
 Time Period  0.2% 1.2%  2% 

1 Year $105,787 $104,727 $103,879 

5 Years $132,564 $126,416 $121,664 

10 Years $175,733 $159,812 $148,023 

20 Years $308,825 $255,402 $219,111 

30 Years $542,712 $408,167 $324,339 

50 Years $1,676,035 $1,042,470 $710,667
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Investors should carefully consider the investment objectives, risks, charges and expenses. This and other important information is 
contained in the prospectuses or summary prospectuses, which can be obtained from your PlanMember Financial Professional and 
should be read carefully before investing. All investments may involve risk including possible loss of principal.

Asset Allocation or the use of an investment advisor does not ensure a profit nor guarantee against loss.

Representatives registered with and offer only securities and advisory services through PlanMember Securities Corporation, 
a registered broker/dealer, investment advisor and member FINRA/SIPC.
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The Long-Term Impact of Mutual Fund Expenses

All mutual funds feature annual operating expenses that are built into the returns reported to shareholders. 
Typical fund expenses include investment management, distribution, recordkeeping, custodial, legal and 
accounting fees. When added together, the sum of these costs is referred to as a fund’s expense ratio, which is 
expressed as a percentage of the fund’s assets.

The amount of mutual fund expense ratios varies greatly. An index fund could have an expense ratio of 0.1% or 
lower, while some actively-managed specialty funds feature expenses exceeding 2%. While many investors think 
that a 1% or 2% difference in expenses isn’t much, the truth is that even small differences in costs can have a 
significant impact on long-term investment returns.

To illustrate this, let’s compare hypothetical $100,000 investments1 in mutual funds with expense ratios of 0.2%, 
1.2% and 2%, and an annual return of 6%. As the table below demonstrates, what may seem like only a small 
difference in expenses can turn into a huge difference in dollars saved over the long term. Notice that after 30 years 

1. Hypothetical investment results are for illustrative purposes only and should not be deemed a representation of past or future results.  
2. Source: news.morningstar.com/articlenet/article.aspx?id=752485, May 5, 2015

Table assumes hypothetical $100,000 initial investments and a 6% annual 
return. Example is for illustration purposes only and is not an indication or 
guarantee of past or future performance of any investment.

Why Costs Matter
the difference in absolute dollars between 0.2% and 2% annual 
expenses is $218,373, or a total of 67% of retirement savings!

Some investors also believe that by paying higher expenses they 
will receive superior management. However, it has been shown 
that the higher a fund’s costs, on average, the lower its returns. 
An ongoing study by independent mutual fund rating agency 
Morningstar, Inc. focuses on how expenses predict success. 

According to the study, “Using expense ratios to choose funds helped 
in every asset class and in every quintile from 2010 to 2015.” This led 
Morningstar to conclude, “The expense ratio is the most proven 
predictor of future fund returns.”2

Mutual fund expense ratios can play a crucial part in attaining 
long-term investment objectives and accumulating adequate 
retirement savings. While factors such as risk and return remain 
uncertain, the direct cost of a mutual fund is known beforehand 
and should be among the things you consider before investing.


