain unchanged, the focus 

will be on any further commentary about the timing of when the Fed expects to start to reduce (taper) the pace of bond 

purchases. There is also set to be lots of focus on the Fed’s latest dot plot, which outlines the expectations of the individual 

members of the Fed’s policy committee for the policy interest rate path. The Bank of Japan and the Bank of England (BoE) 

have also scheduled monetary policy meetings this week. In terms of the latter, recent robust jobs data and the well above-

target CPI reading for July could see the BoE nudging its communication towards an earlier start of policy interest rate 

normalisation.  

Domestically, the holiday-shortened week will be dominated by the release of the August consumer inflation (CPI) figures 

on Wednesday. This will be followed by the conclusion of the SA Reserve Bank (SARB) policy interest rate meeting on 

Thursday. We expect headline CPI to increase by 0.4% m-o-m in August, driven by the 91c/litre petrol price hike at the 

beginning of the month. The monthly increase should drive an annual acceleration in headline CPI to 4.9%, from 4.6% during 

July. The monetary policy committee of the SARB is projected to keep the repo policy rate unchanged at 3.5%. Besides the 

rate decision, there will be some focus on the SARB’s take on what the recently released GDP rebasing/historical revisions, as 

well as the much better-than-expected 2021Q2 real GDP print, imply for the growth outlook. The central bank’s 2021 real GDP 

forecast is likely to be raised from the 4.2% expected at the time of the July interest rate meeting to around (and potentially 
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above) 5%. The SARB’s updated growth view beyond 2021 will also be of interest. There may be some focus in the Q&A after 

the decision on SARB Governor Lesetja Kganyago’s stated preference for the bank’s inflation target to be lowered to 3% over 

time.  

 

Domestic: Mining production momentum slows; looting knocks domestic trade in July 

Last week, Stats SA published key activity data for July. Annual growth in mining production lost some momentum, rising by 

10.3% in July, following a solid 19.1% increase in June. This was mainly driven by iron ore output, which soared by 42% y-o-y 

and contributed 3.9% pts to overall mining production growth in July, followed by PGMs (+10.3% y-o-y and contributing 2.3% 

pts). On a monthly, seasonally adjusted basis, total production was up 4.1% in July, after dropping by 1.6% in June. As with 

production, the annual growth in mineral sales was softer in July, coming in at 32.6% after increasing by 94% in June. Amid 

higher prices, a surge in PGM sales meant that it was the largest contributor (+22.6% pts). On a monthly basis, mineral sales 

retreated into negative territory, with a decline of 11.7% after growing by 0.6% in June.  

The July retail trade sales data came in weaker-than-expected, revealing the impact of the civil unrest coupled with strict(er) 

lockdown restrictions. Annually, retail sales contracted by 0.8%. Most of this can be attributed to general dealers who registered 

a 2.6% y-o-y contraction (subtracting 1.1% pts). Seasonally adjusted monthly retail sales plummeted by 11.2% after increasing 

by 0.7% in June. Similar to the retail sector, wholesale trade sales also lost ground, contracting by 2% y-o-y (-3.8% m-o-

m) in July, after expanding by 10.3% y-o-y in June. Measured in current prices, motor trade sales increased by 0.6% y-o-y 

after a strong annual growth of 16.7% in June. While decreasing COVID-19 infections and the subsequent eased restrictions, 

as well as a most likely bounceback after the looting shock in July, suggest improved internal trade activity in August and 

September, the magnitude of the declines in July suggest that the broader trade category is likely to detract from overall GDP 

in 2021Q3.  

 

International: Inflationary pressure in the US subsides, accelerates in the UK, Eurozone 

Core inflation in the US slowed to 0.1% m-o-m in August, from 0.3% in July. This was below market expectations and 

supports the narrative of the Fed that the recent spike in consumer inflation is of a temporary nature. Consequently, this 

provides some room for the Fed to keep with its projected (delayed) tightening schedule, for now. On a yearly basis, core 

inflation in the US moderated from 4.3% to 4%, while headline consumer inflation fell from a 13-year peak of 5.4% y-o-y in 

July to 5.3% in August. The latter was mostly driven higher by energy costs (up 24% y-o-y) and used vehicle prices (up 32% 

y-o-y). Regarding the real economy, US industrial production was held down in August by hurricane Ida, growing by only 
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0.4% m-o-m. Still, on an annual basis it expanded by 5.9%. In level terms, industrial output has now fully recovered from the 

COVID-19 contraction. Meanwhile, retail sales expanded by 0.7% m-o-m in August, significantly outpacing expectations. 

This may point to a resilient US consumer despite rising COVID-19 infections. However, some commentators highlighted that 

the seasonal adjustment factor was a key driver behind the better-than-expected outcome. 

In contrast to the US, inflation in the UK moved in the opposite direction. After remaining flat in July, core inflation rose by 

0.7% m-o-m in August. Annual consumer inflation jumped significantly to 3.2%, well exceeding the BoE’s 2% target. 

Meanwhile, annual consumer inflation in the Eurozone also drifted upwards, from 2.2% in July to 3% in August. Also in the 

Eurozone, industrial production lifted by 1.5% m-o-m in July following two months of contraction. Compared to a year 

before, industrial production recovered by 7.7%.  

In China, industrial production grew by 5.3% y-o-y, the lowest in just more than a year, mostly due to the microchip 

shortage and measures to lower pollution. 
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The week ahead  

Date Event Previous Consensus 

22 September  Japan: BOJ interest rate decision -0.1% -0.1% 

22 September SA: Consumer inflation (Aug) 4.6% y-o-y 4.9% y-o-y 

22 September US: Fed interest rate decision 0.25% 0.25% 

23 September EZ, UK: Flash composite PMI (Sept) 59; 54.8 58.5; 55.8 

23 September  SA: SARB interest rate decision 3.5% 3.5% 

23 September UK: BoE interest rate decision 0.1% 0.1% 

23 September US: Flash composite PMI (Sept) 55.4 n/a 
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