ATLANTIC ADVISORS, LLC
ASSET MANAGEMENT

Investing in a World of Intervention
December 08, 2008 Newsletter

On along and lonesome highway
east of Omaha

You can listen to the engine
moaning out its one lone song

You can think about the woman

or the girl you knew the night befor,
but your thoughts will soon be wandering
the way they always do

when you're riding sixteen hours
and there’s nothing much to do
and you don’t feel much like riding
you just wish the trip was through

So, here | am,

on the road again
There I am

up on the stage
And here l go
playing star again
There l go

turn the page

Bob Seger & the Silver Bullet Band-“Turn the Page”

Click here to watch the video for
“Turn The Page”

Will Turning the Page be a Silver Bullet?

| am not sure what makes people believe that
the action of turning the calendar to a new year
will act as a “magic bullet” for them. | have to
admit to having my own New Years
Resolutions over the years — typical promises
to myself to lose weight, spend more time with
family and friends, etc, etc. | don’t know
anyone that, as the ball falls in Times Square
each year, has not had a resolution to make
things better for themselves. Yet, lo and

behold, when we wake up on January 1, not
much has changed, right? The thoughts of
resolutions start to fade into the distance and
most folks revert to their ways of old. Present
company most definitely included!

When the history books are written, 2008 may
very well be remembered as, “The Year of
Intervention”. For those that have read some of
my previous pieces, | may seem a bit whiny or
frustrated, and indeed you would be correct!
Winding one’s way through this market and
economy is challenging enough without
daily/weekly interruptions and interventions
from Governmental and quasi-Governmental
authorities (the Treasury Department/Federal
Reserve), but when we introduce the constant
interventions/interruptions, we are being asked
to change our behavior as investors. Therein is
the most problematic issue for investors these
days, and what might explain the daily volatility
of truly historic proportions that we have
experienced of late.

Simply put, free markets are no longer free;
rather, they are markets that have outside
influences that seem random and deem our
heretofore disciplines moot. Rather than
whining, we must ask ourselves, how do we,
as investors on our own behalf, or those
working with other people’s money, react to
these outside influences?

Interaction versus Intervention

Let's face it, most of us are used to free
markets. In free markets, we are left alone to
sort out the good from the bad, the value from
the value traps, growth versus value, and so
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http://www.youtube.com/watch?v=yFdOSI3DS5Q

on. Forgetting for a moment that while given the near random, high level of
universities churn out loads of smart intervention.
individuals, no one has been trained how to act
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Without regard to “which side of the aisle” you
reside on, the truth of the matter is that we
must, as those entrusted with Other People’s
Money, make the right decision. To be
completely honest, we feel like we can, and in
fact, have performed admirably for our clients
when the rules are, well, THE RULES!

Please allow me to put this concept in layman’s
terms. We have all grown up with “three
strikes, you're out” rule. No matter if you were
Mickey Mantle, Ty Cobb, Lou Gehrig, Stan
Musial, or Roberto Clemente, you knew that
you had exactly 3 strikes before you were
called out. Baseball, with all of its multi-million

dollar contracts, at its core, lives by “Ball 4 and
Strike 3”.

Why is it then, that no matter how all of us in
the *“performance” business suddenly have
different rules? When | have a bad
month/quarter/year (relative or absolute) |
show my numbers. As much | would like to
hide behind the bad ones (thankfully not too
often), | show them anyway. But what if your
weakest competitor was allowed to have 5
downs or 6 strikes, as opposed to the usual 4
downs and 3 strikes? Would you feel cheated?
It would seem downright “un-American” and
unfair, would it not? Of course you would feel
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cheated because you would then believe that
you too should have an extra down or strike or
two. Talk about a poor precedent!

Why the Intervention Will End in Pain

For the better part of the past couple of years, |
was looking for 750 S&P 500 as a target, and it
is, in fact, where we went all in. As we neared
900, just a short week later, we sold, and
retrenched to GNMA's.

Since that time, a short 10 days, we have had
all sorts of new regulations and rules, so many
in fact that | cannot keep track with the
alphabet-soup that is now our economic reality.

AXP TGLP Announcement

The FDIC, was a woefully undercapitalized
enterprise that was sure to be overwhelmed
with defaults as its “troubled bank list” reached
117 names and nearly $120 billion in assets.
So what do we do? Enter the Treasury...The
Treasury basically acknowledged that fact
that the FDIC was insolvent and not up to
the task and announces the “TLGP” or
Temporary Liquidity Guarantee Program,
whereby banks, brokers and even “bank
wanna-be’s” borrow money in the 3%
range. The TLGP, funded by, yes as always,
“We the People” is suddenly backed by the
full faith and credit of the U.S. Government.
In fact, as | type this, American Express Bank
(yes they are a bank now) just filed a new deal
with a price talk in the 3% range (see below):

American Express Bank, FSB

The Federal Deposit Insurance Corporation (FDIC)

The debt is guaranteed under the Federal Deposit Insurance
Corporation's Temporary Liquidity Guarantee Program ("TLGP")
and is backed by the full faith and credit of the United

States. The details of the FDIC guarantee are provided in
the FDIC's regulations, 12 CFR Part 370, and filed at the
FDIC's website,

At the same time, on Friday you could buy 10
year senior notes (guaranteed by Amex, not
the FDIC) 600 basis points over Treasuries
and 2 year floating rate notes 800-900 basis
points over LIBOR. So the free market is
saying what it feels AXP paper is worth on its
own while other investors flock to the FDIC
backed paper. The problem as | see it is that
unless the Treasury wants to back the entire
credit market (likely turning Treasuries to junk
status. No, | am not kidding), we are simply

. The expiration

delaying the inevitable failures that are to
come. When we are losing 500,000 jobs per
month, you can let these guys get our money
at 3%, but it is not enough to stop the tide of
foreclosures and defaults. In fact, a case could
be made that once these programs run out,
and once our treasuries, which have become
one gigantic SIV (or like my friend Robert likes
to say, “the big blob in the middle of the
game”), the pain will eventually be felt.
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AXP non-FDIC trades from Friday 12/5/08 (courtesy of Trade Web)

Ticker Sec Des

12/05/08 AXP  AXP 8.150 03/19/38 3,500
12/05/08 AXP  AXP 7.00003/19/18 2,100
12/05/08 AP AXP 8.150 03/19/38 1,400
12/05/08 AXP  AXP 7.300 08/20/13 2,254
12/05/08 AXP  AXP 2.04875 10/04/10 2,500
12/05/08 AXP  AXP 2.8312505/27/10  SMM+
12/05/08 AXP  AXP 2.83125 0527110  SMM+
12/05/08 AXP  AXP 2.83125 0527110  SMM+
12/05/08 AXP  AXP 7.300 08/20/13 665
12/04/08 AXP  AXP 2.83125 05127110 5,000
12/04/08 AXP  AXP 8.150 03/19/38 2,500

4 1

Summary—How do you “Play the
Intervention Game?”

| asked a good friend of mine and former
banker how he thought a prudent investor
should invest in this market and | found his
response fascinating—"think like a
regulator,” he said. That it is the best answer |
have heard yet, and one that | have heeded.
With the short-term bailout of the automakers
this morning, and the Government having been
granted “oversight” for them, we take yet
another step closer to Socialism. Talk about
the blind leading the blind. The Government
watching over the Big 3? Surely you jest!

At any rate, the only way to get through this
environment is to never take your eye off of the
“Big Picture”, but at the same time, know that
regulators will do whatever it takes to keep the

B

540 47  552.75 UST 30yr 99.2960
498.51 §32.34 UST 10yr 924270
54118  552.74 UST 30yr 994720
516.81 531.87 UST Syr 98.0410
1M LIBOR 844970

1M LIBOR 88.1250

1M LIBOR 87.7500

1M LIBOR 87.3750

52524  542.87 UST Syr 97.3750
1M LIBOR 88.0000

551.80 UST 30yr 98.5560

3

-7 536.49

system afloat, even as hundreds of thousands
jobs are lost per month, and nearly 10 percent
in all homes in America are either in
foreclosure or have delinquent mortgages. This
is why, when we do buy stocks for our clients,
we will “rent/lease” them until we feel we reach
investable levels - levels | still believe lie in the
S&P 500 level yet another 40-50% lower.
Again, if we are wrong, we will have lost
opportunity, but not capital.

Bennet Sedacca

We would like to invite you to visit our website,
www.atlanticadvisors.com to sign up to read
past market commentary, as well as new
commentaries as they come available.
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LEGAL AND OTHER INFORMATION.  Any information, data, statements, opinions, or projections
made in this Newsletter may contain certain forward looking statements, projections and information
that are based on the beliefs of Atlantic Advisors as well as assumptions made by, and information
currently available to, Atlantic Advisors. Such statements in this Newsletter reflect the view of
Atlantic Advisors with respect to future events and are subject to certain risks, uncertainties and
assumptions (including, but not limited to, changes in general economic and business conditions,
interest rate and securities market fluctuations, competition from within and without the investment
industry, new products and services in the investment industry, changes in customer profiles, and
changes in laws and regulations applicable to Atlantic Advisors). Should one or more of these or
other risks or uncertainties materialize, or should underlying assumptions prove incorrect, actual
results may vary materially from those described in this Newsletter. ~ Furthermore, although carefully
verified, data is not guaranteed as to accuracy or completeness.  Any quotations of individuals other
than the authors or providers of this Newsletter are provided for informational purposes only and their
accuracy and veracity are not guaranteed.  The statements, opinions, and/or data expressed in this
Newsletter are subject to change without notice based on market and other conditions. This
Newsletter is based on information available as of the time it was written, provided, or communicated
and Atlantic Advisors disclaims any duty to update this Newsletter and any content, research or
information contained therein. Accordingly, neither Atlantic Advisors nor its principals or affiliates
make any representation as to the timeliness of any information in this Newsletter. ~ As a result of all
of the foregoing, inter alia, neither Atlantic Advisors nor its principals can be held responsible for
trades executed by the recipients or viewers of this Newsletter based on the statements, projections,
research, or any other information of any other kind included therein. Investments in securities
are speculative and involve a high degree of risk; you should be aware that you could lose all
or a substantial amount of your investment if you attempt to apply any of the information in
this Newsletter.

Atlantic Advisors is not registered as a securities broker-dealer either with the U.S.  Securities and
Exchange Commission or with any state securities regulatory authority or with any foreign country.
This Newsletter should not be construed by anyone as Atlantic Advisor's solicitation or offer to effect
or attempt to effect transactions in securities or the rendering of personalized investment advice (or
an offer thereof) for compensation.  This Newsletter, and any information and research contained
herein, do not represent recommendations of investment advice to buy or sell securities or any
financial instrument nor are they intended as an endorsement of any security or investment. ~ This
Newsletter is for informational purposes only and any watch list, portfolio, trading signal or
information contained in this Newsletter represents the writer's or provider's own investment
opinions, and should not be construed as personalized investment advice. Atlantic
Advisors has not assessed, verified, or guaranteed the suitability of any particular investment
to any personal situation and the reader of this Newsletter bears complete responsibility for
its own investment research and should seek personalized advice from a qualified investment
and/or tax professional prior to making any investment decisions.  Atlantic Advisors may only
transact business or render personalized advice, and offers of service can only be made, in those
states, countries, and/or international jurisdictions where Atlantic Advisors is registered or where an

exemption or exclusion from registration is available. ~ Nothing herein is an offer of any service that
is not legal for offer into any particular jurisdiction with Atlantic Advisor's current licensure (if any).

Atlantic Advisors and its respective officers, directors, employees, clients, and/or associated persons
may have positions in, and may from time to time make purchases or sales of, the securities
discussed or mentioned in this Newsletter. Furthermore, Atlantic Advisors and their respective
officers, directors, employees, clients and/or associated persons may implement any strategies
discussed in this Newsletter before or after such strategies are disclosed to recipients of this
Newsletter.  The profitability of any strategies communicated through this Newsletter may depend
upon a limited number of persons implementing and knowing about the strategies. As a result of
Atlantic Advisors and their respective officers, directors, employees, clients and/or associated
persons trading and implementing the securities and strategies, respectively, discussed in this
Newsletter, before or after such securities or strategies are discussed or disclosed to recipients of this
Newsletter, such recipients may face decreased or no profitability and increased competition in the
marketplace when seeking to implement such strategies or trade such securities.  The principals of
Atlantic Advisors might not purchase or utilize in this Newsletter, or make any reference therein to,
the securities or strategies, respectively, used for any client affiliated with Atlantic Advisors or its
principals.

NO WARRANTY. ATLANTIC ADVISORS, ITS AFFILIATES, AND THEIR OFFICERS,
DIRECTORS, PRINCIPALS, AGENTS AND EMPLOYEES MAKE NO REPRESENTATIONS OR
WARRANTIES, EXPRESS OR IMPLIED, REGARDING THE SUITABILITY OR OTHER
CHARACTERISTICS OF THE INFORMATION AND MATERIALS CONTAINED IN OR PRESENTED
THROUGH THIS NEWSLETTER.  ALL SUCH INFORMATION AND MATERIALS ARE PROVIDED
"AS IS", WITHOUT ANY WARRANTY OF ANY KIND.  ATLANTIC ADVISORS HEREBY FURTHER
DISCLAIMS ALL WARRANTIES AND CONDITIONS WITH REGARD TO SUCH INFORMATION
AND MATERIALS, INCLUDING ALL IMPLIED WARRANTIES AND CONDITIONS OF
MERCHANTABILITY, FITNESS FOR A PARTICULAR PURPOSE TITLE, NON-INFRINGEMENT
AND AVAILABILITY.

LIMITATION OF LIABILITY. IN NO EVENT SHALL ATLANTIC ADVISORS, ITS AFFILIATES, OR
THEIR OFFICERS, DIRECTORS, PRINCIPALS, AGENTS AND EMPLOYEES BE LIABLE FOR ANY
CLAIMS, LIABILITIES, LOSSES, COSTS OR DAMAGES, INCLUDING DIRECT, INDIRECT,
PUNITIVE, INCIDENTAL, SPECIAL, CONSEQUENTIAL DAMAGES (INCLUDING BUT NOT
LIMITED TO, LOST PROFITS OR TRADING LOSSES), OR DAMAGES OF ANY KIND
WHATSOEVER ARISING OUT OF OR IN ANY WAY CONNECTED WITH THIS NEWSLETTER
(INCLUDING WITHOUT LIMITATION, THE CONTENT, INFORMATION, RESEARCH OR
SERVICES INCLUDED THEREIN) WHETHER BASED ON THEORIES ARISING IN CONTRACT,
TORT, STRICT LIABILITY OR OTHERWISE. SUCH LIMITATIONS APPLY EVEN IF ATLANTIC
ADVISORS, ITS AFFILIATES, OR ANY OF THEIR OFFICERS, DIRECTORS, PRINCIPALS,
AGENTS OR EMPLOYEES HAVE BEEN ADVISED OF THE POSSIBILITY OF DAMAGES.
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