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COVID-19 has ushered in the swiftest macro and market recalibration on record. The physical 
constraints of healthcare policy suggest a sudden contraction in global real GDP of about -3% in 
2020. For most developed markets, we believe we are in the deepest part of the downturn, but 
expect a relatively quicker recovery given the aggressive deployment of policy countermeasures.

Section Notes: Goldman Sachs Global Investment Research and GSAM. As of April 23, 2020. ‘Start of the Year’ refers to the 2020 real GDP forecast on January 1, 2020. ‘Current’ refers to the 2020 real GDP forecast as of April 23, 2020. ‘Flatten the 
curve’ refers to public health measures taken to keep the daily number of disease cases at a manageable level for medical providers. ‘Output gap’ refers to the difference between the actual output of an economy and the maximum potential output
of an economy expressed as a percentage of gross domestic product (GDP). 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. 

GROWTH
Our latest global growth estimates reflect a 
combination of high-frequency anecdotes as 
well as the traditional flow of economic 
reporting. Aggressive physical distancing and 
shelter-in-place policies to “flatten the curve” 
have slammed the door on global activity, 
spiked unemployment rates, and, in only one 
quarter, likely increased the output gap by 
more than that experienced in the entirety of 
every post-war recession. In terms of speed, 
breadth, and magnitude, we believe the 
COVID-19 crisis has no corollary.

Macro
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Top Section Notes: Bloomberg and GSAM. As of March 31, 2020. ‘Breakeven Inflation’ refers to the market-based measure of inflation expectations, which reflects the yield differential between a nominal bond and an inflation-linked bond. ‘Kitchen 
sink’ policy is an idiom referring to the wide ranging types of policy action in place. Bottom Section Notes: Bloomberg and GSAM. As of March 31, 2020. ‘Fed’ refers to the Federal Reserve. ‘ECB’ refers to the European Central Bank. ‘BOJ’ refers to
the Bank of Japan. ‘BOE’ refers to the Bank of England. Dotted lines show GSAM policy rate forecasts. Past performance does not guarantee future results, which may vary. 

INFLATION
Inflation risk has remained to the downside as 
noted by forward breakeven rates. This trend 
has been reinforced by the massive 
supply/demand imbalance impairing energy 
markets. The short-term takeaway from low 
inflation is that it permits central banks 
unbridled flexibility to address global 
deceleration and stressed market liquidity. The 
long-term takeaway of “kitchen sink” policy is 
less clear.

POLICY
With major central banks now at the lower 
bound, current policy targets broadening the 
reach of quantitative easing and providing 
industry-specific liquidity. Central banks will 
likely continue to aggressively support capital 
market functionality as fiscal measures filter 
into the economy. Ultimately, the magnitude of 
the COVID-19 downturn and the speed of 
recovery may hinge on the tradeoffs between 
medical containment and government support.
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Top Section Notes: GSAM. As of March 31, 2020. Chart shows the number of electoral college votes available to each ‘toss-up’ state highlighted in purple. Bottom Section Notes: Goldman Sachs Global Investment Research and GSAM. As of
March 31, 2020. ‘Bear market’ refers to a drawdown from peak to trough of 20% or greater. ‘Pre-Bear’ and ‘Post-Peak’ refer to the characteristics of each type of bear market, preceding and following market peaks, respectively. 

POLITICS
The path to 270 electoral votes likely runs 
through six “toss-up” states comprising 101 
votes in the Electoral College. Both presidential 
candidates poll competitively in these states, 
rendering any prediction today about the 
November outcome as purely speculative.
What does seem clear is the likelihood that 
neither party achieves a filibuster-proof majority 
(60) in the Senate. In the end, that may be 
more important to the market. 

RISKS
2020 was expected to be a year of predictable 
uncertainty in the US election. However, 
US politics is now secondary to the larger 
cohort of risk factors driving bear market 
conditions: the scope of economic damage 
from COVID-19, the efficacy of countercyclical 
policy, market liquidity, and the battle for 
energy market share. On the plus side, we 
entered this period of uncertainty with limited 
structural imbalances.
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Market levels and price discovery have become a balancing act between the three Fs: 
1) Fundamentals as reflected by the sharp contraction in business and consumer activity, 2) Fear as 
captured by the record spike in volatility, and 3) challenged Functionality as demonstrated by gapping 
bid/ask spreads and shrinking “top of book” liquidity. For patient investors, we believe security-
specific dislocations are pervasive and risk asset valuations have reset the forward opportunity set. 

Section Notes: Goldman Sachs Global Investment Research and GSAM. As of March 31, 2020. ‘Top of book’ refers to the highest bid and the lowest ask prices for a transaction, a measure that demonstrates the degree of market depth or liquidity. 
‘Average Decline’ refers to the average maximum drawdown from peak to trough. ‘Average Length’ refers to the average number of months from peak to trough. ‘Average Time to Recovery’ refers to the average number of months to return to the 
market peak. Analysis is based on the S&P 500 Index price returns from January 1928–March 2020. Past performance does not guarantee future results, which may vary. 

EQUITIES
Understanding bear market DNA may influence 
how quickly one positions for recovery. 
Structural bears, which result from painful 
asset imbalances, tend to be deep and long. 
Cyclical bears are linked to the business cycle 
and tend to be intermediate in magnitude and 
in recovery. Event-driven bears are catalyzed by 
one-off shocks and are relatively quick to 
recover. While the essence of COVID-19 is 
event-driven, the economic devastation of virus 
containment transcends both cyclical and 
structural risk, suggesting a potential deep 
contraction but rapid recovery.

Markets
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Top Section Notes: Goldman Sachs Global Investment Research and GSAM. As of March 31, 2020. Bottom Section Notes: Bloomberg and GSAM. As of March 31, 2020. ‘US Investment Grade Corporate Bonds’ refers to the Bloomberg Barclays
US Investment Grade (IG) Corporate Bond Index. ‘BBB- rated Debt’ refers to the portion of the US IG market capitalization that is rated BBB. ‘US High Yield Corporate Bonds’ refers to the Bloomberg Barclays US High Yield (HY) Corporate Bond Index. 
‘Energy’ refers to the market capitalization of debt within the US High Yield Index that is in the energy sector. 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. 

RATES
As central banks have moved to their effective 
lower bounds, we think the movement from 
rate cuts has largely played out for longer rates, 
too. Yields are likely locked into a lower-for-
longer range until policy unwinds. Lower rates 
would also be consistent with historical 
evidence that risk assets respond more to early 
signs of growth bottoming, while major shifts 
in government bonds may require growth 
closer to trend. 

CREDIT
The speed of economic deceleration has 
broadened credit risk beyond the energy 
market. Our colleagues in GIR forecast that the 
12-month trailing US high yield default rate may 
increase to 13% by year-end, with risk to the 
upside. The credit markets have moved swiftly 
to reflect these new risks, providing selective 
opportunities for up-in-quality positioning. In 
investment grade, strained liquidity has 
revealed structural challenges to price 
discovery, rewarding liquidity providers.

11%
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Top Section Notes: Bloomberg, Goldman Sachs Global Investment Research, and GSAM. As of March 31, 2020. ‘Cash Floor’ refers to the breakeven price level at which the price of oil covers the cost of extracting the oil. Bottom Section Notes: 
Bloomberg and GSAM. As of March 31, 2020. Analysis is since 1990, common index inception of the S&P 500 Index and the Bloomberg Barclays US Aggregate Bond Index. The median lines are based on the last three S&P 500 bear markets: 
July 1990–October 1990, March 2000–October 2002, and October 2007–March 2009. ‘US Agg’ refers to the Bloomberg Barclays US Aggregate Bond Index. The performance results are based on historical performance of the indices used. The
result will vary based on market conditions and your allocation. Please see additional disclosures at the end of this document. Past performance does not guarantee future results, which may vary. 

COMMODITIES
The shift by OPEC+ to defend market
share above profitability should apply 
sustainable pressure to the global energy 
market. In periods of significant demand shock 
or significant oversupply, front-month oil prices 
have historically bottomed near cash costs, or 
roughly $20/bbl. In precious metals, gold has 
seen periods of weakness to fund periodic US 
dollar shortages, but it should now remain well-
bid more broadly as the currency of last resort.

VOLATILITY
Market participants often associate the “cost” 
of volatility in terms of dollars and percent. In 
our view, the cost of volatility may be better 
quantified in terms of the most valuable asset, 
time. Today, we are in the midst of a living case 
study on the merits of portfolio diversification 
where the most important lesson is often 
missed: portfolio diversification has on average 
promoted a shallower drawdown and a faster 
time to recovery. 
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The Chicago Board Options Exchange Volatility Index (VIX) reflects a 
market estimate of future volatility, based on the weighted average of the 
implied volatilities for a wide range of strikes. 

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.

Fixed Income

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.

The US Treasury Bond is a debt obligation backed by the United States 
government and its interest payments are exempt from state and local taxes. 
However, interest payments are not exempt from federal taxes.

Other

Basis points (bps) refers to a unit represented by one hundredth of one 
percent. 

Cash floor refers to the breakeven price level at which the price of oil covers 
the cost of extracting the oil.

Cyclical bear market features late-cycle conditions including rising rates, 
impending recession, and falling profits.

Electoral College is a body of 538 US electors formed every four years for 
the purpose of electing the president and vice president of the United States.

Event-driven bear market features one-off exogenous shocks.

Filibuster refers to a political procedure where one or more members of 
parliament or congress debate over a proposed piece of legislation so as to 
delay or entirely prevent a decision being made on the proposal.

Gross Domestic Product (GDP) is the value of finished goods and services 
produced within a country's borders over one year.

Income-oriented investing refers to investments where returns are 
primarily realized through fixed payments such as coupons. 

OPEC+ refers to the broader Organization of the Petroleum Exporting 

Countries, which is a group consisting of 14+ of the world’s major oil-exporting 
nations.

Percentage points (pp) refers to the unit for the arithmetic difference of 
two percentages.

A recession is defined by the NBER as a significant decline in economic 
activity spread across the economy, lasting more than a few months, normally 
visible in real GDP, real income, employment, industrial production, and 
wholesale-retail sales.

Risk assets refers to assets that carry a degree of price volatility.

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

Structural bear market features asset imbalances and financial bubbles.

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

Volatility is a measure of variation of a financial instrument's price.

WTI stands for West Texas Intermediate crude oil, a common US benchmark 
for oil prices.

Glossary
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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. 

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). 

Concentration in infrastructure-related securities involves sector risk and concentration risk, particularly greater exposure to adverse economic, regulatory, political, legal, liquidity, and tax risks associated with MLPs and REITs. 

Investments in master limited partnerships (“MLPs”) are subject to certain risks, including risks related to limited control and limited rights to vote, potential conflicts of interest, cash flow risks, dilution risks, limited liquidity and risks related to the 
general partner’s right to force sales at undesirable times or prices. 

Investing in REITs involves certain unique risks in addition to those risks associated with investing in the real estate industry in general. REITs whose underlying properties are concentrated in a particular industry or geographic region are also subject 
to risks affecting such industries and regions. The securities of REITs involve greater risks than those associated with larger, more established companies and may be subject to more abrupt or erratic price movements because of interest rate changes, 
economic conditions and other factors.

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

Risk Disclosures
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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. 202731-OTU-1187898.

General Disclosures
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