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a view that CEO Sergio Marchionne’s opportunity set for
strategic value creation might be more favourable than
previously thought. Daimler’s announcement to create
three separate entities (potentially paving the way for a
Truck listing) helped the shares rise 6% in 3Q.

We see c.€150bn of hidden value in the sector; 60%n

upside. Based on our SOTP analysis, we calculate the
six listed European automotive OEMs could command
€407 bn of equity value, c.60% (or c.€150 bn) higher
than the current combined market cap of €253 bn.

We raise our end-market volume forecasts forn

Europe, EMs. We now forecast the Western Europe
passenger car market to grow 1.8% in 2017 (-0.3%
previously). We see Brazil light vehicle growth at 8.0%
(was 5%) and Russia at 10% (was 5%).

Updating OEM estimates for recent FX and rawn

materials. The FX environment has stabilised in recent
weeks, with the marked euro strengthening in 2017
(peaking >US$1.2 in September) and easing to US$1.18
currently. Raw materials are up yoy (by €25/car) but
stable sequentially in 3Q.
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Changing the narrative: 3Q results preview; disaggregation remains in focus

A positive re-rating has driven sector performance in 3Q,
with the notion that OEMs can monetise SOTP valuations
still top of mind. This has supported shares of FCA and
Daimler. We estimate that the sector SOTP includes
c.€150bn of ‘hidden’ value (implying c.60% upside). In this
note, we raise slightly our end-market volume forecasts for
Europe, Russia and Brazil; we update estimates for (benign)
FX moves; and include our 3Q OEM previews.

Re-rating drives 3Q sector performance. The SXAPn

advanced 11% in 3Q, with re-rating the main driver:
consensus sector EPS (12-m forward I/B/E/S) rose only
3% during the quarter. One explanation is a selective
positive re-pricing of the key risks facing the sector,
specifically: (1) electrification/emissions threats (noting
Tesla’s hesitant volume ramp-up); and (2) a calming of
currency and US demand cycle concerns.

SOTP to remain key focus, supporting FCA andn

Daimler shares. The other key driver of the re-rating has
been more commentary on restructuring (and/or M&A).
FCA shares have advanced 65% in 3Q following press
reports of acquisition talks. We think this is supportive of
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investment decision. For Reg AC certification and other important disclosures, see the Disclosure Appendix, or go to www.gs.com/research/hedge.html.
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Sentiment turns positive in 3Q, driving SXAP +11% in the quarter

The SXAP advanced 11% in 3Q, with re-rating the main driver: consensus sector EPS (12m forward I/B/E/S) rose only

3% during the quarter. One explanation is a selective positive re-pricing of the key risks facing the sector, specifically:

(1) electrification/emissions threats (noting Tesla’s hesitant volume ramp-up); and (2) a calming of currency and US

demand cycle concerns, given quieter developments on both fronts.

In 3Q, the European Autos sector (SXAP) rose 11%, significantly outperforming the European market (Stoxx 2%) ; with
sector EPS up 3% (12-month forward) over the same period. We think re-rating has been the clear driver, in turn due to the
market having re-priced the fundamental risks, specifically: (1) risks related to electrification/emissions, particularly in light of
Tesla’s cautious production ramp-up of Model 3 (see Tesla Inc.: 3Q17 deliveries beat, but Model 3 ramp tracking slower than
expected —maintain Sell); and (2) the calming of US demand cycle concerns and stable FX development in recent weeks,
with the marked euro strengthening in 2017 (having peaked above US$1.2 in early September) and easing to US$1.18
currently.

Exhibit 1: The sector re-rated in 3Q despite limited earnings upgrades Exhibit 2: Performance and EPS revision by stock
ytd perf, 2017E EPS revision
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Structural talks support sector performance rally

The other key driver of the re-rating was increased commentary around restructuring (and/or M&A). FCA shares

advanced 65% in 3Q, following press reports of acquisition talks. We think this is supportive of a view that CEO

Sergio Marchionne’s opportunity set for strategic value creation might be more favourable than previously thought.

Meanwhile, Daimler’s announcement that it plans to create three separate entities (potentially paving the way for a

Truck listing) helped the shares rise 6% in the quarter.

FCA. CEO Sergio Marchionne commented during the 2Q results call that the difference in valuation FCA currentlyn

achieves as an OEM and the activities it carries out (including Marelli) no longer justify aggregation. There also have been
news reports of Chinese OEMs showing interest in FCA’s Jeep brand (see M&A reports driving share price; Buy on CL).

Daimler. The company has stated that it intends to legally separate its divisions into independent entites, which wen

believe would lead to the creation of a holding company structure and a potential listing of the Trucks business, given the
large differential in valuation to truck peers implied by the current share price (see Roadmap for structural value creation
emerging; up to Buy).

Volkswagen. VW has formed a separate team to work on selling the company’s non-core business, representing c.20%n

of its current revenues (see VW reported to be working on deals for non-core assets).

We estimate c.€150 bn of hidden value in the sector, c.60% upside
As discussed in our recent note, Changing the narrative: Disaggregate to consolidate, we estimate c.€150 bn of hidden

value in the sector; at 8.1x 12-month-forward I/B/E/S P/E,  the SXAP is trading at a deep discount to the market (15.1x) and
we see significant scope for value creation. Based on our SOTP analysis, the six listed European OEMs could command

€407 bn of equity value, c.60% higher than the current combined market cap of €253 bn.
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Industry consolidation is the logical next step
We see three reasons for disaggregation to accelerate now: (1) ‘Toxic’ valuations no longer justify aggregation of
non-automotive assets; (2) transition towards electrification (including PHEV) might reduce the regulatory rationale for
aggregation of premium/luxury brands with volume producers; and (3) structural uncertainties require a more nimble
organisational structure and strategic flexibility. 

We believe that the transition costs to a new powertrain paradigm and other structural challenges facing the industry
business model (e.g., from new mobility services) favor industry consolidation. We expect a much clearer volume versus

premium brand delineation to emerge over time. In our coverage, we view the best-exposed names to this theme as
FCA, Volkswagen and Daimler.

Exhibit 3: SOTP provides significant upside to current market valuations
Note: SOTP value here does not include any holding company discount

Volume cars 
12% 

Premium 
cars 
31% 

Luxury 
cars 
9% 

Trucks/CVs 
13% 

Finco 
14% 

Other 
2% 

Stakes 
19% 

253 
321 

407 

68 

86 

0

50

100

150

200

250

300

350

400

450

M
ar

ke
t c

ap

de
lta

R
O

IC
 v

al
ue

de
lta

SO
TP

 v
al

ue

 b
n 

Source: Company data, Goldman Sachs Global Investment Research

19 October 2017 �

Goldman Sachs Europe Automobiles

Fo
r t

he
 e

xc
lu

si
ve

 u
se

 o
f K

AT
E.

SC
OT

T@
GS

.C
OM



We update our end-market volumes for better Europe, EM growth

We revise our market outlook for the Western European passenger car volumes upwards to incorporate stronger

year-to-date volume growth (ytd Western Europe car sales are up 3%, versus our expectation of a modest decline),

with a broad-based improvement across the key countries. We also increase our outlook for the EMs Brazil and

Russia on stronger-than-anticipated market recovery.

We now forecast the Western European passenger car market to grow 1.8% in 2017 (versus -0.3% previously), and
continue to see a flat volume in 2018. No single country is a standout driver; we raise our individual estimates for all of
Germany, UK, France, Spain and Italy commensurately, as shown below.

Emerging market growth continues to warm up, and we now see this year’s Brazil light vehicle growth at 8.0% (was 5%)
and Russia at 10% (was 5%).

Exhibit 4: Our new vs old light vehicle end-market forecasts
% yoy

Growth New forecasts Old forecasts Change (bps)
2016 2017E 2018E 2019E 2020E 2021E 2017E 2018E 2019E 2020E 2021E 2017E 2018E 2019E 2020E 2021E

USA 0.4% -2.0% -3.5% -5.4% -4.5% 6.0% -2.0% -3.5% -5.4% -4.5% 6.0% 0 0 0 0 0
Japan -1.5% -3.4% 0.0% -2.1% -4.3% 0.0% -3.4% 0.0% -2.1% -4.3% 0.0% 0 0 0 0 0
Total Europe (incl Russia) 4.8% 3.0% 2.2% 1.5% 0.5% 0.4% 0.8% 2.6% 2.4% 0.7% 1.0% 212 -39 -90 -18 -64
Western Europe 6.4% 2.0% 0.0% -0.9% -1.3% -0.7% -0.2% -0.1% 0.3% -0.8% 0.0% 220 7 -115 -44 -65

Passenger car 5.6% 1.8% 0.2% -0.9% -1.3% -0.7% -0.3% -0.1% 0.5% -1.0% 0.1% 212 31 -142 -30 -81
Germany 4.1% 1.0% 0.0% -3.0% -3.2% -0.9% -1.0% -1.0% -2.0% -2.9% -0.4% 200 100 -100 -27 -47
France 4.9% 3.5% 1.0% 0.0% -3.5% -1.3% 2.0% 1.0% 2.0% -3.5% 2.2% 150 0 -200 0 -354
Italy 15.8% 7.0% 2.0% 1.0% 1.0% -0.7% 5.0% 2.0% 2.0% 1.4% 0.3% 200 0 -100 -39 -99
UK 2.0% -5.0% -4.0% -3.0% -1.0% -0.2% -6.0% -3.0% -1.0% -1.0% -1.3% 100 -100 -200 0 111
Spain 10.8% 6.0% 2.0% 4.0% 3.1% 1.0% 2.0% 2.0% 7.0% 4.3% 1.6% 401 0 -300 -120 -66
Other 3.4% 3.0% 1.4% -0.9% -1.3% -1.1% 0.0% 0.2% -0.2% -0.8% -0.4% 300 117 -70 -47 -68

Light commercial vehicles 11.7% 3.0% -1.0% -0.6% -1.3% -0.8% 0.2% 0.5% -1.3% 0.1% -1.2% 275 -150 64 -134 38

Eastern Europe (ex-Russia) 6.2% 5.0% 7.6% 6.6% 4.6% 2.9% 5.0% 8.2% 6.4% 3.5% 4.5% 0 -56 22 119 -162
Russia -11.2% 10.0% 15.0% 15.0% 8.3% 4.2% 5.0% 20.0% 15.0% 8.4% 3.3% 500 -500 0 -9 85
Brazil -19.9% 8.0% 5.0% 6.0% 6.0% 12.0% 5.0% 5.0% 6.0% 6.0% 12.0% 300 0 0 0 0
India 7.6% 11.5% 13.2% 10.0% 10.0% 5.9% 11.5% 13.2% 10.0% 10.0% 5.9% 0 0 0 0 0
China 14.5% 1.4% 1.7% 3.6% 3.9% 2.5% 1.4% 1.7% 3.6% 3.9% 2.5% 0 0 0 0 0
Asia (ex-China/Japan/India) 0.5% 3.2% 3.8% 3.6% 3.0% 2.2% 3.2% 3.8% 3.6% 3.0% 2.2% 0 0 0 0 0
Global 5.0% 1.6% 1.5% 1.7% 1.7% 3.0% 1.4% 2.0% 1.9% 1.8% 3.4% 23 -51 -29 -6 -44

Source: Goldman Sachs Global Investment Research, IHS
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BMW (Neutral): expect €1.73 bn auto EBIT, 8.3% margin

3Q results preview
We update our interim estimates but leave our FY17 forecasts largely unchanged. We have slightly reduced our 3Q17 EPSn

estimate to €2.65 (from €2.72).

We cut our auto EBIT slightly (€60 mn), primarily on slightly weaker consolidated volumes and softer positive mixn

development. We expect 3Q17 auto EBIT of €1.73 bn, and 8.3% margin.

Our FY17 EBIT of €9.9 bn is in line with Bloomberg consensus.n

Call details
BMW reports 3Q17 results on Tuesday, November 7, we expect before market open (usually 6:30 am). The group resultsn

call is typically presented around midday.

Key performance indicators
Group PBT: slight increase yoy (GSe +9.6%).n

Auto: EBIT margin within 8-10% (GSe 9.0%), solid increase in revenues yoy (GSe 0.1%).n
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Valuation and risks
Our 12-month price target is €86 (from €84) is based on updated (higher) automotive volume forecasts for 2018-21, and
assumes an EV/IC:ROIC/WACC methodology. Risks: lower (or higher) organic volume growth, weaker (or more resilient)
consolidated China profitability, especially owing to market pricing developments, worse (or better) structural cost
containment efforts, and significant FX moves versus euro, notably on key exposures such as USD, CNY and GBP.

Exhibit 5: Our BMW estimates

3Q 2016 3Q 2017E 2017E 2018E 2019E
Revenues
Auto 21,564 20,776 86,475 87,903 89,449
Motorcycles 451 496 2,276 2,390 2,509
Financial Services 6,403 6,899 28,252 29,477 30,559
Reconciliation -5,056 -5,142 -20,351 -20,791 -21,350
Total Revenue 23,362 23,029 96,653 98,979 101,167

EBIT
Auto 1,837 1,734 7,806 7,828 7,068
Motorcycles 32 36 208 219 231
Financial Services 576 614 2,327 2,428 2,517
Reconciliation -65 -25 -414 -419 -393
Total EBIT 2,380 2,359 9,927 10,056 9,423

EBIT Margin
Auto 8.5% 8.3% 9.0% 8.9% 7.9%
Motorcycles 7.1% 7.2% 9.1% 9.2% 9.2%
Financial Services 9.0% 8.9% 8.2% 8.2% 8.2%
Group EBIT Margin 10.2% 10.2% 10.3% 10.2% 9.3%

PreTax Profit 2,575 2,449 10,592 10,551 9,932
Net Income 1,806 1,740 7,521 7,493 7,053
EPS 2.75 2.65 11.45 11.41 10.74
DPS 3.40 3.40 3.40

Net industrial cash -6,853 -8,548 -9,688 -10,993 -11,867
Net interest bearing debt -16,715 -20,169 -21,765 -23,070 -23,944

Company-defined FCF 893 1,016 4,374 3,539 3,109

Source: Company data, Goldman Sachs Global Investment Research
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Daimler (Buy): expect €3.3 bn headline EBIT (8.3% margin), affected by €550 mn of additional 3Q
one-offs

3Q results preview
We update our interim estimates but leave our FY17 forecasts largely unchanged. Our reported 3Q17 EPS estimate isn

lower at €1.99 (from €2.11), as we incorporate one-off costs of €500 mn in the Mercedes division (diesel fixes and air bag
recalls) and an additional €50 mn in the Trucks division.

We expect 3Q17 group EBIT of €3.8 bn, and a margin of 9.7%. We make the following adjustments to divisional EBIT: onn

the positive side, we expect better EBIT at Mercedes (modestly lower investment costs), Trucks (stronger volumes) and
Finco (better margin); on the negative side, we forecast weaker EBIT at Vans (volumes).

Our FY17 estimate for Daimler’s underlying EBIT is €14.8 bn (ex one-offs), 3% ahead of Bloomberg consensus.n

Call details
Daimler reports its 3Q17 results on Friday, October 19, at 6:30 am. Analyst call at 1:00 pm, dial-in: +44 20 30 09 24 58.n

Key performance indicators
2017 sales outlook

Mercedes: significantly highern

Trucks: slightly highern

Vans: significantly highern

Buses: significantly highern

2017 reported EBIT guidance

Group: significantly aboven

Mercedes: significantly aboven

Trucks: prior-year leveln

Vans: prior-year leveln

Buses: slightly aboven
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Financial services: slightly aboven

Note: Comparisons are versus 2016. On volumes, “significantly” = >5%; “slightly” = 1.5% to 5%; and “equal” = within
+/-1.5%. On EBIT, “significantly” = >10%; “slightly” = 2.5% to 10%; and “equal” = within +/-2.5%.

Exhibit 6: Our Daimler estimates

3Q 2016 3Q 2017E FY2017E FY2018E FY2019E
Sales

Mercedes 23,251 23,339 93,943 91,418 95,192
Trucks 7,851 8,301 34,506 36,068 37,700
Vans 3,120 3,083 13,108 13,968 14,384
Buses 937 984 4,385 4,516 4,652
Financial Services 5,133 5,679 22,857 23,047 24,845
Eliminations -1,695 -1,787 -7,253 -7,262 -7,596
Group 38,597 39,599 161,545 161,756 169,177

Special items 27 -550 -360 0 0

EBIT (from ongoing business)
Mercedes 2,659 2,506 9,600 8,950 8,170
Trucks 510 650 2,205 2,746 3,269
Vans 319 235 1,168 1,172 1,200
Buses 52 25 190 185 180
Financial Services 438 513 2,024 2,041 2,200
Eliminations 32 -98 -357 -264 -269
Group 4,010 3,831 14,830 14,830 14,750

Underlying Margin (%)
Mercedes 11.4% 10.7% 10.2% 9.8% 8.6%
Trucks 6.5% 7.8% 6.4% 7.6% 8.7%
Vans 10.2% 7.6% 8.9% 8.4% 8.3%
Buses 5.5% 2.5% 4.3% 4.1% 3.9%
Financial Services 8.5% 9.0% 8.9% 8.9% 8.9%
Group 10.4% 9.7% 9.2% 9.2% 8.7%

Net Income 2,598 2,125 9,326 9,569 9,506
EPS 2.43 1.99 8.72 8.94 8.89
Net liquidity 17,906 19,676 20,258 20,816 20,535
Free cash flow 473 736 3,782 4,035 3,195
DPS (FY) NA NA 3.25 3.25 3.25

Source: Company data, Goldman Sachs Global Investment Research
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Valuation and risks
Our 12m price target of €81 (unchanged) is based on 2018E ROIC framework (€80, 75% weighting) and SOTP (€83, 25%
weighting). Risks: diesel-related legal risks, adverse FX, slower end-market growth and higher-than-expected investment
spend.
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FCA (Buy, on CL): expect €1.89 bn group EBIT, 7.1% margin

3Q results preview
We lower our FY17 EBIT forecast by 4% to incorporate weaker ytd NAFTA volumes, where we now forecast a 6%n

decline this year (previously -2%). Our 3Q17 EPS estimate is lower at €0.59 (from €0.62) on lower full-year estimates.

We expect 3Q17 group EBIT of €1.89 bn (+26% yoy), and a margin of 7.1% (5.6% in 3Q16).n

Our FY17 estimate for FCA’s underlying EBIT is now €7.6 bn, 7% ahead of Bloomberg consensus.n

Call details
FCA reports 3Q17 results on Tuesday, October 24, we expect during market hours (usually mid-morning to midday). Then

group results call is at 4:00 pm UKT, dial-in: +44 (0)20 3427 1909, access code: 9117097.

Key performance indicators
2017 targets

Revenues €115-120 bn (GSe €113 bn)n

Adjusted EBIT >€7.0 bn (GSe €7.6 bn)n

Adjusted net profit >€3.0 bn (GSe €3.9 bn)n

Net industrial debt <€2.5 bn (GSe €2.4bn)n

2018 Plan targets

Revenues ~€136bn (GSe €116 bn)n

Adjusted EBIT €8.7-9.8 bn (GSe €9.1 bn)n

Adjusted net profit €4.7-5.5 bn (GSe €5.2 bn)n

Net industrial cash €4.0-5.0 bn (GSe €3.3 bn)n
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Exhibit 7: Our FCA estimates

mn 3Q2016 3Q2017E 2017E 2018E 2019E

Net Revenue 26,836 26,586 112,697 116,492 116,468
NAFTA 16,810 15,735 66,902 66,768 66,779
LATAM 1,491 1,868 8,041 8,801 9,050
APAC 861 753 2,859 3,340 2,871
EMEA 5,070 5,211 22,855 24,154 24,378
Maserati 873 1,179 4,871 5,845 5,260
Components 2,390 2,511 10,147 10,662 11,206
Other and Eliminations -659 -669 -2,977 -3,078 -3,077

EBIT (adjusted) 1,500 1,894 7,560 9,070 9,290
NAFTA 1,281 1,373 5,603 6,344 6,472
LATAM -16 74 224 357 464
APAC 21 40 115 288 281
EMEA 104 172 750 897 962
Maserati 103 164 632 846 738
Components 112 135 543 644 681
Other and Eliminations -105 -63 -308 -307 -309

EBIT margin 5.6% 7.1% 6.7% 7.8% 8.0%
NAFTA 7.6% 8.7% 8.4% 9.5% 9.7%
LATAM -1.1% 3.9% 2.8% 4.1% 5.1%
APAC 2.4% 5.3% 4.0% 8.6% 9.8%
EMEA 2.1% 3.3% 3.3% 3.7% 3.9%
Maserati 11.8% 13.9% 13.0% 14.5% 14.0%
Components 4.7% 5.4% 5.4% 6.0% 6.1%
Other and Eliminations 15.9% 9.5% 10.3% 10.0% 10.0%

Net Profit after minorities 608 924 3,855 5,146 5,380
EPS (unadjusted) 0.39 0.60 2.48 3.32 3.47

Net cash (debt) -6,514 -2,765 -2,421 3,317 7,934

Source: Company data, Goldman Sachs Global Investment Research
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Valuation and risks
Our new 12m price targets are €25.30/$29.40 (from €25.90/$30.10) on lower EBIT estimates, and are based on a 50:50
weighting for ROIC (€19.20/$22.40) and SOTP value (€31.30). Risks: Execution risks; US SAAR; US incentives; CO2
compliance cost; Mexico/US tariffs; sustainability of improved margins; deleveraging slower than we expect; key
management transition post-2018; additional cost headwinds from the potential escalation of FCA’s ongoing emissions
disputes.
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Volkswagen (Buy, on CL): expect €4.1 bn group EBIT (underlying), €2.5 bn provision cash-out

3Q results preview
We keep the underlying FY17 EBIT estimate unchanged as stronger European end-market demand has been offset byn

market-share losses at VW. The headline EBIT figure is lower by 14% or €2.5 bn accounting for the announced €2.5 bn
provision relating to the buyback/retrofit programme in the US. Our reported 3Q17 EPS estimate is lower at €2.28 (from
€6.30).

We expect 3Q17 group EBIT of €4.1 bn (€1.56 bn including the provisions), and a margin of 7.5% (2.9% includingn

provisions).

Our FY17 estimate for VW’s underlying EBIT is €17.5 bn, 9% ahead of Bloomberg consensus.n

Call details
VW reports 3Q17 results on Friday, October 27, we expect around market open. The group results call is typicallyn

presented around midday.

Key performance indicators
Revenue >4% (GSe +5.6%)n

Operating margin 6.0-7.0% (GSe 7.6%)n

VW brand operating margin 2.5-3.5% (GSe 4.6%)n
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Valuation and risks
We lower our 12m price target to €195 (from €200) on higher diesel-related provisions. Our price target is based on an
EV/IC:ROIC/WACC methodology.  Risks: Faster China profit contraction; weaker volumes/price/mix; electric/emissions
investment costs; further diesel fallout.

Exhibit 8: Our VW estimates

3Q 2016 3Q 2017E FY 2017E FY 2018E FY 2019E

Revenues 51,996 54,274 229,486 243,295 250,421
VW brand 24,719 18,834 77,345 84,280 86,664
Audi 13,883 14,272 60,248 61,561 64,618
Porsche 5,541 5,421 22,255 23,300 25,012
Skoda 2,999 3,137 15,590 15,229 14,571

Operating Profit (excluding one-offs) 3,750 4,060 17,476 19,204 19,400
VW brand 363 687 3,568 4,234 3,806
Audi 1,252 1,297 4,962 5,030 5,159
Porsche 1,028 978 4,156 4,391 4,576
Skoda 255 298 1,517 1,459 1,329

Operating Margin (%) 7.2% 7.5% 7.6% 7.9% 7.7%
VW brand 1.5% 3.6% 4.6% 5.0% 4.4%
Audi 9.0% 9.1% 8.2% 8.2% 8.0%
Porsche 18.6% 18.0% 18.7% 18.8% 18.3%
Skoda 8.5% 9.5% 9.7% 9.6% 9.1%

Profit Before Taxes/EBT 3,348 1,627 15,276 19,968 20,135
EPS 4.54 2.28 20.72 29.35 29.58
DPS (preferred) 3.16 4.56 6.06
Automotive net liquidity 31,115 25,198 22,268 23,066 30,921

Source: Company data, Goldman Sachs Global Investment Research
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PSA (Neutral): expect €12.3 bn revenues, with €7.9 bn automotive revenues

3Q results preview
We raise our FY17 EBIT forecast by 3% (or €0.1 bn) as we now forecast better volume growth in Europe (on bettern

end-market outlook) and a slower rate of decline in China volumes (for 2017). On average, we expect PSA volumes to
grow by 3% to 2021 (vs. 2.4% average growth previously).

We expect 3Q17 group revenues of €12.26 bn, with automotive revenues at €7.94 bnn

Our FY17 estimate for PSA’s underlying EBIT is €3.7 bn, 11% ahead of Bloomberg consensusn

Call details
PSA reports 3Q17 results on Wednesday, October 25, we expect around market open. Group earnings calls are typicallyn

held before market open.

Key performance indicators
Recurring auto margin 2016-18 (average) of over 4.5% (GSe 6.3%)n

Recurring auto margin 2021 of at least 6% (GSe 5.2%)n

Group revenue growth 2018 vs 2015 of 10% (constant currency) (GSe 15.1%)n

Group revenue growth 2021 vs 2018 of 15% (constant currency) (GSe 10.5%)n
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Valuation and risks
We modestly raise our 12m price target to €21.0 (from €20.8), due to higher volume estimates. Our price target is based on
an EV/IC:ROIC/WACC methodology. Risks: perceptions on the merits of an Opel acquisition and/or likelihood of the deal
closing; sales volumes; China volumes/pricing; FX (particularly GBP); restructuring; and upside risk of a re-rating on stronger
growth prospects.

Exhibit 9: Our PSA estimates

3Q 2016 3Q 2017E 2017E 2018E 2019E
Revenues
Automotive 7,542 7,942 38,814 41,355 45,358
Faurecia (actual) 4,241 4,851 20,043 20,660 21,366
Other -378 -535 -1,846 -1,950 -2,105
Total 11,405 12,258 57,011 60,065 64,619

Operating Profit
Automotive 2,620 2,580 2,870
Faurecia 1,082 1,119 1,153
Other 40 40 40
Total 3,741 3,739 4,063

Auto margin 6.8% 6.2% 6.3%

Non-recurring items -400 -300 -300

Net income 2,137 2,155 2,472

EPS 2.37 2.39 2.74
DPS 0.53 0.53 0.61

Net cash (debt) 7,858 8,279 8,884

Source: Company data, Goldman Sachs Global Investment Research
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Renault (Neutral): expect €11.8 bn revenues; with €10.6 bn automotive revenues

3Q results preview
We update our interim estimates but leave our FY17 forecasts broadly unchanged. For 2018-21, we lower our EBITn

forecasts modestly to account for slightly weaker volume growth (5% on average vs 4.3% previously) and higher FX
headwinds (€230 mn vs €130 mn previously).

For 3Q17, we expect group revenues of €11.8 bn, with automotive revenues at €10.55 bn.n

Our FY17 estimate for Renault’s underlying EBIT is €3.4 bn, 5% below Bloomberg consensus.n

Call details
Renault reports its 3Q17 results on October 24, we expect before market open. Results call at 5:00 pm UKT, dial-in: + 33n

(0)1 72 00 15 10 Code: 47312542#.

Key performance indicators
Group revenues growing (ex-Avtovaz) at constant FXn

Group operating profit improvement (even with Avtovaz consolidation -which is a headwind)n

Positive auto FCFn
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Valuation and risks
We modestly lower our 12m price target to €87 (from €89), due to lower EBIT estimates. Our price target is based on an
EV/IC:ROIC/WACC methodology. Risks: (1) better (worse) volumes or pricing, particularly in Europe, LatAm, and Russia; (2)
changing view of profitability especially on CO2 costs, R&D and the Monozukuri efficiency programme; (3) FX moves (GBP,
BRL, and JPY); (4) earnings and dividend developments at partner Nissan; and (5) changing perceptions of the possibility of a
full merger with Nissan.

Exhibit 10: Our Renault estimates

3Q 2016 3Q 2017E 2017E 2018E 2019E
Group revenues

Automotive 9,989 10,549 53,551 53,608 55,834
Sales financing 557 610 2,499 2,612 2,644
Avtovaz 0 676 2,725 3,540 4,251
Group revenue 10,546 11,834 58,775 59,760 62,730

Operating profit
Automotive 2,371 2,331 2,344
Margin 4.4% 4.3% 4.2%
Sales financing 1,054 1,102 1,115
Avtovaz 0 35 128
Group 3,425 3,468 3,587
Margin 5.8% 5.8% 5.7%

Nissan/associates 2,447 1,999 2,118
Net income 4,421 3,939 4,070

Automotive operations
Free cash flow 999 854 1,074
Net cash position 3,028 3,156 3,514

EPS 16.22 14.45 14.94
DPS 3.20 3.18 3.30

Source: Company data, Goldman Sachs Global Investment Research
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Ferrari (Neutral): expect €206 mn group EBIT, 25% margin

3Q results preview
We update our interim estimates modestly but leave our FY17 forecasts essentially unchanged. Our 3Q17 EPS estimaten

is unchanged at €0.75.

We expect 3Q17 EBIT of €206 mn, and 25% margin. We cut our EBIT slightly (by €1 mn) as we reduce our volumen

forecast to +3% (from +5%) on weaker US growth.

Our FY17E EBIT of €817 mn is 10% ahead of Bloomberg consensus.n

Call details
Ferrari reports its 3Q17 results on November 2. Results call at 3:00 pm UKT, dial-in: +44 20 3427 1906; access Code:n

5897151. 

Key performance indicators
Group shipments ~8,400 units (GSe: 8,450)n

Revenues of >€3.3 bn (GSe: €3.5 bn)n

Adj. EBITDA: > €950 mn (GSe: €1.1 bn)n

Net industrial debt: ~€500 mn (GSe €426 mn)n
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Valuation and risks
Our 12-month price targets for Ferrari are unchanged at €110/$131. We value Ferrari on a 10-year DCF to capture the
long-term growth of the automotive business, which we expect to eventually reach 15k units sold per year. We use a WACC
of 8% and terminal growth rate of 3%, in line with our European luxury goods team.

Key upside risks to our thesis include: more potential for brand extension than expected, allowing Ferrari to grow volumes
and/or pricing more than we model while preserving brand strength; and more growth at and the importance of Ferrari’s
commercial and brand activities than we expected (we model limited growth). Key downside risks are: damage to the iconic
Ferrari brand/image, which could weaken profitability and cause the stock to de-rate; a less distinctive electric engine than its
current gasoline engines; emission regulations, specifically EPA regulations and negative press attention; slowdown in HNWI
luxury spend; economic downturn, which could be a large headwind in the short term from order cancellation and lower
take-rate for options/personalisation.

Exhibit 11: Our Ferrari estimates

3Q16 3Q17E 2017E 2018E 2019E

Revenue 783 824 3,484 3,588 3,829
Cars and spare parts 537 570 2,451 2,505 2,777
Engines 97 107 455 488 453
Sponsorship, commercial and brand 125 127 497 515 519
Other 24 19 80 80 80

Adjusted EBIT 172 206 817 822 917
% margin 22.0% 25.0% 23.5% 22.9% 24.0%

Adjusted EBITDA 234 278 1,104 1,125 1,237
% margin 29.9% 33.7% 31.7% 31.4% 32.3%

Net profit (adjusted) 113 143 566 573 645
Adjusted EPS (diluted) 0.60 0.75 2.97 3.01 3.39

Net industrial debt -585 -426 -305 -32 300

Source: Company data, Goldman Sachs Global Investment Research
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Our ratings and price targets across the OEM coverage

Exhibit 12: Our ratings and price targets across the OEM coverage
Note: We update our Porsche PT (from €81 to €80) to account for a lower VW PT. Ferrari (Neutral) price target is based on DCF methodology.

ROIC-
Share Target FMCC EV/ EV/IC Net debt Minorities Equity based SOTP SOTP Price Dividend
price ROIC IC ROIC/WACC EV (cash) Pension / other adj value NoSh fair value Rating value weight target Upside DPS yield TSR

BMW 87.4 8.8% 10.0% 0.75 0.85 48,208 -10,993 3,164 358 55,680 649 86 Neutral 86 -2% 3.40 4% 2%
Daimler 68.7 8.7% 10.0% 0.74 0.85 75,683 -20,533 8,100 2,799 85,317 1,070 80 BUY 83 25% 81 18% 3.25 5% 23%
FCA 14.7 8.1% 10.0% 0.49 0.60 35,065 -3,317 8,393 207 29,782 1,552 19.2 BUY* 31.3 50% 25.3 72% 0.00 0% 72%
FCA (US) US$ 17.3 22.4 BUY* 36.5 50% 29.4
PSA 20.3 6.8% 10.0% 0.41 0.60 13,579 -8,279 376 2,593 18,889 901 21.0 Neutral 21.0 4% 0.53 3% 6%
Renault 85.7 5.3% 10.0% 0.45 0.85 24,756 -3,156 1,771 427 25,715 296 87 Neutral 87 1% 3.18 4% 5%
Porsche 57.1 80 BUY 80 40% 1.56 3% 43%
VW 143 6.6% 10.0% 0.56 0.85 132,520 -23,066 33,012 16,251 106,324 544 195 BUY* 195 36% 4.56 3% 39%
Ferrari 98.3 110 12% 0.90 1% 13%
Ferrari (US) US$ 115.8 131 13%

Source: Company data, Goldman Sachs Global Investment Research, FactSet

Exhibit 13: Upside/downside to our 12-month price targets
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Our global light vehicle volume forecasts

Exhibit 14: Our global light vehicle volume forecasts
mn units

2014 2015 2016 2017E 2018E 2019E 2020E 2021E 2016 2017E 2018E 2019E 2020E 2021E
USA 16.5 17.5 17.6 17.2 16.6 15.7 15.0 15.9 0.4% -2.0% -3.5% -5.4% -4.5% 6.0%
Japan 5.6 5.0 5.0 4.8 4.8 4.7 4.5 4.5 -1.5% -3.4% 0.0% -2.1% -4.3% 0.0%
Total Europe 18.3 18.9 19.8 20.4 20.8 21.2 21.3 21.3 4.8% 3.0% 2.2% 1.5% 0.5% 0.4%

Western Europe 13.6 14.9 15.9 16.2 16.2 16.0 15.8 15.7 6.4% 2.0% 0.0% -0.9% -1.3% -0.7%
Passenger car 12.0 13.0 13.8 14.0 14.0 13.9 13.7 13.6 5.6% 1.8% 0.2% -0.9% -1.3% -0.7%

Germany 2.9 3.0 3.2 3.2 3.2 3.1 3.0 3.0 4.1% 1.0% 0.0% -3.0% -3.2% -0.9%
France 1.8 2.0 2.1 2.1 2.1 2.1 2.1 2.0 4.9% 3.5% 1.0% 0.0% -3.5% -1.3%
Italy 1.4 1.6 1.8 2.0 2.0 2.0 2.0 2.0 15.8% 7.0% 2.0% 1.0% 1.0% -0.7%
UK 2.5 2.6 2.7 2.5 2.4 2.4 2.3 2.3 2.0% -5.0% -4.0% -3.0% -1.0% -0.2%
Spain 0.9 1.0 1.1 1.2 1.2 1.3 1.3 1.3 10.8% 6.0% 2.0% 4.0% 3.1% 1.0%
Other 2.6 2.8 2.9 3.0 3.0 3.0 3.0 2.9 3.4% 3.0% 1.4% -0.9% -1.3% -1.1%

LCV 1.7 1.9 2.1 2.2 2.1 2.1 2.1 2.1 11.7% 3.0% -1.0% -0.6% -1.3% -0.8%
Eastern Europe (ex-Russia) 2.2 2.4 2.5 2.7 2.9 3.1 3.2 3.3 6.2% 5.0% 7.6% 6.6% 4.6% 2.9%
Russia 2.5 1.6 1.4 1.6 1.8 2.1 2.2 2.3 -11.2% 10.0% 15.0% 15.0% 8.3% 4.2%

Brazil 3.3 2.5 2.0 2.1 2.3 2.4 2.5 2.8 -19.9% 8.0% 5.0% 6.0% 6.0% 12.0%
India 2.9 3.1 3.4 3.8 4.3 4.7 5.1 5.5 7.6% 11.5% 13.2% 10.0% 10.0% 5.9%
China 23.1 24.4 27.9 28.3 28.8 29.9 31.0 31.8 14.5% 1.4% 1.7% 3.6% 3.9% 2.5%

China pass. car 19.1 20.8 24.3 25.0 25.5 26.5 27.6 28.3 17.1% 3.0% 2.0% 4.0% 4.0% 2.5%
China LCV 4.0 3.6 3.6 3.3 3.3 3.3 3.4 3.5 0.2% -9.0% -0.2% 0.3% 2.8% 1.9%

Asia (ex-China/Japan/India) 5.4 5.5 5.5 5.7 5.9 6.1 6.3 6.4 0.5% 3.2% 3.8% 3.6% 3.0% 2.2%
o/w South Korea 1.7 1.8 1.8 1.7 1.7 1.7 1.8 1.8 -0.5% -8.8% 2.0% 2.0% 2.0% 2.0%

RoW 11.4 11.4 11.5 11.9 12.2 12.6 13.1 13.6 1.4% 2.8% 2.5% 3.8% 4.0% 3.5%
Global 86.5 88.3 92.7 94.2 95.6 97.2 98.9 101.8 5.0% 1.6% 1.5% 1.7% 1.7% 3.0%

Source: Goldman Sachs Global Investment Research, IHS
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Growth, Financial Returns, Multiple (e.g. valuation) and Integrated (a composite of Growth, Financial Returns and Multiple). Growth, Financial Returns and Multiple are calculated by using normalized ranks
for specific metrics for each stock. The normalized ranks for the metrics are then averaged and converted into percentiles for the relevant attribute. The precise calculation of each metric may vary
depending on the fiscal year, industry and region, but the standard approach is as follows:

Growth is based on a stock’s forward-looking sales growth, EBITDA growth and EPS growth (for financial stocks, only EPS and sales growth), with a higher percentile indicating a higher growth company.
Financial Returns is based on a stock’s forward-looking ROE, ROCE and CROCI (for financial stocks, only ROE), with a higher percentile indicating a company with higher financial returns. Multiple is
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M&A Rank
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departmental guidelines we incorporate an M&A component into our target price. M&A rank of 3 is considered immaterial and therefore does not factor into our price target, and may or may not be
discussed in research.

Quantum
Quantum is Goldman Sachs’ proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for in-depth analysis of a single company, or to make
comparisons between companies in different sectors and markets. 

GS SUSTAIN
GS SUSTAIN is a global investment strategy focused on the generation of long-term alpha through identifying high quality industry leaders. The GS SUSTAIN 50 list includes leaders we believe to be well
positioned to deliver long-term outperformance through superior returns on capital, sustainable competitive advantage and effective management of ESG risks vs. global industry peers. Candidates are
selected largely on a combination of quantifiable analysis of these three aspects of corporate performance.
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been prepared by Goldman Sachs without taking into account a client’s objectives, financial situation or needs. A client should, before acting on any such advice, consider the appropriateness of the advice
having regard to the client’s own objectives, financial situation and needs.  Brazil: Disclosure information in relation to CVM Instruction 483 is available at
http://www.gs.com/worldwide/brazil/area/gir/index.html. Where applicable, the Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 16 of CVM
Instruction 483, is the first author named at the beginning of this report, unless indicated otherwise at the end of the text.  Canada: Goldman Sachs Canada Inc. is an affiliate of The Goldman Sachs Group
Inc. and therefore is included in the company specific disclosures relating to Goldman Sachs (as defined above). Goldman Sachs Canada Inc. has approved of, and agreed to take responsibility for, this
research report in Canada if and to the extent that Goldman Sachs Canada Inc. disseminates this research report to its clients.  Hong Kong: Further information on the securities of covered companies
referred to in this research may be obtained on request from Goldman Sachs (Asia) L.L.C.  India: Further information on the subject company or companies referred to in this research may be obtained
from Goldman Sachs (India) Securities Private Limited, Research Analyst - SEBI Registration Number INH000001493, 951-A, Rational House, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India,
Corporate Identity Number U74140MH2006FTC160634, Phone +91 22 6616 9000, Fax +91 22 6616 9001. Goldman Sachs may beneficially own 1% or more of the securities (as such term is defined in
clause 2 (h) the Indian Securities Contracts (Regulation) Act, 1956) of the subject company or companies referred to in this research report.  Japan: See below.  Korea: Further information on the subject
company or companies referred to in this research may be obtained from Goldman Sachs (Asia) L.L.C., Seoul Branch.  New Zealand: Goldman Sachs New Zealand Limited and its affiliates are neither
“registered banks” nor “deposit takers” (as defined in the Reserve Bank of New Zealand Act 1989) in New Zealand. This research, and any access to it, is intended for “wholesale clients” (as defined in the
Financial Advisers Act 2008) unless otherwise agreed by Goldman Sachs.  Russia: Research reports distributed in the Russian Federation are not advertising as defined in the Russian legislation, but are
information and analysis not having product promotion as their main purpose and do not provide appraisal within the meaning of the Russian legislation on appraisal activity.  Singapore: Further information
on the covered companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte. (Company Number: 198602165W).  Taiwan: This material is for reference only and must not
be reprinted without permission. Investors should carefully consider their own investment risk. Investment results are the responsibility of the individual investor.  United Kingdom: Persons who would be
categorized as retail clients in the United Kingdom, as such term is defined in the rules of the Financial Conduct Authority, should read this research in conjunction with prior Goldman Sachs research on the
covered companies referred to herein and should refer to the risk warnings that have been sent to them by Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial
terms used in this report, are available from Goldman Sachs International on request.  

Rating Distribution Investment Banking Relationships

Buy Hold Sell Buy Hold Sell

Global 33% 54% 13% 64% 57% 53%
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European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/125/EC is available at
http://www.gs.com/disclosures/europeanpolicy.html which states the European Policy for Managing Conflicts of Interest in Connection with Investment Research.  

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 69, and a member of Japan Securities Dealers
Association, Financial Futures Association of Japan and Type II Financial Instruments Firms Association. Sales and purchase of equities are subject to commission pre-determined with clients plus
consumption tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance
Company.  

Ratings, coverage groups and views and related definitions
Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy or Sell on an Investment List is determined by a stock’s
total return potential relative to its coverage. Any stock not assigned as a Buy or a Sell on an Investment List with an active rating (i.e., a  stock that is not Rating Suspended, Not Rated, Coverage
Suspended or Not Covered), is deemed Neutral. Each regional Investment Review Committee manages various regional Investment Lists to a global guideline of 25%-35% of stocks as Buy and 10%-15%
of stocks as Sell; however, the distribution of Buys and Sells in any particular analyst’s coverage group may vary as determined by the regional Investment Review Committee. Additionally, each Investment
Review Committee manages Regional Conviction lists, which represent investment recommendations focused on the size of the total return potential and/or the likelihood of the realization of the return
across their respective areas of coverage.  The addition or removal of stocks from such Conviction lists do not represent a change in the analysts’ investment rating for such stocks.   

Total return potential represents the upside or downside differential between the current share price and the price target, including all paid or anticipated dividends, expected during the time horizon
associated with the price target. Price targets are required for all covered stocks. The total return potential, price target and associated time horizon are stated in each report adding or reiterating an
Investment List membership. 

Coverage groups and views: A list of all stocks in each coverage group is available by primary analyst, stock and coverage group at http://www.gs.com/research/hedge.html. The analyst assigns one of the
following coverage views which represents the analyst’s investment outlook on the coverage group relative to the group’s historical fundamentals and/or valuation.  Attractive (A). The investment outlook
over the following 12 months is favorable relative to the coverage group’s historical fundamentals and/or valuation.  Neutral (N). The investment outlook over the following 12 months is neutral relative to
the coverage group’s historical fundamentals and/or valuation.  Cautious (C). The investment outlook over the following 12 months is unfavorable relative to the coverage group’s historical fundamentals
and/or valuation.  

Not Rated (NR). The investment rating and target price have been removed pursuant to Goldman Sachs policy when Goldman Sachs is acting in an advisory capacity in a merger or strategic transaction
involving this company and in certain other circumstances.  Rating Suspended (RS). Goldman Sachs Research has suspended the investment rating and price target for this stock, because there is not a
sufficient fundamental basis for determining, or there are legal, regulatory or policy constraints around publishing, an investment rating or target. The previous investment rating and price target, if any, are
no longer in effect for this stock and should not be relied upon.  Coverage Suspended (CS). Goldman Sachs has suspended coverage of this company.  Not Covered (NC). Goldman Sachs does not cover
this company.  Not Available or Not Applicable (NA). The information is not available for display or is not applicable.  Not Meaningful (NM). The information is not meaningful and is therefore excluded.  

Global product; distributing entities
The Global Investment Research Division of Goldman Sachs produces and distributes research products for clients of Goldman Sachs on a global basis. Analysts based in Goldman Sachs offices around the
world produce equity research on industries and companies, and research on macroeconomics, currencies, commodities and portfolio strategy. This research is disseminated in Australia by Goldman Sachs
Australia Pty Ltd (ABN 21 006 797 897); in Brazil by Goldman Sachs do Brasil Corretora de Títulos e Valores Mobiliários S.A.; Ombudsman Goldman Sachs Brazil: 0800 727 5764 and / or
ouvidoriagoldmansachs@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Ouvidoria Goldman Sachs Brasil: 0800 727 5764 e/ou ouvidoriagoldmansachs@gs.com. Horário de
funcionamento: segunda-feira à sexta-feira (exceto feriados), das 9h às 18h; in Canada by either Goldman Sachs Canada Inc. or Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in
India by Goldman Sachs (India) Securities Private Ltd.; in Japan by Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman
Sachs New Zealand Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States of America by Goldman Sachs
& Co. LLC. Goldman Sachs International has approved this research in connection with its distribution in the United Kingdom and European Union. 

European Union: Goldman Sachs International authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority, has approved this
research in connection with its distribution in the European Union and United Kingdom; Goldman Sachs AG and Goldman Sachs International Zweigniederlassung Frankfurt, regulated by the Bundesanstalt
für Finanzdienstleistungsaufsicht, may also distribute research in Germany. 

General disclosures
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we consider reliable, but we do not represent it is accurate or
complete, and it should not be relied on as such. The information, opinions, estimates and forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek
to update our research as appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority of reports are published at
irregular intervals as appropriate in the analyst’s judgment.

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment banking and other business relationships with a
substantial percentage of the companies covered by our Global Investment Research Division. Goldman Sachs & Co. LLC, the United States broker dealer, is a member of SIPC (http://www.sipc.org). 

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal trading desks that reflect opinions that are contrary to the
opinions expressed in this research. Our asset management area, principal trading desks and investing businesses may make investment decisions that are inconsistent with the recommendations or
views expressed in this research.
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The analysts named in this report may have from time to time discussed with our clients, including Goldman Sachs salespersons and traders, or may discuss in this report, trading strategies that reference
catalysts or events that may have a near-term impact on the market price of the equity securities discussed in this report, which impact may be directionally counter to the analyst’s published price target
expectations for such stocks. Any such trading strategies are distinct from and do not affect the analyst’s fundamental equity rating for such stocks, which rating reflects a stock’s return potential relative to
its coverage group as described herein.

We and our affiliates, officers, directors, and employees, excluding equity and credit analysts, will from time to time have long or short positions in, act as principal in, and buy or sell, the securities or
derivatives, if any, referred to in this research. 

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not necessarily reflect those of Global Investment
Research and are not an official view of Goldman Sachs.

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the products mentioned that are inconsistent with the
views expressed by analysts named in this report.

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Clients should consider whether any advice or recommendation in this research is suitable for
their particular circumstances and, if appropriate, seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them may fluctuate.
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in exchange rates could have adverse effects on the value or
price of, or income derived from, certain investments. 

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. Investors should review current options disclosure
documents which are available from Goldman Sachs sales representatives or at http://www.theocc.com/about/publications/character-risks.jsp. Transaction costs may be significant in option strategies calling
for multiple purchase and sales of options such as spreads. Supporting documentation will be supplied upon request. 

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by the Global Investment Research division of GS may vary as compared to that
provided to internal and other external clients of GS, depending on various factors including your individual preferences as to the frequency and manner of receiving communication, your risk profile and
investment focus and perspective (e.g., marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  As an
example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request that specific data underlying analysts’ fundamental analysis
available on our internal client websites be delivered to them electronically through data feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material
changes to earnings estimates for equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through electronic publication to our
internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports.

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all research content is redistributed to our clients or
available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our research by third party aggregators. For research, models or other data related to one or more securities,
markets or asset classes (including related services) that may be available to you, please contact your GS representative or go to http://360.gs.com.

Disclosure information is also available at http://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 10282.

© 2017 Goldman Sachs.

No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without the prior written consent of The Goldman Sachs Group, Inc. 
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