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Israel - Hamas
cease-fire

lowest level in five years

The cease-fire has held through
the weekend and for a third con-
secutive day allowing Egyptian
mediators to continue working
their diplomatic effort

Peace in Israel will help to de-
escalate tensions in the re-
gion and will help to ease risk
aversion

(geopolitics)

The humanitarian crisis in Gaza has now
prompted the UN and other international
organisations to seek ways of assisting those
that have lost homes, businesses and loved
ones
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BWPZAR | 12494 | 13635 | 12735 | 13504 6m | 15240 BWPUSD| BWPZAR
BWPUSD | 0089 | 0.0978 | 00913 | 0.0968 3y | 46250 1m | -2.0670 | 0.0000
GBPBWP | 157730 | 14.4634 | 154326 | 14.7647 5y | 5.4250 3m | -6.4155 | 0.0000
BWPEUR | 00735 | 00802 | 00753 | 0.0786 22y | 67250 6m | -15.6780 | 0.0000
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Botswana is one of five African countries that are currently insulated against the freeze of Indian COVID-19 vaccine exports.
Mmengi reported that Botswana, South Africa, Namibia, Mauritius and Libya are self-financing their participation in the COVAX
facility and thus will not be receiving their supplies from India, but from other AstraZeneca producers in Europe and South Korea.
Policymakers and the general population will be breathing a sigh of relief given that India has suspended all exports from the Se-
rum Institute of India for the next seven months as the country grapples with the COVID-19 virus. India is currently one of the
hardest hit with over 250 000 deaths officially recorded, unofficial predictions have the number much higher. The healthcare
system is on the brink of collapse, and tensions are rising.

Internationally, focus has been on China at the start of the week. Industrial metals have responded to further warnings from Bei-
jing. The Chinese regulator has fired a shot across the bow of industrial metal companies saying that they need to maintain “nor-
mal market order” following significant gains in metal prices this year. Reuters reported the following- The NDRC, China's top eco-
nomic planner, along with the industry ministry, the state-owned assets regulator, the State Administration of Market Regulation,
and the China Securities Regulatory Commission held the talks on Sunday with major domestic commodity companies and urged
them not to drive up prices, according to the statement. The statement warned that companies "should not collude with each
other to manipulate market prices ... hoard goods and drive up prices." The regulators pledged they would monitor the commod-
ity market and strengthen inspections for both futures and spot markets.

Not surprisingly we have seen base metals tumble this morning in the Asian session. The benchmark 3m copper price was down
some 0.3% at $9853.50/tonne after falling 1.67% on Friday. Shanghai copper was down 1.4% at CNY7 1590/tonne.

Looking ahead we still hold the view that the broader macro picture on base metals is unchanged, and what we are seeing is the
froth being removed from the market. This is good news for Botswana given the development taking place around the industrial
metals complex. The Kalahari Copper Belt is expected to add meaningfully to the economy in the coming decades and diversify
the country away from the diamond trade which has been responsible for some 70% of Botswana’s export earnings.

In terms of the FX markets, USD remains on the defensive this morning as it struggles to make back any ground, especially with
US Treasury yields still dipping and the authorities confirming that they are in no hurry to remove fiscal and monetary stimulus.
Technically, the bias remains to the downside and with no significant data scheduled for release today, investors may well tread
water for a little while longer as they search for a catalyst to the move.

The local unit is anchored above the 0.0930 mark, we expect this support level to hold at the open as investors and corporates
alike digest the news flow from the weekend. We would like to point out to the reader that we are heading into the week where
traditional end of month corporate payments take place and this could well influence the price action and liquidity in the FX mar-
ket.

ZAR and Associated Comments

The USD-ZAR extended its decline on Friday, securing a close below the 14.0000-handle for the second day running. Strong
Eurozone PMI data earlier in the day, signalling rebounding economic activity, drove broad US dollar weakness and resulted in
the currency pair hitting an intraday low around 13.8900, the strongest the ZAR has been against the USD since July 2019. De-
spite the USD paring losses as US PMI figures later in the day were similarly strong, the bounce the greenback saw earlier in the
week on Fed FOMC meeting minutes which showed unexpected mention of monetary policy tightening has ultimately faded out
of view as expectations remain for the Fed to maintain loose policy for the foreseeable future.

While the dollar bounced back from its mid-week volatility, the ZAR still managed to eke out gains in the wake of the SARB'’s do-
mestic monetary policy update. Recall, the SARB offered a more balanced if not more hawkish outlook due to it being the second
meeting the MPC unanimously decided to hold the repo rate at 3.5%. This ultimately favoured the ZAR into the end of the week
and will continue to do so as the market now expects a tightening cycle laying ahead and beginning as early as the end of this
year.

The ZAR also ended the week off with a notable 1.20% gain against the USD ahead of a scheduled S&P sovereign credit rating
review, which was joined by Fitch’s review also released after domestic market hours on Friday. While noting the risks which may
pose ratings downgrades in the future, both ratings agencies decided not to alter their ratings as yet. S&P affirmed SA'’s long-term
foreign-currency debt of ‘BB-, being three notches below investment grade, and kept the local currency debt rating at BB, both
with a stable outlook. Fitch meanwhile maintained its negative outlook on SA debt, keeping its rating of long-term local and for-
eign currency debt at ‘BB-'.

While the risks that government’s fiscal consolidation and debt stabilisation plans face have not abated, ratings agencies appear
to be giving the government some room to enact plans outlined in the February budget. Key amongst these plans will be the pub-
lic sector wage bill freeze and, with negotiations still ongoing, the big three ratings agencies may simply be waiting to see how
these negotiations pan out. In addition to this, as noted by S&P, the agencies are aware of the structural impediments weighing on
growth, specifically the unreliable electricity supply and weak investment expenditure. National Treasury meanwhile released a
statement on Friday saying that government is committed to the implementation of critical growth enhancing reforms and fiscal
consolidation, both of which have been noted by the agencies will likely plague credit ratings in the future.

Over to the spot markets, while the dollar’s volatile mid-week trade continued into the weekend as it swung Thursday’s losses to
post a net trade-weighted gain on Friday, this week has kicked off with a dollar-bearish bias, albeit with larger moves few and far
between in early morning trade. As for the ZAR, the local unit has hovered just shy of Friday’s 13.9600/$ close, while general
sentiment being against the USD this morning looks set to continue as the day progresses in light of minimal data on the cards to
alter this sentiment..
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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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