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Strategy & Process

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

1)Fixed Amounts of Capital without 
Redemption Pressures
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
5)Often Out-of-Sync with Peer Funds 
and May Exhibit Price Swings Over 
Time
6)Primarily Yield Oriented, Total 
Return Vehicles

Closed-End Fund Advisors (CEFA): 

1)Has the Experience and Resources to be 
Successful in CEF Research and Trading 
2)Nimble Enough to be Tactical with AUM 
of $105MM
3)One of the Few CEF Specialty Firms; the 
Only One with Self Sourced 
Comprehensive Data & Research 
Services 
4)Blends Fundamental Market & 
Economic Research with Data Driven 
Analysis 
5)Adjusts Model Allocations and Fund 
Exposure Based on Active On-Going 
Research



CEF Heat Map
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Relative Discount

4

Relative Discount:The current discount/premium of a closed-ŜƴŘ ŦǳƴŘ ǾǎΦ ǘƘŜ ŦǳƴŘΩǎ 
historical discount/premium. This data point is intended to help identify relative value 
for the fund vs. the absolute value of the current discount/premium.

Templeton Emerging Markets Income Fund: NYSE: TEI

Chart Source: CEFconnect.com
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3Q 2014 Closed-End Fund
Dividend Increases vs. Decreases
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Source: Fund Press Releases

Dividend 
Announcement

Number of 
Announcements

Average 
Percentage Change

DividendMaintains 1222 (90%) N/A

Dividend Increases 55 (4%) +5.15%

Dividend Decreases 80 (6%) -5.89%

Under 5% Increase 38 (69%) +2.17%

Over 5% Increase 17 (31%) +11.82%

Under 5% Decrease 46 (57%) -2.70%

Over 5%Decrease 34 (43%) -10.21%

Note: We only counted monthly and quarterly paying Traditional  & BDC CEFs, which is a change from the previous 
ǉǳŀǊǘŜǊΩǎ ǘŀōƭŜǎΦ 



3Q 2014 Closed-End Fund
Dividend Increases vs. Decreases
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Source: Fund Press Releases
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CEFAs Investment Philosophy
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Buy at a 
Discount 

Actively Monitor 
Funds

Track Relative Value 
/ Swap Funds

Anticipate Dividend 
Changes  

When to Raise 
Cash?

Sell at Premium  
or Set Stops

CEF Manager 
Analysis & 

Results

Adjust Portfolio 
Allocations



Current CEFA Portfolio Objectives

Å Globally Diversified Growth (1/1999)

ï 84% equity, 16% bond: tactical and wide mandate w/  3%-4% est. yield   
Å Growth & Income (1/1999)

ï 68% equity, 30% bond: tactical and wide mandate w/ 4%-5% est. yield  
Å International Opportunity (11/2002)

ï Primarily equity oriented funds w/ little US exposure 2%-3% est. yield  
Å Hybrid Income (12/2006)

ï 70/30 split of above normal equity & bond income w/ 7.25%-8.75% est. yield  
Å Foundation/Balanced (10/2009)

ï 62/34 balance of equity & bond funds w/ 5%-6.75% est. yield  
Å Conservative Diversified (5/2009)

ï Primarily CEF-based with 38/20 balance of equity & bond funds.  36% Exposure to Non 
traditional equity/bond ETFs & OEFs to reduce portfolio volatility 

Å Special Situations (6/2013)

ï A focused portfolio of 4-6 CEFs looking for ideas in three areas: 1. Activist Involved Funds 2. 
{ŜǾŜǊŜ 5ƛǎŎƻǳƴǘ !ǊōƛǘǊŀƎŜ оΦ /9C!Ωǎ .Ŝǎǘ CǳƴŘŀƳŜƴǘŀƭ LŘŜŀǎ 

Å Managed Municipal Bond (8/2014)

ï Actively managed municipal bond portfolio comprising National and State funds. Constantly 
monitoring for diversified, high quality blended tax free yield while seeking to protect principal

Å Business Development Company (BDC)(12/2014)

ï A portfolio of BDCs balancing the goal for income stability or growth as well as a positive outlook 
to NAV and the funds market price. Yield is expected to be between 9.5% and 10.5% seeking 
growth of principal ahead of inflation. Note:BDC CEFs are generally more volatile  and act more 
independently vs. peer funds than traditional CEFs. 

Note: When the percentage allocations above do not add up to 100%, the 
balance is cash exposure for the portfolio model. (As of 9/30/14)



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 
CǳƴŘ !ŘǾƛǎƻǊǎ όά/9C!έύ ŦƻǊ ƛǘǎ ƻǿƴ ǳǎŜΣ ŀƴŘ Ƴŀȅ ƘŀǾŜ ōŜŜƴ ŀŎǘŜŘ ƻƴ ŦƻǊ ƛǘǎ ƻǿƴ ǇǳǊǇƻǎŜΦ ¢ƘŜ ƛƴŦƻǊƳŀǘƛƻƴ ƘŜǊŜƛƴΣ 
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 any loss, arising 
directly or indirectly, as a result of any action or omission made in reliance of 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. Data comes from our CEF Universe service dated October 31, 2014 unless otherwise noted. 
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What are Unit Investment Trusts?
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Definition

A Unit Investment Trust (ñUITò)invests in a fixed portfolio

of securities, typically for a predetermined period of time.

Rather than selecting from individual stocks and bonds,

Unit Investment Trust Portfolios allow individuals to invest

in a basket of securities with a single purchase. Each

portfolio is strategically designed to handle a specific set of

investment objectives and needs, keeping in mind risk,

income requirements, diversification and liquidity.

Features such as the definite life and fixed portfolio

differentiate UITs from mutual funds.

A Buy and Hold Strategy

UITs enable the individual investor to implement a

disciplined approach to investing. UITs are professionally

constructed, well positioned portfolios, which are

designed to be held over a fixed period of time. At

SmartTrust® we believe timing the market does not

produce the best returns. Instead we offer investment

opportunities that rely on a disciplined investment strategy.

We Strive for Excellence



Features of UITs
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Key Features

ÁDefined Portfolios - The investments that are held in UIT portfolios are not actively 

managed (though the underlying investments themselves may be).

ÁDefined Time Frame - UITs have a termination date. 

ÁDiversification - Because UIT portfolios can be diversified across many different 

investments they help implement an investing strategy that can be neatly summed up 

as "Don't put all your eggs in one basket." Spreading your investments across a wide 

range of companies and industry sectors can help lower your risk if a company or 

sector fails. Some investors find it easier to achieve diversification through ownership 

of UITs rather than through ownership of individual stocks or bonds.

ÁLiquidity - UITs can usually be redeemed on any business day at the market 

redemption price, which may be more or less than the original investment.

ÁEase of Holding - UITs allow investors to quickly own diversified, professionally 

constructed portfolios that match their investment strategy.

ÁEasy to Buy - UITs are purchased in a brokerage account, not by application. 

We Strive for Excellence



UIT Details
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Structure

A Unit investment Trust (UIT) is a fixed basket of securities with a defined 

termination date, generally 15 months or 2 years. UITs are fully transparent as all the 

holdings are listed in the Fact Card and may include securities such as common 

stock, preferred stock, bonds, closed-end funds, and exchange traded funds.  UITs 

may be purchased during the Primary Offering Period of a Trust (generally 3-6 

months) at the Current Offer Price.  UITs can be sold with a Series 6 or 7 License.

There are typically 4 available CUSIPs to purchase a series of a UIT:

1)Brokerage Account Cash Distributions

2)Brokerage Account Reinvest Distributions

3)Fee Based Account Cash Distributions

4)Fee Based Account Reinvest Distributions

Pricing

UITs are priced at the end of each trading day, similar to mutual funds, and the price 

is based on the value of the underlying securities (NAV).

We Strive for Excellence



UIT Details
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Liquidity

UITs can be sold at any time during the life of the Trust.  If the unit holder liquidates 

before the deferred sales charge is taken out, they will liquidate at the Net Asset Value 

(NAV) less the remaining deferred sales charge, which is known as the redemption 

price. Otherwise, UITs are liquidated at the NAV priced at the end of that trading day.

Sales Charge Example (2 Year Trust)

-Brokerage Accounts (<$50,000): 3.95% Sales Charge to the Client, 3.15% BD 

Concession (full BD Concession paid upfront). 1% Sales Charge up front and the 

remainder taken out of the Net Asset Value in 3 monthly installments, generally in 

months 4,5 and 6.

-Fee-Based Accounts: 0.50% taken out after the Trust comes out of the primary 

Offering Period

Selling, exchanging, or rolling over units into a new UIT will subject the client to realized capital gains/losses for non-

qualified accounts. These potential tax consequences to the client should be taken into consideration when using 

UITs as part of a clientôs overall investment strategy. Some tax exempt UITs may contain securities subject to 

Alternative Minimum Tax. Tax exempt fixed income securities may not be suitable for investment in retirement 

accounts.

We Strive for Excellence



Incorporating CEFs into UITs
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ÁUITs often include different security types as part of their portfolio allocations 

including, but not limited to:

Á Common Stocks

Á American Depository Receipts (ADRs)

Á Preferred Securities

Á Real estate investment trusts (REITs)

Á Master limited partnerships (MLPs)

Á Bonds

Á Exchange-traded funds (ETFs)

Á Business Development Companies (BDCs)

Á Closed-end funds (CEFs)

ÅAt SmartTrust®, we often use CEFs in particular for:

Å Underlying active management (remembering that UITs are fixed, unmanaged portfolios)

Å Yield enhancement

Å Trading convenience and liquidity

Å Targeted sector and asset class exposure

We Strive for Excellence



Selecting CEFs
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Á When selecting CEFs for our UIT portfolios, we often consider the 

following:

Á Category/Strategy Combination

Á Market Cap

Á Distribution Rate

Á Managed Distribution Policy

Á Historical Nature of Distributions 

Á Distribution Amount

Á Earnings per Share (EPS)

Á Earnings/Distribution Coverage Ratio 

Á Undistributed Net Investment Income (UNII)

Á UNII/Distribution Coverage Ratio

Á Premium / (Discount)

Á 52 Week Average Premium / (Discount)

Á Effective Leverage (and type of leverage employed)

Á Average Volume

Á Expense Ratio 

We Strive for Excellence



We Strive for Excellence

Disclosure

Investors should consider the Trustôs Investment objective, risks, charges and expenses 

carefully before investing.  The prospectus contains this and other information relevant to the 

Trust.  Please advise your clients to read the prospectus carefully before they invest.  If a 

prospectus did not accompany this literature please contact your broker or Hennion & Walsh at 

(888-505-2872) to obtain a free prospectus.  You can also view the prospectus on our website at 

http://www.smarttrustuit.com/

Units of the Trust will fluctuate based on the value of the underlying securities held by the Trust.

Hennion & Walsh is a member of FINRA/SIPC

NOT FDIC INSURED---NOT BANK GUARANTEED----MAY LOSE VALUE
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http://www.smarttrustuit.com/
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Accessing Closed-End Funds Through ETFs

Pristine Advisers Webinar - December 16, 2014
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Closed-End Fund Overview ïKey Benefits

Closed-End Funds ïa $224 Billion Investment Class ïOffer Investors a Number of 

Key Benefits That Are Incorporated into CEFX.

Diversification

Professional Management

Efficient Portfolio Management

Periodic Distributions

Pass Through Taxation

Opportunity to Buy at a Discount

Leverage Potential

Lower Expense Ratios
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Closed-End Fund ETF / ETN Landscape ïUS Listed

Å Fast Facts on ETFs (Exchange Traded Funds)
Å Open-End Mutual Funds but Shares are Exchange-Traded

Å In US, Management Usually Based On An Underlying Index 

Å Structure Designed to Minimize Cap Gains Distributions

Å As With CEFs, Cash Flows Do Not Trigger Trading Decisions  

Å Discounts and Premia to NAV Generally Very Small and Short-Lived

Å 100% Daily Transparency of Holdings

Å More Than $2 Trillion in AUM Globally

Å ETFs on Closed-End Fund Indexes* (3)
Å PCEF - PowerShares CEF Income Composite ETF

Å XMPT - Market Vectors CEF Municipal Income ETF 

Å YYY - YieldShares High Income ETF

Å Fast Facts on ETNs (Exchange Traded Notes)
Å Senior, Unsecured, Unsubordinated Debt Securities Issued By An Underwriting Bank

Å Designed to Provide Access to Returns of Underlying Indexes

Å May Use Implicit Leverage

Å Backed Only By The Credit Of The Issuer

Å Have Expiration Dates

Å Exchange Traded Notes (ETNs) on Closed-End Fund Indexes* (2)
Å CEFL - UBS ETRACS Mthly Py 2x Leveraged Closed-End ETN (CEFL) 

Å GCE - Claymore CEF GS Connect ETN (GCE)

3 ETFs and 2 ETNs Provide Access To  CEF Portfolio Returns ïAll Traded on NYSE Arca
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Comparison of 3 ETFs That Manage Portfolios of CEFs

ETF Fact Sheets Provide Comparative Data For Intelligent Decisions

PCEF XMPT YYY

Investment 
Advisor

Invesco 
Power 
Shares

Van Eck 
Global

Exchange 
Traded 
Concepts

Index Ticker / 
Provider

CEFXTR/ S-
Network 
Global

CEMFXTR/ 
S-Network 
Global

YLDATR/ 
Intl Sec. 
Exchange

# of Holdings 153 84 30

AUM 624.5 MM 37.6 MM 75.1MM

SEC Yield 7.4% 5.6% 8.5%

3Yr Ann TR 10.8% 5.7% N/A

Mgmt. Fee 0.50% 0.40% 0.50%

Tot Exp. Ratio 1.77% 1.65% 1.77%


