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Moderator: 
Today we’re talking to Royden Durham, portfolio manager of Aquila Churchill Tax-Free Fund of Kentucky. Royden through September 
30 of this year, municipal bond mutual fund inflows totaled $3 billion for the month and $50 billion year-to-date.  It’s been reported that 
foreign buyers and banks are among crossover buyers entering the market, although they have no tax advantage. Do you expect that 
crossover buyers will remain a factor in the municipal market in near term?

Royden Durham: 
I absolutely do, Marie. Crossover buying will continue due to the spreads versus U.S. Treasury’s. In the front end of the yield curve, the 
municipals remain very cheap in the one- to two-year maturity range. And that averages out about 106 percent of the U.S. Treasury yield.  
As a percentage of the longer curve, muni’s are very cheap in the 15- to 25-year area at about 109 percent of the Treasury curve. This keeps a 
crossover buyer’s interest.

Moderator: 
How much new issuance has there been in Kentucky compared to nationally?

Royden Durham:
Municipal bond issuance in Kentucky was up 53 percent through the end of September, then over $5 billion issued so far this year. National 
issuance was up only 4.6 percent after the same period with $334 billion issued.  During the third quarter, a number of bonds held by the 
Aquila Tax-Free Fund of Kentucky were either called or matured, which allowed us to take advantage of the increase in supply. A couple of 
examples issued by Louisville Jefferson Convention Center and Ashland Hospitals.

Moderator: 
And are there any new financing proposals on the Kentucky ballot that you anticipate voters will approve?

Royden Durham:
No, there are no ballot initiatives in Kentucky this election. The State, on major projects, has pursued public/private bond financing 
approved by the Legislature.  An example of this is a financing technique, which was a new legal building completed this year in Frankfort. 
The thinking behind this financing technique using private contractors and builders is that frills normally built into government projects 
are reduced substantially.  

The head of the financial projects in Kentucky, Ryan Barrow, recently was honored by The Bond Buyer magazine as one of the top 10 rising 
young financial stars using just such public/private projects.

Moderator: 
Very good. Changing perspective just a bit, are you continuing to see improvement in the Kentucky economy?

Royden Durham:
In August, unemployment report from the Bureau of Labor Statistics, showed Kentucky with a 4.9 percent unemployment rate, matching 
the national rate for the month. Kentucky general fund receipts for the current fiscal year have grown to 3.4 percent. The Kentucky road 
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fund receipts also grew at 12.3 percent in September, which is a real positive.

The state is on target to meet the approved budget even if minimal revenue shortfalls arise. Additional multiple small and large 
corporation expansions have recently been announced. Those announcements include Ford and Amazon warehouses. 

Job growth is the life blood of revenue for the State of Kentucky, there is no doubt.

Moderator: 
Thank you, Royden. For those of you listening, before investing in the Fund, carefully read about and consider the investment objectives, 
risks, charges, expenses, and other information found in the Fund prospectus, which is available on this site, from your financial advisor, 
and when you call 800-437-1020. Thank you for listening to this podcast. 
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