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More Earnings on the Way

The S&P 500 Index had a muted week but then generated some excitement on Friday with earnings from banks such
as JP Morgan and Wells Fargo, an energy sector merger announcement with Chevron and Anadarko Petroleum, and
Disney’s announcement of its direct-to-consumer media service. The S&P 500 Index closed the week +0.5% higher.

The building calendar of company earnings releases continues in the coming week with more reports in the financial
and other sectors. Twenty-nine of the 500 companies have reported earnings quarter-to-date.

The minutes of the March Fed meeting leased this week showed that Fed has no immediate plans to return to a
Hawkish posture. This sets a constructive backdrop to help balance risks such as slowing economic growth. The mar-
ket has rebounded strongly from the fourth quarter 2018 decline. Friday’s S&P 500 closing level of 2,907.4 is +16.0%
YTD and not far below its closing high of 2,940.9 in September of 2018.

Factors impacting market direction over the next few weeks should be the impact of post-earnings stock moves in
larger companies in the indices, the progress of U.S.—China trade negotiations, and data points reflecting the health
of the economy.

Financial Market Update

Weekly Return  YTD Return Weekly Return  YTD Return
S&P 500 Index 0.5% 16.0% International Stocks (MSCI ex-US) 0.3% 13.3%
Dow Jones Industrial Average 0.0% 13.2% Aggregate Bond Index -0.1% 1.6%
NASDAQ 100 0.7% 20.5% U.S. Dollar Index -0.4% 0.0%
Russell 2000 (Small Cap Index) 0.1% 17.5% WTI Crude Oil 1.3% 40.7%

Sources: S&P Global, Thomson Reuters

Dissecting Headlines: Price-to-Earnings Ratio

We discussed Earnings Per Share in last week’s commentary. This week we use the EPS data point as a quick valua-
tion check with the Price-to-Earnings ratio, or PE ratio. The PE ratio is calculated by dividing a stock’s price by its
earnings per share. For example, a $25 per share stock price with earnings per share of $2.50 for the year would
have a 10x PE Ratio.

PE ratios can either be trailing for forward looking. Trailing PE is based on the previous four quarters of earnings and
forward PE is based on the upcoming four quarters of expected earnings. Using the original example, the $25 stock
that earned $2.50 per share over the past four quarters has a 10x trailing PE ratio. If that company is expected to
grow its earnings 10% to $2.75 over the next four quarters its forward PE ratio is 9.1x.

PE ratios can be used to compare the valuation of a stock to its own history (cheaper or more expensive than its his-
torical average), its peer companies (PE of Coca-Cola v. Pepsi, or Verizon v. AT&T), or to the market (the forward PE
of the S&P 500 is currently 17.0x for 2019). PE ratios have nuance when used for valuation decisions and we will cov-
er “relative valuation” in next week’s commentary.
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Do You Know Your Risk Number?

Individuals often classify their investment risk tolerance with dering why they are not able to achieve the returns they want.

adjectives such as "Conservative", "Moderate", or "Aggressive". . . . . .
J ! ! &8 We work with our clients to identify the risk they are comforta-

These can be highly subjective and may not correctly identify ble taking and balance it with the investment objectives they
the amount of risk someone is actually comfortable taking. are seeking to achieve.

One Moderate investor may feel uncomfortable if their portfo-  Take our complimentary risk analysis guestionnaire.

lio fell 5% while another may not feel uncomfortable until their
portfolio falls more than 10%.

While investors understand that the purpose of taking risk is to
achieve investment returns, they may not have a realistic sense
of how much risk is required to achieve a targeted level of re-

turn. In this case, they may not be taking enough risk and won-
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NovaPoint Capital LLC (referred to herein as "NovaPoint" or "the Company") is registered with the State of Georgia as an investment adviser, but registration does not imply any certain level of skill or training. The information
contained in this document has not been filed with, reviewed by or approved by any regulatory or self-regulatory authority.

Not an offer of advisory services or securities: This document is limited to the dissemination of general information about the services provided by the Company and is provided for informational purposes only. This docu-
ment is intended for residents of the United States only and the information contained herein does not constitute and should not be construed as an offering of advisory services or an offer to sell or solicitation to buy any
securities or other financial instruments in any jurisdiction in which such offer or solicitation, purchase or sale would be unlawful under the securities, or other applicable laws of such jurisdiction. Nothing contained in this
document constitutes tax, legal or investment advice. Responses to any inquiry which may involve the rendering of personalized investment advice for compensation or effecting or attempting to effect transactions in securities
will not be made absent compliance with state broker-dealer, investment adviser, broker-dealer agent or investment adviser representative registration requirements, or applicable exemptions or exclusions from such require-
ments.

t risk: The Company makes no representation, and it should not be assumed, that past investment performance is any indication of future results. Moreover, wherever there is the potential for profit there
also is the possibility of loss. Certain of the Company's strategies may involve investments that are illiquid, are subject to a substantial risk of loss and are not suitable for certain investors.
Limitation of liability: While the Company uses reasonable efforts to include accurate and up-to-date information in this document, errors or omissions sometimes occur. The Company makes no warranties or representations
as to the accuracy of this document. Opinions expressed herein are subject to change without notice. Under no circumstances shall the Company or any party involved in creating, producing, or delivering this document be
liable for any direct, incidental, consequential, indirect, or punitive damages that result from the use of the information contained in this document, even if the Company’s authorized representative has been advised of the
possibility of such damages. Applicable law may not allow the limitation or exclusion of liability or incidental or consequential damages, so the above limitation or exclusion may not apply to you.
Trademarks and copyrights: All trademarks, service marks, trade names, logos, and icons are proprietary to the Company. Nothing contained in this docume nt should be construed as granting, by implication, estoppel, or
otherwise, any license or right to use any trademark displayed in this document without the prior written permission of the Company or such third party that may own the trademarks displayed in this document. Your use of the
trademarks displayed in this document, or any other content in this document, except as provided herein, is strictly prohibited.
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