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BW Empty data card
- CH Trade balance Nov $69.84bn A $85.15bn
07:00 GE Industrial production wda y/y Oct -0.70% 2.60%
10:00 EZ GDP say/y 3QF 2.1% 2.1%
12:00 us MBA mortgage applications Dec 2 -0.80%
13:30 us Nonfarm Productivty 3QF 0.4% 0.3%
15:00 CA Canada central bank rate decision Dec 7 4.25% 3.75%
20:00 US Consumer credit Oct $28.25bn $24.98bn
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Highlights news vendors

BUSINESS LIVE - Political uncertainty hangs over burst of economic growth

FT — Hungary blocks €18bn worth of EU aid for Ukraine

REUTERS - G7 Russian oil price cap evolves from revenue squeeze to market anchor

SOUTH CHINA POST - Chinese yuan playing ‘complementary’ role in interbank settlement, but CIPS
won't rival Swift



https://www.businesslive.co.za/bd/economy/2022-12-06-political-uncertainty-hangs-over-burst-of-economic-growth/
https://www.ft.com/content/5ac5e2ec-c4b9-404c-b8e5-8b72f96c4568
https://www.reuters.com/business/energy/g7-russian-oil-price-cap-evolves-revenue-squeeze-market-anchor-2022-12-06/
https://www.scmp.com/business/article/3202333/chinese-yuan-playing-complementary-role-interbank-settlement-cips-wont-rival-swift-says-global?module=lead_hero_story&pgtype=homepage
https://www.scmp.com/business/article/3202333/chinese-yuan-playing-complementary-role-interbank-settlement-cips-wont-rival-swift-says-global?module=lead_hero_story&pgtype=homepage
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Local and regional talking points

e According to a budget planning document provided to MPs, the government intends to
spend 64.1 billion pula on various infrastructure projects over the next two financial years in
an effort to reduce its dependence on mineral revenues. The Transitional National
Development Plan will allocate 26.8 billion pula for new projects and 37.3 billion pula for
continuing programs between now and 2025. Most of the funds are earmarked for projects
in the areas of health and education, as well as the development of roads, water
infrastructure, land servicing and digital connectivity. According to estimates, upgrading and
implementing new infrastructure will result in economic growth of 4.1% in 2023, 4% in 2024,
and 4.9% in 2025. While Botswana holds a broadly balanced budget, it will be necessary to
borrow carefully to avoid crowding out private capital and higher debt interest payments.

e Statistics South Africa published Q3’s GDP figures, which saw the economy expand by
1.6% q/q compared with -0.7% q/q contraction in Q2, reflecting a level of recovery from the
spillover effects of the Russia war and supply-side disruptions such as the KZN floods. The
reading beat an expansion of 0.4% q/q expected by the market, according to a Bloomberg
survey. On a y/y basis, the economy grew by 4.1% compared to 0.2% in Q2. Eight industries,
particularly agriculture, forestry, and fishing sectors and exports, underpinned the growth,
likely due to favourable weather and global price conditions. However, headwinds remain,
such as the Transnet strikes that will probably filter through to Q4 numbers and the never-
ending power outages in the country. These factors may drag down domestic output, leading
to a less rosy Q4 GDP print.

Financial Market Commentary

e The USD has retained its ascendency and crept a little higher yesterday as the world
focuses increasingly on the global economy’s difficulties. Although some of the current data
in some jurisdictions, most notably the US, is holding up reasonably well, the outlook is
deteriorating. Expectations of a major Chinese Covid episode and the global slowdown are
raising concerns. It is a tough combination that will eventually force central banks to prioritise
growth differently. Through the transition, where the economic backdrop will become fluid,
the need for a safe haven may rise to keep the USD supported. However, the tide has turned,
and the USD’s overvaluation will weigh through the months ahead. The Fed’s stance will
soften, and bets in favour of the USD will remain subdued or even turn negative to favour
USD depreciation. These short-term developments need to be seen in context.

e Meanwhile, the USD-BWP weakened slightly yesterday, closing at 12.8953 but once again
lacking the impetus for a move through the 12.800 support to regain more lost ground.

e US Treasuries rallied yesterday, with flattening pressures seen across the curve as
receiving interest for swap spreads was high during the US session, pushing the curve
inversion even deeper. The 2v10 spread has now widened out to more than 80bp in favour
of the front end of the curve, while ultra-long tenors such as the 30yr have seen their yields
drop to lows not seen since September. Supporting the shift back into bonds yesterday was
the slide for equities and the plunge in oil prices, as global growth concerns were once again
brought to the fore. The fear remains that the Fed and other major central banks will hike
their way into recessions to contain the current high levels of inflation experienced.
Nevertheless, it is clear that bond markets the world over are flashing increasingly strong
warning signals about the outlook for economic growth.

e The outlook for 2023 remains highly uncertain, and investors are pricing in for a notable
slowdown in global demand as major economies enter into recessions. The oil markets
succumbed to this uncertainty yesterday as crude futures declined for their fourth straight
session, which pushed benchmark front-month Brent futures back below $80 per barrel for
the first time since January. WTI, meanwhile, has slipped back below $75 per barrel.
Timespreads are also widening further into contango, suggesting that near-term supply levels
are ample. Brent’s prompt timespread is currently near 60 cents per barrel in contango, a
significant change from the $4 per barrel in backwardation we saw just a month ago.

e However, it should be noted that the market remains exceptionally volatile, which could
only worsen into the final sessions of the year as liquidity levels drop, especially after this
week’s implementation of the EU’s restrictions. Our view remains that the outlook for oil over
the next few months is bearish, with mean reversion to continue until we get to levels closer
to fair value at between $65 and $75 per barrel.
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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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