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We believe economic indicators, corporate earnings reports and comments from public company 
managements point to the potential for positive equity returns in 2016 despite the rough start 
to the year. In this outlook for the second quarter, we discuss several macro themes influencing 
equity markets: 

 � Oil prices have risen as production cuts reduce supply. We have slightly increased our 
energy exposure by adding to positions in large, integrated oil companies (p.2).

 � Commodity-related credit issues have remained largely contained to high-yield bonds. 
We believe most major banks in developed markets have adequately provided for their 
exposure to oil- and commodity-related loans (p.2).

 � Low and negative interest rates could benefit income-oriented equities. Real estate and 
infrastructure look interesting. However, bank margins are likely to be pressured (p.3).

 � Political risks are rising in many regions. Particularly in the UK, Europe and the US, there is 
more risk to investment decisions posed by unpredictability of elections and other events (p.3).

We also explain why fundamentals suggest equities could generate positive returns this year. 
While we believe European and Japanese equities have more upside potential given recent 
underperformance, there are areas of each major market we want to own as well as avoid. In our 
view, active management is the only way to achieve this selective exposure. 

 � US: The consumer-related economy is healthy, in our view, and equity market performance 
is broadening from last year’s narrow group of winners. We emphasize stock selection to 
avoid companies more exposed to late-cycle economic challenges including revenue growth, 
earnings quality and valuation (p.5).

 � Europe: We continue to believe that European earnings growth could catch up to that of the 
US with just modest economic growth. We see a number of signs of economic recovery and 
highlight the central bank’s support. However, we note that political risks have increased (p.6).

 � Japan: Corporate reforms, high levels of cash and domestic consumption could drive equities 
higher. Skepticism on the economy and reforms remains but we believe low valuations reflect 
the uncertainty (p.7).

 � Emerging Markets (EM): The recent market rebound is stronger than fundamentals in many 
markets but we find some attractive investments across EM. We highlight e-commerce (p.8).

This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. The economic and market forecasts presented herein have been generated by GSAM for informational 
purposes as of the date of this presentation. They are based on proprietary models and there can be no assurance that the forecasts 
will be achieved. Past performance does not guarantee future results, which may vary.
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In our view, stable 
oil prices around 
current levels should 
be positive for most 
economies and 
financial markets. 
We have been 
broadly underweight 
energy across our 
portfolios but started 
to increase our 
exposure selectively 
during the quarter.

Exiting the negative macro feedback loop

As the New Year began, fears of recession and deflation generated a negative feedback loop in 
financial markets. Oil prices sank on fears of reduced demand, credit spreads widened on worries 
about defaults and equity investors lost confidence. 

Markets began to recover mid-quarter, driven primarily by rising oil prices, but investors continue 
to lack conviction given a barrage of mixed signals. As we move into the second quarter, we see 
potential for change in sentiment as we believe many macro factors are improving or will at least 
prove manageable. 

Signs of stabilization in oil markets and prices
We continue to believe that oil prices had collapsed because of oversupply rather than weak 
demand. Production volumes are declining and prices appear to be stabilizing in the high $30s 
and low $40s. If prices rise and stay above $40-45 per barrel, we believe producers may begin 
bringing supply back on line.

Equity markets have been highly correlated with oil prices

In our view, stable oil prices around current levels should be positive for most economies and 
financial markets. We have been broadly underweight energy across our portfolios but started to 
increase our exposure selectively during the quarter. In the US, we trimmed our exposure to US 
exploration and production (E&P) stocks that hit our price targets. We added to large integrated oil 
companies, where we see more upside potential. We have also shifted toward oil and away from 
heavy exposure to natural gas.

All together now: oil prices, credit, equities and banks
Energy-related defaults have so far remained in line with our expectations and have been largely 
contained within the high yield sector. Spreads have widened for some investment grade 
bonds, but we believe the issues in the energy and credit markets will likely prove manageable. 
This is largely because we believe most major banks have adequately provided for energy- and 
commodity-related loans and want to work with their customers to find a solution. 

US banks are far ahead on excess capital and asset quality, as demonstrated by their ability to pay 
dividends and buy back stock and we reiterate our view that the credit environment could stay 
benign for a long time.

Source: Datastream, as of April 5, 2016.
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We are interested 
in income-oriented 
equities, including 
real estate and 
infrastructure.

European banks in aggregate have raised nearly €800 billion since the beginning of the financial 
crisis1 and we believe the majority are in good shape. In our view, a small percentage of the 
banking system in Europe needs to be recapitalized, mostly in Italy. We continue to be more 
concerned about banks in emerging markets with exposure to oil- and commodity-related loans, 
especially those that have been slow to write down bad debts.

Interest rates and financials stocks
We believe interest rates will be the prime driver of the performance of financials stocks. The 
trajectory of rate hikes in the US is now less certain. The market is pricing in two hikes this year 
and our fixed income team views this as a reasonable estimate. In our view, US banks could 
outperform if rate hikes meet or exceed expectations but otherwise the sector could struggle, 
given low net interest margins.

European and Japanese rates are in uncharted negative territory. Negative rates are intended to 
entice companies to borrow and banks to lend but the policies could backfire, squeezing bank 
margins and earnings. We remain cautious on large Japanese banks in the near term, while in 
Europe we are more exposed to regional and retail-oriented banks.

We are interested in income-oriented equities, including real estate and infrastructure. In our 
view, real estate looks attractive in economies with supportive monetary policies, strong real 
estate fundamentals from a supply/demand perspective and low growth. Japan is a good 
example, and we favor exposure to real estate there over banks, particularly given the attractive 
valuations of many property companies. In the US, we like parts of the market with more growth 
and prudent balance sheet management. 

Rising political risks
Complex geopolitical issues and an increasingly divisive political landscape have contributed to 
the recent market uncertainty and volatility. In Europe, growing far-right and far-left influences 
could chip away at the ability of mainstream parties to work together across borders for pan-
European solutions. Polls suggest that the outcomes of the UK referendum on EU membership 
and the US presidential election remain uncertain.

Risk to investment decisions increases as predictability decreases. Political noise can at times 
drown out the low undertone of economic and corporate fundamentals and we believe the 
effect on markets to be temporary. More concerning would be a high level of political uncertainty 
that paralyzes corporate decision-making and consumer spending, which could have genuine 
economic implications.

Fundamentals point to potential for positive equity returns

Negative headlines and market signals gave investors plenty to worry about in the last few 
months and overshadowed awareness that many economic and corporate fundamentals were 
strong or improving. Fourth quarter corporate earnings across developed markets came in mostly 
in line or ahead of consensus expectations. GSAM’s growth forecasts remain modest but should 
be enough to support continued earnings growth.

1 Goldman Sachs Global Investment Research: Ample Liquidity, more capital reduce “crisis re-run” risk; P&L trends soften, February 9, 2016.
This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation 
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2016 GDP growth forecasts are modest but enough to support earnings growth, in our view

This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. The economic and market forecasts presented herein have been generated by GSAM for informational 
purposes as of the date of this presentation. They are based on proprietary models and there can be no assurance that the forecasts 
will be achieved. Past performance does not guarantee future results, which may vary. 

We also note that most developed market global purchasing managers’ indices (PMIs) remain 
above 50, indicating economic expansion, and unemployment has fallen to pre-financial crisis 
levels in the US and Japan. Both bode well for consumers.

Unemployment has fallen to pre-financial crisis levels in the US and Japan, which bodes 
well for consumers

We find that many comments and anecdotes from company management teams reflect pockets 
of health and optimism across industries and geographies. 

We continue to believe that global equities can return in the mid-single digits this year, 
predominantly driven by earnings growth. In our view, positive returns in a low (and potentially 
negative) return environment make equities attractive, particularly relative to other asset classes 
such as bonds, commodities and cash. 

While we believe European and Japanese equities have more upside potential given recent 
underperformance, there are elements of each major equity market we want to own and want 
to avoid. In our view, active management is the only way to achieve that selective exposure. In 
this section we discuss what we believe is most compelling and most challenging about each 
major region.

While we believe 
European and 
Japanese equities 
have more upside 
potential given recent 
underperformance, 
there are elements 
of each major 
market we want to 
own and want to 
avoid. In our view, 
active management 
is the only way 
to achieve that 
selective exposure.

Source: GSAM, as of April 7, 2016. 
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US: Still going strong
The US consumer-related economy is healthy, in our view. Low unemployment, recovering 
housing prices and low energy prices have supported consumption and we believe consumer 
spending can broaden from areas that have already benefitted such as autos, home improvement 
and restaurants. 

The US equity market is likely to outperform other regions if sentiment on the global economy 
is soft. We like the US equity market’s industry disruptors. They are often long-term secular 
growth winners as well as asset-light companies. We find many examples in the technology and 
healthcare sectors. 

Last year’s unusually narrow market has set up potential for many stocks that lagged to 
outperform. We also note earnings headwinds for some sectors, such as an appreciating dollar 
and declining oil prices, are subsiding. As a result, aggregate earnings for the US equity market 
could improve in 2016. 

More stocks are participating in US market gains so far this year

The US economy and equity market have moved to late-cycle, as we discussed in our last 
outlook. In the latter part of the economic cycle, companies find it harder to generate revenue 
growth, which makes growing earnings more challenging. Valuations also tend to be higher.

Currently, the gap between the operating earnings per share (EPS) and adjusted EPS in 2015 was 
18%, the highest in 25 years.2 Mounting non-cash costs, such as impairment for some energy 
companies and options for many technology companies, account for most of the difference, 
because they are excluded in adjusted EPS but reduce operating EPS. In our view, more scrutiny 
on earnings could increase the dispersion of share price returns and potentially benefit stock-
picking strategies.

The US equity 
market is likely to 
outperform other 
regions if sentiment 
on the global 
economy is soft.

2 Goldman Sachs Global Investment Research: Operating and adjusted EPS both indicate high S&P 500 valuation, March 14, 2016. 
GSAM leverages the resources of Goldman, Sachs & Co. subject to legal, internal and regulatory restrictions.
This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. The economic and market forecasts presented herein have been generated by GSAM for informational 
purposes as of the date of this presentation. They are based on proprietary models and there can be no assurance that the forecasts 
will be achieved. Past performance does not guarantee future results, which may vary. 

Source: Goldman Sachs Global Investment Research, as of March 31, 2016.
Any reference to a specific company or security does not constitute a recommendation to buy, sell, hold or directly invest in the company 
or its securities. GSAM leverages the resources of Goldman, Sachs & Co. subject to legal, internal and regulatory restrictions.
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Europe: Earnings growth potential intact
We continue to believe the primary driver for European equities is the potential for an earnings 
growth catch-up with the US. One reason we remain optimistic is because European companies, 
on average, have higher operating leverage—a higher proportion of fixed-to-variable costs—so 
their earnings benefit more from increases in sales.

We believe that economic recovery will drive an increase in revenues and note that European 
earnings could be particularly sensitive to an increase in GDP growth. An analysis from GS Global 
Investment Research shows that each percentage point increase in sales-weighted GDP (end-market 
GDP growth weighted by the revenue exposure of STOXX 600 to each end-market) increases 
earnings by 10.5 percentage points, by far the most significant macro factor driving earnings.3

On average, higher operating leverage allows European company earnings to benefit more 
from small improvements in GDP growth

Consensus expectations for Eurozone and UK growth this year are 1.50% and 2.00%, 
respectively. We believe this could be enough to kick-off enough revenue growth to further boost 
earnings growth and stock prices. We note a number of positive indicators of economic growth 
in the Eurozone: rising auto and retail sales and positive credit growth; toll road usage was up in 
France and Germany in the fourth quarter. 

In addition, the ECB remains highly focused on growth. In March, the central bank announced a 
broad set of easing measures that exceeded market expectations. 

While we are optimistic about the prospect of the domestic recovery in Europe, we acknowledge 
continued weakness in the emerging markets, which are an important end market for Europe. As 
such, we continue to favor companies more exposed to the domestic recovery and less exposed 
to EM end markets.

The whole scenario of operating leverage-driven earnings growth gets called into question if 
economic growth looks at risk. Political risks have increased, even since last quarter, and are likely 
to be dominating headlines over the next quarter.

Political uncertainty could negatively impact economic growth and corporate earnings by stalling 
corporate decisions on items including capital expenditure. We have not yet seen evidence 
of this happening. We continue to factor rising political risk into our analysis. We also believe 
valuations are currently incorporating some of this increased risk, as the discount to the US has 
once again widened.

One reason we 
remain optimistic 
is because European 
companies, on 
average, have 
higher operating 
leverage—a higher 
proportion of fixed-
to-variable costs—so 
their earnings benefit 
more from increases 
in sales.

3 Goldman Sachs global Investment Research: Profit Pathology: A macro investor’s guide to the European profit cycle, April 4, 2014.
This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. The economic and market forecasts presented herein have been generated by GSAM for informational 
purposes as of the date of this presentation. They are based on proprietary models and there can be no assurance that the forecasts 
will be achieved. Past performance does not guarantee future results, which may vary. 

Source: Goldman Sachs Global Investment Research, April 4, 2014.
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Japan: Corporate reforms, cash and domestic consumption
Corporate reforms introduced as part of Prime Minister Abe’s Three Arrows plan are having a 
meaningful impact on profitability and shareholder returns and continued progress could be a 
significant driver of equity returns.

Japanese companies have often lagged their peers in other developed markets when it comes 
to measures of profitability including return on equity (ROE) but are catching up to the developed 
market average. Many companies have also made progress on corporate governance, with 
more independent directors and further unwinding of cross shareholdings. An improvement in 
shareholder orientation has boosted share buybacks and dividends to multi-year highs. 

A high level of cash on corporate balance sheets, particularly in an environment of negative interest 
rates, means plenty of potential for more buybacks and dividends. The total value of buybacks as 
a percentage of total TOPIX market capitalization remains low, at just 0.93%, compared to 2.80% 
for the S&P500 Index.4 Similarly, extra cash could be used for dividend payments. Some estimates 
suggest payments could rise to the level of about a 2.00% yield for the TOPIX in aggregate.5 
Japanese companies might also use excess cash for mergers and acquisitions (M&A), which could 
be positive for equities, provided companies pay appropriate prices. 

Japanese households may find equities that pay dividends more attractive than cash and they are 
cash rich, with roughly 50% of assets in cash, compared to 35% in Europe and 13% in the US.6 
Pension plans are also likely to continue their re-allocation into equities.

Negative interest rates combined with record low unemployment and expectations of rising 
wage growth means consumer spending could increase. Furthermore, inbound tourism to Japan 
remains high and tourist spending is helping to boost domestic consumption. We maintain a 
favorable view on domestically-oriented companies.

The Japanese equity market also looks attractive on valuation. Despite strong earnings growth, 
Japan is the only developed equity market where valuations have fallen over the last several 
years. Approximately 50% of companies in the TOPIX are still trading below book value, although 
aggregate ROE has risen back toward the developed market average.7

Japanese equity market valuations have actually come down, despite improving 
earnings growth
January 1, 2013 to April 5, 2016

4 Goldman Sachs Global Investment Research report - Share buybacks at a new high driven by governance reforms, February 24, 2016.
5 Goldman Sachs Global Investment Research report - Sub-Zero: Opportunities & Obstacles of Negative Rates, March 2, 2016. 
6 Household financial assets from Nomura, Bank of Japan, as of September 2015.
7 Datastream, MSCI as of April 11, 2016.
This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. The economic and market forecasts presented herein have been generated by GSAM for informational 
purposes as of the date of this presentation. They are based on proprietary models and there can be no assurance that the forecasts 
will be achieved. Past performance does not guarantee future results, which may vary. 

Despite strong 
earnings growth, 
Japan is the only 
developed equity 
market where 
valuations have 
fallen over the 
last several years. 
Approximately 50% 
of companies in the 
TOPIX are still trading 
below book value, 
although aggregate 
ROE has risen back 
toward the developed 
market average.

Source: I/B/E/S, Datastream, as of April 5, 2016. Calculated using consensus calendarized FY1 period earnings per share (EPS) 
and price-to-earnings (P/E).
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A weak yen has boosted corporate profitability but so has years of restructuring. Japanese 
companies are now less sensitive to currency movement than in the past because of their higher 
margins, something we don’t think the market fully appreciates.

We believe valuations reflect some skepticism over whether economic recovery and reforms 
are taking hold. With respect to structural reforms, the process of cultural change is slow, and 
it can take time for investors to gain confidence in corporate reforms. Negative rates should 
theoretically increase spending, but could dampen consumer and business sentiment, causing 
companies to delay investments.

EM: Underweight inefficiency, overweight innovation 
Many EM markets rallied in the first quarter on rising oil prices and the expectation that China 
may re-boot investment to spur flagging economic growth. The rally underscores why we 
continue to invest in companies across EM, regardless of our view on a country’s economic 
outlook. Fundamentals in many countries are not improving in the way that they are in some 
developed markets. We believe Brazil, Russia and South Africa face further challenges as 
continued low oil and commodity prices are beginning to affect consumption, but we continue 
to believe India has the best macroeconomic outlook. 

We remain cautious on state-owned enterprises (SOEs) across most of EM as they have 
objectives other than maximizing shareholder returns. Having significantly less exposure to some 
of these large benchmark weightings allows us extra capital to invest in more innovative parts of 
the market.

We find many interesting opportunities related to the evolving EM consumer, especially with 
regard to e-commerce. India has one billion mobile users and will likely have 800 million 
smartphones users by 2020. Currently, only 1.00% of retail sales in India are online,8 compared 
to 14% in South Korea9 and 12% in China.10 

One of the key questions we continue to consider is how local and global competitors will share 
the EM retail marketplace, both on the ground and online. Already, several Indian companies 
are racing to dominate internet retailing in the way that Amazon and Alibaba have done in the 
US and China, respectively. We believe a growing e-commerce ecosystem is likely to spawn 
development in financial technology and other internet-related development. 

Other EM consumer markets are continuing to change in ways that will create new winners 
and losers in the retail market. In China, customer traffic has shifted away from hyper-markets 
to e-commerce within the last decade. Many companies we speak with have also noted an 
increasing focus on value for money from Chinese consumers, some of which can be attributed 
to being able to easily compare prices on the internet. Tourism, which is booming in China, is 
also increasingly moving online. We continue to favor companies exposed to the growth of 
e-commerce as well as other areas of consumer growth such as travel, tourism, wellness and 
leisure activities.

The rally underscores 
why we continue to 
invest in companies 
across EM, 
regardless of our 
view on a particular 
country’s economic 
outlook.

8 Morgan Stanley India Internet Primer, February 2016.
9 KOSIS and BAML Equity Research, as of February 2016. 
10 iResearch, as of December 2015.
This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. The economic and market forecasts presented herein have been generated by GSAM for informational 
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Return to fundamentals

Equity markets seem to be exiting the macro feedback loop. The second quarter has thus 
far offered a chance to look at the fundamentals and see that opportunities for positive gains 
remain. As fundamental equity investors, we take some comfort in the ability to ground our 
views and portfolio decisions in objective and detailed analysis from a wide variety of primary 
sources. While markets will undoubtedly go through periods where fundamentals are ignored 
or discounted, we believe stocks will ultimately trade on their earnings growth potential. While 
each major regional market has its challenges, we believe they all offer plenty of companies with 
strong fundamentals and stocks with upside potential.

This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation 
to buy or sell securities. The economic and market forecasts presented herein have been generated by GSAM for informational 
purposes as of the date of this presentation. They are based on proprietary models and there can be no assurance that the forecasts 
will be achieved. Past performance does not guarantee future results, which may vary. 
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General Disclosures

Emerging markets securities may be less liquid and more volatile and are subject to a number of additional risks, including but not 
limited to currency fluctuations and political instability.

International securities may be more volatile than investments in US securities and will be subject to a number of additional risks, 
including but not limited to currency fluctuations and political developments.

Equities are subject to market risk, which means that the value of the securities may go up or down in response to the prospects of 
individual companies, particular sectors and/or general economic conditions.

Investments in commodities may be affected by changes in overall market movements, commodity index volatility, changes in interest 
rates or factors affecting a particular industry or commodity. 

Energy infrastructure companies may be adversely affected by changes in worldwide energy prices, exploration, reduction 
spending, government regulation, and changes in exchange rates, depletion of natural resources and the risks that arise from 
extreme weather conditions.

This material is provided for informational purposes only and should not be construed as investment advice or an offer or solicitation to 
buy or sell securities.

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM 
IT WOULD BE UNAUTHORIZED OR UNLAWFUL TO DO SO. 

Prospective investors should inform themselves as to any applicable legal requirements and taxation and exchange control regulations in 
the countries of their citizenship, residence or domicile which might be relevant.

Views and opinions expressed are for informational purposes only and do not constitute a recommendation by GSAM to buy, sell, or 
hold any security. Views and opinions are current as of the date of this presentation and may be subject to change, they should not be 
construed as investment advice.

References to indices, benchmarks or other measures of relative market performance over a specified period of time are provided for 
your information only and do not imply that the portfolio will achieve similar results. The index composition may not reflect the manner 
in which a portfolio is constructed. While an adviser seeks to design a portfolio which reflects appropriate risk and return features, 
portfolio characteristics may deviate from those of the benchmark.

Index Benchmarks
Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as applicable, but do not reflect the 
deduction of any fees or expenses which would reduce returns. Investors cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by investors, and reflect those indices 
that the Investment Manager believes, in part based on industry practice, provide a suitable benchmark against which to evaluate the 
investment or broader market described herein. 

The MSCI World Index is a capitalisation weighted index that monitors the performance of stocks from around the world. 

The “Standard & Poor’s S&P 500 Index” is an index based on the prices of the securities of 500 different companies, 400 of which are 
industrial, 40 of which are utility, 40 of which are financial and 20 of which are transportation companies.

The TOPIX is a free-float adjusted market-capitalization weighted index that is calculated based on all the domestic common stocks 
listed on the TSE First Section.

The MSCI EM (emerging markets) Index is designed to measure the performance of the large and mid-cap segments of the market, 
covering approximately 85% of the EM equity universe.

The MSCI Europe Index captures large- and mid-cap representation across 15 developed markets in Europe. The index covers 
approximately 85% of the free float-adjusted market capitalisation across the developed European equity universe.

Although certain information has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness 
or fairness. We have relied upon and assumed without independent verification, the accuracy and completeness of all information 
available from public sources.

The portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. 

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of the date of this presentation and 
are subject to change without notice. These forecasts do not take into account the specific investment objectives, restrictions, tax and 
financial situation or other needs of any specific client. Actual data will vary and may not be reflected here. These forecasts are subject 
to high levels of uncertainty that may affect actual performance. Accordingly, these forecasts should be viewed as merely representative 
of a broad range of possible outcomes. These forecasts are estimated, based on assumptions, and are subject to significant revision and 
may change materially as economic and market conditions change. Goldman Sachs has no obligation to provide updates or changes to 
these forecasts. Case studies and examples are for illustrative purposes only.

This information discusses general market activity, industry or sector trends, or other broad-based economic, market or political conditions 
and should not be construed as research or investment advice. This material has been prepared by GSAM and is not financial research 
nor a product of Goldman Sachs Global Investment Research (GIR). It was not prepared in compliance with applicable provisions of law 
designed to promote the independence of financial analysis and is not subject to a prohibition on trading following the distribution of 
financial research. The views and opinions expressed may differ from those of Goldman Sachs Global Investment Research or other 
departments or divisions of Goldman Sachs and its affiliates. Investors are urged to consult with their financial advisors before buying or 
selling any securities. This information may not be current and GSAM has no obligation to provide any updates or changes.

The Global Industry Classification Standard (GICS) was developed by and is the exclusive property and a service mark of Morgan Stanley 
Capital International Inc. (MSCI) and Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. (S&P) and is licensed for use by 
Goldman Sachs. Neither MSCI, S&P nor any other party involved in making or compiling the GICS or any GICS classifications makes any 
express or implied warranties or representations with respect to such standard or classification (or the results to be obtained by the use 
thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a 
particular purpose with respect to any of such standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, 
any of their affiliates or any third party involved in making or compiling the GICS or any GICS classifications have any liability for any direct, 
indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.
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Past performance does not guarantee future results, which may vary. The value of investments and the income derived 
from investments will fluctuate and can go down as well as up. A loss of principal may occur.

This presentation has been communicated in Canada by GSAM LP, which is registered as a non-resident adviser under securities 
legislation in certain provinces of Canada and as a non-resident commodity trading manager under the commodity futures legislation 
of Ontario. In other provinces, GSAM LP conducts its activities under exemptions from the adviser registration requirements. In certain 
provinces GSAM LP is not registered to provide investment advisory or portfolio management services in respect of exchange-traded 
futures or options contracts and is not offering to provide such investment advisory or portfolio

List of permitted countries for distribution: Austria, Belgium, Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland, France, 
Germany, Gibraltar, Greece, Hungary, Iceland, Ireland, Italy, Latvia, Liechtenstein, Lithuania, Luxembourg, Malta, Netherlands, Norway, 
Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden

United Kingdom and European Economic Area (EEA): In the United Kingdom, this material is a financial promotion and has been 
approved by Goldman Sachs Asset Management International, which is authorized and regulated in the United Kingdom by the Financial 
Conduct Authority.

Asia Pacific: Please note that neither Goldman Sachs Asset Management International nor any other entities involved in the Goldman 
Sachs Asset Management (GSAM) business maintain any licenses, authorizations or registrations in Asia (other than Japan), except that 
it conducts businesses (subject to applicable local regulations) in and from the following jurisdictions: Hong Kong, Singapore, Malaysia, 
and India. This material has been issued for use in or from Hong Kong by Goldman Sachs (Asia) L.L.C, in or from Singapore by Goldman 
Sachs (Singapore) Pte. (Company Number: 198602165W) and Goldman Sachs Asset Management (Singapore) Pte. Ltd. (Company 
Number: 201329851H), in or from Malaysia by Goldman Sachs (Malaysia) Sdn Berhad ( 880767W) and in or from India by Goldman Sachs 
Asset Management (India) Private Limited (GSAM India).

Australia: This material is distributed in Australia and New Zealand by Goldman Sachs Asset Management Australia Pty Ltd ABN 41 
006 099 681, AFSL 228948 (’GSAMA’) and is intended for viewing only by wholesale clients in Australia for the purposes of section 761G 
of the Corporations Act 2001 (Cth) and to clients who either fall within any or all of the categories of investors set out in section 3(2) or 
sub-section 5(2CC) of the Securities Act 1978 (NZ) and fall within the definition of a wholesale client for the purposes of the Financial 
Service Providers (Registration and Dispute Resolution) Act 2008 (FSPA) and the Financial Advisers Act 2008 (FAA) of New Zealand. 
GSAMA is not a registered financial service provider under the FSPA. GSAMA does not have a place of business in New Zealand. In 
New Zealand, this document, and any access to it, is intended only for a person who has first satisfied GSAMA that the person falls 
within the definition of a wholesale client for the purposes of both the FSPA and the FAA. This document is intended for viewing only by 
the intended recipient. This document may not be reproduced or distributed to any person in whole or in part without the prior written 
consent of GSAMA. This information discusses general market activity, industry or sector trends, or other broad based economic, market 
or political conditions and should not be construed as research or investment advice. The material provided herein is for informational 
purposes only. This presentation does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or 
solicitation is not authorized or to any person to whom it would be unlawful to make such offer or solicitation.

Japan: This material has been issued or approved in Japan for the use of professional investors defined in Article 2 paragraph (31) of 
the Financial Instruments and Exchange Law by Goldman Sachs Asset Management Co., Ltd.

Switzerland: For Qualified Investor use only – Not for distribution to general public. This document is provided to you by 
Goldman Sachs Bank AG, Zürich. Any future contractual relationships will be entered into with affiliates of Goldman Sachs Bank AG, 
which are domiciled outside of Switzerland. We would like to remind you that foreign (Non-Swiss) legal and regulatory systems may not 
provide the same level of protection in relation to client confidentiality and data protection as offered to you by Swiss law.

This material is provided at your request for informational purposes only. It is not an offer or solicitation to buy or sell any securities.

1. General Information: Goldman Sachs AG is a stock corporation (Aktiengesellschaft) established under German law with its 
registered seat in Friedrich-Ebert-Anlage 49 (MesseTurm), 60327 Frankfurt am Main, Germany, Tel: +49 (0)69 7532 1000. For further 
information on Goldman Sachs AG and its services please ref er to your Goldman Sachs contact.
Goldman Sachs AG is authorised and regulated by the Federal Financial Supervisory Authority (Bundesanstalt für 
Finanzdienstleistungsaufsicht), Graurheindorfer Str. 108, 53117 Bonn and Lurgiallee 12, 60439 Frankfurt am Main, Germany. Goldman 
Sachs AG provides certain services including reception and transmission of orders in relation to one or more financial instruments, 
portfolio management and investment advice as well as advice to undertakings on capital structure, industrial strategy and related 
matters and advice and services relating to mergers and the purchase of undertakings.
Communication between Goldman Sachs AG and its clients will be in English and/or German, generally orally, in writing (including fax), 
by email or other electronic means. Please note, however, that orders for the purchase or sale of financial instruments must be given to 
Goldman Sachs AG orally unless explicitly agreed with Goldman Sachs AG otherwise.

2. Client Classification: Based on the information available to Goldman Sachs AG, Goldman Sachs AG will categorise you as a 
professional client and you will benefit from those regulatory protections afforded to that category of client under the WpHG. You should 
be aware that professional clients will not be entitled to certain protections afforded by the WpHG to retail clients. Goldman Sachs AG 
will provide you with further information on client classification upon request.

3. Nature, Frequency And Timing Of Reports: Generally, Goldman Sachs AG does not execute orders, but will place them with 
executing brokers, including Goldman Sachs group companies. Goldman Sachs AG will not send the client a trade confirmation but 
Goldman Sachs AG will endeavour that the executing broker will provide the trade confirmation as soon as possible and no later than 
legally required.
Upon request, Goldman Sachs AG provides the client with information about the status of his order.

4. Holding Of Financial Instruments And Client Monies: Generally, Goldman Sachs AG does not hold custody over any of its clients’ 
assets or client money. Matters of custody and client money will be dealt with by the respective custodian under its respective governing 
law. Further details are available on request.
However, Goldman Sachs AG is a member of the Compensation Scheme of German Banks (Entschädigungseinrichtung deutscher Banken 
GmbH) and the Deposit Scheme of the Association of German Banks (Einlagensicherungsfonds des Bundesverbandes deutscher Banken).

5. Order Execution: Goldman Sachs AG has put in place arrangements that enable Goldman Sachs AG to comply with applicable 
requirements in relation to best execution as they apply to investment firms providing services of reception and transmission including 
an execution policy (the “Execution Policy”) information on which is set out below.
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5.1 Scope of the Execution Policy: Goldman Sachs AG’s Execution Policy applies to clients of Goldman Sachs AG when Goldman 
Sachs AG receives and transmits orders on behalf of clients and places them with Goldman Sachs AG affiliates or third parties, in each 
case in respect of financial instruments covered by MiFID and the German Securities Trading Act (Wertpapierhandelsgesetz or “WpHG”).

5.2 The Relevant Obligation: When Goldman Sachs AG receives and transmits an order on behalf of a client or places an order 
with another entity (including affiliates of Goldman Sachs AG) for execution Goldman Sachs AG will, subject to any specific client 
instructions, take all reasonable steps to obtain the best possible result taking into account the factors identified in accordance with 
Goldman Sachs AG’s Execution Policy. In such circumstances, Goldman Sachs AG will either determine the ultimate execution venue and 
give the other broker or dealer a specific instruction to that effect, or Goldman Sachs AG will have satisfied itself that the other broker or 
dealer has arrangements in place to enable Goldman Sachs AG to comply with its best execution obligation.
When Goldman Sachs AG quotes or negotiates with a client the terms of a transaction in which an affiliate is willing to deal with such 
client as principal for its account, therefore the Execution Policy will not apply, unless a client requests otherwise and Goldman Sachs 
AG agrees to such request

5.3 Executing Firms: Goldman Sachs AG includes in its Execution Policy details of the various executing firms which it accesses for 
each of the financial instruments covered by MiFID or WpHG in respect of which Goldman Sachs AG places or transmits orders to other 
entities for execution. Goldman Sachs AG includes those execution firms in its Execution Policy that it believes enable Goldman Sachs 
AG to obtain on a consistent basis the best possible result when placing client orders.
Goldman Sachs AG will usually transmit the orders received for execution to an executing firm for all financial instruments (including 
equities and fixed income instruments) to a third party or to one of Goldman Sachs AG’s affiliates such as Goldman Sachs International, 
London, to Goldman, Sachs & Co., New York, and to Goldman Sachs Bank AG, Zurich.

5.4 Relevant Factors: In circumstances where a client has been classified as a professional client, subject to any specific instructions 
that Goldman Sachs AG accepts from clients, Goldman Sachs AG takes into account a range of factors that allow Goldman Sachs 
AG to comply with its requirements in relation to best execution as they apply to investment firms providing services of reception 
and transmission of orders. These may include price, costs, speed, likelihood of execution and settlement, together with any other 
consideration relevant to the order.
In determining what is the best possible result for a client, Goldman Sachs AG does not compare the results that can be achieved for 
a client on the basis of its Execution Policy and fees with results that might be achieved for a client by another investment firm on the 
basis of that firm’s execution policy or a different structure of commission or fees, nor does Goldman Sachs AG compare the differences 
in its own commissions or fees which are attributable to the nature of the services that Goldman Sachs AG provides to clients.

5.5 Monitoring and Review: Goldman Sachs AG monitors the effectiveness of its order execution arrangements and Execution Policy on 
an ongoing basis to identify and implement any appropriate enhancements. In addition, Goldman Sachs AG regularly reviews whether the 
brokers and dealers to whom it transmits orders for execution and with whom Goldman Sachs AG may place orders provide for the best 
possible result for its clients on a consistent basis and whether Goldman Sachs AG needs to make changes to its execution arrangements.
Goldman Sachs AG will notify its clients of any material changes of its Execution Policy.

6. Conflicts of Interest and Inducements: Goldman Sachs AG and its European affiliates (“Goldman Sachs”) offer a wide range of 
financial services to many clients. The broad range of services, such as investment research, investment advice, trading, asset management, 
corporate finance business including underwriting or selling in an offering of securities and advising on mergers and acquisitions, and the 
diverse group of clients and products may give rise to a number of competing interests. Goldman Sachs has established, implemented and 
maintains a written conflicts of interest policy which reflects its approach to managing such competing interests.
Goldman Sachs has identified circumstances with reference to specific services and activities, which may give rise to a conflict of 
interest entailing a material risk of damage to the interests of one or more of its clients.
To manage such conflicts Goldman Sachs has principles, procedures and measures that are designed to ensure that the services provided 
or activities conducted are carried out with integrity and an appropriate degree of independence to protect the interests of clients.
These principles, procedures and measures include the prevention or control of information exchange, appropriate organisational 
structures and supervisory roles (to prevent inappropriate influence of one person over another, or the involvement of a person where 
such involvement could impair the proper management of conflicts of interest), and avoiding any direct link between the remuneration of 
employees and revenues generated by them.
The policy provides that in certain circumstances it may be appropriate for Goldman Sachs to disclose the general nature of a conflict of 
interest to a client.
Goldman Sachs AG does not provide investment advice as a fee based investment adviser. Goldman Sachs AG may accept and retain 
fees received from third parties in connection with investment advice. Further details of Goldman Sachs’ conflicts of interest policy are 
available on request.

7. Statement of Risks and Nature of Financial Instruments: A client should not deal in a financial instrument unless such client 
understands the nature and associated risk. A client should also be satisfied that the product is suitable in light of the client’s 
investment objectives, risk affinity, other personal circumstances and the client’s financial position. Goldman Sachs AG holds available 
the information on risks and nature of financial instruments.

8. Cost and Associated Charges: The actual amounts will depend on the service provided to a client. Each client will be provided with 
information on applicable fees and their method of calculation in writing prior to the provision of an investment service.
If you would like additional information on Goldman Sachs AG or any of its affiliates contact your usual Goldman Sachs representative.

Confidentiality:

No part of this material may, without GSAM’s prior written consent, be (i) copied, photocopied or duplicated in any 
form, by any means, or (ii) distributed to any person that is not an employee, officer, director, or authorized agent of 
the recipient.
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