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monetary policy

Highlights news vendors

BUSINESS LIVE - Economic activity shrinks for fourth month as power crisis bites deeper
FT - Fed fearful of doing ‘too little’ to stamp out soaring inflation

REUTERS - Egypt seeking to push forward critical IMF deal in Washington

SOUTH CHINA POST - China is working on ‘invisible’ missile launchers for ‘future combat’



https://www.businesslive.co.za/bd/economy/2022-10-12-economic-activity-shrinks-for-fourth-month-as-power-crisis-bites-deeper/
https://www.ft.com/content/fb80edad-f833-45ab-b945-2e9b6fbe400a
https://www.reuters.com/business/finance/egypt-seeking-push-forward-critical-imf-deal-washington-2022-10-12/
https://www.scmp.com/news/china/military/article/3195737/china-working-invisible-missile-launchers-future-combat?module=lead_hero_story&pgtype=homepage
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Local and regional talking points

e It is clear that the global economy is slowing, with Europe facing its own economic
troubles due to an energy crisis and the war in Ukraine. Over in the US, the effects of
aggressive Fed tightening are set to dampen the recovery momentum. In the case of
Botswana, economic growth, although robust, is also losing some momentum. The nation’s
budget is largely dependent on mining, particularly diamonds, as well as tourism, both of
which rely on the performance of the US and Europe.

e Botswana has run budget deficits for the past six years and has seen reserves further
ruined by COVID-19, so the global economic uncertainties could not come at a worse time.
The country’s ageing diamond mines and fluctuating revenue from the Southern African
Customs Union (SACU) is a concern. All of these point to a gradual decline in revenue over
the years, while expenditures, including inflation, public service wage increases, the
pandemic and other priorities, have been rising. If global conditions worsen, Botswana will
not be able to draw down on its reserves and will need to seek alternative ways to finance
the deficits.

e Between the 2013 and 2019 financial years, public debt as a percentage of GDP averaged
21.50%, but this is estimated to rise to 21.255% this year, according to Bloomberg forecasts,
before easing to 19.627% in 2023.

Financial Market Commentary

e African currencies have broadly weakened against the USD this year. When looking at
Bloomberg’s basket of 23 African currencies, 17 are in the red on a year-to-date basis. The
Botswana Pula is among them, down more than 12.5%. While idiosyncratic challenges have
contributed to this weakness, the dollar's strength has been a major driver. The USD, as
measured by the DXY index, has advanced by almost 17% YTD. The driving force behind the
strength has been the Federal Reserve’s persistent and aggressive monetary policy stance,
resulting in a divergence in monetary policy with other major economies.

e On the commodity front, oil prices declined for a third straight session yesterday, with
recession concerns exacerbated by hawkish Federal Reserve meeting minutes driving the
commodity lower. Brent has dropped below $92.50 per barrel as a result, sliding back below
some key technical levels that include the 50DMA at $93.8184. This keeps the door open for
prices to weaken further, with the $90 handle now looking to be the next major support level
to watch. Another factor pressuring prices at the moment is the build-up of inventories in the
US. API data out yesterday showed a massive 7mn barrel increase in stockpiles nationwide.
If confirmed by the official government data today, we could see oil back under pressure into
the final sessions of the week.

e In the fixed-income market, US Treasury futures are holding relatively steady this
morning after posting their largest one-day gain in more than a week yesterday, as
yesterday’s FOMC meeting minutes yielded no major surprises. Gilts, meanwhile, had
another volatile session with tenors at the front-end of the curve rallying hard, sending 2yr
yields down by more than 23bp on the session. Longer-dated tenors, however, continued to
weaken as traders priced in the end of the BoE support. The yield on the 20yr and 30yr tenors
surged back above 5.00% as a result, reaching this level for the first time since the BoE
announced its bond-buying program. Bunds, on the other hand, had a relatively more stable
session yesterday, erasing some earlier losses following comments from ECB member
Holzmann that a 100bp hike at the next meeting is not necessary.

e Forthe day ahead, focus will be squarely on the US CPI figures. As we have noted before,
the reading carries some notable two-way risk. However, given all that is currently priced in,
the market reaction to a softer print could be more intense than that for one matching or
even beating expectations. Nevertheless, no matter which side the reading comes out, the
reaction will likely lead to some volatility within the markets.

e Bond traders have been hesitant to buy at current levels after being burnt from previous
spikes in yields. However, a soft CPI reading may be the catalyst needed to reverse course
and lock in some very attractive yields.
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Botswana Yield Curve
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Access Bank Global Markets & Treasury Team

e-mail First Name Surname Direct Line

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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