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Rand note: the rand fails to see much strength as the credit rating agencies leave
SA's rating unchanged as expected but global factors continue to provide a drag on
EM assets

Emerging Markets currency depreciation (-) %, appreciation (+) %
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USDZAR vs USD index
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Volatile non-resident portfolio net purchases (+)/ sales (-) vs USD/ZAR (monthly averages)
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Long-term trend of the rand
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Risk classes continue to be heavily graduated, with EM assets losing out, particularly in
the currency space while advanced economies continue to see gains particularly in
equities, and this has benefited SA equity prices too, but the rand remains mired weaker.

Figures from Iress and the IFF (Institute of International Financial) show that -R29bn in
bonds owned by foreigners were sold in November net of purchases, after a -R32bn on a
net basis in October, and a loss of -R30bn in September.

Foreigners have also been dumping SA equities on a net basis according to the same
figures, with -R9bn sold off in November, -R20bn in October and -R6bn in September
(August -R11bn), and indeed each month recording a net sell-off this year.

The Fed QE tapering has added to negative foreigner investor perceptions of emerging
markets. The MTBPS recently warranted no change in SA credit ratings from Moody’s and
S&P, with no comment from Fitch either.

Moody's “completed the periodic review of a group of issuers that includes South Africa
and may include related ratings through a discussion held on 14 October 2021. The review
did not involve a rating committee, and this publication does not announce a credit rating
action".

“The (existing) credit profile of South Africa (issuer rating Ba2) reflects the country's "baa3"
economic strength, balancing deep-rooted structural impediments to growth against its
deteriorating but still strong economic resiliency derived from economic diversification”.

Furthermore, “its "baa3" institutions and governance strength based on the country's
robust ranking in the Worldwide Governance Indicators and evidence of the institutions'
capacity to preserve macroeconomic stability”.
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While “its "caa2" fiscal strength reflect(s) the continued, long-standing rise in government
debt levels and deteriorating debt affordability, and its "baa" susceptibility to event risk
driven by political risk and banking sector risk.”

The rand currently averages R15.00/USD so far this quarter, with just over half the quarter
reached. The ongoing negative market sentiment to EM’s risks further vulnerability for the
domestic currency. Both Moody’s and Fitch have retained SA on negative rating outlooks.

Please scroll down to the second section below
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Economic Scenarios: note interest rate hikes pushed out in expected case
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Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q4.22

USD/Rand (average) 1496 1413 1464 1380 1330 1300 1290 1280
Repo rate (end rate) 350 350 350 325 325 325 325 325
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 global growth, commodity boom. Stabilisation of credit ratings, then credit rating upgrades

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422
USD/Rand (average) 14.96 14.13 1464 14.00 1350 1340 1320 13.00
Repo rate (end rate) 350 350 350 350 350 3.50 350 375
Quick rebound from Covid-19 pandemic, rising confidence and investment levels - structural problems
worked down, No further credit rating downgrades, rating outiooks 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 litie deeds) does
not have a negative effect on economy - no nationalisation.

Q121 Q221 Q321 Q421 Q122 Q222 Q3.22 Q4.22
USD/Rand (average) 14.96 1413 1464 1540 1525 1545 1570 1550
Repo rate (end rate) 350 350 350 375 4.00 400 425 450
Recovery from the sharp global economic slowdown by 2024 in real terms— sullicient 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 stabdisation) occurs

Q121 Q221 Q321 Q421 Q122 Q222 Q3.22 Q4.22
USD/Rand (average) 14.96 1413 1464 1550 1600 1665 1690 17.00
Repo rate (end rate) 350 350 350 375 4.00 425 450 475
The international environment (including risk sentiment) is that of the base case. South Africa fails lo see
its debt 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, .,

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q4.22
USD/Rand (average) 14.96 1413 14.64 16.00 1680 1750 18.00 1850
Repo rate (end rate) 3.50 350 350 4.00 450 475 5.00 525
Lengthy global recession, giobal financial crisis — insufficient monetary and other policy supports to growth
domestically and internationally. Depression in SA, unprecedented rand weakness. Nationalisation of
private sector property (litle 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 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.
Note: Event risk begins Q4.21. Source: Investec



SA Economics

Emerging Markets Implied Volatilities — values 22 November 2021

Chilean Peso I 2123

South African Rand 17.08
Braziian Real I 1705
Turkish Lira I 15.42
Russian Ruble I 173
Hungarian Forint I 12,27
Colombian Peso I 12 23
Polish zioty I 1173
Czech Konma IS 561
Romanian Ley I 7 11
South Korean Won  IEEEEEEGEGGGG— 0
Philippine Peso I 5 45
Singapore Dollar I 5 55
Taiwanese Dollar N 3.22
0

o 5 10 15 20

Emerging Markets Implied Rates — values 22 NMovember 2021

25
Source: Bloomberg

Turkish Lira
Erazilian Real
Russian Ruble
Mexican Peso
Chinese Renminbi
Malaysian Ringgit
South African Rand
Indian Rupee
Indonesian Ruiah
Czech Koruna
Hungarian Forint
Philippine Peso
Romanian Leu
Palish Zloty

South Korean Won
Taiwanese Dollar
Singapore Dollar
Hong Kong Daollar
Thai Baht

Source: Bloomberg



SA Economics

Emerging Markets Interest Return — values 22 November 2021
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The rand has weakened to R15.84/USD today, from R15.15/USD on Monday, and
failing to return to R15.15/USD over the course of last week on a sustainable basis,
with EM currencies in general seeing malaise at the start of the FOMC tapering
programme.
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The rand will remain highly volatile, vulnerable to US data releases, particularly any seen
as likely to speed up the tapering of the US asset purchase programme, and in particular
speed up the advent of higher US interest rates.

Emerging market currencies are taking their steer from financial global markets, and
global investor sentiment, with concerns over high inflation yet to abate, while international
oil prices are still elevated, only having seen very mild easing last week.

The fourth wave of COVID-19 continues to build globally, with the US seeing its infection
curve now on an upwards trajectory, while the UK is experiencing ongoing upwards
momentum in its curve which rocketed higher in July and is still yet to subside.

Germany is seeing a particularly sharp climb in cases now in its fourth wave, and the next
wave of COVID-19, while not yet apparent in SA, may be building, with 687 new cases
reported yesterday, versus 205 new cases on 7" November, and 398 on 15" November.

SA may be seeing its fourth wave build, beginning in November as was feared, as the
start of a new wave of COVID-19 infections is usually slow to rise and so in a months’ time
may be more apparent, if indeed this is the start of SA’s fourth wave.

The COVID-19 numbers are very low in SA currently, while vaccinations are at 24.6
million. Currently, 42 doses have been administered out of 100 people in South Africa
(Bloomberg), and so SA remains at risk, with thirteen months estimated for SA to reach
75%.

The global time to 75% vaccination of the world’s population is three months in
comparison, while 27 countries have already reached this mark. The new delta variant,
AY4.2, has been reported as possibly more infectious than the delta variant itself.

The rand is reflecting risk aversion, globally towards EM currencies. Should the fourth
wave underway globally become severe, this would also increase risk-off and could see
the rand weaken somewhat further.

Severe Down Case: Exchange Rate forecasts
2021 2022 2023
Q121 Q221 Q3 Q421 Q122 Q222 Q322 Q422 123 Q223 Q323 Q423
USDVZAR 1496 1413 1464 1600 1680 1750 1800 1850 1870 1920 1955 1970
GBPZAR 2063 1975 2018 2214 2411 2564 2682 2802 276E 2TE4 2796 2817
EURZAR 1803 1703 1726 1887 2024 2135 2232 2313 2338 2400 2444 2463
ZARIPY 709 T.75 T.52 Tos8 65.90 6.T1 6.58 646 6.3 599 563 543
CHFZAR 1652 1551 1595 1745 1866 1950 2020 2074 2055 2110 2148 2165
AUDZAR 1156 1088 1076 1178 1260 1313 1368 1425 1459 14938 1525 1537
GBPUSD 138 1.40 1.38 1.38 143 1.46 1.49 151 1.48 1.45 1.43 143
EURUSD 121 1.21 1.18 118 121 1.22 1.24 125 126 125 1.25 125
USDIJPY 106 109 110 113 116 118 119 120 118 115 110 107
Mole: averages, Source: Investec, lress
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Lite Down Case: Exchange Rate forecasts

ANTA

o121 Q221 Q31 Q41 a2z Q222 Q322 Q422 G123 Q223 Q323 Q423

USDVZAR 1456 1413 1464 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
ZARIJPY  T09 7.75 752 i3 7.25 7.06 T7.01 7.03 6.74 6.53 6.29 6.22
CHFZAR 1652 1551 1595 1690 1777 1855 1896 1906 1923 1934 1923 1890
AUDZAR 1156 1088 1076 1141 1200 1249 1284 1309 1365 1373 1365 1342
GBPUSD 138 1.40 138 1.38 1.43 1.46 1.49 1.51 1.48 1.45 1.43 1.43
EURUSD 1.1 121 118 118 121 122 124 1235 125 125 128 125
USDIPY 106 109 110 113 116 118 119 120 118 115 110 107
Mole: averages, Source: Investec, Iress

Expected Case: Exchange Rate forecasts
2021 2022 2023

Q121 Q221 QG321 Q421 0122 Q222 Q322 Q422 Q123 Q223 Q323 Q423
USDIZAR 1496 1413 1464 1540 1525 1545 1570 1550 1535 1575 1615 1565
GBFZAR 2063 1975 2018 2138 2188 2263 2339 2348 2272 2284 2309 2238
EURZAR 1803 1703 1726 1823 1838 1885 1947 1938 1919 1969 2019 1956
ZARIPY T7.09 T.75 T.52 T7.13 T.02 6.80 6.62 6.71 6.84 6.79 6.63 6.84
CHFZAR 1652 1551 1595 1658 1641 1663 1708 1685 1687 1721 17758 17.20
AUDZAR 1156 1088 1076 1135 1144 1159 1193 1194 1197 1220 1260 1221
GBPUSD 138 1.40 1.38 1.38 143 1.46 1.49 151 148 1.45 143 143
EURUSD 1.2 1.21 1.18 1.18 1.2 122 1.24 125 1.25 1.25 1.25 1.25
UsSDUIPY 106 109 110 113 116 118 119 120 118 115 110 107
Mote: averages, Source. Investec, Iress

Up Case: Exchange Rate forecasts
2021 2022 2023
Q121 Q221 Q321 0421 0122 Q222 Q322 Q422 23 0223 Q33 43
USDVZAR 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 1688
EUR/ZAR 1803 1703 1726 1651 1627 1635 1637 1625 1625 1638 1638 1650
ZARIPY 709 775 752 gos 859 877 898 519 908 8T8 B840 &M
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
GBRPWSD 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 121 121 118 118 121 122 124 125 125 125 125 135
USDLPY 106 109 110 113 116 118 119 120 118 115 110 107
Mote averages, Source: Investec, Iress
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a1z Q221 Q3 Q4 Q122 Q222 Q322 Q422 Q123 Q223 Q323 Q423

USDIZAR 1496 1413 1464 1380 1330 1300 1290 1280 1270 1250 1230 1215
GBPFZAR 2063 1975 2018 1910 1903 1904 1922 1939 1880 1813 1759 1737
EURFZAR 1803 1703 1726 1628 1603 1586 1600 1600 1588 1563 1538 1519
ZARUJPY  TO9  TTS  TH2 B BT2 S04 919 934 929 920 8W4 am
CHFZAR 1652 1551 1595 1505 1477 1448 1448 1435 1396 1374 1352 1335
AUDZAR 1156 1088 1076 1016 998 975 9.80 986 99 9.75 9.59 948
GBPUSD 138 1.40 1.38 1.38 1.43 1.46 1.49 1.51 148 1.45 1.43 1.43
EURUSD 121 121 118 1.18 1.21 1.22 1.24 125 125 125 128 1.25
USDUIPY 106 109 110 113 116 118 119 120 118 115 110 107

Note: averages, Source: Investec. Iress

Extreme Up Case: Endlmg;iﬁlllhm



