
CASH ACADEMY

Short-term investing 
101
Introduction to money market funds and 
ultra-short duration solutions

Key takeaways

A money market fund (MMF) is a type of mutual fund that invests in cash, cash equivalents and 
short-term debt securities. Think of MMFs as a cash management investment solution intended 
to offer portfolio diversification1, liquidity and operational ease.

The basics
MMFs are mutual fund investment solutions for your cash that are 
designed to offer1 portfolio diversification and liquidity. MMFs have 
specific structures driven by regional regulation that invest in short-term 
debt securities.

Pros and cons 
Investing in MMFs may allow investors to participate in a more diverse 
portfolio than if they were to maintain cash with a single financial 
institution. However, investments are not guaranteed or insured, and you 
could lose money by investing in a fund.

Investing in MMFs 
Investors may want to use MMFs in addition to a larger diversified 
investment portfolio before getting started, consider risk appetite and any 
liquidity needs for regular and upcoming expenses.

1 Diversification does not assure a profit and may not protect against loss of principle.

1.

2.

3.
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Types of money market funds and ultra-short 
duration strategies

Government 

• Investment horizon of 1-day+

• Designed for daily liquidity, such as
operational cash balances

• Investments can be in cash, government
securities or repurchase agreements that
are collateralised by government
securities

Short-term credit / Prime

• Investment horizon of 1-day+

• Designed for daily liquidity, ideal for
operational cash balances

• Investments can be in government
securities as described above but also
securities issued by highly rated banks,
corporations and other non-government
entities

Ultra-short duration funds 

• Investment horizon of 3-months+

• Low volatility of capital and liquidity are
still objectives but yield enhancement is
added

• Can be suitable for core/strategic cash
balances that are not required on a daily
basis

• Offer the opportunity of potential yield
uplift by holding less liquidity, longer
duration and slightly lower credit quality
while remaining well within investment
grade

Separate accounts

• Customized to suit client needs across all
strategies

Types of money market funds and ultra-short duration strategies shown on the next pages are for illustrative purposes only. This information is 
not intended to be relied upon as investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or financial 
product or to adopt any investment strategy There can be no guarantee that an MMF/Ultra-short duration investment strategy will be successful, 
and the value of investments may go down as well as up.
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European domiciled
Regional regulation drives the different types of MMF structures available.

Short-Term 
Money Market Funds

Standard 
Money Market Funds

Criteria
Public Debt 
Constant NAV 
(PDCNAV)

Low-Volatility 
NAV (LVNAV)

Variable NAV 
(VNAV)

Ultra-Short Bond Funds
Variable NAV (VNAV)

Weighted 
average 
maturity 
(WAM) (max)

60 days 60 days 60 days 0.5 years

Weighted 
average life 
(WAL) (max)

120 days 120 days 120 days 1 year

Daily 
minimum 
liquidity 
requirements

10% 10% 7.50% 7.50%

Weekly 
minimum 
liquidity 
requirements

30% 30% 15% 15%

Liquidity fees 
and 
redemption 
gate

If the weekly maturing assets 
of the fund fall below 30% and 
there is 10% daily outflow the 
manager will inform the board 
who has the discretion but no 
obligation to implement fees 
and/or gates as deemed 
appropriate. If the weekly 
maturing assets of the fund 
fall below 10%, the board 
must decide which fees and/or 
gates they deem appropriate 
to implement.

Although fees and or gates are not prescribed 
for VNAV funds as part of the European 
1Money Market Fund Reform text, they are 
required to be included within the funds 
prospectus under UCITS and AIFMD 
rules.

1 Money Market Fund Reform was implemented in January 2019.
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Short-Term 
Money Market Funds

Standard 
Money Market Funds

Criteria
Public Debt
Constant NAV 
(PDCNAV)

Low-Volatility 
NAV (LVNAV)

Variable NAV 
(VNAV)

Ultra-Short Bond Funds
Variable NAV (VNAV)

Pricing 
(dealing NAV)

Constant 
NAV 
(rounded to 2 
decimal 
places i.e. 
nearest 
penny/cent)

Constant 
NAV 
(rounded to 2 
decimal 
places i.e. 
nearest 
penny/cent), 
provided 
dealing NAV 
does not 
deviate from 
mark-to-
market NAV 
by >20 basis 
points

Variable 
(rounded to 4 
decimal 
places)

Variable (rounded to 4 
decimal places)

CASS 
qualifying* ü ü X X

Cash & cash 
equivalent 
status

ü ü ü X

*CASS refers to the Client Asset Sourcebook which are a set of rules set out by the Financial Conduct Authority (FCA) for firms who manage client 
money and assets. Source: Fitch, Standard & Poor’s and Moody’s as of 30 November 2023.

FOR INSTITUTIONAL/PROFESSIONAL/QUALIFIED CLIENTS AND PROFESSIONAL /INSTITUTIONAL/QUALIFIED INVESTORS ONLY 

L&LM0424E/M-3544636-4/12



US domiciled
Regional regulation drives the different types of MMF and ultra-short duration structures 
available.

SEC 2a-7
Money Market Funds 

Ultra-Short 
Bond Funds

Government, Prime 
and Municipal

Designed for short-term 
investors seeking to 
outperform money 

market funds

T+1T+0

CNAV, FNAV FNAV

60 days/120 days 180 days/365 days

397 calendar days 3 years 

Securities that present 
minimal credit risk1

A-2/P-2

Baa3/BBB-

Strategy

Settlement 

NAV structure 

Maximum portfolio
WAM/WAL

Final or expected final 
maturity 

Short-term ratings 

Long-term ratings 

Eligible securities 

Government: U.S Treasury and 
Agency Obligations, 

Traditional Repurchase 
Agreements 

Prime: Commercial paper, 
certificates of deposit & time 

deposits, repurchase 
agreements

Municipal: Municipal 
obligations

U.S Treasury and Agency
Obligations, commercial

paper, certificates of deposit 
& time deposits, repurchase 

agreements, municipal 
obligations, corporate debt, 

asset backed securities

*CASS refers to the Client Asset Sourcebook which are a set of rules set out by the Financial Conduct Authority (FCA) for firms who manage client
money and assets. Source: Fitch, Standard & Poor’s and Moody’s as of 30 November 2023. 1 Money Market Fund Reform was implemented in 
January 2019.
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How does a money 
market fund work?
Like other mutual funds, money market 
funds sell shares to investors who can then 
earn income from the portfolios. MMFs blend 
highly-rated, short-term securities with 
longer-dated securities (up to 397 days for 
most funds). Some MMFs seek to offer a 
constant net asset value (NAV) of 1.00 in the 
respective currency, while other types of 
MMFs float their NAV to the fourth decimal 
place. While yield is not a primary objective, 
funds seek to offer investors the potential for 
income that approximates the rate on other 
overnight or short-term investments.

Money market funds are required by the 
respective regional regulations to maintain 
sufficient liquidity to meet reasonably 
foreseeable redemptions. Generally, they 
must invest at least 10% of their portfolios in 
assets that can provide daily liquidity, and at 
least 30% of their portfolios in assets that 
can provide weekly liquidity, although there 
are exceptions.

To comply with these liquidity requirements, 
BlackRock must consider factors that could 
affect the strategy’s liquidity needs, including 
market opportunities and shareholder flows. 
Depending upon the volatility of its cash flows 
(particularly shareholder redemptions), this 
may require a fund to maintain greater 
liquidity than would be required by the daily 
and weekly minimum liquidity requirements 
under the respective regulations.

Types of money market funds and ultra-short duration strategies shown on the next pages are for illustrative purposes only. This information is 
not intended to be relied upon as investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or financial 
product or to adopt any investment strategy There can be no guarantee that an MMF/Ultra-short duration investment strategy will be successful, 
and the value of investments may go down as well as up.

How are money market 
funds and mutual funds 
different?
MMFs are a type of mutual fund, governed by 
regional regulations that stipulate guidelines 
that the funds must adhere to, including 
credit exposure requirements, liquidity 
requirements and duration constraints.

Certain MMFs are permitted to use 
accounting methods to transact at 1.00 of 
respective currency per share.

THE BASICS
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Liquidity

Investors may benefit from the pooled 
liquidity provided by a MMF which generally 
offers same or next day access to invested 
funds.
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PROS AND CONS

Preservation of capital

A combination of regional regulations plus 
other thresholds and best practices ensure 
MMFs only invest in short-dated, highly-rated 
securities with the aim of minimizing 
volatility. 

Potential advantages of a money market fund
MMF investments may be best suited to investors with short-term investment horizons seeking 
to maintain liquidity and their principal. Advantages of MMFs may include:

Diversification

Stringent regulatory and rating agency rules 
demand maximum counterparty thresholds 
within MMFs. This ensures diverse exposure 
across a wide range of short-term debt 
issuers as opposed highly concentrated 
balances with a sole counterparty.

Operational efficiency

There are multiple ways of accessing MMFs, 
making it easy to manage subscriptions and 
redemptions. Shares remain invested until 
redeemed so investors do not have to 
continually trade to maintain the exposure, as 
they would with some traditional banking 
options such as deposits.

Yield

The active management of MMFs allow them 
to be dynamic and react to changes in 
markets. This can lead to the potential for 
enhanced yield.
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Bank deposit Money market fund

Counterparty 
diversification

Exposure to a single bank 
counterparty.

Investment in multiple 
counterparties resulting in 
diversification.

Liquidity
Potential penalties for 
accessing cash prior to 
maturity of term deposit

Most MMFs offer same or next-day 
liquidity with no lock up period.

Operational ease

Multiple bi-lateral agreements 
with banks typically required to 
achieve laddered and 
diversified investment. Multiple 
individual instructions may be 
required to execute.

Single transaction which can be 
executed in various ways. 
Instructions needed for 
subsequent redemptions and 
subscriptions.

Yield Rates driven by bank funding 
needs, which can be volatile.

Active management of diversified 
money market securities allows for 
nimble positioning in changing 
market conditions. A MMF is not a 
guaranteed investment. 
Investment in MMFs can fluctuate 
and investors’ capital is at risk.

Fees
Agreed between client and bank 
(often costs to break term 
agreements).

Costs and fees embedded in 
product so yields are received net. 
Liquidity fees and redemption 
gates remain mechanisms that 
may be incorporated in times of 
uncertainty.

PROS AND CONS

The table above is intended to provide a general summary and is not exhaustive. A Money Market Fund (MMF) is not a guaranteed 
investment vehicle. An investment in MMFs is different from an investment in deposits; the principal invested in an MMF is capable of 
fluctuation and the risk of loss of the principal is to be borne by the investor. The MMF does not rely on external support for guaranteeing the 
liquidity of the MMF or stabilizing the NAV per share.

How does a money market fund compare to a 
bank deposit?
Bank deposits typically aim to provide clients with a location to store their cash for a specified 
length of time with a specified rate of interest. MMFs traditionally seek to prioritize maintenance 
of capital and liquidity by investing in a broad range of high-credit quality assets across a wide 
range of issuers:
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PROS AND CONS

Do money market funds ever lose money?
MMFs are investments and not bank deposits or savings accounts - there are no guarantees of 
principal or insurance from any of the regional governments.

Certain MMFs aim to maintain a constant net asset value (NAV) and trade at 1.00 per share in 
the respective currency, allowing all return to be received through income. Other types of funds 
have a floating NAV, meaning they transact at the market-based value of the securities in the 
portfolio, rounded to the fourth decimal place and allow return to be received through both 
capital and income.

You could lose money by investing in the fund. Because the share price of the fund will fluctuate, when you sell your shares, they may be 
worth more or less than what you originally paid for them. The fund may impose a fee upon sale of your shares or may temporarily suspend 
your ability to sell shares if the fund's liquidity falls below required minimums because of market conditions or other factors. An investment in 
the fund is not insured or guaranteed by any government agency. The fund's sponsor has no legal obligation to provide financial support to 
the fund, and you should not expect that the sponsor will provide financial support to the fund at any time.
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How should I consider 
using MMFs?
MMFs are an efficient cash management 
solution but there are some important 
factors to consider including how to use 
them and which MMF to choose. 

Some of the key considerations are:

• What are your specific liquidity
requirements?

• Is it possible to segment these
requirements into different ‘buckets’ to
allow for optimized strategies for each?

• What is the investment horizon for the
overall strategy or each of the ‘buckets’?

• Are there sensitivities to market pricing
volatility?

• Are there thresholds around return
expectations or loss tolerance?

• Are there operational requirements, e.g.
trading and reporting?

1BlackRock® Cachematrix™ Direct is not available in all jurisdictions.

How can I trade 
MMFs?
Money market funds can be accessed 
directly or via intermediaries:

• MMF trading portals including
1BlackRock® Cachematrix™ Direct which
offers money market fund trading,
reporting and analytics for direct investors

• Transfer agent through SWIFT or
phone/fax

• Your bank or custodian may be able to
offer direct access to BlackRock funds
and/or sweep capabilities

INVESTING IN A MMF

Why invest with BlackRock?
BlackRock’s strategy seeks to deliver results for our clients throughout market volatility, 
interest cycles, and credit events – with a specific focus on preservation of principal, liquidity, 
and yield. We evaluate actual and projected economic and financial conditions in the 
marketplace, while reviewing our daily stress test outputs to craft the duration, liquidity 
targets, and credit exposures for our strategies.

We focus on liquidity while making investment decisions based on:
• Security selection and credit analysis
• Duration and yield curve positioning
• Sector positioning

This approach has been particularly effective during periods of high market volatility, 
uncertainty, and low interest rates – which have included challenges related to the banking 
sector, geopolitical issues, and debt ceiling events, among others. Of course, past performance 
is not indicative of future results.

There is no guarantee that a positive investment outcome will be achieved.
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Want to know more? 
blackrock.com/cash | cashmgmt@blackrock.com

FOR INSTITUTIONAL/PROFESSIONAL/ QUALIFIED CLIENTS AND PROFESSIONAL/ 
INSTITUTIONAL/QUALIFIED INVESTORS ONLY

For Italian Investors: BlackRock: This document is marketing material: Before investing please 
read the Prospectus and the PRIIPs KID available on www.blackrock.com/it, which contain a 
summary of investors’ rights.

Capital at risk. The value of investments and the income from them can fall as well as rise and 
are not guaranteed. Investors may not get back the amount originally invested. 

Past performance is not a reliable indicator of current or future results and should not be the 
sole factor of consideration when selecting a product or strategy. 

Changes in the rates of exchange between currencies may cause the value of investments to 
diminish or increase. Fluctuation may be particularly marked in the case of a higher volatility 
fund and the value of an investment may fall suddenly and substantially. Levels and basis of 
taxation may change from time to time and depend on personal individual circumstances.

Important Information 

This material is for distribution to Professional Clients (as defined by the Financial Conduct 
Authority or MiFID Rules) only and should not be relied upon by any other persons. This 
document is marketing material.

In the UK and Non-European Economic Area (EEA) countries: this is Issued by BlackRock 
Investment Management (UK) Limited, authorised and regulated by the Financial Conduct 
Authority. Registered office: 12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 
3000. Registered in England and Wales No. 02020394. For your protection telephone calls are 
usually recorded. Please refer to the Financial Conduct Authority website for a list of 
authorised activities conducted by BlackRock.

In the European Economic Area (EEA): this is Issued by BlackRock (Netherlands) B.V. is 
authorised and regulated by the Netherlands Authority for the Financial Markets. Registered 
office Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 – 549 5200, Tel: 31-20-549-5200. Trade 
Register No. 17068311 For your protection telephone calls are usually recorded.

In Italy: For information on investor rights and how to raise complaints please go to 
https://www.blackrock.com/corporate/compliance/investor-right available in Italian.

For qualified investors in Switzerland: This document shall be exclusively made available to, 
and directed at, qualified investors as defined in Article 10 (3) of the CISA of 23 June 2006, as 
amended, at the exclusion of qualified investors with an opting-out pursuant to Art. 5 (1) of the 
Swiss Federal Act on Financial Services ("FinSA"). For information on art. 8 / 9 Financial 
Services Act (FinSA) and on your client segmentation under art. 4 FinSA, please see the 
following website: www.blackrock.com/finsa

For investors in Israel: BlackRock Investment Management (UK) Limited is not licenced under 
Israel's Regulation of Investment Advice, Investment Marketing and Portfolio Management 
Law, 5755-1995 (the “Advice Law”), nor does it carry insurance thereunder.

In Hong Kong, The Umbrella User represents and warrants that it is and at all times will remain 
an Institutional Professional Investor as defined under paragraphs (a) to (i) of the definition of 
“professional investor” in section 1 of Part 1 of Schedule 1 to the Securities and Futures 
Ordinance, as amended from time to time. The Umbrella User undertakes to immediately notify 
the Site Operator in writing at any point the Umbrella User ceases to be an Institutional 
Professional Investor
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In Singapore, The Umbrella User represents and warrants that it is and at all times will remain 
an Institutional Investor as defined under section 4A of the Securities and Futures Act (“SFA”), 
as may be amended from time to time. The Umbrella User undertakes to immediately notify the 
Site Operator in writing at any point if the Umbrella User ceases to be an Institutional Investor. 
The Funds mentioned in the Site described herein may not have been registered with the 
Monetary Authority of Singapore for offering or distribution in Singapore. Accordingly, the 
information contained on the Site may not be 

In China, This material may not be distributed to individuals resident in the People's Republic 
of China ("PRC", for such purposes, not applicable to Hong Kong, Macau and Taiwan) or 
entities registered in the PRC unless such parties have received all the required PRC 
government approvals to participate in any investment or receive any investment advisory or 
investment management services. 

In the U.S., this material is intended for Institutional and Financial Professional use only.

This material is for distribution to Professional Clients (as defined by the Financial Conduct 
Authority or MiFID Rules) only and should not be relied upon by any other persons.

In Latin America, for institutional investors and financial intermediaries only (not for public 
distribution). This material is for educational purposes only and does not constitute investment 
advice or an offer or solicitation to sell or a solicitation of an offer to buy any shares of any fund 
or security and it is your responsibility to inform yourself of, and to observe, all applicable laws 
and regulations of your relevant jurisdiction. If any funds are mentioned or inferred in this 
material, such funds may not be registered with the securities regulators of Argentina, Brazil, 
Chile, Colombia, Mexico, Panama, Peru, Uruguay or any other securities regulator in any Latin 
American country and thus, may not be publicly offered in any such countries. The securities 
regulators of any country within Latin America have not confirmed the accuracy of any 
information contained herein. No information discussed herein can be provided to the general 
public in Latin America. The contents of this material are strictly confidential and must not be 
passed to any third party.

For investors in the Caribbean, any funds mentioned or inferred in this material have not been 
registered under the provisions of the Investment Funds Act of 2003 of the Bahamas, nor have 
they been registered with the securities regulators of Bermuda, Dominica, the Cayman Islands, 
the British Virgin Islands, Grenada, Trinidad & Tobago or any jurisdiction in the Organisation of 
Eastern Caribbean States, and thus, may not be publicly offered in any such jurisdiction. The 
shares of any fund mentioned herein may only be marketed in Bermuda by or on behalf of the 
fund or fund manager only in compliance with the provision of the Investment Business Act 
2003 of Bermuda and the Companies Act of 1981. Engaging in marketing, offering or selling 
any fund from within the Cayman Islands to persons or entities in the Cayman Islands may be 
deemed carrying on business in the Cayman Islands. As a non-Cayman Islands person, 
BlackRock may not carry on or engage in any trade or business unless it properly registers and 
obtains a license for such activities in accordance with the applicable Cayman Islands law.

Any research in this document has been procured and may have been acted on by BlackRock 
for its own purpose. The results of such research are being made available only incidentally. 
The views expressed do not constitute investment or any other advice and are subject to 
change. They do not necessarily reflect the views of any company in the BlackRock Group or 
any part thereof and no assurances are made as to their accuracy. 

This document is for information purposes only and does not constitute an offer or invitation 
to anyone to invest in any BlackRock funds and has not been prepared in connection with any 
such offer. 

© 2024 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS, and 
iSHARES are trademarks of BlackRock, Inc. or its affiliates All other trademarks are those of 
their respective owners.
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