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Executive Summary
Unprecedented, Uncertain, and Unbelievable 

 Unprecedented Risk: Over 80% of COVID-19 cases are mild 

or asymptomatic, forcing ~95% of economies to lockdown.  

 Record Speed: The S&P 500’s quick plunge into bear market 

territory and partial retracement have been historically swift in 

both directions. 

 Record Uncertainty: On March 16th, the VIX Index touched 

an all-time high of 82.7, reflecting concerns about the scope of 

coronavirus impact and strained market illiquidity. 

 Record Lows: Investors fleeing to safe haven investments 

pushed the entire US Treasury curve below 1.0% for the first 

time in history. Additionally, the May WTI Crude Oil contract 

closed on April 20th at -$38, reflecting the collision of contract 

expiration, excess supply, plummeting demand, and limited 

storage capacity. 

 Record Highs: Cumulatively, US Initial Jobless Claims have 

risen over 47 million since mid-March, suggesting a spike in 

the unemployment rate to at least 23%. 

 Record Policy: As the US CARES Act approaches 13% of 

US GDP, fiscal policy has been sizeable and well-targeted.

The Federal Reserve has lowered interest rates, expanded 

liquidity facilities, and provided an open-end commitment to 

broadened balance sheet expansion totaling at least $5T in 

financial support. 

 Bottom Line: Physical separation policies appear to be 

working, but have simultaneously unleashed a sudden global 

economic deceleration. In our opinion, the recovery will be 

similar to the decline...idiosyncratic and discriminant. 

Top 10 Largest Single Day S&P 500 Moves

A Swift Retracement

Left Source: Bloomberg, Goldman Sachs Global Investment Research, and GSAM. As of June 29, 2020. Top Right Chart Source: Bloomberg and GSAM. As of May 31, 2020. Chart shows the 
largest single day moves in the S&P 500 index in the post-war era. Shading reflects single day moves that occurred in March-April 2020. Bottom Right Chart Source: Bloomberg and GSAM. As of 
May 31, 2020. Chart shows the number of months for the S&P 500 Index to retrace at least 50% of prior drawdowns. Past performance does not guarantee future results, which may vary.

Date Positive Return Date Negative Return

10/13/08 12% 10/19/87 (20)%

10/28/08 11% 3/16/20 (12)%

3/24/20 9% 3/12/20 (10)%

3/13/20 9% 10/15/08 (9)%

10/21/87 9% 12/1/08 (9)%

3/23/09 7% 9/28/08 (9)%

4/6/20 7% 10/26/87 (8)%

11/13/08 7% 10/9/08 (8)%

11/24/08 6% 3/9/20 (8)%

3/10/09 6% 10/27/97 (7)%
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COVID-19 Update

Source: Bloomberg, World Health Organization, and GSAM. As of June 29, 2020. Past performance does not guarantee future results, which may vary.
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Equity Market Concentration (%) 

Sources of Volatility

Source: Bloomberg, Goldman Sachs Global Investment Research, and GSAM. As of June 29, 2020. Bottom Left Chart Notes: Chart shows the market capitalization of the five largest companies in 
the S&P 500 as a share of the S&P 500 Index total. Bottom Right Chart Notes: Chart shows the 10-day average of the median bid-ask spread of companies in the S&P 500 index. ”Bp” refers to 
basis point, equal to 1/100th of 1% or 0.01%. Past performance does not guarantee future results, which may vary.
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Sources of Stability

Top Table Source: Haver, Federal Reserve, Goldman Sachs Global Investment Research, CNBC, and GSAM. As of May 31, 2020. ‘PCE’ refers to personal consumption expenditures, the Federal 
Reserve’s target measure of inflation. ‘GFC’ refers to the Global Financial Crisis, which began in 2007. Bottom Left Chart Source: Goldman Sachs Global Investment Research and GSAM. As of 
March 31, 2020. Bottom Right Chart Source: Federal Reserve of St Louis and GSAM. As of December 31, 2019, latest available data. Leverage refers to household liabilities as a percent of 
household assets. Past performance does not guarantee future results, which may vary.
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Global Growth 

Source: Goldman Sachs Global Investment Research, World Health Organization, and GSAM. As of June 23, 2020. 
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US Growth 

Source: Goldman Sachs Global Investment Research and GSAM. As of June 23, 2020. 

Key Drivers for Lower Growth

• Sharp contraction in March and April

• Consumers and businesses continue to cut 

back on spending
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Global Growth Outlook 

Source: Goldman Sachs Global Investment Research and GSAM. As of June 23, 2020. ‘F’ refers to forecast. ‘Cons.’ refers to consensus expectations. 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. Past performance does not guarantee future 
results, which may vary.

Growth expectations have been revised

Real GDP Growth

Percent Change YoY
2018 2019 2020 (f) 2021 (f)

GS Cons. GS Cons.

US 2.9 2.3 -4.2 -3.9 5.8 3.8

Japan 0.8 1.1 -5.6 -3.4 3.3 1.7

Euro Area 1.9 1.2 -9.4 -5.5 8.8 4.5

UK 1.4 1.3 -10.4 -5.1 7.0 4.0

China 6.6 6.1 3.0 2.0 6.5 8.0

India 7.4 5.2 -3.2 4.5 4.7 2.3

Russia 2.3 1.3 -4.0 -3.0 5.0 3.0

Brazil 1.1 1.2 -7.7 -3.0 4.0 2.9

Developed Markets 2.3 1.8 -6.0 -4.0 6.4 3.5

Emerging Markets 5.1 4.3 -1.1 1.0 6.0 5.5

World 3.8 3.1 -3.4 -1.5 6.1 3.6
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Policy Response

Source: Goldman Sachs Global Investment Research and GSAM. As of May 31, 2020. ‘Avg DM’ refers to the GDP-weighted average change in central bank balance sheets for the following: Fed, 
ECB, BOJ, BOE, and RBA and BOC (not shown on the chart). 

Aggressive policy has been supportive of markets 
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Global Markets Outlook 

Source: Goldman Sachs Global Investment Research and GSAM. As of June 22, 2020. 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. Past performance does not guarantee future results, which may vary.

Risk assets may moderate going forward

Current

Level
12m Forecast

Forecast 

Upside/Downside (%)

Equities Index level Total Return

S&P 500 ($) 3098 3100 2.0

Stoxx Europe 600 (€) 365 380 7.3

Topix (¥) 1583 1675 8.3

10 Year Gov. Bonds Yield (%) Total Return

US 0.70 1.24 -3.9

Germany -0.42 -0.06 -3.3

Japan 0.01 0.1 -0.5

UK 0.24 0.55 -2.2

Corporate Bonds Spread Total Return

Bloomberg Barclays US IG 147 125 1.3

Bloomberg Barclays US HY 577 466 7.2

iBoxx EUR IG 149 121 1.3

BAML EUR HY 506 425 5.1

Commodities Spot Price Spot Return

WTI ($/bbl) 39 48.5 24.9

Copper ($/mt) 5829 6500 11.5

Gold ($/troy oz) 1741 2000 14.9
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Emerging Markets refers to the MSCI Emerging Market Index. Past performance does not guarantee future results, which may vary.
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Global Equity Valuation

The current level of global equity valuation provides a potentially attractive entry point

Source: Goldman Sachs Global Investment Research and GSAM as of May 31, 2020. Valuation for the MSCI ACWI Index from a combination of NTM P/E, LTM P/E, LTM P/B, and LTM P/D data.
Analysis from January 31, 1973- May 31, 2020. 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. Past performance does not guarantee future results, which may vary.
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US Investment Grade Valuation

Investment Grade Spread (bp)

Source: Bloomberg Barclays and GSAM. As of May 31, 2020. Chart refers to the Bloomberg Barclays Corporate Investment Grade Index. ‘OAS’ refers to Options Adjusted Spread. Analysis from
January 31, 1973- May 31, 2020. 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. Past performance does not guarantee future results, which may vary.
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US High Yield Valuation

High Yield Spread (bp)

Source: Bloomberg Barclays and GSAM. As of May 31, 2020. Chart refers to the Bloomberg Barclays High Yield Index. ‘OAS’ refers to Options Adjusted Spread. Analysis from January 31, 1983-
May 31, 2020. 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. Past performance does not guarantee future results, which may vary.
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Source:  MMD and GSAM. As of May 31, 2020. ‘MMD/Treasury Ratios’ refers to the yield of AAA-rated municipal bonds versus US Treasury bonds of the same maturity. 
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Volatility

Source: Bloomberg and GSAM. From January 31, 2007 to May 31, 2020. Chart shows the CBOE Volatility (VIX) Index, a common measure of implied S&P 500 Index volatility, and the average 

during this period. Past performance does not guarantee future results, which may vary. 
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Volatility

Source: Bloomberg as of May 31, 2020. Chart reflects the number of incremental daily price changes in the S&P 500 during the last 5 bear markets, in 2020, 2008, 2002, 1990, 1987, and across a 
long-term average using data since 1928, the index inception. Numbers are calculated on a cumulative basis (e.g., number of 1% S&P 500 daily changes will include counts of daily changes 
exceeding 1%). Past performance does not guarantee future results, which may vary.

Bear Market Volatility
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Bear Market Review

Characteristics of a Bear Market

US Bear Markets and Recoveries

Source: Goldman Sachs Global Investment Research and GSAM. As of May 31, 2020. Analysis from 1928 to present. Bear market refers to a drawdown from peak-to-trough of 20% or greater. 
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Source: Bloomberg and GSAM. As of May 31, 2020. ‘Bear market’ refers to a peak-to-trough decline of 20% or greater. ‘Average Bear Market Decline (Growth of $100)’ refers to the average equity 
drawdown and recovery for bear markets in the post-war era. Past performance does not guarantee future results, which may vary. 

Recovery

Cash invested after the bear bottom has still enjoyed favorable results
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2020 Presidential Snapshot

Source: Real Clear Politics and GSAM. As of May 31, 2020. For illustrative purposes only. 

101 Swing = Path to election

10

The path to 270 electoral college votes may run through six toss-up states
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Source: Bloomberg, PredictIt, VoteView, and GSAM. As of May 31, 2020. 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.
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Policy Risk

Source: Strategas and GSAM. As of May 31, 2020. Votes refer to the number of Senate votes necessary to pass policy. For illustrative purposes only  
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• Healthcare: Reversing ACA deregulation, 

drug pricing, legalizing marijuana 

• Environment: Ban fracking on federal 

land, stricter regulations and standards

• Education: Regulate for-profit higher ed

institutions 

• Corporates: Limit stock buybacks, stricter 

merger approval

• Finance: Regulate banking activities

• Trade policy: Trade deals, tariffs, 

investigations

• Immigration60 votes –

Major policy 

changes highly 

unlikely
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Fiscal policy 

changes likely 

moderated
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order

Progressive policy implementation may be limited to executive orders
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Key Takeaways

Acute period of uncertainty and global recession

 Unprecedented nature of coronavirus and medically-targeted policy

 Near-term growth drag followed by sequential acceleration

Markets and economy recover in 2H 2020

 Substantial fiscal and monetary policy support

 Episodic volatility continues

Pre-emptive risk management

 Tail risk from coronavirus, liquidity, and elections 

 Diversification is strategic, not tactical

Source: GSAM. As of May 31, 2020. Diversification does not protect an investor from market risk and does not ensure a profit.
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Risk Considerations

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. 

Investments in foreign securities entail special risks such as currency, political, economic, and market risks. These risks are heightened in emerging markets.

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).

Investments in commodities may be affected by changes in overall market movements, commodity index volatility, changes in interest rates or factors affecting a particular industry or commodity.

The currency market affords investors a substantial degree of leverage. This leverage presents the potential for substantial profits but also entails a high degree of risk including the risk that losses 

may be similarly substantial. Such transactions are considered suitable only for investors who are experienced in transactions of that kind. Currency fluctuations will also affect the value of an 

investment.

The above are not an exhaustive list of potential risks. There may be additional risks that are not currently foreseen or considered.
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Disclosures

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.

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 presentation and may be subject to change, they should not be construed as investment advice.

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 presentation 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.

This material is provided for informational purposes only. It is not an offer or solicitation to buy or sell any securities.

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.

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.

GSAM leverages the resources of Goldman Sachs & Co. LLC subject to legal, internal and regulatory restrictions. 

© 2020 Goldman Sachs. All rights reserved.

Date of First Use: June 3, 2020. Compliance Code: 205991-OTU-1207388
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Disclosures

Equities

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 Chicago Board Options Exchange Volatility Index (VIX) reflects a market estimate of future volatility, based on the weighted average of the implied volatilities for a wide range of strikes. 

The Chicago Board Options Exchange SKEW Index ("SKEW") is an index derived from the price of S&P 500 tail risk. Similar to VIX®, the price of S&P 500 tail risk is calculated from the prices of 

S&P 500 out-of-the-money options.

Fixed Income

The 10-Year Treasury is a US Treasury debt obligation that has a maturity of 10 years.

Other

CAPE Ratio is the cyclically adjusted price-to-earnings ratio and is defined as price divided by the average of ten years of earnings, adjusted for inflation.

Cash flow yield (CFO) refers to the cash flow from operations as a percentage of market capitalization, representing the income created by an investment. 

EBITDA refers to earnings before interest, taxes, depreciation, and amortization, and is a measure of a company's overall financial performance.

EPS refers to earnings per share.

Euro area refers to the Eurozone. The Eurozone is comprised of Austria, Belgium, Cyprus, Estonia, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg, Malta, the Netherlands, Portugal, 

Slovakia, Slovenia, and Spain.

EV refers to enterprise value, the total value of a firm as calculated by the total market capitalization, plus total debt, less cash. 

P/E refers to the price to earnings ratio.

Volatility is a measure of variation of a financial instrument’s price. 

Yield gap is the ratio of the dividend yield of the S&P 500 to a denominator of the yield of the 10-Year US Treasury.

Glossary


