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Types of mutual funds

There are several different types of 
mutual funds, each geared toward 
unique investor objectives.

Stock funds 
Usually, you purchase stock funds in 
hopes of achieving capital appreciation—
in other words, you want the value 
of your fund to go up. In exchange 
for this potential price increase, you 
accept a degree of investment risk—the 
possibility that you could lose some of 
your principal.

•  Aggressive growth funds seek 
maximum capital appreciation 
by investing in common stock of 
promising companies and industries. 
Because the value of these companies 
will fluctuate significantly, aggressive 
growth funds carry a high degree of 
investment risk. 

•  Growth funds seek significant 
capital appreciation by investing in 
the common stock of established 
companies and industries. Growth 
funds also carry a relatively 
large amount of investment risk, 
although not as much as aggressive 
growth funds. 

•   Growth and income funds provide 
investors with both capital 
appreciation and current income. 
These types of funds invest in 
companies with well-established track 
records of making dividend payments. 
Growth and income funds present 
investment risk, although they are 
considered safer than growth funds.

•  Value funds seek capital appreciation 
by investing in companies that appear 

to be “out of favor” or undervalued by 
the market at large. Value funds carry 
a large amount of investment risk, but 
slightly less than growth funds. 

•  International equity funds invest in 
stocks of non-U.S. companies. These 
funds are designed to achieve growth 
of capital, but they involve risks not 
typically associated with U.S. investing, 
including currency fluctuation, foreign 
taxation, political instability and 
different accounting standards. 

Income funds
When you purchase income funds, you 
receive current income in the form of 
an interest payment. The value of the 
fund can fluctuate based on changes in 
market interest rates, the credit rating 
of the institutions issuing the bonds or 
prepayments made by the institutions 
issuing the bonds.

•  U.S. government income funds invest 
in U.S. Treasury bonds and bonds 
issued by government agencies.

•  Municipal bond funds provide investors 
with income free from federal tax and, 
in many cases, free from state or local 
taxes through investing in bonds of 
various municipalities. Consult your 
tax advisor to determine how these 
investments can impact your tax status.

•   Corporate bond funds seek a high 
level of income by investing mainly in 
corporate bonds with small portions in 
U.S. Treasury or federal agency bonds.

•  High yield bond funds seek a higher 
yield and assume higher credit 
risk, by investing in lower rated 
corporate bonds.

•  International bonds funds invest in 
bonds of non-U.S. companies and 
government entities. Like international 
equity funds, they involve additional 
risks not typically associated with 
U.S. investing, including currency 
fluctuation, foreign taxation, political 
instability and different accounting 
standards.

Asset allocation funds
These funds follow a diversified 
allocation model or strategy, and 
include exposure to many asset classes, 
including equities and bonds. Typically, 
these funds are managed to meet an 
established risk tolerance such as 
conservative, moderate or aggressive.

Balanced funds
Investing in a balanced fund allows you 
to hold stocks and bonds to provide both 
current income and potential long-term 
growth.

Money market funds
When you invest in a money market 
fund, you earn income by receiving 
interest on the money the fund lends to 
the government and corporations. The 
rate of interest fluctuates daily because 
these loans are very short term and rates 
reset frequently. Money market funds 
are considered the least risky mutual 
fund investment.

•  Taxable and tax-free money market 
funds invest in certificates of deposit 
and very short-term government, 
corporate, and municipal debt, such as 
Treasury bills, commercial paper, and 
bankers’ acceptances.

Investment and insurance products offered through RBC Wealth Management are not insured by the FDIC or any other federal 
government agency, are not deposits or other obligations of, or guaranteed by, a bank or any bank affiliate, and are subject to 
investment risks, including possible loss of the principal amount invested.
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An investment in a money market fund is 
not insured or guaranteed by the Federal 
Deposit Insurance Corporation or any 
other government agency. Although 
the funds seek to preserve the value of 
your investment at $1.00 per share, it is 
possible to lose money by investing in the 
funds.

Sector funds
Sector funds provide exposure to specific 
industries or leading companies in 
categories such as health care or energy. 
Since these funds are not diversified, they 
can pose substantial investment risk.

To find out more about investing in 
different types of mutual funds, please 
call your RBC Wealth Management® 
financial advisor.

Additional considerations
Historical fund performance does 
not guarantee the same results in the 
future. Principal value, share prices and 
investment returns fluctuate with market 
conditions. Your investment may be worth 
more or less than your original cost when 
you redeem your shares.


