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Left Section Notes: As of November 30, 2020. Chart shows the US equity market concentration based on the market capitalization of the largest five companies in the Russell 1000 Index. Shading reflects US recessions. ‘Average’ refers to the long-run 
average from January 1995–November 2020. Right Section Notes: As of November 30, 2020. Chart shows characteristics of the Russell 1000 Index (US Large Cap Equities) and Russell 2500 Index Growth (SMID Growth) across market concentration, 
annualized return, and proportion of high sales growth companies. Diversification does not protect an investor from market risk and does not ensure a profit. ‘Market concentration’ refers to the market capitalization of the largest five companies for the 
Russell 1000 and Russell 2500 Growth indices, respectively. ‘Annualized return’ refers to the five-year gross total annualized return of the Russell 1000 and Russell 2500 Growth from December 2015–November 2020, inclusive. Companies with ‘high 
sales growth’ have annual sales growth of 8% or greater. For illustrative purposes only. Past performance does not guarantee future results, which may vary. 

Below the radar. SMID growth may
offer investment variety without sacrificing 
returns. 

Source: Bloomberg and GSAM.

Unwanted attention. Outsized exposure may 
come with some risk.

COVID-19 has helped some well-positioned companies generate 
extraordinarily high returns, while devastating others. The result has 
been a clear bifurcation between winners and losers. Consequently, 
the market capitalization of the top five companies has ballooned to
roughly a fifth of the Russell 1000 Index today. Alongside their 
expansion, however, is a growing regulatory focus on big tech matters 
like data privacy, antitrust, and censorship. For investors heavily 
positioned in these mega-cap tech stocks, we believe the current 
market concentration may amplify idiosyncratic and regulatory risk. 

Leaning into companies with smaller public profiles may be an option 
for reducing concentration risk while seeking exposure to “growth” 
characteristics. The five largest companies in US small and mid-cap 
(SMID) growth make up only 4% of the index, relative to US large cap 
at 18%. Yet historical performance between these indices has been 
similar given the sector composition—info tech, healthcare, and 
consumer discretionary make up ~60% of both indices. Additionally, 
more than half of SMID growth companies have sales growth above 
8%. We think these features make SMID growth an attractive 
response to the risk of regulation and concentration.

Source: Bloomberg and GSAM.
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Glossary

The Russell 1000 Index represents the 1000 top companies by market capitalization in the United States.

The Russell 2500 Growth Index measures the performance of those Russell 2500 companies with higher price-to-book 
ratios and higher forecasted growth values. 

Concentration risk refers to the risk of amplified losses that may occur from having a large portion of your holdings in a 
particular investment, asset class or market segment relative to your overall portfolio.
Mega-cap is a designation for the largest companies in the investment universe as measured by market capitalization. 
While the exact thresholds change with market conditions, mega-cap generally refers to companies with a market 
capitalization above $200 billion.
Regulatory risk refers to the risks posed by policymakers and regulation.
Secular growth refers to a long-term trend driven by fundamental changes.

Risk Disclosures

All investments contain risk and may lose value.

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.

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

Index Benchmarks

Indices are unmanaged. The figures for the index reflect the reinvestment of all income or dividends, as applicable, but do 
not reflect the deduction of any fees or expenses which would reduce returns. Investors cannot invest directly in indices.

The indices referenced herein have been selected because they are well known, easily recognized by investors, and 
reflect those indices that the Investment Manager believes, in part based on industry practice, provide a suitable 
benchmark against which to evaluate the investment or broader market described herein.

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. 

The portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. 

There is no guarantee that objectives will be met. 

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. 

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. 

The views expressed herein are as of November 30, 2020 and subject to change in the future. Individual portfolio 
management teams for GSAM may have views and opinions and/or make investment decisions that, in certain instances, 
may not always be consistent with the views and opinions expressed herein. 

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. 

Confidentiality

No part of this material may, without GSAM's prior written consent, be (i) copied, photocopied or duplicated in any form, 
by any means, or (ii) distributed to any person that is not an employee, officer, director, or authorized agent of the 
recipient. 
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