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The Rand has been more stable than expected given the shock postponement of the national budget

Published: 2025/03/24

T
HE  SURPR ISE  OUTCOME  OF  RAND  PERFORMANCE  IS  DUE  TO  A  COUPLE  OF  FACTORS .

On 19 February the Rand ended the trading day at R18.56/US dollar, which is down only 0.8% compared with the prior day,

despite the shock postponement of the National Budget until 12 March. Furthermore, on 20 February the Rand gained around

1.1% to end the trading day at R18.37/$, suggesting that the currency market is largely unconcerned by the GNU’s inability to

agree on the details within the National Budget.

At the center of the GNU’s disagreement regarding the National Budget is National Treasury’s proposal to increase the VAT

rate by 2 percentage points to 17% with effect from 1 April 2025. Understandably, this is a radical change in tax policy which

will have very significant negative implications for the household sector, which is already under significant pressure given the

high level of inflation in recent years, elevated interest rates and the lack of job opportunities.

Once the decision to delay the National Budget to 12 March was announced it was reasonable to have assumed that the Rand

would weaken appreciably given the increased level of policy uncertainty and the heightened risk that the GNU might fail to

reach an agreement regarding the proposed VAT hike, which could result in the GNU breaking-apart.

Instead, the Rand weakened modestly in the immediate aftermath of the decision and has subsequently strengthened

appreciably. This surprise outcome is due to a couple of factors, including ongoing dollar weakness, a rally in commodity

currencies and some understanding by investors that a disagreement within the GNU is not necessarily a bad thing, especially

if it leads to a better outcome overall without the GNU collapsing.

In terms of Dollar weakness, the currency dropped by 0.6% against the Euro on 20 February and has declined by 1.2%

against the Euro since 11 February. Equally, commodity currencies (which includes the Rand) have gained 4% against the

Dollar since the beginning of 2025.

Overall, since the formation of the GNU in June 2024, the largest daily loss of the Rand against the Dollar has been -2.1%,

while the largest daily gain has been 1.6%. While this might sound significant, it reflects a much lower level of volatility than

what the Rand has experienced in the years prior to the GNU. For example, in the period from 2019 up to the formation of the

GNU, the largest daily loss of the Rand against the Dollar was -3.6%, while the largest daily gain was 4.1%. Although the Rand

remains one of the most volatile actively traded currencies, the formation of the GNU appears to have contributed to some

reduction in Rand volatility, which is a very welcome outcome.

Please contact Analytics Consulting FX Solutions acfx@analytics.co.za ↗ for all international transfer solutions and

requirements. We provide our FX Partners with comprehensive Rand research and performance reporting on a weekly basis.

Ross Anderson
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Analytics Emerging Market Currency Index vs Rand / US Dollar vs EM Commodity

Currency Index

Source: Internal

Rand / US Dollar Since 2024 (Daily)

Source: Internal
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USD / EUR Since 2024

Source: Internal

The information and opinions contained in this document are recorded and expressed in good faith and in reliance on sources believed to be credible. No representation,
warranty, undertaking or guarantee of whatever nature is given on the accuracy and/or completeness of such information or the correctness of such opinions. Analytics
Consulting will have no liability of whatever nature and however arising in respect of any claim, damages, loss or expenses suffered directly or indirectly by an investor acting on
the information contained in this document. The information in this document is for factual information and marketing purposes only and does not constitute any form of advice,
guidance or recommendation. Furthermore, due to the fact that Analytics Consulting does not act as your financial advisor, we have not conducted a financial needs analysis and
will rely on the needs analysis conducted by your financial advisor. We recommend that you take particular care to consider whether any information contained in this document
is appropriate given your objectives, financial situation and particular needs in view of the fact that there may be limitations on the appropriateness of the advice provided. No
guarantee of investment performance or capital protection should be inferred from any of the information contained in this document. Past Performance is not indicative of future
performance.

Analytics Consulting is an Authorised Financial Services Provider, FSP: 18490
analyticsconsulting.co.za | T: (011) 463 9600

© 2025 Portfolio Analytics. All rights reserved.

Feb-24
Mar-24

Apr-24
May-24

Jun-24
Jul-24

Aug-24
Sep-24

Oct-24
Nov-24

Dec-24
Jan-25

Feb-25

→ Date

0.88

0.89

0.90

0.91

0.92

0.93

0.94

0.95

0.96

0.97

0.98

0.99

↑ Value

Page 3 of 3


