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Interviewer:
Hello, everyone. Welcome to another Aquila Group of Funds podcast. I’m your host Matthew DiMaggio. Joining me today is the 
portfolio manager of Aquila Narragansett Tax-Free Income Fund, Jeffrey Hanna. We’ll be discussing recent events related to the 
municipal market, as well as Rhode Island-specific topics. Welcome. Jeff. And thank you for being here.

Jeff Hanna:
Thanks, Matt. Always great to be here.

Interviewer:
The question I want to start off with is quite direct. There are downturns in all markets given a long enough timeline, but we saw 
two things in the front half of this year. One, all of the markets experiencing volatility in terms of price and yield. And two, some of 
the most severe and volatile municipal markets in 40 years. So, what would you say is different this time around?

Jeff Hanna:
Well, I’d say what’s different this time around is you have the Federal Reserve (“the Fed”) coming off of stimulus. They’re raising 
short-term interest rates in the way of the discount rate. They’re also shrinking the loaded balance sheet they’ve had for providing 
liquidity into the markets over the last number of years, particularly during the pandemic. So, from that standpoint, that was the 
case. You also have a fiscal policy or fiscal programs that have also stimulated on the fiscal side, not just the monetary side, and 
that’s led to inflation. And with inflation and the Fed, remember, the Fed has a dual mandate. One is full employment. Another 
is stable prices. So, with the recent pricing we’ve seen in the Consumer Price Index (“CPI”), Producer Price Index (“PPI”), and 
Personal Consumption Expenditures Price Index (“PCE”), what we’re finding here is those levels are high—much higher than the 
Fed has for its target. And the Fed’s going to want to, basically right now, they’ve finished fighting the full employment because 
we’re there, and now they’re on to fighting inflation. So, that’s really what’s driven this, and with inflation, as you know, purchasing 
power gets lowered and bond values typically go down on fixed rate instruments.

Interviewer:
Tons of color there. Now, what is the municipal market looking like in terms of relative value compared to Treasuries and the larger 
fixed income markets?

Jeff Hanna:
Well, the percentages of munis to Treasuries at the end of last year, beginning of this year were at historical highs. So, we’ve seen 
some significant widening there. A couple weeks ago, everything was pretty much close to 100%. Historically, that number tends 
to be somewhere in the range of 75 to 85%. Right now, I’d say it’s fairly valued. I think from the standpoint of a percentage, we’re 
seeing anywhere from 85 to a 100% on the longer end from kind of 10 years out to 30 years. On the shorter end, which historically 
has probably been a little closer to 75 to 80% of munis as a percent of Treasuries. We’re seeing that number fairly similar in that 
range, maybe at the top end of that range, but still, I would say fairly valued.

Interviewer:
It has certainly been an interesting year thus far. What are we seeing from an issuance standpoint heading into the second half of 
the year? Are you being presented with yields that are more appealing than what we saw coming in 2021?

Jeff Hanna:
Yes. So, from the standpoint of the issuance and what’s going on, the issuance has been a little bit behind that. A lot of the 
issuance was done earlier in the year. The issuers really took advantage while rates were still low and just starting to move. 
We’re definitely seeing yields that are more attractive, on an absolute basis and a relative basis. So, that’s great from a portfolio 
standpoint—being able to add some names, perhaps that you don’t have in the portfolio, at better yields. That’s always welcome, 
but I think from the standpoint of issuance, it’s been a little bit slow and you have a fair amount of maturities in cash inflow for 
municipal bondholders this summer. So, I think from that standpoint, unless supply starts to increase again, I would expect to see 
some continued tightening here on this market.

Interviewer:
We appreciate the insight. Shifting gears a bit. We’ve been addressing the larger municipal market. At Aquila, we know that 
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advisors and the clients of advisors look to us as the local subject matter expert. Jeff, what are you seeing locally in terms of 
Rhode Island’s economic growth?

Jeff Hanna:
The economic growth in Rhode Island actually has been pretty good. It’s been encouraging. We have an unemployment rate 
that’s below that of the national level, although there are a few adjustments that would need to be made in there, but relatively 
speaking, done very well. We’ve got a number of companies here that are growing. We have a few new companies that are 
moving here to Rhode Island, and we also have some offshore wind staging areas, both at Quonset Point. And part of the 
governor’s current proposal is a place called the South Quay in East Providence, which also could stand as a staging area for 
offshore wind. That would be the turbines and anything related to that. So, from that standpoint, it’s good, and Quonset Point also 
has a number of cars that come in from overseas and we’ve actually seen that number of cars coming into the port increasing 
over the last few months. So, that’s been encouraging as well. So, things are starting to move. Looks like supply chains have 
loosened up a little bit, automotive area, at least from the foreign imports.

Interviewer:
Those are all the questions we have for you today, Jeff. Thank you for joining us and providing great color on the markets.

Jeff Hanna:
Oh, thanks for having me. It’s always great to talk to you and have a great day.

Interviewer:
Same to you.

This presentation by Clarfeld Financial Advisors, LLC (“Clarfeld”), the Sub-Adviser to the Fund, is intended for general information purposes only. 
No portion of the presentation serves as the receipt of, or as a substitute for, personalized investment advice from Clarfeld or any other investment 
professional of your choosing.

No opinions shared are those of the portfolio managers and do not necessarily reflect those of the Investment Adviser or Sub-Adviser of the Fund.
Before investing in a Fund, carefully read about and consider the investment objectives, risks, charges, expenses, and other information found in the 
Fund prospectus. The prospectus is available through your financial professional, when you visit www.aquilafunds.com, or by calling (800) 437-1020. 
Information regarding holdings is subject to change and is not necessarily representative of the entire portfolio.
Mutual fund investing involves risk. Loss of principal is possible. Investments in bonds may decline in value due to rising interest rates, a real or 
perceived decline in the credit quality of the issuer, borrower, counterparty or collateral, adverse tax or legislative changes, court decisions, market or 
economic conditions. Fund performance could be more volatile than that of funds with greater geographic diversification. 
Information regarding holdings is subject to change and is not necessarily a representative of the entire portfolio. A complete list of the Fund’s current 
holdings, including percentage allocation, is available on our website and by contacting Aquila Group of Funds.
The Fund seeks to provide a high level of income exempt from state and federal income tax as is consistent with capital preservation. Past performance 
does not guarantee future results. For certain investors, some dividends may be subject to federal and state income taxes, including the alternative 
minimum tax referred to as AMT. Please consult your tax professional.
Independent rating services such as Standard & Poor’s, Moody’s and Fitch assign ratings with generally range from AAA highest to D lowest, to indicate 
the creditworthiness of underlying bonds in the portfolio. Where the independent rating services differ in the rating assigned to an issue or do not 
provide a rating for an issue, the highest available rating is used in calculating allocations by rating. Pre-refunded or escrowed bonds are issued to 
retire or regain an outstanding bond issue at a specific call date. Until the call date, the proceeds of the bond issuance are typically placed in a trust and 
invested in U.S. Treasury bonds or state and locate government securities.
Modified and effective duration both measure the value of a security in response to a change in interest rates. Effective duration also takes into account 
the effect of embedded options. The weighted average life, also referred to as weighted average maturity, is a reflection of the quickness with which the 
principal of an issue is expected to be paid.
A credit spread is a difference in yield between two bonds of similar maturity, but different credit quality.
Taxable equivalent yield is the return that is required on a taxable investment to make it equal to the return on a tax-exempt investment.
For certain investors, Net Investment Income Tax, known as NIIT may apply. NIIT is a 3.8% tax established by the patient protection and affordable care 
act that applies to the lessor of, the net investment income, or a taxpayer’s modified adjusted gross income above an applicable threshold amount.
Yield refers to the earnings generated and realized on an investment over a specific period. Yield is expressed as a percentage based on the invested 
amount, current market value, or face value of the security, and includes the interest earned or dividends received from holding a particular security. 
The yield ratio represents the comparison of the expected yield of one bond to the expected yield of another. A yield ratio is important when deciding 
whether to invest in one bond or another. Generally, the higher yield is considered better.
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