
• US Exceptionalism: The US economy grew by 2.5% in 

2024, following a 3.2% expansion in 2023, and added 

100,000 more jobs than previously estimated. The 

unemployment rate remains low at 4%, and wage 

growth has recently increased. Meanwhile, core CPI 

inflation has stayed around 3.2-3.3% since last May. 

• Fed Patience: Economic strength and stalled disinflation 

progress suggest that the Fed will hold off on making 

further adjustments until there is more evidence of 

disinflation and clarity on trade policy. However, the 

likelihood of the Fed pivoting towards rate hikes in the 

near term is also low, as Chair Powell has noted that 

long-term inflation expectations remain anchored, and 

the labor market is not a source of inflationary pressure. 

Our central scenario is that the Fed will resume cutting 

rates in the second half of the year as inflation slows—a 

scenario that we believe is underpriced by the market.

• Potential cyclical uplift from reduced geopolitical risks: 

Markets currently estimate a 65% chance of a ceasefire 

in Ukraine this year¹. If a ceasefire occurs, Goldman 

Sachs Global Investment Research predicts that Euro 

area growth could increase by 0.2-0.5%². This growth 

would be driven by improved consumer confidence, a 

more stable flow of Russian natural gas, the 

reconstruction of Ukraine’s infrastructure, and 

potentially easier financial conditions, which tightened 

across Europe at the onset of the conflict. 

• Continued headwinds from tariff risks: However, the 

region's growth, which expanded by less than 1% in 

2024, still faces risks from potential US tariffs. 

Source: Goldman Sachs Asset Management, Goldman Sachs Global Investment Research CEEMEA Economics Analyst Ukraine — Rising Market Expectations for a Peace Deal (February 11, 
2025), ²European Economics Analyst Potential Economic Implications of a Ceasefire in Ukraine (February 13, 2025).

• New US tariffs on steel and aluminium, along with 

possible reciprocal tariffs on EU goods, are unlikely to 

significantly impact the region's growth rate. But a 10% 

tariff on all US imports from the EU could present a 

substantial growth shock, potentially offsetting any 

positive effects from a Ukraine ceasefire. 

• More ECB easing in store: Given the prospects of lower 

headline inflation and modestly higher growth, we think 

a ceasefire is unlikely to significantly impact ECB policy 

in the near term. We continue to expect a series of rate 

cuts in the coming months.

Source: University of Michigan, Bloomberg, Goldman Sachs Asset Management. 
As of February 2025.

Republicans appear to expect no inflation over the coming year while 
Democrat inflation expectations have tripled over the last six months
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Bottom Line: So far this year, investors have processed a 

large volume of new information related to disruptive 

technologies, US policy shifts, and geopolitical 

uncertainties. Despite all the noise, fixed income spreads 

have remained relatively stable, and rate markets where 

we anticipate ongoing monetary easing, such as the UK, 

have performed well.

Key Fixed Income Themes

Income Essentials: Despite tight fixed income spreads, we 

don't foresee a turn in the credit cycle this year. The income 

potential in corporate bonds and securitized sectors 

remains attractive, with minimal downgrade and default 

activity expected. Given relative valuations, we prefer high 

yield corporate credit and securitized sectors over 

investment grade credit.

Diversified Duration: We are cautious about directional 

interest rate exposures considering near-term Fed policy 

uncertainty. Instead, we prefer relative value exposures, 

favoring interest rates in countries with weak growth 

and slowing inflation, where trade headwinds would 

support dovish central bank actions, such as Canada, the 

UK, and Sweden. In contrast, we expect continued rate 

hikes in Japan and a cautious easing cycle in Australia, so 

we are underweight rates in these markets on a relative 

value basis.

Divergent Curve Dynamics: US trade policy uncertainty 

implies a flatter US yield curve, as short-term yields stay 

high due to limited prospects of near-term Fed rate cuts, 

while long-term yields trend lower due to weaker growth 

implications of tariffs. We think Japan's yield curve may 

also flatten as market pricing adjusts to further near-term 

BoJ policy normalization. Conversely, we expect the 

European yield curve to steepen as the ECB continues its 

monetary easing. Additionally, there is potential for less 

demand for long-term European bonds over time as Dutch 

pension plans adjust their hedging to a new pension 

regime. This reduced demand eases the recent flattening 

pressure on longer-dated bond yields and may see longer-

term yields rise.

Source: Goldman Sachs Asset Management, Bloomberg. 

Capitalizing on Currency Volatility: Currency markets have 

been highly responsive to trade headlines. For instance, the 

Canadian dollar was the worst-performing G10 currency in 

January, which was the most active month for currency 

options since February 2020. We see value in using options 

to capture investment opportunities in currency markets, 

helping us manage tariff risks and concerns around 

persistent US inflation. This strategy includes using 

currency options to benefit from increased currency 

volatility and a stronger US dollar. Additionally, we think 

the market underprices the risk of an eventual weakening 

of the Chinese yuan owing to ongoing tariff developments.
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Source: Goldman Sachs Asset Management. As of February 14, 2025. Abbreviations: Pandemic Emergency Purchase Program (PEPP). 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. 
The neutral rate estimates come with a degree of uncertainty. They are derived from a combination of fundamental, market, and model-based assessments. The ranges for the Fed, BoE and 
BoJ reflect the diversity of these estimates. For the ECB, the range represents the spectrum of policymakers' estimates, which has been adjusted based on our discretionary perspective. 
Estimated neutral rates by central banks are as follows: BoE 2-3%, BoJ 1-2.5%, Fed 2.4-3.8%, ECB 1.5-3%. The economic and market forecasts presented herein have been generated by 
Goldman Sachs Asset Management for informational purposes as of the date of this presentation. They are based on proprietary models and there can be no assurance that the forecasts 
will be achieved.  Please see additional disclosures at the end of this presentation. 

INTEREST RATE POLICY BALANCE SHEET POLICY OUTLOOK

OUR OUTLOOK 
RELATIVE TO 
MARKET-IMPLIED 
PRICING

Fed Federal funds rate: 4.25-4.5%

Last change: December and November 

2024 (-25bps), September 2024 (-

50bps)

Hiking cycle duration: 17 months

Rate at the start of latest hiking 

cycle: 0.25%

The Fed has been reducing its 

balance sheet passively since 

June 2022. The FOMC decided to 

decrease the pace of this reduction 

starting in June 2024, with the 

monthly runoff scaling down from 

$60 billion to $25 billion.

Recent labor market data delays 

the timeline for further rate cuts 

beyond Q1. 

Expected rate at end-2025: 

3.75-4%

Neutral rate estimate: 2.75-3.50% 

Slightly dovish

ECB Deposit facility rate: 2.75%

Last change: January 2025, December, 

October, November and September 

2024 (-25bps)

Hiking cycle duration: 15 months

Rate at the start of the latest hiking 

cycle: -0.5%

The ECB started reducing its 

balance sheet in March 2023 and 

ceased reinvestments from its APP 

in July 2023. The reinvestment of 

proceeds from maturing securities 

under the PEPP will gradually 

decrease starting July 2024 and 

conclude in December 2024.

We expect consecutive 0.25% rate 

cuts until the policy rate reaches 

1.5%. 

Expected rate at end-2025: 1.5%

Neutral rate estimate: 2.0 – 2.25%

Slightly dovish

BoE Bank Rate: 4.5%

Last change: February 2025 and 

November 2024 (-25bps)

Hiking cycle duration: 21 months

Rate at the start of the latest hiking 

cycle: 0.1%

The BoE has actively been reducing 

its balance sheet since November 

2022. At the September 2024 

meeting, the MPC voted to 

maintain the pace of gilt stock 

reduction at £100bn. Given higher 

redemptions, this implies a notable 

reduction in the pace of active 

sales.

We believe the BoE will cut rates at 

each Monetary Policy Report 

meeting in 2025 (May, August, 

November), and possibly in June.

Expected rate at end-2025: 3.50%

Neutral rate estimate: 2.50-3.0%

Dovish

BoJ Policy deposit rate: 0.5%

Last change: January 2025 (+25bps), 

July 2024 (+15bps), March 2024 

(+20bps)

Duration of negative rates: 

98 months

Rate at start of the latest hiking 

cycle: -0.10%

The gradual reduction plan for 

Japanese Government Bond 

purchases is from around ¥6tn per 

month to around ¥3tn over 18-

months. 

We anticipate additional rate hikes 

in 2025 given wage growth and 

price pressures. 

Expected rate at end-2025: 1%

Neutral rate estimate: 1.0-1.50%

Hawkish



Past performance does not predict future returns and 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.



The Fixed Income Insights team leverages the expertise of over 
400 fixed income professionals across 9 global locations to 
provide insights on the global economy and investment 
environment. Our key publications include the weekly Fixed 
Income Musings and the quarterly Fixed Income Outlook. We also 
engage with clients worldwide through webinars, events, and 
one-on-one meetings, and regularly contribute to financial 
media, including TV, podcasts, and print.

Fixed Income Musings Weekly views on the global economy, economic policy and fixed income markets.

Navigating Fixed Income Perspectives on investment opportunities across fixed income markets.

Quarterly Fixed Income Outlook Outlook on the economic landscape and key investment views.

Fixed Income Espresso Quick-take insights on market-moving events.

Asset Management Perspectives Explores today’s risks and tomorrow’s solutions across public and private markets.

Asset Management Outlook Overview of investment opportunities and key market trends across asset classes.

Watch

Read

Listen
Goldman Sachs Exchanges Investors and analysts break down the key issues shaping the global economy.

The Markets Strategists, investors and analysts break down the key issues moving markets.

Investment Webinars Leaders and strategists discuss opportunities and risks across financial markets.

Fixed Income Musings                   Explore Prior Editions

Learn more at am.gs.com
and follow us on LinkedIn
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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.

Collateralized loan obligations (“CLOs”) involve many of the risks associated with debt 
securities, including interest rate risk, credit risk, default risk, and liquidity risk. The 
risks of an investment in a CLO also depend largely on the quality and type of the 

collateral and the class or “tranche” of the CLO. There is the possibility that the strategy 
may invest in CLOs that are subordinate to other classes. CLOs also can be difficult to 
value and may be highly leveraged (which could make them highly volatile). The use of 

CLOs may result in losses.

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).

Disclosures

Views and opinions are current as of date of publication and may be subject to change, 

they should not be construed as investment advice.

Views and opinions expressed are for informational purposes only and do not constitute a 
recommendation by Goldman Sachs Asset Management to buy, sell, or hold any security. 

Individual portfolio management teams for Goldman Sachs Asset Management may 
have views and opinions and/or make investment decisions that, in certain instances, 
may not always be consistent with the views and opinions expressed herein. 

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

The website links provided are for your convenience only and are not an endorsement or 
recommendation by Goldman Sachs Asset Management of any of these websites or the 
products or services offered. Goldman Sachs Asset Management is not responsible for 

the accuracy and validity of the content of these websites.

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.

This information discusses general market activity, industry or sector trends, or other 

broad-based economic, market or political conditions and should not be construed as 
research or investment advice. This material has been prepared by Goldman Sachs Asset 
Management and is not financial research nor a product of Goldman Sachs Global 

Investment Research (GIR). It was not prepared in compliance with applicable provisions 
of law designed to promote the independence of financial analysis and is not subject to 
a prohibition on trading following the distribution of financial research. The views and 

opinions expressed may differ from those of Goldman Sachs Global Investment 
Research or other departments or divisions of Goldman Sachs and its affiliates. 
Investors are urged to consult with their financial advisors before buying or selling any 

securities. This information may not be current and Goldman Sachs Asset Management 
has no obligation to provide any updates or changes. 

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.

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. 

THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR SOLICITATION IN ANY 
JURISDICTION WHERE OR TO ANY PERSON TO WHOM IT WOULD BE UNAUTHORIZED OR 

UNLAWFUL TO DO SO. 

Prospective investors should inform themselves as to any applicable legal requirements 
and taxation and exchange control regulations in the countries of their citizenship, 

residence or domicile which might be relevant.

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, 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.
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United Kingdom: 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.

European Economic Area (EEA): This financial promotion is provided by Goldman Sachs 
Asset Management B.V. This marketing communication is disseminated by Goldman 
Sachs Asset Management B.V., including through its branches (“GSAM BV”). GSAM BV is 

authorised and regulated by the Dutch Authority for the Financial Markets (Autoriteit 
Financiële Markten, Vijzelgracht 50, 1017 HS Amsterdam, The Netherlands) as an 
alternative investment fund manager (“AIFM”) as well as a manager of undertakings for 

collective investment in transferable securities (“UCITS”). Under its licence as an AIFM, 
the Manager is authorized to provide the investment services of (i) reception and 
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financieros y/o del mercado de valores por parte de Goldman Sachs Asset Management. 

Esta presentación es estrictamente privada y confidencial, y no podrá ser reproducida o 

utilizada para cualquier propósito diferente a la evaluación de una inversión potencial 
en los productos de Goldman Sachs Asset Management o la contratación de sus 
servicios por parte del destinatario de esta presentación, no podrá ser proporcionada a 

una persona diferente del destinatario de esta presentación. 

Bahrain: FOR INFORMATION 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 INFORMATION ONLY – NOT FOR WIDER DISTRIBUTION

This material has not been approved for distribution in the State of Kuwait by the 
Ministry of Commerce and Industry or the Central Bank of Kuwait or any other relevant 

Kuwaiti government agency. The distribution of this material is, therefore, restricted in 
accordance with law no. 31 of 1990 and law no. 7 of 2010, as amended. No private or 
public offering of securities is being made in the State of Kuwait, and no agreement 

relating to the sale of any securities will be concluded in the State of Kuwait. No 
marketing, solicitation or inducement activities are being used to offer or market 
securities in the State of Kuwait.

Oman: FOR INFORMATION 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 INFORMATION 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 INFORMATION 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.

United Arab Emirates: FOR INFORMATION 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.

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

US Municipals: ICE BofAML Municipal Securities Index

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

MBS: ICE BofAML US Agency Mortgage-Backed Securities Index

CMBS: ICE BofAML Fixed Rate AAA Rated CMBS 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: 386623-TMPL-09/2024-2100939.

Compliance Code: 412085-OTU-2205222

© 2025 Goldman Sachs. All rights reserved. 
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