
STOCK MARKET VS MUTUAL FUNDS 

 

Have you been thinking where to invest your money? You might probably hear some advise that 

you should invest it in the Stock Market. However, the other side also says that you should invest 

it in the Mutual Funds.  

 

Totally, you are now confused. 

 

You can only know what to choose if you are able to define your goals and risk appetite. But before 

that, you should know what’s the difference between the two. 

 

Investing in the Stock Market are done in two different ways this is either Directly or Indirectly. 

 

 
 

Direct Investment 

Choosing to invest in the Stock Market is called to be direct investing. Since you will be the one 

who will manage your investment. You have the privilege to decide what stocks to buy and when 

to sell it.  

 



A prerequisite of deciding to invest in the Stock Market directly requires detailed knowledge on 

how does it work. As of now if you have no time to learn this thing, investing in the Stock Market 

might not be the right choice for you. 

 

A broker is required in investing in the Stock Market, this could either be traditional or online. But 

possibly, I recommend you, to choose online for easy transactions. You can easily monitor and 

take actions into your portfolio. Going for traditional brokers requires you some efforts, as you 

need to call them when you want to buy or sell your stocks. 

 

Indirect Investment 

The other way of investing in the stock market is through the mutual funds. This is called as an 

indirect investment because you let the Fund Manager of the Mutual Fund company manage your 

investment. Basically, you can’t choose what stocks to buy and when to sell it. Since this is the 

responsibility of the fund manager. 

 

In Mutual Funds, the money from different investors is pooled before they will be invested in the 

securities, fixed income, bonds etc.  In the Stock Market, the money being invested is solely yours. 

 

Easy Diversification is one of the advantages of investing in the mutual funds because the money 

of different investors is invested as one. 

 

There are several funds in mutual funds and varies upon their risk. If you are conservative and you 

are only looking for short-term growth you can invest in fixed income or balanced fund. If your 

goal is long term which is a minimum of 5 years, it’s best for you to go for Equity Funds. This 

fund is invested in the Stock Market. Equity Fund and the Stock Market both provides higher 

returns as they are the riskiest. 

 

Your risk is determined upon taking an assessment provided by the Mutual Fund company that 

you’ve chosen. 

 

In order start investing in the Mutual Funds, you must buy funds into a Mutual Fund company. 

This could either be Phil Equity, Sun life, Phil is Assets etc. 

 

Initial and Succeeding Investments 

Both have the same amount of initial investment which is Php 5,000.00. An online stock broker 

that offers that kind of amount is ColFinancial formerly known as CitisecOnline.  

 

In terms of succeeding Investments, Mutual Fund companies offer as low as Php 1,000.00. In the 

Stock Market, there is no really such thing as minimum investment. As it is measured by board 

lot. This is the minimum number of stock you can buy in a company. 

 

Redemption 

 



Mutual Funds has holding period which usually ranges from six (6) months. This denotes that 

you can only request the Mutual Fund company to sell your funds after the holding period. 

Redeeming your investment prior to the holding period require you to pay a redemption fee. The 

amount varies depending on the policy of the company. 

 

TAX 

Your investment’s earning in the Stock Market is subjected to 20% withholding tax. Whereas 

Mutual Funds are totally tax-exempt according to National Revenue Code of 1997. 

 
 

 

 



Know that you know the difference of the two the decision remains on you. As a suggestion 

while studying how the Stock Market works it’s better for you to start investing in the Mutual 

Funds. As time is one of the keys for your investment to grow. 

 


