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Dispersion returns. Greater variation in the returns of individual stocks may 
create security selection opportunities.

A target-rich environment. Skilled active managers may be 
rewarded, especially in international stocks.

The gap between winning stocks 
and losing stocks has widened.

We believe that precise security 
selection may be critical as dispersion 
in equities has trended higher. This 
is particularly true in international 
markets, where individual stock 
performance has demonstrated  
an even wider range of outcomes  
than in the US.

Historically, higher dispersion 
in international equities has 
translated to top-quartile manager 
outperformance. 

In markets of higher return dispersion, 
security selection outcomes are more 
pronounced, with clearer winners and 
losers. Since international markets 
are structurally more dispersed than 
the US, these markets have helped 
the best active managers realize 
significant alpha over the benchmark.

Top Section Notes: Analysis from January 2014 to December 2016. “Global Ex-US” refers to the S&P Developed Ex US Large and Mid Cap Index. “US” refers to the S&P 500 Index, 
a proxy for the US Large Cap equity universe. Dispersion of returns is measured by the standard deviation of index returns around their mean, on a monthly basis. A higher level 
of return dispersion means there is more variation in returns and hence the environment is more conducive to active managers. Active managers refers to strategies that make 
investments with the goal of outperforming a benchmark. Bottom Section Notes: Analysis as of February 2017. “Global Ex-US” includes top quartile funds over 3, 5, and 10 years 
from the Morningstar Foreign Large Cap Developed Markets category, which include funds benchmarked to the MSCI ACWI ex US Index that are categorized by Morningstar as 
Foreign Large Cap Blend. “US” refers to US Large Cap Blend managers which are benchmarked to the S&P 500. Excess returns compare fund performance against the MSCI ACWI 
Ex US Index for “Global Ex-US” and fund performance against the S&P 500 Index for the “US.” Managers for the different time periods are not necessarily the same. Please see 
end disclosures for additional definitions. Investments in foreign securities entail special risks such as currency, political, economic, and market risks. Past performance does not 
guarantee future results, which may vary.

Source: S&P Capital IQ and GSAM.

Source: Morningstar and GSAM.
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Risk Disclosures

Equity securities are more volatile than fixed income securities and subject to greater 
risks. Small and mid-sized company stocks involve greater risks than those customarily 
associated with larger companies. 

International securities entail special risks such as currency, political, economic, and 
market risks.

Investments in foreign securities entail special risks such as currency, political, 
economic, and market risks. These risks are heightened in emerging markets.

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 GSAM has no obligation to provide any 
updates or changes.

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.

The opinions expressed in this paper are those of the authors, and not necessarily 
of GSAM. The investments and returns discussed in this paper do not represent any 
Goldman Sachs product. 

This paper makes no implied or express recommendations concerning how a client’s 
account should be managed and is not intended to be used as a general guide to 
investing or as a source of any specific investment recommendations. 

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.

Views and opinions expressed are for informational purposes only and do not 
constitute a recommendation by GSAM to buy, sell, or hold any security. 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.

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.

In an effort to distinguish funds by what they own, as well as by their prospectus 
objectives and styles, Morningstar developed the Morningstar Categories. While the 
prospectus objective identifies a fund’s investment goals based on the wording in 
the fund prospectus, the Morningstar Category identifies funds based on their actual 
investment styles as measured by their underlying portfolio holdings (portfolio and 
other statistics over the past three years). 

©2017 Morningstar, Inc. All Rights Reserved. The information contained herein: 
(1) is proprietary to Morningstar and/or its content providers; (2) may not be copied 
or distributed; and (3) is not warranted to be accurate, complete or timely. Neither 
Morningstar nor its content providers are responsible for any damages or losses 
arising from any use of this information. Past performance is not guarantee of future 
results. 

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.

United Kingdom and European Economic Area (EEA): 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.

Asia Pacific: Please note that neither Goldman Sachs Asset Management 
International nor any other entities involved in the Goldman Sachs Asset Management 
(GSAM) business maintain any licenses, authorizations, or registrations in Asia 
(other than Japan), except that it conducts businesses (subject to applicable local 
regulations) in and from the following jurisdictions: Hong Kong, Singapore, Malaysia, 
and India. This material has been issued for use in or from Hong Kong by Goldman 
Sachs (Asia) L.L.C, in or from Singapore by Goldman Sachs (Singapore) Pte. (Company 
Number: 198602165W), in or from Malaysia by Goldman Sachs (Malaysia) Sdn Berhad 
(880767W), and in or from India by Goldman Sachs Asset Management (India) Private 
Limited (GSAM India).

Australia: This material is distributed in Australia and New Zealand by Goldman 
Sachs Asset Management Australia Pty Ltd ABN 41 006 099 681, AFSL 228948 
(’GSAMA’) and is intended for viewing only by wholesale clients in Australia for 
the purposes of section 761G of the Corporations Act 2001 (Cth) and to clients who 
either fall within any or all of the categories of investors set out in section 3(2) or 
sub-section 5(2CC) of the Securities Act 1978 (NZ) and fall within the definition of 
a wholesale client for the purposes of the Financial Service Providers (Registration 
and Dispute Resolution) Act 2008 (FSPA) and the Financial Advisers Act 2008 (FAA) 
of New Zealand. GSAMA is not a registered financial service provider under the 
FSPA. GSAMA does not have a place of business in New Zealand. In New Zealand, 
this document, and any access to it, is intended only for a person who has first 
satisfied GSAMA that the person falls within the definition of a wholesale client for 
the purposes of both the FSPA and the FAA. This document is intended for viewing 
only by the intended recipient. This document may not be reproduced or distributed 
to any person in whole or in part without the prior written consent of GSAMA. 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. The material provided herein is for informational 
purposes only. This presentation does not constitute an offer or solicitation to any 
person in any jurisdiction in which such offer or solicitation is not authorized or to any 
person to whom it would be unlawful to make such offer or solicitation.

Canada: This material has been communicated in Canada by Goldman Sachs Asset 
Management, L.P. (GSAM LP). GSAM LP is registered as a portfolio manager under 
securities legislation in certain provinces of Canada, as a non-resident commodity 
trading manager under the commodity futures legislation of Ontario and as a portfolio 
manager under the derivatives legislation of Quebec. In other provinces, GSAM LP 
conducts its activities under exemptions from the adviser registration requirements. 
In certain provinces, GSAM LP is not registered to provide investment advisory or 
portfolio management services in respect of exchange-traded futures or options 
contracts and is not offering to provide such investment advisory or portfolio 
management services in such provinces by delivery of this material. 

Japan: This material has been issued or approved in Japan for the use of professional 
investors defined in Article 2 paragraph (31) of the Financial Instruments and 
Exchange Law by Goldman Sachs Asset Management Co., Ltd.

Glossary

Equities

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 S&P Developed ex US Large and Mid Cap Index covers the largest 85% 
of companies from developed countries (excluding the US) ranked by total market 
capitalization. 

The Morningstar Foreign Large Cap Blend category Foreign large-blend portfolios 
invest in a variety of big international stocks. Most of these portfolios divide their 
assets among a dozen or more developed markets, including Japan, Britain, France, 
and Germany. These portfolios primarily invest in stocks that have market caps 
in the top 70% of each economically integrated market (such as Europe or Asia 
ex-Japan). The blend style is assigned to portfolios where neither growth nor value 
characteristics predominate. These portfolios typically will have less than 20% of 
assets invested in U.S. stocks.



The Morningstar US Large Cap Blend category refers to Large-blend portfolios are 
fairly representative of the overall US stock market in size, growth rates and price. 
Stocks in the top 70% of the capitalization of the US equity market are defined as 
large cap. The blend style is assigned to portfolios where neither growth nor value 
characteristics predominate. These portfolios tend to invest across the spectrum of 
US industries, and owing to their broad exposure, the portfolios’ returns are often 
similar to those of the S&P 500 Index.

The MSCI ACWI ex-US Index refers to the large-and mid-cap representation across 
22 of 23 Developed Markets countries and 23 Emerging Markets countries, and covers 
approximately 85% of the global equity opportunity set outside the US. 

Other

A basis point is one hundredth of one percent.

Return Dispersion is measured by the standard deviation of index returns around 
their mean, on a monthly basis. 

Standard Deviation is defined as a measure of the dispersion of a set of data from 
its mean. 

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.
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