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Rand note: the currency remains volatile in Q3, pulled back towards R17.00/USD,
with August likely another weak month

Emerging Markets Implied Volatilities — values 8 August 2022
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Emerging Markets Implied Volatilities — values 10 January 2022
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Emerging Markets Implied Volatilities — values 10 January 2022
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Expacted Case: Exchange Rete forecasts
2022 023 2024
Q1.22 Q222 Q322 Q422 Q123 Q223 0Q323 Q423 Q124 Q224 Q329 O424
UED/ZAR 1621 1550 1680 1580 1580 1800 1840 1500 1570 1620 1670 16.20
GBPZAR 2040 41950 41987 1880 1884 1928 2008 1988 2010 21.08 2255 2238
EURZAR 1707 16680 1688 1635 16548 1608 1768 1733 1308 1912 2004 1053
ZARJPY 7BS B33 B32  B70  B4D BO8 FT4  TEOD O TEI  TI2  BAD ATD
CHFZAR 16847 1845 17.47 1681 1677 17.38 1802 1747 1725 17.80 1835 17.80
AUDZAR 1102 1144 1150 1108 111456 1200 12658 12.00 1225 12684 13203 1284
GBPAISD 134 126 120 118 120 121 123 125 128 130 135 133
EURMISD 142 108 102 104 108 108 107 100 1.15 118 120 123
USDIPY 118 130 138 138 133 128 127 126 123 118 115 110

Mote: averages, Source: Investec, lress

The rand remains influenced by international growth concerns, with the possibility of
recession still spooking markets, and monetary policy authorities continuing to hike
interest rates, tightening financial conditions in the face of high inflation.

While Q2.22 Eurozone growth surprised on the upside, H2.22 is not expected to repeat
this, and markets have been factoring in these weaker expectations, not just for the
Eurozone, but globally, supporting safe haven flows and USD strength.

Elevated levels of uncertainty create risk aversion, and risk-off in financial markets is
elevated “(T)he magnitude of the inflation surge has been a surprise to central banks and
markets, and there remains substantial uncertainty about the outlook for inflation” (IMF).

The IMF adds “inflation risks appear strongly tilted to the upside. There is a substantial
risk that high inflation becomes entrenched, and inflation expectations de-anchor.”
Markets fear the persistence of a harsh interest rate hike cycle this year and into next.

This has caused a notable withdrawal from risk assets over both Q2.22 and Q3.22,
resulting in USD strength on safe haven inflows, and weakness in commaodity prices and
EM assets; and so the rand, which is both a commodity and EM currency.



The volatility of the rand is lower than a number of other EM countries, running closer to
the middle of the Bloomberg basket than at the high end, but overall volatilities are higher
for EM currencies than they were in Q1.22, reflecting elevated risk.

The IMF notes second round effects are occurring as consumer price inflation for services,
and indeed “everything” from housing rents to personal services, are picking up from
already elevated levels, and are unlikely to come down quickly.

Warning "(t)hese pressures may be reinforced by rapid nominal wage growth. In countries
with strong labor markets, nominal wages could start rising rapidly, faster than what firms
reasonably could absorb, with the associated increase in unit labor costs passed into
prices.”

The rand will remain at risk over Q3.22, with the third quarter of the year typically the
weakest period for the rand as risk aversion levels tend to be elevated on thin trade as
market players tend to withdraw from riskier investment to take vacataion

Please scroll down to the second section below
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Emerging Markets Interest Return — values 8 August 2022
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Emerging Markets Implied Rates — values 8 August 2022
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September, and particularly October tends to see some rand strength, as risk aversion
levels ease notably. However, the second half of this year, particularly Q4.22 is worrying
markets as the slowdown in global growth is expected to be notable then.

This means that the fourth quarter of this year, when traditional strength in the domestic
currency tends to prevail, and the first quarter of 2023 could also be afflicted by negative
market sentiment.

Warnings from multilaterals have the ability to negatively affect market sentiment,
particularly those with large economic research divisions such as the IMF and World Bank,
both of whose concerns over global growth hit markets hard in April.



This negative impact on financial market sentiment persisted over Q2.22 and Q3.22,
causing risk aversion in investing in risky assets as the prospect for return is seen to be
weakening as the global growth outlook does.

Many key private sector and regulatory institutions also support the view of a strongly
weakening prospect for economic activity over H2.22 and H1.23, if not the whole of 2023,
which has added to the risk-off market view.

Additionally, the Russian/Ukraine war has not ceased, and the impact on energy prices is
still noticeable, elevating them over a year ago, even though they have fallen recently on
global growth concerns.

That is, while oil and gasoline, as well as natural gas, prices have eased in Q3.22 to date
they are markedly higher versus this time last year, which adds to inflationary pressure as
inflation is measured year on year.

High inflation is still worrying markets, and the prospects for it to remain higher for longer
than was initially expected, which is being signalled by key private sector, regulatory and
multilaterals research houses and departments.

There is consequently risk for further high volatility (EM currency volatility is elevated
compared to Q1.22) and the risk for even further rand weakness, with the IMF warning
last week “(m)ore forceful tightening may be needed.”



Economic Scenarios: note updated forecasts
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a1.22 Q222 Q322 @422 Q123 @223 Q@323 @423

USD/Rand (average) 15.21 15.58 14.00 13.80 13.70 13.60 1340 1330
Repo rate (end rate} 425 475 4.00 375 375 3.75 3.50 3.50
S5A sconomic growth risss to 3-5%, then 5-7%. Good gowvemance, growth-creating reforms ({structural
constraints eradicated), strong property rights, no nationalisstion or expropriation without compensation.
High business confidence and fized investment growth, substantial FOI, fiscal consolidation drives dzbt to
low ratios of 2000=. Very subdued domestic inflation on exfreame rand strength, wvery favourable wesather
condiions. Strong global growth, risk-on. commodity boom. Rspid upgredes of credit ratings. Strong
transition sway from fossil fuel usage, & quick transition to renewsble anergy.

@122 Q222 G222 Q422 G123 Q223 Q323 Q423
USD/MRand (average) 15.21 15.658 15.00 14.20 1400 1470 1460 1450
Repo rate (end rate} 425 475 450 425 4.00 4.00 4.25 4.25
Economic growth of 3%, rsing confidence and inwvestment levels. structural constreints eroded, global
growth strong, global fimancial markets risk-on. Mo nationalisation or expropristion without compenssation.
Lows domestic inflation on favourable weather and global conditions, rand strength. lower state-controlied
price infiation on increased private privatisation. Posilive outlooks on credit ratings tum into upgrades fiscal
consalidation, debt project antially. Substantial transition to renewable energy away from
fossil fuel usege. comprehensive measures to alleviate climate change impact on economy.

= fail =4

Q.22 @222 @222 @422 G123 Q@223 @323 Q422

UZD/Rand {average) 15.21 15.5658 16.60 15.80 15.60 18.00 1840 1580
Repo rate (end rs!e} 425 4.75 550 .50 §.50 8.50 8.50 8.50
Economic growith modest but [fis towards 3 0% vy over fiv 7= on sufficient domestic pcllcy support
measures. global ﬁr‘anclal market risk sentiment is neutral to pc-sttwe South Africa in the BE credit rafing

gory bracket as fiscal consolidation (debl to. GDFP stshiisation) occurs leading fo seme. pasitive
outlonks. The rand sees mild weakness and inflation is impacted by the course of weather patterns wvia
food price infiation.  Litfle expropriation without compensation ccocurs and has no negstive effect on
economy, no naticnalisation. & modest transition to remewsakble energy and slow move away from fossil fuel
usage occurs and messures fo alleviste the impact of climate change on the economy are modesthy
implemented. The Russian/Ukraine conflict eases end does not exacerbate.

Q.22 @222 Q222 Q422 Q123 Q227 Q323 Q423
UsD/Rand (average) 15.21 15.56 16.80 17.00 17.80 1760 1752 A17.70
Repo rate (end rate} 4.25 4.75 a.75 B.75 B8.75 .28
The international environment (incl. risk sentiment) is that of the basa cass. South Afrc

2, fells into simgke B (locai and foreign curmency) credit gs from sl the

. Business confidence depressed, significant load she::ldlng weak investrment growth,
civil and paolitical unrest. High inflation on unfavorable weather conditions, marked rand weakness. Little
transition to remewsble energy or measures to alleviate the impact of climate change. Very limited
expropristion of private sector property without compensstion, with some negative impact on the
economy. Substantial fiscel consolidetion ultimately ocours, preventing ratings faling into the C grades

a1.22 G222 Q322 Q422 o123 G223 Q323 Q423
USD/MRand (average) 15.21 15.56 17.50 18.00 18.20 18.50 1880 1500
Repo rate (end rate) 425 475 §.00 T.00 T.50 2.00 2.580 8.00
Lemgthy global recession, glebal financial crisis — insufficient monetary and other support demestically
and internationally. Limited expropristion of private property without compensation with a8 marked negsfive
economic impact. Very high inflation on very adverse weather conditions, severe rand weakness. SA rated
B from alf three key sgencies, downgrades eventusly into CCC grade, increesed nsk of defaull
Gowernment borrows from increasingly wider sources, sinks deeper into a8 debt trap, widespresad. severs
services |load shedding, severs civil and political unrest. 5A economy in depression. Failure to transition
to renewsble energy and to sufficient measures to alleviate the impact of cimate change on the economy.

Note: Event risk begins @322, Source: Investec

Lite Down Case: Exchange Rate forecasts

2022 2022 2024
Q122 Q222 Q3222 Q422 Q123 0223 Q323 Q423 Q124 Q224 Q324 Q424

UsDizaR - 1821 1850 1680 1700 1780 1780 1750 1TY0 1200 1780 1760 1770
GBP/IZAR 2040 1958 2023 2023 2091 2121 2144 2213 2304 2314 23T 24.43
EURZAR 17.07 1660 1748 17680 1848 1868 1873 1928 2070 2100 2142 2177

ZARLIPY
CHFZAR
AUDZAR

755 .13 517 B.0% T57 7.33 T7.28 70D 0.23 663 653 8.21
16.47 18415 17.vy8 1808 1882 1813 1823 1845 1878 1858 1934 1945
11.02 1114 1171 1180 1251 1220 1230 1338 1404 13.82 1373 1381

GBPUSD. 1.34 1.26 1.20 118 1.20 1:21 1.23 1.258 128 1.30 1.35 1.38
EURMUSD 112 1.08 1.02 104 1.08 1.08 1.07 1.06 115 118 1.20 123
USCVIPY 116 130 138 138 133 124 127 126 123 118 115 110

MNote: averages, Source: Investec, lress



Severe Down Case: Exchange Rate forecasts
2022 2023 2024

Q122 Q222 Q322 Q422 Q123 Q223 Q323 Q423 Q124 Q224 Q324 Q4724
UsDZaR 1521 1580 1750 1800 1830 18250 1860 1900 19.30 1940 1930 18.30
GBF/ZAR 2040 1938 20584 2142 2187 2226 2278 2375 2470 2522 26.08 2663
EURZAR 1707 1680 41778 1883 1931 1881 1880 2071 2220 2288 2318 2374
ZARNPY T7.85% 8.33 7.88 T.B4 7.24 8.87 6.83 G6.81 B.37 G5.08 5.88 5.70
CHFZAR 1847 1615 1842 1915 19688 2011 2044 2083 2121 2132 2121 2131
AUDZAR 1102 1114 1212 1280 1308 1388 1423 1435 15058 15143 1508 1508
GBPUSD 134 128 1.20 1.18 120 1. 123 1.25 1.28 130 1.35 1.38
EURAISD 112 1.08 1.02 1.04 1.08 1.08 1.07 1.08 1.15 1.18 1.20 1.23
USDLIFY 116 130 138 138 133 128 127 126 123 118 115 110
Mote: averagas, Source: Investec, Iress

Up Case: Exchange Rate forecasts
2022 2023 2024

Q122 Q222 Q322 Q422 Q123 Q223 0323 Q423 Q124 Q224 Q324 Q424
USDIEZAR 1521 1558 15.00 1480 1490 1470 1460 1450 1480 1500 1450 14.50
GBFfZAR 2040 1958 17685 17.vy3 1781 17.71 1788 1813 1807 1850 18.58 2001
EURZAR 17.07v 16680 15258 1542 1572 15583 15682 1581 1744 17.70 17.40 17.84
ZARIJPY 7.85 533 B.21 0.23 3.80 578 570 &.go 228 787 7.83 788
CHFZAR 1647 1615 1578 158% 1602 1568 1604 1593 1837 1648 1583 1583
AUDZAR 1102 1%.14 1038 1043 1085 11.03 1147 1085 1182 .70 1131 4131
GBP/USD 1.24 1.28 120 116 120 1.21 1.23 1.25 1.28 1.30 1.35 1.38
EUR/AUSD 1.12 i.0e i.02 1.04 i.08 1.08 1.0F 1.08 118 118 1.20 123
USC/JPY 116 130 138 138 133 128 127 128 123 118 115 110
Mote aversges, Source: Investec, Iress

Extreme Up Case: Exchange Rate forecasts
2022 2023 2024

Q122 Q222 Q322 Q422 Q123 Q223 Q223 Q423 Q124 Q224 Q3249 Q4.24

UsDiZAR 1521 1558 1400 13830 1370 1260 1340 1330 1310 1210 1280 1280
GBRIZAR 2040 1950 1678 1642 1637 1836 1642 1663 1677 17.03 17.42 17.68
EURIZAR 17.07 1680 1423 1438 1445 1442 1434 1450 1507 1548 1548 1574
ZARJPY 7.85 833 887 .98 8.87 9.48 848 844 215 a0 501 BED
CHFZAR  16.47 1615 1474 14088 1473 14.78 1473 1462 1440 1440 1418 14.07
AUDZAR 1102 11.14 8.70 8.68 930 1020 1025 1004 1022 1022 10.08 9.88
GBPUSD  1.34 126 120 118 1.20 1.21 123 1.25 128 1.30 1.35 1.38
EURAISD 112 1.08 1.02 1.04 1.08 1.08 1.07 1.08 1.1% 118 1.20 1.23
LUSDHIPY 118 130 138 138 133 128 127 126 123 118 118 110

Maote: averages, Source: Investec; Iness



