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Introduction

1

s value investors we believe in finding value in every
place possible. Therefore, one of our 8-tenets, we look
for funds that have a low expense ratio when compared
to your peers. We believe that a higher expense ratio
does not necessarily mean higher performance, and
instead reduces the return on investment. While you may
assume that higher expense ratio MUST mean you’re
paying for better performance, but this is actually not
true. In this paper we will look at a few examples that
indicate funds with high expense ratios should be
avoided for cheaper alternatives, if possible.
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Expense ratios also vary across investment style.
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utual Fund managers and investors
are both starting to realize expense
ratios can be detrimental returns and
have started to come down across all
asset classes. On average, expense
ratios for long-term funds have
declined substantially for more than
20 years. In 1996, equity mutual fund
expense ratios averaged 1.04%, falling
to 0.59% in 2017. Hybrid mutual fund
expense ratios averaged 0.95% in
1996, falling to 0.7% in 2017. Bond
mutual fund expense ratios averaged
0.84% in 1996 compared with 0.48%
in 2017 (4).
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The above table shows the impact that fees have on returns. It is
easily apparent to see just how much expense ratios can drag on
returns. If you invested $10,000 in a fund with an expense ratio 0.5%
(i.e. an index fund), after 20-years you have $61,416 and paid
$5,859 in expenses. If you invested in a more “sophisticated”
mutual fund with an expense ratio of 2.5%, you would only have
$42,496 and paid an incredible $24,779 (almost 37%) in expense
fees! 
 
A high expense ratio can really hurt your investment
performance; therefore, you should consider the expense ratio
carefully when investing in mutual funds.
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Expense Ratios Affect Returns

xpense ratios are naturally a drag on returns, but
you may not realize the loss from expense ratio
actual.
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Disclaimer: Past performance cannot guarantee future results. Investing involves risk
including the potential loss of principal. Current performance may be lower or higher.
No investment strategy can guarantee a profit or protect against loss in periods of
declining values. Please note that individual circumstances can vary. Therefore, the
information presented in this letter should only be relied upon when coordinated
with individual professional advice.

About The Retirement Group

The Retirement Group is a nation-wide group of financial advisors who work together
as a team. We focus entirely on retirement planning and the design of retirement
portfolios for transitioning corporate employee. Each representative of the group has
been hand selected by The Retirement Group in select cities of the United States.
Each advisor was selected based on their pension knowledge, experience in financial
planning, and portfolio construction knowledge.
 
TRG takes a teamwork approach in providing the best possible solutions for our
clients’ concerns. The Team has a conservative investment philosophy and diversifies
client portfolios with laddered bonds, CDs, mutual funds, ETFs, Annuities, Stocks and
other investments to help pursue their goals. The team addresses Retirement,
Pension, Tax, Asset Allocation, Estate, and Elder Care issues. This document utilizes
various research tools and techniques. A variety of assumptions and judgmental
elements are inevitably inherent in any attempt to estimate future results and,
consequently, such results should be viewed as tentative estimations. Changes in the
law, investment climate, interest rates, and personal circumstances will have
profound effects on both the accuracy of our estimations and the suitability of our
recommendations. The need for ongoing sensitivity to change and for constant re-
examination and alteration of the plan is thus apparent.
 
Therefore, we encourage you to have your plan updated a few months before your
potential retirement date as well as an annual review. It should be emphasized that
neither The Retirement Group, LLC nor any of its employees can engage in the
practice of law or accounting and that nothing in this document should be taken as
an effort to do so. We look forward to working with tax and/or legal professionals
you may select to discuss the relevant ramifications of our recommendations.
 
Throughout your retirement years we will continue to update you on issues affecting
your retirement through our complimentary and proprietary newsletters, workshops
and regular updates. You may always reach us at (800) 900-5867.
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Disclosure: Securities offered through FSC Securities Corporation, member FINRA/SIPC. Investment advisory services offered through The
Retirement Group, LLC. a registered investment advisor not affiliated with FSC Securities Corporation. This message and any attachments contain
information, which may be confidential and/or privileged, and is intended for use only by the intended recipient. Any review, copying, distribution
or use of this transmission is strictly prohibited. If you have received this transmission in error, please (i) notify the sender immediately and (ii)
destroy all copies of this message. Office of Supervisory Jurisdiction: 5414 Oberlin Dr #220, San Diego CA 92121
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