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The U.S's chaotic withdrawal
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want to leave. However, the situation is fluid,
and the vacuum left by the U.S. withdrawal will
be destabilising for the region
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The Bank of Botswana released its August Monetary Policy Report for August yesterday. The report is the medium through which
the bank informs the public about the conduct of monetary policy on a regular or timely basis. It serves to meet the public's
expectation of a transparent and accountable central bank in fulfilling the monetary policy mandate set out in the Bank of
Botswana Act (Cap 55:01). (the full report can be found by clicking here)

A quote from the report really sums up how the bank is currently thinking about the broader macro backdrop - The Bank’s
formulation and implementation of monetary policy focuses on entrenching expectations of low, sustainable and predictable level
of inflation through a timely response to price developments. The Bank remains committed to responding appropriately to
preserving price stability without undermining economic activity.

Internationally there is growing anger at the Biden administration over its handling of Afghanistan. Geopolitical risk has stepped
up in a large way with the EU now needing to bolster borders ahead of what may be a flood of refugees. Reports of bomb blasts
in Kabul headlined across the globe with the evacuation process a shambles.

Moving over to macro drivers, most of the focus will be on Fed Chairman Powell's comments at the Kansas City Fed's Jackson
Hole symposium that will take place virtually this year. Investors are particularly interested in the guidance that the Fed might offer
on the timing of the taper. Although it is widely accepted that the taper can now proceed given the strength of the underlying U.S.
economy, investors are unclear whether the taper will start in Sep or whether the Fed will wait until 2022 to begin. If the latter,
the USD will come under tremendous pressure, and a strong risk rally will follow. If the former, the USD will likely regain its
composure, although it is unlikely to surge given just how much of this news has been priced in.

Given this backdrop it is not surprising to see markets waiting for guidance before adopting firm directional plays. The local
currency market is no different. The BWP has made up some of the ground lost to the greenback over the past couple of sessions
but we expect trade today to be measured. Investors are also reminded of the T-Bill auction today with the government preferring
to issue at the shorter end at the moment.

ZAR and Associated Comments

The USD-ZAR treaded water for most of the day yesterday, hovering in a narrow range and unable to sustain any topside or
downside breaks outside of 14.9000-15.0000. Resultantly, the ZAR held steadier than most other EM currencies, which fell as
the US dollar edged higher. While risk appetite showed signs of fading, the USD began to show some strength as it bounced off a
one-week low, spurred on by an uptick in Treasury yields and today’s Jackson Hole speech from Fed Chair Jerome Powell.

Albeit a marginal gain of 0.30% as it settled near the 14.9000/%-handle, the ZAR secured its fourth consecutive daily gain
yesterday. While the ZAR's continued strength this week has been notable, it is ultimately due to its higher sensitivity to broader
market moves. Recall the local currency weakened the most amongst EM currencies last week and has thus had greater scope to
reverse losses this week as the USD eased and investors scaled back Fed tapering bets.

On the data front, domestic PPI data yesterday showed producer prices eased in July, slowing to 7.1% y/y from 7.7% y/y in June.
The deceleration was less pronounced on a monthly basis as the PPl rose 0.7% from 0.8% in June. While the removal of base
effects as we move forward should see producer price inflation ease in the coming months, inflation in input prices remains
significantly elevated and some 2.5% greater than current CPI inflation. All in all, the weak state of domestic consumption has
inhibited producers from offloading higher prices onto consumers. As such, we will unlikely see a significant bump in inflation in
the near term, barring substantial currency depreciation, as consumers remain price-sensitive and thus likely to cut back
purchases should inflation rise substantially.

Externally, overnight Fedspeak has been the major development and, with a hawkish tone emanating, will keep the market on
edge ahead of Powell’'s Jackson Hole speech. Specifically, Dallas Fed President Kaplan said he expects the Fed to begin raising
interest rates next year. Meanwhile, two other regional Fed Chiefs downplayed the impact of the delta COVID-19 variant, with one
repeating calls for a trimming of the Fed’s $120 billion per month in asset purchases soon. While none of the Fed speakers
mentioned hold votes on monetary policy this year, this should stoke bets that the number of hawks amongst FOMC members is
growing.

In the spot markets, major currencies have continued to trade mixed against the USD in this morning’s Asian session. Haven
currencies have been bid, with the Japanese Yen and Swiss Franc both buoyed this morning, suggesting the market may be
turning more risk-averse than it was at the start of the week. While most focus will be on the Fed’s Jackson Hole symposium
through the day, the release of the Fed's preferred measure of inflation, core personal consumption expenditure (PCB), should
also hold some market-moving potential given its implications for US monetary policy further out.
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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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