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The Increasing Investor Opportunities Act

Provide More Americans with Efficient, Transparent Access
to Private Markets

Ssummary

The Increasing Investor Opportunities Act would allow SEC-regulated, retail closed-end funds (CEFs) to
invest in private funds. The legislation would also close a loophole that has allowed activist investors
to take over listed CEFs to force them into liquidity events or radically change their investment strategy.
By curtailing harmful activist activity, the Increasing Investor Opportunities Act would encourage fund
sponsors to once again offer listed CEFs and give retail investors more investment options.

Background
Listed CEFs are valuable financial products that provide investors with strong returns and steady,
diversified streams of income.
CEFs provide many advantages and protections for investors:
They offer intraday liquidity as their shares are listed publicly on a stock exchange.

They allow a portfolio manager to maintain a long-term conviction strategy during volatile market
periods, which can be beneficial to investment returns, particularly for yield-based strategies.

SEC reporting requirements provide more transparency than a retail investor could obtain on
their own.

CEFs Are Uniquely Positioned to Increase Retail Access to Private
Investments

Given their intraday liquidity, retail accessibility due to being exchange listed, and the consumer
protections that an SEC-regulated product offers, listed CEFs are one of only a few product wrappers
that issuers can use to give retail investors private markets access.

The funds are regulated, transparent, and proven investment vehicles with strong fiduciary
requirements and consistent dividends. Their “closed” structure, which is not designed to provide for
daily investor redemptions, allows the listed CEF to fully invest in its underlying investment strategy,
negating the liquidity mismatch concerns that may exist in other wrappers.

Why It Matters

Despite CEFs’ many benefits, the listed CEF market is shrinking because it has faced challenges that
prevent retail investors from fully realizing the potential that these funds can offer, including:

Sophisticated activists are taking over listed CEFs in pursuit of an agenda at odds with the
interests of the funds’ long-term retail investors.
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Total Assets of Traditional CEFs Have Stagnated in Recent Years and the Number of
Traditional CEFs Has Significantly Decreased

Billions of dollars, year-end
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2005 2010 2015 2020 2021 2022 2023 2024
Number of CEFs 635 626 561 479 448 426 401 382
Bond 444 422 355 306 282 266 249 241
Equity 191 204 206 173 166 160 152 141

Note: Total assets is the fair value of assets held in CEF portfolios funded by common and preferred shares less any liabilities
(not including liabilities attributed to preferred shares). Data prior to 2018 may include a small number of interval funds or tender offer funds.

Source: ICI Research Perspective, “The Closed-End Fund Market, 2024”

Why CEF Activism Is Harmful to Investors

Activist investors are threatening listed CEFs and putting their long-term shareholders at risk. Under
current law, activists can acquire large positions—sometimes even a controlling interest—in a listed
CEF, purchasing shares at a discount to the fund’s net asset value. They then use their voting power to
force the fund into a liquidity event, such as a tender offer, liquidation, or conversion to an open-end
mutual fund. This benefits the activist in the short-term while ending the long-term income stream
that retail investors count on. Activist tactics undermine the core features that retail investors value

in listed CEFs—such as exposure to a specific investment strategy or the ability to capture ongoing
distribution income.

A Practical Solution

The bipartisan Increasing Investor Opportunities Act would encourage capital formation for retail
investors and solve the challenges associated with retail access to private markets by:

Restricting the amount of CEF shares that activist investors and their affiliates could acquire to no
more than 10 percent, closing the loophole that activists exploit at the expense of CEFs’ long-term
shareholders; and

Codifying recent SEC staff actions and preventing the SEC from unilaterally limiting how much
CEFs can invest in privately offered funds in the future.

The Bottom Line

SEC-regulated CEFs are one of the most appropriate vehicles to provide retail investors with access to
private markets. By expanding investment opportunities, this legislation would help more Americans
generate wealth through access to private markets. ICl urges Congress to pass this bipartisan
legislation to protect investors and increase investment opportunities for more Americans.
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