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- BW Botswana to sell 7-day certificates
03:30 AU RBA rate decision Dec 6 3.10% A 2.85%
07:00 GE Factory orders y/y Oct -4.70% -10.80%
09:30 GB PMI construction Nov 52 53.2
13:30 Us Trade balance Oct $-79.1bn $-73.3bn
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Highlights news vendors

BUSINESS LIVE - Uptick in business activity likely to stave off recession

FT — Oil tanker jam forms off Turkey after start of Russian oil cap

REUTERS - Nigerian presidential hopeful Obi pledges to reform currency market
SOUTH CHINA POST - North Korea orders new artillery firings over South Korea’s drills



https://www.businesslive.co.za/bd/economy/2022-12-05-uptick-in-business-activity-likely-to-stave-off-recession/
https://www.ft.com/content/d08d8583-cf2a-43e6-b262-d8eab81c98c8
https://www.reuters.com/world/africa/nigerian-presidential-hopeful-obi-pledges-reform-currency-market-subsidies-2022-12-04/
https://www.scmp.com/news/asia/east-asia/article/3202205/north-korea-orders-new-artillery-firings-over-south-koreas-drills?module=lead_hero_story&pgtype=homepage
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Local and regional talking points

e On the mining front, Cobre Ltd reportedly discovered high-grade copper mineralisation
in drilling the Comet target at Ngami Copper Project in Botswana's Kalahari Copper Belt,
demonstrating the potential for economical grades of copper in the region. This is good news
for the mining sector and the broader economy. Meanwhile, shares of the mining company
jumped nearly 7% on the news.

e In the session ahead, Botswana plans to sell BWP4.5bn ($351mn) worth of 7-day
certificates, due on December 14.

e The main event in Southern Africa today is South Africa's Q3 GDP print. Market
expectations are for growth to have rebounded on a y/y basis after falling to just 0.2% in Q2.
On a g/q basis, consensus expectations are for growth of around 0.4%, suggesting that the
economy avoided entering a technical recession owing to the contraction of 0.7% in Q2. The
restoration of supply lines after the KZN floods and some strong external demand during Q3
will likely have driven the improvement in the economy's performance. We don't, however,
expect the reading to be all that market-moving, given how dated it is, and it will unlikely
have much of an influence on the current policy stance of the SARB. Notwithstanding the
expected rebound in Q3, the outlook for SA's economy is deteriorating amid the severe
power outages, rising interest rates, a looming global recession and SA's usual structural
impediments.

Financial Market Commentary

e Strong ISM US non-manufacturing data for October released yesterday reflected an
economy that still enjoyed great resilience. Not only did activity pick up, but so too did the
hiring component. The result was a more convicted bet on US interest rates. Expectations for
rate cuts in 2023 moderated significantly, and now there is only a risk of a rate cut priced
than a full rate cut or series of rate cuts. Instead, rate-cut bets were pushed out to 2024.

e USTreasuries tumbled yesterday following the data, which saw the market increase what
it sees as the terminal rate for this current Fed hiking cycle. Front-end yields were up by more
than 15bp at one point on the day, while the benchmark 10yr yield climbed 10bp. The rally
for yields drove a broad rotation away from risk assets, overshadowing the news from earlier
in the morning regarding China’s reopening. With the market now pricing in peak rates at
5.00%, there may be very little upside left. However, we can expect to see some volatility in
the market amid year-end and the current Fedspeaker blackout ahead of next week’s FOMC
meeting. A 50bp increase is still the base case for the December meeting.

e The USD responded constructively and appreciated on a trade-weighted basis. The USD
index is up and appears to be consolidating the gains now that the pivot no longer looks
guaranteed and that the outlook for rates is less dovish. More data is needed to be convinced
of a taper, but we will need to wait until Friday before more market-moving US data is
released in the form of consumer confidence and wholesale sales.

e As for the BWP, it kicked off the new week in a similar fashion as it ended the last. The
local currency continued to strengthen yesterday, closing at 12.8165 to the USD, with a break
through the key 12.8000/USD resistance to open the way to further gains. The next key level
to be on the lookout for is the 61.8% Fibo retracement level at 12.7471/USD, which extends
from August’s highs and October’s lows.

e Qil had another volatile Monday, with Brent crude rising to around $88.50 per barrel
during the European session, bolstered by China’s reopening and broad risk-on trade.
However, this reversed sharply in the US session, as surging UST yields and a bounce for the
USD quickly drove a rotation out of risk assets. Brent thus closed yesterday just below $82.70
per barrel, keeping the broader downward trend relatively intact still. Traders are still clearly
concerned over the demand outlook for 2023 as prices have not necessarily responded as
expected to the news out of China or the upcoming output cuts by OPEC+.

e Supporting the nearish outlook for demand for crude, Saudi Arabia has once again
lowered the price of its benchmark grade that it sells to Asia. Saudi Aramco cuts its key Arab
Light grade for January to $3.25 a barrel above the regional benchmark, a reduction of $2.20
per barrel. Kuwait, meanwhile, has said that its oil customers have expressed reluctance to
import oil next year. This all suggests that even though the market remains quite tight at the
moment, it will take a major supply shock to send crude prices to notably higher levels than
where they currently are.
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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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