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Market Environment & Performance
The second quarter of 2026 proved to be one of the most remarkable quarters 
for equity markets in recent memory, defined by a dramatic reversal from the 
selloff that closed out the first quarter and a powerful reassertion of growth 
and technology leadership. The S&P 500 delivered strong gains for the quarter, 
with April alone returning approximately 10%, the index’s best single-month 
performance since the COVID-19 vaccine news in November 2020, and only the 13th 
time in the past 50 years the S&P 500 has gained at least 10% in a single month. The 
recovery was driven by two events: a meaningful de-escalation of the Iran conflict, 
which allowed energy prices to retreat sharply from their peaks, and a strong first 
quarter earnings season that reset investor confidence in corporate fundamentals.

On the geopolitical front, a fragile ceasefire between the United States and Iran 
took hold in early April. The ceasefire proved uneven, but a 60-day memorandum 
of understanding extending it was subsequently reached, and by late May, global 
oil prices had tumbled approximately 20% from their 2026 peaks as investors grew 
increasingly optimistic about a durable resolution. That decline continued through 
the end of the quarter: Brent crude, which peaked in late April, has since fallen to 
approximately $73, a decline of nearly 40% from its highs, as ceasefire optimism 
and demand destruction from the supply disruption weighed on prices. The U.S. 
Energy Information Administration’s (EIA’s) base case assumes that oil shipments 
through the strait will resume in the third quarter of 2026, though a full return to 
pre-conflict traffic levels is not expected until early 2027. The relief in energy prices 
was sufficient to stabilize headline inflation expectations and meaningfully improve 
risk appetite across asset classes.

A strong first quarter earnings season that unfolded during the quarter was a 
key catalyst for the equity recovery. Sector leadership skewed decisively toward 
Communication Services and Technology, which returned approximately 18.5% 
and 17.5% respectively in April alone, with the Philadelphia Semiconductor Index 
delivering a historic month with a 38.4% increase. Looking ahead, consensus 
estimates for the full calendar year 2026 have continued to move higher: S&P 500 
earnings are now expected to grow 24% for the full year, up from a 17% estimate at 
the start of the quarter.

The Federal Reserve held rates steady at 3.50%–3.75% for the third consecutive 
meeting at its June 16–17 Federal Open Market Committee (FOMC) gathering, the 
first chaired by newly confirmed Fed Chair Kevin Warsh. Warsh used his inaugural 
press conference to reinforce the committee’s commitment to price stability, 
mentioning “price stability” 12 times and prompting bond yields to rise as investors 
interpreted his comments as signaling a willingness to hike if inflation remains 
persistent. The underlying inflation picture reflects ongoing tension: core PCE 
price index rose 0.3% in May with an annual rate of 3.4%, while the labor market 
surprised firmly to the upside with May payrolls of 172,000 (consensus was at 
88,000) and unemployment holding at 4.3%. The combination of a resilient labor 
market and still-elevated energy-driven headline inflation leaves the Fed in a difficult 
position, and rate cut expectations that began the year with reasonable confidence 
have now been fully extinguished.

The S&P 500 is up 10.2% year to date, with consensus forecasts for the full year 
calling for 11% revenue growth, the fastest since 2022, and 24% earnings growth, 
the fastest since 2021. The primary risk to this constructive outlook remains 
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the Iran conflict. A re-escalation of hostilities or a prolonged 
Hormuz disruption beyond current assumptions would reignite 
stagflationary pressures, weigh on consumer spending, and put 
downward pressure on earnings estimates that have, for now, 
remained remarkably resilient.

Outlook & Positioning
Consensus earnings estimates for the S&P 500 improved 
meaningfully throughout the second quarter. Full-year 2026 
estimates stand at $340.43 as of June 30th, implying year-over-
year earnings growth of approximately 24%, well above the 
historical norm of 6% to 8%, and a significant step up from 
the roughly 13% growth embedded in estimates at the start 
of the year. Perhaps more notable than the absolute level is 
the direction and pace of revision: 2026 estimates have risen 
approximately 9% since December 31st and approximately 6% 
within the second quarter alone, as a strong first quarter earnings 
season and improving sentiment around the trajectory of the 
Iran conflict drove analysts to revise their forecasts higher. The 
same constructive momentum extends to 2027, with consensus 
estimates of approximately $398 implying 17% year-over-year 
growth and having risen more than 11% since the beginning of 
2026.

This upward revision cycle is unusual in its scale and persistence. 
In a typical quarter, estimate revisions are flat to modestly 
negative as companies guide conservatively and analysts take 
a cautious posture ahead of earnings season. The breadth 
of positive revisions in the second quarter, concentrated in 
Technology and Communication Services, reflects the genuine 
strength of the AI-driven capital spending cycle. That said, the 
durability of these estimates deserves scrutiny. The current 2026 
consensus implies margins that would rank among the highest in 
S&P 500 history, a bar that requires continued execution across 
a broad swath of industries, not just the handful of hyperscalers 
and semiconductor companies driving most of the earnings 
growth. We continue to believe that selecting companies with 
durable competitive advantages and consistent return profiles, 
rather than chasing the top-line estimate revision trend, is the 
appropriate approach as we enter the second half of the year, 
where comparisons become more demanding and the Iran 
conflict remains unresolved.

The strategy’s positioning remained largely consistent with prior 
quarters. Healthcare and Financials continue to represent our 
largest active overweights. On the transaction front, we added 
to existing positions in Broadcom, Amazon, and Charles Schwab 
during the quarter. We also initiated a new position in Honeywell 
International, a diversified industrial technology company with 
leading franchises in aerospace, building automation, and process 
solutions; we have been evaluating the name for several quarters, 
and the combination of an improving order environment, the 
splitting of the aerospace business, and a valuation that had 
lagged its industrial peers created a compelling entry point. On 
the sell side, we exited Accenture, Equifax, and Intuit, and slightly 
trimmed our Keysight Technologies position on valuation. We 
sold Accenture due to concerns that cost savings from AI would 
be entirely passed on to its customers and pressure revenue 
growth rates. The impact of persistently high mortgage rates on 
Equifax’s multiple lines of business and its price war with FICO 
created headwinds to its ability to meet its long-term targets. We 
held Intuit in the portfolio for only a short period of time: its DIY 
tax business surprisingly lost share in the most recent quarter 
and is now undergoing a price reset, and the company’s 17% 
workforce reduction further challenged our investment thesis. We 
do not make significant portfolio changes often, and the activity 
this quarter reflects deliberate repositioning rather than a change 
in our broader investment framework.

Our investment philosophy and process remain consistent: we 
seek high-quality companies that can grow faster than their end 
markets, generate consistent or improving returns on capital, and 
are available at reasonable valuations.
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Technology, Industrials, and Consumer Discretionary were the 
strongest sectors during the quarter, while Consumer Staples, 
Utilities, and Energy were the weakest. Sector allocation was 
positive while security selection was negative, with the positive 
allocation driven by underweights in Energy and Real Estate and 
an equal weight in Technology, though overweights in Materials, 
Utilities, and Financials partially offset this benefit. Stock 
selection was positive in Communication Services, Healthcare, 
and Materials, while stock selection was negative in Technology, 
Consumer Discretionary, and Consumer Staples.

Texas Instruments (TXN) is winding down its multi-year 
intensive capital investment program and starting to show 
improved operating performance. First quarter revenue increased 
19% to $4.8 billion from the same quarter a year ago with growth 
led by the Industrial and Data Center markets. Data Center 
revenue was up approximately 90%, tied to the AI infrastructure 
buildout, and exceeded $1.5 billion in 2025, now representing 
just over 10% of total sales. The company provided revenue 
and earnings per share guidance for the second quarter that 
were above analyst expectations. Management also announced 
an agreement to acquire Silicon Labs, a transaction expected 
to expand TI’s embedded wireless connectivity portfolio and 
anticipated to close in the first half of 2027. We continue to view 
Texas Instruments as well-positioned to benefit from the ongoing 
recovery in industrial end markets alongside secular growth in 
AI-driven infrastructure.

Eli Lilly (LLY) shares rebounded sharply following a difficult 
first quarter. The company reported first quarter 2026 results 
on April 30th, and shares gained nearly 10% the day following 
the announcement, with the stock drifting an additional 20% 
higher in the weeks that followed. The results themselves were 
again driven by the company’s GLP-1 franchise: first quarter 
revenue came in at $19.8 billion versus $17.8 billion expected, 
with adjusted earnings-per-share (EPS) of $8.55 beating the 
consensus estimate of $6.84 by more than 25%. Management 

raised its full-year sales outlook by $2 billion, citing continued 
volume momentum in Zepbound and Mounjaro, both of which 
continue to outpace expectations. Lilly also completed several 
acquisitions during the second quarter, a move that reflects the 
company’s effort to broaden its portfolio and reduce its reliance 
on a single therapeutic franchise. With GLP-1 penetration of the 
eligible obesity population still in the mid-single digits and its oral 
obesity pill Foundayo having received FDA approval, the runway 
for sustained growth remains substantial.

Arista Networks (ANET) was among the portfolio’s top 
contributors in the second quarter, with the shares continuing 
to benefit from its central role in the buildout of AI networking 
infrastructure. First quarter 2026 results were strong, with 
revenue of $2.71 billion growing 35% year over year, exceeding 
the company’s own guidance midpoint of $2.6 billion. Non-GAAP 
EPS of $0.87 rose 34% from the prior year period, and the CEO 
described the current demand environment as the best she 
has seen in her tenure at the company. Management raised its 
full-year 2026 revenue outlook to $11.5 billion, representing 
approximately 28% growth, and raised its AI networking revenue 
target to $3.5 billion for the year. A strategically important 
development during the quarter was the announcement of the 
XPO MSA, a high-density liquid-cooled pluggable optics module 
designed to reduce networking racks by up to 75% and save up to 
44% of floor space compared to traditional pluggable optics. This 
is a product that reinforces Arista’s positioning at the intersection 
of the copper-and-optical debate as AI data center architectures 
evolve. Supply chain constraints across wafers, silicon, and 
memory remain a near-term limiter on what the company can 
ship, though management’s ability to raise guidance despite 
these pressures speaks to the underlying strength of its customer 
relationships and backlog.

UnitedHealth Group (UNH) shares recovered meaningfully in 
the second quarter following a period of underperformance. First 
quarter 2026 revenues of $111.7 billion grew 2% year over year, 

Portfolio Performance
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with adjusted EPS of $7.23 topping Wall Street’s forecast of $6.57, 
and management raised its full-year 2026 adjusted earnings 
outlook to greater than $18.25 per share. The improvement 
reflects the cumulative benefit of several quarters of work on 
the company’s medical cost structure, with the medical care 
ratio stabilizing after a difficult 2025. Optum is also aggressively 
integrating generative AI frameworks to automate administrative 
pre-authorization workflows, which could provide incremental 
margin improvement over time. Sentiment has turned decisively 
more constructive, with multiple sell-side upgrades citing 
improved visibility into Optum’s commercial technology margins. 
We retain conviction in the company’s long-term earnings power.

Qualcomm’s (QCOM) stock surged during the second quarter 
following a highly anticipated investor day that detailed the 
company’s expanded push into data centers. The market, 
which had long treated Qualcomm as a handset-cycle stock, 
appeared to finally re-rate the business around a story that 
includes compute and connectivity solutions for the Auto, IoT, 
and Data Center markets. Second quarter fiscal 2026 results 
reported in late April were in line with guidance: total revenues 
of $10.6 billion with non-GAAP EPS of $2.65 at the high end of 
guidance. The standout result was in Automotive, where revenues 
surpassed $5 billion in annualized revenue for the first time, 
with management expecting to exit fiscal 2026 at a run rate 
above $6 billion, and more than one million cars now operating 
advanced driver assistance systems (ADAS) ADAS and autonomy 
on Qualcomm’s Snapdragon Ride processors. The broader 
thesis, that Qualcomm’s diversification into Auto, IoT, and now 
Data Center custom silicon represents a durable expansion of 
its addressable market, is gaining validation. Memory industry 
dynamics continue to create near-term uncertainty in handsets, 
though management indicated the headwind is expected to 
bottom in the third fiscal quarter.

Costco (COST) lagged the market during the second quarter 
despite continued fundamental strength. Fiscal third quarter 
revenue increased 11.6% to $69.2 billion, with total company 
comparable sales growth of a healthy 6.6%, including 6.8% 
in the U.S. (these rates exclude the impact of gasoline prices 
and foreign exchange). Comparable traffic increased 2.4% 
and average transaction size grew 4.2%, a combination that 
reflects both market share gains and genuine pricing power 
with its membership base. Earnings per share growth was also 
robust with 15% year-over-year growth to $4.93. The stock’s 
underperformance was attributable not to deteriorating 
fundamentals but to its premium valuation. Our conviction in 
the underlying business remains high, and we continue to view 
the company as one of the most durable compounders in the 
consumer sector.

NextEra Energy (NEE) shares underperformed in the second 
quarter despite reporting solid first quarter 2026 results. 
Adjusted EPS of $1.09 exceeded expectations, and the company 
grew its renewables and storage backlog to approximately 33 
gigawatts while outlining major new gas-fired power projects 
and nuclear initiatives tied to AI-driven data center demand. The 
near-term pressure on the shares stemmed primarily from the 

announcement of NextEra’s agreement to acquire Dominion 
Energy in an all-stock transaction valued at approximately $67 
billion. If that deal were to be approved by regulators, it would 
create the world’s largest regulated electric utility by market 
capitalization and expand the combined company’s customer 
base to roughly 10 million accounts. While we view the strategic 
rationale as sound, the transaction’s scale and execution 
complexity gave investors pause, and the dilution embedded in 
an all-stock deal weighed on the shares in the near term. On an 
organic basis, management has communicated a plan targeting 
more than 8% annual EPS growth through 2035, supported by 
a $90 to $100 billion Florida infrastructure program and a shift 
toward adding incremental natural gas generating capacity later 
in the decade. We continue to monitor the regulatory process of 
the Dominion acquisition closely.

TJX Companies (TJX) detracted from performance in the 
second quarter, with the shares lagging despite continued 
strong execution. The company’s first quarter fiscal 2027 results 
(calendar Q1 2026) reflected TJX’s durable off-price model: 
customer transactions grew at every division, and management 
has consistently demonstrated an ability to navigate tariff and 
macroeconomic pressures through opportunistic buying, a 
flexible supply chain, and a value proposition that resonates with 
consumers trading down. The underperformance during the 
quarter reflected broader investor rotation away from defensive, 
premium-valued consumer names toward cyclical and technology 
stocks that benefited from the quarter’s AI-driven re-rating. 
The long-term thesis (steady market share gains, international 
expansion, and resilient margins) remains intact.

Intuit (INTU) shares came under sustained pressure from a 
confluence of competitive and restructuring concerns. Shares 
dropped during the second quarter with the most recent catalyst 
being the announcement of a 17% reduction in the company’s 
full-time workforce. The restructuring was accompanied by 
otherwise solid third quarter fiscal 2026 results: revenue grew 
10% to $8.56 billion, Adjusted EPS rose to $12.80 from $11.65 
in the prior year period, and the company raised its full-year 
EPS guidance to $23.80 to $23.85, reflecting approximately 
18% growth. The market’s negative reaction reflects broader 
anxiety about artificial intelligence disrupting the core tax 
and small-business software franchises that have historically 
driven Intuit’s economics. We believe the near-term pressure is 
disproportionate relative to the underlying earnings trajectory 
and the company’s demonstrated ability to embed AI into its 
own product suite. However, with the competitive environment 
remaining uncertain, we sold our small position. 

TE Connectivity (TEL) shares were under pressure primarily 
from investor concerns that optical connectivity will take share 
from copper over time, compressing growth in the company’s 
Digital Data Networks (DDN) business. On the earnings call, 
the CEO pushed back on the binary framing, arguing that the 
architecture will be copper and optical rather than copper or 
optical. Copper will remain the workhorse within the rack due to 
its cost, power, and reliability advantages, while optical will be 
introduced primarily in scale-out configurations. The company 
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made a targeted acquisition to strengthen its passive optical 
connectivity roadmap. The underlying results for the second fiscal 
quarter were solid: record orders of $5.3 billion grew 25% year 
over year, revenue reached $4.74 billion with double-digit sales 
growth, and third quarter guidance calls for revenue of $5 billion 
with continued double-digit growth. Management also noted 
that year-to-date DDN orders have reached $2 billion, and the 
company expects an additional $150 million of DDN AI-related 
revenue in the second half, putting full-year DDN AI revenue at 
approximately $2.4 billion. Whether the optical displacement risk 
is already reflected in the valuation is a question we are actively 
evaluating, but we continue to view TE Connectivity’s exposure to 
AI infrastructure, grid hardening, and electrification as compelling 
long-term revenue growth drivers.

We initiated a new position in Honeywell International (HON), a 
diversified industrial technology company with leading franchises 
in aerospace, building automation, and process solutions; the 
combination of an improving order environment, the splitting 
of the aerospace business, and a valuation that had lagged its 
industrial peers created a compelling entry point. 

We held Intuit (INTU) in the portfolio for only a short period 
of time. Its DIY tax business surprisingly lost share in the most 
recent quarter and is now undergoing a price reset, and the 
company’s 17% workforce reduction further challenged our 
investment thesis. 

We sold Accenture (ACN) due to concerns that cost savings from 
AI would be entirely passed on to its customers and pressure 
revenue growth rates. 

The impact of persistently high mortgage rates on Equifax’s (EFX) 
Equifax’s multiple lines of business and its price war with FICO 
created headwinds to its ability to meet its long-term targets.

Portfolio Activity

Activity Stock Ticker Sector

Bought Honeywell International HON Industrials

Sold Intuit INTU Technology

Sold Accenture ACN Technology

Sold Equifax EFX Industrials
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Lower risk
We believe investing in high-quality companies 
creates long-term investment value with lower 
risk. 

Well-defined process
A clear and repeatable investment process that 
integrates fundamental research to build a 
portfolio of 30-40 high-quality companies.
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Information is based on a model portfolio, which is intended to provide a 
general illustration of the investment strategy. Individual client portfolios in the 
program may vary.
All or some of the information is presented as “supplemental information” 
included as part of the GIPS® Report for the Disciplined Equity Composite, 
which must be included with this material. Unless otherwise noted, references 
to “Madison” are to that composite and references to inception date refer to 
performance since 4/1/2023. Year-to-date, quarterly and annualized 
performance figures are considered "preliminary" as of the date of this piece. 
GIPS® is a registered trademark of CFA Institute. CFA Institute does not 
endorse or promote this organization, nor does it warrant the accuracy or 
quality of the content contained herein.
Large Cap investing is based on the expectation of positive price performance 
due to continued earnings growth or anticipated changes in the market or 
within the company itself. However, if a company fails to meet that expectation 
or anticipated changes do not occur, its stock price may decline. Moreover, as 
with all equity investing, there is the risk that an unexpected change in the 
market or within the company itself may have an adverse effect on its stock. 
Investing in growth-oriented stocks involves potentially higher volatility and risk 
than investing in income-generating stocks. The biggest risk of equity investing 
is that returns can fluctuate and investors can lose money.
Prior to November 2024 this strategy was known as Strategic Equity.
Please consult with your financial advisor to determine your risk tolerance and 
investment objectives.
It should not be assumed that recommendations made in the future will be 
profitable or will equal the performance of the securities in this list.
Holdings may vary depending on account inception date, objective, cash flows, 
market volatility, 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 be 
profitable. Any securities identified and described herein are not a 
recommendation to buy or sell, and is not a solicitation for brokerage services.
Upon request, Madison may furnish to the client or institution a list of all 
security recommendations made within the past year.
Madison’s expectation is that investors in the strategy will participate near fully 
in market appreciation during bull markets and experience something less 
than full participation during bear markets compared with investors in 
portfolios holding more speculative and volatile securities. Therefore, the 
investment philosophy is intended to represent a conservative investment 
strategy. There is no assurance that Madison’s expectations regarding this 
investment strategy will be realized.
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.

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.
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 and is not 
investment advice.
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.
S&P 500® Index: large cap market index that measures the performance of a 
representative sample of 500 leading companies in leading industries in the US.
Weighted Avg. Market Cap: measures the size of the companies in which the 
portfolio invests. Market capitalization is calculated by multiplying the number 
of a company’s shares outstanding by its price per share.
Price-to-Earnings (P/E) Ratio: measures how expensive a stock is. It is calculated 
by the weighted average of a stock’s current price divided by the company’s 
earnings per share of stock in a portfolio.
EPS Growth (Trailing 3-yr): the annual rate at which a company’s earnings have 
grown over the past three years.
Return on Equity (ROE): a profitability ratio that measures the amount of net 
income returned as a percentage of investors' equity.
Dividend Yield: the portfolio’s weighted average of the underlying portfolio 
holdings and not the yield of the portfolio.
Active Share: the percentage of a portfolio that differs from its benchmark 
index. Active Share can range from 0% for an index portfolio that perfectly 
mirrors its benchmark to 100% for a portfolio with no overlap with an index.
Portfolio Turnover: a measure of the trading activity in an investment portfolio
—how often securities are bought and sold by a portfolio.
Standard Deviation: a statistical measurement of dispersion about an average, 
which, for a portfolio, depicts how widely the returns varied over a certain 
period of time. Investors may use the standard deviation of historical 
performance to understand the range of returns for a portfolio. When a 
portfolio has a higher standard deviation than its benchmark, it implies higher 
relative volatility. Standard deviation has been calculated using the trailing 
monthly total returns for the appropriate time period. The standard deviation 
values are annualized.
Upside Capture Ratio: a portfolio’s performance in up markets relative to its 
benchmark. The security’s upside capture return is divided by the benchmark’s 
upside capture return over the time period.
Downside Capture Ratio: a portfolio’s performance in down markets relative to 
its benchmark. The security’s downside capture return is divided by the 
benchmark’s downside capture return over the time period.
Beta: a measure of the portfolio’s sensitivity to market movements. A portfolio 
with a beta greater than 1 is more volatile than the market, and a portfolio with 
a beta less than 1 is less volatile than the market.

Calendar Year Returns (%)

2024 2025

Madison Gross 17.04 13.54

Madison Net 16.11 12.63

S&P 500 25.03 17.88

Net returns are calculated using the highest Madison annual fee of 0.80%, calculated monthly. They do 
not reflect any third-party investment advisory fees or other expenses that may be incurred in the 
management of the account. Such fees and expenses will reduce the actual returns of the account. Actual 
fees and expenses will vary depending on each individual agreement, so readers should consult their 
advisors for additional details. Actual returns may vary depending on a particular account’s inception 
date, trading platform and trading discretion. Any differences in the timing of trades may result in various 
performance outcomes for Madison’s separately managed accounts versus model manager accounts.
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Net returns are calculated using the highest Madison annual fee of 0.80%, calculated monthly. They do not 
reflect any third-party investment advisory fees or other expenses that may be incurred in the management 
of the account. Such fees and expenses will reduce the actual returns of the account. Actual fees and 
expenses will vary depending on each individual agreement, so readers should consult their advisors for 
additional details. Actual returns may vary depending on a particular account’s inception date, trading 
platform and trading discretion. Any differences in the timing of trades may result in various performance 
outcomes for Madison’s separately managed accounts versus model manager accounts.

Madison Gross 12.22 5.00 15.74 14.36 14.82

Madison Net 11.99 4.58 14.81 13.44 13.90

S&P 500 15.20 10.21 22.32 20.62 22.00

QTD YTD 1-Year* 3-Year* Since Inception*

Average Annual Total Returns (%)

*Figures are annualized
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Information is based on a model portfolio, which is intended to provide a 
general illustration of the investment strategy. Individual client portfolios in the 
program may vary.
All or some of the information is presented as “supplemental information” 
included as part of the GIPS® Report for the Disciplined Equity Composite, 
which must be included with this material. Unless otherwise noted, references 
to “Madison” are to that composite and references to inception date refer to 
performance since 4/1/2023. Year-to-date, quarterly and annualized 
performance figures are considered "preliminary" as of the date of this piece. 
GIPS® is a registered trademark of CFA Institute. CFA Institute does not 
endorse or promote this organization, nor does it warrant the accuracy or 
quality of the content contained herein.
Large Cap investing is based on the expectation of positive price performance 
due to continued earnings growth or anticipated changes in the market or 
within the company itself. However, if a company fails to meet that expectation 
or anticipated changes do not occur, its stock price may decline. Moreover, as 
with all equity investing, there is the risk that an unexpected change in the 
market or within the company itself may have an adverse effect on its stock. 
Investing in growth-oriented stocks involves potentially higher volatility and risk 
than investing in income-generating stocks. The biggest risk of equity investing 
is that returns can fluctuate and investors can lose money.
Prior to November 2024 this strategy was known as Strategic Equity.
Please consult with your financial advisor to determine your risk tolerance and 
investment objectives.
It should not be assumed that recommendations made in the future will be 
profitable or will equal the performance of the securities in this list.
Holdings may vary depending on account inception date, objective, cash flows, 
market volatility, 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 be 
profitable. Any securities identified and described herein are not a 
recommendation to buy or sell, and is not a solicitation for brokerage services.
Upon request, Madison may furnish to the client or institution a list of all 
security recommendations made within the past year.
Madison’s expectation is that investors in the strategy will participate near fully 
in market appreciation during bull markets and experience something less 
than full participation during bear markets compared with investors in 
portfolios holding more speculative and volatile securities. Therefore, the 
investment philosophy is intended to represent a conservative investment 
strategy. There is no assurance that Madison’s expectations regarding this 
investment strategy will be realized.
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.

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.
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 and is not 
investment advice.
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.
S&P 500® Index: large cap market index that measures the performance of a 
representative sample of 500 leading companies in leading industries in the US.
Weighted Avg. Market Cap: measures the size of the companies in which the 
portfolio invests. Market capitalization is calculated by multiplying the number 
of a company’s shares outstanding by its price per share.
Price-to-Earnings (P/E) Ratio: measures how expensive a stock is. It is calculated 
by the weighted average of a stock’s current price divided by the company’s 
earnings per share of stock in a portfolio.
EPS Growth (Trailing 3-yr): the annual rate at which a company’s earnings have 
grown over the past three years.
Return on Equity (ROE): a profitability ratio that measures the amount of net 
income returned as a percentage of investors' equity.
Dividend Yield: the portfolio’s weighted average of the underlying portfolio 
holdings and not the yield of the portfolio.
Active Share: the percentage of a portfolio that differs from its benchmark 
index. Active Share can range from 0% for an index portfolio that perfectly 
mirrors its benchmark to 100% for a portfolio with no overlap with an index.
Portfolio Turnover: a measure of the trading activity in an investment portfolio
—how often securities are bought and sold by a portfolio.
Standard Deviation: a statistical measurement of dispersion about an average, 
which, for a portfolio, depicts how widely the returns varied over a certain 
period of time. Investors may use the standard deviation of historical 
performance to understand the range of returns for a portfolio. When a 
portfolio has a higher standard deviation than its benchmark, it implies higher 
relative volatility. Standard deviation has been calculated using the trailing 
monthly total returns for the appropriate time period. The standard deviation 
values are annualized.
Upside Capture Ratio: a portfolio’s performance in up markets relative to its 
benchmark. The security’s upside capture return is divided by the benchmark’s 
upside capture return over the time period.
Downside Capture Ratio: a portfolio’s performance in down markets relative to 
its benchmark. The security’s downside capture return is divided by the 
benchmark’s downside capture return over the time period.
Beta: a measure of the portfolio’s sensitivity to market movements. A portfolio 
with a beta greater than 1 is more volatile than the market, and a portfolio with 
a beta less than 1 is less volatile than the market.

Calendar Year Returns (%)

2024 2025

Madison Gross 17.04 13.54

Madison Net 16.11 12.63

S&P 500 25.03 17.88

Net returns are calculated using the highest Madison annual fee of 0.80%, calculated monthly. They do 
not reflect any third-party investment advisory fees or other expenses that may be incurred in the 
management of the account. Such fees and expenses will reduce the actual returns of the account. Actual 
fees and expenses will vary depending on each individual agreement, so readers should consult their 
advisors for additional details. Actual returns may vary depending on a particular account’s inception 
date, trading platform and trading discretion. Any differences in the timing of trades may result in various 
performance outcomes for Madison’s separately managed accounts versus model manager accounts.
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Madison Disciplined Equity

Philosophy Strategy Highlights

Madison’s Disciplined Equity strategy follows the firm’s long-term philosophy of “Participate and 
Protect®” with the goal of seeking superior returns while minimizing the risk of permanent capital 
loss. To pursue our goals, we conduct intensive fundamental research to build a concentrated 
portfolio of high-quality companies.
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Madison Index

Comm.
 Services

Cons. Discr

Cons. Staples

Energy

Financials

Health Care

Industrials

IT

Materials

Real Estate

Utilities

Cash

Number of Holdings 30 503

Weighted Avg. Market Cap ($B) 1,193.16 1,426.57

P/E Ratio (Forward 1-Yr) 23.12 20.33

EPS Growth (Trailing 3-Yr) (%) 16.25 29.69

ROE (Trailing 1-Yr) (%) 26.22 23.64

Dividend Yield (%) 1.13 1.07

Active Share (%) 72.44 --

Annual Portfolio Turnover (%) 15.59 --

Madison Index

Lower risk
We believe investing in high-quality companies 
creates long-term investment value with lower 
risk. 

Well-defined process
A clear and repeatable investment process that 
integrates fundamental research to build a 
portfolio of 30-40 high-quality companies.

Benchmark

S&P 500 Index

Experienced Management

Dave Geisler
Portfolio Manager, Analyst
Industry since 2004

Maya Bittar, CFA, retired as of 7/1/26

Standard Deviation 12.85 13.05

Up Capture 84.94 100.00

Down Capture 109.93 100.00

Beta 0.93 1.00

Madison Index

Sector Allocation (%)

Alphabet Inc. Class C 7.80

Microsoft Corporation 6.90

Eli Lilly and Company 6.44

Amazon.com, Inc. 4.95

Apple Inc. 4.87

Broadcom Inc. 4.10

Costco Wholesale Corporation 4.10

JPMorgan Chase & Co. 4.06

Keysight Technologies Inc. 4.00

Visa Inc. Class A 3.94

3-Year Risk Metrics (%)Portfolio Characteristics

Top 10 Holdings (%)
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Information is based on a model portfolio, which is intended 
to provide a general illustration of the investment strategy. 
Individual client portfolios in the program may vary.
All or some of the information is presented as “supplemental 
information” included as part of the GIPS® Report for the 
Disciplined Equity Composite, which must be included with 
this material. Unless otherwise noted, references to “Madison” 
are to that composite and references to inception date refer 
to performance since 4/1/2023. Year-to-date, quarterly and 
annualized performance figures are considered “preliminary” 
as of the date of this piece. GIPS® is a registered trademark of 
CFA Institute. CFA Institute does not endorse or promote this 
organization, nor does it warrant the accuracy or quality of the 
content contained herein.
Large Cap investing is based on the expectation of positive price 
performance due to continued earnings growth or anticipated 
changes in the market or within the company itself. However, if 
a company fails to meet that expectation or anticipated changes 
do not occur, its stock price may decline. Moreover, as with all 
equity investing, there is the risk that an unexpected change in 
the market or within the company itself may have an adverse 
effect on its stock. Investing in growth-oriented stocks involves 
potentially higher volatility and risk than investing in income-
generating stocks. The biggest risk of equity investing is that 
returns can fluctuate and investors can lose money.
Prior to November 2024 this strategy was known as Strategic 
Equity.
Please consult with your financial advisor to determine your risk 
tolerance and investment objectives.
It should not be assumed that recommendations made in the 
future will be profitable or will equal the performance of the 
securities in this list.
Holdings may vary depending on account inception date, 
objective, cash flows, market volatility, 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 be profitable. Any securities identified and described herein 
are not a recommendation to buy or sell, and is not a solicitation 
for brokerage services.
Upon request, Madison may furnish to the client or institution a 
list of all security recommendations made within the past year.
Madison’s expectation is that investors in the strategy will 
participate near fully in market appreciation during bull markets 
and experience something less than full participation during bear 
markets compared with investors in portfolios holding more 
speculative and volatile securities. Therefore, the investment 
philosophy is intended to represent a conservative investment 
strategy. There is no assurance that Madison’s expectations 
regarding this investment strategy will be realized.
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.
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.
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 and is not investment advice.
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.

S&P 500® Index: large cap market index that measures 
the performance of a representative sample of 500 leading 
companies in leading industries in the US.
Weighted Avg. Market Cap: measures the size of the companies in 
which the portfolio invests. Market capitalization is calculated by 
multiplying the number of a company’s shares outstanding by its 
price per share.
Price-to-Earnings (P/E) Ratio: measures how expensive a stock 
is. It is calculated by the weighted average of a stock’s current 
price divided by the company’s earnings per share of stock in a 
portfolio.
EPS Growth (Trailing 3-yr): the annual rate at which a company’s 
earnings have grown over the past three years.
Return on Equity (ROE): a profitability ratio that measures the 
amount of net income returned as a percentage of investors’ 
equity.
Dividend Yield: the portfolio’s weighted average of the underlying 
portfolio holdings and not the yield of the portfolio.
Active Share: the percentage of a portfolio that differs from its 
benchmark index. Active Share can range from 0% for an index 
portfolio that perfectly mirrors its benchmark to 100% for a 
portfolio with no overlap with an index.
Portfolio Turnover: a measure of the trading activity in an 
investment portfolio—how often securities are bought and sold 
by a portfolio.
Standard Deviation: a statistical measurement of dispersion 
about an average, which, for a portfolio, depicts how widely the 
returns varied over a certain period of time. Investors may use 
the standard deviation of historical performance to understand 
the range of returns for a portfolio. When a portfolio has a higher 
standard deviation than its benchmark, it implies higher relative 
volatility. Standard deviation has been calculated using the 
trailing monthly total returns for the appropriate time period. The 
standard deviation values are annualized.
Upside Capture Ratio: a portfolio’s performance in up markets 
relative to its benchmark. The security’s upside capture return is 
divided by the benchmark’s upside capture return over the time 
period.
Downside Capture Ratio: a portfolio’s performance in down 
markets relative to its benchmark. The security’s downside 
capture return is divided by the benchmark’s downside capture 
return over the time period.
Beta: a measure of the portfolio’s sensitivity to market 
movements. A portfolio with a beta greater than 1 is more volatile 
than the market, and a portfolio with a beta less than 1 is less 
volatile than the market.
Federal funds rate: 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.
Madison-965427-2026-07-10
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Year                
End

USD 
(millions)

Number of 
Accounts

Composite 
Gross

Composite 
Net      (.80%)

S&P 500® 
Index

 Composite 
Dispersion 

Composite 3-
Yr. 

Annualized 
Ex-Post 

Standard 
Deviation

Index 3-Yr. 
Annualized 

Ex-Post 
Standard 
Deviation

% of 
Bundled Fee 

Accounts

QTD+ 12.22% 11.99% 15.20%
YTD+ 5.00% 4.58% 10.21%

1 Year^ 15.74% 14.81% 22.32%
3 Years^ 14.36% 13.44% 20.62%
5 Years^
10 Years^

Since Inception^ 14.82% 13.90% 22.00%
Figures above are as of June 30, 2026.  ^Returns are annualized if inception date is more than one year ago.
Do Not Delete

2025 18,365 342 204 13.54% 12.63% 17.88% 0.21% - - 0%
2024 18,122 9 9 17.04% 16.11% 25.03% N/A - - 0%

04/01 - 
12/31/2023 17,291 7 Five or fewer 12.28% 11.61% 17.48% N/A - - 0%

PERSTENW-GIPS07072026

MADISON
DISCIPLINED EQUITY COMPOSITE

GIPS COMPOSITE REPORT

The Disciplined Equity Composite was created March 21, 2023, and the inception date is April 1, 2023.

                   +Preliminary                                                                                                                                                      

For the purposes of GIPS compliance and the determination of total assets under management, the Firm is defined as Madison.   Madison represents Madison Investment Advisors, LLC (“MIA”) and 
Madison Asset Management, LLC (“MAM”), two investment advisers under common control registered with the U.S. Securities and Exchange Commission pursuant to the Investment Advisers Act of 
1940. (Registration does not imply a certain level of skill or training.)  Prior to December 1, 2010, the Firm’s composites were maintained by Madison Investment Advisors, Inc. (“MIA Inc.”).  On 
November 30, 2010, pursuant to a corporate reorganization that involved no change of control or personnel relating to account composite management, all composite accounts managed by MIA Inc. 
were transferred to MIA and performance information for periods prior to December 1, 2010 refer to this composite as managed by MIA Inc.  During the first quarter of 2013, MIA and its parent 
company, MAM (also a registered investment adviser), began the process of eliminating the distinction between accounts and products managed by the two companies.  Because MIA and MAM 
share all resources and personnel at their mutual Wisconsin office location and because there is no longer a brand or line of business distinction between products and services offered by the two 
registered investment advisers, for periods after March 31, 2013, the collective definition of the firm (Madison) includes accounts and assets managed by MAM and MIA.  However, the firm does not 
claim compliance with the GIPS standards for assets and accounts managed by MAM prior to April 1, 2013.  As of December 31, 2013, Madison Scottsdale, LC (“Scottsdale”), another registered 
investment adviser under common control with MIA, merged its assets into, and became part of, MIA and subsequently those assets became part of the firm (Madison).  The transaction resulted in no 
change to the resources or personnel as the sole purpose of this change was to simplify Madison’s legal corporate structure.  Prior to January 1, 2014, Scottsdale did not claim GIPS compliance and 
no performance for composites formally maintained by Scottsdale are contained in this performance presentation or included in the definition of the firm (Madison).  As of October 30, 2020, 
Hansberger Growth Investors, LP (“HGI LP”), an affiliated registered investment adviser under common control with MIA, consolidated its assets into MIA, and subsequently those assets became part 
of the firm (Madison).  The transaction resulted in no change to the resources or personnel as the sole purpose of this change was to simplify the legal corporate structure.  Prior to October 30, 2020, 
HGI LP claimed GIPS® compliance and all composite accounts managed by HGI LP were transferred to MIA and performance information for periods prior to October 30, 2020 refer to those 
composites as managed by HGI LP.  On June 11, 2021, Madison acquired the fixed income management assets of Reinhart Partners, Inc. (“Reinhart”), an unaffiliated registered investment adviser, 
and subsequently those assets became part of the firm (Madison).  The Investment Team of Reinhart, who were responsible for composite performance prior to June 11, 2021, joined Madison on that 
date and continue to manage the Reinhart Fixed Income Strategies.  A list of composite descriptions and a list of broad distribution pooled funds are available upon request.

Madison claims compliance with the Global Investment Performance Standards (GIPS®) and has prepared and presented this report in compliance with the GIPS standards.  The firm, as defined 
above, has been independently verified for the periods January 1, 1991 through December 31, 2025.  A copy of the verification report is available upon request.  A firm that claims compliance with the 
GIPS standards must establish policies and procedures for complying with all the applicable requirements of the GIPS standards.  Verification provides assurance on whether the firm's policies and 
procedures related to composite and pooled fund maintenance, as well as the calculation, presentation, and distribution of performance, have been designed in compliance with the GIPS standards 
and have been implemented on a firm-wide basis.  Verification does not provide assurance on the accuracy of any specific performance report.  GIPS® is a registered trademark of CFA Institute.  
CFA Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein.

Results are based on fully discretionary accounts under management, including those accounts no longer with the firm.  Composite policy requires the temporary removal of any portfolio incurring a 
client-initiated significant cash inflow or outflow of greater than 75% of portfolio assets for the period.  Past performance is not indicative of future results.

The U.S. Dollar is the currency used to express performance. Time-weighted returns are presented gross and net of management fees and include the reinvestment of all income. Non-bundled fee 
accounts generally have gross returns which are stated gross of all fees and have been reduced by transaction costs. Net returns are calculated using the highest annual fee of 0.80%, as described 
below, applied monthly. Actual returns will be reduced by investment advisory fees and other expenses that may be incurred in the management of the account. The collection of fees produces a 
compounding effect on the total rate of return net of management fees. As an example, the effect of investment management fees on the total value of a client’s portfolio assuming (a) quarterly fee 
assessment, (b) $1,000,000 investment, (c) portfolio return of 8% a year, and (d) 1.00% annual investment advisory fee would be $10,416 in the first year, and cumulative effects of $59,816 over five 
years and $143,430 over ten years. The annual composite dispersion presented is an equal-weighted standard deviation calculated using the annual gross returns of the accounts in the composite for 
the entire year. The three-year annualized ex-post standard deviation of both the composite (using monthly gross returns) and the benchmark are required to be presented for year-end periods 
beginning in 2011. Policies for valuing investments, calculating performance, and preparing GIPS Reports are available upon request.

The management fee schedule is as follows: 0.80% annually on the first $15 million; 0.60% annually on the balance.  Actual investment advisory fees incurred by clients may vary.  Additional 
information regarding investment advisory fees are described in our disclosure brochure.

Composite Assets

Total Firm 
Assets 

(millions)

Disciplined Equity Composite contains fully discretionary non-bundled and bundled fee large cap equity accounts.  The composite strategy is focused on companies with durable growth, sustainable 
competitive advantages and strong corporate governance.  The strategy is sector aware and generally owns companies across all S&P 500 GICS sectors but may have zero exposure to the smaller 
sectors.  The portfolios may invest in equities which are subject to market volatility.  Equity risk is the risk that securities held by the portfolio will fluctuate in value due to general market or economic 
conditions, perceptions regarding the industries in which the issuers of securities held by the portfolio participate, and the particular circumstances and performance of particular companies whose 
securities the portfolio holds. In addition, while broad market measures of common stocks have historically generated higher average returns than fixed income securities, common stocks have also 
experienced significantly more volatility in those returns.  Large Cap investing is based on the expectation of positive price performance due to continued earnings growth or anticipated changes in the 
market or within the company itself.  However, if a company fails to meet that expectation or anticipated changes do not occur, its stock price may decline.  For comparison purposes the composite is 
measured against the S&P 500® Index which is a large-cap index which measures the performance of a representative sample of 500 leading companies in leading industries in the U.S. Prior to 
11/1/2024, the composite was named Strategic Equity Composite.  Effective December 1, 2025, the composite was redefined to begin including both non-bundled and bundled fee accounts.

Annual Performance Results

N/A - Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year.
As of December 31, 2025, total assets under advisement in this strategy are $653 million encompassing bundled fee accounts,  non-bundled fee accounts and non-discretionary 
accounts which do not include any model-traded assets.  This is presented as supplemental information.


