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The Rubber Meets the Road

Equity markets were mixed last week. The S&P 500 was -0.6%, the Dow was -2.7%, and the NASDAQ was +0.7%. The
10-year U.S. Treasury note yield decreased to 3.484% at Friday’s close versus 3.511% the previous week.

The December Producer Price Index (PPI) was -0.5% month-to-month and core PPl (which excludes food, energy, and
trade) was +0.1% month-to-month. Year-over-year, PPl was +6.2% and core PPl was +4.6%. Both Food and Energy have
trended in a less inflationary direction, similar to the CPI report. The December Personal Consumption Expenditures
(PCE) Price Index is scheduled for release on Friday. This is the Federal Reserve’s preferred inflation indicator, and the
year-over-year core data is important to understanding the Fed’s leanings heading into the FOMC meeting on Jan
31st / Feb 1st.

Earnings reports start ramping up this week with 88 companies in the S&P 500 Index scheduled to report earnings. The
current consensus for fourth quarter earnings for the S&P 500 Index is a 2.9% decline in year-over-year earnings on
4.1% revenue growth. For full-year 2022, current consensus is 5.3% year-over-year earnings growth on 11.2% revenue
growth. The early look for full-year 2023 is a consensus expectation of 3.5% earnings growth on 2.1% revenue growth.

In our Dissecting Headlines section, we look at the January Effect in the stock market.

Financial Market Update

Weekly Return YTD Return Weekly Return ¥TD Return
S&P 500 Index -0.6% 3.5% Aggregate Bond Index 0.2% 2.7%
Dow Jones Industrial Average -2.7% 0.8% 113, Dollar Index -0.2% -1.5%
MASDAC 100 0.7% 6.2% WTI Crude il 1.8% 1.3%
Russell 2000 (Small Cap Index) -1.0% G.1% Gold 0.3% 5.6%
International Stocks (M3CI ex-LIS) 0.2% 7.4% Real Estate (LS REIT Index) 0.1% 6.0%

Sources: S&P Globsl Thom zon Reuters

Dissecting Headlines: January Effect

With the S&P 500 Index +3.5% year-to-date and the Russell 2000 Index of small cap stocks +6.1%, this month is shap-
ing up as a good example of the January Effect. This seasonal market trend states that the stock market tends to
trade higher in January and that small cap stocks typically outperform large cap stocks. From a market return basis,
the effect holds up with historical returns of 1.1% for the S&P 500 Index and closer to 2.0% returns for the Russell
2000 Index.

Several causes are typically cited for the January Effect. First, when tax loss selling occurs in December, there is a
possibility that those stocks are repurchased in January after the losses have been harvested. Second, some individu-
als may receive year-end bonuses or profit sharing contributions that are invested in January, adding to buying de-
mand. Third, at the beginning of the year, institutional investors and fund managers are more prone to take risks,
knowing they have time to make corrections if those risks don’t pan out. This can especially be the case with riskier,
less liquid small cap stocks. It can also be the case if those managers sold risky investments in December as a part of
year-end “window dressing”.

Given the steep market decline in 2022, conditions typically cited for the January Effect, especially among some
beaten-down stocks in the Russell 2000 and NASDAQ, were in place to fulfill the January Effect here in early 2023.
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NovaPoint Capital LLC (referred to herein as "NovaPoint" or "the Company") is registered with the SEC 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 document 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 requirements.

risk: The Company makes no representation, and it should not be d, that past i tment 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,
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Trademarks and copyrights: All trademarks, service marks, trade names, logos, and icons are proprietary to the Company. Nothing contained in this document 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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