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Benchmarks: The S&P 500 Index is a market capitalization‐weighted index comprised of the 500 stocks with the largest market capitalizations trading in the United States. This is not a managed portfolio and does not reflect the deduction of fees or expenses; returns include dividends. The Barclays US Aggregate Bond Index is a broad-based benchmark that measures the investment grade, US dollar-denominated, fixed-rate taxable bond market in the United States, including Treasuries, government-related and corporate securities, mortgage backed securities, assetbacked securities and CMBS (agency and non-agency). The CBOE S&P 500 Buy-Write Index (BXM) is a passive total return index based on buying an S&P 500 stock index portfolio, and
selling the near-term S&P 500 Index (SPX) covered call option, generally on the third Friday of each month. The SPX call will have about a one month expiration, with an exercise price just
above the prevailing index level, slightly out of the money. The BXM Index does not take into account significant factors such as transaction costs and taxes and, because of factors such as
these, investors should be expected to underperform passive indexes. The BXM Index represents a hypothetical buy-write strategy. DB Commodity Index Tracking Fund (DBC) The PowerShares DB Commodity Index Tracking Fund seeks to track changes in the level of the DBIQ Optimum Yield Diversified Commodity Index Excess Return™ plus the interest income from the
Fund's holdings less the Fund's expenses. The Fund is designed for those who want a convenient way to invest in commodities. The Index is composed of futures contracts on 14 of the most
heavily traded and important physical commodities in the world. The Fund and the Index are rebalanced and reconstituted annually in November. The Alternative portfolio is a commodity centric
portfolio of ETFs and mutual funds whose constituents’ profits are highly sensitive to general commodity prices. It may perform differently than DBC since the composite does not hold futures
contracts. Indexes are unmanaged and unavailable for direct investment. Benchmark returns include reinvestment of income, but do not reflect taxes, or other fees that would reduce performance. Performance information of benchmark indexes is included for comparison purposes only. Two general types of benchmarks are provided.. The first type is a well-known and widelyrecognized index, such as the S&P 500 Index (described previously), and the Barclays US Aggregate Bond Index (described previously). These types of indices are not selected to represent an
appropriate benchmark, but rather to allow for comparison of a composite’s performance to that of a well-known and widely recognized index. The second type of index is a narrowly-focused
(NF) index selected on one or more characteristics, such as asset class, style or strategy, geographic area, or sector, for example, similar to characteristics of a composite. Although a NF index
may have characteristics similar to those of a composite, actual composite holdings will differ significantly from the securities that comprise an index. Consequently, use of a NF index does not
indicate that a composite will achieve returns, volatility or other results similar to those of the index. The composition of a NF index will not reflect the manner in which a composite is constructed
in relation to investment holdings, Portfolio guidelines, restrictions, sectors, correlations, concentrations, volatility or tracking error targets, all of which are subject to change over time. Comparison of a narrowly-focused index to a composite must be limited to the similar characteristics. Clients should NOT expect performance comparable to a narrowly-focused index in an actual
account. (continued below)
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Any portfolio returns mentioned are composite total returns, and are net of fees and commissions. There is the chance that market conditions or portfolio performance may deteriorate in the
future, and clients may experience real capital losses in their managed accounts. Portfolios are compared to the performance of various indices although the portfolio, which contains much
fewer positions, may not reflect the securities making up these indices. None of the indices may be an appropriate comparison index as our managed accounts may own companies not
represented in the benchmarks. All clients of SBIA who desire to participate in option transactions receive the option disclosure document, titled Characteristics and Risks of Standardized
Options, which outlines the purposes and risks of option transactions. Despite their many benefits, options are not suitable for all investors. Individuals should not enter into option transactions
until they have read and understood the risk disclosure document which can be obtained from their broker, any of the options exchanges, or OCC. All investment strategies carry risk, and
transactions in options may carry a high degree of risk. Options derive their value from underlying equities or indices, and the derivative value is directly related to the underlying security, thus
they carry many, if not more, of the same risks as the underlying equity or index. Sellers of options should familiarize themselves with the type of option (i.e. put or call) which they contemplate
trading and the associated risks. You should calculate the extent to which the value of the options must increase for your position to become profitable, taking into account the premium and all
transaction costs. Selling ("writing" ) an option generally entails greater risk than purchasing options. Although the premium received by the seller is fixed, the seller may sustain a loss well in
excess of that amount. The seller will be liable for additional margin to maintain the position if the market moves unfavorably. Standstill option yield is calculated by dividing the aggregate
annual option time decay by the aggregate account values. The yield is reflected gross of management fees. There were no other strategies employed to obtain the results portrayed other than
those strategies disclosed in the SBIA ADV or other disclosure brochure. SBIA provides this Newsletter for general informational and educational purposes, and where appropriate, to assist in
explaining the portfolios and composites. It is not investment advice for any person. Information is obtained from sources SBIA believes are reliable, however, SBIA does not audit, verify, or
guarantee the accuracy or completeness of any material contained therein. The statements and opinions reflect the judgment of the firm, and along with the information from third-party sources
and calculations, are made on the date hereof and are subject to change without notice. SBIA does not assume liability for any loss that may result from reliance by any person upon any
material in this Newsletter. Clients or prospective clients are directed to SBIA’s Form ADV Part 2A and to one or SBIA's representatives for individualized information prior to deciding to
participate in any portfolio or making any investment decision. SBIA does not provide tax advice. Clients are strongly urged to consult their tax advisors regarding any potential investment. Past

performance does not guarantee future results, there is always a possibility of loss.
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“Whenever I hear people talk pessimistically about this country, I think they're out of their mind...the
Dow Jones Industrial Average will be over 1,000,000 in 100 years." - Warren Buffett

The U.S. Stock Market...History Says it Could Go Much Higher
The U.S. stock market has been running like a jackrabbit for
quite some time. The Dow Jones Industrial Average (DJIA) has
advanced 6000 points in the last year alone! Just 11 months
ago, in this newsletter sent February of 2017, we tooted our
own horn in our Dow-20,000-“told-you-so”-issue; we reminded
readers that when the DJIA was at 10,000 we had written that
it would hit 20,000 before 2020. Here we are at 26,000 today.
The gains have been YUGE! (warning: fake news)
We did a study to examine if recent gains are really that extraordinary, to see if the last few years have been better than
average. And more importantly, how about the last 10-years,
or 20-years; how did they stack up? Actually, when compared
to various periods over the last 50 years, gains have been more
“meh” than “yuge”. To do this we took the December 31st closing price of the S&P 500 index every year for the last 50 years,
and then calculated the total price gain over trailing multi-year
periods (table in the next column). What we learned surprised
us. In a nutshell, from 1967 through 2017:





There were 48 3-year periods; 24 of them were better than the
last 3-years ending in 2017. Last 3-years...average.
There were 41 10-year periods; and 23 of them were better than
the last decade. The last decade was significantly worse than the
average and median decade.
There were 31 20-year periods; and the 20-year period that just
ended was the third-worst in the last half-century!

Over the last 3 and 10-years, the returns for the S&P 500 have
been lame at best. Over the trailing 20-years, returns have
been pitiful. Several studies of returns over the last 120 years
have illustrated 15 to 17-year cycles of stock market returns
that have alternated between great and flat cycles. You can see
it in the table with the S&P 500 treading water from the late
1960s through the early 80s, then blasting off 10-fold from the
early 80s through the late 90s, treading water from the late 90s
to about 2012, and then accelerating since 2012. Maybe we
are only 5-years into a 15-year run. Maybe this cycle won’t see
a 10-fold gain like the 80s and 90s, but why not a 4 to 6-fold
gain? That would put the DJIA between 50,000 to 80,000 a decade from now, closer to Buffett’s DJIA 1,000,000!
For a full table go to http://sheaffbrock.com/monthly-newsletters.

TOTAL PRICE GAIN OF S&P 500 INDEX OVER VARIOUS PERIODS
Date

S&P 500 Close

12/29/1967
12/31/1968
12/31/1969
12/31/1970
12/31/1971
12/29/1972
12/31/1973
12/31/1974
12/31/1975
12/31/1976
12/30/1977
12/29/1978
12/31/1979
12/31/1980
12/31/1981
12/31/1982
12/30/1983
12/31/1984
12/31/1985
12/31/1986
12/31/1987
12/30/1988
12/29/1989
12/31/1990
12/31/1991
12/31/1992
12/31/1993
12/30/1994
12/29/1995
12/31/1996
12/31/1997
12/31/1998
12/31/1999
12/29/2000
12/31/2001
12/31/2002
12/31/2003
12/31/2004
12/30/2005
12/29/2006
12/31/2007
12/31/2008
12/31/2009
12/31/2010
12/30/2011
12/31/2012
12/31/2013
12/31/2014
12/31/2015
12/30/2016

96.47
103.86
92.06
92.15
102.09
118.05
97.55
68.56
90.19
107.46
95.10
96.11
107.94
135.76
122.55
140.64
164.93
167.24
211.28
242.17
247.08
277.72
353.40
330.22
417.09
435.71
466.45
459.27
615.93
740.74
970.43
1229.23
1469.25
1320.28
1148.08
879.82
1111.92
1211.92
1248.29
1418.30
1468.36
903.25
1115.10
1257.64
1257.60
1426.19
1848.36
2058.90
2043.94
2238.83

Trailing 3
Years

Trailing 10
Years

Trailing 20
Years

-4.5%
-1.7%
28.2%
5.9%
-32.8%
-23.6%
10.2%
38.7%
6.6%
0.4%
42.8%
27.5%
30.3%
21.5%
36.5%
50.2%
46.8%
47.7%
31.4%
45.9%
33.6%
50.2%
23.3%
41.3%
10.1%
41.4%
58.8%
111.3%
99.6%
98.3%
36.1%
-6.6%
-40.1%
-15.8%
5.6%
41.9%
27.6%
21.2%
-27.6%
-21.4%
-14.4%
39.2%
27.9%
47.0%
63.7%
43.3%
21.1%

-1.4%
-7.5%
17.2%
47.3%
20.0%
19.1%
69.1%
143.9%
134.3%
125.4%
159.8%
189.0%
227.4%
143.2%
240.3%
209.8%
182.8%
174.6%
191.5%
205.9%
292.8%
342.6%
315.7%
299.8%
175.3%
101.9%
138.4%
163.9%
102.7%
91.5%
51.3%
-26.5%
-24.1%
-4.7%
9.5%
62.1%
66.2%
69.9%
63.7%
57.9%

156.1%
167.4%
283.9%
258.4%
308.6%
269.1%
378.2%
569.9%
582.9%
589.3%
920.4%
1179.0%
1261.2%
872.5%
836.8%
525.6%
574.2%
624.7%
490.8%
485.7%
494.3%
225.2%
215.5%
280.8%
201.5%
227.3%
296.3%
348.3%
231.8%
202.2%

12/29/2017
2673.61
29.9%
82.1%
175.5%
Median Gain of all Periods
29.0%
102.7%
348.3%
Average Gain of all Periods
26.1%
120.1%
459.1%
Periods in green indicate trailing periods better than those ending in 2017

Disclaimer for the table on the previous page: Data source is Standard and
Poor’s and Yahoo/Finance. Return data is price only and does not include
dividends. Sheaff Brock Investment Advisors, LLC (SBIA) provides this information for general informational and educational purposes. It is not investment advice for any person. Information is obtained from sources SBIA believes are reliable, however, SBIA does not audit, verify, or guarantee the
accuracy or completeness of any material contained therein. The statements
and opinions reflect the judgment of the firm, and along with the information
from third-party sources and calculations, are made on the date hereof and
are subject to change without notice. SBIA does not assume liability for any
loss that may result from reliance by any person upon any material. Past
performance does not guarantee future results, there is always a possibility
of loss.

Portfolio Updates
2017 was a very good year for most investors. Sheaff Brock’s
portfolios delivered really solid performances, with most of
them beating their benchmarks. Compared to competitive
offerings, it might have been the best across-the-board year
we have ever had. We are quite sure that 2018 will not be a
repeat of 2017’s low-volatility, straight-up stock market. But,
given good corporate earnings, the tax-law tailwinds, and global economic strength, 2018 should be a decent year for investors. Mid-term elections and Fed activity are the wildcard.
Dividend Growth & Income
Our flagship and largest (in assets) equity strategy had a great
2017 earning a total return 22.2% net-of-fees. As a comparison, our benchmark, the Dow Jones Select Dividend Index,
was up 15.4% during the same period. It was the strategy’s
best year since 2013. We outperformed mostly because we
had more in the good sectors of healthcare, technology and
industrials, and less in the underperforming sectors of utilities
and telecom. In 2017 we added 10 stocks in 8 different sectors. The portfolio is fully invested in 25 stocks, has exposure
to 10 of the S&P 500’s 11 sectors (no utility stocks right now),
sports a low beta of 0.9 and carries an average dividend yield
of 2.7%. This portfolio is managed as a group effort, and the
effort paid off!
IntelliBuilD Growth™
This is our growth portfolio based on Investors Business Daily’s IBD 50 and New America stock lists. IntelliBuilD takes great American growth stocks and then applies a value
screen to find 33 growth stocks with the
lowest “downside risk” characteristics. IntelliBuilD had a great year and returned
25.5% net-of-fees vs. 21.8% for the S&P 500
and 16.2% for the S&P Mid-cap 400. Of the
33 stocks, about half of them were purchased in the last year. The portfolio has
estimated earnings growth higher than the
S&P 500, but has an average P/E less than

Since January 1st, we have been
operating with recorded phone lines
to ensure accuracy
of instructions from
clients. Recorded
lines are pretty
much the standard
in many industries
these days, and
after a few weeks
this has turned out to be no big deal.

the market, and the average composite rating by William
O’Neil & Co. is 93 (out of 100). A solid “A” average in every
respect, thus the name IntelliBuilD.

Bulls of the Dow
Last year was a great year for the Bulls, in fact their best ever.
The Bulls was our standout portfolio and returned 34.0% netof-fees, which stampeded (by 1200 basis points) the S&P 500
return of 21.8%, over the same period. The beauty of the
Bulls of the Dow is simplicity, a portfolio consisting of the 10
lowest-risk stocks (as determined by our research data) of the
30 that make up the Dow Jones Industrials, rebalanced 4
times per year. It turns out “low risk” can correlate with higher return, which was certainly the case in 2017. In January
2018, two companies were sold and two new added, which is
the typical turnover.
35/20
At the end of 2017’s third-quarter, we incubated a new
growth portfolio which owns 20 stocks, initially purchased
under $35 per share, and all of them with the low downside
risk attributes we use in our other portfolios. These are mostly small and mid-cap stocks. Just out of the starting blocks the
strategy had a nice start earning 6.0% net-of-fees in the 4th
quarter of 2017. This compares to 6.3% for the Mid-Cap 400
index and 3.9% for the small-cap 600 index. Its is still early,
but was a decent start.

Knowledge Builder webinars touch
on various subjects and only last 30
minutes or so. Watch the recording
of previous Knowledge Builders on
our website. Invites to live webinars
are by email. You might learn something, really you might, and who
doesn’t want to learn?

Covered Call
During the last quarter of 2017, Wally Taggart, the strategy’s manager, spooled up the
turbocharger and brought the total return of
the Covered Call composite up to 14.3%
gross and 13.0% net-of-fees for the year.
This compares to the Morningstar Option
Writing (XR) category gain of 9.1% and the
CBOE S&P 500 Buy-Write Index gain of 13%
during the same period. In exchange for
higher income, the stocks in the composite
have their appreciation capped by the covered call option. If 2018 is choppier and
flatter than 2017, this could be the winner,
winner, chicken dinner portfolio of 2018.

Preferred Income
Preferred equities did exactly what they were supposed to
do in 2017. With JR Humphreys at the helm, the composite
had a nice year with a total return of 8.8% gross and 7.5%
net-of-fees. The Bloomberg Barclays US Aggregate Index
gained 3.5% during the same period. This year JR added
more fixed-to-floating preferreds and began buying a few
$1000-par institutional preferreds. Most market gurus think
the tax law will benefit the banks, which in turn could benefit
their preferred stocks.
Real Estate Income and Growth
This REIT portfolio started April 30th and currently owns 20
REITs with an average dividend yield between 4 and 5%. It is
designed to pay a decent income, have a rising income, and
perhaps gain some growth of capital. For the eight months of
2018 our composite returns were 3.6% gross and 3.1% net-of
-fees. This compares to the index return of 3.8% during the
same period. Rising interest rates have thrown some cold
water on the group in 2018, but the tax law was a net positive to the group (plus a real estate guy is in the Oval Office).
Alternative
Emerging markets and commodities threw a one-two punch
and gave the Alternative strategy its best year ever. Several
strategist types we respect are preaching that commodities,
metals, and materials may be the big story of 2018.

The following option overlay products are intended to be additive in return to
other investments held in an account, and are not appropriate for all investors. Historically, the cash-flow from overlays has been positive from year-toyear. However, realized gains and losses are very inconsistent. These are
long-term strategies and may not produce capital gains over the short-term.

Put Income Overlay
Last year was the best year for realized gains this strategy
has ever had. We continue to add index credit-spreads on
the SPDR® S&P 500 ETF (SPY) in accounts, as well as reworking some in-the-money positions by adding new positions
with a much higher statistical probability of expiring for a
gain. A slew of deep in-the-money positions (we lovingly call
problem children) have been reworked. About a half-dozen
remain, although the recent move up in commodity and retail stocks helped dramatically. David Chapin and Seth Hickle,
our in-house traders, did a great job squeezing 6.8% gross
and 5.5% net-of-fees in 2017. Being an overlay, this is difficult to compare to an index, but as a comparison the S&P
500 returned 21.8% during the same period. Early results in
2018 look very good too. Patience was rewarded.
Index Income Overlay
A simple overlay using three put option credit-spreads on the
SPDR® S&P 500 ETF (SPY), staggered monthly, one spread
expiring per month. Since inception, the spreads have all expired. A low VIX has made for lower yields (about half of
where they were a year ago). But, the total return was still
additive to the underlying collateral’s return, so the strategy
did its job.

If you have any questions or comments regarding this letter, including any portfolio or composite, please contact our Chief Compliance Officer,
Audrey Kurzawa at audreyk@sheaffbrock.com; you can also reach her, or any other Sheaff Brock representative, at 317-705-5700.
Style
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Performance Update
Portfolio

2017

2016

2015

2014

2013

2012

2011

2010

Preferred Income - Preferred stocks

7.48

1.66

5.22

14.02

-4.57

9.11

High Yield Bond

5.23

11.63

-7.32

-1.93

8.78

15.38

3.99

15.93

Covered Call Income - Quality stocks & covered calls

12.98

6.24

-1.20

6.39

Dividend Growth & Income - Dividend paying stocks

22.19

11.22

-7.17

5.20

22.04

10.14

-11.57

36.47

12.46

5.80

2.52

7.63

11.18*

Real Estate Income & Growth - REITs/real estate stocks

3.15*

IntelliBuilDTM Growth - IBD growth stocks

25.48

-2.71

Bulls of the Dow - 10 stocks of the Dow Jones 30 Indus.

33.97

9.65

1.14

12.42

30.05

7.83

Alternative - Metals, foreign currencies, commodities

17.51

4.37

-8.25

-4.23

-0.70

9.02

-7.74

-9.17

0.56

3.97

16.94

*4/30/17 inception date

Put Income - Overlay of short equity puts

5.53

0.26

Index Income - Overlay of unleveraged put credit spreads

2.71

3.67*

S&P 500

21.83

11.96

*9/30/13 inception date

*5/31/16 inception date

Index
1.38

13.69

32.39

16.0

2.1

CBOE S&P 500 Buy/Write

13.00

7.06

5.24

5.64

13.26

5.20

5.72

Barclays Aggregate Bond

3.54

2.65

0.55

5.97

-2.15

4.2

7.8

DB Commodity Index Tracking Fund (NAV Total Rtn.)

5.12

18.50

-27.41

-28.18

-7.57

3.31

-2.71

15.1
6.5

Composites include all fully discretionary, management fee-paying and non-management fee-paying accounts. Composite performance consist of all client accounts that are
at least 80% invested in the strategy. Returns are presented net of management fees and all trading expenses, and the reinvestment of all income. Put Income results are
only realized gains and Index Income reflects the total return of only the option overlay. Net-of-fee results were calculated using actual management fees. Actual advisory
fees and transaction fees will vary depending on, among other things, the portfolio, account size, and activity. Fees are described in SBIA’s ADV Part 2A. *Denotes partial
year, with note reference. Prior to October 1, 2015 Preferred Income was sub-advised by Trust Investment Advisors, Indianapolis, IN. Please see additional disclaimers on
the next page.

