
UNDERSTANDING HOW MUTUAL FUNDS WOK AND THE VARIOUS

TYPES OF MUTUAL FUNDS

Learn about 8 common types of mutual funds, including: money You can choose from different types of equity funds
including those that Before you invest, understand the fund's investment goals and make sure you are comfortable with
the level of risk. Learn more about how mutual funds work.

Large mutual funds typically own hundreds of different stocks in many different industries. If a mutual fund is
construed as a virtual company, its CEO is the fund manager , sometimes called its investment adviser. A
share of a mutual fund represents investments in many different stocks or other securities instead of just one
holding. On the other hand, a different investor may buy shares of a mutual fund that happens to own some
Google stock. Because they produce regular income, tax-conscious investors may want to avoid these funds.
Aggressive Growth Funds Slightly on the riskier side when choosing where to invest in, the Aggressive
Growth Fund is designed to make steep monetary gains. These funds invest primarily in government and
high-quality corporate debt, holding these bonds until maturity in order to provide interest streams. The fund
manager invests your money and disburses regular dividends to you in return. It has a specific maturity tenure,
and fund managers are open to any fund size, however large. If uncomfortable with the debt market trends and
related risks, Fixed Maturity Plans FMP â€” investing in bonds, securities, money market etc. Past success is
no indication of the future, especially if the fund manager has recently changed. A typical return is a little
more than the amount you would earn in a regular checking or savings account and a little less than the
average certificate of deposit CD. The government, banks or corporations usually run it by issuing money
market securities like bonds, T-bills, dated securities and certificates of deposits, among others. With mutual
funds, you may lose some or all of the money you invest because the securities held by a fund can go down in
value. Why do people buy mutual funds? Such a mutual fund would reside in the bottom right quadrant small
and growth. They also offer three ways to earn money: Dividend Payments. Their differences reflect the
number and size of fees associated with them. Most private, non-institutional money managers deal only with
high-net-worth individuals â€”people with at least six figures to invest. The popularity of ETFs speaks to their
versatility and convenience. This can mean focusing on a broader region say Latin America or an individual
country for example, only Brazil. The term value fund refers to a style of investing that looks for high quality,
low growth companies that are out of favor with the market. Buying only one security at a time leads to large
transaction fees, which will eat up a good chunk of the investment. The idea is that the fund portfolio
generates interest income, which then passes on to shareholders. As a close-ended plan, FMP functions on a
fixed maturity period, which could range from 1 month to 5 years like FDs. You may also likeâ€¦. Global
funds , meanwhile, can invest anywhere around the world, including within your home country. One feature
that differentiates Liquid Funds from other debt funds is how the Net Asset Value is calculated â€” NAV of
liquid funds are calculated for days including Sundays while for others, only business days are calculated.
Bottom-up approach â€” focuses on selecting specific companies that are doing well, no matter what the
prospects are for their industry or the economy. Mutual funds offer professional investment management and
potential diversification. Hybrid Funds Hybrid Funds Balanced Funds is an optimum mix of bonds and stocks,
thereby bridging the gap between equity funds and debt funds. It is almost like Hybrid Funds but requires
great expertise in choosing and allocation of the bonds and stocks from the fund manager. A fund's expense
ratio is the summation of the advisory or management fee and its administrative costs. Emerging market Funds
To invest in developing markets is considered a steep bet, and it has undergone negative returns too. It's tough
to classify these funds as either riskier or safer than domestic investments, but they have tended to be more
volatile and have a unique country and political risks. What are the benefits and risks of mutual funds? These
shares trade on the open market; this, combined with the fact that a closed-end fund does not redeem or issue
new shares like a normal mutual fund, subjects the fund shares to the laws of supply and demand.


