Mutual Fund Exercise Module 12


This is the last exercise for this course.  It involves analyzing a mutual fund of your choice.  You are limited however to funds with an initial investment of $2000 or less and you may not use bond or money market funds, it must have some stocks.


There are a number of funds now which are nothing more than a fund of funds, including all the new Target funds such as Target 2035.  I do not recommend these because you will be paying double expense ratios, one for each fund and then another for the fund of funds.  It is just a way for the fund families to make extra money off of you.  These funds only show the one expense ratio and do not tell you that you will have to pay the expense ratios as well as capital gains for all the other funds within it.


Although Morningstar has made it difficult to use their website with their campaign to find new subscribers, I do believe if you put in the fund symbol you will call up the information you need.  I have found it works better if you let the entire home page come up first.  You will however have to use the Fidelity screener to find funds of your choice.  The important information from Morningstar besides what is given on the opening page you can find under the tab “Portfolio” and again on a sub-tab “Holdings”.  This will give you the first three requested groups of variables.  The rating and risk tab will answer the next two.  There is so much excellent information on Morningstar but I know most of you do not wish to explore it.

When you go into Smart Money enter the symbol of your mutual fund.  There are also all kinds of fun tools on Smart Money but one of the best is the fee analyzer which you will find under the tab “Expenses”.  It basically tells you how much of your profit is eaten up by the fees you must pay. Also the Lipper  scores come up on the home page.  They are explained on your CD.

In your analysis you must include the following:
· Objective and style of the fund and its current NAV and symbol
· Composition: % of stocks, (including a separate entry for foreign stocks), bonds, cash and other

· A breakdown by sector:  financial, energy, materials, hardware, software, etc.

· The top 10 holdings of the fund and the % of the fund made up by each of these holdings

· All the major variables such as mean, standard deviation, r-squared, Sharpe ratio and bear market score under the tab “ratings and risk”
· Morningstar star grades for 1, 3, 5 and if available 10 years plus the risk levels associated with each of these years. Under the “tab ratings and risk.”
· Lipper grades from Smart Money
· The fees and profits associated with your mutual fund, using the fee analyzer on Smart Money.

· The Business Week grades, you can get these by going into the mutual fund scoreboard and putting in the symbol in the search box below the box of criteria and to the right..
· Something about the managers, the best is on Morningstar.

· Then, based on all this information and whatever else you find interesting, you need to tell me why this would be a good or bad choice.

	Morningstar link



 HYPERLINK "http://www.smartmoney.com/" \t "_blank" 

Smart Money Link


Business  Week link


Please send your document in Word format 97-03.  Please do not use Excel.  This is due by midnight Sunday, December 19th.


