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Robotics

A great deal of ink in the press
is devoted to the topic of au-
tonomous or ‘self driving’ automo-
biles. We’ve read (heard) repeat-
edly this summer about the new
frontier of automotive technology.

Uber, the world’s most highly
valued start-up company, is often
the focus of these stories. A trial
rollout of driverless cars is tenta-
tively scheduled before year-end.
(A driver will be present during the
trial just in case they might be
needed!)

Earlier this year Uber acquired
a company developing technology
for driverless eighteen wheel trac-
tor-trailer trucks. Some pundits
speculate that widespread adoption
of such technology in the trucking
industry will precede adoption in
automobiles.

All of the major automobile
manufacturers are involved. Toy-
ota, previous a holdout, recently
capitulated. Google’s electric au-
tonomous car is in testing on
Google’s campus. Supposedly
Apple has something secret work-
ing that is buried deep inside their
R&D facility.
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Also under discussion is what
we’ll call ‘the advance of the
drones’. Lots of coverage is de-
voted to drones as delivery vehi-
cles. Amazon is preparing trials
for drone deliveries.

UPS and FedEx are purported-
ly exploring truck and drone part-
nerships where the delivery truck
becomes a mobile base station for
drones that make the final delivery.

We recently read about a trial
run that was preparing burrito de-
liveries for students at Berkley.
Burrito deliveries seem more plau-
sible than drones delivering the
vastly different sizes and shapes,
not to mention weights, found on
the typical UPS delivery truck.

Common elements frequently
pop up in discussions about au-
tonomous vehicles and drones.
One is the robotics theme coupled
with the potentially onerous impact
of job losses. No more taxi driv-
ers, truck drivers or Uber drivers?

Another is the disruptive im-
pact of technology. Is it really
possible that the disruptors current-
ly lurking in ‘skunk works’ at
Google and Apple might upset the
automotive industry as we
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know it? Trying to assess the
impact of change on our eco-
nomic lives is one constant in
this business that keeps us in-
terested and engaged.

China

China watching is incredi-
bly interesting. No so much for
the reasons generated by fear
mongers and saber rattlers.
Many of those reasons are as
valid as they are widespread.
Rather, it is interesting to wit-
ness the often-massive success-
es and failures that can be gen-
erated by wielding centralized
political power. Here are two
examples on the plus side of the
ledger.

Nuclear Power

“Over the next two decades
China hopes to build the
world’s largest nuclear power
industry. Plans include as many
as 30 new conventional nuclear
plants, in addition to the 34 re-
actors operating today, as well
as a variety of next generation
reactors; including thorium
molten-salt reactors, high tem-
perature gas-cooled reactors
which, like molten-salt reactors
are highly efficient and inher-
ently safe, and sodium-cooled
fast reactors, which can con-
sume spent fuel from conven-
tional reactors to make electric-
ity. Chinese planners want not
only to dramatically expand the
country’s nuclear capacity but
also to become the world’s

leading supplier of nuclear re-
actors and components, a
prospect that many Western ob-
servers find alarming.”

MIT Technology Review
September/October Edition
OFail-Safe Nuclear PowerO

Richard Martin

Much of the background
research into next generation
nuclear power generation was
begun at Oak Ridge in Ten-
nessee after the Second World
War. That research effort con-
tinued into the present even
though the US has not built any
new reactors in decades. “In
2011 The Oak Ridge National
Laboratory signed an agree-
ment with the Chinese Acad-
emy of Sciences to develop
molten-salt reactors.”

Poverty

“With 1.3 billion people,
China has demonstrated over
the last three decades how an
economic miracle can be creat-
ed by productively employing
such masses. It moved millions
of people from a rural low pro-
ductivity, agrarian economy,
thereby radically lifting indus-
trial and urban economic stan-
dards. In 1990, more than 60%
of the Chinese population was
below the poverty line but by
2015 that proportion was less
than 4%.”

Rahul Gupta
PM
Matthews Asia

Presidential Election

After the party conventions
we found the following quote.
We could not resist including it
in the newsletter. It is as close
as we will come to commenting
any further on the -electoral
process.

“Less than nine percent of
the voting age population of the
United States participated in the
nomination process that gener-
ated the two candidates current-
ly running for the Presidency.”

Bloomberg

‘Ugly Alpha’

‘Alpha’ is a technical finan-
cial term for performance (val-
ue added) above and beyond
the performance of an index.
Carl Richards, writing for
Morningstar in an article titled
“Learning to Stand Still” talks
about Ugly Alpha.

‘Ugly Alpha’ is a negative
number reflecting performance
less than that of an index. It is
a concept used to describe why
investors’ returns often lag in-
vestment returns (an index).
The desire to do something,
anything often generates ‘Ugly
Alpha’.

“One of the most important
things that we can do as an in-
dustry is to teach people to do
nothing. Of course, this goes
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against everything they hear on
the investment pornography
networks, but that might make
it even more so.

...How about we close
with this little gem from War-
ren Buffett: ‘Benign neglect
bordering on sloth, remains the
hallmark of our investment
process.” Or this one from John
Bogle, ‘Don’t just do some-
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thing, sit there’.

With much of the financial
press focused on what adverse
outcome could happen if one
candidate or the other wins the
election, it seemed like a good
time to talk about ‘waiting and
watching.” Add in some in-
creased market volatility as
major indexes pull back from
record highs and there are now
two good reasons to ‘Stand
Still’.

As always, we are grateful for
your business and the opportu-
nity to serve.

Thank You,
%{f/ﬁﬁ/z @ %A@M

Thanks for reading!

QPust performance is no guarantee of future
returns.” 'This statement applies equally to the
portfolios we manage as well as any mutual
fund or individual security discussed in this
publication.  Compass Points newsletter is pub-
lished for informational purposes as periodic
communication with clients of The Rose Inc
Investment Management. Discussions of
particular investments do not constitute rec-
ommendations to buy, sell or hold such invest-
ments. Some content is drawn from other
sources that are presumed, but not guaranteed,
to be accurate. Nothing in this publication
should be construed as professional advice
recommending any particular course of action
to a reader.



