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MUTUAL FUNDS



 

Mutual funds offer individual 
investors many of the same 
advantages enjoyed by large 
institutional investors, such 
as pensions, foundations, and 
endowments. These include 
professional management, 
analysis and monitoring, 
diversification, and liquidity.  

understanding 

mutual
funds



Mutual funds may enable individuals to invest 
with more confidence, knowing that a professional 
team with extensive research and analytical 
resources is making decisions on their behalf 
and according to a clearly defined objective.1

In an open-end mutual fund, your money is 
combined with that of others and invested by the 
manager or management team based on the fund’s 
objective. You own a portion of the total portfolio, 
the value of which will fluctuate depending on 
how the fund’s investments perform each day. 

Mutual funds generally invest in a broad range of 
securities, providing some degree of diversification,  
and shares can be easily bought and sold. Investors  
may be able to lower their risk by taking advantage of  
diversification through partial ownership of many securities 
at affordable minimums, even as little as $1,000.

Mutual funds offer a convenient and cost-effective 
way to invest in the financial markets.

THE BENEFITS OF MUTUAL FUNDS

1  Investing in mutual funds involves risk, including possible loss of principal. 
Investments in specialized industry sectors have additional risks, which will be 
described in the fund’s prospectus. Diversification does not ensure a profit or 
protect against loss in declining markets.



Mutual funds can be a valuable tool in your investment 
plan, helping you meet your unique objectives while 
offering many benefits. Open-end mutual funds cover 
a range of investment options spanning from broad 
indexes to very specific sectors of socially responsible 
funds. Whatever your personal financial goals may be, 
or whatever amount you wish to invest, there may be a 
mutual fund portfolio that works for you. 

An investment product
that suits a variety of

needs

Professional 
management

Investors in mutual funds leave the 
primary investment decisions to 
professional managers. After careful 
scrutiny, managers decide which securities 
are bought and, during ongoing review, 
when they are to be sold. 

As a mutual fund investor, you will receive 
easy-to-understand statements on a 
regular basis. The statement should divide 
the income generated by the investment 
portfolio into dividends and capital gains 
for easy tax reporting.

Diversification Mutual funds comprise securities from  
a variety of industries and companies. 
Each investor within the fund participates 
in the performance of each security. 
This allows you to buy into the kind of 
diversification that otherwise might 
not be accessible. The advantage of 
diversification is the potential ability 
to limit individual risk by purchasing 
fractional shares of more individual 
securities than you would be able to 
purchase on your own.

While some investors purchase a single 
fund, others choose a “family” of funds—
several different funds available from one 
organization. Within a family, you can 
transfer portions of your investment into 
other funds with different objectives as 
your needs or financial circumstances 
change. Restrictions and fees may apply. 

The benefits of mutual funds2



While there are many advantages to mutual fund 
investing, some factors must be considered such 
as costs and fees, overdiversification, possible tax 
consequences and fluctuating returns. Read the fund’s 
prospectus for this information and talk to your financial 
consultant about your options before you decide to buy.

Liquidity Many people choose mutual funds as their 
preferred investment vehicle because 
funds are readily available and easy to sell. 
By law, mutual fund investors have the 
right to cash in all or part of their shares at 
any time for current market value, which 
may be more or less than the original cost, 
and contingent deferred sales charges 
may apply. To counter the potentially 
damaging effect of market timing on other 
shareholders, many funds have added fees 
for short-term exchanges.

Variety of 
selection

The gain in popularity of mutual funds over 
the past decades is due in part to their 
suitability as long-term investments. In 
addition to diversification and professional 
money management, mutual funds offer 
investors the benefit of a wide range of 
investment objectives and specific goals 
from which to choose to meet diverse 
investment goals. For investors seeking 
long-term growth, mutual funds offer 
professionally managed strategies with 
established track records. 

THE BENEFITS OF MUTUAL FUNDS

There is no guarantee that a diversified portfolio will enhance overall returns 
or outperform a non-diversified portfolio. Diversification does not ensure 
against market risk.

2  Mutual funds are not FDIC insured, may lose value and are not bank or credit 
union guaranteed. Return and principal will fluctuate so that an investor’s 
shares, when redeemed, may be worth more or less than their original cost. 



Are you planning for a child’s education, 
preparing for retirement, or seeking 
steady or increased income?  
Mutual funds can meet the following 
goals as well as many others.

Long-term growth  
Interested in growth that can potentially outpace 
the rate of inflation?

■■ Growth funds invest in established firms with a history 
of price appreciation.

■■ Value funds invest in companies believed to be 
undervalued in the market relative to their  
long-term potential.

Steady income  
Looking for a conservative investment? 

■■ U.S. government funds are historically  
conservative, have low volatility and are generally  
lower-risk investments. 

Growth and income  
Seeking a higher level of current income?

■■ Balanced funds hold stocks, bonds, and cash and  
seek to generate both moderate growth  
and income. 

High return3  
Ready to take some calculated risks?

■■ Aggressive growth funds strive for maximum return. 
They use aggressive trading strategies that select 
more volatile, high-growth-potential stocks.

What’s your  

objective?



International investing  
Want to participate in opportunities abroad?

■■ International or global funds invest mostly in the 
stocks and/or bonds of companies in foreign markets. 
International investing involves unique risks due  
to changes in currency valuations, the impact of  
political, social or economic developments, and  
other inherent factors.

Tax-free income4 
Eager to save taxes on your potential earnings?

■■ Municipal bond funds pay dividends that can be 
exempt from federal income tax. U.S. government 
securities funds pay dividends that may be exempt 
from state and local income taxes. State specific 
municipal bond funds pay dividends that may be 
exempt from state taxes, as well as federal income 
taxes. Income for both municipal bond funds and 
state specific municipal bond funds may be subject  
to alternative minimum tax. Consult your tax advisor 
for details.

Additional diversification  
Want to spread your risk even further?

■■ Small- and/or mid-capitalization funds invest in 
companies with innovative products, services 
or technology in growing markets. Small-cap 
investments may be subject to a higher degree  
of risk than more established companies’ securities. 
The illiquidity of the small-cap market may adversely 
affect the value of these investments.

THE BENEFITS OF MUTUAL FUNDS

3 This should not be considered by anyone unwilling to take significant risk. 
4  An investor can lose money when investing in government bond funds. The fund 

itself is not guaranteed and fund performance will vary. 



Investors should carefully consider the investment 
objectives, risks, charges, and expenses of any mutual fund 
before investing. This and other important information is 
contained in the corresponding product prospectus that can 
be obtained through your financial consultant. Please read 
the prospectus carefully before investing.
Past performance is no guarantee of future results.

Stock investing involves risk, including loss of principal. 

Value investments can perform differently from the market as a whole.  
They can remain undervalued by the market for long periods of time.

Government bonds and Treasury Bills are guaranteed by the U.S. government 
as to the timely payment of principal and interest and, if held to maturity, offer  
a fixed rate of return and fixed principal value.

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond 
values and yields will decline as interest rates rise and bonds are subject to 
availability and change in price. 

Municipal bonds are subject to availability and change in price. They are 
subject to market and interest rate risk if sold prior to maturity. Bond values 
will decline as interest rates rise. Interest income may be subject to the 
alternative minimum tax. Municipal bonds are federally tax-free, but other 
state and local taxes may apply.

Small-cap stocks may be subject to a higher degree of risk than more 
established companies’ securities. The illiquidity of the small-cap market may 
adversely affect the value of these investments.

Mid-cap companies are subject to higher volatility than those of larger 
capitalized companies.

International and emerging markets investing involves special risks such as 
currency fluctuation and political instability and may not be suitable for  
all investors.

Because of its narrow focus, sector investing will be subject to greater 
volatility than investing more broadly across many sectors and companies.
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