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MIDDLE EAST

Iran launched a direct attack on Israel using drones and missiles in response to the attack on an Iranian compound in
Damascus. 99% of the objects launched were intercepted, there were no fatalities in Israel, and damage from the attack
was minimal. Following the attack, the Iranian government stated that it saw no need for further action. The U.S. and
other Western nations urged Israel to show restraint in response to the Iranian attack, but some hardline members of
Netanyahu’s coalition urged a strong response. Israel responded with a limited drone attack against a facility involved in
the Iranian attack that caused little damage. Brent crude, Treasuries, and gold rallied slightly at the news of both attacks
and then subsided as it became clear that neither attack was likely to lead to a significant escalation.

Our Take: The Iranian and Israeli governments both seem to be trying to thread the needle between appeasing domestic
constituencies that are calling for aggressive responses and avoiding an escalation into a wider direct and ongoing conflict
between Israel and Iran. Thus far, the most recent attacks by either side seem to be calibrated to achieve this outcome and
to avoid giving Iran reasons to accelerate its nuclear program. If this balance is not maintained, a spike in oil prices and a
flight to haven assets is likely.

THE FED

It was a busy week for Fed speak with many members providing their perspective on the progress of the Fed’s fight
against inflation. Minneapolis Fed President Neel Kashkari called for patience until the Fed is “convinced that inflation is
on its way back down to 2%.” Federal Reserve Bank of Cleveland Loretta Mester noted that monetary policy is in a good
place and that “a strong economy and robust labor market are giving the Fed room to be patient on policy.” Fed
Governor Michelle Bowman highlighted that there is a lot of “continued growth that [the Fed] wouldn’t have expected”
with a tight monetary policy. She added although current policy is restrictive, “time will tell if it is sufficiently restrictive.”
Separately, Chairman Powell commented that “recent data shows a lack of further progress towards our inflation goals,”
and that it’s going to take “longer than expected” to gain the confidence needed to lower rates.

Our Take: So far this year, the Fed has not gained “greater confidence” that inflation is moving sustainably towards its
2% target. To the contrary, the thinking at the Fed appears to have shifted more hawkish since its March meeting. The
Fed’s “higher for longer” stance now looks like higher for even longer.

RETAIL SALES
Retail sales rose 0.7% in March, outpacing expectations of 0.4%. Control group sales, which feed GDP calculations, were

up 1.1%. February retail sales growth was revised upward from 0.6% to 0.9%.

Our Take: The consumer continues to chug along. Strong growth in the final Q1 report should lead to a strong first
quarter GDP. If the Fed continues to receive reports of strong growth and continued inflation, then their current wait-
and-see approach is likely to continue.
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MUNICIPALS

Moody’s Investors Service changed its outlook on the Maryland State Transportation Authority from stable to negative.
Moody’s cited “the uncertainty around the Francis Scott Key Bridge’s replacement project’s costs, including their funding
and timing” as reasons for the outlook change.

Our Take: The Maryland Transportation Authority expects to recover much of the lost toll revenue from the Key Bridge
as the Authority owns the two tunnels that diverted traffic will use. Maryland Governor Wes Moore, along with Maryland
lawmakers, continue to petition Congress to approve funding to rebuild the bridge. Until the funding for the new bridge is
determined, uncertainty for the Maryland State Transportation Authority remains.
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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, WI 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 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.

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 vatious 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.

MADISONINVESTMENTS.COM | 3


https://madisoninvestments.com/assets/img/about/Madison-Investments-Territory-Map.pdf
https://madisoninvestments.com/

