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Tariffs and the Risk of Retaliation

President Trump’ s Inauguration Day policy announcements on tariffs were more
benign than expected. We continue to expect the White House to increase tariff rates on
autos and imports from China, though we have lowered our probability of the latter to
70%. President Trump has also proposed a number of other tariff increases, which we
see as risks but not the baseline. Exhibit 1 shows our revised tariff assumptions, which
we discussed in detail earlier today.

B3 1: We Expect US Tariff Increases on Imports from China and Autos and See Other Tariff Proposals as a Risk

Additional  Possible Final

Country GS Odds Coverage Amount ($bn) Current Tariff Tariff Tariff Legal Authority
China 70% Lists 1-2 (no consumer goods) 34 25% 60% 85%
List 3 (minimal consumer) 104 25% 25% 50% Sec. 301
List 4a (mostly consumer) 84 7.5% 10% 17.5%
List 4b (mostly consumer) 116 0% 5% 5%
. Revoke Permanent Normal Trade Relations (requires
25% Allimports 450 14% 21% 35% .
congressional approval)
Global 40% Critical Imports 500 1.6% 10% 11.6% Sec. 232
25% Allimports 3100 2.7% 10% 12.7% IEEPA, Sec. 122, or Sec. 338
X Fair and Reciprocal Trade Act
10% Allimports 3100 2.7% TBD TBD

(requires congressional approval)

X Autos (electric vehicles from
Mexico 70% ) ~0 0-2.5% 97.5 100% Sec. 232
Chinese producers)

20% Allimports 470 0% 25% 25% IEEPA or Sec. 338

EU 55% Autos 80 2.5% 7.5% 10% Sec. 232
15% Allimports 600 1.2% 10% 11.2% IEEPA or Sec. 338
Canada 20% Allimports 380 0% 25% 25% IEEPA or Sec. 338

TRKIR: SREKBRAMRI
If the White House does increase tariff rates, US trading partners would likely retaliate.
Indeed, some US trading partners have already indicated that they would retaliate
against US tariffs with their own tariff increases or other measures. Exhibit 2
summarizes comments from foreign officials, press reports, and the views of our China,
Europe, and Canada teams about the forms that foreign retaliation is likely to take.

This week’ s Analyst digs further into potential foreign retaliation and the effects on the
US economy.
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B3 2: Media Reports and Comments from Foreign Officials Provide Early Clues About Possible
Foreign Retaliation to US Tariffs

Country Potential Reactions to US Tariffs

* Retaliatory tariffs on US exports to China

» Tariffs on industrial plastics

*» Non-tariff barriers to agricultural and other exports

* Investigations of US chipmakers

+ Controls on critical exports to the US (e.g., rare earth minerals)
+ Actions against US companies operating in China

+ A shift towards significant sales of US assets

* Increased opposition to the US on geopolitical issues

* Dollar-for-dollar retaliatory tariffs

« Tariffs on high-profile and politically-sensitive goods

» One-for-one retaliatory tariffs, starting from the list of products sanctioned in 2018

China

Canada

EU

* Retaliatory tariffs on product lists subject to tariffs in 2018-2019

BEFRE: SRERREAMAE

Trade Conflicts Are Common, but the Stakes Are Likely to Be Much
Larger This Time

Trade disputes have actually been quite common historically, including many between
the US and its close allies, as Exhibit 3 shows. In an earlier report, we outlined the usual
process for disputes mediated by the World Trade Organization (WTO). We noted that
most cases are settled and only a small share result in authorization to retaliate, that
WTO resolution tends to take a long time, that authorization to retaliate is only
prospective rather than retroactive, but that countries have nonetheless usually waited
for WTO authorization to retaliate. However, prior disputes have been fairly small in
dollar terms, which has likely made countries more willing to follow procedure rather
than retaliating without authorization.

The tariffs that the Trump administration has proposed would be dramatically larger than
those that have led to most past trade disputes, and most major trading partners would
likely retaliate immediately.

2025%1821H 3
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B3 3: Past Trade Disputes Handled by the World Trade Organization Rarely Ended in Authorization to Retaliate, but the
Stakes Are Higher This Time and Targeted Countries Are Unlikely to Wait for a WTO Ruling

Number of Trade Dispute Cases Filed Against the United States

Rest of Latin
America &
Caribbean, 8

Rest of APAC,

16
Europe, 40
Argentina, 6
Thailand, 5
Japan, 8

Mexico, 10
China, 18
Republic of

Brazi, 11 ‘orea 14

Canada, 20

India, 11

Status of Trade Disputes Brought to the WTO

Total WTO cases: 631

Total involving US as respondent: 167
Never went to panel, but no official withdrawal 35
Panel established but panelists not chosen 5

Panel composed

Panel report under appeal 1
Report adopted but no further action required 13
Report with recommended changes adopted 6
US agreed to implement changes 28

Parties implemented solution and notified WTO
Compliance proceedings ongoing

9
3
US not found to be non-compliant 2
Authorization to retaliate requested 9
Authorization to retaliate granted 7
Authority for panel lapsed 6

Settled or terminated 29

BEISKIE: World Trade Organization, BB £ IRIR AR

Foreign Retaliation in the Last Trade War
The last trade war provides clues about how other countries might retaliate against US

tariffs.

In response to the US steel and aluminum tariffs, several major US trading partners
retaliated by raising tariffs on the same products as well as food, ships, vehicles,
furniture, and chemicals. Exhibit 4 shows that tariff rates on these products, which
totaled about $30bn, increased by an average of 15pp in 2018.

2025%1821H
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B3 4: In Response to the US Steel and Aluminum Tariffs, Other Countries Retaliated with Tariffs on the Same Products as
Well as Food, Vehicles, Ships, Furniture, Chemicals, and Other US Exports

Retaliation Against US Section 232 Tariff Increases on Steel and Aluminum

Retaliatory Tariff US Exports
Country/Region Rate Increase Targeted Products 2017 ($bn) Effective Period
10pp (Annex 1) Toys and games 0.09
Iron and steel, aluminum, food, vehicles and parts, June 2018 - January 2022
25pp (Annex 1) ships and boats, beverages, fruit and nuts, 3.34
cereals, tobacco
EU and UK
Annlex 1 products_, stone and glass,lelectrlcal Proposed to start in December 2021
10 - 50pp (Annex 2) equipment, chemical products, furniture and 2.98 but suspended in October 2021
furnishing, wood and wood products, machinery P
. 15pp Fruits and nuts, beverages, oil seed, iron and steel 0.77
China March 2018 - Present
25pp Aluminum, animals, and animal products 1.68
10pp Chemical products, vegetables 0.27
May 2018 - Present
India 15pp Rare-earth minerals, iron and steel, aluminum 0.20 (about 30% of these exports, mainly
- agricultural products, were removed
20 - 25pp Fruit and nuts 0.81 from the retaliatory list in July 2023)
50pp Vehicles 0.001
25pp Machinery 0.09
Russia i i i August 2018 - Present
30 - 40pp Machmep/, nuclear reactors, boilers, optic, 0.18
surgical instruments
Fruit and nuts, optic and medical instruments,
5-10pp mineral fuel and oil, paper and paperboard, 1.14
plastics, nuclear reactors, boilers, machinery
Turkey 15 - 25pp Wood and wood products, cereals, tobacco, paper 015 June 2018 - Present
and paperboard
30pp Iron and steel, cosmetic products, plastics 0.20
35pp Vehicles 0.06
40pp Beverages 0.01
Chemical products, aluminum, wood and wood
Canada 10pp prodl_Jcts, machinery, nucl_ear reactors, _bo!lers, 12.42
plastics and rubbers, furniture and furnishing, July 2018 - May 2019
coffee and tea, beverages, dairy products
25pp Iron and steel 4.83
Mexico 10pp Meat, dairy products, fruit, vegetables, beverages 2.69 July 2018 - May 2019

BRISEE: International Trade Administration, =82 IR R LR

2025%1821H

In response to increased US tariff rates under Section 301, China raised tariff rates by
an average of 10pp on around $100bn of US exports between 2018 and early 2020
(Exhibit 5). The retaliatory tariffs targeted US agricultural products and raw materials,
and some subcategories of vehicles and industrial machines.




Goldman Sachs

EXELFDM

B3 5: China Retaliated Against US Agricultural, Raw Material, and Other Exports in the Last Trade War

Retaliation Against US Section 301 Tariff Increases

Retaliatory Tariff US Exports
Country/Region Rate Increase Targeted Products 2017 ($bn) Effective Period
2500 in response to Oil seeds, grain, plastics and rubbers, chemical
pp .p products, vehicles, dairy products, fish, tobacco, 17.7 July 2018 - Present*
US List 1
vegetables
Mineral fuel, iron and steel, optic instruments,
25pp in response to  organic chemicals, electric machinery, sound R N
US List 2 equipment, plastics, wood and wood products, 48 August 2018 - Present
vehicles, base metals
Chemical products, nuclear reactors, boilers,
China ) machinery, wood and wood products, vehicles,
5 - 25pp in response electrical equipment, paper and paperboard
to L q. P P p p p ’ 29.5 June 2019 - Present*
. furnishing, aircraft, electric machinery, toys,
US List 3 )
cosmetic products, glass and glassware,
aluminum
. Vehicles, oil seeds, mineral fuel, optic instruments,
25 - 5pp in response nuclear reactors, boilers, machine lastics.
to U . P -~ 48.5 Feburary 2020 - Present*
US List 4 wood, copper, aluminum, cereals, pharmaceutical

products, fish, cotton, meat, fruit, iron and steel

*About $18bn of products, mainly medical instruments, machinery, electrical equipment, and wood, were temporarily excluded from these retaliation lists during September 2019 - May

2023.

BHRIRIR: International Trade Administration, B &% £ ERI& R RE

2025%1821H

Retaliation in the last trade war and past trade disputes followed three general
principles. First, retaliatory tariffs often target the same products as the original tariffs, in
this case steel and aluminum. Second, countries often target politically sensitive goods,
in this case agricultural products that were mainly produced in Republican-leaning
counties.” Third, countries target goods where they are the largest buyers of the other
country’ s exports. For example, the EU and Canada account for 40% of US exports of
boats and ships, and both initially proposed to target boat and ship manufacturing.

The Impact of Foreign Retaliation on the US Economy and
Financial Markets in the Last Trade War
Foreign retaliation had meaningful effects on the US economy and financial markets in
2018-2019. Exhibit 6 shows that after both retaliatory tariffs went into effect in 2018, US
exports of targeted products to China declined substantially. Exports of targeted
products to all other countries that imposed retaliatory tariffs dropped by roughly 20%
over the next year in response to a 15pp average tariff rate increase.

' Pablo D. Fajgelbaum, Pinelopi K. Goldberg, Patrick J. Kennedy, and Amit K. Khandelwal, “The Return to
Protectionism,” The Quarterly Journal of Economics, 2020.
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B3k 6: US Exports of Targeted Products to Countries Other Than China Fell by About 20% in
Response to an Average Retaliatory Tariff Rate Increase of 15pp During 2018-2019

Index (2017 = 100) Index (2017 = 100)
180 - US Exports Not Facing Retaliatory Tariffs* 180

—US Exports Facing Retaliatory Tariffs from China

160 - - 160
— S Exports Facing Retaliatory Tariffs from Other Countries**

140 - 140
120 - 120
100 - 100
80 - 80
60 - 60

Export-weighted average retaliatory tariff increase:

40 1 China: +10pp (6% of US goods exports) - 40

Other countries: +15pp (2% of US goods exports)

20 20

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Note: All values seasonally adjusted by GS.
* Exports to non-retaliating countries of products that faced retaliation from other countries.
** EU, UK, Canada, Mexico, Turkey, India, and Russia.

BEERIR: Census Bureau, mE £ BRI BRI

Retaliatory tariffs hit US exports of homogenous goods such as agricultural and natural
resource products especially hard because it is easier to source these products
elsewhere at similar prices, though the effect diminished over time as trade patterns
evolved and US producers found new markets. Exhibit 7 shows that exports to
retaliating countries of minerals, vegetables, and metals excluding iron, steel, and
aluminum declined by as much as 30-60% during 2018H2-2019. US exports of more
differentiated goods such as electrical components and machinery declined less, by an
average of around 10%.

202518218 7
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B3k 7: Retaliatory Tariffs Led to Sharp Declines in US Exports of Targeted Products to
Retaliating Countries, with Especially Large Declines for Agricultural Goods, Other Natural
Resources, and Vehicles

Impact of Retaliatory Tariffs on US Nominal Exports

Percent Percentage points
to Countries Imposing Them, 2018H2-2019
0 - I l || || 0.0
ITT!
220 -
- -0.2
-40 - . ) - -0.3
= Percentage Change in Nominal Exports for
Goods Subject to Retaliatory Tariffs (left) - -0.4
-60 1 Contribution to Change in Total US Nominal L 05
Exports (right) ’
-80 - = -0.6
P ~ o 52 = T = _— o~ — —
S o8 F_38 588 & £ § «2 & § L&
S S 29 23 5 = T S & - < = 8«
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Note: The chart includes only 2-digit product categories with total export value above $10bn in 2017.

BEIFKR: Census Bureau, &2 BRIREHR I

Foreign tariff announcements also led to declines in the US equity market, augmenting

the initial impact of US announcements. The S&P 500 fell by a total of 7% on days when
other countries announced retaliatory tariffs, on top of a 5% total decline on days when
the US announced tariffs, as shown in Exhibit 8, and our strategists’ basket of

companies that derive much of their revenue from sales to China fell even more sharply.

B ik 8: The S&P 500 Fell 5% in Total on Days When the US Announced Tariffs and 7% in Total

on Days When Countries Announced Retaliatory Tariffs, Though These Moves Partially Reversed
Later in the Week

Percent S&P 500 Returns on Days with Tariff Announcements Percent
2 1 W US Tariff Announcement ) 6
1 China Retaliatory Tariff Announcement CL;muIat/tve 3
1 _Chi ; ; mpaci r
I Non-China Retaliatory Tariff Announcement
’| = E=r @] g~
-1 - -3
-2 - -6
-3 -9
© © W W W W ® W W ©® O OO HD OO O ¢ S C
T YT YT YT OTOYOYOYOYOYOYOLOYOLYOYOTOE &8 8
§ 8§ 8§ 8 5 55 9% 55999 % s 8 < ¢°
2 2 =2 =2 < 3 95 %2 £ ==X I v 0 p 88
IR T e B e B = R T R < - T =
N NN ™ -~ — — AN N < .
g 2
o O

Note: We exclude a few tariff announcements that do not appear to have had a meaningful impact on US stock prices on

or around the day they were announced or occurred on days where a different event dominated changes in stock prices

BRIRIR: Haver Analytics, SRS RIREM R

Other economic studies, summarized in Exhibit 9, have found that foreign retaliation led
to lower US export prices as well as volumes, lower manufacturing employment, and
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fewer job openings. These studies estimate that each 1pp retaliatory increase in the
foreign tariff rate lowered total US exports by roughly 1-2%. These results are broadly
consistent with the patterns shown in Exhibit 7.

B 1k 9: Economic Studies Find That Retaliatory Tariffs Led to Lower US Export Volumes and Prices, Lower Manufacturing
Employment, Fewer Job Openings, and Lower Stock Prices

Summary of Studies of the Impact of Retaliatory Tariffs on the US Economy in 2018-2019

Author(s)

Flaaen, Pierce

Cavallo,
Gopinath,
Neiman, Tang

Waugh

Fajgelbaum,
Goldberg,
Kennedy,
Khandelwal

Amiti, Redding,
Weinstein

Carter,
Steinbach
Handley,
Kamal,
Monarch
Javorcik,
Stapleton, Kett,
O'Kane
Chen, Hsieh,
Song

Amiti, Gomez,
Kong,
Weinstein

2019

2019

2019

2019

2019

2020

2020

2022

2022

2024

Key Takeaways

Shifting from the 25th to the 75th percentile of industry tariff exposure was associated with a 1.4% reduction in
manufacturing employment, half of which was due to retaliatory tariffs and the rest to higher input costs.

US exporters lowered prices of goods subjected to retaliatory tariffs by 7% compared to non-targeted goods. This decline
was mainly driven by agricultural and other non-differentiated goods easily sourced elsewhere.

The elasticity of US auto consumption growth to Chinese retaliatory tariffs in 2018-2019 was -1, implying that counties in
the upper quartile of the retaliatory-tariff distribution experienced a 3.8pp hit. Declines in consumption corresponded to
declines in tradable goods production and retail employment.

A 1pp retaliatory increase in the export-weighted foreign tariff rate is associated with a 1% decline in U.S. exports and a
decline in US export prices. Retaliatory tariffs targeted US exports produced mainly in Republican-leaning counties.
A 1pp retaliatory increase in the effective foreign tariff rate is associated with a 1.8% decline in total U.S. exports.

The US lost more in agricultural exports to countries that retaliated than it gained in trade with other countries. Countries
that retaliated changed their trade relationships to import products from elsewhere.

The trade-weighted average foreign retaliatory tariff increase over 2018-2019 was about 20pp and affected 8% of U.S.
exports. A 1pp retaliatory increase in the effective foreign tariff rate lowered U.S. exports by 0.9%.

The 2018-2019 tariffs led to a 0.6% hit to US job openings, with 1/3 of the effect due to retaliatory tariffs.

Unofficial non-tariff barriers such as administrative procedures or quotas were responsible for 50% of the overall reduction
in Chinese imports from the US during 2018-2019.

On five days that China announced retaliatory tariffs, US stocks fell 1% on average on the next trading day.

BRRR: SEREMRAHRE

2025%1821H

Risks from Retaliation to US Tariffs Under the Second Trump
Administration

Which parts of the US economy could be most vulnerable to foreign retaliation to future
tariffs? An obvious starting point is that countries would be most likely to target the same
US products as the US targets (autos, for example) or the same products as they
targeted during the first Trump administration.

Exhibit 10 shows that auto tariffs between the US and the EU would affect a fairly
modest share of US auto consumption and production. But tariffs on imports from
Canada and Mexico—beyond the preventative tariffs against electric vehicles produced
by Chinese companies in Mexico that we expect—would be much more disruptive, as
these countries account for nearly one fifth of the value of US vehicle consumption and
production. In part for this reason, we think tariffs on Canada and Mexico are unlikely.
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B3 10: Auto Tariffs Targeting the EU Would Affect Only a Modest Share of US Vehicle Consumption and Production, While
Tariffs on Imports from Mexico and Canada Would Be Much More Disruptive

Where US-Consumed Motor Vehicles and Parts are Produced Where US-Produced Motor Vehicles and Parts Are Purchased

Other Other

Mexico

Mexico

Canada

BEISKIE: Bureau of Economic Analysis, Census Bureau, 5B £ HRIR AR

Exhibits 11 and 12 summarize the US product categories that were most heavily
targeted by retaliatory tariffs from any country during the first Trump administration.
These include food and animal products; wood, metals, minerals, and other raw
materials; ships; furniture; chemical products and plastics; and machinery. While the
charts show that only a moderate share of total US exports at the two-digit product code
level faced retaliatory tariffs, the shares were much larger for specific products. For
example, China imposed tariffs on US cereal exports, over half of which went to China at
the time.

These industries were likely targeted in accordance with the principles discussed
above—retaliatory tariffs often target the same products as the initial tariffs or products
that are politically sensitive, especially for the political party responsible for the tariffs. In
the latter case, that meant agricultural goods in particular, though it could also mean
other products produced primarily in Republican-voting areas.

Our Europe economics team expects the EU to adopt similar criteria as during the first
Trump administration for possible future retaliation and to focus on consumer goods
while avoiding increasing tariffs on sectors that would increase the cost of production for
European manufacturers, such as energy, information technology goods, mechanical
appliances and electrical machinery.

2025%1821H 10
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B3 11: Countries Hit with US Tariffs Might Impose Retaliatory Tariffs on the Same US Exports
as They Did Last Time, Including Food, Ships, Animal Products, Furniture, Chemical Products,
and Raw Materials

Share of 2017 US Exports by Category That Face Retaliatory Tariffs in
Response to Section 232, by Retaliating Country

Iron, Steel, Aluminum (21pp)

Food (14pp)

Ships & Boats (25pp)

Animals & Animal Products (21pp)
Furniture, Furnishings, Lights (10pp)
Chemical Products (12pp)
Wood & Wood Products (11pp)

Vegetable Products (16pp) | |
m Canada China = EU m Other
Other Products (15pp) !

0 5 10 15 20 25
Percent

Note: Other includes Mexico, India, Russia, and Turkey. The number in parentheses indicates the export-weighted average
retaliatory tariff increase for tariffed goods in each category.

BRIKIR: Census Bureau, B £ IR BRI

B3 12: China Might Also Target Some of the Same US Exports as Last Time, Including Food
and Animal Products; Wood, Metals, Minerals, and Other Raw Materials; Plastics; Chemicals; and
Machinery

Share of 2017 US Exports to China

Vegetable products (21pp)
Wood & wood products (10pp)
Vehicles & parts (4pp)

Optic & medical instruments (7pp)
Metals (9pp)

Animal & animal products (9pp)
Plastics and rubbers (14pp)
Textile (6pp)

Mineral products (10pp)
Chemical products (13pp)
Machinery (15pp)

Other Products (15pp)

m Facing Retaliatory Tariffs in
Response to Section 301

m Not Facing Retaliatory Tarrifs

0 5 10 15 20 25
Percent

Note: The number in parentheses is the export-weighted average retaliatory tariff increase for tariffed goods in each HS
section (a group of 2-digit HS product categories). We show only HS sections with US exports above $10bn in 2017.

BRISKIR: Census Bureau, &£ BRITEREB

Most countries are likely to stick to the conventional response of imposing retaliatory
tariffs. Canadian officials have discussed blocking the flow of oil and gas to the US, but
this proposal faced opposition from the energy-producing province of Alberta.

China is the country most likely to retaliate with other measures in addition to tariffs, as
outlined above in Exhibit 2. In particular, China could impose controls on critical exports

2025%F1H21H 1
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that the US sources overwhelmingly from China, as shown in Exhibit 13, and that remain
difficult to source from other countries in sufficient volume. Shortages of these materials

could be disruptive for US industries that use them, which include electronics, batteries,

metal alloys, semiconductors, and medical products.

B3 13: In Addition to Imposing Retaliatory Tariffs, China Could Also Impose Controls on Critical
Exports to the US That Are Difficult to Source from Other Countries in Sufficient Volume

US Imports from China of Product Groups Used for Manufacturing Production
as a Share of Total US Imports of That Product Group

Glycosides, Salts

Natural Graphite

Rare-Earth Metal Compounds
Antimony Oxides*

Textile Materials
Organic/Inorganic Compounds
Provitamins, Vitamins
Containers for Transport
Molybdenum

Electric Storage Batteries
Electric Water, Space Heaters
Electric Capacitors

Gallium, Indium, Niobium**

0 10 20 30 40 50 60 70
Percent

* Products banned by China from export in December 2024.
** Products banned by China from export in 2023.
Note: Glycosides are primarily used in medicines for heart and skin treatment. Natural graphite is primarily used
in batteries and steel. Rare-earth metal compounds (yttrium or scandium) are primarily used in electronics and
alloys. Antimony is mainly used in lead alloys, lead-acid batteries, and plastics to prevent fires. Molybdenum is
primarily used in alloys, electronics and glass. Gallium is primarily used in semiconductors and medical
applications. Indium is used in LCD displays and dental materials. Niobium is used in steel and electrical power
machinery.

BHEIRIR: Census Bureau, B £ BRI B ED

Elsie Peng
Jessica Rindels

David Mericle



* Weighted average of metro-level HPIs for 381 metro cities where the weights are dollar values of housing stock reported in the American Community Survey. Annual numbers are Q4/Q4.
** Annual inflation numbers are December year-on-year values. Quarterly values are Q4/Q4.
1 PCE = Personal consumption expenditures. * Denotes end of period.
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The US Economic and Financial Outlook
THE US ECONOMIC AND FINANCIAL OUTLOOK
(% change on previous period, annualized, except where noted)
2024 2025
2022 2023 2024 2025 2026 2027 Qi Q2 Q3 Q4 Qi Q2 Q3 Q4
OUTPUT AND SPENDING
Real GDP 25 29 2.8 2.6 2.3 2.1 1.6 3.0 3.1 2.6 2.6 2.4 2.4 2.3
Real GDP (annual=Q4/Q4, quarterly=yoy) 1.3 3.2 2.6 24 2.2 2.1 29 3.0 2.7 2.6 2.8 2.7 2.5 2.4
Consumer Expenditures 3.0 25 2.7 2.6 2.3 2.1 1.9 28 3.7 3.2 2.0 2.3 2.3 2.4
Residential Fixed Investment -8.6 -8.3 4.1 2.3 3.0 2.4 13.7 -2.8 -4.3 39 4.0 4.0 3.0 2.5
Business Fixed Investment 7.0 6.0 3.8 3.7 52 4.0 4.5 3.9 4.0 0.4 3.8 4.9 5.7 5.5
Structures 3.6 10.8 3.2 -1.2 2.2 3.0 6.2 0.2 -5.0 -1.0 -2.0 -0.5 1.0 1.0
Equipment 4.4 3.5 4.0 6.8 6.2 3.6 0.3 9.9 10.8 1.0 7.0 8.0 8.0 7.0
Intellectual Property Products 11.2 5.8 4.0 3.6 5.7 4.9 7.5 0.7 31 0.6 4.0 5.0 6.0 6.5
Federal Government -3.2 29 2.3 1.4 0.0 0.6 -0.4 43 8.9 0.0 0.2 0.0 0.0 0.0
State & Local Government 0.2 4.4 39 1.5 1.0 1.3 341 23 29 22 1.0 1.0 1.0 1.0
Net Exports ($bn, '17) -1,042 -933 -1,033 -1,074 -1,122 -1,166 977 1,036 -1,069 -1,057 -1,062 -1,068 -1,076 -1,088
Inventory Investment ($bn, '17) 119 33 46 68 60 61 18 72 58 38 75 70 65 60
Nominal GDP 9.8 6.6 5.3 4.9 4.2 4.1 4.7 5.6 5.0 4.8 54 4.6 4.7 4.0
Industrial Production, Mfg. 2.7 -0.5 -0.3 2.6 3.3 3.0 -0.9 1.4 -0.8 1.8 3.9 3.7 3.6 3.4
HOUSING MARKET
Housing Starts (units, thous) 1,552 1,421 1,365 1,413 1,479 1,491 1,407 1,340 1,332 1,379 1,365 1,403 1,431 1,454
New Home Sales (units, thous) 637 666 697 748 757 800 663 693 71 722 734 737 757 763
Existing Home Sales (units, thous) 5,087 4,101 3,977 4,091 4,188 4,570 4,200 4,050 3,890 3,768 3,920 4,038 4,161 4,244
Case-Shiller Home Prices (%yoy)* 7.5 53 3.0 4.4 4.8 4.8 6.4 5.9 3.7 3.0 29 37 4.1 4.4
INFLATION (% ch, yrlyr)
Consumer Price Index (CPI)** 6.4 33 2.9 2.3 2.3 2.2 3.2 3.2 26 2.7 2.6 2.4 2.8 2.5
Core CPI ** 5.7 3.9 3.2 2.7 2.3 2.3 3.8 3.4 3.2 3.3 3.0 2.9 3.0 2.7
Core PCE** t 5.0 3.0 2.8 24 2.0 20 3.0 27 2.7 2.8 2.5 24 2.6 24
LABOR MARKET
Unemployment Rate (%)* 3.5 3.8 4.1 4.0 3.8 3.7 3.9 4.1 41 41 4.1 4.0 4.0 4.0
U6 Underemployment Rate (%)* 6.6 71 7.5 7.4 7.0 6.8 7.3 7.4 7.7 7.5 7.5 7.4 7.4 7.4
Payrolls (thous, monthly rate) 377 251 186 145 125 110 267 147 159 170 150 150 140 140
Employment-Population Ratio (%)* 60.1 60.1 60.0 60.1 60.1 60.0 59.9 59.8 59.9 59.8 60.1 60.1 60.1 60.1
Labor Force Participation Rate (%)* 62.3 62.5 62.5 62.5 62.5 62.3 62.7 62.6 62.7 62.5 62.6 62.6 62.6 62.5
Average Hourly Earnings (%yoy) 5.4 4.5 39 3.6 3.3 3.2 4.2 3.9 3.8 3.8 3.7 3.7 3.6 3.4
GOVERNMENT FINANCE
Federal Budget (FY, $bn) -1,376 1,694 1,833 -1,800 -1,950 -2,100 - - - - - - - -
FINANCIAL INDICATORS
FF Target Range (Bottom-Top, %)* 4.25-45 5.25-5.5 4.25-45 3.754 3.5-3.75 3.5-3.75 | 5.25-5.5 5.25-5.5 4.75-5 4.25-4.5 | 4.25-4.5 4-4.25 4-425 3.754
10-Year Treasury Note® 3.88 3.88 4.58 4.30 4.35 4.45 4.20 4.36 3.81 4.58 4.30 4.25 4.25 4.30
Euro (€/$)* 1.07 1.11 1.04 1.07 1.06 1.10 1.08 1.07 1.1 1.04 1.05 1.056 1.06 1.07
Yen ($/¥)* 132 141 157 159 145 132 151 161 143 157 156 158 158 159
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#: india-client-support@gs.com. &# A Anil Rajput [EBiEF: + 9122 6616 9000 | EE#B: anil.m.rajput@gs.com. BZA: W TX. HE: RIESER
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ANHEERERZEN) 5$56(2)% > 1 B S 2 7 fEhttps://www.gs.com/disclosures/europeanpolicy.html E3REY, ZRit BB AR AR A <R
TP R RIS BRI ROMBER

BA: SRIESHASHREXRRUSFEM CEMS: No.69) WEMTARSH, FERBEARNESIHLAASHARLHS, FZRERTEN
Athe. BARAGRMLSURBARBADENLHRA. REXSFEGNSENSELAENAERERES. XTEXNESRXSZA. BRESZXZEH
SHAXESERARAMERNWERNEEKE, FEAESRAEXNEERERNS.

2R~ m; 2RI

EERSRREMRBELICERNNSENEFHEH SRR M. 8RO HEHERENBANDTITRET LR ARNHR, UREMETF. K&
. ARRRRAERENAT. A RIREEBRAF T HGoldman Sachs Australia Pty Ltd (ABN 21 006 797 897) %% ; #EE#EHGoldman Sachs
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