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Market Watch

GMT Country Data event or release Period Market Exp Previous
- BW No Data
01:45 CH Caixin manufacturing PMI Apr 49.5 (a) 50
07:55 GE S&P Global services PMI Apr F 55.7 55.7
08:00 EZ S&P Global composite PMI Apr F 54.4 54.4
08:30 GB S&P Global services PMI Apr F 54.9 54.9
12:15 EZ ECB rate announcement May 4 3.75% 3.50%
12:30 us Initial jobless claims Apr 29 245k 230k
Factors Overnight What happened? Relevance Importance Analysis

Cene L e The Fed will likely confirm that it is at the top of

US monetary expectatlong, ne sz Eeli G e [eels [ g eel ’ 5/5 its rate hike cycle at its June meeting, and
. benchmark interest rates by now all but done, the focus is . S o
policy . L e L (monetary although it maintains that it will keep rates
25bps and hinted that this might  shifting towards the beginning ) ) ) )
) . . . policy elevated for some time, banking sector turmoil
well be the final rate hike of the of a policy pivot to rate cuts ) .
cycle has brought forward expectations for a pivot
The Caixin manufacturing PMI
fell from 50.0 to 49.5 in April, China's manufacturing . . ’ —
. } . . . . While relative weakness in China's
China adding to signs that China's weakness raises questions . : I
. : ; manufacturing sector is concerning, it raises
manufacturing manufacturing sector is about the global growth (economy) the likelihood that the sovernment will deliver
PMI struggling and that its post- outlook and prospective y g

lockdown economic recovery commodity demand ieits sl SRl 17 Lfie GoimiliE e

remains patchy

LSS UERIENEe B TEReie Beyond the risk of an escalation of the Russia-

after a failed attempt to A further escalation of the ) .
) . L . : Ukraine war, the grain export agreement
. . assassinate President Putin in a Russia-Ukraine war now looks : ]
Russia-Ukraine B . : 3/5 between the two countries that expires later
drone attack on the Kremlin likely, which could renew . f : . ) )
war S P . . (geopolitics) this month is also being questioned, which
yesterday, which it maintains was  market cautiousness in due ] o
o . could have serious ramifications for global
the work of the Ukrainian time )
food prices
government
eStelsonitos What happened? Relevance Importance Analysis

Radar
While banking sector turmoil has thus far been
dealt with adequately, more stress is expected

5/5 through the weeks ahead as banks' resilience to

(markets) higher interest rates continues to be tested;

ultimately, this could trigger a Fed policy pivot

PacWest is the latest US regional
bank at risk of folding, and is
reportedly discussing all of its
options having been approached
by potential partners and

Banking sector strain in the
US remains evident, even
though the Fed maintains that
there is little to be concerned
about

US banking stress

investors later this year

The ECB is expected to continue A tentative stabilisation in underlying inflation

its monetary tightening cycle with  The ECB is lagging the Fed in 5/5 and signs that credit conditions are tightening
EZ monetary a 25bp rate hike today, although its rate-hike cycle, meaning it (monetar will likely convince the ECB that the time is right
policy forward guidance will likely has further to go as the Fed etary for a downshift from 50bp hikes, but the

) ] . : . policy) . : .

remain hawkish as it continues considers a pause monetary authority will undoubtedly remain

its fight against sticky inflation hawkish

l:f ?oprr';:gt't'fe’”f:tm %2 The April jobs report will likely reflect still-robust

ploy P : 5/5 hiring, although signs that the labour market is

published tomorrow and is Any labour market weakness ) > o
US employment . (economy, loosening are starting to emerge; still, the real

expected to show a slowing rate could bolster bets on a Fed g : L .
report - . - : monetary test for the Fed's inflation-fighting resolve is set

of payrolls increases and an policy pivot later this year ) . .

) : policy) to arrive later this year when the economy

increase in the unemployment }

. experiences a downturn

Highlights news vendors

BUSINESS LIVE - Allan Gray sees rates, inflation ‘higher and stickier’ for longer
FT - Sudan conflict risks exploding into ‘all-out war’, UN warns

REUTERS - Egypt launches national dialogue amid ongoing security crackdown
SOUTH CHINA POST - UN pressures Sudan’s warring generals after aid looted



https://www.businesslive.co.za/bd/companies/financial-services/2023-05-04-allan-gray-sees-rates-inflation-higher-and-stickier-for-longer/
https://www.ft.com/content/8e75f2b9-aa67-40a7-bbaa-25d34954b9de
https://www.reuters.com/world/africa/egypt-launches-national-dialogue-amid-ongoing-security-crackdown-2023-05-03/
https://www.scmp.com/news/world/africa/article/3219339/un-pressures-sudans-warring-generals-after-aid-looted
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

Local and regional talking points

e This week's main event was the FOMC decision and statement, and in line with
expectations, the Fed opted to lift rates by a further 25bp. Judging by the movement in
the USD, investors have interpreted the statement more dovish, with the trade-weighted

Corporate Foreign Exchange

CUSTOMER CUSTOMER CUSTOMER CUSTOMER USD index dropping back towards April lows and retaining a weaker bias this morning. US
::s: z::: B:_’rv sf_‘: Treasury yields have also nudged a little lower, especially at the shorter end of the curve,
BRI 1:16256 | 1325568 | 13416214 | 1.422224 with the 10yr vs 2yr bond spread turning less inverted at -47bp this morning.
BWRUSDH| 0072288 | 0.093496 (0.0736811| 0.078074 e While the message may be that inflation and interest rates may remain elevated for
:::::: 1070272?1152 lgsfff:: ;60223?22 1:;:91;:: longer, it is not clear that the Fed will hike again. If anything, this implies a lower peak in
JPYBWP | 105248 | 105976 | 9.9429 | 10.368325 the Fed funds rate than investors anticipated prior to the banking difficulties, highlighting
just how significant that turned out to be. As indicated in previous reports, tighter lending
:::Lz,:; 11322;2 lff:;;:: liizZZT 181'13:57891775 standards and a more cautious approach to bank lending will act like another rate hike.
GBPUSD | 1207968 | 1309048 | 1.2362798 | 1.28072725 The Fed will feel comfortable with its decision to pause and assess the full effects of the
already implemented tightening, although it could respond to inflation if it stops trending
Interbank Spot Foreign Exchange Forward Foreign Exchange lower.
Close Change BWPUSD BWPZAR e However, while the Fed may be reaching for the pause button, the ECB is not, and all eyes
BWPUSD 0.0753 -0.0003 im -1.8525 -1705.722 . . .. . . .
sweesp | 00505 | 00008 am oees | 412075 will be on their decision today and whether the governing council opts to lift rates by
BWPEUR | 0.0679 0.00 6m 1124175 | -6320.55 25bp or a bolder 50bp. Although investors appear to be tilting towards a smaller step,
EWEZARES 13714 | 00176 [Et2m -26832 |-11090.51 inflation remains a problem in Europe, and the ECB may want to send a stronger message,
wm— o5 | 0263 even though there are growth headwinds to consider. Should they hike as expected, this
EURUSD | 11081 | 0.0022 would mark the seventh consecutive hike in this record-breaking tightening cycle. A 25bp
i‘;:‘l’:\'{’ 132452: 00022 hike and an accompanying hawkish statement, or a bolder 50bp hike, will translate into
s o a firmer EUR to pile more pressure onto the USD through the crosses. It may also add to
USDZAR || 182128 | -0.0606 the pressure on equity markets.
Local Fixed income International Fixed Income
eeane,  doe | Chme — Gose | Chanae Financial Market Commentary
3y 531 016 Us 10y 33543 | -0.0487 e Last night’s FOMC ensured that the USD would remain on the defensive and reinforced
5y 6.65 045 (Gepmanily 2241 -0.009 its overvalued state. The USD deserves to come under some pressure as the Fed reaches
| ae | o |TTITESARE for the pause button and the banking crisis saps confidence. Although Fed Chairman
Powell characterised the US banking sector as healthy, he did acknowledge that the
Equities dose change Commodities o change events of the past two months have impacted confidence levels and resulted in a change
o 18.34 056 B 50300165 | 227388 to lending behaviour. The Fed is adopting a more cautious approach lest it escalates the
Dowlones 3341424 | -367.17 |[BrentCrude 2016278 | -2.99 degree of stress already evident in the banking system and perpetuates a sharper
JSEI:ssflare ;;:i;; :8755:7 i';::";’:’ 1223:%? ‘Z‘ZZ slowdown in the lending and credit cycle. As it is, US house prices are about to start
BotsDCIBT  £010.14 79 decaratindex 1989.4799 declining y/y, and this will further pressure bank balance sheets to the point where banks
Nigerialndex 5220777 | -10427 will need to manage their risks and exposure towards the property sector more carefully.
Spot BWP e All eyes today will turn to the ECB and its guidance. A hike with a hawkish statement or a
009 more robust 50bp hike will trigger further EUR appreciation vs the USD and force further
s rotation from the greenback. Ahead of today’s decision, the EUR-USD is nudging back up
oo towards 1.1100 and trades at 1.1082 this morning, while the GBP is trading at 1.2580 and
008 nudging closer to 1.2600 this morning. The JPY has made a spectacular recovery
007 appreciating back down to 134.45 at time of writing as carry trades into the USD were
00, unwound.
N e e R IR IR o e While the ZAR has capitalised on the USD’s post-Fed retreat, it still has a long way to go
AP AP AP AP A AP A A A A A AP S
R M A I A S to recover all of its April losses. It is currently trading just north of the R18.2000/$ mark,

with market sentiment towards the local unit still cautious. As for the EUR-ZAR and GBP-

BWP Sy local bond yield ZAR crosses, consolidation at very high levels remains the order of the day. The EUR-ZAR

6580 market may find fresh directional inspiration from the ECB'’s policy update today, while
o the GBP-ZAR market will have an eye on next week’s BoE meeting. On the whole,
620 however, these crosses are expected to remain supported for a while longer, at least until
o2 SA’s optics improve or the likes of the ECB and BoE turn less hawkish.

e The BWP-USD has opened near 0.0753 in the interbank market this morning, down from
yesterday’s close of 0.0756.



Botswana Yield Curve USD Index
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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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