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Source: Goldman Sachs Global Investment Research (GIR) and Goldman Sachs Asset Management as of June 2022. GDP growth forecasts reflect 
year-over-year figures. “YE” refers to year-end. The economic and market forecasts presented herein are for informational purposes as of the date of 
this presentation. There can be no assurance that the forecasts will be achieved. Goldman Sachs does not provide accounting, tax or legal advice. 
Please see additional disclosures at the end of this presentation. Past performance does not guarantee future results, which may vary. 

ECONOMIC FORECASTS1

RECESSION RISK: US recession risk has risen. We believe the path to a 
soft landing remains possible, though it has narrowed. While commodity 
prices, inflation expectations, and shelter inflation have all continued to 
increase, we also see signs of necessary activity deceleration, 
moderating labor demand, and improving supply chains. Should a 
recession occur, strong private sector balances and an absence of 
financial imbalances may lessen the severity and duration of any 
economic contraction.

INFLATION: We believe US core PCE has peaked, as goods inflation 
has moderated on materially improving supply chains. However, we 
expect concerns over long-term inflation expectations to remain top of 
mind, especially as services will likely keep overall inflation elevated and 
broad-based. 

MONETARY POLICY: Goldman Sachs Global Investment Research 
(GIR) expects the Fed to hike by 75bps in July and ultimately arrive at a 
terminal rate of 3.25-3.50% by year end, in line with current market 
pricing. Still, risks are to the upside as the Fed’s conviction in combating 
inflation suggests no upper limit to the policy rate. The ECB, BoE, and 
RBA are all likely to echo the Fed in stance but vary in pace.

CHINA GROWTH: Following the economic slowdown earlier this year, 
China’s 5.5% GDP target requires 7.2% annualized growth in 2H 2022, 
which is well above consensus forecasts. However, new COVID-19 
waves and a weak consumption outlook skew risks to the downside. 
Fiscal and monetary policy support may act as key drivers of growth in 
the remainder of the year.

MACRO VIEWS

July 2022

EQUITIES: The S&P 500 dipped into bear market territory last month, 
reflecting market realization of more front-loaded monetary policy 
tightening. Prices now indicate greater likelihood of a recession in the 
medium term, nearing the historical average for shallower recessionary 
pullbacks. As such, we think prices may grind higher over the next year, 
albeit with elevated volatility near term.

CREDIT: We think corporate credit risk is not only driven by the cost of 
financing, but also by the access to it. With just 4% of US high yield 
bonds maturing in 2022 or 2023, we do not see significant threats from a 
near-term maturity wall. Within the universe, we now prefer high yield 
bonds over bank loans due to stronger credit trends among high yield 
issuers and greater re-rating pressure for bank loan debtors.

RATES: In Europe, the ECB Governing Council decided to accelerate the 
work on an anti-fragmentation tool, which has supported peripheral 
European sovereign bond markets in the past few weeks. We expect 
volatility to continue with possible disagreement in the Governing Council 
on the parameters and size of such tool. Going forward, we think that 
debt sustainability will remain top of mind.

COMMODITIES: GIR raised their YE 2022 WTI and Brent forecasts to 
$125 and $130, respectively. While OPEC+ raised near-term production 
targets, many members have yet to reach existing targets, making any 
additional supply commitments less likely to be realized. GIR now holds a 
neutral view on gold as slowing Chinese growth and rising rates may 
provide headwinds to a fear- and inflation-fueled price breakout.

MARKET VIEWS

Current 3m 12m % ∆ to 12m
S&P 500 ($) 3899 4000 4500 15.4
STOXX Europe (€) 417 390 460 10.3
MSCI Asia-Pacific Ex-Japan ($) 525 550 610 16.1
TOPIX (¥) 1887 1900 2100 11.3
10-Year Treasury 3.1 3.3 3.2 10 Bp
10-Year Bund 1.3 1.9 2.0 66 Bp
10-Year JGB 0.2 0.3 0.3 1 bp
Euro (€/$) 1.02 1.05 1.15 13.0
Pound (£/$) 1.20 1.19 1.25 3.9
Yen ($/¥) 136 125 123 (9.7)
Brent Crude Oil ($/bbl) 112.6 140.0 130.0 15.5
London Gold ($/troy oz) 1746 2100 2500 43.2
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Bearing the bear
The S&P 500 has contracted -19% to date, nearly commensurate with the median peak-to-trough decline during previous US 
recessions. Markets may continue to search for the bottom. But, we find comfort in knowing that past periods of deep contractions 
featuring high inflation have also displayed elements of financial overheating, which we believe are absent today. The significant 
valuation compression seen so far have similarities to past cyclical bear markets, driven mostly by shifting rate and inflation 
dynamics. Consequently, we expect any spillover economic impact will likely be short and shallow. 

HISTORICAL CONTEXT ON TIGHTENING CYCLES

Source: FRED and Goldman Sachs Asset 
Management.

Recent US inflation prints have expedited 
the Fed’s plan to raise policy rates to 
neutral, potentially increasing the odds of 
an economic contraction. While 
engineering a soft landing has historically 
been difficult alongside high inflation, 
credible and transparent policy measures 
have lessened the risk of a severe Fed-
induced downturn. Consequently, any 
recession due to Fed overtightening will 
likely be short and shallow.

BARELY A BEAR

Source: GS Global Investment Research.

The depth and scale of equity pullbacks 
are influenced by the type of bear market. 
Structural bears feature financial 
imbalances that take nearly eight months 
to rebound from bear territory and a 
decade to fully unwind. Event-driven 
bears are catalyzed by exogenous 
shocks with equities recovering in a year. 
And, cyclical bears—led by evolving 
inflation and rate dynamics as seen 
today—have found market bottom within 
100 days from the initial 20% decline. 

NOT ALL BEAR MARKETS ARE CREATED EQUAL

Source: Goldman Sachs Asset Management.

Still, making a call on market bottom is an 
imprecise science. History suggests that 
past moments of severe equity declines 
(1973 and 2008) were exacerbated by 
structural weaknesses. While high prices 
were apparent, those periods also saw 
explosive growth in fiscal spending and 
household borrowing, driving entrenched 
downturns that necessitated fiscal and 
monetary policy intervention. We believe 
those conditions are less reflective today. 

Top Section Notes: As of June 30, 2022. “Effective fed funds rate” refers to the interest rate banks charge each other for overnight loans to meet 
reserve requirements. Middle Section Notes: Chart highlights three type of bear markets: Structural, Event, and Cyclical. As of June 30, 2022. Bottom 
Section Notes: As of June 30, 2022. The economic and market forecasts presented herein are for informational purposes as of the date of this 
presentation. There can be no assurance that the forecasts will be achieved. Past performance does not guarantee future results, which may vary.
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Important Information

1. Economic forecasts are from Goldman Sachs Global Investment 
Research as of July 11, 2022. “US Core Inflation” refers to Core PCE, 
“Euro area Core Inflation” refers to HICP ex food, energy, alcohol and 
tobacco, “UK Core Inflation” refers to CPI ex food, energy, alcohol and 
tobacco, “Japan Core Inflation” refers to CPI ex fresh food, and “China 
Core Inflation” refers to CPI ex food and energy. “Q4” refers to the 
average for Q4 of that year. 

2. Price targets of major asset classes are provided by Goldman Sachs 
Global Investment Research. Source: “Global equities rebounded 
1.6%; Tech and Growth stocks outperformed” – July 11, 2022.

Page 1 Definitions:

Bear markets refer to sustained periods of downward trending equity 
markets with at least 20% decline in prices from near-term highs. 

Bbl refers to per barrel.

BoE refers to the Bank of England.

Bps refers to basis points. 

Brent crude oil is a common international benchmark for oil prices.

DM refers to developed markets.

ECB refers to the European Central Bank. 

Fed refers to the Federal Reserve. 

GDP refers to gross domestic product.

OPEC+ refers to the Organization of the Petroleum Exporting 
Countries, an intergovernmental organization to coordinate and unify 
the petroleum policies of its Member Countries and ensure the 
stabilization of oil markets. OPEC+ includes 13 member countries and 
10 non-member countries. 

Pp refers to percentage point. 

RBA refers to the Reserve Bank of Australia. 

Shelter inflation refers to the increase in housing costs based on rent.  

Terminal rates refer to the neutral federal funds rate, or the rate that is 
consistent with full employment, capacity utilization, and growth.  

US Core PCE refers to the US core personal consumption expenditure 
price index, excluding food and energy. 

WTI crude oil refers to West Texas Intermediate crude oil, a common 
benchmark for oil prices representing oil produced in the US. 

Page 2 Notes:

Top Chart: FRED refers to the Federal Reserve Economic Data. 

Middle Chart: Structural bear markets are often triggered by structural 
imbalances and financial bubbles. Event bear markets are triggered by 
one-off shocks that do not generally lead to domestic recessions. Cyclical 
bear markets are typically triggered by rising rates, impending recession, 
and falling profits. A 20% drawdown refers to a peak-to-trough equity 
decline of 20% over a specific time period. 

Glossary

The Bloomberg US Aggregate Bond Index represents an unmanaged 
diversified portfolio of fixed income securities, including US Treasuries, 
investment grade corporate bonds, and mortgage backed and asset-
backed securities.

The Dow Jones Equal Weight US Issued Corporate Bond Index is 
designed to track the total returns of 100 large and liquid investment-
grade bonds issued by companies in the US corporate bond market.

The MSCI AC Asia Pacific ex Japan Index captures large and mid cap 
representation across 4 of 5 Developed Markets countries and 8 
Emerging Markets countries in the Asia Pacific region.

The MSCI Emerging Markets Equity Index is a free float-adjusted market 
capitalization index that is designed to measure equity market 
performance of emerging markets.

The S&P 500 Index is the Standard & Poor’s 500 Composite Stock Prices 
Index of 500 stocks, an unmanaged index of common stock prices. The 
index figures do not reflect any deduction for fees, expenses or taxes. It 
is not possible to invest directly in an unmanaged index.

The STOXX Europe 600 Index is derived from the STOXX Europe Total 
Market Index (TMI) and is a subset of the STOXX Global 1800 Index.

The Tokyo Price Index (TOPIX) is a metric for stock prices on the 
Tokyo Stock Exchange (TSE). A capitalization-weighted index, TOPIX 
lists all firms that have been determined to be part of the "first section" of 
the TSE.

The 10-Year US Treasury Bond is a US Treasury debt obligation that has 
a maturity of 10 years.

Indices are unmanaged. The figures for the index reflect the reinvestment 
of all income or dividends, but do not reflect the deduction of any fees or 
expenses which would reduce returns. Investors cannot invest directly 
in indices.

Performance Data

For Third Party Distributors/ Institutional Clients Use Only - Not For Distribution to your clients or the General Public

Period (as of Jun-2022) S&P 500

Jun-2021 - Jun-2022 -11%
Jun-2020 - Jun-2021 41%
Jun-2019 - Jun-2020 7%
Jun-2018 - Jun-2019 10%
Jun-2017 - Jun-2018 14%
The currency perspective is USD.
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Risk Considerations

Equity securities are more volatile than bonds and subject to greater 
risks. Foreign and emerging markets investments may be more volatile 
and less liquid than investments in US securities and are subject to 
the risks of currency fluctuations and adverse economic or political 
developments. Investments in commodities may be affected by changes 
in overall market movements, commodity index volatility, changes in 
interest rates or factors affecting a particular industry or commodity. 
The currency market affords investors a substantial degree of leverage. 
This leverage presents the potential for substantial profits but also 
entails a high degree of risk including the risk that losses may be 
similarly substantial. Currency fluctuations will also affect the value 
of an investment.

Investments in fixed income securities are subject to the risks associated 
with debt securities generally, including credit, liquidity, interest rate, call 
and extension risk.

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).

High yield fixed income securities are considered speculative, involve 
greater risk of default, and tend to be more volatile than investment grade 
fixed income securities.

A 10-Year Treasury is a debt obligation backed by the United States 
government and its interest payments are exempt from state and local 
taxes. However, interest payments are not exempt from federal taxes. 

Gold is a specialized, concentrated asset that comes with unique risks. 
All investing is subject to risk, including the possible loss of the money 
you invest. Investments that concentrate on a relatively narrow market 
sector face the risk of higher share-price volatility.

The above are not an exhaustive list of potential risks. There may be 
additional risks that should be considered before any investment 
decision. 

General Disclosures

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.

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 Goldman Sachs Asset Management 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 Goldman Sachs 
Asset Management has no obligation to provide any updates or changes. 

Views and opinions expressed are for informational purposes only and do 
not constitute a recommendation by Goldman Sachs Asset Management 
to buy, sell, or hold any security, including any Goldman Sachs product or 
service. Views and opinions are current as of the date of this presentation 

and may be subject to change, they should not be construed as 
investment advice. In the event any of the assumptions used in this 
presentation do not prove to be true, results are likely to vary substantially 
from the examples shown herein. This presentation 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. It does not 
take into account the particular investment objectives, restrictions, tax 
and financial situation or other needs of any specific client.

Goldman Sachs Asset Management leverages the resources of Goldman 
Sachs & Co. LLC subject to legal, internal and regulatory restrictions.

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.

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.

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 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.

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. 

© 2022 Goldman Sachs. All rights reserved. 
Goldman Sachs & Co. LLC.
Compliance code: 284581-OTU-1634691
Date of First Use: July 7, 2022

For more information contact your Goldman Sachs sales 
representative.
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