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What happened?

It appears that the Democrats
have held the Senate with a
small majority as they reached
the 50/100 milestone and
gained from Kamala Harris’ vote

Chinese authorities have
instructed the banks to extend
more financial support to
property developers still battling
a liquidity crunch

The yield curve in Germany has
inverted, with the 2yr Schatz
yield rising above the 10yr bund
to signal the first warning that
Germany is headed into
recession

What happened?

Ahead of the G20 meeting on
Tue and Wed, Presidents Biden
and Xi Jinping are due to meet to
discuss geopolitical decisions

This week Thursday, Chancellor
Hunt will unveil the country’s
latest budget, and investors
should anticipate more austerity

The global economic outlook has
deteriorated from a month ago,
according to the IMF, citing
deterioration in the recent PMI
data following aggressive
monetary policy tightening

Relevance

Trump endorsements clearly
backfired and detracted from
the “big red wave” that was to
change policy

The aim is to try and shore up
the industry and avoid a larger
string of defaults from a
failing market

Germany’s economic
prospects will determine
those of the rest of the
eurozone

Relevance

Ukraine, Taiwan and North
Korea are all hot topics that
need to be tackled

Taxes will rise, and spending
will decline to further detract
from GDP

Last month, global growth for
2023 was revised down to
2.7% from 2.9% and will likely
be revised down yet again

Importance

3/5
(politics)

(economy,
market)

5/5
(economy,
market)

Importance

(geopolitics)

(politics,
fiscal
policy,

economy)

(economy)

Analysis

Although the Republicans will likely take back
the House, this is a disappointing result and
detracts from Trump retaking the presidency.
Increasingly De Santis is looking like the
stronger GOP candidate

Several developers have defaulted on debt
obligations in the past twelve months, fuelling
a downturn which would gain momentum if
there was no intervention to help companies
recover

Germany remains the bloc’s economic
powerhouse and a significant driver of
economic activity. If it slows or contracts the
rest of the eurozone will follow suit, and the
yield curve reflects this as likely

Analysis

Relations between the two countries are at a low
ebb on a host of issues, including how China has
dealt with Hong Kong, Taiwan and the Ukraine
conflict

This is deemed a more prudent approach and
not based on multiplier effect assumptions as
was the case in the Liz Truss government

Several country PMlIs have dropped into
contraction territory, central banks have not yet
finished tightening, and inflation continues to
remain stubbornly buoyant, all of which will
continue to affect GDP growth negatively

Highlights news vendors

BUSINESS LIVE - South Africa must move with speed to implement its climate plan

FT — China extends bank deadline for capping property sector loans
REUTERS - UK economy shrinks at start of feared long recession

SOUTH CHINA POST - Japan’s failure to produce mass market Covid vaccine highlights ‘medical research

shortcomings’



https://www.businesslive.co.za/bt/opinion/2022-11-13-isaah-mhlanga-south-africa-must-move-with-speed-to-implement-its-climate-plan/
https://www.ft.com/content/41ac1669-9f73-4e67-8a9a-3c3e8beb274a
https://www.reuters.com/world/uk/uk-economy-shrinks-by-02-q3-start-expected-long-recession-2022-11-11/
https://www.scmp.com/week-asia/health-environment/article/3199357/japans-failure-produce-mass-market-covid-vaccine-highlights-medical-research-shortcomings?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/week-asia/health-environment/article/3199357/japans-failure-produce-mass-market-covid-vaccine-highlights-medical-research-shortcomings?module=lead_hero_story&pgtype=homepage
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BUY SELL BUY SELL
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Local and regional talking points

e The President of Senegal, Macky Sall, who holds the African Union's rotating
Chairmanship, has said that the AU expects to officially join the Group of 20 nations this
month. The AU aims to use this opportunity to call on rich countries to honour their promises
to tackle climate change, including providing developing countries with $100bn in financing
each year, according to Sall. Sall added that "pledges haven't been fulfilled. There have been
some efforts, but they have been below our expectations. When the AU joins the G20, we will
be able to speak regularly to our partners." G20 nations are responsible for 80% of global
emissions, while Africa accounts for less than 4%.

Financial Market Commentary

e The Southern Africa FX basket has been a mixed bag against the USD on a month-to-date
basis, with the Zambian kwacha serving as the laggard. For context, the kwacha has recorded
losses against the USD while the South African rand and Botswana pula have chalked up gains.
The Mozambican metical, meanwhile, has been relatively unchanged. Zooming out on the
Southern Africa FX basket tracked by ETM, it is worth noting that the rand and pula are ranked
first and second, respectively, in terms of the best-performing African currencies in
November. Specifically, the ZAR has gained more than 6.5%, while the BWP has risen by 3.9%.
e It was a favourable end to the week for the BWP, breaking through the 38.2% Fibo
retracement level at 13.060/USD to bring the 100DMA at 12.9040/USD into the crosshairs. A
breach of which, will see the local currency probe the next key level, the 61.8% retracement
at 12.7470/USD. The USD, meanwhile, remains firmly on the defensive. It has not recovered,
and investors continue to position themselves for the Fed’s pivot.

e US Treasury futures are sliding this morning after Fed Governor Waller pushed back
against market optimism that the Fed would significantly slow its policy tightening after last
week’s CPI miss. Waller suggested that there is still a long way to go before the Fed will stop
raising rates, even though the central bank could ease its tightening and only hike by 50bp at
either the next meeting or the one after. The 2yr UST yield has thus risen back above 4.400%
this morning, while the benchmark 10yr is nearing 3.900%. This has filtered through into the
already open markets, with Aussie bonds, for instance, sliding and investors increasing their
rate hike bets.

e Bunds were also under pressure on Friday, with yields surging by around 15bp across the
curve as the market reversed its cutting of rate hike bets the day prior. ECB members also
remain exceedingly hawkish at the moment, jawboning the market into tightening monetary
conditions. ECB rate pricing has reached a peak of just over 3.00% by the end of July, matching
what was seen before the US CPI data release. Until we see these central bank speakers start
to turn decidedly less hawkish, the market will continue to be whipsawed, keeping volatility
levels high in other asset classes.

e Qil prices are edging higher as we kick the week off, with traders turning a bit more
optimistic over the Chinese demand outlook, while it is still expected that the market will
tighten into the end of the year. Last week China announced a new rescue package for its
struggling property sector, while several COVID regulations were eased, to the surprise of
many. This has prompted some optimism over a demand rebound for the world’s largest oil
importer, just at a time when market conditions are expected to tighten. Stricter sanctions
against Russian crude are coming, while OPEC+ members have cut production this month and
will implement relatively hefty cuts next month.

e The US continued to voice its support for a price cap on Russian crude over the weekend
through Treasury Secretary Yellen. The price cap will complement Europe’s sanctions and,
depending on Russia’s response, could have a notable impact on prices through the end of
the year. Russia could opt not to be subjected to such a measure, cut its production, and
cause a notable inflationary spike in many economies worldwide.
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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.



mailto:nkatem@accessbankplc.com
mailto:masalilap@accessbankplc.com
mailto:kebaetsek@accessbankplc.com
mailto:thembaa@accessbankplc.com
mailto:bogalet@accessbankplc.com
mailto:davidbat@accessbankplc.com
mailto:magashulan@accessbankplc.com
mailto:segwabek@accessbankplc.com
http://www.etmanalytics.com/

