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What happened?

President Biden indicated
yesterday that he would forgive
$10,000 in student loans for
millions of former college
students saddled with debt

German exporters are facing an
intense price squeeze as they
are saddled with an extra €70bn
worth of costs due to soaring
producer and import prices

Qil prices are back above $101
pb on mounting fears of supply
tightness concerns amid Russian
supply disruptions, a partial
shutdown of a US refinery and an
OPEC cut in production

What happened?

China will focus on job creation
through the use of monetary,
fiscal and industrial policies to
stabilise the labour market

Core capital goods orders in the
US rose 0.4% in July while capital
goods shipments rose 0.7%. Only
pending home sales fell 1.0% in
July

This week, 25-27 Aug, global
central banks gather for the
annual Jackson Hole Symposium
held by the Kansas City Fed

The debt forgiveness rolls up
on to the government balance
sheet and sets a precedent

Germany’s healthy trade
surplus has reversed due to
high import costs and weak
demand

The OPEC output cut would be
a response to an Iranian
nuclear deal, while the US
refinery will come back on
stream

LEVET

The comments imply further
stimulation as youth
unemployment surges

The Capital goods shipments
implies there is resilience in
the economy but may be a
lagging indicator

Further monetary tightening
will be balanced against the
impact on GDP
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The timing of it is aimed at shoring up support
for the Democrats, but could inadvertantly fuel
further consumption spending at a time when
the Fed is trying to cool that down to fight
inflation

This will detract from the performance of the
EZ economy that is under severe pressure as a
result of the rise in energy prices, the
weakness of the EUR and weakening global
demand

Over time, the weakening global growth
backdrop would translate into softer demand
growth for oil, although we may need to wait
several more months for the full effects of the
central bank monetary tightening to take
effect.

Analysis

At a time when many countries are hiking rates
and tightening policy, China is looking to
stimulate to fight unemployment and stimulate
growth

Recession fears are said to have eased on the
data but it really is too soon to make a
judgement call ahead of the Jackson Hole
symposium this weekend where key guidance
will be given

Never before have so many central banks hiked
so aggressively simultaneously. Although united
against inflation, they risk doing too much

Highlights news vendors

CNBC - China to promote fiscal and monetary polices to support job stabilization, says minister
BUSSINESS LIVE - Signs are we’ve hit peak inflation

FT - Hedge funds build biggest bet against Italian debt since 2008
SOUTH CHINA POST - Australia to continue South China Sea patrols despite efforts to improve relations

with Beijing

REUTERS - S.Africa's COSATU leads union protests over high cost of living



https://www.cnbc.com/2022/08/25/china-to-promote-fiscal-and-monetary-polices-to-support-job-stabilization-says-minister-.html
https://www.businesslive.co.za/bd/opinion/editorials/2022-08-25-editorial-signs-are-weve-hit-peak-inflation/
https://www.ft.com/content/5cef309f-9daf-4337-bdc6-f6b2ef8ffe02
https://www.scmp.com/news/china/diplomacy/article/3190010/australia-continue-south-china-sea-patrols-despite-efforts?module=more_top_stories_asia&pgtype=homepage
https://www.scmp.com/news/china/diplomacy/article/3190010/australia-continue-south-china-sea-patrols-despite-efforts?module=more_top_stories_asia&pgtype=homepage
https://www.reuters.com/world/africa/safricas-cosatu-leads-union-protests-over-high-cost-living-2022-08-24/
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Local and regional talking points

e Today’s local economic calendar heats up with a much-anticipated monetary policy
review. The Bank of Botswana (BoB) will be under pressure to lift its newly introduced
Monetary Policy Rate (MoPR) rate due to high commodity prices resulting from the Russia —
Ukraine war, global supply bottlenecks and second-round effects of increases in local
administered prices. All of which remain a challenge to restoring price stability. Since May
last year, inflation has exceeded the upper limit of the central bank’s 3% to 6% target band,
with July’s CPI figure accelerating to a 14-year high. The hawkish posturing and the magnitude
of the BoB’s interest rate hike should be in favour of 50bps, with more tightening to come.
Nevertheless, the risk of a 75bps hike is not entirely off the table. In its June meeting, the
policy committee raised the MoPR rate by 50bps to 2.15%, taking its accumulative interest
rate hikes to 101bps, in line with its regional peers, Namibia and South Africa.

e The BoB’s policy tightening would follow similar steps taken by other developing-market
central banks to prevent a decline in their currencies that are wresting already-high inflation
whilst deterring capital outflows from their markets. That’s as investors hunt for higher yields
due to the US Federal Reserve and other developed-market central banks putting the brakes
on ultra-easy monetary policies.

Financial Market Commentary

e The USD-BWP fell slightly yesterday, closing at 12.8126, defying the pull of the US dollar
amid some positioning ahead of the local rate decision. Further policy tightening should help
stem the decline in the pula, the fourth-worst performing currency on the continent this
month, while also reducing short bets.

e This morning the USD appears to be coming under pressure, and it is difficult not to link
it to Biden's decision to forgive student loans and the upcoming Jackson Hole symposium.
The message from the Fed might be softened as economic headwinds blow harder, while the
former will impact negatively on the fiscus. There is a lot of tightening already priced into the
USD, arguably too much.

e Meanwhile, the bearish bias across core bond markets remained intact yesterday as
traders squared up positions ahead of the potentially pivotal Jack-son Hole Symposium
tomorrow, where the Fed is expected to reinforce its stance on fighting inflation. The 10yr
UST yield hit an eight-week high after climbing 6bps on the session, while the shorter-dated
2yr UST yield, which is widely used as a proxy for interest rate expectations, rose by 9bps to
a 10-week high. Bund yields continued to spike as concerns over the energy crisis continue to
add to inflation expectations. Since the start of the month, the 10yr Bund yield is up 55bps,
while the 2yr yield has legged 65bps higher.

e Heading into the European open, the bearish bias seems to have tempered with US
Treasuries relatively steady overnight. Market focus remains centred on the all-important
Jackson Hole Symposium tomorrow, where Fed Chair Powell is expected to provide some
forward guidance on the path of interest rates in the US.

e On the commodity front, oil prices are rising for the third straight session, climbing
towards $102 per barrel, the highest in three weeks, as signs of a tightening supply outlook
countered fears of a demand-sapping global economic slowdown. Saudi Arabia flagged
potential output cuts by OPEC+ earlier this week to deal with market volatility, while an OPEC
source told Reuters that any cuts are likely to coincide with a return of Iranian oil to the
market. Iran said it is reviewing a US response to the EU’s “final” text for the revival of the
2015 nuclear deal which could lead to a surge in oil exports from the Persian Gulf producer.
Tehran will reportedly seek to replace Russian oil in Europe, while Moscow approached
several Asian countries to explore long-term oil contracts at steep discounts.

e Elsewhere, a damage at a terminal may disrupt crude exports from Kazakhstan for
months. On the demand side, official data showed that the US exported a record amount of
crude and refined products last week.
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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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