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MARKET UPDATE ON RUSSIA  

What Happened? 
• Geopolitical risk in Russia has increased meaningfully over the last few months due to rising geopolitical tensions 

between Russia and Ukraine. 
• These developments brought to the forefront the long history of Ukraine being at the center of a struggle between 

Russia and the West, and triggered a sell-off in Russian equities.   

What is the Market Impact? 
• From the end of October through January 31, 2022, the MSCI Russia Index declined by 20.5%, while the MSCI 

Emerging Markets (EM) Index returned -4.1% over the same period.0F

1  
• Due to the country’s recent underperformance, its absolute weight in the MSCI EM Index has steadily declined 

from 4.1% to 3.3% over the same period.  

How is GEMIX Positioned? 
• Over the first three quarters of 2021, the Fund had a sizeable overweight of ~170bps on average to the country, 

given we identified some attractively valued and fundamentally sound businesses, predominantly across the 
financial and consumer sectors in Russia.  

• We typically build our exposure to Russia (and other commodity heavy market economies) by looking for 
companies with relatively stronger governance.1F

2 This potentially allows us to indirectly benefit from increasing 
commodity prices; for instance, during a period of cyclical recovery, without having to invest in state-owned 
enterprises that are directly involved in the commodity business. Those names tend to pose significant 
governance risk and make it challenging for us to build a long-term, quality focused investment case. 

• This approach has worked well for us over 2021, with Russia being a key contributor to performance, helping us 
to keep our portfolio more balanced during a period of rallying commodity prices. 

• Over the last few months, we have steadily reduced our overweight to Russia and have now arrived at running a 
market neutral allocation compared to the MSCI EM Index. In total, our weight to Russia came down from 6.0% 
to 3.8% over the period.2 F

3  
• This change in positioning has not been driven by us attempting to predict the future development of geopolitical 

tensions, but is rather an outcome of stock specific decision making. In an environment where market consensus 
has started to factor in potential sanctions and a period of higher rates, some of our holdings left us with less 
upside, especially in cases where strong performance has elevated valuation levels over 2021. Adjusting the 
upside potential by the increased levels of volatility in the market made it even more difficult for us to justify some 
of our active positions in single stocks, hence, leading to the trimming of some holdings.  

• As we adjusted our company models to reflect not only rising tensions, but also higher rates, we gravitated to 
trimming ‘growthier’ companies in Russia more significantly, re-balancing our exposure from a style factor 
perspective as well.  

• We believe our positioning, now representing a market neutral and balanced allocation, is prudently accounting 
for the current market realities and we are comfortable with ~3% of the Fund being invested in Russian equities.  

 
1 Past performance does not guarantee future results, which may vary. 
2 There is no guarantee that objectives will be met. 
3 Fund holdings and allocations shown are unaudited, and may not be representative of current or future investments. Fund holdings and allocations may 

not include the Fund's entire investment portfolio, which may change at any time. Fund holdings should not be relied on in making investment decisions 
and should not be construed as research or investment advice regarding particular securities. Current and future holdings are subject to risk. 



 

RUSSIA-UKRAINE – ESCALATING TENSIONS 

 

 

Source: Goldman Sachs Asset Management, Bloomberg, as of 31 January 2022, unless otherwise stated.  
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.   
 Goldman Sachs Asset Management 2 
 

• Generally speaking, our focus on owning high quality businesses with strong market positioning, pricing power 
and cash flow generation may potentially provide us with additional benefits compared to the broader market in 
case the sell-off continues and/or accelerates. 

• We continue to monitor the situation closely and will take further action based on our bottom-up views.    
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DISCLOSURES  
Risk Considerations 
The Goldman Sachs Emerging Markets Equity Fund invests primarily in a diversified portfolio of equity investments in emerging country 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. 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. Because the Fund may invest heavily in specific sectors, the Fund is subject to greater risk of loss as a 
result of adverse economic, business or other developments affecting such sectors. The Fund may make investments that are or may become illiquid.  
At times, the Fund may be unable to sell illiquid investments without a substantial drop in price, if at all. 
General Disclosures 
The MSCI Emerging Markets Index captures large and mid cap representation across 25 Emerging Markets (EM) countries. With 1,420 constituents, the 
index covers approximately 85% of the free float-adjusted market capitalization in each country 
The MSCI Russia Index is designed to measure the performance of the large and mid cap segments of the Russian market. With 26 constituents, the 
index covers approximately 85% of the free float-adjusted market capitalization in Russia. 
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. 
Past performance does not guarantee future results, which may vary. The value of investments and the income derived from investments will 
fluctuate and can go down as well as up. A loss of principal may occur. 
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 Goldman Sachs Asset Management 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 Goldman Sachs Asset Management has no obligation to provide any updates or changes. 
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by Goldman Sachs Asset Management to 
buy, sell, or hold any security. Views and opinions are current as of the date of this commentary and may be subject to change, they should not be 
construed as investment advice. 
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 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. 
Goldman Sachs & Co. LLC is the distributor of the Goldman Sachs Funds.  
- No Bank Guarantee  
- May Lose Value  
- Not FDIC Insured  
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