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Highlights news vendors

BUSINESS LIVE - MICHAEL AVERY: The value in Silicon Valley Bank’s cautionary tale

FT - California bank failure shakes global financial stocks

REUTERS - Kenya's Ruto appoints second central bank deputy governor

SOUTH CHINA POST - North Korea fires submarine missiles in response to huge US-South Korea military drills



https://www.businesslive.co.za/bd/opinion/columnists/2023-03-13-michael-avery-the-value-in-silicon-valley-banks-cautionary-tale/
https://www.ft.com/content/7bc37f48-3096-481d-874f-0d8f4db27509
https://www.reuters.com/world/africa/kenyas-ruto-appoints-second-central-bank-deputy-governor-2023-03-11/
https://www.scmp.com/news/asia/east-asia/article/3213324/north-korea-fires-submarine-missiles-response-huge-us-south-korea-military-drills
https://www.scmp.com/news/asia/east-asia/article/3203922/north-korea-says-japan-will-soon-learn-shudder-its-military-build-wrong-and-dangerous?module=lead_hero_story&pgtype=homepage
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Local and regional talking points

e President Mokgweetsi Masisi has indicated that Botswana will not drop its demand to
sell a bigger share of the diamonds produced by its joint venture with De Beers, raising the
stakes in talks to renew a sales deal that expires in June. Masisi told reporters that Botswana
had denied itself the opportunity to sell its diamonds through the 54-year-old joint venture
agreement. He added that the experience of selling diamonds outside the De Beers system,
which sells unpolished, or rough, stones, had shown that Botswana could get more revenue.
Last month, Masisi threatened to walk away from talks to renew the sales deal unless
Botswana gets a larger share of output from the joint venture. He did not specify the size of
the share it sought.

e Meanwhile, De Beers CEO Al Cook, who met President Masisi on Friday, said that he had
a "constructive discussion" with the president. According to Cook, "it is very clear that, front
and foremost in the president's mind is the interest of the Botswana people. We, as De Beers
want to play our role in a strong, strategic partnership. I'm very confident that this
partnership will go forward in a very good way."

e Regionally, consumer price inflation in Mozambique rose to 10.30% y/y in February from
a nine-month low of 9.78% y/y in January. On a month-month basis, prices rose 0.97% during
the month. Rises in the price of food and non-alcoholic beverages, transportation, and
education underpinned the acceleration in the headline reading. The acceleration in inflation
comes despite a resilient metical which significantly outperformed its regional peers in
February. According to Bloomberg data, the MZN closed February flat against the USD, while
the likes of the ZAR (-4.92%), ZMW (-3.93%) and the BWP (-3.09%) all closed the month deep
in the red. While inflation in Mozambique quickened in February, the real rate at 6.95%
remains sizeable and is one of the highest among its peers. A high real rate is helping to
underpin the MZN’s resilience.

e On the global front the financial markets will start the week unpacking the collapse of
Silicon Valley Bank in the United States. The bank was shuttered by the Federal Deposit
Insurance Corporation on Friday representing the biggest banking failure since the Great
Financial Crisis of 2008. Silicon Valley Bank was attempting to assure customers as late as
Thursday that fears were unwarranted. Wednesday started the fallout when the bank
announced that it would be raising $500m from the venture capital firm General Atlantic
while at the same time offloading assets worth in the region of $21bn at a loss of $1.8bn.

e This was deemed by many to be a classic case of a run on a bank and as the panic spread
the FDIC had to step in. Policymakers across the globe have been working over the weekend
to understand the level of contagion that is possible. British Finance Minister Jeremy Hunt
was quoted on Sunday as saying that he is working with the Bank of England and the
government to minimise a fallout surrounding the UK arm of the banking group.

Financial Market Commentary

e Early-session trade suggests the ZAR is on its way to a third consecutive daily advance
against a tumbling USD. Given how much rate-hike risk was already priced into the
greenback, any signs of market strain or soft economic data were always going to cause a
sharp correction. The USD-ZAR is thus heading back toward the 18-handle this morning as
the market positions for a Fed policy pivot later this year. Momentum is firmly to the
downside, with the USD struggling for traction more broadly as US Treasury yields tumble.
e To say that Friday was a wild day for bond markets is an understatement.
Notwithstanding the stronger-than-expected US nonfarm payroll number, shorter-dated US
Treasury yields continued to slump on Friday, adding to the move that started on Thursday
fueled by concerns over the US banking sector amid the Silicon Valley Bank crisis.

e Over the two final sessions of last week, the 2yr US Treasury yield plunged by almost
50bps as traders piled into USTs. The rotation into USTs was driven by the repricing in
interest rate expectations as inflation cut back on their rate hike bets and renewed risk-off
conditions, prompting a flight to haven assets.

e Interestingly the swap market shifted to price in a higher probability of a 25bps rate
hike in March than a 50bps move. Recall that after Powell’s comments earlier in the week,
the market had shifted to favour a 50bps rate hike by the Fed later this month. Traders have
continued to trim interest rate expectations this morning, with the US Treasury yields falling
further.

e Looking at the week, we expect volatility in the bond market to remain elevated as
traders digest the developments surrounding the collapse of SVB and what contagion risk it
poses to financial markets. We also have some important data out this week, including the
CPI report out of the US, which will almost certainly result in meaningful price action.
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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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