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Abstract: For decades, the literature has questioned the role of financial advisers and the interests of investors 

who purchase load funds. Many conflicts of interest are stressed. To go beyond a normative approach, this 

paper uses the harmonized structure of the US distribution system of load funds and the consequent 

commissions to understand better the choice criteria of brokers. These choice criteria are unstable and are 

affected by risks related to the probability of withdrawal of the investor and the performance of the fund. 

This model may be used to provide explanations for the allocation of funds among share classes. 
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1    Introduction  

The mutual fund industry is important in the United States. By 2014, about 43% of all American households held 

shares in one or more mutual funds (ICI 2015). The industry’s success has been supported by substantial 

marketing efforts and generous commission schemes to encourage sales brokers. Indeed, 46% of US households 

that owned mutual fund shares outside of workplace retirement plans had purchased their funds through the sales 

force channel (ICI 2015).  

The role of brokers includes a commercial and an advisory aspect as the intermediary between mutual funds and 

investors. The financial adviser
1
 must be able to orientate the choices of his or her clients in accordance with their 

risk profile and investment horizon. In exchange for this service, the broker receives commissions from the fund, 

with the aim of maximizing them.  

                                                 
1
 The terms ―broker‖ and ―financial adviser‖ are used interchangeably. 
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