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INCOME PORTFOLIO 
 
Action: Buy Gabelli Equity Trust Inc. 5.00% Series H Cumulative Preferred Stock 
   
Ticker Symbol: GAB.PH * 
 
Buy Price: At Prices Up to $21.70 
 
Allocation: 10% of the amount of your financial market assets that you plan to use for income-generating 

purposes. 
 

* Note: Different exchanges and different securities brokerage firms use different ticker 
symbols for Gabelli Equity Trust Inc. 5.00% Series H Cumulative Preferred Stock (i.e. 
GAB.PH, GAB-PH, GAB/PH, etc.). Therefore, you should contact your brokerage firm for the 
symbol that its uses for that stock. 

 
 
Action: Buy PowerShares Senior Loan Portfolio 
 
Ticker Symbol: BKLN 
 
Buy Price: At Prices Up to $25.00 
 
Allocation: 10% of the amount of your financial market assets that you plan to use for income-generating 

purposes. 
 

Dear Member, 
 
In this era of low interest rates, many of you are struggling with ways to generate a higher level of income from 
your investments. That’s true especially for those of you who rely upon investment income to pay for your daily 
living expenses. 
  
With interest payments from investment-grade bonds and dividends from stocks of most financially-strong 
companies yielding annual returns of less than 3.0%, some of you are probably concerned about maintaining 
your standard of living. 
 
Although you could potentially generate a high level of income by investing in high-yield corporate bonds – junk 
bonds – those investments often involve considerable risks, such as the risk of not receiving interest and 
principal payments when they’re due. 
 
Fortunately, there’s an alternative investment that also pays relatively high yields, but that does not include the 
risks that are inherent in junk bonds – preferred stock issued by closed-end management investment 
companies. Several of those stocks pay an annual dividend yield in excess of 5.0%. 
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Unfortunately, the vast majority of those stocks entail substantial liquidity risk, meaning that their volume of 
trading tends to be very light. That light trading volume often prevents investors from buying and selling those 
stocks at favorable prices. 
 
An exception is Gabelli Equity Trust Inc. 5.00% Series H Cumulative Preferred Stock (GAB.PH), which 
began trading on the New York Stock Exchange on September 26, 2012. 
 
Although the daily trading volume for GAB.PH also tends to be small, approximately 26,700 shares of that 
stock traded per day, on average, over the past 30 trading sessions. That compares to less than 1,000 shares 
of Tri-Continental Corp. $2.50 Cumulative Preferred (TY-P), less than 1,000 shares of GDL Fund Series B 
Cumulative Puttable & Callable Preferred Shares (GDL-PB) and less than 5,000 shares of General American 
Investors Co. Inc. 5.95% Cumulative Preferred Series B (GAM-PB) that traded per day, on average, during that 
same 30-day period. 
 
Gabelli Equity Trust Inc. 5.00% Series 
H Cumulative Preferred Stock 
(GAB.PH) 
 
Gabelli Equity Trust Inc. Series H Cumulative 
Preferred Stock (GAB.PH) is issued by The 
Gabelli Equity Trust Inc., a closed-end 
management investment company that was 
founded during May 1986 by legendary investor 
Mario Gabelli. 
 
Unlike the risks associated with investing in junk 
bonds, there’s almost a 100% likelihood that 
persons who invest in GAB.PH will receive the 
trust’s scheduled dividend payments. That’s due 
primarily to the following: 
 

(1) The Investment Company Act of 1940 
requires registered investment companies that 
issue preferred stock to have an asset 
coverage ratio of at least 200%. That means that the total assets of The Gabelli Equity Trust (less all 
of its liabilities) must be equal to, at all times, at least twice the value of all of the trust’s outstanding 
preferred stock. 

 
(2) As of October 31 30, 2013, The Gabelli Equity Trust’s outstanding preferred stock, including its 

Series H Cumulative Preferred Stock, had an asset-coverage of 498% – the value of the trust’s net 
assets was almost four times the value of all of the company’s outstanding preferred stock. Hence, 
the value of The Gabelli Equity Trust’s holdings, which consist primarily of investments in publicly-
traded mid- and large-cap stocks, would need to decline by approximately 75% for the trust to be 
unable to redeem all of its outstanding preferred stock and to pay all of the cumulative dividends 
owed to its preferred shareholders: 

 
 

Net Asset Value of The Gabelli Equity Trust / Liquidation Value of All Outstanding Preferred Stock = 
Asset Coverage: 

 
(Asset Coverage+ 1) = Asset Coverage Ratio in Percent 

 
Net Asset Value of The Gabelli Equity Trust: $1,332,919,067 
Liquidation Value of All Outstanding Preferred Stock: $334,507,100 
Asset Coverage Ratio: 3.98 
Asset Coverage Ratio (in percent): 498% 

GAB.PH General Information 
(As of December 9, 2013) 

Closing Price: $21.65
Current Yield: 5.77%
Dividends per Share: $0.3125
Annualized Dividend: $1.25
Average Daily Trading Volume (30 days): 26,783
Standard & Poor’s Credit Rating: AAA
Asset Coverage: 498%
Cumulative: Yes
Perpetual: Yes
Redeemable: Yes
Call Date: 09/27/17
Call Price: $25.00
Shares Outstanding: 4.2 Mil.
Market Capitalization: $90.9 Mil.

Dividend Payable Dates: Dec. 26, Mar. 26 
Jun. 26, Sep. 26
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(3) The net asset value of The Gabelli Equity Trust tends to move in-line with the S&P 500 Index. 
 

(4) In light of the fact that the S&P 500 Index has never declined by more than 44% during any 
period in history, including the stock market crash of 1929, there appears to be a very low 
probability that the value of the trust’s holdings would fall by more than 75%. (Note: For the year 
ended December 31, 2008, when the S&P 500 Total Return Index suffered its worst decline 
since 1931, The Gabelli Equity Trust was still able to maintain a coverage ratio of 289% for all of 
its outstanding preferred stock). 

 
Although the factors outlined above indicate that there’s little chance of GAB.PH defaulting on its 
dividend payments, the stock is susceptible to interest-rate risk, meaning that its price would likely fall 
sharply in the event that market interest rates were to rise considerably. 
 
However, my experience suggests that investors’ expectations regarding the future direction of interest rates 
have already been factored into the price of GAB.PH, with market-makers lowering their bid and ask prices 
substantially for the stock during mid-May to mid-September of this year in anticipation that the Federal 
Reserve would soon begin to raise short-term interest rates. 
 
After the readings on several economic indicators worsened during August, and the Fed announced on 
September 18 that it plans to continue to purchase large amounts of U.S. government securities, GAB.PH 
stabilized near $21.45. 
 
Although the stock fell a bit further from September 23 to October 18, it traded in a narrow sideways range 
from October 21 to November 13 after the Fed reiterated on October 30 that it plans to continue to purchase 
large amounts of U.S. government securities. In that announcement, the Federal Open Market Committee – 
the committee that determines the Fed’s interest-rate policy – said, “a highly accommodative stance of 
monetary policy will remain appropriate for a considerable time after the asset purchase program ends and the 
economic recovery strengthens.” Since then, GAB.PPH has trended higher. 
 
With my research indicating that the Fed will maintain interest rates at low levels for at least another six 
months, my experience suggests that now is a good time for those of your who are seeking to generate reliable 
income from your investments to allocate a portion of your financial market assets to GAB.PH. 
 
In regard to the safety of investing in that fixed-income security, my research indicates that there’s a floor of 
support for GAB.PH, with The Gabelli Equity Trust stating in its prospectus that it may purchase shares of its 
preferred stock in the open market when those shares trade at a discount to their liquidation value – when 
GAB.PH falls below $25. 
 
In light of the fact that The Gabelli Equity Trust relies upon the issuance of preferred stock to increase its 
investments in the trust’s investment fund – to strive to generate higher returns for that fund by employing 
financial leverage –The Gabelli Equity Trust has an inherent interest in assuring that persons who invest in its 
preferred stocks do not incur any substantial losses.  
 
Therefore, I would expect the trust to buy back GAB.PH in the open market if the stock were to decline 
substantially below $20. Any such buyback would likely lead to a quick rebound in GAB.PH. 
 
With a 5.77% annualized yield as of December 9, 2013, an AAA credit rating, and almost no chance of default, 
Gabelli Equity Trust Inc. 5.00% Series H Cumulative Preferred Stock (GAB.PH) appears to be an excellent 
investment, especially for those of you who are seeking ways to generate a higher level of dependable income. 
 
I recommend purchasing GAB.PH at prices up to $21.70. 
 
However, I advise you to spread out any purchases of GAB.PH over a few hours. In addition, I advise you to 
place buy-limit orders on GAB.PH as opposed to market orders. That’s because the trading volume for 
GAB.PH is relatively light, with only 26,783 shares of that stock trading per day, on average, over the past 30 
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days. Hence, if a large number of investors were to place orders simultaneously to buy GAB.PH, the offer price 
for that stock might rise to an unfavorable level. 
 
Beginning September 27, 2017, the Gabelli Equity Trust Inc. 5.00% Series H Cumulative Preferred Stock will 
be callable at any time at the liquidation value of $25.00 per share plus accrued dividends. 
 
 
PowerShares Senior Loan Portfolio (BKLN) 
 
In addition to GAB.PH, I like what I see in PowerShares Senior Loan Portfolio (BKLN), an exchange-traded 
fund that invests primarily senior loans made to large, privately-held companies. 
 
Senior loans, which are also referred to as leveraged loans, syndicated loans, and floating-rate loans, are 
privately-arranged debt instruments that provide loans to companies that are in need of operating capital, but 
who are often not in a position to issue publicly-traded debt securities. Those loans, which are issued by 
commercial banks and other financial institutions, tend to be syndicated by a group of banks and institutional 
investors. Typically, they’re issued in conjunction with leveraged buyouts, mergers and acquisitions. 
 
Bank Loan exchange-traded funds (“ETFs”) and closed-end funds (“CEFs”) tend to pay relatively high 
yields, and they offer a degree of protection against increases in interest rates. 
 
Although the credit ratings for those loans tend to be below investment-grade, with Standard & Poor’s ratings 
ranging from BB+ to CCC- for the majority of those loans, they’re usually secured by various types of 
salable assets, such as manufacturing plants, office buildings, business equipment, product 
inventories and trade accounts receivable. Those types of collateral tend to provide a high degree of 
protection for any loans that might go into default. And, unlike similarly-rated junk bonds, secured bank loans 
are senior to the claims of other creditors, meaning that they’re second in line to the IRS when a company 
defaults on its debts and enters into bankruptcy proceedings – the interest and principal that’s due on those 
loans must be paid to the holders of those loans before any money is paid to other creditors. 
 
In regard to interest-rate risk – the risk that the value of an investment will decline when market interest rates 
rise – senior secured bank loans have variable rates that adjust every 30 to 90 days to changes in 
market interest rates. However, those rates don’t’ adjust until market interest rates rise by a certain pre-
determined amount. 
 
Concerning other risks that are characteristic of senior bank loans, those loans usually trade at prices that are 
above their par value. Yet, they allow borrowers to pay off those loans, at any time, at par value. Hence, the 
market value of senior bank loans tends to decline when borrowers refinance their loans at lower interest rates. 
However, my research indicates that there’s a low probability of that happening over the next two years 
because there’s a much greater likelihood that market interest rates will rise than the chance that they’ll fall 
during that period. 
 
In regard to one other factor that you should consider before investing in bank loan ETFs or CEFs, 
many of those funds tend to trade at a premium or discount to their net asset value (“NAV”). For 
example, the Eaton Vance Floating Rate Income Plus Fund (EFF) was trading at a 6.7% discount to its 
NAV, while the First Trust Senior Loan Fund (FTSL) was trading at a 0.2% premium to its NAV, as of 
December 9, 2013. 
 
I advise you against investing in any bank loan ETF/CEF that’s trading at a substantial premium to its 
NAV – that’s trading at a price that is substantially higher than the value of the loans and other 
securities that compose those funds. That’s because the market prices of ETFs and CEFs that trade at a 
substantial premium tend to decline substantially over a short period of time when they fall out of favor. 
 
Although I reviewed several ETFs and CEFs that were paying relatively high yields, ranging from a high of 
6.72% for Eaton Vance Floating Rate Income Plus Fund and a low of 3.24% for First Trust Senior Loan Fund 
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ETF as of December 9, I liked best what I saw in PowerShares Senior Loan Portfolio (BKLN), which was 
paying an annualized yield of 4.07% as of that same date. 
 
 
Key Information Concerning 
PowerShares Senior Loan Portfolio 
 
The PowerShares Senior Loan Portfolio 
seeks investment results that correspond to 
the price and yield of the S&P/LSTA U.S. 
Leveraged Loan 100 Index. That index is 
designed to track the market-weighted 
performance of large institutional senior 
loans based on market weightings, spreads 
and interest payments. 
 
Under normal market conditions, the Fund 
invests at least 80% of its total assets in the 
securities that comprise the Index. 
However, the Fund’s prospectus allows it to 
invest up to 20% of its assets in closed-end 
funds that invest all or a portion of their 
assets in senior bank loans and in other 
liquid instruments such as high-yield bonds. 
 
Unlike the other Bank Loan ETFs and CEFs 
that I reviewed, BKLN is very actively-
traded, with approximately 2.8 million 
shares of that ETF trading per day, on 
average, over the 30 days ended December 
9, 2013. In comparison, approximately 
146,000 shares of the Eaton Vance 
Floating Rate Income Trust (EFT) traded 
per day, on average, over that same 30-day 
period, while only 42,000 shares of First Trust Senior Loan Fund ETF (FTSL) and 32,000 shares of 
Highland/iBoxx Senior Loan ETF (SNLN) traded per day, on average, during that period. 
 
In regard to the price volatility of the Bank Loan ETFs and CEFs that I reviewed, each of the closed-end funds 
managed by Eaton Vance Corp. were much more volatile than other Bank Loan ETFs/CEFs. That greater 
volatility seems to be due to the fact that those closed-end funds use a high degree of leverage, meaning that 
they issue preferred stock and debt securities to increase their investments in senior bank loans. Specifically, 
preferred stock and debt securities account for approximately 37% of the net assets of each of Eaton Vance’s 
Bank Loan CEFs. 
 
Although the use of leverage can increase the returns that are generated on an investment, using leverage can 
also increase losses when the securities held in a portfolio decline. 
 
Because our new Income Portfolio is designed for those of you who are just as interested in preserving the 
value of your investments as in increasing the value of your portfolios, I feel that EFF, EFR and EFT prevent 
too much risk in terms of their vulnerability to financial market downturns. Therefore, I urge you to not invest 
any of your money into those CEFs. 
 
Meanwhile, the relatively light trading volume of FTSL and SNLN presents too much liquidity risk, meaning that 
their low volume of trading could prevent you from buying and selling those ETFs at favorable prices. In 
contrast to the negative factors mentioned above, the PowerShares Senior Loan Portfolio (BKLN) doesn’t 
use any leverage, and the daily trading volume of that ETF tends to be very substantial. 

BKLN General Information 
(As of December 9, 2013) 

Closing Price: $24.87
Average Daily Trading Volume (30 days): 2.8 Million
Shares Outstanding: 250.7 Mil.
Market Capitalization: $6.3 Bil.
Current Monthly Distribution per Share: $0.08434
Annualized Distribution per Share: $1.01
Current Annualized Yield: 4.08%
Number of Loans/Securities Held: 138
Number of Days between Rate Resets: 57
Average Years to Maturity of Holdings: 4.9 Years
Distribution Date: Last day of every month

BKLN’s Top 10 Holdings 
(As of 12/03/13) 

Company Name 
Coupon 

Rate 
Maturity 

Date Rating 
Percent 
of Fund

Asurion Corp. 4.50% 05/24/19 B+/Ba2 2.0% 
Fortescue Metal 4.25% 06/30/19 BBB-/Baa3 1.9% 
H.J. Heinz 3.50% 06/05/20 BB/Ba2 1.9% 
First Data Corp. 6.75% 11/01/20 B+/B1 1.7% 
Intelsat Jackson 3.75% 06/30/19 BB-/Ba3 1.6% 
Valeant Pharma. Int’l 4.50% 08/05/20 BB/Ba1 1.6% 
Chrysler Auto 4.25% 05/24/17 BB/Ba1 1.5% 
Biomet 3.69% 07/25/17 BB-/B1 1.5% 
BMC Software Finance 5.00% 09/10/20 B+/B1 1.5% 
H.J. Heinz Company 3.25% 06/07/19 BB/Ba2 1.4% 
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Separately, the overall credit ratings of the loans held by BKLN are higher than the credit ratings of the loans 
held by SNLN and FTSL; (see the table below). 
 

Debt Ratings for Bank Loan ETFs and CEFs 

Debt Category 
S&P Debt 

Rating BKLN SNLN FTSL EFF EFR EFT 
High-Grade AAA to AA- 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 
Upper Medium-Grade A+ to A- 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 
Lower Medium-Grade BBB+ to BBB- 4.3% 4.1% 1.9% 3.2% 1.0% 1.0% 
Speculative Debt BB+ to BB- 42.8% 33.6% 37.8% 42.4% 48.0% 48.8% 
Highly Speculative Debt B+ to B- 47.1% 52.9% 59.2% 46.8% 43.5% 43.2% 
Substantial Risks Debt CCC+ to CCC- 4.3% 9.4% 1.2% 5.3% 2.7% 2.5% 
Extremely Speculative Debt CC to C 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 
In Default Debt D or Not Rated 1.4% 0.0% 0.0% 2.3% 4.8% 4.5% 

 
With my research indicating that market interest rates will remain at low levels for at least the next six months, 
and that they’ll rise very modestly over the next few years, PowerShares Senior Loan Portfolio (BKLN) appears 
to be a wise investment for those of you who are seeking ways to generate regular income off your 
investments without taking undue risks. Therefore, I recommend allocating a percentage of your assets to 
BKLN at prices up to $25. 
 
During the weeks ahead, I’ll provide you with some information on several other fixed-income securities that 
appear to be relatively safe investments and that are paying relatively high yields. 
 
Next week, I plan to discuss Covered Call Writing ETFs. Those ETFs are currently yielding between 5.7% and 
10.0% on an annualized basis. 
 
 

 

David N. Frazier 
President and Chief Market Strategist 
Frazier & Mayer Research, LLC 
dba TheMarketMonk.com 

 

 

This report is published by Frazier & Mayer Research, LLC. This publication is intended solely for informational purposes and should not be construed, 
under any circumstances, by implication or otherwise, as an offer to sell or a solicitation to buy, sell or trade in any securities herein named. 
 
The information contained in this report has been obtained and compiled from sources deemed to be reliable. However, we do not guarantee the 
completeness, accuracy, and/or usefulness of that information. That information should be used as references only with your own discretion. The owner, 
publisher, and editors of this report are not responsible for any errors and/or omissions. 
 
The content of this report should not be construed, under any circumstance, as an express or implied promise, guarantee, or implication that you will 
profit from or that any potential investment losses can or will be limited in any manner whatsoever. Any investment or trade recommendation made in this 
report is taken at your own risk for your own account. 
 
Frazier & Mayer Research, LLC does not guarantee, and readers of this report should not assume, that the future performance of our investment and/or 
trade recommendations will equal the past performance of those recommendations. 
 
The publisher of this report and/or its principals, officers, employees, associates, or affiliates may, at any time, invest in and trade the securities covered 
in this report. 
 
Your are prohibited from copying or redistributing this report without obtaining express written permission from Frazier & Mayer Research, LLC. 
 
Published by Frazier & Mayer Research, LLC 6489 Chasewood Drive, Suite C Jupiter, FL 33458
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