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The M assachusetts Investor Sentiment I ndex

The Massachusetts Investment Sentiment Index (MiSla market-based measure of investor
sentiment for firms that either are headquartenelassachusetts or have a significant presendeein t
state. The MISI is constructed using firms that iaréhe Massachusetts Bloomberg IndéBBMX),
which follows 240-250 firms which span more thanig@ustries and range in size from $2 million to
$42 billion in market capitalization. Daily returrigr each of the securities in the BBMX and the
average standard deviation of daily returns overgfrevious five days (the "historic volatility")ear
computed. The MISI is constructed every day usimgraelation of the daily returns and the historic
volatility.

The MISI can range from a low of -100 to a hight@D0. For values between -10 to +10 the market is
classified as risk-neutral, for values betweenaf@ -30 the market is labeled moderately risk-ajers
and for values less than -30 the market is consttighly risk-averse.

Similarly, if MISI falls between +10 and +30, thearket is labeled moderately risk-seeking, andef th
index exceeds +30, the market is considered higsHyseeking.

Movements in the MISI capture both positive andatieg news concerning Massachusetts firms and
the region's economy. Also, changes in the MIS$elp replicate changes in the BBMX. The

MISI and the BBMX return for the same trading dagshon average, a significant correlation
coefficient of about seventy-five percent.
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Massachusetts I nvestor Sentiment Index (M1SI) and the S& P Index from
March, 2008 to March 31, 2008.

MISI and S&P
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EXECUTIVE SUMMARY

Analysis based on Massachusetts I nvestor Sentiment Index (M1SI) and the S& P Index from
March 3, 2008 to March 31, 2008.

» The Massachusetts Investment Sentiment Index (Md¢S)market based measure of investor
sentiment for firms that are either headquartenedassachusetts or have a significant
presence in the state.

» The MISI is constructed using firms that are in kh&ssachusetts Bloomberg Index (MBI).

In thelast 30 daysthe market sentiment was:

MISI Performance

Lesser than -30 (-10 to -30) (10 to -10) (+10 to +30) Greater than +30
MISI Range

High:
» Two days or 11% of the days, it was high risk-segkvith an average score of 39.46.
> Four days or 21% of the days, it was highly riskerae with an average score of -36.57.
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Moder ate:
» Three days or 16% of the days, it was moderatekraverse with an average score of
-20.33.
» Four days or 21% of the days, it was of moderaiskrseeking with an average score of 14.93.

Neutral:
» Six days or 31% of the days, the market’s sentimexst risk-neutral with an average score of
0.98.

Conclusion:

» Daily price movements in MBI & S&P Index are sigoéntly related to investor sentiment.

» The trend in market sentiment has been generaily bethe negative region, although the
trend is on the rise towards the end of the month.

> As market volatility persists, market sentiment hasn impulsive. There have been days when
the market is highly risk averse and the conseewtay it is seen to be highly risk seeking.
This trend is mostly seen in the period fronf'16 23" March 2008.

» On March 1Y, spurred by the actions of the Federal Reserventir&et rebounded, albeit
temporarily, and the market sentiment reachedigisdst level in 2008.

m COLLEGE OF
4 /1 NMlanagement
UMASS

BOSTON

Financial Services Forum




