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Highlights news vendors

CNBC - UN votes to remove Russia from Human Rights Council

ALL AFRICA - Total Confirmed Cases of Covid-19 Across Continent Approaches 11.5 Million
FT - Nato states agree to supply heavy weapons to Ukraine

SOUTH CHINA POST - China warns US a Nancy Pelosi visit to Taiwan would cross a red line
REUTERS - Russia laments 'tragedy’ of troop deaths as Ukraine braces for major offensive
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https://www.cnbc.com/2022/04/07/un-votes-to-remove-russia-from-human-rights-council.html
https://www.allafrica.com/stories/202204070331.html
https://www.ft.com/content/1c0e6e15-c8fe-4a84-99dc-12b6836bf0f4
https://www.scmp.com/news/china/diplomacy/article/3173520/china-warns-us-nancy-pelosi-visit-taiwan-would-cross-red-line?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/world/europe/russia-laments-tragedy-troop-deaths-ukraine-braces-major-offensive-2022-04-07/
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Local and regional talking points

e There is a potential for 4Q 2021 GDP to be released today according to the
Bloomberg calendar however Statistics Botswana announced earlier in April that
they would be deferring a number of releases to the end of the month.

e Moving over to the macro of regional importance we see that commodities are
off their highs. Concerns over Chinese demand given the COVID-19 lockdown’s
and tighter monetary policy from the United States have placed a damper on base
metals this week. News vendors are all reporting that the financial capital of China
namely Shanghai has gone silent as the city imposed harsh restrictions on
movements. This has so far not been the case in the major manufacturing sectors,
but one needs to keep a close eye on developments here as Beijing is not known
for compromise on certain topics.

e Given this backdrop, we don’t expect runaway gains in base metals into the
weekend, if anything there will be a period of consolidation, perhaps some squaring
off of short positions to book profits but no fireworks.

Financial Market commentary

e As we close out the week, the ZAR's correction looks long overdue. While there
are strong cogent arguments for the ZAR to remain resilient overall and even
appreciate, investors will also recognise that the ZAR appreciated some 80 cents
through March and from levels back above 16.00 in Dec. So while the loss of ten
cents this week may feel uncharacteristic, it is relatively small. The correction can
extend further, and the ZAR's strengthening bias would remain largely intact. In
particular, the weekly chart indicates that levels back towards 15.0000 are even
possible in the current correction.

e Looking at valuation charts that are cyclically adjusted for a seven-year cycle
shows that the ZAR had shifted into slightly overvalued territory by approximately
3% for the first time since October last year. Admittedly those levels were more
overvalued, and the ZAR was trading far stronger against the USD in nominal terms,
although the Fed had not signalled its far more aggressive stance on monetary
policy, and equity markets had not yet begun to correct in a sign of vulnerability.

e Furthermore, commodity prices are off their recent highs, and investors are
concerned about some of the market signals from the bond market, suggesting a
slowdown is underway. Investors could, therefore, easily price in more risk than they
have and rotate towards the safety of the USD, although that has not reflected the
case so far this year. Buoyant commodity prices and SA's strong terms of trade will
mask many of these risks and disguise an underlying vulnerability that will become
more evident should commodity prices retreat again.

¢ In the short term, investors should treat this as a healthy correction. There is not
yet enough evidence that the ZAR's appreciation is overdone and that we have
reached an inflexion point. On one level, it has even been a blessing in that it has
prevented inflation from spiralling out of control as it has done in many developed
economies abroad.

e All of these factors need to be understood before making a call on the direction
of the BWP. We expect that a correction in the ZAR will put the BWP on the back
foot which will place the 0.0860 level in the crosshairs of those looking to short the
local unit. For now expect a measured start to the session.
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Botswana Yield Curve
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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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