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BW Nothing on the cards
O/N us Fed’s Evans Discusses the Economic Outlook
06:00 GB CPly/y Apr 9.00% 7.00%
09:00 EZ CPly/y Apr F 7,5% 7,4%
11:00 us MBA mortgage applications May 13 2.00%
S

12:30 U Building permits Apr 1825k 1873k
Factors Overnight What happened? Relevance Importance Analysis

Japan's GDP shrank 1.0% q/q, vs

e R ] G & Given its global linkages, Japan's authorities have a problem on their
Japan GDP o . : Japan's economy is also a hands as they struggle to drive growth against
1.8%. Covid curbs and surging Lo - ) ;
; - - barometer for global demand (economy) a backdrop of high inflation and tightening
commodity prices have weighed . L .
conditions monetary policies by the major central banks
on overall performance
VES LR N SELLI SIS It remains an unresolved issue that will require
break the deadlock with the EU This remains a major source . } quir
- ) compromise from both sides to resolve. Britain
. on trade with Northern Ireland. of uncertainty and holds 3/5 .
Brexit news . . ) Lo . . will not want to back down much, however, or
However, it overrides parts of the  implications for relations (geopolitics) ] . .
. : o this could threaten the united kingdom and
Brexit deal and could inflame between the EU and Britain

tensions with the EU prompt succession

ECB official Klaas Knot indicated

that a 50bp increase in rates Even central banks with weak It speaks to the broader theme of monetary

EZ and UK bond growth environments are policy tightening and the global adjustment

yields WES (TIoi .Off dne ek, sinie e considering lifting interest (mon_etary higher in market interest rates. This will add to
S 2 NS SRl On SlenED rates ) existing recessionary forces
than expected wage growth data g vy
;z;zt:rrs I What happened? Relevance Importance Analysis
While Sweden a_nd Fm]angi wll Turkey argues that the two The support for these Nordic countries to join
today lodge their applications to . L RGN
. countries harbour individuals 5/5 NATO is significant, and many hope that
NATO - Nordics become members of NATO, . . " . . . i
linked to groups it deems (geopolitics)  constructive dialogue with Turkey will yield some
Turkey has threatened to veto . .
) ; terrorists success and lead to Turkey supporting the move
their membership
e e Pc_>w_el| ezt el Powell described restoring Powell again made the point that the Fed will not
Tuesday to lift interest rates as ’ I 3/5 . L .
. ’ ) price stability as an hesitate to act. There was limited response to his
Fedspeak high as needed to quell inflation - (monetary .
) unconditional need to restore ) comments because he revealed very little that
that threatens the foundation of L policy) . -
stability was new. Much had already been priced in
the economy
At the moment, Shanghai is
Covid free, and if it remains this It is important for global China occupies an important part of the global
China's Covid way, the authorities will open the  supply chains and economic (econom economy, and self-imposed lockdowns of this
city on the 1st of June and end growth that China re-opens for A Y, nature are not helpful to a global economy
the lockdown many have business as usual currently struggling with many headwinds

lamented

Highlights news vendors

CNBC - India isn’t the only one banning food exports. These countries are doing the same
ALL AFRICA - IMF Approves U.S.$456 Million Credit

FT - China diverts anti-poverty funds to Covid testing as crisis deepens
SOUTH CHINA POST - China faces zero-Covid lockdown brain drain with visa inquiry spike

REUTERS - Fears for Mariupol defenders after surrender to Russia
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https://www.cnbc.com/2022/05/18/countries-banning-food-exports-amid-rising-prices-inflation.html
https://allafrica.com/stories/202205170629.html
https://www.ft.com/content/a21aa7f0-860a-45ae-9cef-19b23b9f2292
https://www.scmp.com/news/china/politics/article/3178070/china-faces-zero-covid-lockdown-brain-drain-visa-inquiry-spike?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/world/europe/fears-mariupol-defenders-after-surrender-russia-2022-05-18/
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Local and regional talking points

e News on the wires is that the Botswana energy company Botswana Oil is
planning to construct a new coal-to-liquids plant in a bid to reduce its reliance on
imported fuel. The investment needed for the public-private partnership will be in
the region of $2.5bn and is expected to have a production capacity of 12 000
barrels of diesel and gasoline per day.

e Strategically the project makes perfect sense. Botswana is estimated to have
nearly 212 billion tonnes of coal reserves while it imports nearly 7.5 million barrels
of fuel per year to meet its needs.

e The main route for the daily requirement of around 21 000 barrels per day is
through South Africa and thus the country often faces fuel shortages as a result of
logistical issues in South Africa.

Financial Market commentary

e The USD corrected weaker yesterday in a move many would argue was long
overdue. However, so long as the Fed threatened to lift rates and do so
aggressively, the USD found the necessary support to power ahead, and a
correction looked unlikely. After all, monetary policy disparities will only widen in the
next two years, not narrow, or so the Fed would have us believe. The result has
been a USD that climbed to its highest level in two decades. A lot has been priced
in, and one could argue that the move is justified, especially now, when the UK and
Europe are facing one of their toughest periods, dealing with a combination of high
inflation, weak growth and major geopolitical risks.

e Whether this is the start of a big correction in the USD remains to be seen.
Investors have experienced mini USD corrections in recent weeks, only for the USD
to find fresh support and power ahead to fresh multi-decadal highs in the days that
followed. But there is a tremendous amount of Fed tightening baked into the price.
There cannot be much more left to price in. Any remaining appreciation may be
related to the USD's safe-haven status rather than the pricing in of more tightening.
e And the USD's safe-haven status will be important. Stock markets are looking
particularly vulnerable, and there are enough headwinds to ensure that earnings will
be tougher to come by. The resumption of a stock market slide in the trading
sessions ahead could drive the USD stronger. It is, therefore, difficult to turn too
excited about the recovery in the ZAR, especially ahead of tomorrow's all-important
SARB decision, where it will hike by at least 25bp, but maybe more.

e Given the Fed's aggressive stance and the ZAR's recent vulnerability, a 25bp
hike may disappoint, and the ZAR could come under renewed pressure. A 50bp
tightening is largely priced-in given the market consensus where 60% of
economists are calling for a larger rate hike. The risks are asymmetric and favour a
weaker ZAR, although so much will depend on the performance of the USD. Also of
interest today will be the release of the latest inflation data for April and the retail
sales for March. The former will be the main event, with the market anticipating
another 5.9% inflation reading. Anything softer than this may negatively impact the
ZAR if it strengthens the argument for a smaller rate hike. For context, core inflation
remains comfortably below the SARB's mid-point, and there are no demand-pull
inflationary pressures for the SARB to fight.

¢ Given this backdrop we expect the BWP to remain anchored around current
levels.
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bogalet@accessbankplc.com Tshwanelo Bogale
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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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