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What happened?

Data has shown that even
without lockdowns, Beijing's
economy struggled in May with
retail sales in the city slumping
more than 25% y/y

Minutes from the RBA meeting
and a speech by Governor Lowe
suggest that a 25-to-50bp hike is
coming at the next meeting, as
the RBA won't follow the Fed

Goldman Sachs has warned that
the risk of a US recession has
grown significantly and is now
more front-loaded, but it may
ultimately be a shallow one

What happened?

Global PMls for June will be
released later this week,
potentially providing more signs
that major economies are
coming under some pressure

Corporate distress in Europe is at

two-year highs amid surging
inflation and expectations for
higher borrowing costs and
tighter monetary conditions
Disruptions in major ports are
still leaving a major shortage of
shipping containers with Asian
exporters likely to be the most
affected

Data event or release
Botswana to sell BWP3.8bn of 7-Day Certificates
BOE's Huw Pill speaks
BOE's Tenreyro speaks
Chicago Fed activity index
Existing home sales
Fed’s Mester Speaks at Women in Leadership Event

Relevance

Weak provincial data suggests
that China's growth outlook
for Q2 is looking very weak at
the moment

Bets for a 75bp hike at the
July MPC meeting have
already been reduced to
almost zero

Concerns over an upcoming
recession will keep market
volatility levels high as the
Fed hikes

Relevance

Any signs that economies are
slowing will keep risk assets
under pressure

The cost of borrowing for
highly leveraged companies
will surge and create financial
stability risks

Higher shipping costs and
longer lead times are here to
stay, a downside risk for
global growth

Importance

(economics)

(monetary
policy)

3/5
(economics)

Importance

(economics)

(corporate
credit
markets)
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(inflation/
global trade)
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Analysis

The data shows that even without lockdowns,
the fear of COVID in Cina has severely
hampered economic activity and will make
achieving this year's growth target very difficult

The next round of Australian CPI data will only
come after the July meeting, but if it comes
higher than the RBA expects, a larger hike may
then be on the cards for the August meeting

Red hot wage growth and high inflation
expectations appear less entrenched than
before previous harsh recessions, but the
fiscal and monetary support available this time
is more limited

Analysis

Continued supply disruptions, high inputs costs,
and weakening demand are all factors that can
be highlighted in the PMls and point to weaker

growth dynamics ahead

Years of loose monetary policy created
significant malinvestment as the cost of capital
was so low. Now, the impact of that is going to be
felt as companies will no longer be able to
service their debt

As China reopens and tries to make up for
unfulfilled orders, demand for limited containers
will spike, leading to higher costs which will keep
elevated global inflation entrenched

Highlights news vendors

CNBC - Dow futures surge more than 400 points as the market is set to rebound from a brutal week

ALL AFRICA - War in Ukraine Triggers New International Non-Alignment Trend

FT - EU warns against fossil fuel ‘backsliding’ as coal replaces Russian gas
SOUTH CHINA POST - EU companies in China pay the price for Brussels stance on Xinjiang

REUTERS - Zelenskiy defiant as Russia intensifies attacks in east, seizes territory
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https://www.cnbc.com/2022/06/20/stock-market-news-futures-open-to-close.html
https://allafrica.com/stories/202206210003.html
https://www.ft.com/content/a8b179e2-b565-42b6-bb41-90aea44536e1
https://www.scmp.com/news/china/diplomacy/article/3182457/eu-companies-china-pay-price-brussels-stance-xinjiang?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/world/middle-east/ukraine-president-expects-russia-attacks-intensify-with-eu-summit-this-week-2022-06-20/
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Local and regional talking points

e |t would never have been a meeting without controversy. The meeting around
conflict diamonds which started in Botswana this week has had the world watching
given Russia’s participation, and Reuters reported that the Kimberley Process Civil
Society Coalition on Monday sharply criticised the global diamond watchdog for
resisting efforts to discuss Russia’s invasion of Ukraine.

e The news vendor reported - A rift has emerged within the Kimberley Process
(KP) — a coalition of governments, the diamond industry and the umbrella coalition
representing civil society — created to prevent the use of gems to fund conflict, over
top producer Russia’s invasion of Ukraine. “Indeed, the silence of the KP over the
Ukraine crisis confirms that we are right to challenge the claim that conflict
diamonds represent less than 1% of all diamonds in circulation,” said Michel
Yoboué, coordinator of the Kimberley Process Civil Society Coalition. In the run-up
to this week’s meeting, Ukraine, the European Union, Australia, Britain, Canada, the
United States and civil society groups were pushing to place Russia on the agenda,
as well as to broaden the KP’s definition of conflict diamonds to include state actors
using the stones to fund acts of aggression

Financial Market commentary

e US Treasuries have resumed their declines this morning after yesterday's US
holiday as the focus remains on the Fed's monetary policy. Ten-year yields have
jumped 5bp this morning to trade over 3.28%, taking their cue from a slide in
European bond markets yesterday while US officials have tried to calm any fears
over an impending recession.

e The market remains caught between rising rates and higher inflation and
concerns that the US and other major economies are heading for a significant
slowdown. This has seen volatility become more entrenched, with the MOVE Index
holding at its highest levels since the start of March. The index is typically a good
indicator of where yields might be heading, with current levels suggesting that 10
US yields could make their way towards 3.50% in the near term.

e Looking at metals, gold is presently anchored around the $1840.00/0z mark as
we enter the start of the EU session with the focus squarely on the movements in
the dollar and by extension US Treasuries for short-term direction. These two
factors will take their direction from the hoard of Central Bank speakers this week
and we will get to see the rationale behind their actions of late.

e We don't think that there will be any major surprises with inflation the major
heartburn for the central banking community. For now, gold is expected to sit tight
and await further instruction so to speak.

e Qil has rebounded this morning, rising back above the $115 per barrel mark,
when looking at the front-month Brent contract, following lost week’s losses. The
demand outlook is being bolstered by China’s reopening and strong demand
expectations out of the US, with officials trying to ease recession fears. US President
Biden also noted yesterday that he is considering suspending the federal gasoline
tax, which could bolster fuel demand during the US holiday season.

e The USD has edged lower this morning as markets remain focused on posturing
from major central banks on the path of monetary policy. An improvement in risk
sentiment this morning has added to the headwinds for the USD. The strong
rebound in the risk-on impulse and the broad-based USD weakness is providing a
boost to high beta emerging market currencies this morning. The South African
rand and the Polish zloty are leading the charge ahead of the European session.
G10 currencies are being led higher by the Canadian dollar and the British pound.
With US markets returning to trade today, liquidity conditions are expected to
improve. Volatility is also likely to increase as traders position themselves ahead of
all the central bank speak this week.

e Locals are reminded of the 7-Day bill auction today.

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



Botswana Yield Curve USD Index

O B N W A U O N 0 WO

110
105
100
) M
90
85
80
K3 % NS D
6m 3y sy 20y 22y SV o,\” QQ,\W i & c5\” @\” Q\’L Q\W & W\” o,\°> v\“’ &
o o o o o o o T o oF
——Now ===Ilmago =—=6mago w@@wmwww@'@m'@@w
Base metals - Copper L_Hand axis LME Index
R Hand axis Oil R_Hand Axis - Gold L_Hand Axis
11800 6000 2100 140
10800 5500 2000 120
A . a 5000 100
9800 N AL~ 4500 1900
b . Sasehe s
v 4000 80
8800 1800
3500
7800 60
3000 1700
6800 2500 40
2000 1600 20
5800
1500 1500 0
4800 1000 S I T R - T T N T T I
v%@«%q AR ATIR S S 4 M N L © O O © © 9 &84 A +€# o o o © o ©°
x\°»\»\°»\°»\°»\ N\\N\”m@@\"w\ \°¢\°¢\° I 9 99 999993333 37
ST A NN S 8 8 8 8 8 8 3 & 8 88 8 8 ©
2 '\/ '1/ '7/ D > N & & & & & & & & f 8§ & & &«
VIXIndex - Risk appetite measure
40 Highernumberimplies less market risk appetite Local stockmarket performance
35 7400
30 7200
25
7000
20
15 6800
10 6600
Lower numberimplies better market risk appetite 6400
0
VAR R VAR R AR R AR R R A (° o° 6200
SRR ARt \””\ Ry \°°’\ SaltSe O P ® o
D D D D D D PP P D VAR VA AR VAR AR G R G R CERGEL
NI U R A <V N NV @@ S N Y Y N P @
mmwwmwwmmxwmmm NSRS F @ W W W SRR AN
P b w“’ Pt '»\' m“’ w"” gﬁ” P g ¥
AN DD D DS S

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



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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