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The year 2022 may be remembered as the seventh worst year 
for investors in U.S. stocks and the worst year in history for 
bond investors as measured by the 10-year Treasury.

This leads some people to think inves ng in capital markets is 
akin to going to a casino, when in fact it’s the exact opposite 
as long-term odds of success are favorable to the investor.

Unlike a casino, the odds increase the longer you are at the 
table. The old saying that inves ng success is not from 
“ ming” the market but from “ me-in” the market is evident 
from the above chart. Trading and market ming decreases 
the odds of success. As Buffe  quipped, “Successful inves ng 
takes me, discipline, and pa ence. No ma er how great the 
talent or effort, some things just take me: You can't produce 
a baby in one month by ge ng nine women pregnant.”

Not only have the odds improved, but the amount of poten al 

loss has decreased over longer periods of me. The long-term 
average return from the stock market is between 9 and 10% 
(the golden number in the below chart), but interes ngly the 
annual return from the S&P 500 is rarely between those num-
bers. In fact only three mes since 1928 has the S&P 500 re-
turned between 9 and 10%. Over short me frames returns 
from stocks are manic depressive, but as you can see in this 
chart, the longer the holding period, the smaller the spread.  

Using the “imperfect” formula in the Buffe  quote at the top 
of the le er, the expecta on of a 5-year investment in the 
S&P 500 would be between +33.2% and –2.2% with an 89% 
chance of making money, vs. a 15-year holding returning 
+18.2% to –0.1% with 99.8% chance of making money. Profit 
odds get be er and be er with me, discipline, and pa ence. 

Losses are not fun. But, new capital invested a er drawdowns 
generally enjoy higher dividend yields, be er valua ons, and 
most importantly, higher expected forward returns. The good 
news is the down years in the past have turned out to be won-
derful opportuni es for long-term investors. No one knows 
the ming or magnitude of poten ally higher expected re-
turns, and of course  there are no guarantees, but the odds of 
a good result have improved now vs. this me last year. 

One thing that gives us hope for a sooner-than-later improve-
ment in the stock market is the Ci  Panic/Euphoria model 
which is reported every week in Barron’s. It is composed of 
several inputs like NYSE short interest, margin debt, volume, 
sen ment surveys, put/call ra os, and commodi es prices. 
The higher the model, the more investors are euphoric, with 
lower expected stock returns going forward. Low values, par-

cularly below zero, suggest investors have panicked and 

“Take the probability of loss times the amount of possible loss from the probability of gain times the amount of possible gain. That is 
what we're trying to do. It's imperfect but that's what it's all about.” 

Warren Buffett

Publication: 1/24/2023
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HHEY!! 
Got your attention. Do you watch our 

monthly portfolio update Zoom meetings? 
You should. If not live, watch the recording.



higher forward re-
turns are expected. 
As you can see to the 
right, the S&P’s annu-
alized return when 
the model was below 
zero is +16.9%.

On January 8th, the 
indicator was way
below zero, and at a 
level only seen 5 oth-
er mes in the last 30 
years, all of which 
were great buying 
opportuni es. Maybe 
this me is different 
and forward returns 
will be poor. Maybe. 
But don’t bet on it. 

Por olio Updates, 
Year-end 2022
Dividend Growth & Income
Dividend paying stocks had a rela vely good year; s ll down, 
but about half as much as the S&P 500. We will soon reinvest 
in stocks from our tax harves ng ETF swap. 

Bulls of the Dow
The Energizer Bunny por olio (or Timex watch if you’re old 
like me). Although down a smidge in 2022, the Bulls beat the 
Dow Industrials (7 of 10 calendar years now) and S&P 500. 

IntelliBuilD Growth™ and Outlier Growth
33 growth stocks. Even great growth stocks with strong fun-
damentals were punched in the face in 2022. Prices are lower, 
so forward returns could be ________? (fill in the blank)

Covered Call
Call op on cash-flow, ge ng called forcing cash raising, and 
wai ng for opportuni es allowed our composite to stay 
ahead of the S&P 500 and its benchmark (by losing less).

Real Estate Income and Growth
REITs have been unfairly pummeled and walloped, in our 

opinion. REITs historically provided: #1 rising income, #2 po-
ten al capital growth, and #3 some infla on protec on.

Preferred Income
At the end of 2022, the ICE preferred stock index represented 
by PFF hit a low only seen twice before, about a week during 
the Covid selloff and during the ‘08-’09 meltdown. Two mes.

Put Income and Index Income Overlay
The strategy objective is to manufacture cash-flow in exchange for the investor ac-
cepting some additional volatility. Option overlay products are  ± additive in re-
turn to other investments held in an account, and may not be appropriate for all 
investors. Realized gains and losses can be inconsistent. These are long-term strat-
egies and may not produce gains over the short-term. Remember, we aren’t tax
advisers. So, if you have specific tax concerns you’d best call your own tax person.

Put Income - 2022 was a tough year. Cash-flow was posi ve  
from selling index and equity puts, but rolling puts created 
realized losses. When prices recover those may become gains.

Index Income - Goal = manufacture cash-flow from vola lity 
over a long period of me. Simple. 2022’s cash-flow crea on 
was OK especially since we’ve been rolling spreads for a year. 
Rolling op ons usually creates less cash flow and realized 
losses, which was true in 2022, but could flip in 2023.
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HEY! 
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. Tips for this month:

REPEAT: Markets are s ll down and prices are lower making 2023 an a rac ve year for Roth conversions. If you’d like to weigh the 
pros and cons, please reach out to us and we’ll be happy to run some illustra ons to help you make the most informed decision.

The SECURE 2.0 Act has officially been signed into law. Here are items that may impact you:
The age for Required Minimum Distribu ons increases to age 73 in 2023 and to age 75 in 2033.
The penalty for missing an RMD drops from 50% to 25%, or even 10% if corrected in a mely manner.



INNOVATIVE portfolios® Performance
Style (as of 12/31/2022) (Average Annual) (%) Inception Date Year to Date 1 Year 3 Year 5 Year 10 Year Inception

Fixed 
Income

Preferred Income Gross 10/1/2011  (15.26)  (15.26)  (1.63)  0.91  3.40  4.15 

Preferred Income Net 10/1/2011  (16.33)  (16.33)  (2.84)  (0.34)  2.12  2.87 

Benchmark ICE BofA Core+ Fixed Rate Pfd Index  (20.71)  (20.71)  (4.20)  (0.12)  3.30  4.66 

Growth & 
Income

Covered Call Income Gross 9/1/2010  (10.23)  (10.23)  6.45  6.52  8.46  8.47 

Covered Call Income Net 9/1/2010  (11.32)  (11.32)  5.15  5.21  7.12  7.14 

Benchmark CBOE S&P 500 BuyWrite Index  (11.37)  (11.37)  1.26  2.73  5.71  6.30 

Dividend Growth & Income Gross 7/1/2005  (8.83)  (8.83)  7.83  8.13  10.98  9.40 

Dividend Growth & Income Net 7/1/2005  (9.95)  (9.95)  6.51  6.81  9.62  8.06 

Benchmark Dow Jones U.S. Select Dividend Index  2.31  2.31  8.89  8.38  11.92  10.84 

Real Estate Income & Growth Gross 5/1/2017  (21.62)  (21.62)  3.36  5.92  -  5.87 

Real Estate Income & Growth Net 5/1/2017  (22.59)  (22.59)  2.11  4.63  -  4.58 

Benchmark Dow Jones U.S. Select REIT Index  (25.96)  (25.96)  (1.37)  2.50  -  2.96 

Growth IntelliBuilD® Growth Gross 10/1/2013  (19.38)  (19.38)  8.94  9.31  -  10.24 

IntelliBuilD® Growth Net 10/1/2013  (20.38)  (20.38)  7.62  7.98  -  8.89 

Benchmark S&P 500® Index  (18.11)  (18.11)  7.66  9.42  -  11.45 

Bulls of the Dow Gross 2/1/2013  (5.65)  (5.65)  6.03  10.44  -  13.70 

Bulls of the Dow Net 2/1/2013  (6.79)  (6.79)  4.73  9.09  -  12.30 

Benchmark Dow Jones Industrial Average Index  (6.86)  (6.86)  7.32  8.38  -  11.76 

Outlier Growth Gross 11/1/2020  (28.58)  (28.58)  -  -  -  0.47 

Outlier Growth Net 11/1/2020  (29.50)  (29.50)  -  -  -  (0.77)

Benchmark Russell 3000 Index  (19.21)  (19.21)  -  -  -  8.36 

Option 
Overlay*

Index Income - Cash Flow Gross** 7/1/2016 3.43 3.43 6.18 5.75 - 5.61

Index Income - Cash Flow Net** 7/1/2016 2.18 2.18 4.93 4.50 - 4.36

Index Income Total Return Gross 7/1/2016 (9.03) (9.03) 1.22 2.55 - 3.00

Index Income Total Return Net 7/1/2016 (10.28) (10.28) (0.03) 1.30 - 1.75

Market Indicator S&P 500® Index (18.11) (18.11) 7.66 9.42 - 11.78

Sheaff Brock® Performance
Style (as of 12/31/2022) (Average Annual) (%) Inception Date Year to Date 1 Year 3 Year 5 Year 10 Year Inception^^

Option 
Overlay^

Put Income - Realized Gain Gross^ 11/1/2016 (11.69) (11.69) 0.04 2.20 - 2.95 

Put Income - Realized Gain Net^ 11/1/2016 (12.94) (12.94) (1.21) 0.95 - 1.70

Market Indicator S&P 500® Index (18.11) (18.11) 7.66 9.42 - 12.09

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