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RISK DISCLOSURE STATEMENT 

THE RISK OF LOSS IN TRADING COMMODITIES CAN BE SUBSTANTIAL. YOU SHOULD THEREFORE CAREFULLY 
CONSIDER WHETHER SUCH TRADING IS SUITABLE FOR YOU IN LIGHT OF YOUR FINANCIAL CONDITION.  THE 
HIGH DEGREE OF LEVERAGE THAT IS OFTEN OBTAINABLE IN COMMODITY TRADING CAN WORK AGAINST YOU 
AS WELL AS FOR YOU. THE USE OF LEVERAGE CAN LEAD TO LARGE LOSSES AS WELL AS GAINS. 
 
IN SOME CASES, MANAGED COMMODITY ACCOUNTS ARE SUBJECT TO SUBSTANTIAL CHARGES FOR 
MANAGEMENT AND ADVISORY FEES. IT MAY BE NECESSARY FOR THOSE ACCOUNTS THAT ARE SUBJECT TO 
THESE CHARGES TO MAKE SUBSTANTIAL TRADING PROFITS TO AVOID DEPLETION OR EXHAUSTION OF THEIR 
ASSETS. THE DISCLOSURE DOCUMENT CONTAINS A COMPLETE DESCRIPTION OF THE PRINCIPAL RISK 
FACTORS AND EACH FEE TO BE CHARGED TO YOUR ACCOUNT BY THE COMMODITY TRADING ADVISOR ("CTA"). 
 
THE REGULATIONS OF THE COMMODITY FUTURES TRADING COMMISSION ("CFTC") REQUIRE THAT 
PROSPECTIVE CUSTOMERS OF A CTA RECEIVE A DISCLOSURE DOCUMENT WHEN THEY ARE SOLICITED TO 
ENTER INTO AN AGREEMENT WHEREBY THE CTA WILL DIRECT OR GUIDE THE CLIENT'S COMMODITY INTEREST 
TRADING AND THAT CERTAIN RISK FACTORS BE HIGHLIGHTED. THIS BRIEF STATEMENT CANNOT DISCLOSE 
ALL OF THE RISKS AND OTHER SIGNIFICANT ASPECTS OF THE COMMODITY MARKETS. THEREFORE, YOU 
SHOULD PROCEED DIRECTLY TO THE DISCLOSURE DOCUMENT AND STUDY IT CAREFULLY TO DETERMINE 
WHETHER SUCH TRADING IS APPROPRIATE FOR YOU IN LIGHT OF YOUR FINANCIAL CONDITION. YOU MAY 
ALSO REQUEST DELIVERY OF A HARD COPY OF THE DISCLOSURE DOCUMENT, WHICH WILL ALSO BE 
PROVIDED TO YOU AT NO ADDITIONAL COST. THE CFTC HAS NOT PASSED UPON THE MERITS OF 
PARTICIPATING IN ANY OF THESE TRADING PROGRAMS NOR ON THE ADEQUACY OR ACCURACY OF ANY OF 
THESE DISCLOSURE DOCUMENTS. 
 
OTHER DISCLOSURE STATEMENTS ARE REQUIRED TO BE PROVIDED YOU BEFORE A COMMODITY ACCOUNT 
MAY BE OPENED FOR YOU.  ADDITIONAL DISCLOSURE REQUIRED FOR ADMINISTRATIVE FEES.  A COMPLETE 
DISCUSSION OF FEES AND CHARGES ARE REPORTED IN THE CTA's DISCLOSURE DOCUMENT.  
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FCI Corporate Overview 
 Financial Commodity Investments, Inc. (FCI) is a unique, customer-

driven, results-oriented registered investment management firm  
 
 FCI has relationships with institutional and high-net-worth investors is 

acknowledged not only for the historical returns it delivers but also for 
its dedication to effectively managing risk 

 
 FCI is devoted to providing the highest levels of customer service to its 

valuable clients 
 
 FCI and its proprietary products received national ranking according to 

Barclays 
 
 FCI has assets under management in excess of $26.3M  
 ($20.5M AUM - CPP) 
 ($5.8M AUM - OSS) 
 ($89.9K AUM - FXPP) 
 
       (Past performance is no indication of future results. Barclays is a 

ranking service to which we report. The report may not represent all 
available CTA investment opportunities)   
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Financial Commodity Investments 
 Executing investment strategy only on liquid commodities 
 Eligible for non-accredited commodities investments 
 Available for Notional funding 
 Top National Ranking, #1 and #10 by tracking firm Autumn Gold 
 

 
Option Selling Strategy (FCI-OSS) 
 Five Year Return: -6.71%  (Dec. 2006 – Dec. 2011) 
 Short term dated contracts with expiration between 15 to 90 days 
 Targeting 2 to 5% positive premium collection per month 

 
                                   
 
 
 
 

 
Credit Premium Program (FCI-CPP) 
 Executing Vertical/Calendar derivative contracts hedged with a 3 x 

limit loss 
 Executing closer to the money contracts with higher premium 

collections 
FX Premium Program (FCI-FXPP) 
 YTD Return: -3.76% 
 One month ROR: 1.64% (Dec. 2011) 
 Executing FCI-CPP strategy on Forex and Currency Futures 
 Target is to hedge against fluctuations of the US Dollar 

 
  
  

FCI Programs Overview 

(Past performance is no indication of future results.  A buyer of options does limit his risk to the amount of the 
investment in the option.  The writer, or seller of options, takes on unlimited risk.  There is no limit on how large 
the loss can be.  Losses can and will be the amount that the option is “in the money” at the time of expiration, 
should the option actually expire in the money.) 
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Selling an Option Contract 
 is Like Selling Insurance 

 Insurance companies collect small, 
certain amounts of money 
(premiums) from policyholders who 
want to avoid the possibility of a 
large, uncertain financial loss 

 If a customer pays $250 when buying  
insurance, but does not have an 
accident, the insurance company 
keeps the $250 and there are no 
payouts. ‘Statistically,’ the insurance 
companies have probability on their 
side. 

 Selling options contracts is similar to 
selling insurance. 

Note: Insurance 
Companies are likely to 

have substantial funds to 
sustain losses whereas a 
client may not be able to 

sustain such losses 
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Option Time Decay 
Time Decay of an option begins to accelerate in the 

last 30 days before expiration 

120 
Days 

90 
Days 

60 
Days 

30 
Days 

0 
Days 

Time Decay from Day 120 to Day 90 (Least Impact) 

Time Decay from Day 90 to Day 60 (Slightly Greater) 

Time Decay from Day 60 to Day 30 
(Greater Still) 

Time Decay from Under 
30 Days Prior to Expiry 
(Most Rapid) 

  Option 
Value 

Time Remaining Until Expiration Date 
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Portfolio Strategies 
 

 Utilize hedge strategies to manage risk 
 

 Absolute Return Strategy – Allowing for potentially 
positive returns irrespective of market direction 

 Net premium collector on derivatives - 
targeting consistent absolute returns 
 

 Strategically sell options that are 1.5 
to 2.0 times the standard deviation 
Out of the Money (OTM) 
 

 Diversify with no investment tying up 
more than 20% to 60% of the total 
invested capital 

This is our general strategy. Note: There is no guarantee an account will achieve profits. There 
are substantial risks of loss in commodities and futures trading. 

 

http://www.inmagine.com/sbs029/sbs029766-photo�
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Portfolio Strategies Cont’d 
 Only trade in liquid commodity markets 

 
 Target total invested capital requirements to be 20% to 

60% of total account balances 

Strategy is targeted to hit consistent 
singles every month and never swing 
for the home run! 

 Target for consistent monthly positive 
returns of 2% to 4% 
 

 Capitalizing with market volatility 

This is our general strategy. Note: There is no guarantee an account will achieve profits. There are  
substantial risks of loss in commodities and futures trading. 

http://www.inmagine.com/crbs058/crbs0580099-photo�
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What is Absolute Return Investing? 

 Potential to make money in all market 
environments. 
 

 Potential to make money regardless of market 
direction. 
 

 Potential to make money while managing risk. 
 

 Potential opportunity to have positive returns as the 
equity markets or underlying commodity markets 
have negative returns. 

This is our general strategy. Note: There is no guarantee an account will achieve 
profits. There are substantial risks of loss in commodities and futures trading. 
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Portfolio Composition 
OSS/CPP Portfolio Composition

Energies 30%

Grains and Oilseeds 
10%

Precious Metals 15%

Softs 15%

Currencies 20%

Interest Rates 10%
Energies

Grains and Oilseeds

Precious Metals

Softs

Currencies

Interest Rates
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Investment Strategies Used 

 Selling uncovered calls and puts 
 
 Calendar Spreads 

 
 Bull and Bear Vertical Credit Spreads 

 
 Diagonal Credit Spreads 

 
 Ratio Credit Spreads 

FCI executes its investment strategy only on liquid commodities 
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FCI – OSS (Option Selling Strategy) 

 Execute the sale of short term date, far out of 
the money derivative contracts 

 
 Expiration is between 15 to 90 days 
 
 Target a win rate of 95% on all contracts written 
 
 Target a 2 to 5% net monthly premium 
 
 $50K investment – Notional Funding at $100K 
 
 
 

(Past performance is no indication of future results.  A buyer of options does limit his risk to the amount of 
the investment in the option.  The writer, or seller of options, takes on unlimited risk. There is no limit on 
how large the loss can be.  Losses can and will be the amount that the option is “in the money” at the time 
of expiration, should the option actually expire in the money.)  
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FCI – CPP (Credit Premium Program) 
 

 Executing Vertical/Calendar spread derivative 
contracts with expirations of 5 to 45 days 

 
 Executing closer to the money contracts with 

higher yields and larger capital requirements 
 
 Hedging all contracts with a three times limit 

loss 
 
 Target a net monthly premium of 3% to 7% 
 
 $50K investment – Notional funding at $100K 
  

(Past performance is no indication of future results. A buyer of options does limit his risk to the  amount of 
the investment in the option.  The writer, or seller of options, takes on unlimited risk. There is no limit on 
how large the loss can be.  Losses can and will be the amount that the option is “in the money” at the time 
of expiration, should the option actually expire in the money.) 
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FCI – FXPP (FX Premium Program) 
 

 Executing commodity contracts offered in the 
currency derivatives markets 

 
 Attempt to obtain consistent quarterly returns 

that exceed those of the equity markets 
 
 Seek to protect capital against adverse market 

trends. 
 
 Trading is limited to major currency pairs 
 
 $50K investment – Notional funding at $100K 
  

(Past performance is no indication of future results. A buyer of options does limit his risk to the  amount of 
the investment in the option.  The writer, or seller of options, takes on unlimited risk. There is no limit on 
how large the loss can be.  Losses can and will be the amount that the option is “in the money” at the time 
of expiration, should the option actually expire in the money.) 
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Summary of Terms 
FCI – OSS (Option Selling Strategy) 
 Incentive Fee -20% 
 Management Fee – 2% 
(Fees are accrued and charged monthly) 

 
FCI – CPP (Credit Premium Program) 
Incentive Fee -25% 
Management Fee -1% 
(Fees are accrued and charged monthly) 
 
FCI – FXPP (FX Premium Program) 
Incentive Fee -20% 
Management Fee -2% 
(Fees are accrued and charged monthly) 
 
 

 

http://www.inmagine.com/dvs087/dvs087797-photo�
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Monthly Performance Record 
(Past performance is not necessarily indicative of future results) 

 
 

Credit Premium Program (CPP) 
Monthly Rates of Return 

**The single largest monthly draw-down in CPP was -15.91% since inception; Worst Peak to Valley in CPP -
15.91% in August, 2011 

Trading futures and options involves a substantial risk of loss.  Past performance is not indicative of future 
results. 

CPP - Client - 1 2011 2010 2009
January 3.57% 1.53% 7.10%
February 2.13% 0.87% 6.37%
March 1.28% -1.72% 4.52%
April 4.02% 1.17% 2.35%
May -1.86% 4.78% -6.46%
June -1.60% 2.51% 8.19%
July 0.08% -1.29% 0.81%
August -15.91% 2.08% -0.17%
September 2.26% -12.29% -2.07%
October -1.34% 2.21% 0.76%
November 5.55% -0.73% 3.64%
December 3.64% 0.98% 1.66%
YTD ROR -0.05% -0.96% 29.04%
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Monthly Performance Record 
(Past performance is not necessarily indicative of future results) 

 
Option Selling Strategy (OSS) 

Monthly Rates of Return 

**The single largest monthly draw-down in OSS was -51.35% since inception; Worst Peak to Valley in OSS -
51.35% in August 2011. 

Trading futures and options involves a substantial risk of loss.  Past performance is not indicative of future 
results. 

 

OSS - Client - 1 2011 2010 2009 2008 2007 2006
January 4.58% 5.21% 9.23% 3.88% 1.30% 4.40%
February 0.78% 2.97% 2.56% -1.15% 0.39% 3.10%
March -0.14% -0.90% 5.36% 2.37% -0.18% 4.20%
April 3.07% 1.50% 2.15% 3.34% 7.10% 3.20%
May 2.49% 6.74% -7.78% 2.42% 1.70% 9.40%
June 2.17% 4.52% 6.10% 2.86% 1.61% 3.70%
July 3.12% -4.98% 2.94% 2.91% 1.08% 0.50%
August -51.35% -1.82% -3.33% -1.24% 4.65% 14.00%
September 1.84% -13.88% 2.06% -4.36% -4.50% -1.81%
October -1.25% -1.66% 7.45% -26.30% -8.84% -1.66%
November 4.88% 4.07% 4.80% 2.80% 0.51% 1.72%
December 3.27% 0.89% 2.96% -8.67% 1.44% 7.28%
YTD ROR -37.93% 0.85% 38.91% -23.02% 5.53% 58.48%



18 

Monthly Performance Record 
(Past performance is not necessarily indicative of future results) 

 

FX Premium Program (FXPP) 
 

Monthly Rates of Return 

**The single largest monthly draw-down in FXPP was -7.00% since inception; Worst Peak to Valley in FXPP -
8.90% from February, 2011 – March, 2011. 

Trading futures and options involves a substantial risk of loss.  Past performance is not indicative of future 
results. 

FXPP - Client - 2011
January 0.53%
February -7.00%
March -1.90%
April 1.02%
May 2.87%
June 1.90%
July -1.53%
August -1.45%
September 2.39%
October -2.66%
November 0.80%
December 1.64%
YTD ROR -3.76%
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What Makes Our Strategy Unique 

 Multi market approach to option selling 
 

 Execute only in liquid commodity and equity index 
markets 

 

 Statistical advantage that most contracts will be 
profitable 

 

 Advantageous in that the underlying commodity price can 
move against us and the derivative contract can still be 
profitable 

 

 Diversification within financial futures and commodities 
to minimize risk  
 

(Past performance is no indication of future results. A buyer of options does limit his risk to the amount of 
the investment in the option.  The writer, or seller of options, takes on unlimited risk. There is no limit on 
how large the loss can be.  Losses can and will be the amount that the option is “in the money” at the time 
of expiration, should the option actually expire in the money.) 



Cotton Volatility Strategy, 
Open Interest, COT, 2011 
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Australian $ Strategy, 
Open Interest, COT, 2011 
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Radar Screen 
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Gold Skew 2011 
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Risk Management 
Solid practices with clients’ needs in mind 
 Pro-active monitoring and management of investments in 

relation to risk, return, capital requirements, and market 
directions and policies in place to adjust as needed 

 Conservative money exposure guidelines in place 

 Management Review 
 Analyze Liquidity and Leverage 
 Analyze Volatility 
 Consider and Account for Drawdown 

Factors 
 Fund-level Review 

 Review Fund Performance on a Daily 
Basis 

 Track Correlation Regularly 
 Measure and Minimize Exposure 
 Analyze Scenarios on a Monthly Basis 

 Fund-level Controls 
 Performed Only As Needed 
 Focused on Risk-reduction and Cost-

effectiveness 
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Opportunity to Enhance Overall Portfolio Returns 

Note: Investors should allocate to multiple asset classes, not necessarily 
multiple commodities within the same asset class 

Mt. Kemble Futures LLC. in combination with MF Global 
created the above graphic.  

Managers report their returns each month to BarclayHedge 
LTD, and the returns that go into the computation of the 
Barclay CTA index may not be audited.  
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Reliability & 
Responsiveness 

 
 Highly seasoned, experienced, competent and 

professional staff proactively managing the day 
to day investments 
 

 Timely, accurate, and thorough reporting to 
investors.  CTA accounts are separately 
managed. 
 

 FCI is a member of the NFA  
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    Reputation 
Proud to be a well-respected investment firm 

 
 Established relationships with major FCM’s and B/D 

firms: i.e. Goldman Sachs (GS), PFG, Vision, MF 
Global, BrokersXpress, ADM, Dorman 

 Ongoing established relationships and referral 
program with major Introducing Brokerage (IB) 
firms throughout the country 

 

 FCI Products are ranked nationally #1 & #10 
in 5 year annualized returns (YTD period 
ending November 2011), and #10 in 3 year 
annualized returns by Autumn Gold (YTD 
period ending  December 2011) under Net 
Premium Programs 

 These reports do not rank and report all 
available CTA investment opportunities. 
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         Reputation Cont’d 
 
 FII* was awarded “Inc. 500/5000” 

status for 2010, 2009 and 2008 
 
 FII received “Northern Virginia 

Small Business Success Story for 
2009” 

 FII was finalist for “2007 
Virginia Small Business Success 
Story of the Year” 
 

 FII received “Virginia Fantastic 
50” status for 2009, 2008 and 
2007 
 

*FII is a separate, but related entity. 
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            BarclayHedge 
 

 Barclays and Autumn Gold are ranking services to which we report. The report does not rank or represent all  
available CTA investment opportunities. 
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Autumn Gold 
Option Writers Ending Dec 2011 

A proprietary account is traditionally traded with non-client funds pursuant to the strategy 
of the programs being offered. The FCI OSS & CPP proprietary accounts began in July 2004 
& May 2006 respectively as a pool of about 70 investors with low transaction costs.  As of 
May, 2010, the proprietary account still includes Craig Kendall’s notionally leveraged 
account. 
Barclays and Autumn Gold are ranking services to which we report. The report does not rank 
or represent all available CTA investment opportunities. Past performance is not necessarily 
indicative of future results. 
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Top Traders of 2009 

Past performance is no indication of future results. Barclays performance is used as a source.  
Statistics were calculated since program inception from 492 traders. 
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Alternative Investment Strategy 
Summarized 

Strategy 
 Generate true alpha month after month 
 Not a trend following system 
 Inherit limitation of a pre defined maximum profit per contract 

 
Program Risks 

 Swan like events – i.e. one contract could “Blow Up” an account 
 Extreme specific volatility 
 Inherent risks associated with commodities 
 Inherent risks regarding liquidity of commodities and options 

 
Maximum Drawdown's 

 FCI’s drawdown in OSS (2008) 
 FCI’s recovery in OSS (2009) 
 FCI’s drawdown in CPP (2010) 
 FCI’s drawdown in FXPP (2011) 
 FCI’s drawdown in OSS (2011) 
 FCI’s drawdown in CPP (2011) 
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FAQ’s 
 Are alternative investments more risky than  
 traditional investments? 
 
 Can an investor lose more than their original investment? 
 
 What are the tax implications of alternative investments? 
 
 How many clients does FCI have? 
 
 Which types of accounts can I use for your  
 program? 
 
 How does notional funding potentially enhance risks and 

potential losses? 
 
 How do I get started? 
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We are a team of veteran employees with years of 
investment research experience and knowledge 
about the commodities, futures and equity 
markets. 

FCI Team 
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Contact Information 

Financial Commodity Investments 
462 Herndon Parkway, Suite 205 

Herndon, VA 20170-5233 
Fax: 703.787.0111 

 

Email Address: info@financialcii.com 
FCI Website:  www.financialcii.com  

We look forward to working with you to deliver, 

“Absolute Returns in an Uncommon Market” 

 

Craig B. Kendall   Phone: 703.435.2777 Ext. 102 
                            Email:  ckendall@financialii.com 
 
           

mailto:info@financialcii.com�
http://www.financialcii.com/�
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