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Monthly update

Drop in government balance over 12
months hits 37%, foreign reserves
remain 16% down

Botswana's foreign exchange
reserves stood at P 57.9 billion, $8.7
billion, as at end December, down
15.6% in pula terms, 4.6% in dollars,
over 12 months. The government's
balance at the Bank of Botswana
was P 22.9 billion, down 37.0% over 12
months.

M3 money supply was P 38.5 billion,
down 7.8% over the year. The cenfral
bank reported the monetary base as
P 20.4 billion, down 6.4%.

Inflation drops within target range
Year-on-year inflation was 6.0% as at
end March, from 6.1% the previous
month, 5.8% over three months, 7.0%
over six months, 11.7% over 12
months. It is now in line with the upper
level of the central bank inflation
target.

The bank rate was 10.0% as at April
from 13.0% 12 months previous and
prime was 11.5%, from 14.50%.

Trade balance improves over January
Botswana's provisional actual trade
balance as at December 2009 was a
negative P 9.3 billion, with imports at
139% of exports. The trade balance
over January 2010 improved from the
2009 monthly average of a negative
P 775 million to a negative P 458
million, imports dropped to 121% of
exports.

European weakness boosts pula
During February, the pula
depreciated against the US dollar by
1.6% and the South African rand by

Pula billions
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Diamond market holds — 25%
global growth forecast. Trade
deficit narrows. Inflation within
target. Sterling boost for pula.
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Spending was P 28.6 billion against P
25.3 billion (+12.7%).

... but the forecast is better. The
budget outturn to December 2009
was a negative P 8.4 billion. The
official estimate for the year remains
a negative P 13.4 billion, but a current
average forecast is an improved P
12.9 billion deficit

Export recovery

Diamond forecasts remain bullish,
copper improves
The latest forecasts show that
Botswana's total exports over 2010
could reach 81% of those of pre-
recession 2008, diamonds 94%.
Total mineral exports are forecast at
84% of 2008. Revised figures for
January suggest copper nickel
exports could reach 60%, other
minerals excluding diamonds 9%,
non-mineral exports 65%.

Feasibility study for new

copper project

Following bullish forecasts for the
copper market as reported in March,
Discovery Metals says a scoping
study at its Botswana project has
confirmed the economic viability of
underground mining. A feasibility
study has started and is scheduled for
completion by September.

The company is estimating in an
underground resource of 25 million
tonnes at 1.4% copper and 23.1
g/tonne of silver. The forecast of
average base core productionis 1.2
million tonnes over an eight-year life
of mine, yearly production at 15,300
tonnes copper, 480,000 ounces silver.

Diamond market reports

2010 production forecast
De Beers is expecting to raise global
production by 25% on the back of a
better market outlook.

"In India and China, we have seen
double-digit growth over 2009, with a
15% to 17% rise in the purchase of
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diamond jewellery in India," Varda
Shine, chief executive of the De Beers
Diamond Trading Company said.
"For the first three months of 2010
our global sales were three times the
size of those over Q 2009, that is a big
jump and an indication of the
change in the market,” Shine said..
De Beers expects to produce 30 to
32 million carats of diamonds over
2010 against 24.6 million over 2009.

Market ‘holding up well’

Diamond market analyst Des Kilalea
of RBC Capital Markets believes that
the rough diamond market is holding
up well and conditions may be
stronger than reported.

"The strength of rough diamonds will
see significant gains in revenue and
cash flow for diamond miners over
2010," Kilalea said. A number of
diamond juniors had taken
advantage of the improved market
conditions fo raise funds to continue
various projects. One of these is
African Diamonds, which has just
raised £9.6 billion to increase its stake
in the AKé project in Bofswana.

"However," Kilalea warned, "whilst
China and India remain strong buyers
of polished diamonds, there is
residual concern about the United
States, which is still the largest single
market."

Botswana to collaborate with Russia
in marketing diamonds?

Botswana is looking to collaborate
with Russia on diamond mining and
cutting according to reports from
Interfax. “We would like to see
Russian companies involved in
exploration and activity on the part
not just of ALROSA, but of other
companies, too,” Botswana's Director
of Mineral Affairs Nchidzi Mmolawa is
quoted as saying.

The government of Botswana and
De Beers have an equal partnership
in the Botswana Diamond Trading
Company (BDTC), but are to due to
renegotiate the agreement under
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which BDTC exclusively markets all
Botswana production. Botswana has
previously expressed a desire to sell
rough outside of the De Beers
framework and set up a national
frading hub. Supported by De Beers,
it has already It has already set up a
cutting and polishing industry.

Mmolawa reportedly said that
Botswana would like to integrate the
entire diamond production chain.
There have also been reports,
subsequently denied, that Botswana
was to market rough diamonds
directly to India.

Higher prices in the pipeline?

The chief executive of Harry Winston
Diamonds, Robert Gannicott, has
said that prices for rough diamonds
will likely edge upwards as demand
returns.

"Prices have already rebounded to
almost previous highs as demand
continued to expand in emerging
economies, led by China and India,"

Gannicott said in a recent statement.

The prices would be driven further
upwards as mines took time to ramp
up production to pre-crisis levels.

With acknowledgments to miningmx,
Rapaport, and Creamer Media.
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