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Opportunities Reside Inside the S&P 500 Index

>

Headline S&P 500 valuations continue to overstate how expensive the “average” stock actually is. While the cap-weighted
index trades at roughly 22x 2026 earnings estimates, the equal-weight S&P 500 trades closer to 17x, a nearly 30% discount that
highlights how a handful of mega-cap stocks are skewing the index multiple higher.

Valuation breadth beneath the surface remains surprisingly healthy. Roughly 260 S&P 500 constituents trade below 20x forward
earnings, while 159 stocks trade below 15x.

The distribution of valuations across the index is highly skewed. A small cluster of very expensive stocks materially lifts the
average multiple, while the median stock trades at a far more reasonable valuation level. That creates opportunities for active
managers willing to look beyond the largest benchmark weights.

Elevated index-level multiples are also supported by unusually strong fundamentals. Forward return on equity and profit
margins for the S&P 500 remain near multi-decade highs, suggesting valuations are not being driven solely by speculation, but
also by strong corporate profitability.

Valuation dispersion inside the S&P 500 remains historically wide, with “cheap” stocks trading at a fraction of the valuation
assigned to the market’s most expensive names. Historically, periods of wide dispersion have created good conditions for stock
selection.

The key takeaway: investors should avoid treating the S&P 500 as a monolith. Beneath a historically expensive cap-weighted
index sits a much more attractively valued universe of companies, particularly outside the largest mega-cap growth names.
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Source: Bloomberg, as of May 22, 2026
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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.

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: Touchstonelnvestments.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, LLC

A registered broker-dealer and member FINRA/SIPC
A member of Western & Southern Financial Group

Not FDIC Insured | No Bank Guarantee | May Lose Value
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