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Rand note: the rand strengthens towards R14.00/USD, at R14.25/USD today, as the
growing COVID-19 third wave in the US continues to negatively impact its economic

data, potentially reducing the speed of tapering

Expected Case: Exchange Rale forecasts

2021 2022 2023
0121 Q221 Q3 Q421 Q122 Q222 Q322 0422 Q123 Q223 Q323 0423

USDIZAR  14.96 1413 1455 1445 1445 1485 1515 1475 1455 1495 1535 1485

GBRIZAR 2063 1975 1987 2000 2066 2153 2242 2234 M53 268 2195 224

EURZAR 1803 17.03 1736 1748 1770 1827 18686 1859 1819 1869 1919 1856

ZARMPY TO8  FIS  TH2 740 FET OTO0  GBGE TOS 722 TA6 697 T2

CHFZAR 1652 1551 15790 1575 1580 1616 1655 1616 1500 1643 1687 1632

AUDZAR 1156 1088 1106 1134 4156 11868 1212 1180 1135 1166 1197 1158

GBRIUSD 138 140 137 138 143 145 148 151 148 145 143 143

EURMLSD 121 121 118 121 123 123 125 126 125 125 125 125

USDUPY 106 109 109 107 105 104 104 104 106 107 107 107

Mote: averages, Source: Investec, Iress
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United States daily confirned COVID-19 deaths, seven day rolling average
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Emerging Markets Implied Volatilities — values as at 6 September 2021

Braziian Real I, 1550
South African Rand 14.2
Colombian Peso I 1411
Chilean Peso I 1.2 51
Turkish Lira I 1111
RusianRuble NG ¢ 45
Hungarian Forint I 45
Czech Koruna I (1
Polish Zicty I 7
South Korean Won I 7
Philipping Peso I - GG
Romanian Leu NG - 0
Taiwanese Dollar NI - G5
Singapore Dollar NG - 2
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P020 10 315l December 2020 1st January 2021 to 6 September 2021
89 Bulgarian Lev 2.8 South African Rand
66 Chinesa Renmnt 28 Tawanese Dollar
6.4 South Korean We 23 Russin Ruble

61 Tawanase Dollar 1.5  Hunganan Fornt
58 Chilean Peso 1.2  Chinese Renmint
56 Czech Kofuna 12  Czech Konuma

Emerging Markets currency depraciation (-) %, appreciation (+) %

sl January

54 Philpping Peso Brazilian Real
¥ Malaysian Ringgi Indian Rupea
T Singapore Dollar
Polsh Ao Mexican Peso
5 = by Hong Kong Dolar
: Thai Baht
Hunganan Foint Bulgaian Lev
Indonesan Rupia Malaysian Ringait
Indian Rupes Philippne Peso
Romamnian Leu
Colombian Peso
South Afncan Rar South Koraan Won
Misocan Pagn Chilaan Peso
Paruvian Sol Thai Baht
=201 Turkish Lira Caolombean Peso
225 Brazilian Feal Turkish Lira
-2849 Argpantine Peso Panuvian Sol
Argentine Peso

Source: Bloombarg

The US continues to see a marked rise in its third wave of COVID-19 infections which is
having a negative impact on consumer sentiment as well as market expectations for the
rapidity of QE tapering, which previously was strongly anticipated for November even.

The Fed Chair's comments on a dovish tapering process are increasingly being heard by
the markets, after his Jackson Hole address, as key economic data readings continue to
show a propensity to disappoint on the downside while the third wave builds.

Deaths too are surging across the US as the delta variant spreads rapidly, with just over
half of the population vaccinated, and hard-line anti vaxxers persisting in still significant
numbers, while Dr Fauci highlights a number of new variants of interest have emerged.

New variants of interest include mu, which has been identified to have some similar
characteristics as the delta variant, but the mu variant possibly may be able to surpass
certain antibodies and so some vaccines. It has been found in around forty countries so
far.

A variant of interest has the potential to do more harm than the strain it mutated from, with
four others also of interest, eta, iota, kappa and lambda. The spread of delta through the
US has already negatively impacted confidence measures, with worries over its growth
outlook.

A tightening of lockdown restrictions is still not widely expected, in the face of strong anti-
lockdown sentiment in the US. The Fed is likely to remain in no hurry to cause substantial
QE reduction given the uncertainty, with its dovish approach having sparked some risk
taking.

In particular, the Fed watches financial market sentiment, and if this starts to flag and turn
significantly negative, it could also add to the FOMC’s caution in reducing QE. The third
wave of deaths and cases has not yet peaked, and risks worsening substantially.
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The seven-day rolling average of new US COVID-19 deaths is seven times higher than at
the start of the third wave and still growing on the rapid rise in COVID-19 underway. There
is evidence of some weakening in some areas of the US economy as COVID-19 cases

climb.

The rand currently averages R14.64/USD and is on track to average R14.55/USD for the
quarter, if not slightly stronger, as the rand continues to attempt to pull towards

R14.00/USD. US economic data releases will continue to remain key.

Please scroll down to the second section below

Emerging Markets Carry Return — values as at 6 September 2021
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Emerging Markets CDS Spreads — values as gt 6 September 2021
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Long-term trend of the rand
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Domestically, with the courts requiring the municipal elections to go ahead around the end
of October, start of November, what is traditionally a calm period for the rand, when the
rand typically sees some strength, could instead be one of higher volatility.

This would particularly be the case if electioneering got very heated, with already a
reported pro-Zuma march in Durban this weekend at the student level and dispersed by
the police, and some of the mobilisers arrested.

Coming after the destructive unrest in July, these events negatively impact sentiment, and
have the potential to do so much more severely, as electioneering political parties,
particularly the radical ones do not worry over negatively affecting business and investor
confidence.
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September is typically a period for global financial markets where risk-off can subside, and
while some churn is evident, risk-taking can start to pick up, and further dovish comments
from the Fed would support this.

However, SA also sees the MTBPS in early November, and with the damage to the fiscus
from the lockdown restrictions on economic activity, along with the additional spending
after the riots, and ongoing aid to SOEs, the land bank etc. risk to fiscal consolidation
remains.

There is also ratings risks as well, with the agencies due to review SA’s ratings post the
MTBPS and two of the three key agencies still have SA on a negative outlook. For many
reasons, the rand would face headwinds in convincingly piercing R14.00/USD.

Instead, the domestic currency is likely to remain above R14.00/USD for the remainder of
this year, unless the FOMC becomes very clear in communicating that QE tapering is
unlikely this year, and even early next year, and that it will then be very gradual.

Absent this, and with other EM currencies tightening interest rates, the rand will be at risk
of weakness next year. The long-term trend of the rand is also one of weakness, with weak
growth, lack of substantial fiscal consolidation and structural reforms key issues.

If the SARB hikes interest rates by more than expected this will support the domestic
currency, but it will continue to remain volatile, with SA seeing little to materially boost
economic growth, such as change in mining legislation to heavily support exploration.
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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
(domestic)

43%

Severe
down
case
6%

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422

USD/Rand (average) 14.96 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 -
individuais 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 Q3.22 Q422
USD/Rand (average) 14,96 1413 1370 1350 1330 1340 1320 1300
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 credi rating downgrades, rating outiooks 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 0221 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 stabikises
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 Q4.2
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 fais 1o see
its debl projections stabilise and falls into single B credit ratings from all three agencies for local and
foresgn curency 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 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 (litle deeds not transferred to individuals) SA rated single B from all three key
agendies, with further rating downgrades eventually occurring into CCC grade and lower to D (default) as
government finances deteriorate (debl projections elevate even further - fail to ever stabdlise. 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 Rate forecasts
20

USDZAR
GBPZAR
EURZAR
ZARIPY
CHFZAR

GBP/USD
EURUSD
USDLPY

Q1.21

14.96
20,63
18.03
709
16.52
11.56
1.38
11
108

Q221

14.13
18,75
17.03
T.75
15351
10.58
1.40
11
109

Q321

15.15
20,69
18.07
723
16.45
11.52
1.37
1.19
109

Up Case: Exchange Rate forecasts
2021

USDiZAR
GBPZAR
EUR/ZAR
ZARNPY
CHFZAR
AUDZAR
GEPUSD
EURUSD
USDAPY

a1
14.96
20863
158.03
7.09
16.52
11.56
138
1.21
106

az
1413
18.75
17.03
775
15.51
10.88
1.40
121
109

Q3N
13.70
18,71
16.34
799
14.87
10.42
1.37
1.18
109

Q4.21

15.50
21.46
18.76
5.90
16.90
1247
1.33
1.2
107

04.21
13.50
13,69
16.34
7.93
14.72
10.60
138
1.21
107

Extreme Up Case: Exchange Rate forecasis
2021

USDVZAR
GEPIZAR
EUR/ZAR
ZARIIPY
CHFZAR
AUDZAR
GBP/USD
EURMUSD
USDVIPY

a1l
14.95
2063
15.03
7.09
16.52
11.56
1.38
1.21
106

Q2
14.13
18.75
17.03
T.75
15.51
10,88
1.40
1.21
109

Q3
1350
16.43
16.11
g1
1465
1027
1.37
1.19
109

o4
1320
1827
1597
&1
1439
10.36
1.38
1.1
107

Q1.22

16.00
22.58
19.60
6.56
17.50
12.50
1.43
1.23
105

122
13.30
19.02
16.29
7.89
14.55
10.64
1.43
123
105

o122
13.00
18.59
153.93
808
1422
10.40
143
123
105

2022

Q222

16.65
24,14
20.48
625
1812
1332
1.45
123
104

Q322

16.90
2501
21.04
6.15
18.46
13.52
1.48
125
104

2022

Q222
13.40
19.43
16.48
7.76
14.59
10.72
1.45
1.23
104

a2
1290
18.70
15.87
8.06
14.04
10.32
1.45
123
104

Q322
13.20
19.54
16.43
788
14.42
10.56
148
1.25
104

Q322
12.80
18.94
15.94
813
1398
10.24
148
125
104

Q4.22

17.00
25.75
21.42
6.12
15.63
13.60
1.51
1.26
104

Q1.23

17.50
25.90
21.88
6.00
19.23
13.65
1.48
1.25
108

2023

Q223

17.60
29.52
22.00
6.08
19.34
13.73
1.45
125
107

Q3.23

17.50
2503
2188
611
19.23
13.65
1.43
1.25
107

MNTA

Q4.23

17.20
24.60
21.50
5.22
15.90
13.42
1.43
1.25
107

Mote: averages, Source; Investec, Iress

Q422
13.00
19.69
16.38
&8.00
14.24
10.40
151
126
104

0123
12.50
158.94
16.00
8.20
14.07
9.95
1.4
1.25
106

2023

Q223
1260
18.27
15.75
&.49
13.85
9.83
145
1.25
107

Q323
1255
17.95
15.69
8.53
13.79
979
143
125
107

Q423
12.30
17.59
15.38
8.70
13.52
9.59
1.43
1.25
107

Mote averages, Source: Investec, Iress

04 22
1270
19.24
16.00
819
139
10,16
151
126
104

a1.23
12.50
1850
1563
8.40
1374
9.75
148
1.25
106

Q23
12.30
17.84
15.38
8.70
13.52

1.45
1.25
107

Q323
12.15
17.37
15.19
881
13.35

1.43
1.25
107

Q4. 23
12.00
17.16
15.00
8.92
1319

143
1.25
107
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Severe Down Case. Exchange Rate forecasts
2021

USDVZAR
GEPMZAR
EUR/ZAR
ZARSIPY
CHFZAR
AUDZAR
GBP/USD
EURAUISD
USDAIEY

a1.21
1496
20063
15.03
709
16.52
11.56
1.38
1.21
106

Qz.21
1413
19.75
17.03

7.75

15.51

10,88
1.40
1.21
109

a3
15.65
21.37
18.67
T.00
16.99
11.90
1.37
1.19
108

Q4.2
16.40
2270
19.84
6.52
17.88
12.87
1.35
121
107

Q1,22
17.00
2431
20.83
618
18.59
13.60
143
123
105

2022

Q222
17.50
2537
21.53

5.94
15.05
14.00

1.45

123

104

Q322
18.00
26.64
2241
5.78
19.66
14.40
148
125
104

Q422
18.50
28.02
233
562
2027
14.50
1.51
1.26
104

1.23
158.70
2768
2338
52.61
20.55
14.59
1.48
1.25
106

2023

Q.23
13.20
27.84
24.00
3.a7
21.10
1493
1.45
1.23
107

Q323
19.55
27.96
2444

.47
2148
1525

1.43

125

107

MNTA

Q4.23
19.70
2817
2483
2.43
2185
15.37
1.43
123
107

Note: averages, Source: Investec, Iress



