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The traditional funding mechanism for fossil fuel projects has come under pressure of late. Many funders of these projects have
been an increasing pressure from shareholders and ESG proponents to shed these investments or not take up new ones as a
result of the move towards green energy. Botswana on the other hand is currently racing to get 6 new coal mines up and running
as well as a new rain link for the export of the commodity. The country has some 200 billion tonnes of untapped coal which it
aims to export to boost its strategy of diversification in the mining sector. Demand for the fuel is still strong out of Asia and which
suggests that the government may have to look east for funding.

Bloomberg reported - “We have that window,” Charles Siwawa, CEO of Botswana’s Chamber of Mines, said in an interview. “We
have a lot of coal and even if we gain $10 billion between now and when they want us to stop, for us it means a lot for our econ-
omy.” The key is obviously getting the product to market, with a rail link of some 125 kms to South Africa needed. This should
cost in the region of $150 to $200m according to a presentation made to Chinese investors. Given the country’s fiscal profile and
the opportunity at hand we do not see funding presenting much of a hurdle if targeted to those with a vested interest.
Internationally, investors have focused on the next major risk surrounding COVID and that is the various strains that are currently
coming to the fore. These strains have yet to be fully understood and the efficacy of the various vaccines are in question. There is
also talk now of people becoming infected with more than one strain of the virus which is increasing the mortality rate.

In terms of the FX markets, after two days of retreat, the USD appears to have stabilised in neutral territory not favouring any
clear-cut direction one way or another. All eyes this week will be on the inflation outcome as well as the earnings reports for in-
vestors to gauge with hard data how corporate America is faring given the circumstances. Any higher-than-expected inflation or
strong earnings reports will simply galvanise the view that the US is on a strong recovery path and that a taper will be warranted
through 2022. Much of that is however priced in and so the ultimate effect on the USD in the short-term may be more muted.
The GDP number for 1Q has been placed back on the calendar this morning by Bloomberg. The reason for the delay has been a
rebasing process which the statistics office has been completing. The market has been eagerly awaiting the number which will
give further insight into the state of the economy and how far we have come in terms of the recovery following the initial COVID-
19 shocks.

ZAR and Associated Comments

Market conditions remained favourable for the ZAR at the end of last week, as the local unit went on to secure its third daily gain
against the USD on Friday. Emerging market sentiment was given a broad boost following further easing by the PBoC, where the
central bank announced cuts to reserve requirements for Chinese banks. However, along with this are growing concerns that
rising infections of mutated COVID-19 strains will impede the global economic recovery.

The ZAR went on to a 0.55% gain against the USD on Friday, closing at the 14.2200/%$-handle, as a series of rulings from domes-
tic High Courts bolstered the South African judicial system and broader reform prospects. In Johannesburg, the High Court dealt
a blow to ANC Secretary-General Ace Magashule, as it upheld his suspension from the ruling party. Meanwhile, the Pietermaritz-
burg High Court ruled against Zuma'’s application to have his sentence delayed pending today’'s hearing by the Constitutional
Court of the ex-president’s application to have his conviction and sentencing reviewed. Although a constructive ruling for the
ANC's fight against corruption and misconduct, Zuma'’s arrest has allegedly sparked widespread unrest over the weekend, with
authorities failing to contain violent protests which have disrupted key trade routes around SA’s economic hubs.

These protests were condemned by President Cyril Ramaphosa last night as he addressed the nation while also announcing an
extension of level 4 lockdown restrictions. Ramaphosa also announced some changes to regulations, with restaurants allowed to
operate at 50% capacity and gyms to reopen. However, alcohol sales remain prohibited, which will keep pressure on the hospi-
tality industry.

Developments over the weekend will likely weigh on the ZAR at the start of the week. The local unit is already leading losses
against the USD in early morning trade, having retreated back above the 14.3000/$-handle. As such, the ZAR will likely shrug off
the domestic data card at the start of the week, with manufacturing production due today and mining production and retail sales
scheduled for Tuesday and Wednesday, respectively. Externally, investors will also look towards US inflation data due tomorrow
and testimonies by Fed Chairman Jerome Powell later in the week. Markets will remain sensitive to any talk of tapering, suggest-
ing we could see heightened intraday volatility this week. At the same time, the US inflation print holds the potential to either un-
derwhelm or overwhelm, where the implications on Fed policy will likely drive trade in the week ahead.
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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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