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FEDERAL RESERVE MEETING

As expected, the Federal Reserve (Fed) Open Market Committee left its federal funds rate unchanged at the current
range of 0.0%-0.25%. Indicators of economic activity and employment showed increased improvement as the
country continued to make progress on vaccinations. The Summary of Economic Projections (SEP) showed the Fed
now expects full year inflation to be 3.4%, a considerable increase from its estimate in March. That said, the Fed
continues to attribute the rise in inflation to “transitory factors.” Of note from the SEP, the new “dot-plots” show
more Fed officials looking to increase rates sooner than the last projections, with two potential increases in 2023.

Our Take: There was little change in the statement coming from the Fed this week, but the notable change was the
“dot-plot.” Although Chairman Powell cautioned to take these projections with “a big grain of salt,” rising inflation
indicators have Fed members considering potential rate increases sooner than previously expected.

INFLATION

Based on the Producer Price Index (PPI) prices rose 0.8% in May and are up 6.6% over the last year. Excluding food
and energy, prices rose 0.7% in May and 4.8% year-over-year.

Our Take: That report will do nothing to quell inflation fears as all measures were higher that expected. It remains
possible that bottlenecks will clear and inflation will prove transitory, but worry of the Fed getting behind the curve
on controlling inflation increases the longer these elevated levels persist.

RETAIL SALES
Retail sales fell 1.3% in May.

Our Take: Retail sales took a breather in May after increasing dramatically over the last two months. Auto sales
lagged, possibly in response to supply shortages. Spending in pandemic affected sectors such as clothing and dining
out increased as the economy continues to reopen. Sales may continue to abate in the near future as stimulus
induced spending declines.

MUNICIPALS

New Jersey is expecting a $10.1 billion budget surplus as lawmakers work to finalize the state budget before the
June 30 deadline. Treasurer Elizabeth Muoio announced that actual revenue collections are $5.1 billion higher than
what was expected earlier this year. Muoio indicated that revenue collections in April and May have led state tax
collections in Fiscal Year 2021 to hit “historic highs.” Lawmakers remain divided on how to best spend the money.
Republicans have proposed increasing the public pension payment and taxpayer relief. Governor Phil Murphy and
Democratic lawmakers continue to weigh the options.

Our Take: Higher than expected revenue along with federal aid have led to New Jersey’s current budget surplus and
is good news for the state. However, as many states including New Jersey continue to rebound from the pandemic,
lawmakers should proceed with caution when considering spending proposals as uncertainty remains.
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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”), which also includes the Madison Scottsdale office. MAM and MIA are
registered as investment advisers with the U.S. Securities and Exchange Commission. Madison Funds are distributed by MFD Distributor,
LLC. MFED 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.

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.

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.

MADISONINVESTMENTS.COM | 3



