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We've had occasion in the past to refer to the proverbial “wall of worry” that market rallies are said to climb. But
with COVID-19 still rampant, GDP plummeting and unemployment projected to reach Great Depression-era
levels, we've never faced a wall like this. But first the climb. After a panicky March, the market had rallied sharply in
April behind unprecedented fiscal stimulus from Washington and aggressive monetary stimulus from the Federal Re-
serve. That trend continued in May. The S&P 500° Index rose 4.76% for the month, creating a two-month bounce-
back of 18.19% which left the year-to-date loss at just -4.97%, a result which would have seemed Pollyannaish just
ten weeks ago. As is typical in sharp, cyclical rallies, a focus on risk is seldom a driving factor and so far our funda-

mentals-driven approach has not kept up with the market’s rapid turnaround.

Now about that worry. Based on the conversations we are having, we don’t need to spend a lot of time trying to cat-
egorize the general anxiety that surrounds the on-going pandemic. While we've all seen pictures of carefree partiers
over Memorial Day Weekend, including crowds in our general vicinity of Lake Geneva, these folks seem to be part
of a Venn diagram that has no overlap with the demographic or prudence level of our associates and clients. The
folks we talk with are fully aware of the viral threat and want nothing to do with it, nor do they share what seems to

be growing confidence that the threat is either waning or overblown.

In terms of economics, the numbers are daunting. The initial measure for GDP in the first quarter was -4.8%,
almost all of this negativity concentrated in just the final few weeks of the quarter. The current second quarter is
predicted to take the brunt of the shuttering of business activity, with early projections from the Atlanta Fed show-
ing a mind-numbing -42% downturn while Goldman Sachs is more “optimistic” with a recent -39% estimate. By
late May, the U.S. real unemployment rate passed 23.9% with a still-expanding 40.7 million claims for benefits.
The government’s small business PPP loan program was a boost for those who received it, but the fund was initially
oversubscribed. The program’s requirements and timing didn’t match every small business’s needs and many are now
already shuttered with little or no hope of reopening. Industry insiders have projected that one out of four restau-

rants will never serve another meal.

Still, cautious (and sometimes not-so-cautious) re-openings across the country may have helped keep the market
rally going in April. While it would be nice to report that these are a sign of viral suppression, it is more a growing
awareness that with proper precautions some activity can be engaged in with limited transmission risk. An under-
standing of the benefits of masking, distancing and the use of outdoor spaces are all contributing to this shifting
behavior. At the same time, the politicization of and accompanied resistance to such common-sense measures as

wearing of masks suggests just how complicated and difficult this process will be.

One aspect of the equation that market optimists may be underestimating: the opening of the economy can't be

effectuated until most of us are comfortable returning to restaurants, farmers’ markets and public spaces. Based on
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our unscientific sampling, this level of comfort isn’t emerging or likely to blossom as long as there are steady or rising
COVID cases and no effective cure or vaccination. We are also attuned to the epidemiologists’ warning that coro-
naviruses are prone to lull in the summer and come back with a vengeance in the fall and winter. If this is true, the

race between the virus and vaccine favors the bad guy. Should a second wave require another round of lockdowns this

spring’s market rally might, in retrospect, prove to be premature.

As is clear from the above, while we are grateful to participate in this spring’s stock market rally, we remain cautious
about its depth and resilience. This is not only a factor of the narrowness of the market with a handful of mega-cap
companies leading the rally, but the underlying circumstances which we've already summarized. On top of that we
are keeping a wary eye on our tensions with China over the status of Hong Kong, the general domestic unrest which
we saw at the end of the month sparked by the tragic police custody death of George Floyd in Minneapolis and our

increasingly uncivil political divisions which will likely only increase as we approach November elections.

In short, we favor tightening our already disciplined risk management efforts and keeping a hard focus on corporate
balance sheets and their ability to weather what is already unprecedented economic and business stresses. While opti-
mism is a vital quality of the American spirit, one we share for the long term, we believe the more sensible attitude is
caution. While some are hoping that the economy, like the March-May stock market, will end up being a V-shaped
recovery, we believe the “V” to focus on is the one that’s in the middle of COVID.
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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. Hansberger Growth
Investors, L.P. or “HGI” is an affiliate of “Madison Investments.” MAM, MIA and HGI 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.

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.

While Madison constructs portfolios for various risk tolerances, it does not determine individual client’s risk tolerance or investment
objectives.

Madison’s expectation is that investors will participate in market appreciation during bull markets and be protected during bear markets
compared with investors in portfolios holding more speculative and volatile securities. There is no assurance that Madison’s expectations will
be realized.

Current performance may be lower or higher than the performance data shown. Holdings may vary depending on account inception date,
objective and other variables. Any securities identified and described herein do not represent all of the securities purchased or sold, and these

securities may not be purchased for a new account. There is no guarantee that any securities transactions identified and described herein were
or will prove to be profitable. Any securities identified and described herein are not a recommendation to buy or sell.

Indices are unmanaged. An investor cannot invest directly in an index. They are shown for illustrative purposes only, and do not represent the
performance of any specific investment. Index returns do not include any expenses, fees or sales charges, which would lower performance.
The S&P 500° is an unmanaged index of large companies and is widely regarded as a standard for measuring large-cap and mid-cap U.S.
stock-market performance. Results assume the reinvestment of all capital gain and dividend distributions. An investment cannot be made

directly into an index.

Upon request, Madison may furnish to the client or institution a list of all security recommendations made within the past year.
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