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THE FED

This week the Federal Reserve voted unanimously to maintain the target fed funds rate at 5.25%-5.50%. Although the
result was highly anticipated, the markets paid close attention to any new indication about the timing of an eventual cut in
rates. The post-meeting statement did not provide much in this respect, only stating that inflation goals “continue to
move into better balance.” However, in his post-meeting remarks, Chairman Jerome Powell appeared open to a rate cut
noting it “could be on the table as soon as the next meeting.” He added that the Fed will consider the “totality of the
data” when making policy decisions.

Our Take: The post-meeting statement from the Fed did not give the dovish signals the market was hoping for, but
Powell’s comments show a September cut is still a possibility. In the end, with two months of employment and inflation
data before the next meeting, the Fed remains cautious and is keeping its options open.

EMPLOYMENT

Nonfarm payrolls rose by 114,000 jobs in June, underperforming expectations. The unemployment rate rose from 4.1%
to 4.3% while labor force participation rose to 62.7% from 62.6%. Average hourly earnings grew by 0.2% and are up
3.6% year-over-year.

Our Take: Employment markets were considerably weaker than expected in July as nonfarm payrolls grew less than
expected and the unemployment rate increased more than expected. Rate cuts in September are a near certainty, barring
any major surprises. Now, the biggest question on the market’s mind is whether cuts will need to be bigger and faster than
previously anticipated.

JAPAN

The Bank of Japan (BOYJ) raised rates to 0.25% from a target range of 0-0.1%, halved bond buying and indicated that
turther rate hikes are likely. The yen rose in reaction.

Our Take: The BOJ is finally, after several decades, seeing enough pricing power in the domestic economy to allow the
BOJ to attempt to normalize rates and monetary policy. The BOJ is joining other major central banks in starting or
signaling monetary policy normalization, but the BOJ is tightening from extraordinarily loose policy while other central
banks are easing from restrictive policy. This dynamic is likely to be supportive of yen strengthening.

MUNICIPALS

New York Governor Kathy Hochul announced that $54 million of discretionary state infrastructure funds will be
allocated to restart work on the Second Avenue subway line in New York City. The Second Avenue project had stalled
after Governor Hochul paused the Metropolitan Transportation Authority’s congestion pricing toll plan, which was to
take effect on June 30. Governor Hochul touted the funding as an example of her commitment to the city’s constituents
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and transit system. Others expressed concern that the amount does not do enough to fill the $15 billion hole that the
congestion pricing pause created in the MTA budget.

Our Take: Without the revenue from the congestion pricing toll, uncertainty surrounded the MTA’s projects, capital plan
and budget. The $54 million will help restart certain pieces of the $7.7 billion Second Avenue project, but additional
funding will be needed to continue and complete the project. The MTA remains in financial limbo as lawmakers ended
their legislative session in June without a funding plan and will revisit the topic during 2025 budget negotiations.
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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, 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
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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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