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08:00 us Fed’s Williams Discuss Risk and Uncertainty
10:00 EC ECB's Elderson Speaks
12:00 us MBA Mortgage Applications 04-Nov -0.5%
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15:00 us Wholesale Inventories Sep F 0.8% 0.8%
16:00 Us Fed’s Barkin Discusses the Economic Outlook
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As we await the exit polls that

currently show Republicans A Republican win could mean 5/5 A more conservative government that does not

US Mid-Term making gains, investors are less support for Ukraine and _(economy, rely on spending to generate growth could ease

elections questioning tr;e implications for tighter fiscal policy to help the fiscal policy,  the pressure on the Fed to act, impact the USD
Fed politics) negatively and affect the war in Ukraine

foreign policy and the Fed

Highlights news vendors

BUSINESS LIVE - Godongwana: temporary procurement rules no threat to BEE

FT — ECB must raise rates beyond point of restricting growth, say officials

REUTERS - China's factory gate prices suffer first drop since Dec 2020 as COVID curbs take toll

SOUTH CHINA POST - Chinese freight carriers fear further price declines when new container ships take
to the seas next year



https://www.businesslive.co.za/bd/economy/2022-11-08-godongwana-temporary-procurement-rules-no-threat-to-bee/
https://www.ft.com/content/ac258fea-8c7c-48b1-b00b-117cc4d8dbfc
https://www.reuters.com/world/china/chinas-oct-producer-prices-fall-first-time-since-dec-2020-consumer-inflation-2022-11-09/
https://www.scmp.com/business/china-business/article/3198966/chinese-freight-carriers-fear-further-price-declines-when-new-container-ships-take-seas-next-year?module=live&pgtype=homepage
https://www.scmp.com/business/china-business/article/3198966/chinese-freight-carriers-fear-further-price-declines-when-new-container-ships-take-seas-next-year?module=live&pgtype=homepage
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Local and regional talking points

e While the ratings of African sovereigns by major credit rating agencies such as Fitch,
Moody’s and S&P have enabled African countries to raise over $300bn over the past couple
of decades, African issuers face a number of structural headwinds. Factors such as liquidity
constraints mean that investors demand an increased “liquidity premia” for holding African
bonds, which significantly raises the cost of raising funding for African countries. Therefore,
improving the liquidity within the African bond market would go a long way in lower debt
servicing costs across the continent.

e In a bid to lower debt servicing costs for African nations, the UN Economic Commission
for Africa has proposed a Liquidity Support Facility to reduce risk. Meanwhile, the African
Union has proposed an African rating agency to provide alternative ratings. As it stands,
several African sovereigns have effectively lost access to the international debt markets due
to their low credit ratings from the major agencies. We have recently seen the establishment
of the Sovereign Africa Ratings, assigning South Africa a BBB rating above that of the ratings
the big three agencies gave.

e While an agency like Sovereign Africa Ratings will have to establish credibility amongst
the international community, there is a need for an Africa-focused rating agency for investors
who concentrate on Africa and seek only relative risk assessment across African markets.
Should agencies like this gain more credibility against the backdrop of improved liquidity
conditions across the continent would help lower debt costs and potentially restore access
to capital markets for those countries that have lost access during the pandemic era.

Financial Market Commentary

e  FX markets were relatively calm yesterday amid a lack of global economic data releases
and anticipation of the outcome of the mid-term US elections. As for the USD-BWP, the pair
extended its slide lower for the third consecutive session, finishing below the 50DMA support
at 13.2364. Notably, the pair has now dipped below the 23.6% Fibo retracement level, which
could now see it target the 38.2% Fibo level at 13.060, a level last touched in mid-September.
However, early indications from the US mid-term elections show that the Republicans have
made back lost ground and could still take both the Senate and the House, which will hold
implications for the USD that has benefited from monetary policy disparities.

e US Treasury futures are little changed in early trade this morning, holding onto
yesterday's gains as the market awaits the first of the results from the US mid-term elections.
A strong auction yesterday for 3yr and 7yr notes provided some additional support as
expectations are that the Republicans will gain ground and hamper the Biden
Administration's spending plans. Tighter fiscal policy means less borrowing and less stimulus-
driven inflation, taking some pressure off the Fed to keep hiking rates which will ultimately
support the bond market. Meanwhile, core market bond curves across Europe flattened
yesterday as front-end rates were paid higher while longer-dated tenors saw yields compress.
This flattening speaks to growing economic growth risks spurred on by central bank
tightening and the looming energy crisis.

e  QOil market volatility continued yesterday, with the Brent front-month contract sliding by
more than 4% on the session as Chinese demand concerns were further entrenched, while
the API report out of the US showed a build in inventories last week. The contract is trading
just above $95 per barrel as a result, nursing yesterday's losses this morning. The API data
showed a build of more than 5mn barrels of crude last week, while gasoline and distillate
stockpiles also increased. If confirmed by today's official government data, pressure on
futures contracts could build as we head into the latter half of the week.

e Longer-term, the market outlook remains relatively bullish. The US has cut its oil
production estimates for next year to 12.31mn barrels per day, according to the EIA. This
suggests that a ramp-up of US shale production cannot be relied on through the coming
months to ease any supply concerns and bring down prices. With supply expected to remain
quite tight going forward, we will need to see some significant demand destruction in order
for prices to move back towards levels considered fair value.
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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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