
 

Negative risk sentiment expected to continue; exporters'
opportunity to cover short-term exposure

We expected the market to move on the back of the Fed meeting last night, and we were not disappointed.
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Rand update

Last night, Fed Chair Powell was trying to manage fear while stating that inflation could be worse than first thought and that
accommodative policy is a thing of the past, for now at least. This uncertain tone hit risky assets like the rand with a
hammer, with the local unit losing 30 cents overnight and trading at R15.42.

Since last night, there has been a definite shift in risk sentiment, and it would not be a surprise if the rand tested the R15.50
level. Today, we have the MPC meeting, and it is expected that the MPC will hike rates by 25 basis points. We could see
some Rand strength should that be the case, but the move can be short-lived as a rate hike will probably have been priced
in already.

Commodity update

There has been a definite shift in the market from Gold to the US dollar overnight, and we have seen the yellow metal losing
over $30 per ounce. Gold is trading at $1,814. Since last night, Platinum has also lost some ground and is currently trading
at $1,017. Palladium is still trading above $2,300 per ounce at $2,306. Brent Crude has failed to break above $90 per barrel
and is currently trading at $89.16.

International update

The hawkish stance by the Fed was confirmed last night, which led the US dollar to strengthen to 1.1218 against the euro.
This US dollar strength was felt through the market, with not one currency left unaffected. The Dollar Index also shot higher
and is currently sitting at 96.84.

27 Jan 2022By Andre Cilliers

https://www.bizcommunity.com/
https://www.bizcommunity.com/Profile/AndreCilliers
https://www.istockphoto.com/photo/american-flag-waving-with-the-capitol-hill-gm1154438278-313943497


The US stock indices felt the brunt of the Fed announcement, with the Dow and S&P 500 losing over 2% after the meeting
and closed the day in the red.

We expect the negative risk sentiment to continue, and should we test the R15.50 level, it will be a good opportunity for
exporters to cover short-term exposure.
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