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Executive Summary 

We would like to provide you with an update on the GS Small Cap Value Fund (“Fund”). We have maintained a consistent 

investment philosophy of “price and prospects” for over two decades, in which, we seek to invest in companies that are 

undervalued or indiscriminately punished by the market (“price”), and have quality characteristics or catalysts for positive 

change (“prospects”). Since 2000, this approach has led to strong, risk-adjusted returns, resulting in +167 basis points 

(bps) net excess return over the Russell 2000 Value benchmark1. Due to our quality bias, the Fund has historically 

outperformed in down markets and normalized trading range markets, but lagged in more exuberant markets (quarterly, 

net performance since 2000)2: 

  

                                                           
1Source: GSAM as of 3/31/2021. 
2Source: GSAM as of 3/31/2021. Net, quarterly data since 01-Jan-2000. Performance data has been presented since 
2000 to highlight the management of the strategy since implementation of the current portfolio management team’s views 
as there were significant changes to the Value team at the end of 1999. Trailing returns are annualized. GSSIX 
Standardized Total Returns as of March 31, 2021: 1 Year: 86.67%, 5 Years: 11.99%, 10 Years: 10.51%. The returns 
represent past performance. Past performance does not guarantee future results. The Fund's investment return 
and principal value will fluctuate so that an investor's shares, when redeemed, may be worth more or less than 
their original cost. Current performance may be lower or higher than the performance quoted above. Please visit 
our Web site at: www.GSAMFUNDS.com to obtain the most recent month-end returns. 
The Standardized Total Returns are average annual total returns or cumulative total returns (only if the 
performance period is one year or less) as of the most recent calendar quarter-end. They assume reinvestment of 
all distributions at net asset value. Because Institutional Shares do not involve a sales charge, such a charge is 
not applied to their Standardized Total Returns. 
Performance reflects cumulative total returns for periods of less than one year and average annual total returns for 
periods of greater than one year. All Fund performance data reflect the reinvestment of distributions. 
Expense Ratios: 0.99% Gross/0.96% Net. The expense ratios of the Fund, both current (net of any fee waivers or 
expense limitations) and before waivers (gross of any fee waivers or expense limitations) are as set forth above. 
Pursuant to a contractual arrangement, the Fund's waivers and/or expense limitations will remain in place 
through at least December 29, 2021, and prior to such date the Investment Adviser may not terminate the 
arrangements without the approval of the Fund's Board of Trustees. 
  



 

Quarterly Review 

 The Fund returned 16.86% during the first quarter of 2021, underperforming its benchmark, the Russell 2000 Value, by 

431 bps3. 1Q21 marked the index’s second best quarter in its history. Consistent with historical performance patterns, 

the Fund generated positive returns, but lagged the benchmark in this exuberant market. The biggest detractor from 

relative returns was the fact that we did not hold GameStop Corp., which was up 908% during the period in the 

benchmark. 

 January: The Fund returned 0.63%, underperforming the benchmark by -463 bps. During the month, shares with high 

levels of short interest were a key driver of returns in the small cap space, as the highest short interest quintile in the 

Russell 2000 Value returned 25%, outperforming the benchmark by 20%. Other low-quality metrics proved winners for 

the month as well. For example, the lowest ROE quintile returned 24%, outperforming the index by 19%, while the 

highest ROE quintile underperformed the index by –2%4.  

 Due to our quality bias, we did not own many of the highly shorted and lower quality stocks that rallied in the month. As 

a result, Fund performance was weaker relative to the benchmark. We viewed this extreme outperformance of low-

quality names as unusual and temporary, and maintain conviction in our time-tested, quality-first approach. In general, 

we expect the Fund to perform better later in value rotations as deep value names tend to lead at the start of a rally, 

and higher-quality value performs better as the cycle extends. 

 February: The Fund returned 10.9%, outperforming the benchmark by +148 bps. The month also saw a reversal from 

January’s short interest led rally as stocks with greater than 20% short interest were down -36% compared to being up 

73% in January5. We view the Fund’s outperformance in this environment as a testament to our quality-biased, 

fundamentals-focused approach. 

 March: The Fund returned 4.74%, underperforming the benchmark by -48 bps. The Value rally continued and the 

Russell 2000 Value returned 5.23%. The index outperformed its Core and Growth counterparts by +422 and +837 bps, 

respectively6.  

 Despite a challenging January in which low-quality, short squeezes, and retail trading drove performance, we have not 

wavered from our fundamentals-focused approach, and we continue to focus on high-quality names with the potential 

to outperform over the long term. 

 

 

 

  

                                                           
3Source: GSAM as of 3/31/21. 
4Source: Jeffries Research as of 3/31/21. 
5Source: Furey Research Partners as of 2/28/2021. 
6Source: FactSet as of 3/31/21 



 

A Note on Morningstar Ranks 

 Performance Summary, as of 31-Mar-2021 (I Shares, Net)7  

 1Q21 
Last 1  
Year 

Last 3 
Years 

Last 5 
Years 

Last 10 
Years 

Since 20008 

GS Small Cap Value Fund (%) 16.86 86.67 8.82 11.99 10.51 12.58 

Russell 2000 Value Index (%) 21.17 97.05 11.56 13.55 10.05 10.91 

Net Excess Returns (bps) -431 -1,038 -274 -157 +46 +167 

Morningstar Total Return Percentile 
Ranking (Small Cap Blend) 

-- 62 85 77 56 2 

# of Funds in Category -- 656 609 512 361 264 

Morningstar Total Return Percentile 
Ranking (Small Cap Value)* -- 72 64 39 18 14 

# of Funds in Category -- 413 399 394 353 201 

 

 We have consistently managed the GS Small Cap Value Fund with a quality-oriented value approach since 2000.  

 In 2013, Morningstar re-categorized the Fund from the Small Value category into the Small Blend category, though 

nothing changed as it relates to how we manage our strategy. 

 While we disagreed with the re-categorization, we understand that this stems from our emphasis on higher quality 

businesses, which has led to a portfolio with higher earnings-per-share growth and return-on-equity. Our willingness to 

pay up for higher quality is also reflected in the valuation metrics of the companies that the Fund invests in.  

 We believe that our restated ranks in the Small Value category better reflect how we rank in what we believe to be our 

true peer universe. Given outperformance of Growth versus Value, our rankings in the Small Blend universe skew 

lower as a result of stronger performance by more growth-oriented managers. The Russell 2000, which is categorized 

as Small Blend by Morningstar, has outperformed our benchmark the Russell 2000 Value, a Small Value benchmark, 

by +162 basis points over the trailing 10 years (gross, annualized)6. 

 

 

 

 

 

 

  

                                                           
7Source: Morningstar as of 3/31/21. *Hypothetical ranking shown. Morningstar Percentile Rankings are based on the 
total return percentile rank within each Morningstar Category and do not account for a fund’s sales charge (if applicable). 
Rankings will not be provided for periods less than one year. The highest (or most favorable) percentile rank is 1 and the 
lowest (or least favorable) percentile rank is 100. Historical percentile ranks are based on a snapshot of the funds as they 
were at the time of the calculation. Percentile ranks within categories are most useful in those groups that have a large 
number of funds. For small universes, funds will be ranked at the highest percentage possible. For instance, if there are 
only two specialty-utility funds with 10-year average total returns, Morningstar will assign a percentile rank of 1 to the top-
performing fund, and the second fund will earn a percentile rank of 51 (indicating the fund underperformed 50% of the 
sample). The returns represent past performance. Past performance does not guarantee future results. The 
Fund’s investment return and principal value will fluctuate so that an investor’s shares, when redeemed, may be 
worth more or less than their original cost. Current performance may be lower or higher than the performance 
quoted above. Please visit our Web site at: www.GSAMFUNDS.com to obtain the most recent month-end returns. 
8Since 1-Jan-2000. Inception Date: 15-Aug-1997. Performance data has been presented since 2000 to highlight the 
management of the Fund since implementation of the current portfolio management team’s views as there were significant 
changes to the Value team at the end of 1999. 
6Source: FactSet as of 3/31/21. 



 

Alpha Sourced at the Stock Level, Across Sectors, Has Led to Historically Strong Results Since 2000 

 We have maintained a consistent investment philosophy of “price and prospects” for over two decades, in which we 

seek to invest in companies that are undervalued or indiscriminately punished by the market (“price”), and have 

quality characteristics or catalysts for positive change (“prospects”). Since 2000, this approach has led to strong, risk-

adjusted returns, resulting in +167 basis points (bps) net excess return over the Russell 2000 Value benchmark. 

 This keen focus on fundamental, bottom-up stock selection has driven long-term performance across sectors and has 

resulted in an attractive risk/return profile versus peers7,4. 

     

 

The importance of staying invested over the long-term9 

 Historically, the longer clients have stayed invested with us, the greater their likelihood of outperformance versus the 

benchmark. We believe this is representative of the importance of maintaining a long-term time horizon when investing 

in the small cap value space8. 

 

 We maintain our discipline in identifying companies with strong or improving balance sheets, led by quality 

management teams, trading at discounted valuations, and remain focused on the long-term outperformance of 

the portfolio. 

 

 

                                                           
7Source: FactSet (gross of fees) as of 3/31/21. 
8Source: GSAM as of 3/31/21. Outperformance is versus the Russell 2000 Value Index. The returns represent past 
performance. Past performance does not guarantee future results. The Fund’s investment return and principal 
value will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original 
cost. Current performance may be lower or higher than the performance quoted above. Please visit our Web site 
at: www.GSAMFUNDS.com to obtain the most recent month-end returns. 
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 Fund Risk Considerations: 

The Goldman Sachs Small Cap Value Fund invests primarily in a diversified portfolio of equity investments in small-capitalization issuers. The Fund’s 
investments are subject to market risk, which means that the value of the securities in which it invests may go up or down in response to the prospects 
of individual companies, particular sectors or governments and/or general economic conditions. The securities of mid- and small-capitalization 
companies involve greater risks than those associated with larger, more established companies and may be subject to more abrupt or erratic price 
movements. Foreign and emerging markets investments may be more volatile and less liquid than investments in U.S. securities and are subject to 
the risks of currency fluctuations and adverse economic, social or political developments. Different investment styles (e.g., “quantitative”) tend to shift 
in and out of favor, and at times the Fund may underperform other funds that invest in similar asset classes. 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 focused 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. 
 
General Disclosures 
A summary prospectus, if available, or a Prospectus for the Fund containing more information may be obtained from your authorized dealer 
or from Goldman Sachs & Co. LLC by calling (retail - 1-800-526-7384) (institutional – 1-800-621-2550). Please consider a fund's objectives, 
risks, and charges and expenses, and read the summary prospectus, if available, and the Prospectus carefully before investing. The 
summary prospectus, if available, and the Prospectus contains this and other information about the Fund. 
 
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.  
 
The Global Industry Classification Standard (GICS) was developed by and is the exclusive property and a service mark of Morgan Stanley Capital 
International Inc. (MSCI) and Standard & Poor’s, a division of The McGraw-Hill Companies, Inc. (S&P) and is licensed for use by Goldman Sachs. 
Neither MSCI, S&P nor any other party involved in making or compiling the GICS or any GICS classifications makes any express or implied warranties 
or representations with respect to such standard or classification (or the results to be obtained by the use thereof), and all such parties hereby expressly 
disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose with respect to any of such standard or 
classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affiliates or any third party involved in making or compiling 
the GICS or any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost 
profits) even if notified of the possibility of such damages. 
 
Earnings-per-share: a company’s profit divided by outstanding shares of its common stock 
Return-on-equity: measure of financial performance calculated by dividing net income by shareholders’ equity 
Basis point: 1/100th of 1% 
 
The portfolio risk management process includes an effort to monitor and manage risk, but does not imply low risk. 
 
©2021 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. 
 
The Russell 2000 Value Index is an unmanaged index of common stock prices that measures the performance of those Russell 2000 companies with 
lower price-to-book ratios and lower forecasted growth values. The Index figures do not include any deduction for fees, expenses or taxes. It is not 
possible to invest directly in an unmanaged index 
 
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 presentation and may be subject to change, they should not be construed as investment advice. 
 
Goldman Sachs & Co. LLC is the distributor of the Goldman Sachs Funds.  
- No Bank Guarantee  
- May Lose Value  
- Not FDIC Insured  
 
© 2021 Goldman Sachs.  All Rights Reserved. 
 
Compliance Code: 236818-OTU 
Date of first use: 4/8/2021 


