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In our special year-end edition of Top of Mind,

Charts and quotes from this year’s pieces and our annual crossword you’ll find.
They all tell the story of a very eventful 2024,

Characterized by four key themes we explored.

.

The year featured elections, geopolitical tensions, and war,

As voters in over 70 nations decided whether to cast their leaders ashore.
Notably, the US elected Former President Donald Trump to again lead,
Raising policy uncertainty and trade tensions amid already rough seas.

2024 was also the year many G10 central banks began cutting rates,

But different growth-inflation mixes led to divergence in start dates.

The Fed’s relatively late start raised questions of whether it waited too long,
Though those who warned about recession have (so far) been proven wrong.

Amid all that, Europe and China once again attracted attention,

With their struggling economies warranting investor apprehension.
And the US election outcome only worsened these concerns,

With the trade and geopolitical landscape potentially taking many turns.

eIy,

Finally, disruptive innovations once again drove the markets and industry trends,
As “miracle drug” GLP-1s and especially gen Al technology continued to ascend,
Which fueled concerns over market concentration and capex spend.

We hope these themes and their corresponding charts delight you,

And our crossword, which you can solve by reading this year’s pieces, excites you.
Thank you for your readership, and hope your holidays are bright and merry,
We're looking forward to engaging with you again in January.

Allison Nathan Jenny Grimberg Ashley Rhodes
allison.nathan@gs.com jenny.grimberg@gs.com ashley.rhodes@gs.com

Investors should consider this report as only a single factor in making their investment decision. For
Reg AC certification, see the end of the text. Other important disclosures follow the Reg AC certification,

or go to www.gs.com/research/hedge.html.

The Goldman Sachs Group, Inc.
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Revisiting 2024 themes, crossword-style
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4. Kevin Hassett, Chair of the Council of Economic Advisers during Trump’s 27. In September, Former President of the New York Fed Bill Dudley argued
first term, whom Trump has appointed to lead the National Economic that just as the Fed was behindthe ____ inraising rates in this cycle,
Council in his second term, strongly supports tariffs (Issue 132). itwas behindthe ____ inlowering rates to move closer to a neutral
6. Former European Commission President José Manuel Barroso argues ~ Policy stance {Issue 131).
that underappreciated economic between EU countries provide 28. Potential maritime disruption in the Straitof ____ would likely
a strong incentive for the European Union to remain united (Issue 130). send oil prices sharply higher given that nearly 20% of global oil supplies
8. The market of the largest US stock relative to the 75th flow through the Strait ({Issue 126).
percentile stock suggests that the current level of market concentration
is the highest since 1932 (Issue 133). Down:
9. According to the rule, a rise in the 3-month moving average 1. GS economists estimate that each 1pp increase in the US effective tariff
of the US unemployment rate of at least 0.5pp above its 12- month low rate increases US core prices by slightly over 0.1% (Issue 132).
has, since 1970, always been accompanied by a recession (Issue 131). 2. According to former Chief Economist and ECB Executive Board member
10. Former FTC Commissioner Noah Phillips says that investors expecting  Peter Praet, the major exception to generally unsuccessful experiences of
less regulatory scrutiny of big tech firms in Trump’s second administration  ECB policy divergence occurred in 2013 (Issue 128).
will likely be (Issue 133). 3. Veteran diplomat Richard Haass sees a global trend of “democratic
12. In September, GS Chief US Economist David Mericle argued that the " (Issue 125).
US economy was not experiencing a layoff that would be 5. According to Peking University Guanghua School of Management'’s
hard for policymakers to counteract {Issue 131). Michael Pettis, “China doesn’t just need more absolute L it
13. The far-right gained a significant number of seats in the European needs more relative to production” (Issue 134).
earlier this year, setting the stage for domestic political 7. GS equity strategists estimate that each 1pp change in the statutory
challenges in some countries (Issue 130). domestic rate would shift S&P 500 EPS by slightly less
14. Historically, the monetary policy cycles of major central banks have than 1% (Issue 132).
been marked more by convergence than (Issue 128). 8. GS Chief US Equity Strategist David Kostin argues that investors need
15. According to DHL CEO Tobias Meyer, disruptions to trade to worry about market because history suggests high
have generally been a larger worry than physical disruptions (Issue 126). is associated with lower returns over longer horizons (Issue 133).
18. According to Admiral James Stavridis, undersea cables present an 11. Instances of the ECB leading the Fed in terms of the monetary policy
enormous maritime risk given that the global internet runs on five cycle are relatively (Issue 128).
of these cables (Issue 126). 12. A meaningful obstacle to further growth and adoption of GLP-1
21. Mass General Hospital's Dr. Fatima Cody Stanford believes that while  medications has been a shortfall of relative to demand
GLP-1 medications are a promising tool for achieving weight loss and health for the products (Issue 127).
benefits for many, they won't solve the crisis {Issue 127). 16. GS Senior Global Economist Joseph Briggs estimates as much as
22. GS Head of Global Equity Research Jim Covello questions whether the % cumulative gross upside to US labor productivity and GDP
enormous spending on Al technologies will ever earn an adequate growth following the widespread adoption of generative Al tech (Issue 129).
(Issue 129). 17. Heading into 2024, voters in over nations/territories—
24. GS Chief European Economist Jari Stehn finds that even if President-  representing over half the world's population—were expected to go to the
elect Trump doesn't end up imposing steeper tariffs on Europe, the polls (Issue 125).
around trade policy would likely prove damaging for 19. Some debate exists around whether China’s recently announced local
European growth, as it did during the 2018-19 trade war {Issue 130). government swap program will be effective in alleviating
25. According to MIT's Dr. Jonathan Gruber, if 40% of Americans with local financing pressures (Issue 134).
obesity took GLP-1s, the at current prices would exceed the 20. As of February 1, prediction markets were putting odds of President
benefits of reduced obesity-related conditions by ~$800bn/year—almost as Biden being on the ballot come November slightly the
much as the government spends on the entire Medicare program (Issue 127). odds of President Trump (and they were proven right) (Issue 125).
26. were the sole bright spot in China’s economy in 2024, 23. MIT's Daron Acemoglu estimates that only a of
but the threat of steeper US tariffs highlights the need for China to find a Al-exposed tasks will be cost-effective to automate within the next 10
new engine of sustainable economic growth (Issue 134). years (Issue 129).

Puzzie made at www.puzzle-maker.com.
Solutions on pg. 42.
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of our 2024 inte

I . . “Just as the Fed was behind the
: s?rongly St{ppon reclgrocal taf'ff,s' curve in raising interest rates in this

which cOl.JId |mpr?ve fa.lrness W|tI?|n cycle, the Fed is now behind the

our trading relationships. When it curve in lowering rates to move

comes toha url:lver.sal tarI:f, iz . closer to a neutral policy stance.”
question is then how it would co-exist — Bill Dudley, Former President, New York

with reciprocal tariffs... but that would Federal Reserve “If you ask people what the
e bl?i worlc(led cl))ut,. andl Cc:ln?ress (Issue 131, September 3) internet runs on, most will
_ Ke\‘:;:l:-la:se:tt t:or:\Ie':'vgh‘;eirl;lan of am confident that policymakers will make say satellites. But it
N 2 N X the necessary changes to support growth... actually runs on less than
the .Counc.ll of Economic AdVI.sers and But... these adjustments won't be one and 500—not millions, not tens
Incom:lcgol:::::coé‘t):(:‘:ftlonal dct).ne; Ipolltl:_)ll(makelrs lel ﬁ:a(:yallyfjack up L o s
stimulus, like replacing the tire ot a car. .
(Issue 132, October 21) — David Li, Professor, Tsinghua University cables embedded in the
(Issue 134, December 11) deepest parts of the sea.
“A more hawkish Fed could threaten Euro These cables are a point of
area growth by tightening global financial ~ “Given the focus and architecture of generative  jmmense vulnerability.”
conditions, which is why I'm particularly Al technology today... t.ruly transform:i\tlve ~ Admiral James Stavridis,
worried about Wlhat could r|1|e alheafj forUS  changes won't happen quickly and few—if any—  Former Supreme Allied
B P;‘;?”F?r':e'i pFC[’]r';yeEOCS;itefeEs;‘;tm't o will likely occur within the next 10 years.” Commander, NATO
Executive Board member, ECB - Daron Acemoglu, Institute Professor, MIT, (Issue 126, March 12)
(Issue 128, May 21) Winner of the 2024 Nobel Prize in Economics

(Issue 129, June 25)

“Amid the dozens of elections “Europe’s longer-term outlook is...

taking place this year, the "Despite worries about the rise of political concerning, as the region is facing several
importance of the US election nationalism and extremism in Europe, structural challenges that I am worried it
dwarfs every other. It’s difficult external factors... are likely to continue lacks the political capacity to tackle.”
to overstate just how much pushing the Union toward more—not less— —Jean Pisani-Ferry, Senior Fellow,
hinges on it.” integration over the medium term." Bruegel and the Peterson Institute of
— Richard Haass, Former - José Manuel Barroso, Former President of International Economics
President, Council on Foreign the European Commission and Prime (Issue 130, August 1)
Relations Minister of Portugal
(Issue 125, February 1) (Issue 130, August 1) “Al technology is exceptionally expensive,
“Regulatory disruptions “If the historical pattern persists, high and to justify those costs, the technology
have been a large and l(c)ong?gtg{it?gotsstazniogtiﬁci; ?Eght must bt:‘ ?l:?tt.o st:l;e comp(;tix :roblems,
. W urns ov X i i =
generally underappreciated which it isn t designed to do
decade than would have been the case - Jim Covello, Head of Global Equity
feature of global trade.” in a less concentrated market.” '
. . S . Research, Goldman Sachs
— Tobias Meyer, — David Kostin, Chief US Equity
. (Issue 129, June 25)
CEO, DHL Group Strategist, Goldman Sachs

(ssue 133, November 25) “There is substantial reason to believe that

the Trump Administration will remain fairly
“Like other important economic concepts... the Sahm Rule aggressive in the pursuit of antitrust
is all about the demand story, and if we've learned anything prosecutions and blocking mergers in the
over the past 4.5 years since the pandemic began, it's that tech sector and beyond.”

the supply story is also incredibly important.” - Wesih Bhtllies, Dowusc BIC Comibgglonet,
Co-Chair of the Antitrust Practice, Cravath

(Issue 126, March 12)

- Claudia Sahm, Former Section Chief, Federal Reserve i k) e )
Board of Governors
(Issue 131, September 3) “China doesn't just need more absolute consumption.

It needs more consumption relative to production...

“If 40% of all Americans with obesity took these [GLP-1] drugs
attempting to increase consumption by continuing to

at current prices... [the bill] would total over $1 trillion

annually... That is almost as much as the government spends subsidize the supply side of the economy will only
on the entire Medicare program... So, it's a staggering figure.” worsen the current imbalance in the economy.”
— Jonathan Gruber, Professor of Economics and Chairman of - Michael Pettis, Professor, Peking University's
the Economics Department, MIT Guanghua School of Management
(BT Bl (Issue 134, December 11)
“If I were still at the Fed, I'd want to keep all of my policy options “The common feature of all but one [European election]—the
open. If you hear certain Fed speakers sounding hawkish, | would UK election—is a growing concern that the hard-right populist
encourage ohservers not to overreact—this rhetoric may be in parties... will do very well and pull the EU sharply right.”
service of keeping optionality.” - Timothy Garton Ash, Professor of European Studies,
— Rob Kaplan, Former President, Dallas Federal Reserve University of Oxford
(Issue 131, September 3) (Issue 125, February 1)

Note: All qguotes came from interviews that appeared in GS Top of Mind reports in 2024.
Source: Goldman Sachs GIR.

Goldman Sachs Global Investment Research



Top of Mind Special Issue

The year featured elections, geopolitical tensions, and war,

4 -

M As voters in over 70 nations decided whether to cast
their leaders ashore.

Notably, the US elected Former President Donald Trump to
again lead,

Raising policy uncertainty and trade tensions amid already
rough seas.
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...voters in 70+ nations went to the polls

Voters in more than 70 nations and territories—representing over half the world population—went to the polls this year

[l Bangladesh General elections Azerbaijan Presidential elections
h Comoros Presidential elections

- Belarus Parliamentary elections

January
s Finland Presidential elections ™ cambodia Senate elections
BBl Taiwan Presidential and legislative elections memm Costa Rica Municipal elections
S5 Tuvalu General elections "= EI Salvador General elections
February B hgonesia General elections
. Iran Legislative elections P Jamaica Local elections
Portugal Legislative elections March Pakistan General and provincial elections
. ) ) arc
B Russia Presidential elections — . - . g
= Spain Galician regional elections
Slovakia Presidential elections
UL )7 e e BB Maldives Parliamentary elections
Pakistan Presidential elections = India General elections through May
Wl senegal Presidential elections ° April SME North Macedonia Presidential elections
=- 4l Solomon Islands General elections
Dominican Republic General elections o )
- P 1@} South Korea Legislative elections
Lithuania Presidential elections =
— May ® mam Croatia Parliamentary elections
5@ North Macedonia Parliamentary elections T Ty S,
i! Panama General elections % Spain Basque regional elections
o 2] . . . . )
E‘E United Kingdom Local elections EE= Togo Parliamentary elections
I I Chad Presidential elections ; . )
o I I Belgium Federal and regional elections
BP= South Africa General elections . .
“ EU Parliamentary elections
. =|= Iceland Presidential elections
BN Rwanda General elections June .
; o——— I Ireland Local elections
EIE United Kingdom General elections July + . Malta Local elections
@l Venezuela Presidential elections Mauritania Presidential elections
o IsI Mexico General and local elections
B Germany Saxony, Thuringian, and
Brandenburg state elections P Mongolia Pariiamentary elections
I Russia Regional elections I I France Legislative elections
= Austria Legislative elections #m San Marino General elections
I sriLanka Presidential elections August
. . ) . September @ ¥ Australia Northern Territory general elections
'— Algeria Presidential elections —0 -
B hdonesia Local elections . i i i i
ﬁ Australia Capital Territory general elections
B 11ouritius General elections and Queensland state elect/ons'
October kl Bosnia and Herzegovina Bosnia
Palau General elections municipal elections
#E= United States Presidential, Congressional, Brazil Municipal elections
= Gubernatorial, & State Legislative elections November +|+ Georgia Parliamentary elections
% Namibia General elections F Mozambique General elections
- . .
mmm /celand Parliament elections Uruguay General elections
— ;
= Botswana General elections
== Georgia Presidential elections December Bl motdova Presidential elections
- e
_’ Ghana General elections B Lithuania Parliamentary elections
=M= Croatia Presidential elections KA 7unisia Presidential elections
South Sudan General elections
Postponed
Ukraine Presidential elections (election postponed I I Romania Presidential elections (results of the
given that Ukraine is still operating under martial law) first round of the election were annulled)

Note: Italicized elections have already taken place.
Source: The Economist, various news sources, Worldometer, Goldman Sachs GIR.
Exhibit originally appeared in Issue 125: 2024: the year of elections.
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d in the US...

An overview of where Trump stands on key issues as detailed by his campaign platform, speeches, and interviews.

e Extend the 2017 tax cuts set to expire at the end of 2025 indefinitely (including preserving the lower tax rates, larger
standard deduction, bigger child tax credit, higher estate tax exemption, and a tax break for closely held businesses)

e End income taxes on Social Security benefits

e Eliminate taxes on tips for millions of restaurant and hospitality workers

e Eliminate tax on overtime

e Make interest paid on auto loans tax deductible

e Eliminate US taxation of Americans living abroad

e Fully restore state and local tax deductibility

Personal Tax

e Lower corporate tax rate to 15% from 21% for domestic manufacturers
Repeal the green incentives in the Inflation Reduction Act (IRA)

Corp
Tax
[ ]

Impose reciprocal tariffs on US imports equal to the rates trading partners impose on US exports

e 10% to 20% universal baseline tariff on all imports

e 60% tariff on all imports from China and revoke Permanent Normal Trade Relations (PNTR) for China
e Impose tariffs on certain autos from Mexico and possibly from other trading partners

What he’s said since the election:

e 25% tariff on all imports from Canada and Mexico

Additional 10% tariff on all imports from China

Lower housing costs by cutting regulation and opening parts of federal lands for new home construction
Lift hurdles to oil and gas development and power plant construction, as well as expand LNG exports/distribution, to
boost energy supplies and help contain energy prices

e Bring manufacturing jobs back to the US; ban companies that outsource jobs from doing business with the government
What he’s said since the election:
¢ Consider raising the federal minimum wage

[ ] [ ]

e Reduce immigration

e Strengthen Immigration and Customs Enforcement (ICE)
e Increase penalties for illegal entry and overstaying visas
e Deport unauthorized immigrants currently in the US
What he’s said since the election:

Allow Dreamers to remain in the country

e Eliminate birthright citizenship

Immigration

e Bring down prescription drug costs and healthcare costs overall

e Increase transparency, promote choice and competition, and expand access to new affordable healthcare and
prescription drug options

e Protect Medicare, and ensure seniors receive the care they need without excessive costs

Healthcare

e Repeal the IRA subsidies for green technologies

e Lift hurdles to oil and gas development as well as power plant construction
e Expand LNG exports

e Reverse restrictions on greenhouse gas emissions

What he’s said since the election:

e “Focus on drill, baby, drill”

Energy & the
environment

e Open limited portions of federal lands to allow for new home construction
e Promote homeownership through tax incentives and support for first-time buyers

o Allow input from the president on Fed policy

e Ensure other NATO members meet the requirement to spend at least 2% of GDP on defense
e End US aid to Ukraine; end the war in Ukraine through a negotiated settlement with Russia

e Get the conflict in the Middle East “settled”

What he’s said since the election:

o Consider pulling the US out of NATO if members don’t “pay their bills”

Note: Not an exhaustive list of all policies.
Source: Trump-Vance campaign website, campaign documents, NBC, NY Times, WSJ, various news sources, compiled by Goldman Sachs GIR.
Exhibit originally appeared in Issue 132: Post-election economic policies.
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...raising concerns about higher tariffs

A guide to how tariffs affect inflation & GDP

Tariffs affect growth and inflation through a variety of direct and indirect channels. On the following page, we consider all
these channels in our analysis of how higher US tariffs could impact the global economy.

We see three main channels through which tariffs could impact consumer prices:

(1) Adirect boost from tariffs to consumer goods prices, as well as the indirect pass-through of higher intermediate goods
prices;

(2) An effect on import prices from likely Dollar appreciation induced by tariffs and their resulting impacts on interest rates;

(3) A drag on wage growth from weaker growth via the Phillips curve channel.

We also see four channels through which tariffs could affect GDP growth:

(1) A hit to real personal income from higher prices that lowers consumer demand, partly offset by any reuse of tariff revenue
for tax cuts;

(2) A hit to business investment in trade-exposed industries from increased trade policy uncertainty;

(3) An impact on net trade, driven both by a shift in demand away from imports toward domestic goods as well as trade
reallocation from exporters more exposed to tariffs to those less impacted;

(4) A spillback from changes in financial conditions to GDP from tariff-induced interest rate changes.

1. Lowers investment via

elevated trade policy /
uncertainty Raises consumer prices via

import price pass-through
2. Raises or lowers net exports .
Raises or lowers wage

via trade reallocation : i ’
growth and inflation via

/ Phillips curve channel

v

Growth

A

\ Raises or lowers /

) purchasing power and Raises or lowers
Raises or lowers thus final demand via exchange rate and
spending and investment real income channel thus import prices via
via financial conditions policy rate
channels \ / divergence
Prescribes policy rate PO||Cy Rate Prescribes policy rate

changes via Taylor Rule changes via Taylor Rule

Special thanks to Global Economist Joseph Briggs for the analysis and exhibit.
Exhibit originally appeared in Issue 132: Post-election economic policies.
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For now, supply chains aren’t stressed...

While the Global Supply Chain Pressure Index, developed by the Federal Reserve Bank of New York,
increased amid escalations in the Middle East conflict, it has since retraced and remains below zero,
indicating that supply chains are functioning well and in line with below-average levels of pressure...
Global Supply Chain Pressure Index (GSCPI), standard deviations from average value

57 Ever Given blocks Suez Canal
. Post-Covid
Arl]:que average suppty World production re?:scwer(;/w
4 EET (PSS begins to normalize Covid resurgence period
Russia's
invasion of
3 Ukraine
Covid-19 pandemic
2 4 Tohoku earthquake impacts
manufacturing in Japan
US-China trade
1 disputes of 2017-18
0 4
1 4
World production
begins to normalize
Below average supply Global Financial Crisis
-2 chain pressures reduces demand for goods Houthi attacks on ships in the Red Sea begin

o O 9 «H o © N~ 00 O O «=H N o™

© [32) ~N ©® oo o©o «H <
o o © o o 9o O © © d +d o 4 4 4 494 a o N o o
d o © © O o S o o o O O O O o ©o © o o
-4 4 & N & « N N & & & « N & & & & § & §& «
Note: The GSCP/ aggregates transportation cost measures as well as manufacturing data from PMI surveys across seven major economies: Mainland China, Euro
area, Japan, South Korea, Taiwan, UK, and US. The index is normalized to show standard deviations from historical averages. For more information see here.
Source: Federal Reserve Bank of New York, Bureau of Labor Statistics, Harper Petersen Holding GmbH, Baltic Exchange, IHS Markit, Institute for Supply

Management, Haver Analytics, Bloomberg, compiled by Goldman Sachs GIR.

2004
2005
2006
2013
2014
2015

..and Goldman Sachs’ US Supply Chain Congestion Scale—which assesses how supply chains are
faring on a scale of “fully open” (0) to “fully bottlenecked” (10)— remains at 2, indicating that supply
chains are fairly open
Goldman Sachs US Supply Chain Congestion Scale

104 Peak Covid-19
tightness

9 4

8 4

7 - Ever Given
blockage of
Suez Canal

6 , - /

Covid-19 disruptions

5 4

4

3 4

2 4

0

Feb-20 Jun 20 Oct 20 Feb 21 Jun 21 Oct 21 Feb 22 Jun 22 Oct 22 Feb 23 Jun 23 Oct 23 Feb 24 Jun 24 Oct 24

Note: The GS Supply Chain Congestion Scale aggregates a range of variables tied to overall congestion including ships at anchor, days to deliver, various dwell times,
intermodal volume, and velocity statistics amongst others. Numbers reflect the average of weekly scores seen in each respective month.
Source: Goldman Sachs G/R.

Special thanks to GS US transportation analyst Paul Stoddard for chart.
Charts originally appeared in Issue 126: Global transit & trade: in rough waters.
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...but the high seas remain vulnerable

An overview of maritime supply chains

Maritime supply chains are made up of an intricate network of systems involving logistics companies, freight
forwarders, shipping carriers, port operators, and land-based transport systems.

A logistics company helps plan and control the movement and storage of goods across an entire supply chain. Freight
forwarding is a specialized service within logistics that focuses specifically on coordinating/arranging the transport of goods,
with freight forwarders acting as intermediaries between shippers (the manufacturer or retailer who needs the goods to be
transported) and transportation providers, including shipping carriers, airlines, and land-based transport providers.

What does a maritime SUppIy chain look like? (stylized example)

o o N o WL

The process starts The goods that A freight
when a need to be forwarder
manufactureror =y  Shippedare o . ——p arranges for the Freight forwarder
retailer receives an packaged into a Shlpplng container containerto be A freight forwarderis a
order that needs to shipping Shipping containers are pickedupfrom .o 000y that arranges for
be deliveredto an container.  ctandardized metal boxes that the warehouse

the transport of cargo on

overseas customer/ behalf of shippers. They

are used to transport goods over and transported

location. T:“?; long distances. Containers toaport. book space on a ship or any
communicate the typically come in 20ft and 40ft other transport method
order details to a sizes with vessel capacity often d
freight forwarder to di P fy necessary anc arrange
arrange shipment. rpeasure !n twenty-foot customs documents/
equivalent units (TEU) or forty- clearance.

foot equivalent units (FEU).

-
s ) (5 - (4]
- A shipping i The container
The shipping carrier sails the

carrier arrives at . arrives ata
4 container over

its destination Shibping carrier —————— Pport where it .
Destination Port  portandthe the;::;ns Shippsin:carriers is Ioalged‘onto Origin Port
ineri a shippin .
Point where goods Cof';lta":’erc;s designated provide vespszl_ 9 Point where goods
being shippedenter  ©'' C2d€C traderoutest  ransportation over set for transport over
their destination its destination ocean lanes around the seas are brought
country. port. the world. and cleared for

export.

A freight The cargo Thecargois
forwarder r“ continues its [ uf ]

arranges for

(7
- o o
- J—

delivered to

journey by its final
thecargoto  Freight forwarder truck, rail, or air, Intermodal shipping destination. . P
be picked up asarrangedby  intermodal shipping Final destination
fromthe the freight  refers to moving cargo by Warehouse or retail
port. forwarder. two or more modes of store where the goods
transportation. are ultimately

required.

Shipping by the numbers

Global trade by Number of a'\cl:ltjiTeb;:)r?tfs
90% volume that merchant around the
flows over the vessels in the
ocean world in 2023* world as of
2023
Tons of goods Market size of
transported by L X:{\\W global shipping
sea in 2022 container

industry in 2022

*Vessels that are 100 gross tons and larger.
Source: Shippabo, ACS Logistics, Sinay, OECD, United Nations Conference on Trade and Development, Straits Research, Goldman Sachs GIR.

Exhibit originally appeared in Issue 126: Global transit & trade: in rough waters.
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Undersea cables are a particular concern

Undersea cables, at a glance

Undersea cables, also referred to as submarine cables, are cables laid at the ocean floor or under the seabed.
These cables are the primary way by which data is transmitted across the world. The world's first undersea
cable was laid in 1850 between France and England, with the purpose of transmitting telegraph signals.

Fast facts about undersea cables

Active and planned undersea cables (as of June 2024).
Modern cables use fiber-optic technology to transmit data.

Kilometers of undersea cables globally in service (as of early 2024). Cables
vary dramatically in length—the Asia-America Gateway cable
is ~20,000km, while the Ireland-UK CeltixConnect cable is ~ 130km.

Number of undersea cables that the global internet runs on.

Share of global data traffic that runs through undersea cables.

Cable faults—any damage or disruption to a cable—that occur
every year. Fishing vessels account for nearly half of all cable
faults, while faults due to deliberate sabotage are rare.

Source: TeleGeography, Kentik, Goldman Sachs GIR.
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2024 was also the year many G10 central banks began cutting rates,

<t

But different growth-inflation mixes led to
divergence in start dates.

The Fed’s relatively late start raised questions of whether it waited too long,

»

Though those who warned about recession have
(so far) been proven wrong.

Pgs. 15-18
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DM central banks finally started easing...

Most DM central banks joined EM central banks in embarking on rate cutting cycles

Policy rates, %; arrows mark the direction of the policy rate change since the last meeting of each central bank

<

50 -
45 -
40 -
35 -
30 -
25 -
20 -
15 -

10 -
IR A2 4

Developed markets Emerging markets

«
«
«
«

us
Israel
Australia
NZ
Canada

UK
Euro area

Egypt
Ghana
Russia

Ukraine
India
Philippines
Chile

Peru

Pakistan
Brazil

Norway
Sweden
Japan |§
Turkey
Kenya
Colombia

Switzerland | €
Poland

Mexico
S Africa
Hungary

Romania
Vietham

Indonesia
Czech Republic
Malaysia
Thailand
Mainland China i€

Note: Red arrows represent a rate hike, green arrows represent a rate cut, grey arrows represent no change in policy since last meeting.
Source: Haver Analytics, Goldman Sachs GIR.

While most major G10 central banks have continued quantitative tightening (QT) and have shrunk
their balance sheets, the Fed has slowed the pace of shrinkage, and we expect it to end QT in 2Q25

Central bank balance sheet assets, index, January 8, 2010=100

825 -
—Fed

675 - —BoE

600 - —BoJ //""/ A‘;W
505 - BoC

450 -
375 -

300 -

225 | i‘%
150 AAM / ——
L. S

75 -

0 T T T T T T T T T T T T T T
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Note: BoE line represents UK central bank reserves supplied via the Asset Purchase Facility.

Source: Haver Analytics, Goldman Sachs GIR.

Charts originally appeared in Issue 128: Central bank divergence: room to run?

Goldman Sachs Global Investment Research 15


https://www.goldmansachs.com/pdfs/insights/pages/gs-research/central-bank-divergence-room-to-run/report.pdf

Special Issue

Top of Mind

©
e
O
=
| -
3
L
I
| -
)
.
)
>
©
L
N
O
e
©
| -
>
=
[
o
O
-
@©

JUNJ O} WOOI :90USPISAID SUE] [BJIUSY) 18| onss| ul pateadde AjjeuibLio Leyd
0oeqpes) pue elep 1eyo |eulblio Jo) BUOS ees|ay) pue 10IS X8|y ‘AJoqol sewel ‘sIseoaqy [onueiA S,4|9 SO 01 syueyl [e10ads

‘HID SYIBS UBLUPJOL) 'SO2INOS SMBU SNOLIBA ‘SINOT IS JO JUBYG oAI9S8Y [BiopoH ‘HIGN ‘SoNAjeUY JoABH :80IN0S

‘(usseld-z 10z uer) ejey Aupoe4 usodeg pue ‘(1 102 090-666 1 uer) siey Buioueuiisy BN (9661 080-6/61 (N[} 8184 008l yueqgsapung ayj jO UOBLIGUUOD B $108)j8J Blep 818l Aoijod eaie 0ing 010N

"Z66T Ul W3 au1 sanea) YN auy
pue sjrey Ajgrewnn siy1 ‘(NY3)

suonedidwi eqolb yim juang
uede[ ——

wophury payuN ==
B3IR 0INT e

SJEIS PONUN e

wsiueydaw ajel abueyoxa
ueadoln3 ay) jo ved se 499
ay) dn doud 03 sajel sasres 3og
686T

'suibaq sisuo

ABiaua 6/6T ay) pue
uoneul 1yby 0} sarel
aslel Ajjeanewe.p
Syueq [enuad se
uojssadal dip-ajgnop
© J8JUd S8LUN0J /9
S086T Alre3

7 ‘ssaudeam dgo
pue SISO [eloueUl JO

'WaISAS SPOOAN

Ispiw sy urinojreq uonaig ay) Japun Had

dINI o} saldde 3N

/ 9/6T Aq

'sisuo abeisoy
uel| pue 3o0ys
2o1d |10 puo2as
086T1-6.6T

sajea Aarjod NI Jo Arolsiy Buo)

pjob ay} jo s109y9
pasuanpui Ajineay
sI Aaijod Arelauol

TL6T-v¥6T

DR RN NN RNNNDNDRINRNRNDNERERRRRPRRRRRPRRRRRERRRRR R R B R R
O O O O O O O O O O O O O VW © O © © VW O © © O O O © OV © © © © ©W © © © ©
N N N P P P P P O O O O O ©W © ©W O © W W W 0 0 N N N N N o oo oo o o1 o o
A N O 00 OO A N O 0O B N O W O B N O W O N O OO N O OO DN O O O b
1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 Il Il Il Il 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
“pmolB areinwins o) 30 siesuoid £og 9002-1002 ‘uibaq sepedaq
‘Ao1j0d ajel 1salayul 019z sidope rog 666T 1507 s,ueder oisuedxa
. ‘uoisuedx L
. UiolisisEitel [l ‘uoryeuIp1009 Aojod pue SILLOL093
g ‘Aaijod Areyauouw SSIE1INg w\m_cmn uoirepul Bunoeduwi ‘uoneroaidap 40 pouad Buoj e
" eareong o AN asn ey 01pioNdY  pupus ‘s sup Ul
570 SO¥E) 93 S066T Ale3 21AN07 AQ PAMOJ0} 'SBIWIOUOIS  uBaq 07 6T-696T
. | 666T lofew Aq paubis asn 4O UOISS3231 BY L L
. \ 7 aU) usxeam 0} pIodJY eze|d : 6961
| /86T % S86T
‘uoissagas  ‘suibaq sisuo | .
Q.. 21WLOU023  1g8p UBIaIan0s | |
o feqoi6 ueadoun3 syl ’ | ‘
K ‘ © 0} Spea| 6002
[ olwapued \ ) -
mﬁ-u_\,ooowuw Jonepui quno \ )
01 9942 Bupy i L +
uelS Jog pue pa- i
7002 L
*SOIWLOUSOY /
J0 pred se 3OO "UOISS8981 Ol |
meQEN_QE_ DC___Gh Osj|e eale 0ing
ueder ‘€T0Z ay} yum ‘sxyoene 11/6
‘53 ul “N/sn pue s|qgnqg woH-10Q 8yl L
:wo_m_m%s: ur 30 Bupnjou 10 Bunsing ay) Bumojjoy
Hejyul : UoISS9231 OJUI S|[E. L
Se sajel sarod syl s ) £ :_m ' "Iy YIm SauaAIaul
Bumnod uibaq Pl SN eul so00z ALEd o o .w_ww_o.
syueq [enusd [euonuaAuoduUN ‘yibuans lep Jon M m_mc._i |
1dope syueq ayosinaQ Jawunoo o0} sajel S 3y unp
veoc ainssaid Japun
[enuad Na SJamo| yueqgsapung SoUW00 dgo dUL
049-1so0d 551 Uone ‘uolejul yrequiod
‘sl uonejul 0) sayel asrel .
: snayul
“uonejuI pue ymoib se Aoljod syueg yo0ys suibaq ,uolsseday |
ele-olwepued - ueby 3og pue pa aoud |10 3sii JOMOYUSSIT, BYL
1Bl 01 sarel (049) sisud S066T-PIN €161 6T L
BuisIel UiBag [eloueUIS [240|O
syueq [enua)d 800¢
2c0¢-1¢0¢c [

© 1 I ™ «

0T
TT
4’
€T
14’
aT
9T
LT
8T
6T
0¢

16

Goldman Sachs Global Investment Research


https://www.goldmansachs.com/pdfs/insights/pages/gs-research/central-bank-divergence-room-to-run/report.pdf
https://www.goldmansachs.com/pdfs/insights/pages/gs-research/central-bank-divergence-room-to-run/report.pdf

Special Issue

Top of Mind

—
&)
.
e
=
o)
@©
e
O
.
-
©
-
7p
e
O
LL
O
e
T

veoe

JUNJ OF LWOOJ "90UshISAID JUE] [BJ1USY) 87| onss| Ul paseadde Ajjeuibiio ueyn

‘ABojopoylew pue elep J04 S1SILIOU028 |eqolf Y|9 SO 01 Syueyl e1oadsg

"H/D SYOBS UBWIPJOD) ‘SOIAIBUY JoABH [921N0S

‘BaIB 0JN3 BY] 10 POSN St v1es Aoiod uBLLIBE) 84l ‘666 L-O1d INI/SYIY 1SE| PUE 1Si1) 8yl UO Paseq ‘0joAo Buisea 10 Bunyiy e sjuasaidal Juauibes paiojod yoeg .oJoN

(444 020e 8L0¢ 910¢ vi0c ¢log  0Loe 8002 9002 y00e 2002 000¢ 8661 9661 y661 2661 0661

uedep

femuon

Eale 0in3

NN NI NI INE Al
N TN NN

. .H.H-IH-H-HIH-HI Sy

wopBury pajun

%

"1"L

- _ .!H-H-H-H-.H..IH— P

[—
——

sa3els payun

9lym = pjoy uo ‘an|q = 3]9A2 Buisea ‘pai = 9]9A2 Buiualybi} :9ouabianuos/aauabianip Asijod Atejsuow QLD jo Aioisiy

17

Goldman Sachs Global Investment Research


https://www.goldmansachs.com/pdfs/insights/pages/gs-research/central-bank-divergence-room-to-run/report.pdf
https://www.goldmansachs.com/pdfs/insights/pages/gs-research/central-bank-divergence-room-to-run/report.pdf

Special Issue

Top of Mind

JOAIND 84T pUIYSq pad oUr S| ([ S[ onss| Ul paleadde AjjeuiBuo ueyd
"HID SyoeS uBWP(OD) ‘SIN0T IS JO JuBg SAISSOY [RIOPO- ‘WUYES BIPNE[D) :92IN0S

¢c0¢ 6T0C¢ 9T0¢ €T0C O0TOC L00C t00C TOOC 866T S66T <¢66T 6861 9861 €86T 086T L/L6T V.61 TL6T 896T G96T <C96T 6561

- .Hl
n A O
O g
H —— — dlllll ||||||||||||||||||||||| -fF- -~~~ ~-T-T====°7°% By e ~ -T--= - .
N N 1
n
% I N
-
© €
> v
(qv)
T9-096T 40
O syoeNe T1/6 HOISSa0%H I &
6
+ pue a|jqqnq __owm__ﬂp%m
woo-104d 8y} :
e Buimo||o}
10 bunsing suiba - o -9
+ 34 Bumollop oot Wiocooen
suifaq 1002 :
n.lq J0 UOISS929Y Uo155999Y
(@) 16-066T ¢
uoISSaoal
O JO UOISS929Y dip-o ol
) S086T Ajie3
- 8
e (0d9) sisuo
[eloueuly (sannisod asje) 0Mm] 8] JO W9 UIYIIM PaMO]||0) SUOISS3Ia.)
O ‘[eqol9 6/ :6G6T 22UIS parealpul Ajg1eindoe SUoISSa29y
C / co_mwwwww /// ‘06T 92UIS paredipul Ajo1eindoe suoisseday [ 6
e uoISSa2alJ 01Ul SYyuow {7~ :Buiabbiy abelany
u U0ISS999 :S108] 1Sk] 9|nJ wyes
6T-PIn0D - 0T
b SuoISSadal YIGN a1edipul sealse papeys Aaib ‘ddg g =< mo| yjuow-g| — ajes JusawAojdwaun abesane bBuinow yjuow-¢ :10JeI1pUl UOISSBIAI 3|NJ WYES awi}-|eay
. pjoysaiyl ayl mojaq yoeq uajjej aduis sey 1l ;m:ocu_m ‘1uodal EmE>o_QEw SN >_=_. a9yl m:_>>o__ou_ uoissadal pinog

ay1 99auIs awi 111y 8y} Joj palabbul 1] "gzgl @9uls uoissadal S Alana pajeaipul Aja1einaoe sey ajnl wyesg ay|

18

Goldman Sachs Global Investment Research


https://www.goldmansachs.com/pdfs/insights/pages/gs-research/central-bank-divergence-room-to-run/report.pdf
https://www.goldmansachs.com/pdfs/insights/pages/gs-research/central-bank-divergence-room-to-run/report.pdf

Top of Mind Special Issue

Amid all that, Europe and China once again attracted attention,

‘ With their struggling economies warranting investor
h | apprehension.

And the US election outcome
only worsened these concerns,

With the trade and geopolitical landscape potentially taking many turns.

Pgs. 20-32
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...which is an influential body...

The role of the European Parliament

European Council (EUCO) — European heads of state

Function and Workings

Composition Appointment
= Determines the EU's political direction

and priorities

Setsthe EU's policy agenda

President ofthe European Council Members directly elected atthe national level;

+ Council President elected by Council members " -
77 through qualified majority (55% of memberstates = D0oesnotnegotiate oradopt EUlaws
Leadersfromallthe EUmember states and 65% of EU population) = Decisionsareusually made by consensus.

However, in certain cases providedforin the
+ EUtreaties (such asthe adoption oflegal

President ofthe European Commission acts), the Council decides by vote, which

requiresa quorum {presence of 2/3members)

The EUCO often guides EU-level priorities and legislation

LAWMAKING

L European Commission (EC) — The EU’s executive body

Composition Appointment Function and Workings

2]

Commissioners, led by
the Commission
President

The Presidentis proposed by the European

Council and elected by the European Parliament The EChas the sole powerto propose laws

Monitorsthe implementation of these laws
Manages the EUbudget

Represents EU interests onthe global stage
Decisionsare generally made by consensus,
but votes can also take place, which require
a simple majority

Commissioners are nominated by the Council of
the European Unionin agreement with the
presidential candidate andthen voted on bythe
European Parliament

European Parliament (EP)
The EU’s directly-elected body

Council of the European Union
Group of government ministers

Composition Appointment Function and Workings Composition  Appointment Function and Workings

Part of the EU's legislative

The Council meets
in 10 different
configurations of
27 national
ministers
depending on the
policy area
discussed. The
Presidency rotates

Differentparts
of member
state
governments

branch

Represents the interests of
EU member governments
Negotiates and adopts new
EUlegislation
CoordinatesEU policies
Approves the EU budget
Decisionsin most areas are

MEPs are
directly elected
by EUcitizens

every five

years

120

Members of
European
Parliament

(MEPs)
{currently)

+ President is

The EP

Part of the EU's legislative
branch

Decideson new legislation
proposed bythe Commission
Votes on newtrade
agreements and scrutinizes
EUinstitutions
Approvesthe EUbudget

made by qualified majority, EP

though unanimity and simple President
majority voting also occurs

How European laws are usually made. ..

voted on by the
MEPs

Decisionsare usually made by

every 6 months absolute majority

P §

The Commission and EU
member states then
implementthe newlaw

The Parliamentand Council of
the EU approve the newlaw in
a processcalled “co-decision”

The Commission
proposes a newlaw

Court of Justice of the
European Union (CJEU)

EnsuresEUlaw is applied/interpreted uniformly
acrossthe EU and settles legal disputes between
national governments and EU institutions

European Central Bank European Court of

(ECB) Auditors (ECA)

Administersthe Euro area’s monetary policy,
primary objective is price stability

Looks after EUtaxpayers' interests by ensuring
that EUfunds are collected and used correctly

Appointment: The European Council officially
appoints members ofthe ECB's Executive Board.
The Parliamentis consulted, butdoes nothave
formal sayin the decisions.

Appointment: Members are unanimously
appointed bythe Council ofthe European Union,
with one memberfrom each of the EU countries.

Appointment: Judges and advocate generalsin
each of the two courts (Court of Justice & General
Court) are appointed by national governments.

Source: European Union, Goldman Sachs GIR.
Exhibit originally appeared in Issue 130: How investable is Europe?
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...set the stage for political turbulence

...but markets aren’t reflecting this so far

While Euro area sovereign bond yield spreads to German Bund yields—a reflection of risk
premium—rose around the French snap election with French spreads rising further after the

removal of its prime minister, they remain well below levels seen during past crisis periods
10y sovereign spreads to German Bund yield, bp

—France —ltaly —Spain
800 -
Global Euro area Covid-19
Financial sovereign Frgnch PM
700 1 Crisis debt crisis Barnle_r loses
no confidence
vote
600 -
500 -
' Russia's
400 - invasion of Macron calls
Ukraine forsnap
election in
300 - France
200 -
100 - M ' ||l 4
O T T T T T T T T T
2007 2009 2011 2013 2015 2017 2019 2021 2023

Source: Bloomberg, Goldman Sachs GIR.

And the ECB’s composite indicator of system stress also suggests that stress in Europe’s
financial markets remains relatively low
ECB Composite Indicator of Systemic Stress (CISS), index

09 7" Global Financial Euro area Covid-19 Germany's
Crisis sovereign governing
0.8 - debt crisis coalition
collapses
0.7 -
Russia's
0.6 1 invasion of
Ukraine
Macron
0.5 -
calls for
snap
0.4 - election
in France
0.3 -
0.2 -
0.1 -
O T T T T T T T T T
2007 2009 2011 2013 2015 2017 2019 2021 2023

Note: The CISS includes 15 mainly market-based financial stress measures that are split into five categories: the financial intermediaries sector, money markets, equity
markets, bond markets, and foreign exchange markets. For more information see here.

Source: ECB, Goldman Sachs GIR.

Charts originally appeared in Issue 130: How investable is Europe?

Goldman Sachs Global Investment Research 22


https://data.ecb.europa.eu/data/datasets/CISS/data-information
https://www.goldmansachs.com/pdfs/insights/goldman-sachs-research/how-investable-is-europe/TOM_Europe_20240801_FINAL-2.pdf

Special Issue

Top of Mind

N

Iso rema

@©
7p
O
O
S
=
=
O
-
O
&)
@
7p

Europe’

Znidin

208810

euebing

BlUBLWIOY

(AoA)y1seosalo)
ymelb 4go(esi§zoz SO

%E9 40501192
%17 S (120) 211 uswAoidwaun
Y%eve aulpeaH
%EE 2100
(Aoh "9 "#Z0Z 1) uolelu| 4DIH
%L1 0- ymolb 4ao|esl €20z

010 Aueunag

Bl A

%
%
01
66 |
(AoA
%0 L

%00

g8'§

]

=0

-

(AoA)y1seoslo)
ddD[e2l6c0T SO ¢
dd9-01geq ¢
(100) e1esuswholduaun ;

Y10

aulpeaH
=1[elg]

"% '7Z0Z 100) UolEU| dDIH

ynoib 4go|esl €20z

Ajey|

BIUSAO|S

BL1SNY

B EAC|IS

BIALET

BILUO1S]

rueun 4

ely2sz))
_huewlsn

puejod

)
&icwus(

uspamg

spuepaylap

soueld

2N

960 L

%566
%HEV
YE'l
%HEE

%10

molb 4goeal 620z S5

(120) 210l wawhoiduwaun

(AOA "o 'FZ0Z 100) uoE| U

(AoA)y1seoslo)
d4d9-0+4=d

aulpesy
210D

ymolb 4o esl €202

N

7od0oINT STE[qBISSAUT MOH [0g [ oNsS| Ul paieedde AjjeuiBlo 1gIyx3

"HID SYoES UBLWDIOD ‘SONAIEUY JBAEH 1B1S04NT BOIN0S

(AoA)yiseoslo)

%0Z =
’ ¢ mnolb 4go ksl G207 S5

%801 4d9-01geQ
%z Ll (1290) 2eiuswiodwaun
%8 (FzOzZINr) supesy
%G'Z (#Z0Z unr) 2109
(Aoh "9 ‘¥Z0Z 100) uolelU| 4DIH
%G'T yimoib dgo|eal €202

Y

%80 utedg

(AoA)y1seoslo)

%EO B 4o kel 5202 SO
%011 4d9-01geQ
%9 L (120Q) 211 UsWAodwaun
%0 L {AoA 'Buo o) sulpeay
%L'C (AoA ‘Byo o) alo]

(AOA ‘o4 'FZ0Z 100) UoE|IU| 4DIH

%L1 ymolb 4ao|esl €202
| aiuey
%0 |->

%0 1-01%9'0-
%G 0-01% L0
%4°0-00

%0 1-8°0

YoG L-LTL

YoG L=

(481ienbsnoinaad ay)

m pasedwooabueyo o vz0zDE) Ymodb 4o [ead Ajsueny

%}

2

Goldman Sachs Global Investment Research


https://www.goldmansachs.com/pdfs/insights/goldman-sachs-research/how-investable-is-europe/TOM_Europe_20240801_FINAL-2.pdf
https://www.goldmansachs.com/pdfs/insights/goldman-sachs-research/how-investable-is-europe/TOM_Europe_20240801_FINAL-2.pdf

Special Issue

Top of Mind

.
| -
>
(7p)
-
@©
()

L

e
O

@)
-
@)

=
©
| -
@))
(¢b)

)

=
(4]
| -
@)
&

O
-
@)

O

$aJe)S Jaquiaw

uaweled
ueadoiny aipur Auedasafie)

i jueg |enus
hm%%evrm_ m;_u >u__mQ

JodoINT STO[eISaAUl MOH 0g | oNnss| Ul paleadde AjjeuiBlio 1qiyx3
YD SyoBs UBWDIOD Uoiun) Uesdoin3 jlounos ussdong

Adelsuow s Uoiup sy o)
as|qisundsal aq pinosm Je)

uolimnsul uapuadap
ue’jo juatiys|qeisa

ul

Ajleuo) eneol)
£zoz uer

I|2 Aq payned i auisulewsal{d43) Aued s s|doag
saamosay ueadoin3iyfu-121uz2 n3-0id 2y
ump ay| UoRI33 Juaweljiey ueadoing
suozoing 120Z LEARIY 11 6102
ayy jo Jaquaw ({yy) Aupoey (%
ese eneol) sidasoe  adualjisay T
ewioy 3 ayj pue Aieaosay | -n3ayaaes
ZeozApp (7 sidope
mnm 2_“ 1ol 03 w:_a:m_: nog ayj " M_w%umﬂ_sov_z el M“um_uoh_u
wﬁ_o:uu jdde  1202"11 984 s eIUBAO|G S6610
ue subis Aysuajaz , 9Kz 1002
spisalq uelulenyjy O 1 @ {
ze0z 924 ! [ nieyp J
aurenf | I L uol eluewoy !
o1uoddns Areaijiw pue 3 1 g LU pue a:am_:m_ !
‘UBLIEJILELINY ‘|BIOUEUY ] I, §10Z°1 Azenuep 1002°1 uepQ) “
sapiacud pue e1ssny . [ 0
1suiebe suonoues | YN 1 |
sidope 133y 1 _, 1y ong | i
auien|n 1 A ay sydope 1 1
sapeaul eissny 1 L BIUD]ST 1 1
Zz0z 9= ! b (§TF4 1 1 aoloy
: “ 1 __ 1 - oy ! 1 ON M_ma:m
diysiaquaw ! ! ay) sydope | _ ool
i 5.Eib1085 pue | ! “ ! enjeAols | . meﬂw_)_
TR 1 S 6002 | | E66L71AON
uo sy|e) [BWIO} 1 R EED! | saLunos 1
Buiuado aaoidde 1 L suiol I 3 Z1 ui suiod pue 1
sauunos 30 ! ! 1 BIJEO1Y) 1 sajouyueq oung 1
€202 23Q “ 1 " ! ‘gl0z ! J0 uononpou| 1
ouna aip sydope | “ i " . _._:ﬂo “ cooe “
1 Y 1 1
1 ! | 1 1
! p ! I 1 1
] T 1 1
I 1 I ] 1 1

‘BIBLS1EES
uief samed Guim
-yBuuswer ey

ueadoin
_:S_u_ uoipf)
aypur Aye syayjiepy |ende)
Jsabie| sy suiewal ayy 10j ued uonoe
dd3 34314 mau sidope 53
suoida|a 020z dag

Juaweije
:m.un_n_:_._m_ :m__u”":u_ Ewmw_mw
edz une W3 a3y} jo wioy
NWUING — 5y3 ) ueyd Asaaooal
0.n3 ay} Buimoyjo. " §1-QIADT U0
va_m—F__w.G o aaibe siapea) 3
ot 0z0z’1Z Anp

Joddns pamauai

EELIERET (TR “sjuouw

[AELEERVENFERN]
"uozuoy Jea sawi [elanss papusixa
-ynw e ian0 sopes  PUE papuedxa sid43g

d09-01193p _n_n_m_m_% webod
sonpaiojued aseyaund Asuabiawa

|e2s1] a|gIpald u__._._w_u:m—m_ Saonpo.ajui

veoz e

efBuninbal pue saseyaund
sa|nijeosy  1asse spuedxs g33
ueadoing pasiagl 0Z0Z 1Bl
yuan Ajdwoo isnw .
sajels Jaquaw 3 n3 mémm:wwrv__mc
'zoz wol Bunielg e ue
L01JEPIjOSU0D 020z’ € uer
1easy n3
¥eoe

uraedione
snidAg
pue ‘|efinuog
‘pueay) ‘asssig
SISLID
ufila1an0s
eale 013

zloz-oloe-

'suonaa|a Alewawelied
uesdoung ui ssjon

utef sapied andaysouny
asu auyy uo wsiondaysoing
rlLoz

0.un3 aiy sydope eiajeT]
¥10Z°1 Atenuep

ayyjodnapew \
s* m:?g}%,wmw

3U1J0 UDNINPOAIUI [S81E L0ISIBAU0D Jo B

1dope ejje
pue snidA)

‘uoneladood

|eluatiuIan0fialul uo sainseaw
|EUOIIPPE S8pN|au| "9 841 JO
U2 WS I|eIsa aylpue iy ey
10 UoRINPOILI 8L U suoisiaoad
sapn|aund| Auunwiwoy
ueadoung sy Buiysiqelsa
hesi] syyspusiie pue

N3 2y saysijqelsa Aeal] ay)
paubis Ajeal) woujseepy

2661 "L 924

0un3 auyy

maow

3 2yx uiol ewaao|g
pue ‘enjean|g ‘puejog
‘elfey “eluenyy]
‘e1a3e] ‘Asebui 01108102
‘eluoysq ‘ongndsy -aud
Y22z ayp ‘snudA) HikE
‘| ke ‘233 o uu
vo0z°L A2NO Jauuniaioyayy >ucmt3m
‘(N3] Syl uesdoing

(LB EN

E1sLOJ auyjo
ueadoiny  asn a3y
aljo uoneald ‘SMOJ)

alAgpapie endes jo

'syueq |enuso wopsaly

"g93 SL1 puE SyUEq |eNUSD |BUONEU Usamiaq  ofe
syueg |enua) jo waishg ueadoiny uoneladooo jo ]
ejsuow a(Buis siyy o 19npuos ‘o3 Buiuapfuang .Mmm_
yajqedonal] zabeis Ayl c)gaaq

£20RIS T 8661°1€990 - oggl

wosaid—6661 "L UBL  —p66L L UEL | np

aUlpue ‘syalsp

yabpng jeuoney Bulianoa
sa|ni ‘sa1oi|od 21wouods
U0 Uonelplood Janag
1oy paau sy Buissans
"NAg ysdwoaae

o1 ssa001d uonisues
abeys-salp e sasodoly
uoday s10j2Q

6861 Idy.

‘(a1edianied Jou saop yp)
salnunod Bunediomed sl
J0 $312U2.IND 3L uaana(g
sajed afueyoxs a|gesnipe
Inq pax|} sajsi|qeisa lm
Hm,_m_m: (LI ENTEITS]
UELOX2 3L Sl aimeajulew
s)| "SINT U 218540 sIaquiaw
933§ 8430 syueq [enUsD
pue sjuawuianob ay|
(SIN3) waysAg Atejauopy
ueadoing ay) Jo uoneal)

mQ_EmEm_aE_
10 shem Buiuiexs
LA payjs el 1’

EI6L QO 2161 1By

mmmmgm _m_m.;mm ul
T $o uonanponul auy
Bmm_uc_a ur|eacidde

.pmv__mE ajbuis JiauianiBxig 933 syl

1
1
1
1
1
1
1
1
1
Eysigeisa ! unsind ny3
oyaanoalgo ! Li61 1B
UE Loy SIag | SISy IEW Y4 0
Vvis) \ Aupgelsun sBunig spoopy
Py ueadony | uonaig Jo asdejjog
ajpuig payey st 10aload N
9861 161 By
uol E%%tﬂ% “
MEEELNNL]
pueuteds sIaquall xis mgymmmwch._wu
¢l 2woaaqol :&ﬁ ue Jojyuudanig ayiano
9861 O uodal LmEm»p ERITGT
1 meoﬁ U1 '0gR | Aq payaeal
1 aq1y _E_mzm SIL1 Aoy uo
1 uodaledn mc_ésfc pEL
1 ayruanif si mSogmej._
! 10 18IS U1 Bl U8B AR
! au21d "3 ‘uonelbaul
! ueadoind jo aanoalgo
“ AU E BUISP LS WIS
. puE S1B1G JO spEaH AL
0 ‘anfey sy) ::_.:“__E:m sy
mqm uodas 1awia
wc_o_wmwmm._r: ‘paunap si E:uu_h_w
01 mESoﬁ_m NI wwng anfey

12610 0161/6961

uonjeibajul ueadoiny jo Aloisiy y

LILpIAA SIS0 WAL S J01s0LW

{,,8eus 8L, ) s81aUaINg

el piemol ssaibosd

aU1jouapisalyd 6161 Jepy
‘siojagg sanbaep
Ag pauteyo T 'sleaf oy
2EnIWiLo ¥ A3 1
10 aAndalgo sl 1 saso|ue|daLy [, jsuuny
SLLIJUDD [12Una] 1 auy "_Lm__o_u alipunole
ueadoingay] 1 sulbrewr smoeu Y

1

! Jo Guneoy pafieuew
Janouey ! 8Ly 10} WSILEYDELW
8861 unp ‘933 sypuiol yn s

pue ‘puead| Sewuag anInal 0] Uoya uy
§ 8Wo023q § [El

1 8L Ul ayeug

‘edoin3 ‘uois

LU0 Ugsdioin T ‘g0 3 eanos

(nw3) uotup Azeyauopy pue onuouoay

s10sanaald sy pue (03} volun ueadodny O

e
UOWWOD & Wioj

pue ' Wwal uasayaq
HEMELFEL]
apel}ancilial 0y s
$31E1S JaGLIALI UL JO
annoalqo ay| (333
Aunwuiog o1wouoo3
ugadoing syl pue
HEEE:MU Ajitnuiuog
13ti3 21wy
ueadoin3 aip a1eai)
safeal] awoy

LS61 Jepy

s WElIe4 ueadoing
a1 pUE ‘SIS LI

o jiounog ayri(n
uoissiuwog ueadoing
aylipawio) ale
SUDNMNSUT AMBU 88l |
vmmLmE ade {woyein
pue’933aul’aso3
L) sanunLuIoy
ueadainy aaiy

8110 SUDNMAsUI 8y
wioy

SUO1IN}IISUI JUILINY
1961

(Aueua g Isap
pue ‘spuepsyiay
a1 ‘Banoquuaxm
“Arey)

‘aouel] ‘wnifjag)

saLuno

XIs sapnjau|
anb (2803}
Wwwosy
_mm; pue
|eoy ueadoing

166181 1dy O

wPasu

am eyl duwes
uesdoing sy
pue Aausina
ueadoingay

ale alayn,
SUONEN
joanfies]
ayrsyse
UUEWBsaNg
ABISNE
uelaniod
uelllsg
nsabibns
sy ay|
62616 dag

24

Goldman Sachs Global Investment Research


https://www.goldmansachs.com/pdfs/insights/goldman-sachs-research/how-investable-is-europe/TOM_Europe_20240801_FINAL-2.pdf
https://www.goldmansachs.com/pdfs/insights/goldman-sachs-research/how-investable-is-europe/TOM_Europe_20240801_FINAL-2.pdf

Top of Mind

Special Issue

EU voters seem to support it

Trust in the European Union (EU) has risen in the decade since
the European sovereign debt crisis and now stands at its
highest level since 2007...

Trust in the EU, % of respondents

65 -

—Tend not to trust —Tend to trust

60 -
55 1 51%
50 -
45
40 43%

35

30

25 T T T T T T T v v T
2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025
Note: Question asks respondents if they tend to trust or tend not to trust the
European Union.

...and relative to both the debt crisis and Covid-19 pandemic,
EU citizens feel like the European economy is in a better place
Perception of the European economy, % of respondents

90 4 —Good/Very Good
- Bad/Very Bad
80 1 ad/Very Ba
70
801 48%
50
40
43%
30

20 A

10 4

0 T T T T T T T T T T
2005 2007 2008 2010 2012 2014 2016 2018 2019 2021 2023
Note. Question asks respondents how they would judge the current situation

of the European economy.

Support for the Euro has also grown substantially over the last
decade, materially rising in the most recent survey
Support for Euro, % of respondents

90 4

——Germany ———France
Italy —FEU

85

80

75

70

65

60

55

50 T T T T T T T T T T
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Note: Question asks whether respondents are for or against a European
economic and monetary union with one single currency, the Euro.

And citizens generally increasingly support a common defense and
security policy among all EU member states, though the support in
France has declined recently
Support for common EU defense and security policy, % of
respondents

90

85
75
70 4

65 -

—Germany =—France
60 T

2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025
Note: Question asks whether respondents are for or against a common
defense and security policy among EU Member States.

ltaly =———EU

Defense and security are at the top of citizens’ priority lists for the
EU, rising in importance since before Russia’s invasion of Ukraine
Top priorities for the EU, % of respondents

Security and defense
Climate and the environment
Health

Migration

Economy

Employment
u Fall 2024

m Spring 2024
Fall 2021*

Agriculture

Social equality

Education and training

Research and innovation
Democracy

Digital technologies/transformation
Industry

Trade w/ countries outside the EU

-0.1 0.1 0.3 0.5
*Not all categories were included in the Fall 2021 survey.
Note: Question asks which of the above areas should the EU take measures
on in the medium term, i.e. in the next five years. Doesn't sum to 100
because respondents asked to pick multiple issues.

Citizens generally feel optimistic about the future of the EU, with
optimism gradually rising since the Euro area sovereign debt crisis
Optimism/pessimism about the future of the EU, % of
respondents

0 -
70% = Optimistic/Very optimistic

65% - — Pessimistic/Very pessimistic

60% -
61%
55% -
50% -
45% -

40% -

36%

35% -
30%

25%

20% - : : : : - - -

2008 2010 2012 2014 2016 2018 2020 2022 2024
Note: Question asks respondents if they are very optimistic, fairly optimistic,
fairly pessimistic, or very pessimistic about the future of the EU.

Source for all exhibits: European Commission (Autumn 2024 Eurobarometer), compiled by Goldman Sachs GIR.

Charts originally appeared in Issue 130: How investable is Europe?
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China remains mired in cyclical...

China’s growth has disappointed in recent years and remains well
below its average pace in the four decades leading up to Covid...
China GDP growth, % change, yoy

40 1 = Real GDP growth
= Nominal GDP growth GS forecast
35 e
30
25
20
© 1980-2019
i avg (nominal
. . A V— .24 (nomina)
I : 1980-2019
10 4\ /.. M AN\ i 2vg (eal)
5 :'.'.'.'.'_ ..........
0

1980 1986 1992 1998 2004 2010 2016 2022 2028 2034
Source: NBS, Goldman Sachs GIR.

...and household consumption remains weak after slowing
considerably this year...
Contribution to real GDP growth, % change, yoy

12
10
8<
6<
4
) |
-
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. [nvestment
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e Total

L

Source: NBS, Goldman Sachs GIR.

...with China’s consumer confidence falling to all-time lows in
recent months...

China consumer confidence, index

140 -
130 -
120

110 4

100

90 4

l More pessimistic

80 s

1990 1995 2000 2005 2010 2015 2020 2025

Source: Haver Analytics, Goldman Sachs GIR.

...as the property market remains a prolonged and significant
drag on the economy
Housing contribution to yoy GDP growth, pp

=== Construction

mmm Real estate serwces
== Upstream

51 Consumption

: GS forecast
Fiscal

-2 4

34
2002 2005 2008 2011 2014 2017 2020 2023 2026 2029

Source: Haver Analytics, Goldman Sachs GIR.

While exports have been a bright spot in China’s economy this
year, export growth is likely to fall amid potential US tariff hikes
under the second Trump Administration

Nominal goods exports by price and volume, % change, yoy
40

= \/olume contribution ce
Price contribution (USD terms) forecast
30 { ===Exportvalue growth (USD terms) E—
20 -
10 -
ol . — N -
-10

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Source: Haver Analytics, Goldman Sachs GIR.

Goldman Sachs Global Investment Research

China also continues to grapple with deflation, though we expect
deflation to end in 3Q25 with zero full-year PPl inflation
China PPl inflation, % change, yoy

15 -
'GS
iforecast

10 —

.10 -
2011 2013 2015 2017 2019 2021 2023 2025

Source: CEIC, Goldman Sachs G/R.
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...and structural challenges

Chinese local governments face significant fiscal challenges as Local government finances have deteriorated further amid
tax and land sales revenues have declined amid the property restricted local government financing vehicle (LGFV) borrowing
downturn and persistent PPI deflation under the central government’s focus on deleveraging...
Local government fiscal revenues, index, 2021=100 Cumulative net issuance of LGFV bonds, RMB billions
120 - 3000 -
—2021
2500 - 2022
100 -
/ 2023
2000 - o024
80 -
1500 -
60 -
7 1000 -
40 - ——Land sales revenue
500 -

— Property-related tax revenue

20 0 —_—

Non-tax revenue

-500 T T T T T T T T . . . S
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Note: Non-tax revenue mainly covers fees/fine collection as well as revenues
from local state-owned enterprises (SOEs) and state-owned assets. Source: Wind, Goldman Sachs GIR.
Source: Wind, Goldman Sachs GIR.

...and many Chinese provinces face significant interest payment  China has seen material fiscal tightening this year that has

pressures weighed on growth, though we expect that to reverse in coming
Interest payment of local government debt, % of local quarters owing to the significant step-up in easing measures
government revenue China fiscal deficit, % of GDP
60 - ) ) 5 - - - - Augmented fiscal deficit-3mma
LGFV interest-bearing debt Augmented fiscal deficit-12mma
50 | m Local government bond , . - - - - Effective fiscal deficit-B3mma
’\'. n Effective fiscal deficit-12mma
40 - ¥
30 1 Nationwide
average: 23.6%
20 4
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Note: Data as of 2023. Source: Wind, Goldman Sachs GIR.

Source: Wind, Goldman Sachs GIR.

China also faces an unfavorable demographic outlook, with its
population projected to decline sharply in the decades ahead
China population, millions of people

Global supply chain de-risking has also weighed on China, with
China’s share of US imports declining in recent years
US share of imports from China, %

25 : 1,600 -
234 | 1,400 - - o
1 Chi ‘ T
214  |China |
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19 - i WTO N
: 1,000 4 N
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' ! tariff DD OON~NDDDNOAATNNNITIOIOORNODORD O
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5 - : : : : . , .
2000 2003 2006 2009 2012 2015 2018 2021 2024 Note: Dashed line shows UN medium-variant projections. See here for details.
Source: Haver Analytics, Goldman Sachs GIR. Source: United Nations, compiled by Goldman Sachs GIR.

Special thanks to China Economics team for charts. Charts originally appeared in Issue 134: Will China’s policy stimulus be enough?
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And a new trade war...

A history of the US-China trade war

@ February 7, 2018 - US imposes
Section 201 tariffs on solar panels and
washing machines; China among
countries included.

@ March 23, 2018 — US imposes Section
232 tariffs on steel and aluminum; China
among countries included.

@ July 6, 2018 - US imposes Section 301

tariffs of 256% on $34bn of Chinese
goods (List 1 products).

July 13, 2018 - US lifts ban on Chines

telecoms firm ZTE.

@ August 23, 2018 — US imposes Section
301 tariffs of 25% on $16bn of Chinese
goods (List 2 products).

@ September 24, 2018 - US imposes
Section 301 tariffs of 10% on $200bn
of Chinese goods (List 3 products).

@ February 7, 2019 - US reduces the
Section 201 tariffs on solar panels
and washing machines imposed one
year ago.

@ May 10, 2019 — US imposes a step-
up in the Section 301 tariffs on
$200bn of Chinese goods from 10%
to 25% (List 3 products).

——— e

/ Denotes tariff-related action

(™) April 2, 2018 - China retaliates to US
steel and aluminum tariffs by

— imposing tariffs on several US
products, including aluminum waste

and scrap and pork.

@ July 6, 2018 — China retaliates by

ol® imposing tariffs of 25% on $34bn
of US goods.

S )

(@ August 23,2018 - China

retaliates by imposing 25%
tariffs on $16bn of US goods.

September 24, 2018 - China

o0 retaliates by imposing 5-10%
tariffs on $60bn of US goods.

@ January 1, 2019 - China
suspends retaliatory tariffs on
US auto goods.

N

May 15, 2019 - Trump signs Executve ——@

Order 13873, putting Huawei, a Chinese
telecoms firm, on the Commerce
Department's Entity List. As a result,

Huawei is barred from buying components

from US firms without special approval.

@ June 1, 2019 - China imposes a
step-up in the tariff rate on the
$60bn of US goods tariffed in
Sept 2018.

June 29, 2019 - Following the G20 Summit, Trump announces that he
and Xi Jinping have agreed to a "truce", under which the US and China
will restart trade negotiations.

August 5, 2019 - China allows the
Yuan to weaken to above the 7
symbolic threshold against the Dollar.

August 5, 2019 — US Treasury officially o @
designates China as a currency manipulator.
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...I1s possibly on the horizon...

@ September 1, 2019 - US imposes .
Section 301 tariffs of 15% on $120bn b | @ rseigltiaetrgsbg; Tmigl?ngj gg/msr 10%
f Chi List 4A . ° °
of Chinese goods (List products) tariffs on $75bn of US goods.

December 13, 2019 - US and China reach "Phase One" trade deal, under
which the US agrees to significantly modify its Section 301 tariff actions
and China commits to substantial additional purchases of US goods and
services in coming years.

January 15, 2020 — Trump and China Vice Premier Liu He sign the US-
China Phase One trade deal.

@ February 7, 2020 - US further reduces
the Section 201 tariffs on solar panels
and washing machines imposed in 2018.

February 8, 2020 - US extends
Section 232 tariffs to imports that use
steel and aluminum.

@ February 14, 2020 - US reduces the February 14, 2020 - Ching aI;o
Section 301 tariffs it imposed in Sept 2019 reduces the retaliatory tariffs it
from 15% to 7.5% (List 4A products). imposed in Sept 2019 by half.

@ February 17, 2020 - China
announces that it will grant tariff
o exemptions on 696 US goods.

September 26, 2020 — Commerce @ May 12, 2020 - China announces tariff

Department imposes restrictions on exports exemptions on additional 79 US goods.
S X P ®

to SMIC, China's largest chipmaker.

January 6, 2021 - NYSE announces that it
will delist US-traded shares of China
Mobile, China Telecom, and China Unicom. °

January 13, 2021 - Trump announces

import ban on cotton and tomato products ——@

from Xinjiang over forced labor allegations.

@ February 22, 2021 - China Foreign Minister
Wang Yi calls for Biden to remove US tariffs
and sanctions on Chinese companies.

@ February 7, 2021 - US further reduces ——@®
the Section 201 tariffs on solar panels and
washing machines imposed in 2018.

May-June 2021 - Trade negotiations take place between China and US
Biden Administration officials.

@ February 7, 2022 and 2023 - US further
reduces the Section 201 tariffsonsolar —— ¢
panels and washing machines imposed in
2018; washing machine tariffs expire in 2023.

October 7, 2022- The Bureau of Industry and Security

issues set of export controls to restrict China’s ability to February 17, 2023 - China's Ministry of
purchase advanced computing chips and manufacture ———@ Commerce adds Lockheed Martin and
advanced chips critical for military advantage. Updated Raytheon, two US defense companies, to its
rules are released on October 17, 2023. & Unreliable Entity List. Under this designation,

the entities are not permitted to purchase
items from or make new investments in
China, among other restrictions.

May 14, 2024 - Biden Administration announces — @
that it will impose a 100% tariff on Chinese EVs, a

50% tariff on Chinese solar cells, and a 25% tariff

on some Chinese steel and aluminum imports; tariff
increases are to be phased in over three years.

|Novem ber 25, 2024 — Trump posts on Truth Social -: \I?v::lnzn:r?:trsisclhzgczt?o; SQS; Zigget?eealg
lthat he will impose an additional 10% tariff on all —0 P nd China into a tariff war. in which
IChinese imports to the US and that the tariffs will ! ? h . v

Iremain in place “until such time as [the drugs that 1 there are no winners .

lare puring into our countrylstop”, _ _ _ _ _ !

Note: List of actions is not exhaustive.
Source: USTR, Peterson Institute for International Economics, US Bureau of Industry and Security, various news sources, Goldman Sachs GIR.
Exhibit originally appeared in Issue 134: Will China's policy stimulus be enough?
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Trump quotes on China

“I've read hundreds of books about China over
the decades. I know the Chinese. I've made a lot
of money with the Chinese. I understand the
Chinese mind.”

- The Art of the Deal, 1987

“The most important difference in America’s new
approach on trade concerns our relationship with
China. In 2001, China was admitted to the World
Trade Organization. Our leaders then argued that
this decision would compel China to liberalize its
economy and strengthen protections to provide
things that were unacceptable to us, and for
private property and for the rule of law. Two
decades later, this theory has been tested and
proven completely wrong. Not only has China
declined to adopt promised reforms, it has
embraced an economic model dependent on
massive market barriers, heavy state subsidies,
currency manipulation, product dumping, forced
technology transfers, and the theft of intellectual
property and also trade secrets on a grand scale.”

- UN General Assembly remarks, September 2019

“China’s pattern of misconduct is well known.
For decades, they have ripped off the United
States like no one has ever done before.
Hundreds of billions of dollars a year were lost
dealing with China, especially over the years
during the prior administration. China raided
our factories, offshored our jobs, gutted our
industries, stole our intellectual property, and
violated their commitments under the World
Trade Organization. To make matters worse,
they are considered a developing nation getting
all sorts of benefits that others, including the
United States, are not entitled to.”

- Remarks on the Administration’s actions
against China, May 2020

“President Trump will also REVOKE China’s Most
Favored Nation trade status. It is long past time
China stops getting preferential treatment as they
undermine American national security interests
around the world.”

- Trump-Vance Campaign Platform, June 2023

Source: The White House, WSJ, The Art of the Deal, Fox News, campaign platforms, Truth Social, compiled by Goldman Sachs GIR.

"Think of President Xi. Central casting. Brilliant
guy. You know, when I say he’s brilliant, everyone
says, ‘oh, that’s terrible’. Well, he runs 1.4 billion
people with an iron fist. Smart, brilliant,
everything perfect. There’s nobody in Hollywood
like this guy. "

- Remarks at a Fox News town hall, July 2023

"I think there is no greater critic of China than
me. But I respected China and I respected
President Xi and I had a great relationship with
them. They took advantage of us. And why
shouldn't they? I mean, if we were stupid enough
to let them do it, they made hundreds of billions
of dollars a year, $507 billion, most years over
that and now it's more, and I had them down to a
much smaller. And I put massive tariffs on them.
Nobody got any money from China, but I got
hundreds of billions of dollars from China. I think
that we will have a good relationship. I'd rather
have a good relationship with China."

- Interview with Fox News Host Mark Levin,
August 2024

“Oh, very easy. I had a very strong relationship
with him. He was actually a really good, I don’t
want to say friend—I don’t want to act foolish, ‘he
was my friend’—but I got along with him great. He
stayed at Mar-a-Lago with me, so we got to know
each other great. He’s a very fierce person.”

- Response to a Wall Street Journal interview
question on how he would persuade Xi to stand
down from a blockade of Tatwan, October 2024

“I have had many talks with China about
the massive amounts of drugs, in
particular Fentanyl, being sent into the
United States - But to no avail
Representatives of China told me that they
would institute their maximum penalty,
that of death, for any drug dealers caught
doing this but, unfortunately, they never
followed through, and drugs are pouring
into our Country, mostly through Mexico,
at levels never seen before. Until such time
as they stop, we will be charging China an
additional 10% Tariff, above any additional
Tariffs, on all of their many products
coming into the United States of America.”

- Truth Social post, November 2024

Exhibit originally appeared in Issue 134: Will China's policy stimulus be enough?
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...as Trump reenters office
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Finally, disruptive innovations once again drove the markets and industry trends,

and especially gen Al

technology continued to ascend,

Which fueled concerns over market
concentration and capex spend.

Pgs. 34-40
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The GLP-1 craze continues

Interest in GLP-1s has surged over the last couple of years...

Google search trends for “GLP-1"
100 -

Novo Nordisk's
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approval for
chronic weight
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Note: Numbers represent search interest relative to the highest point on the
chart for the given region and time. 100 represents peak popularity.
Source: Google Trends (https.//www.google.com/trends), GS GIR.

...and the number of US adults taking GLP-1s for weight
management has risen sharply

US prescriptions of GLP-1s for chronic weight management
2,000,000

]

= Saxenda m \Negovy

1

1,800,000

Zepbound = Total

1,600,000
1,400,000
1,200,000
1,000,000
800,000
600,000
400,000

200,000

0
Jan-21 Jul-21 Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24

Source: IQVIA, Goldman Sachs G/R.

Management teams’ mentions of GLP-1s on earnings calls
have risen, though they remain somewhat off their 3Q23 peak

Mentions of GLP-1 on S&P 500 companies' earnings calls
180 -
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2021 2022 2023
Source: GS Data Works, Refinitiv, Goldman Sachs GIR.

2024

While Eli Lily and Novo Nordisk stocks rallied sharply earlier this
year, they have retraced somewhat recently amid earnings,
supply/demand questions, and caution around near-term data
(e.g. CagriSema)

Indexed returns, 04/2023=100

e R Lilly
260 |1 =——Magnificent 7
——Novo Nordisk
240 1 sgP 500
220 - S&P 500 Healthcare ex Eli Lilly
200 -
180 -
160 -
140
120
100 T
80 + T T T T T T
Apr-23  Jul-23  Oct-23  Jan-24  Apr-24  Jul-24  Oct-24

Source: FactSet, Goldman Sachs GIR.

But manufacturing spend on GLP-1 drugs is expected to
increase significantly ahead, driven by Lilly and Novo ...

Estimated GLP-1 obesity manufacturing spend by Eli Lilly

and Novo Nordisk, $bn
10 -

9 4

8 4

0 4
2023 2024 2025 2026 2027 2028 2029 2030
Source: Company data, Goldman Sachs GIR.

Special thanks to US Healthcare equity analysts for these charts.
Charts originally appeared in Issue 127: Weighing the GLP-1 market.
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...and Lilly and Novo are expected to continue outperforming
on an EPS basis

Consensus NTM EPS, Jan 2022=100
275 -
250
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200
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150
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100

75
Jan-22

Jul-22 Jan-23 Jul-23 Jan-24 Jul-24

Source: FactSet, compiled by Goldman Sachs GIR.
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...and Al adoption remains a question...

Al investment has surged over the last several years... ...and the market has significantly upgraded its Al investment
Actual and forecasted revenues by Al-exposed sector, index, expectations across the Al hardware stack...
4Q19=100 Change in Russell 3000 consensus revenue forecasts since
275 - March 2023, $bn, annualized

-~ Semiconductors ’ 350 +
250 4 ;

- Hardware enablers (ex. semis) ,’ = Semiconductors

/ 300 - i
295 | Software enablers ”1 , m Hardware enablers (ex. semis)
200 - A /, 250 4
A Iy
! &”
175 A AN 200 A
150 + 150 A
125
100 A
100 -
50 4
75 ; ; ; ; , .
2019 2020 2021 2022 2023 2024 2025

Dashed lines in this chart indicate consensus revenue forecasts. 1Q24  2Qz4 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25
Source: FactSet, Goldman Sachs GIR. Source: FactSet, Goldman Sachs GIR.
...though much less so across the broader Al space so far Manufacturers’ shipments for some Al-related components have
Change in Russell 3000 consensus revenue forecasts since risen significantly
March 2023, $bn, annualized US nominal manufacturing sales, Al-related categories, index,
350 7 r.semiconductors Sept. 2022=100, 3m average

Cloud provider
300 .,\Dﬂztr?u(f:ggtfrrii (rgahfsﬁéﬁ)t 150 - — Electronic computers

. Mo g equip . —— Electronic components (incl. semiconductors)

250 ISecurig || 140 - —— Computer storage devices

Servers and networking || Communications equipment

200 - Utilities 130

/ 120

150 -
110

% G
w00 { /V7%//
995 "

80

-50 - 70

2019 2020 2021 2022 2023 2024 2025
Source: Haver Analytics, Goldman Sachs GIR.

1024 2024 3024 4024 1025 2025 3025 4025
Source: FactSet, Goldman Sachs GIR.

However, Al adoption remains muted on average across ...and, in recent months, Al adoption among large firms has begun
industries, though nearly a quarter of information firms expect torise
use to pick up in the next 6 months... Share of US firms using Al by firm size, number of employees
Share of US firms using Al by sector, % 10 4
Information 9 —1-4 — 250+
Professional, Scientific, & Technical 5-9 —10-19
Educational Services 8 —20-49 50-99
Finance and Insurance
Real Estate & Rental 7
Arts, Entertainment, and Recreation
Healthcare and Sogia_I/-Xss_ist_arE:e_ ______ 6
"'~ AllIndustries

Admin/Support/Waste Management
Retail Trade

Wholesale Trade

Other Services

Manufacturing

® October 2023 3 /

Transportation & Warehousing m December 2024
Construction u Next Six Months 2
Accommodation and Food Services . . . . . . Nov-23 Feb-24 May-24 Aug-24 Nov-24
0 5 10 15 20 25 | Note: Reflects a moving average over the most recent six surveys. Surveys are
Source: Census Bureau, Goldman Sachs GIR. generally conducted biweekly.

Source: Census Bureau, Goldman Sachs GIR.

Special thanks to the Global Economics team for charts.
Charts originally appeared in Issue 129: Gen Al: too much spend, too little benefit?
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...leading to bubble

Special Issue

concerns

The 10 largest stocks in the S&P 500 currently account for over a

third of total market cap
Market cap of 10 largest S&P 500 firms, % of index total
40% -

35% - 38%

30% -

25% -

20% -

15% ; ; ; T T T . .
1985 1990 1995 2000 2005 2010 2015 2020 2025

Source: FactSet, Compustat, Goldman Sachs GIR.

And the 10 largest stocks have been significant drivers of the
aggregate S&P 500 return in recent years

Contribution to annual S&P 500 return, pp
50 m 10 largest stocks

20 m Rest of the S&P 500
30
20
10
0 -
.10 -
-20 -4

-30 4

40 -
1995 2000 2005

Source: Goldman Sachs GIR.

2010 2015 2020 2025

US equity market concentration today is particularly high
relative to history as measured by the market cap of the
largest stocks relative to the broader market...
Market cap of the largest stock relative to 75" percentile stock
(x, Ihs), weight of the top 10 stocks in S&P 500 (%, rhs)*

800 39

Great Depression
700
Dot Com Pc‘é"id_
600 ATE&T, GM, and bubble  Fandemic
IBM dominate
500
400
300
200
100 . .
—Largest stock relative to 75th percentile stock (Ihs)
0 - \Neight of top 10 stocks (rhs) 14
N o mnuowowmOoOILuwmOoOILwmWOoOILuwmOoONLuwmwWOoOLuwWOoLuwmaOo
N M O & S LU O O©ON~NNMNOWO®O” O O d A N
DO 0000000000000 0 0 O O O O
A A A A A A A A A A A A A NN N NN

*Consists of US stocks with price, shares, and revenue data listed on the NYSE,
AMEX, or NASDAQ. Series prior to 1985 estimated based on data from Kenneth
French data library reflecting the market cap distribution of NYSE stocks.
Source: Compustat, CRSP, Kenneth R. French, Goldman Sachs GIR.

...as well as the Herfindahl-Hirschman Index, another common

measure of market concentration...
HHI for the US equity market, based on total annual sales*
0.7 4

More concentrated

0.3

1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025

*Universe is publicly-listed US companies. HHI is calculated by summing the
squares of each firm's share of total sales in a given year.
Source: Compustat, Goldman Sachs GIR.

The HHI also indicates that the most concentrated areas of the US equity market today are tobacco, industrial conglomerates, and

interactive media & services

Current Herfindahl-Hirschman Index (HHI) across the public US equity market by industry (based on 2023 US sales)*

60 -

50 - T More concentrated

40 -
DOJ and FTC threshold for "highly

concentrated" industry

30 A

0 +
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N S QAN S (@ O AT Y S SO & & F P S © P L@@ 5@ W & F S LS N
S N > & o @ & @ A N 3 )
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*Universe is S&P Total Market Index using GICS level 2 and 3 industries.
Source: Compustat, Goldman Sachs G/R.
Special thanks to US Portfolio Strategy team for charts.

Charts originally appeared in Issue 133: Market concentration: how big a worry?
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Glossary of GS proprietary indices

Current Activity Indicator (CAl)

GS CAls measure the growth signal in a broad range of weekly and monthly indicators, offering an alternative to Gross
Domestic Product (GDP). GDP is an imperfect guide to current activity: In most countries, it is only available quarterly and is
released with a substantial delay, and its initial estimates are often heavily revised. GDP also ignores important measures of real
activity, such as employment and the purchasing managers’ indexes (PMls). All of these problems reduce the effectiveness of
GDP for investment and policy decisions. Our CAls aim to address GDP's shortcomings and provide a timelier read on the pace
of growth.

For more, see our CAl page and Global Economics Analyst: Trackin’ All Over the World — Our New Global CAl, 25 February
2017.

Dynamic Equilibrium Exchange Rates (DEER)

The GSDEER framework establishes an equilibrium (or “fair”) value of the real exchange rate based on relative productivity and
terms-of-trade differentials.

For more, see our GSDEER page, Global Economics Paper No. 227: Finding Fair Value in EM FX, 26 January 2016, and Global
Markets Analyst: A Look at Valuation Across G10 FX, 29 June 2017.

Financial Conditions Index (FCI)

GS FCls gauge the “looseness” or “tightness” of financial conditions across the world’s major economies, incorporating
variables that directly affect spending on domestically produced goods and services. FCls can provide valuable information
about the economic growth outlook and the direct and indirect effects of monetary policy on real economic activity.

FCls for the G10 economies are calculated as a weighted average of a policy rate, a long-term risk-free bond yield, a corporate
credit spread, an equity price variable, and a trade-weighted exchange rate; the Euro area FCl also includes a sovereign credit
spread. The weights mirror the effects of the financial variables on real GDP growth in our models over a one-year horizon. FCls
for emerging markets are calculated as a weighted average of a short-term interest rate, a long-term swap rate, a CDS spread,
an equity price variable, a trade-weighted exchange rate, and—in economies with large foreign-currency-denominated debt
stocks—a debt-weighted exchange rate index.

For more, see our FCI page, Global Economics Analyst: Our New G10 Financial Conditions Indices, 20 April 2017, and Global
Economics Analyst: Tracking EM Financial Conditions — Our New FCls, 6 October 2017.

Goldman Sachs Analyst Index (GSAI)

The US GSAl is based on a monthly survey of GS equity analysts to obtain their assessments of business conditions in the
industries they follow. The results provide timely “bottom-up” information about US economic activity to supplement and cross-
check our analysis of “top-down” data. Based on analysts' responses, we create a diffusion index for economic activity
comparable to the ISM's indexes for activity in the manufacturing and nonmanufacturing sectors.

Macro-Data Assessment Platform (MAP)

GS MAP scores facilitate rapid interpretation of new data releases for economic indicators worldwide. MAP summarizes the
importance of a specific data release (i.e., its historical correlation with GDP) and the degree of surprise relative to the
consensus forecast. The sign on the degree of surprise characterizes underperformance with a negative number and
outperformance with a positive number. Each of these two components is ranked on a scale from 0 to 5, with the MAP score
being the product of the two, i.e., from -25 to +25. For example, a MAP score of +20 (5;+4) would indicate that the data has a
very high correlation to GDP (5) and that it came out well above consensus expectations (+4), for a total MAP value of +20.
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