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Factors Overnight

China factory
inflation

Russia-Ukraine
war

Bond yields

Factors on the
Radar

UK recession

Oil prices

US inflation

Data event or release
Potential for CPI release y/y

GE CPly/y

us MBA mortgage applications
EC ECB's Schnabel Speaks
us CPly/y

us Real ave weekly earnings y/y
Us Monthly budget statement

What happened?

China's PPl has eased to a one
year low in the Apr data of 8.0%
y/y. Expectations are that price
pressures will continue to
moderate

Ukraine has halted some
Russian gas flows and redirected
other gas to Europe. Ukraine is
mounting a counter-offensive as
it targets Russian supply lines

Bond yields are falling once
more. It is unclear whether this
will be a long-standing trend, but
fears of recessions have resulted
in bond yields moderating

What happened?

Britain is on track to record a
technical recession in H2 2022
according to the National
Institute of Economic and Social
Research (NIESR)

As the EU looks to implement an
oil ban on Russia, oil prices are
on the march higher as OPEC+
warns of tight supply conditions
This week much focus will turn to
the latest inflation data
scheduled for release on Wed. It
will hold major implications for
central banks and markets

Relevance

High base factors and cooling
commodity prices will tame
inflation and give the PBoC
room to support

This war is far from over and
could drag on for many more
months to support commodity
prices

Central banks will likely
become more sensitive to
growth concerns and ease the
pace of tightening

Relevance

Soaring inflation and rate
hikes amid supply chain
challenges are all weighing on
growth

The ban will, of course, hurt
Russia, but it will also hurt the
broader EU

A high reading will only build
the argument for a strong
response by the FOMC

Importance

3/5
(economy)

(geopolitics)

(market,
monetary
policy)

Importance

5/5
(economy,
markets,
Monetary

policy)

(markets,
geopolitics)

(monetary
policy,
markets,
economy)
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Botswana
Market Watch

11 May 2022

Period Market Exp Previous
April 10.0%
Apr F 7,4% 7,4%
May 6 2,5%

Apr 8,1% 8,5%

Apr -3,6%

Apr $-192,7bn
Analysis

This might appear as though it defies the
global trend in inflation, but that too shall pass.
As high base factors come into play and the
effects of rate hikes stall economies, inflation
will reverse

Russia has done damage to itself and to
Europe. The effects will last for a while as the
world pivots away from Russian gas and
energy, for very little in the way of material
geopolitical gains

Central banks are unlikely to be able to carry
out the full extent of the tightening that they
have planned, and bond markets are starting
to reflect that through lower bond yields

Analysis

The BoE was forecasting that the economy would
shrink by up to 1% in the final quarter of the year,
implying that the NIESR forecast is not an
unrealistic scenario

Modern economies survive on energy. Stall the
supply of energy, and the economy stalls. This is
an important decision with major consequences

Any data that points to the Fed hiking rates more
aggressively will likely translate into more market
volatility and a deeper sell-off in risk markets.
This is a big red flag to emerging market FX

Highlights news vendors

CNBC - China’s consumer prices hit a six-month high as Covid prompts locals to stock up on food

ALL AFRICA - Museveni's Plan to Jail Rivals for Even Longer and How It Might Backfire
FT - Musk says he would reverse Trump’s Twitter ban, calling it ‘morally wrong’

SOUTH CHINA POST - Chinese media unveils details of US-inspired military logistics system
REUTERS - Ukraine to halt some Russian gas flows, claims battlefield gains
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https://www.cnbc.com/2022/05/11/chinas-consumer-prices-climb-as-covid-prompts-food-stockpiling.html
https://allafrica.com/stories/202205100515.html
https://www.ft.com/content/2bf4e8db-e35c-40fd-9fdc-bfff6745e90f
https://www.scmp.com/news/china/military/article/3177222/chinese-media-unveils-details-us-inspired-military-logistics?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/world/europe/ukraine-halt-some-russian-gas-flows-claims-battlefield-gains-2022-05-11/
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Local and regional talking points

e The Ukrainian/Russian conflict is providing Botswana with an unexpected
windfall. President Mokgweetsi Masisi said yesterday that his government had been
inundated with inquiries for the country to supply coal to Europe, with estimates of
demand out of the region topping a million tonnes per year.

e "We have received inquiries from Europe and so we want to (export)," Masisi
said in an interview with Reuters in Cape Town, where he was a key speaker at the
Mining Indaba conference. Lefoko Moagi, Minister of Mineral Resources, Green
Technology and Energy Securily, said in the same interview that Botswana could
meet that demand, while Masisi said it wanted to do so "as soon as possible."
"Typically what we've been getting is 50,000 tonnes a month is what they want to
get but we've also had others (inquiring about) long-term contracts, (we are) looking
at a million tonnes a year from individual countries (combined)," Moagi said.

e The fact of the matter is that Africa is going to become more strategically
significant to the world as Russian supplies are removed from the market.
Challenges as always will be the logistical part with much of Africa needing
additional infrastructure to allow for the extraction of these minerals.

Financial Market commentary

e While African bonds have been more resilient to the deterioration in global risk
appetite than emerging market bonds, given that investors often buy and hold
African bonds through to maturity due to thin liquidity in the secondary market,
African bonds are still vulnerable to the global risk-off conditions. This is reflected by
the year-to-date performance of the AFMI Bloomberg African Bond Index, which
has lost just over 5% in 2022. This compares to losses of more than 16% in
emerging market bonds.

e The vulnerabilities of African fixed income markets to the worsening global
conditions were highlighted in a report published by S&P on Tuesday. The global
rating agency said that declining global growth on the back of the Russia-Ukraine
conflict and a slowdown in China is weighing on the domestic debt-carrying
capacity of frontier markets in Africa. S&P added that sizable non-resident positions
in some local bond markets such as Egypt, Ghana, and South Africa, boost liquidity,
but often at the expense of increased sensitivity to current shifts in global monetary
policy.

e S&P noted in its report that many African sovereigns enter this challenging post-
pandemic period with high existing domestic debt stocks and large refinancing
requirements. Country’s with more fragile debt and macroeconomic fundamentals
are the most exposed to the deterioration in lending conditions amid the persistent
risk-off conditions and hawkish pivot from central banks across the world.

e Moving over to metals, Base metals continued to struggle yesterday as the
world priced for lower demand amid the COVID-19 induced lockdowns in China
and a more aggressive Fed which has the potential to curtail economic dynamism in
the US.

e This morning we have the price of copper and aluminium up in the Asian
session as short term specs bet on a softer inflation number which would filter
through to rate hike expectations. Analysts are expecting a sharp pull back in the
April reading of inflation, the expectation is that inflation cools to 0.2% in April from
1.2% in March month on month.

e Ahead of the inflation data later today, the USD remains consolidative. The
inflation figures will be key as they will offer insight into the conviction with which
the Fed will need to act to regain control of inflation. The global economy is slowing,
with some important jurisdictions forecasting recessions. The U.K. and the E.U. will
both experience tough conditions through H2, and it is against this backdrop and
the effects of rapidly tightening monetary policy that investors would do well to
reconsider their expectations for Fed tightening. The Fed may indeed struggle to
tighten monetary policy to the extent that they have indicated. Consolidative
behaviour remains the order of the day against the majors this morning, with no
material change to week-long ranges.
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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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