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Trade Tension: Market Opportunities
and Challenges

With tax reform enacted, budget caps raised and regulation rolled back, the US Administration has shifted its focus to
trade policy, which has turned more hawkish in 2018. That said, strong rhetoric has been diluted to relatively
restrained, well-orchestrated and targeted actions thus far, and so we see limited near-term macro or market impact.

We maintain our optimistic outlook for growth, and still see more potential investment opportunities than
challenges. Within fixed income, we remain constructive on emerging market (EM) currencies and see little
protectionism risk beyond China. Within equities, we think potential for slower global trade favors exposure to small-
to-medium cap companies over large cap.

2018 Trade Events (so far)

The White House has announced tariffs on a range of goods, from solar panels to steel (see Exhibit 1). The
measures are unsurprising given US President Donald Trump campaigned on a protectionist agenda; however, the
shift away from globalization creates a more nuanced and uncertain policy outlook, and introduces microeconomic
costs such as loss of efficiency and productivity. On balance, we see limited near-term risk to global growth and
markets as tariffs are mainly targeted toward China, with lower-than-anticipated scope and magnitude.

EXHIBIT 1: SNAPSHOT OF 2018 TRADE EVENTS

NETTETY March

Jan 22,2018 March 8, 2018 March 22, 2018 March 23, 2018

(Section 201) (Section 232) (Section 301)

US introduced tariffs on solar US announced tariffs of 25% US anounced China-focused China announces tariffs on

panels and washing machines. and 10% for steel and trade measures. A 25% tariff is $3bn of US products including
aluminium imports, expected to apply on pork, fruit, wine, and recycled
respectively, with country approximately $50bn of aluminium.
exemptions. imports.

Source: GSAM As of March 26, 2018. Text in parenthesis denotes relevant section of US Trade Law.
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Fixed Income

Investment Implications: More Opportunities than Challenges

In our 2018 Outlook we discussed the potential for more volatility after a benign 2017, and while the equity market
correction in early February was greater and earlier than we anticipated, it was not unexpected. Looking ahead, a
material escalation in trade tensions is not our base case; however, greater policy uncertainty may prompt further
bouts of volatility and inject more risk premium into markets. Against a backdrop of still-healthy global growth and
accommodative financial conditions, we think this presents more investment opportunities than challenges. Below we
outline key investment views that are broadly associated with recent trade and volatility developments.

= Fixed Income:

— We remain constructive on high-yielding EM currencies, particularly from countries which are recovering
from commaodity-induced recessions or benefiting from global growth. While we are alert to trade developments,
we do not expect the US Administration’s protectionist agenda to extend to early-cycle EM countries that have a
small trade surplus with the US, such as Indonesia. We also see opportunities in assets from countries with an
improving political picture, as is the case in South Africa. Central Eastern Europe also presents investment
potential as closed output gaps are accompanied by competitive labor markets.

— Recent weakness in credit markets presents an opportunity to add exposure. US corporate credit spreads
have widened amid heavy supply, higher policy uncertainty, and in part due to higher funding costs, but remain
close to historical tights. In investment grade credit, we think recent widening is overstated, and we see value in
adding select exposure to select credits and sectors, such as US Banks and Insurance companies who stand to
potentially benefit from a rising rate environment.

m Equities:
— We remain bullish on EM equities. The earnings and valuation profile of EM companies continues to look more

attractive relative to developed market (DM) counterparts. We are particularly bullish on Indian equities,
supported by favorable demographic trends, significant reforms and a profitable and diverse corporate universe.

— In the US, we favor small-to-median cap companies over large cap. Greater volatility and higher policy
uncertainty increases dispersion in performance among sectors and companies. We think small-to-median cap
companies in niche sectors will outperform if trade policy becomes more protectionist, particularly those who
benefit from lower competition and greater pricing power. Furthermore, small-cap companies have less foreign
exposure with 80% of revenues in the Russell 2000 small-cap index generated domestically.

Looking Ahead

The balance of risks around our optimistic growth and benign trade outlook would shift materially if the scope and
magnitude of tariffs were to broaden across countries and sectors, or if we encountered greater retaliation from China
and other countries impacted. In this scenario, we believe macro costs would likely include higher inflation and rates,
and lower global growth. So far, developments on both fronts suggest the economic impact of President Trump’s turn
to protectionism may be relatively contained:

= Lower magnitude and smaller country and sector scope of tariffs than expected.

— US tariffs introduced so far exempt a specified unit of initial imports or certain countries, and in the case
of solar panels and washing machines, are temporary. The country exemption for steel and aluminum imports
has expanded from Canada and Mexico initially, to a temporary reprieve for the European Union, Australia,
Argentina, Brazil and South Korea.

— Focus is squarely on reducing competition from China. The “Section 301” investigation concerns China’s
intellectual property protections and technology transfer practices, and on March 22 the US Administration
announced a 25% tariff will apply on $50bn of imports from China. Sectors affected by these tariffs are not yet
clear, but will likely include aerospace, information communication technology and machinery. And while there
will be micro, company-level implications, the macro calculations do not raise concerns. For context, $50bn is
equivalent to around 2.2% of China’s exports or 0.4% of its gross domestic product (GDP), and a 25% tariff on
$50bn amounts to just 0.1% of China’s GDP.

— Restrictions on investments have not yet been implemented. The White House has noted “restrictions on
investment by China in sensitive U.S. technology” are in the pipeline, but reports that the US and China are
discussing trade issues to avoid escalating tensions suggest there may be some compromise in this area.
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m Soft retaliation

— China has been measured in its response so far, though the announced tariffs on $3bn of US products on
March 23 may be in response to steel and aluminum tariffs rather than the more recent Section 301-related
tariffs.

— Other trade partners have not yet hinted at retaliatory measures. Japan is not on the list of countries exempt
from tariffs on steel and aluminum exports, but we do not anticipate near-term retaliation. Japanese goods are
high value-add and therefore well-positioned given a lack of substitutable products from other countries. Any
economic impact would be manageable given aluminum and steel exports only account for only around 2% of
Japan'’s total exports. Canada and Mexico will likely continue to receive exemptions until renegotiation of the
North American Free Trade Agreement (NAFTA) concludes, and as discussed earlier, within emerging markets,
we do not expect US focus to extend beyond China.

Last year we noted greater protectionism would reconfigure trade relationships and plot a new distribution of winners
and losers. Fast forward one year, and we are reassured that a “Trade Showdown” has not played out. The US has
withdrawn from the Trans-Pacific Partnership, pressed ahead with renegotiation of NAFTA and introduced targeted
tariffs, but rhetoric appears to be toning down and measures may be insufficient to steer earnings and growth
momentum off track. Global markets remain underpinned by healthy growth and accommodative financial
conditions, but evolving US trade relations demonstrate that headwinds remain, and so we believe investors
should continue to look beyond traditional asset classes and borders.

General Disclosures

Equities may decline in value due to both real and perceived general market, economic, and industry conditions. Bonds are subject to interest rate, price and credit risks. Prices tend to be
inversely affected by changes in interest rates. Typically, when interest rates rise, there is a corresponding decline in the market value of bonds. Credit risk refers to the risk that the
issuer of the bond will not be able to make principal and interest payments.

Equity securities are more volatile than bonds and subject to greater risks. Small and mid-sized company stocks involve greater risks than those customarily associated with larger
companies.

Investments in foreign securities entail special risks such as currency, political, economic, and market risks. These risks are heightened in emerging markets.

The currency market affords investors a substantial degree of leverage. This leverage presents the potential for substantial profits but also entails a high degree of risk including the risk
that losses may be similarly substantial. Such transactions are considered suitable only for investors who are experienced in transactions of that kind. Currency fluctuations will also affect
the value of an investment.

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

THIS MATERIAL IS FOR INFORMATIONAL PURPOSES ONLY AND IS PROVIDED SOLELY ON THE BASIS THAT IT WILL NOT CONSTITUTE INVESTMENT OR OTHER ADVICE
OR A RECOMMENDATION RELATING TO ANY PERSON’S OR PLAN'S INVESTMENT OR OTHER DECISIONS, AND GOLDMAN SACHS IS NOT A FIDUCIARY OR ADVISOR WITH
RESPECT TO ANY PERSON OR PLAN BY REASON OF PROVIDING THE MATERIAL OR CONTENT HEREIN INCLUDING UNDER THE EMPLOYEE RETIREMENT INCOME
SECURITY ACT OF 1974 OR DEPARTMENT OF LABOR REGULATIONS. PLAN SPONSORS AND OTHER FIDUCIARIES SHOULD CONSIDER THEIR OWN CIRCUMSTANCES IN
ASSESSING ANY POTENTIAL COURSE OF ACTION.

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

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

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

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

Views are as of March 28, 2018 and subject to change in the future.
Hawkish indicates a more aggressive stance or policy.
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This information discusses general market activity, industry or sector trends, or other broad-based economic, market or political conditions and should not be construed as research or
investment advice. This material has been prepared by GSAM and is not a product of Goldman Sachs Global Investment Research. The views and opinions expressed may differ from
those of Goldman Sachs Global Investment Research or other departments or divisions of Goldman Sachs and its affiliates. Investors are urged to consult with their financial advisors
before buying or selling any securities. This information may not be current and GSAM has no obligation to provide any updates or changes.

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

Past performance does not guarantee future results, which may vary. The value of investments and the income derived from investments will fluctuate and can go down as
well as up. A loss of principal may occur.

Goldman Sachs does not provide legal, tax or accounting advice to its clients. All investors are strongly urged to consult with their legal, tax, or accounting advisors regarding any
potential transactions or investments. There is no assurance that the tax status or treatment of a proposed transaction or investment will continue in the future. Tax treatment or status
may be changed by law or government action in the future or on a retroactive basis.

United Kingdom and European Economic Area (EEA): In the United Kingdom, this material is a financial promotion and has been approved by Goldman Sachs Asset Management
International, which is authorized and regulated in the United Kingdom by the Financial Conduct Authority. Switzerland: For Qualified Investor use only — Not for distribution to general
public. This document is provided to you by Goldman Sachs Bank AG, Ziirich. Any future contractual relationships will be entered into with affiliates of Goldman Sachs Bank AG, which
are domiciled outside of Switzerland. We would like to remind you that foreign (Non-Swiss) legal and regulatory systems may not provide the same level of protection in relation to client
confidentiality and data protection as offered to you by Swiss law.

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

Australia: This material is distributed in Australia and New Zealand by Goldman Sachs Asset Management Australia Pty Ltd ABN 41 006 099 681, AFSL 228948 (GSAMA’) and is
intended for viewing only by wholesale clients in Australia for the purposes of section 761G of the Corporations Act 2001 (Cth) and to clients who either fall within any or all of the
categories of investors set out in section 3(2) or sub-section 5(2CC) of the Securities Act 1978, fall within the definition of a wholesale client for the purposes of the Financial Service
Providers (Registration and Dispute Resolution) Act 2008 (FSPA) and the Financial Advisers Act 2008 (FAA),and fall within the definition of a wholesale investor under one of clause 37,
clause 39 or clause 40 of Schedule 1 of the Financial Markets Conduct Act 2013 (FMCA) of New Zealand (collectively, a “NZ Wholesale Investor’). GSAMA is not a registered financial
service provider under the FSPA. GSAMA does not have a place of business in New Zealand. In New Zealand, this document, and any access to it, is intended only for a person who has
first satisfied GSAMA that the person is a NZ Wholesale Investor. This document is intended for viewing only by the intended recipient. This document may not be reproduced or
distributed to any person in whole or in part without the prior written consent of GSAMA. This information discusses general market activity, industry or sector trends, or other broad based
economic, market or political conditions and should not be construed as research or investment advice. The material provided herein is for informational purposes only. This presentation
does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorized or to any person to whom it would be unlawful to make such
offer or solicitation.

Canada: This material has been communicated in Canada by Goldman Sachs Asset Management, L.P. (GSAM LP). GSAM LP is registered as a portfolio manager under securities
legislation in certain provinces of Canada, as a non-resident commodity trading manager under the commodity futures legislation of Ontario and as a portfolio manager under the
derivatives legislation of Quebec. In other provinces, GSAM LP conducts its activities under exemptions from the adviser registration requirements. In certain provinces, GSAM LP is not
registered to provide investment advisory or portfolio management services in respect of exchange-traded futures or options contracts and is not offering to provide such investment
advisory or portfolio management services in such provinces by delivery of this material.

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