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Review of 10 to 14 February and a preview of 17 to 21 February

The rand has gained ground against a broadly weaker dollar.

Mining and manufacturing production will weigh on GDP growth in Q4 2024

The US dollar is broadly softer as investor temper their expectations

In his testimony to the Senate, the US Fed Chair stressed that the Fed is not in a hurry to cut interest rates further.
The US continued to create jobs in January despite the disruptions from unfavourable weather.

US CPIl unexpectedly rose to 3% in January, primarily due to the price shock from the avian flu outbreak.

The UK economy grew slightly after stagnating in the third quarter.

China’s inflation rose as food prices rebounded.

The rand has pulled back to R18.37/$ after trading weaker at the start of this week. The local unit firmed a softer US dollar.
Investors tempered their expectations of likely benefits for the US economy from the Trump administration’s protectionist
policies. Trump’s tariff policy seems to be losing momentum, while trading partners threaten reciprocal measures. The euro is
trading at a two-week high of $1.05 this morning, while the British pound is at $1.26/$, its highest level since the third week of
December. The Japanese yen has pulled back to ¥152.60/$ after touching ¥154 on Wednesday.

The Canadian dollar has rebounded to levels that prevailed in the first week of December, while the Mexican peso is back to its
level in the first week of February. These currencies dropped sharply in the final week of January after Trump signed orders
imposing 25% tariffs on their exports to the US.
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Local equities recorded another week of broad-based gains, with the JSE All Share Index closing higher as all its subindices rose
on Wednesday and Thursday to reverse the losses from the start of the week.

In the US, strong earnings reports from tech companies and continued optimism on the economy lifted the major indices.
European markets and the Japanese Nikkei are also strengthened as fears about the damage from Trump’s tariffs faded
somewhat.

Bond yields eased marginally as inflation fears moderated somewhat because the markets expected delays in the
implementation of Trump’s reciprocal tariff proposals. The US 10-year yield dropped to 4.54% yesterday after touching 4.63%
on Wednesday. Locally, bond markets are flat ahead of next week’s Budget speech.
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In commodity markets, Brent crude oil price eased on the prospect of potential talks between the US and Russia. President Trump
announced that the US and Russia would immediately start negotiations to end the Russia-Ukraine war, easing fears of the war
continuing to impact the Russian oil and gas supply. The gold price has set a new record high of $2 934.75 an ounce as it benefits
from its inflation-hedge status.
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Economic developments

Both mining and manufacturing production will weigh on GDP growth in Q4 2024. Manufacturing contracted by 0.8%, with six
out of the ten divisions declining. The largest were basic iron and steel and non-ferrous metal products and parts and accessories.
Mining reversed its gains in Q3 2024, registering a decline of 0.3%. Manganese ore, iron ore, and gold production suffered the
most. PGMs and coal, however, managed to grow. While mining grew over the year, up by 0.4%, manufacturing production fell by
0.4%. The Iull in load-shedding must have supported output in mining, while the soft and slow recovery in demand was an
insufficient boost to manufacturing production in the face of high operating costs.

In his semi-annual testimony to the Senate Banking Committee, Federal Reserve Chair Jerome Powell reiterated that the Fed
would not hurry to further cut its policy interest rate, stating that monetary policy was less restrictive than a year ago. Powell
would not be drawn into debate on his views on the Trump administration’s trade tariffs, stressing that the Fed would assess the
likely impact on inflation once the tariff policy was clear. Powell’s testimony followed the data showing that the labour market
remained strong in December, while job creation remained high in January. The US economy added 143 000 nonfarm jobs in
January, lower than the market forecast of 170 000 but still reflecting solid hiring, with employment not significantly impacted by
the California wildfires and severe winter weather over large parts of the country. Payroll increases for December were revised
to 307 000 from the initially reported 256 000. The unemployment rate fell slightly to 4% from 4.1%, while average hourly
earnings increased by 0.5% mom and 4.1% yoy to $35.87. The labour participation rate rose to 62.6% from 62.5% as favourable
job prospects encouraged more job seekers. Consumer inflation increased to 3% yoy in January against the market consensus of
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an unchanged 2.9%. Prices rose by 0.5% mom from December’s 0.3% rise, with the cost of eggs up by 15.2% mom, due to the
negative effect of avian flu on supply. Core inflation unexpectedly edged higher to 3.3% yoy after briefly easing to 3.2% in
December.

Eurozone industrial production unexpectedly shrank by 1.1% mom in December from 4% growth in November. The decrease was
driven by significant reductions in capital goods (-2.6%), intermediate goods (-1.9%), and durable consumer goods (-0.7%). Year-
on-year, the decline in industrial output intensified to 2% from 1.8%.

Germany's industrial production contracted 2.4% mom in December, after November’s 1.3% growth. The automotive industry
and machine maintenance and assembly led the decrease, while the pharmaceutical industry experienced a substantial increase.
Annually, output dropped further by 3.1% in December from a 2.8% fall in November. The trade surplus widened to €20.7 billion
in December from €19.2 billion in November. Exports grew unexpectedly by 2.9% mom to €131.7 billion, driven by increased sales
to EU countries. Meanwhile, imports edged up by 2.1% to €111.1 billion, with notable increases in purchases from the EU, the US,
and Russia. Germany recorded a surplus of €£€241.2 billion in 2024 as a whole.

UK real GDP grew by a modest 0.1% goq in Q4, following a stagnant Q3. The boost came from a 0.2% increase in the services
sector and a 0.5% rise in construction. However, the production sector faced challenges, declining by 0.8%. This downturn was
attributed mainly to a 0.7% decrease in manufacturing, particularly in transport equipment and pharmaceuticals. The monthly
industrial production figures showed that conditions remained broadly lacklustre despite rebounding by 0.5% mom in December
from a drop of 0.5% in November. The increase was led by stronger growth in mining (+1.5% vs -1.8%) and manufacturing (+0.7%
vs -0.3%). Inflation moderated to 2.5% yoy in December from 2.6% in November. Prices dropped in the restaurant and hotel
sector, costs for recreation and communication decreased by 3.4%, while services declined by 4.4%. On a monthly basis,
consumer prices rose by 0.3% from 0.1%. Core inflation fell to 3.2% yoy from 3.5%.

China's annual inflation increased to 0.5% in January from 0.1% in December, reaching its highest level since August 2024 due to
the effects of the Lunar New Year and the government stimulus. Food prices rebounded by 0.4% from -0.5%, while non-food
prices rose by 0.5% from 0.2%. Over the month, consumer prices rose by 0.7% after recording no change in December.

Next week's focus: Key economic releases and events

The main event next week will be the 2025/26 National Budget. We expect the Minister to present a more upbeat economic
outlook, as the economy benefits from favourable weather, steadier electricity supply, subdued inflation, modestly lower interest
rates, and reasonable global demand. However, downside risks to domestic growth are still elevated primarily due to the looming
threat of an escalating trade war between the US and its trading partners. We forecast gross tax collections for fiscal year (FY)
2024/25 to slightly exceed the 2024 Medium-Term Budget Policy Statement (MTBPS) estimate but remain below the 2024
Budget projection by more than R20 billion. Personal taxes have increased sharply, boosted by the two-pot retirement fund
withdrawals. At the same time, company taxes will likely beat October's projections. However, VAT growth will probably fall short
of the MTBPS's estimate, contained by the faster-than-expected deceleration in inflation. Over the next three years, faster
economic growth and rebounding tax buoyancy will boost tax collections but will still be well below the trajectory set out in
February 2024. Non-interest expenditure rose by less than 3% in the first nine months of FY2024/25, running well below last
year's Budget and MTBPS targets. Debt service costs increased less than projected, while Treasury seems to have absorbed the
higher wage bill within the original allocations. Although encouraging, the higher-than-budgeted public sector wage settlement
will exert upward pressure on expenditure over the Medium-Term Expenditure Framework (MTEF-2025/26 to 2027/28). We
expect the consolidated budget deficit to narrow slightly to 4.4% of GDP in FY2024/25 from 4.5% in FY2023/24, beating the 5%
reflected in MTBPS. The deficit will narrow over the MTEF, driven by stronger revenue growth as nominal GDP increases.
Encouragingly, the primary surplus will increase over the period.

We do not anticipate any significant new revenue measures. Personal tax brackets are again likely to be left unchanged,
considering the subdued inflation rate. Medical aid tax credits could also be unchanged as the government prepares to introduce
the National Health Insurance Scheme (NHI). Reports suggest the NHI legislation will be amended to make provisions for the
continued existence of medical aid schemes alongside NHI, implying the withdrawal of tax credits in the future. The fuel levy has
not been adjusted since April 2022, so we expect an inflation-related hike in FY2025/26. Considering the end of load-shedding
and the relief it has brought to business operational costs, the levy could be increased by more than inflation. The excise duties
on alcohol and tobacco products will rise by the usual above-inflation adjustments.

We do not expect any new policy announcements. Media reports indicate that the Medium-Term Development Programme will
set an economic growth target of 3% per annum and will not include a fiscal rule. This contradicts the National Treasury's
announcement in the MTBPS that it was undertaking technical work on an anchor to guide changes in expenditure. The Treasury
will likely give an update on the process to review the inflation target. At January's Monetary Policy Committee meeting, Reserve
Bank Governor Kganyago announced that a conference on the inflation targeting framework will be held in March, a clear
indication that the public consultation phase of the process is due to commence. In recent years, the Governor has argued to
revise the inflation target to 3% from the current 4.5%.
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Key releases include consumer (CPI) for January, retail sales for January, and the fourth quarter Quarterly Labour Force Survey
(QLFS). Statistics South Africa will release the revised CPI basket, including a new base year and weights. Based on the outgoing
data series, our CPI forecast shows inflation edging higher to 3.4% in January from 3% in December. The increase mainly reflects
rising fuel costs. During the month, the petrol price increased by 0.6% mom, reducing the yoy rate of decline to a shallower 4.5%
from 10.2%. The monthly increase mainly reflected the impact of higher oil prices. The Brent crude oil price rose by 4% in January,
outweighing the effect of a modest appreciation of the rand against the US dollar. As a result, transport costs will increase by
0.1% yoy after three consecutive months of deflation. Food inflation likely accelerated to 2.4% from 1.7%, mainly due to base
considerations. Upward pressure will also emanate from miscellaneous items, including building and household insurance, gym
fees, and funeral expenses and policies, which were surveyed in January. Growth in retail sales likely slowed to 4.1% yoy in
December from 7.7% in November as the base starts normalising. Lower inflation, interest rates, and festive shopping would have
supported sales.

The QLFS is not expected to show a significant improvement in the unemployment rate as the weak economy fails to absorb the
growing labour force, and companies are sitting on excess capacity. Employment growth will probably improve in 2025. A stable
power supply, easing logistic challenges, some improvement in consumer demand, and faster reform implementation will lift
business confidence and encourage the private sector to expand capacity.

This afternoon, US retail sales and industrial production data will be watched to asses the US economy’s strength in early 2025.

Next week’s key release is the People’s Bank of China monetary policy decision, with the market expecting no change in the 1-
and 5-year loan rates. Japanese Q4 GDP figures will be out on Tuesday, with investors looking out for the impact of rising interest
rates on domestic demand. On the inflation front, the UK, France, and Japan data are due. The market anticipates that UK inflation
will edge down to 2.4% from 2.5% yoy. Meanwhile, the S&P Global PMI flash data is due on Friday and is expected to show
continued recovery of the manufacturing sector. Additionally, consumer confidence and retail sales data are due.
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Table 3: Release Calendar

14 Feb 2025 us Retail Sales (yoy) 3.92
us Industrial Production (mom) Jan 0.3 0.90 %
us Manuf Output (mom) Jan 0.1 0.6 %
us Industrial Production (yoy) Jan 0.55 %
17 Feb 2025 Japan GDP (goq) Q4 1 03 %
18 Feb 2025 UK ILO Unemployment Rate Dec 4.4 4.4 %
France CPI (yoy) NSA Jan 14 14 %
France CPI (mom) NSA Jan -0.1 -01 %
SA Unemployment Total Q4 8.1 8.011 Million
SA Unemployment Rate Q4 33.0 321 %
Germany ZEW Economic Sentiment Feb 9.0 10.3 Index
19 Feb 2025 Japan Machinery Orders (mom) Dec 22 3.4 %
Japan Machinery Orders (yoy) Dec 7.6 103 %
Japan Exports (yoy) Jan 3.0 2.8 %
Japan Imports (yoy) Jan 20 1.8 %
Japan Trade Balance Total Yen Jan 130.9 Billion
UK Core CPI (yoy) Jan 31 32 %
UK CPI (yoy) Jan 24 25 %
SA CPI (mom) Jan 01 %
SA CPI (yoy) Jan 3 %
SA Core Inflation (mom) Jan 0 %
SA Core Inflation (yoy) Jan 3.6 %
SA Retail Sales (yoy) Dec 7.7 %
20Feb2025  China(Mainland) Loan Prime Rate 1Y Feb 31 31 %
China (Mainland) Loan Prime Rate 5Y Feb 36 3.6 %
21 Feb 2025 Japan CPI, Core Nationwide (yoy) Jan 32 3 %
UK GfK Consumer Confidence Feb -22 Index
UK Retail Sales (mom) Jan 0.2 -03 %
UK Retail Sales (yoy) Jan 4.00 36 %
France Business Climate Manufacturing Feb 94.0 95.0 Index
France Business Climate Overall Feb 92.0 95 Index
us Existing Home Sales Jan 4.16 424 Million
us U Mich Sentiment Final Feb 67.8 67.8 Index
us U Mich Conditions Final Feb 68.7 687 Index
us U Mich Expectations Final Feb 67.3 67.3 Index
us U Mich 1Yr Inf Final Feb 43 43 %
us U Mich 5-Yr Inf Final Feb 33 3.3 %

Source: Refinitiv/Trading Economics
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DISCLAIMER
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price quotations and projections. reflects the existing judgment of the author(s) and the prevailing market conditions as at the
date of this report. which judgment and conditions are subject to change without notice. modification or amendment. This report
does not necessarily reflect the opinion of Nedbank Limited ("Nedbank"). The information herein has been obtained from various
sources. the accuracy and/or completeness of which Nedbank does not guarantee and for which Nedbank accepts no liability.

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are
provided solely for your information and consideration. The information contained in this publication may include results of
analyses from a quantitative model which represent potential future events that may or may not be realised. and is not a complete
analysis of every material fact representing any product. Any estimates included herein constitute Nedbank's judgment as of the
date hereof and are subject to change without any notice. Nedbank and/or its affiliates may make a market in these instruments
for our customers and for our own account. Accordingly. Nedbank's may have a position in any such instrument at any time.

Nedbank recommends that independent tax. accounting. legal and financial advice be sought should any party seek to place any
reliance on the information contained herein. This report is intended for use by professional and business investors only. It may
not be considered as advice. recommendation or an offer to enter into or conclude any transactions. This report has been
prepared for general dissemination and information purposes only and may not be construed as an offer to buy or sell or a
solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy in any jurisdiction.
Any additional information relative to any financial instruments and/or financial products reviewed in this report is available upon
request.

All rights reserved. Any unauthorised use or disclosure of this report is prohibited. This report may not be reproduced without the
prior written consent of Nedbank. The information contained in this note is intended solely for the recipient and may not be
distributed by the recipient.

All trademarks. service marks and logos used in this report are trademarks or service marks or registered trademarks or service
marks of Nedbank or its affiliates.
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