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GSAM’s ‘Market Know-How’ explains what investors should 

KNOW about current market conditions, and HOW they can 

implement an investable strategy. The ideas presented in  

the Market Know-How are based on our expectations of global 

macro conditions, asset class performance, and sound  

portfolio construction. 

To view this and other Market Strategy publications,  

please visit GSAMFunds.com.
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More
More uncertainty, more growth, more record highs, and  

more risk: the reigning market theme today seemingly is one  

of quantity—more of virtually everything.

Investors in recent months have faced a blitz of new US policy 

initiatives whose contours are largely unknown but reflect the 

power of populism now gripping the globe. Voters in France 

and Germany will be offering their own verdicts on populism 

in coming months. Meanwhile, economic growth has been 

advancing in the US and has showed modest improvement in 

Europe and Japan. 

We do expect one exception to the trend of “more”—returns. 

We foresee modest returns from major asset classes due to 

valuation and political realities. Consequently, we see even more 

need for intelligent portfolio construction and investor discipline.

Our key views:

 ■ A heavy 2017 political calendar heightens global risk 

 ■ Greater equity market return dispersion cultivates a target-rich 

environment for skilled active managers 

 ■ Elevated US equity valuations create a rationale for moving 

beyond beta and beyond borders



MONETARY POLICY
Despite three US rate 
hikes in 2017, we envision 
accommodative global central 
banks. Policy refinements could 
replace further open-ended 
purchase commitments.

GROWTH
The 8-year US expansion may 
get a nudge in late 2017 from 
fiscal policy, though US trade, 
immigration, and European 
electoral risk may be noticeable 
counterweights.

INFLATION
Global inflationary impulses 
have picked up, particularly 
in the US amid firmer wage 
and healthcare costs, rising 
energy costs, and a shrinking 
output gap.

Macro

RISK
Besides global politics, investors 
should be mindful of other 
sources of disruption, including 
the pace of US tightening, the 
sustainability of Chinese debt 
levels, and rarified valuations.

POLITICS
From President Trump’s agenda 
to upcoming European elections, 
we expect unpredictable political 
outcomes to amplify macro risk. 
Populism has proven difficult to 
size and price.

Top Chart Notes: GIR and GSAM as of February 28, 2017. Chart shows the Goldman Sachs Current Activity Indicator (CAI), an alternative monthly measure of economic growth, 
designed to reduce data reporting lags. The CAI is shown over the last 6 months with most recent readings highlighted. Readings of CAI's 5 subcomponents are scaled to their 
individual values. The aggregate economy is represented by the CAI, which is the sum of the 5 subcomponent values. Bottom Chart Notes: Goldman Sachs Global Investment 
Research (GIR) and GSAM as of February 28, 2017. Global Manufacturing Purchasing Managers’ Index (PMI) monthly data is from January 2010 to present, the largest available 
dataset. Global PMI is calculated by GIR by creating a Gross Domestic Product (GDP)-weighted composite of 33 countries’ PMI data. A reading above 50 implies an expanding global 
manufacturing sector, while a reading below 50 implies a contracting global manufacturing sector. The implied global GDP growth rate of 4.6% is based on analysis from GIR that 
regresses quarterly real GDP growth for the 33 countries against the Global Manufacturing PMI data. 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. Please see additional disclosures at the end of this document.
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Top Chart Notes: Analysis is from January 2016–February 2017, latest available data, for each respective country. The 10-Year breakeven inflation rate is what market participants 
expect inflation to be in the next 10 years, on average, which is derived from each country's 10-Year sovereign yield and its respective 10-Year inflation-indexed security. Bottom 
Chart Notes: As of February 28, 2017. Euro area and UK are respectively based on the EUR and UK region “Morgan Stanley Months to 1st rate hike” indices. 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.

Euro area UK 

61

71

38

26

Market Implied Number of Months to First Rate Increase
1 Year High Current 

UK Euro area (Germany)US 

0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

4.0

Jan-16 Mar-16 May-16 Jul-16 Sep-16 Nov-16 Jan-17 Mar-17 

10-Year Breakeven Inflation (%) 

Source: Bloomberg and GSAM.

Source: Bloomberg and GSAM.

Key Takeaway:  
We expect the global expansion to gain strength with broadening 
contributions from manufacturing, the consumer, and policy 
stimulus. Inflationary impulses vary in their drivers and effects 
across geographies and influence on global central bank policy.

Rising inflation can be “good,” 
“bad,” or “ugly.” We see a 
“good” variant in the US, where 
limited slack in the economy 
and wage inflation impulses are 
feeding through the supply chain. 
Europe’s “bad” inflation is driven 
in part by energy prices, whereas 
in the UK, the “ugly” combination 
of rising energy prices and 
the shock of rapid Sterling 
depreciation is still being felt.

Key central bank policy has 
been pulled forward by 
strength in economic data, 
led by manufacturing and the 
consumer. During peak Brexit 
uncertainty in 2016, both the 
European Central Bank and 
Bank of England were not 
expected to raise short-term 
rates for at least 5 years. Today, 
the expected timeframe has 
shortened meaningfully.



Source: Bloomberg, Barclays Live, and GSAM. As of February 28, 2017. Valuation Percentile of equity asset classes refers to the forward Price-to-Earnings Ratio of each asset 
class as a percentile of the asset class’ historical Price-to-Earnings ratio on a monthly basis. Forward Price-to-Earnings ratio is a common valuation metric representing the current 
price as a multiple of the next twelve months of earnings per share of that asset class. For fixed income asset classes, global valuation percentile refers to spreads as a percentile 
of historical spreads for each asset class. Global refers to the MSCI World Index. US refers to the S&P 500 Index. Euro area refers to the Eurostoxx 50 Index. UK refers to the FTSE 
100 Index. Japan refers to the TOPIX Index. Global Investment Grade refers to Global Investment Grade Corporate Credit measured by the Barclays Global Aggregate Corporate 
Index. Global High Yield refers to the Barclays Global High Yield Index. Emerging Market Debt refers to the Barclays EM USD Aggregate Index. China refers to the MSCI China 
Index. Emerging Market refers to the MSCI Emerging Market Index. Past performance does not guarantee future results, which may vary.

EQUITIES
Global stocks may offer an 
attractive mixture of earnings, 
valuation, and security selection 
opportunities. Full US valuations 
may limit upside gains until the 
political landscape is clarified.

RATES
Higher rates may be underpinned 
by evolving monetary policy, 
accelerating global growth, 
shrinking excess capacity, and 
reflationary policy.

Market

CREDIT
Tighter US credit spreads and 
higher leverage reflect late-cycle 
conditions, leaving us cautious 
on investment-grade and high-
yield beta, but constructive on 
idiosyncratic deployment.

CURRENCY
After a period of consolidation, 
potentially sizable global rate 
differentials lead us to renew 
our stronger Dollar view, while 
Sterling could trade in concert 
with Brexit developments.

VOLATILITY
Markets may remain buoyed by 
pro-growth policy and macro 
data, but these tailwinds face 
growing pressures from higher 
rates, full valuations, and a 
prolonged legislative process.
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Key Takeaway: 
We believe the macro backdrop remains supportive of moderately 
positive returns from risk assets, although policy and valuation 
have intensified tail risk. We favor equities over credit, credit over 
sovereign debt, and emerging markets over developed markets.  
We are cautious on beta and emphasize selectivity.

Top Chart Notes: Current data is as of February 28, 2017 and "Fair Value" is as of February 24, 2017, latest available. "Fair Value" is derived from the Goldman Sachs Global Investment 
Research (GIR) Fair Value model. Fair Value is the yield based on GIR economists’ outlook for growth and inflation, and the expected stance of monetary policy. The "basis points below 
Fair Value" represents the difference between nominal interest rates on sovereign securities with maturities of 10 years and their respective Fair Value yield. Bottom Chart Notes: As 
of February 28, 2017. “Sharp Market Moves” refers to market moves that are 3 standard deviations or greater from its respective mean, calculated using the larger of the day-to-day 
change and the intra-day trading high/low (when available). Standard Deviation is defined as a measure of the dispersion of a set of data from its mean. The S&P 500 Price data was 
analyzed back to January 3, 1928, US 10-Year Treasury yield back to January 3, 1962, and US Dollar Index (DXY) back to January 5, 1971. 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. Please see additional disclosures at the end of this 
document. Past performance does not guarantee future results, which may vary.
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We think interest rates have 
room to rise—sovereign yields 
in several major countries 
are below fair value by our 
estimates. At the same time, 
interest rate moves over the 
last six months have erased 
some of the deep discounts 
to fair value. We expect this 
trend to continue.

Global uncertainty and 
interest rate differentials have 
contributed to an uptick in 
unusually sharp market moves 
in the bond and currency 
markets. We expect volatility 
to broaden into equity markets, 
suggesting investors consider 
strategies that offer downside 
management.

Source: Bloomberg, Goldman Sachs Global Investment Research, and GSAM.

Source: Bloomberg and GSAM.
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Policy: Political Risk Remains Elevated

Views and opinions are current as of March 2017, and may be subject to change, they should not be construed as investment advice.

Volatility refers to standard deviation. Economic and market forecasts presented herein reflect our judgment as of the date of this document 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 Asset Management has no obligation to provide updates or changes to these forecasts. Examples are for illustrative purposes only.

Municipal Bonds: Flexibility Still Counts

Alternative Strategies: When Rates Rise

Buy-Write: Buying into the ‘Write’ Strategy

International Equities: Targeted Travel

Emerging Market Equities: Entering a Growth Phase

Macro:  
Global Economic Expansion 
Accelerates Moderately

Markets:  
Modest Returns in Risk 
Assets, with Higher Volatility

Know

How
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Political risk remains elevated. The 2017 calendar is packed with 
catalysts for potential market volatility.1

More political surprises are 
possible even after Brexit and the 
election of US President Trump. 

From French and German elections 
to US trade and fiscal policy, 2017’s 
political calendar is full. Rising 
populism and policy making obstacles 
have the potential to impact Europe’s 
governing structure and induce 
market volatility.

Prevailing policy uncertainty levels 
have been consistent with a VIX  
at twice today’s levels.

The historical link between equity 
volatility and global policy uncertainty 
(GPU) suggests that the equity 
market today is somewhat dismissive 
of policy unknowns. In our view, the 
policy uncertainty reflected in volatile 
bond and currency markets is likely 
to spill over into equities should GPU 
remain elevated.

Something has to give. In the past, elevated policy uncertainty 
has pointed to higher equity volatility.

Top Section Notes: “FY” stands for fiscal year. “Budget Resolutions Debate” refers to the fiscal year 2018 budget resolutions debated on the House and Senate floors. “EU” stands 
for the European Union. “NATO” stands for the North Atlantic Treaty Organization. “G20” is an international forum for the governments and central bank governors from 19 of the 
world’s largest economies plus the European Union. Bottom Section Notes: As of February 28, 2017. The Baker, Bloom & Davis Index is a non-financial metric that can be used to 
gauge the underlying level of economic policy uncertainty on a country level, by exploiting the informational content of national newspapers. The Global Policy Uncertainty Index has 
been constructed by weighting and rescaling the single-country indices by their share of global GDP and rebasing the series as of 2003. The VIX Index is a measure of S&P 500 implied 
volatility. Both measures are shown using 6 month moving averages. Past performance does not guarantee future results, which may vary.

Source: GSAM.
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US rates transition higher. After more than three decades of 
declining interest rates, sustainable gains may be upon us.2

The trend of falling interest rates 
cannot last forever—we think it 
has already begun to reverse. 

We see a transition toward a rising 
interest rate environment driven by 
accelerating global economic growth, 
the evolving composition of monetary 
policy, and a sustainable shift towards 
higher US inflation. Tighter Federal 
Reserve policy and greater fiscal 
stimulus may add to the trend.

We consider alternative strategies 
to be a core portfolio allocation. 

Although equities and alternatives 
have each experienced higher returns 
and lower volatility in rising rate 
environments compared to their 
long-term performance, we see more 
notable risk/return improvement for 
alternative strategies. In five rising 
rate periods since 1990, although 
fixed income risk did edge lower, 
returns fell sharply.

Know your alternatives. Historically, alternative strategies have 
generated higher returns with lower risk when rates have risen.

Source: Bloomberg and GSAM.

Top Section Notes: As of February 28, 2017. Rising rate periods are the longest trough to peak periods where the US 10-Year Treasury rate rose since 1990. The 5 rising rate 
periods are: September 30, 1993–December 30, 1994, September 30, 1998–January 31, 2000, May 30, 2003–June 30, 2006, December 31, 2008–January 29, 2010, August 31, 
2012–December 31, 2013. Bottom Section Notes: As of December 31, 2016. Starting point selected given longest common index inception (HFRI Fund of Funds Index inception 
January 1, 1990). Historical returns refers to the S&P 500 Total Return Index for Equities, the Barclays US Aggregate Bond Index for Fixed Income, and the HFRI Fund of Funds Index 
(HFRIFOF) for Alternatives. HFRIFOF and related indices are trademarks and service marks of Hedge Fund Research, Inc. ("HFR") which has no affiliation with GSAM. Information 
regarding HFR indices was obtained from HFR’s website and other public sources and is provided for comparison purposes only. HFR does not endorse or approve any of the 
statements made herein. The Average Annualized Risk and Return figures “During Rising Rate Periods” are the average annualized standard deviation and total return figures 
during the 5 rising rate periods as defined above. Past performance does not guarantee future results, which may vary.
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Higher valuations, lower expectations. Elevated US equity 
multiples have often pointed to mid-single digit long-term returns.3

Any given year’s total return is 
difficult to predict, but equity 
valuations have been more 
predictive of longer-term returns.

Relative to the long-term average 
cyclically-adjusted price-to-earnings 
(CAPE) ratio (18x), current valuations 
(29x) point to a more muted return 
outlook over the next 3, 5, and 10 
years. For core equity allocations, we 
believe a transition in strategy may  
be warranted as returns moderate.

Buy-Write strategies have often 
outperformed when equity returns 
are in the single digits.

Over the last 10 years, Buy-Write 
strategies have lagged the S&P 500 
in strong return environments but 
outperformed when broad equity 
returns were negative or moderately 
positive. These strategies have also 
offered a less volatile investment 
experience because their losses have 
been smaller during periods of  
market pressure.

Buying the ‘write’ strategy. Buy-Write strategies historically have 
outperformed in muted market environments, with lower volatility.

Source: Bloomberg and GSAM. 
Buy-Write strategies are represented by the CBOE S&P 500 2% OTM (Out of the Money) BuyWrite Index. A Buy-Write strategy refers to an investment that receives 
call premium on an underlying equity position to generate income. The CBOE S&P 500 2% OTM (Out of the Money) BuyWrite Index’s performance is not necessarily 
reflective of all Buy-Write strategies. Past performance does not guarantee futures results, which may vary.

Top Section Notes: The “long-term average” and percentile levels for the cyclically-adjusted price-to-earnings (CAPE) ratio are calculated from December 30, 1927, the inception of 
the S&P 500 Price Index. Subsequent returns analysis is from January 29, 1988, the inception of the S&P 500 Total Return Index, through February 28, 2017. Bottom Section Notes: 
Buy-Write strategies are represented by the CBOE S&P 500 2% OTM (Out of the Money) BuyWrite Index. Analysis uses total returns from January 2007 through December 30th 
2016. “Global Financial Crisis” refers to 2008. “Moderately Positive” and “Very Positive” respectively refer to calendar years with returns between 0–10% and greater than 10%.
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Dispersion returns. Greater variation in the returns of individual 
stocks may create security selection opportunities.4

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.

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.

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.

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

Source: Morningstar and GSAM.
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An emerging growth phase. Emerging markets may be entering 
a new period of growth.5

Equity markets have cycled 
between periods we would 
label despair, hope, growth and 
optimism—EM may shift into 
growth mode.

2015’s declining EM earnings and 
challenged equity performance 
gave way to an earnings and market 
rebound in 2016. We expect this 
recovery to continue. However, 
earnings may dominate equity returns 
as we enter the growth phase.

Source: IBES, Datastream, Goldman Sachs Global Investment Research, and GSAM.
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Earnings per share (EPS) forecasts 
are trending higher to a degree 
not seen in years.

We see encouraging signs that 
EM earnings bottomed in 2016. 
While we continue to closely monitor 
political risk and trade policy, we 
anticipate earnings to be the primary 
driver of equity returns.

Source: Datastream, MSCI, and GSAM.

Earnings in focus. The trend of improving 2016 emerging market 
earnings revisions has carried over into 2017.

Top Section Notes: Based on the MSCI Emerging Market index, from 2008–2017, using Datastream’s “total market indices,” which are indexed to 100 at the start date. A graphical 
measurement of a portfolio's gross return that simulates the performance of an initial investment of $100 over the given time period. The example provided does not reflect the 
deduction of investment advisory fees and expenses which would reduce an investor's return. Please be advised that since this example is calculated gross of fees and expenses 
the compounding effect of an investment manager's fees are not taken into consideration and the deduction of such fees would have a significant impact on the returns the greater 
the time period and as such the value of the $100 if calculated on a net basis, would be significantly lower than shown in this example. Phases and phase descriptions for illustrative 
purposes only. Forward Earnings per Share (EPS) refers to consensus 12-month EPS forecasts. Forward Price/Earnings refers to the consensus next 12-month valuation forecast. 
Bottom Section Notes: As of February 28, 2017. The MSCI Emerging Market EPS growth forecast revisions represent analyst revisions to consensus earnings growth forecasts and the 
trajectory of revisions across time. Please see disclosures for definitions. EM securities may be less liquid and more volatile than developed markets and are subject to a 
number of additional risks, including but not limited to currency fluctuations and political instability. Past performance does not guarantee future results, which 
may vary. Please see additional disclosures at the end of this document.
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Municipal bonds have endured. Munis have continued to deliver 
strong tax-equivalent income for each year of duration.6

In our view, munis remain an 
effective fixed income investment.

The impact of potential US tax 
code legislation and reflationary 
pressures have drawn focus on 
tradeoffs between interest rate 
sensitivity and net cash flow. After 
adjusting the current highest tax 
bracket from 43.4% to a hypothetical 
33%, municipal bonds remain 
attractive compared to other 
investment grade fixed income.

Each year, municipal top 
performers vary across the credit 
spectrum and yield curve.

Municipal bond investing has often 
been characterized by a static 
commitment to buy-and-hold 
“ladder” portfolios. However, we 
believe structural shifts in insurance, 
issuance, inventory, and the variable 
nature of returns are best addressed 
by a flexible approach that includes 
the capacity to shift duration, term 
structure, and credit quality.

Source: Barclays Live and GSAM.

Source: Barclays Point and GSAM.

Stay dynamic. Variable returns in the municipal market make 
a case for flexibility.

Top Section Notes: As of February 28, 2017. Municipal represents the Bloomberg Barclays Municipal Bond Index, Investment Grade Corporate represents the Bloomberg Barclays 
Investment Grade Corporate Index, Agency represents the Bloomberg Barclays US Aggregate: Agency Index, and Treasury represents the Bloomberg Barclays U.S. Treasury Index. 
Chart shows a line of best fit of Tax-Equivalent Yields for 3, 5, 10, and 20 year bonds versus their durations. Tax-Equivalent Yield adjusts for tax-free earnings of municipal bonds, 
to make muni yields comparable with taxable yields. Current tax rate is 43.4%, reflecting a 39.6% Federal Rate and a 3.8% Affordable Care Act Tax. The 33% tax rate reflects Trump 
administration tax proposals. Goldman Sachs does not provide accounting, tax, or legal advice. Lower interest rates may reduce the duration of callable securities. As a result, the 
municipal and corporate indices used in this analysis have significantly lower duration, though similar maturity, as the government indices. Bottom Section Notes: As of February 28, 
2017. Chart rankings are relative to 5 year single A performance and are a reasonable representation of an intermediate, investment grade rated portfolio. 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. These illustrative results do not reflect any GSAM 
product and are being shown for informational purposes only. No representation is made that an investor will achieve results similar to those shown. Goldman Sachs does not provide 
accounting, tax or legal advice. Please see additional disclosures at the end of this document. Past performance does not guarantee future results, which may vary.
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Investors should also consider some of the potential risks of alternative 
investments: Alternative Strategies. Alternative strategies often engage in 
leverage and other investment practices that are speculative and involve a high 
degree of risk. Such practices may increase the volatility of performance and the risk 
of investment loss, including the entire amount that is invested. Manager experience. 
Manager risk includes those that exist within a manager’s organization, investment 
process or supporting systems and infrastructure. There is also a potential for fund-
level risks that arise from the way in which a manager constructs and manages the 
fund. Leverage. Leverage increases a fund’s sensitivity to market movements. Funds 
that use leverage can be expected to be more “volatile” than other funds that do not 
use leverage. This means if the investments a fund buys decrease in market value, the 
value of the fund’s shares will decrease by even more. Counterparty risk. Alternative 
strategies often make significant use of over-the-counter (OTC) derivatives and 
therefore are subject to the risk that counterparties will not perform their obligations 
under such contracts. Liquidity risk. Alternative strategies may make investments 
that are illiquid or that may become less liquid in response to market developments. 
At times, a fund may be unable to sell certain of its illiquid investments without a 
substantial drop in price, if at all. Valuation risk. There is risk that the values used 
by alternative strategies to price investments may be different from those used by 
other investors to price the same investments. The above are not an exhaustive list 
of potential risks. There may be additional risks that should be considered before any 
investment decision. 

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.

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.

An investment in real estate securities is subject to greater price volatility and the 
special risks associated with direct ownership of real estate. 

Investments in fixed-income securities are subject to credit and interest rate risks. 
Bond prices fluctuate inversely to changes in interest rates. Therefore, a general rise 
in interest rates can result in the decline in the bond’s price. Credit risk is the risk that 
an issuer will default on payments of interest and principal. This risk is higher when 
investing in high yield bonds, also known as junk bonds, which have lower ratings and 
are subject to greater volatility. All fixed income investments may be worth less than 
their original cost upon redemption or maturity. 

Although Treasuries are considered free from credit risk, they are subject to interest 
rate risk, which may cause the underlying value of the security to fluctuate. Income 
from municipal securities is generally free from federal taxes and state taxes for 
residents of the issuing state. While the interest income is tax-free, capital gains, 
if any, will be subject to taxes. Income for some investors may be subject to the 
federal Alternative Minimum Tax (AMT).

Options are not suitable for all investors. Please ensure that you have read 
and understand the current options disclosure document before entering 
into any options transactions. The booklet entitled Characteristic and Risk 
of Standardized Options can be obtained at Goldman Sachs, & Co., 200 
West Street, New York, New York, 10282. The options disclosure document 
can also be found at http://www.theocc.com/components/docs/riskstoc.
pdf. Supporting documentation for any comparisons, recommendations, 
statistics, technical data, or other information will be supplied upon request.

Buy-write strategies are subject to market risk, which means that the 
value of the securities in which it invests may go up or down in response 
to the prospects of individual companies, particular sectors and/or general 
economic conditions. They are also subject to the risks associated with 

writing (selling) call options, which limits the opportunity to profit from 
an increase in the market value of stocks in exchange for up-front cash 
at the time of selling the call option. In a rising market, the strategy could 
significantly underperform the market, and the options strategies may not 
fully protect it against declines in the value of the market. 

There may be additional risks that are not currently foreseen or considered. 

Goldman Sachs does not provide accounting, tax, or legal advice. 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.

Risk Disclosures
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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.

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.

Goldman, Sachs & Co., member FINRA.

© 2017 Goldman Sachs. All rights reserved.

Date of first use: March 31, 2017. 85429-TMPL-03/2017-499269.
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Equities
The Euro Stoxx 50 Index represents the performance 
of the 50 largest companies among the 19 supersectors 
in terms of free-float market cap in 11 Eurozone 
countries.

The FTSE 100 Index is a market-capitalization weighted 
index of UK-listed blue chip companies. The index is part 
of the FTSE UK Series and is designed to measure the 
performance of the 100 largest companies traded on the 
London Stock Exchange that pass screening for size and 
liquidity. 

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. 

The MSCI ACWI Index captures large and mid cap 
representation across 23 Developed Markets and 23 
Emerging Markets countries. With 2,484 constituents, 
the index covers approximately 85% of the global 
investable equity opportunity set.

The MSCI China Index captures large and mid cap 
representation across China H shares, B shares, Red 
chips, P chips and foreign listings. With 150 constituents, 
the index covers about 85% of this China equity universe.

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 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 TOPIX Index is a free-float adjusted market 
capitalization-weighted index that is calculated based 
on all the domestic common stocks listed on the Tokyo 
Stock Exchange First Section. 

Fixed Income
The 10-Year Treasury is a US Treasury debt obligation 
that has a maturity of 10 years.

10-Year Treasury Constant Maturity Securities 
refer to US Treasury securities adjusted to a constant 
maturity based on the average yield of various Treasury 
securities maturing at different periods.

10-Year Treasury Inflation-Indexed Constant 
Maturity Securities refer to US Inflation-Indexed 
Treasury securities adjusted to a constant maturity 
based on the average yield of various Treasury securities 
maturing at different periods.

The Bloomberg Barclays Global Aggregate 
Bond Index is market capitalization weighted that 
includes Treasury securities, Government agency 
bonds, Mortgage-backed bonds and Corporate bonds. 
It excludes Municipal bonds and Treasury Inflation-
Protected securities because of tax treatment.

The Bloomberg Barclays Agency Bond Index 
includes native currency agency debentures from issuers 
such as Fannie Mae, Freddie Mac, and Federal Home 
Loan Bank. It is a subcomponent of the Government-
Related Index (which also includes non-native currency 
agency bonds, sovereigns, supranationals, and local 
authority debt) and the U.S. Government Index (which 
also includes U.S. Treasury debt). The index includes 
callable and non-callable agency securities that are 
publicly issued by U.S. government agencies, quasi-
federal corporations, and corporate or foreign debt 
guaranteed by the U.S. government (such as USAID 
securities). 

The Bloomberg Barclays Emerging Markets USD 
Aggregate Index is a flagship hard currency Emerging 
Markets debt benchmark that includes fixed and 
floating-rate US dollar-denominated debt issued from 
sovereign, quasi-sovereign, and corporate EM issuers. 

The Bloomberg Barclays Global Aggregate 
Corporate Index is a flagship measure of global 
investment grade, fixed-rate corporate debt. This multi-
currency benchmark includes bonds from developed and 
emerging markets issuers within the industrial, utility 
and financial sectors. 

The Bloomberg Barclays Yield Index provides a 
broad-based measure of the global high-yield fixed 
income market. 

The Bloomberg Barclays Investment-Grade 
Corporate Bond Index is designed to track a more 
liquid subset of the US Corporate Index, which measures 
the market for investment grade, fixed-rate, taxable 
corporate bonds. 

The Bloomberg Barclays Municipal Bond Index is 
an unmanaged index that is considered representative 
of the broad market for investment grade, tax-exempt 
bonds with a maturity of at least one year. 

The Bloomberg Barclays US Aggregate Bond Index 
represents an unmanaged diversified portfolio of fixed 
income securities, including U.S. Treasuries, investment-
grade corporate bonds, and mortgage backed and asset-
backed securities.

The Bloomberg Barclays US Treasury Bond Index 
measures US dollar-denominated, fixed-rate, nominal 
debt issued by the US Treasury, excluding Treasury Bills 
and STRIPs.

Other
A basis point is one hundredth of one percent. 

Beta is a measure of the volatility of a security in 
comparison to the market as a whole, as measured by  
an index or other benchmark. 

The Cyclically Adjusted Price-to-Earnings (CAPE) 
ratio is a valuation measure usually applied to the broad 
equity market, that uses real per-share earnings over a 
10-year period, smoothing out real earnings to eliminate 
fluctuations in net income cause by variations in profit 
margins over a typical business cycle. 

The CBOE S&P 500 2% OTM (Out of the Money) 
BuyWrite Index (BXY) is a benchmark index designed 
to track the performance of a hypothetical buy-write 
strategy on the S&P 500 Index. The index was developed 
by the Chicago Board Options Exchange.

The CBOE Volatility Index measures the market’s 
expectation of 30-day volatility implied by at-the-
money S&P 100 Index option prices. The VIX Index is a 
benchmark for US stock market volatility.

The Global Economic Policy Uncertainty Index is 
a GDP-weighted measure of news references to policy 
uncertainty.

The Global Manufacturing Purchasing Managers’ 
Index is a GDP-weighted measure of manufacturing 
data in 33 countries across the world calculated by 
Goldman Sachs Global Investment Research

The HFRI Fund of Funds Index is an equal weighted, 
net of fee, index composed of approximately 800 fund-
of-funds which report to HFR. 

The Morgan Stanley months to first rate hike 
indices measure the market implied number of months 
until the respective region’s central bank’s first raise 
interest rates.

Populism is a political ideology in which there is a 
perceived belief in the control of the government by  

“the common man.” 

Reflationary Expectations are expectations of fiscal 
or monetary policy that is designed to expand a country’s 
output and curb the effects of deflation. 

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

The Sharpe Ratio is a measure for calculating risk-
adjusted return. 

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

Tail risk refers to low probability but potentially 
high impact events.

The U.S. Dollar Index (DXY) is a measure of the value 
of the U.S. dollar relative to the value of a basket of 
currencies of the majority of the U.S.'s most significant 
trading partners. 

Glossary



A Long-term Partnership
Strategic Advisory Solutions provides a comprehensive 

suite of integrated solutions designed to help our clients  

grow and enhance their businesses. Our global team 

of experienced strategists aims to deliver in-depth 

expertise to help clients understand dynamic markets, 

design well-diversified strategic portfolios, and 

implement industry best practices through programs 

tailored to each organization. We partner with our 

clients to develop actionable solutions to help them 

achieve their goals.

For more information,  

contact us at StrategicAdvisorySolutions@gs.com.
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Goldman Sachs Asset Management is 
one of the world’s leading investment 
managers. With more than 2,000 
professionals across 31 offices worldwide, 
GSAM provides institutional and individual 
investors with investment and advisory 
solutions, with strategies spanning asset 
classes, industries and geographies. 
Our investment solutions include fixed 
income, money markets, public equity, 
commodities, hedge funds, private 
equity and real estate. Our clients access 
these solutions through our proprietary 
strategies, strategic partnerships and our 
open architecture programs.

Our investment teams represent over 
700 investment professionals, capitalizing 
on the market insights, risk management 
expertise and technology of Goldman 
Sachs. We help our clients navigate 
today’s dynamic markets and identify the 
opportunities that shape their portfolios 
and long-term investment goals. We 
extend these global capabilities to the 
world’s leading pension plans, sovereign 
wealth funds, central banks, insurance 
companies, financial institutions, 
endowments, foundations, individuals 
and family offices, for whom we invest or 
advise on more than $1 trillion of assets.


