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HISTORICAL AGGREGATE S&P 500 FUNDED STATUS¹ DISTRIBUTION OF FUNDED STATUS

1. Quarterly Snapshot

Funded status can refer either to the ratio of assets to liabilities or, in dollar terms, the deficit or surplus of a pension plan.
1 Estimate is based on US plans (where specified) of pension plans within the S&P 500. 2 As of June 30, 2021; S&P 500 and Barclays Agg figures represent total returns. 3 Using estimates of 
asset/liability returns and volatility. The economic and market forecasts presented herein have been generated by Goldman Sachs Asset Management for informational purposes as of the date of this 
presentation. They are based on proprietary models and there can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this presentation. Past 
performance does not guarantee future results, which may vary.

Source: Goldman Sachs Asset Management as of June 30, 2021. 
Funded statuses reflect monthly estimates with the exception of year-end data. 

Increasing global vaccination numbers, falling jobless claims, and improving 

economic prospects helped to propel equity markets to new highs. For the 

quarter, returns were approximately 8.5% and 5.4% for domestic equities and 

international equities, respectively. Fixed income returns for the quarter were 

also positive, returning 5.7%. We estimate that, in aggregate, pension asset 

returns were 2.4% and 6.3% for the month and quarter, respectively. 

Source: Goldman Sachs Asset Management as of June 30, 2021.

E = Estimated by Goldman Sachs Asset Management.

• While still higher than levels at the start of the year, 10y Treasury yields 

declined during the second quarter, after the Federal Reserve signaled at 

its April meeting that it would continue to provide accommodative 

monetary policy.

• Moody’s Aa corporate bond yield, a rate often referenced as a proxy for 

pension discount rates, declined nearly 38 bps; as a result of lower rates, 

we estimate the value of aggregate pension liabilities to have increased by 

approximately 5% during Q2.

• Quarter over quarter, asset returns moderately exceeded liability growth, 

resulting in our estimate of the funded status for the aggregate S&P 500 

rising from 96.2% to 96.8% at June month-end.

Asset Class/Index YTD Change²

S&P 500 (%) 15.2%

Barclays Agg (%) -1.6%

10y Treasury Yield (Change in bps) +52 bps

Moody’s Aa Corporate Rate (Change in bps) +38 bps

1Y Forward Distribution Funded Status (E)
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Funded status for the aggregate 
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REGULATORY UPDATES AND CHANGES Q1 ANNUITIZATION VOLUMES IN 2021 AT MULTI-YEAR LOW

2. In the News

Source: Department of Labor, Pension Benefit Guaranty Corporation press releases. As of Q2 

2021. Any reference to a specific company or security does not constitute a recommendation to 

buy, sell, hold or directly invest in the company or its securities. Company names and logos, 

excluding those of Goldman Sachs and any of its affiliates, are trademarks or registered 

trademarks of their respective holders. Use by Goldman Sachs does not imply or suggest a 

sponsorship, endorsement or affiliation. 

Bill Proposed to Provide Clarity on ESG Factors in ERISA Plans

• In mid-May, the “Financial Factors in Selecting Retirement Plan Investments 

Act”, was introduced by Sens. Smith and Murray and Rep. DelBene

• The proposed bill notes, amongst other things: 

o So long as a fiduciary meets its fiduciary obligations, it can consider 

ESG or similar factors in carrying out an investment decision or course 

of action.

o A fiduciary can consider “collateral ESG or similar factors” as tie-

breakers when competing investments can reasonably be expected to 

serve a plan’s economic interests equally well.

o The Department of Labor’s (DOL) ESG investing rule, “Financial 

Factors in Selecting Plan Investments”, will have no further effect.

American Rescue Plan Act of 2021 (ARPA) Brings Potential Relief 

for Multiemployer Plans

• One of the provisions included in ARPA, passed earlier this year, permits 

financially troubled multiemployer plans to apply for financial assistance. 

• Guidance from the Pension Benefit Guaranty Corporation (PBGC) on the 

application process is expected in July 2021 (120 days after the passage 

of ARPA).

• After a plan applies for financial assistance, the PBGC is required to 

respond within 120 days or the application will be deemed approved.

• In total, it is estimated that the program will provide approximately $86B in 

aid to multiemployer plans in critical and declining status. 

• In June, LIMRA (Life Insurance Marketing and Research Association) noted 

that buy-out figures for Q1’21 totaled $1B. This was the lowest figure for Q1 

going as far back as 2016.

• The financial uncertainty introduced by COVID last year may have 

temporarily delayed the pace of risk transfer activities, but the persistent 

rise in PBGC premiums continued to provide a catalyst for risk transfer.

Historical Q1 Annuitization Volumes ($MM) 

Transactions Announced During the Quarter

• Late April, Arconic announced the purchase of an $1B 

annuity which would impact approximately 8,400 retirees 

and beneficiaries. 

• Early April, Archer-Daniels-Midland announced the 

purchase of group annuity contracts which transferred 

approximately $0.7B of liabilities to multiple insurers.

• During April, JC Penney announced a transfer of $2.8B in 

pension obligations to an insurer; the transaction impacts 

approximately 30,000 participants. 

The transactions shown above are not intended to be an exhaustive list of annuitizations; they 

are based on press releases and company reports observed during the quarter.

898 1,084
1,415 1,402

4,757 4,462

1,013

2015 2016 2017 2018 2019 2020 2021

Source: LIMRA Group Annuity Risk Transfer Survey, 1Q’21
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3. Client Perspectives

With interest rates still near historic lows despite increases in 2021 and current valuations for public 

equity markets, many investors may be reviewing their portfolios to improve the likelihood of hitting 

their long-term return objectives. One potential approach is to consider using leverage to manage risk 

and increase expected returns.

How are plan sponsors using leverage to increase returns?

Although leverage can be used in several ways, we find that the use of public 

equity market futures is one of the most common ways that leverage is used to 

increase expected return. Equity futures allow an investor to gain equity market 

beta with a limited capital outlay which could free up capital for other return-

seeking investments. In today’s low return environment, investors seeking 

higher returns who are unwilling to use leverage may want to consider a more 

concentrated portfolio (e.g. shifting assets to higher risk categories in pursuit of 

higher returns). 

Are fixed income derivatives only useful for hedging 

liabilities?

While interest rate derivatives are primarily used to hedge liabilities, they 

can also allow investors to maintain a certain level of duration, therefore 

freeing up capital to be invested in higher returning assets. For example, an 

investor targeting a total interest rate duration of 3 years could either invest 

40% in physical bonds or 25% in physical bonds along with an interest rate 

overlay. The additional 15% of capital could then be used to invest in return 

seeking assets.1

1 A 40% allocation to the Bloomberg Barclays Global Aggregate which has a duration of 7.34 years results in a portfolio duration of ~3 years (40% x 7.34 = 2.94 years of total portfolio duration) leaving 

60% to invest in return seeking assets. Instead, a hypothetical investor could introduce a 10% notional position in a government bond future which has an interest rate duration of ~10 years. With only 

minimal cash required to support the futures position, the investor could reduce the global aggregate position to 25%, leaving 75% to be invested in return seeking assets while maintaining the same 

level of overall portfolio duration (25% physical position x 7.34 year duration = 1.84 year contribution to duration; 10% derivatives position x 10.0 year duration = 1.0 year contribution to duration). 

Source: Goldman Sachs Asset Management as of June 30, 2021. The economic and market forecasts presented herein have been generated by Goldman Sachs Asset Management for informational 

purposes as of the date of this presentation. They are based on proprietary models and there can be no assurance that the forecasts will be achieved. Please see additional disclosures at the end of this 

presentation. There is no guarantee that objectives will be met. For discussion purposes only. These examples are for illustrative purposes only and are not actual results. If any assumptions used do not 

prove to be true, results may vary substantially.

Doesn’t leverage introduce additional risk in portfolios?

Upon hearing the word, many investors immediately think back to the global 

financial crisis when many leveraged portfolios came under significant stress. 

While we agree that certain uses of leverage can increase the risk of adverse 

portfolio outcomes, we view leverage as a tool that can provide investors with 

additional flexibility in designing their portfolios. Assuming the derivative 

positions are prudently managed, monitored, and provided with adequate 

capital reserves, we believe leverage in either the fixed income or return 

seeking part of the portfolio can potentially improve portfolio returns. Investors 

should be aware of potential risks with derivatives which we outline further in 

the following question.

What derivative instruments may be appropriate for plan 

sponsors and what risks should sponsors be aware of?

We believe that exchange-cleared instruments, such as equity market futures, 

interest rate futures/swaps, or FX forwards may be appropriate for institutional 

plan sponsors to consider. In some cases, bilateral swaps may also be useful, 

for example, after exchange traded instruments have been considered. 

Potential risks that investors should be aware of include the need to manage 

the derivatives collateral, the fact that the notional size would be larger than the 

capital outlay and the roll costs associated with certain derivatives.
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4. Strategy in Focus: Using Leverage to Increase 
Capital Efficiency

Source: Goldman Sachs Asset Management. For Illustrative Purposes Only. Past performance does not guarantee future results, which may vary. There is no guarantee that these objectives 
will be met. The portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. Equity securities are more volatile than bonds and subject to greater risks. 
Small and mid-sized company stocks involve greater risks than those customarily associated with larger companies. De-risking strategies should not be construed as providing any assurance or 
guarantee that as a result of applying the strategy an investor will reduce and/or eliminate risk, as there are many factors that may impact end results such as interest rates, credit risk and 
other market risks. 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. Diversification does not protect an investor from market risk and does not ensure a 
profit. 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.

Situation

• Given outsized recent returns and current public market valuation levels, 

many investors are cautious on the forward outlook for plan asset returns.

• Many plans are looking to identify approaches to enhance risk-adjusted 

asset returns to keep pace with return expectations.

Implementation

• One approach plans’ are increasingly taking is to incorporate the use of 

leverage to enhance return potential in a capital efficient manner.

• Incorporating leverage in a portfolio may allow investors to gain access to 

certain market exposures (e.g. public equities) without requiring the same 

amount of capital to access these exposures.

• Can be implemented using derivative instruments such as futures and swaps.

• Two common implementations of leverage may include to:

• Increase Diversification / Maintain Beta Exposure

o Increase exposures to diversifying assets (e.g. hedge funds) 

while reducing capital allocation to growth assets (e.g. public 

equities, alternatives)

o Maintain beta exposure through the use of an overlay

• Increase Growth Portfolio / Maintain Liability Hedge

o Increase capital allocation to growth assets while reducing 

liability hedging assets

o Maintain or increase liability hedge ratio through the use of 

interest rate overlays

1

2
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Growth 
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Increase Growth Portfolio / Maintain Liability Hedge 2
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FIXED INCOME MARKET NOMINAL YIELDS INVESTMENT GRADE CORPORATE BOND SPREADS

U.S. TREASURY NOMINAL YIELD CURVES CONSTANT MATURITY U.S. TREASURY RATES

5. Market Monitor

Source: Bloomberg, Goldman Sachs Asset Management as of June 30, 2021.

Past performance does not guarantee future results, which may vary.
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Source: Bloomberg, Goldman Sachs Asset Management as of June 30, 2021. Investment Grade is 

defined as bonds generally perceived to have lower credit risk; bonds with a rating of BBB- (S&P) or 

Baa3 (Moody’s) or above.

Constant Maturity US Treasury rates refers to an average yield of a range of Treasury securities 

maturing at various periods, intended to provide a reference rate for a particular tenor.
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6. Goldman Sachs Asset Management Pension Solutions

Key personnel involved in our Pension Solutions effort are comprised of members of our Fixed Income, Multi Asset Solutions and Americas Client Business teams which are distinct groups separated by 

informational barriers. The portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. Reference to the term “partnership” is not intended to connote a 

type of organizational structure or any type of legal relationship with Goldman Sachs. Rather, the term “partnership” is intended to refer to a comprehensive relationship between Goldman Sachs and a 

client that incorporates a range of value added services.

What We Do

We engage with institutional investors, combining 

our insight and analytics with investment products, 

to help clients solve complex asset and risk 

management challenges. Whether evaluating 

de-risking opportunities, broader plan design questions 

or investment strategies, Goldman Sachs Asset 

Management has the resources and capabilities to help 

you assess, develop or manage 

a defined benefit strategy.

Who We Are

We are tenured strategists, investors, former actuaries 

and counselors that offer unbiased advice and 

customized solutions for defined benefit plans and 

defined contribution programs.

Investment analytics to help plans monitor and assess plan 

performance and risk position

ANALYTICS

Growth Portfolio Optimization

Guidance on strategies to potentially enhance risk-adjusted 

returns in growth portfolios

Liability Hedging

Construct customized liability benchmarks and manage assets to 

better match liabilities

Equity Risk Mitigation

Reshape the distribution of equities designed to provide 

downside preservation with upside participation

Risk Transfer

Provide strategic guidance and asset and risk management 

services to help plans facilitate a pension risk transfer

ASSET MANAGEMENT

Advisory and discretionary offering to help plans with strategic 

asset allocation, manager research and selection, portfolio 

monitoring and rebalancing and administrative support

PARTNERSHIP
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7. GS Library

Screenshots are for illustrative purposes only.

Ideas for Investing in a Low 

Return World

Withdrawal RateThe Insatiable Demand for 

Fixed Income

https://www.gsam.com/content/gsam/global/en/market-insights/gsam-connect/2021/Ideas_For_Investing_In_A_Low_Return_World.html
https://www.gsam.com/content/gsam/global/en/market-insights/gsam-connect/2021/Withdrawal_Rate.html
https://www.gsam.com/content/gsam/global/en/market-insights/gsam-connect/2021/Insatiable_Demand_for_Fixed_Income.html
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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.

The views expressed herein are as of 6/30/2021 and subject to change in the future. 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.

Options are not suitable for all investors. Please ensure that you have read and understand the current options disclosure document before entering into any options transactions. The 

booklet entitled Characteristic and Risk of Standardized Options can be obtained at Goldman Sachs, & Co. LLC, 200 West Street, New York, New York, 10282. The options disclosure 

document can also be found at http://www.theocc.com/components/docs/riskstoc.pdf. Supporting documentation for any comparisons, recommendations, statistics, technical data, or 

other information will be supplied upon request.

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.

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. 

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.

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 presentation concerning U.S. 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 U.S. 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.

Fixed income investing involves interest rate risk. When interest rates rise, bond prices generally fall.

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 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.

Economic and market forecasts presented herein reflect a series of assumptions and judgments as of the date of this presentation 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.

Company names and logos, excluding those of Goldman Sachs and any of its affiliates, are trademarks or registered trademarks of their respective holders. Use by Goldman Sachs does not imply or suggest 

a sponsorship, endorsement or affiliation. 

Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as applicable, but do not reflect the deduction of any fees or expenses which would reduce returns. 

Investors cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by investors, and reflect those indices that the Investment Manager believes, in part based on industry 

practice, provide a suitable benchmark against which to evaluate the investment or broader market described herein. 

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. 

Disclosures
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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.

Any reference to a specific company or security does not constitute a recommendation to buy, sell, hold or directly invest in the company or its securities. It should not be assumed that investment 

decisions made in the future will be profitable or will equal the performance of the securities discussed in this document.

United Kingdom: In the United Kingdom, this material is a financial promotion and has been approved by Goldman Sachs Asset Management International, which is authorized and regulated in the 

United Kingdom by the Financial Conduct Authority.

European Economic Area (EEA):This financial promotion is provided by Goldman Sachs Bank Europe SE. This material is a financial promotion disseminated by Goldman Sachs Bank Europe SE, 

including through its authorised branches ("GSBE"). GSBE is a credit institution incorporated in Germany and, within the Single Supervisory Mechanism established between those Member States of the 

European Union whose official currency is the Euro, subject to direct prudential supervision by the European Central Bank and in other respects supervised by German Federal Financial Supervisory 

Authority (Bundesanstalt für Finanzdienstleistungsaufischt, BaFin) and Deutsche Bundesbank.

Switzerland: For Qualified Investor use only – Not for distribution to general public. This is marketing material. This document is provided to you by Goldman Sachs Bank AG, Zürich. Any future 

contractual relationships will be entered into with affiliates of Goldman Sachs Bank AG, which are domiciled outside of Switzerland. We would like to remind you that foreign (Non-Swiss) legal and 

regulatory systems may not provide the same level of protection in relation to client confidentiality and data protection as offered to you by Swiss law.

Asia Pacific: Please note that neither Goldman Sachs Asset Management International nor any other entities involved in the Goldman Sachs Asset Management (GSAM) business maintain any 

licenses, authorizations or registrations in Asia (other than Japan), except that it conducts businesses (subject to applicable local regulations) in and from the following jurisdictions: Hong Kong, 

Singapore and Malaysia. This material has been issued for use in or from Hong Kong by Goldman Sachs Asset Management (Hong Kong) Limited, in or from Singapore by Goldman Sachs Asset 

Management (Singapore) Pte. Ltd. (Company Number: 201329851H) and in or from Malaysia by Goldman Sachs (Malaysia) Sdn Berhad (880767W).

Australia: This material is distributed in Australia and New Zealand by Goldman Sachs Asset Management Australia Pty Ltd ABN 41 006 099 681, AFSL 228948 (’GSAMA’) and is intended for viewing 

only by wholesale clients in Australia for the purposes of section 761G of the Corporations Act 2001 (Cth) and to clients who either fall within any or all of the categories of investors set out in section 3(2) 

or sub-section 5(2CC) of the Securities Act 1978, fall within the definition of a wholesale client for the purposes of the Financial Service Providers (Registration and Dispute Resolution) Act 2008 (FSPA) 

and the Financial Advisers Act 2008 (FAA),and fall within the definition of a wholesale investor under one of clause 37, clause 38, clause 39 or clause 40 of Schedule 1 of the Financial Markets Conduct 

Act 2013 (FMCA) of New Zealand (collectively, a “NZ Wholesale Investor”). GSAMA is not a registered financial service provider under the FSPA. GSAMA does not have a place of business in New 

Zealand. In New Zealand, this document, and any access to it, is intended only for a person who has first satisfied GSAMA that the person is a NZ Wholesale Investor. This document is intended for 

viewing only by the intended recipient. This document may not be reproduced or distributed to any person in whole or in part without the prior written consent of GSAMA. 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. The material provided 

herein is for informational purposes only. This presentation does not constitute an offer or solicitation to any person in any jurisdiction in which such offer or solicitation is not authorized or to any person 

to whom it would be unlawful to make such offer or solicitation.

Canada: This presentation has been communicated in Canada by GSAM LP, which is registered as a portfolio manager under securities legislation in all provinces of Canada and as a commodity trading 

manager under the commodity futures legislation of Ontario and as a derivatives adviser under the derivatives legislation of Quebec. GSAM LP is not registered to provide investment advisory or portfolio 

management services in respect of exchange-traded futures or options contracts in Manitoba and is not offering to provide such investment advisory or portfolio management services in Manitoba by 

delivery of this material.

Japan: This material has been issued or approved in Japan for the use of professional investors defined in Article 2 paragraph (31) of the Financial Instruments and Exchange Law by Goldman Sachs 

Asset Management Co., Ltd.

Confidentiality

No part of this material may, without Goldman Sachs Asset Management ’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. 

© 2021 Goldman Sachs. Goldman Sachs & Co. LLC, member FINRA. All rights reserved. Date of First Use: 7/8/2021 Compliance Code : 245873-OTU-1439450

Disclosures


