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Above are some of history’s best investors. They earned this 
dis nc on over their life me, by following their convic ons 
with dogged determina on. Each of their approaches differed 
from the other, because there is no one way of inves ng that 
is the “best”. Graham was the king of value inves ng, Lynch 
was all about growth, Bogle was an index guy, Soros and Icahn 
wouldn’t touch an index, Buffe  invests in a few companies he 
knows, while Templeton was a foreign and emerging market 
proponent. Each of them followed their par cular methodolo-
gy with passion, but none were “tac cal” or market mers.

Even though their paths to success differed drama cally, why 
were they successful, when so many others fail?

Below is a study from Dalbar, a company that studies investor 
behavior by tracking cash flows in and out of mutual funds. 

They have been doing this same study for years, and the result 
is always the same. Timers, or tac cal investors, underperform 
by huge margins, year a er year. The main reason for this 
poor showing is because fearful retail investors try to “ me 
the market”. They tend to get spooked and pull out near mar-

ket bo oms, and put money back in stocks when they feel 
confident, when stocks have recovered in price. In general, 
retail investors lack convic on in their process, or their advi-
sor’s process, and bail out at the wrong me.

Investor legends NEVER freak out when the market, or a com-
pany they know and love, sells off. They don’t freak out and 
sell, they s ck with it or buy more! They’re not tac cal or m-
ers. Great investors s ck to their discipline. ALWAYS. 

Predic ng the Stock Market
When you are in the business we are in, it is common for a 
friend or rela ve to ask if it is a good me to be in the stock 
market. Normally the ques oner is expec ng a yes/no, binary 
answer.  They are looking for a market ming predic on into 
the future. It is fla ering to the ego that others believe we 
have any ability at all to gauge future returns, or maybe they 
are just trying to start conversa on. 

With a commodity like gold, a binary ques on is legi mate. 
Last month, we wrote about gold and how it is a terrible long-
term investment.  Gold has only gained about 35% since the 
early 1980s, when I started as a stockbroker. Forty years ago 
this month, gold was at $1300 and now gold is priced at 
$1759, only 35% higher over 40 years. My binary answer to 
whether it is a good me to be in gold is always NO.

But, when it comes to the stock market, the answer isn’t yes 
or no. Over long periods of me, say 15 years, the answer is 
always yes. Even over 5-year periods, the yes answer will usu-
ally be correct. Over short dura ons, say 1-year, the accuracy 
of a yes/no predic on is not much be er than a coin-flip.

We are generally stock-market bulls because we take a long 
view. In September of 1981 the S&P 500 was at 120, and to-
day it is at 4465. Through all of the global tumult over the last 
40 years the American stock market has risen 37 fold! Why 
wouldn’t a person be long-term bullish on stocks? Instead of 
$1759, gold would have to be at $48,000 to equal that!

“The only problem with market-timing is getting the timing right.”
Peter Lynch 
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Have a friend, adult child, or rich 
uncle who might like to receive 
this monthly letter? Let us know 

and we’ll add them to the list.
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There is a lot of talk that stocks are overvalued because P/E’s 
are high, COVID is s ll a threat, supply chains are screwing up 
the economy, China’s clamping down, and pro-
posed tax law changes may hurt investors. What 
will stocks do in the next year? Coin-flip. With all 
the headwinds there is no reason for a strong 
stock market. But, guess what? We feel it is best 
to be invested. The reason being is that 3, 5, and 
10 years from now, the odds are very, very good 
that the stock market should be much higher.

Por olio Updates

As this is being wri en, China’s debt concerns 
are rippling through markets and causing a pull-
back in U.S. stock markets. The average annual correc on for 
the S&P 500 over the last 40-years is –14%, and so far in 2021 
we’ve only had a –4% one. We have stated in this newsle er, 
and in our monthly por olio conference calls, that our stock 
markets are overdue for a correc on, and to expect a –10% 
haircut in the S&P 500. So, this might be the start. But, be-
cause of the strength of corporate earnings, any correc on 
should only be a haircut, and not  a buzz cut. Through August, 
our por olios delivered solid numbers (see last page) and we 
feel our focus on avoiding stocks with high “downside risk” 
characteris cs should serve us well through any choppiness. 

Dividend Growth & Income
Dividend payers, dividend raisers, and growing companies are 
what we buy and own. Recently, we added CVS Health (CVS) 
to the por olio. A strong dividend, low P/E, and solid analyst 
targets bode well for the stock. The por olio’s total return is 
bea ng the S&P 500 through August. Not too shabby.
Bulls of the Dow
Ten stocks with the best “downside risk” scores from the thir-
ty Dow Jones Industrials (DJIA). October - rebalance month.
IntelliBuilD Growth™
33 posi ons, growth stocks from Investor’s Business Daily’s 
buy lists. The por olio sports very “growthy” characteris cs. 
The most recent buys: Autona on (AN) and Avantor (AVTR).

Outlier Growth
Stocks with very large buy-side volume over previous months, 
then filtered by growth and downside-risk scores gain entry 

into the por olio. Currently, the por olio includes giants like  
Alphabet and Facebook, as well as smaller companies like Re-

volve, Progeny, and Bruker. All of the holdings 
have good fundamentals, technicals, and high 
ins tu onal volume.
Covered Call
Unlike many covered-call managers, we exclu-
sively buy individual stocks and hope to get 
called out of it. This becomes a bit of a constant 
por olio refresh by forcing us to sell a stock at a 
price we’re happy with, and likewise buying a 
new stock at a price we think is fair. It has 
worked well...look on the back at the perfor-

mance vs. the CBOE Buy/Write index. As Charlie Sheen said, 
“WINNING!”
Real Estate Income and Growth
REITs have been hot, making this our best year-to-date per-
forming por olio through August. Dividends beat bonds too.
Preferred Income
Preferred stocks just keep on chugging along compared to 
most other fixed income offerings. Preferreds are s ll one of 
the few places you might earn around 4+% income.

Put Income and Index Income Overlay
The strategy objective is to manufacture cash-flow in exchange for the investor ac-
cepting some additional volatility in their existing portfolio. Our hope is to create 
incremental income/capital gains on top of another portfolio by selling index put 
credit spreads or put options on equities. Option overlay products are additive in 
return to other investments held in an account, and are not appropriate for all inves-
tors. Realized gains and losses can be very inconsistent. These are long-term strate-
gies and may not produce capital gains over the short-term. 

Put Income - Through August, 2021 is going very, very well for 
Put Income. Although a market haircut might force us to roll-
out some posi ons, an elevated VIX should boost put premi-
ums, and poten ally boost cash-flow. And at the end of the 
day, in my opinion, it’s all about cash-flow. 

Index Income - The goal is to manufacture cash from vola lity 
over a long period of me. That’s it. And the cash generated is 
in addi on to the returns earned in the underlying por olio. 
Over the last 5-years we’ve annually added 4.29% net-of-fees 
cash-flow to accounts. Just like Put Income, a market haircut 
might force us to roll-out posi ons, but higher put premiums 
could boost cash-flow. And a er all, I’m all about cash-flow. 

Tiffany’s Financial Planning Tips!  Tiffany VanHook serves our clients as a financial planner and estate specialist. Tiffany 
has many years of experience providing high-net-worth families financial and estate planning services. Every month we share 
a planning p or two:

There are several tax proposals making their way through Congress right now. We don’t know which, if any, will get signed into law, eve-
ryone should pay a en on to avoid missing out on valuable planning opportuni es!

The $11.7M estate tax exemp on is on the chopping block under Bernie Sanders’ “For the 99.5 Percent Act”. Sanders’ Act proposes 
to slash the estate tax exemp on down to $3.5M per person, while simultaneously slashing the life me gi  tax exemp on to $1M.

Several Democrats have co-sponsored the Sensible Tax and Equity Promo on (STEP) Act, which aims to eliminate the step-up in cost 
basis that beneficiaries currently receive when they inherit property.
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I can't recall ever once having 
seen the name of a market 
timer on Forbes' annual list of 
the richest people in the 
world. If it were truly possible 
to predict corrections, you'd 
think somebody would have 
made billions by doing it. 

Peter Lynch



INNOVATIVE portfolios® Performance^

Style (as of 8/31/2021) (Average Annual) (%) Year to Date 1 Year 3 Year 5 Year 10 Year

Fixed 
Income

Preferred Income Gross 2.99 9.18 6.57 4.93 -

Preferred Income Net 2.03 7.82 5.27 3.64 -

Growth & 
Income

Covered Call Income Gross 17.28 30.31 11.96 11.86 10.39

Covered Call Income Net 16.19 28.69 10.58 10.48 9.04

Dividend Growth & Income Gross 22.63 40.28 12.90 14.89 13.47

Dividend Growth & Income Net 21.51 38.56 11.52 13.49 12.08

Real Estate Income & Growth Gross 30.67 45.05 13.04 - -

Real Estate Income & Growth Net 29.50 43.31 11.68 - -

Growth IntelliBuilD® Growth Gross 20.33 34.23 17.51 18.42 -

IntelliBuilD® Growth Net 19.23 32.58 16.09 16.98 -

Bulls of the Dow Gross 13.74 18.64 14.18 18.68 -

Bulls of the Dow Net 12.69 17.16 12.78 17.23 -

Outlier Growth Gross! 22.56 !11/1/2020 inception. Short-term returns may

Outlier Growth Net! 21.44 be unreliable vs. long-term.

Option 
Overlay

Index Income - Cash Flow Gross* 5.10 8.86 6.41 5.60 -

Index Income - Cash Flow Net* 4.12 7.51 5.09 4.29 -

Index Income Total Return Gross 5.28 9.00 4.54 4.30 -

Index Income Total Return Net 4.30 7.64 3.25 3.01 -

Index Returns (Average Annual) (%) Year to Date 1 Year 3 Year 5 Year 10 Year

Large-Cap S&P 500® 21.58 31.17 18.07 18.02 16.34

30 Giant Stocks Dow Jones Industrial Average 17.04 26.77 13.33 16.58 14.51

Mid-Cap S&P MidCap 400 20.30 44.77 12.18 13.74 13.90

Covered Calls CBOE S&P 500 BuyWrite 14.58 23.20 4.76 7.33 8.21

Fixed Income Bloomberg Barclays US Aggregate Bond -0.69 -0.08 5.43 3.11 3.18

Sheaff Brock® Performance^

Style (as of 8/31/2021) (Annual) (%) Year to Date 2020 2019 2018 2017

Option 
Overlay

Put Income - Realized Gain Gross* 11.21 0.78 8.50 2.98 6.90

Put Income - Realized Gain Net* 10.28 (0.47) 7.25 1.73 5.65

Returns for the Put Income strategy are presented from the period (annual) after the strategy was no longer sub-advised.

Index Returns (Annual) (%) Year to Date 2020 2019 2018 2017

Large-Cap S&P 500® 21.58 18.40 31.49 (4.38) 21.83

Performance data quoted represents past performance.  Past performance does not guarantee future results. 
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