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Market Update 

Breaking from Tradition: In this Bear Market, 
Growth Outperformed 

 
This year’s equity bear market has been an equal opportunity one: managers across all regions have suffered. But 
some have suffered less than others.  

An analysis of recent returns shows that the majority of international (non-US) growth funds managed by active 
managers are beating their benchmarks, net-of-fees. This is an improvement over performance in previous 
drawdowns.  

In addition, growth managers had a higher success rate of beating the indices than value managers and delivered 
higher absolute returns. That was something of a surprise, as investors have grown used to seeing value strategies 
provide more wealth-preservation in times of stress. 
 

International Active Manager Excess Return During Drawdown 

 
Source: Morningstar Direct, GSAM as of 4/15/2020. Drawdown periods are defined by when S&P 500 Index had the largest drawdown. International Active 
Managers are referred to 394 non-index mutual fund products in the Morningstar Foreign Large Blend, Foreign Large Growth and Foreign Large Value 
categories. The drawdown periods are defined by S&P 500 Index’ largest drawdown. “2007-2009” refers to 10/10/2007 – 3/9/2009. “2011” refers to “4/30/2011 – 
8/8/2011”. “2018” refers to 9/21/2018 – 12/24/2018. “2020” refers to 2/19/2020 – 3/23/2020. Excess return is calculated versus the primary prospectus 
benchmark of each fund.  
Past performance does not guarantee future results, which may vary. 
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In our opinion, investors today are most concerned about the structural challenges facing areas that tend to be more 
heavily driven by a value style. For example, the energy sector, which is the worst performing across all sectors both 
in and outside of the US, is more significantly represented in value indexes.   

If these challenges persist, what may seem like an anomaly today may become a persistent trend tomorrow. 

This pattern was not limited to international managers. Returns for US large-cap and small-cap managers showed a 
similar pattern of growth managers outperforming value ones at a higher rate, with higher absolute returns. In the 
recent bear market, fewer than half of the value managers beat their benchmark while more than 65% of growth 
managers did. On average, growth managers outperformed value managers by 6%. 

Less surprisingly—but just as importantly—the balance sheet strength of the companies in each strategy also affected 
performance during the downturn. The worst performing growth managers in both US and international markets 
generally had lower quality exposure. Those with higher correlations to the quality factor — investing in companies with 
a high return on equity, stable year-over-year earnings growth and low financial leverage — did better. 

Given the uncertain nature of the current environment, we believe companies that have the financial wherewithal to 
withstand a few quarters of lower revenues, earnings and cash flow are also the most likely to emerge as market 
share leaders. 

Glossary 

■ A drawdown is a peak-to-trough decline during a specific period for an investment. 

■ A bear market is when a market experiences prolonged price declines. 

■ The absolute return is a measure of the gain or loss on an investment portfolio expressed as a percentage of 
invested capital. 

■ Excess returns are returns achieved above and beyond the return of a benchmark/proxy. 

■ Active management refers to a portfolio management strategy where the manager makes specific investments 
with the goal of outperforming an investment benchmark index or target return. 

■ A balance sheet is a statement of the financial position of a business that lists the assets, liabilities, and owner's 
equity at a particular point in time.  

■ Correlation is a statistic that measures the degree to which two securities move in relation to each other. 

■ Return on equity (ROE) is a measure of financial performance calculated by dividing net income by 
shareholders' equity. 

■ Leverage refers to the amount of debt a firm uses to finance assets. 
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General Disclosures 
This material is provided for informational purposes only and should not be construed as investment advice or an offer or solicitation to buy or sell securities.  
THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR 
UNLAWFUL TO DO SO.  
©2020 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) 
is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. Past 
performance is not guarantee of future results.  
Prospective investors should inform themselves as to any applicable legal requirements and taxation and exchange control regulations in the countries of their citizenship, residence or 
domicile which might be relevant. 
All investing involves some degree of risk, whether it is associated with market volatility, purchasing power or a specific security. 
Past performance does not guarantee future results, which may vary. The value of investments and the income derived from investments will fluctuate and can go down as 
well as up. A loss of principal may occur. 
Equity investments are subject to market risk, which means that the value of its investments may go up or down in response to the prospects of individual companies, particular sectors 
and/or general economic conditions. 
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by GSAM to buy, sell, or hold any security. Views and opinions are current as 
of April 2020 and may be subject to change, they should not be construed as investment advice. 
Individual portfolio management teams for GSAM may have views and opinions and/or make investment decisions that, in certain instances, may not always be consistent with the views 
and opinions expressed herein. 
In an effort to distinguish funds by what they own, as well as by their prospectus objectives and styles, Morningstar developed the Morningstar Categories. While the prospectus objective 
identifies a fund's investment goals based on the wording in the fund prospectus, the Morningstar Category identifies funds based on their actual investment styles as measured by their 
underlying portfolio holdings (portfolio and other statistics over the past three years). 
Goldman Sachs has no obligation to provide updates or changes to these forecasts.  
Although certain information has been obtained from sources believed to be reliable, we do not guarantee its accuracy, completeness or fairness. We have relied upon and assumed 
without independent verification, the accuracy and completeness of all information available from public sources.  
This information discusses general market activity, industry or sector trends, or other broad-based economic, market or political conditions and should not be construed as research or 
investment advice. This material has been prepared by GSAM and is not financial research nor a product of Goldman Sachs Global Investment Research (GIR). It was not prepared in 
compliance with applicable provisions of law designed to promote the independence of financial analysis and is not subject to a prohibition on trading following the distribution of financial 
research. The views and opinions expressed may differ from those of Goldman Sachs Global Investment Research or other departments or divisions of Goldman Sachs and its affiliates. 
Investors are urged to consult with their financial advisors before buying or selling any securities. This information may not be current and GSAM has no obligation to provide any updates 
or changes. 
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property and a service mark of Morgan Stanley Capital International Inc. (MSCI) and Standard 
& Poor’s, a division of The McGraw-Hill Companies, Inc. (S&P) and is licensed for use by Goldman Sachs. Neither MSCI, S&P nor any other party involved in making or compiling the 
GICS or any GICS classifications makes any express or implied warranties or representations with respect to such standard or classification (or the results to be obtained by the use 
thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such 
standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party involved in making or compiling the GICS or any GICS 
classifications have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the possibility of such damages.  
Stock investments are subject to market risk, which means that the value of the securities may go up or down in response to the prospects of individual companies, particular sectors 
and/or general economic conditions. 
Foreign securities may be more volatile than investments in U.S. securities and will be subject to a number of additional risks, including but not limited to currency fluctuations and political 
developments. 

Confidentiality 
No part of this material may, without GSAM's prior written consent, be (i) copied, photocopied or duplicated in any form, by any means, or (ii) distributed to any person that is not an 
employee, officer, director, or authorized agent of the recipient. 
© 2020 Goldman Sachs. All rights reserved. Date of first use: 4/20//2020. 200888-TMPL-04/2020-1178908. 


