
November 14, 2019

VIA E-MAIL

Secretary
Securities and Exchange Commission
100 F Street, N.E.
Washington, DC 20549-1090

Re: Securities Exchange Act Rel. 34-85430 (SR-NYSEArca-2019-14)

Dear Secretary:

NYSE Arca, Inc. filed the attached Partial Amendment No. 1 to the above-referenced filing on
November 14, 2019.

Sincerely,

Encl. (Partial Amendment No. 1 to SR-NYSEArca-2019-14)

Martha Redding

Associate General Counsel
Assistant Secretary
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SR-NYSEArca-2019-14--Partial Amendment No. 1

NYSE Arca, Inc. hereby amends SR-NYSEArca-2019-14 (the “Filing”) as follows:

1. The following paragraphs are added after the second full paragraph on page 9 of
the Filing and after the first full paragraph on page 20 of Exhibit 1 to the Filing:

“The Adviser and Subadviser represent that, with respect to the Fund’s
investments in CDOs (which, for purposes of this filing, include CBOs and
CLOs), the Fund will invest principally in the senior-most tranches of these
securities, generally with an AAA investment rating which have first claim in the
capital structure and generally have less sensitivity to the credit risk of the
underlying assets (e.g., bank loans or commercial real estate). The Adviser and
Subadviser further represent that CDOs/CLOs represent about one quarter of the
non-agency securitized credit market and have issuances of about $793.9 billion
as of September 30, 2019. The senior most tranches provide investors with
additional protections by distinguishing such investments from many of the
attributes associated with the underlying assets. This credit enhancement
provides the senior-most tranches “loss absorption” as credit losses from the
collateral would be borne mainly by the more junior tranches. The relative lack
of sensitivity to underlying credit exposure for senior CDO tranches allows
market participants to more accurately assess current valuations, which may result
in greater market liquidity.

The Adviser and Subadviser represent that the senior-most CLO tranches
generally make up at least 60% of the total amount issued in each securitization.
The Subadviser notes that the senior-most CLO tranches also make up most of the
secondary trading volume for these securities. Most investors in these tranches are
institutional and professional investors (such as asset managers, insurance
companies, pensions and money-center bank treasury offices). Transparency in
the underlying collateral is robust as trustees and servicers generally must report
holdings on a monthly basis. In addition, the underlying collateral (e.g., U.S.
broadly-syndicated bank loans) for CLOs is actively traded throughout the day as
most of the underlying collateral held by retail mutual funds also serves as the
underlying collateral for CLOs. Because mutual funds must calculate a daily
price for these investments, there is more readily available information for
investors to establish a market price. The asset transparency along with the
seniority of the CLO tranches tends to create more stable and predictable cash
flows, and, therefore, pricing can be more readily established and analyzed,
including in volatile markets. Thus, the senior-most CLO tranches generally trade
at tighter spread even in times of market volatility.

The Adviser and Subadviser represent that the JPM CLO Index, which reflects
recent total return performance across the CLO capital structure, provides a
readily available indication of the amount of volatility (as measured by standard
deviation) that CLOs have experienced and how large the “drawdown” (worst 12-
month total return) has been in times of stress. These two measures show
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significant differences in the stability of returns and the “drawdown” between the
senior-most (“AAA CLO”) and the most junior tranches (“B CLO”). In addition,
the Adviser and Subadviser represent that, like the corporate credit market, the
investment grade portions of the securitized credit market are generally more
liquid than lower-rated securities, with ample price discovery, while lower-rated
securities are more volatile, with valuations that are more difficult to discern in
times of market stress.

The Adviser and Subadviser also represent that analysis of both TRACE data and
collateralized mortgage-backed securities (“CMBS”)/CLO spreads over time
show how markets have behaved in past periods of volatility. During the period
from January 2012 through September 2019, CLO spread widening occurred
during periods of broader market volatility. There was a relatively high volume
of CLOs trading in the secondary market, especially in the senior-most tranches,
and the spread moves were most pronounced in the junior tranches, while AAA
CLOs did not experience a large spread move.”

All other representations in the Filing remain unchanged as stated therein and no
other hanges are being made.




