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Most investors are familiar with mutual funds. You can purchase shares of a mutual fund
and the basic mechanism is that your money is put into a pool with other investors and a
professional manager then decides what to buy with the pool of money. These "open ended"
funds allow investors to add and subtract money in and out of the fund or pool of money.
When investors add or subtract money the fund manager is forced to buy or sell
investments as cash flows in and out of the fund. With this basic understanding we can
explore what makes closed end funds (CEF) so intriguing. Unlike their open ended cousins
CEFs do not allow investors to add or subtract money from the pool. After the initial offering
the CEF shuts its doors and no new money is allowed in and no money can be withdrawn.
This is how CEFs differ from your typical mutual funds. Investors must sell shares of the
fund on the market rather than redeem them from the pool of money in the fund.This gives
CEFs the following characteristics:
1) CEF managers are not forced to sell holdings due to share holder redemptions. In times
of panic selling, CEFs can hold onto investments without fear of forced liquidation.
2) Closed end funds allow you to purchase shares at a discount or a premium to their actual
NAV (net asset value). Meaning you can sometimes buy $20 worth of shares while the NAV
of the underlying securities may be worth $22. In 2008, at the height of investor fear, many
CEFs traded for as much as 25% discounts because there were more sellers than buyers.
3) Many CEFs use leverage by borrowing cheaply and investing in higher yielding
investments.
4) You may be able to receive higher yields from CEF's because as mentioned you can buy
them at a discount to their NAV and CEFs may use leverage to enhance their yield.
5) CEFs trade throughout the day like a stock, allowing investors to use stop loss and limit
orders.
Many investors and professionals use CEFs for the reasons described above. Their unique
nature makes them very appealing for some investments but it can also add risk.
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Allinvestments are subject to inherent risks, including possible loss of the principal amount
invested. There is no guarantee that investments will meet their objectives. Actual events
may cause adjustments in portfolio management strategies from those currently expected
to be employed. This material represents an assessment of the market at a particular time
and is not a guarantee of future results. This information should not be relied upon by the
reader as research or investment advice regarding any security in particular. An investor
should consider investment objectives, risks, charges and expenses carefully before

investing. For closed-end funds, you should contact your financial advisor for the most
recent annual and semi-annual shareholder report. The investment return and principal
value of an investment will fluctuate and shares, when sold, may be worth more or less
than their original cost. Closed-end funds, unlike open-end funds, are not continuously
offered. After a public offering, once issued, shares of closed-end funds frequently trade at a
discount to net asset value. The price of the fund’s shares is determined by a number of
factors, several of which are beyond the control of the fund. Therefore, the fund cannot
predict whether its shares will trade at, below, or above net asset value. Securities offered
through National Securities Corporation (NSC), Member FINRA/SIPC. Advisory Services
offered through National Asset Management, Inc. (NAM) a Registered Investment Advisor
with the SEC and affiliate of National Securities Corp. Insurance products offered through
National Insurance Corporation.

