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Following a sharp rebound in global activity from the recessionary lows of 2020, the pace of global 
recovery should flatten in 2021 as COVID-19 transmission proves difficult to contain and economic 
scarring emerges. While we expect a quick and sturdy economic recovery by historical standards,
our enthusiasm is governed by the approval, distribution, and adoption rate of an effective vaccine. 

Section Notes: Goldman Sachs Global Investment Research and GSAM. As of November 30, 2020. ‘Real GDP’ refers to gross domestic product adjusted for inflation. 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. 

GLOBAL GROWTH
We estimate that global real GDP will rise 
6.1% in 2021. Barring major policy errors or 
health-related setbacks, this should keep 
growth far stronger than in previous recoveries. 
However, 2021 will likely be characterized by 
flatter growth as economies transition from the 
sharp rebound in Q3 2020, to a period of 
deceleration until we see the vaccine-
contingent strength we expect in 2021. 
Moreover, we expect the fiscal bridge to be 
sizeable across advanced economies as many 
sectors struggle to normalize under physical 
distancing and occupancy limitations.
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Top Section Notes: World Health Organization, World Economic Forum, Goldman Sachs Global Investment Research, and GSAM. As of October 31, 2020, latest available data. Chart illustrates the vaccine boost to GDP across various countries. ‘Ability 
for early widespread vaccination’ refers to a composite index of data on supply contracts, a demand index using COVID-19 vaccine surveys and actual vaccination rates, and GDP per capita. ‘Expected COVID-19 impact on 2020 Q4 GDP level’ refers to 
the virus’ hit to expected trend GDP levels. ‘Z-score’ refers to a standardized number of standard deviations by which the value of a raw score is above or below the average. For illustrative purposes only. Bottom Section Notes: World Bank and GSAM. 
As of June 30, 2020, latest available data. Chart compares the levels of monetary and fiscal stimulus as a percent of GDP for 2020 and during the Global Financial Crisis (GFC). ‘Stimulus’ refers to the estimate of total fiscal easing and loan guarantees
for the calendar year, based on enacted and proposed policy stimulus. ‘Unconventional monetary policy’ refers to asset purchase programs. 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. 

VACCINE MULTIPLIER
The return to normal is likely to be nonlinear. 
Certain countries and regions may respond 
differently to the benefits of a vaccine. 
Economies such as India may see a meaningful 
economic bounce given the prior sizeable 
contraction from COVID-19. Other countries, like 
the US and UK, in our view are best suited for a 
vaccine-induced recovery due to well-established 
medical infrastructure and adoption rates.

POLICY COMMITMENT
The magnitude and breadth of policy measures 
dwarf anything deployed in modern history, 
including the response to the Global Financial 
Crisis (GFC). Monetary policy re-liquefied 
critical funding markets while fiscal policy built 
a bridge to recovery for businesses and 
consumers. In the US, 2020 election results 
likely limit the ability to massively upsize an 
additional fiscal response, which in turn may 
diminish fiscal reflation, but sustain current 
monetary commitments.
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Top Section Notes: Bureau of Labor Statistics and GSAM. As of November 30, 2020. Chart shows the current levels of US consumer spending as a proportion of the pre-COVID-19 spending in February 2020. Bottom Section Notes: Lewis, Jeffrey B., 
Keith Poole, Howard Rosenthal, Adam Boche, Aaron Rudkin, and Luke Sonnet (2020), and GSAM. As of November 30, 2020. The DW-Nominate score scales senators’ economic ideologies based on their voting behavior. Chart reflects ideologies of 
senators of the 116th Congress (2019-2021). For illustrative purposes only. 

UNEVEN RECOVERY
Many service industries still have room to 
recover as COVID-19 has disproportionately 
challenged businesses that are less adaptable 
to remote labor and services. These would 
include recreation, hospitality, personal care, 
and transportation, etc. For many economies, 
full recovery is incumbent on the normalization 
of the service sector, which likely requires time 
and a vaccine to revert to pre-COVID-19 levels. 

BALANCED RISK
The composition of “known” risks remains as 
diverse as ever, including COVID-19, vaccine 
development, economic re-opening, elections 
and referendums, de-globalization, and social 
unrest. On the positive side, while legislative 
uncertainty is a natural byproduct of election 
cycles, 2020 US Senate results have effectively 
removed filibuster adjustments from 
consideration. Consequently, moderates from 
both parties will be essential to enacting 
meaningful legislation. 
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We believe we are in the early stage of the next bull market expansion. Unlike the last cycle 
characterized by high returns and multiple expansion, we expect this cycle to experience more 
moderate earnings-driven equity returns, steeper yield curves, firmer commodity prices, 
and a broadly weaker dollar. Global equities remain our preferred risk asset.

Section Notes: Bloomberg and GSAM. As of November 30, 2020. Chart shows the MSCI ACWI Index levels from 1998 to 2020. For illustrative purposes only. ‘Peak-to-trough’ refers to the period from the market high to the subsequent market bottom. 
‘Peak-to-recovery’ refers to the period from the market high to when prices fully recover to reach a new market high. ‘Easy financial conditions’ refers to an environment supportive of economic growth. The performance results are based on historical 
performance of the indices used. The results will vary based on market conditions. If any assumptions used do not prove to be true, results may vary substantially. Past performance does not guarantee future results, which may vary. 

GLOBAL EQUITY 
The speed of the 2020 equity plunge and
near instantaneous reversal was unparalleled. 
Lacking the early warning signs of some 
emergent cyclical or financial disequilibrium, 
markets were whipsawed between the 
medically-induced shuttering of global 
economies and the deluge of monetary and 
fiscal support. Notwithstanding full valuations, 
we believe global equities remain attractive, 
supported in 2021 by low real yields, contained 
inflation, easy financial conditions, peak 
earnings, and a substantial equity risk premium.

Markets
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Top Section Notes: Bloomberg and GSAM. As of November 30, 2020. Chart shows the correlation between rolling quarterly S&P 500 12-month price returns and real US GDP year-on-year growth advanced two quarters. Past correlations are not 
indicative of future correlations, which may vary. Past performance does not guarantee future results, which may vary. Bottom Section Notes: Goldman Sachs Global Investment Research and GSAM. As of November 30, 2020. Chart shows the 
probability distribution of the 10-year annualized return forecast. The economic and market forecasts presented herein are for informational purposes as of the date of this presentation. There can be no assurance that the forecasts will be achieved. 
Please see additional disclosures at the end of this presentation. For illustrative purposes only. The performance results are based on historical performance of the indices used. The results will vary based on market conditions. If any assumptions used 
do not prove to be true, results may vary substantially. 

RECONCILING THE REBOUND 
The recovery in risk assets has puzzled many 
investors, suggesting that capital markets may 
have disconnected from fundamentals. This 
premise is confirmed by the negative 
correlation between S&P 500 returns and US 
economic growth for the first time in post-war 
history. In our view, this is not a new paradigm 
of investing, but rather a reflection of the 
extraordinary stimulus deployed into the 
economy from monetary and fiscal authorities.

MODERATING RETURNS
Fiscal stimulus and a vaccine have been 
essential in preserving the S&P 500’s recovery 
in 2020. Similar to our view of economic 
recovery, we expect equity returns to moderate 
longer-term as fundamental drivers resume 
market leadership. Our annualized return 
expectations for the next decade (6%) are 
about half the rate of the prior decade. Still, we 
believe the relative distribution of equities vis-a-
vis bonds and inflation remains attractive, 
requiring only modest strategic adjustments. 
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Top Section Notes: Goldman Sachs Global Investment Research and GSAM. As of November 30, 2020. ‘Forward 2Y P/E’ refers to the forward 2-year price-to-earnings valuation measure, which measures current prices divided by estimated earnings for 
the next two years. ‘Std dev’ refers to standard deviation. Chart shows the relative importance of fundamental variables in explaining forward 2Y P/E changes. Data is normalized using standard deviation, a measure of the dispersion of a set of data 
from its mean. ‘Equity duration’ refers to the sensitivity of stock prices to changes in interest rates, and is dependent on a stock’s future cash flows and prevailing interest rates. For example, long duration equities are expected to deliver a higher 
proportion of future cash flows further in the future. Bottom Section Notes: Bloomberg and GSAM. As of November 30, 2020. Chart shows the magnitude of the 10 worst and best days in the S&P 500 Index since 1945, as measured by the percentage 
daily price move. For illustrative purposes only. Past performance does not guarantee future results, which may vary.

GOING FORWARD
While equity returns may be set to moderate,
a vaccine-induced recovery in 2021 is likely to 
pull forward returns, particularly for value and 
cyclical assets. Longer-term, beating 6% is 
likely to require more idiosyncratic and global 
exposure. One interesting dynamic from 
COVID-19 is that the strong, adaptable, digital 
franchises appear to be gaining momentum. 
This is confirmed by what the market has paid 
for: long-term earnings growth, balance sheet 
strength, capitalization, and earnings stability.

UPS AND DOWNS
Market volatility in 2020 yet again validated
the proximity of sizeable downdrafts and 
subsequent recoveries. Navigating bear 
markets is complicated by the fact that 
meaningful equity rebounds historically 
happen only two days after market 
capitulation. We expect episodic volatility
to continue, catalyzed by an exhaustive set
of risks. However, we believe moments of 
tactical uncertainty are best addressed with 
strategic design and discipline. 
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Glossary

The MSCI All Country World (ACWI) Index is a market capitalization weighted index designed to provide a broad 
measure of equity-market performance throughout the world. It comprises of stocks from 23 developed countries and 24 
emerging markets.

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.

Bear market refers to a market trend where prices are falling.

Bull market refers to a market trend where prices are rising. 

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

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

Risk asset 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.

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.

Disclosures
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Risk Disclosure

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.

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.

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. 

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. 

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. 

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: December 15, 2020. Compliance Code: 224754-OTU-1319234
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