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Stock Rating: 

Sector Outperformer 

Sector Weighting: 

Overweight 
12-18 mo. Price Target 
GS-NYSE (1/29/07) 

$250.00 
$211.04 

Key Indices: S&P 500, BarraVal, NYSE, S&P 100 

3-5-Yr. EPS Gr. Rate (E) 
52-week Range 
Shares Outstanding 
Float 
Avg. Dai ly Trading Vol. 
Market Capitalization 
Dividend/Div Yield 
Fiscal Year Ends 
Book Value 
2007 ROE (E) 
LT Debt 
Preferred 
Common Equity 
Convertible Available 

Earnings per Share 
2006 
2007 
2008 
P/E 
2006 
2007 
2008 

25.0% 
$136.90-$220.51 

471 .0M 
379.6M Shrs 

5,144,350 
$99,399.8M 

$1.40 I 0.7% 
November 

$72.62 per Shr 
27.2% 

$129.3B 
$3, 100.00M 

$35.8B 
No 

Prev Current 
$19.69A 

$23.00E $22.60E 
$26.25E 

10.7x 
9.2x 9.3x 

8.0x 

! EXHIBIT 

I ?0 r~e"' 9 
I d,/1s- 1t) 

Company Description 
Goldman Sachs Group, Inc. and its subsidiaries provide 
investment banking, securities, and investment 
management services worldwide. 

www.gs.com 

Meredith Whitney 
(212) 667-6897 

Meredith.Whitney@us.cibc.com 

Gary Lee 
(212) 667-7128 

Gary.Lee@us.cibc.com 

Rnd CIBC research on Bloomberg, Reuters, firstcall.com 
and cibcwm.com 

Brokers/Large-Cap Brokers 

Goldman Sachs Group 
Highlights from Meeting with Goldman Sachs CFO 
David Viniar 

■ We met with David Viniar, CFO of Goldman Sachs, almost a year after he 
made the now famous pronouncement that he'd never seen a better 
operating environment in 25 years. Our takeaway from yesterday's 
meeting is that his sentiment now has extended into 26 years. 

■ Liquidity is rich and deals are increasingly more global in nature. China 
continues to be GS's key growth market, but alternative energy and 
infrastructure look robust. Asset and wealth management will also be prime 
areas of growth and focus. 

■ We are slightly trimming our well above consensus first-quarter estimates 
due to lower expected incentive fees in asset management ($0.10-$0.15 
per share by our estimates) and what now looks like our admittedly too high 
trading revenues (remember very tough 1Q06 comparison). 

■ Our outlook on GS is as bullish today as it was a year ago . GS is involved in 
1 in 3 deals globally, a fact that few could boast of in any industry, let alone 
a fast-growing industry . Further, GS is simply the fastest growing in the 
fastest growth businesses within global capital markets. 

Stock Price Performance 

~~1.10 

201 .8 I 

~ 18~.5~ 

-~ 
ii: 

Goldm.m Sachs Group, Inc. (GS) 
S.00 

13.00 ~ 
~ 
:E 

4.00 -~ 
E 

~.00 ~ 

C-l.136 -+----------------------1-- 0.00 
.Jan 0•3 l,l,r 06 l,L1 r 013 .Jul 013 3ep 0,3 t·Jov 013 .Jan 07 

Source: Reuters 

All figures in US dollars, unless otherwise stated. 07-71039 ©2007 

CIBC World Markets 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 . 

See "Important Disclosures" section at the end of this report for important 
required disclosures, including potential conflicts of interest. 
See "Price Target Calculation" and "Key Risks to Price Target" sections at the 
end of this report, where applicable. 

CIBC World Markets Inc., P.O. Box 500, 161 Bay Street, BCE Place, Toronto, Canada M5J 2S8 (416) 594-7000 
CIBC World Markets Corp., 300 Madison Avenue, New York, NY 10017-6204 (212) 667-7000 (800) 999-6726 
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We met with Goldman Sachs CFO David Viniar, almost a year after he made the 
now famous pronouncement that he'd never seen a better operating 
environment in 25 years . Our takeaway from yesterday's meeting is that his 
sentiment now extends into 26 years. Overall, Viniar remained optimistic that 
the global environment today is good as economic growth continues to be 
strong, capital is plentiful, and activity levels are high. Notably, he emphasized 
that Goldman's biggest growth opportunities are in China, in the infrastructure 
business, and in alternative energy investments. 

Our outlook on Goldman Sachs is as bullish today as it was a year ago, even in 
the face of its impressive stock price rise over the same time period. Goldman 
is not only the dominant force in the global M&A market, which grew to its 
highest level in history and 2007, is poised even higher; GS is literally in ONE OF 
EVERY THREE deals. There are few, if any, companies worldwide that can boast 
of similar market share dominance in any industry, let alone in a growing 
industry . Further, Goldman is growing the fastest in the fastest-growing 
markets. With roughly 50% of revenues coming from outside the US, Goldman 
is growing the most in China, Japan, and Europe. 

We continue to rate GS Sector Outperformer with a $250 price target, as we 
remain bullish on the continued robust growth of the capital markets and on 
GS's consistent ability to grow its EPS with a solid ROE. The firm generates the 
highest revenue growth vs. its peers, possesses dominant market share in the 
highest margin businesses, has an impressive presence in Japan/China, and in 
our opinion will continue to record earnings upside from its private investment 
gains. 

Several key takeaways from our meeting: 
□ China represents Goldman's biggest growth opportunity. Goldman is 

singly the best-positioned foreign investment bank within China. Last year, 
the company got the highly coveted role of investor/advisor to ICBC as well as 
underwrote the Bank of China deal. Goldman has had a presence in China for 
a long time and seems to have a very good reputation, hence resulting in the 
firm doing most of the biggest China deals. Furthermore, Viniar emphasized 
that Goldman and UBS were the only two major brokers that had securities 
licenses in China and in this capacity China was the only region where 
Goldman did not have to compete with the rest of the world. In fact, China 
was no longer offering these licenses for the time being. With this license, 
Goldman is allowed to underwrite 'A' shares and participate in domestic M&A, 
bond underwriting, and wealth management. We believe Goldman's 
competitive lead is vast in China as well as in greater Asia. In its 
"statesmanship commitment" to the development of capital markets, we 

. believe GS employees go above and beyond the typical role of investment 
bank to provide guidance and counseling to soon to be public and public 
companies as to best practices in dealing with public investors . Goldman 
continues to advise ICBC on a myriad of on going capital markets issues. 

□ The infrastructure business will be a major area of investment and 
advisory focus. Viniar believes that the infrastructure business will become 
very large in the US as municipalities will see the clear benefit of leveraging 
currently unlevered assets, freeing up capital, and perhaps ultimately 
delivering best execution for its municipal services. He thinks that the volumes 
within the US will be in the multi-billions and will be a major source of deal 
flow over the coming years. 

□ Commodities remain a solid growth revenue source. Active in 
commodities since 1981, commodities trading and operation have been a 
cornerstone to the GS trading platform long before the recent " multi-year bull 
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Highlights from Meeting with Goldman Sachs CFO David Viniar - January 29, 2007 

CIBC 
World Markets 

market in commodities ." When questioned whether GS had a more difficult 
time generating outsized profits in a declining oil and gas price trending 
market, Viniar cited its recent success in the rates and currency markets in the 
face of 17 rate hikes and reasonable volatility . Provided there is somewhat of 
a trend and client activity remains high, profits should remain solid. 

□ The trading business is a significant part of the GS franchise and will 
continue to grow. Viniar indicated that the firm had very stringent risk 
controls and noted that the biggest risk to trading was not necessarily the 
incurred trading losses but rather a general slowdown in business. 
Furthermore, while trading revenues are very volatile quarterly, on an annual 
basis it's a consistently growing business. 

D Viniar's top 3 fears of what will hinder economic growth are: 1. Credit
credit spreads may widen and lead to defaults. However, Viniar did note that 
GM was downgraded but only negatively impacted credit markets for one 
month. 2. Protectionism-anything that hinders the free flow of capital around 
the world and hence globalization. 3. Inflation. 

Other Odds and Ends From the Meeting 
o The pool for buyers of everything, including risk, is so far broader 

today, which may mean the emergence of a different market than US
centric and demand-concentrated markets of the past. Specifically, 
according to Viniar, derivatives have been very good for the financial markets 
as they allow risk to be sliced and redistributed to those who want it. 

D Overall, opportunities in the mortgage business are strong; the weak 
link is subprime. Viniar noted that the mortgage business should be viewed 
in two separate ways, commercial and residential. According to him, the 
commercial mortgage business is terrific (i.e. Equity Office Properties Trust), 
as there exists a lot of money for financing while the residential mortgage 
business is solid but less buoyant. Within residential mortgages, the weak link 
is subprime. Viniar believes that the subprime lending business will worsen 
before it gets better as the market normalizes, forcing more subprime lenders 
to exit this business. 

□ One of Goldman's main advantages is its ability to offer a 
comprehensive package of services and products, which allows it to 
consistently participate in the largest deals. According to Viniar, the firm 
is capable of participating in all facets of a deal including capital, advice, 
hedging, etc., which provides it with a significant advantage and breadth in 
securing the most notable and complex global deals. 

o An extremely high percentage of deals for principal investing originate 
from internal referrals. Goldman's consistently ability to actively invest in 
and harvest its principal investments stems from the fact that many of the 
firm's other segments constantly refer deals to the principal investing 
segment. According to Viniar, Goldman is very careful about the conflicts or 
perceived conflicts that emerge, and actually has a full time partner 
monitoring these conflicts. 

D Goldman's global investments have begun to bear significant fruit and 
are one of its main near-term growth drivers. Viniar noted that while 
Japan is now an earnings contributor it used to be a breakeven business for 13 
years. He stated that Goldman's leading global footprint vs . its peers will allow 
it to profit from the fastest growing economies, particularly in the BRIC (Brazil, 
Russia, India, and China) countries. 
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Exhibit 1. Goldman Sachs Revenues Per Employee Are Greater Than 2X 
Its Closest Peers 

Revenues/Employee ($ in Thousands) 

Company Name 2002 2003 2004 2005 2006 4-Year CAGR 

Bear Steams $485 $569 $622 $626 $680 

YoY% Change 3.3% 17.4% 9.2% 0. 7% 8.7% 8.8% 

Goldman Sachs $709 $823 $992 $1,050 $1,406 

YoY % Change 1.6% 16.1% 20.5% 5.9% 33.9% 18.7% 

Lehman Brothers $499 $534 $591 $638 $678 

YoY% Change -3.1% 7.1 % 10.7% 8.0% 6.2% 8.0% 

Merrill Lynch $360 $414 $435 $476 $617 

YoY % Change -5.2% 15.0% 5.2% 9.4% 29.5% 14.4% 

Morgan Stanley $366 $426 $445 $503 $612 

YoY % Change -3.1% 16.4% 4.5% 13.0% 21.6% 13.7% 

Average -1 .3% 14.4% 10.0% 7.4% 20.0% 12.7% 

Source: Company reports and CIBC World Markets Corp. 

From a year ago, Goldman Sachs has grown its revenues per employee by 
33.9%, which was the highest YoY growth rate amongst its key US peers, to 
$1.4 million, which is greater than 2x its closest peers. Following was Merrill 
Lynch with 29 .5% and Morgan Stanley with 21.6%. Overall, Goldman Sachs' 4-
year CAGR was 18. 7%, which was significantly above those of its key peers. 

Earnings Outlook 
We are trimming our well above consensus 1Q07 estimate due to lower 
expected incentive fees in asset management ($0.10-$0.15 per share by our 
estimates) and what now looks like our admittedly too high trading revenues 
(remember very tough 1Q06 comparisons). Our 1Q07 and 2007 estimates are 
now $5.60 (from $6.00) and $22.60 (from $23.00), respectively. 

Exhibit 2. Our Estimates for 1Q07 and 2007 Are On Average 190/o Above 
the Consensus Mean 

EPS Estimates (CIBC vs . Consensus) 
Source 1007 2007 

CIBC $5.60 $22.60 

% diff. from mean 18.9% 18.5% 

% diff. from low 39 .3% 37.0% 

% diff. from high 0% 0% 

Consensus 
Mean $4.71 $19.07 

Low $4. 02 $16.50 

High $5 .60 $22.60 

Source: Company reports and CIBC World Markets Corp. 

Our 1Q07 estimate of $5.60 is the highest estimate on the Street, 19% above 
the mean and 39% above the lowest estimate. Our 2007 estimate of $22.60 is 
also the highest estimate on the Street, 19% above the mean and 37% above 
the lowest estimate . 
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Price Target Calculation 
Our price target on Goldman Sachs is $250 based upon a 2.7X multiple of our 
projected 12-month forward book value estimate of about $94 per share. Since 
going public in 1999, Goldman has traded in a range of 2.0X to 3.6X book value; 
therefore, we believe our 2. 7X multiple is reasonable. Admittedly, since 2002 
Goldman has traded more towards the low end of the range along with its 
brokerage group peers; however, if we are correct on our thesis that 2006 will 
be a barnburner year within global capital markets, we believe the group at 
large will experience multiple expansion. For the past three years, Goldman has 
grown earnings by over 25% per annum despite a flattening yield curve and 
unfavorable equity markets. We believe the wind is truly at Goldman's back this 
year and that 2006 will mark the company's fourth year of 25% plus earnings 
per share growth. 

Key Risks to Price Target 
Market Risk: Brokerage earnings are highly correlated to strength/weakness in 
the overall capital markets. 

Credit Risk: Brokerage earnings may be vulnerable to losses from their credit 
exposure related to trading, lending, and other business activities . 

Liquidity Risk: An extended interruption in liquidity will have a materially 
adverse impact on earnings. 

Litigation Risk: Legal proceedings could adversely affect brokerage earnings, 
capital levels, and potentially impact credit ratings. 

Regulatory Risk: Most brokerage businesses are highly regulated and could be 
materially impacted by regulatory and/or legislative initiatives globally . 
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Highlights from Meeting with Goldman Sachs CFO David Viniar - January 29, 2007 

Our EPS estimates are shown below: 

1 Qtr. 2 Qtr. 3 Qtr. 4 Qtr. Yearly 
---

2006 Current $5.0BA $4.7BA $3.26A $6.59A $19.69A 

2007 Prior $6.00E $5.91E $4.86E $6.23E $23.00E 

2007 Current $5.60E $5.76E $5.00E $6.25E $22.60E 

2008 Current $26.25E 
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IMPORTANT DISCLOSURES: 

Analyst Certification: Each CIBC World Markets research analyst named on the front page of this research report, or 
at the beginning of any subsection hereof, hereby certifies that (i) the recommendations and opinions expressed herein 
accurately reflect such research analyst's personal views about the company and securities that are the subject of this 
report and all other companies and securities mentioned in this report that are covered by such research analyst and (ii) 
no part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by such research analyst in this report . 

Potential Conflicts of Interest: Equity research analysts employed by CIBC World Markets are compensated from 
revenues generated by various CIBC World Markets businesses, including the CIBC World Markets Investment Banking 
Department within the Corporate and Leveraged Finance Division. Research analysts do not receive compensation based 
upon revenues from specific investment banking transactions. CIBC World Markets generally prohibits any research 
analyst and any member of his or her household from executing trades in the securities of a company that such research 
analyst covers. Additionally, CIBC World Markets generally prohibits any research analyst from serving as an officer, 
director or advisory board member of a company that such analyst covers. 

In addition to 1% ownership positions in covered companies that are required to be specifically disclosed in this report, 
CIBC World Markets may have a long position of less than 1 % or a short position or deal as principal in the securities 
discussed herein, related securities or in options, futures or other derivative instruments based thereon. 

Recipients of this report are advised that any or all of the foregoing arrangements, as well as more specific disclosures 
set forth below, may at times give rise to potential conflicts of interest. 

Important Disclosure Footnotes for Goldman Sachs Group, Inc. (GS) 

2a Goldman Sachs Group, Inc. is a client for which a CIBC World Markets company has performed investment 
banking services in the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from Goldman Sachs 
Group, Inc. in the past 12 months. 

3a Goldman Sachs Group, Inc. is a client for which a CIBC World Markets company has performed non
investment banking, securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 
from Goldman Sachs Group, Inc. in the past 12 months . 
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Important Disclosure Footnotes for Companies Mentioned in this Report that Are Covered 
by CIBC World Markets: 

Stock Prices as of 01/29/2007: 
Bear Stearns Companies (3a, 3b) (BSC-NYSE, $162 .05, Sector Outperformer) 
Lehman Brothers Holdings Inc. (3a, 3b, Sa) (LEH-NYSE, $80.68, Sector Outperformer) 
Merrill Lynch & Co. (3a, 3b) (MER-NYSE, $92.39, Sector Performer) 
Morgan Stanley (3a, 3b) (MS-NYSE, $81.12, Sector Outperformer) 
UBS AG (3a, 3b) (UBS-NYSE, $61.64, Sector Outperformer) 

Companies Mentioned in this Report that Are Not Covered by CIBC World Markets: 

Stock Prices as of 01/29/2007: 
Bank of China (3988-HK, [HKD]3.90, Not Rated) 

Important disclosure footnotes that correspond to the footnotes in this table may be found in the "Key to 
Important Disclosure Footnotes" section of this report. 
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Key to Important Disclosure Footnotes: 
1 CIBC World Markets Corp . makes a market in the securities of this company. 

2a This company is a client for which a CIBC World Markets company has performed investment banking services 
in the past 12 months. 

2b CIBC World Markets Corp. has managed or co-managed a publ ic offering of securities for this company in the 
past 12 months. 

2c CIBC World Markets Inc. has managed or co-managed a public offering of securities for this company in the 
past 12 months. 

2d CIBC World Markets Corp. has received compensation for investment banking services from this company in 
the past 12 months. 

2e CIBC World Markets Inc. has received compensation for investment banking services from this company in the 
past 12 months. 

2f CIBC World Markets Corp. expects to receive or intends to seek compensation for investment banking services 
from this company in the next 3 months. 

2g CIBC World Markets Inc. expects to receive or intends to seek compensation for investment banking services 
from this company in the next 3 months. 

3a This company is a client for which a CIBC World Markets company has performed non-investment banking, 
securities-related services in the past 12 months. 

3b CIBC World Markets Corp. has received compensation for non-investment banking, securities-related services 
from this company in the past 12 months. 

3c CIBC World Markets Inc. has received compensation for non-investment banking, securities-related services 
from this company in the past 12 months. 

4a This company is a client for which a CIBC World Markets company has performed non-investment banking, 
non-securities-related services in the past 12 months. 

4b CIBC World Markets Corp. has received compensation for non-investment banking, non-securities-related 
services from this company in the past 12 months. 

4c CIBC World Markets Inc. has received compensation for non-investment banking, non-securities-related 
services from this company in the past 12 months. 

Sa The CIBC World Markets Corp. analyst(s) who covers this company also has a long position in its common 
equity securities. 

Sb A member of the household of a CIBC World Markets Corp . research analyst who covers this company has a 
long position in the common equity securities of this company. 

6a The CIBC World Markets Inc. fundamental analyst(s) who covers this company also has a long position in its 
common equity securities. 

6b A member of the household of a CIBC World Markets Inc. fundamental research analyst who covers this 
company has a long position in the common equity securities of this company. 

7 CIBC World Markets Corp., CIBC World Markets Inc., and their affiliates, in the aggregate, beneficially own 1 % 
or more of a class of equity securities issued by this company. 

8 A partner, director or officer of CIBC World Markets Inc. or any analyst involved in the preparation of this 
research report has provided services to this company for remuneration in the past 12 months. 

9 A senior executive member or director of Canadian Imperial Bank of Commerce ("CIBC"), the parent company 
to CIBC World Markets Inc. and CIBC World Markets Corp., or a member of his/her household is an officer, 
director or advisory board member of this company or one of its subsidiaries. 

10 Canadian Imperial Bank of Commerce ("CIBC"), the parent company to CIBC World Markets Inc. and CIBC 
World Markets Corp ., has a significant credit relationship with this company. 

11 The equity securities of this company are restricted voting shares. 

12 The equity securities of this company are subordinate voting shares. 

13 The equity securities of this company are non-voting shares. 

14 The equity securities of this company are limited voting shares. 
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CIBC World Markets Price Chart 
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HISTORICAL PERFORMANCE OF CIBC WORLD MARKETS' RECOMMENDATIONS FOR GOLDMAN SACHS GROUP, 
INC. (GS) 

Date Change Type Closing Price Rating Price Target Coverage 
02/08/2005 ... o 111 .55 so 126.00 Ken Worthington, CFA 
03/17/2005 .. 110.04 so 131.00 Ken Worthington, CFA 
09/20/2005 .. 118.05 so 135.00 Ken Worthington, CFA 
11/22/2005 .. 132.60 so 151.00 Ken Worthington, CFA 
01/10/2006 ... o 132.03 NR None CIBC World Markets Corp. 
03/01 /2006 ... o 143.15 so 190.00 Meredith Whttney 
05/09/2006 .. 165.75 so 205.00 Meredith Whitney 
11/20/2006 .. 197.45 so 250.00 Meredtth Whitney 
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CIBC World Markets' Stock Rating System 

Abbreviation 

Stock Ratings 

so 

Rating Description 

Stock is expected to outperform the sector during the next 12-18 months. 

SP 

SU 

Sector Outperformer 

Sector Performer 

Sector Underperformer 

Not Rated 

Stock is expected to perform in line with the sector during the next 12-18 months. 

Stock is expected to underperform the sector during the next 12-18 months. 

NR 

R Restricted 

CIBC World Markets does not maintain an investment recommendation on the stock. 

CIBC World Markets is restricted*** from rating the stock. 

Sector Weightings** 

0 Overweight 

M Market Weight 

u Underweight 

Sector is expected to outperform the broader market averages. 

Sector is expected to equal the performance of the broader market averages. 

Sector is expected to underperform the broader market averages. 

NA None Sector rating is not applicable. 

**Broader market averages refer to the S&P 500 in the U.S. and the S&P/TSX Composite in Canada. 
"Speculative" indicates that an investment in this security involves a high amount of risk due to volatility and/or liquidity issues. 
***Restricted due to a potential conflict of interest. 

Ratings Distribution*: CIBC World Markets' Coverage Universe 

(as of 29 Jan 2007) Count Percent Inv. Banking Relationships Count Percent 

Sector Outperformer (Buy) 328 38.8% Sector Outperformer (Buy) 174 53.0% 

Sector Performer (Hold/Neutral) 415 49.1% Sector Performer (Hold/Neutral) 214 51.6% 

Sector Underperformer (Sell) 72 8.5% Sector Underperformer (Sell) 35 48.6% 

Restr icted 18 2.1% Restricted 18 100.0% 

Ratings Distribution: Brokers Coverage Universe 

(as of 29 Jan 2007) Count Percent Inv. Banking Relationships Count Percent 

Secto·r Outperformer (Buy) 5 83.3% Sector Outperformer (Buy) 1 20.0% 

Sector Performer (Hold/Neutral) 1 16.7% Sector Performer (Hold/Neutral) 0 0.0% 

Sector Underperformer (Sell) 0 0.0% Sector Underperformer (Sell) 0 0.0% 

Restr icted 0 0.0% Restricted 0 0.0% 

Brokers Sector includes the following tickers: BSC,GS, LEH, MER, MS, UBS. 

*Although the investment recommendations within the three-tiered, relative stock rating system utilized by CIBC World Markets do 
not correlate to buy, hold and sell recommendations, for the purposes of complying with NYSE and NASD rules, CIBC World Markets 
has assigned buy ratings to securities rated Sector Outperformer, hold ratings to securities rated Sector Performer, and sell ratings to 
securities rated Sector Underperformer without taking into consideration the analyst's sector weighting. 
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Legal Disclaimer 

This report is issued and approved for distribution by (i) in the United States, CIBC World Markets Corp., a member 
of the New York Stock Exchange ("NYSE"), NASD and SIPC, (ii) in Canada, CIBC World Markets Inc., a member of the 
Investment Dealers Association ("IDA"), the Toronto Stock Exchange, the TSX Venture Exchange and CIPF, (iii) in the 
United Kingdom, CIBC World Markets pie, which is regulated by the Financial Services Authority ("FSA"), and (iv) in 
Australia, CIBC World Markets Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC 
(collectively, "CIBC World Markets"). This report is provided, for informational purposes only, to institutional investor 
clients of CIBC World Markets in the United States and Canada and retail clients of CIBC World Markets in Canada, and 
does not constitute an offer or solicitation to buy or sell any securities discussed herein in any jurisdiction where such 
offer or solicitation would be prohibited. This document and any of the products and information contained herein are 
not intended for the use of private investors in the United Kingdom. Such investors will not be able to enter into 
agreements or purchase products mentioned herein from CIBC World Markets pie. The comments and views expressed 
in this document are meant for the general interests of clients of CIBC World Markets Australia Limited. 

The securities mentioned in this report may not be suitable for all types of investors. This report does not take into 
account the investment objectives, financial situation or specific needs of any particular client of CIBC World Markets. 
Recipients should consider this report as only a single factor in making an investment decision and should not rely solely 
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of 
the merits and risks of investments. The analyst writing the report is not a person or company with actual, implied or 
apparent authority to act on behalf of any issuer mentioned in the report. Before making an investment decision with 
respect to any security recommended in this report, the recipient should consider whether such recommendation is 
appropriate given the recipient's particular investment needs, objectives and financial circumstances. CIBC World 
Markets suggests that, prior to acting on any of the recommendations herein, Canadian retail clients of CIBC World 
Markets contact one of our client advisers in your jurisdiction to discuss your particular circumstances. Non-client 
recipients of this report who are not institutional investor clients of CIBC World Markets should consult with an 
independent financial advisor prior to making any investment decision based on this report or for any necessary 
explanation of its contents. CIBC World Markets will not treat non-client recipients as its clients solely by virtue of their 
receiving this report. 

Past performance is not a guarantee of future results, and no representation or warranty, express or implied, is 
made regarding future performance of any security mentioned in this report. The price of the securities mentioned in 
this report and the income they produce may fluctuate and/or be adversely affected by exchange rates, and investors 
may realize losses on investments in such securities, including the loss of investment principal. CIBC World Markets 
accepts no liability for any loss arising from the use of information contained in this report, except to the extent that 
liability may arise under specific statutes or regulations applicable to CIBC World Markets. 

Information, opinions and statistical data contained in this report were obtained or derived from sources believed to 
be reliable, but CIBC World Markets does not represent that any such information, opinion or statistical data is accurate 
or complete (with the exception of information contained in the Important Disclosures section of this report provided by 
CIBC World Markets or individual research analysts), and they should not be relied upon as such. All estimates, opinions 
and recommendations expressed herein constitute judgments as of the date of this report and are subject to change 
without notice. 

Nothing in this report constitutes legal, accounting or tax advice. Since the levels and bases of taxation can 
change, any reference in this report to the impact of taxation should not be construed as offering tax advice on the tax 
consequences of investments. As with any investment having potential tax implications, clients should consult with their 
own independent tax adviser. 

This report may provide addresses of, or contain hyperlinks to, Internet web sites. CIBC World Markets has not 
reviewed the linked Internet web site of any third party and takes no responsibility for the contents thereof. Each such 
address or hyperlink is provided solely for the recipient's convenience and information, and the content of linked third
party web sites is not in any way incorporated into this document. Recipients who choose to access such third-party web 
sites or follow such hyperlinks do so at their own risk. 

Although each company issuing this report is a wholly owned subsidiary of Canadian Imperial Bank of Commerce 
("CIBC"), each is solely responsible for its contractual obligations and commitments, and any securities products offered 
or recommended to or purchased or sold in any client accounts (i) will not be insured by the Federal Deposit Insurance 
Corporation ("FDIC"), the Canada Deposit Insurance Corporation or other similar deposit insurance, (ii) will not be 
deposits or other obligations of CIBC, (iii) will not be endorsed or guaranteed by CIBC, and (iv) will be subject to 
investment risks, including possible loss of the principal invested. The CIBC trademark is used under license. 

© 2007 CIBC World Markets Corp. and CIBC World Markets Inc. All rights reserved. Unauthorized use, 
distribution, duplication or disclosure without the prior written permission of CIBC World Markets is prohibited by law and 
may result in prosecution. 
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Ill We met with GS Pres. and co-COO Jon Winkelried, CFO 
David Viniar, and Peter Kraus, co-head of Asset Mgmt. 

Sub-prime small for GS, and maybe an opportunity 
Management noted that sub-prime is not a large enough business for GS to pose 
any significant threat to earnings. However, breaking with previous caution, the 
firm is building a small origination effort. Recent turmoil will likely present 
distressed-mortgage opportunities for GS, we think. 

GS comfortable with risk; sees less potential for relative 
revenue decline 
The Co. has managed credit exposures carefully, so exposure is largely that of a 
credit trading revenue fall-off. GS' economically sensitive business mix has 
historically led to relatively steep declines in earnings from peak-to-trough, but 
management seems more confident than in the past that GS can out-earn peers 
throughout the cycle. 

Focus is global, especially Emerging Markets 
Unique positioning in China just beginning to gain traction and expected to drive 
meaningful revenue near-term; Russia franchise build on-track; India, Brazil seen as 
longer-term opportunities. Other lnt'I opportunities seen in Middle East (flush with 
liquidity, and GS has considerable brand power) and Japan (activity picking up). 

Franchise solid across-the-board; expansion continues 
GS franchise remains the market leader with top market share in key businesses. 
Mgmt. believes GS can still improve positioning in markets like equity derivatives, 
structured products via better "connectivity" with the 1B. Management anticipates 
most future growth will come organically. 

B. Estimates (Nov) -----~----.. ------ -------------------------------
(US$) 2005A 2006A 2007E 2C08E 2009E 
EPS 11.21 19.69 17.98 18.28 20.39 
GAAP EPS 11.21 19.69 17.98 18.28 20.39 
EPS Change (YoY) 25.7% 75.6% -B.7% 1.7¾ 11.5% 
Consensus EPS (First Call: 08-mar-2007) 19.25 20.52 NA 
Dividend Rate 1.00 1.30 1.40 1.40 1.40 

'11_1luati<l11(~crv)_ 
2005A 2006A 2007E 2008E 2009E 

P/E 18.1x 10.3x 11.3x 11.ix 9.9x 
GAAP P/E 18.1x 10.3x 11.3x 11.1x 9.9x 
Dividend Yield 0.5% 0.6% 0.7% 0.7¾ 0.7% 

Ill !3te>ck1Jata 
Price 
Investment Opinion 
Volatility Risk 
52-Week Range 
Mrkt Val / Shares Out (mn) 
ML Symbol/ Exchange 
Bloomberg I Reuters 
ROE (2007E) 
Leverage (2006A) 
Est 5-Yr EPS I DPS Growth 

200 

150 

100 

2004 2005 2C-06 
- G,;,ldma, Sachs S&P 500 l'\JDEX 

Quarterly Earnin!)S Estimates 

2006 
01 
02 
03 
04 

5.0BA 
-4.7BA 
3.26A 
6.59A 

USS202.60 
B-2-7 

M!:DIUM 
US$136. 79-222.75 
US$89.1 03 / 439.8 

GS/NYS 
GS US/ GS.N 

20.1% 
85.8% 

10.0%/0% 

2007 

2007 
5.07E 
4.39E 
3.51E 
5.01E 

Merrill Lynch 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 of Merrill Lynch in the US can receive independent, third-party research on companies covered in this report, al no cost 
to them, if such research is available. Customers can access this independent research at http://www.ml.com/independentresearch or can call 1-800-637• 
7455 to request a copy of this research. 
Refer to important disclosures on page 15 to 16. Analyst Certification on page 14. ••••l!!!l!l!!!!!!!l•III•· 11595'56 
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~ Merrill Lynch Goldman Sachs Group 

13 March 2007 

iQpn?file 
,\'/.1 

Goldman Sachs Group 
l11_ctJ_ff_lE!_§ta_t;;111_~r1t_D_a!a_{N{)\') _ . _ Company Description __ 

(US$ Millions) 2005A 2006A 2007E 2008E 2009E Goldman Sachs is a consistent top-tier global player in 

Net Revenues 25,238 37,681 37,2'12 37,815 40,597 key high-margin lines of business such as Equity 

Compensation & Benefits (11,758) (15,820) (16,353) (16,714i (17,863] Underwriting and M&A. It is one of1wo dominant Prime 

% of Net Revenue 46.6 42.0 43.9 44.2 44.C Brokers to the fast-growing hedge fund industry. The 

Non-Compensation Expenses (4,821) (6,879) ,7,405) [7,722) (8,054) asset mgmt unit has been among the industr/s fastest 

Net Income to Ordinary Shareholders 5,995 9,820 8,736 8,701 9,55'1 growing. l~ucll of rer.enl growth has been in trading 

Adjusted Net Income (Operating) 5,995 9,820 8,736 B,701 9.55'1 revenues, which are considered less predictable, but 
which have generated around 2% or more of avg. balance 
sheet assets each year. 

El,:il;i_11c:~ Sheet Data (~lCJV) 
(US$ Minions) 2005A 2006A 2007E 2008E 2009E C:llart 1: GS Revenu"'_Br1;11kdov111 (2006) 
Total Assets 706,804 838.201 955,937 1,099,328 1.209.261 8% .5~; 
Total Shareholders' Equily :28,002 35,786 51,198 15,550 51,198 
Net Assets 534,447 631,972 NA NA NA 
Tangible Shareholders' Equity NA NA NA NA NA 
BVPS (Statec Equityj 57.02 72.62 83.93 96.22 109.16 • 1 '/~ 

% growth 12.3 27.4 15.6 14.6 13.5 

Jrading(Nov) 
(US$ Mil!io11s) 2005A 2006A 2007E 2008E 2009E 32% 

Net Trading Rev (Prine Trans+Net Int) 12,935 19,830 21,362 21,580 23.548 11Fi,111nck.l M.vsJ1)' ,; E-0ul;y '.hdcr~~ritin~ ~ Deb-: Und::rN:iir,g 

% grow1h 18.8 53.3 7.7 1.0 9.1 &:,Fl'.:C ■ Ecuiles aPrirdGallrw~strnerr:s 

ROA (NetTrad Rev/Ave Bal Sht Asts) 2,07% 2.47% 2.35% 2.10% 2.04% A.:,;et M<:n2gerre11! ■ 5£ctJrities -Sef': C!:!li 

Value-at-Risk 70 101 NA NA NA 
VaR as a% ofTotal Equity 0.25% 0.28% NA NA NA 

SnJrc8: Cm:pany ra11c.rts cirnt f1•'8nil L}nd1 

lnvestme11t BankingJNov) 
Stock Data (US$ Millions) 2005A 2006A 2007E 2008E 2009E 

Financial Advisory Revenues 1,905 2,580 2,865 1,553 1,608 Average Daily Volume 7,386,715 

Equity Underwriting Revenues 704 1,365 1,320 1,826 1,917 Brokers Covered (FirstCall) 19 

Debt Underwriting Revenues 1,062 1,684 1,825 2,050 2.193 
Total Investment Banking Revenue 3,671 5,629 6,o·,o 5,428 5,718 

% growth 8.8 53.3 6.8 -9.7 5.3 

Performanc_e_ ~~-~lri_t:i; jr-J.ov} .. 
(US$ Millions) 2005A 2006A 2007E 2008E 2009E 
ROE (Sta:ed Equity) 22.6% 30.8°i, 20.1% 18.0% 19.7% 
Operating Marg in 34.3% 39.8'1, 36.2% 35.4% 36.2% 
Pre-Tax Profit Margin 34.3% 39.8¾ 36.2% 35.4% 36.2% 
Nel Profit Margin 23.8% 26.1% 23.5% , 23.]% 23.5% 
Comp Expense/Revenue 46.6% 42.0½ 43.9% 44.2% 44.0% 
Non-Comp Expense I Revenue 19.1% 18.3% 19.9% 20.4% 19.8% 
Nel Revenue Growth 20.5% 49.3¾ -1,2% 1.5% 7.4% 
Operating Expense Growth 19.2% 36,93/, 4.7% 2.9% 6,1% 
Operating Income I Average Assets 4.0% 4.7¾ 4.1% 3.7% 3.5% 
Tradrng-Relaled Revenue/ Net Revenue 51.3% 52.63/, 57.4% 57.1% 58.0% 
Asset Management & Fee Rev/ Net Rev 12.6% 11.4% 12.2% 14.2% 14.0% 
Total Employees (Actualj 23,623 26,467 NA NA NA 
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New Management Team 
The new management team 
It has now been about 9 months since the new senior management team 
coalesced around Chairman and CEO Lloyd Blankfein following the departure of 
Hank Paulson to become US Secretary of the Treasury, with Jon Winkelried and 
Gary Cohn, named as Presidents and COO's. Winkelried, who spent much of his 
career managing aspects of Goldman's FICC businesses before moving into the 
Investment Bank, spends most of his time now with the 1B and the Private Equity/ 
Merchant banking businesses, while Cohn oversees Sales & Trading and Asset 
Management. While it is clear that all three of the senior-most members of the 
management team have their roots primarily in the markets businesses, 
Winkelried's "embeddedness" in the 1B, along with Goldman's collaborative 
culture of low silo barriers, ensures that the units continue to work together as 
seamlessly as anywhere in the industry, and probably more so. 

Consistent record of innovation 
The firm has been at the forefront of recognizing industry change and navigating 
through it. Examples include 

" the successful restructuring of the Equities business in the face of 
declining commissions; 

., the decision to maintain strength in Commodities over many years, and then 
to build on it in a timely way ahead of the recent boom; and 

" the anticipation of credit disinterrnediation, employing "disruptive technology" to 
create a large business in an area that had largely been the purview of the banks. 

Goldman was not alone in each of these moves, but we think it's fairto say it was 
an early mover in each and the only firm in our coverage to get all of them about 
right (among other things). 

Opportunity seen in sub-prime assets 
Mortgages generally are a much smaller part of GS' business than at some other 
firms such as Lehman and Bear Steams, but are nonetheless an important asset 
class in which the firm actively participates. Sub prime is a part of the mortgage 
business which, while experiencing a meaningful downturn in part because of a 2006 
collapse in lending standards, is nonetheless quite attractive over the full cycle. 

Interestingly, while GS has previously expressed concern over potential 
reputation issues in this arena, Viniar noted that the firm is cautiously building a 
small origination effort. While exposure is not at this point meaningful for GS, the 
fact that the firm is dipping a toe in sends a positive signal about recovery 
potential, in our view, though it is only a small effort and Viniar (like others) 
believes the mess could worsen near-term. 

We would not rule out a small acquisition at a fire-sale price. GS' warehouse and 
other exposures in and Alt-A are very small and manageable, and while the firm 
is certainly observing distress in the sector, assets are still trading, and pre-·05 
vintages are in good shape. Warehouse exposures are being treated like 
securities lending: careful and timely risk management via mark-to-market, 
margin calls, position close-outs, etc. The firm also believes it will have 
distressed-mortgage opportunities ahead. 
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Risk Management: comfortable with market risk 
Given the degree to which many markets have been priced for perfection, the 
question arose as to when, over the past few years, has the firm taken risk levels 
down materially. Viniar said that, in the post-2002 period, it really only happened 
in 3Q06, as the firm saw fewer opportunities in a period of heightened 
uncertainty. This was the collective result of many individual decisions around the 
firm, rather than a top-down choice. The general philosophy is to increase "dry 
powder" as markets become choppier/less certain so as lo have the ability to Lake 
advantage of valuation opportunities, but again this is cultural, rather than by 
edict. (We should note that this was shortly before the recent pickup in market 
volatility). The firm has proven itself, we think, exceptionally nimble in navigating 
the financial cross-currents and being positioned not just to deal with risk but to 
profit from managing its own, and its clients' risks. 

In order to mitigate ··1ong-tail", multiple-standard-deviation risks, the firm spends a 
considerable amount of "insurance" money on protective positions such as deep
out-of-the-money puts, CDS indices, etc., even though lo dale, these have mostly 
been useless. The firm also keeps enonnous amounts of liquid, unencumbered 
assets, to ease its passage through any periods of illiquidity that could arise. 

While credit risk as a percentage of the total balance sheet, or total VaR, has 
grown, the firm is still more comfortable with market risk than credit risk, so the 
credit exposures are managed exceptionally carefully. Therefore, the company 
feels that 11 is more exposed to the risk of a simple decline in revenue from credit 
trading than to default risk. While it accepts that bridge commitments are today a 
key part of the "franchise" M&A business, Goldman believes that mitigation of 
these risks is best achieved through rapid sale of the exposure, and approaches 
every transaction in this way, even though credit derivatives may be used to an 
extent. Since it views lending on a stand-alone basis as a relatively low-return 
business, the emphasis is definitely on quick turnover. However, knowing that 
some deals will get "'hung" on the balance sheet, Goldman is stringent on its 
credit analysis and on its insistence on the quality of the companies it lends to. 

Given its business mix and willingness to be somewhat more aggressive in risk
taking than its peers, we have generally thought of GS as likely to out-earn its 
peer group in ROE terms at the top of the cycle and over the full cycle: but this 
implies the possibility of a greater peak-to-trough decline in ROE than the peer 
group. Winkelried believes '"strongly" that this is not the case today (though we'd 
point out it has been in the past), and that the company can out-earn peers at 
each point in the cycle. The implication is that between better risk management, 
the capital management exercise of the past couple of years that has taken out 
excess capital, and the richer business mix, GS has achieved a consistently 
higher-earning franchise; Winkelried believes that the gap between Goldman and 
its competitors has widened "dramatically" since tho 2000-2002 slump. Other 
elements include the highly diversified business mix, and the build-out of what are 
expected to be counter-cyclical businesses such as distressed assets and 
restructuring. Clearly only time will tell, but the fact that a top-management 
executive would state this so confidently is at least worth noting. Also, the 
materially higher P/B ratio that GS commands in the stock market would indicate 
at least in part that the market believes this is the case. 
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Table 1: Net revenue and pre-tax earnings by_resion _ 

2004 2005 2006 
Net Re venues 
Americas 12.312 14,639 20,361 
EMEA 5,107 5,063 9,354 
Asia 3,532 4,536 7,950 
Total Net 
Revenues 20,951 25,238 37,665 

Pre-tax earnings 
Americas 3.976 4,977 7,515 
EMEA 1,212 1,457 3,075 
Asia 1,E72 1,876 4,015 
Corpora1e (184) (37) (45) 
Total pre-tax 
earnings 6,E76 B,273 14,560 

Source: Co-rpany reports end Merill Lyn± 

PE gain contribution to global revenue 
drives noticeably higher margin 

Brazil, Russia, India and China will be 
focus of GS int'I investment 
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Capital management 
Viniar expects capital management to proceed as it has over the past couple of 
years: striking a balance between producing ample book value growth, and 
keeping capital levels at a level upon which an acceptable ROE can be produced 
without taking excessive risk. This of course implies that fairly robust buybacks 
can be expected if the environment remains anything like it has been, helping GS 
produce ROEs well in excess of 20%. 

International business increasingly important 
GS continues to view growth as likely to be faster outside the US, and thus that 
its non-US business will continue to grow as a share of the total; this remains a 
principal building block of the finn's strategy. In 2006, Americas pretax earnings 
were 52% of total, down from nearly 60% in 2004; net revenues were 54% 
Americas, vs. 59% 2 years earlier. Over this period, the most significant 
contributor to growth of revenues and earnings, regionally, has been Asia, whose 
revenue contribution rose from 17% to 21 % and whose pretax earnings 
contribution rose from 25% to 28%. This indicates that not only is Asia's margin 
considerably higher than the others, but that it is improving. 

60% 

40% 

20% 

0% 

Americas EMEA Asia 

■ 2004 2005 flil 2006 

Source: Company reports and Mel'Till Lynch 

This said, it's important to note that over the past several years, Private Equity 
gains (notably Sumitomo over the whole period, ICBC and Accordia last year) 
have contributed heavily to Asia earnings, and we believe the margin associated 
with these revenues is higher than the average. If the PE contribution to Asian 
(and overall global) revenue declines materially, it could have a noticeable margin 
impact, we believe. 

Emerging mkts. expansion continues: BRIC and Beyond 
Still, with the company just beginning to exploit its particularly advantageous 
China positioning (only UBS has been granted comparable licensing/control over 
its local-markets China business), prospects in that country look exceptional. 
Goldman is working on its first domestic deal, for Ping An insurance (one of its 
own former Private Equity portfolio companies). Considerable privatization activity 
still lies ahead, and Chinese companies are increasingly looking beyond their 
borders at mergers and other opportunities. Meanwhile, the Chinese securities 
authority (CSRC) is now requiring that companies seeking a foreign listing (i.e., 
Hong Kong) also have a domestic listing. Given the current stale of licensing, only 
GS and UBS are positioned to handle both transactions for these Chinese 
corporates. The firm believes that China will be a meaningful revenue market in 
the very near future, across numerous key product lines - Equity underwriting, 
Private Equity, and others. Notwithstanding the recent bout of stock-market 
volatility, the market has performed well, and with a significant buildup of liquid 
wealth in China, people are interested in becoming investors. Not too many 
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years ago, most China talk from financial companies was on the order of "big 
long-term payoff but many years away", so this is a decidedly different take. 
Indeed, though some opportunities may emerge faster than others, there are no 
important regions at this point that are not profitable for Goldman, and the 
development of global capital markets has been so rapid in recent years that 
revenue opportunities are emerging sooner than might have been expected. After 
the Europe buildout was begun in the 80's, it took 15 years for London to become 
profitable; China reached profitability much faster. 

In Russia, the firm is cautious because of potential reputational issues and 
concerns over property rights, so business selection issues are crucial; but given 
the growing importance of the market and its companies, and with the expectation 
that some of the world's largest deals will be there in the near future, GS is 
proceeding with its franchise build. Large Russian companies are increasingly 
outward-focused, trying to establish global footholds in industries as diverse as 
mining, forest products, steel, and automotive. In addition to serving Russian 
clients, Goldman needs to understand the dynamics to the extent that they also 
will affect the firm's other clients globally. As with China, GS anticipates 
significant revenue to emerge from this market in relatively short order. 

India and Brazil opportunity more long-term 
India's fast-growing economy is also one where there is considerable 18 and 
markets opportunity, although it is more competitive than China, and Goldman in 
particular does not have the degree of early-mover advantage it has in China. 
Nonetheless, GS continues to grow its investment in the market and as has been 
previously reported, dissolved a longstanding joint venture in order to have full 
control of its India business. The view on this market is Lhat it will take somewhat 
longer to develop into a meaningful contributor. 

Brazil is a market where Goldman was unable to make an acquisition that it 
sought at what it felt was the right price (the property, Banco Pactual. ultimately 
went to UBS), but GS has the licenses it needs now and will proceed on its own. 
As with India, this is seen as a relatively longer-term opportunity. 

The Middle East is flush with liquidity that is seeking global opportunities, and the 
Goldman brand franchise is very strong there. Goldman's initial strategy in many 
regions has often been to joint-venture, and in February, it signed a Memo of 
Understanding to form a venture with National Commercial Bank of Saudi Arabia, 
in addition to having established new offices in the Emirates last year. 

Goldman is continuing to see considerable activity in Japan, across a number of 
product sets: equities, debt underwriting, and a relatively new phenomenon for 
the market, hostile takeovers. 

Private Equity market strong 
Overall conditions in the Private equity market remain very strong, Winkelried 
observed, with no recent changes in the pace of investment. He continues to see 
an upswing though in the number of opportunities, and the ability to execute on 
them, outside the US. Demand to invest in funds remains reasonably strong. One 
new dynamic is the degree to which Goldman is involved in raising funds for 
private pools (in contrast to IPOs of Private Equity general partners or of specific 
funds, an activity in which GS has also participated recently). Given the reach of 
its ultra-high-net-worth private client group, GS has been able to raise meaningful 
amounts of capital for some of these firms with longer-than-normal lockups, which 
of course the sponsors find very appealing. What is particularly notable is that 
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the perceived value-added of GS' efforts, and of its imprimatur, is significant 
enough that Goldman appears to be able, in some cases, to share significantly in 
the GP's fee structure on the funds raised - i.e., it can receive what we believe is 
a substantial portion of both the management fee and the carried interest. 

Meanwhile, GS is in the process of raising its latest general fund, which according 
to press reports is in the range of $19bn, nearly double its original target (and a 
number which we believe is substantially correct). We estimate about 30% of this 
will be subscribed internally, by GS for its own account and by employees; and 
that the remainder will be taken up by a combination of high-net-worth and 
institutional clients. Winkelried indicated, responding to a question about the 
degree to which opportunities still exist given how much private equity money is 
now out chasing deals, that there is already a backlog of ideas for the new fund 
that could use about¼ of its capital. 

With the fim1's funds now very large, their focus is on very big-ticket transactions; 
transactions under $1 00mn are generally not on their radar screen. This creates 
an opportunity for the firm to invest its own assets in $25 -1 DD million 
transactions, and given the IB's expanded scope into more middle-market 
clientele, there may be considerable opportunity here as well. Current policy 
requires that any deal of $180 million + be shown to the new fund, GS VI; the 
range of transaction targets for the firm's own account may therefore be 
expanded to $25-180 million. 

Infrastructure, as the firm has alluded to in every meeting with us over the past 
year, is quickly becoming a major private-equity focus for Goldman (and others) 
because of the scale of the opportunity, as public sector entities look to free up 
capital and long-term investors seek opportunities to match investments with their 
long-tail liabilities like pensions. 

The firm has had an important Real Estate private equity effort for many years, 
but Winkelried sees increasing convergence between this area and corporate 
Private Equity. The resources in place are being reassessed, and it appears that, 
in conjunction with the 1B, a financing capability akin to corporate Leveraged 
Finance will be put in place. 

Overall, GS has produced more PE-related revenue (fund management, carried 
interests, gains, and related 1B revenues) than peers. We have attempted to 
quantify this by identifying revenue from all the above though admittedly we may 
have missed some elements. Even so, the analysis indicates significantly 
stronger PE-related revenues as a percentage of Net Revenues, when compared 
to the peer group (see Chart 3). 
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Conflict Management skill maximizes franchise value 

C 

As always, discussion of Private Equity gives rise to concerns over conflicts, and 
there are always plenty of complaints that Goldman walks a very fine line 
betvveen its clients' interests and its own. But the consistency with which the firm 
has avoided crossing the line and damaging its reputation is such that it must be 
doing something right. The conflict management process is clearly taken 
extremely seriously at the firm, since it is viewed as not just a by-product but a 
key pillar of the firm's franchise business. Though the process is highly structured 
and rigorous, 20% of the conflicts end up at the top of the firm. 

Goldman manages conflicts, rather than simply avoiding them, in order to 
maximize the value of its franchise, and as an institution, it sees far more principal 
investing opportunities as a result of that franchise than it would without it. The 
ICBC investment in China is a great example. 

Market's risk appetite remains healthy 
We have recently been concerned about a global "attitude adjustment" that may 
be developing with respect to risk tolerance and risk pricing. Our meeting was 
held just prior to the recent market turmoil, but at that time. at least, GS was not 
seeing any meaningful shift, with the financing markets robust and liquid; and 
indeed, recently. Texas Pacific and TXU were able, for example, lo line up 
considerable financing for their deal, including substantial "equity bridges" from 
Wall St. Still, Winkelried is clearly aware that one of the most significant potential 
negative changes would be if this liquidity dried up. And of course, to the extent 
that Wall Street firms are increasingly providing bridges, the risk of being caught 
with "hung deals", if liquidity contracts, is rising. 

Where does tha firm see issues that could result in a cyclical break? Winkelried 
expressed some concern that the housing finance woes could bleed into other areas 
of the markets, such as Alt-A (indeed there is evidence that this is happening), prime 
mortgages, other consumer finance, and/or commercial real estate. He noted, 
although the housing-finance issues seem quite contained now, and investor liquidity 
is massive, that events and perceptions can tum quickly. If a highly visible buyout 
were to fall apart due to an inability to arrange financing, Winkelried observed this 
might trigger a re-evaluation of credit spreads and deal activity in the M&A and equity 
markets. Finally, the markets have put geopolitical risk concerns on the back burner 
for the past few years, but they are clearly still there. 
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Chart 4: Growth of Assets under Management 
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Franchise competitive position solid 
As always, Goldman believes strongly that, notwithstanding opinions to the 
contrary, its "franchise" customer businesses, such as Investment Banking/ 
Advisory, are highly interconnected with its principal investing activities, such as 
Private Equity. As has long been the case, the company remained #1 in M&A 
globally last year, and management believes this is important on many levels. 
This said, it's clear that numerous other players covet this standing, and Goldman 
is nothing if not rational. The implication is that if one or another firm feels it is 
worth "buying" league table position via uneconomic devices such as writing free 
fairness opinions, so be it, and advisory fess are generally under some pressure, 
as has been the case for some time. In any one quarter, a combination of events, 
such as GS finding itself "conflicted out" of large deals, plus unusual 
competitiveness via ancillary assignments such as fairness opinions and 
financing, could certainly take GS out of the top position. Also, the geographical 
mix of activity can affect the firm's relative position in any one period, 
notwithstanding that GS seems to lead in all major regions during most periods. 
Still, based on first quarter 1B results, Winkelried seemed very pleased with the 
firm's position, and unconcerned that GS would fall below its traditional leading 
position in generating actual M&A fee dollars. And he did not seem to feel that 
any one firm posed an immediate threat to GS' #1 status in M&A. 

Beyond M&A, the firm is working on continuing to build better product capability in 
markets areas like derivatives, believing for example that Equity derivatives 
should be twice the size for GS that ii actually is; and Structured Products. It is 
also continuing to improve "connectivity" between these product areas and the 1B, 
even though GS is arguably better at this already than most of its competitors. 

GSAM momentum contfnues 
GSAM has posted industry-leading total and organic growth rates of total Assets 
under Management for several years (organic growth is defined as that coming 
from net new inflows of customer assets, net of any growth via market returns). 

2006 

Chart 5: Organic Growth Rate of Equity Mutual Fund Assets 
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We believe one driver has been the fact that, with GS really only beginning its 
focused buildout in the business around 1995, it has been able to create an 
investment management business in the modern image (i.e. serious attention to 
Alternatives, and to international distribution). This said, Alternative assets only 
accounted, as of year-end, for 21 % of AUM, so clearly there's more to it than that. 

Kraus believes that the firm's rapid growth comes from a combination of 

"' product breadth, 

having the right products for the market, and 

effective distribution and global product and market reach. 

In terms of alternatives, GS is very large where others aren't; an example is quant 
products, rather than long/short or credit-oriented funds (where his comment 
seemed to imply Goldman sees overcapacity and commoditization in the market). 
He also noted the finm's large presence in the Fund-of-Funds marketplace, 
stemming from the acquisition in the 90s of Commodity Corp., and now 
encompassing externally-managed Hedge, Private Equity, and more traditional 
long-only products. 

He also attributes the rapid growth in recent years to the fact that, in numerous 
key product areas, the firm has put together good, saleable track records, yet is 
still quite small relative to key competitors: in Fixed Income, for example, GSAM 
is 1/3 the size of Blackrock, and just 1/4 the size of Pimco. In Quantitative Equity, 
GSAM is considerably smaller than BGI (Barclays), and most of its active-equity 
products are still smaller than major competitors. This said, it should be borne in 
mind that GSAM, in aggregate, is now of world-class size, with nearly $700 billion 
in ALIM as of 11/06, so it's not quite the fast-growing upstart it once was. 

GSAM has also done portfolio-team lift-outs to bring in fund-management talent 
and customer assets. 

Distribution strength across key global markets is also one of the hallmarks Kraus 
mentioned as key. The firm has invested heavily over the past decade to build 
distribution in Europe, Asia, and Latin America in addition to North America, 
across customer types: institutional, high-net-worth, and third-party. The ultra
HNW channel in particular is one in which Goldman has a differentiated franchise 
and which has been particularly active in distribution of high-margin alternative, 
fund-of-funds, and structured products. Goldman is also generally recognized as 
working the linkages among its various businesses more seamlessly to "blanket" 
clients than any other firm on Wall Street, and we think this very much applies 
with respect to GSAM Private Client and its co-operation with Investment 
Banking. When 18 is present at a wealth-creating event for a corporate 
management team, the bankers have done, in our view, a good job making sure 
that GSAM is there to pitch its wealth management capabilities. 

Internationally, GSAM has a significant position across a number of segments in 
Japan, and has started a business in China, where it is licensed as a Qualified 
Foreign Investor (QFII) and benefits strongly, we believe, from Goldman's highly 
advantaged position in terms of its brokerage and banking licenses. GSAM began 
to focus on developing a presence in China around 3-4 years ago, after many 
years of firm franchise-building efforts and as it became clear the opportunity was 
beginning to ripen. The QFII license meant that a research capability could be 
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developed on the ground in Shanghai, that investors could be solicited outside 
China for a China product, and that a track record in China equities could begin to 
be developed. In the intervening period , that track record has , fortunately, 
developed well , with a solid mid-cap core equity product with 10 percentage points 
of alpha (vs an index that is admittedly not very efficient) . Eventually, it may 
become possible to sell the China products within the market, to domestic buyers. 

GSAM has also assembled a portfolio management team in India, and expects both 
China and India to become very meaningful over time. As with other country-focused 
teams, they also support the broader Global and Emerging Markets businesses. 

From an overall profitability point of view, Kraus noted that, after 12 years of 
steady re-investment, GSAM is now starting to see some of the benefits of its 
scale in positive operating leverage. This said, it's clear that a great deal of 
investment in growth is still taking place in Emerging Markets, and that these 
markets are thus unlikely to become •cash cows" for a long time to come. The 
overall margin level for the combined ··Asset Management and Securities 
Services" business segment has been 35%-plus in recent years (38% in 2006) 
but the segment definition is too broad to be really useful in assessing GSAM ; 
Securities Services (fundamentally, prime brokerage & clearing) is quite a large 
business for GS and very different from GSAM. We believe GSAM at this point 
produces an industry-like margin (around 30%), or perhaps still slightly below due 
to significant reinvestment. Because he expects continued rapid growth of the 
firm's other businesses , Kraus does not anticipate that Asset Management 
revenues will grow quickly as a percent of GS' total going forward . Businesses 
such as FICC risk meaningful amounts of the firm's capital, do well over time and 
thus generate more capital , which they will largely re-invest if opportunities 
permit, perpetuating their growth in a way that's different from less capital
intensive businesses such as GSAM. 

Rapid growth as we have seen at GSAM is generally also at least in good 
measure a response to strong performance. This said, GS is primarily an 
institutional and high-net-worth player, with only 20% of AUM in US mutual funds, 
whose performance can be easily tracked (10% of GS fixed-income AUM, and 
15% of its equity AUM are in US mutuals). Thus it is hard to gauge how 
performance is tracking, and when a significant reversal in relative performance 
may have occurred. So, though the long-term growth record should make one 
cautious about betting against GSAM's ability to continue growing quickly, the risk 
of a slowdown can 't be ruled out, and if it happens, it will be hard to see com ing 
from the outside. Kraus did allow that GSAM's Active Equity products were 
somewhat challenged in 2005, with most products "'average" performers, in line 
with what we saw happening in the industry general - it became much harder 
than it has been for most active managers to beat the index. 
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Alterna.tives still grov,ling; Global Alpha 
revenue fall-off will be offset 

Private client expanding into slightly 
lower "high-net-worth" tiers, and 
ir,ternatiunally 
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Actually, though, despite the apparent difficulty in beating US benchmarks, Kraus 
indicated that the most difficult area has been non-US developed-markets equity, 
where he is clearly dissatisfied with performance and thus with the size of the 
business, and where new leadership has thus recently been brought in. This 
product area will now, it appears, become more research/ analytically driven. In 
contrast, Emerging Markets equity products have done well, with "billions of 
dollars" of net asset inflows. 

Considerable publicity has surrounded the apparent underperformance last year 
of the multi-billion-dollar "Global Alpha" hedge fund, and the consequent decline 
in performance fees to be expected in 1 Q07 vs. year-ago. Kraus conceded that 
HF product's performance has been less strong than desired but believes there 
are no fundamental issues with product design or investment strategy; no 
significant changes in management are being made. In terms of the decline in 
fees, we'd note that GSAM asset growth overall has been so strong that the rise 
in standard management fees vs. year-ago should go a long way toward 
offsetting what we estimate as about a $400+ million decline in incentive fees. 
Goldman views perfonmance fees as an option and is trying to develop a broad 
portfolio of them, which should stabilize revenue - not all that different, in a 
sense, from the approach (and reality) of the firm's trading businesses, e.g. FICC. 

As to the eternal question of whether too many funds are chasing the available 
opportunities in both Hedge Funds and Private Equity, Kraus's view is that this 
depends on the specific asset class, but overall he believes that, even if returns 
are less than U1ey have been in previous years, they will still be adequate and that 
the diversifying effect on overall portfolios will keep investors involved. In general, 
it is dear that he is very happy with GSAM's position in Alternatives (the Private 
Equity funds as well as the Hedge Fund products are carried within GSAM) and 
that he far prefers GS' history of largely organic growth to the risks of cobbling 
together a business by buying stakes in the general partners managing the funds. 

While GS has historically been associated, on the private-client side, with the 
"Ultra-HNW" segment, the firm is developing a suite of services for the next tier 
down, to include a number of quantitative strategies, third-party-distributed 
products, and more of an outreach to emerging-wealth markets such as India, 
China, and Korea. Both proprietary fund management products and funds of 
funds/manager of managers products are featured in the Emerging Markets. 
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Beyond Emerging Markets, GSAM is also expanding its high net worth/Private 

banking footprint in developed markets of Europe, seeing opportunity in France, 

Scandinavia, Germany, and Italy; and is building a Middle-East focused offshore 

private banking business, encompassing 20 or more professionals in London and 

GS' Swiss private bank. 

This initiative will probably drive continued growth in the number of private bankers at 

GSAM, now around 500-600 globally, we believe; though clearly finding, recruiting, 

and retaining quality personnel is challenging (an issue across many businesses 

within the emerging markets). Overall, though, the firm expects to accelerate its 

private-client sales-force growth from high-single-digits to 10-12%; the expense 

impact will continue to hold back margins for some time from what they could be, but 

the investment is clearly viewed as worth being patient about. While acquisitions can 

be attractive, and GS is clearly very pleased with its Ayco acquisition a few years ago, 

there is very little available, so most growth will be organic. 

Table 2: GS lncomeStatement (Sin mn) 

1Q06 2Q06 3Q06 4Q06 1Q07E 2005 2006 2007E 2008E 
end 2/06 end 5106 end 3/06 end 11106 end 2/07 end 11105 end 11106 end11/07 end 11108 

REVENUES 
Commissions 842 936 844 896 941 2,975 3,518 3,884 4,078 
Net Interest 721 778 953 1,030 1,050 3,025 3,498 4,500 4,500 

Trading 5,150 5,692 3,094 3,756 5,545 10,249 17,692 16,862 17,080 
Investments/Private Equity/Merchant Bank 695 293 -430 1,399 295 2,228 2,817 1,045 1,000 

Principal Transactions 5,845 5,985 3,524 5,155 5,840 12,477 20,509 17,807 18,080 
Financial Advisory 736 608 609 627 775 1,905 2,580 2,865 1,553 
Underwriting 735 918 679 717 805 1,766 3,049 3,145 3,875 

Investment Banking 1,471 1,526 1,288 1,344 1,580 3,671 5,629 6,010 5,-42$ 
Asset Management & Fees 1,489 954 918 933 1,265 3,178 4,294 4,551 5,368 
Other Revenues 65 62 57 49 90 (88) 233 360 360 
Net Revenues 10,433 10,241 7,584 9,407 10,766 25,236 37,665 37,212 37,815 
Nei Trading Revenues 5,871 5,626 4.(i47 4.286 6,595 12,936 19,830 2i,362 21,580 

EXPENSES 
GompfNel Revenues 48.7% 48.5% 44.8% 25.3% 47.5%\ 46.6% 42.0% 43.9% 44.2% 
Compensation & Benefits 5,077 4,970 3,397 2,376 5,114 1 11,758 15,820 16,353 16,714 
Amorti2ation of IPD Awards/1 23R Charges 237 138 133 129 NA NA 637 NA NA 
Communications/Technology 124 131 141 148 150 ' 490 544 615 633 
Office! Equip./ Depr./ Amort. 318 326 347 380 375 1,229 1,371 1,515 1,576 
Professional Services (1) 418 462 413 521 soo : 1,400 1,814 1,990 2,090 
Advertising/ Business Development 100 121 117 154 170 378 492 675 689 
Brokerage, Clearing & Exchange Fees 351 403 523 571 600 1,200 1,848 2,430 2,552 
Cost of Power Generali on 85 122 101 98 100 NA 406 400 400 
Intangibles Amortization 34 44 50 45 45 124 173 180 '184 
Non-Compensation Expense 1,430 1.609 1,692 1,917 1,940 5,207 6,648 7,805 8,122 
Total Operating Expenses 6,744 6,717 5,222 4,422 7,054 16,965 23,105 24,158 24,837 

Income (Loss) Before Inc. Taxes & Other 3,689 3.524 2,362 4,985 3,712 8,273 14,560 13,055 12,979 
Income T;ixes (Benefit) 1,210 1,212 768 1,833 1,295 2,647 5,023 4,519 4,478 
Tax Rate 32.8% 34.4% 32.5% 36.8% 34.9%1'. 32.0% 34.5% 34.6% 34.5% 
NET INCOME (LOSS) 2,479 2,312 1.594 3,152 2,416 5,626 9,537 8,536 8,501 
INCOME FOR COMMON 2,453 2,286 1,555 3,104 2,366 5,609 9,398 8,336 8,301 
Averaga Shares 
Basic 457.3 449,7 449.4 439.8 445.0 478.1 451.7 437.8 428.3 
Diluted 483.3 478.3 477.4 470.7 466.5 500.2 477.4 463.5 454.0 
EARNINGS PER SHARE 
Basic $5.36 $5.08 $3.46 $7.06 S5.32 S11.73 $20.B1 $19.04 $19.38 
Diluted SS.08 $4.78 $3.26 $6.59 SS.07 511.21 $19.69 $17.98 $18.28 
Source: C-o'T'pany r~oorls an<J Mer•ill lynct 
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Analyst Certification 
I, Guy Moszk□wski, CFA, hereby certify that the views expressed in this research 
reporl accurately reflect my personal views about lhe subjecl securities and 
issuers. I also certify that no part of my compensation was, is, or will be, directly 
or indirectly, related to the specific recommendations or view expressed in this 
research report. 

;{!:nc1lwd''" Measures Definitions 

Business Performance Numerator Denominator 
Return On Capital Employed NOPAT = (EBIT + Interest Income)* (1- Tax Rate)+ Goodwin Total Assets - Current Liabilities+ ST Debt+ Accumulated Goodwill 

Amortization 
Return On Equity 
Operating Margin 
Earnings Growth 
Free Cash Flow 

Quality of Earnings 
Cash Realizalinn Ratio 
Asset Replacement Rafo 
Tax Rate 
Net Debt-To-Equity Ratio 
Interns! Cover 

Valuation Toolkit 
Price I Earnings Ratio 
Price I Book Value 
Dividend Yield 
Free Cash Flow Yield 
Enterprise Value I Sales 

EV /EBITDA 

Amortization 
Net Income 
Operating Profit 
Expected 5-Year CAGR From Latest Actual 
Cosh Flow From Operations - T olal Capex 

Cash Flow From Operations 
Capex 
TaK Charge 
Net Debt= Total Debt, Less Cash & Equivalents 
EBIT 

Shareholders· Equity 

Sales 
NIA 
NIA 

Net Income 

Depreciation 
Pte-Tax Income 
Total Equity 
ln°ernst Expense 

Current Share Pri,;e Diluted Earnings Per Share (Basis As Specified) 
Current Share Price Shareholders' Equily / C~rrent Basic Shares 
Annualised Deda,ed Cash Dividend Cmren: Share Price 
Cash Flow From Operations - Total Capex Market Cap.= Current Share Price' Current Basic Shares 
EV= Current Share Pree• Curcent Shares+ Minority Equity+ Net Debt+ Sales 
Other LT Liabilhies 
Enterprise Value Basic EBIT + Depreciation + Amortization 

iQmi'.'i/1n-d'·1· is the set of Merrill Lynch ;5tandarrl mf::asur::s. that seNP- tc rnaintain glot:al consisle1cy under three broad heading::: Busirmss Performance, Quality of Earnings, an'll 'JGlidationE. Thr. kgy features ct iOme!hod are: A consist en ii)' 

s1ruc;tured. detgiled, ;md transparent methodology, Guldell-1e5 !ll maK!mize the effocti•1ene:.s of the com:)arative valuation pro~ess., and to identify some ,;ommor. pitfalls. 

iQd,,t:t/,11.w: ". i1 our real-time ~bbal rcsnarch database that is sourced rlirnctly from our cqJity analys!s' cainings mldds and indudns forc:c.is:cd a:. wc:I as historbal d:Jta for incomr: Btatcmcnt;;, ba~:mr.c ahccts. r'lnG cash flow st,1t::mc:rts 1or 

co111pMies cove'.e,:l by Mim!R Lynch. 
iQpr,·,filL ,--.,, iQmct!wd·';., are ;;9t\i;:e marks of M.~rti!I Ly1ch &. Ca., lnc.iQdawha.'i'e' is a regist:,red service mark of Merril' Lynch S. Ca., Inc. 
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Important Disclosures 

GS Price Chart 

Goldman Sachs Group 

---------- ---------------------------~ ~----~·------·---
2-Mar.B 

Moszkowski 

USS300 

USS270 

USS240 

USS210 

US$180 

US$150 

US$120 

USS90 

USSGO 

USS30 

US$0 

GS ---

1-Jan--05 

20-Sep 
PO:US$143 

1:Web 
PO:US$154 

1-Jan-05 

B: Buy, N: Neutral, S: Sell, PO: Pnceobjeclive, NA: No lcngervalid 

13-Sep 
PO:USS18-4 

1-Jan-17 

The !nvcslr.ient Opinicn S1stem is cor.tained .it '.he end of :he repcrt Ln,j~r !tie heading "Funtlamental EqJrty Opinior Ke~:•. Dais Grey shading indi=e.tes he sectJ~ty is restricted wth 1he opmi:ln SLSpcnded. L1g'lt Grey shading indicates the secwrit'j 

is unclerl"P.\'i1:!w w.th lhf:! op;nbn withdrnw11. Chm1 :1.1rrnnt ;;.<; r~ir Fehnmry 28, 2007 Qr Sllc:'l l~ter ditl~ as i1)dir.aler. 

Investment Raiing Disiribuiion: Financial ServicesGroup (as of31 Dec 2006j 

Coverage Universe Count Percent Inv. Banking Relationships* Count Percent 
Buy 93 38.11% Buy 47 50.54% 
Neutral 140 57.38% Nelltral 69 49.29% 
Sell 11 4.51% Sell 4 36.36% 

~ny~stment Rating Distribution: Global GroupJ~5-_ll!._3_1_~e_c_~Q~~L_ _________________________________ _ 
Coverage Universe Count Percent Inv. Banl:ing Relationships• Count Percent 
Buy 1305 42. 74% Buy 406 31.09°/, 
Neutral 1509 49.38% Neutral 446 29.56% 
Sell 241 7.89% Sell 53 21.99°/, 
.. Companies in respect rif which MLPF&S or an affinate hes recev~d ccmpensation for in\'estrne,t banking servi::.:es within the oast 12 m,nths, 

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating. VOLATILITY RISK 
RATINGS, indicators of potential price fluctuation, are: A- Low, B - Medium, and C - High. INVESTMENT RATINGS, indicators of expected total return 
(price appreciation plus yield) within the 12-month period from the date of the initial rating, are: 1 • Buy (10% or more for Low and Medium Volatility Risk 
Securities• 20% or more for High Volatility Risk securities); 2 - Neutral (0-10% for Low and Medium Volatility Risk securities• 0-20¾ for High Volatility 
Risk securities); 3- Sell (negative return); and 6 • No Rating. INCOME RATINGS, indicators of potential cash dividends, are: 7 • same/higher (dividend 
considered to be secure); 8 - same/lower (dividend not considered to be secure); and 9 - pays no cash dividend. 

----························ 

MLPF&S or one of its affiliates acts as a market maker for the securities recommended in the report: Goldman Sachs, 
The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliates: Goldman Sachs. 
MLPF&S or an affilia1e has received comoensation from the company for non-investment banking services or products within the past 12 months: Goldman 

Sachs. 
The company is or was, within the last 12 months, a non-securities business client of MLPF&S and/or one or more of its affiliates: Goldman Sachs. 
MLPF&S or an affiliate has received compensation for investment banking ser11ices from this company within the pas112 months: Goldman Sachs. 
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company within the next three months: 

Goldman Sachs. 
MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Goldman Sachs. 
The company is or was, within the last 12 months, a securities business client (non-investment banking) of MLPF&S and/or one or more of its affiliates: Goldman 

Sachs. 
The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall orofitability of Merrill 

Lynch, including profits derived from investment banking revenues. 
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Other Important Disclosures 

Goldman Sachs Group 

UK readers: MLPF&S or an affiliate is a liquidity provider for the securities discussed in this report. 
MLPF&S or one of its affiliates has a significant financial interest in the fixed income instruments of the issuer. If this report was issued on or after the 1 □th day of 

a month, it reflects a significant financial interest on the last day of the previous month. Reports issued before the 10th day of a month reflect a significant financial 
interest at the end of the second month preceding the date of the report: Goldman Sachs. 

Information relating to Non-U.S. affiliates of Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S): 
MLPF&S distributes research reports of the following non-US affiliates in the US (short name: legal name): Merrill Lynch (France): Merrill Lynch Capital Markets 

(France) SAS; Merrill Lynch (Frankfurt): Merrill Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch (South Africa): Merrill Lynch South Africa (Pty) Ltd: 
Merrill Lynch (Milan): Merrill Lynch lntematiom;I Bank Limited; MLPF&S (UK): Menill Lynch, Pierce, Fenner & Smith Limited; Merrill Lynch (Australia): Merrill Lynch 
Equities (Australia) Limitec; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd; Merrill 
Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Balsa; Merrill Lynch (Argentina): Merrill Lynch 
Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co, Ltd; Merrill Lynch (Seoul): Merrill Lynch International Incorporated (Seoul Branch); Merrill 
Lynch (Taiwan): Merrill Lynch Global (Taiwan) Limited; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (lndones,a): PT Menill Lynch 
Indonesia; Merrill Lynch (KL) Sdn. Bhd.: Merrill Lynch (Malaysia); Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Merrill Lynch CIS Limited, 
Moscow. 

This research report has been prepared and issued by MLPF&S and/or one or more of its non-U.S. affiliates. MLPF&S is the distributor of this research report in 
the U.S. and accepts full responsibility for research reports of its non-U.S. affiliates distributed in the U.S. Any U.S. person receiving this research report and wishing 
to effec: any transaction in any security discussed in the report should do so through MLPF&S and not such foreign affiliates. 

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited, which is authorized and 
regulated by the Financial Services Authorily; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd, a registered securities dealer 
under the Securities and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited, which is regulated by the Hong Kong SFC; is 
issued and distributed in Taiwan by Merrill Lynch Global (Taiwan) Ltd or Merrill Lynch, Pierce, Fenner & Smith Limited (Taiwan Branch); is issued and distributi,d in 
Malaysia by Merrill Lynch (KL) Sdn. Bhd., a licensed investment adviser regulated by the Malaysian Securities Commission; and is issued and distributed in 
Singapore by Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd (Company Registration No.·s F 06872E and 
1986028830 respectively). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pte Ltd. are regulated by the Monetary Authority 
of Singapore. Merrill Lynch Equities (Australia) Limited, (ABN 65 006 276 795), AFS License 235132, provides this report in Australia. No approval is required for 
publication or distribution of this report in Brazil. 

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by Ba Fin. 
Copyright, User Agreement and other general information related to this report: 
Copyright 2007 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. This research report is prepared for the use of Merrill Lynch clients and 

may not be redistributed, retransmitted or disclosed, in whole or in part, or in any farm or manner, without the express written consent of Merrill Lynch. Merrill Lynch 
research repo1is are distributed simultaneously to internal and client websites eligible to receive such research prior to any public dissemination by Merrill Lynch of 
the research report or information or opinion contained therein. Any unauthorized use or disclosure is prohibited. Receipt and review of this research report 
constitutes your agreement not to redistribute, retransmit, or disdose to others the contents. opinions, conclusion, or information contained in this report (including 
any investment recommendations, estimates or price targets) prior to Merrill Lynch's public disclosure of such information, The information herein (other than 
disclosure information relating to Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. Merrill Lynch makes no 
repressntations or warranties whatsoever as ta the data and inforrration provided in any third party referenced website and shall have no liability or responsibility 
arising out of or in connection with any such referenced website. 

This research report provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, 
to buy or sell any securities or other investment or any options, futures or derivatives related to such securities or investments. It is not intended to provide personal 
investment advice and it does not take into account the specific investment objectives, financial situation and the particdar needs of any specific person who may 
receive this report. Investors should seek fina~cial advice regarding the appropriateness of investing in any securities, other investment or investment strategies 
discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. Investors should note that income 
from such securities or other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall. Accordingly, investors may 
receive back less than originally invested. Past performance is not necessarily a guide to future performance. Any information relating to the tax status offinancial 
instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on 
their particular circumstances from an independent tax professional. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security or related investment mentioned in this report. In addition, 
investors in securiUes such as ADRs, whose values are influenced by the currency of the underlying security, effectively assume currency risk. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial intsrest in securities of the issuer(s) or in related 
investments. 

Merrill Lynch Research policies relating to conflicts of interest are described at http://www.ml.com/media/43347.pdf. 
iQrnethod, iQmethod 2.0, iQprofile, iQtoolkit, iQworks are secvice marks of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered 

service marks of Merrill Lynch & Co., Inc. 
Fundamental equity reports are produced on a regular basis as necessary to keep the investment recommendation current. 
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Important disclosure information (relative to NASD Rule 2711) about The Buckingham Research Group’s rating 
system, risks, and potential conflicts of interest appear at the end of this material (or contact your investment 
representative). This report should be used as only a single factor in making investment decisions.

GOLDMAN SACHS (GS) STRONG BUY
2Q08: Another Strong Quarter; Bumping Up ’08 Estimate June 17, 2008

James Mitchell 212-922-5534 jmitchell@buckresearch.com
John Grassano 212-922-2019 jgrassano@buckresearch.com

 GS reported 2Q08 EPS of $4.58, well ahead of consensus of $3.42 and our estimate of $3.43. Book
value grew more than 5% sequentially and the company’s ROE was 20.4%. These results also
include $750m ($0.54 per share) in write-downs/hedging losses related to leveraged loans, as well as
a lower than expected tax rate (adding $0.35 per share vs. our forecast).

 The majority of the upside was driven by better than expected revenues in investment banking, private
equity, and prime brokerage (trading revenues were basically in line). In fact, total revenues were
10% above our forecast. Also contributing to the upside was solid expense discipline, with non-comp
expenses falling 6% sequentially vs. our expectation of flat expenses.

 Raising 2008 EPS to $16.20 from $16.00 to partially reflect the sizable “beat” this quarter. We
believe the estimate is conservative given the continued evidence of stabilizing credit markets over the
past three months and the potential for market share gains as many peers “retrench.”

 In terms of the stock, while GS trades at a substantial premium to its peers, we believe it is warranted
given its diversified franchise, strong brand, higher ROE profile, and peerless risk management. And
at 1.9x current book value and 1.7x ‘08E book value, the stock trades well below fair value when
considering a 20% ROE profile. Consequently, we reaffirm our Strong Buy rating, although we
continue to see more upside in the likes of MS at 1.3x book.

Target $250.00
Price (06/17/2008) $179.44
52-Week Price Range $251-$140
Shares Out. (mil.) 427.9
Market Capitalization (mil.) $76,782.4
Float 349.5
Avg. Daily Vol. (mil.) 12.0

Dividend/Yield $1.40/0.7%
Book Value (05/31/2008) $97.49
Debt/Capital (05/31/2008) 78.6%
2 Yr. Growth Rate NM
ROE (2008E) 17.9%

EARNINGS PER SHARE ESTIMATES
FYE Nov Q1 Q2 Q3 Q4 Fiscal Yr FY P/E
2007E $6.67A $4.93A $6.13A $7.01A $24.73A 7.3x
2008E $3.23A $4.58A $3.60E $4.79E $16.20E 11.1x

prior -- -- $3.76E $5.58E $16.00E
2009E -- -- -- -- $21.00E 8.5x

Company Description - Growth Drivers - Risks: Goldman Sachs is a leading global investment bank engaged 
in three principal segments: Investment Banking (16% of revenue in 2007); Trading & Principal Investments 
(68% of revenue) and Asset Management & Securities Services (16% of revenue). Growth drivers: increased 
client activity associated with stronger economic and market performance; broadening client relationships; and 
international expansion.  Risk factors: Market, economic, and competitive risks.
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The Buckingham Research Group James Mitchell 212-922-5534
John Grassano 212-922-2019

INVESTMENT SUMMARY

Goldman Sachs reported 2Q08 EPS of $4.58, well ahead of consensus of $3.42 and our estimate of $3.43. 
Book value grew 5% sequentially and the company’s ROE was 20.4%. These results also include $750m 
($0.54 per share) in write-downs/hedging losses related to leveraged loans. While a lower than expected 
tax rate contributed to the upside (adding $0.35 per share vs. our forecast), the majority of the upside was 
driven by better than expected revenues in investment banking, private equity, and prime brokerage
(trading revenues were basically in line). In fact, total revenues were 10% above our forecast. Also 
contributing to the upside was solid expense discipline, with non-comp expenses falling 6% sequentially 
vs. our expectation of flat expenses. 

In terms our EPS estimates, given the sizable “beat” this quarter, we are increasing our FY08 EPS 
estimate to $16.20 from $16.00. While this increase is meaningfully less than the 2Q08 upside (implying 
a reduction in 2H08 EPS estimates), this simply reflects a more conservative forecast for both private 
equity and fixed income trading given the still uncertain macro environment. That said, we are certainly
biased to the upside on our estimates given the continued evidence of stabilizing credit markets over the 
past three months. Moreover, the potential for market share gains across many of its businesses (which 
was particularly evident in prime brokerage this quarter) as many of its competitors “retrench” also gives 
us a positive bias to our EPS estimates going forward. 

In terms of the stock, while GS trades at a substantial premium to its peers, we believe it is 
warranted given its diversified franchise, its strong brand (which enables market share gains 
during challenging market environments), higher ROE profile, and peerless risk management. 
More specifically, GS trades at 1.87x 2Q08 book value, a 34% premium to the 1.4x average for MS and 
MER. However, considering GS’s faster book value growth from its higher ROE, that premium falls to 
30% based on end of year book value and falls to 25% when looking at 2009 book value estimates. But 
that said, given this premium, we do see more upside in names like MS and LEH. However, on an 
absolute basis, its current book value multiple seems low given a 20%+ ROE profile, which historically 
has translated into a P/B multiple well north of 2.0x. Consequently, we reaffirm our Strong Buy rating 
and $250 price target.

2Q08 Highlights: 

 Investment banking revenues exceeded our forecast by 23%. While debt underwriting revenues
were below our forecast, we saw upside in both advisory revenues and equity underwriting. In
advisory fees, revenues rose 21% sequentially and 13% YOY, helped by non M&A related advisory
assignments (i.e. advising on capital structure issues). Equity underwriting revenue was the biggest
surprise, up more than threefold sequentially and the highest quarter in 8 years, reflecting market
share gains, its top role in the Visa IPO, and a large number of recapitalizations of financial
institutions. Looking ahead, management noted that the pipeline was down somewhat sequentially,
with an increased pipeline in equity underwriting partially offsetting a decline in the M&A pipeline.

 FICC revenues were slightly below our forecast, down 25% sequentially. Included in FICC this
quarter was $750 million in losses related to leveraged loans -- $500 million of which were losses on
hedges. FICC also included approximately $200 million in negative marks related to its liabilities.
Normalizing for these items, we calculate that FICC revenues were basically flat YOY – not a bad
result considering the weak trading environment in March. That said, run rate revenues were down
meaningfully on a sequential basis, reflecting again the weak results in March and fewer higher
margin structured derivatives trades given the more volatile market environment. Looking ahead, we
expect write-downs to continue to diminish given sizable reductions in risky assets. For instance,
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“legacy” leveraged loan positions are down to $11bn (combined with $8bn of “new” leveraged loans, 
brings GS’s total leveraged loan exposure to $19bn). On the mortgage side, residential mortgage 
exposure fell to $15bn from $19bn, while commercial real estate exposure fell to $17bn from $19bn. 
GS had immaterial losses on these positions in the quarter, and we would expect limited write-downs
in future quarters. Consequently, with exposures down and credit markets improving, we could see 
FICC revenues start to show some improvement in coming quarters. 

 Equities trading was modestly above our forecast and essentially flat YOY. Commissions were
flat sequentially and up 14% YOY, reflecting solid YOY volume growth globally. On the principal
side, strong results in cash equities and derivatives were offset by very weak results in GS’s
proprietary trading business. Looking ahead, we don’t expect to see a material ramp up in its
proprietary business given the volatile and uncertain environment – which will keep GS from putting
large amounts of capital to work. However, the cash and derivatives business should continue to grow
solidly given global growth and market share gains.

 Private equity also was well ahead of our forecast, with revenues of $725m vs. our forecast of
$200m. While gains on ICBC shares were essentially in line with our forecast of $200m, GS was able
to generate additional investment gains outside of this holding, reflecting the positive move in global
equity markets during the quarter (with most of the gains unrealized and related to market
appreciation). This revenue line is certainly volatile and the gains here need to be discounted to some
extent, but longer term, this business should drive solid returns. However, given the still volatile
equity markets, we did reduce our forecast for private equity gains for the remainder of this year.

 Prime brokerage revenues rose 30% YOY and were 10% above our forecast. The upside was
driven by market share gains and improved pricing power in the industry. Given the strength this
quarter and expectations of further pricing power and market share gains, we did increase our forecast
for revenues in 2H08 and into 2009.

 In terms of expenses, the compensation ratio was in line with expectations at 48%. However, non-
comp expenses fell nearly 6% sequentially given lower volume related expenses and a continued
focus on reigning in expenses given the environment. In fact, GS is still less than halfway through its
target of generating $500m of annualized cost savings in non comp expenses. Consequently, we
would expect non comp expenses to be flat to down from 2Q08 levels (excluding the impact from
volume related expenses such as clearing).

 Book value grew to $97.49 per share, up 5% sequentially and ahead of our forecast of $95.34.
The stronger than expected earnings drove the upside, with book value rising 20% YOY.

 Management noted that GS’s Tier 1 ratio is 10.8% in 2Q08, well above minimum requirements of
6.0% and most commercial banks that are at 8%. In terms of leverage, management noted that its
balance sheet declined from $1.2 trillion in 1Q08 to closer to $1.1 trillion in 2Q08. Along with strong
growth in common equity via retained earnings (common equity grew 5.5% sequentially and book
value per share rose 20% YOY), this pushed gross leverage down to 24.3x from 27.9x in 1Q08 and
net leverage down to 14.7x from 18.6x in 1Q08. Given GS’s high ROE profile, we expect to see
continued strong growth in equity (given limited buybacks in this environment). Combined with more
limited balance sheet growth, we would expect leverage to continue to fall.
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Goldman Sachs -- Earnings Results and Forecasts FYE-November
0 0 0 0 0 0 0

($ in millions, except share and per share amount FY 2007 % Chg 1Q08 % Chg 2Q08 % Chg 3Q08E % Chg 4Q08E % Chg FY 2008E % Chg FY 2009E % Chg
Revenues

Investment banking 7,555$       34.6% 1,166$       -32.1% 1,685$       -2.0% 1,124$       -47.6% 1,325$ -32.9% 5,301$       -29.8% 5,380$       1.5%
Trading and principal investments 29,714 23.7% 4,877 -46.2% 5,239 -16.1% 4,965 -34.5% 5,439 -20.3% 20,520 -30.9% 25,720 25.3%
Asset management and securities services 4,731 4.5% 1,341 18.4% 1,221 10.3% 1,371 7.8% 1,355 11.2% 5,288 11.8% 6,325 19.6%
Net interest income 3,987 14.0% 951 17.7% 1,277 14.7% 1,052 -21.6% 1,053 45.2% 4,333 8.7% 4,400 1.5%

Net revenues 45,987 22.1% 8,335 -34.5% 9,422 -7.5% 8,512 -31.0% 9,173 -14.6% 35,442 -22.9% 41,825 18.0%

Cash expenses
Comp and benefits, excluding employee ipo awa 20,190 22.7% 4,001 -34.5% 4,522 -7.5% 4,085 -31.0% 3,853 17.7% 16,461 -18.5% 19,030 15.6%

Brokerage, clearing and exch fees 2,758 38.9% 790 43.4% 741 16.1% 755 -5.0% 785 1.4% 3,071 11.3% 3,390 10.4%
Marketing development 601 22.2% 144 9.1% 126 -12.5% 140 -5.4% 175 -1.1% 585 -2.7% 635 8.5%
Communications and technology 665 22.2% 187 23.8% 192 19.3% 195 15.4% 205 11.4% 779 17.1% 825 5.9%
Occupancy and equipment 975 14.7% 236 15.7% 234 11.4% 237 8.7% 245 -28.6% 952 -2.4% 990 4.0%
Professional fees 714 31.0% 178 10.6% 185 14.9% 190 1.1% 202 -1.0% 755 5.7% 800 6.0%
Other 1,326 17.1% 402 36.7% 370 32.6% 395 12.5% 460 14.4% 1,627 22.7% 1,715 5.4%

Total non-compensation expenses 7,374 23.8% 1,937 22.8% 1,848 10.4% 1,912 -2.3% 2,072 -4.3% 7,769 5.4% 8,355 7.5%
Total cash expenses 27,564 23.0% 5,938 -22.8% 6,370 -2.9% 5,997 -23.9% 5,925 8.9% 24,230 -12.1% 27,385 13.0%
Non-cash expenses

Depreciation and amortization 624 19.9% 170 28.8% 183 30.7% 190 31.0% 195 -5.8% 738 18.3% 738 0.0%
Amortization of intangibles 195 13.0% 84 64.7% 37 -26.0% 40 -24.5% 40 -2.4% 201 3.1% 201 0.0%

Total expenses 28,383 22.8% 6,192 -21.3% 6,590 -2.4% 6,227 -22.9% 6,160 8.3% 25,169 -11.3% 28,324 12.5%

Net income before taxes 17,604 20.9% 2,143 -55.9% 2,832 -17.5% 2,285 -46.4% 3,013 -40.4% 10,273 -41.6% 13,501 31.4%
Effective tax rate 34% 29% 26% 28% 28% 28% 31%
Provision/(benefit) for taxes 6,005 19.6% 632 -62.0% 745 -32.1% 640 -54.5% 847 -54.0% 2,863 -52.3% 4,118 43.8%

Net income 11,599$     21.6% 1,511$       -52.7% 2,087$       -10.5% 1,645$       -42.4% 2,167$ -32.6% 7,410$       -36.1% 9,383$       26.6%
Preferred dividends 192 38.1% 44 -10.2% 36 -21.7% 36 -25.0% 36 -26.5% 152 -20.8% 144 -5.3%

Net income avail to common 11,407$     21.4% 1,467$       -53.4% 2,051$       -10.3% 1,609$       -42.7% 2,131$ -32.7% 7,258$       -36.4% 9,239$       27.3%

Per-Share Amounts
Net income, diluted 24.71$       25.5% 3.23$         -51.5% 4.58$         -7.0% 3.60$ -41.2% 4.79$ -31.7% 16.20$       -34.4% 21.00$       29.7%
Operating earnings, diluted 24.73 25.6% 3.23 -51.5% 4.58 -7.0% 3.60 -41.2% 4.79 -31.7% 16.20 -34.5% 21.00 29.7%
Common dividend 1.40 7.7% 0.35 0.0% 0.35 0.0% 0.35 0.0% 0.35 0.0% 1.40 0.0% 1.52 8.6%
Book value 90.43 24.5% 92.44 19.9% 97.49 19.9% 100.43 18.6% 107.84 19.2% 107.84 19.2% 124.58 15.5%
Tangible book value 78.88 28.3% 80.28 22.1% 85.16 21.7% 88.10 20.5% 95.61 21.2% 95.61 21.2% 112.53 17.7%
Avg. shares outstanding (diluted) 461.3 -3.4% 453.5 -3.9% 447.4 -3.6% 446.4 -2.4% 444.9 -1.5% 448.1 -2.9% 439.9 -1.8%
Avg. shares outstanding (basic) 433.1 -3.6% 432.8 -2.6% 427.5 -1.9% 426.4 -0.6% 424.9 0.5% 427.9 -1.2% 409.9 -4.2%
Period end shares outstanding 439.0 -2.5% 427.6 -2.4% 427.9 -1.6% 424.9 -0.1% 424.9 -3.2% 424.9 -3.2% 414.9 -2.4%

Return Statistics (Operating)
Return on average assets 1.26% 0.58% 0.80% 0.60% 0.76% 0.64% 0.79%
Return on common equity 33.7% 15.7% 20.9% 15.8% 19.9% 17.9% 19.4%
Return on tangible equity 38.5% 18.6% 24.9% 19.0% 23.0% 19.3% 21.2%

Productivity Statistics
Expenses to net revenues 61% 73% 70% 73% 67% 70% 67%
Compensation and benefits to net revenues 43.9% 48.0% 48.0% 48.0% 42.0% 46.4% 45.5%
Non-int expense ex comp & bnfts to net revs 17% 25% 22% 25% 25% 24% 22%
Pre-tax operating margin 38% 26% 30% 27% 33% 29% 32%
Employees 30,522 15.3% 31,874 18.2% 31,495 12.4% 31,750 6.2% 31,750 4.0% 31,750 4.0% 33,000 3.9%
Net revenues per employee 1.51$         5.9% 1.05$         -44.6% 1.20$         -17.7% 1.07$ -35.0% 1.16$ -17.9% 1.12$         -25.9% 1.27$         13.5%
Cash expenses per employee 0.90$         6.7% 0.75$         -34.7% 0.81$         -13.6% 0.76$ -28.3% 0.75$         4.7% 0.76$         -15.5% 0.83$         8.7%

Contribution as % of net revenues
Financial advisory 9.2% 8.0% 8.5% 7.1% 7.1% 7.7% 5.9%
Equity underwriting 3.0% 2.1% 6.5% 3.2% 3.8% 4.0% 3.6%
Debt underwriting 4.2% 4.0% 2.9% 3.5% 4.1% 3.6% 3.9%
Investment banking 16.4% 14.1% 17.9% 13.8% 15.0% 15.3% 13.4%
FICC 35.2% 37.7% 25.2% 31.7% 30.5% 31.1% 33.5%
Equities 24.6% 30.2% 26.4% 26.7% 28.6% 27.9% 27.3%
Principal investments 8.2% -6.4% 7.7% 2.3% 2.5% 1.7% 2.9%
Trading and principal investments 67.9% 61.5% 59.3% 60.8% 61.6% 60.8% 63.6%
Wealth management 9.8% 15.8% 12.3% 14.6% 14.4% 14.2% 13.7%
Securites services 5.9% 8.7% 10.5% 10.8% 8.9% 9.7% 9.3%
Asset mgmt. and securities services 15.7% 24.5% 22.8% 25.4% 23.4% 24.0% 23.0%

Source: Company reports and Buckingham Research estimates.
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IMPORTANT DISCLOSURES
ANALYST CERTIFICATION
The above-named analyst hereby certifies that the views expressed in this research report accurately reflect his/her personal views 
about the subject company and its securities. The analyst also certifies that he/she has not been, does not, and will not be receiving 
direct or indirect compensation in exchange for expressing the specific recommendation in this report.

Company Disclosure
Goldman Sachs

RESEARCH DISCLOSURE LEGEND
1) The Buckingham Research Group makes a market in the securities of the subject company.
2) The Buckingham Research Group or associated companies own 1% or more of any class of common equity securities, warrants
or options of the subject company.
3) Analyst, associate or a member of household have a financial interest in any class of common equity securities, warrants or
options of the subject company.
4) Analyst, associate or a member of household is an officer, director, or advisory board member of the subject company.
5) Other.

Neither the Buckingham Research Group nor its employees perform investment banking services for stocks under coverage.

RATINGS of Stocks Under Coverage at The Buckingham Research Group: Buys 46%; Neutral 52%; Underperform/Not Rated 2%.
The Buckingham Research Group’s rating categories are as follows
STRONG BUY -- We expect the stock to appreciate 25% or more within the next 6-12 months. There is good visibility and nearer-
term earnings or events catalysts are expected.
ACCUMULATE -- We expect 15% or more appreciation over the next 6-12 months and the stock is attractively valued; however, 
near-term catalysts are lacking.
NEUTRAL -- The stock's current price reflects our intermediate-term price objectives, and positions may be reduced. 
UNDERPERFORM -- There appears to be more risk than reward in this stock at current levels. We expect the stock to 
underperform over the next 6-12 months.
NOT RATED -- We are not carrying a rating on this stock for the time being. Rating & estimates under review.

STATEMENT OF RISK: Risks associated with attaining the target set for this stock include, but are not limited to, traditional 
economic and competitive pressures, effective execution of corporate strategies and stock market volatility. Additionally, the 
company may be subject to government regulation as well as corporate litigation, patent litigation and expirations.

COMPENSATION: Analysts’ compensation is based upon activities and services intended to benefit the clients of The Buckingham 
Research Group and its affiliates (“the firm”). Like all firm employees, analysts receive performance-based compensation that is 
impacted by the individual analyst’s contribution and overall firm profitability, which includes revenues from institutional equities 
sales and the money management subsidiary. The analysts may also have funds managed by this subsidiary and make 
recommendations to this unit consistent with their public recommendations.

This report is based upon information available to the public. No representation is made that it is accurate or complete. The
Buckingham Research Group and its subsidiaries may have positions in, and may effect transactions in securities of the companies 
mentioned herein independently of and not necessarily in accordance with the recommendation. The disclosures contained in this
report are accurate as of the date of this report.
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Positioned for opportunity 
amidst•c:haos 

ill Senior mgt cautious, but seeing investment, mkt share 
opportunities from crisis 
Still cautious, but GS seeing· solid activity in customer franchise businesses, 
strong market share gains. Relatively unscathed by credit debacle, GS is more 
outwardly focused than peers, able ta commit balance sheet flexibly as needed. 
Clearly GS is one of less than a handful of relative winners from the crunch. 

Cyclical-bottom ROE prospects better now than in'02 
GS believes it can out-earn ROE produced al bottom of last cycle (11 % in '02) 
due to greater global diversity of its revenues, rising returns available as many 
peers pull back, and growing market share as above. GS feeling less pressure to 
de-leverage than peers, but does hold mare capital than it believes is ideal at this 
point (10.8% Tier-1 vs. "normal" seen as 9.5-10%). If proposed consolidation of 
securitized balances goes forward, though, the current capital could be needed. 

Liquidity is job one: likelihood rising that GS buys a bank 
Key lesson of current crisis is one GS has always known : importance of liquidity 
and availability of ··sticky" funding. We believe GS would not look entirely askance 
at prospect of buying a depository, a significant change. We still would not ascribe 
very high probability, but if a bank with excess deposits were available at right 
price, with no need for GS to exit existing businesses, we'd no longer rule it out. 

Big distressed-mortgage opportunity seen, but maybe not 
just yet 
GS' largest single revenue opportunity aver the next couple of years: mortgages. 
To prepare, GS bought Litton (sub-prime servicer) earlier this year, and 
strengthened its team with a key hire from the late Bear Stearns. Timing unclear 
because many assets slill hard to price given falling house prices, rising 
delinquencies, but opportunity expected to be large. 

Ill Estimates (Nov) 
(US$j 
EPS 
GA/>P EPS 
EPS Change (YoY) 
Consensus EPS (Bloomberg) 
Dividend Rate 

Valuation (Nov)_ . 

P/E 
GAAP P/E 
Dividen<l Yield 

2006A 
19.72 
19.72 

75.9% 

1.30 

--···············--·•· -
2006A 

9.1x 
9.1x 

0.7% 

200iA 2008E 2009E 2010E 
24.73 17.71 20.92 25.66 
24,73 17.71 20.92 25 .66 

25.4% ·28.4% 18.1% 22.7% 
16.93 19.83 21.55 

1.40 1.40 1.40 1.40 

-··•--. -·•····•·•• ············· 
2007A 2008E 2009E 2010E 

7.2x 10.1 x 8.Sx 7.0x 
7.2x 10.1 x 8.5x 7.0x 
0.8% 0.8% 0.8% 0.8% 

II Stock Data 

Price 
Price Objective 
Date Established 
Investment Opinion 
Volatility Risk 
52-Week Range 
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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 
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~ Merrill Lynch Goldman Sachs Group 

28 July 2008 

iQpn?file 
Sl! 

Goldman Sachs Group 
lnc::r,ni!!_§ta_l!!111e_ntD11ta_ (Nov)_ (:;r,n_1ea11y[)_;;sc::riptio_n __ 

- - ---·-------------

(US$ Millions) 2006A 2007A 2008E 2009E 2010E Goldman Sachs is a consistent top-tier global player 

Net Revenues ::7,681 45.987 37,173 43,563 50,204 in key high-margin lines of business such as Equity 
Compensation & Benevts (15,820) (20,190) (17,049) i19,503) (22,592) Underwriting and M&A. It is one of two dominant 

% o1 Net Revenue 42.0 43.9 45.9 45.0 45.G Prime Brokers to the fast-growing hedge fund 
Non-Compensation Expenses (7,285) (8,193) (8,574) (8,962) (9,352) industry. The asset mgmt unit has been among the 
Ne! Income to Ordinary Shareholders £,414 11,407 8,042 9,694 11,761 

industry's fastest growing. Much of recent growth 
Adjusted Net Income (Operating) 9,414 11,407 8,042 9,694 11,761 

has been in trading revenues, which are considered 

less predictable, but which have generated around 

Ba Ian ce Sheet Data (M~v)_ 
2% or more of avg. balance sheet assets each year. 

(US$ Mmions) 2006A 2007A 2008E 2009E 2010E lnvesbnent Thesis 
Total Assets 838,2D1 1,119,796 1,143,530 1,315.060 1.512.319 

GS is arguably the most well-respected inv. bank, 
Total Shareholders' Equity 35,786 42,800 49,037 56,759 64.481 

Net Assets 631,972 NA NA NA NA especially after deftly navigating the 07 credi, crisis. 

Tangible Shareholders' Equity NA NA NA NA NA We view GS as the best-diversified, most global 

BVPS (Stated Equity) 72.62 90.43 107.45 123.30 146.79 franchise in the industry, with ample inti. growth 

% growth 27.4 24.5 18.8 14.7 19.G prospects. Given continued cyclical industry 

weakness, competitive position seems largely priced 

in, with book value growth driving the value 

Trading (Nov) proposi:iJn. 

(US$ Mil!ions) 2006A 2007A 2008E 2009E 2010E 
Net Trading Rev (Prine Trans+Net Int) 1S,840 25,364 20,78", 26.799 31,808 

% growth ~3.4 27.8 -18.1 29.0 18.7 Slack Data 
ROA (NetTrad Rev/Ave Bal Sht Asts) 2.54% 2.55% 1.84% 2.13% 2.25% 
Value-at-Risk 101 138 NA NA NA Average Daily Volume 14,413,452 

VaR as a% cfTotal Equity 0.28% 0.323/, NA NA NA 

lnvestment_Bankin,g {Nov) 

(US$ Millions) 2006A 2007A 2008E 2009E 2010E 
Financial Advisory Revenues 2,580 4,222 2,838 2,161 2.594 
Equity Undemriting Revenues 1,365 1,382 1,498 1,188 1.425 

Debt Underwriting Revenues 1,684 1,951 1,261 1,399 1.679 
Total Investment Banking Revenue 5,629 7,555 5,597 4,748 5,698 

% growth 53.3 34.2 -25.9 -15.2 20.0 

Performance Metrics (Nov) 
(US$ Millions) 2006A 2007A 2008E 2009E 201 OE 
ROE (Stated Equity) 32.8% 32.7°i, 18.8% 19.5% 20.1% 

Operating Margin 38.7% 38.3% 31.1% 34.4¾ 35.4% 
Pre-Tax Profit Margin 38.7% 38.3'/, 31.1% 34.4% 36.4% 

Nel Pmiil Margin 25.0% 24.8% 21.6% 22.3% 23.4% 
Comp Expense/Revenue 42.0% 43.9% 45.9% 45.0% 45.0% 
Non-Comp Expense I Revenue 19.3% 17.83/, 23.1% 20.6% 18.6% 

Net Revenue Growth 49.3% 22.0'A -19.2¾ 17.2% 15.2% 
Operating fapense Growth 36.2% 22.8'/, -9.7% 11.5% 11.8% 
Operating Income I Average Assets 4.8% 4.63/, 3.3% 3.5% 3.6% 
Trading-Related Revenue/ Net Revenue 62.7% 55.2% 55.9% 61.5% 63.4% 
Asset Management & Fee Re·, I Net Rev 11.4% 9.8'/, 13.5% 13.8% 12.3% 
Total Employees (Actual) 2E,467 30,522 NA NA Nil. 
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CONFIDENTIAL 

Goldman Sachs Group 

Cyclical backdrop remains pressured, but macro products 
doing well and GS is a "go-to" 
We met last week with Co-Pres. Jon Winkelried, CFO David Viniar, and David 
Heller and Harvey Schwartz, responsible for Equities and FIGG, respectively, in 
the US. 

Clearly GS remains cautious about the broader economic and public policy 
backdrop, given the magnitude of the mortgage and consumer-credit meltdown 
and the consequent destabilization of major financial institutions. The big swings 
in market sentiment can unleash waves of activity but when confidence erodes, 
clients move to the sidelines, staying liquid and relatively inactive. The most 
liquid-markets oriented businesses (rates, FX, high-grade corporates) have been 
busy, but activity has been more sporadic as one moves up the risk curve. GS is 
benefiting from having maintained its reputation and its balance-sheet capacity at 
a time when others have had to retrench. 

Less balance sheet constrained than the peer group, which 
supports both Franchise and Principal businesses 
To date the firm's read of the likely changes in the regulatory environment is that 
the fallout will be manageable, and while cyclically earnings power is under 
pressure, in many ways GS is, we believe, a beneficiary rather than a victim of 
the current backdrop. The firm is not finding that it is facing any particularly 
binding constraints on profitability as a result of the de-leveraging trend. In any 
event, GS is not pressured to de-leverage as have firms that have had losses and 
run into capital issues. To the extent that its leverage has come down, this is 
more than anything else a response to the uncertainty in markets broadly and the 
fact that risk reduction has been the appropriate response. The cost of capital 
overall has not changed much for GS but it has made risk-based adjustments to 
capital charges for certain businesses or exposure classes and this has of course 
in some cases forced down exposure. 

As always , GS remains "constructively paranoid" about risk management. The 
firm believes that at a time like this it is best to be in a position of great flexibility 
regarding the use of capital, implying a desire to be very tactical as conditions 
change. The expectalion is that major opportunities to make principal investments 
will arise at a time of stress for many institutions and investors, but at the same 
time, clients of the "franchise businesses" (i.e., traditional trading and Investment 
Banking) will be in need of support from the firm 's balance sheet and this is as 
always a critical concern. Despite the fairly constant undertone of criticism over 
the firm's embrace of principal activities, we believe that Goldman has actually 
tended its customer-oriented businesses carefully, which explains why at the end 
of tile day, the world tends to come to Goldman, and the absence of major 
conflict problems. 

More market share? It seems to be happening 
GS continues to view its share-gain opportunity as very strong, something we have 
flagged since last autumn; GS is one of less than a handful of capital-markets firms 
that have (at least to date) weathered the downturn with capital intact and, if 
anything, enhanced reputation. We believe GS has seen market share gains in 
numerous key business lines, as many competitors have pulled back because of a 
need to shrink balance sheets, distractions that have made the firms more inward
looking, stress-induced trepidation, or all of the above. Meanwhile, Goldman has 
been open for business, with less balance sheet constraints, and a less shell
shocked attitude. Goldman believes, based on client comments and the order flow it 
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is seeing, tha1 ii is considerably more engaged as a market-maker than most of its 

key competitors. Macro areas such as rate products and FX have been very busy, 

though the mortgage market remains moribund. 

Even in Prime Brokerage, a business in which GS has disproportionate share, it 

has been seeing gains because of the fate of Bear and the growing sensitivity 

among clients to counterparty risk. We would expect that, with the BSC business 

in the safe hands of JP Morgan, plenty of that business will find its way back; but 

it doesn't seem to be happening quickly. As an aside, GS made it clear that it 

would be careful about taking up stock-borrow rates in the context of the changed 

SEC shorting regs, since it wants to avoid the appearance of being 

inappropriately opportunistic. 

Confident they can "out-earn" the '02 cyclical bottom 
Although conditions have weakened cyclically , GS continues to believe that it is 

most likely able to out-earn its ROE at the last cyclical bottom, 2002, because of 

the greater diversity of its business mix by geography and business lines, as well 

as discernible improvement in relative market position / share, and improving 

spreads due lo greater scarcity value of committed risk capital. This does not 

mean we can rule out the possibility of a weak quarter or two along the way (we 

have certainly seen this a couple of times, but it has not been sustained). 

Crisis has reinforced GS' key tenets 

What did GS learn from the credit crisis? Mostly a reinforcement of things it had 

always clung to. 

"' Liquidity is king. GS always said so, but the recent crisis confirmed it. Two 

words sum up the thoughts with regard to access to cash/ funding: '·More" , 

and "Longer" Goldman paid up over the last few years to term out its funding, 

and looks smart to have done so. 

"' i'lot hing 11ew ever happens until it happens. Destruction lurks in the tails 

of the distribution; because unexpectedly extreme outcomes can and do 
happen, scenario-test creatively and size positions appropriately. 

;, Size matters. Having a large, broad, highly diversified franchise adds an 

important degree of robustness. 

E Discipline is critical: Making commitments to serve clients or build 

pipelines of assets for distribution is the heart of many parts of the business, 

but allowing the assets to build up on the balance sheet can be deadly. 

Having the discipline to distribute the assets quickly, and slow down 

origination when the market is signaling faltering appetite, is essential. 

·l!l Risk ma11agement must be respected and independent; 
communication is essential: Senior management needs to be highly focused 

on risk and how it is changing as markets deteriorate. To do this, it needs real

time information, which means excellent risk-modeling systems and capabilities 
but also a timely, open communication now with a completely independent risk 

organization, as well as >Mth trading desks. And, within the firm, the risk 

managers need to have comparable stature to the revenue producers. 
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Goldman Sachs Bank ft Trust? Don't rule it out 
Since GS is more convinced than ever that its longstanding liquidity obsession is 
well-founded, it would appear this thought process has prompted a willingness to 
at least consider a bank acquisition. The opportunity could conceivably arise as a 
result of the damage done to some institutions and the fact that valuable, ·sticky" 
deposit franchises may be available at attractive prices . Viniar noted that the firm 
had done extensive analysis on the degree to which it might be able to deploy 
excess deposits to fund core businesses; based on the willingness to even 
consider a transaction . it would seem GS has satisfied itself that core activities 
could conceivably be funded this way. 

This said, the company made it clear that such a deal was unlikely to be pursued 
if it meant that other traditional, attractive GS businesses could not be continued, 
Commodities being the obvious example that comes to mind. However, 
regulators appear to have OK'd JPM's participation in physical Commodities via 
its acquisition of Bear Stearns, despite its Bank Holding Company status. 

We noted that GS has no experience running branch systems or dealing w ith any 
but the highest-net-worth individuals, and has in the past expressed some 
trepidation about the potential for reputational and operational risk in mass
market businesses. It was clear that these issues still give the firm pause, and 
that a foray into traditional banking is not something that would be entered into 
lightly. On the whole, we would not ascribe a very high probability to GS acquiring 
a bank of any particularly large size. There is still the hurdle, under new 
accounting guidelines, that assets acquired would need to be marked to market 
and this could give rise to a new-capital need . And GS has shown it can manage 
through extremely trying conditions with its business model intact, so it is not 
forced to change its spots. This said, the bottom line here would appear to be: 
don't rule out a bank acquisition by GS. These are strange times indeed. 

Distressed Mortgages: the next big thing 
Although the Mortgage arena is weak, as noted, the next major opportunity GS 
sees is there, not surprisingly. It is likely to develop a range of earnings
generating "principaling" opportunities, on trading desks and in its Private 
Investing area. For the lime being the company is not raising a fund to invest in 
distressed mortgage assets, because it does not want the funds burning a hole in 
its pocket and would prefer to proceed opportunistically. Nor does it appear to 
think that institutions holding assets have to date taken all the pain they will need 
to, meaning that it is probably too early to become heavily involved . The gulf 
between what potential distressed-mortgage buyers are willing to pay, and where 
holders have marked the assets, remains too wide. However, at some point, the 
market will begin to clear, probably as there starts to be greater visibility about 
when and at what level home prices, and consumer loan delinquency, level off. 

When could this be? Hard to see it before early 2009 at the earliest, in our view, 
and maybe later next year, given market expectations of when home prices could 
bottom. It seems increasingly clear that a government-sponsored solution like the 
RTC of the late 1980s is unlikely, and that instead the private-market solution will 
be the key. Whenever this happens, GS will be ready to bid on significant 
portfolios , and when the scale of a package exceeds GS' comfort level , it expects 
to be able to round up co-investors quickly given its network of investor 
relationships. The firm 's relative financial strength. and willingness to take 
principal positions, are well telegraphed, so ii believes il is already seeing most of 
the potential deal flow, and will continue to do so. 
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In order to be prepared for these opportunities as they arise, GS has beefed up 

its distressed mortgage capability by bringing on a senior member of the former 

Bear Stearns team, Jeff Verchleiser, and by acquiring a subprime-mortgage 

servicer (Litton) earlier this year. 

We brieOy discussed the degree to which GS has been involved in the capital

raising wave for financial institutions. GS believes that the affected institutions are 

approaching what might be termed the "capitulation" stage of capital-raising, 

where this is accompanied by actual sales of the assets which created the losses, 

necessary to convince what is by now reluctant capital to jump in . GS' presence 

in the advisory and capital-raising effort will, in our view, give GS first look into 

many of the distressed-asset opportunities ahead. 

Capital is stronger than GS thinks it needs to be, though 
accounting changes may lie ahead 
Goldman's own capital position is strong, with its newly disclosed T ier 11Risk 

Weighted Assets ratio at 10.8% as of May 31 . It was below those of MS and LEH 

(12.4% and 13.5%, respectively) but GS doesn't view this as an ''arms race" and 

in fact views its own core range as 9.5-10%, with around a percentage point of 

excess at this time because of the amount of nervousness in the market. Viniar 

does not believe there will be appreciable differences between Basel I and Basel 

II ratios for most firn,s (important because banks, such as JPM, Citi , and B of A 
are all still on Basel I for the time being). 

We asked about the impact of changes in Fin 46 (R) / FAS 140 which may require 

consolidation of securitized assets starting in 2009. In the most draconian case , 

GS believes the impact would be lo raise total assets by about $300bn. Pro

forma, this would, we estimate, drop the Tier 1 ratio from 10.8% now to about 

8 .5% (we simply assumed that the $300bn would convert to RWA in the same 

ratio as GS' current 1.1 1rillion in assets convert to RWA of $400bn, which may 

well be too simplistic). In any event, given that the firm continues to generate 

considerable capital through earnings, and 1hat it does not believe it needs more 

1han around 10% Tier 1, it's not hard to see how any need engendered by the 

accounting change could be handled organically, without the need to raise 

capital , though buybacks might be constrained for a while longer. 
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Table 1: GS Income Statement (S mn) 
3Q07 4Q07 1Q03 2Q08 3Q08E 2006 2007 2008E 2009E 

end 8/0i end 11107 end 2/03 end 5/ilB end B/08 end 11/06 end 11/07 end 11/0B end 11/0~ 
REVENUES 
Commissions 1,330 1,243 1,238 1,234 1,222 3,51B 4,579 4,940 5,211 
Net Interest 1,341 725 951 1,277 1,100 3,498 3,987 4,328 3,700 

Trading 6,034 4,544 4,171 3,280 4,342 17,692 21,377 15,453 23,099 
lnveslmenls/Privale Equity/Merchant Bank 211 1,036 -532 725 185 2,817 3,757 628 560 

Principal Transactions 6,245 5,580 3,639 4,005 4,527 20,509 25,134 17,081 23,679 
Financial Advisory 1,412 1,240 663 800 675 2,590 4,222 2,838 2,161 
Under-vriling 733 733 509 885 675 3,049 3,333 2,759 2,587 

lnvestmen1 Ban king 2,145 1,973 1,166 1,685 1,350 5,629 7,555 5,597 4,748 
Asset Management & Fees 1,19B 1,165 1,317 1,169 1,270 4,294 4,490 5,040 6,005 
Other Revenues 75 54 24 52 55 233 242 1B6 220 
Net Revenues 12,334 10,740 8,335 9,422 9,523 37,680 45,987 37,173 43,563 
Net Trading Revenues 7,375 5,269 5,122 4,557 5,442 19,840 25,364 20,781 26,799 

EXPENSES 
Comp/Ne: Revenues 48.0% 305¾ 48.0% 48.0% 48.0% 42.0% 43.9% 45.9% 45.0% 
Compensation & Benefi ts 5,920 3,272 4,001 4,522 4,571 16,457 20,190 17,049 19,603 
Communications/ Technology 169 184 1B7 192 200 544 665 789 813 
Office' Equip./ Depr./ Amor\. 363 550 406 417 435 1,371 1,599 1,708 1,776 
Professional Services (1) 539 688 580 555 550 1,814 2,122 2,235 2,347 
Advertising/ Business Development 148 177 144 126 130 492 601 575 587 
Brokerage, Clearing & Exchange Fees 795 774 790 741 750 1,848 2,758 3,056 3,224 
Cost of Power Generation 88 0 0 0 0 406 253 0 0 
lntangi bles Amortization 53 41 84 37 45 173 195 211 215 
Non-Compensation Expense 2,155 2,414 2,191 2,068 2,110 - 6,648 8,193 8,514 8,962 
Total Operating Expenses 8,075 5,686 6,192 6,590 6,681 23,105 28,383 25,623 28,565 

Income (Loss) Before Inc. Taxes & Other 4,259 5,054 2,143 2,832 2,842 . 14,575 17,604 11,550 14,998 
Income Taxes (Benefit) 1,405 1,840 632 745 853 5,023 6,005 3,3•18 5,129 
Ta"Rate 33.0% 36.4% 29.5% 26.3% 30.0% 34.5% 34.1% 29.0% 34.2% 
NET INCOME {LOSS) 2,854 3,214 1,511 2,087 1,990 S,552 11,599 B,202 9,869 
INCOME FOR COMMON 2.806 3,165 1,467 2,051 1,950 S,413 11,.1,07 8,042 9,694 
Average Shares 
Basic 429.0 422.9 432.8 427.5 427.5 451.7 433.1 426.0 435.2 
Diluted 457.4 451.7 453.5 447.4 456.0 477.4 461.3 454.2 463.4 
EARNINGS PER SHARE 
Basic S6.54 $7.48 S3.39 $4.80 $4.56 $20.84 S26.34 $18.88 $22.28 
Diluted S6.13 $7.01 53.23 $4.58 $4.28 $19.72 S24.73 $17.71 $20.92 
Sotirce: CoTpany Reports .::nd MerrU Lyncti 
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Price objective basis & risk 
Goldman Sachs (GS) 
We believe GS shares are appropriately valued at about 1 .9x given expectations 

of 18%+ ROE through '09E. This suggests a PO of $212 when applied to 2Q09E 
book value (with 5% discount to account for substantial near-term uncertainty). 
Risks lo price objective: Earnings volatility remains an undeniable part of the GSs 

business: with GS registering ROE from low teens in trough conditions to high 
30s in a peak market environment. Revenues can be very lumpy and subject to 
global market disruptions. In addition, GS derives a high proportion of revenue 
from trading and market-making activities . As with most brokers, GSs business is 
very balance-sheet intensive and employs high leverage. While one source of GS 

ROE advantage is that it is good at spotting value, pricing illiquid assets, and 
taking risk, this means GS holds sizeable balances of illiquid securities subject to 

negative valuation adjustments . Going forward , investment banks and their 
leverage ratios will likely face greater gov'! scrutiny that could hinder returns in 
peak market environments, particularly if the Fed gains permanent oversight of 

leverage. More opaque, structured products are an important component of 
profitabil ity at strong points in the cycle and will probably be out of favor for some 

time following the mortgage debacle and credit crunch, though we do not believe 
securitization will be permanently impaired. 
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I, Guy Moszkowski, CFA, hereby certify that the views expressed in this research 
report accurately reflect my personal views about the subject securities and 
issuers. I also certify that no part of my compensation was, is, or will be, directly 
or indirectly, related lo the specific recommendations or view expressed in this 
research report. 
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~0.~•'!.!{,od '" Measures Defin.~t!~~. ·--··-·····-·······----·····················-·····---···· ------··-···-··-······ ········· ···--·····-···-·····-·-····-
Business Performance 
Return On C~pilal Employed 

Return On Equity 
Operating Margin 
Earnings Growth 
Free Cash Flow 

Quality of Earnings 
Cash Realization Ratio 
Asset Replacement Ratio 
Tax Rale 
Net Debt•To-Equity Ratio 
Interest Cover 

Valuation Toolkit 
Price I Earnings Ratio 
Price / Book Value 
Dividend Yield 
Free Cash Flow Yield 
enterprise Value I Sales 

EVIEBITDA 

Numerator 
NOPAT = (EBtT + Interest Income)• (1 - Tax Rate)+ Goodwil 
Amortize lion 
Net Income 
Operating Profit 
Expected 5·Year CAGR From Latest Actual 
Cash Flow From Operations - Total :apex 

Cash Flow From Operations 
Capex 
Tax Charge 
Net Debt= Total Debt, Less Cash & Equivalents 
EBIT 

Current Share Prise 
Current Share Price 

Denominator 
Total Assets - Current Liabilities + ST Debt + Accumulated Goodwill 
Amortization 
Sharfholders' Equity 
Sales 
NIA 
NIA 

Net Income 
Depreciation 
Pre-Tax Income 
Total Equity 
!merest Expense 

Diluted Earnings Per Share (Basis As Specified) 
Shareholders' Equity/ Current Basic Shares 

Annualised Declared Cash Dividend Curren! Share Price 

Cash Flow From Operations - Total :apex Markel Cap. = Current Share Price' Current Basic Shares 
EV= Current Share Pr,ce * Current Shares+ Minority Equity+ Net Debt+ Sales 
Other LT Liabiltties 
Enterprise Value Basic EBIT + Depreciation + Amortization 
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10 

CONFIDENTIAL PORTEN-00012307 

849



Case 1:10-cv-03461-PAC   Document 201-7   Filed 04/27/18   Page 12 of 13

~ Merrill Lynch 

28 July 2008 

Goldman Sachs Group 

Important Disclosures 

GS Price Chart 

,~o!i~~!ski Po~]l~43 
PO:USS121 

US$280 

US$240 

US$200 

US$160 

US$120 

USS80 

USS40 _: 

US$0 

GS ---

15-Feb 
PO:US$154 

I.Jan.OS 

13-Sep 
PO:USS184 

1.Jan-07 

8: Buy, N: Neutral, S: Sell, U Underperiorm, PO: Price objective, NA· No longer.alid 

1-Jun:B 
PO:USS207 

Prior to J1Jne 30, :oo&, the inve~tment cp'nion syclem inc.luded Buy, Ne1.11ral an,; Se-II. As of June 30, 200~, lhe invos1manl opiricn system includes Bu;, Neutral and Unde,>erform. Dark Grey c.hading incicates that a ;;ecurity s re!!tricted \\It:, 11-ie 
o::iinion suspended. Lighl grey shadi11g irtdicales: lhal a sec;u;il~ is under re\•iew wilh Lhe OJ,inicn wilhdrawn. The curn,,1 in,cstrr.e,l opinioo key is conlainEd al lhe end of the reptx'l. Chari is OJrrcnl as of June 30, 2008 or sud1 later dale as ird ca led. 

Investment Ratingplstrlbutl()11: ~ln~11i;lc1I ~~rvlces ~roup (as of 01 Jul 2008)_ 
Coverage Universe Count Percent 
Buy 130 44.07% 
Neutral 91 30.85% 
Sell 74 25.08% 

Investment Rating Distribution: Global Group (as of 01 Jul 2008) 
Coverage Universe 
Buy 
Neutral 
Sell 

Count 
1664 

803 
1D42 

Percent 
47.42% 
22.88% 
29.7D% 

Inv. Banking Relationships• 
Buy 
Neutral 
Sell 

Inv. Banking Relationships• 
Buy 
Neutral 
Sell 

Count Percent 
48 37.80% 
37 43.02% 
21 28.77% 

Count Percent 
441 29.46% 
224 31 .46'/, 
217 22.843/, 

• Companies in respect of which MLPF&S or an affiliate has received compensalion for investment banking services within the past 12 months. For purposes of lhis distribution, a stock 
rated Underperform is included as a Sell. 

FUNDAMENTAL EQUITY OPINION KEY: Opinions include a Volatility Risk Rating, an Investment Rating and an Income Rating, VOLATILITY RISK 
RA TINGS, indicators of potential price fluctuation, are: A- Low, B - Medium and C - High. INVESTMENT RA TINGS reflect the analyst's assessment of a 
stock's: (i) absolute total return potential and (ii) attractiveness for investment relative to other stocks within its Coverage C/uster(defined below). There 
are three investment ratings: 1 - Buy stocks are expected to have a total return of at least 10¾ and are the most attractive stocks in the coverage cluster; 
2 • Neutral stocks are expected to remain flat or increase in value and are less attractive than Buy rated stocks and 3 - Underperform stocks are the least 
attractive stocks in a coverage cluster. Analysts assign investment ratings considering, among other things, the 0-12 month total return expectation for a 
stock and the firm's guidelines for ratings dispersions (shown in the table below). The current price objective for a stock should be referenced to better 
understand the total return expectation at any given time, The price objective reflects the analyst's view of the potential price appreciation (depreciation). 

Investment rating Total relurn~!.P_e..~ation (within 12-month period o~_date of initial rating)_ _~a!_it1JJY..d.i~P.e.E~.!.~11 _guidelines fo~ _~o_v~~g_e.E~ll.~.e.( ... 
- Buy .:: 10% 5 70% 

Neutral ?: 0% :S 30% 
Underperform NIA ?: 20% 

• Ratings dispersions may vary from lime to time where Merrill Lynch Research believes it better reHects the investment prospects of stocks in a Coverage Cluster. 

INCOME RATINGS, indicators of potential cash dividends, are: 7 - same/higher (dividend considered to be secure), 8 - samenower (dividend not considered 
to be secure) and 9 - pays no cash dividend. Coverage Cluster is comprised of stocks covered by a single analyst or two or more analysts sharing a common 
industry, sector, region or other classiflcation(s). A stock's coverage cluster is included in the most recent Merrill Lynch Comment referencing the stock. 

MLPF&S or one of its affiliates acts as a market maker for the securities recomirended in the report: Goldman Sachs. 
MLPF&S or an affiliate was a manager of a public offering of securities of this company within the last 12 months: Goldman Sachs. 
The company is or was, within the last 12 months, an investment banking client of MLPF&S and/or one or more of its affiliaies: Goldman Sachs. 
MLPF&S or an affilia1e has received compensation for investment banking services from this company within the past 12 months: Goldman Sachs. 
MLPF&S or an affiliate expects to receive or intends to seek compensation for investment banking services from this company within the next three months: 

Goldman Sachs. 
MLPF&S or one of its affiliates is willing to sell to, or buy from, clients the common equity of the company on a principal basis: Goldman Sachs. 
The analyst(s) responsible for covering the securities in this report receive compensation based upon, among other factors, the overall profitability of Merrill 

Lynch, including profits derived from investment banking revenues. 
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Other Important Disclosures 

Goldman Sachs Group 

UK readers: MLPF&S or an affiliate is a liquidity provider for the securities discussed in this report 
MLPF&S or one of its affiliates has a significant financial interest in the fixed income instruments of the issuer. If this report was issued on or after the 10th dav of 

a month, it reflects a significant financial interest on the last day of the previous month. Reports issued before the 10th day of a month reflect a sigrnficant financial 
interest at the end of the second month preceding the date of the report: Goldman Sachs. 

Information relating to Non-U.S. affiliates of Merrill Lynch, Pierce, Fenner & Smith Incorporated (MLPF&S): 
MLPF&S distributes research reports of the following non-US affiliates in the US (short name: legal name): Merril Lynch (France): Merrill Lynch Capital Markets 

(France) SAS; Merrill Lynch (Frankfurt): Merri ll Lynch International Bank Ltd, Frankfurt Branch; Merrill Lynch (South Africa) : Merrill Lynch South Africa (Ply) Ltd; 
Merrill Lynch (Milan): Merrill Lynch International Bank Limited; MLPF&S (UK): Mernll Lynch, Pierce, Fenner & Smith Limited; Merrill Lynch (Australia): Merrill Lynch 
Equities (Australia) Lmited; Merrill Lynch (Hong Kong): Merrill Lynch (Asia Pacific) Limited; Merrill Lynch (Singapore): Merrill Lynch (Singapore) Pte Ltd; Merrill 
Lynch (Canada): Merrill Lynch Canada Inc; Merrill Lynch (Mexico): Merrill Lynch Mexico, SA de CV, Casa de Bolsa; Merrill Lynch (Argentina): Merrill Lynch 
Argentina SA; Merrill Lynch (Japan): Merrill Lynch Japan Securities Co, Ltd; Merrill Lynch (Seoul): Merrill Lynch International In corporated (Seoul Branch); Merrill 
Lynch (Taiwan): Merrill Lynch Global (Taiwan) L1mi1ed; DSP Merrill Lynch (India): DSP Merrill Lynch Limited; PT Merrill Lynch (Indonesia): PT Merrill Lynch 
Indonesia; Merrill Lynch (KL) Sdn. Bhd.: Merrill Lynch (Malaysia); Merrill Lynch (Israel): Merrill Lynch Israel Limited; Merrill Lynch (Russia): Menill Lynch CIS Limited, 
Moscow; Merrill Lynch (Turkey): Merrill Lynch Yatirim Bankasi A.S.; Merrill Lynch (Dubai) : Merrill Lynch International Bank Ltd, Dubai Branch; MLPF&S (Zurich rep. 
offo;e): MLPF&S Incorporated ZuriGh representative office. 

This research report has been prepared and issued by MLPF&S and/or one or more of its non-U.S. affiliates. MLPF&S is the distributor of this research report in 
the U.S. and accepts full responsibility for research reports of its non-U.S. affiliates distributed in the U.S. Any U.S. person receiving this research report and wishing 
to effec, any transaction in any security discussed in the report should do so through MLPF&S and not £Uch foreign affiliates. 

This research report has been approved for publication in the United Kingdom by Merrill Lynch, Pierce, Fenner & Smith Limited, which is authorized and 
regulated by the Financial Services Authority; has been considered and distributed in Japan by Merrill Lynch Japan Securities Co, Ltd, a registered secunties dealer 
under the Securities and Exchange Law in Japan; is distributed in Hong Kong by Merrill Lynch (Asia Pacific) Limited , which is regulated by the Hong Kong SFC; is 
issued and distributed in Taiwan by Merrill Lynch Global (Taiwan) Ltd or Merri ll Lynch, Pierce, Fenner & Smith Limited (T.:: iwan Branch); is issued and distributed in 
Malaysia by Merrill Lynch (KL) Sdn. Bhd. , a licensed investment adviser regulated by the Malaysian Securities Commission; is issued and distributed in India by DSP 
Memll Lynch Limited: and is issued and distributed in Singapore by Merrill Lynch International Bank L•mited (Merchant Bank) and Merrill Lynch (Singapore) Pie Ltd 
(Company Registration No.'s F 06872E and 1986028830 respectively). Merrill Lynch International Bank Limited (Merchant Bank) and Merrill Lynch (Singapore) Pie 
Ltd. are regulated by the Monetary Authority of Singapore. Merrill Lynch Equities (Australia) Limited, U~BN 65 006 276 795), AFS License 235132, provides this 
report in Australia. No approval is required for publication or distribution of this report in Brazil. 

Merrill Lynch (Frankfurt) distributes this report in Germany. Merrill Lynch (Frankfurt) is regulated by BaFin. 
Copyright, User Agreement and other general information related to this report: 
Copyright 2008 Merrill Lynch, Pierce, Fenner & Smith Incorporated. All rights reserved. This research report is prepared for the use of Merrill Lynch clients and 

may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent cf Merrill Lynch. Merri ll Lynch 
research reports are distributed simultaneously to internal and client websites eligible to receive such research prior to any public dissemination by Merrill Lynch of 
the research report or information or opinion contained therein. Any unauthori2ed use or disclosure is prohibited . Receipt and review of this research report 
constitutes your agreement not to redislribute, retransmit, or disclose to others the contents. opinions, conclusion, or information contained in this report (including 
any investment recommendations, estimates or 1crice targets) prior to Merrill Lynch's public disclosure of such information. The information herein (other than 
disclosure information relating to Merrill Lynch and its affiliates) was obtained from various sources and we do not guarantee its accuracy. Merrill Lynch makes no 
representations or warrant,es whatsoever as lo the data and information provided in any third party referenced website and shall have no liability or responsibility 
arising out cf or in connection with any such referenced website. 

This research repor1 provides general information only. Neither the information nor any opinion expressed constitutes an offer or an invitation to make an offer, 
to buy or sell any securities or other investment or any options, futures or derivatives related to such securities or investments. It is not intended to provide personal 
investment advice and it does not take into account the specific investment objectives, financial situation and the particular needs of any specific person who may 
receive this report. Investors should seek financial advice regarding the appropriateness of investing in any securities, other investment or investment strategies 
discussed or recommended in this report and should understand that statements regarding future prospects may not be realized. Investors should note that income 
from such securities or other investments, if any, may fluctuate and that price or value of such securities and investments may rise or fall. Accordingly, investors may 
receive back less than originally invested. Past performance is not necessarily a guide to fu ture performance. Any information relating to the tax status of financial 
instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to seek tax advice based on 
their particular circumstances from an independent tax professional. 

Foreign currency rates of exchange may adversely affect the value, price or income of any security er related investment mentioned in this report. In addition, 
investors in securities such as ADRs, whose values are influerced by the currency of the underlying security, effectively assume currency risk. 

Officers of MLPF&S or one or more of its affiliates (other than research analysts) may have a financial interest in securities of the issuer(s) or in related 
investments. 

Merrill Lynch Research policies relating to conflicts of interest are described at http://www.mLcom/media/43347.pdf. 
Fundamental equity reports are produced on a regular basis as necessary to keep the investment recommendation current. 
iQmethod, iQrnethod 2.0, iQpro1iie. iQtoolkit, iQworks are se'Vice marks of Merrill Lynch & Co., Inc. iQanalytics®, iQcustom®, iQdatabase® are registered 

service marks of Merrill Lynch & Co., Inc. 
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Macquarie (USA) 
Equities Research 

MACQUARIE 

·••= , [FHQ the Global FIG Specialist 

UNITED STATES 

GS US 

Price 16 Apr 10 

12-month target 
12-month TSR 
Valuation 

Neutral 

US$160.81 

- Price To Book 

US$ 
% 

US$ 

185.00 
+15.9 

GICS sector Diversified Financials 
Market cap US$m 84,731 
30-day avg turnover US$m 1,588.3 
Number shares on issue m 526.9 

Investment fundamentals 
Year end 31 Dec 2009A 201 OE 2011 E 2012E 

Adjusted profit m 12,192 10,112 9,031 8,434 
EPS adj US$ 22.16 17.30 19.32 21.22 
PER adj X 7.3 9.3 8.3 7.6 
Total DPS US$ 1.40 1.40 1.40 1.40 
Tota l div yield % 0.9 0.9 0.9 0.9 
ROE % 21.8 14.8 13.5 14.4 
P/BV X 1.4 1.2 1.2 1.1 

GS US vs S&P 500, & rec history 

200.00 

180.00 

160.00 

- GS - S&P 500 • Price Tuget 
200.00 

120.00 

180.00 

160.00 

140.00 

120.00 

100.00~--------- -~100.oo 
0 0 
N - N u..__ _____ --,-____ __,,..,. u 

Jun-09 Aug-09 Ocl -09 Jan-10 Mar-10 

Note: Recommendation timeline • if not a continuous line, then there was no 
Macquarie coverage at lhe time or there was an embargo period. 

Source: FactSet, Macquarie Capital (USA), April 2010 

(all figures in USD unless noted) 

I EXHIBIT 

i ~or-\i(I t 9 
I 5 !1 !1 s ,C\ 

David Trone 
1 212 231 8051 
Bimal Shah 
1 212 231 8053 

19 April 2010 

david.trone@macquarie.com 

bimal.shah@macquarie.com 

Goldman Sachs Group 
Our Thoughts on the SEC's Fraud Claim 
Event 

• On Friday, the SEC accused Goldman of fraud associated with a synthetic COO . 
We believe equity investors (GS fell 13%), the media, Washington and many 
others rushed to judgement. GS appears blind-sided by the claim and has issued 
its side of the story, creating what we see as some doubt about the SEC's logic. 

Impact 

• After reviewing the allegations and Goldman's response, we are not yet willing to 
assign probabilities on the chance of a conviction . Proof of intent to deceive is 
key, and we are not convinced that the emails establish this . Also key is what the 
original long investors knew or didn't know about the selection process. 

• Normally, firms settle with the SEC to avoid the risk of losing in court, which would 
tee-up huge class-action wins. However, in this case, the losses only total $1 bn. 
Typically, reputational damage, particularly in the institutional context, is a paper 
tiger. However, in this case, the response by the media and Washington has been 
so severe, that we believe management will want their day in court to prove the 
firm's innocence. As a result, we may not see the typical settlement but a trial. 

• As for the direct financial impact, the worst-case scenario is probably $1 .10/sh or 
6% of our 2010 estimate while there were no material expectations for synthetic 
COO revenue in forward estimates. As for reputation, Goldman clients are "eyes
wide-open". 

• The bigger issue may be the role a mortgage-related fraud claim would have on 
the financial reform process. On one hand, synthetic CDOs had no role in the 
housing bubble, since they do not create incremental demand for mortgages but 
are based on existing product. On the other hand, it could be another example of 
the CDS markets serving as a tool for manipulative schemes (many believe that 
certain investors sold short shares of Bear, Lehman, Merrill, et al and drove them 
down via a combination of CDS market manipulation and oral fear-mongering) . 

• As for read-across, the SEC is apparently looking for similar allegedly concocted 
selection arrangements set up by other firms. We doubt the SEC will be willing 
(mkts confidence) and able (manpower, time) to bring many more of these cases. 

Earnings and target price revision 

• We expect limited impact to operating EPS at the moment. 

Price catalyst 

• 12-month price target: US$185.00 based on a Price to Book 
methodology.Catalyst: Quarterly Earnings. 

Action and recommendation 

• Legal/regulatory trouble often results in short-term pressure, setting up the stock 
for a sharp recovery upon resolution (see Merrill/Spitzer late-'02-mid-'03). For 
now, GS is not yet cheap enough and the overhang period is just getting started. 

Please refer to the important disclosures and analyst certification on inside back cover of this document, or on our 
website www.macquarie.com.au/research/disclosures. ----------------------------------,.,6 
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Macquarie (USA) Research Goldman Sachs Group 

19 April 2010 

Valuation & Risks 

After recovering from the November 2008 abyss, GS now trades at 1.5x TBV of $108 and 1 .4x BV of 
$117. Goldman has only been public for a decade, or just two full boom-bust cycles, thus we can not 
reliably cite these multiples as low or high. On the other hand, GS trades at about 8.4x our 2011 E, which 
is about normal for full-service firms through a longer historical trading pattern. Our price target is $185 , 
based on 9.6x our 2011 EPS estimate. Goldman relies heavily on principal-driven activities, which 
naturally create direct risks. Bid-ask spreads in fixed income are the primary factor in short-term 
earnings, as even a sharp rebound in investment banking could not offset the effects of narrowing. 
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Macquarie (USA) Research 
Important disclosures: 

Recommendation definitions 

Macquarie • Australia/New Zealand 
Outperform - return >5% in excess of benchmark return 
Neutral - return within 5% of benchmark return 
Underperform - return >5% below benchmark return 

Macquarie - Asia/Europe 
Outperform - expected return >+10% 
Neutral-expected return from-10% to +10% 
Underperform - expected return <-10% 

Macquarie First South • South Africa 
Outperform - expected return >+10% 
Neutral - expected return from -10% to +10% 
Underperform - expected return <·10% 

Macquarie• Canada 
Outperform - return >5% in excess of benchmark return 
Neutral - return within 5% of benchmark return 
Underperform - return >5% below benchmark return 

Macquarie • USA 
Outperform (Buy) - return >5% in excess of Russell 3000 
index return 
Neutral (Hold) - return within 5% of Russell 3000 index 
return 
Underperform (Sell)- return >5% below Russell 3000 
index return 

Recommendations - 12 months 

Note: Quant recommendations may differ from 
Fundamental Analyst recommendations 

Volatility index defin ition• 

This is calculated from the volatility of historical price 
movements. 

Very high-highest risk - Stock should be expected 
to move up or down 60-100% in a year- investors 
should be aware this stock is highly speculative. 

High - stock should be expected to move up or 
down at least 40-60% in a year - investors should 
be aware this stock could be speculative. 

Medium - stock should be expected to move up or 
down at least 30-40% in a year. 

Low-medium - stock should be expected to move 
up or down at least 25-30% in a year. 

Low - stock should be expected to move up or 
down at least 15-25% in a year. 
* Applicable to Australian/NZ/Canada stocks only 

Recommendation proportions - For quarter ending 31 March 2010 

AU/NZ Asia RSA USA CA EUR 

Goldman Sachs Group 

Fina ncia l definitions 

All "Adjusted" data items have had the following 
adjustments made: 
Added back: goodwill amortisation, provision for 
catastrophe reserves, IFRS derivatives & hedging, IFRS 
impairments & IFRS interest expense 
Excluded: non recurring items, asset revals , property 
revals , appraisal value uplift, preference dividends & 
minority interests 

EPS = adjusted net profit / efpowa* 
ROA= adjusted ebit / average total assets 
ROA Banks/Insurance = adjusted net profit /average 
total assets 
ROE= adjusted net profit / average shareholders funds 
Gross cashflow = adjusted net profit+ depreciation 
*equivalent fully paid ordinary weighted average number 
of shares 

All Reported numbers for Australian/NZ listed stocks are 
modelled under I FRS (International Financial Reporting 
Standards). 

Outperform 50.55% 62 .20% 42 .25% 42.39% 62.16% 
Neutral 36.63% 19.02% 47.89% 50.35% 31.89% 
Underperform 12.82% 18.78% 9.86% 7.27% 5.95% 

46. 74% (for US coverage by MC USA, 6.53% of stocks covered are investment banking clients) 
34.78% (for US coverage by MCUSA, 9.62% of stocks covered are investment banking clients) 
18.48% (for US coverage by MC USA, 0.00% of stocks covered are investment banking clients) 

Company Specific Disclosures: 

Important disclosure information regarding the subject companies covered in this report is available at www.macquarie.com/research/disclosures. 

Analyst Certification: 
The views expressed in this research accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the 
compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations or views in this research. The 
analyst principally responsible for the preparation of this research receives compensation based on overall revenues of Macquarie Group Ltd ABN 94 122 
169 279 (AFSL No. 318062) (MGL) and its related entities (the Macquarie Group) and has taken reasonable care to achieve and maintain independence 
and objectivity in making any recommendations. 
General Disclaimers: 
Macquarie Securities (Australia) Ltd; Macquarie Capital (Europe) Ltd; Macquarie Capital Markets Canada Ltd ; Macquarie Capital Markets North America Ltd; 
Macquarie Capital (USA) Inc; Macquarie Capital Securities Ltd and its Taiwan branch; Macquarie Capital Securities (Singapore) Pie Ltd ; Macquarie 
Securities (NZ) Ltd ; Macquarie First South Securities (Ply) Limited; Macquarie Capital Securities (India) Pvt Ltd; Macquarie Capital Securities (Malaysia) Sdn 
Bhd; and Macquarie Securities (Thailand) Ltd are not authorized deposit-taking institutions for the purposes of the Banking Act 1959 (Commonwealth of 
Australia) , and their obligations do not represent deposits or other liabilities of Macquarie Bank Limited ABN 46 008 583 542 (MBL) or MGL. MBL does not 
guarantee or otherwise provide assurance in respect of the obligations of any of the above mentioned entities. MGL provides a guarantee to the Monetary 
Authority of Singapore in respect of the obligations and liabilities of Macquarie Capital Securities (Singapore) Pie Ltd for up to SGD 35 mill ion . This research 
has been prepared for the general use of the wholesale clients of the Macquarie Group and must not be copied, either in whole or in part, or distributed to 
any other person. If you are not the intended recipient you must not use or disclose the information in this research in any way. If you received it in error, 
please tell us immediately by return e-mail and delete the document. We do not guarantee the integrity of any e-mails or attached files and are not 
responsible for any changes made to them by any other person. MGL has established and implemented a conflicts policy at group level (which may be 
revised and updated from time to time) (the "Conflicts Policy") pursuant to regulatory requirements (including the FSA Rules) which sets out how we must 
seek to identify and manage all material conflicts of interest. Nothing in this research shall be construed as a solicitation to buy or sell any security or product, 
or to engage in or refrain from engaging in any transaction. In preparing this research, we did not take into account your investment objectives , financial 
situation or particular needs. Before making an investment decision on the basis of this research , you need to consider, with or without the assistance of an 
adviser, whether the advice is appropriate in light of your particular investment needs, objectives and financial circumstances. There are risks involved in 
securities trading . The price of securities can and does fluctuate , and an individual security may even become valueless. International investors are 
reminded of the additional risks inherent in international investments, such as currency fluctuations and international stock market or economic conditions , 
which may adversely affect the value of the investment. This research is based on information obtained from sources believed to be reliab le but we do not 
make any representation or warranty that it is accurate , complete or up to date. We accept no obligation to correct or update the information or opinions in it. 
Opinions expressed are subject to change without notice. No member of the Macquarie Group accepts any liability whatsoever for any direct. indirect, 
consequential or other loss arising from any use of this research and/or further communication in relation to this research. Clients should contact analysts at , 
and execute transactions through , a Macquarie Group entity in their home jurisdiction unless governing law permits otherwise. 
Country-Specific Disclaimers: 
Australia : In Australia , research is issued and distributed by Macquarie Securities (Australia) Ltd (AFSL No. 238947) , a participating organisation of the 
Australian Securities Exchange. New Zealand: In New Zealand, research is issued and distributed by Macquarie Securities (NZ) Ltd , a NZX Firm. Canada: 
In Canada, research is prepared , approved and distributed by Macquarie Capital Markets Canada Ltd , a participating organisation of the Toronto Stock 
Exchange, TSX Venture Exchange & Montreal Exchange. Macquarie Capital Markets North America Ltd ., which is a registered broker-dealer and member of 
FINRA, accepts responsibility for the contents of reports issued by Macquarie Capital Markets Canada Ltd in the United States and sent to US persons. Any 
person wishing to effect transactions in the securities described in the reports issued by Macquarie Capital Markets Canada Ltd should do so with 
Macquarie Capital Markets North America Ltd. The Research Distribution Policy of Macquarie Capital Markets Canada Ltd is to allow all clients that are 
entitled to have equal access to our research. United Kingdom: In the United Kingdom , research is issued and distributed by Macquarie Capital (Europe) 
Ltd , which is authorised and regulated by the Financial Services Authority (No. 193905). Germany: In Germany, research is issued and distributed by 
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Macquarie (USA) Research Goldman Sachs Group 
Macquarie Capital (Europe) Ltd , Niederlassung Deutschland, which is authorised and regulated in the United Kingdom by the Financial Services Authority 
(No. 193905) . France: In France, research is issued and distributed by Macquarie ·capital (Europe) Ltd, which is authorised and regulated in the United 
Kingdom by the Financial Services Authority (No. 193905). Hong Kong: In Hong Kong, research is issued and distributed by Macquarie Capital Securities 
Ltd , which is licensed and regulated by the Securities and Futures Commission. Japan: In Japan, research is issued and distributed by Macquarie Capital 
Securities (Japan) Limited, a member of the Tokyo Stock Exchange, Inc., Osaka Securities Exchange Co. Ltd, and Jasdaq Securities Exchange, Inc. 
(Financial Instruments Firm, Kanta Financial Bureau (kin-sho) No. 231, a member of Japan Securities Dealers Association and Financial Futures Association 
of Japan) . India: In India, research is issued and distributed by Macquarie Capital Securities (India) Pvt Ltd , which is a SEBI registered Stock Broker having 
membership with National Stock Exchange of India Limited (INB231246738) and Bombay Stock Exchange Limited (INB011246734). Malaysia: In Malaysia, 
research is issued and distributed by Macquarie Capital Securities (Malaysia) Sdn. Bhd. (Company registration number: 463469-W) which is a Participating 
Organisation of Bursa Malaysia Berhad and a holder of Capital Markets Services License issued by the Securities Commission. Taiwan: Information on 
securities/instruments that are traded in Taiwan is distributed by Macquarie Capital Securities Ltd , Taiwan Branch, which is licensed and regu lated by 
the Financial Supervisory Commission. No portion of the report may be reproduced or quoted by the press or any other person without authorisation from 
Macquarie. Thailand: In Thailand, research is issued and distributed by Macquarie Securities (Thailand) Ltd , a licensed securities company that is 
authorized by the Mi,:iistry of Finance, regulated by the Securities and Exchange Commission of Thailand and is an exchange member no. 28 of the Stock 
Exchange of Thailand. The Thai Institute of Directors Association has disclosed the Corporate Governance Report of Thai Listed Companies made pursuant 
to the policy of the Securities and Exchange Commission of Thailand. Macquarie Securities (Thailand) Ltd does not endorse the result of the Corporate 
Governance Report of Thai Listed Companies but this Report can be accessed at:http ://www.thai-iod .com/en/publications .asp?type=4. South Africa: In 
South Africa, research is issued and distributed by Macquarie First South Securities (Ply) Limited, a member of the JSE Limited . Singapore: In Singapore, 
research is issued and distributed by Macquarie Capital Securities (Singapore) Pie Ltd (Company Registration Number: 198702912C), a Capital Markets 
Services license holder under the Securities and Futures Act to deal in securities and provide custodial services in Singapore. Pursuant to the Financial 
Advisers (Amendment) Regulations 2005, Macquarie Capital Securities (Singapore) Pie Ltd is exempt from complying with sections 25, 27 and 36 of the 
Financial Advisers Act. All Singapore-based recipients of research produced by Macquarie Capital (Europe) Limited, Macquarie Capital Markets Canada Ltd , 
Macquarie First South Securities (Pty) Limited and Macquarie Capital (USA) Inc. represent and warrant that they are institutional investors as defined in the 
Securities and Futures Act. United States: In the United States, research is issued and distributed by Macquarie Capital (USA) Inc., which is a registered 
broker-dealer and member of FINRA. Macquarie Capital (USA) Inc, accepts responsibility for the content of each research report prepared by one of its non
US affiliates when the research report is distributed in the United States by Macquarie Capital (USA) Inc. Macquarie Capital (USA) lnc.'s affiliate's analysts 
are not registered as research analysts with FINRA, may not be associated persons of Macquarie Capital (USA) Inc., and therefore may not be subject to 
FINRA rule restrictions on communications with a subject company, public appearances , and trading securities held by a research analyst account. Any 
persons receiving this report directly from Macquarie Capital (USA) Inc. and wishing to effect a transaction in any security described herein should do so with 
Macquarie Capital (USA) Inc. Important disclosure information regarding the subject companies covered in this report is available at 
www.macquarie.com/research/disclosures, or contact your registered representative at 1-888-MAC-STOCK, or write to the Supervisory Analysts , Research 
Department, Macquarie Securities, 125 W.55th Street, New York, NY 10019. 
© Macquarie Group 

Auckland Bangkok Calgary Hong Kong Jakarta Johannesburg Kuala Lumpur 
Tel: (649) 377 6433 Tel: (662) 694 7999 Tel: (1403)2186650 Tel: (852)28233588 Tel : (6221)5151818 Tel: (2711)5832000 Tel: (603)20598833 

London Manila Melbourne Montreal Mumbai Perth Seoul 
Tel: (44 20) 3037 4400 Tel: (63 2) 857 0888 Tel : (613) 9635 8139 Tel : (1 514) 925 2850 Tel : (91 22) 6653 3000 Tel: (618) 9224 0888 Tel : (82 2) 3705 8500 

Shanghai Singapore Sydney Taipei Tokyo Toronto New York 
Tel: (86 21) 6841 3355 Tel: (65) 6231 1111 Tel: (612) 8232 9555 Tel: (886 2) 2734 7500 Tel : (81 3) 3512 7900 Tel: (1 416) 848 3500 Tel: (1 212) 231 2500 

Available to clients on the world wide web at www.macquarieresearch .com and through Thomson Financial, FactSet, Reuters, Bloomberg, CapitallQ and 
TheMarkets.com . 
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John O'Connell (Global Co - Head) (612) 8232 7544 
David Rickards (Global Co - Head) ( 44 20) 3037 4399 
Mark Little (US) (1 212) 231 2577 
Stephen Harris (Canada) (1 416) 848 3655 

Consumer Discretionary 
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Chad Beynon (New York) (1 212) 231 2634 
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David Pupo (Toronto) (1 416) 848 3505 

Homebuilding & Materials 
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Waqar Syed (Denver) (1 303) 952 2753 
Joe Magner (Denver) (1 303) 952 2751 
Ryan McCormick (Denver) (1 303) 952 2 7 52 

Alternative Energi 
Kelly Dougherty (New York) (1 212) 231 2493 

Financials 

Asset Managers/Financial Technology 
Roger Smith (New York) (1 212) 231 8016 
William Broomall (New York) (1 212) 231 8039 

Banks/Trust Banks 
David Trone (Head of US Commercial 

and Investment Banks Research) (1 212) 231 8051 
Andrew Marquardt (New York) (1 212) 231 8037 
Albert Savastano (New York) (1 212) 231 8046 
Adam Klauber (Chicago) (1 312) 660 9187 
John Pancari (New York) (1 212) 231 8014 
Thomas Alonso (New York) (1 212) 231 804 7 
Jonathan Elmi (New York) (1 212) 231 8065 
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Sumit Malhotra (Toronto) (1 416) 848 3687 

Financial Strategies 
Adam Klauber (Chicago) (1 312) 660 9187 

Investment Banks & Brokers 
David Trone (New York) (1 212) 231 8051 
Steven Fu (New York) (1 212) 231 8049 
Bimal Shah (New York) (1 212) 231 8053 

Sales 
Equities 
Stevan Vrcej (Head of Global Sales) (612) 8232 5999 
Alex Rothwell (Toronto) (1 416) 848 3677 

US Sales 
Greg Coleman (New York) (1 212) 231 2567 

Financials - cont 

Life Insurance 
Mark Finkelstein (Chicago) 

Market Structure 
Edward Ditmire (New York) 

Mortgage & Consumer Finance 
Bill Carcache (New York) 
Matthew Howlett (New York) 

Mortgage REITs 
Matthew Howlett (New York) 

Property & Casualty Insurance 
William Yankus (West Hartford) 
Matthew J Carletti (Chicago) 
Dan Farrell (New York) 
Amit Kumar (New York) 
Dan Schlemmer (Chicago) 

Industrials 

Aerospace & Defense 
Rob Stallard (New Yark) 
Rama Bondada (New York) 

Capital Goods 
Steven Song (New York) 

Infrastructure Services 
Avi Dalfen (Toronto) 

Construction and Engineering 
Sameer Rathod (New York) 

Transportation & Logistics 
Scott Flower (New York) 

Materials 

Global Metals & Mining 
Curt Woodworth (New York) 
Pierre Vaillancourt (Toronto) 
Duncan McKeen (Montreal) 

Real Estate 

Property Trusts & Developers 
Robert Stevenson (New York) 
Ki Bin Kim (New York) 
Michael Levy (New York) 
Dave Wigginton (New York) 
Michael Smith (Toronto) 

US Financial Seecialist Sales 
Scott Barishaw (New York) 

US Sales Trading 
Austin Graham (New York) 
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Telecommunications 
(1 312) 6609179 Phil Cusick (New York) (1 212) 231 6376 

Glenn Jamieson (Toronto) (416) 848 3658 

(1 212) 231 8076 Software 
Brad Zelnick (New York) (1 212) 231 2618 

(1 212) 231 8034 IT Hardware 
(1 212) 231 8063 Richard Choe (New York) (1 212) 231 6370 

Media 
(1 212) 231 8063 Ben Stretch (New York) (1 212) 231 2574 

Technology 
(1 860) 380 2003 Shawn Webster (New York) (1 212) 231 2539 
(1 312) 660 9134 Glenn Jamieson (Toronto) (416) 848 3658 

(1 212) 231 8044 Business Services 
(1 212) 231 8013 Kevin McVeigh (New York) (1 212) 231 6191 
(1 312) 660 9182 

Utilities 
Angie Storozynski (New York) (1 212) 231 2569 
Matthew Akman (Toronto) (1 416) 848 3510 

(1 212) 231 2486 Stephen Harris (Toronto) (1 416) 848 3655 
(1 212) 231 2481 

Commodities & Precious Metals 

(1 212) 231 2455 Metals & Mining 
Jim Lennon (London) (44 20) 3037 4271 
Max Layton (London) (44 20) 3037 4273 

(1 416) 628 3934 Kana Haque (London) (44 20) 3037 4334 

Oil & gas 
(1 212) 231 2474 Jan Stuart (New York) (1 212) 231 2485 

Emerging Leaders (Small/Mid Cae) 
(1 212) 231 2537 Al Kabili (New York) (1 212) 231 2473 

Jon Groberg (New York) (1 212) 231 2612 
Cooley May (New York) (1 212) 231 2586 

(1 212) 231 2482 Economics and Strategi 
(1 416) 848 3647 Stephen Harris (Toronto) (1 416) 848 3655 
(1 514) 925 2856 Jan Stuart (Global Oil Economist) (1 212) 231 2485 

Find our research at 

(1 212) 231 8068 Macquarie: www .m acquari e .com. au/research 

(1 212) 231 6386 Thomson: W'WW .thomson. com/financial 

(1 212) 231 2626 Reuters: www.knowledqe.reuters.com 

(1 212) 231 6380 Bloomberg: MAC GO 
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TheMarkets.com www .themarkets.com 
Contact Gareth Warfield for access (612) 8232 3207 

Email addresses 
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Canada Sales 
(1 212) 231 8026 Tim Sorensen (Toronto) (1 416) 848 3623 

Canada Trading 
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April 19, 2010 

Equity Research 

I EXHIBIT 

I Podt(\ i ~ 
I s\\\ts ,\) 

The Goldman Sachs Group, Inc. 
GS: Reputational Risks Increased, But Valuation Still Attractive 

• We are maintaining our Outperform recommendation on GS. We are 
maintaining our Outperform recommendation on GS in the wake of the SEC's 
civil lawsuit (filed April 16) due to: 1) manageable financial impact if GS loses the 
case - we est imate the cost would be about $1.18, 6% of our expected 2011 EPS; 
2) GS' share price decline (13% on 4/16 vs S&P500 decline of 1.6%) appears 
outsized relative to the "l ikely worst case" financial cost, suggesting attractive 
return potential vs. its peers, 3) the possib ility the case may be settled at a 
materially lower cost to GS in the nearer-term (by the end of 2011) given our 
expectations of a vigorous defense of its position, and 4) our belief that GS' 
business opportunities will not suffer meaningful detriment from the lawsuit. 
We have not aqjusted our EPS estimates for 2010 or 2011. 

• GS has begun to tell its side of the story, possibility reducing the 
concerns surrounding the SEC's allegations. Following the SEC's fil ing of 
its lawsu it , GS has issued public documents detailing its bel ief that its actions 
with respect to the ABACUS 2007-AC1 synthet ic CDO were "entirely 
appropriate", and that it intends to defend itself vigorously . We believe GS' 
strong stance could be successful in reducing the fear surrounding the SEC's 
allegations - and also starts to rebuild the reputational damage from the recent 
headlines. 

• Headline risk returns with a vengeance for the large cap banks, likely 
dampening investors enthusiasm for the near-term. The SEC's highly 
publicized legal action against GS is likely to make investors concerned that 
other underwriters of structured or complex securities could also face legal and 
head I ine risk . Th is is I ikely to dampen investor enthusiasm for the large-cap 
banks in the near-term, particularly those with material cap ital markets 
contributions to net income. 

• The lawsuit could also result in more stringent financial services 
reform legislation, in our view. Wh ile the allegations aga inst GS do not 
require additional regulation (fraudulent activity is already illegal), we believe 
those seeking greater regulation of the financial services sector - and the largest 
most diversified banks in particular - could use the SE C's allegations as a catalyst 
for more stringent regulation of the banks and capital markets activities. This 
could have a negative effect on future revenue generation capabilities for these 
institut ions. 

Valuation Range: $205.00 to $215.00 
Our valuation range represents a 1.6x-1.7x price-to-tangible book multiple on our 
2010 book value estimate of $128. Risks to achieving our valuation range include 
further deterioration in legacy assets, trading losses, the advent of more stringent 
government regulation, employee defections, and the extension of a challenged 
economic environment. 

Investment Thesis: 
GS's reduced competition, minimal consumer exposure, and superior risk control 
should allow the company to drive above average profit growth in the current 
uncertain environment, thereby resulting in premium valuation over time. 

Please see page 5 for rating definitions, important disclosures and required 
analyst certifications 

Wells Fargo Securities, LLC 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 the report and investors should consider this 
report as only a single factor in making their invest ment decision. 

SECURITIES 

Outperform / V 

2009A 2010E 
EPS Curr. 
Q1 (Mar.) $3.39 $3.90 
Q2 (June) 4.93 4.21 
Q3 (Sep.) 5.25 4.30 
Q4(Dec.) 8.20 5.60 

FY $22.13 $18.00 
CY $22.13 $18.00 
FYP/E 7.3x 8.9x 
Rev.(MM) $45,173 $47,134 

Sector: U.S. Banks 

Market Weight 

Company Note 

2011E 
Prior Curr. Prior 

NC $4.32 NC 
NC 4.45 NC 
NC 4.59 NC 
NC 6.10 NC 
NC $19.45 NC 

$19.45 

8.3x 
$49,709 

Source: Company Data, Wells Fargo Securities, LLC estimates, and Reuters 
NA = Noc Available, NC = No Change, NE = No Estimate, NM = Not Meaningful 

Qs may not sum to annual figure due to share count 
changes or rounding differences. 

Ticker 

Price (04/16/2010) 

52-Week Range: 
Shares Outstanding: (MM) 
Market Cap.: (MM) 
S&P 500: 
Avg. Daily Vol. : 

Dividend/Yield: 
LT Debt: (MM) 

LT Debt/Total Cap.: 
ROE: 
3-5 Yr. Est. Growth Rate: 

CY 2010 Est. PIE-to-Growth: 
Last Reporting Date: 

GS 

$160.70 
$113-194 

542.7 
$87,211.9 

1,192.13 

8,629,880 
$1.40/0.9% 
$189,724.0 

73 .0% 

32.0% 
12.0% 

0.7x 
01/21/2010 

Before Open 
Source: Company Data, Wells Fargo Securities, LLC estimates, and Reuters 

Matthew H. Burnell, Senior Analyst 
(704) 374 -7148 / matt.burne ll @wachovia. co m 

Herman Chan, CFA, Associate Analyst 
( 2 12) 214-8037 / h erman.chan@wachovia.com 
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Company Description: 

The Goldman Sachs Group, Inc. is a leading global banking, securities and investment management firm that 
provides a wide range of services worldwide to a substantial and diversified client base that includes 
corporations, financial institutions, governments and high-net-worth individuals . 

Valuation remains attractive for the intermediate to longer-term, in our view; maintaining our 
Outperform rating on GS shares. The drop in GS' share price on April 16 leaves it at an attractive level, in 
our opinion. 

1) Our valuation range ($205-$215) is 1.6x-1.7x our estimated FYE 2010E tangible book value, a level 
well below GS' historical average allowing for a reduced multiple in the future as a result of greater 
regulation; 

2) Our current valuation range based on our price/TBV multiple allows a 28%-34% upside from its 
current level; 

3) GS currently trades at a price/normalized earnings ratio of 5.lx, a level less than half of the regional 
banks in our coverage universe. 

While head I ine risk is I ikely to keep GS share price from outperforming in the near-term, we believe the market 
will come to better appreciate the manageable financial and reputational risks GS faces as well as the benefit of 
greater clarity on financial services regulatory reform . We believe this should allow GS to outperform its peers 
in the intermediate to long term . As a result, we have maintained our Outperform rating on GS shares. 

Leading up to April 16, bank share price performance had been well ahead of the broader 
market indices. Given the rally in bank shares over the month from March 15 through April 15, our large cap 
bank coverage universe enjoyed an average share price improvement of 11% (an annualized return of 
approximately 128%) . While outperforming the S&P 500 by 540 basis points, our coverage universe trailed the 
BKX Index by 150 bps. 

Exhibit 1: Wells Fargo Securities LLC Large Cap Bank 
Recent Share Price Performance, 3/15-4/15 versus 4/16 
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SEC's civil lawsuit against Goldman Sachs proved the catalyst for a sector-wide sell off on April 
16, in our view. On April 16, however, our coverage universe fell by an average of 5.1%, underperforming 
both the BKX and the S&P 500. Leading the group lower was Goldman Sachs, who was the subject of a civil 
lawsu it announced by the SEC in the morning of April 16. The news gave investors a reason to reduce exposure 
to bank stocks - at least ahead of the weekend and the bulk of bank earnings announcements expected the 
week of April 19 - for the near-term while the fallout of the GS lawsuit and pending bank regulatory reform are 
better understood. 

Financial risk appears manageable (6% of our 2011E EPS estimate of $19.45) and unlikely to 
occur in the near-term. Obviously, the primary risk for GS in this specific lawsuit is the risk it may lose the 
case. If this occurs, we believe the worst-case scenario for GS would be approximately $1.03B: the return of the 
$15MM in structuring fees received from the transaction, the return of other revenue GS received from 
transactions related to the COO (which we est imate at $10MM, which we believe is conservat ive) plus potential 
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restitution (in the form of fines) of the $1.0 billion that the SEC estimates investors lost on their investments in 
the transaction. Assuming that such a payment is tax deductible, we estimate this could reduce GS' net income 
by $677MM, or approximately $1.18 per share using our estimated 2011 estimated weighted average share 
count of 573MM shares. Given the length of a typical court case, we estimate that the cost would be uni ikely to 
hit GS' results until at 2012 at the earliest. 

GS issued a multi-part statement mounting its initial defense against the SEC's allegations -
willing to go the distance to clear its name. GS released a document April 18 stating its position on the 
SEC's lawsuit, clarifying comments made in the aftermath of the SEC's announcement of the lawsuit. In sum, 
we believe GS' contentions suggest it is willing to take its chance in court, if necessary, to clear its name and 
attempt to revive its reputation . In its release, GS contends: 

1) the fact that GS lost money (approximately $90MM by its count) suggests it did not intend to 
structure an instrument for the purposes of losing money for investors - of which GS was one; 

2) GS noted that the two large investors (I KB and ACA Capital Management) were "provided extensive 
information" about the static pool of approximately 90 securities and that as "among the most 
sophisticated mortgage investors in the world, they understood that a synthetic COO transaction 
requires a short interest for every corresponding long position." 

3) As a market maker, GS did not disclose the name of the investor taking the short position to ACA as a 
part of normal business practice. 

4) ACA!s position as the largest investor in the security argues that they "had every incentive to select 
appropriate securities", and use their own models and analysis to choose every security in the 
collateral pool. As part of the transaction, GS said that ACA had discussions with IKB and Paulson 
and Co. about the collateral pool. According to GS, "ACA rejected numerous securities suggested by 
Paulson & Co., including more than half of its initial suggestions, and was paid a fee for its role as 
portfolio selection agent in analyzing and approving the underlying reference portfolio." According to 
the SEC's complaint, Paulson picked 123 securities for inclusion into the COO, of which ACA 
approved 55 . 

5) GS noted that this transaction has been under investigation by the SEC for eighteen months (and 
Reuters said GS had received a Wells Notice six months ago). GS believes the firm's actions "were 
entirely appropriate" and expects to "take all steps necessary to defend the firm and its reputation by 
making all the true facts known." 

It seems unlikely clients will stop doing business with GS if SEC's suit is not the precursor to 
other GS-specific legal actions. The SEC's action could lead potential clients seek counterparties and 
agents other than GS as a means of protesting GS' alleged behavior. We do not consider this a material threat 
in the long-run, however, due to the following factors : 1) GS has long-held a reputation as a shrewd 
counterparty and advisor; 2) if clients feel GS has become somewhat chastened by the recent public scrutiny, 
some clients may believe that could work to their own advantage. We believe that if GS is not implicated in 
other, similar legal actions the "reputational damage" is manageable. Additional legal actions against the 
company could further harm its reputation and ability to gain business, in our view. 

Charges have not been brought against senior GS management; if a senior executive leaves, we 
do not believe GS would be materially affected. In its complaint, the SEC has not charged any of GS 
senior management. Instead the complaint charged then-vice president Fabrice Tourre with fraudulent 
behavior in marketing the security. We believe that the lack of a senior GS official in the SEC's complaint 
suggests that it does not believe that GS' procedures and policies were improper, but the actions of selected 
emp loyees . It also suggests the likelihood of a criminal suit against GS is not high, in our opinion. 
Nevertheless, we note that the financial crisis of the past two years has resulted in several CE Os relinquishing 
their seats. Though we believe Lloyd Blankfein and his senior management team continue to receive the 
support of the company's boards, we cannot completely rule out that a senior executive could leave the firm as 
a result of the SEC's case. If that were to occur, however, we believe GS' "management bench" is of impressive 
depth and high quality so that the company would be unlikely to face material negative consequences from 
such a scenario. 

The SEC's lawsuit could embolden other regulators (and investors) to seek legal action against 
GS. We believe the nature of the SEC's lawsuit against GS in the current political environment across the globe 
could result in additional legal actions being taken against GS by other regulators. Over the weekend, 
Bloomberg News reported that both the U.K.'s Financial Service Authority (FSA) and Germany's financial 
regulator hove both been asked by their respective heads of state to review the SEC's complaint for possible 
legal action related to this transaction. GS is currently under investigation by the European Union for currency 
swaps it sold to Greece. 
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We expect lawmakers will use the allegations against GS as a means to push regulatory reform. 
At a time of widespread voter disenchantment with the banking system and the largest capital markets focused 
banks in particular, we believe politicians on both sides of the aisle are likely to attempt to use the SEC's 
al legations as a means for supporting more aggressive regulatory reform. However, if the SEC's allegations are 
proven correct, effectively they have proven GS mislead investors - such behavior has long been unlawful. 

Exhibit 1: Global CDO Issuance, Investment Grade Bond 
Collateral - FY 2000- 12010 
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Source: Thomson Reuters, SIFMA, Wells Fargo Securities, LLC 

A reinvigorated "cop on the beat": SEC's action also sends a message to the Street - and 
investors - that additional legal actions may be announced. The SEC noted it expects to investigate 
other transactions, which could result in legal actions against other banks. In his comments to reporters 
following the filing of the SEC's complaint, Robert Khuzami - the newly named director of enforcement -
suggested that the agency is looking at a broad range of transactions. We believe this comment suggested to the 
market that other capital markets participants could face future "headline" and legal risk from legal actions 
taken by the SEC. We believe this could include any of the major global investment banks as the SEC has made 
it clear from its legal action against GS that it is willing to take on any of the major firms if it believes a case has 
merit. 

The broader the SEC casts its net, the less idiosyncratic reputational risk, in our view, but 
increases the risk of greater regulatory oversight. Interestingly, the broader the SEC's investigations 
and legal actions become, the less impactful on the reputation of any given firm they may be. Though such a 
course of action would be likely to maintain public (and possibly investor) perception at extremely low levels, 
dispersion of legal headline risk could reduce the negative effects on any specific fir m. St ill , it would also likely 
result in more aggressive regulatory oversight of the business, which could impede future profit growth . 
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Required Disclosures 
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Rating Code Key 
1 Outperform/Buy SR Suspended 
2 Market Perform /Hold NR NotRated 
3 Underperform /Se ll NE No Estim ate 

Additional Information Available Upon Request 

I cert ify that: 
1) Al l views expressed in th is research report accurately reflect my persona l v iews about any and all of the subject securities or 
issuers d iscussed; and 
2) No part of my compensation was, is, or w ill be, d irect ly or indirectly, related to the specific recommendations or views expressed 
by me in t his research report. 

■ Wel ls Fargo Secur ities, LLC or its affiliates managed or comanaged a public offering of securities for The Goldman Sachs Group, 
Inc. with in t he past 12 months. 

■ Wells Fargo Securities, LLC or its affil iates intends to seek or expects to receive compensation for investment bank ing services in 
t he next three months from The Go ldman Sachs Group, Inc. 

■ Wel ls Fargo Securities, LLC or its affil iates rece ived compensation for investment banking services from The Goldman Sachs 
Group, Inc. in the past 12 months. 

■ The Goldman Sachs Group, Inc. currently is, or during the 12-month period preceding the date of distribution of the research 
report was, a cl ient of Wells Fargo Secur it ies, LLC. Wel ls Fargo Securities, LLC provided investment banking services to The 
Goldman Sachs Group, Inc. 

■ The Goldman Sachs Group, Inc. currently is, or during the 12-month period preceding the date of d istribution of the research 
report was, a client of Wells Fargo Securities, LLC. Wells Fargo Securities, LLC provided noninvestment banking secur ities
related services to The Goldman Sachs Group, Inc. 

■ Wells Fargo Securities, LLC received compensation for products or serv ices other than investment banking services from The 
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GS: Risks to achieving our valuation range include further deterioration in legacy assets, trading losses, the advent of more 
stringent government regulation, employee defections, and the extension of a challenged economic environment. 

Wells Fargo Securities, LLC does not compensate its research analysts based on specific investment banking transactions. 
Wells Fargo Securities, LLC's research analysts receive compensation that is based upon and impacted by the overall profitability 
and revenue of the firm, which includes, but is not limited to investment banking revenue. 

STOCK RATING 
1=0utperform: The stock appears attractively valued, and we believe the stock's total return will exceed that of the market over the 
next 12 months. BUY 
2=Market Perform: The stock appears appropriately valued, and we believe the stock's total return will be in line with the market 
over the next 12 months. HOLD 
3=Underperform: The stock appears overvalued, and we believe the stock's total return will be below the market over the next 12 
months. SELL 

SECTOR RATING 
O=Overweight: Industry expected to outperform the relevant broad market benchmark over the next 12 months. 
M=Market Weight: Industry expected to perform in-I ine with the relevant broad market benchmark over the next 12 months. 
U = Underweight: Industry expected to underperform the relevant broad market benchmark over the next 12 months. 

VOLATILITY RATING 
V = A stock is defined as volatile if the stock price has fluctuated by +/-20% or greater in at least 8 of the past 24 months or if the 

analyst expects significant volatility. All lPO stocks are automatically rated volatile within the first 24 months of trading. 

As of: April 19, 2010 

45% of companies covered by Wells Fargo Securities, LLC 
Equity Research are rated Outperform. 

50% of companies covered by Wells Fargo Securities, LLC 
Equity Research are rated Market Perform. 

5% of companies covered by Wells Fargo Securities, LLC 
Equity Research are rated Underperform. 

Important Disclosure for International Clients 

Wells Fargo Securities, LLC has provided investment banking 
services for 39% of its Equity Research Outperform-rated 
companies. 

Wells Fargo Securities, LLC has provided investment banking 
services for 40% of its Equity Research Market Perform-rated 
companies. 

Wells Fargo Securities, LLC has provided investment banking 
services for 42% of its Equity Research Underperform-rated 
companies. 

The securities and related financial instruments described herein may not be eligible for sale in all jurisdictions or to certain 
categories of investors. For certain non-U.S. institutional reader (including readers in the EEA), this report is distributed by 
Wells Fargo Securities International Limited ("WFSIL"). For the purposes of Section 21 of the UK Financial Services and Markets 
Act 2000 ("the Act"), the content of this report has been approved by WFSI La regulated person under the Act. WFSI L does not deal 
with retail clients as defined in the Markets in Financial Instruments Directive 2007. This research is not intended for, and should 
not be relied upon, by retail clients. 

Important Information for Australian Recipients 

Wells Fargo Securities, LLC is exempt from the requirements to hold an Australian financial services license in respect 
of the financial services it provides to wholesale clients in Australia. Wells Fargo Securit ies, LLC is a registered broker
dealer registered with the U.S. Securities and Exchange Commission, and a member of the New York Stock Exchange, 
the Financial Industry Regulatory Authority, and the Securities Investor Protection Corp. Wel ls Fargo Securities, LLC 
is regulated under U.S. laws which differ from Australian laws. Any offer or documentation provided to you by Wells 
Fargo Securities, LLC in the course of providing the financial services will be prepared in accordance with the laws of 
the United States and not Australian laws. 
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Important Information for Recipients in the Hong Kong Special Administrative Region of the People's 
Republic of China ("Hong Kong") 

For recipients resident in Hong Kong, this research is issued and distributed in Hong Kong by Wells Fargo Securities 
Limited. 
Wells Fargo Securities Limited is a Hong Kong incorporated investment firm licensed and regulated by the Securities 
and Futures Commission to carry on types 1, 4, 6 and 9 regulated activities (as defined in the Securities and Futures 
Ordinance [the "SFO"]). This research is not intended for, and should not be relied on by, any person other than 
professional investors (as defined in the SFO). The securities and related financial instruments described herein are not 
intended for sale nor will be sold to any person other than professional investors (as defined in the SFO). Any sale of 
any securities or related financial instruments described herein will be made in Hong Kong by Wells Fargo Securities 
Limited. Please consult your Wells Fargo Securities Limited sales representative or the Wells Fargo Securities Limited 
office in your area for additional information. 

Important Information for Japanese Recipients 

This material is distributed in Japan by Wells Fargo Securities (Japan) Co., Ltd., a foreign securities company 
registered with the Financial Services Agency in Japan. 

Additional Disclosures 
Wells Fargo Securities, LLC is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of 
the New York Stock Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp. 
Wells Fargo Securities International Limited is a U.K. incorporated investment firm authorized and regulated by the Financial 
Services Authority. 

This report is for your information only and is not an offer to sell, or a solicitation of an offer to buy, the. securities or instruments 
named or described in this report. Interested parties are advised to contact the entity with which they deal, or the entity that 
provided this report to them, if they desire further information. The information in this report has been obtained or derived from 
sources believed by Wells Fargo Securities, LLC, to be reliable, but Wells Fargo Securities, LLC, does not represent that 
thisinformation is accurate or complete. Any opinions or estimates contained in this report represent the judgment of 
Wells Fargo Securities, LLC, at this time, and are subject to change without notice. For the purposes of the U.K. Financial Services 
Authority's rules, this report constitutes impartial investment research. Each of Wells Fargo Securities, LLC, and 
Wells Fargo Securities International Limited is a separate legal entity and distinct from affiliated banks. Copyright © 2010 
Wells Fargo Securities, LLC. 

SECURITIES: NOT FDIC-INSURED/NOT BANK-GUARANTEED/MAY LOSE VALUE 
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Company 

2 May 2010 I 16 pages 

Goldman Sachs Group, Inc. (GS) 
Reiterate Buy - Risks Are There, But Still See Significant Upside 

■ Reiterate Buy, High Risk Rating - Despite significant headwinds from regulatory 
reform and increased legal risks, we are ma intaining our Buy (lH) rating on GS. 
Wh ile it's very challenging to pinpoint impacts of regulatory re form, we apply our 
best conservative estimates on Goldman's business model. In short. we are 
haircutting trading revenue by 20% to account for impact of OTC derivative 
re form, we see an additional $4 bil revenue hit from the Volker rule, with the on ly 
offsets: 1) estimated $8 bil of capita l f reed up (which we account for through 
share buybacks) and 2) lower comp ratio (est 4 1 %). As a result, we reduce our 
long-term ROTE est f rom 19.5% to 16%, and reduce our target price to $200. 
Trad ing ar $145 vs underlying book value of $123 , we est market is implying a 
12% ROTE, which we ·, iew as conservative, and thus creates an opportunity in the 
stock. Lit igat ion remains a significa nt overhang on stock, but we cont inue to 
believe t hat GS has among the most robust risk mgmt processes on the street and 
are assigning a low probability of adverse outcome from lawsuits beyond a 
monetary f ine in our t3rget price. 

■ Estimating Impact of Volker Rule and OTC Derivative Reform - In ou r Jan 7 note, 
"Breaking Down the Fixed Income Trading Black Box" we est imated derivatives 
account for roughly 35% of FICC trading revenue, and in a conservative scenario 
we could see up to a 15% hit to FI CC revenue, or 40-45% reduct ion in derivatives 
revenue from proposed derivat ives reforms legislation a1 that t ime. With the 
introduction of the Lincoln legislation, there is potentially more downside risk due 
to tighter exemptions and more flow going to exchanges. Our 20% estimated hit to 
trading revenue for GS reflects our view that Gold man's revenue mix is more 
skewed to derivatives than peers. For the Volker rule, we lay out by business 
where we see revenue impacts and potential capita l relief. 

■ Updating Estimates, lowering target to $200 - Based on our updated regulatory 
analysis and lQ results, we raise 2010 ests from $ 18.00 to $20.00 to account for 
lQ beat, stronger trading revenues and lower est com p ratio (41 %). 2011 remains 
unchanged at $ 19.50 and we t rim 2012 from $22.50 to $21.35. 

EPS QI Q2 Q3 Q4 FY FC Cons 

2009A 3.39A 4.93A 5.25A 8.20A 22.13A 22.13A 

2010[ 5.59A 5.20E 4.70E 4.55E 20.DDE 19.51[ 

Previous 4.45E 4.40E 4.15E 4.95E 18.00E na 

2011[ na na na na 19.50[ 20.85[ 

Previous na na na na 19.50E na 

2012[ na na na na 21.35E 22.51E 

Previous na na na na 22.S0E na 

Source, Company Reports and dataCentral, CIR. FC Cons, First Call Consensus. 

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures. 

Equity ri 
Target price change @ 

Estimate change B 

Buy/High Risk 
Price (30 Apr 10) 
To rget price 

from US$240.00 
Expected share price return 
Expected dividend yield 
Expected total return 

Market Cap 

IH 
US$145.20 
US$200.00 

37.7% 
1.0% 

38.7% 
US$76,499M 
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As a result, investors sho11ld be aware that the Firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this raport as only a 
single factor in making their investment decision. 
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Fiscal year end 31-Dec 2008 2009 2010E 2011[ 2012E 

Valuation Ratios 
PIE adjusted (x) na 6.6 7.3 7.4 68 
P /E re ported (x) na 6.6 7.2 7.4 6.8 
P/BV (x) na 1.2 1.1 1.0 0.9 
P/Adjusted BV diluted (x) na na na na na 
Dividend yield (%) na 1.0 1.0 1.4 1.4 
Per Share Data (US$) 
EPS adjusted na 22.13 20.00 19.50 21.35 
EPS reported na 22.13 2006 19.58 21.35 
BVPS na 117.48 137 54 149.36 164.47 
Tangible BVPS na 108.42 126.47 135.81 148.63 
Adjusted BVPS diluted na na na na na 
DPS na 1.40 140 2.00 2.00 

Profit & Loss (US$M) 
Net interest income na 0 0 a a 
Fees and commissions na 10,800 11,661 12,574 13,478 
Other operating Income na 34,373 35,812 31,854 30,362 
Total operating income na 45,173 47,473 44,428 43,840 
Total operating expenses na -25,306 -28,639 -27,470 -27,890 
Oper. profit bet. provisions na 19,867 18,834 16,958 15,950 
Bad debt provisions na 0 0 0 a 
Non-operating/exceptionals na -38 a 0 0 
Pre-tax profit na 19,829 18,834 16,958 15,950 
Tax na -6,444 -6,314 -5,511 -5,184 
Extraord./Min. lnl./Pref. Div. na -1,193 -640 -640 -640 
Attributable profit na 12,192 11,880 10,806 10,126 
Adjusted earnings na 12,192 11,845 10,762 10,128 
Growth Rates(%) 
EPS adjusted na na -9.6 -2.5 9.5 
Oper. profit bet. prov. na na -5.2 -10.0 -5 9 

Balance Sheet (US$M) 
Total assets na 848,942 948,741 1,047,232 996,771 
Avg interest earning assets na 0 a 0 0 
Customer loans na 0 0 0 0 
Gross NPLs na 0 0 0 0 
Liab. & shar. funds na 848,942 948,741 1,047,232 996,771 
Total customer deposits na 39,418 0 0 0 
Reserve for loan losses na a 0 0 0 
Shareholders' equity na 70,714 81,299 72,899 65,189 

Profitability/Solvency Ratios(%) 
ROE adjusted na 21.7 16.8 15.3 15.6 

For lurlher dala queries on Cili's lull coverage universe Net interest margin na na na na na 
please contact CIR Data Services Americas at Cost/income ratio na 56.0 60.3 61.8 63.6 ClRDataServicesAmericas@citi.com or +1-212-816-
5336 Cash cost/average assets na 2.9 6.7 459.1 466.2 

NPLs/customer loans na na na na na 
Reserve for loan losses/NPLs na na na na na 

(~Powe·edby: 

Bad debt prov./avg. cust. loans na na na na na 
Loans/deposit ratio na 0.0 na na na 

dataCentral Tier 1 capital ratio na 15.0 15.8 15.6 17.7 
Total capital ratio na na na na na 
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We est imate impact to Goldman from implementation of the Volcker rule cou ld 
eliminate between ~$3.5-4.0 bil of annua l revenue, however we would 
antic ipate d ivestiture or sale of private equity and other businesses would free
up between $8- 10 bill ion of capital, that could be redeployed to other 
opportun it ies, or returned to shareholder via buybacks. On a comprehensive 
basis, assuming theoret ically GS could return the existing $8-10 bil estimated 
capital back to shareholders via stock buybacks, the net impact to our ea rnings 
esti mate eq uates to $ 1.00/share. (Note this estimate strictly includes im pact 
from private equity, "pu re prop" t rading and hedge fund activities, an,j 
excludes proprietary t rad ing related to market making activities, which we 
interpret to be outside of the scope of the Volcker rules } 

Background - Sponsored by former Fed Chairman Pau l Volcker, the so-called 
"Volcker Rule," wh ich President Obama described as an integral component to 
f inancial reform in his April 22 speech in NY - seeks to prohibit banks from 
engaging in proprietary t rading, or owning or sponsoring hedge funds and 
private equity funds . While the specifics of what counts as proprietary are 
highly debatable, below we step through a rough exercise using Goldman 
Sachs, li kely the firm most affected by these rule. We t ry to estimate: 

1) How much revenue is at risk to be lost from elimination of prop 
trading, HF ownership, and private equity investing? 

2) Which particular assets are likely to be affected? 

3) How much regulatory capital currently allocated to these assets could 
be freed up for redeployment elsewhere or returned to shareholders? 

1) Revenues Impacted - GS management has offered a rough est imate that 
10% plus-or-minus of the f irm's reven ue comes from proprietary investments 
including Goldman's wa lled-off proprietary f ixed income and equity divisions 
(SSG and GSPS) as well as their private equity Princi pal Investments group. We 
note that management's 10% figure represents a rough average overtime, and 
is skewed upwards from significant ly higher contributions during 2006 and 
2007 vs much lower results in recent years. 

■ Principal Investing: est ~$2 bi/ of annual revenue at risk: We estimate 
Goldman is likely to forgo -$2 bi l of annual revenue annua lly from its 
principal investment portfolio (assumed - 15% annual return on $14 bil 
portfolio), which consists primarily of co- investments in funds managed by 
Goldman's Princ ipal Investment Area (PIA) and Real Estate Principal 
Invest ment Area (REPIA) wh ich operate the GS Capita l Partners Funds and 
the Whitehall Funds, among others. 

- Unclear if ICBC impacted- Note GS also holds a $3 bil restr icted public 
common stock posit ion in Industrial Commercial Bank of Ch ina (ICBC} 
which we estimate embeds an unamort ized liquidity d iscount of $900 mil 
as of 3/31/10. Aside from release of this esti mated embedded licuidity 
d iscount, we do not model any future revenues f rom ICBC. 
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■ Prop Investments in FICC and Equity trading, est ~$1.0-1.5 bi/ of annual 
revenue at risk -With in Goldman's trad ing businesses we believe t1ere are 
two segments that most likely impacted by the Volcker rule: t he Spacial 
Situations Group within FICC, and GS Proprietary Strategies in Equities. 
While we do not believe there is necessarily a "normal" rate of annual 
reven ue for these groups - as in 2006-2007 SSG posted significant gains 
from sales of several large concentrated positions whi le GSPS li kely lost 
money in 2008, we estimate Goldman will forgo about $ 1.0-1.5 bil in 
average annua l revenues f rom an exit of their SSG and GSPS activities. Our 
admitted ly rough revenue estimate is based on the 10% sensitivity 
disclosure for risk positions shown in the 10-K, which shows that for a 10% 
cha nge in va lue there would be a $431 mill ion increase in revenues for debt 
positions and a $616 mil increase in equity positions -- for a cumu lative 
impact of rough ly $1 billion. Assuming an estimated return of 10-15% on 
underly ing assets, we estimate revenue impact of $ 1-1.5 bi llion. 

- Note not all activities of SSG seem likely to be prohibited under Volcker -
We view our $1 .0-1.5 bil estimate as relatively conservative, given we 
believe a number of SSG activit ies invest ments relate to d istressed loans 
backed by residential and commerc ial rea l estate assets, wh ich may be 
deemed allowable ( if deemed lending activities rather t han proprietary 
investments). 

- We exclude market making prop-positions - Our estimate exc ludes 
proprietary/principal posit ions ta ken in market-making activities. wh ich 
we interpret as outside the scope of the Volcker rule, although the 
impacts of the f inal rules are unclear. 

■ Hedge Fund sponsorship/management- est $300-400 mil of revenue at risk. 
In add it ion we estimate Goldman may be limited in some of its alte·native 
□3sct monngcment businesses - w ith instances where Goldman manages 
hedge funds and co-invests w ith cl ients appea r most at risk. Whi le the firm 
has $142 bil of alternative management strategies, we believe mos: of these 
strategies wou ld not qual ify as hedge fund or private equ ity funds under the 
Volcker rule. For example, several of Goldman's larger fu nds (e.g. ·lhe $20-
30 bil in the Mezzanine Partners family) are likely to be viewed as pooled 
lending veh ic les rathe r than private equity funds. The un it most lik;;Jy to see 
impact in our view is GS Investment Pa rtners , Goldman's long-short hedge 
fund that was spun out of its Principal Strategies group in late 2006, and 
which we estimate has between $5-10 bil of AUM. 

- Our $300-400 mil annual reven ue est imate assumes 25% of Goldman's 
$142 bil alternative asset management assets would be impacted, or 
-$35 bil of AUM , of which we assume GS wil l forego annua l management 
fees of 1.0%, or -$350 mil . 

2) We Identify $30 bil of Assets on the Balance Sheet Impacted by Volcker -

Below we itemize the most obvious assets on Goldman's balance sheet we 
estimate will most likely be impacted by the Volcker rule - d irect principa l 
investments d iscussed above, including Goldman's stake in ICBC, our 
estimate of the eq uity and debt assets held by Goldman's SSG and GSPS 
subsid iaries, based on Goldman's 10% sensitivity d isc losu re for risk posit ions 
not included in VAR . We also count other consolidated investments ir private 
equity and hedge funds from Goldman's "d ifficult to fund" d isclosure. 
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Figure 1. Impacted Assets from Potential "Volcker Rule" Implementation 

1) Principal Investments 
Private 
Public 
Other Consolid Pvt Equity 
ICBC owned by GS 

2) Proprietary Postions 
Equity 

SSG Est 
GSPS Est 

Oebl (SSG Est) 

3) Hedge funds/ Alternative Asset Mgmt 
Est Total 8/S Assets Impacted 

19,684 
11,195 
2,811 
2,900 
2,778 

10,500 
6,200 
3,720 
2,480 
4,300 

0 
30,184 

Source, CIRA and company reports as of IQI O; Other consolidated private equity and pro 

3) Capital relief from exiting these businesses - we estimate $8-10 bil of relief. 
- Based on assets identified above, we est imate that roughly $8-10 bil of 
capital is currently set aside for private equity/proprietary instruments shown 
above that potentially could be freed up if GS had to exit these businesses. 

Assuming a conservative $180 stock price for stock repurchases, would eq uate 
to 45-55 mill ion sha re capacity to return ca pital t o shareholders, or 8-10% of 
the current 539 mil shares outstand ing. Note, our $8-10 bil capita l estimate is 
based on the assumption that Goldman c urrent ly holds between capital at a 
rate of 24% for public investments and 32% for private. 

4) Mitigation strategies exist, but can not be employed until final rules are 
known - We also note t hat GS may be able t o undertake certain mit igat ing 
strateg ies to ad just its business practices so as to eliminate issues ca used by 
the Volcker ru le, such as instituting independent boards on some of the 
alternative asset management products it manages, selling its own co
investment interests in some of its funds, or other activities, which might help 

reduce the ultimate impact of the Volcker ru le. 
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Updating our estimates on negative impacts from derivative reform. 11 our 

January 7, 2010 note, "Breaking Down the Fixed Income Trading Black Box" 
we estimated that derivat ives account for roughly 35% of f ixed income trad ing, 
and that in a conservat ive scenario the industry could see up t o a 15% h it to 

fixed income trad ing revenues, or 40-45% red uct ion in derivatives re·,enue 
based on our interpretations of rules under the House and Senate bi l ls at that 
time. 

■ We estimate Goldman will see a 20% negative hit to trading revenues from 
derivatives reforms ... Ou r 20% negative impact to t rading revenue 3stimate 

for GS reflects our view that Goldman's revenue m ix is more heavily weighted 
t o derivat ives than peers. Based on our und erstanding of equ ities revenues, 
we have assumed a sim ilar 35/65% derivatives/cash revenue split in the 

eq uities business as we have in FICC and therefore use the simplifying 
assumption of a sim ilar impact t o revenues for Goldma n. 

■ ... Note our 20% estimate does not include the more onerous interpretation of 
the Lincoln bill. Note that the most conservative interpretation of the Lincoln 
bill (discussed below) implies US banks eligible to receive federal assistance 
would have to exit the "swaps business" entirely, which is not in our 

estimates. 

Figure 2. Our Estimate of Industry Trading Revenue at Risk from Derivatives Regulation Reform 

200-300 bps 
500-800 bps 
300-500 bps 

10-15% 

Source: CIRA estimates 

Clearing Impact 
Exchange Im pact 
Punitive Capital Rules 
Total Potential Negative Impact 

Given recent momentum towards new derivatives rules within the bro:ide r 

f inancial reform legislation and the recent introd uct ion of provisions introduced 
by Senator Lincoln and the Senate Agriculture Committee legislation, we now 
see potentially greater downside risk due to ou r expectation that there might be 
fewer types of t ransactions eligible for exempt ions f rom cent ra l cleari1g, and a 
greater proport ion of trad ing f low pushed to third pa rty exc hanges. 

The key assumptions in our 10-15% industry revenue hit estimate include: 
1) On average 75% of trades are elig ible to be centrall y c leared (i .e. not with 
end-users). 2) Of these trades, ~80% of eligible trades are centrally cleared. 3) 
Dea lers will see a 10% loss in volume in cleared business, and an incremental 
5% impact to margins. 4) 70% of c leared volumes will also be forced to third 

pa rty exc hanges. 5) Ex.cha nge econom ics will force a n incremental 70% hit to 
bid/ask margins. All combined we esti mate th is would prod uce a 7- L % 
negative impact on overall trading revenues. Lastly, for derivat ives not central ly 
clea red, we estimate that higher funding cost s, or the exit f rom certain t ypes of 
derivatives business du e to highly pun it ive capita l rules, would cost another 3-
5% of revenues. (For more detai ls on our ca lc ulations and implications, please 
see our January report.) 
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Background on Recent Lincoln Bill on Derivatives 

Next we summarize some background information on the recent Lincoln bill 
which updates prior proposed rules on derivatives reform. 

Senator Dod d's revised bil l on f inanc ia l regulatory reform, as su bmitted to the 
Senate Banking Committee in March, sought centralized clearing for most 
derivatives and exchange trad ing tor standardized derivatives. The bi I did not 
rest rict the ability of banks to engage in derivatives trading, and the 
Administration had not req uested any such restriction, to our knowledge. 

However, Senator Blanche Lincoln , cha ir of the Senate Agricu lture Co11m ittee, 
made a far-reaching proposal that su bseq uently was included in the latest 
version of Senator Dodd's bill. Sen. Lincoln's Committee approved a bill that 
would prohibit Federal "ba ilouts of swap entit ies. " The pert inent provision, 
sect ion 106, states that no "swaps entity" (which is broad ly def ined) could 
receive any Federa l assistance, includ ing: 

■ Access lo the Federa l Reserve's d iscount window 

■ Advances f rom any Fed credit fac il ity provided under its 13 (3) lender of last 
resort authority 

■ Any FDIC insurance or guarantees 

Since FDIC insured deposits are the largest funding sou rce for most ba nks and 
access to the Fed's emergency lend ing faci lities could be important in a c risis, 
the practica l impact of section 106 would be to force financia l firms to move 
their derivative t rading activities out of their bank subsid iaries. 

The "Lincoln Amendment" moved swiftly through the legislative process. Sen. 
Lincoln proposed the general principles to t he Agricu lture Committee on Apri l 
16. The Committee received the text of the proposed bill on April 18 and 
approved it on April 21. The Agr iculture Committee did not hold hearings on 
the proposa l or conduct studies on the possible ramificat ions. 

Sen. Dodd subseq uently incorporated section 106 into t he latest versi:rn of h is 
bill , the "Restoring American Financial Stability Act of 2010" , renumbering it 
as section 716. The scope of the prohibition on banks' trading derivat ives is 
somewhat ambiguous, beca use of a related provision, section 1155, whict1 
concerns " Emergency Financial Stabilization" . That section provides that the 
FDIC is to guara ntee "obligations" of solvent banks and bank hold ing 
companies during times of economic stress. Under a broader interpretation, 
the two sect ions, in combination, might compel bank holding compa nies to 
spin off their derivative t rad ing activities into a tota lly unrelated com pany, 
outside the banking group. (We consider the broader interpretation somewhat 
ext reme but several other commentators have also noted the ambiguity 
regarding the scope of the bill). 

The prospects for the passage of the Lincoln Amendment, or narrowing its 
scope, are not clear at the present. However, some Ad ministration offdals have 
voiced opposition to the proposal to move derivative trading out of banks. FDIC 
Cha ir Shei la Bair has sent a letter to Senators Dodd and Lincoln stating that if 
all derivative activities were moved out of banks, " most of the activity would no 
doubt continue but in less regu lated and more highly leveraged venues .... . I 
urge you to carefu lly consider the underlying premise of this provision- that 
the best way to protect th e deposit insurance fund is to push higher risk 
activities into t he so-called shadow sector." (Reuters, Swaps Desk Spin-off Not 
the Right Policy- FDIC, May 1, 2010). 

In addition, John Dugan, Compt roller of the Currency, has said that limiting 
banks' participat ion in the swaps market was not the best policy and cou ld 
cause capita l to leave t he lending part of banks. according 'lo Reuters. 

871



Case 1:10-cv-03461-PAC   Document 201-13   Filed 04/27/18   Page 9 of 17

Goldman Sachs Group, Inc. (GS) 
2 May 2010 Section 111: Legal Issues 

Since news of the SEC's civil suit broke on Apri l 16, Goldman Sachs stock has 
fallen 21 % with the most recent leg down driven by press reports on of an 
ongoing concurrent criminal investigation by the US Attorney in Manhattan. 

Our Buy, High Risk (lH) recommendation of GS shares embeds a very low 
probability of negative outcome from the criminal investigation - (;ivP.n our ViP.W 
that Goldman Sachs has among the most robust risk management processes in 
the industry, our understanding of the relatively high burden of proof req uired 
in criminal cases, and based on the information available at th is pain:, our buy 
recommendation of Goldman Sachs stock and $200 target price, em beds a 
very low probability of negative outcome f rom the c ri mina l investigation. 

Below we summarize: 1) important facts regarding the SEC c ivil suit, 2) 
differences between civil and c riminal charges, 3) the recent news of a 
criminal investigation , 4) risks that might arise from an adverse outcome in 
criminal case, and 5) summarize Goldman 's response to t he SEC's civil 
charges. 

1) SEC Civil Suit Against Goldman - The SEC alleges that Goldman structured 
a synthetic collateralized debt obligation (CDO) structure that was based on 
su bprime mortgage securities that Goldman marketed as being selected by an 
independent manager (ACA Management LLC). 

■ It appears the civil case against Goldman is focused on a single transaction 
and is based on disclosure issues and questions of misrepresentation - The 
complaint al leges that Goldman failed to d isclose to investors that a major 
hedge fund (Pau lson & Co. Inc. ) played a role in the portfol io select ion 
process and had taken a short posit ion against t he bonds referenced in the 
COO. Essentially saying, investors in the CDO sold protection on the 
referenced bonds (took the cred it risk) through c redit default swaps, while 
Goldman's cl ient bought protection (shorted c redit risk). Also, the SEC 
alleges that Goldman misled ACA into bel ieving t hat Paulson was investing in 
the CDO equ ity and therefore shared a long interest w ith the CDO i1vestors. 
The SEC alleges that Paulson paid Goldman $15 million to structure the 
COO. Accord ing to the complaint, investors in the CDO lost about $1 billion 
whi le Paulson made a profit of about $1 bill ion . GS agrees t hat it was paid 
$ 15 mil in t he dea l, but said it lost over $100 mil on its own investment. 

■ We believe some form of monetary settlement with the SEC is the most likely 

outcome of the civil suit - While it is diff icult to assess the likely size of any 
settlement with the SEC, given the strong incentives for Goldman to put an 
end to the negative publicity f rom this issue, we believe settlement and 
payment of a monetary penalty is the most likely outcome of the c ivi l suit. 

■ Additional lawsuits from other investors remains a risk - In add itior to risks 
from the ongoing civil suit and criminal investigat ions, recent heightened 
scrutiny of Goldman may increase the risk of new suits from other investors/ 
clients that may have lost money during the financial c risis. 

■ Reputational risk could damage Goldman's franchise - Whi le we do not 
believe at this point Goldman's institutional c lient base has altered their 
business practices at this point, Goldman's reputat ion is one of the firm's 
g reatest assets. To the extent cl ients lose fa it h and either reduce o
eliminate their interactions wit~, Goldman, ii could have significani 
detrimental effect across all of the f irm's businesses . 
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2) Distinguishing between Civil and Criminal Cases: In a c ivil case, the SEC 
enforcement attorneys must show that the prepondera nce of evidence 
demonst rates that a f irm misled investors. The SEC does not have the authority 
to send ind ividuals found gui lty to jail, however it may levy f ines and/or revoke 
securities licenses. In c riminal cases, prosecuted by the Department of 
.l1Jstir.P.. rirosP.r.IJtors m11st ri rovP. hP.yonr1 fl rP.;ison;i hlP. r1rn1ht th,it ;i f irm or its 
employees intentional ly committed f raud . Accord ing to the WSJ , "pro\·ing such 
intent to break the law typically is the toughest hurd le for prosecutors to c lear." 

3) Press Reports Indicate a Criminal Investigation of Goldman is underway -

Accord ing to recent reports in the Wa ll Street Journal and Bloomberg, the US 
Attorney's Office in Manhattan is cond ucting a crimina l investigation into 
Goldman's mortgage- related activities. 

■ Criminal investigation is at an early stage apparently, and it seems too early 
to draw any conclusions - Accord ing to the Bloomberg, referrals between 
SEC and Just ice are "common" in high-profile cases, and given the intense 
scrut iny of Goldman, as reflected in the recent Congressional hea ri1gs, it is 
not entirely surpris ing that a further investigation is being conducted . Of 
note, the WSJ article sa id that many c riminal invest igat ions are launched 
without the government f iling charges. Based on such press re ports, it 
seems premature to draw any conclusions about whether the investigat ion 
will or will not result in cha rges being f iled against the firm. In our opinion, 
GS has a track record of devoting substantial resources and attention to risk 
management and compliance matters. 

4) Risks of potential implications from criminal charges or conviction are high -

Given potential implications, the risk in the event of an adverse legal outcome 
to Goldman Sachs' securities business is high . While we are assigning a low 
probability of a negative outcome - given little information regard ing t1e details 
of the investigation, no access to any evidence involved in the c riminal 
invest igat ion, and our lack of lega l expertise - there is sign ificant risk that 
investors must be aware of. 

■ Potential implications to a securities dealer of criminal charges - There are 
several potential implicat ions of the fi ling of criminal cha rges against a 
securit ies dealer. Trad ing counterparties could pull back f rom the fi rm . 
Investment banking c lients could also turn away f rom a f irm, for fear of dea ls 
being tainted by reputation of the charged firm. From a liqu id ity 
perspective, t he ability to issue commercial paper or f und via repurchase 
transactions cou ld be d isrupted by investor/counterparty concerns. Criminal 
charges could also prompt downgrades f rom bond ra t ings agencies, which 
could negatively impact funding capacity or costs . 

■ Potential implications of criminal conviction for a securities firm are severe -
If a securit ies firm were convicted of c rimina l fraud, then it could lose its 
license as a primary treasury dea ler; broker dealer licenses to sell securities 
could also be revoked. 

■ There may be new evidence uncovered - One detail we f ind concerr ing is 
that the WSJ reported the c rimina l investigation is "centered on d ifferent 
evidence than the SEC's civil case." Despite this point, the WSJ did not 
provide any details on this matter. 
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The following portion of this note is excerpted from Citi Research & Analysis 
corporate bond analyst Ryan O'Connell's April 20, 2010 note "GS, Strong lQID 
Earnings Overshadowed by SEC lawsuit ". 

5) Goldman directly addressed the SEC's civil suit in its l Q earnings 
conference call. Greg Palm, co-General Counsel, summarized Goldman's 
react ion to t he SEC's al legat ions. The litigat ion is at a very preliminary stage, 
and it would be prematu re to d raw any conc lusions as to the ultimate 
outcome of the act ion or the t iming of any resolut ion. However, we think t hat 
Gold man has raised some important quest ions about the SEC's allegat io ns 
and the underlying rat iona le for its lawsuit: 

- According to GS, there were only two institutional investors in the Abacus 
2007-1 synthetic CDO structure and both had substantial experience in 
investi ng in subprime mortgages. Furthermore, GS stressed that in 
synthet ic COO st ructures t here must be both long and short investors. 
Since these were sophisticated investors in synthetic COO deals, GS 
maintains, there was no need to disclose that a large hedge fund was 
taking the short side. GS pointed to the fact that it lost over $100 million 
on t he deal , beca use it held a slice of the super senior tranche, as 
evidence that it did not have an incentive to structure a transact ion that 
was designed to lose money. {Goldman was very c irc umspect on the call, 
but our impression was that Goldman would have preferred to sell t hat 
hold ing to other investors but was not a ble to do so.) 

- GS said that ACA was paid to select the reference bonds for the COO 
structure and used its own proprietary models to do so. ACA rejected 
numerous suggest ions from Paulson, so that "way more than one ha lf of 
the portfolio were ACA's suggest ions", Palm said . According to GS, ACA 
knew that Pau lson was deeply involved in suggesting reference bonds for 
the COO and ACA was doing its own d ue d il igence. 

- (The com plaint states that ACA had several meet ings with Paulson & Co., 
as well as correspondence about which reference bonds would be used in 
the COO st ructure, and that ACA rejected 55 out of Paulson's 123 
suggestions.) The SEC has a lleged t hat a Gold man vice p resident, Fabrice 
Tourre, misled ACA into th in king that Pau lson would take an eq uity 
interest (a long posit ion) in t he COO structure. Goldman said on the 
conference ca ll that it had not made any representation to that effect. For 
investors w ho wish to delve into t his issue in more deta il , please see 
paragraphs 44-51 of the SEC's complaint, which ca n be found a: 
www.sec .gov/news/ press/2010/20 l 0 -59 . htm. · 

- Goldman d id not d iscuss the other investor, a German ba nk ca lled IKB, i n 
much detail during the conference call . IKB invested about $150 million 
in the deal, com pared to $950 million for ACA, according to GS. 

- The SEC alleges that in late 2006 IKB told GS that it was no longer 
comfortable investing in mortgage COOs un less an independent portfo lio 
manager selected t he re ference bonds for a COO structure. If that 
al legation is accurate, then IKB might have re lied on the representation 
that ACA (a lone) picked the bonds. 

- We do not know at th is time whether or not the SEC might bring 
complaints rega rding other GS COO deals. However, we note that the SEC 
invest igated GS' mortgage business for 18 months, accord ing to GS , and it 
limited the compla int to one transaction. 
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Goldman Sachs Group, Inc. 

Company description 

Goldman S.:ich(; Group, Inc. (GS) is u globa l investment banking, t rad ing, and 
asset management compa ny, with lead ing market sha res across its businesses. 
Founded in 1869, it is one of the world 's oldest and largest investment ba nking 
firms . Headquartered in New York, the firm ma intains offices in London, 
Frankfurt, Tokyo, Hong Kong, and other major financ ial centers around the 
globe. Over the past f ive yea rs ending 2009, Equities and M&A averaged 45% 
of net revenue, Fixed Income Trad ing, Debt Underwrit ing, and Commodity
related revenue comprised 40%, Asset Management and Pri me Brokerage 
accounted for 12%, and Princ ipa l Investments accounted for 3%. 

Investment strategy 

We rate the shares of Goldman Sachs Group Buy/H ighRisk (lH). We ,·iew 
Goldman Sachs as a well managed franchise and believe its st rong capital base 
and leading global position in invest ment banking, capital markets, trad ing, 
private equ ity and asset management offer equity investors a unique 
opportunity to ga in exposure to long-term global economic expansion. In recent 
months management has bolstered liquid ity, actively de-leveraged the balance 
sheet and made solid progress reduc ing high risk legacy assets. 

Despite the challenges facing the industry, we view Goldman's business model 
as sound and see the f irm winning considerable market sha re as we exit the 
current down cycle. At current prices, we believe potential rewards from 
unique opportunities from d istressed investments are li kely to outweigh 
downside risks. We estimate Goldman ca n produce a double-digit growth rate 
in book va lue, and expect shares should see some multi ple expansion. Long 
term, we see Goldman Sachs as among the best positioned to capitalize on 
globa l growth given its leadersh ip position, and shares shou ld command a 
prem ium valuation relative to peers. 

Valuation 

Our $200 target price is derived from our d iscounted residua l income model, 
which values an enterprise based on its d iscounted excess returns over its cost 
of equity. The key inputs to the model are a CAPM-derived cost of equity of 
11.5%. We also incorporate an estimated long-term ROTE of about 16% (vs 
management 's 20% over-the-cycle ta rget and historical med ian of 26% since 
1999). Our model assumes a 20% d ividend payout ratio and a 3% lorog-term 
growth rate. Our $200 ta rget price for GS implies the stock should trade at l.Sx 
our 2010 TBV estimate of $137, or l .8x current TBV of $111 (which is a the 
lower-end of Goldman's historical range over the past f ive yea rs of 0 .6-3.Sx 
with an average of 2.8x). 
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Risks 

We rate Goldman Sachs High Risk. 

Company-specific negative risks: 

■ Severe slowdown in investment banking and capital markets - A prolonged 
and deep economic recession could signif icantly impa ir Goldman's cyclical 
investment banking revenue streams, causing earnings to underperform our 
estimates. Also, an environment w ith benign risk and relatively low levels of 
activity would also be a negative. 

■ Significant investment and principal losses - Our estimates for Goldman 
inc lude significant private equ ity gains and assume equ ity market 
appreciat ion of 10-15%. If the equ ity market is sign if icantly weaker than 
expected, t here may be near term risk to our estimates. A severe decli ne in 
the equity, f ixed income, real estate or commodities markets, and/or 
ineffective hedging strategies given Goldman's signif icant f inanc ial 
inventories and principa l investments could produce larger-than -expected 
losses. 

■ Regulatory risk- Goldman operates severa l businesses includ ing f inanc ia l 
and physica I commodity trad ing, private equity or derivat ives that could face 
greater regulation, or in a severe case, require Goldman to divest s:ime 
business un its. 

■ Litigation r isk - The SEC recently f iled a c ivil suit against Goldman Sachs 
alleging fra ud. This su it and/or other potential suits create reputational risk 
and the possibi lity of significant monetary penalties. 

■ An expensive I poorly executed acquisition - Although Goldman Sachs has a 
long history of organic growth, the cu rrent environment presents numerous 
acq uisit ion opportun it ies, wh ich could entail price and execution risk. 

If the impact on the company from any of these factors proves to be 
greater/less than we ant ic ipate, it may prevent the stock f rom achieving our 
ta rget price or could cause our target price to be materially outperformed. 
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the advice, having regard to their objectives, financia l situation and needs. Prior to acquiring any financial product, it is the client's responsibility to obtain the relevant 
offer document for the producl and consider it before making a decision as to whether to purchase the product. 

© 2010 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division and service mark of Citigroup Global Markets Inc. and its affiliates and is used and 
registered throughout the world. Citi and Citi with Arc Design are trademarks and service marks of Citigroup Inc and its affiliates and are used and registered throughout 
the world. All rights reserved. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law and will result in prosecution. Where includ&d in this 
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this information 
and any other MSCI intellectu,I property may not be reproduced, redisseminated or used to create any financial products, including any indices. This information is 
provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any th ird party involved in, or related to, 
computing or compiling the in:ormation hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose 
with respect to any of this infcrmation. Without limiting any of the foregoing, in no event shall MSCI, any of its affi liates or any th ird party involved in, or related to, 
computing or compiling the in'ormation have any liability for any damages of any kind. MSCI, Morgan Stanley Capital International and the MSCI indexes are services 
marks of MSCI and its affiliates. The information contained in the Product is intended solely for the recipient and may not be further distributed by the recipient. The Firm 
accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or conta in hyperlinks to, websites. Except to the extent to which 
the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers lo website material of 
the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information conta ined therein. Such address or 
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the linked site does 
not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall be at your own risk and the 
Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 
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Goldman Sachs: Management Speaks Frankly About the 
Future of the Firm 

5/3/2010 TTM EPS PIE 
Closing Target Rel. 

Ticker Rating CUR Price Price Perf_ 2009A 2010E 2011E 2009A 2010E 2011E 

GS 0 USO 149.50 210.00 -19.4% 22.13 18.08 18.01 6.8 8.3 8.3 
SPX 1202.26 61.70 83.20 98.56 19.5 14.5 12.2 

0-Outperform, M -Market-Perform, U - Underperform, N - Not Rated 

Highlights 

Yoetd 

1.0% 

1.8% 

On Friday afternoon, Bernstein met with representatives of Goldman Sachs Senior Management: Gary 
Cohn, (President and Chief Operating Officer), David Viniar (CFO), David Solomon (Co-Head Investment 
Banking) and Harvey Schwartz and David Heller (Co-Heads of Securities Division). Much of the 
conversation was focused on the future of regulation. Though management believes they lack clear insight 
into how regulation will ultimately shake out, it is committed to keeping an open dialogue with regulators 
and has invested much of the firm's resource and focus into preparing the business for the eventual 
outcome. 

• The firm and clients respond to recent allegations: For the last two weeks Goldman's most senior 
management has been visiting with clients worldwide to discuss any concerns they may have with the 
firm in the wake of the SEC announcement. According to Goldman, 11 

• •• through today, we have seen no 
degradation of business." Assignments that Goldman had anticipated winning have been won and trade 
flows remain in line with expectations. The firm's underwritings are being priced at market and the FICC 
and Institutional Equity are not having any difficulty placing GS client paper. In fact, management 
confirmed that the Monday following the announced SEC claim was the largest equity commission day 
of the year. 

• The outlook for regulation is unclear: The impact of new regulation is still very difficult to quantify. 
The firm works constantly on "war gaming" different scenarios and outcomes of regulation so 
implementation is quick and seamless. According to the firm, the only proposal that seems nearly certain 
is the mandate of higher capital levels across the industry. Goldman reassured investors that "We are 
already running the firm as if things have already changed that capital uses is higher and higher levels of 
liquidity is needed." 

• Derivative Regulation Remains Unclear: Admittedly, the outlook for derivatives is uncertain according 
to the firm. Bernstein notes that a regulated bank subsidiary of a bank holding company has higher credit 
ratings than the holding company. As a result, moving the derivatives book from the bank (higher 
ratings) to a new subsidiary guaranteed by the holding company (lower ratings) is unlikely to be popular 
with the current and prospective derivative counterparties of US banks, many of which are the 
constituencies of legislators. Goldman admitted that the firm is at a historic disadvantage with this vanilla 
OTC business as their credit terms are particularly onerous and given the firm has historically been less 
willing to compete on leverage by increasing the unsecured margin trigger point relative to competitors. 
Therefore, forcing standardized margin requirements on an exchange could effectively "level the playing 
field" for Goldman. 

See Disclosure Appendix of this publication for important disclosures and analyst certifications. 
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• Positioning the firm for an unclear future: Goldman is preemptively positioning its trading businesses 
for a changed business model of exchange listed products and higher capital charges - to succeed in the 
future, trading needs to be "nimble". Goldman wants to quickly take the skill that it has in its leading, 
individual trading products and transfer the intellectual property and technology to new products as 
market opportunities arise. As management stated, "we want to be fast and better than everyone else." 

• There is substantial uncertainty about future regulation, civil litigation and client reputation concerning 
· Goldman Sachs. These risks notwithstanding, Goldman Sachs is the leading investment bank and trading 
house in the world and strategically positioned and focused on taking market share from competitors no 
matter how regulation ultimately shakes out. We continue to believe the headlines that pressure the stock 
provide a buying opportunity for investors who are able to look past the near term headline risk. We rate 
GS Outperform. 

Investment Conclusion 

"There is the risk you cannot afford to take, 

and there is the risk you cannot afford not to take." 

Peter Drucker 

Goldman Sachs shares plummeted on Friday on press reports that the US Justice Department was reviewing 
Goldman's MBS business in light of allegations made by the SEC concerning the ABACUS CDO deal. 

Based on the information that has been publicly disclosed to date, a legal expert with whom Bernstein has 
consulted unequivocally stated that there is " ... no basis for a criminal prosecution. " Furthermore, he 
believes GS has strong defenses against the SEC lawsuit. With respect to the SEC case, we note that 
Tourre bolstered GS's position by testifying that he actually told ACA that Paulson would be buying credit 
protection against some of the tranches (i.e., that Paulson would be short, which is reportedly the same 
thing Paulson's employee Paolo Pellegrini has said he told the ACA deal team). This is potentially 
damaging to the SEC's civil case. 

According to our legal advisor "many informed lawyers agree that the SEC's lawsuit is just not very strong" 
in the context of meeting the legal requirements for proving securities fraud under either of the SEC's two 
legal claims (section l 7(a) of the 1933 Act and section l0(b) of the 1934 Act. To prove civil fraud, the SEC 
will have to show that a material fact was misstated or omitted and that misstatement or omission directly 
caused the loss to ACA. 

Admittedly, Goldman Sachs has incurred reputation damage and may suffer client fallout due to this case -
it is arguably difficult for a portfolio manager to buy or own GS in an BRISA portfolio, a separately 
managed account or in a mutual fund due to the current public outrage against the firm. However, Goldman 
Sachs remains the world's leading M&A house having closed 286 deals last year totaling $653 billion of 
deals, the second largest equity underwriter with 10% market share and the leading global fixed income 
franchise that we believe will continue to book solid trading performance through 2010. In addition, 
Goldman has the largest private equity portfolio of any large capitalization bank, and as confirmed by 
management, the company is entering the most favorable portion of the economic cycle when the revenues 
of its highest margin businesses - ECM and M&A - accelerate and its merchant banking business can 
"harvest" gains. 

There is substantial uncertainty about future regulation, civil litigation and client reputation concerning this 
stock, but Goldman remains Goldman, the premier investment bank and trading house in the world. We 
continue to believe the headlines that pressure the stock provides a buying opportunity for investors. We 
rate GS Outperform. 
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Details 

Goldman Sachs shares fell on Friday based on press reports that the Department of Justice was considering 
a criminal investigation of Goldman's MBS business in light of the allegations made in the SEC's civil 
complaint against the bank concerning the ABACUS COO. On Friday, Bernstein met with representatives 
of Goldman Sachs Senior Management: Gary Cohn, (President and Chief Operating Officer), David Viniar 
(CFO), David Solomon (Co-Head Investment Banking) as well as Harvey Schwartz and David Heller (Co
Heads of Securities Division). The meetings focused on the investigation, the client fallout of the SEC's 
civil litigation, new regulation and derivatives as well as the long-term outlook for the business. 

The Investigation 

Goldman stated that the firm initially found out about a prospective criminal investigation through press 
reports, but management was not surprised by Friday's news. With an SEC fraud investigation, management 
had been informed by their legal counsel that it was likely that the Department of Justice would either 
choose to investigate the firm or be asked by Congress to investigate. Goldman Sachs assured us that the 
firm has cooperated with all investigations and will cooperate with any new investigations but admitted that 
a criminal charge would indeed be severely negative for the company. 

Management told us that this is not an SEC vs. Goldman Sachs issue it is a simple dispute relating to the 
facts of one case. "We do not want to be in an adversarial relationship with regulators". Management 
stated that this message is being delivered throughout the firm and that its top priority is to make sure they 
are on the same page as regulators. 

For the last two weeks, Goldman's most senior management has been visiting with clients worldwide to 
discuss the SEC civil litigation and the ABACUS transaction details, reviewing client relationships and 
discussing clients' concerns. According to the firm, "we are not just talking to the direct clients. but also to 
the indirect clients such as board members. "The clients keep asking. "When is this going to stop. " 
Unfortunately, this case may continue for quite a while. Goldman Sachs does not want to admit a violation 
that it did not believe it committed and the firm will certain attempt to avoid a "lOb violation". 

To date, Goldman employee morale remains good. The Goldman representatives stated that as a group they 
are very proud of the Goldman staff during this difficult period. According to GS their employees are 
pulling together like a team under pressure. Perhaps not surprising, the partnership has closed ranks too and 
at Goldman's April 20, 2010 Managing Directors Earnings Call, Lloyd Blankfein received a standing 
ovation from his partners. 

Fallout from the ABACUS Civil Litigation 

Management was cautiously optimistic about Q2 2010 performance. The investment banking business was 
clearly recovering and trading flows remains solid. According to Goldman, the client fallout from the CDO 
revelations has been small -- " .. . though today, we have seen no degradation of business. " Assignments that 
Goldman had anticipated winning are being won and trade flows are in line with expectations. The firm's 
underwritings are being priced at market and the sales FICC and Institutional Equity sales teams are able to 
place client paper just as before. In fact, the only sector that has experienced a negative impact, albeit 
minimally, has been the firm's municipal and government business. Goldman reportedly has relationships 
with over 80 governments around the world and the firm has lost 1 or 2 pieces of business in this client 
sector since the announcement of the ABACUS case. 

While the revenue impact of the litigation to date remains small, Goldman made it clear that the firm is 
reviewing not just its 144 issuance standards but also many of its other operating procedures related to 
clients. According to the firm, "Everything is on the table." Goldman is using this as an opportunity to 
review all of the firm's internal policies. 
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Regulation and Capital 

According to management, the impact of new regulation is still very difficult to quantify. Scenarios can be 
envisioned where performance declines and scenarios can be envisioned where markets become more 
illiquid and that bid offer spreads widen and offset the new rules. According to the Goldman CFO, "We are 
war gaming a bunch of scenarios and I doubt any will be [perfectly] right." The only thing certain 
according to Goldman is the mandate for the industry to retain higher capital levels than recent history. If 
there are no increased revenues to go along with it, then there is going to lower ROE. Goldman reassured 
investors that "We are already running the firm as if things have already changed that capital uses is higher 
and higher levels of liquidity is needed." However, capital constraints could be imposing for competitors 
under certain scenarios, resulting in competitors unable to earn above their costs of equity. Under certain 
scenarios: 

• Every competitor stays in the business despite higher equity levels and the Street acts irrationally on 
product pricing. Consequently, margins collapse and trading ROE falls sharply. 

• All competitors stay in the market and margins modestly narrow. ROE falls but not precipitously. 

• Competitors drop out of the business, competition may weaken and margins may actually widen. In this 
case ROE remains strong 

• Goldman repurchased $2.27 billion in capital last quarter despite the lack of clarity on where regulation 
will settle. On the finn's earnings conference call they assured that the repurchase was done with the 
approval of regulators. As capital continues to grow through earnings, the firm continues to hold plenty 
of capital, but the impetus of the recent buyback was to some extent offset capital offerings to employees 
in 2009. Though the firm has no more clarity than the market in terms of future regulation, they are 
comfortable with current levels given the firm's rate of capital growth and earnings. 

The current draft of the Senate Bill will shift a large percentage of derivatives1 onto the exchanges. 
According to GS' estimate, approximately 75% - 80% of notional derivatives will move onto exchanges. 
These "at-risk" products are characterized as the simple, vanilla OTC derivatives (i.e., fixed-floating swaps, 
simple FX swaps and simple equity index swaps). Goldman stated that this business yields "razor thin 
margin2". Goldman admitted that the firm is at a historic disadvantage with this vanilla OTC business as 
their credit terms are particularly onerous. Goldman management pointed out that every trading firm in the 
OTC market takes some limited, unsecured exposure. The vast majority of OTC derivative clients must post 
margin at some unsecured trigger level of exposure. In 2006, GS was willing to give $400 million in open 
credit exposure to AAA rated AIG. But GS has historically been less willing to compete on leverage by 
increasing the unsecured trigger point. 

It is a common assumption that if a derivative product moves to an exchange, OTC bid offer spreads will 
narrow. However, GS management argued that this is not always the case and an exchange is not always a 
perfect solution to liquidity and pricing - markets may be narrow, trade volumes small and a contract strip 
may cease to trade beyond the first few contract dates. By way of example, Goldman pointed out that the 
introduction of the "Trace" system in the fixed income market led to fragmentation of the market and more 
frequent, albeit smaller, trades that did not generate significant trading costs savings. 

1 Bernstein estimates that Wall Street's OTC derivative revenues in fixed income makes up fifteen percent of total 
fixed income revenues. In Equities, OTC derivatives make up twenty percent of net revenues. Derivatives are a 
relatively higher margin business than cash trading with pretax margins of thirty to thirty five percent. 
2 Pricing ranges from sixteenths of one percent to thirty seconds and appears to be going to sixty fourths 
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At this point, all that can be deduced is that the movement of derivatives to exchanges will set a standard 
initial margin3 and impose daily variation margin - essentially new regulation will be a "Reg T" for 
derivatives. This action would place Goldman and its more leveraged OTC competitors on a "level playing 
field", which may prove positive for GS and other conservative banks4

• In a world where leverage is 
standardized, derivatives desks will be forced to compete not on open, unsecured credit exposure, but on 
execution speed and liquidity. This is a market dynamic that GS feels that it can successfully use to take 
market share. 

Goldman argues that the highly profitable, tailored segment of the derivative business is unable go on an 
exchange due to low volumes or pricing difficulty. Alternatively, these high margin OTC products will 
likely be cleared through a common settlement venue, and based on the current draft of the Senate Bill, 
would have to be originated outside the bank (Section 1065). This would force banks to move their fixed 
income derivatives books from the bank subsidiary (that is FDIC protected and has access to the Fed 
window) to a new separately capitalized (and lower rated) derivatives subsidiary that would likely be 
guaranteed by the bank holding company. Goldman already operates its OTC fixed income derivatives 
book out of such a subsidiary and would not have to use new capital to support this subsidiary. 

Regulatory Uncertainty Threatens US Derivatives Market. 

Admittedly, the outlook for derivatives is not certain according to the firm. Bernstein notes that regulated 
bank subsidiary of a bank holding company has higher credit ratings than the holding company. As a result, 
moving the derivatives book from the bank (higher ratings) to a new subsidiary guaranteed by the holding 
company (lower ratings) is unlikely to be popular with the current and prospective derivative counterparties 
of US banks. 

One interpretation6 of the current Senate bill is that the holding company cannot provide a guaranty to a 
derivatives subsidiary. Without a parent guaranty, some OTC counterparties will be reluctant to enter into 
OTC derivatives with a much lower rated derivative subsidiary. 

Exacerbating this potential credit rating problem is the impact of the new regulatory authority proposed to 
allow for the "wind up" of systemically important institutions. This new authority could effectively 
subordinate the bondholders of the bank holding companies. As a result, the major credit rating agencies 
have warned that bank holding company ratings may be reduced if the "wind up" authority is too onerous. 

Bernstein believes that the OTC derivatives activities of US banks could face market share pressure related 
to lower credit rating of their derivative offerings relative to those of the major European and Japanese 
banks which will be able to continue to trade derivatives with implied government supported within "too 
big to fail" commercial bank subsidiaries. 

Trading Responds to Prospective Regulatory Changes 

Goldman is preemptively positioning its trading businesses for a changed business model of exchange listed 
products and higher capital charges -to succeed in the future, trading needs to be "nimble". Goldman wants 
to quickly take the skill that it has in its leading, individual trading products and transfer the intellectual 
property and technology to new products as market opportunities arise. As management stated, "we want to 
be fast and better than everyone else." The firm has set its goal on providing the broadest list of top tier 

3 Goldman pointed out that the biggest new poster of margin would be the GSEs. This fact likely means that the US 
government will seek an exemption from the posting of margin for its outstanding OTC derivatives. 
4 Goldman did not name the Jess conservative banks. 

s Section 106 requires that a bank move all the OTC derivatives out of a financial institutions 180 days from now all 
6 The interpretation depends on the law fum doing the review. 
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trading products and capabilities. It wishes to be an efficient and effective competitor in high frequency 
trading, equities, fixed income and FX. 

When asked about the firm's ability to adapt to new regulation in its trading business, management argued 
that the entire market will be able to respond and evolve to these new mandates. Goldman is convinced that 
it will have the technology and flexible organization to quickly change its business model and adjust to the 
new market conditions. They argue products that are transferred to a clearinghouse can trade more easily 
and over time trading volumes may pick up and parallel markets could be established that trade against the 
listed futures market. Goldman intends to be able to profit from this potential outcome. 

The Key Regulatory Issues Facing the Industry 

At this point, the industry is looking for certainty in new regulations. If a financial regulation bill is passed 
that gives broad authority to regulators to higher capital limits, establish sound business practices or 
constrain or ban certain business activities the industry would view it as a victory. However, Congress may 
not want to relegate interpretive responsibility to the bank regulators. 

The industry is focusing on five large issues that could make statutory changes to the industry and cannot be 
easily changed: 1.) the Consumer Financial Protection Agency; 2.) Section 106 which bans OTC derivatives 
from depository bank; 3.) the Volcker rule which prohibit and limit proprietary trading and private equity; 
4.) the requirement for a swap dealer to act as a fiduciary when dealing with endowments, pensions and 
trusts; and 5.) the Pre-determination and Pre-announcement of Profit on each Derivative Trade. 

GS Business Outlook: 

Sales & Trading 

• Ql 2010 FICC revenues were up 86% sequentially from a cyclically slow Q4, 13% YoY. These FICC 
results were driven by solid performance for credit commodities and rates across all the major bond 
markets. The firm's revenue return on net assets (RRONA) was a strong 3.7%, well above its long-term 
average of 1.6%. Every business in trading is planning a "fair amount of hiring" for 2010. 

• In equities, hedge funds have turned the comer from net redemptions to net subscriptions. Clients that 
wanted out of a hedge fund are now gone and new investors are committing new capital. Prime brokerage 
revenues are up, but the yield on balances is down. GS is cautiously optimistic that securities lending 
revenues will rise as rates increase. 

Investment Banking 

• From a broad cycle perspective, Goldman confirmed that the market is entering the early stage 
investment banking rebound as industry revenues are off the bottom oflast summer, "Admittedly 
regulatory uncertainty may [negatively] impact CEO confidence - and CEO confidence is a key factor in 
driving transaction activity but broadly speaking we are off the bottom". CEOs are becoming more 
optimistic about the US economy and the dialogue is certainly improving despite the lack of marked 
improvement in announced deal volumes. Management teams are surprised by the resilience in the 
economy 

• The management team also stated that the private equity market is getting more active. Historically a 
"great time" for PE to invest is coming out of an economic down cycle as pools invested at these points 
typically have favorable investment returns. Investment banking headcount is expected to grow by 9% in 
2010 
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Disclosure Appendbt 

Valuation Methodology 

Bernstein has found that the major brokerage firms' common stocks trade on a price-to-tangible book basis. 
Bernstein believes that the tangible book value of a securities firm is a "hard number" for these companies 
reflecting the industry's mark-to-market accounting discipline and the rapid turnover of brokerage firm 
balance-sheets. By comparison, forecasting the highly cyclical earnings is problematic and therefore price
to-earnings valuation ratios are not accurate or stable. The price targets are based upon a valuation model 
that takes into account Return on Equity (ROE) versus Ke (the CAPM-based cost of equity), credit rating 
and a variable that differentiates between the 1999-2000 internet bubble period and all other periods of 
history. The formula is: 

• P/TB (Banks) = 1.35 x Forecasted Tangible ROE NTM I Bank Industry K0 - 0.2112 

Investors should note that this price-to-book valuation regression only explains 85% of the quarterly change 
in price-to-book of a bank or securities firm 

Risks 

As investors learned from the Lehman Brothers Holdings and the Drexel Burnham Lambert bankruptcies, 
the most significant risk to any major broker-dealer is a loss of confidence in its name, especially in the 
credit markets. The major broker-dealers rely upon the ability to roll over their debt at reasonable interest 
rates in order to fund their balance sheets at gross leverage ratios of 15 to 20x. The inability to meet debt 
obligations will result in the failure of a broker-dealer. In order to prevent a liquidity issue, a broker-dealer 
can sell assets to raise cash, but in the illiquid markets of a 'tail event' this may be impossible. 

The liquidity facilities provided by the Federal Reserve have provided a lender oflast resort to Morgan 
Stanley and Goldman Sachs - but nonetheless, a loss of confidence can also destroy a firm's franchise and 
morale. Counter-parties tend to limit exposure to firms whose credit ratings face downgrades and are 
perceived as being in risk. So, in a crisis of confidence, while a firm may avert a liquidity event, the firm's 
brand name and ongoing business will also come under threat. A prolonged loss of confidence in a firm's 
name would significantly reduce the ability of its stock to achieve our share price target. Other key risks 
include rising net charge-off rates, rising asset impairment write-downs, lowered ability to generate tax 
benefits, and the potential for increasing government regulation and taxation of financial institutions which 
may constrict asset and leverage levels. 

But today, the greatest strategic challenge facing Goldman Sachs today is the uncertainty of new 
regulations. The Bank of England, the Swiss Central Bank, the Federal Reserve, the FDIC, the OCC, the 
CFTC, the SEC, both U.S. Brokerage Houses of Congress and the Basel Committee have proposed new 
regulations and laws that will raise capital charges, limit balance sheets, increase liquidity, prohibit or limit 
some businesses and constrain risk taking. These new rules generally will negatively impact GS' fixed 
income, equities and commodity trading business and constrain private equity. The more severe the · 
regulations the lower the ROE and the slower the revenue growth rate of the effected businesses 
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• References to "Bernstein" relate to Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited, and Sanford C. Bernstein, a unit of 
AllianceBemstein Hong Kong Limited, collectively. 

Bernstein analysts are compensated based on aggregate contributions to the research franchise as measured by account penetration, 
productivity and proactivity of investment ideas. No analysts are compensated based on performance In, or contributions to, generating 
investment banking revenues. 

Bernstein rates stocks based on forecasts of relative performance for the next 6-12 months versus the S&P 500 for stocks listed on the 
U.S. and Canadian exchanges, versus the MSCI Pan Europe Index for stocks listed on the European exchanges (except for Russian 
companies), versus the MSCI Emerging Markets Index for Russian companies and stocks listed on emerging markets exchanges outside 
of the Asia Pacific region, and versus the MSCI Asia Pacific ex-Japan Index for stocks listed on the Asian (ex-Japan) exchanges - unless 
otherwise specified. We have three categories of ratings: 

Outperform: Stock will outpace the market Index by more than 15 pp in the year ahead. 

Market-Perform: Stock will perform in line with the market index to within +/-15 pp in the year ahead. 

Underperform: Stock will trail the performance of the market index by more than 15 pp in the year ahead. 

Not Rated: The stock Rating, Target Price and estimates (if any) have been suspended temporarily. 

• As of 05/03/2010, Bernstein's ratings were distributed as follows: Outperform - 46.6% (1.0% banking clients) ; Market-Perform - 46.9% 
(1 .0% banking clients); Underperform - 6.5% (0.0% banking clients); Not Rated - 0.0% (0.0% banking clients). The numbers in parentheses 
represent the percentage of companies in each category to whom Bernstein provided investment banking services within the last twelve 
(12) months. 

• Brad Hintz, as a former Managing Director at Morgan Stanley Group (MS), owns an equity position in MS that is held in a Morgan Stanley 
Group ESOP Trust at Mellon Bank as convertible preferred stock. These MS ESOP securities were awarded to him as compensation and 
are fully vested. Mr. Hintz is also an investor In Morgan Stanley Capital Partners Ill, LP - a merchant banking fund where Morgan Stanley 
maintains an equity interest as a limited partner. Mr. Hintz participates in the Morgan Stanley Pre Tax Investment Plan, which is a deferred 
compensation plan structured as a note to Mr. Hintz from Morgan Stanley with the return on the note tied to one of many alternative asset 
classes. In addition, as a result of the complete spin-off of Discover from Morgan Stanley on June 30, 2007, Mr. Hintz received a long 
position in Discover stock as a beneficiary of the Morgan Stanley ESOP. These shares of Discover will ultimately be distributed to Mr. Hintz 
by the ESOP trustee. 

Mr. Hintz maintains a long position in Chicago Mercantile Exchange Holdings Inc. (CME). 

• Accounts over which Bernstein and/or their affiliates exercise investment discretion own more than 1% of the outstanding common stock of 
the folio1Mng companies GS/ Goldman Sachs. 

• The following companies are or during the past twelve (12) months were clients of Bernstein, which provided non-investment banking
securities related services and received compensation for such services GS / Goldman Sachs. 

• An affiliate of Bernstein received rompensation for non-investment banking-securities related services from the following companies GS I 
Goldman Sachs. 

• In the next three (3) months, Bernstein or an affiliate expects to receive or intends to seek compensation for investment banking services 
from GS / Goldman Sachs. 

12-Month Rating History as of 05/03/2010 

Tlcker Rating Changes 

GS O (RC) 06/04109 M (RC) 12/16105 

Rating Guide: 0 - Outperform, M - Market-Perform, U - Underperfonn, N - Not Rated 

Rating Actions: IC - lnHlated Coverage, OC - Dropped Coverage, RC - Rating Change 
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0 

~ 
-- GS 

a, 
0 
C: 

~ 

"' 0 

~ 
~ ~ gi 

~ ~ ~ 
C::J Target Price 

8 gi gi gi 0 a ~ 

~ ~ 1 j ~ ~ 
Source: Bernstein • As of 04114f2010 

04/03/0.9 
04/14/09 M 113 .oo 0 • Oulperform M • Markel-Perform U • l.k)derperform N • Nol Rated 

06/04/09 0 176.00 
07/08/09 0 184.00 
07 /15/09 0 190.00 
09/24/09 0 220.00 
10/16/09 0 225.00 
03/26/10 0 210.00 

OTHER DISCLOSURES 

A price movement of a security which may be temporary will not necessarily trigger a recommendation change. Bernstein will advise as and 
when coverage of securities commences and ceases. Bernstein has no policy or standard as to the frequency of any updates or changes to its 
coverage policies. Although the definition and application of these methods are based on generally accepted industry practices and models, 
please note that there is a range of reasonable variations v.ithin these models. The application of models typically depends on forecasts of a 
range of economic variables, which may Include, but not limited to, interest rates, exchange rates, earnings, cash flows and risk factors that are 
subject to uncertainty and also may change over time. Any valuation Is dependent upon the subjective opinion of the analysts carrying out this 
valuation. 

This document may not be passed on to any person in the United Kingdom (i) who is a retail client (Ii) unless that person or entity qualifies as an 
authorised person or exempt person within the meaning of section 19 of the UK Financial Services and Markets Act 2000 (the "Act"), or qualifies 
as a person to whom the financial promotion restriction imposed by the Act does not apply by virtue of the Financial Services and Markets Act 
2000 (Financial Promotion) Order 2005, or Is a person classified as an "professional client" for the purposes of the Conduct of Business Rules of 
the Financial Services Authority. 

To our readers In the United States: Sanford C. Bernstein & Co., LLC is distributing this publication in the United States and accepts 
responsibility for its contents. Any U.S. person receiving this publication and wishing to effect securities transactions in any security discussed 
herein should do so only through Sanford C. Bernstein & Co., LLC. 

To our readers In the United Kingdom: This publication has been issued or approved for issue in the United Kingdom by Sanford C. Bernstein 
Limited, authorised and regulated by the Financial Services Authority and located at Devonshire House, 1 Mayfair Place, London W1J 8SB, +44 
(0)20-7170-5000. 

To our readers in member states of the EEA: This publication is being distributed in the EEA by Sanford C. Bernstein limited, which is 
authorised and regulated in the United Kingdom by the Financial Services Authority and holds a passport under the Investment Services 
Directive. 

To our readers in Hong Kong: This publication is being issued in Hong Kong by Sanford C. Bernstein, a unit of AllianceBemstein Hong Kong 
Limited. AllianceBernstein Hong Kong Limited is regulated by the Hong Kong Securities and Futures Commission. 

To our readers In Australia: Sanford C. Bernstein & Co., LLC and Sanford C. Bernstein Limited are exempt from the requirement to hold an 
Australian financial services licence under the Corporations Act 2001 In respect of the provision of the following financial services to wholesale 
clients: 

providing financial product advice; 

• dealing In a financial product; 

making a market for a financial product; and 

• providing a custodial or depository service. 
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Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited and AllianceBemstein Hong Kong Limited are regulated by, respectively, the 
Securities and Exchange Commission under U.S. laws, by the Financial Services Authority under U.K. laws, and by the Hong Kong Securities 
and Futures Commission under Hong Kong laws, all of which differ from Australian laws. 

One or more of the officers, directors, or employees of Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited, Sanford C. Bernstein, a 
unit of AllianceBemstein Hong Kong Limited, and/or their affiliates may at any time hold, increase or decrease positions in securities of any 
company mentioned herein. 

Bernstein or its affiliates may provide investment management or other services to the pension or profit sharing plans, or employees of any 
company mentioned herein, and may give advice to others as to investments in such companies. These entities may effect transactions that are 
similar to or different from those recommended herein. 

Bernstein Research Publications are disseminated to our customers through posting on the firm's password protected website, 
www.bemsteinresearch.com. Additionally, Bernstein Research Publications are available through email, postal mail and commercial research 
portals. If you wish to alter your current distribution method, please oontact your salesperson for details. 

Bernstein and/or its affiliates do and seek to do business with companies covered in its research publications. As a result, investors should be 
aware that Bernstein and/or its affiliates may have a conflict of interest that could affect the objectivity of this publication. Investors should 
consider this publication as only a single fact~r in making their investment decisions. 

This publication has been published and distributed in accordance with Bernstein's policy for management of conflicts of interest in investment 
research, a copy of which is available from Sanford C. Bernstein & Co., LLC, Director of Compliance, 1345 Avenue of the Americas, New York, 
N.Y. 10105, Sanford C. Bernstein Limited, Director of Compliance, Devonshire House, One Mayfair Place, LondonW1J 8SB, United Kingdom, or 
Sanford C. Bernstein, a unit of AllianceBemstein Hong Kong Limited, Director of Compliance, Suite 3401, 34th Floor, One IFC, One Harbour 
View Street, Central, Hong Kong. 

CERTIFICATIONS 

I/(we), Brad Hintz, Senior Analyst(s), certify that all of the views expressed in this publication accurately reflect my/(our) personal views 
about any and all of the subject securities or issuers and that no part of my/(our) compensation was, is, or will be, directly or indirectly, 
related to the specific recommendations or views in this publication. 

Approved By: NK 

Copyright 2010, Sanford C. Bernstein & Co., LLC, Sanford C. Bernstein Limited, and AllianceBemstein Hong Kong Limited, subsidiaries of AllianceBemstein L.P. - 1345 Avenue of the 
Americas- NY, NY 10105 - 212/756-4400. All rights reserved. 

This publication is not directed to, or intended for distribution to or use by, any per,;011 or entity who is a citizen or resident of, or located in any locality, state, country or other Jurisdiction where such distnbution, publication, 
availability or use would be contrary to law or regulation or which would subject Bernstein or any of lheir subsidiaries or affiliates to any regislratlon or licensing requirement within such /unsdlctlon. This publicatlon Is based upon 
public sources we believe to be reliable, but no representation Is made by us that the publication is accurate or complete. We do not undertake to advise you of any change In the reported lnfonnatlon or In the opinions herein. 
This publication was prepared and Issued by Bemsteln for distribution to eligible counterparties or professlonal cients. This publication is not an offer to buy or sell any secunty, and It does not constitute Investment, legal ortax 
advice. The investments referred to h8fein may not be suttable for you. Investor.; must make their own Investment decisions In consultation wilh their professional advisor,; in fight of lheir specific circumstances. The value of 
Investments may fluctuate, and Investments that are denominated in foreign currencies may fluctuate in value as a result of exposure to exchange rate movements. lnlonnation about past performance of an Investment Is not 
necessarily a guide to, Indicator of, or assurance of, future performance. 
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