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UNDERSTANDING ST YLE BOXES

Perhaps you’ve seen the Morningstar® style 
boxes. But what do they actually mean? Style 
boxes are essentially the building blocks of asset 
allocation. Each box represents an asset class, and 
each security you own will fit somewhere within 
the nine equity or nine fixed income style boxes. 

Depending on your goals, risk tolerance, and time 
horizon, your style boxes are populated by the 
percentage of your overall portfolio that matches that 
asset class. The style box breakdown of an aggressive 
investor with a 25-year time horizon should look 
significantly different from a conservative investor 
with a 5-year time horizon. 

But, remember, as good a tool as style boxes are, it is also 
important to be diversified at the security level. You 
should own multiple securities in each of the applicable 
asset classes. For the average investor, mutual funds and 
exchange-traded funds can be the easiest way to accomplish 
this diversification. And remember, diversification 
doesn’t assure profit or protect against a loss.

Equity style box
 •  Growth funds invest in stocks that management 
believes have the potential to increase earnings 
faster than the general market.

 •  Value funds invest in stocks that management 
believes are currently undervalued and could 
appreciate in price.

 • Blend funds invest in both value and growth stocks.

 •  Domestic large-capitalization (large-cap) funds’ 
average weighted market capitalization ranks in the 
highest 5 percent of the 5,000 largest domestic 
stocks. International large-cap funds have a 
median market capitalization greater than $5 billion.

 •  Domestic medium-capitalization (mid-cap) 
funds’ average weighted market capitalization 
ranks in the highest 5 percent to 20 percent of the 
5,000 largest domestic stocks.

 •  Domestic small-capitalization (small-cap) funds’ 
average weighted market capitalization ranks in the 
lowest 80 percent of the 5,000 largest domestic stocks.

Fixed income style box
 •  Extensive maturity funds’ holdings have an 
average effective maturity of more than 10 years.

 •  Moderate maturity funds’ holdings have an 
average effective maturity of between 4 and 10 years.

 •  Limited maturity funds’ holdings have an average 
effective maturity of less than 4 years. 

 •  High-quality funds’ holdings have an average 
credit rating of AA or AAA.

 •  Medium-quality funds’ holdings have an average 
credit rating of BBB or A.

 •  Low-quality funds’ holdings have an average 
credit rating of BB or below.

Investors should consider the investment objectives, risks, 
charges, and expenses of a fund carefully before investing. 
The prospectus contains this and other information about 
the fund and should be read carefully before investing. 
You can obtain a prospectus from your financial advisor.
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