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THE FED

The Federal Reserve increased its benchmark interest rate by half a percentage point to a range of 0.75% to 1.0%.
Additionally, the Fed announced the plan for reducing the size of its balance sheet. Starting June 1, the Fed will reduce its
holdings of Treasuries by $30 billion per month and of mortgage-backed securities by $17.5 billion per month. Starting
September 1, the amount of balance sheet reduction will double to $60 billion and $35 billion. Fed Chairman Jerome
Powell indicated that future increases of 50 basis points “should be on the table at the next couple of meetings,” but that
a move of “75 basis points is not something the committee is actively considering.”

Our Take: The Fed is in the eatly stages of its tightening cycle. Current market expectations are for increases of 50 basis
points at the next two meetings followed by 25 basis point hikes at the final two meetings of 2022. The Fed’s terminal
rate, the point at which they stop raising rates, is currently unknown. This is causing very volatile markets.

EMPLOYMENT

Nonfarm payrolls increased by 428,000 jobs in April. The unemployment rate was unchanged at 3.6%. Labor force
participation unexpectedly fell from 62.4% to 62.2%. Average hourly earnings rose 0.3% for the month and are up 5.5%
year-over-year.

Our Take: The biggest surprise in the employment report was the drop in labor force participation. Higher quit rates,
retirements, and individuals leaving jobs to care for family means the U.S. continues to experience a tight labor market.
Continued tight labor markets could lead to faster wage growth which in turn could affect inflation. The two likely paths
to loosen labor markets, and thus reduce inflation pressure, are increased participation or an economic slowdown.

MUNICIPALS

California lawmakers have estimated that the state’s budget surplus could reach $68 billion. Senate Democrats released
the recent estimate, which is significantly higher than the $29 billion surplus estimate from January. Governor Gavin
Newsom is due to release his latest budget revision by May 15.

Our Take: Amid the pandemic recovery, California has experienced higher-than-expected revenue collections, which has
led to the projected surplus. Lawmakers must now determine how to allocate the excess funds. Many lawmakers have

compiled spending wish lists, which include additional spending on education, taxpayer rebates, and adding to the reserve
funds.
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DISCLOSURES

“Madison” and/or “Madison Investments” is the unifying tradename of Madison Investment Holdings, Inc., Madison Asset
Management, LLC (“MAM?”), and Madison Investment Advisors, LLC (“MIA”), which also includes the Madison Scottsdale
office. MAM and MIA are registered as investment advisers with the U.S. Securities and Exchange Commission. Madison
Funds are distributed by MFD Distributor, LLC. MFD Distributor, LLC is registered with the U.S. Securities and Exchange
Commission as a broker-dealer and is a member firm of the Financial Industry Regulatory Authority. The home office for each
firm listed above is 550 Science Drive, Madison, W1 53711. Madison’s toll-free number is 800-767-0300.

Any performance data shown represents past performance. Past performance is no guarantee of future results.

Non-deposit investment products are not federally insured, involve investment risk, may lose value and are not obligations of,
or guaranteed by, any financial institution. Investment returns and principal value will fluctuate.

This report is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale
of any security.

Although the information in this report has been obtained from sources that the firm believes to be reliable, we do not
guarantee its accuracy, and any such information may be incomplete or condensed. All opinions included in this report
constitute the firm’s judgment as of the date of this report and are subject to change without notice. This report is for
informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any security.
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