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Getting leverage to ECB action

Following last week’s ECB meeting, we look at the implications for the equity market of a period of
both further credit easing and persistent low yields at the short end anchored by policy. In our view,

some of the most advantaged segments of the market will be companies with high financial
leverage, companies with good dividend yields and the ability to grow dividends and (depending
on the conditions of the LTRO) the banks. We initiate a long recommendation on our financial

leverage basket (GSSTFNLV) vs. the SXXP.

Credit spreads to narrow further...

Our Credit team argues that while more details of the ECB’s targeted LTRO
should come out over the next few weeks, the implications for credit are
unambiguously constructive. We believe funding conditions are becoming
persistently cheaper and that tail risks are diminished by the commitment.

...supporting financially levered stocks...

Companies with high financial leverage should benefit from narrowing
credit spreads and the extra liquidity provided by the ECB. Given this, we
initiate a long recommendation on our high financial leverage basket
(GSSTFNLV) vs. the STOXX Europe. Our financial leverage basket trades
on a 12m forward P/E of 16.0x vs. 14.5x for the STOXX, a premium of 10%.
But this premium is not as high as in the recovery period in 2010. And
based on FY3 earnings (2016), the basket trades slightly below its average
rating to the market.

...and stocks with high yields and the ability to grow dividends

Our high dividend yield plus growth basket (GSSTHIDY) has done well as
spreads have narrowed. We see the basket as an income proxy, but with
the additional benefit that these companies have the ability to grow their
dividends further. We continue to recommend the basket and see the ECB's
action in easing credit and keeping rates anchored at low levels for the
next few years as supportive.

Finally, both the banks and the market overall should benefit

The banks should also benefit from cheaper funding, although the details of
the targeted LTRO will be important. We find that banks’ performance is
highly correlated with credit spreads and we remain overweight the sector.
For the market overall, continued easy financial conditions underpin our
case for a ‘long grind higher’ in equities. And further corporate bond yield
declines should support companies’ margins.
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Getting leverage to ECB action

Last week, the ECB announced a series of measures that aim to support credit growth in
the Euro area. Our Credit team argues that while more details should come out over the
next few weeks (especially with regard to the implementation of the targeted LTROs), the
implications for corporate credit are unambiguously constructive — see The Credit Trader,
ECB actions boost our tactical view on European credit, June 6, 2014. They argue that
funding conditions are becoming persistently cheaper and that tail risks are diminished by
this extra commitment by the ECB.

As we discussed in Bold measures, but incremental easing, June 6, 2014, we think the
ECB's actions support our general stance on European equities, which is one where prices
slowly grind higher supported by policy action and favourable valuations relative to other
asset classes. In our view, some of the most advantaged segments of the market will be
companies with high financial leverage and (depending on the conditions of the LTRO) the
banks. In addition, the ECB’s actions are likely to reinforce the search for yield, in our view.
As a result, we also think that companies with good yields and the ability to grow their
dividend should continue to do well and we continue to recommend our high dividend
yield plus growth basket (GSSTHIDY).

Credit market impact and equities

Companies with higher-than-average financial leverage should benefit from
narrowing credit spreads and the extra liquidity provided by the ECB; we initiate a
long recommendation on our basket of stocks with high financial leverage
(GSSTFNLYV) versus the STOXX Europe (SXXP).

In our financial leverage basket, we screen for companies with 2014E and 2015E net
debt/equity and net debt/market cap above 70th percentile, and interest cover below the
median (based on Goldman Sachs’ European coverage). This basket has been correlated
with the performance of Xover Itraxx spreads. As spreads have narrowed since the
summer of 2012, the basket has generally outperformed, although performance in the past
six months has been more in line with the market. If spreads narrow further as economic
growth improves, then we would see the stocks in this basket as generally well supported.

Exhibit 1: Companies with high financial leverage perform well as credit spreads narrow
Financial leverage relative price performance to the market indexed at 100 in January 2010
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Source: Bloomberg, Goldman Sachs Global Investment Research.
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The financial leverage basket trades at a premium of 10% to the market based on I/B/E/S
consensus 12m forward earnings — a P/E of 16.0x versus 14.5x for the STOXX Europe. But this
premium is not as high as in the recovery period in 2010. And based on FY3 earnings (2016
currently), the basket trades slightly below its average rating to the market (Exhibit 3). We
think that as growth improves and yields stay relatively low supported by the ECB’s recent
action, these stocks will outperform. We show the list of companies in this basket on page 10.

Exhibit 2: Companies with high financial leverage have re-rated...
GSSTFNLV: Financial leverage basket, SXXP: STOXX Europe
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Source: I/B/E/S, Datastream, Goldman Sachs Global Investment Research.

Exhibit 3: ...but based on FY3 estimates the relative rating is not high...
GSSTFNLV: Financial leverage basket, SXXP: STOXX Europe
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Source: I/B/E/S, Datastream, Goldman Sachs Global Investment Research.

Exhibit 4 summarizes valuation and growth metrics for the financial leverage basket
relative to the market. While on a 12m forward P/E basis the basket is trading at a premium
to the market, it offers higher earnings growth given the leverage of its constituents: over
the next two years, the basket offers more than double the EPS growth of the market, with
a larger increase in both sales and margins expected by the consensus.

Goldman Sachs Global Investment Research 3
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Exhibit 4: Valuation and growth metrics for our financial leverage basket and the market
GSSTFNLV: Financial leverage basket (NTM = next 12 months, LTM = last 12 months)

GSSTFNLV SXXP

EPS 13-15 CAGR (%) 19.0 9.2
Sales 13-15 CAGR (%) 4.0 1.8
14 Chg in profit margin (bp) 48 28

PE (NTM) 16.0 14.5
DY (%) 3.2 3.1

P/B (LTM) 2.3 1.8
Net debt/EBITDA (x) 3.0 1.6

Source: Factset, I/B/E/S, Goldman Sachs Global Investment Research

Meanwhile, companies with less rate-sensitive profiles tend to underperform when
spreads are narrowing; for example, our stable grower basket (GSSTGRTH), where in
each sector, we select companies with the highest average growth to standard deviation on
growth and return metrics (net income growth, sales growth, ROE). The companies in this
basket tend not to rely so much on debt financing, and more importantly strong historical
performance has meant they have had sufficient cash flow to maintain growth without
recourse to borrowing. In general, these companies are higher quality but more defensive
and clearly not very sensitive to spreads contracting.

Exhibit 5: ...whereas stable growth stocks (GSSTGRTH) have underperformed
Stable grower relative price performance to the market indexed at 100 in January 2010
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Source: Bloomberg, Goldman Sachs Global Investment Research.

Our high dividend yield plus growth basket (GSSTHIDY) has done well as spreads
have narrowed. We see the basket as an income proxy, but with the additional
benefit that these companies have the ability to further grow their dividends. We
continue to recommend the basket and see the ECB’s action in easing credit and keeping
rates anchored at low levels for the next few years as supportive.

Goldman Sachs Global Investment Research 4
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Exhibit 6: High dividend yield + growth strategy supported by narrowing spreads
High dividend yield plus growth basket (GSSTHIDY) relative total return to the market
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Source: Bloomberg, Goldman Sachs Global Investment Research.

Indeed, taking the market more broadly, currently more than 50% of companies in the
STOXX Europe index have a dividend yield above the yield on the corporate bond market
(Exhibit 7). This proportion has risen above 50% again for the first time in a year, a function
of the recent fall again in corporate bond yields.

Exhibit 7: Half of European stocks still have a yield above credit
% of companies with dividend yield above the Iboxx corporate bond yield
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Source: Datastream, Goldman Sachs Global Investment Research.

Another area obviously exposed to any further spread compression is banks. For the banks,

the details of the ECB’s targeted LTRO will be important and we lack enough information to
know how much of the offered liquidity they will be able or want to take up and under what
terms the collateral requirements will be set. Moreover, some of any gain made on the
lowered funding costs could be offset by lower net interest margins given the rate cut.

Goldman Sachs Global Investment Research 5
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The conditions around this notwithstanding, the banks should benefit from cheaper
funding guaranteed for the next four years, which they can use either to invest in carry
trades (and in doing so push down yields), enhance their cash flow and/or strengthen their
balance sheets over time. We find that banks’ performance is also correlated with the
Xover spread (see Exhibit 8).

Exhibit 8: Banks’ performance has lagged credit spreads tightening in Europe...
European banks’ relative price performance indexed to 100 in January 2010
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Source: Bloomberg, Datastream, Goldman Sachs Global Investment Research.

Performance in the past couple of years appears to lag behind what would have been
expected given the narrowing in spreads. However, much of this could be because banks
continue to rebuild balance sheets in many cases via new equity. Equity supply has been
growing at about 5%-10% of market cap per annum for the sector over the past few years,
whereas it has been almost flat for the market excluding financials (equity supply has been
offset by some companies withdrawing equity) — see Exhibit 9. If we compare the relative
market cap performance of the banks with credit spreads, we see a close relationship.
Again, this emphasizes the importance of support from the ECB both in terms of
funding and enabling banks to rebuild capital positions. We remain overweight the
banks sector given this support and what we see as reasonable valuation and gearing
to economic improvement.

Goldman Sachs Global Investment Research 6
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Exhibit 9: ...but net equity supply has been high for the banks
Net equity supply as a % of market cap
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Source: Datastream, Goldman Sachs Global Investment Research.

Exhibit 10: And in market value terms, relative performance has risen as spreads narrowed
Relative price and market cap performance to the European market
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Source: Bloomberg, Datastream, Goldman Sachs Global Investment Research.

Small caps tend to outperform as credit spreads narrow

March and April saw a setback in small cap stocks, but this has proved relatively temporary.
As shown in Exhibit 11, small caps tend to outperform as credit spreads narrow. Small

caps are more sensitive to risk sentiment and tend to be more cyclical (there is less weight
in very defensive sectors among smaller cap names). In addition, if credit conditions
tighten, they suffer more than large cap stocks, which tend to have greater sources of
funding available to them.

Goldman Sachs Global Investment Research 7
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Exhibit 11: Small caps outperform as credit spreads narrow
Small vs. large cap relative price performance indexed to 100 in January 2010
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Source: Bloomberg, Datastream, Goldman Sachs Global investment Research.

Falling interest costs support margins, cash returns and M&A

More broadly, companies ought to continue to benefit from lower refinancing costs as they
roll over existing debt — something that should support overall corporate margins for the
market. Exhibit 12 shows that the current average coupon on Euro area-listed corporate
debt is 3.8%, whereas the current yield to redemption on the corporate bond market is 190 bp
below this. Assuming the companies rolling over debt or adding to debt have around the
same credit rating as those already in the index, and banks’ financing costs are evolving in
a similar way to credit spreads, then we would expect a continued rolling benefit over the
next few years from lower interest costs.

Exhibit 12: Refinancing costs very low relative to the current coupon on bonds
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Source: Datastream, Goldman Sachs Global Investment Research.
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Moreover, as we have discussed previously (see Portfolio Strategy: Show me the money
Part 1, February 7, 2014, and Part 2, February 27, 2014), companies could also use this
cheap funding, which is now increasingly underpinned by ECB action, to finance
acquisitions or gear up their balance sheet and return equity to shareholders via buybacks.
So far, though, companies have been cautious of doing this, and with high cash levels on
their balance sheets they might not need to raise extra finance.

Impact of UK FLS: Too distorted

The UK Funding for Lending Scheme (FLS) announced in June 2012 by the BoE and HM
Treasury to support UK bank lending provides one potential example of support for banks
and encouragement to increase lending to the private sector. Our economists discussed
the impact of this in European Economics Analyst: ECB credit easing and the investment
outlook, June 5, 2014.

From August 2012, UK banks were able to refinance 5% of their loan book from the FLS
facility, plus an amount equal to their increased (net) lending. Funding was available for up
to four years. The fee charged depended on the increase in net lending, with the fee being
higher for banks whose lending shrank.

Soon after the announcement of the FLS, UK bank funding costs fell significantly. Yet UK
bank funding costs are highly correlated with Euro area banks’ funding costs. As the FLS
announcement coincided with Mr. Draghi’s “whatever it takes” intervention in the summer
of 2012, our economists argue it is difficult to disentangle the effect of the FLS policy from
the effect of Mr. Draghi’s announcement.

Overall, and alongside relatively weak UK net lending (especially to SMEs), the FLS
effect is likely to have operated largely as an ‘insurance policy’. As an insurance policy,
its subsidy for lending was off balance sheet. Had Mr. Draghi not announced the OMT
policy, UK bank funding costs would have been higher; the implied subsidy from the FLS -
and FLS take-up — would then have been greater. Given Mr. Draghi’s intervention, the
‘insurance policy’ view of the FLS supported lending by giving banks the confidence that
funding costs would remain low. Even though banks’ net lending to corporates remains
negative in the UK, growth has picked up.

Exhibit 13: UK banks outperformed the UK market post the launch of the FLS
Indexed to 100 in January 2011
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Source: Datastream, Goldman Sachs Global Investment Research.
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UK banks outperformed the aggregate UK equity market in the year immediately after the
FLS was launched. However, this probably had much to do with the reduction of tail risks
in Europe as a result of Mr. Draghi’s intervention. Nonetheless, UK banks’ performance
kept pace in relative terms with that of Euro area banks in the year post the FLS/Draghi
announcements. Given the step-change in risk perception that benefited the Euro area
banks post the summer of 2012, the fact that UK banks’ performance kept pace with Euro
area banks is perhaps evidence that the FLS was seen as a substantive support to the sector.

When lending does recover....benefit to domestic sectors & small caps

Our economists argue that while full details of the subsidy for term funding are currently
unclear, it remains an open question whether the subsidy will be large enough to drive
new credit expansion given weak demand from the corporate sector. In other words, they
are sceptical that this will turn loan growth around anytime soon.

However, should these changes eventually provide a spur to lending growth, we would
expect the more domestic-facing sectors in the equity market to benefit, as lending growth
should drive investment and better economic performance in Europe. The table below
shows correlations between Euro area operating profit growth by sector and growth in
aggregate Euro area bank lending to the non-financial corporate sector.

Exhibit 14: Correlation of lending growth and operating profit growth
Year-on-year EBIT growth vs. year-on-year lending growth to the non fin. corp sector (from 1998)

Most & least correlated sector Op. profit growth with Euro area loan growth to corporates

Most correlated sectors: Least correlated sectors:

Con & Mat 0.55 Insurance -0.18
Banks 0.55 Food & Bev -0.12
Utilities 0.50 Technology -0.09
Oil & Gas 0.40 Financial Svs -0.03
Inds Gds & Svs 0.37 Telecom -0.01
Health Care 0.29 Travel & Leis 0.08
Basic Resource 0.22 Auto & Parts 0.08
Media 0.19 Retail 0.13
Chemicals 0.17 Pers & H/H Gds 0.15
Real Estate 0.17

Source: Datastream, Worldscope, Goldman Sachs Global Investment Research.

The results should be treated cautiously, not least because the details of the LTRO and the
impact on lending growth are unclear. In addition, the correlations are not that high for
many sectors and the timing of a turn in lending growth and its potential impact on
company profits are uncertain. Indeed, there is a relatively high correlation between Euro
area lending growth and oil sector earnings — one that we think is most likely spurious or
coincidental — as oil prices dipped sharply in 2008 just as lending growth dipped.

However, the general pattern we observe of more domestic-facing sectors having a
positive correlation (construction, banks, utilities) and more defensive or international
sectors having a low correlation (food & beverages and technology) seems intuitive. In
addition, we find that small cap earnings are 68% correlated with lending growth, whereas
large cap earnings are 49% correlated; so on balance, small caps should be greater
beneficiaries if and when lending does recover.

Goldman Sachs Global Investment Research 10
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Appendix: Financial leverage basket (GSSTFNLV)

Exhibit 15: Constituents of financial leverage basket (GSSTFNLV)
Criteria: Companies with 2014E and 2015E net debt/equity and net debt/market cap above the 70" percentile, and interest cover
below the median (based on GS European coverage).

FINANCIAL LEVERAGE BASKET (GSSTFNLV)

b N Interest cover  Interest cover R e
Current market cap debt/equity  debt/equity 14E 15E debt/market debt/market

Company name Basket weights (%) (€Bn) 14E 15E cap 14E cap 15E
Automobiles & Parts 3.3%

Faurecia 3.3% 3.9 76% 52% 4.1 55 37% 31%
Basic Resources 3.3%

Stora Enso 3.3% 7.5 52% 50% 1.7 2.3 47% 48%
Chemicals 3.3%

Lanxess AG 3.3% 4.2 82% 64% 3.4 4.9 34% 28%
Construction & Materials 13.3%

Vinci 3.3% 31.4 88% 75% 6.1 6.8 43% 39%

ACS 3.3% 10.7 62% 55% 1.6 1.7 46% 45%

Eiffage 3.3% 5.0 388% 341% 1.8 2.0 255% 247%

BAM Groep 3.3% 1.0 82% 79% 1.7 25 70% 67%
Food & Beverage 6.7%

Heineken 3.3% 29.7 70% 73% 6.3 6.9 35% 40%

Pernod Ricard 3.3% 23.3 66% 65% 5.6 6.8 31% 33%
Health Care 6.7%

Fresenius Medical Care 3.3% 14.3 69% 66% 53 6.0 39% 39%

Fresenius SE & Co KGaA 3.3% 19.8 83% 74% 49 5.7 66% 65%
Industrial Goods & Services 23.3%

Gerresheimer AG 3.3% 1.6 71% 67% 4.0 3.8 28% 30%

G4S Plc 3.3% 4.8 174% 173% 25 29 43% 44%

Fraport AG 3.3% 5.1 111% 100% 3.9 4.5 54% 52%

ThyssenKrupp 3.3% 11.2 82% 72% 1.6 2.1 27% 27%

Atlantia 3.3% 17.6 161% 153% 24 26 60% 60%

Royal Vopak 3.3% 4.8 87% 76% 3.6 3.9 38% 37%

Smurfit Kappa Group 3.3% 4.1 90% 85% 25 2.9 60% 61%
Media 3.3%

Eutelsat Communications 3.3% 5.5 190% 232% 4.9 5.0 63% 73%
Oil & Gas 3.3%

SeaDrill Ltd 3.3% 13.4 182% 199% 47 4.8 83% 95%
Personal & Household Goods 3.3%

Imperial Tobacco 3.3% 31.6 186% 189% 6.1 6.4 37% 36%
Retail 6.7%

Metro 3.3% 10.1 61% 55% 28 2.9 39% 36%

Dufry 3.3% 3.5 129% 106% 3.9 4.4 38% 37%
Technology 3.3%

Alcatel-Lucent 3.3% 6.7 63% 99% 1.5 1.7 24% 29%
Telecommunications 16.7%

Telefonica 3.3% 57.7 156% 146% 27 2.9 71% 67%

TDC A/S 3.3% 58 103% 97% 3.6 3.8 48% 46%

Inmarsat Plc 3.3% 4.4 176% 159% 4.0 4.5 34% 31%

Royal KPN NV 3.3% 1.7 682% 526% 1.7 1.8 93% 88%

Belgacom 3.3% 7.9 73% 76% 7.0 6.1 26% 27%
Utilities 3.3%

Suez Environnement 3.3% 7.9 113% 122% 2.8 3.0 95% 103%

Median 7.7 87% 82% 3.58 3.86 43% 42%

Source: Datastream, Worldscope, Goldman Sachs Global Investment Research.
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Exhibit 16: Sector and country weight of financial leverage basket (GSSTFNLV) relative to the market (SXXP)

Financial Leverage Stoxx Europe 600 Diff. in sector Financial Leverage Stoxx Europe 600 Diff. in country
(GSSTFNLV) (SXXP) weight (GSSTFNLV) (SXXP) weight

Ind. Goods & Srvs 23.3 10.9 12.4 Germany 23.3 13.3 10.1
Telecom 16.7 4.4 12.3 France 23.3 14.9 8.5
Constr. & Mat. 13.3 2.5 10.8 Netherlands 13.3 6.0 74
Retail 6.7 3.0 3.7 Ireland 3.3 0.8 2.6
Media 3.3 2.5 0.8 Norway 3.3 1.2 21
Technology 3.3 3.1 0.2 Finland 3.3 1.4 1.9
Auto 3.3 3.2 0.1 Belgium 3.3 1.7 1.6
Basic Resources 3.3 3.2 0.1 Spain 6.7 5.3 1.3
Utilities 3.3 4.4 -1.1 Denmark 3.3 22 1.1
Food & Beverage 6.7 8.0 -1.3 Greece 0.1 -0.1
Real Estate 1.4 -1.4 Portugal 0.3 -0.3
Travel & Leisure 1.6 -1.6 Austria 0.4 -0.4
Financial Services 1.6 -1.6 Italy 3.3 3.9 -0.5
Chemicals 3.3 5.0 -1.7 Sweden 4.6 -4.6
PHHG 3.3 5.6 -2.3 Switzerland 3.3 13.2 -9.9
Health Care 6.7 11.5 -4.8 United Kingdom 10.0 30.0 -20.0
Oil & Gas 3.3 8.3 -5.0

Insurance 6.4 -6.4

Banks 13.6 -13.6

Source: Goldman Sachs Global Investment Research

Equity baskets disclosure

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

The Securities Division of the firm may have been consulted as to the various components
of the baskets of securities discussed in this report prior to their launch; however, none of
this research, the conclusions expressed herein, nor the timing of this report was shared
with the Securities Division.
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market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities.

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.

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: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in
the Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any
access to it, is intended only for "wholesale clients" within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman
Sachs. In producing research reports, members of the Global Investment Research Division of Goldman Sachs Australia may attend site visits and
other meetings hosted by the issuers the subject of its research reports. In some instances the costs of such site visits or meetings may be met in part
or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific circumstances relating to
the site visit or meeting. Brazil: Disclosure information in relation to CVM Instruction 483 is available at
http://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the Brazil-registered analyst primarily responsible for the content of this
research report, as defined in Article 16 of CVM Instruction 483, is the first author named at the beginning of this report, unless indicated otherwise at
the end of the text. Canada: Goldman Sachs Canada Inc. is an affiliate of The Goldman Sachs Group Inc. and therefore is included in the company
specific disclosures relating to Goldman Sachs (as defined above). Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for,
this research report in Canada if and to the extent that Goldman Sachs Canada Inc. disseminates this research report to its clients. 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. New Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither
"registered banks" nor "deposit takers" (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, and any access to it,
is intended for "wholesale clients" (as defined in the Financial Advisers Act 2008) unless otherwise agreed by Goldman Sachs. Russia: Research
reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are information and analysis not having
product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal

activity. 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 Conduct 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/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of Interest in Connection with
Investment Research.

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho
69, and a member of Japan Securities Dealers Association, Financial Futures Association of Japan and Type Il Financial Instruments Firms
Association. 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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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 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 for this stock, because there is not a sufficient fundamental basis for
determining, or there are legal, regulatory or policy constraints around publishing, 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.

Global product; distributing entities

The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs 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 Australia Pty Ltd
(ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Titulos e Valores Mobilidrios S.A.; in Canada by either Goldman Sachs
Canada Inc. or Goldman, Sachs & Co.; 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
New Zealand Limited; in Russia by OOO 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 by the Prudential Regulation Authority and regulated by the Financial Conduct Authority
and the Prudential Regulation Authority, has approved this research in connection with its distribution in the European Union and United Kingdom;
Goldman Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt fiir
Finanzdienstleistungsaufsicht, may also distribute research in Germany.

General disclosures

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. Goldman, Sachs & Co., the United States broker dealer, is a member of SIPC (http://www.sipc.org).

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.

The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may
discuss in this report, trading strategies that reference catalysts or events that may have a near-term impact on the market price of the equity
securities discussed in this report, which impact may be directionally counter to the analyst's published price target expectations for such stocks. Any
such trading strategies are distinct from and do not affect the analyst's fundamental equity rating for such stocks, which rating reflects a stock's
return potential relative to its coverage group as described herein.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in,
act as principal in, and buy or sell, the securities or derivatives, if any, 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 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/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling for multiple purchase
and sales of options such as spreads. Supporting documentation will be supplied upon request.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our
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research by third party aggregators. For research, models or other data available on a particular security, please contact your sales representative or
go to http://360.gs.com.

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.

© 2014 Goldman Sachs.

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.
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