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

Source: GSAM as of December 31, 2020. 
Funded statuses reflect monthly estimates with the exception of year-end data. 

Source: GSAM as of December 31, 2020.
E = Estimated.
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Funded status for the aggregate 
S&P 500 was estimated to be

87.5%
at the end of December. 

~50%
of plans’ funded status are 
expected to fall between a range
of 94% to 84% in one year³.

Quarterly Snapshot

With fears of a drawn out election largely settled and the approval of multiple 
COVID-19 vaccines, public equities moved sharply higher in November and 
December, exceeding the losses sustained in October. Corporate bond 
spreads continued to narrow, helping fixed income markets to deliver positive 
returns for the quarter. We estimate that, in aggregate, pension asset returns 
were 2.0% and 7.0% for the month and quarter, respectively. 

 Yields on Treasury bonds rose during the fourth quarter, with the 10-year 
US Treasury yield trading at 0.91% on December 31st. 

 Credit spreads continued to narrow throughout the quarter, while Treasury 
yields remained near historical lows. The Moody’s Aa Corporate Bond 
Yield, a rate often referenced as a proxy for pension discount rates, 
declined slightly quarter over quarter, ending the year at 2.42%.

 As a result, we estimate aggregate pension liabilities to have increased by 
approximately 1% during the fourth quarter 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 5.4% percentage 
points on a quarter over quarter basis to end the year at 87.5%.

Asset Class/Index YTD Change²

S&P 500 (%) 18.4%

Barclays Agg (%) 7.5%

10y Treasury Yield (Change in bps) -96 bps

Moody’s Aa Corporate Rate (Change in bps) -72 bps

1 Estimate is based off US plans (where specified) of pension plans within the S&P 500. 2 As of December 31, 2021; S&P 500 and Barclays Agg figures represent total returns. 3 Using estimates of asset/liability returns and volatility. 
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Source: Department of Labor, Pension Benefit Guaranty Corporation Press release. As of Q4 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. 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. 

In the News

Regulatory Updates and Changes
Pension Benefit Guaranty Corporation (PBGC) Releases 2021 Premiums
 PBGC flat rate premiums, a fee assessed on every plan participant 

regardless of status (i.e. retired, deferred vested or active) rose from $83 
to $86 per participant.

 PBGC variable rate premiums, a fee assessed on unfunded vested benefits 
(UVB), increased year-over-year from $45 to $46 for every $1,000 of UVB.

 The maximum variable rate premium (i.e. cap) that can be assessed for 
each participant was raised from $561 to $582.

 For multiemployer plans in 2021, the flat-rate premium per participant 
increased from $30 to $31 year-over-year.

DOL Issues Final Rules on ESG and Proxy Voting for ERISA Plans
 In late October, the Department of Labor (DOL) finalized its rule regarding 

the use of ESG in ERISA plans.
‒ Unlike the proposed rule, the text of the final rule contains no specific 

references to ESG or ESG funds; instead, it refers to pecuniary and 
non-pecuniary factors in defining a fiduciary’s investment duties.

‒ The effective date of the rule was January 12, 2021.
 In mid-December, the DOL finalized its rule on proxy voting and 

shareholder rights.
‒ The final rule codifies requirements for plan fiduciaries with respect to 

proxy voting and the exercise of other shareholder rights. The most 
significant change in the final rule is the DOL’s adoption of a more 
principles-based approach to address comments received on the proposal.

‒ The effective date is January 15, 2021 (with delayed compliance dates 
for certain provisions).

2020 Annuitization Volumes Lower Through Q3
 In December, LIMRA (Life Insurance Marketing and Research Association) 

noted buy-out figures for 3Q’20 totaled $4.6B; volume for the first three 
quarters of 2020 was 25% lower compared to the same period last year. 
However, this decline may be partially offset in the fourth quarter which 
typically experiences seasonally higher volumes.

 While lower interest rates and funded levels may have blunted risk transfer 
activity in the near-term, the persistent rise in PBGC premiums continues 
to provide a catalyst for risk transfer.

Transactions Announced During the Quarter
 In December, General Electric Co. announced a 

$1.7B pension liability transfer to Athene Holding, 
impacting roughly 70,000 retirees and beneficiaries 
in the U.S. GE Pension Plan.

 In November, Kellogg Co. announced a $470MM 
risk transfer, impacting about 8,000 retirees in its 
US defined benefit plan.

 Newell Brands also announced in November an 
annuitization of $155-$160MM, representing 
approximately 45% of retirees in one of its US plans.

 In mid-October, The New York Times Company 
announced a $235MM risk transfer, impacting about 
1,850 retirees and beneficiaries.

Contributions 
Some sponsors continued to see value in making discretionary contributions 
notwithstanding the pandemic and temporary minimum contribution relief 
under the CARES Act.

Transactions Announced During the Quarter
 In November, Rockwell Automation announced that it 

had made a $50MM discretionary contribution to its 
US pension plan in FY 2020.

 In December, GE announced that it had pre-funded 
$2.5B of estimated minimum funding requirements for 
2021, 2022 and into 2023.
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2020 was likely a wild ride for corporate defined benefit pension plans as COVID-19 and the resulting market 
volatility were disruptive for both assets and liabilities.  As we enter 2021, we provide some perspective on last year 
and provide a look ahead.

Client Perspectives

How did the events of 2020 impact defined benefit pension 
plans and how did they end the year?
Following strong asset returns and low volatility in 2019, plans sponsors 
were likely hoping for more of the same in 2020. Those hopes quickly 
disappeared as the global pandemic put significant downward pressure on 
most plans’ funded status during the first quarter. Though asset returns 
rebounded during the last three quarters of the year, led by surging equity 
markets, record low interest rates kept funded status levels depressed for 
many plans.

Given all the volatility experienced last year, how much did 
funded status fall during the first quarter and where did 
plans finish the year?
At the end of 2019, the aggregate funded status for plan sponsors in the 
S&P 500 was approximately 87%. At the depths of the pandemic in March, 
we estimate that aggregate funded status fell to 78%. Even with strong 
asset returns for the remaining nine months of the year, we estimate that 
funded status levels only recouped earlier declines, finishing the 
year approximately where it started at 87.5%.

Is a hedging strategy still worth considering given the level 
of interest 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 are biased towards 
higher rather than lower hedging targets, even at today’s low levels of 
interest rates. Additionally, even if interest rates move up from today’s 
levels, plans may still benefit as we often find that most plans remain less 
than 100% hedged to interest rates.

What does 2021 look like for corporate plan sponsors?
For years, plan sponsors and many market pundits have been predicting 
higher interest rates. Assuming the global pandemic can be brought under 
control sometime in 2021, the resulting uptick in economic activity has the 
potential to lead to higher interest rates and, therefore, improved funded 
status levels for most plans. That said, the outlook for return seeking assets 
is certainly challenged and, given the economic backdrop, it may be difficult 
for plan sponsors to make voluntary contributions, particularly for those plan 
sponsors in industries that have been impacted by the pandemic. As 
always, we continue to encourage plans to review their long-term objectives 
and portfolio structure.

Source: Goldman Sachs Asset Management as of December 31, 2020. 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. For discussion purposes only. 

For more perspective on 2020 and a look ahead to 2021, please see our US Corporate Pension Review and Preview.

https://www.gsam.com/content/dam/gsam/pdfs/institutions/en/articles/pension-solutions/2021/2021_Pension_Deja_vu_all_over_again.pdf?sa=n&rd=n


CORPORATE PENSION QUARTERLY Q4 2020: LOOKING AHEAD

GOLDMAN SACHS ASSET MANAGEMENT | 5

Themes in Focus: 2020 Challenges and Opportunities for 2021 and Beyond

Source: Goldman Sachs Asset Management as of December 31, 2020. 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. 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 Other risk premia sources reflects less traditional sources of return other than public equities and fixed income.

Despite challenges in 2020, plans have an opportunity to reassess approaches and adjust strategies going forward

Themes Plan Challenges Considerations Potential Solutions

2020 saw significant market 
volatility and risk to pensions due 
in part to the effects of COVID-19

Portfolio Risk Assessment
 Re-assess risks driving asset, liability and 

funded status volatility
 Examine impacts on portfolio in different 

market environments
 Determine impact of implementing 

targeted strategies to reduce risk

 Custom liability hedging
 Diversification of growth assets
 Equity risk mitigation

1

With interest rates at historic 
lows and equity indices hitting 
record highs, asset valuations 
and the future asset return outlook 
is uncertain

Growth Portfolio Optimization
 Explore growth assets ability to achieve 

return targets
 Assess the impact of incorporating 

alternative sources of return
 Determine the impact of alternative 

portfolios in different markets

 Private markets implementation
 Reassessing active 

management
 Other risk premia sources¹

Given significant volatility in 2020 
many plan fiduciaries are 
reassessing plan governance and 
if current plan governance 
approaches are appropriate

Governance Assessment
 Evaluate current governance 

approach / resourcing
 Assess effectiveness of governance 

during times of stress
 Review opportunities to refine the 

functions managed in-house vs. externally

 Strategic partnerships
 Risk transfer strategies
 Future of retirement

1

2

3

Managing 
Volatility and Risk 

Achieving 
Target Returns

Plan Governance 
and Management
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Source: Bloomberg, GSAM as of December 31, 2020.
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Market Monitor

Source: Bloomberg, GSAM as of December 31, 2020. 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.
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Past performance does not guarantee future results, which may vary. 
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Analytics PartnershipAsset Management

GSAM Pension Solutions

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.

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. 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.
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GS Library

FI Outlook – Navigating the 
Status Low  

ISG Outlook US Corporate Pension Review 
and Preview 

GS Retirement & Investment Solutions

Screenshots are for illustrative purposes only

https://www.gsam.com/content/dam/gsam/pdfs/common/en/public/articles/2020/navigating_the_status_low.pdf?sa=n&rd=n
https://www.goldmansachs.com/what-we-do/consumer-and-investment-management/private-wealth-management/intellectual-capital-f/isg-outlook-2021.pdf
https://www.gsam.com/content/dam/gsam/pdfs/institutions/en/articles/pension-solutions/2021/2021_Pension_Deja_vu_all_over_again.pdf?sa=n&rd=n
https://www.gsam.com/content/gsam/us/en/institutions/market-insights/gsam-insights/pension-solutions/2021/Corporate-pension-quarterly-q4-2020.html
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The views expressed herein are as of 12/31/2020 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.
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.
High-yield, lower-rated securities involve greater price volatility and present greater credit risks than higher-rated fixed income securities.
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. 
© 2021 Goldman Sachs. All rights reserved. Date of First Use: 12/31/2020 Compliance Code : 226133-TMPL-01/2021-1326882
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