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Insights from 42 leading US-based healthcare systems and hospitals 
representing over $350 billion in investments.1

COVID-19 has meaningfully impacted 
hospital systems both operationally and 
financially. The pandemic has exposed 
challenges to hospital systems that are 
being addressed through a refined focus on 
liquidity management, dynamic investment 
decisions, and collaboration across the 
governance structure.

Despite this disruption, we have observed 
an acceleration in three healthcare 
investment trends: Scale, Alignment, and 
Risk Management. While uncertainty 
remains, our 2020 GSAM Healthcare 
Diagnostic highlights how healthcare 
systems are planning for 2021 and beyond.

1. As of November 2020.

1 | Scale
Within a persistent environment of mergers and 
acquisitions (M&A), larger healthcare organizations may 
benefit from certain efficiencies. Despite requiring more 
employees, larger healthcare investment portfolios may 
have a lower cost per employee. Additionally, the largest 
portfolios may be able to more efficiently access 
alternatives and other high-fee assets.

2 | Alignment
Hospitals are increasingly taking into consideration the 
return objectives, operating margins, and liquidity profile 
within the investment portfolio. In addition, many seek to 
align their investment portfolio with their mission through 
Environment, Social, and Governance (ESG) and impact 
investment strategies.

3 | Risk Management
COVID-19 has underscored the need for enterprise risk 
management analyses that consider a wide range of 
outcomes, as well as the need for nimbleness. Due to 
strong liquidity management throughout the crisis, 
hospital systems may be well-positioned to seek higher 
expected returns from private assets.
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Key Highlights

Investment Strategy

Average asset allocations 
remained largely consistent with 
the prior year, and are similar 
across long-term and pension 
plan investments. Within 
alternatives, hedge funds 
continued to represent the 
largest allocation.

Market Outlook

Private assets remain the most 
likely asset classes to see 
increased allocations, while cash 
and short-term securities are 
expected to decrease. 
Respondents may be looking to 
deploy or return capital following 
pandemic-related cash inflows.

Liquidity Management

Fewer respondents see liquidity 
shortfall as a top concern relative 
to last year, possibly reflecting 
inflows from federal funding and 
credit facilities. Organizations 
use a wide range of internal and 
third-party systems to manage 
their liquidity.

Environment, Social, and 
Governance

Around half of respondents have 
implemented ESG approaches. 
The majority of those who have 
implemented ESG approaches 
chose to do so by integrating 
ESG factors into the investment 
process in search of better 
performance.

Enterprise Risk Management

30% responded that they were 
“very worried” about operational 
pressures, although only 25% 
have altered their operating risk 
based on an enterprise risk 
management analysis.
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Source: GSAM.

Type of System

Number of Investment Pools by Size and Type

Overview
Participant Summary

Role of Professional
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Source: GSAM.

Asset allocation differs by investment pool, but unrestricted cash 
& investments (UCI) and defined benefit (DB) plans have 
remarkably similar average allocations despite their very different 
strategic objectives. 

Average Asset Allocation by Asset Pool

Unrestricted Cash & 
Investments (%)

Defined Benefit 
Pension Plan (%) Self-Insurance (%)

Cash and Short-Term Securities 6.1 7.1 8.4
Investment Grade Fixed Income 25.4 33.5 54.3
Other Fixed Income 5.9 1.8 1.9
Equities 37.0 37.6 25.1
Alternatives 25.7 19.9 10.3

Hedge Funds 13.0 9.3 3.8
Private Equity 5.2 4.0 0.5
Private Credit 1.6 1.4 0.3
Infrastructure 0.5 0.2 0.0
Private Real Estate 2.5 2.0 0.6

Other 3.0 3.0 5.1

Larger investment pools often have higher allocations to 
alternatives but the range of percentages to cash & fixed income 
is high between UCI and DB portfolios which may reflect 
differences in the total financial profile of the organization and 
stage of pension risk management. 

Overview
Investment Pools

Average Asset Allocation by Size
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Source: GSAM. Left hand side chart notes: the answers are sorted in decreasing order by percent of “4” and “5” responses. Right hand side chart notes: the answers are sorted in decreasing order by percent of “Increase” responses.

Despite a challenging operating environment in 2020, healthcare organizations remain bullish on private markets 
and risk assets broadly as they seek to generate long-term investment returns. 

Please rank how worried you are about the following 
risks in the next 12 months on a scale of 1 to 5:

Respondents appear more bearish than last year on a range of 
risks: at least 50% of respondents ranked 4 out of 8 risks as a 
4 or 5, compared to only 2 out of 7 risks in 2019. However, 
concern around a liquidity shortfall has decreased slightly, 
potentially because some systems improved their liquidity during 
the crisis and now have excess cash on hand. Meanwhile, 
concern around the path of interest rates has increased.

Similar to 2019, private markets remain a key focus and one of 
the most likely asset classes to see increases. Investors are 
notably more bullish on equities as 30% indicate they will 
increase exposure in the year ahead versus 18% in 2019. Cash 
and short-term securities are the most likely to decrease, 
potentially reflecting cash buffers and inflows following the 
CARES Act. Respondents also appear more bullish on hedge 
funds with 76% indicating they will maintain or increase 
exposure compared to 61% in 2019. 

Overview
Market Outlook

Over the next 12 months, do you plan to decrease, 
keep relatively constant, or increase the following 
investment strategies?
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Source: GSAM. The expected return on assets presented herein have been provided by Survey respondents and are for informational purposes only, as of the date of this presentation. There can be no assurance that the expected returns 
will be achieved.

Average Asset Allocation by EROA

Investments
Expected Return on Assets

A higher expected return on assets (EROA) unsurprisingly corresponds to lower amounts of fixed income and 
higher amounts of equities. Respondents with the highest EROAs had a lower average allocation to alternatives, 
potentially because alternatives allocations are largely comprised of hedge funds, which tend to have a lower 
expected return.
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Source: GSAM. The expected return on assets presented herein have been provided by Survey respondents and are for informational purposes only, as of the date of this presentation. There can be no assurance that the expected returns will be 
achieved.

Investments
Expected Return on Assets

Expected Return for the Long-Term Investment Pool 
and Defined Benefit Plans

Expected returns are generally higher for defined benefit plans 
than for long-term investment pools, possibly reflecting a higher 
allocation to equities among select larger plans and the inclusion 
of expected returns in pension expense.

Allocating Capital

Organizations often tilt their portfolio by over- and 
underweighting existing line items, but some may outsource 
tactical asset allocation or employ derivatives.

Which of the following strategies do you employ in an 
effort to allocate capital in a timely and/or nimble 
manner?
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Source: GSAM.

Investments
Healthcare Innovation Programs

Groups with Oversight of Healthcare Innovation Program

Of the 55% of respondents who have a captive healthcare innovation program, the majority have a captive 
healthcare innovation team with oversight responsibility of the program. However, a range of stakeholders 
may also be involved. 

Capital Deployed
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Source: GSAM.

Index funds are the most common form of passive management 
among respondents. Consistent with broader trends in asset 
management, developed equities see significantly higher use of 
passive management, with 93% of respondents using at least 
one of the above options. In both emerging markets equities and 
fixed income, only 53% of respondents use at least one form of 
passive management.

Implementation
Passive Management

Use of Passive Management

Liquidity Management

Most respondents monitor portfolio liquidity with internal 
systems, but organizations also use a wide range of manual 
systems and third party resources.

Tools and Systems Used to Monitor Portfolio Liquidity
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Implementation
Scale and Resources

Source: GSAM.

Number of Full-Time Employees

Cost of External Advice ($ thousands)

Cost Per Full-Time Employee ($ thousands / FTE)

Cost of Investment Managers (bps)

Scale and resourcing of investment offices is notable among organizations with $5 billion or more in unrestricted 
cash and investments. While larger organizations often require more employees, they are able to achieve a lower 
cost per employee. Additionally, larger organizations see wider dispersion in the cost of external advice, potentially 
driven by the degree of complexity in asset allocation. Larger organizations also tend to have higher investment 
manager costs, likely stemming from increased allocations to alternatives. However, organizations with at least 
$5 billion in unrestricted cash and investments may be able to negotiate lower fees than those with $1–5 billion.
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Source: GSAM. This does not constitute investment advice regarding any defined contribution program.  ERISA considerations may apply.

Implementation
Environmental, Social, Governance Measures (“ESG”)

For respondents that have implemented ESG approaches, 
which of the following have you implemented?

Have you considered including ESG options on your 
DC platform?

Half of respondents have implemented ESG into their investment program, a significant increase from 29% 
two years ago. 53% screen out objectionable exposures (“Alignment”) and 67% combine ESG practices into the 
investment process (“Integration”). Additionally, around one-third of respondents plan to offer ESG options on 
their Defined Contribution platform, although over half have not considered the possibility.

Alignment: ESG criteria are used to screen out companies and issuers
Integration: ESG analysis may inform how we evaluate companies and issuers
Impact: Capital is invested to seek to benefit from or accelerate specific ESG trends
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Source: GSAM. *Percent of survey participants who responded “changed pension investment risk” was measured against the total number of respondents who provided a response to this question and had a defined benefit pension. All other 
responses were measured against the total number of respondents who provided a response to this question.

Implementation
Enterprise Risk Management

Actions Taken Based on ERM Analysis Timeline to Generate Next ERM Analysis

Based upon an enterprise risk management (ERM) analysis, respondents have taken selected actions, with the 
majority modifying the liquidity profile of their investments. Other common actions include restructuring or issuing 
new debt, and changing balance sheet or pension investment risk. Despite operational pressures being a top 
concern for respondents, only 25% have altered operating risk based on an ERM analysis. Enterprise risk 
management continues to be top-of-mind, with 60% of respondents planning to run an ERM analysis within the 
next year, and 91% within the next 2 years.
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Hedge funds and other private investment funds (collectively, “Alternative Investments”) are subject to less regulation than other types of pooled investment vehicles such as mutual funds.  Alternative Investments may impose significant fees, 
including incentive fees that are based upon a percentage of the realized and unrealized gains and an individual’s net returns may differ significantly from actual returns.  Such fees may offset all or a significant portion of such Alternative Investment’s
trading profits. Alternative Investments are not required to provide periodic pricing or valuation information.  Investors may have limited rights with respect to their investments, including limited voting rights and participation in the management of 
such Alternative Investments.

Alternative Investments often engage in leverage and other investment practices that are extremely speculative and involve a high degree of risk. Such practices may increase the volatility of performance and the risk of investment loss, including the 
loss of the entire amount that is invested. There may be conflicts of interest relating to the Alternative Investment and its service providers, including Goldman Sachs and its affiliates.  Similarly, interests in an Alternative Investment are highly illiquid 
and generally are not transferable without the consent of the sponsor, and applicable securities and tax laws will limit transfers. 

Conflicts of Interest

There may be conflicts of interest relating to the Alternative Investment and its service providers, including Goldman Sachs and its affiliates. These activities and interests include potential multiple advisory, transactional and other interests in 
securities and instruments that may be purchased or sold by the Alternative Investment.  These are considerations of which investors should be aware and additional information relating to these conflicts is set forth in the offering materials for the 
Alternative Investment.

Equity securities are more volatile than fixed income securities and subject to greater risks. Small and mid-sized company stocks involve greater risks than those customarily associated with larger companies.

Bonds are subject to interest rate, price and credit risks. Prices tend to be inversely affected by changes in interest rates. 

International securities entail special risks such as currency, political, economic, and market risks. 

Emerging markets securities may be less liquid and more volatile and are subject to a number of additional risks, including but not limited to currency fluctuations and political instability.

An investment in real estate securities is subject to greater price volatility and the special risks associated with direct ownership of real estate. 

Investments in fixed-income securities are subject to credit and interest rate risks. Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise in interest rates can result in the decline in the bond's price. Credit risk is the risk 
that an issuer will default on payments of interest and principal. This risk is higher when investing in high yield bonds, also known as junk bonds, which have lower ratings and are subject to greater volatility. All fixed income investments may be worth 
less than their original cost upon redemption or maturity. 

Although Treasuries are considered free from credit risk, they are subject to interest rate risk, which may cause the underlying value of the security to fluctuate.

Income from municipal securities is generally free from federal taxes and state taxes for residents of the issuing state. While the interest income is tax-free, capital gains, if any, will be subject to taxes. Income for some investors may be subject to the 
federal Alternative Minimum Tax (AMT). 

Concentration in infrastructure-related securities involves sector risk and concentration risk, particularly greater exposure to adverse economic, regulatory, political, legal, liquidity, and tax risks associated with MLPs and REITs. 

Investments in master limited partnerships (“MLPs”) are subject to certain risks, including risks related to limited control and limited rights to vote, potential conflicts of interest, cash flow risks, dilution risks, limited liquidity and risks related to the 
general partner’s right to force sales at undesirable times or prices. 

Investing in REITs involves certain unique risks in addition to those risks associated with investing in the real estate industry in general. REITs whose underlying properties are concentrated in a particular industry or geographic region are also subject 
to risks affecting such industries and regions. The securities of REITs involve greater risks than those associated with larger, more established companies and may be subject to more abrupt or erratic price movements because of interest rate changes, 
economic conditions and other factors.

Environmental, Social, and Governance (“ESG”) strategies may take risks or eliminate exposures found in other strategies or broad market benchmarks that may cause performance to diverge from the performance of these other strategies or market 
benchmarks. ESG strategies will be subject to the risks associated with their underlying investments’ asset classes. Further, the demand within certain markets or sectors that an ESG strategy targets may not develop as forecasted or may develop 
more slowly than anticipated. 

There may be additional risks that are not currently foreseen or considered. 

Risk Disclosures
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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 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. 

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of the date of this document and are subject to change without notice. These forecasts do not take into account the specific investment objectives, 
restrictions, tax and financial situation or other needs of any specific client. Actual data will vary and may not be reflected here. These forecasts are subject to high levels of uncertainty that may affect actual performance. Accordingly, these forecasts
should be viewed as merely representative of a broad range of possible outcomes. These forecasts are estimated, based on assumptions, and are subject to significant revision and may change materially as economic and market conditions change. 

Goldman Sachs has no obligation to provide updates or changes to these forecasts. Case studies and examples are for illustrative purposes only. 

The opinions expressed in this paper are those of the authors, and not necessarily of GSAM. The investments and returns discussed in this paper do not represent any Goldman Sachs product.

This paper makes no implied or express recommendations concerning how a client's account should be managed and is not intended to be used as a general guide to investing or as a source of any specific investment recommendations. 

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. 

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 the date of this document and may be subject to change, they 
should not be construed as investment advice. 

Goldman Sachs does not provide legal, tax or accounting advice, unless explicitly agreed between you and Goldman Sachs (generally through certain services offered only to clients of Private Wealth Management). Any statement contained in this 
document concerning US tax matters is not intended or written to be used and cannot be used for the purpose of avoiding penalties imposed on the relevant taxpayer. Notwithstanding anything in this document to the contrary, and except as required 
to enable compliance with applicable securities law, you may disclose to any person the US federal and state income tax treatment and tax structure of the transaction and all materials of any kind (including tax opinions and other tax analyses) that 
are provided to you relating to such tax treatment and tax structure, without Goldman Sachs imposing any limitation of any kind. Investors should be aware that a determination of the tax consequences to them should take into account their specific 
circumstances and that the tax law is subject to change in the future or retroactively and investors are strongly urged to consult with their own tax advisor regarding any potential strategy, investment or transaction.

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.

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 is not intended to be used as a general guide to investing, or as a source of any 
specific investment recommendations, and makes no implied or express recommendations concerning the manner in which any client’s account should or would be handled, as appropriate investment strategies depend upon the client’s investment 
objectives.

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: December 14, 2020. Compliance Code : 224336-TMPL-12/2020-1318317

General Disclosures
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For additional content, please visit us at gsam.com.
THESE MATERIALS ARE PROVIDED SOLELY ON THE BASIS THAT THEY WILL NOT CONSTITUTE INVESTMENT ADVICE AND WILL NOT FORM A PRIMARY BASIS FOR ANY PERSON'S OR PLAN'S 
INVESTMENT DECISIONS, AND GOLDMAN SACHS IS NOT A FIDUCIARY WITH RESPECT TO ANY PERSON OR PLAN BY REASON OF PROVIDING THE MATERIAL OR CONTENT HEREIN. PLAN 
FIDUCIARIES SHOULD CONSIDER THEIR OWN CIRCUMSTANCES IN ASSESSING ANY POTENTIAL INVESTMENT COURSE OF ACTION.
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