7~ \
AIC ACTIVE INVESTMENT

COMPANY ALLIANCE

N\ V 4 Excellence beyond indexing

Steve Hlavin On High-Yield Muni Strategies

Wednesday, March 26, 2025

Stephen Hlavin, Managing Director and Portfolio Manager at
Nuveen, sits down with Jane King to discuss high-yield
municipal strategies, including the Nuveen Enhanced High
Yield Municipal Bond Fund, an interval fund. The fund, which
Hlavin manages, is a part of the $191 billion in high-yield
municipal strategies that Nuveen manages, which also includes
multiple closed-end funds (CEFs). Hlavin explains how

interval funds and CEFs help investors access different areas

of the municipal bond market to generate income. While that
higher embedded yield comes with risk, the interval fund wrapper helps arbitrage that risk by
“monetizing” it, Levin says. “We can get additional NAV or price return when credit spreads

compress or active managers are contributing active credit selection to the portfolios,” he added.

Hlavin also responded to discussions in Washington around eliminating the tax-exempt status of
municipal bonds, calling the idea bad for the economy overall, with “possible negative impacts”
on the higher education and healthcare sectors in particular. However, he noted the move could
also generate positive impacts in energy and utilities, and potentially benefit the charter school

movement.

Learn more about the Nuveen Enhanced High Yield Municipal Bond Fund and closed-end funds

at Nuveen
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https://www.nuveen.com/en-us/interval-funds/nuveen-enhanced-high-yield-municipal-bond-fund?shareclass=I
https://www.nuveen.com/en-us/closed-end-funds
https://www.nuveen.com/en-us/closed-end-funds

JANE KING: Steve Hlavin is managing director and portfolio manager at Nuveen, as a member
of the high-yield municipal portfolio management team, he’s responsible for supporting all
high-yield municipal strategies, and is specifically responsible for managing the Enhanced
High Yield Municipal Bond Interval Fund, several high-yield municipal closed-end funds,
along with Nuveen'’s flagship High Yield Municipal Bond strategy. You began your career with
Nuveen in 2003.

STEVE HLAVIN: That’s correct.

JANE KING: Yes, it's been a while. So Nuveen manages $191 billion in municipal strategies,
there’s 28 listed closed-end funds, high-yield municipal interval funds, talk about the
difference between those and how you use those in portfolios.

STEVE HLAVIN: Yeah, investors use closed-end funds, and now a new iteration, the interval
fund, to access different areas of the municipal bond market. The primary objective of all of
these is income, and income can be magnified through the use of leverage, that’'s a common
construct in either of these funds. When you create a portfolio that includes high-yield
municipal bonds, then you are now able to not only produce more income inside the portfolio
but have more credit spread to leverage in that type of wrapper.

JANE KING: And then these have received an annualized total return of 12%, so that’s where
the high yield comes in I guess, that’s double the return of the S&P 500 municipal yield index.
So how do you know? Because when I think high yield, I think higher risk, how do you know
what’s a good, prudent investment?

STEVE HLAVIN: Yeah, the 12+% total return is capable in something like a high-yield
municipal interval fund, where we’re getting that higher embedded yield and we’re able to
leverage that with that product wrapper. The interval fund also does something about
arbitraging the growing liquidity risk in our market, so there is a liquidity risk component
that we are also monetizing. And what’s driving that total return, the majority of that is
income, is the embedded yield, and that yield anchors such returns. We can get additional
NAV or price return when credit spreads compress or active managers are contributing
active credit selection to the portfolios.

JANE KING: Okay. What'’s your outlook for municipal bonds, high-yield bonds, for 20257
STEVE HLAVIN: Well, after an unprecedented amount of outflows in 2022 and ‘23, and the

subsequent credit spread widening, we're finally starting to see flows come back in.
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Confidence is being restored, we are seeing good fund flows, consistent fund flows as
reported by Lipper, but the flows that we’ve seen so far are still a fraction of the amounts
that we saw come out of the market. So our outlook is for continued flows into municipal
mutual funds and other products, and so as long as that continues, we are on a positive and
upward trend in terms of not just high-yield returns but also those NAV and price returns on
top of that.

JANE KING: Some of them are tax-favorable as well, so you're getting a lot of benefits there.
STEVE HLAVIN: When you look at the taxable equivalent yields on some of these products,
particularly our high-yield municipal bond interval fund, that’s what I think is driving a lot
of the attraction. Because when you’re looking at a dividend yield of roughly 5.75%, the
taxable equivalent is pushing 10%. So where can you find 10% taxable yield with the type of
default risk and credit risk that’s managed through a municipal bond portfolio?

JANE KING: Interesting. Now we’ve got a new administration in Washington, that’s federal,
but do you anticipate that having any impact on the municipal bond market?

STEVE HLAVIN: We think that the impacts are going to be sector specific. The idea of
eliminating the tax exemption is a very difficult thing I think to push through because of the
cost and the burden that it passes on. When you get down to the detail and allow an
intelligent conversation to happen, it's very clear that this is a massive and punitive tax on
state and local governments, and would be a negative impact on the economy. Where we
think that the impacts are going to be are possibly in sectors like health care or higher
education would have some possible negative impacts, but we could also see positive
impacts too. That’s the other thing, is that policies could have positive impacts in sectors that
would be utilities and energy, but also charter schools might actually see greater enrollment
as more states and more communities adopt free choice.

JANE KING: Yes, and the vouchers, I know that that’s been proposed in a lot of different
legislatures for that.

STEVE HLAVIN: Yes, exactly.

JANE KING: Okay, so anything else on your radar screen for 2025?

STEVE HLAVIN: We look again for that continued flow into the market, and that’s going to put
downward pressure on credit spreads. And there’s a lot of room still to go, we have not even

come close as a market to getting back to where credit spreads and relative valuations were
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at the end of 2021, before all of the outflows started. We just have to remind ourselves just
how unprecedented those outflows were in 2022.

JANE KING: Is that Covid related?

STEVE HLAVIN: No, this was post-Covid. This was just a violent reaction to interest rate
volatility that folks have not seen in decades.

JANE KING: | see, Starting at the beginning of the Fed raising rates?

STEVE HLAVIN: Yes.

JANE KING: Okay.

STEVE HLAVIN: And so now that we are in a more stable rate environment that’s offering
higher yields, we are now starting to see those flows come back into the market.

JANE KING: Okay. Steve, thank you so much for sharing your knowledge with us.

STEVE HLAVIN: Thank you very much.
Recorded on March 26", 2025
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Click the link below to go to the home page of Active Investment Company Alliance to learn more:
https://AlCalliance.org/

Disclosure: Views and opinions expressed are for informational and educational purposes only as of the
date of production/writing/speaking and may change without notice at any time based on a multitude of
factors. Speaker's/presenter's/author's opinions are their own and may not necessarily represent the
opinions of AICA, its Board, or its staff. Materials may contain “‘forward-looking” information that is not
purely historical in nature, such as projections, forecasts, market return estimates, proposed or expected
portfolio composition, and other items. Listed closed-end funds and business development companies trade
on exchanges at prices that may be above or below their NAV:s.

There is no guarantee that an investor will be able to sell shares at a price greater than or equal to the
purchase price or that a closed-end fund's discount will narrow. Non-listed closed-end funds and business
development companies do not offer investors daily liquidity but rather offer liquidity on a monthly,
quarterly or semi-annual basis, often on a small percentage of shares. Closed-end funds often use leverage,
which can increase the fund's volatility (i.e., risk). Actual distribution amounts may vary with fund
performance and other conditions. Past performance is no guarantee of future results. This material is not
intended to be a recommendation or investment advice, does not constitute a solicitation to buy, sell or hold
a security or an investment strategy, and is not provided in a fiduciary capacity. Shares of closed-end funds
are subject to investment risks, including the possible loss of principal invested. Closed-end funds
frequently trade at a discount to their net asset value (NAV).
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