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ARRIVAL

The past is a foreign country. They do things differently there,
Investors yearning for a return to the market conditions of
yesteryear often bide their time on the sidelines, as many struggle to
take action in a new—both economically and (geo)politically—
investment landscape,

The post-GFC era of low inflation, low interest rates, and low
market valatility has been replaced by a more fluid paradigm
characterized by sticky inflation, higher-for-longer rates, and
frequent bouts of episodic market volatility®. This is what ‘normal
now looks like and, while the certainties of the recent past have
been superseded by a less predictable environment, it is replete
with investment opportunities.

The prospect of a prolonged period of stubborn inflation implies
higher-for-even-longer interest rates, which has created an

abundance of yield opportunities for income-hungry, bond investors.

The regional-, sector-, and company-dispersion of outcomes in
equity markets is likely to broaden, placing a premium on judicious
risk management, but creating meaningful potential upside for long-
term investors allocating to themes of secular growth.

In this edition of the Market Know-How, we discuss how we believe
investors can embark in this ‘new normal’ by:

* Gaining exposure to European equities to potentially reap the
benefits of Europe’s economic resurgence and looser monetary
stance.

* Being actively positioned in core fixed-income 1o try to take
advantage of diverging monetary policy trends and greater yield
dispersion.

* Participating in the differentiated features and potential benefits
of private credit to address interest rate concems.

Sowrce: Goldman Sachs Asset Management As of June 14, 2024 "GFC" refers to Global Financisl Crisis. “Duration® refers to a bond price’s sensitivity to a change in interest rates. Diversification does not protect an investor from market risk and does not snsure
aprofit. There 15 no guarantes that obpectives wall be met. Views and cpanions are cament a5 of A5 of June 14, 2024, and may be subgect to change. They showld not be construed as mwestment advice. The portfolio nsk management process includes an effort to

monitor and manage risk bat does not imply low risk. Please see additional disclosises at the end of this dotument.
1. Volatility i a measure for wariation of price of & financial instrument over time:
For third party distnbutors/Instrhational cliemts use only—not for distnbubon to your chienis or the general publ,
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MACRO

We expect resilient global growth and disinflationary progress to continue, amidst regional nuances. We
believe this divergence will likely lead to varied monetary policies globally, with some regions potentially
advancing more quickly than others. Growth should be supported by strong real household incomes, a..
rebound in manufacturing activity, and gradually less restrictive monetary policy, in our view.

Diverging Trends
Changing tides in global growth, headlined by a temporary b ey VTR
contraction in Japan and a pick-up in both Europe and
the UK, have created uncertainty around the forward paths
of central banks. Resilient US growth and early-year
inflation surprises have led markets to expect the Fed to
cut rates later and more gradually than other major central
banks. In Eurcpe, a stronger trend of disinflation supports
our view that the ECB and BoE will deliver more rate cuts
than the Fed in 2024, even though the path forward is
filled with uncertainty. In Japan, despite three consecutive %
quarters of weak growth, we remain optimistic, mainly on
an expected rise in real consumer spending.
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Source: Goldman Sachs Global Investment Research and Goldman Sachs Asset Management. As of June 14, 2024 *We" refers to Goldman Sachs Asset Management. *Fed”™ nefers to Federal Reserve, "ECB® reters to European Central Bank. "BoE" refers to Bank of
Emgland. “A" refers to actual. 6" refers to expected. The econcemic and market forecasts presented heretn are for mformational purpeses as of the date of thes document. There can be na asswrance that the forecasts will be achseved. Please see additonal
disclosures at the end of this document. Past performance does mot predict fatwre retuons and does vot guarantee futwie results, which may vary.

For third party distributors{Institwtionsl clients use only—not for distribution to your clients or the general public.
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Key Insights

i

L

MOMETARY POLICY

Inconsistent progress on disinflation acrass major economies has paved
the way for a potential decoupling amongst key central banks, in our
view, The ECE has alreadly begun to ease rates and the BoE appears to
be gearing up for a first cut, while a more cautious approach from the
Fed may be the likely scenario, with key inflation and labor prints this
summer top of mind.

INFLATIOM

Inflation has come down in a slow and steady fashion, albeit with
regional discrepancies, Despite a hotter start to the year than
consensus anlicipated, we expect US core PCE inflation 1o remain
relatively flat in the near term on the back of further rebalancing in the
auto, housing rental, and labor markets. Disinflation progress in the Euro
Area and the LIK has remained broadhy on track, while in Japan, we
expect core CPI 1o linger above the BoJ's 2% target until mid-2025.

US ELECTION

Republicans have a clear path Lo flipping the Senale, whereas both the
House and White House are loss-ups, in our view. The aconomy remains
top of mind for voters, highlighting the likely impact that upcoming
inflation and labor market data will have on the election cutcome. The
makeup of Congress should provide Turther clarity on how the next
administration will tackle expiring income tax provisions in 2026,

TAIL RISKS

Our base case scenario in the US is an ongoing soft landing, but we
acknowledge that tail risks have increased. We see a possible scanario
in which growth remains resilient, preventing further disinflationary
progress and delaying Fed rate cuts, We also see a small probability of
inflation reaccelerating, which could put rate hikes back on the table,

HIGHER FOR LONGER

Government debt sustainability has once again entered the spotlight as
interest rates are likely to remain higher-for-longer. The US is not alone,
with most GV countries also experiencing elevaied debtievels, Higher
cosls of servicing deblt, political gridiock, and rising government
expenses alongside aging populations serve as headwinds to global
efforts toward improving debt sustainability.

CHIMA

Growth in 0 came in above consensus expectations, and momentum
has remained solid since. Underlying components were more mixaed, with
growth being driven by strong exports and manulacturing bul showing
weakness in areas like consumption and property. While the Chinesa
government is stepping up its efforts to accelerate fiscal support and
stabilize the housing market, it is unlikely o be enough to amrest house
price declinas, pointing at potentially slower growlh in the remainder of
the yaar

Source: Goldman Sachs Global Investment Research and Galdman Sachs Asset Management A of June 14, 2024. "ECB” refers to the European Central Bank. "BoE” refers to the Bank of Englard. "Fed” refers to Federal Beserve. "PUE” refers Lo personal
consumption expenditures, *CM® refers to (onsumer Price Index. *Bo)*® refers to Bank of lapan. *Soft Landing® refers to a process by which a ceniral bank brings infletion down without pushing the economy inta, *677 refers to Canada, France, Germany, Haly,
Japan, the nited Kingdom and the (nited States. The eonom and market forecasts presented berein are for informational purpases as of the date of this decument. There tan be mo assurance that the forecasts will be acheeved. Please see additianal
disclosures at the end of this document.

For third party distributors /Institetional clients use only—naot for distribution to your clients or the general public.
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MARKETS

Equity and bond investors must prepare for more dispersion in a higher rate world. Short-term
opportunities may emerge as central banks embark on policy rate normalization at different speeds and
timing, with higher terminal rates as the likely endpoint. This structural shift may require more active
selection, greater geographical diversification, and non-traditional risk diversifiers in portfolios.

Asset Class Outlook

QOver 2 years have passed since major central banks = w5 m—U —japan
began hiking rates, resulting in their respective economies
enduring more restrictive rate levels for longer. The
monetary enigma we find today is that global growth has
remainad relatively resilient, begging the question of
whether equilibrium rates are higher than criginally
thought. As we consider potentially higher equilibriums, we
remain constructive on global equities given supportive
eamings growth. We also see tactical opportunities in the
bond market as yields level off, though potentially higher . Vo N
equilibrium rates may translate into more modest declines.

As core fixed income has become increasingly correlated i
with risk assets, the need to introduce non-traditional 2019 2020 2021 2022 2023 2024
diversifiers to portfolios, like liquid alts, has become

paramount, in our view.

4% ] 9%

- h 7 \I 1A

M ket -Priced Interest Rate ()
Pl
a'ﬁ

Fast performamce does not predict fwbure returms and dees not guarantes fwture results, which may vary. Scurce; Bloomberg and Galdman Sachs Asset Management. A5 of Juns 14, 2024 “Fed® refers to Federal Reserve. Market-Priced Interest rate is based
o the ewernight indexed swap rate over a 10-year peniod. The D15 rate ts the fised rate in an overmight index swap contract, which s a type of imterest rate swap where two parties agree to exchange a senies of interest payments ever a notinal principal. One
party pays a Fined rate and receives the floating rate, while the other receives the opposite. 15 rabes are a metric commenly used to reflect the market's pricing of forward-looking interest rates. U5 refers to W30 015 Forward swap Sy5y. Eure refers to EUR
OFS/C Ferd Swap SySy. Japan refers to 3PY 01500 Fwd Swap Sy5y. "We" refers to Goldman Sachs Asset Mansgement, Dive rsihication does nok protect an investor from market risk and does not ensene a profit. Past comrelations are nok indicatrre of future:
correlaticns, which may vary. The ecenoms and market forecasts presented herein are for informational purposes as of the date of this document. There tan be mp assurance that the forecasts will be achieved. Please see addibanal dischosures at the end of
thiis d ooumsent.

For third party distributoes /Instiwtional clients use only—nat for distribution to your clients or the general public.
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MARKETS

Key Insights

L

DM EQUITIES

We balieve a resiliant macro backdrop across DM aconomies continuas
o support our constructive view on equities, though upside potential
remains limited due to elevated valuations. In the near-term, we baligve
higher-for-longer interest ratas through the remainder of the year will
underscore investor focus on eamings growth and margin expansion.
However, a5 the timeline for monetary policy decisions diverges across
DM economizs, we believe a regional broadening across equity markets
in the long-term (s likely,

SMALL CAPS

A higher cost of capital and lagging investor conlidence in US small caps
have pushed down valuations, providing potentially attractive entry points. In
addition to stable growth as a backdrop for a lower risk differential for small
caps, we believe maega-cap concentration and stretched valuations may
also serve as tallwinds. Globalky, we find that small caps tend to outperform
as sentiment and activity data improve. With a rising number of unprofitable
small cap companies, we remain focused on fundamentals and selactivity.

EM EQUITIES

Chinese equities remain exposed to geopolitical risks despite a potential
recovery in macro conditions and strength bullding on a company-specific
level. Recent strength in other EM equity markets has been driven by
optimistic growth and globsl disinflation progress, though we see some
markets with stretched valuations limiting upside, evident among some
Indian equities.

@

RATES

Skepticism towards disinflation progress has persisted in H1 2024
across mast major economies. leading to a flattening yield curve, though
we axpect steepening 1o pick up again through the end of the year
along with elevated market volatility. Divergence in the rate cutting
timeling may also cause more pronounced interest rate declines in
Eurppe than the LS, a trend we expect to continue given the stronger
qrowth cutlook in the US, N
FX

While we still expect the US dollar to weaken in the long term, any delay
in the start 1o the Fed's easing cycle might lead o renewed dollar
strength in the shart term. The currencies of the countries where central
banks have already started to cut rates - notably the auro. the Canadian
dollar, the Swedish Krona and the Swiss franc, - look especially
vulnerabbe, in our visw.

CREDIT

We believe credit spreads are likely to remain tight, 85 resilient
fundamentals and balanced supply-demand dynamics continue to
support a healthy outlook. Risks skew to slight upticks in defaults and
net dabt to EBITDA ratios across borrowers, though a positive macro
backdrop may limil downside, We see opportunities in EUR IG due 1o
cheaper valuations giving way 1o potentially attractive yields. We have
also become mora constructive on Asia HY given the elevated carry,
improving China economic prospects, and diversification benefits.

Past performance does wol predict Futine retuins amd does ol guai anbes futude results, which may vaiy. Seurce: Goldman Sachs Elobal Investment Recearch and Geldman Sacks Assel Management. A of June 14, 2024. "We” refers o Galdman Sachs
Exset Management. “DM" refers to developed markets. *EM® refers to emerging markets “EBITOA® refers to sarnings before inter est, taues, depreciation, and smartization. *EUR I6° refers to European investment grade. Drversification does not protect
am inwestor from market risk and does not ensure a profit. The econcmic and market forecasts presented herein are forinformational purpeses as of the date of this docement. There can be no assuramce that the forecasts will be achieved. Please see
additional disclesures at the end of this document.

For third party distributoss [Inst#twtional clients use only—nat for distribution to your clients or the general public.
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EUROPEAN EQUITIES

QUTLOOK

Accelerating

After years of sluggish growth, the European economy seems to be finally
turning a corner.In June, the ECB began its easing cycle by cutting rates
by 25bp, motivated by sufficient cumulative inflation progress. Whilst we
believe headline inflation is likely to stay at around current levels in the
coming months, we expect it to move gradually towards target next year,
Simultaneously, activity is re-accelerating: real GDP grew by 0.3% QoQ in
Q1. notably faster than expected. As the growth drag from restrictive
monetary policy continues 1o ease, we expect real household income
growth to improve, as nominal wage gains remain firm, and inflation
normalises further. Continued improvement in the growth/inflation mix
should provide a tailwind for European eguities.

Pick Your Player

A normalisation of monetary policy followed by an economic expansion has
historically been associated with an outperformance of European equities.
This outperformance could be even more pronounced as the ECB
diverges from the Fed. Of course, not all sectors are set to benefit to the
same extent. Wa find that cyclicals tend to outperform in this ervironment
as the growth effect tends to dominate the rate effect, especially given
that this easing cycle is likely to be gradual and shallow. Technaology
should also continue to do well given the focus on Al and strong
fundamentals. Overall, we believe that this environment should be
supportive of European equities, but selectivity at country and sectoral
level remains key.

SOLUTIONS

Euro Area Growth & Inflation Mix
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Spwnce: Bloombery, Haver Analytics, Goldman Sachs Global inwestment Research [GIR], and Goldman Sachs Asset
Manng ement

EMU Equity Sectors Display Different Sensitivity to Growth and Inflation
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Fast performamce does not predict fwture returms amd does not guarantee future results, which may vary. Source: Goldman Sachs Global Investment Research and Goldman Sachs Asset Management. s of June 14, 2024. Top Chart Wotes: As of May 31, 2024 The
economic and market forecasts presented berean are for mformatonal purposes as of the date of this dooument. There can be no asswrance that the forecasts will be achieved Please see additional disclosures at the end of this dotument. Bottom Chart Motes As of

31, 2024. The chart illustrates the relstive performance of the M5S0 EMU sectors rel.l‘l:i'metn&emﬁ?r::ldbenthmhl, which is derfved by caleulating the sverage total return of all sectors, following one standand deviation move inEuro anea growth and the
Zy bund yield {representing the growth and rates sensitivity). The data is of monthly frequency and ranges Jamuary 2000 to May 2024 Ewro ares growth |s represented by the Ewo area composite PML For illustrative purposes only.

For third party distributors /Institetional cliemts use only—not for distribution to your clients or the general public.

MARKET KNOW-HOW: ARRIVAL

Goldman Sachs Asset Mansgement 8



PRIVATE CREDIT

QUTLOOK SOLUTIONS
Financing Flexibility Default Lines
: ! 3.0% Private Public
As interest rates have remained higher for longer and economic growth has z w3 -S40 Smm EHITOA  — everaged | oans
slowed, companies who have tapped private markets for debt financing may % - ——>$50mm o
become more burdened by the floating rate structure of their outstanding =
debt. Fortunately, this concern can be addressed through flexible loan ¢
features offered to borrowers via private credit, Lenders often boast deep E 0
access to company records and a bilateral relationship with their borrowers, 8
affording them the potential to recognize early signs of distress and quickly f 2.0% 2.0%
implement workouts such as pricing amendments, sponsor infusions, and fg—"
pay-in-kind structures to avoid a covenant breach before it occurs. As such, —
default rates of private companies have remained arcund 2%. while those ol 02 o3 04 a1 o2 Q3 o4 o
across the leveraged lcan market have trended beyond 6%. SO e R

Source: Praskauer, G5 Global Investment Research, and Galdman Sachs Asset Management

Loyalty Points Rate Cut Reactions

The ﬂt}ating rate structure of loans provided by private lenders may be a e

concern as central bank rate cuts appear 1o be on the horizon, in our view.
With that said, attractive yield spreads, upwards of B00bps In recent years,
seem to have kept return targets competitive. Even if falling rates amplify
the incentive for public debt, demand for private credit may remain
relatively inelastic due to the pricing certainty, flexible loan structures, and
close lender relationships offered to borrowers. In past periods leading up
to Federal Reserve rate cuts, private credit provided annual
outperformance of 330bps relative to high yield bonds and 670bps
relative to the leveraged loan market. Resilient performance before and
after interest rate cuts demonstrates the attractiveness of the asset class
despite its floating rate nature.

12=Month Forward Returns Thres Months
Frior to Fed Rate Cuts | Median, %)

Private Credit Li% High Yield LIS Apg L everaged L oans
Sounce; (hffwater | Bloomberg, and Goldman Sachs Asset Management

Past performance does not predict fwture returns and dees not guarantee future reswlts, which may vary. Scunce; Goldman Sachs Asset Management. As of Jume 11, 2024 Top Right Section Notes: &5 of March 31, 2024, Chart shows the defawlt rates of
private companies Broken inta $25mm-349mm and *$50mm EBITDG, compared to default rates of public companies i the leveraged loan market *EBITDA" refers to earnangs before interest, taxes, depreciaten and amartization. Bottom Section Notes: As of
June 10, 2024, Battom Right Chart shows the median 12-Month forward returns of different loan markets beginning fram 3 monthe prior Lo Fed rate cuts. Vield spreads upwards of 800bps refers to the spread aver the floating rate base of privete loans Pleaze
se additsonal discloswres at the end of this docwment. Thede i no guarantes that abjectives will be met For I?Usﬂ'iﬂﬂtPurpﬂEESH s

For third party distributoes fIrstitetional clients use only—naot for distribution to your chients or the general public.
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RELATIVE ASSET CLASS CALENDAR-YEAR PERFORMANCE
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Past performance does not predict future retwms and does not guarantee future results, which may vary. Source’ Bloombeng, Macrchond, snd Galdman Sachs Lisst Management As of May 31, 2024, This evample & for flestrative

purposes ondy to shew the performance dispersion between vanous asset dlasses over ome and the patential importance of diversification. Drsersification ts the process of allocating capetal in a way that reduces the exposure to any one partioular asset or
nisk. Dwversificatson does not protect an investor from market rishs and does nok ensure a profit. Please see addrional disclosures om page 15 of this dorument. Macro Hedipe Fundis as of the latest available date: Spnll 30, 2024 Note that Macrof Tachical
Hedge Funds' it reprasented by a 50/50 Blend of the HERY Macra/CTA Inden and the HERI Macia Index This example is for illistrstive purpeses only to show the pefarmance disperdion belween vicrious asdel claises over lime and the potential iepoctance
of diversification.
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