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Botswana
Market Watch

GMT Country Data event or release Period Market Exp Previous
- BW Benchmark interest rate decision Oct 20 2.65%
06:00 GE Producer prices y/y Sep 45,7% 45,8%
12:30 us Initial jobless claims Oct 15 228k
12:30 us Philadelphia Fed index Oct 4,5 -9,9
14:00 us Existing home sales Sep 4,7mn 4,8mn
14:00 us Leading Indicators Sep -0,3% -0,3%
17:30 us Fed's Bullard Gives Welcome Remarks at Annual Lecture
17:45 us Fed's Cook Speaks on Panel at Careers Event
18:05 Us Fed's Bowman Has Opening Remarks at Community Development...
Factors Overnight What happened? Relevance Importance Analysis
President Biden announced
yesterday a plan to sell the rest This may help keep 3/5 At the margin, the supply of extra oil into the
US Oil reserves of his release from the strategic international oil prices (market market will help keep prices contained. Against
oil reserves in a bid to keep oil constrained, although the h—— ') this, OPEC still has the potential to cut further,
prices low ahead of the mid- effect will be temporary y so any effect on oil prices is not sustainable
terms
China kept its benchmark
lending rates unchanged for the The bias remains towards a 3/5 The weakening CNY has placed a limit on how
China rates second consecutive month this looser monetary policy to (monetary loose the PBoC could turn, or the authorities
morning, broadly in line with support the economy policy) might've reduced interest rates a little further
expectations
£l the‘snuatlon I i The BoE and the ECB, along The outlook for both regions is dire. The cost-
GBI APES VS Mok (22 with other EU central banks 5/ of-living crisis, the war, the supply of energy
UK and EU enough, inflation data released . ; ! (monetary T ’ )
) . . will have no choice but to . and the geopolitical threats of an escalation to
inflation yesterday showed that it had . policy, .
. . respond but recession the war have dented sentiment and demand
accelerated in Sep to 10.1% in economy) . .
the UK and 10.9% in the EU guaranteed but have done little to ease the price shock
FR:;::S SHthe What happened? Relevance Importance Analysis
ite GlEUsE) ©F dhis COnLes The situation is now surely Truss is now presiding over a government she did
as PM Truss lost another key : 5/5 . P )
- - becoming untenable, and PM " not choose, with policies she did not favour,
UK politics minister as her Home Secretary . (politics, - -
. ; Truss is under enormous without the support of backbenchers and sliding
resigned yesterday, prompting economy) :
more calls for her o resign pressure support for the conservative party
The BoJ today said it would $667mn worth of bond buyin (m(f’r{;ar The persistent depreciation in the JPY has
. conduct emergency bond-buying ) . ving etary prompted the BolJ to intervene and protect the
BoJ bond buying ) ] . is reportedly possible to shore policy, L
in a bid to prevent bond yields o G - government from even more market volatility and
from rising too much further P Y, dysfunction
markets)
In the Fed's Beige book released L . . The survey confirmed that businesses were
yesterday, the Fed indicated that itz |s_the il _S|gn et th_e finding it more difficult to pass on price increases
. . - Fed might consider softening (monetary .
Fed guidance firms were gloomier on the . i ) q as final customers pushed back as they
: ) its stance if inflation eases policy, . L o
outlook amid weakening demand struggled with the cost-of-living crisis and weaker
further economy)

but that price pressures eased

demand

Highlights news vendors

BUSINESS LIVE - Godongwana must expand on key priorities, not pundit obsessions

FT - Vladimir Putin declares martial law in occupied regions of Ukraine

REUTERS - Renewables shift lays bare Africa's energy dilemma
SOUTH CHINA POST -_ China relations slide down crisis-hit agenda for EU leaders summit



https://www.businesslive.co.za/bd/opinion/2022-10-19-songezo-zibi-godongwana-must-expand-on-key-priorities-not-pundit-obsessions/
https://www.ft.com/content/8cdb1346-0950-41aa-b3e2-fbc28542f506
https://www.reuters.com/business/energy/renewables-shift-lays-bare-africas-energy-dilemma-2022-10-19/
https://www.scmp.com/week-asia/politics/article/3196244/japan-could-raise-corporate-taxes-fund-defence-budget-idea-dead-arrival-analysts-say?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/news/china/diplomacy/article/3196578/china-relations-slide-down-crisis-hit-agenda-eu-leaders-summit?module=lead_hero_story&pgtype=homepage
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Local and regional talking points

e Botswana's rate decision takes centre stage today. The Bank of Botswana (BoB) hasn't
had an easy job this year, balancing economic volatility and prolonged consumer price
pressures caused by Russia's war with Ukraine. The central bank's prudent stance and efforts
are beginning to bear fruit, following an accumulative 151bps interest rate hikes since the
revised interest rate was implemented. Specifically, inflation fell from a 14-year high to 13.8%
y/y last month for the first time in many months.

e Still, Botswana's annual inflation rate remains well above the central bank's short to
medium-term target of 3% - 6%, which should continue to see the BoB raise interest rates to
anchor inflation and expectations and keep up with the global wave of monetary tightening
to avoid a further pula blowout and financial market instability. In August, the policy
committee raised the MoPR rate by 50bps to 2.65%. The hawkish posturing and the
magnitude of the BoB's interest rate hike should be in favour of a further 50bps, with more
tightening to follow. Even so, Botswana will continue to yield negative real interest rates. It
is worth noting that only one more rate sitting is scheduled for the year on December 1.

Financial Market Commentary

e Treasury yields surged higher yesterday and took the USD with them. The USD remains
firmly on the front foot and has most currencies sliding as a result. This new norm of high
prices and tighter financial conditions around the world are fueling concerns about a global
recession, driving volatility, risk aversion and demand for safe-haven assets, underpinning
USD strength. The USD-BWP snapped its recent string of losses, with the pair climbing back
above the 13.400 mark and settling at 13.4412. The BWP will continue to be subject to the
sentiment that prevails across financial markets. Further policy tightening by the BoB,
however, could offer the BWP some relief, but the more that the USD retains its bid tone,
ironically making things even more unstable and volatile, BWP will remain on the back foot.

e US Treasury futures are on the defensive this morning following another surge in yields
yesterday as global inflation concerns remain embedded. US yields surged to multi-year highs
following the higher-than-expected UK and Eurozone inflation, while rising oil prices added
to the bleak outlook for price pressures going forward. A poor 20-year bond auction and
corporate deal hedging added to the bearishness for US bonds, which saw the 2yr rise back
above 4.55% while the 10yr yield makes its way towards 4.15%. Gilts, however, bucked the
global trend and rallied yesterday despite the strong UK inflation print, while bund yields
climbed and flattened out the curve as traders ramped up bets for ECB rate hikes.

e  Sticky high inflation and persistent hawkish talk from key central bank speakers suggest
that bond yields are to remain elevated over the near term, with no signs emerging that any
major central bank is thinking of pivoting just yet. The higher yields pressured equity and
other risk markets yesterday, and barring any brief technical rallies, this could be expected to
continue through the weeks ahead.

e Qil markets are holding onto their gains from yesterday this morning, with prices
shrugging off US President Biden’s announcements regarding the release of barrels from the
US strategic reserves. Biden confirmed that the final 15mn barrels would be released and that
more supplies could be tapped in the future. He stopped short, however, of announcing any
curbs on US exports, which some were expecting. Helping prices shrug off this news was the
datareleased by the EIA yesterday, which showed that nationwide crude inventories declined
last week in the US. However, the bigger news was that fuel supplies are running very low,
with the US only having enough diesel reserves to cover the next 25 days.

e Yesterday’s gains put Brent just below its 50DMA at $93.328 per barrel, with supply
concerns placing a floor at $90 per barrel at the moment. However, further down the line we
expect that a slowdown for global economic growth and recessions in several major
economies will overtake these supply concerns and pressure prices lower. Until then, the
market will remain quite volatile as it looks to balance tight supply with expectations of
weakening demand
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Access Bank Global Markets & Treasury Team

e-mail First Name Surname Direct Line

nkatem@accessbankplc.com Mogamisi Nkate 2673674335
masalilap@accessbankplc.com Phillip Masalila 2673674621
kebaetsek@accessbankplc.com Kefentse Kebaetse 2673674336
thembaa@accessbankplc.com Amogelang Themba 2673674370
bogalet@accessbankplc.com Tshwanelo Bogale 2673674622
davidbat@accessbankplc.com Batanani Pearl David 2673644382
magashulan@accessbankplc.com Ntebang Magashula 2673644382
segwabek@accessbankplc.com Keategile Segwabe 2673644382

Disclaimer

The information provided herein has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer
to buy or sell the securities or instruments mentioned or to participate in any particular trading strategy. These materials have been based upon

information generally available to the public from sources believed to be reliable. No representation is given with respect to their accuracy or
completeness, and they may change without notice. Acces Bank on its own behalf and on behalf of its affiliates disclaims any and all liability relating
to these materials, including, without limitation, any express or implied representations or warranties for statements or errors contained in, or
omissions from, these materials.
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