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Monday 6 December 2021

Rand note: the rand has continued to attempt to pull back as US nonfarm payrolls
came in particularly weak, and SA sees a marked drop in new daily infections

yesterday

Emerging Markels currency depreciation (-) %, appreciation (+) %

1st January FO20 to 31st December 2020 15t January 2021 1o 6 December 2021
Bulgarian Ley 0.0 Chinese Renminbi
Chinese Renmint 0.0 Taiwanese Dolar
South Kofean Wa Hong Kong Dollar
Talwanese Dolar Indian Rupee
Chilean Pesg Indonesan Ruplah
Czech Kofuna Singapore Dollar
Phiippine Paso Czech Komna
Malaysian Ringgil Malaysian Ringgit
Singapore Dollar Philippine Peso
Paolish Zloty South African Rand
Thai Baht Mexian Peso
Hungarian Forint Bulgarian Lev
Indonesian Rupia Hungarian Forint
Indian Rupee South Korean Won
Colombian Peso Puolish Zloty
South African Ran Braziian Real
Mexican Peso Thai Banht
Ferwian Sol Penwvian Sol
Turkish Lira Chilean Peso
Brazdlian Real Colombian Pezo
Argenting Peso Argentine Peso
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Source: Bloomberg
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Emerging Markets Implied Volatilities — values 6 December 2021
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Global daily new cases — 7 day rolling average
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New cases: 415002
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US daily new cases — 7 day rolling average
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The rand has strengthened to R15.93/USD so far today, but pierced below R16.00/USD
on Friday as the domestic currency remains choppy, pulled in different directions by the
very low US nonfarm payrolls numbers but with many still expecting a quickening in US
QE tapering.

Versus the expected 550 thousand expansion in jobs, only 210 thousand new jobs were
recorded on the November payroll system, as uncertainty around the impact on the
economy of a quicker taper, and so sooner rate hikes, in the US afflicted the hiring figures.

The weakness represented by these jobs figures was broad-based across a number of
sectors, with non-farm payrolls just under half a million jobs below the level before the
pandemic. However, individuals continued to gain work, just not as quickly as anticipated.
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Household employment, versus company and government above, saw 1.1million jobs
gained and unemployment dropped to 4.2%, from 4.6%. Although household employment
is volatile, and may slump early next year, markets were cheered by the lower
unemployment rate.

However, there are still 2.4million individuals less in employment overall versus before the
pandemic, despite the US labour force increasing by 549 000 individuals in November,
going some way to easing labour shortages, but with a still relatively tight market.

The labour force participation rate is up, as are hourly earnings, the later higher by 0.3%
, and this measure of wage inflation is up 4.8% yly, signifying some upwards pressure
from this source for November’'s US CPI, with US CPI inflation at 6.2% y/y in October.

The divided data does signify a recovering jobs market (and aggregate labour income is
reported 10.4% higher yly), with the FOMC meeting on 15" December to decide on
whether to quicken its tapering of its asset purchase programme.

The FOMC may well taper further, as both household savings and expenditure are fairly
robust, and PCE is expected to remain healthy well into the first half of next year. Markets
are still digesting the jobs data leading to further volatility for the ‘more risky’ risk assets.

The rand remains vulnerable, as while this time of year typically sees more market calm,
the progress the US is making in the normalisation of its monetary policy is heavily
disrupting it, although it would have likely been worse in the typically risk-off period for the
rand of Q2/Q3.

Please scroll down to the second section below

Expected Case: Exchange Rate forecasts
2021 2022 2023

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422 Q123 Q223 Q323 Q423
USDVZAR 1496 1413 1464 1540 1525 1545 1570 1550 1535 1575 1615 1565
GBP/ZAR 2063 1975 2018 2085 2089 2147 2237 2271 2272 2284 2309 2238
EURMZAR 1803 1703 1726 1778 1754 1777 1825 1841 1857 1937 2019 1956
ZARPY  TO09 775 TE2  T36 TE1 761 755 771 TES T30 681 684
CHFZAR 1652 1551 1595 1667 1662 1668 1698 1689 1687 1731 117.7% 1720
AUDZAR 1156 1088 1076 1118 1129 1159 1193 1194 1197 1229 1260 1221
GBPUSD 138 1.40 1.38 1.35 137 1.39 1.42 1.47 1.48 1.45 1.43 1.43
EURUJSD 1.21 1.21 1.18 1.15 1.15 1.15 1.16 1.19 1.21 1.23 1.25 1.25
USDIIPY 106 109 110 113 116 118 119 120 118 115 110 107
Mote: averages, Source: Investec, Iress
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Daily case increase in Covid-19 cases in South Africa — 7 day rolling average
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Global daily deaths with 7 day rolling average — 5 December 2021
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US daily new deaths — 7 day rolling average

30 Nov 2021
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Source: The New York Times

COVID-19 continues to run through the world on the fourth wave, as market fears around
Omicron afflict sentiment. In particular, the timing of an inclusion of a large backlog of test
figures in SA, along with the advent of Omicron, distorted the perceived path of the
disease.

The latest figures in South Africa show a new daily increase in COVID-19 cases, of 11
125 yesterday, down from 16 366 the day before. While this is about a third lower, although
the figures can prove a bit volatile.
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However, if a downward trend does develop in South Africa, it would be positive for global
financial market sentiment, as markets fear that Omicron is extremely contagious and
worry it may have very severe symptoms as well, given insufficient conclusive evidence
yet.

However, the sudden inclusion of over 17 thousand amalgamated new positive cases of
COVID-19, that were not correctly captured from various days/ weeks before near the
start of SA’s fourth wave, inaccurately skewed the figures market sentiment towards the
variant.

The rand has weakened on the rapid travel bans slapped on SA, even though the variant
has been found in many other places of the world subsequently. The travel bans however
will severely impact tourism, and so weaken SA’s exports notably, and its foreign income.

The exchange rate, of the rand versus hard currencies, typically strengthens from
November, right up to February of the following year, from foreign tourists rand purchases,
while GDP experiences a lift from the hospitality, retail, tourism and other industries.

Metal prices have been losing their gains, now lower than a year ago on an overall basis,
down by -3.5%, and exerting downwards pressure on the rand. The rand is weaker by
5.1% yly, and is being dragged down by a number of factors.

It is likely that the domestic currency will struggle to make substantial gains into year end,
and today has only limped somewhat stronger, into the R15.90/USD to R16.00/USD
range, with the rand substantially weaker than it was midyear, at R13.40/USD.

The domestic currency is going to battle to return to this level (of around R13.50/USD),
likely trading in the R15.00/USD to R16.00/USD over the course of the remainder of this
year and next year, but with a strong risk of tending even weaker.
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Economic Scenarios: note interest rate hikes pushed out in expected case
Q121 Q221 Q321 Q421 Q122 Q222 Q3.22 Q422

Extreme USD/Rand (average) 1496 1413 1464 1380 1330 1300 1290 1280
Up case Repo rate (end rate) 3.50 3.50 350 3.25 325 325 325 325
1% 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 falis back to low ratios of
2000s). Strong global growth, commodity boom. Stabifisation of credit ratings, then credit rating upgrades

Up case Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q4.2
2% USD/Rand (average) 1496 1413 1464 1400 1350 1340 1320 13.00
Repo rate (end rate) 350 3.50 350 3.50 350 350 350 375

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 1540 1525 1545 1570 1550
case Repo rate (end rate) 350 3.50 3.50 375 4.00 4.00 425 450
43% 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 1o 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 3.50 350 375 4.00 425 450 475

Down The international environment (including risk sentiment) is that of the base case. South Africa fails to 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 Q322 Q422

Severe  USD/Rand (average) 1496 1413 1464 1600 1680 1750 1800 1850
down Repo rate (end rate) 3.50 3.50 3.50 4.00 4.50 475 5.00 525
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.
Note: Event risk begins Q4.21. Source: Investec
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Lite Down Case: Exchange Rate forecasts

USDIZAR
GBP/ZAR
EUR/ZAR
ZARIJPY
CHFZAR
AUDZAR
GBPUSD
EURMISD
USDUPY

a1

14.96
2063
18.03
.09
16.52
11.56
1.38
1.21
106

2021
Q221 Q3
1413 14564
1975 2018
17.03  17.26

7.75 752
1551 15495
1088 10.76
1.40 1.38
1.21 1.18
109 110

Q4.1

15.50
20.99
17.89
T3
16.78
11.26
1.35
1.15
113

Severe Down Case: Exm;alzaiﬂm forecasts

USDIZAR
GBPZAR
EURZAR
ZARNPY
CHFZAR
AUDZAR
GBPUSD
EURUSD
USDUPY

121
14.96
2063
18.03
T.09
16.52
11.56
1.38
1.21
106

Qz.21
14.13
19.75
17.03
7.75
1551
10.88
1.40
1.21
109

Q3
14.64
2018
17.26
T.52
1595
10.76
1.38
1.18
110

Up Case: Exchange Rate forecasts
2021

USDVZAR
GBP/ZAR
EUR/ZAR
ZARIPY
CHFZAR
AUDZAR
GEP/USD
EUR/MUSD
USDLPY

o1.21
14.96
2063
18.03
7.09
16.52
11.56
1.38
1.21
106

Q2.21
14.13
19.75
17.03

7.75

15.51

10.88
1.40
1.21
109

Q321
14,64
2018
17.26
752
1595
10.76
138
1.18
110

Q421
16.00
2167
15.47
T.08
17.32
11.62
1.35
1.15
113

ad.21
14.00
18.96
16.16
3.09
15.15
1017
1.35
1.15
113

Q1.22

16.00
2192
18.40
725
17.44
11.84
1.37
1.15
116

Q1.22
16.80
23
19.32
6.90
18.31
12.43
1.37
1.15
116

Q1.22
13.50
18.49
15.53
8.59
14.72
9.99
137
1.15
116

2022

Q222

16.65
2314
19.15
7.06
17.98
12.49
1.29
1.15
118

Q3.22

16.90
24.08
19.65
7.01
1828
12.84
1.42
1.16
118

2022

Qz2.22
17.50
24,32
2013
6.71
18.90
13.13
1.39
115
118

Q322
18.00
2565
2093
G.58
19.47
13.68
1.42
1.16
119

2022

Q222
13.40
18.63
15.41
8.77
14.47
10.05
139
1.15
118

Q322
1320
18.81
1535
8.98
14.27
10,03
142
1.16
119

Q4.22

17.00
249
2019
7.03
18.52
13.09
1.47
119
120

Q1.23

17.50
25.90
21.18
6.74
19.23
13.65
1.48
1.21
118

2023
Q223 Q323
1760 17.50
2552 2503
2165 2188

653 629
1934 1923
1373 13865
145 143
123 125
115 110

A

2423

17.20
2460
21.50
6.22
18.90
13.42
1.43
1.25
107

Mote: averages, Source: Investec, Iress

Q4.22
18.50
2710
21497
6.46
2015
14.25
147
1.19
120
Mote:

Q422
13.00
19.05
15.44
919
14.16
10.01
1.47
1.19
120

21.23
18.70
2768
2263
6.31
2055
14.59
1.48
1.21
118

a1.23
13.00
19.24
15.73
9.08
14.29
10.14
1,48
1.21
118

2023

Q223
19.20
27.84
2362
599
21.10
14 .98
1.45
1.23
115

Q323
1955
27.96
24.44
563
21.48
1525
143
1.25
110

2023
Q223 Q323
1310 1310
15.00 1873
1611 1638
8.73 3.40
1440 1440
1022 1022

1.45 1.43
1.23 125
115 110

04.23
19.70
2817
24 63
5.43
2165
15.37
1.43
1.25
107

: averages, Source: Investec, Iress

Qd.23
13.20
15.88
16.50
811
14.51
10.30
1.43
125
107

Mole averages, Source: Investec, Iress
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Extreme Up Case: Exchange Rate forecasts
2021 2022 2023
Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422 Q123 Q223 Q323 Q423
USDIZAR 1496 1413 1464 1380 1330 1300 1290 1280 1270 1250 1230 1215
GBP/ZAR 2063 1975 2018 1869 1822 1807 1838 1875 1880 1813 1758 1737
EUR/ZAR 1803 1703 1726 1593 1530 1495 1500 1520 1537 1538 1538 1519
ZARMPY  TO09  TTS  T&2 821 872 904 919 934 529 920 854 B8
CHFZAR 1652 1551 1595 1494 1450 1404 139 1394 1396 1374 1352 1335
AUDZAR 1156 1088 1076 1002 984 975 980 98 99 975 959 948
GBP/USD 1.38 1.40 1.38 1.35 1.37 1.39 142 1.47 1.48 1.45 1.43 1.43
EURMUSD 121 1.21 1.18 1.15 1.15 1.15 1.16 1.19 1.1 1.23 1.25 1.25
USDAPY 106 109 110 113 116 118 119 120 118 115 110 107
Mote: averages, Source: Investec, Iress



