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GMT Country Data event or release

BW Nothing on the cards
13:30 us Change in nonfarm payrolls
13:30 us Unemployment rate
14:45 us Markit composite PMI
15:00 us Durable goods orders m/m
15:00 us ISM non-manufacturing composite PMI
15:00 US Factory orders

Relevance

Period Market Exp Previous
Nov 500k 531k
Nov 4.50% 4.60%

Nov F 56,50
Oct F -0.50%
Nov 65,00 66,70
Oct 0.50% 0.20%

Factors Overnight

EZ PPI

OPEC

US debt ceiling

Factors on the
Radar

Omicron - latest

US labour market

UK inflation

What happened?

EZ producer prices surged more
than expected in Oct by 5.4%
m/m and 21.9% y/y. The rise in
energy prices was the main
driver of the surge

OPEC+ stuck to its plans to raise
oil production slowly through
regular increase intervals. It will
boost production in Jan in line
with previous months

The Democrats controlled Senate
on Thursday passed a bill to fund
the government through to mid-
Feb, placing this issue
temporarily on to the back burner

What happened?

Anecdotally, the Omicron variant
appears to elicit mild illness. A
virulence study in South Africa
will be completed by Tuesday
Two sets of data released this
week offered good news, with
yesterday's weekly jobless claims
signalling how layoffs fell to the
lowest in over 28 years

A study by the BoE shows that
companies are struggling to find
good staff and that they expect
to see higher levels of inflation
through the year ahead

Some of this will spill over into
CPI, which rose to 4.9% in Nov
or the highest levels in 25
years

This was surprising to those
who thought OPEC might
respond with reduced output
due to Omicron

The 69-28 vote leaves the
current funding levels intact
before funding was set to run
out

Relevance

This could be great news and
signal the beginning of the
end of the pandemic

The focus now turns to the
official payrolls data today for
corroborating evidence

Inflation is expected to rise to
4.2% in a year, implying
expectations are steadily
rising

Importance

(economy)

3/5
(economy,
markets)

3/5
(politics, fiscal
policy)

Importance

5/5
(market)

(economy,
market)

(economy,
monetary
policy)

Analysis

Although the ECB has stuck to its transitory
narrative for inflation, this data makes life
uncomfortable and raises the risk of a negative
impact on growth as disposable income slides

The move by OPEC is prudent, as there are
early signs that the discovery of the Omicron
variant could, in fact, prove to be good news if
it marks the beginning of the end of the
pandemic

This will come as welcome relief and remove
one possible risk event as we wind down the
year. If anything, this will add support to risk
markets at the margin and backstop asset
prices

Analysis

This holds the potential to kickstart a very
powerful risk rally as asset prices are
unshackled from the grips of the pandemic
and respond to stimulus

A strong reading in today's data will be very
good news for investors into asset markets and
will strengthen the argument that the economy
is on a strong recovery path.

Markets have priced in a 60% chance of a rate
hike this month, suggesting that investors
anticipate the bias to favour tightening policy
through 2022 as inflation risks demand some
action

Highlights news vendors

CNBC - Omicron Covid variant likely circulating for longer — and more widely — than thought, experts

say

ALL AFRICA - 'Come Back Home' - Govt Urges Zimbabweans Based in South Africa

FT - US regulator sues to stop Nvidia’s acquisition of Arm

SOUTH CHINA POST - Sweet words from China to US business fail to soothe Washington ire
REUTERS - Dollar has the interest rate edge to rule for now
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https://www.cnbc.com/2021/12/02/where-did-omicron-covid-variant-come-from-and-where-is-it-circulating.html
https://www.cnbc.com/2021/12/02/where-did-omicron-covid-variant-come-from-and-where-is-it-circulating.html
https://allafrica.com/stories/202112020151.html
https://www.ft.com/content/ba37d061-cd26-47c0-9ff9-1fe8257ee8e2
https://www.scmp.com/news/china/article/3158272/sweet-words-china-us-business-fail-soothe-washington-ire?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/markets/currencies/dollar-has-interest-rate-edge-rule-now-say-fx-analysts-2021-12-03/
https://www.reuters.com/markets/currencies/dollar-has-interest-rate-edge-rule-now-say-fx-analysts-2021-12-03/
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Local and regional talking points
e The undoubted highlight of yesterday’s trading session was the Bank of
Botswana'’s decision on interest rates where the bank left rates on hold at 3.75%
The bank stated that overall, inflation risks are skewed to the upside. The risks
include potentially higher commodity prices beyond current forecasts, the
continued supply chain constraints and the reintroduction of travel restrictions and
other measures. These would however be moderated by the possibility of weak
internal demand and global economic activity as a result of global shutdowns and
lower economic dynamism.

e The broader take home from the bank is that although there are inflationary
pressures evident, these are not demand side driven as the economy is not
operating at full capacity. Thus hiking now may just undermine what economic
recovery has been achieved

e Africa has become a focal point at the moment following the discovery of the

newly detected Omicron coronavirus variant, which many scientists have attributed
to global vaccine inequality. In addition to concerns over vaccine inequality, a
number of international agencies have raised questions about the ethicalness of
some of the lending to the continent over the past decade, which has left a number
of African countries in a position of fiscal distress.

e Participants attending the 2021 Africa Economic Conference, which kicked off

in Cape Verde on Thursday, called for the renegotiation and even outright pardon
of debts owed by African countries. African leaders, officials from the United
Nations and the African Development Bank argued that further debt relief is
required to help the continent recover from the devastating effects of the COVID-19
pandemic.

Financial Market commentary
e It has been a turbulent few days of trade for global financial markets as COVID
fears mount, the year-end approaches, and Fed speakers signal a faster pace of
policy tightening. Volatility across global markets has risen sharply as the Omicron
spreads across the globe. US stock counters were a sea of red on Thursday
following the discovery of just a single case in the US.

e Meanwhile, bond and currency volatility has surged to the highest since last
March and December, respectively. The spike in currency volatility in the African FX
basket has also been apparent over the past month, with realised volatility in the
South African Rand, Ghanaian Cedi and the Nigerian Naira rising notably. For
context, 30-day historical volatility in the South African Rand is now trading above
15%.

The local FX markets has seen the BWP-USD pivot around the 0.0850 mark
however given its managed status has seen less volatility than other African FX
currencies. We hold the view that the currency will continue to trade around the
0.0850 in the interbank market as we head deeper into December before the
Christmas lull effectively drains liquidity almost completely.

Moving over to energy, OPEC+ yesterday decided to persist with its 400k
barrels a day increase in output through January, a surprise decision given how
prices have slumped recently. The initial market reaction saw the likes of the Brent
front-month contract touch lows of $65.72 per barrel, but OPEC’'s comment that it
would be flexible with this depending on market conditions drove a rebound that
saw Brent end yesterday relatively flat at just below $70 per barrel. This rebound
has continued this morning, with the benchmark contract now back above that
handle.

e The decision to be flexible will buy the group of oil-producing nations more time
to assess the demand outlook, while not risking the ire of the US who has been
calling for greater supply to bring prices down. It also suggests that traders may
take a break from the panic selling seen recently as the outlook going forward

presented by OPEC's technical committee is not looking as bleak as many would

have expected since the discovery of the Omicron COVID variant
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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. Acces Bank 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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