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Source: GSAM. As of March 31, 2019. This example is for illustrative purposes only. Past performance does not guarantee future results, which may vary. 
Diversification does not protect an investor from market risks and does not ensure a profit. Please see additional disclosures at the end of this document.
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Game of (Un)Knowns
A stabilizing macro backdrop, convergent growth, and late-cycle 

opportunity: each is a reason we do not see winter coming for investors. 

We believe that strategy will be key—we remain pro-expansion, yet 

pro-reality, attuned to the evolution of late-cycle conditions.

Here are the knowns: the global economy has transitioned from above-

trend to near-trend growth, the expansion has continued, and looking 

ahead we see activity stabilizing. The US expansion is on track to notch 

its 121st month in June, which would be the longest expansion in 

history. Accordingly, absent clearer signs of a long-lasting deterioration 

in fundamentals, we believe the evolving market environment remains 

supportive of risky assets. On the back of a solid operating environment, 

credit performance should remain stable. 

The unknowns bear close watch, though as the season progresses we 

expect more conclusions on several key concerns: an uncertain Brexit 

process, turbulent trade policy, and the possibility of further populist 

shocks in election outcomes. Investors, in our view, should prepare for 

emergent risks even as they seek to capitalize on opportunity.

Consequently we would emphasize:

 ■ Pro-risk asset classes—emerging markets may be well-positioned for 

a comeback

 ■ A focus on risk allocation over capital allocation, leading to a strategic 

commitment to alternative investments

 ■ Income in both public and private markets, which may help build an 

additional buffer against short-term volatility.
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Macro 
Conditions are stabilizing after 
the recent slowdown: tighter 
global financial conditions have 
mostly retraced, US government 
shutdown effects are fading, 
and euro area activity may be 
recovering. 

 GROWTH

The global economy has transitioned from 
above-trend to near-trend growth, and from a 
rapid to a slower absorption of slack. Sequential 
GDP growth rates should return to modestly 
above trend in most developed economies during 
2019. We do not expect a US or global recession 
this year or next. 

 INFLATION

Regional dynamics continue to differ widely. 
Even so, there are growing signs of broad-based 
easing in inflationary pressures across a variety of 
dimensions. This is likely to be an uneventful year 
for inflation, and so the topic is unlikely to alter 
key central bank reaction functions.

 MONETARY POLICY

The Federal Reserve pivoted from steady rate 
hikes to a more data-governed and dovish mode, 
in line with the trajectory of other G10 central 
banks. Accordingly, this has led the market 
to anticipate even shallower normalization 
trajectories. Yet the ongoing evolution of QT will 
continue to play an important role in markets.

 POLITICS & POPULISM

Global (geo-)political uncertainties may continue 
to be important drivers of episodic volatility in the 
short term. Investors should be ready for potential 
bumps prompted by Brexit developments, 
European parliamentary elections, and general 
elections in many key emerging markets.

 RISK

Moderating global growth, downward earnings 
revisions, ongoing unresolved trade disputes, and 
the pace of China’s economic slowdown each 
represent a headwind. Additional risks may come 
from potential technical dislocations in markets, 
amplified by the proliferation of algorithmic and 
high-frequency trading.

Left Section Notes: ‘GDP’ refers to Gross Domestic Product. Right Section Notes: ‘Dovish’ describes the stance of a central bank guarding against deflation. 
‘G10’ refers to the 11 industrial countries (Belgium, Canada, France, Germany, Italy, Japan, the Netherlands, Sweden, Switzerland, the United Kingdom, and the 
United States) which consult and cooperate on economic, monetary, and financial matters. ‘QT’ refers to quantitative tightening. ‘Brexit’ refers to the process 
of the United Kingdom seeking to exit the European Union. Please see additional disclosures at the end of this document.
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Top Section Notes: As of March 31, 2019. Middle Section Notes: As of March 31, 2019. Chart shows the ideological spectrum of Democrats (blue, left) and Republicans (orange, 
right) in Congress based on their voting history. The political ideology scores represent how economically liberal or conservative a party is on the scale of -1 (very liberal) to +1 
(very conservative). For example, the median economic ideology is more liberal for Democrats and is more conservative for Republicans in 2018 compared to 1968. Bottom Section 
Notes: As of March 31, 2019. ‘Eurosceptic opposition’ refers to the opposition to policies of supranational European Union institutions and/or opposition to Britain’s membership 
in the European Union. ‘Opposition’ refers to parties within the European Parliament with policy views that differ from policy views of the coalition. 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.

Global policy uncertainty has 
been elevated...

Geopolitical shifts, trade negotiations, 
evolving monetary and fiscal policies, 
volatile oil prices, and ubiquitous media 
coverage are all forces contributing 
to elevated global economic policy 
uncertainty. On the margin, we believe 
these uncertainties should moderate 
through 2019, though the political echo 
chamber is likely to mask progress.
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Source: Economic Policy Uncertainty and GSAM.

as a growing US ideological 
chasm limits policymaking...

The ideological overlap in US politics 
has disappeared over the last 50 years, 
as today’s conservative Democrats are 
no longer ideologically similar to liberal 
Republicans. This divide is wider today 
than at any point in the modern era. 
Consequently, legislative compromise 
has become structurally difficult due 
to both the growing chasm between 
parties and the narrowing distribution 
within each party.

Member of Congress’ Political Ideology

More Conservative

Democrats Republicans

More Liberal

Party Median 1968 Median

-1 0 1

2018

1980

1968

Source: VoteView and GSAM.

and populism in Europe bifurcates 
governance.

Eurosceptic parties are on track to 
achieve their strongest result yet in 
the European parliamentary elections 
in late May. These parties potentially 
represent the third largest group, but 
because of contrasting views on 
fundamental issues such as migration, 
the EU budget, and fiscal stance, it 
would be difficult for them to unite 
consistently. This negatively impacts 
EU-level policymaking.

OppositionEurosceptic Opposition Coalition
Composition of European Parliament (%)

2004

279 64

2009

2712 61

2014

2916 55

2019E

3223 45

Source: National Opinion Polls, Goldman Sachs Global Investment Research, and GSAM.
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Markets 
After a period of US leadership, 
we think the US is “catching 
down” to the more modest pace 
of global growth. Preparation is 
warranted as episodic volatility 
and lingering concern around 
corporate earnings pose potential 
pressure points.

 EQUITIES

Risky assets may be supported by stabilizing 
growth in major economies, easing inflation 
pressures, and more dovish central banks. 
However, late-cycle conditions mean that the 
opportunity set is now more limited. We see 
the backdrop for emerging markets (EM) as 
supportive, rewarding alpha more than beta.

 RATES

Following central banks’ recent dovish pivot, led 
by the US Federal Reserve (Fed), markets have 
been quick to reprice an even-lower-for-longer 
environment. We remain cautious on developed 
market sovereign debt and bullish on EM debt 
due to attractive valuations and carry.

 CREDIT

Current coverage ratios remain healthy, and 
the default environment benign. Corporates 
are still in good health given their age, but in this 
environment beta-caution is warranted. Increasing 
corporate leverage, rising debt levels, and tighter 
spreads reflect late-cycle conditions.

 CURRENCY

We see convergence in global growth on 
the back of the US “catching down” closer 
to growth levels outside the US. Together with 
the twin deficits and a neutral Fed, we see 
renewed headwinds for the greenback. In EM, 
we expect some of the valuation potential to 
be realized, in light of more stable growth and 
commodity prices.

 VOLATILITY

Escalating trade tensions and heightened 
political risk represent key pressure points for 
global markets. We are also focused on markets’ 
fragility as potential stress in liquidity may 
increase due to trading volume becoming more 
dominated by speed, not capital.

Left Section Notes: ‘Lower-for-longer’ refers to the pace of potential interest rate hikes. ‘Carry’ refers to the return or cost of holding an asset compared 
to the risk-free rate. Right Section Notes: 'Coverage ratios' refers to measures of a company's ability to service its debt and meet its financial obligations. 

‘Greenback’ refers to the US dollar.
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New structural risks have 
emerged in the market…

The past 30 years have seen dramatic 
changes in the trading environment. 
In this evolution, algorithmic trading 
now dominates many asset classes. 
Speed has replaced capital, creating 
vast pools of liquidity during periods 
of stability and vacuums of liquidity 
during crises. This structural shift 
should create awareness among 
investors to differentiate between 
fundamentally and algorithmically 
driven markets.

Share of Algorithmic Trading Across Various Futures Markets (%)

84FX
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Source: CFTC, Goldman Sachs Global Investment Research, and GSAM.

rapidly becoming pervasive 
on a global scale...

Quite surprisingly, today’s market 
share of algorithmic trading is not 
just a phenomenon confined to 
developed markets. While the US 
had led in the adoption of this new 
ecosystem, emerging markets’ share 
of high-frequency and quantitatively 
informed trading is rapidly catching 
up to developed market levels, 
making this new market structure 
a global standard.
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and increasing the frequency 
of statistically rare events.

In this changing ecosystem, even 
large, liquid asset classes have 
experienced significant volatility in 
excess of what would be statistically 
expected. For example, a 3-sigma 
event, which should occur roughly 
once every three years, actually 
occurred 41 times for US equities 
in the last decade. These structural 
fragilities are a challenge to investors, 
as tail risk is greater than theory 
would suggest.

21

30

41
44

3 3 3 3

Number of Intraday 3+ Sigma Moves in Last 10 Years 
Expected Frequency Actual Frequency

FX (GBP) US 10-Year Treasury S&P 500 Volatility (VIX)

Source: GSAM.

Top Section Notes: As of October 2016, latest available data. ‘Algorithmic Trading’ is the process of automatically executing trades according to a pre-defined set of rules. ‘FX’ 
refers to the G10 currencies. 'Interest Rates' refers to US Treasuries. ‘Energy’ refers to crude oil. ‘Metals’ refers to precious metals. Middle Section Notes: As of December 2017, 
latest available data. Bottom Section Notes: As of March 31, 2019. ‘FX (GBP)’ refers to the GBP/USD spot rate. ‘S&P 500’ refers to the S&P 500 Index level. ‘US 10-Year Treasury’ 
refers to the Bloomberg US Generic Government 10-Year Yield Index. ‘Volatility (VIX)’ refers to the CBOE VIX Index level. It is an index measure of expected price fluctuations 
in S&P 500 Index options over the next 30 days. ‘Sigma’ is a measure used to quantify the amount of variation or dispersion of a set of data values. 'Intraday 3+ Sigma Moves' 
refers to the number of 3+ standard deviation moves, as captured by the difference between the highest and lowest prices of each trading day. 'Expected frequency' refers to the 
statistical frequency of 3+ standard deviation moves based on a normal distribution. The expected frequency for intraday 3+ sigma moves in the last 10 years is three times.
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Views and opinions are current as of April 2019, and may be subject to change, they should not be construed as investment advice.

Economic and market forecasts presented herein reflect our judgment 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 Asset Management has no 
obligation to provide updates or changes to these forecasts. Examples are for illustrative purposes only.

Macro and Markets Recap

Know-How

Municipal Bonds: An increasingly idiosyncratic market

Fixed Income: Extreme couponing

Large-Cap Value: Don’t fight the Fed

Emerging Markets: Constructed for convergence

Private Markets: Coming of age

Disruption: Four points on 5G

Macro: 
Stabilizing conditions, 
converging growth, and 
policy risks

Markets: 
Supportive for risky 
assets with emergent 
late-cycle risks
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Muni momentum. Voracious municipal bond demand has been met 
with limited supply growth.

Less is more. More security selection is possible within lower-
rated muni bonds, which may also benefit from wider spreads. 

Top Section Notes: As of December 31, 2018, latest available data. Chart shows outstanding US debt at the corporate, federal, and state level from December 2006 through 
December 2018. ‘Corporate’ refers to debt obligations of US financial and nonfinancial corporations including bonds, notes, debentures, mandatory convertible securities, long-
term debt, private mortgage-backed securities, and unsecured debt. It includes bonds issued both in the US and in foreign countries, but not bonds issued in foreign countries 
by foreign subsidiaries of US corporations. ‘Treasuries’ refers to interest-bearing marketable coupon federal public debt. ‘Municipals’ refers to debt obligations issued by states, 
cities, counties, and other government entities. ‘SALT deductions’ refers to federal deductions for state and local taxes. Bottom Section Notes: As of December 31, 2018. Analysis 
does not include pre-refunded municipal bonds. ‘OAS’ refers to option-adjusted spreads for individual outstanding CUSIPs. ‘Max OAS Differential’ is calculated by subtracting the 
maximum OAS of bonds for 2018 versus 2006, by credit quality. A positive OAS differential suggests that credit spread range is widening. A negative OAS differential suggests 
that credit spread range is narrowing. For example, a max OAS differential of -6 basis points (bps) for AAA-rated bonds means that the credit spread range has narrowed by 6 bps 
between 2006 to 2018. Past performance does not guarantee future results, which may vary.

The technical backdrop for the 
municipal (muni) market has solid 
long-term underpinnings. The size 
and supply of munis have remained 
relatively steady while Treasury 
and corporate debt markets have 
experienced dramatic expansions. 
Demand for municipal securities has 
increased and may continue to grow 
as select provisions of the Tax Cuts 
and Jobs Act, including limitation on 
SALT deductions, are realized.

In the wake of the global financial 
crisis, the collapse of monoline 
insurers resulted in structural 
changes, such as the realignment of 
municipal credit ratings. Just as the 
opportunity set broadened across 
muni credit, option-adjusted spreads 
became more dispersed, indicating 
that spreads were increasingly driven 
by CUSIP-specific fundamentals and 
covenants. We believe that investing 
across the muni spectrum may allow 
investors to more fully benefit from 
an increasingly idiosyncratic market.

Source: SIFMA and GSAM.

Source: Barclays POINT and GSAM.

Municipal Bonds are Relatively Scarce

Increasing Opportunity Set in Lower Credit Ratings
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Clipping coupons. Yields across a range of asset classes today 
may provide a significant buffer against potential price losses.

Top Section Notes: As of March 31, 2019. ‘Current Yield’ refers to the current stated yield to maturity. ‘Breakeven Yield’ refers to the estimated yield at which total returns 
would be negative based on current yield to maturity and current modified duration. ‘US 10-Year Treasury' refers to the Bloomberg US Generic Government 10-Year Yield Index. 
‘Euro HY’ refers to the Bloomberg Barclays Pan-European High Yield Index. ‘EM Debt Local’ refers to the Bloomberg Barclays Emerging Market Local Currency Government Index. 
‘EM Debt USD’ refers to the Bloomberg Barclays Emerging Market USD Aggregate Index. ‘US HY’ refers to the Bloomberg Barclays US High Yield Index. Bottom Section Notes: 
As of March 31, 2019. Analysis is from June 2008, earliest common inception, to March 2019 on a rolling monthly basis. High-yield, lower-rated securities involve greater 
price volatility and present greater credit risks than higher-rated fixed income securities. 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. Past performance does not guarantee 
future results, which may vary.

In the current benign rate 
environment, the coupon income 
from credit asset classes is looking 
particularly attractive. We estimate 
that yields could rise by a further 
~1% before the offsetting price 
reduction would reduce returns in 
various credit sectors to breakeven. 
For example, rates or spreads would 
need to rise more than 197 basis 
points to generate negative returns 
in US High Yield. 

Source: Bloomberg Barclays and GSAM.

Point Break

Basis Points (bps)
to Breakeven

2.41

4.24 4.66 4.89

6.74
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8576

28

103
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Current Yield Breakeven Yield
Current Yield vs. Breakeven Yield (%)

Rare potential. The large rate moves that would be required 
to offset this substantial income have been exceedingly rare.

The present difference between 
the current and breakeven yields 
for several sectors is so wide that it 
has historically been breached just a 
handful of times. For example, the 
197 basis point move in US HY yields 
has occurred in just 2% of 12-month 
periods. Given our expectation for 
stabilizing global growth, contained 
inflation, and dovish central bank 
policy, we consider the likelihood of 
such moves to be particularly slim.

Source: Bloomberg Barclays and GSAM.

Smooth Moves
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Sector dissector. The impact of sector composition on growth-versus-
value return differentials can be quite large.

Late-cycle value. Style investors have often benefited from taking 
stock of Federal Reserve interest rate moves.

Top Section Notes: As of March 31, 2019. ‘Growth’ style refers to the S&P 500 Growth Index. ‘Value’ style refers to the S&P 500 Value Index. S&P 500 sectors follow GICS 
categorization. *The Real Estate sector was previously grouped within the Financials sector. ‘Growth Tilted’ refers to a sector having a higher allocation in the S&P 500 Growth 
Index than in the S&P 500 Value Index. ‘Value Tilted’ refers to a sector having a higher allocation in the S&P 500 Value Index than in the S&P 500 Growth Index. Bottom Section 
Notes: As of March 31, 2019. Federal Reserve (Fed) rate hike cycles include: November 1986–February 1989, February 1994–February 1995, June 1999–May 2000, and July 
2004–June 2006. 'Sector Excess Return' refers to the excess return above the S&P 500 Index over the 12-month period after the conclusion of each Fed rate hike cycle, for each 
GICS sector. ‘Hit Rate’ refers to the frequency in which sector returns exceeded the S&P 500 Index. A hit rate of 75% indicates that the sector outperformed the S&P 500 Index by 
three out of four times. ‘Median’ refers to the 50th percentile of excess return across the four rate hike periods. Past performance does not guarantee future results, which 
may vary.

The sector composition of large-cap 
growth indices has been famously 
dominated by the information 
technology sector, while value 
has historically tilted toward 
financials. Each of those sectors 
today represents more than 25% 
of the respective index. In our view, 
a tactical bias to either growth 
or value should be informed by 
underlying sector views. In fact, 
roughly 70% of the growth-versus-
value return differential is attributable 
to the sector allocation effect.

We believe that today’s late-cycle 
conditions may benefit the sectors 
contained in value-tilted positions. 
Value sectors have historically 
outperformed the S&P 500 in 
the 12-month period immediately 
following a cycle’s last Federal 
Reserve (Fed) rate increase by at 
least two percentage points. If 
markets are correct that the data-
dependent, increasingly dovish Fed 
has concluded its rate hikes, investors 
may benefit from revisiting large-cap 
value and its key underlying sectors. 

Source: Bloomberg and GSAM.

Source: Goldman Sachs Global Investment Research and GSAM.

Growth and Value, Sector Selector

A Short History, but a Good One
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Emerging opportunities. We see emerging markets poised for 
a comeback as global macro conditions converge.

Weighty decisions. Many investors are structurally underweight 
EM, and thus may not fully benefit from EM growth prospects.

Top Section Notes: As of March 31, 2019. ‘Change in Gross Domestic Product (GDP) Growth’ is represented by the difference in GDP growth (%, YoY) from the previous year’s GDP 
growth. For example, a 0.6 percentage point (pp) change means that the pace of GDP growth was 0.6pp faster than its prior year. ‘Earnings Growth’ refers to top-down consensus 
earnings per share (EPS) growth. Bottom Section Notes: As of March 31, 2019. GSAM PRISM™ is a registered trademark of GSAM. ‘Client Portfolio’ is represented by the average 
allocation of a GSAM PRISM™ client portfolio with core fixed income between 20% and 40%. ‘Client Portfolio Underallocation' refers to the difference between a respective GSAM 
PRISMTM Illustrative Strategic Asset Allocation and the average allocation of the respective asset class across 2,600 financial advisors. ‘GSAM PRISMTM Illustrative Strategic Asset 
Allocation’ refers to the 70:30 GSAM PRISM™ Strategic Asset Allocation Portfolio, composed of 70% core equity and diversifiers and 30% core fixed income. Core equity includes 
US equity and international developed equity. Core fixed income includes US aggregate fixed income and global ex-US aggregate fixed income. Diversifiers include emerging market 
debt (USD), emerging market debt (local currency), global high yield, bank loans, emerging market equity, international small cap equity, international real estate, US real estate, 
and global infrastructure and master limited partnerships. These allocations are based on the asset class views of GSAM Portfolio Strategy. Please see glossary for additional 
definitions. 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.

US economic growth may converge 
with the rest of the world, "catching 
down.” We expect exceptional 2018 
US earnings growth to normalize 
closer to the global trend, and EM 
earnings to catch up. Additionally, 
we expect a weakening US dollar, 
which would also be supportive of 
EM assets. 

Portfolios we’ve examined through 
GSAM PRISM™ are systematically 
underweight EM equity, debt in US 
dollar and in local currency by an 
average of 3.8 percentage points (pp), 
1.7pp, and 2.7pp, respectively, relative 
to our strategic asset allocation. We 
think that portfolios with higher EM 
allocations could enjoy enhanced 
risk-adjusted returns, particularly at 
a time of softening developed market 
fundamentals and US convergence.

Source: International Monetary Fund (IMF), FactSet, Goldman Sachs Global Investment Research, and GSAM.

Source: GSAM.

Convergence Ahead: Favorable Environment for Emerging Markets

Underallocation to EM Assets: Potential Missed Opportunity

2018 2019E
US EM US EM

Change in GDP Growth
(pp) +0.6 -0.2 -0.5 -0.3

Earnings Growth
(%) +22.5 +9.9 +2.4 +7.0

Change in US Dollar Index 
(%) +4.4 -4.2

3.60.9

3.61.9

7.23.4

GSAM PRISMTM Illustrative Strategic Asset Allocation (%)

Average GSAM PRISMTM Client Portfolio vs. Illustrative Strategic Allocation
Client Portfolio (%) Client Portfolio Underallocation

EM Equity

EM Debt USD

EM Debt Local
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Coming of age. Private equity has been generating more value, 
attracting more interest, and becoming more accessible to investors.

Diversifying private equity. Investing across managers, funds, 
and vintages in our view is key to improving client outcomes.

Top Section Notes: As of March 31, 2019. ‘Unicorn’ refers to a private company with a valuation of $1 billion or greater. Bottom Section Notes: As of December 31, 2018, latest 
available data. 'Average Net IRR' and 'Standard Deviation of Net IRR' are calculated from reported Net IRR of over 3,000 PE funds in the Preqin database with a vintage year 
between 1997 and 2017 (inclusive). ‘Standard deviation’ is a measure of volatility. The ‘Illustrative Diversified Strategy’ is an equal-weight illustrative portfolio of the four private 
equity strategies shown in the chart. These illustrative results do not reflect any GSAM product and are being shown for informational purposes only. No representation is made 
that an investor will achieve results similar to those shown. The performance results are based on historical performance of the private equity strategies used. The result will vary 
based on market conditions and your allocation. An investment in a PE fund is speculative with a substantial risk of loss. An investment in a PE fund is only suitable 
for investors who have no need for liquidity in the investment. Investors generally are not able to redeem their units or withdraw from a PE fund for the life of 
the investment. This material is provided for educational purposes only and should not be construed as investment advice or an offer or solicitation to buy or sell securities. 
Diversification does not protect an investor from market risk and does not ensure profits. Please see end notes for important disclosures. 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. Please see 
glossary for additional definitions. Past performance does not guarantee future results, which may vary.

The private equity (PE) universe 
has expanded rapidly in recent 
decades, and is creating more value 
for companies and their investors. 
A favorable funding environment has 
enabled companies to strategically 
delay public offerings. Individual 
investors’ barriers to entry have 
shrunk as asset managers have 
lowered minimum net worth and 
investment requirements. We 
believe this evolution has enhanced 
the asset class’ attractiveness.

Diversifying vintage years enables 
exposure to different stages of the 
PE investment cycle. Diversifying 
across strategies enables access 
to buyout, distressed, growth, 
and venture investments. Each 
strategy comes with unique risk 
and return tradeoffs; single-strategy 
performance may be highly variable. 
A diversified approach, in our view, 
may mitigate risk and help transform 
PE into a core allocation.

Source: Preqin, CB Insights, and GSAM.

Source: Preqin and GSAM.

Private Market Evolution

Risk and Return by Private Equity Strategy

Minimum Investment ($ k)

Minimum investment
required is 90% lower

Private Equity AUM ($ bn)

Potential opportunity for
investors has increased
6-fold

Unicorn Average New Funding Raise ($ mn)

Unicorn deals have
doubled in count and
increased 7-fold in value
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Top Section Notes: As of March 31, 2019. For illustrative purposes only. Bottom Section Notes: As of March 31, 2019. For illustrative purposes only. ‘IoT’ refers to the internet of 
things, an interconnected network of computing devices in everyday objects.

We often think of new inventions as 
rapid technological shifts that reshape 
the world, but some of the greatest 
changes are imperceptible for years. 
Slow but seismic shifts affect the 
foundation of societies and the 
global economy. Mature industries 
such as telecommunications, auto, 
and health care are on the tipping 
point of disruption, when imagined 
innovations become reality.

The evolution of 5G will have four 
major impacts on connectivity:

 ■ Lower latency will greatly improve 
speed—essential for autonomous 
driving and virtual reality

 ■ Device density will increase 
10x, potentially connecting one 
million devices per square km—
supporting vast sensor and IoT 
networks

 ■ Gains in spectral efficiency and 
spectrum megahertz—raising the 
wireless speed limit and adding 
lanes to the network

 ■ Dynamic Spectrum Access will 
slice networks—customizing and 
pricing features to specific users.

Source: GSAM.

Source: GSAM.

Even Mature Industries Face Potentially Disruptive Advancement

From Smart Phones to Smart Everything

Materials

Finance

Solid-State Batteries
4D Printing

Fintech
Algorithmic Structure

Health Care

Consumer

Anti-Aging
Immunotherapy 

E-Commerce
Voice Activated Assistants

Automotive

Telecommunications

Autonomous Vehicles
Robotaxi

5G Technology
Dynamic Spectrum Access

Did you know...

Disruption is changing even the most mature industries, sending many 
toward previously hidden tipping points.

5G will move telecom from connecting people to connecting 
the planet.

Current
4G

5G 
Better speed, 
connectivity,

efficiency,
customization
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Risk Disclosures 
An investment in private equities is not suitable for all investors. Investors should 
carefully review and consider the potential investments, risks, chargers, and expenses 
of private equity before investing. 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.

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). 

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

General Disclosures 
Page 2 Relative Asset Class Calendar-Year Performance Notes: Bank Loans are 
represented by the Credit Suisse Leveraged Loan Index. Commodities are represented 
by the S&P GSCI Commodity Index. Emerging Market (EM) Debt is represented by the 
JPM EMBI Global Composite Index. Emerging Market (EM) Equity is represented by 
the MSCI Emerging Markets Index. Hedge Funds are represented by the HFRI Fund of 
Funds Index. High Yield is represented by the Bloomberg Barclays Global High Yield 
Index. International Equity is represented by the MSCI EAFE Index. International Real 
Estate is represented by the S&P Developed ex-US Property Index. International 
Small Cap is represented by the S&P Developed ex-US Small Cap Index. US Aggregate 
Bonds are represented by the Bloomberg Barclays Aggregate Bond Index. US Large 
Cap is represented by the S&P 500 Index. US Real Estate is represented by the Dow 
Jones US Select Real Estate Securities Index. US Small Cap is represented by the 
Russell 2000 Index. 

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. 

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. 

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 
presentation concerning U.S. 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, 
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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.

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.

United Kingdom and European Economic Area (EEA): In the United Kingdom, 
this material is a financial promotion and has been approved by Goldman Sachs Asset 
Management International, which is authorized and regulated in the United Kingdom 
by the Financial Conduct Authority.

Asia Pacific: Please note that neither Goldman Sachs Asset Management 
International nor any other entities involved in the Goldman Sachs Asset Management 
(GSAM) business maintain any licenses, authorizations, or registrations in Asia 
(other than Japan), except that it conducts businesses (subject to applicable local 
regulations) in and from the following jurisdictions: Hong Kong, Singapore, Malaysia, 
and India. This material has been issued for use in or from Hong Kong by Goldman 
Sachs (Asia) L.L.C, in or from Singapore by Goldman Sachs (Singapore) Pte. (Company 
Number: 198602165W), in or from Malaysia by Goldman Sachs (Malaysia) Sdn Berhad 
(880767W), and in or from India by Goldman Sachs Asset Management (India) Private 
Limited (GSAM India).

Australia: This material is distributed in Australia and New Zealand by Goldman 
Sachs Asset Management Australia Pty Ltd ABN 41 006 099 681, AFSL 228948 
(’GSAMA’) and is intended for viewing only by wholesale clients in Australia for 
the purposes of section 761G of the Corporations Act 2001 (Cth) and to clients who 
either fall within any or all of the categories of investors set out in section 3(2) or 
sub-section 5(2CC) of the Securities Act 1978 (NZ) and fall within the definition of 
a wholesale client for the purposes of the Financial Service Providers (Registration 
and Dispute Resolution) Act 2008 (FSPA) and the Financial Advisers Act 2008 (FAA) 
of New Zealand. GSAMA is not a registered financial service provider under the 
FSPA. GSAMA does not have a place of business in New Zealand. In New Zealand, 
this document, and any access to it, is intended only for a person who has first 
satisfied GSAMA that the person falls within the definition of a wholesale client for 
the purposes of both the FSPA and the FAA. This document is intended for viewing 
only by the intended recipient. This document may not be reproduced or distributed 
to any person in whole or in part without the prior written consent of GSAMA. 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. The material provided herein is for informational 
purposes only. This document does not constitute an offer or solicitation to any 
person in any jurisdiction in which such offer or solicitation is not authorized or 
to any person to whom it would be unlawful to make such offer or solicitation.

Canada: This material has been communicated in Canada by Goldman Sachs Asset 
Management, L.P. (GSAM LP). GSAM LP is registered as a portfolio manager under 
securities legislation in certain provinces of Canada, as a non-resident commodity 
trading manager under the commodity futures legislation of Ontario and as a portfolio 
manager under the derivatives legislation of Quebec. In other provinces, GSAM LP 
conducts its activities under exemptions from the adviser registration requirements. 
In certain provinces, GSAM LP is not registered to provide investment advisory or 
portfolio management services in respect of exchange-traded futures or options 
contracts and is not offering to provide such investment advisory or portfolio 
management services in such provinces by delivery of this material.

Japan: This material has been issued or approved in Japan for the use of professional 
investors defined in Article 2 paragraph (31) of the Financial Instruments and 
Exchange Law by Goldman Sachs Asset Management Co., Ltd.

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.

© 2019 Goldman Sachs. All rights reserved.

Date of first use: April 12, 2019. 162127-OTU-957005.
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Glossary
Equities

The unmanaged MSCI EAFE Index (unhedged) is a market capitalization weighted 
composite of securities in 21 developed markets.

The MSCI Emerging Markets Equity Index is a free float-adjusted market 
capitalization index that is designed to measure equity market performance of 
emerging markets.

The Russell 2000 Index measures the performance of the small-cap segment of the 
U.S. equity universe. The Russell 2000 Index is a subset of the Russell 3000 Index 
representing approximately 10% of the total market capitalization of that index. It 
includes approximately 2000 of the smallest securities based on a combination of 
their market cap and current index membership.

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.

The S&P 500 Growth Index is the Standard & Poor’s Style Index derived from 
constituents included within the S&P 500 Index that exhibit strong growth 
characteristics. 

The S&P 500 Value Index is the Standard & Poor’s Style Index derived from 
constituents included within the S&P 500 Index that exhibit strong value 
characteristics. 

The S&P Developed ex-US Small Cap Index covers the smallest 15% of companies 
from developed countries (excluding the US) ranked by total market capitalization.

Fixed Income

The Bloomberg Barclays Aggregate Bond Index represents an unmanaged 
diversified portfolio of fixed income securities, including U.S. Treasuries, investment- 
grade corporate bonds, and mortgage backed and asset-backed securities.

The Bloomberg Barclays Emerging Markets Local Currency Government 
Index is designed to provide a broad measure of the performance of local currency 
emerging markets (EM) debt. 

The Bloomberg Barclays EM USD Aggregate Index is a flagship hard currency 
Emerging Markets debt benchmark that includes USD denominated debt from 
sovereign, quasi-sovereign, and corporate EM issuers. 

The Bloomberg Barclays Global High Yield Index provides a broad-based measure 
of the global high-yield fixed income market.

The Bloomberg Barclays Municipal Bond Index is an unmanaged index that 
is considered representative of the broad market for investment grade, tax-exempt 
bonds with a maturity of at least one year.

The Bloomberg Barclays Pan-European High Yield Index covers the universe 
of fixed-rate, sub-investment-grade debt denominated in euros or other European 
currencies (except Swiss francs).

The Bloomberg Barclays U.S. High Yield Index covers the universe of fixed rate, 
non-investment grade debt. 

The Credit Suisse Leveraged Loan Index tracks the investable leveraged 
loan market by representing tradable, senior-secured, US-dollar denominated, 
noninvestment-grade loans.

The J.P. Morgan EMBI Global Composite Index is an unmanaged index tracking 
dollar-denominated debt instruments issued in emerging markets.

The US 10-Year Treasury is a debt obligation backed by the United States 
government and its interest payments are exempt from state and local taxes. 
However, interest payments are not exempt from federal taxes.

Other

Alpha refers to excess return of the fund relative to the return of the benchmark 
index.

Beta refers to the tendency of a security’s returns to respond to swings in the market.

Buyout is an investment transaction by which the ownership equity of a company 
or a majority share of the stock of the company is acquired.

Distressed securities are financial instruments issued by a company that is near 
or currently going through bankruptcy.

The Dow Jones US RESI Index tracks companies that are both equity owners 
and operators of real estate in the US.

The Global Economic Policy Uncertainty Index is a GDP-weighted measure 
of news references to policy uncertainty.

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

Growth (growth equity) investing is a style of investment strategy that is focused 
on capital appreciation.

Internal Rate of Return (IRR) is an annualized rate-of-return measure that considers 
the time value of money. It describes both how quickly the investor receives cash back 
from the fund over time and how much a fund manager has increased the portfolio’s 
value. If two funds have the same Return on Investment (ROI) multiple but a different 
IRR, the fund with higher IRR returned the cash to investors faster.

Leverage refers to the use of borrowed capital as an investment strategy. 

Populism is a political ideology in which there is a perceived belief in the control 
of the government by “the common man.” 

Quantitative Tightening (QT) consists of large-scale asset sales, shrinking the 
central bank’s balance sheet, and is the reverse of Quantitative Easing (QE).

A recession is defined as a significant decline in economic activity spread across 
the economy, lasting more than a few months, normally visible in real GDP, real 
income, employment, industrial production, and wholesale-retail sales. 

Risk assets refers to assets that carry a degree of price volatility.

The S&P Developed ex-US Property Index measures the performance of real 
estate companies domiciled in countries outside the United States.

The S&P GSCI Commodity Index is a composite index of commodity sector returns, 
representing an unleveraged, long-only investment in commodity futures that is 
broadly diversified across the spectrum of commodities.

Spread is the difference between two prices or interest rates. 

Standard deviation is defined as a measure of the dispersion of a set of data from 
its mean.

Venture is capital invested in a project in which there is a substantial element of risk, 
typically because the project is new or expanding.

Vintage Year is typically the year in which a fund’s investment period begins.

Volatility is a measure of variation of a financial instrument's price.
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Goldman Sachs Asset Management is 
one of the world’s leading investment 
managers. With more than 2,000 
professionals across 33 offices worldwide, 
GSAM provides institutional and individual 
investors with investment and advisory 
solutions, with strategies spanning asset 
classes, industries and geographies. 
Our investment solutions include fixed 
income, money markets, public equity, 
commodities, hedge funds, private 
equity and real estate. Our clients access 
these solutions through our proprietary 
strategies, strategic partnerships and our 
open architecture programs.

Our investment teams represent 
approximately 700 investment 
professionals, capitalizing on the market 
insights, risk management expertise 
and technology of Goldman Sachs. 
We help our clients navigate today’s 
dynamic markets and identify the 
opportunities that shape their portfolios 
and long-term investment goals. We 
extend these global capabilities to the 
world’s leading pension plans, sovereign 
wealth funds, central banks, insurance 
companies, financial institutions, 
endowments, foundations, individuals 
and family offices, for whom we invest or 
advise on more than $1 trillion of assets. 


