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GS Small Cap Value Fund Update 
 
Outlook 

 On the GSAM Fundamental Equity US Small Cap Value Team, we continue to maintain a cycle-tested, 

disciplined investment approach that has been utilized for over 20 years. Regardless of the market’s 

direction, our fundamental, bottom-up stock selection continues to drive our process, rather than headlines 

or sentiment. We maintain high conviction in the companies that we own and believe they have the potential 

to outperform relative to the broader market regardless of the growth environment. We continue to focus on 

undervalued companies that we believe are in control of their own future, such as innovators with 

differentiated products, companies with low-cost structures, or ones that have been investing in their own 

businesses and are poised to gain market share. Some of these high-quality franchises have benefited from 

secular growth themes that have only accelerated with the recent environment. 

 While our GS Small Cap Value Fund invests across the entire market, there are select themes that percolate 

from the bottom-up. We continue to emphasize businesses with healthy balance sheets, stable free cash 

flow generation, and differentiated business models aligned to secular advantages. Below is a subset of 

select themes in our portfolio, driven by our bottom-up views: 

 Resurgence of Essentials: as local economies slowly re-open and society adjusts to the new normal, 

there will be a greater focus on modified social distancing, increased cleaning, and overall health 

precautions. Market leaders of cleaning and health care service providers will be in high demand. 

 Domination of the Digital Age: as life shifts and stays online, there will be a greater digitalization of 

food service (online ordering/delivery) and ecommerce. Increased ecommerce penetration will give 

rise to logistics companies and warehouse storage centers with competitive business models. 

 Re-emergence of a Cautious Consumer: value-oriented consumer will be seeking affordable and 

durable products like off-price retailers. Consumers will still want experiences, but will take extra 

precaution such as ground travel opposed to air travel, camping, and industrial cleaning from hotel 

chains. 

 Work From Home (WFH): the crisis and shift to a WFH environment has resulted in a demand surge 

of bandwidth, storage, and speed. We believe that companies will continue to increase their 

investment in technology infrastructure, including data center Real Estate Investment Trusts 

(REITs). 

 
Adapting to a New Economic Environment 

 We have made a number of changes in the portfolio recently: 

 In light of the new economic environment, we reduced our positioning in the following areas: 

 Companies that are tied to areas of the market that will continue to be challenged in the near 

to intermediate term in this global pandemic, including companies tied to aerospace and 

hotels. 
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 E-learning in order to fund more attractive opportunities as the market’s appreciation of the 

theme, which we had previously identified, strengthened. 

 Information Technology in favor of better risk-reward opportunities elsewhere in the 

portfolio. As names in this sector held up relatively well against the more challenged 

economic backdrop at the onset of the pandemic, we have since lowered our exposure to 

maintain balance in the portfolio.  

 At the same time, we have taken the opportunity to add to a number of positions, including: 

 Select Industrials stocks that we believe will benefit from a pick-up in economic activity and 

improved manufacturing data.  

 Select Consumer stocks that stand to benefit from continued consumer investment in the 

home and trends in de-urbanization. Additionally, we have taken advantage of depressed 

valuations in retail and leisure names which we believe will rebound over the long-term as 

consumer activity normalizes and a vaccine is developed.   

 We maintain our discipline in identifying companies with strong or improving balance sheets, led by quality 

management teams, trading at discounted valuations, and remain focused on the long-term outperformance of the 

portfolio.   

 



 

General Disclosures 
This material is provided at your request for informational purposes only. It is not an offer or solicitation to buy or sell any securities. 
 
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. 
 
This material is provided for informational purposes only and should not be construed as investment advice or an offer or solicitation to buy or sell securities. 
This material is not intended to be used as a general guide to investing, or as a source of any specific investment recommendations, and makes no implied or 
express recommendations concerning the manner in which any client’s account should or would be handled, as appropriate investment strategies depend upon 
the client’s investment objectives. 
 
The Goldman Sachs Small Cap Value Fund invests primarily in a diversified portfolio of equity investments in small-capitalization issuers. The Fund’s 
investments are subject to market risk, which means that the value of the securities in which it invests may go up or down in response to the prospects of 
individual companies, particular sectors or governments and/or general economic conditions. The securities of mid- and small-capitalization companies involve 
greater risks than those associated with larger, more established companies and may be subject to more abrupt or erratic price movements. Foreign and emerging 
markets investments may be more volatile and less liquid than investments in U.S. securities and are subject to the risks of currency fluctuations and adverse 
economic, social or political developments. Different investment styles (e.g., “quantitative”) tend to shift in and out of favor, and at times the Fund may 
underperform other funds that invest in similar asset classes. Investing in REITs involves certain unique risks in addition to those risks associated with investing 
in the real estate industry in general. REITs whose underlying properties are focused in a particular industry or geographic region are also subject to risks 
affecting such industries and regions. The securities of REITs involve greater risks than those associated with larger, more established companies and may be 
subject to more abrupt or erratic price movements because of interest rate changes, economic conditions and other factors. 

References to indices, benchmarks or other measures of relative market performance over a specified period of time are provided for your information only 
and do not imply that the portfolio will achieve similar results. The index composition may not reflect the manner in which a portfolio is constructed. While an 
adviser seeks to design a portfolio which reflects appropriate risk and return features, portfolio characteristics may deviate from those of the benchmark. 
 
Economic and market forecasts presented herein reflect a series of assumptions and judgments as of the date of this presentation and are subject to change 
without notice.  These forecasts do not take into account the specific investment objectives, restrictions, tax and financial situation or other needs of any 
specific client.  Actual data will vary and may not be reflected here.  These forecasts are subject to high levels of uncertainty that may affect actual 
performance. Accordingly, these forecasts should be viewed as merely representative of a broad range of possible outcomes.  These forecasts are estimated, 
based on assumptions, and are subject to significant revision and may change materially as economic and market conditions change. Goldman Sachs has no 
obligation to provide updates or changes to these forecasts.  Case studies and examples are for illustrative purposes only. 
 
This material contains information that discusses general market activity, industry or sector trends, or other broad-based economic, market or political 
conditions. It also pertains to past performance or is the basis for previously-made discretionary investment decisions.  This information should not be 
construed as a current recommendation, research or investment advice.  It should not be assumed that any investment decisions shown will prove to be 
profitable, or that any investment decisions made in the future will be profitable or will equal the performance of investments discussed herein.  Any mention 
of an investment decision is intended only to illustrate our investment approach and/or strategy, and is not indicative of the performance of our strategy as a 
whole.  Any such illustration is not necessarily representative of other investment decisions.   
 
This material has been prepared by GSAM and is not financial research nor a product of Goldman Sachs Global Investment Research.  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 the views and opinions expressed by 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 should not be relied upon in making an investment decision. GSAM has no obligation to provide any 
updates or changes.  
 
Portfolio holdings and/or sectors shown above are as of the date indicated and may not be representative of future investments.  The holdings and/or sectors 
shown may not represent all of the portfolio's investments. Future portfolio investments may or may not be profitable. 
 
Views and opinions expressed are for informational purposes only and do not constitute a recommendation by GSAM to buy, sell, or hold any security. Views 
and opinions are current as of the date of this presentation and may be subject to change, they should not be construed as investment advice. 
 
Goldman Sachs & Co. LLC, distributor of the Fund(s), is not a bank, and Fund shares distributed by Goldman Sachs & Co. LLC are neither deposits nor 
obligations of, nor endorsed, nor guaranteed by any bank or other insured depository institution, nor are they insured by the Federal Deposit Insurance 
Corporation, the Federal Reserve Board, or any other government agency. Investment in the Funds involves risks, including possible loss of the principal amount 
invested. 

A summary prospectus, if available, or a Prospectus for the Fund containing more information may be obtained from your authorized dealer or from Goldman 
Sachs & Co. LLC by calling (retail - 1-800-526-7384) (institutional – 1-800-621-2550). Please consider a fund's objectives, risks, and charges and expenses, 
and read the summary prospectus, if available, and the Prospectus carefully before investing. The summary prospectus, if available, and the Prospectus contains 
this and other information about the Fund. 

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. 
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