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S&P Global Investment Manager Index™ (IMI™)

Risk aversion highest since May 2023 as investors weigh gathering market

headwinds

B Risk aversion and near-term market expectations
deteriorate sharply.

B Political uncertainty and economic growth worries
partially offset by anticipated central bank support,
the latter to help equity market rise by year-end.

B Sector preferences rotate further defensive.
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Source: S&P Global IMI survey.

Risk appetite has deteriorated sharply in September to its
lowest for nearly two-and-a-half years, according to S&P
Global’s Investment Manager Index™ (IMI™) survey. The
IMI's headline Risk Appetite Index has deteriorated
further from the recent high seen back in May, slumping
to its lowest since May 2023. The index has fallen from
-10% in August to -29% in September, signaling
increasing risk aversion over the past three months.

Similarly, investors have scaled back their expectations of
market returns for the coming month, which are now at
their gloomiest since January and among the most
pessimistic recorded since the survey began in late 2020.

Market drivers

Sentiment has been hit by concerns over valuations amid
economic growth worries and political uncertainty.
Valuations are now seen as exerting the largest drag on
US equities for three years, though the biggest drag is
now the pollical environment, as uncertainty builds ahead
of the Presidential Election and worries persist regarding
conflicts in the Middle East and Ukraine. Pollical risk is
now seen as exerting its strongest drag since May 2023.
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What’s driving US equity returns over the next 30 days?

% survey net balance*
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-75% -50% -25% 0% 25% 50%
* The net balance shows the percentage of those reporting an expected positive contribution minus those
expecting a negative contribution. Those only reporting a ‘slight’ positive or negative contribution count

as half a response, while those reporting a ‘strong’ positive or negative contribution count as one-and-
a-half responses.

Source: S&P Global IMI survey.

Adding to the downturn in market sentiment are persistent
worries over economic growth, both in the US and more
broadly at a global level. While both global and US
recession risks were indicated to have eased compared
to August, September’s readings were the second lowest
since late last year, with concerns especially widespread
regarding global economic risks.

The survey indicates that, while a majority of almost 57%
of investors expect the US to avoid a recession in the near
term, the near-44% proportion of those expecting a
recession is running at its highest since last December.
Although only 2% expect a deep recession, only 2% also
expect to see strong economic growth.

Thinking about the US economy in the next 12 months,
which of the following do you feel best reflects the outlook?

2% 2%
" 23%

= Strong growth

= Mild growth

42%
= No recession

= Mild recession

= Deep recession

= Don’t know \ N/A
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Helping soothe recession risks is the expectation of
central bank support via lower interest rates, which is now
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providing the strongest lift to the markets since June
2020. The majority of investors now expect the Fed funds
rate to be cut by 50-75 basis points in 2024. However,
only 3% of respondents forecast rate cuts of 100 bps or
more. These lower interest rate expectations have
meanwhile pushed investors to lower their anticipated US
dollar index forecasts. The September survey signals the
most bearish view for the dollar since December 2022.

Which of the following best describes your anticipated path
for the Fed funds rate in the remainder of 2024?

= The Fed will need to hike rates
= The Fed will hold rates steady

« The Fed will cut rates by 25
basis points

= The Fed will cut rates by 50
basis points

»The Fed will cut rates by 75
basis points

= The Fed will cut rates by 100
basis points or more
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Sector preferences

In this environment, sector preferences have shifted
further to the defensive. Most in favor are healthcare,
utilities, and, to a more modest degree, consumer staples.
The prospect of lower interest rates has also helped push
investor appetite for real estate to its highest since August
2021 and also encouraged more interest in financials.

At the other end of the scale, worries about slower
economic growth have pushed investor sentiment toward
consumer discretionary sharply lower, with basic
materials also suffering the worst investor favor for two
years. However, the sharpest negative swing in investor
sentiment has been seen for energy, as economic growth
worries push sentiment to its lowest since November
2020. Negative views toward industrials are meanwhile at
their lowest since last October and tech sentiment is at its
lowest ebb since January.

What is your sector outlook for the next 30 days?
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* The net balance shows the percentage of those bullish minus those bearish. Those only reporting a

‘slight’ bullish or bearish outlook count as half a response, while those reporting a ‘strong’ bullish or
bearish outlook count as one-and-a-half responses.

Source: S&P Global IMI survey.
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Commentary

Chris Williamson, Executive Director at S&P Global
Market Intelligence and author of the report, said:

‘Risk appetite has slumped in September, according to
S&P Global’s Investment Manager Index. Investors are
fretting about valuations amid intensifying political
uncertainty and recession risks. Risk aversion is now at
its highest since May of last year as investors see the
chances of a near-term market fall at their highest since
January.

“Sector preferences have accordingly rotated toward
defensives, led by healthcare and utilities. Growth worries
have meanwhile pushed sentiment for energy stocks to its
lowest since late 2020 and also driven favor away from
basic materials, industrials, consumer discretionary, and
tech.

“Encouragingly, some recovery for the S&P 500 is
signaled for the year-end, fueled by lower interest rates.
Importantly, the majority of investors surveyed only see
the Fed having to cut by 50-75 basis points in 2024,
achieving a soft landing by avoiding recession. However,
the risk of recession is now deemed greater than at any
time since last December, pointing to heightened
uncertainty about the economic outlook compared to
earlier in the year.

“While the prospect of lower interest rates has pushed
investor favor for real estate to its highest for three years,
it has also hit the outlook for the US dollar, for which
bearish news is now their most prevalent since December
2022.”

For a copy of the full report and data,
please contact economics@spglobal.com.

For further information, please contact:

Katherine Smith, Public Relations
Telephone +1 781 301 9311
E-mail katherine.smith@spglobal.com
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Note to Editors

This edition of the Investment Manager Index survey includes monthly responses from a panel of just under 300 participants employed by
firms that collectively represent approximately $3,500 bn assets under management. Data were collected between 3-6 September 2024.

If you would like to receive this report on a regular basis, please email economics@spglobal.com or visit
spglobal.com/marketintelligence/en/mi/Info/0920/imi-survey-request.html to participate in the survey and be placed on the distribution list.

For more information on our products, including economic forecasting and industry research, please visit www.spglobal.com.

S&P Global shall not have any liability, duty or obligation for or relating to the content or information (“Data”) contained herein, any errors,
inaccuracies, omissions or delays in the Data, or for any actions taken in reliance thereon. In no event shall S&P Global be liable for any
special, incidental, or consequential damages, arising out of the use of the Data.

It is expressly prohibited to use any data from the IMI press release or report as reference in financial contracts, financial instruments,
financial products, indices or as a benchmark (as defined in the Regulatory Framework).

About S&P Global (www.spglobal.com)

S&P Global provides essential intelligence. We enable governments, businesses and individuals with the right data, expertise and
connected technology so that they can make decisions with conviction. From helping our customers assess new investments to guiding
them through ESG and energy transition across supply chains, we unlock new opportunities, solve challenges and accelerate progress for
the world.

We are widely sought after by many of the world’s leading organizations to provide credit ratings, benchmarks, analytics and workflow
solutions in the global capital, commodity and automotive markets. With every one of our offerings, we help the world’s leading
organizations plan for tomorrow, today. www.spglobal.com

S&P Global Market Intelligence

At S&P Global Market Intelligence, we understand the importance of accurate, deep and insightful information. Our team of experts delivers
unrivaled insights and leading data and technology solutions, partnering with customers to expand their perspective, operate with
confidence and make decisions with conviction. S&P Global Market Intelligence is a division of S&P Global (NYSE: SPGI).

This Content was published by S&P Global Market Intelligence and not by S&P Global Ratings, which is a separately managed division of
S&P Global. Reproduction of any information, data or material, including ratings (“Content”) in any form is prohibited except with the prior
written permission of the relevant party. Such party, its affiliates and suppliers (“Content Providers”) do not guarantee the accuracy,
adequacy, completeness, timeliness or availability of any Content and are not responsible for any errors or omissions (negligent or
otherwise), regardless of the cause, or for the results obtained from the use of such Content. In no event shall Content Providers be liable
for any damages, costs, expenses, legal fees, or losses (including lost income or lost profit and opportunity costs) in connection with any
use of the Content.

If you prefer not to receive news releases from S&P Global Market Intelligence, please email katherine.smith@spglobal.com. To read our
privacy policy, click here.
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