
Noise: “No landing fears”

Signal: Despite upside US inflation surprises, we think 

stable long-term inflation expectations and a balanced 

labor market will ease wage growth and service prices. Low 

unemployment rates, improving consumer confidence, and 

real income growth are likely to bolster consumer 

spending—a key pillar of growth. Manufacturing activity is 

also improving. A 'soft landing' is possible, but we remain 

alert to disruptors to inflation trajectories, such as housing 

and commodity prices, and geopolitical instability and 

rising interest rates that may pose challenges to growth.

Investment implications: A spectrum of economic and 

policy outcomes highlights the significance of active 

security selection and dynamic duration management. We 

see value in extending duration to secure attractive yields 

before the onset of cutting cycles.

Noise: “No rate cut expectations”

Signal: While firm inflation data have raised expectations of 

'higher-for-longer' rates, we anticipate the Fed will initiate 

rate cuts this summer. The precise timing will be informed 

by upcoming economic data. In contrast, the policy 

trajectory outside of the US appears more predictable. We 

think the ECB will implement policy easing in June, given 

disinflation progress and decelerating wage growth. 

Additionally, central banks in emerging market economies 

are likely to continue their policy easing as disinflation 

accelerates, though we are alert to upside inflation risks 

posed by currency weakness.

Past performance does not guarantee future results, which may vary. 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. 1 Please contact your sales representative for 
access to the webinar. 

Source: Goldman Sachs Asset Management. 

In our Q2 Fixed Income Outlook, 'Navigating Through the Noise,' we underscore the importance of a focus on 

fundamentals, the utilization of analytical tools, and maintaining a long-term perspective. This approach is crucial for 

differentiating actionable insights—the 'signal'—from the less relevant data, or 'noise.' Below we aim to highlight the 

'signal' within the current economic, policy, and investment landscape, which is often clouded by the market 'noise.'

https://www.gsam.com/content/dam/gsam/pdfs/common/en/public/articles/global-fixed-income/gfi-weekly-updates/gfi-weekly-032224.pdf?sa=n&rd=n
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https://www.gsam.com/content/dam/gsam/pdfs/common/en/public/articles/global-fixed-income/gfi-weekly-updates/gfi-weekly-040524.pdf?sa=n&rd=n
https://www.gsam.com/content/gsam/global/en/market-insights/gsam-insights/2024/2q2024-fixed-income-outlook.html


Investment implications: We think the divergence in policy 

paths will present opportunities for cross-market rate 

views. For instance, rates in the UK, Euro area, Sweden and 

Canada may outperform due to quicker disinflation 

progress and sharper monetary easing. Moreover, a 

decrease in rate volatility, reflecting a more predictable 

path for Fed policy rates, should bolster demand for agency 

mortgage-backed securities. We believe delays in rate cuts 

due to robust economic growth should continue to support 

a positive risk sentiment and benefit fixed income spread 

sectors, including corporate, securitized, and emerging 

market credit.

Noise: “No room for spread compression”

Signal: Tight spreads are indicative of robust fundamentals 

and a favorable technical environment, where high supply 

is met with strong investor demand. Credit metrics, such as 

interest coverage ratios, are near historical high, and higher 

rates have prompted conservative capital management. 

The technical dynamics have also contributed to 

maintaining contained spreads due to the continued 

demand for this asset class. We will be closely analyzing 

the signal on corporate financial health during first quarter 

earnings season. 

Investment implications: Although spreads are tight, yields 

are also elevated, suggesting significant income potential 

across corporate credit. In this context, it is crucial to 

pursue alpha opportunities through active bond selection. 

For instance, BBB-rated bonds present an appealing spread 

premium over A-rated counterparts. Additionally, dynamic, 

and unconstrained solutions that can capture the most 

attractive carry and alpha potential across various fixed 

income spread sectors—including credit, securitized 

sectors, emerging market debt, and municipal bonds—are 

valuable in this environment.

Past performance does not guarantee future results, which may vary. 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.

Source: Goldman Sachs Asset Management. As of April 17, 2024. Secured overnight
financing rate (SOFR). Year-end 2024 SOFR assumed ranges: Recession cuts: below 
2.75%, deep adjustment cuts: 2.75-4.25%, shallow adjustment 4.25-5.25%.

Option-implied probability for year-end 2024 SOFR rate (%)

0

10

20

30

40

50

60

Jan-24 Feb-24 Mar-24 Apr-24

Recession cuts Deep adjustment cuts

Shallow adjustment cuts Hikes or no cuts

Fixed income yields (%)

Source: Goldman Sachs Asset Management, Macrobond, ICE BofAML. April 18, 2024. 
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Source: Goldman Sachs Asset Management. As of April 18, 2024. Abbreviations: Quantitative Easing (QE), Quantitative Tightening (QT), Yield Curve Control (YCC),  Negative Interest Rate 
Policy (NIRP) Pandemic Emergency Purchase Program (PEPP), Asset Purchase Program (APP), Targeted Longer-Term Refinancing Operations (TLTROs), Japanese Government Bond (JGB). 
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.

Interest Rate Policy Balance Sheet Policy Outlook
Our outlook 
relative to market-
implied pricing

Fed Federal funds rate: 5.25-5.5%

Last change: July 2023 (+25bps)

Hiking cycle duration: 17 months

Rate at the start of latest hiking 
cycle: 0.25%

The Fed has engaged in passive QT 
since June 2022, reducing 
reinvestments of proceeds from 
maturing securities held on its 
balance sheet. 

We anticipate a pivot to rate 
cuts this summer. However, we 
recognize that sustained 
inflationary pressures could 
lead to a later start and a 
more measured approach to 
reducing interest rates.

Expected rate at end-2024: 
4.5-4.75%

Slightly dovish

ECB Deposit facility rate: 4%

Last change: September 2023 
(+25bps)

Hiking cycle duration: 15 months

Rate at the start of the latest 
hiking cycle: -0.5%

The ECB began winding down its 
balance sheet in March 2023 and 
ended reinvestments of securities 
purchased through its APP in July 
2023. Reinvestments of proceeds 
from maturing securities purchased 
through the PEPP will be wound down 
from July 2024 and end in December 
2024. 

We think the easing cycle will 
begin this summer 
considering recent growth and 
inflation developments. 
Expected rate at end-2024: 
3.25%

Slightly dovish

BoE Bank Rate: 5.25%

Last change: August 2023 
(+25bps)

Hiking cycle duration: 21 months

Rate at the start of the latest 
hiking cycle: 0.1%

The BoE has been engaged in active 
QT since November 2022. We 
anticipate passive QT would likely 
continue alongside rate cuts; however, 
we think active bond sales may be 
paused. 

We think a series of rate cuts 
will commence around mid-
year. 

Expected rate at end-2024: 
3.75%

Dovish

BoJ Policy deposit rate: 0.10%

Last change: March 2024 
(+20bps)

Duration of negative rates: 98 
months

Rate at start of the latest hiking 
cycle: -0.10%

We think the BoJ will continue to 
purchase JGBs even after ending YCC 
to manage the exit from negative 
rates, but we think purchases in the 
JGB market will gradually reduce over 
time. 

We anticipate further, albeit 
limited, rate hikes, considering 
real rates in Japan remain low 
and financial conditions are 
loose relative to the inflation 
backdrop.  

Expected rate at end-2024: 
0.25%

Slightly hawkish
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Risk Consideration 

Investments in fixed income securities are subject to the risks associated with debt 
securities generally, including credit, liquidity, interest rate, prepayment and extension 

risk. 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.  The value of securities 
with variable and floating interest rates are generally less sensitive to interest rate 

changes than securities with fixed interest rates. Variable and floating rate securities 
may decline in value if interest rates do not move as expected. Conversely, variable and 
floating rate securities will not generally rise in value if market interest rates decline. 

Credit risk is the risk that an issuer will default on payments of interest and principal. 
Credit risk is higher when investing in high yield bonds, also known as junk bonds. 
Prepayment risk is the risk that the issuer of a security may pay off principal more 

quickly than originally anticipated. Extension risk is the risk that the issuer of a security 
may pay off principal more slowly than originally anticipated. All fixed income 
investments may be worth less than their original cost upon redemption or maturity.

The risk of foreign currency exchange rate fluctuations may cause the value of 
securities denominated in such foreign currency to decline in value. Currency exchange 
rates may fluctuate significantly over short periods of time. These risks may be more 

pronounced for investments in securities of issuers located in, or otherwise 
economically tied to, emerging countries. If applicable, investment techniques used to 
attempt to reduce the risk of currency movements (hedging), may not be effective. 

Hedging also involves additional risks associated with derivatives.

Emerging markets investments may be less liquid and are subject to greater risk than 
developed market investments as a result of, but not limited to, the following: 

inadequate regulations, volatile securities markets, adverse exchange rates, and social, 
political, military, regulatory, economic or environmental developments, or natural 
disasters.

When interest rates increase, fixed income securities will generally decline in value. 
Fluctuations in interest rates may also affect the yield and liquidity of fixed income 
securities.

International securities may be more volatile and less liquid and are subject to the risks 
of adverse economic or political developments. International securities are subject to 
greater risk of loss as a result of, but not limited to, the following: inadequate 

regulations, volatile securities markets, adverse exchange rates, and social, political, 
military, regulatory, economic or environmental developments, or natural disasters.

High-yield, lower-rated securities involve greater price volatility and present greater 

credit risks than higher-rated fixed income securities.

Mortgage-related and other asset-backed securities are subject to credit/default, 
interest rate and certain additional risks, including extension risk (i.e., in periods of 

rising interest rates, issuers may pay principal later than expected) and prepayment risk 
(i.e., in periods of declining interest rates, issuers may pay principal more quickly than 
expected, causing the strategy to reinvest proceeds at lower prevailing interest rates).
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Investments in fixed-income securities are subject to credit and interest rate risks. Bond 
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interest rates can result in the decline in the bond’s price. 
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recipient undertakes to keep these materials as well as the information contained herein 

as confidential and not to circulate them to any third party.

Colombia: This presentation does not have the purpose or the effect of initiating, 
directly or indirectly, the purchase of a product or the rendering of a service by Goldman 

Sachs Asset Management to Colombian residents. Goldman Sachs Asset Management’s 
products and/or services may not be promoted or marketed in Colombia or to 
Colombian residents unless such promotion and marketing is made in compliance with 

Decree 2555 of 2010 and other applicable rules and regulations related to the 
promotion of foreign financial and/or securities-related products and/or services in 
Colombia or to Colombian residents. 

Bahrain: FOR INTENDED AUDIENCES ONLY– NOT FOR WIDER DISTRIBUTION

This material has not been reviewed by the Central Bank of Bahrain (CBB) and the CBB 
takes no responsibility for the accuracy of the statements or the information contained 

herein, or for the performance of the securities or related investment, nor shall the CBB 
have any liability to any person for damage or loss resulting from reliance on any 
statement or information contained herein. This material will not be issued, passed to, 

or made available to the public generally.

Kuwait: FOR INTENDED AUDIENCES ONLY– NOT FOR WIDER DISTRIBUTION

The investments described in this document have not been and will not be registered, 

authorised, licensed or approved for offering, marketing or sale in the State of Kuwait 
pursuant to Law No. 31 of 1990 and Law No. 7 of 2010 nor by the Central Bank of 
Kuwait or any other relevant Kuwaiti government agency and shall not be offered or 

sold in the State of Kuwait, except in compliance with the above. No private or public 
offering is being made in the State of Kuwait, and no agreement relating to the sale of 
such investments will be concluded in the State of Kuwait. No marketing or solicitation 

or inducement activities are being used to offer or market such investments in the State 
of Kuwait.

Oman: FOR INTENDED AUDIENCES ONLY– NOT FOR WIDER DISTRIBUTION

The Capital Market Authority of the Sultanate of Oman (the "CMA") is not liable for the 
correctness or adequacy of information provided in this document or for identifying 
whether or not the services contemplated within this document are appropriate 

investment for a potential investor. The CMA shall also not be liable for any damage or 
loss resulting from reliance placed on the document.

Qatar: FOR INTENDED AUDIENCES ONLY– NOT FOR WIDER DISTRIBUTION 

This document has not been, and will not be, registered with or reviewed or approved by 
the Qatar Financial Markets Authority, the Qatar Financial Centre Regulatory Authority 
or Qatar Central Bank and may not be publicly distributed. It is not for general 

circulation in the State of Qatar and may not be reproduced or used for any other 
purpose.

Saudi Arabia: FOR INTENDED AUDIENCES ONLY– NOT FOR WIDER DISTRIBUTION

The Capital Market Authority does not make any representation as to the accuracy or 
completeness of this document, and expressly disclaims any liability whatsoever for any 
loss arising from, or incurred in reliance upon, any part of this document. If you do not 

understand the contents of this document you should consult an authorised financial 
adviser.

FOR INTENDED AUDIENCES ONLY– NOT FOR WIDER DISTRIBUTION 

These materials are presented to you by Goldman Sachs Saudi Arabia Company 
("GSSA"). GSSA is authorised and regulated by the Capital Market Authority (“CMA”) in 
the Kingdom of Saudi Arabia. GSSA is subject to relevant CMA rules and guidance, 

details of which can be found on the CMA’s website at www.cma.org.sa.

The CMA does not make any representation as to the accuracy or completeness of these 
materials, and expressly disclaims any liability whatsoever for any loss arising from, or 

incurred in reliance upon, any part of these materials. If you do not understand the 
contents of these materials, you should consult an authorised financial adviser.

United Arab Emirates: FOR INTENDED AUDIENCES ONLY– NOT FOR WIDER DISTRIBUTION

This document has not been approved by, or filed with the Central Bank of the United 
Arab Emirates or the Securities and Commodities Authority. If you do not understand 
the contents of this document, you should consult with a financial advisor.

South Africa: Goldman Sachs Asset Management International is authorised by the 
Financial Services Board of South Africa as a financial services provider.

By receiving this presentation, and in case any contact is made with Goldman Sachs 

Asset Management, each recipient resident in Colombia acknowledges and agrees that 
it has contacted Goldman Sachs Asset Management at its own initiative and not as a 
result of any promotion or publicity by Goldman Sachs Asset Management or any of 

their respective agents or representatives. Colombian residents acknowledge that (1) 
the receipt of this presentation does not constitute a solicitation from Goldman Sachs 
Asset Management for its products and/or services, and (2) they are not receiving from 

Goldman Sachs Asset Management any direct or indirect promotion or marketing of 
financial and/or securities-related products and/or services. 

This presentation is strictly private and confidential and may not be reproduced or used 

for any purpose other than evaluation of a potential investment in Goldman Sachs Asset 
Management’s products or the procurement of its services by the recipient of this this 
presentation or provided to any person or entity other than the recipient of this this 

presentation. 

The opinions expressed in this research paper are those of the authors, and not 
necessarily of Goldman Sachs Asset Management. The investments and returns 

discussed in this paper do not represent any Goldman Sachs product.

This research paper makes no implied or express recommendations concerning how a 
client’s account should be managed. This research paper is not intended to be used as a 

general guide to investing or as a source of any specific investment recommendations.

This report is produced and distributed by the Global Investment Research Division of 
Goldman Sachs and is not a product of Goldman Sachs Asset Management. The views 

and opinions expressed may differ from those of Goldman Sachs Asset Management or 
other departments or divisions of Goldman Sachs and its affiliates. This research is not 
an offer to sell or the solicitation of an offer to buy any security in any jurisdiction 

where such an offer or solicitation would be illegal. It does not constitute a personal 
recommendation or take into account the particular investment objectives, financial 
situations, or needs of individual clients. Clients should consider whether any advice or 

recommendation in this research is suitable for their particular circumstances and, if 
appropriate, seek professional advice, including tax advice. This information may not be 
current and Goldman Sachs Global Investment Research has no obligation to provide 

any updates or change.



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.  The exclusion of 
“failed” or closed hedge funds may mean that each index overstates the performance of 

hedge funds generally.

Sector Spread Indexes

US Investment Grade Corporates: ICE BofAML US Corporate Index

US High Yield Corporates: ICE BofAML US Corporate High Yield Index

European Investment Grade Corporates: ICE BofAML Euro Corporate Index

European High Yield Corporates: ICE BofAML Euro High Yield Index

ABS: ICE BofAML US Fixed Rate Asset-Backed Securities Index

MBS: ICE BofAML US Agency Mortgage-Backed Securities Index

CMBS: ICE BofAML US Fixed Rate Commercial Mortgage-Backed Securities Index

EM External Debt: J.P. Morgan, EMBI Global Diversified Face Constrained Index

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.

Abbreviations: US Federal Reserve (Fed),  European Central Bank (ECB), Bank of 

England (BoE), Bank of Japan (BoJ), Swiss National Bank (SNB),  Central Bank of 
Sweden (Riksbank), Reserve Bank of New Zealand (RBNZ),  Central Bank of Norway 
(Norges Bank) Bank of Canada (BoC), Reserve Bank of Australia (RBA), Quantitative 

Easing (QE), Quantitative Tightening (QT), Pandemic Emergency Purchase Program 
(PEPP), Consumer price index (CPI), producer price index (PPI), developed markets (DM), 
emerging markets (EM), Japanese Government Bond (JGB). Mortgage-backed securities 

(MBS), Asset-backed securities (ABS).

Confidentiality

No part of this material may, without Goldman Sachs Asset Management’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.

Jurisdiction compliance code: 330569-TMPL-08/2023-1852222. 
Compliance Code: 367184-OTU-2011534.

© 2024 Goldman Sachs. All rights reserved. 
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