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Structural Leverage Trends: Municipal CEFs
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Structural Leverage Trends: Taxable CEFs
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Bank Lending to Taxable CEFs
As of Year-End 2011, in $ millions

Bank Counterparties

BNP Paribas (A+/F1+)
State Street Bank (A+/F1+)
Barclays (A/F1)

Deutsche Bank (A+/F1+)

Bank of Nova Scotia (AA-/F1+)
Credit Suisse (A/F1)
Other Counterparties

Undisclosed Counterparties

Total

Bank
Facilities

%

7,859 45%

1,826 11%

125
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1,168

5,310 3

0%

1%

6%

0%

7%

1%

17,319 100%

Source: Public financial statements as of end of 2011
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Leverage Types: Municipal CEFs

Approximate Cost

Leverage Type (12/31/2011)

ARPS

TOB

VRDP

VMTP

MTP

Dividends: 110% or 125% TIMES ref rate; 15 — 40
bps

Auction Fee: 15 — 25 bps

Interest: Remarketing based; 30 — 90 bps
Liquidity Fee: 10 — 50 bps

Remarketing Fee: 10 — 15 bps

Dividends: Remarketing based, 25 — 40 bps
Liquidity Fee: 35— 140 bps

Remarketing Fee: 10 — 15 bps

Dividends: Spread over SIFMA; 115 — 150 bps

Fixed: 200 — 295 bps

Source: Fitch Ratings, public financial statements as of end of 2011

FitChRatingS www.fitchratings.com

Investors

Historically retail, now
mostly broker-dealers

Money market funds
(banks provide liquidity)

Money market funds
(banks provide liquidity)

Banks

Primarily Retalil

Term

Perpetual

Final: 5 — 8 years

Liquidity: 1 year

Final: 30 years

Liquidity: 1 year

3 —5years

3 —5years
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Leverage Types: Taxable CEFs

Leverage
Type

Bank Facilities /
Margin Loans

ARPS

Reverse Repos

Private PFD and
Notes

Exchange Traded
Pfd

Approximate Cost
(12/31/2011)

Drawn: LIBOR plus 75 — 125 bps
Undrawn: 10 — 85 bps

Dividends: (1) 125% — 150% TIMES, or
125 - 150 bps ABOVE the (2)
7 day- or 30 day- (3) ‘AA'CP
or LIBOR.

Auction Fee: 15 - 25 bps
Interest: Tied to Fed Funds, 10 — 75 bps

Floating: LIBOR plus 130 — 200 bps
Fixed: 300 — 600 bps
Fixed: 550 — 650 bps

Source: Fitch Ratings, public financial statements as of end of 2011
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Investors

Banks

Historically retail, now mostly

broker-dealers

Banks

Insurance companies

Primarily Retall

Term

6 months — 3 yrs

Perpetual

30 — 90 days

5-10yrs

5-7yrs
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Derivatives Utilized by Fitch-Rated CEFs

B Speculative B Hedged

Interest Rate Swaps
Puts on Equity
Warrants on Equity
Calls on Equity

Short FX Fut

Credit Default Swaps 21%

0% 10% 20% 30%

% of Fitch-Rated U.S. Taxable Closed-End Funds

Source: Fitch Ratings
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Disclaimer

Fitch Ratings’ credit ratings rely on factual information received from issuers and other sources.
Fitch Ratings cannot ensure that all such information will be accurate and complete. Further, ratings
are inherently forward-looking, embody assumptions and predictions that by their nature cannot be
verified as facts, and can be affected by future events or conditions that were not anticipated at the
time a rating was issued or affirmed.

The information in this presentation is provided “as is” without any representation or warranty.

A Fitch Ratings credit rating is an opinion as to the creditworthiness of a security and does not
address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned.
A Fitch Ratings report is not a substitute for information provided to investors by the issuer and its
agents in connection with a sale of securities.

Ratings may be changed or withdrawn at any time for any reason in the sole discretion of
Fitch Ratings. The agency does not provide investment advice of any sort. Ratings are not
a recommendation to buy, sell, or hold any security.

ALL FITCH CREDIT RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS AND THE TERMS OF USE OF SUCH RATINGS AT WWW.FITCHRATINGS.COM.
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Fitch Ratings
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Fitch Ratings
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Bank of America
Merrill Lynch

FitchRatings

Telephone

(212) 908-9191

(212) 908-9151

(212) 471-6565

(212) 810-5279

(646) 855-2996

www.fitchratings.com

Email

yuriy.layvand@fitchratings.com

gregory.fayvilevich@fitchratings.com

tomer.seifan@us.bnpparibas.com

robert.crothers@blackrock.com
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