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U.S. GDP
Real GDP grew at an annualized 2.8% rate in the second quarter.

Our Take: GDP growth was buoyed by consumer spending and capital investment. Continued growth in these areas,
especially consumer spending, is paramount to avoid a recession. Strong growth provides ammunition for those Federal
Open Market Committee (FOMC) members who want to delay easing.

INFLATION
The core Personal Consumption Expenditure Price Index (PCE) rose 0.2% in June and is up 2.6% year-over-year.

Our Take: The core PCE is one of the Fed’s preferred measures of inflation. It continues to creep toward the Fed’s 2.0%
inflation target and, in contrast to the GDP report, provides ammunition for those FOMC members who want to start
easing soon. A September rate cut is likely unless future reports show inflation reaccelerating.

CHINA

The Chinese Communist Party’s Third Plenum meeting failed to deliver the hoped-for consumer stimulus and did not
address the property crisis while measures designed to address local government fiscal issues were much too small. The
People’s Bank of China (PBOC) cut rates to support economic growth, but these cuts were mostly marginal as the PBOC
is concerned about protecting the value of the currency to prevent import price inflation.

Our Take: The Chinese government finds itself unable to implement significant fiscal stimulus or to allow the property
markets to clear while also facing threats to exports. China is unlikely to resume its role as the global growth driver, and its
economy is facing significant risks in the near and medium term.

MUNICIPALS

Total state general fund spending is expected to fall 6.2% to $1.2 trillion in fiscal 2025 according to a survey conducted by
the National Association of State Budget Officers. The decline follows general fund expenditure growth of 14.4% in 2024
and 7.2% in 2023. Next year’s projected figure is the largest percentage drop since 2010, when spending declined 6.6%
following the Great Recession.

Our Take: Not all states will cut spending in 2025. Approximately half of the states will increase spending according to
the report. For those states spending less, the cuts are explainable. States flush with cash after receiving pandemic relief
and federal aid boosted spending in recent years, with many using funds on one-time projects. In addition, California,
looking to close its $47 billion budget gap, has announced that certain spending will be delayed or cut. California’s large
figures skew the overall national number.
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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, LL.C. 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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