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What happened?

Relevance
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1.50%
1.40%
425k
4.70%
$16,20bn
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0.00%
194k
4.80%
$14,38bn

Analysis

The BoE surprised the market
with a vote 7-2 to keep interest
rates on hold. Members wanted
to see how ending the furlough
scheme affects the labour
market

More evidence that the major
central banks will remain very
sensitive to growth prospects

EZ Composite
Indicator

The IHS/Markit Composite PMI
fell to a six-month low of 54.2 in
October, slightly softer than the
flash estimate.

The EZ economy could slow
through Q4 as supply chain
bottlenecks hurt

3/5
(economy)

Although overall infection rates are subsiding
and business and household confidence levels
are improving, a soft patch through Q4 needs
to be overcome

OPEC +

Oil producers resisted calls to
raise production levels and
maintained their plans for a
gradual return of output
impacted by the pandemic

Levels of output will rise in
Dec in line with OPEC's
original plan. Production will
rise gradually

3/5
(economy)

Aside from enjoying the improved terms of
trade, oil producers are wary of the possibility
of more virus-induced disruptions and will
refrain from raising production pre-emptively.

BoE

Factors on the
Radar

What happened?

US labour data

Chinese property
market

ECB

Non-farm payrolls data left to
digest with both the ADP data
and the weekly jobless claims
figures, both strong and pointing
to a solid labour market recovery
Kaisa Group, another property
developer in China, suspended
trading on its shares after its
finance subsidiary missed a
payment to a wealth product
ECB board member Schnabel
said on Thu that the ECB is
unlikely to raise rates next year,
despite fears of inflation

Relevance

4/5
(economy,
monetary
policy)

The BoE did leave the door open to lift interest
rates very soon when it said that it would likely
have to raise rates in the "coming months" if
the economy performed as anticipated

Importance

Analysis

The data will show how the
labour market is improving
and that the Fed taper was
warranted

3/5
(economy,
markets)

The labour data now will lose some of its
significance given that its main relevance was
to the Fed's decision, which is now known. The
market will take the NFP data in its stride.

Indebtedness in the Chinese
economy is extremely high
and a bigger problem than
just Evergrande

4/5
(economy,
markets)

A highly indebted economy will find it difficult
to grow without a strong credit cycle to support
it. This holds the potential to raise overall
levels of market risk aversion

Schnabel highlighted how
raising rates risked choking
out what growth there is

4/5
(economy,
monetary
policy)

The ECB is of a similar view to the Fed that the
spike in inflation will be temporary, although
she added that inflation was being taken
seriously

Local FX Opening Rates and Comment
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•

There is a strong global trend in place and that is one of decarbonisation. News wires have been tracking information coming out
of the global COP26 climate change summit in Scotland where there is a strong push to ease the world’s reliance on coal. South
Africa for example inked a deal where it would receive $8.5bn to help end its reliance on coal. South Africa has been targeted as
a major emitter of greenhouse gases given its coal fired power stations. The deal will be funded by wealthier nations and does
have regional and global implications.

•

Regionally, Botswana is upping its production of coal which has been earmarked for export to the likes of China. The question is
however how long or sustainable with this market be in the coming decades. Botswana has signed a commitment to ease the use
of coal, but has stopped short of signing an agreement which would stop the issuance of new coal mining licenses. MMEGI
reported - Botswana has more than 200 billion tonnes of untapped coal resources and minerals authorities have made it clear
they intend to exploit these using clean technology, within the three-decade window provided by global climate change
commitments.

•

On the international stage, capturing the headlines yesterday was President Biden's announcement on Covid vaccine rules for
businesses. The Biden administration has mandated that workers at U.S. companies with at least 100 employees be vaccinated
against Covid-19 or be tested weekly from 4th January onwards. This decision will undoubtedly be challenged in the courts, while
the Republicans have responded quickly with a backlash, vowing to do everything possible to protect individual freedoms of
choice. Biden has adopted this stance to drive up the number of vaccinated people to overcome the pandemic.

•

Today will see the House of Representatives vote on the social and climate change bill and the bipartisan infrastructure bill. The
Democrats feel they have the internal support needed to get these bills passed and seek to do it before the weekend. Biden's
popularity and that of the Democrats has been waning recently, and a political win of this nature will help them generate some
positive press. Treasury Secretary Yellen chimed in, that the legislation would raise $2.0trln to pay for the bill and still allow for
some deficit reduction. Critics have said that such views assume a lot and will require very efficient implementation by the
government.

•

Much of the market's recent positioning for Fed rate hikes as soon as next year is built on the assumption that the U.S. economy
and the labour market will continue to recover strongly in the months ahead. Therefore, in the unlikely event that the expected
improvement in economic and labour market conditions does not materialise, the market may need to reassess its recent
positioning. Against this backdrop, the market will digest the upcoming October employment report, which will help investors
position more accurately for prospective monetary tightening.

•

The USD is ending the week on a firmer footing, boosted by the combination of some strong labour market data earlier in the
week. The data has given rise to expectations that the payrolls figures scheduled for today will beat expectations to the topside.
Also, supporting the USD has been the weakness of the GBP after the BoE failed to lift rates yesterday. Furthermore, the
possibility of some risk aversion exists on account of more difficulties in the Chinese property sector that will raise concerns
about China's economic prospects in the coming quarters. Barring any nasty surprise in the payrolls data, the USD should end the
week on a slightly firmer footing, although it should be added that there is a lot priced into the USD

•

Moving on to the local FX markets we witnessed an improvement in the fortunes of the BWP against the greenback. Some caution
is expected into the close of the week as investors price for volatility around the release of the US Non-Farm payrolls this
afternoon.

ZAR and Associated Comments
•

•

•

•

Notwithstanding the surge in the USD, the ZAR was still able to close out yesterday's trading session a little stronger. Overall
levels of risk appetite have improved, the cost of hedging against a collapse in US equity markets has dropped recently, and oil
prices have retreated off their recent highs in a boost to SA's terms of trade. Add to that some local factors such as the
conciliatory tone of political parties to work together following the elections, and there is some justification for the retreat in the
USD-ZAR from recent highs.
However, the ZAR is not out of the woods just yet. Wall St futures are trading flat to slightly lower this morning, and focus has
turned back to China after another property developer appears to be in financial trouble. Kaisa Group Holdings and three of its
subsidiaries halted trading in their shares just before the market opened in Hong Kong after its finance company missed a
payment to a wealth management product. This is significant so soon after the revelations on Evergrande because it is the
second-largest issuer of dollar-denominated offshore bonds behind Evergrande. It speaks to a far greater debt problem in China
than was first understood.
For SA this is all particularly relevant in that China is SA's single biggest trading partner. As it is, the Chinese economy has entered
a soft patch. Add to that some headwinds concerning the property market's indebtedness and weaker demand for SA exports
may start to weigh. Therefore, while there is a lot priced into the USD-ZAR and some retreat into the weekend may look
warranted, it is unclear whether it will be sustained.
Finally, it is worth noting that US non-farm payrolls data will be released today. Although the data has lost some significance on
account of the Fed's policy decision and statement on Wed, it will still hold some market-moving potential. It may still hold
enough significance to keep investors a little cautious ahead of the weekend. Furthermore, SA still has the upcoming MTBPS to
contend with in a week's time. Although it will deliver a more upbeat assessment of the government's fiscal position, it will still
reflect how much work SA needs to do to stabilise its finances. Expect some cautious trading ahead of the weekend..
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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
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for statements or errors contained in, or omissions from, these materials.
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