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Performance data shown represents past 
performance. Investment returns and 
principal value will fluctuate, so that fund 
shares, when redeemed, may be worth 
more or less than the original cost. Past 
performance does not guarantee future 
results and current performance may be 
lower or higher than the performance data 
shown. Visit madisonfunds.com or call 
800.877.6089 to obtain performance data 
current to the most recent month-end.

Economic Backdrop

Market volatility receded during the second quarter of 2026 as a ceasefire between the 
U.S. and Iran took hold and oil prices retreated toward pre-conflict levels. The domestic 
economy showed resilience during the quarter, led by a labor market that continues to 
perform well. Nonfarm payrolls averaged 111,000 jobs per month over the last three 
months, and the unemployment rate ended the quarter at 4.2%. 

The most consequential development of the quarter was the leadership transition at 
the Federal Reserve (“Fed”), with new Chairman Kevin Warsh taking over from Jerome 
Powell in late May. Chairman Warsh struck a markedly more hawkish tone than markets 
expected, delivering an unambiguous commitment to returning inflation to the Fed’s 2% 
price target and announcing that the Fed will reduce forward guidance on the path of 
interest rates. The Fed held its Fed Funds target range steady at 3.50%–3.75% throughout 
the quarter, but updated June projections showed nearly all policymakers penciling in 
either a rate hike or no change this year – a reversal from the rate cut expectations that 
prevailed when the year began. Markets have repriced accordingly, at times assigning 
roughly even odds to a rate hike by September.   

Treasury Market

Treasury yields moved higher again in the second quarter of 2026 and the yield curve 
continued to flatten, with the front end leading the move. Two-year Treasury yields rose 
38 basis points to end the quarter at 4.18%, five-year yields rose 28 basis points to 4.23%, 
and ten-year yields rose 15 basis points to 4.47%. The thirty-year Treasury was the best 
performing point on the curve, rising only 4 basis points to 4.95%. The spread between 
two-year and ten-year Treasury yields narrowed from roughly 52 basis points to 29 basis 
points over the quarter.

The continued flattening reflected the market’s repricing of Fed policy expectations 
following the hawkish leadership transition. With rate cuts priced out and a hike 
now a live possibility, front-end yields moved sharply higher, while the long end was 
comparatively well anchored as inflation expectations moderated alongside falling oil 
prices following the Iran ceasefire. In our view, the market’s pricing of potential rate 
hikes appears too aggressive given moderating inflation risks, which makes intermediate 
maturities attractive at current yield levels. 

Corporate Bonds

Corporate bond spreads reversed course in the second quarter of 2026 and tightened 
meaningfully, with overall investment grade spreads moving 15 basis points tighter to 
end the quarter at 74 basis points. Long corporate bonds performed especially well, 
posting a 1.81% excess return versus Treasuries compared to 0.88% for intermediate 
corporates, as long spreads tightened 11 basis points and demand for long duration 
credit remained firm. Financials, which had underperformed in the first quarter, led the 
recovery by tightening 19 basis points, while utilities and industrials tightened 15 and 
12 basis points, respectively. In a reversal of first quarter dynamics, lower quality bonds 
outperformed – spread moves by rating class were AAA (2 basis points tighter), AA (3 
basis points tighter), A (12 basis points tighter), and BBB (18 basis points tighter). The 
Bloomberg Corporate index posted a +1.40% total return in the second quarter.

Portfolio Management

Mike Sanders, CFA, FRM
Head of Fixed Income, Portfolio 
Manager
Industry since 2004

Allen Olson, CFA
Portfolio Manager, Credit Analyst
Industry since 1998

Tickers
Class R6: MBORX Class I: MBOIX

Class Y: MBOYX Class A: MBOAX



MADISONFUNDS.COM  |  2

Madison Core Bond Fund June 30, 2026

The Bloomberg US Corporate Index measures the investment grade, 
US dollar-denominated, fixed-rate, taxable corporate and government-
related bond markets. 
In addition to the ongoing market risk applicable to portfolio securities, 
bonds are subject to interest rate risk, credit risk and inflation risk. 
When interest rates rise, bond prices fall; generally, the longer a bond’s 
maturity, the more sensitive it is to this risk. Credit risk is the possibility 
that the issuer of a security will be unable to make interest payments 
and repay the principal on its debt. 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 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.
A basis point is one hundredth of a percent.
Bond Spread is the difference between yields on differing debt 
instruments of varying maturities, credit ratings, and risk, calculated by 
deducting the yield of one instrument from another.
Carry is the income earned from holding a bond relative to its financing 
cost.

Asset-backed securities are bonds made up of a collection of consumer 
debts. 
Mortgage-backed securities (MBS) are bonds made up of a collection of 
residential or commercial mortgages.
Yield Curve is a line that plots yields (interest rates) of bonds having 
equal credit quality but differing maturity dates. The slope of the yield 
curve gives an idea of future interest rate changes and economic 
activity. There are three main types of yield curve shapes: normal 
(upward sloping curve), inverted (downward sloping curve) and flat. 
Yield curve strategies involve positioning a portfolio to capitalize on 
expected changes.
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 the report constitute the authors’ 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.
Madison Asset Management, LLC does not provide investment 
advice directly to shareholders of the Madison Funds. Opinions 
stated are informational only and should not be taken as investment 
recommendation or advice of any kind whatsoever (whether impartial 
or otherwise).
Madison-965024-2026-07-10

With the second quarter rally, corporate bond spreads have returned to the tight side 
of historical ranges and now sit near their year-end 2025 levels. At these levels, spreads 
provide little cushion against potential widening from economic weakness, heavy 
supply, or renewed geopolitical stress, and the return proposition for corporate credit 
is increasingly driven by yield rather than the potential for further spread compression. 
Demand for corporate credit remains strong, with continued inflows into bond funds 
and ETFs as fixed income yields compare favorably to cash instruments. Debt issuance 
by domestic companies has remained robust, with 2026 supply anticipated to exceed $1 
trillion, driven by energy and AI-related investments as well as potential increased M&A 
activity in a positive regulatory environment.  

Performance & Positioning

For the quarter, the Madison Core Bond Fund (class I) returned 0.76%, outperforming 
its benchmark return of 0.67%. Looking ahead, the Fund will continue to be overweight 
agency mortgage-backed securities, which continue to provide attractive high-quality 
carry with spreads stable during the quarter. With corporate spreads at tight levels 
offering little cushion against widening, we intend to selectively trim lower quality credits 
and reduce exposure where compensation for credit risk is no longer adequate. From 
a curve perspective, we favor the belly of the yield curve (two-to-seven year maturities), 
as we believe the market’s pricing of potential rate hikes is too aggressive, making these 
maturities attractive should policy expectations moderate. Under new leadership, the 
Fed’s reduced forward guidance may contribute to episodic rate volatility, and the Fund 
remains positioned to take advantage of such opportunities while maintaining an overall 
high-quality bias.

      

Respectfully, 

Mike Sanders Allen Olson
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Why Madison Core Bond Fund? Investment Objective

Active management of 
fixed income risks: 
duration, yield curve, 
sector, credit quality

Proprietary credit 
research analysis

Nimbleness and 
flexibility within a risk-
managed framework
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Number of Holdings 388

Effective Duration (years) 5.60

Average Maturity (years) 7.88

30-Day SEC Yield - Class Y (%) 4.13

Yield to Maturity - Class Y (%) 4.86

Annual Portfolio Turnover (%) 10.00

Net Assets ($ millions) 228.65

Distribution Frequency Monthly

Class R6 0.78 0.65 3.92 4.52 -- -- 1.22

Class I 0.76 0.72 3.94 4.47 0.30 -- 0.47

Class Y 0.85 0.67 3.82 4.39 0.21 1.82 2.92

Class A without sales charge 0.67 0.54 3.54 4.10 -0.04 1.54 3.21

Class A with sales charge -3.86 -3.94 -1.13 2.52 -0.96 1.08 3.04

Bloomberg US Aggregate Bond 0.67 0.62 3.79 4.16 0.08 1.54 --

3-Months YTD 1-Year 3-Year 5-Year 10-Year Since
Inception

R6 MBORX 02/28/22 0.28%

I MBOIX 02/26/21 0.36%

Y MBOYX 06/30/06 0.46%

A MBOAX 12/29/97 0.71%

Class Ticker Inception Exp. Ratio

Expense ratios are based on the fund’s most recent 
prospectus.

   Average Annual Total Returns (%)1 

   Calendar Year Returns  (%)1

⬤ Corporate 26.41 24.06

Financials 11.69 7.74

Industrials 13.46 13.89

Utilities 1.27 2.43

⬤ Securitized 42.85 25.51

MBS & CMBS 41.61 25.08

ABS 1.24 0.42

⬤ Treasury 29.54 46.11

⬤ Agency/Gov Related -- 4.32

⬤ Cash 1.20 --

Madison Index

5-Year Risk Metrics (%) - Class Y

⬤ AAA 1.55 3.23

⬤ AA 72.24 73.80

⬤ A 11.51 11.48

⬤ BBB 12.96 11.50

⬤ BB 0.54 --

⬤ Cash 1.20 --

Madison Index

Standard Deviation 6.09 6.37

Up Capture 95.15 100.00

Down Capture 93.65 100.00

Information Ratio 0.21 --

Madison Index

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Class Y 3.51 3.28 -0.74 8.52 9.43 -1.33 -12.58 5.80 1.52 7.27

Bloomberg US
Aggregate Bond

2.65 3.54 0.01 8.72 7.51 -1.54 -13.01 5.53 1.25 7.30
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Performance data shown represents past performance. Investment returns and principal value will 
fluctuate, so that fund shares, when redeemed, may be worth more or less than the original cost. Past 
performance does not guarantee future results and current performance may be lower or higher than the 
performance data shown. Visit madisonfunds.com or call 800.877.6089 to obtain performance data 
current to the most recent month-end.

   Quality Distribution (%)   Sector Allocation (%)

The Madison Core Bond Fund seeks to generate 
a high level of current income, consistent with 
the prudent limitation of investment risk.

Fund Characteristics

Portfolio Management
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This material is authorized for use only when preceded or accompanied by the current prospectus. Before investing, please fully consider the investment objectives, 
risks, charges and expenses of the fund. This and other important information is contained in the current prospectus, which you should carefully read before 
investing or sending money. For more complete information about Madison Funds® obtain a prospectus from your financial adviser, by calling 800.877.6089 or by 
visiting www.madisonfunds.com to view or download a copy.
1. Average annual total returns and calendar year returns assume all distributions are reinvested and reflect applicable fees and expenses. Class A share returns 
without sales charge would be lower if sales charge were included. Class A share returns with sales charge reflect the deduction of the maximum applicable sales 
charge of 5.75%. Class Y shares do not impose an up-front sales charge or a CDSC.
Madison Asset Management, LLC does not provide investment advice directly to shareholders of the Madison Funds.
Madison Funds are distributed by MFD Distributor, LLC, member of FINRA. Portfolio data is as of the date of this piece unless otherwise noted and holdings are 
subject to change.
“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.
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.
An investment in the Fund is subject to risk and there can be no assurance the Fund will achieve its investment objective. The risks associated with an investment 
in the Fund can increase during times of significant market volatility. The principal risks of investing in the Fund include interest rate risk, call risk, risk of default, 
mortgage-backed securities risk, liquidity risk, credit risk and repayment/ extension risk, non-investment grade security risk, and foreign security risk. Mutual 
funds that invest in bonds are subject to certain risks including interest rate risk, credit risk, and inflation risk. As interest rates rise, the prices of bonds fall. Long-
term bonds are more exposed to interest-rate risk than short-term bonds. Investing in non-investment grade securities, may provide greater returns but are 
subject to greater-than-average risk. More detailed information regarding these risks can be found in the Fund’s prospectus.
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.
Bloomberg US Aggregate Bond Index: a broad-based flagship benchmark that measures the investment grade, USD-denominated, fixed-rate taxable bond 
market. The index includes Treasuries, government-related and corporate securities, mortgage-backed securities, asset-backed securities, and corporate 
securities, with maturities greater than one year.
Bond ratings are based on information provided by S&P. They are for informational purposes only and do not predict the probability of default.
Effective Duration: a measure of a portfolio’s interest-rate sensitivity. The longer a portfolio’s duration, the more sensitive the portfolio is to shifts in interest rates.
Average Maturity: is computed by weighting the maturity of each security in the portfolio by the market value of the security, then averaging these weighted 
figures.
30-day SEC Yield: represents net investment income earned by a fund over a 30-day period, expressed as an annual percentage rate based on the fund’s share 
price at the end of the 30-day period. It is calculated based on the standardized formula set forth by the SEC.
Yield to Maturity: the rate of return on a bond calculated on the basis of purchase price, redemption price, the total interest payments, and the number of 
months or years until maturity. The yield to maturity is greater than the current yield when the bond is selling at a discount, and less when the bond is at a 
premium.
Yield Curve: a line that plots yields (interest rates) of bonds having equal credit quality but differing maturity dates. The slope of the yield curve gives an idea of 
future interest rate changes and economic activity. There are three main types of yield curve shapes: normal (upward-sloping curve), inverted (downward-sloping 
curve), and flat.
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 fund’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 fund’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.
Information Ratio: a measurement of portfolio returns beyond the returns of a benchmark, usually an index, compared to the volatility of those returns.


