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The Features of Mutual Funds

You can think of a mutual fund as a union that brings together a group of people and
invests their money collectively in stocks, bonds, landed properties and other securities
and businesses. Each investor owns shares, which represent a portion of the holdings of
the fund.

What is special about the mutual fund is that the collection of assets is kept within a secure
and stable structure among the investors together with the support from the related
professionals. The pool of investors' money is put in a specific vehicle (the fund) which is
either a trust by deed or a limited company, which is then held by an independent trustee
or custodian, and the money is usually invested and managed by an investment manager
with the help and guidance from the investment adviser who does not “touch” the money.
Another feature of a mutual fund is its flexibility. Money can be invested in the fund or
withdrawn at any time, for instance, in an open-end fund, at net asset value subject to
certain stated conditions and deductions of fees. In the case of large mutual funds which
are registered, the bid and sale prices of the fund units are publicly listed every day to
facilitate trading in them.

Most mutual funds fall into one of two broad categories: open-end funds and closed-end
funds. Open-end and closed-end are general terms that refer to whether a mutual fund
company issues an unlimited or a set amount of shares in a particular fund. Most retail
mutual funds are open-end. Closed end funds do not allow redemption or issue of units
within a specific period in which they are closed, so investment manager can concentrate
on building up the investment, and this mode is more suitable for long-term investments
that require more patience from investors.
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