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Rand note: sees less volatility recently, could see further strength this quarter

Monday 12 May 2025

Emerging Markets currency depreciation (-) %, appreciation (+) %
yy change 2 January 2025 to 12 May
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Emerging Markets Implied Volatilities - values 12 May 2025
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Emerging Markets Implied Volatilities — values 5 May 2025
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Emerging Markets Implied Volatilities — values 29 April 2025
Russian Ruble I, 15 69
Colombian Peso I 15 4
Hungarian Forint I 120
Polish Zioty I, 12 2
South Afnican Rand 12.1
Braziian Real NG 11 0
Turksh Lira I 1 1.0
Czech Koruna [, 0.7
South Korean Won I, 10 4
Romanian Leu I 10 2
Philippine Peso NG S 5
Tawanese Dollar [NNEGNGEGEGN 5 75
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Expected Case: Exchange Rate forecasts
2025 2026 2027

Q125 Q225 Q325 Q425 Q126 Q226 Q326 Q426 Q127 Q227 Q327 Q427
USD/ZAR 1850 1860 1845 1800 1790 1800 1810 1800 1790 1800 1810 17.90
GBP/ZAR 2329 2422 2454 2412 2425 2466 2498 2484 2434 2412 2389 2327
EURZAR 1947 2072 2113 2088 2103 2142 2172 2160 2130 2142 2136 2112
ZARIJPY 824 786 78 806 79 778 760 750 754 744 735 737
CHFZAR 2058 2195 2224 2186 2191 2220 2239 2215 2157 2118 2057 1989
AUDZAR 1161 1155 1190 1170 1172 1188 1204 1206 1235 1242 1249 1235
GBPUSD 126 130 133 134 136 137 138 138 136 134 132 130
EURUSD 105 111 115 116 118 119 120 120 119 119 118 118
USDWPY 152 146 145 145 143 140 138 135 135 134 133 132
Note: averages, Source: Investec, Iress

e The rand has been more settled recently, reaching R18.20/USD and averaging
18.77/USD to date for the quarter, likely to continue to attempt to gradually
track down to R18.00/USD over the rest of the quarter, but can still see
volatility.

¢ Markets have benefited from the US and China reaching a trade deal over the
weekend, with reciprocal tariffs reported to fall by 115%, and a 90 day pause on
the recent new tariffs, with room for further negotiations.

e President Trump highlighted the meetings as a “total reset” in US China trade
relations, with other officials noting “a great deal of productivity” and that “It’s
important to understand how quickly we were able to come to an agreement.”

e Highlighting this “reflects that perhaps the differences were not as large as
many may have thought”, with the US dollar seeing some recovery. Financial



markets have pulled back on US interest rate expectations as growth concerns
receded somewhat.

e Two US interest rate cuts are now factored in by financial markets for the US,
down from three earlier in the month, with September expected to see this
year’s first cut (-25bp) followed by another -25bp in December.

e The improvement in market expectations now over global and US economic
growth has added to the rand’s recent strength, as risk aversion has dropped
from elevated levels in earlier weeks, although risks remain to the downside.

e Financial markets have nevertheless moved into risk-on as the sharp reduction
in US/Chinese tariffs in particular allays concerns about the potential for
recession, with worries over the US having dulled investor sentiment this year.

e US inflation data is out this week, and with the recent moderation in the key
PCE deflator, disinflation is expected to persist overall, also supportive of
interest rate cuts in the US this year, and so of the rand.

e The rand will remain dependent on international events, particularly that of the
US, while weak domestic growth, high state borrowings, insufficient
infrastructure repair at Transnet and populism, have also kept the rand from its
PPP of near R16.00/USD.

Please scroll down to the second section below



Emerging Markets Carry Return — values 1 January 2025 to 12 May 2025
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Emerging Markets Carry Return - values 10 May 2024 to 12 May 2025
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Emerging Markets Interest Return - values 10 May 2024 to 12 May 2025
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Emerging Markets Interest Return — values 1 January 2025 to 12 May 2025
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The oil price has seen a rebound, to US$65/bbl, and commodities’ prices in
general have lifted on the substantial progress made by the US and China,
pointing to more demand for commodities than was previously feared this year.

With the rand a commodities’ currency, the outcome has also benefitted the
domestic currency, while only two interest rate cuts are expected this year in
SA’s repo rate, this may drop to one as the US rate cut perceived trajectory has
reduced.

Metal prices in particular have seen a lift, South Africa’s key export, while the
gold price has moderated, as the main safe haven investment has now instead
seen less support as worries over a collapse in global economic activity have
receded.

The US economy is not out of the woods yet, and key data this week includes
retail sales, with markets expecting a slowdown to 0.1% m/m in April, from
1.4% m/m in March. A better than expected outcome would also be key for
markets.

Also on the list for publication in this week, the US sees various measures of
business activity, likely to paint a mixed if not downside picture, although
sentiment readings will likely improve from mid-May on the positive trade
developments.

Risks remain in the global and US economy, as trade relationships can turn
quickly, although the US administration has shown it has been quick to institute



heavy tariffs, then roll them back when trade partners seek to align to the US’s
policy agendas.

In South Africa, next week’s budget has reportedly seen broad support across
the GNU, and is expected to be passed, although some factions of the ANC
continue to seek the expulsion of the DA from the GNU, creating lingering
investor risk.

Political risk remains a key concern for investors, fuelled by disagreements over
legislation rapidly past at the end of the last administration before the national
elections at the end of May, with populist policies depressing business
confidence.

While global events have driven the rand stronger recently, the underlying risks
to domestic performance remain and have been key in seeing polled support
for the ANC crumbling as the party holds a tight rein overall on policies and
legislation.
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EUR/ZAR
ZAR/IJPY
CHFZAR
AUDZAR
GBP/USD
EUR/USD
USDIIPY

Q125 Q225 Q325 Q425 Q126 Q226 Q326 Qa2

USD/Rand (average) 1850 1700 1600 1530 1500 1490 1480 1465

Repo rate (end rate) 750 7.00 650 625 6.00 550 525 5.00
SA economic growh rises 1 3-5%, then 5.7%. Good governance, growth-creating reforms, stucturdl (induding
without jon.,

usage, a quck ranstion 10 renevable encrgy, very comprehensive measures o aleviate cimate change impact on
economy. Geopoltical termions subside.
Q125 Q225 Q325 Q425 Q126 Q226 Q326 Q426

USD/Rand (average) 1850 1750 1660 1630 1610 1600 1605 16.10
Repo rate (end rate) 7.50 725 7.00 675 650 625 6.00 575
Ic growth

without

Mmemmmehdummmmmmmm
sbstantial fiscal consolicdation, debt projections fall substardally. Grey listed for 8 moderate period. Substantial
transtion to renewable energy aauy from fossil fusl Lsage, comprehensive measures 1o alieviae dimate change impact
on economy. Geopalitical lensions ease.

Q1.25 Q225 Q325 Q425 Q126 Q226 Q326 Qa6
USD/Rand (average) 18.50 18660 1845 18.00 1790 1800 1810 18.00
Repo rate (end rate) 7.50 7.50 725 7.00 675 6.75 6.75 675
Economic growth modest but is towards 3.0% yy over five years on sufficient domestic policy support maasures
but is still imited by structural (nduding infrastructure such as freight transport) constraints. Global fnancial market
risk serdment is neutral %0 positive. South Alica is in the BB credit rating catenory bracket as fiscal consolidation
(dedt 10 GOP stabiisation) occurs, leading to some positive outiooks. The rand stsbilses and somewhat,
inflation s impacted by the course of weather patierns Wa food price inflation. A modest raneition to renewabie ensegy
mﬁmn“hmd“ﬂwmhmnwmm
without compersation oocurs and has no signficant negative effect on econcery, there i no nasonaleation. South
m-mmw-»nmmm Bt do not exacerbate.

Q425 Q126 Q226 Q326 Q426

USD/Rand (average) 10.50 1910 2000 2050 2080 2100 2060 2040
Raporu(endmln 750 8.00 850 875 9.50 950 950 925
The international ernironment (incl risk sentiment) is that of the base came. South Alrica fals 10 see govermment debt
Mus.muwammmm)m‘ﬁmmmsmwm
occurs. Business confidence remaine depressed, load shedding and freight (infrastructure) corstraints worsen, weak
mﬂwmeMmm conddons, marked rand weakness, Littie
transtion 10 renewable energy of measures to alieviate the impact of dimate change. Very Imitied expropriation of
private sacior property without compersation, with a dight negative impact on the economy. Substantial Sscal
consolidation Uitimariely occurs, preventing ratings faling into the C grades. The greviisting is lengtty.
Q125 Q225 Q325 Q425 Q126 Q226 Q326 Q426
USD/Rand (average) 1850 2050 2080 2110 2150 2190 2180 21.20
Repo rate (end rate) 7.50 9.00 975 11.00 1150 1100 1075 10.50
inemationally. Very high inflation on very adverse weather condtions, severe rand weakness. SA rated single B fom
ammmwwc&:qm.wmamwmwmw
borrows fom increasingly wider sources, sinks deeper into a debt trap, widespread, severe senvioes load sheddng,
mcﬁﬂuﬂpﬁdm FﬂnbeMw“mthmdm

Note: Event risk beqins Q2 25. Source: Investec

2026 2027

Q125 Q225 Q325 Q425 Q126 Q226 Q326 Q426 Q127 Q227 Q327 Q427

1850 1980 2000 2050 2080 2100 2060 2040 2030 2040 2050 20.30
2329 2578 2660 2747 2818 2877 2843 2815 2761 2734 2706 2639
1947 2206 2290 2378 2444 2499 2472 2448 2416 2428 2419 2395
824 739 725 707 68 667 667 662 665 657 649 650
2058 2337 2410 2490 2546 2590 2548 2511 2446 2400 2330 2256
1161 1230 1290 1333 1362 1386 1370 1367 1401 1408 1415 1401
126 130 133 134 136 137 138 138 136 134 132 130
106 111 115 116 118 119 120 120 119 119 118 118
152 146 145 145 143 140 138 135 135 134 133 132
Note: averages, Source: Investec, Iress



Severe Down Case: Exchange Rate forecasts
2025

USD/ZAR
GBP/ZAR
EUR/ZAR
ZARIJPY

AUDZAR
GBP/USD
EURUSD
USD/IJPY

Q1.25
1850
2329
1947
824
20.58
1161
126
1.05
152

Q225
20.50
26.69
2284
7.14
24.19
1273
1.30
i
146

Q325 Q425
2090 21.10
2780 2827
2393 2448
694 687
2519 2563
1348 1372
133 134
115 116
145 145

Up Case: Exchange Rate forecasts
2025

USD/ZAR
GBP/ZAR
EUR/ZAR
ZARIJPY
CHFZAR
AUDZAR
GBP/USD
EURUSD
USD/JPY

Q1.25
18.50
2329
19.47
824
20.58
11.61
126
1.05
152

Q225
17.50
2279
19.49
836
2065
10.87
1.30
1.1
146

Q325 Q425
1660 16.30
2208 2184
1901 1891
873 890
2001 1980
10.71 1060
133 134
115 116
145 145
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USD/ZAR
GBP/ZAR
EUR/ZAR
ZAR/JPY
CHFZAR
AUDZAR
GBP/USD
EURUSD
USDIIPY

Q1.25
18.50
2329
1947
824
20.58
1161
126
1.05
152

Q225
17.00
2214
18.94
860
20.06
10.56
1.30
1.1
146

Q325 Q425
16.00 1530
2128 2050
1832 1775
906 948
1928 1858
1032 995
133 134
115 116
145 145

2026 2027
Q126 Q226 Q326 Q426 Q127 Q227 Q327 Q427
2150 2190 2180 2120 2110 2120 2130 2110
2913 3000 3008 2926 2870 2841 2812 2743
2526 2606 2616 2544 2511 2523 2513 2490
663 639 631 637 640 6.32 6.24 626
2631 2701 2697 2609 2542 2494 2420 2344
1408 1445 1450 1420 1456 1463 14.70 1456
1.36 1.37 1.38 138 1.36 134 1.32 1.30
118 119 120 120 119 1.19 1.18 1.18
143 140 138 135 135 134 133 132
Note: averages, Source: Investec, Iress
2026 2027
Q126 Q226 Q326 Q426 Q127 Q227 Q327 Q427
1610 1600 1605 1610 16.15 1610 1620 16.10
2182 2192 2215 2222 219 2157 2138 2093
1892 1904 1926 1932 1922 1916 1912 1900
885 875 857 839 836 832 821 820
1971 1973 1986 1982 1946 1894 1841 1789
1055 105 1067 1079 1114 1111 1118 111
136 1.37 1.38 138 136 134 132 1.30
1.18 1.19 120 120 1.19 1.19 1.18 1.18
143 140 138 135 135 134 133 132
Note averages, Source: Investec, Iress
2026 2027
Q126 Q226 Q326 Q426 Q127 Q227 Q327 Q427
1500 1490 1480 1465 1460 1455 1450 1430
2033 2041 2042 2022 1986 1950 1914 1859
1763 1773 17.76 1758 1737 1731 1711 1687
950 940 929 922 925 921 917 923
1836 1837 1831 1803 1759 1712 1648 1589
983 983 984 982 1007 1004 1001 987
1.36 137 1.38 1.38 1.36 134 1.32 1.30
1.18 119 1.20 1.20 1.19 119 1.18 1.18
143 140 138 135 135 134 133 132

Note: averages, Source: Investec, Iress



