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While the US economic
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Highlights news vendors

BUSINESS LIVE - Treasury seeks $1bn World Bank loan to take advantage of lower rates
FT — War in Tigray may have killed 600,000 people, peace mediator says

REUTERS - Zimbabwe police arrest 25 opposition members ahead of presidential election

SOUTH CHINA POST - Egypt hands out life jail terms in trial over 2019 protests



https://www.businesslive.co.za/bd/economy/2023-01-16-treasury-seeks-dollar1bn-world-bank-loan-to-take-advantage-of-lower-rates/
https://www.ft.com/content/2f385e95-0899-403a-9e3b-ed8c24adf4e7
https://www.ft.com/content/2f385e95-0899-403a-9e3b-ed8c24adf4e7
https://www.reuters.com/world/africa/zimbabwe-police-arrest-25-opposition-members-ahead-presidential-election-2023-01-14/
https://www.scmp.com/news/world/middle-east/article/3206916/egypt-hands-out-life-prison-sentences-trial-over-2019-protests
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 hot topic of last week was inflation as there were two key regional CPI releases on
Friday. Consumer prices rose to 12.4% y/y in December in Botswana from 12.2% in
November. The main contributors to the annual inflation rate were Transport, Food & Non-
Alcoholic Beverages, Housing, Water, Electricity, Gas & Other Fuels and Miscellaneous
Goods & Services. Meanwhile, inflation in Angola slowed to 13.86% y/y in December from
15.24% in November.

e Despite inflation being marginally higher in Botswana in December, the broader trend
remains one disinflation. This is as a result of a stronger BWP and the pullback in oil prices
through the final months of 2022. In the last six months, we have seen the price of brent
crude fall by around 15%. Our expectation is that due to the slowdown in economic growth,
oil prices could top out at lower levels than many are currently forecasting, and therefore
we could see prices declining sharply towards the back-end of the year.

e Lower oil prices will help to reduce input costs and therefore help inflation to start
easing in many African countries. It is likely that we are not going to see inflation come
down as quickly in net importing countries, however lower global inflation will eventually
start to be reflected in these countries as well. The weaker USD is also expected to result in
investors rotating towards risker assets and therefore, some African currencies should
rebound, which will also help to reduce inflation.

Financial Market Commentary

e The BWP-USD closed Friday slightly lower at 0.0789. We still, however, see the pair
maintaining its move towards the 0.08000 level in the coming sessions, with dollar weakness
expected to be the main driver for gains the local unit.

e In the global fx market, all the majors are making back big ground against the USD, but
by far, the most impressive has come against the JPY, which has surged stronger over the
past three trading sessions. On a trade-weighted basis, the USD has slumped to a seven-
month low, and the main catalyst for the latest slide are bets that the BoJ may make further
tweaks to its yield curve control policy or abandon it altogether, which may see yields rise.
The rise in yields has traders unwinding carry trades, which has translated into a rotation
away from the USD. Given the USD’s massive overvaluation position, it would always be
vulnerable to a correction, and that is exactly how it is playing out at the moment. Therefore,
Wednesday’s BoJ meeting will be key and could generate significant volatility, which could
have an enormous influence on G10 currencies more broadly.

e For now, the USD remains on the defensive, with the EUR-USD consolidating gains above
1.0850, and the GBP-USD scaling 1.2260. Finally, the JPY has performed the most impressively,
surging back below 128.00/dIr to trade at 127.60 at the time of writing, with potentially more
to come.

e Looking at metals, Gold prices climbed to a near a nine-month high this morning, as a
softer dollar and expectations of slower interest rate hikes from the Fed have added to
bullions shine. Spot gold is trading around $1921.85/0z at the time of writing, the next key
resistance level we could see the yellow metal heading towards is $1950/0z which was last
reached in May.

e A survey on Friday showed that US consumers are becoming more confident that price
pressures will ease considerably over the next 12 months. Their one-year inflation
expectation fell to the lowest level in January since the sprig of 2021.

e 3m LME copper paused its rally on Friday but was still set to end the week with a 7% gain
thanks to the weaker dollar and hopes that China’s dismantling of Covid-19 restrictions will
lift demand. Other industrial metals were also on course for hefty weekly gains, with
aluminium, zinc and tin up by between 10% and 14% from last Friday. The near-term outlook
for demand still remains lackluster, with stocks of copper, aluminium, zinc and lead in
Shanghai Futures Exchange warehouses rising sharply in the last week.
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Access Bank Global Markets & Treasury Team

e-mail First Name Surname Direct Line
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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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