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GMT International and Local Data Period Exp Previous
BO Botswana to sell BWP10bn Pulas of 7-Day Certificates
07:00 GE Retail sales y/y Jan 1.40% 1.50%
07:00 GB Nationwide house prices nsa y/y Feb 5.50% 6.40%
08:55 GE Unemployment rate sa Feb 6.00% 6.00%
10:00 EZ CPI estimate y/y Feb 1.10% 0.90%
Africa What happened? Relevance Importance Analysis
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Global What happened? Relevance Importance Analysis
Interesting to note the slowdown Lo . . 3/5 There may be a technical reason for the dip in
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CASH CASH T T Forward Foreign Exchange
BWPZAR 1.3053 1.4283 1.3305 1.4146 6m 1.1240 BWPUSD| BWPZAR
BWPUSD 0.0869 0.0950 0.0886 0.0940 3y 3.8750 Im -2.1938 | 0.0000
GBPBWP 15.9643 14.6061 15.6189 14.9104 Sy 5.1250 3m -6.2888 | 0.0000
BWPEUR 0.0722 0.0789 0.0739 0.0774 22y 6.2650 6m -13.7670 | 0.0000
JPYBWP 9.4910 9.9206 12m | -29.8301 [ 0.0000
USDZAR 14.4229 15.6449 14.7610 15.3065
EURUSD | 11544 | 12510 [ 11815 | 12240
GBPUSD 1.3335 1.4448 1.3648 1.4135 BSE Domestic Index 6670.1| GDP -6.0 |[BankRate| 3.75

BSE Foreign Index 1550.93| CPI 2.3
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Botswana believes there is a strong business case for the country to participate in the South African automotive sector. The op-
portunity was highlighted by the Botswana high commissioner to South Africa Tshenolo Modise who stated the following “Around
60% of the components used in South African vehicles are still imported from outside Africa. Given Botswana’s proximity to
South Africa, we see this as an opportunity to vertically integrate into the ever-growing South African automotive value chain,”

The strategy forms part of the government’s diversification strategy with the aim of creating sustainable job opportunities over the
long term. One of Africa’s greatest failings has been its regional integration. Intra-African trade is poor by global standards and it
is something that needs to be focused on should the continent move away from just being a raw material provider to the rest of
the world.

Botswana is especially attractive given its low tax structure which can be made even more attractive by the use of special eco-
nomic zones and the fact that fiscally Botswana is one of the most stable in Africa with low corruption rates and good quality
power supply.

Moving over to the United States, Politically, the Democrats have smoothed the passage for the stimulus package by removing
the minimum wage bill adjustment. That threatened to tie up the entire package in legal debate and challenges. It will need to be
tackled in a separate piece of legislation at some point in the future. For now, the stimulus package will be debated this week and
it is likely that it could be passed and signed into law before mid-March. That would give the US economy a tremendous boost
heading into Q2.

Some of the economic data has improved considerably. The latest ISM manufacturing data saw the index jump to a very impres-
sive 60.8 in Feb, with new orders and employment rising. That is the good news in the report. The less positive news is the jump
in the prices paid component. A quick assessment of the acceleration in monetary aggregates shows that US M1 and M2 are
growing at nearly 53% and 25% y/y respectively, some of the highest growth rates on record. Such strong growth in money sup-
ply will translate into more monetary space to accommodate inflation when demand returns. Given the base off which the new
stimulus package will be implemented, the risk of an inflation surge is significant.

Stronger data out of the US and the recent rise in bond yields has helped the USD stage a recovery. The ISM data showed that US
manufacturing activity had recovered to a three-year high and this appears to have bolstered prospects for the greenback. The
USD has gained ground against other low-yielding currencies, while risk currencies have also lost some ground as risk aversion
generally has recently ticked back up. Although there is still some speculation on whether the bond market sell-off is over, some
investors are more comfortable that the USD has formed a near-term base.

The BWP has held above the 0.0900 mark as the new week and month started yesterday. Risk aversion is very much at play at the
moment which has taken the shine off frontier and emerging markets. Expect a cautious start to the day.

ZAR and Associated Comments

After the volatile trading of last week due to a frenzy in global bond markets, risk appetite appeared to recover at the start of the
new week as the US dollar lost ground against riskier and commodity-exposed currencies, but held steady against major curren-
cies. Despite these losses, the greenback nonetheless remained bid and went on to another daily gain on a trade-weighted basis
as investors continue to bet US growth and inflation outpacing other developed nations, potentially accelerating the tightening of
Fed policy.

The ZAR, meanwhile, found some support early on in the day likely from the easing of restrictions announced by President Rama-
phosa on Sunday night. However, sustaining this momentum remains a difficult task for the market at present, given the vast un-
certainty surrounding South Africa’s fiscal risks and growing debt levels. The local unit, thus, proceeded to trade in a narrow
range between 14.95/$ and 15.10/$ through most of domestic hours, and ultimately settled 0.72% stronger around the
15.00/%-handle.

Further aiding the ZAR during the day, the Absa manufacturing PMI for February rose to 53.0 from 50.9 in January, marking the
seventh consecutive month that the gauge remains above the 50-neutral level. While activity in the manufacturing sector contin-
ues to show signs of improvement as vaccine rollout gains momentum and global demand picks up, the road ahead for South
Africa as a whole appears to be less clear-cut. The PMI's employment subcomponent fell deeper into contraction while, as eco-
nomic activity continues to normalise, we may see South Africa’s structural risk come to the fore once again.

On the fiscal front, wage talks between public sector labour unions and government have reportedly commenced, with unions
issuing a list of demands including salary increases of inflation plus 4%. Containing the public sector wage bill is arguably critical
to National Treasury’s fiscal consolidation plans and the wage freeze announced by Finance Minister Tito Mboweni last October
will be the main sticking point in negotiations going forward. This should be closely followed by market participants as it will likely
set the tone for future negotiations and will be government'’s first major test of commitment to fiscal consolidation.

The domestic data card takes a breather in the day ahead until tomorrow’s release of the economy-wide Standard Bank PMI. The
morning ahead sees the release of Eurozone CPI data, which is expected to show inflation edged slightly higher in February and
may sap some of the dollar’s recent demand in the event it comes out stronger than anticipated. However the dollar may remain
broadly bid as focus for the remainder of the week turns to US stimulus proceedings as the Senate is set to start debating Presi-
dent Biden's $1.9 trillion coronavirus relief bill.

Morning note produced by ETM Analytics (Pty) Ltd on behalf of Atlas Mara



Contacts

Mogamisi Nkate +267 3674335 email: mnkate@bancabc.com
Phillip Masalila +267 3674621 email: pmasalila@bancabc.com
Kefentse Kebaetse +267 3674336 email: kkebaetse@bancabc.com
Maungo Sebonego +267 3674338 email: msebonego@bancabc.com
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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. BancABC 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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