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Like most third quarters, 2021’s third quarter was lame-o for 
the U.S. stock market. No doubt poli cal figh ng and never-
ending-Covid news will dominate the fourth quarter, but the 
stock market may ignore it. Historically, the stock market has 
been the strongest in the fourth quarter. Maybe it’s the holi-
days, maybe it’s from a turkey high, or maybe it’s a self-
fulfilling prophesy, but whatever reason the stock market has 
usually been quite strong as the year closes out. In the last 20 
years, according to Bespoke Investment Group (BIG), the Dow 
Jones Industrials gained 4.5% in the fourth quarter vs. a cumu-
la ve 1.2% gain in the first three quarters combined.

The fourth quarter – like the end of spor ng events – is o en 
where the drama lies. Similarly, the third quarter is where the 
doldrums o en occur, making the fourth quarter’s perfor-
mance all the more refreshing. Below is a chart showing the 
S&P 500 return during a typical year. O en, a first quarter cor-
rec on is followed by a decent second quarter recovery, then 
by a flat third quarter, and finally a very good fourth quarter.

In the table to the right you can see the average fourth quar-
ter since 1990 has returned 4.7%, and the market has gone up 

81% of the me. Interes ngly, most of the bad fourth quarters 
were in elec on years, surrounding either mid-term or regular 
elec ons. The right hand column strips out the elec on years, 
showing that the stock market finished Q4 in a sour mood only 
once in a non-elec on year . Besides screwing up policy and 
laws, it appears poli cians screw up the stock market too! 

Besides going up more o en in non-elec on years, the S&P 
500 also had a higher return. In fact, non-elec on years’ aver-
age return of 6.59% is over 2X more than the average elec on 
year of 2.93%. Since 2021 is a non-elec on year, the economic 
reopening is con nuing, consumers are s ll spending, poli -
cians are doing more 
arguing than legis-
la ng, and Covid cas-
es/deaths seem to be 
slowing, 2021 could 
close out with a very
strong stock market. 
Get your popcorn, it 
might be a good show.

“Politics: “Poli” a Latin word meaning "many" and "tics" meaning "bloodsucking creatures".”

Robin Williams 
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Year Q4 Return Q4 Non-election 
years

1990 7.90%
1991 7.54% 7.54%
1992 4.29%
1993 1.64% 1.64%
1994 -0.74%
1995 5.39% 5.39%
1996 7.77%
1997 2.44% 2.44%
1998 20.86%
1999 14.54% 14.54%
2000 -8.09%
2001 10.29% 10.29%
2002 7.92%
2003 11.64% 11.64%
2004 8.73%
2005 1.59% 1.59%
2006 6.17%
2007 -3.82% -3.82%
2008 -22.56%
2009 5.49% 5.49%
2010 10.20%
2011 11.15% 11.15%
2012 -1.01%
2013 9.92% 9.92%
2014 4.39%
2015 6.45% 6.45%
2016 3.25%
2017 6.12% 6.12%
2018 -13.97%
2019 8.53% 8.53%
2020 11.69%
2021 ? ?

Average 
Gain 4.70% 6.59%

Percentage 
Positive 81% 93%

Source: Yahoo Finance, S&P 500 price return.



Por olio Updates

There are a lot of concerns: China’s debt shenanigans, China’s 
flexing of their military muscles, infla on, supply chain prob-
lems, oil prices, natural gas supplies, employment, unemploy-
ment, poli cal gridlock, ugly school board mee ngs, holiday 
gatherings poten ally paused, etc. Oh, and there is also mar-
ket vola lity and a pandemic s ll going on.

These concerns, plus untold others, are rippling through mar-
kets and causing vola lity in U.S. stock markets. Don’t fear 
vola lity, but instead consider it the price of admission to 
higher long-term returns on your equity or op on por olio. 

Stock markets are overdue for a correc on and you might  
expect a –10% haircut in the S&P 500. Market pullbacks can 
be unnerving, but have happened about 100 mes since I 
started in this business, and none have destroyed clients’ 
wealth who have a long-term outlook. For our equity por oli-
os, our focus on avoiding stocks with high “downside risk” 
characteris cs should serve us well through any choppiness, 
and addi onal vola lity can be beneficial to our op on over-
lays. Some people are unnerved by vola lity while others wel-
come it. It’s like the old golf saying, “Every pu  makes some-
body happy.” Through Q3, our por olios delivered solid re-
sults (see flipside). Highlights follow:

Dividend Growth & Income
Dividend payers, dividend raisers, and growing companies are 
what we buy and own. There have been no new purchases 
since last month’s le er. Once we get through earnings sea-
son we’ll reevaluate. We are happy with the por olio’s blend, 
earnings and dividend growth rates, and fundamentals. The 
composite’s return of 14.9% through September beat both 
the two popular indices that many ETFs track, Dividend 
Achievers (+10.3%) and Dividend Aristocrats (+12.8%). 
Bulls of the Dow
Ten stocks with the best “downside risk” scores from the thir-
ty Dow Jones Industrials (DJIA). The October rebalance had  
Dow, IBM, and Proctor and Gamble come back in. 
IntelliBuilD Growth™
33 posi ons, growth stocks from Investor’s Business Daily’s 
lists. Penske Auto (PAG) joined the por olio in September. As 
of Q3 the composite is compe ve (see back). 

Outlier Growth
Stocks with very large buy-side volume over previous months, 
then filtered by growth and downside-risk scores. It’s an ec-
lec c blend of big and small companies. Holdings have good 
fundamentals, technicals, and recent unusually high volume.
Covered Call
We exclusively buy individual stocks with low downside risk 
scores, sell calls on them, and hope to get called out. This be-
comes a consistent forced por olio refresh. It has worked 
well. The proof is in the pudding on the flipside.
Real Estate Income and Growth
In 2021, REITs have been as hot as a cket to a Harry Styles 
concert. At +22.1%, this was our best year-to-date performing 
por olio through September. Income + diversifica on + “they 
ain’t making any more of it” = our REIT por olio.
Preferred Income
Preferred stocks have just kept paying dividends. Nothing’s 
guaranteed, but our por olio’s 5% dividend yield paid during  
the last 12 months sounded like cha-ching, ching, ching, 
ching, ching, ching, ching, ching, ching, ching, ching, ching. 
Preferreds s ll offer quality income poten al, in our opinion. 

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 September at +11.6%, 2021 is by far 
our best year ever for Put Income. Currently, market vola lity 
has faded a bit which may suppress put premiums, cash-flow, 
and realized gains in Q4. Regardless, 2021 has been solid.

Index Income - The goal is to manufacture cash from vola lity 
over a long period of me; addi onal cash in an account over-
and-above other returns earned by the underlying account. 
Think of it as stacking two returns into one por olio. Over the 
last 5-years we’ve annually added over 4% net-of-fees cash-
flow to accounts by selling credit spreads on the S&P 500 in-
dex. The last 12 months have been pre y easy, sort of like a 
pro golfer pu ng from 3 feet, but when the inevitable market 
pullback comes we’ll just work harder and sharpen our aim.

      
     2020 & 2021

We’re pre y stoked that again CNBC named Sheaff Brock as one of the top 100 financial advisors in America.
Unlike a lot of these lists, we did not pay to be listed, and only 0.3% of advisors made the cut. Here is how they pick them:  This analysis 
started with an ini al list of 38,302 RIA firms. Through a process, the list was eventually cut to 749 RIAs, those firms mee ng CNBC’s pro-
prietary criteria culled from the firm’s filings with the Securi es and Exchange Commission. Weighted categories further ranked the 
firms, ul mately crea ng the list of the top 100. Data points included: SEC compliance, years in the business, number of employees,  ra-

o of professionals to total employees, assets under management, total accounts under management, number of states where the RIA is 
registered, country of domicile. Please read the full disclosure on page 1.
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INNOVATIVE portfolios® Performance^

Style (as of 9/30/2021) (Average Annual) (%) Year to Date 1 Year 3 Year 5 Year 10 Year

Fixed 
Income

Preferred Income Gross 2.93 8.78 6.96 5.14 6.33

Preferred Income Net 1.97 7.43 5.66 3.85 5.03

Growth & 
Income

Covered Call Income Gross 12.75 26.42 10.08 10.91 11.59

Covered Call Income Net 11.71 24.85 8.73 9.54 10.22

Dividend Growth & Income Gross 15.99 35.11 10.86 13.78 13.41

Dividend Growth & Income Net 14.94 33.45 9.51 12.39 12.02

Real Estate Income & Growth Gross 23.17 41.16 12.32 - -

Real Estate Income & Growth Net 22.07 39.46 10.97 - -

Growth IntelliBuilD® Growth Gross 16.25 33.76 16.69 18.08 -

IntelliBuilD® Growth Net 15.19 32.11 15.28 16.65 -

Bulls of the Dow Gross 8.67 14.66 11.57 17.64 -

Bulls of the Dow Net 7.67 13.23 10.20 16.20 -

Outlier Growth Gross! 16.31 !11/1/2020 inception. Short-term returns may

Outlier Growth Net! 15.24 be unreliable vs. long-term.

Option 
Overlay

Index Income - Cash Flow Gross* 5.77 8.99 6.53 5.62 -

Index Income - Cash Flow Net* 4.79 7.64 5.21 4.31 -

Index Income Total Return Gross 4.61 8.22 4.26 4.07 -

Index Income Total Return Net 3.63 6.88 2.98 2.79 -

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

Large-Cap S&P 500® 15.92 30.00 15.99 16.90 16.63

30 Giant Stocks Dow Jones Industrial Average 12.12 24.15 11.00 15.68 14.72

Mid-Cap S&P MidCap 400 15.52 43.68 11.08 12.97 14.72

Covered Calls CBOE S&P 500 BuyWrite 12.61 21.10 4.15 6.95 8.42

Fixed Income Bloomberg Barclays US Aggregate Bond (1.55) (0.90) 5.36 2.94 3.01

Sheaff Brock® Performance^

Style (as of 9/30/2021) (Annual) (%) Year to Date 2020 2019 2018 2017

Option 
Overlay

Put Income - Realized Gain Gross* 11.64 0.78 8.50 2.98 6.90

Put Income - Realized Gain Net* 10.70 (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® 15.92 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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