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Inflation

The Consumer Price Index (CPI) in July rose 0.2% from June, in line with expectations. The core CPI rose 0.3%.
These increases drove year-over-year increases of 2.7% headline and 3.1% core, with both showing a trend
away from the Fed's 2% target. The July Producer Price Index (PPI) rose 0.9% from June, both headline and
core, the largest increase since 2022. For both the consumer and producer price indices, gains and trends are
being driven by services inflation with the “supercore” services index (excludes energy & shelter) rising 0.5%
from June.

Our Take: This week’s inflation reports complicate the Fed's decision making. The July employment numbers
pointed to the Fed no longer having the luxury of waiting for greater clarity around tariffs’' impact on inflation.
However, the trend of too high and accelerating services inflation, which is not tariff driven and not something
that the Fed can “look through,” undercuts the case for easing. Upcoming inflation and employment reports
will weigh heavily into the Fed'’s decision making.

Retail Sales

Retail sales rose 0.5% in July, just below expectations of a 0.6% increase, while June's number was revised up
to 0.9% from the 0.6% initially reported. The retail sales control group, which feeds GDP calculations, rose
0.5% versus expectations of a 0.4% increase.

Our Take: July sales held in after a jump in June that was bigger than initially reported. The July report points
to stabilization in goods consumption.

China

Chinese factory production slowed to +5.7% vs. last July, retail sales slowed to +3.7% vs. the prior year, year-to-
date fixed asset investment slid to +1.6%, and the urban unemployment rate rose to 5.2%. Loan growth
turned negative for the first time in 20 years. The People’s Bank of China (PBOC) announced plans to support
consumption and the tech sector.

Our Take: The Chinese economy is still struggling with pessimistic consumers, a property downturn, and
overinvestment in many areas. Tariffs are pressuring exports, and this could worsen if China is unable to
reach a trade deal with the Trump administration.

Municipals

S&P Global Ratings upgraded New Jersey’s general obligation debt from A to A+ with a stable outlook. This
marks the third S&P upgrade for the state since 2022. S&P cited the “meaningful improvement in the state’s
balance sheet reflecting management’s commitment to rein in its comparatively large debt and pension
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liabilities while striving to achieve a structural budget balance longer-term." In addition, S&P indicated that
New Jersey's healthy reserve balance allows the state to “address budgetary challenges as they arise.”

Our Take: Even though the state’s annual pension payments have reached over $7 billion and are expected to
continue at that level, the state continues to face pension liabilities from previous administrations.
Nevertheless, New Jersey lawmakers and outgoing Governor Phil Murphy have taken steps to improve the
state’s fiscal health. New Jersey is currently heading in the right direction, which is good news for bondholders.
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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.

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.

The S&P Global credit rating is a credit score that describes the general creditworthiness of a company, city, or country that
issues debt. S&P uses the score to rate how likely a company is to meet its financial obligations. The ratings are for informational
purposes only and are opinions—they aren't investment recommendations, nor do they predict the probability of default.
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