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Election Outcome - Key Highlights

Democrats secured control of both the US Senate and House of Representatives, delivering a major setback to
President Donald Trump and the Republican Party.

The outcome reflects growing voter dissatisfaction with the Trump administration, particularly over inflation, cost of
living, economic conditions andforeign policy.

Democratic control of Congress is expected to increase scrutiny of Trump's policies and create potential legislative
challenges over the remaining twoyears of his presidency.

The new congressional balance could influence US foreign policy, defence spending, trade policy and fiscal decisions.

Implications for the Middle East

Iran Conflict: Democratic control of Congress could increase pressure on Trump to pursue diplomatic negotiations and
reduce military escalation with Iran.

Regional Stability: Potential progress towards a US-lran ceasefire could reduce geopolitical uncertainty and improve
regional stability.

Oil Prices: Crude oil prices declined following Republicans’ loss of control of both chambers of Congress, amid
expectations of reduced US-Iran tensions and a potential reopening of the Strait of Hormuz. Brent crude fell 1.03% to
US$93.65/bbl, following an over 8% decline in the previous session, while WTI dropped 1.29%to US$86.98/bbl.
Israel-Palestine: Democratic lawmakers may push for greater scrutiny of US military assistance to Israel and advocate
stronger oversight of military operationsin the region.

Geopolitical Risk: Any escalation in Iran-related tensions could keep oil prices elevated and increase volatility across
global financial markets.

Overall Impact: A diplomatic approach towards Iran could prove positive for regional stability, although a change in

congressional control does not guarantee an immediate shiftin Trump's foreign policy.

US Mid term Election Results 2026 Senate House
Total Seats 100 435
Majority Required 51 218
Democrats 54 240
Republicans 44 147

Source(s): Associated Press News, AHCML Research
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Implications for Pakistan

Pakistan-US Relations: Democratic lawmakers may increase engagement with Pakistan on regional security, counterterrorism, democratic governance and
economic cooperation.

Foreign Policy: Pakistan may have opportunities to strengthen diplomatic engagement with Washington, although major policy decisions will remain
influenced by the White House.

Current Account: Lower international oil prices could reduce Pakistan's petroleum import bill and improve external account dynamics.

Pakistani Rupee: Reduced import-related dollardemand and improved external balances could support currency stability.

Inflation: Lower energy prices could ease domestic fuel and transportation costs, helping moderate inflationary pressures.

Monetary Policy: Improved inflation dynamics and external stability could provide additional room for monetary easing by the State Bank of Pakistan.

IMF Programme: Improved external account conditions could support macroeconomic stability, although continued IMF compliance and external financing
remain critical.

Overall Impact: Pakistan could benefitindirectly from lower oil prices, improved regional stability and reduced external financing pressures.

Implications for Global Markets

Equities: Reduced geopolitical uncertainty and expectations of a more constrained Trump policy agenda could support global equity market sentiment.

US Dollar: A weaker dollarcould provide supportto emerging-market currencies and improve international capital flows.

Emerging Markets: Lower oil prices and improved risk appetite could encourage foreign investment in emerging-market equities.

Bonds: Political uncertainty over fiscal spending and governmentfunding could create volatility in US Treasury yields.

Trade Policy: Congressional scrutiny could increase pressure on the administration over tariffs and trade restrictions, although existing executive trade

powers remain relevant.
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Implications for Pakistan Stock Exchange (PSX)

Market Sentiment: A potential reductionin Middle East tensions could improve investor confidence and support the continuation of the PSX rally.
Liquidity: Improved macroeconomic stability and foreign investor sentiment could support equity market liquidity.

Oil Prices: Lower crude prices would be positive for Pakistan's import-dependent economy, reducing pressure on the current account and inflation.
Interest Rates: Improved inflation expectations could support monetary easing, benefiting interest-rate-sensitive sectors.

Currency Stability: Alowerimport bill could help stabilize the Pakistani rupee and reduce foreign exchange concerns.

Key Risks to the Market Outlook

Renewed escalation between the US and Iran could push international oil prices higher.

Continued disruption around the Strait of Hormuz could increase Pakistan's energy import bill.

Changes in US trade and tariff policies could affect Pakistan's export competitiveness.

Dollar strength and volatility in global interest rates could pressure emerging-market currencies.

Pakistan's macroeconomic outlook remains dependent on IMF programme continuity, foreign financing and reserve accumulation.

Political uncertainty in the US could create volatility around government spending and fiscal policy.

Overall Investment View

Near-term PSX outlook: Constructive, supported by improving geopolitical sentiment and the possibility of further lower international oil prices.
Medium-term outlook: Dependent on the trajectory of crude prices, domestic monetary policy, IMF programme progress and external account stability.
Preferred sectors: OMCs, fertilizer, cement, power and selected consumer stocks could benefit from lower energy costs and improved macroeconomic
conditions.

Key sectors to monitor: E&P and refineries, where the impact of lower crude prices will depend onrealizations, inventory movements and refining margins.
Investment Strategy: Preference for fundamentally strong companies with attractive valuations, sustainable earnings and balance-sheet strength.
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Disclaimer

Research Dissemination Policy

AL Habib Gapital Markets (Pvt.) Ltd. endeavors to make all reasonable efforts to disseminate research to all of its dients
(withoutany preference orbiasness)in a imely manner through either physical or electronic distribution. Nevertheless, all
clients maynotreceive the material atthe same time.

Stock Rating

Investors should carefully read the definitions of all rmting used within every research reports. Inaddition, research reports
carry an analyst’s independent view and investors should ensure careful reading of the entire research reports and not
inferits contents from the rating ascribed by the analyst. Ratings should not be used or relied upon as investment advice.
An investor’s dedsion to buy, hold or sell a stock should depend on said individual’s drcumstances and other
considerations. AL Habib Capital Markets (Pvt.) Ltd. employs a 5-tier rating system —i.e. Buy, Accumulate, Hold, Reduce
and Sell —based on the lewel of “total expected retum” defined as capital gain exdusive of tax. Ratings are frequently
updated and can be changed because of a movementin the stock’s price, revision in the Research Analysts’ estimate of the
stock’s fair value, changein the analyst’s assessment of a company’s business risk, ora combination ofany of these factors.
An investor’s dedsion to Buy, Accumulate, Hold, Reduce or Sell a stock should depend on individual dircumstances (suchas
E)he| investors existing holdings or investment objectives) and other considerations. Bearingin mind the ratings are tabled
elow:

Rating Definition

Buy >20% upside potential

Accumulate >=5% to <=20% upside potential
Hold <5% to >5% potential

Reduce <=-5% to >=-20% downside potential
Sell <-20% downside potential

Ratings are updated daily to account for the latest developments in the economy/sector/company, changes in stock prices and changes in
analyst’sassumptions or a combination of any of these factors

Disclaimer

This report has been prepared by AL Habib Capital Markets (Pvt.) Ltd. and is provided for information purposes only. Under no
circumstances this is to be used or considered as an offer to sell or solicitation of any offer to buy. While reasonable care has been taken
to ensure that the information contained therein is not untrue or misleading at the time of publication, we make no representation as to
its accuracy or completeness and itshould not be relied upon as such. From time to time, AL Habib Capital Markets (Pvt.) Ltd. and/or any
of its officers or directors may, as permitted by applicable laws, have a position, or otherwise be interested in any transaction, in any
securities directly or indirectly subject of this report. This report is provided only for the information of professional advisers who are
expected to make their own investment decision without undue reliance on this report. Investments in capital markets are subject to
market risk and AL Habib Capital Markets (Pvt.) Ltd. accepts no responsibility whatsoever for any direct or indirect consequential loss
arising from any use of this report or its contents. In particular, the report takes no account of the investment objectives, financial
situation and particular needs of investors, who should seek further professional advice or rely upon their own judgment and acumen
before making any investment. The view expressed in this report are those of AL Habib Capital Markets (Pvt.) Ltd. Research Department
and do not necessarily reflect those of AL Habib Capital Markets (Pvt.) Ltd. orits directors. AL Habib Capital Markets (Pvt.) Ltd. as a firm
may have business relationship including investment banking relationships, with the companies referredto inthis report.

All rights reserved by AL Habib Capital Markets (Pvt.) Ltd. This report or any portion hereof may not be reproduced, distributed or
published any person for any purpose whatsoever. Nor can it be sent to a third party without prior consent of AL Habib Capital Markets
(Pvt.) Ltd.. Action could be taken for unauthorized reproduction, distribution or publication.

Disclosure

AL Habib Capital Markets (Pvt.) Ltd. hereby discloses that all its Research Analysts meet with the qualification criteria as given in the
Research Analysts Regulations 2015 (‘Regulations’). Each Analyst reports to the Head of Research and the Head of Research reports
directly to the CEO of AL Habib Capital Markets (Pvt.) Ltd. only. No person engaged in any non-research department has any influence
over the research reports issued by AL Habib Capital Markets (Pvt.) Ltd. and/or no person engagedin any non-research department (other
than the CEO) has any influence on the performance of the Research Analysts or on their remuneration/compensation matters. The
Research Analyst(s), author of this report hereby certify that all of the views expressed in this research report accurately reflect their
personal, unbiased and independent views aboutanyandall of the subject issuer(s) or securities,and such views are based on analysis of
various information compiled from multiple sources, including (but not limited to) annual reports, newspapers, public disclosures,
financial models etc. The given sources appear to be and consequently are deemed to be reliable for formingan opinion and preparation
of this report. Such information may not have been independently verified or checked by AL Habib Capital Markets (Pvt.) Ltd. or the
Research Analyst, and therefore, all such information as given in this report may or may not prove to be correct. It is hereby certified that
no part of the compensation of AL Habib Capital Markets (Pvt.) Ltd. or the Research Analyst was, is, or will be directly or indirectly related
to the specific recommendation(s) or view(s) inthis report.

Disclosure Pertaining To Shareholding/Conflict of Interest

The Research Analyst has not directly or indirectly received any compensation from the Subject Company for preparation of this report or
for the views expressed herein,and the Subject Company is not associated with the Research Analyst in any way whatsoever. No material
information exists (for AL Habib Capital Markets (Pvt.) Ltd. as wellas the Research Analyst) which could be a cause of conflict of interest in
issuing thisreport.

Risks

Investment in securities is subject to economic risk, market risk, interest rate risks, currency risks, credit risks, political and geo political
risks. The performance of company(ies) covered herein might unfavourably be affected by multiple factors including business, economic
and political conditions. Hence there is no assurance or guarantee that estimates, recommendations, opinion, etc given about the
security(ies)/company(ies) inthis report will be achieved.

Valuation Methodology

To arrive at our Target Price —the projected price level ofa financial security stated by a Research Analyst and which if achieved would
result in a trader recognizing the best possible outcome for his investment -, we use either Discounted Cash Flow or Dividend Discount
Model or Sum of The Parts Valuation or Comparable Method (P/E, P/BV, P/S) or a combination of these techniques.
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