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Rand note: the US has signalled some potential flexibility in its monetary policy after
a harder approach in late Q2.22
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Expected Case: Exchanges Raie forecssts
ity 2023 2024

Q1 QI Q3 iz Q133 QI3 QI3 Q4T QUId Q24 QI Q44
USOVZAR 91521 1550 1880 1580 1580 00 1040 1500 1570 W20 WTO W20
GBPZAR 2040 1050 1087 1880 1284 1028 2000 T0BE 2010 104 2288 2238
EURTZAR 1707 1080 18028 1035 1848 800 1TES 1733 1808 QN2 2004 1062

ZARIJPY T.85 832 8.3z B70 848 808 Tie TRE T.83 .28 aEe ave
CHFZAR 1047 1018 1747 1081 1077 1730 1802 1747 1728 1780 1238 1780
AUDZAR 1182 1194 1150 1108 1118 1200 1256 1200 1225 1284 1303 1204

GBPUSOD 134 128 120 118 120 121 1.23 1.24 128 130 134 133

EURUSD 112 1.08 102 1.04 108 1.08 1.07 100 1.18 118 120 123

USDLIFY 118 130 138 135 133 128 127 126 123 118 115 110
Hote: svernges, Source Investec, Iness

The rand has continued to digest Fed Chair, Jerome Powell’s speech at the Jackson Hole
conference on Friday, which saw the focus remain on bringing US inflation back to target,
and the rand move similarly to its reaction last week on the release of the FOMC minutes.

Indeed, the domestic currency, which reacts negatively to events that are seen to increase
risk aversion in global financial markets, saw slightly less depreciation in response to
Powell’'s Jackson Hole speech, than last week’s release of July’'s FOMC meeting’s
minutes.

Some evidence of slowing economic activity in the US did not sway the Fed Chair’s view
that the FOMC “overarching focus right now is to bring inflation back down to our 2 percent
goal” and “(r)educing inflation is likely to require a sustained period of below-trend growth.”

“Restoring price stability will take some time and requires using ... tools forcefully to bring
demand and supply into better balance. While higher interest rates, slower growth, and
softer labor market conditions will bring down inflation, they will also bring some pain to
households and businesses.”

The US dollar strengthened, driving the rand to R17.00/USD today, from R16.70/USD on
Friday before the Fed’'s comments, but is at its Friday close against the euro at R16.81
and against the British pound at R19.71, slightly stronger than Fridays’ close of R19.82.



Jerome Powell added that “in my view our economy continues to show strong underlying
momentum. The labor market is particularly strong, but it is clearly out of balance, with
demand for workers substantially exceeding the supply of available workers.”

Markets drew some confidence from these positive remarks, which were taken to signify
that the US economy was not close to recession, and that the Fed was keeping close
watch, although higher interest rates were still likely and taming inflation remained key.

The Fed worried that “high inflation has continued to spread through the economy. While
the lower inflation readings for July are welcome, a single month's improvement falls far
short of what the Committee will need to see before we are confident that inflation is
moving down.”

Powell did not give a clear view on whether the next FOMC meeting would see a 50bp or
75bp rate hike, and markets have left the door open for either, factoring in a 68bp lift,
slightly up on a few weeks ago, but not at the full 75bp, and likely to fluctuate.

Please scroll down to the second section below
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The tone was not the most hawkish markets have seen from the FOMC this year, with the
Fed not stuck on a 75bp hike, highlighting that “(o)ur decision at the September meeting
will depend on the totality of the incoming data and the evolving outlook.”

This is in contrast to “July's increase in the target range was the second 75 basis point
increase in as many meetings, and | said then that another unusually large increase could
be appropriate at our next meeting.®

Market volatility will likely remain in the run-up to September's FOMC meeting, as the
comment “(a)t some point, as the stance of monetary policy tightens further, it likely will
become appropriate to slow the pace of increases” seemed to lean back towards 75bp.

Significant uncertainty increases risk-off in global financial markets, and so in SA
markets/market indicators too. US interest rates are still expected to rise at the next two
policy meetings with the FOMC then “maintaining a restrictive policy stance for some
time.”

On the trajectory next year Powell added that “most recent individual projections (from
June) showed the median federal funds rate running slightly below 4 percent through the
end of 2023. Participants will update their projections at the September meeting.”

The implied Fed fund’s futures rate is at 3.60% by the end of 2023, with markets looking
for slightly less than the FOMC communicated in June, and in general there is some slight
emerging optimism in this regard, although it is still too early to be certain.

Additionally, data which comes out showing substantially worse than expected indicators
of economic activity in the US will roil markets, and the domestic currency is expected to
still see some weakness and volatility over the remainder of this quarter.

Q2.22 may see an outcome closer to R16.80/USD than R16.60/USD, in what has been a
weak quarter for the rand, although Q2.22 saw more marked volatility, and specifically
more weakness as the quarter progressed and global growth forecasts were revised
down.

While Jerome Powell’'s Jackson Hole speech was careful not to give clear direction, the
tone appears more flexible on monetary policy, and higher rate hikes (of 1.00% per
meeting) seem unlikely, while lower ones (50bp) seem quite possible, which is positive.



Q122 Q222 Q322 Q422 0123 Q223 Q323 Q423

Extreme USD/Rand (sversge) 1521 1550 1400 1380 1370 1360 1340 1330
Up case Repo rate (end rate) 425 475 400 378 375 375 380 350
1% SA economic growth rises to 2-5%, Ihen 5-T% Good govermnance, growth-cresting reforms (structursl

constraints eradicated), strong property rights. no naticnaksation or expropriation withou! compensation.
High business confidence and fced nvestment growth, substantial FDI, fiscel consolidetion drives debt to
low ratios of 2000s. Very subdued domestic inflation on extreme rand strength, very favourable weather
condiions, Strong global growth, nsk-on, commoedity boom. Rapld upgrades of credit ratings. Strong
transition away from foasil fuel usage. a quick tranaition to renewable energy.

Up case G122 Q222 Q322 Q422 Q123 Q223 Q323 Q423
1% USD/Rand {average) 1521 15.50 15.00 1480 1400 1470 1480 1450
Repo rate (end rate) 425 475 450 425 400 4.00 425 425

Economic growth of 3%, nsing confidence and investment levels, structural consirsinls eroded, global
growth strong, globsl financisl markets risk-on. No nationalisstion or expropration without compensation.
Low domaestic infiation on favourable westher and gicbal conditions, rand strength. lower state-controlled
price infiation on incressed priveie privatisation. Fositrie outiooks on credit ratmgs tum into upgrades fiscal
consolidation. debl projctions fall substantaelly, Substentisl transition to renewable energy away from
fossil fuel usage. comprehensive measures to alleviste cimate change impact on economy.

Q122 G222 Q322 Q422 0123 Q223 Q323 Q423

Base USO/Rand (average) 1521 1550 1880 1580 1580 1800 1840 1500
case Repo rate (and rate) 425 475 5.50 8.50 a.50 8.50 8.50 8.50
50% Economic growth modest but &fts towards 3 0% yly over five years on suffickent domastic policy support

measures. global financisl market risk sentiment is neutral to positive. South Aftica in the BE oreddt rating
category brackel as fecal consobdation (debl to GDFP stabiksation) cocurs leading 1o some positive
outlooks The rand sees mild weskness and inflation is impacted by the course of weather patierns vis
food price infistion. Little expropristion without compensation cocurs and has no negetive effect on
soonomy, no nabonaksation. A modest trar 10 rer ble energy and slow move away from fossd fuel
usage occurs and measures 10 alleviste the impact of cimale change on the economy sre modestly
implamanted. The Russian/Ukraina conflict esses and does not exacerbate.

Q122 Q222 Q322 Q422 Q123 G223 Q323 Q423

Lite USO/Rand (sverage) B2 1550 1800 1700 1780 1760 1750 1770
(domestic) Repo rate (end rate) 4.25 475 5.75 8.78 a7s 7.25 7.75 B8.25

Down The international environment (incl risk sentiment) is that of the bese case. South Alncas fails fo see debt
case projections stabikse. falls mio single B (local and foreign currency) credd ratings from all three sgencems.
39% Recession cocurs. Business confidence depressed. significant load shedding. wesk investmant growth.

civil and political unrest. High inflation on unfavorable weather conditions, marked rand weskness. Little
transition to renewable energy of measures 1o alleviste the impact of chmate change. Very hmited
expropriation of private sector property without compensation, with some negative impact on the
sconomy. Substantial fiscel consolidation ulimately ocours, preventing ratings falling into the C grades

Q122 Q222 Q322 Q422 Q123 Q223 Q322 Q423

Severe  USD/Rand (aversge) 1521 15.50 17.50 1800 1830 1850 18680 190.00
down Repo rate (end rate) 425 475 8.00 7.00 7.50 8.00 850 .00

case Lengthy global recession, globa! financis! crisis — insufficient monetary and other support domestically
% and internationally. Limited expropriation of private property without compensation with 8 marked negative

economic impact Very high inflation on very sdverse weather conditions, severe rand weakness. SA rated
single B from all three key sgencies. downgrades eventuslly into CCC grade, increased risk of default
Government borrows from increasingly wider scurces. sinks deeper info 8 debt trap, widespread. severe
services load shedding. severe civil and political unrest. SA economy in depression. Failure to transition
to renewable energy and to sufficient messures to slleviate the impact of cimate change on the economy.
Mote: Event risk begins 0322 Source: Investec

2022 2023 2024
Q122 Q222 Q322 Q422 Q123 0223 Q323 Q423 0Q1.2¢ Q224 Q324 Q424
USD/ZAR 1521 1550 1600 1700 17.50 1780 1750 17.70 1800 17.80 1780 17.70
GBP/ZAR 2040 1050 2023 2023 2001 2121 2144 2213 2304 2314 2378 2443
EURZAR 17.07 1880 4718 1780 1848 1588 1873 19020 2070 2100 2112 21.77
ZARNPY 705 833 817 808 787 733 720 700 @83 883 0653 &1
CHFZAR 1847 1815 17.70 1800 1882 1013 1023 1945 1078 1058 1934 1p48
AUDZAR 1102 1114 1171 1100 1251 1320 1330 1338 1404 1388 1373 1381
GBPUSD 134 120 120 1.1@ 1.20 i1 1.23 126 128 1.30 1.35 138
EURUSD 112 108 102 104 108 108 107 100 195 118 120 123
UsSDiJryY 118 130 138 138 133 129 127 128 123 118 115 110
MNote: averages, Source: Investec, lress



‘Sevare Down Case: Exchange Rate forecasts
2022
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Up Case Exchange Rate forecasts
2022

USDiZAR
GBP/ZAR
EUR/ZAR
ZARJPY
CHFZAR

AUDZAR

GBPUSD
EURMUSD
USDUPY

@122
1521
2040
17.07
785
16.47
11.02
134
1.12
118

Q222
1559
19.60
16.80
833
16.15
11.14
128
1.08
130

Q322
15.00
17.85
15.25
R3]
1579
10.20

1.20
1.02

Q422
18.00
21.42
1802
T84
1915
12.80
1.10
1.04
138

Q422
1400
17.73
15.42
923
15.85
10.43
118
1.04
138

Extrama Up Case: Exchange Rate forecasts
2022

USDVZAR
GBP/ZAR
EUR/ZAR
ZARIPY
CHFZAR
AUDZAR

Q1.22
1521
20.40
17.07

7.85
10.47
11.02

GBPUSD 1.34
EURUSD 112

usouPY

118

Q222
15.50
1050
18.80
833
10815
11.14

1.20
1.08
130

Q322
14.00
18.78
1422
087
14.74
e

1.20
1.02
138

Q422
13.80
18.42
1428
.00
14.08
LX)

1.19
1.04
138

1.23
18.30
21.87
w3
724
1008
13.08
1.20
1.08
133

Q123
1460
17.81
18.72
%1
18.02
10,85

1.20
1.00
133

Q1.23
13.70
18.37
14.45
Q.87
14.73
Re0
120
1.08
133

2023
Q223 Qi
1850 18080
2220 227¢
e 1wee0
807 8383
2011 2044
1388 1423
1.21 123
1.08 1.07
129 127
2023
Q223 Q33
1470 1480
17.71  17.80
1558 1582
878 870
1508 18.04
11.03 1117
i1 123
1.08 1.07
120 127
2023
Q223 Q323
13860 13.40
1820 10.42
1442 1434
940 Q.48
1478 1473
1020 10.25
.21 1.23
1.08 1.07
120 127

423
19.00
23.75
20.71

L3

2088

14.35
1.28
1.00
128

Q1.24
19.30
24.70
2220
8.37
212
15.05
1.28
115
123

2024
Q224 Q324
10.40 19.20
2522 2000
2289 2118
808 500
2132 2121
1513  15.05
1.30 138
1.18 120

118 118

Q4 24
19.30
20.03
23.74
570
2121
15.08
1.38
123
110

Nate: averages, Source: Investec, Iress

Q423
14580
18.13
15.81
ses
1563
10.85

128
100
128

Q124
14.00
1w.07
17.14
g2
18.37
11.82

128
115
123

2024
Q224 Q324
1500 1450
1950 1058
17.70 17.40
T.B7 783
1848 1582
11.70 11
1.30 135
1.18 120
118 115

Q4 .24
14.50
2001
17.84
750
1563
"N
138
1.23
110

‘Note sverages, Source: investec, Iress

Q4.23
13.30
10.83
14.50
Q.44
14.02
10.04
125
1.08
120

Q1.24
13.10
18.77
15.07
03¢
14.40
10.22
128
1.15

2024
Q224 Q324
1310 1200
1702 17.42
1548 1548
.01 8o
1440 1418
1022 1008

1.30 135
1.18 1.20
118 115

Q424
12.80
17.88
15.74
850
14.07
o2
138
122
110

Note: averages. Source: Investec. lress



