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Undercover Story....REITs

he three golden fules of real estate:

“location, location, location.” One new
Iocation for investors to examine is
exchange-traded REITs.

Real estate investment trusts ("REITs™)
represent the securitization of real estate
assets and offer a liguid manner in which to
invest in real estate. They are considered a
sub=category of securities listed in the
Financial Sector. REITS act as operating
companies that purchase, manage,
maintain, and market real estate. Divided
like the seven happy drafis by name and
stature, the real estate investment industry
has seven sub-industries:
Diversified REITs, Industrial
REITs, Mortgage REITs,
Office REITs, Residential
REITs, Retail REITs and
Specialized REITS,

REITs are not all ereated

physically approximates bricks-and-mortar
ownership. But unlike brick-and-maortar,
REITS trade publicly as securities on the
world equity exchanges. Thus, investors
have near instant liguidity and access to real
estate worldwide, including North America,
Europe, Asia and Latin America, rather than
jiest in their local market.

Why are REITs good for vou and vour
purse? REITs complement one’s direct real
estate investments, and diversify one's
stock and bond assets, REITs have low
correlations with both stocks and bonds

Historical data show that in a 5-vear

Table 1: Growth of global REIT
market capitalization: 1989-2005
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Undercover Story....REITs

(eontinued from page 1)

correlation with the S&P 500, the
S&P/Citigroup Global REIT is 0.283

(See Table 2: Returns and correlations for
L1.S. real estate). REITs have also typieally
had lower volatility than the broad equity
markets. REITs are a viable, distinet
alternative asset class that contributes to the
diversification, improvement, and balance of
risk/return profiles for your portfolio.

REITs are also a hedge against inflation
over time , since rent and real estate cash
flows increase with inflation and property
values. Rental increases, in the case of
REITs, convert into increasing dividends or
dividend streams, which also help counter-
balance inflation increases.

REITs have demonstrated strong
cumulative performanee. The five year
average annualized return of the Cohen &
Steers Realty Majors Index iShare is 21.96%.
The five vear average annualized return of
the Dow Jones U.5, Real Estate Index iShare
is 19.40%. The five year average annualized
return of the 5&P 500 iShare is 2.27%.

REITs were ereated in 1960 with the
legislative creation of real estate investment
trusts. The rapid expansion of REITs came
in 1991 with the $125 million initial public
offering of KIMCO and in 1992 with the
umbrella partnership Taubman Center
UPREIT. Private and public real estate
investment universes have experienced
healthy growth in the last five vears and
extroordinary growth sinee Taubman. From
1971 to date over 250 billion dollars has
been invested in equity REITs and over 150
REIT securities trade daily (See Table 1:
Growth of global REIT market capitalization).
The size of private world real estate markets
{which is where REITS ultimately originate)
at the end of 2004 was over $6.6 trillion.
Opportunities for REIT investing, especially
exchange traded REITs, will continue to
expand as the world's trillions in real estate
become available to the wise and ready
REIT investor. When vou're confronted with
the golden rule of location, location,
location,” examine the benefits of exchange-
traded REITs. @

ETF Showcase

Cohen & Steers

Realty Majors ETF

Symbal: ICF

Purpose: The Barclays Global
Investors {“BG17) iShares Cohen &
Steers Realty Majors Index Fund
seeks investment results that
correspond generally to the price
and yield performance, before fees
and expenses, of large, actively
traded 1.5, real estate investment
trusts, as represented by the Cohen
& Steers Realty Majors Index.
Number of REIT securities: 31
Top five holdings: Simon Property
Group, Equity Office Properties,
YVornado Realty Trust, Equity
Residential, Prologis.

Beta (vs. SEP 500): .24
Standard Deviation: 14.96%
Market Breakdown: 77% large cap,
o9% mid cap

Five year average annualized %
return as of 2/28/06: 21.96%

Dow Jones
U.S. Real Estate ETF

Symbaol: IYR

Purpose: The BGI iShares U.S.
Real Estate Index Fund seeks
investment results that correspond
generally to the price and vield
performance, before fees and
expenses, to the performance of the
real estate sector of the 1.5, equity
market, as represented by the Dow
Jones 1.8, Real Estate Index.
Number of REIT securities: 88
Top five holdings: Simon Property
Group, Equity Office Properties,
Equity Residential, Prologis, Vornudo
Realty Trust.

Beta (vs. S&P 500): .34
Standard Deviation: 14.30%
Market Breakdown: 14% large cap,
56% mid cap, 20% small cap

Five year average annualized %
return as of 2/28/ob: 19.40%

StreetTRACKS WR REIT ETF

S}'mhul: RWR

Purpose: The Street TRACKS Dow
Jones Wilshire REIT seeks
investment results that correspond
generally to the price and yield
performance, before fees and
expenses, to the performance of the
real estate sector of the U.S. equity
market, as represented by Wilshire
REIT Index.

Number of REIT securities: o4
Top five holdings: Simon Property
Group, Equity Office Properties,
Prologis, Equity Residential,
Vornado.

Beta (vs, SEP 500): .76
Standard deviation: 15.66%
Market Breakdown: NA
Three year average annualized
% return as of 2/28/01: 31.32%

Vanguard REIT Vipers ETF

Symbaol: VNQ

Purpose: The Vanguard REIT
Viper seeks investment results that
correspond generally to the price
and yield performance before fees
and expenses, to the performance of
the real estate sector of the U.S,
equity market, as represented by
Morgan Stanley's REIT Index.

Number of REIT securities: 100
Top five holdings: Simon Property
Group, Equity Office Properties,
Prologis, Equity Residential, General
Growth Properties.

Beta: (vs. S&P 500): NA

Market Breakdown: NA

One year average annualized %
return as of 2/28/06: 31.21%



ETF Benchmark Portfolios
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ETF Value Portfolio 13.80 14.84 73.20 1,000,000.00 1,731,950.57
ETF Growth Portfolio 9.32 12.93 46.06 1,000,000.00 1,460,646.11
ETF REIT Portfolio 23.83 15.02 152.47 1,000,000.00 2,524,707.02
ST 11.61 12.56 59.49 1,000,000.00 1,594,901.67
ETF Asia Portfolio 22,57 14.39 137.49 1,000,000.00 2,374,855.66
ETF Europe Portfolio 15.26 16.89 82.98 1,000,000.00 1,829,774.67
Sl 29.90 20.53 203.96 1,000,000.00 3,039,620.51
S e 28.96 18.36 194.78 1,000,000.00 2,947,761.47
ETF Top Fifteen 27.83 15.73 183.94 1,000,000.00 2,839,397.40
S&P 500 4.60 13.19 21.08 1,000,000.00 1,210,769.92

MSCI 13.33 14.19 70.18 1,000,000.00 1,701,779.88

The ETF Benchmank Portfofics me created and maintined by Harmory Asss! Managament LLC. These banchmarks an for flusirative purpases oaly and da nof represent scius

porfolio performancs; The Banchmark Portfolios parformances da nol ialec any management lees, transaction costs or expenses. Past perlormance does not
Irvarsiors should coredully consader rvestment cjectnes, nsk facioes ard changes and expenses bafone investing in any secunty and should atways corrsult ¢

guaranise future resulls

prior b masing army dacision. The mader assumss. tull responsibility n desenm ning Eha sudabdity and filness of each Banchmark 1o one's crumslances and Tk I

veritman professional

Each Harmony benchmark s eresaled using ETFs germane io the given partiolio cabegory. Vialue and growth portiolios ane crealed e valise of growth ETFs that ane blends of large
mid and small caps, and nismational securlies. The Harmaony Top Fiftean ETF is constructed wsing the lop feen periorming ETF since 1173101, aqually wiightied and rebalanced sact
YO On o sof diala

Hamany Assel Managoments ETF NEWS disciaims ol wamanties, express o implied, stalutory or otherwiss with respoct (o the content of ETF NEWS o the ETF Banchmark Portfolos
ndhuding, wibhout kenitadion, all warrardies. or masrchantabality, Mnets Iof & particular puinposs ol uEs, ACCURACY, COmpletanass exiganality and of non-airingemant In no even! shal
Hamony Asset Management have any kabiity for any claims, damages, oblgation, liablities or losses reiating to the consert of ETF NEWS or the Benchmark Porticios. without
limsEation, or amy Kabilty for any dieect, indinect, special, incidental, punitive and or conssquential damages, including loss of profits or principal

Table 2: Returns and Correlations for US Real Estate

1978 - 2005 Mean Std dev
Nominal (%) Real (%) MNominal (%) CPi

4.2 = 3.1 1.00
87 45 76  (0.27)

Correlations

Bonds Intl  Lg.stocks Sm.stocks  RETs RE

CPI

Bonds 1.00

International 12.1 79 219 (0.05) 0.01 1.00
Lg. stocks 13.1 89 156 0.01 025 052 1.00
Sm. stocks 161 118 19.6 020 001 032 059 1.00

REITs 14.7
Real estate (RE) 9.9

10.5
5.7

14.6
6.4

0.11
0.46

0.15
(0.26)

0.31
0.07

0.17
0.18

0.67
0.02

1.00

005 1.00

Soirce; LUBS Giobal Assal Manafeited! Réal Estale Rasasrch based on data oblained rom the Lefham Aggregate Bond index, EAFE intemational Stock Indax. SAP 500 Stock Index
Small Ssock Index, NCREFF Property index as of 31 Decembar 2005. Means ane annualized retiams consistent with methodoiogy wsed by NCREIF and are a5 of 31 Decamber
2005, Standard Derviafion and Cormeladions ane based on Decamber anding snnua natuns
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Tomorrow's
Forecast

In 2000, the ETF marketplace had less than 100 billion dollars in
assets. Az of 12/91/05 the ETF marketplace has grown to over 300
billion dollars in assets. Barelays Global Investors (BGI) has over
57% of the entire ETF global market as represented by iShares.

& We expect that BGI will continue to dominate the ETF
marketplace becanse of BGI's intellectual capital and the inherent
efficiency of the BGI iShares,

# Our forecast for the ETF marketplace is 1 trillion dollars by
2010, and a proliferation of ETFs representing international and
emerging markets and numerous industry sectors and sub-sectors.
® ETFs will, in the foreseeable future, dominate the mutual fund
landscape. The mutual fund industry will succumb to the ETF
industry, the latter will boom in assets under management, and
diversification options for style, sector, country and regions.
Perhaps Nancy Sinatra was singing about ETFs and mutual funds
when she sang, “these boats were made for walking, and that's
just what theyll do, one of these days these boots are gonna walk
all over you.”

# ETFs are one of the singular and standout inventions in the
history of Wall Street Exchanges. ETFs will become a major tool
of diversification for investment advisors, ®

Harmony Wisdom
Wordly Thoughts

Love others as you love yourself. Love overshadows money and
all things physical. Listening to others is the ultimate demonstration
of love and respect. Those who focus the most on 'T', are remembered
the least over time,

World history remembers those who impact others - whether for
good or for bad - those who are other-centered, those who listen, and
those who give more than they receive, “Love is the act of being
other-centered: the act of listening to others and the act of giving,” @

Index Nutrition Facts

ETF's are healthy for mind, body and your portfolio. One
serving of REIT ETF's fortifies six nutritious ways:

REIT ETF's are tax efficient: the Dow Jones IYR and
Cohen & Steers ICF paid zero short term and long term
capital gains taxes in 2005.

REIT ETF's are a low cost way of diversifying vour
portfolio into real estate. TYR and ICF have expense
ratios of .60% and .35% respectively.

REIT ETF's are completely transparent by design and
construction: you know exactly what individual REITs
vou own by security, sub-industry and geographic location.
REIT ETF's have generally outperformed, after fees and
taxes, active mutual fund REIT portfolios.

REIT ETF's have significant trading flexibility: vou own
the respective REIT market in one single transaction,
vou can buy and sell throughout the trading day, you can
place stop and limit orders, margin orders: there is no
minimum or maximum trade,

REIT ETF's are the fastest growing investment vehicle
in the REIT funds marketplace; this growth is a sign of
market interest and demand. @

Word Puzzle

There are exchange traded funds for most US indexes. Below
are three large cap indexes. Can you put them in order, from
largest market cap to lowest?

Russell 3000

Dow Jones Total Market  S&P 1500
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