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Rand note: the rand has weakened modestly on the US's targeted tariff

announcement

Monday 3 February 2025
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Emerging Markets Implied Volatilities — values 3 February 2025
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Emerging Markets Implied Volatilities — values 20 January 2025

Russian Ruble [ 0> 2
Braziian Real NG S 2
South African Rand 137
Hungarian Forint I, (¢
Czech Korvna NN 11 ¢
Polish Zioty NG 11 3
Romanian Leu I, 1.0
South Korean Sonn [ 10 5
Turkish Lia | : 1
Taiwanese Dollar [ 5 5
Phiippine Peso NN © <
0.0 50 10,0 15,0 20,0 25,0

Expected Case: Exchange Rate forecasts
2025

2026 2027
Q125 Q225 Q325 Q425 Q126 Q226 Q326 Q426 Q127 Q227 Q327 Q427
USD/ZAR 1870 1890 1880 1870 1850 1860 1870 1860 1850 1860 1870 1850
GBP/ZAR 2300 2268 2275 2319 2313 2344 2375 2399 2387 2418 2431 2405
EURZAR 1907 1890 1899 1907 1924 1953 2001 2027 2072 2120 2169 2146
ZARWJPY 3834 836 851 845 827 79 775 769 762 747 733 730
CHFZAR 2078 2100 2089 2125 2126 2138 2174 2188 2126 2090 2055 20.33
AUDZAR 1159 1172 1184 1197 1203 1228 1253 1246 1277 1283 1290 1277
GBPUSD 123 120 121 124 125 126 127 129 129 130 130 130
EURUSD 102 100 101 102 104 105 107 109 112 114 116 116
USDUPY 156 158 160 158 153 148 145 143 141 139 137 135
Note: averages, Source: Investec, Iress

The rand’s best level last week was R18.42/USD, averaging R18.72/USD over
January. US core PCE inflation (the Fed’s preferred measure of inflation for its
implicit target of 2.0% y/y) came out unchanged, and as expected, at 2.8% vy/y.

In November last year we changed the rand’s forecast trajectory after the US
election outcome, ending 2025 at R17.60/USD instead of R16.50/USD and also
altering the forecast to R17.50/USD by end of 2026, instead of R15.60/USD.

In December, the FOMC pushed up its inflation forecasts on expectations of US

tariff increases, and also uncertainty around this, causing markets to cut back

on interest rate cut forecasts, and so resulting in US dollar strength and rand

weakness.

US dollar strength on risk aversion saw the rand weaker, with targeted tariff

increases expected, which caused the substantial revision of the rand forecasts



noted above. A modest further adjustment has occurred as some increases
have been announced

Specifically, over the weekend, the Trump administration imposed tariffs of
25% on goods imported from Mexico and Canada (except energy imports from
Canada), as previously threatened on the both illegal drug and immigrant flows
into the US.

Oil, gas and other energy imports from Canada will be subjected to a 10% tariff,
sparking promises of retaliatory tariffs as a trade war gets under way, and
seeing the rand temporarily exceed R19.00/USD, as volatility in the domestic
currency persists.

The rand reached R19.04/USD today on the announcements, then pulled back
to R18.69/USD, with markets already having partially built in expectations of
higher tariffs from the US, and so somewhat higher inflation after December’s
FOMC meeting.

The US also signed in more tariffs for China as well (10%), but China is reported
to have said that it will file a lawsuit with the World Trade Organisation for
“wrongful practices” as it believes it has counternarcotics cooperation with the
us.

The White House notes “(d)uring his first term as President of the United
States, President Trump established the President’s Commission on Combating
Drug Addiction and the Opioid Crisis and declared the Opioid Crisis a public
health emergency.”

US “trade accounts for 67% of Canada’s GDP, 73% of Mexico’s GDP, and 37% of
China’s GDP, it accounts for only 24% of U.S. GDP. However, in 2023 the U.S.
trade deficit in goods was the world’s largest at over S1 trillion.”

Under the prior Trump administration, substantial protectionism slowed global
growth and trade, weakening the rand and creating risk-off sentiment, with
markets factoring in similar, and the trajectory for the rand is flat to somewhat
weaker.

Please scroll down to the second section below
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Emerging Markets Carry Return - values 1 January 2024 to 3 February 2025
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Emerging Markets Carry Return - values 2 January 2025 to 3 February 2025
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Volatile non-resident portfolio net purchases (+) sales (-) vs USD/ZAR (monthly averages)
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A bout of load-shedding in SA over the weekend also had a negative effect on
the domestic currency, but Eskom noted “(t)his is a temporary setback, as
loadshedding is largely behind us due to structural improvements in the
generation fleet”.

“Following over 10 months of uninterrupted electricity supply ..., Eskom has
encountered a temporary setback. As a result, Stage 3 loadshedding is being
implemented from (Friday evening) until Sunday.”



“Over the past seven days, we ... experienced several breakdowns that require
extended repair times. This has necessitated the use of all our emergency
reserves, which now need to be replenished over the weekend”.

Eskom has subsequently suspended load shedding of electricity, but it remains
a risk, and is a characteristic of the lite down case, along with water shedding,
as warned by the DWS (Department of Water and Sanitation).

The US imposed tariffs on “(t)he extraordinary threat posed by illegal aliens
and drugs, including deadly fentanyl, constitutes a national emergency under
the International Emergency Economic Powers Act (IEEPA)” on China, Canada
and Mexico.

The White House adds “Chinese officials have failed to take the actions
necessary to stem the flow of precursor chemicals to known criminal cartels
and shut down money laundering by transnational criminal organizations.”

Furthermore, “(a)ccess to the American market is a privilege. The United States
has one of the most open economies in the world, and the lowest average
tariff rates in the world.”

“The government of Mexico has afforded safe havens for the cartels to engage
in the manufacturing and transportation of dangerous narcotics, which
collectively have led to the overdose deaths of hundreds of thousands of
American victims.”

“(T)he Mexican drug trafficking organizations have an intolerable alliance with
the government of Mexico. This alliance endangers the national security of the
United States, and we must eradicate the influence of these dangerous
cartels.”

“There is also a growing presence of Mexican cartels operating fentanyl and
nitazene synthesis labs in Canada. A recent study recognized Canada’s
heightened domestic production of fentanyl, and growing footprint within
international narcotics distribution".

“President Trump promised in November to “sign all necessary documents to
charge Mexico and Canada a 25% Tariff ... This Tariff will remain in effect until
such time as Drugs, in particular Fentanyl, and all Illegal Aliens stop this
Invasion of our Country!”



Economic Scenarios:

Extreme
Up case
2%

Up case
15%

Base
50%

Lite

5%

case
32%

Severe

1%

Lite Down

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

Q1.25 Q225 Q325 Q425 Q126 Q226 Q3.26 Q4.26
USD/Rand (average) 17.00 1600 1530 14.50 1440 1410 1380 13.90
Repo rate (end rate) 7.00 6.75 6.50 625 6.00 550 525 5.00
SA economic growth rises to 3-5%, then 57% Good govemance, growth-creating reforms,
Nm)mm«adu«d.wmumm nationalisation or expropriation compensation.
High business confidence and fixed investment growth, MFDI fiscal consolidation drives debt to low ratios of
2000s. Very subdued domestic inflation on extreme rand strength, very favourable weather conditions. Short grey listing.
Strong global growth, risk-on, commodity boom. Rapid upgrades of credit ratings. Strong transition away from fossil fuel
usage, a quick transition to renewable energy, very comprehensive measures to alleviate dimate change impact on

Geopolitical tensions subside.

economy.

Q125 Q225 Q325 Q425 Q126 Q226 Q326 Q4.26
USD/Rand (average) 1730 1660 1630 1590 1570 1550 1530 15.10
Repo rate (end rate) 725 7.00 6.75 6.50 6.25 6.00 575 5.50
Economic lifts towards 50%, rising confidence and investment levels, structural

growth (including
infrastructure) constraints eroded, global growth strong, global financial markets risk-on. No nationalisation or
expropriation without compensation. Low domestic inflation on favourable weather and global conditions, rand strength,
lower state-controlled price inflation on increased privatisation. Positive outlooks on credit ratings tum into upgrades on
substantial fiscal consolidation, debt projections fall substantially. Grey listed for a moderate period. Substantial
transition to renewable enerqy away from fossil fuel usage, comprehensive measures to alleviate climate change impact

on economy. ease.

Q1.25 Q225 Q325 Q425 Q126 Q226 Q3.26 Q4.26
USD/Rand (average) 1870 1890 1880 1870 1850 1860 18.70 18.60
Repo rate (end rate) 7.50 7.50 725 7.00 6.75 6.75 6.75 6.75

Economic growth modest but lifts towards 3.0% yly over five years on sufficient domestic policy support measures
but is still limited by structural (including infrastructure such as freight transport) constraints. Global financial market
risk sentiment is neutral to positive. South Africa is in the BB credit rating category bracket as fiscal consolidation
(debt to GDP stabilisation) occurs, leading to some positive outlooks. The rand stabilises and strengthens somewhat,
uﬁmawwmmamm«mmmmmAmmumm
occurs and measures to alleviate the impact of climate change on the economy are implemented. Little ootopduon
without compensation occurs and has no significant negative effect on economy, there is no nationalisation. South
Africa’s grey listing lifted in the period. Geopolitical tension persist but do not exacerbate.

Q1.25 Q225 Q325 Q425 Q126 Q226 Q3.26 Q4.26

USD/Rand (average) 1900 1950 1930 1900 1910 1930 19.40 19.20
Repo rate (end rate) 850 875 950 9.50 950 925 925 925
The international environment (ind. risk sentiment) is that of the base case. South Africa fails 1o see government debt

projections stabilise, falls into single B (local and foreign currency) credit ratings from all three agencies. Recession
ocours. Business confidence remains depressed, load shedding and freight (infrastructure) constraints worsen, weak
investment, civil and political unrest. High inflation on unfavorable weather conditions, marked rand weakness. Little
transition to renewable energy or measures 1o alleviate the impact of climate change. Very limited expropriation of
private sector property without compensation, with a slight negative impact on the economy. Substantial fiscal
consolidation ultimately occurs, preventing ratings falling into the C grades. The greylisting is lengthy.
Q1.25 Q225 Q325 Q425 Q126 Q226 Q3.26 Q4.26
USD/Rand (average) 2000 2050 2070 2070 2060 2040 20.40 20.30
Repo rate (end rate) 9.00 975 11.00 11.50 1100 1075 10.00 10.25
global recession, global finandial crisis - insufficient monetary and other support domestically and
. Very high inflation on very adverse weather conditions, severe rand weakness. SA rated single B from
all three key agendes, downgraded into CCC grade, increased risk of default, lengthy recession occurs
borrows from increasingly wider sources, sinks deeper into a debt trap, widespread, severe services load shedding,
severe civil and political unrest. Failure to transition to renewable energy and measures to alleviate the impact of climate
change on the economy. Limited expropriation of private sector property without compensation with a noticeable
negative Geopolitical tensions worsen
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Note: Evemmxbegmmzs Source: Investec

Case: Exchange Rate forecasts
2025 2026 2027

Q125 Q225 Q325 Q425 Q126 Q226 Q326 Q426 Q127 Q227 Q327 Q427

1900 1950 1930 1900 1910 1930 1940 1920 1900 1890 19.00 1890
2337 2340 2335 2356 2388 2432 2464 2477 2451 2457 2470 2457
1938 1950 1949 1938 1986 2027 2076 2093 2128 2155 2204 2192
821 810 829 832 801 767 747 745 742 735 7121 714
2111 2167 2144 2159 2195 2218 2256 2259 2184 2124 20838 2077
1178 1209 1216 1216 1242 1274 1300 1286 1311 1304 1311 1304
123 120 121 124 125 126 127 129 129 130 130 130
102 100 1.01 102 104 105 107 109 112 114 116 116
156 158 160 158 153 148 145 143 141 139 137 135

Note: averages, Source: Investec, Iress



Severe Down Case: Exchange Rate forecasts
2025

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

Q1.25
20.00
2460
20.40
7.80
2222
12.40
123
1.02
156

Q225
20.50
2460
20.50
n
2278
1271
120
1.00
158

Q3.25
20.70
25.05
20.91
773
23.00
13.04
121
1.01
160
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USD/ZAR
GBP/ZAR
EUR/ZAR
ZARIJPY
CHFZAR
AUDZAR
GBP/USD
EUR/USD
USDAJPY

Q1.25
17.30
21.28
17.65
9.02
19.22
10.73
123
1.02
156

Q225
16.60
19.92
16.60
9.52
18.44
1029
120
1.00
158

Q3.25
16.30
19.72
16.46
9.82
18.11
1027
1.21
1.01
160

Q4.25
20.70
2567
211
763
2352
1325
124
1.02
158

Q4.25
15.90
19.72
16.22
9.94
18.07
10.18
1.24
1.02
158
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USD/ZAR
GBP/ZAR
EUR/ZAR
ZARNPY
CHFZAR
AUDZAR
GBP/USD
EUR/USD
USDIPY

Q1.25
17.00
2091
17.34
9.18
18.89
10.54
123
1.02
156

Q2.25
16.00
19.20
16.00
988
17.78
9.92
120
1.00
158

Q3.25
1530
18.51
15.45
10.46
17.00
9.64
1.21
1.01
160

Q4.25
14.50
17.98
1479
10.90
16.48
928
124
1.02
158

Q1.26
20.60
2575
21.42
743
2368
1339
125
1.04
153

Q1.26
15.70
1963
16.33
9.75
18.05
10.21
1.25
1.04
153

Q1.26
14.40
18.00
14.98
10.63
16.55
9.36
125
1.04
153

2027
Q227 Q327
2020 2030
2626 2639
2303 2355

6.88 6.75
2270 2231
1394 1401

1.30 1.30

114 1.16

139 137

Q427
20.40
26.52
23.66
6.62
22.42
14.08
1.30
1.16
135

Note: averages, Source: Investec, Iress

2027

Q227
1475
19.18
16.82
9.42
16.57
10.18
1.30
114
139

Q3.27
1455
18.92
16.88
9.42
15.99
10.04
1.30
1.16
137

Q4.27
14.65
19.05
16.99
9.22
16.10
10.11
1.30
1.16
135

Note averages, Source: Investec, Iress

2026
Q226 Q326 Q426 Q1.27
2040 2040 2030 2040
2570 2591 2619 2632
2142 2183 2213 2285
725 711 704 691
2345 2372 2388 2345
1346 1367 1360 1408
126 127 129 129
105 107 109 112
148 145 143 141
2026
Q226 Q326 Q426 Q127
1550 1530 1510 1490
1953 1943 1948 1922
1628 1637 1646 1669
955 948 947 946
1782 1779 1776 1713
1023 1025 1012 1028
126 127 129 129
105 107 109 112
148 145 143 141
2026
Q226 Q326 Q426 Q127
1410 1380 1390 1370
17.77 1753 1793 1767
1481 1477 1515 1534
1050 1051 1029 1029
1621 1605 1635 1575
931 925 931 945
126 127 129 129
105 107 109 112
148 145 143 141

2027

Q2.27
13.60
17.68
15.50
10.22
1528
9.38
1.30
1.14
139

Q3.27
13.50
17.55
15.66
10.15
1484
9.32
1.30
1.16
137

Q4.27
13.20
17.16
15.31
10.23
1451
9.1
1.30
1.16
135

Note: averages, Source: Investec, Iress



