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MARKET UPDATE

By JOSEPH SROKA, CFA, CMT

After a strong start for 2021, the major stock averages
cooled in the third quarter. Volatility in the pace of improve-
ment in the labor market, persistence of COVID-19, and ris-
ing inflation gave reason for investors to question whether
the economy was ready to move beyond the pandemic.

The labor market continues to improve, albeit a unevenly
from month to month. One of the issues for the lumpy im-
provement is a mismatch between available positions and
available workers. This may be due to geography, skill set,
interest, and other factors. Additionally, as many companies
returned to the workplace post-COVID, they found employees
that elected to seek other employment with more flexible
home versus office accommodations. August saw the highest
level of workers quit their jobs since the data on that statistic
has been collected.

Unemployment is lower...
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Supply chain disruptions both in imports and domestically
have slowed some areas of the economy. The restart of pro-
duction to meet demand for a post-COVID economy caused
shortages ranging from input materials, such as semiconduc-
tors and lumber, to finished goods, such as automobiles and
houses.

3021 Return 2021 YTD Return

S&P 500 Index 0.6% 15.9%
Dow Jones Industrial Average -1.5% 12.1%
NASDAQ 100 1.1% 14.6%
Russell 2000 (Small Cap Index) -4.4% 12.4%
International Stocks (MSCI ex-US) -3.7% 4.5%

Sources: S&P Global, Thomson Reutsrs /¥ TD Returns through &/30/2021

With inflation above the Federal Reserve’s 2% target rate
and improvement in the labor market, conditions have
reached an appropriate level for the Fed to begin removing
the accommodative monetary policy put in place at the out-
set of the COVID-19 pandemic. It should being reducing its
monthly bond purchasing (“tapering”) in November, and
eventually start to increase its short-term target interest rate
from its current 0% to 0.25% range sometime in the second-
half of 2022.

...Inflation is higher
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Shated areas indicate U S, recessions Source: U'S. Bureau of

Corporate earnings continue their rebound from the COVID-
induced recession. Third quarter earnings reporting is under-
way and earnings for the S&P 500 Index are expected to
grow 34.8% year-over-year. This growth rate should subside
as the economy moves on to tougher comparisons in 2022
versus 2021.

Our equity holdings are well diversified across sectors. We
favor high-quality stocks with a demonstrated track-record of
increasing dividends as we believe they are more durable
through economic cycles, while the growth of the dividends
can help offset the impact of inflation.

3021 Return 2021 YTD Return

Aggregate Bond Index 0.1% -1.3%
U.S. Dollar Index 1.9% 4.8%
WTI Crude Qil 2.1% 54.6%
Gold -0.7% -74%
Real Estate (US REIT Index) 0.2% 20.1%
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That Time of Year

“Thinking well to be wise: planning well, wiser: doing well, wisest and best of all.” -Malcolm Forbes

It's that time of year again! Football is back, the weather is
cooling, and the holidays are approaching. It is also a great
time to look ahead and start planning for 2022. This is espe-
cially true of factors that could change as the calendar turns.

We evaluate year-end planning in several categories. The first
is goals-based and revolves around lifestyle, employment,
and income. Do you anticipate any changes to your income or
lifestyle in 2022, such as job change, retirement, or moving?
Are there any other factors that might effect your funding
needs, time horizon, or investment goals?

The next category revolves around the calendar. What needs

to be done before the New Year? One obvious example is tax
planning. Evaluating current and next year income can inform
whether it makes sense to execute planning techniques such
as a Roth conversion or backdoor Roth contribution.

Additionally, the outcome of tax legislation could have an im-
pact. President Biden’s tax plan would raise income tax for
those earning over $400,000 from 37% to 39.6%. Another
proposal increases the long-term capital gains rate for those
earning over $1 million from the current rate of 20% to as
high as the ordinary income tax rate of 39.6%, although con-
sensus suggests this is likely to settle at closer to 30%. It is

worth monitoring the progress of legislation, then planning
and acting based on developments. It may be beneficial to
accelerate long-term capital gains or defer appreciated stock
gifts depending on which tax changes pass, if any.

Informed by the first two planning categories, the last catego-
ry is portfolio management. It may be beneficial to rebalance
or re-allocate investment portfolios based on life circumstanc-
es and financial considerations such as taxes.

Stay the Course, but Know your Course First.

Contact us for a complimentary year-end planning checklist:

2021 - WHAT ISSUES SHOULD | CONSIDER BEFORE THE END OF THE YEAR?

Do You Know Your Risk Number?

Individuals often classify their investment risk tolerance with
adjectives such as "Conservative", "Moderate", or
"Aggressive".

These can be highly subjective and may not correctly identify
the amount of risk someone is actually comfortable taking.

One self-described Moderate investor may feel uncomfortable
if their portfolio fell 5% while another may not feel uncomfort-
able until their portfolio falls more than 15%.

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 return. In this case, they may not be taking enough risk
and are left wondering why they are not able to achieve the
returns they are targeting.

We work with clients to identify the level of risk they are com-
fortable taking and balance it with the investment objectives
they are seeking to achieve.

Follow this link to take our complimentary risk analysis ques-
tionnaire.

Whvat’s Your Risk Number?
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By ALAN J. CONNER

Retirement Planning to-do list for 2021

With just a few months left in 2021, now is the time to make
those final contributions to reduce your taxes for this year
and maximize after-tax savings for the years ahead.

Maximize your 401k Contribution

You still have time to make sure you have maximized your
401k contributions. Check your most recent statement or log
on to your plan custodian to make sure you are on track,
otherwise, increase your contribution rate to make sure you
hit the $19,500 (plus $6,500 catch up if you are over 50
year old).

Backdoor Roth and Mega Backdoor Roth Legislation

There is currently legislation pending in Washington that
could bring an end to the practice of converting after-tax con-
tributions to Roth accounts. If this legislation passes, any
after tax contributions to IRA or 401k accounts will need to
be converted by December 31, 2021. This adds an addition-
al layer of urgency if this is an integral part of your retirement
planning. While we do not know whether this will come to
pass, given the fact that Washington is so closely divided and
we have additional budget and debt negotiations in Decem-
ber, this could be on the negotiating table.

If you would like to take advantage of a making a Backdoor
Roth contribution, now is the time to make the contribution.
If you have not done this in the past, please reach out and
we can walk you through the process.

Plan Sponsors

Plan sponsors should consider a year-end plan review to look
at:

Plan Goals and Objectives - While the purpose of a plan is to
help employees save for retirement, some other goals in-
clude tax advantages for plan sponsors along with the ability
to recruit and retain employees. Make sure the features of
your plan are such that you can accomplish your specific
goals and objectives.

Plan Design - Plan design should take into consideration the
goals and objectives of the plan, but also any features that
may be requested by employees. These might include loan
provisions, Roth contributions, and even a brokerage ac-
count option. While there are typically additional costs relat-

ed to including various features, we can help you strike the
best balance to build the plan that works for you and your
employees.

Retirement Plan Committee and Training - As the sponsor of
a plan, you are a fiduciary, and as such, you have obligations
to both the plan and the participants. Make certain that on
at least an annual basis, you have a committee that meets to
review the plan thoroughly. You will also want to make sure
that the members of the committee are trained to know what
questions to ask and what to look for. If this is not some-
thing you have in place, let us know and we can help.

Terminated Participants - Depending on the size of your
plan, removing terminated employees who have less than
$5,000 in the plan could reduce the scope of your annual
plan audit, or even eliminate the need all together.

Regardless of the size of your plan, or the number of partici-
pants, our goal is to help you make sure you have the right
plan for your business. Call us to set up a time to either help
structure a plan for you, or review your existing plan.

Welcome Tim Benbow

Tim Benbow has joined the firm as a Managing Director
and Portfolio Manager. With over 15 years of experience
in the investment industry, Tim brings to NovaPoint a wide
breadth of industry knowledge and experience. Tim is a
Certified Financial Planner (CFP) and can add this valua-
ble service to clients.
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Bacon S’mores
Try this simple treat at your next tailgating party or sitting by the fire pit

Ingredients (per serving) Directions

e 2 graham crackers Cook bacon to desired wellness.

e 2 pieces milk chocolate bars Toast marshmallow over fire.

e 1 piece cooked bacon Assemble according to preference.
We like the bacon between the choco- ¥

e 1 marshmallow .
late and marshmallow Courtesy of Add a Pinch
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Each Monday, we publish a report on the NovaPoint
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at https://novapointcapital.com/blog/
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/k N Ova POInt manage investment portfolios for individuals, family offices, businesses

CAPITAL LLC . . . o S
and their retirement plans, nonprofit organizations, and institutions.

Visit our website: www.novapointcapital.com
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