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Employment

The economy added 73,000 jobs in July, below expectations of a 104,000 increase. Revisions to the previous
two months subtracted a whopping 258,000 jobs. The unemployment rate, derived from the household
survey, rose from 4.1% to 4.2% as employment fell by 260,000 jobs while the labor force declined by just
38,000. Average hourly earnings rose 0.3% for the month and are up 3.9% year-over-year. The labor force
participation rate decreased from 62.3% to 62.2%.

Our Take: The most jarring revelation from the July jobs report was the revision to the previous two months
numbers. When reported, job creation in both of these months exceeded expectations. This gave the Fed
cover to keep rates steady as the employment market, while slowing, was holding in. Now we learn that job
creation in May and June was anemic and that there was not much of a rebound in July. Market pricing of the
likelihood of a rate cut in September rose dramatically following this report.

The Fed

The Fed kept interest rates unchanged at 4.25%-4.50%. According to the Federal Open Market Committee
(FOMC) statement, “growth of economic activity moderated in the first half of the year,” though the labor
market remains solid and unemployment “remains low.” Inflation is still “somewhat elevated”, and the Fed
noted that “uncertainty about the economic outlook remains elevated,” with risks to both inflation and
employment. In his post-meeting remarks, Fed Chairman Jerome Powell said inflation remains above the 2%
target, with services prices easing but tariffs pushing up goods prices. He added that the current policy stance
is appropriate and that the Fed is well positioned to wait for greater clarity before adjusting policy. Notably,
there were two dissenting votes at this meeting. Federal Reserve Governors Michelle Bowman and
Christopher Waller voted to lower the federal funds rate by 25 basis points, highlighting the growing divide
within the Committee over how long to hold rates at current levels.

Our Take: At the time of their meeting, the Fed majority saw the labor market as solid and growth holding up,
allowing the FOMC to wait for more progress on inflation and better clarity around the impact of tariffs. Two
dissents highlights the growing internal debate around whether the current restrictive policy is appropriate
given slowing economic and employment growth.

Trade

The Trump administration announced multiple trade deals with most major trading partners and extended
the delay of reciprocal tariffs on Mexico while negotiations continue. The administration also exempted
refined copper from the previously announced 50% tariff. Canada will face higher tariffs. Most of the tariffs
announced on April 2" go into effect today, although most are at lower levels than first announced.
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Our Take: The picture of what goods and what nations will face what tariff levels is becoming marginally
clearer, and tariffs are about to more broadly come into effect. Consumers and businesses are still facing a lot
of uncertainty around tariffs, but their economic effect is likely to become more evident.

Inflation

The core Personal Consumption Expenditures (PCE) Index, the Fed's preferred measure of inflation, rose 0.3%
inJune and is up 2.8% over the last twelve months.

Our Take: The core PCE index remains stubbornly above the Fed’s 2% target. The Fed will get multiple data
points on the inflation picture before their next meeting and may be willing to cut rates at future meetings in
the wake of slower economic growth. That decision will be made more difficult if inflation is not receding.

GDP
Real GDP rose at a 3.0% annualized pace in the second quarter.

Our Take: Quirky timing differences in net exports and inventories led to a strong Q2 report but also to a
weak (-0.5%) Q1 report. Averaging the two quarters, the economy grew at approximately a 1.25% annualized
pace in the first half of 2025. This is considerably slower than 2024 growth (2.3%) and supports the argument
for lower rates.

Municipals

The Las Vegas Convention and Visitors Authority (LVCVA) reported that tourism declined in June compared to
June 2024. LVCVA estimated that nearly 3.1 million people visited the city in June, a decline of 11.3%, and hotel
occupancy was 6.5% lower than last year. Officials attributed the decline to “persistent economic uncertainty
and weaker consumer confidence.”

Our Take: Many tourists are proceeding with caution. The increasing cost to attend shows, attractions and
dining establishments has affected the tourism industry in Las Vegas. This is not good news for a city heavily
dependent on tourism to generate revenue. Looking ahead, the newly enacted Visa Integrity Fee, which
charges international travelers a refundable $250 to enter the United States, could negatively affect Las Vegas
tourism later this year.
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About Reinhart Fixed Income

Quiality, 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.

A basis point is one hundredth of a percent.

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.

Quiality 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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