
 

 

 

 

 

 

 

Portfolio Descriptions 

Style I:  Industry Rotation 

 
Our Tactical Industry Rotation Strategy is premised on the view that many of the advances in world financial 

markets are tied to industry-specific themes.  Therefore, timely industry rotation can identify industries that are 

providing the market leadership as well as eliminate those industries that are likely to under perform the market 

averages.  This strategy is implemented using the Fidelity Select Portfolios®’ industry funds as well as ProFunds ', 

ProShares' exchange traded funds(ETF's) and Rydex Investments' sector funds. The accounts use Fidelity 

Investments as the custodian through our institutional agreement. 

 

1.  The Eagle Strategy: Tactical Industry Rotation 
 This portfolio is designed to satisfy the needs of aggressive investors who are willing to accept 

greater risk in search of higher returns.  This portfolio strives to provide above-average capital 

appreciation for investors who are willing to accept an average degree of risk and have a long 

investment time horizon. This goal is accomplished through timely industry rotation using the 

Fidelity Select Portfolios® forty industry funds as well as the other companies funds mentioned in 

the first paragraph above. The portfolio selection process uses our proprietary method combining 

both technical and fundamental analysis to select our eight most timely industry funds. As an 

example, a Fidelity fund manager will select what he/she feel are the best companies within that 

industry but we determine when to sell out of a fund based on our proprietary methods. This 

strategy can take a large cash/money market position when there are fewer than eight industries 

which we consider timely from a technical standpoint or when our technical charts on the overall 

market indicate that a defensive posture is advisable. 

 

Style II:  Asset Allocation – Well Diversified 
 

Portfolio Descriptions –Growth, Balanced Growth, Conservative Growth or Income only 
 

Our Tactical Asset Allocation Strategy is premised on the observation that specific asset classes (e.g. - small cap 

growth, large cap value, international small cap) provide the market leadership for a time and then periodically 

undergo valuation corrections. Therefore, timely rotation through the various asset classes can produce superior 

investment results while also achieving risk reduction objectives.  This strategy is implemented at four different risk 

tolerance levels with mutual funds alone and is custodied at Fidelity Investments through our institutional 

agreement. This same basic strategy can also be applied in variable annuity accounts that are custodied at an 

insurance company. 

 

A. Owl - Growth: Tactical Asset Allocation Strategy (Max 100%) 
This portfolio is somewhat less aggressive than the industry rotation strategy but it also strives to 

provide above-average capital appreciation for investors who are willing to accept an average 

degree of risk and have a long term investment time horizon.  The portfolio management technique 

uses timely mutual fund rotation using the large selection of no-load mutual funds available through 

Fidelity Investments' division known as Fidelity Wealth Central.  This technique is implemented 

through the elimination of asset classes with below average risk/adjusted return profiles and then 
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selection of the best mutual funds within those asset classes which have above average prospects 

for growth. Technical and fundamental analysis is used to distinguish between asset classes with 

above average and below average prospects for growth and then historical analysis is used to select 

the best mutual funds within each selected asset class. Asset classes may include large cap growth, 

large cap blend, large cap value, mid cap growth, mid cap blend, mid cap value, small cap growth, 

small cap blend, small cap value, international blue chip, international small cap, emerging 

countries, and special situations such as high yield bonds, gold, real estate, and index funds. This 

strategy will take cash position when not enough asset classes are considered timely to meet the 

diversification objective or when our technical charts on the overall market indicate that a defensive 

posture is advisable. 

 

B. Owl-Balanced Growth: Tactical Asset Allocation Strategy (Max 70%)  This portfolio 

strives to provide at least average capital appreciation for investors who require a below average 

degree of risk.  In other words, this portfolio is designed to provide a balance between capital 

appreciation and capital preservation.   This goal is accomplished by investing in a diversified but 

timely mix of stock, bond, and money market funds.  In general stock funds comprise between 30% 

and 70% of the portfolio depending on market conditions.  The same mutual fund selection 

techniques are used as with the growth strategy but with a higher proportion of lower volatility 

stock funds, bond funds, and money market funds. 

 

C. Owl-Conservative Growth: Tactical Asset Allocation Strategy (Max 50%) This 

portfolio is designed to meet the needs of conservative investors.  This portfolio strives to preserve 

principal and have some equity exposure to keep pace with inflation.  This portfolio will invest 

between 10% and 50% in stock funds depending on market conditions.  The same mutual fund 

selection techniques are used as in the growth and balanced strategies but with an even higher 

proportion of lower volatility stock funds, bond funds, and money market fund. 

 

D. Owl-Strategic Income: (Max 0%)  This portfolio strives to meet the needs of conservative 

investors who mainly desire income from their portfolio.  We invest in a mixture of high-yield 

corporate, high quality corporate, international, and government bond funds, high dividend stock 

funds and money market funds to attempt to accomplish this goal.  This portfolio places a high 

priority on reducing portfolio volatility and preserving capital.  Technical and fundamental analysis 

is used to eliminate untimely bond categories (e.g. - long bonds when interest rates are either going 

up or likely to go up).  Historical analysis is then used to select a group of funds within the various 

categories.  This strategy will increase the amount invested in money market funds or short-term 

treasuries when bond market conditions are unfavorable.  

 

Style III: Proactive Index Rotation – A Long and Short Strategy 

 

Portfolio Descriptions – The Falcon Strategy, Falcon - Moderate Blend                       

and Falcon - Conservative Blend  

  
The following strategies are designed with a goal of higher returns over time than our other strategies. They 

are not as concerned with short term portfolio volatility but expect lower volatility over three years or longer 

compared to the volatility of the broad market
1
. We expect this due to our proactive method of investing.  Like 

our other strategies we capitalize on our knowledge of technical analysis but we do not combine fundamental 

analysis in the index rotation strategy to make our buy decisions. Instead, these strategies combine different 

concepts within technical analysis to place over-weighted positions into a small number of asset classes. We believe 

better performance can be achieved by investing in a limited number of asset classes at any point in time. However, 

they must be watched closely and will be replaced based on a proprietary method mostly using relative strength 

analysis. We expect higher performances in falcon strategies, due to the fact that they are actively managed; trading 
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frequency of short-term to mid-term. The Falcon Strategy is the most volatile of the three Falcon strategies but as 

mentioned above that volatility is still expected to be lower than the broad market
1
. 

 

A traditional style box analysis divides equity mutual funds into nine or more style boxes. Those are large cap, mid 

cap and small cap funds. These three asset classes are then further divided as to growth style, value style, or a blend 

of growth and value. To build a well diversified portfolio many planning firms, brokerage firms, and 401k advisors 

recommend placing assets into many of the style boxes at all times to control risk and attempt to achieve a 

reasonable level of return over long periods of time. Those approaches are based on the idea that nothing is 

predictable in the market. Our studies disagree with that basic premise.  

 

In our most aggressive index rotation strategy, The Falcon Strategy, our studies show that for higher returns we do 

not want assets in more than two or three style box categories and  at  times we will be in only one style box.  

Secondly, our studies also show that many of our largest gains occur when we are using leverage when our main 

signals reverse up from extremely under valued levels. Likewise, when our main signals are reversing down from 

extremely over valued levels our studies show a further increase in returns by investing in funds that move 

inversely, or opposite, to that of the market indices.  The hypothetical back test for index rotation strategies from 

12/31/1999 through 9/30/2010 have shown us good long term performance when analyzing returns over periods of 

five years or longer.  These returns are from the hypothetical returns of our back tested model.  Of course, past 

performance is no guarantee of future performance. Investors should be aware that the portfolio when 

liquidated can be worth less than the original investment. 

 

The data we use to make our buy and sell decisions uses much of the same data we have been using and studying 

for over fifteen years, including the last fifteen years while managing our Tactical Industry Rotation strategy.  Key 

information we use is relative strength of the various asset classes and supply and demand information on the 

overall markets. In our Tactical Industry Rotation strategy we frequently raise large percentages of cash/money 

market funds. However, in these new Falcon strategies instead of frequently raising substantial amounts of cash we 

look to invest in at most two of the asset classes that have the highest probability of increasing in value. This also 

includes being in funds that have the objective of returns inverse to a stock market index. Please read the ProFunds' 

and the ProShares' prospectus to see more about all charges, fees, and risks associated with those funds.   

Obviously, we cannot assure that our decisions will always be correct. In our hypothetical model test of these 

strategies we found that we do not have to be correct all the time with our signals to achieve our long term 

objective. The key to our signals in these strategies, like those in our Tactical Industry Rotation, are that when our 

signals are wrong they do not usually remain wrong for long periods of time.  

 

These index rotation strategies will work best for investors that can handle substantial volatility in the short 

run. Secondly, we recommend assets placed in these accounts should be for a long term strategy, at least five 

years in length. In that time frame, the markets will usually have several extremely overvalued or extremely 

undervalued periods. These periods are times in which our new strategies can excel. Of course, we can not 

guarantee that these index rotation strategies will achieve their objectives.  

 

1. The Falcon Strategy (Falcon)  
This strategy is not for an investor that is adverse to risk. The monthly fluctuations will be 

substantial. However, our objective is to achieve a return that will be higher than that of major 

U.S.’ broad market indices
1
. This strategy will not be as diversified as our other strategies. Like all 

equity strategies an investor should be looking at a three to five year time horizon to even consider 

using a strategy. Most successful strategies do not work at all times and are designed in an attempt 

to perform over a reasonable period of time. 
 

In an effort to reduce the volatility of our proprietary strategy we have reviewed and will continue 

to review other strategies that also have historic returns or hypothetical tests that show similar long 

term growth characteristics to ours.  We compare month to month returns, which in turn gives us 

comparative volatility numbers, in search of one or two more strategies that show similar return 

characteristics but that also show that they are not highly correlated to ours. This combination could 

result in a combined strategy that has less volatility than either strategy by itself. If we find such a 
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strategy or strategies, we will add at least one or two to The Falcon Strategy as well as to the two 

blended strategies discussed in 2 and 3 below.  

  

2. Falcon - Moderate Blend      
This strategy is not for an investor that is adverse to risk. The monthly fluctuations will be 

substantial but not nearly as much as The Falcon Strategy (Falcon) above. This moderate blend 

strategy was designed for the investor who likes the concept of The Falcon Strategy but would like 

somewhat less volatility. In this strategy we will invest approximately sixty percent (60%) of the 

account into The Falcon Strategy and will place the other approximately forty percent (40%) of the 

account into several more conservative strategies that are expected to lower the accounts overall 

volatility. The mix of strategies were selected after due diligence and testing by studying 

performance and volatility traits of differing mixes of a large number of strategies. We wanted 

some strategies that together smooth out the periods of time when The Falcon Strategy is in a 

downtrend. In other words we looked for strategies that do not have a high correlation of return 

characteristic relative to The Falcon Strategy. In fact, these additional strategies on its own are 

much less volatile than The Falcon Strategy. 

 

We ended this search having selected three other strategies that are bond strategies (fixed income 

strategies). We tried to find bond strategies that may have lower volatility or better return potential 

than just a buy and hold approach. The three we finalized on were: (1) a strategy that moves 

between a United States money market fund and high yield corporate bond funds based on a 

proactive methodology that looks at technical data based on daily price information; (2) a strategy 

that moves between a money market fund based in U.S. dollars and a fund that invests at least 80% 

of its assets in high-quality short term  money market instruments denominated in three or more 

foreign currencies experiencing low inflation and that may appreciate against the U.S. dollar; and 

(3) a traditional mutual fund that invests in international emerging market bonds. A copy of the 

prospectus for the funds we will use or have used will be given to you before we invest your 

money. If we switch to other similar funds at a later date the custodian of the account (Fidelity 

Investments) will send a copy of the new fund’s prospectus unless you have elected to receive the 

prospectus by going online.  
 

3. Falcon - Conservative Blend 
This strategy is not for an investor that is adverse to risk. However, the monthly fluctuations 

over time should be less than the Falcon-Moderate Blend. This strategy was designed for the 

investor who likes the concept of The Falcon Strategy but would like much less volatility. In our 

hypothetical model back test the monthly fluctuations were actually lower than those for major 

indices as measured by monthly standard deviations.  In this strategy we will invest approximately 

thirty-five percent (35%) of the account into The Falcon Strategy and will place the other 

approximately sixty-five percent (65%) of the account into several more conservative strategies that 

are expected to lower the accounts overall volatility. The mix of strategies were selected after due 

diligence and testing by studying performance and volatility traits of differing mixes of a large 

number of strategies. We wanted some strategies that together smooth out the periods of time when 

The Falcon Strategy is in a downtrend. In other words we looked for strategies that do not have a 

high correlation of return characteristic relative to The Falcon Strategy. In fact, these additional 

strategies on its own are much less volatile than The Falcon Strategy. 

 

We ended this search having selected three other strategies that are bond strategies (fixed income 

strategies). We tried to find bond strategies that may have lower volatility or better return potential 

than just a buy and hold approach. The three we finalized on were: (1) a strategy that moves 

between a United States money market fund and high yield corporate bond funds based on a 

proactive methodology that looks at technical data based on daily price information; (2) a strategy 

that moves between a money market fund based in U.S. dollars and a fund that invests at least 80% 

of its assets in high-quality short term  money market instruments denominated in three or more 

foreign currencies experiencing low inflation and that may appreciate against the U.S. dollar; and 
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(3) a traditional mutual fund that invests in international emerging market bonds. A copy of the 

prospectuses for the funds we will use will be given to you before we invest your money. If we 

switch to other similar funds at a later date the custodian of the account (Fidelity Investments) will 

send a copy of the new fund’s prospectus unless you have elected to receive the prospectus by 

going online. 
 

Broad market
1
 is a combination of (Stock Indices, Bonds & Treasuries).   

S&P 500 Index
2
 is an unmanaged index representative of U.S. stock market & 3 month T-Bill

3
 is an index that is 

considered representative of short term high quality U.S. government bonds. Individuals cannot invest directly in any 

index. Past performance is no guarantee of future results, actual results may vary. 

 

Approximate Breakdown of Equity and Bond for Benchmark Performance 

           
Portfolio   Aggressive Moderate Conservative    

Allocation 
 

Equity Bond/Mny Mkt Equity Bond/Mny Mkt Equity Bond/Mny Mkt 
   

60 Falcon's 
48   29   19   

   
  12    31    41  

   
20 TIR 

15   15   15   
   

  5    5    5  
   

20 MAX 70 
11   11   11   

   
  10    10    10  

   
    73.5 26.5 54.3 45.7 44.7 55.3 

   

  
S&P 500

2 
T-Bill

3 
S&P 500

2
 T-Bill

3
 S&P 500

2
 T-Bill

3
 

   
 
 

Please refer to your relative benchmark on your quarterly performance report for portfolio comparison. 
 

I would like to hire Mission Control Investment Strategies, LLC to manage my assets and choose to invest in 

the following strategies: 
 

Portfolio Name             Number Amount (or %)  If Transfer (firm& acct #) 
(i.e.: Index Rotation – Falcon-Moderate)     (i.e.: III-2)   

 

_______________________________     ______  ____________  ____________________ 

   

_____________ __________________    ______  ____________  ____________________ 

 

_______________________________     ______  ____________  ____________________ 

 

_______________________________     ______     ____________               ____________________ 

 

         

______________________________                ________________ 

         Print Name                            Date 

 

          X______________________________ 

          Signature 

 

________________________________                ________________ 

                      Print Name (if joint account)                          Date 

 

          X_______________________________ 

          Signature (if joint account)                                               

   

 

  Mission Control Investment Strategies: __________________________________  

  Date ____________   Denny L. Holmes - President2013 


