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Understanding
mutual funds
In devising an investment strategy, would you put all of your money into
one or two stocks and hope for the best? If you’re like most people, the
answer is “probably not.” It would be more prudent to “diversify” your assets
over a variety of stocks, so that your financial situation didn’t depend on the
performance of any one investment. Of course, diversification does not offer
protection against overall market trends that generally affect stocks or bonds.
However, it does protect against poor performance of a single stock or bond.
Mutual funds are a good way to diversify your assets.

Investing in mutual
funds is one of the
best ways to tap into
the growth potential
of the stock and bond
markets.

What is a mutual fund?

Equity funds

A mutual fund is a collection of stocks,
bonds or other securities owned by a
group of investors and managed by
one or more professional portfolio
managers. Investing in mutual funds
is one of the best ways to tap into the
growth potential of the stock and bond
markets. But with thousands of mutual
funds to choose from, finding the
funds that best suit your needs can be
a tricky business. But, it doesn’t have to
be impossible. In fact, understanding
mutual funds is easier than you might
imagine. In general, mutual funds fall
into three main categories: equity, bond
and money market.

Equity funds invest primarily in stocks.
However, their portfolios differ
depending on each fund’s investment
objective. Some funds, for example,
invest in well-established companies.
Others invest in a particular industry or
sector of the economy, such as health
care or finance. The primary benefit of
investing in equity funds is the potential
for capital appreciation over the
long term. In return for this potential,
investors must be willing to accept the
risk of greater interim fluctuations in
value.
Equity funds can be further subdivided
based on market capitalization, or total
market value, of the stocks they hold.
Companies above a certain marketcap threshold are considered “large
cap,” companies below a marketcap threshold are “small cap,” and
everything else in the middle is “mid
cap.” These “market caps” are flexible
and can change according to market
conditions.
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Bond funds

Money market funds

Bond funds invest in government,
municipal or corporate debt securities,
and are similar to bonds in that they
provide regular income. The advantage
of bond funds is that you can invest a
much smaller amount of money than
you would need to buy an individual
bond on your own. And like all mutual
funds, bond funds offer diversification
and professional management. Bond
funds come in two varieties— taxable
and tax-exempt. Dividends earned on
corporate and U.S. government bond
funds are subject to federal taxes, while
municipal bond fund earnings are
exempt from federal income taxes—and
often state and local income taxes for
investors living in the state issuing the
underlying bonds.

Money market funds provide low risk
and high stability. They invest in shortterm debt securities of U.S. government
agencies, banks and corporations.
While money market funds do not seek
capital appreciation, they do attempt to
maintain a constant share price—only
the yield fluctuates. Also, most money
market funds let investors write checks
against their accounts. Like bond funds,
money market funds fall into

There are two basic types of risk
associated with bond funds–credit risk
and interest rate risk. Credit risk refers to
the possibility that a bond’s issuer may
not be able to pay interest payments
or principal when due. Interest rate
risk is the fact that as interest rates rise,
the value of bonds decline. Finally,
unlike an investment directly in a bond
which, if held to maturity, will return
the full amount of its principal in the
absence of a default, an investment
in a bond fund upon redemption may
return more or less than the original
investment depending upon interest
rate fluctuations and defaults, if any, and
their effects on the bond fund portfolio.

the taxable and tax-exempt categories.
Taxable funds buy the best yielding
short-term corporate or government
issues available, while tax-exempt funds
are limited to buying primarily municipal
debt.
Money market funds are among the
most conservative investment vehicles
available, offering relative stability of
principal, liquidity and a return that is
generally higher than that available
on most bank savings and checking
accounts. It is important to remember
that an investment in a money market
fund is not insured or guaranteed by the
Federal Deposit Insurance Corporation
(FDIC) or any other government agency.
And, although these funds seek to
preserve the value of your investment at
$1.00 per share, there is no guarantee
that they will do so.

Benefit from our experience
Foresters Financial Services, Inc. provides
everyday families and individuals with
financial solutions, guidance and tools,
to meet their needs across all life stages.
Our Financial Representatives offer
personalized service combined with a
solid, long-term approach and fresh
thinking to help you:
• Save and invest for retirement,
education and other life events
• Create retirement income strategies
• Protect the ones you love
• Plan your legacy
Together, we can help you achieve
financial and family well-being—now and
tomorrow, this generation and the next.
Neither Foresters Financial 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.

The information contained herein is not intended as a recommendation of a specific security or investment
strategy. Rather, it is intended to be general and informational in nature. Speak with your Representative to
discuss your specific situation and financial goals.
All securities, life insurance and annuity products are offered through Foresters Financial Services, Inc.
Insurance products are issued by Foresters Life Insurance and Annuity Company, New York or
The Independent Order of Foresters. All guarantees, annuity payments and policy provisions are subject
to the financial strength and claims-paying ability of the issuing company.
For more information about First Investors mutual funds from Foresters Financial Services, Inc. you may
obtain a free prospectus or summary prospectus by contacting your Representative, writing to the address
below, calling 800 423 4026 or visiting our website at forestersfinancial.com. You should consider the
investment objectives, risks, charges and expenses of the funds carefully before investing. The prospectus
and summary prospectus contain this and other information about the funds, and should be read carefully
before you invest or send money. An investment in these funds is not a bank deposit and is not insured or
guaranteed by the Federal Deposit Insurance Corporation (FDIC) or any other government agency.
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Foresters Financial™ and Foresters™ are the trade names and trademarks of The Independent Order of
Foresters (a fraternal benefit society, 789 Don Mills Road, Toronto, Canada M3C 1T9) and its subsidiaries,
including Foresters Financial Services, Inc.

