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Monday 29 November 2021

Rand note: rand pulls back from weaker levels on President Ramaphosa's speech
and the possibility that the Omicron variant may cause less severe symptoms than
the delta variant
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Global daily deaths with 7 day rolling average — 28 November 2021
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Dam case increase in Covid-19 cases in South Africa — T day rolling average
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The rand strengthened to R16.07/USD today, from R16.37/USD on Friday as news of the
Omicron variant broke widely and travel bans were instituted against SA from many
advanced economies on concern over the potential high contagion of the new variant
Omicron.

However, Dr. Coetzee, chair of South African Medical Association and a member of the
Ministerial Advisory Committee on Vaccine, is reported to have noted very mild symptoms
so far with the new variant "which did not fit in the clinical picture" of the delta variant.

"The most predominant clinical complaint is severe fatigue for one or two days. With them,
the headache and the body aches and pain." The Omicron variant is currently seen as
potentially much milder than the delta variant, with patients able to be treated at home.

However, with Omicron (first identified in Southern Africa) declared a variant of concern
on Friday by the World Health Organisation (WHO), financial markets reacted negatively
to the news, although today the knee jerk reaction has subsided somewhat.

In last night's address to the nation President Ramaphosa confirmed that “(i)f cases
continue to climb, we can expect to enter a fourth wave of infections within the next few
weeks, if not sooner.” Overall he took a sensible approach, without any increase in
lockdown levels.

The rand gained some cheer from the speech, with the President emphasizing that “we
already have the tools that we need to protect ourselves against it (the new Omicron
variant of COVID-19)".

Furthermore, “we are still not sure exactly how it will behave going forward”, “(w)e know
enough about the variant to know what we need to do to reduce transmlssmn and to
protect ourselves against severe disease and death.”
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However, the rand was already at close to R15.90/USD before the news broke widely on
Omicron, and had indeed breached R15.00/USD ahead of the FOMC meeting in early
November on QE tapering expectations.

The rand is still at risk however and will remain highly volatile. Non-farm payrolls data out
on Friday and a strong number will boost market expectations of quicker QE tapering,
although the global increase in COVID-19 infections, particularly in the US, will be of
FOMC concern.

Please scroll down to the second section below
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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

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422

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 ficed

growth, substantial FDI inflows, strong fiscal consolidation (government debt falls back 1o low ratios of
2000s). Strong global growth, commodity boom. Stabilisation of credit ratings, then credit rating upgrades

o2 Q221 Q321 Q421 Q122 Q222 Q322 Q422
USD/Rand (average) 1496 1413 1464 1400 1350 1340 1320 13.00
Repo rate (end rate) 350 350 350 350 350 35 350 375
Quick rebound from Covid-19 pandemic, rising confidence and investment levels - structural problems
worked down, No further credit rating downgrades, rating outiooks move fo stable and eventually positive,
strong fiscal consolidation (government debt projections fall substanbally). Global risk-on, global demand
quickly retumns to trend growth. Limited impact of expropriation without compensation) o abandoned,
unused, labour tenants’ and government land (Individuals are new owners and receive titie deeds) does
not have a negative effect on economy - no nationalisation

Q12 Q221 Q321 Q421 Q122 Q222 Q322 Q422
USD/Rand (average) 1496 1413 1464 1540 1525 1545 1570 1550
Repo rate (end rate) 350 350 350 375 400 400 425 450
Recovery from the sharp giobal economic slowdown by 2024 in real terms— sufficient global and domestic
monetary and other policy supports 10 growth and financial markets occur and risk sentimen! stabilises
then improves, Expropriation of private sector property is imited and does not have a negative impact on
the economy or on market sentiment. SA remans in the BB category rating bracket for Moody's — fiscal
consolidation (dedt to GOP stabdisation) occurs

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422
USD/Rand (average) 1496 1413 1464 1550 1600 1665 1690 17.00

(dumﬂc)Ropomumme) 350 350 350 375 400 425 450 475
Down

case
43%

Severe

6%

The international environment (including risk sentiment) is that of the base case. South Alnca fails 1o see
its debt projechions stabilise and falls info 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 Q422
USD/Rand (average) 1496 1413 1464 1600 1680 1750 1800 1850
Repo rate (end rate) 350 350 350 400 450 475 500 525

and internationally.
private sector property (itle deeds not transferred 10 individuals) SA rated ,moleefrom all thwee key
agencies, with further rating downgrades eventually occurring inlo CCC grade and lower 1o D (defaull) as
govemnment finances deteriorate (dedt projections elevale even further - fadl 1o ever stabilise. Government
botrows from increasingly wider sources as it sinks deeper info a debt trap), eventually include widespread

services load shedding, strike action and civil unrest.
Note: Event risk begins Q4.21. Source: Investec
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Emerging Markets Implied Volatilities — values 29 November 2021
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Rand channels
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However, with the next FOMC meeting statement on 15" December, the rand could
weaken over the coming weekend and into next week if the US posts robust jobs data.
The US dollar has seen marked strength, and this would be set to persist on a quicker US
QE taper.

While the rand typically sees substantial strength over the turn of the year, this is being
impeded this year by the first phase of the normalisation of US monetary policy, and so
the domestic currency will be vulnerable to weakness over next year as well.

While early indications appear to show that the omicron variant has less severe symptoms
than the delta variant, there is still uncertainty. Nevertheless, substantially more people
are vaccinated compared to the third wave driven by the delta variant.
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In South Africa, the President’s speech last night confirmed that “(f)orty-one percent of the
adult population have received at least one vaccine dose, and 35.6 per cent of adult South
Africans are fully vaccinated against COVID-19.”

“57 per cent of people 60 years old and above ..., and 53 per cent of people aged between
50 and 60 are fully vaccinated. Government has set up a task team that will undertake
broad consultations on making vaccination mandatory for specific activities and locations.”

“We also know that the coronavirus will be with us for the long term. We must therefore
find ways of managing the pandemic while limiting disruptions to the economy and
ensuring continuity.”

“However, this approach will not be sustainable if we do not increase the vaccination rate,
if we do not wear masks, or if we fail to adhere to basic health precautions.” “Until
everyone is vaccinated, we should expect that more variants will emerge.”

“These variants may well be more transmissible, may cause more severe disease, and
may be more resistant to the current vaccines.” However, many viruses have been shown
to weaken over the years as they become entrenched globally, often proving seasonal.

The rand has strengthened by the largest margin since Friday out of the Bloomberg basket
of emerging market currencies, despite some US dollar recovery today as well. However,
risk aversion remains elevated and as a result EM currencies are still vulnerable.

Severe Down Case: Exchange Rate forecasts
2021 2022 2023

Q121 Q2 Q3 Q421 122 Q222 Q322 Q422 Q123 0223 0323 Q423

USDVZAR 1496 1413 1464 1600 1680 1750 1800 1850 1870 1920 1955 1970
GBPZAR 2083 1975 2018 2214 2411 2564 2682 2802 2768 2784 279 2817
EURZAR 1803 1703 1726 1887 2024 2135 2232 2313 2338 2400 2444 2463
ZARIPY T09 T.75 T.52 T.os 65.90 6.1 6.58 646 6.3 5599 563 543
CHFZAR 1652 1551 1595 1745 1866 1950 2020 2074 2055 2190 2148 2165
AUDZAR 1156 1088 1076 11.78 1260 1313 1368 1425 1459 1498 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 1.24 125 125 125 1.25 125
USDIPY 106 109 110 113 116 118 119 120 118 115 110 107

Mote: averages, Source: Investec, lress
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Lite Down Case: Exchange Rate forecasts
2021 2022 2023

o121 Q221 Q31 Q41 a2z Q222 Q322 Q422 0123 Q223 Q323 Q423

USDVZAR 145 1413 1464 1550 1600 1665 1690 1700 1750 1760 1750 17.20
GBP/ZAR 2063 1975 2018 2145 2296 2439 25148 2575 2550 2552 2503 2460
EUR/ZAR 1803 1703 1726 1828 1928 2031 209 2125 2188 2200 2188 2150
ZARIJPY  T09 7.75 752 3 7.25 7.06 T7.01 703 6.74 6.53 6.29 6.22
CHFZAR 1652 1551 1595 1690 1777 1855 189 1906 1923 1934 1923 1890
AUDZAR 1156 1088 1076 1141 1200 1249 12384 1309 1365 1373 1365 1342
GBPUSD 138 1.40 1.38 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 1258 125
USDIPY 106 109 110 113 116 118 119 120 118 115 110 107
Mole: averages, Source: Investec, Iress

Expecled Case: Exchange Rate forecasts
2021 2022 2023

o121 02217 Q3 Q421 Q122 Q222 Q322 Q422 0123 0223 Q323 Q423
USDIZAR 1496 1413 1464 1540 1525 1545 1570 1550 1535 1575 1615 1565
GBPZAR 2063 1975 2018 2138 288 2263 23319 2348 2272 2284 2309 2238
EURZAR 1803 1703 19726 1823 1838 1885 1947 1938 1919 1969 2019 1956
ZARMPY  T.09 7.78 1.52 7.13 T.02 680 6.62 671 G684 679 663 6.84
CHFZAR 1652 1551 1595 1655 1641 1668 1708 1685 1687 1731 11775 1720
AUDZAR 1156 1088 1076 1135 1144 1159 1193 1154 1187 1229 1260 1221
GBPAUSD 138 1.40 1.38 138 143 146 1.49 151 1.48 145 143 1.43
EURUSD 121 121 118 118 1M 122 124 125 1235 125 1258 125
USDHPY 106 109 110 113 116 118 119 120 118 115 110 107

Note: averages, Source: Investac, Iness

Up Case: Exchange Rate forecasts
2021 2022 2023
Q121 Q221 Q321 0421 Q122 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 1043 1005 1003 1001 1014 1022 1022 1030
GBRIUSD 138 140 138 138 143 146 149 151 148 145 143 143
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 Q32 Q4 Q122 Q222 Q322 Q422 Q123 Q223 Q323 Q423

USDIZAR 1496 1413 1464 1380 1330 1300 12950 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  TO®  TTS  TH2 B2 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 1.45 143 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




