
INVESTING IN 
MORTGAGE  
FUNDS?

Independent guide for investors  
about unlisted mortgage funds 

Mortgage funds can also be called  
‘mortgage trusts’ or ‘mortgage schemes’.
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About ASIC
The Australian Securities and Investments Commission (ASIC) 
regulates financial advice, financial products and company laws 
to protect you. Our website for consumers and investors, FIDO, 
at www.fido.gov.au offers you free and impartial tips and safety 
checks about the financial products and services we regulate.

How can this booklet help you?
Read the Product Disclosure Statement (PDS) and any other 
disclosure documents together with this booklet. ASIC does not 
endorse specific investments. However, this independent guide 
can help you:

Know what the investment is� Page 4
Find out about the investment product itself

Consider the risks� Page 10
Use the information in the PDS and in other  
disclosure documents to assess the risk

Think about your own situation and needs� Page 24
Decide if the investment suits your financial  
goals and objectives

This guide is for you, whether you’re an 
experienced investor or just starting out.
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	� Anything you put your money into should meet your goals 
and suit you.

	� No one can guarantee the performance of any investment. 
You might lose some or all of your money if something  
goes wrong.

	� The rate of return offered is not the only way to assess  
how risky an investment is.

	� ‘High return means high risk’ is a familiar rule of thumb.  
Some investments, even if they seem to offer relatively 
modest returns, can be extremely risky.

	� Take your time and do your research before deciding  
what to invest in. Visit ASIC’s website for investors,  
FIDO, at www.fido.gov.au for more information.

	� You are taking a big risk if you put all your money into  
one investment. Spreading your money between different 
investment types (‘diversification’) reduces the risk of  
losing everything.

	� Consider seeking professional advice from a licensed 
financial adviser.
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Key tips
from ASIC about investing
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Know what the investment is
What is a ‘mortgage fund’?

A mortgage fund is a type of investment in which you buy  
units in a fund that is operated by a professional fund manager. 
Other investors also buy units in the mortgage fund.

The mortgage fund’s money is lent out (as mortgage loans)  
to a range of borrowers who use the money to buy and/or 
develop properties. It might also be used for other investments 
(for example, investing in other mortgage funds).

In return for investing your money (your ‘capital’), the fund 
manager promises to pay you a regular income, usually 
quarterly or half-yearly (called ‘distributions’). There are two 
types of mortgage funds.

Pooled mortgage funds Contributory mortgage funds

All investors share in all •	
mortgages/investments.
All investors share  •	
the income and  
spread the risks of all 
mortgages/investments.
Some funds promote •	
that you can withdraw 
your money at short 
notice, but it might take 
a while (e.g. 12 months) 
to get it back.

You or the fund manager •	
choose which mortgage(s) 
you invest in.
Your mortgage(s) might pay  •	
a different income than other 
mortgages in the fund.
Your risk depends on the •	
quality of the borrower(s) you 
or the fund manager lend to.
For most funds, you can only •	
withdraw your money when 
your mortgage(s) mature.
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What is an ‘unlisted’ mortgage fund?

An unlisted mortgage fund is not listed on a public market,  
such as the Australian Securities Exchange (ASX).

There are differences between listed and unlisted mortgage 
funds that can make it harder for investors to easily know what’s 
going on with their investment. For example:

with an unlisted mortgage fund, you can’t see the price of the •	
investment (and whether it is going up or down) and decide 
to buy or sell when you want to
unlisted mortgage funds are not subject to ongoing •	
supervision by a market supervisor, such as the ASX.
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Ask yourself, is the return you are being offered high enough to 
compensate you for the risk you are taking by putting your money 
in this investment?

Can you accept the risks?
The main risk with an unlisted mortgage fund is that the fund 
might not be able to pay you distributions when they are due,  
or pay back your money when you ask for it or at the end of the 
initial period (if applicable).

If you don’t understand the risks of this investment or you’re not 
comfortable taking any risks with your money, look at other 
financial products instead. Get professional financial advice if 
you’re not sure about an investment decision.

Do you know what you’re investing in?
Check what the mortgage fund plans to do with your money.  
This information should be clearly set out in the PDS,  
but keep asking questions until you really understand.

Knowing what your money will be used for can help you  
assess the risks and decide whether you are comfortable  
with this investment.

Is the investment related to property development?

If your money will be used for property development (rather  
than established properties), think about these extra risks:

Will the property development be completed on time and  •	
on budget?
How is the property development valued?•	
How will the mortgage fund meet its cash flow needs  •	
before the property development is completed and sold  
(or rented out)?

The PDS should help you to answer these questions.

People like to think that investing in property is ‘safe as houses’. 
In reality, it involves the same risk as any other investment—the 
risk of losing as well as gaining money.
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Misleading advertising? Hard sell?
Have you come across an advertisement for a financial product that you 
think is misleading?

Or have you been pressured by a sales person to make a decision when 
you didn’t have enough information, or weren’t sure that the product was 
right for you?

	� Phone ASIC on 1300 300 630 to tell us  
about it. You can lodge a formal complaint  
at www.fido.gov.au/complain.

	� See www.fido.gov.au/hardsell for some  
strategies to help you resist pressure selling,  
so you don’t end up investing in a financial  
product that doesn’t suit your needs.

	� For more information on what to look out for  
in general investing, go to www.fido.gov.au.
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ASIC’s benchmarks
The following benchmarks can help you:

understand the risks, and•	
decide whether to invest your money.•	

	� Liquidity*� Page 12
	� Fund borrowing� Page 13
	� Portfolio diversification*� Page 16
	� Related party transactions� Page 17
	� Valuation policy� Page 18
	� Loan-to-valuation ratio� Page 20
	� Distributions� Page 21
	� Withdrawing from the fund� Page 22

* These benchmarks apply only to pooled mortgage funds.

Remember:
The benchmarks are not a guarantee that an unlisted •	
mortgage fund will perform well.
Even if an unlisted mortgage fund meets all the benchmarks, •	
you could still lose some or all of your money if things go wrong.
Any investment should meet your goals and suit you.•	
ASIC does not endorse specific investments.•	
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The Australian Securities and Investments  
Commission consumer website, FIDO,  
offers you financial tips and safety checks

For consumers and investors: www.fido.gov.au 
ASIC’s Infoline on 1300 300 630




