
The Goldman Sachs Group, Inc.

Global Themes and Risks

January 2009

Abby Joseph Cohen, CFA          Goldman, Sachs & Co.           1-212-902-4095          abby.cohen@gs.com
Michael A. Moran, CFA               Goldman, Sachs & Co.           1-212-357-3512 michael.moran@gs.com
Amy C. Semaya Goldman, Sachs & Co.           1-212-902-7009 amy.semaya@gs.com

The Goldman Sachs Group, Inc. does and seeks to do business with companies covered in its research reports. As a result, investors should be aware 
that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in 
making their investment decision.

Customers in the US can receive independent, third-party research on the company or companies covered in this report, at no cost to them, where such 
research is available. Customers can access this independent research at http://www.independentresearch.gs.com or call 1-866-727-7000.

For Reg AC certification, see the end of the text. Other important disclosures follow the Reg AC certification, or go to www.gs.com/research/hedge.html. 

Analysts employed by non-US affiliates are not registered/qualified as research analysts with FINRA in the US.



Goldman Sachs Global Investment Research 2

Composition of US GDP, 2003-2010
Recession now visible in aggregate data, not just housing

Source: Goldman Sachs Economics Research. 

GDP 2.5 % 3.6 % 2.9 % 2.8 % 2.0 % 1.2 % (1.6) % 1.3 %
Domestic Final Demand 2.8 4.1 3.0 2.6 1.4 (0.1) (2.0) 0.9 

Personal Consumption 2.8 3.6 3.0 3.0 2.8 0.2 (1.7) 1.2 
Residential Fixed Investment 8.4 10.0 6.3 (7.1) (17.9) (20.5) (9.4) 2.2 
Business Fixed Investment 1.0 5.8 7.2 7.5 4.9 1.8 (12.7) (7.6)
Government 6.8 4.2 1.2 2.3 1.6 5.5 3.2 3.7 
Exports 1.3 9.7 7.0 9.1 8.4 7.3 (1.3) 2.3 
Imports 4.1 11.3 5.9 6.0 2.2 (2.4) (3.7) (0.1)

2008(E)20072003 2004 2005 2006 2010(E)2009(E)
Growth Rates
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Residential and nonresidential construction
Nonresidential construction spending is now larger than housing

Source: US Department of Commerce.
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Exports and BFI growth have led all other 
sectors since 2003

Source: Bureau of Economic Analysis.
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Global growth outlook
Declines are occurring in all regions

Source: Goldman Sachs Economics Research.

US 2.9 % 2.8 % 2.0 % 1.2 % (1.6) % 1.2 %
Japan 1.9 2.0 2.4 0.2 (1.6) 0.6
Eurozone 1.8 3.0 2.6 0.9 (1.4) 1.2
United Kingdom 2.1 2.8 3.0 0.8 (1.4) 1.5
China 10.4 11.6 11.9 8.9 6.0 9.0

BRICs 8.4 9.5 9.9 7.6 4.7 6.8
Brazil 3.2 4.0 5.7 5.8 1.5 3.7
Russia 6.4 7.4 8.1 6.2 0.5 2.0
India 9.0 9.6 9.0 6.7 5.8 6.6
China 10.4 11.6 11.9 8.9 6.0 9.0

G7 2.3 2.6 2.2 0.9 (1.5) 1.1
Advanced Economies 2.6 3.0 2.7 1.2 (1.2) 1.4
Emerging Economies 7.4 8.3 8.4 6.3 3.4 5.6
World 4.3 5.0 4.9 3.2 0.6 3.1

Growth Rates
2006 20072005 2008(E) 2009(E) 2010(E)
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Contributions to global growth, 2000-2005
Economic vigor has come from the US, emerging economies

Source: Source: World Bank, Goldman Sachs Economics Research.
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Contributions to global growth, 2000-2008
Economic vigor has come from the US, emerging economies

Source: Source: World Bank, Goldman Sachs Economics Research.
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Global inflation outlook
Inflation projected to drop sharply in 2009

Source: Goldman Sachs Economics Research.

US 3.4 % 3.2 % 2.9 % 3.8 % (1.0) % 0.9 %
Japan (0.3) 0.2 0.1 1.4 (0.2) 0.1
Eurozone 2.2 2.2 2.1 3.3 0.4 2.3
United Kingdom 2.1 2.3 2.3 3.6 0.3 4.2
China 1.8 1.5 4.8 6.0 (0.5) 1.0
BRICs 4.7 4.2 5.6 7.5 2.5 3.6

Brazil 6.6 4.2 3.6 5.7 6.2 5.1

Russia 12.5 9.7 9.0 14.1 13.5 10.7

India 4.4 5.5 4.6 7.6 1.0 4.5

China 1.8 1.5 4.8 6.0 (0.5) 1.0

G7 2.3 2.4 2.2 3.2 (0.4) 1.3
Advanced Economies   2.3 2.3 2.2 3.4 0.0 1.5
Emerging Markets   5.5 5.3 6.0 8.7 4.3 4.5
World   3.4 3.4 3.6 5.5 1.7 2.7

Consumer Prices (% change, yoy)
20062005 2007 2008(E) 2009(E) 2010(E)
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S&P 500 performance: Staircase pattern
June 1995 – December 2008

Source: Standard & Poor’s, FactSet, Goldman Sachs Portfolio Strategy.
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Equity market performance in 2008
Persistent declines in all regions, greatest in emerging markets
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Realized volatility for major indices

Source: Goldman Sachs Options Research.
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Recent volatility of the S&P 500

Source: Goldman Sachs Equity Derivatives Research.
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Corporate bond spreads were abnormally 
narrow for lower-quality issues until mid-2007

Source: Bloomberg, Goldman Sachs Credit Strategy.
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Narrowing TIPS spread
Sharp drop in inflation expectations
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Foreign ownership of US stocks and bonds
A smaller proportion of stocks than bonds

Source: Federal Reserve Board.
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Foreign holdings of US Treasury securities
Asian governments are key; increased UK participation due to 
petrodollars

Source: Federal Reserve Board, New York Stock Exchange, Goldman Sachs Portfolio Strategy.

Jan-01 Jan-02 Jan-03 Jan-04 Jan-05 Jan-06 Jan-07 Jan-08 Oct-08
Japan 30.9% 30.2% 31.0% 37.1% 35.6% 31.9% 29.4% 24.4% 19.2%
China (ex. Hong Kong) 6.1 7.5 9.7 10.0 11.7 15.3 18.9 20.5 21.5
United Kingdom 4.7 4.5 6.5 5.8 5.3 7.7 4.9 6.7 11.8
OPEC 4.8 4.6 3.9 2.8 3.5 4.4 5.2 5.9 6.2
Caribbean (a) 3.1 3.7 3.9 3.0 4.9 3.1 3.5 4.5 7.2
Hong Kong 3.9 4.5 4.0 3.5 2.4 2.2 2.6 2.3 2.1
Germany 4.7 4.3 2.9 3.2 2.8 2.3 2.3 1.8 1.4
Taiwan 3.4 3.3 3.0 3.4 3.6 3.4 2.8 1.6 1.3
Switzerland 1.7 1.8 2.8 2.9 2.1 1.5 1.6 1.6 2.0
Korea 2.8 3.1 3.0 3.8 2.8 3.5 2.9 1.8 1.1

Total foreign holdings
($ billions) $1,010.8 $1,029.6 $1,240.7 $1,568.5 $1,908.6 $2,045.1 $2,132.4 $2,402.5 $3,042.7
Total government 
as % of foreign holdings 61.0% 59.9% 62.1% 61.3% 64.9% 63.3% 68.0% 70.2% 62.6%
(a) Caribbean includes Bahamas, Bermuda, Cayman Islands, Netherlands Antilles, and Panama.
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Foreign net purchases of US Treasuries
Large purchases from United Kingdom since 2004 linked to 
petrodollars and global asset management located in London

Source: US Department of the Treasury.

($ Billions)

1993 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 Q1 Q2 Q3 (a)
Europe ($2.4) $23.8 ($38.2) ($50.7) ($20.6) $43.7 $48.7 $88.4 $173.6 $99.0 $178.5 $54.4 $72.8 $55.1

Netherlands (0.5) (5.5) 2.1 2.1 (6.7) (17.0) 0.4 (3.2) (6.1) 0.7 1.5 (0.8) 0.5 (3.3)
United Kingdom 6.2 14.4 (20.2) (33.7) (7.3) 61.6 32.8 78.7 134.1 91.8 208.8 39.2 80.5 54.5

Latin America-Caribbean (4.6) (3.7) (7.5) (4.9) 4.3 20.0 17.1 33.5 68.4 12.0 88.5 (1.4) 20.7 11.8

Asia 20.6 27.4 29.4 1.6 36.3 55.7 181.1 214.8 68.3 68.7 (67.9) 49.11 4.8 30.8
China 0.5 2.6 8.2 (4.0) 19.1 24.1 30.4 18.9 37.4 40.6 (8.0) 20.2 24.2 36.1
Hong Kong 2.4 9.7 0.9 (0.3) 7.2 (9.1) 6.1 1.1 12.3 16.3 2.1 6.7 1.7 0.9
Japan 17.1 13.0 20.1 10.6 16.1 30.5 146.5 166.4 (5.0) 1.3 (47.4) 21.4 (12.7) (6.2)

Australia (3.2) (2.2) 1.6 1.4 1.4 3.3 6.6 (2.2) 0.1 (2.6) (1.3) (0.5) (0.5) (0.3)

Total $23.6 $49.0 ($10.0) ($54.0) $18.5 $119.9 $263.6 $352.1 $338.1 $195.5 $200.9 $106.4 $111.0 $89.7

(a) 2008 data are preliminary and not annualized.

2008
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Foreign net purchases of US equities
Little portfolio interest in 2008

Source: US Department of the Treasury.

($ Billions)

1993 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 Q1 Q2 Q3  (a)
Europe $10.7 $68.2 $98.1 $164.7 $88.1 $32.9 $21.4 $19.6 $39.6 $97.1 $89.3 $1.5 $4.5 $7.6
United Kingdom 4.6 24.0 42.9 58.7 38.5 15.2 0.7 15.2 19.8 75.8 69.5 (7.7) 13.6 17.5

Canada (3.2) (4.7) (0.3) 6.0 11.0 8.2 11.7 1.3 16.5 11.8 8.1 1.8 4.0 0.8

Latin America-Caribbean 5.7 0.8 5.2 (17.8) (5.2) (15.4) (0.9) 0.6 15.3 37.2 49.4 (9.2) (20.9) 5.9

Asia 7.9 (13.8) 3.4 21.7 22.5 21.4 2.8 6.2 10.2 3.5 44.0 37.6 13.6 (7.4)
Hong Kong 1.1 (2.2) (0.2) 0.2 0.7 1.8 0.8 (0.8) 1.1 (0.5) 35.4 9.8 12.4 2.3
Japan 3.8 (1.2) 5.7 2.1 6.8 12.3 (2.2) 2.8 0.1 (0.7) (5.0) 5.0 1.9 1.8
Singapore 3.1 (8.4) (0.9) 10.8 13.1 8.2 3.5 (1.7) 7.2 (4.5) (2.5) 11.0 (1.4) (10.3)

Australia (0.1) (0.6) 0.9 1.4 0.1 3.0 (0.6) 0.3 0.1 1.0 4.8 0.5 1.6 (0.3)

Total $21.6 $50.0 $107.5 $174.9 $116.4 $50.2 $34.7 $28.5 $82.0 $150.4 $195.5 $29.7 $2.6 $4.8

(a) 2008 data are preliminary and not annualized.

2008
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Sharp expansion of the M2 money supply
Aggressive actions by the US Fed not matched abroad
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Federal budget deficit has worsened since 
the late 1990s 
2008 within norms for most industrial nations as % of GDP

Source: US Department of the Treasury, Goldman Sachs Portfolio Strategy.
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Trade-weighted exchange rate indexes
Reversal of the dollar’s multiyear decline

Source: Federal Reserve Bank of St. Louis.
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Environmental awareness is growing for both 
corporations and investors

• Large increase in ESG investment: Environmental, Social 
Responsibility, and Governance. Has this reached critical mass?

• Pension funds must focus on fiduciary responsibilities: Does 
“green” investing generate good returns?  What are the long-term       
liabilities of ignoring environmental issues?

• Corporations look to become good citizens and enhance 
competitive position.

• Outsourcing of industrial production to nations with higher energy 
intensity and lower environmental standards. What are the global   
implications?
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Source: Investor Network on Climate Risk, CERES.
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Energy intensity gap between developed 
and developing economies, 2005
Energy-intensive activities are being outsourced along with pollution

Source: US Department of Energy.
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Analyst certification
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report accurately reflect my personal views about the subject company or 
companies and its or their securities. I also certify that no part of my 
compensation was, is, or will be, directly or indirectly, related to the specific 
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Disclosures

Distribution of ratings/investment banking relationships
Goldman Sachs Investment Research global coverage universe

Rating Distribution Investment Banking Relationships

Global

Buy Hold Sell

23% 56% 21%

Buy Hold Sell

54% 48% 40%

As of January 1, 2009, Goldman Sachs Global Investment Research had investment ratings on 2,863 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/NYSE rules. See 
'Ratings, Coverage groups and view s and related definitions' below .

Distribution of ratings/investment banking relationships
Abby Joseph Cohen, CFA:

There are no coverage groups associated with the primary analyst.

Company-specific regulatory disclosures
There are no company-specific regulatory disclosures.
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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 
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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 
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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
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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, 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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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 für 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/riskchap1.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.
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