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MARKET UPDATE

By JOSEPH SROKA, CFA, CMT

Tariff Concerns Weigh on Markets

The pending impact of tariffs and trade policy have injected
fear into equity markets and caused a selloff late in the first
quarter that has continued early into the second quarter. For
the first quarter, the S&P 500 Index declined 4.3%, the
Nasdaq 100 Index declined 8.1%, and the Dow Jones Indus-
trial Average declined 0.9%.

The three top performing sectors during the quarter were
Energy, Health Care, and Consumer Staples. The three bot-
tom performing sectors were Consumer Discretionary, Tech-
nology, and Communication Services.

The tariffs implemented over the past month have created a
great level of uncertainty to global economic growth. Starting
with the initial tariffs on Canada, Mexico, and China, the ac-
tions have now grown to tariffs on automobiles, aluminum
and steel, and a minimum 10% tariff on other nations with
several nations seeing much higher rates.

Several countries have already expressed interest to enter
into trade negotiations to haver the tariffs removed, but
those will likely take time to resolve. It is unknown how long
the current tariff policy will last and how it will resolve over
time. In the interim, the main concern is the severity of the
economic impact, and that remains unknown. The situation
is very fluid and announcements occupy the financial news
every day.

The Federal Reserve continues its wait and see approach to
the policies of the Trump administration. While Fed Chair-
man Jerome Powell views current monetary policy as mod-
estly restrictive, the Fed it has not indicated any need to alter

1Q25 Return 2025 YTD
S&P 500 Index -4.3% -4.3%
Dow Jones Industrial Average -0.9% -0.9%
NASDAQ 100 -8.1% -8.1%
Russell 2000 (Small Cap Index) -9.5% -9.5%
International Stocks (MSCI ex-US 5.4% 5.4%

Sources: S&P Global, FactSet

the interest rate policy from its March meeting. That could
potentially change if the tariffs have a significant impact on
economic growth and employment. The concern of tariffs
accelerating inflation is a key factor keeping the Fed patient
on policy decisions.

The tariff policy uncertainty and resulting market decline has
pushed investor sentiment to extreme negative levels. The
recent American Association of Individual Investors senti-
ment index survey for April 2nd indicated that only 21.8% of
respondents were Bullish, 16.3% were Neutral, and 61.9%
were Bearish. The Bearish sentiment well above the histori-
cal average of 31.0% and the highest seen since March
2009 during the global financial crisis. Extreme sentiment,
positive or negative, can often be a contrarian indicator and
markets are often higher several months later.

The first quarter earnings reporting season has just begun.
Investors will pay close attention to companies updating their
outlooks for the year based on the impact of the tariffs. Earn-
ings for the S&P 500 Index for the quarter are expected to
grow 7.0% year-over-year with revenue growth of 4.2%. Full-
year 2025 earnings are expected to grow 11.3% with reve-
nue growth of 5.4%. We would not be surprised to see earn-
ings growth retrench some for the year.

Our investment strategies are well-diversified across sectors
and themes to include strategies focused on Dividend
Growth stocks, Real Estate Investment Trusts (REIT), Power-
Utility-Grid stocks, and Growth stocks. We favor high-quality
stocks across all our strategies.

1Q25 Return 2025 YTD
Aggregate Bond Index 2.6% 2.6%
U.S. Dollar Index -3.9% -3.9%
WTI Crude Oil -0.3% -0.3%
Gold 19.0% 19.0%
Real Estate (US REIT Index) 0.9% 0.9%
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What to do if you can’t file your taxes by Apri
If you are unable to file your taxes by the April 15th deadline,
there are still several courses of action that can help save you
money on interest and penalties.

File for an Extension

As long as you file for an extension of your return by April
15th, you can get six more months to get the return filed. It is
important to note that an extension to file is not an extension
to pay. Any taxes owed when you do eventually file the return
would be subject to late payment penalties and interest
charged on the taxes due. To qualify for the extension, it must
be postmarked or filed electronically by April 15th.

Estimate and Pay What You Owe

Even if you re not able to file the return on time, you can still
make income tax payments. We can help you make a reason-
able estimate on the taxes you may owe. By making this pay-
ment you can avoid late payment penalties (0.5% per month)
and interest on unpaid taxes (approximately an 8% annual
rate compounded daily). Even if you underestimate, you will
save some money by having a higher portion of your tax bill
paid by the April 15th deadline.
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If You are Getting a Refund

If the IRS owes you money, there is no penalty if you file late.
You must file within three years to claim the refund

If You are Unable to Pay

Don’t avoid filing your taxes if you think you are unable to pay
your taxes. File as soon as possible and work with the IRS to
set up as payment plan.

If You have Several Years of Unfiled Taxes

If you have not filed or paid taxes over a multi-year period,
please contact a tax professional immediately. The sooner
these outstanding are resolved, the sooner you can stem the
damage and work toward resolving any payments due to the
IRS.

We can Help

If you need help filing an extension, calculating estimated tax
payments, or any other tax related issues, please let us know:
Contact Us

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 cor-
rectly identify the amount of risk someone is actually comfort-
able taking.

One self-described Moderate investor may feel uncomforta-
ble if their portfolio fell 5%, while another may not feel un-
comfortable until their portfolio falls more than 20%.

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 lev-
el of return. In this case, they may not be taking enough risk
and are left wondering why they are unable to achieve the
returns they are targeting.
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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.
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BUSINESS RETIRE

, By ALAN J. CONNER
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What Employers Should Understand on 401(k)’s

Plan Design & Setup: Flexibility with Responsibility

Employers have a lot of flexibility when it comes to designing
a 401(k) plan that suits their workforce, but each choice has
long-term implications. Your plan design affects employee
participation, company costs, and legal compliance. A poorly
designed plan can lead to low engagement or high adminis-
trative headaches.

Key decisions include whether new employees are eligible
immediately or after a waiting period, offering matching con-
tributions, and the vesting schedule for employer contribu-
tions.

Plan types include the traditional 401(k), the Safe Harbor
401(k) which avoids some testing requirements in exchange
for required matching, and the Roth 401(k) which provides
an after-tax contribution option.

Fiduciary Responsibility & Compliance

As a plan sponsor, you are a fiduciary, which means you are
legally required to act in the best interest of plan partici-
pants. You can hire third-party administrators or advisors,
but you can’t outsource fiduciary duty.

You need to choose and monitor investment options prudent-
ly, keep fees reasonable and transparent, make timely con-
tributions and deposits, and comply with IRS and Depart-
ment of Labor (DOL) regulations.

Failing in your fiduciary duties can result in penalties, law-
suits, and plan disqualification. Even small oversights (like
late deposits of employee contributions) can trigger DOL in-
vestigations.

Testing & Discrimination Rules

Plans must pass IRS-mandated nondiscrimination tests to
ensure they don’t unfairly favor highly compensated employ-
ees (HCEs) over non-HCEs.

These can include ADP Test (Actual Deferral Percentage)
which compares average contributions of HCEs vs. non-
HCEs, ACP Test (Actual Contribution Percentage) which com-
pares employer matching or after-tax contributions, and a
top-heavy test which ensures that the plan isn’t dominated
by key employees.

Safe Harbor 401(k) plans automatically satisfy some testing

rules by meeting contribution and notice requirements.

If your plan fails testing, HCEs may be forced to refund some
contributions—not a good look for company morale or reten-
tion.

Costs & Fees (To You and Your Employees)

There are several cost layers to a 401(k), and as a sponsor,
you should understand what you (and your employees) are
paying for. Common costs include startup/setup fees,
recordkeeping and administration, investment fees (expense
ratios), and advisor or consultant fees.

Some costs are paid by the employer and others may be
passed on to employees via fund fees or plan-level charges.

High or hidden fees can reduce employees’ retirement sav-
ings and expose you to fiduciary risk. The DOL requires you
to periodically benchmark fees and ensure they’re reasona-
ble.

Engagement & Communication Drives Participation

The best plan in the world won't help if your employees don’t
understand or use it. Clear, frequent, and simple communi-
cation is critical.

Ways to boost participation include offering auto-enroliment
(with opt-out) to get more employees started, auto-escalation
to gradually increase contribution rates, access to financial
education and investment advice, and a highlight employer
match and compound growth benefits.

Higher participation improves test results, employee reten-
tion, and morale. Plus, employees with solid retirement bene-
fits are less stressed and more productive.

Tax Benefits for Employers

Offering a 401(k) isn’t just good for your team—it can help
your bottom line. You get tax deductions for matching contri-
butions. Small businesses may qualify for up to $5,000 in
tax credits/year for startup costs (up to 3 years). You can
also deduct administrative costs.

Contact Us
Please reach out if we can help: Contact Us
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Spring Bacon and Asparagus Pasta

Ingredients
8 0z pasta (penne or farfalle)

4 - 6 slices of bacon, chopped

1 bunch of asparagus, cut in 2-inch
pieces

1 cup frozen peas

2 cloves garlic, minced

Zest of 1 lemon and juice

1/2 cup grated Parmesan

Salt and black pepper, to taste

2 tablespoons of unsalted butter
Olive oil or pat of butter

Fresh parsley or basil for garnish

Instructions:

Cook the pasta according to package
directions. Reserve about 1/2 cup of
pasta water before draining.

While pasta cooks, cook bacon in a
large skillet over medium heat until
crispy. Remove with a slotted spoon and Garnish with fresh herbs and more
set aside. Leave a bit of the bacon fat in

the pan.

Taste and season with salt & pepper.

Add asparagus to the skillet, sauté 2-3
minutes until bright green and tender-
crisp. Add garlic and sauté for 1 more
minute.

Toss in the peas, and cook for 1-2
minutes until heated through.

Add drained pasta, bacon, and a splash
of the reserved pasta water. Stir to com-
bine.

Add lemon zest, juice, and Parmesan.
Mix well. Add a little more water or olive
oil if it looks dry.

Financial Planning

We are now offering financial and estate planning services to NovaPoint clients. If you would be interested in taking a
deep dive on your finances, please let us know and we can schedule an initial consultation with one of our financial plan-
ning specialists. You can learn more about the scope of our financial planning services here: NovaPoint Financial Planning

Follow our Weekly Market Commentary

Each Monday, we publish our Weekly Market Commentary on the NovaPoint website highlighting important financial and
investment issues for the week. You can find it on the News dropdown menu or at https://novapointcapital.com/blog/

If you’'d like to receive the blog each week via email, please subscribe here: SUBSCRIBE

NovaPoint Team Roster

Alan J. Conner

President
aconner@novapointgroup.com
404-596-8935

Samantha Whitford

Operations & Accounting Manager
swhitford@novapointgroup.com
404-507-6224

Mallorie Nordahl

Accounting Clerk
mnordahl@novapointgroup.om
404-534-4580

Joseph Sroka, CFA, CMT
Chief Investment Officer
jsroka@novapointgroup.com
404-941-8910

Frederick Wright, CFA
Managing Director
fwright@novapointgroup.com
404-920-8574

Larry Dixon, EA

Tax Managing Director
Idixon@novapointgroup.com
404-445-8334

Meghan Hoover

Investment Associate
mhoover@novapointgroup.com
470-942-5783

Amber Ludemann

Client & Financial Operations Manager
aludemann@novapointgroup.com
404-282-3674

Chelsea Castanza

Accounting Clerk
ccastanza@novapointgroup.com
678-397-71913

Blake McDaniel

Investment Associate
bmcdaniel@novapointgroup.com
470-378-7263

Visit our website: www.novapointcapital.com
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