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RETAIL SALES

Retail sales rose 0.1% in May, falling short of expectations for a 0.3% rise. April retail sales were revised downward to a
0.2% decline.

Our Take: While some of the weakness in sales can be attributed to lower prices, evidence of slowing consumer spending
is mounting. Weaker consumer spending could help inflation to moderate further but this would come at the expense of
economic growth.

THE FED

It was another busy week for Fed speak as several Federal Open Market Committee members provided perspective on
the economy, inflation, and potential timing of any future changes in policy. According to Minneapolis Fed President
Neel Kashkari, economic fundamentals are very sound and strong. He remains confident inflation will return to 2% but
noted it will take a “bit more time.” New York Bank President John Williams sees the disinflationary process continuing
and inflation coming down during “the second half of this year and next year.” Dallas Fed President Lorie Logan said the
Fed will need to see several months of good inflation data to “really have confidence in our outlook,” while Richmond
Fed President Tom Barkin noted the “sustainment and broadening” of improved inflation data over the next “several
months” will be important.

Our Take: Two clear themes emerged from the members’ commentary this week. First, each member was encouraged by
recent data on inflation. Current policy appears restrictive, and inflation is moving in the right direction. Second, it will
take time to gain the confidence needed to make the first rate cut and no one is in any hurry to lower rates.

CHINA

China saw an acceleration of declines in real estate investment and home prices in May, retail sales increased but at less
than half of the average rate before the pandemic, and industrial production rose 5.6%.

Our Take: Following years of overinvestment, the Chinese property sector remains a major drag on growth and a
headwind to consumers who have much of their wealth in real estate. China is currently relying on investment and exports
to maintain economic growth, and exports are coming under greater threat due to geopolitical tensions. China has been
unable to develop domestic consumption to a level that will sustain Chinese economic growth, and until this happens the
Chinese economy will struggle to support global economic growth.

MUNICIPALS

California lawmakers passed a $211 billion budget last week, meeting a June 15 deadline and avoiding a forfeiture of pay
should the deadline be missed. However, final budget negotiations continue with Governor Newsom. California has an
estimated $27.6 billion shortfall and lawmakers are considering several spending and funding cuts along with tapping into
the state’s reserves to close the gap.
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Our Take: California, a state with a surplus two years ago, is facing a shortfall due to lower-than-expected tax revenue
and a delay in 2022 tax collections due to winter storms, which led to inaccurate budget projections for 2023. Governor
Newsom and lawmakers have a tight window to finalize the budget as the July 1 deadline approaches.
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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.
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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”). 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 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 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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