> aCCcess

Botswana
Market Watch

6 April 2022
N

GMT Country Data event or release Period Market Exp Previous
B

W Nothing on the cards 4Q 8.4%
06:00 GE Factory orders y/y Feb 5.50% 7.30%
08:30 GB PMI construction Mar 59,10
09:00 EZ PPl y/y Feb 30.60%
11:00 us MBA mortgage applications Apr 1 -6.80%
S

18:00 U Fed FOMC Meeting Minutes Mar 16
Factors Overnight What happened? Relevance Importance Analysis

BoE Governor Cunliffe indicated

With a world more indebted, a Central banks may well be talking tough so as

BoE outlook Bl b @eraL, that U2 2903 Gl s sharp and persistent rise in - not to have to act tough. Yield curves are
not need to hike rates repeatedly (monetary . - o ]
. ; rates could prove very N flattening or inverting in some countries, and
to stop expectations of persistent : policy)
. . damaging the overall cycle looks set to soften
inflation
A IS Gy el esiling China's zero covid policy The risk is that investors under-estimated the
yesterday uncovered a further . . "
. . means lockdowns could still impact of restrictions and that the economy
China lockdown 13,000 asymptomatic cases, (economy, .
’ A o extend further and hurt GDP ) could be severely affected. With each
which led to China extending its pandemic) . e .
- . growth additional restriction, risks to growth grow
restrictions on transportation
The World Bank cut its East Asia The war in Ukraine and the It is unclear what sort of a Covid episode this
World Bank Pacific 2022 growth forecast to AR TR BETNES 3/5 accounts for in China, but that would be
forecast 5.0%, from its forecast of 5.4% in : P (economy) another factor that could lower this forecast
the biggest threat
October last year even more
;i;zt:rrs e What happened? Relevance Importance Analysis
UI_<ra|n|an AEHEO ASEINE L) Ukraine will welcome all Russia, for its part, has denied the atrocities in
. . will address the UNSC today and A f ;
Russia - Ukraine h . . pressure placed on Moscow 5/5 Bucha and indicated that it would provide
will ask the UN to impose heavier ; . " - ; .
war ) . . as it continues to offer tough (geopolitics) empirical proof that Russian forces did not
sanctions on Russia following the . . e
I resistance commit the atrocities.
atrocities in Bucha
ECB's Knot offered his guidance i I et i st Inflation is the consequence of a very aggressive
by indicating the ECB should y g poficy (economy, phase of QE. The effects of that need to be
ECB outlook ) ] - should turn restrictive, just : . :
continue reducing stimulus to monetary unwound to prevent inflation becoming more

limit the inflation pass-through 1222 FERETIEEkLE policy) entrenched

Central banks are walking a

; Yield curves across most Policymakers are downplaying the inversion of
. tightrope. On the one hand, they S : A >
Global business ! L . jurisdictions are flattening, yield curves as an adequate signal of an
would like to contain inflation. On . s ’ B ) .
cycle the other, they risk engineering a with some having inverted to (economy) impending recession. So far, equity markets are
’ y signal growth risks holding up, but risks still grow

recession

Highlights news vendors

CNBC - Key people from the Fed just spooked the markets — here’s what they said

ALL AFRICA - Covid-19 Infection, Vaccination Rates Steady Across Continent

FT - EU prepares ban on Russian coal imports after atrocities in Ukraine

SOUTH CHINA POST - Reports of alleged Russian war crimes in Bucha ‘very disturbing’, China says

REUTERS - U.S,, allies ready new Russian sanctions after Bucha killings
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https://www.cnbc.com/2022/04/05/-key-people-from-the-fed-just-spooked-the-markets-heres-what-they-said.html
https://www.allafrica.com/stories/202204050306.html
https://www.ft.com/content/c57f1115-2f03-4022-8eaf-8a7145f0e694
https://www.scmp.com/news/china/diplomacy/article/3173212/china-calls-facts-disturbing-bucha-deaths-ukraine-war?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/world/europe/us-allies-ready-new-russia-sanctions-after-bucha-killings-2022-04-06/
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Local and regional talking points

e News on the wires namely the African Review is that A senior leadership team
from the African Development Bank Group (AfDB) has arrived in the southern
African capital Gaborone, on the first leg of an official visit to Botswana and
Zimbabwe. The delegation is led by acting vice president, regional development,
Integration and Business Delivery Yacine D. Fal. It includes Prof. Kevin Chika Urama,
acting chief economist and vice president for the economic governance and
knowledge management complex; director general for the Southern Africa region,
Leila Mokaddem, deputy director general Kennedy Mbekeani, Martha Phiri, director
of the bank's human capital, youth and skills department, and Jean-Guy Afrika,
AfDB’s acting director for the Regional Integration Coordination Office. The visit
underscores the AfDB’s firm commitment to the southern African region’s growth
prospects and to deepen engagement with SADC at the strategic and technical
levels, Fal said.

e [n Botswana from 4-5 April, the team will meet with several government and
industry leaders, including the deputy minister of Finance Olesitse H. Masimega.
Their discussions will centre on the bank’s support to Botswana’s economic
transformation agenda and a post-COVID-19 economic recovery. The bank has
provided US$137mn in loans to support Botswana's economic recovery from the
pandemic. The delegation will also hold talks with the Southern African Development
Community’s deputy executive secretary for regional integration, Dr. Thembinkosi
Mhlongo.

Financial Market commentary

¢ All was unfolding fairly predictably yesterday before Fed Governor Brainard
addressed a Senate Banking, Housing, and Urban Affairs Committee and
emphasised the steps that would be taken to reduce inflation. Brainard specifically
emphasised the rapid shrinking of the Fed's balance sheet, adding that it did not
have to take place as slowly as it did the previous time. She added that the FOMC
"will continue tightening monetary policy methodically through a series of interest
rate increases and by starting to reduce the balance sheet at a rapid pace as soon
as our May meeting."

e Clearly, that took the market by surprise, especially as the rapid rate of
tightening currently being priced into the market has already resulted in the US
yield curve inverting and raising fears of a material slowdown in the quarters ahead.
Then later in the session, San Francisco Fed President Daly passed comments that
inflation running at a 40yr high was as "harmful as not having a job," referring to the
impact that high inflation has on the disposable income of households. She
emphasised that the Fed would not allow this phase of high inflation to persist and
that the Fed was committed to reducing inflation to pre-covid levels.

e This is hawkish talk by the Fed, but it is the kind of guidance central banks
deploy to prompt the market to do some of the heavy lifting in tightening monetary
conditions in the hope that they won't have to drive benchmark interest rates as
high as they otherwise might've done. It is a case of talking tough to avoid having to
act quite as tough. Financial markets have chosen to take the guidance seriously,
and stock markets have sold off, and that has spilt over into risk markets and, to
some extent, into commodity prices.

e Although oil prices have remained buoyant despite the increased lockdown in
China, the release of reserves and tough talk from the Fed, other commodity prices
have fared less well, with the industrial metals index (CRBIX) slipping from its recent
high. The gold price has also retreated slightly, as has the platinum price,
contributing to some erosion in SA's terms of trade. The combination has placed the
ZAR on the defensive. While a test of 14.5000 looked plausible yesterday, today, a
break above 14.7000 is on the cards, and a larger move could follow.

e That being said, the Fed's resolve will be tested. Persistent hawkish talk of this
nature will negatively affect the market. It is questionable whether the Fed will
continue to talk so tough in the face of market fragility and a fragile economic
recovery that may splutter. For now, investors should treat the USD-ZAR bounce as
a necessary and healthy recovery rather than a longer-term inflexion point. This
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suggests that the BWP could come under further pressure at the open gravitating towards the 0.0860 mark in the

interbank market.

Botswana Yield Curve
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Contacts

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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