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Left section Notes: As of September 30, 2020, latest available data. ‘Drawdown’ refers to a market decline. ‘The Great Wealth Transfer’ refers to intergenerational wealth passed from the Baby Boomer generation to beneficiaries. Past performance 
does not guarantee future results, which may vary. Right Section Notes: As of November 30, 2020. For illustrative purposes only. ‘MLP’ refers to master limited partnership. 

Portfolios with purpose. We believe ESG 
is here to stay as a fundamental process 
of portfolio construction. 

Source: JUST Capital, Factset, Cerulli Associates, Goldman Sachs Global Investment Research, and GSAM.

Investing sustainably. COVID-19 has amplified 
the importance of environmentally, socially, 
and economically aware portfolios.

Investors in 2020 were reminded of the investment importance of 
environmental, social, and governance (ESG) factors. The Coronavirus 
pandemic has made social issues—such as the health and safety of 
employees, customer support, and production decisions—key 
operational factors, and has elevated their significance in investors’ 
due diligence. During the stress of COVID-19, ESG industry leaders 
outperformed their peers during drawdown and recovery. We believe 
that ESG investing is a lasting trend supported by demographic shifts, 
the Great Wealth Transfer, and the potential to generate sustainable 
returns and manage risk.

ESG is not a separate asset class or a carve out in a portfolio. Rather, 
it is a part of integrated asset allocation. Investors can invest 
sustainably across a variety of investment options and asset classes 
from traditional equity to fixed income to private equity. Sustainable 
investing is not a singular act, but one that may continue to enhance 
portfolio durability in any macro climate. In our view, ESG and Impact 
investing will be increasingly relevant for years to come.

Source: GSAM.

Why Invest Sustainably? Integrating ESG in Portfolios
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Risk Disclosures

All investments contain risk and may lose value.

Environmental, Social, and Governance (“ESG”) strategies may take risks or eliminate exposures found in other strategies 
or broad market benchmarks that may cause performance to diverge from the performance of these other strategies or 
market benchmarks. ESG strategies will be subject to the risks associated with their underlying investments’ asset 
classes. Further, the demand within certain markets or sectors that an ESG strategy targets may not develop as 
forecasted or may develop more slowly than anticipated. 

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. 

Private equity investments are speculative, highly illiquid, involve a high degree of risk, have high fees and expenses that 
could reduce returns, and subject to the possibility of partial or total loss of capital. They are, therefore, intended for 
experienced and sophisticated long-term investors who can accept such risks.

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.

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

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. 

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. 

Disclosures
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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. 

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. 

Goldman Sachs & Co. LLC, member FINRA. 

© 2020 Goldman Sachs. All rights reserved. 

Date of first use: December 15, 2020. Compliance Code: 224748-OTU-1319225
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