
The strong performance of the most overweight stock positions has benefited

mutual fund absolute and relative returns since the trough. The typical large-cap

core, growth, and value fund has returned 3%, 23%, and -8% YTD, compared with

6%, 23%, -11% for their respective benchmarks. The share of large-cap mutual

funds outperforming their benchmarks in 2020 (40%) is higher than the average

during the past 10 years (31%). Our basket of the most overweight mutual fund

stocks (GSTHMFOW

(https://marquee.gs.com/s/products/MA19KCN2M5DGWBGD/summary)) has

outpaced the most underweight positions (GSTHMFUW

(https://marquee.gs.com/s/products/MAEA607NHT4Z8CSY/summary)) by 14

percentage points since the March trough (58% vs. 44%), the strongest five-month

return for the long/short pair since we initiated the baskets in 2014.

Record high index concentration and portfolio construction limitations have

driven FAAMG exposure to a five-year low. The five largest stocks account for

23% of the S&P 500 and 37% of the Russell 1000 Growth index. However, many

fund managers have diversification and position weight limits, which make holding

the index weight in these stocks challenging. As a result, AAPL, MSFT, AMZN –

which each account for 5%+ of the Russell 1000 Growth and S&P 500 indices – are

the most underweight stocks across large-cap mutual funds. Unfortunately for the

typical fund manager, these stocks have returned 59%, 34%, and 76% YTD,

respectively. FB and GOOGL also entered the most underweight basket this quarter.

Tech represents the largest sector underweight across large-cap mutual funds

for the first time since at least 2012. In addition, funds carry their largest

underweight in the sector in at least the last eight years. In contrast, the overweight

to Value and cyclical sectors, such as Financials, are the highest on record.

Exhibit 1: Mutual fund baskets summary
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Key takeaways from our analysis of mutual fund
positioning
Mutual Fundamentals analyzes positioning of 572 equity mutual funds with

$2.4 trillion of AUM. Our analysis includes domestic large-cap core, large-cap

growth, large-cap value, and small-cap core funds. We exclude ETFs and index

objective funds from our positioning analysis.

PERFORMANCE: Sector and stock allocations have supported solid mutual

fund returns YTD. 40% of large-cap mutual funds have outpaced their benchmarks

YTD compared with an average of 31% during the past 10 years. In fact, fund

outperformance has improved since the trough despite the increased cash drag on

fund returns from rising stock prices. One reason is that funds have been

consistently underweight defensives, such as Utilities, which have been the biggest

laggards during the rebound. The most overweight stock positions have also rallied

since the trough, outperforming the S&P 500 and most underweight positions by 6

pp and 14 pp, respectively. Finally, mutual funds deployed cash into equities as cash

balances returned to their pre-pandemic levels by the end of 2Q.

FLOWS: US equity mutual funds and ETFs have experienced $163 billion of

outflows YTD. However, the rotation away from equities towards bonds and cash

has slowed in recent months alongside rising optimism around a COVID-19 vaccine

and economic recovery. Consistent with prior post-correction episodes, active funds

have seen much smaller outflows during the past few months than the average

during the past 10 years.

Source: Goldman Sachs Global Investment Research



FAAMG: The average large-cap mutual fund allocation to FAAMG is the lowest

in five years (501 bp underweight) but exposure varies significantly across

core, growth, and value funds. Growth managers are most underweight FAAMG

companies whereas value funds are overweight the stocks by a combined 247 bp. A

major driver of this bifurcation is the record high concentration of the Russell 1000

Growth index. AAPL, MSFT, and AMZN account for 10%, 10%, and 8% of the

benchmark, respectively. Many managers face restrictions around diversification and

position weights, making it challenging for them to hold the FAAMG stocks at their

respective index weights. This index concentration poses an especially acute

problem to growth managers, though it is increasingly affecting core managers as

well. In contrast, no stock accounts for more than 3% of the Russell 1000 Value

index and concentration within the index is at a 25-year low.

SECTORS: Mutual funds are underweight Information Technology by 202 bp,

the largest underweight to the sector since at least 2012. However, excluding

AAPL and MSFT, funds are overweight the sector by 154 bp (50  percentile

allocation). Similarly, average fund exposure to Consumer Discretionary is the lowest

in eight years, driven primarily by the large AMZN underweight. On the other hand,

fund tilts toward cyclical sectors are at or near their highest levels since 2012.

Financials exposure increased the most last quarter (+93 bp) and the sector remains

the most overweight across large-cap mutual funds (196 bp).

FACTORS/THEMES: Funds are underweight Growth for the first time in at

least eight years. In contrast, funds' exposure to Value and Cyclicals rose during

2Q. Among industries exposed to policy risk, mutual funds are most overweight

Banks and Managed Health Care. The average large-cap mutual fund remains

underweight potential infrastructure beneficiaries.

STOCKS: Our Mutual Fund Overweight Positions basket (ticker: GSTHMFOW)

has outperformed the most underweight positions (GSTHMFUW) by 14 pp

since the trough (58% vs 44%), the strongest five-month return for the

long/short pair since we initiated the baskets in 2014. Our mutual fund baskets

each contain 50 Russell 1000 stocks where the average large-cap core, growth, and

value mutual fund is most overweight or most underweight vs. its benchmark.

Constituents with the largest overweights: C, V, CMCSA, BAC, and WFC.

Constituents with the largest underweights: AAPL, MSFT, AMZN, BRK.B, and PG.

Both baskets are rebalanced in this report (see Exhibits 32 and 33).
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Exhibit 2: Overlap between our mutual fund and hedge fund baskets



Drivers of mutual fund performance
The share of large-cap mutual funds outperforming their benchmarks this year

(40%) is higher than the average during the past 10 years (31%). Because

mutual funds hold a share of their assets in cash, they generally lag their

benchmarks when equity prices rise and vice versa. Unusually, mutual fund relative

returns have improved since April despite surging stock prices. Sector tilts, stock

allocations, and rising equity exposures have all contributed to above-average fund

returns this year. In absolute terms, growth funds have generated the highest

returns YTD (+23%). The hit rate of outperformance relative to benchmarks is

highest among value managers (60%).

hedge fund holdings and mutual fund holdings as of June 30, 2020

Source: Goldman Sachs Global Investment Research

Exhibit 3: 40% of large-cap mutual
funds have outperformed YTD
as of August 19, 2020

Source: FactSet, EPFR, Goldman Sachs Global
Investment Research

Exhibit 4: Growth funds have
performed best in absolute terms
as of August 19, 2020

Source: FactSet, EPFR, Lipper, Goldman Sachs
Global Investment Research



Mutual funds are underweight defensive sectors, which have lagged most

since the trough. Real Estate, Utilities, and Consumer Staples have each lagged the

S&P 500 by at least 10 percentage points since March 23 and funds have been

consistently underweight these three sectors during the past five months. The

outperformance of traditional cyclical sectors, such as Industrials and Materials, has

also boosted relative fund performance. On the other hand, underweight exposure

to the Info Tech sector and overweight tilts in Health Care and Financials have been

headwinds to fund outperformance during the past few months.

The most overweight mutual fund stock positions have returned 58% since

March 23, outperforming both the S&P 500 (+52%) and the most underweight

positions (+44%). The most overweight mutual fund stocks (GSTHMFOW) lagged

sharply during the sell-off as coronavirus fears peaked and fund managers cut risk.

Since March, the relative performance of the most overweight vs. the most

underweight (GSTHMFUW) mutual fund positions has been stronger than any other

five-month period since we initiated the baskets in 2014. However, funds have been

underweight FAAMG throughout 2020, which has weighed on fund performance.

FAAMG has returned 44% YTD vs. 6% for the S&P 500.

Exhibit 5: Average mutual fund allocations vs. sector returns since the trough
holdings as of June 30, 2020; returns as of August 19, 2020

Source: FactSet, EPFR, Goldman Sachs Global Investment Research



Increased equity exposure has also benefited recent mutual fund performance.

Mutual fund cash holdings rose from 2.1% of assets to 2.7% of assets between

January and March but fell back to their pre-pandemic level by the end of June. In

dollar terms, mutual fund cash assets on June 30 ($165 billion) were the lowest

since January 2016. While still low relative to the February peak, CFTC net futures

length has also spiked in recent weeks.

Four observations on sector and stock positioning

Exhibit 6: Mutual fund overweights
vs. underweights
as of August 19, 2020

Source: Goldman Sachs Global Investment
Research

Exhibit 7: FAAMG has weighed on
mutual fund returns YTD
holdings as of June 30, 2020; returns as of
August 19, 2020

Source: FactSet, EPFR, Goldman Sachs Global
Investment Research

Exhibit 8: Mutual fund cash
holdings have fallen sharply
as of June 30, 2020

Source: ICI, Goldman Sachs Global Investment
Research

Exhibit 9: CFTC net futures length
has rebounded in recent weeks
as of August 11, 2020

Source: CFTC, Goldman Sachs Global
Investment Research



We highlight four observations on 2Q 2020 mutual fund holdings. This quarter,

we focus on fund allocations to FAAMG, changes in exposures to cyclicals and

value, sector tilts, and allocations to industries exposed to potential policy risks.

In addition to active reallocations and changes in asset prices, shifts in mutual

fund tilts during 2Q were driven by the reconstitution of the Russell indices.

FTSE Russell rebalances its entire series of Russell US indices around the end of

June every year. This year, equity markets opened with the newly reconstituted

Russell US indices on June 29. Our mutual fund overweight and underweight

calculations are based on holdings and benchmark weights as of June 30 and

therefore, reflect the post-rebalance weights within the Russell 1000 Growth and

Value indices. As a result, growth and value managers that did not adjust their

portfolios to reflect the reconstitution prior to the actual rebalance would show large

shifts in their relative exposures, all else equal.

1. FAAMG
Average mutual fund exposure to FAAMG fell to 501 bp underweight, the

lowest during the past five years. Each of the five FAAMG stocks are among the

20 most underweight positions across large-cap mutual funds. In fact, excluding

Facebook, large-cap mutual fund relative allocation to each of the FAAMG stocks is

at a five-year low.

Exhibit 10: Sector weights in S&P 500, Russell 1000 Growth, and Russell 1000 Value:
June 2019 vs. June 2020

Source: FactSet, Goldman Sachs Global Investment Research



However, positioning within FAAMG differs significantly across core, growth,

and value managers. The average large-cap growth fund is underweight FAAMG by

1224 bp and the average large-cap core fund is underweight by 525 bp. Both core

and growth funds are underweight each of the FAAMG companies. In contrast,

value funds are overweight FAAMG by 247 bp, including an overweight tilt to each

FAAMG stock except for GOOGL.

A major reason growth funds hold large underweight allocations to FAAMG

companies is the combination of record high benchmark concentration and

portfolio construction limitations. The largest five companies account for 37% of

the Russell 1000 Growth index compared with 32% during the Tech Bubble. AAPL,

MSFT, and AMZN account for 10%, 10%, and 8% of the index, respectively.

However, many fund managers face diversification and position limit requirements,

which make holding the index weight in these stocks challenging. Although to a

lesser degree, core managers also face this conundrum since AAPL and MSFT each

account for around 6% of the S&P 500 index. In contrast, Russell 1000 Value index

concentration is the lowest in 25 years and no stock accounts for more than 3% of

the index. As a result, value managers have more flexibility to hold overweight

positions in the largest stocks within their benchmark.

Exhibit 11: Relative exposure to
FAAMG is at a 5-year low
holdings as of June 30, 2020

Source: EPFR, FactSet, Goldman Sachs Global
Investment Research

Exhibit 12: Fund allocations to
FAAMG stocks vs. the past 5 years
holdings as of June 30, 2020

Source: EPFR, FactSet, Goldman Sachs Global
Investment Research

Exhibit 13: Value funds are
overweight FAAMG
as of June 30, 2020

Exhibit 14: Russell 1000 Growth and
S&P 500 market cap concentration
at record highs
as of June 30, 2020



2. Factors
Mutual fund exposure to Value is the highest since at least 2012. Their

overweight tilt towards cyclical stocks also increased during 2Q. In contrast, funds

are underweight Growth for the first time in at least eight years. Consequently, fund

performance would benefit from improved growth expectations and a sharp rotation

into economically-sensitive cyclical equities. Our economists forecast above-

consensus economic growth

(https://research.gs.com/content/research/en/reports/2020/08/10/46d0c280-e83f-

4ee3-91c1-8d6d5dbc6e83.pdf) during the next 12 months.

Source: EPFR, FactSet, Goldman Sachs Global
Investment Research

Source: Compustat, Goldman Sachs Global
Investment Research

Exhibit 15: Distribution of FAAMG ownership among large-cap GROWTH managers
as of June 30, 2020

Source: EPFR, FactSet, Goldman Sachs Global Investment Research

https://research.gs.com/content/research/en/reports/2020/08/10/46d0c280-e83f-4ee3-91c1-8d6d5dbc6e83.pdf


3. Sectors
Fund allocation to sectors with secular growth characteristics fell most during

2Q. The average large-cap mutual fund is underweight Info Tech by 202 bp, which is

the largest underweight across all sectors. Relative fund allocation to Consumer

Discretionary and Communication Services also declined last quarter while exposure

to the most cyclical and most defensive sectors rose. Financials remains the most

overweight sector across large-cap mutual funds (+196 bp).

Exhibit 16: Mutual fund exposure to
Value and Growth are at historical
extremes
as of June 30, 2020

Source: EPFR, FactSet, Goldman Sachs Global
Investment Research

Exhibit 17: Mutual fund allocation
to Cyclicals increased modestly
during 2Q
as of June 30, 2020

Source: EPFR, FactSet, Goldman Sachs Global
Investment Research

Exhibit 18: Mutual funds allocation to Tech fell most during 2Q
as of June 30, 2020



Relative tilts to Info Tech and Consumer Discretionary are the lowest since at

least 2012. However, the extreme allocations within both sectors are driven by the

largest stocks. Excluding AAPL and MSFT, the average large-cap mutual fund

allocation to Tech is at the 50th percentile (154 bp overweight). Excluding AMZN,

fund exposure to Discretionary is at the 37  percentile (136 bp overweight).

Following the increase in allocation during 2Q, relative fund exposure to cyclical

sectors are at or near their 8-year highs.

Source: FactSet, EPFR, Goldman Sachs Global Investment Research
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Exhibit 19: Mutual fund sector allocations vs. history
as of June 30, 2020



4. Policy risk
Among industries exposed to policy risk, mutual funds are most overweight

Banks and Managed Health Care. The average large-cap mutual fund remains

underweight potential infrastructure beneficiaries despite support from both

Democrats and Republicans. The large underweights in FAAMG mean that funds are

relatively insulated from potential Tech regulation.

Source: FactSet, EPFR, Goldman Sachs Global Investment Research

Exhibit 20: Mutual funds are
overweight Tech ex-AAPL and
MSFT
as of June 30, 2020

Source: EPFR, FactSet, Goldman Sachs Global
Investment Research

Exhibit 21: Fund positioning within
Consumer Discretionary with and
without AMZN
as of June 30, 2020

Source: EPFR, FactSet, Goldman Sachs Global
Investment Research



Breakdown of US fund flows
US equity mutual funds and ETFs have witnessed $163 billion of outflows in

2020. US bond and cash funds have experienced $184 billion and $1 trillion in

inflows YTD, respectively. During the selloff, investors rotated sharply into cash.

However, cash funds have witnessed outflows of $160 billion since the start of June

as optimism around the reopening increased. While equity funds have continued to

see outflows since the trough, the pace of outflows has declined and the rotation

away from equities towards bonds and cash has slowed.

Exhibit 22: Mutual funds relative allocation to policy risk-exposed industries
as of June 30, 2020

Source: EPFR, FactSet, Goldman Sachs Global Investment Research

Exhibit 23: US fund flows by asset
type
as of August 12, 2020

Exhibit 24: The rotation away from
equities has slowed dramatically
in the past 3 months
as of August 12, 2020



Outflows from US active funds have slowed sharply. We have previously shown

that demand for active management increases in the months following a 10%+

correction

(https://research.gs.com/content/research/en/reports/2018/09/18/a24ff822-a9b8-

469d-8805-f926468ccbd9.pdf). The current episode has been consistent with

history. As a share of starting AUM, outflows from US active funds since the trough

have been the smallest in any 5-month period since mid-2014. Consequently, inflows

into US passive mutual funds and ETFs have also decreased. Inflows into passive

funds have totaled $6 billion YTD, on pace for the smallest inflows during the past

decade.

Among US active equity mutual funds, Health Care and Technology funds have

witnessed the largest inflows YTD while cyclical sector funds have seen

outflows. Outflows from large-cap core funds are more than twice those from

Source: EPFR, Goldman Sachs Global
Investment Research

Source: EPFR, Goldman Sachs Global
Investment Research

Exhibit 25: Active and passive US
fund flows
as of August 12, 2020

Source: EPFR, Goldman Sachs Global
Investment Research

Exhibit 26: The rotation away from
active funds has slowed in 2020
as of August 12, 2020

Source: EPFR, Goldman Sachs Global
Investment Research

https://research.gs.com/content/research/en/reports/2018/09/18/a24ff822-a9b8-469d-8805-f926468ccbd9.pdf


large-cap growth funds despite similar AUM.

During the past three months, investors have rotated from Growth to Value

equity funds. Following record inflows during the coronacrisis, Growth funds have

witnessed outflows during the past three months. However, relative to AUM, recent

outflows from growth funds are still much smaller than the 10-year average.

Exhibit 27: US active equity fund flows by sector/style as a % of AUM
as of August 12, 2020

Source: EPFR, Goldman Sachs Global Investment Research

Exhibit 28: Flows into US growth
equity funds have recently
declined
as of August 12, 2020

Exhibit 29: Value fund flows have
rebounded
as of August 12, 2020



Large-cap mutual fund position baskets

We analyzed $2.3 trillion of individual equity holdings from 503 large-cap core,

growth, and value mutual funds to identify the most over- and under-weight

positions of long-only investors.

Analyze GSTHMFOW

(https://marquee.gs.com/s/products/MA19KCN2M5DGWBGD/summary) and GSTHMFUW

(https://marquee.gs.com/s/products/MAEA607NHT4Z8CSY/summary) with Marquee

MUTUAL FUND OVERWEIGHT POSITIONS (GSTHMFOW)

Our portfolio of favorite mutual fund positions contains 50 Russell 1000 stocks

where the average large-cap core, growth, and value mutual fund is most

overweight relative to a blended benchmark. The basket is equal-weighted and not

sector-neutral to the Russell 1000. Mutual fund holdings range from 6 bp to 34 bp

overweight (Ex. 32).

16 new constituents: AMAT, AMP, BBY, BWA, CI, CMI, DD, ETN, EXC, GD, GM,

MRK, SQ, STT, TRV, and TT

MUTUAL FUND UNDERWEIGHT POSITIONS (GSTHMFUW)

Our portfolio of out-of-favor mutual fund positions contains 50 Russell 1000 stocks

where the average large-cap core, growth, and value mutual fund is most

underweight relative to a blended benchmark. The basket is equal-weighted and not

sector-neutral to the Russell 1000. Mutual fund holdings range from 6 bp to 238 bp

underweight (Ex. 33).

Source: EPFR, Goldman Sachs Global
Investment Research

Source: EPFR, Goldman Sachs Global
Investment Research

https://marquee.gs.com/s/products/MA19KCN2M5DGWBGD/summary
https://marquee.gs.com/s/products/MAEA607NHT4Z8CSY/summary


10 new constituents: ACN, D, EQIX, FB, GOOGL, LLY, NVDA, O, SBUX, and TSLA

Investors may use this analysis to identify stock preferences across mutual

funds. The relative performance of these baskets is not intended to track the

performance of large-cap funds. Instead, these baskets spotlight favored/out-of-favor

stocks that mutual fund managers expect to outperform/underperform. They may be

used separately or together to follow mutual fund preferences or to locate contrarian

opportunities. Both baskets have a large-cap bias. The overweight positions basket

has a median market capitalization of $44 billion compared with $146 billion for the

underweight positions basket and $11 billion for the Russell 1000.

GSTHMFOW: Mutual Fund Overweight Positions basket

Exhibit 30: Mutual fund baskets
versus S&P 500
as of August 14, 2020

Source: Goldman Sachs Global Investment
Research

Exhibit 31: Relative performance of
mutual fund baskets
as of August 14, 2020

Source: Goldman Sachs Global Investment
Research

Exhibit 32: Core, growth, and value mutual fund overweight positions vs. benchmarks
(GSTHMFOW)
holdings as of June 30, 2020; pricing as of August 13, 2020



GSTHMFUW: Mutual Fund Underweight Positions
basket

Source: FactSet, Goldman Sachs Global Investment Research

Exhibit 33: Core, growth, and value mutual fund underweight positions vs. benchmarks
(GSTHMFUW)
holdings as of June 30, 2020; pricing as of August 13, 2020



Sector and stock positioning summary by fund type

Source: FactSet, Goldman Sachs Global Investment Research

Exhibit 34: Summary of mutual fund sector positioning by style relative to benchmark
holdings as of June 30, 2020



Source: FactSet, Goldman Sachs Global Investment Research

Exhibit 35: Summary of most overweight and most underweight mutual fund stock positions
holdings as of June 30, 2020; performance as of August 13, 2020

Source: FactSet, Goldman Sachs Global Investment Research



LARGE-CAP CORE – 187 mutual funds, $708 billion AUM
Performance: We analyze 187 large-cap core funds with $708 billion of assets under

management. The top three funds represent 44% of AUM and the next 10

represent 22% of AUM. 30% of funds have outperformed the S&P 500 YTD, above

the 10-year average of 27%. The average fund returned 2.2% YTD versus 5.7% for

the S&P 500 index (Exhibit 36).

Flows: Large-cap core mutual funds reported net outflows of $42 billion in 1H 2020

compared with net outflows of $80 billion during full-year 2019.

Positioning (Sector/Industry):
The average large-cap core mutual fund raised its relative allocation most to

Consumer Staples during 2Q20 (+41 bp to 42 bp overweight). Within Consumer

Staples, Household Products (+17 bp) and Tobacco (+12 bp) experienced the

largest increases in fund exposure.

Large-cap core managers are 261 bp underweight Information Technology, the

most underweight of any sector and largest underweight to the sector since at least

2012. Funds rotated away from Software (-31 bp) and Tech Hardware (-8 bp),

leaving both industries at their most underweight levels since at least 2012 (53 bp

and 228 bp underweight, respectively).

Positioning (Stock):
AMZN (-36 bp), GOOGL (-24 bp), AAPL (-13 bp) and MSFT (-10 bp) are among the

stocks that experienced the largest declines in core fund positioning during 2Q and

all are among the most underweight stocks across core managers. Funds also

decreased their allocation to FB by 5 bp, keeping the stock among the 10 most

underweight fund positions.

Exhibit 36: Return distribution of
large-cap core funds
as of August 13, 2020

Exhibit 37: Current sector
over/underweight by funds
holdings as of June 30, 2020



Source: FactSet, Goldman Sachs Global
Investment Research

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 38: Sector weightings of LARGE-CAP CORE mutual funds compared with the S&P
500 index
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global Investment Research

Exhibit 39: Large-cap core most
overweight stocks
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 40: Large-cap core most
underweight stocks
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 41: Largest increase in
position vs. benchmark

Exhibit 42: Largest decrease in
position vs. benchmark



LARGE-CAP GROWTH – 164 mutual funds, $1.05 trillion
AUM

Performance: We analyze 164 large-cap growth funds with $1.05 trillion of assets

under management. The top three funds represent 34% of AUM and the next 10

represent 29% of AUM. 36% of funds have outperformed the Russell 1000 Growth

YTD, above the 10-year average of 32%. The average fund has returned 19.6% YTD

versus 21.5% for the Russell 1000 Growth index (Exhibit 43).

Flows: Large-cap growth mutual funds reported net outflows of $26 billion in 1H

2020 compared with net outflows of $74 billion during full-year 2019.

Positioning (Sector/Industry):
The average large-cap growth fund is more exposed to cyclical sectors now than it

was at the start of 2Q. Exposure to Industrials and Materials rose by 282 bp and 58

bp last quarter, respectively, and funds are overweight both sectors relative to the

Russell 1000 Growth Index. In addition, Financials remains the most overweight

sector (252 bp).

Also consistent with this cyclical tilt, allocations to Information Technology (-263

bp), Health Care (-60 bp) and Consumer Staples (-38 bp) decreased most during

2Q. Similar to core managers, growth fund relative exposure declined within

Software (-249 bp to 352 bp underweight) and Tech Hardware (-164 bp to 540 bp

large-cap core holdings as of June 30,
2020

Source: FactSet, Goldman Sachs Global
Investment Research

large-cap core holdings as of June 30,
2020

Source: FactSet, Goldman Sachs Global
Investment Research



underweight), leaving both industries at the most underweight levels since at least

2012. Info Tech as a sector also sits at the most underweight level since 2012 (648

bp UW).

Positioning (Stock)
Despite its underweight relative allocation to Software, the average large-cap growth

fund is most overweight V (41 bp OW), NOW (40 bp OW), CRM (34 bp OW), and

ADBE (33 bp OW).

With their 10%, 10% and 8% respective weightings in the Russell 1000 Growth

Index, AAPL (557 bp UW), MSFT (417 bp UW), and AMZN (163 bp UW) are the

most underweight stocks among growth managers.

Exhibit 43: Return distribution of
large-cap growth funds
as of August 13, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 44: Current sector
over/underweight by funds
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 45: Sector weightings of LARGE-CAP GROWTH mutual funds compared with the
Russell 1000 Growth index
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global Investment Research



LARGE-CAP VALUE – 152 mutual funds, $586 billion
AUM
Performance: We analyze 152 large-cap value funds with $586 billion of assets

under management. The top three funds represent 41% of AUM and the next 10

represent 32% of AUM. 60% of funds have outperformed the Russell 1000 Value

Exhibit 46: Large-cap growth most
overweight stocks
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 47: Large-cap growth most
underweight stocks
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 48: Largest increase in
position vs. benchmark
large-cap growth holdings as of June 30,
2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 49: Largest decrease in
position vs. benchmark
large-cap growth holdings as of June 30,
2020

Source: FactSet, Goldman Sachs Global
Investment Research



YTD, above the 10-year average of 34%. The average fund fell 8.3% YTD versus a

9.8% decline for the Russell 1000 Value index (Exhibit 50) .

Flows: Large-cap value mutual funds reported net outflows of $20 billion in 1H 2020

compared with net outflows of $46 billion during full-year 2019.

Positioning (Sector/Industry):
For the average large-cap value fund, relative allocations to Financials (+281 bp),

Consumer Staples (+153 bp) and Utilities (+128 bp) increased most last quarter.

Within Financials, exposure to Banks rose by 112 bp -- the largest quarterly increase

during the past five years.

Allocations decreased most in Information Technology (-265 bp), Industrials (-224

bp) and Consumer Discretionary (-93 bp). While core and growth funds posted

record Software underweights, value managers are overweight the industry by 213

bp. Elsewhere in Info Tech, allocations to both IT Services and Communications

Equipment declined by 129 bp, the largest decrease in exposure for each industry

since at least 2012. Within Industrials, allocations decreased in Aerospace &

Defense (-87 bp) and Machinery (-30 bp)--the opposite of the activity seen from

growth managers.

Positioning (Stock):
While BRK.B is the most underweight stock for the average large-cap value fund

(122 bp underweight), it also experienced the greatest increase in exposure in 2Q of

any stock (+97 bp). MRK is the most overweight stock among value funds, with the

average fund holding over 5x the index weight (1.1% average holding vs. a 0.2%

Russell 1000 Value index weight).

Exhibit 50: Return distribution of
large-cap value funds
as of August 13, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 51: Current sector
over/underweight by funds
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research



Exhibit 52: Sector weightings of LARGE-CAP VALUE mutual funds compared with the
Russell 1000 Value index
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global Investment Research

Exhibit 53: Large-cap value most
overweight stocks
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 54: Large-cap value most
underweight stocks
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 55: Largest increase in
position vs. benchmark
large-cap value holdings as of June 30,
2020

Exhibit 56: Largest decrease in
position vs. benchmark
large-cap value holdings as of June 30,
2020



SMALL-CAP CORE – 69 mutual funds, $45 billion AUM

Performance: We analyze 69 small-cap core funds with $45 billion of assets under

management. The top three funds represent 44% of AUM and the next 10

represent 30% of AUM. 39% of funds have outperformed the Russell 2000 YTD,

below with the 10-year average of 41%. The average fund fell 5.9% YTD

accompanied by a drop of 4.5% for the Russell 2000 index (Exhibit 57).

Flows: Small-cap core mutual funds reported net outflows of $6 billion in 1H 2020

compared with net outflows of $13 billion during full-year 2019.

Positioning (Sector/Industry):
On average, small-cap core fund defensive exposure rose in 2Q, as relative

allocations increased most in Health Care (+238 bp), Information Technology

(+135 bp) and Utilities (+52 bp). Consistent with this defensive tilt, allocations

decreased most in Financials (-124 bp), Materials (-84 bp), and Industrials (-77 bp).

Funds remain most overweight Info Tech (369 bp overweight), in particular

Semiconductors (130 bp OW) and IT Services (118 bp OW). On net, small-cap core

funds are most underweight Health Care (345 bp UW), especially Biotech (558 bp

UW) and Pharmaceuticals (52 bp UW).

Positioning (Stock):
Small-cap core managers are most underweight few of the high-flying and volatile

COVID vaccine and therapeutics stocks, such as NVAX (24 bp UW), MYOK (22 bp

UW), and INO (20 bp UW). Despite being underweight the sector as a whole, three

Source: FactSet, Goldman Sachs Global
Investment Research

Source: FactSet, Goldman Sachs Global
Investment Research



of the top four single stock overweights come from Health Care: MEDP (18 bp OW),

ADUS (17 bp OW), and EBS (17 bp OW).

Exhibit 57: Return distribution of
small-cap core funds
as of August 13, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 58: Current sector
over/underweight by funds
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 59: Sector weightings of SMALL-CAP CORE mutual funds compared with the
Russell 2000 index
holdings as of June 30, 2020

Source: FactSet, Goldman Sachs Global Investment Research

Exhibit 60: Small-cap core most
overweight stocks
holdings as of June 30, 2020

Exhibit 61: Small-cap core most
underweight stocks
holdings as of June 30, 2020



Appendix

Source: FactSet, Goldman Sachs Global
Investment Research

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 62: Largest increase in
position vs. benchmark
small-cap core holdings as of June 30,
2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 63: Largest decrease in
position vs. benchmark
small-cap core holdings as of June 30,
2020

Source: FactSet, Goldman Sachs Global
Investment Research

Exhibit 64: Top 50 domestic large-cap core, growth, and value and small-cap core
mutual funds by AUM
holdings as of June 30, 2020; pricing as of August 13, 2020; excludes ETFs and index objective funds



Source: EPFR, FactSet, Goldman Sachs Global Investment Research

Exhibit 65: Comparative sector composition of major US equity market indices
as of June 30, 2020



Source: FactSet, Goldman Sachs Global Investment Research

Investors should consider this report as only a single factor in making their

investment decision. For Reg AC certification and other important disclosures, see

the Disclosure Appendix, or go to www.gs.com/research/hedge.html

(https://www.gs.com/research/hedge.html).
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