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Tariffs: cause and effect
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B US imposed tariffs are impacting growth lower...

W ...and prices higher

W ...possibly leading to greater wllingness to roll them back

Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results. 3
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Reduced policy response
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Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results. 4
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Rotating risks

Index Index % of GDP US trade balance % of GDP
140 - - 140 1.0 - r 10
e JSD - Real Trade-Weighted Index
120 USD - Real Trade-Weighted GSDEER Fair Value | 130 051 r 05
0.0 \ - 0.0
120 - - 120 -0.5 - N M - -0.5
W
-1.0 A - -1.0
110 - - 110 15 15
-1.5 1 / e
N
100 - ‘ - 100 -2.0 1 - -2.0
- . 2.5 - - 2.5
901 | V " 90 -3.0 - [ -3.0
80 - . 80 -3.5 A e N\ ON-0il - -35
-4.0 - oil - -4.0
70 T T T T T T T T T T 70 45 -45
1978 1982 1986 1990 1994 1998 2002 2006 2010 2014 2018 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15 17 19
Customs Duties/Imports, % Index
10 1 —— Effective Tariff Rate (eft) | 00
9 - , )
Nixon Real USD TWI (right) L 150
81 _~ Plaza Accord . . . .
7] . L 140 B FX valuation metrics show the USD being expensive...
6 1 L 130 B .. .butit can remain so for extended periods of time
Reagan
5 1 / . . . .
\ {_k_\ - 120 B Severity of slow down in non-oil exports in C/A has been masked
41 Bush A il
BN w us by fall in oil imports due to shale
3 - a
’I - 110
27 Al
L Dol - 100
0 90

65 69 73 77 81 85 89 93 97 01 05 09 13 17
*Ford Administration oil import fees.

Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results. 5
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Industrial malaise and Brexit risk premium
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Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of
the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results. 6
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Corrections under way, but much further to run
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Source : GS Research (Exhibits), GS Securities. Indicative chart for discussion purposes only. This material is for discussion purposes only, and does not purport to contain a comprehensive analysis of

the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the

past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results.
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i Valuations / performance
USD too strong, volatility too low, EMFX not weak
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the risk/rewards of any idea or strategy herein. Simulated results are for illustrative purposes only. GS provides no assurance or guarantee that the strategy will operate or would have operated in the
past in a manner consistent with the above analysis. Past performance figures are not a reliable indicator of future results. 8
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