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Interest Rates: Diverging
	 We started 2025 with a U.S. biased, slightly risk-on posture. This stance reflects expectations for continued U.S. economic 

resilience, less restrictive monetary policy, and anticipated deregulation and tax cuts from the new administration. However, 
a huge leap in recent manufacturing survey data has prompted us to question whether we should increase our risk 
exposure further. 

	 In January, the Philadelphia Fed Manufacturers Business Outlook Survey surged to the second-highest monthly reading 
since 1995. While this is just one district, the survey has historically been a good proxy for the ISM Manufacturing PMI 
Survey. It also aligns with other indicators, including a notable surge in post-election CEO optimism - driven largely by 
expectations of deregulation and a more business-friendly policy environment. 

	 Other signs of renewed “animal spirits” in Corporate America include:

	 Capital Expenditures: A recent small business survey showed a sharp increase in capital expenditure plans. Small 
businesses would not be representative of AI spending, indicating a broadening of business spending.

	 M&A activity is expected to climb as antitrust scrutiny eases. Morgan Stanley's CEO highlighted that global M&A 
pipelines are at their highest level in seven years. 

	 IPOs: Pitchbook forecasts a favorable outlook for IPOs, supported by improving financing conditions, tighter credit 
spreads, strong equity markets, and anticipated regulatory rollbacks for public companies.

	 Foreign direct investment into the U.S. is also likely to accelerate, driven by policies encouraging more domestic 
production. Additionally, some countries may seek to curry favor with the new administration by announcing large 
U.S. investments. Saudi Arabia, for example, recently unveiled plans to invest $600 billion in the U.S. over the next  
4 years. 

	 While these developments appear positive for the economy and equities, we plan to wait for more definitive evidence 
(i.e. actual spending). Survey-based intentions don’t always translate into action (let’s hope they do), and we are already 
positioned to benefit from ongoing economic growth. Additionally, current market valuations are elevated, and although 
the Fed has cut interest rates, monetary policy remains restrictive. Finally, not all elements of the new administration’s 
agenda are market-friendly, adding another layer of complexity to the outlook.

Manufacturing Surveys

Source: Bloomberg: Monthly data since 1995 through Dec 2024 for PMI and Jan 2025 for the Philadelphia Fed.
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The information provided reflects the research and opinion of Touchstone Investments as of the date indicated, and is subject to change 
without prior notice. Past performance is not indicative of future results. There is no assurance any of the trends mentioned will continue or 
forecasts will occur. Investing in certain sectors may involve additional risks and may not be appropriate for all investors.

The indexes mentioned are unmanaged statistical composites of stock or bond market performance. Investing in an index is not possible. 

For Index Definitions see: TouchstoneInvestments.com/insights/investment-terms-and-index-definitions

Please consider the investment objectives, risks, charges and expenses of the fund carefully before investing. The prospectus and 
the summary prospectus contain this and other information about the Fund. To obtain a prospectus or a summary prospectus, 
contact your financial professional or download and/or request one on the resources section or call Touchstone at 800.638.8194. 
Please read the prospectus and/or summary prospectus carefully before investing.

Investment return and principal value of an investment in a Fund will fluctuate so that an investor's shares, when redeemed, may be worth more or 
less than their original cost. All investing involves risk.

Touchstone Funds are distributed by Touchstone Securities, Inc.

A registered broker-dealer and member FINRA/SIPC

A member of Western & Southern Financial Group

Not FDIC Insured | No Bank Guarantee | May Lose Value

TSF-4100-TAAG-COM1-2501Page 2 of 2. Not valid without all pages.

January 29, 2025Asset Allocation Chart of the Month

Word About Risk

Fixed-income securities can experience reduced liquidity during certain market events, lose their value as interest 
rates rise and are subject to credit risk which is the risk of deterioration in the financial condition of an issuer and/
or general economic conditions that can cause the issuer to not make timely payments of principal and interest also 
causing the securities to decline in value and an investor can lose principal. When interest rates rise, the price of 
debt securities generally falls. Longer term securities are generally more volatile. Investment grade debt securities 
may be downgraded by a Nationally Recognized Statistical Rating Organization to below investment grade status. 
Non-investment grade debt securities are considered speculative with respect to the issuers' ability to make timely 
payments of interest and principal, may lack liquidity and has had more frequent and larger price changes than 
other debt securities. Equities are subject to market volatility and loss. Growth stocks may be more volatile than 
investing in other stocks and may underperform when value investing is in favor. Value stocks may not appreciate 
in value as anticipated or may experience a decline in value. Stocks of large-cap companies may be unable to 
respond quickly to new competitive challenges. Stocks of small- and mid-cap companies may be subject to more 
erratic market movements than stocks of larger, more established companies. Investments in foreign, and emerging 
market securities carry the associated risks of economic and political instability, market liquidity, currency volatility 
and accounting standards that differ from those of U.S. markets and may offer less protection to investors. The 
risks associated with investing in foreign markets are magnified in emerging markets, due to their smaller and less 
developed economies.

http://TouchstoneInvestments.com/insights/investment-terms-and-index-definitions

