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Section 1: Welcome & Firm Overview 

[0:01] 

Welcome to our 2Q webinar. We've redone our slides dramatically — hopefully you'll 

find them more visually usable, both in the presentation mode and when you're able to 

replay the session or the slide deck on your own time. Just like all the other times we've 

done this — this is our 59th time doing it. 

We appreciate your registration data. We find it fun to share that briefly up front. It's 

about 60% investors and advisors, with about one-third advisors and two-thirds 

investors. We then get about 15%, a good mix of the closed-end fund sponsors 

themselves, the service providers that support the industry, independent board 

members, the financial press, and other investors in the space like CEF Advisors. 

One of the challenges we've always had is that we have some people who've been here 

for over half of the sessions since they found us, and yet this time it's almost 40% first-

time attendees. So, a quick PSA for the first-time attendees, live or replay: this is a 90-

slide deck in 90 minutes. We try to get through the prepared remarks in 75. I speak 

relatively quickly, and I try to cover what we feel is important on each slide. The replay is 

available to you as a PDF of the full deck. 

We won't cover every slide deeply, but I imagine you're going to have a lot more 

questions about the universe, because we cover it at a level of depth and breadth that few 

others do. So don't feel uncomfortable if you're a little new to this — just feel free to ask 

your questions, do some research, and digest the deck afterward. It should create 

opportunities for you to learn more about closed-end funds, BDCs, and interval funds, 

and how they can be useful in your portfolio. 

I'm going to start the presentation, because we're always tight on time — I enjoy talking 

about this subject, as I have for all of my career. This is a rough organizational structure 

for later reference on what's in the deck. 
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What is our firm? We're sometimes surprised we have to say this after 35 years, but the 

core business is an investment management firm that does CEF investing, research, and 

advocacy. We do that with a data-driven process. We're six people on the wealth 

management side and 13 on the data side. The overall focus of every day for our team is 

customized work for separate accounts — individual clients — so we can help them meet 

their income and after-tax needs for their portfolios. 

We had a BDC fund that really helped power our BDC focus back in 2016 — just a little 

over half a billion dollars raised. We built CEF Data, and honestly, you'll see it keep 

growing and expanding through this year and even into early 2027 as we build out new 

front-end and back-end tools for us and for our data clients. We try to cover things 

deeply and with breadth and high-quality assurance of the data, focusing on about $1.2 

trillion across 846 closed-end-structured management companies. You'll also now notice 

we cover about 250 London-listed closed-end funds or investment trusts, and we're just 

about to hit 400 BDCs by the end of August — I imagine we'll be close to 500 by the end 

of the year. 

A lot of our base tools are weekly, monthly, and daily spreadsheets and data feeds. We 

have a daily alerts email license, and we've had almost 1,000 requests from individual 

investors and smaller RIA/financial-advisor teams for more customized and unique 

access to our data sets. If you've heard from us before: we hear you, and we're working 

on building more layers and tools — with less depth and breadth than our deep, broad, 

historical, granular spreadsheets — that better fill the needs of the retail-investor and 

advisor audience. 

We enjoy doing this work. We think about the sectors of the market, we think about the 

managers and fund sponsors, we analyze the structures, and we put those things 

together as a way to build portfolios for the clients we serve. We're in our seventh year, 

almost eighth, of AICA. 
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[4:19] 

I founded AICA [The Active Investment Company Alliance] after being on my university 

alumni board — basically a chance to create high-quality content and bring together 

industry participants beyond what I can do at my firm, CEF Advisors, and at CEF Data. 

This next slide is hard to read, but we came up with it last quarter to cover all of the 

structures we now track at CEF Data. You can find it in downloadable format, in higher 

quality than you can see today, on cefdata.com in the Investor Resources section — or 

email any team member if you're having trouble finding it. 

We want to make sure you have the starting vocabulary for what a closed-end fund is. 

The closed-end fund structure has been around since 1893 in the U.S. It's a publicly 

traded investment company listed on an exchange, with a net asset value calculated 

generally daily in most cases for the portfolio. The shares trade between investors — 

they're not connected to or redeemed directly by the fund in a regular, ongoing way. 

Only if there's a rights offering or a tender offer does the fund sponsor actually get 

involved in the share count. Market prices can trade at premiums or discounts to net 

asset value. 

For those relatively new to the sector: usually discounts are normal, but inside the 

universe you'll almost always find some premiums and some deep discounts, and you 

really have to look at the why and the when to understand when discounts are real 

opportunities and when premiums are actually expensive. It's more complex than the 

absolute figures on a base level. 

If you're newer to the sector, there's a good number of diverse asset classes. It's not 

everything, but roughly: municipals are about a third, equities are about a third, taxable 

bond funds are about a third, and then there are really about 40 listed BDCs that provide 

liquid access to private credit through the registered fund structure. That's not the only 

access to private credit. Again, we focus heavily on the listed funds because they trade 

daily, but we do deeply cover the funds, the data, and the holdings of the non-listed and 

private BDC universe as well. 
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Many funds regularly provide monthly and quarterly income distributions. That income 

isn't always sourced from net investment income — sometimes it's taken from expected 

long-term net asset value performance, and the accounting differences about whether it's 

a qualified dividend, ordinary income, return of capital, or — if it's a Muni fund — 

federally and possibly even state tax-free, will really drive some of the mechanics of 

what's possible. 

Demand for closed-end funds always varies, but a lot of people are attracted to funds 

when their discounts widen, or by managers they like, or portfolios they can't recreate 

through an ETF or an individual portfolio. You'll find that the general sentiment around 

closed-end funds is really driven by two things: how much yield is being paid monthly 

or quarterly, and how net asset value is doing. There are always exceptions, but those are 

the general drivers of demand and of discount-narrowing versus discount-widening 

trends for the closed-end universe. 

Leverage isn't in every fund, but it's been part of the structure since it was founded. The 

funds that survived the 1929 crash had lower leverage or no leverage — the ones that 

were levered like the rest of the market did not survive 1929. There were many more 

closed-end funds back then than there were for many years afterward. But leverage, 

when it's structured right and when the yield curve is steep, can increase both income 

potential and NAV volatility. We have some slides that show that NAV volatility from 

leverage is actually far smaller than the market-price volatility of trading — that's the 

higher-volatility component of a closed-end fund. This dynamic pricing creates 

opportunities for value-focused investors. It gives you reasons to evaluate peers and 

"cousin" funds, and to decide when to overweight or underweight certain sectors within 

the asset class. 

What we really love about closed-end funds is that they combine a fixed, stable capital 

base with active management — which is the exception rather than the rule across the 

fund industry — and that combination can support both income and growth objectives. 
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Section 2: BDC Structure Primer & Macro Outlook 

[8:30] 

Remember: growth is the price you paid versus the price you could sell (or did sell) at, 

plus income collected along the way. 

BDCs are a substructure of closed-end funds that were created by Congress in 1980 but 

didn't really gain traction until about 15 years ago. They were intended to provide capital 

to small U.S. companies — traditionally more equity capital, though the industry has 

evolved more toward debt and loans — and to give investors who didn't have access to 

private funds, or who wanted the exchange-listing benefits of a listed BDC, the ability to 

buy and sell during market hours while still getting exposure to non-traditional asset 

classes. The market has evolved to be almost entirely an income-focused vehicle. There 

are a few exceptions, but they're generally small and not the primary driver of product 

development, capital inflows, or investor sentiment. 

A BDC is another permanent-capital structure, organized as a closed-end management 

company, which gives it the ability to use leverage, be actively managed, and have an 

independent board under the '40 Act — like a regular closed-end fund — which we think 

increases the transparency and disclosure available for you, or for a firm like us, to 

review on behalf of clients. 

Leverage is a little higher for BDCs — it's 2-to-1 now, with 200% asset coverage — and 

that's allowed enhanced return potential, traditionally higher than a traditional closed-

end bond fund. When that leverage limit was first increased — feels like six or seven 

years ago — there was concern that BDCs would use that added leverage to make 

higher-risk loans. While that's not impossible, the broad sector has mostly used the 

added leverage on less risky loans in general to generate higher income, which has been 

generally benign for credit outcomes across the bulk of the portfolios we follow. 

We started this quarterly session when we weren't covering BDCs at all, and now they're 

almost half of the assets in our universe — definitely a big part of what we cover at CEF 

Advisors and CEF Data. To explain simply what BDCs do: it's lending, charging interest 
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rates to their portfolio companies, and passing that income on to investors as dividends. 

Those dividends are not double-taxed — they're taxed at your rate, usually as ordinary 

income, but occasionally as qualified dividends, depending on how the BDC structures 

the payout, which can occasionally be a slightly tax-advantaged structure. 

We started this next section last quarter, and I thought it'd be useful to give a few small 

updates. We think GDP growth will continue to be positive — we're not seeing a 

recession in our crystal ball (it's fortunately still in the shop, but we think we'll get it back 

soon). I did lower that outlook a little because the conflict with Iran has gone on longer 

than expected, and we feel inflation has been stickier. We expect more turmoil around 

the federal budget in Congress and the Senate, and of course the midterm elections will 

be a big driver of what happens toward year-end and into 2027. 

We think unemployment will tick a little higher, though we brought that estimate down 

slightly — we still think it's not in an ugly state. It's been an interesting story: the 50,000-

foot view of the labor market is still productive, and investors and households are still 

able to sustain consumer spending, which has been powering much of the U.S. and 

global economy despite the headlines of the last few years. 

We lowered our expectation for rate cuts a little and increased slightly our expectation 

for the yield curve to steepen. We think it's unlikely we'll see two cuts; in fact, we think a 

cut anytime soon is unlikely. We still think the Fed has enough members on their dot 

plots looking for a hike that it feels more probable, given the data we can see today in 

mid-July 2026, that we'll see a hike before a cut. But it will remain very data-dependent, 

as the Fed has said. 

 

[12:44] 

We think inflation will tick up a little more than we thought 90 days ago, largely because 

of how pervasive energy prices have become and how that filters even into core inflation 

— when you strip out energy, it doesn't tend to impact other parts of the market as much. 



8 | P a g e  
 

It's been a very good second quarter for closed-end funds. Hopefully, if you've been 

active in the space, you're much happier with the second quarter than the first. We 

usually look at whether we think our 15-sector index — which is overweight credit 

funds, with roughly 1/15 BDCs, 1/15 munis, and the rest; a mix of taxable funds — will 

beat the equal-weight S&P 500. We still think that's our forecast for this year, because 

while equity markets have done very well, we think they have more challenges getting 

much higher, whereas we think discounts can narrow and credit funds can keep paying 

their dividends and get a yield tick higher faster than we believe equity markets can keep 

growing. That's a guess and an opinion, and we'll know more come January 1st. 

We think discounts have generally narrowed. While there was strong performance in the 

second quarter across many sectors, we still — as you'll see in later charts — see a lot of 

discount opportunity. Not in every sector, and not necessarily in the average fund, but by 

picking your spots by sector, by fund sponsor, and by position sizing. 

So, a slight update here given the new Saba ruling in June [the Supreme Court's June 11, 

2026 decision in FS Credit Opportunities Corp. v. Saba Capital Master Fund]: we think there's 

not going to be a traditional IPO this calendar year. There's always the possibility of a 

target-term trust — if you're not familiar, that's where the fund expects to return net asset 

value to investors at a set date; it's considered the most conservative type of closed-end 

fund IPO that can come to market. We do think there's a possibility of more direct listings 

— we've seen some, as you'll find in later slides, whether that's a direct listing of a private 

fund, or a previously evergreen or semi-liquid structure converting into our universe. 

Those are always possible. We also expect above-average rights offerings from perpetual 

funds as they look to replace capital, since many have been overpaying relative to their 

traditional distributions. 

Sticking with this same theme: I'd say we learned through the second quarter that BDCs, 

while one structure, don't all move in the same direction. The credit outcomes and 

market success or failure vary a lot — you'll even see our large-cap versus small-cap BDC 

index returns, year-to-date and last quarter, showing very different outcomes based on 

whether individual managers can do their job, balance their cost of leverage, and 
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continue paying dividends (even if those dividends should trend lower given lower 

general yields). Still very attractive at today's wide discounts, as we'll cover them, I'm 

sure you expect us to. 

We think ROE, leverage, and credit quality — and our newer, deeper work on an AI risk 

score — matter a lot here. Last quarter we covered all listed BDC portfolio companies for 

that AI risk score; this quarter we're going to cover all non-listed private BDC portfolio 

companies, as well as interval funds that have a private-credit focus. 

Dividends are likely to come down a little going forward (Est -7% to -12%, given the rate 

cuts we've had, but we think the average basket is still yielding somewhere in the 10% to 

12% range — compared to an average yield five years ago of about 8.5%. So, it is still a 

very attractive forward-yield opportunity to selectively own and rotate BDCs in your 

portfolio. 

Think of our 15-sector index — roughly 60% credit funds, 40% equity, a little of 

everything. We do think dividends in dollar terms will be pressured by things like lower 

interest rates and lower expected forward equity market returns, and funds that pay out 

a fixed percentage of net asset value may have trouble maintaining current dollar 

payouts, even if that's fine in percentage or "yield" terms. 

 

Section 3: Sector Performance, Discounts & Diversification 

[16:38] 

But we do think that in percentage terms, distributions will stay pretty much flat — that's 

still the base case at CEF Advisors. 

On the Supreme Court ruling: as I mentioned, we think it will lead to more IPOs, and 

probably sooner than we would have thought 90 days ago. Still, in my opinion, that's 

probably a second quarter-2027 story. If I had to put a number on a prediction market for 

when it happens, that's where I'd put it. 
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We see lots of reasons for both NAV volatility at the sector level and discount volatility, 

as people push and pull on their expectations. We have a few consultants we work with 

who alternate between wanting to be more aggressive and more conservative fairly 

quickly. We generally build longer-term portfolios and then take advantage of what 

happens, forming our own view of what we think could happen and building that into 

whether we're overweight senior loans versus high yield, or global equity versus U.S. 

equity. These are active investment decisions we make before we then sift the closed-end 

fund universe for our clients, and we think this dynamic will continue into the second 

half of the year — leading to increased volatility. 

We expect that both in the public markets and, from our work in the private markets — 

talking to CFOs, board members, and other investors in BDCs — we think AI risk (and 

we have some data to support this) is overhyped. It's much more about the quality of 

loan underwriting in general: whether you're underwriting a good manufacturing loan, 

restaurant loan, or software loan, how you wrote the loan, when you wrote it, and how 

you manage the upside and downside. It's generally not a bigger risk factor than usual — 

sometimes it's actually less of a concern. Sometimes valuations get so deep and cheap 

that you can basically buy in, diversified, and know you'll be fine eventually. There are 

pockets of opportunity, but also pockets of concern, so we think you have to plan and 

react — that's going to be an active part of our work for clients in the second half of 2026. 

I want to show the size of the non-listed private BDC market and some overall stats, 

though we have a lot to cover and some newer slides I think are more important — this 

should just give you a sense of the scope, in case you're not familiar with private BDCs. 

Looking at asset-class NAV performance for the first half of the year: we were 

overweight MLP funds coming into the year, and while that sector led in the first quarter, 

the second quarter wasn't as good for it — though it's still one of the top three performers 

overall. We were also overweight global stocks entering the year, and we haven't 

changed that conviction at CEF Advisors going forward. We've been tactically 

underweight convertibles, because they've done so well over the past few years — that 

sector benefits from continued strength in technology, since convertible issuers often 
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fund technology investment through debt capacity. I don't know the future, but that's the 

sector where we've been underweight relative to others, though not entirely out of it. 

We've been more thoughtful about using convertible bond funds to replace U.S. equity 

exposure where it's tax- and risk-appropriate. 

From a discount perspective, the biggest story has honestly been municipal bond funds 

— they averaged about a 10% discount in 2023, only narrowed to 8.5% in 2024, and only 

narrowed to 5.8% in 2025. Now they're under 3% on average for the year (not just 

quarter-end) historically, they've averaged about 5.7% over the period we're showing. 

That's a genuinely tight outcome. 

 

[20:21] 

You see outperformance there, and also some good outperformance in high yield, with 

some moderate underperformance relative to munis in preferreds. We've actually 

increased some preferred exposure in a few select spots, because it's been a way to get 

about half the duration with a modest tax advantage — not tax-free at the federal level, 

but still a benefit. 

We've also been thoughtful, given inflation and discount levels, about staying 

overweight in a few other areas — both retail (REIT) assets and MLP funds in various 

places, along with BDCs and senior loan funds. It may seem like we talk about BDCs and 

senior loans constantly because they're related but similar structures. We still see 

tremendous opportunity based on what net asset values can do given where we see rates 

and the economy heading. And should things go wrong, we feel these sectors are much 

sturdier than other parts of the closed-end fund market on a net-asset-value basis. We 

think dividends — if rates go down two or three more cuts — will come down; that's the 

nature of floating-rate loans. But I still think it's a good opportunity: the discount protects 

you here more than it would in, say, a high-yield bond fund, because the average 6% 

wider discount is more protective against a fixed coupon than against a variable one — 

but that's our opinion. 
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This next slide, if it's a lot of red — again reminding you that international versus U.S. 

tends to move together quarterly, so you don't get much true diversification benefit there. 

Where you truly get intended diversification is by getting the right blend of MLP funds, 

retail assets, preferred, senior loans, BDCs, and munis. The other sectors are useful, but 

you're getting a lot less NAV diversification — you're mostly getting manager, structure, 

or individual-security diversification. We run a personalized correlation matrix for client 

allocations, and we can usually show investors that they're probably less diversified than 

they expected, based on real data. For newer funds we tend to use a two-year weekly 

NAV analysis when possible; for older funds we lean more on a five-year quarterly 

analysis. 

This is the listed universe of funds we track at CEF Data and CEF Advisors. Broadly: 

taxable bond funds are trading around a 7% discount, munis around 2.3%, and BDCs 

around 25% very divergent between munis and BDCs; those structures behave very 

differently. Munis are now showing an average duration of about 11 years — obviously 

some above and some below, but not much below 8. Leverage levels are relatively low 

across the market: taxable bond funds around 25%, munis around 32%. BDCs are sitting 

at somewhat higher leverage than five years ago, partly due to newer regulations and 

partly as a way to help maintain their dividends given where they sit on earnings. 

This slide is often the answer to "how many funds are there, and where should I be 

fishing?" One data point we find a lot of people overlook is the non-leverage gross 

expense ratio — we strip out the leverage cost and calculate all operating costs, 

management fees, and accounting fees over gross assets, since that's the actual capital 

deployed and where the operating friction sits. That doesn't mean you can't use standard 

expense-ratio data, but it can be very hard to compare funds when they carry different 

amounts and types of leverage, so separating "what you pay for investment 

management" from "what you pay to borrow" is a useful distinction — whether you're 

looking at a Muni bond fund or a BDC. 
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Section 4: Fund Counts, Expense Ratios & Quarterly Winners/Losers 

[24:22] 

We added this about two quarters ago, but it really answers the question of "aren't there 

fewer closed-end funds now?" Correct — and here's why. When our data business 

launched, I believe 625 was the highest fund count we ever tracked, back when we had a 

partnership with Fund Data, later acquired by Morningstar. The number of funds, even 

with IPOs and new listings, has gone down, but we've never had more total assets or 

average assets per fund. Average assets have doubled over the life of our data business, 

and that's been a strong trend since the bottom of the pullback in 2022. What's driven that 

is larger, more recent IPOs; a huge wave of mergers; and big direct listings — we've had 

large funds come to market, like Pershing Square with a more traditional (though not 

perfectly traditional) IPO, and direct listings like FS Credit Opportunities and Bluerock's 

BPRE in the last 12 months. 

A slightly improved way to visualize this data — showing where the assets, funds, and 

sectors sit, and where gross non-leveraged expense ratios land. Worth noting: the more 

Muni bond funds included, the lower the average ratio ticks; with fewer Muni funds, it 

ticks higher. But this gives a general sense of what expenses come out to. The average 

closed-end fund charges 1.66%, with some sectors obviously higher and some smaller 

funds pricier, but the largest providers — the top seven — all show average ratios under 

1%, which we think is a powerful way to access a lot of funds cheaply, layering discount 

opportunity on top of that. 

BDCs are a huge part of the sector, bigger than the traditional closed-end fund side by 

assets — you can see the average expense ratio there is 2.45%. Across the entire BDC 

sector, and even looking at the larger platforms, it takes a while to find one under 2%. 

You have to get down to Main Street Capital, which is only about a $7 billion gross-asset 

firm, and they actually do good work. So, there are very few large BDC platforms 

charging low fees — most of the bigger names charge meaningfully more, which is 
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important context, though quite different from other types of expense analysis available 

in the market. 

Looking at where there were zero negative total returns in the quarter: munis, 

world/multi-sector bond, international bond, investment grade, and convertibles. And 

where we saw more negative price returns: 40% of BDCs were down in the quarter, and 

80% of MLP funds were down. We're not saying, "only buy one sector," but this helps 

show how the emotion of investors, advisors, and institutions pushes and pulls market 

price around NAV, and where those trends are forming — useful as you decide when to 

overweight a sector or a fund. Generally, if you like the sector and it's a well-run fund, 

you want to buy it as it's looking uglier and sell as it's looking less ugly. The one caveat: if 

you're in a high-tax-bracket state, especially with capital gains on short-term trades, be 

thoughtful about selling until you've reached long-term capital gains treatment or find 

offsetting losses elsewhere in the portfolio to neutralize some of that tax impact. If you're 

retired and living off your money, what matters is what's actually paid to you after taxes 

— getting the most out of that with the least overall risk is probably the goal of most 

people on this call, whether directly as an investor or through an advisor. 

 

[28:07] 

One of the ways we've used AI is to take slides I had trouble making visually appealing 

— and because we've put a lot of work into our style and brand, I'm sure you can use this 

too in your own work. This is a much better slide than the older bar-chart slides we've 

used since around January 2012, and it visualizes equity versus bond funds with BDCs 

shown separately. Over time we'll keep sorting this from the deepest discount to the 

lightest, and the width of each bar is relative to the size of that asset class — that's why 

munis are so wide, since they represent the largest number of funds in our analysis. 

Hopefully this gives you a sense of where these sectors sit as a base case for opportunity 

as we start early July 2026. 
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Where are we versus where we were? I want to highlight that the biggest move — about 

2 percentage points wider than the previous quarter — was in MLP funds. As I said, we 

consistently overweight those funds, both because of the discount opportunity and 

because we think inflation isn't going back to 2% for a while; if it's going to run higher, 

we like that the underlying investments in that space tend to be inflation-resilient. We're 

not heavily overweight international bonds, but they are definitely more expensive than 

last quarter — if you've been there, and it makes tax sense, this isn't a bad time to rotate 

some of that gain into other sectors that had less exciting performance this quarter. 

Just because I find it interesting: we looked at year-ago levels, the discount peak in 2021, 

the discount trough in 2020, and the discount peak about a month before that in 2020, so 

you can see how current discounts compare to those three notable historical peaks and 

valleys as you weigh today's opportunities. 

Yield is constantly changing, based on the dividend policy set by the board, combined 

with the market price set by the market — you annualize that dividend and project it 

forward. The one standout move: convertibles are down about 1.5 percentage points in 

yield from last quarter, mostly because their market prices have outperformed, 

compressing the yield even as the dollar payout stayed fairly stable. We see similar 

dynamics across other sectors, and this gives a good base case for comparing "normal" 

versus other reference periods — last quarter, a year ago, or those three historical time 

periods I mentioned. 

Looking at where discounts are wider: covered-call funds don't offer the same upside 

participation as regular U.S. equity funds, but we like them for their generally lower 

NAV beta and more tax-attractive dividend character — a good fit for income-focused 

clients — and that wider discount is still attractive relative to, say, a 10-year average. 

Same story for REITs, preferreds, and senior loan funds. The sector that moves the other 

direction relative to its longer-term average is MLP funds — they got hit hard in 2015–16 

and in 2020, so remember what time period any given average is covering and what 

sector-specific events may have driven the outcome. Over the last 10 years, munis have 

averaged around 5.5% discounts; if they're trading 3 percentage points narrower than 
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that, there's still real opportunity. At one point — I think two or three Decembers ago — 

munis were at roughly the 99th percentile of cheapness historically, so it was hard not to 

overweight and simply wait. As long as you could hold for three to five years without 

knowing the future, it turned out to be a very good trade. 

 

Section 5: Discount History & Total Return by Sector 

[31:53] 

This is the entire universe of closed-end funds treated as one bucket — though I think 

everyone on this call can appreciate that they're not really "one thing." Looking at 

quarter-end discounts of 6% or narrower: roughly three-quarters of the time, discounts 

were wider than that historically; only about 20% of the time were they narrower than 

6%. You can see those time periods on this chart — the median is 4.3% and the average is 

4.4%. That gives you a sense of where we sit today relative to history, and a good base 

case for how investors have historically treated the generic closed-end fund wrapper. 

Interestingly, I don't think I've ever seen us sit right in that "most common" middle 

bucket before — this shows there have actually been more periods where discounts were 

narrower than today. But the single most common month-end discount level, historically, 

for traditional closed-end funds is between 5% and 6%. So, it's not a lot of easy, obvious 

opportunities right now — you have to be more selective by sector, sponsor, and event-

driven catalyst. But this is also not a frothy, expensive market, as long as you're not 

fishing in the wrong parts of the spectrum. 

This next slide will look similar next quarter and become much more useful as we 

approach tax-loss selling season, but I like to remind people of it now. The top line: 

average discount narrowing during that seasonal window is over 3%, and the average 

market-price return is almost 10%. Our history on this index goes back to 2016, measured 

through June 30th this year (we update the start of this window each February), showing 

a roughly 9% annualized return. That doesn't happen every single year, but on average, if 

you invest from the seasonal discount low to the seasonal discount high, you beat the 
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return of the rest of the year. The caveat: you don't know exactly where the discount 

bottom or top is until the season is over and you can look back and analyze it — so you 

can't time it perfectly, but it should remind you to position yourself to take advantage as 

you head into November. 

[No questions had come in at this point in the call, so I moved on to prepared material — happy to 

take questions as we go and will circle back to submitted questions at the end.] 

This next slide addresses something people often say: "My closed-end fund portfolio 

hasn't gone up — it's actually down 3% since I bought my basket." Distributions are a 

large part of total return for closed-end funds, so this chart — which we built many years 

ago — looks at how closed-end funds have performed over 25 years on a total-return 

basis, both NAV and market price, and where those two measures diverge. It's been a 

very powerful story if you've held closed-end funds over the last two years, or even the 

last three, despite the 2023 pullback, because performance has been strong over time. 

Looking back the full 25 years, market-price total return has annualized at only 6.9%, and 

that window starts in July 2001 — right before September 11th. This will get more 

interesting as that period eventually rolls off the trailing window. 

 

[35:33] 

When we try to account for the entry point not being the best or the worst, we find long-

term equity returns run between 8% and 9% annualized. So, when you have a two-thirds 

credit / one-third equity portfolio capturing roughly 90% of that equity-like return, we 

think that's a genuinely useful strategy — less risky, in our opinion, with more 

diversification and less single-country or single-sector credit risk than being concentrated 

in one segment of the U.S. stock market, which is where a lot of people are right now: 

large-cap growth and tech equities. 

On discounts: similar story for equity closed-end funds — they generally trade wider 

historically, and have been wider about 29% of the time, roughly two "tick marks" 

beyond the average for the broader universe. Yet we still sit right around a fairly 
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common — though not the most common — monthly average discount level, with plenty 

of historical readings both above and below where we are today. On a total return basis, 

that's 8% annualized on NAV and 8.2% on price. Equity closed-end funds have done well 

in recent years, and they can often be more tax-advantaged than bond funds, but they 

can also be less comfortable to hold through tough periods, since they're driven by 

equity-market outcomes. 

Taxable fixed income funds, meanwhile, are running about 400 basis points wider than 

their median or average discount levels. They have been wider before, but not for long 

stretches historically — you have to go back to the Great Recession, the energy sector 

pullback, 2020, or 2023 to find comparable levels. We're nowhere near the tightest 

historical readings — closer to a 2–3% discount. That's a powerful argument that taxable 

fixed income closed-end funds still offer real diversification opportunity, as long as 

you're tax-thoughtful, and this data shows meaningfully more upside months than 

downside months historically. On the total-return chart, the average taxable-income fund 

has returned 6.6% — and that's the entire broad bucket, without even trying to 

overweight the best-performing sectors within it. Discounts remain relatively wide and 

have been lagging net asset value recently, which often (though not always) leads to later 

outperformance as market price tends to converge back toward NAV over time. 

Munis are the segment where you really have to think it through: why do you own them, 

what's your tax rate, what are you diversifying or hedging against, is there an event-

driven angle, or is it simply more comfortable to hold your BDCs and munis in different 

account types for tax purposes? That's exactly what we do for our clients and for my own 

household — about 15% of our assets are in Muni bond funds and about 15% in BDCs, 

but in very different account buckets, for obvious tax reasons. 

Munis are trading narrower than their average and median discount and have been 

wider about two-thirds of the time versus back in December 2023, which was the widest 

Muni discount level we've ever recorded. That means we're past the point of the most 

common discount level; once you get to roughly a 5% discount, you start to see some 

tailwind benefit for the sector. Long term, munis have returned about 4.8% annualized — 
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that was a much better number for a while. If you underweighted munis heading into the 

"duration freight train" period, which we did for our clients, and then looked to re-enter 

when things felt truly ugly — like December 2023 — you've done much better than 

simply buying and holding forever. Municipal bond fund NAVs are extremely safe, but 

dividends and discounts can create very different outcomes for long-term holders who 

never rebalance or adjust their allocation. 

 

[39:28] 

We've had clients where a 50% allocation to munis was normal, and in early 2022 we 

brought that down to 25% and reallocated into other, more tax-inefficient positions — 

but that actually left them with more after-tax dollars 12 months later. We were able to 

do that without being overly conflicted about the tax cost, because we tend to own 35–40 

closed-end funds and hold almost every sector in almost every portfolio model, so there's 

a lot of underlying diversification. 

Last quarter I built an interesting slide, because March 2026 was an ugly month, and I 

wanted to understand how common that kind of move actually is — it was about a 4.5% 

negative monthly move. Only 12 months, or about 7% of the time, have we seen a move 

that bad. Again, this is our 15-sector index — overweight credit funds, roughly 1/15 

BDCs, 1/15 munis, 1/15 retail assets, and so on. We wanted to help you understand: if 

you hold a diversified closed-end fund portfolio and have an unusually good or bad 

month, how common is that really? 

A couple of interesting findings: the average positive month and average negative month 

are almost identical in magnitude — just a basis point apart, which is a remarkably clean 

piece of data. When I dug into the NAV-versus-market-price split at the monthly level: 

about 25% of the gain in positive months came from discount narrowing, meaning three-

quarters of the upside in "up" months came from NAV, and one-quarter from discount 

narrowing. That tracks with the general pattern that discounts tend to narrow slowly but 

widen quickly. On the downside, 37% of the loss in negative months came from discount 
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widening — almost 50% more than the 25% narrowing contribution on the upside. 

Looking at a diversified portfolio over time: yes, there are 64 months of negative 

performance in our dataset, but really only about 20 to 35 (depending on whether you set 

the threshold at 3% or 4%) that qualify as genuinely "ugly" months. I'd argue that 

historically, ugly months tend to set up later outperformance — you can study this 

yourself on our data index website. 

We also wanted to show NAV-versus-market-price total return on a calendar basis, since 

it can help you remember when you got into closed-end funds or made changes. When 

the bar is higher, discounts narrowed; when its lower, discounts widened. Looking at 

year-to-date through mid-year, this is the fourth period where total returns have been 

positive, but the second consecutive period where — over the last 18 months — discounts 

have generally widened since the end of 2024. So, while we've had great performance 

over the last year — market prices up almost 10% both trailing-12-months and year-to-

date, which are not bad numbers for an income investor living off their portfolio in 

retirement — net asset values have also risen over those 18 months even as discounts 

widened. That's actually a constructive setup looking forward to a diversified, well-

selected closed-end fund portfolio. 

You're going to like the heat-map charts we've added, thanks to AI helping improve our 

slide design — more of that going forward. The only real area of underperformance was 

if you concentrated only on the highest-yielding funds. We run a portfolio model that 

targets a durable, diversified asset-allocation approach with a yield roughly matching 

that index, aiming to beat it over time — and historically, it has. 

 

Section 6: Model Portfolio, Premium Funds & Quarter Recap 

[43:30] 

I've run that particular model for clients for 20 years. It's one of my favorite portfolios 

because it blends equity and credit funds, tilting without overconcentrating in any one 
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position or sector — plus taxable bond and BDC exposure. BDCs are only a small drag 

this year within that model. 

Here's something interesting: long term, the premium-index NAV beats the NAV of the 

major sector index — but not year-to-date or quarter-to-date. It's uncommon for 

expensive funds to outperform on that basis, and that outperformance is hard to sustain 

in absolute, relative, and comparative terms simultaneously. Usually, funds trade at a 

premium because of a high yield, strong performance, or a well-regarded manager — but 

I want to remind you: if you start out too expensively priced, it's the classic "good 

company, bad stock" problem, so be careful with premiums. 

On the equity side, the only real negative performance in the quarter was MLPs — 

though they're still crushing it year-to-date, trailing only international equity, and 

discounts have been very stable in both of those sectors this year. Even the pressure on 

real estate and utilities has been limited to single digits, and preferreds — which behave 

like a credit structure but are technically classified as equity — have delivered double-

digit performance across most of the equity sleeve, unless you're positioned more 

defensively. This should give you a sense of the excess performance you've captured 

relative to simply buying a traditional basket of U.S. stocks. 

Here's a slide with a lot of bright green: convertibles versus CLO [collateralized loan 

obligation] funds. Our firm has been thoughtfully underweight CLO funds for a while — 

we tend to add them during an actual recession, because the equity tranche of a CLO can 

get genuinely ugly in a downturn. We prefer to hold a diversified manager's choice of 

CLO debt or equity tranches rather than picking only one. There are a couple of funds we 

use that fit that approach well; they can have down periods, and last year wasn't great for 

them, but even so, this is a 20% total return figure, which is hard to complain about for 

the year. If you held through, or started buying, in the second quarter, discounts 

widened this quarter even as NAVs were positive — but the sector still hasn't posted a 

positive year-to-date total return, unlike convertible bond funds, which have performed 

almost the opposite — phenomenally well. We've told you we're underweight 

convertibles because we didn't think they could keep climbing — so far, I've been wrong 
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on that call. But we've avoided CLOs, which has benefited our clients, even while being 

underweight (not absent from) convertibles. 

Senior loan funds: their NAVs are only mildly lagging high yield year-to-date, but their 

discounts are far more attractive — at least to a firm like ours, and hopefully to you as 

well. 

Munis had a great quarter — the opposite of the first quarter, which wasn't great — 

showing good discount narrowing and solid, durable NAV performance at midyear 

across most any basket you'd construct. 

BDCs — you'll find some interesting detail here. The main point I want to focus on: we've 

built out a broader BDC index beyond our original one, which is still our longest-running 

series. That original index was up 1.3% total return in the second quarter but still down 

almost 9% total return year-to-date. It's cap-weighted, and we built it because clients 

asked us to, so it's not without value — but I personally prefer an equal-weighted 

approach, since we don't have to size a smaller BDC differently than a larger one for 

client portfolios. You may or may not be positioned the same way. 

 

Section 7: BDC Deep Dive — Yields, Discounts & Credit Outlook 

[47:29] 

Large-cap versus small-cap BDCs this quarter: roughly twice the upside for large-cap, 

and about three times better relative performance overall. We do like some smaller or 

mid-sized BDCs, but there's a real advantage to lower leverage, lower cost, and greater 

ability to work out troubled loans — and that includes some of the larger, currently out-

of-favor names, like Blue Owl, which has had a tough run on sentiment recently. 

Just to anchor the comparison: we don't personally buy BDC bonds or debt, but for 

context, if you had bought BDC bonds, you'd be up about 3.4%. They're a fairly "boring" 

way to get BDC exposure, and we generally avoid them because they're harder to trade 
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— but we do track them because they're part of the ecosystem, and analyzing them helps 

inform our analysis of the equity. 

On tax-equivalent yields: the value proposition here, for high-income investors, is the 

closed-end fund structure versus a lower-duration, lower-yield ETF. Looking at the 

underlying economic output of the portfolio — that's leverage-adjusted NAV yield 

versus market-price yield — you can see yields climbing up toward 6%. The challenge: 

about 25% of munis are now showing some return of capital, so you need to discount 

that portion, since it may represent a return of your own principal rather than income, 

unless the sector delivers strong offsetting performance. 

Generally, though, you can see the meaningful benefit of the closed-end fund structure 

when leverage and discounts combine to produce a higher effective yield, potentially 

reaching double-digit tax-equivalent yields in the best-case scenario — assuming you 

avoid funds with aggressive return of capital. And BDCs aren't attractive to us only 

because of yield — we love them because we know them well, we've analyzed them 

deeply, and we attend a lot of industry events. But a 25% average discount, as I 

mentioned earlier, is an uncommon level — you typically only see that during COVID or 

the Global Financial Crisis. The median historical discount is closer to 3%, so today's level 

is about 20 to 22 percentage points wider than that median. 

Are there challenges? Yes. Will dividends grow over the next 12 months? Probably not 

broadly. Will there be more credit issues this quarter than last? A few more, in our 

estimate — it's not going to be a dramatically better credit story, but I think you'll keep 

seeing better relative outcomes from the better managers, as loans get worked through 

and rolled. One benefit: BDCs generally don't have direct commercial real estate 

exposure, which is helpful as long as they can manage the risks tied to their exposure to 

software and technology-sector borrowers — something we've been analyzing for about 

six months, and which we think is a genuinely useful lens. 

This is the base case for why we're excited: the distribution of where discounts currently 

sit shows that yes, you can find discounts wider than 39%, but those are uncommon — 

there are far more funds trading at single-digit discounts, and premiums in the double 
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digits are much less common now than in the past, because there's more competition 

from interval credit funds and semi-liquid or private BDCs. If you're willing to give up 

some liquidity, you can capture lower volatility — which we think makes it harder for 

listed BDCs to return to the higher premiums seen more than five years ago. Still, we 

think the listed BDC market is generally designed to trade somewhere between a 3% and 

8% premium as a universe — some lower, some higher, obviously — because you can't 

replicate that private-credit exposure in a publicly traded vehicle anywhere else in the 

capital markets except through the BDC structure. 

This chart covers a roughly 20-year, 239-month observation period, which should give 

you a sense of how historically cheap the sector is right now. Total return has been ugly 

recently, but it's still 8% annualized over that period — still beating taxable bond funds, 

while being dramatically cheap on a historical basis. The underlying economic engine of 

a BDC produces a higher return than a taxable bond fund, both because of the general 

performance profile of private credit and because of the higher leverage BDCs are 

permitted to use, which magnifies outcomes on both the upside and the downside. Right 

now, we think that's working in investors' favor. 

 

[51:34] 

This long-term total-return chart gives you a sense of relative movement. It updates 

quarterly — remember, we only get four NAV data points a year for most of this 

analysis, not 200. But we've been very thoughtful about the long-term case for BDCs over 

this roughly 21.5-year observation period, and we've been actively invested in the sector 

since February 2014 — well beyond just following it. 

If you saw the LinkedIn post or the article we wrote for the CFA Institute after the talk I 

gave in Cleveland in May, we set out to answer a question with data: we looked at the 

top 36 BDCs by market cap, all with market caps over $250 million (small by broader 

standards, but we excluded the very smallest), and sorted purely on one-year return on 

equity using the latest quarter's fundamental data. 
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A few takeaways: obviously, the best ROE group will show a higher ROE than the worst 

— that's expected, since that's exactly what we sorted on. The more interesting gap: the 

higher-ROE group trades at roughly a 3% discount versus 32% for the lower-ROE group 

(this is a May 18th data point, for reference). Yield: under 11% for the higher-ROE group 

versus over 14% for the lower-ROE group. One-year dividend growth: negative 6% 

versus negative 13%. AI portfolio exposure, in absolute terms of AI-risky holdings, was 

somewhat lower for the higher-ROE group — 17.6% versus 23.8%. But when we look at a 

relative, weighted risk score at the holdings level and add it back up to the portfolio 

level, the higher-ROE group actually carries slightly more basis points of risk. Non-

accruals: 1.2% versus almost 2% of portfolio at cost. PIK income: slightly lower for the 

better group versus slightly higher for the weaker group. 

The key takeaway: the better managers appear to have dealt with AI-related credit risk 

more effectively, either during underwriting or over the life of the loan — at least based 

on the data available to us. We'll update this analysis once we have the full dataset in 

mid-to-late August, and we'll share it on LinkedIn and in the presentation, I'm giving in 

October at the CFA Society San Francisco. 

Since I love data, I also asked: what if this is just the case of the last one year uniquely 

favoring certain managers? So, I ran the same comparison over the prior five years for the 

same groups, and the gap was somewhat less painful for the worst performers, but still 

meaningfully wide — a five-year ROE delta of 7 percentage points versus an 11-point 

delta over one year. To me, that reinforces that manager selection, price, leverage, and 

expenses matter — and that you shouldn't just buy one BDC. Hopefully that gives you 

some useful frameworks. 

This is the calendar of expected events — largely estimates, since we have to wait for 

press releases to confirm timing. We look at last year's announcement timing and 

generally assume similar timing this year, updating as real announcements come in for 

clients who use this part of our data. 

I've loved this next slide for a long time. The wider the gap between leverage-adjusted 

output and the underlying asset-class return, the more magnified the benefit from 
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discounts and leverage — that's worth understanding at both the sector and fund level, 

and we benchmark it against reasonable indices. Right now, retail (REIT-related) assets 

show wider discounts and bigger leverage relative to the rest of the universe. So if you're 

optimistic on retail real estate, it's easier to reach a higher yield target — say you think 

the sector should be yielding 7%, roughly double a REIT index's income (plus some total 

return) — you're probably capturing something like 9.5% market-price total return if that 

7% NAV yield materializes, just based on the leverage and discount ratio. That's a useful 

way to frame closed-end fund opportunity generally. On the debt side, there's generally 

more leverage and, right now, wider discounts than on the equity side. 

 

Section 8: Leverage, Return of Capital & Distribution Sustainability 

[55:31] 

Senior loan funds need to hit roughly 7.6% economic return to fuel an 11% distribution, 

versus high-yield bond funds needing roughly 8.8% to fuel that same 11%. So senior loan 

funds require less underlying economic return to sustain a similar payout — even though 

they typically yield less than high yield — which is another reason we're overweight 

there. We're comfortable with the floating-rate nature of the dividends, and we recognize 

we're capturing more of the economic output through leverage and discount than is 

strictly required by the underlying asset class. This may be a confusing slide — take it 

and think it through later if needed. 

On leverage levels: this shows total average leverage by sector, along with the 95th and 

5th percentile, so you can see which sectors include some lower-levered funds and some 

higher-levered funds, helping you judge what's "normal" leverage for your basket of 

closed-end funds. Cost of leverage data is naturally backward-looking and slower to 

update, but as of June 30th, Munis' average cost of leverage was around 3.5%, with some 

funds lower and a few higher. This matters because when you buy levered funds, you 

need to consider both the direction of NAV for the underlying assets the manager is 

selecting and the benefit (or potential drag) from the leverage the fund employs — it's 
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not as simple as "25% leverage is 25% leverage" across funds; you need to understand the 

type of leverage involved. For perspective, there's about $76 billion of leverage across the 

universe, mostly in credit facilities, repos, and preferred shares. If you're not familiar 

with these structures, Nuveen has an excellent closed-end fund education center that 

covers the depth and breadth of leverage types — a lot of the leadership in developing 

durable post-financial-crisis leverage structures came from firms like Nuveen and 

BlackRock, addressing issues that surfaced after the Great Recession. 

A cleaner version of this same data, visually: on return of capital — it's a persistent 

feature across the life of our data business. We track this data point, and it moves in 

trends, so when the trend is rising for a basket of funds, you need to ask whether that 

reflects genuine underearning relative to the payout, or just the nature of that fund's 

income structure. This is more useful at the individual holding level than at the sector 

level shown here, comparing what's actually fueling a specific fund's distribution over 

time, and whether you should be reinvesting part of your distribution so you don't 

outlive your money — since not every dividend paid by a closed-end fund is durable or 

repeatable, even before you factor in interest rates or the economic cycle. Many funds 

overpay their distributions because a stable, generous payout tends to support a 

narrower discount versus not doing that. 

If you skip that analysis, you risk ending up in a portfolio that can't sustain your income 

if you live a long time — which, to be clear, we hope you do. The goal is to make sure 

your portfolio delivers a durable, ongoing, inflation-adjusted yield after taxes. Roughly 

25% of closed-end funds currently show some return of capital. We consider about 30% 

of that group's return of capital — so about 7.5% of the total universe — as "destructive," 

meaning it's genuinely eroding NAV rather than reflecting normal tax accounting; still a 

fairly small share of a diversified portfolio overall, though it can matter more if you're 

overweight in specific sponsors or sectors. 
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Section 9: Volatility, Trading Volume & Correlation Signals 

[59:22] 

We look at NAV total return, and one of our key analyses is whether NAV total return 

can sustain the NAV yield — if it can, you can deal with return of capital in a durable 

way. So, if your closed-end fund's NAV was $10.00 five years ago, and it's still worth 

over $10 today, it doesn't really matter what they paid you along the way, aside from tax 

considerations. That's a good rule of thumb, and while this next slide is complex, it's the 

best way we've found to visualize it. We do this analysis in more depth at the individual-

holding level than shown here, but it's a good way to think about when to consider 

reinvesting distributions at both the portfolio and holding level. 

On volatility: generally lower short-term volatility, higher long-term, but this slide gives 

you a long-term perspective of what's "normal" for NAV and market price. Remember, 

leverage is part of why closed-end funds carry a bit more volatility, but it's really the 

market-price volatility, more than the leverage itself, that dominates — leverage is 

typically only around 25% for a diversified portfolio, maybe 30% if you're heavier in 

munis and BDCs. For the fixed income sector specifically, NAV volatility is much lower, 

even against long-term historical norms — it's actually been less volatile recently than its 

long-term average, a fairly benign environment for credit fund net asset values right 

now. One thing we think you should lean into: overweighting sectors with low NAV 

volatility and high discount volatility, as long as you're comfortable owning the sector, 

comfortable with the price you're being paid, and you understand what you own. 

Looking at trading-volume trends quarter-over-quarter and year-over-year: generally a 

reduction in dollars traded, but the biggest increase was in U.S. equity funds versus last 

quarter, with moderate increases in convertibles and covered-call funds, and larger 

decreases in real estate and senior loan funds versus the prior quarter. Year-over-year, 

you see a bigger pullback overall in equity funds, but surges in U.S. stock, world stock, 

retail (REIT), and MLP funds — alongside a pullback in senior loan funds. We actually 

like it at CEF Advisors when senior loan fund trading volume drops and discounts 
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widen on lower volume — that's another reason for us to stay overweight and pick our 

spots there, since it's not getting frothy or overheated. 

We get to that view by analyzing three data points: discounts (shown earlier), liquidity 

(shown here), and correlation data. Correlations were down across every major sector 

versus the first quarter — the average closed-end fund was 84% correlated to its NAV on 

a 90-day basis during the quarter, down to about 70%; that's a meaningful pullback, 

though not unusual for a second quarter — it represents roughly a 10% decline from the 

year-ago level. What we find is that when correlations move to extremes — either very 

high or very low — that's often where discount direction starts to turn. If discounts are 

unusually narrow and correlation starts breaking down, there's a good chance discounts 

start to widen, or at least stop narrowing, even as NAV continues rising while market 

price treads water. Conversely, when discounts are unusually wide and correlation is 

breaking down, NAV can start following market price downward — but eventually 

things turn: NAV can stop falling while discounts keep widening for a bit longer. That's 

the point to start overweighting the parts of your portfolio exhibiting that pattern. 

This next view is for major fund groups — we have this data at the individual holding 

level too, but with 350-plus funds, it's not easy to show cleanly here. This lets you see 

correlation peaks and valleys for baskets of funds, and we track the same data at the 

individual holding level as well. 

 

Section 10: Corporate Actions — N-2 Filings, 13D/G, Rights & Dividend 

Trends 

[1:03:07] 

Credit funds and municipal funds tend to behave differently because credit risk is 

generally the primary risk/return driver for taxable bond funds, while interest-rate 

sensitivity is generally the primary driver for munis. You can own both, obviously, but 

investors tend to hold them differently and for different time horizons — largely based 

on whether dividend taxation matters to that investor — and that changes behavior, 
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including when you see peaks and valleys line up or diverge. About half the time, credit 

funds and munis move in different directions or diverge meaningfully because of that 

distinction, and when they separate the most, that's often the most interesting signal, 

because it isn't just a generic "bond closed-end fund" move — it reflects a real difference 

between credit risk and interest-rate risk. 

On corporate actions: at a basic level, there have been more updated N-2 filings this year 

than in prior years going back to 2022 and before — we've seen elevated filing activity. 

An "updated" N-2 filing means a fund has made changes that make it more likely to 

come to market, whether as a closed-end fund, interval fund, or BDC — every closed-end 

management company registering as an investment company is required to file an N-2 

on the SEC's EDGAR system, and that's one way we track upcoming activity. 

Looking at 13D and 13G filings: the second quarter was relatively quiet — slightly below-

average 13D activity and slightly above-average 13G activity. Tenders were below 

historical average as well; we'll see how that trends. Rights offerings were slightly above 

average, a bit lower than in the first quarter, but on pace to come close to last year's total. 

It wouldn't surprise me if we end up with 30 to 33 rights offerings by year-end — that's 

my educated guess. 

On leverage changes: there have been fewer leverage adjustments recently, since leverage 

costs have been more stable than during the period when rates were moving 

dramatically. We'd expect leverage amount and type to change more once we see a 

clearer directional move in interest rates, as funds adjust their leverage policy to match 

their portfolio outlook. 

Distribution increases and decreases: slightly more increases than decreases versus the 

last four quarters, and the large cuts were somewhat less painful than before — though 

there were still 14 cuts averaging 21%, which are never fun to experience as an investor. 

That's a good reminder that distribution policies are not promises made by boards. 

This next slide is a good way to look at last quarter and the last year by sector — some 

sectors show both increases and decreases as sponsors react, early or late, to changes in 
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rates or their specific market. No single sector shows a uniform pattern of dividend 

changes; you can see increases and decreases happening in almost any sector, almost any 

quarter, depending on the market backdrop. 

On distribution growth rates — this next slide is a bit more complex, but gives a sense of 

the longer arc. After the 2015–16 pullback and the COVID-era cuts in MLP funds, we 

genuinely wondered whether distributions there would ever turn positive again. Over 

the last five years, they clearly have — and the last three years have been especially 

strong, even though the 2020 cuts were painful, triggered activism, and led some 

investors to give up on the sector entirely, which is when firms like ours stepped in. 

Even with BDCs looking rough this year — down about 23% on a one-year basis for the 

average fund, including small funds — they're still up 15% over 10 years and only barely 

negative over five years. That's an important context point: yes, discounts are wide and 

yields are probably still elevated, but these are not low-yield investments historically, 

which is another reason we remain optimistic on the sector. This gives a sense of where 

duration-sensitive asset classes have had trouble getting back to prior levels. 

 

Section 11: Dividend Growth Data & IPO/Direct-Listing Drought 

[1:07:13] 

We think taxable bond funds will get back above their 10-year average eventually, but it's 

likely to be a gradual climb — similar story for preferred equity. 

This next one is a favorite of ours: dividend data is constantly shifting, and the three-

year, two-year, and one-year snapshots simply won't match — that's the point of 

showing all three. On the dividend growth ratio: on a three-year basis it's 158 funds with 

positive growth versus 52 with negative — roughly three times as many increases as 

decreases. On a two-year basis it's tighter: 121 versus 70. On a one-year basis: 107 

increases, 89 decreases, and 31 funds unchanged — that "flat" number is almost always in 

the 25-to-35 range historically, something we've tracked for five or six years now, so it's a 
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genuinely normal pattern. On a two-year basis, 128 funds were flat or managed 

distributions, with 45 cuts and 83 increases among those — the cuts averaged 9%, the 

increases averaged 12%. Just because a fund has a "level" or "managed" distribution 

policy doesn't mean the payout can't change — it just means it's set as a fixed cents-per-

share amount, or as a percentage of NAV, and some of these board-designed policies are 

fairly unique. 

On IPOs: we haven't seen much traditional IPO activity this year — outside of the direct 

listings you'll see coming up — but this shows the historical, longer-term asset trends 

across the two structures [closed-end funds and BDCs] by calendar year, as well as fund 

counts and assets on a quarterly basis. We're now in the longest stretch without a 

traditional IPO or direct listing since the second quarter of 2022 — I believe the last 

traditional IPO was in February 2022: $RLTY. Everything since has come to market either 

as a target-term trust, a direct listing, or another non-traditional structure, like the 

Robinhood-adjacent listings or Pershing Square. 

Over the last four quarters, in terms of where new assets have come from: the roughly $7 

billion figure is mostly Pershing Square, while the direct-listing figure is mostly BPRE 

[Bluerock Private Real Estate Fund] and a couple of loan-focused vehicles — really just 

three funds account for the bulk of that. 

Let me try to make this visually clear for you: C1 Fund (CFND), a small, 

crypto/blockchain-focused fund, is worth watching — we'll see what happens as they 

develop a strategy that (hopefully) trades well, allowing them to raise capital through an 

at-the-market offering or otherwise, since long-term, $50 million or even $100 million 

isn't enough to sustain a closed-end fund, even without a distribution obligation. 

FS Credit Opportunities (FSSL) came a bit later, following a similar path to FS KKR 

Capital's earlier vehicle (FSCO) roughly two years prior. At quarter-end it was trading at 

a large discount; current assets are about $1.4 billion, versus roughly $1.9 billion at 

inception. Based on our conversations with the sponsor at the Dechert Private Credit 

Summit (New York, June 2026), their strategy is to have fund investors rotate out of a 

traditional BDC and into FSSL, since the underlying private-credit exposure is similar but 
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with lower leverage and a lower expense ratio than a traditional BDC — a real potential 

benefit. But I've told them: if they want the market to reward that structure, they'll need 

to offer the same level of quarterly transparency and reporting as FSSL and FSCO already 

do, to get the fund trading more like the median private-credit BDC, since transparency 

is a bigger differentiator there than in, say, a multi-sector bond fund holding mostly 

publicly marked bonds. It's a very different transparency bar for a private-credit wrapper 

versus a traditional closed-end fund wrapper — which is probably part of why it's 

trading where it is. 

 

Section 12: Recent Listings Spotlight — Bluerock, RiverNorth, Pershing 

Square 

[1:11:15] 

Bluerock [BPRE, formerly Bluerock Total Income+ Real Estate Fund] — this one really 

comes down to how commercial real estate unfolds and how successfully they roll the 

portfolio into higher-yielding assets. It's a tax-advantaged distribution, and right now it's 

trading at a pretty ugly discount. If we get positive trends in real estate and they 

successfully execute their plan to raise distribution coverage toward the yield levels 

they're targeting — something they're pushing toward roughly every quarter — that 

could be a positive tailwind. I actually think this fund deserves to trade at better than a 

20% discount today, but a lot of investors got frustrated with how long it operated as an 

interval fund without offering full redemptions, and there's still not much historical 

trading experience for investors to draw on, since it trades so differently from other real 

estate/real-asset funds in the listed universe. It's going to take time for the market to 

build a shareholder base and develop a view on this fund's future. 

RVI (Robinhood Ventures Fund I) was trading at a decent premium at quarter-end — I 

checked, and it's down to about a 10% premium today. They have a second fund, 

Robinhood Ventures Fund II (RVII), in registration; if this one keeps trading well, there's 
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a good chance they'll bring that second fund to market, depending on conditions. I'd call 

them the most likely leading indicator of the next regular IPO that I can see. 

Separately, I think the RiverNorth Long/Short Prime Unicorn Funds [UNIU/UNID] 

should be fully in the market by August. I haven't seen a definitive confirmation, but I 

understand they're targeting this month if possible. 

A few other small, recent listings — I'll let the data speak for itself. We covered Pershing 

Square [PSUS/PS] in depth in an article on cefdata.com/press, but a 17% discount is not 

exactly a "success" outcome for Bill Ackman. It's a very large fund, with no plans to 

change its distribution policy beyond what's required under the '40 Act — they may need 

to pass through large realized gains at year-end, the way a couple of traditional, older 

closed-end funds have done historically (Source Capital, for instance, has done that 

occasionally). As an actively managed fund where Ackman can buy the right stocks and 

turn the portfolio over, you can't really evaluate it just by watching 13D filings or the 

hedging strategies he's described — those become real tailwinds to competitive NAV 

performance if he's right. In a slower market, I think this fund could do quite well, 

though I don't expect it to trade at a single-digit discount anytime soon — it's a large 

fund, and it will take time for both retail investors who dig into the story and 

institutional investors (who could also become activists) to fully engage. 

Interestingly, institutional investors without U.S. tax constraints can just as easily buy the 

London-listed version of the same strategy [Pershing Square Holdings, PSH] without the 

tax issues our clients would face — so watching the discount spread between the London 

and U.S. listings could be an important arbitrage signal for where capital flows. There's 

only one position difference between the U.S. and U.K. funds currently, though future 

investments are expected to track closely. 

Looking back at closed-end fund IPOs and direct listings over the last five years or so: it 

hasn't been the best story for buyers at the offering — current discounts, even going back 

to 2021 vintages, aren't dramatically worse than the broader universe average. One fund 

we really like is TBLD (Thornburg Income Builder Opportunities Trust), which is 

genuinely unlevered and fairly "boring" — it did go through some activism — but it 
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actually offered a 10%-plus yield at its 2021 IPO. So even when you see disappointing 

price performance from an IPO or direct listing, high sustained yield can offset that 

pullback over time. Compare that to BMN (BlackRock 2037 Municipal Target Term 

Trust), a target-term trust, and FSCO, which had a chance to recover before last year's 

pullback in private credit and is trading well now. DXYZ (Destiny Tech100) and the 

newer private-equity-focused CEF grouping we now track at CEFData — VCX (Fundrise 

Innovation Fund), BOT (RoboStrategy, Inc.), PWRL (Powerlaw Corp.), and RVI 

(Robinhood Ventures Fund I) — are unique animals that require their own analysis — 

there's a fair amount of "meme stock"-like trading behavior in that group. 

 

Section 13: Mergers, Liquidations & Event-Driven Alpha 

[1:15:03] 

I do think it would be great to eventually have a good group of larger private-equity-

focused closed-end funds — think $500 million-plus, maybe ten funds that meet a 

reasonable size threshold — because then the better managers will win and trade well, 

while smaller ones either merge or eventually go away. That's likely the path forward for 

that niche. 

BDCs are priced ugly right now, which makes this a tough environment — even the best 

performer, Blackstone Secured Lending (BXSL), still looks relatively unattractive 

compared to other investment options today. A natural question is: when do IPOs 

happen, and where are discounts typically sitting at that time? This next slide gives you a 

sense of that, and of why we've seen such a drought of new issuance. I'd say discounts 

were fairly tight in 2025, and we simply didn't see much IPO supply come to market even 

then. Now that the Saba Supreme Court case is behind us, I think there's more room for 

IPO activity, as I mentioned earlier. 

On mergers — that's really the biggest structural story. There have been 417 mergers, 

averaging about 20 per year since 2006 — which is actually more than the number of 

closed-end funds that currently exist. Merger activity has been elevated since 2012, 
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peaking around 2020 and 2025. I'm always a little surprised by which specific mergers 

happen — some are natural fits, some are just unusual pairings — but mergers will keep 

happening. If I had to guess, I'd expect closer to 10 a year going forward versus the 

roughly 20 per year we've seen historically. 

"Deaths" — meaning any time a fund loses its closed-end structure entirely: open-ending, 

liquidation, or converting to an ETF. We don't count it as a "death" if an interval fund 

converts into a listed closed-end fund, or vice versa, since we're specifically tracking the 

death of the closed-end structure itself, for whatever that's worth. These happen every 

year, but they're uncommon — the average is under nine per year, so roughly two-thirds 

of "exits" are mergers and one-third are structural deaths. 

Here's an updated, cleaner version of this data — we run a large database that we sell 

access to, covering every liquidation, open-ending, rights offering, tender, distribution 

change, and (added last quarter) merger event. Corporate actions can't really be avoided, 

and you always want visibility into whether good or bad ones might be coming. This 

shows the typical price pattern: if you can identify funds that might liquidate or open-

end (not our stated goal, but a byproduct of the data), there's roughly a 5% average alpha 

opportunity, with about 20% of that move happening before the announcement is even 

public — I don't think that reflects anything nefarious, just that the pattern is somewhat 

predictable if you're watching closely. That data covers the window from 90 days before 

to 30 days after the event, and shows a solid bounce — you don't even need to hold 

through to the actual liquidation to capture most of the benefit. 

Rights offerings are simply part of the nature of closed-end funds. If you plan to hold a 

fund long-term, you can respond to a rights offering by oversubscribing — it's a core-

position strategy. The average pattern: the fund trades at roughly a 3% premium before 

the announcement, and by the time the rights offering completes, it's down to roughly a 

6.5% discount — meaning investors experience close to a 10% relative headwind on a 

per-share NAV basis from the dilution, even before accounting for the technical dilution 

effect itself, which is harder to quantify at this level of granularity. But once you're past 

that initial pullback, you typically recover roughly half of that headwind as an investor. 
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So if you don't participate in the rights offering, adding new capital afterward can help 

you get back closer to even — for example, if rights offerings dilute your position by 2% 

and you add another 4% (a fairly large add), you can get back to roughly breakeven on 

average — though you don't have to do that; you can simply redeploy elsewhere. 

On dividend cuts: cuts above 10% create roughly a 4% relative headwind on average. 

 

Section 14: Tenders, Ownership Trends & Activist Landscape 

[1:18:52] 

Cuts and increases above 10% — those larger moves — create roughly a 2% tailwind on 

average for increases, since increases on average tend to be more significant in 

magnitude than decreases. About 20% of all distribution changes qualify as "serious" — 

meaning above that 10% threshold. 

Tenders don't do much for long-term pricing, but they're part of the mechanics of the 

space — one of the ways activists seek an exit. Since 2012, roughly $14 billion in tender 

offers have been made. The average tender size is about $60 million. The average 

execution price is about 97 cents on the dollar — recently closer to 98–99 cents. The 

average discount before a tender is roughly 12%; the average discount after is roughly 

9%. If you oversubscribe to capture that 97-cents-on-average execution, roughly two-

thirds of the total alpha comes from the oversubscription itself, and about one-third 

comes from the organic discount narrowing around the tender. If you're not using 

tenders, rights offerings, mergers, and liquidations as part of your overall strategy, you're 

likely leaving real return on the table — the same is true of tax-loss selling. You really 

can't ignore these mechanics if you want to beat the average closed-end fund basket over 

five- and ten-year periods. 

Ownership trends evolve over time as you track where interest is concentrated. Non-U.S. 

equity ownership has been near highs overall; taxable bond fund and muni ownership 

are both near all-time highs, while single-state muni fund ownership is near some of its 



38 | P a g e  
 

lowest historical levels. We often hear that overall closed-end fund ownership is low at 

the universe level — that's true — but it's interesting to look at 13D/13G institutional 

ownership across the five major fund groups, which shows what's possible at a high level 

and gives you a normal reference point for how concentrated ownership is in a given 

fund. 

On AUM by platform: some are broker-dealers, like Morgan Stanley (the largest), and 

that figure also includes Calamos and Parametric strategies embedded within it — 

together representing almost $10 billion of exposure to our listed-fund universe. Below 

that, the largest active manager is Sit Investment Associates, at about $2.6 billion, almost 

entirely in closed-end funds, with only a tiny incidental BDC exposure — likely not 

intentional, just a byproduct of their active closed-end fund management. Saba Capital is 

the second-largest active manager in the space, with relatively small BDC exposure — 

again, mostly closed-end fund focused. Wells Fargo's exposure is now under the 

Allspring brand. Karpus Investment Management has a large presence, and RiverNorth 

has a large presence too and has been increasing its BDC exposure — I expect that 

number to grow further when we review 13-filings again around August 16th. 

Hopefully this gives you a sense of where the largest pools of capital sit — both active 

managers and broker-dealer platforms that build or simply purchase these funds for 

clients. For example, financial advisors at LPL can allocate up to roughly 10% of certain 

client portfolios to closed-end funds, based on their internal guidelines. The top 100 

investors account for about 70% of the roughly $67 billion tracked across this part of the 

universe. 

Looking more granularly at true activists in the space — shown here in a couple of 

highlighted colors for sizing purposes — this shows where 13D-related filings 

concentrate across closed-end funds and BDCs: about $12 billion total tied to these more 

focused, activist-oriented investors. For 13D filings specifically, we track one-quarter, 

one-year, and three-year windows to see how many funds have received them — a useful 

base rate. Sixty-four funds received a 13D filing on a one-year basis, and 110 on a three-

year basis — meaning activism has actually picked up in the most recent year relative to 
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the two years before it. Hopefully that gives you a good benchmark for who's actually 

driving the more activist-oriented dynamics in closed-end fund and BDC shares, whether 

through separate accounts, dedicated products, or funds of funds. 

 

Section 15: Active Proxy Fights & Fund Flows 

[1:23:03] 

A quick snapshot of what's happening in the activist space — there's more detail 

available than we can show on a single slide, but to give you a sense: there's an ongoing 

proxy fight involving Saba and IHD (Voya Emerging Markets High Dividend Equity 

Fund), as well as DMB (BNY Mellon Municipal Bond Infrastructure Fund), where Saba is 

pushing for board declassification and a director nominee. Sit Investment Associates is 

looking to expand its stake in MGF — now an Aberdeen fund (formerly MFS 

Government Markets Income Trust, recently renamed Aberdeen Government Markets 

Income Fund after a change in investment adviser). There's a 13D/A filing tied to JOF 

(Japan Smaller Capitalization Fund) where Saba effectively pursued a tender. And Saba 

has also been active with ASA Gold and Precious Metals — the potential conversion of 

ASA into a BDC is honestly not something I would have predicted a year ago, but we'll 

see how it unfolds. If you own ASA independent of your view on gold prices, it's worth 

digging into those filings, because the future of that fund is going to look very different 

from its past, and you may need to reconsider whether you still want to hold it. 

Looking at overall investor exposure broadly: it's a genuinely diversified picture — not 

concentrated in one area. There's roughly $24 billion of institutional (13D/13G-

reportable) exposure in total, and we break down the major owners by asset allocation, 

since some own a little of everything and others focus narrowly. It's a good way to 

visualize who's buying BDCs, who's buying high yield, who's buying MLPs, and so on — 

for example, the largest single holder of MLP exposure right now is City of London 

Investment Group, which isn't necessarily where we would have expected that 

concentration five or ten years ago; they must see similar trends to what we're seeing. 
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Looking at the last two quarters of fund flows, together and by sector: in the first quarter, 

muni bond funds saw net outflows; in the second quarter of 2026, that reversed to a net 

inflow. Meanwhile, capital has been flowing into BDCs for the last two quarters. That's 

another way of reinforcing our view that AI risk isn't really the dominant risk factor for 

BDCs right now — yields will likely come down simply due to the economics of lower 

rates, which is our base case for the next few years, but institutional capital has clearly 

been adding to BDCs, not pulling back, even if not every underlying manager decision 

will turn out to be perfect. Some of that capital is rotating in from other sectors, and some 

from semi-liquid or less-liquid structures — something we did for a subset of our own 

clients, rotating a portion of interval fund exposure into listed BDCs over the last three 

quarters as opportunities allowed, even when it meant a partial or pro-rata exit from the 

interval fund. 

[Note: a visual/formatting issue on one slide was mentioned and will be corrected before the replay 

is posted.] 

On fund registrations in the pipeline: the largest categories are credit, real estate, real 

assets, a broad "other" category, and venture/private equity, which currently represent 

the biggest share of funds in registration. Historically, credit funds come to market fastest 

— often under six months — since both sponsors and the SEC have the most experience 

with that structure. On interval funds specifically, in less-established sectors: the 

challenge with newer strategy types is twofold. First, you need the SEC to agree the fund 

structure fits the intended holdings. Then, once the fund exists, you typically need 

meaningful seed capital — often in the $200–250 million range — just to get a real 

conversation with distribution platforms, since platforms generally won't add five new 

credit funds or five new real-asset funds to their shelf in a single quarter. You need to 

identify a genuine gap the fund fills that isn't already well represented in the market. 

We've been tracking this registration data since around 2017. 

 

Section 16: BDC & Interval Fund Growth Outlook 
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[1:26:56] 

On overall BDC asset growth: we haven't seen the same pace of growth recently — BDCs 

are bigger than they were at year-end, but the outsized growth we saw from 2023 

through 2025 isn't something we're counting on repeating in 2026. I think 2026 will end 

with total BDC assets above $200 billion, but not quite $250 billion, which is lower than 

we might have projected nine to twelve months ago. We're recalibrating our growth-rate 

and competitiveness expectations for the sector accordingly. 

On interval funds: we've seen fewer fund closures than last year so far, but we're only 

halfway through the year. If the pace holds and we end up around eight closures for the 

full year, that would put 2026 in the same range as only two prior years in this dataset — 

2016 and 2017 — when the structure was still relatively new and COVID stress was at its 

worst. So I'd guess we'll likely see somewhere between eight and ten interval fund 

closures this year, as some sponsors decide to focus elsewhere. None have officially 

closed yet as of this taping, but I'd expect a few to make that decision — possibly in the 

fourth quarter, possibly not until the first quarter of next year. Some funds with good 

underlying stories are simply gathering assets more slowly, and we're learning which 

distribution teams and advisors have done the best job explaining to clients why they 

own these funds and why now might be a time to add rather than exit it. It really 

depends on the sector and the specific use case. 

For BDCs specifically: given the tougher fundraising environment, it would be normal to 

see somewhere between seven and twelve BDC mergers, liquidations, or exits this year. 

But we remain optimistic on BDCs and private credit overall. Remember: registered-fund 

(closed-end/BDC/interval) exposure represents only a modest share of the total private 

credit market — estimates vary widely, with some putting registered-fund access at 

somewhere around 10–15% of the broader private credit opportunity set, versus non-

registered access available to institutional investors, endowments, and other private 

allocators. Private credit itself continues to evolve, expanding from traditional direct 

lending into newer areas like asset-based financing. Whether that's a positive or a risk 

depends on your own view, but we do expect continued structural growth in BDCs 

simply because the asset class keeps evolving. Nobody enjoys tough periods, but without 
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them, you can't really tell who's doing a good job — everyone makes money in a strong 

bull market with low rates and low credit risk. Right now we're learning which managers 

— interval fund, BDC, or taxable bond fund alike — are genuinely skilled. 

Looking at the broader trend: total assets across these structures are still growing overall 

— the only metric that's ticked down is fund count, with three fewer BDCs than at the 

end of the first quarter, though the asset growth rate remains impressive. We're now 

more than double where we were five years ago in BDC assets, up about 50% in tender-

offer fund assets, and nearly double in interval fund assets — every one of these 

categories now exceeds $100 billion, which is hard to ignore. 

Here's a more visually organized slide to help you see where assets and fund counts sit 

across direct lending, tender-offer funds, and interval funds — a good way to see where 

there's genuine product depth and where assets are concentrated. These figures move 

fairly actively, and we update them more frequently than quarterly for our consulting 

work — it's been interesting to watch some flattening in global credit strategies (among 

the larger, more established categories) alongside a lot of "middling" activity in mid-sized 

interval fund sectors as that part of the structure continues to evolve. 

Looking at sponsors overall — assets and fund counts across the full non-listed fund 

universe — this is where we spend a lot of time thinking about the future and how we 

build portfolios. 

[A question came in from a listener, Neil, about Bluerock.] 

 

Section 17: Live Q&A — Bluerock, Seasonality & Munis 

[1:31:14] 

So, yes — we're optimistic on Bluerock [BPRE], but it's a two-part answer. First, the fund 

needs to keep delivering good economic performance at the asset-value level and 

maintain the high level of transparency and data reporting they've provided investors so 

far. Second, the discount should heal over time as the broader sector heals and the 

shareholder base stabilizes. If that doesn't happen, it becomes a more complicated 
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holding than a typical REIT-style portfolio. Given how aggressive Saba Capital has been 

in this space, I've actually told our contacts at Bluerock that they should probably be in 

dialogue with Saba proactively now — Saba tends to build positions tactically, the way 

they've done with names like FSSL and FSCO — so it's worth Bluerock staying aware of 

Saba's ownership and keeping an open line of communication. 

[A question came in from a listener, Jaden, about seasonality in discount levels around June.] 

I wouldn't say there's a strong seasonal pattern specifically around June — I'd have to 

pull that data more precisely. Generally, we think of seasonality as running from around 

November 15th through year-end as a discount low point, and January 1st through mid-

February as a relatively high point. If someone's claiming there's typically a discount 

pullback in June specifically, I'd want to check that against our monthly average-discount 

data — my sense is June tends to run about average, maybe on the better half of the 

distribution historically, but it's not generally a period of broad discount widening. 

There's an old market adage, "sell in May and go away” but that clearly wasn't the right 

call this particular June, which was actually a solid month for the sectors we track. 

Now let's go through the questions submitted ahead of time — I had some help 

prioritizing them, and I'll cover the ones I haven't already addressed. 

On where we see the most attractive Muni opportunities: I'd say identify the duration 

range that fits your rate outlook, then look for funds trading at reasonable discounts 

within that range, and be patient — combining the right duration positioning with the 

right discount opportunity should be a useful and, frankly, necessary approach in a 

sector that has broadly outperformed over the last three and six months. 

On single-state versus national Muni funds from a credit-risk perspective: technically, a 

single-state fund is more geographically concentrated. For context, our highest single-

state allocation for a client is usually around 6%, and rarely above 4% on average. If 

you're a client of ours, your national Muni exposure might run 2.5% to 4.5%, depending 

on your tax bracket, with a similar range for state-specific funds — that helps take some 

idiosyncratic concentration risk off the table. That said, if you're going to hold a basket of 
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Muni bond funds and you live in a high-tax state like New York or California, it's hard to 

justify not owning state-specific funds if you're in a high bracket — just be thoughtful 

that you probably want exposure limited to your own state(s) rather than others. I don't 

see materially outsized extra risk simply from holding state-specific funds in general, 

though it can show up in a handful of funds that are more narrowly concentrated within 

a single state. 

On redemption differences between private/interval funds and semi-liquid BDCs versus 

publicly traded BDCs: the gating mechanism really is the key structural difference. We've 

written about this at length — follow me on LinkedIn if you don't already; I post articles, 

quick takes, and comments there regularly, and longer-form pieces go up on 

cefdata.com/press, along with any media where we're quoted. To be clear: gating in a 

non-listed structure isn't necessarily larger in magnitude than the discount widening you 

can see in a listed BDC — there's simply no discount mechanism at all in the private 

structure, since it doesn't trade. We think concerns about non-listed, semi-liquid 

structures have been considerably overstated. 

 

Section 18: Live Q&A — Public vs. Semi-Liquid BDCs & Tax Planning 

[1:35:20] 

We think concerns about declining yields and AI-related credit risk are significantly 

overdone. There are some lower-quality BDC managers out there, and some BDCs that 

likely won't have a great 2026 — but broadly, we think the sector shows a lot of 

encouraging early-stage improvement. 

On the structural and liquidity trade-offs of public BDCs — since they're exchange-

traded — a listener, Luke, asked about this. Luke, I'd say: you need to be able to tolerate 

market-price volatility to own exchange-listed BDCs. There are excellent semi-liquid, 

non-traded interval funds that give you private-credit exposure without the discount 

volatility that comes with a listed structure. Right now those semi-liquid structures are 

trading relatively wide, which is a general tailwind if you're entering now — but if you 

bought in a year or so ago, it's been a difficult stretch; that segment of BDCs generally 
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peaked around February 2025, so if you bought in around January or February of last 

year, it's genuinely been hard to love that structure over the past year-plus. Still, I'd argue 

the ability to step into that volatility, when it's attractive, is precisely the benefit that 

structure offers. 

On taxable bond fund questions, specifically around return of capital — Kelly and 

Benjamin both asked about this, and we touched on it briefly earlier. Return of capital 

won't show up in every fund, but you should expect to see it somewhere in a diversified 

basket of closed-end funds at this stage of the market. The key is managing it at the 

analysis level: think carefully about cost-basis step-downs and how they can pull 

forward a short-term gain before you reach long-term treatment, if that matters for your 

tax situation. Generally, if a sale would fall within 60 days of reaching long-term 

treatment, we'll typically hold the position a bit longer to get that more favorable tax 

treatment — particularly important for taxable accounts in higher brackets, though even 

in a qualified account (where you're not capturing the benefit of tax-advantaged 

distributions directly), it's still worth recognizing. As a rule of thumb: if you have a $1 

million closed-end fund portfolio generating roughly $100,000 a year in distributions, in a 

diversified approach you're probably comfortable spending around 8% and reinvesting 

the remaining 1.5–2%, depending on your specific asset allocation. Skipping that 

reinvestment discipline undercuts the whole rationale for choosing a closed-end fund 

portfolio over something like an annuity — where the insurance company takes on the 

risk in exchange for a lower guaranteed yield. That's not to say annuities are bad; they're 

just not typically our preference, since we favor actively trading closed-end funds and 

BDCs. Being an income investor in closed-end funds sits at the other end of that risk 

spectrum — you take on more of the risk yourself, and you need a durable plan for 

managing the capital base over what could be a 10-, 15-, or 25-year retirement, especially 

since many retirees live longer in retirement than they worked, which is a major driver of 

both the challenges and opportunities in retirement income product design. 

On underlying asset-quality analysis for equity closed-end funds: we look at geographic 

focus (U.S., global, emerging, developed), NAV performance before and after fees, NAV 

volatility, and beta relative to the S&P 500 to understand how the portfolio actually 
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behaves. Some equity funds carry light leverage — for example, a value-stock fund with 

modest leverage effectively becomes a somewhat more volatile version of a traditionally 

lower-volatility strategy, which may or may not fit your goals. 

 

Section 19: Live Q&A — Position Sizing, Duration & Institutional 

Demand 

[1:39:16] 

We spend a lot of time on individual holdings — looking through the sector-level 

analysis to the actual portfolio composition on the equity side. But you also really need to 

understand each fund's governance and the likelihood of specific corporate actions, since 

those outcomes matter a great deal — and I'm assuming nobody on this call is putting 

50% of a portfolio into a single fund. We tend to target 2% to 4% position sizes, lighter for 

BDCs and lighter still for single-state muni funds. Occasionally, after a merger, we'll end 

up with a client holding around 10% in a combined muni position — which we don't 

love, but we hold it anyway because unwinding it would trigger a real taxable gain, and 

the discount is only moderate, so we're waiting for either outperformance or another 

opportunity to neutralize the tax cost before trimming that concentration risk. 

The core question is always: how do we manage that? We look at portfolio-level data, 

holding-level data, and we never lose sight of the event-driven nature of closed-end 

funds — seasonality, activism (both offensive and defensive), and how funds react to it. 

You have to factor in your own tax situation, whether you're in a 10% or 50% bracket — 

that changes the analysis meaningfully. You also need to think about duration exposure 

as you build the fixed-income side of a portfolio: if a typical bond-index duration is 5.5 to 

6 years, and you're building that exposure through closed-end funds, you'll likely need to 

blend senior loan funds with munis to land in that range. You have to decide whether 

you're comfortable running duration above or below a standard index — trading off 

more credit risk against more interest-rate sensitivity — and that's a decision tree that's 

genuinely different for every investor. 
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[A question came in about institutional demand for semi-liquid interval fund structures.] 

I'd say there's more seed capital flowing into these interval funds now, and more interest 

from investors who also want to be true partners — family offices and ultra-high-net-

worth investors who like the asset class have shown a lot of growth in this area over the 

last two years. Remember: a registered closed-end fund wrapper around a semi-liquid 

BDC strategy is generally lower-cost and more transparent than buying the equivalent 

private fund directly — the hedge fund or endowment-style version — which isn't the 

right fit for everyone, but some investors may get better terms at that institutional level. 

We've also seen more interest from quantitative investors historically focused on 

traditional closed-end funds who are now adding BDC data to their models, looking to 

capture deep discount dislocations, which requires the kind of granular portfolio, 

leverage, and expense-ratio data we collect. And generally, we've seen more interest from 

investors who haven't historically used closed-end funds at all, now exploring event-

driven strategies for their family office or fund — and roughly half of that new interest 

wants BDC exposure, half doesn't. 

 

Section 20: Closing Q&A — BDC Outlook & the Saba Ruling's Impact on 

Activism 

[1:42:51] 

If you're skilled at manager analysis, comfortable as an active trader, and able to work 

through data, it's hard not to add listed BDCs right now — historically, when the sector 

has looked ugly and sentiment has turned negative, that's set up strong forward returns. 

As an example, we recently did a 24-month unit investment trust (UIT) offering focused 

on BDCs that listed just a couple of weeks ago — I can't guarantee the future, but based 

on historical recoveries from similarly extreme discount levels, I'd expect that to be a 

good 24-month holding period for those investors. 

[A more general question came in from Daniel, Chris, and Scott T. about how to interpret the 

Supreme Court's Saba ruling for activism and board dynamics going forward.] 



48 | P a g e  
 

I think activism will still happen, but it's going to require more capital and effort than 

simply winning on summary judgment. We covered this in depth on our podcast with 

one of our partners at Simpson Thacher — if you haven't found that episode, I'd 

recommend it; our guest, an experienced '40 Act attorney, does a great job making a 

Supreme Court ruling genuinely interesting. We also had Axel Merk on the podcast 

around July 1st to talk about ASA Gold and Precious Metals, since Merk is no longer 

running that fund — he was able to speak more candidly about what it's like to be a fund 

sponsor navigating activism than some of the larger sponsors typically can, since his 

board and counsel seem to give him a bit more latitude. Those conversations are worth 

digging into if you want to understand where things are heading. 

Broadly, this ruling probably means somewhat less aggressive activism next year and the 

year after — it becomes easier for fund sponsors' leadership teams to manage the risk of 

losing control of a fund quickly, without the threat of a Section 47(b) rescission suit 

hanging over them. That said, it does put more pressure on the SEC to step up its 

oversight on behalf of retail investors and the advisors who use these funds for clients — 

and it also, in my opinion, increases the importance of strong independent board 

members. In general, BDCs tend to have stronger independent boards than most 

traditional closed-end funds in the U.S. I'd love to see the leading closed-end fund 

sponsors push for more diverse, more actively engaged independent boards, because if 

you think about the purpose of the '40 Act and the broader U.S. regulatory framework — 

assuming the SEC is doing its job, which isn't always guaranteed — independent 

oversight really is a meaningful safeguard. Independent board members should be 

willing to have uncomfortable conversations when the data from an annual review or 

board meeting doesn't look good, and some sponsors clearly respond to that more 

actively than others. 

So generally, I'd expect discounts to narrow a bit more slowly given somewhat lighter 

activism pressure than we've seen in recent years — though I don't think quieter, longer-

term engaged investors (who we wouldn't necessarily classify as "activists") are any less 

involved with their larger positions. On that spectrum, I don't think Karpus Investment 

Management, or Saba for that matter, necessarily fits neatly into "pure activist" — they 
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likely sit somewhere in between, being fairly pro-structure overall. We've had Bryce Doty 

on the podcast as well, sharing his own perspective on the closed-end fund space. 

That's a lot of ground covered — I'm sure I missed a few things. When we write the 

follow-up article, I'll go back through all of the submitted questions to make sure 

anything we didn't get to on this call gets addressed there. Hopefully you liked the new 

slide design — we worked hard to make it more visually clear, especially in how it 

illustrates the portfolios we actually run for clients. 

 

Section 21: Closing Remarks 

[1:46:45] 

We'd love to talk with you about our data, your investments, or your retired clients, and 

how we can support you at CEF Advisors. This session is intended to qualify for 1.5 CFP 

continuing education credit hours, if that applies to you — and to be clear, this isn't a 

product pitch; hopefully it's useful perspective. 

Fifty-nine quarters in, I'm sure there's always room to do this better, but my team — 

especially Dan Silver — would tell you I've gotten noticeably better at this over the last 

five years, thanks to his help with the slides and thanks to the great questions from an 

engaged audience. I try to keep this to around 90 minutes, which is already quite long. 

Thank you again so much for your time. Good luck in the third quarter. We'll be posting 

updates on LinkedIn and on CEF Data — feel free to reach out to us there. If you're a 

client and want more information, let's set up a call soon to go over your portfolio and 

how we can be a long-term partner for your needs. 

Be well. Good luck. Thank you for your time. 

 
— Transcribed by Otter.ai; edited by Perplexity Computer for accuracy and readability. 
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About CEF Advisors 

CEF Advisors (Closed-End Fund Advisors, Inc.) is an SEC-registered, fee-based investment advisory firm 
founded in 1989 and headquartered in Richmond, Virginia. With over 35 years in the space, the firm is one 
of the longest-tenured specialists in closed-end funds (CEFs), business development companies (BDCs), 
interval funds, and tender-offer funds in the United States. 

John Cole Scott is President and Chief Investment Officer of CEF Advisors, a second-generation leader who 
has spent his career focused exclusively on the CEF, BDC, and interval fund universe. He is also the 
founder of CEFData.com, the firm's proprietary data and research platform, and founder and Executive 
Chairman of the Active Investment Company Alliance (AICA), an industry trade group supporting the 
CEF, BDC, and interval fund ecosystem. 

What we do: 

 Portfolio management — discretionary, income-oriented separately managed account (SMA) 
strategies built from CEFs, BDCs, and interval funds for high-net-worth individuals, families, and 
institutions, subject to a household investment minimum. 

 Proprietary research and data — CEFData®, a comprehensive platform covering the full listed and 
non-listed CEF, BDC, and interval fund universe, plus a News and SEC Filing Alert service. 

 Consulting — fractional CEF/BDC analyst support for institutions, advisors, or fund sponsors, 
one-time or ongoing. 

 Education and thought leadership — quarterly index and outlook reports (like the material 
behind this call), articles, and podcast/video appearances, including the NAVigator Podcast. 

Who we help: individual investors and families seeking income-oriented portfolios, as well as financial 
advisors and institutions who want specialized CEF/BDC/interval fund expertise, data, or fractional 
analyst support without building that capability in-house. 
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Firm and conflicts disclosure: CEF Advisors, Inc. is an SEC-registered investment adviser; registration does not 
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firm's Form ADV Part 2 at cefadvisors.com or upon request for more on services, fees, and conflicts. 
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