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Data event or release

Period Market Exp Previous

CPI potentially released May 9.6%
Caixin composite PMI May 422 A 37.2
Caixin services PMI May 41.4 A 36.2
Factors Overnight What happened? Relevance Importance Analysis
Over the weekend, Russia once . ]
eI CER G again struck Kylv as Putin again The war rages on a_nd shows Russu’_a continues to strugglg to ma_ke any
s . no signs of an imminent end. meaningful headway as Putin continues to lose
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325k anticipated, leaving the continue tightening as it has. There is no
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;Zzt:rrs ENLD What happened? Relevance Importance Analysis
Officials in PM Johnson's Torrie Uz aver Jahmeemis Financial markets will reflect some degree of
UK leadership party are anticipating a challenge Ly ove uncertainty and the GBP could remain under
: : leadership will induce some - .
battle to his leadership and have } (politics) some pressure ahead of the possible vote of no-
. . uncertainty )
pencilled in a vote on Wed confidence
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Highlights news vendors

CNBC - Left out of the Indo-Pacific deal, China pushes toward the world’s largest trade deal
ALL AFRICA - Indian Market Posts Strong Growth As Kenya's Tourism Recovers

FT - ECB to firm up plans to ward off bond market stress

SOUTH CHINA POST - Chinese debt traps in Africa? The big worry is bondholders: study

REUTERS - Russia strikes Kyiv again after weeks, Putin warns West on missile supplies

Morning note produced by ETM Analytics (Pty) Ltd Access Bank Botswana


https://www.cnbc.com/2022/06/06/left-out-of-the-indo-pacific-deal-china-pushes-toward-rcep-trade-deal.html
https://allafrica.com/stories/202206050107.html
https://www.ft.com/content/e14d4cba-10a4-49f5-a4f2-dd14b65f5dd2
https://www.scmp.com/news/china/diplomacy/article/3180478/chinese-debt-traps-africa-bigger-worry-bondholders-study-finds?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/business/aerospace-defense/russia-strikes-kyiv-again-after-weeks-putin-warns-west-missile-supplies-2022-06-06/
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Local and regional talking points

e This week will see the release of the May inflation reading. The market is eagerly
awaiting the data as it will give insight as to whether or not we have in fact peaked
in terms of inflation or can we expect higher levels in the coming months.

e The fact of the matter is that we have yet to see a meaningful pullback in any
commodity prices and logistical channels have been stretched even further given
the Chinese lockdowns over the period, and neither has the currency has not
strengthened against the dollar.

e This paints a picture where inflationary pressures are certainly skewed more to
the upside for now.

Financial Market commentary

e The movements in the rand will be watched closely over the coming days given
its influence on local markets. Given that backdrop we would like to draw readers
attention to developments in Botswana'’s eastern neighbour.

e Equity markets are back up this morning but finished last week on the back foot,
highlighting uncertainty while central banks continue to push hard in their fight
against inflation. But that will only go so far in taming inflation while oil prices are
back above $120.00pb.

e |t becomes tough to settle on a clear strategy to protect existing assets against
erosion and difficulties in such uncertain times. For local asset managers, the allure
of investing offshore is ever-present; however, invest where? This morning, Business
Day is running with a story that asset managers are concerned about a strong
outflow of funds due to the raised prudential limits announced by Fin Min
Godongwana in the Fed budget. Effectively the 10% that could be invested into
Africa can now be invested anywhere abroad.

e At face value, that sounds dangerous for a country like SA, which faces so many
challenges. Cynics would argue that this offers a wonderful opportunity to
externalise wealth and protect against the ravages of a poorly run economy.
However, investing abroad assumes that the opportunities available are at least
equal, if not better. Asset managers may enjoy having a larger pool of companies to
expose themselves to, but valuations abroad still need to be considered. Just
because one can invest abroad doesn't mean one should, and just because limits
have been raised does not guarantee that they will be used.

e This information has been in the public domain for months now, and the ZAR is
still trading at levels stronger than where it started the year. The big outflows have
not materialised, and for good reason. Massive quantities of Quantitative Easing
have distorted asset prices, and clear value is not easily discernible. The deviation
between the performance of equity markets and their underlying economies is
enormous and cannot be explained just by company diversification strategies.
Valuations are sky-high, and the fear of a major correction is palpable. How long
that takes to correct is open for debate. In the interim, investors in SA are not acting
as though they are fearful that such outflows will materialise any time soon, and if
the ETM ZAR Sentiment Indicator is anything to go by, there are fewer in the
professional FX market that are hedging now than was the case 6 months ago. If
anything, ZAR indicators allude to resilience, not weakness, so such articles need to
be considered in the correct context.
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bellwether of economic growth rose by as much as 5.3% intra-day on Comex to

O B N W b U O N 0 WO

Botswana Yield Curve

6m 3y 5y 20y 22y

e QW =M agO === 6m ago

Base metals - Copper L_Hand axis LME Index

11800
10800

R_Hand axis

6000
5500

/\u‘_\ N 2 5000
9800 N N A 4500
prenfA s g

VW N 4000

8800
3500
7800 3000
6800 2500
5300 2000
1500
4800 1000
P W W W W W W W WD WD W W W W
B W W W W W W W W W W W W)
NS &V @SS DV SV VS N
'\,"'\m"'\ w"'\'i"\ w"\ > w"'\w"’\'i”\m"”\'ﬁ\m”\w”\
DX S S S S S S S S S S S S
VIXIndex - Risk appetite measure
40 Highernumberimplies less marketrisk appetite
35
30
25
20
15
10
Lowernumberimplies better market risk appetite
0
S P Q@ P QP QSQQ Q@@
N D@ @S S @ B
m\'\w”\w"'\w"'\m“'\w”\m"'\w"'\w”\'ﬁ\'ﬁ\'ﬁ\'ﬁ\m"'\
O S S S S S S S U S S S

USD Index
110
105
100
95
90
85
80
> > > > > 2 > 2 > > > > 2 >
N % N N N N N N N N N N N N
\0“‘\ \/0"\ \0‘°\ \/o“\ \o‘b\ \,\Q‘*\ QQ\ \/\»"'\ x\Q\ W\Q\’\ w&\ ,‘/6’\ '»Qb‘\ '\,&\
{V Q) {V Q) {V Q) v Q) {V 3% {V {V {V 3%
D S S SR S SR S S SR S S S S
Oil R_Hand Axis - Gold L_Hand Axis
2100 140
2000 120
1900 100
80
1800
60
1700 40
1600 20
1500 0
W NN 2N 2N NS N PN NG PG PG NG NG Cg 2
N N N N2 N N N2 N N N AN N N4
P EEFF PSS G S
PSP S G G G Y g G g Y
19 [ e R Y e A Al e RS A A
Local stockmarket performance
7400
7200
7000
6800
6600
6400
6200
6000
9 ® D D D OO OO SO QO
Q Q Q Q Q Q Q Q Q Q Q Q Q Q
¢§A ¢§; ¢§& QéA Q§§ Nd* ¢§§ Q&A \iﬁ $§¢ ﬂéﬁ/JSA ng WSA
{V {) {) {V {V {) () {V ) 3% 3% 3% 3% {V
D IR SR R SIS SO S S

Morning note produced by ETM Analytics (Pty) Ltd on behalf of Acce

Bank Bot:




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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