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Today’s Discussion 

Source: Investment Strategy Group.  
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Clinton Trump

State of the Race 

3 (1) Nate Silver, “Election Update: Post-Debate Polls Show Trump Still In Big Trouble,” FiveThirtyEight.com, October 12, 2016. 

Source: Investment Strategy Group, Real Clear Politics, Iowa Electronic Markets, FiveThirtyEight.com. As of October 12, 2016. 

 Hillary Clinton has regained her post-convention lead after the first two presidential debates. 

 The Iowa Electronic Markets imply an 80%+ chance of a Democratic victory, near the top of the historical range at 

this point of the election cycle going back to 1992. 

 According to Nate Silver, author of The Signal and the Noise, “While a Trump comeback is still mathematically 

feasible … it wouldn’t really have any good precedent in recent American presidential elections.”1 

 2. Implied Probability for Eventual Winning Party Since 1992 1. Trump vs. Clinton Average Polling by Real Clear Politics 
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The Structural Drivers of the Election Are Mixed 

4 (1) Dates for all years except 2016 are final pre-election; No data for 1988, 1996 and 2000. 

Source: Investment Strategy Group, Gallup, Professor Allan Lichtman, Washington Post, Cook Political Report. 

 Demographic trends favor the Democrats. 

 Both candidates face historically high unfavorable ratings. 

 The “Keys to the White House” model, which has accurately predicted every presidential election since 1981, favors 

a Trump victory (see page 22 in the Appendix).  

– Amy Walter of the Cook Political Report: “I normally do put a lot of weight in these models but these 

candidates are so unique that the traditional historical patterns become less important.” 

 2. Unfavorable Ratings of Major Party Presidential Nominees: 1956-20161 

3.9% 5.4% 

Democratic Margin Adjusted  

for Demographic Changes 

= 

2012 2016 

1. Demographics of US Electorate: 2004, 2012, 2016 
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5 Source: Investment Strategy Group, Cook Political Report. As of September 29, 2016. Polling in Nebraska’s congressional district (1 vote) points to a toss up. Maine’s second district (1 vote) 

leans Republican. 

 There are 19 states that Democrats have won in every election since 1992, representing 242 Electoral College votes. 

Nevada Ohio 

Florida 

North Carolina 

Virginia 

New Hampshire 

Pennsylvania 

Colorado 

Toss-Up States Votes

Florida 29

Ohio 18

North Carolina 15

Nevada 6

Other Key States

Pennsylvania 20

Virginia 13

Colorado 9

New Hampshire 4
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Republicans can lose 3 of the 15 competitive seats and 

still maintain control of the Senate* 

LIKELY 

DEMOCRAT 

LEAN 

DEMOCRAT 

LEAN 

REPUBLICAN 

LIKELY 

REPUBLICAN 
TOSS-UP 

1 2 7 2 3 

OH (R-Portman) 
 
AZ (R-McCain) 

 
IL (R-Kirk) 
 
WI (R-Johnson) 
 

 
CO (D-Bennet) 

NV (D-Reid Open) 

MO (R-Blunt) 
 
IN (R-Coats Open) 
 
FL (R-Rubio) 
 
NH (R-Ayotte) 
 
PA (R-Toomey) 
 
NC (R-Burr) 
 

 
 
IA (R-Grassley) 
 
KY (R-Paul) 
 
AK (R-Murkowski) 
 
 

REPUBLICAN 

SEATS (13) 

DEMOCRATIC 

SEATS (2) 

Breakdown of Competitive Races (13) 

US Senate Landscape – Does it Favor the Democrats? 

 Republicans control 54 out of 100 seats in the Senate. Thirty-four seats are up for election in 2016.  

 Republicans are defending seats in seven states that President Obama won in 2012, including five that he won by 

margins ranging from 5.2% to 16.2%. Democrats are only defending states that Obama won by at least 4.7%. 

6 *In the case of a Democratic victory in the presidential elections. 

Source: Investment Strategy Group, CNN 2012 Election Results, Cook Political Report. As of September 30, 2016. 

15 41 44 
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US House Landscape – Is the Republican House at Risk? 

7 
Source: Investment Strategy Group, Cook Political Report. As of October 4, 2016. 

 Republicans currently preside over a 30-seat majority, their largest majority since prior to the Great Depression. 

 In the two congressional elections since the last redistricting, Democrats received around 4% fewer seats than votes.  

Current House Scorecard: 

247 Republicans / 188 Democrats  

 2. Democratic House Seat vs. Vote Advantage – 1942-2014 1. House of Representatives Polling by Party 
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Divided Government is the Most Likely Outcome 

8 

Implied Probability of Government Composition 

Source: Investment Strategy Group, Iowa Electronic Markets. As of October 12, 2016. 

 According to betting markets, the most likely election result is a divided government with different parties controlling 

the White House and one or both houses of Congress. 

 The US has faced divided government roughly 40% of the time since Washington’s presidency and 60% of the time in 

the post-WWII period. 
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9 

 1. Estimated US Debt-to-GDP Under Candidates’ Proposals – Through 2026  2. Major Policy Proposals and 10-Year Budgetary Impact (Trillion $) 

Source: Investment Strategy Group, Committee for a Responsible Federal Budget (CRFB), Tax Policy Center. Estimates as of September 22, 2016. 

 According to the CRFB, Clinton’s proposals would result in a net budgetary impact of $200 billion in additional 

expenditures over ten years. Trump’s current proposals would: 

– Cost roughly $5.3 trillion. 

– Lead to an increase in the federal debt of nearly 30% of GDP through 2026. 

 Both candidates appear to be in favor of infrastructure development, which Clinton has proposed paying for by using 

proceeds from business tax reform.  

 

Clinton Trump 

● Infrastructure 

   Spending 

● Corporate Tax  

   Repatriation 

● Business Tax  

   Reform $2.85tn 

● Income Tax 

   Reform $0.90tn 

● Defense / Veteran 

   Spending $0.95tn ● Education /  

   Childcare $0.85tn 

● Income Tax 

   Reform $1.05tn 

Budgetary Savings / Costs 
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Current Clinton Trump

Income (Top Tier) 39.6% 43.6% 33.0%

Long-Term Capital Gains 20.0% 20.0% to 39.6%* 20.0%

– ACA-Related 3.8% 3.8% 0.0%

Corporate 35.0% N/A 15.0%

* Clinton’s proposed capital gains tax rates vary depending on the length of the holding period. 

Source: Investment Strategy Group, Eurasia Group, Tax Foundation, Tax Policy Center. 

What Can Realistically Be Achieved? 

10 

 How likely is it that we will see a compromise around business tax reform/repatriation of foreign savings and 

infrastructure spending in the event of divided government? 

 Clinton has proposed raising tax rates while Trump’s proposals would cut them. 

 

Election Outcome 

Scenario
Fiscal Reform Scenario

President Congress Outcome

Probability of 

Success within 

Each Scenario

Most 

Likely
Clinton Split

Infrastructure bill / 

international tax reform
25%

Clinton
All-

Republican

Infrastructure bill / 

international tax reform
35%

Clinton
All-

Democratic

Spending increases paid 

for with tax hikes
60%

Trump
All-

Republican

Spending cuts / 

comprehensive tax reform
15%

Least 

Likely
Trump Split

Spending flat / 

international tax reform
40%

 1. Eurasia Group: Outlook for US Fiscal Reform Under New President  2. Federal Tax Proposals of Each Candidate 
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Fiscal Policy Impact on US Growth 

11 

Estimated Effect of Fiscal Policy on US GDP Growth 

Source: Investment Strategy Group, Goldman Sachs Global Investment Research. 

 If a fiscal compromise were achieved, its impact would likely be modest. Goldman Sachs Global Investment Research 

(GIR) estimates that: 

– Fiscal policies could boost GDP growth by 0.2% in 2017 and 0.3% in 2018 under divided government. 

– If Congress were to enact a major infrastructure or tax reform package—possibly under single-party control—

“there would be upside to these numbers.” 
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(1) Marcus Noland, Gary Clyde Hufbauer, Sherman Robinson, and Tyler Moran, “Assessing Trade Agendas in the US Presidential Campaign,” Peterson Institute for International 

Economics, September 2016. 

Source: Investment Strategy Group, PIIE. 

 Opposes Trans-Pacific Partnership 

 Would declare China a currency manipulator 

 Supports tariffs (possibly firm-specific) on 
China and Mexico 

 Renegotiate and possibly abrogate existing free 
trade agreements 

 Possibly withdraw from WTO 

 Threats and bargaining 

 

12 

 Opposes Trans-Pacific Partnership 

 Would create “trade prosecutor” position, emphasize 

enforcement of existing agreements  

 Opposes “market-economy status” for China 

 Supports countervailing duties against exchange-rate 

manipulators 

 

 1. Hillary Clinton Trade Positions  2. Donald Trump Trade Positions 

 The president has ample authority to restrict free trade (see page 23 in the Appendix). 

 According to an analysis from the Peterson Institute (PIIE),1  both candidates’ trade policies are suboptimal: 

− Clinton is likely to maintain the status quo, with potential benefits from TPP foregone. 

− Trump, on the other hand, has taken positions that could result in trade wars.  
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Trade Wars Could Have a Significant Impact on US Growth 

13 

(1) Marcus Noland, Gary Clyde Hufbauer, Sherman Robinson, and Tyler Moran, “Assessing Trade Agendas in the US Presidential Campaign,” Peterson Institute for International 

Economics, September 2016. 

Source: Investment Strategy Group, PIIE. 

 According to PIIE, a “full trade war” could detract over 2 percentage points from baseline annual GDP growth in both 

2018 and 2019, leading to a recession. 
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Source: Investment Strategy Group, Goldman Sachs Global Investment Research, Scott R. Baker, Nicholas Bloom and Steven J. Davis, “Measuring Economic Uncertainty,” As of 

September 30, 2016. 

Economic Policy Uncertainty Rises Ahead of Elections 

14 

 As measured by the Economic Policy Uncertainty index, the typical increase in uncertainty from September to 

November in election years could reduce employment by about 60 thousand and capital goods orders by 0.3%.1 

 At the extreme, if uncertainty rises by 90 points—as much as it rose in the global financial crisis—fixed investment in 

the US could decline by 7% within two quarters of that increase (-1.1% impact on GDP). 

US Economic Policy Uncertainty Index Over the 4-year US Political Cycle 
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Source: Investment Strategy Group. 

Foreign Policy – Geopolitical Hotspots 

15 

 Foreign policy and immigration are other areas where the president can act unilaterally without congressional approval. 

 How would each candidate approach US relations with: 

– Mexico 

– Russia 

– China  

– The Middle East 



Investment 

Management 

Division 

16.4

17.4

15.4

17.1 17.1
16.616.3

15.8

19.1

16.1
15.2

20.2

0%

5%

10%

15%

20%

25%

All Years First Term Second Term

%
 A

n
n

u
a

li
z
e

d

Year 1 Year 2 Year 3 Year 4

Average = 16.5 Average = 16.4 Average = 17.6

Source: Investment Strategy Group, Bloomberg, Robert Shiller. 

Equity Market Volatility Around US Elections 

S&P 500 Volatility Based on US Presidential Cycle 

 While limited available data preclude drawing conclusive market implications from past elections, market 

volatility has generally been higher in the fourth year of the second term of a presidential cycle. 

16 
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Source: Investment Strategy Group, Bloomberg, Predictwise, Goldman Sachs Global Investment Research. 

Market Reaction to Potential Election Outcomes in 2016 

 1. S&P 500 Futures During 1st Presidential Debate  2. Move in Asset Price Implied by 10pp Increase in Clinton Probability1 

 As the odds of a Clinton victory increased by approximately 5% during the first presidential debate on September 26th, 

S&P 500 futures rose by approximately 0.8%. Futures were roughly flat around the second debate on October 9 th. 

 Large shifts in election outcome probabilities to date have implied that the S&P 500, Mexican peso and Canadian dollar 

would have a favorable short-term reaction to a Clinton victory with divided government. 

17 



Investment 

Management 

Division Bond Market Performance Around US Elections 

18 

 1. Annual Bond Returns and Political Gridlock: 1969 - 20141 

(1) Barclays US Aggregate Bond Index. 

Source: Investment Strategy Group, Bloomberg, Goldman Sachs Global Investment Research. 

 Since 1969, average bond returns have been 5.1 percentage points higher in the face of divided government. 

 This could be because divided government has been associated with fiscal tightening of 0.8% of GDP in the first year of 

a new administration based on data since 1961, while single-party control has coincided with 0.9% of GDP loosening.  

 A modest fiscal stimulus and rising interest rates could pose headwinds to bond prices in 2017. 

 2. Average Fiscal Impact  – 1st Year of New Administration Since 1961 

Overall (Number of months = 552) 7.5%

Divided Government (n = 408) 8.8%

Undivided Government (n = 144) 3.7%
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How Could the Election Impact Fed Action? 

 1. Federal Funds Rate, Average Gap vs. Taylor Rule - 1983-2013  2. Candidates’ Comments on the Federal Reserve 

19 

 There is no evidence that monetary policy has been too loose in the run-up to elections since 1983. 

 While neither candidate has advocated major changes to monetary policy, Trump is in favor of a bill to audit the Fed. 

 Wholesale leadership change at the Federal Reserve is unlikely: the terms of 11 of 12 Bank presidents and five 

governors extend at least until 2020, although the roles of Chair and Vice Chair will be up for reappointment in 2018. 

 

“This Janet Yellen of the Fed is doing political things by 

keeping interest rates at this level … when they raise 

interest rates, you are going to see some very bad things 

happen because the Fed is not doing their job.”  
 

– Donald Trump, September 26, 2016 

“Secretary Clinton believes that the Fed needs to be more 

representative of America as a whole and that 

commonsense reforms—like getting bankers off the 

boards of regional Federal Reserve banks—are long 

overdue.”  
 

– Clinton Campaign, May 12, 2016 
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20 

 The election is likely to lead to divided government. 

 In that scenario, the economic and fiscal impact of the elections should be modest. 

 A rise in uncertainty due to worsening trade friction or foreign policy missteps could 

pose downside risk. 

 Large shifts in election outcome probabilities to date have implied that US equities 

would have a favorable short-term reaction to a Clinton victory with divided 

government. 

 We recommend that clients stay invested in US equities and maintain a modest 

underweight in bonds. 

Key Takeaways 

Source: Investment Strategy Group.  



Investment Management Division 

Appendix 



Investment 

Management 

Division 

Key Definition
Hillary 

Clinton
1

Party Mandate Incumbent party holds more seats after midterm elections than after previous midterm elections FALSE

Contest No serious contest for incumbent party nomination TRUE

Incumbency The incumbent party's candidate is the sitting president FALSE

Third Party There is no significant third-party or independent campaign FALSE

Short-Term Economy The economy is not in recession during the election campaign TRUE

Long-Term Economy Real per-capita economic growth during the term equals or exceeds mean growth during the previous two terms TRUE

Policy Change The incumbent administration effects major changes in policy FALSE

Social Unrest There is no sustained social unrest during the term TRUE

Scandal The incumbent administration is untainted by scandal TRUE

Foreign/Military Failure The incumbent administration suffers no major failure in foreign or military affairs TRUE

Foreign/Military Success The incumbent administration achieves a major success in foreign or military affairs FALSE

Incumbent Charisma The incumbent is charismatic or a national hero FALSE

Challenger Charisma The challenger is not charismatic or a national hero TRUE

Score Number of Questions Answered "True" Out of 13 7/13

“The Keys to the White House” 

22 (1) Scores determined by Professor Allan Lichtman.  

Source: Investment Strategy Group, Washington Post. 

 The “Keys to the White House” model, which has accurately predicted every presidential election since 1981, favors a 

Trump victory as Clinton’s “count” falls below the eight-key threshold for an incumbent party to win.1 

The 13 Keys to the White House from Professor Allan Lichtman ( >8 True => Incumbent Will Win Reelection) 
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Name of statute Authorization trigger Presidential powers

Trade agreements

Proclamation of tariffs

Proclaim return to MFN tariffs on 

imports from Canada and 

Mexico

Maintain reciprocal concessions 

with Mexico and Canada

Proclaim additional duties 

following consultations with 

Congress

Limited statutes

Trade Expansion Act of 1962
Finding of an adverse impact on 

national security from imports

Impose tariffs or quotas as 

needed to offset the adverse 

impact

Trade Act of 1974
Large and serious US balance-of-

payments deficit

Tariffs up to 15 percent, 

quantitative restrictions, or both 

for up to 150 days 

Trade Act of 1974

Foreign country denies the United 

States its FTA rights or carries out 

practices that are unjustifiable

Retaliatory actions, at 

presidential discretion, including 

tariffs and quotas

Almost unlimited statutes

Trading with the Enemy Act of 

1917
During time of war

All international commerce, plus 

the power to freeze and seize 

foreign-owned assets

International Emergency 

Economic Powers Act of 1977
National emergency

All international commerce, plus 

the power to freeze foreign-

owned assets

NAFTA Implementation Act of 

1993

The President Has Ample Authority to Restrict Trade 

23 

(1) FTA = free trade agreement; MFN = most favored nation; NAFTA = North American Free Trade Agreement. Marcus Noland, Gary Clyde Hufbauer, Sherman Robinson, and Tyler 

Moran, “Assessing Trade Agendas in the US Presidential Campaign,” Peterson Institute for International Economics, September 2016. 

Source: Investment Strategy Group, PIIE. 

 Congress has at times delegated the power to restrict or liberalize foreign commerce to the president based on Article I 

of the Constitution; neither courts nor Congress can deter a president from carrying out trade threats. 

 Trump’s threats to raise tariffs and withdraw from NAFTA and other trade agreements are amply supported by existing 

statutes. If threats turn into actual restrictions, the US can expect legal battles in the WTO.  

Statutes Available for Presidential Control of Foreign Commerce1 
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Investment Strategy Group. The Investment Strategy Group (ISG) is part of the Investment Management Division of Goldman Sachs. The Investment Strategy Group 

(ISG) is focused on asset allocation strategy formation and market analysis for Private Wealth Management.  Any information that references ISG, including their model 

portfolios, represents the views of ISG, is not research and is not a product of Global Investment Research.  If shown, ISG Model Portfolios are provided for illustrative 

purposes only.  Your actual asset allocation may look significantly different based on your particular circumstances and risk tolerance. Tactical tilts may involve a high 

degree of risk.  No assurance can be made that profits will be achieved or that substantial losses will not be incurred.  
 

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.  If applicable, a copy of Goldman Sachs Global Investment Research  (GIR) Report used for GIR forecasts is available upon request.  

Not a Municipal Advisor. Except in circumstances where Goldman Sachs expressly agrees otherwise, Goldman Sachs is not acting as a municipal advisor and the 

opinions or views contained in this presentation are not intended to be, and do not constitute, advice, including within the meaning of Section 15B of the Securities 

Exchange Act of 1934. 
 

Entities Providing Services.  This material has been approved for issue in the United Kingdom solely for the purposes of Section 21 of the Financial Services and Markets 

Act 2000 by Goldman Sachs International, Peterborough Court, 133 Fleet Street, London EC4A 2BB; by Goldman Sachs Canada, in connection with its distribution in 

Canada; in the United States by Goldman, Sachs & Co.; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in Japan 

by Goldman Sachs (Japan) Ltd; in Australia by Goldman Sachs Australia Pty Ltd (ACN 006 797 897); and in Singapore by Goldman Sachs (Singapore) Pte.  (Company 

Number: 19862165W). 

In Australia, this document, and any access to it, is intended only for a person that has first satisfied Goldman Sachs that: the person is a Sophisticated or Professional 

Investor for the purposes of section 708 of the Corporations Act of Australia; and the person is a wholesale client for the purpose of section 761G of the Corporations Act of 

Australia.  To the extent that Goldman, Sachs & Co (GSCo), Goldman Sachs (Asia) L.L.C. (GSALLC), and/or Goldman Sachs International (GSI) are providing financial 

services in Australia, GSCo, GSALLC and GSI are exempt from the requirement to hold an Australian financial services licence for the financial services they provide in 

Australia. GSCo is authorized and regulated by the U.S Securities and Exchange Commission under US laws; GSALLC is regulated by the Hong Kong Securities and 

Futures Commission under Hong Kong laws; and GSI is regulated by the UK Financial Conduct Authority and Prudential Regulation Authority. 

Investment Risks.  Risks vary by the type of investment.  For example, investments that involve futures, equity swaps, and other derivatives, as well as non-investment 

grade securities, give rise to substantial risk and are not available to or suitable for all investors. We have described some of the risks associated with certain investments 

below.   Additional information regarding risks may be available in the materials provided in connection with specific investments. You should not enter into a transaction or 

make an investment unless you understand the terms of the transaction or investment and the nature and extent of  the associated risks.  You should also be satisfied that 

the investment is appropriate for you in light of your circumstances and financial condition.  

• Money Market Funds.  Investments in money market funds are not insured or guaranteed by the Federal Deposit Insurance Corporation or any other 

government agency.  Although money market funds seek to preserve the value of your investment at $1.00 per share, it is possible to lose money by 

investing in money market funds. 

• U.S. Registered Mutual Funds / ETFs or Exchange Traded Notes (ETNs).   A Prospectus and, if available, a summary prospectus for the applicable 

mutual fund, ETF or ETN containing more information may be obtained from your Private Wealth Management team.  Please consider a fund's 

investment objectives, risks, charges and expenses, and read the summary prospectus or the Prospectus carefully before investing, as they contain 

this and other information about the mutual fund. 
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You may obtain documents for ETFs or ETNs for free by 1) visiting EDGAR on the SEC website at http://www.sec.gov/; 2) contacting your Private Wealth Management 

team; or 3) calling toll-free at 1-866-471-2526.  Unlike traditional mutual funds, ETFs can trade at a discount or premium to the net asset value and are not directly 

redeemable by the fund. 

You should understand the risks associated with leveraged or inverse ETFs, ETNs or commodities futures-linked ETFs before investing.  These types of securities may 

experience greater price movements than traditional ETFs and may not be appropriate for all investors.  Most leveraged and inverse ETFs or ETNs seek to deliver 

multiples of the performance (or the inverse of the performance) of the underlying index or benchmark on a daily basis.  Their performance over a longer period of time 

can vary significantly from the stated daily performance objectives or the underlying benchmark or index due to the effects of compounding.  Performance differences may 

be magnified in a volatile market.  Commodities futures-linked ETFs may perform differently than the spot price for the commodity itself, including due to the entering into 

and liquidating of futures or swap contracts on a continuous basis to maintain exposure (i.e., “rolling”) and disparities between near term future prices and long term future 

prices for the underlying commodity.  You should not assume that a commodity-futures linked ETF will provide an effective hedge against other risks in your portfolio. 

• Alternative Investments. Alternative investments may involve a substantial degree of risk, including the risk of total loss of an investor’s capital and the use of leverage, 

and therefore may not be appropriate for all investors. Private equity, private real estate, hedge funds and other alternative investments structured as private investment 

funds are subject to less regulation than other types of pooled vehicles and liquidity may be limited.  Investors in private investment funds should review the Offering 

Memorandum, the Subscription Agreement and any other applicable disclosures for risks and potential conflicts of interest.  Terms and conditions governing private 

investments are contained in the applicable offering documents, which also include information regarding the liquidity of such investments, which may be limited. 

• Emerging Markets and Growth Markets.   Investing in the securities of issuers in emerging markets and growth markets involves certain considerations, including: 

political and economic conditions, the potential difficulty of repatriating funds or enforcing contractual or other legal rights, and the small size of the securities markets in 

such countries coupled with a low volume of trading, resulting in potential lack of liquidity and in price volatility. 

• Equity Investments. Equity investments are subject to market risk, which means that the value of the securities may go up or down in respect to the prospects of 

individual companies, particular industry sectors and/or general economic conditions.  The securities of small and mid-capitalization companies involve greater risks than 

those associated with larger, more established companies and may be subject to more abrupt or erratic price movements. 

• Fixed Income.  Investments in fixed income securities are subject to the risks associated with debt securities generally, including credit/default, liquidity and interest rate 

risk.  Any guarantee on an investment grade bond of a given country applies only if held to maturity.   

• Non-US Securities.  Investing in non-US securities involve the risk of loss as a result of more or less non-US government regulation, less public information, less liquidity 

and greater volatility in the countries of domicile of the issuers of the securities and/or the jurisdiction in which these securities are traded. In addition, investors in 

securities such as ADRs/GDRs, whose values are influenced by foreign currencies, effectively assume currency risk.    

• Real Estate.  Investments in real estate involve additional risks not typically associated with other asset classes, such as sensitivities to temporary or permanent 

reductions in property values for the geographic region(s) represented. Real estate investments (both through public and private markets) are also subject to changes in 

broader macroeconomic conditions, such as interest rates. 

• Structured Investments. Structured investments are complex, involve risk and are not suitable for all investors. Investors in structured investments assume the credit risk 

of the issuer or guarantor. If the issuer or guarantor defaults, you may lose your entire investment, even if you hold the product to maturity. Structured investments often 

perform differently from the asset(s) they reference. Credit ratings may pertain to the credit rating of the issuer and are not indicative of the market risk associated with the 

structured investment or the reference asset. Each structured investment is different, and for each investment you should consider 1) the possibility that at expiration you 

may be forced to own the reference asset at a depressed price; 2) limits on the ability to share in upside appreciation; 3) the potential for increased losses if the reference 

asset declines; and 4) potential inability to sell given the lack of a public trading market. 

 

 

Important Information 

http://www.sec.gov/


Investment 

Management 

Division Important Information 

26 
  

Options. Options involve risk and are not suitable for all investors. The purchase of options can result in the loss of an entire investment and the risk of uncovered options 

is potentially unlimited. Please ensure that you have read and understood the current options disclosure document before entering into any standardized options 

transactions. The booklet entitled Characteristic and Risk of Standardized Options can be obtained from our sales representatives or at 

http://www.theocc.com/components/docs/riskstoc.pdf. Transaction costs may be  significant in option strategies that require multiple purchases and sales of options, such 

as spreads. Supporting documentation for any comparisons, recommendations, statistics, technical data, or other information will be supplied upon request. 

  

 Buying Options - Investors who buy call (put) options risk loss of the entire premium paid if the underlying security finishes below (above) the strike price at 

expiration. 

 Selling Options - Investors who sell puts risk loss of the strike price less the premium received for selling the put.  

  

OTC Derivatives. To understand clearly the terms and conditions of any OTC derivative transaction you may enter into, you should carefully review the Master Agreement, 

including any related schedules, credit support documents, addenda and exhibits.  You may be requested to post margin or collateral at levels consistent with the internal 

policies of Goldman Sachs to support written OTC derivatives.  

  

Prior to entering into an OTC derivative transaction you should be aware of the below general risks associated with OTC derivative transactions: 

– Liquidity Risk:  There is no public market for OTC derivative transactions and, therefore, it may be difficult or impossible to liquidate an existing position on 

favorable terms.  

– Risk of Inability to Assign: OTC derivative transactions entered into with one or more affiliates of Goldman Sachs cannot be assigned or otherwise transferred 

without Goldman Sachs’ prior written consent and, therefore, it may be impossible for you to transfer any OTC derivative transaction to a third party.  

– Counterparty Credit Risk: Because Goldman Sachs may be obligated to make substantial payments to you as a condition of an OTC derivative transaction, you 

must evaluate the credit risk of doing business with Goldman Sachs. Depending on the type of transaction, your counterparty may be Goldman, Sachs & Co., a 

registered U.S. broker-dealer, or other affiliate of The Goldman Sachs Group, Inc.  As a broker dealer regulated by the Securities and Exchange Commission 

(“SEC”), Goldman, Sachs & Co. is subject to net capital, financial responsibility rules, and other regulatory requirements designed to protect customer assets. Other 

subsidiaries of The Goldman Sachs Group, Inc. may not be registered as a U.S. broker dealer and therefore are not be subject to similar SEC regulation. 

– Pricing and Valuation: The price of each OTC derivative transaction is individually negotiated between Goldman Sachs and each counterparty and Goldman Sachs 

does not represent or warrant that the prices for which it offers OTC derivative transactions are the best prices available. You may therefore have trouble establishing 

whether the price you have been offered for a particular OTC derivative transaction is fair. OTC derivatives may trade at a value that is different from the level 

inferred from interest rates, dividends and the underlyer.  The difference may be due to factors including, but not limited to, expectations of future levels of interest 

rates and dividends, and the volatility of the underlyer prior to maturity.  The market price of the OTC derivative transaction may be influenced by many unpredictable 

factors, including economic conditions, the creditworthiness of Goldman Sachs, the value of any underlyers, and certain actions taken by Goldman Sachs.  

– Early Termination Payments: The provisions of an OTC derivative transaction may allow for early termination and, in such cases, either you or Goldman Sachs 

may be required to make a potentially significant termination payment depending upon whether the OTC derivative transaction is in-the-money at the time of 

termination.  

– Indexes: Goldman Sachs does not warrant, and takes no responsibility for, the structure, method of computation or publication of any currency exchange rates, 

interest rates, indexes of such rates, or credit, equity or other indexes, unless Goldman Sachs specifically advises you otherwise.  
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Important Information 

Indices.   Any references to indices, benchmarks or other measure of relative market performance over a specified period of time are provided for your information only. 

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as applicable, but do not reflect the deduction of any fees or expenses 

which would reduce returns. Investors cannot invest directly in indices. Past performance is not indicative of future results which may vary. 

 

• S&P Indices (S&P 500 Index). “Standard & Poor’s®”, “S&P®” and “S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC (“Standard & 

Poor’s”) and are licensed for use by The Goldman Sachs Group, Inc. and its affiliates. The securities are not sponsored, endorsed, sold or promoted by Standard & Poor’s 

and Standard & Poor’s does not make any representation regarding the advisability of investing in the securities. 

 

• Dow Jones Indices (DJ Industrial Average). S&P is a registered trademark of Standard & Poor’s Financial Services LLC (“S&P”) and Dow Jones®, [DJIA®] [Dow Jones 

Industrial Average®] are trademarks of Dow Jones Trademark Holdings LLC (“Dow Jones”).  The trademarks have been licensed to S&P Dow Jones Indices LLC and its 

affiliates and have been sublicensed for use for certain purposes by The Goldman Sachs Group, Inc.  The Dow Jones Industrial Average is a product of S&P Dow Jones 

Indices LLC and/or its affiliates, and has been licensed for use by The Goldman Sachs Group, Inc.  The securities are not sponsored, endorsed, sold or promoted by S&P 

Dow Jones Indices LLC, Dow Jones, S&P, or any of their respective affiliates (collectively, “S&P Dow Jones Indices”).  S&P Dow Jones Indices  make no representation or 

warranty, express or implied, to the owners of the securities or any member of the public regarding the advisability of investing in securities generally or in the securities 

particularly or the ability of the Dow Jones Industrial Average to track general market performance. 

 

• MSCI Indices (MSCI EAFE Index). The MSCI indices are the exclusive property of MSCI Inc. (“MSCI”). MSCI and the MSCI index names are service mark(s) of MSCI or 

its affiliates and are licensed for use for certain purposes by the Issuer. These securities, based on such index, have not been passed on by MSCI as to their legality or 

suitability, and are not issued, sponsored, endorsed, sold or promoted by MSCI, and MSCI bears no liability with respect to any such notes. No purchaser, seller or holder of 

the notes, or any other person or entity, should use or refer to any MSCI trade name, trademark or service mark to sponsor, endorse, market or promote the notes without 

first contacting MSCI to determine whether MSCI’s permission is required. Under no circumstances may any person or entity cla im any affiliation with MSCI without the prior 

written permission of MSCI. The prospectus contains a more detailed description of the limited relationship MSCI has with the Issuer and any related securities. 

 

• Russell Indices (Russell 2000 Index). The Russell 2000® Index is a trademark of Russell Investment Group (“Russell”) and has been licensed for use by The Goldman 

Sachs Group, Inc.. The securities are not sponsored, endorsed, sold or promoted by Russell, and Russell makes no representation regarding the advisability of investing in 

the securities. 

 

• Tokyo Stock Exchange Indices. Indices including TOPIX (Tokyo Stock Price Index), calculated and published by Tokyo Stock Exchange, Inc. (TSE), are intellectual 

properties that belong to TSE. All rights to calculate, publicize, disseminate, and use the indices are reserved by TSE. ©Tokyo Stock Exchange, Inc. 2014. All rights 

Reserved. 

 

• EURO Stoxx 50. The EURO STOXX 50® is the intellectual property (including registered trademarks) of STOXX Limited, Zurich, Switzerland and/or its licensors 

(“Licensors”), which is used under license. 
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Important Information 

 

Tax Information.  Goldman Sachs does not provide legal, tax or accounting advice.  You should obtain your own independent tax advice based on your particular 

circumstances. 

 

No Distribution; No Offer or Solicitation.  This material may not, without Goldman Sachs' prior written consent, be (i) copied, photocopied or duplicated in any form, by any 

means, or (ii) distributed to any person that is not an employee, officer, director, or authorized agent of the recipient.  This material is not an offer or solicitation with respect to 

the purchase or sale of a security 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. This material is a solicitation of derivatives business generally, only for the purposes of, and to the extent it would otherwise be subject to, §§ 1.71 and 23.605 of 

the U.S. Commodity Exchange Act. 

 

Thank you for reviewing this presentation which is intended to discuss general market activity, industry or sector trends, or other broad-based economic, market or political 

conditions. It should not be construed as research. Any reference to a specific company or security is for illustrative purposes and does not constitute a recommendation to 

buy, sell, hold or directly invest in the company or its securities. 

 

 


