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Interviewer: 
Today we’re talking to Royden Durham, portfolio manager of Aquila Churchill Tax-Free Fund of Kentucky.  During the remainder of 2017 
and into 2018, are you anticipating that we’ll see additional rate increases from the Fed?

Royden Durham: 
The blueprint for the anticipated Fed moves for the remainder of the year were released on September the 20th.  Another Fed rate hike is 
anticipated in December. Making an assumption that the Florida and Texas hurricanes don’t affect the economy too much, plan on a Fed 
hike in December. The Fed blueprint for 2018 calls for two more small hikes, which has generally been the plan over the past two years. 

Interviewer: 
And how might the unwinding of the Fed’s balance sheet play out through either 2017 or into 2018?

Royden Durham:
The unwinding of the Fed’s balance sheet, according to Merrill Lynch, is far less than the headline amount of $3 trillion dollars.  Merrill’s 
estimate is around $885 billion and will start with small amounts of around $6 to $9 billion per month, culminating in 2022. The bottom-
line is the sales are estimated to raise the yield of a 10-year Treasury by roughly 25 basis points.  In the last three weeks of September we 
have already experienced a comparable decline. So the answer seems to be not a material effect, unless a recession were to start.

Interviewer: 
Since the 2016 election there’s been talk of increased infrastructure spending by the federal government.  How might those plans be 
impacted, if you think they will at all, by the 2017 hurricane season? 

Royden Durham:
Interestingly the Counsel of Development Finance in Washington, D.C. is forming a coalition that will ask Congress to create a new 
permanent category of federal tax-exempt bonds for disaster rebuilding. The group is proposing that $20 billion bonds be available annually 
for issuance for disaster recovery. The issuance seems to include territories such as the Virgin Islands and Puerto Rico. Also, as stated in my 
previous interviews, we can still expect a bill for infrastructure rebuilding that will include a heavy dose of P3 (public-private partnership) 
projects which are a coalition of public/private munis that will rely on tolls for repayment.

Interviewer: 
The fund invests only in investment grade bonds. Beyond the rating, what factors do you focus on when you’re evaluating the credit quality 
of potential or existing fund holdings?

Royden Durham:
We, as in our secondary credit advisor and me personally, review the economic and demographic trends taking place in the debt issuer’s 
geographic region. An example could be population growth trends that support water and sewer build-outs for Louisville and Jefferson 
Metropolitan Sewer District.  Another example would be expansion of health clinics to support a growing regional population.  Hospitals’ 
competitors in their own market would be something that we would look at as well. A vast amount of this information is easily accessible to 
us using market risk and analysis on our Bloomberg terminals.
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Interviewer:
And what are you anticipating in the way of new issuance in the fourth-quarter of 2017?

Royden Durham:
In the fourth-quarter, forward calendar in Kentucky, at this point, is very light. There’s $200 million Louisville/Jefferson Metropolitan 
Sewer District bands which is very short-term and we will most likely not participate. A $30 to $40 million Louisville GO is also coming 
soon, but doubt it will meet with our structural wishes with a five percent coupon and a maturity of somewhere between 10 to 15 years. 
Typically, at this point in the year, the calendar is sparse and tends to build as we get closer to December. I still anticipate a $400 million-
plus Yum Arena financing which most recently has been rumored to be coming toward the end of October. Our participation is not 
guaranteed until we like the rating and structure. The preceding deal came insured – hope this one comes insured as well.

Interviewer: 
Thank you very much. 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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