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You may have noticed that we’ve
completely revamped our client
newsletter and renamed it First
Investors Insights. This overhaul is
part of our commitment to give
our clients the information they
need to make informed financial
decisions. We’ve upgraded the
content and enhanced the design
in order to make First Investors
Insights a compelling and worth-
while read. Going forward, each
issue will tackle some of the key
challenges facing investors, and
offer insights from some of the
best minds in our Company. 

Although our newsletter has
changed, the core philosophy that
drives First Investors remains the
same. We remain unwavering in our
commitment to serving the needs
of individuals through our network
of professional representatives.
After you read First Investors Insights I
encourage you to contact your rep-
resentative to discuss the issues
raised here. Also, please let us know
your thoughts on First Investors
Insights by sending your comments
to sales@firstinvestors.com 

I hope that you’ll enjoy First
Investors Insights.

UUnnddeerrssttaannddiinngg
TThhee  SSuubbpprriimmee  SSiittuuaattiioonn  
The crisis in the subprime mortgage market grabbed headlines and took investors for a wild ride in

2007. Many homeowners have been directly affected by these events, and investors have been

harmed as well. We think it’s important for clients to understand the history behind this situation,

how it affects investments, and what you can do in 2008.

Birth Of A Boom  
Starting in the early 2000s, historically low interest rates and easy access to credit helped spark a
housing boom in America. Lenders competed aggressively for mortgage deals, complex new products

Chairman’s Corner 
By Kathryn S. Head  

emerged and adjustable rate mortgages – loans that offered a
rate for a certain number of years, before resetting to a new rate
– became very popular. Some banks eased their lending stan-
dards, allowing borrowers to obtain mortgages with little or no
financial paperwork. Amid this heady environment, many
homebuyers with questionable credit histories were able to
secure so-called subprime mortgages. With the value of homes
soaring 53% between 1997 and 2004, some felt that the U.S.
was in the midst of a housing bubble, similar to the dotcom
bubble of the late 1990s. 

Troubles Spread
Starting in early 2007, as many subprime mortgages reset to
substantially higher rates, some borrowers were unable to make
their payments. This triggered a surge in foreclosures. Many
subprime lenders suffered significant losses, and several went out
of business. In the fourth quarter of 2007, foreclosures jumped to
their highest level since the Mortgage Bankers Association started
tracking them in 1972.

The turmoil was felt throughout the financial markets, starting
with securities that were backed by subprime mortgages. The
damage spread to other sectors of the bond market, as the
money markets seized up due to decreased liquidity, and high
yield bonds were shunned as too risky. 

(continued on page 3)
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Important Notice Regarding the Delivery
of Shareholder Documents

It is the policy of First Investors mutual funds to mail
only one copy of a prospectus, annual report, semi-
annual report or proxy statement to shareholders who
reside at the same address. Most shareholders appreci-
ate this policy, since it saves the funds and sharehold-
ers money and reduces the volume of mail that share-
holders receive. You may revoke your consent to this
policy at any time by calling us at 800-423-
4026 or writing to First Investors Corporation,
Raritan Plaza 1, PO Box 7837, Edison, NJ 08818-
7837, and directing us to stop “householding” these
documents. You will begin receiving your own copies
within 30 days. 

The Financial Industry Regulatory Authority
(FINRA), has created the Public Disclosure Program
to help investors select individual brokers or securities
firms by providing information regarding the discipli-
nary history of FINRA member firms and their bro-
kers. To request such information—or to receive a free
brochure that includes information about the pro-
gram—call 800-289-9999 or access the FINRA
website at www.finra.org.

First Investors offers brokerage services. It is not an
investment adviser. Although First Investors does offer
investment advice to its clients, such advice is solely
incidental to its recommendations to clients of specific
securities in its capacity as a broker-dealer. We do not
receive any compensation for our advice other than the
commissions we earn on the sale of mutual funds and
other securities. There are differences between broker-
dealers and investment advisers, and as a consequence,
the customer’s rights and the firm’s duties and obliga-
tions to the customer, including the scope of the firm’s
fiduciary obligations, may differ.

Material contained in this publication should not be
considered as tax or legal advice. Articles are intended
to be accurate, but First Investors Corporation does not
assume liability for loss or damage as a result of
reliance on these data. Address all correspondence to:
Editor, First Investors Insights, First Investors
Corporation, 110 Wall Street, New York, NY
10005-3830.

Visit www.firstinvestors.com.
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Trying to pick the winners of ‘08?  Don’t Bother.

Why Discipline 
Beats Guesswork

AA  BBuummppyy  RRiiddee  IInn  ‘‘0077
The financial markets’ topsy-turvy year
in 2007 showed us how unpredictable
the markets can be, as most trends from
the prior year reversed course. Small-cap
stocks had outpaced their larger
brethren in 2006, but posted negative
returns in 2007, as investors sought the
relative safety of larger stocks. Growth
stocks walloped value stocks in 2007,
with the Russell
3000 Growth Index
thrashing the Russell
3000 Value Index
11.4% to –1.0%.
This marked the first
time since 1999 that
growth topped
value. With such
uncertainty plaguing
the markets, the
U.S. Treasury sector
easily provided the
best performance
among bond sectors, returning more
than 9%. This contrasts with 2006,
when risk was rewarded and the high
yield bond sector led the bond pack.

LLooookkiinngg  BBaacckkwwaarrdd  
Some investors study past data and
attempt to make an educated guess
about where the best performance will
be in the future.  Making assumptions
about the future based on information
from the past is fraught with problems,

primarily because it leaves out a very
powerful factor – unexpected future
events. For example, events like 9/11
and Hurricane Katrina wreaked havoc
on various areas of the financial markets,
and none of these events could have
been foreseen in a forecaster’s crystal
ball. While last summer’s subprime crisis
has roiled the markets, very few profes-
sional investors saw it coming. As we

say in our client
materials, “Past per-
formance is no guar-
antee of the future.”
Sage words to live by.   

TThhee  PPoowweerr  
ooff  DDiisscciipplliinnee
Having discipline is
far more important to
success than predict-
ing the best perform-
ing asset class or sec-
tor. For long-term

investors who are many years away from
needing their invested dollars, what hap-
pens in the markets in the days and
weeks ahead isn’t of great importance. If
you have an appropriate mix of asset
classes (i.e., stock, bond and money
market funds), a healthy “mix within the
mix,” and a long-term investment hori-
zon, the best approach is to stick with
the program, regardless of what happens
in the short term. Disciplined investors
who stay the course are often rewarded

We have two classes
of forecasters: Those
who don’t know and
those who don’t know
they don’t know.
— John Kenneth Galbraith, 

economist    

“

”

At the start of every year, the media is full of “financial experts” making predic-

tions about what lies ahead for the markets. “Bonds will fall,” some might say,

while others claim that, “Small-cap stocks will have a strong showing.” While we

appreciate the opinions of others, we respectfully feel that prognostications

about the near term have little or no value. All of us at First Investors believe

that clients are best served by ignoring the day-to-day gyrations of the market-

place, and instead focusing on their long-term goals. In the long run, investing

discipline always trumps attempting to guess the movement of the markets.
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Deciding to apply for life insurance is the first step in safeguarding your family’s future.

Before being issued a policy, you will first have to qualify for life insurance. You’ll be

reassured to know that the vast majority of applicants are approved for coverage. 

Life insurance companies need to evaluate your medical history, lifestyle and pres-
ent health condition. This process begins by answering a few questions on the application regarding your medical and
non-medical history. Depending on your age and the amount of insurance you are applying for, you may be asked to
undergo a brief medical examination. 

A doctor or a nurse from an independent “paramedical” company performs this medical exam, and the insurance compa-
ny pays for it. The medical professional will contact you to schedule an appointment that is convenient for you. You
may choose to take this exam in your home, office or at the paramedical firm’s office. This exam is similar to an annual
checkup that your family doctor would conduct, and will include taking your medical history, height, weight and blood
pressure readings. The results of the exam and any required tests are sent to the life insurance company’s home office
where professional underwriters review them. All results are kept strictly confidential.

Subprime Situation (continued from cover)
Stocks were hurt as well. Certain sectors, like home builders, banks and financial
services firms, were directly impacted by the unraveling of the subprime market.
Other sectors suffered collateral damage, as banks raised their rates and their
lending standards, and businesses found it increasingly difficult to secure capital.
Investors avoided risk, which hurt small-cap stocks in particular.   

The Response 
Amid this unrest, the Federal Reserve cut its federal funds target rate three
times in 2007 and three times so far in 2008, for a total of 300 basis points. 
In December, the Bush administration proposed its plan to aid some subprime
borrowers. The plan was met with mixed reaction. In early 2008, lawmakers
crafted a “stimulus package” intended to head off recession. Whether the 
package is effective remains to be seen.

What’s Your Next Move?
Some investors have wondered what the right moves are in this tumultuous envi-
ronment. Here’s some commonsense advice:

Don’t get swept up in the moment—Reacting to short-term, highly
charged situations can lead to bad decisions. Good investment choices are based on
sound, long-term thinking, not rash judgments. (Please see related article, “Why Discipline
Beats Guesswork.”)

Make sure you’re properly diversified—You’ll want to be sure that
your asset allocation – your mix of stock, bond and money market funds – is aligned
with your goals, time horizon and risk profile.

Speak with your representative—In challenging 
market environments, you can always turn to your representative for profes-
sional advice and guidance. 
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1-Year  . . . . . . . . . . . . 72%

5-Year  . . . . . . . . . . . . 87%

10-Year  . . . . . . . . . . . . 97%

15-Year  . . . . . . . . . . . . 100%

20-Year  . . . . . . . . . . . . 100%

LLaarrggee  CCoommppaannyy  SSttoocckkss::  11992266  --  22000077

Rolling Holding 
Periods

Percentage of
Positive Periods

for their patience and fortitude. As the table
below shows, investors in the stocks of large
companies have been well served by holding
steady. Those investors with the courage to hold
onto large-cap stocks for 15 or 20 years were
rewarded with positive results in every rolling
period over the past 82 years. 

YYoouurr  NNeexxtt  MMoovvee……
It’s best to tune out the noise of competing 
forecasters and stay focused on the time-tested
themes of disciplined investing – a long-term
approach, asset allocation and systematic invest-
ing. With so much uncertainty about the direc-
tion the markets will take in 2008, it’s prudent to
stay in contact with your representative. Together,
you can review your current portfolio and discuss
any issues or concerns you might have.  

SSoouurrccee::  ©©22000088  MMoorrnniinnggssttaarr..  AAllll  rriigghhttss  rreesseerrvveedd..  UUsseedd  wwiitthh  ppeerrmmiissssiioonn..

Getting Ready To Apply
For Life Insurance
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Ready, Set,
Retire?
Many individuals still believe that they’ll receive full Social
Security benefits when they reach age 65. Unfortunately,
unless you were born before 1938, that’s not the case. The
age at which you may claim full benefits depends on your
year of birth, as shown in the table below. Of course, you
can choose to begin your benefits before or after your full
retirement age. Choosing when to receive your Social
Security benefits is an important decision that will have an
impact on the amount of money you’ll receive each
month. Here are three scenarios:

Full Retirement Age
If you were born in 1937 or earlier, you were eligible for
your full Social Security benefit on your 65th birthday. If
you were born after 1937, your full retirement age will
be between age 65 and two months and age 67,
depending on your year of birth.

Early Retirement Age
If you prefer, you may start receiving benefits as
early as age 62. If you choose to start your benefits
early, the monthly amount you receive will be
reduced permanently by almost seven percent for
each year you start before your full retirement age. 

Delayed Retirement Age
If you have a substantial personal nest egg or are still
working, you may want to consider delaying Social
Security benefits beyond your full retirement age. Doing
so will increase your benefit by about seven percent or
more for each year you wait. The increase will be added
in automatically from the time you reach full retirement
age until you start taking benefits or reach age 70,
whichever comes first. Also, each additional year that
you work could boost the amount that you receive in
retirement. 

The Simple Way 
To Get More Out of Your
Retirement Program
These days, everyone is looking to get an edge on retirement savings.
With questions swirling regarding the future of Social Security, and the
disappearance of the corporate pension plan, individuals must take con-
trol of their retirement savings. There’s one very simple – but often over-
looked – way to increase your chances of fulfilling your retirement
dreams: put more money into your retirement plans. 

For investors age 49 and younger, the maximum amount you may con-
tribute to an employer-sponsored plan like a 403(b), 401(k) or 457 in
2008 is $15,500. For IRAs, this year you can contribute up to $5,000. For
investors over age 50, there’s good news. A “catch up” provision allows
you to add an extra $1,000 to the IRA general maximum and $5,000 to
the employer-sponsored plan general limit.   

Most experts suggest maxing out your retirement plans, if possible. However,
just a small increase in your contributions can make a big difference. If you
can add just $25 a week to your IRA, that will boost your contributions by
$1,300 each year. A good rule of thumb is to increase your contributions to
your employer-sponsored plan as your salary increases. And because your
contributions to employer-sponsored plans are made on a pre-tax basis, the
impact on your take-home pay will be lessened. Over the long term, these
small changes may help you reach your retirement goals. 

For 401(k)s, 403(b)s and 457s, automated payroll deductions make the
investment process convenient. For IRAs, our Money Line program enables
you to have contributions automatically transferred from your bank
account. To increase your contributions to your retirement plans, please
contact your  representative.

Annual Contribution Maximums

Year IRAs 401(k), 403(b), 457 Plans

Age 49 Age 50 Age 49 Age 50
& Under & Over & Under & Over

2008 $5,000 $6,000 $15,500 $20,500

When Will You Receive 
Full Social Security Benefits?

Year of Birth ....Full Retirement Age
1937 or earlier....65

1938 ..........65 and two months
1939 ..........65 and four months
1940 ..........65 and six months
1941 ..........65 and eight months
1942 ..........65 and ten months

1943-1954 ......66
1955 ..........66 and two months
1956 ..........66 and four months
1957 ..........66 and six months
1958 ..........66 and eight months
1959 ..........66 and ten months

1960 or later ....67

Regardless of when you’ll get
your Social Security benefits,
they will only replace a portion of
your pre-retirement income.
That’s why it’s essential to build
your own retirement fund. Your
representative can show you how
to get started. 
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