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il Where to invest now
Economy, earnings, valuation, and money flow

e Economy. Macro data has been better than expected. GS Global Leading Indicator
(GLI) improved for 3@ consecutive month and momentum for 5t straight month.

e Earnings. Our S&P 500 operating EPS estimates are $52 for 2009 and $75 for 2010.
Our estimates on a pre-provision and pre-write-down basis equal $69 and $81.

e Valuation. Our year-end 2009 fair value equals 1060 based on our DDM framework.
Other approaches (Fed Model, P/E mean reversion) point to valuations above 1400.
S&P 500 has surged 40% from March low and trades at 12.5x our 2010 operating EPS.

e Money Flow. Mutual funds (23% of market) bought stocks in March, May and June,
while hedge funds (2%) covered shorts in April. Pension & retirement funds (19%)
remain underweight equities. Money market assets total $3.3 trillion, 44% of S&P 500.

Recommendations

1. Cyeclical tilt is supported by sustained rally phase around prior bear market bottoms.
2. Buy stocks with high degree of operating leverage / sell low operating leverage firms.

3. Buy stocks with revenue exposure to the Brazil, Russia, India, and China (BRICs).
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‘il Where to invest now
Breaking the range

e Breaking the range. We have raised our year-end 2009 price target to 1060, 13%
above the current level. After trading in a 10% band for the past three months, our
“pop, stall, and sustained recovery” framework points to a rising market through 2009.

¢ Falling correlations. We have widened our recommended sector tilts to reflect our
view that average correlation of sector and stock returns will continue to decline from
record-high levels in 2008. Investors should move further away from benchmarks.

e Strategies: Three ways to achieve differentiated returns during 2H 2009:
1. Buy Cyclicals (Energy, Materials, Financials, Technology); Sell Defensives
2. Buy high operating leverage (GSTHOPHI); Sell low operating leverage (GSTHOPLO)
3. Buy stocks with BRICS sales exposure (GSTHBRIC)

e Risks: US economy. Although the current economic outlook is for below-trend
growth through 2010, the risk of a “double-dip” recession remains significant.
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Wl “Pop, Stall, & Sustained Rally” after bear markets
We are shifting from “Stall” to “Sustained Rally”
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Source: Compustat, Goldman Sachs Global ECS Research. As of July 17, 2009.
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Rl Year-end target of 1060 implies a 13% return
Performance would rank in 80th percentile since 1950
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Source: Compustat, Goldman Sachs Global ECS Research. As of July 17, 2009.
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ikl US Economic Forecast for 2009 and 2010

GS US Economics quarterly GDP forecast Goldman Sachs US Economics forecasts
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Source: Goldman Sachs Global ECS Research. As of July 17, 2009.
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Rl Some signs of improvement in recent macro data

GLI posted 3rd consecutive month of improvement

Goldman Sachs Global Leading Indicator (GLI) ISM New Orders less Inventories
suggests Industrial Production will turn
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Note: Global Leading Indicator (GLI) includes 10 components: Belgian Manufacturing Survey, Business Confidence Aggregate, Consumer Confidence Aggregate,

GS Australian Dollar Trade Weighted Index, ISM New Orders Less Inventories, Japan IP Inventory/Sales Ratio, Korean Exports, S&P GS Industrial Metals Index,
US Initial Jobless Claims, US Durable Goods Inventory/Shipments Ratio.

Source: Goldman Sachs Global ECS Research. As of July 17, 2009.
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il Labor market continues to deteriorate

We expect the unemployment rate will reach 10% in 2010

Employment Growth Unemployment rate
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Source: Goldman Sachs Global ECS Research. As of July 17, 2009.
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il Savings rate and the impact on consumer spending

How higher savings rate translates into less spending

Consumer discretionary cash flow
Personal savings rate Sensitivity to 2010 savings rate
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If US savings rate rises to 10% in 2010,
Consumer Discretionary Cash Flow would
decline by 7%, or $480 billion, from 2009 levels.

Source: Goldman Sachs Global ECS Research. As of July 1, 2009.
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Wi Earnings recovery: EPS tends to rebound 36% in the year
after a profit contraction; we forecast 18% growth in 2010

EPS Recovery Price Recovery .
EPS EPS One Year Two Years One Year Two Year 150 % Earnings Recovery 1 Year post Trough
Peak Trough After Trough After Trough Return Return Post World War |
Dec-09 Dec-14 69 % 194 % 29 % 33 % . (+138%) —p
Dec-16 Dec-21 138 238 37 26 § 125 % -
Dec-29 Sep-38 31 74 121 113 -
Sep-41 Jun-46 71 122 54 59 § oot World War I
Jun:51 Bec:gg 12 ig gi ii S 100 % Goldman Sachs ost (+o7rl%) ar
Jun-56 ec g 2010 EPS Growth Estimate N\
Dec-59 Sep-61 15 30 33 56 -
Dec-66 Sep-67 11 20 33 42 o /5% Pre-Provision Operating
Sep-69  Dec-70 17 37 44 60 o (+18%) (+45%)
Sep-74 Sep-75 30 55 38 67 = \
Dec-81  Dec-82 21 43 58 62 < 50 %/
Jun-86 Jun-87 41 66 21 57 e
Jun-89 Mar-92 14 43 29 36 2 25 0p
Sep-00 Mar-02 22 49 34 44 1|
Jun-07 Mar-09 60
| Historical Average 36 % 71 % 43 % 54 % | 0%

On average, earnings grow 36% in the year after a profit
recession. After a bear market bottom, equity prices tend to
rally 43% the following year.

Earnings data: Reported (1909-1970) and Operating (1970-2009).

Source: Compustat, Robert Shiller, and Goldman Sachs Research.
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Contribution to EPS ($/share)

Nl Decomposition of S&P 500 earnings estimates:
Financials’ provisions & write-downs drag down SPX EPS

Earnings growth rates (%)

GS Top-Down EPS Bottom-up GS Top-Down Bottom-Up

2007A 2008A  2009E  2010E 2009E  2010E 2008A 2009E  2010E 2009E  2010E

Materials $3 $2 $1 $2 $1 $2 (47)% (47)% 110 % (43)% 109 %
Energy 14 16 13 6 10 12 (55) 80 (65) 73
Consumer Discretionary 7 5 4 6 (62) 35 40 46 62
Information Technology 10 10 12 (9) (15) 20 (0) 26
Utilities 3 3 3 (0) 1 10 3 11
Health Care 10 10 10 11 11 12 3 2 10 8 10
Consumer Staples 7 0 5 3) 10
Telecom Services (5) (2) 3 3) 8
Industrials 10 10 3) (35) 2 (35) 9

S&P 500 ex-Financials $68 $64 $50 $61 $51 $63 (6)% (22)% 23 % (20)% 25 %
Financials Operating EPS 15 (14) 2 14 5 11 NM NM NM NM NM

S&P 500 Operating EPS $83 $50 $52 $75 ) $56 $75 (40)% [ 5 % 45 %\ 13 % 33 %
+ Provisions & Writedowns 10 31 17 6 NA NA 209 (46) (66) NA NA
S&P 500 EPS pre-P&W $93 $81 \___$69 $81 J NA NA (13)% \_(15)% 18 %/ NA NA

Source: FirstCall, Compustat and Goldman Sachs Research. Note: P&W = Provisions & Write-downs
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Rl Provisions & write-downs for S&P 500 Financials
We are 2/3 of the way through $2.1 trillion of global losses
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Tl S&P 500 Quarterly Profit Margin
We expect margins to fall by 188 bp 6.4% in 2009
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31-Mar-79 31-Dec-82 5.8 4.2 (161) 45
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S&P 500 margin excludes Financials and Utilities over the entire time horizon as well as General Motors (GM) and Ford (F) from 2004-present. Source: Compustat and
Goldman Sachs Global ECS Research. As of July 17, 2009.
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gOIﬂ man

el Selling, General, & Administrative (SG&A) cost cuts
Firms reducing expenses consistent with past recessions
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Source: Compustat, First Call, Bloomberg, Goldman Sachs Research and Goldman Sachs Global ECS Research. * Indicates Goldman Sachs Americas Conviction List.
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Wik S&P 500 triangulation of three valuation approaches
Fed Model, mean reversion of P/E multiple, and DDM

Year-end 2009 S&P 500 Fair Value

Upside / (Downside)

Goldman Sachs From Current
Methodology Top-down S&P 500 Level (940)
Fed model 1420 51 %
US Treasury 10 Year Yield 1580 68
BBB Corporate 10 Year Yield 1260 34
Reversion of P/E to 10-yr avg 1410 50 %
US Portfolio Strategy DDM 1060 13 %

Assumptions: 4% ERP, 6.7% long term EPS growth, 4.5% risk free rate

Avg Fair Value (using 3 approaches) 1300 38 %

Source: Goldman Sachs Research. Prices as of July 17, 2009.
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Wl Bottom-up Forward P/E has almost doubled since
Nov-08 as analysts have cut EPS estimates 30%
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Source: Compustat, Robert Shiller, and Goldman Sachs Research. As of July 17, 2009.
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Toldman

e Cyclically-adjusted S&P 500 P/E ratio based on
10-year average trailing EPS, 1927-2009
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Source: Compustat, Robert Shiller, and Goldman Sachs Research. As of July 17, 2009.
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TR Ownership of the US equity market
Mutual funds hold 10x the equity assets of hedge funds

0,
100% Tl [Hedge Funds 2%
Share of
US Corporate Equity Market
0f |
80% Households 35%
60% - Other 9%
Pension Funds 11%
40% - Government Retirement Funds 8%
International Investors 12%
20% -
Mutual Funds 23% ]
0%

1946
1949
1952
1955
1958
1961
1964
1967
1970
1973
1976
1979
1982
1985
1988
1991
1994
1997
2000
2003
2006
2009

Source: Compustat, Federal Reserve, Goldman Sachs Global ECS Research, as of July 17, 2009.
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Toldman
achs

Long-only buying dominated in March, May and June

Hedge Fund short-covering took place in April

110

115

110 A

105 -

S&P 500
(RHS)

March
Mutual Fund Buying

S&P 500 up 9%

Most Shorted vs.
Least Shorted up 1%

S&P 500 up 8%
Most Shorted vs.

May - July
Mutual Fund Buying

- 105

- 100

- 85
Least Shorted down 8%
100 - 80
.
Short-Covering Rall
95 1 . 2 R - 70
Most Shorted Stocks S&P 500 up 10%
vs Least Shorted i Most Shorted vs. - 65
% (Sector Neutral, LHS) | Least Shorted up 10% 50
O € c C € 9 O 0 9 = = = = L 5 = = = > > > > c c € € T 5 5 35 S
858352 ¢des22s<<gc882E3233333227% 7
=B S - T s B A T - R - T\ T BB T < T N S < B < N N

Source: Compustat, Goldman Sachs Global ECS Research As of July 17, 2009.
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Rl Shifting from Macro to Micro
Falling correlations imply stock picking is more important

S&P 500 stock and sector average correlation
Return Correlation

1.0

10-Year 10-Year
09 | Average sector correlation Current Average Z-Score
08 | Industrials 0.64 0.41 15
c 07 Financials 0.66 0.54 0.9
% 06 0.66 | Consumer Discretionary 0.45 0.36 0.7
v [S&P 500 (500 stocks) 0.41 0.32 0.7 |
S 051 Energy 0.74 0.67 0.7
S 0.4 041 | [S&P 500 (10 sectors) 0.66 0.58 0.5 |
g 03 | Consumer Staples 0.35 0.29 0.5
- Utilities 0.60 0.54 0.3
Materials 0.51 0.47 0.3
0.1 1 Average stock correlation Healthcare 0.37 0.34 0.3
0.0 - N " PR - N JUS A, _, Information Technology 0.48 0.47 0.0
® ORI s 2 OO T 9 s 9 % Telecom Services 0.45 0.46 (0.0)
a 8 a4 & A 8 4 & 4 8 4 a

Source: Goldman Sachs Global ECS Research. As of June 12, 2009.
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i Goldman Sachs Sector Recommendations
We recommend overweighting cyclical sectors

Recommended Sector Positioning

Recommended GS Overweight / S&P 500 Total Return

S&P 500 Sector Positioning Underweight Weight YTD
Energy 300 bp 12% (2)%
Materials 200 3 18
Financials Overweight 200 14 2)
Information Technology 100 19 32
Industrials 100 10 (4)
Utilities . | Neutral 0 4 (1)
Consumer Discretionary 0 9 12
Telecom Services (200) 3% (6)
Health Care Underweight (300) 14 1
Consumer Staples (400) 12 2

S&P 500 0 bp 100% 6%

Source: FactSet and Goldman Sachs Global ECS Research. Sector weightings last rebalanced 20-July-09. As of July 17, 2009
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Rl Cyclicals typically lead the market post-ISM trough
ISM has risen to 45 in June, from December trough of 33

S&P 500 sector leadership during ISM cycle phases

65 .
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Source: Goldman Sachs Global ECS and Options Research..
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Tl Stock market recoveries have three stages:
Pop, stall, and sustained rally

Average S&P 500 sector returns during the three stages of recovery (bear markets 1973-2003)

POP STALL SUSTAINED RALLY
Trough to 1 month post-trough Next 3 months Next 6 months
Sector Return Sector Return Sector Return
Information Technology 20 % Financials 15 % Consumer Discretionary 18 %
Industrials 16 Consumer Discretionary 11 Materials 16
Financials 15 Information Technology 10 Financials 15
Materials 15 Consumer Staples 9 Energy 15
Health Care 15 Industrials 8 Utilities 14
Telecommunication Services 14 Materials 7 Information Technology 14
Energy 14 Utilities 6 Industrials 14
Consumer Discretionary 14 Health Care 5 Consumer Staples 11
Consumer Staples 13 Telecommunication Services 4 Health Care 9
Utilities 11 Energy 4 Telecommunication Services 6
|S&P 500 15 | [S&P 500 7 | |S&P 500 14 |
POP STALL
March 9 - April 9, 2009 April 9 - July 17, 2009

Sector Return Sector Return

Financials 72 % Information Technology 17 %

Consumer Discretionary 38 Financials 14

Industrials 36 Materials 11

Materials 33 Consumer Staples 11

Information Technology 31 Health Care 10

Telecommunication Services 24 Industrials 9

Utilities 17 Utilities 9

Energy 16 Consumer Discretionary 8

Consumer Staples 13 Energy 5

Health Care 11 Telecommunication Services (5)
[s&pP 500 27 | [s&P 500 10 |

Source: Factset, Compustat and Goldman Sachs Global ECS Research, as of July 17, 2009
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Rl Cyclicals experienced the biggest fall in EBIT Margins
but have the highest degree of operating leverage

EBIT Margin Decline by Sector

Peak 10Q 2009 Decline
Sector Margin Margin (bp)
Health Care 15.0% 14.4% (56)bp
Telecom Services 20.0 17.5 (245)
Consumer Staples 12.1 9.4 (272)
S&P 500 14.7 9.7 (499)
Information Technology 19.3 13.6 (569)
Consumer Discretionary 11.4 5.5 (584)
Materials 16.0 7.9 (811)
Industrials 19.8 11.5 (830)

Energy 21.6 2.7 (1,893)

Note: S&P 500 EBIT margins exclude the Financials and Utilities sectors.
Source: Compustat and Goldman Sachs Global ECS Research.. As of March 31, 2009.
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Sl Cyclical sectors outperform defensive sectors as
operating leverage declines and margins expand
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Degree of Operating Leverage calculated as (Sales — COGS) / (Sales - COGS - SGA - Depreciation). Degree of operating leverage excludes Financials and Utilities.
Cyclical = Energy, Materials, Industrials, Info Tech, and Consumer Discretionary; Defensive = Telecom Services, Health Care, Consumer Staples.

Source: Compustat, Goldman Sachs Research estimates, and Goldman Sachs Global ECS Research. As of July 17, 2009
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SR Buy high operating leverage basket <GSTHOPHI>
Sell low operating leverage basket <GSTHOPLO>

High Operating Leverage <Bloomberg: GSTHOPHI> Low Operating Leverage <Bloomberg: GSTHOPLO>
Degree of 2009E-2010E Degree of 2009E-2010E
Operating Growth EBIT Margin Operating Growth EBIT Margin
Name Ticker  Leverage Sales EBIT LTM 2010E Name Ticker  Leverage Sales EBIT LTM 2010E

Consumer Discretionary Consumer Discretionary

i 0, 0, 0, 0,
EOOd,yelar Tire & Rubber ET 1‘7";—’ (2) % 143 % ; % g % Marriott Intl. MAR 13 W% 3% 7% 5%
Ar?]‘;iznnccom AMZN 57 2( 1) a3 ; . McDonald's Corp. MCD 1.6 5 6 28 29
Consume.r Staples ’ Coach, Inc. COH 23 4 Q) 33 29
C Stapl
Whole Foods Market Inc. WEMI 117 5% 16 % 3% 4% onsumer staples
Estee Lauder EL 91 1 18 9 9 Lorillard LO 1.3 1% 2% 42 % 41 %
SZ fiaa;“l’nce Wy 78 3 o . A Reynolds American Inc. RAI 17 @ o 28 29
: ’ ’ Coca-Cola Co. KO 25 5 8 25 28
E;Zeor;e;(:ola Enterprises CCE 229 L 4 l 7 Brown-Forman Corp. BF.B 2.4 3 3 27 27
X Energy
0, 0, 0,
Z:?:f:&':it{%eum Zﬁg ;’g gg % Em ég % ii % Devon Energy Corp. DVN 0.6 35% 102%  (76)% 40 %
Smith International Inc Sl 2.4 3 8 14 10 Chesapeake Energy Corp. CHK o7 8 ©) (57 40
H c ’ HES 2'2 40 234 10 9 Halliburton Co. HAL 1.3 1 5 21 14
Hejtsﬁ cg:g : Rowan Cos. RDC 13 (14)  (38) 36 25
Health Care
0, 0, 0, 0,
oo Y A P oELG 4 5 om - e Gilead Sciences GILD 16 14 10 51 46
Mzs:inz Cgrp- MRK 3'2 @ 5 38 29 Medco Health Solutions Inc. MHS 1.9 6 13 4 4
Industrials ' ’ AmerisourceBergen Corp. ABC 2.4 3 2 1 1
Industrials
0, 0, 0, 0,
(Esf“_’: C:’r\‘j\'l W in (Esww g'g (‘11)/° 12 % 12 % 1? % ITT Industries, Inc. ITT 1.2 0% 5% 1% 10%
Cu?;ng;s( In.c ) Inc. CMI 3'4 ©) a5 8 7 Precision Castparts PCP 1.2 5) (8) 24 22
Information Te;:hnology . Fluor Corp. FLR 13 @ (15 5 4
. . Information Technology
0, 0, 0,
ﬁ'ﬁﬁ"i‘ir’:ﬂzﬂzi QFAACT ﬁ; ié % gg‘f (g) & 1i % Mastercard MA 11 10% 14 % 2% 4%
y - ’ Total System Services TSS 1.4 1 3 20 21
Mg{gﬁgfsm Corporation BRCM Ok 7 M 6 6 Linear Technology Corp. LLTC 18 3@ 47 38
Materials
0, 0, 0, 0,
iﬁgzbm'zc iﬁ" g'g g % Nll\:/II. % 13_) % 12 % Allegheny Technologies Inc ATI 16 9% 261 % 14% 7%
Telecommunication Services Teplsgg\%%){]%ication Services PTV 19 0 L 15 o
il i i 0, 0, 0, 0,
Verizon Communications vz 3.3 1% 5% 20 % 19 % Windstream WIN 18 Q% (@)% 35 % 33 %
i i i 0, 0, 0, 0,
' ’ S&P 500 ex. Financials and Utilities Median 2.6 4 7 14 13

Degree of Operating Leverage calculated as (Sales — COGS) / (Sales - COGS — SGA - Depreciation). Based on LTM data.

Note: * indicates on the Conviction List. Source: IDC, Compustat, Goldman Sachs Research Estimates, and Goldman Sachs Global ECS Research.
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Rl Goldman Sachs global GDP forecasts
It's a BRICs-led world

Real GDP Growth (%)

2007 2008 2009E 2010E
China 13.0 9.0 8.3 10.9
BRICS 10.4 7.5 4.5 7.8
India 9.0 6.4 5.8 6.6
Brazil 5.7 5.1 (1.0) 3.7
World 5.0 2.9 (1.2) 3.5
Russia 8.1 5.6 (7.5) 3.0
Canada 2.7 0.5 (1.9) 1.8
UK 2.6 0.7 (4.0) 1.5
USA 2.0 1.1 (2.5) 1.3
Japan 2.3 (0.7) (5.8) 1.1
Euroland 2.7 0.6 (4.4) 0.7

Source: Goldman Sachs Global ECS Research.. As of July 17, 2009.
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Wi Buy US stocks with high sales exposure to BRICs
Stocks with high BRICs exposure have outperformed

US stocks with BRICs sales exposure vs. S&P 500 Regional sales of GSTHBRIC
Other Asia
125 other & Pacific

Relative Performance BRICS Sales Basket
120 | Long GSTHBRIC /  outperforming
Short S&P 500

3%

119 Other 5%
Americas
7%

us.

115 - 33%

Eastern Europe
7%

@ South America

9%

110

105 -
S&P 500 outperforming
100 -
Other EMEA
95 T T T T T T 15% '
Dec-08 Jan-09 M ar-09 Apr-09 M ay-09 Jun-09 Jul-09 Asia

ex.Japan
21%

Source: FactSet & Goldman Sachs Research estimates. As of July 17, 2009.
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IR Constituents for Bloomberg basket tickers:
<GSTHBRIC>

Sales Sales
Company Ticker Rating Non-US  BRICs Company Ticker Rating Non-US  BRICs
Information Technology (20% of the Basket) Financials (10% of the Basket)
Sohu.com Inc. SOHU Neutral 100 % 100 % Citigroup Inc. C Not Rated 55 % 25 %
Genpact Ltd G Neutral 100 81 Morgan Stanley MS Buy 57 21
Marvell Technology Group Ltd. MRVL Buy* 96 66 ProLogis PLD Sell 43 12
Fairchild Semiconductor Internation FCS NC 91 63 Franklin Resources BEN Neutral 35 10
NVIDIA Corp. NVDA Neutral 92 62 White Mountains Insurance Group IWTM NC 36 6
Novellus Systems NVLS Sell* 74 59 Bank of New York BK Buy 32 5
Cree Inc. CREE NC 82 59 Bank of America Corp. BAC Buy* 11 4
Silicon Laboratories Inc. SLAB NC 87 59 Basket median 36 % 10 %
Basket median 91 % 63 % Sector median 4 0
Sector median 51 0 Industrials (9% of the Basket)

Health Care (14% of the Basket) Copa Holdings S.A. (CI A) CPA NC 100 % 69 %
Mylan Laboratories MYL Buy 38 % 24 % Expeditors Int'l EXPD NC 80 58
Pfizer, Inc. PFE Buy* 52 19 Avery Dennison Corp. AVY NC 63 23
Waters Corporation WAT NC 68 17 Boeing Company BA Neutral 41 23
Varian Medical Systems VAR NC 51 16 Emerson Electric EMR Neutral 52 21
Bristol-Myers Squibb BMY Neutral 44 11 Basket median 63 % 23 %
Schering-Plough SGP Not Rated 64 11 Sector median 34 0
lllumina Inc. ILMN Neutral 43 10 Consumer Discretionary (7% of the Basket)

Basket median 51 % 16 % Central European Media Enterprise CETV Neutral 100 % 100 %
Sector median 36 0 CTC Media Inc. CTCM Neutral 100 100

Consumer Staples (14% of the Basket) Yum! Brands, Inc YUM Buy 50 21
Central European Distribution Corp. CEDC NC 99 % 99 % Basket median 83 % 83 %
Avon Products AVP Sell 78 52 Sector median 20 0
Bunge Ltd. BG NC 76 39 Materials (5% of the Basket)

Corn Products International Inc. CPO NC 70 33 Newmont Mining Corp. (Hldg. Co.) NEM NC 71 % 48 %
Philip Morris Intl PM Buy 100 30 Mosaic Co. MOS Neutral 65 35
PepsiAmericas Inc. PAS Not Rated 24 19 Basket median 68 % 42 %
Coca-Cola Co. KO Buy 67 14 Sector median 42 0
Basket median 76 % 33 % Utilities (5% of the Basket)
Sector median 24 0 AES Corp. AES NC 81 % 68 %

Energy (13% of the Basket) Duke Energy DUK Neutral 9 8
Atwood Oceanics Inc. ATW Neutral 93 % 32% Basket median 45 % 38 %
Global Industries Ltd. GLBL NC 69 20 Sector median 0 0
Pride International Inc. PDE Neutral 83 19 Telecommunication Services (3% of the Basket)

Helmerich & Payne Inc. HP Neutral 21 15 NIl Holdings Inc. NIHD Neutral 100 % 46 %
Schlumberger Ltd. SLB Neutral e 14 American Tower Corporation AMT Buy 13 4
Dresser-Rand Group Inc. DRC Neutral 100 13 Basket median 56 % 25 %
Basket median 80 % 17 % Sector median 0 0
Sector median 34 0
GSTHBRIC median 68 % 23 %
S&P 500 median 25 0

Source: Company 10-K filings, FactSet & Goldman Sachs Research. As of June 18, 2009.

Goldman Sachs Global ECS Reseal



Wil Goldman Sachs US Portfolio Strategy Baskets

<GSSU5>

GREAB Equity Macroeconomic
GSTHINTL
- . . & Co. Goldnan Sachs GSTHAINT
]Ul(lmdll _ ; GSTHWEUR
arhg AP ' ISR GSTHBRIC
Sachs Vew York : o gstieric

Fundamental
GSTHOPHI
GSTHOPLO
GSTHSBAL
GSTHWBAL

EQUITY BASKETS / INDIC

iew _ GSTHRMAR
Performance
l"‘ —. —.

nponents

GSTHFMAR

Hedge Fund
GSTHHVIP

GSTHHFHI
GSTHHFSL

Use of Cash
GSTHDIVG

Valuation
GSTHGARP
GSTHSVLU
GSTHAVLU

A J 0410 Demographic
" : %o GSTHHPNL
GSTHHPNS

Permission to our GS Portfolio Strategy Baskets
To receive access to the Goldman Sachs US Portfolio Strategy <GSSU5> Bloomberg page, please follow the directions

below:
1. Please go to your Bloomberg terminal and type IAM <go>.

2. Take a screen shot of the page.

3. Send the attachment and an e-mail to your Goldman Sachs salesperson requesting access to the US Portfolio Strategy
Bloomberg <GSSU5> page.

Note: The ability to trade baskets will depend upon market conditions, including liquidity and borrow constraints at the time of trade.

Source: Bloomberg and Goldman Sachs Research.
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Sl Equity Basket Disclosures

The Equities Division of the firm has previously introduced the basket of securities
discussed in this report. The Equity Analyst may have been consulted as to the
composition of the basket prior to its launch; however, the views expressed in this
research and its timing were not shared with the Equities Division.
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the subject company or companies and its or their securities. | also certify that no part of my compensation was, is, or will
be, directly or indirectly, related to the specific recommendations or views expressed in this report.
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Wi Disclosures

Coverage group(s) of stocks by primary analyst(s)

Compendium report: please see disclosures at http://www.gs.com/research/hedge.html

Company-specific regulatory disclosures

Compendium report: please see disclosures at
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http://www.gs.com/research.hedge.html

Wi Disclosures

Distribution of ratings/investment banking relationships

Goldman Sachs Investment Research global coverage universe

Rating Distribution Investment Banking Relationships
Buy Hold Sell Buy Hold Sell
Global 30% 51% | 19% 54% 52% | 44%

As of July 1, 2009, Goldman Sachs Global Investment Research had investment ratings on 2,709 equity securities. Goldman
Sachs assigns stocks as Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral.
Such assignments equate to Buy, Hold and Sell for the purposes of the above disclosure required by NASD/NY SE rules. See
'Ratings, Coverage groups and view s and related definitions' below .

Price target and rating history chart(s)

Compendium report: please see disclosures at http://www.gs.com/research/hedge.html. Disclosures applicable to the companies included in
this compendium can be found in the latest relevant published research.
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Disclosures

Regulatory disclosures

Disclosures required by United States laws and regulations

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager or co-manager in a pending
transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-managed public offerings in prior periods; directorships; market
making and/or specialist role.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, professionals reporting to analysts and
members of their households from owning securities of any company in the analyst's area of coverage. Analyst compensation: Analysts are paid in part based on the profitability of
Goldman Sachs, which includes investment banking revenues. Analyst as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of
their households from serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.S. analysts may
not be associated persons of Goldman, Sachs & Co. and therefore may not be subject to NASD Rule 2711/NYSE Rules 472 restrictions on communications with subject company,
public appearances and trading securities held by the analysts. Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes
of ratings and price targets in prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs website at
http://www.gs.com/research/hedge.html. Goldman, Sachs & Co. is a member of SIPC (http://www.sipc.org).

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and regulations. Australia: This
research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act. Canada: Goldman Sachs Canada Inc. has approved of,
and agreed to take responsibility for, this research in Canada if and to the extent it relates to equity securities of Canadian issuers. Analysts may conduct site visits but are prohibited
from accepting payment or reimbursement by the company of travel expenses for such visits. Hong Kong: Further information on the securities of covered companies referred to in
this research may be obtained on request from Goldman Sachs (Asia) L.L.C. India: Further information on the subject company or companies referred to in this research may be
obtained from Goldman Sachs (India) Securities Private Limited. Japan: See below. Korea: Further information on the subject company or companies referred to in this research may
be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch. Russia: Research reports distributed in the Russian Federation are not advertising as defined in Russian law, but are
information and analysis not having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian Law on Appraisal. Singapore: Further
information on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte. (Company Number: 198602165W). Taiwan: This material is
for reference only and must not be reprinted without permission. Investors should carefully consider their own investment risk. Investment results are the responsibility of the individual
investor. United Kingdom: Persons who would be categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Services Authority, should
read this research in conjunction with prior Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been sent to them by
Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available from Goldman Sachs International on request.

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is available at
http://www.gs.com/client_services/global_investment_research/europeanpolicy.html

Japan: Goldman Sachs Japan Co., Ltd. Is a Financial Instrument Dealer under the Financial Instrument and Exchange Law, registered with the Kanto Financial Bureau (Registration
No. 69), and is a member of Japan Securities Dealers Association (JSDA) and Financial Futures Association of Japan (FFJAJ). Sales and purchase of equities are subject to
commission pre-determined with clients plus consumption tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the
Japanese Securities Dealers Association or the Japanese Securities Finance Company.
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Disclosures

Ratings, coverage groups and views and related definitions

Buy (B), Neutral (N), Sell (S) — Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy or Sell on an Investment List is
determined by a stock’s return potential relative to its coverage group as described below. Any stock not assigned as a Buy or a Sell on an Investment List is deemed Neutral. Each
regional Investment Review Committee manages various regional Investment Lists to a global guideline of 25%-35% of stocks as Buy and 10%-15% of stocks as Sell; however, the
distribution of Buys and Sells in any particular coverage group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent
investment recommendations focused on either the size of the potential return or the likelihood of the realization of the return.

Return potential represents the price differential between the current share price and the price target expected during the time horizon associated with the price target. Price targets
are required for all covered stocks. The return potential, price target and associated time horizon are stated in each report adding or reiterating an Investment List membership.

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at http://www.gs.com/research/hedge.html. The
analyst assigns one of the following coverage views which represents the analyst’s investment outlook on the coverage group relative to the group’s historical fundamentals and/or
valuation. Attractive (A). The investment outlook over the following 12 months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral (N). The
investment outlook over the following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook over the
following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Not Rated (NR). The investment rating and target price, if any, have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an advisory capacity in a
merger or strategic transaction involving this company and in certain other circumstances. Rating Suspended (RS). Goldman Sachs Research has suspended the investment rating
and price target, if any, for this stock, because there is not a sufficient fundamental basis for determining an investment rating or target. The previous investment rating and price target,
if any, are no longer in effect for this stock and should not be relied upon. Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company. Not Covered (NC).
Goldman Sachs does not cover this company. Not Available or Not Applicable (NA). The information is not available for display or is not applicable. Not Meaningful (NM). The
information is not meaningful and is therefore excluded.

Ratings, coverage views and related definitions prior to June 26, 2006

Our rating system requires that analysts rank order the stocks in their coverage groups and assign one of three investment ratings (see definitions below) within a ratings distribution
guideline of no more than 25% of the stocks should be rated Outperform and no fewer than 10% rated Underperform. The analyst assigns one of three coverage views (see definitions
below), which represents the analyst’s investment outlook on the coverage group relative to the group’s historical fundamentals and valuation. Each coverage group, listing all stocks
covered in that group, is available by primary analyst, stock and coverage group at http://www.gs.com/research/hedge.html.

Definitions

Outperform (OP). We expect this stock to outperform the median total return for the analyst's coverage universe over the next 12 months. In-Line (IL). We expect this stock to perform
in line with the median total return for the analyst's coverage universe over the next 12 months. Underperform (U). We expect this stock to underperform the median total return for the
analyst's coverage universe over the next 12 months

Coverage views: Attractive (A). The investment outlook over the following 12 months is favorable relative to the coverage group's historical fundamentals and/or valuation. Neutral
(N). The investment outlook over the following 12 months is neutral relative to the coverage group's historical fundamentals and/or valuation. Cautious (C). The investment outlook
over the following 12 months is unfavorable relative to the coverage group's historical fundamentals and/or valuation.

Current Investment List (CIL). We expect stocks on this list to provide an absolute total return of approximately 15%-20% over the next 12 months. We only assign this designation to
stocks rated Outperform. We require a 12-month price target for stocks with this designation. Each stock on the CIL will automatically come off the list after 90 days unless renewed
by the covering analyst and the relevant Regional Investment Review Committee.
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Disclosures

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs, and pursuant to certain contractual
arrangements, on a global basis. Analysts based in Goldman Sachs offices around the world produce equity research on industries and companies, and research on macroeconomics,
currencies, commodities and portfolio strategy.

This research is disseminated in Australia by Goldman Sachs JBWere Pty Ltd (ABN 21 006 797 897) on behalf of Goldman Sachs; in Canada by Goldman Sachs Canada Inc.
regarding Canadian equities and by Goldman Sachs & Co. (all other research); in Germany by Goldman Sachs & Co. oHG; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by
Goldman Sachs (India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand
by Goldman Sachs JBWere (NZ) Limited on behalf of Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States
of America by Goldman, Sachs & Co. Goldman Sachs International has approved this research in connection with its distribution in the United Kingdom and European Union.

European Union: Goldman Sachs International, authorised and regulated by the Financial Services Authority, has approved this research in connection with its distribution in the
European Union and United Kingdom; Goldman, Sachs & Co. oHG, regulated by the Bundesanstalt fiir Finanzdienstleistungsaufsicht, may also be distributing research in Germany

General disclosures in addition to specific disclosures required by certain jurisdictions

This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we consider reliable, but we do not
represent it is accurate or complete, and it should not be relied on as such. We seek to update our research as appropriate, but various regulations may prevent us from doing so.
Other than certain industry reports published on a periodic basis, the large majority of reports are published at irregular intervals as appropriate in the analyst’'s judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment banking and other business
relationships with a substantial percentage of the companies covered by our Global Investment Research Division.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and our proprietary trading desks that reflect
opinions that are contrary to the opinions expressed in this research. Our asset management area, our proprietary trading desks and investing businesses may make investment
decisions that are inconsistent with the recommendations or views expressed in this research.

We and our affiliates, officers, directors, and employees, excluding equity analysts, will from time to time have long or short positions in, act as principal in, and buy or sell, the
securities or derivatives (including options and warrants) thereof of covered companies referred to in this research.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does not constitute a
personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or
recommendation in this research is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of the investments
referred to in this research and the income from them may fluctuate. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original
capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Investors should review current
options disclosure documents which are available from Goldman Sachs sales representatives or at http://www.theocc.com/publications/risks/riskchapl.jsp. Transactions cost may be
significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation will be supplied upon request.

Our research is disseminated primarily electronically, and, in some cases, in printed form. Electronic research is simultaneously available to all clients.
Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, One New York Plaza, New York, NY 10004.
Copyright 2009 The Goldman Sachs Group, Inc.

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written consent
of The Goldman Sachs Group, Inc.

Goldman Sachs Global ECS Reseal



	Where to Invest Now� Breaking the range
	Where to invest now�Economy, earnings, valuation, and money flow
	Where to invest now�Breaking the range
	“Pop, Stall, & Sustained Rally” after bear markets�We are shifting from “Stall” to “Sustained Rally”
	Year-end target of 1060 implies a 13% return�Performance would rank in 80th percentile since 1950 
	US Economic Forecast for 2009 and 2010
	Some signs of improvement in recent macro data�GLI posted 3rd consecutive month of improvement
	Labor market continues to deteriorate�We expect the unemployment rate will reach 10% in 2010
	Savings rate and the impact on consumer spending�How higher savings rate translates into less spending
	Earnings recovery: EPS tends to rebound 36% in the year after a profit contraction; we forecast 18% growth in 2010
	Decomposition of S&P 500 earnings estimates: �Financials’ provisions & write-downs drag down SPX EPS
	Provisions & write-downs for S&P 500 Financials�We are 2/3 of the way through $2.1 trillion of global losses 
	S&P 500 Quarterly Profit Margin�We expect margins to fall by 188 bp 6.4% in 2009  
	Selling, General, & Administrative (SG&A) cost cuts�Firms reducing expenses consistent with past recessions 
	S&P 500 triangulation of three valuation approaches�Fed Model, mean reversion of P/E multiple, and DDM
	Bottom-up Forward P/E has almost doubled since Nov-08 as analysts have cut EPS estimates 30%
	Cyclically-adjusted S&P 500 P/E ratio based on�10-year average trailing EPS, 1927-2009
	Ownership of the US equity market�Mutual funds hold 10x the equity assets of hedge funds
	Long-only buying dominated in March, May and June�Hedge Fund short-covering took place in April
	Shifting from Macro to Micro�Falling correlations imply stock picking is more important
	Goldman Sachs Sector Recommendations�We recommend overweighting cyclical sectors 
	Cyclicals typically lead the market post-ISM trough�ISM has risen to 45 in June, from December trough of 33
	Stock market recoveries have three stages:�Pop, stall, and sustained rally 
	Cyclicals experienced the biggest fall in EBIT Margins but have the highest degree of operating leverage
	Cyclical sectors outperform defensive sectors as operating leverage declines and margins expand
	Buy high operating leverage basket <GSTHOPHI>�Sell low operating leverage basket <GSTHOPLO>
	Goldman Sachs global GDP forecasts�It’s a BRICs-led world
	Buy US stocks with high sales exposure to BRICs �Stocks with high BRICs exposure have outperformed
	Constituents for Bloomberg basket tickers: <GSTHBRIC>
	Goldman Sachs US Portfolio Strategy Baskets
	Equity Basket Disclosures
	Analyst Certification
	Disclosures
	Disclosures
	Disclosures
	Disclosures
	Disclosures
	Disclosures

