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The broker or dealer handling mutual funds takes no underwriting risk., The
shares-are wareated” after the sale. ' :
The fact that the prospectus is‘explicit on the sales charge isnot relevant. Most.
mutual fund buyers are inexpert—and not comparison shoppers. They rarely
read prospectuses. They rely on the -oral statements of ‘salesmen, which are not
cleared by the SEC. !

: : . ABSOLUTELY INCGORRECT

Q. Isit correct thot the management fees.of no-load funds are-invariably higher
than those of the 10ad funds and that 48 ‘how the no-toad Funds make wp for the
absence of @ sales commission? . ‘ . L B o
A. Absolutely incorrect! The management fees and sales charges are distinct
from. one another. The sales commission goes to the salesman and the organizatiol
he represents. The usual charge is about $85 per $1,000. After the commission is
taken out, the management fee, OT percentage, is levied on the $915 that the mana-
gers of the fund handle. On the purchaseof the same amount of no-load shares,
the management percentage applies to thefull $1,000. ,
Some very large load funds have extremely low costs, Among these are Massa-
chusetts Investors Trust and National Investors with expense ratios of 0.19%.
This includes all costs of operating the fund, as well as the fee for management.

RELIABLE ASSURAN cE? -

The expense ratios of the Large«rfunds——load and no-lo»ad———range.from about
0.49% to 0.6%. The average expense ratio for all no-load funds with assets of one-
‘million Jollars or more amounted to 0.829, last year; of all load funds 0.76%.
Clearly then,: expenses of load funds are not decisively lower .per dollar at work
than those of no-load funds. : - :
. I have been assured that if I put my savings in @ mutual fund My money will

grow faster than if I Lept in in & bank or in savings bonads. Can I rely on this?

A. Get whoever said that to put it in writing! Rarely does the income from 2
mutual fund’s jinvestments exceed 3%- This is less than the interest on ‘savings
deposits or on savings bonds. :

Moreover, mutual fund shares represent risk investment——mostly common
stocks. These sometimes decline in price. Money is safer and income surer in the -
pank or in savings bonds. Only during periods of long prosperity can an invest-
ment in a mutual fund be c'ounted on ‘to-outearn compound interest. The slow,
steady tortoise sometimes peats the hare. -

(This is the second of three Q. and A. colymns on mutual funds. The third will
appear £OMOTTow.) : )
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- mgE BUSINESS OUTLOOK——NO—LOAD‘ MuTUAL FUNDS : BROKERS SRIRT QUESTION
(By J. A. Livingston) ‘ ‘

This is the third and last column 01 questions frequently asked about mutual -
funds..

Q. Is it true that if I buy @ martual fund which doesn’t charge a sales com-
mission, I ' hawve to-pay & y’etting-outwc‘harg@? : :

A, A few no-load mutual funds—less than one out of four—may charge redemp-
tion fees. Rarely «do these amount: to more than 1%. This is small compared to
the usual 9.3% getting-in fee oD & load fund.

The redemption charge is designed qnot to malke money put to deter in-and-out
trading. The prospectus or ‘sales literature will indicate 1if there is & redemption
charge. .

Q. I told @ mutual fund salesman recently. that I was interested in @ no-load.

fund. He applauded, saying I was wise to buy a mutual fund for long-term invest-

mend. Then he instilled doudt. He asked: Have you considered the greater invest-

- ment flewibility of load funds over no-load funds~esp'eoiwlly' in o weak stock
market? ' ~ : ' '

Because salesmen are actively selling, e said, a load fund has @ steady inflow
of new money. This means it con reduce its proporti'ovna;te holdings of common
stocks merely bY nolding on to incoming cash. He said; however, that o no-load
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