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Source: Goldman Sachs Global Investment Research and Goldman Sachs Asset Management as of May 2022. GDP growth forecasts reflect year-
over-year figures. “QT” refers to quantitative tightening. “QE” refers to quantitative easing. 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. 

ASSET CLASS OUTLOOK1

GEOPOLITICS: The war in Ukraine has led some European 

governments to reshuffle their budgets in attempts to reduce their 

reliance on Russia, with spending on defense and energy set to increase 

this year. Finland and Sweden are also expected to apply for NATO 

membership this year, likely boosting European security. 

GROWTH: Our 2022 forecasts for US and Euro area growth remain 

unchanged at 2.6% and 2.5%, respectively, as higher energy prices hurt 

consumer demand and production supply. Still, we believe the direct 

effect from oil prices is unlikely to trigger a recession on its own. In China, 

we expect growth of 4.5% as policymakers aggressively address COVID-

19 amid a contractionary Caixin PMI print for the first time since 2020.

INFLATION: Commodity shortages and supply chain issues continued to 

raise prices. Energy prices in US core PCE jumped 186% above pre-

COVID-19 levels and ~1.25mm tons of grains and oilseeds are still on 

vessels blocked in Ukrainian seaports. While the duration of supply 

problems is the immediate unknown, a truly persistent inflation overshoot 

would be driven mainly by high inflation expectations and wage growth. 

MONETARY POLICY: We expect the Federal Reserve (Fed) to hike 50 

bps in May and June, with passive balance sheet runoff also starting 

immediately. Even still, we believe QT will have a more modest effect on 

money supply and financial conditions than those of QE, with signaling 

effect no longer applicable. In the Euro area, the ECB strengthened its 

guidance to end asset purchases in Q3, informing our view on multiple 

hikes beginning in July this year. 

MACRO VIEWS

May 2022

EQUITIES: Market volatility has been driven by perceptions of 

geopolitical and monetary policy risks, but Q1 earnings have brought 

positive data into the mix. Additional equity market turbulence may come 

in the Fed’s quest to tighten financial conditions and tame inflation. We 

believe impacts will be disparate, but companies with durable growth and 

quality balance sheets may be poised to withstand the pressure.

RATES: The speed of yield increases has surprised to the upside, though 

future movements may moderate. We expect rates to stabilize on the 

long end of the curve and shorter maturities to benefit from higher yield 

and lower duration. In our view, investors with time horizons greater than 

their duration will likely see improving carry and roll opportunities. 

CREDIT: Spread widening may persist as rate hikes and QT are 

underway. Still, fundamentals are strong and investment grade flows 

remain supported by foreign and liability-driven investors. In Europe, 

pressure from geopolitical conflict has crept into credit markets, which 

have not seen primary high yield issuance in over ten weeks, the longest 

stretch in over a decade.

COMMODITIES: Oil prices have come off of recent highs, but we still see 

supply constraints outweighing demand loss from renewed lockdowns in 

China. Specifically, OPEC has failed to meet output targets for six 

consecutive months. Looking ahead, demand destruction may be 

delayed as recent policy relief across regions, most notably through gas 

tax suspensions, is elongating price normalization. 

MARKET VIEWS

Less Favorable More Favorable

Current 3m 12m % ∆ to 12m

S&P 500 ($) 4272 4400 4700 10.0

STOXX Europe (€) 453 470 490 8.1

MSCI Asia-Pacific Ex-Japan ($) 559 580 670 19.8

TOPIX (¥) 1905 2000 2150 12.9

10-Year Treasury 2.9 2.5 2.8 (14) Bp

10-Year Bund 0.9 0.7 0.9 (5) Bp

10-Year JGB 0.2 0.3 0.3 7 bp

Euro (€/$) 1.08 1.10 1.20 11.2

Pound (£/$) 1.28 1.33 1.35 9.9

Yen ($/¥) 129 123 118 (8.4)

Brent Crude Oil ($/bbl) 106.7 125.0 115.0 7.8

London Gold ($/troy oz) 1928 2300 2500 29.6
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Recession: Signal or Noise?

Tight labor markets and persistent inflation have invited an aggressive policy path, leaving investors worried about the Fed’s ability 

to engineer a soft landing. Rates have re-priced and parts of the yield curve have inverted. Yet, we remain constructive on the 

macro buffers—abundant wealth, high labor demand, and strong spending power—to withstand an economic slowdown and 

defend corporate earnings. Importantly, while curve inversions are a useful guide, we believe recessionary signals are most 

powerful when evaluated against a collection of indicators. 

MARKET PRICING OF RECESSION RISK HAS MOVED HIGHER…

Source: Goldman Sachs Global Investment 

Research.

Market pricing of recession risk has

risen, but signals have yet to flash red. 

The proportion of yield curve inverted 

across different maturities now stands

at 30%, lower than the 60% observed 

before past recessions. With policy 

tightening underway, we expect the 

frequency of inversions to pick up. Still, 

the breadth, depth, and duration of recent 

curve inversions have provided stronger, 

albeit mixed, recessionary signals. 

…BUT WE BELIEVE THIS CYCLE HAS MORE MACRO BUFFERS TO CONSIDER…

Source: Goldman Sachs Asset Management.

While mid-cycle conditions are upon

us, we believe earlier pandemic relief

has created macro buffers that allow 

households and corporations to absorb 

weaker growth and tighter policy. For 

instance, higher prices should slow 

consumption, but we expect purchasing 

power to be supported by wage growth 

and excess savings. As such, traditional 

signals, especially when considered in 

isolation, may offer less information now.

…AND EQUITIES HAVE HISTORICALLY DELIVERED POSITIVE RETURNS

Source: Goldman Sachs Global Investment 

Research.

When evaluating signals, average 

statistics are useful but only with the 

context of dispersion. Inversions have 

historically preceded recessions with 

broad variation in lead time. They have 

also been a poor predictor of market 

downturns, delivering on median 9% 

annualized return for the S&P 500 

following past instances. Ultimately, we 

believe earnings resilience will support 

equities despite a choppy path forward. 

Top Section Notes: As of April 20, 2022. “Proportion of US Treasury yield curve inverted” is based on nine maturity combinations (6m-3m, 1y-6m, 2y-1y, 
3y-2y, 5y-3y, 7y-5y, 10y-7y, 20y-10y, and 30y-20y). Middle Section Notes: As of April 30, 2022. Bottom Section Notes: As of April 30, 2022. The chart 
shows past 10y-2y UST yield curve inversions and S&P 500 returns (%) in the 3 months, 6 months, 12 months, and 24 months following inversion. 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. Asset Class Outlook for equities, credits, sovereigns, real assets, and 

currencies are informed by Goldman Sachs Asset Management, 

Goldman Sachs Global Investment Research, and Goldman Sachs 

Investment Strategy Group views. The views expressed herein are as 

of May 2022 and subject to change in the future. “Shorter Term” view 

refers to less than 1 year. “Longer Term” view refers to 1-5 years. 

Views within asset classes are ranked by the short-term outlook in the 

order of most favored to least favored. 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 down by 2.7%; 

value outperforms Growth” – 04/25/2022.

Page 1 Definitions:

Bbl refers to per barrel.

Bps refers to basis points. 

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

Caixin PMI refers to Markit Manufacturing Purchasing Managers’ Index, a 

composite indicator designed to provide a single-figure snapshot of 

operating conditions in the Chinese manufacturing economy. 

Carry refers to the difference between the yield on a longer maturity bond 

and the cost of borrowing. 

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

excluding food and energy. 

DM refers to developed markets.

Dispersion refers to the distribution of numerical data around an average 

value. 

Duration refers to the sensitivity of the price of a bond to a change in 

interest rate. 

ECB refers to the European Central Bank. 

EM refers to emerging markets. 

Fed refers to the Federal Reserve. 

GDP refers to gross domestic product.

Median refers to the middle number in a numerical dataset sorted from 

lowest to highest. 

OPEC refers to Organization of the Petroleum Exporting Countries.

Quantitative easing is a form of expansionary monetary policy in which a 

central bank purchases long-term securities from the open market in 

order to increase money supply and encourage lending and investment. 

Quantitative tightening is a form of contractionary monetary policy in 

which a central bank reduces financial assets on its balance sheets to 

decrease the amount of liquidity in the economy. 

Roll refers to the incremental return earned when a bond’s price increases 

as the time left to maturity decreases.

YE refers to year-end.

Page 2 Notes:

Middle Chart: “US employment” refers to the total number of non-farm 

employees in the US based on the March print. The figure is compared to 

pre-pandemic US employment level in February 2020. 

Glossary

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.
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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.

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 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 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. 
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