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Can CEFs Help Build a 6%+
Tax-Free Yielding Portfolio?*

Active Management with Repeatable Inefficiencies

7204 Glen Forest Drive, Suite #105
Richmond, Virginia 23226 USA

(800) 356-3508 / (804) 288-2482
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What Is CEF Advisors?

Investment Management, Research & Data
Independent, Fee Only & Family Owned i
“Scott Letter: Closed-End Fund Report’
Discretionary Portfolio Management
Daily CEF News Alert System

Weekly “CEFA’s Closed-End Fund Universe” Report

Monthly “Best Ideas” CEF List, Hourly & Project-Based
CEF Consulting Work

Founder: “CEF Network” on LinkedIN

Founded in 1989
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What Are Closed-End Funds?

Closed-end funds (CEFs) are in their
basic sense:

1) Fixed Amounts of Capital without Redemption
Pressures for Portfolio Manager(s)

2) Actively Managed 40 Act Investments
3) Publically Listed with Daily Investor Liquidity

4) Inefficient and Volatile by Nature with
Exploitable Alpha due to Liquidity Issues

59  Often Out-of-Sync with Peer Funds and May
Exhibit Price Swings Over Time

6) Primarily Yield Oriented, Total Return Vehicles
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Closed-End vs. Open-End Mutual, Exchange Traded

Funds, Unit Investment Trusts and Individual Bonds

Discount | Trading Capitalization RECIE e Leverage Active Expe_nse
Pressure Management Ratios
Fixed at IPO* None, can Often
CEEs Yes Intraday (except DRIPs make pure Yes, i1_‘ the Yes lower than MF
Righ P q ' investment fund wishes peers. Includes
ights, tender) decisions leverage cost
Creation Unit Only w/ Tends to be
*
ETFs No Intraday Redemption ves derivatives Some lowest
Open- After 4pm Yes, can force Can be higher,
End NoO ost Constant manager to No* Yes many have
PO in and out flow make buy/sell load fees and
trading -

Funds decisions 12b1 fees.
. Terms 1+to 5 Load Upfront

UITs No No Fixed years No No 1% 10 4%

Indv _ Wide B/A

Vs. Par Intraday Indv Security N/A No No Spreads 0.5% to

Bond 1% per trade
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Who Invests in CEFs?

Investment Company Number of US Percentage of US
Households Households

Open-End Funds 46.2 Million 39.4%
Exchange Traded Funds 3.3 Million 2.8%
Closed-End Funds 2.1 Million 1.8%
All Mutual Funds 51.6 Million 44%
Total US Households 117.3M 100%

_ All US Households | Closed-End Fund Mutual Fund

Ave Age of Head

Income $49,8OO $1 18,000 $80,000
Assets $75,000 $500,000 $200,000
Four Year Degree 31% 63% 46%
Retired 29% 55% 25%
Source ICl, 2012 Investment Company Fact Book e N
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Closed-End Fund
Discounts / Premiums

» CEFs are often known for their ‘infamous’
discounts. The discount is the feature built into
CEFs that makes them unique & potentially quite

lucrative.

» We believe that CEFs historically trade at discounts
because they can, and you have to price this into
the value of the fund.

~ SHARE PRICE
—— NET ASSET VALUE

PREMIUM

DISCOUNT

value in §

time
Pl




Impact of Fund Leverage
Municipal (Tax-Free) Bond Funds
Average: 5.5% Average: 4.0 %

Leveraged NAV Yield Unleveraged
6.0% 5.40% °60% 5400 5.50%

4.20%  4.00%

4.0% -
2.0%
0.0% -
| BNP| BNPM BNMO BNXZ BMTT BNIM BNXP B NXR |
Credit Quality ranges from A to AAA. *Currently leverage is giving these example muni CEFs an

average of 7.5% higher distribution yield.

Source: CEFA’s Closed-End Fund Universe, September 5, 2014

Past performance is not indicative of future results. This presentation is not
intended as an offer to sell any of the funds shown. Rather, funds shown are
for illustrative purposes only. P,
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Discount Yield Benefit

Advantage of Paying “90 cents for $1.00 of Assets”

Example: EV MI Muni Incm Tr (NYSE: EMI)

NAV and Market Price Yield for EMI
6.0%
5 0% Discount Yield Benefit = 0.8%
4.0%
Market Price: $12.48
3.0%
NAV: $14.43
2.0% Discount: -13.51%
1.0%
As of September 5, 2014
0.0%
o VYield on NAV  BYield on Market Price
Source: CEFA’s Closed-End Fund Universe

Past performance is not indicative of future results. This presentation is not
intended as an offer to sell any of the funds shown. Rather, funds shown are for
illustrative purposes only. ,‘(‘\
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Suggested CEF Investment Philosophy

CEF Investing is a Blend of Income & Contrarian Investment Opportunities

Questions to Ask:

What has Been Normal for the Fund; Historically or vs. its Peers?

Is the CEF Over, Under or Fairly Valued?

Is the Dividend Level Sustainable and Reasonable for the Sector?

Has the Manager Achieved Good Net Asset Value (NAV) Performance?

Ul DN W N —

Is the Fund Earning its Dividend Rate? Is the Data Stale?

Is it Reducing its UNII Balance or Adding to It?
What is its Leverage Adjusted Duration and Maturity?
Which States is the Fund Exposed To, & Credit Quality?

Cost & Amount of Leverage, Liquidity and AMT% Exposure?

NAV Mkt Pr Mkt Pr 5t Dev | Discount
5t Dewv 5t Dewv Increase 9% 5t Dewv
Equity CEFs 11.7 13.9 15.8 2.0
Bond CEFs 3.9 9.6 146.2 1.7

Data as of September 5, 2014 from CEF Universe Data
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Municipal Bond Closed-End Fund Universe

National |Single State
Muni Funds Muni Funds

MNumber of Funds

Net Assets (Total) $47,574 $13,T46 $66,32ﬂ
Net Assets 5457 $£202 £337
Earnings Coverage Ratio % 082 980 981
Premium / Discount % -6.94 -7.42 -7.16
Total Mkt Yield % 6.05 5.55 5281
Leverage Adj NAV Yield % 428 383 407
NAV Volatility 371 3.55 363
Leverage % 317 336 326
Leverage Cost % 043 0.56 049
Duration 978 g.60 a70
Insured % 222 271 245
Investment Grade % a7 92 89
Credit Quality A A A

Municipal Bonds - Discount / Premium

m Under -10%

= -7.5% to -10%
5% to-7.5%
-2.5% to-5%
-2.5% to 0%
0% to +2.5%

m2.5%to 5%

m Over 5%

-12%

All Muni Bend Groups - Average CEF Discount
May 11,2012 -September 05, 2014

Nat Muni Bord Stats MUNiBond el MuniSond

az- Q- Qs Qi az- Q- Q4 Ql- az-
Wiz Wiz iz 1= Wiz miz mWiz ke 014

o311z 02111z 1111717 Ozf1yyaiz asf1y/12 0211112 1113712 OZf11/1s 23/11/14 o2 f1L1s

Municipal Bonds Volatility: Price vs NAV

= NAV Volatility  m Price Volatily

Price Volatily 9.9

NAV Volatility 3.6

Data as of September 5, 2014 from CEFA’s Universe Data
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Municipal Bond Closed-End Fund Universe

Municipal Bonds - CurrentYield All Muni Bond Groups - Earnings Coverage Ratio
May 11,2012 - September 05,2014
az- aqsz- L= ai1- az- aqsz- 4~ ai1- Qz-
- ik ik risk 3 013 2013 013 01z 014 01l
m 7%+
1 6.5%-7%
108 %
6%-6.5% ; ! |
- 5.5%-6% wo% | i i : : i
— E : : MM
- 45%-5% =1 ! ! ! ! ! ! ! ! !
® Under 4.5% ! i i i i i i i i i
e T L U I A A N A
o | ! ! ! ! ! ! ! | !
03 /11712 08/11/12 1111712 0zf11/12 o3/13/13 08/13/13 1111713 0z/11/14 03,1114 08/11/14
All Muni Bond Groups - Relative UNII Municipal Bonds_ Daily Liquidity
May 11, 2012 - September 05, 2014
e Wit NI B0 State huniBond e 21| W1 B 01
oz Q3 o4 Q1 oz Qz o4
W1z w01z W1z 01z i1z 01z Wiz

0%
= Over S2MM

% = SIMM - $2MM

0% S750L-51MM

' 4500-$750K

5%

$350-$500K

i i
i } i
1 r I 1
1 1 ] 1
i i i i
i i i i v
i i i i i
w0 i i i i i  $150K - 3350
i i i i | i
1 1 ] 1 ] 1
i i i i i i
i i | i | i w Under $150K
3% T T T T T T
i i i i i i
i i i i i i
i i i i i i
i i i i i i
a% + + + + + £
i i | i | i
i i i i i i
i i i i i i
i i i i i i
- : : : : . :

asf11faz osj11i1z 1111017 azfifas [-YeETE S oEf11faE 111012 ozj11i1e os/11/14 o2 /1118

Data as of September 5, 2014 from CEFA’s Universe Data CL;S;;_END.FUND
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Tax Equivalent Yield Comparison
Married Couple with W-2 Income of $1TMM+

W Federal TEY © NYC RBesidentsTEY ™ Yield

14.00% -

120020

10 449; 10.64%

1000

800

G003

4 D%

2 00

0.00%
MUB (ETF Fund) Mk Mat Muni (Tax Free) Mat Muni (Tax Free) MNat Muni(Tax Free) Mk
Yield Lewv Adj MNAY Yield MAY Yield Yield

<
National Municipal Data from CEFU Report Dated September 5, 2014 =3 ‘\
MUB Market Yield as of September 4, 2014, closing price. P




Municipal Bond CEF Inefficiency
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Premium/Discount Information

m Premium / Discount

10.00
8. 00
G.00
4. 00 -
. 200
=
= 0,00 TS I A T T T T T T T P T P T A P F e P T A T T e
— =] [ — -~ L | L | o L]
ax x b = = - ~ O -
S 200 & = = = - = = =
dﬂf o = = [ (5] = =
-4 00
-6 00 -
R
Source: https://cefanalyzer.com/treemap, CEF Connect A ‘
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Data Highlights for Muni CEFs

CEF Based Data

14

Current Discount
Historical Discounts for Fund
Peer Discounts

UNIl & Trend & Date
Earnings Coverage

Lev Adj NAYV Yield

Earnings & AMT Eq Yield
Leverage Type and Cost
Liquidity and Correlation
Short Interest

Activist Holders & Trends
NAV and Mkt Pr Correlation

Fundamental “Bond Data”

= NAV Total Return

= Duration & Maturity

= Credit Quality and State
Exposures

Percent Insured Bonds

Call Risk

Avg Pr per Bond and Coupon
Percent Zeros



Dividend Levels of Municipal Funds
from September 1, 2013 through August 31, 2014

Number of funds

140

1200

100

80 - Average Dividend
Increase

2 g Average Dividend
Decrease

a0 4

I e

Mamtamed Dividend Decreﬂsed Dividend Increased Dividend

Source: Fund Press Releases

3.72%

-7.21%

P N
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CEFA’s Managed Municipal Bond Portfolio (vational)

Investment Mandate: To manage a diversified portfolio comprised of eight to twelve
municipal closed-end bond funds gaining exposure to top managers and seeking high
tax—-equivalent vyield for high
expertise seeks to help reduce the risk of dividend cuts, manage duration and credit risk
and attempt to maximize the underlying performance of the municipal bond exposure.

Avg Fund's Data

Percentage %

Disc/Prem 6.6%
Market Price Yield 6.5%
Earnings Coverage 100.3%
Lev Adjusted NAV Yield 4.4%
NAV Volatility 3.9
Leverage 3I7. 2%
Leverage Cost 0.49%
Duration (Lev Adj) 10.5
Insured Bond 20.1%
Credit Quality A
Investment Grade 83.7%

Top Five 5State Exposure

California 13.78%
Illinois 9.21%
Texas 8.91%

New York 1.07%
Florida 5.74%

income couples. CEFA’s research and management

Portfolio Allocation by Fund Classification

Information shown above is from CEFA’s current hypothetical portfolio
model and does not yet have assets managed in the strategy. Data is from f‘-’.\
CEFA’s Closed-End Fund Universe dated September 5, 2014. Crosen-ENp FUND
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Sponsor/Manager Diversification, Fee Schedule and
Tax Equivalent Yield Comparison (National)

Federal &

Current Portfolio Fund

Federal NYC

Sponsors Married Couple Marai Federal NY/NYC .
ginal . Residents
BlackRock W-2 Income Tax Bracket TEY Marginal Tax TEY
Bracket
Invesco
$250K+ 33% 9.64% 43.65% 9. 77%
Nuveen
Allianz $500K+ 41.50% 11.04% h2.60% 11.23%
N York Life $1MM+ 42 45% 11.23% h3.55% 11.42%
v Tork & $2.5MM+ 43.02% | 11.34% 54 12% 11.63%
Fee Schedule (Annual) $5MM+ 43.21% 11.38% h4.31% 11.57%
Accounts Size $1,500,000 . . . .
to $3,000,000 e All data is based on the portfolio’s current market price yield of 6.46%, 7. 1% NY
Accounts over $3,000,000 0.39% State exposure and 92.9% non-NY. Federal Marginal Tax Bracket includes the
: federal marginal braket and appropriated pro-rated 3.8% tax on income or N
Min Quarterly Fee §1875 over 5250

For portfolio model allocations, we will generally have one CEF per allocation. Tax Equivalent Yield (TEY) assumptions: married
couple with W-2 earned income. For the Federal Only TEY calculations, we used the highest Federal Income Brackets 33% and
39.6%, and the proportional 3.8% surtax on modified adjusted gross income or net investment income in excess of $250K.
Non-tax related data is from CEFA’s Universe Reports dated 09/05/2014. Tax related data is from IRS.gov and the New York
State and New York City Revenue Department websites. It should be noted that we have reduced our normal fee schedule for
this model and increased our minimum account size. The reason is due to total return expectations for a municipal bond only

portfolio being lower than CEFA’s generally more equity based strategies. An investment in the portfolio model may result in a
loss.

.
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CEFs in a Rising
Rate Environment

From March 1, 2004 to September 28, 2007 30-day Libor rose from
1.0973% to 5.4927% (a 4.40% increase) over a period of 43 months.
Below shows how the major CEF groups did on average by both market
price total return and the percentage change in yield (cents per share).

S&PS00 TR

Barclays Global Agg.

Bond Index

Barclays Municipal
Bond Index

+42.3

3% TR

+16.96% TR

+13.26% TR

A F
4 | AvsTotal | % Funds | V8 %fii’
roup/Sector Return
< CEFs h.mp:n .;.vl{l::ff Change Dividend
- % Changes
BEE S 30 +37.7" 3.3% +100.2%* 63.3%
Funds
e RS 39 +133.0% 2.6% +681.2%* 46.2%
Equity Funds
Specialty
~pecia ty 34 +30.6% 11.8% +5.65 79.4%
Equity Funds
Taxable B
axable Bond 95 +19.3% 4.2% 2.06% 81.1%
Funds
MNational
Municipal 59 +17.1% 2.3% -158.91% a96.7%
Bond Funds
State Focused
Muni Bond 03 +12.92% 12.4% -15.70 100%
Funds
Debt-Focused T T o o o
BDC Funds 5 +31.94% 0.0% +4 42 % 100%
Average
Traditional 361 +28.48% 6.4%0 -2.50% 97.2%
CEF

Disclosures: Avg. Yield change is expressed in
percentage terms. If the yield went from 8% to
7% the calculation would be -12.5%, not -1%.
Also the column that shows the percentages of
funds with dividend changes includes funds
with increases, and is meant to help show
which areas of the CEF universe are likely to
have a higher number of funds that change
their distribution policies.

Index Data from Thompson Reuters. CEF data
from CEF Universe Data and Yahoo Finance.
Over the 43 month period, US CEFs went from
yields of 6. 1% yields to 8.1% and Non-US CEFs
went from yields of 4.9% to 6.1%. Many of the
dividends came as semi-annual or annual
dividends and were driven by pass through
capital gains vs. income to maintain the tax-
beneficial status for the fund itself.

Past performance is not indicative of future
results.
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. Buying a CEF on the IPO

. Only buying a CEF at a discount
. Only buying a CEF because of yield !
. Buying a selection of CEFs and

Common CEF Mistakes

hOldIng them “forever (not swapping funds over time) — -.._ :
‘I have lost so much, | just want to get back to even”
“I have made so much | am happy with whatever

)
happe NnsS ... (1 don’t care if | lose 10-15% b/c | am up 70%)

. Unknowingly buying a CEF at a high premium or high

relative premium

K

36 )
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In Summary:
Why We Like Closed-End Funds For Munis

» Total Return (Yield Driven)

» Diversification

» Professional Management s+ managers)
» Leverage Used by Fund

» Leverage of The Discount

» Control: Limit & Stop Orders

» Fixed Capitalization: No Redemption Pressures

» Capitalize on Market Inefficiencies

» Little Institutional Ownership / Mostly Retail % for Muni’s)

» Investors can’t use margin on Muni income and keep tax
benefits. Avg CEF leverage cost inferred at 1.43%.

(According to our CEF Universe data from Sept 5, 2014)

What gff 1 Supposed
to gplith oll of this
i mation?

g,

é "
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Review

» CEFs allow you to en
underlying municipa

nanced the yield on
securities.

» Due to discounts anc
potentially get above

» You can hire CEFA as

leverage you can
9% tax equivalent yields for

nigh income couples.

d Manager, buy access to

our data, news or Best Ideas List, or do it

yourself.

» Why not build a portfolio with better than peer-
average: discounts, yield, duration, earnings
coverage, investment grade percentages?

g
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CEFA’s Investment Philosophy

‘ Buy at a

Discount “

‘ Actively
Allocations Monitor Funds

|’ CEF Manager ( Track Relative \

Analysis & Results | Value / Swap

2 Funds

'\,‘]-; y
l Sell at Premium \

Anticipate ”
or Set Stops "
\ When to ,
Raise Cash?

Adjust Portfolio

Dividend Changes

e
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ADVISORS

“ab



Closed-End Fund Advisors (CEFA):

1) Has the Experience and Resources to be Successful
in CEF Research and Trading for 25+ years.

2)  Nimble Enough to be Tactical with AUM of
$105+MM

3) Portfolio Manager with 13+ years experience at the
firm and under 40 years old.

4)  One of the Few CEF Specialty Firms; the Only One,
to our knowledge, with Self Sourced
Comprehensive Data & Research Services.

5)  Blends Fundamental Market & Economic Research
with Data Driven Analysis.

6)  Adjusts Model Allocations and Fund Exposure

Based on Active On-Going Research.

K
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For Your Information
Free CEF Resources

The Closed-End Fund Association: www.Closed-EndFunds.com
CEF Connect (Nuveen Sponsored): www.CEFconnect.com
Morningtar's CEF Site:
http://www.morningstar.com/Cover/CEF-Closed-End-Funds.aspx
CEF Analyzer: http://CEFanalyzer.com

Investment Company Institute: http://www.ici.org/research#fact_books
CEFNetwork (Pristine Advisers): www.CEFnetwork.com

CEF Insight (Activist Info from AST Fund Solutions): www.cefinsight.com
Capital Link's CEF Portal: http://cef.capitallink.com/

Morningstar Discussion Board (78K+ posts since 1998):
http://socialize.morningstar.com/NewSocialize/forums/100000006.aspx
The CEF Network on LinkedIN (1225+ Members): www.CEF-Network.com
Seeking Alpha: http://seekingalpha.com/articles?filters=closed-end-funds

More Useful Links at: www.cefadvisors.com/investRes.html

.
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Appendix 1: Portfolio Manager Bios

George Cole Scott
Sr. Portfolio Manager, President of Closed-End Fund Advisors

George’s investment career started in 1969 when he joined a regional brokerage firm after a career as a
journalist. In 1976 he helped a client buy control of a deeply discounted CEF which became Bergstrom
Capital (AMEX: BEM). He served on the board of the fund for 27 years. In 1987 he founded 7he Scott Letter:
Closed-End Fund Report which was a well regarded print newsletter ending the publication when he became
a shareholder of CEF Advisors in 1996. In 1991 he co-authored the only hardback book on CEFs with a
finance professor. He is a graduate of The University of Washington, holds the FINRA 66 License and is a
long time member of The CFA Society and CFA Virginia. He has been widely published and interviewed. He
has also worked with various closed-end funds on a consulting basis. George is one of a few CEF specialists
with more than four decades of CEF experience .

John Cole Scott, crs
Portfolio Manager, Executive VP of Closed-End Fund Advisors

John has worked at the firm since 2001. He sits on the firm’s investment committee and holds the FINRA 66
License and the Certified Fund Specialist designation (CFS). He is a graduate of The College of William and
Mary and has been quoted widely in the financial press and presented at conferences and for investment
groups on more than 30 occasions. In 2008 John founded CEFA’s Closed-End Fund Universe, a
comprehensive weekly data service now covering 165+ data points for the almost 600 traditional US listed
closed-end funds and 65+ data point on the 50+ business development company (BDC) CEFs. He also
founded and manages The CEF Network group on LinkedIn and is editor of the firm’s blog. John is a board
member of The Richmond Association for Business Economics (RABE), a member CFA Virginia and serves on
the Investment Committee for The New York State Society of The Cincinnati.

.
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Disclaimer

Important: The information in this presentation is not for general circulation and should not
be considered an offer, or solicitation, to deal in any of the mentioned funds. The
information is provided on a general basis for information purposes only, and is not to be
relied on as advice, as it does not take into account the investment objectives, financial
situation or particular needs of any specific investor.

Any research or analysis used to derive, or in relation to, the information herein has been
procured by Closed-End Fund Advisors (“CEFA”) for its own use, and may have been acted
on for its own purpose. The information herein, including any opinions or forecasts have
been obtained from or is based on sources believed by CEFA to be reliable, but CEFA does
not warrant the accuracy, adequacy or completeness of the same, and expressly disclaims
liability for any errors or omissions. As such, any person acting upon or in reliance of these
materials does so entirely at his or her own risk. Any Projections or other forward-looking
statements regarding future events or performance of countries, markets or companies are
not necessarily indicative of, and may differ from, actual events or results. No warranty
whatsoever is given and no liability whatsoever is accepted by CEFA or its affiliates, for an
loss, arising directly or indirectly, as a result of any action or omission made in reliance o
any information, opinion or projection made in this presentation.

The information herein shall not be disclosed, used or disseminated, in whole or part, and
shall not be reproduced, copied or made available to others without CEFA expressed written
permission. CEFA reserves the right to make changes and corrections to the information,
including any opinions or forecasts expressed herein at any time, without notice.

R
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THANK You!

A Closed-End Fund Advisors, Inc.
7204 Glen Forest Drive, Suite #105
Richmond, Virginia 23226 U.S.A.
Toll Free: (800) 356-3508 — Local: (804) 288-2482
www.CEFAdvisors.com - Info@cefadvisors.com
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