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ECB Policymaker Pablo

Hernandez de Cos indicated that

ECB speak the ECB would likely end its

stimulus programme in July and

raise rates very soon after that

Highlights news vendors

Spain's central bank governor The ECB has lagged global peers because of the
called on colleagues to make war in Ukraine that has induced recessionary
the first move in a bid to conditions into an already weak economic
control inflation backdrop that will require some sensitivity

(monetary
policy)

CNBC - China’s economic data disappoint in April as Covid controls weigh

ALL AFRICA - India Says Open to Exporting Wheat to Poor Nations Despite Ban

FT - China’s economic activity plummets as Covid lockdowns hit growth

SOUTH CHINA POST - Shanghai heads towards June 1 end of lockdown as Covid-19 cases dip
REUTERS - Ukraine counter-attacks Russian forces in the east
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https://www.cnbc.com/2022/05/16/china-economy-covid-lockdowns-weigh-on-retail-industrial-production-data.html
https://allafrica.com/stories/202205150131.html
https://www.ft.com/content/41f80bad-0eca-445a-a7fb-922262611311
https://www.scmp.com/business/article/3177877/shanghai-lockdown-city-counts-down-towards-june-1-end-controls-daily-covid?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/world/europe/ukraine-counter-attacks-russian-forces-east-2022-05-16/
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Local and regional talking points

e The Friday session was all about inflation with Statistics Botswana reporting the
April reading while the Central Bank revised its inflation forecasts.

e The April CPI reading came in at 9.6% year on year which was a decline on the
March reading which posted 10%. We would however like to point out that the
month on month increase was substantial up 3% in April versus 0.3% in March. The
usual suspects were at play here with the Transport Group category rising by 5.7%
month on month, the category includes fuel prices which were adjusted higher on
the 29™ March 2022

e Against this backdrop it was not surprising to see the Bank of Botswana pushing
its inflation forecast for 2022 higher. The bank now expects inflation to average 8%
this year from an initial forecast of 7.2%.

e “Compared to the February 2022 forecast, inflation is projected to be higher in
the short to medium term, reflecting the recent increase in domestic fuel prices, the
upward revision in forecasts for trading partner countries' inflation and international
commodity prices, as well as a higher rate of depreciation of the pula against the
South African rand than previously projected,” the BoB said in its April update.

Financial Market commentary

¢ Given the Bank of Botswana's reference to the rand, we would like to draw the
reader’s attention to developments in Botswana'’s eastern neighbour.

e There is a lot for investors to consider at the start of the week. The ZAR starts it
on the defensive, with a topside breakthrough of 16.2850 likely to result in a
substantially bigger move. The main event will be the SARB's decision on interest
rates. Another hike is inevitable, but whether that comes with a 25bp or a 50bp
hike is debatable. The SARB has moved pre-emptively and front-run the Fed to ease
some pressure to respond forcefully, especially as inflation remains within the 3-6%
target band. The SARB, therefore, enjoys some flexibility with which to respond.

¢ What makes matters a little trickier has been the recent behaviour of the ZAR.
While one could argue that the depreciation has come alongside other emerging
market currencies, that may not be enough to dissuade the SARB from taking more
pre-emptive action to ensure that it is not singled out as a currency that is
vulnerable to speculation. At the same time, the SARB will be mindful of the weak
state of the SA economy. It is a difficult balancing act but will be scrutinised this
week and holds implications for the performance of the ZAR.

¢ On that front, it has been encouraging to see Finance Minister Godongwana
again extolling the virtues of private sector inclusion in the economy. He is actively
encouraging investment by the private sector in different industries to bolster fixed
capital formation and ease the pressure on the government to do all of the heavy
lifting. It is long overdue and arguably comes too late, but it is the only real option to
resurrect SA's infrastructural backbone on which everything operates.

e Had it not been for these structural deficiencies and the economy had the
potential to grow even faster, the SARB might've already moved to hike interest
rates more aggressively as other central banks have done around the world. So the
SARB's guidance this week will be key to understanding its expectations and
perspectives. It could also play a determining role in the broader direction of the
ZAR.

e On the energy front, some weak data out of China has seen oil tumble at the
start of the new week, ending the commaodity’s run of four straight gains. China’s
industrial output and consumer spending levels slumped in April on account of the
strict lockdown measures put in place, while oil demand and crude processing
across the country dropped sharply. This data has seen the front-month Brent
contract slide back below the $110 per barrel level after closing last week at over
$111.50. Continued concerns over the health of China’s economy should keep oil
relatively contained, for now, preventing the bulls from breaching the $115 per
barrel resistance level over the near term.
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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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