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ASSET CLASS VIEWS¹

US Earnings: Despite decelerating earnings growth, Q3 earnings have 

fared better-than-expected with 60% of reported companies outpacing 

consensus EPS estimates. Profit margins have been sustained, though 

cost pressures are elevated and the duration of supply chain tightness is 

uncertain. Low inventories and pricing power have enabled corporations 

to pass on costs to consumers amid a surge in demand. 

EM Equities: A significant improvement in the relative EM-DM growth 

gap, driven by economic normalization in DM economies, may become 

a medium-term tailwind for EM. Against a backdrop of a subsiding 

COVID-19 wave and our expectation for a weakening US dollar, 

domestic reflation may further support EPS growth of 6.8% in 2022. 

Commodities: Depleted supply and low inventory levels have made the 

energy complex more vulnerable to incremental demand shocks. With 

colder months ahead, we believe the too-large-to-absorb demand for gas 

may spillover to oil and amplify risks for higher physical prices. 

Rates: Markets have continued to re-price accelerated timelines for DM 

liftoffs, with 1.5 US rate hikes projected by September 2022. Given 

continued above-target inflation, we now expect the first Fed hike in July 

2022, after tapering concludes. Still, substantial surprises on the virus, 

GDP, inflation, or the labor market could prompt a policy shift.

Credit: Strong liquidity, healthy balance sheets, and a distant maturity 

wall should keep credit attractive. As the cycle matures, record tight 

spreads and less supportive macro conditions may become near-term 

constraints. Still, we continue to see favorable carry potential into 2022. 

MARKET VIEWS

COVID-19: There remains risk of another COVID-19 wave, particularly 

considering the mutation of Delta to Delta-plus. However, global 

economic restrictions have eased with each successive surge as medical 

knowledge and vaccines have proliferated. We estimate the total drag 

from current virus restrictions to be ~2.25% of global GDP, down from a 

peak of 20% in April 2020. In the absence of a vaccine-evading variant, 

we expect reopening and recovery to continue.

GDP: Growth is on track to be above trend in most major economies in 

2022, despite diminished base effects and a slowdown in consumption. 

In China, we expect property sector uncertainty and regulatory tightening 

will bring 2022 growth down to 4.8%, but the drag should not significantly 

spread globally. We forecast 4.5% global growth in 2022.

Inflation: Inflation has been stickier than initially expected, but we see a 

path to normalization going forward. Supply-constrained goods account 

for 80% percent of the 2021 overshoot, largely due to supply chain 

disruptions. While difficult to resolve quickly, we expect a smoothing in 

both supply and demand. Sufficient slack in the labor market, along with 

the removal of pandemic-induced policies, should outweigh wage growth. 

We expect US core PCE to moderate to 2.3% by 2022YE.

Risk: Though stagflation concerns have emerged, we do not think 

present conditions fit the definition. We expect slowing but not slow 

growth, declining unemployment, and decelerating inflation ahead. 

Moreover, compared to previous periods, major central banks have 

greater credibility at driving full employment and price stability. 

MACRO VIEWS

November 2021

Current 3m 12m % ∆ to 12m

S&P 500 ($) 4698 4700 4850 3.2

STOXX Europe (€) 483 480 520 7.6

MSCI Asia-Pacific Ex-Japan ($) 645 670 730 13.1

TOPIX (¥) 2041 2225 2300 12.7

10-Year Treasury 1.5 1.6 1.7 23 bp

10-Year Bund (0.3) (0.1) 0.0 30 bp

10-Year JGB 0.1 0.1 0.2 14 bp

Euro (€/$) 1.16 1.16 1.18 2.1

Pound (£/$) 1.35 1.35 1.37 1.6

Yen ($/¥) 113 115 111 (2.2)

Brent Crude Oil ($/bbl) 82.7 90.0 85.0 2.7

London Gold ($/troy oz) 1810 2000 2000 10.5
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Investing in the Post-Pandemic Cycle

Today’s market cycle is starting from a position of record low interest rates, elevated valuation, and high margins – implying a

potential “fat and flat” market profile going forward, with lower longer-term returns and higher levels of volatility. We expect the 

global equity opportunity set to broaden, and see potential for non-US markets to narrow the gap in earnings and returns. 

However, opportunities will likely be increasingly alpha-oriented. In our view, areas of particular interest include digitization, 

de-carbonization, and innovation.  

AS MARKETS TRANSITION FROM “UP AND AWAY” TO “FAT AND FLAT”…

Source: Goldman Sachs Global Investment 

Research.

“Fat and flat” markets have historically been 

characterized by low but positive returns, 

punctuated with large cyclical swings. We think 

that aggregate returns going forward will likely 

be lower than those of the last cycle, but 

relative returns compared with bonds should 

still be attractive. In the absence of traditional 

macro catalysts, investors should expect 

equity markets to be less bifurcated by factor 

(e.g. growth versus value), sector (technology 

versus banks), and region (US versus non-

US), and more driven by fundamentals. 

…THE INTERNATIONAL OPPORTUNITY SET EVENS OUT…

Source: FactSet, I/B/E/S, Standard and 

Poor's, STOXX, Goldman Sachs Global 

Investment Research

The global opportunity set flattening may best 

be illustrated in our expectations for Europe 

going forward. The differences in earnings 

growth should be less extreme than in the past 

decade as market composition is becoming 

more favorable globally. In particular, 

technological disruptions and innovation have 

advanced across markets in recent years. 

Meanwhile, even on a sector-adjusted basis, 

recent valuation spreads imply potential for 

earnings catch-up and valuation convergence. 

…AND ALPHA BECOMES MORE GLOBAL, BOTTOM-UP, AND CONCENTRATED

Source: Goldman Sachs Asset Management.

A number of inter-related factors strengthen 

our conviction on the alpha bet. In the macro, 

rising interest rates may be a headwind to 

equity beta, while elevated valuations raise 

market fragility. On fundamentals, cost 

pressures and accelerating disruption increase 

the importance of idiosyncratic exposure. We 

think the opportunity set for alpha generation 

should improve across and within industries, 

driven by a mix of technological innovation and 

companies 1) disrupting non-tech industries, 

2) evolving to change, and 3) benefitting from 

green investments.

Top Section Notes: As of October 28, 2021. Middle Section Notes: As of October 28, 2021. Left chart compares Goldman Sachs Global Investment 
Research estimates for EPS growth from the last earnings cycle to the current earnings cycle. “EPS” refers to earnings per share. “Last cycle” refers to 
2007-2019. “Current cycle” refers to 2019-2024. Right chart shows the MSCI USA and MSCI Europe 24-month forward price-to-earnings ratio based on 
global sector weights. Bottom Section Notes: As of October 28, 2021. For illustrative purposes only. The economic and market forecasts presented 
herein are for informational purposes as of the date of this document. 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. Asset Class Views for equities, credits, sovereigns, real assets, and 

currencies are provided by Goldman Sachs Asset Management Multi-

Asset Solutions. Views for municipal bonds are provided by Goldman 

Sachs Asset Management Fixed Income. The views expressed herein 

are as of October 2021 and subject to change in the future. Individual 

portfolio management teams for Goldman Sachs Asset Management

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.

2. Price targets of major asset classes are provided by Goldman Sachs 

Global Investment Research. Source: “Global equities gain 1.6%; EM 

Asian markets continued to underperform” – 11/08/2021.

Page 1 Definitions:

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

Core PCE refers to the core personal consumption expenditure price index, 

excluding food and energy. 

DM refers to developed markets.

EM refers to emerging markets. 

EPS refers to earnings per share. 

Fed refers to the Federal Reserve. 

GDP refers to gross domestic product.

YE refers to year-end.

Glossary

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 Europe Index captures large and mid cap representation 

across 15 Developed Markets (DM) countries in Europe. With 434 

constituents, the index covers approximately 85% of the free float-

adjusted market capitalization across the European Developed Markets 

equity universe.

The MSCI USA Index is designed to measure the performance of the 

large and mid cap segments of the US market. With 627 constituents, the 

index covers approximately 85% of the free float-adjusted market 

capitalization in the US.

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.
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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 U.S. 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.

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. 

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

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 professionals 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 our judgment 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.

Goldman Sachs does not provide legal, tax or accounting advice to its 

clients. All investors are strongly urged to consult with their legal, tax, or 

accounting advisors regarding any potential transactions or investments. 

There is no assurance that the tax status or treatment of a proposed 

transaction or investment will continue in the future. Tax treatment or 

status may be changed by law or government action in the future or on a 

retroactive basis.

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. 
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For more information contact your Goldman Sachs sales 
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