
Sharp upside surprise in Euro area core inflation. In the 

flash release, core inflation accelerated in February (see 

Chart), reflecting positive momentum in service prices 

which rose 4.8% year-over-year (YoY). Meanwhile, energy 

inflation continues to moderate, but remains elevated, 

rising almost 14% YoY. Combined with a tight labour 

market and resilient activity, the latest inflation data 

present hawkish risks to the outlook for ECB policy. 

February recap – shades of 2022. Multiple data points—

including solid US job gains, upside inflation surprises and 

the biggest jump in the ISM services since June 2020—

placed hawkish policy risks back on the market radar last 

month. That said, key differences from the current picture 

compared to last year include positive growth surprises and 

a slower pace of monetary tightening. Overall, the macro 

backdrop remains too uncertain to determine how the 

economy will evolve in 2023. 

A higher ECB terminal rate. Minutes from the February ECB 

meeting corroborated recent policy hawkish commentary, 

suggesting it is “much too early to declare victory” on 

taming inflation. Firmer inflation data, a tight labour 

market and resilient activity leads us to expect the ECB to 

hike by 50bps at both the March and May meeting before 

stepping down to 25bps in June to reach a terminal rate of 

3.75%, an increase from our prior forecast of 3.5%. 

BoE peak policy rate is in sight. BoE Governor Andrew 

Bailey noted the economy is evolving as expected but also 

highlighted that the central bank will digest another set of 

data before its next meeting, suggesting the policy decision 

is still up in the air. We anticipate a final 25bps rate hike. 

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, Macrobond. As of March 2, 2023. 

Source: Goldman Sachs Asset Management, Macrobond. As of February 2023. 
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https://www.ecb.europa.eu/press/accounts/2023/html/ecb.mg230302~009d06dd5a.en.html
https://www.ecb.europa.eu/press/key/date/2023/html/ecb.sp230216_1~f8cf2cd689.en.html
https://www.bankofengland.co.uk/speech/2023/march/andrew-bailey-speech-at-cost-of-living-crisis-conference-brunswick-group


The case for investment grade (IG) corporate bonds in 

developed markets (DM)... The increase in bond yields and 

rate volatility weighed investment grade (IG) credit in 

February. But with US and European IG credit yields at 5.6% 

and 4.4%, respectively, we believe the income credentials 

of the asset class remain attractive. Further, we think 

healthy fundamentals suggest spread widening in event of 

a downturn will be relatively orderly, consistent with the 

experience of prior periods of economic weakness.

…and emerging markets (EM). We also see investment 

potential in the EM corporate bond market which is almost 

twice the size of the US high yield  and EM sovereign 

external bond markets. From a portfolio construction 

perspective, low performance correlation with other asset 

classes underscores the role of EM corporate bonds as a 

source of diversification for existing EM sovereign bond or 

DM corporate bond allocations.

Better than feared. Corporate issuers in the US exceeded 

weak consensus fourth quarter earnings expectations, 

though revenue and net profit margin growth exhibited 

variability. For example, companies in the Airline and 

Energy sector saw a solid rebound in earnings and profit 

margins relative to a year earlier, while rate-sensitive, and 

cyclical sectors saw net profit margins contract year-over-

year. 

European conservatism. European issuers are more 

conservative when it comes to share buybacks and dividend 

payments relative to US peers. This is likely due to the 

region facing successive shocks in recent years, including 

the sovereign debt crisis, pandemic, and energy inflation.

Balance sheets remain relatively healthy for now. We think 

we are past the peak in credit fundamental strength; 

however, balance sheet positions remain relatively robust, 

and we expect negative ratings migration will remain 

contained. 

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 Source: Based on JPM CEMBI Broad Diversified 
Index as of March 2, 2023. 

Share of companies that have 
beat earnings expectations270%

-8% The downward revision to 
earnings growth expectations 
for 2023 since mid-20223

-1% Our expectation for annual 
earnings growth in 20233

Source: Goldman Sachs Asset Management, Bloomberg, Morgan Stanley. As of 
March 2, 2023. ² Based on 600 US companies (including those in the SPX index and 
top 100 mid cap companies by market cap). ³ Expectations are based on consensus 
for the S&P 500 index. 

https://www.gsam.com/content/gsam/global/en/market-insights/gsam-insights/2023/navigating-opportunities-in-investment-grade-credit.html
https://www.goldmansachs.com/insights/podcasts/episodes/02-28-2023-haigh-dasani.html
https://www.gsam.com/content/gsam/us/en/institutions/market-insights/gsam-insights/2022/navigating-the-em-corporate-bond-market.html?


Source: Goldman Sachs Asset Management. As of March 2, 2023. 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.

Interest Rate Policy Balance Sheet Policy Outlook

Our outlook 
relative to 

market-implied 
pricing

Fed Federal funds rate: 4.5-
4.75%

Prior changes: 

February 2023 (+25bps)

December 2022 (+50bps)
June, July, September and 
November 2022 (+75bps)
May 2022 (+50bps)
March 2022 (+25bps)

The monthly pace of net asset purchases was 
reduced from November 2021 and ended in March 
2022. Since June 2022, the Fed has engaged in 
balance sheet runoff. 

We expect 25bps rate 
hikes in March, May and 
June before a pause in 
policy action into 2024.

Expected terminal rate: 
5.25-5.50%

Neutral

ECB Deposit facility rate: 
2.5%

Prior changes:

February 2023 and 
December 2022 (+50bps) 
September and October 
2022 (+75bps)
July 2022 (+50bps), the 
first hike since 2011

The ECB’s balance sheet unwind began on March 1, 
2023. The decline will amount to EUR 15bn per 
month on average until the end of the second 
quarter of 2023 and its subsequent pace will be 
determined over time. The anti-fragmentation tool, 
the Transmission Protection Instrument (TPI), 
unveiled in July 2022 will be used to ensure 
monetary policy is transmitted smoothly across all 
euro area countries.

We expect a 50bps rate 
hike at both the March 
and May meeting, 
followed by a 25bps rate 
rise in June. That said, 
firm inflation signals and 
resilient activity presents 
upside risks to our 
terminal rate projection 
and pace of tightening. 
We also flag that the 
outlook beyond June is 
two sided. 

Expected terminal rate: 
3.75%.

Neutral

BoE Bank Rate: 
4.0% 

Prior changes: 

February 2023 and 
December 2022 (+50bps) 
November 2022 (+75bps)
August and September 
2022 (+50bps)
February, March, May, 
June 2022 (+25bps)
December 2021 (+15bps)

In September/October 2022, the BoE temporarily 
purchased long-dated UK gilts and postponed active 
gilt sales; in November 2022 the BoE commenced 
active sales and an unwind of the temporary 
purchases. 

We expect a final 25bps 
hike in March followed by 
an extended pause.

Expected terminal rate: 
4.25%.

Dovish

BoJ Policy deposit rate: 
-0.10% 

Prior changes: 
January 2016, when the 
Bank introduced its 
negative interest rate 
policy (NIRP) 

10-year JGB yield target: 
~0%, with tolerance band 
of -/+50bp (yield curve 
control policy)

Following the December 2022 meeting, the BoJ has 
stepped up their defence of the new +0.5% YCC 
upper band by significantly increasing regular and 
ad-hoc Japanese Government Bond purchases along 
the yield curve. Targets for ETF, corporate bond and 
other risk asset purchases remain in place but in 
practice there have been limited recent buying. 

The recent widening of 
the yield curve control 
band suggests this policy 
may be tweaked further 
or abandoned over the 
coming year. We also 
think there is a high 
likelihood of a rate rise 
and departure from NIRP.

Hawkish



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:: Macrobond. ICE BoAML indices. As of March 2, 2023. Source: Macrobond. ICE BoAML indices. As of As of March 2, 2023.

Source: Goldman Sachs Asset Management, Macrobond. As of  March 3, 2023.
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Q1 2023 Outlook: Bring On Bonds

Navigating Fixed Income in 2023

Investment Ideas: Coming Up For Air
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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.

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. 

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. 

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.

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 material is a financial promotion disseminated by 
Goldman Sachs Bank Europe SE, including through its authorised branches ("GSBE"). 
GSBE is a credit institution incorporated in Germany and, within the Single Supervisory 

Mechanism established between those Member States of the European Union whose 
official currency is the Euro, subject to direct prudential supervision by the European 
Central Bank and in other respects supervised by German Federal Financial Supervisory 

Authority (Bundesanstalt für Finanzdienstleistungsaufischt, BaFin) and Deutsche 
Bundesbank.
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Ltd. (Company Number: 201329851H) and in or from Malaysia by Goldman Sachs 

(Malaysia) Sdn Berhad (880767W).

Australia: This material is distributed by Goldman Sachs Asset Management Australia 
Pty Ltd ABN 41 006 099 681, AFSL 228948 (‘GSAMA’) and is intended for viewing only 

by wholesale clients for the purposes of section 761G of the Corporations Act 2001 
(Cth). This document may not be distributed to retail clients in Australia (as that term is 
defined in the Corporations Act 2001 (Cth)) or to the general public. This document may 

not be reproduced or distributed to any person without the prior consent of GSAMA. To 
the extent that this document contains any statement which may be considered to be 
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is intended to be given to the intended recipient of this document only, being a 
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contactado a Goldman Sachs Asset Management por su propia iniciativa y no como 
resultado de cualquier promoción o publicidad por parte de Goldman Sachs Asset 
Management o cualquiera de sus agentes o representantes. Los residentes colombianos 

reconocen que (1) la recepción de esta presentación no constituye una solicitud de los 
productos y/o servicios de Goldman Sachs Asset Management, y (2) que no están 
recibiendo ninguna oferta o promoción directa o indirecta de productos y/o servicios 

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.

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).

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.
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