
What are collective 
investment trusts?

Collective investment trusts (CITs) are an alternative to  to mutual funds. 
They can also be referred to as “collective trusts” or “commingled trusts.” 
But what exactly are they? And how do they work? You probably have 

Why choose a CIT?
One of the main benefits of a trust is lower costs. Trusts often cost less to own than a  
similar mutual fund. That’s because of their lower regulatory reporting costs and larger 



Do CITs pay regular dividends like mutual funds?
No. Dividends and capital gains generated on a trust are not required to be distributed 
as they are for mutual funds. The dividends and capital gains are typically immediately 
reinvested in the trust. This reinvestment increases the net asset value of the trust  
over time.

Reinvesting makes sense for the trusts because of their structure. Unlike mutual 
funds, trusts are intended solely for large retirement plans. Because of the withdrawal 
restrictions of such retirement plans, you don’t have the option to take the dividends 
and capital gains in cash as you could, for example, with a personal investment in a 
mutual fund.


