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CHAPTER

3

US Mutual Funds
A mutual fund is an investment company that pools money from 
shareholders and invests in a portfolio of securities. In 2021, an estimated 
102.6 million individual investors in 59.0 million US households owned 
mutual funds, relying on them to meet long‑term personal financial 
objectives, such as preparing for retirement, education, or a home 
purchase. US households and institutions also use money market funds 
as cash management tools. Mutual funds had net inflows of $363 billion 
in 2021, or 1.5 percent of year‑end 2020 total net assets. Changing 
demographics, portfolio rebalancing, and investors’ reactions to US 
and worldwide economic and financial conditions play important roles 
in determining how demand for specific types of mutual funds—and for 
mutual funds in general—evolves.
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Overview of Mutual Fund Trends
With $27.0 trillion in total net assets (Figure 3.1), the US mutual fund industry remained the 
largest in the world at year‑end 2021 (Figure 1.3). The majority of US mutual fund net assets at 
year‑end 2021 were in long‑term mutual funds, with equity funds alone making up 55 percent of 
US mutual fund net assets. Bond funds were the second‑largest category, with 21 percent of net 
assets. Money market funds (18 percent) and hybrid funds (7 percent) held the remainder.

A mutual fund is typically organized under state law either as a corporation or a business trust 
(sometimes called a statutory trust). The three most popular forms of organization are Delaware 
statutory trusts, Massachusetts business trusts, and Maryland corporations (Figure 3.2). In 
2021, 42 percent of mutual funds were organized as Delaware statutory trusts, 36 percent 
were organized as Massachusetts business trusts, and 16 percent were organized as Maryland 
corporations. Six percent of mutual funds chose other forms of organization, such as limited 
liability partnerships, or other domiciles, such as Ohio or Wisconsin.

FIGURE 3.1

Equity Mutual Funds Held More Than Half of Mutual Fund Total Net Assets
Percentage of total net assets, year‑end 2021
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Investor Demand for US Mutual Funds
A variety of factors influence investor demand for mutual funds, such as funds’ ability to assist 
investors in achieving their investment objectives. For example, US households rely on equity, 
bond, and hybrid mutual funds to meet long‑term personal financial objectives, such as 
preparing for retirement, saving for education, purchasing a house, or preparing for emergencies. 
US households, as well as businesses and other institutional investors, use money market funds 
as cash management tools because they provide a high degree of liquidity and competitive 
short‑term yields.

Continued long‑running investing trends and portfolio rebalancing were important factors 
that influenced investor demand for mutual funds in 2021. Domestic equity mutual funds 
experienced net outflows, reflecting two major factors: an ongoing shift to index‑based products 
and redemptions to keep equity allocations at their portfolio targets in response to substantial 
gains in US stock prices during the year. In contrast, demand for bond mutual funds was strong 
in 2021, as investors directed money toward bond funds to keep fixed‑income allocations at 
their portfolio targets; in addition, the aging of the US population continued to play a role. 
Despite near‑zero yields on short‑term assets, money market funds experienced another year of 
strong demand.

FIGURE 3.2

The Most Popular Forms of Mutual Fund Organization
Percentage of funds, year‑end 2021

Number of funds: 9,340
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Note: Data include mutual funds that do not report statistical information to the Investment Company Institute and mutual funds 
that invest primarily in other mutual funds.
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Entry and Exit of US Mutual Funds
Mutual fund sponsors create new funds to meet investor demand, and they merge or liquidate 
those that do not attract sufficient investor interest. A total of 291 mutual funds opened in 2021 
(Figure 3.3). An increase in the number of taxable bond fund launches contributed to the increase 
in the number of new mutual funds offered from 2020 to 2021. During the same time, the number 
of mutual funds that were either merged or liquidated decreased 39 percent to 398 funds, as 
sponsors eliminated fewer equity and hybrid mutual funds from their lineups.

FIGURE 3.3

Number of Mutual Funds Entering and Exiting the Industry
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Investors in US Mutual Funds
Demand for mutual funds is, in part, related to the types of investors who hold mutual fund 
shares. Retail investors (i.e., households) held the vast majority (88 percent) of the $27.0 trillion 
in US mutual fund net assets at year‑end 2021 (Figure 3.4). The proportion of long‑term mutual 
fund net assets held by retail investors is even higher (94 percent). Retail investors also held 
substantial money market fund net assets ($2.8 trillion), but this was a relatively small share 
(12 percent) of their total mutual fund net assets ($23.7 trillion).

In contrast, institutional investors such as nonfinancial businesses, financial institutions, and 
nonprofit organizations held a relatively small portion of mutual fund net assets. At year‑end 
2021, institutions held 12 percent of mutual fund net assets (Figure 3.4). The majority (60 percent) 
of the $3.2 trillion that institutions held in mutual funds was in money market funds, because one 
of the primary reasons institutions use mutual funds is to help manage their cash balances.

FIGURE 3.4

Households Held 88 Percent of Mutual Fund Total Net Assets
Trillions of dollars, year‑end 2021
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* Mutual funds held as investments in individual retirement accounts, defined contribution retirement plans, variable annuities, 
529 plans, and Coverdell education savings accounts are counted as household holdings of mutual funds.
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Mutual Fund Assets by Tax Status and Types of Distributions
Fund investors are responsible for paying tax on the amount of a fund’s earnings and 
gains distributed to them, whether they receive the distributions in cash or reinvest 
them in additional fund shares. Investors often attempt to lessen the impact of taxes on 
their investments by investing in tax‑exempt funds and tax‑advantaged retirement and 
education accounts and variable annuities. As of year‑end 2021, 4 percent of all mutual 
fund assets ($1.1 trillion) were held in tax‑exempt funds, and 53 percent ($14.3 trillion) were 
invested in tax‑advantaged accounts held by households (Figure 3.5).

Ordinary Dividend Distributions
Ordinary dividend distributions represent income—primarily from interest and dividends 
earned by securities in a fund’s portfolio—after expenses are paid by the fund. Mutual 
funds distributed $318 billion in dividends to fund shareholders in 2021 (Figure 3.5). Bond 
and money market funds accounted for 40 percent of all dividend distributions in 2021. 
Fifty‑one percent of all dividend distributions were paid to tax‑advantaged household 
accounts and tax‑exempt fund shareholders. Another 42 percent were paid to taxable 
household accounts.

CONTINUED ON THE NEXT PAGE

FIGURE 3.5

The Majority of Mutual Fund Total Net Assets Were Held in Tax‑Advantaged 
Accounts
Billions of dollars, 2021

Total net assets
Year-end

Dividend 
distributions

Capital gains 
distributions

Taxable nonhousehold accounts $3,165 $19 $39

Taxable household accounts 8,476 135 279

Tax‑advantaged household accounts 14,259 142 502

Tax‑exempt funds 1,064 21 1

Total 26,964 318 822

Note: Capital gains distributions include long‑term and short‑term capital gains. For more information, see “How 
US‑Registered Investment Companies Operate and the Core Principles Underlying Their Regulation,” available at 
www.icifactbook.org/us-reg-funds-principles.pdf.

https://www.icifactbook.org/us-reg-funds-principles.pdf
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Capital Gains Distributions
Capital gains distributions represent a fund’s net gains, if any, from the sale of securities 
held in its portfolio. When gains from these sales exceed losses, they are distributed to 
fund shareholders. Mutual funds distributed $822 billion in capital gains to shareholders 
in 2021 (Figure 3.5).* Sixty‑one percent of these distributions were paid to tax‑advantaged 
household accounts, and another 34 percent were paid to taxable household accounts 
and tax‑exempt fund shareholders. Equity mutual funds typically account for the bulk of 
capital gains distributions. In 2021, 74 percent of equity mutual fund share classes made 
a capital gains distribution, and 87 percent of these share classes distributed more than 
2.0 percent of their assets as capital gains.

For more information, see “How US‑Registered Investment Companies Operate and 
the Core Principles Underlying Their Regulation,” available at www.icifactbook.org/
us-reg-funds-principles.pdf.

* Only the net gains from the sale of a fund’s assets held for more than one year (long‑term capital gain distributions) 
are taxed as capital gains. Net short‑term gains are taxed as ordinary dividend distributions. Data presented here 
on capital gains distributions include both long‑term and short‑term capital gains.

Developments in Mutual Fund Flows
Overall demand for mutual funds as measured by net new cash flow—new fund sales less 
redemptions, plus net exchanges—increased in 2021 (Figure 3.6). In 2021, mutual funds had net 
inflows of $363 billion (1.5 percent of year‑end 2020 total net assets), following net inflows of 
$207 billion in 2020. Long‑term mutual funds experienced net outflows of $59 billion in 2021, 
as inflows to bond funds were more than offset by outflows from equity and hybrid funds. Money 
market funds received $422 billion in net inflows. A number of factors—including portfolio 
rebalancing, broad‑based increases in global equity markets, ongoing demographic trends, and 
demand for indexed products—appeared to influence US mutual fund flows in 2021.

Long‑Term Mutual Fund Flows
Although net new cash flows into long‑term mutual funds are typically correlated with market 
returns, they tend to be moderate as a percentage of total net assets, even during episodes of 
market turmoil. Several factors may contribute to this phenomenon. For example, households 
(i.e., retail investors) own the vast majority of US long‑term mutual fund net assets (Figure 3.4). 
Retail investors generally respond less strongly to market events than do institutional investors. 
Most notably, households often use mutual funds to save for the long term, such as for college 
or retirement. Many of these investors make stable contributions through periodic payroll 

https://www.icifactbook.org/us-reg-funds-principles.pdf
https://www.icifactbook.org/us-reg-funds-principles.pdf
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Even in Bear Markets, Equity Fund Investors Stay the Course
www.ici.org/viewpoints/view_18_equity_flows

deductions, even during periods of market stress. In addition, many mutual fund shareholders 
seek the advice of financial advisers, who may provide a steadying influence during market 
downturns. These factors are amplified by the fact that net assets in mutual funds are spread 
across more than 100 million investors and that fund investors have a wide variety of individual 
characteristics (such as age or appetite for risk) and goals (such as saving for the purchase of a 
home, for education, or for retirement). They also are bound to have a wide range of views on 
market conditions and how best to respond to those conditions to meet their individual goals. 
As a result, even during months when funds as a whole experience net outflows, many investors 
continue to purchase fund shares.

FIGURE 3.6

Net New Cash Flow to Mutual Funds
Billions of dollars, annual
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From December Outflows to January Inflows: Seasonal Factors in Mutual Fund Flows
www.ici.org/viewpoints/view_19_seasonal_nncf

Equity Mutual Funds
Historically, net new cash flows to equity mutual funds have tended to rise and fall with returns 
on stocks (Figure 3.7). Global stock markets returned 19 percent in 2021, following a 17 percent 
return in 2020.* Despite strong global stock market performance for the year, equity mutual funds 
experienced net outflows totaling $435 billion in 2021 (3.4 percent of year‑end 2020 total net 
assets), following $644 billion in net outflows in 2020. In both years, outflows from equity mutual 
funds were concentrated in domestic equity funds.

* As measured by the MSCI All Country World Daily Gross Total Return Index.

FIGURE 3.7

Net New Cash Flow to Equity Mutual Funds Typically Is Related to World Equity Returns
Monthly
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1 Net new cash flow is reported as a percentage of previous month‑end equity mutual fund total net assets, plotted as a six‑
month moving average.

2 The total return on equities is measured as the year‑over‑year percent change in the MSCI All Country World Daily Gross 
Total Return Index.
Sources: Investment Company Institute, MSCl, and Bloomberg

https://www.ici.org/viewpoints/view_19_seasonal_nncf
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Equity mutual funds had net outflows in every month in 2021 (Figure 3.8). Portfolio rebalancing 
likely played a role in investors’ decisions to redeem from equity funds in 2021. In 2021, the 
19 percent return on global stocks outpaced the 1.6 percent loss on US bonds* and would have 
resulted in equities accounting for a larger share of investors’ portfolios. For example, without 
taking any investment actions, investors following a 60/40 target portfolio allocation (60 percent 
in equity funds and 40 percent in bond funds) would have seen their equity allocation rise to 
64 percent of their total portfolio from relatively strong gains in stock prices. To remain at their 
equity allocation targets, investors would have needed to redeem from equity funds in 2021.

*  As measured by the FTSE US Broad Investment Grade Bond Index.

FIGURE 3.8

Net New Cash Flow to Equity Mutual Funds
Billions of dollars; monthly, 2021
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In addition to portfolio rebalancing, net outflows from domestic equity mutual funds in 2021 also 
may have been driven by investor demand for domestic equity exchange‑traded funds (ETFs). As 
discussed in chapter 4, demand for ETFs has been very strong over the past decade. Domestic 
equity ETFs had net creations in every month of 2021, which resulted in $520 billion in net share 
issuance (Figure 4.9). In contrast, domestic equity mutual funds had net outflows of $419 billion 
(Figure 3.8) over the same period.

Although investors redeemed $16 billion from world equity mutual funds (Figure 3.8), on net, 
in 2021, this represented an increase in demand from 2020, which had net redemptions of 
$173 billion. Emerging market equity, global equity, and world equity alternative strategy funds 
received combined inflows of $28 billion in 2021, but this was offset by outflows of $44 billion 
from international equity and regional equity funds. 

Rebalancing may have contributed to outflows from world equity mutual funds in 2021. Some 
types of funds rebalance portfolios automatically as part of an asset allocation strategy. The 
assets in funds offering asset allocation strategies—such as target date funds (discussed in 
more detail on page 59)—have grown considerably over the past decade. Target date funds 
usually invest through a fund‑of‑funds approach, meaning they primarily hold and invest in 
shares of other equity and bond mutual funds or ETFs. These funds typically hold a higher 
proportion of foreign equities and bonds than many US investors had traditionally allocated 
to foreign investments. As global equity markets rose in 2021, these kinds of asset allocation 
funds rebalanced their portfolios away from stocks, including foreign stocks, to maintain their 
target allocations.

Asset-Weighted Turnover Rate 
The turnover rate—the percentage of a fund’s holdings that have been bought or sold over 
a year—is a measure of a fund’s trading activity. The rate is calculated by dividing the 
lesser of purchases or sales (excluding those of short‑term assets) in a fund’s portfolio by 
average total net assets.

To analyze the turnover rate that shareholders actually experience in their funds, it is 
important to identify those funds in which shareholders are most heavily invested. Neither 
a simple average nor a median takes into account where fund assets are concentrated. An 
asset‑weighted average gives more weight to funds with more net assets, and accordingly, 
indicates the average portfolio turnover actually experienced by fund shareholders. 
In 2021, the asset‑weighted annual turnover rate experienced by equity mutual fund 
investors was 27 percent, well below the average of the past 37 years (Figure 3.9).

CONTINUED ON THE NEXT PAGE



55US MUTUAL FUNDS

CONTINUED FROM THE PREVIOUS PAGE

Investors tend to own equity funds with relatively low turnover rates. In 2021, nearly two‑
thirds of equity mutual fund total net assets were in funds with portfolio turnover rates of 
less than 27 percent. This reflects the propensity for mutual funds with below‑average 
turnover to attract shareholder dollars.

FIGURE 3.9

Turnover Rate Experienced by Equity Mutual Fund Investors

Average over 1985–2021: 53%
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Note: The turnover rate is an asset‑weighted average. 

Bond Mutual Funds
Bond mutual fund net new cash flows typically are correlated with the performance of US bonds 
(Figure 3.10), which, in turn, is largely driven by the US interest rate environment. Long‑term 
interest rates generally fluctuated throughout 2021, but ended the year higher than they were 
at year‑end 2020. The yield on the 10‑year Treasury started 2021 at 0.93 percent, increased to 
1.74 percent by the end of March, decreased to 1.19 percent by early August, and increased to 
1.52 percent at the end of the year. For the year as a whole, the total return on US bonds was 
down, with a capital loss of 1.6 percent.
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Taxable bond mutual funds received strong inflows for almost all of 2021, with net inflows 
totaling $316 billion between January and November (Figure 3.11). Portfolio rebalancing likely 
played a role in these inflows (see page 53). With substantial returns on US stocks, investors and 
target date funds following asset allocation strategies would have needed to purchase bond 
funds during this period to remain at their target allocations.

In December, however, investors redeemed $10 billion, on net, from taxable bond mutual 
funds. Signs of strong growth in the US economy in 2021 (real GDP expanded 5.7 percent, 
the unemployment rate fell to 3.9 percent, and US stocks returned 27 percent*) coincided 
with elevated levels of inflation (the year‑over‑year change in the Consumer Price Index was 
7.0 percent in December 2021). Alongside these market conditions, the Federal Reserve 
announced that they would begin to taper their asset purchase program in November; in 
December, they announced that they would begin to accelerate their reduction of bond 
purchases. As a result, investors expected a higher probability that the Federal Reserve would 
soon raise the federal funds rate, which likely contributed to outflows from taxable bond mutual 
funds in December.

* As measured by the Wilshire 5000 Total Market Index.

FIGURE 3.10

Net New Cash Flow to Bond Mutual Funds Typically Is Related to Bond Returns
Monthly
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Investor demand varied across specific categories of taxable bond mutual funds in 2021, with 
substantial inflows being directed to multisector and inflation‑protected bond funds. Multisector 
bond mutual funds received $82 billion in net inflows, or 15 percent of their net assets at year‑
end 2020, and inflation‑protected bond mutual funds received $21 billion in net inflows, or 
18 percent of their net assets at year‑end 2020. In addition, high‑yield bond funds saw net 
inflows of $22 billion; government bond mutual funds saw net inflows of $15 billion; and world 
bond mutual funds, which typically hold a mix of bonds denominated in US dollars and foreign 
currencies, saw net inflows of $44 billion. Investment grade bond funds (excluding inflation‑
protected funds) had the bulk of net inflows into taxable bond mutual funds in 2021 ($122 billion), 
but this represented just 5.1 percent of their year‑end 2020 total net assets.

Demand for municipal bond mutual funds was strong in 2021, with net inflows in every month 
totaling $84 billion for the year, or 9.5 percent of their year‑end 2020 total net assets. 

FIGURE 3.11

Net New Cash Flow to Bond Mutual Funds
Billions of dollars; monthly, 2021
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How Bond Mutual Funds Manage Investor Flows
When meeting redemptions, fund managers’ actions are guided by market conditions, 
expected investor flows, and other factors. A fund might decide to sell some of its holdings 
to raise the cash needed to fulfill redemptions. But its choice of which particular securities 
to sell may depend on market conditions. For example, during a market downturn, with 
liquidity at a premium, some fund managers might seek to add shareholder value by 
selling some of their funds’ more‑liquid bonds (which, being in high demand, are trading at 
a premium to fundamental value). Other fund managers may conclude that it is necessary 
and appropriate to sell a representative “slice” of their funds’ entire portfolios.

Bond mutual fund managers have other ways of meeting redemption requests. For 
example, a fund might already have cash on hand. Or, the fund may use the cash that 
bond mutual funds receive each day in the form of interest income from bonds held in the 
portfolio, proceeds from matured bonds, or new sales of fund shares.

In addition, bond funds often use derivatives or hold liquid assets other than cash. For 
example, a high‑yield bond fund might hold some portion of its assets in equities, because 
equities are very liquid, and the return profiles of high‑yield bonds and equities can be 
similar. Derivatives can be more liquid than their physical counterparts, and funds are 
required to segregate liquid assets to support their derivatives positions. As these positions 
are closed, this cash collateral provides a ready source of liquidity to meet redemptions. 
This is especially true for many of the funds commonly called liquid alternative funds, as 
these funds are explicitly designed to allow frequent investor trading, and do so in large 
measure through the use of derivatives.

Long‑Term Demand for Bond Mutual Funds
Despite several periods of market turmoil, bond mutual funds have experienced net inflows 
through most of the past decade, with $2.6 trillion in net new cash flow and reinvested 
dividends from 2012 through 2021 (Figure 3.12).

A number of factors have helped sustain this long‑term demand for bond mutual funds, 
including demographics. Older investors tend to have larger account balances because they 
have had more time to accumulate savings and take advantage of compounding. At the same 
time, as investors age, they tend to shift toward fixed‑income products. Over the past decade, 
the aging US population has boosted flows to bond funds.
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FIGURE 3.12

Bond Mutual Funds Have Experienced Net Inflows Through Most of the Past Decade
Cumulative flows to bond mutual funds, billions of dollars, monthly
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The continued popularity of target date mutual funds also likely helped increase inflows to bond 
mutual funds in 2021. Target date funds invest in a changing mix of equities and fixed‑income 
investments. As the fund approaches and passes its target date (which is usually specified in the 
fund’s name), the fund gradually reallocates assets from equities to fixed‑income investments, 
including bonds. Over the past 10 years, target date mutual funds have received net inflows 
of $462 billion. By year‑end 2021, target date mutual funds had total net assets of $1.8 trillion 
(Figure 8.20). Investor interest in these funds likely reflects their automatic rebalancing features 
as well as their inclusion as an investment option in many defined contribution (DC) plans 
(Figure 8.12).

These long‑term factors, combined with mostly positive returns on bonds and inflows from 
portfolio allocation strategies, have caused bond mutual fund total net assets to double over the 
past decade—from $2.8 trillion at year‑end 2011 to $5.6 trillion at year‑end 2021. However, their 
share of the US bond market (US government bonds, corporate bonds, and tax‑exempt bonds) 
has stayed relatively stable during this time. Bond mutual funds held 10 percent of the US bond 
market at year‑end 2021, compared with 8 percent at year‑end 2011.
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Hybrid Mutual Funds
Hybrid funds (also called asset allocation funds or balanced funds) invest in a mix of stocks 
and bonds. This approach offers a way to balance the potential capital appreciation of stocks 
with the income and relative stability of bonds over the long term. The fund’s portfolio may be 
periodically rebalanced to bring its asset allocation more in line with prospectus objectives, 
which could be necessary following capital gains or losses in the stock or bond markets.

Over the past seven years, investors have moved away from hybrid mutual funds, which had 
been a popular way to achieve a managed, balanced portfolio of stocks and bonds (Figure 3.13). 
In 2021, hybrid mutual funds had outflows of $13 billion (or just 0.8 percent of prior year‑end 
total net assets), following $313 billion of net outflows over the previous six years. Many factors 
likely have contributed to this change. For example, investors may be shifting out of hybrid funds 
and into portfolios of ETFs that are periodically rebalanced, often with the assistance of a fee‑
based financial adviser. In addition, investors may be shifting assets toward target date funds 
and lifestyle funds as an alternative way to achieve a balanced portfolio.*

* ICI generally excludes funds of funds from total net asset and net new cash flow calculations to avoid double counting. 
Although target date funds are classified as hybrid funds by ICI, 97 percent of target date fund assets are in funds of funds, 
and therefore, their flows are excluded from the hybrid mutual fund flows presented in Figure 3.13.

FIGURE 3.13

Net New Cash Flow to Hybrid Mutual Funds
Billions of dollars, annual
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Growth of Other Investment Products
Outflows from some long‑term mutual funds over the past decade reflect a broader shift, driven by 
both investors and retirement plan sponsors, toward other pooled investment vehicles. This trend is 
reflected in the outflows from actively managed funds and the growth of index mutual funds, ETFs, 
and collective investment trusts (CITs) since 2007.

Index mutual funds—which hold all (or a representative sample) of the securities in a specified index—
are popular among investors. Of households that owned mutual funds, 42 percent owned at least 
one index equity mutual fund in 2021. As of year‑end 2021, 496 index mutual funds managed total 
net assets of $5.7 trillion. For 2021 as a whole, investors added $41 billion in net new cash flow to 
these funds (Figure 3.14). Outflows from index domestic and world equity mutual funds ($43 billion 
and $14 billion, respectively) were more than offset by inflows into index bond and hybrid mutual 
funds ($98 billion). Some of the outflows from index equity mutual funds are likely attributable to 
portfolio rebalancing, with investors shifting assets from equity mutual funds to bond mutual funds as 
they seek to stay within their target portfolio allocations. The outflows from index equity mutual funds 
also reflect some assets moving from mutual funds into other products, such as ETFs or CITs. At year‑
end 2021, net assets in index equity mutual funds made up 32 percent of total equity mutual fund net 
assets (Figure 3.15).

FIGURE 3.14

Net New Cash Flow to Index Mutual Funds
Billions of dollars, annual

-200

-150

-100

-50

0

50

100

150

200

250

2021202020192018201720162015201420132012

197

166
149

114

-100

129
156

223

59 41

Index domestic equity mutual funds
Index world equity mutual funds
Index bond mutual funds and index hybrid mutual funds
Total net new cash flow



2022 INVESTMENT COMPANY FACT BOOK62

Index domestic equity mutual funds and ETFs have particularly benefited from the overall 
increased investor demand for index‑based investment products. From 2012 through 2021, index 
domestic equity mutual funds and ETFs received $2.2 trillion in net new cash and reinvested 
dividends, while actively managed domestic equity mutual funds experienced net outflows of 
$2.1 trillion (including reinvested dividends) (Figure 3.16). Index domestic equity ETFs have grown 
particularly quickly—attracting nearly three times the amount of net inflows of index domestic 
equity mutual funds since 2012. Part of the recent increasing popularity of ETFs is likely 

FIGURE 3.15

Share of Index Equity Mutual Funds Increased in 2021
Percentage of equity mutual funds’ total net assets, year‑end
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FIGURE 3.16

Some of the Outflows from Domestic Equity Mutual Funds Have Gone to ETFs
Cumulative flows to domestic equity mutual funds and net share issuance of index domestic equity ETFs, 
billions of dollars, monthly
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attributable to more brokers and financial advisers using them in their clients’ portfolios. In 2020, 
full‑service brokers and fee‑based advisers had 24 percent and 35 percent, respectively, of their 
clients’ household assets invested in ETFs, up sharply from 6 percent and 10 percent in 2011 
(Figure 3.17).

CITs are an alternative to mutual funds for DC plans. Like mutual funds, CITs pool the assets of 
investors and (either actively or passively) invest those assets according to a particular strategy. 
Much like institutional share classes of mutual funds, CITs generally require substantial minimum 
investment thresholds, which can limit the costs of managing pooled investment products. 
Unlike mutual funds, which are regulated under the Investment Company Act of 1940, CITs are 
regulated under banking laws and are not marketed as widely as mutual funds; this can also 
reduce their operational and compliance costs as compared with mutual funds.

More retirement plan sponsors have begun offering CITs as options in 401(k) plan lineups. As 
Figure 3.18 demonstrates, this trend has translated into a growing share of assets held in CITs by 
large 401(k) plans. That share increased from 6 percent in 2000 to an estimated 27 percent in 
2020. This recent expansion is due, in part, to the growth in target date CITs.

FIGURE 3.17

Fee‑Based Advisers Are Investing Larger Portions of Client Portfolios in ETFs
Percentage of household assets invested in investment category by adviser type
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1 This category includes wirehouses as well as regional, independent, and bank broker‑dealers.
2 This category includes registered investment advisers and dually registered investment adviser broker‑dealers.
3 This category excludes an unknown portion of assets from investors who received fee‑based advice but implemented trades 

themselves through discount brokers and fund supermarkets.
Source: Cerulli Associates, “The State of US Retail and Institutional Asset Management, 2021”
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Money Market Funds
In 2021, demand for money market funds remained strong, with $422 billion in net new cash 
flows—despite another year of near‑zero yields (Figures 3.6 and 3.19). Government money 
market funds received substantial inflows ($541 billion) while prime money market funds and 
tax‑exempt money market funds had outflows of $100 billion and $19 billion, respectively.

Demand for government money market funds in 2021 was likely shaped by movements in 
long‑term interest rates. In the first quarter of 2021, the yield on the 10‑year Treasury sharply 
increased 81 basis points, which led to capital losses on long‑term bonds. To mitigate these 
losses, investors may have shifted some of their bond fund positions into money market 
funds to shorten the duration of their fixed‑income investments. And with the Federal Reserve 
announcements in November and December (see page 56), investors likely expected that 
long‑term interest rates would soon rise, which may have contributed to additional inflows 
into money market funds in those months.

FIGURE 3.18

Assets of Large 401(k) Plans Are Increasingly Held in Collective Investment Trusts
Percentage of assets in 401(k) plans with 100 participants or more

202020192018201720162015201020052000

23
21

19
17

11
9

6

25
27

Note: Assets exclude Direct Filing Entity assets that are reinvested in collective investment trusts. Data prior to 2020 come from 
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FIGURE 3.19

Net New Cash Flow to Money Market Funds
Billions of dollars; monthly, 2021
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