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THE FED

As expected, the Federal Reserve (the “Fed”) decided to keep the target fed funds rate at 5.25%-5.50%. This is the fifth
meeting in a row where the rate remained unchanged. Even the post-meeting statement was largely unchanged from the
previous meeting, citing that economic activity has been “expanding at a solid pace,” job gains “remained strong” and
unemployment “remained low.” In his post-meeting remarks, Chairman Powell noted that despite the strong inflation
numbers so far this year, “the story is really, essentially, the same.” There were some changes, however, in the latest
Summary of Economic Projections. Expectations for both inflation and growth are slightly higher in the near term. Also,
the dot plot showed several dots drifted higher than previous projections, suggesting a slightly slower path forward on
rate normalization. While maintaining the previous outlook for three rate cuts in 2024, the Fed reduced its forecast in
2025 from four to three.

Our Take: Although the projected path of the fed funds rate over the next few years has shifted upward, the Fed remains
optimistic about the direction of inflation, viewing the January and February inflation numbers as outliers. Overall, the
Fed’s message is unchanged. The Fed will be patient and wait for continued improvement in inflation before taking the
first steps in cutting rates.

BANK OF JAPAN

The Bank of Japan (BOJ) moved its policy rate from -0.1% to 0%-0.1%, ending the last negative policy rate for a major
central bank. The BOJ also ended its explicit yield curve control, which capped 10-year Japanese Government Bond
(JGB) yields at 1%. The BOJ’s communications did not signal any further tightening, which markets read as dovish,
pushing the yen lower.

Our Take: The BOJ is finally moving away from its experiment in extreme monetary stimulus. Recent wage and price
data indicate that the BOJ may be behind the curve in normalizing policy. The JGB yield curve is so distorted by BOJ
policies that it is not a reliable signal of market expectations for the Japanese economy, but that should improve as the
BOJ retreats from its Abenomics policies.

MUNICIPALS

Certain Build America Bond (BAB) issuers, whose taxable municipal bonds came to market over a decade ago, have taken
steps to call their taxable issues and refinance in the tax-exempt market at lower rates. Many BAB issues that remain
outstanding contain an extraordinary redemption provision (ERP), which allows for the bonds to be called before the due
date if a redemption trigger occurs. Recently, some issues have experienced a decrease in the percentage of interest that
the federal government pays, and BAB issuers have claimed that this constitutes an ERP, allowing the bonds to be called.

Our Take: Bondholders owning BAB bonds subject to an ERP call may experience losses if the call price is lower than
the current market price. Investors have been pushing back on issuers, arguing that the decrease in the percentage of
interest that the federal government pays is not substantial enough to trigger an ERP. In some cases, investors have hired
lawyers to challenge BAB issuer redemption plans. Many investors will be following these cases closely as there are
currently $100 billion of BABs outstanding according to Bloomberg.

/\\I/‘,,
I
550 SCIENCE DRIVE, MADISON, WI 53711 rm;;——;q ,‘D&HHH‘ 888.971.7135 MADISONINVESTMENTS.COM




INVESTMENTS

CONTACT

Institutional Investors
Financial Advisors and Consultants Visit us online

888.971.7135 888.971.7135 madisoninvestments.com

Find your Regional Director on our

coverage map or by visiting

madisoninvestments.com/contact.

ABOUT REINHART FIXED INCOME

Quality, stability, and predictability are the hallmarks of the Reinhart Fixed Income management philosophy. We believe
that successful fixed income management is a product of understanding the role bonds play in a specific client’s investment
strategy and developing unique portfolios to meet the objectives of the client. Reinhart Fixed Income is part of Madison
Investments, an independent investment manager providing active, high-quality, and high-conviction portfolios since 1974.

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”). 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.

Although the information in this report has been obtained from sources that the firm believes to be teliable, 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.

Madison Investment Holdings, Inc. acquired the fixed income management assets of Reinhart Partners, Inc. on June 11, 2021 and now
employs the Investment Team that previously managed the assets at Reinhart. The Investment Team manages the assets using substantially
the same strategies and objectives as at Reinhart. Performance information dated prior to the purchase reflects that of Reinhart Partners,
Inc.

Quality refers to the bond ratings provided by the various third-party ratings agencies. Stability and predictability refer to the cash flow of
individual securities and not to the market value or performance of portfolio holdings. There is no guarantee this strategy will lead to
investment success.

In addition to the ongoing market risk applicable to portfolio securities, bonds are subject to interest rate risk. When interest rates rise, bond
prices fall; generally, the longer a bond’s maturity, the more sensitive it is to this risk. Bonds may also be subject to call risk, which allows the
issuer to retain the right to redeem the debt, fully or partially, before the scheduled maturity date. Proceeds from sales prior to maturity may
be more or less than originally invested due to changes in market conditions or changes in the credit quality of the issuer.
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