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Employment 

The economy added 29,000 jobs in September, falling short of expectations of a 90,000 increase. Revisions for 

July-August were -60,000, for a net change of -31,000. The unemployment rate rose from 4.1% to 4.2% due to a 

rise in the participation rate from 61.6% to 61.8%. Average hourly earnings growth slowed from +0.3% to 

+0.1% for the month and is up 3.0% year-over-year. 

Our Take: The September jobs report came in notably weaker than expected, reversing some of the strength 

seen last month that led bond markets to anticipate Fed hikes. The softer report and downward revisions to 

the previous two months take some pressure off the Fed to continue hiking, but persistent inflation remains 

the primary concern.  

 

U.S. Economy 

The Personal Consumption Expenditures deflator (PCE) rose 0.3% in August, and core PCE (excluding food and 

energy) rose 0.2%. Growth in July was revised down to 0.1%, reflecting changes to the Bureau of Economic 

Analysis (BEA)’s calculation methodology. Year-over-year headline and core PCE rose 3.4% and 3%, 

respectively, matching July’s downwardly revised figures. Personal income rose 0.2% in August, missing 

estimates of a 0.5% increase. Personal spending rose 0.9%. Q2 consumption was revised up to 3.8% from 

3.4%, and real GDP to a 2.2% annualized growth rate from the originally reported 1.5%. 

Our Take: Data continued to point to a resilient U.S. consumer and economy. Revisions show inflation was 

cooler over the past year but still above the Fed’s 2% target. This report is consistent with the narrative of an 

economy that will need to be further restrained in order to contain inflation.  

 

France 

The French government presented a 2027 finance bill that aims to reduce the deficit from 5.4% of GDP to 5%.  

The fiscal watchdog stated that the economic growth assumptions in the budget are “optimistic” even as the 

budget includes significant spending reductions. The extra yield on 10-year OATS (French government bonds) 

relative to Bunds rose to its highest level since the European debt crisis in 2011.  

Our Take: France is nearing a point where bond markets will force the nation to address its fiscal trajectory.  

At the moment, the French government is too divided between leftist, centrist and right-wing factions to allow 

it to make the difficult and unpopular decisions needed prior to next spring’s elections.  If the government that 

emerges then cannot produce a credible plan for fiscal consolidation, then another Eurozone crisis is likely. 
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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, 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. 

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 

and is not investment advice. 

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.  

The Personal Consumption Expenditures Price Index is a measure of the prices that people living in the United States, or those 

buying on their behalf, pay for goods and services. 

The federal funds rate is the target interest rate range set by the Federal Open Market Committee (FOMC) for banks to lend or 

borrow excess reserves overnight. It influences monetary and financial conditions, short-term interest rates, and the stock 

market. 
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