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US FOMC: Outlook is more relevant
With strong expectations of a 25bps hike, the US FOMC is scheduled
to announce its latest monetary policy decision today (Jun 1314'17). With the futures indicated probability of a hike standing at
~98%, attention will center on the Fed's projections for inflation
and economic growth that have softened recently and its implication
on future interest rate path. Larger anticipations remain of the Fed
adopting a slightly cautious tone with the third hike likely to be
shifted down to CY17 end. While a hike in this meeting is a positive
for the dollar, a strong move is unlikely with the greenback remaining
under pressure on Fed's plans to reduce its US$4.5tn bond holdings
and delay in the promised fiscal stimulus under the Trump
administration. However, any surprise in the form of hawkish signals
on rate rise trajectory can lift the dollar. We see limited risks to
PkR/US$ from this over the short term with the SBP managing
volatility in the domestic market. That said, with a swift dip expected
in fx reserve (FY18F: US$17.5bn), the Rupee is likely to come under
pressure in FY18 (expected 4.9% depreciation).
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News and Views

The National Assembly has passed "The Finance Bill 2017", giving legal
cover to the budgetary proposals for the next financial year.
.
Finance Minister, Ishaq Dar has clarified that new CGT rates on securities
transaction will apply on or after Jul 01'17.Earlier in the FY18 budget,
.
the GoP announced flat 15% CGT rate on sale of securities.
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The joint investigation team (JIT) - formed by Supreme Court to probe
the Panama leaks case -has summoned Punjab Chief Minister Shahbaz
Sharif to appear before it on Jun 17'17 (Saturday).As per news sources,
Shahbaz Sharif had been asked to bring documents related to the
Hudaibya Paper Mills.
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Impact on Dollar: The greenback has weakened considerably since the
last meeting (DXY down 2.1%) as concerns prompted over Fed's plans to
unwind its balance sheet. Moreover, doubts over the massive fiscal stimulus
expected under the Trump Administration and its likely delay to 2018 have
also weighed on the dollar. While a hike imminent this meeting will be a
support to the dollar, a dovish tone on hikes or uncertainty on the timing
and quantum of reduction of Fed's bond holdings can create pressures.

Meeting

Dec-16

US FOMC - hike imminent: Marking its second upward move this year,
the US Fed is largely expected to increase the fed funds target rate by
25bps to 1.25% in its ongoing FOMC meeting (Jun 13-14'17). Expectations
of a hike propped up after the May'17 meeting with the Fed's expectation
of a rebound in GDP growth materializing (Q1 GDP growth revision to
1.2% from 0.7%) and unemployment data reaching its 16-year low at 4.3%
in May'17 (vs. 4.7% before the last hike in Mar'17). The Fed Funds futures
indicated probability for a hike this meeting stands at 97.8%. With little
surprise expected, attention will be placed on the Fed's interest rate
trajectory projections leading to any alterations in the Committee's earlier
decision of sticking to its forecast of three hikes in 2017. However,
expectations have also built up of a slightly dovish tilt in Fed's tone (futures
probability for another hike in Sep'17 at 33%), likely pushing the third hike
to the year's end on concerns of potential slowdown in economic growth
and slight softening in inflation (Apr'17 Core CPI at 1.9%YoY dipped below
the Fed's target of 2%YoY). Attracting interest is also Fed's plans to reduce
its bond holdings of US$4.5tn (accumulated under QE during the easing
cycle) to further tighten monetary conditions with the market hoping to gain
.
details regarding the Fed's timing for the move in the meeting.

Implied probability of Fed rate hike

Oct-16

With strong expectations of a 25bps hike, the US FOMC is scheduled
to announce its latest monetary policy decision today (Jun 13-14'17).
With the futures indicated probability of a hike standing at ~98%,
attention will center on the Fed's projections for inflation and economic
growth that have softened recently and its implication on future
interest rate path. Larger anticipations remain of the Fed adopting a
slightly cautious tone with the third hike likely to be shifted down to
CY17 end. While a hike in this meeting is a positive for the dollar, a
strong move is unlikely with the greenback remaining under pressure
on Fed's plans to reduce its US$4.5tn bond holdings and delay in the
promised fiscal stimulus under the Trump administration. However,
any surprise in the form of hawkish signals on rate rise trajectory
can lift the dollar. We see limited risks to PkR/US$ from this over the
short term with the SBP managing volatility in the domestic market.
That said, with a swift dip expected in fx reserve (FY18F: US$17.5bn),
the Rupee is likely to come under pressure in FY18 (expected 4.9%
depreciation).
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Rupee remains immune: Contrary to its regional counterparts, the PkR
continues to remain immune to global market trends, where the PkR/US$
has remained stable around PkR104.8/US$ since CY16. We expect this
trend to continue over the short term with the SBP managing market
volatility. However, a worsening CAD (FY17F/FY18F: 2.7%/3.8% of GDP)
alongwith likely slippage in import cover to below 5 months (FY17F/FY18F
fx reserve end: US$21bn/US$17.5bn) can create depreciative pressures
where we project PkR/US$ to decline 4.9% in FY18 to PkR108/US$.

PkR Depreciation (%YoY)

CY10

However, any volatility in the GBP (BoE likely maintaining rate this week
despite higher inflation on political uncertainty) and the JPY (Bank of
.
Japan's policy meeting this week) could help US$ stabilize.
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Disclosure Section
Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any
securities or other financial instrument and is for the personal information of the recipient containing general information only.
AKD Securities Limited (hereinafter referred as AKDS) is not soliciting any action based upon it. This report is not intended to
provide personal investment advice nor does it provide individually tailored investment advice. This report does not take into
account the specific investment objectives, financial situation/financial circumstances and the particular needs of any specific
person. Investors should seek financial advice regarding the appropriateness of investing in financial instruments and implementing
investment strategies discussed or recommended in this report and should understand that statements regarding future prospects
may not be realized. AKDS recommends that investors independently evaluate particular investments and strategies and it
encourages investors to seek the advice of a financial advisor.
The appropriateness of a particular investment or strategy will depend on an investor's individual circumstances and objectives.
The securities or strategies discussed in this report may not be suitable for all investors, and certain investors may not be eligible
to purchase or participate in some or all of them.
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Reports prepared by AKDS research personnel are based on public information. AKDS makes every effort to use reliable,
comprehensive information, but we make no representation that it is accurate or complete. Facts and views presented in this
report have not been reviewed by and may not reflect information known to professionals in other business areas of AKDS
including investment banking personnel. AKDS has established information barriers between certain business groups maintaining
complete independence of this research report.
This report has been prepared independently of any issuer of securities mentioned herein and not in connection with any
proposed offering of securities or as agent of any issuer of any securities. Neither AKDS, nor any of its affiliates or their research
analysts have any authority whatsoever to make any representation or warranty on behalf of the issuer(s). AKDS Research
Policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by
an issuer prior to the publication of a research report containing such rating, recommendation or investment thesis.
We have taken all reasonable care to ensure that the information contained herein is accurate, up to date, and complies with
all prevailing Pakistani legislations. However, no liability can be accepted for any errors or omissions, or for any loss resulting
from the use of the information provided as any data and research material provided ahead of an investment decision are for
information purposes only. We shall not be liable for any errors in the provision of this information, or for any actions taken in
reliance thereon. We reserve the right to amend, alter, or withdraw any of the information contained in these pages at any time
and without notice. No liability is accepted for such changes.
Stock Ratings
Different securities firms use a variety of rating terms as well as different rating systems to describe their recommendations. A
rating system which uses similar terms such as Buy, Accumulate, Neutral, Reduce and Sell is not equivalent to our rating system.
Investors should carefully read the definitions of all ratings used in each research report. In addition, research reports contain
information carrying the analyst's view and investors should carefully read the entire research report and not infer its contents
from the rating ascribed by the analyst. In any case, ratings or research should not be used or relied upon as investment advice.
An investor's decision to buy, sell or hold a stock should depend on individual circumstances (such as the investors existing
holdings or investment objectives) and other considerations. Please see our table below for ratings definitions which are based
on price returns.

Rating Definitions
Buy

> 20% upside potential

Accumulate

> 5% to < 20% upside potential

Neutral

< 5% to > -5% potential

Reduce

< -5% to > -20% downside potential

Sell

< -20% downside potential
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Analyst Certification of Independence
The analysts hereby certify that their views about the companies and their securities discussed in this report are accurately
expressed and that they have not received and will not receive direct or indirect compensation in exchange for expressing
specific recommendations or views in this report.
The research analysts, strategists or research associates principally having received compensation responsible for the preparation
of this AKDS research report based upon various factors including quality of research, investor client feedback, stock picking,
competitive factors and firm revenues.
Disclosure of Interest Area
AKDS and the authoring analyst do not have any interest in any companies recommended in this research report irrespective
of the fact that AKD Securities Limited may have, within the last three years, served as manager or co-manager of a public
offering of securities for, or currently may make a primary market in issues of, any or all of the entities mentioned in this report
or may be providing, or have provided within the previous 12 months, significant advice or investment services in relation to
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the investment concerned or a related investment.
Regional Disclosures (Outside Pakistan)
The information provided in this report and the report itself is not intended for distribution to, or use by, any person or entity in
any jurisdiction or country where such distribution or use would be contrary to law or regulation or which would subject AKDS
or its affiliates to any registration or licensing requirements within such jurisdiction or country.
Furthermore, all copyrights, patents, intellectual and other property in the information contained in this report are held by AKDS.
No rights of any kind are licensed or assigned or shall otherwise pass to persons accessing this information. You may print
copies of the report or information contained within herein for your own private non-commercial use only, provided that you do
not change any copyright, trade mark or other proprietary notices. All other copying, reproducing, transmitting, distributing or
displaying of material in this report (by any means and in whole or in part) is prohibited.
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