Bringing Analyst Sentiment to

Index Investing

Institutional equity analysts frequently revise earnings forecasts, cash-flow expectations, sales es-
timates, price targets, and recommendations. But instead of making one large revision, they tend to
make a series of smaller revisions. When forecasts begin to move higher, they may continue rising as
improving fundamentals become clearer and confidence builds across the analyst community.

MSCI Research Insight

MSCI research indicates that upward revisions have often persisted historically and
such revisions have in some cases preceded periods of price appreciation. In other
words, improving forecasts may exhibit a positive pattern: expectations drift upward,
conviction builds next, and prices follow.

Investors who identify these patterns may benefit from the tendency of positive
revisions to keep trending upward alongside subsequent return momentum. MSCI
Research compared the excess performance of companies ranging from high to low
exposure to positive Analyst Sentiment (footnote definition) across the ACWI IMI -
demonstrating a positive relationship between excess returns and analyst sentiment.

From Signal to Indexed Strategy

The MSCI EAFE Analyst Sentiment Select Index converts this signal into a systematic,
rule-based strategy capturing higher exposure to companies undergoing expansion
in analyst sentiment optimism. The index focuses on companies where analyst
expectations are not just improving, but doing so in a risk-aware, broad, and
consistent manner — seeking to capture signals that a positive forecast trend may be
building

The methodology draws on two core indicators of upward revision momentum:
« Fundamental Revisions: Rising earnings, sales, and cash-flow forecasts

» Technical Revisions: Increasing analyst price targets, positive changes in
stock recommendations

Source: Data from Dec. 30, 1994, to June 30, 2025. Annualized average excess returns of decile portfolios over the returns of MSCI GEMLT estimation universe (MSCI ACWI IMI).

Stock returns are equally weighted.
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Importantly, the look-back period is multi-horizonal, meaning a stock scores well when
analysts have been persistently revising estimates upward over the past year and when
there has been a recent acceleration in those revisions - not just a single quarterly
beat. By combining these signals through a transparent, rules-based framework,

the index aims to increase exposure to companies experiencing reinforcing cycles of
improving expectations. The process is designed to emphasize sustained upward
revision trends rather than short-term noise, aligning sentiment shifts with the potential
for outperforming the market, although results may vary.

Results

The result is a disciplined, scalable strategy that translates well-documented
behavioral and fundamental insight - that rising forecasts have shown persistence
over time -into a systematic index approach. Historically, this approach has delivered
excess returns relative to its parent benchmark, while maintaining comparable, or
even improved, volatility and drawdown characteristics.

By targeting forward-looking analyst behavior rather than backward-looking

price trends, the strategy seeks to provide exposure anchored in fundamental
analyst expectations. It aims to enhance risk-adjusted returns and may serve as

a complementary allocation alongside traditional fundamental or technical factor
indexes. Additionally, its dynamic selection approach may allow investors to position
ahead of shifts in market regimes or sector leadership.

Ultimately, the index bridges the gap between analyst insights and index investing
- capturing the value of collective, real-time analyst insights within a disciplined,
systematic framework.

About MSCI
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To learn more, please visit { www.msci.com

The information contained herein (the “Information”) may not be reproduced or redisseminated in whole or in part without prior written
permission from MSCI. The Information may not be used to verify or correct other data, to create any derivative works, to create
indexes, risk models, or analytics, or in connection with issuing, offering, sponsoring, managing or marketing any securities, portfolios,
financial products or other investment vehicles. Historical data and analysis should not be taken as an indication or guarantee of any
future performance, analysis, forecast or prediction. None of the Information or MSCI index or other product or service constitutes an
offer to buy or sell, or a promotion or recommendation of, any security, financial instrument or product or trading strategy. Further, none

BRINGING ANALYST SENTIMENT TO INDEX INVESTING

Relative Performance

450

400

350

300 m

250

200

150

. A w

50

0
E583833 228822 ILROOEEPIR2QQFJIIIIIIE
SRSSSSR88SRRARARARAIIAIIIIRRKRLLRILLLL8L8R
® MSCI EAFE Analyst Sentiment Select Index ® MSCI EAFE Index

of the Information or any MSCI index is intended to constitute investment advice or a recommendation to make (or refrain from making)
any kind of investment decision and may not be relied on as such. MSCI ESG and climate ratings, research and data are produced by
MSCI ESG Research LLC, a subsidiary of MSCI Inc. MSCI ESG Indexes, Analytics and Real Estate are products of MSCI Inc. that utilize
information from MSCI ESG Research LLC. MSCI Indexes are administered by MSCI Limited (UK) and MSCI Deutschland GmbH. The
Information is provided “as is” and the user of the Information assumes the entire risk of any use it may make or permit to be made of
the Information. NONE OF MSCI INC. OR ANY OF ITS SUBSIDIARIES OR ITS OR THEIR DIRECT OR INDIRECT SUPPLIERS OR ANY
THIRD PARTY INVOLVED IN MAKING OR COMPILING THE INFORMATION (EACH, AN “INFORMATION PROVIDER") MAKES ANY
WARRANTIES OR REPRESENTATIONS AND, TO THE MAXIMUM EXTENT PERMITTED BY LAW, EACH INFORMATION PROVIDER
HEREBY EXPRESSLY DISCLAIMS ALL IMPLIEDWARRANTIES, INCLUDING WARRANTIES OF MERCHANTABILITY AND FITNESS FOR
A PARTICULAR PURPOSE. WITHOUT LIMITING ANY OF THE FOREGOING AND TO THE MAXIMUM EXTENT PERMITTED BY LAW,
IN'NO EVENT SHALL ANY OF THE INFORMATION PROVIDERS HAVE ANY LIABILITY REGARDING ANY OF THE INFORMATION FOR
ANY DIRECT, INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL (INCLUDING LOST PROFITS) OR ANY OTHER DAMAGES EVEN IF
NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES. The foregoing shall not exclude or limit any liability that may not by applicable
law be excluded or limited. Privacy notice: For information about how MSCI collects and uses personal data, please refer to our Privacy
Notice at https://www.msci.com/privacy-pledge.

©2026 MSCI Inc. Al rights reserved | CFS0426



https://www.msci.com

	Button 23: 
	Page 1: 

	Button 29: 
	Page 2: 



