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June 13, 2025
MarketDesk US Risk Demand Indicator — Simple Asset Allocation Framework (SAAF) -
Figure 11, Weekly Note Figure 10, Weekly Note

NOTE: SAAF moves into Quadrant 4 indicating “recovery” and allocation to select equity sectors
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What is the U.S. Risk Demand Indicator?

The U.S. Risk Demand Indicator (USRDI) is a quantitative tool built to measure investors’ risk appetite in real-
time. Understanding risk regimes is crucial, as they impact asset class returns and inform asset allocation
decisions. By tracking broad market trends, the indicator defines the current environment and answers a
fundamental question: What portfolio beta exposures should we own?

Knowing the Current Risk Regime is Key to Managing Portfolios

USRDI classifies the market into two risk environments: "Risk-On" (increase portfolio beta) and "Risk-Off"
(decrease portfolio beta). The two regimes impact markets differently, including asset class returns, market
volatility, and drawdown risk. Knowing the current risk environment helps investors manage equity and credit
beta exposures, such as cyclical vs defensive sectors, high beta vs low volatility stocks, and investment grade vs
high yield bonds. Adjusting portfolio betas to match the current risk environment can enhance risk-adjusted
returns and reduce drawdowns.

Note for Portfolio Moves

The USRDI provides a weighted-factor signal that may be used to guide portfolio changes. It is used to provide
guidance on possible portfolio changes including over- or underweights to certain sectors. It’s designed to be a
quick reference. Most of the time, there’s no immediate action required—if your portfolio is already well-
positioned, you can stay the course. Tracking the indicator helps establish a structured framework for
understanding market conditions and offers insight into the potential for volatility and drawdown risk. The key
is to maintain a big-picture focus and compare your portfolio’s beta exposures to the preferred betas for the
current regime.



Firm Disclosures

The information and opinions provided herein are provided as general market commentary only and are subject to change at any time
without notice. This commentary contains forward-looking statements that are subject to various risks and uncertainties. None of the
events or outcomes mentioned here may come to pass, and actual results may differ materially from those expressed or implied in
these statements. No mention of a particular security, index, or other instrument in this report constitutes a recommendation to buy,
sell, or hold that or any other security, nor does it constitute an opinion on the suitability of any security or index. The report is strictly
an informational publication and has been prepared without regard to the investments and circumstances of the recipient.

Past performance does not guarantee or indicate future results. Any index performance mentioned is for illustrative purposes only and
does not reflect any management fees, transaction costs or expenses. Indexes are unmanaged and one cannot invest directly in an
index. Index performance does not represent the actual performance that would be achieved by investing in a fund.



