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Left Section Notes: As of March 31, 2020. ‘Yield to Worst’ refers to the lowest yield an investor can expect when investing in a callable bond. ‘Duration’ is an approximate measure of a bond's price sensitivity to changes in interest rates. Right Section
Notes: As of March 31, 2020. The chart shows returns over the past 5 years (February 2015–March 2020) of various US domiciled managers. ‘Intermediate Core Bond’, ‘World Bond’, ‘High Yield Bond’, and ‘Bank Loan’ are represented by Intermediate 
Core Bond, World Bond, High Yield Bond, and Bank Loan Morningstar categories. Past performance does not guarantee future results, which may vary. 

Getting active. Active fixed income 
managers have outperformed average 
passive managers across asset classes.

Source: Bloomberg and GSAM.

Passively drifting landscape. The composition 
of fixed income indices has shifted over time.

With structurally contained inflation and central bank intervention, the 
landscape of the fixed income market has changed. Portfolios that 
passively follow the US Aggregate Bond Index would have extended 
duration, lowered yields, and been more exposed to Treasuries over 
time. As such, passive core fixed income investment strategies may 
be missing out on opportunities for higher income and risk-adjusted 
returns in other parts of the markets such as investment grade 
corporates and mortgage-backed securities. 

While the changing backdrop has made fixed income a riskier 
investment with lower yields, active managers have been able to 
generate alpha by exploiting opportunities across different sectors, 
credit qualities, and term structures. The flexibility of active managers 
to deviate from their benchmark has generally led to outperformance 
versus passive managers on a net-of-fee basis across fixed income 
asset classes. In fact, across various Morningstar fixed income 
categories, the median ETF return was lower than that of the bottom-
quartile active mutual fund managers.

Source: Morningstar and GSAM.

Changing Duration and Yield Be Proactive



Riding the Storm Out Market Know-How 2020: Edition 2 | 2

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

Alpha refers to returns in excess of the benchmark return.

Duration is a measure of the sensitivity of the price of a fixed income investment to a change in interest rates.

Yield refers to the earnings generated and realized on an investment over a particular period of time.

Glossary
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Risk Disclosures

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. 

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

General Disclosures

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 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 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 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 document and may be subject to change, they 
should not be construed as investment advice. 

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 
document 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.

©2020 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. 

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. LLC, member FINRA.

© 2020 Goldman Sachs. All rights reserved.

Date of first use: May 1, 2020. 202735-OTU-1187880.
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