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

The rand came under pressure after the release of the national Budget, but it has since recovered marginally.
Mining and manufacturing production contracted by 2.7% yoy and 3.3%, respectively.

The National Budget shows limited expenditure restraint amid the higher VAT rate and, effectively, personal taxes.
US inflation moderated after a drop in energy prices and a slowdown in services inflation.

The US labour market remained robust despite Federal government job losses.

The Bank of Canada cut interest rates by 25 bps as it warned about the growth risks from the trade war with the US.
China slipped back into deflation due to a drop in food prices.

Japan's economy expanded in Q4 as net trade and government spending rose.

The rand was firmer early in the week as the US dollar lost further ground on worries about the likely impact of the US trade war
with its key trading partners. However, the local unit lost 0.7% to R18.31/$ on Wednesday after the Finance Minister presented
the Budget Speech 2025, which showed that despite limited expenditure restraint, the expenditure targets would likely be
missed, while it effectively raised taxes on individuals. This morning, the local unit is marginally firmer at R18.26/$.

The US dollar fell to $1.09 per euro on Tuesday, its lowest level since 5 November, just before Donald Trump won the US elections,
due to concerns about the likely negative impact of the Trump administration’s trade war on the US economy. The US unit has
pulled back marginally to $1.08 this morning but remains under pressure as the tit-for-tat import tariffs continue. As Congress
fails to reach a deal to raise the debt ceiling again, the prospect of a federal government shutdown this weekend also puts the
dollar under pressure. Against the British pound, the US unit touched $1.30 on Wednesday, but it was marginally firmer at $1.29
this morning. The Japanese yen is around ¥148.70 this morning, holding steady at around ¥147 this week.
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The local market is broadly weaker, which is in line with the global trend due to local concerns about the fiscal budget.

US equity markets extended their losses from last week as they fell in each of this week’s four sessions. The S&P 500 has dipped
by more than 10% since its peak in mid-February, entering correction territory after the Nasdaq suffered the same fate last week.
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European equities also came under pressure, surrendering some of last week’s gains. In Asia, the Japanese Nikkei was down for
four straight sessions up to Thursday. Still, Asian equities rebounded marginally today on hopes that a US Federal government
shutdown will be averted on indications that some Democrats will support the Republican temporary funding bill.

In bond markets, the US 10-year yield hovered around 4.28% this week. Locally, the yield on the 10-year benchmark increased
slightly to 9.81% from 9.78% on worries about the high execution risk of the National Treasury’s spending plans and the likely
impact on government debt.

In commodity markets, Brent crude oil decreased as the trade war heightened fears of an economic slowdown affecting energy
demand. Also, the International Energy Agency (IEA) revised its oil demand forecast lower. Gold has set a record high of $2 989.20
an ounce as the metal benefits from its safe-haven status.
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Economic developments

Mining and manufacturing production started the year on a weak footing. Both industries contracted despite the yoy
improvements in electricity generation (up 5.7%). Mining fell for a third consecutive month, registering a contraction of 2.7% yoy
from -2.4% in December, worse than our expectation of +0.9%. Iron ore, PGMs, and coal led the decline, shaving 4.8 ppts off total
production. On the plus side, manganese ore grew by 21.2% and contributed 1.2 ppts. Over the three months ending in January,
production was down 3.5%. Mineral sales fell by 5.9%, driven by a 21.1% drop in gold sales. Mineral sales, however, are still trending
up and increased by 6.8% qoq over the last three months.

Manufacturing production has started trending downward in January. It contracted by 3.3% yoy from 1.2% in December. The drag
came from petroleum, chemicals, rubber, and plastics, as well as food and beverages, while motor vehicles, parts and accessories
also continued its decline. Together, the three sub-sectors shaved 3.7 ppts off the total. The most significant positive contribution
came from wood, paper, publishing and printing (rising 5.6% and contributing 0.6 ppts). Manufacturing sales were down 1.9% yoy.
On a seasonally adjusted basis, sales fell by 0.8% mom, following changes of 1.1% in December and -3.0% in November 2024

Weekly Monitor | 2



| 14 March 2025

National Treasury finally tabled the 2025 National Budget on Wednesday. The revised but still contested budget reflects a slower
pace of deficit reduction than indicated last year. The consolidated budget deficit narrows from a hefty 5% of GDP in fiscal year
(FY) 2024/25 to 4.6% in FY2025/26 (vs. 4.2% in Oct-24), 3.8% in FY2026/27 (vs 3.6%) and 3.5% in FY2027/28 (vs 3.2%).
Essentially, the Treasury is banking on faster economic growth, no personal income tax relief and a one percentage point rise in
VAT tax rate over two years to boost the state's coffers sufficiently to absorb higher government expenditure without raising the
budget deficit too much. Consolidated revenue is forecast to increase by 7.5% per annum over the next three years, revised from
6.9% in last year's Medium Term Budget Policy Statement (MTBPS). At the same time, consolidated expenditure is budgeted to
grow by 5.6% per annum over the same period, much higher than the 4.9% reflected in the MTBPS. This acceleration is partly
driven by higher-than-budgeted increases in public sector wages but also by larger allocations for infrastructure and above-
inflation increases in social grants and other consumption expenditures. Debt service costs also exert more upward pressure on
spending due to the broader budget deficit, rising by 7.1% per year over the three years, up from the 6.9% anticipated in MTBPS.
Encouragingly, excluding debt service costs, the government will run a slightly larger primary surplus, which widens from 0.5% of
GDPinFY2024/25t00.9% in FY2025/26 and then climbs to 2% in FY2027/28. The gross-debt-to-GDP ratio is projected to peak
at 76.2% this year before easing slowly to 75.1% in FY2027/28. This year's fiscal framework is a mixed bag. Given the reliance on
relatively robust revenue growth and the tendency for expenditure to overshoot, the budget deficit will likely be higher than
projected. Consequently, fiscal risks will remain elevated.

US President Donald Trump has threatened to impose tariffs of 200% on European alcohol after the European Union slapped
higher tariffs on US goods inretaliation for the 25% tariffs on steel and aluminium. This comes as the political rhetoric with Canada
escalates. The new leader of the Liberal party, Mark Carney, has vowed not to back down in the tit-for-tat import tariffs against
the US, accusing Donald Trump of attacking Canadian workers and families and vowing that Canada will never be a state of the
US. Carney, who will take from Prime Minister Justin Trudeau, is a seasoned economist who served as the Governor of the Bank
of Canada and the Bank of England.

After weeks of mounting uncertainty and growing recession fears, there was good news on US inflation. Headline inflation eased
to 2.8% yoy in February after increasing to 3% in January from a recent low of 2.4% in September last year. Encouragingly, core
inflation receded to 3.1% after edging up to 3.3% in January. A relapse in energy prices exerted the most downward pressure,
declining by 0.2% yoy. The ongoing slowdown in services inflation also contributed to the easing from 4.3% in January to 4.1% in
February, brought about by softer increases in shelter, medical care, and transport services. In contrast, food inflation increased
from 2.5% in January to 2.6% in February. On a month-on-month basis, CPI rose by 0.2%, down from 0.5%.

The US economy created 151 000 jobs in February, up from January's 125 000. Employment in health care, financial services,
transport, and warehousing increased significantly. However, federal government employment declined by 10 000 due to layoffs
by the Department of Government Efficiency (DOGE). The unemployment rate rose to 4.1% from 4%, while the labour force
participation rate eased to 62.4%. Average hourly earnings for all employees increased by 0.3%, mom to $35.93. For private-
sector production and non-supervisory employees, earnings rose by 0.3% mom to $30.89.

As widely expected, the Bank of Canada reduced its key interest rate by 25 basis points to 2.75%. The Governing Council
observed that the Canadian economy experienced stronger-than-anticipated growth in Q4, supported mainly by previous rate
cuts. However, growth is projected to decelerate due to escalating trade tensions with the US, which will likely weigh on consumer
confidence and fixed investment.

The eurozone's economy expanded by an annualised 0.9% in Q4, slower than Q3's 1.7% growth.

Germany's industrial production rebounded by 2% mom in January, recovering from a 1.5% decline in December. The automotive
sector led the increase, lifting output by 6.4%. However, output of fabricated metal products declined by 7.7%, while energy
production fell by 0.5%. Over the year, output shrunk by 1.6%, highlighting ongoing challenges in the sector despite the recent
monthly rebound.

China dipped back into deflation. Prices declined by 0.7% yoy in February from a 0.5% increase in January due to a contractionin
seasonal demand following the Spring Festival. Food prices fell by 3.3%, driven by sharply lower fresh vegetable prices (-12.6%)
and much slower increases in pork prices (4.1% from 13.8%). Core inflation was -0.1% from a 0.6% rise in January. Consumer
prices fell by 0.2% mom from 0.7% increase.

Japan's economy grew by 0.6% qoq in Q4, below the flash estimate of 0.7%, but still up significantly on Q3's 0.4% growth. Private
consumption was flat after reporting a 0.7% rise in Q3. In contrast, government spending showed positive momentum, growing
by 0.4% from a modest 0.1% gain. Net trade played a significant role in overall growth, contributing 0.7 percentage points, as
exports rose for the third quarter, albeit at a slower pace of 1% compared to 1.5%. In contrast, imports fell by 2.1%. On an
annualised basis, the economy advanced by 2.2%, a notable increase from a 1.4% increase in Q3

Next week's focus: Key economic releases and events
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Next week's focus will shift from fiscal to monetary policy. The SARB's Monetary Policy Committee (MPC) meets on Wednesday
and Thursday. This is a difficult one to call, as a case can be made for either another cut or a pause. Domestic inflation and growth
dynamics still support further monetary policy easing. Although headline inflation ticked up off a low base in January, it remained
well below the SARB's 4.5% target. Even more compelling, there was no evidence of significant upward traction in any goods and
services within the consumer basket. Steady and low core inflation further confirms that underlying price pressures remain
contained. At the same time, the modest gains on the economy's supply side have been consolidated, helping to contain operating
costs and providing some space for moderately faster economic growth without triggering disruptions and bottlenecks.

Other cost-push forces also appear tame. Global oil prices are slipping, bogged down by sluggish global demand and expectations
of increased supply. Despite renewed global uncertainty as the US rains down tariffs upon friend and foe alike, the rand has held
up relatively well. Even the political discord over this year's National Budget only led to a mild and brief dip in the rand. Elsewhere,
consumer spending is recovering but is too patchy and selective to translate into significant demand pressure on prices. This is
evident in the ongoing slowdown in the household loan growth. More importantly, the inflation outlook for the year remains
relatively benign. The gentle rise of recent months will likely continue. Even so, we still see the average for the year at alow 4%. If
recent fundamentals dominate the discussion, another 25-bps rate cut is likely on the cards.

However, the MPC rightly pointed to brewing upside risks to the inflation outlook in January. The Committee identified essentially
two areas of concern:

High administrative price inflation, particularly the possibility of another round of hefty increases in electricity tariffs.

The threat that the Trump administration's trade policies could trigger a global trade war, leading to higher inflation and
interest rates globally while rattling investors and resulting in greater risk aversion in financial markets. Such an outcome
would place the rand under substantial pressure. According to the SARB's model, the rand would depreciate to nearly R21
to the US dollar, driving domestic inflation up to 5% and lifting the policy rate to 50bps above the SARB's baseline.

Both these risks have materialised, but perhaps not quite the way the Committee envisioned. NERSA granted Eskom another
hefty 12.74% increase for 2025 but slashed the increases for 2026 and 2027 to 5.36% and 6.19%, respectively. The price hikes
are substantially less than the SARB assumed in its January forecasts, especially over the medium term. So, the electricity tariff
hikes will likely be less damaging than feared. President Trump's chaotic trade war started with a bewildering barrage of
announcements. The US administration followed through on some of its most severe threats but postponed others. The verdict
on reciprocal tariffs is scheduled for early April. So far, China, Canada, and the European Union have all retaliated against the US.

Given that the global markets largely dismissed Trump's tariff threats, the flurry of executive orders jolted and confused
investors. Geopolitical tensions intensified. The markets' fear gauge, the VIX, shot up to levels last seen during the pandemic. US
confidence faltered, consumers' inflation expectations rose sharply, the Atlanta Fed's NOW forecasts pointed to a shrinking
activity over Q1 and Q2, and Fed Chair Jerome Powell confirmed there is no hurry to cut interest rates. The mayhem has a
stagflation feel about it. Geopolitical tensions and trade wars lead to higher inflation and weaker growth through falling trade
volumes, reduced investment and faltering demand. The MPC expected these shocks to trigger global risk aversion and bolster
the US dollar, placing the rand under strain. While it has led to a spike in risk aversion, it has not convinced investors to stockpile
dollars. This may be because the dollar is still trading around historical highs or because the Trump administration's policies are
shaking the markets' usually unwavering faith in US exceptionalism and its safe-haven qualities. Consequently, the rand and other
EM currencies remained upright amid the turmoil. It is still early days. The hit could come later, and renewed and persistent rand
weakness would alter inflation's trajectory. Given the unfolding trade war and widespread confusion, it may be wise to wait and
see and leave interest rates unchanged for now. We think the MPC will choose this path next Thursday.

Key releases include February's consumer inflation (CPI) and retail sales for January. We forecast CPI to have remained steady at
3.2%. On the downside, transport costs remained in contraction territory, but the deflation rate likely moderated due to a smaller
drop in fuel prices. In January, fuel prices increased by 1.2% mom, reducing the yoy decline in fuel to 2.4% from 3.1%. Meanwhile,
food inflation will rise from 1.9% to 1.5% as the base effects reverse and global prices increase. Some upward pressure will also
emanate from miscellaneous items, including health insurance and hospital fees, which were surveyed in February. Growth in
retail sales likely slowed to 1.4% yoy in January from 3.1% in December. The moderation reflects the usual dip in sales at the start
of the year. Nonetheless, sales are still up due to an improvement in consumer demand. Consumer spending continues to benefit
from higher discretionary incomes due to lower inflation, reduced interest rates and withdrawals from the two-pot retirement
system.

Monetary policy decisions will be in focus next week as the trade war threatens to stoke inflation. The Bank of England is expected
to keep its Bank rate unchanged at 4.5%. At its last meeting, the Bank reiterated that policy must "remain restrictive for
sufficiently long" to reduce the risks of persistent inflationary pressures. The People's Bank of China, the Central Bank of Brazil
and the Bank of Japan are expected to maintain their policy rates at current levels.
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This afternoon, the focus will be on the US University of Michigan consumer sentiment index, with the survey closely watched for
theimpact of the US trade war on household sentiment and its implications for inflation expectations. Last month, 5-year inflation
expectations rose to a multi-year high on fears about the US’s high import tariffs on its key trading partners. Next week’s key
releases include industrial production for the US, China, and Japan. Additionally, retail sales for the US and China will also be
released. In Japan, the trade balance is expected to improve from a -¥ 2758.8 billion deficit to a ¥600 billion surplus.
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Table 3: Release Calendar

14 Mar 2025 Germany CPI Final (mom) Feb
Germany CPI Final ((yoy)) Feb 2.3 2.3 %
UK Industrial Output (yoy) Jan -0.7 -19 %
UK Manufacturing Output (yoy) Jan -0.4 14 %
France CPI (yoy) Feb 0.8 0.8 %
us U Mich Sentiment Preliminary Mar 63.1 64.7 Index
us U Mich Conditions Preliminary Mar 65.0 657 Index
us U Mich Expectations Preliminary Mar 64.3 64 Index
us U Mich 1Yr Inf Preliminary Mar 4.3 %
us U Mich 5-Yr Inf Preliminary Mar 35 %
17 Mar 2025 China (Mainland) Industrial Output (yoy) Feb 5.4 6.2 %
China (Mainland) Retail Sales (yoy) Feb 4 3.7 %
China (Mainland) Industrial Production (yoy) Feb 6.0 5.8 %
China (Mainland) Retail Sales (yoy) Feb 3.4 3.48 %
China (Mainland) Unemployment Rate Urban Area Feb 51 51 %
us Retail Sales (mom) Feb 0.7 -0.9 %
us Retail Sales (yoy) Feb 35 42 %
18 Mar 2025 EU ZEW Survey Expectations Mar 28 242 Index
Germany ZEW Economic Sentiment Mar 35 26 Index
Germany ZEW Current Conditions Mar -92 -88.5 Index
us Industrial Production (mom) Feb 04 0.5 %
us Manufacturing Output (mom) Feb 01 -0.1 %
us Industrial Production (yoy) Feb 23 2 %
19 Mar 2025 Japan Exports (yoy) Feb 110 7.2 %
Japan Imports (yoy) Feb 16.7 %
Japan Trade Balance Total Yen Feb 600.0 -2758.8 Billion
Japan Industrial O/P Rev (mom) Jan -1 -11 %
Japan Industrial O/P Rev (yoy) Jan 26 26 %
SA CPI (mom) Feb 0.3 %
SA CPI (yoy) Feb 3.2 %
SA Core Inflation (mom) Feb 0.2 %
SA Core Inflation (yoy) Feb 35 %
SA Retail Sales (yoy) Jan 31 %
Brazil Selic Interest Rate 19 Mar 13.25 13.25 %
Japan JP BOJ Rate Decision 19 Mar 0.5 05 %
20 Mar 2025 China (Mainland) Loan Prime Rate 1Y Mar 31 31 %
China (Mainland) Loan Prime Rate 5Y Mar 36 3.6 %
UK ILO Unemployment Rate Jan 4.4 %
UK BOE Bank Rate Mar 4.5 45 %
SA Prime Rate Mar 11.00 11.0 %
SA Repo Rate Mar 75 75 %
us Existing Home Sales Feb 4.08 Million
21 Mar 2025 Japan CPI, Core Nationwide (yoy) Feb 3.2 %
UK GfK Consumer Confidence Mar -20 Index
France Business Climate Overall Mar 96 Index
EU Consumer Confid. Flash Mar -12.8 -13.6 Index

Source: Refinitiv/Trading Economics

Weekly Monitor | 6



| 14 March 2025

GROUP ECONOMIC UNIT

Isaac Matshego +27 10 234 8358 isaacmat@nedbank.co.za
Busisiwe Nkonki +2710 233 2966 busisiwenkon@nedbank.co.za
DISCLAIMER

The information furnished in this report (the "report”). which information may include opinions. estimates. indicative rates. terms.
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.

Weekly Monitor | 7



