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Rand note: the volatile domestic currency tracks above R15.00/USD, its weakest level
in a month, as global financial market risk aversion rises from a number of sources

Expocted Case: Exchango Rato forecasts
2021 2022 2023

Q121 Q221 Q321 Q421 Q122 Q222 Q322 422 Q123 Q223 Q323 Q423
USDIZAR 1496 1413 1455 1445 1445 1485 1515 1475 1455 1495 1535 1485
GBP/ZAR 2063 1975 1087 2000 2068 2153 2242 2234 M5 Mes 195 M24
EURZAR 1803 1703 1736 1748 1770 1827 1886 185% 181% 1869 1919 1856
ZARIJPY 7.09 775 752 7.40 T.27 7.00 6 85 T.05 7.22 7.16 887 r21
CHFZAR 1652 1551 1578 1575 1580 1616 1655 1618 1599 1643 1687 1632
AUDZAR 1156 1088 1106 1134 115 1188 1212 1180 1135 1166 1197 1158
GBPUSD 138 140 137 138 143 145 148 151 148 145 143 143
EURUSD 121 121 119 121 123 123 125 126 125 125 125 125
USDUPY 106 106 109 107 105 104 104 104 106 107 107 107
Note: averages, Source: Investec, ress
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Emerging Markets Interest Return - values 27 September 2021
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Emerging Markets Carry Return - values 27 September 2021
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Emerging Markets currency depreciation (-) %, appreciation (+) %
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Markets have continued to digest last week’s FOMC’s statement, which was initially
perceived as balanced, with some dovish concerns, but worries have since been rising
over the timing of forthcoming tapering, with US treasuries’ yield lifting.

Markets have also fretted over the elevation in FOMC member expectations for the target
rate in 2023, with worries that this could show an increasingly hawkish bent, and so
potentially tapering as early as the November meeting.

Markets are risk-off, also still concerned about reductions in democracy in China and Hong
Kong, as China increases state authoritarianism, heightening regulatory restrictions on
consumer and tech businesses and so worrying foreign financial investors into these
areas.

The rand has reached R15.08/USD today, although subsequently pulled back to
R15.02/USD, with the domestic currency on course to average around R14.60/USD for
his quarter, although Q4.21 at risk.

South Africa has also seen its election season kick off with the release of parties’
manifestos over this weekend and into this week (the ANC is still to release its guiding
document), also adding to the risky environment the rand is currently facing.

China has also brought through a clampdown on crypto currencies, causing these to
weaken, and the regulatory tightening in the tech sector has been very severe in general
this year, negatively affecting corporate giants in the industry, and investors exposures
to them.
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Credit stress is now seen as an increasing risk, with China cracking down on debt (in
particular speculation funded with debt) and its overheating housing market adding to
stresses, with the communist state also seeking to gain some control over house prices.

Indeed, Chinese property firm, the over leveraged Evergrande, is being seen as having
the negative potential of Lehman brothers collapse, although expectations are growing
that the Chinese government could bail it out.

Nevertheless, a slew of factors are creating rising risk aversion in financial markets,
currently, and the rand is likely to remain volatile, with some dependence on the direction
China may take on a potential Evergrande bailout to avoid its default on upcoming debt.

Please scroll down to the second section below

Long-term trend of the rand
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Volatile non-resident portfolio net purchases (+) sales (-) vs USDIZAR (monthly averages)
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USDZAR vs US 10-year bond (%) = USGB yield inverted
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September and October have often seen rand volatility, and markets are still experiencing
some lingering seasonal risk aversion which typically arises over the northern hemisphere
summer period as market players reduce risk asset holdings ahead of vacations.

On returning to the markets, risk and reward is reassessed, and investments can be
delayed as risk expectations are recalibrated, particularly with new incoming information,

such as the now perceived more hawkish leaning of the FOMC that markets have decided
on.

While the potential collapse of the Chinese property giant will have a negative effect on
China’s domestic markets, it is not expected to see a systemic risk through global financial
markets currently, and so there is room for some subsidence of risk aversion.
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However, it is not yet clear that there will be minimal impact, and this week could see
further volatility in risk assets, with the rand having the potential to subside back towards
the R14.80/USD, but no certainty.

Also in the risk sphere is the re-occurrence of US fiscal cliff concerns, and this is adding
to the overall negativity. Republicans in particular are proving resistant to Biden'’s stimulus
package, particularly components lowering childcare and education costs.

In Europe’s largest economy, a divided election saw Germany’s two main parties at odds
with forming its new government, although the poor showing of the countries extreme left
party caused relief, given its aim of tightening regulations, tax hikes and freezes on rent
increases.

Oil prices have also lifted as well, negative for global inflation and so also seen as
encouraging earlier tapering in the US, and the moderation in the US’s COVID-19 third
wave of new infections is seen as positive for growth and so oil demand.

Globally, the third wave continues to track up, but the largest economies seem to be
moving past their delta infections peak, and the northern hemisphere winter will have a
supportive effect on global oil prices. Overall though, commodities’ prices have weakened.

Q4.21 could see the rand tending closer to R15.00/USD versus R14.45/USD, although a
lot of uncertainty, and so volatility,is still in the system, and September to October are
historically the months for this, along with May, and at worse times, the three months in
between.
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Economic Scenarios: note interest rate hikes pushed out in expected case

Extreme

Up case
1%

Up case
2%

Base

48%

Severe

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 Q322 Q4.22
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.

Q21 Q221 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 stabikses
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 Q4.22
USD/Rand (average) 1496 1413 1515 1550 1600 1665 1690 17.00
Repo rate (end rate) 350 350 375 375 400 400 425 425
The international environment (inciuding risk sentiment) is that of the base case. South Africa fails (o 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, 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 (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 deteriorate (debt projections elevale even further - fail to ever stabdise. 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 forecasts

MNTA

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422 123 Q223 Q323 Q423

USDVZAR 1496 1413 1515 1550 1600 1665 1620 1700 1750 1760 1750 17.20
GBPIZAR 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 700 T.75 723 6.90 6.56 6.25 6.15 612 6.00 6.08 511 622
CHFZAR 1652 1551 1645 1690 1750 1812 1846 1863 1923 1934 1923 1590
AUDZAR 1156 1088 1152 1217 1280 1332 1352 1360 1365 1373 13865 1342
GBPUSD 138 1.40 1.37 1.38 1.43 1.45 1.48 1.51 1.48 1.45 1.43 1.43
EURUSD 1M 1M 1.19 i 123 123 1.25 1.28 1.25 125 1.25 125
USDAIPY 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 Q421 M2 Q22 Q32 422 0123 Q223 0323 042
USD/ZAR 1496 1413 1370 1350 1330 1340 1320 1300 1230 1280 1255 123
GBPZAR 2063 1975 1871 1889 1902 1943 1954 1969 18594 1827 17985 1759
EURZAR 1803 1703 1634 1634 1629 1648 1643 1638 1600 1575 1569 1538
ZARDPY  TO9 775 TS99 793 789 TTe TE3 800 320 £49 853 870
CHFZAR 1652 1551 1487 1472 1455 1459 1442 1424 1407 1385 137 1352
AUDZAR 1156 1085 1042 1080 1064 1072 1056 1040 995 983 979 959
GBPUSD 138 140 137 138 143 145 148 151 1.48 145 143 143
EURUSD 1.21 1.21 1.19 1.21 123 123 125 126 125 125 125 125
UsSDPY 106 109 109 107 105 104 104 104 106 107 107 107
Note averages, Source: Investec, lress

Extreme Up Case: Exchange Rate forecasis
2021 2022 2023
Q121 Q221 Q3 o4 Ol Qi Q3 Q4 123 Q223 Q323 a3
USDVZAR 1496 14493 1350 1320 1300 192% 1280 1270 125 1230 1215 1200
GEBPZAR 20683 1975 15843 1827 1859 1870 1894 1924 1850 1784 1737 1716
EUR/ZAR 1803 1703 1611 1597 1593 1587 1594 1600 1563 1533 1519 1500
ZARJPY  TH9  TTS  B11 B11 808 806 813 319 340 B8T0 881 892
CHFZAR 1652 1551 1465 1439 1422 1404 1398 1391 1374 1352 1335 1319
AUDZAR 1156 1088 1027 1036 1040 1032 1024 1016 975 959 948 936
GBPUSD 138 140 137 138 143 145 148 151 148 145 143 143
EURASD 1.1 1.21 1.19 i 123 123 125 1.26 1.25 1.25 125 125
UsDuPY 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 forecasis
2021

USDVZAR
GERZAR
EURZAR
ZARSIPY
CHFZAR
AUDZAR
GBRUSD
EURMSD
UsSDaIPY

alta
14.96
2063
18.03
7.09
16.52
11.56
1.38
1.21
106

a2z
1413
19.75
17.03
775
15.51
1088
1.40
1.21
108

a3
15.65
21.37
18.67
T.00
16.99
11.90
137
1.19
108

Q4.2
16.40
2270
19.84
6.52
17.88
1287
1.33
121
107

o122
17.00
243
2083
6.18
18.59
13.60
1.43
123
105

2022

Q222
17.50
5.3
2153
5.94
19.05
14.00
1.45
123
104

Q322
15.00
26.64
241
578
19.66
14.40
148
125
104

Q4.22
158.50
28.02
233
562
2027
14.80
1.51
1.26
104

Q1.23
158.70
2763
2338
.61
20.55
14.59
1.48
1.25
106

2023

Q223
19.20
27.84
24.00
337
21.10
1493
1.45
1.23
107

Q323
19.55
27.96
2444
5.47
21.48
1525
1.43
1.23
107

A

04.23
19.70
2817
2463
2,43
21.65
1537
1.43
1.25
107

Note: averages, Source: Investec, Iress



