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Market Watch

GMT Country Data event or release Period Market Exp Previous
- BW No Data
07:00 GE Industrial production wda y/y Nov 0.10% 0.00%
09:30 EZ Sentix investor confidence index Jan -17 -21
10:00 EZ Unemployment rate Nov 6.50% 6.50%
17:30 us Fed’s Bostic Takes Part in Moderated Discussion
20:00 us Consumer credit Nov $25bn $27.08bn
Factors Overnight What happened? Relevance Importance Analysis
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Dollar Declines

Tech Job Cuts

Factors on the
LELE]

US CPI

China Reopening

UK GDP

November's numbers.

Easing bets of further aggressive

Fed rate hikes have placed the
US dollar under pressure, with
the DXY Index now reversing last
week's gains

Twitter and Amazon have
recently announced massive
layoffs, while finance companies

such as Goldman have started to

follow suit with 3200 job cuts
announced overnight

What happened?

Focus this week will be on the
latest US CPI figures, with
investors looking to see if the
recent easing of price pressures
has continued

Some high-frequency alternative
data suggests that the most
recent wave of COVID infections
is past its worst and that activity
is picking up again

Monthly GDP data will be
released for the UK this week
and could signal the start of a
possible recession given the
downside risks to growth

A weaker dollar supports risk
assets and further declines
are expected over the coming
months

The US labour market may
still be robust but the signs
from major industries suggest
more are coming

LEVET

Global inflation and its impact
on monetary policy continue
to drive the markets

A recovery for China from this
latest wave would support
global demand and help ease
recession fears

Any signs of the economy
heading towards a recession
will pressure UK assets
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bets on Fed rate hikes tempered

The USD remains overvalued and ready for a
correction, with the needed catalyst a shift in
policy direction by the Fed. This is still to come,
so further USD weakness is expected

It remains to be seen if the US economy can re-
absorb those impacted by the recent job cuts.
The economy and market may be resilient for
now but the risk of recession is still high and
more job losses could be on the cards

Analysis

Expectations are that inflation eased further in
December when looking at both the headline and
core numbers, with risks now tilting to the
downside after Friday's wage data

Although not all the data is pointing to a recovery,
the early signs are there that China is moving
past the debacle that was its rush to reopen,
which led to a surge in new infections

The UK economy has been more resilient than
expected, but risks from the recent strikes are
rising and could tilt the economy into posting two
consecutive quarterly declines

Highlights news vendors

BUSINESS LIVE - SA bonds ready for resurrection after a year of horror

FT — Bola Tinubu: Nigeria’s kingmaker eyes chance to become king

REUTERS - Benin holds parliamentary election set to test democracy

SOUTH CHINA POST - Bolsonaro supporters storm seat of power in Brazil, in echo of January 6 US attack



https://www.businesslive.co.za/bd/companies/financial-services/2023-01-09-sa-bonds-ready-for-resurrection-after-a-year-of-horror/
https://www.ft.com/content/9f1d9cc0-7e01-4bcc-812c-96114381bd73
https://www.ft.com/content/9f1d9cc0-7e01-4bcc-812c-96114381bd73
https://www.reuters.com/world/africa/benin-holds-parliamentary-election-set-test-democracy-2023-01-08/
https://www.scmp.com/news/world/americas/article/3206047/bolsonaro-supporters-storm-brazil-congress-and-presidential-palace
https://www.scmp.com/news/asia/east-asia/article/3203922/north-korea-says-japan-will-soon-learn-shudder-its-military-build-wrong-and-dangerous?module=lead_hero_story&pgtype=homepage
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Local and regional talking points

e The week ahead will be another realtively quiet one in terms of economic data releases,
with the first major release scheduled for Friday, when the latest CPI numbers will be out.
Investors will be looking to see if the recent deceleration in infaltion persisted in December
after the headline rate slowed to 12.20% y/y in November after peaking at 14.60% y/y in
August.

e Increasingly, forecasts of a global recession or a rather difficult growth period in H1
2023 are doing the rounds. China’s abandonment of its zero-Covid policy has raised the
prevalence of Covid all over again, and geopolitical developments in Europe are ongoing. All
of this makes for an uncertain first half of the year, where central banks will need to
reconsider their one-dimensional focus on inflation alone and will need to consider the
broader implications of persisting with further aggressive tightening.

e Akey barometer for how central banks will respond and how financial markets, more
broadly, will adjust will be the performance of global equity markets, given increased
reports of companies looking to trim headcount and rationalise costs. Until now, US
authorities have described 2023 as the year of a soft landing for the US economy. However,
this narrative may come into question as economic growth stalls. For economies like
Botswana, the softer global growth outlook for the next six months could spell trouble for
commodity demand.

Financial Market Commentary

e The BWP-USD has dropped to 0.0771, according to Reuters data, despite the recent
weakness for the USD following Friday’s jobs report which saw the market trim its
expecations for Fed rate hikes. As the BWP-USD has broken below the 0.0772 support level,
it could lead to further losses into the new week with the level to watch then becoming the
support at 0.0764, seen though the middle of December.

e African bonds have lagged their emerging market counterparts in the first few trading
days of 2023 as markets trade cautiously amid the fragile macroeconomic and thin liquidity
conditions. For context, the Bloomberg African Bond Index has shed more than 1% since the
start of the year, while the Emerging Market Bond Index has risen by just under 0.9% over
the same period.

e Although African bonds are underperforming at the start of 2023, it is worth noting that
the losses in African bonds in 2022 were slightly more modest than those suffered by
emerging market bonds in 2022. Specifically, African bonds lost 13.61% in 2022, while EM
bonds closed the year 14.61% lower. Moreover, it is worth highlighting that African bonds
outperformed EM bonds in 2020 and 2021.

e  While African bonds have come under some considerable selling pressure at the start of
the new year, African bonds offer some of the highest yields in the world and remain an
attractive bet for investors, particularly those countries showing signs of fiscal prudence. Add
to this the expected pivot in global monetary policy this year as the global growth slowdown
gains momentum, and we should see a meaningful rebound in African bonds this year.
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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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