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GMT Country Data event or release Period Market Exp Previous
BW Potential for CPI release y/y April 10.0%
12:00 BW Bots to place BWP4bn of 7-Day certificates
09:00 EZ ZEW economic sentiment May -43
09:00 GE ZEW economic sentiment May -42 -41
Factors Overnight What happened? Relevance Importance Analysis
US congressional Democrats This represents a dramatic escalation of the
US Aid to Ukraine agreed toa further $39.8bn in This exceeds Biden's request 5/5 war funQing by the US and raises _the
aid for Ukraine, easing fears that ~ for $33bn and places further i geopolitical stakes between Russia and NATO.
a delayed vote would stall the pressure on the US fiscus Eeepelies) The US will be looking to the benefits of
supply of weapons to Ukraine weakening Russia's military

AEEOTEINE Y s ERE, (B This is the first reduction in This is likely a sign of things to come as the

. S I th sper_mdmg_ in spending since early 2021, (LS, effects of inflation become more pronounced.
UK retail response to the rise in inflation Economy, . . o ) .
] when the country was under Like for like sales were down 1.7% y/y in April
and the drop in household monetary o ; - :
. b lockdown : vs the 0.4% contraction experienced in March
disposable income policy)
Pre_dlctably, the Fed hgs T S U S Hardly anything sgrprlsmg in this, but it paints
indicated that uncertainty has ’ : the backdrop against which most central bank
Fed report . ] . - Ukraine and persistent . . . ; )
increased since its previous ) ) ) ) (market) decision making will take place in the coming
" ) o . inflation have raised risks
financial stability report in Nov months
;Zzt:rrs ENLD What happened? Relevance Importance Analysis
While Russia was celebrating its
WWII victory over nazi Germany, The move is strategic and 5/5 The concern is that Odesa is also the main port
Russia - Ukraine Russian troops were bombing likely the final piece of the (economy, through which Ukraine's agricultural products are
War the southern port of Odesa in a strategic puzzle for the Putin markets, exported. It is important to the economy and to
bid to cut Ukraine off from its administration geopolitics) the agricultural markets
ports
The BolJ has no plans to change That means that the JPY may Jgpan s economy is so leveraged that allowing
the target tolerance band and . yields to rise much further to counter the
. ] have further to slide and (markets, -
BolJ policy allow interest rates to move . ) . weakness in the economy would threaten the
o leave Japan with an inflation monetary . . L .
further from the 0% target, not —-—. olicy) economy itself with a significant credit cycle
even to stop the JPY's slide [Py contraction
This week much focus will turn to . -
the latest inflation data A high reading will only build (monetary AL date_\ i PO'T‘tS e e h'kmg eI
. . . aggressively will likely translate into more market
US inflation scheduled for release on Wed. It the argument for a strong policy, o s
; I volatility and a deeper sell-off in risk markets.
will hold major implications for response by the FOMC markets, L . :
This is a big red flag to emerging market FX
central banks and markets economy)

Highlights news vendors

CNBC - Tech giants lost more than $1 trillion in value in the last three trading days
ALL AFRICA - Three Things That Can Go Wrong At an Illegal Oil Refinery in Nigeria
FT - Global stocks suffer worst day since June 2020 amid slowdown fears

SOUTH CHINA POST - Fish farming floated as an answer to the Earth’s food issues

REUTERS - EXCLUSIVE Tesla halts most production at Shanghai plant on Tuesday - memo
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https://www.cnbc.com/2022/05/09/tech-giants-lost-over-1-trillion-in-value-in-last-three-trading-days.html
https://allafrica.com/stories/202205100004.html
https://www.ft.com/content/6691700c-9dfd-4911-8589-70b4ebd2caef
https://www.scmp.com/news/china/science/article/3177081/can-fish-farming-solve-chinas-food-security-issues-and-planets?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/business/autos-transportation/exclusive-tesla-halts-production-shanghai-plant-due-supply-issues-sources-2022-05-10/
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Local and regional talking points

e The macro backdrop regionally is fragile at present with most of the countries in
Southern Africa reliant on developed markets to purchase commodities to keep the
coffers full and hard currency rolling in. There are however fears that the
commodity boom, at least in the short term will stall as the Fed tightens to stem
inflation, the EU heads into recession as a result of the Ukrainian/Russian conflict
and China locks down as a result of COVID-19.

e Copper took it on the chin yesterday registering losses of 1.9% on the day while
aluminium fell even further recording losses of 3.119% to close the day at
$2755.00/tonne. Nickel performed the worst shedding 6.5% to close at
$28185.00/tonne.

e Gaborone will be keeping a close eye out on developments given the strategic
investment the country is making in the like of copper.

e We view the risks in the short term being to the downside, however longer term
there are structural headwinds that continue to reinforce the need for the likes of
copper. The green energy movement will require vast quantities of copper as the
decarbonisation of the world moves ahead

Financial Market commentary

¢ Given the volatility seen in the regional FX leader namely the ZAR we will be
taking a more in depth look at developments driving the ZAR today.

e It's difficult to make head or tail of the market at the moment. One would be
justified in anticipating further ZAR depreciation due to the drop in stock markets
and the rise in risk aversion while load shedding has resumed. Furthermore, the
USD has remained strong, and commodity prices have slipped. Global investors are
shifting towards a defensive positioning, and there are very few places to hide. Gold
may be up on the trading session but is well off its highs. SA's terms of trade have
slipped, and the VIX's rise is disturbing as it rises back towards distressed levels.

e And yet, the ZAR made a recovery off yesterday's intra-day lows. While it looked
to test levels towards 16.30 yesterday afternoon, it is trading back below 16.1200
this morning. The week's main event will be the US inflation data scheduled for
tomorrow and it might have the final say in how markets unfold. A stronger than
expected reading could bolster the USD further, but investors have a lot priced in
already, given how markets are currently performing.

e US Treasury yields are also off their highs, and with the 10yr positioned at over
3.0%, there is a lot of tightening priced into the market. The fact that the US yield
curve is steepening again is interesting and suggests that the more the stock market
corrects, the lower the probability that the Fed will be able to carry out the full
extent of the tightening. This suggests that the USD is quite fully priced and no
longer obvious rotation play.

e ltis, therefore, a tricky time. While the face-value strategy would be to rotate
further into the USD, there are many other factors to consider, and it is a relative
game. Relative to how much has already been priced in, not just for the USD but
also for other currencies. For the ZAR that means that the ZAR's valuation relative to
commodity prices should also be considered. For now, SA will still be producing
trade and current account surpluses and the terms of trade, although off their highs,
are still supportive of ZAR at the margin. Balance that off against domestic bond
yields that have risen sharply, and the carry trade becomes a feature again. For all
the concerns investors will have around the volatility in global equity markets, the
ZAR may still have some resilience left in it yet.
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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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