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GDP Growth, %y 2012 2013 2014 2015
GS Consensus* GS Consensus*
USA 2.8 1.9 2.8 2.8 3.2 3.1
Japan 1.4 1.5 1.0 1.4 1.3 1.3
Euro Area -0.6 -0.4 1.2 1.1 1.5 1.4
UK 0.3 1.8 2.9 2.7 2.7 2.5
Brazil 1.0 2.3 2.4 1.8 2.9 2.1
China 7.7 7.7 7.3 7.4 7.6 7.3
India 4.6 4.7 5.2 4.7 6.2 54
Russia 34 1.5 1.0 1.3 3.0 2.1
BRICs 5.4 5.3 4.9 4.9 5.7 5.3
Advanced Economies 1.4 1.3 2.2 2.2 2.5 2.4
World 3.1 2.9 34 3.3 3.9 3.7

Source: Consensus Economics, Goldman Sachs Global Investment Research

Note: * Consensus forecasts refer to February 2014
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Inflation, %o 2012 2013 2LE anis
Consensus* Consensus*
USA 2.1 1.5 1.6 1.7 1.9 2.0
Japan 0.0 0.4 2.6 2.6 1.7 1.7
Euro Area 2.5 1.4 0.9 0.9 1.5 1.3
UK 2.8 2.6 1.7 2.0 1.7 2.2
Brazil 5.4 6.2 6.0 6.0 5.8 5.6
China 2.7 2.6 2.6 2.9 3.0 3.2
India 7.5 6.3 6.5 6.1 6.1 5.9
Russia 5.1 6.6 5.8 5.8 4.2 5.1
BRICs 4.7 4.8 5.8 5.5 5.2 5.0
Advanced Economies 2.0 1.4 1.5 1.6 1.8 1.8
World 3.2 2.8 34 3.3 33 3.2

Source: Consensus Economics, Goldman Sachs Global Investment Research
Note: * Consensus forecasts refer to February 2014
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Goldman Sachs Global Investment Research



108

106

104

102

100

98

96

94

Financial conditions
Index avg. 2007=100

— Germany
——France
—Italy

—— Spain

I ehman

collapses

T

Tightening

conditions

ECB 3-yr
L'TROs

\A

Draghi's "whatever
it takes"

\ANN
M

05

06 07 08 09

" average of Italy and Spain
The index includes four variables: real 3-month interest rates, real long-term interest rates, real trade-weighted value of the exchange rate and
equity market performances

Source: Goldman Sachs Global Investment Research, ECB

Goldman Sachs Global Investment Research

10 11

12

13 14




0.5
03 4 700/ GDP
0.1 A
-0.1 -
-0.3 ~
-0.5 ~

m 2012
-0.7 1 = 2013
0.9 - m 2014
11 - m 2015

2016
-1.3 ~ 2017
-1.5
Italy France Spain Germany EMU4

Source: Goldman Sachs Global Investment Research

Goldman Sachs Global Investment Research 7



12

Chg. in structural balance, 2010 to 2013 (est.), %o of GDP
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Required improvement in structural budget balance to reach a level of debt-to-GDP of 60% over a 20 year period, starting from projected debt peaks.
Source: Goldman Sachs Global Investment Research, ECB
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Pre-Lehman, Euro interbank markets were highly integrated With the financial crisis, segmentation has emerged
(cross-border bank claims as a percentage of lending country quarterly GDP, 2008Q1 (cross-border bank claims as a percentage of lending country quarterly GDP, 2013Q1
Lending to Lending to
GER NETH FRA ITA SPA POR IRE GRE GER NETH FRA ITA SPA POR IRE GRE
GER 195 279 289 338 54 246 48 GER 173 216 141 140 24 88 @28
NETH | 93.6 85.7 702 57.7 72 220 9.8 NETH | 95.5 414 165 262 22 74 @ 12
FRA | 40.3 221 749 302 48 136 104 FRA | 28.0 227 49.5 149 24 56 | 05
ITA | 723 63 116 54 14 56 15 ITA | 458 35 79 38 03 20 02
SPA | 140 157 155 11.1 20.7 57 0.3 SPA [ 16.6 59 10.6 8.0 206 | 1.7 0.2
POR | 115 79 9.8 83 495 95 112 POR | 24 160 106 63 424 13.3  12.7
IRE | 780 29.6 443 802 544 75 14.7 IRE 26 36 89 13 59 @ 07 0.2
GRE | 20 12 18 05 02 01 05 GRE | 47 12 21 07 05 00 038

Source: BIS, Goldman Sachs Global Investment Research
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Source: Eurostat, Goldman Sachs Global Investment Research
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Wage Phillips curve has steepened — especially since the 2012 Beveridge curve shows high structural
labour market reform unemployment and mismatch may have risen
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Interest rates 3-month horizon 6-month horizon 12-month horizon
Current* Forward Forecast Forward Forecast Forward Forecast
US M 0.2 0.3 0.3 0.3 0.3 0.4 0.3
10Y 2.7 2.8 3.0 2.9 3.2 3.1 34
Canada M 1.2 1.2 1.5 1.2 1.6 1.2 1.6
10Y 2.4 2.6 3.0 2.7 3.2 2.8 3.3
Australia M 2.6 2.7 2.4 2.7 2.6 3.0 2.9
10Y 41 4.2 4.2 4.3 4.2 4.4 4.4
Japan M 0.1 0.1 0.3 0.1 0.3 0.1 0.3
10Y 0.6 0.6 0.9 0.7 1.0 0.8 11
Euro area 3M 0.3 0.3 0.2 0.3 0.2 0.4 0.2
10Y 1.6 1.7 2.1 1.8 2.2 1.9 2.5
UK M 0.5 0.6 0.5 0.6 0.5 0.9 0.5
10Y 2.7 2.8 31 2.9 3.2 3.0 34
Sweden 3M 0.9 0.9 1.1 0.9 11 1.0 1.3
10Y 21 2.2 2.7 2.2 2.7 2.4 2.9
Switzerland M 0.1 0.0 0.0 0.0 0.0 0.0 0.0
10Y 1.0 1.0 1.3 1.1 14 1.1 1.7

Close 19 February 14

Source: Goldman Sachs Global Investment Research
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Exchange rates 3-months 6-months 12-months
Current* Forward Forecast Forward Forecast Forward Forecast
EUR/$ 1.37 1.37 1.38 1.37 1.40 1.38 1.40
$/¥ 102.52 102.47 103.00 102.42 107.00 102.24 110.00
EUR/¥ 140.91 140.84 142.14 140.78 149.80 140.59 154.00
EUR/CHF 1.22 1.22 1.25 1.22 1.28 1.21 1.28
CHF/¥ 115.58 115.62 113.71 115.65 117.03 115.72 120.31
$/CHF 0.89 0.89 0.91 0.89 0.91 0.88 0.91
EUR/ L 0.83 0.83 0.82 0.83 0.83 0.83 0.85
£/% 1.66 1.66 1.68 1.66 1.69 1.66 1.65
L/¥ 170.66 170.46 173.34 170.24 180.48 169.63 181.18
£/CHF 1.48 1.47 1.52 1.47 1.54 1.47 1.51
EUR/NOK 8.35 8.38 8.10 8.41 7.70 8.47 7.50
EUR/SEK 8.97 8.99 8.70 9.00 8.50 9.03 8.40
AS$/$ 0.90 0.89 0.90 0.89 0.88 0.88 0.85
NZ$/$ 0.83 0.82 0.81 0.82 0.80 0.80 0.76
$/C$ 111 1.12 1.07 1.12 1.10 1.12 1.14
$/CNY 6.12 6.13 6.10 6.13 6.08 6.14 6.05

* Close 21 February 14

Source: Goldman Sachs Global Investment Research
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