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•  All CEFs issued through IPO. 
•  About 1 to 2 IPOs per month over last 10 years. 

•  600 CEFs in existence today with approximately $246 billion in assets. 
 
•  CEF Ownership: 80% individual / 20% institutional. 

•  CEFs are typically designed for income – Strategies Include:
•  Bond CEFs 
•  Covered Call Writing 
•  Equity Income 
•  Converts 

Closed-End Fund Facts
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Only Closed-End Mutual Funds can 
be bought at a discount to NAV, 
not ETF’s or Open-Ended Mutual 
Funds Market Price 



Closed-End Fund Income



Income Component 
 Makes up approximately 7% to 8% 

 
Extra Gains from Discount Narrowing 

 About 3 to 4% annually 
 
Total Return 

 Our Strategy 10.1% annualized since inception 
 S&P 500 7.7% 
 BarCap Aggregate Bond Index 5.0% 
  
    

Results of Employing this Income Strategy
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About F-Squared Investments
•  Manufacturer of next generation Investment Indexes 

  Offices in Wellesley, MA and Princeton, NJ 

•  New thinking for today’s markets 
  Seek to align Investment Indexes with the real needs of the marketplace 

  Solution-based Indexes 

  Designed to consistently deliver on well-defined investment expectations 

Conventional Approach 

Bull Market 

Benchmark-Centric 

Offensive Bias 

Buy & Hold 

F-Squared Investments 

Full Market 

Investor-Centric 

Defensive Bias 

De-Risk/Re-Risk 



The historic bull market in Fixed Income: Is it ending?  
Traditional bond categories may present more risk in the future

•  The bull market in bonds provided an extended period of generally positive returns 

•  Will 2013-2014 prove to be a turning point? 



Seeking income beyond the bond markets: 
Multi-Asset High Income

Market need   An income solution for a low-rate, higher-
risk  bond environment 

Existing solutions 

  Multi-Sector High Income strategies 
  Seek income streams across multiple 

investment categories, including both bonds 
and equities 

  “One stop shopping” with potential 
diversification benefits 

  Most are categorized as tactical allocation 
strategies 

AlphaSector  
Multi-Asset High 
Income Premium Index 

  Risk-managed approach to the MAHI category 
  Index construction designed to seek yield and to 

manage downside risk 
  Disciplined, quantitative model 



AlphaSector Multi-Asset High Income: 
Index construction

•  Eligible investments include: 
  Eight exchange traded funds (ETFs) representing potential high income assets 
  Short-term Treasury ETF 

•  Model portfolio is re-evaluated weekly 

•  Sector ETFs are evaluated using a binary model: either IN or OUT 
  Sectors forecasted for positive return are left in; sectors forecasted to decline are removed entirely  

•  Four highest-yielding “IN” ETFs are selected for use 
  There is a maximum cap of 25% for any sector ETF at time of rebalance 

•  When 5 or more sectors are OUT, the index will begin to include the Short-term Treasuries 
  3 sectors IN = 25% in the Short-term Treasury ETF 
  2 sectors IN = 50% in the Short-term Treasury ETF 
  1 sector IN = 75% in the Short-term Treasury ETF 
  0 sectors IN = 100% in the Short-term Treasury ETF 



AlphaSector Multi-Asset High Income: 
Index components

Fixed Income1 

•  Investment Grade Corporate Debt 
  iShares iBoxx $ Investment Grade Corporate Bond ETF 

(ticker LQD) 

  Current Yield: 3.57% 

•  High Yield Debt 
  iShares iBoxx $ High Yield Corporate Bond ETF (ticker 

HYG) 

  Current Yield: 5.73% 

•  Emerging Market Debt  
  iShares J.P. Morgan USD Emerging Markets Bond ETF  

(ticker EMB) 

  Current Yield: 4.48% 

•  Mortgage REITs 
  iShares Mortgage REIT Capped ETF (ticker REM) 

  Current Yield: 13.40% 

Equity1 

•  US Preferred Shares 
  iShares U.S. Preferred Stock ETF (ticker PFF) 

  Current Yield: 6.56% 

•  Utilities 
  Utilities Select Sector SPDR® Fund (ticker IDU) 

  Current Yield: 2.91% 

•  Non-US Dividend 
  SPDR® S&P® International Dividend ETF (ticker DWX) 

  Current Yield: 5.20% 

•  Real Estate 
  iShares U.S. Real Estate ETF (ticker IYR) 

  Current Yield: 3.57% 



AlphaSector Multi-Asset High Income: 
Performance summary

Cumulative Return since 
Inception (08/2013) 6.9% 8.7% 4.2%

YTD Return (06/2014) 8.9% 5.0% 3.9%

The iBoxx Liquid High Yield and Barclays US Aggregate Bond figures are 
provided for comparison. AlphaSector MAHI Premium Index has both 
bond and non-bond ETFs in its eligible investment universe. 



Important information



Important information (continued)
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