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Rand note: the rand is on track to average R14.55/USD this quarter, and will likely
benefit for as long as the Fed’s dovish tone persists towards its future planned

monetary policy normalisation, but COVID-19 waves still remain a risk

Expected Case: Exchange Rate forecasts

2021 2022 2023

Q121 Q221 Q3 Q42 122 Q222 Q32 Q4322 Q1323 Q2323
USDIZAR 1496 1413 1455 1445 1445 1485 1515 1475 1455 14495
GBP/ZAR 2063 1975 1987 2000 2066 2153 2242 2234 NM53 268
EURZAR 1803 1703 1736 1748 1770 1827 1886 1859 1819 1869
ZARLIPY 7.09 775 7.52 7.40 7.27 T.00 6.86 7.05 T22 T.16
CHFZAR 1652 1551 1579 1575 1580 1616 1655 1616 1500 1643
AUDZAR 1156 1088 1106 1134 1156 1188 1212 1180 1135 1166
GBF/USD 138 1.40 1.37 1,38 1.43 1.45 1.48 1.51 1.48 1.45
EURMISD 121 121 1.19 1.21 123 123 1.25 126 125 1.25
USDIJIPY 106 109 108 107 105 104 104 104 106 107

Q323
15.35
21.95
19.19
6.97
16.87
11.97
1.43
1.25
107

2423
14.85
21.24
18.56
721
16.32
11.58
1.43
1.25
107

Mote: averages, Source: Investec, Iress

United States — new cases

12 Sept 2021
New cases: 36 953
T-day avg: 145 724
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Source: The New York Times
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United States - Hospitalisations

11 Sep 2021 T-day average
150000 People hespitalized 95,400
People in intensive care 25776
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Source: Qur World in Data

United States - Vaccinations

11 Sept 2021
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1st January P020 to 31st December 2020 1st January 2021 to 13 September 2021
849 Bulgarian Lev 3.6 South African Rand
6.6 Chinese Renmink 2.1 Taiwanese Dollar
6.4 South Korean Wa 1.9 Russian Ruble

6.1 Taiwanese Dollar 1.1 Chinese Renminbi
58 Chilean Peso 0.1 Mezxican Peso

56 Czech Koruna Czech Koruna

54 Fhilippine Peso Hungarian Forint

Malaysian Ringgit Hong Kong Dollar
Singapore Dollar

Emerging Markets currency depreciation (-) %, appreciation (+) %
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Source: Bloomberg

The US has seen a small dip in its third wave, but it is too early to be certain this signifies
an actual moderation in the wave itself, and the path of COVID-19 remains uncertain, both
in the US and overall globally, with further waves expected over next year too.

The Fed has sounded caution on normalising monetary policy in the face of this
uncertainty, which has benefited the rand and some other risk-on trades but has also
caused some volatility, with focus on US economic indicators for when QE tapering will
begin.

US inflation remains historically high, due in large part to disruptions to both the US and
global economies by COVID-19. Key is supply chain disruptions, aside (but not removed)
from high commodity prices, and supply chain pressures are not likely to disappear in the
short term.

Higher US interest rates would not help in forcing down supply side inflation pressures,
and nor indeed would reducing QE either to address supply side price pressures, while
the US economy is generally being recognised as having hit its growth peak this year in
Q2.21.

The US third wave of COVID-19 infections has prevailed over Q3.21, and this will have
dampened the quarter’'s growth rate, having already been shown to have dampened
consumer and business confidence, and having some impact in activity in monthly
indicators.

The US’s third wave has also had a marked, negative impact on the labour market, and
this is not yet at an end. The US shows hospitalisations in the third wave are not yet
declining, deaths are still increasing, and this has added to fears, impacting joining the
labour market.
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Recent weakish US labour market figures have been ignored by many hawkish
proponents for sooner monetary policy normalisation, as has the heavily supply-side
nature of inflation, but this does not mean some demand side price pressures have not
been evident.

However, worryingly, scientists point not only to fourth and additional waves of COVID-19
globally running through next year, but also of the risk of variants significantly immune to
current vaccines, and even these mutations forming in the delta variant.

Consequently, it remains highly uncertain still what the path will be for COVID-19, the virus
has not reached its end, and the Fed is cognisant of this, taking a balanced approach to
providing monetary policy support to the economy - but also a longer-term view.

Please scroll down to the second section below
Emerging Markets Implied Volatilities — values 13 September 2021

Brazilian Real I 1 8
Colombian Peso I 14.11
South African Rand 13.82
Turkish Lira I 13.09
Russian Ruble INIINIENEGNGNGNNNNNNN 539
Hungarian Forint [ NNNENEGEGEGEEEEEE 7 02
Polish zloty NG 763
South Korean Won NG 7 15
Czech Koruna [N 65
Philippine Peso [IINNINEGGN - -5
Romanian Leu NG £ 04
Taiwanese Dollar NG 3.5
Singapore Dollar [NNIIGEGE - 47
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Source: Bloomberg
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Tukish Lira

Emerging Markets Implied Rates — values 13 September 2021
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Emerging Markets CDS Spreads — values 13 September 2021
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Emerging Markets Interest Return — values 13 September 2021
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Should many in the scientific community prove correct on the path of COVID-19, there will
not be a quick, permanent rebound from the impact of COVID-19, but instead what is
becoming more likely as the virus devolves are further disruptions to economic activity.
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Some of the push from commentators for the US to normalise its monetary policy more
rapidly than it is signalling may well be coming from this desire to get past COVID-19 as
quickly as possible, which could be clouding judgements.

However, supply blockages and bottlenecks, high prices of transportation and logistics
and other impediments to the global supply chain are not quickly overcome, nor have they
been overcome, and these cannot be ignored as key price drivers, as have been base
effects.

This does not mean that US monetary policy normalisation is not appropriate, and should
not occur, but rather that a cautious approach is needed instead, and the Fed may even
become more cautious should the US third wave linger, instead of subsiding quickly.

The previous two waves (based on seven day rolling averages) of the US’s COVID-19
infections saw substantial stops and starts in building their peaks, with the larger second
wave seeing some marked drops in infections before a second and third mini peak.

The US also saw a particularly flat, but lengthy, first wave of COVID-19 infections, and so
a peak on a first lengthy plateau on marked lockdown. The third wave in contrast sees a
much more open economy, and is still showing daily infections spiking up.

The US third wave could well run into October, and this will worry potential labour market
participants, as well as affect economic activity, and if it worsens, would also negatively
affect market sentiment and so could cause rand weakness.

There is a balance for the rand, and the strength in the US economy to date, and
improvements in the US labour market, along with the Fed’s mature approach to higher
inflation through signalling it is not an immediate concern, has supported market optimism.

However, should the US economy show markedly slowing growth, even less appetite for
labour market participation and indeed exits from the labour market, financial markets
could turn risk off, with resultant rand weakness — which is still a risk.
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Economic Scenarios: note interest rate hikes pushed out in expected case

Extreme
Up case
1%

Up case
2%

Base

48%

Lite
(domestic)

43%

Severe

88

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422

USD/Rand (average) 1496 1413 1350 1320 1300 1290 1280 1270
Repo rate (end rate) 350 350 325 325 325 325 325 325
Impact of Covid-19 pandemic very rapidly resolved - economic growth of 3-5%, then 5-7% for SA. Good
governance, growth-creating reforms (structural constraints overcome), strengthening of property rights -
individuals obtain title deeds in EWC ~ no nationalisation. High business confidence and fixed investment
growth, substantial FDI inflows, strong fiscal consolidation (government debt falls back to low ratios of
2000s). Strong giobal growth, commodity boom. Stabilisation of credit ratings, then credd rating upgrades

Q121 Q221 Q321 Q421 Q122 Q222 Q3.22 Q422
USD/Rand (average) 1496 1413 1370 1350 1330 1340 1320 13.00
Repo rate (end rate) 350 350 350 350 350 350 350 350
Quick rebound from Covid-19 pandemic, rising confidence and investment levels - structural problems
worked down. No further credit rating downgrades, rating outlooks move to stable and eventually positive,
strong fiscal consolidation (govemment debt projections fall substantially). Global risk-on, global demand
quickly returns to trend growth. Limited impact of expropriation without compensation) to abandoned,
unused, labour tenants' and government land (individuals are new owners and receive title deeds) does
not have a negative effect on economy - no nationalisation.

Q121 0221 Q321 Q421 Q122 Q222 Q322 Q422
USD/Rand (average) 1496 1413 1455 1435 1445 1485 1515 1475
Repo rate (end rate) 350 350 350 350 350 350 375 375
Recovery from the sharp global economic slowdown by 2024 in real terms— sufficient global and domestic
monetary and other policy supports to growth and financial markets occur and risk sentiment stabikises
then mmproves. Expropriation of private sector property is imited and does not have a negative impact on
the economy or on market sentiment. SA remains in the BB category rating bracket for Moody's ~ fiscal
consolidation (debt to GDP stabilisation) occurs

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422
USD/Rand (average) 14.96 1413 1515 1550 1600 1665 1690 17.00
Repo rate (end rate) 350 350 375 375 4.00 4.00 425 425
The international environment (inciuding risk sentiment) is that of the base case. South Africa fais 1o see
its debl projections stabilise and falls into single B credit ratings from all three agencies for local and
foreign currency. Recession occurs, Expropriation of some private commercial sector property without
compensation, with some negative impact on the economy. Business confidence depressed, rand
weakness, significant load shedding and weak investment growth. Substantial fiscal consolidation
ultimately occurs, preventing ratings falling into the C grades.

Q.21 Q221 Q321 Q421 Q122 Q222 Q322 Q422
USD/Rand (average) 14,96 1413 1565 1640 1700 1750 1800 1850
Repo rate (end rate) 350 350 400 4.00 450 450 5.00 5.00
Lengthy global recession, global financial crisis — insufficient monetary and other policy supports to growth
domestically and internationally. Depression in SA, unprecedented rand weakness. Nationalisation of
private sector property (title deeds not transferred to individuals) SA raled single B from all three key
agencies, with further rating downgrades eventually occurring into CCC grade and lower to D (default) as
government finances deleniorate (debl projections elevale even further - fail to ever stabilise. Government
borrows from increasingly wider sources as it sinks deeper into a debt trap), eventually include widespread

services load shedding, strike action and civil unrest,
Note: Event risk begins Q3.21, Source: Investec
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Lite Down Case: Exchange Rale forecasis

MNTA

121 Q221 Q3 Q421 22 Q2322 Q322 0422 123 Q223 0323 Q423

USD/ZAR 1496 1413 1515 1550 1600 1665 169590 1700 4750 4Te&0 1750 17.20
GBRZAR 2063 1975 2069 2146 2288 2414 2501 2575 2590 2552 2503 2460
EURZAR 1803 1703 1807 1876 1960 2048 2104 2142 2188 2200 2188 2150
ZARMPY  T.09 775 T23 690 696 625 6.15 612 6.00 6.08 6.11 6.22
CHFZAR 1652 1251 1645 1690 17.50 1812 1546 1863 1923 1934 1923 1890
AUDZAR 1156 1083  11.52 1247 1280 1332 1352 1380 1365 1373 1385 1342
GEP/USD 1.38 1.40 137 138 1.43 145 143 1.51 1.48 1.45 143 143
EURUSD 1.1 121 119 1.2 1.23 123 125 1.26 1.25 125 125 1325
USDAPY 106 109 109 107 105 104 104 104 106 107 107 107
Mote: averages, Source: Investec, Iress

Up Case: Exchange Rate forecasts
2021 2022 2023
Q12 Q221 Q3 Q4 M2 Q22 Q322 422 o123 Q223 0323 0423
USDZAR 1496 1413 1370 1350 1330 1340 1320 1300 1280 1280 1255 1230
GBRFZAR 2063 1975 1871 1889 1902 1943 1954 1969 1894 1827 17985 1759
EURZAR 1803 1703 1634 1634 1629 1648 1643 1638 1600 1575 1569 1538
ZARGPY 709 775 T99  TO93  TE9 .76 788 800 320 849 853 870
CHFZAR 1652 1551 1487 1472 1455 1459 1442 1424 1407 1385 1379 1352
AUDZAR 1156 1085 1042 1080 1064 1072 1056 1040 995 983 979 959
GEPUSD 138 140 137 138 143 145 148 151 148 145 143 143
EURUSD 1.21 121 119 1.21 123 123 125 126 125 125 125 125
UsDUPY 106 109 109 107 105 104 104 104 106 107 107 107
Mole averages, Source: Investec, Iress

Extreme Up Case: Exchange Rate forecasts
2021 2022 2023
Q121 Q2 Q3 Qa1 o122 Q2 QX G422 23 Q223 Ql 23 Q423
USDVZAR 1496 1413 1350 1320 1300 129 1280 1270 1250 1230 1215 1200
GEBPZAR 2063 1975 1843 1827 1859 1870 1894 1924 1850 1784 1737 1716
EURZAR 1803 1703 1611 1597 1593 1587 1594 1600 1563 15338 1519 1500
ZARNPY  T.09 1.75 &N an 808 806 813 819 840 870 881 892
CHFZAR 1652 1551 1465 1439 1422 1404 1398 1391 1374 1352 1335 1319
AUDZAR 115 1088 1027 1036 1040 1032 1024 1016 975 9.59 548 93
GBPAUSD 138 1.40 137 1.38 1.43 1.45 148 151 148 1.45 1.43 1.43
EURUSD 1.2 1.21 1.19 121 123 123 1.25 1.26 1.25 1.25 1.25 1.25
USDHIPY 106 109 109 107 105 104 104 104 106 107 107 107
Hote: averages, Source: Investec, Iress
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Severe Down Case; Exchange Rate forecasts
2021

USDVZAR
GEPTZAR
EURFZAR
ZARMIPY
CHFZAR
AUDZAR
GBP/USD
EURAISD
USDEIEY

a1
14.96
20063
15.03
7.09
16.52
11.56
1.38
1.21
106

Q221
1413
18.75
17.03

7.75

15.51

1085
1.40
1.21
108

Q3.2
15.65
21.37
18.67
T.00
16.99
11.90
1.37
1.19
108

4.2
16.40
2270
19.84
6.52
17.88
1287
1.38
121
107

Q1,22
17.00
2431
20.83
618
1859
13.60
143
123
105

2022

0222
17.50
2237
21.53

5.94
19.05
14.00

1.45

123

104

Q322
18.00
26.64
2241
5.78
19.66
14.40
1.48
125
104

Q422
18.50
28.02
233
562
2027
14.50
1.51
1.26
104

Q1.23
18.70
27.68
2338
561
20.55
14.59
1.48
1.25
106

2023

Q223
13.20
27.84
24.00
557
21.10
1493
1.45
1.25
107

Q323
19.55
27.96
2444

547
2148
1523

1.43

1.25

107

A

04.23
19.70
2817
2463
5.43
2185
13.37
1.43
1.25
107

Hote: averages, Source: Investec, Iress




