BancABC < Y cllasmaa O

part of

Botswana Market Watch

GMT

O/N
06:00
06:00
11:00

Africa

World Bank fund-
ing

Regional trade
support

Africa vaccine
hubs

International and Local Data

What happened?
Following a meeting with leaders
of 23 African countries in Abid-
jan, the World Bank said that Af-
rican countries called for the
largest-ever replenishment of the
International Development Asso-
ciation of $100bn
To help offset revenue losses for
countries that lower cross-border
tariffs, African nations plan to
raise about $8bn for a fund as
part of a continent-wide free-
trade agreement
The Africa Union (AU) said that
the US would begin shipping the
first batch of coronavirus vac-
cines it has donated. This comes
as African countries face a
deadly third wave of infections
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basic social services in these
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Market Caution

BoJ Minutes

Japan Trade Data

Although equities and other risk
assets stabilised yesterday, cau-
tion remains with Asian shares
paring their initial gains this
morning

Minutes from the last BoJ meet-
ing showed that the price outlook
was muddled by rising commodi-
ties and weak domestic con-
sumption

Japanese exports jumped in June
amid strong demand from the US
and China, an encouraging sign

for the trade-dependent economy

The recovery narrative is be-

Concerns surrounding the delta variant remain
and it may take some strong economic data
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e Botswana returns from an extended long weekend today. As mentioned in the shortened note yesterday, News flow locally is on
the thin side which is to be expected, however internationally investors are focused on the rising Delta COVID-19 cases.

e Markets globally witnessed strong risk off trading conditions at the start of the week and this has tempered somewhat during the
Asian session this morning with Asian stock markets on the front foot and US Treasury yields rising off the lows seen earlier in the
week.

e FX markets are strongly favouring the dollar at the moment, the USD Index has cleared the 93.00 handle as the safe haven play
extends. When looking at a USD Index chart we see the upside trend remaining in tact at present with yesterday’s high at 93.17
the target for dollar bulls this morning. Longer term, the year to date high at 93,437 is very much in the cross hairs. In terms of
flow, its been a quiet Asian session for the EUR-USD, investors are waiting on tomorrow’s ECB decision and statement before
making a call on whether or not the policy divergence between the Fed and ECB accelerates.

e Moving over to base metals, which as always is of interest to local readers given the development taking place in the Kalahai Cop-
per Belt we see some pressure in Asia this morning as investors once again favour a more cautious stance and are rotating to the
likes of the USD. This is pressuring the broader group and we have seen the benchmark 3m LME contract trading around 0.5%
lower on the session at $9284.50/tonne as we enter the start of the EU session. Nickel has dropped by almost 2% to
$18315/tonne.

e  What is interesting to note is that the premium for cash copper over 3m is at a near three week high of $13.25 following reports
of LME inventories hitting a one-year low of 66 975 tonnes

e Local FX markets are likely to play catch up today following the extended break. We still see the 0.0900 mark offering good sup-
port at the open however a stronger USD could threaten this level in due course.

ZAR and Associated Comments

e After holding steady for most of domestic trading hours yesterday, the ZAR depreciated in line with the broader sample of EM
currencies amidst fears of a global economic slowdown as surging cases of the Delta COVID-19 variant continue worldwide.
Meanwhile, the US dollar was supported in the risk-off conditions, with the dollar index (DXY) continuing to edge its way towards
March highs of around 93.4, where a break of this level would see the dollar reaching its strongest trade-weighted level since
November 2020.

e As for domestic data, the ZAR ultimately took little favour from the release of the SARB’s leading indicator, which rose for the
fourth consecutive month in May to 128.8. This marks a fresh record high as economic normalisation continues following the
easing of lockdown restrictions and indicates an upwards trajectory in GDP remained intact in Q2. Although SA’s economy con-
tinued to gain traction according to the central bank’s leading indicator, its sustainability will undoubtedly be questioned given the
latest lockdown restrictions and civil instability. The recent riots have highlighted the economy’s major vulnerabilities, being high
unemployment and poverty levels, while political uncertainty, poor fiscal dynamics and unstable power supply are also still key
risks that could weigh on the economy going forward.

e Despite an announcement from the South African Financial Sector Conduct Authority that Sasria, South Africa’s only non-life in-
surer covering civil commotion, disorder, strikes, riots and terrorism, will settle claims arising from last week’s riots, there will nev-
ertheless be a huge hit to third quarter GDP. Should this ultimately result in a contraction, it would bring the economy’s recovery
to a halt in the near term. Resultantly, growth expectations for the year will need to be revised, which holds implications for SARB
rate hike potential. As such, the market will intently focus on this week’'s SARB update should revisions come on the growth and
inflation front due to the probable demand dip following the civil unrest. As for upside inflation risks, supply constraints caused by
the riots could push up inflationary pressures, however this temporary factor will unlikely fast track any SARB action given the
weaker growth prospects.

e Ahead of the SARB’s announcement tomorrow, today’s inflation print will steal the focus. The CPI's rise in June is already ex-
pected to have eased from a 30-month high reached in May as base effects continue to be filtered out. Base effects aside, infla-
tion dynamics in SA remain fundamentally weak and contained by weak consumption demand. Core inflation, which excludes
volatile goods such as food, non-alcoholic beverages, fuel and energy, has remained anchored near the SARB’s lower bound of
its 3-6% target range. This gives the SARB plenty justification to keep rate hikes on hold, on top of the weaker growth prospects
along with riot damage.

¢ In the spot markets this morning, the ZAR has led EM currencies weaker during the Asian trading session as the unit remains
highly sensitive to the current risk-off conditions. Despite global equity markets returning to positive territory, a weakening trend
remains entrenched amongst the EM sample of currencies as the USD remains bid with limited catalysts in the day ahead ex-
pected to alter current dynamics.
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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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