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While risk appetites in general remained intact during first quarter 2024, interest rates retraced some of their 
late-2023 rally. Municipal bonds—and high yield municipal bonds, in particular—performed quite well amidst the 
rising-rate backdrop. The S&P Municipal Bond High Yield Index’s gain of 2.5% handily outpaced the S&P Municipal 
Bond Index’s 0.1% decline. The S&P Short Duration Municipal Yield Index split the difference, advancing 1.3%.1

Current Dynamics Are Supportive of Munis

The combination of robust economic activity and sticky but somewhat 
manageable inflation during the quarter appeared to fuel hopes 
that a soft landing was not only possible but also likely, and would 
require only limited Federal Reserve policy intervention to achieve. 
Futures markets recalibrated their expectations for the number and 
magnitude of 2024 rate cuts, going from six cuts totaling 150 basis 
points in January to only three for 75 basis points by quarter end.2 The 
outlook grew more hazy in early April, however, as a hot inflation print 
for March threatened to derail the 2024 rate cuts that both the market 
and the central bank appear to want.

In an environment not terribly supportive of fixed rate assets, munis in 
general comported themselves well and high yield munis surged. It’s 
been our observation that market technicals tend to be particularly 
impactful on muni performance in the short term; indeed, supportive 
supply/demand dynamics bolstered muni returns in the first quarter. 
After shedding considerable assets for the past two calendar years, 
muni bond mutual funds saw strong inflows to start 2024. Muni funds 
attracted nearly $8 billion year to date through February, with high 
yield-focused portfolios garnering about 40% of the flows.3 While this 
is encouraging, we’d caution that demand also started strong in 2023 
before fading as the year progressed. 

Issuance, too, may be poised for a turnaround after two years of 
declining net supply. First quarter issuance of about $100 billion was a 
25% improvement relative to the same period in 2023, and two-thirds 
of this amount represented new money.4 We think this trend has 
the potential to persist. Municipal coffers generally are well funded 
following years of federal-level support and the tax-revenue snapback 
that accompanied post-Covid economic reopenings, while the volatile 

interest rate environment further disincentivized taking on additional 
debt. Waning federal support for state and local governments 
combined with what could be peak policy rates seem likely to pique the 
interest of potential issuers. And while the imbalance between supply 
and demand has helped bolster prices in recent years, we think there 
is sufficient pent-up demand for muni bonds to absorb any uptick in 
issuance—particularly with both absolute and tax equivalent yields at 
levels such high levels. 

Fundamentally, the municipal market remains robust. Unlike the US 
federal government, the fiscal positions of state and local governments 
are strong overall. Total financial assets for state and local govern-
ments ended 2023 at an all-time nominal high, and expenditures, while 
above trend, have begun to moderate.5 Municipal bond defaults are far 
less common than defaults by corporate issuers—muni issuers have 
multiple levers that can be pulled to help service their debt, including 
tax increases, spending cuts and drawing on reserves—and current 
fiscal dynamics should help support historically low default rates as 
well as high recovery rates in the event of default.

How Soon Is Now? 

We believe current conditions in the municipal bond market—marked 
by elevated yields, favorable technicals and healthy fundamentals—
help support putting money to work in fixed-rate, tax-exempt bonds.6 
Longer-dated issues may be particularly attractive at the moment, 
offering the opportunity to lock in yields not seen in many years.

While we are constructive on the municipal market as a whole, we 
believe there are a number of unloved, overlooked or contrarian 
sectors in which fundamental, research-driven managers can 
uncover particularly attractive investment opportunities. With 
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Portfolio Review
Short Duration High Yield Municipal Fund A Shares (without sales 
charge*) posted a return of 0.51% in first quarter 2024. The Fund 
outperformed the S&P Short Duration Municipal Index in the period. 

Leading contributors in the First Eagle Short Duration this quarter 
included American Airlines, Inc., Acero Charter Schools Inc Obligated 
Group, County of Prince George’s MD Westphalia Town Center 
Development District, 3 World Trade Center LLC and Aquinas College.

Special facility revenue bonds were issued on behalf of American 
Airlines by the New York Transportation Development Corporation to 
finance upgrades at JFK Airport’s Terminal 8. American accounted 
for nearly 13% of JFK’s passenger traffic over the 12 months ended 
February.

Tax-exempt bond issuance by charter schools had risen steadily 
following the global financial crisis, but peaked in 2021 as the onset of 
the Fed’s current rate-hike cycle stymied demand. We see good value 
among issuers in the space—including Acero—and charter schools 
are among the fund’s largest sector allocations.

The special obligation bonds in support of Prince George’s Westphalia 
Town Center project are among the largest holdings in the fund. The 
mixed-use development in Upper Marlboro, Maryland—a high-income 
area approximately 10 miles southeast of Washington, DC—will include 
residential, retail and office space.

The leading detractors in the quarter were Mount St Mary’s University 
Inc., BSLC Obligated Group, OU Medicine Obligated Group, Marie Selby 
Botanical Gardens Inc and Waste Pro USA Inc.

Frederick County, Maryland, issued educational revenue bonds to 
finance improvements at Mount St. Mary’s, a private Catholic college in 
Emmitsburg.  

BSLC (Bethesda Senior Living Communities) is multisite affordable 
senior housing obligated group that operates across Colorado and 
other Great Plains states, with more than 800 units. Unlike many of its 
affordable senior housing peers, BSLC never experienced any distress 
during Covid, and the credit has steadily improved since, with strong 
occupancy and debt-service coverage and growing liquidity. Our 
ownership represents senior-tier bonds at what we believe to be a 
comfortable discount to par.  

Health system revenue bonds were issued by the Oklahoma 
Development Finance Authority in support of OU Medicine, which owns 
and operates the hospitals of the Oklahoma University Medical System 
but is a separate legal entity.

We appreciate your confidence and thank you for your support.

Sincerely,

First Eagle Investments

*	 Performance for Class A shares without the effect of sales charges and assumes all distributions have been reinvested, and if a sales charge was included values would be 
lower.

about $4 trillion distributed across more than one million distinct 
municipal bonds and 50,000 issuers, the municipal bond market is 
large but highly fragmented, which historically has resulted in pricing 
inefficiencies and opportunities for skilled active investors to add 
value.7 Through rigorous underwriting we seek to uncover what we 

7.	  Source: Securities Industry and Financial Markets Association; data as of March 30, 2023.

consider hidden gems that are well-managed and well-positioned in 
their markets while offering favorable yields and dollar prices that 
we believe have the potential to compensate over the long term. As 
we ramp up our portfolios, we are looking to both the new issue and 
secondary markets for such opportunities.
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The annual expense ratio is based on expenses incurred by The Fund, as stated in the most recent prospectus.
Fee waivers were in effect for some of the periods shown. Had fees not been waived and/or expenses reimbursed, returns would have been lower.
Definitions
Diversification does not guarantee investment returns and does not eliminate the risk of loss.
The federal funds rate is the interest rate at which depository institutions (banks and credit unions) lend reserve balances to other depository institutions overnight on an uncollater-
alized basis. Duration is a measure of the sensitivity of the price of a bond or other debt instrument to a change in interest rates. Default Rate measures how often a particular type 
of bond (categorized by issuer, sector, credit rating, etc.) or other borrower has defaulted (missed or delayed scheduled payments) over a given period of time. 
Risk Disclosures
All investments involve the risk of loss of principal.
The First Eagle Short Duration High Yield Municipal Fund (“The Fund”) is new and may not be successful under all future market conditions. The Fund may not attract sufficient assets 
to achieve investment, trading or other efficiencies.
The Fund may invest in high yield, fixed income securities that, at the time of purchase, are non-investment grade. High yield, lower rated securities involve greater price volatility and 
present greater risks than high rated fixed income securities. High yield securities are rated lower than investment-grade securities because there is a greater possibility that the 
issuer may be unable to make interest and principal payments on those securities. High yield securities involve greater risk than higher rated securities and portfolios that invest in 
them may be subject to greater levels of credit and liquidity risk than portfolios that do not.
Municipal bonds are subject to credit risk, interest rate risk, liquidity risk, and call risk. However, the obligations of some municipal issuers may not be enforceable through the 
exercise of traditional creditors’ rights. The reorganization under federal bankruptcy laws of a municipal bond issuer may result in the bonds being cancelled without payment or 
repaid only in part, or in delays in collecting principal and interest.
Strategies whose investments are concentrated in a specific industry or sector may be subject to a higher degree of risk than funds whose investments are diversified and may not 
be suitable for all investors.
Funds that invest in bonds are subject to interest-rate risk and can lose principal value when interest rates rise, while they typically increase their principal values when interest 
rates decline. Bonds are also subject to credit risk, in which the bond issuer may fail to pay interest and principal in a timely manner, or that negative perception of the issuer’s ability 
to make such payments may cause the price of that bond to decline.
S&P Municipal Bond Index measures the market-value-weighted performance of bonds issued by state and local municipalities in the U.S. and its territories. S&P Short Duration 
Municipal Yield Index measures the performance of high yield and investment grade municipal bonds with duration range of one to 12 years maturity. S&P Municipal Bond High 
Yield Index consists of bonds in the S&P Municipal Bond Index that are not rated or whose ratings are less than or equal to BB+ by SPGR, Ba1 by Moody’s, or BB+ by Fitch Ratings. 
S&P Municipal Yield Index measures the performance of high yield and investment grade municipal bonds. Index constituents are market value-weighted and adjusted for credit 
rating and concentration limits.
Indices are unmanaged and do not incur management fees or other operating expenses. One cannot invest directly in an index. 
The holdings mentioned herein represent the following total assets of the First Eagle Short Duration High Yield Municipal Fund as of 31-Mar-2024: American Airlines, Inc. 7.08%; 
Acero Charter Schools Inc Obligated Group 3.25%; County of Prince George’s MD Westphalia Town Center Development District 7.00%; 3 World Trade Center LLC 2.90%; Aquinas 
College 2.54%; Mount St Mary’s University Inc. 4.28%; BSLC Obligated Group 1.87%; OU Medicine Obligated Group 2.94%; Marie Selby Botanical Gardens Inc 2.65%; Waste Pro USA Inc 
0.81%.
The commentary represents the opinion of the High Yield Municipal Credit team as of the date noted. The opinions expressed are not necessarily those of the firm. These materials 
are provided for informational purposes only. These opinions are not intended to be a forecast of future events, a guarantee of future results, or investment advice. Any statistics 
contained herein have been obtained from sources believed to be reliable, but the accuracy of this information cannot be guaranteed. The views expressed herein may change at any 
time subsequent to the date of issue hereof. The information provided is not to be construed as a recommendation or an offer to buy, hold or sell or the solicitation of an offer to buy 
or sell any fund or security.
The Fund’s portfolio is actively managed and holdings can change at any time. Current and future portfolio holdings are subject to risk.

Average Annual Returns
Data as of 31-Mar-2024

Since 
Inception

Gross 
Expense 

Ratio¹

Net Expense  
Ratio

Adjusted 
Expense  

Ratio²
Fund Inception Date

Class A (FDUAX) w/o load 1.67% 1.53% 0.97%  0.85% Jan 2, 2024

Class A (FDUAX) w/ load -0.91% 1.53% 0.97%  0.85% Jan 2, 2024

Class I (FDUIX) 1.75% 2.28% 0.72% 0.60% Jan 2, 2024

Class R6 (FDURX) 1.73% 1.28% 0.72% 0.60% Jan 2, 2024

S&P Short Duration Municipal Yield Index 1.26%

The performance data quoted herein represents past performance and does not guarantee future results. Market volatility can dramati-
cally impact the fund’s short term performance. Current performance may be lower or higher than figures shown. The investment return 
and principal value will fluctuate so that an investor’s shares, when redeemed, may be worth more or less than their original cost. Past 
performance data through the most recent month end is available at www.firsteagle.com or by calling 800-334-2143. The average annual 
returns are historical and reflect changes in share price, reinvested dividends and are net of expenses. “With sales charge” performance 
for class A shares gives effect to the deduction of the maximum sales charge of 2.50%. The average annual returns for Class C shares 
reflect a CDSC (contingent deferred sales charge) of 1.00% in the year-to-date and first year only. Class I shares require $1MM minimum 
investment and are offered without sales charge. Class R6 shares are offered without sales charge. Operating expenses reflect the 
Fund’s total annual operating expenses for the share class of the Fund’s most current prospectus, including management fees and other 
expenses. 
1. First Eagle Investment Management, LLC (the “Adviser”) has contractually agreed to waive and/or reimburse certain fees and expenses of Classes A, I and R6 so that the total 
annual operating expenses (excluding interest charges on any borrowings, taxes, brokerage commissions and other expenses incurred in placing orders for the purchase and sale 
of securities and other investment instruments, acquired fund fees and expenses, dividend and other expenses relating to short sales, and extraordinary expenses, if any) (‘‘annual 
operating expenses’’) of each class are limited to 0.85%, 0.60% and 0.60% of average net assets, respectively. Each of these undertakings lasts until 28-Feb-2025 and may not be 
terminated during its term without the consent of the Board of Trustees. The Short Duration High Yield Municipal Fund has agreed that each of Classes A, I and R6 will repay the 
Adviser for fees and expenses waived or reimbursed for the class provided that repayment does not cause annual operating expenses (after the repayment is taken into account) to 
exceed the lesser of: (1) 0.85%, 0.60% and 0.60% of the class’ average net assets, respectively; or (2) if applicable, the then-current expense limitations. Any such repayment must be 
made within three years after the year in which the Adviser incurred the expense.
2. The Adjusted Expense Ratio excludes certain fees and expenses, such as interest expense and fees paid on Fund borrowings and/or interest and related expenses from inverse 
floaters. The Fund is currently in a “ramp-up” period, during which it may not be fully invested, and certain of these expenses may change over time.
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The information is not intended to provide and should not be relied on for accounting or tax advice. Any tax information presented is not intended to constitute an analysis of all tax 
considerations.
This document does not represent a solicitation of any order to buy or sell a security mentioned herein. Nothing here constitutes investment advice or insight as to the merits of any 
security or investment strategy mentioned herein.
The opinions expressed are not necessarily those of the firm. These materials are provided for informational purposes only. These opinions are not intended to be a forecast of 
future events, a guarantee of future results, or investment advice. Any statistics contained herein have been obtained from sources believed to be reliable, but the accuracy of this 
information cannot be guaranteed. The views expressed herein may change at any time subsequent to the date of issue hereof.
Third-party marks are the property of their respective owners.
FEF Distributors, LLC (“FEFD”) (SIPC), a limited purpose broker-dealer, distributes certain First Eagle products. FEFD does not provide services to any investor, but rather provides 
services to its First Eagle affiliates. As such, when FEFD presents a fund, strategy or other product to a prospective investor, FEFD and its representatives do not determine whether 
an investment in the fund, strategy or other product is in the best interests of, or is otherwise beneficial or suitable for, the investor. No statement by FEFD should be construed as a 
recommendation. Investors should exercise their own judgment and/or consult with a financial professional to determine whether it is advisable for the investor to invest in any First 
Eagle fund, strategy or product.

Investors should consider investment objectives, risks, charges and expenses carefully before investing. The prospectus and summary 
prospectus contain this and other information about the Funds and may be viewed at www.firsteagle.com. You may also request printed 
copies by calling us at 800-747-2008. Please read our prospectus carefully before investing.
First Eagle Funds are offered by FEF Distributors, LLC, a subsidiary of First Eagle Investment Management, LLC, which provides advisory services.


