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Local FX Opening Rates and Comment
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e Airlines across the world have been hard hit by the COVID-19 pandemic with many requiring government support to keep flying.
Air Botswana is experiencing challenges and has not finalised its financial statements for the year ending 2020. The reason for
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this is that the airline is waiting for a letter of support from the government, if it fails to receive this, auditors will have no choice
but to declare the airline insolvent. MMEGI REPORTED - This week, the airline’s general manager, Agnes Khunwana faced a torrid
period of questioning by members of the Parliamentary Committee on Statutory Bodies and State Enterprises who said the failure
to submit the results was part of a pattern with Air Botswana. The committee, which ended its sitting on Wednesday, examines the
books of state enterprises and grills accounting officers on organisations’ performance and the use of public funds. This year, the
committee also wanted state enterprises to detail their plans for the end of the State of Emergency

The fear of many in Botswana is that Air Botswana takes a similar path to that of South African Airways which has bled the coffers
of South Africa for over a decade as poor management and corruption caused debt and the need for bailouts to swell. The airline
was eventually placed into administration last year and emerged this year a much smaller entity, however challenges still remain
and the jury is out as to whether SAA will survive even in its current format.

Given the relevance of mining to the country we would like to draw the readers attention to developments in the base metals
markets.

Base metals took it on the chin into the close of the week driven by concerns of global growth dynamics and an element of profit
taking. Pricing action across the complex remains volatile as investors grapple with the fundamentals of low inventories pegged
up against higher energy costs which is sapping global economic dynamism.

This morning we have copper trading higher with the low inventories in China providing the underlying bid. Shanghai copper
inventories are at their lowest levels since 2009 falling to 39839 tonnes. LME inventories of the metal are currently marked at
161550 tonnes as we enter the new trading week.

Interesting to note is that cash nickel is currently trading at a premium of $118/tonne over the 3m benchmark contract which is
the highest since October 2019 which points to tightening near term supplies.

On the international front, although some interesting data will be released this week, it will be a quiet start to the data week, with
only the Chicago Fed activity index scheduled for release today. The focus through this week will likely turn to a combination of
earnings releases to ensure that they continue holding up well and beating expectations to the topside, as well as the advanced
reading for U.S. Q3 GDP. The combination will further build the argument for the taper in November, although following Fed
Chairman Powell's comments, that will now be a foregone conclusion.

The week ahead heats up with a host of major central bank policy decisions, namely from Canada, Japan and the ECB. Investors
will also be awaiting the first look at US third-quarter GDP performance, which will hold crucial importance ahead of the Fed's
policy meeting next week. While there are plenty of potentially market-moving events in the week ahead, the USD has kicked off
the new week on the back foot against most major currencies. However, with risk appetite remaining tetchy, emerging market
currencies have traded with a little less conviction on aggregate this morning. This is likely to filter through to the local open and
we expect a measured start to the day with the 0.0900 mark remaining elusive for now.

ZAR and Associated Comments

The ZAR weakened for the second day on Friday after a notable uptick in risk aversion the day prior, which ultimately saw the
local currency secure a weekly decline against the USD. This was despite SARB Governor Lesetja Kganyago amongst the
newswires, saying at the BIS-SARB Centenary Conference that South Africa will be less vulnerable to impending major central
bank tapering than the “taper tantrum” seen in 2013. The Governor also said that the SARB would raise rates if upside risks to the
inflation outlook materialise, the drivers of which it currently sees as higher energy costs and normalising exchange rates as
policy tightening in developed economies loom. While the SARB will act if inflationary pressures prove persistent, the central bank
still sees current policy as appropriate for the economy, suggesting it remain data-driven and err on the side of caution rather
than act pre-emptively.

While this may take the sting out of the SARB’s November meeting, now a little under a month away, traders continue to price in
policy tightening through interest rate derivatives. Nevertheless, the ZAR remained on the back foot for the second day, trading
1.40% weaker to close at 14.8200/%.

This was also against a weaker USD on the day, which failed to add to the previous day’s risk-off rally as US manufacturing PMI
data came out weaker than expected and as Fed Chair Jerome Powell also spoke at the BIS-SARB conference. The Fed chairman
signalled it was time for the Fed to begin cutting back asset purchases. Still, he maintained it was not yet time for any interest rate
hikes, helping keep a lid on the USD as other haven currencies remained supported into the weekend. In other moves, the USD
rose against the pound following weak UK retail sales data, while the euro steadied as a gauge of manufacturing activity showed
less pressure on factories than expected despite current supply constraints.
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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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