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Figure 1: RMB/BER confidence index

Q1.21 Q2.21 Q3.21 Q4.21 Q1.22 Change

Retail trade confidence index 37 54 56 52 49 -3

Wholesale trade confidence index 58 63 55 53 57 4

New vehicle dealers’ confidence index 35 63 47 41 54 13

Manufacturers’ confidence index 25 46 41 38 43 5

Building contractors index 20 22 18 30 25 -5

RMB/BER BCI 35 50 43 43 46 3
Source: BER

The RMB/BER business confidence index (BCI) rose to 46 in Q1.22, from 43 in Q4.21, meaning 54% of
businesses were dissatisfied with prevailing business conditions, and the reading in negative territory still, i.e.
below the neutral 50 level. The outcome is in line with the long-term average of the index, which is also 46.
With the Q1.22 BCI survey taking place between 9t to 28™ February, it has been influenced by the advent of
the Russian/Ukraine war on 24" February. Both upwards inflationary pressures and a negative economic
growth impact are likely from the war, while stress has increased in global financial markets. Markets still
anticipate substantially higher interest rates in SA this year and next, which is likely adding to the depressed
nature of the business confidence reading in Q1.22 (below 50 signals a depressed confidence environment).
Businesses consequently will worry about the ebbing purchasing power of consumers, and global growth
forecasts will likely be revised down. Markets and policy makers have been viewing the Russian/Ukraine
conflict as more of a temporary supply disruption than a severe threat to global growth, but (likely) downward
adjustments in economic growth expectations could see more risk aversion in global financial markets.
= Uncertainty is high, and the Russia/Ukraine war has persisted for longer than markets initially expected, driving
up commodity prices and seeing SA’s value of economic transactions rise substantially on these high
commodity prices, recording a consequent upswing in the domestic business cycle in Q1.22 on a rand basis.
= Manufacturing, wholesale and vehicle dealership activity increased in Q1.22, the latter impacted by improved
stock levels with the global supply chain showing improvement in deliveries from Q4.21. Wholesale sales
were driven by commercial demand for machinery and chemicals on the impact of strong commodity prices
for the agricultural and mining sectors. Manufacturing benefited from improved exports and domestic demand.
= However, global growth is now at risk of weakening into, and over, Q2.22 and so have a future negative impact
on SA’s economic performance, which is heavily influenced by the performance of the global economy.

Figure 2: Business cycle clock
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Figure 3: GDP vs. BCI: Business Confidence leads growth
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= While the economy recorded a record high in February’s BankservAfrica Economic Transaction Index (or
BET]I), bolstered by the rapid escalation in commodity prices and resultant high rand value of transactions,
Q1.22’s business confidence (measured for the 9t to end February) was not far removed from Q4.21 and
Q3.21’s depressed readings of 43 respectively, with Q3.21 afflicted by July’s riots.

= Q4.21’s business confidence reading took place in a heavy slew of risk events (the municipal elections and
uncertainty of post-election coalition formations, US FOMC (Federal Open Market Committee tapering of
QE, worries ahead of the MTBPS and growth suppressive huge fuel price hikes in November,) which would
have caused a wait and see approach adopted by many and so a static business confidence reading.

= The actual realised business conditions in Q1.22 were recorded before loadshedding began in March, and
this will put a damper on activity for the rest of Q1.22 for as long as it persists.

= For businesses not benefitting from higher commaodity prices, and particularly for retailers and building
contractors, business conditions did not necessarily improve. Indeed, excess office supply and weak
residential demand for new builds (not in security complexes) as well as some excess supply of commercial
retail space, along with council delays in approvals, have seen a deteriorated environment for builders.

Figure 4: Business confidence and composite indicators

South Africa Unit 20Q1 20Q2 20Q3 20Q4 21Q1 21Q2 21Q3 21Q4 Ch
RMB/BER business confidence” % 18 5 24 40 35 50 43 43 0
Composite confidence per province?

Gauteng % 18 2 25 35 33 40 41 40 -1
KwaZulu-Natal % 27 5 34 44 49 77 27 56 29
Western Cape % 22 8 19 43 29 51 49 40 -9
Composite Indicators

Business conditions: realized’ Net % -60 -91 -63 -37 -43 25 -15 -6 9
Business conditions: expected ' Net % -37 -74 -47 -17 -6 16 10 1 -9
Business climate*! Net % -49 -83 -55 -27 -25 21 -3 -3 0
Activity? Net % -54 -83 -59 -36 -38 16 -14 -4 10
Employment* Net % -33 -48 -51 -40 -35 -19 -22 -5 17
Purchasing prices® Net % 42 58 64 54 66 59 66 80 14
Selling prices® Net % 8 4 10 16 22 31 22 41 19
Inventories” Net % 18 31 3 -1 -13 -20 -20 -26 -6

Source: BER

# Average between realized and expected business conditions 1. Building (build) (contractors only), manufacturing (mnf), retail (ret)
wholesale(whs) and new vehicles (mot); 2. Build, mnf, ret, whs & mot; 3. Build, mnf, ret, whs, mot & other services (serv); 4. Build, mnf, ret,
whs & serv; 5. Mnf, ret & whs; 6. Mnf, ret, whs & serv; 7. Mnf, ret, whs & mot; stocks relative to expected demand

2
Annabel Bishop ¢ Investec Bank Limited « Tel (2711) 286 7188 * email: annabel.bishop@investec.co.za -




é)

s
-
~
g
2

N Investec y/@
Business confidence: lifts modestly, but is held back by economic ‘:\‘\R(Q\/

growth and inflation fears stemming from the Russian/Ukraine war
Wednesday 9" March 2022

a a =

Figure 5: Realised and expected business conditions and business climate vs the RMB/BER BCI
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Figure 6: Composite confidence per province
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Figure 7: OECD BClI
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Disclaimer

For the purposes of this disclaimer, Investec shall include Investec Bank Limited, its ultimate holding company, a subsidiary (or a subsidiary
of a subsidiary) of that entity, a holding company of that entity or any other subsidiary of that holding company, and any affiliated entity of any
such entities. “Investec Affiliates” shall mean any directors, officers, representatives, employees, advisers or agents of any part of Investec.

The information and materials presented in this report are provided to you solely for general information and should not be considered as an
offer or solicitation of an offer to sell, buy or subscribe to any securities or any derivative instrument or any other rights pertaining thereto.

The information in this report has been compiled from sources believed to be reliable, but neither Investec nor any Investec Affiliates accept
liability for any loss arising from the use hereof or makes any representations as to its accuracy and completeness. Any opinions, forecasts
or estimates herein constitute a judgement as at the date of this report. There can be no assurance that future results or events will be
consistent with any such opinions, forecasts or estimates. Past performance should not be taken as an indication or guarantee of future
performance, and no representation or warranty, express or implied is made regarding future performance. The information in this report and
the report itself is subject to change without notice. This report as well as any other related documents or information may be incomplete,
condensed and/or may not contain all material information concerning the subject of the report; its accuracy cannot be guaranteed. There is
no obligation of any kind on Investec or any Investec Affiliates to update this report or any of the information, opinions, forecasts or estimates
contained herein.

Investec (or its directors, officers or employees) may, to the extent permitted by law, own or have a position or interest in the financial
instruments or services referred to herein, and may add to or dispose of any such position or may make a market or act as a principal in any
transaction in such financial instruments. Investec (or its directors, officers or employees) may, to the extent permitted by law, act upon or use
the information or opinions presented herein, or research or analysis on which they are based prior to the material being published. Investec
may have issued other reports that are inconsistent with, and reach different conclusions from, the information presented in this report. Those
reports reflect the different assumptions, views and analytical methods of the analysts who prepared them. The value of any securities or
financial instruments mentioned in this report can fall as well as rise. Foreign currency denominated securities and financial instruments are
subject to fluctuations in exchange rates that may have a positive or adverse effect on the value, price or income of such securities or financial
instruments. Certain transactions, including those involving futures, options and other derivative instruments, can give rise to substantial risk
and are not suitable for all investors.

This report does not contain advice, except as defined by the Corporations Act 2001 (Australia). Specifically, it does not take into account the
objectives, financial situation or needs of any particular person. Investors should not do anything or forebear to do anything on the basis of
this report. Before entering into any arrangement or transaction, investors must consider whether it is appropriate to do so based on their
personal objectives, financial situation and needs and seek financial advice where needed.

No representation or warranty, express or implied, is or will be made in relation to, and no responsibility or liability is or will be accepted by
Investec or any Investec Affiliates as to, or in relation to, the accuracy, reliability, or completeness of the contents of this report and each entity
within Investec (for itself and on behalf of all Investec Affiliates) hereby expressly disclaims any and all responsibility or liability for the accuracy,
reliability and completeness of such information or this research report generally.

The securities or financial instruments described herein may not have been registered under the US Securities Act of 1933, and may not be
offered or sold in the United States of America or to US persons unless they have been registered under such Act, or except in compliance
with an exemption from the registration requirements of such Act. US entities that are interested in trading securities listed in this report should
contact a US registered broker dealer.

For readers of this report in South Africa: this report is produced by Investec Bank Limited, an authorised financial services provider and a
member of the JSE Limited.

For readers of this report in United Kingdom and Europe: this report is produced by Investec Bank Plc (“IBP”) and was prepared by the analyst
named in this report. IBP is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the
Prudential Regulation Authority and is a member of the London Stock Exchange. This report is not intended for retail clients and may only be
issued to professional clients and eligible counterparties, and investment professionals as described in S19 of the Financial Services and
Markets Act 2000 (Financial Promotions) Order 2005.

For readers of this report in Ireland: this report is produced by Investec Bank plc (Irish Branch) and was prepared by the analyst named in this
report. Investec Bank plc (Irish Branch) is authorised by the Prudential Regulation Authority in the United Kingdom and is regulated by the
Central Bank of Ireland for conduct of business rules.

For readers of this report in Australia: this report is issued by Investec Australia Limited, holder of Australian Financial Services License No.
342737 only to ‘Wholesale Clients’ as defined by S761G of the Corporations Act 2001.

For readers of this report in Hong Kong: this report is distributed in Hong Kong by Investec Capital Asia Limited, a Securities and Futures
Commission licensed corporation (Central Entity Number AFT069) and is intended for distribution to professional investors (as defined in the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)) only. This report is personal to the recipient and any unauthorised
use, redistribution, retransmission or reprinting of this report (whether by digital, mechanical or other means) is strictly prohibited.

For readers of this report in India: this report is issued by Investec Capital Services (India) Private Limited which is registered with the Securities
and Exchange Board of India.
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For readers of this report in Singapore: this report is produced by IBP and issued and distributed in Singapore through Investec Singapore
Pte. Ltd. (“ISPL”), an exempt financial adviser which is regulated by the Monetary Authority of Singapore as a capital markets services licence
holder. This material is intended only for, and may be issued and distributed in Singapore only to, accredited investors and institutional
investors, as defined in Section 4A of the Securities and Futures Act, Cap. 289 (“SFA”). This material is not intended to be issued or distributed
to any retail or other investors. ISPL may distribute reports produced by its respective foreign entities, affiliates or other foreign research
houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Singapore recipients of this document should
contact ISPL at the above address in respect of any matters arising from, or in connection with, this report.

For readers of this report in Canada: this report is issued by IBP, and may only be issued to persons in Canada who are able to be categorised
as a “permitted client” under National Instrument 31-103 Registration Requirements and Exemptions or to any other person to whom this
report may be lawfully directed. This report may not be relied upon by any person other than the intended recipient.

The distribution of this document in other jurisdictions may be prohibited by rules, regulations and/or laws of such jurisdiction. Any failure to
comply with such restrictions may constitute a violation of United States securities laws or the laws of any such other jurisdiction.

This report may have been issued to you by one entity within Investec in the fulfilment of another Investec entity’s agreement to do so. In
doing so, the entity providing the research is in no way acting as agent of the entity with whom you have any such agreement and in no way
is standing as principal or a party to that arrangement.

This publication is confidential for the information of the addressee only and may not be reproduced in whole or in part, copies circulated, or
disclosed to another party, without the prior written consent of an entity within Investec. Securities referred to in this report may not be eligible
for sale in those jurisdictions where an entity within Investec is not authorised or permitted by local law to do so. In the event that you contact
any representative of Investec in connection with receipt of this report, including any analyst, you should be advised that this disclaimer applies
to any conversation or correspondence that occurs as a result, which is also engaged in by Investec and any relevant Investec Affiliate solely
for the purposes of providing general information only. Any subsequent business you choose to transact shall be subject to the relevant terms
thereof. We may monitor e-mail traffic data and the content of email. Calls may be monitored and recorded. Investec does not allow the
redistribution of this report to non-professional investors or persons outside the jurisdictions referred to above and Investec cannot be held
responsible in any way for third parties who effect such redistribution or recipients thereof. © 2019.
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