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

Equity investors become risk averse in July as sentiment hits nine-month low

B Risk appetite falls to lowest since last October.

B Sentiment marred by US and global economic
growth worries, political uncertainty, and valuations,
but central bank policy becoming more supportive.

B Tech displaced by healthcare and energy at top of
rankings amid risk aversion.
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Source: S&P Global IMI survey.

Risk appetite has waned in July, according to S&P
Global’s Investment Manager Index™ (IMI™) survey. The
IMI’s headline Risk Appetite Index has fallen further from
a two-and-a-half-year high in May, dropping to its lowest
since last October — and signaling net risk aversion for the
first time since January. The index now sits at -5% from
+11% in June.

Investors have also become increasingly pessimistic
about near-term returns. The index of expected returns
over the next 30 days now sits at a three-month low.

Market drivers

The political environment and valuations continue to be
seen as the biggest drags on the US equity market.
Geopolitical worries are now the highest since January,
dominated by heightened concerns over the presidential
election as well as rising worries over political instability in
Europe. US-related risks are now second only to those
perceived to be emanating from mainland China. Key
areas of risk, and therefore drags on the market, also
remain the Middle East and Russia, though these regions
have seen reduced risk sentiment compared to earlier in
the year.

S&P Global

Where do you see the highest source of geopolitical
risk to US equities emanating from in 2024?
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However, macroeconomic factors are now also viewed as
an increasing drag on the market, with investors seeing
the global economy in particular as detrimental to equity
returns. In contrast to viewing the global economy as
being supportive to US equities in June, the global macro
environment is now perceived to be acting with the
strongest drag since February. Meanwhile, the US
economy, which had been seen as being especially
strongly supportive to equities earlier in the year, is now
seen as having only a neutral impact, representing the
lowest degree of support seen so far this year.

At the same time, fiscal policy is now being viewed as a
net drag on equities for the first time since February.

What’s driving US equity returns over the next 30
days?
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* 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.
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That leaves shareholder returns and equity fundamentals
as the two main sustained drivers of equities, though even
here the perceived support has waned. More
encouragingly, central bank policy is now viewed as
supportive to equities for the first time since January,
reflecting a growing belief that slower economic growth
and lower inflation will open the door for interest rate cuts
later in the year.

Sector preferences

This changing risk sentiment is accompanied by shifting
sector preferences. Net bullishness is observed for eight
of the 11 sectors tracked by the IMI in July, down from
nine in June. The healthcare sector has returned to the
top spot in July and there is a downshift in sentiment
towards tech/IT, which had led the rankings in June but
now sits in third place. Energy has meanwhile seen the
most pronounced improvement in sentiment among the
sectors compared to June, now ranking in second place.

Financials have also moved up the rankings despite a
slight cooling of bullish sentiment. Sentiment also
moderated for utilities, communication services,
consumer staples and industrials, though basic materials
is the only sector to see sentiment turn from bullish to
bearish in July. However, consumer discretionary and real
estate remain bottom-ranked in July, with the latter least
favored.

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:

“US equity investors have turned risk averse in July. Risk
appetite has cooled for a second month running,
according to S&P Global’s IMI survey, meaning a risk-off
mood now dominates for the first time since January.

“Rising geopolitical risks and high valuations are front of
mind for investors, with uncertainty over elections both at
home and abroad leading to additional market
nervousness alongside worries over ongoing conflicts in
the Middle East and Ukraine.

“Higher-for-longer interest rates continue to cause
additional weak sentiment, in particular toward real
estate, although the July survey was notable in showing
some signs that central bank policy is starting to become
more supportive to near-term equity performance.

“However, this more supportive rates environment in part
reflects growing concerns over weakening economic
growth prospects, both in the US and globally. Having
been a strong driver of expected market returns earlier in
the year, the US economy is now seen as having a neutral
impact on equities. The broader global environment is
now seen as a substantial drag.

“It is of course very difficult to divorce the impact of
economic and political risk on equities, but safe to say that
both are acting as increasing headwinds as we head into
the second half of the year.”

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@spaglobal.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 1-4 July 2024.

If you would like to receive this report on a regular basis, please email economics@spglobal.com or visit
spalobal.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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