
 

COMPASS POINTS WWW.THEROSEIM.COM 

 

Com pas s  
Po in t s  

1

 
Headlines 

We found the following head-
lines in the same edition of a Wall 
Street Journal publication in early 
May.   

“May: go away and save the day.” 

“May: stay and harvest the hay.” 

Each headline was followed by 
an article arguing that you should 
execute the advice rendered in the 
headline: sell everything in May 
and wait out the summer or, stay 
‘in’ the market and harvest the 
good results in Autumn. There 
were plausible arguments for both 
contradictory positions. 

Later in the month we encoun-
tered an article that discussed how 
computers are being used to gener-
ate text in news publications.  It 
described a process beginning with 
real people who wrote headlines or 
article titles.  Then computers gen-
erate text for the article based on 
keyword searches and data mining.  
Later an editor cleans up the text. 

Strangely, that makes sense 
out of a great deal of what we read 
in the financial press.  In our view, 
good, fact based, opinion free 
journalism is getting harder and 
harder to find. 

 

 
Computer Science: Inter-
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net Risks & Rewards 

An academician writing about 
teaching computer science at the 
college level cited the obvious ad-
vantage of rapid, inexpensive ac-
cess to vast quantities of data.  In a 
nutshell, this is a primary benefit 
of the internet most of us use daily.  
It is easy and inexpensive to find 
answers to lots of questions. 

He wrote that there was a pro-
portionate risk imbedded in this 
benefit.  More often than not, our 
‘searches’ for information become 
an effort to confirm something we 
are already inclined to believe.  
The very mechanisms that execute 
our searches tend to direct us to the 
sources, answers and information 
that confirm our inclinations. 

This academic argued that the 
need for training in critical think-
ing has never been greater. 

 

“Golden Flannel” Award 
(circa 2012) 

Lucy Kellaway’s column in the 
Financial Times periodically be-
stows a “Golden Flannel” award 
on noteworthy individuals in the 
corporate community who meet 
her standards for COC or ‘Chief 
Obfuscation Champion.’ These are 
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usually senior ‘C’ suite officers 
who are particularly adept at 
what others have called ‘corpo-
rate-speak.’ 

By coincidence we found a 
February 2013 newsletter of 
ours that referenced Lucy’s 
2012 “Golden Flannel” award.  
The winner was John Chambers 
CEO of Cisco Systems.  It was 
the runner up who caught our 
eye. 
 

Angela Ahrendts of Burber-
ry was nominated for the fol-
lowing sentence that appeared 
in the annual report to share-
holders.  “In the wholesale 
channel Burberry existed doors 
not aligned with brand status 
and invested in presentation 
through both enhanced assort-
ments and dedicated custom-
ized real estate in key doors.” 

 
After some reflection we 

continue to view Apple as a 
core holding in spite of the fact 
that Angela Ahrendts is now a 
senior Apple officer in charge 
of Apple retail stores and some 
design and pricing aspects of 
the new watch product line. 

 

Dow and S&P 500 At 
Record Levels — Too 

High? 

That is a headline from an-
other one of our newsletters 
two years ago in April of 2013.  
All three market indexes are 
now higher still.  The DOW 
and the S& P 500 are setting all 
time record highs. The 
NASDAQ 100 is trading at a 15 
year high. 
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It is reasonable to wonder 
about a correction.  The finan-
cial press is certainly speculat-
ing about ‘bubbles’ and when 
the bubble will burst. 

We really do not know what 
will happen or when.  It is clear 
that some valuations are high.  
We are also witnessing some 
pullback in stock prices on a 
sector by sector basis. 

Virtually anything in the oil 
and gas production as well as 
the related service sector is 
trading down in response to 
lower prices in crude oil.  There 
has also been some pull back in 
the biotech arena.  Some re-
porters have referred to that 
sector with its rich valuations as 
being the proverbial canary in 
the coal mine.  The presump-
tion being that a pullback in this 
sector will forecast a major 
market correction. 

At this stage, we don’t ex-
pect a major, across-the-board 
market correction in the 15 – 
20% range.  Again, we are very 
likely wrong.  However, there 
are two perspectives or aspects 
of the current situation that lead 
us to this conclusion. 

The first is the much-
discussed end of ‘Quantitative 
Easing’ by the Federal Reserve.  
Everyone knows we will face a 
rising interest rate environment 
in the near-term.  When is a 
matter of speculation but the 
fact that it will happen is not. 

Rising interest rates will 
have an adverse relationship on 
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fixed income (i.e., debt) securi-
ties.  That impact will probably 
affect other asset classes like 
stocks to a lesser degree. 

The second aspect is the ra-
ther large volume of global 
‘bad news’ that is already fac-
tored into market valuations.  
The market has weathered ISIS 
successes in the Middle East, 
the high probability of default 
in Greece, the slowing of the 
Chinese economy and a related 
collapse in commodities prices.  
Throw in Russian saber rattling, 
EU squabbling, the partisan di-
vide in Washington DC and on 
and on. The US economy still 
stumbles forward into a recov-
ery. 
 

We expect to see increased 
volatility in US markets for two 
other reasons.  One is the sim-
ple fact that with the indexes at 
numerical highs, a one percent 
up or down movement today is 
a significantly larger number 
(i.e., measured in individual 
points) than it was a decade 
ago.  Secondly, there is enough 
algorithmic trading being exe-
cuted by computers pro-
grammed to profit from volatili-
ty that the volatility is accentu-
ated. 
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We are not particularly 
concerned about this trend in 
computer driven trading.  It is 
simply a fact of the modern 
marketplace.  So far, all the 
information we review demon-
strates that computers — like 
people — are often wrong as 
much as they are right. 

A third reason might be the 
fact that we now have an indi-
cator — the VIX – that 
measures volatility.  One al-
ways feels more comfortably 
in control with a tradable tool 
that measures some of what is 
happening. 
 

ADV Update 

We’ll be mailing hard cop-
ies of our form ADV Part II to 
all clients in June.  The reason 
for the mailing is a change in 
our email address and website.  
There are no other changes in-
volved in the Form ADV. We 
thought a change in the email 
address was a material change 
since we communicate with 
many of our clients via email. 

As is the case with many 
small businesses (and at least 
one noteworthy public figure), 
we’ve used our business email 
for personal as well as business 
purposes.  After 20 + years of 
this practice, it is time for a 
change. 

We are replacing our old 
domain name TRIMR.COM 
(The Rose Investment Mana-
gement & Research) with 
THEROSEIM.COM (The 
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Rose Investment Manage-
ment). The new email address-
es are: 
 

stephenl@theroseim.com 
susanl@theroseim.com 

 
 
Our new personal email ad-
dresses are: 
 

stephen@salsfl.net 
susan@salsfl.net 

 
Please make the changes 

in your address books as 
soon as possible.  We will re-
tire the TRIMR.COM ad-
dresses before the end of 
June. 

 
 
As always, we are grateful 

for your continued support. 
 

Thank You, 

Stephen & Susan 
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“Past performance is no guarantee of fu-

ture returns.”  This statement applies 
equally to the portfolios we manage 
as well as any mutual fund or indi-
vidual security discussed in this pub-
lication.  Compass Points newsletter is 
published for informational purposes 
as periodic communication with cli-
ents of The Rose Inc. Investment 
Management & Research.  Discus-
sions of particular investments do not 
constitute recommendations to buy, 
sell or hold such investments.  Some 
content is drawn from other sources 
that are presumed, but not guaran-
teed, to be accurate.  Nothing in this 
publication should be construed as 
professional advice recommending 
any particular course of action to a 
reader. 
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