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Total worldwide assets invested in mutual funds

$26.8 trillion

U.S. investment company total net assets®

$14.7 trillion

Mutual funds

$13.0 trillion

Exchange-traded funds

$1.3 trillion

Closed-end funds

$265 billion

Unit investment trusts

$72 billion

. U.S. investment companies’ share of;
- U.S. corporate equity

28%

U.S. municipal securities

28%

Commercial paper

42%

U.S. government securities

12%

U.S. household ownership of mutual funds

Number of households owning mutual funds

53.8 million

Number of individuals owning mutual funds

92.4 million

Percentage of households owning mutual funds

44.4%

Median mutual fund assets of fund-owning households

$100,000

Median number of mutual funds owned

4

LS. retirement market

Total retirement market assets

$19.5 trillion

Percentage of households with tax-advantaged retirement savings

68%

IRA and DC plan assets invested in mutual funds

$5.3 trillion




Overview of
J.S.-Registered
nvestment Companies

U.S.-registered investment companies play a significant role in the U.s.
economy and world financial markets. These funds managed $14.7 trillion

in assets at the end of 2012 for nearly 94 million U.S. inves’torsl. Funds supplied
investment capital in securities markets around the world and werevambng
the largest groups of investors in the U.S. stock, commercial paper, and
municipal securities markets. '




This chapter provides a broad overview of U.S.-registered investment companies—mutual funds, closed-end
funds, exchange-traded funds, and unit investment trusts—and their sponsors.
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Investment Company Assets in 2012

U.S.-registered investment companies managed $14.7 trillion at year-end 2012 (Figure 1.1), a

$1.7 trillion increase from year-end 2011. Major U.S. stock indexes rose more than 10 percent

over the year, contributing to the increase in total net assets of funds invested in domestic

equity markets. Double-digit increases in stock prices also were recorded abroad, and had a
corresponding effect on funds invested in international equities. In addition, a weaker U.S. dollar—
and the resulting increase in the dollar value of nondomestic securities—led to an increase in the
value of equity and bond funds that held international assets.

Overall, mutual funds reported $196 billion of net inflows in 2012, the first annual net inflow since
2008; other registered investment companies also recorded positive inflows. Investors added

$196 billion to long-term mutual funds. Money market funds saw little change in assets during 2012
after three years of outflows, relieving downward pressure on the total level of U.S. fund assets.

In addition, mutual fund shareholders reinvested $194 billion of income dividends and $93 billion
of capital gains distributions that mutual funds paid out during the year. Investor demand for
exchange-traded funds (ETFs) strengthened relative to recent years, with a record-high net share
issuance (including reinvested dividends) of $185 billion in 2012. Unit investment trusts (UITs) had
new deposits of $43 billion, up from 2011, and closed-end funds issued $15 billion in new shares
during 2012.

Americans’ Continued Reliance on Investment Companies

Households are the largest group of investors in funds, and registered investment companies
managed 23 percent of households’ financial assets at year-end 2012, up slightly from 2011
(Figure 1.2). As households have increased their reliance on funds over the past decade, their
demand for directly held equities has decreased (Figure 1.3). Household demand for directly held
bonds has been weak since the financial crisis, and household assets in directly held bonds fell
by $51 billion in 2012. In contrast, households made net investments in registered investment
companies in 10 of the past 11 years. Households invested an average of $349 billion each year,
on net, in fong-term registered investment companies versus average annual sales, on net, of
$230 billion in directly held equities and bonds.
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$2,811 . $3,028
3,526 3,747
4,468 4,712
5,525 5,790
6,846 7,119
6,965 7,247
6,975 7,248
6,383 6,680
7,402 7,803
8,095 8,613
8,891 9,509
10,398 11,167
12,001 12,975
9,604 10,348
11,113 12,152
11,832 13,113
11,627 12,979
13,045

The growth of individual retirement accounts (IRAs) and defined contribution (DC) plans,
particularly 401(k) plans, explains some of households’ increased reliance on investment companies
during the past two decades. At year-end 2012, 9 percent of household financial assets were
invested in 401(k) and other DC retirement plans, up from 7 percent in 1992. Mutual funds managed
57 percent of the assets in these plans in 2012, up from 16 percent in 1992 (Figure 1.4). IRAs made
up 10 percent of household financial assets, and mutual funds managed 46 percent of IRA assets

in 2012. Additionally, mutual funds managed $1.1 trillion in variable annuities outside of retirement
accounts, as well as $4.4 trillion of assets in taxable household accounts.
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