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> Starting in 2020 the U.S. Government launched a set of stimulus programs that, combined, were larger than anything
seen historically. This “helicopter drop” of money on consumers and businesses led to a significant build up in cash
holdings. Then in 2022 the FOMC embarked on one of its most aggressive monetary tightening campaigns raising
their Federal Funds rate target by over 500 basis points to 5.4% (mid-point of range). For perspective, In the 10 years
preceding the Federal Funds rate averaged just 0.6%, and that included a tightening cycle from 2016-2019.

> Asaresult of this fiscal stimulus and a 10 fold increase in short-term interest rates Money Market Fund assets have
grown to $5.9 trillion. It is a staggering sum, though maybe not all that surprising given the drivers.

» Not counted in this money market mountain is another $1 trillion in small denomination deposits (mostly CDs); it was
less than $100 billion in the middle of 2022.

> It seems everywhere we look there is cash ready to be deployed. For example, of the $1.5 trillion committed to
private credit over 25% is “dry powder” which is committed but not yet deployed.

> We believe that the FOMCis very likely to begin cutting rates this year and that lower rates will trigger an avalanche
on this mountain of liquidity, putting a lot of other asset classes into play.

> Where will that money go? Likely in many directions, but we believe that it will have its largest impact on asset
classes that are less liquid, which is natural given greater price sensitivity to asset flows, as well as cheaper and more
economically sensitive sectors as investors anticipate economic support from lower interest rates.

> That leads us to U.S. small and mid-cap stocks which appear well positioned to benefit as they ring all three bells of
lower liquidity, lower valuations and greater economic sensitivity. Also, while we remain slightly underweight to high
yield given valuation, we did reduce our high yield underweight as we see less of a default burden and are attracted
to current yields.

ICI Money Market Fund Assets
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The Investment Company Institute (ICl) is the leading association representing regulated investment funds. Money market funds typically invest in high-
quality, short-term debt instruments and cash equivalents.

$5

s
by

Trillions

v
w

$2

$1
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Bloomberg. 20 years monthly date through Dec 2023

Page 1 of 2. Not valid without all pages.



Asset Allocation Chart of the Month JANUARY | 2024 4

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.

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.
Touchstone is a member of Western & Southern Financial Group
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