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14:00 uUs Pending home sales y/y Jul -19,8%
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Ukraine warning

underestimating the persistence

of inflation

Ukrainian President Zelenskiy
has warned of possible brutal
attacks by Russia as they
celebrate 31 years since they
broke away from the Soviet
Union

aggressively to tame inflation

Ukraine’s Independence Day
also marks the 6m
anniversary of the Feb 24
invasion

(geopolitics)

offer some reprieve and limit the extent of the
inflation rise

Public gatherings have been banned, although
the government has laid out bombed and burnt-
out tanks and military vehicles in a show of
defiance to the Russian military
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Highlights news vendors

CNBC - Iran’s pivot to China and Russia means a nuclear deal would now look very different

BUSSINESS LIVE - Higher jobs rate gives solace, but hopes remain dashed
FT - US says Iran nuclear deal has made progress but warns ‘gaps’ remain

SOUTH CHINA POST - South Korean firms in Hong Kong want ‘free and open’ business climate, as Seoul
marks 30 vears of ties with China

REUTERS — U.S. to return $23 million looted by late dictator Abacha to Nigeria


https://www.cnbc.com/2022/08/24/jcpoa-2point0-will-be-different-from-predecessor-virginia-tech-professor.html
https://www.businesslive.co.za/bd/opinion/editorials/2022-08-24-editorial-higher-jobs-rate-gives-solace-but-hopes-remain-dashed/
https://www.ft.com/content/dc86fe2b-0e94-4976-a7d9-5d965159d025
https://www.scmp.com/economy/china-economy/article/3189966/south-korean-firms-hong-kong-want-free-and-open-business?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/economy/china-economy/article/3189966/south-korean-firms-hong-kong-want-free-and-open-business?module=lead_hero_story&pgtype=homepage
https://www.reuters.com/world/us-return-23-million-looted-by-late-dictator-abacha-nigeria-officials-2022-08-23/
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Local and regional talking points

e On the commodity front, industrial metals have staged a meaningful recovery over the
last few days due to low inventories and signs of improving demand in China. Iron ore and
steel prices bounced higher after China’s latest rate cut, which boosted the outlook for
China’s construction sector. The improved demand prospects ahead of peak season for
construction steel have also helped to support iron ore and steel. Inventories are low, and
any more disruptions at smelters that are facing soaring energy prices will support industrial
metals prices that would otherwise be under pressure from a stronger dollar. The main
suppliers of base metals within Africa, such as Zambia and the Congo, will likely continue to
benefit from high base metal prices.

e Going forward, we expect industrial metals to remain relatively buoyant. Although
industrial metal prices have pulled back from their recent peaks, they are still trading around
16% above their long-term average despite factors such as a high dollar and concerns about
a global economic slowdown weighing on them.

e InSouthern Africa today, the focus will be on inflation figures out of South Africa. Inflation
continued on its steep upward pathway in June, accelerating for the second month to reach
7.4% y/y. This was a 0.9% increase from the reading in May. High food and fuel prices and
ongoing supply chain problems were the main culprits driving headline inflation. Forecasts
compiled by Bloomberg show that inflation will edge higher for July, emboldening the case
for the SARB to remain hawkish in the coming months. However, moderating inflation
pressures due to a drop in global crude oil and still weak domestic demand could see inflation
surprise to the downside in the final quarter of the year.

Financial Market Commentary

e It has been a strong week for the USD that has continued to defy gravity, trading on
expectations of a further widening in monetary policies as the Fed prepares to hike, while
others face major growth headwinds. However, that appreciation trend halted yesterday
after a string of weaker-than-expected data weighed on sentiment and caused investors to
rethink their outlook. The more the data disappoints, the more investors will position for a
Fed that cannot continue hiking without significant consequences.

e In the case of the BWP, it was offered a lifeline yesterday, closing little changed at
12.8288/USD after initially positing a record low of 12.8701/USD. However, the BWP is
expected to remain under pressure in the short term amid sustained USD buying and
gyrations. The currency risks weakening towards the 13.00-handle in the coming sessions.

e Meanwhile, the sell-off in global bonds persisted on Tuesday. Core bond yields trended
higher yesterday as markets repriced for increased inflation risks as the global energy crisis
intensifies. While global growth concerns have intensified, inflation remains stubbornly high,
with the World Economy Weighted Inflation Index sitting at 9.74%, up more than 400bps
since the start of the year. Although we expect inflation pressures to ease next year as supply
chains normalize and base effects take hold, major central banks are expected to remain
aggressive in their fight against inflation, suggesting that the bearish bias across global bond
markets is expected to persist in the near term, unless we see a material shift in rhetoric from
the Fed on Friday.

e Brent crude front month oil prices have held just below $100/barrel overnight and is
notably up nearly $7 since August lows. The market had been under pressure from the
prospect of lower global demand and returning supply, ultimately moderating from peaks
towards $124/barrel reached in June, but seems to be stabilizing this week amid comments
from Saudi Arabian officials regarding the potential for supply cuts. This links to the need for
the OPEC member to maximize their selling price in order to maintain fiscal stability.
Therefore, the comments are well timed; particularly when considering that the average
fiscal breakeven rate for OPEC+ is around $90/barrel. This is roughly where oil is trading in
the 12-month generic contract that delivers around this time next year, providing some
incentive for forward-sellers.

e USDstrength and the potential for a US economic slowdown remain bearish factors when
looking ahead, but for now, prices are stabilizing given the added support of the API report.
It showed a draw of 5.63 million barrels last week, supporting the bulls. Looking at the shape
of the futures curve, and oil prices remain in a supply squeeze currently, but there is certainly
a lot of forward-selling at these levels, with the 12-month contract changing hands around
$9 lower than the front month price. If the market believes in the Saudi guidance, one could
expect this spread to narrow in the sessions ahead.
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nkatem@accessbankplc.com Mogamisi Nkate 2673674335
masalilap@accessbankplc.com Phillip Masalila 2673674621
kebaetsek@accessbankplc.com Kefentse Kebaetse 2673674336
thembaa@accessbankplc.com Amogelang Themba 2673674370
bogalet@accessbankplc.com Tshwanelo Bogale 2673674622
davidbat@accessbankplc.com Batanani Pearl  David 2673644382
magashulan@accessbankplc.com Ntebang Magashula 2673644382
segwabek@accessbankplc.com Keategile Segwabe 2673644382

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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