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The aggregate market value of the voting stock held by non-affiliates of the Registrant at September 1, 2006 was
approximately $3,947,539.

The number of shares of Registrant's Common Stock outstanding on September 1, 2006 was 4,644,164.

Portions of the Audited Financials Statements for the year ended June 30, 2006 are incorporated by reference in Part II
of this report. Portions of the Proxy Statement of
Registrant dated September 15, 2006 are incorporated by reference in Part III of this report.
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                                                                                                                                      PART I

Item 1. BUSINESS
General
Hydromer, Inc (the “Company”) is a bio-polymer research and development company organized as a New Jersey
Corporation in 1980 for the purposes of developing polymeric
complexes for commercial use in the medical, commercial, cosmetics and veterinary sciences markets.

Until September 1982, approximately 99% of the outstanding common stock, without par value (the “Common Stock”),
of the Company, was owned by Biosearch
Medical Products Inc. (“BMPI”), which in turn was controlled by Manfred Dyck, who is the Company’s current Chief
Executive Officer, Director and the Chairman of the Board.
On September 16, 1982, BMPI distributed its shareholdings in the Company pro rata to the holders of its common
stock. In connection with this distribution, the Company granted to
BMPI an exclusive, worldwide perpetual, royalty-free license for the use of Hydromer technology in connection with
the development, manufacture and marketing of
biomedical devices for enteral feeding applications. On February 4, 2000, the Company acquired all outstanding stock
of BMPI for $0.20 per share, and now manages BMPI as a
subsidiary.

The Company owns several process and applications patents for Hydromer® coatings (“Hydromer”). These polymers
become extremely lubricious (slippery) when wet.
Techniques have been developed for grafting or applying this substance onto a broad variety of materials, including
other polymers like polyurethane, polyvinyl chloride,
and silicone elastomers, ceramics and metals. The Company has also been issued patents for permanent anti-fog
materials, hydrophilic polyurethane foams,
hydrophilic polyurethane blends, hydrophilic polyvinylbutyral alloys, several biocompatible hydrogels and an
anti-bacterial medical material. Currently, the Company has
two patent applications pending. The Company continues to actively evaluate other new market opportunities for its
polymer technology specifically in neurology and cardiology.

The Company also owns various trademarks, including AQUADAPT®, a medical hydrogel, AQUAMERE®, a water
resistant film former product with cosmetic applications,
AQUATRIX®, a cosmetic hydrogel, Dermaseal®, a dermal barrier film product for the prevention of contact
dermatitis, Sea-Slide®, a coating for watercraft hulls, and
T-HEXX®, a barrier teat dip product for the prevention of mastitis in dairy animals.

The Company’s patents are typically broad based, having a multitude of different applications across various
industries. Accordingly, the Company currently
operates in the medical, commercial, cosmetics and veterinary sciences markets.

MEDICAL

From its inception in 1980 to mid-1984, the Company was primarily engaged in R&D activities related to Hydromer
coatings used on medical devices. Since then and
until the acquisition of BMPI, the Company’s business in the medical field consisted of the sale of lubricious coatings
and the licensing of its lubricious coating
technologies. With the acquisition of BMPI in February 2000, the Company now offers a horizontally integrated
breadth of services including medical device
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manufacturing, contract coating, equipment building and design, and as of more recently, R&D servicing and
government contracts.

The Company continues to focus on its coatings technologies as the nucleus of its participation in the medical field.
As of June 30, 2006, the Company has three
patents pending, one on an anti-microbial coating and two on teat dip technology. The Company was granted a patent
on water-based lubricious coatings in fiscal 2006.

HYDROMER® Lubricious Coatings

When treated with Hydromer polymers, a medical device becomes very slippery when wet, allowing for easy insertion
into any orifice of the body, in penetration of the
skin or for device-on-device (i.e. guidewire-catheter) use. Hydromer coatings are permanently bonded to the device
unlike silicone lubricants, which must be applied
after each use and are often left behind in the bloodstream and body cavities. Hydromer coatings can also be coated on
complex surfaces and on the inside walls of
devices, unlike the treatments by major competition. Hydromer has also been shown in numerous studies to reduce the
risk of thrombogenesis or clot formation on devices.
Drugs and other substances can be readily incorporated into Hydromer, both in a bound and unbounded fashion,
allowing for controlled release from the device for
therapeutic purposes or the creation of permanent biocidal or biostatic surfaces. The Company believes that the
polymer-water interface of Hydromer provides surface
lubricity superior to the quality of other currently marketed silicone-based lubricants to treat medical devices.

Option and License Agreements

A portion of the Company's revenues is derived from option and license agreements (see “Patents and Trademarks”
section). Option agreements provide customers the
right for a finite period of time (i) to use the Hydromer process to determine whether the customer's products lend
themselves to treatment with the process and (ii)
to test market such products. The option agreements have also given the customers the right to subsequently enter into
a license agreement with the Company
and to the market product(s) treated with Hydromer, which typically provides the Company an initial flat fee,
followed by periodic royalty payments based on sales.

The Company has previously reported license agreements in effect and expiring relating to applications of the
Hydromer as follows: Annual Report on Form 10-K for the
fiscal years ended June 30, 1983 through 1996 and Form 10-KSB for fiscal years ended 1997 through 2005.

As of June 30, 2006, the Company has license agreements with seven companies covering the application of
Hydromer coatings to the following devices: enteral feeding
products, guidewires, certain urological devices, infusion microcatheters, central venous catheters, guiding and
umbilical catheters, razor
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cartridges (non-medical related), orthodontic accessories, angioplasty balloon catheters, embolization delivery
devices, inter/intra-ocular lenses and biliary
and pancreatic stents. The Company is actively seeking new licensing opportunities.

Licensee/Application
Applied Medical - certain urological and vascular devices

Corneal, Ltd. - inter-ocular lenses

Eveready - Schick / Warner / Wilkinson Sword Ltd. - razor cartridges

Gallini - certain urological devices

MXM - intraocular lens inserter systems

Nemed - inter-ocular lenses

Tyco International / Kendall HealthCare Products - certain urological devices and enteral feeding systems

Supply and Support Agreements

In order to avail our customers to a continued material source or of technical support on our products, certain supply
or support agreements may be entered into.
Depending on the specific requirements of each agreement, the Company would provide continued support in terms of
product availability or technical know-how,
some including the escrow of formulas or data with independent agents.

Hydrogels, Drug Delivery, Wound Dressing

Applications of the Company’s Hydrogels are being developed for wound care, implants, drug delivery, burn care,
conductive hydrogel electrodes, ultrasonic
couplants and cosmetic uses for several customers. The Company is also identifying strategic partners to offer
hydrogel coating services to clients who does
not have rolled goods coating capability and to license Hydrogel technology for cosmetic and medical use, including
drug release.

The Company’s hydrogel technology offers biocompatibility, flexibility, and ease of use and processing. It also allows
for the stabilization of biomolecules, cell cultures,
drugs and other active substances without potentially damaging external energy sources. It is absorbent, inherently
self-adhesive but peels away cleanly and is naturally
soothing. Other than our bio-adhesives and medical coatings, which are one part systems, to form the gel entails
simply to mix the two parts together - no heat, no chemical
cross linkers nor expensive high energy processing is required. Many competitive technologies are much more process
intensive and require external energy to crosslink.
The Company believes these products are synergistic to our existing hydrogel technologies, and offer further
opportunities in electrodes and internal and topical
actives delivery. The Company has a pilot coating machine to facilitate the commercialization of its hydrogel
technologies. The Company is exploring other medical and
dental as well as cosmetic applications for this technology.
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Aquadapt® is the Company’s hydrophilic polyurethane foam technology. The Company has 510K approvals from the
FDA for medical use applications in the U.S.
The Company also has a patent on its chitosan-PVP hydrogel technology as well as patents granted in 2000 and 2002
on polyaldehyde hydrogels.

OEM Medical Devices

Through its Biosearch Medical Products subsidiary, ISO 13485 certified and FDA registered, the Company offers
510K/CE marked medical devices. The current product
portfolio includes: bipolar coagulation probes; jejunal, enteral and biliary catheters and stents; feeding accessories;
guidewires; biofeedback devices for fecal and urinary
incontinence; and endoscopic accessories. The Company also contract manufactures products for several large
multi-national marketers of medical devices on an OEM basis.

HYDROMER® Coating Services

The acquisition of BMPI allowed for the Company to realize another venue of revenues: Coating Services. Utilizing
the acquired medical device manufacturing know how
and by applying its coatings technologies, the Company began offering Coating services, in which the Company coats
third party devices with its own lubricious coatings.
The Company’s knowledge in coatings technologies allows for it to coat various types of material, such as silicone,
stainless steel, Pebax and polypropylene cost effectively,
whereas some of the competition is unable to. A global client is using this service in the urology market.

The Company continues to expand its activity in Coating services and is actively seeking new opportunities to provide
contract development, coating and manufacturing
services to the medical, commercial and personal care industry, utilizing its Hydromer and Anti-Fog coating
technology and expertise. The Company further continues to
believe that these services will enable a broader range of customers to use our materials in market on accelerated
timelines in a more cost effective manner.

R&D and Engineering Services

The medical device market continues to undergo a shift toward consolidation by very large multi-national players with
small, entrepreneurial start-up companies looking to
exploit niche opportunities or unique device designs. The Company’s experience and knowledge can significantly
speed development, assessment and market readiness for
our clients, large and small through its research and development and engineering services.

For example, for medical devices such as coronary stents and brain catheters, the Company can develop the coatings,
including drug eluting coatings, establish the manufacturing
protocols, design and build the coating equipment, start up scale prototype production and eventually transfer the
process assisting the customer in the transition.

The Company believes that offering prototyping, process development and small-medium scale coating/
manufacturing services is fundamental to the expansion of the
Hydromer coatings business, and a strategic imperative. The Company will endeavor to become a “one stop” supplier of
high performance coatings and services.
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INDUSTRIAL/COMMERCIAL

Hydromer Anti-Fog/Condensation Control is an optical coating which prevents the accumulation of vision-obscuring
condensation under high humidity conditions.
The Company is selling this material in bulk to manufacturers of greenhouse panels, refrigerator freezer doors,
industrial and medical safety and swim goggles,
aircraft windows, automotive headlight assemblies and gauge and meter manufacturers in the U.S. and internationally,
including China.

The Company also offers Sea-Slide®, a Hydromer-based drag reducing coating that reduces friction between hull and
water, and can be used over most anti-fouling paints.
A U.S. patent covering this coating and other potential uses was issued in 1987. Independent testing has confirmed
that this technology significantly improves fuel
economy and the hull speed of watercraft. Sea-Slide is marketed through HammerHead Products, Inc., via an
exclusive distribution agreement.

COSMETICS

The Aquamere® series of the Company’s cosmetic intermediaries are sold to major cosmetic companies worldwide for
use in hair dyes, hair conditioners, mascaras, eye shadows,
sunscreens and body lotions. They are currently in test for use in shampoos, hair styling aids, OTC dermal drug
delivery and topical disinfectants. The Aquamere series of
cosmetic polymer solutions, introduced in 1988, are both aqueous and hydro-alcoholic based systems. They are also
offered with cationic and silicone grafted modifications.
Formulations have also been developed internally utilizing this technology and are being offered for sale as turnkey
products to smaller marketers of personal care products.

The Company’s Dermaseal® line, a patented film-forming hydrogel technology, is currently being sold to major
cosmetic companies as a base for foundations and other skin
care products. It is also being tested for use in broader skin care, cosmetic and OTC drug delivery. Dermaseal is the
registered trademark for barrier film compositions,
patented in fiscal 2000 along with the method for preventing contact dermatitis. Clinical testing has demonstrated that
these compositions protect the user from the effects
of contact with poison ivy, oak or sumac plant allergens. Technical testing has also demonstrated protection from latex
proteins, nickel and other contact allergens.

In 2006, the Company added a unique anti-microbial polymer to its product line. When used for beauty cosmetics,
contamination and infections can be reduced.

VETERINARY SCIENCES

In Fiscal Year 1999, the Company’s polymer technology was used to launch the Company’s entry into the Animal
Health field to combat clinical and sub-clinical mastitis, a
problem that costs U.S. Dairy farmers an estimated $3-5 billion per year.  Marketed under the T-HEXX® brand,
initially through U.S. licensees, the T-HEXX Barrier Dips and Sprays
offer dairy farmers exceptional value and unsurpassed protection as the first no-drip and water resistant barrier
products on the market preventing environmental water
containing mastitis-causing organisms, including mycoplasma, from reaching the teat surface. The Company has
received three patents for its unique barrier teat dip compositions
with an application on a fourth patent pending.
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The annual U.S. market for barrier teat dips is estimated to be $100-130 million at the farm level.  The T-HEXX
Barrier products contain protocol-proven active ingredients that
kill mastitis-causing bacteria within 30 seconds of contact while continuing to remain active up to 12 hours later.
T-HEXX Barriers are superior performers in its niche market
while priced comparably or less than barrier dip products manufactured by the leading sanitary chemical companies in
the world. Our products are compatible with existing
mechanical equipment and milking procedures and most importantly, are easily removed using traditional pre-milking
methods. Based on field tests, our product has
been demonstrated to stay on the cow teat better than the competition, protecting the cow during the complete 8-12
hour milking cycle.

In fiscal 2002, the Company launched a complementary product, T-HEXX® Dry Teat Protection Sealant, to protect
cows during the non-lactation (“dry cow”) period. T-HEXX
Dry is used as a non-irritating low-cost sealant during the dry-off and the critical pre-calving period where it is
estimated that over 50% of new mastitis cases are believed to start.
T-HEXX Dry is the first dry cow dip product with an antimicrobial that remains on the teat for 3-7 days. Clinical
studies show that T-HEXX Dry is impervious to
National Mastitis Council (NMC) recognized mastitis-causing organisms for seven days, yet is comparably priced to
existing dry cow teat sealants that does not offer such
 protection. Our product is suggested to be used on cows just prior to their release to the dry cow pen, in conjunction
with existing antibiotic therapy or internal teat sealants.
 In fiscal 2004, two customers launched our Dry product under their private-label name, reflecting the strength of our
product.

Patent pending and under development is a T-HEXX teat plug, which when launched, would allow the Company to
provide complete protection against mastitis for the
entire bovine working cycle.

The Company has invested significantly in clinical research, patents, promotion, vendor partnerships and advertising
via print media, trade shows and the Internet to
support this business and continues to do so. In fiscal 2004, the Company initiated a claim against a former licensee
and other parties citing infringement on the
Company’s patented technology in this area. In total, through June 30, 2006, the Company spent approximately
$510,000 ($257,000 in fiscal 2006) in direct legal costs,
which has been expensed in the related year’s results. Settlement was made in early calendar 2006, with the discounted
value on $300,000 recorded in Other Income.

Products

Coating solutions for use on medical devices, cosmetic intermediaries, hydrogels and teat barrier dips/sprays are
manufactured and sold by the Company to its licensees
and others. The Company is selling bulk quantities of anti-fog solution to manufacturers of greenhouse panels,
refrigerator freezer doors, swim goggles, industrial safety
equipment, aircraft
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windows and meter covers, both in the U.S. and foreign countries. The Company also sells OEM medical devices
through its Biosearch Medical Products subsidiary.

The Company has no long-term contracts with any of its suppliers and believes that there are adequate alternative
sources of supply available for all raw materials that it currently uses.

Dependence Upon Customers

The Company derives its revenues from two primary business segments: (1) polymer research and the products
derived there from, and (2) the sales of medical products.
During the fiscal years ended June 30, 2006 and June 30, 2005, the Company recognized revenues from two major
customers: Johnson & Johnson’s Cordis Division and
Cook Endoscopy, formerly Wilson Cook Medical, Inc.

Product sales and/or royalty payments and support fees from these customers accounted for 32% and 29% of the
Company’s total revenues for the years ended June 30, 2006
and June 30, 2005, respectively.

Potential Applications

The Company continues to explore other applications of the complexing capabilities of polymeric substances, such as
anti-microbial agents. The Company currently is
working on further applications of its patented technologies to existing products of other companies, including
cosmetics, wound dressings, personal care and a wide
variety of medical devices, including vascular stents. Some of these products and applications are in the preliminary
development stage and are subject to substantial
further development before their feasibility can be verified.

On the basis of its market analyses, as well as laboratory and in-vitro testing of certain applications of Hydromer, the
Company believes that Hydromer's potential product
applications, classified with reference to salient Hydromer characteristics, are as follows:

1. Low Coefficient of Friction. Hydromer is a hydrophilic coating which when contacted by water becomes extremely
lubricious. The Company believes that this unique
feature would prove beneficial to any medical device that is inserted into the body. Medical products that would so
benefit include:

urinary products - urethral catheters, stents and urinary drainage systems;

rectal products - enemas, rectal tubes, examination gloves and proctoscopy devices (disposable);

nasal/oral products - suction catheters, oxygen catheters and endotracheal tubes;

cardiovascular and related products - grafts, cardiac assist catheters heart-lung tubing, stents.

2. Ability to be Complexed with Other Functional Chemicals. The Hydromer hydrophilic polymer coating can be
complexed with other chemicals. For example,
Hydromer coating complexed with iodine forms an effective anti-microbial barrier. The Company believes that this
unique feature would lend itself to application on a
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wide variety of currently marketed medical products, including vascular stents, Foley catheters, wound drains, wart
and corn dressings, burn dressings, intravenous
catheters, surgical dressings and adhesive bandages. One of the Company’s recent patents in the coating area, issued in
April 2000, involves the covalent bonding of
infection resistant materials into the coating, providing a non-leaching, anti-infective surface. The Company was also
granted a patent in July 2003 for covalently
bonded radio-opaque polymeric compositions to improve the radio-opacity of materials without needing high solid
loading, metal plating or ion implantation for applications
 like stents and vascular catheters.

3. Cross-link Density Can be Controlled. The Hydromer hydrophilic polymer coating, through controlled
cross-linking, has been further developed into a special anti-fog
coating. Such a coating is (a) resistant to fogging under a wide range of temperature/humidity conditions; (b)
transparent and has heat/light stability; (c) long lasting,
i.e., will not chip or peel and offers more scratch resistance than do most commercial plastics; (d) inert to most
commercial glass cleaners; (e) less prone to static
dirt pickup; and (f) applicable by dip, spray or roll coating. A U.S. Patent for this material was first issued to the
Company in August 1984 (patent expired). This
anti-fog product has use on greenhouse panels, refrigerator freezer doors, sports goggles, windows, mirrors and other
products, either by direct application or by
coating of an adhesive backed film.

Research and Development

The Company's research and development activities presently are, and during the next year are expected to be devoted
primarily to the development and enhancement of the
 products described above and to the design and development of new products, either for its own account, jointly with
another company or strictly as a sub-contractor.
The Company sponsors all of such activities from its own internal funding or through charges to the contracting
company. The major portion of R&D expenses was
applied toward salaries and other expenses of personnel employed on a regular basis in such work. See the
"Employees" section.

Competition

The Company considers the most significant competitive factors in its market for its patented coatings to be product
capability and performance (including reliability
and ease of use), in addition to price and terms of purchase.

The Company currently owns nineteen process and applications patents for Hydromer coatings (see "Patents and
Trademarks"). Although the medical products
market is highly competitive, the Company does not believe that there is any other product available which performs
functions significantly better than those
which are performed by the Company in terms of lubricity, complexing capabilities, durability and cost.

While management believes the Company has a strong position in the market for medical device coatings in which it
competes, and that its hydrophilic foam,
 anti-fog coatings and hydrogel products are technologically superior to other products in the market, there can be no
assurance that alternatives, with similar
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properties and applications, could not be developed by other companies. The Company is aware that there are other
similar
technologies available and/or being developed by others. The industry in which the Company competes is
characterized by rapid technological advances
and includes competitors that possess significantly greater financial resources and research and manufacturing
capabilities, larger marketing and sales staffs
and longer established relationships with customers than the Company does, at present or will for the foreseeable
future.

Marketing

The Company markets its products and services through five principal means:

1. Commercialization of its existing technologies: The Company intends to expand its efforts to market its current
technology to the medical, industrial, personal
care and veterinary sciences markets. The Company has expanded its capabilities to prototype and manufacture for
customers to demonstrate the value of Hydromer
 technology. The Company will also seek opportunities to apply its technology in new applications where the
technology will offer a benefit. Further, the
Company will seek customers for technologies that have been developed but are not currently generating revenue,
capitalize on the technology that has been
created through its R&D efforts and to expand the application of current technologies.

2. Sale of Development Services: The Company intends to continue moving its effort away from straight technology
licensing and toward contract product
development, contract manufacturing and coating services (see “5. Coating Services”). The Company has significant
expertise in polymer development and applications.
By exhibiting at an increased number of trade shows in the medical device fields, the Company expects to generate
interest in its technology and products, with a view
toward acting as an outside product development arm and development supplier for companies in these fields.

3. Joint Development: The Company will continue to seek joint development programs, co-marketing programs and
other business arrangements with potential partners.

4. Licensing: The Company will continue its endeavors to license its technology to current market leaders in the
medical device, pharmaceutical and other fields, whereby
the Company will grant exclusive or non-exclusive rights for the Hydromer coating treatment of existing or new
products, and the development of specific products
utilizing its foam and hydrogel technology under its patents. In return, the Company generally would earn royalties
based on sales of such treated or new products.
 Such licenses will usually be very narrow. The activities leading to the consummation of a license agreement
normally are lengthy and require establishing a
scientific dialogue with potential customers, treating samples supplied by that customer with Hydromer coatings,
determining if the treatment is feasible and cost
effective, testing the coated products in a laboratory and then negotiating a mutually acceptable option agreement. An
option fee may be paid by the customer which
 would give the customer exclusive rights to use the Hydromer treatment on the specified product for a specified
period. During such period, the optionee can test market
the coated product and/or determine its ability to treat the product in its own manufacturing process. If the customer
determines that the subject product should be treated
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with Hydromer coating on a commercial basis, it may either perform the Hydromer coating treatment itself under a
license agreement with the Company, through the
Company’s Contract Coating unit or it may have a third party perform the Hydromer coating treatment.

5. Coating Services: The Company will serve the customer who needs products coated with lubricious or anti-fog
coatings in production runs that are economically
feasible without substantial investments in fixturing and automation. Typically this would be prototypes or runs of low
volume, high value products. Higher volume
products could be accommodated if they were physically small and did not require extensive fixturing or because for
technical reasons they could not be automated
and were of high enough value to warrant the added cost. The Company will pursue large volume projects if they fall
within a technical area where the Company has
particular expertise.

Business segments in Coating Services which are of particular interest include medical devices (catheters and
guidewires) and transparencies (lenses, face shields).
Contacts will be pursued in conjunction with marketing of Hydromer coatings, at trade shows, in mass mailings and
advertisement in appropriate trade publications.
The Company is continually upgrading its advertising copy and promotional literature as needed to graphically
highlight the properties and advantages of its technologies.

The same marketing tools (traditional means of tradeshow contacts, mass mailings, advertising, promotional activities,
etc.) as well as alternative methods (such as the Internet)
are used by the Company in its focus of expanding sales globally to the medical, commercial, personal care and
veterinary sciences community.

Patents and Trademarks

Management believes that the protection afforded by the Hydromer patents will be a significant factor in the
Company's ability to market its products. Anticipating
patent expiration, the Company has focused on licensing and developing products based upon its newer technologies.
A U.S. patent was issued in October 1985 for a
hydrophilic polyurethane foam that is expected to have numerous medical applications. Foreign patents covering this
material were issued in July 1990. A U.S. patent for
hydrophilic polymer blends, which covers the Company's coating for boats and the cosmetic formulations, was issued
in February 1987. U.S. and foreign patents have
also been issued for an anti-bacterial medical material that can be incorporated in foam or as a coating. The Company
was issued a U.S. patent for non-leaching biostatic
coatings and three United States patents for its new composition, barrier film, and method for preventing contact
dermatitis developed by the Company’s research and
development staff. The Company has also been issued United States and foreign patents for a permanent anti-fog. The
Company also has two patents for Chitosan gels,
which expires in 2014. These patents are part of the new gel technology with applications in medical, industrial,
cosmetic and personal care markets. The Company was issued
three U.S. Patents for barrier teat dip compositions.

These examples assume a $1,000 face amount of a note. The actual performance of the index over the life of your
notes, particularly on each of the call observation dates, may bear little relation to the hypothetical examples shown
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below or on page PS-12 or to the historical levels of the index shown elsewhere in this pricing supplement. You
should also refer to the historical index performance information and hypothetical performance data beginning on
page PS-42 of this pricing supplement.

If, for example, your notes are automatically called on the first call observation date (i.e., on the first call observation
date the closing level of the index is greater than or equal to 101% of the initial index level), the amount in cash that
we would deliver for each $1,000 face amount of your notes on the applicable call payment date would be the sum of
$1,000 plus the product of the applicable call return times $1,000. Therefore, for example, if the closing level of the
index on the first call observation date were determined to be 120% of the initial index level, your notes would be
automatically called and the amount in cash that we would deliver on your notes on the corresponding call payment
date would be 105% of the face amount of your notes or $1,050 for each $1,000 face amount of your notes. Even if
the closing level of the index on a call observation date exceeds the applicable call level, causing the notes to be
automatically called, the amount in cash payable on the call payment date will be limited due to the applicable call
return.

If, for example, the notes are not automatically called on the first call observation date and are called on the second
call observation date (i.e., on the first call observation date the closing level of the index is less than 101% of the
initial index level and on the second call observation date the closing level of the index is greater than or equal to
102% of the initial index level), the amount in cash that we would deliver for each $1,000 face amount of your notes
on the applicable call payment date would be the sum of $1,000 plus the product of the applicable call return times
$1,000. Therefore, for example, if the closing level of the index on the second call observation date were determined
to be 140% of the initial index level, your notes would be automatically called and the amount in cash that we would
deliver on your notes on the corresponding call payment date would be 110% of the face amount of your notes or
$1,100 for each $1,000 face amount of your notes. Even if the closing level of the index on a call observation date
exceeds the applicable call level, causing the notes to be automatically called, the amount in cash payable on the call
payment date will be limited due to the applicable call return.

The following table is provided for purposes of illustration only. It should not be taken as an indication or prediction
of future investment results and is intended merely to illustrate the impact that various hypothetical closing levels of
the index on the determination date could have on the cash settlement amount assuming all other variables remain
constant. The actual performance of the index over the life of your notes, particularly on the determination date, as
well as the amount payable on the stated maturity date, may bear little relation to the hypothetical examples shown
below or on page PS-12 or to the historical levels of the index shown elsewhere in this pricing supplement. You
should also refer to the historical index performance information and hypothetical performance data beginning on
page PS-42 of this pricing supplement.

The Notes Have Not Been Automatically Called

Hypothetical Final Index Level (as a Percentage of the Initial Index Level)

Hypothetical Cash Settlement Amount (as a Percentage of Face Amount)
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175.00%

325.00%

150.00%

250.00%

125.00%

175.00%

110.00%

130.00%

100.00%

100.00%

90.00%

100.00%

75.00%
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100.00%

50.00%

100.00%

25.00%

100.00%

0.00%

100.00%

PS-7
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Transaction Summary

Autocallable GS Momentum Builder® Multi-Asset 5S ER Index-Linked Notes due

DAILY REBALANCINGStep 1:Daily Base Index RebalancingFor each day in the applicable weight averaging
period, calculate the nine-month, six-month and three-month historical returns for each underlying asset combination
(each, a return look-back period)For each day in the applicable weight averaging period, calculate the related
six-month, three-month and one-month realized volatility for each underlying asset combination for the nine-month,
six-month and three-month return look-back periods, respectively (each a potential portfolio) Determine three
potential portfolios (one for each return look-back period) for each day in the weight averaging period by selecting
underlying asset weights that both (i) would have provided the highest applicable historical return and (ii) are within
the underlying asset minimum and maximum weight, the asset class minimum and maximum weight and the
volatility constraint of 5%Determine the weighting of each index underlying asset for each day in the weight
averaging period by averaging the weights of each underlying asset in the three potential portfolios identified above.
Next, determine the weight of each underlying asset for the daily base index rebalancing by calculating the average
of such average weightsRun the daily total return rebalancing test described in step 2 to determine if any further
changes from this position are requiredStep 2:Daily Total Return Index RebalancingAfter the base index
rebalancing, calculate the realized volatility of the index underlying assets for the applicable one-month volatility
cap periodHas the realized volatility for the applicable one-month volatility cap period exceeded the volatility cap of
6%?YesNoThe weightings of the index underlying assets will be rebalanced in order to reduce such realized
volatility to 6% by ratably reallocating a portion of the exposure to the eligible ETFs to the money market
position.The money market position reflects the notional returns accruing to a hypothetical investor from an
investment in a money market account denominated in U.S. dollars that accrues interest at the notional interest rate,
which is a rate equal to the 3-month USD LIBORThere will be no total return index rebalancing on such index
business day

PS-8
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Transaction Summary

Autocallable GS Momentum Builder® Multi-Asset 5S ER Index-Linked Notes due
Historical Information and Hypothetical Data

The following chart and table provide a comparison between the index (using historical information and hypothetical
data, as explained below) and certain asset classes (in each case, represented by a benchmark ETF or a benchmark
index, which are distinct from the asset classes in which the 15 underlying assets have been categorized for purposes
of this index) from August 29, 2008 to April 26, 2019. Benchmark ETF data and benchmark index data is based on
the historical levels of the benchmark ETFs and benchmark indices, respectively. The historical index information
from May 16, 2016 (the index launch date) to April 26, 2019 reflects the actual performance of the index. (In the
chart, this historical index information can be found to the right of the vertical solid line marker.) The hypothetical
index data from August 29, 2008 to May 15, 2016 is based on the historical levels of the eligible underlying assets,
using the same methodology that is used to calculate the index. Please note that the hypothetical index data is
presented from August 29, 2008 to minimize assumptions about the level of the iShares® Preferred and Income
Securities ETF prior to November 29, 2007, which is the first date on which such ETF had a continuously published
level. As a result, the following chart and table do not reflect the entirety of the global financial crisis, which had a
severe and negative effect on certain of the benchmark ETFs, benchmark indices and eligible underlying assets and
would have had a severe and negative effect on the index.  Please also note that the benchmark ETFs and benchmark
indices that are used to represent asset classes for purposes of the following table and chart may not be eligible
underlying assets for purposes of the index and in some cases differ from the eligible underlying assets that are used to
represent asset classes with the same or similar titles for purposes of the index. You should not take the historical
index information, hypothetical index data or historical benchmark ETF and benchmark index data as an indication of
the future performance of the index.

Performance Since August 2008

As of 4/26/2019
GS Momentum Builder®

Multi Asset 5S ER Index
(GSMBMA5S)

US
Bonds
(AGG)

Global Equities
(MSCI ACWI
Excess Return
Index)

Commodities (S&P
GSCI Excess Return
Index)

US Real
Estate
(IYR)

Effective Performance (1
Month) 0.32% -0.09% 3.35% 1.67% 0.15%

Effective Performance (6
Month) 2.21% 3.88% 9.99% -7.00% 13.11%

Annualized* Performance
(since August 2008) 4.25% 3.18% 5.89% -11.07% 6.86%

Annualized* Realized
Volatility (since August
2008)**

5.09% 4.83% 16.65% 22.48% 30.75%

Return over Risk (since
August 2008)*** 0.84 0.66 0.35 -0.49 0.22

Maximum
Peak-to-Trough
Drawdown****

-11.49% -12.96% -48.43% -78.65% -65.74%

*        Calculated on a per annum percentage basis.
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**      Calculated on the same basis as realized volatility used in calculating the index.

***     Calculated by dividing the annualized performance by the annualized realized volatility since August 29, 2008.

****    The largest percentage decline experienced in the relevant measure from a previously occurring maximum
level.

RISKS

Please read the section entitled “Additional Risk Factors Specific to Your Notes” beginning on page PS-18 of this
pricing supplement as well as the risks and considerations described in the accompanying prospectus, the
accompanying prospectus supplement and the accompanying index supplement.

PS-9

Edgar Filing: HYDROMER INC - Form 10KSB

21



Terms AND CONDITIONS

(Terms From Pricing Supplement No.            Incorporated Into Master Note No. 2)

These terms and conditions relate to pricing supplement no.          dated             , 2019 of GS Finance Corp. and The
Goldman Sachs Group, Inc. with respect to the issuance by GS Finance Corp. of its Autocallable GS Momentum
Builder® Multi-Asset 5S ER Index-Linked Notes due          and the guarantee thereof by The Goldman Sachs Group,
Inc.

The provisions below are hereby incorporated into master note no. 2, dated August 22, 2018. References herein to “this
note” shall be deemed to refer to “this security” in such master note no. 2, dated August 22, 2018. Certain defined terms
may not be capitalized in these terms and conditions even if they are capitalized in master note no. 2, dated August 22,
2018. Defined terms that are not defined in these terms and conditions shall have the meanings indicated in such
master note no. 2, dated August 22, 2018, unless the context otherwise requires.

CUSIP / ISIN: 40056FG66 / US40056FG661

Company (Issuer): GS Finance Corp.

Guarantor: The Goldman Sachs Group, Inc.

Index: GS Momentum Builder® Multi-Asset 5S ER Index (current Bloomberg symbol: “GSMBMA5S Index”), or any
successor index, as it may be modified, replaced or adjusted from time to time as provided herein

Face amount: $            in the aggregate on the original issue date; the aggregate face amount may be increased if the
company, at its sole option, decides to sell an additional amount on a date subsequent to the trade date.

Authorized denominations: $1,000 or any integral multiple of $1,000 in excess thereof

Principal amount:  Subject to redemption by the company as provided under “— Company’s redemption right (automatic
call feature)” below, on the stated maturity date, the company will pay, for each $1,000 of the outstanding face amount,
an amount in cash equal to the cash settlement amount

Cash settlement amount:

•if the index return is positive, the sum of (i) $1,000 plus (ii) the product of (a) $1,000 times (b) the upside
participation rate times (c) the index return; or
•if the index return is zero or negative, $1,000.
Initial index level (set on the trade date):

Final index level: the closing level of the index on the determination date, subject to adjustment as provided in “—
Consequences of a non-trading day” and “— Discontinuance or modification of the index” below

Upside participation rate: 300%

Index return: the quotient of (i) the final index level minus the initial index level divided by (ii) the initial index level,
expressed as a positive or negative percentage
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Company’s redemption right (automatic call feature): If a redemption event occurs, then the outstanding face amount
will be automatically redeemed in whole and the company will pay an amount in cash on the following call payment
date for each $1,000 of the outstanding face amount equal to the sum of (i) $1,000 plus (ii) the product of $1,000
times the applicable call return specified under “Call observation dates” below. 

Redemption event: a redemption event will occur if, as measured on any call observation date, the closing level of the
index is greater than or equal to the applicable call level set forth below under “— Call observation dates”

Call level: with respect to any call observation date, the applicable call level specified in the table set forth under “Call
observation dates” below; as shown in such table, the call level increases the longer the notes are outstanding

Call return: with respect to any call payment date, the applicable call return specified in the table set forth under “Call
observation dates” below; as shown in such table, the call return increases the longer the notes are outstanding

Call payment dates (set on the trade date): expected to be the tenth business day after each call observation date. If a
call observation date is postponed as described under “— Call observation dates” below, such postponement of the call
observation date will not postpone the related call payment date.

PS-10
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Call observation dates (set on the trade date): expected to be the dates specified as such in the table below,
commencing May 2020 and ending May 2025, unless the note calculation agent determines that such day is not a
trading day. In that event, the applicable call observation date will be the first following trading day. In no event,
however, will the applicable call observation date be postponed more than five scheduled trading days. If a call
observation date is postponed to the last possible day for that period, but that day is not a trading day, that day will
nevertheless be the applicable call observation date.

Call Observation Date Call Level (Expressed as a Percentage of the Initial Index Level) Call Return
May 14, 2020 101% 5%
May 14, 2021 102% 10%
May 16, 2022 103% 15%
May 15, 2023 104% 20%
May 14, 2024 105% 25%
May 14, 2025 106% 30%

Trade date: expected to be May 14, 2019

Original issue date (set on the trade date): expected to be May 17, 2019

Determination date (set on the trade date): expected to be May 14, 2026, unless the note calculation agent determines
that such day is not a trading day. In that event, the determination date will be the first following trading day. In no
event, however, will the determination date be postponed by more than five scheduled trading days. If the
determination date is postponed to the last possible day, but such day is not a trading day, that day will nevertheless be
the determination date.

Stated maturity date (set on the trade date): expected to be May 29, 2026, unless that day is not a business day, in
which case the stated maturity date will be the next following business day. If the determination date is postponed as
described under “— Determination date” above, such postponement of the determination date will not postpone the stated
maturity date.

Closing level of the index: the official closing level of the index or any successor index published by the index
sponsor (including any index calculation agent acting on the index sponsor’s behalf) on any trading day for the index

Level of the index: at any time on any trading day, the official level of the index or any successor index published by
the index sponsor (including any index calculation agent acting on the index sponsor’s behalf) at such time on such
trading day

Business day: each Monday, Tuesday, Wednesday, Thursday and Friday that is not a day on which banking
institutions in New York City generally are authorized or obligated by law, regulation or executive order to close

Trading day: a day on which the index is calculated and published by the index sponsor (including any index
calculation agent acting on the index sponsor’s behalf). For the avoidance of doubt, if the index calculation agent
determines that an index market disruption event occurs or is continuing on any day, such day will not be a trading
day. A day is a scheduled trading day with respect to the index if, as of the trade date, the index is expected to be
calculated and published by the index sponsor (including any index calculation agent acting on the index sponsor’s
behalf) on such day.

Index calculation agent: Solactive AG or any replacement index calculation agent
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Index sponsor: at any time, the person or entity, including any successor sponsor, that determines and publishes the
index as then in effect (current index sponsor: Goldman Sachs & Co. LLC (“GS&Co.”)).

Successor index: any substitute index approved by the note calculation agent as a successor index as provided under “—
Discontinuance or modification of the index” below

Index ETFs: with respect to the index, at any time, the exchange traded funds that comprise the index as then in effect,
after giving effect to any additions, deletions or substitutions.

Consequences of a non-trading day: If a day that would otherwise be the applicable originally scheduled call
observation date or the originally scheduled determination date, as applicable, is not a trading day, then such call
observation date or the determination date, as applicable, will be postponed as described under “— Call observation dates”
or “— Determination date” above.

If the note calculation agent determines that the closing level of the index is not available on the last possible
applicable call observation date or the final index level is not available on the last possible determination date because
of a non-trading day or for any other reason (other than as described under “— Discontinuance or modification of the
index” below), then the note calculation agent will nevertheless determine the level of the index based on its
assessment, made in its sole discretion, of the level of the index on that day.

PS-11
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Discontinuance or modification of the index: If the index sponsor discontinues publication of the index and the index
sponsor or anyone else publishes a substitute index that the note calculation agent determines is comparable to the
index, or if the note calculation agent designates a substitute index, then the note calculation agent will determine the
cash settlement amount payable on the stated maturity date or the amount payable on a call payment date, as
applicable, by reference to the substitute index. We refer to any substitute index approved by the note calculation
agent as a successor index.

If the note calculation agent determines that the publication of the index is discontinued and there is no successor
index, the note calculation agent will determine the amount payable on the applicable call payment date or on the
stated maturity date, as applicable, by a computation methodology that the note calculation agent determines will as
closely as reasonably possible replicate the index.

If the note calculation agent determines that the index or the method of calculating the index is changed at any time in
any respect — including any split or reverse split and any addition, deletion or substitution and any reweighting or
rebalancing of the index or of the index ETFs and whether the change is made by the index sponsor under its existing
policies or following a modification of those policies, is due to the publication of a successor index, is due to events
affecting one or more of the index ETFs or its sponsor or is due to any other reason — and is not otherwise reflected in
the level of the index by the index sponsor pursuant to the then-current index methodology of the index, then the note
calculation agent will be permitted (but not required) to make such adjustments in the index or the method of its
calculation as it believes are appropriate to ensure that the level of the index used to determine the amount payable on
a call payment date or the stated maturity date, as applicable, is equitable.

All determinations and adjustments to be made by the note calculation agent with respect to the index may be made by
the note calculation agent in its sole discretion. The note calculation agent is not obligated to make any such
adjustments.

Note calculation agent (calculation agent): GS&Co.

Default amount: If an event of default occurs and the maturity of your notes is accelerated, the company will pay the
default amount in respect of the principal of your notes at the maturity, instead of the amount payable on the stated
maturity date as described earlier. The default amount for your notes on any day (except as provided in the last
sentence under “— Default quotation period” below) will be an amount, in the specified currency for the face amount of
your notes, equal to the cost of having a qualified financial institution, of the kind and selected as described below,
expressly assume all of our payment and other obligations with respect to your notes as of that day and as if no default
or acceleration had occurred, or to undertake other obligations providing substantially equivalent economic value to
you with respect to your notes. That cost will equal:

•the lowest amount that a qualified financial institution would charge to effect this assumption or undertaking, plus
•the reasonable expenses, including reasonable attorneys’ fees, incurred by the holder of your notes in preparing any
documentation necessary for this assumption or undertaking.
During the default quotation period for your notes, which is described below, the holder of the notes and/or the
company may request a qualified financial institution to provide a quotation of the amount it would charge to effect
this assumption or undertaking. If either party obtains a quotation, it must notify the other party in writing of the
quotation. The amount referred to in the first bullet point above will equal the lowest — or, if there is only one, the only —
quotation obtained, and as to which notice is so given, during the default quotation period. With respect to any
quotation, however, the party not obtaining the quotation may object, on reasonable and significant grounds, to the
assumption or undertaking by the qualified financial institution providing the quotation and notify the other party in
writing of those grounds within two business days after the last day of the default quotation period, in which case that
quotation will be disregarded in determining the default amount.
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Default quotation period: The default quotation period is the period beginning on the day the default amount first
becomes due and ending on the third business day after that day, unless:

•no quotation of the kind referred to above is obtained, or
•every quotation of that kind obtained is objected to within five business days after the day the default amount first
becomes due.
If either of these two events occurs, the default quotation period will continue until the third business day after the first
business day on which prompt notice of a quotation is given as described above. If that quotation is objected to as
described above within five business days after that first business day, however, the default quotation period will
continue as described in the prior sentence and this sentence.

PS-12
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In any event, if the default quotation period and the subsequent two business day objection period have not ended
before the determination date, then the default amount will equal the principal amount of your notes.

Qualified financial institutions: For the purpose of determining the default amount at any time, a qualified financial
institution must be a financial institution organized under the laws of any jurisdiction in the United States of America,
Europe or Japan, which at that time has outstanding debt obligations with a stated maturity of one year or less from
the date of issue and that is, or whose securities are, rated either:

•A-1 or higher by Standard & Poor’s Ratings Services or any successor, or any other comparable rating then used by
that rating agency, or
•P-1 or higher by Moody’s Investors Service, Inc. or any successor, or any other comparable rating then used by that
rating agency.
Overdue principal rate: the effective Federal Funds rate

Defeasance: not applicable

PS-13
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HYPOTHETICAL EXAMPLES

The following examples are provided for purposes of illustration only. They should not be taken as an indication or
prediction of future investment results and are intended merely to illustrate the impact that the various hypothetical
closing levels of the index on a call observation date and on the determination date could have on the amount of cash
payable on a call payment date or on the stated maturity date, as the case may be, assuming all other variables remain
constant.

The examples below are based on a range of index levels that are entirely hypothetical; no one can predict what the
index level will be on any day throughout the life of your notes, and no one can predict what the closing level of the
index will be on any call observation date or what the final index level will be on the determination date. The index
has been highly volatile in the past — meaning that the index level has changed considerably in relatively short periods —
and its performance cannot be predicted for any future period.

The information in the following examples assumes that the offered notes are purchased on the original issue date at
the face amount and held to a call payment date or the stated maturity date, as the case may be. If you sell your notes
in a secondary market prior to the stated maturity date, your return will depend upon the market value of your notes at
the time of sale, which may be affected by a number of factors that are not reflected in the examples below such as the
volatility of the index, the creditworthiness of GS Finance Corp., as issuer, and the creditworthiness of The Goldman
Sachs Group, Inc., as guarantor. In addition, the estimated value of your notes at the time the terms of your notes are
set on the trade date (as determined by reference to pricing models used by GS&Co.) is less than the original issue
price of your notes. For more information on the estimated value of your notes, see “Additional Risk Factors Specific
to Your Notes — The Estimated Value of Your Notes At the Time the Terms of Your Notes Are Set On the Trade Date
(as Determined By Reference to Pricing Models Used By GS&Co.) Is Less Than the Original Issue Price Of Your
Notes” on page PS-18 of this pricing supplement. The information in the examples also reflects the key terms and
assumptions in the box below.

Key Terms and Assumptions
Face amount$1,000
Upside participation rate300%
No non-trading day occurs on any originally scheduled call observation date or the originally scheduled determination
date

No change in or affecting any of the eligible underlying assets or the method by which the index sponsor calculates
the index
Notes purchased on original issue date and held to a call payment date or the stated maturity date
Moreover, we have not yet set the initial index level that will serve as the baseline for determining if the notes will be
called and the amount that we will pay on your notes on the call payment date or at maturity. We will not do so until
the trade date. As a result, the initial index level may differ substantially from the index level prior to the trade date.
For these reasons, the actual performance of the index over the life of your notes, particularly on each call observation
date and the determination date, as well as the amount payable at maturity, may bear little relation to the hypothetical
examples shown below or to the historical index performance information or hypothetical performance data shown
elsewhere in this pricing supplement. For information about the historical index performance levels and hypothetical
performance data of the index during recent periods, see “The Index —Daily Closing Levels of the Index” on page PS-42.
Before investing in the offered notes, you should consult publicly available information to determine the level of the
index between the date of this pricing supplement and the date of your purchase of the offered notes.

Any rate of return you may earn on an investment in the notes may be lower than that which you could earn on a
comparable investment in the index underlying assets.
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Also, the hypothetical examples shown below do not take into account the effects of applicable taxes. Because of the
U.S. tax treatment applicable to your notes, tax liabilities could affect the after-tax rate of return on your notes to a
comparatively greater extent than the after-tax return on the index ETFs.

PS-14
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Hypothetical Amount In Cash Payable on a Call Payment Date

The following examples reflect hypothetical amounts that you could receive on the applicable call payment dates.
While there are six potential call payment dates with respect to your notes, the examples below only illustrate the
amount you will receive, if any, on the first and second call payment date.

If, for example, your notes are automatically called on the first call observation date (i.e., on the first call observation
date the closing level of the index is greater than or equal to 101% of the initial index level), the amount in cash that
we would deliver for each $1,000 face amount of your notes on the applicable call payment date would be the sum of
$1,000 plus the product of the applicable call return times $1,000. Therefore, for example, if the closing level of the
index on the first call observation date were determined to be 120% of the initial index level, your notes would be
automatically called and the amount in cash that we would deliver on your notes on the corresponding call payment
date would be 105% of the face amount of your notes or $1,050 for each $1,000 face amount of your notes. Even if
the closing level of the index on a call observation date exceeds the applicable call level, causing the notes to be
automatically called, the amount in cash payable on the call payment date will be limited due to the applicable call
return.

If, for example, the notes are not automatically called on the first call observation date and are automatically called on
the second call observation date (i.e., on the first call observation date the closing level of the index is less than 101%
of the initial index level and on the second call observation date the closing level of the index is greater than or equal
to 102% of the initial index level), the amount in cash that we would deliver for each $1,000 face amount of your
notes on the applicable call payment date would be the sum of $1,000 plus the product of the applicable call return
times $1,000. Therefore, for example, if the closing level of the index on the second call observation date were
determined to be 140% of the initial index level, your notes would be automatically called and the amount in cash that
we would deliver on your notes on the corresponding call payment date would be 110% of the face amount of your
notes or $1,100 for each $1,000 face amount of your notes. Even if the closing level of the index on a call observation
date exceeds the applicable call level, causing the notes to be automatically called, the amount in cash payable on the
call payment date will be limited due to the applicable call return.

PS-15
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Hypothetical Cash Settlement Amount at Maturity

If the notes are not automatically called on any call observation date (i.e., on each call observation date the closing
level of the index is less than the applicable call level), the cash settlement amount we would deliver for each $1,000
face amount of your notes on the stated maturity date will depend on the performance of the index on the
determination date, as shown in the table below. The table below shows the hypothetical cash settlement amounts that
we would deliver on the stated maturity date in exchange for each $1,000 face amount of the notes if the final index
level (expressed as a percentage of the initial index level) were any of the hypothetical levels shown in the left
column.

The levels in the left column of the table below represent hypothetical final index levels and are expressed as
percentages of the initial index level. The amounts in the right column represent the hypothetical cash settlement
amounts, based on the corresponding hypothetical final index level (expressed as a percentage of the initial index
level), and are expressed as percentages of the face amount of a note (rounded to the nearest one-hundredth of a
percent). Thus, a hypothetical cash settlement amount of 100.00% means that the value of the cash payment that we
would deliver for each $1,000 of the outstanding face amount of the offered notes on the stated maturity date would
equal 100.00% of the face amount of a note, based on the corresponding hypothetical final index level (expressed as a
percentage of the initial index level) and the assumptions noted above.

The Notes Have Not Been Automatically Called

Hypothetical Final Index Level (as Percentage of Initial
Index Level)

Hypothetical Cash Settlement Amount (as  Percentage of
Face Amount)

175.00% 325.00%
150.00% 250.00%
125.00% 175.00%
110.00% 130.00%
100.00% 100.00%
90.00% 100.00%
75.00% 100.00%
50.00% 100.00%
25.00% 100.00%
0.00% 100.00%

If, for example, the notes have not been automatically called on a call observation date and the final index level were
determined to be 25.00% of the initial index level, the cash settlement amount that we would deliver on your notes at
maturity would be 100.00% of the face amount of your notes, as shown in the table above. As a result, if you
purchased your notes on the original issue date and held them to the stated maturity date, you would receive no return
on your investment.

The following chart also shows a graphical illustration of the hypothetical cash settlement amounts (expressed as a
percentage of the face amount of your notes) that we would pay on your notes on the stated maturity date, if the final
index level (expressed as a percentage of the initial index level) were any of the hypothetical levels shown on the
horizontal axis. The chart shows that any hypothetical final index level (expressed as a percentage of the initial index
level) of less than 100.00% (the section left of the 100.00% marker on the horizontal axis) would result in a
hypothetical cash settlement amount of 100.00% of the face amount of your notes.

PS-16
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The amounts shown above are entirely hypothetical; they are based on closing levels of the index that may not be
achieved on a call observation date or the determination date, as the case may be, and on assumptions that may prove
to be erroneous. The actual market value of your notes on a call payment date, the stated maturity date or at any other
time, including any time you may wish to sell your notes, may bear little relation to the hypothetical amounts shown
above, and these amounts should not be viewed as an indication of the financial return on an investment in the offered
notes. The hypothetical amounts on notes held to a call payment date or the stated maturity date, as the case may be, in
the examples above assume you purchased your notes at their face amount and have not been adjusted to reflect the
actual issue price you pay for your notes. The return on your investment (whether positive or negative) in your notes
will be affected by the amount you pay for your notes. If you purchase your notes for a price other than the face
amount, the return on your investment will differ from, and may be significantly lower than, the hypothetical returns
suggested by the above examples. Please read “Additional Risk Factors Specific to Your Notes — The Market Value of
Your Notes May Be Influenced by Many Unpredictable Factors” on page PS-20.

Payments on the notes are economically equivalent to the amounts that would be paid on a combination of other
instruments. For example, payments on the notes are economically equivalent to a combination of a zero coupon bond
bought by the holder and one or more options entered into between the holder and us (with one or more implicit
option premiums paid over time). The discussion in this paragraph does not modify or affect the terms of the notes or
the U.S. federal income tax treatment of the notes, as described elsewhere in this pricing supplement.

We cannot predict the actual closing levels of the index on each of the call observation dates or final index level on
the determination date or what the market value of your notes will be on any particular trading day, nor can we
predict the relationship between the index level and the market value of your notes at any time prior to the stated
maturity date. The actual amount in cash that you will receive and the rate of return on the offered notes will depend
on whether or not the notes are called, the actual initial index level, which we will set on the trade date, and the
actual closing level of the index on each call observation date and the actual final index level on the determination
date, each as determined by the note calculation agent as described above. Moreover, the assumptions on which the
hypothetical examples are based may turn out to be inaccurate. Consequently, the amount in cash to be paid in
respect of your notes on a call payment date or the stated maturity date, as the case may be, may be very different
from the information reflected in the examples above.
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ADDITIONAL RISK FACTORS SPECIFIC TO YOUR NOTES

An investment in your notes is subject to the risks described below, as well as the risks and considerations described
in the accompanying index supplement, the accompanying prospectus supplement and the accompanying
prospectus. You should carefully review these risks and considerations as well as the terms of the notes described
herein and in the accompanying index supplement, the accompanying prospectus supplement and the accompanying
prospectus.  Your notes are a riskier investment than ordinary debt securities. Also, your notes are not equivalent to
investing directly in any eligible underlying asset or the assets held by any eligible ETF or in notes that bear interest
at the notional interest rate. You should carefully consider whether the offered notes are suited to your particular
circumstances.

Although we have classified the risks described below into two categories (general risks and risks related to the
index), and the accompanying index supplement includes a third category of risks (risks related to the eligible
ETFs), the order and document in which any category of risks appears is not intended to signify any decreasing (or
increasing) significance of these risks. You should read all of the risks described below and in the accompanying
index supplement, the accompanying prospectus supplement and the accompanying prospectus.

General Risks

The Estimated Value of Your Notes At the Time the Terms of Your Notes Are Set On the Trade Date (as Determined
By Reference to Pricing Models Used By GS&Co.) Is Less Than the Original Issue Price Of Your Notes

The original issue price for your notes exceeds the estimated value of your notes as of the time the terms of your notes
are set on the trade date, as determined by reference to GS&Co.’s pricing models and taking into account our credit
spreads. Such estimated value on the trade date is set forth above under “Estimated Value of Your Notes”; after the trade
date, the estimated value as determined by reference to these models will be affected by changes in market conditions,
the creditworthiness of GS Finance Corp., as issuer, the creditworthiness of The Goldman Sachs Group, Inc., as
guarantor, and other relevant factors. The price at which GS&Co. would initially buy or sell your notes (if GS&Co.
makes a market, which it is not obligated to do), and the value that GS&Co. will initially use for account statements
and otherwise, also exceeds the estimated value of your notes as determined by reference to these models. As agreed
by GS&Co. and the distribution participants, this excess (i.e., the additional amount described under “Estimated Value
of Your Notes”) will decline to zero on a straight line basis over the period from the date hereof through the applicable
date set forth above under “Estimated Value of Your Notes”. Thereafter, if GS&Co. buys or sells your notes it will do so
at prices that reflect the estimated value determined by reference to such pricing models at that time. The price at
which GS&Co. will buy or sell your notes at any time also will reflect its then current bid and ask spread for similar
sized trades of structured notes.

In estimating the value of your notes as of the time the terms of your notes are set on the trade date, as disclosed above
under “Estimated Value of Your Notes”, GS&Co.’s pricing models consider certain variables, including principally our
credit spreads, interest rates (forecasted, current and historical rates), volatility, price-sensitivity analysis and the time
to maturity of the notes. These pricing models are proprietary and rely in part on certain assumptions about future
events, which may prove to be incorrect. As a result, the actual value you would receive if you sold your notes in the
secondary market, if any, to others may differ, perhaps materially, from the estimated value of your notes determined
by reference to our models due to, among other things, any differences in pricing models or assumptions used by
others. See “— The Market Value of Your Notes May Be Influenced by Many Unpredictable Factors” below.

The difference between the estimated value of your notes as of the time the terms of your notes are set on the trade
date and the original issue price is a result of certain factors, including principally the underwriting discount and
commissions, the expenses incurred in creating, documenting and marketing the notes, and an estimate of the
difference between the amounts we pay to GS&Co. and the amounts GS&Co. pays to us in connection with your
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notes. We pay to GS&Co. amounts based on what we would pay to holders of a non-structured note with a similar
maturity. In return for such payment, GS&Co. pays to us the amounts we owe under your notes.

In addition to the factors discussed above, the value and quoted price of your notes at any time will reflect many
factors and cannot be predicted. If GS&Co. makes a market in the notes, the price quoted by GS&Co. would reflect
any changes in market conditions and other relevant factors, including any deterioration in our creditworthiness or
perceived creditworthiness or the creditworthiness or perceived creditworthiness of The Goldman Sachs Group, Inc.
These changes may adversely affect the value of your notes, including the price you may receive for your notes in any
market making transaction. To the extent that GS&Co. makes a market in the notes, the quoted price will reflect the
estimated value determined by reference to GS&Co.’s pricing models at that time, plus or minus its then current bid
and ask spread for similar sized trades of structured notes (and subject to the declining excess amount described
above).
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Furthermore, if you sell your notes, you will likely be charged a commission for secondary market transactions, or the
price will likely reflect a dealer discount. This commission or discount will further reduce the proceeds you would
receive for your notes in a secondary market sale.

There is no assurance that GS&Co. or any other party will be willing to purchase your notes at any price and, in this
regard, GS&Co. is not obligated to make a market in the notes. See “— Your Notes May Not Have an Active Trading
Market” below.

The Notes Are Subject to the Credit Risk of the Issuer and the Guarantor

Although the return on the notes will be based on the performance of the index, the payment of any amount due on the
notes is subject to the credit risk of GS Finance Corp., as issuer of the notes, and the credit risk of The Goldman Sachs
Group, Inc., as guarantor of the notes. The notes are our unsecured obligations. Investors are dependent on our ability
to pay all amounts due on the notes, and therefore investors are subject to our credit risk and to changes in the market’s
view of our creditworthiness. Similarly, investors are dependent on the ability of The Goldman Sachs Group, Inc., as
guarantor of the notes, to pay all amounts due on the notes, and therefore are also subject to its credit risk and to
changes in the market’s view of its creditworthiness. See “Description of the Notes We May Offer — Information About
Our Medium-Term Notes, Series E Program — How the Notes Rank Against Other Debt” on page S-4 of the
accompanying prospectus supplement and “Description of Debt Securities We May Offer — Guarantee by The Goldman
Sachs Group, Inc.” on page 42 of the accompanying prospectus.

You May Receive Only the Face Amount of Your Notes at Maturity

If the index return is zero or negative on the determination date, the return on your notes will be limited to the face
amount.

Even if the amount paid on your notes at maturity exceeds the face amount of your notes, the overall return you earn
on your notes may be less than you would have earned by investing in a note with the same stated maturity that bears
interest at the prevailing market rate.

Your Notes Will Not Bear Interest

You will not receive any interest payments on your notes. As a result, even if the cash settlement amount payable for
your notes on the stated maturity date exceeds the face amount of your notes, the overall return you earn on your notes
may be less than you would have earned by investing in a non-indexed debt security of comparable maturity that bears
interest at a prevailing market rate.

The Amount In Cash That You Will Receive on a Call Payment Date or on the Stated Maturity Date is Not Linked to
the Closing Level of the Index at Any Time Other Than on the Applicable Call Observation Date or the Determination
Date, as the Case May Be

The amount in cash that you will receive on a call payment date, if any, will be paid only if the closing level of the
index on the applicable call observation date is greater than or equal to the applicable call level. Therefore, the closing
level of the index on dates other than the call observation dates will have no effect on any amount paid in respect of
your notes on the call payment date. In addition, the cash settlement amount you will receive on the stated maturity
date (if the notes were not previously automatically called) will be based on the closing level of the index on the
determination date and, therefore, the closing level of the index on dates other than the determination date will have
no effect on any cash settlement amount paid in respect of your notes on the stated maturity date. Therefore, for
example, if the closing level of the index dropped precipitously on the determination date, the cash settlement amount
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for the notes may be significantly less than it otherwise would have been had the cash settlement amount been linked
to the closing level of the index prior to such drop. Although the actual closing level of the index on the applicable call
payment dates, the stated maturity date or at other times during the life of the notes may be higher than the closing
level of the index on the call observation dates or the final index level on the determination date, you will not benefit
from the closing level of the index at any time other than on the call observation dates or on the determination date.

The Amount You Will Receive on a Call Payment Date Will Be Limited

Regardless of the closing level of the index on each of the call observation dates, the amount in cash that you may
receive on a call payment date is limited. Even if the closing level of the index on a call observation date exceeds the
applicable call level, causing the notes to be automatically called, the amount in cash payable on the call payment date
will be limited due to the applicable call return. If your notes are automatically called on a call observation date, the
maximum payment you will receive for each $1,000 face amount of your notes will depend on the applicable call
return.

PS-19
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Your Notes Are Subject to Automatic Redemption

We will automatically call and redeem all, but not part, of your notes on a call payment date, if, as measured on any
call observation date, the closing level of the index is greater than or equal to the applicable call level. Therefore, the
term for your notes may be reduced and you will not receive any further payments on the notes since your notes will
no longer be outstanding. You may not be able to reinvest the proceeds from an investment in the notes at a
comparable return for a similar level of risk in the event the notes are called prior to maturity.

The Market Value of Your Notes May Be Influenced by Many Unpredictable Factors

When we refer to the market value of your notes, we mean the value that you could receive for your notes if you chose
to sell them in the open market before the stated maturity date. A number of factors, many of which are beyond our
control, will influence the market value of your notes, including:

•the level of the index, including the initial index level;
•the volatility — i.e., the frequency and magnitude of changes — in the level of the index (even though the index attempts
to limit volatility with daily rebalancing), the eligible underlying assets and the assets that comprise the eligible ETFs;
•the market prices of the eligible ETFs;
•3-month USD LIBOR;
• economic, financial, regulatory, political, military and other events that affect markets generally and the assets

held by the eligible ETFs, and which may affect the closing levels of the index;
•other interest rates and yield rates in the market;
• the time remaining until your notes mature;

and
•our creditworthiness and the creditworthiness of The Goldman Sachs Group, Inc., whether actual or perceived,
including actual or anticipated upgrades or downgrades in our credit ratings or the credit ratings of The Goldman
Sachs Group, Inc., or changes in other credit measures.
These factors, and many other factors, will influence the price you will receive if you sell your notes before maturity,
including the price you may receive for your notes in any market making transaction. If you sell your notes before
maturity, you may receive less than the face amount of your notes.

You cannot predict the future performance of the index based on its historical performance or on any hypothetical
performance data. The actual performance of the index over the life of the notes, as well as the cash settlement amount
payable on the stated maturity date, may bear little or no relation to the historical index performance information,
hypothetical performance data or hypothetical return examples shown elsewhere in this pricing supplement.

If You Purchase Your Notes at a Premium to Face Amount, the Return on Your Investment Will Be Lower Than the
Return on Notes Purchased at Face Amount and the Impact of Certain Key Terms of the Notes Will Be Negatively
Affected

The amount in cash that you will be paid for your notes on a call payment date or the stated maturity date will not be
adjusted based on the issue price you pay for the notes. If you purchase notes at a price that differs from the face
amount of the notes, then the return on your investment in such notes held to a call payment date or the stated maturity
date will differ from, and may be substantially less than, the return on notes purchased at face amount. If you purchase
your notes at a premium to face amount and hold them to a call payment date or the stated maturity date, the return on
your investment in the notes will be lower than it would have been had you purchased the notes at face amount or a
discount to face amount.
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Anticipated Hedging Activities by Goldman Sachs or Our Distributors May Negatively Impact Investors in the Notes
and Cause Our Interests and Those of Our Clients and Counterparties to be Contrary to Those of Investors in the
Notes

Goldman Sachs expects to hedge our obligations under the notes by purchasing listed or over-the-counter options,
futures and/or other instruments linked to the index and the eligible underlying assets. Goldman Sachs also expects to
adjust the hedge by, among other things, purchasing or selling any of the foregoing, and perhaps other instruments
linked to the index, the eligible underlying assets, 3-month USD LIBOR or assets held by the eligible ETFs, at any
time and from time to time, and to unwind the hedge by selling any of the foregoing on or before the determination
date for your notes. Alternatively, Goldman Sachs may hedge all or part of our obligations under the notes with
unaffiliated distributors of the notes which we expect will undertake similar market activity. Goldman Sachs may also
enter into, adjust and unwind
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hedging transactions relating to other index-linked notes whose returns are linked to the index, the eligible underlying
assets, 3-month USD LIBOR or assets held by the eligible ETFs.

In addition to entering into such transactions itself, or distributors entering into such transactions, Goldman Sachs may
structure such transactions for its clients or counterparties, or otherwise advise or assist clients or counterparties in
entering into such transactions. These activities may be undertaken to achieve a variety of objectives, including:
permitting other purchasers of the notes or other securities to hedge their investment in whole or in part; facilitating
transactions for other clients or counterparties that may have business objectives or investment strategies that are
inconsistent with or contrary to those of investors in the notes; hedging the exposure of Goldman Sachs to the notes
including any interest in the notes that it reacquires or retains as part of the offering process, through its
market-making activities or otherwise; enabling Goldman Sachs to comply with its internal risk limits or otherwise
manage firmwide, business unit or product risk; and/or enabling Goldman Sachs to take directional views as to
relevant markets on behalf of itself or its clients or counterparties that are inconsistent with or contrary to the views
and objectives of the investors in the notes.

Any of these hedging or other activities may adversely affect the levels of the index — directly or indirectly by affecting
the price of the eligible underlying assets — and therefore the market value of your notes and the amount we will pay on
your notes, if any, at maturity. In addition, you should expect that these transactions will cause Goldman Sachs or its
clients, counterparties or distributors to have economic interests and incentives that do not align with, and that may be
directly contrary to, those of an investor in the notes. Neither Goldman Sachs nor any distributor will have any
obligation to take, refrain from taking or cease taking any action with respect to these transactions based on the
potential effect on an investor in the notes, and may receive substantial returns on hedging or other activities while the
value of your notes declines. In addition, if the distributor from which you purchase notes is to conduct hedging
activities in connection with the notes, that distributor may otherwise profit in connection with such hedging activities
and such profit, if any, will be in addition to the compensation that the distributor receives for the sale of the notes to
you. You should be aware that the potential to earn fees in connection with hedging activities may create a further
incentive for the distributor to sell the notes to you in addition to the compensation they would receive for the sale of
the notes.

Goldman Sachs’ Trading and Investment Activities for its Own Account or for its Clients, Could Negatively Impact
Investors in the Notes

Goldman Sachs is a global investment banking, securities and investment management firm that provides a wide range
of financial services to a substantial and diversified client base that includes corporations, financial institutions,
governments and individuals. As such, it acts as an investor, investment banker, research provider, investment
manager, investment advisor, market maker, trader, prime broker and lender. In those and other capacities, Goldman
Sachs purchases, sells or holds a broad array of investments, actively trades securities, derivatives, loans,
commodities, currencies, credit default swaps, indices, baskets and other financial instruments and products for its
own account or for the accounts of its customers, and will have other direct or indirect interests, in the global fixed
income, currency, commodity, equity, bank loan and other markets. Any of Goldman Sachs’ financial market activities
may, individually or in the aggregate, have an adverse effect on the market for your notes, and you should expect that
the interests of Goldman Sachs or its clients or counterparties will at times be adverse to those of investors in the
notes.

Goldman Sachs regularly offers a wide array of securities, financial instruments and other products into the
marketplace, including existing or new products that are similar to your notes, or similar or linked to the index or the
eligible underlying assets. Investors in the notes should expect that Goldman Sachs will offer securities, financial
instruments, and other products that will compete with the notes for liquidity, research coverage or otherwise.
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Goldman Sachs’ Market-Making Activities Could Negatively Impact Investors in the Notes

Goldman Sachs actively makes markets in and trades financial instruments for its own account (primarily as a market
maker) and for the accounts of customers. These financial instruments include debt and equity securities, currencies,
commodities, bank loans, indices, baskets and other products. Goldman Sachs’ activities include, among other things,
executing large block trades and taking long and short positions directly and indirectly, through derivative instruments
or otherwise. The securities and instruments in which Goldman Sachs takes positions, or expects to take positions,
include securities and instruments of the index or the eligible underlying assets, securities and instruments similar to
or linked to the foregoing or the currencies in which they are denominated. Market making is an activity where
Goldman Sachs buys and sells on behalf of customers, or for its own account, to satisfy the expected demand of
customers. By its nature, market making involves facilitating transactions among market participants that have
differing views of securities and instruments. As a result, you should expect that Goldman Sachs will take positions
that are inconsistent with, or adverse to, the investment objectives of investors in the notes.

If Goldman Sachs becomes a holder of any eligible underlying asset in its capacity as a market-maker or otherwise,
any actions that it takes in its capacity as securityholder, including voting or provision of consents, will not necessarily
be aligned with, and may be inconsistent with, the interests of investors in the notes.
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You Should Expect That Goldman Sachs Personnel Will Take Research Positions, or Otherwise Make
Recommendations, Provide Investment Advice or Market Color or Encourage Trading Strategies That Might
Negatively Impact Investors in the Notes

Goldman Sachs and its personnel, including its sales and trading, investment research and investment management
personnel, regularly make investment recommendations, provide market color or trading ideas, or publish or express
independent views in respect of a wide range of markets, issuers, securities and instruments. They regularly
implement, or recommend to clients that they implement, various investment strategies relating to these markets,
issuers, securities and instruments. These strategies include, for example, buying or selling credit protection against a
default or other event involving an issuer or financial instrument. Any of these recommendations and views may be
negative with respect to the index or the eligible underlying assets or other securities or instruments similar to or
linked to the foregoing or result in trading strategies that have a negative impact on the market for any such securities
or instruments, particularly in illiquid markets. In addition, you should expect that personnel in the trading and
investing businesses of Goldman Sachs will have or develop independent views of the index or the eligible underlying
assets, the relevant industry or other market trends, which may not be aligned with the views and objectives of
investors in the notes.

Goldman Sachs Regularly Provides Services to, or Otherwise Has Business Relationships with, a Broad Client Base,
Which May Include the Sponsors of the Index or the Eligible ETFs or Other Entities That Are Involved in the
Transaction

Goldman Sachs regularly provides financial advisory, investment advisory and transactional services to a substantial
and diversified client base, and you should assume that Goldman Sachs will, at present or in the future, provide such
services or otherwise engage in transactions with, among others, the sponsors of the index or the eligible ETFs, or
transact in securities or instruments or with parties that are directly or indirectly related to the foregoing. These
services could include making loans to or equity investments in those companies, providing financial advisory or other
investment banking services, or issuing research reports. You should expect that Goldman Sachs, in providing such
services, engaging in such transactions, or acting for its own account, may take actions that have direct or indirect
effects on the index or the eligible ETFs, as applicable, and that such actions could be adverse to the interests of
investors in the notes. In addition, in connection with these activities, certain Goldman Sachs personnel may have
access to confidential material non-public information about these parties that would not be disclosed to Goldman
Sachs employees that were not working on such transactions as Goldman Sachs has established internal information
barriers that are designed to preserve the confidentiality of non-public information. Therefore, any such confidential
material non-public information would not be shared with Goldman Sachs employees involved in structuring, selling
or making markets in the notes or with investors in the notes.

In this offering, as well as in all other circumstances in which Goldman Sachs receives any fees or other compensation
in any form relating to services provided to or transactions with any other party, no accounting, offset or payment in
respect of the notes will be required or made; Goldman Sachs will be entitled to retain all such fees and other
amounts, and no fees or other compensation payable by any party or indirectly by holders of the notes will be reduced
by reason of receipt by Goldman Sachs of any such other fees or other amounts.

The Offering of the Notes May Reduce an Existing Exposure of Goldman Sachs or Facilitate a Transaction or Position
That Serves the Objectives of Goldman Sachs or Other Parties

A completed offering may reduce Goldman Sachs’ existing exposure to the index or the eligible underlying assets,
securities and instruments similar to or linked to the foregoing or the currencies in which they are denominated,
including exposure gained through hedging transactions in anticipation of this offering. An offering of notes will
effectively transfer a portion of Goldman Sachs’ exposure (and indirectly transfer the exposure of Goldman Sachs’
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hedging or other counterparties) to investors in the notes.

The terms of the offering (including the selection of the index or the eligible underlying assets, and the establishment
of other transaction terms) may have been selected in order to serve the investment or other objectives of Goldman
Sachs or another client or counterparty of Goldman Sachs. In such a case, Goldman Sachs would typically receive the
input of other parties that are involved in or otherwise have an interest in the offering, transactions hedged by the
offering, or related transactions. The incentives of these other parties would normally differ from and in many cases be
contrary to those of investors in the notes.

Other Investors in the Notes May Not Have the Same Interests as You

Other investors in the notes are not required to take into account the interests of any other investor in exercising
remedies or voting or other rights in their capacity as securityholders or in making requests or recommendations to
Goldman Sachs as to the establishment of other transaction terms. The interests of other investors may, in some
circumstances, be adverse to your interests. For example, certain investors may take short positions (directly or
indirectly through derivative
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transactions) on assets that are the same or similar to your notes, the index or the eligible underlying assets or other
similar securities, which may adversely impact the market for or value of your notes.

You Have No Shareholder Rights or Rights to Receive Any Shares or Units of Any Eligible ETF, or Any Assets Held
by Any Eligible ETF or the Money Market Position

Investing in the notes will not make you a holder of any shares or units of any eligible ETF or any asset held by any
eligible ETF or the money market position. Investing in the notes will not cause you to have any voting rights, any
rights to receive dividends or other distributions or any other rights with respect to any eligible ETF, the assets held by
any eligible ETF or the money market position. Your notes will be paid in cash, and you will have no rights to receive
delivery of any shares or units of any eligible ETF or the assets held by any eligible ETF.

The Note Calculation Agent Will Have the Authority to Make Determinations That Could Affect the Market Value of
Your Notes, When Your Notes Mature and the Amount You Receive at Maturity

As of the date of this pricing supplement, we have appointed GS&Co. as the note calculation agent. As note
calculation agent, GS&Co. will make all determinations and calculations relating to any amount payable on the note,
which includes determinations regarding: the initial index level; the closing level of the index on the call observation
dates, which we will use to determine whether your notes will be automatically called; the final index level on the
determination date, which we will use to determine the amount we must pay on the stated maturity date; the index
return; the call observation dates; whether to postpone any call observation date or the determination date because of a
non-trading day; the determination date; the stated maturity date; business days; trading days and the default amount.
The note calculation agent also has discretion in making certain adjustments relating to a discontinuation or
modification of the index. See “Terms and Conditions — Discontinuance or modification of the index” above. The
exercise of this discretion by GS&Co. could adversely affect the value of your notes and may present GS&Co. with a
conflict of interest. We may change the note calculation agent at any time without notice and GS&Co. may resign as
note calculation agent at any time upon 60 days’ written notice to GS Finance Corp.

Your Notes May Not Have an Active Trading Market

Your notes will not be listed or displayed on any securities exchange or included in any interdealer market quotation
system, and there may be little or no secondary market for your notes. Even if a secondary market for your notes
develops, it may not provide significant liquidity and we expect that transaction costs in any secondary market would
be high. As a result, the difference between bid and asked prices for your notes in any secondary market could be
substantial.

The Note Calculation Agent Can Postpone Any Call Observation Date or the Determination Date if a Non-Trading
Day Occurs

If the note calculation agent determines that, on a day that would otherwise be a call observation date or the
determination date, such day is not a trading day for the index, the applicable call observation date or the
determination date, as applicable, will be postponed until the first following trading day, subject to limitation on
postponement as described under “Terms and Conditions — Call observation dates” above and “Terms and Conditions —
Determination Date” above. If any call observation date or the determination date is postponed to the last possible day
and such day is not a trading day, such day will nevertheless be the applicable call observation date or the
determination date, as applicable. In such a case, the note calculation agent will determine the closing level or the final
index level, as applicable, based on the procedures described under “Terms and Conditions — Consequences of a
non-trading day” above.
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We May Sell an Additional Aggregate Face Amount of the Notes at a Different Issue Price

At our sole option, we may decide to sell an additional aggregate face amount of the notes subsequent to the date of
this pricing supplement. The issue price of the notes in the subsequent sale may differ substantially (higher or lower)
from the original issue price you paid as provided on the cover of this pricing supplement.

Certain Considerations for Insurance Companies and Employee Benefit Plans

Any insurance company or fiduciary of a pension plan or other employee benefit plan that is subject to the prohibited
transaction rules of the Employee Retirement Income Security Act of 1974, as amended, which we call “ERISA”, or the
Internal Revenue Code of 1986, as amended, including an IRA or a Keogh plan (or a governmental plan to which
similar prohibitions apply), and that is considering purchasing the offered notes with the assets of the insurance
company or the assets of such a plan, should consult with its counsel regarding whether the purchase or holding of the
offered notes could become a “prohibited transaction” under ERISA, the Internal Revenue Code or any substantially
similar prohibition in light of the representations a purchaser or holder in any of the above categories is deemed to
make by purchasing and holding the offered notes. This is discussed in more detail under “Employee Retirement
Income Security Act” in the accompanying index supplement.
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Your Notes Will Be Treated as Debt Instruments Subject to Special Rules Governing Contingent Payment Debt
Instruments for U.S. Federal Income Tax Purposes

The notes will be treated as debt instruments subject to special rules governing contingent payment debt instruments
for U.S. federal income tax purposes. If you are a U.S. individual or taxable entity, you generally will be required to
pay taxes on ordinary income from the notes over their term based on the comparable yield for the notes, even though
you generally will not receive any payments from us until maturity. This comparable yield is determined solely to
calculate the amount on which you will be taxed prior to maturity and is neither a prediction nor a guarantee of what
the actual yield will be. In addition, any gain you may recognize on the sale, exchange, redemption or maturity of the
notes will be taxed as ordinary interest income. If you are a secondary purchaser of the notes, the tax consequences to
you may be different. Please see “Supplemental Discussion of Federal Income Tax Consequences” below for a more
detailed discussion. Please also consult your tax advisor concerning the U.S. federal income tax and any other
applicable tax consequences to you of owning your notes in your particular circumstances.

Foreign Account Tax Compliance Act (FATCA) Withholding May Apply to Payments on Your Notes, Including as a
Result of the Failure of the Bank or Broker Through Which You Hold the Notes to Provide Information to Tax
Authorities

Please see the discussion under “United States Taxation — Taxation of Debt Securities — Foreign Account Tax
Compliance Act (FATCA) Withholding” in the accompanying prospectus for a description of the applicability of
FATCA to payments made on your notes. The discussion in that section is hereby modified to reflect regulations
proposed by the Treasury Department indicating its intent to eliminate the requirements under FATCA of withholding
on gross proceeds from the sale, exchange, maturity or other disposition of relevant financial instruments. The
Treasury Department has indicated that taxpayers may rely on these proposed regulations pending their finalization.

Risks Related to the Index

The Index Measures the Performance of the Index Underlying Assets Less the Sum of the Return on the Notional
Interest Rate Plus 0.65% Per Annum (Accruing Daily)

Your notes are linked to the index. The index measures the performance of the underlying assets included in the index
plus, with respect to ETFs included in the index, dividends paid on such ETFs, less the sum of the return on the
notional interest rate plus 0.65% per annum (accruing daily). Increases in the level of the notional interest rate may
offset in whole or in part increases in the levels of the index underlying assets. As a result, any return on the index
may be reduced or eliminated, which will have the effect of reducing the amount payable in respect of your notes.
Generally speaking, on any day the index underlying assets must produce positive returns at least as great as the sum
of the return on the notional interest rate plus 0.65% per annum (accruing daily) before the index will have a positive
return. Historically, a significant portion of the index exposure has been to the money market position.

Your Investment in the Notes May Be Subject to Concentration Risks

The assets underlying an eligible underlying asset may represent a particular market or commodity sector, a particular
geographic region or some other sector or asset class. As a result, your investment in the notes may be concentrated in
a single sector or asset class even though there are maximum weights for each underlying asset and each asset class.
This concentration could occur because of concentration in the investment goals of one or more eligible ETFs. As a
result of base index rebalancing, the index may include exposure to as few as three eligible ETFs. However, as a result
of total return index rebalancing, the exposure of the index at any time could be limited to the money market position.
Although your investment in the notes will not result in the ownership or other direct interest in the assets held by the
eligible ETFs, the return on your investment in the notes will be subject to certain risks similar to those associated
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with direct investments in the market or commodity sector, geographic region, other sector or class represented by the
relevant assets.

In addition, in connection with a base index rebalancing, the index may rebalance to include only index underlying
assets that represent a limited number of markets or commodity sectors, geographic regions, other sectors or asset
classes. If this were to occur, you will be subject to risks similar to those associated with direct investments in these
markets or commodity sectors, geographic regions, other sectors or asset classes. These markets, geographic regions,
sectors or asset classes may not be diversified.

You May Not Have Exposure to One or More of the Eligible Underlying Assets During the Term of the Notes

On any given index business day, the index is expected to have exposure to only a limited subset of the 15 eligible
underlying assets (which, including the money market position, initially could be as few as four eligible underlying
assets (i.e., as few as three eligible ETFs)) and you may not have any exposure to some of the 15 eligible underlying
assets or asset classes during the entire term of the notes. As a result, you should not expect the index to provide a
balanced exposure to all of the eligible underlying assets. Further, after a base index rebalancing, if, on such index
business day,
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the realized volatility of the index underlying assets exceeds the volatility cap of 6% for the applicable volatility cap
period, the index will ratably rebalance a portion of the exposure to the index ETFs into the money market position to
reduce such realized volatility level. This may limit your exposure to the index ETFs during the term of the notes.

The Weight of Each Index Underlying Asset Reflects the Average of the Average of the Weights of Such Index
Underlying Asset Over Three Potential Portfolios For Each Day in the Applicable Weight Averaging Period

To calculate the weight of each index underlying asset on a daily base index rebalancing day, three potential portfolios
are first generated for each day in the applicable weight averaging period related to that base index rebalancing day.
Each portfolio is calculated to reflect the highest historical return during three return look-back periods (nine months,
six months and three months) subject to a limitation on realized volatility over three related realized volatility
look-back periods (the prior six months, three months and one month for the nine-month, six-month and three-month
return look-back periods, respectively) and subject to a minimum and maximum weight for each underlying asset and
each asset class. Theoretically, all three potential portfolios could be the same, although this is unlikely. The weight of
each index underlying asset for a given day in the applicable weight averaging period will equal the average of the
weights of such index underlying asset in the three potential portfolios while the weight of each index underlying asset
for the daily base index rebalancing will equal the average of such target weights. As a result, the weight of each index
underlying asset will be different than it would have been had the index underlying assets been determined based on a
single realized volatility look-back period. In addition, because the weight of each index underlying asset for each
base index rebalancing day is the average of the average weights of such underlying asset across three realized
volatility look-back periods for each day in the weight averaging period related to that base index rebalancing day, the
impact of a low realized volatility for an index underlying asset for one realized volatility look-back period may be
lessened by a higher realized volatility for that index underlying asset for one or both of the other realized volatility
look-back periods. Also, such impact could be further lessened as a result of averaging over the weight averaging
period. For a discussion of how the look-back periods are determined, see “The Index — What is realized volatility and
how are the weights of the underlying assets influenced by it?”.

The Index May Not Successfully Capture Price Momentum and May Not Achieve its Target Volatility

The index attempts to track the positive price momentum in the eligible underlying assets. As such, on each daily base
index rebalancing day, the index is rebalanced by first calculating, for each day in the applicable weight averaging
period related to that base index rebalancing day, the portfolio of underlying assets that would have provided the
highest historical return during three return look-back periods (nine months, six months and three months) subject to
the limitations on volatility and the minimum and maximum weights for each underlying asset and each asset class.
However, there is no guarantee that trends existing in the preceding nine months, six months and three months, as
applicable, or during the related realized volatility look-back periods over which volatility is evaluated will continue
in the future. The trend of an eligible underlying asset may change at the end of any measurement period and such
change may not be reflected in the return of the eligible underlying asset calculated over the return look-back period.

In addition, the volatility controls and maximum weightings may limit the index’s ability to track price momentum.
The index is different from an investment that seeks long-term exposure to a constant set of underlying assets. The
index may fail to realize gains that could occur as a result of holding assets that have experienced price declines, but
after which experience a sudden price spike. As a result, if market conditions do not represent a continuation of prior
observed trends, the level of the index, which is rebalanced based on prior trends, may decline. No assurance can be
given that the investment methodology used to construct the index will outperform any alternative index that might be
constructed from the eligible underlying assets.

No assurance can be given that the investment methodology on which the index is based will be successful or that the
index will outperform any alternative methodology that might be employed in respect of the eligible underlying assets.
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Furthermore, no assurance can be given that the index will achieve its 5% volatility target. The actual realized
volatility of the index may be greater or less than 5%.

Asset Class Maximum Weights Will in Many Cases Prevent All of the Eligible Underlying Assets in an Asset Class
From Being Included in the Index at Their Underlying Asset Maximum Weights and May Also Prevent the Index
From Having Exposure to Certain Types of Assets At Any Given Time

The asset class maximum weights will in many cases prevent all of the eligible underlying assets in an asset class
from being included in the index at their underlying asset maximum weights. This is due to the fact that, in many
cases, the asset class maximum weight is less than the sum of the underlying asset maximum weights in that asset
class.

In addition, the three underlying assets that are categorized in the alternatives asset class are not expected to be highly
correlated. One underlying asset of that asset class seeks investment results that correspond generally to an index that
currently tracks the performance of a select group of exchange-listed, U.S. dollar denominated preferred securities,
hybrid securities and convertible preferred securities listed on the New York Stock Exchange or NASDAQ Capital
Market,
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another underlying asset seeks investment results that correspond generally to an index that tracks the real estate
sector of the U.S. equity market and the other underlying asset seeks investment results that correspond generally to
an index that tracks biotechnology companies. However, each of these three underlying assets is subject to the same
asset class maximum weight, which is less than the sum of the three underlying asset maximum weights that relate to
these three underlying assets. Therefore, it is possible that the asset class maximum weight restriction for the
alternatives asset class alone (as opposed to the other restrictions applicable to the index) will prevent all of these
eligible ETFs from being index ETFs simultaneously, which would mean that the index might not have exposure to
certain exchange-listed, U.S. dollar denominated U.S. preferred securities, hybrid securities and convertible preferred
securities, the real estate sector of the U.S. equity market and biotechnology companies at the same time.

Each Index Underlying Asset’s Weight Is Limited by Its Underlying Asset Maximum Weight, Its Asset Class
Maximum Weight and the Volatility Constraint

On each daily base index rebalancing day, the index sets the weights for the eligible underlying assets to those weights
that would have provided the highest historical return during three return look-back periods (nine months, six months
and three months), subject to investment constraints on the maximum weights of each eligible underlying asset and
each asset class, and the volatility constraint of 5%. These constraints, as well as the use of the weight averaging
period, could lower your return versus an investment that was not limited as to the maximum weighting allotted to any
one index underlying asset or asset class or was not subject to the 5% volatility target (or the daily volatility cap of
6%).

The index’s 5% volatility target may result in a significant portion of the index’s exposure being allocated to the money
market position. The 5% volatility target represents an intended trade-off, in which some potential upside is given up
in exchange for attempting to limit downside exposure in volatile markets. However, because the notes provide for the
repayment of principal at maturity, the incremental benefit to holders of the notes from the index’s 5% volatility target
may be limited. In other words, the notes themselves limit exposure to decreases in the level of the index by providing
for cash settlement amount that will be no less than the face amount of the notes. Due to this feature of the notes, the
index’s 5% volatility target, which attempts to reduce downside exposure to the eligible ETFs, may not be as beneficial
as it otherwise may be (including, for example, when used with notes that provide for a cash settlement amount that
could be less than the face amount) and the cost of the index’s 5% volatility target, which is reflected in part in the
above referenced trade-off, may not be desirable to you.

If the Level of the Index Changes, the Market Value of Your Notes May Not Change in the Same Manner

Your notes may trade quite differently from the performance of the index. Changes in the level of the index may not
result in a comparable change in the market value of your notes. Even if the level of the index increases above the
initial index level during the life of the notes, the market value of your notes may not increase by the same amount.
We discuss some of the reasons for this disparity under “— The Market Value of Your Notes May Be Influenced by
Many Unpredictable Factors” above.

Past Index Performance is No Guide to Future Performance

The actual performance of the index over the life of the notes, as well as the amount payable at maturity, may bear
little relation to the historical index performance information, hypothetical performance data or hypothetical return
examples set forth elsewhere in this pricing supplement. We cannot predict the future performance of the index.

The Lower Performance of One Index Underlying Asset May Offset an Increase in the Other Index Underlying Assets
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Your notes are linked to the index which rebalances daily among 15 eligible underlying assets. Declines in the level of
one index underlying asset may offset increases in the levels of the other index underlying assets. As a result, any
return on the index may be reduced or eliminated, which will have the effect of reducing the amount payable in
respect of your notes at maturity.

Because Historical Returns and Realized Volatility Are Measured on an Aggregate Basis, Index Underlying Assets
Could Include Eligible Underlying Assets With a High Realized Volatility and Could Exclude Eligible Underlying
Assets With a High Historical Return

Because historical return and realized volatility are measured on an aggregate basis within each potential portfolio,
index underlying assets could include eligible underlying assets with a high realized volatility and could exclude
eligible underlying assets with a high historical return. An eligible underlying asset with a relatively high realized
volatility may be included as an index underlying asset because its realized volatility is offset by another eligible
underlying asset that is also included as an index underlying asset.

In addition, highly correlated eligible underlying assets may be excluded from a potential portfolio, in whole or in
part, on a base index observation day, even if, on an independent basis, such eligible underlying assets have a
relatively high nine-
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month, six-month and three-month historical return or relatively low realized volatility for the applicable volatility
look-back period.

Correlation of Performances Among the Index Underlying Assets May Reduce the Performance of the Index

Performances of the index underlying assets may become highly correlated from time to time during the term of the
notes, including, but not limited to, periods in which there is a substantial decline in a particular sector or asset type
containing such correlated index underlying assets. High correlation among index underlying assets representing any
one sector or asset type which has a substantial percentage weighting in the index during periods of negative returns
could have an adverse effect on the level of the index.

The Policies of the Index Sponsor, Index Committee and Index Calculation Agent, and Changes That Affect the Index
or the Eligible ETFs, Could Affect the Cash Settlement Amount on Your Notes and Their Market Value

The policies of the index sponsor, index committee and index calculation agent, as applicable, concerning the
calculation of the level of the index, additions, deletions or substitutions of eligible underlying assets and the manner
in which changes affecting the eligible underlying assets or, where applicable, their sponsors, such as stock dividends,
reorganizations or mergers, are reflected in the level of the index could affect the level of the index and, therefore, the
cash settlement amount on your notes at maturity and the market value of your notes prior to maturity.

As further described under “The Index” in this pricing supplement, a comparable ETF may be selected by the index
committee, if available, to replace an index ETF and/or eligible ETF. The replacement of any index ETF may have an
adverse impact on the value of the index. The cash settlement amount on your notes and their market value could also
be affected if the index sponsor, index committee or index calculation agent changes these policies, for example, by
changing the manner in which it calculates the level of the index or if the index sponsor discontinues or suspends
calculation or publication of the level of the index, in which case it may become difficult to determine the market
value of your notes.

If events such as these occur on the determination date, the note calculation agent — which initially will be GS&Co., our
affiliate — may determine the closing level of the index on the determination date — and thus the cash settlement amount
on the stated maturity date — in a manner it considers appropriate, in its sole discretion.

The Index Calculation Agent Will Have Authority to Make Determinations that Could Affect the Value of Your Notes
and the Amount You Receive at Maturity. The Goldman Sachs Group, Inc. Owns a Non-Controlling Interest in the
Index Calculation Agent

The index sponsor has retained Solactive AG to serve as index calculation agent. As index calculation agent, Solactive
AG calculates the value of the index and implements the methodology determined by the index committee. As further
described under the “The Index” in this pricing supplement, the index calculation agent (in certain cases in consultation
with the index committee) has discretion with respect to determining index market disruption events, force majeure
events, trading disruptions, exchange disruptions, index dislocations, interest rate disruption events, base index
rebalancing days and total return index rebalancing days and with respect to making certain adjustments to the
Eligible ETFs upon certain events such as dividend payments, returns of capital and stock splits. The exercise of this
discretion by the index calculation agent could adversely affect the value of your notes.

The Goldman Sachs Group, Inc., our affiliate, owns a non-controlling interest in the index calculation agent.

As Index Sponsor, GS&Co. Can Replace the Index Calculation Agent at Any Time
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The index sponsor has retained Solactive AG to serve as index calculation agent. The index calculation agent
calculates the value of the index and implements the methodology determined by the index committee. The index
sponsor can replace the index calculation agent at any time. In the event the index sponsor appoints a replacement
index calculation agent, a public announcement will be made via press release. Any replacement of the index
calculation agent may result in reporting delays and other disruptions.

The Index Calculation Agent Can Resign Upon Notification to the Index Sponsor

As index calculation agent, Solactive AG can resign upon 60 days’ written notice to the index sponsor. In the event the
index sponsor appoints a replacement index calculation agent, a public announcement will be made via press release.
Any resignation by the index calculation agent may result in reporting delays and other disruptions.

The Index Weightings May Be Ratably Rebalanced into the Money Market Position on Any or All Days During the
Term of the Notes

The index has a daily volatility control feature which can result in a rebalancing (daily total return index rebalancing)
between the index ETFs and the money market position. This has the effect of reducing the exposure of the index to
the performance of the index ETFs resulting from base index rebalancing by rebalancing a portion of the exposure
into the
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money market position if the historical realized volatility of the index underlying assets for the applicable one-month
volatility cap period (observed and calculated by the index calculation agent on each daily total return index
rebalancing day) would otherwise exceed the volatility cap of 6%.

During a daily base index rebalancing on an index business day, there is no guarantee that the index will not be
rebalanced so that the money market position represents 50% of the index (i.e., the maximum weight for both the cash
equivalent asset class and the money market position). Further, there is no guarantee that on such index business day,
after the base index rebalancing, the index will not be further rebalanced due to the daily volatility control feature
(daily total return index rebalancing) so that the money market position represents 100% of the index. This is because
the maximum weight for the cash equivalent asset class and the money market position do not apply to daily total
return index rebalancing. Any rebalancing into the money market position will limit your return on the notes.

In addition, there is no guarantee that the 6% volatility cap will successfully reduce the volatility of the index or avoid
any volatile movements of any index underlying asset. If there is a rapid and severe decline in the market price of the
index underlying assets, the index may not rebalance into the money market position until the index has declined by a
substantial amount.

The Index May Perform Poorly During Periods Characterized by Increased Short-Term Volatility

The index’s methodology is based on momentum investing. Momentum investing strategies are effective at identifying
the current market direction in trending markets. However, in non-trending markets, momentum investment strategies
are subject to “whipsaws.” A whipsaw occurs when the market reverses and does the opposite of what is indicated by
the trend indicator, resulting in a trading loss during the particular period. Consequently, the index may perform
poorly in non-trending, “choppy” markets characterized by increased short-term volatility.

Index Market Disruption Events Could Affect the Level of the Index on Any Date

If a daily base index rebalancing day or a daily total return index rebalancing day must be effected on an index
business day on which an index market disruption event occurs with respect to any index underlying asset, the index
calculation agent shall then rebalance the index as described in “The Index — Could index market disruption events or
corporate events impact the calculation of the index or a daily base index rebalancing or a daily total return index
rebalancing by the index calculation agent?” herein. Any index market disruption event may have an adverse impact on
the level of the index.

The Index Has a Limited Operating History

The notes are linked to the performance of the index, which was launched on May 16, 2016. Because the index has no
index level history prior to that date, limited historical index level information will be available for you to consider in
making an independent investigation of the index performance, which may make it difficult for you to make an
informed decision with respect to the notes.

The hypothetical performance data prior to the launch of the index on May 16, 2016 refers to simulated performance
data created by applying the index's calculation methodology to historical prices or rates of the underlying assets that
comprise the index. Such simulated hypothetical performance data has been produced by the retroactive application of
a back-tested methodology. No future performance of the index can be predicted based on the simulated hypothetical
performance data or the historical index performance information described herein.

U.K. Regulators Will No Longer Persuade or Compel Banks to Submit Rates for Calculation of LIBOR After 2021;
Interest Rate Benchmark May Be Discontinued
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On July 27, 2017, the Chief Executive of the U.K. Financial Conduct Authority (FCA), which regulates LIBOR,
announced that the FCA will no longer persuade or compel banks to submit rates for the calculation of LIBOR (which
includes the 3-month USD LIBOR rate) after 2021. Such announcement indicates that the continuation of LIBOR on
the current basis cannot and will not be guaranteed after 2021. Notwithstanding the foregoing, it appears highly likely
that LIBOR will be discontinued or modified by 2021. It is not possible to predict the effect that this announcement or
any such discontinuance or modification will have on the 3-month USD LIBOR rate, the index or your notes. 

In accordance with the index methodology, if the index committee determines on a USD LIBOR interest
determination date that 3-month USD LIBOR has been discontinued, then the index committee shall replace 3-month
USD LIBOR with a substitute or successor rate that it has determined in its sole discretion is most comparable to
3-month USD LIBOR, provided that if the index committee determines there is an industry-accepted successor rate,
then the index committee shall use such successor rate. If the index committee has determined a substitute or
successor rate in accordance with the foregoing, the index committee in its sole discretion may determine an
alternative to London business day, USD LIBOR interest determination date and notional interest rate reset date to be
used, and any other relevant methodology for calculating such substitute or successor rate, including any adjustment
factor needed to make such substitute or successor rate comparable to 3-month USD LIBOR, in a manner that is
consistent with industry-accepted practices for such substitute or successor rate. See “The Index — General Overview” on
page PS-30. As discussed above under “—
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The Index Measures the Performance of the Index Underlying Assets Less the Sum of the Return on the Notional
Interest Rate Plus 0.65% Per Annum (Accruing Daily)”, changes in the level of the notional interest rate may offset
changes in the levels of the index underlying assets. In addition, historically, a significant portion of the index
exposure has been to the money market position, which reflects the notional returns accruing to a hypothetical
investor from an investment in a money market account denominated in U.S. dollars that accrues interest at the
notional interest rate. As a result, the discontinuance of 3-month USD LIBOR and the use of a substitute or successor
rate may affect the performance of the index and the amount payable in respect of your notes.

Regulation and Reform of “Benchmarks”, Including LIBOR and Other Types of Benchmarks, May Cause such
“Benchmarks” to Perform Differently Than in the Past, or to Disappear Entirely, or Have Other Consequences Which
Cannot be Predicted

LIBOR and other interest rate, equity, foreign exchange rate and other types of indices which are deemed to be
“benchmarks” are the subject of recent national, international and other regulatory guidance and proposals for reform.
Some of these reforms are already effective while others are still to be implemented. These reforms may cause such
“benchmarks” to perform differently than in the past, or to disappear entirely, or have other consequences which cannot
be predicted. Any such consequence could have a material adverse effect on your notes.

Any of the international, national or other proposals for reform or the general increased regulatory scrutiny of
“benchmarks” could increase the costs and risks of administering or otherwise participating in the setting of a
“benchmark” and complying with any such regulations or requirements. Such factors may have the effect of
discouraging market participants from continuing to administer or contribute to certain “benchmarks”, trigger changes in
the rules or methodologies used in certain “benchmarks” or lead to the disappearance of certain “benchmarks”. The
disappearance of a “benchmark” or changes in the manner of administration of a “benchmark” could result in discretionary
valuation by the index sponsor (including any index calculation agent acting on the index sponsor’s behalf) or the note
calculation agent or other consequence in relation to your notes. Any such consequence could have a material adverse
effect on the value of and return on your notes.

The Historical Levels of the Notional Interest Rate Are Not an Indication of the Future Levels of the Notional Interest
Rate

In the past, the level of the notional interest rate (3-month USD LIBOR) has experienced significant fluctuations. You
should note that historical levels, fluctuations and trends of the notional interest rate are not necessarily indicative of
future levels. Any historical upward or downward trend in the notional interest rate is not an indication that the
notional interest rate is more or less likely to increase or decrease at any time, and you should not take the historical
levels of the notional interest rate as an indication of its future performance.
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The Index

The index and eligible underlying asset descriptions below supplement, and should be read together with, the
descriptions in the accompanying index supplement. For more details about each eligible underlying asset, see “The
Eligible Underlying Assets” in the accompanying index supplement.

General Overview

The GS Momentum Builder® Multi-Asset 5S ER Index (the index) measures the extent to which the performance of
the exchange-traded funds and a money market position (together with the ETFs, the underlying assets) included in
the index outperform the sum of the return on the notional interest rate, which is a rate equal to 3-month USD LIBOR,
plus 0.65% per annum (accruing daily). The money market position reflects the notional returns accruing to a
hypothetical investor from an investment in a money market account denominated in U.S. dollars that accrues interest
at the notional interest rate. The index rebalances on each index business day from among 15 underlying assets that
have been categorized in the following asset classes: broad-based equities; fixed income; emerging markets;
alternatives; commodities; inflation; and cash equivalent. The index attempts to track the positive price momentum in
the underlying assets, subject to limitations on volatility and a minimum and maximum weight for each underlying
asset and each asset class, each as described below.

On each index business day (in the following context, a base index rebalancing day), the index is rebalanced. For each
day in the weight averaging period related to that base index rebalancing day, the portfolio of underlying assets that
would have provided the highest historical return during three return look-back periods (nine months, six months and
three months) is calculated. Each portfolio is subject to a limit of 5% on the degree of variation in the daily closing
prices or closing level, as applicable, of the aggregate of such underlying assets (a measure known as “realized
volatility”) over the related realized volatility look-back period (the prior six months, three months and one month for
the nine-month, six-month and three-month return look-back periods, respectively) and subject to a minimum and
maximum weight for each underlying asset and each asset class. This results in three potential portfolios of underlying
assets (one for each return look-back period) for each day in that weight averaging period. The weight of each
underlying asset for a given day in a weight averaging period (the “target weight”) will equal the average of the weights
of such underlying asset in the three potential portfolios while the weight of each underlying asset for the base index
rebalancing will equal the average of such target weights. The weight averaging period for any base index rebalancing
day will be the period from (but excluding) the 22nd index business day on which no index market disruption event
occurs or is continuing with respect to any underlying asset prior to such day to (and including) such day. As a result
of this step, the index may include as few as four eligible underlying assets (as few as three eligible ETFs) and may
not include some of the underlying assets or asset classes during the entire term of the notes.

After a base index rebalancing, if on such index business day (in the following context, a daily total return index
rebalancing day) the realized volatility of the index underlying assets exceeds the volatility cap of 6% for the
applicable volatility cap period (the prior one month), the index will be rebalanced again in order to reduce such
realized volatility to 6% by ratably reallocating a portion of the exposure to the index ETFs to the money market
position. As a result of this step, the index may not include any ETFs and may allocate its entire exposure to the
money market position, which will always be less than the sum of the return on the notional interest rate plus 0.65%
per annum (accruing daily). Historically, a significant portion of the index exposure has been to the money market
position.

The index reflects the return of the index underlying assets less the sum of the return on the notional interest rate plus
0.65% per annum (accruing daily). Any cash dividend paid on an index ETF is deemed to be reinvested in such index
ETF and subject to subsequent changes in the value of the index ETF. In addition, any interest accrued on the money
market position is similarly deemed to be reinvested on a daily basis in such money market position and subject to
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subsequent changes in the notional interest rate. For further information regarding how the index value is calculated
see “— How is the index value calculated on any day?” below.

The notional interest rate is a rate equal to 3-month USD LIBOR, which generally will be the offered rate for 3-month
deposits in U.S. dollars, as that rate appears on the Reuters screen 3750 page as of 11:00 a.m., London time, as
observed two London business days prior to the relevant notional interest rate reset date (such day, a “USD LIBOR
interest determination date”). A notional interest rate reset date will occur daily, or, if such date is not an index business
day, on the index business day immediately following such date on which the notional interest rate is reset. A London
business day is a day on which commercial banks and foreign currency markets settle payments and are open for
general business in London.
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If the index committee determines that 3-month USD LIBOR has been discontinued, then the index committee shall
replace 3-month USD LIBOR with a substitute or successor rate that it has determined in its sole discretion is most
comparable to 3-month USD LIBOR, provided that if the index committee determines there is an industry accepted
successor rate, then the index committee shall use such successor rate. If the index committee has determined a
substitute or successor rate in accordance with the foregoing, the index committee in its sole discretion may determine
an alternative to London business day, USD LIBOR interest determination date and notional interest rate reset date to
be used and any other relevant methodology for calculating such substitute or successor rate, including any adjustment
factor needed to make such substitute or successor rate comparable to 3-month USD LIBOR, in a manner that is
consistent with industry-accepted practices for such substitute or successor rate.  Unless the index committee replaces
3-month USD LIBOR with a substitute or successor rate as so provided, the following will apply:

If the rate described above does not so appear on the Reuters screen 3750 page, then 3-month USD LIBOR will be
determined on the basis of the rates at which three-month deposits in U.S. dollars are offered by four major banks in
the London interbank market selected by the index calculation agent at approximately 12:00 p.m., London time, on the
relevant USD LIBOR interest determination date, to prime banks in the London interbank market, beginning on the
relevant notional interest rate reset date, and in a representative amount. The index calculation agent will request the
principal London office of each of these major banks to provide a quotation of its rate. If at least two quotations are
provided, 3-month USD LIBOR for the relevant notional interest rate reset date will be the arithmetic mean of the
quotations. If fewer than two of the requested quotations described above are provided, 3-month USD LIBOR for the
relevant notional interest rate reset date will be the arithmetic mean of the rates quoted by major banks in New York
City, selected by the index calculation agent, at approximately 11:00 a.m., New York City time, on the relevant
notional interest rate reset date, for loans in U.S. dollars to leading European banks for a period of three months,
beginning on the relevant notional interest rate reset date, and in a representative amount.

If no quotation is provided as described in the preceding paragraph, then the index calculation agent, after consulting
such sources as it deems comparable to any of the foregoing quotations or display page, or any such source as it
deems reasonable from which to estimate 3-month USD LIBOR or any of the foregoing lending rates, shall determine
3-month USD LIBOR for that notional interest rate reset date in its sole discretion.

The value of the index is calculated in U.S. dollars on each index business day by reference to the performance of the
total return index value net of the sum of the return on the notional interest rate in effect at that time plus 0.65% per
annum (accruing daily). The total return index value on each index business day is calculated by reference to the
weighted performance of:

•the base index, which is the weighted combination of underlying assets that comprise the index at the applicable time
as a result of the most recent daily base index rebalancing; and
•any additional exposure to the money market position resulting from any daily total return index rebalancing.
The underlying assets that comprise the base index as the result of the most recent daily base index rebalancing may
include a combination of ETFs and the money market position, or solely ETFs. A daily total return index rebalancing
will occur effective after the close of business on any daily total return index rebalancing day if the realized volatility
of the base index exceeds the volatility cap of 6% for the volatility cap period applicable to such index business day.
As a result of a daily total return index rebalancing, the index will have exposure to the money market position even if
the base index has no such exposure resulting from its most recent daily base index rebalancing.

For the purpose of the index:

•an “eligible underlying asset” is one of the ETFs or the money market position that is eligible for inclusion in the index
on an index business day;
•
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an “eligible ETF” is one of the ETFs that is eligible for inclusion in the index on an index business day (when we refer
to an “ETF” we mean an exchange traded fund, which for purposes of this pricing supplement includes the following
exchange traded products: SPDR® S&P 500® ETF Trust  and SPDR® Gold Trust;
•an “index underlying asset” is an eligible underlying asset with a non-zero weighting on any index business day;
•an “index ETF” is an ETF that is an eligible ETF with a non-zero weighting on any index business day; and
•an “index business day” is a day on which the New York Stock Exchange is open for its regular trading session.
PS-31
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How frequently is the index rebalanced?

On each daily base index rebalancing day, the index rebalances from among the 15 eligible underlying assets by
calculating, for each day in the weight averaging period related to that base index rebalancing day, the portfolio of
underlying assets that would have provided the highest historical return during three return look-back periods (nine
months, six months and three months). Each portfolio is subject to a limit of 5% on the degree of variation in the daily
closing prices or closing level, as applicable, of the aggregate of such underlying assets (a measure known as “realized
volatility”) over the related realized volatility look-back period (the prior six months, three months and one month for
the nine-month, six-month and three-month return look-back periods, respectively) and subject to a minimum and
maximum weight for each underlying asset and each asset class. This results in three potential portfolios of underlying
assets (one for each return look-back period) for each day in that weight averaging period. The weight of each
underlying asset for a given day in a weight averaging period will equal the average of the weights of such underlying
asset in the three potential portfolios while the weight of each underlying asset for the daily base index rebalancing
will equal the average of such target weights. This daily rebalancing is referred to as the base index rebalancing and
the resulting portfolio of index underlying assets comprise the base index effective after the close of business on the
day such daily rebalancing occurs. The weight averaging period for any base index rebalancing day will be the period
from (but excluding) the 22nd index business day on which no index market disruption event occurs or is continuing
with respect to any underlying asset prior to such day to (and including) such day. Certain aspects of index business
day and base index rebalancing day adjustments are described under “— Could index market disruption events or
corporate events impact the calculation of the index or a daily base index rebalancing or a daily total return index
rebalancing by the index calculation agent?” below.

After a base index rebalancing, if, on such index business day, the realized volatility of the base index exceeds the
volatility cap of 6% for the applicable volatility cap period (the prior one month), the index will be rebalanced again in
order to reduce such realized volatility to 6% by ratably reallocating a portion of the exposure to the eligible ETFs to
the money market position. This type of rebalancing has the effect of reducing the exposure of the index to the
performance of the eligible ETFs. This daily rebalancing is referred to as the daily total return index rebalancing.

For a discussion of how the look-back periods for rebalancing are determined, see “— What is realized volatility and how
are the weights of the underlying assets influenced by it?” and “— How do the weights of the index underlying assets
change as a result of a daily total return index rebalancing?”, respectively, below.

How is the index value calculated on any day?

The value of the index was set to 100 on the index base date, July 31, 2015. On each index business day, the value of
the index changes by reference to the performance of the total return index value net of the sum of the return on the
notional interest rate in effect at that time plus 0.65% per annum (accruing daily). The total return index value on each
index business day is calculated by reference to the weighted performance of:

•the base index, which is the weighted combination of underlying assets that comprise the index at the applicable time
as a result of the most recent daily base index rebalancing (whether partially or fully implemented); and
•any additional exposure to the money market position resulting from any daily total return index rebalancing.
The underlying assets that comprise the base index as the result of the most recent daily base index rebalancing may
include a combination of ETFs and the money market position, or solely ETFs. A daily total return index rebalancing
will occur effective after the close of business on any daily total return index rebalancing day if the realized volatility
of the base index exceeds the volatility cap of 6% for the volatility cap period applicable to such daily total return
index rebalancing day. As a result of a daily total return index rebalancing, the index will have exposure to the money
market position even if the base index has no such exposure resulting from its most recent daily base index
rebalancing.
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On any index business day, the index value will equal (a) the index value on the immediately preceding notional
interest rate reset date multiplied by (b) the return on the total return index on such index business day reduced by the
sum of (i) the prorated notional interest rate (compounded daily) and (ii) the prorated 0.65% per annum (accruing
daily), with such prorated 0.65% per annum applied after such return on the total return index is reduced by such
prorated notional interest rate. The return on the total return index for any such index business day will equal the
quotient of the total return index value as of such index business day divided by the total return index value as of the
immediately preceding notional interest rate reset date. The prorated notional interest rate and prorated 0.65% per
annum are each calculated on an actual/360 day count basis from but excluding the immediately preceding notional
interest rate reset date. The notional interest rate is reset on daily notional interest rate reset dates, or, if such date is
not an index business day, on the index
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business day immediately following such date. Regardless of whether the index underlying assets include the money
market position on a base index rebalancing day, if the index has ratably rebalanced into the money market position as
a result of the daily volatility control feature, then the index also will include the value of the money market position.

The value of any index ETF is equal to the result of multiplying the weight applicable to such index ETF and the
adjusted level of such index ETF. The adjusted level of such index ETF reflects any price change in such index ETF
as well as any cash dividend paid on such index ETF. Any cash dividend paid on an index ETF is deemed to be
reinvested in such index ETF and subject to subsequent changes in the value of the index ETF.

The value of the money market position reflects, on any day, the amount of interest accrued at the notional interest
rate on an investment in a notional U.S. dollar denominated money market account. The money market position will
have a positive notional return if the notional interest rate is positive. Any interest accrued on the money market
position is deemed to be reinvested on a daily basis in such money market position and subject to subsequent changes
in the notional interest rate.

The contribution of any index underlying asset to the performance of the index will depend on its weight and
performance. The effects of potential adjustment events are described under “— Could index market disruption events or
corporate events impact the calculation of the index or a daily base index rebalancing or a daily total return index
rebalancing by the index calculation agent?” below.

How does the index attempt to provide exposure to price momentum?

The index uses the historical return performance of the eligible underlying assets to determine the composition of the
index on a base index rebalancing day. The nine-month, six-month and three-month historical returns are used as an
indication of price momentum. Although the index methodology seeks to select index underlying assets with the
highest nine-month, six-month and three-month historical return reflecting price momentum, the underlying asset
maximum weights, the asset class maximum weights, the 5% volatility target, the averaging of eligible underlying
asset weights in the realized volatility look-back periods, the further averaging of such target weights during the
applicable weight averaging period and the daily volatility control, as well as how the eligible underlying assets
correlate, may limit the exposure to those underlying assets with the highest nine-month, six-month and three-month
historical returns.

The nine-month, six-month and three-month historical return for an eligible underlying asset is calculated to include,
with respect to the ETFs, price changes and any cash dividends paid during the relevant nine-month, six-month and
three-month period being evaluated.

Who calculates and oversees the index?

The index is calculated using a methodology developed by GS&Co., the index sponsor. The complete index
methodology, which may be amended from time to time, is available at solactive.com/indices/. We are not
incorporating by reference this website or any material it includes into this pricing supplement.

An index committee is responsible for overseeing the index and its methodology. The index committee may exercise
discretion in the case of any changes to the eligible underlying assets and any index market disruption event or
potential adjustment event that occurs in relation to one or more eligible underlying assets. The index committee is
comprised of employees of The Goldman Sachs Group, Inc. or one or more of its affiliates. At least forty percent of
the committee is comprised of employees of control side functions, with at least two members from the compliance
department and two members from the legal department.  Other members consist of employees of The Goldman Sachs
Group, Inc.’s securities division, which includes employees who regularly trade the eligible ETFs.  If the index
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committee exercises any discretion related to the index, it must be approved by 100% of the control side employees
present at the relevant index committee meeting.  

Changes to the index methodology made by the index committee will be publicly announced on the index calculation
agent’s website at least 60 index business days prior to their effective date. Adjustments made by the index calculation
agent in response to index market disruption events and potential adjustment events will be publicly announced as
promptly as is reasonably practicable on the index calculation agent’s website.

The index committee may exercise limited discretion with respect to the index, including in the situations described
below under “— Can the eligible underlying assets change?”. Any such changes or actions are publicly announced as
promptly as is reasonably practicable and normally at least five index business days prior to their effective date.

The index sponsor has retained Solactive AG to serve as index calculation agent. The index calculation agent
calculates the value of the index and implements the methodology determined by the index committee. The index
sponsor can replace the index calculation agent at any time, or the index calculation agent can resign on 60 days notice
to the index
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sponsor. In the event the index sponsor appoints a replacement index calculation agent, a public announcement will be
made via press release.

The index calculation agent is responsible for the day to day implementation of the methodology of the index and for
its calculation. The index calculation agent calculates and publishes the value of the index every 15 seconds on each
index business day and publishes it on the Bloomberg page GSMBMA5S Index and Reuters page .GSMBMA5S. The
index calculation agent may from time to time consult the index committee on matters of interpretation with respect to
the methodology.

What underlying assets are included in the universe of potential index underlying assets?

As of the date of this pricing supplement, there are 14 eligible ETFs included in the 15 eligible underlying assets.
These eligible underlying assets track assets that have been categorized in the following asset classes: broad-based
equities; fixed income; emerging markets; alternatives; commodities; inflation; and cash equivalent. The 14 ETFs are
as follows:

•SPDR® S&P 500® ETF Trust (SPY) — SPY seeks investment results that correspond generally to the price and yield
performance, before fees and expenses, of publicly traded securities in leading industries of the U.S. economy, as
measured by the S&P 500® Index. SPY has been categorized in the equities asset class.
•iShares® MSCI EAFE ETF (EFA) — EFA seeks investment results that correspond generally to the price and yield
performance, before fees and expenses, of publicly traded securities in the European, Australasian and Far Eastern
markets, as measured by the MSCI EAFE® Index. EFA has been categorized in the equities asset class.
•iShares® MSCI Japan ETF (EWJ) — EWJ seeks investment results that correspond generally to the price and yield
performance, before fees and expenses, of publicly traded securities in the Japanese market as measured the MSCI
Japan Index. EWJ has been categorized in the equities asset class.
•iShares® 20+ Year Treasury Bond ETF (TLT) — TLT seeks investment results that correspond generally to the price
and yield performance, before fees and expenses, of public obligations of the U.S. Treasury that have a minimum term
to maturity of greater than 20 years, as measured by the ICE U.S. Treasury 20+ Year Bond Index. TLT has been
categorized in the fixed income asset class.
•iShares® iBoxx $ Investment Grade Corporate Bond ETF (LQD) — LQD seeks investment results that correspond
generally to the price and yield performance, before fees and expenses, of U.S. dollar-denominated, investment grade
corporate bonds, as measured by the Markit iBoxx® USD Liquid Investment Grade Index. LQD has been categorized
in the fixed income asset class.
•iShares® iBoxx $ High Yield Corporate Bond ETF (HYG) — HYG seeks investment results that correspond generally
to the price and yield performance, before fees and expenses, of the U.S. dollar-denominated liquid high yield
corporate bond market, as measured by the Markit iBoxx® USD Liquid High Yield Index. HYG has been categorized
in the fixed income asset class.
•iShares® 7-10 Year Treasury Bond ETF (IEF) — IEF seeks investment results that correspond generally to the price and
yield performance, before fees and expenses, of public obligations of the U.S. Treasury that have a minimum term to
maturity of greater than 7 years and less than or equal to 10 years, as measured by the ICE U.S. Treasury 7-10 Year
Bond Index. IEF has been categorized in the fixed income asset class.
•iShares® MSCI Emerging Markets ETF (EEM) — EEM seeks investment results that correspond generally to the price
and yield performance, before fees and expenses, of publicly traded securities in emerging markets, as measured by
the MSCI Emerging Markets Index. EEM has been categorized in the emerging markets asset class.
•iShares® U.S. Real Estate ETF (IYR) — IYR seeks investment results that correspond generally to the price and yield
performance, before fees and expenses, of the real estate sector of the U.S. equity market, as represented by the Dow
Jones U.S. Real Estate Index. The Dow Jones U.S. Real Estate Index is designed to represent Real Estate Investment
Trusts (REITs) and other companies that invest directly or indirectly in real estate through development, management
or ownership, including property agencies. IYR has been categorized in the alternatives asset class.
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•iShares® Preferred and Income Securities ETF (PFF) — PFF seeks investment results that correspond generally to the
price and yield performance, before fees and expenses, of a select group of exchange-listed, U.S. dollar denominated
preferred securities, hybrid securities and convertible preferred securities listed on the New York Stock Exchange or
NASDAQ Capital Market, as represented by the ICE Exchange-Listed Preferred & Hybrid Securities Transition
Index, which allocates exposure between the ICE US Listed Preferred Securities Index and the ICE Exchange-Listed
Preferred & Hybrid Securities Index (the “new index”). PFF has been categorized in the alternatives
PS-34
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asset class. During the period from February 1, 2019 to October 31, 2019, the ETF will track the ICE Exchange-Listed
Preferred & Hybrid Securities Transition Index. On and after November 1, 2019, the ETF is expected to track in full
the new index. Prior to February 1, 2019, the ETF tracked the S&P U.S. Preferred Stock IndexTM.
•iShares® Nasdaq Biotechnology ETF (IBB) — IBB seeks investment results that correspond generally to the price and
yield performance, before fees and expenses, of securities listed on The NASDAQ Stock Market that are classified as
either biotechnology or pharmaceutical according to the Industry Classification Benchmark, as measured by the
NASDAQ Biotechnology Index. IBB has been categorized in the alternatives asset class.
•SPDR® S&P® Oil & Gas Exploration & Production ETF (XOP) — XOP seeks investment results that correspond
generally to the total return performance, before fees and expenses, of securities listed in the S&P Total Market Index
that are classified under the Global Industry Classification Standard in the oil and gas exploration & production
industry group, as measured by the S&P Oil & Gas Exploration & Production Select Industry Index. XOP has been
categorized in the commodities asset class.
•SPDR® Gold Trust (GLD) — GLD seeks investment results that correspond generally to the price and yield
performance, before fees and expenses, of gold bullion held by the SPDR® Gold Trust. GLD has been categorized in
the commodities asset class.
• iShares® TIPS Bond ETF (TIP) — TIP seeks investment results that correspond generally to the price and

yield performance, before fees and expenses, of inflation-protected public obligations of the U.S. Treasury
that have at least one year remaining to maturity, are rated investment grade and have $250 million or more
of outstanding face value, as measured by the Bloomberg Barclays U.S. Treasury Inflation Protected
Securities (TIPS) Index (Series-L). TIP has been categorized in the short-term U.S. treasury bills and
inflation asset class.

In addition to the above referenced ETFs, the eligible underlying assets also include the money market position. The
money market position is included in the cash equivalent asset class and reflects the notional returns accruing to a
hypothetical investor from an investment in a money market account denominated in U.S. dollars that accrues interest
at the notional interest rate, which is a rate equal to 3-month USD LIBOR.

For further description of these eligible underlying assets, please see “The Eligible Underlying Assets” in the
accompanying index supplement.

What are the minimum and maximum potential weights of each eligible underlying asset and each asset class for the
base index rebalancing on a base index rebalancing day?

The maximum potential weight and minimum potential weight of each eligible underlying asset and each asset class
on each base index rebalancing day is listed below. The maximum weight of each eligible underlying asset and each
asset class limits the exposure to each eligible underlying asset and each asset class. Thus, even if the 5% volatility
target would be met during each realized volatility look-back period (the prior six months, three months and one
month), the index would not allocate its entire exposure to the single eligible underlying asset that has the highest
historical return during the related return look-back period (the prior nine months, six months and three months for the
six-month, three-month and  one-month volatility look-back period, respectively) among all of the eligible underlying
assets because of the maximum weight limitations. The minimum weight restricts short exposure to any eligible
underlying asset or any asset class. Because of these limitations, after giving effect to a daily base index rebalancing,
the index is expected to have exposure to only a limited subset of the 15 eligible underlying assets (which could be as
few as four eligible underlying assets) and you may not have any exposure to some of the 15 eligible underlying assets
or asset classes during the entire term of the notes. Further, as a result of a daily total return index rebalancing, the
index may not include any ETFs and may allocate its entire exposure to the money market position.
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ASSET
CLASS

ASSET CLASS
MINIMUM
WEIGHT

ASSET
CLASS
MAXIMUM
WEIGHT

ELIGIBLE
UNDERLYING
ASSET*

TICKER
UNDERLYING
ASSET MINIMUM
WEIGHT

UNDERLYING
ASSET
MAXIMUM
WEIGHT

Broad-Based
Equities 0% 50%

SPDR® S&P 500®

ETF Trust SPY 0% 20%

iShares® MSCI
EAFE ETF EFA 0% 20%

iShares® MSCI Japan
ETF EWJ 0% 10%

Fixed Income 0% 50%

iShares® 20+ Year
Treasury Bond ETF TLT 0% 20%

iShares® iBoxx $
Investment Grade
Corporate Bond ETF

LQD 0% 20%

iShares® iBoxx $
High Yield Corporate
Bond ETF

HYG 0% 20%

iShares® 7-10 Year
Treasury Bond ETF IEF 0% 20%

Emerging
Markets 0% 20%

iShares® MSCI
Emerging Markets
ETF

EEM 0% 20%

Alternatives 0% 25%

iShares® U.S. Real
Estate ETF IYR 0% 20%

iShares® Preferred
and Income Securities
ETF

PFF 0% 10%

iShares® Nasdaq
Biotechnology ETF IBB 0% 10%

Commodities 0% 25%

SPDR® S&P® Oil &
Gas Exploration &
Production ETF

XOP 0% 20%

SPDR® Gold Trust GLD 0% 20%

Inflation 0% 10% iShares® TIPS Bond
ETF TIP 0% 10%

Cash
Equivalent 0% 50%** Money Market

Position N/A 0% 50%**

* The value of a share of an eligible ETF may reflect transaction costs and fees incurred or imposed by the investment
advisor of the eligible ETF as well as the costs to the ETF to buy and sell its assets. These costs and fees are not
included in the calculation of the index underlying the eligible ETF. For more fee information relating to an eligible
ETF, see “The Eligible Underlying Assets” in the accompanying index supplement.

** With respect to the money market position, the related asset class maximum weight and underlying asset maximum
weight limitations do not apply to daily total return index rebalancing, and, therefore, as a result of daily total return
index rebalancing, the index may allocate its entire exposure to the money market position.
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What is realized volatility and how are the weights of the underlying assets influenced by it?

Realized volatility is a measurement of the degree of movement in the price or value of an asset observed over a
specified period. Realized volatility is calculated by specifying a measurement period, determining the average value
during such measurement period and then comparing each measured point during such measurement period to such
average. The index utilizes historical realized volatility over three separate realized volatility look-back periods
(six-months, three-months and one-month) for each daily base index rebalancing, which is calculated by the index
calculation agent from daily closing net asset prices or the closing level, as applicable, over the prior six month, three
month and one month period, as applicable. For example, an eligible underlying asset will have a higher realized
volatility during a specific historical period than another eligible underlying asset if such eligible underlying asset has
greater price movement (increases or decreases) relative to its average price during the measurement period. An
eligible underlying asset with a stable price during a specific historical period will have a lower realized volatility than
an eligible underlying asset which has relatively larger price movements during that same period. Further, an eligible
underlying asset will have a higher realized volatility with respect to a specific measurement period if such underlying
asset has greater price movements (increases and decreases) in such measurement period as compared to the price
movements of the same underlying asset in a different measurement period.

In choosing the weights for the index underlying assets for any base index rebalancing day, the 5% volatility target
limits the overall level of realized volatility that may be reflected by the index underlying assets. Since the volatility
target limits the base index as a whole, when creating the three potential portfolios the realized volatility of each
eligible underlying asset for the applicable look-back period needs to be compared relative to the realized volatilities
of the remaining eligible underlying assets for the same look-back period. An eligible underlying asset may have a
relatively high historical return during one or more return look-back periods relative to other eligible underlying
assets, but may be excluded from inclusion as an index underlying asset for a given base index rebalancing day (or
may be assigned a weight below its maximum weight) because that eligible underlying asset has a high realized
volatility in the related volatility look-back period (or periods) relative to other eligible underlying assets. However,
because the weight of each underlying asset for each base index rebalancing will equal the average of the average of
the weights of such underlying asset across three potential portfolios (one for each return look-back period) for each
day in the weight averaging period related to that base
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index rebalancing day, the impact of a low realized volatility for one look-back period may be lessened by a higher
realized volatility for a different look-back period. In addition, an eligible underlying asset with a relatively high
realized volatility may be included as an index underlying asset because its realized volatility is offset by another
eligible underlying asset that is also included as an index underlying asset. Because the historical returns and realized
volatility are measured on an aggregate basis within each potential portfolio, highly correlated eligible underlying
assets may be excluded from a potential portfolio, in whole or in part, on a base index rebalancing day. Such highly
correlated eligible underlying assets may be excluded even if, on an independent basis, such eligible underlying assets
have a relatively high historical return or relatively low realized volatility for the applicable look-back period. Since
realized volatility is based on historical data, there is no assurance that the historical level of volatility of an index
underlying asset included in the index in a base index rebalancing day rebalancing will continue.

The look-back period relevant for calculating the applicable historical return and applicable historical realized
volatility of each combination of eligible underlying assets is the period beginning on (and including) the day that is
nine, six, three or one calendar months (or, if any such day is not an index business day, the preceding index business
day), as applicable, before the third index business day immediately preceding such base index rebalancing day to (but
excluding) the third index business day prior to the given index business day. The weight averaging period for any
base index rebalancing day will be the period from (but excluding) the 22nd index business day on which no index
market disruption event occurs or is continuing with respect to any underlying asset prior to such day to (and
including) such day.

With respect to each potential portfolio, if at a base index rebalancing day no combination of eligible underlying
assets complies with the 5% volatility target, asset class maximum weights and underlying asset maximum weights,
then such portfolio will select, from all combinations of eligible underlying assets that comply with the asset class
maximum weights and the underlying asset maximum weights, the combination with the lowest historical realized
volatility for the realized volatility look-back period applicable to such potential portfolio, regardless of that
combination’s nine-month, six-month and three-month performance, as applicable. The particular combination so
selected will exceed the 5% volatility target.

How do the weights of the index underlying assets change as a result of a daily total return index rebalancing?

The index calculation agent calculates the historical realized volatility of the base index for the applicable volatility
cap period, which is the prior one month as determined below. As long as, on any given daily total return index
rebalancing day, the calculated one-month realized volatility of the base index for the applicable volatility cap period
is equal to or less than the volatility cap, no change to the then-current weights of the index underlying assets is made
on that daily total return index rebalancing day. However, if on any given daily total return index rebalancing day the
calculated volatility of the base index for the volatility cap period exceeds the volatility cap of 6%, the exposure of the
index is partially rebalanced into the money market position to reduce the historical realized volatility for such
volatility cap period. This is achieved by partially rebalancing, to the money market position, the exposure of the total
return index to the base index through a reduction of the base index weight to the percentage that is equal to the
volatility cap divided by such calculated volatility. As a result of a daily total return index rebalancing, the index may
not include any ETFs (e.g., if the base index weight is reduced to zero) and may allocate its entire exposure to the
money market position.

With respect to any given daily total return index rebalancing day, the volatility cap period is the period beginning on
(and including) the day which is one calendar month (or, if any such date is not an index business day, the preceding
index business day) before the second index business day prior to the given daily total return index rebalancing day to
(and including) the third index business day prior to the given daily total return index rebalancing day. The volatility
cap period with respect to any given total return index rebalancing day will not be affected by the occurrence of an
index market disruption event, and the exposure to the base index will be calculated on the total return index
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rebalancing day as described under “— Could index market disruption events or corporate events impact the calculation
of the index or a daily base index rebalancing or a daily total return index rebalancing by the index calculation agent?”
below.

Examples of hypothetical daily total return index rebalancing

The following table displays hypothetical one-month realized volatility for the base index and the percent weighting
of the base index for purposes of calculating the total return index value as a result of hypothetical daily total return
index rebalancing in different situations. You should note that the base index itself may contain exposure to the money
market position which would be in addition to any exposure to the money market position that the index reflects as a
result of a daily total return index rebalancing. For purposes of highlighting the effect of a daily total return index
rebalancing, the table assumes that the base index itself did not contain exposure to the money market position as a
result of a daily base index rebalancing. This information is intended to illustrate the operation of the index on each
daily total return index rebalancing day and is not indicative of how the index may perform in the future.
PS-37

Edgar Filing: HYDROMER INC - Form 10KSB

73



Day 1 2 3 4 5 6 7 8 9 10
Historical One-Month Realized
Volatility of the Base Index 3.0 4.9 6.1 5.3 6.2 5.6 8.5 6.0 7.4 3.9

Weight of Base Index For
Purposes of Calculating the
Total Return Index Value

100.00%100.00%98.36%100.00%96.77%100.00%70.59%100.00%81.08%100.00%

Weight of Money Market
Position 0.00% 0.00% 1.64% 0.00% 3.23% 0.00% 29.41%0.00% 18.92%0.00%

On days 1, 2, 4, 6, 8 and 10 the historical realized volatility of the base index for the applicable volatility cap period is
equal to or less than the volatility cap, so the index did not ratably rebalance into the money market position on such
daily total return index rebalancing day.

On days 3, 5, 7 and 9, because the historical realized volatility of the base index for the applicable volatility cap period
is greater than the volatility cap, then the weight allocated to the base index for such daily total return index
rebalancing day is ratably rebalanced into the money market position. Please see “Underlying Asset Weightings” in the
accompanying index supplement for data regarding the frequency of daily total return index rebalancing.

What is the money market position?

The money market position is a hypothetical investment intended to express the notional returns accruing to a
hypothetical investor from an investment in a money market account denominated in U.S. dollars that accrues interest
at the notional interest rate, which is a rate equal to 3-month USD LIBOR. Allocation of the index to the money
market position is intended to reduce the volatility of the index.

The index will provide exposure to the money market position (1) if on a daily base index rebalancing day the money
market position has a relatively high performance compared to the other eligible underlying assets in a potential
portfolio and/or, with respect to a realized volatility look-back period, such index underlying asset has a
comparatively low realized volatility compared to the other eligible index underlying assets and is used to reduce the
realized volatility of the index underlying assets in a potential portfolio on an aggregate basis and/or (2) on a daily
total return index rebalancing day, if the realized volatility of the index underlying assets for the applicable volatility
cap period is higher than the volatility cap, resulting in a daily total return index rebalancing.

Can the eligible underlying assets change?

Except as otherwise noted above, the eligible underlying assets and the notional interest rate are not expected to
change or be replaced. However, the index committee, in its sole discretion, may eliminate an eligible ETF or notional
interest rate (and/or designate a successor) if for any reason any of the following events occur with respect to such
ETF or rate, in the determination of the index committee in its sole discretion:

•the ETF ceases to exist, is delisted, terminated, wound up, liquidated or files for bankruptcy, is combined with another
ETF that has a different investment objective, or changes its currency of denomination;
•the ETF suspends creations or redemptions for five consecutive index business days or announces a suspension of
unlimited or unspecified duration for such creations or redemptions;
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•the net asset value of the ETF is not calculated or is not announced by either the ETF or its sponsor for five
consecutive index business days, or an index market disruption event occurs and is continuing for five consecutive
index business days;
•there has been a material diminution in the daily trading volume of the ETF or the net asset value of such ETF (where
net asset value is measured as the value of an entity’s assets less the value of its liabilities as publicly disclosed by this
ETF or its sponsor);
•the sponsor or investment adviser of the ETF files for bankruptcy and there is no solvent immediate successor;
•limitations on ownership are imposed on the ETF due to a change in law or regulation, loss of regulatory exemptive
relief or otherwise, and the index committee, in its sole discretion, determines that such limitations materially
adversely affect the ability of holders of the ETF to hold, acquire or dispose of shares of such ETF;
•the tax treatment of the ETF changes in a way that would have a material adverse effect on holders of shares of such
ETF;
•there has been a material change to the expense ratio or fee structure of such ETF that is adverse to holders of shares
of such ETF;
•the ETF has changed the index underlying or otherwise referenced by such ETF to an index that is materially
different, or the methodology for the index is materially modified (other than a modification in the ordinary course of
administration of the index underlying or otherwise referenced by such ETF);
• the index underlying or otherwise referenced by the ETF is no longer compiled, or the closing level of such

index is not calculated or published for five consecutive index business days;
•the index sponsor determines in its sole discretion that it is not practicable for the ETF to continue to be included in
the index for any reason, including due to:
a)a dispute as to whether a license is required to use the ETF or the related index, or
b)to the extent there is an agreement in place governing such use, changes in the terms upon which the ETF or related

index is made available to the index sponsor for inclusion in the index that the index sponsor, in its sole discretion,
determines to be materially adverse to it; or

•the notional interest rate has been discontinued.
The successor ETF or rate shall be that which, in the determination of the index committee in its sole discretion, (i)
with respect to a successor ETF, most closely replicates the relevant ETF or (ii) with respect to the successor rate, is
determined in accordance with the procedures set forth above under “The Index –General Overview”. If the index
committee determines in its sole discretion that no successor ETF exists, such ETF will be removed from the index.
No successor ETF or rate may fail to satisfy any of the conditions described above for replacing or removing an ETF
or rate at the time the index committee decides to appoint such successor ETF or rate.

Could index market disruption events or corporate events impact the calculation of the index or a daily base index
rebalancing or a daily total return index rebalancing by the index calculation agent?

If a daily base index rebalancing day must be effected on an index business day which corresponds to the first day of a
given index market disruption event (as defined below) with respect to any index underlying asset, the index
calculation agent shall then rebalance the index as if (i) for each index underlying asset that had not been affected by
an index market disruption event, the daily base index rebalancing day occurred on such day and (ii) for each index
underlying asset that had been affected by such index market disruption event, such daily base index rebalancing day
did not occur on such day. (i.e., each index underlying asset that was affected by such index market disruption event is
disregarded for purposes of base index rebalancing). A base index rebalancing day will be deemed not to occur on an
index business day if an index market disruption event is continuing (as opposed to occurring for the first time).

If a daily total return index rebalancing day must be effected on an index business day which corresponds to the first
day of a given index market disruption event or on which an index market disruption event is continuing from the
prior index business day with respect to any index underlying asset, the index calculation agent shall then rebalance
the index as if (i) for each index underlying asset that had not been affected by an index market disruption event, the
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daily total return index rebalancing day occurred on such day and (ii) for each index underlying asset that had been
affected by such index market disruption event, the daily total return index rebalancing day did not occur on such day,
provided that for purposes
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of calculating realized volatility the alternative calculations set forth in the next paragraph apply (i.e., other than for
purposes of calculating the realized volatility in the manner set forth in the next paragraph, each index underlying
asset that was affected by such index market disruption event is disregarded for purposes of daily total return index
rebalancing). Consequently, if, for example, an index market disruption event were to occur for the first time on a base
index rebalancing day with respect to only one of the index underlying assets, then on the base index rebalancing day
on which the index market disruption event occurred the weight of all index underlying assets not affected by the
index market disruption event would be determined and the weight of the affected index underlying asset would be
disregarded. Further, for purposes of any daily total return index rebalancing, the exposure of the total return index to
the affected index underlying asset would not be reduced but the exposure of the total return index to the remainder of
the base index would be reduced so that the base index (including the affected index underlying asset) and the money
market position together do not exceed the volatility cap. As a result, the weight of an index underlying asset affected
by an index market disruption event could be temporarily underrepresented or overrepresented in the base index.

Solely for purposes of calculating realized volatility which includes an index business day on which a market
disruption event has occurred or is continuing with respect to any eligible underlying asset, the value of the base index
will include any underlying asset that has been affected by an index market disruption event and will be calculated (i)
in the event of a trading disruption related to movements in price that exceed limits established by the relevant
exchange, by assuming the level of the affected eligible underlying asset is equal to such price limit on such index
business day or (ii) in the event of an index market disruption event which is not a trading disruption related to
movements in price that exceed limits established by the relevant exchange, by multiplying the level of the affected
eligible underlying asset on the immediately preceding relevant index business day by the percentage change (whether
positive or negative) of the underlying asset having the largest absolute change in value from the immediately
preceding relevant index business day to the relevant index business day; provided, that if a market disruption event
has occurred and is continuing with respect to more than one eligible underlying asset on an index business day, then
the index calculation agent shall consult with the index committee to determine the values to be used for such
disrupted eligible underlying assets for purposes of calculating realized volatility and such determination to be made
by the index committee in its sole discretion based on its review of such market and other information as it believes
relevant to such determination.

On the sixth index business day following the occurrence of an index market disruption event with respect to any
index underlying asset, if such index market disruption event is continuing, the index committee may instruct the
index calculation agent to rebalance the index using a specified price. In the event the index committee determines on
such sixth index business day, in its sole discretion, that no such instructions should be given to the index calculation
agent, the index committee may revisit such determination on any index business day thereafter on which the index
market disruption event is continuing. Notwithstanding the foregoing, in the event of a force majeure event (as defined
below) in which all of the index underlying assets are affected, the calculation and publication of the index shall be
postponed until, in the determination of the index calculation agent, such force majeure event has been resolved.

An “index market disruption event” will have occurred in any of the following situations: (i) the official closing price,
level, rate or other measure of any eligible underlying asset is unavailable on any relevant day on which such measure
is scheduled to be published, (ii) a relevant exchange (as defined below) is not open for trading during its regular
trading session, or closes prior to its scheduled closing time, on any relevant day or there is a material exchange
disruption (as defined below) as determined by the index calculation agent, (iii) upon the occurrence or existence of a
trading disruption (as defined below) for more than two hours of trading or at any time during the one-hour period that
ends at the scheduled closing time of the exchange, (iv) the net asset value per share of an eligible ETF is not
calculated or is not announced by the eligible ETF or the sponsor of such ETF and such event has a material impact on
the index as determined by the index sponsor, (v) the eligible ETF or the relevant sponsor of any eligible ETF
suspends creations or redemptions of shares of such ETF and such event has a material impact on the index as
determined by the index sponsor, (vi) upon the occurrence or existence of an index dislocation (as defined below),
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(vii) upon the occurrence or existence of a force majeure event (as defined below) or (viii) upon the occurrence of an
interest rate disruption event (as defined below).

A “trading disruption” means any suspension of or limitation imposed on trading by the exchange or related exchange
(as defined below), and whether by reason of movements in price exceeding limits permitted by the exchange or
otherwise, relating to the eligible ETF shares, related index or futures or options on the eligible ETF shares or
underlying index.
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An “exchange disruption” means any event that disrupts or impairs (as determined by the index calculation agent in
consultation with the index committee) the ability of market participants in general to effect transactions in, or obtain
market values for, the shares of the ETF on the exchange or futures or options on the ETF shares or underlying index,
in each case on the relevant related exchange.

An “exchange” means the primary exchange on which shares of an eligible ETF are listed.

A “related exchange” means, in respect of an eligible ETF or underlying index, as the case may be, the primary
exchange (or exchanges) or quotation system (or quotation systems) on which futures or options contracts relating to
such eligible ETF or underlying index, as the case may be, are traded, if any.

An “index dislocation” means the index calculation agent (in consultation with the index committee) determines that a
market participant, as a result of a market-wide condition relating to the index or any eligible underlying asset, would
(i) be unable, after using commercially reasonable efforts, to acquire, establish, re-establish, substitute, maintain,
unwind, or dispose of all or a material portion of any hedge position relating to the index or an eligible underlying
asset or (ii) incur a materially increased cost in doing so, including due to any capital requirements or other law or
regulation.

A “force majeure event” will have occurred if the index calculation agent determines that there has been the occurrence
of a systems failure, natural or man-made disaster, act of God, armed conflict, act of terrorism, riot or labor disruption
or any similar intervening circumstance that is beyond the reasonable control of the index sponsor, index calculation
agent or any of their respective affiliates that the index calculation agent determines is likely to have a material effect
on an eligible underlying asset, or on its ability to perform its role in respect of the index.

An “interest rate disruption event” means (and an interest rate disruption event shall be deemed to have occurred if),
with respect to the notional interest rate and a relevant day: (i) such notional interest rate is not published on a date on
which it is scheduled for publication or (ii) such notional interest rate is no longer published.

In the event that an index ETF is affected by a potential adjustment event, the index committee may make adjustments
to the level of such index ETF and/or the quantities of the index underlying assets. Any of the following will be a
potential adjustment event with respect to an index ETF:

Potential Adjustment
Event

AdjustmentAdjustment Description

Cash Dividends Yes The dividend is reinvested in that index ETF.
Special /
Extraordinary
Dividends

Yes The dividend is reinvested in that index ETF.

Return of Capital Yes The capital is reinvested in that index ETF.
Stock Dividend Yes Where shareholders receive “B” new shares for every “A” share held, the number of

shares is adjusted by multiplying the original number of shares by the quotient of (a)
the sum of A and B divided by (b) A.

Stock Split Yes Where shareholders receive “B” new shares for every “A” share held, the number of
shares is adjusted by multiplying the original number of shares by the quotient of B
divided by A.

Potential adjustment events also include any other event that could have a diluting or concentrative effect on the
theoretical value of the index ETF shares and would not otherwise be accounted for in the index. The index
calculation agent may make adjustments in such cases.
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If the index calculation agent determines that the price made available for an index ETF (or the published level of a
notional interest rate) reflects a manifest error, the calculation of the index or level shall be delayed until such time as
a corrected price or level is made available. In the event a corrected price or level is not made available on a timely
basis or in the event that the price made available for an index ETF (or the published level of a notional interest rate)
is subsequently corrected and such correction is published, then the index calculation agent may, if practicable and if
the index calculation agent determines acting in good faith that such error is material, adjust or correct the relevant
calculation or determination, including the level of the index ETF, as of any index business day to take into account
such correction. This convention, however, will not change the starting index value for the notes. However, the note
calculation agent may adjust the method of calculation of the level of the index to ensure that the level of the index
used to determine the amount payable on the stated maturity date is equitable. See “Terms and Conditions —
Discontinuance or modification of the index” above.

On any index business day during which the price for an eligible ETF reflects such an error (and such error has not
been corrected), the weights will be calculated using the price made available by the relevant exchange
(notwithstanding any manifest error). If the index calculation agent determines that any such error is material (as
described above) and if the relevant exchange subsequently corrects such price it has made available, the index value
may be calculated using such corrected price, but the quantities of the underlying assets implied by the weights (prior
to the error being corrected) will not be adjusted.

What is the historical performance of the index?

The closing level of the index has fluctuated in the past and may, in the future, experience significant fluctuations.
Any upward or downward trend in the historical or hypothetical closing level of the index during any period shown
below is not an indication that the index is more or less likely to increase or decrease at any time during the life of
your notes.

You should not take the historical index performance information or hypothetical performance data of the index as an
indication of the future performance of the index. We cannot give you any assurance that the future performance of
the index, the index underlying assets, the notional interest rate will result in receiving an amount greater than the
outstanding face amount of your notes on the stated maturity date.

Neither we nor any of our affiliates make any representation to you as to the performance of the index. Before
investing in the offered notes, you should consult publicly available information to determine the relevant index levels
between the date of this pricing supplement and the date of your purchase of the offered notes. The actual performance
of the index over the life of the offered notes, as well as the cash settlement amount at maturity, may bear little
relation to the historical index performance information or hypothetical performance data shown below.

Daily Closing Levels of the Index

The following graph shows the daily closing levels of the index from April 26, 2009 to April 26, 2019. As a result, the
following graph does not reflect the global financial crisis which began in 2008, which had a materially negative
impact on certain of the benchmark ETFs, benchmark indices and eligible underlying assets and would have had a
materially negative impact on the index. Since the index was launched on May 16, 2016 and has a limited operating
history, the graph includes hypothetical performance data for the index prior to its launch on May 16, 2016.  

The historical closing levels from May 16, 2016 (the index launch date) to April 26, 2019 were obtained from
Bloomberg Financial Services and Solactive AG, without independent verification. (In the graph, historical closing
levels can be found to the right of the vertical solid line marker.) You should not take the historical index performance
information as an indication of the future performance of the index.
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The hypothetical performance data from April 26, 2009 to May 15, 2016 is based on the historical levels of the
eligible underlying assets using the same methodology that is used to calculate the index. The hypothetical
performance data prior to the launch of the index on May 16, 2016 refers to simulated performance data created by
applying the index's calculation methodology to historical levels of the underlying assets that comprise the index.
Such simulated performance data has been produced by the retroactive application of a back-tested methodology, and
may reflect a bias towards underlying assets or related indices that have performed well in the past. No future
performance of the index can be predicted based on the simulated performance described herein. You should not take
the hypothetical performance data as an indication of the future performance of the index.

PS-42

Edgar Filing: HYDROMER INC - Form 10KSB

82



Historical Performance of the GS Momentum Builder® Multi Asset 5S ER Index  
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Examples of Index Return Calculations

The following examples are provided to illustrate how the return on the index is calculated on an index business day
given the key assumptions specified below. The examples assume the specified index underlying assets specified
below. The return of the index underlying assets will be calculated as the sum of the products, as calculated for each
index underlying asset, of the return for each index underlying asset multiplied by its weighting, expressed as a
percentage. The examples are based on a range of final levels for the specified index underlying assets that are entirely
hypothetical; no one can predict which eligible underlying assets will be chosen as index underlying assets on any
day, the weightings of the index underlying assets or what the returns will be for any index underlying assets. The
actual performance of the index on any index business day may bear little relation to the hypothetical examples shown
below or to the historical index performance information and hypothetical performance data shown elsewhere in this
pricing supplement. These examples should not be taken as an indication or prediction of future performance of the
index and investment results. The numbers in the examples below have been rounded for ease for analysis.

Key Assumptions
Index underlying assets during hypothetical period and percentage weighting EEM 20%

LQD 5%

IYR 20%

PFF 5%

Money Market Position 50%
Notional interest rate 6% per annum

Neither an index market disruption event nor a non-index business day occurs.
No change in or affecting any of the index underlying assets, index stocks or the policies of the applicable
investment advisor or the method by which the underlying indices are calculated.
No dividends are paid on any index ETF.
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Example 1: Each index underlying asset appreciates. The sum of the weighted returns of each index underlying asset
is greater than the sum of the notional interest rate plus the accrued portion of the 0.65% per annum for the day. The
volatility cap is never breached.

Column A Column B Column C Column D Column
E

Index 
Underlying
Asset
(Ticker)

Hypothetical
Initial Level

Hypothetical
Final Level

Return of Index
Underlying Asset
(Column B / 
Column A)-1

Weighting Column
C x

Column
D

EEM 100.000 100.500 0.500% 20.000% 0.100%
LQD 100.000 100.750 0.750% 5.000% 0.038%
IYR 100.000 101.000 1.000% 20.000% 0.200%
PFF 100.000 101.250 1.250% 5.000% 0.063%
Money Market
Position

100.000 100.017 0.017% 50.000% 0.008%

Return of Index Underlying
Assets:

0.408%
Return of Notional Cash
Investment in the Notional
Interest Rate:

0.017%
Accrued Portion of the 0.65%
Per Annum:

0.002%
Index Return: 0.390%

In this example, the index underlying assets all had positive returns. The return of the index underlying assets prior to
adjustment for the notional interest rate and the accrued portion of the 0.65% per annum for the day equals 0.408% for
the day and, once the notional interest rate for the day and accrued portion of the 0.65% per annum for the day are
subtracted, the return of the index for the day equals 0.390%.
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Example 2: Each index underlying asset appreciates. The sum of the weighted returns of each index underlying asset
is less than the sum of the notional interest rate plus the accrued portion of the 0.65% per annum for the day. The
volatility cap is never breached.

Column A Column B Column C Column D Column
E

Index 
Underlying
Asset
(Ticker)

Hypothetical
Initial Level

Hypothetical
Final Level

Return of Index
Underlying Asset
(Column B / 
Column A)-1

Weighting Column
C x

Column
D

EEM 100.000 100.010 0.010% 20.000% 0.002%
LQD 100.000 100.010 0.010% 5.000% 0.001%
IYR 100.000 100.010 0.010% 20.000% 0.002%
PFF 100.000 100.010 0.010% 5.000% 0.001%
Money Market
Position

100.000 100.017 0.017% 50.000% 0.008%

Return of Index Underlying
Assets:

0.013%
Return of Notional Cash
Investment in the Notional
Interest Rate:

0.017%
Accrued Portion of the 0.65%
Per Annum:

0.002%
Index Return: -0.005%

In this example, the index underlying assets all had positive returns. The return of the index underlying assets prior to
adjustment for the notional interest rate equals 0.013% for the day and, since the sum of the notional interest rate plus
the accrued portion of the 0.65% per annum for the day is greater than such return, once the notional interest rate for
the day and accrued portion of the 0.65% per annum for the day are subtracted, the return of the index for the day is
negative and equals -0.005%.
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Example 3: Each index underlying asset depreciates. The volatility cap is never breached.

Column A Column B Column C Column D Column
E

Index 
Underlying
Asset
(Ticker)

Hypothetical
Initial Level

Hypothetical
Final Level

Return of Index
Underlying Asset
(Column B / 
Column A)-1

Weighting Column
C x

Column
D

EEM 100.000 99.500 -0.500% 20.000% -0.100%
LQD 100.000 99.250 -0.750% 5.000% -0.038%
IYR 100.000 99.000 -1.000% 20.000% -0.200%
PFF 100.000 98.750 -1.250% 5.000% -0.063%
Money Market
Position

100.000 100.017 0.017% 50.000% 0.008%

Return of Index Underlying
Assets:

-0.392%
Return of Notional Cash
Investment in the Notional
Interest Rate:

0.017%
Accrued Portion of the 0.65%
Per Annum:

0.002%
Index Return: -0.410%

In this example, the index underlying assets all had negative returns. The return of the index underlying assets prior to
adjustment for the notional interest rate and the accrued portion of the 0.65% per annum for the day equals -0.392%
for the day and once the notional interest rate for the day and accrued portion of the 0.65% per annum for the day are
subtracted the return of the index for the day is further reduced and equals -0.410%.
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Example 4: The index underlying assets have mixed returns. The volatility cap is never breached.

Column A Column B Column C Column D Column
E

Index 
Underlying
Asset
(Ticker)

Hypothetical
Initial Level

Hypothetical
Final Level

Return of Index
Underlying Asset
(Column B / 
Column A)-1

Weighting Column
C x

Column
D

EEM 100.000 100.500 0.500% 20.000% 0.100%
LQD 100.000 100.750 0.750% 5.000% 0.038%
IYR 100.000 99.000 -1.000% 20.000% -0.200%
PFF 100.000 98.750 -1.250% 5.000% -0.063%
Money Market
Position

100.000 100.017 0.017% 50.000% 0.008%

Return of Index Underlying
Assets:

-0.117%
Return of Notional Cash
Investment in the Notional
Interest Rate:

0.017%
Accrued Portion of the 0.65%
Per Annum:

0.002%
Index Return: -0.135%

In this example, three of the index underlying assets had a negative return and two had positive returns. The return of
the index underlying assets prior to adjustment for the notional interest rate and the accrued portion of the 0.65% per
annum for the day equals -0.117% for the day and, once the notional interest rate for the day and accrued portion of
the 0.65% per annum for the day are subtracted, the return of the index for the day is further reduced and equals
-0.135%.
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Example 5: As a result of daily total return index rebalancing, the index ratably rebalances into the money market
position on an index business day.

Column A Column B Column C Column D Column
E

Index
Underlying
Asset 
(Ticker)

Hypothetical
Initial Level

Hypothetical
Final Level

Return of Index
Underlying Asset
(Column B / 
Column A)-1

Weighting Column
C x

Column
D

With Initial Exposure to
the Money Market
Position (prior to daily
total return index
rebalancing)

EEM 100.000 100.500 0.500% 20.000% 0.100%
LQD 100.000 100.750 0.750% 5.000% 0.038%
IYR 100.000 101.000 1.000% 20.000% 0.200%

PFF 100.000 101.250 1.250% 5.000% 0.063%
Money
Market
Position

100.000 100.017 0.017% 50.000% 0.008%

Return of Index
Underlying Assets:

0.408%
Return of Notional
Cash Investment in
the Notional Interest
Rate:

0.017%
Accrued Portion of
the 0.65% Per
Annum:

0.002%
Index Return:
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0.390%
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Column A Column B Column C Column D Column
E

Index
Underlying
Asset 
(Ticker)

Hypothetical  
Initial Level

Hypothetical
Final Level

Return of Index
Underlying Asset
(Column B / 
Column A)-1

Weighting Column
C x

Column
D

With Additional Exposure
to the Money Market
Position (after daily total
return index rebalancing)

EEM 100.000 100.500 0.500% 16.000% 0.080%
LQD 100.000 100.750 0.750% 4.000% 0.030%
IYR 100.000 101.000 1.000% 16.000% 0.160%

PFF 100.000 101.250 1.250% 4.000% 0.050%
Money
Market
Position

100.000 100.017 0.017% 60.000% 0.010%

Return of Index
Underlying Assets:

0.330%
Return of Notional
Cash Investment in
the Notional
Interest Rate:

0.017%
Accrued Portion of
the 0.65% Per
Annum:

0.002%
Index Return:

0.312%
In this example, in order to highlight the effect of rebalancing into the money market position as a result of daily total
return index rebalancing, we have assumed that the realized volatility for the applicable cap period exceeds the
volatility cap by 1.5%, thereby reducing the exposure to the base index (and, consequently, each index underlying
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asset) by 20%. We have shown what the index underlying assets’ returns would have been for the index business day
both without and with the daily total return index rebalancing. Since the returns on EEM, LQD, IYR and PFF were
higher than the money market position, the increased weighting to the money market position for the index business
day caused the return of the index to be lower than it would have been without the daily total return index rebalancing
feature.

We cannot predict which eligible underlying assets will be chosen as index underlying assets on any day, the weights
of the index underlying assets or what the final levels will be for any index underlying assets or the notional interest
rate. The actual amount that you will receive maturity and the rate of return on the offered notes will depend on the
performance of the index which will be determined by the index underlying assets chosen and their weightings.
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SUPPLEMENTAL DISCUSSION OF FEDERAL INCOME TAX CONSEQUENCES

The following section supplements the discussion of U.S. federal income taxation in the accompanying prospectus.

The following section is the opinion of Sidley Austin llp, counsel to GS Finance Corp. and The Goldman Sachs
Group, Inc. It applies to you only if you hold your notes as a capital asset for tax purposes. This section does not apply
to you if you are a member of a class of holders subject to special rules, such as:

•a dealer in securities or currencies;
•a trader in securities that elects to use a mark-to-market method of accounting for your securities holdings;
•a bank;
•a regulated investment company;
•a life insurance company;
•a tax-exempt organization;
•a partnership;
•a person that owns the notes as a hedge or that is hedged against interest rate risks;
•a person that owns the notes as part of a straddle or conversion transaction for tax purposes; or
•a United States holder (as defined below) whose functional currency for tax purposes is not the U.S. dollar.
This section is based on the U.S. Internal Revenue Code of 1986, as amended, its legislative history, existing and
proposed regulations under the Internal Revenue Code, published rulings and court decisions, all as currently in effect.
These laws are subject to change, possibly on a retroactive basis.

You should consult your tax advisor concerning the U.S. federal income tax and other tax consequences of your
investment in the notes, including the application of state, local or other tax laws and the possible effects of changes
in federal or other tax laws.
United States Holders

This subsection describes the tax consequences to a United States holder. You are a United States holder if you are a
beneficial owner of notes and you are:

•a citizen or resident of the United States;
•a domestic corporation;
•an estate whose income is subject to U.S. federal income tax regardless of its source; or
•a trust if a United States court can exercise primary supervision over the trust’s administration and one or more United
States persons are authorized to control all substantial decisions of the trust.
If you are not a United States holder, this section does not apply to you and you should refer to “— United States Alien
Holders” below.

Your notes will be treated as debt instruments subject to special rules governing contingent payment debt instruments
for U.S. federal income tax purposes. Under those rules, the amount of interest you are required to take into account
for each accrual period will be determined by constructing a projected payment schedule for your notes and applying
rules similar to those for accruing original issue discount on a hypothetical noncontingent debt instrument with that
projected payment schedule. This method is applied by first determining the yield at which we would issue a
noncontingent fixed rate debt instrument with terms and conditions similar to your notes (the “comparable yield”) and
then determining as of the issue date a payment schedule that would produce the comparable yield. These rules will
generally have the effect of requiring you to include amounts in income in respect of your notes over their term based
on the comparable yield for the notes, even though you generally will not receive any payments from us until
maturity.
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It is not entirely clear how, under the rules governing contingent payment debt instruments, the maturity date for debt
instruments (such as your notes) that provide for the possibility of early redemption should be determined for purposes
of computing the comparable yield and projected payment schedule. It would be reasonable, however, to compute the
comparable yield and projected payment schedule for your notes (and we intend to make the computation in such a
manner) based on the assumption that your notes will remain outstanding until the stated maturity date.
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We have determined that the comparable yield for the notes is equal to         % per annum, compounded semi-annually
with a projected payment at maturity of $          based on an investment of $1,000.

Based on this comparable yield, if you are an initial holder that holds a note until maturity and you pay your taxes on a
calendar year basis, we have determined that you would be required to report the following amounts as ordinary
income, not taking into account any positive or negative adjustments you may be required to take into account based
on the actual payments on the notes, from the note each year:

Accrual Period
Interest Deemed to Accrue During
Accrual Period (per $1,000 note)

Total Interest Deemed to Have Accrued from
Original Issue Date (per $1,000 note) as of End of
Accrual Period

                           through
December 31, 2019
January 1, 2020 through
December 31, 2020
January 1, 2021 through
December 31, 2021
January 1, 2022 through
December 31, 2022
January 1, 2023 through
December 31, 2023
January 1, 2024 through
December 31, 2024
January 1, 2025 through
December 31, 2025
January 1, 2026 through
You are required to use the comparable yield and projected payment schedule that we compute in determining your
interest accruals in respect of your notes, unless you timely disclose and justify on your U.S. federal income tax return
the use of a different comparable yield and projected payment schedule.

The comparable yield and projected payment schedule are not provided to you for any purpose other than the
determination of your interest accruals in respect of your notes, and we make no representation regarding the amount
of contingent payments with respect to your notes.

If you purchase your notes at a price other than their adjusted issue price determined for tax purposes, you must
determine the extent to which the difference between the price you paid for your notes and their adjusted issue price is
attributable to a change in expectations as to the projected payment schedule, a change in interest rates, or both, and
reasonably allocate the difference accordingly. The adjusted issue price of your notes will equal your notes’ original
issue price plus any interest deemed to be accrued on your notes (under the rules governing contingent payment debt
instruments) as of the time you purchase your notes. The original issue price of your notes will be the first price at
which a substantial amount of the notes is sold to persons other than bond houses, brokers or similar persons or
organizations acting in the capacity of underwriters, placement agents or wholesalers. Therefore, you may be required
to make the adjustments described above even if you purchase your notes in the initial offering if you purchase your
notes at a price other than the issue price.

If the adjusted issue price of your notes is greater than the price you paid for your notes, you must make positive
adjustments increasing (i) the amount of interest that you would otherwise accrue and include in income each year,
and (ii) the amount of ordinary income (or decreasing the amount of ordinary loss) recognized upon maturity by the
amounts allocated under the previous paragraph to each of interest and the projected payment schedule; if the adjusted
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issue price of your notes is less than the price you paid for your notes, you must make negative adjustments,
decreasing (i) the amount of interest that you must include in income each year, and (ii) the amount of ordinary
income (or increasing the amount of ordinary loss) recognized upon maturity by the amounts allocated under the
previous paragraph to each of interest and the projected payment schedule. Adjustments allocated to the interest
amount are not made until the date the daily portion of interest accrues.

Because any Form 1099-OID that you receive will not reflect the effects of positive or negative adjustments resulting
from your purchase of notes at a price other than the adjusted issue price determined for tax purposes, you are urged to
consult with your tax advisor as to whether and how adjustments should be made to the amounts reported on any
Form 1099-OID.
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You will recognize income or loss upon the sale, exchange, redemption or maturity of your notes in an amount equal
to the difference, if any, between the cash amount you receive at such time and your adjusted basis in your notes. In
general, your adjusted basis in your notes will equal the amount you paid for your notes, increased by the amount of
interest you previously accrued with respect to your notes (in accordance with the comparable yield and the projected
payment schedule for your notes), and increased or decreased by the amount of any positive or negative adjustment,
respectively, that you are required to make if you purchase your notes at a price other than the adjusted issue price
determined for tax purposes.

Any income you recognize upon the sale, exchange, redemption or maturity of your notes will be ordinary interest
income. Any loss you recognize at such time will be ordinary loss to the extent of interest you included as income in
the current or previous taxable years in respect of your notes, and, thereafter, capital loss. If you are a noncorporate
holder, you would generally be able to use such ordinary loss to offset your income only in the taxable year in which
you recognize the ordinary loss and would generally not be able to carry such ordinary loss forward or back to offset
income in other taxable years.

Pursuant to recently enacted legislation, for taxable years beginning after December 31, 2018, with respect to a debt
instrument issued with original issue discount, such as the notes, an accrual method taxpayer that reports revenues on
an applicable financial statement generally must recognize income for U.S. federal income tax purposes no later than
the taxable year in which such income is taken into account as revenue in an applicable financial statement of the
taxpayer. For this purpose, an “applicable financial statement” generally means a financial statement certified as having
been prepared in accordance with generally accepted accounting principles or that is made on the basis of international
financial reporting standards and which is used by the taxpayer for various specified purposes. This rule could
potentially require such a taxpayer to recognize income for U.S. federal income tax purposes with respect to the notes
prior to the time such income would be recognized pursuant to the rules described above. Potential investors in the
notes should consult their tax advisors regarding the potential applicability of these rules to their investment in the
notes.

United States Alien Holders

If you are a United States alien holder, please see the discussion under “United States Taxation — Taxation of Debt
Securities — United States Alien Holders” in the accompanying prospectus for a description of the tax consequences
relevant to you. You are a United States alien holder if you are the beneficial owner of the notes and are, for U.S.
federal income tax purposes:

•a nonresident alien individual;
•a foreign corporation; or
•an estate or trust that in either case is not subject to U.S. federal income tax on a net income basis on income or gain
from the notes.
The Treasury Department has issued regulations under which amounts paid or deemed paid on certain financial
instruments (“871(m) financial instruments”) that are treated as attributable to U.S.-source dividends could be treated, in
whole or in part depending on the circumstances, as a “dividend equivalent” payment that is subject to tax at a rate of
30% (or a lower rate under an applicable treaty), which in the case of amounts you receive upon the sale, exchange,
redemption or maturity of your notes, could be collected via withholding. If these regulations were to apply to the
notes, we may be required to withhold such taxes if any U.S.-source dividends are paid on any ETFs included in the
index during the term of the notes. We could also require you to make certifications (e.g., an applicable Internal
Revenue Service Form W-8) prior to the maturity of the notes in order to avoid or minimize withholding obligations,
and we could withhold accordingly (subject to your potential right to claim a refund from the Internal Revenue
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Service) if such certifications were not received or were not satisfactory. If withholding was required, we would not be
required to pay any additional amounts with respect to amounts so withheld. These regulations generally will apply to
871(m) financial instruments (or a combination of financial instruments treated as having been entered into in
connection with each other) issued (or significantly modified and treated as retired and reissued) on or after January 1,
2021, but will also apply to certain 871(m) financial instruments (or a combination of financial instruments treated as
having been entered into in connection with each other) that have a delta (as defined in the applicable Treasury
regulations) of one and are issued (or significantly modified and treated as retired and reissued) on or after January 1,
2017.  In addition, these regulations will not apply to financial instruments that reference a “qualified index” (as defined
in the regulations).  We have determined that, as of the issue date of your notes, your notes will not be subject to
withholding under these rules.  In certain limited circumstances, however, you should be aware that it is possible for
United States alien holders to be liable for tax under these rules with respect to a combination of transactions treated
as having been entered into in connection with each other even when no withholding is required.  You should consult
your tax advisor concerning these regulations, subsequent official guidance and regarding any other possible
alternative characterizations of your notes for U.S. federal income tax purposes.

PS-53

Edgar Filing: HYDROMER INC - Form 10KSB

98



Foreign Account Tax Compliance Act (FATCA) Withholding

Pursuant to Treasury regulations, Foreign Account Tax Compliance Act (FATCA) withholding (as described in
“United States Taxation—Taxation of Debt Securities—Foreign Account Tax Compliance Act (FATCA) Withholding” in the
accompanying prospectus) will generally apply to obligations that are issued on or after July 1, 2014; therefore, the
notes will generally be subject to the FATCA withholding rules. Pursuant to recently proposed regulations, the
Treasury Department has indicated its intent to eliminate the requirements under FATCA of withholding on gross
proceeds from the sale, exchange, maturity or other disposition of relevant financial instruments. The Treasury
Department has indicated that taxpayers may rely on these proposed regulations pending their finalization.

PS-54

Edgar Filing: HYDROMER INC - Form 10KSB

99



DEFAULT AMOUNT ON ACCELERATION

If an event of default occurs and the maturity of your notes is accelerated, the company will pay the default amount in
respect of the principal of your notes at the maturity, instead of the amount payable on the stated maturity date as
described earlier. We describe the default amount under “Terms and Conditions” above.

For the purpose of determining whether the holders of our Series E medium-term notes, which include your notes, are
entitled to take any action under the indenture, we will treat the outstanding face amount of your notes as the
outstanding principal amount of that note. Although the terms of the offered notes differ from those of the other Series
E medium-term notes, holders of specified percentages in principal amount of all Series E medium-term notes,
together in some cases with other series of our debt securities, will be able to take action affecting all the Series E
medium-term notes, including your notes, except with respect to certain Series E medium-term notes if the terms of
such notes specify that the holders of specified percentages in principal amount of all of such notes must also consent
to such action. This action may involve changing some of the terms that apply to the Series E medium-term notes,
accelerating the maturity of the Series E medium-term notes after a default or waiving some of our obligations under
the indenture. In addition, certain changes to the indenture and the notes that only affect certain debt securities may be
made with the approval of holders of a majority in principal amount of such affected debt securities. We discuss these
matters in the accompanying prospectus under “Description of Debt Securities We May Offer — Default, Remedies and
Waiver of Default” and “Description of Debt Securities We May Offer — Modification of the Debt Indentures and Waiver
of Covenants”.

PS-55

Edgar Filing: HYDROMER INC - Form 10KSB

100



SUPPLEMENTAL PLAN OF DISTRIBUTION; CONFLICTS OF INTEREST

See “Supplemental Plan of Distribution” in the accompanying index supplement and “Plan of Distribution — Conflicts of
Interest” on page 94 of the accompanying prospectus; GS Finance Corp. estimates that its share of the total offering
expenses, excluding underwriting discounts and commissions, will be approximately $          .

GS Finance Corp. will sell to GS&Co., and GS&Co. will purchase from GS Finance Corp., the aggregate face amount
of the offered notes specified on the front cover of this pricing supplement. GS&Co. proposes initially to offer the
notes to the public at the original issue price set forth on the cover page of this pricing supplement, and to certain
securities dealers at such price less a concession not in excess of       % of the face amount. The original issue price for
notes purchased by certain retirement accounts and certain fee-based advisory accounts will be       % of the face
amount of the notes, which will reduce the underwriting discount specified on the cover of this pricing supplement
with respect to such notes to       %. GS&Co. is an affiliate of GS Finance Corp. and The Goldman Sachs Group, Inc.
and, as such, will have a “conflict of interest” in this offering of notes within the meaning of Financial Industry
Regulatory Authority, Inc. (FINRA) Rule 5121. Consequently, this offering of notes will be conducted in compliance
with the provisions of FINRA Rule 5121. GS&Co. will not be permitted to sell notes in this offering to an account
over which it exercises discretionary authority without the prior specific written approval of the account holder.

We have been advised that GS&Co. will also pay a fee in connection with the distribution of the notes to SIMON
Markets LLC, a broker-dealer affiliated with GS Finance Corp.

We expect to deliver the notes against payment therefor in New York, New York on May 17, 2019. Under Rule
15c6-1 of the Securities Exchange Act of 1934, trades in the secondary market generally are required to settle in two
business days, unless the parties to any such trade expressly agree otherwise. Accordingly, purchasers who wish to
trade notes on any date prior to two business days before delivery will be required to specify alternative settlement
arrangements to prevent a failed settlement.

We have been advised by GS&Co. that it intends to make a market in the notes. However, neither GS&Co. nor any of
our other affiliates that makes a market is obligated to do so and any of them may stop doing so at any time without
notice. No assurance can be given as to the liquidity or trading market for the notes.

The notes will not be listed on any securities exchange or interdealer quotation system.
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We have not authorized anyone to provide any information or to make any
representations other than those contained or incorporated by reference in this
pricing supplement, the accompanying index supplement, the accompanying
prospectus supplement or the accompanying prospectus. We take no
responsibility for, and can provide no assurance as to the reliability of, any other
information that others may give you. This pricing supplement, the accompanying
index supplement, the accompanying prospectus supplement and the
accompanying prospectus is an offer to sell only the notes offered hereby, but
only under circumstances and in jurisdictions where it is lawful to do so. The
information contained in this pricing supplement, the accompanying index
supplement, the accompanying prospectus supplement and the accompanying
prospectus is current only as of the respective dates of such documents.
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