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What happened?

President Biden and House
Speaker McCarthy will meet on
Wednesday for talks concerning
the ongoing standoff over the
federal debt ceiling and
prospects of a US default

This week, the Fed, ECB, and

White House's views, they do
reflect concern at the highest
level over potential conflict

LEEEN

Should it persist, the standoff
holds the potential to rattle
markets and unsettle an
already-shaky global economy

As the end of the cycle nears,

(geopolitics)

Importance

(fiscal policy)

standoff over the island's sovereignty will likely
continue indefinitely and could become a more
significant concern in the markets

Analysis

Congress will likely reach a deal to avert a debt
default, but the negotiations could go down to
the wire, contributing to market volatility at a
time when recessionary risks are already
weighing on sentiment
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Highlights news vendors

BUSINESS LIVE - SA’s funding partners want to see rapid action on just transition
FT — Nigeria delays switching from old banknotes to new

REUTERS - Tunisians elect weakened parliament on 11% turnout

SOUTH CHINA POST - Israel behind drone strike on Iran military facility, US official says



https://www.businesslive.co.za/bd/national/2023-01-30-sas-funding-partners-want-to-see-rapid-action-on-just-transition/
https://www.ft.com/content/6fd18cc3-7dfc-414b-9a21-6a457c0479cf
https://www.ft.com/content/6fd18cc3-7dfc-414b-9a21-6a457c0479cf
https://www.reuters.com/world/middle-east/polls-open-tunisian-election-with-turnout-under-scrutiny-2023-01-29/
https://www.scmp.com/news/world/middle-east/article/3208402/israel-behind-drone-strike-iran-military-facility-us-official-says
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 Despite the fact that the June deadline is drawing near, the talks surrounding the highly
anticipated sales deal between the Botswana government and mining company De Beers
are being held up by what sources call “two material issues.” The negotiations have been
dragging on for five years now and speculation is rising as to why a deal has not bee signed
off yet. A deal by June will be key in settling some nervousness in the diamond market and
will ease any concerns regarding future government revenues from sales of the commodity.
e This week’s focus turns to the FOMC decision and statement on Wed, followed closely
by the ECB and the BoE decisions on Thursday. Investors have moved from one key event to
another, peppered with all that US labour market data in between to round off another
important week which will be market-moving. That will decide the general direction of the
markets, which for now remain largely rangebound. That is unlikely to change until later this
week, and how it changes will depend on the outcome of the data releases and the
guidance central banks offer. Strong data and a hawkish Fed will see the USD recovery to
some degree, while a hawkish BoE and ECB will deal the USD a blow as they battle inflation.
While near-term developments concerning US data remain unclear, we expect them to
deteriorate quickly in the coming months and for the US monetary cycle to turn.

Financial Market Commentary

e The BWP-USD closed last week marginally lower on Friday at 0.0781, with the pair
posting another relatively wide intraday range, suggesting that the market is looking for
direction. This may remain the case into the start of the new week given the lack of local news
flow or economic data releases. The market may also look to remain on the sidelines ahead
of the slew of major central bank meetings, which kick off on Wednesday with the Fed,
following by the ECB and BoE the day after.

e In the global fx markets, a combination of the Fed, the BoE and the ECB will determine
how global FX markets trade and whether or not risk appetite improves or falls. Support has
tended to flow towards the central bank with the most conservative policy and most resilient
data. At face value, that might be the Fed, although one would have to concede that there is
a lot priced into the USD, and it is expensive. So it has become an assessment relative to the
other majors on the one hand, while risk appetite might dictate how emerging markets then
respond to the USD. Expectations within the market are that the USD needs to correct. That
view would be enhanced if the Fed softened its stance as it approaches the peak in interest
rates. But ahead of such key central banking events, it follows that the majors would be
range-bound. The EUR-USD has backed away from its levels above 1.0900 to trade closer to
1.0870 this morning, while the GBP is trading flat, just below 1.2400. The JPY is now also
consolidating just below the 130.00 mark as investors await clarity from the central banks
later this week.

e Meanwhile, the oil markets have some significant news from over the weekend to digest
as we start the new week, with the Wall Street Journal reporting that Israel carried out a
drone strike against a defence compound in Iran. The attack is believed to be part of an
operation between the US and Israel to halt Iran’s destabilising operations in the region, its
ties with Russia, and its nuclear program. Not only does the attack increase tensions in the
Middle East, but also suggests that a new nuclear deal with Iran now has also zero probability
of being agreed upon soon. The lack of any prospect of a new deal is supportive of the oil
markets, given that Iranian supply will remain offline to most of the world at a time when
sanctions on Russian crude are finally starting to have an impact.

e China’s economy will fully open this week after the Lunar New Year celebrations. Activity
in the world’s largest oil consumer will be closely eyed to gauge fuel demand. A lot has been
priced in already regarding an improvement in oil consumption in China, but there may still
be some upside left for the markets over the near term.



Botswana Yield Curve USD Index

[y
o

120

9
8 110
7
6 ..
5 100
4
3 Ll
2
1
o 80
> SR T T T T T T I SR P VI
6m 3y Sy 20y 22y 0\0 \,\Q \Q \7\0 \Q \Q \Q \0 \Q \0 \0 \Q \0 \,\Q \0 \\0
WN\’\’\}\'\/,{\X \Q QWQ’O’\Q \Q 0 0 \Q \'\/ \’{)0
e NOW e=====]1m ag0 === 6m ago D DT A N q, D
Base metals - Copper L_Hand axis LME Index
R_Hand axis Oil R_Hand Axis - Gold L_Hand Axis
11200 6000 2250 140
/ 5500
10200 V\M"“ Wit A 5000 1950 120
4500
9200 W 1650 100
8200 3500
3000 1350 80
7200 2500
6200 2000 1050 60
1500
5200 1000 750 40
- - - - - - - - - - - - - - - -
g 8 L8 882888 8L L88L8L8ELEEC  F ¢ ¢© ¢ & & ©
S 9 & o9 o o & n O N 0 a S <G & o Q) ") o N2
4 4 4 O 9O © © © © o 9O 99 o9 o d o \'\, \’\ \Q \B \0 \Q \'\/ \’\,
S S S SSsSSSsSssssSssa O A . A (A
o o o o o o o o o o o o o o o o
o~ ~N ~N ~N ~N ~N o~ ~N ~N o~ ~N ~N ~N ~N ~N ~N
VIXIndex - Risk appetite measure Local stockmarket performance
Highernumberimplies less market risk appetite
40 7900
35 7700
30 7500
= 7300
20
7100
15
10 6900
5 6700
Lowernumberimplies better marketrisk appetite 6500
0
5N DN DN T N (N 5 DN NN 32 » SRS RS ZR 2 SIS TS RS 2R 4 SRS
F T T TS R »\° oO® u\° & o «\° SO o\° SURINS
T o S \° NS SO G S oS W © o o
> & P P '» 59 ¥ Q@ w Q'ﬁ Q'» ¥ 69’ @') S Q'ﬁ Rt
m@mwwwm NN NN P S S S S S S S S S S S S S



Access Bank Global Markets & Treasury Team
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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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