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There’s no mystery to providing for a comfortable retirement—it begins with careful
preparation. And the sooner you begin, the better. This is particularly true when one considers
realities such as inflation, taxes and potential cuts in Social Security benefits. To deal with these
issues, many investors are making annuities a part of their retirement strategy. To develop a better
understanding of annuities and how they work, it’s necessary to begin with the basics.

What is an Annuity?

An annuity is 4 contract issued by an insurance
company that guarantees a steady stream of pay-
ments at some point in the future. Traditionally,
annuities safeguard against the risk of an investor
outliving his or her assets by providing periodic

time. Consequently, the return on a variable an-
nuity is a direct reflection of the investment per-
formance of the subaccounts. The choice of a
fixed or variable annuity usually depends on the
contractowner’s specific needs and goals, as well

income payments that can asrisk tolerance.

be guaranteed for life. € €

When used judiciously, as . Single Payment vs.

long-term investment ve- --many investors Flexibl t

hicles that grow tax-de- are making € Paymen

ferred, annuities can be a e Annuities

powerfulfinancialproduct. ~ ANMuUIties a part , .

Tn takine a closer ook at . . Assingle payment annuity is
8 of their retirement  purchased with a single

annuities, it is useful to

breaktheminto categories,  planmning strategy.”

comparing and contrast-
ing the different types.

Immediate vs.
Deferred Annuities

Animmediate annuity is purchased with a single
payment and is designed to generate an imme-
diate stream of income. Payments to the annu-
itant typically begin within sixty days after the
contract has been annuitized (converted into
income). A deferred annuity, on the other hand,
is characterized by an accumulation period.
The contractowner funds a deferred annuity
by making periodic premium payments or by
making a single, lump-sum payment. The as-
sets accumulate tax-deferred and payments are
put off until a later date, at which time the
contractowner may select a payout option.

Fixed vs. Variable Annuities

Annuities that offer a guaranteed rate of
return for a set period of time are called fixed
annuities. This rate is determined and guaran-
teed by the life insurance company that issues
the contract. In a variable annuity, you are of-
fered investment choices through a selection of
“subaccounts’” whose values will fluctuate over

lump-sum payment at the
inception of the contract.
This means that the fund-
ing of this annuity is
achieved with one payment. Conversely, flex-
ible payment annuities are purchased with
periodic payments, payable on a flexible
schedule.

The Benefits of Diversification

Although variable annuities are different from
mutual funds, they are similar in that your money
is pooled with that of other variable annuity and
variable life insurance owners with similar ob-
jectives and is invested in professionally man-
aged portfolios. Most variable annuities allow
you to choose among portfolios of stocks, bonds
and money market instruments. This affords
you the advantage of greater diversification. In
addition, you may adjust your allocations among
the available subaccounts to rebalance for your
risk tolerance and circumstances without in-
curring a current tax liability. In turn, diversifi-
cation helps minimize your investment risk by
reducing the extent to which you are affected by
adecline in any one portfolio. Of course, diver-
sification does not protect against overall mar-
ket trends that generally affect stocks or bonds.



The Tax-Deferred Advantage

One of the primary advantages of annuities is that they are tax-deferred, which means that you pay no
current income taxes on the gains your annuity earns until you withdraw your money. Due to the power
of compounding, the value of a tax-deferred annuity will potentially grow faster than a taxable
investment earning the same return. Because the government established the rules for tax deferral in an
effort to encourage Americans to save for retirement, withdrawals made before age 59'/> may be subject
to 2 10% federal tax penalty on the amount of earnings withdrawn, in addition to any income taxes due on
that amount. The following chart shows the general advantage of tax deferral:

Hypothetical Example—The Power of Tax Deferral

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
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The hypothetical assumes a net investment of $40,000 and a constant annual growth rate of 8% compounded
monthly. It assumes that an effective federal income tax rate of 28% applies. In the case of the taxable investment,
it is assumed that taxes are paid on gains as earned each year. In the case of the tax-deferred investment, it is
assumed that no taxes are paid until the investment is liquidated at which time the taxes are paid on the entire
amount of the gain at an effective rate of 28%. No reference to any specific product is intended. This illustration
does not reflect mortality and expense charges, sales charges and other administrative fees typically found with
annuities. This example is hypothetical and does not represent an investment in or performance of any First
Investors Life annuities.

The Guaranteed Death Benefit

The death benefit guarantees that your benefi-
ciary will never receive less than the amount you
contribute to your contract (less any withdraw-
als you make) even if the balance declines be-
cause of market fluctuations. Any assets remain-
ing in your annuity (minus withdrawals and fees)
can be passed on directly to your named benefi-
ciaries without the cost and delays of probate.

Talk to a First Investors
Financial Services Representative

When you decide the time is right for you to start
thinking about your retirement options, be sure
to talk to a First Investors Financial Services
Representative. He or she can go over your cir-
cumstances to help determine if an annuity is
right for you. Even if you have established a re-
tirement strategy, an annuity is an excellent
method to supplement that strategy, and, you'll
want to review it annually with your representa-
tive to make sure that it’s in keeping with your
time horizon and retirement goals.

Financial Services With A Personal Touch

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 (FDIC) or any other
government agency.

think

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—helping 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

First

First Investors Corporation

ourselves on delivering financial services with a “personal touch.” Your First Investors Financial 110 Wall Street
Services Representative is a licensed professional who will take the time to learn about your current New York, NY 10005
[financial situation and future goals in order to assist you with your financial needs. www.firstinvestors.com
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