
Bottom line: As Q2 corporate earnings reports continue, 

especially in the high yield market, our review of releases 

so far indicates that credit fundamentals for both 

investment grade and high yield companies remain strong. 

However, an increasing number of high yield companies are 

reporting below expectations, and some companies across 

both investment grade and high yield are facing challenges 

from shifting consumer spending patterns. These trends 

reinforce the importance of active security selection. 

Overheard from our investment grade credit team

¹ Based on last twelve-month EBITDA (earnings before interest, tax, depreciation and amortization)/interest expense for the median non-financial US company that we have data for. 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 Global Investment Research US Economics Analyst Earnings 
Season Takeaways: Consumer Worries Overblown, Election Uncertainty Weighing on 
Capex, Labor Market Rebalanced (August 18, 2024).

Net sentiment in discussions around the US consumer in earnings calls (index)

30

35

40

45

50

55

60

65

70

2010 2012 2014 2016 2018 2020 2022 2024

Greater Share of Discussions 
About Consumers Have

Positive Sentiment

Overheard from our high yield credit team

Interest coverage¹ has decreased from pandemic 

highs of nearly 14x to around 10x but is in line with 

the pre-pandemic level. This indicates adequate debt 

servicing capacity despite a 30bps rise in the cost of 

debt for the median non-financial US company.” 

Stephen Waxman, head of the global investment 

grade research 

Adequate interest coverage ratios reflect strong 

earnings growth and financial discipline instilled by 

higher rates. The median non-financial US company 

has seen a modest pace of debt balance increases of 

less than 1% year-over-year, resulting in stable 

leverage ratios, and many companies display 

controlled expenditures on capex, share buybacks, 

and dividends.” Ben Johnson, global head of corporate 

credit 

BBB-rated issuers show better financial conservatism 

compared to higher quality companies, reinforcing 

our overweight exposure to this rating cohort in both 

our Global and US investment grade portfolios.” Himin 

Patel, co-head of investment grade credit 

Most HY companies have reported in line or better 

than expectations, but the share of misses has 

increased compared to recent quarters. This 

highlights the need for a more selective approach as 

earnings growth decelerates.” Chris Stadtler, high 

yield credit research analyst 

Companies experiencing weaker earnings growth are 

often in the communications and media sectors facing 

secular challenges from digital disruption. We are 

underweight both sectors considering these 

headwinds and selective in our exposures.” Jason 

Lightening, high yield credit research analyst

https://am.gs.com/public-assets/documents/fd6356a7-5bec-11ef-90a3-a54ef9619ece


Micro Meets Macro: Anecdotes from management teams during the latest earnings releases suggest continued expansion 

in the US, rather than a recession, consistent with insights shared on August 9.

Source for all charts: GS Dataworks, Goldman Sachs Global Investment Research, as of August 18, 2024. Note: NBER-defined recessions shaded. ² The Inflation Reduction Act (IRA) is a 
significant piece of US legislation that aims to spur green technologies by offering substantial subsidies to various industries. 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.

*On Russell 3000 quarterly conference calls. Keywords include layoffs. 

*Keywords include wages, salaries, and labor costs. 

• Company sentiment around the US consumer has 

reached its highest level since 2022, suggesting that 

investor concerns about consumer spending may be 

overly influenced by negative headlines. While some 

companies reported weaker sales due to pressures on 

lower-income consumers, others continue to see 

resilient spending, with consumers increasingly focusing 

on product affordability and value.

• Companies are less concerned about labor shortages 

and are not planning significant layoffs. The share of 

management teams discussing labor shortages has 

fallen from a pandemic high of 13%, when labour 

demand dramatically exceeded labour supply, to below 

1%, consistent with pre-pandemic levels, indicating a 

better-balanced labor market. Similarly, less than 1% 

are discussing layoffs, echoing the macro message sent 

by low jobless claims and JOLTS layoffs data.

• Bottom-up trends support further disinflation. 

Companies are focusing on increasing sales volume to 

boost revenues rather than raising prices due to reduced 

pricing power and reduced worries about rising labor 

costs. Additionally, the pace of price resets in lagging 

categories like auto insurance is slowing.

• Concerns about a recession have largely disappeared, 

with a similar share of management teams discussing 

recession on their conference calls as in pre-pandemic 

times. However, companies in the real estate sector 

remain an exception due to their sensitivity to higher 

interest rates.

• Election discussions have entered management 

commentary earlier than in previous cycles. Some 

companies, particularly financials, government 

contractors, and those affected by the Inflation 

Reduction Act²,have indicated that they are postponing 

investment decisions until after the election. 
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https://am.gs.com/public-assets/documents/ad075ce3-58aa-11ef-9c9c-b777dac060da
https://am.gs.com/en-gb/institutions/insights/article/2024/sustainability-signals
https://am.gs.com/en-gb/institutions/insights/article/2024/sustainability-signals


Source: Goldman Sachs Asset Management. As of August 23, 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. 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%.

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 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.

The decision as to whether the 

Fed will start its policy 

normalisation cycle with either 

a 0.25% or 0.5% rate cut will 

ultimately be informed by 

labour market data released in 

early September

Anticipated rate at end-2024: 

4.5-4.75%

Neutral rate estimate: 2.5-3.0%

Neutral

ECB Deposit facility rate: 3.75%

Last change: June 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 think the ECB will deliver a 

25bps rate cut in September 

and December. However, 

further downside growth risks 

could prompt larger and faster 

cuts.

Anticipated rate at end-2024: 

3.25%

Neutral rate estimate: 2.0-3.0%

Slightly dovish

BoE Bank Rate: 5.0%

Last change: August 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. While we expect 

the passive reduction to continue 

in conjunction with rate cuts, 

active bond sales may be paused.

We anticipate a second rate cut 

in November given weak data 

signals including a loosening 

labor market and ongoing 

disinflation. 

Anticipated rate at end-2024: 

4.75%

Neutral rate estimate: 2.75-

3.25%

Slightly dovish

BoJ Policy deposit rate: 0.25%

Last change: July 2024 (+15bps)

Duration of negative rates: 98 

months

Rate at start of the latest hiking 

cycle: -0.10%

The gradual reduction plan for 

JGB purchase will be from around 

¥6 tn per month to around ¥3 tn 

over 18-months. Reduced bond 

buying will initially concentrate 

on intermediate maturity bonds. 

We anticipate a 25bps hike at 

every quarterly economic 

forecast meeting. That said, we 

flag risks of a slower hiking 

cycle if incoming data tilt to the 

downside.

Anticipated rate at end-2024: 

0.5%

Neutral rate estimate: 0.75-

2.0%

Hawkish
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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.



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 
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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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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 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

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 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.

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 : 385293-OTU-2093610

© 2024 Goldman Sachs. All rights reserved. 
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