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GMT Country Data event or release Period Market Exp Previous
B

W Nothing on the cards
07:00 GB Industrial production y/y Dec 0.60% 0.10%
07:00 GB Manufacturing production y/y Dec 1.90% 0.40%
07:00 GB Visible trade balance (GBP) Dec -11337mn
07:00 GB Total trade balance (GBP) Dec 626mn
B

07:00 G Industrial production y/! Dec 0.60% 0.10%
Factors Overnight What happened? Relevance Importance Analysis

US inflation rose more than
anticipated to reach 7.5% y/y,
US inflation the highest inflation reading in
fourty years. Core inflation also
gained 0.6% m/m to rise to 6.0%

y/y

Although an unpleasant surprise, it may be
very close to the top of this spike. With M2
money supply growth falling rapidly, headline
inflation will drop quickly in the coming months

Investors moved quickly to
price in a rate hike of as much  (monetary
as 50bp at the next meeting policy)

There has been a bull flattening

D S Tt i e A flattening this aggressive As a business cycle indicator, the flattening of
US yield Curve e B might concern the Fed in its the curve suggests that an economic slowdown

rates rising more rapidly than the . (economy) . . .

bid to support growth will be in store within the next two years

longer-term rates

Qil prices have stalled and might Oil prices contributed to This is a self-correcting mechanism in practice

even register a weekly drop, inflgtion - and highlights why it might have been wiser for
Oil prices especially after the latest US OPEC+ to try and limit the degree of oil price

that will follow will detract (market)

inflation data that has sparked increases through an attempt to raise
. ) from demand : .

speculation of faster rate hikes production quicker
;aazt:rrs EDLND What happened? Relevance Importance Analysis

B (.:h.'ef L0 e el ezt Lagarde expressed her 3/5 That being said, Lagarde also added that the ECB

that lifting rates from now would . ) : } . .

. s confidence that inflation (economy, was edging closer to its goal that would allow it to

ECB do little to combat the rise in } . .

) . would retreat and that oil monetary gradually remove some of the interventions and

inflation and would not solve any . ) ; - .

prices would cease surging policy) start normalising policy

of the current problems
Russia has held drills in Belarus

while Ukraine staged war games Tensions are at their highest O InD EEMEIR, AMEMER [ES UEed] S ATEEEnS

in Ukraine to leave immediately. A multitude of

Ukraine stand-off In W.hat IS P2 :jescnbed by pomF i pre§ently the.'.e are 5/5 . discussions is taking place on the side lines and
Boris Johnson as "the most no signs of this geopolitical (geopolitics) . . . . . -
N . . the situation remains tense with neither side
dangerous moment." Germany risk abating soon .
. prepared to compromise
has urged de-escalation
Canada is the latest country to The concern from the West is that China used

This has less to do with

LTI £ e (o Gl Wil 3/5 economic coercion to bully Lithuania to bar

joining the EU's dispute with ushing against China to (markets, Taiwan from opening an embassy in Lithuania.

China at the WTO over trade p € ag politics) China views the move as interfering in EU-Sino
. . . reform g

curbs China placed on Lithuania relations

Highlights news vendors

China trade Join the US and Australia in

dispute

CNBC - U.S. inflation data is like a ‘punch in the stomach’ for the Fed, says Citi economist
ALL AFRICA - WHO Chief Visits mRNA Vaccine Technology Transfer Hub

FT - SoftBank’s plans for Arm IPO hit by legal battle over renegade China unit

SOUTH CHINA POST - Chinese Covid-19 test Kits ‘able to screen 51 million people daily’

REUTERS - U.S. consumer prices post largest annual gain in 40 years as inflation becomes widespread
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https://www.cnbc.com/2022/02/11/us-inflation-data-like-a-punch-in-the-stomach-for-the-fed-citi-.html
https://allafrica.com/stories/202202100656.html
https://www.ft.com/content/8494d5f3-4f3e-4a1d-878d-cabb82e37778
https://www.scmp.com/news/china/science/article/3166561/chinese-covid-19-test-kits-able-screen-51-million-people-daily?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/business/us-consumer-prices-rise-strongly-january-weekly-jobless-claims-fall-2022-02-10/
https://www.reuters.com/business/us-consumer-prices-rise-strongly-january-weekly-jobless-claims-fall-2022-02-10/
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Local and regional talking points

e The macro backdrop is all about inflation at the moment with the US CPI release
being the focal point for yesterday’s trading sessioin. Inflationary pressures
remained entrenched in the U.S. economy at the start of the year. Specifically,
headline inflation accelerated further to 7.5% y/y in January from 7.0% y/y in the
month prior. This was the fastest pace of price growth in the economy since 1982
and surpassed consensus expectations of a rise to 7.3% y/y. On a month-on-month
basis, prices climbed 0.6%.

e Note that a shortage of supplies, workers, massive stimulus, ultra-low interest
rates, and robust consumer spending have combined to fan inflationary pressure in
the US.

e Given the expectation of a more aggressive Fed, and the fact that the South
African Reserve Bank has hiked rates and looks to tighten further, we expect the
Bank Of Botswana to come under increasing pressure to tighten as inflation remains
well out of the target band.

Financial Market commentary

o OQil is set for its first weekly loss since December, with Brent crude trading
around the $91.20 per barrel mark. The drop has come amid an easing of global
geopolitical tensions this week and some progress on the US-Iran talks that have
led to speculation that the Middle-Eastern nation could resume oil exports soon.
Yesterday's strong US inflation figures also pressured the market to some degree,
given that bets increased that the Fed could need to hike rates by 50bp at its March
meeting. We are still of the view that the Fed will only hike by 25bp, but the greater-
than-expected inflation figures do suggest that the rising price pressures could see
the US economy struggle a bit further down the line.

e This outlook coupled with expectations that US producers could continue to
ramp up oil production suggests that oil may not have all that much room to rally
further, barring some geopolitical or other supply shock. Demand has been stronger
than many expected for some time now, but it may have topped out while supply
levels still have some significant upside to them. The market is, therefore, likely to
shift back into a surplus through the coming months.

e Following on from the comments above, Headline inflation jumped by more
than expected to 7.5% y/y while core inflation rose to 6.0% y/y. It is the highest
inflation reading forty years and prompted speculation that the Fed may hike rates
by 50bp in March. The rise of such speculation is to be expected. Still, it is probably
not realistic when one considers that this inflation print might also signal that the
worst is now behind us and that inflation will likely decelerate sharply in the coming
months. Money supply growth has moderated sharply and will reduce the amount
of monetary space that inflation has to take hold.

* Predictably, the USD has found some support following the higher than
expected CPI print as investors position for a quicker rise in interest rates than was
first anticipated. As US Treasury yields rise, so the USD will again benefit from the
monetary policy divergence with its trading partners that will keep the USD well bid.
This could prove to be the catalyst for a more bullish week ahead for the USD.
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nkatem@accessbankplc.com Mogamisi Nkate
masalilap@accessbankplc.com Phillip Masalila
kebaetsek@accessbankplc.com Kefentse Kebaetse
keseabetswem@accessbankplc.com Mompoloki Keseabetswe
thembaa@accessbankplc.com Amogelang Themba
bogalet@accessbankplc.com Tshwanelo Bogale
davidp@accessbankplc.com Pearl David

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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