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Capital Link will host its 3rd Annual Dissect ETFs Forum on Tuesday, September
29, 2016 at the Metropolitan Club in New York City.
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The Forum will deep dive into a series of topics of critical interest to investors and
ETF sponsors through a series of panel discussions among industry experts. The
Forum will address the trends, developments and outlook of ETFs while reviewing
major investment strategies using ETFs.

Metropolitan Club
One East 60th Street
New York, NY 10022-1054

Capital Link’s Dissect ETFs Forum is designed to provide an interactive platform to
combine rich educational and informational content with extensive marketing and
networking opportunities.
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Co-Founder of 55 Capital Markets
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For more information and registration, please visit our website for more details.
For sponsorship opportunities please contact: Nicolas Bornozis or Anny Zhu at
funds@capitallink.com or +1(212)661-7566.
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ORGANIZED BY CAPITAL LINK, INC.
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230 Park Ave. Suite 1536 New York, NY 10169
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Closed-End Funds Report

The Month in Closed-End Funds: May 2016
PERFORMANCE
For the third consecutive month both equity CEFs and fixed income CEFs
on average witnessed plus-side performance on a NAV basis (+0.97% and
+0.73%, respectively). For the fourth month in a row equity CEFs posted a
positive return on a market basis (+0.86%), and fixed income CEFs
(+0.31%) posted a plus-side market-based return for the sixth month
running. For the month of May all the major U.S. broad-based indices posted
returns in the black. The NASDAQ Composite Price Only Index (+3.62%)
and the Russell 2000 Price Only Index (+2.12%) posted the strongest
returns, while the S&P 500 Composite Price Only Index (+1.53%) and the
Dow Jones Industrial Average Price Only Index (+0.08%) also managed to
stay in the black. However, the global markets didn’t fare as well, with the
Shanghai Composite Price Only Index declining 2.25% and the FTSE 100
Price Only Index losing 0.82% for May.

The Month in Closed-End Funds: May 2016

Despite a better-than-expected April ISM nonmanufacturing index report
being released at the beginning of the month, equities started out the month
on a sour note, dragged down by a weaker-than-expected April nonfarm
payrolls report. The ISM manufacturing index, while still signaling expansion,
declined to 50.8 for April. The Department of Labor reported the U.S. had
added a lower-than-expected 160,000 jobs for April, below the consensusexpected 203,000, while the unemployment rate remained at 5.0%. Rather
than embracing the strong report on U.S. retail sales the following week—
retail sales rose 1.3% for April—investors appeared to focus on what
improving economics might mean to near-term interest rate hikes by the
Federal Reserve, and they continued to be rattled by oil-price volatility.

•

Stocks began to gain some strength after being upset by news that a
summer rate hike might be in the cards. Initially, investors were particularly
bothered by the minutes from the Fed’s latest meeting, which highlighted the
central bank’s intent to raise interest rates soon, provided the fundamentals
of the U.S. economy remain steady. However, later they appeared to focus
on the benefits of a strengthening economy, pushing stocks higher,
especially after witnessing signs of strengthening oil prices and on the news
of better-than-expected April industrial production, April housing starts
(+6.6%), and that new-homes sales soared 16.6% for April—their fastest
pace in eight years. Stocks continued to rally during the remainder of the
month, driven by oil breaching the $50/barrel mark, less fear surrounding the
upcoming “Brexit” vote in June, and an upward revision in first quarter U.S.
GDP growth.

•

•

•

•

For the third month in a row equity closed-end
funds (CEFs) and fixed income CEFs witnessed
plus-side performance on average, rising 0.97%
and 0.73%, respectively, on a net-asset-value
(NAV) basis for May.
For May 17% of all CEFs traded at a premium to
their NAV, with 12% of equity funds and 20% of
fixed income funds trading in premium territory.
Thomson Reuters Lipper’s High Yield CEFs
classification witnessed the largest narrowing of
discounts for the month—58 basis points (bps) to
8.48%.
Loan Participation CEFs’ strong relative
performance (+1.26%) helped keep the domestic
taxable bond CEFs macro-group (+1.00%) at the
top of the fixed income universe for the second
month in a row.
The rebound in growth-oriented stocks during the
month helped push Lipper’s Growth CEFs
classification (+5.08%) to the top of the equity
universe charts for the first month in six.
Relatively strong returns from both equities and
fixed income securities helped catapult Lipper’s
mixed-asset CEFs macro-group (+1.63%) to the
top of the leader board for the first month in four.

Once again, during the month the yield on many Treasury instruments
experienced some upward momentum after the Fed released the minutes of
its last meeting and after the PCE price index (the Fed’s preferred measure
of inflation) showed price pressures had increased in April. The one-year
Treasury witnessed the largest increase in yield during the month, rising 12
basis points (bps) to 0.68% after hitting a monthly closing high of 0.69% on
May 24. Treasury yields declined at the 20-year and 30-year levels,
dropping 3 bps and 2 bps to 2.23% and 2.64%, respectively
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For May the dollar strengthened against the euro (+2.85%),
the pound (+0.55%), and the yen (+4.16%). Commodities
prices were mixed for the month, with near-month gold prices
declining 5.77% to close May at $1,214.80/ounce. Frontmonth crude oil prices rose 6.93% to close the month at
$49.10/barrel.

CLOSED-END FUNDS LAB

For the month 86% of all CEFs posted NAV-based returns in
the black, with 78% of equity CEFs and 92% of fixed income
CEFs chalking up returns in the plus column. Relatively strong
returns from both equities and fixed income securities helped
catapult Thomson Reuters Lipper’s mixed-assets CEFs
macro-group (+1.63%) to the top of the leader board for the
first month in four, followed by domestic equity CEFs (+1.58%)
and world equity CEFs (-0.89%, the group’s first monthly
negative return since February).
The rebound in growth-oriented stocks during the month
helped push Lipper’s Growth CEFs classification (+5.08%) to
the top of the equity universe charts for the first month in six. It
was followed closely by Energy MLP CEFs (+4.11%).
Emerging Markets CEFs (-3.08%) and Pacific ex-Japan CEFs
(-2.00%) were the only equity CEF classifications posting
negative returns for May. For the remaining equity
classifications returns ranged from 0.55% (Sector Equity
CEFs) to 1.70% (Income & Preferred Stock CEFs).
Seven of the ten top-performing individual equity CEFs were
housed in Lipper’s Energy MLP CEFs classification. However,
at the top of the charts Engex, Inc. (EXGI, warehoused in
Lipper’s Growth CEFs classification) jumped 14.72% on a
NAV basis. (Since EXGI didn’t trade on the last business day
of the month, no premium or discount information was
recorded.) It was followed by Salient Midstream & MLP Fund
(EMP), posting a 9.27% return and traded at a 9.83% discount
at month-end; Columbia Seligman Premium Technology
Growth, Inc. (STK, housed in the Options Arbitrage/Options
Strategies classification), gaining 8.06% and traded at a
1.81% premium on May 31; Kayne Anderson Midstream/
Energy Fund, Inc. (KMF), rising 7.77% and traded at a 7.09%
discount at month-end; and Kayne Anderson Energy Total
Return Fund, Inc. (KYE), gaining 7.52% on a NAV basis and
traded at a 9.02% discount on May 31.

April 2013

For the month the dispersion of performance in individual
equity CEFs—ranging from minus 11.90% to positive
14.72%—was narrower than April’s spread and more
negatively skewed. The 20 top-performing equity CEFs posted
returns at or above 3.91%, while the 20 lagging equity CEFs
were at or below minus 2.80%. Only 56 CEFs in the equity
universe posted negative returns for the month. Three of the
five worst performing funds were housed in the Emerging
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Markets CEFs classification; Turkish Investment Fund, Inc.
(TKF) was at the bottom of the pile. TKF shed 11.90% of its
April-closing NAV price and traded at a 14.94% discount at the
end of May. ASA Gold & Precious Metals Limited (ASA,
warehoused in the Sector Equity CEFs classification) posted
the next poorest return in the equity universe, declining
11.68%. ASA traded at a 12.75% discount on May 31.
Treasury yields declined toward the middle of the month as
equity investors began to fear sluggish growth and after
learning about the lower-than-expected nonfarm payrolls report
for April. However, after the Fed indicated it was considering
raising interest rates as soon as June, investors took a more
risk-on approach toward month-end. The yield curve rose at
the short end and declined ever so slightly at the long end, with
the ten-year yield rising just 1 bp to 1.84%. For the third
consecutive month domestic taxable bond CEFs (+1.00%)
witnessed a plus-side return on average, while municipal bond
CEFs (+0.68%) chalked up their eleventh consecutive month of
positive returns. For the first month in four world income CEFs
(-0.51%) were in the red on average— pulled down by declines
from Emerging Markets Debt CEFs (-0.60%) and Global
Income CEFs (-0.45%).
With a strengthening U.S. dollar, a rise in oil prices, and an
increasing probability of a near-term interest rate hike, Loan
Participation CEFs’ strong relative performance (+1.26%)
helped keep the domestic taxable bond CEFs macro-group
(+1.00%) at the top of the fixed income universe for the second
month in a row.
Investors’ more risk-on approach kept April’s domestic leaders
at the top of the charts for May: High Yield CEFs (Leveraged)
(+1.20%), General Bond CEFs (+1.04%), and High Yield CEFs
(+0.95%). Corporate Debt BBB-Rated CEFs (+0.11%) was the
relative laggard of the group, bettered marginally by Corporate
Debt BBB-Rated CEFs (Leveraged) (+0.16%).
For the third consecutive month all of Lipper’s municipal debt
CEF classifications posted plus-side returns. High Yield
Municipal Debt CEFs (+0.90%) was the leader of the group,
while Intermediate Municipal Debt CEFs (+0.22%) was the
relative laggard. National municipal debt CEFs (+0.74%)
outpaced their single-state municipal debt CEFs counterparts
(+0.61%) by 13 bps.

Two of the three top-performing individual CEFs in the fixed
income universe were housed in Lipper’s High Yield
(Leveraged) CEFs classification. At the top of the group was
NexPoint Credit Strategies Fund (NHF), returning 5.57% and
traded at a 13.14% discount on May 31. NHF was followed by
Apollo Tactical Income Fund Inc. (AIF, housed in the
General Bond CEFs classification), returning 2.92% and traded
at a 13.00% discount at month-end; Babson Capital Global
Short Duration High Yield Fund (BGH), tacking 2.72% onto
its April month-end value and traded at a 9.32% discount on
May 31; Resource Credit Income Fund, Class C Shares
(RCICX, an interval hybrid fund warehoused in the General
Bond CEF classification), posting a 2.67% return; and Morgan
Stanley Emerging Markets Domestic Debt Fund, Inc. (EDD,
warehoused in the Emerging Markets Debt CEFs
classification), returning 2.62% and traded at a 13.59%
discount at month-end.
For the remaining funds in the fixed income CEFs universe
monthly NAV-basis performance ranged from minus 3.86% for
Stone Harbor Emerging Markets Total Income Fund (EDI,
housed in Lipper’s Emerging Markets CEFs classification) to
2.57% for Blackstone/GSO Strategic Credit Fund (BGB,
housed in Lipper’s Loan Participation CEFs classification),
which traded at a 10.94% discount at month-end. The 20 topperforming fixed income CEFs posted returns at or above
1.74%, while the 20 lagging CEFs were at or below minus
0.15%. Only 25 fixed income CEFs witnessed negative
performance for May.
PREMIUM AND DISCOUNT BEHAVIOR
For May the median discount of all CEFs widened 6 bps to
April
6.64%—still better than
the2013
12-month moving average discount
(9.17%). Equity CEFs’ median discount narrowed 7 bps to
10.76%, while fixed income CEFs’ median discount widened 11
bps to 4.63%. Single-State Municipal Bond CEFs’ median
discount witnessed the largest widening in the CEFs universe, 116
bps to 2.41%, while High Yield CEFs witnessed the largest
narrowing of discounts—58 bps to 8.48%.
For the month 43% of all funds’ discounts or premiums improved,
while 55% worsened. In particular, 48% of equity funds and 39%
of fixed income funds saw their individual discounts narrow,
premiums widen, or premiums replace discounts. The number of
funds traded at premiums on May 31 (89) was 12 less than on
April 29.
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CEF EVENTS AND CORPORATE ACTIONS
IPOs
Nuveen Investments announced it successfully
completed the initial public offering of Nuveen High
Income December 2019 Target Term Fund
(NYSE:JHD). The fund raised $245 million in its
common-share offering, excluding any exercise of
the underwriters’ option to purchase additional
shares. If the underwriters exercise that option in full,
the fund will have raised approximately $276 million.
Eaton Vance Management announced the initial
public offering of common shares of Eaton Vance
High Income 2021 Target Term Trust (NYSE:
EHT). The trust is issuing 19 million shares at an
initial price of $10.00 per share, resulting in gross
proceeds of $190 million. Up to approximately 2.85
million additional shares may be issued upon
exercise of the underwriters’ overallotment option,
which may not occur.
RIGHTS, REPURCHASES, TENDER OFFERS
The Zweig Fund, Inc. (NYSE: ZF) announced that
the fund’s tender offer for 3,011,788.95 of its issued
and outstanding common shares, representing
approximately 15% of the fund’s outstanding shares,
expired May 26, 2016. Based on current information,
approximately 7,894,133 shares were tendered and
the pro-ration for each tendering stockholder was
estimated to be 38.1522% of the shares properly
tendered. The actual number of shares to be
purchased was anticipated to be announced on June
3, 2016. Payment for such shares will be made on or
about June 7, 2016. The purchase price of properly
tendered shares was 98% of the net asset value per
share determined as of the close of the regular
trading session of the New York Stock Exchange on
May 26, 2016, which was equal to $13.78 per share.
On May 26, 2016, the fund traded at a 9.39%
discount.
The Zweig Total Return Fund, Inc. (NYSE:ZTR)
announced that the fund’s tender offer for
4,768,925.10 of its issued and outstanding common
shares, representing approximately 15% of the
fund’s outstanding shares, expired on May 26, 2016.
Based on current information, approximately
14,054,807 shares were tendered and the pro-ration
for each tendering stockholder was estimated to be
33.9309% of the shares properly tendered. The
actual number of shares purchased was anticipated
to be announced on June 3, 2016. Payment for such
shares will be made on or about June 7, 2016. The
purchase price of properly tendered shares was 98%
of the net asset value per share determined as of the

close of the regular trading session of the New York
Stock Exchange on May 26, 2016, which was equal
to $12.96 per share. On May 26, 2016, the fund
traded at an 8.32% discount.
Western Asset Middle Market Income Fund Inc.
(XWMFX) announced that the fund’s board of
directors approved a tender offer to purchase for
cash up to 2.5% of the fund’s outstanding common
shares. The tender offer will be conducted at a price
equal to the fund’s net asset value per common
share on the day on which the tender offer expires.
The fund intends to commence its tender offer on or
about June 6, 2016, with the expiration of the tender
offer currently expected to be July 6, 2016.

Authored by:
TOM ROSEEN
HEAD OF RESEARCH
SERVICES
LIPPER, DENVER

Western Asset Middle Market Debt Fund Inc.
(XWAMX) announced that the fund’s board of
directors approved a tender offer for up to 10% of the
fund’s outstanding common shares. The tender offer
will be conducted at a price equal to the fund’s net
asset value per common share on the day on which
the tender offer expires. The fund intends to
commence its tender offer on or about June 6, 2016,
with the expiration of the tender offer currently
expected to be July 6, 2016.
Delaware Investments Dividend and Income
Fund, Inc. (NYSE: DDF) announced that its board of
directors authorized an issuer tender offer to
purchase for cash up to 425,937 common shares,
representing 5% of its issued and outstanding
common shares. The tender offer will commence on
Wednesday, June 1, 2016, and will expire—unless
extended—on Tuesday, June 28,2016. Purchases
will be made at a price per share equal to 98% of the
fund’s net asset value per share as of the close of
trading on the first business day after the expiration
of the offer. If more shares are tendered than the
amount the board authorized to purchase, the fund
will purchase a number of shares equal to the offer
amount on a prorated basis.
MERGERS AND REORGANIZATIONS
Nuveen
Investments
announced
that
the
reorganization of three of its CEFs that invest in
preferred securities was completed prior to the open
of the New York Stock Exchange on May 9, 2016.
Nuveen Quality Preferred Income Fund 2 was
renamed Nuveen Preferred Securities Income
Fund. The fund will continue to trade under the
symbol JPS. Nuveen Preferred Securities Income
Fund acquired substantially all the assets and
liabilities of Nuveen Quality Preferred Income
Fund (JTP) and Nuveen Quality Preferred Income
Fund 3 (JHP) in tax-free transactions in exchange
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for an equal aggregate value of newly issued common shares.
The exchanges took place based upon the funds’ closing net
asset values on May 6, 2016.
Nuveen Investments announced the board of three Nuveen
California municipal debt CEFs approved a merger. The merger is
intended to create a larger fund with lower operating expenses
and increased trading volume on the exchange for common
shares. Additionally, the acquiring fund, Nuveen California
Dividend Advantage Municipal Fund (NYSE: NAC) will change
its name to Nuveen California Enhanced Quality Municipal Fund
upon completion of the merger. The ticker for the fund will remain
NAC. Subject to shareholder approval Nuveen California
Enhanced Quality Municipal Fund will acquire Nuveen
California Dividend Advantage Municipal Fund 2 (NVX) and
Nuveen California Dividend Advantage Municipal Fund 3
(NZH).
Madison Asset Management announced board approval of the
reorganization of Madison Covered Call & Equity Strategy Fund
(MCN) into Madison Strategic Sector Premium Fund (MSP). It
is currently expected the reorganization will be completed in the
second half of 2016, subject to required shareholder approvals
and satisfaction of applicable regulatory requirements and other
customary closing conditions.
LMP Real Estate Income Fund Inc. (NYSE: RIT) and Legg
Mason Funds Trust (“LM Trust”), on behalf of its series
ClearBridge Real Estate Opportunities Fund (“CRO”),
announced the results of the votes cast at the fund’s special
meeting of stockholders held on May 18, 2016. Stockholders of
the fund voted to approve the merger of the fund with and into
CRO in accordance with the Maryland General Corporation Law
and the Maryland Statutory Trust Act. The merger is expected to
be effective on the close of business June 10, 2016.
Upon completion of the merger each common share (including
fractional shares) of RIT will convert into an equivalent dollar
amount (to the nearest $0.001) of Class O shares of CRO, based
on the net asset value of RIT on the date preceding the merger.
LM Trust is a newly organized, open-end management
investment company and currently has only one series, CRO,
which is non-diversified.
To facilitate the transition from a CEF to an open-end fund, after
the close of business on June 6, 2016, common shares of RIT will
cease trading on the New York Stock Exchange.
Brookfield Investment Management Inc. will host a conference
call regarding the proposed reorganization of Brookfield
Mortgage Opportunity Income Fund Inc. (NYSE: BOI),
Brookfield Total Return Fund Inc. (NYSE: HTR), and
Brookfield High Income Fund Inc. (NYSE:HHY) into

Brookfield Real Assets Income Fund Inc., a newly organized
Maryland corporation, as well as the proposed appointment of
Schroder Investment Management North America Inc. as subadvisor for BOI and HTR. The reorganizations are subject to the
approval of each fund’s shareholders. A joint special meeting of
shareholders to consider the reorganizations has been scheduled
for Friday, August 5, 2016.
OTHER
Calamos Dynamic Convertible and Income Fund (NASDAQ:
CCD) announced that the share purchase program described in
the fund’s press release dated May 15, 2015, was completed in
accordance with its terms. Purchases of the fund’s common
shares under the program were to be made on behalf of Calamos
Advisors LLC, the fund’s investment advisor, from July 7, 2015,
and on each trading day through February 25, 2016, subject to
specified disclosed price and volume limitations.
Nuveen Investments announced that it intends to propose a plan
of reorganization to the board of Nuveen Global Equity Income
Fund (JGV). Under the proposed reorganization plan JGV will be
reorganized into open-end Nuveen NWQ Global Equity Income
Fund, reflecting differing approaches between JGV’s current
mandate and NWQ’s global equity income mandate. JGV
shareholders will receive Class A shares of the NWQ fund in the
reorganization. Nuveen expected to make this proposal at the
board’s meeting in late May. If approved by the board, the
proposed reorganization is subject to shareholder approval at the
fund’s annual meeting to be held this fall.
Guggenheim Build America Bonds Managed Duration Trust
(GBAB) announced that the trust’s board of trustees approved
modifications to certain non-fundamental investment policies and
the name of the trust, which will become effective as of July 26,
2016. The trust will continue to pursue its primary investment
objective of providing current income with a secondary objective
of long-term capital appreciation. However, as a result of
investment policy changes, the trust will no longer be required to
invest a specific percentage of its managed assets in Build
America Bonds. In connection with the investment policy
changes, on the effective date the trust will change its name to
Guggenheim Taxable Municipal Managed Duration Trust. The
trust will continue to trade on the NYSE under its current ticker
symbol, GBAB.
© Thomson Reuters 2016. All Rights Reserved. Lipper Fund Market Insight Reports are
for informational purposes only, and do not constitute investment advice or an offer to
sell or the solicitation of an offer to buy any security of any entity in any jurisdiction. No
guarantee is made that the information in this report is accurate or complete and no
warranties are made with regard to the results to be obtained from its use. In addition,
Lipper, a Thomson Reuters company, will not be liable for any loss or damage resulting
from information obtained from Lipper or any of its affiliates. For immediate assistance,
feel free to contact Lipper Client Services toll-free at 877.955.4773 or via email at
LipperClientServices@thomsonreuters.com. For more information about Lipper, please
visit our website at www.lipperweb.com.
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Average
1Mo NAV
Chg

Average
1Mo Mkt
Chg

Average
May P/D

Average
YTD Mkt
Change

Average
YTD P/D
Change (%)

California Municipal Debt Funds

0.2%

-1.1%

0.42

1.87

-1.4%

2.1%

4.2%

2.0%

Convertible Securities Funds

0.8%

0.7%

-10.94

-10.90

0.0%

-0.9%

1.0%

1.7%

Core Funds

0.4%

0.0%

-10.53

-8.92

-0.3%

-1.8%

-1.7%

0.7%

Corporate BBB-Rated Debt
Funds(Leveraged)

-0.2%

0.1%

-7.90

-8.17

0.3%

2.8%

5.2%

2.0%

Corporate Debt Funds BBB-Rated

-0.3%

0.3%

-3.86

-4.47

0.6%

2.7%

4.6%

1.8%

Developed Market Funds

-0.3%

0.2%

-12.94

-13.35

0.4%

-0.6%

-1.8%

-1.1%

Emerging Markets Funds

-3.1%

-3.6%

-12.51

-12.19

-0.3%

3.1%

2.7%

-0.3%

Emerging Mrkts Hard Currency Debt Funds

-1.0%

-1.5%

-11.34

-10.98

-0.4%

4.2%

7.6%

2.8%

Energy MLP Funds
General & Insured Muni Debt Funds
(Leveraged)

2.7%

2.1%

-4.43

-3.80

-0.6%

6.4%

9.7%

2.8%

0.4%

-0.5%

-2.19

-1.31

-0.9%

2.4%

5.7%

3.0%

General & Insured Muni Fds (Unleveraged)

0.3%

2.1%

0.50

-1.33

1.8%

2.0%

4.3%

2.2%

General Bond Funds

0.5%

0.2%

-3.50

-2.51

-0.2%

1.4%

5.7%

4.0%

Global Funds

0.0%

1.0%

-11.49

-12.42

0.9%

-1.7%

0.9%

2.0%

Global Income Funds

-1.2%

-0.7%

-6.09

-6.60

0.5%

0.6%

4.2%

3.4%

Growth Funds

4.7%

2.5%

-10.50

-10.80

0.3%

4.2%

-9.2%

-2.3%

High Yield Funds

0.4%

-0.4%

-9.22

-4.53

0.6%

2.6%

3.4%

1.2%

High Yield Funds (Leveraged)

0.5%

0.8%

-6.80

-7.34

0.2%

4.0%

6.7%

2.3%

High Yield Municipal Debt Funds

0.4%

-0.4%

-0.06

0.83

-0.9%

2.0%

5.1%

2.9%

Income & Preferred Stock Funds

1.1%

0.7%

-4.32

-3.80

-0.5%

1.6%

6.1%

3.8%

Intermediate Municipal Debt Funds

-0.1%

-1.3%

-2.80

-1.62

-1.2%

1.6%

2.2%

0.4%

Loan Participation Funds

0.8%

1.7%

-8.56

-9.26

0.7%

3.2%

4.7%

0.9%

Natural Resources Funds

0.0%

-0.4%

-10.49

-10.09

-0.4%

10.4%

10.9%

0.9%

New Jersey Municipal Debt Funds

0.3%

-0.7%

-4.29

-3.25

-1.0%

2.4%

6.9%

4.1%

New York Municipal Debt Funds

0.2%

-0.9%

-0.82

0.26

-1.1%

2.0%

5.2%

3.0%

Options Arbitrage/Opt Strategies Funds

0.8%

1.1%

-3.51

-3.63

0.1%

-2.3%

-2.0%

0.8%

Other States Municipal Debt Funds

0.2%

0.0%

-1.66

-1.47

-0.3%

2.2%

6.3%

3.6%

Pacific Ex Japan Funds

-2.0%

-2.3%

-12.44

-12.20

-0.2%

1.0%

2.2%

1.0%

Pennsylvania Municipal Debt Funds

0.1%

-0.8%

-5.98

-5.07

-0.9%

1.9%

7.6%

5.0%

Real Estate Funds

0.9%

1.6%

-12.42

-12.50

0.1%

1.3%

5.9%

0.7%

Sector Equity Funds

-0.1%

-0.5%

-4.98

-4.94

0.0%

3.6%

6.6%

3.1%

U.S. Mortgage Funds

-0.2%

-1.3%

-4.99

-3.91

-1.1%

-1.6%

1.0%

3.1%

Utility Funds

0.2%

0.9%

-6.71

-7.41

0.7%

8.6%

11.1%

2.2%

Value Funds

1.0%

1.5%

-10.80

-11.14

0.3%

3.6%

5.8%

2.0%

Lipper Classification

Average
Average Apr Average 1
YTD NAV
P/D
Mo P/D chg
Change
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Top 5 Performing CEFs
Ticker
Symbol

1-Month NAV
Change

Rank

Growth Funds

EXGI

14.7%

1

Kayne Anderson Mstr/Engy

Energy MLP Funds

KMF

7.8%

2

Kayne Anderson Enrgy TR

Energy MLP Funds

KYE

7.5%

3

Nuveen AC Engy MLP Opps

Energy MLP Funds

JML

7.5%

4

Tekla Life Sciences Inv

Sector Equity Funds

HQL

7.1%

5

Fund Name

Category

Ticker
Symbol

Year-to-Date
NAV Change

Rank

ASA Gold & Prec Met Ltd

Sector Equity Funds

ASA

61.9%

1

Tortoise Pipelne & Enrgy

Natural Resources Funds

TTP

21.6%

2

Goldman Sachs MLP&En Ren

Energy MLP Funds

GER

18.1%

3

Aberdeen Latin America

Emerging Markets Funds

LAQ

17.5%

4

Nuveen AC Engy MLP Opps

Energy MLP Funds

JML

16.5%

5

Fund Name

Category

Ticker
Symbol

1-Month
Market Change

Rank

RENN Fund

Global Funds

RCG

17.0%

1

J Hancock Finl Opptys

Sector Equity Funds

BTO

8.7%

2

ClearBridge Energy MLP

Energy MLP Funds

CEM

8.6%

3

Cushing Energy Income

Energy MLP Funds

SRF

7.3%

4

NexPoint Credit Strat

High Yield Funds (Leveraged)

NHF

6.0%

5

Fund Name

Category

Ticker
Symbol

Year-to-Date
Market Change

Rank

ASA Gold & Prec Met Ltd

Sector Equity Funds

ASA

64.2%

1

RENN Fund

Global Funds

RCG

37.8%

2

Self Storage Group

Real Estate Funds

SELF

34.9%

3

Nuveen AC Engy MLP Opps

Energy MLP Funds

JML

33.7%

4

GAMCO Gl Gld NR & Inc

Sector Equity Funds

GGN

32.0%

5

Fund Name

Category

RENN Fund

Fund Name

Category

Engex Inc

Ticker
Symbol

1-Month P/D
Change

Rank

Global Funds

RCG

23.0%

1

First Tr Spec Fin&Finl

Sector Equity Funds

FGB

6.7%

2

ClearBridge Energy MLP

Energy MLP Funds

CEM

6.4%

3

Cushing Energy Income

Energy MLP Funds

SRF

6.3%

4

J Hancock Finl Opptys

Sector Equity Funds

BTO

5.5%

5

Fund Name

Category

RENN Fund

Global Funds

PIMCO High Income
PIMCO Gl StksPLUS & Inc

Ticker
Symbol

Year-to-Date
P/D Change

Rank

RCG

49.4%

1

General Bond Funds

PHK

25.3%

2

Options Arbitrage/Opt Strategies Funds

PGP

22.3%

3

Flrty Pfd Income Fund

Income & Preferred Stock Funds

PFD

15.0%

4

Duff & Phelps Sl En MLP

Energy MLP Funds

DSE

14.1%

5
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Global ETF and ETP Monthly Overview

Global ETF and ETP asset growth as at end of May 2016
At the end of May 2016, the Global ETF/ETP industry had 6,374 ETFs/ETPs, with 12,200 listings, assets of US$3,143 Bn, from 280 providers on
65 exchanges.

Year
# ETFs
# ETFs/ETPs
ETF assets
ETF/ETP
assets

2002
284
296
142

2003
289
304
212

2004
335
365
310

2005
451
507
417

2006
725
888
580

2007
1,184
1,544
807

2008
1,614
2,238
716

2009
1,963
2,740
1,042

2010
2,472
3,611
1,315

2011
3,018
4,331
1,359

2012
3,320
4,704
1,759

2013
3,585
5,075
2,260

2014
3,958
5,547
2,649

2015 May-16
4,424 4,602
6,141 6,374
2,874 2,996

146

218

319

426

603

857

774

1,158

1,478

1,526

1,949

2,398

2,784

2,993

3,143

Summary for ETFs/ETPs: Global
ETFGI the leading independent research and consultancy firm on
trends in the global ETF/ETP ecosystem, today reported assets
invested in ETFs/ETPs listed globally reached a new record high
US$3.143 trillion at the end of May 2016, according to ETFGI’s May
2016 global ETF and ETP industry insights report.
Record levels of assets invested in ETFs/ETPs were also reached
at the end of May for ETFs/ETPs listed in the United States at
US$2.229 trillion, and in Japan which reached US$147 billion.

In May 2016, ETFs/ETPs have gathered net inflows of US$10.60
Bn. Fixed income ETFs/ETPs gathered the largest net inflows with
US$7.47 Bn, followed by commodity ETFs/ETPs with US$5.47 Bn,
while equity ETFs/ETPs experienced net outflows of US$4.53 Bn.
YTD through end of May 2016, ETFs/ETPs have gathered net
inflows of US$91.26 Bn. Fixed income ETFs/ETPs gathered the
largest net inflows YTD with US$56.83 Bn, followed by commodity
ETFs/ETPs with US$19.90 Bn, and equity ETFs/ETPs with US$3,40
Bn.

At the end of May 2016, the Global ETF/ETP industry had 6,374
ETFs/ETPs, with 12,200 listings, from 280 providers on 65
exchanges 51 countries.

Vanguard gathered the largest net ETF/ETP inflows in May with
US$8.46 Bn, followed by Schwab ETFs with US$1.32 Bn and Van
Eck with US$1.11 Bn net inflows.

“The S+P 500 index was up just 1.8% in May. Developed markets
ex-US declined 0.9% and emerging markets declined 3.2.%. There
is still a significant amount of uncertainty in the markets due to
Investors the upcoming Brexit vote and the expectation that the Fed
will raise rates sooner than expected. according to Deborah Fuhr,
managing partner at ETFGI.

YTD, Vanguard gathered the largest net ETF/ETP inflows YTD with
US$32.26 Bn, followed by iShares with US$27.08 Bn and SPDR
ETFs with US$6.29 Bn net inflows.
There are just 430 ETFs/ETPs with greater than US$1 Bn which in
hold US$2,539 Bn, or 80.9%, of Global ETF/ETP assets.

Source: ETFGI data sourced from ETF/ETP sponsors, exchanges, regulatory filings, Thomson Reuters/Lipper, Bloomberg, publicly available sources, and data generated by our in-house team.
Note: “ETFs” are typically open-end index funds that provide daily portfolio transparency, are listed and traded on exchanges like stocks on a secondary basis as well as utilising a unique creation and redemption
process for primary transactions. “ETPs” refers to other products that have similarities to ETFs in the way they trade and settle but they do not use a mutual fund structure. The use of other structures including grantor
trusts, partnerships, notes and depositary receipts by ETPs can create different tax and regulatory implications for investors when compared to ETFs which are funds.
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Global ETF/ETP Assets Summary

ETF/ETP assets by region listed

Region

# ETFs/
ETPs

Assets
(US$ Bn)

%
total

Asset
class

# ETFs/
ETPs
3,488

US

1,902

$2,229.6

70.9%

Equity

Europe

2,219

$529.9

16.9%

Japan

175

$147.2

Asia Pacific
849
(ex-Japan)
Canada

416

Middle East
768
and Africa
Latin
45
America
Total

6,374

ETF/ETP assets by product structure

ETF/ETP assets by asset class

Assets
(US$ Bn)

Asset
class

%
total

# ETFs/
ETPs

Assets
(US$ Bn)

%
total

$2,342.3

74.5%

ETF

4,602

$2,995.8

95.3%

Fixed Income925

$549.8

17.5%

ETP

1,772

$147.3

4.7%

4.7%

Commodities 689

$129.8

4.1%

Total

6,374

$3,143.0

100.0%

$118.8

3.8%

Leveraged

375

$41.1

1.3%

$76.8

2.4%

Active

263

$37.2

1.2%

$35.4

1.1%

Leveraged
Inverse

184

$15.4

0.5%

$5.3

0.2%

Others

450

$27.4

0.9%

$3,143.0

100.0%

Total

6,374

$3,143.0

100.0%

Source: ETFGI data sourced from ETF/ETP sponsors,
exchanges,
regulatory
filings,
Thomson
Reuters/Lipper, Bloomberg, publicly available sources,
and data generated by our in-house team.

Source: ETFGI data sourced from ETF/ETP sponsors, exchanges, regulatory filings, Thomson Reuters/Lipper, Bloomberg, publicly available sources, and data generated by our in-house
team. Note: This report is based on the most recent data available at the time of publication. Asset and flow data may change slightly as additional month-end data becomes available.

REPLAY AVAILABLE
PRESENTATION &
AUDIO ARCHIVES

CEFs & ETFs AWARDS
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Global Year to Date Net New Assets

YTD 2016 vs 2015, 2014, 2013 ETF and ETP net new assets by asset class: Global

ETFs and ETPs listed globally gathered net inflows of $10,604 Mn in
May. Year to date, net inflows stand at $91,268 Mn. At this point last
year there were net inflows of $127,778 Mn.

Actively managed products saw net inflows of $268 Mn in May,
bringing year to date net inflows to $2,276 Mn, which is less than the
net inflows of $5,058 Mn over the same period last year.

Equity ETFs/ETPs saw net outflows of $4,533 Mn in May, bringing
year to date net inflows to $3,405 Mn, which is less than the net
inflows of $73,984 Mn over the same period last year.

Products tracking alternative indices experienced net inflows of $317
Mn in May, growing year to date net inflows to $1,413 Mn, which is
greater than the same period last year which saw net inflows of $922
Mn.

Fixed income ETFs and ETPs experienced net inflows of $7,472 Mn
in May, growing year to date net inflows to $56,833 Mn, which is
greater than the same period last year which saw net inflows of
$39,328 Mn.

Currency products accumulated net inflows of $161 Mn in May. Year
to date, net outflows are at $386 Mn, compared to net inflows of $449
Mn over the same period last year.

Commodity ETFs/ETPs accumulated net inflows of $5,477 Mn in
May. Year to date, net inflows are at $19,902 Mn, compared to net
inflows of $4,661 Mn over the same period last year.

Products holding more than one asset class saw net inflows of $76
Mn in May, bringing year to date net outflows to $595 Mn, which is
less than the net inflows of $329 Mn over the same period last year.

Source: ETFGI data sourced from ETF/ETP sponsors, exchanges, regulatory filings, Thomson Reuters/Lipper, Bloomberg, publicly available sources, and data generated by our in-house team.
Note: This report is based on the most recent data available at the time of publication. Asset and flow data may change slightly as additional month-end data becomes available.
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ETF/ ETP Distribution and Benchmarks

Distribution of ETFs/ETPs by size
430 ETFs/ETPs have
greater than US$1 Bn
in assets, while 1,910
have greater than
US$100 Mn in assets
and
2,565
have
greater
than
US$50 Mn in assets.
The 430 ETFs/ETPs
with greater than US$1
Bn in assets hold a
combined
total
of
US$2,539
Bn,
or
80.9%,
of
Global
ETF/ETP assets.

ETF/ETP underlying benchmarks: developed equity
Top 20 by assets

Top 20 by monthly net inflows

Assets
NNA
NNA
(US$ Mn) (US$ Mn) (US$ Mn)
Name
May-16
May-16 YTD 2016
359,589
(3,393)
1,954
S&P 500 Index
77,672
(253)
(478)
MSCI EAFE Index
68,853
1,126
5,286
Nikkei 225 Index
985
2,283
CRSP US Total Market Index 60,738
55,319
237
2,758
TOPIX Index
45,093
313
(198)
S&P Mid Cap 400 Index
41,817
(807)
(5,136)
NASDAQ 100 Index
34,852
(596)
(2,894)
EURO STOXX 50 Index
31,409
470
2,498
MSCI US REIT Index
30,076
(183)
(2,311)
Russell 1000 Growth Index
28,272
669
(668)
Russell 1000 Value Index
27,828
(1,100)
(6,542)
MSCI Japan Index
27,738
(612)
(1,267)
Russell 2000 Index
CRSP US Large Cap Value
21,444
839
1,984
Index
21,368
(102)
769
MSCI World Index
NASDAQ Dividend Achievers
20,923
110
672
Select Index
CRSP US Large Cap Growth
20,777
(149)
(275)
Index
19,681
(426)
(1,949)
DAX Index
18,184
(243)
68
S&P US 600 Small Cap Index
S&P Financial Select Sector
17,493
474
(2,063)
Index

Assets
NNA
NNA
(US$ Mn) (US$ Mn) (US$ Mn)
Name
May-16 May-16 YTD 2016
68,853
1,126
5,286
Nikkei 225 Index
60,738
985
2,283
CRSP US Total Market Index
21,444
839
1,984
CRSP US Large Cap Value Index
28,272
669
(668)
Russell 1000 Value Index
660
5,397
MSCI USA Minimum Volatility Index 13,393
7,394
656
730
CRSP US Large Cap Index
4,619
476
13
Dow Jones US Real Estate Index
17,493
474
(2,063)
S&P Financial Select Sector Index
31,409
470
2,498
MSCI US REIT Index
MSCI EAFE Minimum Volatility
7,335
468
2,498
Index
15,771
419
1,237
S&P Preferred Stock Index
11,674
321
2,021
MSCI EAFE IMI Index USD
45,093
313
(198)
S&P Mid Cap 400 Index
6,829
311
733
CRSP US Small Cap Value Index
5,852
283
215
MSCI EAFE Small Cap Index
12,611
263
562
CRSP US Small Cap Index
55,319
237
2,758
TOPIX Index
9,656
229
(51)
S&P/TSX 60 Index
2,034
224
1,229
S&P 500 Minimum Volatility Index
13,840
221
1,630
FTSE High Dividend Yield Index

Source: ETFGI data sourced from ETF/ETP sponsors, exchanges, regulatory filings, Thomson Reuters/Lipper, Bloomberg, publicly available sources, and data generated by our in-house team.

…your link with the Global Investment Community

12

Year to Date ETF / ETP Product Launches

YTD ETF/ETP product launches
# ETFs/ETPs by region listed

Region

# ETFs/ETPs by asset class

# ETFs/ETPs

% total

Asset class

# ETFs/ETPs by product structure

# ETFs/ETPs

% total

Structure

216

61.5%

ETF

275

78.3%

# ETFs/ETPs

% total

US

92

26.2%

Equity

Europe

91

25.9%

Fixed income

56

16.0%

ETP

76

21.7%

Asia Pacific (ex-Japan)

72

20.5%

Active

24

6.8%

Total

351

100.0%

Middle East and Africa

47

13.4%

Leveraged

18

5.1%

Canada

43

12.3%

Commodities

11

3.1%

Japan

5

1.4%

Mixed

9

2.6%

Latin America

1

0.3%

Others

17

4.8%

Total

351 100.0%

Total

351 100.0%

Source: ETFGI, Bloomberg, ETF/ETP providers.

Please visit www. Etfgi.com and contact deborah.fuhr@etfgi.com if you would like to subscribe to ETFGI's full monthly Global ETF and ETP
industry insights reports containing over 300 pages of charts and analysis, ETFGI's Institutional Users of ETFs and ETPs report or a custom
analysis.

Annually, Capital Link holds 12 annual Investment Conferences in New York, London,
Athens and Shanghai on maritime transportation and marine services, corporate social
responsibility, Closed-End Funds and Global ETFs, a Greek Investor Forum in New York,
and a Global Derivatives Forum on Commodities, Energy and Freight.
To view our upcoming conference, please click here.
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Closed-End Funds Rating Actions

Fitch: Another Wave of E&P Bankruptcies Hits
Default Rate
May 18, 2016
The exploration and production (E&P) trailing 12month (TTM) U.S. high yield bond default rate is at a
record 27% due to bankruptcy filings during the past
week by four E&P companies: SandRidge Energy,
Breitburn Energy, Penn Virginia and Linn Energy,
says Fitch Ratings. This is close to the 30-35% rate
Fitch expects for the E&P subsector by the end of
2016.

sector is nearing 14%, while the rate for the total
market rose to 4.5%, the first time it has been above
4% since July 2010.
"With the latest round of energy defaults completed,
the big question is how many more bankruptcies will
occur this year. The answer is probably quite a few,"
said Eric Rosenthal, Senior Director of Leveraged
Finance.

Authored by:
Eric Rosenthal
+1 212 9080286
Michael Paladino, CFA
+1 212 9089113

The May TTM default rate for the broader energy

Rating Actions
To access the complete rating action, please click on the links below.
•

Fitch Affirms Madison Arbor Senior Notes at 'AAA‘ – May 27

•

Fitch Rates VMTP Shares Issued by Nuveen Closed End Funds – June 1

•

Fitch Affirms Stone Tower Credit Funding I Ltd. 'BBB(sf)'; Withdraws Ratings – June 3

•

Fitch Affirms Nuveen Fund VRDP Shares' Rating on Liquidity Provider Replacement – June 6

•

Fitch Assigns Astrea III Expected Ratings; Issues Presale – June 6

•

Fitch Rates VMTP Shares Issued by Nuveen California Dividend Advantage Municipal Fund 'AAA‘ – June 10
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ETF Commentary

The New Neutral: The long-term case for currency hedging
April 2016
Currency risk can impact international equity return and
risk, but full exposure is often assumed to be the neutral
position with asset allocation decisions. Examining the
role of currency risk from a long-term asset allocation
standpoint finds that currencies can add risk to
international equities without improving returns.
Reducing currency risk exposure can potentially improve
long-term portfolio outcomes, and may be considered
the “new neutral” for portfolios.
Overview
Strong portfolio construction is about balancing the risk
and return of different assets. However, many investors
who diversify their equity market holdings internationally
may not be aware that they are, in fact, introducing a
whole new asset class into their portfolios: currencies.
Currency exposure can have a significant impact on
overall portfolio risk and return, but leaving exposure
fully unhedged is often considered to be the “default”
position when investing internationally. This mindset
perhaps arises because currency comes implicitly
packaged with international equities. Rather than
accepting full currency exposure as a neutral baseline,
we believe understanding and managing the currency
risk of international equities is imperative when investing
abroad.
When determining long-term asset allocation, what role
should currency risk play? For an investor to justify
maintaining full currency exposure, they must expect
that the implicit currency risk of their portfolio will offer
meaningful additional returns and/or will reduce overall
portfolio risk through low correlation. We find that neither
theory nor historical evidence suggests investors can
expect either. Foreign currencies have not generated
economically significant returns historically, and have
added to volatility of international equities. Hedging
international equities, at least partially, can therefore be
expected to help improve portfolio outcomes.
In this paper, we examine the important inputs to the
hedging decision: historical returns of international
equities and currencies, the relative risk of each, and
their correlations. We use historical data to develop
reasonable forward-looking assumptions for these
variables. Finally, we close by combining these findings
into a simple framework for making the decision of
whether to hedge currency exposure.
Our analysis reveals several findings:
—— Return: Unlike equities, currencies do not have
positive expected returns. Over short time periods,

currency returns can have an additive or subtractive
effect on overall portfolio returns, but the returns of a
currency-hedged
or
unhedged
investment
in
international equities should be expected to converge
over time. Currencies are unlikely to improve portfolio
returns.
—— Risk: Currencies have significant volatility on a
standalone basis that adds to overall portfolio variance.
Currency volatility is typically about half that of its
corresponding equity market. We find that currency risk
consistently adds to total portfolio risk, especially over
longer time horizons.
—— Correlation: Given the lack of positive return
expectations and the meaningful risk of currencies, the
correlation between local equity market returns and
currencies needs to be negative in order to justify
inclusion on the basis of reducing overall portfolio
variance. We find that equity-currency correlations are
highly variable over short time periods, but trend to zero
as the investment horizon lengthens, and are rarely
negative enough to reduce total portfolio risk.

Authored by:
Dodd Kittsley
Head of ETF Strategy
Deustche Asset & Wealth
Management

In summary, we find that currency exposure adds to the
risk of international equities without improving returns.
Consequently, we believe that fully hedging the currency
risk of international equities should be considered the
“new neutral” when making long-term asset allocation
decisions. By doing so, investors can focus on “pure”
international equity returns, and tactically overlay
currency exposure if and when desired.
Equity and currency returns
International equity returns are determined by the return
of the equities in local currency terms, and the return of
the currency itself. Currency return is the change in the
exchange rate between the U.S. dollar and a foreign
currency. U.S. dollars must be converted into the
relevant currency to buy foreign securities, and when the
investment is repatriated (or its performance measured),
the foreign currency is converted back to U.S. dollars.
Any change in the exchange rate can have a significant
impact on returns.
The return of an unhedged investment will be fully
exposed to both equity returns and currency returns.
Currency return is reflected in the formula below and is
expressed as the change in U.S. dollars per unit of
foreign currency from one period to another. Suppose for
example that the EUR/USD exchange rate is 1.20
(dollars per euro) at the beginning of a month, and that
over the course of that month the rate changes to 0.90
(the result of the euro weakening and the dollar
strengthening). RC would equal –0.25, or a 25% decline.
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ETF Commentary

Three-Year Anniversary for the Largest Actively Managed
High Yield ETF
May 23, 2016
Summary of Q1 2016 ETF Flows and Trends

» US listed ETF net inflows totaled an estimated $32.7
billion in Q1, a significant drop from the $95.5 billion in
net inflows in the previous quarter.
» Taxable Bond ETFs had the strongest net inflows,
totaling $32.3 billion, more than double the net inflows
for the category in the previous quarter.
» Commodity ETFs—one of two categories with net
outflows in Q4 2015—had the second strongest net
inflows in Q1 with $9.4 billion, as investors piled into
precious metals ETFs.
» Equity ETF categories had the greatest net outflows in
Q1, led by Sector Equity ETFs (-$5.5 billion),
International Equity ETFs (-$5.2 billion), and US Equity
ETFs (-$2.2 billion). This was a reversal from Q4 2015,
in which all three had relatively strong net inflows.
HYLS and the Case for Active Management
While equity ETF categories were beset with net
outflows in Q1, this pattern did not carry through to all
“risky” asset categories, as high yield bond ETFs had
$5.4 billion in net inflows, according to Morningstar data.
Notably, the largest actively managed high yield bond
ETF1, the First Trust Tactical High Yield ETF (HYLS),
grew by 45% in Q1 to $808 million, while also reaching
its third anniversary on 2/25/16.

issuers. While such indices may be suitable benchmarks
for measuring the performance of the high yield asset
class, we believe this approach fails to explicitly consider
one of the simplest criteria for determining whether or
not to lend money to any borrower: namely, their ability
to pay the interest and principal on their debts.
As an actively managed ETF, HYLS does not seek to
replicate the performance of a benchmark. This provides
the ETF’s portfolio management team more flexibility to
be selective in determining portfolio holdings and
allocations. Decisions about which bonds to invest in are
made after assessing macro-economic and industry
trends, and evaluating the consistency of issuers’ cash
flows, asset values, and management quality. In contrast
to passive index funds, bonds that are deemed too risky,
or believed to not offer adequate compensation for the
assessed level of risk, may be avoided by the fund’s
portfolio managers.

Authored by:
Ryan O. Issakainen, CFA
Senior Vice President
Exchjange Traded Fund
Strategist
First Trust Advisors

Sector Risk
Another consequence of the market cap weighting
scheme utilized by most high yield bond indices is that
allocations tend to favor sectors in which the greatest
amount of borrowing has occurred. For many cyclical
sectors and industries, the greatest amount of
leverage—and bond issuance—tends to occur toward
the end of expansionary cycles. As revenue growth
slows, these issuers may have a more difficult time
servicing their debts, and default rates may increase.

In contrast to passive index funds, the actively managed
strategy employed by HYLS enables the fund’s portfolio
management team to address important risks faced by
high yield investors, including credit risk, sector risk, and
interest rate risk (among others). We believe that
navigating these risks is critical for investors pursuing
superior risk-adjusted total returns from high yield bonds.
The following highlights some of the techniques utilized
by HYLS to manage risk, while drawing comparisons
with passive high yield bond index funds.

The energy sector provides one recent example to
illustrate this point. At the start of 2007, the energy
sector represented 9.1% of the Bank of America Merrill
Lynch US High-Yield Constrained Index (See Chart 1).
As energy companies began to develop and employ new
exploration and production techniques, such as hydraulic
fracturing and horizontal drilling, and as crude oil prices
trended higher, they began to increase leverage by
issuing more bonds. As a result, the index’s allocation to
the energy sector steadily increased to 15.6% by
9/30/14, when the spot price of WTI Crude Oil closed at
$91.16 (See Chart 2). As crude oil prices collapsed in
the subsequent months, concerns about potential
defaults resulted in significant underperformance for
most energy bonds.

Credit Risk
High yield bond indices are comprised of debt securities
issued by below-investment grade borrowers. In most
cases, portfolio weightings are determined by the
relative market values of constituent bond issues. Put
another way, these indices tend to allocate
proportionately higher weights to the most indebted

Since HYLS is an actively managed ETF, its portfolio
management team may choose to over- and
underweight certain sectors, based on perceived
opportunities and risks. Accordingly, HYLS had a
significantly underweight allocation to the energy sector,
at 7.4%, on 9/30/14. Moreover, during the next four
months, as the spot price of WTI crude oil dropped

…your link with the Global Investment Community

16

ETF Commentary

below $50/barrel, the energy allocation within HYLS was further
reduced to below 2%. As a result, HYLS avoided much of the negative
impact that falling oil prices had on energy bonds, as compared to
passive high yield bond index funds.

In the context of a diversified investment portfolio, we believe that high
yield bond ETFs may enhance portfolio diversification, while providing
an attractive level of income for investors. However, passively
managed high yield bond index ETFs fail to address many of the risks
that can be mitigated by active management, in our opinion.

Interest Rate Risk
High yield bonds have often been less sensitive to rising interest rates
than investment grade bonds during periods in which a strengthening
economy has led to lower default rate expectations and narrowing
credit spreads. However, during periods in which credits spreads are
already narrower than average, high yield bonds may exhibit a greater
degree of interest rate sensitivity.

HYLS has received an Overall Morningstar Rating™ of five stars, as
of 3/31/16, among 646 funds in the High Yield Bond category. This
fund was rated 5 stars/646 funds (3 years).2 The fund was the top
performing ETF tracked by Morningstar in the high yield category for
2014 and 2015 (out of 17 and 21 funds, respectively).

While interest rate risk is not generally addressed by passive high
yield bond index ETFs, HYLS may employ several measures to
manage duration. For example, while the duration of passive indices is
generally determined by historical bond issuance, HYLS may tailor its
duration exposure at certain key rates. Additionally, in order to shorten
its effective duration, the fund may invest in floating-rate debt
securities, with ultra-short durations. The fund also has the ability to
take short positions in US Treasury securities in order to reduce its
effective duration. Each of these measures may be tactically
employed, or removed, in order to manage interest rate risk.

1Based on Morningstar data, as of 3/31/16.
2The Morningstar Rating™ is provided for those exchange-traded funds (“ETFs”) with at
least a three-year history. Ratings are based on the ETF’s Morningstar Risk-Adjusted
Return measure which accounts for variation in monthly performance, placing more
emphasis on downward variations and rewarding consistent performance. An ETF’s riskadjusted return includes a brokerage commission estimate. This estimate is intended to
reflect what an average investor would pay when buying or selling an ETF. PLEASE
NOTE, this estimate is subject to change and the actual brokerage commission an
investor pays may be higher or lower than this estimate. Morningstar compares each
ETF’s risk-adjusted return to the open-end mutual fund rating breakpoints for that
category. Consistent with the open-end mutual fund ratings, the top 10% of ETFs in each
category receive 5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the
next 22.5% receive 2 stars and the bottom 10% receive 1 star. The overall rating for an
ETF is based on a weighted average of the time-period ratings (e.g., the ETF’s 3, 5, and
10 year rating). The determination of an ETF’s rating does not affect the retail open end
mutual fund data published by Morningstar. ©2016
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Exchange-Traded Tracking Product Due Diligence
May 18, 2016
Exchange-traded products (ETPs) have become
increasingly popular among investors because they
provide exposure to a variety of asset classes and
strategies within a single vehicle with intraday liquidity,
transparency, typically low costs, and tax efficiency.
However, as the ETP market has expanded rapidly, as
shown in the chart below, selecting the most appropriate
ETP has become a much more challenging process. For
example, there are more than 100 dividend-focused
ETPs and more than 30 ETPs that allocate 100% of their
assets to China-related equities, some providing broad
exposure and others providing exposure to specific
sectors or market-caps. In this report we will highlight
some characteristics that we believe can serve as a
guide to evaluate the ETP that best suits an investor’s
need.

Underlying Index
Before investors purchase any ETP they should fully
understand its objective and strategy and how it intends
to achieve its primary investment objectives. The first
step to truly understand the exposure an ETP provides is
to examine its underlying index. This examination will
provide information regarding asset class, sector,
geography, credit quality and various other attributes
that dictate which securities will be included in the
basket of securities comprising the index. This process
is referred to as Selection Methodology. Once the basket
of securities that will comprise the index has been
identified, the second step is to determine the index
weightings of each security selected. This process is
referred to as Weighting Methodology. Next we will
discuss
the
impact
selection
and
weighting
methodologies can have on an ETP’s exposure.
Even though a group of apparently-similar ETPs may
target the same segment, the underlying index can result
in very different portfolio exposures and performances.
For example, the two largest China ETPs track the FTSE
China 50 Index and the MSCI China Index. Although
both indices generally use a market-cap weighting
methodology, the FTSE index includes only 50 stocks
whereas the MSCI index includes 157 stocks. As such,

the exposure characteristics of the portfolios vary
significantly. For example, the financials sector
represents more than 50% of the FTSE index but only
35% of the MSCI index (as of February 29, 2016). Thus,
at first glance, these ETPs appear to provide similar
exposure. However, examining the index constituents in
more detail illustrates sector differences, which can
greatly impact performance.
Additionally, indices could select components from the
same basket of securities, but by employing a different
weighting
methodology
the
ETPs’
portfolio
characteristics can change significantly. For example,
both the S&P 500 Index (market-cap weighted) and the
S&P 500 Equal Weight Index start with the same
constituents. However, by equally-weighting the stocks,
the top 10 holdings represent only 2.2% of the Equal
Weight index vs. 17.8% of the S&P 500 Index, and the
weighted-average market cap of the Equal Weight index
is $75 billion compared to a much higher $274 billion for
the S&P 500 Index. Likewise on a sector level, the
weight for information technology falls to 13.6% of the
Equal Weight index from 20.8% of the market-cap
weighted version (as of March 31, 2016).
There are many other indices that could be used as
examples of divergent portfolio characteristics (e.g.,
weighting by dividend yield, momentum, volatility, etc.),
but even the simple tweaks in the indices discussed
above are more than enough to stress the importance of
reviewing the indices tracked by the ETPs, in our
opinion. Fortunately, one of the benefits of investing in
ETPs is their transparency, and websites usually provide
sufficient information to gain a good understanding of a
portfolio’s exposure.
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Liquidity
There are two layers of liquidity that impact the overall
liquidity of an ETP — the liquidity of the ETP (secondary
market liquidity) and the liquidity of its underlying
securities. Investors typically lean towards those ETPs
with larger assets under management and higher
average daily trading volume as they often have lower
transaction costs (i.e., tighter bid/ask spreads). However,
it is worth noting that even ETPs with fewer assets under
management and limited average daily trading volume
can still exhibit relatively low transaction costs if their
underlying securities have adequate liquidity. For
example, an ETP holding the largest US oil & gas
companies will more than likely have better liquidity than
an ETP of a similar size holding global small-cap oil &
gas companies. Still, investors should be careful when
trading smaller and less liquid ETPs by selecting the
appropriate type of order. For example, a market order
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may result in poor execution, but other types of orders — such as a
limit order or not-held order — may provide satisfactory trade
execution.
Tracking Difference
Another important factor to consider is how well an ETP’s net asset
value (NAV) performs relative to the index it tracks, otherwise known
as tracking difference1 (simply the difference between the annualized
NAV total return of the ETP and its index over a defined period of
time). Ideally the performance of an ETP’s NAV will perfectly match
the performance of its underlying index2 ; however, that is fairly
uncommon as there are multiple factors that act as headwinds
including, among others, net expense ratio, transaction costs and
replication process (e.g., full replication, sampling, etc.).
The impact of the net expense ratio is fairly straightforward as it
typically is fixed. For example, if a specific ETP charges a net annual
expense ratio of 0.20%, and its underlying index appreciates by 5.00%
in a year, one would expect the ETP’s NAV to gain only 4.80%.
Transaction costs are more complex as they vary depending on the
underlying securities held. For example, the transaction costs of an
ETP tracking the S&P 500 Index will be significantly less than an ETP
tracking an index of stocks traded on an exchange in Malaysia.
Additionally, the transaction costs will typically be higher for an ETP
tracking an index that requires more security turnover as a result of a
more frequent rebalancing methodology.
Finally, regarding the replication process, some ETP managers do not
hold every single security in an index, opting instead to use a
sampling (sometimes called optimization) approach that involves
constructing a portfolio that is a sub-set of the index but maintains a
comparable risk/return profile. For example, the Barclays U.S.
Aggregate Bond Index, which measures the performance of the U.S.
investment-grade bond market, consists of more than 9,700 bonds. As
such, ETP sponsors will often use a sampling approach since it is
likely more expensive to hold every bond in the index, and sometimes
the portfolio managers may not even be able to source infrequently
traded bonds. However, this may cause either outperformance or
underperformance, depending on the effectiveness of their sampling
methodology.
Another factor impacting performance, which the ETP managers can
use to reduce the tracking difference, is securities lending. Securities
lending is the process where ETPs make short-term loans of the
holdings in the portfolio. This practice generates additional income,
the majority of which (or all depending on the ETP sponsor) is passed
through to the ETP shareholder.
Assets Under Management (AUM)
The AUM of an ETP is typically an indicator of secondary market
liquidity. In addition, a higher level of assets within an ETP usually
affords the portfolio managers the ability to construct a portfolio that
more closely tracks its underlying index. Finally, the AUM of the ETP
is typically a good indication of investor demand and consequently its
viability over the long-term.
Sponsor Risk
Sponsors with substantial AUM in ETPs are generally less likely to
close and liquidate their existing ETPs because of economies of scale.

Furthermore, a few large ETPs may subsidize smaller ETPs within the
same family. Additionally, larger ETP sponsors tend to have
established back-office systems and other support operations, which
can help reduce business-specific risks.
In the case of exchange-traded notes (ETNs), which are senior,
unsecured debt instruments issued by financial institutions, the holder
of the ETN will carry the credit risk of the issuer. In the event of a
default, and in accordance with the prospectus, ETN holders must line
up with other senior, unsecured creditors for payment of their claims,
and may not receive any amounts owed to them under the terms of
the ETN. Yet, as long as the ETN’s creation/redemption mechanism is
functioning properly, the credit risk should be mitigated substantially.
Net Expense Ratio
All else equal, ETPs with lower net expense ratios are usually
preferred since it places a lower headwind on the tracking difference
between an ETP and its index. That being said, some ETPs charge a
higher net expense ratio than others for multiple reasons, including,
among others, the additional costs of managing the ETP in certain
markets (e.g., individual countries) or the increase in transaction costs
as a result of the index’s rebalancing or reconstitution frequency.
Actively-managed ETPs and those that track strategic-beta indices
tend to charge more than equivalent passively-managed ETPs that
track a simpler (i.e., market-cap weighted) index.
Tax Efficiency
Since one of the benefits of ETPs is the tax efficiency provided by the
in-kind creation/redemption process, ETPs ideally will not distribute
capital gains at the end of each year. This is especially the case for
more seasoned ETPs and for those that have had a chance of
experiencing redemptions. Investors should tend to be averse to those
ETPs where we have seen a history of year-end capital gains
distributions, in our opinion. However, it is worth noting that various
ETP structures (e.g., 1940-Act Investment Company, ETNs, grantor
trusts, limited partnerships, etc.) are taxed at different rates. As such,
it is recommended that investors be aware of the tax structure prior to
selecting an ETP.
Conclusion
As the ETP industry has expanded, investors have been provided
access to many segments of the global markets and different
strategies to implement investments. However, this growth has also
created an ever-increasing challenge to educate investors and select
the ETP that best fits the investor’s objective. As such, we believe
some of the factors highlighted above can provide a helpful guide in
the due diligence process.
1Others use Tracking Error (TE) when comparing the NAV performance of the ETP and
its index. TE is the volatility (as measured by standard deviation) of the total return
differences between the NAV and its underlying index, We believe that Tracking
Difference (also known as excess return) is more appropriate given that it is more-easily
calculable and a more direct comparison of total returns.
2 When referring to tracking difference we are primarily referring to exchange-traded funds
(ETFs) that are registered as 1940 Act Investment Companies. Meanwhile, exchangetraded notes (ETNs), which are senior, unsecured debt instruments, are designed to
provide the performance of an index. There should not be any tracking difference between
the ETN’s indicative value (IV, the equivalent of an ETF’s NAV) relative to its index, before
fees. Finally, keep in mind that the mark

…your link with the Global Investment Community

19

Market Commentary

China’s economic stimulus: finally working, but for how
long?
May 2016
We believe China’s substantial monetary and fiscal
stimulus is finally translating into stronger economic
activity. Whether this boost is sustained, or fizzles out
under the weight of the large structural imbalances in
the Chinese economy, may be one of the defining
features of this year’s global economic and investment
landscape.
China’s economic stimulus started in late-2014, and
continues into the present. On the monetary policy
front, the People’s Bank of China (PBoC) has cut
benchmark lending rates from 6% to 4.35% over the
period, and has lowered required reserve ratios – the
share of consumer deposits that commercial banks are
required to hold with the central bank – from 20% to
17%. Meanwhile, fiscal policy has also been loosened;
increased government spending has led to a rise in the
budget deficit as a share of gross domestic product
(GDP) from 1.4% in 2014 to 3.1% in 2015, and this is
likely to touch 5% over the next few years.*
Policymakers have also enacted a range of ad hoc
stimulus measures, such as relaxing property purchase
regulations, adding liquidity to the equity market, and
engineering a (ongoing) depreciation of the renminbi
against a basket of other currencies.
This substantial stimulus package has been a response
to the sharp slowdown in Chinese economic growth that
began in late 2014 and continued throughout 2015. A
certain amount of moderation in the pace of growth is to
be expected as the country rebalances away from
industrial and export-led activity towards services and
consumption-led growth, but the slowdown has been far
beyond that implied by rebalancing. While not obvious
from the (widely mistrusted) headline GDP figures –
which show growth moderating only very slightly, from
7.2% in 2014 to 6.9% in 2015 – other measures show
activity slowing sharply in China over the past year. For
example, industrial production declined by 2.0% and
imports fell by 14.2% in 2015. We estimate that
economic growth may have dipped as low as 5.0% last
year.
In the first few months of 2016, however, there appears
to have been something of a turnaround. The
Purchasing Managers’ Indices, which are survey-based
measures of activity, have picked up; inflation has
strengthened; and our own activity proxy has
rebounded sharply. Indeed, after a long period tracking
below the official GDP numbers, we believe economic
growth may actually be above the official measure.

So is this upturn built to last?
There are good reasons to expect a resumption of last
year’s slow-down in economic activity. After all, deep
structural imbalances in the Chinese economy remain –
namely, a rapid build-up of private sector credit relative
to GDP, leading to high share of non-performing loans
in the banking system; overcapacity in the
manufacturing sector leading to deflationary pressures;
and strong house price appreciation leading to an
excess supply of property. If anything, the stimulus
efforts of the past 18 months may have exacerbated
these imbalances by boosting credit growth,
encouraging investment in overcapacity sectors, and
further stoking house price inflation. These imbalances
may offset the boost from stimulus by acting as a drag
on economic growth, and in a worst-case scenario
could trigger a ‘hard landing’ that leads to a rapid
slowdown in Chinese growth.

Authored by:
Paul Diggle
Economist
Aberdeen Asset Management

But the upturn in Chinese activity could prove more
durable. Policymakers began adding stimulus to the
economy 18 months ago, but it is only now that the
effects are starting to show in the data. There is
therefore another 18 months’ worth of stimulus ‘baked
into the cake’ that may continue to boost the Chinese
economy. Historically, cycles of Chinese economic
activity around longer-term trends appear to last for just
over a year on average – again lending support to the
view that the upturn could continue for a while yet.
Finally, the 19th National Congress of the Communist
Party of China will be held in the autumn of 2017, when
up to five new members of the seven-person Politburo
Standing Committee1 could be appointed. President Xi
Jinping may seek a set of appointments that aids his
own consolidation of power, a goal that would
presumably be easier in an economic upturn. This
argues for the continued use of policy stimulus to
ensure a favorable economic backdrop until then.
Chinese growth concerns were a key trigger for the
sharp fall in markets in August and September last
year, and we believe were one factor that dissuaded the
US Federal Reserve from hiking interest rates in
September 2015. Those concerns returned again at the
start of this year, when financial markets sold off
sharply for a second time in the space of a few months.
Surveys of investors regularly show a China hard
landing as high on the list of worries. But with the first
signs of China’s substantial policy stimulus now
showing in the economic data, the country may yet
surprise markets to the upside this year.
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Health and Longevity Trends in EMs Create Global
Opportunities
June 9, 2016
In my last post, I took a look at some ways that EM
infrastructure buildout is supporting investment
opportunities in China. In this post, we’ll focus on how
the theme of health and wellness in EMs provides a
tailwind to companies in a variety of industries.
Graying of EM Populations
Many people are aware that aging populations in
developed markets (most notably in Japan and the
United States) are driving increased demand for health
care services and innovations. What’s likely less well
known is that related demographic trends are afoot in a
number of emerging markets. The 60+ age group in a
number of emerging countries—including Thailand,
Indonesia, Malaysia, Korea and India—is growing faster
than it is in Japan. Estimates suggest that the 60+
populations in EMs will increasingly dwarf those in more
developed regions (Figure 1). Just as in the developed
markets, this aging population is creating accelerating
demand for hospital procedures, pharmaceuticals and
cosmetic procedures.
Healthy Lifestyles
As EMs become more prosperous, their populations
have been able to invest more in health and wellness.

For example, EM consumers are spending more time
exercising and trying to stay fit. Figure 2 from China
Reality Research illustrates this trend among Chinese
consumers.
Companies around the world are benefiting from EM
consumers’ increased focus on healthy lifestyles. For
example, EM consumers often prefer recognized
international brands for sportswear and footwear,
supporting growth opportunities for global leaders
based in developed markets. However, EM companies
are also profiting. For example, our team has identified
growth opportunities among emerging Asia textile
companies with specialized expertise in active clothing.
As the emerging market growth story evolves, our
research team is actively seeking ways to benefit from
changing demographics and consumer trends. Our
research has resulted in opportunities ranging from
small-cap Chinese and South Korean health care
companies, to mid-cap Chinese and Taiwanese textile
firms, to large-cap multinationals. As we look forward,
we believe evolving demographics and changing
consumer preferences will continue to be key drivers of
returns in emerging market investing.
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“Made in China”: China’s Evolving Export Role in the
Global Economy
May 25, 2016
Infrastructure buildout is one of the key themes driving
long-term growth opportunities, especially in emerging
markets. We’re seeing a range of government initiatives
to promote infrastructure spending, including in
Indonesia, India, and the Philippines. However, the
single most important of the infrastructure initiatives
underway is likely China’s One Belt, One Road project
(OBOR).
The goal of this ambitious strategic infrastructure plan is
to connect people and trade between Asia and Europe
through a series of roads, rail, ports, waterways and
gas pipelines, including a high-speed train line from
China to Europe that will cut travel time from 21 to 2
days. OBOR is envisioned as a way to enhance China’s
ability to export the overcapacity of materials, such as
steel and cement, while securing more energy
resources and increasing trade overall. OBOR also
advances China’s drive to establish itself as a global
superpower, a key element of its long-term growth
story. (For more on this, read my blog.)

OBOR is a massive undertaking—it will take years to
complete and some parts may not come to fruition.
More immediately, however, our global equity team
sees OBOR contributing to investment opportunities in
the rail sector, where Chinese companies are now
better positioned to offer globally competitive products
at good prices. Countries around the world are now
looking to China to supply key components of new high
speed rail lines. We also recently saw Chicago award a
$1.3 billion order of train cars to a Chinese company.
Over recent years, China has made a concerted effort
to broaden its export base beyond commodities and
lower-value goods (Figure 2). We have seen Chinese
companies grow increasingly proficient and competitive
in a number of industries, notably technology. OBOR
further supports this trend, providing a tailwind for an
increasing array of Chinese companies to reshape what
“made in China” means to the global economy.
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Convertible Defaults Remain Muted
May 23, 2016
We’re often asked about convertible default rates.
Recently I read a report from Barclays,* which
confirmed that the overall default rate in the U.S.
convertible market remains low and stable. As Figure 1
shows, the overall default rate for 2015 is in line with
2014 and the average since 2003—and far below the
peak levels seen in 2008 and 2009.
While defaults are likely to remain low, we do expect
them to rise. That said, these increases are likely to be
largely confined to sectors where companies have been
roiled by declining commodity prices. Although the
percentage of distressed credits in the convertible
market (which Barclays defines at bonds trading below
60% of par) has increased to 9.1% of overall face value
versus 2.3% in 2014, nearly three-quarters of the

distressed securities hail from the energy and materials
sectors. Importantly, these two sectors make up just 7%
of the U.S. convertible universe, versus 24% of the high
yield universe.
In contrast, there are far fewer distressed convertible
credits within the more-growth oriented tech and health
care sectors, which make up 32% and 19% of the U.S.
convertible universe, respectively. These are the
sectors which we have historically favored.
Even though we believe we are unlikely to see a ripple
effect across the market, the rising level of distressed
credits highlights the importance of independent credit
research. (For additional commentary on convertible
default trends, view my Chart Talk video.)
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The 4 core reasons to consider investing in Israel
As Israeli stocks hover near all-time highs, is there any upside for
investors in this small country? The creativity of Israel’s
entrepreneurs – particularly in its thriving technology sector – and the
openness of its market suggest that this $280 billion economy may
still have room to grow.

terrorists and criminals alike.

Investors in Israel will have to weigh the enduring risks associated
with this political hotspot against the potential for further growth. The
extensive news coverage of unresolved disputes with the
Palestinians as well as interstate conflict with Iran mean that politics
are perhaps more front of mind for many investors than in other parts
of the world, with some choosing to actively avoid or divest from
Israel.

In the water conservation and treatment sector, Israeli companies
have similarly succeeded in turning threat to advantage. Lacking
plentiful fresh water, Israel has installed technologies that enable
86% of wastewater to be reclaimed for agriculture – the highest
percentage in the world. On the back of this domestic experience,
Israeli firms have built a strong presence as exporters of drip
irrigation products, which reduce agricultural water consumption
significantly. Expertise in these areas – and others such as medical
devices and biotechnology – has fueled an upsurge in foreign direct
investment into Israel in recent years. This stood at $4.4 billion in
2009 and climbed to $11.8 by 2013: almost a third of the investment
came directly from the United States. According to Israel’s largest
business information group, BDICoface, Israeli companies are in the
front rank of entities registering U.S. patents – more than 3,500 in
2014, up 21% on the previous year.

Political uncertainty can have a chilling effect on economic growth,
particularly in the tourism sector, but a diversified economy such as
Israel’s, with many of its productive resources taking the form of
intellectual capital, is relatively well equipped to withstand them. Here
are four positive indicators for investors considering Israel.
1) One of the world’s most open economies
Lacking a sizeable domestic market, Israeli companies have had little
choices but to look to export markets. But they have significant
advantages in doing so, relative to most countries of a similar size.
More than half of the world’s Jewish population is located outside
Israel, predominantly in the United States, and many of its own
citizens have been educated abroad, contributing to a labor force
that is among the best educated and most networked in the world.
The strength of Israel’s connections to the United States has
provided its companies with exceptional access to the world’s largest
economy. Almost 10% of the 473 companies listed on the Tel Aviv
stock exchange at the end of 2014 had dual listings on other
exchanges, mostly in the United States and London.
2) Innovation in spades
Israel’s economy is rated by the World Economic Forum as one of
the most innovative in the world. Israeli companies have also been
extremely successful in turning geographical and geopolitical
challenges to commercial advantage, with Israeli firms holding
leadership positions in fields such as cyber security and wastewater
reclamation and desalination.
With massive data breaches hitting the headlines in the United
States and other developed economies, the world market for cyber
security software and services has been growing very rapidly. Israeli
companies have enjoyed a competitive advantage due to a strong
three-way flow of information among the military, industry and
academia on emerging cyber security threats. In 2011 the Israeli
government established the National Cyber Bureau to help
coordinate collaboration among the military, education and business
sectors to protect critical web-based infrastructure from cyber

The result has been an explosion of interest in new cyber security
ventures in Israel, with nearly $400 million invested in 78 companies
over the past four years.

3) Energy independence
The future health of the Israeli economy received a substantial boost
in 2009 with the discovery of substantial natural gases reserves
offshore. The largest of these discoveries, the Leviathan field in the
Levant basin, contains an estimated 16 trillion cubic feet of gas.
Israel is expected to become an energy exporter by the end of this
decade and the government is planning to establish a sovereign
wealth fund to ensure that the windfall proceeds from this
unanticipated source of public revenue are wisely invested.
4) A resilient, growing economy
The country’s economy displayed great resilience during the
worldwide economic crisis, growing by 1.3% in 2009 while other
economies were contracting sharply. This reflected structural
differences in the Israeli economy that set it apart from many others.
The country’s banks were relatively well capitalized and steep
deposit requirements for would-be homeowners prevented the
development of a debt financed housing bubble of the kind that
occurred in the United States.
Also worth noting is that Israel’s government debt as a proportion of
gross national product has declined steadily this century, to 67.6% in
2014 from 96.7% in 1998, according to the Bank of Israel.
These advantages have translated into substantial gains on the Tel
Aviv Stock Market. The TA-25 is priced near seven-year highs at
about 14 times its one-year projected earnings. But that compares
with multiples of about 17 times for the Standard & Poor’s 500 Index
and 16 times the MSCI Europe Index.
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Municipal Quarterly Update – 1st Quarter 2016
June 16, 2016
1st Quarter 2016 Municipal Market Performance and Highlights
• While municipal bonds posted positive total returns during the first
quarter of 2016,munislagged other asset classes including U.S.
Treasuries. The Barclays Municipal Bond Index returned 1.67% for
the three months ended March 31, 2016,while the Barclays Municipal
10 Year Revenue Index had a total return of 1.98%. In comparison,
the Barclays U.S. Treasury Index returned 3.20% for the three
months ended March 31, 2016.(Source: Barclays, SIFMA.org)
• Risk adjusted returns for municipal bonds relative to other asset
classes remained attractive during the first quarter.
• Retail demand for municipal bonds remained robust during the first
quarter of 2016.Municipal fund flows increased 71.8% to $14.9 billion
during the first quarter compared to $8.71 billion for the same time
period a year ago.(Source: Barclays, Investment Company Institute)
• New issue supply has not followed the significant increase in
municipal fund flows. Primary market issuance declined just under
9% to $98.8 billion in the first quarter of 2016.During the first three
months of 2015, issuance totaled $108.4 billion.(Source: Barclays,
SIFMA)
• Municipal credit quality remains healthy. During the first quarter,
Moody’s upgraded more municipal credit ratings than downgraded,
the third such consecutive quarter. In addition, defaults continued to
decline. According to data provided by MMA, the number of defaults
totaled just 8 borrowers compared to 18 borrowers a year ago. One
caveat to the continuing decline in number of defaulting borrowers,
however, is the par value of defaults increased year-to-date due to
Puerto Rico related nonpayers.
2016 Outlook and Strategy
• Despite our expectation for gradually higher interest rates in the

Relative Value
• According to Bloomberg valuations as of March 31,2016,the taxequivalent1 yield on“A”rated,10-year municipal revenue bonds was
4.13% compared to 1.92% for 10-year U.S. Treasuries and 2.93%
for“A”rated 10-year U.S. corporate bonds (see Figure 3). Relative to
“A”rated corporate debt, that is a positive 119 basis point differential.
Municipals, while out-yielding corporates, also have declining default
rates where corporate bond default rates are increasing (corporate
default rates nearly doubled in 2015),have limited merger and
acquisition risk, and present little commodity price exposure. As a
result, we believe municipals are an important part of a welldiversified investment portfolio.
• Municipal-to-treasury yield ratios have cheapened. As of March 31,
2016, 10-year municipal-to-treasury yield ratios were at 95% while
30-year ratios were at 103%, versus 85% and 93%, respectively as
of December 31, 2015. Treasury yields decreased more than

second half of 2016, we believe that intermediate duration bonds will
generate positive total returns for the year.
• Along with the Federal Reserve’s (“Fed”) intention to normalize
rates with up to two additional hikes in 2016, we see Treasury and
municipal yields moving 25 to 50 basis points (“bps”) higher with the
10 year Treasury ending 2016 yielding around 2.25%.
• Overall, we believe municipal credit quality will remain healthy and
stable. Most municipal sectors/industries have either stable or
positive outlooks. Nevertheless, we believe the municipal market
likely will experience record setting defaults by the Commonwealth of
Puerto Rico and its related corporate affiliates. Another municipal
borrower experiencing significant credit deterioration includes the
State of Illinois which has a large budget deficit, growing backlog of
overdue bills, and massive pension liability. Finally, the Chicago
Board of Education, which finds itself in a liquidity crisis, needs state
aid or another line of credit to avoid running out of cash by mid-2016.
• We see new issue supply for 2016 being flat to slightly down,
ending the year somewhere between $375 billion and $400 billion,
versus total issuance of $403 billion in 2015.
• Given the relative attractiveness of tax-adjusted municipal yields
versus other asset classes, we expect positive mutual fund and
exchange-traded fund (“ETF”) fund flows in 2016.In addition, due to
ultra-low interest rates in parts of Europe and Asia, we note growing
interest in municipal bonds by global investors.
Given the continued decline in interest rates and tightening of credit
spreads, we continue to structure our portfolios defensively choosing
strategies that benefit from yield curve positioning, bond structure,
and positive credit fundamentals. More specifically, we favor:

comparable municipal yields and as a result the tax-exemption
offered by municipal bonds is attractively priced relative to
Treasuries.
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First Quarter Review
Municipal investors experienced solidly positive total returns during
the first quarter of 2016. In fact, March concluded a string of nine
consecutive months in which the Barclays Municipal Bond Index
posted positive returns. The Barclays Municipal Bond Index returned
1.67% for the three months ended March 31, 2016, bringing the
trailing-twelve month total return for the index to 3.98% (7.31% on a
taxable-equivalent basis) 1. The Barclays Revenue Bond Index and
Non-Investment Grade Index experienced even stronger total returns
during the first quarter of 1.84% and 2.74%,respectively.This pushed
trailing-twelve-month total returns to 4.35% and 3.45%, respectively.
While municipals trailed Treasuries for the first three months of 2016,
tax-exempt municipal returns for a trailing-twelve-month period, on a
taxable-equivalent basis,were superior to all other major asset
classes (see below).
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quarter of 2015. Moody’s Investors Service also upgraded the ratings
on more municipal borrowers than they downgraded for a third
consecutive quarter through March 31, 2016.Just for some
perspective, 2015 was the first year in which Moody’s municipal
upgrades outpaced downgrades since the start of the Great
Recession. That is not to say that the municipal market is without
flaws. We continue to express caution regarding well publicized
credits such as the states of Illinois and New Jersey because of their
structural budget deficits and vastly underfunded pensions. In the
case of Puerto Rico, a declining population, high unemployment,
chronic budget gaps, and massive debt load will likely result in tens
of billions of dollars in defaults. We also note that in 2016 it is very
likely that the par amount of defaults, almost entirely due to Puerto
Rico, will increase while the number of defaults will continue its
downward trend.

During the first quarter, U.S. Treasury yields declined dramatically.
When the Federal Open Market Committee (FOMC) raised the Fed
funds rate in December, market participants expected a series of
further increases. However, a combination of mixed economic
indicators, dovish statements by Janet Yellen, and weak international
growth coupled with low global rates reduced expectations for further
U.S.rate increases. By the end of March, 10-year U.S. Treasury
yields had fallen a surprising 49 bps during the quarter to 1.78%,
while 30-year U.S.Treasury yields dipped 41 bps to a 2.61%.
Tax-exempt municipal yields also decreased during the quarter but
not as drastically. The Municipal Market Data (MMD) 10-year“AAA”
and “BBB” rated generic curves declined 22 bps and 26 bps during
the fourth quarter, respectively, to 1.70% and 2.62%. Longer muni
bonds recognized smaller yield declines, with 30-year“AAA”rated
municipal bonds experiencing a 13 bps yield decline to 2.69%,and
30-year“BBB”rated municipals decreasing 15 bps during the first
quarter to a 3.56%.
Technical factors certainly helped to support the municipal market in
the first quarter. Demand, as measured by fund flows, was robust
while supply decreased slightly compared to 2015. Fund flows were
$14.9 billion in the first quarter of 2016 – greater than fund flows for
all of 2015 ($14.8 billion). At the same time, supply, as measured by
new issuance, was lower than the pace that was set in first quarter of
2015. During the first quarter of 2016, new issuance totaled $98.8
billion, 9% lower than the same time period in 2015. The positive
technical environment of positive fund flows and lower new issue
supply led to tighter credit spreads. According to Barclays, “BBB”
rated municipals yielded 142 bps more than “AAA” rated municipals
to start the quarter. By March 31, 2016, the spread had decreased to
136 bps. With “BBB” credit spreads dropping below the long-term
average (145 bps), we believe credit analysis becomes even more
important, as income cushions shrink for taking credit risk.
Credit fundamentals continued to be healthy and generally
improving. First time defaults declined for the fifth year in a row to
end 2015. In the first quarter of 2016, borrowers defaulting for the
first time totaled only eight, compared to eighteen during the first

Outlook – The Year Ahead
The portrait of the first quarter of 2016 was a confusing mosaic of
weak U.S. economic growth, international political and economic
concerns, threats of terrorism and widening global conflicts, volatile
equity and high yield debt markets, and a domestic political
landscape that keeps on surprising. With this as a backdrop, for the
rest of 2016 we anticipate:
• Gradually higher interest rates. U.S. GDP weakness observed in
the first quarter of 2014 and 2015 was followed by a return to faster
growth in the second quarter of each of those years.We believe that
a similar type of scenario will play out in 2016. Along with the Fed’s
intention to normalize rates with up to two additional hikes in 2016,
we see Treasury and municipal yields moving 25 to 50 bps higher
with the 10 year Treasury ending 2016 yielding around 2.25%. In our
view, muni rates will be approximately 90% of Treasury rates and
thus 10 year “AAA” muni rates should end the year around
2.0%.Municipal yields haven’t declined as quickly as Treasuries but
we expect in a rising rates environment they will be closely tethered
to Treasuries. If we are wrong in our forecast, we probably have
overestimated the number of Fed rate hikes this year and as a result
of slower global economic growth, U.S. rates will move upward to a
lesser degree.
• Stable municipal credit quality. The number of defaults continued to
decrease in the first quarter of 2016, continuing trends seen over the
last five years. However, the par amount of defaults increased as the
first of many Puerto Rico agencies defaulted during the quarter. It is
not the last Puerto Rico entity that will default in 2016.We expect
billions of dollars of additional defaults related to Puerto Rico and its
corporate agencies. Outside of Puerto Rico, large borrowers such as
the Chicago Board of Education (CBOE) and State of Illinois bear
watching. The former is depending on state funds and lines of credit
to relieve its operating and liquidity crisis while the latter continues to
operate without an enacted budget for the first time in state history.
• Fund flows, by the end of the year, will appear volatile as they
inversely track rates. As interest rates declined through the first
quarter, money poured into municipal bonds. However, the inverse
could very well prove true as well. It is our opinion that further rate
increases are still a real possibility, with as many as two more Fed
fund increases. If that happens, fund flows could quickly reverse to
net outflows. Given that nominal yields are very low relative to
historical levels and provide less income cushion to shield investors
against rising interest rates, we believe any sustained increase in
yields (decline in municipal bond prices) could cause a substantial
reduction in retail demand for municipals. The net effect of this will be
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a volatile fund flow environment for the year. One final comment on
fund flows. We will be trying to monitor the international demand for
municipal bonds as zero or negative interest rates in many parts of
the world appear to be attracting more interest and dollars in U.S.
municipal bonds.
• New issue supply will be slightly lower to flat in 2016 versus 2015.
In our opinion, new issuance will be between $375 billion and $400
billion, versus total issuance of $403 billion in 2015. We believe that
refunding activity could be dampened as there just aren’t as many
deals available to be refinanced, and the first quarter of 2016 bears
this out: new money deals increased 32% while refundings have
decreased 23%.With very low interest rates and desperate need for
investment in infrastructure in the United States, it would seem that
the conditions were perfect for new money issuance to keep up its
pace. Voters even generally support infrastructure investment. What
they don’t support, however, is finding a way to pay for it: mention
higher tolls or increased gas taxes and the responses are visceral.
Thus, we do not expect new supply to pick up significantly until after
the November elections, when politicians do not have to face a
potentially angry electorate at the ballot box.
Strategy and Recommendations
Despite our view of higher interest rates for the rest of 2016, we
believe there are meaningful opportunities in municipal bonds
relative to other fixed-income asset classes and that municipal
performance will be positive. Thus far, municipal returns on a risk
adjusted basis have been very good, but we strongly caution against
putting your fixed-income portfolio on autopilot. Before the next

stretch of fixed-income illiquidity comes to pass, we recommend
looking at each fixed-income investment in terms of key factors such
as duration, use of leverage, and clustering of credit risk by sector
and individual borrower overweight. This “stretching” for yield is
commonplace during the latter stages of what has been a
tremendous fixed-income rally. Historically, this stretching for yield
has not ended well for investors.
In light of this, we continue to position our portfolios in the
intermediate portion of the curve. Specifically, we seek out bonds
with 5-9 year maturities or those with 12-20 year maturities priced to
a 5-9 year call. The steepness of the curve in those maturities offers
the best compensation in terms of yield per unit of interest rate risk
(duration).Just as importantly, because of active portfolio
management and the flexibility we have to tactically adjust duration,
credit quality, sector allocation, and yield curve positioning as market
conditions change, we can proactively tailor our portfolios to meet the
challenges presented by a changing market.
Given the low correlation of municipal bonds to other major asset
classes such as U.S. equities (10-year correlation of 0.09 – see
Figure 4), as well as, their favorable risk-adjusted returns (see Figure
5), we think municipal bonds are a foundational component of a
diversified portfolio. We also believe municipal bonds are attractive
relative to many other fixed-income strategies. Muni/Treasury ratios
have cheapened increasing the attractiveness of tax-exemption,
while corporate bonds bear significantly more default risk than
comparable municipal securities.

Market Videos
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Fund Updates

•

AllianceBernstein Closed-End Funds Announce Distribution Rates – May 20

•

Cohen & Steers Closed-End Opportunity Fund, Inc. (FOF), Cohen & Steers Global Income Builder, Inc. (INB), Cohen &
Steers MLP Income and Energy Opportunity Fund, Inc. (MIE) and Cohen & Steers REIT and Preferred Income Fund, Inc.
(RNP) Declare June 2016 Quarterly Distributions – June 8

•

Dreyfus Closed-End Funds Declare Distributions – May 27

•

Duff & Phelps Closed-End Funds Announce Dividends – June 16

•

Eaton Vance Closed-End Funds Release Estimated Sources Of Distributions – May 31

•

Month-End Portfolio Data Now Available for Federated Investors' Closed-End Funds – June 15

•

Federated Investors' Closed-End Municipal Funds Declare Monthly Dividends – June 9

•

Invesco Announces Additional Risk Information Related to the Invesco Closed-End Funds – June 15

•

John Hancock Closed-End Funds Declare Monthly Distributions – June 10

•

Mackenzie Investments Announces Distributions for its Exchange Traded Funds (MKB, MUB, MFT, MGB) – May 20

•

Morningstar(NASDAQ:MORN) Declares Dividend of $0.2200 – May 21

•

Putnam Announces Distribution Rates for Closed-End Funds – June 9

•

Royce Closed-End Funds 2Q16 Distributions – June 3

•

Voya Equity Closed End Funds Declare Distributions – June 15

•

Wells Fargo Closed-End Funds Declare Monthly and Quarterly Dividends; Wells Fargo Multi-Sector Income Fund Reduces
Dividend; Changes to Investment Strategy Guidelines for Certain Closed-End Funds – May 25

COMPLIMENTARY WEBINAR

GICS Sector Expansion: Spotlight on Real Estate
Date | Time: Tuesday, August 16, 2016 | 11AM ET

REGISTER
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How to Play the Value Comeback Using Dividend ETFs
Tuesday, May 17, 2016 | 11:00 AM ET

Taylor:
Great. Thank you Nicolas and good morning everybody. I appreciate you taking the time
to jump on this call with us. My name is Taylor Ames. I’m the Vice President of Product
Strategies here over at ALPS Portfolio Solutions, kind of a combination of sales,
marketing and research to come up with ideas, strategies behind our products, some of
the ones that Jeremy will be discussing here in the next few minutes. What I want to do
here is just take a couple minutes and kind of set up the call here, provide an overview
of kind of who ALPS is, how we kind of fit into a world of Exchange Rate Funds, give a
brief update on the Exchange Rate Fund world as a whole and then kind of set up how
the products, themes and concepts we’ll be discussing today kind of fit in with the
overall investment realm.

Featured Presenters

ALPS Portfolio Solutions has been around for about 30 years on the Fund Servicing Site
as an asset manager. ALPS have been around for nearly a decade. We’re kind of
known in the area of portfolio completion, figuring out how certain products interact with
traditional asset managers, traditional active managers as well passive strategies. The
products that we are most known for would be our Dividend Dogs series of which
Jeremy will be discussing here in the next few minutes as well as AMLP is the ticker
symbol for the Alerian MLP ETF midstream, Master Limited Partnership. What we’re
kind of seeing in the ETF universe as a whole, ETF continue to grow at breakneck pace,
sitting around North of a three trillion dollars in assets under management.

Jeremy Held
Director of Research and Investment
Strategy
ALPS Portfolio Solutions

Taylor Ames
Vice President, Product Strategies
ALPS Portfolio Solutions

It seems that there’re new companies coming out every day, new products being
launched every day by the tune of around about 6,000 different exchange rate products
listed on exchanges right now. When you think about the evolution of exchange rate of
funds, exchange rate of products, really we’re kind of in almost the third generation of
the ETF life that the first generation being, “Hey, we’re the first asset class. We’re the
first emerging market bond ETF. We’re the first Mass unlimited partnership.” Something
like that.
The second stage of the ETF existence was really over the last couple years where
you’re looking at throwing different factors together in achieving different methodologies,
different investment objectives and then therefore different results. We’re kind of moved
past that stage now to the part where we’re learning what I would call social interaction,
theoring out how these products interact with one another, how different factors work
with one another, how different factors work into overall portfolio construction, how
passive strategies work with active strategies, how active strategies work with passive
strategies. Really to create a more efficient, more well-rounded and seeking a more
well-diversified portfolio.
So that kind of as a backdrop of who ALPS is, what we’re known for, as well as kind of a
brief overview of where things stand in the ETF landscape. I’ll turn it over to Jeremy for
the bulk of our discussion, Jeremy being the Director of Research and Investment
Strategy here at ALPS Portfolio Solutions. Jeremy, with that I’ll go ahead and turn it over
to you.
Jeremy:
Okay. Thank you, Taylor and thanks Nicolas and the team at Capital Link and thank you
all for your time and attention today. Taylor mentioned the topic for today’s webcast is
The Value Comeback and Dividend ETF’s. We’re going to talk really about two different
concepts in one. We’re going to talk about value investing at great length and we’re also
going to talk about dividends and I’ll talk about why it’s very often those two concepts
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are attached at the hip and I hope that you find the information
compelling and useful and relevant. I think that it’s very timely
especially what we’ve seen so far in 2016. You’ve seen a lot of the
financial press talking great length about this reversal from growth,
which has had a long run of performance over value into values.
This year, there was the cover story of Barings a few weeks ago.
You’re seeing different research out that’s from Ned Davis and others,
comment on what’s happening from a value of perspectives. We really
want to talk about what’s behind the driving net that investment
performance from value overgrowth but we also want to just oppose
that in the context of dividend. What do dividends mean from an
overall portfolio? So if you jump forward to the next slide, it’s the slide
labeled 1 at the top. From an agenda standpoint, we’re going to talk
about what’s happening with value investing. Why is that performing
growth? But then we’re also going to talk about the ETF structures.
Taylor mentioned ETF’s are proliferated to a great degree in the last
two decades and really it’s hard to find investors that aren’t using
ETF’s in some way, shape or form. When you look at dividend
investing and you look at value investing, those are two of the oldest
concepts of investing itself. So those are clearly not new concepts but
what is new is how investors are accessing those concepts and ETF’s
really are the heart of that. They’re changing the way investors invest
or changing the access they have but they’re changing also the overall
cost profile, tax profile of investments they may come to have clients.
We’ll then jump ahead and talk about what we view as the dividend
trade-off.
Most dividend strategies have advantages and disadvantages and
there tends to be a trade-off between diversification and yield. We’ll
talk about why that trade-off exists and what are approach is and we’ll
wrap up by talking about the sector Dividend Dogs methodology,
which Taylor eluded to but talk about why that solved the dividend
trade-off and how investors are using it to get access to either value or
to dividend and we’ll wrap it up as Nicolas said with the Q&A session.
If you guys are interested, feel free to type in questions into the
question box throughout the webcast and we’ll address those at the
end.
So we jump ahead to the next slide, this is slide number 2 in the top
right corner. As I mentioned earlier, value is making a comeback and I
think it’s important to take a look at the graphic on the left hand side of
the chart. You can see that in the first four months of 2016, value
stocks were up 6.4% and growth stocks were down 2.1. Now, this may
not seem like that big of a deal. You might say, “Okay, this is eight and
a half difference. Why is that so striking?”
Well, there’re really two reasons why you should look at those
numbers and they should jump out. The first is that the average
difference between growth and value on annual basis is typically not
that great. If you go back over the last 30 years and you take up the
tech bubble, which we’ll talk about shortly, which will occur from 98 to
2000 in a bubble form and then obviously burst. The average
difference between value and growth on an annual basis is typically
only around five to seven percent per year and in many cases it’s a lot
lower than that.

the year, annualized that would be at almost 30% difference in growth
and value if this trend persists throughout the rest of the year, this
would be one of the biggest divergences between growth and value in
an annual basis historically. I think the second reason why this is
important is if you look at the chart on the right, you’ll see that this is
coming as quite a reversal over what’s happened over the last two
years. The chart there shows performance and growth and value
stocks from 2013 to 2015, this is actually a two-year number. It should
be from the end of 2013 to the end of 2015. This is really the last two
years. You can see that growth would’ve been somewhat of a muted
environment for overall stock performance has really out-performed
growth, start to out-perform value from a 10 to a four to one.
And when you look at what’s happening with not only growth outperforming value for two years in a row and then now you’re seeing
this somewhat dramatic reversal for the first four months of 2016, it
does remind you of the last time this happened and if you jump ahead
to the next slide, this is slide 3. It does have some echo of what
happened in 2000. Now not nearly to the same degree and were very
early in this cycle but I think it’s important and it’s illustrated to go back
and look at some numbers here. If you look at the chart on the left,
this is the performance of growth and value stocks from 1997, 1998
and 1999 and clearly this was the beginnings and really the
exacerbation of the tech bubble. You know in 1995, technology was
only 10% of the overall marketing, clearly at its peak but in 1999
become more than a third and really technology was fueling a lot of
the performance in growth stocks but if you look, almost all of the
gains that investors experience in 1997, 1998, 1999, three of the best
years of S&P 500 Stock Performance in its history were really driven
by growth stocks.
You know, 121 and a half percent in growth stocks. Value stocks
barely broke even. This is a 7.8% accumulative number, really looking
at a little over two and a half percent on an annualized basis. I think
that it’s very underappreciated when people look back at that bull
market of late 90’s, how much it was really driven by growth stocks
and not value stocks. Now as all great things often come to an end, so
did the growth in technology market rally in 1999 but I think what also
maybe underappreciated is how long the value cycle lasted after the
growth cycle burst. The chart on the right here shows the performance
of growth and value stocks from the end of the tech bubble 1999. This
is from December 31st, 1999 through the end of 2006 and it is pretty
remarkable that over that seven-year time period, growth stocks
actually lost money.
Now clearly a lot of that was in 2000, 2001 and 2002 but even in the
four-year bull market that occurred from 2003 to 2006, growth stocks
didn’t even get back to even and you could see that value outperformed 151% to a little bit less than zero. In the next seven years
after the growth cycle ended, value out-performed growth in six of
those seven years. The one year that did not out-perform was 2003
when both growth and value stocks were up to a large degree value
underperformed growth by one percent that year. And so the reason
why we bring this up is that it’s too early to say if we are in another
cycle like the one that happened at the end of 1999 and then into the
early 2000 to with the growth cycle that occurred 14 and 15 was not
nearly as dramatic as the one that occurred in 1997, 1998 and 1999.

So to see a difference of almost nine percent in the first four months of
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Please click on the calendar icon to access below webinar transcript and audio.
Visit http://webinars.capitallink.com/sectors/cef-etf.html for our complete CEFs & Global ETFs Webinar Library

Upcoming 2016 Webinars
August 17 – GICS Sector Expansion: Spotlight on Real Estate
Featured: Cohen & Steers

September 27 – TBD
Featured: Monroe Capital

Past 2015-2016 Webinars
June 7 – Managing Retirement Income in a Low-Yield Environment
Featured: WBI Investments

May 17 – How to Play the Value Comeback Using Dividend ETFs
Featured: ALPS

March 29 – Not All Share Buybacks are Created Equal
Featured: TrimTabs Asset Management
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Please click on the calendar icon to access below webinar transcript and audio.
Visit http://webinars.capitallink.com/sectors/cef-etf.html for our complete CEFs & Global ETFs Webinar Library

Past 2015 Webinars
February 23 – The Case for Commercial Mortgage Backed Securities
Featured: Principal Real Estate Investors

February 9 – Implications of Volatility for Closed-End Fund Leverage
Featured: Fitch Ratings

January 12– 2016 ETF Landscape: Current Trends and Opportunities
Roundtable Discussion
Featured: ALPS, BATS, Fidelity Investments, JP Morgan Asset Mgmt.,
Morningstar, and State Street Global Advisors

December 9 – The Case For Multi-Sector Credit Investing
Featured: Stone Harbor

December 1 – International Stocks with Sustainable Dividend Yields
Featured: MSCI

October 28 – Ireland – Europe’s bright spot continues to shine
Featured: The New Ireland Fund, Inc.
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Disclaimer-Terms of Use: The information herein is not an offer to buy or sell any kind of securities nor does it constitute advice of any kind. The
material featured in this Newsletter is for educational and information purposes only. Material featured in this Newsletter is taken from sources
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