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GMT International and Local Data Period Exp Previous
09:00 BO BWP10.6bn 7-day certificates on offer
08:00 EZ Markit/BME manufacturing PMI May F 62.80 62.80
08:30 GB Markit manufacturing PMI May F 66.10 66.10
09:00 EZ CPI estimate y/y May 1.90% 1.60%
09:00 EZ Unemployment rate Apr 8.10% 8.10%
13:45 us Markit PMI manufacturing May F 61.50 61.50
14:00 US ISM manufacturing PMI May 61.00 60.70
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Global What happened? Relevance Importance Analysis
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CASH CASH T T Forward Foreign Exc
BWPZAR 1.2329 1.3495 1.2567 1.3365 6m 1.5750 BWPUSD | BWPZAR
BWPUSD 0.0900 0.0983 0.0917 0.0973 3y 4.4750 Im -2.0183 | 0.0000
GBPBWP 15.7986 14.4437 15.4568 14.7446 Sy 5.3250 3m -6.5033 | 0.0000
BWPEUR 0.0735 0.0805 0.0753 0.0789 22y 6.7750 6m -15.2783 | 0.0000
JPYBWP 10.0805 10.5413 12m | -35.9580 [ 0.0000
USDZAR 13.1579 14.2648 13.4662 13.9562
EURUSD | 11735 | 12717 [ 12010 | 12442
GBPUSD 1.3664 1.4803 1.3984 1.4483 BSE Domestic Index| 6585.04| GDP -4.1 |BankRate| 3.75

BSE Foreign Index 1550.85 CPI 3.2
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e Botswana has banned the importation of red meat from South Africa after a foot and mouth outbreak in the country. The highly
contagious foot and mouth disease has been detected in northern Kwa-Zulu Natal, it is the first outbreak since 2019 and has thus
far not spread to any other parts of South Africa.

e In other news, NatGAS World reported the following, Australia's Pure Hydrogen Corp on May 31 said its joint venture partner
BotsGas will spud the first of a six-well appraisal drilling campaign on Serowe coalbed methane (CBM) project in Botswana
within the next few days. The campaign will consist of two separate stages of three appraisal wells each. Serowe 2, the first stage
one well is scheduled to spud in the next few days. This will be followed up with Serowe 3 and 4. The campaign will exceed the
minimum acreage commitments which should ensure permit renewals in the future, Pure Hydrogen said. Two of the wells are to
be converted to production wells while the third is in an outlying region to test the presence of CBM. The plan is to drill the second
Stage three wells later in the year after considering the results and incorporate the knowledge learned from the first three wells, the
company said.

e Internationally markets are focusing currently on the weaker dollar, global economic recovery and the renewed thoughts of infla-
tion being embedded in many parts of the world. This is having an impact on all asset classes as investors navigate the broader
themes as they unfold.

e The continued manufacturing recovery in China and the rest of Asia has been broadly supportive of base metals which have rele-
vance in Botswana given the investment the government is making in diversifying its mining industry. The Caixin Purchasers Man-
agers Index edged up to record 52 which keeps the manufacturing sector in expansionary mode, granted Beijing has been vocal
lately in an attempt to control price volatility but the underlying drivers remain the same. Stimulus and infrastructure coupled with
the decarbonisation strategies are all providing the fundamental anchors for higher demand and thus higher prices.

e As we enter the first day of trade for the month, we have the dollar on the backfoot in the Asian session and this has translated to
a better performance for emerging markets in general. Higher commodity prices coupled with better risk on conditions could well
assist the BWP at the margin this morning.

ZAR and Associated Comments

e Emerging market currency sentiment was broadly positive yesterday while the US dollar held firm for most of the day during holi-
day-thinned trade as both UK and US markets were closed. However, the USD ultimately succumbed to losses by the end of Lon-
don trading hours, and the ZAR managed to eke out minor gains, closing 0.15% stronger at 13.7450/$. The ZAR strengthened
despite the announcement of tighter COVID-19 restrictions Sunday evening. While any such restrictions will have an economic
impact, the adjusted measures are far from the damaging restrictions instituted last year.

e However, the local unit also had a supportive trade balance figure during the day. South Africa’s trade surplus narrowed in April
to R51.2 billion, albeit marginally, from a record high the month prior of R52.6 billion. The minor reduction was underpinned by a
less pronounced decline in outbound shipments in April when compared to imports. For context, exports fell by 3.9% on the
month to R161.5 billion while imports contracted by 4.6% to R110.2 billion.

e  While trade dynamics are ZAR supportive, the domestic economy remains plagued by subdued demand and depressed con-
sumer and business confidence. Released earlier yesterday, M3 money supply and private sector credit growth continued to de-
cline in April. Money supply growth fell from 3.62% y/y in March to 2.02% y/y in April, the fourth consecutive monthly decline
and its lowest level of change in a decade. Meanwhile, private sector credit extension (PSCE) contracted further in April, declining
by 1.76% y/y after contracting 1.52% y/y in March, marking four months of declining credit extension and putting it at its lowest
level since 1966. As a result, the relatively weak demand levels and tightened liquidity conditions suggest that the rising price
pressures witnessed in recent months will likely diminish as the end of Q2 draws near.

e Meanwhile, a stronger ZAR will also be offsetting inflationary pressures. With the contained inflation outlook, the SARB will unlikely
be pressured to hike rates before the end of the year. Thus, while public sector wage negotiations play out, the primary factor
likely to influence the ZAR in the coming months remains global monetary dynamics, namely any changes to policy coming from
the US Federal Reserve.

e In the interim, there is scope for further upside for the ZAR, given trade dynamics and high real yields on offer, despite domestic
fiscal risks. After ending April at 14.4950/$, the ZAR strengthened 5.5% against the USD through May and has begun the new
month where the last ended. Thus far, the USD remains on the back foot in this morning’s trade while the local unit has continued
to trade near last week’s highs, pushing towards the 13.7000/%-handle in the early hours. The day ahead sees further domestic
economic updates from May’s vehicle sales statistics and Absa manufacturing PMI, as well as Q1’s unemployment rate. Eurozone
inflation data will also be a notable release for the day ahead, after data yesterday showed German inflation jumped to 2.4% in
May, its highest since October 2018. A higher than expected Eurozone inflation print could compound pressure on the USD,
while Fed speakers later today may do the same should they stick with the Fed’s dovish forward guidance.
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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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