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The Benefits of
Asset Allocation

It’s All in the Mix

The financial world is full of investment opportunities, offering countless avenues to pursue.
Selecting the right combination of these opportunities is the challenge. How do you choose
an investment mix that will help you to achieve your financial goals? It all depends on your
needs and objectives, time horizon, and risk tolerance. Whatever your objective, allocation
among asset classes is critical in structuring a successful portfolio. Since it’s impossible to
predict the future or determine the next best-performing asset class, asset allocation in-
creases the odds of having a portion of your assets “in the right place at the right time.”

What is Asset Allocation?

Asset allocation is a time-tested approach
to portfolio management. It means spread-
ing your investments among multiple asset
classes such as stocks and bonds. This
strategy helps to lessen the effects of market
volatility, manage risk and provide the
potential to maximize overall returns.
Experts explain that the success of an
investment strategy generally depends on a
long-term commitment. Volatility, or the
“ups and downs” associated with investing,
often threatens investors’ willingness to stick
with their programs. Through asset alloca-
tion, a portfolio’s losses in a poorly
performing asset class may be offset by gains
in an asset class that’s performing well,
effectively “smoothing out” some of the
bumps inherent in investing. This reduced vola-
tility could remove the temptation to “panic
sell,” and make it easier to stay the course for
the long haul. In order to determine an asset
allocation strategy that's right for your specific
needs, it’s essential that you speak with your
financial services representative.

Asset Allocation & Mutual Funds

Since mutual funds are composed of a broad
portfolio of securities, investing in them is a
good first step toward reaping the benefits
of diversification. Asset allocation takes
diversification one step further by investing

in avariety of funds from different asset classes
and investment objectives. By spreading your
investments among stock, bond and money
market mutual funds, you minimize your
exposure to any particular class. Economic,
financial, and political changes generally
affect each asset category differently. Therefore,
an event such as an economic slowdown may
hurt returns to one asset class — stocks — but
may help the returns of another — bonds. In
any market condition, a long-term investment
strategy that includes asset allocation among
mutual funds can improve your chances of
reaching your financial goals.

How Do You Allocate
Your Assets Appropriately?

Asset allocation is a highly personalized invest-
ment strategy built around your risk tolerance,
time horizon and investment goals. In order to
create a suitable portfolio, it is important to deter-
mine the extent to which you are an aggressive,
moderate or conservative investor. But how do
you know what type of investor you are? Deciding
how much risk you are willing to accept, while
taking into account such factors as your age, in-
come level and financial objectives, is a key factor
in developing your investment philosophy. For
example, young people looking to build funds
for retirement may be willing to assume greater
risk because they have a longer time horizon.
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* These allocations are presented only as examples and are not intended as investment advice. The investment
mix that is appropriate for you depends on your age, investment horizon, goals and attitude about risk. Please
consult your financial services representative if you have questions about these examples and how
they relate to your own financial situation. The investor profile is hypothetical.



Therefore, they might be comfortable with a more
aggressive portfolio heavily weighted with growth-
oriented stockfunds. This is because historically; stock
funds have produced higher long-term returns with
higher short-term volatility* On the other hand, re-
cent retirees looking to preserve the nest egg they
have accumulated may take 2 more conservative ap-
proach, structuring a portfolio that includes more
bond funds. While bond funds have historically pro-
duced lower returns, they tend to be less volatile than
stock funds, and generally provide monthly income.
The goal of asset allocation is to create a mix of
different asset categories that can provide the poten-
tial for satisfying returns at a level of volatility that is
comfortable for you.

What Is Your Time Horizon?

Risk tolerance is only part of the equation. Your time
horizon must be considered in conjunction with your
risk tolerance. The amount of time that you have
until you need to access your investments seriously
affects your portfolio strategy. It is generally agreed
that to get the most out of mutual fund investing,
investors should plan to have a time horizon of at
least three to five years. An investor with a longer
time horizon can usually afford to assume greater
short-term riskin exchange for greater potential long-
term returns. Thus, it may be wise for that investor to
place a larger emphasis on stock funds, which have
historically earned higher returns over time.

However, as you approach the time when funds are
needed (e.g,, asa child nears college age or you near
retirement), it may be a good idea for you to begin
transferring some assets into bond or money market
funds. The shorter your investment time horizon, the
less volatility you'll want in your portfolio. With your
investment goal within reach, you don’t want a sharp
stock market downturn to erode the assets you've
worked so hard to accumulate. While a 25-year-old
may have many years to ride out market cycles and
overcome short-term losses, the same is not true for
a 65-year-old who may need money for immediate
expenses. While you'll want to reduce volatility by
paring down stock market exposure, you generally
should keep a portion of your portfolio in invest-
ments with strong growth potential, such as stock
funds, to stay ahead of inflation. Remember, you may
spend 20 years or more in retirement, and just be-
cause you have retired doesn’t mean inflation has.

*Past performance is not indicative of future results.

What Are Your
Investment Goals?

Areyou savingto build a secure retirement? Or are you
planning to send your children or grandchildren to
college? Maybe you're saving for a down payment on a
new home, or looking forward to amore comfortable
lifestyle sometime in the future. No two people are
alike and no two financial strategies need to be alike.

For example, the investment portfolios of a retiree,
parents of a newborn baby, and newlyweds saving
for their first home will differ markedly. If you are
retired, you are probably interested in regular in-
come to cover immediate needs and may want to
consider bond and money market funds. If you are
aparent of a newborn baby who is seeking to build
a college fund, you may want a portfolio predomi-
nately consisting of growth-oriented stock funds
since your time horizon is 18 years. For medium-
term goals, such as saving for the purchase of a
home, you may take a moderately aggressive ap-
proach, investing in funds with moderate risk and
the potential for growth. And, if you wish to reduce
your tax bill, you may want to invest more in mu-
nicipal bond funds, which can provide triple tax-
free income if you live in the state in which the
underlying bonds are issued. Whatever your situa-
tion, your representative can help you develop a
plan that’s as unique as you are.

Rebalancing Your Portfolio

Your financial strategy does not have to be set in
stone. As your financial circumstances change, your
portfolio allocations should change as well. In ad-
dition, your portfolio allocations may become in-
consistent with your overall investment plan as dif-
ferent asset classes increase or decrease in value
with shifting market conditions. For example, if
you begin an investment program with 75% of your
money in stock funds, 20% in bond funds and 5%
in money market funds, several years of superior
stock market returns (like those of the late-1990s)
could boostyour stock holdings to more than 85%
of your assets in just a few years. The resulting un-
planned over-exposure — or in negative conditions,
under-exposure — to an asset class may not be in
keeping with your risk tolerance, investment goals
and time horizon. That's why t is important to main-
tain an ongoing dialogue with your representative
to rebalance your portfolio and ensure that your
overall investment plan is still “on target” with your
current needs and investment time horizon.

Financial Services With A Personal Touch

First Investors has been serving the needs of investors since 1930. Through the Great Depression,

World War II, numerous recessions and bull and bear markets alike, we have remained committed
to our mission—mhelping our clients reach their financial goals. Today, we offer a wide range of
[financial products and services, including mutual funds, annuities, and life insurance. We pride
ourselves on delivering financial services with a “personal touch.” Your First Investors Financial
Services Representative is a licensed professional who will take the time to learn about your current
[financial situation and future goals in order to assist you with your financial needs.

Contact Your Representative

In order to help you maintain your asset alloca-
tion strategy, your financial services representa-
tive will be available to meet with you on a regu-
lar basis in order to review your investments. As
your needs and investments change, your repre-
sentative will review and assess your financial
plan with you to ensure that your allocations
remain appropriate. From the first steps in your
investment process through the fine-tuning of
your portfolio, your representative will give you
the kind of personal guidance that you have
come to expect from First Investors.

Neither First Investors nor its representatives offer
tax, legal or estate planning services. Clients
should contact their personal tax and legal
advisers for any advice about tax-related
investment decisions, estate planning or gifting.

Life insurance and annuity products are
issued by First Investors Life Insurance
Company, 110 Wall Street, New York, NY,
10005, and distributed by First Investors
Corporation. All guarantees, annuity
payments and policy provisions are subject
to the financial strength and claims-paying
ability of First Investors Life Insurance
Company.

For more information about First Investors
Sfunds or First Investors Life Insurance
Company variable products, you may
obtain a free prospectus by contacting
your financial services representative,
writing to the address below, calling
(800) 423-4026, or visiting our website at
wwuw.firstinvestors.com. You should consider
the investment objectives, risks, charges and
expenses carefully before investing. The
prospectus, or in the case of a variable
insurance product, both its policy and
underlying fund prospectus, contains this
and other information, and should be read
carefully before you invest or send money.
An investment in these products is not
a bank deposit and is not insured
or guaranteed by the Federal Deposit
Insurance Corporation (FDIG) or any other
government agency.
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