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Chris Lakumb All right. Chris, let's start with you if you want to give an update and overview on what's been going on 
with the municipal market. 

Chris Roberti 
 

Sure. Thanks a lot, Chris. Third quarter, municipal market, very solid in terms of market performance 
considering the backdrop and the technicals. If you look at the index, the Bloomberg investment-grade 
municipal index for the quarter, it was up 2.71%. The high yield municipal index went up 3.21%. Again, 
a very solid quarter. Also a quarter with strong issuance, once again, as we've seen this year, total 
supply in the quarter, 136 billion, with issuance still up roughly 30% year-over-year. So that's a pretty 
big number, and the markets digested that pretty well. Municipal yields have hung in there pretty well 
considering that backdrop. Fixed income markets have rallied amidst a backdrop where municipal fund 
flows and flows in general have continued to be pretty strong. The macro landscape has evolved. This 
is contributing. More muted inflation. Obviously, we had a Fed cut rates. The Fed cut rates by around 
50 basis points. But also, with that increase in supply, while it's been pretty well digested, that has 
caused municipals to lag Treasuries a bit. So that's a bit of a backdrop, and maybe we hand it over to 
Steve. 

Chris Lakumb Appreciate that, Chris. Yeah, Steve, if you want to cover what's been going on with Muni closed-end 
funds. 

Steve O’Neill Sure. Thanks, guys. Yeah, Chris highlighted that the index was up about 3% for Munis broadly, and 
closed-end funds did twice as well. And so, for the quarter, Muni closed-end funds were up about 6%. 
The difference between the broad-based index and the closed-end fund market is discount narrowing, 
and we saw a lot of closed-end funds in the third quarter. Round numbers, discounts were about 10% 
at the end of the second quarter, and we closed right around 7% discounts at the end of the third quarter. 
I would say that it was fairly steady demand throughout the quarter. Investors have, I think, been 
conditioned to buy closed-end funds when short-term rates are coming down. That's both the 
expectation and reality, and so we saw new buyers coming into the closed-end fund market, kind of 
discounts that have been kind of stuck for a while, getting broken free from new demand. And I think it 
was notable because volume remained high. Investors were selling in this market. We saw some pretty 
sizable institutional selling, but retail and, I guess, other new investors took the baton and continued to 
push discounts narrower. And so, again, great quarter for closed-end funds. The headline number was 
plus 6% price return for the quarter. 

Chris Lakumb Thanks, Steve. Sticking with you, do you want to provide an overview on what's been going on at the 
Fund level? So, duration, credit quality, sleeve allocation between the River North strategy and the 
McKay strategy. All of that would be helpful. 

Steve O’Neill Yeah. No. Good question. I would say not much changed during the quarter. Touching on the topics 
that you mentioned, duration was relatively unchanged. Credit quality was unchanged. The leverage of 
the funds was right around 38%, 38%. So that was unchanged, and our allocation between MacKay 
and River North was unchanged as well. I think what we've done in the past year is set ourselves up for 
nice returns that we've had year-to-date and continued optimism from here. When we look back a year 
ago, McKay and RiverNorth worked together to increase the closed-end fund allocation in the portfolios. 
And so, across the Funds, we got our closed-end fund exposure north of 60%, and that's a percentage 
of our equity capital, and a lot of those trades were put on in the fourth quarter. New trades and also tax 
loss harvesting within our own portfolios, and so when we look at the portfolio today, we're sitting on a 
lot of short-term gains. And so, we've been less likely to book a gain year to date, and we've also had 
the top-down view that we want to maintain, really, an aggressive level of closed-end fund exposure. 
And so, when I say not much has changed, that's been thoughtful. It's thoughtful towards taxes. It's 
thoughtful towards our bullishness on closed-end funds from here. And the other factors, credit quality 
and leverage, those generally aren't tactically changed. And so, again, pretty steady quarter, but it's one 
that we've been happy that we set ourselves up for success 9 to 12 months ago. 

Chris Lakumb Thanks, Steve. It's a good overview. Chris, why don't we go back to you if you want to talk more 
specifically about the MacKay strategy within the Funds? Any updates there? 

Chris Roberti Sure. Thanks, Chris. Yeah. For the sleeves that the team MacKay Municipal Managers overseas in the 
River North Funds, I'm going to talk about contributors and detractors for the quarter. If we look at things 
that worked, a few things. One is our local GO (general obligation) bond exposure. Special tax bonds 
were additive, and exposure to the transportation sector helped at the same time. Also adding to 
performance was some of the longer duration exposures that we had, given some of the rate 
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environment that we saw this year, I should say, in the quarter. Detracting was exposure to our Treasury 
Futures hedge. As Treasury yields dropped, that is really designed to dampen duration but still keeping 
income on the long end of the curve. Having that exposure was a bit of a detractor, and also a detractor 
was having an underweight to the hospital sector, which did well. We do think that the strategy remains 
well-positioned following roughly 18 months of tax loss swapping and also additions that we've made to 
premium coupon bonds. So, we think we're well-positioned from that point of view. 

Chris Lakumb Thanks, Chris. Let's just open it up for any final thoughts. Where do we go from here? Outlook, etc. So, 
Chris, why don't we start with you? 

Chris Roberti 
 

 

 

 

 

Yeah. I mean, if we look ahead a bit, the team does still remain very constructive on the municipal 
market. We do think taking an active approach is key in this market, particularly now. Even though 
you've had solid returns in 2023 and year to date, we do believe there's still one way to do well in this 
marketplace. I mean, if you think about the Bloomberg municipal bond index, the yield-to-worst carry is 
still a 3.4, right? Think about that in terms of tax equivalent yield. Top bracket, you're a 5.8 roughly, and 
then you add any sort of state and local advantage tax-wise that you're well into the sixes with some 
additional alpha potential by taking an active approach. That's amidst the backdrop with very solid 
municipal credit fundamentals. You do have to navigate and pick your spots, of course, through all-day 
research credit-wise, but if you think about the broad market, you've had two-to-one upgrades versus 
downgrades. That's just basically owning the market. Of course, all eyes are on the election as that's 
coming up very quickly. Overall, we don't anticipate major disruption post-results. We do believe, 
regardless of who wins the election, that taxes either remain high or trend higher, which means the 
value of tax-free income remains high or trends higher. So, we're, again, constructive on the 
marketplace as we look ahead. 

Chris Lakumb Thanks, Chris. Steve, how about you? 

Steve O’Neill Sure. I guess I would just emphasize that we remain really bullish and constructive on closed-end fund 
discounts here. You've got to look elsewhere in the market. We're looking at taxable bond funds. 
Different animal, but same universe, and it's interesting to point out that taxable closed-end funds are 
trading at near premiums. And so, on average, you've got taxable bond funds trading at roughly net 
asset value (NAV), and you still have many closed-end funds trading at 7% discounts. A big difference 
or factor there is just the absolute yield. Chris pointed out tax equivalent yield, and investors broadly 
understand that. But it still is the case that when investors come to the closed-end fund market, they go 
to the highest yielding funds first. That tends to be, obviously, the taxable bond funds that have more 
spread in the underlying assets, and so those have bounced back first. But I do think munis continue to 
normalize-- a 7% discount for munis is still quite wide on a historical average, and so we think they're 
cheap within the closed-end fund space. They're cheap relative to their history. And I think one notable 
change, which is still underappreciated in the market, is just Muni closed-end funds decision to return 
more capital. 
And so historically, Muni closed-end funds really just paid out 100% of what they earned. But more 
recently, as a discount management tool, closed-end fund sponsors have increased the distributions to 
return some capital. And I think just the shareholder friendliness of that action combined with the 
embedded alpha of buying something at a discount and getting your capital back at NAV continues to 
provide support for the space in a way that's not reflected historically. And so, again, you just kind of 
look at your discount history, and you'd say, "Yeah, these Munis look pretty good." But I'd layer on top 
of that some of the shareholder-friendly changes that sponsors have made, and I think that adds further 
support. So, we're really continuing to maintain positions and remain optimistic for the intermediate 
future. 

  

Chris Lakumb Thanks, Steve. And thanks, Chris. Appreciate the time. 
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Opinions and estimates offered constitute our judgment and are subject to change without notice, as are statements of 
financial market trends, which are based on current market conditions. We believe the information provided here is reliable, 
but do not warrant its accuracy or completeness. This material is not intended as an offer or solicitation for the purchase or 
sale of any financial instrument. The views and strategies described may not be suitable for all investors. This information 
is provided for informational purposes only and should not be considered tax, legal, or investment advice. References to 
specific securities, asset classes, and financial markets are for illustrative purposes only and are not intended to be, and 
should not be interpreted as, recommendations. Opinions referenced are as of the day presented and are subject to change 
due to changes in the market, economic conditions, or changes in the legal and/or regulatory environment and may not 
necessarily come to pass. 

Risk Information: Detailed information regarding the risks associated with RiverNorth Municipal Closed-End Funds can be 
found in each Fund’s prospectus, respectively. The price at which a closed-end fund trades often varies from its net asset 
value (NAV). Some funds have market prices below their NAVs - referred to as a discount. Conversely, some funds have 
market prices above their NAVs - referred to as a premium. Investing involves risk. Principal loss is possible. Past 
performance is no guarantee of future results. Diversification does not ensure a profit or a guarantee against loss.  

Risk is inherent in all investing. Investing in any investment company security involves risk, including the risk that you may 
receive little or no return on your investment or even that you may lose part or all of your investment. Therefore, before 
investing in the Common Shares, you should consider the risks as well as the other information in the prospectus. Past 
performance is no guarantee of future results. Investments in the Funds are not appropriate for all investors and is not 
intended to be a complete investment program. The Funds are designed as long-term investments and not as trading 
vehicles. The Funds are closed-end funds and do not continuously issue shares for sale as open-end mutual funds do. 
Since the initial public offering, the Funds trade in the secondary market. Investors wishing to buy or sell shares need to 
place orders through an intermediary or broker. The share price of a closed-end fund is based on the market’s value. 

RiverNorth Opportunistic Municipal Income Fund, Inc. (RMI), RiverNorth Managed Duration Municipal Income 
Fund, Inc. (RMM), RiverNorth Flexible Municipal Income Fund, Inc. (RFM), RiverNorth Flexible Municipal Income 
Fund II, Inc. (RFMZ), RiverNorth Managed Duration Municipal Income Fund II, Inc. (RMMZ): Credit Risk - a borrower 
may be unable to make interest or principal payments when they are due. Funds that invest in Municipal Bonds rely on the 
ability of the issuer to service its debt. This subjects the Fund to credit risk in that the municipal issuer may be fiscally 
unstable or exposed to large liabilities that could impair its ability to honor its obligations. Municipal issuers with significant 
debt service requirements, in the near-to mid-term, unrated issuers and those with less capital and liquidity to absorb 
additional expenses may be most at risk. To the extent the Fund invests in lower quality or high yield Municipal Bonds, it 
may be more sensitive to the adverse credit events in the municipal market. The treatment of municipalities in bankruptcy 
is more uncertain, and potentially more adverse to debt holders, than for corporate issues. Interest Rate Risk - the value of 
Municipal Bonds, similar to other fixed income securities, will likely drop as interest rates rise in the general market. 
Conversely, when rates decline, bond prices generally rise. Investments may include securities that have a rating that below 
investment grade, including “high yield” securities. High yield bonds are subject to interest rate risk. If rates increase, the 
value generally declines. Leverage is a speculative technique that exposes a closed-end fund to greater risk and increased 
costs than if it were not used. The use of leverage may cause greater volatility in the level of a closed-end fund’s NAV, 
market price and distributions on its common shares. Leverage will also result in higher fees to the closed-end fund manager 
because the amount of assets under management will be included in the Fund’s managed assets. There can be no 
assurance that a closed-end fund will use leverage or that its leveraging strategy will be successful during any period in 
which it is employed. 

Investors should consider a Fund's investment objective, risks, charges, and expenses carefully before investing. 
Each Fund’s prospectus and most recent periodic reports contain this and other important information about the 
respective Fund and may be obtained by visiting rivernorth.com/literature or by calling your financial professional 
or RiverNorth at 844.569.4750. 
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