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Rand note: the rand has weakened since the election as political
risk is seen as heightened

Monday 10 June 2024

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

¥y Y change 2 January 2024 to 10 Juna 2024
Colombian Peso Russian Ruble 0.5
Polish Zloky Hong Keng Dollar
Bulgarian Lev Indian Rupes
Hang Kong Dollar Peruvian Scl
Fomanian Leu Polish 2laty
South African Rand Colombian Paso
Indian Rupae Chinese Renminbi
Chinese Renminbi Bulgarian Lev
Malaysian Ringgit Czech Konmna
Paruvian Sol Malaysian Ringgit
Crach Komuna RomanianLeu
Philippine Peso South African Rand
Taiwanese Dollar Hungarian Forint
Hungarian Forint Chilean Peso
Mexican Peso Tarwanesa Dollar
Thai Baht Indonesian Rupdah
South Korean Won Philippine Pezo ;
Russian Ruble South Korean Won 5.5
Brazilian Real Thai Baht -7.4
Indonestan Rupiah Mexican Pegso .75
Chilean Pesa Turkish Lira -8.8
Turkish Lira2T.7 Brazilian Reald.1
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Emerging Markets Implied Volatilities — values 10 June 2024
South African Rand 209
Russian Ruble | 19,1
Brazitan Rea I 1.5
Turkish Lira [ 1.3
Colombian Peso I 11.0
Hungarian Forint [ 10.1
Polish Zioty I .S
South Korean Won [ ©.;
Czech Koruna GG 7.7
Romanian Leu  [NNNNENEGEGEGEGE .0
Philppine Pese I -.0
Taiwaness Dollar [ <.t
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Emerging Markets Implied Volatilities — values 13 May 2024
Taiwanese Dollar 15
Romanian Leu 14
Philippine Peso 12
Czech Koruna 12
Polish Zloty 12
Hungarian Forit 12
South Korean Won 9
Colombian Peso 8
South African Rand 8
Brazilian Real 7
Turkish Lira 6
Chilean Peso 5
Russian Ruble 5
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Expected Case: Exchange Rate forecasts
2024 2025 2026

Q124 Q224 Q324 Q424 Q125 Q225 Q325 Q425 Q126 Q226 Q326 Q4.26
USD/ZAR 1887 1870 1840 1820 1800 1830 1840 1820 1810 1860 1870 1850
GBP/ZAR 2396 2378 2364 2348 2322 2370 2390 2373 2342 2418 2431 2405
EUR/ZAR 2057 2033 2015 2002 1980 2013 2033 2030 2082 2158 2169 2146
ZAR/JPY 7.79 8.20 834 8.30 8.28 8.01 783 .77 773 7.37 717 7.08
CHFZAR 2169 2063 2035 2012 1980 2013 2023 2000 1989 2044 2055 2033
AUDZAR 1245 1234 1205 1183 1179 1217 1242 1247 1249 1283 1290 1277
GBPUSD 127 127 1.29 129 129 1.30 1.30 1.30 129 130 1.30 1.30
EURUSD 109 1.09 1.10 1.10 1.10 1.10 1 1.12 1.15 1.16 1.16 1.16
USDIJPY 147 153 154 151 149 147 144 142 140 137 134 131

Note: averages, Source: Investec, lress

Ten days after South Africa’s national election, the rand has run up back
to R19.00/USD, with the domestic currency reflecting investor risk perceptions as
uncertainty prevails around which political parties will run SA in the GNU.

The GNU, or Government of National Unity, was announced by President
Ramaphosa last week as the vehicle which will be used to govern the country due
to the ANC’s loss of majority on its drop to 40.2% (below 50.1%) of voter support.

The rand has seen some comparative, mild strength at the end of last week as the
US saw stronger than anticipated non-farm payroll figures, allaying some fears of a
weakening US economy, and pushing up the US GDP Q2.24 growth expectations.

However, the US unemployment rate ticked-up to 4.0% yly, from 3.9% yly also for
May, which was seen as indicating that the labour market was not over heating in
the US, and the data, in combination, instead supportive of a soft landing.

This week, the core CPI inflation rate for May is published (Wednesday), and is
expected to drop to 3.5% yly, from April's 3.6% yly, as inflation continues its
downwards, albeit one which has been slow and bumpy.

However, the key event in the US this week will be the FOMC meeting on
Wednesday, with no cut in the Fed’s interest rate expected, but markets will focus
on the accompanying statements to judge if a softening in tone has occurred,

The Fed funds futures show that market expectations have weakened for a cut in
the Fed funds rate in November, with 100% certainty (or more) for a cut only now
factored in by markets at the December FOMC meeting this year.

Expectations on the US interest rate cutting cycle have slowed down, with less than
a 100% certainty in markets seen for a cut at the January meeting next year, as the
US rate cut cycle is both delayed and weakened, adding to rand depreciation.



SA’s benchmark bond has seen some weakness too in its yield post-election as
market concern over high borrowing and deficits if a move to the left occurs in
government on a GNU, which has also added to rand weakness.

Please scroll down to the second section below

Emerging Markets Carry Return — values 2 January 2024 fo 10 Juna 2024
Turkish Lira
Rusgsian Ruble
Colambian Peso
Indonasian Rupiah
Heng Kong Dallar
Peruvian Sol
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Czech Komuna
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Emerging Markets Interest Return — values 1 January 2024 to 10 June 2024
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Emerging Markets Interest Return — values 9 June 2023 to 10 June 2024
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President Ramaphosa is reported as stating the need “for multiparty cooperation
and multi-stakeholder collaboration if we are to overcome the severe challenges that
confront our country” in a government of national unity.

The President is further reported as highlighting that in joining the government of
national unity “respect for the Constitution and the rule of law” in a written
agreement” and that the process in forming the GNU needs to be transparent.

“The purpose of the government of national unity must be first and foremost to tackle
the pressing issues that South Africans want to be addressed”, with the intended
GNU governance of SA announced last week Thursday.

Various political parties, while able to join the GNU, have shown differing responses,
with some initially stating that they would not join, while others are awaiting the
details of the agreement.

While the approach has been seen as sensible by and large, market concerns linger
on the length of the process, and the commentary coming out from various parties
has also had some market impact, adding to the elevation in political risk.

The ANC, has held discussion with a number of other political parties, under its NEC
and has established a working committee to flesh out the plans for the GNU, with
key parties unable to find common ground so far.

Markets are seeking stability, politically, in the governance of the country and in its
policies, including the need for fiscal consolidation, independence of the Reserve
Bank and the judiciary, as well as free markets and protection of property rights.

While the election process itself has been declared free and fair, there has some
complaints from smaller parties, with court action beginning, while the risk of severe
civil unrest in KZN again is a concern.



* The rand will remain beholden to both global and domestic events, with parliament
due to see its first sitting of the new dispensation just after the middle of the month,
and President Ramaphosa expected to be voted in again as President.

Economic Scenanos:

w124 G224 G324 @424 127 G2I5 G333 G425
Exftremz USD/Rand (awerage) 18.87 17.10 18.50 15.50 15.00 1480 1450 1440
Up case  Reporate (end rate} 825 T.Th T80 T.00 550 .25 g.00 5.50
1% 54 economic growth mses o 3-5%, then 5-7% Good gowernance, growth-creating reforms (structural

constraints eradicated), strong propery nights, no nationalisation or expropriation without compensation. High
business confidence and feed investment growth, substantial FOI, fiscal consolidation drives debst to low ratios
of 20035, Very subdued dormestic mflafion on extreme rand strength, very fawourable weather conditions. Very
short grey Bsfing. Strong global growth, risk-on, commodity boom, Rapid upgrades of credit ratings, Strong
transiion away from fossil fuel usage. a quick fransition to renewable energy, very comprehensive measurss
to allaviate cimate change impact on economy. The Russian/Ukraine war ends guickly.

Up case G1.24 Q234 Q324 Q424 125 G225 @335 Q410
2% USD/Rand {average} 18.87 17.50 17.20 17.00 18.80 1680 167D 165D
Repo rate (end rate} 5.25 £.00 T.78 7.50 T.00 .73 6.50 g.00

Economic growth Bs to sround 45, rising confidence and investment levels, structural constraints eroded,
global growth strong. global financial markets rsk-on. Wo nationalisation or expropriation  without
compensation. Low domestic infiation on favoursble weather and plobal conditions, rand strength, lower state-
controfled price inflation on increased private privatisation. Positive outlooks on credit ratings tum into upgrades
on substantial fiscal consoidation, debi projections f2ll substantially, Grey listed for less than eight=en months.
Substantal transition to renewablz energy sway from fossil fuel usags, comprehensive measures to allzviate
cimate change impact on economy. The RussianUkrane war ends

Q.24 Q24 Q324 Q424 25 @235 @225 Q439

Base U5SD0/Rand (average) 18.87 1370 1340 1320 1800 1830 1840 1820
case Repo rate (end rate) 525 8.25 B.25 B.00 T.25 7.00 8.75 a.75
A5% Economic growth modest but [ifts towards 2.0% yy over five years on sufficient domestic policy. support

mezsures (but still limited somswhat by load shedding, freight constraints), ploba! financial markst risk
sentiment is neutral to posithie. Souwth Africa in the BB credd rating catepory brackst a5 fiscal consolidaton
[debt to GOF stebfEation) ccours leading fo some postive owtiooks. The rand stabilises and strengthens
somewhat, inflation is impacted by the course of weather patterns via food price inflation. Liftle expropristion
without compensation pccurs and has no negative effect on economy, no nationalisation. A modest transition
ta renswsable energy and slow mowe sway from fossil fuel usage occurs and measures to slleviate the impact
of cimate change on the economy are modestly implemented. The Russian/Ukraine war persists and do=s not
exscerbate, nor do middle East Tensions. The grey listing is temporary.

Q1.24 Q224 Q324 Q424 123 @215 @225 Q425

Lite USD/Rand (average} 18.87 19.80 19.70 19.50 19.30 1040 1BED 10ED
[domestic) Repo rate (end rats) 825 550 BT B.5D B .50 8.50 825

Diawim The international environment (incl risk sentiment) is that of the base case South Africa fails o ses
case gowemment debt projections stabilize, falis mio single B (local and foreign cumency) credit ratings from il
43% thre= ggencies. Recession occurs. Business confidence depressed, substantial load shedding. marked freight

constraints, weak mvestment growth, civil and political unrest. High inflation on unfavorable weather
conditians, marked rand weskness. Litile transition to renewable energy or measures to alleviate the impact
of chimate chanpge. Wery limited expropriation of private sector property without compensation, with a shght
nepgative impact on the economy. Subsiantial fiscal consolidation uitimately occurs, preventing ratings falling
nto the O grades. The greylisting is lengthy.

G124 Q224 Q324 @424 0125 G235 G335 Q425

Severs USD!Rand {average} 18.87 20.50 21.40 21.50 2170 2170 2180 2200
down Repo rate (end rate} £.25 2,00 B7E 11.00 11.50 150 100 1075
case Lenpgthy global recession, global financial cisis - msuffickent monetary and other suppert domestically and
% mterrationally. WVery high inflation en very adverse weather conditions, severe rand weakness. 54 rated =ingle

B from zll three key agencies, downgraded inte COC grade, inoreased nisk of defzull. Govermmeni bomows
from increasingly wider sources, sinks desper into a debt trap. widespread, severs services load shedding,
severe civil and political unrest. Failure to fransition to renewabls ensrgy and measures to allzviate the impact
of climste change on the economy. Limited expropriation of private property without compensation with a
notizesble negstive economic impact. 54 = blacklizted The Russian/Ukraine war widens inta neighbouring
{MNATID) countries, Middle East tensions warsen.

Mote: Event risk begins Q2 24 Source: Investec



Lite Down Case: Exchange Rate forecasts
2024

USD/ZAR
GBP/ZAR
EUR/ZAR
ZARIPY
CHFZAR
AUDZAR
GBP/USD
EURUSD
USDIPY

Q1.24

18.87
23.96
20.57
779
21.69
12.45
127
1.09
147

Q2.24

19.80
2517
2153
774
2184
13.06
127
1.09
153

Q3.24

19.70
2531
2157
779
21.79
12.90
129
1.10
154

Q424

19.50
25.16
2145
774
2156
12.68
129
1.10
151

Severe Down Case: Exchange Rate forecasts
2024

USD/ZAR
GBP/ZAR
EUR/ZAR
ZARIPY
CHFZAR
AUDZAR
GBP/USD
EUR/USD
USDIJPY

Q124
18.87
23.96
2057
7.79
21.69
1245
127
1.09
147

Q224
2050
26.06
2229
7.48
2261
1352
1.27
1.09
153

Q324
21.40
27.50
2343
717
23.67
14.02
129
1.10
154

Up Case: Exchange Rate forecasts
2024

USD/ZAR
GBP/ZAR
EUR/ZAR
ZARIPY
CHFZAR
AUDZAR
GBP/USD
EUR/USD
USDIPY

Q124
18.87
23.96
20.57
779
21.69
1245
127
1.09
147

Q224
17.50
2225
19.03
8.76
19.30
1154
127
1.09
153

Q3.24
17.20
22.10
1883
892
19.02
11.27
129
1.10
154

Q424
21.50
27.74
2365
7.02
23.77
13.98
129
1.10
151

Q424
17.00
21.93
18.70
888
18.79
11.05
129
1.10
151

Extreme Up Case: Exchange Rate forecasts
2024

USD/ZAR
GBP/ZAR
EUR/ZAR
ZARIPY
CHFZAR
AUDZAR
GBP/USD
EURUSD
USDIJPY

Q124
18.87
23.96
20.57
779
21.69
1245
127
1.09
147

Q224
17.10
21.74
18.59
8.96
18.86
1128
127
1.09
153

Q3.24
16.50
21.20
18.07
930
18.25
10.81
129
1.10
154

Q424
15.50
20.00
17.05
974
17.14
10.08
129
1.10
151

Q1.25

19.30
2490
21.23
772
21.23
1264
129
1.10
149

Q125
21.70
27.99
2387
6.87
23.87
1421
129
1.10
149

Q1.25
16.90
21.80
1859
882
18.59
11.07
129
1.10
149

Q1.25
15.00
19.35
16.50
9.93
16.50
983
129
1.10
149

2025

Q225

19.40
2512
21.34
755
21.34
12.90
130
1.10
147

Q3.25

19.50
2533
21.55
738
2144
13.16
130
1.1
144

Q4.25

19.60
2555
21.86
722
21.54
1343
130
112
142

Q1.26

19.50
2523
2243
7.18
2143
13.46
129
1.15
140

2025

Q225
21.70
28.10
2387
6.75
2387
1443
130
1.10
147

Q325
21.90
2844
2420
6.58
24.08
1478
1.30
i
144

2026

Q2.26

19.60
2548
2274
6.99
21.54
13.52
1.30
1.16
137

Q3.26

19.60
2548
2274
6.84
21.54
1352
1.30
1.16
134

Q4.26

19.70
2561
2285
6.65
2165
1359
130
1.16
131

Note: averages, Source: Investec, Iress

Q425
22.00
28.68
2454
6.43
2418
15.07
1.30
1.12
142

Q1.26
22.10
28.59
25.42
6.33
2429
15.25
129
1.15
140

2025

Q225
16.80
21.76
18.48
872
18.48
1117
1.30
1.10
147

Q3.25
16.70
21.69
1845
862
18.36
1127
1.30
1.1
144

2025

Q2.25
14.60
18.91
16.06
10.03
16.06
9.7
1.30
1.10
147

Q325
14.50
18.83
16.02
9.93
1594
9.79
1.30
i
144

2026

Q226
2220
28.86
25.75
6.17
24 40
15.32
1.30
1.16
137

Q326
2220
28.86
25.75
6.04
24.40
15.32
1.30
1.16
134

Q426
2210
28.73
2564
593
2429
15.25
1.30
1.16
131

Note: averages, Source: Investec, Iress

Q4.25
16.50
2151
18.41
858
18.13
11.30
1.30
112
142

Q1.26
16.20
20.96
1863
864
17.80
11.18
129
1.15
140

2026

Q2.26
16.00
20.80
18.56
856
17.58
11.04
1.30
1.16
137

Q3.26
15.90
20.67
18.44
843
17.47
10.97
130
1.16
134

Q4.26
15.80
20.54
1833
829
17.36
10.90
1.30
1.16
LEY

Note averages. Source: Investec. Iress

Q4.25
14.40
18.77
16.06
983
1583
9.86
1.30
1.12
142

Q1.26
14.10
1824
16.22
9.93
1549
9.73
129
1.15
140

2026

Q226
14.00
18.20
16.24
9.79
1538
9.66
1.30
1.16
137

Q3.26
14.30

1859
16.59
937
15.71
987
1.30
1.16
134

Q426
1420
18.46
16.47
9.23
15.60
9.80
1.30
1.16
131

Note: averages, Source: Investec, Iress



