
Investment products are the hinge between your money and 
your life goals. And because everyone’s money, goals and life 
are different – in fact, infinitely varied – financial investment 
products are creative, intelligent, and built to solve problems. 

Their names on the other hand, are usually strictly utilitarian. 
Some of the reasons why are good – regulators work hard 
to ensure that products are sold appropriately and described 
accurately. 

 The end result, however, is why we have things like Mutual 
Funds, so named because many investors mutually pool their 
money together. Or Exchange Traded Funds, because they 
are funds that trade on exchanges like a stock, as opposed to 
mutual funds that price once a day. Or Hedge Funds, because 
they were originally developed by institutional investors to 
offset risk in other parts of their portfolio – like “hedging a bet”. 

And Interval Funds? The salient characteristic is that they 
allow for redemptions at intervals, usually every 3, 6, or 12 
months. What problem would that tackle, or opportunity would 
that present? Read on.

Matching the Strategy to the Structure

One of the challenges in  financial planning in recent years 
has been creating portfolios that maintain the desired 

diversification and risk profile while still targeting return 
and income goals.

One potential asset class that may address these concerns 
is illiquid, alternative assets. This asset class is usually 
non-correlated or has low correlations to exchange traded 
assets and can provide portfolio diversification. Illiquid 
alternative assets may also offer an illiquidity premium 
such as the potential to offer enhanced yield from the 
direct origination of private debt. 

The problem is that the manager needs to hold the assets 
in the strategy long term. An open-end mutual fund or ETF 
structure that has daily repurchase requirements might 
result in the manager having to liquidate positions that 
need a longer holding period to realize the investment. The 
limited liquidity requirement of the interval fund structure 
can be an effective compromise between the needs of the 
manager to execute the long-term strategy and the liquidity 
needs of an investor.

An interval fund also can hold different types of assets, 
allowing the manager the flexibility to efficiently alter the 
asset allocation in response to market conditions. 
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What Else Do Interval Funds Offer?

Besides the ability to invest in strategies that may help 
meet portfolio goals, there are several other features. 

•  Investment minimums can be relatively low compared to 
other private investments, generally starting at $2,500 for 
non-qualified accounts

•  Continuously or periodically offered

•  Interval funds are always repurchased at NAV

•  Tax reporting on distributions is simple and done by Form 
1099

•  Regulated by the Investment Company Act of 1940

Because interval funds offer only limited liquidity, investors 
must be mindful that their investment dollars will not 
be available to them in the way an exchange-traded 
investment may be.  There are also some risks investors 
should be aware of. 

Wrapping It Up

Interval funds can provide a way to broaden the types of 
assets held in existing investment portfolios, while still 
allowing for the share repurchases necessary. By limiting 
liquidity, they can employ very long-term strategies that 
have the potential to provide diversification and enhanced 
yield. 
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The information contained within is for educational and information purposes ONLY. It is not intended nor should be considered an invitation, inducement to 
buy or sell any security or a solicitation to buy or sell any security. The information is not designed to be taken as advice or a recommendation for any spe-
cific investment product, strategy, plan feature or other purpose in any jurisdiction, nor is it a commitment from us or any of our subsidiaries to participate 
in any of the transactions mentioned herein. Any commentary provided is the sole opinion of the author and should not be considered a personal recom-
mendation. This is also not intended to be a forecast of future events nor is this a guarantee of any future result. Both past performance and yields are not 
reliable indicators of current and future results. Information contained herein was obtained from third party sources we believe to be reliable; however this 
is not to be construed as a guarantee to their accuracy or completeness. Observations and views contained in this report may change at any time without 
notice and with no obligation to update.

All investments carry a certain degree of risk, including possible loss of principal and there is no assurance that an investment will provide positive perfor-
mance over any period of time. There are specific risks associated with investing in various types of financial assets and in different countries. The informa-
tion contained within should not be a person’s sole basis for making an investment decision. One should consult a financial professional before making 
any investment decision. Investors should ensure that they obtain all available relevant information before making any investment. Financial professionals 
should consider the suitability of the manager, strategy and program for their clients on an initial and ongoing basis.




