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Highlights news vendors

CNBC - Seven hikes? Fast-rising wages could cause the Fed to raise interest rates even higher this year
ALL AFRICA - Around 10 Million People Living With HIV are Still Not on Antiretroviral Therapy

FT - SoftBank’s $66bn sale of chip group Arm to Nvidia collapses

SOUTH CHINA POST - US Cold War mentality informs tech competitiveness bill, China says

REUTERS - Biden pledges end to Nord Stream 2 if Russia invades Ukraine
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https://www.cnbc.com/2022/02/07/seven-hikes-fast-rising-wages-could-cause-the-fed-to-raise-interest-rates-even-higher-this-year.html
https://allafrica.com/stories/202202070565.html
https://www.ft.com/content/59c0d5f9-ed6a-4de6-a997-f25faed58833
https://www.scmp.com/tech/tech-war/article/3166151/us-china-tech-war-beijing-calls-america-competes-act-product-cold-war?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/world/biden-germanys-scholz-stress-unified-front-against-any-russian-aggression-toward-2022-02-07/
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Local and regional talking points

e Governments across the globe have been forced to reassess spending patterns
and the allocation of capital in a COVID-19 world where spending has blown out
over the past two years in an effort to fight the virus. Botswana is no different in this
regard.

e The government is looking at various options to trim its liabilities with proposals
including reducing the civil service wage bill and cutting support to parastatals and
councils. As the Finance Minister Peggy Serame delivered her maiden budget
speech yesterday there was an overarching message that there is a pressing need
for reform and the need to narrow the budget deficit which is predicted to reach
BWP6.98bn in the 2022-2023 financial year.

e She highlighted the civil service wage bill saying that in the 2020-2021 financial
year it amounted to more than 16% of GDP compared to the more acceptable 10%
recorded by comparator nations.

¢ In addition, the government support for parastatals amounted to BWP4.08bn in
2020-2021. The FinMin aims to trim parastatal subventions by BWP60m in the
upcoming year, while local authorities will receive BWP170m less.

e Under the proposed 2021-2022 budget, the Ministry of Health and Wellness
has been allocated the largest share of the recurrent budget at BWP10.01 billion to
cater for pandemic related cost.

e Responses to the budget proposals are expected to take place through the
course of the week.

Financial Market commentary

e Gold remains committed to the topside with all eyes on developments in the
Ukraine as the geopolitical tensions ramp up sharply. For now, gold is taking almost
all of its direction from this given the magnitude of a fall out in the region and this is
unlikely to fade anytime soon. The yellow metal is currently trading just north of the
$1820.00/0z mark as we head into the EU open and the expectation is that the
bullish undertone spills over and investors find comfort in the hedge characteristics
of gold.

e Moving over to the energy markets, Oil prices dipped yesterday in what was
only their seventh daily loss this year so far as the rally seems to be running out of a
bit of steam. The front-month Brent contract fell from a high of $94 per barrel to
around $92.50, where it is currently trading this morning, as focus is now turning to
the Iran nuclear talks. There has been some optimism of late that progress will be
made between the US and Tehran, which could raise speculation that Iranian supply
will be returning to the market fairly soon if this optimism continues.

e Given how frothy prices are at the moment, any positive news from Iran, or
indeed the Russia-Ukraine situation, could spark some profit-taking in the market
over the near term. Expectations of profit-taking, however, do not suggest that the
market has run out of legs just yet. The market is still exceptionally tight, while Saudi
Arabia has signalled confidence in it by raising its prices for March for the product it
ships through to Asia. This bullish outlook will also most likely be affirmed today by
the release of the EIA, OPEC, and IEA monthly outlook reports this week.

e Looking at the day ahead we have the standard Tuesday &-Day auction to
contend with where paper to the value of BWP5bn will be on offer. Internationally its
rathe quiet with only the trade data out of the United States on the cards.

e The US Trade Balance is expected to reflect another hefty trade deficit of more
than $83bn. The strength of the U.S. economy and credit cycle as well as the
powerful fiscal stimulus package will keep domestic demand strong enough to
promote imports. This remains a key constraint to the USD over the longer term, as
will the budget deficit unless tackled.

e In terms of the local FX market, we expect the BWP to pivot around the 0.0860
mark for now. As mentioned yesterday, investors will be extremely cautious given
the broader macro backdrop and this could result in spreads widening out.
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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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