
	

Compass  Points

Website

Our new website is now a real-
ity.  After a very long time, we are 
now ‘live’. 

The site is designed to be user-
friendly, interesting and, hopefully, 
to describe us and our business in a 
way that makes you want to per-
haps learn more. 

You or a visitor will also be 
able to access the most current 
newsletter as well as past issues.  
There is also a link to send us email 
communications. 

We want to thank Karen Pit-
tenger and all the folks affiliated 
with Black Olive LLC.  They guid-
ed us through a long gestation peri-
od.  We are grateful for their cre-
ativity and patience. 

Visit us at www.theroseim.com 
and let us know what you think — 
honestly! 

“Trump Bump” and Beyond 

There is a lot of nonsense be-
ing written in the financial press 
correlating stock market perfor-
mance with daily communications 
from the new administration.  To be 
fair, this is not the fault of the ad-
ministration. 

It is clear to us that there can 
be short-term impacts or collisions 
between market performance and 
the current state of political affairs.  
We tend to think that they are far 
less significant and causal than they 
are trumped up to be (pun 
intended).  A recent comment from 
the President on the strength of the 
US Dollar and a next day decline of 
.03 percent in the value of the cur-
rency is just another case in point. 

We do think that consumer sen-
timent has gotten well ahead of 
some lofty valuations in equities.  
Market indexes have logged re-
peated, record highs since the first 
of the year.  Economic indicators 
are generally positive particularly 
on the employment and housing 
front. 

Still, we note with interest that 
the price of Gold (a proxy for 
FEAR) and the VIX (volatility in-
dex) have been rising. Recently 
we’ve seen negative days with be-
low average trading volumes fol-
low days of record highs with be-
low average volume. Below aver-
age trading volumes attract our at-
tention. 
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All of this is our way of 
saying that we think the likeli-
hood of a market correction is 
growing.  We don’t know when 
and are more than willing to 
admit that we’ve been wrong 
about such things a time or two 
in the past. 

Lofty Valuations

Our poster child for ‘lofty’ 
valuation in a single stock is 
Tesla, the electric car manufac-
turer. 

“The company’s market 
capitalization overtook that of 
114 year-old Ford for the first 
time.  Last year Tesla deliv-
ered 76,000 cars and Ford 
sold 6.7m vehicles, but it is 
Tesla that is racing ahead of 
Detroit in developing the cars 
of the future.” 
The Economist,  April 8th – 14th 
2017, pg. 7 

Shortly after the Econ-
omist went to press Tesla’s 
market cap grew further to ex-
ceed that of General Motors.  
We’d enjoy publishing a ridicu-
lously high Price to Earnings 
ratio (P/E) for Tesla as a further 
example of ‘lofty’ valuation.  
That however, would require 
that Tesla have earnings and 
they do not. They are currently 
losing almost $5.00 per share. 

While writing this draft 
just before Easter, Elon Musk, 
founder of Tesla, tweeted a dec-
laration of excitement about an 

up and coming semi-tractor 
trailer rig.  Shortly after the 
tweet the market cap rose by a 
few more billion. 

Graying of America & 
Senior Legislation

We understand that we are 
about to experience a new 
world in the realm of federal 
regulation, “For every new reg-
ulation passed two existing reg-
ulations must be rescinded.”  
One regulation that seems to be 
likely to survive is some form 
of protection for senior citizens 
from financial fraud. 

It is clear that the instances 
of fraud are rising with the 
graying of the population.  Se-
nior citizens (seniors) are a rich 
target environment for financial 
fraud. A recently read source 
asserted that one in five indi-
viduals over the age of 65 were 
either victims of fraud or at-
tempted fraud.    

Nigerian CD scams are still 
alive and well.  A phone center 
bust in India shut down a net-
work posing as IRS agents col-
lecting taxes ‘owed.’  The net-
work collected millions in back 
taxes that no one owed to the 
IRS before being shut down 
earlier this year. 

Pending regulations for the 
financial services industry have 
two components.  One requires 
that professionals handling fi-
nancial affairs for others must 

have a second contact of record 
for seniors.  The second contact 
would be used to verify the le-
gitimacy of transactions if there 
were any questions regarding 
the events. 

The second feature involves 
the authority to delay or halt 
withdrawals that are question-
able or fall outside the normal 
pattern of account activity.  
This provision is intended to 
buy time to scrutinize a transac-
tion that might involve fraud. 

Fortunately, in all our years 
in this business, we’ve yet to 
encounter a case of financial 
fraud involving clients.  Sadly, 
the same cannot be said of our 
experience with family and 
friends.  One of the tragic char-
acteristics of this kind of crime 
is the high level of under re-
porting. 

The new regulations are not 
in place yet.  As the likelihood 
increases, we thought it made 
some sense to discuss what 
might be coming down the road 
in the days ahead. 

10 Breakthrough Tech-
nologies

MIT Technology Review 
publishes this list annually.  
They also include some self-
assessment on the accuracy of 
earlier predictions about break-
through technologies.
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We think it is worth printing 
the list from the March/April 
edition of the review simply 
because we find many of these 
topics driving investment dis-
cussion in the financial press. 

Reinforcement Learning  
(machine learning) 

“By experimenting, com-
puters are figuring out how to 
do things that no programmer 
could teach them.” 

THE 360-Degree Selfie 

“Inexpensive cameras that 
make spherical images are 
opening a new era in photog-
raphy and changing the way 
people shares stories.” 

Gene Therapy 2.0 

“Scientists have solved 
fundamental problems that 
were holding back cures for 
rare hereditary disorders.  Next 
we’ll see if the same approach 
can take on cancer, heart dis-
ease, and other common ill-
nesses.” 

Hot SOLAR Cells 

“By converting heat to fo-
cused beams of light, a new 
solar device could create cheap 
and continuous power.” 

The CELL Atlas 

“Biology’s next mega-
project will find out what 
we’re really made of.” 

SELF-DRIVING Trucks 

“Tractor-trailers without a 
human at the wheel will soon 
barrel onto highways near you.  
What will this mean for the 
nation’s 1.7 million truck driv-
ers?” 

Paying with YOUR FACE 
“Face-detecting systems in 

China now authorize pay-
ments, provide access to facili-
ties, and track down criminals.  
Will other countries follow?” 

P R A C T I C A L Q u a n t u m 
Computers 

“Advances at Google, In-
tel, and several research groups 
indicate that computers with 
previously unimaginable pow-
er are finally within reach.” 

REVERSING Paralysis 

“Scientists are making re-
markable progress at using im-
plants to restore the freedom of 
movement that spinal cord in-
juries take away.” 

BOTNETS of Things 

“The relentless push to add 
connectivity to home gadgets 
is creating dangerous side ef-
fects that figure to get even 
worse.” 

It is our opinion that all of 
these technologies will soon 
impact everyday life.  Some of 
the most successful, large-scale 
cyber attacks of 2016 relied on 
‘botnets’ as access points to 
larger networks. 360 degree — 

or spherical — cameras once 
costing thousands of dollars 
are now available for less than 
$500.00.  Some very small 
models are being mounted on 
tiny drones. 

The only open questions relate 
to the degree of impact on dai-
ly living and the timing of that 
impact.  MIT’s self-assessment 
cited two errors in prediction.  
One was flat out wrong and the 
other is still in process with 
regard to impact and timing. 
The error was their prediction 
that Social Media and Televi-
sion would merge into one 
media. They did not envision a 
future (now) where people 
would watch television and 
send tweets while watching. 

The other error, primarily a 
matter of degree, involved pre-
dicting that electronic pay-
ments systems would displace 
actual currency and checks as 
the medium of payment. 

Clearly, direct debit and credits 
have displaced most transac-
tions previously executed by 
checks and cash.  Most, but not 
all! 

Thanks for reading! 

With gratitude for your 
business, 

Stephen & Susan 
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“Past performance is no guar-
antee of  future returns.”  This 
statement applies equally to the port-
folios we manage as well as any 
mutual fund or individual security 
discussed in this publication.  Com-
pass Points newsletter is published 
for informational purposes as peri-
odic communication with clients of  
The Rose Inc Investment Manage-
ment.  Discussions of  particular 
investments do not constitute recom-
mendations to buy, sell or hold such 
investments.  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.


