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In the new investment approach adopted by pension funds and mutual funds known as
130 / 30 investing, portfolio managers seek to add to total portfolio return by hedging a
portion of their long positions with short positions in contrasting securities. 

130%  long
(30%)  short

100%  net equity

Extension of long positions to 130% of portfolio equity, offset by (30%) net short
positions, maximizes return, assuming stock selection adequately reflects strong
fundamental research.

Independent research has a key role to play in 130 / 30 investment strategies. Providing
industry themes and stock choices to support both long and short positions,
independent research steps outside traditional Wall St. research in taking an unbiased
look at the full range of portfolio options. 
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Atlantis Investment Co. combines 3 research services that together provide incremental
value for portfolio managers in beating the indexes:

Atlantis Research Service                   “Growth stocks LONG and SHORT”
published since 1986

REIT Growth and Income Monitor       Comprehensive coverage of more than
 1 30 REITs providing income 
 and long / short opportunities

published since 1997

130 30 Fundamentals Combining the “Best of the Best”:
analysis of growth sectors for
long/short combinations
coupled with REITs for income
to deliver differentiated performance
vs target indexes
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Recommended strategies:

1)  Add income to the portfolio

monitor top 50 Yields in S&P 500 Index
contrast REITs vs Banks, Utilities and other high yield groups

2)  Use industry themes to target over weightings

selection of target industries based on fundamentals
focus on multi-year trends

3)  Combination positions - long / short contrasts

selection of stocks based on fundamental contrasts
use of non-S&P 500 stocks  long/short

large cap Russell index stocks
NASDAQ stocks
selected ADRs
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Use REITs to Add Income 

Adding income to the portfolio through positions in dividend paying securities increases return on the long
portion of the portfolio. Acting as a hedge against down markets, dividend portion of the total return
calculation is less volatile than stock price action, supporting superior returns.

Low yield on the S&P 500 index provides an easy target to beat with judicious selection among S&P 500
dividend paying stocks. In particular, the 14 REITs in the S&P 500 Index provide relatively high yields for
investors.

S&P 500 Index Yield 1.93% (Source: Standard & Poors)

Average Yield of all 14 REITs     4.46% (Source: REITMonitor.net)
included In S&P 500 index

It is particularly useful to note that inclusion of REITs allows 130 30 portfolio managers to report
participation in the financial sector without adding exposure to securities that own financial assets.
Although the S&P 500 Index categorizes REITs as financial stocks, the list of 14 REITs included in the
S&P 500 Index includes not a single one that actually owns financial assets.

REITs invest in portfolios of owned and managed real estate, usually specializing in properties of various
types, including shopping malls, office properties, apartment communities, warehouses, hotels and
hospitals. REIT income depends upon financial health of tenants, with traditional real estate measures of
occupancy, rental rate increases, and cash flows of far more utility than any of the measures traditionally
applied to analyze financial stocks. 

REITs with portfolios of owned and managed real estate are little impacted by fluctuations in interest rates.
Like any company, REITs are financed with a combination of equity and debt. Interest expense is a
significant expense for REITs, usually of less magnitude than operating expenses and depreciation. Many
REITs prefer fixed rate debt and find long term mortgages on owned properties easily available. 

Portfolio managers using 130 30 investment strategies will find REITs offering participation in many
sectors of domestic and international economies. Of the 14 REITs included in the S&P 500 Index, 4
invest in shopping malls, 3 invest in apartment communities, 2 invest in office properties, 2 invest in
specialty assets (including self storage facilities, timberland and saw log mills), 1 invests in hotels, 1 in
health care properties and 1 in warehouse and distribution facilities. Significant participation in the
economies of Europe and Asia is available in 2 of the S&P 500 Index REITs (ProLogis Trust and Simon
Property Group), while 2 are minority investors in European properties (Public Storage and Host Hotels &
Resorts).
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Yields of 14 REITS included in S&P 500 Index:

 

Data 03/31/2008
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Analysis of Top 50 Yields in S&P 500 Index

Portfolio managers following 130 30 strategies should be most interested in viewing the Top 50 Yields in
the S&P 500 Index analyzed by industry sector. The full list of companies included in the Top 50 Yields in
the S&P 500 Index with current yields as of  03/31/2008, sorted by industry sector, is attached to this
report, on pages 11 and 12.

S&P 500 sector weightings would show 44% of the Top 50 Yields (22 of 50 stocks) as “financial” stocks,
including REITs. For this analysis we reassigned the “financial” stocks using sector groups that make
sense based on the nature of the business, separating banks from stockbrokers, non-bank lenders and
insurance. REITs, also included by the S&P 500 Index in the “financial” category, are shown as a separate
industry group. 
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Banks vesus Utilities and REITs in Top 50 Yields of S&P 500 Index

REITs measure up well against financial stocks as dividend payors among the Top 50 Yields of the S&P
500 Index. As of the end of 1Q 2008, Banks Top 50 offer higher yields than Utilities Top 50 or REITs Top
50, reflecting underperformance of the banking sector and investor concerns over unreported credit and
liquidity issues.

 Average Yields for Top 50:

Average Yield of Banks Top 50 7.09%
Average Yield of Utilities Top 50 5.37%
Average Yield of REITs Top 50 5.82%

Data as of 03/31/2008

We note that yields for Banks Top 50 are higher as of the end of 1Q 2008 than the average annual level
over the past 5 years, reflecting the recent underperformance of bank stocks:

Average Yield of Banks Top 50 7.09%

Data as of 03/31/2008

(Average yields shown using actual dividends paid versus prior year end stock price.)
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Impact of Consistency in Calculation of Total Return

While yields are in a similar range for Banks, Utilities and REITs included in the Top 50 Yields of the S&P
500 Index, we discern a wide discrepancy in long term performance. 

Consider cumulative total return (including stock price performanance and dividends actually paid) over
the 5 year period from December 31, 2002 to December 31, 2007.

5 Year Average Cumulative Total Return

Banks Top 50   4.12%
Utilities Top 50  56.81%
REITs  Top 50 100.12%

Data as of 03/31/2008

Banks Top 50 lag both Utilities Top 50 and REITs Top 50 on a cumulative total return measure, despite
the fact that of the 14 banks included in the Top 50 Yields of the S&P 500 Index, only 2 failed to increase
the dividend in each of the last 5 years (First Horizon National and BB&T), and only 1 failed to
demonstrate positive stock price performance for the first 4 years of the 5 year time horizon (Fifth Third
Bancorp). The reason Banks Top 50 lag in total return is the price decline during 2007 was so severe,
down (38%) on average, bringing the average 5 year cumulative price change for the banks to a decline of
(15%).

In contrast, Utilities Top 50 have more consistent stock price performance, with only 1 of the 11 Utility Top
50 failing to show positive cumulative price appreciation over the 5 year time horizon. Average yield for
Utilities Top 50 exceeded average yield for Banks Top 50 during each of the 5 years, although average
yield for Utilities Top 50 is below average yield for Banks Top 50 as of 1Q 2008. However, the Utilities Top
50 are not what we would call “good dividend payors”, as 5 of the 11 Utilities included in the Top 50 Yields
of the S&P 500 Index failed to increase dividends in each of the last 5 years.

REITs Top 50 are outstanding both as dividend payors and for stock price appreciation. Of the 5 REITs
included in the Top 50 Yields of the S&P 500 Index, only 1 had a dividend decrease during the 5 year time
horizon, while 4 others provided steady dividend increases. Price decline for 2007 for REITs Top 50 was
(27%), better than the (38%) decline for Banks Top 50. REITs Top 50 demonstrated average cumulative 5
year price change of 76%.
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Current Performance of REITs vs S&P 500 Index

Discussion of the relative merits of REITs versus other investment alternatives in the S&P 500 indexes
should include a note on current performance. Through April 11, 2008, stock prices for the 14 REITs
included in the S&P 500 REIT index increased 3%, compared to a (9%) decline for the S&P 500 Index.

This 12% performance gap appears to indicate investor recognition of the relatively stable characterisitics
of REIT portfolios invested in real estate assets.  

.
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5 Year Stock Prices for Banks, Utilities and REITS Top 50 Yields
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5 Year Dividends for Banks, Utilities and REITs Top 50 Yields
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5 Year Average Yields for Banks, Utilities and REITs Top 50
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5 Year Cumulative Total Return Banks, Utilities and REITs Top 50 

Note: cumulative yields calculated using actual dividends on prior year end price
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