SHARE CLASSES, LOADS, EXPENSES AND FEES
Do you understand them? Here’s a chance to learn more about mutual funds.
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Share classes. Mutual funds typically have A, B, and C share classes, and loads and
fees vary per share class.

“A” shares are geared to the long-term investor who can put a sizable lump sum into
the fund right away (think five figures or more). “B” shares are also designed with
long-term investors in mind. They are cheaper than “A” shares, and they convert to
“A” shares in time. Finally, the “C” shares are geared to the short-term investor.
They do not eventually convert to “B” or “A” shares.

For the record, there are also such classes as “Z” shares (available only to employees
of the fund) and “R” shares (which are used in retirement plans). Some funds have
several share classes, and some simply have one.

Loads. This is the sales charge linked to entry or exit of the typical mutual fund. If
you buy “A” shares, you will likely pay a front-end load as a result (this load gets
smaller the greater your initial investment). If you purchase “B” shares, you will pay a
back-end load when you sell them (unless you have hung onto them for a certain
number of years.)

“C” shares come with ongoing fees. Typically, this cost is called a 12b-1 fee and it is
charged annually to cover the cost of marketing the fund and selling its shares. It is
actually an operational expense of the fund. C shares may have a tiny back-end load,
which is often waived if you have owned them for a year.

Of course, some mutual funds are no-load funds. These are justifiably popular,
especially among do-it-yourself investors.

Expenses/fees. Besides a 12b-1 fee, mutual funds charge you for a variety of other
operating expenses - for example, ongoing accounting and auditing and legal and
custodial services. The biggest expense is the fee paid to the money manager
overseeing the fund’s performance.

“A” shares generally have lower expense ratios than “B” and “C” shares. The higher
expense ratios on the “B” and “C” shares amount to a tradeoff for not having to pay a
front-end load. “B” shares have the highest expense ratio.

Those are the basics. It’s most likely a wise move to speak with a financial services
professional about mutual fund investing before you choose a fund. You may have
more options than you realize, so be sure to get help as needed to assist you in
determining which share classes are suitable for you.
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