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Rand note: rand has weakened in anticipation of the FOMC meeting, with oil exporting
EMs seeing some currency gains, particularly those which have lifted interest rates
while the elections results are coming through

Emerging Markets currency depreciation (-) %, appreciation (+) %
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Emerging Markets Implied Volatilities — values 2 November 2021

Turkish Lira I 155
Brazilian Real I 12 25
Chilean Peso I 17 .66

South African Rand 16.7
Colombian Peso I 1333
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Emerging Markets Implied Rates - values 2 Novemnber 2021
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Emerging Markets Interest Return — values 2 November 2021
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The domestic currency ran to R15.49/USD ahead of tomorrow’s US FOMC meeting
outcome, with market participants fearing indications of a quickening in FOMC member’s
interest rate hike forecasts, although the actual dot plot forecast graph is not due.
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The FOMC meeting tomorrow night is hoped to give a clear indication on whether there is
a reduction in dovishness of the FOMC. A start to QE tapering would be an indication of
a reduction, as would any marked worries on inflation, but would be negative for the rand.

The US PCE deflator out last week at 4.4% is high, but in line with expectations, while the
US GDP outcome disappointed down to 2% g/q annualised, versus previously 6.7% and
expected at 2.6% for Q3.21.

However, October is showing some good University of Michigan readings, while the ISM
readings are up into the 70s also for October. Even the Markit PMI was above 50 for the
US last month. However, inflation readings are high across the board.

The mixed data for Q3.21 in the US, versus individual economic data reading in October
for a number of areas of activity, appears to be indicating a lift in GDP in Q4.21, although
only one month’s partial set of data may be too sparse for the FOMC.

Additionally, while the inflation readings have proved much stickier than initially thought,
the FOMC has not panicked about them, with wage increases pushing up, showing
second round effects, but these are also due to labour shortages.

Markets are worrying over FOMC QE easing, and this is afflicting the rand today, and will
likely continue to do so tomorrow until the meeting tomorrow night. South Africa’s
municipal election results are starting to come through today.

With 40% counted by 4pm today, the results reported so far show the ANC at 47% of the
vote, the DA 23%, EFF 10%, IFP 4% and the remaining parties all below 4.0% each for
the tally nationally, but with very mixed results in municipalities.

Having reached R15.49/USD today, the rand has strengthened somewhat to
R15.42/USD, and will likely remain volatile and weak ahead of the FOMC meeting, and
with risks from the election outcome. So far the rand averages R14.81/USD for the month
of October.

Please scroll down to the second section below
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Long-term trend of the rand
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Emerging Markets Cammy Return — values 2 NMovember 2021
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Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422

Extreme USD/Rand (average) 1496 1413 1464 1380 1330 1300 1290 1280
Up case Repo rate (end rate) 350 3.50 3.50 325 325 325 325 325
1% Impact of Covid-19 pandemic very rapidly resolved - economic growth of 3-5%, then 5-7% for SA. Good

govemance, 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 global growth, commodity boom. Stabilisation of credit ratings, then credit rating upgrades

Up case Q121 Q221 Q321 Q421 Q122 Q222 Q3.22 Q422
2% USD/Rand (average) 1496 1413 1464 1400 1350 1340 1320 1300
Repo rate (end rate) 350 350 350 350 3.50 350 350 375

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 (government 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 Q221 Q321 Q421 Q122 Q222 Q3.22 Q4.22

Base USD/Rand (average) 1496 1413 1464 1480 1465 1485 1510 1490
case Repo rate (end rate) 350 350 350 375 4.00 4.00 425 450
48% 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 stabilises
then improves. Expropriation of private sector property is limited 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 Q3.22 Q422

Lite USD/Rand (average) 1496 1413 1464 1550 1600 1665 1690 17.00
(domestic) Repo rate (end rate) 350 350 3.50 375 4.00 425 450 475

Down The international environment (including risk sentiment) is that of the base case. South Africa fails 1o see
case its debt projections stabilise and falls into single B credit ratings from all three agencies for local and
43% 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,

Q121 Q221 Q321 Q421 Q122 Q222 Q3.22 Q4.22

Severe  USD/Rand (average) 1496 1413 1464 1600 1680 1750 1800 1850
down Repo rate (end rate) 350 350 350 4.00 450 475 500 525

case Lengthy global recession, global financial crisis ~ insufficient monetary and other policy supports to growth
6% domestically and internationally. Depression in SA, unprecedented rand weakness. Nationalisation of

private sector property (title deeds not transferred to individuals) SA rated single B from all three key
agencies, with further rating downgrades eventually occurring into CCC grade and lower to D (default) as
government finances deteriorate (debt projections elevate 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.
Nata+ Fuant rick hanine 04 21 Saurre- Invacter

The IEC says SA’s election results will be finalized by the end of today, but has also not
given a figure yet of voter turnout. However, polls for low voter turnout are so far bearing
out with the results that have come in so far.

42.6 million South Africans are able to vote, but only 26.2 of these are registered to vote,
i.e. 62%. Furthermore, not more than about 50% of these or around 27% are expected to
turnout to vote with Ipsos survey outcomes based on the level of apathy in a low scenario.

Under a medium voter turnout, there is a 42% turnout and a high turnout is 59%. The most
probable outcome may be between the medium and high turnout scenarios. The ANC is
seen to gain 47% of the vote and the DA 24% under the medium scenario.
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Not all parties surveyed potential outcomes are given, but Action SA is surveyed at 3.0%,
IFP 2.7%, FF+1.3% and ACDP 0.7% all under the medium voter turnout scenario, and the
outcome may be around half that of the DA for the EFF.

Ipsos warns “(t)he performance of political parties is influenced fundamentally by different
turnout outcomes.” A low turnout is now shown at 39% ANC support and 32% for the DA,
while a high turnout is 46% ANC, 24% DA.

“For instance, a low turnout scenario will be to the benefit of the DA, and the detriment of
the ANC. The model is not linear and different scenario’s influence different parties
differently.” But it should also be remembered it is a poll and not reality.

A low voter turnout is more negative for the ANC and so perceived to be for Ramaphosa,
although by not voting, voters are showing their displeasure at candidates for their wards
and not Ramaphosa himself, but the national outcome is seen to point to 2024.

However, at the general election there is often a more supportive outcome for a popular
president, which should be factored into the ANC elective conference next year, but SA’s
politics are likely to remain noisy and so disruptive to business and investor confidence.

The ANC could work (much) harder on service delivery and eradicating corruption in the
run up to 2024, as well as reducing unemployment. The rest of this year and next is also
likely to see Ramaphosa push for reform and so faster economic growth.

Severe Down Case: Exchange Rate forecasts
021 2022 2023
Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422 123 Q223 Q323 Q423
USDiZAR 1496 1413 1464 1600 1680 1750 1300 1850 1870 1920 1955 19.70
GBP/ZAR 2063 1975 2018 2214 2411 2564 2682 2802 2768 2784 2796 2817
EURZAR 1803 1703 1726 1867 2024 21356 2232 2313 2338 2400 2444 2463
ZARNPY  T.09 T.75 T1.52 T.08 6.90 6.71 6.58 6.46 6.3 599 563 543
CHFZAR 1652 15581 1595 1745 1866 1950 2020 2074 2055 2110 2148 2165
AUDZAR 1156 1088 1076 1178 1260 1313 1368 1425 1459 1498 1525 1537
GBP/USD 1.38 1.40 1.38 1.38 1.43 1.46 1.49 1.51 1.48 1.45 1.43 1.43
EURMUSD 121 1.21 1.18 1.18 1.21 1.22 1.24 1.25 1.25 1.25 1.25 1.25
UsSDPY 106 109 110 113 116 118 119 120 113 115 110 107
Mote: averages, Source: Investec, Iress
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Lite Down Case: Exchange Rate forecasts
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Q121 Q221 Q321 Q421 22 Q222 Q322 Q422 123 Q223 Q323 Q423

USD/ZAR 1496 1413 14864 1550 1600 1665 1690 1700 1750 1760 1750 17.20
GBP/ZAR 2063 1975 2018 2145 2296 2439 2518 2575 2590 2552 2503 2460
EUR/ZAR 1803 1703 1726 1828 1928 2031 2096 2125 2188 2200 2188 2150
ZARMPY T.09 7.75 7.52 73 7.25 7.06 7.01 7.03 6.74 6.53 6.29 6.22
CHFZAR 1652 1551 1585 16590 1777 1855 1896 1906 1923 1934 1923 18490
AUDZAR 1156 1088 1076 1141 1200 1249 1284 1309 1365 1373 1365 1342
GBP/USD 1.38 1.40 1.38 1.38 1.43 1.46 1.49 151 1.48 1.45 143 1.43
EURMUSD 121 121 118 118 121 122 124 125 125 125 125 125
UsSDPY 106 109 110 113 116 118 119 120 118 115 110 107
Mote: averages, Source: Investec, ress

Expected Case: Exchange Rate forecasts
2021 2022 2023

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422 Q123 Q223 Q323 Q423
USD/ZAR 1496 1413 1464 1480 1465 1485 1510 1490 1475 1515 1565 1505
GBP/IZAR 2063 1975 2018 2048 2102 2175 2250 2257 2183 2197 2224 252
EURVZAR 1803 1703 1726 1748 1765 1812 1872 1863 1844 1894 1944 1833
ZARMIPY 7.09 7.75 7.52 7.65 7.92 751 T7.85 8.02 3.00 T7.59 7.07 711
CHFZAR 1652 1551 1595 1614 1627 1655 1694 1670 1621 1665 1709 1654
AUDZAR 1156 1088 1076 1089 1099 1114 1148 1147 1151 1182 1213 1174
GBPUSD 138 140 138 138 143 148 1.49 1,51 148 145 143 143
EURMUSD 1.1 1.21 118 118 1.2 1.22 124 125 125 1235 1258 125
UsDPyY 106 109 110 113 16 118 119 120 18 15 110 107
Mote: averages, Source: Investac, Iress

Up Case: Exchange Rate forecasts
2021 2022 2023
Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422 .23 Q223 Q323 Q423
USIVZAR 1496 1413 1464 1400 1350 1340 1320 1300 1300 1310 1310 1320
GBP/ZAR 2063 1975 2018 1937 1937 1963 1967 1969 1924 1900 1873 1888
EUR/ZAR 1803 1703 1726 1651 1627 1635 1637 1625 1625 1638 1638 1650
ZARNPY  T7.09 T.75 T.52 809 8.59 877 8.98 919 5.08 878 8.40 811
CHFZAR 1652 1551 1595 1527 1499 1493 1481 1457 1429 1440 1440 1451
AUDZAR 1156 1088 1076 1031 1013 1005 1003 1001 1014 1022 1022 1030
GEBPUSD 138 140 138 138 143 146 149 151 148 145 143 143
EURUSD 1.1 1.21 118 118 1.2 122 124 125 125 1258 136 125
usDuPrY 106 109 110 113 116 118 119 120 118 115 110 107
Mote averages, Source: Investec, Iress
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121 Q221 Q3 Q421 Q0122 Q222 Q322 Q422 OM23 Q223 Q323 Q423

USDIZAR 1496 1413 1464 1380 1330 1300 1290 1230 1270 1250 1230 1215
GBPIZAR 2063 1975 2018 1910 1908 1904 1922 1939 1880 1813 1759 1737
EURFZAR 1803 1703 1726 1628 1603 15856 1600 1600 1588 1563 1538 1519
ZARMPY  TO0%  FTSs T2 B2 872 904 919 934 929 8920 894 8@
CHFZAR 1652 1551 1595 1505 1477 1448 1448 1435 1396 1374 1352 1335
AUDZAR 1156 1088 1076 1016 9958 975 9.80 9.86 991 9.75 959 945
GBPUJSD 138 140 1.38 1.38 1.43 1.46 1.49 1.51 1.48 1.45 1.43 1.43
EUR/ISD 1.1 1.21 118 118 1 122 124 125 125 125 125 1.25
USDIJPY 106 109 110 113 116 118 119 120 118 115 110 107

Mote: averages, Source: Investec, Iress

Extreme Up Case: Exchange Rate forecasts
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