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Cutting Rates into a Boom 
TAM US Q4 2025 Review and Outlook Chartbook 

 

We remain constructive on the U.S. stock market, as it is supported by solid economic 

fundamentals, resilient consumer spending, and healthy corporate earnings. The Federal Reserve 

is expected to continue cutting rates later this year, as nominal GDP growth is booming. The 

primary uncertainties lie in political and geopolitical developments, which could drive short-term 

volatility. On balance, we anticipate another positive year for equities, but there are concerns that 

could lead to occasional periods of weakness.  We summarize our outlook on the important 

market drivers below. 

Economic Growth 

Economic growth has outperformed expectations and appears likely to stay above trend as 

consumption is firm and capital spending remains strong.  Tariff impacts were smaller than 

expected: Q3 GDP was strong (recent nominal GDP growth was over 8%) and Q4 should be 

strong as well.  Inflation is behaving and is below 3%, though still above the Fed’s 2% target. 

Job growth slowed last year amid tariff and immigration-related disruptions, but consumer 

spending should stay strong, and manufacturing should recover in 2026 as the economy rebounds 

from the government shutdown and benefits from the OBBB tax cuts and higher tax refunds help 

demand. 

Federal Reserve Policy 

Fed policy is likely to turn more accommodative than markets expect.  Markets expect two Fed 

rate cuts in 2026.    Given the decline in inflation and job market softness cuts appear warranted. 

With a new Fed Chair taking office in May, the bias may shift toward more aggressive cuts, 

especially if job growth continues to moderate and inflation remains stable. Historically, new 

chairs face early market tests, so volatility may increase as investors gauge policy direction. 

Long Term Interest Rates 

Long-term interest rates may stay elevated even as short-term rates decline. Persistent funding 

needs from deficit spending, infrastructure, and capital investment, particularly in AI, reshoring, 

and energy, will keep demand for capital high. The M&A and credit markets are also expected to 

remain active.  Our early warning signal that markets are worried about inflation or US 

government debt/spending becoming unmanageable is the 10-year treasury yield.  If the market 

loses faith in sustainability of the current situation, rates will increase.  Rates have been in a 

trading range for some time now, but the equity market tolerance for higher yields may fade if 

the 10-year Treasury exceeds roughly 4.5%, which could become a pressure point. 

Earnings Growth 

Corporate earnings remain strong and broadly supported by above-trend nominal GDP growth. 

S&P 500 earnings rose over 12% in 2025, accounting for most of the year’s market gains, and 

consensus forecasts call for another 13.5% increase in 2026. Sector leadership is expected to 
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broaden beyond technology, communications, and financials to include industrials, materials, 

and healthcare. Key risks include slowdown in capital spending, rising labor or input costs, and a 

broader economic slowdown. 

Technical Outlook 

Market momentum remains positive, with the S&P 500 breaking above its 2025 consolidation 

range and over 65% of its stocks trading above their 200-day moving averages. Strength has 

rotated away from technology toward other sectors, while Nasdaq shows relative weakness. Gold 

and other precious metals are in strong uptrends, while oil remains rangebound. Historically, 

sustained rallies in precious metals can foreshadow equity market weakness, but we do not 

believe that inflection point has arrived. 

Valuation 

Equity valuations are elevated, with the forward earnings yield minus the 10-year Treasury yield 

(equity risk premium) near its lowest level since 2002. While high valuations suggest limited 

margin for error, they are not immediate sell signals. If sales growth remains solid and 

productivity improvement continues (particularly through AI adoption), markets could grow into 

current multiples over time. 

Politics and Geopolitics 

Political and geopolitical risks remain a key source of uncertainty. Global tensions are elevated, 

and domestic policy shifts could unsettle markets. President Trump’s populist measures, ranging 

from restrictions on defense contractors to caps on credit card rates and limits on institutional 

real estate investment, may raise concerns about renewed regulation and Fed independence. With 

midterm elections ahead and the potential for another government shutdown, policy-driven 

volatility could be a recurring theme this year. 

Value stocks are starting to lead as markets are recognizing their relative fundamental 

improvement compared to the Large Cap Technology stocks.   Large Cap Technology earnings 

are good but decelerating, while EPS are rising for (and creating interest in) the other 493 stocks 

in the S&P 500.   Broadening market participation is likely to be a major theme this year and 

should allow Banks, Industrials, Health care and even Materials groups to act better.  Investors 

still have too much concentration in the old growth leadership and should consider adding to 

other disciplines with more emphasis on Value and International investing.  

 
We present the performance of our two domestic strategies below for your review.  Both 

emphasize large capitalization and high-quality applications of our intrinsic value process.  The 

Large Cap Intrinsic Value is a diversified application of the strategy, using risk controls and sell 

disciplines with a long-term holding period.  The Intrinsic Value Opportunity Fund is a more 

concentrated, unconstrained, higher turnover adaptation of the style.    Please look on our 

website, www.toddasset.com, for more information and quarterly reviews for each of these 

strategies or call us if you would like to discuss them in more detail. If you are interested in our 

international strategies, please look at the International chartbook and strategy reviews that are 

on the website as well.    

 

http://www.toddasset.com/
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 Factor Analysis 

 
 

Markets have shifted to favoring attractive valuations over both the past quarter and year.  

The Multi-Factor Ranking we use as a screening tool has also performed well over those time 

periods.  We screen stocks seeking three things when managing our strategies, attractive 

valuation, solid/improving fundamentals and attractive charts.  We find stocks with those 

characteristics by combining seven factors into our proprietary Multi-Factor Ranking where a 

high rating indicates good probability of success and vice versa.  Our selection process is to then 

fundamentally evaluate stocks that rank highly on our Multi-Factor Ranking and see if they have 

the long-term potential to outperform their peers on a fundamental basis.  When this factor is 

outperforming, we should have the wind at our backs for performance. 

 

The factors performing poorly over the last quarter and year were Low Volatility (beta), 

Earnings Stability and Quality ranking.  Real Estate and Staples were two of the worst 

performing groups in the S&P 500 during the year, and they were joined by Utilities in the fourth 

quarter.  We believe that helped skew these factors negatively, as those groups are typically 

considered dependable, high quality and lower volatility investments. 
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Charts we are sharing with clients this quarter: 
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Thank you for your support and attention.   Please visit our website at www.toddasset.com for copies of 
this and other reports.  As always, if you need any additional information, please feel free to contact any 
of us. 

Curt Scott, CFA 

Jack White, CFA 

Jack Holden CFA 

Shaun Siers, CFA 

01/20/26  

S&P 500 – 6,796.86 

Russell 1000 Value – 2,124.96 

Todd Asset Management LLC (“TAM”) is a registered investment advisor headquartered in the Commonwealth of Kentucky. The firm only 

transacts business in states where it is properly notice filed or is excluded or exempted from registration requirements. This publication has 

been distributed for informational purposes only and should not be considered as investment advice or a recommendation of any particular 

security, strategy, or investment product.  Past performance does not provide any guarantee of future performance, and one should not rely on 

performance as an indication of future performance.  There is no guarantee that the investment strategy will work under all market conditions. 

Investments involve varying degrees of risk, and there can be no assurance that this product is suitable for everyone’s investment portfolio.  

Commentary contains subjective judgements, management opinions and assumptions subject to change without notice.  Commentary is based 

on information as of the period covered by this publication.  Information contained herein has been obtained from sources believed to be 

reliable but not guaranteed.  No part of this publication may be reproduced in any form, or referred to in any other publication, without express 

written permission of TAM. © 2026.   

 

The UBS Magnificent 7 tracks a group of 7 of the largest mega-cap tech stocks listed in the US, this includes Apple, NVIDIA, Microsoft, Alphabet, 

Amazon, Meta and Tesla. 

 
London Stock Exchange Group PLC and its group undertakings (collectively, the “LSE Group”). © LSE Group 2018. FTSE Russell is a trading name 
of certain of the LSE Group companies. FTSE®, Russell®, and FTSE Russell® are trademarks of the relevant LSE Group companies and are used 
by any other LSE Group company under license.  All rights in the FTSE Russell indexes or data vest in the relevant LSE Group company which 
owns the index or the data. Neither LSE Group nor its licensors accept any liability for any errors or omissions in the indexes or data and no party 
may rely on any indexes or data contained in this communication. No further distribution of data from the LSE Group is permitted without the 
relevant LSE Group company’s express written consent. The LSE Group does not promote, sponsor or endorse the content of this 
communication.  
  

http://www.toddasset.com/
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TODD ASSET MANAGEMENT LLC 

LARGE CAP INTRINSIC VALUE COMPOSITE DISCLOSURE 

 

Past performance does not provide any guarantee of future performance, and one should not rely on the Composite or any security’s 

performance as an indication of future performance.  Investment return and principal value of an investment will fluctuate so that the value of 

the account may be worth more or less than the original invested cost.  There is no guarantee that this investment strategy will work under all 

market conditions. 

Specific stocks discussed are included to help demonstrate the investment process or, as a review of the Composite’s results; and are not 

intended as recommendations of said securities and carry no implications about past or future performance.  All or some of the specific stocks 

mentioned may have been purchased or sold by accounts within the Composite during the period, or since the period, and may be purchased or 

sold in the future.  The compilation of information contained herein reflects the views and opinions of TAM financial professionals at the time 

of creation which may change at any time without prior notification.  There is no guarantee that any forward-looking opinions will occur. 

Todd Asset Management LLC (“TAM”) is a registered investment adviser.  Registration of an investment adviser does not imply any level of skill or 

training.  The performance presented represents a Composite of tax-exempt fully discretionary intrinsic value accounts, invested primarily in large 

cap domestic equity securities with the objective to seek capital appreciation.  This goal is pursued by investing in a diversified portfolio of equity 

securities that TAM believes are trading at a discount to their intrinsic value. The minimum account size for this Composite is $1 million. 

Todd Asset Management LLC, formerly Todd-Veredus Asset Management LLC began operations on June 1, 1998 as Veredus Asset Management 

LLC (VAM).  Effective May 1, 2009, VAM combined with Todd Investment Advisors, Inc. (TIA). TIA (and its predecessors) was founded in 1967 by 

Bosworth M. Todd.  Upon the combination of VAM and TIA in 2009, Veredus Asset Management LLC changed its name to Todd-Veredus Asset 

Management LLC (TVAM). On February 28, 2013, after a change in ownership involving some VAM unitholders, TVAM changed its name to Todd 

Asset Management LLC.  The firm continues to offer the same strategies managed by individuals using the process founded under TIA. 

The Large Cap Intrinsic Value Composite contains fully discretionary, tax-exempt accounts that use either the S&P 500 Index or Russell 1000 Value 

Index as the benchmark.  Prior to April 1, 2010, this Composite was known as the Relative Value Equity Composite; no changes in the strategy were 

made in conjunction with the name change.  All fee-paying, fully discretionary portfolios under our management are included in a Composite.  

Accounts are eligible for inclusion in the Composite at the beginning of the first calendar quarter after the month of initial funding and upon being 

fully invested. 

TAM claims compliance with the Global Investment Performance Standards (GIPS®).  The Firm has been independently verified for the periods 

January 1, 2008 through December 31, 2024.  VAM was verified for the period July 1, 1989 through December 31, 2007 by a previous verifier.  

TIA's compliance with the GIPS® standards has been verified for the period January 1, 1993 through April 30, 2009.  The Large Cap intrinsic Value 

Composite has been examined for the periods January 1, 2011 through December 31, 2024.  GIPS® is a registered trademark of CFA Institute.  

CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.  To receive 

additional information regarding TAM, including a GIPS Composite Report for the strategy presented, contact Monica Slyter at 1-888-544-8633, 

or write Todd Asset Management LLC, 101 South Fifth Street, Suite 3100, Louisville, Kentucky 40202, or mslyter@toddasset.com. 

The performance information is presented on a trade date basis, both gross and net of management fees, net of transaction costs and includes the 

reinvestment of all income.  Net of fee performance was calculated using the applicable annual management fee schedule of .60% applied monthly.  

Prior to September 2001, the management fee schedule applied to the Composite was .50%.  Actual investment advisory fees incurred by clients 

may vary.  The currency used to calculate and express performance is U.S. dollars.  All cash reserves and equivalents have been included in the 

performance. 

The Composite performance has been compared to the following benchmarks. The indexes are unmanaged, and not available for direct investment; 

they include reinvestment of dividends; they do not reflect management fees or transaction costs.  The volatility of the index and a client account 

will not be the same. 

S&P 500 Index is a widely recognized index of market activity based on the aggregate performance of a selected portfolio of publicly traded 

common stocks.  The performance data was supplied by Standard & Poor’s.  It is included to indicate the effect of general market conditions. 

Russell 1000 Value Index is a widely recognized index of market activity based on the aggregate performance of common stocks from the Russell 

1000 Index, with lower price-to-book ratios and lower forecasted growth values.  The performance data was supplied by Frank Russell Trust 

Company. 

Risks - Investments involve varying degrees of risk, and there can be no assurance that this product is suitable or profitable for your investment 

portfolio.  The LCIV product is designed for long-term investors, who are willing to accept short-term market price fluctuations.  Stock market and 

business risks are general risks associated with the product. There are times the overall market may not favor value-style investing, and it is possible 

the intrinsic value of the underlying stocks may never be realized.  

At acceptance, TAM will provide all clients with a copy of our current Form ADV, Part 2A (“Disclosure Brochure”), Form ADV Part 2Bs, which are 

the Brochure Supplements for each advisory person supporting a particular client, and, if an individual investor, the Form ADV Part 3 (client 

Relationship Summary or Form CRS). You may also obtain a copy of these disclosures on the SEC website at http://adviserinfo.sec.gov. 

  

http://adviserinfo.sec.gov/
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TODD ASSET MANAGEMENT LLC 
INTRINSIC VALUE OPPORTUNITY COMPOSITE DISCLOSURE 

 

Past performance does not provide any guarantee of future performance, and one should not rely on the Composite or any security’s 

performance as an indication of future performance.  Investment return and principal value of an investment will fluctuate so that the value of 

the account may be worth more or less than the original invested cost.  There is no guarantee that this investment strategy will work under all 

market conditions.   

Specific stocks discussed are included to help demonstrate the investment process or, as a review of the Composite’s results; and are not 

intended as recommendations of said securities and carry no implications about past or future performance.  All or some of the specific stocks 

mentioned may have been purchased or sold by accounts within the Composite during the period, or since the period, and may be purchased or 

sold in the future.  The compilation of information contained herein reflects the views and opinions of TAM financial professionals at the time 

of creation which may change at any time without prior notification.  There is no guarantee that any forward-looking opinions will occur. 

Todd Asset Management LLC (“TAM”) is a registered investment adviser.  Registration of an investment adviser does not imply any level of skill or 

training.  The performance presented represents a Composite of fully discretionary accounts invested in equity securities within the S&P 500 Index 

with the objective to seek capital appreciation.  This goal is pursued by investing in a portfolio of securities that are in the least expensive third of 

the S&P 500 Index using a rules-based process based on financial strength, profitability strength and market acceptance. 

Todd Asset Management LLC, formerly Todd-Veredus Asset Management LLC began operations on June 1, 1998 as Veredus Asset Management 

LLC (VAM).  Effective May 1, 2009, VAM combined with Todd Investment Advisors, Inc. (TIA).  TIA (and its predecessors) was founded in 1967 by 

Bosworth M. Todd.  Upon the combination of VAM and TIA in 2009, Veredus Asset Management LLC changed its name to Todd-Veredus Asset 

Management LLC (TVAM).   On February 28, 2013, after a change in ownership involving some VAM unitholders, TVAM changed its name to Todd 

Asset Management LLC.  The firm continues to offer the same strategies managed by individuals using the process founded under TIA. 

The Intrinsic Value Opportunity Composite contains fully discretionary, taxable and tax-exempt accounts that use either the S&P 500 Index or the 

Russell 1000 Value Index as the benchmark.  All fee-paying, fully discretionary portfolios under our management are included in a Composite.  

Accounts are eligible for inclusion in the Composite at the beginning of the first calendar quarter after the month of initial funding and upon being 

fully invested. 

TAM claims compliance with the Global Investment Performance Standards (GIPS®).  The Firm has been independently verified for the periods 

January 1, 2008 through December 31, 2024.  VAM was verified for the period July 1, 1989 through December 31, 2007 by a previous verifier.  

TIA's compliance with the GIPS® standards has been verified for the period January 1, 1993 through April 30, 2009.  The Intrinsic Value 

Opportunity Composite has been examined for the periods January 1, 2011 through December 31, 2024.  GIPS® is a registered trademark of CFA 

Institute.  CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.  

To receive additional information regarding TAM, including a GIPS Composite Report for the strategy presented, contact Monica Slyter at 1-888-

544-8633, or write Todd Asset Management LLC, 101 South Fifth Street, Suite 3100, Louisville, Kentucky 40202, or mslyter@toddasset.com. 

The performance information is presented on a trade date basis, both gross and net of management fees, net of transactions costs, and includes the 

reinvestment of all income.  Net of fee performance was calculated using the applicable annual management fee schedule of .80% applied monthly.  

From October 2009 to March 2014 the management fee schedule applied to the Composite was 0.70%.  Prior to October 2009, the management 

fee schedule applied to the Composite was .60%.  Actual investment advisory fees incurred by clients may vary.  The currency used to calculate and 

express performance is U.S. dollars.  All cash reserves and equivalents have been included in the performance. 

The Composite performance has been compared to the following benchmarks. The indexes are unmanaged, and not available for direct investment; 

they include reinvestment of dividends; they do not reflect management fees or transaction costs.  The volatility of the index and a client account 

will not be the same. 

S&P 500 Index is a widely recognized index of market activity based on the aggregate performance of a selected portfolio of publicly traded 

common stocks.  The performance data was supplied by Standard & Poor’s.  It is included to indicate the effect of general market conditions. 

Russell 1000 Value Index is a widely recognized index of market activity based on the aggregate performance of common stocks from the Russell 

1000 Index, with lower price-to-book ratios and lower forecasted growth values.  The performance data was supplied by Frank Russell Trust 

Company. 

Risks – Investments involve varying degrees of risk, and there can be no assurance that this product is suitable for your investment portfolio.  The 

Opportunity product is designed for long-term investors who are willing to accept short-term price fluctuations. Stock market and business risks 

are general risks.  This product generally holds 30 securities and is rebalanced every 3 months, thus it is more concentrated and may generate more 

investment turnover than other products.  It is not required to be diversified by sector, and should be considered a more sector concentrated, 

aggressive application of the price to intrinsic value investment philosophy.  There are times the overall market may not favor value-style investing, 

and it is possible the intrinsic value of the underlying stocks may never be realized. 

At acceptance, TAM will provide all clients with a copy of our current Form ADV, Part 2A (“Disclosure Brochure”), Form ADV Part 2Bs, which are 

the Brochure Supplements for each advisory person supporting a particular client, and, if an individual investor, the Form ADV Part 3 (client 

Relationship Summary or Form CRS). You may also obtain a copy of these disclosures on the SEC website at http://adviserinfo.sec.gov. 

 

http://adviserinfo.sec.gov/

