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FOMC.
® Lowered our 12-month US recession probability to 25% (from 30%) as economic
activity has held up well and our financial conditions index has eased back below

pre-lran war levels.

® Raised our YE26 2y/5y US Treasury yield forecasts to 3.40%/3.65% (from
3.20%/3.55%) to reflect the later Fed cuts we now expect.

®m Revised our Euro area inflation forecasts to reflect the broadening impact of
higher energy prices and now expect a higher and later core inflation peak of
2.7% yoy in 2Q27 (vs 2.5% in 3Q26 previously).

® Raised our 2026 full-year China headline PPl inflation forecast to 2.0% yoy (vs.
1.2% previously) following stronger-than-expected April PPl inflation data.

B Lowered our 3/6/12m USD/CNY forecasts to 6.80/6.70/6.50 (from
6.85/6.80/6.70) as China’s deep levels of export competitiveness and its still
highly undervalued currency should lead to continued CNY strength.

®m Raised our YE26/YE27 10y Japanese Government Bond yield forecasts to
2.5%/2.25% (vs. 2% for each previously) to reflect a more durable increase in risk
premium amid fiscal and inflation risks.

B Raised several of our Asian equity targets, including raising our 3/6/12m MXAPJ
index targets to 900/940/990 (from 830/870/920) to reflect stronger earnings
driven largely by tech hardware and semiconductors.

Watching

B  WATCH THE IRAN WAR. The situation remains fluid as the Iran war ceasefire
remains fragile and oil flows through the Strait of Hormuz remain very low, with
risks to economies and markets growing the longer these supply disruptions
continue.

®m  Globally, we expect real GDP growth of 2.4% yoy in 2026 amid growing
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headwinds from higher energy prices owing to the Iran war. We expect global core
inflation to decline to 2.5% by the end of 2026, reflecting a fading tariff boost and
further normalization in shelter and wage inflation but a boost from higher energy
prices.

In the US, we expect real GDP growth of 1.9% on a Q4/Q4 basis in 2026, reflecting a
drag from higher oil prices and elevated geopolitical risk. We expect core PCE
inflation to fall to 2.7% yoy by December 2026, as the tariff boost fades and wage
and shelter inflation continue to cool, though higher oil prices and Al-related price
pressures provide some offset. We expect the unemployment rate to end 2026 at
4.6%.

We expect the Fed to deliver two final 25bp cuts in December 2026 and March
2027 for a terminal rate range of 3-3.25%, but we see a reasonable chance that the
Fed remains on hold indefinitely.

In the Euro area, we expect below-potential real GDP growth of 0.5% on a Q4/Q4
basis in 2026, reflecting higher energy prices and tighter financial conditions owing
to the Iran conflict. We expect core inflation to rise to a peak of 2.7% yoy in 2Q27
amid higher energy prices before gradually declining to 2.0% by end-2028.

We expect the ECB to deliver two 25bp hikes this year in June and September to a
peak policy rate of 2.5% before cutting back to 2% in 2027.

In China, we expect real GDP growth of 4.7% yoy in 2026 as resilient export growth,
continued government policy easing, and a decreasing drag from the ongoing
property market downturn offset headwinds from higher energy prices and sluggish
domestic demand. We expect CPI/PPI inflation to rise to 1.0%/2.0% yoy this year
largely owing to higher global commodity prices.
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« Top of Mind: Our flagship monthly publication, taking a deep-dive into the
macroeconomic issues on the minds of our clients.

» Exchanges at Goldman Sachs: We bring together experts from around the firm and
beyond to discuss developments shaping industries, markets, and the global economy.

« What’s Top of Mind in Macro Research: A weekly audio snapshot of the macro
themes we’re watching.
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