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What happened?

Energy-intensive producers
exposed to soaring energy prices
may be forced into stopping
production in some cases. The
UK government is looking for
ways to support them

On Friday, 136 countries around
the globe agreed to a corporate

minimum tax. Treasury Secretary
Yellen expressed her confidence
that Congress would pass the bill

Two of the three data releases
last week in the ADP and jobless
claims showed that the labour
market was recovering. The
payrolls data, however, showed
that it was in a soft patch

What happened?

Last month, the company missed
two coupon payments. Today,
investors are bracing for the
possibility that it may miss
another $148mn payment
Global energy prices have surged
again to more than $83pb.
Alongside the massive surge in
natural gas prices ahead of
winter, this holds the potential to
spike inflation and hurt GDP

The ECB is expected to taper its
PEPP around March of 2022,
where the reduced stimulus will
effectively leave governments to
reform their fiscal positions to
become more sustainable
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e  Following on from the COVID pandemic and the impact that it has had on the government’s books, it is no surprise to hear that the fiscal
authorities are looking at ways to broaden the tax base. In the recently launched Budget Strategy Paper, it was suggested that a digital
economy tax be looked at. Although details in the paper were thin, such a tax would encompass levying taxes on transactions and commercial
values coming from platforms that include the big tech firms such as those in social media and e-commerce trading networks. “In an effort to
address the challenge of revenue collection and hence, boost domestic revenue, several strategies are being developed, including broadening
of the tax base by considering taxation of the digital economy,” stated the paper. Moving to a digital tax will be in line with global trends, but
as we have seen already, it will be a difficult process and has the potential to dial up tensions with the US where all these major tech firms are
based.

e  Further to the discussions regarding a digital tax, other suggested measures included in the paper were improving existing tax collection
through the introduction of electronic billing/invoicing platforms to improve VAT compliance and introducing a business intelligence and data
analytics function within the tax agency to assess the behavioural patterns of taxpayers in order to apply targeted interventions. Finally, the
paper suggested looking at a transaction tax on mobile money market services. The value of these transactions has surged to well over
BWP1bn in recent years, making it an attractive potential source of government revenue.

®  |ocal data remains on the thin side at the moment, with no economic releases scheduled until the next CPI release next week, which will be
followed by the latest interest rate announcement. As we have noted in previous commentary, it will be a key data point for investors given
how price growth has surged in recent months, with headline inflation rising to a high of 8.90% this year. Base effects suggest that we may not
see much of an acceleration beyond that, but it will remain elevated over the near term. The central bank has been looking beyond what it
sees as a temporary spike in inflation, favouring the economy-side of the equation as it keeps rates low to support growth. Time may be
running out for it to do so, however, with price pressures still embedded and other central banks, such as South Africa's, turning more
hawkish now. The local central bank, therefore, may be forced into hiking rates sooner than what was expected just a few weeks ago.

o No change to the BWP-USD after it gapped higher at the open Friday and climbed to an intraday high of 0.0889, before paring those gains to
finish the session back at the 0.0880 mark, remaining under the key 0.0900 handle for now. As we have noted throughout the last two weeks,
the 0.0880 level continues to provide some notable support, with any dips below it quickly scooped up. We expect this to remain the theme
going forward.

ZAR and Associated Comments

e  Cautious trade in currency markets persisted into the end of last week, while the anticipated US September jobs reports did little to en-
courage clearer direction. US hiring dynamics fared worse than expected in September, with the headline nonfarm payrolls figures show-ing
194k jobs were added compared to expectations for 500k, a significant downside surprised considering solid private payrolls figures earlier in
the week. While the USD took an initial hit post the jobs report release, further details softened the blow and saw the USD pare losses later in
the US session. Specifically, August’s jobs gains were revised higher from 235k to 366k and the unemployment rate dropped to its lowest
since March 2020 at 4.8%, although partly driven by a drop in the labour force participation rate.

e  Asforthe ZAR, it remains highly sensitive to external sentiment and the outlook for US Fed policy tightening. After strengthening to a two-
week high of 14.7800/$ in intraday trade, the ZAR was whipsawed into the end of the domestic session as the USD regained its footing. While
the ZAR managed to end the day marginally stronger than the previous close at 14.9200/$, it failed to hold onto gains over the last two
sessions, which saw the currency end the week 0.30% weaker than where it began.

e  Despite the weaker US jobs report, it is unlikely to dissuade hawkish Fed members nor market participants that the US central bank will need
to begin reducing its monthly asset purchases before year-end. Inflation remains a concern that the Fed will need to deal with, and tolerating
higher prices for too long while aiming for full reemployment will open the door for consequences further down the line. The ultimate impact
for emerging markets lies with the end of highly accommodative policies in developed nations. Lower DM rates have resulted in cash-flush
investors seeking a higher return on capital in developing countries. As DM rates begin to rise again on expectations of reduced central bank
asset purchases and subsequent rate hikes, emerging markets run the risk of capital outflows, resulting in potential currency depreciation.

e While this remains a medium-term risk for emerging markets, with the timeline for global DM policy tightening remaining unclear, changes to
the outlook holds the potential to bias sentiment towards or against EM currencies in the near term. As for the week ahead, markets get
notable updates on the US inflation front and Fed FOMC meeting minutes, both due Wednesday. In South Africa, the data card heats up with
the SACCI business confidence index today, followed by mining and manufacturing production and retail sales later in the week. In the spot
markets, sentiment has kicked off the new week mixed for EM currencies. The ZAR is currently leading EM currency laggards during the Asian
trading session, having traded 0.50% weaker to arrive at the 15.0000/$-handle. For the day ahead, it seems little may come in the way of the
USD, which remains supported by higher Treasury yields. South African markets may also get off to a less buoyant start after the
announcement at the end of last week that stage 2 load shedding will persist until Thursday.
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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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