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                                       Introduction 

 
Like many Americans, you may be concerned about the significant Ups 
and Downs in your retirement or investment accounts over the past few 

years.  If you are looking for a refreshing approach, we may have a 

solution for you.  Our objective is to provide above average returns with 
below average risks, by employing active portfolio management. 

 
There are alternatives to the “Buy and Hold” and “Just Diversify” 

recommendations that are still so prevalent.  Special Risk Capital 
Management, LLC, believes in the active management of your portfolio.  

We buy the securities that show strength, and quickly sell the ones that 
show weakness.  We don’t represent any fund, security company, or 

broker.  ALL of our decisions are based on our independent technical 
analysis with your benefit in mind.  We don’t accept buy/sell 

recommendations from outside sources and we don’t receive fees or 
commissions from anyone other than our clients.   

That’s who we are working for. 
 

Who are We  

Special Risk Capital Management, LLC, is a small, personalized investment 
advisory company.  The company is registered with FINRA (Financial 

Industry Regulatory Authority) and the State of Michigan.  We meet all 
regulatory requirements in the States where we have clients.  We trade 

our personal accounts exactly the way we trade our client accounts.  We 
intend to keep our managed asset level below $30 million to minimize 

reports, audits, and paperwork.  This “Keep It Simple” philosophy allows 
us to concentrate on finding the best investment opportunities.   

 
Even though Special Risk is a one person company, I prefer using the 

term “We”, because I have constant access to a group of similar minded 
professional money managers throughout the country.  We exchange 

ideas and techniques on a regular basis over a closed web site on the 
Internet as well as in person.  This provides my clients with the latest 

ideas and strategies, while still maintaining a small one-person money 

management company where your account receives personalized 
attention.  Mr. Hamilton is a member the American Association of 

Professional Technical Analysts (AAPTA) and past board member of the 
National Association of Active Investment Managers (NAAIM). 

 
 

 
 



Our Investment Philosophy    

Instead of the classical diversification strategy that the majority of 
Financial Advisors propose (i.e. 30% bonds, 20% small cap, 30% large 

cap, 10% value and 10% international, or similar), our diversification 
approach is to find the best strategy in each of the major market types, 

and then buy the strongest securities in that market.  We don’t try to time 
markets, but we do monitor their strength, allowing us to take larger 

positions in favorable markets, and to lighten them when conditions 
weaken.  We’re not always right, but when we’re wrong, we try to quickly 

cut our losses.  Money management and risk control are keystones of our 
strategy.  Regardless of the overall market, there are usually securities 

that are aggressively moving up.  Does your current plan find them and 
monitor their progress on a daily basis?  

 
Our Portfolio Management Models 

We offer three distinctive portfolio management models to meet most 

investment needs.  They are briefly described below.  
 

- Tactical :  This is our most aggressive and active investment 
model.  It invests in select common stocks, ETF’s* and mutual 
funds.  Since it is more focused, it has the potential for greater 

returns and also greater risks.  Its increased short term trading 
activity may be most appropriate for IRA accounts, it also has higher 

management fees. 

- Strategic :  This is our moderate investment model.  It invests in 

select ETF’s* and mutual funds.  Its focus is over broader, more 
diversified investment vehicles and usually trades less frequently 

than the Tactical model above.  Since it trades less often, its 
management fees are also lower. 

- Income :  This is our most conservative model.  Its primary goal is 
earning investment income through the management of high yield 

instruments.  Its secondary goal is appreciation of capital.  It trades 
less frequently than the models described above.  Mutual funds are 

used, as well as Closed End funds and ETF’s*.  Management fees are 
the lowest for this model. 

 
Refer to Appendix I for a table comparing the three Portfolio Models 

introduced above.  Please do not hesitate to ask for more information, so 
that the most appropriate model is applied to your goals.  It is likely you 

will have questions that are unique to your needs and financial goals.   
 
*ETF’s = Exchange Traded Funds.  These are funds that are made to track the 

performance of an known index or disclosed group of securities.  They are similar to a 

mutual fund, but trade like a stock on an exchange. 



 

Who We Aren’t! . . . We Are NOT Planners or Advisors For Your 
Overall Financial Needs.  You should have already reviewed your 

personal financial responsibilities and goals to assure that all likely 
obligations to your family and future are being met.  We feel that this is 

best done through a “fee only” Financial Planner.  Accounts managed by 
Special Risk Capital Management, LLC, should only be for long term goals 

such as retirement and capital accumulation. 
 

 
 

        

                       What We Do For Our Clients 
 
We manage both taxable accounts and tax deferred retirement accounts 

(Traditional and Roth IRA).  Our strategies are not modified for taxable 
accounts to attempt to minimize taxes.  Due to their unique structure and 

controlled access, we cannot manage individual 401k or 403b accounts. 
 

Account Management    
“Special ” -  We start with the best data sources available.  We research 

and use the best strategy searching software available.  We constantly 
change and improve our techniques, a must in a dynamic market, to find 

patterns of strength in a family of candidates.  After we take a position 
(buy), we determine a future exit strategy, then we monitor the position 

every day. 
 

“Risk ” -  When a security doesn’t perform, slows down, or a better 
opportunity arises, we sell.  Our objective is regular profits, with 

controlled risk.  Our approach is ideal for retirement accounts.  Taxable 

accounts will exhibit a number of short-term gains and/or losses, with 
some tax relief via our use of hedges.  This technique may provide some 

shift from short to long-term gains.   Clients are responsible for reporting 
and paying any appropriate taxes for their account. 

 
Account Performance    

Trading securities is a volatile and complex business that involves the risk 
of loss. The valuation of such instruments may fluctuate, and, as a result, 

you may incur significant losses.  Before you invest, you should consider 
your financial experience, tolerance for risk, goals and personal financial 

resources.  Security prices can be extremely volatile, especially high 
growth stocks and commodities. 

 
 



 

No system strategy is perfect, or even near perfect.  Unexpected 
news and world events can have a significant effect, positive or 

negative, on our positions and significant losses can occur.  Past 
results do not necessarily indicate the future, and there is always 

a risk of losing capital. 
 

 
To give you some idea of performance objectives, we strive to achieve 5% 

per quarter above the gains/losses of the S&P 500, a 20% annualized 
improvement, in our Tactical Model.  The Strategic model is approximately 

half of that.  The Income and Capital model attempts to provide twice the 
interest return of investment grade bonds, with a modest increase in the 

account principle.  Some quarters are better, some worse.  We feel that 
account performance should be looked at over a longer period of time and 

in various market environments, not just in a single quarter.   

 
Annual return, while important, is not the only measure of account 

performance.  Minimizing account losses and exposure during unfavorable 
market conditions is also a major objective with our strategies.  There will 

be investment losses; we try our best to minimize these while attempting 
to obtain above average returns. 

 
 
Past Results are NOT Necessarily an Indicator of Future Performance. 
 

 
Account Requirements     

We want to gain your trust and confidence.  There may be no better way 
to demonstrate this to you than by opening a modest account.  Our 

minimum opening account size is $50,000, with a recommended size of 
$100,000, to be able to demonstrate our greater capabilities through 

multiple market sector diversifications.   Furthermore, if we meet your 
expectations within approximately a year we would expect that you would 

be able to add to this account and exceed a $200,000 value.  Our purpose 
for this requirement is to maintain a small client base with significant 

accounts, while providing above average performance. 
 

 

 
 

 
 

 



Management Fees     

We offer fee schedules based on the investment model selected and the 
size of your account. 

 
Tactical model:   

- Fixed Fee Schedule H:  A fixed fee ranging from 1.5% per year to 
1.0% per year of account value, based on account size; invoiced 
quarterly.  The schedule is for Non-Qualified Individuals & residents 

of certain states.  Please see Appendix II for details. 
 

- Performance Based fee schedule: This is an optional schedule for 
Qualified Individuals living in States that allow for such fee basis.  A 

fee ranging from 2.0% to .5% per year, based on the return of the 
account when compared to the Standard & Poor’s 500 Index, 

invoiced quarterly.  Please see Appendix II for details.  
 

Strategic model:   

- Fixed Fee Schedule L:  A fixed fee schedule for all clients ranging 

from 1.5% to 0.75% per year, based on account size; invoiced 
quarterly.  Please see Appendix II for details. 

 
Income & Capital model: 

- Fixed Fee Schedule L:  A fixed fee schedule for all clients ranging 
from 1.5% to 0.75% per year, based on account size; invoiced 
quarterly.  Please see Appendix II for details 

 

The above fees are in addition to the custodian fees for your account.  
Trust Company of America currently changes fees based on the size of 

each account.  The table below shows the approxiamate account custodial 
(account maintenance) fee structure paid on a quarterly basis. 

 

Account size: $75,000 $36.50 

   $150,000 $64.25 

    $300,000*    $100.00 

    $500,000*    $117.50 

    $750,000* $96.00 

  $1,000,000* $74.00 

 
  

 

 

 

 



Custodian fees cover account maintenance, mailed quarterly statements 

and on-line account viewing.   Trust Company of America provides access 
to over 25,000 mutual funds at no commission or sales fees and 

substainally discounted stock transaction costs. 
 

 

                              How Do We Begin  
 

A client opens an account at Trust Company of America, Centennial 
(Denver), Colorado.  Trust Company of America is a private trust company 

that specializes in custody and brokerage for registered advisors, pension 
funds and institutions.  See the accompanying brochure for a description 

of Trust Company of America and a description of what they do to 
maintain your account and report to you.  You may also visit their website 

at www.trustamerica.com .   
 
The clients allow us limited access to their account for trading only.  This 

permits us to buy and sell securities in their account.  Account holdings 
are tailored to each individual client via the investment model.  Depending 

upon the size of your account, you will be able to participate in various 
trading strategies in a broad array of sectors.  That’s our philosophy of 

diversification.   
    

Opening an Account 
Before you open an account, we will need to review what your objectives 

are, your risk tolerance and the type of account (Traditional IRA, Roth IRA 
or Regular / Taxable) that you are considering. 

 
Investor Profile and Agreement forms are included with this brochure 

to give you a place to start.  Once we have agreed upon an investment 

model and the type of account, we will provide you with the appropriate 
forms to open an account at Trust Company of America.  Additional forms 

are necessary when transferring an account from another custodian / 
broker, as well as authorizations to trade your account.  All forms should 

be returned to Special Risk for review, we will forward the appropriate 
forms to Trust Company for processing. 

Once your account is established, you will receive a Welcome Letter from 
Trust Company, as well as internet connection and log-in information so 

you can view your account whenever you wish. 
 

Our goal is to develop a long-term, profitable relationship.  Of course, 
either you or Special Risk Capital Management, LLC, has the right to 

cancel this agreement and cease asset management operations at any 
time. 

http://www.trustamerica.com/


 

 
 

         Appendix  I 
Theoretical Portfolio Management Model Comparison 

 
The table below is provided for comparison purposes only.  It is not 

intended to accurately or completely describe our investment 
methodology, techniques or allocations.  We reserve the right to alter 

and modify strategies as market condition warrant.  Cash is considered 
to be a short term tactical managed asset.  Leveraged instruments may 

be used. 
 

      Portfolio Elements 

               

Model                

Growth 
Stock 

Dominant 
Sectors 

 
All 

Weather 
 

 
High Yield 

 

 
Income /Misc. 

 

 
Market 
Index 

 

Tactical 

 

40% 40% - - - 15% 

Strategic - 40% 30% 15% - 10% 

Income 
 

- - 20% 30% 40% 5% 

Approximate 
Composition: 

5-10 
Stocks, 

4% each. 
High 

potential 
 growth. 
Frequent 
trading.  

4 Sector 
Funds, 

10% each. 
Ranked on 
short term 

trend 
strength. 
 Moderate 
trading. 

2 Funds, 
10% each 
Composed 
of diverse 

& managed 
funds.  

Minimal 
trading. 

1 Fund,  
Follows trend 

signal to buy & 
sell high yield 

bonds. 
Moderate 
trading. 

Customize to 
client. 

w/ bond fund, 
closed end, and 

other 
instruments. 

Minimum trading. 

1 Fund, Long 
to Short. 

Uses market 
risk signals. 

Varies 

 

Legend: 
 

Model - Refers to the 3 main investment models (objectives) each account is 
assigned to. 

 
Portfolio Elements - Refers to the elements within each composite model.  
 

Percentages - Are an approximate weighting of each Element within the Model. 
 

Approximate Composition - Refers to the securities typically held in each 
element, and the frequency of trading. 



         Appendix  II 
                             Management Fee Schedules 
 

 

Payment of management fees is due thirty (30) calendar days after billing 
and are payable via personal check.  Fees can be automatically withdrawn 

from your account with your pre-authorized, written permission if you 
wish.  Accounts are delinquent if fees are not received within ten (10) 

business days after the due date.  Trading and management will stop 

immediately in all delinquent accounts, and positions will not be closed. 
 

Additions or withdrawals made during the calendar quarter will be 
prorated to the next full month.  For example, you would not be charged a 

management fee for funds added to your account on January 15, until 
February 1.  You are billed, once per quarter, based on the value of your 

account at the end of the calendar quarter. 
 

Fixed Fee Schedule L:  applies to Strategic and Income & Capital models 
 

       Account Size     Annual Fee     Quarterly Fee 
     Under $250,000       1.00%  0.250% 

 $250,000 to $500,000               0.88%  0.220% 
    Over $500,000         0.75%  0.187% 

 

Fixed Fee Schedule H: applies to Tactical model 
 

       Account Size     Annual Fee     Quarterly Fee 
     Under $250,000       1.50%  0.375% 

 $250,000 to $500,000               1.25%  0.313% 
    Over $500,000        1.00%  0.250% 

 
The Securities and Exchange Commission requires Investment Advisors to 

charge a fixed fee, that is not based on a performance level or index, for 
individuals with personal net worth below $1 million (excluding the value 

of a primary residence) or an individual having an investable amount of 
less than $5 million.   

 
  



Individuals who meet the Accredited Investor or Qualified Individual 

requirements are eligible for the performance based fee schedule.  See 
the Agreement Form enclosed to make this declaration.  This is not our 

policy, it is that of Federal securities regulations. 
 

In addition, certain States require us to only make a “Fixed Fee” schedule 
available to their residents.  If you have questions, please call or e-mail 

us. 
 

 Performance Based Fee Schedule: optional schedule, applies to 
Tactical model for Qualified Individuals, where allowed by State regulation. 

 
You are billed, once per quarter, based on the difference between the S&P 

500 index and your account balance, as compared to the previous 
calendar quarter.  The maximum quarterly fee is capped at .5% of the 

account balance, and can be as low as .125% for the quarter depending 

on account performance versus the index.  
 

The amount of the management fee applied to the end of quarter account 
balance will be per the schedule below: 

 
  Percentage That Account Exceeds S&P 500 Index           Management Fee Rate 

 Annual Rate       (Quarterly Equivalent)     Annual Rate   Quarterly Equivalent) 

    below 0%                below 0%             .50%     .125% 

equal to  0% but less than 5%      0  to 1¼%           1.00%       .250% 

equal to  5% but less than 10%        1¼  to 2½% 1.25%     .312% 

equal to 10% but less than 15%       2½  to 3 ¾% 1.50%     .375% 

equal to 15% but less than 20%       3 ¾ to 5%            1.75%    .437% 

 above 20%                above 5%            2.00%    .500% 

  

 
Examples of Performance Fee calculations- 

 

              In a Down Market 

     S&P Index     Account   

       Dec. 31     935    $679,000 
       Mar. 31     852      645,000 

       Difference      83  (down, -8.88%)    $ 34,000   (down, -5.00%) 

 
In this case, even though both the account and Index lost value, the account out 

performed (lost less than) the Index by 3.88% (8.88% - 5.00%), thus a .437% 
quarterly fee is applied to $645,000 (fee= $2,818.65). 
  



                 In an Up Market 

    S&P Index     Account   
       Dec. 31     935    $645,000 

       Mar. 31     959               694,665 

       Difference     24  (up, 2.57%)            $ 49,665   (up, 7.70%) 

 

In this case, the account value out-performed the Index value by 5.13% (7.70% 
- 2.57%), thus a .500% quarterly fee is applied to $694,665 (fee= $3,473.32). 

 
 

                   Gain in Account, with Minimum Fee  

    S&P Index     Account   

       Dec. 31     852    $645,000 
       Mar. 31     904      682,539 

       Difference      52  (up, 6.10%)          $ 37,539   (up, 5.82%) 

 
In this case, the Index out-performed the account.  Thus, the minimum fee of 

.125% per quarter is applied to $682,539 (fee = $853.17). 
 
 

As the examples above indicate, you can pay a fee in either an Up or Down 
market, and also a minimal fee even when your account increases but 

under performs the Index.  The fee can be less than, or greater than, what 
you would have paid with a traditional fixed fee.  However, the important thing 
to remember is that the only way you pay a significant fee is if your account out-

performs the market (as measured by the S&P 500 index), and the only way that 
you pay more than a fixed fee, is when your account substantially out performs 

the market. 
 
Clients using the Tactical model, qualifying for either the Performance Based or 

Fixed Fee Management Fee Schedules, may select either one as they prefer.  
Switching from Fixed to Performance is allowed whenever the requirements are 

met.  Switching from Performance to Fixed is allowed only before a quarter 
begins. 

 
Notes: 

 The performance based fee is capped at no more than .50% (.005) per quarter of the 

account value. 

 Any withdrawals or deposits (by check or transfer) made during the quarter are pro 

rated to the next full month. 

 Erratic account withdrawals and deposits to avoid management fees will be cause for 

review, and potential withdrawal of account management by Special Risk Capital 

Management, LLC. 

 

 

 
 


