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Rand note: the rand is back at R14.50/USD, supported by commaodities, but
the radical destruction of economic activity and infrastructure in a number of
areas in the riots will set back growth prospects and the future value of the

rand

Expected Case: Exchange Rate forecasts
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14.45
20.66
18.08
7.40
15.88
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Mote: averages, Source: Investec, Iress
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Emerging Markets currency depreciation (-) %, appreciation (+) %

1st January 2020 to 31st December 2020 1st January 2021 to 19 July 2021
Bulgarian Lev 1.7 South African Rand
Chinese Renmink 1.6 Brazilian Real
South Korean Wo 09 Taiwanese Dollar
Taiwanese Dollar 07 Chinese Renminbi
Chilean Peso 0.4 Russian Ruble
Czech Koruna Mexican Peso
Philippine Peso Hong Kong Dollar

Malaysian Ringgit Czech Koruna
Singapore Dollar

Indian Rupee
i’ﬁllfsgzﬁw Hungarian Forint
ai Ba Polish Zloty

Hungarian Forint
Indonesian Rupia
Indian Rupee
Colombian Peso
South African Rar
Mexican Peso

Romanian Leu
Malaysian Ringgit
Philippine Peso
South Korean \Won
Chilean Peso

Peruvian Sol Peruvian Sol
Turkish Lira Thai Baht
Brazilian Real Colombian Peso
Argentine Peso Argentine Peso
Turkish Lira
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Source: Bloomberg
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The rand strengthened to R14.36/USD in the early hours of today as thin foreign
trade saw the domestic currency being lifted by the positive commodity sentiment
still at play, but the domestic currency has weakened since then to R14.52/USD.

The widescale riots, looting and destruction of property in certain areas in South
Africa last week as infrastructure was destroyed through arson and other deliberate
criminal activities continues to negatively impact the rand now that SA markets are
open.

The COVID-19 delta variant, which spread rapidly in SA and in some other EMSs,
continues its spread around the world, negatively affecting financial market
sentiment as well, given the highly contagious nature of this new strain.

Commodity prices are still at elevated levels, despite some consolidation, which
has also aided the rand as South Africa remains a key commaodity exporter and
suppressed economic activity after last year’s harsh lockdowns have limited
imports, benefiting the rand.

The damage to SA’s infrastructure will see a further curtailment in economic
activity, over and above that lost in the past week from the riots incited by the
previous regime’s hardcore supporters, which combusted into opportunistic looting
and was fuelled further by poverty.



Appetite for fixed investment in South Africa has also taken a hard knock, as will
consumer and business confidence, and even the appetite for some to remain in
the country, particularly for the high income groups which are internationally
mobile.

Loss of investors and skilled individuals, both of which usually characterise the
internationally mobile residing in SA, even for those whom it takes longer to
emigrate, would also negatively impact the future economic prospects for the
country, creating a negative cycle.

Such is the impact from a severe elevation in political risk for any country. SA risks
not bringing the political risk sufficiently under control, with the slow response from
state security forces seeing some in the private sector having to defend themselves
and their property.

The rand has seen some volatility from all these factors, with rising COVID-19
numbers impacting EM currencies in particular (SA’s are still moderating), but SA
would lose out by lagging further behind global recovery now as well, which will tell
on the rand in future.

Please scroll down to the second section below

Daily new cases in Gauteng - 7 day rolling average — 19 July 2021
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Daily case increase in Covid-19 cases in South Africa — 7 day rolling average
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Regional daily case increase in Covid-19 deaths — 7 day rolling average
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Regional daily case increase in Covid-19 cases — 7 day rolling average — first 3 500
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Regional daily case increase in Covid-19 cases — 7 day rolling average — first 7 000
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In general, risk-off sentiment has had some negative impact on EM currencies, as
market players worry about global economic recovery as COVID-19 cases rise
internationally, resulting in some risk-off and some US dollar strength on safe
haven flows.

Against this backdrop the rand has made noticeable gains since its low of
R14.79/USD on Wednesday last week when South Africa’s riots spread, raging out
of control until military action and private sector self defence mobilisations (in the
main) arrested further insurgence.

However, many in poor communities tried to gain some items too. A devasting
impact of the lost decade of 2010 to 2019’s collapsing growth and state institutions



under state capture has been on the poorest of society, and this added to the riots’
momentum.

Calm has been restored on many fronts, with policing now very active, and the
military in place to also fend off attacks on strategic key points such as harbours,
electricity substations, water treatment plants etc, attempted attacks to radically
destroy the economy.

The relatively quick shutdown of the insurrection (as termed by President
Ramaphosa), has been key in aiding the rand’s recovery, evidencing collective
determination by the majority not to let the country and economy collapse, although
the threat from insurgents is not past.

The tail effect from the insurgency, and ensuing participation of some communities
and/or community members on sentiment, will be negative and risks being long
lasting, dissuading tourism, both domestic and foreign to some degree, and further
cutting off economic activity.

SASRIA payments need to urgently be actioned, those without SASRIA cover
should be compensated by the state to restore economic activity, jobs and
livelihoods as soon as possible, allowing the negative effect on South Africa’s
collective psyche to be shrugged off.

The aim of the destruction by the instigators was to create fear, chaos, extreme
disorder, undermine the Ramaphosa Presidency and the country at large, and was
intended to spread throughout South Africa, burning productive capacity to the
ground.

Preventing further destruction of the economy, and so of livelihoods and lives
should be paramount now. Growth enhancing reforms must finally be implemented
quickly, and strong market orientated, growth perused, while populist, nationalist
polices are discarded.



Economic Scenarios: note currency and probability updates
a1 Q221 Q321 Q421 .22 Q222 Q322 Q4.22

Extreme USD/Rand (average) 14.96 1413 13.50 13.20 13.00 1290 1280 1270
Up case Reporate (end rate) 350 350 325 325 325 325 325 325
1% Impact of Covid-19 pandemic very rapidly resolved - economic growth of 3—5%, then 5-7% for SA. Good

govemance, growth-creating reforms (structural constraints overcome), strengthening of property rights -
individuals obtain title deeds in EWC — no nationalization. High business confidence and fixed investment
growth, substantial FDI inflows, strong fiscal consolidation (government debt falls back to low ratios of
2000s). Strong global growth, commaodity boom. Stabilisation of credit ratings, then credit rating uparades.

Up case a1 Q221 Q321 Q421 Q122 Q222 Q322 Q422
3% UsD/Rand (average) 14.96 1413 1370 1350 1330 1340 1320 13.00
Repo rate (end rate) 3.50 3.50 3.50 3.50 3.50 3.50 3.50 3.50

Quick rebound from Covid-19 pandemic, rising confidence and investmeant levels - structural problems
worked down. No further credit rating downgrades, rating outiooks 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 Q322 Q422

Base UsD/Rand (average) 14.96 1413 14.35 14.25 1435 1475 1505 1465
case Repo rate {end rate) 3.50 3.50 3.50 3.50 375 375 4.00 4.00
50%% 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 senfiment. SA remains in the BB category rating bracket for Moody's — fiscal
consolidation (debt to GDP stabilisation) occurs.

a1 Q221 Q321 Q421 Q122 Q222 Q322 Q422

Lite USD/Rand (average) 14.96 14.13 15.15 15.50 16.00 1665 16.90 17.00
(domestic) Repo rate {end rate) 3.50 3.50 375 4.00 4.00 4.25 425 4.50

Down The international environment (including risk sentiment) is that of the base case. South Afnca fails o see
case its debt projections stabilise and falls into single B credit ratings from all three agencies for local and
41% foreign cumrency. 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. Substanfial fiscal consolidation
uliimately occurs, preventing ratings falling into the C grades.

Q121 Q221 Q321 Q421 Q122 Q222 Q322 Q422

Severe  USD/Rand (average) 14.96 1413 15.65 16.40 17.00 1750 13.00 18.50
down Repo rate {end rate) 350 350 4.00 425 450 4 50 475 5.00

case Lengthy global recession, global financial crisis — insufficient monetary and other policy supports to growth
5% 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 occurnng 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.

Mote: Event risk begins Q3.21. Source: Investec

Lite Down Case: Exchange Rate forecasts
2021 2022 2023
Q121 Q221 Q321 Q421 0122 Q222 Q322 Q422 Q123 Q223 Q323 Q423

USDIZAR 1455 1413 15.15 1550 1600 1665 1650 17.00 1750 1760 1750 17.20
GBP/ZAR 2063 1975 2121 2186 2256 2364 2400 2431 2503 2517 2503 2460
EUR/ZAR 1803 1703 1848 1907 1984 2081 2129 2142 2188 2200 2188 2150
FARMIPY 7.08 7.75 7.13 6.90 669 6.43 §.33 5.29 6.11 5.08 6.11 5.22
CHFZAR 1652 1551 1659 1697 1752 1823 1851 1862 1923 1934 1823 1890
AUDZAR 1156 1088 1167 1194 1243 1299 1318 1326 1365 1373 1365 1342
GBPF/USD 1.38 1.37 137 1.39 1.42 143 1.45 1.43 142 141 1.40 1.40
EUR/MSD 1.21 1.20 121 1.24 1.26 1.26 1.27 1.26 125 1.25 1.25 125
UsSDiPY 108 105 105 105 104 104 105 105 106 106 106 106
Mote: averages, Source: Investec, Iress



Up Case: Exchange Rate forecasts
2021

o121 Q221 Q321 Q421
USD/ZAR 149 1413 1370 1350
GBR/ZAR 20,63 19.75 1918 12.04
EUR/ZAR 1B.03 17.03 16.71 1661
ZARMPY 7.08 775 7.B8 7.93
CHFZAR 1652 1551 1500 1478
AUDZAR 1156 10.82 1055 1040
GBP/USD 1.38 1.37 1.37 1.39
EURMSD 1.21 1.20 1.21 124
USDHIRY 106 105 105 105

Severe Down Case: Exchange Rate forecasts
2021

Q121 Q221 Q321 Q421
USDIZAR 14598 1413 1565 1640
GBP/ZAR 2063 1575 2151 2312
EUR/ZAR 1805 1705 1909 2017
ZARMPY  7.09 7.75 6.90 6.52
CHFZAR 1652 1551 1714 1796
AUDZAR 1156 1088 1205 1263
GBPF/USD 1.38 137 137 139
EUR/MUSD 1.21 1.20 121 124
uUsDiJFY 106 105 105 105

Extreme Up Case. Exchange Rate forecasis
2021

0121 Q221 Q321 Q421
uUshDiZzAR 1436 1413 1350 13.20
GEP/ZAR 20,63 1575 1850 1861
EUR/ZAR 1B.03 1703 1647 16.24
ZARMPY  7.08 7.75 8.00 B.11
CHFZAR 16.52 1551 1478 1445
AUDZAR 1156 1088 1040 1018
GBP/USD 1.38 1.37 137 1.39
EURUSD 1.21 1.20 121 1.24
USDUPFY 106 105 105 105

Q1.22
13.30
18.75
16.49
B.05
14.56
10.37
1.42
1.26
104

Q1.22
17.00
23.97
21.08
6.29
18.62
13.26
14z
126
104

01.22
13.00
18.33
16.12
8.23
14.24
10.14
1.42
1.26
104

2022
Q222 Q322
13.40 13.20
15.03 1874
16.75 16.63
7.89 311
1467 1445
10.45  10.30
1.43 1.45
1.26 1.27
104 105
2022
Q222 Q322
17.50 18.00
2485 2556
Z1.B8 2268
6.11 5.94
15.16 15.71
13.65 14.04
1.43 1.45
1.26 1.27
104 105
2022
Q222 Q322
1250 12.80
1832 18.18
16.13 16.13
B.29 B.36
1413 14.02
10,06 998
143 145
1.26 1.27
104 105

2023
Q422 0123 Q223 Q323 Q423
13.00 1280 1320 1360 1310
18.59 1830 1888 1945 1873
16.38 1600 1650 1700 16.38
8.23 8.36 811 7.87 3.17
1424 1407 1451 14955 1440
10.14 998 10.30 1061 10.22
1.43 1.42 1.41 1.40 1.40
1.26 1.25 1.25 1.25 1.25
105 106 106 106 106
Mote averages, Source: Investec, Iress

2023

Q422 Q123 Q223 Q323 Q423
1850 19.00 1950 19.80 20.00
2646 2717 2789 2846 2860
2331 2375 2438 2488 2500
5.78 5.63 5.49 5.38 5.35
2026 20.88 2143 2187 2198
1443 1482 1521 1552 1560
143 142 141 1.40 1.40
1.26 125 125 1.25 1.25
105 106 106 106 106

Note: averages, Source: Investec, Iress

2023
Q422 Q123 Q223 Q323 Q423
1270 1250 1260 1270 1250
1818 1788 1802 1816 1788
1600 1563 1575 1588 1563
5.43 8.56 8.40 345 8.56
1381 1374 1385 1395 1374
991 9.75 9.83 991 975
143 1.42 141 1.40 1.40
1.26 1.25 1.25 1.25 1.25
105 106 106 106 106
Mote: averages, Source: Investec, Iress



