Investment Commentary as of September 2020

Closed-End Fund
Closed-end funds had a market-price return of 4.5% in the
third quarter as measured by the S-Network All Taxable exForeign plus Capped Muni CEF Index.1 Year to date, the
benchmark had a total return of –9.1% based on market
price. By comparison, the S&P 500 Index2 and the Barclays
Capital U.S. Aggregate Bond Index3 had total returns of 8.9%
and 0.6% for the quarter, and 5.6% and 6.8% for the year to
date, respectively.

Investment Review
Closed-end funds advanced in the third quarter as financial
markets continued to rally off of March lows. Some latequarter weakness aside, the period was positive for financial
assets amid optimism regarding COVID containment and the
prospect for wider business reopenings, additional fiscal
stimulus and a broader economic recovery. Risk appetite was
further fueled by continued central bank policy
accommodation, including the U.S. Federal Reserve's policy
shift, which could lead to interest rates remaining "lower for
longer."
The quarter saw a general widening in discounts to NAV,
notwithstanding a risk-tolerant environment. Discounts on both
equity and taxable fixed income closed-end funds modestly
widened in the period, to 7.2% and 5.1%, respectively, as
investors seemed hesitant to let market prices catch up with
NAVs. We believe this underscores the types of short-term
inefficiencies that can exist in the closed-end fund market,
which does not have arbitrage mechanisms to quickly close
valuation gaps.

and credit securities. We believe these offerings are fresh
evidence regarding investor comfort and interest in the
higher-income-producing closed-end fund structures.

Investment Outlook
Despite continuing uncertainties surrounding the full scope of
the economic impact of the coronavirus pandemic, we expect
economic growth to continue in most developed countries
going forward. The backdrop of continued global central bank
accommodation and fiscal deficit spending should be
supportive of improved CEF valuations for the foreseeable
future.
We believe the successful launch of two large closed-end
funds in the period is evidence of investor comfort and
interest in the higher-income-producing closed-end fund
structures. The path of the coronavirus's evolution, especially
coming into fall in the northern hemisphere, and the
forthcoming U.S. presidential election will be key factors
shaping asset class performance in the balance of the year.
We will continue to seek opportunities created by any market
volatility in reaction to developments on these and other
macro fronts.

The equity category broadly rallied, with the notable exception
of MLP funds. Equity sectors mostly had gains in the mid/high
single digits. However, master limited partnership (MLP) funds
(–16.5% return on market price) tumbled amid an uncertain
outlook for commodity prices and as the underlying sector
contended with the shift from a growth to a maintenance
industry.
Convertible bond funds (7.8%) were top performers within
taxable fixed income due to their equity sensitivity. Bank loan
funds (7.7%) were also solid, as optimism about the effect
monetary easing would have on credit-sensitive securities
outweighed the prospect of limited earnings potential for the
group in a prolonged low-rate environment. Multi-sector funds
(7.3%), which take a flexible approach to investing in fixed
income segments, outperformed as well.
Successful closed-end fund new issuance underscored
investors' embrace of market positives. Following the launch
of a $750 million municipal bond closed-end fund in August,
the latest closed-end fund was successfully brought to market
in September: a $2.3 billion fund that invests in both stocks
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