> aCCcess

Botswana
Market Watch

3 February 2022

GMT Country Data event or release Period Market Exp Previous
BW Nothing on the cards
12:00 GB BoE asset purchase target Feb 875bn 875bn
12:00 GB BoE bank rate Feb 3 0.50% 0.25%
12:45 EZ ECB deposit facility rate Feb 3 -0.50% -0.50%
12:45 EZ ECB rate announcement Feb 3 0.00% 0.00%
13:30 us Initial jobless claims Jan 29 260k
15:00 us Durable goods orders m/m Dec F -0.90%
15:00 us ISM non-manufacturing composite PMI Jan 59,60 62,00
15:00 US Factory orders Dec 0.10% 1.60%
Factors Overnight What happened? Relevance Importance Analysis
Wall St \I;g”tgi ’f)%irtt:d?:;?g;::niay’ For all the concerns of 3/5 Risk appetite has also improved alongside the

monetary tightening, earnings improved equity market performance, and this

gams_to e _egwty m_arkets remain supportive (i) should assist riskier markets at the margin
back into familiar territory
q AL IR YES LY st_errlsed The data shows the economy It will go some way to moderating expectations
US Private sector strongly to the downside, h :
; is not yet out of the woods for the all-important non-farm payrolls data
payrolls recording a drop of 301k vs ; (economy) )
- and will suffer setbacks scheduled for release on Friday
expectations of growth of 200k
OPEC+ stuck to its 400k bpd . Although it's a relief the oil price has not
. The market reaction must be . ; : .
target of monthly increases. The ] 3/5 cruised any higher, OPEC's stance will help
OPEC + seen together with the weak . . - )
market took a breather and US labour data (geopolitics) keep prices buoyant, which will detract from
retreated slightly growth at the margin
;Zzt;rrs on the What happened? Relevance Importance Analysis
FoBE tgday il Shlft i . The trend in the labour market is an improving
weekly jobless claims for further Although the labour market is S
US Labour data p : ] . > ] one. It will likely support the argument for rate
perspective that is a little more tightening, the data still holds . . ] o
week . ] . ] . (economy) hikes, although just how supportive will likely
current and which will further the potential to disappoint ] !
. . determine the strength of USD's performance
influence expectations for NFP
President Biden has ordered . Russia stands to be the big loser in all this.
The West still fears that . . L
. nearly 3,000 troops to Eastern - : : . Russia vs NATO is not appetising, let alone all
Ukraine stand-off Russia is planning an invasion . ] -
Europe to bolster the NATO . (geopolitics) the sanctions that would impact the economy
] - and raised the stakes )
stance against Russia heavily
Bl B2 expectgd U ] Growth in the EZ remains pedestrian and has
announce back-to-back interest Inflationary pressures are ] .
. T . . 5/5 been negatively affected by Omicron. The ECB
rate hikes following its hike in running hot, and the BoE will . . .
ECB and BoE . (monetary is unlikely to announce any major changes. The
Dec, the ECB will be more respond. However, the ECB . :
: . ; policy) BoE, on the other hand, will look to further
cautious amid a struggling has less room to manoeuvre . : . .
economy normalise policy with a hike

Highlights news vendors

CNBC - A Russian invasion of Ukraine could send shockwaves through financial markets
ALL AFRICA - Why Do Neglected Tropical Diseases Suffer Low Priority?

FT - Investors wipe almost $200bn from value of Facebook owner Meta

SOUTH CHINA POST - Will the Beijing Winter Olympics spur a snow sports boom in China?
REUTERS - Fed nominees say inflation is 'grave threat,' vow to fight

Morning note produced by ETM Analytics (Pty) Ltd Access Bank Botswana



https://www.cnbc.com/2022/02/02/a-russian-invasion-of-ukraine-could-send-shockwaves-through-financial-markets-heres-how.html
https://allafrica.com/stories/202201260832.html
https://allafrica.com/stories/202201260832.html
https://www.ft.com/content/51ea47e1-50c1-4b72-94d6-884017a1af4a
https://www.scmp.com/economy/china-economy/article/3165599/will-chinas-beijing-winter-olympics-spur-snow-sports-boom?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/business/fed-nominees-say-inflation-fight-is-top-priority-2022-02-02/
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Local and regional talking points

e News on the mining front from Mining Weekly is that a recently completed
geological mapping programme at Bezant Resources’ 100%-owned high-grade
Kanye manganese project, in Botswana, indicates that the target horizon hosting
high-grade manganese may extend continuously for at least 4 km between the
Loltware and Moshaneng prospects. Although it is early days for the project, there
is hope that the region will yield a viable project which can be tapped and thus
further underpin the strategic need to diversify the country’s mining sector.

¢ In other news related to the mining sector, MMEGI reported that A $4 million
(P47 million) deal for the sale of the mothballed Ghaghoo Mine in Gantsi District has
run into trouble after one of the partners in the joint venture behind the takeover
pulled out. Okwa Diamonds, owned 10% by Botswana Diamonds (BOD) with the
balance held by VAST Resources, announced its plans to take over Ghaghoo last
August from Gem Diamonds. The operation, which was the country’s first
underground diamond mine, was placed under care and maintenance in February
2017 due to depressed diamond prices. At least 250 workers had their contracts
terminated as a result.

Financial Market commentary

¢ Notwithstanding another positive day on Wall St, the BWP failed to build on
recent gains as investors prepared for the combination of labour market data out of
the US and the ECB's decisions and the BoE today. These are market-moving
developments, and given the magnitude of appreciation seen recently, there was
bound to be consolidation.

e A case in point was the private sector ADP payrolls data yesterday, which
reflected a drop of 301k in Jan due to the government reaction to Omicron and the
fearmongering that once again affected mobility and economic activity. Ahead of
the key non-farm payrolls data later, this is an important release as it suggests that
the official stats may have also been significantly affected. Given the hawkish
expectations priced in, any indications of a softer economy that may help limit the
inflation pass-through could impact equity, bond and FX markets.

e But today, the focus will turn to the guidance given by the ECB and the BoE.
While the latter is expected to lift rates by a further 25bp in its second consecutive
rate hike, the former is expected to play it cool and remain ultra-supportive as it
seeks to promote GDP growth. These outcomes are priced in, but what is less
known is the guidance and communication they will offer.

e Moving onto the energy markets,O il has edged lower this morning, with a
rebounding USD weighing marginally on the commodity. As such, we have Brent
back below the $90 per barrel handle but not showing much in the way of any
notable downside momentum. The market remains supported after yesterday's
OPEC+ announcement yielded no surprises as they opted for another 400k barrel
per day increase for March. There are still doubts that this level of output can be
achieved following months of underperformance from several members of the
cartel. Therefore, demand is expected to continue to exceed supply over the near
term, suggesting that prices will likely rise above the $90 per barrel mark and make
their way towards $100 over the next few weeks.

e The current market structure corroborates our bullish outlook on oil, with Brent's
prompt timespread now trading at over $1.35 per barrel in backwardation. Levels
such as this have typically seen oil at well over $100 per barrel, suggesting that the
market still has some upside to it.

e We expect the Bank of Botswana to keep a close eye on developments in the
commodity markets given the impact on inflation. The current trajectory for energy
costs remains to the topside which will underpin inflation pressures in the short and
medium term.
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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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