
	

Compass  Points

54 Record Highs!

On October 25 the Dow Jones 
Industrial Average closed at a new 
record high for the 54th time in 
2017.  Most of those new records 
were set in fairly small, incremental 
increases over the prior record 
high.  Still, 54 new highs in less 
than a year is remarkable. 

There seems to be no single 
driver for the records.  Enthusiasm 
for a business friendly new tax en-
vironment is often cited in the 
press.  Some credit the Federal Re-
serve’s restraint in raising interest 
rates. 

We think consistent, solid eco-
nomic indicators of economic well-
being are a more likely driver.  
There is repeated evidence of un-
derlying strength in the economy. 
Housing and employment data sug-
gest that there is enough economic 
strength to shrug off the adverse 
impact of two hurricanes in Texas 
and Florida. 

Solid earnings reports from 
most of the large corporations in 
the broad market indexes are fur-
ther evidence of economic strength.  
‘Super Thursday’ (October 26) wit-
nessed Amazon, Google and Mi-
crosoft posting record earnings and 
closing at record highs.  The NAS-

DAQ ended the week at a record 
high. 

 “The ‘Super Thursday’ result 
underscored a trend in which 
the S&P 500 Index has gone 
nearly a year without suffer-
ing at least a 5 per cent cor-
rection, the longest streak 
since 1928.”  Financial Times 
28 October 2017 

Whatever the cause, 54 new, 
record highs in less than one year is 
remarkable.  We think it is prudent 
to raise and hold more cash than we 
might normally retain in customer 
accounts. 

Regulations Rescinded: 
Off Again, On Again 

In our August newsletter we 
applauded a regulatory change that 
rolled back a consumer prohibition.  
The rule prohibited participation in 
a lawsuit against large financial in-
stitutions (bank, insurance co., etc.) 
when a person signed a binding ar-
bitration agreement. 

If, when you opened a new ac-
count there was a binding arbitra-
tion agreement buried in the fine 
print of an application, then you 
surrendered your right to sue. This 
effectively disarmed ‘David’ in any 
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test with ‘Goliath.’ 

Since that newsletter, the 
issue popped up again in the 
Equifax hacking.  As Equifax 
was attempting damage control 
by offering a year’s ‘free’ ser-
vice, those reading the fine 
print discovered that the agree-
ment contained a binding arbi-
tration clause that forced one to 
surrender their right to sue. 

We’ll admit to not being a 
great fan of the plaintiff’s bar.  
There is ample evidence of 
frivolous lawsuits escalating 
into class action complaints.  
That said, we do not think a 
consumer should be forced to 
surrender their right to sue as 
part of signing an arbitration 
agreement when opening an 
account. 

The change we applauded 
in August is no more. The cur-
rent Administration and Con-
gress restored the prohibition 
against lawsuits in what 
amounts to a victory for the fi-
nancial ‘Goliaths.’ 

Firestorms & Tech

We are incredibly grateful 
for surviving the fires in Sono-
ma County.  Our home was just 
a few blocks away from the fire 
line.  We were among the lucky 
ones who were evacuated and 
then returned home to a house 
that was still standing. 

During the early days of the 
fire we experienced the collapse 
of much of the technology in-
frastructure we take for granted 
every day.  Cell towers were 
taken out crippling phone ser-
vice.  We could not call or text 
friends and family. 

When an estimated 38,000 
people out of a population of 
175,000 in Santa Rosa were 
dislocated, it is hard to imagine 
how much communication was 
impaired or lost altogether until 
it was eventually restored days 
later. With the loss of cell, in-
ternet and cable service, old 
tech in the form of landlines 
and radios became the only op-
tions and even those were unre-
liable. 

There were multiple in-
stances among the fatalities of 
individuals who died in their 
sleep for want of an alert, alarm 
or notice.  Those with landlines 
were alerted while we were 
awakened when neighbors 
pounded on our door.  First re-
sponders went from street to 
street instructing people to 
knock on every door in the 
neighborhood until (1) the oc-
cupants were awake or (2) they 
were convinced no one was at 
home. 

Reports on the wildfires 
burning at roughly the same 
time in Portugal also included 
details about a similar loss of 
communications infrastructure.  
Cell towers were destroyed 

there as well. There was one 
material difference.  Portugal 
had maintained a dated civil 
defense siren system from the 
WW II era.  Although the two 
situations are not comparable, 
the mortality rate in Portugal 
was significantly lower. 

Stock Donations

For years we’ve reminded 
clients of the tax advantages of 
donating appreciated stock or 
mutual fund shares to the non-
profit of their choice.  Typical-
ly, we’ve written on this topic 
early in the calendar year. 

A client’s recent instruc-
tions to make a donation on 
their behalf reminded us that 
anytime is a good time to be 
generous.  Given the need cre-
ated by two hurricanes and the 
recent firestorms coupled with 
record stock market highs, a 
gift may be in order.  Let us 
know if there is anything we 
can do to help you help those in 
need. 

You can also access our 
newsletters on our website 
www.theroseim.com. 

Thanks for reading! 

With gratitude for your busi-
ness, 

Stephen & Susan 
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“Past performance is no guaran-
tee of  future returns.”  This state-
ment applies equally to the portfolios 
we manage as well as any mutual 
fund or individual security discussed 
in this publication.  Compass Points 
newsletter is published for informa-
tional purposes as periodic communi-
cation with clients of  The Rose Inc 
Investment Management.  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 
guaranteed, to be accurate.  Nothing 
in this publication should be con-
strued as professional advice recom-
mending any particular course of  
action to a reader. 


