
Foreign Currency 

When we speak of foreign currency most people associate it with the foreign exchange because they 

think of Forex as one of the securities invested or traded on the stock exchange or to be more 

precise; the currency market. But the main purpose of the currency market is not for people to trade 

and make profits from the strength or weakness of a particular currency; but rather to determine 

the amount one shall pay for goods being bought and sold in different countries.  

Let’s say you want to buy computers from the US for resell here in SA. We of course use the rand as 

our currency but America doesn’t; they use the US dollar. You cannot use our rand to engage in 

financial transactions with the US; you have to use their currency as do they when they want to buy 

from SA. How then do you determine the amount of rands you have to pay which are equivalent to 

the value or price of the computers in US dollars? That is where the currency market comes into 

play; it is used to determine how much of your rands you have to pay to get a dollar.  

Now the system used to determine the value of the rand against the dollar is a bit complicated but 

involves a lot of economic data, fiscal policy, market sentiment and the stability of a country. 

Countries have always strived to have a strong currency because it gives them an advantage in 

international trade by allowing them to pay less for foreign products whilst other countries pay more 

for the equivalent value. 

But what does this all mean for entrepreneurs, especially those in the import/export business? Well, 

it is the difference between making a profit or a loss. Buying goods overseas for resell in your 

country is an art form that requires both precision and patience.  

Far too many entrepreneurs rush into import/export without understanding the currency market 

and to their detriment because it is the currency market that determines how much rands they are 

going to pay for dollars and not for the product. The product doesn’t change its price tag but what 

changes is how much you put up for the dollars to buy the product. And all that depends on how 

much the rand is trading against the dollar.  

Therefore you must do your homework to ensure that you buy the currency you need at the time 

when it is favourable to you.  I admit it is not easy but there are ways to make it more manageable 

like the futures market which I will discuss next week.  
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