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The U.S. Federal Reserve (Fed) delivers
— The Fed has finally increased the range of the federal funds rate by 25 basis points, from 0.25 to 0.5%. The
decision was unanimous. This is in line with our and the overall market expectations.
— There were few surprises in the accompanying statement. According to the Fed, the labor market and the
economy are in a reasonably good shape, and the risks are now “balanced”, as opposed to “nearly balanced”
in October.
— The Fed stressed that future decisions will depend on incoming data. It will maintain its policy of reinvesting
proceeds from maturing bonds. Therefore, any concerns on balance sheet shrinkage will be put on the
backburner for now.
— The rate increase was accompanied by several technical measures. The daily USD 300bn cap on reverse
repo operations has been temporarily lifted and all treasuries held by the Fed will be potentially available for
the repo program. The FOMC would without a doubt be prepared to use other tools to ensure the new regime
will work smoothly in practice.

A slow, but uneven rate path ahead
— With the first hike out of the way, investor focus is now shifting towards the second hike.
— Potentially another rate hike could happen at any of the next meetings of the Federal Open Market Committee
(FOMC). Although we think that an accommodative stance is most likely, uncertainty will be greater than it has
been in a long time.
— The Fed’s dot “plot”, charting the target rates of FOMC participants going forward, is broadly consistent with a
slow moving Fed. Of course, some dots (i.e. those of the Fed leadership) carry more weight than others.
Overall, the FOMC’s projections remain well above what markets are pricing in. Clearly, FOMC members
expect the market to do most of the work of closing the expectations gap, rather than meeting it halfway.
— We expect to see two more rate hikes in 2016 and no balance-sheet shrinkage until after the first few rate
hikes have taken place.

Market implications
— Mild initial market reactions underline how well the Fed has managed and met expectations. We see no
reason to change our longer-term views.
— For U.S. Treasuries, we stick to our rates forecasts: 2-year at 1.50%, 10-year at 2.40% and 30-year at 3.10%,
as of December 2016.
— Longer term, we see the dollar strengthening, despite the limited initial impact.
— We remain constructive on equities given the relatively benign economic environment in the US, Eurozone
and Japan. Within the US, we would note that financials have historically outperformed as central bank
interest rates start rising.
— By and large, it is positive to see the Fed delivering. Still, we believe, investors will have to learn to live with
greater uncertainty about the path of monetary policy. Hang on for a potentially bumpy ride.
Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk, possible
delays in repayment and loss of income and principal invested. The value of investments can fall as well as rise and you
may not recover the amount originally invested at any point in time.
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Glossary
Explanation of terms
A balance sheet summarizes a company's assets, liabilities and shareholder equity.
Bunds are issued by Germany's federal government, most frequently with a maturity of 10 years, and are the
German equivalent of U.S. Treasury bonds.
Each dot represents where an FOMC member sees the federal funds rate at the end of each year.
The federal funds rate is the interest rate at which banks actively trade balances held at the Federal Reserve.
The Federal Open Market Committee (FOMC) is a committee that oversees the open-market operations of the
U.S. Federal Reserve.
The Federal Reserve System, which serves as the U.S. central bank, was established in 1913, consisting of the
Federal Reserve Board with seven members headquartered in Washington, D.C., and twelve Reserve Banks
located in major cities throughout the United States.
Reverse repo operation describes the purchase of securities with the agreement to sell them at a higher price at
a specific future date.
Monetary policy focuses on controlling the supply of money with the ulterior motives of price stability, reducing
unemployment, boosting growth etc. (depending on the central bank's mandate).
Treasuries are fixed-interest U.S. government debt securities with different maturities: Treasury bills (1 year
maximum), Treasury notes (2 to 10 years), Treasury bonds (20 to 30 years), and Treasury Inflation Protected
Securities (TIPS) (5, 10 and 30 years).
The United States dollar (USD) is the official currency of the United States and its overseas territories.
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Important Information
Deutsche Asset & Wealth Management represents the asset management and wealth management activities
conducted by Deutsche Bank AG or any of its subsidiaries. Clients will be provided Deutsche Asset & Wealth
Management products or services by one or more legal entities that will be identified to clients pursuant to the
contracts, agreements, offering materials or other documentation relevant to such products or services. Deutsche
Asset & Wealth Management offers wealth management solutions for wealthy individuals, their families and
select institutions worldwide. Deutsche Asset & Wealth Management, through Deutsche Bank AG, its affiliated
companies and its officers and employees (collectively “Deutsche Bank”) are communicating this document in
good faith and on the following basis.
This document has been prepared without consideration of the investment needs, objectives or financial
circumstances of any investor. Before making an investment decision, investors need to consider, with or without
the assistance of an investment adviser, whether the investments and strategies described or provided by
Deutsche Bank, are appropriate, in light of their particular investment needs, objectives and financial
circumstances. Furthermore, this document is for information/discussion purposes only and does not and is not
intended to constitute an offer, recommendation or solicitation to conclude a transaction or the basis for any
contract to purchase or sell any security, or other instrument, or for Deutsche Bank to enter into or arrange any
type of transaction as a consequence of any information contained herein and should not be treated as giving
investment advice. Deutsche Bank does not give tax or legal advice. Investors should seek advice from their own
tax experts and lawyers, in considering investments and strategies suggested by Deutsche Bank. Investments
with Deutsche Bank are not guaranteed, unless specified. Although information in this document has been
obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or fairness, and it
should not be relied upon as such. All opinions and estimates herein, including forecast returns, reflect our
judgment on the date of this report, are subject to change without notice and involve a number of assumptions
which may not prove valid.
Investments are subject to various risks, including market fluctuations, regulatory change, counterparty risk,
possible delays in repayment and loss of income and principal invested. The value of investments can fall as well
as rise and you may not recover the amount originally invested at any point in time. Furthermore, substantial
fluctuations of the value of the investment are possible even over short periods of time. Further, investment in
international markets can be affected by a host of factors, including political or social conditions, diplomatic
relations, limitations or removal of funds or assets or imposition of (or change in) exchange control or tax
regulations in such markets. Additionally, investments denominated in an alternative currency will be subject to
currency risk, changes in exchange rates which may have an adverse effect on the value, price or income of the
investment. This document does not identify all the risks (direct and indirect) or other considerations which might
be material to you when entering into a transaction. The terms of an investment may be exclusively subject to the
detailed provisions, including risk considerations, contained in the Offering Documents. When making an
investment decision, you should rely on the final documentation relating to the investment and not the summary
contained in this document.
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Important Information (continued)
This publication contains forward looking statements. Forward looking statements include, but are not limited to
assumptions, estimates, projections, opinions, models and hypothetical performance analysis. The forward
looking statements expressed constitute the author’s judgment as of the date of this material. Forward looking
statements involve significant elements of subjective judgments and analyses and changes thereto and/or
consideration of different or additional factors could have a material impact on the results indicated. Therefore,
actual results may vary, perhaps materially, from the results contained herein. No representation or warranty is
made by Deutsche Bank as to the reasonableness or completeness of such forward looking statements or to any
other financial information contained herein. We assume no responsibility to advise the recipients of this
document with regard to changes in our views.
This document was not produced, reviewed or edited by any research department within Deutsche Bank and is
not investment research. Therefore, laws and regulations relating to investment research do not apply to it. Any
opinions expressed herein may differ from the opinions expressed by other Deutsche Bank departments including
research departments.
No assurance can be given that any investment described herein would yield favorable investment results or that
the investment objectives will be achieved. In general, the securities and financial instruments presented herein
are not insured by the Federal Deposit Insurance Corporation („FDIC“), and are not guaranteed by or obligations
of Deutsche Bank AG or its affiliates. We or our affiliates or persons associated with U.S. may act upon or use
material in this report prior to publication. DB may engage in transactions in a manner inconsistent with the views
discussed herein. Opinions expressed herein may differ from the opinions expressed by departments or other
divisions or affiliates of Deutsche Bank. This document may not be reproduced or circulated without our written
authority. The manner of circulation and distribution of this document may be restricted by law or regulation in
certain countries. This document is not directed to, or intended for distribution to or use by, any person or entity
who is a citizen or resident of or located in any locality, state, country or other jurisdiction, including the United
States, where such distribution, publication, availability or use would be contrary to law or regulation or which
would subject Deutsche Bank to any registration or licensing requirement within such jurisdiction not currently
met within such jurisdiction. Persons into whose possession this document may come are required to inform
themselves of, and to observe, such restrictions.
Past performance is no guarantee of future results; nothing contained herein shall constitute any representation
or warranty as to future performance. Further information is available upon investor‘s request. This document
contains information not intended solely for the recipients. The information has been considered in investment
decisions of our asset management division. All third party data (such as MSCI, S&P & Bloomberg) are
copyrighted by and proprietary to the provider.
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