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Historical Aggregate S&P 500 Funded Status1 Distribution of Funded Status

Source: GSAM as of September 30, 2020. 
Funded statuses reflect monthly estimates with the exception of year-end data. 

Quarterly Snapshot

Despite a September sell-off, public equity markets moved higher for the 
quarter.  With Treasury yields staying low and corporate bond spreads 
tightening, most fixed income markets also delivered positive returns. We 
estimate that in aggregate, pension asset returns were (1.4)% and 3.6% for 
the month and quarter, respectively. 

 Yields on Treasury bonds were largely unchanged during the third quarter 
with the 10-year US Treasury yield trading at 0.69% on September 30th. 

 Credit spreads continued to grind tighter driven by the Federal Reserve’s 
commitment to purchase bonds in the primary and secondary markets and a 
generally rising equity market. The net impact of these factors resulted in the 
Moody’s Aa, a rate often referenced as a proxy for pension discount rates, 
ending the quarter 8 bps below levels at the end of the second quarter. 

 As a result, we estimate aggregate pension liabilities to have increased by 
approximately 1% since June 30th from the impact of discount rates. 

 With asset values rising faster than liabilities, we estimate the funded status 
for the aggregate S&P 500 to have increased 1.6 percentage points to 82.1% 
on a quarter over quarter basis.

Asset Class/Index YTD Change2

S&P 500 (%) 5.6%

Barclays Agg (%) 6.7%

10y Treasury Yield (Change in bps) -124 bps

Moody’s Aa Corporate Rate (Change in bps) -62 bps

1 Estimate is based off US plans (where specified) of pension plans within the S&P 500.  2 As of September 30, 2020; S&P 500 and Barclays Agg figures represent total returns. 3 Using estimates of asset/liability returns and volatility. Past performance does 
not guarantee future results, which may vary. The figures published here are estimated and based on a number of assumptions.  They are subject to potentially significant revisions and may vary depending on changes in the underlying assumptions.  
Actual results may vary significantly from the information presented above. 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.

1Y Forward Distribution Funded Status (E)
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Funded status for the aggregate 
S&P 500 was estimated to be

82.1%
at the end of September. 

~50%
of plans’ funded status are estimated 
to fall between a range of 78% 
to 88% at September 2021.3

E = Estimated. Source: Company reports, Goldman Sachs Asset Management; GAAP funded % based on estimate 
of asset and liability performance of aggregate of US plans of S&P 500 companies as of September 30, 2020. 
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1 Pension Benefit Guaranty Corp, press release number 20-04; September 21, 2020 
Source: Department of Labor, Pension Benefit Guaranty Corporation press release, Goldman Sachs Asset 
Management. As of Q3 2020. 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.

In the News

Regulatory Updates and Changes
Pension Benefit Guaranty Corporation (PBGC) Expands 
COVID-19 Relief1

 As a part of the previously enacted CARES Act, minimum required 
contributions for single-employer defined benefit pension plans due in 
2020 were extended to January 1, 2021 (with interest).

 However, this legislation did not provide any guidance with regards to 
the treatment of PBGC premiums. 

 New guidance from the PBGC released in late September allows 
‘prior year’ plan contributions made by Jan 1, 2021 to be included in plan 
assets, thereby potentially reducing a plan’s variable rate premium. 

ESG in ERISA plans
 In June, the Department of Labor (DOL) issued a proposed rule called 

Financial Factors in Selecting Plan Investments that would codify 
fiduciaries’ duties when considering investments that incorporate 
environmental, social and governance (ESG) factors. 

 The proposed rule would amend ERISA’s Section 404(a) regulations to 
provide that a fiduciary’s duties of prudence and loyalty are met if 
investments are made based solely on pecuniary factors. 

 In a related step, at the end of August, the DOL issued a proposed rule 
on proxy voting that would codify requirements for plan fiduciaries when 
considering voting and provide a set of ‘permitted practices’ that would 
permit fiduciaries in a number of circumstances to vote with management 
recommendations or to refrain from voting.

Annuitization Volumes in 1H’20 Lower Year Over Year
 In August, LIMRA (Life Insurance Marketing and Research Association) 

released buy-out figures for 2Q’20, which totaled nearly $2.3B. Volumes 
for the first half of 2020 were 25% lower compared to buy-out volumes 
for 1H’19.  

 Lower interest rates and funded levels may be dampening risk transfer 
activity in the short term, but recent market volatility potentially presents a 
catalyst for some sponsors to seek to transfer some or all of their 
obligations in the long-term.

 Earnings commentary from some insurers may suggest potential readiness 
to accommodate new deals and a strong pipeline of transactions. 

Transactions Announced During the Quarter
 In August, Boise Cascade announced an intention 

both to freeze its defined benefit plan as of August 31, 
2020, as well as to terminate the plan.

 It entered into a buy-in arrangement with Prudential to 
fund lump-sum payments to eligible plan participants; 
after completion of the lump-sum program, Boise 
Cascade expects to exercise an option to convert 
the buy-in to a buy-out group annuity contract to 
transfer benefit obligations of all remaining 
participants to Prudential. 

 In September, MOOG announced a transfer of 
$481MM in pension liabilities to Metropolitan Tower 
Life Insurance Company, a wholly-owned subsidiary 
of MetLife.

 The annuitization would impact participants who 
retied before July 1, 2020 (3,058 participants).

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.
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Many corporate sponsors still aspire to de-risk their Defined Benefit (DB) pension plans, but low interest rates have 
led some to explore ways to effectuate that without increasing the allocation to fixed income. Below are some of the 
more common questions we have been receiving related to this topic. 

Portfolio Manager Perspectives

With interest rates so low, we are hesitant to add to liability-
driven investments (LDI) today. Are there other de-risking 
strategies we could consider outside of LDI?
Despite steady reductions to return seeking assets by some plans in recent 
years, equity risk still dominates the asset portfolio for many DB pensions. 
Nonetheless, with deficits having widened for many plans year-to-date, the 
need for return generation is still strong. Various equity risk mitigation 
strategies, such as the use of a put spread collar1, may allow sponsors to 
maintain equity exposure, but narrow the distribution of outcomes. This can 
serve as an additional de-risking tool for some plans. 

What about adding additional asset classes to our 
portfolio?
Diversification can be helpful in any environment, and may be even more 
important today given COVID-related volatility and the possibility for 
increased market disruptions around the US Presidential election. DB 
pension plan sponsors may wish to consider, for example, private assets, 
non-core fixed income and hedge funds as way to reduce the overall volatility 
of the asset portfolio. In some cases, additions of these asset classes may 
also serve a dual purpose of potentially enhancing returns. 

How can we maintain our current hedging position but 
allocate more capital to growth assets to help reduce 
our deficit?
Low interest rates and the run up in equity valuations have caused many plan 
sponsors to lower their expectations for future returns, and have put an even 
higher premium on the efficient allocation of capital across plan assets. At 
the same time, maintaining hedging positions remains an important goal for 
plans that want to minimize volatility in their funded status. Utilizing interest 
rate derivatives such as US Treasury Futures can help plans optimize their 
fixed income allocations so that they can maintain or even increase the 
amount of capital dedicated to growth asset investments. 

Is a hedging strategy still useful given the level of 
rates today?
Yes, we continue to believe that plans should focus on their long-term risk 
reduction objectives, particularly given the long time horizon faced by many 
plans. More often than not this may mean that plans should be biased 
towards higher rather than lower hedging targets, even at today’s low levels 
of interest rates. Additionally, while risk free rates have fallen, longer maturity 
credit spreads remain higher than the levels where they started the year and 
credit spread volatility remains elevated , so plans may be inclined to 
increase their credit-sensitive hedges.

The economic and market forecasts presented herein have been generated by GSAM 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. Diversification does not protect an investor from market risk and does not ensure a profit. 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. 1 

Put Spread Collar is an investment strategy that utilizes derivatives. The strategy buys an out-of-the-money put option for a degree of downside protection, and sells out-of-the-money put and call options to help fund the protection. 
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Source: GSAM as of September 30, 2020.
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Past performance does not guarantee future results, which may vary. 
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Analytics Partnership

GSAM Pension Solutions

What We Do
We engage with institutional investors, combining our advice 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.

Investment analytics to help plans monitor and 
assess plan performance and risk position

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

Advisory and discretionary offering to help plans with 
strategic asset allocation, manager research and 
selection, portfolio monitoring and rebalancing and 
administrative support

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.

Key personnel involved in our Pension Solutions effort are comprised of members of our Fixed Income, Global Portfolio 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. 

Asset Management
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GS Library

Inflation – Are We There Yet?The Numbers Game: 
Developing Defined Benefit 
EROA Assumptions

Three Myths About Pension 
Liability Risk Management

One GS Healthcare SeriesOne GS U.S. Election series

Screenshots are for illustrative purposes only

https://www.gsam.com/content/gsam/us/en/institutions/market-insights/gsam-connect/2020/Inflation_Are_We_There_Yet.html
https://www.gsam.com/content/gsam/us/en/institutions/market-insights/gsam-insights/pension-solutions/2020/the-numbers-game.html
https://www.gsam.com/content/gsam/us/en/institutions/market-insights/gsam-insights/pension-solutions/2020/Three-Myths-About-Pension-Liability-Risk-Management.html
http://gsevents.cvent.com/events/the-way-forward-next-phase-of-healthcare-economies-and-financial-markets/event-summary-c9559c5fdad846e8a8b75837c24f54eb.aspx#sessions
http://gsevents.cvent.com/events/u-s-election-dynamics-unpacking-what-s-ahead/event-summary-54d9d59faacc4482a2a225805144ec18.aspx#program
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The views expressed herein are as of 9/30/2020 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.
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by GSAM to buy, sell, or hold any security, they should not be construed as investment advice.
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.
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 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.
Fixed income investing involves interest rate risk. When interest rates rise, bond prices generally fall.
The strategy may include the use of derivatives. Derivatives often involve a high degree of financial risk because a relatively small movement in the price of the underlying security or benchmark may result in a disproportionately large movement in 
the price of the derivative and are not suitable for all investors.  No representation regarding the suitability of these instruments and strategies for a particular investor is made.
High-yield, lower-rated securities involve greater price volatility and present greater credit risks than higher-rated fixed income securities.
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.
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. 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.
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: 9/30/2020 Compliance Code: 216966-TMPL-10/2020-1273728

Disclosures
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