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Highlights news vendors

BUSINESS LIVE - Godongwana promises Eskom debt relief details in the medium-term budget

FT - Brussels to propose temporary gas price ceiling to curb extreme price

REUTERS - Georgieva to meet with Egypt, Tunisia, confident of IMF 'backing them up'

SOUTH CHINA POST - Asean nations back UN vote over Russia’s Ukraine annexation, given ‘diminishing
cost’ of going against Moscow



https://www.businesslive.co.za/bd/economy/2022-10-17-godongwana-promises-eskom-debt-relief-details-in-medium-term-budget/
https://www.ft.com/content/2e045710-9a77-4b23-8c2e-ed40d56f10e0
https://www.reuters.com/world/georgieva-says-confident-that-imf-will-back-up-egypt-tunisia-2022-10-15/
https://www.scmp.com/news/asia/east-asia/article/3195936/anti-us-military-base-sentiment-japans-okinawa-dips-amid-china?module=live&pgtype=homepage
https://www.scmp.com/week-asia/politics/article/3196162/most-asean-nations-back-un-vote-over-russias-ukraine-annexation?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/week-asia/politics/article/3196162/most-asean-nations-back-un-vote-over-russias-ukraine-annexation?module=lead_hero_story&pgtype=homepage
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Local and regional talking points

e  While fiscal risks in Botswana remain modest in comparison to its African peers,
Botswanan bonds have not been spared from the broad-based sell-off this year. Although still
moderate compared to its African peers, fiscal pressures in Botswana have intensified since
the start of the Covid-era.

e Yields across the Botswanan bond curve have traded higher this year, primarily driven by
the tightening in monetary policy domestically and abroad due to surging inflation. While
data released on Friday showed that inflation slowed in September, inflation remains robust.
For context, headline inflation decelerated to 13.8% y/y in September from a multi-year high
of 14.6% y/y in August.

e Food prices remained elevated in September, increasing from 13.3% y/y in August to
14.8% y/y. The primary factor that contributed to the lower inflation reading was transport,
as global oil prices eased in September. While the Bank of Botswana (BoB) expects inflation
to fall back within its target range of 3% - 6% by the end of the year, risks to the inflation
outlook remain acute against the background of prolonged supply chain disruptions and high
energy prices and other input costs. These risks, the central bank maintains, are moderated
by the possibility of weak domestic and global economic activity and restrained commodity
prices.

e With the Bank of Botswana and major central banks such as the Federal Reserve expected
to remain hawkish in the months ahead, we expect the broader bearish bias in Botswanan
bonds to persist in the final weeks of 2022.

Financial Market Commentary

e After initially showing signs of selling off on Friday, the USD recovered to remain well
within its recent trading range. Meanwhile, the BWP regained its footing after breaking
through the 13.3830/USD mark to close out the week on a firmer footing. Still, the local
currency continues to trade at record lows, and the moderation in inflation figures would
have only marginally supported the BWP. The new week could see the BWP continue Friday’s
momentum and target the 13.1200/USD region, a high reported earlier this month.
Technically, the USD-BWP stochastics are on the verge of a crossover sell signal.

e  UST futures are marginally bid this morning as the Gilt market stabilises as traders see
the potential that more of UK PM Truss'’s tax cut pledges will be reversed. However, US yields
are still elevated, with the 2yr trading just shy of 4.500% following more hawkish commentary
from Fed officials that rates are still to be hiked quite aggressively. Over the weekend, key
Fedspeaker Bullard suggested that the Fed could hike by 75bp at the next two meetings, while
keeping the door open for an even larger cut at the next FOMC meeting.

e With the front end of the UST curve trading near the terminal rate of 4.500%, it seems as
if the market may be at its peak in terms of hawkishness. There may still be some room for
minor upside for yields over the next few weeks, but at such attractive levels, traders will be
looking to lock in rates now ahead of what could be a sharp rally for fixed income through
next year. For the week ahead, there is very little in terms of market moving data out of the
States, leaving focus on Fed speak and what is happening in the UK markets.

e Qil prices are edging higher this morning in thin Asian trade following a weekly loss, with
the USD ticking lower to provide some support to the market. The front-month Brent contract
has risen to just over $92 while WTI trades near $86.15 per barrel. There is not much driving
the bid tone this morning other than a slightly weaker USD, suggesting that we may not see
much in the way of bullish momentum for now. The risks of a global economic slowdown are
still building and weighing over the oil market, with China over the weekend signalling that
there will be no let-up to their COVID-zero policies. US Fed officials, meanwhile, have
continued to talk up more rate hikes, keeping the USD generally strong and weighing on the
world’s commodity markets.

e Therefore, volatility within the market is expected to persist over the coming weeks.
OPEC+ members this weekend also signalled that the decision to cut output at the last
meeting was unanimous, and Saudi Arabia coerced no one into agreeing, despite what was
said by US officials. The rift between the US and Saudi Arabia, therefore, is likely to deepen
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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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