
fidelity interval fund
fidelity interval fund represents a unique investment vehicle designed to offer investors a flexible
and efficient approach to managing mutual fund portfolios. This type of fund is distinguished by its
interval structure, which allows periodic liquidity while maintaining the benefits of actively managed
assets. Investors seeking diversification, professional management, and periodic redemption
opportunities often find fidelity interval funds appealing. Understanding the mechanics, advantages,
risks, and tax implications associated with these funds is crucial for making informed investment
decisions. This article explores the key features of fidelity interval funds, their operational framework,
comparison with other fund types, and considerations for investors. The following sections provide a
detailed analysis and practical insights into fidelity interval funds.
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Understanding Fidelity Interval Fund
A fidelity interval fund is a type of closed-end fund that differs from traditional mutual funds by
limiting investor redemptions to specific intervals, usually quarterly or semi-annually. These funds
invest in a variety of assets, including equities, bonds, and alternative investments, aiming to provide
a balance of growth and income. Unlike open-end mutual funds, which allow daily redemptions,
interval funds restrict liquidity to scheduled windows. This unique attribute enables fund managers to
invest in less liquid assets without the pressure of daily redemption demands, potentially enhancing
returns. Fidelity interval funds are regulated under the Investment Company Act of 1940, which
governs their structure and redemption terms.

Definition and Structure
Fidelity interval funds combine features of both open-end and closed-end funds. While they
continuously offer shares to investors, redemptions are limited to predefined intervals, typically every
three, six, or twelve months. This structure permits investment in less liquid securities, such as
private debt or real estate, that may offer higher yields but require longer holding periods. The fund’s
net asset value (NAV) is calculated daily, but redemptions occur only during specified intervals at NAV
minus any applicable fees. This hybrid model provides a balance between liquidity and investment
flexibility.



Types of Assets Held
These funds typically hold a diversified portfolio that may include:

Corporate bonds and high-yield debt

Private credit and direct lending

Real estate and infrastructure assets

Equities and convertible securities

Alternative investments such as hedge funds or commodities

This diversification across asset classes can help manage risk and optimize returns within the interval
fund framework.

Key Features and Benefits
Fidelity interval funds offer several distinct advantages to investors, making them an attractive choice
for those seeking exposure to alternative investments with periodic liquidity. Understanding these
features helps in evaluating their suitability for specific investment goals.

Liquidity with Controlled Redemptions
One of the primary benefits is the balance between liquidity and investment stability. Investors can
redeem shares during specified intervals, providing predictable liquidity while allowing the fund to
hold less liquid assets that may generate superior returns. This controlled redemption schedule
reduces the risk of forced asset sales during market downturns.

Professional Management and Diversification
These funds are actively managed by professional portfolio managers who employ specialized
strategies to exploit opportunities in less liquid markets. The diversification across multiple asset
types and sectors can help mitigate volatility and enhance risk-adjusted returns. Fidelity interval
funds often target niche markets not easily accessible to individual investors.

Potential for Enhanced Yields
By investing in alternative asset classes and less liquid securities, fidelity interval funds may offer
higher income or total returns compared to traditional mutual funds. The ability to hold these
investments longer without daily redemption pressure supports this potential yield advantage.



Additional Benefits

Access to institutional-quality investments

Reduced susceptibility to market timing and daily trading volatility

Transparency through regular NAV updates and disclosures

How Fidelity Interval Funds Operate
The operational mechanics of fidelity interval funds are distinct and influence their performance and
investor experience. Understanding the redemption process, fee structures, and investment
strategies is essential.

Redemption Process
Redemptions in fidelity interval funds are permitted only at scheduled intervals, commonly quarterly
or semi-annually. During these windows, investors may sell a portion or all of their shares back to the
fund at the current NAV, sometimes subject to redemption fees or limits on the total amount
redeemed. This system provides liquidity without disrupting the fund’s long-term investment strategy.

Fee Structure
These funds typically charge management fees similar to other actively managed funds, often ranging
from 0.75% to 1.5% annually. Additionally, redemption fees may apply to discourage short-term
trading and support operational stability. Investors should also consider any performance fees or
administrative expenses associated with the fund.

Investment Strategy
Fidelity interval funds employ a range of strategies tailored to the fund’s objectives and asset
allocation. Common approaches include:

Income generation through fixed income and credit instruments

Capital appreciation via equities and growth-oriented securities

Alternative investments targeting niche markets for diversification

Risk management through hedging and asset allocation techniques



Comparing Fidelity Interval Funds with Other Fund
Types
Investors often evaluate fidelity interval funds in relation to other investment vehicles such as open-
end mutual funds, closed-end funds, and exchange-traded funds (ETFs). Each fund type presents
distinct characteristics regarding liquidity, pricing, and investment flexibility.

Open-End Mutual Funds
Open-end mutual funds allow daily purchases and redemptions at NAV with high liquidity. However,
they generally invest in more liquid securities due to redemption demands. Fidelity interval funds
differ by restricting redemptions to intervals, enabling investments in less liquid assets.

Closed-End Funds
Closed-end funds issue a fixed number of shares traded on exchanges. Their price fluctuates based on
market demand and may trade at a premium or discount to NAV. Fidelity interval funds continuously
offer shares and redeem at NAV during intervals, avoiding market price volatility but limiting liquidity.

Exchange-Traded Funds (ETFs)
ETFs trade throughout the day on exchanges like stocks and offer intraday liquidity. They typically
invest in liquid markets and track indexes. Fidelity interval funds offer less liquidity but more active
management and access to alternative assets.

Summary of Differences

Liquidity: ETFs and open-end mutual funds provide daily liquidity; interval funds offer periodic1.
liquidity.

Pricing: Interval funds redeem at NAV; closed-end funds trade at market prices.2.

Asset Allocation: Interval funds can invest in less liquid and alternative assets more freely.3.

Management: Interval funds are actively managed with a focus on niche markets.4.

Risks and Considerations
While fidelity interval funds present attractive benefits, investors should be aware of associated risks
and factors that may impact investment outcomes.



Liquidity Risk
The limited redemption windows mean investors cannot access their funds at will. This illiquidity may
pose challenges during emergencies or market volatility when immediate access to capital is desired.

Market and Credit Risk
Investments in fixed income, alternative assets, or less liquid securities expose the fund to market
fluctuations and credit defaults. Active management aims to mitigate these risks but cannot eliminate
them entirely.

Redemption Limits and Fees
Funds may impose limits on the percentage of shares redeemed during intervals, potentially delaying
full liquidity. Redemption fees can also reduce net proceeds, especially for short-term investors.

Regulatory and Operational Risks
Changes in regulations or fund management strategies may affect performance or liquidity terms.
Operational risks include valuation complexities for illiquid assets and potential conflicts of interest.

Tax Implications of Fidelity Interval Funds
Tax treatment is an important consideration for investors in fidelity interval funds. These funds
distribute income, capital gains, and dividends that may have varying tax consequences.

Distribution Types
Distributions from these funds can include:

Interest income, typically taxed as ordinary income

Dividends, which may qualify for lower tax rates

Capital gains, realized from asset sales within the fund

Tax Reporting
Investors receive annual tax statements detailing the nature of distributions. The interval nature of
redemptions does not affect the timing of taxable events, which occur based on the fund’s portfolio
transactions and distributions.



Tax Efficiency Considerations
Due to less frequent redemptions, fidelity interval funds may experience fewer capital gains
distributions compared to open-end mutual funds. However, the complexity of underlying asset
classes can result in variable tax impacts.

Frequently Asked Questions

What is the Fidelity Interval Fund?
The Fidelity Interval Fund is a type of closed-end interval fund managed by Fidelity Investments that
invests in a diversified portfolio of assets and allows investors to buy or sell shares at specific
intervals.

How does the Fidelity Interval Fund differ from traditional
mutual funds?
Unlike traditional mutual funds that offer daily liquidity, the Fidelity Interval Fund allows redemptions
only at predetermined intervals, which can help manage liquidity and potentially reduce volatility.

What are the typical investment objectives of the Fidelity
Interval Fund?
The Fidelity Interval Fund typically aims for income generation, capital preservation, and moderate
growth by investing in a mix of bonds, stocks, and other securities.

How often can investors redeem shares in the Fidelity Interval
Fund?
Investors can usually redeem shares in the Fidelity Interval Fund quarterly or at other specified
intervals, depending on the fund's specific terms.

What are the risks associated with investing in the Fidelity
Interval Fund?
Risks include market risk, interest rate risk, liquidity risk due to limited redemption windows, and
credit risk depending on the fund's holdings.

Can the Fidelity Interval Fund be part of a retirement
portfolio?
Yes, the Fidelity Interval Fund can be included in a retirement portfolio to provide diversification and
potential income, but investors should consider their liquidity needs and risk tolerance.



Where can I find the latest performance data for the Fidelity
Interval Fund?
Latest performance data can be found on the official Fidelity Investments website, financial news
platforms, or through your brokerage account where the fund is available.

Additional Resources
1. Understanding Fidelity Interval Funds: A Comprehensive Guide
This book offers an in-depth exploration of fidelity interval funds, explaining their structure, benefits,
and risks. It is ideal for investors who want to diversify their portfolios with alternative investment
options. The author breaks down complex financial concepts into easy-to-understand language,
making it accessible for both beginners and experienced investors.

2. The Intelligent Investor’s Approach to Fidelity Interval Funds
Drawing inspiration from classic investment principles, this book provides strategies for incorporating
fidelity interval funds into a long-term investment plan. It covers market behavior, risk management,
and the unique features of interval funds. Readers will gain insights into how these funds can stabilize
returns during volatile market conditions.

3. Interval Funds and Income Generation: Maximizing Returns with Fidelity
Focused on income-focused investors, this title delves into how fidelity interval funds can serve as a
reliable source of dividends and interest. The book discusses distribution policies, yield
considerations, and tax implications. Practical case studies illustrate how to build a steady income
stream through these funds.

4. Fidelity Interval Funds: Risk, Reward, and Portfolio Integration
This book examines the balance between risk and reward inherent in fidelity interval funds. It
provides tools for analyzing fund performance and integrating interval funds within broader
investment portfolios. The author emphasizes risk mitigation techniques and diversification benefits.

5. Alternative Investments: The Role of Fidelity Interval Funds
Offering a broader perspective on alternative investments, this book highlights the unique position
fidelity interval funds hold in the investment landscape. It covers regulatory frameworks, liquidity
considerations, and comparison with other alternative vehicles. Investors will learn how to evaluate
these funds alongside real estate, commodities, and private equity.

6. Mastering Interval Fund Investing with Fidelity
A practical guide that walks readers through the process of selecting, purchasing, and managing
fidelity interval funds. It includes tips on timing, fees, and performance tracking. The book is packed
with actionable advice for maximizing investment outcomes.

7. Tax Efficiency and Fidelity Interval Funds
This specialized book focuses on the tax aspects of investing in fidelity interval funds. It explains how
distributions are taxed, strategies for tax deferral, and implications for different types of accounts.
Investors will find guidance on optimizing after-tax returns.

8. Fidelity Interval Funds in Retirement Planning
Targeting retirement investors, this book discusses how fidelity interval funds can provide stability



and income during retirement. It covers withdrawal strategies, inflation protection, and legacy
planning. The author highlights the role of interval funds in a diversified retirement portfolio.

9. Evaluating Fidelity Interval Fund Performance: Metrics and Analysis
This analytical book presents key performance metrics and evaluation techniques for fidelity interval
funds. It teaches readers how to interpret fund reports, compare funds, and assess management
quality. The book is suited for investors who want a detailed understanding of fund performance
indicators.
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