Financial Focus

Know Objectives of Mutual Funds Before Investing

With thousands of mutua funds on the market, how can you choose the ones that are
right for your individua needs? For Starters, you need to know the objectives of each
mutud fund in which you plan to invest.

Let's teke a look a the investment objectives of some of the most popular types of
mutud funds

Growth funds—These funds invest in the stocks of growing companies, with the god of
providing investors with capital gppreciaion. In plan English, you inves in these funds
for the potential to make your money grow. If you invest in these funds, you will amost
certanly experience the “ups and downs’ of the market, but if you hold your funds long
enough, and they are well-managed, you may increase your invesment’s potentia return.

Growth-and-income funds—As the name suggests, a growthrand-income fund is
dructured to provide the potentid for both growth in vaue and current income payments,
in the form of dividends. Generdly spesking, these funds are less risky than growth
funds, yet offer lower growth potentid. But if you are interested in adding an income
dream to your portfolio, these funds may be suitable for your long-term investment
goals. Dividends can be increased, decreased, or totdly diminated & any time...without
notice.

International funds—You can choose from severd types of international funds globa
funds, which inves in both US and internationa stocks, international funds, which
inves primarily outsde the U.S,; country specific funds, which focus on one country or
region; and emerging market funds, which concentrate on smadl, developing countries.
These funds generdly invest for growth, but they involve specid types of risk, such as
currency fluctuations and the prospect of investments being affected by politicad or
economic turmoil.

Bond funds—When you invest in a bond fund, you are seeking current income, in the
form of interex payments, and the chance to hdp dabilize a portfolio that might be
heavily weighted toward stocks. You can choose from municipad bond funds, corporate
bond funds, mortgage-backed securities funds, and U.S. government bond funds.
Although bond funds generdly contain less investment risk than stock funds, they cary a
different type of risk: purchasing power risk. In other words, the interest payments you
recaive from your bond funds may not dways keep up with inflation. Kegp in mind that
bond funds are subject to interest rate risk and fund values may decline as interest rates
rse.



Money market funds—Thee funds invest in short-term debt instruments and are
managed to maintain a dable net asset vaue of $1 per share, however the vaue of the
fund can fluctuate and it is possble to lose money. Many people invest in money market
funds if they want to “park” money for a short time before invesing it esewhere. You
might dso use a money maket fund as an “emergency” fund contaning Sx to tweve
months worth of living expenses.

While these various types of mutud funds have some obvious differences, they dso share
two important traits in common. Firgt, financid professonads choose the investments,
which is obvioudy a bendfit to you. Second, snce mutud funds own many different
types of securities, they offer the advantage of diverdfication. (Diversfication, by itsdf,
cannot guarantee a profit or protect againg alossin a declining market).

A financid advisor can help you choose those mutua funds that are gppropriate for your
needs. But it's ill your responsbility to know about the funds in which you invest. So,
before writing a check, read a fund's prospectus...which can be obtained from your
financid advisor. The prospectus contains more complete information, including the
fund' s objectives, risks, charges, and expenses which should be carefully consdered.



