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Over the past decade, investment grade fixed income has changed 
from both a characteristic and composition perspective. The 
Bloomberg Barclays US Aggregate Bond Index has lower yields, 
higher duration, and more exposure to Treasuries relative to 10 years 
ago. As such, investors who rely on a passive investment strategy 
may unintentionally take on more interest rate exposure as well as 
lower yields. We believe there are ample opportunities to boost 
income and seek more attractive risk-adjusted returns by diversifying 
into high quality spread sectors of the core fixed income market.

When it comes to fixed income, investors are often tethered to the 
Bloomberg Barclays US Aggregate Bond Index. However, not all 
bonds are created equal, even within the same core fixed income 
space. Sub-sectors have a wide range of characteristics across yield, 
volatility, return, and correlation to equities. In today’s yield-challenged 
environment, we believe selectivity is critical not only within the 
benchmark, but also across the entire investment grade universe. 
A dynamic approach in core fixed income may allow investors to fully 
capitalize on the benefits in their portfolios.

Left Section Notes: As of July 31, 2020. Chart shows sector weights of the Bloomberg Barclays US Aggregate Bond Index components by market value. ‘US Treasury’ refers to the US Treasury component. ‘Securitized’ refers to the securitized 
component, including mortgage-backed securities, asset-backed securities, and commercial mortgage-backed securities. ‘Corporate’ refers to the corporate component. ‘Government-Related’ refers to the government-related component. The 
composition of the Bloomberg Barclays US Aggregate Bond Index may not add up to 100 due to rounding. ‘Duration’ is a measure of a bond's price sensitivity to changes in interest rates. ‘Option-adjusted spread (OAS)’ refers to the spread between a 
bond and its risk-free rate, after accounting for embedded options. ‘Yield’ is measured by yield-to-worst, which is the lowest yield an investor can expect when investing in a callable bond. Past performance does not guarantee future results, 
which may vary. Right Section Notes: As of July 31, 2020. ‘Volatility’ is measured by standard deviation. Analysis based on monthly performance over the past 10 years. Past correlations are not indicative of future correlations, which may vary. 
Please see additional disclosures at the end of the document.

Similar, but different. Not all fixed income
is created equal.

Source: Bloomberg Barclays and GSAM.

Then and now. The characteristics of core
fixed income have evolved over time.

Source: Bloomberg and GSAM.

Changes in US Core Fixed Income Landscape Variety and Diversity in the US Aggregate Investment 
Grade Universe
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Risk Disclosures

Bonds are subject to interest rate, price and credit risks. Prices tend to be inversely affected by changes in interest rates. 

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.

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

General Disclosures

Page 1 Right Section Notes: ‘Aggregate’ refers to the Bloomberg Barclays US Aggregate Bond Index. ‘Agency’ refers to the Bloomberg Barclays US Agency Index. ‘Corp A’ refers to the Bloomberg Barclays A Corporate Index. ‘Corp Aa’ refers to the 
Bloomberg Barclays Aa Corporate Index. ‘Corp Aaa’ refers to the Bloomberg Barclays Aaa Corporate Index. ‘Corp Baa’ refers to the Bloomberg Barclays Baa Corporate Index. ‘Corporate’ refers to the Bloomberg Barclays US Corporate Investment Grade 
Index. ‘MBS’ refers to the Bloomberg Barclays US Mortgage Backed Securities (MBS) Index. ‘Securitized’ refers to the Bloomberg Barclays US Securitized Bond Index. ‘Treasury’ refers to the Bloomberg Barclays US Treasury Index. ‘Treasury 1-3Yr’ 
refers to the Bloomberg Barclays US Treasury: 1-3 Year Index. ‘Treasury 7-10Yr’ refers to the Bloomberg Barclays US Treasury: 7-10 Year Index.
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 US 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.

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:  September 14, 2020. 215154-OTU-1261926.

Disclosures
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Fixed Income

The Bloomberg Barclays A Corporate Index measures the A-rated, fixed-
rate, taxable corporate bond market, including USD denominated securities 
publicly issued by US and non-US industrial, utility and financial issuers. 

The Bloomberg Barclays Aa Corporate Index measures the Aa-rated, 
fixed-rate, taxable corporate bond market, including USD denominated 
securities publicly issued by US and non-US industrial, utility and financial 
issuers. 

The Bloomberg Barclays Aaa Corporate Index measures the Aaa-rated, 
fixed-rate, taxable corporate bond market, including USD denominated 
securities publicly issued by US and non-US industrial, utility and financial 
issuers. 

The Bloomberg Barclays Baa Corporate Index measures the Baa-rated, 
fixed-rate, taxable corporate bond market, including USD denominated 
securities publicly issued by US and non-US industrial, utility and financial 
issuers. 

The Bloomberg Barclays US Securitized Bond Index (formerly the 
Lehman Brothers Securitized Index) is an unmanaged composite of asset-
backed securities, collateralized mortgage-backed securities (ERISA-eligible) 
and fixed rate mortgage-backed securities. 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 Bloomberg Barclays US Agency Bond Index measures the 
performance of the agency sector of the US government bond market and is 
comprised of investment-grade US dollar denominated publicly-issued 
government agency bonds or debentures

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 Bloomberg Barclays US Mortgage Backed Securities (MBS) Index 
tracks fixed-rate agency mortgage backed pass-through securities guaranteed 
by Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac (FHLMC). The 
index is constructed by grouping individual TBA-deliverable MBS pools into 
aggregates or generics based on program, coupon and vintage.

The Bloomberg Barclays US Corporate Investment Grade Index includes 
publicly issued US corporate and specified foreign debentures and secured 
notes.

The Bloomberg Barclays US Treasury Index measures US dollar-
denominated, fixed-rate, nominal debt issued by the US Treasury. Treasury bills 
are excluded by the maturity constraint, but are part of a separate Short 
Treasury Index. STRIPS are excluded from the index because their inclusion 
would result in double-counting.

The Bloomberg Barclays US Treasury: 1-3 Year Index measures US 
dollar-denominated, fixed-rate, nominal debt issued by the US Treasury with 
maturity greater than or equal to 1 year and under 3 years.

The Bloomberg Barclays US Treasury: 7-10 Year Index measures US 
dollar-denominated, fixed-rate, nominal debt issued by the US Treasury with 
maturity greater than or equal to 7 years and under 10 years.

Other

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

Correlation is a statistic that measures the degree to which two securities 
move in relation to each other.

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

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

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

Spread is the difference between two prices or interest rates. 

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

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.

Glossary
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