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Small caps: can the forgotten factor finally outperform?

European Small caps are down 13% since the end of 2021, while Large caps are up Lilia Peytavin
. . . . +33(1)4212-1716 | lilia.peytavin@gs.com
11%. This has been mostly driven by a derating since central banks embarked on Soldmhan Sachs Bank Europe SE - Paris
ranci

their rate hiking cycle, and Small now trade at a 4% discount to Large caps, one of .
Peter Oppenheimer

their lowest relative valuations (based on 12m fwd PE) since the GFC. +44(20)7562-5782 |
peter.oppenheimer@gs.com
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As we approach the first ECB cut, which our economists expect in June, EA Q1 Sharon Bell

GDP growth has been stronger than expected, and M&A activity is picking up, ;42075521341 | sharon.bel@gs.com
investors are wondering whether this is time to buy small caps. Small caps Guillaume Jaisson
outperformed in Q4 2023, when rate cuts started to be priced. YTD they have given o gs.com

back 2/3 of this outperformance, as markets have postponed cuts. Our economists Goldman Sachs International

have just delayed their BoE and Fed first cut forecast to August and September, Mi&%ﬁ’fﬁ’&”ﬁ%ﬁhee'e

marcus.vonscheele@gs.com

Their view is similar to the market, and we doubt that the timid sequential Goldman Sachs International
growth acceleration will be enough to support Small caps outperformance.

We highlight 4 places where investors can find opportunities within small
caps. (1) LBO targets as private activity picks up (Exhibit 23). This strategy is the
least dependent on bond yields falling; (2) Real Estate and Technology laggards if
bond yields fall further (Exhibit 25 and Exhibit 26); (3) UK small caps; (4) Small caps
with the highest price upside based on the 12m target of our equity analysts
(Exhibit 31).

Exhibit 1: The relative derating of Small caps has closely tracked the rise in bond yields
Price performance STOXX Small vs STOXX Large (indexed to 100 in Jan-19), US 10Y real rates (RHS, Inverted)
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Investors should consider this report as only a single factor in making their 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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1. Small caps need a rate relief

We

view the underperformance of small caps being mainly a function of interest

rates for two reasons (Exhibit 1):

1.

Small caps are not particularly levered, but almost half of the debt of small caps is
floating (compared with less than 30% for large caps). As a result, their balance
sheets are weaker than the market (Exhibit 2) and they are relatively vulnerable to
higher interest rates. Their net debt to EBITDA is 1.3x (1x for Large caps), which is
small compared with Utilities, Telecoms or our \Weak Balance sheet baskets
(GSSTWBAL), with a net debt to EBITDA of 2.5x/3x.

The negative sensitivity of small caps to interest rates is also a function of their
sector composition: compared to large caps, they are overweight Real Estate, as
well as capital intensive industries such as Industrial Goods & Services and
Construction & Materials, all penalised by a high cost of capital. By contrast, they
are underweight Banks, Insurance, and Energy, sectors which tend to outperform
with rising bond yields and inflation (Exhibit 3).

Exhibit 2: While not particularly indebted, Small caps have relatively weak balance sheets based on
Altman Z-Scores (low score = weak)
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The sensitivity of Small caps to bond yields is new. Historically, our Small caps model
shows that they have been driven by growth expectations rather than bond
yields, because in absolute terms, the level of rates was not a concern for weak
balance sheet companies (see Strategy Matters - Small beginnings: Is it time to buy
Small caps?, 18 January 2024). Since 2022, we find the opposite and growth even
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became statistically not significant. A simple correlation exercise shows that Small caps
have had close to zero correlation with bond yields over the past 15 years, while they
are positively correlated to changes in PMI (Exhibit 4).

Exhibit 3: Small caps are overexposed to Real Estate, Industrials Exhibit 4: Small caps, historically, have close to zero correlation
and Construction, sectors impaired by the rising rate environment with changes in bond yields, but outperform when PMIs rise
and the manufacturing downturn Based on 15y correlations
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2. Small caps have been lagging their cyclical factor

Since the beginning of the year, economic growth has been accelerating in the Euro
area (based on Q1 GDP and PMIs) and cyclical sectors have outperformed Defensive
by 6%, bringing up their valuation discount to -26%, after having dipped to -50% at the
end of 2022.

However, companies with high financial leverage or a disadvantageous debt
structure have been left behind: Real Estate, Small caps, Telecoms, our Weak
balance sheet basket (GSSTWBAL) and Utilities are considerably down compared
with their end of 2021 level, while Cyclicals (GSSTCYCL) stand 12% above. As Exhibit 6
shows, based on the historical beta of Small caps or Real Estate to economic activity
(PMls), these companies should have outperformed YTD, but they underperformed.

For small caps to catch up with cyclicals, we need to see bond yields coming back
down, or sequential growth accelerating more sharply than what our economists
expect.
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Exhibit 5: European Small caps have decoupled from Cyclicals Exhibit 6: As PMIs rose YTD, Small caps should have outperformed
Europe Stoxx Small vs. Large just like other cyclicals but they underperformed as bond yields
rose

Relative performance to SXXP. Betas based on changes in Europe
manufacturing PMI since 2022
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On balance, based on their sector mix, small caps are relatively more cyclical than
large caps (see Exhibits 9 and 10 here). To give a point of comparison, they are less
cyclical than the FTSE MIB and roughly as much as the EURO STOXX 50. Historically,
they used to perform closely with cyclical indices and macro indicators of activity, such
as Consumer confidence (Exhibit 7) and economic growth (Exhibit 8). For more, see
Strateqy Matters - What drives European Small caps? Q&A.

Exhibit 7: Small caps tend to outperform with rising consumer Exhibit 8: Small caps tend to outperform with improving activity
confidence data
Europe Small vs. Large price index (YoY) and Europe Consumer Euro area Small vs. Large price index (YoY) and Euro area
confidence (YoY, RHS) Manufacturing PMls (YoY, RHS)
0.20 20 0.25 25
0.15 15 0.20 Euro area Small vs. Large (YoY) 20

10 Euro area Manufacturing PMIs (YoY, RHS)
0.15 15

0.10 .

0.05 0.10 10
0

0.00 0.05 5
-5

-0.05 0.00 0
-10

-0.10 -0.05 5
-15

-0.15 Europe Small vs. Large (YoY) 20 -0.10 -10

-0.20 Europe Consumer confidence (YoY, RHS) 25 -0.15 -15

-0.25 -30 -0.20 -20

=3
o

=3
o

o

Source: Datastream, Bloomberg, Goldman Sachs Global Investment Research Source: Datastream, Haver Analytics, Goldman Sachs Global Investment Research

3. How cheap are small caps?
Small caps trade on a 4% discount to Large caps, one of their lowest valuations
relative to Large caps since the Global financial crisis (Exhibit 9).

That said, Small caps’ expected earnings growth is lower than usual: 10% in FY3
(2026), which is only marginally more than large caps, at 9%. This is a much smaller
earnings growth differential than usual and much smaller than the expected earnings
growth differential between US small caps and the S&P 500 (Exhibit 10 and Exhibit 19).
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Exhibit 9: Small caps trade at a discount to Large caps for the first
time since the Global Financial Crisis
12m fwd P/E Premium / (Discount) STOXX Small vs STOXX Large
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Exhibit 10: FY3 expected EPS growth for European small caps is
lower than usual
Light blue = median since 2008
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4. Small caps can benefit from an M&A pick-up

Small caps suffer from a structural lack of demand, a persistent headwind to their
valuations. Their liquidity is lower (Exhibit 11), they do not benefit from the surge in
passive investment (Exhibit 12), and small companies do less buybacks than their large

counterparts (Exhibit 13).

Exhibit 11: Trading volume on the Primary exchange per day is 9x
higher for European Large caps than Small caps
Monthly Trading Turnover (EUR, bn), Primary exchange

1200 Monthly Trading Turnover

(EUR, bn) 14x

Large vs. Small
(RHS) 12x

1000

800 10 x
8 x
600
6 x
400
4 x
200
2x
0 0x

05 07 09 11 13 15 17 19 21 23

Exhibit 12: Small caps tend to underperform when passive funds
see more inflows than active
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Exhibit 13: Small caps do less buybacks than Large caps and their total net shareholder return is 3.4%,
versus 4.8% for Large caps
Last 12 months total shareholder return yield (%)
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One positive though, is that M&A activity should pick up, which tends to support
the outperformance of Small caps, typical M&A targets (Exhibit 16 and Exhibit 17). In
addition, Small caps tend to outperform when alpha opportunities improve (Exhibit
18), as is currently the case (see Strateqy Espresso: Alpha opportunities to improve
further).

The Sponsor Activity Barometer of our equity analysts, which measures dynamism in
capital markets, has risen 8% yoy on the back of improving capital availability (Exhibit
14), M&A deal counts are rising (after having dropped 30% in 2023, Exhibit 16) as well
as Google trends. The number of searches related to M&A in the UK has jumped, up
35% YTD. This should continue as interest rates are meant to be peaking, broad market
valuations are below the long-run average, growth is accelerating sequentially and
investors' available capital is unprecedentedly high (Exhibit 15).
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Exhibit 14: Sponsor Activity Barometer YoY %

As of 24 May 2024
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Exhibit 15: Investors’ available capital has increased in recent
years

Available capital (capital to be deployed in private markets) by
geography, USD tn
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Exhibit 16: Small caps tend to outperform when M&A activity picks
up
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Exhibit 17: Small caps tend to outperform when our M&A basket
outperforms
GS European M&A Candidates basket: GSTRACQN Index

25%
20% ﬁ

15% \ \.\
10% ! ‘
5% ! m \‘lk k
0% \ L ,'f\ |
v | \ #\
'

-5%
-10% '
-15% = M&A basket vs. SXXP (yoy)

-20%
-25%
-30%

12 14 16 18 20 22 24

Small vs. Large (yoy)

Source: Bloomberg, Goldman Sachs Global Investment Research



For the exclusive use of GIULIA.LORIA@COMMUNITY.IT

Goldman Sachs

Strategy Matters

Exhibit 18: Small caps generally outperform as Alpha opportunities

rise
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5. Europe versus US small caps

In absolute terms, US and Europe small caps are both 16% below their 2021 peak, but

there are significant differences between the two indices:

m A significant share of US Small caps are probably in the early stages of their

business cycle, while a portion of European small caps are former large caps
on a structural decline. In Europe, 6 small caps were actually in the large caps
index 10 years ago, and 28 small caps were mid caps. This is consistent with the
fact that almost one third of the Russell 2000 (31%) is expected to be
non-profitable over the next 12 months (0% of S&P 500) versus only 2% of
European small caps (2% of European Large caps).

The Russell 2000 is more of a Growth index than STOXX Europe Small:
consensus expects its earnings to grow 25% per annum by 2026 (12% for the S&P
500), versus 11 % for European small caps (7% for the SXXP). As we show in Exhibit
19, historically, the expected earnings growth differential in FY3 between the Russell
2000 and the S&P 500 is about 15pp, versus only 4pp between European Small and
Large caps.

That said, revisions to the 2024 EPS estimates have been considerably more
negative for the Russell 2000 than for European small caps. This is also quite
typical as, historically, the realised earnings growth differential between the Russell
2000 and the S&P 500 is only 4pp, versus 15pp expected two years ahead.

In terms of sector composition, US small caps have more Healthcare (Biotech), Tech
and Energy than European small caps, and less Real Estate, Financial Services and
Industrials (Exhibit 22). This means that US Small caps tend to be sensitive to
interest rates because of their duration (especially for Biotech and Tech names),
while European Small caps tend to be sensitive to interest rates because of
their balance sheets. This probably explains why the valuation premium of
European Small caps has dropped more than that of their US counterparts, relative
to Large caps (Exhibit 21).
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®  Russell 2000 companies are smaller than Stoxx Small companies with a median
market cap of USD 4400 millions versus USD 950 millions, respectively.

® |nterms of debt, Russell 2000 is more indebted than European Small caps, with
a net debt to EBITDA of 1.8x vs. 1.3x, respectively. That said, 30% of the debt
structure of the Russell 2000 is based on floating interest rates versus 50% for
European small caps. Overall, balance sheets appear of similar strength for the
Russell 2000 and European small caps, based on Altman z-scores (Exhibit 2). We
would note that the differential is greater between the Russell 2000 and the S&P
500 which has only 6% of its debt with floating interest rates (30% for the SXXP).

Exhibit 19: The expected profit growth differential between US
Small caps and the S&P 500 tends to be much larger than for
European Small caps, but the realised differential is not as large...
FY3 EPS growth differential 2y ahead
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Exhibit 20: EPS revisions of the Russell 2000 have been deeply
negative while those of European small caps have heen resilient
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Exhibit 21: The relative valuation of European small caps has
dropped more than that of US small caps
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Exhibit 22: US small caps have more Healthcare (Biotech), Tech
and Energy than European small caps, and less Real Estate,
Financial Services and Industrials

Sector Composition

Sector STOXX 600 STOXX Small S&P Russell 2000
Autos 3.0% 1.8% 0.7% 1.4%
Banks P e% 2% 3.3%
Basic Res. 2.7% 3.5% 2.3% 0.5%
Chemicals 2.4% 3.5% 1.3% 1.0%
Cons. & Mat. 3.6% 6.5% 4.7% 0.6%
Cons. Prod. & Svs. [EB%I  6.7% 5.7% 1.5%
Energy 5.8% 2.0% 3.7%
Fin. Svs. 41% 4.5%

Food & Bev. 6.2% 5.1% 2.0% 2.7%
Healthcare

Indus. Gds & Svs.

Insurance 5.0% 3.1% 2.4% 2.0%
Media 1.9% 1.7% 0.9% 1.2%
Pers. & HH Gds 2.7% 1.7% 0.8% 1.8%
Real Estate 13% g% 55% 2.0%
Retail 0.9% 1.3% 3.4%

Technology _ 5.4%

Telecoms 2.3% 2.4% 1.2% 1.9%
Travel & Leis. 1.1% 1.4% 2.8% 2.1%
Utilities 3.6% 3.4% 2.7% 2.4%

Source: Datastream, I/B/E/S, Goldman Sachs Global Investment Research

29 May 2024

Source: Datastream, Goldman Sachs Global Investment Research

©



For the exclusive use of GIULIA.LORIA@COMMUNITY.IT

Goldman Sachs

Strategy Matters

Where are the places to go in Small caps?

29 May 2024

1. Which SMIDs are potential LBO targets?

Our analysts’ Sponsor Activity Barometer has been picking up to 8% yoy, as investors
expect interest rates to come down, stocks are relatively attractively valued, and credit
formation is picking up. We derive two screens of SMID companies (market cap <
€10bn) which are potential LBO targets as they appear relatively underlevered and
undervalued:

m  Companies which compared with their sector median have: a lower Net debt to
EBITDA, a lower valuation premium than usual based on 12m fwd PE, and a higher
ROE than usual.

m  Companies which compared with their sector median have: a lower Net debt to
EBITDA, a lower valuation discount than usual based on 12m fwd PE, and a lower
ROE than usual.

For additional screens, see the |IRR screen of our Tactical Research team.
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Exhibit 23: Qur LBO Candidates Screen for SMIDs - High ROE Stocks

Screen consists of 50 European stocks

Name

Wise

Carl Zeiss Meditec

Puma

Gea Group

La Francaise Des Jeux
Hargreaves Lansdown
Fuchs

Rightmove

Darktrace

Alk-Abello

Soitec

Fielmann Group
Interparfums

Elekta

Aixtron

Vusiongroup

Network International Holdings
Antin Infrastructure Partners
Bridgepoint Group

Qt Group

Carel

Al Bell

Kainos Group

Skan

Trainline

Gamma Communications
Bytes Technology Group
Salcef Group

Intercos

Rai Way

Kempower

YouGov

Secunet Scty.Networks
Audax Renovables
Chemometec

ELEN

A.G. Barr

Alfen

AO World

Industrie De Nora
Empiric Student Property
Plazza

Alfa Financial Software Holdings
Fdm Group

Big Technologies

Cph Chemie+Papier Hldg.
Sfc Energy

Niox Group

Elixirr International
Almawave

Median

Industry

Industrials

Health Care

Consumer Discretionary
Industrials

Consumer Discretionary
Financials

Basic Materials

Real Estate

Technology

Health Care
Technology

Consumer Discretionary
Consumer Discretionary
Health Care

Technology

Industrials

Industrials

Financials

Financials

Technology

Industrials

Financials

Technology

Industrials

Consumer Discretionary
Telecommunications
Technology

Industrials

Consumer Discretionary
Telecommunications
Industrials

Consumer Discretionary
Technology

Utilities

Health Care

Health Care

Consumer Staples
Industrials

Consumer Discretionary
Industrials

Real Estate

Real Estate

Technology

Industrials

Technology

Basic Materials

Energy

Health Care

Industrials

Technology

Country

United Kingdom
Germany
Germany
Germany
France

United Kingdom
Germany
United Kingdom
United Kingdom
Denmark
France
Germany
France

Sweden
Germany
France

United Kingdom
France

United Kingdom
Finland

Italy

United Kingdom
United Kingdom
Switzerland
United Kingdom
United Kingdom
United Kingdom
Italy

Italy

Italy

Finland

United Kingdom
Germany

Spain

Denmark

Italy

United Kingdom
Netherlands
United Kingdom
Italy

United Kingdom
Switzerland
United Kingdom
United Kingdom
United Kingdom
Switzerland
Germany
United Kingdom
United Kingdom
Italy

Market Cap (€ bn)

9.6
8.2
7.2
6.6
6.3
6.2
5.6
5.1
4.9
4.6
3.9
3.8
33
2.8
2.6
25
2.5
23
22
2.2
2.0
2.0
18
18
1.8
1.7
1.7
16
1.5
13
13
13
0.9
0.9
0.9
0.8
0.8
0.8
0.7
0.7
0.6
0.6
0.6
0.6
0.5
0.5
0.4
0.4
0.3
0.1
1.7

ROE (%)

33.0
129
10.7
16.8
42.6
45.8
15.4
289.6
36.4
12.6
16.0
14.9
19.3
14.4
20.9
335
13.8
15.4
9.5
35.0
22.0
43.6
34.0
16.1
113
16.6
72.6
14.0
121
423
29.9
14.1
22.0
19.6
30.1
14.5
13.7
18.0
23.8
26.9
7.4
2.6
56.0
51.0
15.4
18.9
20.2
115
16.0
14.3
17.4

NTM PE

222
28.5
19.3
14.4
14.9
13.6
14.3
20.5
40.2
35.9
22.9
23.6
24.8
17.4
18.0
31.8
18.0
17.6
14.4
39.7
28.2
19.1
24.6
39.8
22.7
17.7
23.8
17.0
20.5
14.9
43.6
17.9
30.3
16.8
41.9
135
15.0
18.8
20.8
27.6
19.2
30.4
21.6
194
20.7
16.5
37.8
25.2
14.6
12.7
20.5

ND/EBITDA

-0.7
0.5
12
-0.5
-0.4
-1.2
-0.2
-0.1
-1.6
0.2
-0.4
1.2
-0.1
0.9
-0.9
-0.1
0.6
-2.0
-6.7
-0.2
0.3
-1.3
-1.3
-1.2
0.4
-1.0
-0.9
0.1
0.6
0.6
-1.7
-0.8
-0.3
2.4
-1.4
-0.6
-0.7
0.6
11
-0.4
6.5
4.1
-0.4
-0.7
-3.0
-1.9
-1.9
-1.3
-0.4
-0.3
-0.4

Rel. Perf. since 2022 (€)

-3%
-54%
-58%
-26%
-18%
-24%

6%
-36%

30%
-16%
-52%
-28%
-26%
-37%

22%

98%

24%
-65%
-56%
-40%
-36%

-2%
-40%
-10%

6%
-18%
-4%
-4%
4%
-12%

92%
-47%
-67%

42%
-59%
-40%

6%
-62%

-9%

NM

-3%
-13%
-14%
-68%
-54%

43%
-16%

62%
-24%
-21%
-18%

Source: Datastream, FactSet, Goldman Sachs Global Investment Research
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Exhibit 24: Our LBO Candidates Screen for SMIDs - Low ROE Stocks

Screen consists of 50 European stocks

Name

Volvo Car

Land Securities Group
Allfunds Group

1&1

Thyssenkrupp

Valeo

Ubisoft Entertainment Cat
Ebro Foods

MFE

Quilter

TF1

Playtech

Centamin
Hammerson

Breedon Group
Vesuvius

Stabilus

Assura

TGS

Salzgitter
Naturenergie Holding
Kontron
Eurocommercial Properties
Barco New
Supermarket Income Reit
Hochschild Mining
Hellofresh

SGL Carbon

Sigmaroc

Glenveagh Properties
RWS Holdings

Bpost

IP Group

NRJ Group

Sipef

Brunel Intl.

PZ Cussons

Jupiter Fund Management
Team 17 Group
Exmar

Warehouse Reit

Gore Street En.Strg.Fd.
Deceuninck Ech
Medios

On The Beach Group
Forfarmers

Groupe Partouche
Groupe Sfpi

Rosetti Marino
Whats Cooking
Median

Industry Country Market Cap (€ bn) ROE (%) NTM PE ND/EBITDA Rel. Perf. since 2022 (€)
Consumer Discretionary Sweden 8.3 10.3 4.9 -0.5 -63%
Real Estate United Kingdom 5.6 -4.8 133 7.7 -23%
Financials United Kingdom 3.6 3.6 139 -4.5 -69%
Telecommunications Germany 31 5.2 9.6 0.3 -32%
Industrials Germany 3.0 -19.1 5.9 -2.5 -53%
Consumer Discretionary France 29 6.0 7.3 13 -59%
Consumer Discretionary France 2.7 9.4 13.0 11 -54%
Consumer Staples Spain 2.4 8.6 12.9 0.8 -12%
Consumer Discretionary Italy 1.9 7.6 7.9 1.0 -40%
Financials United Kingdom 19 2.7 119 -8.6 -26%
Consumer Discretionary France 19 10.0 7.8 -0.7 -5%
Consumer Discretionary United Kingdom 1.7 5.9 9.3 0.8 -41%
Basic Materials United Kingdom 1.7 6.9 10.0 -0.2 28%
Real Estate United Kingdom 1.6 -2.0 13.7 7.7 -23%
Industrials United Kingdom 1.6 9.8 11.7 0.6 -23%
Industrials United Kingdom 15 9.4 9.8 0.8 -2%
Industrials Germany 14 11.2 11.4 0.4 -18%
Real Estate United Kingdom 1.4 -10.8 12.0 8.2 -47%
Energy Norway 1.4 1.1 10.1 -0.2 19%
Basic Materials Germany 13 4.1 7.0 0.5 -34%
Utilities Switzerland 13 11.0 10.3 -0.1 -18%
Technology Germany 13 11.9 11.8 -0.3 31%
Real Estate Netherlands 1.2 -0.6 9.3 8.3 13%
Technology Belgium 12 10.3 124 -1.6 -37%
Real Estate United Kingdom 1.1 0.3 12.1 6.4 -45%
Basic Materials United Kingdom 1.0 -8.6 9.0 0.7 22%
Consumer Staples Germany 1.0 -4.2 9.9 0.7 -92%
Basic Materials Germany 0.9 6.4 114 0.6 -15%
Industrials United Kingdom 0.8 2.8 8.3 0.8 -29%
Consumer Discretionary Ireland 0.8 6.9 7.9 0.4 3%
Industrials United Kingdom 0.8 -2.7 7.8 0.1 -74%
Industrials Belgium 0.7 5.6 5.4 0.8 -60%
Financials United Kingdom 0.6 -13.3 12.8 -1.6 -62%
Consumer Discretionary France 0.6 6.5 13.0 -3.4 29%
Consumer Staples Belgium 0.6 8.7 10.1 0.2 -6%
Industrials Netherlands 0.6 10.4 11.7 0.1 -9%
Consumer Staples United Kingdom 0.6 -9.9 13.7 0.1 -51%
Financials United Kingdom 0.5 -1.6 8.8 -4.7 -69%
Consumer Discretionary United Kingdom 0.5 -1.5 12.6 -0.9 -65%
Industrials Belgium 0.5 11.2 15.6 0.9 75%
Real Estate United Kingdom 0.4 -21.5 14.2 8.2 -57%
Financials United Kingdom 0.4 8.1 6.7 -2.6 -49%
Industrials Belgium 0.4 3.1 8.4 0.6 -29%
Health Care Germany 0.3 3.9 9.3 -0.6 -65%
Consumer Discretionary United Kingdom 0.3 9.8 8.7 -4.0 -56%
Consumer Staples Netherlands 0.2 -0.3 8.9 0.7 -38%
Consumer Discretionary France 0.2 5.4 12.6 1.4 4%
Consumer Discretionary France 0.2 0.5 7.9 -0.4 -47%
Energy Italy 0.2 5.7 73 -0.5 17%
Consumer Staples Belgium 0.1 6.3 9.4 1.1 -40%
1.1 5.5 9.9 0.4 -33%

Source: Datastream, FactSet, Goldman Sachs Global Investment Research

29 May 2024

2. Real Estate and Technology: small sectors set to rally the most as bond
yields will fall

During the first two weeks of May, German bond yields have fallen more than 20bp
and European small caps have outperformed. Sectors rallying the most have been
similar among small and large caps: Real Estate, Technology, Utilities and
Telecoms, i.e. sectors with weak balance sheets, or long duration (Technology).

We include two tables highlighting Small caps Tech and Real Estate companies (Exhibit
25, Exhibit 26). We also include a screen of German small caps, which are overweight
Technology, and have underperformed other European small Technology companies
(Exhibit 30).

Exhibit 32 shows YTD sector returns within small caps and the SXXP: Banks have driven

12
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stock returns of Small caps and the SXXP since the beginning of the year. However,

Technology is very different among large and small caps: it's been the worst performing
sector among small caps (Aixtron, Soitec, Teamviewer), and the best performing one
among the SXXP (ASM International, Prosus, SAP). Small healthcare stocks are also
among the weakest while they rank among the strongest among the SXXP. By contrast,
small Telecoms and Utilities companies have performed better than their large

counterparts.

Exhibit 25: Real Estate Small Caps rallied the most when bond yields fell in early May

STOXX 200 Small Real Estate. Market Cap and Performance in EUR

Name Country Market Cap (€ bn) NTM PE Net Debt / Equity YTD Perf
Hemnet Group Sweden 23 43.6 20.2 15%
Londonmetric Property  United Kingdom 4.8 15.2 2.2 7%
Merlin Properties Reit Spain 5.1 17.3 0.8 7%
Tag Immobilien Germany 25 141 0.9 5%
British Land United Kingdom 4.5 14.6 0.7 1%
Big Yellow Group United Kingdom 29 21.2 1.0 4%
Safestore Holdings United Kingdom 23 18.3 1.0 2%
Covivio France 5.5 11.5 0.7 2%
Wihlborgs Fastigheter Sweden 2.6 17.2 1.3 1%
Derwent London United Kingdom 3.0 21.7 0.7 -1%
Fastighets Balder Sweden 6.8 14.4 0.9 -4%
Tritax Big Box Reit United Kingdom 4.5 17.9 1.2 -6%
Aedifica Belgium 2.8 12.5 0.8 -7%
Allreal Holding Switzerland 2.5 20.5 0.9 -7%
Wallenstam Sweden 26 29.9 1.0 -9%
Unite Group United Kingdom 4.8 19.8 1.0 -10%
Kojamo Finland 2.5 17.2 0.7 -15%
Cofinimmo Belgium 22 9.3 0.6 -16%
Fabege Sweden 26 21.0 0.7 -20%
Median 2.8 17.3 0.9 1%

Source: FactSet, Datastream, Goldman Sachs Global Investment Research

Exhibit 26: Tech Small Caps are YTD laggards and rallied the most when bond yields fell early May

STOXX 200 Small Technology. Market Cap and Performance in EUR
Name Country Market Cap (€ bn) NTM PE Net Debt / Equity YTD Perf
Softcat United Kingdom 4.0 27.2 13.7 29%
Lagercrantz Group Sweden 3.1 34.0 10.2 28%
Comet Holdings Switzerland 2.6 43.6 8.3 19%
Reply Italy 5.1 231 4.6 15%
Sopra Steria Group France 4.6 1.2 2.5 13%
Fortnox AB Sweden 3.5 51.8 22.3 7%
Bechtle Germany 6.0 20.3 34 4%
Computacenter United Kingdom 3.8 15.7 3.5 4%
Just Eat Takeaway Netherlands 2.7 NM 0.5 -9%
Tietoevry Finland 23 8.9 1.4 -11%
Teamviewer Germany 21 12.2 253 -14%
Soitec France 4.0 24.0 2.6 -31%
Aixtron Germany 2.6 171 3.3 -41%
Median 3.5 21.7 3.5 4%

Source: FactSet, Datastream, Goldman Sachs Global Investment Research

29 May 2024
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3. UK small caps: the catch-up trade

Since the beginning of the year, German, Belgium and UK small caps are the bottom
3 performing countries. By contrast, Danish, Italian and Norwegian small caps are the
top 3 performing countries and have outperformed the STOXX Europe 600.

When and if bond yields fall, we believe that the FTSE 250 has scope to catch up.
For now, our economists have pushed their first BoE rate cut expectation from June to
August. The FTSE 250 is down 12% since the end of 2021, when interest rates started
to rise, while Euro area Small caps (SCXE Index) are down 5%. The FTSE 250 has
derated by 26pp since then, versus 22pp for Euro area small caps.

UK economic activity has been improving from a low base, positioning is light, and our
FX strategists expect GBP/USD to be stable at 1.28 in 12 months (a positive for
domestic stocks versus a depreciation). In addition, the FTSE 250 is overweight Real
Estate compared with other Small caps, and Consumer discretionary, two sectors which
should do well with lower bond yields and a drop in the saving rate. See UK Weekly
Kickstart - FTSE 250: The Catch-up Trade, 5 April 2024.

Our Equity analysts' Buy-rated names in the FTSE 250 are Aston Martin, WH Smith,
Watches of Switzerland, Direct Line, Man, Supermarket Income REIT, Tritax Big Box,
Hiscox, Derwent London, Big Yellow, with a median upside of 30%.

Exhibit 27: Danish, Italian, Norwegian, Spanish and Polish small caps are the top 5 performing countries
and have outperformed the STOXX Europe 600
YTD and 1-month total return. FTSE Small Cap country indices and SXXP

30%
FTSE Small Indices
25y, 24% Total return
22% =YTD «-1m

20%

° 17%

16%

o 14%  14%

15% 13% .
° 1%

10% 0% gy

0,
he 6% e%
5%
2%
0% u

59 -2%
-5%

Denmark
Italy

Norway
Spain
Austria
Poland
Finland
Sweden
STOXX 600
Switzerland
France
Europe Small
Netherlands
UK

Russell 2000
Belgium
Germany

Source: Datastream, Goldman Sachs Global Investment Research

Looking at the sector composition of these small cap indices, and the performance of these sectors, we

Decomposing country performance
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find that:

® German small caps have underperformed due to their underweight in Banks (best performing
sector YTD among small caps, included German small banks), and their overweight in Healthcare,
Real Estate and Technology, 3 sectors which underperformed among European small caps (note that
Healthcare and Tech outperformed among large caps). German Healthcare and Tech names
underperformed more than other European small caps. We include a screen of German small caps
(Exhibit 30).

® UK Small caps underperformed due to their overweight in Consumer discretionary, which
underperformed among UK small caps (not among European small caps). Tech and Healthcare UK small
caps also considerably underperformed other European small caps.

®m [talian and Spanish small caps have outperformed thanks to their overweight in Banks. Italian
small banks have done much better than others.

® Danish and Norwegian small caps have outperformed thanks to their overweight in Industrials,
and their companies have done much better than other Industrials in Europe.

Exhibit 28: Italian small caps are overweight in Banks
Sector Composition for FTSE Small Cap country indices and STOXX 200 Small

Sector Denmark Italy Norway UK Belgium Germany Europe
Basic Materials NM 2% 5% 3% 8% 12% 5%
Consumer Discretionary NM _ 0% 2% 1% _
Consumer Staples 9% 0% 10% 7% 5% 6%

Energy NM 6% 3% 0% 4% 4%
Financials 9% 5%

Health Care 4%

Industrials 28%

Real Estate NM 0% 1% 13% 9%
Technology 3% 4% 8% 7% 9% 9%
Telecommunications NM 0% 0% 1% 4% 5% 2%
Utilities NM 6% 0% 2% 0% 5% 2%
Total 100.0% 100% 100% 100% 100% 100% 100%

Belgium includes Luxembourg small caps

Source: FactSet, Goldman Sachs Global Investment Research

Exhibit 29: The outperformance of Danish and Norwegian small caps owes to Industrials, that of Italian to Banks, and Tech has
dragged German small caps
FTSE Small Cap YTD total return (local currency)

Sector Denmark Italy Norway Belgium Germany Europe small STOXX 600
Basic Materials NM 13% 14% 11% -5% -2% 5% 8%
Consumer Discretionary NM 9% NM 0% -12% -3% 2% 10%
Consumer Staples 29% 7% 16% 14% 14% -13% 9% 3%
Energy NM 42% 14% 6% NM 5% 11% 12%
Financials 18% 39% 23% 10% 10% 28% 17% 16%
Health Care 34% NM NM -8% 13% -8% 6% 12%
Industrials 20% 17% 29% 11% 6% 15% 14% 13%
Real Estate NM NM -4% 0% -2% -2% -1% 3%
Technology 37% -10% 12% 15% -11% -11% 1% 16%
Telecommunications NM NM NM 28% -3% -2% 6% 6%
Utilities NM -4% NM -7% NM 2% -6% 2%
Total 25% 23% 19% 7% 0% -2% 8% 11%

Belgium includes Luxembourg small caps

Source: FactSet, Goldman Sachs Global Investment Research
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Name

Cts Eventim
Rational

Kion Group
Talanx Aktgsf.
Gerresheimer
Fuchs Pref.

Tag Immobilien
Bechtle
Hochtief
Aurubis

KSN

Carl Zeiss Meditec
Wacker Chemie
Freenet
Lanxess
Teamviewer
Thyssenkrupp
Boss (Hugo)
Aixtron

Evotec
Hellofresh
Median

Country

Consumer Discretionary
Industrials
Industrials
Financials

Health Care

Basic Materials

Real Estate
Technology
Industrials

Basic Materials
Basic Materials
Health Care

Basic Materials
Telecommunications
Basic Materials
Technology
Industrials
Consumer Discretionary
Technology

Health Care
Consumer Staples

8.1
9.2
6.1
19.0
3.7
3.1
25
6.0
8.1
34
24
8.3
5.5
2.7
22
21
29
34
2.6
1.6
1.0
3.4

Exhibit 30: Germany Small Caps have lagged both YTD and in the last month
STOXX 200 Small Germany. Market Cap and Performance in EUR

Market Cap (€ bn)

NTM PE
27.6
38.2
12.2
9.9
18.9
18.2
141
20.3
13.0
9.6
29.7
27.6
17.0
9.7
36.7
12.2
5.8
10.8
171
NM
11.3
15.6

Net Debt / Equity

9.0
12.5
1.1
1.8
25
1.7
0.9
3.4
6.5
0.8
0.4
3.8
1.2
1.9
0.5
253
0.2
2.6
3.3
1.5
1.0
1.8

YTD Perf

32%
18%
17%
16%
12%
11%
5%
4%
3%
1%
-5%
-6%
-8%
-9%
-10%
-14%
-25%
-28%
-41%
-57%
-60%
-5%

Source: FactSet, Datastream, Goldman Sachs Global Investment Research

4. GS small caps with the highest upside

The screen below shows European small caps with the highest upside based on the

12-month price targets of our equity analysts.

Exhibit 31: GS-covered small cap stocks with the highest upside

Companies under €2 bn market cap

Name

Aston Martin
ABOUT YOU Holding
AEDAS Homes
Ferretti

Marex Group
BioArctic

Alamar Foods
Loomis
TeamViewer

Jahez International
Median

Country
Consumer Discretionary United Kingdom
Consumer Discretionary ~ Germany
Real Estate Spain
Consumer Discretionary Italy
Financials United Kingdom
Health Care Sweden
Consumer Discretionary  Saudi Arabia
Industrials Sweden
Technology Germany
Technology Saudi Arabia

Price (€)

1.6
3.9
20.2
3.1
18.9
20.2
19.7
25.5
12.2
7.1

Market cap (€ bn)

13
0.7
0.9
1.0
13
1.5
0.5
1.9
21
1.5
13

12m Upside

179%
74%
71%
63%
61%
51%
49%
49%
48%
41%
56%

NTM P/E

9.3
10.7

96.4
24.1
9.5
14.6
32.9
14.6

Source: Datastream, Goldman Sachs Global Investment Research
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Appendix

Exhibit 32: Large tech companies have led the rally but small ones

underperformed
YTD performance

20%

YTD
16%
12%
8%
4%
0%
m MSCI Europe Small
4% STOXX 600 -
©» > ) € o [ x\V o
] 2 = g 213l 3
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Materials
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Technology
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Source: FactSet, Goldman Sachs Global Investment Research
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principal in debt securities (or in related derivatives) of issuers discussed in this report.

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts,
professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage.
Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. Analyst
as officer or director: Goldman Sachs policy generally prohibits its analysts, persons reporting to analysts or members of their households from
serving as an officer, director or advisor of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.S. analysts may not be
associated persons of Goldman Sachs & Co. LLC and therefore may not be subject to FINRA Rule 2241 or FINRA Rule 2242 restrictions on
communications with subject company, public appearances and trading securities held by the analysts.

Additional disclosures required under the laws and regulations of jurisdictions other than the United States

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws and
regulations. Australia: Goldman Sachs Australia Pty Ltd and its affiliates are not authorised deposit-taking institutions (as that term is defined in the
Banking Act 1959 (Cth)) in Australia and do not provide banking services, nor carry on a banking business, in Australia. This research, and any access to
it, is intended only for “wholesale clients” within the meaning of the Australian Corporations Act, unless otherwise agreed by Goldman Sachs. In
producing research reports, members of Global Investment Research of Goldman Sachs Australia may attend site visits and other meetings hosted by
the companies and other entities which are the subject of its research reports. In some instances the costs of such site visits or meetings may be met
in part or in whole by the issuers concerned if Goldman Sachs Australia considers it is appropriate and reasonable in the specific circumstances relating
to the site visit or meeting. To the extent that the contents of this document contains any financial product advice, it is general advice only and has
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. A copy of certain
Goldman Sachs Australia and New Zealand disclosure of interests and a copy of Goldman Sachs' Australian Sell-Side Research Independence Policy
Statement are available at: https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html. Brazil: Disclosure information in relation to
CVM Resolution n. 20 is available at https://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 20 of CVM Resolution n. 20, is the first author named at the beginning of this
report, unless indicated otherwise at the end of the text. Canada: This information is being provided to you for information purposes only and is not,
and under no circumstances should be construed as, an advertisement, offering or solicitation by Goldman Sachs & Co. LLC for purchasers of
securities in Canada to trade in any Canadian security. Goldman Sachs & Co. LLC is not registered as a dealer in any jurisdiction in Canada under
applicable Canadian securities laws and generally is not permitted to trade in Canadian securities and may be prohibited from selling certain securities
and products in certain jurisdictions in Canada. If you wish to trade in any Canadian securities or other products in Canada please contact Goldman
Sachs Canada Inc., an affiliate of The Goldman Sachs Group Inc., or another registered Canadian dealer. 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. Investment in securities market are subject to market risks. Read all the related documents carefully before
investing. Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of
returns to investors. Goldman Sachs (India) Securities Private Limited Investor Grievance E-mail: india-client-support@gs.com. Compliance Officer: Anil
Rajput [Tel: + 91 22 6616 9000 | Email: anil.m.rajput@gs.com. Japan: See below. Korea: This research, and any access to it, is intended only for
"professional investors” within the meaning of the Financial Services and Capital Markets Act, unless otherwise agreed by Goldman Sachs. 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. A copy of certain Goldman Sachs Australia and New Zealand disclosure of interests is available at:
https://www.goldmansachs.com/disclosures/australia-new-zealand/index.html. Russia: Research reports distributed in the Russian Federation are not
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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. Research reports do not constitute a personalized investment
recommendation as defined in Russian laws and regulations, are not addressed to a specific client, and are prepared without analyzing the financial
circumstances, investment profiles or risk profiles of clients. Goldman Sachs assumes no responsibility for any investment decisions that may be taken
by a client or any other person based on this research report. Singapore: Goldman Sachs (Singapore) Pte. (Company Number: 198602165W), which is
regulated by the Monetary Authority of Singapore, accepts legal responsibility for this research, and should be contacted with respect to any matters
arising from, or in connection with, this research. 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.

European Union and United Kingdom: Disclosure information in relation to Article 6 (2) of the European Commission Delegated Regulation (EU)
(2016/958) supplementing Regulation (EU) No 596/2014 of the European Parliament and of the Council (including as that Delegated Regulation is
implemented into United Kingdom domestic law and regulation following the United Kingdom'’s departure from the European Union and the European
Economic Area) with regard to regulatory technical standards for the technical arrangements for objective presentation of investment
recommendations or other information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of
conflicts of interest is available at https://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 Type Il Financial Instruments Firms Association, The
Investment Trusts Association, Japan, and Japan Investment Advisers 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.

Global product; distributing entities

Goldman Sachs Global Investment Research produces and distributes research products for clients of Goldman Sachs on a global basis. Analysts based
in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, currencies, commodities
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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 OO0 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.

Goldman Sachs International (“GSI"), authorised by the Prudential Regulation Authority (“PRA") and regulated by the Financial Conduct Authority
("FCA") and the PRA, has approved this research in connection with its distribution in the United Kingdom.

European Economic Area: GSI, authorised by the PRA and regulated by the FCA and the PRA, disseminates research in the following jurisdictions
within the European Economic Area: the Grand Duchy of Luxembourg, Italy, the Kingdom of Belgium, the Kingdom of Denmark, the Kingdom of
Norway, the Republic of Finland and the Republic of Ireland; GSI - Succursale de Paris (Paris branch) which is authorised by the French Autorité de
controle prudentiel et de resolution (“ACPR") and regulated by the Autorité de controle prudentiel et de resolution and the Autorité des marches
financiers ("AMF") disseminates research in France; GSI - Sucursal en Espana (Madrid branch) authorized in Spain by the Comisién Nacional del
Mercado de Valores disseminates research in the Kingdom of Spain; GSI - Sweden Bankfilial (Stockholm branch) is authorized by the SFSA as a “third
country branch” in accordance with Chapter 4, Section 4 of the Swedish Securities and Market Act (Sw. lag (2007:528) om vardepappersmarknaden)
disseminates research in the Kingdom of Sweden; Goldman Sachs Bank Europe SE ("GSBE") is a credit institution incorporated in Germany and, within
the Single Supervisory Mechanism, subject to direct prudential supervision by the European Central Bank and in other respects supervised by German
Federal Financial Supervisory Authority (Bundesanstalt fir Finanzdienstleistungsaufsicht, BaFin) and Deutsche Bundesbank and disseminates research
in the Federal Republic of Germany and those jurisdictions within the European Economic Area where GSI is not authorised to disseminate research
and additionally, GSBE, Copenhagen Branch filial af GSBE, Tyskland, supervised by the Danish Financial Authority disseminates research in the Kingdom
of Denmark; GSBE - Sucursal en Espana (Madrid branch) subject (to a limited extent) to local supervision by the Bank of Spain disseminates research in
the Kingdom of Spain; GSBE - Succursale Italia (Milan branch) to the relevant applicable extent, subject to local supervision by the Bank of Italy (Banca
d'ltalia) and the Italian Companies and Exchange Commission (Commissione Nazionale per le Societa e la Borsa “Consob”) disseminates research in
Italy; GSBE - Succursale de Paris (Paris branch), supervised by the AMF and by the ACPR disseminates research in France; and GSBE - Sweden
Bankfilial (Stockholm branch), to a limited extent, subject to local supervision by the Swedish Financial Supervisory Authority (Finansinpektionen)
disseminates research in the Kingdom of Sweden.

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 Global Investment Research. Goldman Sachs &
Co. LLC, the United States broker dealer, is a member of SIPC (https://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.

We and our affiliates, officers, directors, and employees 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, unless otherwise prohibited by regulation or Goldman Sachs policy.

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.
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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 focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or
performance of, or provide analysis of, individual companies within any industry or sector we describe.

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the
investment theme being discussed and is not a recommendation of any such security in isolation.

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 and futures disclosure documents which are available from Goldman Sachs sales representatives or at
https://www.theocc.com/about/publications/characterrisks.jsp and
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018.
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 Goldman Sachs Global
Investment Research 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 https://research.gs.com.

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY
10282.
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input to any such system.

29 May 2024 20


https://www.theocc.com/about/publications/character-risks.jsp
https://www.fiadocumentation.org/fia/regulatory-disclosures_1/fia-uniform-futures-and-options-on-futures-risk-disclosures-booklet-pdf-version-2018
https://research.gs.com
https://www.gs.com/research/hedge.html

