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86% 14% 100%
2017 12
30,749 3,924 34,673
16,591 7,102 23,693
7,987 1,825 9,812
6,234 1,043 7,277
1,912 - 1,912
3,263 983 4,246
(803) - (803)
65,933 14,877 80,810
64% 13% 7%
14% 4% 18%
4% 1% 5%
82 18% 100%

163/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

Doooooo
2018 12
155.0
69.9
2017 12
119.6 54.9
2018 12 2017 12 85
2018 12
2017 12
CIE 132.1 94.2
CIE 2018 12

60 2017 12 40
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GCLA
( )
2018 12
130,547 - - - 130,547
87,022 32,389 19,808 39 139,258
10,382 83,079 41,824 - 135,285
- - - 80,590 80,590
- 29,764 42,006 7,545 79,315
85,187 - 204,584 46,390 336,161
313,138 145,232 308,222 134,564 901,156
30,640
931,796
2017 12
110,051 - - - 110,051
73,277 26,202 20,931 412 120,822
49,242 97,546 44,060 - 190,848
- - - 65,933 65,933
- 40,375 36,750 7,663 84,788
52,700 - 216,883 46,405 315,988
285,270 164,123 318,624 120,413 888,430
28,346
916,776
25
25
GCLA
2017 12 2018 12
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2018 12 9,318.0 2017 12 150.2
205.0 201.7
146.6 371.3
2018 12 8,416.1 2017 12 70.8
196.5 64.6
123.4 64.2
2018 12 2017 12
787.2 847.2 2018 12 2017 12
12 2018 12

2018 12
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) 2018 12 2017 12

931,796 916,776

224,149 217,687

90,185 82,243

10.3 11.1

2.5 2.6

20
) 2018 12 2017 12
90,185 82,243
(11,203) (11,853)
78,982 70,390
(4,082) (4,038)
74,900 66,352
207.36 181.00
196.64 170.61
2018
12 380.9 2017 12 388.9
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2018 12 2017 12
158,257 25% 138,604 23%
78,723 13% 84,718 14%
11,808 2% 14,793 2%
21,433 3% 24,788 4%
111,964 18% 124,299 20%
40,502 7% 46,922 8%
224,149 36% 217,687 36%
90,185 14% 82,243 13%
625,057 100% 609,755 100%
GCLA
USA GS USA
GSIB 2018

14
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USA

2017 12

GS

34.0
USA
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GCLA

2018 12 120
2018 12

528

discount window
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15
GCLA
144A
2018 12
( )
2020 6,740 9,744 6,308 6,579 29,371
2021 3,288 4,162 7,790 7,724 22,964
2022 6,151 6,067 5,365 5,876 23,459
2023 10,076 4,958 8,343 4,495 27,872
2024 120,483
224,149
2018 12

16

19
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VaR
CCAR DFAST
2019
26 10-K 2018 Part

| Item 1l Business- Available Information

FRB CCAR FRB

FRB

FRB FRB

FRB
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2018
63.0

CCAR

50.0

0.80

0.85

2018 10

GS USA

DFAST

2018
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FRB
FRB 2018 2019
13.0
2019
0.05
2018 DFAST
DFAST FRB
2018 DFAST FRB 2018
GS USA 2019
GSl GSIB

PRA
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FRB
RWA 2018
12 RWA 60
RWA 50
RWA
10b5-1
CCAR FRB
2018 12 33.7

FRB

19
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USA GSIB GS Co.
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GS USA
GS Co. GSlI GSIB

GSAMI

GS Co. GSI
GS USA GSIB

GS
GSI
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FRB

G-SIB

2019 2019
2.5 FRB
2019
G-SIB 2017 2.5
2020 G-SIB 2018
2.5 G-SIB

20
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GS USA
GS Co.
Co. CFTC
117
GS Co. 15c3-1
GS Co. 15c3-1
2017 12 155.7
2017 12 1315
15c3-1 E
500
50
Co. 2018 12 2017 12
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GSIB
20
SEC
GS
SEC 15c3-1 CFTC
2018 12 174.5
2018 12 150.0
GS Co.
10
GS Co.
GS
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GSl GSICL
GSl PRA
FCA GSl EU EU
CRR EU
GSl
( ) 2018 12 2017 12
RWA

CETL 23,956 24,871
Tierl 32,256 30,671
Tier2 5,377 5,377

37,633 36,048
RWA 200,089 225,942
CETL 12.0% 11.0%
Tierl 16.1% 13.6%

18.8% 16.0%
CETL 8.1% 7.2%
Tierl 10.1% 9.1%

12.7% 11.8%
2018 12 CET1 Tierl GSl 2018

114
PRA
GSl
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2016 11 EU
CRR CRR Tierl
Tierl
2021
GSl GSl
2018 12 4.4 2017 12 4.1
2018 12 Tierl GSlI 2018
31
GSl
GSJCL
GSICL

2018 12 2017 12
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2017

2018 12 FRB

GS USA

USA 2018

TLAC

2016 12 FRB

TLAC

FRB
FDIC 2017
FDIC
FDIC
2018 28
2020
TLAC G-SIB
FRB
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FRB FDIC
2019
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TLAC
( ) TLAC
2018 12
TLAC 254,836
160,493
RWA 558,111
1,342,906
RWA TLAC 45.7%
TLAC 19.0%
RWA 28.8%
12.0%
2019
RWA TLAC 22.0%
TLAC 9.5%
RWA 8.5%
4.5%
TLAC
RWA RWA TLAC
RWA RWA TLAC

TLAC
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EU

EU

EU

EU

EU

SE GSBE

GSAMI

EU

PWM

EU
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EU
2019 29
EU
2019 29 EU EU
EU
EU
EU
EU
EU
EU GSl GSIB
GSBE
SE

BaFin GSBE

182/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

EU

GSl
GSBE
SE
EU
GSBE
GSBE A/F1
Al/P-1
S&P A+/A-1

GSl
EU
EU
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LIBOR IBOR
EU
IBOR
LIBOR FCA 2021
LIBOR EU 2021
IBOR
IBOR
2021 IBOR

IBOR
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IBOR

ISDA
Working Group on Sterling Risk Free Reference Rates
Alternative Reference Rates Committee
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VIE
12

18

18

18
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24

2018 12 2017 12
28,413 30,075
11,878 9,892
224,149 217,687
54,594 54,489
2,399 1,964
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2018 12
2020 2022
( ) 2019 2021 2023 2024
- 13,822 9,828 4,763
- 5,711 3,163 3,004
- 52,335 51,331 120,483
6,695 12,015 8,568 27,316
281 489 319 1,310
15
2018 12 2067
42.4
16
2018 12
2018 12
23.8
2018 12
2069

18
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IHC

2018

GSI

39.3
1,143.8
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IHC
IHC
IHC
12
GS Co. 290.5
396.9 GSJCL 27.6
GS USA 319.8 GSIB
2018 12
287.2 180.9

GS Co. GSI GSJCL GS USA

2018 12
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GCLA
GCLA
2018 12 2017 12
GCLA
GCLA
GCLA
2018 12 2017 12
( )

155,348 155,020
77,995 63,528
233,343 218,548
98,811 93,617
79,810 75,108
12,171 11,813
42,551 38,010
233,343 218,548
IHC 40,920 37,507
104,364 98,160
88,059 82,881
233,343 218,548

GCLA

GCLA
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GCLA

IHC

IHC

IHC
IHC GCLA

GCLA

GCLA

2018 1,770.8 2017 1,584.1

GCLA
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BHC LCR
LCR LCR HQLA
HQLA HQLA
LCR 100
LCR
LCR
2018 12 2018
( )
HQLA 226,473 233,721
HQLA 160,016 170,621
126,511 133,126
LCR 127% 128%
NSFR
NSFR
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GS USA
LCR
NSFR

GSI
GS

USA

2018 12
GS USA

2018 12
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LCR 100
GS USA LCR
LCR 100 LCR
12 GSl LCR
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2018 12
DBRS R&I S&P
R-1( ) F1 P-2 a-1 A-2
AC ) A A3 A BBB+
A- Baa2 A- BBB-
BBB- Baa3 BB
BBB( ) BB+ Bal BB

DBRS
R&l S&P

DBRS S&P
APEX
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S&P GS USA GSIB GS Co. GSI
2018 12
S&pP
GS USA
F1 P-1 A-1
A+ Al A+
F1+ P-1
AA- Al
GSIB
F1 P-1 A-1
A Al A+
F1 P-1
A Al
GS Co.
F1 A-1
A+ A+
GSl
F1 P-1 A-1
A Al A+
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2018

2017 12
2017

2016 12
2016

96.8

182.3

352.1

205.0

116.6

282.7
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95



VaR
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VaR

VaR
VaR

VaR

VaR
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VaR
VaR VaR
VaR VaR VaR
VaR
2018 12 2017 12
( )
46 40
31 24
14 12
11 13
42) (35)
60 54

VaR 2017 54 2018 60
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VaR
( ) 2018 12 2017 12
46 48
32 31
12 7
11 9
(44) (30)
57 65
VaR 2017 12 65 2018 12 57
2018 2017 VaR
VaR
2018 12 2017 12
( )
61 34 57 29
45 24 38 17
27 7 28 6
17 8 27 7
2018 2017 VaR 86 2018 2017

VaR 42

37
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VaR
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VaR

2018 12 2017 12
1,923 2,096
1,890 1,606
3,813 3,702
10
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VaR

2018 12

2017 12

2018 12 2017 12 41
35

2018 12 805.9 2017 12 659.3
100
12 2018 12 607 2017 12
527

2018 12 2017 12

18

13
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2017 12 2018

2018
0.5
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( ) 2018 12 2017 12

107,408 91,609
16 % 17%
84 % 834
100 % 100%
36 % 64%
41% 224
23 % 14%
100 % 100%

( )
AAA 62 % 72%
AA 10% %
A 27 % 18%
BBB 1% 1%
100 % 100%
2018 12 2017 12 2314 184.4
CVA
CVA
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2018 12 2017 12
40,576 45,036
(14,278) (15,422)
26,298 29,614

2% 3%
8% 7%
14% 16%
17% 14%
7% 8%
13% 14%
25% 24%
7% 7%
7 7%
100% 100%
35% 41%
55% 51%
10% 8%
100% 100%

234/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

( )

2018 12
15,697 5,427 21,124
21,300 4,001 25,391
51,737 4,191 55,928
88,734 13,709 102,443
(68,736) (7,409) (76,145)
19,998 6,300 26,298

2017 12
16,232 4,854 21,086
23,817 5,465 29,282
62,103 4,441 66,544
102,152 14,760 116,912
(79,786) (7,512) (87,298)
22,366 7,248 29,614
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( ) AAA AA A BBB
2018 12
1,262 2,506 6,473 5,456 15,697
881 5,192 9,072 6,155 21,300
9,202 3,028 21,415 18,092 51,737
11,345 10,726 36,960 29,703 88,734
(6,444) (7,107) (32,390) (22,795) (68,736)
4,901 3,619 4,570 6,908 19,998
2017 12
663 3,028 7,806 4,735 16,232
1,231 4,770 11,975 5,841 23,817
3,263 16,990 21,857 19,993 62,103
5,157 24,788 41,638 30,569 102,152
(2,912) (16,648) (36,561) (23,665) (79,786)
2,245 8,140 5,077 6,904 22,366
( ) BB
2018 12
5,255 172 5,427
4,053 38 4,001
4,138 53 4,191
13,446 263 13,709
(7,339) (70) (7,409)
6,107 193 6,300
2017 12
4,603 251 4,854
5,458 7 5,465
4,401 40 4,441
14,462 298 14,760
(7,418) (94) (7,512)
7,044 204 7,248
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200,823 198,012
16% 23%
16% 13%
9% 7%
4% 3%
15% 14%
10% 12%
18% 19%
12% 9%
100% 100%
76% 73%
20% 24%
4% 3%
100% 100%
AAA 1% 2%
AA 5% 4%
A 14% 17%
BBB 29% 32%
BB 51% 45%
100% 100%
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PWM
PWM
( ) PYM
2018 12
26,152 12,599
91% 73%
% 26%
2% 1%
100% 100%
2017 12
24,855 10,242
90% 74%
56 26%
56 -
100% 100%
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2018 12

4,536

12%
9%
%
%
4%

61%

100%

2017 12
1,912

11%
10%
%
%
4%
61%
100%
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( ) 2018 12 2017 12
20,979 29,071

31% 20%

33% 28%

% 6%

28% 36%

1% 1%

100% 100%

33% 30%

41% 46%

26% 24%

100% 100%

AAA 11% 12%

AA 34% 33%

A 35% 35%

BBB 10% 10%

BB 10% 10%

100% 100%
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2017 12
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41,649

34,323

84%
7%
4%
5%

88%
6%
3%
3%

100%

100%

44%
46%
10%

41%
49%
10%

100%

100%

BBB
BB

3%
47%
26%

8%
16%

3%
51%
27%

%
12%

100%

100%
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371
2018 12
502

2018 12
570
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2019 26 10-K 2018
(©)
18
200 2.1
2069
2007 161
30 1.6
2.6
1.6
2019 1.2
826,000
2019
2019
3.1
219,000 2023

300,000 2026
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OooooOodd
(2018 12 31 )
4,000,000, 000 891,356,284 3,108,643,716
150,000,000 420,282 149,579,718
@
2005 25 30,000 2005 10 31 32,000
26,000 2018 12 2005 10 31
8,000 2006 24 34,000 2006
24 20,000 2012 17,500
4,972 4,861 2016 23 19
2012 5,000 1,746
1,639 2016 23 19 2013
25 40,000 2014 28 28,000
52,000 2015 23 80,000 2016 2 23
27,000 2016 27 26,000
2017 11 60,000
2019 30 440,282 2019 17
20,000
2018 12 31
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OOooOoOoOoo
(2018 12 31 )
0.01 891,356,284
0.01 193,000
0.01 227,282
891,776,566
2005 25 30,000 2005 10 31 32,000
26,000 2018 12 2005 10 31
8,000 2006 24 34,000 2006 2
20,000 2013 25 40,000 2014
28 28,000 2016 23 27,000
1,000 GS PrA
1,000 GS PrB
1,000 GS Prc 1,000
GS PrD 1,000
GS PrJ 1,000
GS Prk 1,000
GS PrN
2012 17,500 4,972 4,861 2016
23 19 2012
5,000 1,746 1,639 2016 23 19
2014 28 52,000 2015 23
80,000 2016 27 26,000
2017 11 60,000 2019 17 20,000
2018 12 31 420,282 2019 2
10-K 2018
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50,000 30,000 29,999 1,000
50,000 6,000 6,000 1,000
25,000 8,000 8,000 1,000
60,000 54,000 53,999 1,000
17,500 7,667 7,667
5,000 1,615 1,615
46,000 40,000 40,000 1,000
32,200 28,000 28,000 1,000
52,000 52,000 52,000 25
80,000 80,000 80,000 25
31,050 27,000 27,000 1,000
26,000 26,000 26,000 25
66,000 60,000 60,000 25
540,750 420,282 420,280
( )
25,000 750
25,000 150
25,000 200
25,000 1,350
100,000 767
100,000 161
2023 10 25,000 1,000
2024 10 25,000 700
2019 10 25,000 1,300
2020 10 25,000 2,000
2021 10 25,000 675
2026 11 10 25,000 650
2022 11 10 25,000 1,500
11,203

254/550



EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn

LIBOR 0.75 3.75

6.20

LIBOR 0.75 4.00

LIBOR 0.67 4.00

LIBOR 0.77 4.00

LIBOR 0.77 4.00

2023 10 5.50
LIBOR 3.64
2024 10 6.375
LIBOR 3.55
2019 10 5.70
LIBOR 3.884
2020 10 5.375
LIBOR 3.922
6.30
2026 11 10 5.30
LIBOR 3.834
2022 11 10 5.00
LIBOR 2.874
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1998 21
0.01 0.01
*

2014 12 31 15,565,696 | 852,784,764 1,052 | (1,170 50,058 | (55,664
2015 12 31 11,191,967 | 863,976,731 1,291 | (1,436 51,349 | (57,100
2016 12 31 9,631,369 | 873,608,100 1,298 | (1,443 52,647 | (58,543
2017 12 31 10,984,763 | 884,592,863 719 (800 53,366 | (59,343
2018 12 31 6,763,421 | 891,356,284 648 721 54,014 | (60,064

0.01 0.01
2014 12 31 80,000 300,500 2,000 | (2,224 9,200 [ (10,230
2015 12 31 80,000 380,500 2,000 | (2,224 11,200 | (12,454
2016 12 31 39,782 420,282 3 € 11,203 | (12,458
2017 12 31 26,000 446,282 650 | (723 11,853 | (13,181
2018 12 31 (26,000) 420,282 (650)| ((723) 11,203 | (12,458

256/550




EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

(

DTC
10041 55 364,683,i§1
DTC () .
2019
10282 200
40233-5000 505000 13,949,461 50
2019
02110
100
) DTC

®
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2019
2019 22
2019
13 (@ B @ 2019
68131 3555 18,784,698(a) 5.12
10022 52nd 55 22,324,244 (b) 6.09
02111 21,098,927 (c) 5.75
19355 100 24,938,587 (d) 6.80
@
2019 14 136
(b) 2013
136 2014 2015
2016 10
2017 24
2018 25 2019
401(k) GS
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2019 26 10-K
FRB
USA GS USA
GS USA
2014 2015 2016 2017 2018
198.06 218.77 245.57 262.14 275.31

(22,024.27 ) (24,327.22 ) (27,307.38 ) (29,149.97 ) (30,614.47 )

151.65 167.49 138.20 209.62 151.70
(16,863.48 ) (18,624.89 ) (15,367.84 ) (23,309.74 ) (16,869.04 )

2018 10 11 12
239.73 245.08 239.45 231.40 234.06 195.66
(26,657.98 ) |(27,252.90 ) |(26.,626.84 ) |(25,731.68 ) |(26,027.47 ) |(21,757.39 )
218.89 226.57 223.80 208.40 188.12 151.70
(24,340.57 ) |(25,194.58 ) |(24.886.56 ) |(23,174.08 ) |(20,918.94 ) |(16,869.04 )

1999
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11

35

2019

M 61

56

2019 22
2019 2019 26
10-K 2018
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M 57
2018 10
20
2019 2018 10
2017 2018
2006 2016 12
1999 2006
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0 65
2012 10
20
2006
2004 2006
2002 2006
2002 2004
1980 1981

NAACP
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2011 10

2011 10 2014
MMC

2006 2011 10
2006 2006

2004 2006

1999 2004

1981 1999
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71

2018

2019
2007 2018
2001 2018 12
2001 2007
1975 2000
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2014 12

2011 2012

2001

1997 1999

1994 1999

1987 1991
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J 63

2016 12

ESG

2009 2015
2008 10 2008 12

2006 2008
1988 2006

*2019
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2008

18

2008
2006 11 2008
1976 2006 11

LNM
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20
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ADP

2004 2014
2002 2004
1998 2002
1997 1998
1996 1997
ADP

1988 1992
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56
2018 12
20
1980 2018
2016 2018
2013 2016
2012 2013
2011 2012
2010 2011
2009

2010
2006 2009
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A 63
2013
30
10
1999 2013
2002 12 2013
2001 12

2002 12

1999 2001 12

271/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

oOoOooodn
0 72
2014 12
J.C.

J.C.

2006 2008
1994 1999
1987 1994
1978 1987
1974 1978
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2019 26
10-K 2018 2019
E 48 2018
2016
2007 10
Fw 63 2011 2001
12
M 54 2018 11
2016 USA
2016 2018 2014 2017
2011 2016 2008
2014
P 58 2018
2000 2002 2005
2017
2015 2017 12 2012
12 2015
E 60 2017
2002
E 49 2018 10
2014 12

2007 2009
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2019 22 2019

2019

@)

© 188,965

© 117,007

© 123,722

R © 141,661
© 292,123

© 231,300

© 2,393,130

20,253
1,256
11,219
79,020
47,194
5,390
45,260
21,814
16,761
242
© 1,054,029

101,782

@3 )@ 5,194,047
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1934

RSU
60
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RSU

60

RSU

RSU

©
©
©
©
©
©
©

©

23 )@

14,045
12,532
11,668
67,529
150,114
69,362
71,551
20,253
1,256
10,202
49,390
47,194
5,390
30,260
19,814
14,761
242
15,561
11,782

723,769
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® © ()
2019
2019
1.41 RSU 1.22
© 2019
17,497
142,009 9,667 484,281 327,543
RSU
(@
123,186 795,130
137,324

276/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

2019 22 2019

2018

*
a
@ ® ©
M 2018 1,887,500 5,700,375 12,775,034 — 299,926 20,662,835
2017 1,850,000 5,745,000 8,547,708 196 233,207 16,376,111
E 2018 1,587,500 6,812,625 8,236,810 - 177,922 16,814,857
M 2018 1,556,827 6,083,974 7,488,028 — 170,784 15,299,613
2018 1,850,000 4,545,000 11,518,639 - 152,828 18,066,467
2017 1,733,333 5,180,000 8,679,168 — 141,329 15,733,830
(018 11 )

(2018 )
J 2018 6,995,000 () - 10,973,443 - 93,191 18,061,634
(2018 ) 2017 6,995,000 () - 9,258,175 35,477 105,766 16,394,418
J 2018 1,587,500 6,442,625 8,736,067 - 177,564 16,943,756

(2018 )
C 2018 2,000,000 4,255,000 16,772,822 — 362,836 23,390,658
2017 2,000,000 4,400,000 15,240,145 4,909 350,212 21,995,266
2016 2,000,000 4,000,000 13,867,044 2,524 337,330 20,206,898

2018 10 2019
2018 10
2018 11
2018 2018 2019
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(a) 2018
RSU 2017
2017
2017 RSU
2017 RSU
RSU
2016
RSU
2016
RSU
2016 PSU
RSU
2016
PSU RSU
ASC 718
2016
11
(b) 2018
99,282
©
') 1,850,000
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oOoOooodn
2017 2018 RSU PSU
PSU 2017 2017 RSU
718 ASC 718
2017 RSU 2017 RSU 2017
RSU 2017 PSU 2017 2017 RSU
2018 18
250.97
2017 PSU PSU
2017
17
RSU 13
2017 RSU RSU
12 2017
2017 PSU RSU 2016 PSU 2016
ASC 718 2016 RSU
2016 RSU 2016 PSU 2016
2017 19
231.41
PSU 10
2016 RSU 2016 RSU
12 2016 RSU
2016 RSU RSU
2015 2016
2015 PSU 2015 RSU
2015 PSU 2015 RSU
21 151.65
2015 RSU 2015 RSU
150 1,033 7,858
1,211 2,574
2018
5,145,000
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oooooog
401(K)
%* dede
M 11,000 118 83,964 665 17,825 118,667 53,479
E 11,000 118 83,964 665 76 69,510 11,515
y 11,000 118 83,964 665 12,824 50,773 10,193
R
11,000 118 83,964 665 12,947 2,041 41,020
J
s 17,820 456 33,588 1,381 19,572 19,494 0
J
11,000 118 83,964 665 35,199 44,056 0
c
11,000 118 83,964 665 31,824 57,225 61,978
*
*x 2018
Fxk 1.3333 2018
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114,491

@
(b)
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2018
2018
2018
2019
M 2018/1/18 0
E 2018/1/18
2018/1/18
M
R 2018/1/18 0
J 2018/1/18
J 2018/1/18
C 2018/1/18 0
(a) 2017 PSU
(b) 2017 2017 RSU
© ASC 718
PSU RSU
250.97
2017 PSU PSU
17
13
2017 RSU  RSU
12

2017

@

53,413

48,160

70,128

2017
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PSU 2017
®)
80,120
39,447
35,861
72,240
49,959
41,838
105,192
RSU
2017
2017
2017
RSU
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2017 RSU

©

12,775,034

8,236,810

7,488,028

11,518,639

10,973,443

8,736,067

16,772,822

RSU RSU
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ooooooo
2018
2018 2017
PSU 2017 2016 PSU
2018 12 31
@ ®
M 53,413 8,922,642
R 48,160 8,045,128
¢ 173,841 29,040,139
@ 2018
2017 PSU 2017 2016 PSU
2016 PSU 2017 PSU
2016 2017 PSU
2017 2019 ROE 2018
2020 ROE
) 2018 12 31
167.05
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(b)

100.5
(c) 2017
18

2017

PSU
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ooooood
2018
2018
2018 2017 RSU
2019
2015 PSU 2018
« X® ®) « J@©
128,000 22,407,973
39,447 9,900,014
35,861 9,000,035
49,959 12,538,210
41,838 10,500,083
48,689 9,715,890
2017
2017 RSU
2017 RSU
2017 2017 RSU
2023 RSU
2018 12 31
2019 2015 PSU PSU
ROE
PSU 48,467 ROE 11.0
PSU 48,689
2017 RSU RSU 2018
250.97
2018 2018
2017 RSU ASC 718
2015 PSU PSU 2019 17 31
10 199.55
421,160
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11 11 9

4

3

9

3

7 7 6

2018

2018
13 ]
18 R EEE U
7 FEzOEE
. AstEn:
. 63
13 -

* 5
** 17
75
2018 2018
97
2018
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2018
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2018 30
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70
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10
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ESG
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2018

2018

2018 NYSE
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10-K 2018
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2019 22 2019
2018 2017
2018 2017
( ) ( )
63.1 54.7
(7,016.72 ) 100% | (6,082.64 ) 100%
@ 9.6 7.6
(1,067.52 ) 100% (845.12 ) 100%
() 2.7 2.1
(300.24 ) 100% (233.52 ) 100%
@
®)
2018 2.7
1.4
2019 22 2019
PwC
PwC
2018 77.0 2017 70.1

(b)
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38 59
131
2018 12 31 2017 12 31 2018 12 31 2017
12 31 2016 12 31
2018 12 31
193
2019 26 (SEC)
10-K 2018
134
2019 4 10 UFJ

111.20
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@
2018 12 2017 12 2016 12
7,862 874,254 7,371 819,655 6,273 697,558
6,514 724,357 5,803 645,294 5,407 601,258
3,199 355,729 3,051 339,271 3,208 356,730
9,451 1,050,951 7,660 851,792 9,933 1,104,550
5,823 647,518 5,913 657,526 3,382 376,078
32,849 3,652,809 29,798 3,313,538 28,203 3,136,174
19,679 2,188,305 13,113 1,458,166 9,691 1,077,639
15,912 1,769,414 10,181 1,132,127 7,104 789,965
3,767 418,890 2,932 326,038 2,587 287,674
36,616 4,071,699 32,730 3,639,576 30,790 3,423,848
674 74,949 657 73,058 182 20,238
12,328 1,370,874 11,653 1,295,814 11,448 1,273,018
3,200 355,840 2,876 319,811 2,823 313,918
740 82,288 588 65,386 457 50,818
1,023 113,758 897 99,746 809 89,961
1,328 147,674 1,152 128,102 998 110,978
809 89,961 733 81,510 788 87,626
1,214 134,997 1,165 129,548 1,081 120,207
2,819 313,473 1,877 208,722 1,900 211,280
23,461 2,608,863 20,941 2,328,639 20,304 2,257,805
12,481 1,387,887 11,132 1,237,878 10,304 1,145,805
2,022 224,846 6,846 761,275 2,906 323,147
10,459 1,163,041 4,286 476,603 7,398 822,658
599 66,609 601 66,831 311 34,583
9,860 1,096,432 3,685 409,772 7,087 788,074
25.53 2,839 9.12 1,014 16.53 1,838
25.27 2,810 9.01 1,002 16.29 1,811
385.4 401.6 427.4
390.2 409.1 435.1
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2018 12 2017 12 2016 12
10,459 1,163,041 4,286 476,603 7,398 822,658
C ) ( )
4 45 22 2,446 (60) (6,672)
2,553 283,894 (807)  (89,738) (544)  (60,493)
119 13,233 130 14,456 (199)  (22,129)
(103)  (11,454) (9) (1,001) - -
/C ) 2,573 286,118 (664)  (73.837) (803)  (89,294)
13,032 1,449,158 3,622 402,766 6,595 733,364
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2018 12 2017 12
130,547 14,516,826 110,051 12,237,671
(139,220 120,420 (
) 139,258 15,485,490 120,822 13,435,406
(23,142 78,189 (
) 135,285 15,043,692 190,848 21,222,298
80,590 8,961,608 65,933 7,331,750
(3,189 3,526
( ) 79,315 8,819,828 84,788 9,428,426
( 55,081 50,335
) 336,161 37,381,103 315,988 35,137,866
30,640 3,407,168 28,346 3,152,075
931,796 103,615,715 916,776 101,945,491
(21,060 22,902 ( ) 158,257 17,598,178 138,604 15,412,765
( ) 78,723 8,753,998 84,718 9,420,642
3,241 5,357 (
) 11,808 1,313,050 14,793 1,644,982
(20,904 24,345 (
) 21,433 2,383,350 24,788 2,756,426
180,235 20,042,132 178,169 19,812,393
( ) 108,897 12,109,346 111,930 12,446,616
(16,963 16,904 ( ) 40,502 4,503,822 46,922 5,217,726
(46,584 38,638 ( ) 224,149 24,925,369 217,687 24,206,794
(132 268 ( ) 17,607 1,957,898 16,922 1,881,726
841,611 93,587,143 834,533 92,800,070
( 11,203 11,853 ) 11,203 1,245,774 11,853 1,318,054
( 891,356,284 884,592,863
367,741,973 374,808,805 ) 9 1,001 9 1,001
2,845 316,364 2,777 308,802
( ) - - - -
54,005 6,005,356 53,357 5,933,298
100,100 11,131,120 91,519 10,176,913
/C ) 693 77,062 (1,880) (209,056)
( 523,614,313 509,784,060 ) (78,670)  (8,748,104) (75,392) _ (8,383,590)
90,185 10,028,572 82,243 9,145,422
931,796 103,615,715 916,776 101,945,491
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2018 12 2017 12 2016 12
11,853 1,318,054 11,203 1,245,774 11,200 1,245,440
- - 1,500 166,800 1,325 147,340
(650) (72,280) (850) (94,520) (1,322)  (147,006)
11,203 1,245,774 11,853 1,318,054 11,203 1,245,774
9 1,001 9 1,001 9 1,001
9 1,001 9 1,001 9 1,001
( ) 2,771 308,802 3,914 435,237 4,151 461,591
- - 35 3,892 - -
( ) 2,771 308,802 3,949 439,129 4,151 461,591
1,355 150,676 1,810 201,272 2,143 238,302
(1,175)  (130,660) (2,704)  (300,685) (2,068)  (229,962)
(80) (8.896) (89) (9,897) (102) (11,342)
(32) (3.558) (189) (21,017) (210) (23,352)
2,845 316,364 2,777 308,802 3,914 435,237
53,357 5,933,298 52,638 5,853,346 51,340 5,709,008
1,751 194,711 2,934 326,261 2,282 253,758
(1,118)  (124,322) (2,220)  (246,864) (1,121)  (124,655)
( ) 15 1,668 8 890 10) 1,112)
_ _ - - 147 16,346
- - 3) (334) - -
54,005 6,005,356 53,357 5,933,298 52,638 5,853,346
( ) 91,519 10,176,913 89,039 9,901,137 83,38 9,272,523
( ) G) .89 - - - -
( ) - - (24) (2.669) - -
( ) _ - - - (305) (33,916)
( ) 91,466 10,171,019 89,015 9,898,468 83,081 9,238,607
10,459 1,163,041 4,286 476,603 7,398 822,658
(1,226)  (136,331) (1,181)  (131,327) 1,129)  (125,545)
(584) (64,941) (587) (65,274) (77) (64,162)
/( ) (15) (1.668) 14) (1,557) 266 29,579
100,100 11,131,120 91,519 10,176,913 89,039 9,901,137
/C )
( ) (1.880)  (209,056) (1,216)  (135,219) (718) (79,842)
( ) - - - - 305 33,916
( ) (1,880)  (209,056) (1,216)  (135,219) (413) (45,926)
/C ) 2,573 286,118 (664) (73,837) (803) (89,294)
693 77,062 (1,880)  (209,056) (1,216)  (135,219)
( )

(75.392) (8.383,590)  (68,694) (7,638,773)  (62,640) (6,965,568)
(3.294)  (366,293) (6,721) (747,375) (6,069)  (674,873)

21 2,335 34 3,781 22 2,446

) (556) (11) (1,223) 0 (778)

(78,670) (8,748,104)  (75,392) (8,383,590)  (68,694) (7,638,773)
90,185 10,028,572 82,243 9,145,422 86,803 9,662,502
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2018 12 2017 12 2016 12
10,459 1,163,041 4,286 476,603 7,398 822,658
/( )
1,328 147,674 1,152 128,102 998 110,978
(2,645)  (294,124) 5,458 606,930 551 61,271
1,831 203,607 1,769 196,713 2,111 234,743
/C ) (160) (17,792) (114) (12,677) 3 334
674 74,949 657 73,058 182 20,238
(
) 7,186 799,083  (30,136) (3.351,123)  (14,723) (1,637,198)
( 3 ) 28,147 3,129,946 10,025 1,114,780 78 8,674
( ) (23,381) (2,599,967)  (11,843) (1,316,942) 13,662 1,519,214
(3.670)  (408,104) (5,296)  (588,915) 1,960 217,952
() 652 72,502 5,815 646,628 (5,726)  (636,731)
/( ) 20,421 2,270,815 (18,227)  (2,026,842) 6,494 722,133
(7.982)  (887,598) (3,184)  (354,061) (2,865)  (318,588)
3,711 412,663 574 63,829 381 42,367
/( Yy () (162) (18.014) (2,383)  (264,990) 14,922 1,659,326
(3.790)  (421,448) (9,853)  (1,095,654) - -
411 45,703 2,900 322,480 1,517 168,690
D) (14,865) (1.652,988)  (16,693) (1,856,262) (4,280)  (475,936)
/( ) (22,677) (2,521,682)  (28,639) (3,184,657) 9,675 1,075,860
'GED) 2,337 259,874 (501) (55,711) (1,506)  (167,467)
C ) ) 586 65,163 (405) (45,036) (808) (89,850)
« ) 4,996 555,555 7,401 822,991 4,186 465,483
C ) (
) (9.482)  (1,054,398) 4,726)  (525,531) (7,375)  (820,100)
APEX (35) (3,892) (237) (26,354) (1,171)  (130,215)
45,927 5,107,082 58,347 6,488,186 50,763 5,644,846
(
) (37.243) (4.141,422)  (30,748) (3,419,178)  (36,556) (4,065,027)
«C ) 2,294 255,003 1,684 187,261 2,115 235,188
) 20,206 2,246,907 14,506 1,613,067 10,058 1,118,450
(650) (72,280) (850) (94,520) - -
(3.294)  (366,293) (6,772)  (753,046) (6,078)  (675,874)
1.,118)  (124,322) (2,223)  (247,198) (1,128)  (125,434)
(1.810)  (201,272) @1,769)  (196,713) (1,706)  (189,707)
( ) - - 1,495 166,244 1,303 144,894
( ) 38 4,226 7 778 6 667
- - 3) (334) - -
22,752 2,530,022 35,206 3,914,907 12,103 1,345,854
/C ) () 20,496 2,279,155  (11,660) (1,296,592) 28,272 3,143,846
110,051 12,237,671 121,711 13,534,263 93,439 10,390,417
130,547 14,516,826 110,051 12,237,671 121,711 13,534,263
2018 167.2 2017 111.7 2016 71.4
2018 12.7 2017 14.2 2016 10.6
2018
. 773
109
3 35 35
2017
. 465
107
. 237 248
2016
. 389 112
. ASU No.2015-02 200
. 18.1 697 11.1
. 10.4 APEX  13.1 F 19
. 127 124
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(©)
1869
M&A
2018 2017 2016 2018 12 31 2017 12 31 2016
12 31 12 31
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13
12

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29

30

VIE

VIE
VIE VIE
VIE VIE VIE
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2018

20

ASC 606

50

VIE
()
2018
606
2018
80%
25
2018
2018
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13

NAV
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50%
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2018 2018

2018
2018

12 12

2018

2018
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2018
2018
2018 12
2024
2024 250
10
11
2018 12 106.6 2017 12 107.9
2018 12 1,198.9 2017 12
992.6
2018 12 231.4 2017 12 184.4
10
2018 12 538.1
2017 12 601.1 2018
12 255.0 2017 12 246.8
8
2018 12 38.3
2017 12 46.3
2018 12 2017 12
2018 12

2017 12
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2018

2018 12
19.4

2018 12 1,739.9
2017 12 1,715.0
2018 12 62.4 2017 12 66.7

2018 12 2017 12

10
10
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ASC 606 2014 FASB ASU No.2014-09 ASU
2018 ASU
2018
2018 ASU 53
2018
300
ASC 825 2016 FASB ASU No.2016-01
825 ASU
ASU
DVA
2016 DVA ASU DVA 305
2018 ASU
ASC 842 2016 FASB ASU No.2016-02 842 ASU
ASU
ASU
2019 ASU 2019 ASU
17.7 12
ASC 718 2016 FASB ASU No.2016-09
718
ASU
ASU
2017 1 ASU
35
24 11
ASU
ASC 326 2016 FASB ASU No.2016-13

326 ASU
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CECL
ASU
PCI ASU 2020
2019 2020 ASU
CECL
2019 CECL
ASU
ASC 230 2016 FASB ASU No.2016-15
230 ASU
ASU 2018 2017 485
477
8 2016 406
405 1
ASC 805 2017 FASB ASU No.2017-01 805
ASU
ASU 2018 ASU
ASU
ASC 350 2017 FASB ASU No.2017-04
350 - ASU
ASU
ASU 2017 ASU
ASC 610-20 2017 2
FASB ASU No.2017-05 610-20
ASU
2018 ASU ASU
ASC 815 2017 FASB ASU No.2017-12

815
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2018 ASU
220
2019 ASU

820 -

ASU

ASC 820
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ASU
ASC 220 2018 FASB ASU No0.2018-02
ASU
Tax Cuts and Jobs Act
ASU
2018 FASB ASU No0.2018-13
ASU
NAV
2018 ASU
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2018 12
2,635 -
110,616 5,080
43,607 25,347
3,369 -
12,949 1
31,207 10,411
1,233 -
1,864 1
76,170 25,463
3,729 -
NAV 3,936 -
291,315 66,303
44,846 42,594
336,161 108,897
2017 12
1,608 -
76,418 17,911
33,956 23,311
3,436 1
11,993 -
33,683 7,153
1,471 -
2,164 1
96,132 23,882
3,194 40
NAV 4,596 -
268,651 72,299
47,337 39,631
315,988 111,930
®
L ]
L ]
2018 12 2017 12
84.9
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2018 12 2017 12 2016 12

(2.056) 6,406 (1,979)

1,276 701 1,854

4,582 (3,249) 6,158

5,186 3,162 2,873

463 640 1,027

9,451 7,660 9,933

5,823 5,013 3,382
15,274 13,573 13,315

25
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/

2018 12 2017 12
170,463 155,086
354,515 395,606

22,181 19,201
NAV 3,936 4,596
(49,383) (56,366)
501,712 518,123
931,796 916,776
2.4% 2.1%
4.4% 3.7%
54,151 63,589
258,335 261,719
23,804 19,620
(39,786) (39,866)
296,504 305,062
8.0% 6. 4%
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2018 12 2017 12
17,227 15,395
4,948 3,802
6 4
22,181 19,201
2018 12 2017 12

NAV
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1 2 3
2018 12
1,489 1,146 - 2,635
82,264 28,327 25 110,616
33,231 10,366 10 43,607
- 2,350 1,019 3,369
- 12,286 663 12,949
468 26,515 4,224 31,207
- 1,210 23 1,233
- 1,326 538 1,864
52,989 12,456 10,725 76,170
- 3,729 - 3,729
170,441 09,711 17,227 287,379
NAV 3,936
291,315
(5,067) 13) - (5,080)
(23,872) (1,475) - (25,347)
- () - @
) (10,376) G (10,411)
- @ - @
(25,147) (298) (18) (25,463)
(54,090) (12,164) (49) (66,303)
2017 12
398 1,209 1 1,608
50,796 25,622 - 76,418
27,070 6,882 4 33,956
- 2,310 1,126 3,436
- 11,325 668 11,993
752 29,661 3,270 33,683
- 1,401 70 1,471
- 1,812 352 2,164
76,044 10,184 9,904 96,132
- 3,194 - 3,194
155,060 93,600 15,395 264,055
NAV 4,596
268,651
(17,845) (66) - (17,911)
(21,820) (1,491) - (23,311)
- @ - @
o) (7,099) (52) (7,153)
- (€)) - @
(23,866) - (16) (23,882)
- (40) - (40)
(63,533) (8,698) (68) (72,299)
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<2018 12 2017 12
3
)
2018 12 2017 12
3 1,019 1,126
6.9%  22.5%(12.4%) 4.6%  22.0%(13.4%)
9.7%  78.4%(42.9%) 14.3%  89.0%(43.8%)
() 0.4  7.1G.7) 0.8  6.4(2.1)
3 663 668
2.6%  19.3%(9.2%) 2.3%  15.0%(8.3%)
8.3%  37.7%(19.2%) 12.56  43.0%(21.8%)
() 1.4 14.0(6.7) 0.7 14.0(6.9)
3 4,224 3,270
0.7%  32.3%(11.9%) 3.6%  24.5W(12.3%)
0.0%  78.0%(57.8%) 0.0%  85.3%(62.8%)
() 0.4 13.5(3.4) 0.5 7.6(3.2)
3 10,725 9,904
1.0 23.6 (8.1 ) 1.1 30.5 (8.9 )
/ 6.5%  22.1%(14.3%) 3.0%  20.3%(14.0%)
3.5%  12.3%(6.1%) 4.3%6  12.0%(6.1%)
3 596 427
4.1%  11.5%(9-2%) 4.0%  11.7%(8.4%)
() 2.2 4.8(2.8) 3.5  11.4(5.1)
L J
L J
L ]
<2018 12 2017 12
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2018 12 2017 12
15,395 18,035
/( 501 419
/( 816 1,144
2,286 1,635
(2.18%) (3,315)
(2,595) (2,265)
5,149 2,405
(2,141) (2,663)
17,227 15,395
(68) (62)
/( 6 ®)
/( ©) (28)
41 97
(26) (20)
8 (32)
Q)] (18)
4 3
(49) (68)
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2018 12 2017 12

1,126 1,645

/( 67 35

/( 6 71

133 176

(126) (319)

(411) (392)

3 538 141

3 (314) (231)

1,019 1,126

668 845

/( 53 37

/( 16 96

119 98

(209) (246)

(163) (104)

3 242 21

3 (63) 79)

663 668

3,270 4,640

/( 214 145

/( (G0 13)

941 666

(480) (1,003)

(850) (1,062)

3 1,754 1,130

3 (575) (1,233)

4,224 3,270

9,904 10,263

/( 157 185

/( 776 982

990 624

(1,319) (1,702)

(1,013) (559)

3 2,013 1,113

3 (1,183) (1,002)

10,725 9,904

427 642

/( 10 17

/( 68 8

103 71

(G0) (45)

(158) (148)

3 202 -

3 6) (118)

596 427

2018 12 2018 13.2
501 816
(96) 908 505
/

2018
2018
2018

320/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

OooooOodd
2017 12 2017 15.6
419 11.4
(99) 11.3 532
/
2017
2017
2017
2018 12
5 5,954 5,879 2.10%
5 6,231 6,153 2.44%
12,185 12,032 2.28%
12,185 12,032 2.28%
2017 12
5 3,834 3,800 1.95%
5 5,207 5,222 2.41%
9,041 9,022 2.22%
5 19 19 0.43%
5 233 235 4.62%
252 254 4.30%
9,293 9,276 2.27%
<2018 12 2017 12
«2017 12
<2018 12 153 1
2017 12
2018 2017
NAV
NAV
NAV
NAV
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FRB
2013 12
2022
NAV
2018 12
2,683 809
548 1,099
161 -
544 203
3,936 2,111
2017 12
3,478 614
266 985
223 -
629 201
4,59 1,800
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2018 12 2017 12
760 1,553 554 644
5,040 3,552 5,392 2,773
227,274 211,091 274,986 249,750
233,074 216,196 280,932 253,167
4,778 4,517 5,727 5,670
14,658 13,784 16,966 15,600
19,436 18,301 22,693 21,270
11 16 23 363
656 800 988 847
85,772 87,953 94,481 95,127
86,439 88,769 95,492 96,337
4,445 4,003 4,135 3,854
433 439 197 197
12,746 15,595 9,748 12,097
17,624 20,127 14,080 16,148
13,431 11,765 10,552 10,335
34,687 40,668 40,735 45,253
48,118 52,433 51,287 55,588
404,691 395,826 464,484 442,510
2 - 21 -
3,024 7 2,309 3
3,026 7 2,330 3
25 53 15 30
54 61 34 114
79 114 49 144
3,105 121 2,379 147
407,796 395,947 466,863 442,657
(14,377) (14,377) (12,963) (12,963)
(8,888) (8,888) (9,267) (9,267)
(290,961) (290,961) (341,824) (341,824)
(314,226) (314,226) (364,054) (364,054)
(1,389) (164) (2,423) (180)
(47,335) (38,963) (53,049) (38,792)
(48,724) (39,127) (55,472) (38,972)
(362,950) (353,353) (419,526) (403,026)
4,270 3,050 2,301 2,233
657 309 650 70
39,919 39,235 44,386 37,328
44,846 42,594 47,337 39,631
(614) (1,328) (602) (2,375)
(12,740) (8.414) (13,947) (8,722)
31,492 32,852 32,788 28,534
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2018 12 2017 12
5,139,159 10,212,510
14,290,327 14,739,556
12,858,248 12,862,328
32,287,734 37,814,394
394,494 386,163
762,653 868,226
1,157,147 1,254,389
5,599 10,450
113,360 98,549
6,596,741 7,331,516
6,715,700 7,440,515
259,287 239,749
1,516 3,925
244,958 250,547
505,761 494,221
635,988 655,485
1,070,211 1,127,812
1,706,199 1,783,297
42,372,541 48,786,816
85,681 52,785
12,022 15,188
97,703 67,973
2,911 2,210
8,089 8,347
11,000 10,557
108,703 78,530
42,481,244 48,865,346
L d
L ]
L ]
L d
2018 12
106.8 2017 12 112.4 2018 12 119.5
2017 12 130.0
«2018 2
2017 12
36 19
<2018 11 19
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1 2 3
2018 12
12 235,680 408 236,100
- 15,992 3,444 19,436
- 85,837 681 86,518
- 17,193 431 17,624
10 47,168 940 48,118
« ) 2 401,870 5,904 407,796
- (312,611) (956) (313,567)
2 89,259 4,948 94,229
(659)
(48,724)
(D) 44,846
24) (215,662) (517) (216,203)
- (16,529) @1,772) (18,301)
- (88,663) (220) (88,883)
- (19,808) (319) (20,127)
(€)) (49,910) (2,486) (52,433)
« ) (61) (390,572) (5,314) (395,947)
- 312,611 956 313,567
(61) (77,961) (4,358) (82,380)
659
39,127
« ) (42,594)
2017 12
18 282,933 311 283,262
- 19,053 3,640 22,693
- 95,401 140 95,541
- 13,727 353 14,080
8 50,870 409 51,287
« ) 26 461,984 4,853 466,863
- (362,109) (1,051) (363,160)
26 99,875 3,802 103,703
(894)
(55,472)
« ) 47,337
(28) (252,421) (721) (253,170)
- (19,135) (2,135) (21,270)
- (96,160) (321) (96,481)
- (15,842) (306) (16,148)
(28) (53,902) (1,658) (55,588)
« ) (56) (437,460) (5,141) (442,657)
- 362,109 1,051 363,160
(56) (75,351) (4,090) (79,497)
894
38,972
« ) (39,631)
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3
)
2018 12 2017 12
C ) (109) (410)
(10)%  86%(66%/64%) (10)%  95%(71%/79%)
(bps) 31  150(74/65) 31 150(84/78)
« ) 1,672 1,505
28%  84%(61%/60%)
(bps) 1 810(109/63) 1 633(69/42)
2 99(44/40) 0  97(42/38)
25%  70%(40%/40%) 22%  73%(68%/73%)
C ) 461 (181)
10%  70%(40%/36%) 49%  72%(61%/62%)
) 112 47

10%  75%(28%/27%)

@.32) 4.68
((0-26)/(0.30))

9% 79%(24%/24%)

(2.38) 3.34
((0.22)7(0.12))

(G.4) 16.62 (2.86)  23.61
(4.53/3.94) (6.47/2.35)
« ) (1,546) (1,249)
(68)h  97%(48K/51%) G6)%h  94%(50%/52%)
3% 102%(20%/18%) 4% T2%(24%/22%)
«2018 12
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2018 12 2017 12
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2018 12 2017 12
(289) @,217)
(113) (119)

1,251 (436)
612 301

(1,510) (611)
573 1,891

34 (39)

31 (58)

590 (288)
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2018 12 2017 12
C )
(410) (381)
/( 6D (62)
/( 122 20
8 4
@ a»
171 30
3 (©)) 12)
3 62 5
(109) (410)
C )
1,505 2,504
/( (23) 42
/( 2 (188)
53 20
(65) ()
244 (739)
3 (35) 3
3 ©) (110)
1,672 1,505
C )
(181) 3
/( (1) 39
/( 372 (192)
36 4
(25 (©)
212 62
3 101 ©)
3 (6)) )
461 (181)
(
a7 73
/( 18 (&)
/( 61 216
42 102
(64) (301)
12 @70
3 21 (25)
3 (25) 13
112 47
C )
(1,249) (3,416)
/( ® (56)
/( 694 (292)
473 171
(1,354) (266)
(66) 2,565
3 44 4
3 6 41
(1,546) (1,249)
2018 12 2018 11.4
113
11.1 28
2018 3
2018
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2017 12 2017 555
119 436
90 465

2017

2017
2017
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1 1-5 5
2018 12
2,810 13,177 47,426 63,413
807 3,676 3,364 7,847
10,976 5,076 6,486 22,538
4,978 2,101 145 7,224
4,962 5,244 1,329 11,535
(3,409) (3,883) (2,822) (10,114)
21,124 25,301 55,928 102,443
(13,143)
(48,724)
40,576
4,193 9,153 29,377 42,723
1,127 4,173 1,412 6,712
13,553 6,871 4,474 24,808
4,271 2,663 3,145 10,079
9,278 5,178 3,060 17,516
(3,409) (3,883) (2,822) (10,114)
29,013 24,155 38,646 91,814
(13,143)
(39,127)
39,544
2017 12
3,717 15,445 57,200 76,362
760 4,079 3,338 8,177
12,184 6,219 7,245 25,648
3,175 2,526 181 5,882
4,969 5,607 1,387 11,963
(3,719) (4,594) (2,807) (11,120)
21,086 29,282 66,544 116,912
(16,404)
(55,472)
45,036
4,517 8,471 33,193 46,181
2,078 3,588 1,088 6,754
14,326 7,119 4,802 26,247
3,599 2,167 2,465 8,231
6,453 6,647 3,381 16,481
(3,719) (4,594) (2,807) (11,120)
27,254 23,398 42,122 92,774
(16,404)
(38,972)
37,398
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2018 12 488.3
5,541.7 6,030.0 2017 12
323.3 6,110.4
6,433.7
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( )
251- 501-
0-250 500 1,000 1,000
2018 12
/
1 145,828 9,763 1,151 3,848 160,590
1-5 298,228 21,100 13,835 7,520 340,683
5 45,690 5,966 1,121 122 52,899
489,746 36,829 16,107 11,490 554,172
/
413,445 25,373 14,243 8,841 461,902
115,754 14,273 7,555 3,513 141,095
8,656 543 95 80 9,374
1,990 1,415 1,199 3,368 7,972
/C ) 6,666 (872) (1,104) (3.288) 1,402
2017 12
/
1 182,446 8,531 705 4,067 195,749
1-5 335,872 10,201 8,747 7,553 362,373
5 49,440 2,142 817 519 52,918
567,758 20,874 10,269 12,139 611,040
/
492,325 13,424 9,395 10,663 525,807
99,861 14,483 1,777 1,442 117,563
14,317 513 208 155 15,193
896 402 752 3,920 5,970
/C ) 13,421 111 (544) (3,765) 9,223
L ]
L J
. /
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/ 2018 371 2017 66
2016 85
2018 12 2017 12
980 882
1,297 1,200
317 318
10,229 9,578
2018 12 2017 12
29,583 29,877
24,393 25,329
1 262 358
2 959 1,856
LIBOR
80 125
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23
/
2018 12 2017 12 2016 12
(1,854) (2,867) (1,480)
1,295 2,183 834
15,912 10,181 7,104
. /
. 2017 (684) 2016 (646)
/
2018 12
11,924 (156)
4,450 )
68,839 2,759
17.4
2018 12 15.1
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2018 ASU No.2017-12
2018 1
/
2018 12 2017 12 2016 12
577 (805) 135
(50) (67) (85)
2018
2017 41 205
164 2016 28
167 139
/ 2017 2016
2018 12 19.9 2017 12 18.1
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FICC
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( )

2018 12
- 139,220 - 139,220
- 23,142 - 23,142
- 3,183 6 3,189
- 165,545 6 165,551
- (17,892) (3,168) (21,060)
- (78,694) (29) (78,723)
- (3,241) - (3,241)
- (20,734) (170) (20,904)
- (12,887) (4,076) (16,963)
- (34,761) (11,823) (46,584)
- @ (131) (132)
- (168,210) (19,397) (187,607)

2017 12
- 120,420 - 120,420
- 78,189 - 78,189
- 3,522 4 3,526
- 202,131 4 202,135
- (19,934) (2,968) (22,902)
- (84,681) @3N (84,718)
- (5,357) - (5,357)
- (23,956) (389) (24,345)
- (12,310) (4,594) (16,904)
- (31,204) (7,434) (38,638)
- (228) (40) (268)
- (177,670) (15,462) (193,132)

2018 12
2017 12
2018 12 2017 12

10

2018 12
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oOoOooodn
2017 12
0.6 13.0 3.3
0.7 11.0 2.7
2017 12
10
15
16

2018 12 2017 12

14
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) 2018 12 2017 12
4 55
/( 2 -
- 1
- (52)
6 4
(15,462) (14,979)
/( (491) (362)
/( 2,013 (1,047)
- (©))
- 1
(11,935) (8,382)
7,010 6,859
(1,416) (611)
884 3,062
(19,397) (15,462)

343/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

Oooooodo
) 2018 12 2017 12
(2,968) (3,173)
/( (25 ®
/( 272 (239)
(796) (661)
298 232
® -
59 879
(3,168) (2,968)
@n (66)
/( 2 [¢))
6 30
(29) (37)
(389) (557)
/( 15) 17
/( 11 (40)
- ®
- 1
® 32)
157 171
10 12)
84 66
(170) (389)
(4,594) (3,896)
/( (125) (332)
/( 558 (230)
(4,564) (4,599)
4,481 3,675
@2 (131)
240 919
(4,076) (4,594)
(7,434) (7,225)
/( (349) (60)
/( 1,262 (559)
(6,545) (3,071)
2,068 2,751
(1,326) (468)
501 1,198
(11,823) (7,434)
40) (62)
/( 23 19
/( 92) 22
(22) (19)
(131) (40)
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2018

2018

2018

2017

2017

2017

2017

12

12

/(
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2018
491 20.1 )
883 @
) 641
2017
362 10.5
12.0 45
149
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15.2

€Y)

14.1

10
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( ) 2018 12 2017 12 2016 12
1,443 (2,585) (1,028)
926 (1,357) 584
(68) 222 (55)
349 (620) (630)
2,650 (4,340) (1,129)
. /
. / )
23
«2018 2017 2016 /
. /
( ) 2018 12 2017 12
1,837 952
%0
5,260 5,266
90 2,010 2,104
90
2018 12 2017 12
45 31
77.2 99.4 18
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2018 12 2017 12
2018 12 2017 12 23.8
16.9
2018 211 2017 268 2016 281
DVA /
( ) 2018 12 2017 12 2016 12
DVA 3,389 (1,232) (844)
DVA 2,553 (807) (544)
<DVA
. / 2018 2017
2016
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2018 12 12
37,283 30,749
17,219 16,591
11,441 7,987
7,284 6,234
4,536 1,912
3,893 3,263
81,656 66,736
(1,066) (803)
80,590 65,933
807.4
2018 12 2017 12

401.0 275.4
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( ) 2018 12 2017 12
113,484 118,553
7,513 5,951
120,997 124,504
«2018 12 2017 12 443
286 423 274
<2018 12 2017 12 37.8
22.7
2018 12 2017 12 11.2 772
26.6 15.0
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PCI
PCI
PCI
PCI
PCI
( ) 2018 12 2017 12
581 1,116
2,457 3,327
4 10
3,042 4,453
5,576 9,512
459 662
( ) 2018 12 2017 12 2016 12
839 1,769 2,514
937 1,961 2,818
1,881 4,092 6,389
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PCI
18
2018 12 2017 12 PCI

75.8 63.7

( D)

2018 12
28,290 81,959 110,249
45,788 39,038 84,826
74,078 120,997 195,075

2017 12
24,192 89,409 113,601
36,179 35,095 71,274
60,371 124,504 184,875

2018 12

/ 70,153 117,923 188,076

3,925 3,074 6,999
74,078 120,997 195,075

2017 12

/ 56,720 119,427 176,147
3,651 5,077 8,728
60,371 124,504 184,875
/
FICO FICO
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Ooooooog
FICO

( ) 2018 12 2017 12

4,536 1,912

FICO

660 88 89
660 12 11

100 100
PCI

PCI
2018 12 2017 12 PCI
838 845 2018 12 2017 12
27 61 2018
12 2017 12
2018 12 2017 12 30 208 567
PCI
PCI

. PCI
. PCI
*PCl

FICO
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ooooooo
( ) PCI
2018 12
358 36,925 - 37,283
46 17,173 - 17,219
9 10,851 581 11,441
425 4,402 2,457 7.284
- 4,536 - 4,536
- 3,889 4 3,893
838 77,776 3,042 81,656
31 113,453 - 113,484
- 7,513 - 7,513
31 120,966 - 120,997
2017 12
377 30,372 - 30,749
163 16,428 - 16,591
- 6,871 1,116 7,987
231 2,676 3,327 6,234
- 1,912 - 1,912
74 3,179 10 3,263
845 61,438 4,453 66,736
53 118,500 - 118,553
- 5,951 - 5,951
53 124,451 - 124,504
. 2018 12
2017 12 484 492
- 2018 12 2017
12 1.0 1.3
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2018 12 2017 12
(
803 274 509 212
(337) - (203) -
654 20 574 83
(54) (8) an (1)
1,066 286 803 274
102 3 119 14
848 283 518 260
PCI 116 - 166 -
1,066 286 803 274
«2018 PCI
2017
- 2018 2017
PCI
. 2018 12 2017 12
1.3 1.2
. 2018 0.5 2017 0.4
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10
23
( ) 2018 12 2017 12
139,258 120,822
135,285 190,848
78,723 84,718
11,808 14,793
=2018 12 2017 12 231.4 781.9

32.4 53.6
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FICC
2018 12 2017 12
( )
2018 12
246,284 139,556 185,749 16,079
(107,026) (4,271) (107,026) (4,271)
139,258 135,285 78,723 11,808
(5.870) (1,104) (5.870) (1,104)
(130,707) (127,340) (70,691) (10,491)
2,681 6,841 2,162 213
2017 12
209,972 195,783 173,868 19,728
(89,150) (4,935) (89,150) (4,935)
120,822 190,848 84,718 14,793
(5,441) (4,412) (5,441) (4,412)
(113,305) (177,679) (76,793) (9,731)
2,076 8,757 2,484 650
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( )
2018 12
100 -
88,060 -
84,443 2,438
3 -
221 -
5,495 195
25 -
7,402 13,446
185,749 16,079
2017 12
97 -
80,591 -
73,031 2,245
43 -
338 -
7,140 1,145
55 -
12,573 16,338
173,868 19,728
2018 12
( )
65,764 8,300
30 82,482 4,273
31 90 14,636 774
91 17,137 2,503
5,730 229
185,749 16,079
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. VIE

2018 12 2017 12
84.7 53.1

2018 12 2017 12
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0oooood
( )
2018 12
3,528 6,027 9,555
9,010 2,339 11,349
529 - 529
13,067 8,366 21,433
8,960 7,550 16,510
4,107 816 4,923
2017 12
7,704 6,856 14,560
- 336 336
6,779 3,006 9,785
107 - 107
14,590 10,198 24,788
12,454 9,870 22,324
2,136 328 2,464
«2018 12 2017 12
4.02 3.89
*2017 12 2.61
. 2018 12 2017 12
24.0 15.5 2018 12
2017 12 24.1 15.7
2018 12 2017 12 124.1 166.1
2018 12 2017 12
41.0 57.1
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ooooooo
( 2018 12
9,555
2020 4,435
2021 1,276
2022 2,387
2023 776
2024 3,004
11,878
21,433
L ]
L ]
( 2018 12 2017 12
681,516 763,984
565,625 599,565
2018 12 141.0 2017 12

15.2
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11

10

2018 12 2017 12
55,081 50,335
73,540 78,656
8,037 4,838

2018 12 2017 12 230.3 104.2

23

361/550
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( ) 2018 12 2017 12 2016 12
21,229 18,142 12,164
8,745 7,872 233
1,914 481 181
31,888 26,495 12,578
296 264 189
( )
2018 12
24,506 1,758 29
19,560 941 15
15,088 448 10
3,311 133 3
62,465 3,280 57
2017 12
20,232 1,120 16
10,558 711 17
7,916 228 7
2,108 56 1
40,814 2,115 2
. 2018 12 2014 2017
12 2012
«2018 12 2017 12 32.8 21.3
VIE
2018 12 2017 12
75 86 2018 12 2017 12
10.9 12.6
12 VIE
( ) 2018 12 2017 12
3,151 2,071
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7.2 6.0
11.9 9.4
10 @n 19
20 (53) (35)
4.7 4.2
10 (75) (35)
20 Q4an (719)
2018 12 133
4.2 2017 12 56 4.5
2018 12 2017 12
2018 12 2017 12 133

56
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VIE

VIE

VIE

VIE
VIE

*VIE

*VIE

*VIE

VIE

VIE

VIE

VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE

VIE
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VIE

oOoOooodn
VIE
11
11
VIE
VIE
VIE
VIE VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE
VIE VIE
VIE
VIE VIE
VIE
VIE VIE
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VIE
VIE VIE VIE
VIE
VIE
VIE VIE
VIE
VIE VIE
VIE VIE
VIE
VIE
( ) 2018 12 2017 12
VIE
VIE 118,186 97,962
9,543 8,425
478 214
3,280 2,115
983 1,172
2,745 3,462
8,975 8,644
4,728 4,216
20,711 19,609
<VIE
VIE VIE
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VIE

( ) 2018 12 2017 12
VIE 73,262 55,153
4,090 3,128
3,147 2,059
941 1,067
35 11
77 99
4,200 3,236
VIE 18,851 15,539
3,601 3,289
20 2
1,543 1,617
113 238
3,572 3,051
5,228 4,906
VIE 15,842 16,251
1,563 1,660
458 212
133 56
42 105
1,113 1,779
8,782 8,303
867 817
10,937 11,060
VIE 10,231 11,019
289 348
54 55
3 4
289 348
346 407

2018 12 2017 12 VIE
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VIE
VIE
) 2018 12 2017 12
VIE
84 275
2 2
319 427
2,034 1,194
1,261 1,273
3,700 3,171
1,204 1,023
20 15
45 79
207 225
1,100 577
2,576 1,919
VIE ( )VIE (ii)VIE
VIE
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VIE
) 2018 12 2017 12
84 275
269 375
1,815 896
1,258 1,267
3,426 2,813
596 327
20 15
1,100 577
1,716 919
2 2
50 52
210 242
3 6
265 302
140 207
140 207
9 56
9 56
468 489
45 79
207 225
720 793
VIE
VIE VIE
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( ) 2018 12 2017 12
18,317 15,094
4,082 4,038
1,529 3,728
6,712 5,486
30,640 28,346
. 2018 12 2017 12 90.8 82.8
2018 12 2017
12 55.7 59.7 PCI
2018 12 2017 12 896 982
VIE
<2018 12 2017 12
24
. 2018 12 2017 12
12.9 800 2018 12
10 2017 12
10 2018 12 2017 12
2018 12 2017 12
. 2018 12 2017 12
qualified affordable housing projects 653
. 2018 12
10.1 2018 15.3
2019 2018
ASU
No.2016-02 2019 1
ASU No.2016-02
2018 12 2017 12 365 634
. 2018 12 2017 12 357

275
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( ) 2018 12 2017 12
98 98
183 183
FICC 269 269
2,403 2,403
105 105
91 2
609 605
3,758 3,665
2018
. 2018
ROE 2017
2018
2017
1.0
( ) 2018 12 2017 12
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FICC 10 37
37 88
178 140
99 108
324 373
1,117 1,001
(970) (903)
147 188
636 584
(459) (399)
177 185
1,753 1,675
(1,429) (1,302)
324 373
2018 137
2017 113
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( ) 2018 12 2017 12 2016 12
152 150 162
( ) 2018 12
2019 113
2020 56
2021 42
2022 32
2023 27
2018 2017 2016
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14
( )
2018 12
52,028 2,311 54,339
27,987 7.641 35,628
- 35,876 35,876
15,903 - 15,903
1 16,510 16,511
95,919 62,338 158,257
2017 12
50,579 1,623 52,202
13,787 3,330 17,117
- 35,704 35,704
16,019 - 16,019
1 17,561 17,562
80, 386 58,218 138,604
. 2018 12 2017 12
210.6 229.0
. 2018 12 2017 12 1.8 2.0
. FDIC
2018 12 2017 12
*FDIC 2018 12 2017 12 862.7 750.2
. 2018 12 2017 12 60.5 227
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( ) 2018 12 2017 12

126,444 111,002

31,813 27,602

158,257 138,604

USA GS USA
GSIB
2018 12
( )
2019 18,787 15,138 33,925
2020 7,328 041 8,269
2021 5,512 a 5,553
2022 5,142 83 5,225
2023 4,546 57 4,603
2024 3,901 862 4,763
45,216 17,122 62,338
2018 12 37.8 171.2
2018 12 2017 12
2018 12 2017

12
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15
) 2018 12 2017 12
9,555 14,896
40,502 46,922
50,057 61,818
10
2018 12 2017 12
) 2018 12 2017 12
27,476 30,090
10,908 12,973
2,118 3,859
40,502 46,922
2.51% 2.28%
2018 12 2017 12
209.1 262.8
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( ) 2018 12 2017 12
C ) 11,878 9,892
224,149 217,687
236,027 227,579
10
( )
2018 12
97,354 34,030 131,384
2,581 2,624 5,205
30,565 21,157 51,722
23,756 12,082 35,838
154,256 69,893 224,149
2017 12
101,791 35,116 136,907
2,244 1,859 4,103
29,637 23,938 53,575
14,977 8,125 23,102
148,649 69,038 217,687
- 2067
. LIBOR
. 2018 12 2017 12 2.00 10.04 4.22
1.60 10.04 4.24
. 2018 12 2017 12 0.31 13.00
2.43 0.31 13.00 2.60
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2018 12
( )
2020 22,343 7,028 29,371
2021 20,128 2,836 22,964
2022 21,191 2,268 23,459
2023 21,566 6,306 27,872
2024 97,878 22,605 120,483
183,106 41,043 224,149
. 42.4
2020 94 2021 259 2022 (69)
2023 (36) 2024 39.9
2018 41.0 45.3
43.7 160 112
48
( )
2018 12
- 28 28
71,221 3,331 74,552
16,387 30,169 46,556
95,498 7,515 103,013
183,106 41,043 224,149
2017 12
- 147 147
86,951 3,852 90,803
18,207 20,284 38,491
85,324 2,922 88,246
190,482 27,205 217,687
2018 12 2017 12 3.21
3.79 2.79 2.86 3.67 2.02
2018 12 2017 12
2018 12 2017
12
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2018 12 2017 12 2021 2045
2020 2045
( )
2018 12
14,023 15,703 4.09%
1,140 1,425 3.19%
15,163 17,128 4.02%
2017 12
14,117 16,235 3.31%
1,168 1,539 2.3
15,285 17,774 3.24%
. 2018 12 2017 12 140.2 139.6
2018 12 2017 12 157.0
160.8
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|
85
2018 12
11.1 27.8
1.0
2017 12 11.7
11.3 35.1
6.345 2034 15
10
2034 6.345
253 11
11
E F
0 2022
APEX
17
( 2018 12 2017 12
6,834 6,710
2,864 4,051
1,568 553
122 156

6,219 5,452
17,607 16,922
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«2017 12 2018 12
24
«2017 12 2018 12
2018 2
«2018
2018 12
18
( ) 2018 12 2017 12
81,729 93,115
51,793 45,291
4,060 5,340
137,582 143,746
54,480 41,756
15,429 16,902
445 437
7,595 6,840
4,892 6,310
220,423 215,991
2018 12
2020 2022
( ) 2019 2021 2023 2024
13,101 27,859 39,409 1,360
4,884 11,851 26,803 8,255
699 2,143 589 629
18,684 41,853 66,801 10,244
54,477 - 3 -
15,429 - - _
401 1 3 1
3,587 819 1,203 1,986
4,815 77 - -
97,393 42,750 68,010 12,270
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( ) 2017 12
120,997 124,504
8,602 9,838
7,983 9,404
137,582 143,746
2018
12 2017 12 939.9 859.8
2018 12 2017 12 279.2 424 .1
SMFG
2018 12 2017 12 155.2 257.0 SMFG
950 95
10 70 SMFG
2018 12 2017 12 550
SMFG
/
2018 12 2017
12 24.2 20.9
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2069
( ) 2018 12
2019 281
2020 271
2021 218
2022 177
2023 142
2024 1,310
2,399
2018 292 2017 273 2016
244
2019
13
2018 2017
2016 68
27
2005 2008
2021
18.0 2018 12 12.0
( )
2018 12
4,105 - 38
/
2019 101,169 27,869 1,379
2020 2021 77,955 - 2,252
2022 2023 17,813 - 2,021
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2024 67,613 - 241
264,550 27,869 5,803
2017 12
3,843 - 37
/
2018 113,766 37,959 723
2019 2020 59,314 - 1,515
2021 2022 24,712 - 1,209
2023 45,343 - 137
243,135 37,959 3,584
. 2018 12 2017 12 14.8 13.3
2018 12 2017 12 55.9 51.7
2018
/
2018 12 2017 12 287.5
390.3
I APEX
1 APEX 16
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2018 12 2017 12

2018 12 2017 12

GS

GS&Co. GS USA
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19
2018 12 2017 12 40.0
200 0.01
10b5-1
FRB
2018 12 2017 12 2016 12
) 13.9 29.0 36.6
) 236.22 231.87 165.88
( - ) 3,294 6,721 6,069
2018 1,120 2017 12,165 2016 49,374 2018 0.3 2017
2016 2018 5.0 2017 12.7 2016 11.6
2018 12.4 2017 30.3 2016 20.3
2018 12 2017 12 2016 12
3.15 2.90 2.60
2019 15 0.80
2019 28 2019 28
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2018 12
A 50,000 30,000 29,999 1,000
B 50,000 6,000 6,000 1,000
C 25,000 8,000 8,000 1,000
D 60,000 54,000 53,999 1,000
E 17,500 7,667 7,667
F 5,000 1,615 1,615
J 46,000 40,000 40,000 1,000
K 32,200 28,000 28,000 1,000
L 52,000 52,000 52,000 25
M 80,000 80,000 80,000 25
N 31,050 27,000 27,000 1,000
0 26,000 26,000 26,000 25
P 66,000 60,000 60,000 25
540,750 420,282 420,280
( )
A 25,000 750
B 25,000 150
C 25,000 200
D 25,000 1,350
E 100,000 767
F 100,000 161
J 2023 10 25,000 1,000
K 2024 10 25,000 700
L 2019 10 25,000 1,300
M 2020 10 25,000 2,000
N 2021 10 25,000 675
0 2026 11 10 25,000 650
P 2022 11 10 25,000 1,500
11,203
. 0.01
L d
. FRB
. A F
J P
E F
16
L ]
L ]
2018 B 6.20 B 26,000
650 25,000 B
15 2018
2017 1 5.95 I 34,000
850 25,000
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I 14 2017
2016 13.2 10.4 APEX 13.2
13.1 9,833 3,385 APEX

APEX 266 2016

2018 12

A LIBOR+0.75% 3.75%

B 6.20%

C LIBOR+0.75% 4.00%

D LIBOR+0.67% 4.00%

E LIBOR+0.77% 4.00%

F LIBOR+0.77% 4.00%

J 2023 5 10 5.50% LIBOR+3.64%

K 2024 10 6.375 LIBOR+3.55

L 2019 5 10 5.70%
LIBOR+3.884

y 2020 5 10 5.375%
LIBOR+3.922

N 6.30%

0 2026 11 10 5.30%
LIBOR+3.834

p 2022 11 10 5.00%

LIBOR+2.874%
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2018 12 2017 12 2016 12
C ) ¢ ) C ) <« ) C ) <« )
A 958.33 29 950.51 29 953.12 29
B 1,550.00 19 1,550.00 50 1,550.00 50
c 1,022.23 8 1,013.90 8 1,016.68 8
D 1,022.23 55 1,013.90 55 1,016.68 55
E 4,077.78 31 4,055.55 31 4,066.66 50
F 4,077.78 7 4,055.55 6 4,066.66 13
| - - 1,487.52 51 1,487.52 51
J 1,375.00 55 1,375.00 55 1,375.00 55
K 1,593.76 45 1,593.76 45 1,593.76 45
L 1,425.00 74 1,425.00 74 1,425.00 74
M 1,343.76 107 1,343.76 107 1,343.76 107
N 1,575.00 43 1,575.00 42 1,124.38 30
0 1,325.00 34 1,325.00 34 379.10 10
P 1,281.25 77 - - - -
584 587 577
2016 2016
4,861 1,639 866.67
2019 2019 27
234.38 387.50 250.00
250.00 343.75
398.44 393.75 2019 11
2019 14
977.78 2019
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/
/
C )
( ) ( )
2018 12
(625) 4 (621)
(1,046) 2,553 1,507
(200) 119 (1)
) (103) (112)
(1,880) 2,573 693
2017 12
(647) 22 (625)
(239) (807) (1,046)
(330) 130 (200)
- © ©
(1,216) (664) (1,880)
2016 12
(587) (60) (647)
305 (544) (239)
(131) (199) (330)
(413) (803) (1,216)
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FRB

20
FRB 1956
BHC BHC
FRB
RWA
G-SIB
2016
2019
G-SIB
Tierl CET1
G-SIB
2014 2018
2022
CET1 Tierl
Tierl
SLR 2018
2018 12 2017 12
CET1 8.3% 7.0%
Tierl 9.8% 8.5%
11.8% 10.5%
Tierl 4.0% 4.0%
SLR 5.0%
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( )
2018 12
CET1 73,116 73,116
Tierl 83,702 83,702
Tier2 14,926 13,743
98,628 97,445
RWA 547,910 558,111
CET1 13.3% 13.1%
Tierl 15.3% 15.0%
18.0% 17.5%
2017 12
CET1 67,110 67,110
Tierl 78,331 78,331
Tier2 14,977 13,899
93,308 92,230
RWA 555,611 617,646
CET1 12.1% 10.9%
Tierl 14.1% 12.7%
16.8% 14.9%
( ) 2018 12 2017 12
Tierl 83,702 78,331
945,961 937,424
Tierl (4,754) (4,508)
941,207 932,916
401,699 408,164
1,342,906 1,341,080
Tierl 8.9% 8.4%
SLR 6.2% 5.8%
e 2018 12 2017 12
e 2018 CET1 2017 12
CET1
CET1
e 2018 RWA
CET1
0.8
e 2018 12 2.5 75
G-SIB 2.5 75 FRB
e 2017 12 2.5 50
G-SIB 2.5 50 FRB
e 2018 12 SLR G-SIB

392/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooodd
e Tierl Tierl 2017 12
e Tierl Tierl
e SLR Tierl
( ) 2018 12 2017 12
78,982 70,390
(3,097) (3,011)
(297) (258)
(2,472) (11)
CET1 73,116 67,110
11,203 11,853
(615 (590)
@ 42)
Tierl 83,702 78,331
Tier2
Tierl 83,702 78,331
13,147 13,360
442 567
1,353 1,078
(16) (28)
Tier2 14,926 14,977
98,628 93,308
3 Tier2
Tierl 83,702 78,331
Tier2 14,926 14,977
(1,353) (1,078)
170 -
3 Tier2 13,743 13,899
97,445 92,230
. 2018 12 2017 12 661 654
. 2018 12 2017 12 27 40
2018 CET1 2017 12
CET1 80 20
e CET1 Tierl
2018
CET1 2017 12 CET1 80
2017 12 CET1 Tierl
Tier2

393/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooodd
. Tier2
16
. 2018 12 40 Tier2 60
2017 12 50 Tier2 50
2022 10 Tier2
16
CET1 Tierl Tier2
2018 12
( )
CET1
67,110 67,110
8,592 8,592
am Qin
(86) (86)
26 26
(2,409) (2,409)
73,116 73,116
Tierl
78,331 78,331
CET1 6,006 6,006
13 13
(25) (25)
(650) (650)
27 27
83,702 83,702
Tier2
14,977 13,899
(213) (213)
125) (125)
275 -
12 182
14,926 13,743
98,628 97,445
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2017 12
( )
CET1
72,046 72,046
(5.300) (5,300)
(426) (426)
(348) (348)
24 24
586 586
528 528
67,110 67,110
Tierl
82,440 82,440
CET1 (4,936) (4,936)
152 152
(145) (145)
650 650
170 170
78,331 78,331
Tier2
16,074 15,352
(1,206) (1,206)
(225) (225)
356 -
(22) (22)
14,977 13,899
93,308 92,230
2018 2018
80 100 2017 2017 60 80
RWA
- RWA
RWA RWA
RWA VaR
VaR
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*VaR
VaR
VaR VaR VaR 10
99 VaR 95 VaR
VaR VaR
VaR
FRB VaR
VaR VaR VaR
2018
99 VaR 2017
99 VaR RWA VaR
. VaR
RWA
RWA
RWA
RWA
( ) 2018 12 2017 12
RWA
122,511 126,076
160,305 145,104
66,363 77,962
53,563 48,155
70,596 70,933
RWA 473,338 468,230
RWA
VaR 7,782 7,532
VaR 27,952 32,753
10,469 8,441
2,770 2,397
25,599 36,258
RWA 74,572 87,381
RWA 547,910 555,611
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( ) 2018 12 2017 12
RWA
82,301 102,986
143,356 163,375
18,259 19,362
55,154 51,626
69,681 75,968
RWA 368,751 413,317
RWA
VaR 7,782 7,532
Var 27,952 32,753
10,469 8,441
2,770 1,870
25,599 36,258
RWA 74,572 86,854
RWA 114,788 117,475
RWA 558,111 617,646
L J
L ]
RWA
2018 12
( )
555,611 617,646
RWA
7,766 8,232
(3,565) (20,685)
15,201 (20,019)
(11,599) (1,103)
(2.241) (4,580)
(454) (6,411)
RWA 5,108 (44,566)
RWA
VaR 250 250
VaR (4,801) (4,801)
2,028 2,028
373 900
(10,659) (10,659)
RWA (12,809) (12,282)
RWA
- (2,687)
RWA - (2,687)
547,910 558,111
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2017 12
( )
496,676 549,650
RWA
(233) (233)
1,790 (2,110)
29,360 40,583
6,643 4,689
6,889 7,693
12,368 12,608
RWA 56,817 63,230
RWA
Var (2,218) (2,218)
VaR 10,278 10,278
566 566
(2,941) (2,680)
(3,567) (3,567)
RWA 2,118 2,379
RWA
- 2,387
RWA - 2,387
555,611 617,646
RWA
2018 12 2018 12 RWA 2017 12 51.1
2018 12 RWA 2017 12 128.1
RWA
2018 12 RWA 2017 12 445.7 2018
RWA
2018 12
RWA 2017 12 122.2
RWA
2017 12 2017 12 RWA 2016 12 568.2
2017 12 RWA 2016 12 21.2
VaR
2017 12 RWA 2016 12 632.3
2017
12 RWA 2016 12 23.8
VaR
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FDIC
GS USA FRB FDIC
BHC
GS USA
GS USA
GS USA
GS USA
2018 GS USA
6.0 SLR
GS USA
GS USA
GS USA CET1 Tierl
GS USA
GS USA
2018 12 2017 12
CET1 6.4% 5.8% 6.5%
Tierl 7.9% 7.3% 8.0%
9.9% 9.3% 10.0%
Tierl 4.0% 4.0% 5.0%
SLR 3.0% 6.0%
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GS USA
( )
2018 12
CET1 27,467 27,467
Tierl 27,467 27,467
Tier2 5,069 4,446
32,536 31,913
RWA 248,356 149,019
CET1 11.1% 18.4%
Tierl 11.1% 18.4%
13.1% 21.4%
2017 12
CET1 25,343 25,343
Tierl 25,343 25,343
Tier2 2,547 2,000
27,890 27,343
RWA 229,775 164,602
CET1 11.0% 15.4%
Tierl 11.0% 15.4%
12.1% 16.6%
GS USA
( ) 2018 12 2017 12
Tierl 27,467 25,343
188,606 168,842
368,062 345,734
Tierl 14.6% 15.0%
SLR 7.5% 7.3%
«2018 12 2017 12
GS USA
<2018 12 2.5 75
«2017 12 2.5 50
«2018 RWA
GS USA CET1
1.6
«2017 12 2018 12 CET1 Tierl
«2017 12 2018 12
«2017 12 2018 12 CET1 Tierl
2018
RWA
*Tierl Tierl 2017 12



eTierl Tierl
SLR Tierl
GS USA
2018 12
2017 12
GS
938.8

2018 12

GSIB

GS
2017 12
290.3

USA

529.2

USA

2018 12

FDIC

292.0
507.4

2018 12

2017

401/550

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

2017 12

GS USA
508.6

USA

902.2

12 530.2

ooooood
GSIB
FRB
2018 12
FRB FDIC
2017 12
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21
RSU
RSU
2018 2017 2016
) 12 12 12
9,860 3,685 7,087
385.4 401.6 427.4
RSU 3.9 5.3 4.7
0.9 2.2 3.0
4.8 7.5 7.7
390.2 409.1 435.1
1 25.53 9.12 16.53
1 25.27 9.01 16.29
2018 0.05 2017 0.06 2016 0.05
2018 0.1 2017 0.1 2016
2.8 RSU
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22
2018 2017 2016
( 12 12 12
3,571 2,932 2,777
2018 2017
( 12 12
610 637
4,994 4,993
2018 51 2017 98
2018 12 2017 12
154
2018 12 2017
12

18
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2018 12 2017 12 2016 12
1,418 819 452
3,852 1,661 691
6,894 5,904 5,444
4,148 2,678 1,843
3,367 2,051 1,261
19,679 13,113 9,691
2,606 1,380 878
2,051 863 442
1,554 1,388 1,251
695 698 446
5,555 4,599 4,242
3,451 1,253 (155)
15,912 10,181 7,104
3,767 2,932 2,587
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24
2017 44.0 44.0
2018
IRS 487
( ) 2018 12 2017 12 2016 12
2,986 320 1,032
379 64 139
1,302 1,004 1,184
4,667 1,388 2,355
.711) 5,083 399
58 157 51
8 218 101
«C ) (2.645) 5,458 551
2,022 6,846 2,906
2017 2016
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=2018 2017
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2018 12 2017 12 2016 12
21.0% 35.0% 35.0%
( ) 2.0 1.5 0.9
ASU No.2016-09 @.2) (6.4) -
©.7 (6.3) 6.7)
a.s» 2-1) (2.0)
0.6) 0.2) (0.3)
3.9 39.5 -
1.2 0.5 1.0
0.8 - 0.3
16.2% 61.5% 28.2%
«2018 GILTI

«2017 2016

«2017 2016
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2018 12 2017 12
1,296 1,233
ASC 740 152 75
264 -
688 428
71 67
- 408
62 1,006
434 113
2,967 3,330
(245) (156)
2,722 3,174
996 826
- 3,114
- 180
1,290 742
84 -
2,370 4,862
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2018 12 688
2017 12 428
2018 12 81 2017 12 128
2018 12 259 13.5
23.9
2019
2018 12 24
24 2018 12
38
2028 2020 2018 12
2018 12 2017 12
2018 12 77
2017 12
2018 89 2017 41 2018 2017
2018 12
GILTI
2017 12
2018 12 107
2017 12 81 2018 18 2017 63 2016
27 2018 12
12
( ) 2018 12 2017 12 2016 12
665 852 825
197 24 113
232 101 188
(39) (128) (88)
(€)) (255) (186)
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) 1 -
1,051 665 852
152 75 231
899 590 621
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IRS
2018 12
2011
2011
2014
2014
2011
2011 2012 2013 2013 2019
IRS
IRS
2013 2017
2011 2014 GS USA 2017
GS USA 2014

25
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2018 12 2017 12 2016 12
3,507 3,188 2,932
1,646 1,243 891
2,709 2,940 2,450
4,355 4,183 3,341
7,862 7,371 6,273
4,346 3,526 3,437
3,516 3,845 2,836
FICC 5,882 5,299 7,556
2,835 2,046 2,194
3,055 2,920 3,078
1,710 1,637 1,639
7,600 6,603 6,911
13,482 11,902 14,467
10,351 9,692 9,713
3,131 2,210 4,754
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4,455 4,578 2,573
3,795 2,660 1,689
8,250 7,238 4,262
674 657 182
3,365 2,796 2,386
4,211 3,785 1,694
5,438 5,144 4,798
830 417 421
754 658 569
7,022 6,219 5,788
5,267 4,800 4,654
1,755 1,419 1,134
36,616 32,730 30,790
674 657 182
23,461 20,941 20,304
12,481 11,132 10,304
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2018 132 2017
127 2016 114

2018 844 2017
188 2016 396
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2018 12 2017 12

1,748 2,202
656,920 675,255
259,104 226,016
14,024 13,303
931,796 916,776

2018 12 2017 12 2016 12
976 1,322 1,456
2,427 1,325 880
364 285 251
3,767 2,932 2,587

2018 12 2017 12 2016 12
114 124 126
567 514 489
426 314 215
221 200 168
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1,328 1,152 998

FICC
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2018 12 2017 12 2016 12
22,339 61% 19,737 60% 18,301 60%
9,244 25% 8,168 250 8,065 26%
5,033 14% 4,825 15% 4,424 14%
36,616 100% 32,730 100% 30,790 100%
8,235 65% 7,119 63% 6,352 61%
3,266 26% 2,583 23% 2,883 28%
1,112 % 1,557 14% 1,183 11%
12,613 100% 11,259 100% 10,418 100%
(132) @27) (114)
12,481 11,132 10,304
6,960 66% 997 23% 4,337 58%
2,636 25% 2,144 49% 2,270 30%
966 % 1,241 28% 870 12%
10,562 100% 4,382 100% 7,477 100%
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(03) (96) (79)
10,459 4,286 7,398
. 2018 487 2017
44.0
26
( ) 2018 12 2017 12
110,616 76,418
11.9% 8.3%
43,607 33,956
4.7% 3.7%
2018 12
904.7 2017 12 761.3 2018 12 292.0 2017 12
508.6
2018 12 2017 12
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10
( 2018 12 2017 12
78,828 96,905
76,745 92,850
27
ASC 450
i
ii
iii
a i b
ii
iii
2018 12
i ii iii
19
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1MDB
1MDB
65 1MDB
2018 11 DOJ
FCPA
FCPA
2018 28
FCPA
1MDB 1MDB
2018 12 17 i 65 1MDB
GSI
ii LLC GS
PTE GS
i 27
600
2018 11 1MDB
220
2019 19 1MDB
2018 11 21 1MDB PJS
1MDB

GSI GS GS SDN BHD

2018 12 20 1MDB

DOJ 1MDB DOJ
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2011 25

2018 12 11

2012

2013

2019 15

2017

2018 10 23

GS&Co.

10 25

GSé&Co. GS&Co.

2019

28
2013 20

GS

2018 15

2018 11

422/550

EDI

NETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

23

2015

2018 11

10

2018 14

2013 15

2012
2016 12
2015

2017

2016
2017

28

O

2014

30

OoOooodd

20

2018



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

GS&Co.
2018 11 2018 29

GS&Co.
2019 13
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GS&Co. 2016 10
2017 11 21 2014 124
2015 154 2015 411 2016 175
GS&Co. 2014 37 1.69
2015 61 962,378 2015
184 1.76 2016 175
2017 19 11 2018 12
2014 2015 2015 2016
2018 26
2018 12
GS&Co. 2015 650
2016
2016 21 11
2017 17
GS&Co. 139
138,890 2018
2019 11 2018 10
2018 17
GS&Co.
GS 2016
GS&Co. GS 2013 23 2013 32
144A 2013 11 900
144A
2017 29
2017 11 30
GS&Co. GS 2013 453 5,334,897
2013 2013 11 144A
14.2
GS&Co. 2017 39.1
2017
GS&Co. 970
57,040,000 2018 18 GS&CO.
GS 2017 10 989
2018 11
GS 420 28,026,721
2019 25
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GS&Co. GSI GS
GSFM

20

2016

GS&Co.

2018

GS&Co. GSI GS
2017

USA

USA

2016

2018

2018

2018

2018
30

2018 10 26

2018 11 20
2017

26

27
GSFM

2017
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2015 11
2017
2017 28
2013
2018 12 21

11



GSI
GS&Co.
GS&Co.
2018
2010 15
GS&Co.
2012 17
2013 21
2014
2018

GS&CO.

23

2015

30
2018
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2014 11 25
2017 21
2017 25
2017 12 29
GS&Co.
2002
GS&Co.
GS&Co.
2015
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2017 15

2015

10
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2008
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28
2008
31
2003 11
2004 11
2018 12
346
606
2018 240 2017
29
2017

ASU No.2016-09
RSU
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2016
462
344 2017 12
2016 236
2017
RSU
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RSU
2018
2018 SIP 2018
2018 SIP 2018 SIP 2015
2015 SIP
2015 SIP 2013
2013 SIP
2018 12 68.2 2018 SIP 2018 SIP 2015 SIP 2013
SIP
2018 SIP
2018 SIP 2018 SIP 2022
RSU RSU RSU
RSU
RSU 2018
RSU
RSU C : )
4,123,582 14,162,828 182.50 166.30
3,887,934 5,342,848 220.83 216.05
(423,154) (195,323) 192.16 167.92
- (9,807,881) - 172.40
(3,826,523) 3,826,523 185.62 185.62
3,761,839 13,328,995 217.85 187.27
. RSU 2018 218.06 2017 206.88
2016 135.92 RSU
2018 11.9 2017 10.7 2016 10.5
. 2018 17.9 2017 21.4 2016
22.6
*RSU 2018 12 1,649 2017 12 3,298
*RSU RSU 2018 12 174,579

2017 12 62,023
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2018 2019 11.3 RSU 4.0
2024
2018 12 448
1.85
10
SIP
2018 12 2017 12 2.10
2008 78.78 2017 12
370
2018 2.10 78.78 2017 5.86
139.35
2018 288 2017 589 2016 436
( ) 2018 12 2017 12 2016 12
1,850 1,812 2,170
64 139 79
269 719 147
RSU
2017 ASU No.2016-09

ASU
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30
2018 2017 2016
) 12 12 12

102 550 53
16,368 11,016 5,465
(1,376) (384) 155
15,094 11,182 5,673
6,617 4,638 4,140
8,114 5,978 4,543

(1,497) (1,340) (403)
13,597 9,842 5,270
299 330 343
1,192 428 332
1,491 758 675
12,106 9,084 4,595

/( ) (1,173) 3,404 (518)
/( (2,820) (1,394) 2,285
10,459 4,286 7,398
599 601 311
9,860 3,685 7,087

2018 76 2017 525 2016 32
2018 107.8 2017 79.8
2016 34.6
2018 (16.9) 2017 661 2016 49
2018 63.3 2017 46.5 2016 40.8
2018 23.9 2017 10.5 2016 201
2018 159 2017 45 2016
2017 44.0
2018 IRS
487 2018

431/550



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)

ooooodd
2018 12 2017 12
( )
103 38
1,019 721
(5,461 0 ( ) 225,471 236,050
28,737 26,599
61,481 67,279
( ) 13,541 10,248
3,653 5,898
334,005 346,833
702 1,005
( ) 281 254
(2,615 2,484 ( ) 25,060 31,871
7,558 25,699
(16,395 18,207 ( ) 183,121 190,502
23,343 11,068
3,755 4,191
243,820 264,590
11,203 11,853
9 9
2,845 2,777
54,005 53,357
100,100 91,519
C ) 693 (1,880)
( ) (78,670) (75,392)
90,185 82,243
334,005 346,833
IHC
2018 12 683 2017 12 570
2018 12 280 2017 12
218
2018 12 2020 225.6 2021 91
2022 74 2023 66 2024 554
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( ) 2018 12 2017 12 2016 12
10,459 4,286 7,398
« ) 2,820 1,394 (2,285)
51 56 52
(2,817) 4,358 134
105 152 193
C ) (160) 114) 3
( ) (,597) (309) (1,580)
27 (521) 332
(GD) 1,804 (757) 337
10,692 8,545 4,584
(63) (66) (79)
/C YC ) 10,829 (14,415) (3,994)
(30,336) (42,234) (28,498)
25,956 22,039 32,265
(3,140) (6,491) -
/( )IGEED) 1,807 388 (3,265)
/( ) 5,053 (40,779) (3,571)
« D
(1,541) (424) (178)
(998) 23,078 2,290
26,157 43,917 40,708
( ) (32,429) (27,028) (33,314)
APEX (35) (237) (1,171)
(650) (850) -
(3,294) (6,772) (6,078)
(1,118) (2,223) (1,128)
(1,810) (1,769) (1,706)
( ) - 1,495 1,303
( ) 38 7 6
- 3) -
/( ) (15,680) 29,191 732
C ) C ) 65 (3,043) 1,745
38 3,081 1,336
103 38 3,081
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2018 98.3 2017 63.1
2016 49.1 2018 30.5 2017 160
2016 187

2018 (98) 2017 297
2016 61

2018 12

57.1 57.1

. 150 46
GS&Co. 104

35
2017 12

. 840.0
IHC 840.0

GS UK 750 GS UK 750

. 237
248

2016 12

. 10.4 APEX 13.1
19

. 127 124
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2018 12 31 C0SO
2013
2018 12 31

2018 12 31 103

2018 12 31
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Consolidated Statements of Earnings

Vel Endid Datairibar

n malkong, avoepf par sheng wmounis 2018 a7 2NE
Revenues

Irrenrstrmanit bamnkong g 7882 g 71aM L e ]
lireesbmsant nafgarrisnt 5514 6803 5407
Cormmnissions and feas 3.199 3,061 3208
IMarket makmg 9451 7660 o33
Cithat pimucipal Irarnsasbions 5823 5,813 2382
Total norrmtetest revenues 32,849 20,768 PR
I rilarist meorme 19679 13112 aaa7
Interest expanse 'IE,'B'E 10,181 1,104
Flat mtarest geoms 3,767 2032 2587
Total et revenuoes I6. 616 32730 20,750
Provmsion for credit lossas 7] 657 162
Operating sxpenses

Comparnsaton and banofits 12,328 11,653 1448
Brokerage, cleanng, eochangs and distrisuton faes 3,200 LB LEIE
Bkt derveslopanent T40 - 457
Commurications and technology 1,023 ga7 B
Dapreciation and armostzation 1328 1,152 GoE
Oleoupancy E09 733 TER
Prafessonal fees 1.214 1.165 1.081
Other eapngas 22819 1.877 1,500
Total epusrativg eogms rees T3 451 70,5941 0,30
Fro-tax aamngs 12481 11,132 10,30
Froveson by taxes 2022 G246 20086
Ml sarrmugs 10,459 o, 2B 7,298
Prafeied stock dividends 599 61 an
Mot earnings applicable to common shareholders S 9860 3 3685 & 70E7
Earnings per commaon share

Basac 2583 3 a1 35 1653
Delasted 5 2527 = am L [ ]

Avarage common shares
Elsac 3854 40146 477 4
Dtz 390.2 A1 4351

Consolidated Statements of Comprehensive Income

Yiaat Enclad Decamibar

$ i mitons NG 27 2016
Het sarmengs £10459 3 4206 5 730m
Otherr compaabsncenag moomeflossh adjurstments, mel of Lo
Cugroncy ranslation 4 s L]
[habst vaheation adjustmant 2,553 @an (G
Frzrmion and postretieamnent lbdies 119 130 (W)
HAwalable-tor-sale sacEimas [103) tap -
Cithar compeahensve mcomailossh 2,573 Jaa] (B3
Comprehansive incomae 513032 5 3677 5 Ghob
Thip Sctonmpinng colim anm an oigial o &f T consobditsd Lhasal s stiirals
104 Goldman Sachs 2018 Form 10-K
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THE GOLDMAN SACHS GROUP, INC._AND SUBSIDIARIES

Consolidated Statements of Financial -Gundi-tinn

A& of Dcaanbar

£ in milans 2ME 2017

Assats
Cash and cash squraastonts. 5120547 5110,081
Collatarahzed agroemants

Secumties purchased undar agreaments (o resell includes $139,220 and $130.420 at Fair valueh 139,158 1r08F2

Secunties borrowed Ginchedes 523,142 and S72.189 at far valuah 135,265 100848
Racasables

Loans recesable 80,590 65933

Customear ard other recenables includes 53,989 and $3.526 at fair valus) 19315 B, 780
Financasl instruments owned (a0 e value and meludes 355 087 and 50,3735 placged as collateral 336,161 5088
Cither assats 30,640 28,346
Tatal assots 593,796 390G,776
Lishilities and shareholders’ equity
Deposas Gnchedes $27,080 and 522,902 at fow viadus) 5168,257 313B60d
Collataralized finarcings

Secumties sold under agreements 1o repurchase (at fair valuel 78,723 B4 718

Sacunties loared Oncludes 53,247 and 35,357 at fawr valuo) 11.808 14,743

Oither secured financings includes $20,9048 and 524,345 at fair value 21433 24,788
Cupstorner and other payables 180,235 178160
Fmancual instrumants sokd, bat rot yat purchasad 6 G bl 108,297 111,930
Uresiscurisd short-teaan borrovangs dnchsdes $18983 and 516,904 at Lar valusd 40,502 4697
Unsecured long-tarm borrowings (inchadas 546 584 and 538 632 at faw valea) 224,148 7 Gy
kv habihtees Grechedes $132 ard 32638 af Tar viches) 17,607 16977
Tl hatulises B41.611 H345EE

Commitments, contingencies and guarsntees

Sharcholders’ squity

Piefarred stock, aggegala bl atwan |:l|e|'e=uru:u of $11,203 ard 511,853 11,208 11,853

Commeon stock, 891,356,284 and 8BB4 552 863 shares ssued. ard 367,747,973 and 374 208 205 shares cutstandeng 9 8

Sharehased avrascs 2,845 2717

Horvsoting cormman stock, mo shares ssued and outstanding - -

Additiona paichin capital 54,005 53357

Hetamwed earmings 100,100 91,519

Aecumulated other corgralmnane incomeylkoss) B33 {1,880k
Stock hebd n reasury, at cost, 523,604,313 and 509, 784,060 shares [T8.6700 (/5347
Total sharehobdars” equity 50,185 82343

Total linbilities and shareholders’ squity 5931, 798 SO16.7T6

Thah pldedipifvasg Holes 60 af inleGal pact of thidd donachlstid [nanial Malhmists

Goldman Sachs 2018 Form 10K 105
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Consolidated Statements of Changes in Shareholders’ Equity

isar Enclad Dobmibion

£an milfng 2me am7 2
Preferred stock
Eegmning baksncs 5 1853 3120 5117300
lesupesd - T500 1.32b
Fedearred [E50] L] {1,380
fll-:lnr; bakinece 11,203 10862 L ix]
Commaon stock
Begnning balsiee a9 1] bl
Issued - - -
Enchrgg bakincs 9 9 ]
Share-based awards
Begnning balsnce, as previously reported 777 3414 ER L
Curmdateee elfect of cluangs m accounting prncgrbe for fodleitune of shane-based avands - a5 -
Bagneing balsivwe, aduisted 777 2040 4,151
lssuance and amortzation of sharo-based awards 1.355 1810 AL
Detlpvpry of commaon stock undarbing share-based awards 11,175 {7 Ty {706
Forfefure of sharsbased awands (&0 fice] o
Exercsa of share-based awarnds [32) 11640 ra [
Ending balince 2845 217 3514
Additionnl paid-in capital
Beganing balsnoe 53,357 e - 613240
Dalrsary of commeon stock underlying share-basad awards 1,751 24534 2282
Concnllaton of sharsbasad awarcks in satstacion of wathholdmgg tivc repmemaenits 11.118) iF FHm {1,171
Prafemed stock issuance costs, met of reversaks upon redamption 15 8 1140
Excens nit tax banafit talated to share-basad avands - - 147
Lash sottlement of share based awards - 4]
£||-:F|n|.;| balance G, 005 63367 [Faes: ]
Retained samings
Eegnnng balsnce, as previously regoried 91,519 0.0 B3.306
Curmdatre affest of changs @ aceounting princple for

Reaanisa Tacagnilk frofn contiscts with |:|lur|[‘3. el of s {53! - -

Fosteiture of shage-based awards, ret of ta - {24) -

[hesbat wahaton adjustimeand, net of tax - - 205
Begnning balsnce, aduisted 91,466 BuO15 B3.081
Mat sarnengs 10,4559 4268 aGE
Deasdands and drnchisnd eausvalisnts deckued on common stock and share-based awands {1,zzﬂ {181 LA at]
Deadonds declared on preferred stock (554 1560 LN
Pratenad stock redempiion discount/ipramemi [15) 114} e
Ending balance 100,100 G1 619 £6.035
Accumulated other comprehensive income/(loss)
Bagnning balance, as peeviously reponod 1.880) i1.216) EA ]
Curmadiatess affect of changs maccounting primepds for delbt valuation sdpestmant, net of tax - a0k
Begnning balsnce, sdpisted 11,8804 {1,716 K]
Ot cormprehensve meomalloash 573 1] B
Ending balance 693 i1, 8600 11,216
Stock held in treasury, at cost
HBﬂIEIH’Iﬂ Baksncs [75.302) {GE &84 63 B4
Repaechasad [3,294) LA b LR e
Femsued Fa | | ks
il _ 5] i1 i
Ending balance (78,6700 {75,302 {6E, Eul)
Total shareholders” equity 5 90185 SO NE SBLEGE

Theip Sdtompa g fabink aid ah oibag ial S &f thind coibabdibid Tnetal il
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Vit E nedeed Drestisiriboiry
£ in milang 2018 one 2018
Cash flows from operating activities
et earmings 5 10450 3 4788 5 7308
Adiustrrents 1o reconcila nat eamings to nat cash provided byfused fod operating actroas:
Deprecaton ard amoe bzaton 1328 1,152 G948
Daterred incomes taws (2,645} hAba 551
Ehaer-barsed oo reation 1,831 1,765 21
Loss/igand related to cxtingueshment of unsecured borrowings {160} LREH 3
Frovision for credit losses 674 b7 1az
Changes, i oparatmeg assets and babilives
Customer and othear recercables and payablas, nat 7186 3, 1388 14,723
Collateralized wansactions lexchedng other secued financangs), et 28,147 10,025 e
Firnarrcial instraments oaoned fexchuchng avalable-forsabs sscuntes) (23,381} 11,843 13,667
Financial instnameants sokl, but rot yet puschased {3670} i, 706 1,960
Othae, net 652 hElh 16,7264
et carsh provided bytused Borl operating actrabes 20421 18127 G804
Cash flows from investing activities
Purchase of property, leasehold improvements and equipmant {7.5982) 80 (2 865}
Prowsiscls from sabes of property, keaseholkd mmprovements and squpment 3 54 am
Het cash aoqueed ndused for bisnass acqusanons {162} i) 14,972
Purchase of inestments (3,790} LR -
Proceads from sabes and paydowns of svestments 411 2,500 1617
Loans recanvabbs, mist I'H.B!_EI {16 EOch 14,280k
Het cash provided byflused forl imvwestng actvilies (22,677} [T 89,675
Unesescurid short-team Borrowings, rmst 2337 (1 L] 11,506k
Other secured fimancangs (shoetterml, et 586 L (e
Proceads from sswance of other sacured hnancings {kong-temmb 4996 140 4,186
Repayment of ather secwed hnancags Borg-termnd, mchhng the current portson {9,482} -] {7,375}
Purchase of APEX, sanior guaranitsed e ard erust praf d secunees {36} [l {1,171}
Proceads from ssuance of unsecured long-term borrowings 45927 Bt 7 &0, 763
Repayment of ursecursd long-wemm boaarovangs, including the current pomaon (37,243} o, TaE 5, BhGk
Diedpcatve conitracts wath a financing elamant, net 2,294 16424 216
Dopossts, et 20,208 14,506 10,058
Praforred stock redemption (650} L]
Carnmon stock repurchasad {3.294) L] (6,078}
Settoment of shate-based awards i satsfactien of withholding tax requirernents {1,118} @.F2% {1,128
Direndarneds and dradend equvalents pad on common stock, preterred stock and sharm-based awards {18100 11,7650 11,7061
Pioceads from masnce of pn:-l'eirud stack, met of isauance costs - 1,405 1,303
FProceads from ssuance of comman stock, includineg exercise of share-based awards S 7 G
Cash settlerment of share-based avarnds = [£1] =
Mt cash pm'.'u'lu-:llw 'fmrl:mq acirrlnes 22752 h TG 12,103
Het increasaiidecreasal in cash and cash equialants 20,496 11,6600 28272
Cash aned cosh equraalents, beginneng balance 110,051 . m 3430
Cash and cash equivalents, ending balance 5130547  S1I0061 2170711
SLIPPLEMENTAL DNSCLOSLIRES:

Cael payprments for nbeeoss, red of copeafoed inonesd, were $16.72 bilon for 2018, £59.17 balbon for 200 7 and £7 14 bdbon for 2008, and cash payrmants for inooms
e no of refunds, ween §1 27 DiBon for 2008 £1.42 belbon dor 2077 and $71 06 bl for 2008 Cash fiows melsed 10 common sock eepurchased mchudes
comman stock epurchimsd n e pnor penod for witch setermess cocurmed dunng th Cument penod and exclisdes common soc mpurchased durng e (orent
Felsrazed S ey il cecurnmd oy Ths Balovesy pnend

Nan-zaah ot Junng 2078
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

Note 1.
Description of Business

The Goldman Sachs Group, Inc. (Group Inc. or parent
company), a Delaware corporation, together with s
consolidated subsidiaries {collectively, the firm, is a leading
global investment banking, securitics and investment
management firm that provides a wide range of financial
services to a substantial and diversified client base that
inghudes corperations, financial institutions, governments
and  individuals, Founded in 1869, the firm is
headquartersd i Mew York and maimains offices m all

meajor financial centers around the world.

The firm reports its activities i the following four business
SERIMENta:

Investment Banking

The firm provides a broad range of mvestment banking
services to a diverse group of corporations, financial
natititions, mvestment fumnds and governments. Services
include strategic advisory assignments with respect to
mergers and acquisitions, divestitures, corporate defense
activities, restructurings, spin-offs and risk management,
and debt and equity underwriting of public offerings and
private placements, nchsling local and cross-border
transactions and acquisition financing, as well as derivative
transactions directly related to these activities,

Institutional Client Services

The firm facilitates client transactions and makes markets
in fixed income, equity, currency and commodity products,
primarily with institutional clients such as corporations,
financial institutions, investment funds and governments.
The firm also makes markets n and chears client
CFANSACTIONS On mujor stock, options and furures exchanges
worldwide and provides financing, securities lending and
ather prime brokerage services to institurional clients.
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Investing & Lending

The firm invests in and originates loans w  provide
fimancing to clients, These investments and loans are
typically  longer-term  in nature,  The  firm  makes
investments, some of which are consolidated, including
throasgh nts Merchant Banking business and ns Special
Situations Group, in debt securities and loans, public and
private equity securities, infrastructure and real estate
entities. Some of these imvestments are made indirectly
through funds that the firm manages. The firm also makes
unsecured loans through its digial platform, Marcis: by
Goldetan Sachs and secured loans throwgh s digital
platform, Goldmum Sachs Private Bawk Select,

Invastment Managemeant

The firm provides investment management services and
offers investment products (primarily through separately
managed accounts and commuingled vehicles, such as
mutial funds and private investment funds) aceoss all
majer asset classes to a diverse set of nstitutional and
individual clients. The firm also offers wealth advisory
services provided by the fiom's subsicdhary, The Avco
Company, L.P., including portfolio management and
fimancial planning and counseling, and brokerage and other
transaction services to high-net-worth individeals and
families.

Note 2.
Basis of Presentation

These consolidated financial statements are prepared in
accordance with accoumting principles generally accepted in
the United States (U5, GAAP} and include the accounts of
Group Inc. and all other entities in which the firm has a
controlling financial interest. Intercompany transactions

and balances have been eliminsed.

All references to 2018, 2017 and 2016 refer vo the firm's
vears ended, or the dates, as the context requires,
December 31, 2018, December 31, 2017 and
December 31, 2016, respectively, Any reference to a future
year refers to a year ending on December 31 of that vear.
Certain reclassilications have been made to previously
reported amounts o conform to the current presentation.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Motes to Consclidated Financial Statements

Mote 3.

Significant Accounting Policies

The firm's significant accounting pelicies include when and
how to measure the fair value of assets and liabilities,
accounting for goodwill and identifiable imangible assets,
and when to consolidate an entity. See Notes § through
for policies on fair value measurements, Note 13 for
policies on goodwill and identifiable intangible assets, and
below and Note 12 for polikies on consehdation
accounting. All other sipnificant accounting policies are
gither described below or inclheded m the following
footnotes:

Emnancwl Instruments Owmad snd Fngrcal Instruments

Sold, But Mot Yt Purchased Hote 4
Fair Valus Magsuremants Hate 5
Cash Inslnsments Bote B
Darmativas and Hadgng Actvibas Mola 7
Fair Valua Ogton Mobe 8
Lodnd Racanabia Mata
Collateralirad Agresmeants and Fan hote 10
Sacuntization Aclrates Mote 11
Yanabda Fieres! Enlibes Mote 12
Cither Assels Meoig 13
Drapasits Mota 14
Shoe-Tamm Borrmewings Mota 15
Long Tanm Bormwengs Mote 16
Orther Lisbditsas Mote 17
Comriliments, Contungencs and Guarintes Mot 18
Sharahoiders” Equity Mete 19
Requéation and Capatal Adecuecy Mote 20
Earengs Por Conmimon Shida Mt H
Transacions with Affilisted Funds Note 12
Interast Income and Intersst Expansa Mots 23
Income Taxes Mo 24
B rnadd Sonmanis Mot 35
Cradi Concantrations Mota 26
Lagal Procoadings Mota 27
Employes Bandl Flans Mote 28
Emplovas Incentive Flans Mote 29
Pafen1 Company MNote 30
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Consolidation

The fiem consolidates entities in which the firm has a
controlling financial interest, The firm determines whether
it has a controlling financial interest in an entity by first
evaluating whether the entity 1s a voting interest entity or a
variable interest entity (VIE).

Voting Interest Entities. Voiing interest entitics are
entitigs in which (1) the total equity investment at nsk s
sufficient to enable the entity to finance its activities
insdependently and (it} the equity holders have the power to
direct the activities of the entity that most significantly
impact its economic performance, the obligation ro absorb
the losses of the entity and the right to receive the residual
returns of the entity. The usual condition for a controlling
financial mterest in a voting mnterest entity 15 ownership of a
majority voting interest. If the firm has a controlling
MEAJOrILY VOUINE Inferest in a voling interest entiey, the entity
is consolidared.

Variable Interest Entities. A VIE 15 an entity that lacks
one or more of the characteristics of a voling interest entity.
The firm has a controlling financial mterest ina VIE when
the firm has a variable interest or interests that provide it
with (i} the power to direct the activities of the VIE that
meost significantly impact the VIE's economic performance
and (i} the obligation to absorb losses of the VIE or the
right to receive benefits from the VIE that could potentially
be sgmificant te the VIE. See Mote 12 for further
information about V1Es.

Equity-Method Investments. When the firm Jdoes not
have a controlling financial interest in an entity but can
exert significant influence over the entity’s operating and
financial policies, the investment is accounted for either
{1} under the equity method of accounting er (i} at fair value
by elecring the fair value option available under US. GAAP.
Significant influencs generally exists when the firm owns
20% vo 50% of the entity’s common stock or in-substance
commen stock.

In general, the firm accounts for investments acquired after
the fair valse option became available, at fair value, In
certain cases, the firm applies the equity method of
aceounting o new investments that are strategic in nature
or closely related to the firm's principal business activities,
when the firm has a significant degree of mvolverment in the
cash flows or operations of the investee or when cost-
benefit considerations are less significant. See Note 13 for
further information aboat equity-method investments.

Goldman Sachs 2018 Form 10K 109

441/550

ooOooood



THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

MNotes to Consolidated Financial Statements

Investment Funds. The firm has formed numerouss
investment funds with third-panty invessors. These funds
are tvpically orpanized as limited partnerships or limited
liability companies for which the firm acts as general
pariner or manager. Generally, the firm dees not hold a
majority of the economic imterests in these funds. Thes:
funds are uswally voting interest entities and generally are
not consolidated because third-party investors typically
have rights to terminate the funds or to remove the firm as
general partner or manager. Investments in these funds are
generally measured ar net asser value (NAV) and are
inchuded in financial instruments owned. See Notes 6, 18
amil 22 for further information abowt investments in funds.

Use of Estimates

Preparation of these consolidated financial statements
requires  management o make certan estimates  and
assumptions, the mest importamt of which relate to fair
value measwrements, accounting  for goodwill and
wlemifiable intangible assets, the allowance for credin losses
on loans receivable and lending commitments held for
mvestment, provisions for losses that may arise from
litigation  and  regulatory  proceedings  {including
governmental investigations), and provisions for loses that
may arise from tax audits. These estimates and assumptions
are based on the best available information but actual
results could be materially different.

Revenue Recognition

Financial Assets and Financial Liabilities at Fair Value.
Financial instruments owned and financial instrumems
sold, bur not vet purchased are recorded ar fair value either
under the fair value option or in accordance with other U5,
GAAP. In addition, the firm has elected to account for
certain of its other fimancial assers and Ninancial labilivies at
fair value by electing the fair value option. The fair value of
a financial instrument is the amount that would be received
to sell an asset or paid to teansfer a liability in an orderly
tramsaction  between  market  particpants  at the
measurement date. Financial assets are marked to bid prices
and financial liabilities are marked o offer prices, Fair
value measurements do not include transaction costs. Fair
value gains or losses are generally included in market
making for pesitions in Institttonal Client Services and
other principal transactions for positions in Investing 80
Lending. See Motes 5 through & dor further nformation
about fair value measurements.
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Revenue from Contracts with Clients. Beginning in
Jonuary 2018, the firm accounts for revenue earned from
contracts with clients for services such as mwvestment
banking, investment management, and exection and
clearing (contracts with clients) under ASU Mo, 2014-09,
“Revenue from Convracts with Customers (Topic 606)." As
such, revenues for these services are recognized when the
performance  obligations  relmwed 1o the underlying
transaction  are completed. See “Recemt  Accounting
Developments — Revenue from Conteacts with Customers
(ASCEDE for further information.

The firm’s net revenues from contracts with clients subject
to this ASU represent approximately 50% of the firm®s total
net revenues for 20008, This includes approximately 0% of
the firm's investment banking revenues, substantially all of
the investment management revenues, and commissions
and fees for 20k8, See Note 25 for information about the
firm’s net revenues by business segment.

Investment Banking

Advisory. Fees from financial advisory asignments are
recognized in revenues when the services related to the
underlyving reansacrion are complered under the terms of the
assignment. Beginning in January 20108, non-refundable
deposits and milessone payments in connection with
financial advisory assignments are recognized in revenues
upon completion of the underlying transaction or when the
assignment & otherwise concluded. Prior to January 2018,
non-refundable deposits and milestone payments were
recognized m revenues in accordance with the terms of the
conteadt,

Beginning in January 2018, cerain expenses associated
with financial advisory assignments are recognized when
incurred, Client reimbarsements for such expenses are
included in financial advisory revenmes. Prior 1w
January 2018, such expenses were deferred until the related
revenue was recognized or the assignment was otherwise
concluded and were presented net of client reimbursements.

Underwriting. Fees from underwriting assignments are
recognized in revenves upon completion of the uaderlving
rransaction based on the terms of the assignment.

Certain expenses associated with underwrting assignments
are deferred until the relared revenue s recognized or the
assignment 15 otherwige  concloded., Beginming
January 2018, such expenses are presented as operating
expenses. Prior 1o January 2018, such expenses were
presented net within underwriting revenues.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Investment Management

The firm eams management fees and incentive fees for
investment management services, which are included in
investment  management  revenues. The fiom  makes
pavments to brokers and advisors related to the placement
of the firm's investment funds (distribution fees), which are
included in brokerage, clearng, exchange and distribution
fees.

Management Fees. Management fees for mutual funds
are caleulated as a percentage of daily net asset value and
are received monthly. Management fees for hedge funds
and separately managed accounts are calculaed as a
percentage of month-cnd net asset value and are generally
received quarterly. Management fees for private equity
funds are calculated as a percentage of monthly invested
capital er committed capital and are received quarterly,
semi-annually  or annually, depending on the fund
Management fees are recognized over time in the period the
Investment management services are provided,

Dhstriburion fees paid by the fiem are caleulated based on
cither a percentage of the management fee, the investment
fumd's ner asser value or the committed capital. Beginning
in January 20018, the finm presents such fees in brokerage,
clearing, exchange and distribution fees. Prior 1o
January 2018, where the firm was considered an agent to
the arrangement, such fees were presented on a net basis in
INVESUMEnt MAnagernknt revenues,

Incentive Fees. Incentive fees are calowlaed as a
percentage of a fund's or separately managed account’s
return, or excess return above a specified benchmark or
other performance target, Incentive fees are generally based
on investment performance over a twelve-month period or
over the life of a fund, Fees that are based on performance
over a twelve-month period are subject to adjustment prior
to the end of the measurement penod. For fees that are
based on investment performance over the life of the fund,
future investment underperformance may require fees
previously distribured to the firm to be returned to the fund.

Begmning in January 2008, incentive fees earmed from a
fund or separately managed account are recognized when it
is probable that a ssgnificant reversal of such fees will not
occur, which is generally when such fees are no longer
subvject to fluctiwations in the market valee of investments.
held by the fund or separately managed account. Therefore,
mcentive fees recognized during the period may relare 1o
performance obligations satisfied in previous periods. Prior
1o January 2018, incentive fees were recognized only when
all marerial contingencies were resalved.
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Commissions and Fees

The firm earns commissions and fees from executing and

clearing client tramsactions on stock, options and futures
markets, as well as over-the-counter (OTC) ransactions.
Commissions and fees are recognired on the day the trade s
executed. The fiem also provides thied-pary research
services to clients in connection with cefdain soft-dollar
AFFANEEMEnts.

Beginning in Januwary 2018, third-party research costs
imcurred by the firm in connection with soft-dollar
arrangements are presented net within commisstons and
fees, Prior to January 2008, such costs were presented in
brokerage, chearing, exchange and distribution fees.
Remaining Parformance Obligations

Remaining performance obligations are services that the
firm has committed to perform in the future i connection
with its contracts with clients. The firm's remaining
performance obligations are generally  relared 1o s
financial advisory assignments and certain investment
meanagement activities. Revenues associated with remaining
pedformance obligations relating to financial advisory
assipnments cannot be derermined until the ourcome of the
transaction. For the finm's mvestment  management
activities, where fees are calenlared based on the ner asset
valwe of the fund or separately managed account, future
revenues  associated  with  remaining  performance
obligations cannot be determined as such fees are subject to
fluctuations in the market value of investments held by the
fund or separately managed account.

The firm is able to determine the futire revenues associated
with management fees calculated based on commutted
capiral. As of December 2018, substanrially all of the firm’s
future net revenues associated with remaining performanice
obligations will be recognized through 2024, Annual
revenues amociated with such performance oblpations
average less than $250 million through 2024,

Transfers of Financial Assets

Transfers of financial assets are accounted for as sales when
the firm has relinguished control over the assets transferred.
For transfers of financial assets accounted for as sales, any
gains or losses are recogmized in net revenues. Assets or
liabilities that arise feom the fiem's continuing involvement
with transferred financial assets are inftially recognized at
fair valee. For transfers of financial assets that are not
aceounted for as sales, the assets are generally included in
financial instruments owned and the teansfer B accounted
for as a collateralized financing, with the related ingeres
expense recognized over the life of the transaction. See
Mote 10 for further informarion about transfers of financial
assets accounted for as collateralized financings and
Nate 11 for further information about transfers of financial
assets acoounted for as sales.
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Cash and Cash Equivalents

The firm defines cash equivalents as highly liquid overnight
deposits held in the ordinary course of business, Cash and
cash equivalents included cash and due from banks of
L1066 killion as of December 2018 and 510,79 billion as
of December 2017. Cashand cash equivalents also included
interest-bearing deposits with banks of 5119.89 billion as
of December 2008 and  $9926  bilion as  of
December 2017,

The firm segregates ¢ash for regulatory and other purposes
related to client activity., Cash and cash equivalents
segregated  for  regulatory  and  odher purposes  were
§23.14 billion as of Drecember 2018 and $18.44 billion as
of December 2017, In addition, the firm segregates
securties for regulatory and other purposes related to client
activity. See Note 10 for (urther information abour
segregated securitics,

Customer and Other Receivables

Customer and other receivables included receivables from
customers and counterparties of S33.81 killion as of
December 2008 and $60.11 billion as of December 2017,
and receivables from  brokers, dealers and  learing
organizations of 525.50 bilhon as of December 2018 and
2468 billion as of December 2017, Such receivables
primarily consist of customer margin foans, receivables
resulting from unsentled transactions, collareral posted in
connection with certain derivative transactions and certain
transfers of assets accounted for as secured loans rather

than purchases at fair value.

Substantially all of these receivables are accounted for ar
amortized cost net of estimated uwncollectible amounts.
Certain of the firm’s customer and other receivables are
accounted for at fair value under the fair valise option, with
changes in fair value generally included in marker making
revenues. See Note B for furher information about
customer and other receivables accounted for at fair value
under the fair value option. In additien, the firm's customer
and other receivables included %3.83 billion as of
December 2018 and 54.63 billion as of December 2017 of
loans held for sale accounted for at the lower of cost or fair
valug, See Note 5 for an overview of the firm's fair value
measurement policies. As of both December 20018 and
December 2017, the carryving value of receivables mat
accounted for at far value generally approximated fair
value, As these receivables are not accounted for at fair
value, they are not included in the firm's fair value
hierarchy in Notes 5 through 8. Had these receivables been
included in the firm®s fair value hierarchy, substantially all
would have been classified wm bevel 2 oas of both
December 2012 and December 2007, Interest on customer
and other receivables is recogmized over the life of the
transaction and mchsded in mterest income,
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Customer and other receivables includes receivables from
contracts with chients amd, beginning in January 2018, also
includes contract assets. Contract assets represent the firm's
right 1o receive consideration for services provided in
connection with ifs contracts with clients for which
collection 5 conditional and not merely subject 1o the
passage of time. As of December 2018, the firm's
receivables from contracts with cliemts were $1.94 billion
and contract assets were not material,

Customer and Other Payables

Customer and other payables included pavables to
customers and coumterparties of $173.99 billion as of
December 2018 and $171.50 billion as of December 2017,
and pavables to brokers, deabers and clearing orgamzations
of 56.24 billion as of December 2018 and 56.67 billion as
of December 2017, Such pavables primarily consist of
customer credit balances related o the fum's prime
brokerage activitics. Customer and other pavables are
accounted for at cost plus acerued mterest, which generally
approximates fair value. As these pavables are not
accounted for at fair valuee, they are not included i the
firm’s fair value hierarchy in Motes 5 throwgh 8. Had these
pavables been included in the firm's fair value hierarchy,
substantially all would have been classified in level 2 as of
both Decamber 2008 and December 2017, Interest on
custemer and other payables is recognized over the life of
the teansaction and included in interel expense,
Offsetting Assets and Liabilities.

To reduce cradiv exposures on derivatives and securities
financing transactions, the firm may enter inte master
netting agreements or samilar arcangenments (collectively,
netting agreements) with counterparties that permit it to
ofiset recevables and pavables with such cownzerparties. A
neiting agrecment is a contract with a counterparty that
permits net settlement of muliple transactions with thar
counterparty, including upon the exercise of termination
rights by a non-defaulting party, Upon exercise of such
termination rights, all transactions governed by the netting
agreement arg termunated and a net settlement amount B
caleulated. In addition, the firm receives and posts cash and
securities collateral with respect to us derivatives and
securities financing transactions, subjec to the terms of the
related credit support agreements or similar arrangements
{collectively, credit support agreements). An enforceable
credit support agreement grants the non-defaulting pary
exercising termination rights the right to hquidate the
collateral and apply the proceeds to any amoums owed. In
order 10 assess enforceabilicy of the firm’s right of setoff
under netting and credit support agreements, the firm
evaluates varions factors, including applicable bankruprey
laws, local statutes and segulatory provisions in the
jurisdiction of the parties to the agreement.
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Motes to Consolidated Financial Statements

Derivatives are reported on a net-by-counterparty basis
{l&n the net payable or recervable for denvative assers and
liabilities for a given counterparty) in the consolidated
statements of financial condition when a legal fight of setoff
exists under an enforceable netting agreement. Securities
purchased under agreements to resell {resale agreements)
and securities sold under agreements to repurchase
{repurchase agreements) amd securities borcowed and
leaned rransactions with the same term and currency are
presented  onm a  net-by-counterparty  bass i the
consolidated statements of financial condition when such
[EANSACTEONS meet certain settbement criteria and are subject
10 METTINE A SCmnLs.

In the consolidied statements of financial condition,
derivatives are reported net of cash collateral received and
posted under enforceable credit support agreements, when
transacted under an enforceable netting agreement, In the
consolidated statements of financial condition, resale and
repurchase agreements, and securities borrowed and
loaned, are not reported net of the related cash and
securitics receved or posted as collateral, See Note 10 for
further information about collateral received and pledged,
mncloding rights 1o deliver or repledge collateral. See
Motes 7 and 10 for further information about offsetting.

Foreign Currency Translation

Assets and liabilities denominated in non-U.S. currencies
are translated at rates of exchange prevailing on the date of
the consolidated statements of financial condition and
revenues and expenses are translated at averapge rates of
exchange for the period. Foreign currency remeasurement
gannis or losses on transactions n nonfundional currencies
are recognized in earnings. Gains or losses on translation of
the financial statements of a non-L.S, operation, when the
functional currency is other than the U.S. dollar, are
included, net of hedges and taxes, in the consolidaed
statements of comprehensive income.

Recent Accounting Developments

Revenue from Contracts with Customers (ASC B08).
In May 2014, the FASE issued ASU Mo, 2014-09, This
ASL, as amended, provides comprehensive puidance on the
recognition of revenue earned  from comtracts with
customers arising from the transfer of goods and services,
wurlanee on accounting for certain contract costs and new
disclosures.

The frm adepted this ASU in Janwary 2018 under a
modified retrospective approach. As a result of adopting
this ASL, the firm, among other things, delayvs recognition
of non-refundable and milestone payments on financial
advisory assignments until the assignments are completed,
and recognizes certain investment management fees carlier
than under the firm's previeos revenue recogmtion policies,
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The firm ako prospectively changed the presentation of
certain costs from a nel presentation within revenises 1o a
gross basis, and vice versa, Beginning in 2018, certain
umderwriting  expenses, which  were  metted  against
investment banking revenues, and cerfain disinbution fees,
which were netted  against  investment  management
revenues, are presented gross as operating expenses. Costs
ipcurred i connection  with  certain soft-dollar
arrangements, which were presented gross as operaning
extpenses, are presented net within commissions and fees.

The cumulative effect of adopting this ASU as of
Januvary 1, 2018 was a decrease to retained carnings of
$53 million (net of tax). In addition, net revenues and
operating expenses were both higher by approsamately
£300 million for 2008, due to the changes in the
presentation of certain costs from a net presentation within
revenues to a gross basis,

Recognition and Measurement of Financial Assets
and Financial Liabilities {ASC 825). In January 2016, the
FASE issued ASU No. 2016-01, “Financial Instruments
{Topic 825} — Recognition and Measurement of Financial
Asgers and Financial Liabilivies.™ This ASU amends cenain
aspects of recognition, measurement, presentation and
disclosure  of financial  instruments. It includes a2
requirement o present separately in other comprehensive
income changes in fair value attributable to a firm's own
credit spreads {debt valuation adjwstment or DVA), net of
tax, on financial liabilities for which the fair value option

was elected,

In January 2016, the fiem early adopred this ASU for the
requirements  related to DVA and  reclassified  the
cumulative DVA, a gain of 5303 million (net of tax), from
retained earninges to accumulated other comprehensive loss.
The adoption of the remaining provisions of the ASU in
January 2008 did not have a material inpact on the firm’s
financial condition, results of operations or cash flows.

Leases (ASC 842}, In February 2016, the FASE msued ASU
No. 20006-02, “Leases (Topie 842)." This ASU requires
that, for leases longer than one vear, a lessee recogmie in
the statements of financial condition a right-of-use asset,
representing the right to use the underlying asset for the
lease term, and a lease liability, representing the liabiliy to
make lease payments. It also requires thar for finance leases,
a lessee pecopgnize interest expense on the lease luability,
separately from the amortization of the night-of-use assetin
the statements of earnings, while for operating leases, such
amounts should be recognized as a combimed expense, It
also requires that for qualifying sale-leaseback transactions
the seller recognize any gain or loss (based on the estimared
fair value of the asset at the time of saled when control of the
asset i transferred instead of amortiamg it over the lease
penied. In addition, this ASL requires expanded disclosures
about the nature and terms of lease agresments.
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The firm adopted this ASU in Janwary 2009 under a
modified retrospective approach, The impact of adopting
this ASL was a gross up of $1.77 billion on the firm's
consolidated staements of financial condition and an
ncrease to retamed camings of $12 milbon {net of tax}) as

aof Jamuary 1, 2019,

Improvements to Employes Share-Based Payment
Accounting [ASC T18). In March 2006, the FASE ssued
ASU Mo, 2016-09, “Compensation — Stock Compensation
{Topic 718} — hmprovements to Emplovee Share-Based
Payment Accounting.” This ASU includes a requirement
that the tax effect related 1o the sewlement of share-based
awards be recorded in income tax benefit or expense in the
starements of earmings rather than directly to additional
paidiin capital. This change has no impact on total
sharcholders” equity and iz required o be adopred
prospectively, The ASU also allows for forfetures to be
recorded when they occur rather than estimated over the
vesting period, This change 15 required to be applied on a
modified retrospective basis.

The firm adopted the ASU in January 2017 and subsequent
to the adoption, the tax effect related vo the settlement of
share-based awards s recognized in the statements of
earnings cather than directly to additional paid-in capital.
The firm also elected to account for forfeitures as they
accur, rather than to estimate forfeitures over the vesting
period, and the cumulative effec of this election upon
adoption was an increase of %35 million to share-based
awards and a decrease of 524 million (net of tax of
%11 million) to retained earnings.

In addition, the ASU modifies the classification of certain
share-based payment activities within the statements of
cash flows, Upon adoption, the firm reclassified amounts
related to such activities within the consolidated stavements
of cash flows, on a retrospective basis,

Measurement of Credit Losses on  Financial
Instruments (ASC 326). In June 2006, the FASE issued
ASL N, 2016-13, “Financial Instruments — Credit Losses
{Topic 326) — Measurement of Credit Losses on Financial
Instruments.” This ASU amends several aspects of the
measurement of credit losses on financial instruments,
ncluding replacing rhe exisnng incurred credit loss model
andd other models with the Current Expected Crednt Losses
{CECL) model and amending certain aspects of accounting
for purchased financial assets with detertoration in credic
quiality since origination.
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Under CECL, the allowance for losses for financial assets
that are measured at amortized cost reflects managenrent’s
estimate of credit losses over the remaining expected life of
the financial assers. Expected credin losses for newly
recognized financial assets, as well as changes to expected
credit losses during the period, would be recogmzed
earnimgs. For certain purchased financial assets with
deterioration in credin quality since osnigination, an initel
allowance would be recorded for expected credit losses and
recognized a5 an increase to the purchase price rather than
as an expense. The ASU eliminares the existing accounting
guidance for Purchased Credit Impaired (PCI) loans. The
ASU s effective for the firm in Janwary 2020 wnder a
modified retrospective approach with early adoption
permutted beginning in Janwary 2019, The firm plans 1o
adopt this ASU en January 1, 2024,

Expected credit losses, ncluding losses on off-balance-sheet
exposupes such as lending commitments, will be measured
based on hitonical experience, curremt conditions and
forccasis that affect the collectability of the reported
amournt.

The firm has substantially completed development of cradit
foss medels for s sgmficant loan portfolios and is in the
process of validating data inpurs 1o these models, while
continuing to Jdevelop the policies, svstems and controks
that will be required to implement CECL. The firm
currently expects to begin testing of these models in the first
half of 2019, The firm currenthy expects that its allowance
for credit losses will likely increase when CECL is adopted
as the allowance will cover expected credit losses over the
full expected life of the loan portfolios and will alse take
into account expected changes in future  economic
conditions. In additien, an allowanece will be recornded for
certain purchased loans with deterioration in credit queality
since origination with a corresponding increase 1o their
pross carrving value, The extent of the impact of adoption
of this ASU on the firm's financial condition, results of
operations and cash flows will depend on, among other
things, the economic environment, and the size and type of
loan portfolios held by the firm on the date of adoption.

Classification of Certain Cash Receipts and Cash
Paymaents [ASC 230). In August 2006, the FASE issued
ASU Moo 2006-15,  “Statement  of Cash  Flows
{Topac 230) — Classification of Certain Cash Receipts and
Cash Payments.” This ASU provides guidance on the
disclosure and classification of certain ftems within the
statements of cash Mows.
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The firm adopted this ASU in Januwary 2008 under a
retrospective approach, The mmpact for 2017 was an
increase of 5485 million to net cash wsed for operating
activities, a decrease of $477 million e net cash used for
investing activities and an ncrease of $8 million to net cash
provided by financing activities. The impact for 2016 was a
decrease of 5408 million to net cash provided by operating
activities, an increase of 5405 million o ner cash provided
by investing activities and an ncrease of 51 million 1o nes
cash provided by financing activities.

Clarifying the Definition of a Business (ASC 805). In
January 2017, the FASB isswed ASU No. 2017-01,
“Business Combinations (Topic 803} — Clanfving the
Definition of a Business,” The ASU amends the definition
of a business and provides a threshold which must be
conmsidered 1o determine whether 2 rramsaction s an
acquisition {or dispesal b of an asset or a business,

The firm adopred this ASU in January 2018 under a
prospective approach. Adoption of the ASU did not have a
material impact on the firm's financial condition, results of
operations or cash flows, The firm expects that fewer
reansactions will be treated as acquisitions (or disposals) of
businesses as a result of adopting this ASU.

Simplifying the Test for Goodwill Impairment
{ASC 380). In January 2017, the FASE mssued ASU
No. 2017-04, “Imangibles — Goodwill and Other
{Topic 350} — Smplifving the Test for Goodwill
Impairment.” The ASU samplifies the quantitative goodwill
impairment test by climinating the second step of the test.
Under this ASU, impairment will be measured by
comparng the estimated fair value of the reporting umit
with s carrying value.

The firm carly adopted this ASU in the fourth quaner of

2017, Adoption of the ASU did not have a material impact
on the resubts of the firm's goodwill impairment test,

Clarifying the Scope of Asset Derecognition Guidance
and Accounting for Partial Sales of Monfinancial
Assats (ASC B10-200. In February 20017, the FASE issued
ASU Mo, 201705, “(rher Income = Gams and Losses
from the Derecognition of Nonfinancial — Assets
(Subtopic 610-200 — Clarifving the Scope of Asser
Derecognition Guidance and Accounting for Partial Sales of
Monfinancial Assets,” The ASU clapfies the scope of
gusdance applicable to sales of nonfinancial assets and also
provides guidance on accounting for pamial sales of such
assets,

The frm adopted this ASU in Januwary 2018 under a
modified retrospective approach. Adoption of the ASU did
net have an impact on the firm's financial condition, results
of operations or cash flows.
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Targeted Improvements to Accounting for Hedging
Bctivities (ASC 815), In August 2017, the FASE issued
ASU No. 200712, “Derivatives  and  Hedging
{Tapic 815) — Targeted Improvements 1o Accounting for
Hediing Activitees.” The ASU amends certaim nules for
hedging relationships, expands the types of strategies that
are eligible for hedge accounting treatment to more closely
align the results of hedge accounting with risk managenmsent
activities and amends disclosure requirements related to fair

value and net investment hedges.

The firm eady adopted this ASU in January 2018 under a
meodified retrospective approach for hedge accounting
treatment, and under a prospective approach for the
amended disclosure requirements. Adoption of this ASU
did not have a matenal impact on the firm's financial
condition, results of operations or cash flows. See Mote 7
for further information,

Reclassification of Certain Tax Effects from
Accumulated  Other Comprehensive  Income
(ASC 220). In February 2008, the FASB imued ASU
No. 2018402, “lecome  Statement —  Reporting
Comprehensive Income (Topic 220) — Reclassification of
Certain - Tax  Effects  from  Accumulated  Other
Comprehensive Income.” This ASU permits a reporting
entity to reclassify the income tax effects of the Tax Cuts
and Jobs Act (Tax Legislation) on  items  within
accumulated other comprehensive income 1o retained
cArnings.

The firm adopted this ASU in Janwary 2009 and did not
elect to reclassify the income tax effects of Tax Legistation
from acewmulated other comprehensive income to retained
earnings. Therefore, the adoption of the ASU did not have
an impact on the fiem's fnancial condition, results of
operations or cash flows,

Changes to the Disclosure Requirements for Fair
Value Measurement (ASC 820). In Awgust 2015, the
FASE ssued ASL Mo, 20018-13, “Fair Value Measuremen
{Topic 820) — Changes to the Disclosure Requiremenits for
Faie Value Measurement.” This ASU, among other
amendments, eliminates the requirement to disclose the
amounts and reasons for transfers between level 1 and
level 2 of the fair value hierarchy and modifies the
disclosure requirerment relating 1o investments in funds ar
NAV. The firm early adopred this ASU in the thied quarer
of 2018 and disclosures were modified in accordance with
the ASLL See Mates 5 through ¥ for further information.
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Nota 4.
Financial Instruments Owned and Financial

Instruments Sold, But Mot Yet Purchased

Financial instruments owned and financial instruments
sold, bt not vel purchased are accounted for at Far valoe
cither under the fair value option or in accordance with
other 115, GAAP. See Note 8 for mformation abour other
financial assets and financial lkabilitics at fair value.

The table below presents financial mstruments owned and
financial instruments sold, but not vet purchased.

Feasazanl
InsIresraens
Financil Soid, But
nsrurmans o Yt
Crwvnad Purchased
§ 2635 5 =
110616 5,080
43,607 25,347
Loams and 2ocinling backed by
Commearcinl rea @ 3,369 -
Hasedantal ragl 12 549 1
Corporate dabt umenis .207 10,471
Staby ared misnicipal obbgELonL 1,233 -
Cnkr debt obbgations 1,664 1
Equity securniss T& AT 25,463
Commaodities 3.7239 -
Investmants in funds Bt MAY 3,936 -
Subtotsl 281,318 66,303
Derratives A4 846 42,534
Total £335,161 508,897
A5 of Decambes
Ivkoney marked insir ] F 168 i -
Gonarmmanl snd aQamey cllganons
us 17911
Mand) & 33,31
Loans and secunties backed by
Cammbrcsl ra 1
Foiddannal r
Corporate debl AL
State and msncpal obEgabons =
Cnher debit obbgations 1
Ecquity Soeuriings 23,887
Commodities 40
Irivgstmants in funds ot HAY -
DP’:'.Tl".\.-'l'ﬂ.
Tl 110,550
In therable above:

+ Money market instrumemts inclades commercial paper,
certificates of deposit and time deposits, substantially all
of which have a maturity of less than one vear.

= Corporate debt instruments ncludes corporate loans and
debt securities.

» Equity securities includes public and prvate equities,
exchange-traded funds and convertible debentures. Such
amounts include investments accounted for at fair value
wvnder the fair value option where the firm would
otheowise apply the equity method of accounting of
£7.91 billien az of December 2018 and S8.4% billion as of
December 2017,
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Gains and Losses from Market Making and Other
Principal Transactions

The table below presents market making revenues by major
product tvpe and other principal transactons revenves,

Veae Enchod Dpcrrb

£ o ralhores a8 2m7? piail]
Initarast rates S{2066) 56406 SD.ETH
Crecit 1276 i 1,554
T TR 4582 [3,2491 E.158
Epuiitads E.1BB 3,182 TETA
Commoddas 453 B4 LT
Market making 2451 7 B0 9,533
Other principal transactions 5823 5813 EEF
Total 16274 313,673 813,315
In the table above:

+ Gains{losses) include both realized and unrealized gains
andl losses, and are pamanly related to the firm's hnancial
instruments owned and financial instruments sold, but
not ver purchased, inclsling both dervatve and
non-derivative fimancial instroments.

« Gamsflosses) exclude related interest income and mterest
expense. See Note 23 for further information abour
inferest income and interest expense.

= Gansflossesy on other  principal  transactions  are
ncluded in the firm's Investing & Lending sepment. See
Mote 25 for net revenues, including net interest income,
by product type for Investing & Lending, as well as the
amount of net interest income included in Investing 80
Lending.

« Gainsf{lossesh are not representative of the manner in
which the firm manages its business activities because
many of the firm's market-making and client facilitation
strategies utilize financial instruments across various
product tvpes, Accordingly, gains or losses in one product
type frequently offset gains or losses in other product
types. For example, most of the firm's longer-term
denvatives across product types are sensitive to changes
in interest rates and may be economically hedged with
inferest rate swaps, Smilarly, a significant pormion of the
firm's cash instruments and derivatives across product
types has exposure to forergn currencies and may be
economically hedged with foreign currency contracts.
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MNota 5.
Fair Value Measurements

The fair value of a financial instrument is the amount tha:
would be received to sell an asser or paid o transfer a
liabiliy in an orderly transaction berween market
participants ar the measurement date. Financial assets are
marked to bid prices and financial habilities are marked 1o
offer prices. Fair value measurements do not include
transaction costs. The finm measures certain inancial assets
and financial liabilities as a porfolio (i.e., based on its net
exposure to market andfor credit risks).

The best evidence of fair value is a guoted price in an active
market. If quoted prices in active markets are not available,
fair value is determined by reference to prices for similar
instruments, quoted prices or recent transactions i kess
active markets, or internally developed models that
primarily wse market-based or independently sourced
inputs, including, but mot limited to, interest rates,
volatilities, equity or debt prices, foreign exchange rates,
commodity prices, credit spreads and funding spreads {ie.,
the sprexd or difference between the interest cate at which a
borrower could finance a given financial instrument relative
o a benchmark imtesest rate},

U5 GAAT has a three-level hicrarchy for disclosure of fair
value measurements, This hierarchy prioritizes inputs to the
valuation techniques vsed to measure fair value, giving the
highest priority 1o level 1 mputs and the lowest prioray 1o
level 3 inputs. A financial instrument’s level in this
hierarchy 15 based on the lowest level of input thar s
significant to its fair value measurement. In evaluating the
significance of a valuation inpur, the fiem considers, among
other factors, a portfolio’s net risk exposure to that inpat.
The fair value hisrarchy is as follows:

Lewel 1. Inpus are unadjusted quoted prices in active
markets to which the finm had access ar the measurement
date for identical, unrestricted assets or liabilities.

Level 2. Inpuis to valuation techniques are observable,
either directly or indirectly.

Level 3. One or more mmputs to valuation technigiees are
significant and unobservable.
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The fair values for substannially all of the firm's financial
assers and financial [Tabilities are based on observable prices
and inputs and are classified in levels 1 and 2 of the fair
value hiesaechy. Certain bevel 2 and level 3 financial assers
and financial liabilities may require appropnate valwation
adjustments that a marker participant would require to
arrive at fair value for factors such as counterparty and the
firm's credit quality, funding risk, teansfer restrictions,
lcpasdivy and bdfoffer spreads, Valuation adjustmems are
generally based on market evidence.

See Notes 6 through 8§ for further information about fair
valee measurements of cash instruments, derivatives and
other financial assets and financial liabilities at fair valoe,

The table below presents financial asers and financial
liabalities accounted for at fair value under the fair value
aptwon of in accordance with ather US, GAAP.

#m of Dacamrber

§ i rilions ot 2017
Total vl 1 Fnarcssl ass1s $170,463

Tolal level 3 fnarcss as3oe1s 304 E15

Towl level 3 Fnarcesd p3se1s 22,18

Invastmients in funds ot MAY 3.936
Countarparty and cash collatasal netting {43,583}

Total financial assets at fair value S50, 712

55931796 3516776

Total sssats

Total lowal 3 financisl spasts divided by:

Toitad assals 2% 2%
Ttad linancial assals at Tae valug 4.4% 37%
Total level 1 Bnanced inbiliies 5 54151 1 &550G
Todal leval 2 fnanced inbililes 258,335 81,18
Total level 3 fnancs inbiliies 23,804 19,620

Counterparty and cazh collatersal newting
Total financial liabilithes at fair value

{39,786} 1350, BGAl
S206,804 3005062

Tatal lewel 3 financial liabilities divided by
tetal financial lishilitios at fair valua B.0% 5.4%

In the table above:

+ Counterparty netting among positions classified in the
same level is included inthar kevel.

+ Counterparty and cash collateral netting represents the
impact on derivatives of netting across levels of the fair
value hserarchy.
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The table below presents 3 summary of level 3 financial
ARSENS,

#a ol Dacairier

£ ine rrelSons 01 017
Cash fisumanls 511.227_ £15 335
Diadraings 44548 3,808
Cihar Bnancial assels & 4
Total 22,181 $18,50

Level 3 financial assets as of December 2018 increased
compared with December 2007, primarily reflecting an
nerease i level 3 cash instruments, See Notes 6 through 8
for further information about level 3 financial assets
{mcluding information abowt unrealized gains and losses
related to level 3 financial assets and financal labilities,
and transfers in and out of level 3).

Note 6.
Cash Instruments

Cash instruments include US. povernment and agency
oblgations, non-LL5, government and agency oblgations,
mortgage-backed loans and securities, corporate debe
INSECmends, euily securitics, imvestments in funds a1 NAV,
and other non-derivative financial instrumenis owned and
fimancial instruments sold, but not vet purchased. See below
for the types of cash instruments included in cach level of
the fair value herarchy and the valuation technigques and
significant inputs used to determine their fair values. See
Maote § for an overview of the firm's [air value measurement
polikics,

Level 1 Cash Instruments

Level 1 cash instruments include cemain money market
meruments, U5, governmem oblgations, most non-1.5,
government  obligations, cemain  government  agency
oblmpations, certain coeporate debt instruments and actively
traded listed equities. These instruments are valued using
quoted prices for identical unrestricted instruments in
active markets,

The hirm defines active markets for equilty nsruments
based on the average daily trading volume both in absolute
terms and relative o the marker capnalization for the
instrument. The firm defines active markets for debe
instrumems based on both the average daily rrading volume
and the number of days with trading activity.
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Lavel 2 Cash Instruments

Level 2 cash mstrumemts nclude most money merket
instruments, most government agency obligations, certain
non-LLS, government abligations, nwst mortgage-backed
loans and securities, most corporate debt nstruments, most
state and  munxipal  obligations, most  other  delt
obligations, restnced or less liquid lsted equities,
commodities and certam lending commitme nts.

Valuations of level 2 cash instruments can be verified to
gueted prices, recent trading activity for identical or similar
instruments, broker or dealer guotations or alternative
pricing sources with reasonable levels of price transparency.
Consideration is given to the nature of the quotations jeg.,
indicative or fiem) and the relationship of recent market
activity to the prices provided from alternative pricing
SEHIRCES,

Valuation adjustments are typically made to level 2 cash
instruments (1) if the cash instrument is subject to rransfer
restrictions andlor (i) for other premiums and liqusdiey
discounts that a market participant would require to arrive
at fair value, Valuation adjustments are generally based on
marker evidence.

Level 3 Cash Instruments.

Level 3 cash instruments have one or more significant
valuation mputs that are not observable, Absent evidence to
the conteaey, level 3 cash instruments are inicially valued at
transaction price, which is considerad 1o be the best iniial
estimate of fair value. Subsequently, the fiem uses other
methodologies to determine fair value, which vary based on
the type of instrument. Valuation inputs and assumptions
are changed when corroborated by substantive observable
evidence, including values realized on sales,

Valuation Techniques and Significant Inputs of
Lavel 2 Cash Instruments

Valuwation techniques of level 3 cash instruments vary by
instrument, but are generally based on discounted cash flow
techmigues, The valuation techmigques and the natore of
significant inputs used to determine the fair values of cach
tvpe af level 3 cash msteument are deseaibed below:

Loans and Securities Backed by Commercial Real
Estate. Loans and securities backed by commercial real
eatate are directly or indirectly collateralized by a single
conmeercial real estate propeny or a poftfolio of properies,
and may include tranches of wvarying levels of
subordination. Signifcant inputs are generally determined
based on relative value analbvses and include:

= Market vields implied by transactions of simlar or related
assers andfor current levels and changes in marker indices
such as the CMBX {an index that teacks the perdformance
of commercial mongage bonds);
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* Transaction prices in both the underlying collateral and
instrwments with  the s or  smilar  underlying
collateral;

A measure of expected fmure cash fows in a defaul
scenario (recovery rates) implied by the value of the
underlying collateral, which 1 mamnly driven by current
performance of the underlving collateral, capitalization
rates andd multiples, Recovery rates are expressed as a
percentage of notional or face value of the instrument and
reflect the benefit of credit enhancements on certain
instruments; and

-

Timing of expected future cash flows {duration) which, in
certain <ases, may incorporate the impact of other
uncbservable inpurs (e.g., prepayment speeds).

Loans and Securities Backed by Residential Real
Estate, Loans and securities backed by residential real
estate are directly or indirectly collateralized by portfolios
of residential real estate and may inchsle tranches of
varving levels of subordination. Significant inputs are
generally determined based on relative value analyses,
which incorporate comparisons to instruments with similar
collateral and risk profiles. Significant inputs inclide:

+ Market yields implied by transactions of similar or related
ASRCTS]

+ Transaction prices in borh the underlying collateral and
mstruments with the same or samular wnderlyving collateral;

v Cumulative loss expectations, driven by default rates,
home price projections, residential propeny liquidation
timelines, related costs and subsequent recoveries; and

* Duration, driven by underlying loan prepayment speeds
and residential property liquidarion timelines.

Corporate Debt  Instruments. Corporare  debs
insrruments includes corporate loans and debt secursities.
Significamt inputs for corporate debr instruments are
generally determined based on relative value analyses,
which incorporate comparisons both to prices of credu
default swaps that reference the same or similar undeelying
mstrument or entey and 1o other debt mstruments for the
same issuwer for which observable prices or broker
quotations are available, Significant inputs include:

-

Market vields implied by transactions of similar or related
assets andfor current levels and trends of market indices,
such as the COX (an index that tracks the performance of
corporate credin);

Current performance and recovery assumplions and,
where the firm uwses credit default swaps to value the
related cash instrument, the cost of borrowing the
underlving reference obligations and

Dugation.
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Equity Securities. Equity securities inchsdes private equity
securities and convermible debentures. Recemt third-pany
completed or pending transactions (e.g., merger proposals,
tender offers, debt restructurings) are considered to be the
best evidence for any change in fair value, When these are
not available, the following valuation methodologies are
used, as appropriate:

« Industry mulipks (primarily EBITDA multiples} and
public comparables:

« Transactions in similar instrumenesg
+ Diiscounted cash flow technigues; and
+ Third-party appraisals,

The firm also considers changes in the outlook for the
relevant incdustry and financial performance of the isoer as
compared to projected performance. Significant inputs
imchude:

+ Marker and transaction mulriples;
+ Driscount rates and capitalization rates; and

* For equity securities with debt-like features, market vields
implied by transactions of similar or related assets,
current  pedformance and recovery assumptions, and
duration.

Other Cash Instruments, Other cash  insteuments
includes VL5, government and agency obligations, non-L1.5.
government and agency obligations, state and municipal
obligations, and other debt obligations, Smficant inputs
are generally devermined based on relative value analyses,
which incorporate comparisons both o prices of credit
default swaps that reference the same or similar underlying
instrument of entity and to other debt instruments for the
same  ssugr  for whch observable prices or  broker
quotations are available. Siznificant inputs inchude:

Marker vields implied by transactions of similar or related
assets andfor current levels and trends of market indices:

« Current performance and recovery assumplions and,
where the firm uses credit defauk swaps to value the
related cash instrument, the cost of borrowing the
underlving reference obligations and

-

Druration.
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Fair Value of Cash Instruments by Lavel

The table below presents cash instrument assets and
liabilities at fair value by level within the fair valoe
hierarchy.

5 e rewliovg Liwal 1  Léwdd?  Lowvald Tental
Az ol Decomber 2018

Asaats

daalry frodie ) ISR
Ganimrant aind iy bbgatons

£ 1489 £ 1046 5 - & 2,838

us ERF6d 28337 2% 10618

Kl S 2 103G 1 43047
Losaran aned saciuaies hacked by

Commemgerond real o550 - 2350 1,015 3,388

Rertadaniad sbal d5labs = 12zEG B63 12,044
Corporate delbl insirumenss 468 26515 4224 1207
Stube and miunmcips o bligatons = 1,210 23 1,233
Cthaar dobil obgatrs - 1,56 Gag 1,854
Expaty secuntss 5583 12456 10726 76170
Cormimiodihos = 3..7_2‘3 = 3,05
Susbestal S1T0441 598711 S17.227 SHETATS
Irnenatirenis o funds a1 MY 1336
Todal cash instrument assats 5291315
—
Liabalrtios
Gt and Sncy ODbgANGNG

usg & 506708 13§ - & (50200

Hend) 5 {2802 (14TE) - [#5,347)

Loars and secisnies hacked by

resideniiad e estite - {1 - 1}
Corparale deb irglruments iy 10.376) [2ey (104117
Ottt clabit obbgatoes - {1 - 1
Equaby socuntas _ E‘E\,H?‘I {Zaah [18 (5453
Total cash instrumaent liabilities 5540900 12164} & (49 & (65,303)

A5 o] Detambar 2007

faasts
Pformiry rreariat inestruments F =g f a3 LI R
et aid Saehcy SbbGADGHS

us 60,796 26622 - TadlE

Kond) S 27070 B,EA2 4 3585
Lodre: ared sacwnld hackied by

Lol nil 6 [t = 2310 1126 1456

Rirsscental ral asiate 11,35 58 11553
Corporate debl insirnmants THT 28EE1 3270 33680
State and mnicipal obligatons - 7 1471
Cthar dobt cbbgations = ez £ 2084
E_:LIl'. shcurtes Je04d4 1084 0504 SEI
Cormimgditas - 3154 - 3.154
Subtotal $165,050 § 93600 316336 £254 065
Ienriatirenis o furds &1 May 4,635
| sl cagh meinament Feoals SIEE.651
Liabiities
Gowmemen! and sgency oblgations

S i [k T - §$117.811]

Hondl 5 15,4371 - 33
Liodre ared saconid hacked by

faidnanal fadl B3t = Al - 11
Corparate debl ingtrumants i 0es) ] A )
Otther dabt ohbgateors - A - i1}
Edpaby Setuniss 23,256 - ey 2388n
Cornargditans (11l (]

Tilisd cirsh s ruasnt bbb 3 MA633 5 (BEEE §  I6E) 5722080
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In the table above:

« Cash  instrument  assets  are  included in financial
mstruments owned and cash instrument Labilities are
imcluded in financial instroments sold, but ot yer

purchased.

= Cash indrument assets are shown as positive amounts
and cash imstrument Labilities are shown as negative
A,

Money market instruments includes commercial paper,
certihicates of deposit and nme deposits, substantially all
of which have a maturity of less than one vear.

®

Corporate debt mstruments includes corporate loans and
debt securitics.

Equity securities includes public and private equities,
exchange-traded funds and convertible debentures.

As of both December 2008 amd December 2017,
substantially all level 3 equity securities consisted of
private equity securities.

Significant Unobservable Inputs

The table below presents the amount of level 3 assets, and
ranges and weighted averages of significant unobservable
inputs used to value level 3 cash instroments.

Lerwad 3 Amaein and Fangs of Significant Unobsanabls
rpets W aghisd Avorsge as of Decembo

X v rralBoeey 2018 amy
Loans and securitiss backed By commarcisl roal astate

Lovwed 3 assats 1,009 110
iodd 6% o 22 6% (124%)  46% 1022 0% (12 4%)
Racoswmey rata 9. to TEAN 2SRl 142% B 0% d3a%)
Dhuration Benars) Odto 71 {3TH D8 &40
Loans and securities backed by resudential real estate

Lawed 3 aEsals 8553 562
Hipdd 6% 1o 19.3% (2%) 23% 10 15.0% B 3%)
Curnulalred oSS rét BIRtodT TN (1A%} 12E5% 10 420% 27 9%)
Durateon Ivaars) 1.4 to 14,0 (&7} 07 to 14085
Corporate dabt instrumants

Lewel 3 assels 4,024 3270
gl 0.7 to323% NLO%F  56% 10 24 5% 12 3%
Bancoratany rafi 0,0% to TEOW% {BTE%} O0% 40 85 2% 82 4%)

Churateoe Fydars) 04 to 136 {34} 06 TEEZ)
Equity securities

Liwrad 3 aresads S0, 725

LIRS Y 10 to 23 6x (8. 1x)

Drscount ratadyeld 655 10 22 1% (14.3%)

Capitalzabon mba 3.5% to 12.3% {6.1%)

Other cash instruments

Lowl 3 wisels 5596 T
Vel A.1% 1o 11.5% {8.7%) A0% 1o 11 7% 2 4%)
Dhuratecen braars) 22tcd B {28} I 1141061
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In the table above: Leval 3 Roliforward

The table below presents a summary of the changes in fair

*+ Ranges represent the significant unobservable inputs that
were used in the waluation of cach type of cash
instrument.

» Wenghted averages are caloulated by weighting each input
by the relative fair value of the cash insteuments.

* The ranges and weighted averages of these inpurs are not
representative of the appropriate inputs to use when
calculating the fair value of any one cash instrument. For
example, the highest multiple for pavate equity securities
is appropriate for valuing a specific private cquity secusity
but may not be appropriate for valuing any other privare
equity security. Accordingly, the ranges of inputs do not
represent uncertainty in, or possible ranges of, fair value
mieasurements of level 3 cash instruments.

Increases i yield, discount rare, capitalization rate,
duration or cumulative loss rate used in the valuation of
level 3 cash instruments would have resulted in a lower
fair value measurement, while increases in recovery rate
or muluples would have msubed in a higher fair valog
measurement  as  of  both  December 2008 and
December 20017, Due 1o the dsunctive nature of each
level 3 cash instrument, the interrelationship of inputs is
not necessarily uniform within each product type.

Loans and securities backed by commercial and
residential real estate, corporate debt instruments and
other cash instruments are valued using discounted cash
flows, and equity securities are valuved using market
comparables and discounted cash flows.

The fair value of any one instrument may be determined
using multiple valuation technigues. For example, market
comparables and discounted cash flows may be used
together to determine fair value. Therefore, the level 3
balance encompasses both of these techmgues,

value for level 3 cash instrument assets and liabilities.

Year Endad Decambar

£ s nidons ] 7
Total cash instrumaent assets

Begannng balance 16396 318,035
Mt rbahrad gannaliiatas) 01 418
Mat unraslifed gurailoisas) ae 1,144
Purchasas 2286 1,655
Salas [2.184) 3315
Satllemants [2.595) [2,265]
Tran sfaes inbo kvl 3 5.149 2,405
Tran sfors oul af el 3 [2.1417) 2,683
Endigl halance _ 1-1?@ 515, a5
Taotal cash instrumant lishilities

Baginning babnos $ (8B i 52
Mt mpiled gennalioataal B i)
Mt unnaaliped gainsThossps) [k {28
Purchasas 41 a7
Sakas {28} 1200
Satlemants 8 [5x]
Transfers nto level 3 n na
Translers out ol lveal 3 4 3
Ending balance & (48 3 iEd
Inthe table above:

« Chamges in fanr value are presented for all cash instrument
assets and liabilities that are classified in level 3 as of the

end of the period.

Met unrealized gainsf{losses) relates to instruments that
wiere still held at period-ensd.

Purchases inchsdes onginations and secondary purchases.

Transfers between levels of the fair value hierarchy are
reported at the beginning of the reporting period inwhich
they occur, If a cash instrument asset or liability was
transferred to level 3 during a reporting period, its entire
gain or loss for the period is classified inlevel 3.

For level 3 cash instrument assets, increases are shown as
pesitive amounts, while decreases are shown as negative
amounts. For level 3 cash instrument liabilities, increases
are shown as negative amounts, while decreases are
shown a8 positive amounis.

Level 3 cash instruments are frequently economically
hedged with level 1 and level 2 cash instruments andlor
level 1, bevel 2 or level 3 derivatives, Accordingly, gains or
losses thar are classified in level 3 can be partially offser
by gains or losses antributable to level 1 or level 2 cash
instruments andior level 1, level 2 or level 3 derivatives.
As a resull, gains or losses included o the level 3
rollforward below do not necessarily represent the overall
impact on the firm's results of operations, hguidiny or
capital resources.
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The table below disappregates, by product tvpe, the
nformation for cash mstrument assers incheded in the
summary table above.

et Endad Dwoarrbar
£ i rvallenng 2018 EH
Loans and securities backed by commarcial real estate
Bagninirg balarce 51128 §opas

Mgl enahrad ) BT ]
It mnras b Sasatl [ T
Purchasas 132 176
Sales {128} eabo]
Salllemants {411 {28
Transfars into leval 3 53 141
Translors out of kol 3 {314} 1 Z31]

Ending balance § 1016 5 108

Loans and securities backed by residential eeal u't:u

Bagnnng balarca $€ B88 1§ Aa5

e roalzed gainallosses) 53 a7

¥ 16 36

112 a8

{208) 12481

f {163) 1104)

Transfers inlo level 3 24z |

Teanshiors oul ol ()] {75

Ending balance %  BAZ i 688

Corporate debt instrumants

Bagnning balanca § 3270

214
(50}
941
(480}
Sattlemants {850}
Transfers into level 3 1.754
Translers out of leval 3 {578}
Ending balance 5 4224
Eqquily securilios.

Bagrinreg b % 5504
I 3 157
M6

#50
[1.31%)
[1.073)

2412
Transfars out of lavel 3 [1.183)
Ending balance 510,726

Other cash instruments

10 17
el undeabzed gain L] g
Purchases 103 M
Salas [13:] 1451
Sl {154} {148]
Teanglors o lewal 3 202 -
Transfars oul of lawel 3 {5} AL
Ending balance § 896 § 4
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Lavel 32 Rollforward Commentary

Year Ended Decemnber 2018, The net realized and
unrealized gains on level 3 cash instrument assets of
$1.32 billion (reflecting 5501 million of net realized gains
and 5816 million of net unrealized gains) for 20008 inchaded
gainaf{losass) of S(96) million reported in market making,
S92 million reported in other principal transactions and
S505 million reported in interest income.

The net unrealized gains on level 3 cash instrument assets
for 208 primarily reflected gains on private equity
securitics, poncipally  dnven by strong  corporate
perormance and company-specific events.

Transfers mto level 3 during 2008 primarily reflected
transfers of certain private equity securities and corporate
debt instruments from level 2, prancipally due to reduced
price transparency as a result of a lack of marker evidence,
including fewer market transactions in these instruments.

Transfers our of level 3 during 20018 primacily reflecred
transfers of certain private equity securities and corporate
debt instruments to level 2, principally due to increased
price transparency as a result of market evidence, including
maarket rransacrions in these instruments, and transfers of
certain other corporate debt  instruments 1o level 2,
principally due to certain unobservable vield and duration
inputs no longer being significant to the valwation of these
instruments.

Year Ended December 2017. The net realized and
unrealized gains on level 3 cash instrument assets of
51.56 billion (reflecting 5419 million of net realized gains
and $1.14 billion of ner unrealized gains) for 2007 included
gamnsf{losses) of 599 million reponed in market making,
$1.13 billion reported in other principal reansactions and
5532 millbon reported in interest income,

The net wnrealired gaims on level 3 cash nstrument assers
for 2007 prmarily reflected gains on private equity
securities,  principally  driven by  strong  corporate
performance and company-specific events,

Transfers inta level 3 during 2007 pramarily ceflected
transfers of certain corporate debt instruments and private
equity secunties from level 2, principally dwe o reduced
price transparency as a result of a lack of market evidence,
including fewer market transactions in these instruments.

Transfers out of level 3 during 20017 primarily reflected
transfers of cenain corporate debt instruments and private
equity securities to level 2, principally due to increased price
rransparency as a result of marker evidence, including
market transactions in these instruments, and transfers of
certain corporate debt instruments 1o level 2, prncipally
due to certain unobservable vield and duration inputs no
longer being  significant to the valuation of these
instruments.
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Available-for-Sale Securities

The table below presems information about  cash
instruments that are accounted for as available-for-zale.

Wghtad

Brnetizad Far  Avorage

£ in miliong Cont Wakia Yindd
As of December 2016

Lass than § yaars % 65,964 5 EETS 210

Groatar than & yoard G231 6,163 2A44%

fmlU.E.ggwmmmubmnium 12,186 12032 raah
Total available-for-sale securities §12.185 §12.032 2.38%

A of Decambar 2017

Loss than & yoars $ 54 § 5800 195%
Graater than & vaars 5. 20 = 2 A1'%
Total LS gremment obligations 041 803 1%
Lass than & years 13 18 043%
Griatar than § yoars 233 35 4B82%
Tetal otfuer v fable=loesale S0cuilind 252 8 4%
Teital avadabla-for-sale sacuntes £ D£5l3 5900 11T

I the table above:

LS, government obligations were clasafied i level 1 of
the fair value hicrarchy as of both December 2018 and
December 2017,

Oher available-for-sale securities included corporate
debt securities, other debt oblgations, secuntics backed
by commercial real estate and money market instruments,
substantially all of which were classified in level 2 of the
fair value hierarchy as of December 2017,

The gross unrealized losses included in accumulated other
comprehensive  loss  were 5153 million as  of
December 2008 and were related 1o US. government
obligations in a continuous unrealized loss position for
greater than a year. Such losses were not matenial as of
December 2017,

Available-for-sale securities in an unrealized loss position
are  periodically  reviewed for  other-than-temporary
impairment. The firm considers various factors, including
market conditions, changes in sswer credit eatings,
severty and duration of the unrealized losses, and the
intent and ability to hold the securty until recovery 1o
determine if the securities are otherthan-temperarily
impaired. There were no such impairments during either
2018 or 2017,

EDINETOOOO
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Investments in Funds at Net Asset Value Par Share
Cash instruments a1 fair value include investments in funds
that are measured at MAV of the investment fund. The firm
uses NAY 1o measure the fair value of its fund invesiments
when {1} the fund mmvestment does not have a readily
determinable fair valwe and (i) the NAVY of the investment
fund s calculated in 2 manner consistent with the
measurement  principles  of  investment  company
accounting, including measurement of the investments at
fair valve.

Substantially all of the firm's investments in funds at NAY
consist of investments in firm-sponsored private equity,
credit, real estate and hedge funds where the firm co-invests
with third-party investors,

Private equity funds primanly invest in a beoad range of
msdhsstries worldwide,  including  leveraged  buyouts,
recapitalizations, growth investments and  distressed
investmemts. Crednn funds generally invest in loans and
other fixed income instruments and are focused on
providing private high-viekl capital for leveraged and
management  buyout  transactions, recapitalizations,
financings, refinancings, acquisitions and restructurings for
private equity firms, private family companies and
corporate  ismuers. Real estate funds invest globally,
primarily in real estate companies, loan portfolios, debt
recapitalizations and property. Private equity, credit and
real estate funds are closed-end funds in which the firm’s
investments are generally not eligible for redemption.
Distributsons will be receved from these funds as the
underlying assets are liquidated or distribured, the timing of
which 1% uncetain.

The firm also invests in hedge funds, primarily muli-
diciplinary  hedpe funds that employ a3 fundamental
bottom-up investment approach across varous asset classes
and strategies. The fiom's investments in hedge funds
primarily include interests where the underlying assets are
illiquid in nature, and procesds from redemprions will not
be received until the underlying assets are liquidated or
distributed, the timing of which is uncertain,
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Motes to Consolidated Financial Statements

Many of the funds described above are “covered funds” as
defined in the Vokker Rule of the U.S, Dodd-Frank Wall
Street Reform and Consumer Protection Act (Dodd-Frank
Actl, The Board of Governers of the Federal Reserve
Systern (FRBp extended the conformance penod to
July 2022 for the firm’s investments in, and relationships
with, certain legacy “illiquid funds® {as defined in the
Vobcker Rule) that were in place prior to December 20013,
This extension is applicable to substantially all of the firm's
remaining investments in, and eelationships with, such
covered funds,

The table below presents the fair value of investments in
funds at WAV and the related unfunded commitments.

Far Vahes of Unfunded
§ i mfons Imvestrrants Commamarns
&g of Decomber 2018
Frivabe aguity lunds 52 683 3 B9
Crincht furds 45 1,099
Hedgs funds 181 -
Faal éstate funds 544 203
Total 53536 52,111
A5 of Decamber 2017
Privala squity funds £ B4
Crradhy funids a5
Hedge funds -
Faal estate furds bt
Toal §1,800
Note 7.
Derivatives and Hedging Activities
Derivative Activities

Derivatives are insteuments that derive theie value from
underlying asset prices, indices, reference rates and other
inputs, or a combination of these factors. Derivatives may
be traded on an exchange (exchange-traded) or they may be
privately negotiated contracts, which are usually referred to
as OTC derivatives, Certain of the firm's OTC derivatives
are cleared and  sentled  cheough  central  clearing
counterparties (OTC-cleared), while others are bilateral
contracts between two counterparties (bilateral OTC).

Market Making. As a market maker, the firm enters into
dervative transactions to provide liquidity te clients and 1o
facilitare the transfer and hedging of their risks. In this role,
the fiem typically acts as principal and is required to commit
capital to provide execution, and maintaing myventory n
FESPONIEE Lo, OF in anticipation of, client demand.

124 Goldman Sachs 2018 Form 10-K
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Risk Managemant. The firm also enters into derivatives to
actively manage risk exposures that arise from its market-
making and investing and lending activities in derivative
and cash instruments, The firm’s holdings and exposures
are hedged, in many cases, on cither a porifolio or nsk-
specific basis, a5 opposed o an instrument-by-instrament
basis. The offsetting impact of this economic hedging s
reflected in the same business segment as the related
revenues, In addimion, the firm may enter inte denvatives
designared as hedges under U5, GAAP. These derivatives
are used to manage inferest rate exposure in certain fixed-
rate unsecured long-term and short-term borrowings, and
deposits, and ro manage foregn currency exposure on the
net investiment in certain non-LL%. operations.

The firm enters into various types of dervatives, imcluding:

« Futures and Forwards, Contracts thar  commit
counterpartics to purchase or sell financial instruments,
commodities or currencies in the fumure.

» Swaps. Contracts that require counterparties to
exchange cash flows such as currency or interest payment
streams. The amounts exchanged are based on the
specific terms of the contract with reference to specified
rates, financial nstruoments, commedities, currencies or
indices.

Options. Contracts in which the option purchaser has
the right, but not the obligation, to purchase from or sell
1o the option writer financial instruments, commedities
or currencies within a defined time period for a specified
price.

Dervatives are reported on a pet-bv-Counterpany basis
{i.e., the net pavable or receivable for derivative assets and
liabilities for a given counterparty) when a legal right of
sctoff exists under an enforceable nesting agreement
{counterparty netting}. Derivatives are accounted for at fair
value, net of cash collateral received or posted under
enforceable crednn support agreements (cash collareral
netting), Derivative  assets are included in financial
insteuments owned and derivative liabilities are included in
financial mstruments sold, bur not yer purchased. Realized
and unrealized gains and losses on  derivatives not
desipnated as hedges are mcluded i market making and
other principal transactions in Note 4.
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The tables below present the gross fair valoe and the
notional amounts of derivative contracts by major product
type, the amounts of counterparty amd cash collateral

Moriceal Armownts s of Decamber
£ i milions e 217
Mot acoounted for as hedges

A . N ) . E In.‘lJ"l..\?l .rJ-:m: 5 5133155 210,212,510
netting in the consolidared staterments of  financial 14,280,327 14,739,555
condition, as well as cash and securities collateral posted :E'_E_?:: :f’;‘:::
and received under enforceable credit support agreements zmﬂ'“ —
that do mot meet the eritenia for netting under U5, GAAP, F6LEST BE3.226

1,167,147 1,254,260
. Exchange-traded 10, 480
#is of Decombar 2008 A of Decamber 2007 CET‘TE:EL 11;‘;:: 3 R49
Derivative Desivative Docvewn  Decatwe Bitatara! OTC 6556741 T.331.516
5 a0 midlon s Assats  Liskelites Agsars  Listeires Total currencios &, 716, 700 7 440 B16
Mot accounted for as hadges "W‘ﬂ"ﬂ"" Traced 3,743
Exshanga-radoed 5 0 5 1,563 1 1516 35,
OTCcisamd 5040 1,552 244558
Balgtgenl OTC @I e Total commodities EI ] 354,721
Total interest rates HIOT4 216,196 Exchang 1r1_-d‘"' B1bSHE b, 45k
TTCcwand 4T 4,517 Dilatacs! O 1.07.211
Edatgenl OTE 14,658 13,784 Total vm-rﬂu 1,706,193
Total eradit 19436 18,301 Subtotal 42372541 “n.:'aﬁ A6
Exzhange traded 1 16 Aeeoumtad for as hiadge L
-_1.'|'__ chamsad 656 E00 OV -chagred REERT 52,785
Bt taen] OTC s S Biliteral OTC 12022 16,188
Total comrorcio FeATS ﬁﬂ, Total interest rates 87,703 67,573
Exchange-traded WM5 409 B— ZA 10
T chpnmd 433 4359 U Bieral DT G809 ﬂ'dd.‘,
ot rarl T 12746 15,566 Total curencies 11,000 1-1.55;
Total commoditios V6 #00a7 Subnonsl L N1
Exchangs-traded 13431 11,765 Tetal motional smounts $AZAE1 244 FAE D, G
Bl bestil TC J4EET 80868 .
Tetal squities 45718 52433 Innthe tables above:
Subtotal 44,691 396,576

Kooounted for as hodges

OTCchenrad Z - 21 -
Belaternl OTC 3024 ¥ U 3
Total interest ratos 3025 7 ] 3
] e & 3] T8 ]
Belatgenl OTC 5 1 u 114
Tatal cumrancies 7 114 [ 144
Saibitoal 3106 121 Z.a7 47
Total gross fair valso 5 407,796 8 395,847 & 4oh o0 § 4d) 0b)
Cifaat in Jidated ts of f I condition
$ (14377) § (M.377) § (12.553)

{ {8,888] (8,588}

Balateral 0T (#90.861)  [290,951)

Counterparty natting (314.226] [114,220)

DT chand 11,369) 1164}

Blgtecal OTE (47,335 (38,953)

Cash collateral natting  (48,724)  (35,127)

Tetal amounts S{I6Z.950] $353,353) 50010,

hducml in consolidated statemants of financial condition

ga-Irached 5 43270 § 2..[50 5
657
39.91% m

5 44845 5 AxE84 L 400y
—
Nat affsal in consolidsted statemenis of fisamcal wndi‘!iu_n

Cah collatesnl & (B} & 01328 %
Sacurites colbdonal {12 740 (8414} (135 7
Tatal $ 1A § IEST E 3180 5 ZEEM

+ Gross fair values exclude the effects of both counterpany
netting  and  collateral, and  therefore are  mnot
representative of the firm's exposure,

» Where the firm has received or posted collateral under
credit suppon agreements, but has not vet determined

such agreements are enforceable, the related collateral has
not been netted.

MNotional amounts, which represent the sum of gross long
and shomt derivative contracts, provide an indication of
the volume of the firms derivative activity and do not
represent anticipated losses,

Total gross fair valee of derivatives included derivative
assets of 51068 billion as of December 2018 and
51124 billion as of December 2007, and derivative
liabilities of $11.95 billion as of December 2008 and
51300 billion as of December 2017, which are not
subject to an enforceable netting agreement or are subject

to a netting agreement that the firm has not vet
determined to be enforceable.

Dhuring, the second quarter of 2018, consistent with the rules
of a clearing organization, the firm elected 1o consider its
transactions with that clearing organization as settled cach
day. As of December 2017, the impact of this change wouk
have been a reduction in gross interest sate derivative assets
of §3.6 billion and gross mnterst rate derivative habalities of
$1.9 billion, and a corresponding decrease in counterparty
amd cash collateral neming, with ne impac w the
consolidated statements of financial condition.
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+ O Movember 19, 2018, a clearing oganization revised
its rules to caleulate notional amounts for certain
exchange-traded derivative contracts. The impact of this
rule change, as of the effective dare, was a decrease in the
notiomal  amounts  of  denivative  confracts  of
approxinarely 87 wrillion, substantially all of which
related to interest rate derivatives, with no change to their
fair value.

Valuation Techniques for Darivatives

The firm's level 2 and level 3 denvatives are valued using
dervative pricing models {eg, discounted cash flow
models, correlation models, and models that incorporate
option pricing methedologies, such as Monte Carlo
simulations). Price transparency of derivatives can generally
be characterized by product type, as described below.

+ Imterest Rate, In general, the key inputs used 1o valoe
interest rate derivatives are transparent, even for most
long-dated comteacts. Intersst rate swaps and oplions
denominated in the currencies of leading industrnialized
natzons are characterized by high teading velumes and
tight bidfoffer spreads. Interest rate denivatives that
reference indices, such as an inflation index, or the shape
of the vield curve (e.g., 10-year swap rate vs, 2-year swap
rate) are more complex, but the key inputs are generally
observable,

Credit. Price transparency for credit default swaps,
imcluding both single names and baskers of credits, varies
by marker and underlying reference entity or obligation,
Credit  default swaps that reference  indices, large
corporates and major sovereigns generally exhibit the
most price transparency. For crednt default swaps with
other underliers, price transparency varies based on credit
rating, the cost of borrowing the underlying reference
obligations, and the availability of the underlying
reference obligations for delivery upon the default of the
issuer. Crediv default swaps thar reference foans, asser-
backed secunties and emerging market debt instruments
tend to have less price rransparency than those that
reference corperate bonds, In addition, more comphex
credit derivatives, such as those sensitive to the
correlation between two or more underlving reference
oblipations, generally have less price transparency.

Currency. Prices for currency derivatives based on the
exchange rates of leading  industrialized nations,
mcluding  these with longer tenors, are  generally
transparent. The primary difference between the price
transparensy of developed and emerging market currency
derivatives is that emerging markets tend to be observable
for comtracts wirth shorter tenors,

126 Goldman Sachs 2018 Form 10-K

* Commodity.  Commodiy demvatives  include
transactions referenced to energy {eg. oil and natural
gas), metals (e, precious and base) and  soft
commehities {e.g., agricultural). Price transparency varies
based on the underlying commodity, delivery location,
renor and product quality (e.g., diesel fuel compared to
unleaded gasoline). In meneral, price transparency for
commodity derivatives is greater for contracts with
shorter temors and contracts that are more closely aligned
with major andior benchmack commodity indices.

= Eguity. Price transparency for equity derivatives varies by
market and underlier. Options on indices and the
common steck of corporates included in major equity
indices exhibit the most price transparency. Equity
denvatives generally have observable mardker prices,
except for contracts with long tenors of reference prices
that differ sigruficantly from current market prices. More
complex equity derivatives, such as those sensitive 1o the
correlation between two or mere ndividoal stocks,
generally have less price transparency.

Liquedity is essential to observability of all product types. If
transiction volumes decling, previously reansparent prices
and other nputs may become unobservable. Conversely,
even highly structured produscts may at times have trading
volumes large enough to provide observabality of prices and
other inpurs. See Note 5 for an overview of the fiem's fair
value measurement policies,

Lavel 1 Derivatives

Level 1 derivatives include shori-term contracts for future
delivery of securities when the underlying security is a
fevel 1 instrument, and exchange-traded denvatives if they
are actively teaded and are valued at their quoted marker
price.

Lavel 2 Derivatives

Level 2 derivatives include OTC dervatives for which all
significant valuation inputs are corroborated by market
evidenwe and exchange-traded denvatives that are not
actively traded andfor that are valued using models that
calibrate to macket-clearing levels of OTC derivatives,

The selection of a particular model to value a derivative
dependds on the comractual terns of and specific risks
inherent in the instrument, as well as the availability of
pricmg mformation m the market. For denvatives that
trade in liguid markets, medel selection does not involve
sigrificant  management judgment because owrpus of
models can be calibrated to market-clearing leveks.
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Subsequent to the nitial valwation of a level 3 derivative,
the firm updares the kevel 1 and level 2 inpats o reflect
observable market changes and any resubting gaine and
losses are classified in level 3, Level 3 inputs are changed
when corroberated by evidence such as similar market
transactions, thicd-party pricing services andior broker or
dealer quotations or other empincal market data. In
circumstanees where the firm cannat verify the model value
by reference to market fransactions, it is possible that a
different valuation model could produce a materially
different estimare of fair value, See below for further
information abour significant unobservable inputs used in
the valuation of level 3 derivarives,

Valuation Adjustments

Waluation adjustments are integral to determining the fair
value of derivative portfolios and are used to adjust the
mis-market valuations produced by derivative pricing
models to the appropriate exit price valuation. These
adjustments incorporate bidfoffer spreads, the cost of
quidity, credit valvation  adjusiments  and  funding
valwation adjustments, which accoumt for the ¢redn and

Valuation models require a variety of imputs, such as
comtractual terms, market prices, vield curves, discoumt
rates {including those derived from interest rates on
collateral recerved and posted as specified in eredit suppon
agreements for collateralized derivatives), credit curves,
measures of volatility, prepayment rates, boss severity rates
and correlations of such inputs. Significant nputs to the
valuations of level 2 derivatives can be verified to market
transactions, broker or dealer quotations eor  other
altermative pricing sources with reasonable levels of price
transparency. Consideration i given to the nature of the
quotations {eg., indicative or fiem) and the relationship of
recent  market activity to the prces provided from
altermative pricing sousces.

Level 3 Derivatives

Level 3 derivatives are valued using models which wilize
observable level 1 andfor level 2 mputs, as well as
unobservable level 3 inputs. The significant unobservable

mputs wsed to value the firm's level 3 denvatives are
described below.

For level 3 imtercst rate amd currency derivatives,

-

significant unobservable inpurs inclede correlations of
certain currencies and interest rates {€.g. the correlation
berween Furo inflaion and Euro imterest rates). In
addition, for level 3 interest rate derivatives, significant
unobservable  inputs  include specific  interest rare
volatilities.

funding risk inherent in the wncollateralized pomion of
denvative portfolios, The firm also makes funding
valuation adjusiments to collateralized derivatives where
the terms of the agreement do not permut the furm te deliver
or repledee collateral received. Market-based inputs are
genecally used when calibrating valustion adjustiments to

market-clearing levels.

For level 3 credic derivarives, significant unobservahble
inputs include iliquid credit spreads and wpiront credit
points, which are unigue 1o specific reference obligations
and reference  entities, recovery rates and  certain
correlations required to value credit denvatives {e.g., the
likelihood of default of the underlying reference
obligation relative to one another).

In addicion, for derivatives that  include significant
unobservable inpurs, the firm makes model or exit price
adjustments to account for the valuation unéertaimty
present in the rransaction.

For level 3 commodity dedvatves, sigmificant
unobservable inputs include velatilities for options with
strike prices thay differ sigraficantly from current market
prices and prices or spreads for certain products for which
the product quality or physical location of the commodity
i5 mot aligned with benchmark indices.

For level 3 equity dervatives, significant unobservable
inputs generally include equity volaility inputs for
options that are long-dated andlor have strike prices tha
differ significantly from current market prices. In
addivion, the valuation of cemain structured trades
requires the use of level 3 correlation inputs, such as the
correlation of the price perdformance of two or more
individual stocks or the correlation of the price
performance for a basker of socks to another asser ¢lass
such as commoditses.
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Fair Value of Derivatives by Lavel
The table below presents the fair value of derivatives on a
gross basis by level and major product tvpe, as well as the

impact of netting.

In the table above:

* The gross fair values exclude the effects of both
counterparty netting and collateral netting, and therefore
are nel representative of the firm's ex posure.

Counterparty netting is reflected i each level to the

5 rewlbong Lirvil 1 Liadd T Lieodi 3 Tetal -
A3 of Decumber 2018 extent that receivable and payable balances are neted
Aazats within the same lkevel and 5 included in counterpany
! 12_ # ?:m o &:ﬁ § %}: netting in levels. Where the counterparty netting is across
- BSEIT @1 BG5IE levels, the netting 5 included in cross-level counterparty
- 17183 43 1LEM netting.
10 47,162 a0 48,118
Gross fair vals ) L Y + Derivative asscts are shown as positive amounts and
Counbilpdty riilling it livals = (32H11) [966]  {INLEET) decivative liabilic h -
T S5 5 09355 54998 "'i:g, rivative habilntes are shown as negative amoums.
Crosa-beal counserpaety natting —
Cash collatars! nalling {48,724} Significant Unobservable Inputs
Net Tair value § 44846 The table below presents the amount of level 3 assets
Lisbditina (liabilities), and ranges, averages and medians of significant
I sl2a) si215662) & (S17] 26200} unobservable inputs used 1o value level 3 denvanves,
= IeSH (.77 (aaen) pu
: - :u.m 218 ﬁﬁt
Commaddues - Lirodd 5§ Bomcrntes 11 bt s b sl B o [ rrT—
E Lrved 3§ Smsirts (Lesbebtpsd s Range ol Sgnedcan
Equinas (37} (49910 {zdB6] (52433} Unibaarvabie |rputs Frarsgaedan) s of Learmbes
(s Rar valiae [61F (390573 {(5314]) {39587 Py
Counbeps by rmtting in lavaks = N2e 4l INAGET # in mifions finki ..-\. _
I S[61) & (77.961) $i4.358) § (g2jsp)  Intarestrates, net st B
ross-bel counterperty natling ng Cosredamon {1813 to BB% (BRI (101% 1o 9E% [T1%T3%)
Cash collataral natting
e TTarey Loty Sps 31 10 150 (74/65) 31 16 150 [BATE)
Cradit, nat 51672 1.505
#is of Decamber 2017 Cosrelation MR 2% to 34% (81 %M0%)
Cradit spraads [pe) 1to B0 [109/63 1 1o 533 (58
IFiosT ey $18 $28253% § aH §EALIER ) P o ! '
Lrelit 3880 22883 Upteond credit poamits 2 to 99 {44040} 01 57 M2
Custancies 18 Recevers rates 5% 1o T0% OWMONL DU% o TER ESREE)
: e Currancies, nat 461 Tt
% e Coerelation 10% 1o 70% (A0%R/BEM) 209 1o 729 161 mE2%)
= iL109 (1061 Commaodition, mal 2 T
B b 328 3 FREME §IBl o latility 0% 1o 75% (2BH/27%) 9% fo FO% (24 %74%)
- rr-bnngl CounSorparty nitling .
Cash collataral ratling Hatrad gas Spradd $[233) o 34.68 e
TETTaE BT 500,260 50300} (51D Z2UE00.120
Tt i spread 513.44) to 516,62 S0 261 b0 523 81
—— M. 154 53753 84 B 4T/ED 35
- 12,135} Equities, net 501,548} 507285
- paiea el Cosalation (B21% 1o O7% [BN/SIN) (361% 1o 4% (E05E0%)
8l 53S0 (165 Volality % 10 102% [0RAES} 4% 10 7% 24R00%)
(wross Par valsa EEl (E3T4800 15141 [A42.65T1
oty Flhing in lvals - 38205 1,064 B 1ED In the table above:
Subtol 156 § 53510 SI4,000) § (70,897 o N
Crosebeval countarpany natting 5 = Derivative assets are shown as positive amoums and
i h ol netling ERIF denvative habilities are shown as negative amounts.
Tt R wilihuses £ [0t
* g ¢ sugnificant w vable @ 3
Ranges represent the significant unobservable inpus thar
were used in the valuation of each type of derivative.
= Averages represent the anthmetic average of the inputs and
are not weighted by the relative fair value or notional of the
respective Iinancial imstruments, An average greater than
the median indicates that the majosity of inputs are below
the average, For example, the difference between the
average and the median for credit spreads imndicates that the
oty of the inpats fall i the lower end of the range.
128 Goldman Sachs 2018 Form 10-K
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-

-

The ranges, averapes and medians of these inputs are not
representative of the appropriate nputs to use when
calculating the fair valwe of any one derivative. For
example, the highest correlation for interest rate
derivatives is appropriate for valuing a specific interest
rate derivative but may not be appropriate for valuing any
other interest rate derivative. Accordingly, the ranges of
inputs 4o wot represent uncertanty in, of possible ranges
of, fair value measurements of level 3 derivanves,

Interest rates, <urrencres and equities derivatives ang
valued using option pricing medels, credit derivatives are
valued vsing option pricing, correlation and discounted
cash flow models, and commodities derivatives are valued
using option pricing and discounted cash flow models.

The fair value of any one mstrument may be determned
using mivdtiple valuation rechniques. For example, option
percing models and discounted cash flows models are
rypically used rogether o determine fair value. Therefore,
the level 3 balance encompasses both of these techniques.

Correlarion was not significant o the vahution of level 3
credit derivatives as of December 2018,

Correlation within currencies and equinties includes cross-
praduct type correlation.

Matural gas spread represents the spread per million
Brirish thermal units of naneeal gas.

Oil spread represemts the spread per barrel of ol and
refined products.

Range of Significant Unobservable Inputs

The following is information abour the ranges of significant
unobservable inputs wsed o value the firm's kvel 3
derivative instruments:

-

-

Correlation. Ranges for correlation cover a varsety of
undecliers both within one product tvpe (e.g.. equity
index and equiry single stock names) and across produc
types {eg., correlation of an interest rate and a currency),
as well as across regrons, Generally, cross-prochisct type
correlation inputs are used to value more complex
instruments and are lower than correlation inputs on
assets within the same derivative product type.

Volatility. Ranges for wvolatiity cover numsrous
underliers across a variety of markets, maturities and
strike prices. For example, volatilny of equity ndsces is
generally lower than volatility of single stocks.

EDINETOOOO

O00DOo0ooOo0ooo00oo0OooOO(Eossss)

Credit spreads, upfront credit points and recovery
rates, The ranges for credit spreads, upiront eredit points
and recovery rates cover a variety of underliers {index and
sngle names), mRons, seclors, matucities and credit
quabitics {high-vield and investment-grade}. The broad
range of this population gives rise to the width of the
ranges of significant unobservable inputs,

« Commodity prices and spreads. The ranges for
commadity prices and spreads cover variability in
prosducts, matunties and delivery lecations.

Sensitivity of Fair Value Measurement to Changes
in Significant Uncbservable Inputs

The following = a description of the directional sensitivity
of the firm's level 3 fair value measurements, as of both
Decemnber 2008 and December 2017, to changes in
sigmificant unobservable inpurs, in solation:

+ Correlation. In general, for contracts where the holder
benefirs from the convergence of the underdying asser or
index prices {eg., interest rates, credit spreads, foreign
exchange rares, inflation rates and equity prices), an
increase in <orrelation resulis i a higher fair value
MEASTRENENE,

Valatility. In general, for purchased options, an increase
in volatility results in a higher fair value measurement.

Cradit spreads, upfront credit points and recovary
rates, In general, the fair value of purchased credit
profection increases as credit spreads or upiront credit
points increase or recovery rates decrease, Credat spreads,
upfront credit points and recovery rates are strongly
related to distinctive risk factors of the underlving
reference  obligations, which include reference entity-
specific factors such as leverage, volatiliy and industey,
market-based nsk factors, such as borrowing costs or
liguidity of the underlving reference obligation, and
macresconomic conditions,

Commodity prices amd spreads, In general, for
contracts where the holder is receiving a commodity, an
imerease in the spread (price difference from a benchmark
index due to differences in quality or delivery location) or
price resulis ina higher Cair value measurement.

Due to the distinctive nature of each of the firm's level 3
denvatives, the mterrelationship of inputs i$ not necessanly
uniform within each product type.
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Laval 2 Rolforward

The table below presents a summary of the changes in fair
value for level 3 derivatives.

Vaar Ended Decamber
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The table below dsaguregates, by major produsct type, the
information for level 3 derivatives included in the summary
table above,

£ i realivng g 7 Vg Endad Dadiiriar
Total bewel 3 derivatives £ n oo Faal W7
Begninirg balarce $ [28B) 30,217 Intorest rates, not
Ml enalzid ) IE] nma g o
1 Bagmnng balancs & [ 5 1=
':{""_1 ::“_'”"" B 1‘::'; ','!';-f" Mot roakzed gainsflassas] [13]] (4]
Lo e et unrealized gainalllossest 122 ]
Sales s 6 Fuchases B d
Setilernants §73 1 Salas 2} 14
Iransbars into leval 3 34 £381 Seltrnants 1M 30
Transhons Ut of el 3 31 ] Transbars inlo leval 2 {4y S
El‘lﬂﬁ balance § 530 § (i Transfars cutof kbvel 3 &2 5
Ending balance § (108) 5 0
In the table above: Credit,
. . - N 1 g 1E04
+ Changes in fair valoe are presented for all denvative E: s .!igl E’_:.?
assets and liabilities that are classified in level 3 as of the ml% unsealized gaina 2 ez
end of the period. EmEhenga (&) o
77
= Net uneealized gains/{losses) relates to instruments that o Iu:o ool 3 :';. l-""'i’
were still held ar period-end. ars oulof baved 3 i3} 116
. - Ending balance %1672 31505
= Transders between levels of the fair value hierarchy are m“:d‘ — £
reported at the beginming of the reporting period in which Bagrng Jti"“m s sy s o
they occur. If a derivative was transferred into level 3 el reatzed gunsfiosses! {51} (i3]
during a reporting period, s entire gain or loss for the ?'r‘iﬂ :”?45'19"‘ qainafllcssast 93 nad
T rchases 4
period 18 classified in level 3. Zales (5} b
- . r . . Sllhpmgnl 212 B2
» Positive amounts for transfers into level 3 and negative _-:'I.Ilrlm'_:;u II:;"\' Lal 3 101 =
amounts for transfers out of level 3 represent net transiers Transfars oulof kel 3 (3 o
of derivative assets. Megative amounts. for transfers into Ending balance §$ 460 5 50
level 3 and positive amounts for transfers out of level 3 ?mmodl:'illi, it e o s
P — agnnng balanss 3
represent net transfers of denivative Lhabilities. N-:H'H.ue'i‘b'l Gainaiossas) b a:-h
« A derivative with level 1 andior level 2 inputs is classified ::“:"_'l_‘::;:"_""'“ ouinsdlicases) 2 ‘I’AE
in level 3 in s enticety of it has ar least one significant Cales (4) (8
level 3 input. Selllements 12 [riy]
B .
Tranisfars ino bewel 3 k3 (251
+ If there s one significant level 3 input, the entire gain or Transtars out of kvl 3 28] 13
loss from adjusting only observable inputs (i.e., level 1 Ending balance 3 vz % 47
and level 2 inputs) is classified in level 3. Eguities. nat
Bagmnavg balance Szdmp G008
« Gains or loses that have been classified in level 3 e e o
resuliing from changes in level 1 or level 2 inputs are Purthasss Spindlic 47 173
frecuently offset by gains or losses antributable to level 1 Sukes {1354 s
or level 2 derivatives andfor level 1, kevel 2 and level 3 Zalllamants (ea) 1555
. = . - . Transfors inlo ksl 3 {4a) “
cash instruments. As a result, gainsflosses) included in Tranabers sulof kved 3 8 41
the level 3 rollforward below do not necessarily represent Ending balance 15461 511245

the overall impact on the firm's results of operations,
liquidity or capital resources.
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Lewval 3 Rollforward Commantary

Year Ended December 2018, The net realized and
unrealized gains on level 3 derivatives of 51.14 billion
{reflecting 5113 million of ner realized losses and
£1.25 billion of net unrealired gains) for 2008 included
gaing of S1.11 billion reporved in marker making and
%28 million reported in other principal transactions,

The net unrealized gains on level 3 denvatives for 2018
were primarily attributable to gains on certain equity
derivatives, reflecting the impact of a deceease in certain
equity prices and gains on certain currency denvatives,
primarily reflecting the impact of changes in foreign
exchange rates.

Both transfers into level 3 derivatives and transfers out of
level 3 denvatives durimg 20018 were not matenal,

Year Ended December 2017, The ner realized and
unrealized losses om level 3 derivatives of $555 million
{reflecting $112 million of ner realized losses and
£436 million of net unrealired losses) for 2017 included
losses of 590 million reported in market making and
8465 million reported in other principal transactions.

The net unrealized losses on level 3 derivatives for 2017
were primarily attributable to losses on certain equity
derivarives, reflecting the impact of changes in equity prices,
losses on certain currency derivatives, primarily reflecting
the impact of changes in foreign exchanges raves, and losses
on certain credit derivatives, reflecting the impact of tighter
credin spreads, partially offser by gains on cemain
commexdity dervatives, reflecting the impaat of an increase
incommodity prices.

Transfers into level 3 derivatives during 2017 were not
material.

Transfers out of level 3 derivatives during 2017 primarily
reflected transfers of cenain credit derivatives assets 1o
level 2, principally due to certain unobservable inputs no
longer being spmficant to the valuation of these derivatives.
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OTC Derivatives
The table below presents the fair values of OTC derivative
assets and liabilities by tenor and major product type.

Lerss than 16 Gomater than
I & ralhons 1 Year Tears & Yesars Total
Az of Decambaer 2018
Assots

Intesest rates

§ L8 513377 HATAZG & 63413
BOF 3578 3,354

1847

18P BOTE 6486 22530

4,978 IIm 145 1324

4962 Badd 139 11,535

(3.408p {3.883) (28] (10,114)

Suliois 21,924 £26.3M S65, 528 S102.445

Crogstanor countarparty nathng {13,143}

Cash collatersl fathing 8, 24k

Tatal QTG difivalivie assels 540,576
Liabalitios

Irlscust rabis 5 415 § 5163 S2377 5 4272

Cradt 1127 497 1412 6712

CRamancHs 13,553 &AM 4474 24898

Comamodilas 427 LE63 3,456 10,070

EGutes LITE  BATE 1060 17516

Relpety Maling in lenses {A08h |3.883) (2.822] 110114k

ad 226013 14,166 SI866 5 91,814

Crogs-tenor courrienanty neting (133430

Cash collaie Hing I?S\..'IE_H

Total OTC denivative labilities & 39,544

A% of Db 2017
Assate

Iritarast rafes

Crod

Cumancis

Commodites

Equates

Cmsanssty nailing i lens

. ol SOURERAnty Hething
Cash collatars! nating

Tatal OTC dersalive Bsiats
Liabalitios

[ritetasl ranas

ks

17 % BATY $33,123

o 3585 1,088
het = 7118 4,802
e s 2167 2466
Equetnes EBaT 3=
Couniarmerty ralling m lences x| _‘.'El: 145045 2207
Subtolsl 527254 523308 §42.122 § 2774
Cross-tanar countanpany nashng {16, 404]
Cash collataral sathng 8872

Tetal OTL chafevalnes likding s B

In the table above:
+ Tenor i= based on remaining contractual maturity.

» Counterparty nettmg within the same produd tvpe and
tenor category is included within such product type and
TENOT CATEROTY.

+ Counterpany netting across product types within the
same tenor category is incleded in counterparty netting in
tenors. Where the counterparty netling 15 A0ross [enor
categories, the nemting & mcloded in o cross-tenor
COUNTErPAITY HeITing.
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Cradit Derivatives

The firm enters into a broad array of credit derivatives in
locations around the world to facilitate client transactions
andd to manage the credin nisk associated with market-
making and investing and lending activeties. Credit
dermvatives are actively managed based on the fiem’s net risk
position.  Credit  derivatives are generally  individually
negotiated contracts and can have various settlement and
payment conventions. Credit events include failure to pay,
bankruptey, acceleration of indebtedness, restructuring,
repudiation and dissolution of the reference entity.

The firm enters imto the following types of credit

dermvatives:

+ Credit Default Swaps. Single-name credic defaul swaps
protect the buver against the loss of prindpal on one or
meore bonds, loans or mortgages (reference obligations) in
the event the issuer of the reference obligations suffers a
credit evenr, The buver of protection pavs an initial or
persodic premium to the seller and receives protection for
the period of the contract, If there is no credit event, as
defined in the contract, the seller of protection makes no
payments to the bayer. If a coedit evenr occurs, the seller
of protection is required to make a payment to the buyer,
caleulared according to the rerms of the conrract.

-

Credit Options. In a credit option, the option writer
assumes the obligation to purchase or sell a reference
oblgation ar a specified price or eredit spread, The eption
purchaser buys the right, but does not assume the
obligation, to sell the reference obligation to, or purchase
it feom, the option writer, The payments on credit options
depend either on a particular credit spread or the price of
the reference obligation,

Credit Indices, Baskets and Tranches. Credi
dervatives may reference a basket of single-pame credit
defanl swaps or a broad-based index. I a credit event
occurs in one of the underlving reference obligations, the
protection seller pavs the protection buver, The pavment
is typically a pro-rata portion of the transaction’s total
notonal amonnt based on the underlving defanlted
reference obligation. In certain transactions, the credit
risk of a basker or index is separated into various pertions
{reanches), each having different levels of subordination.
The most junior tranches cover inftial defaults and once
losses exceed the notional amount of these junior
tranches, any excess loss s coversd by the next most
sensor tranche.

132 Goldman Sachs 2018 Form 10-K

+ Total Return Swaps. A total return swap transfers the
risks relating to economic performance of a reference
obligation from the protection buyer to the profection
seller, Typically, the protection buyer receives a floating
rare of interest and provection against any reduction in
fair value of the reference obligation, and the protection
seller receives the cash flows associaved with the reference
obligation, plus any increase in the fair valee of the
reference obligation.

The firm economically hedges its exposure to written credit
derivatives primarily by entering into offsemting purchased
credit derivatives with identical underliers, Substantially all
of the firm's purchased credit derivative transactions are
with financial institutions and are subject 1o stringent
collateral thresholds. In addition, upon the sccurrence of a
specified tnigger event, the firm may take possession of the
reference obligations underlying a paricular written credit
denvative, and consequently may, upen hquidation of the
reference obligations, recover amounis on the underlving
reference obligations in the event of default,

Az of December 2018, written credin derivarives had a roral
gross notional amount of $554.17 billion and purchased
credit derivatives had a toral gross notional amount of
5603.00 bilhon, for total net notional purchased protection
of 54883 billion. As of December 2017, written credit
denvatives had a rotal gross notional amount of
$611.04 billion and purchased credit derivarives had avotal
gross notional amount of 564337 billion, for total net
notional  purchased protection of $32.33  billion.
Substantially all of the fiem's woilten and purchased credit
derivatives are credit default swaps.
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The table below presents information about credit
derivarives,

Cracit Sotaad on LUindedber s poei)

Grasber
261 - &01 - than
£ in melions - 260 B 1,000 1,000 Total

As of Decombor 2018
Maxinmurn Payout /Matsonal Amoiant of Wtten Credit Derivatives by Tencr
Lezs than 1 year SMEEIE & 3TE] § 1151 § LBAE 160590
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Impact of Credit Spreads on Derivatives

On an engeing basis, the finm realizes gains or loses
relating to changes in credit risk through the unwind of
denvative contracts and changes in credit mitigants.

The net gainsfi losees), including hedaes, attributable to the
impact of changes m credit exposure and credit spreads
{counterparty  and the firm's) on  derivatives was
8371 million for 2008, 566 million for 2007 and
85 million for 2016.

& yoars R D100 13835 7520 340,663
anbaler i § et A5, 690 5, %65 1.1 122 GLEN a . 5
mbedded Derivat

Tatal A5G §35.E29 S16.107 11400 5554172 ?L"“‘EHEMI” D.h: . .""_"’I o th i
e Payootiatons A —— S Crad s Dor table below presents the fair value and the notiona
Cfsattng 5413885 SS5AT3 14243 5 BB4T 5461902 amount of dervatives that have been bifurcated from their
Gahe 115,754 14373 1555 3513 140095 related borrowings.
Fair Valuo of Written Credit Dorivatives
hasat 5 BERE 5 B3 5 S5 5 B0 S 83 fe oF Diocarmbses
Leabikty 1990 1415 1199 3368 7972 fa - Duramiah
Mt assat/iliabilityl  § 6666 & (B72) S(1.104) §(3.288) 5 1402 § i religng 018 a7

. . Fair vatue of sssals $§ MO0 £ BI2
As of Dorca b 3017 Fair value of habitios 1297 3,000
s Papout Mational &nsownt of Watten Credit Dervatives by Tanor Het liability 5 117 T 418
L s than 1 year $IE244E § BEN B 05 § 4057 5196740
1 = Syaars wWEATE 0 a,747 TESY MRITA 1 0 57
Graaler than B yaars 49480 24 "7 1% 57418 Notional amount #1022 56,572
';”"_ — ‘_5"":3:59 i;::.s R 10208 IT7130 3011040 In the table above, these derivatives, which are recorded at
Cllisetteny youtin il i,j":.‘,'ﬁ""f"c,':fﬁnri"ﬂ"?:":‘:f"'f.., fair value, primarily consist of interest rate, equity and
Cothae pEl 1448 1777 144D commodity products and are incladed in unsecured short-
Fair Valuo of Written Credit Dorivatives term borrowings and unsecured long-term borrowings with
pree 314317 5 E1Z S 208 3 156 § 15193 . . . :
Liskaity i s Sz amo | Eaw the related borrowings. See Note 8 for further information.

Mol arsalipn G § 154 F 111§ (h44) X13TER 920

Inthe table above:

-

Fair values exclude the effects of both netting of
receivable  balances with pavable balances  under
enforceable netting agreements, and netting of cash
received or posted under enforceable credit supporn
agreements, and therefore are not represemtative of the
firm’s credit exposure.

Tenor is based on remaining conteactual matuety,

The credit spread on the underlier, together with the tenor
of the contract, are indicators of payment/performance
risk. The firm is less likely to pay or otherwise be required
1o perform where the credit spread and the tener are
lower.

-

Offsetting  purchased credit dervatives represent the
notional amount of purchased credit derivatives that
economically  hedge written credit  dervatives  with
identical underliers.

®

Other purchased credit derivatives represent the notional
amount of all other purchased credit derivatives not
included in offsetting.

Derivatives with Credit-Related Contingent Features
Certain of the firm’s derivatives have been transacted under
bilareral agreements with counterparties who may require
the firm to post collateral or terminate the transactions
based on changes in the firm's credit ratings. The firm
assesses the impact of these bilateral agreements by
determining the collateral or termination pavments that
would occur assuming a dewngrade by all rating agencies.
A downgrade by any one ranng agency, depending on the
agency”s relative ratings of the firm at the time of the
downgrade, may have an impact which is comparable to
the impact of a downgrade by all rating agencies.

The table below presents information about net derivative
liabilities wnder such bilateral agreements  [(exclading
application of collateral posted), the related Fair value of
collateral posted and the additional collateral or
termmination pavments that could have been called by
counterpartics in the event of a onc-notch and two-notch
dewnprade inthe fiem’s eredit ratings,

A ol Dacairbad
¥ & rraSons 2018 2m7

bilites undar blateenl agreements S29.583 506,077
$24.393 3§25 928

Nat damative b
Cofatarsl

llataral or LemineLon payments
| oI Ede $ I8 3 99
Twaa=noich downagracs % $68 3 1,655
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THE GOLDMAN SACHS GROUP, INC AND SUBSIDIARIES
MNotes to Consolidated Financial Statements

Hedge Accounting

The firm applies hedge accounting for (i) certain interest
rate swaps used to manage the interest rate exposure of
certain fined-rate wnsscured long-term and short-term
borrowings and certain fixed-rate certificates of deposit and
{ii) certain foreign currency forward contracts and foreign
currency-denominated debt wsed to manage foreign
CUsFency exposunes on the firm’s net investment in certain
non-LL5. operations.

To qualify for hedge accounting, the hedging instrument
must be highly effective at reducing the nsk from the
exposure being  hedged.  Additienally, the fiem  must
formally document the hedging relationship at imception
andl assess the hedging relationship at least on a quarnerly
basis 10 ensure the hedging instrument continees to be
highly effective aver the life of the hedging relationship.

Fair Value Hedges

The firm designates certain interest rare swaps as fair valog
hedaes of certain fixed-rate unsecured long-term and shornt-
term debt and fixed-rate cemificwes of deposit. These
interest rate swaps hedge changes in fair value attributable
to the desipnated benchimark interest rate (e.g., Londen
Interbank Offered Rate (LIBOR) or Overnight Index Swap
Rare), effectively conwerting a substamtial posion of
fixed-rate obligations into floating-rate obligations,

The firm applies a statistical method that urilizes regression
analysis when assessing the effectivensss of s fair value
hedging relationships in achieving ofiserting changes in the
fair values of the hedging instrument and the risk being
hedged (i.e., inerest rate skl An interest rate swap is
considered highly effective in offsetting changes in fair valoe
atteibutable o changes in the hedged rsk when the
regression analysis results in a coefficient of determination
of £0% or greater and a slope between 80% and 125%,

For qualifying fair value hedges, gans or losses on
derivatives are included in interest expense. The change in
fair value of the hedged tem attnbutable to the risk being
hedged is reported as an adjustment to its carrying value
{hedping adjustment} and s ale mcluded m interest
expense. When a derivative s no longer designated as a
hedge, any remaining difference berween the carrying value
and par value of the hedged item is amortized 1o interest
expense over the remaining life of the hedged item using the
effective interest method. See Note 23 for further
information about interest income and interest expense,
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The table below presents the gainsilosses) from interest
rate deavanves accoumted for as hedges and the relaged
hedped borrowings and deposits, and total interest expense.

¥oar Ended DecenDe

L] EX1E 7 ]
Intarass rate heoges $(1.854) 02267 304800
Hadgad borowings and deposits $12% 32083 3 534
|nbanest axpansa 316812  310E 37,104
In the table above:

« The difference between gainsilosses) from interest rane
hedges and  hedged borrowings and deposits was
primarily due to the amortization of prepaid credit
spreads resulting from the passage of time.

+ Hedge ineffectiveness was S[684) million for 2017 and
Si646) million for 2016,

The tabke below presents the carrving value of the hedged
items that are cureently designated in a hedging relationship
and the relaved cumulative hedging adjostment (increase/
{decrease}} from current and prior hedging relationships
inchaded im such carrving values,

fiz of Decamber 2040
Carres Camulative
arrgng Huadging
£ in milkons Valus  Adjustm et
Daposits 11824 % (156}
Unsacinned shon-lem biiowngs 5 4450 2 Nz
Linsacinnind kongslisrm bommangs BEEBIY 52,759

In the table above, cumulative hedging adjustment mcleded
$1.74 billion of hedping adjusrments from prior hedging
relationships that were de-designated and substantially all
were related to unsecured long-term borrowings.

In addition, as of December 2018, cumulative hedging
adjustments for items no longer designated in a hedging
relationship were 51,51 billion and substantially all were
eelated to unsecured long-term borrowings,
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Met Investment Hedges

The fiem seeks 1o reduce the impact of fluctuations in
foreign exchange rates on its nmet mvestments in certain
non-UL% operations through the use of foreign currency
forward contracts and foreign currency-denominated debt.
For foreign currency forward contracts designated as
hedges, the effectiveness of the hedie is assessed based on
the overall changes in the fair value of the forward conrracts
{re,, based on changes in forward rates). For foreign
currency-denominated debt desipnated as a hedge, the
effectiveness of the hedpe s assessed based on changes in
SPOL EALES,

Beginning in Jamuary 2018, in accordance with ASU
M, 2017-12 for qualifving net investment hedges, all gains
or losses on the hedging instruments are included in
currency transhation, Prior to Jamuary 2018, gains or losses
on the hedging instroments, only 1o the extent effective,
were included in currency translation.

The table below presents the gainsf{losses) from net
investment hedging.

our Ended December

£ is radiong 2000 ;T 26
g
Foraign cumency forsard contract 577 Hedsl $135
Foreign curency-denceminated debt (60} 5 50 585

Gains or losses on individual net investments in non-1U.5.
operations are reclassified to earmings from accumulated
other comprehensive income when such net investments are
sobd or substantially hquidated. The gress and net gains and
losses on hedges and the related met investments in non-1.5.
operations reclassified 1o camings from accumulated other
comprehensive imcome were not material for 2018, The net
wain reclwsified (o carmings from accumulated  other
comprehensive income was $41 million {reflecting a gain of
205 mallion related to hedges and a loss of $164 million on
the related net investments in non-U.5. operations} for 2017
and 828 million (reflecting a gain of $167 million relared o
hedges and a loss of 5139 million on the related net
investments in non-US. operationsh for 2016, The gain'
{loss) related to ineffectiveness was not matenal for 2017 or

2016,

The firm had designated 51.9% billion as of December 2018
and $1.81 billion as of December 2017 of foreign currency-
denominated  debt, included in umsecured  bong-term
borrowings and unsecured short-term borrowings, as
hedges of net investments in non-U.5, subsidiarics,
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MNote 8.
Fair Value Option

Other Financial Assets and Financial Liabilities at
Fair Valus

In addizion vo cash and dervative instruments included in
financial instruments owned and financial instruments sold,
but mot yer purchased, the fiem accounts for cemain of is
other financial assets and financial labilities at fair valee,
substantially all under the fair value option. The primary
reasons for electing the fair value option are to:

-

Reflect economic events in earnings on a timely basis;

-

Mitigare volatlity in carmings from vsing  Jifferent
measurement  antributes (e.g. transfers of financial
mstroments owned accounted for as financings are
recorded at fair value, whereas the related secured
financing would be recorded on an accrual basis absent
electing the fair value option); and

.

Address simplification and cost-benefit considerations
{eg., accounting for hybnd financeal instruments at fair
value in their entirety versus bifurcation of embedded
denvatives and hedge accounting for debt hosts).

Hybrid financial instruments are mstruments that contain
bifurcatable embedded derivatives and do not require
settlement by physical delivery of nonfinancial assets {e.g.,
physical commodities). If the firm elects to bifurcate the
embedded dervative from the associated debt, the
dervative is accounted for at fair value and the host
contract 15 accounted for at amortized cost, adjusted for the
effective portion of any fair value hedges. If the firm does
et elect to bifurcate, the entire hybrid financial instrument
is accounted for at fair value under the fair value option.

Oher financial assets and financial liabilities accounted for
at fair value under the fair value option include:

+ Repurchase agreements and substantially all resale
agreements;
Securities  borrowed and  loaned in Fixed Income,

Currency and Commodities Client  Execution (FICC
Client Execution);

« Substantially all other secured financings, mehading

transfers of assets accounted for as financings;

Certain wnsecured shom-term and long-term borrowings,
substantially all of which are hybrid financial instruments;

« Certaim customer  and  other  receivables,  inchading
transfers of assets accounted for as secured loans and
certain margin loansg and

Certain time deposits {deposits with no stated maturity
are not eligible for a fair value option election}, inchading
groctured cemificates of deposit, which are hybrid
financial instnements.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Motes to Consolidated Financial Statements

Fair Value of Other Financial Assets and Financial
Liabilities by Level

The table below presents, by level within the fair value
hierarchy, ether financial assers and financial liabilites a
fair value, substantially all of which are accounted for at
fair value under the fair value option.

£ iy rrafbond el 1 Lind T Ll 3 Tetal
Ais of Decismibior 2018
Asseis
Rasals sgredmants 5= 5138220 % = 5130233
ot nles borreead - 23,42 - 25142
Cusiomar and oiber recenables = 3,183 B R L]
Total 5 = 5166566 5 & & 166,651
Ligbalrtios
Daposits & - & (17892 § {3.168) § (21080}
Rapurchise agioermits = (T ED4) () (T}
Soints s s b - (3,241] - (241}
Othar secured fnancings - {210, 734) (17 {20904}
Uinbitunisd bormoaings
Shari-lanm - [1ZER?] {40761 (V6961
Lorigteamn - (347610 (1,823] (46584}
it labilawes - i1 1131] {132p
Total & = S1682100 S19.357) SAI&7.007TF
A5 o1 Dacembar 2017
fAssats
Resals sgresmants ] 120420 % £ 120,420
Set s bommd - 78,189 - TALEs
Crstormar s olhar receteabios gLy & 153
Toal Y- 3202131 § 4 52215
—

= % 13

Sadh § obd) § A0
1 a7

RiprurcFuesdr S3Mnemaknls ¥ @4, 718
Secunties kaned - 5 - 53571
Cthar seoured fnancings = {38 3 24,345
Unsacured bormowings

Srart-tarn = 12370 M58 [96.504)

Lo tgama - {31, 204) [ e = -
Cittvint Daabl it - 26! 8 1263
Tenal ¥ - FOALETD PISLEZ) FUSLIET

In the table above, other financial assets are shown as
positive amounts and other fimancial babilities are shown as
negative amounts.

Valuation Techniques and Significant Inputs

Chher financial assets and financial labilities ar fair value
are generally valued based on discounted cash flow
techniques, which incorporate inputs with reasonable levels
of price transparency, and are generally classified in level 2
because the inputs are observable. Valuation adjustments
may be made for Lquidity and for counterparty and the
firm's credit quality.
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See below for information about the sipnificant inpurs used
te valie other financial assets and financial labilities a1 fair
value, imcleding the ranpes of significant unobservable
inpurs used to value the kevel 3 instruments within these
categories, These ranges represent  the  sigmificant
unobservable inputs that were used in the valuation of each
type of other financial assets and financial Labilities ae fair
value. The ranges and werghred averages of these inpurs are
not representative of the appropriate nputs to wse when
caleulating the fair value of any one instrument. For
example, the highest vield presented below for other
secured financings is appropriate for valuing a specific
agresment in that category but may wot be appropriate for
valuing any other agreements in that category. Accordingly,
the ranges of mputs presemted below do mot represent
uncertainty in, or possible ranpes of, fair value
measurements of the frm's level 3 other financial assers and
financial liabilities.

Aesale and Repurchase Agresments and Securities
Borrowed and Loaned. The significant inpuis 1o the
valuation of resale amd repurchase agreements and
securitics borrowed and loaned are funding spreads, the
amount and timing of expected future cash flows and
interest  rates. As of both December 2018 and
December 2017, the firm had no level 3 resale agreements,
securitics  borrowed or securitics loaned, As of both
December 2018 and December 2017, the fiem's level 3
repurchase agreements were not material, See Note 10 for
further information abowt collaveralized agreements and
fimancings.

Other Secured Financings. The sipnificant inputs to the
valuation of other secured financings at fair value are the
amount and timing of expected future cash flows, mterest
rates, funding spreads, the fair value of the collateral
delivered by the finm (which is determined wsing the
amount and timing of expected future cash flows, market
prices, market vields and recovery asumptions) and the
frequency  of additional  collateral calls. As  of
December 2018, the fiem's level 3 other secured financings
were not material. The ranges of significant unobservable
inputs wsed to value level 3 other secured financings as of
December 2017 are as follows:

= Yield: 6% to 13.0% {(weighted average: 3.3%)
* Durarion: 0.7 to 11.0 vears (weighted average: 2.7 vears)

Generally, increases in yvield or duration, in solation, would
have resulted in a lower fair value measurement as of
December 2017, Due tothe distinctive nature of each of the
firm’s level 3 other secured financings, the interrelationship
of inputs is not necessarily uniform across such financings,
See Note 10 for further information abowt collateralized
agreements and financings.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Unsecured Short-term and Long-term Borrowings.
The significant inpurs 1o the valuation of unsecured shor-
term and long-term borrowings at fair value are the amount
and timing of expected future cash flows, interest rates, the
credit spreads of the firm, as well as commodity prices in
the case of prepaid commodity transactions. The inputs
used to value the embedded derivative component of hybrid
financial instruments are consistent with the inputs used to
value the firm's other denvarive mstruments. See Mote 7 for
further information abour derivatives, Note 15 for further
information about unsecured short<term borrowings, and
Mote 16 for fumher information about long-term
borrowings.

Certain of the firm's unsecured short-term and long-term
borrowings are classified in level 3, substantially all of
which are hybrid financial instruments. As the significant
unobservable mputs wsed o value hybod financial
insteuments primarily relate 1o the embedded derivarive
component  of these borrowings, these mpws are
incorporated in the firm’s derivative disclosures related to
unobservable mputs in Note 7,

Customer and Other Recaivables. Customer and other
receivables at fair value primarily consist of prepaid
commadity transactions and transfers of assets accounted
for as secured loans rather than purchases. The significant
inputs to the valuation of such receivables are commodity
prices, interest rates, the amount and timing of expected
furure cash flows and funding spreads. As of both
December 2018 and December 2017, the firm's level 3
customer and other receivables were not material.

Deposits. The significant inputs to the valvation of time
deposits are interest rates and the amount and timing of
future cash flows, The mputs wsed to value the embeadded
derivative component of hybrid financial instruments are
consistent with the inputs used to valoe the firm's other
derivative instruments. See Note 7 for further information
about dervatives and MNote 14 for further information
about deposirs.

The firm's deposits that are classified in level 3 are hybeid
financial insrruments. As the significant unobservable
inputs used to value hybrid financial instruments primarily
relate 1o the embedded derivative component of these
deposits, these mputs are incorporated in the firm's
derivative disclosures related to unobservable inputs in
Mote 7,
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Level 3 Rolforward

The table below presents a summary of the changes in fair
valse for level 3 other financial assets and financial
Tabilities accounted for ar fair value.

Ty Endied Dot

£ i rlong 2010 an7
Tatal othar financial assots

Bagnnng balincs - 4 £ L
Mat ynraalipad gains/lossash F4 -
Purchasas - 1
Salllermants - {521
Ending balance 3 5 i 4

Total other financial liabilities

Baginning balanca S15.462) 3h45rA)

Mat realzed gainallossas) {491} (33
Mat unnealimed gaineThossaal 2,012 11,0471
Purchades - €3
Saley - 1
Issuances {11.935) 3,382
Sattlemants T.000 5,658
Transfers mbo level 3 11416} B111
Tranafers oirl of lawal 3 BB4 3,082
Ending balance LI RERE T I I

Inthe table above:

+ Changes in fair value are presented for all other financial
assets and financial liabilities that are classified in level 3
a5 of the end of the period,

+ Met unrealized gainsf{losses) relates to instruments that
weere still held ar period-end.

Transfers between levels of the fair value hierarchy are
reperted at the beginning of the reporting period inwhich
they occur. If a financial asser or financial liability was
transferred to level 3 duning a reporting pertod, its entire
gain or loss for the pertod is classified in level 3.

« For kevel 3 other fmancial assers, inereases are shown as
positive amounts, while decreases are shown as negative
ameunts, For level 3 other financial labilities, increases
are shown as negative amounts, while decreases are
shown as positive Amounts,

Level 3 other financial assets and financial liabilities are
frequently economically hedged with cash imstruments
and dervatives. Accordingly, pains or losses that are
classified i level 3 can be partally offser by gains or
lesses attributable to level 1, 2 or 3 cash instruments or
denvatives, Az a presult, gains or losses inchsded i the
level 3 rollforward below do not necessarily represent the
overall impact on the firm's results of operations,
liquedity or capital resowrces.
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THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Motes to Consolidated Financial Statements

The table below disappregates, by the consolidated
stavements of financial condition line items, the information
for other financial liabalities included in the summary table
above,

Tan Endad Dot
F-01 ] m7

§ (2288 43171

125)
7z
(796
298
8
59 are
Ending balance § [(3.968) G0 050
Repurchase agresments
Bagwimirsg balarcd & 37 i EE
e unnges bped guinafkgaas] 2 i
Salilemants L] k1]
Ending balance § {29) i 30
Other cecured financings
ars Balancs 5 [3m8) i BETI
5} {18} 17
m i
- 131
Sakas - 1
[EETIET, it {8 [x #4]
Salllemants 187 17
Transfers nlo leval 3 11 2
Tennishars out of loved 3 &4 ]
Ending balance § o)

Unsacursd short-tarm borrowings

Settlemanls
Transfars inio leval 3
Transfors outl of kel 3

Ending balance

Unsacured long-term borrowings
Bagnining balance
Mat real@ed QainaTkssa sl
g undissb2eed gainakodaas]
Bauarncas
Salilemants
ransfers mlo leval 3
Translers out of lavel 3

Ending balance

Dther liabilities

Bagnning balancs & em 3 Gl
Mal resloed gaina/llossas) 3 18
e undeskzed gainaliossas] {92} 22
[LEUAMNDSS {x2) 1181
Ending balancs & (13 % Al
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Laval 32 Roliforward Commentary

Year Ended Decemnber 2018, The net realized and
unrealized gains on level 3 other financial liabilivies of
$1.52 billion (reflecting 5491 millien of net realized losses
and 52,01 billion of net unrealized gains) for 2008 inchaded
gainaf{lossesh of 853 million repored in marker making,
Si1) million reported i other principal transactions and
S(1) million reported in interest expense in the consolidared
statements of earnings, and gains of 5641 millton repored
in debt valuarion adjustment in the consolidated statements
of comprehensive mcome.

The net unrealized gains on level 3 other financial liabilities
for 2018 prnmarily reflected gains on cemain hybrid
fimancial instruments incheded in unsecured long-term
borrowings, principally due 1o the impact of wider credie
spresds and increases in interest rates, and gains on certain
hybrsd financial imstruments incheded in unsecured short-
term borrowings, principally due to a decrease in global
CQUILY prices,

Transfers into level 3 other financial liabilivies during 2018
primarily reflected transfers of certain hybrid financial
instruments included in unsecured long-term borrowings
from level 2, principally due to reduced transparency of
certain inpuis used to value these instruments as a result of
a lack of market transactions in similar instruments.

Transfers our of level 3 other financial liabilities during
28 pomarily reflected transfers of certain hvbnd
financial instruments included in unsecured long-term and
short-term  borrowings to lkevel 2, principally dee to
increased ransparency of certain volatility and correlation
inputs used to value these instruments.,

Year Ended December 2017. The net realized and
unrealized losses on level 3 other financial habilines of
51.41 billion (reflecting $362 million of net realized losses
and S105 billion of net onrealized losses) for 2007
included losses of 51.20 billion reported in market making,
545 millon reported i other pancipal teansactions and
510 million reported in interest expense in the consolidated
statements of earnings, and losses of $149 million reported
in debt valuation adjpstment in the consolidared statements
of comprehensive ncome.
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The net unrealized losses on level 3 other financial liabilities
for 2M7 primarily reflected losses on certain hybrid
financial instruments included in unsecured long-term and
shon-term borrowings, principally due 1o an merease in
global equity prices and the impact of tighter credit spreads,
and losses on certain hybrid financial instruments included
in deposats, principally due to the impact of an increase in
the market value of the underlying assets.

Transfers into level 3 other financial liabilities during 2017
primarily reflected transfers of certain hybrid financial
instruments incleded m unsecured long-term borrowings
from level 2, principally due 1o reduced transparency of
volatility nputs used to value these instruments.

Transfers out of level 3 other financial liabilities during
2007 prumarly reflected transfers of certain hybeid
fimancial instruments included i unsecured long-term and
shon-term borrowings te level 2, prncipally due to
increased transparency of certain inputs used to value these
instruments as a result of market transactions in similar
instruments, and rransfers of cermain hyvbrid financial
instruments included in deposits to level 2, principally due
1o increased transparency of correlation and volatility
inputs used to value these instruments,

Gains and Losses on Financial Assets and Financial
Liabilities Accounted for at Fair Value Under the
Fair Valus Option

The table below presents the gains and losses recognized in
earnings a8 a result of the firm electing to apply the fair
value option to certain financial assets and financial
liabilities.

o Ended Docerber

£ in rrelSpng Fig L 27 A&
Urisacurind shorfbir m bosdanngs :1.4& ST 8% =7,028)
Unfsurad longtanm baridwaangs b-F 11,360 S84
Other babdibas {68} Frdd {55}
Oither 348 &0 16301
Tatal STBED 3l 580 207,1291
Inthe table above:

+ Gainsilosses) are included in market making and other
principal transactions.

+ Gainsflosses) exclude contractual interest, which is
included in interest income and inerest expense, for all
instruments other than hybeid financial instruments. See
Mote 23 jor funther information about interest meome
and inrerest eXpense.
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v Gainsd losses) included in unsecured short-term and long-
term borrowings were substantially all related to the
embedded derivative component of hybrid financial
instrumenmts for 2008, 2007 and 2016, These gains and
losses would have been recogmized wnder other U5,
GAAP even if the firm had not elected to account for the
entire hybnid financial instroment at fair valve,

« Other primarily consists of gains/(lossesh on customer and
other receivables, deposits and other secured financings.

Excluding the gains and losses on the insrumems
accounted for at fair value under the fair value option
described above, market making and other principal
tramsactions primarily represent gams and loses on
financial instruments owned and financial instruments sold,
bt mot vet purchased.

Loans and Lending Commitments

The table below presents the difference between the
aggregate fair value and the aggregate contractual principal
amount for leans and long-term receivables for which the
fair value oprion was elected.

a6l Daeankae

I &y raliong 2018 2017
Performing koans and long-tarm receivables
Aggregate contractual prncipal in excess of far wiue F185T § 952
Loans on penaccreal status and/or more than 90 days past due
Agggragaty coniractual pneipal in sussas of far velue S5 280 15,785
Aparagata b valug of Baand on ronsscrual Alatus

andiof mand 1han 50 days pasl dush 82010 =204

In the table above, the agorepate comtractual principal
amount of loans on nonaccrual status andfor more than
90 days past due {which excludes loans carried at zero fair
value and considered uncollectible) exceeds the related fair
value primarily becavse the firm regularly purchases loans,
such as distressed loans, at values significantly below the
contractual principal amoums.

The fair value of unfunded lending commitmemts for which
the fair value option was elected was a labiliny of
545 million az of December 2018 and 531 million as of
Decembrer 2017, and the related tonal contractual amoum
of these lending commitments was $7.72 billion as of
Decernber 2018 and 59,94 ballion as of December 2017, See
MNote 18 for further information abour lending
COMTITEL IS,
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Long-Term Dabt Instruments

The difference between the aggregate contractual principal
amount and the relasted fair value of long-term other
secured financings for which the fair value option was
elected was not matenial as of both December 2008 and
Decemnber 2017, The aggregate contractual principal
amount of unsecured long-term borrowings for which the
fair value option was elected exceeded the relared fair value
by 52,38 billion as of Decemnber 2018 and $1.69 billion as
of December 2007. The amounts above include both
principal-  and  nen-principal-protected  long-term
bosrowings.

Impact of Credit Spreads on Loans and Lending
Commitments

The estimated net gain attributable o changes I
instrument-specific credit apreads on loans and lending
commitments for which the fair value option was elected
was S211 million for 2008, 268 millisn for 2007 and
5281 mullion for 2006, The firm generally calculates the faic
value of loans and lending commitments for which the fair
value option 1s elected by discounting future cash flows at a
rate which incorporates the imstrument-specific credit
spreads, For floating-rate loans and lending commitments,
substantially all changes in fair value are attributable o
changes i instrument-specalic ¢redit spreads, whereas for
fixed-rate loans and lending commitmenis, changes in fair
valie are also attribiatable va chamges in interest rates,

Debt Valuation Adjustment

The firm calculates the Fair value of financial Labilities for
which the fair value option is elected by discounting future
cash flows at a rate which meorpocates the firm's credit
spreads.

The table below presents imformation about the net DVA
gainsf{losses) on financial liabilities for which the fair value
aption was elected,

Year Ended Dececrber

% i ralions 2018 37 L)
DA, (pre-tand §3.389 3.7 desd)
DA inat of e 2553 3 BO7T §5a4)

Inn the table abave:

¢ DVA inet of tax) is included in debt valuation adjust ment
in the consolidared statements of comprehensive income.
+ The gainsflosses) reclassified to  camings  from
accumulated  other  comprehensive  loss  upon

extinguishment of such financial liabilities were not
material for 2018, 2017 and 2016,
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MNote 9.
Loans Receivable

Loans receivable consists of loans held for investment that
are accounted for ar amorized cost net of allowance for
foan lesses, Interest on loans receivable is recognized over
the life of the loan and is recorded on an accrual basis.

The table below presents information about loans
receivable.

Aol Dadiirdshi

¥ i milons 2010 a7
Torporats oans £37283 20740
P loans. 17,214 16,551

Commarcil raal eslale kans 11441 raar
Fasidential real astate loans 7.284 6,234

Consumar kans 4536 1812
b koang 3,893 3,263
Total leans racanmbla, gross 81,855 &8 TAE
Allgwsance Far boan losses 11.065} 1203
Total koans recaivable 5$80.590  Soboan

The fair value of loans receivable was $80.74 billion a5 of
December 2018 and 56629 billion as of December 2017,
Had these loans been carried at fair value and included in
the dair  wvalue hierarchy, 540,64  billion as  of
December 2018 and $38.75 hillion as of December 2017
woulkl have been classified in level 2, and 540010 billion as
of December 2018 and 52754 billion as of December 2017
worubd have been classified in level 3.

The following is a description of the captions in the table
above:

« Corporate Loans, Corporate oans includes term loans,
revolving lines of credit, letter of credit facilities and
bridge loans, and are principally used for operating
liquidity and general corporate  purposes, ©or in
connection with acguisitions, Corpoate loans may be
secured or unsecured, depending on the loan purpose, the
risk profile of the borrower and other factors. Loans
receivable related to the firm's relattonship kending
activities are repomed within corpoeate loans.

* Private Wealth Management {PWM)] Loans. PV
loans includes loans extended by the private bank, These
loans are used to finance investments in both financial
andd nonfinancial assets, bridge cash flow timing gaps or
provide hguidity for other needs, Substantially all of such
loans are secured by securities or other assets.

+ Commercial Real Estate Loans. Commercial real estate
loans includes loans extended by the firm thar are directly
or indirectly secured by hotels, retail stores, multifamily
housing  complexes and commercial and  industnal
propertics. Commercial real estate loans also includes
leans purchased by the firm.
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* Residential Real Estate Loans. Residential real estate
loans includes loans extended by the firm 1o clients who
warchouse assets that are directly or indirectly secured by
residential real estate. Residential real estate loans also
includes loans purchased by the firm.

Consumer Loans, Consumer loans represents unsscured
consumer loans originated by the firm.

Other Loans. Other loans primarily includes loans
extended to clients who warchouse assets that are directly
or indirectly secured by consumer loans, including aute
loans and private student loans, Other loans also includes
unsecured consumer loans pnru!mmd.hy the firm.

Lending Commitments

The table below presents information abowr lending
commitments that are held for mvestment and accounted
for on an acerual basis,

Pl o Dol frd

£ &5 rdiong 201% 217
Corpornta 113,484 E1H LY
Cither 7513 5,851
Total §$120.997  doana
Inthe table above:

+ Corporate lending commitments primarily relates to the
firm’s relationship lending activities.

# Other lending commitments prisarily relates wo lending
commitments extendad to clients whe warchouse assets
backed by real estate and other assets and in connection
with commercial real estate financing.

* The carrying value of lending commitments were
liabilities of 5443 rallion (ncluding allowande for losses
of 5286 million} as of December 20018 and 5423 million
{including allowance for losses of $274 million) as of
Drecember 2017,

» The estumated fair value of such lending commitments
were liabilities of $3.78 billion as of December 2018 and
$2.27 bilion as of December 2017, Had these lending
commitments been carried at fair value and included in
the fair walue hierarchy, 5112 billien as of
December 2018 and $772 million as of December 2017
would have been classified in level 2, and $2.66 billion as
of December 20018 and 5150 billion as  of
Drecember 201 7 would have been classified in level 3,
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PCl Loans

Loans receivable mcludes PC1 loans, which represemt
acquired loans or pools of loans with evidence of credit
deterioration subsequent to their erigination anmd where it is
probable, at acquisition, that the firm will not be able to
collect all contractually required pavments. Loans acquired
within the same reporting period, which have at least two
common fisk characteristics, one of which relates to their
credir risk, are eligible 1o be pooled together and considered
a single unit of account. PCI boans are initially recorded at
the acquisition prce and the difference between the
acquisition price and the expected cash flows {accretable
vield) is recognized as interest income over the life of such
loans or pools of loans on an effecive yield method.
Expected cash flows on PCI loans are determined wsing
various inpuis and asumptions, including default rates,
loss  severities, recoveries, amoumt  and timing  of
prepayments and other macroeconomic indicators.

The tables below present information about PCl loans,

m of Dacarrhar

§ in milions Z018 an?
Commearcial real estate losns % BB1  f16
Rassdonial real astate lans 2,457 3,327
Qi kosns 4 10
Tatal grogs carrying value $3,042  EL450
Total outstanding principal balance §557 L0512
Total accretable yield § 459 & ol
Viaar Endisd Dacarrba

£ i relions Fodt] 2017 206
Acquired during the peried

Fair value § 8as 31,768 £2,514
Exppctpd cash Tlows % 937 31081 2,818
Contraciually regquied cash T 51,881 34097 R, 59

In the table above:

+ Fair valoe, expected cash flows and contractually
required cash flows were as of the acquisition date.

+ Expected cash flows represents the cash flows expecred to
be received over the life of the loan or as a result of
liguicarion of the underlying collateral.

+ Contractually required cash flows represents cash flows

required 1o be repaid by the borrower over the hife of the
loan.
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Cradit Quality

Risk Assessment. The firm’s risk assessment process
inchudes evaluating the credit quality of its loans receivable.
For loans recewable {excluding POl and consumer loans)
and lending commitments, the firm performs credit reviews
which inclisde initial and ongoing analyses of its borrowers.
A credit review 5 an independent analysis of the capacity
and willingness of a borrower to meet @5 financial
obligations, resulting in an mternal credit rating. The
determination of internal credit ratings also incorporates
assumptions with respect to the nature of and ouwlook for
the borrower's industry and the economic environment.
The firm also assigns a regulatory nsk rating to such loans
based on the definitions provided by the ULS. federal bank
regulatony agencies,

The firm enters into economic hedges to mitigate credit risk
on certain loans receivabk  and corporate  lencing
commitments (both of which are held for investment)
related to the firm's relanonship lending activities, Such
hedges are accounted for at fair value. See Note 18 for
further information about these lending commitments and
associated hedges.

The table below presents gross loans recervable {(excluding
PCl and comsumer loans of S$7.58 billion as of
December 2018 and 56.37 billion as of December 2017)
and lending commitments by an internally determined
public rating apency equivalent and by repulatory risk
rating.

Lonching
5o reeliong Lewns AT YL Teal
Cradit Rating Equivalent
Ag of Decambar 2018
Investmant-grada §28.290 § 81859  $110.249
MHOn-nvasimen -greds 45, 78S 39,038 B4, 526
Tatal 74,078 $120.997  $195.076
A% of Disopenbest 2017
Investrmant-grede 2419 § 68405 013
on-investmen -grads M 35085
Taial 60,371 F124 504 FI84.E7S
Regulatary Risk Rating
As of Decomber 2018
Non-cribozedipass £70.153 $117.823  §188.0%
Crticised ER 3,074 6,599
Total ST4.078 5120837  5195.076
A% o Dacgeber 2017
Mon-cnbcgedipass LR 720 $110.427 176,147
Criticized A5 SO0 B.728
Tonal 260,371 3124504 S84 875

In the table above, non-criticized/pas loans and lencling
commitments represent loans and lending commitments
that are performing andfor do not demonstrate adverse
charactersstics that are likely to result in a credit loss.
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For conswmer loans, an inportant credit-quality indicator
is the Fair Isaac Corporation (FICO) credit score, which
measures a borrower's creditworthiness by considening
factors such as payment and credit history. FICO credit
scores are refreshed peniodically by the firm to assess the
updated creditwort hiness of the borrower.

The 1able below presents gross consumer loans receivable
and the concentration by refreshed FICO credit score.

& of Dacarrbes
 JE N T g a7
Consumar koans, gross $4536 G100

Refreshed FICO cradit soon

Gigator thin o agual 10 GBD BRY ESE
Less than 60 12% 114
Tatal 100%: 10

For PCI loans, the firm’s risk assessment process includes
reviewing certain key metrics, such as delingquency status,
collateral values, expected cash flows and other risk factors,

Impaired Loans. Loans receivable (excluding PCI loans)
are determined to be impaired when ot is probable that the
firm will not collect all principal and interest due under the
conteactual terms. AU that time, loans are generally placed
on nonaccrual status and all accrued but uncollected
interest is reversed against interest income amnd intesest
subsequently collected is recognized on a cash basis to the
extent the loan balance i deemed collectible, Otherwise, all
cash received is used 1o reduce the owstanding loan
balance. A loan is considersd past due when a principal or
ferest payment has not been made according o s
conteactil terms.

In certain circumstances, the firm may also modify the
original terms of a loan agreement by granting 2 concession
te a borrower expenencing financial difficulty, Such
maodifications are considered troubled debt restructurings
and typreally include mterest rate reductions, payment
extensions, and modification of loan covenanis. Loans
modified in a troubled debt restructuring are considered
impaired and are subject to specific loan-level reserves.

The gross carrving value of impaired loans receivable
(excluding PCL loans) on  ponaccrual  status  was
SE38 million as of December 2018 and 5845 million as of
December 2017, Such loans incheded 527 million as of
December 2018 and 561 milhon as of December 2017 of
corporate loans that were modified in a rroubled debt
restructuring, The fiem id not have any  lending
commitments  related o these loans as of both
December 2018 and December 2017, The ameunt of loans
30 davs or more past due was 5208 million as of
December 2018 and S567 million as of Decermber 2017,
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When it is determined that the firm cannot reasonably
estimate expected cash flows on PCL loans or pools of
loans, such loans are placed on nonaccrual status,

Allowance for Credit Losses
The firms allowance for credit losses conssts of the
allowanee for losses on loans and lending commitments,

The firm's allowance for loan losses consists of specific
loan-level reserves, portfolio level reserves and reserves on
PCI loans, as described below:

» Specific loan-level reserves are determined on loans
{excluding PCI loans) that exhibit credit quality weakness
and are therefore individually evaluated for impairment.

Portfolic  level reserves ane determined on loans
{ex¢cluding PCI loans) not evaluated for specific loan-level
reserves by agoregating groups of loans with similar risk
characteristics and estimating the probable loss imherent
in the portfolio.

Reserves on PCH loans are recorded when it 15 determined
that the expected cash flows, which are reassessed on a
quarterly basis, will be lower than those used to establish
the current effective vield for such loans or pools of loans.
If the expected cash flows are determined 1o be
significantly higher than those used to establish the
current  effective vield, such imdreases  are  nitially
recopnized as a reduction o any previously recorded
allowanees for loan losses and any remaining Inerexses
are recogmized as inferest income prospectively over the
life of the loan or pools of loans as an increase 1o the
effective yield.

The allowanee for loan losses s determined wsing various
risk facters, including industry default and loss data,
current macrocconams indicators, borrower’s capacity Lo
mieet its financial obligations, borrower's country of risk,
lvan sentorty and collateral type, In addition, for loans
backed by real estate, risk factors include loan to value
ratio, debe service ratio and home price index. Risk [acors
for consumer loans nclude FICO credit scores and
delingisency status,

Management's estimate of loan losses entails judgmem
about loan collectabality at the reporting dates, and there
are uncemainties inherent in those judgments. While
management wses the best information  available 1o
determine  this cstimate, future adjustments to the
allowance may be necessary based on, among other things,
changes in the economic environment or variances between
actual resubts and the orginal assumptions used. Loans are
charged off apainst the allowance for loan losses when
deemed to be uncollectible,
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The firm also records an allowance for losses on lending
commitments that are held for investment and accounted
for on an accreal basis. Such allowance is determined using
the same methedology as the allowance for loan losses,
while also taking into consideration the probability of
drrwdowns or funding, and is included in other liabilities.

The table below presents gross loans receivable and lending
commitments by impairment methodology.

£ renligng Somoilin Pomless L] Torsd
As of December 2018

Loans Recaivable

Corparate koans 5358 5 38528 & - & 37283
Fiid boans 45 17173 - 17,819

Commercial real estata koans ] 10,851 581 11,441
Recsdannal roal 6state lans 426 4402 2467 7204

CONSUMMET KEn% - 4,538 - 4,536
Oitkvae hodana - _Sm q 3893
Total 838§ 77776  $3.042 5 B1.656
Lending Commitments

Cosparate $ 31 5113483 % - $1132.484
Cithig# - 7512 - 7512
Tatal 531 §120966 & - 5120937
—

s of Decembar 2017

Loans Receivable

Corporale koans 3377 % 30,372 3% = % 30,748
P loans 163 16,4780 = 16,591
Cosmmercil road estate kosns - GETT 1116

Ressdental real astate baans 231 2676 337

Consumear loans - 191z -

L koans 74 3178 10

1aial 3345 % 61,438 58453

Landing Commitmants

Cosporate 5% $1g50 %

Qthes = 5,851 =

loial 353 3124451 % =

Inithe table above:

+ Gross loans eeceivable and lending commitments, subject
ta specific loan-level reserves, included 5484 mullion as of
December 2018 and 5492 million as of December 2017
of impaired leans and lending commitments, which did
not require a reserve a5 the loan was deemed o be
recoverable,

+ Gross loans receivable deemed impaired and subject to
specific loanslevel reserves as a percentage of total gross
loans receivable was 1.0% as of December 20018 and
1.3% as of Decemnber 2017,
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The table below presents information about the allowance
for credit losses,

Yaar Endad Yoo E ]
Dacembar 2010 Dscarnbe 7017
Loams Landing L Landing
§ in mibons Recsivabls Commitmants Feconebio Comemdments
Changes in the allowance for cradit losses
Bagainireg balaros 3 803 8274 3508 8312
Mal changa-ol (s [3Em - 1203k
Praveisdssn 654 20 574 2}
Akgr {54} {8 {77} i21]
Ending balance 51.066 i 4 803 3174
Allowanes for kosses by impalrment methodology
Specilic g 102 g 32 3119 314
Podtioho B48 283 518 60
B 116 - 165 =
Total 51,086 S8 EETE] 3174
Ini the table above:

= Net charge-offs were primarily related to consumer loans
and commercial real estate PCI lpans for 2008 and
primarily related 1o corporate leans for 2017,

+ The provision for credit losses was primarily relaed 1o
consumer loans and corporate loans for 2008 and
primarily related 1o corporate loans and lending
commitments, and commercial real estate loans for 2017,

+ (hher represents the reduction to the allowance related to
leans and lending commitments transferred 1o held for
sale.

Portfolio level reserves were primarily related 1o corporate
loans and lending commitments, specific loan-level reserves
were substanmally all related 1o corporate loans and
reserves on PCH oans were related to real estate loans,

* Substantially all of the allowance for losses on lending
commitments  was  related 1o corporme  lending
commitments.

= Allowance for loan losses as 3 percentage of total gross
loans receivable was 1.3% as of December 2018 and
1.2% as of December 2017,

Met charge-offs as a percentage of average total gross
lpans receivable were 0.5 % for 2018 and 0.4% for 2017.

Note 10.
Collateralized Agreements and Financings

Collateralized agreements are resale agreememts and
secunties  borrowed,  Collateraliced  financings  are
repuirchase agreements, securities loaned and other secuired
financings. The finm enters into these transactions in order
to, among other things, facilitare client activities, invest
exoss cash, acquire securitics to cover short positions and
finance certain fiem activities.
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Collateralized apreements and financings are presented on a
net-by-counterparty basis when a legal right of sevofi exists,
Interest on collateralized apreements, which is included in
interest income, and collateralized financings, which is
included in interest expense, 1 recopnized over the Life of
the reansaction. See MNote 23 for fusther information abour
inferest income and interest expense,

The 1able below presents the carrving value of resale and
repurchase agreements and securities borrowed and loaned
Lrans1cticns.

¥ in milkong

Fiadake sgioamants
Sacunas bomomead
Rapurchasa sgrecmants
Secunties aned

I the table above:

= Substantially all resale agreements and all repurchase
agreements are carred at fair valoe under the fair value
option. See Note 8 for further information about the
valuation technigques and sigmificant mputs wsed 1o
determine fair value.

Securities barrowed  of 52314 billion  as  of
December 2018 and $78.19 billion as of December 2017,
andl  securntzes  loaned of 5324 hillien as  of
December 2018 and $5.36 billion as of December 2017
were at fair value.

Resale and Repurchass Agreements

A resale agresment 15 a transaction n which the firm
purchases financial instruments from a seller, typically in
exchange for cash, and simultaneously enters o am
agreement to resell the same or substamtially the same
fimancial nstroments 1o the seller a1 a stated poce plus
acerued interest at a future date.

A repurchase agreement is a transaction in which the firm
sells financial instruments to a buver, tvpically in exchange
for <ash, and simultaneously enters inte an agreement to
repurchase the same or substantially the same financial
instruments from the buyer at a stated price plus acerued
interest at a future date.

Even though repurchase and resale agreements {including
“repos-  and  reverses-to-maturity™}  involve the lepal
transfer of ownership of financial instruments, they are
accounted for as financing arrangements because they
require the financial instruments o be repurchased or
resold before or at the maturity of the agreement. The
fimancial imstruments purchased or sold in resale and
repurchase agreements typically include US. government
and ageney, and imvestment-grade sovereign obligations,
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The firm receives financial instruments purchased under
resale agreements and  makes  delivery  of financial
instrumients sold under repurchase agreements. To mitigate
credin exposure, the firm monitors the market valug of these
financial instruments on a daily basis, and delivers or
obtams additional collateral due wo changes in the market
value of the financial instruments, as appropriate. For
resale agreements, the firmvpically requires collateral with
a fair value approximately equal to the carrving value of the
relevant assets in the consolidated statements of financial
condition,

Securities Borrowed and Loaned Transactions

In a securitics borrowed transaction, the firm borrows
securities from a counterparty in exchange for cash or
securitics. When the firm returms the securities, the
counterparty returns the cash or securities. Intercst s
generally paid periodically over the life of the transaction,

In a securities loaned rransaction, the firm lends securities
to a counterparty in exchange for cash or securities. When
the counterparty rerurns the securities, the firm retirms the
cash or secunties posted as collateral, Interest s generally
paridd periodically over the life of the rransaction.

The ficm receives securities borrowed and makes delivery of
securities loaned. To mitipate credit exposure, the firm
moniters the market value of these securities on a daly
basis, and delivers or obtains additional collateral due to
changes in the market value of the securities, as
appropriate. For securities borrowed transactions, the firm
typically requires collateral with a fair value approximately
equal to the carrving value of the securities borrowed
transaction.

Securities  borrowed and loaned within FICC Client
Execution are recorded at fair value under the fair valoe
option. See Mote 8 for further information about securities
borrowed and loaned accounted for at fair valuee.

Securities borcowed and loaned within Securities Services
are recorded based om the amount of cash collateral
advanced or received plus accrued interest. As thess
agreements generally can be terminated on demand, they
exhibit little, if any, sensitivity to changes in interest rates.
Therefore, the camrving valee of swch  agreemems
approximates fair value. As these agreements are not
aceounted for at fair value, they are not mehaded in the
firm's fair value hierarchy in Notes 5 through 8. Had these
agreememts been included in the firm's fair value hierarchy,
they would have been classified in level 2 as of both
December 2018 and December 2017,
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Offsatting Arrangemants

The table below presents the gross and net resale and
repurchase agreements and securities borrowed and loaned
rransactions, and the relawed amount of counterpamy
netting included in the consolidated statements of financial
condition, &5 well as the amounts of counterparmy netting
and cash and securnties collateral not offset in the
consolidated statements of financial condition.

Agnary Ll wd

Resale  Tatunies  Repadchass Secwims
agrasmmnts  Boirowed  agrserdeis o]

3 5 raEons
As of Decambar 2018
Included in consolidated statemants of financial condition

Grosscarmgng el § 246284 § 139556  § 185,749 $ 16079
Countaparty natling {107,028 (4.271) (107026} (4271}

Tatal 138,258 135285 TaTE 1508
Amounts not offset

Counlemparty naelling (5870} (1.104) {SB70) .04
Cofataral {130,707) {127.3400 (70691} (10491}
Total § 2BB1 % G841 & 2162 8 213

A of Dectenbar 2017
Included in consolidated statements of financial condition
Gross camang wvalue 209877 $19578%  $173868 31974

Countedparny malung (50,150 14, 0358 (B0, 1500 4,935
Total 1200827 180848 B 718 14,733
Amounts not offset

Countarmparty nietting G441 [4.412
Colateral [11 (76,755 6,730
Todal 3 2484 3 B30

Inthe table above:

« Submantially all of the gross carrying values of these
arcangements  are  subject to enforceable  netting
agreements.

+ Where the firm has received or posted collateral under
credit suppon agreements, but has not ver determined
such agreements are enforceable, the related collateral has
not been netted.

Amounts not offset includes counterpany netting that
does not meet the critena for netting under U5, GAAP
and the fair value of collateral recgived or posted subject
to enforceable credit suppor agreements.
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Gross Carrying Value of Repurchase Agresments
and Securities Loaned

The table below presents the gross carrying valuee of
repurchase agreements and securities loaned by liss of

collateral pledged.

Fapurchass Sacurden
# i meions BITOBITANT: fomred
As of Decambar 2018
honey 1instruments g 100 3 -
U5 governmient and agancy oblgpaton 60,050 -
Mondl 5 gowenment and agancy abige B4, 443 2,438
3 s bachiad by commercel radg 3 =
Securibes backed by resadantal real astate o -
Corporata dabt secuniies 5,455 195
State snd muencpal obbgations i ] -
Ecquity sasurisgs T A2 13,445
Total §185.749 £16.07%
his of Decambes 2017
srumanls g a7 g =
anad agonty oblgaions B350 =
Meadl & gowemment and sggncy abioaons Taom 2245
Securites backed by commercal real astate 43 -
Securibes bached by resadantal resl astate 3 -
Corporate debl secunties 7,140 1,145
Gk dabit obsgahions BES
Equily sacurilags 12,6573 16, 338
Tevaal 2175868 210,728

The table below presents the gross carrying value of
repurchase agreements and securities loaned by maturiny
date.

As of Decembar 2078

Repuschase  Secinties
5o rellong aghaam el loanad
T AEAL0 rratunly and cwlmighl % B5.TEd % 8,300
T30 cins B2 aBz 4,273
31 - 90 duys 14,538 T
81 dans - 1 wear 17137 2,503
Groater than 1 'year 5,730 ZEF
Tatal 185,745 516,079
Inthe table above:

+ Repurchase agrecments and secorities loaned thar are
repayable prior to maturity at the option of the firm are
reflected at their contractual maturity dates.

* Repurchase agreements and securities loaned that are
redeemable prior to maturity ar the option of the holder
are reflected ar the earliest dates such options become
exercizable.
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Other Secured Financings

In addiion 1o repurchase agreements and securities loaned
transactions, the firm funds certain assets through the use of
other secured financings and pledges financial instruments
and other assets as collateral in these transactions. These
other secured financings consist of:

= Liabilities of consolidared V1Es;

* Transfers of assers accounted for as financings rather than

sales (e.g., collateralized central bank financings, pledged
commodities, bank loans and morgage whole loansh; and

= Chher structured financing arcangements,

Orher secured financangs inclisdes nonrecourse arrangements,
MNonrecourse other secured financings were $8.47 billion as of
Drecember 2018 and 55,31 billion as of Decernber 2017,

The firm has elected wo apply the fair value option 1o
substantizlly all other secured financings because the wse of
fair value eliminates non-economic volatility n earmngs
that would arise from uwsing different measurement
attributes. See Note 8 for further information about other
secured financings that are accounted for at fair value.

Other secured financings that are not recorded at fair value are
recorded based on the amount of cash received plis acersed
interest, which generally approximates fair value. As these
financings are not accounted for ar fair value, they are not
included m the firm's fair value hicrarchy in Notes 5 through
&, Had these financings been included in the firm's fair value
hicrarchy, they would have been primarily classified inlevel 2
as of both December 20008 and Degember 2017,

The table below presemts mformation abrout other secured
financings.

UE Mondls
£ iy g Coellar Dl Teaal
As of Decembar 2018
Cihar sacured linansn gs [shoa-tam)
1T wlies § 3,528 § 6,027 § 9556
A1 amortiped cosd - = =
(Ohar secured financngs (ong-tem)
A1 Tair valua 5.010 2339 11,345
A srnosumad cost 528 - E29

Total ather secured financings £13.087 & 8,388 521,433
Othar secured financings collateralized by:
Financial nsirumants 4 8,960 § 7.550 516510
Cithar sszats § 4107 & 816 § 4923

% o Dhiscimn T

Orthar securad financmn gs [short-termd

W17

A1 fair valea £ 7704 & G5EE §14.560

A1 amnortized cost - £ ] ]
(rhar securad financings (long-term)

at fair o 6778 3,006 8,ms

A1 armoeuned cosl 107 107
Tomal othar sacured financings $14.550 $10.,153 S24.990

(nhar sacured financngs collstenalized by

Financesl mnsiry 17,454 = 9870
ik 2280ty $ 2136 3 37
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In the table above:

* Short-term other secured financings includes financings
maturing within one vear of the financial statement date
and financings that are redeernable within ene year of the
financial staternent date at the option of the halder.

U5, dellar-denommnated  long-term  other  secured
financings at amortized cost had a weighted average
interest rate of 4.02% as of December 2018 and 3.89%
as of December 2017, These rates include the effect of
hedging activities.

Mon-U.5 dollar-denominated short-term other secured
financings at amortized cost had a weighted average
interest rate of 2.61% as of December 2017, This rate
includes the effect of hedging activities,

Total other secured financings included $2.40 billion as
of  December 2008 and $1.35  billion as of
December 2017 eelated to transfers of financial assets
accounted for as financings rather than sales. Such
financings were collateralized by financial assets of
52.41 billion as of December 2018 and $1.57 billion as of
December 2017, both primarily included in financial
instruments owned.

Other secured financings collateralized by financial
instrwments included 512,41 billion as of December 2018
and 51661 billion as of December 2017 of other secured
financings collateralized by Iinancial instruments ownesd,
and incleded $4.10 billion as of December 2018 and
5371 billion as of December 2017 of other secured
financings collateralized by financial instruments received
as collateral and repledged.

The table below presents other secured financings by
maturity,
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Collateral Received and Pledged

Thee ferm receives cash and securities {e.g., U5 government
and apency oblipations, other sovereign and corporate
obligations, as well as equity securities) as collateral,
primarily in connection with resale agreements, securities
borrowed, derivative transactions and customer margin
leans. The firm obtains cash and securities as collateral on
an upfront or contingent basis for derivative instruments
and collateralized agreements to reduce its credin exposure
to individual counterparties.

In many cases, the finm is permitted to deliver or repledge
financial imstruments recemved as collateral when entering
inte  repurchase  agreements  and  secunities  loaned
transactions, primanly in connection with secured cliem
financing activities. The firm s also permitted to deliver or
repledge these financial instraments in connection with
other  secured  financings, collaterabized  derivative
transactions and fiem of customer settlement fequirements.

The firm also pledges certain financial instruments owned
i connection with repurchase agreements, securities loaned
transactions and other secured financings, and other assets
{substantially all real estate and cash) in connection with
other secured financings to counterpanties who may or may
not have the right to deliver or repledge them.

The table below presents financial instrioments at fair value
received as collateral that were available to be delivered or

repledped and were delivered or repledged.

#o of Dcarnbas:
£ i ralions 20e 2n7
Colnternl meadsbla to ba celsared or raplacged E6A1.6516 1783 50s
Colateral thal was defrmred of repledped S565EFE  E000.55E

In the tabbe above, collateral available wo be delivered or
repledged exchades $14.10 billion as of Decernber 20018 and

el S1.52 billion as of December 2017 of ssourities received
i Docamber 2018 under resale agreements and securitics borrowed transactions
THhae i o P T—— I p————— J -
e e Lo $ 9555 that contractually had the right to be delivered or repledged,
w020 4,435 bur were segregated for regulatory and other purposes.
20 127 - . i
2022 2,387 The able below presenis information about assers pledped.
2023 776
034 - thoroalter 3,004 R
Toial other secunsd fnancengs llong-tanmi 11.878 ﬂ
Total other e cured financings 521,472 £ in ity 2010 2017

Farancml mstnymrants camed pladged to countanparties that

It the table above: iad! 1he nghi 5o dever of repladga § SROB § 50035

+ Long-term other secured financings that are repavable
prior o maturity at the option of the firm are reflecred a1
their contractwal maturity dates.

* Long-term other secured financings that are redeemable
prior to maturity at the option of the holder are reflected
at the earhest dates such options become exercisable,

[ et v bl gt d chedevar or rapladige § T3S0 F TaEss
Othad asdals pledged 10 counbidparbes that

Aol ol Folrs 1P gl 1o dalvat of ropladin £ BO¥? 5 L8

The fiem alse segregated securities included in financial
instruments owned of $23.03 billion as of December 2018
and $10.42 billion as of December 2017 for regulatory and
other purposes. See Note 3 for mformatien abow
segregated cash.
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Note 11.

Securitization Activities

The firm secunitizes residential and commercial mortgages,
corporate bonds, loans and other types of financial assets
by selling these assets to securitization vehicles (e.g., trusis,
corporate entities and limited liability companies) or
through a resecuritization. The firm acts as underwriter of
the beneficial interests that are sold to investors. The firm's
residential | modgage  securitizations  arg primarily  in
connection with povernment agency securitizations.

Beneficial interests issued by securitization entities are debe
or equity instruments that give the investors rights to
recerve all or portions of specified cash inflows o a
securatization vehicle and include senior and subordinared
nterests mm principal, interest andfor other cash inflows.
The proceeds from the sale of beneficial interests are used to
pay the transferor for the financial assets sold o the
securitization vehicle or to purchase securities which serve
as collateral.

The fiemn accounts for a securitization as a sabe when it has
relimquished control over the transferred financial assets,
Prior to securitization, the firm generally accounts for assets
pencling transfer at fair value and therefore does not
typically recognize significamt gains or losses upon the
tranmsfer of assets, Net revenues from underwriting activities
are recognized in connection with the sales of the
underdving beneficial inte rests 1o investors,

For reansfers of financial assers that are not accounted for
as sales, the assets remain in financial instruments owned
anil the teansfer s accounted for as a collateralized
financing, with the related interest expense recognized over
the life of the transaction. See Note 10 for further
information about collateralized financings and Noge 23
for further information abour interest expense.

The firm generally receves cash i exchange for the
transferred  assets  bwt may  also  have  continuing
involvement with the transferred financial assets, imcluding
ownership of beneficial interests in securitized financial
assets, primarily in the form of debt instrumems. The firm
may also purchase senior or subordinated securities issued
by securitization vehicles (which are typically VIEs) in
connection with secondary market-making activities.

148 Goldman Sachs 2018 Form 10-K

EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

The primary risks included in beneficial interests and other
interests from the firm's continwing involvermnent with
securitization  vehicles are the performance of the
underlying collateral, the position of the firm’s investment
in the capital structure of the securitization vehick: and the
market vield for the security. These interests primarily are
accounted for at fair value and classified in bevel 2 of the fair
value hierarchy. Beneficial interests and other interests not
accounted for at fair value are carred a1 amounts that
approximeate fair value. See Notes 5 throuzh 8 for further
information abow fair value measurements,

The table below presents the amount of financial assets
securitized and the cash flows received on retained interests
in securitization entities in which the firm had continuing

involvement as of the end of the penod.

o Enchid Diicarrigs
£ in mifons Faa 1] 2m7 v L]
Fasidantial motlgages 21229 316,042 512,164
Commarcisl moigages B.74E 7872 333
Cithedr fnancssd asse1s 1914 431 181

Total financial assels securitized SITBBE 320495 310578
Rutainad interasts cosh flows 4 206 5§ a4 5§ 188

The rtable below presemts  information  abour
noncenselidated securitization entities to which the firm
sold assers and has continuing involvement.

Ouraranding
Pracga! Fatcrsd  Posbomad
F v irnBoiry Arrgen  inansars  Inlaiets

As of Decomber 2018
U5 gonammant sgency-isued
coflytenlized mortgege obligaticns 524506 §$1.758 §29

Orthar ressdarial mortgage-backed 19,560 41 18
Cribaar comimmescasl moigage-backed 16,084 A48 10
Corparato Jobl and o1hor a5al-Pacnd 3N 133 E
Total S62 485 53280 257

Ais of Decemnber 2017
US govetnenent agancy-issuad

codlsteralized morgege obligaticns 320232 1,120 $16
Orihsre recsdarival morigage-tacked 10,653 1 17
Ciibaar crmiriidil foe itk 71,916 118 T
Corponle dabl and olher assal-tacked 2,108 BE
Total FA0.814 §2.115 $41

I the vable above:

* The owstanding principal amount is presented for the
purpose of providing information about the size of the
securitization entities and is not representative of the
furnn's risk of loss,

* The firm's nisk of loss from retained or purchased
interests is limited to the careving value of these interests,
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Purchased interests represent senior and subordinated
interests, purchased in <onnection  with  secondary
market-making activities, in securitization entities in
which the firm also holds retained interess,

Substantially all of the total sutstanding principal amount
and total retained interests relate to secormizations during
20014 and thereafter as of December 2018, and relate to
securgizations  during 2012 and  thereafier as of
December 201 7.

The fair value of retained interests was $3.28 billion as of
Drecember 2018 and $2.13 billion as of December 2017,

In additien to the imterests in the table above, the firm had
other continuing involvement in the form of derivative
rpansactions  and commitments  with CErain
nonconsolidated VIEs. The carrying value of these
derivatives and commitments was a net asset of 575 million
as of December 2018 and $86 million as of
December 2017, and the notional amount of thess
derivatives and commitments was SL09 billion as of
December 2008 and $1.26 billion a5 of December 2017,
The mnotional amounts of these dervatives  and
commitments are included in maximum exposure 1o boss in
the nonconsehdated VIE table in Note 12,

The table below presents information about the weighted
average key economic assumptions used in measuring the
fair value of morrgage-backed retained interesrs.

£l

A ool Daptperboe
£ i roslpng 2078 2017
Fair value of retened inlarasts £3,151 f2.0M
Weahghtad averags ba hraars! 12 &0
Gonstani prepayment rate 11.9% 4%
Iripect o 10% sdvarsa change 5 [2n = na
Iirpast of 3096 SChabfia CRsEnou 5 [B3} 5 155
Dhasdunl mle 4.7% 4 3%
Impact of 10% sdversa chongs & [ 5 138
Impact of 70% sdvwerse changs & 147y 5 ')

Ievthe table above:

Amounts do not reflect the benefit of other financial
instrauments that are hekd to mnigate risks inherent in
these retained interests,

-

Changes in fair value based on an adverse variation in
assumptions generally cannot be extrapolated becanse the
relationship of the change in assumptions to the change in
fair value is not vsually linear,

The impact of a change in a partular assumption is
caboulated independently of changes in any other
asmumption.  In peactice, simultangous  changes  in
assumptions might magnify or counteract the sensitivitics
disclosed above.
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+ The constant prepayvment rate is included only for
positions for which it is a key assumption in the
determination of fair value.

» The discount rate for retaimed interests that relate 1o U5,
government  agency-ssued  collateralized  mortgage
obligations doss not melude any ¢redin loss. Expected
credit loss assumptions are reflected in the discount race
ferr the resmaimder of retained interests.

The firm has other retained interests not reflected in the
table above with a fair valee of $133 million and a
weighted average life of 4.2 vears as of December 2018, and
a fair value of 556 million and a weighted average life of
4.5 vears as of December 200107, Due to the natwre and fair
value of certain of these retained interests, the weighted
average assumpteons for constant prepayvment and discount
rates and the related senstivity to adverse changes are not
meaningful as of both December 20018 and December 2017,
The firm's maximum exposure to adverse changes in the
value of these interests is the carrving value of $§133 million
as of December 2018 and 556 million a2 of
December 2007,

Note 12.
Variable Interest Entities

A variable interest in a VIE 15 an investment (e.g., debt or
cquity} or other interest {eg, derivatives or loans and
lending commtments) thar will absorh pomions of the
VIE’s expeaed losses andlor receive portions of the VIE's
expected resdual returns,

The firm's variable interests in VIEs include senior and
subordinmed debtz loans and lending commitments; limited
and general partnership interests; preferred and common
equity; derivatives that may melwde foreign currency,
equity and'or credit risk: guarantees; and certain of the fees
the firm receives from mvestment funds, Certain imterest
rate, foreign currency and credit derivatives the firm enters
imte with VIEs are not variable interests because they
create, rather than absorb, risk.

VIEs generally hnance the purchase of assets by issumng dels
and equity securities that are either collateralized by or
itdexed vo the assers held by the VIE. The debt and equiry
securities issued by a VIE may include tranches of varying
levels of subordinatson, The firm's involvemem with VIEs
includes securitization of financial assets, as described in
Mote 11, and investnwents i and foans (o other tvpes of
VIEs, as described below. See Mote 11 for further
information aboul securinzation adivitics, including the
definition of beneficial interests, See Mote 3 for the firm's
consolidation pelicies, including the definition of a VIE,
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VIE Consolidation Analysis

The enterprise with a comrolling financial interest in a VIE
it known as the primary beneficiary and consolidates the
VIE. The firm determines whether it is the primary
bencficiary of a VIE by performing an analyse that
principally considers:

+ Which variable interest holder has the power to direct the
activities of the VIE that most signifcantly impac the
VIE's economic performance:

= Which variable imerest holder has the obligation 1o

absorb losses or the rght to receive benefits from the VIE
that could potentially be signifb:.-im to the VIE;

The VIE's purpose and design, imncluding the risks the VIE
was designed o create and pass through o irs variable
interest holders;

= The VIE's capital structure;

* The terms berween the VIE and s variable ingerest
holders and other parties involved with the VIE; and

+ Related-party relationships.

The firm reassesses its evaluation of whether an entity is a
VIE when certain reconsideration events occur, The firm
reassesses 15 determination of whether it = the primary
beneficiary of a VIE on an ongoing basis based on current
facts and circumstances.

VIE Activities

The firm is principally imvolved with VIEs through the
following business activities:

Mortgage-Backed VIEs. The firm sells residential and
commercial mongage leans and securilies 1o mongage-
backed V1Es and may retain beneficial interests in the assets
sold to these VIEs. The finm purchases ansd sells beneficial
interests sswed by mortgape-backed VIEs in connection
with market-making activities. In addition, the firm may
enter into derivatives with certain of these VIEs, pnmanly
interest rate swaps, which are wypically not variable
interests, The firm generally enters into derivatives with
other counterpartics to mitigate s risk.

Real Estate, Credit- and Power-Related and Other
Investing VIEs. The firm purchases equity and debe
securtics issued by and makes loans to VIEs that hold real
estate, performing and nonperforming <debr, distressed
loans, power-related assets and equity securities. The firm
generally does not sell assets 1o, or enter into derivatives
with, these VIEs,
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Corporate Debt and Other Asset-Backed VIEs. The
furmy structures VIEs that sswe notes (o cliemts, purchases
and sells beneficial interests issued by corporate debt and
other asset-backed VIEs in connection with market-making
activities, and makes loans to VIEs that warchouse
corporate debt, Certain of these VIEs synthetically create
the exposure for the beneficial interesis they issue by
entering into credit derivatives with the firm, rather than
purchasing the underlying assets. In addition, the firm may
enter into denvatives, such as total ceturn swaps, with
certain corporate debt and other asset-backed VIEs, under
which the firm pays the VIE a return due to the beneficial
interest holders and receives the return on the collateral
owned by the VIE. The collateral owned by these VIEs &
primarily other asset-backed boans and securities, The frm
generally can be removed as the total return swap
counnterparty  and emters mto  dervatives with other
counterparties to mitigate its sk related to these swaps.
The firm may sell assets to the corporate debt and other
asset-backed VIEs it structures.

Principal-Protected Note VIES. The firm structures VIEs
that ssue principal-protected notes to clients. These VIEs
own porfohos of assets, principally with exposure to hedge
funds. Substantially all of the principal protection on the
notes 1ssued by these VIEs i provided by the asset portiolio
rebalancing that is required under the terms of the notes.
The firin enters nte total return swaps with these VIEs
under which the firm pays the VIE the return due to the
principal-protected note holders and receives the return on
the asscts owned by the VIE. The firm may enter into
derivatives with other counterparties to mitigate s risk,
The firm also obtains funding through these VIEs,

Investments in Funds. The firm makes equity investments
in certain investment fund VIEs it manages and is entitled to
receive fees from these VIEs. The firm generally does not
sell assets to, or enter into derivatives with, these VIEs.

Nenconsolidated VIEs

The table below presents a  summary of the
nonconsolidated VIEs in which the firm helds variable
interesis,

£ o Docaerhonr

§ v sralave 2018 anT
Total nonconsolidated VIEs
Assats in VIES $118.188 237500
Carnying walue of vamable miaresls — assals 9.543 B.4I5
Casrving valua of vamsbie misrests — lisbdibas 478 114
Maximum exposure to boss:

Fotained intoreats 1,280

Furchasid inbangsts SB3

Commumants and guaranisas 2,745

Demmines 8978

Loans ard mastmants 4,728
Total maximum axpesare to oss § 20,711
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In the table above:

* The nature of the firm's vapable mterests can take
different forms, as described in the rows under maximum
exposure 1o loss.

The firm's exposure to the obligations of VIEs is generally
limated 1o ins interests in these entities, In cerain instances,
the firm provides guarantees, including  derivative
guarantess, o VIES or holders of variable imerests in VIEs,

The maximum exposure to loss exchudes the benefit of
offsetting hinancial mstrumems that are held 1o mtigare
the risks associated with these variable interests.

* The maximum exposure to loss from retained mterests,
purchased interests, and loans and investments is the
carrying value of these interests,

-

The maximum exposure 1o loss from commitments and
guarantees, and derivatives is the notional amount, which
does not represent anticipated losses and has not been
reduced by unrealized losses, As a result, the maximuom
exposiure o loss ewmceeds liabilities recorded for
commitments and guarantees, and denvatives.

The table below disaggregares, by principal business
activity, the infermation for nonconsolidated VIEs included
in the summary table above.

M of Dwoarmbar

¥ i milligng il 2017
Mortgagebacked
Azaeas an VIES 71283 555053
Carryng valug of vanable inarests — E481s 4,000 3129
Maximum axposura 1o hess:
Radarwed mionests 3047 i
Purchased ntacests 41 1,057
Commitrnants and gussantaess 36 1
Dol tviss 7 7]

Tolal Faximum sxpoaiss 16166 $ 4200 5 ii%

Foal estate, credit- and power-ralated and other investing

Aszsals n VIEs 18851 1B ER
Carrying walus of vanable infarests — aeseis 3601 3
Carnying valus of wanable infarests — labdites 20 2
PRnRIFTam aR ki o fess:
Cormmulrmanits and guirantees 1543 1617
Dhvisirves Ininss 11 |
Logrs and evastmants 3572 3001
Total maximum sxposurs to loss § L2 T
Corporate debt and other assel-backed
AsSHIE o VIEs $i5842 IG5
Carryng valus of vanable imenesls — gsaets 15683 LR
Carryng waluy of wanable inforests — inbdtos 458 2
Maximum exposurs o loss:
Rataind ntorasts 122 L]
Purchaasd nleeaats a2 105
il Fild B Grubaiiees 1113 LI
D i BTRZ 8.3
Lokt drw] winois 1P 18 EGT B17
Total maximum exposure toloss 10,037 11,080
Invastrmants in hunds
At aE i VIES si0.231 £11,012
Carryng walud of wanable iInferests — sesals 285 et
Maimum ampoaure 1o loss:
Cornrmitroe rits and (et T 54 -]
Dnaarrveg thvss: 3 4
Losgers: aned amveairmanis 2B )
Total maximum sxposurs (o loss 5 a5 £ a7

As of both December 2018 and December 2017, the
carrying valwes of the firm's variable imterests in
nonconsolidated VIEs are imcluded in the consolidated
sraperments of financial condition as follows:
Mortgage-backed: Assets were primarily included in
financial instrwments owned.

Real estate, credit- and power-related and other investing:
Assets were primarily included in financial instruments
owned and labilities were included in  financial
instrumenms sold, bat nor yer purchased and other
liabilitses.

Corporate debt and other asset-backed: Assets were
primarily included in loans receivable and liabilities were
included in financial instruments sold, but not ver
purchased.

Investments in funds Assets were included in financial
instruments owned.

Consolidated VIEs

The rable below presents a summary of the carrving value
and classification of assets and Labilities in consolidated
VIEs.

s of Decamrbar

5 5 e o 2018 am7
Total consolidated VIEs

Assols

Cash and cash equnalants & 84 5 075
Customar and other racanablas 2 ]
Loans reoaivabia 19 27
Finans il instrumants gwndd 2,004 1,194
D 3G 1S 1,261 1,373
Total 53,700 35,171
Lisbilities

Ot sacumed linancangs 1004 51,023
Finarc il natrurndnls 2odd, Bul ol vl perchased 20 15
Unisadunsd % arin B raenngs 45 79
Linsacured longlam bomdwangs 207 135
Cithar hakslitias 1,100 537
Total §2.576 1.8

Inthe table above:

Assets and liabilities are presented ner of intercompany
eliminations and exclude the benefit of offseting financial
imstruments that are held to mitipate the risks associated
wiith the finm's vanable interests,

VIEs in which the firm holds a majonity voting interest are
exchuded if (ib the VIE meets the definition of a business
and (i} the VIE's assets can be used for purposes other
than the settlement of its obligations.

Substantially all assets can only be wsed o scttle
obligations of the VIE,
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The table below disappregates, by principal business
activiry, the information for consolidared VIEs inclhsded in
the summary table above,

In the table above:

= Property, leasehold improvements and equipment is net
of accumulated depreciation and amortization of
59,08 billion as of December 2018 and $8.28 billion as of

ool Daoarhar December 2017, Property, leasehold improvements and
o w0 equipment included $5.57 billion as of December 2018
x:}_\:‘m‘*"m""m and othar investing amd $5.97 billion as of December 20007 that the firm uses
Caeh and ek sk £ m i 0 i connection with its operations, and 5896 rmillien as of
Laans recanab 288 75 December 2018 and $982 million as of December 2017
e Dt e ::3;5 o of foreclosed real esate primarily related 1o PCI loans,
Total - s 341 :-‘:I::I‘t The remainder s held by investment entities, including
Liabiitas WVIEs, consolidated by the firm. Substantially all property
Caher sacued financings & B8 ¢ a7 and equipment & depreciated on a straight-line basis over
Financa! nstrumants sald, but not yet purchasad 20 15 the useful life of the asset. Leaschold improvemenis ane
Cber abibas 1100 o amortized on a straight-line basis over the shorer of the
Total 3176 3 o1 useful life of the improvement or the term of the lease.
:t:i.‘m'hﬂ'd and ather asset-backed Capitalized costs of software developed or obtained for
Custernar and ather recenvablas Y 3 3% 2 internal use are amortized on a steaight-line basis over
Loans receivabie 50 wd three vears,
Fimancsal nstruments owned FA 0] 242
Onhor gstats 3 & « The decrease in  income rtax-related asers from
LC] 5 2685 3 oo December 2017 to December 2018 reflected a decrease in
Liabites o ner current tax receivables, as the ner deferred tax liability
TO::Ir secuted finsncings : :ﬁ i ::, related to ;h.c Tax I.r?sl.uipn repatriation tax _I.'-cc:lmc
—— current and was nerted against current tax receivables,
m; cted notes Se¢ Note 24 for futther information about Tax
Finnrcss @ strumants owened - 8 % o [.tqu.L*l:]nn.
Ti":-!-'-'\ﬁﬂ I = = Miscellaneous receivables and other included  debr
Cithor sacured financings s &8 @ om securities  accounted  for  as  held-to-maturity  of
Unapcungd sharlaanm bommwings 45 78 51.29 billion as of December 2008 and S800 million as of
Unsacured long Lo bormowings 207 35 December 2017, As of December 2018, these securitics
Tatal 3 70 s ™ were primarily backed by residential real estate and had
In the table abave: maturities of greater than ten years. As of December 2017

* The majority of the assets in principal-protected notes VIEs
are intesrcampaiy and are ehminated in consoladation.

+ Creditors and beneficial interest holders of real estate,

credit-related and other investing VIEs, and mongage-
backed and other asset-backed VIEs do not have recourse
v the general credit of the firm.

Note 13,
Other Assets

The table below presents other assets by type.

A of Do bt
F oy el 2018 2017

these securities were backed by residential real estate and
hixd maturiries of greater than ten years, Held-to-maturity
securitics are carried at amortized cost and the carrving
value of these securities approximaved fair value as of
bath December 2018 and December 2017, As these
securities are not accounted for at fair value, they are not
included in the firm's fair value hierarchy in Notes 3
through 8. Had these securities been incleded in the firm's
fair value higrarchy, they would have been primanily
classified in level 2 as of December 2018 and substantially
all would have been classified in kwel 2 as of
December 2017,

Miscellaneous receivables and other included investments
in qualified affordable howsing projects of $653 million as
of December 2008 and 5679 million as  of

Fropocty, leasohold imprawrmants and equipmant $18.317  $15.054 :mber 2017,
Geadeall and santfiabls intangbla sesats £

4 e
Income lax+elutad assals 1,529 :
Miscallanacus recesmblas and othar 6,712 5,
Total S30640 100 a6
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+ Misoellaneows receivables and other included assets
classified as held for sale of 5101 billion as of
December 2018 related to the firm's new European
headguarters in London. During the thied quarter of
2018, the firm entered inte a sale and beaseback
agreement, which closed in Jamuwary 2019, 1o sell this
property for $1.53 billion. The assets were classified as.
held for sale during the fourth quarmer of 2018 when the
constrction of the property was substantially completed.
Substantially all of the sale proceeds in excess of the
carrying value of the property will be recognized over the
life of the lease as a reduction to occupancy expense. In
accordance with ASU Mo, 2016-02, the firm recorded a
right-of-use asser upon the closing of the sale and lease
back agreement in Janwary 2002, See Note 3 for
information about ASU Mo, 2016-02.

» Miscellaneous receivables and other included other assets
classified as held for sale of %365 million as of
December 2018 and 5634 mullion as of December 2017
related to the firm's consolidated investments within iis
Investing & Lending sepment, substantially all of which
consisted of property and equipment.

* Miscellancous receivables and other included equity-
method investments of 5357 million as of December 2018
and 5275 million as of December 2007,

Goodwill and ldantifiable Intangible Assats
Goodwill, The table below presents the carrving value of
goodwill.

s od Dascmnnbar
F oo el 18 27
InvasLmant Banking
neinl Adasoey § @8 % =
Unidarwniing 183 183
Institutional Chent Senices
FECC Chanit Expeubon 263 269
Ecuaimd ¢hanl exscubon 2,403 2,4
Fecunlas snioes 105 105
Invastng & Landing 91 2
Investmant Management 508 BO5
Total §3.758 Sa0En

Goodwill is the cost of acquired companies in excess of the
fair valwe of net asets, including dentifiable intangible
asaets, M the acquisition date.

Goodwill is assessed for impairment annually in the fourth
quarter or more frequently if events occur or circlmsiances
change that indicate an impairment may exist. When
assessing goodwill for impairment, first, qualitatve facors
are assessed to determine whether it is more likely than not
thar the estimared fair value of a reporting unit is less than
its estimated carrving value, If the resulis of the qualitative
assesament are not conclusive, a gquantitative goodwill tes
is performed.
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The quantitative goodwill test compares the estimated fair
value of each reporting unit with its estimared net book
valee (including goodwill and identifiable intanzible
agsets), If the repoming unit’s estimared fair valug excesds
its estimated net book valve, goodwill 15 not impaired. An
impaiement i recognized if the estimated fair value of a
reporting unit is less than its estimated net book value, To
estimate the fair value of each reporting unit, a relative
value technique s wsed because the firm believes market
participants would use this rechnigue to value the firm's
reporting units. The relative wvalue wechnique applies
observable price-to-camings multiples or price-to-book
multiples and projected return on equity of comparable
COMPEtiors to Peporming Units’ net earnings of net book
value. The estimated net book value of each reporting unit
reflects an allocation of total sharcholders' equity and
represents the atimated amount of toal sharcholders”
equity required to support the activitics of the reporting
unit  wunder  curremtly  applicable  repulatory  capital

requirements.,

In the fourth quarter of 2018, the firm assessed goodwill for
impairment for each of its reporting units by performing a
qualitative asessment. Multiple factors were assessed with
respect to cach of the firm™s reporting units to determine
whether it was more hkely than not that the estimated faar
valse of any of these reporting units was less than its
estumated carrving value, The gualitative assessment also
considered changes since the prior quantitative tests.

Thee firm considered the following factors in the qualitative
assessment  performed in the fourth quarter when
evaluating whether it was more likely than wot that the fair
value of a reperting unit was less than its carrying value:

+ Parformance Indicators. During 20018, the firm's net
reventes, dilued earnings per common share, return on
average commen sharcholders’ equity (ROE) and book
valee per common share all increased compared with
217, The firm's operating expenses increased, reflecting
investments in growth and higher client activity. Despite
the ncrease in expenses, the efficiency ratio {1oval
operating expenses divided by total net revenuesh and
pre-tax margin for 2008 remamed stable compared with
2017 and there were no significant negative changes to
the firm's overall <o structure  sinee the  prier
quantitative goodwill tests were performed.

Firm and Industry Events. There were no events, entiry-
specific or otherwise, that would have had a significant
negative impact on the valvation of the firm's repoting
umnits,

+ Macrosconomic Indicators. Since the prior guantitanive
goodwill tests, the firm’s general operating environmsent
improved amad stronger global economic groweh.
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+ Fair Value Indicators. Since the prior quantitative
goodwill tests, fair valee indicmors in the market
improved as global equity prices penerally increasad and
credin spreads generally tightened. For the firm and most
publicly traded participanis in its industry, stock prices
isereased sinece the prior tests. In addition, price-to-book
multiples generally remained greater than 1.0x and
price-to-carnings multiples, while generally lower,
remained relatively solid.

As a result of the qualinative assessment, the firm
determined that it was more likely than not that the
cutimated fair value of each of the reporting units exceeded
its respective carrying valee. Therefore, the firm determined
that goodwill for each reporting unit was not impaired and
that a quantitative goodwill test was not required.

Subsequent to the qualitative assessment, the finm's stock
price declined towards the end of the year. Due 1o the shont
persod of time of this decling and continued favorable
outlook for the firm's performance, the firm determined
thar this was not a triggering event for further Assessment.

Identifiable Intangible Assets. The table below presems
identifiable intangible assers by segment and type.

A Db

5 o o il 7
By Segment
Instmzbcnal Chanl Sannces

F2C Chand Exacution 4 1w i

Equities clant axacutn 7 a3
Iricstandg & Linicng 178 140
Iri g irmspnl hlanigameent 5 108
Tatal 4 34§ G73
e
By E_"gpt

tomer lists

(Groas Chifyng value %1117 39,09
Ascumuylsted amaizalicn a7 ]
el carmnying valua 147 188
Acquired kases and othar
Gross canming valua 636
Aecumubated amoizaion I-IE;DI
Mal carmang walus 177
Tatal gross carrying value 1763 1.5
Tatal accumulated amortization (1.429) I1,

Total net carrying value $ 324 i W

The firm acquired $137 million of intangible assets during
2018, primarily related to acquired leases, with a weighred
average amorization peried of four years, The finm
acquired 5113 million of intangible assets during 2017,
primarily related to acquired leases, with a weighted
average amortization period of five vears.

154 Goldman Sachs 2018 Form 10-K
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Substantially all of the firm"s identifiable intangible assets
are considered 1o have finite useful lives and are amontized
over their estimated useful lives penerally using the straight-
Bimve method,

The tables below present information about amortization
of ilentifiable imangible assets,

ot Enced Do skt

£ in i T
Arnartzabion $152 4180 1167
An ool
F wr sraBey Dacambar P1E
Estimated future amortizatbon
2019 5113
1000 5 56
Fiiry] 5 42
2002 5 32
2073 5 27
Impairments

The firm tests propemy, leaschold improvements and
equipment, identifiable intangible asses and other assers for
impairment whenever events or changes m circumstances
siigeest that an asset’s of asset group’s careving valie may
not be fully recoverable. To the extent the carrving value of
an asset exceeds the projecded undiscounted cash flows
expected to result from the use and eventual disposal of the
asset or asset group, the firm determines the asset is impaired
and records an impairment equal to the difference between
the estimated fair value and the carrving value of the asset or
asset group. In addition, the firm will recognize an
pmpaarment poor 1o the sale of an asset of the carryving valug
of the asset exceeds lis estimated fair value.

Dunng 2008, 2017 and 20016, imparments were not
material to the firm's results of operations or financial

condition.

Note 14.

Deposits

The table below presents the types and sources of deposits,
Caymags s

& v ey Dasrrinred Tirrm Tonal

As of Decombaer 2018

Prevata bank daposis &6z 028 s 2. % 54,329

Crantumer dapadils 27587 TE4 e L=

Brobered carificatas of dapadit = 35.876 35,876

Diapost sweap programs 15.903 - 15.903

Inshiubonal denosds 1 16.510 16,511

Total $95,919 $62.338 $158,257

A% ol Dppgrnbgr 2017

Preeata bank dapasis L0 6TS % 1LEX 3 537

Cansumar daposits 13,787 3550 17117

Brobered carificates of deposit - 36, F0q

Deposn sweap programs 18,018 -

Insbiuticnal daposds 1 17,5681

Total £20.296 58018
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In the table above:
« Substantially all deposits are interest-bearing.

* Savings and demand accounts consist of money market
deposit accounts, negotiable order of withdrawal
accounts and demand deposit accounts that have no
stated maturity or expiration date,

Time deposits  included S21.06  billion a5 of
December 2018 and 522,90 billion as of December 2017
of deposits accounted for ar fair value under the fair value
option, See Note 8 for further information about deposits
accounted for at fair value.

-

Time deposits had a weghted average maturity of
approximately 1.8 vears as of December 2018 and
2.0vears as of December 2017,

Deposit sweep programs represent long-term conteaciual
agreements with several 1.5, broker-dealers whe sweep
client cash o FIMC-insured deposits. As of both
December 2018 and December 2017, the firm had eight
deposit sweep program contractual areangements.

Dreposas isured by the FDIC were 586.27 billion as of
December 2018 and §75.02 billion as of December 2017,
Deposits msured by the UK.'s Financial Services
Compensation  Scheme  were 56035 billion a3 of
December 2018 and $227 mullion as of December 2017,

The table below presents deposits held in U5, and non-11.5.
offices.

-

-

B el Dacnrrbae
£ &5 rdiong 201% 217
U5 oflicas §126444 1001000
Mondli S officas 1,813 27,802
Total §158,257 $135, 604

I the table above, US deposits were held ar Goldman
Sachs Bank USA (G5 Bank USA) and substantially all
non-LL5,  deposias  were  held ot Goldman  Sachs
International Bank (GS1B).

The table below presents maturities of time deposits held in
U5, and non-U.5, offices.

Az of Decembar 2010

§ in millons s, MNan-l).5. Toaal
18,787  §$15.738 § 33,915

T AZ6 341 8,269

5512 4 §.5E2

5142 B3 5228

4,548 57 4,603

X 3.901 BEZ 4.763
Total 45,216 § 1722 § 62,338

As of December 2018, deposits in U5, offices included
$3.78 billion and non-LL5, offices included $17.12 billion
of time deposits in denominations that met or exceeded the
applicable insurance limits, or were otherwise not covered
by insurance.
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The firm’s savings and demand deposits are recorded based
on the amount of cash received plus acerued interest, which
approximates fair value. In addition, the firm designates
certain derivatives as fair value hedges to convert a portion
of 1ts time deposits not accounted for at fair value from
fixed-rate obligations into floating-rate obligations. The
carrying value of time deposits not accounted for ar fair
value approximated fair value as of both December 2018
and December 2017, As these savings and demand deposis
and time deposits are not accounted for at fair value, they
are not included in the firm’s fair value hierarchy in WNoges 5
through 8. Had these deposits been included in the firm's
fair value hierarchy, they would have been classified in
level 2 as of both December 2018 and December 2017.

Note 15.
Short-Term Borrowings

The table below presents information abowt shon-term
borrowings.

Aa ol Dacambae
5w el ﬁ
Oither sacuned Tirancrgs {short-lenm) 4§ 9508 14 806
Unsecyrad sharl-term borrawings 40,502 46,922
Total $E0.067 1510

Se¢ MNote 10 for information abowt other secured
financings.

Unsecured shor-term borrowings includes the portion of
unsecured long-term borrowings matunng within one year
of the financial statement date and unsecured long-term
borrowings that are redeemable within one year of the
financial staement date at the option of the holder.

The firm accounts for certain hybrid financial instruments
ar fair value under the fair value option. See MNote 8 for
further  information  abowt  unsecured  shom-term
borrowings that are accounted for ar fair value. In addition,
the firm designates certain derivatives as fair value hedges
o corvert a portion of its unsecured shom-rerm borrowings
not accounted for at fair value from fixed-rate obliations
inte floating-rate  obligations, The carryving value of
unsecured short-term borrowings that are not recorded at
fair value generally approximates fair value due o the
shor-term nature of the obligations. As these unsecured
short-teem borrowings are not accounted for at fair value,
they are not included in the firm's fair value hierarchy in
Notes 5 throwgh £. Had these borrowings been included in
the fiem's fair value hierarchy, substantially all would have
been classified in level 2 as of both December 2018 and
December 2017,
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The table below presents information about unsecured
short-term borrowings.

it of Dcarrie
2018 7

Curnanl Beaien i kg Baraang s Sm 50,090
Ehyband fary al Fabrurmnants 10808 10 o7%
Cher unsacured short-berm bBomowings 2918 SER5
Total unsecurad shor-term borrewings S40602 §45007
Waighted average interest rate 25T7% 2 28%

Inthe table above:

= The current portion of unsecured long-term borrowings
mcluded 52091 billion as of December 2018 and
%2628 billion as of December 2017 ssued by Group Inc.

+ The weighted average interest rates for these borrowings
melude the effec of hedging activities and exclude
unsecured short-term borrowings accounted for at fair
value under the fair value option. See Note 7 for further
information about hedging activities.

Note 16,
Long-Term Borrowings

The table below presents information about long-term
borrowings.

As of Decarmba

F ity el Fadk 2017
Cahr by g Tindmcings [ mg-100rm 511878 3 OB
Lindascungd kondg-lam bommowmos 224,149 17637
Tatal £235,027 1107 ETD
See Note 10 for information abouwt other secured

limAngings.
The table below presents information about unsecured
long-term borrowings.

W35 Kol 5

£ i rrelSons Dipllar Cucdlar Total
As of Decambar 2078
Fimachrate obiigations
G I % 07354 8324030 5137384
S 2581 2624 E 205
e ohlgplicons
Group Inc 30,565 21,1587 51,722
Subsahanes 23,766 12,082 15,638
Tatal $154,256  $65.B91  5224,143
A% od Dacambes 2017
Fimadrate obligations
Group Inc $101. 781 $35.116
Subsschans ? 344 1,850
29,637
1 18577 125
Total $146.645 $50.0%
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In the table above:

+ Unsecured long-term borcowings consists principally of
senior borrowings, which have maturties extending
through 2067,

Floating-rate  obligations  includes equity-linked and
indexed instruments, Floating interest pates are generally
based on LIBOR or Euro Interbank Offered Rate,

.5 dollar-denominated debt had interest rates ranging
from 2000 to 10.04% (with a weighted average rate of
4,22%}) as of December 2018 and 1.60%5 ro 10.04% (with
a weighted average rate of 4.24%) as of December 2017,
These rates exclude unsecured long-term borrowings
accounted for at fair value under the fair value option.

NonLS, dollar-denomnated debt had mrersst rates
ranging from 0.3 1% to 13.00% (with a weighted average
rate of 2.43%) as of December 2013 amd 0.31% 10
13.00% (with a weighted average rate of 260%) a of
December 2017, These rates exclude unsecurad long-term
borrowings accounted for at fair valee under the fair
value oprion.

The rable below presents unsecured long-term borrowings
by maturity.

Az of Dacambar 2018

£ in milkons Group bne. Swbsidiaries Totad
2030 4§ 22343 § 7028 5 293M
0 028 2.836 22,964
2072 219 2.268 23459
2073 21,566 5306 27872
J074 - tharpalio A78TR 22805 120,483
Total £183.106 541,043 5224745
In the table above:

= Unsecured leng-term borrowings maturing withm one
vear of the financial statement date and unsecured long-
term borrowings that are redeemable within one vear of
the financial statement date at the option of the holder are
excluded as they are included in unsecured shor-term
borrowings.

Unsecured long-term borrowings that are repayable prior
to maturity at the option of the firm are reflected at their
contractual matury dates,

Unsecured long-tesm borrowings that are redeemable
prior to matwrity at the option of the holder are reflected
at the earliest dates such options become exercizable,

Unsecured long-term borrowings included $4.24 billion
of adjustments to the carrying value of certain unsecured
long-term borrewings resulting from the application of
hedge accounting by year of MATUrtY  as follovws:
50 prullion in 2020, 5259 million in 2021, $(69) million
in 2022, 5{36) million in 2023, and $3.99 billion in 2024
and thereafter.

#
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Drurirg 20008, the firm repuschased unsecured short-term and
loneg-term borrowings with a principal amount of 54,10 billion
{carrying value of $4.53 billion} for $4.37 billion and
recognized a net gain of $160 million, of which $112 million
was mchaded in the Institutional Client Services segment and
S48 million was inclwdad in the Investing 8¢ Lending segment.
The firme designates certain derivatives as fair value hoedges
1o convert a portion of fived-rate unsecured bong-term
borrowings not accounted for at fair value into floating-
rate obligations. See Note 7 for further information about
hedging activities.

The table below presents unsecured long-term borrowings,
after giving effect to such hedging activities.

3 in miliong Gooug ine Suterunes Totd
Az of December 2018

Friad-rate obigabons

At fair value 5 - 5§ 2 3§ 8

A&t amortized cost nmn an T4.552
Floating-rate oblgatans

At i walug 16,387 30,165 44 CE5

At armorized cost 55,4498 1518 103,012
Total $183.106 541,043 82724,149
s of December 101

wacdkrats okl

At S value £ £ 3 147 £ 147

Ar amorized cost 6,551 3852 S, B0
Floating-rabe obgatsns

At fair value 18107 20,134 T, 481

AT amarided Sost 35,524 2,832 B3, 2458
Tetal 3190482 $37. 006 £217.687

In the table above, the aggregate amounts of unsecured long-
term borrowings had weighted average interest rates of
3.21% (3.79% related to fixed-rate obligations and 2.79%
related o floating-rate obligations) as of December 2018 and
2.86% (3.67% related to fixed-rate obligations and 2.02%
related to floating-cate obligations] as of December 2017,
These rates exclude unsecured long<erm  borrowings
accounted for at fair value under the fair value option.

As of December 2008 and Decernber 201 7, the carryimg valee
of unsecwured long-term boreowings for which the firm did not
elect the fair value option approximated fair value. As these
borrowings are not accounted for at fair value, they are not
included in the firm's fair value hierarchy in Notes 5 through 8.
Had these borrowings been included i the fienys faie value
hierarchy, substantially all would have been classified in bevel 2
asof both December 2018 and December 2017,

Subordinated Borrowings

Unsecured long-term borrowings includes subordinared
debt and junior subordinated debt. Junior suberdinated
debt is junior in right of pavment to other subordinated
borrowings, which are junier te senior borrowings.
Subordinated debt had matwrities ranging from 2021 o
2045 as of December 20M8 and 2020 1o 2045 as of
December 2017, Subordinated debt that marures within
one vear 15 included in unsecured short-term borrowings,
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The table below presents information about subordinated
borrowings.

Fe Cammyng

55 rralions Arrount Wikl et
Ag of Decamber 2018

Subordinated debt §14.023 515,703 4.08%

Junsct subordinated debt 1.140 1426 399%

Taotal §15,163  §17.128  4.08%
As ol Deaceriber 2017

14,117 316,735 A%

1,188 1.3  137T%

$15,585 517774 EFLED

In the table above:

* The par amount of subordinated debt oed by Group
Inc. was 51402 billion as of December 2018 and
$13.96 billion as of December 20107, and the carryving
value of subordinated debt issued by Group Inc. was
S15.70 billion as of December 2018 and 516,08 billion as
of December 2017,

* The rate s the weighted average interest rate for these
borrowings {excluding borrowings accounted for at fair
valse under the fair value option), including the effect of
fair value hedges vsed to convert fixed-rare obligations
inte floating-rate oblipations. See Note 7 for further
information about hedging activities.

Junior Subordinated Debt

In 2004, Group Inc. issued 5284 billion of junior
subordinated debt to Goldman Sachs Capital 1 (Trust), a
Dielaware statutory trust. The Trust issued $2.75 billion of
guaranteed preferred beneficial interests (Trust Preferred
Securities) to third parties and $85 million of common
beneficial mterests to Group Ine. amd used the proceeds
from the issuances to purchase the junior subordinated debt
from Group Ine. As of December 2018, the sutstandmg par
amount of junior subordinated debt held by the Trust was
5114 bilhon and the owstanding par amount of Trust
Preferred Securitics and common beneficial interests isswed
by the Trust was $1A1 billien and $34.1 million,
respectively.  During 2008, the firm  purchased
£27.8 million (par amount) of Trust Preferred Securities
and delivered these securities, along with S1.0 million of
commen bereficial interests, to the Trst in exchange for a
corresponding par amount of the junior subordinated debt.
Following the exchanges, these Trust Preferred Securities,
commen beneficial interests and junior subordinared deba
were extinguished. As of Decemnber 2017, the outstanding
par amount of junior subordinated debt held by the Trus:
was S1.17 billion and the outstanding par amount of Trust
Preferred Securities and common beneficial interests ssuwed
by the Trust was 5113 billion and $35.1 million,
respectively, The Trust 13 a whollv-owned  finance
subsidiary of the firm for regulatery and legal purposes but
15 not consolidated for accounting purposes,
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The fiem pays interest semi-annually on the junior
subordinated debt ar an annual rate of 6.345% and the
debt matures on February 15, 2034, The covpon rate and
the pavment dates applicable to the beneficial interests are
the same as the interest rate and payment dates for the
juneor subordinated debt. The firm has the right, from time
to tme, to defer pavmemt of interest on the junior
subordinared debr, and therefore cause pavment on the
Trust's preferred beneficial interests o be deferred, i each
case up o ten consecutive semi-annual perods. Dusing any
such deferral period, the firm will not be permitted to,
among other things, pay dividends on or make cerain
repurchases of s common stock, The Trost s mot
permitted to pay any distributions on the common
beneficial mterests held by Group Ing, unless all dividends
payable on the preferred beneficial interests have been paid
in full.

The firm has covenanted in favor of the holders of Group
Inc.’s  6.345%  qumor  suberdinaved  debt  due
February 15, 2034, that, subject to certain exceptions, the
firm will not redeem or purchaze the capnal securities
issued by Goldman Sachs Capital Il and Goldman Sachs
Capntal Il (APEX Truss) or shares of Group Ine's
Perpetual  Non-Cumulative Preferred  Stock, Series E
(Series B Preferred Stockh, Perpetual Non-Cumulative
Preferred Stock, Series F (Scries F Preforred Stock) or
Perpetunal Mon-Cumulative Preferred Stock, Series O, if the
redemption or purchase results in less than 5253 million
aggregate liquidation preference of thar series outstanding,
prior to specified dates in 2022 for a price that exceeds a
maximum amount devermined by reference to the net cash
proceeds that the firm has received from the sabe of
qualifying securities.

The APEX Trusts hold Group Inc.'s Serics E Preferred
Svock amd Series F Preferred Stock. These trusis are
Delaware statutory trusts sponsored by the fiom and
wholly-owned  finance  subsidiaries of the firm for
regulatory and legal purposes but are not consolidated for

ACCOUNTING PUrPOses,
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In the table above:

* The decrease in income tax-related liabilities from
December 2017 to December 2018 reflected a decrease in
the net deferred tax habilny related to the Tax Legislation
repatriation tax, which became current and was netted
against current tax receivables, See Note 24 for further
information about Tax Lepislation.

= The increase in  noncontrolling  ngerests  from
December 2017 to December 2018 primarily reflected a
noncentrolling interest in a consolidated special purpose
acquisition company, which completed nts imtial public
offering during the second quarter of 2018,

Beginning in January 2018, accrued expenses and other
includes  comteact  liabilities,  which  represent
consideration received by the firm, in connection with its
conteacts with clients, prior to providing the service, As of
December 2018, the firm's contract liabilities were not
marerial,

Pote 18,
Commitments, Contingencies and Guarantees

Commitments
The table below presents commaments by type.

A o Db

£ o malbons 2018 207
Commarcia! kanding
invastmani-grada § 8,788 39515
[ B G LR B b ] 61,733 45,791
Warshouse hnandng o G50
Tomal lachng commamanis 137,582
Cantingent and forannd starting colalamiized
agraanmants 54.480
Foreeand swaring collsteralzed financings 16,428
Laftars of onad 445
[P i Sommalmsnts 7.555
ks 4 852
Total commitrments §220.423

The table below presents commnments by expiration.

As of Dovem e 20018
- 22 04 -
£ sl b )] 2 2027 Therealter
Commarcasl knding
Invesimant-grada £13,101 27,859 §39409 § 1,380
Mon-imasimant-grads 4884 11881 26803 B.255
Warahcuse inancang 638 2,143 (4] it ]

Note 17.
Other Liabilities
The table below presents other labilities by type.

As ol Decorbar
5 v ey 2018 0T
Campansatan and basadits 5 6834 £ 6710
Ircere 1aralaodd abiblios 24884 4,051
Moncontralling intenasts 1.568 553
Empiloyes mbarasis n consobdated funds 122 156
Aocned expensss and othar 5213 5,452
Tatal 517607 216,922
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ToRal kercireg Som 18684 41853 S8801 10,244
Contingent and Tonemnd siarting

coflstenlized sgreamants 54,477 - E -

wand starting colistaralmed

5 15429 - - -
Lattars of credi 401 1 3 40
[FOSIMGNT SOMMAmanTs 3587 B1% 1203 1.986
Cnbar 4815 il - -

Total commitrants $37.353 §42,750 556,010 S12.270

490/550

oOoOooodn



THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Motes to Consolidated Financial Statements

Lending Commitmeants

The firm's lending commitments are agreements to lend
with fixed termination dates and depend on the satisfaction
of all contractual conditions o borrowing,  Thes:
commitments are presented net of amounts syndicated to
third partics. The total commitment amount does not
necessarily reflect actual future cash flows becanse the firm
nary sy reclicare all or substantial additional portions of these
commitments, In addition, commitments can expire unused
of be reduced or cancelled at the counterparty’s request.

The table below presenis information about lending
COMIMtments,

A ol Dt
£ i rliong 2018 217
Fiod Tor evpstrmant $120,887 1104500
Hiaid for sak 8,602 8,998
At faw valge 7.983 5,404
Total §1975B2 8140045

Inthe table above:

+ Held for investment lending commitments are accounted
for on an accrual basis, See Nete 9 for further
infermation about such commitments.

* Held for sale knding commitments are accounted for a
the lower of cost or fair valse.

+ Gains or losses related o lending commitments ar fair
value, if any, are generally recorded, net of any fees in
other principal transactions,

« Substantially all lending commitments relates vo the firm's
Investing & Lending segment.

Commercial Lending. The firm's commercial lending
commitments were primarily extended to investment-grade
corporate  borrowers.  Such  commitments  included
£93.99 billion as of December 2018 and 53598 billion as
of December 2017, related to relationship lending activities
{principally vsed for operating and general corporate
purposes) and S27.92 billion as of December 2018 and
542,41 billion as of December 2017, related 1o other
investment  banking activities (generally extended for
contingent acquisition financing and are often intended to
be shor-term in nature, as borrowers often seek to replace
them with other funding sources). The firm also extends
lending commitments in connection with other types of
corporate lending, as well 2z commercial real estate
financing. See Mote 9 for further information about funded
loans.
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Sumitoms Mitsui Financial Group, Inc. (SMFG) provides
the firm with credit foss protection on ¢ertain approved
lpan commitments {primarnly investment-grade commercial
lending commitments). The notional amount of such loan
commitments was $15.52 billion as of December 2018 and
£25.70 billion as of December 2007, The credit loss
profection on loan commitments provided by SMFG s
generally limited o 93% of the first loss the firm realizes on
such commitments, up 1o a maximum of approximately
3950 million. In addiion, subject o the sansfaction of
certain conditions, upon the firm's request, SMFG will
provide protection for 70% of additional losses on such
commitments, up to a maximum of 510 billion, of which
%550 million of protection had been provided as of both
Decemnber 2018 and December 2017, The firm also wses
other financial instruments to matigate credit nsks related to
certain commitments ot covered by SMFG, These
instruments  primarily include credit default swaps that
reference the same or similar underlving instrument or
entity, or credit default swaps that reference a market
inclex.

Warahousa Financing. The firm provides financing to
clients who warehouse financial assets, These arcangements
are secured by the warchoused assets, primarily consisting
of consumer and corporate loans,

Contingent and Forward Starting Collateralized
Agresments / Forward Starting Collateralized
Financings

Forward stating collateralized agreements includes resale
and securities borrowing agreements, and forward staring
collateralized Mnancings mcludes repurchase and secured
lending agreements that settle at a furure dare, generally
within three business dayvs. The firm also emers into
commitments to provide contingent financing to its clients
and coumterpanies through resale agreements, The firm’s
funding of these commitments depends on the satisfaction
of all contractual conditions to the resale agreement and
these commitments can expire unused.

Letters of Credit

The firm has commitments under letters of credit issued by
vanous banks which the firm provides 1o counterparies in
liew of securities or cash to satisfy various collateral and
meargin deposit requirements.

Investment Commitmeants

Investment commitments includes commitments 1o invest in
private equity, real estave and other assets directly and
through funds that the firm raises and manages, Investmem
commitments included 52.42 billion as of December 2018
and 52.0% hllion as of December 2007, related 1o
commitments to invest in funds managed by the firm. If
these commitments are called, they would be funded a
market value on the date of investment.
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Leases

The firm has <ontractual obligations wnder long-term
noncancelable lease apreements for office space expiring on
varsous dates through 2069, Cenain agreements are subject
to periodic escalation provisions for increases in real estate
taxes and other charges.

The table below presents future minimum rental paviments,
et of minimum subleass rentals,

5 in el Dhapmm bar 2018
g &

24 - thahaaiar 1.310

Rent charged to operating expense was 5292 million for
2018, 8273 million for 2017 and $244 million for 2016,

The amounts in the table above do not mclude lease
payments arsing from the sale and leaseback of the firm's
new European headguarters as this agreement closed in
Januvary 20019, See MNote 13 for further information about
the sale and leaseback agreement.

Orperating leases include office space held in exoss of
current requirements. Rent expense relating to space held
for growth is incleded in occupancy expenses. The firm
records a liability, based on the fair value of the remaining
lease rentals reduced by any potential or existing sublease
rentals, for leases where the firm has ceased using the space
and management has concluded that the fiem will not
derve any future economic benefits. Costs to terminate a
lease before the end of s verm are recognized and measured
at fair value on termination. Total occupancy expenses for
space held in excess of the firm®s current requirements and
exit costs related to its office space were not material for
both 2018 and 2017, and were approsamately 568 mullion
for 20016,

Contingencies

Legal Proceedings. See Note 27 for mformation about
legal procecdings, including cemain  morgage-relared
meatters, and agreements the firm has entered into to toll the
starute of limitations.

Caertain Mortgage-Related Contingencies. Dunng the
perrod 2005 through 2008 in connection with both sales
and securitizations of loans, the firm provided loan-level
representations  andlor  assigned  the  loan-level
representations from the pardy from whom the finm
purchased the loans.
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The firm's exposure to claims for repurchase of residential
mortgage  loans  based  on alleged  breaches  of
representations will depend on a number of factors such as
the extent 1o which these claims are made within the sttute
of limitations, taking into consideration the agreements to
toll the statute of limitations the firm entered into with
trustess representing certain trusts, Based upon the large
number of defaules in residential mongages, including those
sold or securitized by the firm, there is a potemtial for
repurchase claims. However, the firm & not in a position to
make a meaningful estimate of that expoesure at this time.

Other Contingencies. In connection with the sale of Metro
International Trade Services (Metro), the firm agreed to
provide indemmities to the buver, which primarily relate 1o
fundamental representateons and warranties, and potential
liabilities for legal or regulatory proceedings arising out of
the conduct of Metros business while the firm owned ir,

In connection with the senbement agreement with the
Residential Mortgage-Backed Securities Working Group of
the U.5. Financial Fraud Enforcement Task Force, the fism
agreed to provide $1.80 billion in consumer relief by
Januaey 2021, As of December 2018, approximately
SL.20 billion of such relief was provided. This relief was
provided in the form of principal forgiveness for
underwater  homeowners  and  distressed  borrowers;
financing for construction, rehabilitation and preservation
of affordable housing: and suppont for debt restructuring,
foreclosure prevention and housing quality improvement
programs, as well s land banks,

Guarantees

The table below presemts derivatives that meet the
definition  of 2  guarantee,  securities  lending
indemnifications and certain other inancial guarantees,

T (b

lemdng firancal

£ in milkors Dorvstves indemnfcalions guaEniors

#s of Decomber 2016

Carrying Value of Net Liability § 4,108 5 - % 18
Maximum Payoul/Notional Amount by Peried of Expiration

5101169 S278E9  $1379

-3 77,455 - 2252

03 17813 o] .02

» therealier 67,613 - 241

S264, 560 S27.868 55893

n

A of Docambear 2017
S

Corming Valus of Mot Lubiity  § 3543 5 - 3 37
Maxirmum Payout/Notional &mount by Peried of Expiration

20E S113. 768 £37.959 3 723
205 - 2010 B4 = 1,615
01 -0k 24,712 = 1,308
10X - tharaaflar 45, 343 - 137
Total 5243135 337,955 33,584

492/550

oOoOooodn



THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES
Motes to Consolidated Financial Statements

In the table above:

* The maximum payout is based on the notional amount of
the contract and does not represent anticipated losses,

» Amounts exclude certain commitments 1o ssue standby
letters of credit that are included in lkending commitments.
See the tables in “Commitneems™ above for a summary of
the firm's commitments.

* The carrving value for denvanves mchsded derivarive
assets of $14% billlon as of December 2008 and
5$1.33 bilhen as of December 2017, and derivative
liabilities of $5.59 billion as of December 2018 and
$5.17 ballion as of December 2017,

Derivative Guarantees. The firm enters into various
derwvatives that meet the definition of a guarantee under
U5, GAAP, including written equity and commadity put
OpLoNS, WriElen currency contracts and nterest rate caps,
floors and swaptions. These derivatives are risk managed
rogether with derivarives that do net meet the definition of
a guarantee, and therefore the amounts in the table above
do not reflect the firm's overall risk relaved 1o derivarive
activities. Disclosures about derivatives are not required if
they may be cash settled and the firm has no basis 1o
conclude it & probable that the counterpartics held the
underlving instruments at inception of the contract. The
firm has concluded that these conditions have been met for
certain large, intermationally  active  commercial and
investment  bank  counterparties, cemtral  clearing
counterpartees.  and  certain other  counterpartaes.
Accordingly, the firm has not inchsded such contracts in the
table above. In addition, during 2018, the firm concluded
that these conditions have also been met for hedge fund
counterparties and, therefore, has not included contracts
with these counterpartics in the table above, Prior periods
have been conformed to the current presentation. See
Moge 7 for information about credit derivatives thar meet
the definition of a guarantee, which are not included in the
table above.

Drerivarives are accounted for at fair value and therefore the
carrying value = consadered the best indication of payment/
performance risk for individual contracts. However, the
carrying values in the table above exclude the effect of
counterparty and cash collateral netting.
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Securities Lending Indemnifications. The fim, in s
capacity as an ageney lensler, mdemmifies mwost of as
securities lending customers against losses incurred in the
event that borrowers do mot retucn securities and the
collateral held s insufficient to cover the market value of
the securities borrowed. Collateral held by the lenders in
connection with securities lending indemnifications was
£28.75 billion as of December 2018 and $39.03 billion as
of December 2017, Because the contractual nature of these
arrangements requires the firm to obtain collateral with a
market value that exceeds the value of the securities kent 1o
the borrower, there is minimal performance risk associated
with these guarantess,

Other Financial Guarantees. In the ordinary course of
business, the firm provides other financial guarantees of the
oblipations of third paries {eg. standby letters of credit
and other guarantess to emable <lienss to  complete
transactions  and  fund-related  guaramtees).  These
guaraniees represemt obligations o make pavments to
beneficiaries if the guaranteed pany fails o fulfill s
obligation under a contractual arrangement with that
beneficiary.

Guarantees of Securities lssued by Trusts. The firm has
established trusts, including Goldman Sachs Capital I, the
APEX Trusts and other entities for the limited purpose of
issuing securities to third parmies, lending the proceeds to
the firm and entering into contractual arcangements with
the firm and third parties related o this purpose. The firm
dees not consolilate these entities. See Note 16 for further
infermation about the transactions invelving Goldman
Sachs Capital | andthe APEX Trusts,

The firm effectively provides for the full and unconditional
puarantee of the securities issued by these entitics, Tumely
payment by the firm of amounts due to these entities under
the guarantee, borrowing, preferred stock and related
contractual  arrangements will be  sufficient to cover
payments due onthe securities issued by these entities,

Management  believes that it s unlikely that amy
circumstanees will sccur, such as nonperfofmance an the
part of paying agents or other service providers, that would
make it necessary for the firm to make payments related to
these enrities other than those required under the terms of
the guarantee, borrowing, preferred stock and related
contractual arrangements and in connection with cerain
expenses ncurredd by these entities.

Indemnities and Guarantees of Service Providers. In
the ordinary course of business, the firm indemnifies and
guarantees certain service providers, such as clearing and
custody  apents, trestess  and  adminsteators, against
specified potential losses in connection with their acting as
an agent of, or providing services to, the firm or is
affiliates.
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The firm may also be liable to some clients or other parties
for losses arising from its custodial role or caused by acts or
omissions of third-party service providers, including
sub-custodians and third-party brokers. In certain cases, the
firm has the right to seck indemnification from these third-
pany service providers for certain relevant losses incurred
by the firm. In addition, the firm 1= a member of payment,
clearing and settlement networks, as well as securities
exchanges around the world that may require the firm o
meet the obligations of such networks and exchanges in the
event of member defaults and other loss scenarios,

In conmection with the firm’s prime brokerage and clearing
businesses, the firm agrees to clear and settle on behalf of its
clients the transactions entered o by them with other
brokerage firms. The firm's obligations in respect of such
rransactions are secured by the assets in the client's account,
as well as any proceeds received from the transactions
cleared and settled by the fiem on behalf of the client. [n
connection with joimt venture investments, the fiom may
msue loan guaraniees under which it may be liable in the
event of frawd, misappropnation, environmental labilities
and certain other matters involving the borrower.

The firm is unable to develop an estimate of the maximum
pavout under these guarantees and indemmifications.
However, management believes that it s unlikely the firm
will have to make any material payments under these
arrangements, and no material liabilities related to these
guarantees and indemnifications have been recognized in
the consolidated statements of financial condition as of
both December 2018 and December 2017,

Other Representations, Warranties and
Indemnifications, The firm provides representations and
warranties (o counterparties in connection with a variety of
commercial transactions and occasionally indemnifies them
agamst potential losses caused by the breach of those
representations and warsanties. The firm may also provide
indemnifications predecting against changes in or adverse
application of cermain LLS. tax laws in connection with
ordinary-=course transactions such as securities issuances,
borrowings or derivatives.

In addition, the firm may provide imdemnifications to some
counterpanties to protect them in the event additional taxes
are owed or payments are withheld, due either 1o a change
in or an adverse application of certain non-L.S. tax laws.

162 Goldman Sachs 2018 Form 10-K
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These indemmifications generally are standard contractual
terms amdd are entered into in the ordinary course of
business, Generally, there are no stated or notional
amounts inchaded in these indemmnifications, and the
contingencies triggenng the obligation to indemnify are not
expected to oocur. The fiem s unable to develop an estimarne
of the maximum pavout under these guaraniees and
indemnifications. However, management believes that it is
unlikely the firm will have to make any material pavments
under these areangements, and no material liabilities relared
te these arcangemems have been recognized in the
comsolidated statements of financial condition as of both
December 2018 and December 2017,

Guarantess of Subsidiaries. Group Inc. fullv and
unconditionally guarantees the securmics issued by G3
Finance Corp., a wholly-owned finance subsidiary of the
firm. Group Inc, has guaranteed the payment obligations of
Goldman Sachs & Co. LLC (GS&Co.) and GS Bank USA,
subject to cortam exceplions.

Group Ine., guarantess many of the obligations of its other
consolidated subsidiaries on a transaction-by-transaction
basis, as negotiated with counterparties. Group Ine. s
unable te develop an estimate of the maximum pavout
under its subsidiary guarantees; however, because these
obligations  are  ako  obligations of consolidated
subsicdiaries, Geoup Inc.’s laabilities as guarantor are not

separately disclosed.

Mote 19,
Shareholders’ Equity

Common Equity

As of both December 2018 and December 2017, the firm
had 4.00 billion authorized shares of common stock and
200 million authonzed shares of nonvoting commaon stock,
each with a par value of $0.01 per share.

The firm's share repurchase program is intended to help
maintain the appropriate kevel of commen eguity, The
share repurchase program i effected primarily through
regular  open-market  purchases  (which may  include
repurchase plans designed to comply with Rule 10b3-1},
the amounts and timing of which are determined primarily
by the firm's current and projected capital position, and
capital deployment opponunities, bat which may also be
influenced by general market conditions and the prevailing
price and rrading volumes of the firm's common stock.
Prior 1o repurchasing commeon stack, the finm must receive
confirmation that the FRE does not object to such capital
action,
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The table below presents the amount of common stock
repuars hased under the share repurchase program.

Vit Erudiad Dasonirbar
e nilons, Swcepd par shane smaounts i T 2016
Comimon Ahan fepechases 135 a0 e
Avidads cost por share $238.22 523187 $eEen
Tetal costof common shars rapurchases § 3.204 5 6721 3 6080

Pursuant to the terms of certain share-based compensation
plans, employees may remit shares to the firm or the firm
may cancel share-baged awards 1o sarisfy  starutory
emplovee tax withholding requirements and the exercise
price of stock options. Under these plans, 1,120 shares in
2018, 12,163 shares in 2017, and 49,374 shares in 2016
were remitted with a total valee of $0.3 million in 2018,
53 million in 2017 and 57 million in 2016, and the firm
cancelled 5.0 million share-based awards in 2018,
1.7 million in 2007 and 116 million in 2006 with a total
value of $1.24 billion in 2018, $3.03 billion in 2017 and
£2,03 billion in 2016,

The table below presents commeon stock  dividends
declared.

Yat Erclad Dacnrrar
in T 206
Divdands declwed percommon share & 315 5 290 § 180

On January 15, 2019, the Board of Directors of Geoup Inc.
(Board) declared a dividend of S0.80 per comumon share to
be paid on March 28, 2019 to common sharcholders of
record on February 28, 2019,

Praferred Equity
The tables below present information about the perpetoal

preferred  stock  issued  and  owstanding  as  of
December 2018,

Shares Shasas Sharas Depositary Shares
Baries  Aathorized lssusd  Outsianding Pae Shara
& 50000 50,000 29,99 1,000
B 50,000 6,000 F000 1,000
c 75,000 8,000 B.000 1,000
o EQ000 54000 53000 1,000
E 17500 7887 7857 e
F £, 000 1,618 1515 e
] 45000 40,000 20,000 1,000
3 32,200 78,000 26,000 1,000
i 57000 52,000 52000 75
M B0.000 80,000 B0.000 75
M 1,080 17,000 27,000 1,000
Q MWO00 16,000 28,000 5
P 5,000 60,000 60,000 5
Total 540,750 420,382 420,260

Liquidation Viabas
Frafacenca

Series Earlisat Redem ption Dats 15 e resienug)
& Cuffently redesmabile g 1000 £ TR0
B Cunenily redeamable £ 1000 150
c Curnanily redesmabile § I5,000 200
b vily redesmable £ 15,000 1,360
E nily reckeam able 700,000 76T
F Wy ripchispimiabrbg 100,000 181
E By 10, 2033 15000 1,000
K Bay 10, 2024 £ 15000 00
L May 10, 205 § 35,000 1.300
M Py 10, 2000 3 75,000 2000
M By 10, 2021 £ 75,000 675
Q Mowgrnber 10, 2028 £ 25,000 s50
P Movernbes 10, 2032 § I5.000 1.500
Tatal 511,203
In the tables above:

All shares have a par value of S0.01 per share and, where
applicable, each share s represented by the specified
number of depositary shares,

The carliest redemption date represents the date onwhich
each share of non-cumulative Preferred Stock s
redecmable at the finm's option.

-

Prior to redeeming preferred stock, the fimm must receive
confirmation that the FRE does not object to such action.

The redemption price per share for Series A through F
Preferred Stock is the liquidarion preference plus declared
and unpaid dividends, The redemption price per share for
Series | through P Preferred Stock is the liguidation
preference plus accrued and unpaid dividends, Each share
of non-cumulative Series E and Series F Preferred Stock
issued and oustanding is redeemable ar the firm®s option,
subject to certain covenant restfictions governing the
firm's abilty to redesm the preferred stock without
issuing comman stock or other instruments with equiry-
like charactenstics, See Mote 16 for mformation about the
replacement capital covenanis applicable to the Series E

and Series F Preferred Stock.

All series of preferred stock are pari passu and have a
preference over the finm's commen stock on liguidation,

The firm's abality vo declare or pay dividends on, or
purchase, redeem or otherwise acquire, its commeon stock
is suilrect 1o certain festrictions i the evemt that the firm
fails to pay or set aside full dividends on the preferred
swock for the latest completed dividend period.

In 2018, the firm redeemed 26,000 shares of its outstanding
Series B 6.20% Non-Cumulative Preferred Stock (Series B
Preferred Stock) with a redemption value of 5630 million
(525,000 per share). The difference berween  the
reddemption value of the Serwes B Preferred Stock and the net
careying value at the time of redemption was 515 million,
which was recorded as an addition to preferred stock
dividends in 2018,
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In 2017, the firm redeemed the 34,000 shares of Senes |
5,95% Non-Cumulative Preferred Stock (Series | Preferred
Stock) for the stated redemption price of 5850 million
(825,000 per share), plus accrued and unpaid dividends.
The difference between the redemption value of the Series |
Preferred Stock and the net carrving value ar the time of
redemption was 514 million, which was recorded as an
addition to preferred stock dividends in 2017.

I 2016, the firm delivered a par amount of $1.32 billion
(fair value of $1.04 billion) of APEX 1o the APEX Trusts in
exchange for 9,833 shares of Series E Preferred Stock and
3,385 shares of Series F Preferred Stock for a total
redemption value of 51.32 billion {net carrying value of
$1.31 billion). Following the exchange, these shares of
Senies E and Series F Preferred Stock were cancelled. The
difference between the fair value of the APEX and the net
carrving value of the preferred stock at the time of
cancellation was 5266 million, which was recorded a5 a
reduction o preferred stock dividends i 20H6,

The table below presents the dividend rares of perpetual
preferred stock as of December 2018,

Senes Par finnum Dividend Rate
A Imenth LIBOR & 0 7E%, with Boor of 3 TE%, payab o cusrtedy
-] 15 2% pvil b GEE

L 3 rmonith L @fJF! & 0 TE%, wath Boor of 4 00%., pavab ko guartery
&l Imenth LIBOR « 08T%, with fcor of 4 009%., payable cusrtedy
E 3 rmaznthn LWS'Q"H #+ 077 %, W ol 4 V% paval e Guartarly
[ F sty LIBOR + 0.77%. wath Boor of 4 00%. payab kb aearery
% B0% o, but eschudng, May 10, 2033

A ranth LIBOR + 364 % 1hasaafler, payab b gueirterly
B ATE% 10, but echutng May 10, 2024,

3 rranih LIBOR + 3 B5% thaveafier, pavabla guariery
| B T0%, payihlo sermeaaruslly, fiofm sduncs dste 1o, but eocchudeng,
- Moy V0 2008, 3 month LIBOR + 3684 %. pavebke guanany. thersatier
& 3Te %, payabbs sormeannunlly, from esunos dats 1o, but aaciuding,

Bdary 10, 2020, 3 month LIBOR « 3922%. perable guanedy, 1haneatier

N 3. povatile GrEarl
£:30%, povabin serantunly, Born esuancs dote o bt eochring
Mlorsarrbr 10, 2008, 3 roondt RO + 3 B34%, ponvable gusclery, Tanaclier
B, poyebls Servirutaily, B dduanog G i, bul eochadng
vl 10, 2022 3 rondh LIBOR + 2 7%, pavable quariery, Tansaiiar

In the table above, dividends on each series of preferred
stock are pavable in arrears for the periods specified.
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The table below presents preferred stock dividends declared.

Voar Ended Dacerrbar

2018 M7 g

per Sim [ Lin pesr fin
Series share milkons share  mulions share  malkons
A § 95813 §M 5 S0 R 2R 5 SR3I1Z O3 1R
B £1,550.00 18 51,850.00 5 $188000 2}
C $.0E2.23 B 31.01380 & FL0IESE ]
G $.022. 70 B 3101380 56 F101668 65
E S4.0TI. T i I 540806 6B EQ
F 0T TR 7 & 065 & 13
1 % - - &1 B1
| 5137500 55 1§ 55 &5
K $1.550.76 45 ih a5
L $1.426 00 ™ T4 4
LY} £1,341.76 107 hlek) 10T
K $1.5T5.00 43 42 m
[ $1.225.00 a4 k4 i
P 12815 Frs - -
Total Shid 587 57T

In the table above, the total prefersed dividend amounts for
Series E and Serics F Preferred $tock for 2016 include
prorated dividends of S866.67 per share related 10 4,861
shares of Serics E Preferred Stock and 1,639 shares of
Series F Preferred Stock, which were cancelled during 2016,

On Januvary 7, 2019, Group Inc. declared dividends of
§234.38 per share of Series A Preferred Stock, SI87.50 per
share of 3eres B Preferred Stock, 52350000 per share of
Series C Preferred Stock, S250000 per share of Series [
Preferred Stock, 5343.75 per share of 5eries | Preferred
Stock, S398.44 per share of Series K Prefersed Stock and
5393.75 per share of Series W Preferred Stock to be paid on
February 11, 201% to preferred sharcholders of record on
January 27, 2019, In addion, the firm declarsd dividends
of 387778 per cach share of Serics E Preferred Stock and
Series F Preferred Stock, 1o be pad on March 1, 2019 10
preferred sharcholders of record on February 14, 2019,

Accumulated Other Comprehensive Income/{Loss)
The table below presents changes i the accumulated other
comprehensive incomef{loss), net of tax, by type.

ke
O
ool
Bagnning adpetmants.  Endeg
3 in milions baksnce et of tax balance
Yoar Endod Daconmibe 2008
Ciamancy franskon & [625) 5 4 5 (BRI}
Dbt wafustion sdjustman (1,046 2551 1507
Pargon and postrateeman kibdibas [Fai 1] 119 {B1)
Pvpablofor-sale secumies 1] [ALir] 112
Total 1 BB £2571 & 633
Yanr Ercded Dacambar 2087
Cipmency Transitan 5 En F 2 §F EW
Dot wadumfion adjustirmant i ] BT 01,048
Pargion and postrafmament Rabditss 2300 e ] i)
Fvafable-for-sae sacunims = Bi &
Teaal £11,218 § I054]  $01 880
Yaar Eried Decambar 2096
Cistishicy 1raidiated £ ®man g 0 £ 4T
Dabt waluation sdjustmant 305 1544} 235
Parsn and postroteamant habdies 21l 354} B3
Tetal FRED 3l 01218
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MNaote 20,
Regulation and Capital Adequacy

The FRB is the primary regulator of Group Inc., a bank
holding company (BHC) under the U5, Bank Holding
Company Act of 1956 and a financial holding company
under amendments to this Ac. As a BHC, the firm is
subject 1o consolidated regulatory capital requirements
which are caleulated in accordance with the regulations of
the FRE (Capital Framework),

The capital requirements are expressed as nisk-based capital
and leverage ratios that compare measures of regulatory
capital o risk-werphted assets (RWAs), average assers and
off-balance-sheet exposures, Faillure to comply with these
capital regquirements could result i restrictions  being
impased by the firm's regulators and could limit the firm's
ability to distribute capital, including share repurchases and
dividend pavments, and to make centain discretionary
compensation pavments. The firm's capital levels are also
subject to qualitative judgments by the regulators abowm
components of capital, risk weightings and other factors.
Furthermare, cartain of the finm’s subsidiaries are subject 1o
separate regulations and capital requirements.

Capital Framework

The regulations under the Capital Framework are largely
based on the Basel Commuttee on Banking Supervision's
{Basel Comminee) capital framework for strengthening
mternational  capital  standards  (Basel HI) and  also
implement cenain provisions of the Dodd-Frank Act.
Under the Capital Frameweork, the firm is an “Advanced
approach™ banking organization and has been designated
a% a global systemecally impornant bank (G-SIB).

The Capital Framework includes risk-based capital buffers
which began to phase in ratably en Janvary 1, 2016, and
became fully effective on January 1, 20019, The risk-based
capital buffers include the capital conservation buifer,
G-SIB buffer and countercyclical capital buffer, if any, all of
which must consist entirely of capital that qualifies as
Common Equity Tier 1 (CET1). The G-5IE buffer is an
extension of the capatal conservation buffer, s updared
annually based on financial data from the prior vear and is
generally  applicable for  the  following vear. The
countercyclical capital buffer is also an extension of the
capital conservation buffer and s intended 1o coumteract
systemic vulnerabilitics. The Capital Framework also
requires deductions from regulatory capital that phased in
ratably per vear from 2014 to 2018, In addition, junior
subordinated debt issued to trusts will be fully phased out
of regulatory capital by 2022,
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The firm calculates its CET1, Tier 1 capinal and Total
capital ratios in accordance with (i) the Standardized
approach and market risk rules set om in the Capital
Framework (together, the Standardized Capital Rules) and
{i1} the Advanced approach and market risk rules set out in
the Capital Framework (together, the Basel 11l Advanced
Rulesh, The lowser of each risk-hased capital ratio caloulated
im (5) and (i) is the ratio against which the firm's compliance
with it rmanimum risk-based ratio requirements is assessed,
Under the Capital Framework, the firm is also subject te
Taer 1 leverage requirements ¢stablished by the FRB. The
Capital Framework also introduced a supplementary
leverage ratw  {SLR} which  became  effective  on
January 1, 2018,

Consolidated Regulatory Risk-Based Capital and
Leverage Ratios

The table below presemts the minimum risk-based capital
and leverage ratios.

Aol Decombar
208 a7
Risk-based capital ratios
CETY ratin BI% TO0%
ThE T Saprial rag 9.8% B5%
Towl capital 11,8% 10 5%
Lavarage ratios
T 1 Wvsbraga rald 4.0% 40%
SLA B0 M

The table below presents information abowt the risk-based
capatal ratios,

Brasad 1l
5w revSeen Standad oed Audeprand
As of Decambar 20718

CET § T3NE 5§ TLE
Tiar 1 capital 5§ 83702 5 8302
T 2 capital 5 14526 § 13,743
Total cagital 5 98E28 5§ 97445
VAL $E47,010 8568111
CET rato 13.3% 13.9%
Tier 1 capilal ratic 15.5% 15.0%
Tolal capital ratio 18.0% 17.5%
Az of Dacambar 2017

CET 3 87110 ¥ &7.110
Tier 1 capilal 3 N £ Ran
Tiar 2 capital 14597 $ 1588
Total cagutsl 3 90308 82730
FVVES 2585611 2H17,646
CETY ratn 121% 100%
Tua 1 eapial rans 141% 12 7%
Tota! capilal ntic 16 8% 145%

Goldman Sachs 2018 Form 10K 165

497/550

oOoOooodn



EDINETOOOO
O00DOo0ooOo0ooo00oo0OooOO(Eossss)
oOoOooodn

THE GOLDMAN SACHS GROUP, INC. AND SUBSIDIARIES

Motes to Consolidated Financial Statements

The table below presents information about the leverage
ratios,

For Tha Thosd B oot B
Enchisdd a g of Deistarnin

£ iy b 2018 xnT
Tier 1 capital § @302 & oo
Avarega lolal assals 45,561

Diadisztaons. feomm Toar 1 capitsl 14,754}

Avgrige 1 folal asadis 241,207
CAf-balance-shaal arposunas 401,695

Total Bevarage exposura 51,342,506

Toer 1 leve rage ratio B.9%

SLR B.2%

In the tables above:

Each of the risk-based capital ratios calenlated in
accordance with the Basel I Advanced Rules was lower
than that calculated in accordance with the Standardized
Capatal Rulex and therefore the Basel I Advanced ratios
were the ratios that applied o the firm a5 of both
Decembser 2018 and December 20017,

Effective January 2018, the firm became subject to CET1
ratios <alculated on a folly phased-in basis, As of
December 2017, the firm's CET1 ratios calculated in
accordance with the Standardized Capital Rules and
Basel [ Advanced Rules on a fully phased-in basis were

0.2 percentage points lower than en a transitional bass,

Beginning in the fourth quarter of 2008, the firm’s defaul
experience was incorporated inte the determunation of
probability of default for the calculation of Basel W
Advanced RWAs, The mpact of this change was an
increase in the firm’s Basel Il Advanced CET ratio of
approximarely (L8 percentage points.

« The minimum risk-based  capital  ratios  as  of
Decernber 20018 reflect (1) the 75% phase-in of the capital
conservation baffer of 2.5%, {ii} the 75% phase-in of the
G=SIB budfer of 2.5%, and (i} the countercyclical capizal
buffer, which the FRE has set to zero.

The minimum risk-based capital ratios as  of
December 27 eeflect (i) the 50% phase-in of the capital
conservation buffer of 2.5%, {ii} the 30% phase-in of the
G-518 buffer of 2.5%, and (i) the countercyclical capital
buffer, which the FRB has set to zero.

+ The munimum SLR as of December 2018 reflects the 2%
buffer applicable 1o G-5IBs.

Tier 1 capital and deductions feom Tier 1 capital are
calculated on a transitional basis as of December 2017,
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» Averape total assets represents the daily average assets for
the quarter,

* (Mi-balance-sheet exposures represents the monthly
average and consists of derivatives, securities financing
IrANSICLIoNS, commitments and guarantees.

= Teer 1 leverage ratio is caleulated as Tier 1 capital divided
by average adjusted total assets.

* SLR i caleulated as Tier 1 capital divided by rotal
leverage exposure.

Risk-based Capital. The table below presents information

about risk-based capital.

#a ol Dacarbar

¥ oy il 2018

Commaon shareholden” aguly 578 582

Daduction for goodeall {3097 3011
Diaduction for dentfiabla inlangble assels 12371 258
Oher adjustments {2472} (1l
CET1 73116 67,110
S g 11,202 11,855
D sirnants n oowesd funds {515} == ]
Drhar adjustments 2k il
Tiar 1 capital _ $83.702  S/0an
Standardized Tier 2 and Total capital

Twar | capital 583,702 SUEG
Gualifying subsrdinabid dabl 12,147 13,360
Jumir tubondirdted Sabt 442 BET
Alicamance for cradil lsses 1.353 1,078
(ihar adjustiments 18} [2E0
Standarcized e 2 capitsl 14,926 14,977
Standardized Total capital $98 628 2 595 50RE

Basel Bl Advanced Tier 2 and Total capital
Tear § capilal

Standardized Ther 2 capitsl

Bllowsance for credil losses

b adpistineats

W

Bacal il Advanced Tedr T capital
Basel I &dvanced Total capital
In the table above:

= Deduction for goodwill was net of deferred tax Liabilities

of 366 1 million as of December 2015 and 56354 million as
of December 2017,

Deduction for identifiable intangible assers was net of
deferred  tax  habilties of 527 million a2z of
December 2018 and $40 million as of December 2017,
The deduction for wdentifiable ntangible assets was fully
phased  imto CETl in  January 2008, As  of
December 2017, CET1 reflects 80% of the identifzable
intangible assets deduction and the remaining 20% was
risk weighred.

+ Deduction for investments in covered funds represents the

firm's aggregate mvestments in applicable covered funds,
excluding investments that ane subject o an extended
conformance periexl. See Note & for further information
about the Volcker Rule.
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¢ Other adjustments within CET1 and Tier 1 capital
pramarily  melade  credit valuation  adjpstments  on

derivative  labilities, pension  and  postretirement Yoar Ended
e . . Dacambaer 2018
liabilities, the overfunded porion of the firm’s defined T
benefit pension plan obligation net of associated deferred $in msons Stamdardized Advantsd
tax liabilities, disallowed deferred tax assers, debs CET
valuation adjustments and other required credit risk- H:’In'l"l'kr badisné SRR 567110
based deductions. The deduction for such items was fully N on shasshclders” scuity g9z A547
phased e CET1 in Janwary 2008, As  of Transstional arovaions mn nn
December 2017, CET1 reflects 80% of such deduction. D o B bl intangible ss3es - <
Substantially all of the balance thar was not deducred il s immnss (Z409) (2400
feom CET1 as of December 2017 was deducted from :—!"F"U b“'l"“‘ 01 s
Til:'r 1 x'a]:l'u?li ) within  other  adjust ments. ﬂ'l.!'r:r E:-:::,E’I:'anw P S
adjustments within Basel Il Advanced Tier 2 capital Charge

CETH G006 6006

inelude eligible credin reserves,

Transstona] prowesong 12 13
« Qualifving subordinated Lj.t'i'll: is subordinated debt isned E;;i;;;fin;s-:.kmﬂ:-—rawus in covared furds ‘gi 1%
by Growp Inc, with an onginal maturity of five years or Oithvarr s imsanss 27 27
greater. The ourstanding amount of subordinated debt ;Ir’-"'"* "?"-"""I'“ 3,702 83,702
qualifying for Tier 2 capital 15 reduced upon reaching a E‘_:If_,mﬂ::’;mm 14577 13,899
remaining maturity of five years. See Note 16 for further Change in
. : S . Chualfyang 5 ubordinated dabt 1213} {213k
information about the firm’s subordinated debe, e o ear chabr e {1z
. I ) AT — - 275 -
o Jumior subordinaved debr represents debr issued ro Trust, o i % s
As of December 2018, 40% of this debt was included in Encire balncs 14,526 13,743
Tier 2 capital and 60% was I‘ull'!r phased out of regulatory Tetal capital SOREXE 507445
capital. As of December 2017, 50% of this debt was
included in Tier 2 u.'lpim!. and 50% was fully phased o [:::_:_;':".__?gﬂ
of regulatory capital, Junior subordinated debt is reduced Fasat Il
by the amount of trust preferred securities purchased by Fin midions Tandandzed  Advesoed
the firm and will be fully phased out of Trer 2 capital by CEM ) . i
2022 at a rate of 10% per vear. See Note 16 for further E;—i:,;;;'ﬁ balance $72048  §72,048
infermation abowl the firm's junier subordinated debe Comemon sharaholdars’ sauity 1, 301}
o Transstional proveian: 261
and trust preferred securities purchased by the firm. [:‘t_;";‘;ff’f'r_”,";__‘”’:l vt
Dhschuct e daitifmibla Ll B LTE 24
NG arEli s 05
1 v
Encing babnce FEERE
Tier 1 capital
Baginning balonce A3 440
Changa n
CET1 18,538}
Transanal prow 152
[redyctaon foe iveastmants in opvared funds (145}
Pradarned stos &5
Ol Echus imants 170
Encirg bakrce TEEN
Tiar 2 caprtal
Bagenning balanca 16,074 16,352
Chisiger
Cualiheng subordinated dakit 1,506} {1, 2061
S subcedhng ted datil 225} 225l
Allsvarce or coedn ksses 306 -
Crifver mechus immaangs [rr] 221
Endrg balanca 14,977 13853
Tenal capial F330F  $92.230

The tables below present changes in CET1, Tier 1 capital
and Tier 2 capital,

In the tables above, the change in transitional provisions
represents the increased phase-in of certain deductions and
adjustments from 80% to 100% (effective January 1, 2018)
for 2018 and from 60% 10 80% {effective January 1, 2017)
for 2017,
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Risk-Weighted Assets. REWAs are caloulated in
accordance with both the Standardized Capital Rulbes and
thie Basel Il Advanced Rules.

Credit Rizk

Credit RWAs are calculated based upon measures of
exposure, which are then rsk weighted under the
Standardized Capital Rules and Basel [l Advanced Rules:

* The Standardized Capital Rules apply prescribed rsk-
weights, which depend largely on the tvpe of
counterpanty, The expoture measure for derivatives and
securities financing transactions are based on specific
formulas which take certain factors into consideration,

Under the Basel 11l Advanced Rules, the firm computes
risk-weights for wholesale and retail credic exposures in
accordance with the Advanced Intemal Ratings-Based
approach. The exposure measures for derivatives and
securitics financing transactions are computed utilizing
internal models.

For both Standardized and Basel [l Advanced credit
RWAs, the risk-weights for securstizations and eguuities
are based on specific required formulaic approaches.
Market Risk

RWAs for market risk in accordance with the Standardized
Capital Rules and the Bagel NI Advanced Rules are
generally consistent. Market RW As are calculated based on
meeasures of exposure which include Valug-ar-Risk (VaR),
stressed VaR, icremental risk and comprehensive risk
based on internal madels, and a srandardized measurement
meethod for specific risk,

= VaR s the potential loss in valve of inventory positions,
as well as certain other financial assets and financial
liabalities, due to adverse market movements over a
defined tume horizon with a specified confidence level,

For both risk management purposes and regulatory
capital calculations the firm wses a single Val model
which captures risks including those related 1o interest
rates, equity prices, currency rates and commeodity prices.
However, Valt used for regulitony capital requirements
{regulatory VaR} differs from risk management VaR due
ta different time horizons and confidence levels {10-day
and 9% for regulatory VaR vs, one-day and 95% for
risk management VaR), as well as differences in the scope
of positions on which VaR & cakulated. In addition, the
daily net revenues used o determine risk management
VaR exceptions (1.2, comparing the daily net revenuses to
the VaR measure calculated as of the end of the prior
business day) include imtraday activity, whereas the FRBE's
regulatory capital rules require that intraday activity be
excluded from daly met revenwes when calculating
regulatory VaR exceprions. Intraday activity includes bid/
offer net revenues, which are more likely than not wo be
positive by their nature.

168 Goldman Sachs 2018 Form 10-K

As a resule, there may be differences in the number of VaR
exceptions and the amount of daily net revenuss
caleulated for regulatory VaR compared to the amounts
caleulated for nsk management VaR. The firm's
posttional losses observed on a single day exceeded its
%% one-day regulatory Val on two occasions during
2018 and did not exceed its 99% one-day regulatory VaR
during 201 7. There was no change in the VaR multiplicr
used to caloulate Marker RW As;

= Syressed VaR is the potential loss in value of mvemory
positions, as well as cerain other financial assefs and
financial liabilities, during a peried of significam market
stress;

Incremental risk s the potemtial loss in value of
non-secuntized mventory positions due to the default or
crecht migration of issuers of financial instruments over a
one-year time horizon;

@

= Comprehensive risk is the potential koss in value, due 10
price risk and defaults, within the firm's credit correlation
positions; and

Specific risk is the risk of loss on a position that could
result from factors other than broad market movements,
including event nisk, default risk and idiosyneratic risk.
The standardized measurement method 5 uwsed 1o
determine specific nsk BRWAs, by applying supervisory
defined risk-weighting factors after applicable netting is
performed.

Operational Risk

Operational R'WAs are only required to be included under
the Basel I Advanced Rules. The firm wtilizes an internal
risk-based model to quansify Operational R¥W As,

The tables below present information abou RWAs,

Sehidad dad sl it

as of Dacermbar

§ in malions g anT
Cradit AWAs

Danvatives $1228M  E00E
Commitmenis, Guaranteas and Kans 160,305 145,104
S il fenancang Iansachons 66,363 178657
Edquiby snvastmignts £3 553 4R 158
Cihar 70,556 J0.533
Total Cradit AWAs 473.338 455,230
Market AWAs

Fagulatory VaR 7762 7537
Strssed VaR 27852 1763
Incrarnantal risk 10,459 Ba
Comprahansnes ns 2,770 e - P
Spacific msk 25.553 6.158
Tatal Market RWAL T_l..i?ﬂ 57,581
Total RWAs 547,970 $5ERE1T
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Essat 1 ddvanced Fules W Endad
¥ o st Docarabar J0MT
£ ivs il 018 307 Eharmant 1|
Crodit AVAs § i railions Standedioed  Advanced
Detreslives § 82300 Risk-Weighted Assets
Commitments, guarinisas and kans 143,388 Baginning balance PASE 76 540 6RO
i3 financing transactions 18,259 Cradit RWAs
¥ IFvBsIm ents 55,164 Changa in
L _ 69,681 Tran 20onal provassdns (233
Total Credit RWAS 368,751 Darvalres 21101
mh Commitmants, guaranieas and loans 40,533
Requistony VaR 7.782 Socuntios financing tran seclons 4,639
Strassed VaR 27852 Equety invesiments 7.693
Incramesntal fisk 10,463 Uit 12,608
priin S nak 2,770 1,870 Changa in Cradit AVdAS &3, 13
e s sk _ 25 0% a5, 2E8 Markat FWAS
Total Market RWas T4572 B, 85 Changa in
Total Operational RWAS 194,788 117405 12,219 12,218
Total RWhAS 3566111 5617,040 .15 s
£2, 5801
In the tables above: [3,557)
. . . mge in b 2,979
+ Securities financing transactions represent resale and Dporational RWAs
repurchase agreememts and securities borrowed and Change in eosratiensl risk 7,587
loaned transactions, Chisii 2,987

* Other includes receivables, centain debt securities, cash
and cash equivalents and other assets.

The tables below present changes im RWAs,

Ending balanca SEEE 11 517 6546

RWis Rollforward Commentary

Year Ended December 2018, Standardized Credin RW As
a5 of December 2018 increased by $5.11 billion compared
with December 2017, primarily reflecting an increase in

Yamr Endad

Detambar 2018 commitments, guarantees and loans, principally due to an
[ merease m lending activity, This increase was partially
’:'“"'"MW Sandardived  Advanowd offset by a decrease in securities financing transactions,
::ﬁ?’:_‘ﬂ‘;‘? i“‘“' PR ——— principally due to reduced exposures. Standardized Market
Crodit RWWAS RWAs as of December 2018 decreased by $12.81 billion
Changs n comparedd with December 2007, primarily reflecting a
{’5’:5_'-:?'_':’ PrOVISIons ;-;ﬁ u:'-zﬂ decrease in specific risk on positions for which the firm
:;'f:,.“,ﬁ,,_f{.’;,,,m Juaranipes & :s:zm} mﬁ:: obtained increased transparency into the underliers and as a

3 1% TIEICINg TP TOnN S {11,593} {1,103} result utilized a modeled approach to caloulate RW As,

rivasimants {2,241} [4.580) .
thear {454} [6.411) Basel TN Advanced Credn RWAs as of December 2018
Change in Credit RWAs 5108 {44.565) decreased by 54457 billion  compared  with
Market RWAs December 201 7, Beginning in the fourth gquarter of 2018,
the firm's default expericnce was incorporated into the
250 250 B i . .

14,807} [4,801) determination of probabality of defailt, which resulted in a
2,028 2,028 decrease in Credit RWAs, ponmarily in commitments,
_' " an a0 guarantees and loans and derivatives, Basel 111 Advanced
T O Market RW f December 2018 decreased by
Change in Markat RWAS [izscs} (zzes) Market RWAs a5 of December 2018 decreased by
Oparational RWAS £12.28 billion compared with December 2017, primarily
Change i cperational nsk - [2.687) reflecting a decrease in specific risk on positions for which
Change in Operational RWAs - (2 68T} the firm obtained increased teansparency into the underliers
Ending balance 5547970 8558111 and as a result utilized a2 modeled approach to calculate

RW As.
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Year Ended December 2017. Standardized Credit RWAs
a5 of December 2007 increased by $56,52 billion compared
with December 2016, primarily reflecting an increase in
comunitments, guarantees and loans, prinapally dug 1o
ncreased lending activity, Standardized Market RWAs as
of December 2007 increased by $2.12 billion compared
with December 2018, primarily reflecting an increase in
seressed VaR as a result of increased risk exposures partially
offset by decreases in specific risk, as a result of changes in
risk exposures, and comprehensive risk, a5 a result of
changes in risk measurements,

Basel TN Advanced Credit RWAs as of December 2007
increased by 56323 billion  compared  with
December 2006, primanly reflecting an increase in
commitments, guarantees and loans, prncipally due o
increased lending activity. Basel 11 Advanced Market
RWAs as of December 2017 mercased by 5238 hullion
compared with December 2006, primarily eeflecting an
merease m ostressed VaR o as a result of increased nisk
exposures partially offset by decreases in specific risk, as a
result of changes in risk exposures, and comprehensive risk,
asa result of changes in risk measurements.

Bank Subsidiaries

Regulatory Capital Ratios. G5 Bank USA, an FDIC-
insured, New York State-chartered bank and a member of
the Federal Reserve System, is supervised and regulated by
the FRE, the FDIC, the Mew York State Department of
Financial Seevices and the Bureau of Consumer Financial
Protection, and i subjeat to regulatory capital requirements
that are calculated in substantially the same manner as
thoss applicable 10 BHCs, For purposes of assessing the
adequacy of its capital, G5 Bank USA calculates its capital
ratios i accordance with the  regulatery  capital
requirements applicable to state member banks. Those
requirements  are based on the Capmal Framework
described above. GS Bank USA is an Advanced approach
banking erganization under the Capital Framework,

Under the repulatory framework for prompt corrective
action applicable te GS Bank USA, in order 10 meet the
guantitative requirements for being a “well-capitalized™
depository mstitugion, ‘G5 Bank USA must meet higher
minimum requirements than the minimum ratios in the
table below, In order to be considered a “well-capitalized™
depository institution, G5 Bank USA must meet the SLR
reguirement of 6.0% or greater, which became effective on
January 1, 2018,

G5 Bank USA's capital levels and prompt corrective adtion
classification are also subject to gualitative judgments by
the regulators about components of capital, risk weightings
and other factors. Failure to comply with these capital
requirements, including a breach of the buffers descnbed
above, could result in restrictions being imposed by G5
Bank USA’s regulatars.
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Similar to the firm, G5 Bank USA is required to caloulate
each of the CET1, Twer 1 capital and Towl capital ratios in
accordance with both the Standardized Capital Rules and
Basel Nl Advanced Rules. The lower of each risk-based
capital ratio calculated in accordance with the Standardized
Capual Rules and Basel Hl Advanced Rules is the ratio
against which G5 Bank USA's compliance with its
EELTRITILY EALED requiremenis is assessed.

The table below presents GS Bank USA's minimum risk-
based capital and leverage ratios and “well-capitalized™

FIMETILLT FALE0S.

Mlmirmurn Hato as of Decomrbar

i wid”
018 Z0T7 Wi Batie
Risk-batod capital ratios
CETY rats B 5B% BE%
Tenr | capatal ramd T.9% T3% B0
Tetal capmal rate 9.9% 0 3% 10.0%
Leverage ratios
Tiar 1 lsvamge ratio 4.0 4 Gt 50
SLR Tod h B0

The table below presents information about G5 Bank USA's
risk-based capital eatios.

Besal 91
¥ o B I aredanded FubeA ]
Az of Decomber 2018
CETH § 27457 § 27457
Tiar 1 capital § 27457 § 27457
Toar 2 capital § 50688 5 4448
Total capeial § 32536 § 11913
Fiis 5248 356 $145,019
CETH oty 11.1% 18.4%
Toar | capaial rato 11.1% 18.4%
Totsl capetal ratic 13.1% 21.4%
Az of Dacambar 2017
CETI 3 26,343 3 26,243
Toar 1 capital 2 2554 3 25,543
Toor  capial 3 B4 %3 2000
Tatal capstal § a7ead  § T3
RS §228,775 64,602
CETH ralas 11 0% 164%
Toar 1 capital rato 110% 154%
Totsl capsial ratie id1% 16 &%

The table below presents information abow G35 Bank USA's
feverage ratios,

For the Thres Monhs
Ened or a5 of Decamber

§ i maliores IE 2007
Toar ¥ capital $ 2TABT 3 RS
Pivarage adpusted tolal a2sats S188,608 3GEB4T
Tokal kevarsgs anosune SI68.062  douE Tad
Tiar 1 kovarage ratic 14.6% 15005
5LA TER T3%
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In the tables above:

Each of the risk-based capital ratios caleulated in
accordance with the Standardized Capital Rules was
lower than that caleulated in accordance with the Basel 111
Advanced Rules and therefore the Standardized Capital
ratios were the ratios that applied 1o G5 Bank USA as of
both December 2013 and December 2007,

The minimum  rsk-based  capital  ratios  as  of
December 2018 reflect (i} the 75% phase-in of the captal
conservation buffer of 2.5% and (i) the countercyclical
capital buffer of zero percent.

« The minimum rsk-based  capital ratios  as  of
Drecember 2017 reflect (i) the 50% phase-in of the capital
conservation buffer of 2.5% and (i) the countercyelical
capital buffer of zero percent.

Beginning in the fourth quarer of 20118, the firm's default
experience was incorporated into the determination of
prababiliy of default for the caleulation of Basel NI
Advanced RWAs. The impact of this change was an
ingrease in G5 Bank USA’s Basel I Advanced CET1 ratio
of approximately L6 percentage points.

The Standardized CET1 ratio and Tier 1 capital ratio
both  remained  essemtially  unchanged  from
Drecember 2007 1o December 2018,

The Standardized Total capital ratio increased from
December 2017 1o Decernber 2008 primarily due 10 an
increase in Total capital, principally due to the ssuance of
subordinated delt.

The Basel 1 Advanced CET1 ratio, Tier 1 capital ratio
and Total capital ratio increased from December 2017 10
December 2015, Beginning in the fourth quarter of 2018,
the firm's defanll experience was incorporated into the
determination of probability of default, which resulted in
a decrease in Credit RWAs, primarily in eommitments,
guarantees and loans and dermvatives.

Ther 1 capital and deductions from Tier 1 capital are
calenlated on a rransitional basis as of December 201 7.

*

Tier 1 leverage ratio is calculated as Tier 1 capital divided
by average adjusted total asses.

SLR s calculated as Tier 1 capital divided by total
leverage exposure,

The firm's poncipal non-UL5. bank subsidiary, GSIB, 5 a
wholly-owned  credit  institution, regulated by the
Prudential Regulation Autherity and the Financial Condua
Aurhoriry and is subject to minimum capiral requirements.

As of both December 2018 and December 2007, GSIB was.
in compliance with all regulatory capital requirements.
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Other. The deposits of GS Bank USA are insured by the
FIC o the exvent provided by Law, The FRB requires that
GS Bank USA maintain cash reserves with the Federal
Reserve Bank of New York, The amoumt deposited by Gb
Bank USA at the Federal Reserve Bank of New York was
2920 billion as of December 2018 and 550.86 billion as
of Drecember 2017, which exceeded required reserve
amounts by 52903 billion as of December 2008 and
550,74 billion as of December 2007,

Restrictions on Payments

Group Inc. may be limited i its ability to access capital held
an certain subsidianes as a result of regulatory, tax or other
constraints, These limitations include  provisions of
applicable Iaw and regulations and other regulatory
restrictions that limit the ability of those subsidianes to
declare amd pay  dividends withowt prior  regulatory
approval (.., dividends that may be paid by G5 Bank USA
are limited to the lesser of the amounts caleulated under a
recent earnings test and an undivided profits test) even if the
relevant  subsidiary would satisfy the equity capital
requirements applicable to 1t after giving effect 1o the
dividend. For example, the FRE, the FDIC and the New
York State Department of Financial Services have awthoriy
to prohibit or to limit the payment of dividends by the
banking orgamzations they supervise {inclwing G3 Bank
USAj if, in the regulator’s opinion, payment of a dividend
would constitute an unsafe or unsound practice in the light
of the financial condition of the banking organization.

In addigion, subsidiaries no subject 1o separate regulatory
capital requirements may hoeld capital 1o sarisfy local tax
and  kegal gosdelines, rating ageney  pequirernents  (for
entities with assigned credit ratings) or internal policies,
including policies concerming the mimimum amount of
capital a subsidiary should hold based on its underlying
level of risk.

Group Inc’s equity investment in subsidiaries was
S30.22 billion as of December 2018 and 593,88 billion as
of December 20117, of which Group Inc. was required to
mamtain 552,92 bilhon as of December 208 and
%5302 billion as of December 2017, of minimum equity
capital i it regulated subsidiarses in onder 1o satisfy the
repulatory requirements of such subsidiaries.

Group Inc.’s capital invested in certain non-11.5, subsidiaries
is exposad to foreign exchange risk, substantially all of which
15 managed through a combination of dervatives and
pon-LiS. denominated debt. See Note 7 for information
about the firm's net mvestment hedpges vsed to hedge this

risk.
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Note 21.
Earnings Per Common Share

Basic camings per commen share (EPS) s calculated by
dividing net eamings applicable to common shareholders
by the weghted average number of common shares
ourstanding and restricted stock units (RSUs) for which no
future service 15 required as a condition te the delivery of
the underlying common stock (collectively, basic shares).
Driluted EPS inclsdes the determinants of basic EPS and, in
addition, reflects the dilutive effect of the common stock
deliverable for stock options and for RSUs for which future
service 5 required as a condition to the delivery of the
underlying common stock.

The table below peesents information about basic and
dilwed EPS,

i Eradad Dscarrba:

i s, enant v shany amGunis Fad} ] 207 g
et earnings applicable to cormmaon

shareholders $2.860 $a85  E7080
Winighldd aviradd basc shanos 1864 401 6 427 4
Ef sl iyt Secuntas

5 39 53 47

Stock oplions 0.9 1.2 30
Dilutive secunties [E] ] 7T
Waighted average batic shares and

dilutive securities 380.2 405 1 435 1
Basic EPS 581 $912 #5653
Diluted EFS $2827  § o0l 21620
I the table above:

» Unvested share-based awards that have non-forfenable
rights to dividends or dividend equivalents are treated as a
separate class of securities in caleulating EPS. The impact
of applying this methodology was a reduction in basic
EPS of S0.05 for 2018, 50,06 for 2017 and 50,05 for
2016.

Diluted EPS does not include antidilutive securities (R5Us
and common shares underlying stock options) of kess than
0.1 million for 2018, 0.1 mulbion for 2017 and 2.8 million
for 2006,
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MNote 22,
Transactions with Affiliated Funds

The firm has formed namerous nonconsolidated investment
funds with third-party investors. As the firm generally acs
as the investment manager for these funds, it is entitled o
receive manigement fees and, in certain cases, advisory fees
or incentive fees from these funds, Additionally, the firm
invests alongside the third-party investors in cemain funds.

The tables below present fees earned from affiliated funds,
fees receivable from affiliared fumds and the aggregate
carrying value of the firm’s interests in affiliated funds.

sar Ended Dacamber

§ in millors 2018 FtH T

Fees carmed from Tunds BEEM  $193)  $2077
s of December

# o el e 00T

Fass racanable from funds 5 810§ o7

Aggregate carming value of interasis in funds 4994 G403

The firm may peoodically determine to waive certan
management  fees on selected money market  funds.
Management fees waived were 551 million for 2008 and
598 million for 200 7.

The Volcker Rube restricts the firm from providing financial
support to covered funds (as defined in the mle) after the
expiration of the conformance period, As a general matter,
in the ordinary course of business, the firm does not expect
o provide addiional voluntary financial support 1o any
covered funds bt may choose to do so with respect to
funds that are not subject 1o the Valeker Rule; however, in
the event that such support is provided, the amount s not
expected to be maresial.

The firm had an outstanding guarantee, as permitted under
the Volcker Rule, on behali of its funds of 5154 million as
of both Drecernber 2018 and December 2017, The firm has
voluntagily provided this guarantes in connéction with a
financing agreement with a third-pany lender executed by
one of the firm’s real estare funds that is not covered by the
Volcker Rule. As of both December 2008 and
Drecember 2017, except as noted above, the firm has not
provided any additional financial suppont to its affiliaged
funds.

In addition, in the ordinary course of business, the firm may
also engage in other activities with ns affiliared funds
including, among others, securities  lending, trade
execution, market-making, custedy, and acquisition and
bridpe financing. See Note 18 for the firm's investment
commitments related 1o these funds,
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MNote Z3.
Interest Income and Interest Expense

Interest is recorded over the life of the instrument on an
acenmal bases based on contractual interest rates,

The table below presenis sources of interest income and
INTErEst ExXpense.

oot Evadand Dsomrndar

§in rllions 0 017 2016
Intarest incoma
Draposits with banks $1418 5§ @19
d agreaments 3852 1,651
nsiruments cwned BA%4d 5.0904
-’&‘1; rassarvable 4. 148 1,678
Ot wilarps) 3367 1,051
Total interest income 19,678 13113
!rmuit-:plnu
2,606 1,380 am
2,061 B3 447

1554 1,58 1,251

695 2a0] 248

5.555 4,559 4,247

3451 1,353 {1551

T-ot-lllm:m:t axpense 16.912 10,187 7,104
Nat interast incoma § 3787 G .00 .00

In the table above:

+ Collateralized agreements includes rebates paid and
interest income on securities borrowed.

+ Other interest income includes interest income on
custommer debin balances and other interest-earning assets.

» Collateralized financings consists  of  repurchase
agreements and securities loaned.

+ Other interest expense includes rebates received on other

interest-bearing  liabilities and  interest expense on
customer credit balances.
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Note 24.
Income Taxes

Tax Legislation

The provision for taxes for 2007 reflected an estimared
impact of Tax Legislation of 5440 hillion. The
%4.40 billion income tax expense included the repatriation
tax on wndistributed carnings of foreign subsidiaries, the
effects of the implementation of a rerritorial tax system, and
the remeasurement of ULS, deferred tax assets ar lower
enacted tax eates. During 2018, the firm finalized this
estimate 1o reflect the impaa of vpdated mformation,
including subsequent guidance issued by the US. Internal
Reverme Service (IRS), resulting in a 3487 mallion mcome
tax benefit.

Provision for Income Taxes

Income taxes are provided for using the asset and liabiliy
methodd under which deferred tax assers and habalities are
recognized for temporary differences between the financial
reporting and tax bases of assers and Labilnees. The firm
reports intesest expense related to income tax matters in
provision for taxes and ncome tax pemalties i other
EXPENSES.

The table below presents information about the provision
for taxes.

ot Emched Dponnnbae

£ o rrailiong e 206
Current taxes

U E Toadaral £ 2 588 3 530

State and ol 3 %3

Mon- 5 1,302 1,004

Total current Lax X panie 4,567 1,558

Deferred taxes

WS ladaral {2,111}

Stnte and loca 58 157 =
Hanl) 5 8 I8 10
Total deterred tax (beneditexponse {2,645} 5,458 551
Provision for Laxes 52,022 85,845 32,506
Inthe table aboves

« State and local current taxes in 2007 and 2006 includes
the impact of settlements of state and local examinations.

« U4 federal current tax expense and 1LS. federal defereed
tax expense in 2018 and 20117 includes the impact of Tax

Legmlation.
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The table below presents a reconciliation of the ULS. federal
SEATULOTY iNCome tax rate to the effective income tax rate,
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The table below presents information abowut deferred tax
assers and liabilities, excluding the impact of nenting within
tax jurisdictions,

Viear Erand Dincarrbend A5 of Dcaerbar

LS £ i i 201% T

115 Toaral SLAILLGRY RE0m W rat 200 50% 3500 Dafarrad tax assats
Stata and local Wides, relof LS. fodedal Compenzaton and banedils $1296 11095
incoma tax affects 0 15 0% ASC 740 assot rolated (3 unteoognized tax barafils 182 75
ASL Mo 200600 Tax benedits on sattement Netl) 5. operatns 284 -
of emplayod sharo-based awands 22 B4 Nel oparabng ksses 658 418
hen-Ul 5. opantions o mxn mn Ucupancy-ratalad m &7
Ta cradits 14 21 o Oihear compeehien i income-ralatad - 408
Taot-exempt incoma, inciuding dividands {oB 03 o® Tax credas camponvard 62 1,006
Tax Legesaiion (3.8} o5 - Cibsrs, s 434 113
Mon-chpductibi ] apansas 1.2 05 10 Sudetal 2967 a0
Chhar 0.8 = 03 Valuaticn sliwcancs [245) 11561
Etfective incomae tax rate 16.2% G61E% 2816 Total deferred tax assets §2.722 5074

Dafwrrad tax Habilities

In the table above: Dapieciation and amorbzation §£ 9% I =06
. . ) ' o Pl O X - a4
+ Non-LL5. operations in 2018 includes the impact of the Tt - 180
Base Erosion and Anti-Abuse Tax and Global Intangible Lineeaized gains ) 1490 L F
Low Taxed | GILTI Other comprehenaive income-ralatad 84 -
W Taxed Income | b Total deferred tax lIabilitias $2370 34050

+ Non-L.S operations in 2017 and 2016 includes the
impact of permanemly reinvested eamings and excludes
the estimated impact of Tax Legislation.

= State and bocal taxes in 20017 and 200&, net of U.S. federal
income tax cffects, includes the impact of settlements of
stape and lecal examinations,

Deferred Income Taxes

Deferred income taxes reflect the net tax effects of
temporary differences berween the financial reporting and
tax bases of assers and labilities. These temporary
differences result in taxable or deductible amounts in future
vears and are measursd vsing the tax rates and laws tha
will be in effect when such differences are expected to
reverse. Valuation allowances are established 1o reduce
deferred tax assets to the amount that more likely than not
will be realized and primanly relate 1o the abaliey 1o urilize
losses in various tax jurisdictions. Tax assets are included in
other assets and tax habilies are included in other
liabilities.
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The firm has recorded deferred tax assets of S688 million as
of Drecember 2018 and $428 million as of December 2017,
in connection with U5, federal, state and local and loreign
net operating loss carryforwards. The firm also recorded a
valuation allowance of 381 million as of December 2018
and S128 million as of December 20017, related to these net
aperating loss carrylorwarls,

As of Docember 2008, the U5, foderal net operating loss
carrviorward was 5259 mallon, the state and local net operating
foss carryforward was $1.35 billion, and the forcgn net
operatimg loss carmviorward was 52,39 bilbon, I not unilised,
the LA, federal, state and local, and forcizn not operating loss
carrviorwardks wall begn to expire o 20019, I these
carrviorwards expire, they will not have a matenal impact on
the firm’s resuhs of operations, As of December 2018, the firm
has recorded deferred tax assets of 524 million in connection
with foreign tax credit carryforwards and a valuation allowance
of 524 million related to these foreign tax credit carryforwands,
As of Decemnber 2018, the fiem hus recorded defersed rax assets
of 538 million in connection with state and local tax credit
caeryforwards. If not  utilized, the foreign tax credit
carrviorward will expire in 2028 and the state and local tax
creds carnvforward will begin o expire in 20200 As of
December 2018, the firm did not have any general busines
credit carryiorwands.

As of both December 2018 and December 2017, the firm
had no U5, capital loss carrvfonvards and no relared net
deferred Income tax assets, As of December 2008, the firm
had deferred tax assets of 577 million in connection with
foreign capital loss carmylorwards and a valuation
allowance of 577 million related to these capital los
carryforwards. As of December 2017, there were no foreign
capital loss carryforwards.
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The valuation allowance increased by 89 million during
2008 and increased by 341 million during 2017, The
increases in both 2008 and 2017 were primariby duse to an
increase in deferred tax assets from which the firm does not
expect to realize any benefit.

The firm permanently remvested ehigible camings of cenain
foreign subsidiaries. As of December 20018, all LS. taves
were aeneed on these subsichiaries” distributable carnings,
substantially all of which resulted from the Tax Legislation
repatriation tax and GILTL. As of December 2017,
substantially all U5, taxes were accrued on these
subsidiaries” carnings and profits as a result of the Tax
Legislation repatriation tax.

Unrecognized Tax Banefits

The firm recognzes tax positions m the consoldated
financial stmtements only when it s more hikely than no
that the position will be sustained on examination by the
relevant taxing authority based on the technical meries of
the position. A position that meets this standard s
mgasured ar the largest amount of benefit that will more
likely than not be realized on settlement. A labality s
established for differences berween positions Laken in a 1ax
return and amounts recognized i the consobdated
financial statements.

The accruad habality for intersst expense related 1o income
tax matters and income tax penalties was $107 million as of
December 20018 and S81 million as of December 2017, The
firm recognized interest expense and income tax penalties
of 318 million for 2018, 563 milion for 2007 and
827 million for 2016, It is reasomably possible thar
unrecopnized tax benefits could change significantly during
the twelve months subsequent to December 2018 due 1o
potential audit settlements, However, at this time ot is not
possible to estimare any potential change.

The table below presemts the changes in the hability for
unrecognized tax benefits, which is included in other
liabilities.

Vet Erded of ool Dacambar

£ in millons 2018 7 2016
Begnring balance % B85 faonl fais
Incraasas ba sed on tax posibons related

16 Bhils CiniTian yiiat 147 a4 113
Inceodsas badad o LA posildid falaled

10 pac yaars 232 101 18
Drazroases based on tax positions redated

16 pYiCe yoera B9 um A
Decreases relsted 1o seltlamants (3 6% (&5
Exchangs rate fluctustons {1} 1 -
Ending balance 51,051 F 866 3682
Ralated deferrad ncoms o a5 152 % rEll
Mot unrecognized tax banefit 5 B33 560  §6n
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Regulatory Tax Examinations

The firm is subject 1o examination by the IRS and other
taxing authorities in jurisdictions where the firm has
significant  business  operations, such as the United
Kingdom, Japan, Hong Kong and various states, such as
New York. The tax vears under examinanon vary by
junsdiction. The firm does not expect completion of these
audits te have a material impact on the fiom’s financial
condition but it may be marerial to operating results for a
particular period, depending, in part, on the operating
results for thar period.

The table below presents the carliest tax years that remain
subject to examination by major jurisdiction.

Az of
Jurisdbation Decamber 2018
U % Fedaral 011
Mew York State and City 011
Uribisd Kangdon 2014
Japan 2014
Hang Eong 201

UA Federal examinations of 2001 and 2012 began in
20113, The firm has been accepred o the Compliance
Assurance Process program by the IRS for each of the tax
vears from 2003 through 2019, This progeam allows the
firm to work with the IRS vo dentify and resolve potential
LS, Pederal tax issues before the filing of tax returns. The
2013 through 2017 tax vears remain subject to post-filing
review,

New York State and City examinations {excluding G5 Bank
USA) of 2001 through 2004 began in 2017, New York
State and City examinations for G5 Bank USA have been
completed throwgh 2014,

All vears including and subsequent to the years in the table
above remain open o examination by the taxing
authorities. The firm believes that the lability for
unrecognized tax benefits it has established is adequate in
relation to the potential for additional assessments.,
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Note 25.
Business Segments

The firm reports its activities in the following feur business
segments: Investment Banking, Instatutional Client Services,
Investing & Lending and Investment Management.

Basis of Presentation

In reporiing sepments, certain of the firm's business lines
have been aggregated where they have similar economic
charactermstics and are similar in cach of the following
areasz (1) the nature of the services they provide, (i) their
methods of distiiburion, {ii) the types of clients they serve
andd {ivh the regulatory environments in which they operate.

The cost drivers of the firm taken as a whole,
compensation, headcount amd kevels of business activity,
are broadly similar in each of the firm's business segments.
Compensation and benefits expenses in the firn's sepments
reflect, among other factors, the overall performance of the
firmy, as well as the performance of mdividial businesses.
Comsequently, pre-tax mangins in one segment of the firm®s
business may be significantly affected by the performance
of the firm's other business segments.

The firm allocates assets {including allocations of global
core ligquid asets and cash, secured chent Iinancing and
other asseis), revenues and expenses among the four
business scgments. Due to the integrated nature of these
segments, estimates and judgments are made in allocating
certain assets, revenues and expenses. The allocation
process 15 based on the manner in which management
currently views the performance of the sspments.
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Management believes that this allecation provides a
reasonable representation of each segment’s contribution to
consolidated pre-tax earnings and toal sssets. Transactions
berween segments are based on specific criteria or
approximate third-party rates,

The table below presemts net revenues, provision for credit
losses, operating expenses and pre-tax earnings by segment.

Yo Ended Docernbes

£ iy g 208 7 006
Inwastmant Banking

Fmancal Advesory $ 3807 539898 § 18947
i ndarwniEg 1,646 i

De

umdanaiting 2.709

Total Undanwnling 4355

Total net revenues 7862

g 1N i Sis 4. 346

Pri-Lax sarnings £ 1516

Institutional Client Services

FICC Client Exscution 5 5882

Equitas chant exaculson 2838

Lo oS &nd fods 3,085

Sty praCRs 1.0

Total Bguibas TE00

Total net revenues 13.482

Chparating expansas 10,361

Pra-Lax aafnings 5 3n

Inwasting & Lending

Equity socurilgps & 44585 3 4,578 g
securies A Bans 3,798 2,680
| nat revenuas B.250 7,238

30 for Chadit lossas Gra 657

Chparaling tapensos 3,365 2,756

Pra-tax sarnings 54211 3 5785 5
Inwastmant Managemant

haanagemant and othes feas $ 6438 35045 § 4798
Irsiritoe Toes 421
T SC a0 (i =]
Total net revenuoes 5,788
Crernting sxpansas 4854
Pra-tax sarnings $ 1,154
Tatal net revenues 30,790
Proviskon for credit losses 182
Total oparating expentos 20,504
Total pro-tax um'ﬂ 10204
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In the table above:

* Revenues and expenses directly associated with each
segment are included in determining pre-tax eamings.

Met reventes in the firm's segments nelude allocations of
interest  income  and expense to specific sccuritics,
commaodities and other positions i relation o the cash
generated by, or funding requirements of, such positions.
Men interest 15 inclisded in segment net revenues as i s
consistent with how management asscsses  scgment
performance.

Owerhead expenses not directly  allocable to specific
segments are allocated ratably based on direcr segment
CXPENses.

Provision for credit losses, previously reporied in
Investing & Lending sepment net revenues, s now
reported as a separate line wem in the consolidared
statements of earnings. Previewsly reported amounts have
been conformed to the currem presemtation.

-

-

All operaring expenses have been allocated 1o the firm's
segments  except  for  chantable  contributions  of
5132 million for 2008, 5127 million for 2017 and
5114 million for 20146,

Tatal operating expenses included net provisions for
litigation and regulatory proceedings of 3844 million for
2018, 5188 mallion for 2017 and 3396 million for 2016.

The table below presents assets by segment.

s of Decambe
§ in millons 2018 2017
Investmant Banking 5 1748 £ e

HES T VIR B56,920 675,285
I &1 a 258,104 226,0N6
livvashirss Adgarani 'I.l,,n_zgl 13,303
Total asssts $531,786 oo 00
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The table below presents depreciation and amortization
expense by segnvent.

Toar Ended Dasonribar

e TS Fad 2T 2Na
rrslient Barking £ 14 % 124 2128
natlubrdd Chaal Sernte: E&7 El4 489
nvasteg & Landing 428 214 ME
nvastmant Management 221 200 164

Total deprecistion and amontization  $1.328 31150 ioan

Geographic Information

Due to the highly inteprated nature of international
finansial markets, the firm manages its businesses based on
the profitability of the enterprise as a whole. The
methodelogy for allecating  profmabality 1o geographic
regions 5 dependent on estimates and management
jedgment because a sgnificant portion of the firm’s
activities require cross-border coordination in order to
facilivate the needs of the firm's clients,

Geographic results are penerally allocated as follows:

+ Investment Banking: location of the chiem and investment

banking team.

Institurional Client Services: FICC Client Execution and
Eguities (excluding Securities services): location of the
market-making desk; Securities services: location of the
primary market for the underlying security.

Investing & Lendimg: Investing:  location of the
investment; Lending: location of the client.

Investment Managements location of the sales team,

The wable below presents total met revenues, pre-ax
carnings and net carnings {excluding Corporate) by
geographic region allocated based on the methodology
referred to above.

Vit Evaciinc DirCirrmbor
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The table below presents net interest income by segment. Hat ravanuas
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| 5033 4% LEIE 1B 4434 d%
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i = . Total mat ravenues  SIEETE T00% 550 150 1009 55060 1005
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3 ] Serntas 97 1,456 i
I'1..I|Il 5l ne:.l Chrn a7 1'-4 _-5_ e 58295 65% 3 108 aIn
Ivestng & Landing 2427 1,328 ] Wi t
. . H Europa. Midda East ang
Invastmant Management 64 i-E] 251 Alics 21266 26%  2EE T
Total nat intarest incemse $3.767  Ginar 515 fam 112 8% 15 taw
Subieisl TZ613 100% 11255 100%
Cormpanmbe 132] i1
Total pra-tax eamings §12480 11102

5 S 6960 66% 3 7 Faw % 4337 Lew
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In the table above:

+ Americas net earnings included an income tax benefic of
5487 mulhon im 2018 and estimated income tax expense
of 54.40 billion in 2017 related vo Tax Legislation.

» Corporate  pretax camings includes  charable
contributions that have not been allocated to the firm's
geographic regions.

Substantially all of the amoums i Americas were
attributable vo the U.S.

» Asiaincludes Australia and New Zealand.

-

Note 26.
Credit Concentrations

The firm's concentrations of credie risk arise from irs
mearket making, client facilitation, mvesting, underwriting,
lending  and  collateralized rtransacrions, and cash
management activities, and may be impacted by changes in
econemic, industry or political factors, These activities
expose the firm to many different induostries and
counterparties, anl may alo subject the firm 1o a
concentration of credit risk to a particular central bank,
counterpany, borrower or issuer, inchading sovereign
Esuers, or to a particular ¢leanng house or exchange. The
firm seeks to mitigate credit risk by actively monitoring
exposures and obtaming collateral from counterparties as

deemed appropriate.

The firm measores and momtors its credit exposure based
an amounts owed to the fiem after taking into account risk
mitigants. that management considers when determining
credit risk. Such risk mitigants include nerting and collateral
arrangements  and  economic  hedges, swch as credic
dervatives, futures and forward contracts. Netting and
collateral agreements permit the firm to offset eeeivables
and pavables with such counterparties andior enable the
firm to-obtain collateral on an upfront or contingent basis,
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The table below presents the credit concentrations in cash
instruments included in financial instraments owned,

Fa ! Dacarbac
¥ i milans M a7
U S goainenant snd sonsy obligations S10816 S7E470
% of Lotal assels 11.5% B
Menll 5 govemment ond agency cbligations § 43807 ZiiohE
% of total assals 4.7% 17

In addition, the firm had 39047 billion as of
December 2018 and $76.13 billion as of December 2017 of
cash deposns held at centeal banks {included n ¢ash and
cash  eguivalents), of which $2%20 billion as of
December 2018 and $50.86 billion as of December 2017
was held at the Federal Reserve Bank of New York.

As of both December 2018 and December 2017, the firm
did not have credit exposure to any other counterparty that
exceeded 2% of total assers.

Collateral obtained by the firm related vo derivative assets s
princpally cash and s held by the firm or a third-pany
custedian. Collateral obtained by the firm related to resale
agreements  and  securiizes  borrowed  tramsactions s
primarily U5, government and agency obligations and
non-LLS. government and agency obligations, See Note 10
for further infformation about collateralized agreements and
fimancings.

The table below presents US. government and agency
obligaions  and  nmon-U.S.  government and  agency
oblipations  that collateralize resale agreements and
securities borrowed transactions.

A ! Dastarmibars
¥ iy mrileons Fail] anT

L5 govermement and sgency obligations § 78828 Senob
Mondl S gowemment and agency obligabons & 76,746 593 850

In the table above:

» Mon-LL5. government and agency obligations primanly
consists of securities issued by the governments of [apan,
France, the LK. and Germany,

= Given that the firm’s primary credit exposure on such
transactions is to the counterparty to the transaction, the
firm would be exposed to the collateral issuer only in the
event of counterparty defaule.
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MNote 27,
Legal Proceedings

The firm is involved in a number of judicial, regulatory and
arbitration proceedings (including those descnbed below)
concerning matters arising in connection with the condoa
of the firm's businesses. Many of these procesdings are in
carly stages, and many of these cases seek an indeterminate
amount of damages.

Under ASC 430, an event is “reasonably possible®™ if “the
chance of the future event or events occursing is more than
remote bt less than likely™ and an event is “remote” if “the
chance of the future event or events occurring is slight.”
Thus, references to the upper end of the range of reasonably
possible loss for cases in which the fiem is able to estimate a
range of reasonably possible boss mean the upper end of the
ramge of loss for cases for which the firm believes the risk of
loss 1= more than slight,

With pespect to matters deseribed below for which
management  has been able to estimate a range of
reasonably possible loss where (i) actual or potential
plaintiffs have claimed an amount of money damages,
{ii} the firm is being, or threatened to be, swed by purchasers
i a securtties offering and 1s not being indemnified by a
party that the firm believes will pay the full amount of any
judgment, or (up the purchasers are demanding that the
firm repurchase securitics, management has estimated the
upper end of the range of reasonably possible loss a5 being
equal to (a) in the case of (i), the amount of money damages.
claimed, (b} in the case of (i}, the difference between the
initial sales price of the securitics that the firm sold in such
offering and the estimared lowest subsequent price of such
securities prior to the action being commenced and (c) in
the case of (i), the price that purchasers paid for the
securities  less  the estimated  value, if any, as of
December 2008 of the relevant securities, in each of cases
(i, (1) and {in}, taking inio account any other faciors
believed ro be relevant to the particular matter or matters of
that type. As of the date hereof, the firm has estimated the
upper end of the range of reasonably possible aggregate boss
for such matters and for any other matters described below
where management has been able o estimate a range of
reasonably possible spregate los o be approximasely
$£1.9 billion in excess of the aggregate reserves for such
matters,
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Management s generally unable 1o estimate a range of
reasonably possible loss for mamers other than those
included in the estimate above, including where (i} actual or
potential plaintiffs have not claimed an amount of money
damages, except i those instances where management can
otherwise determine an appropriate amount, (i) martess
are in early stages, (Wi} matters relate 1w regulatory
INvesLigAtions or reviews, except in those instances where
management <an otherwise determine an appropriate
amount, {iv} there is uncertainty as to the likelibood of a
class being certified or the nltimate size of the dlass, (v) there
is uncertainty as to the outcome of pending appeals or
meotions, (vi} there are sgmificant factual ssves 1o be
resolved, andfor (vit) there are novel legal issues presented.
For example, the firm's potential liabilities with respect to
the investigations and reviews described below in
“Regulatery  Investigations and Reviews and Related
Litigation™ gencrally are not mcluded in management’s
estimate  of  reasonably  possible  loss.  However,
management does not believe, based on currently available
information, that the outcomes of such other matters will
have a material adverse effect on the firm's financal
condition, though the owcomes could be material 1o the
firm's operating results for any particular  period,
depending, in part, upon the operating results for such
penod. See Mote 18 for further information about
mortgage-related contingencies.

1Malaysia Development Berhad [1MDE)-Related
Matters

The firm has recerved subpoenas and requests for
documents and information from varions governmental
and regulatory bodies and seli-regulatory organizations as
part of investipations and reviews relating to financing
transactions and other mamers involving 1IMDB, a
sovereign wealth fund in Malaysia, Subsidiaries of the firm
acted as arrangers or purchasers of approximately
£6.5 billion of debt securities of 1MDE.
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On November 1, 20018, the U5, Department of Justice
(DO} unsealed a criminal information and guilty plea by
Tim Leisner, a former participating managing director of
the firm, and an indictment against Mg Chong Hwa, a
former managing director of the firm, and Low Tack Jho.
Leissner pleaded guilty o a two-count criminal informarion
charging him with conspiring to launder money and
conspiring to violae the U5, Foreign Corrupt Practices
Act’s (FCPA) anti-bribery and internal accounting contrels
provisions., Low and Ng were charged in a three-count
indectment with conspinng 1o launder money  and
comapiring 1o violate the FCPA's anti-bribery provisions.
On August 28, 2018, Leissner's guilty plea was accepied by
the U5, Dhistrict Court for the Eastern District of New York
and Lerssner was adjudicared guiley on both counts, Ng was
also charged in this indictment with conspining to violate
the FCPA's imernal accounting controls provisions, The
charging decuments state, among other things, that
Leissner and Ng pamicpared in a  conspiracy 1o
misappropnate proceeds of the IMDB offerings for
themselves and 1o pay bribes 1o various government
officials to ebtain and retain IMDB business for the firm.
The plea and charging documents indscare that Leissner and
Ng knowingly and willfully circumvented the finm's system
of inrernal accounting controls, in part by repearedly lying
o contrel personnel and internal committees that reviewed
these offerings. The indictment of Mg and Low alleges thar
the firm's system of intemal accounting controls could be
casily circumvented and that the firm's business culure,
particularly  in  Southeast Asia, at times  prioritized
consummation of deals ahead of the proper operation of its
compliance  functions. In  addition, an  unnamed
pamicipating managing director of the firm s alleged 10
have been aware of the bribery scheme and to have agreed
not 1o disclose this information 1o the firm's compliance
and control personnel. That employee, who was identified
a8 a co-conspirator, has been put on administrative leave.

On December 17, 2018, the Antorney General of Malaysia
issued a press starement that (i) criminal charges in
Malaysia had been filed againsg Goldman Sachs
International (GSI), as the arcanger of three offerings of
debt securities of IMDB, aggregating  approximately
£6.5 billion in principal amount, for alleged disclosure
deficiencies in the offenng decuments relating to, among
other things, the use of proceeds for the debt securities,
(i) Gobldman Sachs {Asta) LLC {G3 Asia), Goldman Sachs
(Singapore] FTE (G5 Singapore), Leissoner, Low and
Jasmine Loo Al Swan had been criminally charged in
Malavsia, and Ng would be charged sh.orti':'. and
(i} prosecutors in Malaysia will seek eriminal fines against
the accused in excess of $2.7 billion plus the $600 million of
fees recerved in connection with the debt offerings,
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The firm has received multiple demands, beginning in
November 2ME, from  alkged sharcholders  under
Section 2200 of the Delaware General Corporation Law for
books and records relating 1o, among other things, the
firm's involverment with 1IMDB and the firm's complhance

procedures.

On February 19, 2019, a purported shareholder derivative
action relating to TMDB was fiked i the U5, Distna Court
for the Southern District of New York apainst Group Inc.
andl the current directors and a former chairman and chief
executive officer of the firm. The complaint, which secks
unspeciiied damages and disgorgement, alleges breaches of
fiduciary duties, incleding in connection with alleged
insider trading by certain current and former directors,
umust ennchment, gross mismanagement and violations of
the anti-frand provisions of the Exchange Act, including in
connection with Group Ine's common stock repurchases
and solicitation of prosics.

On Movember 21, 2018, a summons with notice was filed
in the New York Supreme Court, New York County, by
International Petroleum  Investment Company, which
guarantesd cemain debt securities ssued by IMDE, and irs
subsiliary Aabar Investments PJS. The summons with
notice makes unspecified claims relating to IMDE and
seeks unspecified compensatory and punitive damages and
other relief against Group Inc., G5, GS Asia, GS Singapore,
Goldman Sachs (Malaysia) SDN BHD, Leissmer, Mg, and
an emplovee of the firm, as well as individuals (who are not
emplovess of the firm) formerly associated with the
plaintiffs.

On December 20, 2018, a putative securities class action
bawsuit was filed in the US, District Court for the Southern
District of MNew York against Group Inc. and certain
current and former officers of the firm alleging violations of
the anti-irand provisions of the Exchange Act with respect
o Group Inc.'s disclosures concerning IMDB and seeking
unspecified damages.

The firm s cooperating with the DOJ and all other
governmental and regulatery invetigations relating 1o
1IMEBB. Proceedings by the DOJ or cther governumental or
regulatory autherities could result in the imposition of
significant fines, penalties and other sanctions against the
firm, including restrictions on the firm's activities.
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Mortgage-Related Matters

Beginning m April 20000, a number of purported securities
law class actions were filed in the ULS, District Court for the
Sowthern District of Mew York challenging the adequacy of
Group Inc.'s public dsclosure of, among other things, the
firm's activities in the collareralized debr obligation marker,
and the firm's conflict of interest management.

The consolidated  amended  complaim  filed  on
Juby 25, 2011, which names as defendants Group Inc. and
certain current and former officers and emplovees of Group
Inc. and its affiliates, generally alleges violations of Sectsons
10} and 20(a) of the Exchange Act and secks unspecified
damages. The defendants have moved for summary
judgment. On December 11, 2018, the Second Circuin
Court of Appeals granted the defendams’ petition for
interlocutory review of the district court’s Avgust 14, 2018
grant of class cemification. On January 23, 2019, the
disteict count staved proceedings in the district cown
pending the appellate count’s decision,

In June 2012, the Board received a demand from a
sharcholder that the Board investigate and take action
relating to the firm's momgage-related activities and 1o
stock sales by certain directors and executives of the firm.
On February 15, 2013, this shareholder filed a purarive
sharcholder denivative action in New York Supreme Court,
New York County, against Group Inc. and certain current
or former directors and employees, based on these activities
and stock sales. The dervative complaint  inclades
allegations of breach of Gduciary duty, wnjust enrichment,
abse of control, gross mismanagement and corporate
waste, and seeks, among other thimgs, unspeciiied moenstary
damages, disgorgement of profits and certain corporate
governance and disclosure reforms. On May 28, 2013,
Group Inc. informed the sharcholder that the Board
completed its investigation and determined to refuse the
demand. On June 20, 2013, the shareholder made a books
and records demand requesting materials relating to the
Board's determination. The parties have apreed to stay
procesdings in the putative derivative action pending
resolution of the books and records demand.

In addition, the Board has received books and records
demands from several shareholders for materials relating
1o, ameng other subjects, the firm’s morgage servicing and
foreclosure activities, participation in federal programs
providing  assistance 1o financial  institetions and
homeewners, loan sales to Fannie Mae and Freddie Mac,
mortgage-related activities and conflicts management.
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Begnning on February 135, 2009, rwo summonses with notice
were filed agaimst Goldman Sachs Mortgage Company and GS
Mongage Securites Corp. in New York Supreme Court, New
York County, by US. Bank Mational Association, as trustee
for two residential mongage-backed securitization trusts, The
summonss with notice generally allege that mortgage boans in
the trusts failed to conform to applicable representations and
warranties and seek specific performance or, altermarively,

compensatory damages and other relief.

The firm has received subpoenas or requests for information
from, and 15 engaged in discasssons with, certain regulators
and law enforcement agencies with which it has not entered
im0 sertlement  agreements as part of  inguities  or
investigations relating to mongage-related matters.

Director Compensation-Felated Litigation

O May %, 2017, Group Inc. and certain of its current and
former direcrors were named as defendants in a purported
direct and derivative sharcholder action in the Court of
Chancery of the State of Delaware {a similar purported
denvative action, filed in June 2013, alleging excessive
director compensation over the period 20012 ro 2014 was
voluntarily dismissed without prejudice in
December 2016). The new complaint alleges that excessive
compensation has been paid to the non-employee director
defendants since 2015, and that cerain disclosuses in
connection with soliciting shareholder approval of the
stock incentive plans were deficient. The complaint asserts
clammes for breaches of fOduciary duties and seeks, among
other things, rescission or in some cases rescissory damages,
desporpenent, amnd shareholder votes on several matters, On
Cetober 23, 2008, the court declined to approve the
parties’ proposed settlement. The defendams’ July 2017
motion to dismiss is still pending.

Currencies-Related Litigation

G58Co. and Group Inc. are among the defendants named
in putative class actions filed in the US, District Coun for
the Southern District of MNew York beginning in
September 2016 on behall of putative indirect purchasers of
foreign exchange instruments. The consolidated amended
complant, filked on June 30, 2017, generally alleged a
conspiracy to manipulate the forcign currency exchange
markets amd asened claims wmler federal and state
antitrust laws and state consumer protection laws, On
March 15, 2018, the Coun granted defendants’ motion to
dismiss, and on October 25, 2018, plaingiffs” motion for
leave to replead was denied as to the claim under federal
antitrust law and granted as to the claims wnder stare
antitrest and  conswmer  protection laws. On
MNovember 28, 20M8, the plantiffs filed a second
consolidared amended complaint asserting cliims under
vanous state antitrust laws and state consumer protection
laws and seeking treble damages in an unspecified amount.
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G5&Co. and Group Inc. are among the defendants named
in an action filed in the U.S. District Court for the Sowthern
District of MNew York on November 7, 2008 by certain
direct purchasers of foreign exchange instruments that
opted out of a class settlement reached with, among others,
GA&Co. and Group Inc. The complaing generally alleges
that the defendants violated federal antitmest laws n
connection with an alleged conspiracy to manipulate the
foreign currensy exchange markets and seeks imjunctive
relief, as well as rreble damages in an unspecified amount.

G5& Co. and Group Inc. are among the defendants named
in twi putstive ¢lass actions filed in the district court of the
Central Dhistrict in lsrael on behalf of direct purchasers of
foreign exchange imstruments. The complaints, filed on
September 11, 2018 and September 29, 2018, respectively,
generally allege a conspiracy to manipulate prices of foreign
exchange nstroments, The second putative class action also
asserts claims based on misuse of the "Lt look™ features of
foreign exchange trading systems,

Financial Advisory Services

Group Inc, and certain of its affiliates are from time to time
pamies  to varions  civil  brigation  and  aebitration
proceedings and other disputes with clients and third
parties relating to the firm's financial advisoey activiries.
These claims generally seck, among  other  things,
compensatory  damages and, in some cases, punitive
damages, and in certain cases allege that the firm did not
appropriately disclose or deal with conflicts of interest.
Underwriting Litigation

Firm affiliates are among the defendants in a number of
proceedings in connection with securities offerings, In these
proceedings, including those described below, the plaintiffs
assert class action or individual claims under federal and
state securnities laws and in some cases other applicable
laws, allege that the offering documents for the securities
that they purchased contained material misstatements and
omissions, and generally seek compensatory and rescissory
damages in unspecified amounts. Cemain of these
proceedings involve additional allegations.

Cobalt International Energy. Group Inc., cermain former
directors of Cobalt International Energy, Inc. {Cobalt), whe
were designated by affilisves of Group Inc., and GS8¢Co.
are among defendants in a putative securities class action
relating to certain offerings of Cobalt's securities, and are
among the parties that have reached a settlememt. On
February 13, 2019, the count approved a settlement of the
claims against the Goldman Sachs defendants, The finm has
paid its full contribution to the settlement fund.

182 Goldman Sachs 2018 Form 10-K

EDINETOOOO

O00OO0000O000000000000dnoOond(eossss)

Adeptus Health. G58Co. is among the underwriters
named as defendants in several putative secuntws class
actions, filed beginning in October 2016 and consolidated
in the ULS, District Court for the Eastern District of Texas,
In addition to the underwnters, the defendants include
certain former directors and officers of Adeptus Health Inc,
{Adeptus), as well as Adeptus’ sponsor. As te the
underwriters, the consolidated complaint, filed on
November 21, 2017, relates ro the 5124 million June 2014
initial public offering, the %154 million May 2015
secondary equity offering, the $411 million July 2045
secondary equity offering, and the $175 million June 20016
secondary equty offering. GS&Co. umderwrote
1.6% million shares of common stock in the June 2014
winal public offenng representing an aggregate offening
price of approximately $37 million, 962,378 shares of
common stock i the May 2015 offering representing an
apgregate offering price of approximately $61 million,
1.76 million shares of common stock i the July 2013
offering representing an  aggregate offering  price of
approcimarely $184 million, and all the shares of common
stock in the June 2016 offering representing an aggregate
offering price of approximately  $175  million. On
April 19, 2017, Adeptus filed for Chapter 11 bankruptey.
On Seprember 12, 2018, the defendants” motions ro dismiss
were granted as to the June 2014 and May 2015 offerings
bur denied as 1o the July 20015 and June 2016 offerings. On
Septemnber 26, 2008, plaintffs  filed an  amended
consolidated complam to remove the dismassed claims. On
December 7, 2018, plaintiffs moved for class certification.

SunEdison. G5&Co. is among the underwriters named as
defendants in several putative class actions and individual
actions filed beginning in March 2016 relating 1o the
August 2005 public offering of $650 million of SunEdizon,
Inc. {SunEdison} convemible preferred stock. The
defendants also include certain of SunEdisen’s directors
and officers. On April 21, 20016, SunEdison filed for
Chaper 11 bankruptey. The pending cases were transferred
to the U.5. District Court for the Southern District of New
York and on March 17, 2017, plaintiffs in the putative class
action filed a consolidated amended complaint. GS&Co.,
as underwriter, sold 138890 shares of SunEdison
convertible preferred stock in the offering, representing an
aggregate offering price of approximately 5139 mallion. On
March 6, 2018, the defendants’ motion to dismiss in the
¢lass action was granted in part and denied in part. On
February 11, 201%, plaintifis’ motion for class cemificarion
in the class action was gramted. On Aprl 10, 2018 and
April 17, 2018, certain plaintiffs in the individual actions
filed amended complaints, The defendams have reached a
settlement with certain plaintiffs in the individual actions.
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Valeant Pharmaceuticals International. G5&Co. and
Goldman Sachs Canada Ine, (G5 Canada) are among the
underwriters and initial purchasers named as defendants in
a putative ¢lass action filed on March 2, 2016 in the
Superior Court of Quebec, Canada. In addition to the
underwriters and initial purchasers, the defendams include
Valeant Pharmaceuticals International, Inc. {Valeant),
certain directors and officers of Valeant and Valeant™s
anditor. As 1o G538 Co. and G5 Canada, the complaing
relates to the June 2013 public offering of 52.3 billion of
common stock, the June 2013 Rule 1444 offering of
%3.2 billion principal amount of senior notes, and the
MNovember 2013 Rule 144A offering of S200 million
principal amount of senior notes. The complaint asserts
clains under the Quebes Securities At amd the Civil Code
of Quebec. On August 29, 2017, the court certified a class
thar includes only non-UL5. purchasers in the offerings.
Drefendants’ motion for leave to appeal the cemification was
denied on MNovember 30, 2017,

Gs&Co. and G5 Canada, as sole underwriters, sold
5,334,897 shares of common stock mn the June 2013
offering to non-U.S. purchasers representing an aggregate
offermg price of approximately 5453 millhion and, as mital
purchasers, had a propoertional share of sales to non-1.5.
purchasers of approxumately CAD14.2 million in principal
amount  of senior notes in the June 2003 and
Movember 2013 Rule 1444 offerings.

Snap Inc. GS&Co. is among the underwriters named as
defendants in putative securities class actions pending in
California Superior Court, County of Los Angeles and the
LS, Distnet Court for the Central District of California
beginning in May 2017, relating to Snap Inc.'s 53.91 billion
March 2017 imntial public offenng. In addion e the
underwriters, the defendants inclisde Snap Inc. and cemain
of s offwers amd directors. GS8:Co.  underwrote
37,040,000 shares of common stock representing an
aggregate offering price of approximately $970 million.
The underwriter defendants, including GS&:Co., were
voluntarily  dismissed  from  the  federal action on
September 18, 2018,

Sea Limited, G5 Asia s among the underwriters named as
defendants in a putative securities class action filed on
Movember 1, 2008 in the Supreme Court of New York,
County of MNew York, relating to Sca Limited's
8989 million October 2017 inital public offering of
American  depository  shares.  In additien to  the
underwriters, the defendants incluede Sex Limited and
certain of s officers and directors. G5 Asia underwrote
28,026,721 American depository shares representing an
aggregate offening price of approximately 5420 million, On
Jamuary 25, 2019, the plaintffs filed an  amended
complaint.
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Investment Management Sarvices

Group Ine. and certain of its affiliares are parties 1o various
civil litigation and arbitration proceedings and other
dspantes with clients relating o losses allegedly sustaived as
a result of the firm's investment management services.
These clainms generally seek, among other things, restitution
or other compensatory damages and, in some cases,
punitive damages.

Interast Rate Swap Antitrust Litigation

Group Inc, GSCCo., G5, G5 Bank USA and Goldman
Sachs Financial Markets, L.P. {GSFM) are amoeng the
defendants named in a putative antitrust class action
relating to the trading of interest rate swaps, filed in
MNovember 200 5 and consolidated in the ULS. District Conn
for the Southern District of New York, The same Goldman
Sachs entities also are among the defendants named in two
antitrust actions relating o the trading of mterest rate
swaps, commenced in April 2006 and June 2018,
respectively, in the U5, Distra Court for the Southern
District of New York by three operators of swap execution
facilities and cenamn of their affiliates, These actions have
been consolidated for pretrial proceedings. The complaints
generally assert claims under federal antitruse Lyw and state
common law in connection with an alleged conspiracy
among the defendams 1o preclude exchange rading of
interest rate swaps. The complaints in the individual actions
also assert clams under state antitrust law, The complaints
seek declaratory and injunctive relief, as well as treble
damages in an unspecified amount. Defendants moved to
dismiss the class and the first individwal action on
Janwary 20, 2007, On July 28, 2017, the disrict coun
issued a decision dismissing the state common law claims
asserted by the plaintiffs in the first individual action and
otherwise limiting the state common law claim in the
putative class action and the antivnest claims in both actions
to the pertod from 2013 to 2016, On May 30, 2018,
plintiffs in the putative class action filed a third
consolilated amended complam, adding allegations as to
the surviving claims. On October 26, 20018, plaintifs in the
putative class action filed a motion for leave to file a fourth
amersded complaint, On November 20, 2018, the courn
granted in part and denied in pan the defendants’ motion to
dsmiss the second individual action, dismussimg the state
common law claims for unjust enrichment and tortious
interference but denying dismissal of the federal and stare
antitrust claims.
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Securities Landing Antitrust Litigation

Group Ine. and GS8Co, are among the defendams named
in a putative antitrust class action and two individual
actions relating 1o securities lending practices filed in the
U5, District Court for the Southemn District of New York
beginning in August 2017, The complaints generally assert
claims under federal antitrust law and state common law in
connection  with an  alleged conspiracy among  the
defendants to prechede the developmemt of electronic
platforms for securities lending transactions. The individual
complaints also assert claims for tonious mterference with
business relations and under state teade practices law and,
in the second individual action, unjust enrichment under
state common law. The complaings seek declaratory and
injunctive relief, as well as treble damages and restitution in
unspecified amounts. Group Inc. was voluntarily dismissed
from the putative class action on Janwary 26, 2018,
Diefendants moved to dismiss the first individual action on
June 1, 2008 amd moved ro dismiss the second indavidual
action on December 21, 2018, Defendants’ motion to
dismizs the clms acnion complant was denied on
Seprember 27, 2018,

Cradit Default Swap Antitrust Litigation

Group Inc., G5&Co., G5, G5 Bank USA and GSFM are
among the defendants named in an antitrust action relating
to the trading of credit default swaps filed in the US.
District Court for the Southern District of New York on
June & 2017 by the operator of a swap excortion facility
and certain of its affiliates. The complaint generally assers
claims under federal and state antitrust laws and state
common law in connection with an alleged conspiracy
among the defendants to preclude trading of credit default
swaps on the plainiffs” swap execution faciliy. The
complaint seeks declaratory and injunctive relief, as well as
treble damages in an unspecified amount. Defendants
moved to dismiss on September 11, 2017,
Commodities-Related Litigation

G5l 15 among the defendants named in putative class
actions relating to trading in platinum and palladium, filed
beginning on Movember 25, 2014 and most recently
amended on May 135, 2007, in the U5, District Court for
the Southemn District of New York, The amended
complaint generally alleges that the defendants violared
federal amtitrust laws and the Commeadity Exchange Act in
connection with an alleged conspiracy to manipulate a
benchmark for physical platinum and palladinm prices and
seek declaratory and injunctive relief, as well as treble
damages in an unspecified amount, Defendants moved 10
dismiss the third conselidasted amended complaint en
July 21, 2017,

184 Goldman Sachs 2018 Form 10-K
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U.5. Treasury Securities Litigation

GS&Co, s amoeng the primary dealers named as defendants
in several putative class actions relating to the market for
LU.5 Treasury securties, filed beginming v July 2005 and
consolidated in the U5, District Court for the Southern
District of New York. G38Cao. is alko among the primary
dealers named as defendants in a similar individual action
filed in the U.5. District Court for the Southern District of
New York on August 25, 2017, The consolidated class
action complaint, filed on December 2%, 2017, generally
alleges thar the defendants violated amirust laws in
connection with an alleged conspigacy to manipulate the
when-issued market and awctions for US. Treasury
securities and that certain defendants, including GS8Co.,
colluded to preclude tracing of U5, Treasury secunties on
electronic trading platforms in order to impede competition
in the bidding process. The mdividual action alleges a
similar conspiracy regarding manipulation of the when-
ined market and avctions, 2 well as related futures and
options in violation of the Commeodity Exchange Act. The
complaints seek declaratory and mjunctive relief, treble
damages i an unspecified amount and restitution,
Defendants moved to dismiss on February 23, 2018,

Employment-Related Matters

On September 15, 20010, a patative class action was filed in
the US. District Court for the Southern District of New
York by three fermale former emplovess, The complaint, as
subsequently amended, alleges that Group Inc. and
GS&Co. have systematically discriminated against female
cmployees In respect of compensation, promotion and
performance evaluations. The complaint alleges a class
consisting of all female emplovess emploved a1 specified
levels in specified areas by Group Inc. and GS&Co. sinee
July 2002, and asserts claimes under federal and New York
City discrimination Lows., The complaint seeks <lass action
status, mjunctive reliefl and wnspeciied amounts of
compensatory, punitive and other damages.
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On July 17, 2012, the district court issued a decision
granting i part Group Ines and GSRCo s moton 1o
strike certain of plaintiffs’ <lass allegations on the ground
thar plaingiffs lacked standing 1o pursue certain equitalle
remedies. and denying Group Inc.'s and G5&Co."s motion
to strike plaintiffs’ class allegations in their entirety as
premature. On March 21, 20013, the U.5. Count of Appeals
for the Second Circuit held that arbitration should be
compelled with one of the named plainnffs, whe as a
managing director was a party to an arbitration agreement
with the firm. On March 10, 20135, the magistrate judge ro
whom the district judge assigned the remaining plaintiffs’
May 2004 monon for class centification recommensded tha
the motion be densed in all respects. On August 3, 2015, the
magistrate judge gramed the plaintffs” motion 1o intervens
two female individuals, one of whom was emploved by the
firm as of 3eprember 2000 and the other of whom ceased 1o
be an emplovee of the firm subsequent to the magistrate
judge's decision. On March 30, 2018, the district courn
certified a damages class as to the plaintifis’ disparate
impact and trearment clams. On September 4, 2018, the
Second Circuit Court of Appeals denied  defendants”
petition for inteelocurory review of the district conrt’s class
certification decision and subsequently denied defendants”
petition for rehearing. On September 27, 2018, plainriffs
advised the district court that they would not seek to certify
a class for injuncrive and declaratory relief.

Regulatory Investigations and Reviews and Related
Litigation

Group Inc, and certain of its affiliates are subject to a
number of other investigations and reviews by, and in some
cases have received subpoenas and requests for documents
and information  from, wvarious governmemal and
regulatory bodies and self-regulatory organizations and
litigation and shareholder requests relating to various
matters relating 1o the firm's businesses and operations,
including:

v The 2008 financial crisis:
* The public offering process;

« The firm’s investment management and  financial
advisory services;

+ Conflicts of interest;

* Research practices, including research independence and
interactions between research analysts and other firm

personnel, mcloding investment banking personnel, as
well as third parties;
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v Transactions involving government-related financings
and other matters, municipal securmies, including wall-
cross procedures and conflict of interest disclosure with
respedt to state and mumicipal clients, the trading and
grocturing of municipal derivative  mstruments  in
connection  with  municipal  offerings,  political
contribution rules, municipal advisory services and the
possible impact of credit default swap transactions on
municipal issuers;

* The offering, avction, sales, trading and <karance of
corporate  and government  securitkes,  CUrrencies,
commaditics and other financial products and relued
sales and other communications and activities, as well as
the firm's supervision and controls relating 1o such
activities, including compliance with applicable short sale
rules, algorithmic, high-frequency  and  guantitative
traching, the firm's U.S, alternative trading system {dark
pooll, futures trading. options trading, when-issued
trading, transaction reporting, technelogy systems and
controls, securities  lending  practices, trading  and
chearance of credn dervative instruments and imterest rate
swaps, commodities activities and metals storage, private
placement practices, allocations of and trading in
securities, and trading activities and communications in
connection with the establishment of benchmark rates,
such as currency rates;

« Compliance with the FCPA;
* The firm"s hiring and compensation practices;
* The firm's system of risk management and controks; and

* Insader rrading, the potential miswse and dissemination of
material ronpublic information regarding corporate and
governmental developments and the effectiveness of the
firm's insider trading controls and informatien barriers,

The firm s cooperating with all such governmental and
regulatory investigations and reviews.
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Note 28.
Employee Benefit Plans

The firm sponsors variows pension plans and certain other
postretirement benefit plans, primarily healthcare and life
insurance. The firm alse provides certain benefits 1o former
of inactive employees prios to retirement.

Defined Benefit Pension Plans and Postretirement
Plans

Employees of certain non-U.5. subsidiaries paricipate in
varsous defined benefit pension plans. These plans generally
provide benefits based on years of credited service and a
percentage of eligible compensation. The firm maintains a
defined benefit pension plan for certain UK, emplovess, As
of April 2008, the UK. defined benefit plan was closed 1o
new participants and frozen for existing panticipants as of
March 31, 201 6. The non-U.%. plans do not have a material
impact on the fiom's consolidated results of operations.

The firm also maintaing a defined benefit pension plan for
substantially  all US. emplovees hired pnor  to
November 1, 2003, As of November 2004, this plan was
closed o new panticipants and frozen for existing
participants. In addition, the firm maintains unfunded
postretirement benefit plans that provide medical and life
insurance for eligible retirees and their dependents covered
under these programs, These plans do not have a2 matenal
impact on the firm's consolidated resuls of operations.

The firm recognizes the funded status of its defined benefit
pension and postretieement  plans, measured as the
difference between the fair value of the plan assets and the
benefit obligation, in the consolidared starements of
financial condition. As of December 2018, other assers
included %462 million (relared to overfunded pension
plans) and ether habilities incleded 5344 million, related vo
these plans. As of December 2017, other assers included
8346 million {related 1o ovedunded pension plansp and
other liabilities included 5606 million, related to these
plans,

Defined Contribution Plans

The firm contnibutes o employer-sponsored LS. and
nron-UL5.  defined  contribution  plans.  The  firm's

comtribution to these plans was 5240 million for 2018,
£257 million for 2017 and $236 million for 2006,

1968 Goldman Sachs 2018 Form 10-K
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Note 29.
Employee Incentive Plans

The cost of employee servicss received in exchange for a
share-based award i generally measured based on the grant-
date fair value of the award. Share-based awards thar do not
require future service (i.e., vested awards, including awards
granted o reticement-eligible employessh are expensed
immeadiately. Share-based awards that require future service
are amortiesd over the rlevam service peniesl. Bffeative
January 2017, forfeitures are recorded when they ocour.
Prier to January 2017, expeaed forfeitures were estimated
and recorded over the vesting period. See Note 3 for
mnformation abow the adoption of ASU No, 20H6-08,

Cash dividend equivalents paid on RSUs are charged to
retained earmings, If RSUs thar require futwre service are
forferted, the related dividend equivalents originally charged
o petanned sarnings are reclassified 1o compensation expense
in the period inwhich forfeiture scours,

The firm generally ssues new shares of commen stock upon
delivery of share-based awards. In cermain cases, primarily
related 1o conflicted employment (as outlined in the
applicable award agreements), the fiem may cash settle share-
based compensation awards accounted for as equity
instruments. For these awards, whose terms allow for cash
settlerment, addinonal pard-in capital & adjusted o the extent
of the difference between the value of the award at the time
of cash settlement and the grant-dage valee of the award,

Stock Incentive Plan

The firm sponsors a stock mcentive plan, The Goldman
Sachs Amended and Restated Stock Incentive Plan {2018}
(2018 SIP}, which provides for grants of RSUs, restricred
stock, dividend equivalent rights, incentive stock options,
nonqualified stock options, stock appreciation rights, and
other share-based awards, each of which may be subject to
performance conditions, On May 2, 2018, sharchoklers
approved the 2018 SIP. The 2018 SIP replaced The
Goldman Sachs Amended and Restated Stock Incentive
Plan (2015} (2015 SIP} previously in effect, amnd applies 1o
awards granted on or after the date of approval. The 2015
SIP had previously replaced The Goldman Sachs Amended
and Restated Stock Incentive Plan (2013) (2013 SIP).

As of Decemnber 2018, 68.2 million shares were available
for grant under the 2018 SIP. If any shares of common
stock underlying awards granted under the 2018 SIP, 2015
SIP or 2013 SIP are not delivered due to forfeimure,
termination or cancellation or are surrendered or withheld,
those shares will become available vo be delivered under the
2018 SIP. Shares available for gramt are also subject o
adjustment for certain changes in corporate siructure a
permitted under the 20008 SIP. The 2018 SIP is scheduled to
termminate on the dare of the annual meeting of sharehobders
that eccurs in 2022,
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Restricted Stock Units

The firm grants RSUs d{incleding RSUs subject 1o
performance conditions) to emplovees, which are generally
valued based on the closing price of the underlying shares
on the date of grant after taking nto account a liquidity
discount for any applicable post-vesting and  delivery
transfer restrictions. RSUs generally vest and underlying
shares of common sock deliver (net of reguired
withholding tax} as outhned in the applicable award
agreements. Award agreements generally provide that
vesting is acoelerated in cemain circumstances, such as on
retirement, death, disability and conflicted emplovment.
Delivery of the underlving shares of commen stock, which
generally occurs over a three-vear period, & conditioned on
the gramtees  satsfyving  cedam  vesting  and  other
requirements outlined in the award agrecments.

The table below presents the 2008 activity related to R5Us,

Wasghied fuarsge
Grant-Lute Far Vale of
Restnctad Snock
Unis Qumsmndieg

HAestriod Scock
Units Qutstand g

Futume Mo Fuun Futasn Mo Funate
Sarce Fariie Foneon Tavice
Fesgrresd Repered  FRequesd Fagqured

Bagmrning balance 4123582 14162828 $181 50 8830

Grantad 3.687.534 5142848 SI20.83 521608
Forectod (#23,164) (196,323) $192.18 5167.92
Cradnvired - (2807887 & - 17240
Vastad (3.826523) 386523 S185.62 518562

Ending balance 2,761,839 13328936 S217.85 $187.27

In the table above:

+ The weighted average gramt-date fair value of R5Us
granted was $218.06 during 2018, 520688 during 2017
and $135.92 during 2016, The fair value of the RSUs
granted included a liguidity discount of 11.9% during
2018, 10.7% dunng 2017 and 10.5% during 2016, 1o
reflect post-vesting and  delivery transfer restrictions,
wenerally of up 1o 4 vears,

The aggrepate fair value of awards thar vested was
§1.72 billion during 2018, 52,14 billion during 2017 and
$2.26 billion during 2016.

The ending balance included restricied stock subject 1o
future service requirements of 1,649 chares as of
December 2018 and 3,298 shares as of December 2017,

The ending balance included RSUs  subject 1o
performance conditions and net subjea 1o future service
requirements of 174,579 R5Us as of December 2018 and
62,023 RSUs as of December 2007,
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In relation to 2008 vear-end, during the first quarter of 2019,
the furm granted to s emploves 11,3 mullion R5Us, of
which 4.0 million RSUs require future service as a condition
of delivery for the related shares of commeon stock, These
awards are subject to additional conditions as eutlined in the
award  agreements.  Generally, shares underlying  these
awards, net of required withholding tax, deliver over a three-
vear perod, but are subject o post-vesting and delivery
transfer restrictions through January 2024, These grants are
ot inchaded in the table above.

As of December 2018, there was $448 mullion of total
unrecognited compensation cost related o non-vested
share-based compensation arrangements. This cost s
expected to be recognioed over a weighted average period
of 1.85 years.

Stock Options

Stock options generally vested as owtlined in the applicable
stock option agreement. In general, options expired on the
tenth anniversary of the grant date, although they may have
been subject o earlier termination or cancellation under
certain circunstances in accordance with the terms of the
applicable stock option ageeement and the SIP in effect ar
the time of grant.

There were no options ourstanding as of December 2018,
There were 210 million options outstanding as  of
December 2017, all of which were exercizable. These options
were granted i 2008 with an exercise price of $78,78 and, as
of December 2007, had an aggregate intrinsic value of
$370 million and a remainim life of 1 vear.

During 2018, 2.10 million options were exercised with a
weighted average exercise price of 578,78, During 2017,
5.86 million options were exercised with a weighted
average exercise price of $139.35, The votal imrinsic value
of options exercised was 3288 million during 2018,
$558% muillion during 200 7 and 5436 million during 2006,

The table below presents the share-based compensation and
the related excess tax benefit.

Your Ended Decanmber
§ i mailions F- () 1 1) b1

Share-based compensation $1.8650 51,512 22,170
Ewmiss il 1ax Danal IPUGNSG S S § B E 135E 78
Excaid fgl ax benell ke sharg-bazed dvards § 288 %5 719 3 147

In the table above, excess net tax benefit for share-hased
awards includes the net tax benefit on dividend equivalens
paid on R3Us and the delivery of common stock underlying
share-based awards, a5 well as the excess net tax benefit for
options  exercised, Following the adoption of ASU
MNo. 200609 in January 2017, such amounts were
recognized prospectively in mcome tax expenss, In prior
vears, such amounts were recognized in additional paid-in
capatal, See MNote 3 for furt her information abouwt this ASLL
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Note 30,
Parent Company

Group Ine. = Condensed Statements of
Earnings

Your Enced Dacarrba
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Group Inc. — Condensed Statements of Financial
Condition

Aol Dacnrrbar

F v el Faald 207 2005 ¥ oy rralhany 0 anT
Rasancies Assets
Dwndands from subsdanas and oihsr afilates Cash and cash eoquisabents

Lif"-l: & 102 ) 53‘? 5 'Ef wilh thed-party banks & 103 % an
| Jenbank 18368 11016 5465 Loans o snd receivsbies from subsidisies
Cthar revenyges {1.378) [2=0a} 165 Eanik 1,019 721
Total Ranmntacest rawnies 1084 11152 GET3 Monbank lincledes £5,467 and 30 at far valu) 2264
lemares | ifaras B817 a5 4180 Ieepirmnanis o subssdanas and other aifises
Irdarest exparse B4 EATE 4043 ik 28,737
Nat intorast ipgs (1480 01,5301 a0 Heonbank 61,481
Tarlal nal fewanins 13587 9EL 52790 Feancal mstruments cwned (ot far valuel 13,541

- (rher assets 3653  Soae

Oparating axpenses .
Compansation and banalits 295 k) 343 Jotel srete $AL006 3346809
hiar et 1.192 478 332 Liabilities and shareholders” aquity
Total operabng sxpanses 143 k] 615 Payablas 10 subsichiniads & Mg 3 1005
Prris- it parmaings 12,106 S0 4555 Fnancal mstruments sokd, but not yel purchased
Prewasiang Ailh Bar taxas LA7H 3408 IR tat fmr valual 81 54
Unegindained amingelioss] of subesdianes snd Linsaseisnid sh e R T

aihar utilales (28 1) 228 2y i parios inclisdes 32 815 and 57 484
T Samangs 10459 4,286 7358 ol fair vabual 26,060 3187
Pratarmed stock dvdands 595 [ am With subsidanas 7588 15609
Nat sarnings applicable to common Unzectrad ng-lem Bommings

sharchaldars $ BBE0 § 00 17007 3 Ore-aches. $16,266 and 318,207

Supplemental Disclosures:

In the condensed statements of carnings above, revenues
and expenses included the following with subsadiaries and
other affiliates:

Dividends from bank subsidiaries included cash dividends
of 576 million for 2008, §525 million for 2017 and
832 million for 2016,

Dividends from nonbank subsidiaries and other affiliates
imcluded cash dwvidends of S10.78 hillion for 2018,
$7.98 billion for 2017 and 53.46 billion for 2016.

(Mher revenves incloded 5(1.6%) billion for 2018,
L2661 million for 2007 and $49 million for 2016,

Imterest  imcome  meluded 56,33 hlhon for 2018,
4 .65 billion for 2017 and 54.08 billion in 2006,

Interest  expense meleded 5239 billion for 20018,
5105 billion for 2017 and $201 million for 2016.

= {hher expenses mcloded 5159 mullion for 2018,
%45 million for 2017 and §1 million for 2014,

Group lnc's provision for taxes for 2017 included
substantially all of the firm's $4.40 billion estimared
income tax expense related to Tax Legislation. During
2018, the fiem finalized this estimate 1o ceflect the impact of
updated information, including subsequent guidance issued
by the IRS, resulting in a 5487 million income tax benefin,
which was primarily included in Group Inc.s benefit for
taxes for 2008, See Note 24 for further information about
Tax Legislation,
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183,121 190,502

With subsdanas 23343 11068
Cibar labuhisgs 3 7oL 4,191
Total habilies 243,820 64000
Commitmants, contingencies and guarantees
Shareholders’ equity
Praderrad stock 11,203
Common shock 9
Share-based meands 2845
Additional paicin capstal 54,005
Fiatamnesd aamings 100,100
At iulabed Sha COMmBashenirad incamallkosi] B3
Srock hekd in traasury, ot bl [FEET0
Togal shaseholdars' equaty 90,185

Total liabilities and sharehalders” aquity 5$334.,005 1'1-55:3'.1:5

Supplemental Disclosures:

Goldman Sachs Funding LLC (Funding IHC), a whally-
owned, direct subsidiary of Group Inc., has provided
Group Inc. with a committed line of credin thar allows
Group Inc. to draw sufficient funds to meet itscash needs in
the ordinary course of business.

Financial mstruments owned mchaded derivative contracts
with subsidiaries of 5683 million as of December 2008 and
8370 million as of December 2017,

Financial instruments sold, but not vet purchased included
derivative contracrs with subsidiaries of $280 million as of
December 2018 and 5218 million as of December 2017,

Az of December 2018, unsecured long-term borrowings
with subsidiaries by maturity date are $22.56 billien in
2020, 591 million in 2021, §74 million in 2022,
566 million in 2023 and 3554 million in 2024-the reafter,
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Group Inc. = Condensed Statements of Cash Flows Supplamental Disclosures:
Cash paymems for interest, net of capitalised interest, were
S9.83 hillion for 2018, 56.31 billion for 2017 and

¥oar Ended Ducembmr £4.91 billien for 2016, and inchaded 53,05 billion for 2018,
Fin mllong _ _ WW 0T WE S160 million for 2017 and $187 million for 2016 of
m:miﬁm cperating activities S104585 42065 7000 payments to subsidiaries.

Acdpusimants 1o fondrke fel afnngs W resl

Cash mentsf{refunds) for income taxes, net, were
cash proviced by operatng octvilies pay | ) .

Lindistrbuted lnarmegeliass af 598} million for 2018, $297 million for 2007 and
subsdarwe s sthar allilsles 28M  1a%d  (2285) %61 million for 2016.
Dasprecation and amartizatn 51 g 02
Draforad mca e Laes [ ) 134 Cash flows related to common stock mpumhmﬂ includes
Sharne-hased cormnparsation 106 182 193 ' . 1
Lossfgain) selhesd to asctinguishmant of common stock repurchased i the prior period for which
unsacurwd Barrwings (s} (114 3 settlement occurred during the current period and excludes
Changas il coeralng a5eets and babites - : . :
Financis Inataments cwned Huchung common stock repure hasa.'_d during I:J'.u.f current penod for
P [LBSTF o) Em) which settlement eccurred in the following period.
Frraistul ires tumnanils sold, Bul fal sl L .
purchased ! 21 en am Mesecash aetivities dirig the vear endod Decomber 2018;
Cithar, nat 1,804 [FiTr] 7 .
Tt b, o] by paiahig Scimiies e now sc ¢ Group Inc. restructured funding for Goldman Sachs
Cash flowes Trom imvosting activities Group {UK) Ltd. and Goldman Sachs International, both
Purchase of proparty, asehokd ) wholly-owned subsidiaries of Group Inc., which resulted
ET e 1 80 Uit {531 863 {7l §

RepaymantNissyancedt of Short-taem baans i a net increase in loans to subsidiaries of $5.71 billion

to subsidiarios, ned 10,828 (14,415) (3,004) and a decrease in equity interest of $5.71 billion.
Pt uancs of tadm kaans 15 dubsdares {30,338} 142 224) 28,450
Fapaymants of e kans by subsdanes 75,956 ?2:.?:1\ 3205 + Growp Inc. exchanged 5150 mallion of labilities and
?;:?ﬁnnt“l:'rr:::ﬂcf niributions tod e e - 546 m:tui‘:r“ ﬂiml‘?m deferred tax assers for $104 I'|i|.i|lli?0l'i
subsidianes, ra 1,807 | (.765) of equity imterest in G58Co., a wholly owned subsidiary
Mot cash proaiced bylused fork mvestng of Crroup Inc.
BCIn S B,0B2 140,773 13EN) - .
Mnmr:n Mbg'“ aetivitias v Group Inc. exchanged 535 million of Trust Preferred
Unsacured shortemn borrowings, nat ot . g H
With third partes - nsary  wza 7 Securities and  common  bemeficial imersses for
Wilhy sibrxie nes 88 7078 20 535 million of cetain of the Group Inc's junior
Proceods from ssmnce of lngterm subordinared debr.
boamomaings 26,167 43917 40,708
Fiapanymant of keng-barm bodmowings, Newrecash activities during the vear ended Docewrber 2017
_ including the currant portien (LA Z7.025) (33314
Furchis o AFEX, sict quacinieed e gy Group Inc. exchanged S84.00 billion of certain loans to
e prbei i ity dea o and receivables from subsidiaries for an $84.00 billion
Corumeen stock ropusthased {3204} (57720 1807 umsecured  subordinated  note  from  Funding IHC

Sattiernant ol share-based swirds n

satsfachon of withholding tax regueremends  {1,198) 2223 (1)
Drdends and dyedend egembants pied on

COMIMoN 00cEL pralamed snoack sd

{included in loans to and receivables from subsidiaries).

Group Inc. exchanged $750 million of its cquity interest

shira-bosed manis (LG (17TEE [ T0E in Goldman Sachs (UK) L.L.C, (G5 UK}, a wholly-owned
Froceots from s unce o prodared steck, subsidiary of Group Inc., for a $750 million loan to GS
rt of issusnce costs - 4% 1309 UK
Procesds from ssu@nce of common stock, "
Ludhrt s - . s 7 -
Camlding Srniciss of shars basad meands i o © + Group Inc. exchanged $237 million of Trust Preferred
Fat carih prowiaed byflused fofl Tmancng Securities  and  common  beneficial  imterests  for
BT {1B.880h 75 151 T §24% million of Group Inc.’s junior subordinated debs.
Mol monasatidecnidare] i cash et Gish . i

aquaants 65 (w043  LT4S Nemp-cash activities during the vear endid Decewdber 2016
Cash and cash aguwnlants, baginning hafance a8 20m x .
Cash and cash equivalents, ending bal & 1011 3E § X091 + Group Inc. exchanged 5104 billion of APEX for

51.31 billion of Series E and Series F Preferred S1ock. See
Mote 19 for further information.

» Group Inc. exchanged 5127 million of sentor guaranteed
trust securities for 5124 million of Group Inc.'s junior
subordinated debt.
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THE GOLDMAN SACHS SROUP, INC AMD SUBSIDIARIES

Management’s Report on Internal Control
over Financial Reporting

Management of The Goldman Sachs Group, Ine., together
with its consolidated subsidiaries (the firm), is responsible
for establishing and maintaming adequate intermal control
over financial reporting. The firm's internal contral over
financial reporting s a process designed under the
supervision of the firm's principal executive and principal
financial officers to provide reasonable assurance regarding
the reliabality of financial reporting and the preparation of
the firm's financial statements for external reporting
purposes in accordance with US, genesally accepred
aceounting principles,

As of Decemnber 31, 2018, mansgement conducted an
assessment of the fiem's internal contrel over financial
reporting based on the framework established in Iniersal
Comtred — Integrated Framework (20030 isswed by the
Committes of Sponsoring Organizations of the Treacdway
Commission  {COS0). Based on  this  assessment,
management has determined that the firm's intemal control
over linandial reporting as of December 31, 2018 was
effective,

162 Goldman Sachs 2098 Forrn 10K
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Owrr internal control over financial reporting includes
policies and procedures that pertain to the maintenance of
records that, in reasonable detail, accurately and fairly
reflect transactions and dispositions of assets; provide
reasonable assurance rhar transactions are recorded as
necessary 10 permit prepacation of financial statements in
accordance with US. generally accepred  accounting
principles, and that receipts and expenditures are being
made only in accordance with authorizations of
management and the dicectors of the firm: and provide
reasonable assurance reganding prevention or timely
detection of unauthorized acquisition, use or disposition of
the firm's assers thar could have a marerial effect on our
financial statements.

The firm’s internal control over fiancial reporting as of
December 31, 20018 has been  andited by
PrcewaterhouseCoopers LLP, an independent repistered
public accounting firm, as stated in their repon appeanng
on page 103, which expresses an ungualified opinion on the
effectivencss of the firm’s internal control over financial
reporting as of December 31, 2018,
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Report of Independent Registered Public Accounting Firm
To the Board of Directors and the Shareholders of The Goldman Sachs Group, Inc.:

Opinions on the Financial Statements and Internal Control over Financial Reporting

We have audited the accompanying consolidated statements of financial condition of The Goldman Sachs Group, Inc. and its
subsidiaries (the Company) as of December 31, 2018 and 2017, and the related consolidated statements of earnings,
comprehensive income, changes in shareholders' equity and cash flows for each of the three years in the period ended
December 31, 2018, including the related notes (collectively referred to as the “ consolidated financial statements”). We also
have audited the Company's internal control over financial reporting as of December 31, 2018, based on criteria established in
Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO).

In our opinion, the consolidated financial statements referred to above present fairly, in al material respects, the financial
position of the Company as of December 31, 2018 and 2017, and the results of its operations and its cash flows for each of the
three years in the period ended December 31, 2018 in conformity with accounting principles generally accepted in the United
States of America. Also in our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of December 31, 2018, based on criteria established in /nternal Control — Integrated Framework (2013)
issued by the COSO.

Basis for Opinions

The Company's management is responsible for these consolidated financial statements, for maintaining effective internal
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, included
in the accompanying Management's Report on Internal Control over Financial Reporting. Our responsibility is to express
opinions on the Company's consolidated financial statements and on the Company's internal control over financial reporting
based on our audits. We are a public accounting firm registered with the Public Company Accounting Oversight Board (United
States) (PCAOB) and are required to be independent with respect to the Company in accordance with the U.S. federa

securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform
the audits to obtain reasonabl e assurance about whether the consolidated financial statements are free of material misstatement,
whether due to error or fraud, and whether effective internal control over financial reporting was maintained in all material

respects.

Our audits of the consolidated financial statements included performing procedures to assess the risks of material misstatement
of the consolidated financia statements, whether due to error or fraud, and performing procedures that respond to those risks.
Such procedures included examining, on atest basis, evidence regarding the amounts and disclosuresin the consolidated
financial statements. Our audits also included evaluating the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of the consolidated financial statements. Our audit of internal
control over financia reporting included obtaining an understanding of internal control over financial reporting, assessing the

risk that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control based
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on the assessed risk. Our audits also included performing such other procedures as we considered necessary in the

circumstances. We believe that our audits provide a reasonable basis for our opinions.

Definition and Limitations of Internal Control over Financial Reporting

A company'sinternal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statementsfor external purposes in accordance with generally
accepted accounting principles. A company's internal control over financial reporting includes those policies and procedures
that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statementsin accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or

disposition of the company's assets that could have a material effect on the financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate

because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

/s PRICEWATERHOUSECOOPERS LLP
New York, New Y ork
February 25, 2019

We have served as the Company's auditor since 1922.
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