APRIL 2018

Compas s Poin ts
RMDs — Required Minimum Distributions

CONTENTS
RMDS — REQUIRED MINIMUM DISTRIBUTIONS

“TRUSTED CONTACT PERSON”

SENIOR FINANCIAL PROTECTION ACT

MONEY MARKET ‘SWEEP’
SHUFFLE

MARKET VOLATILITY

Our clients take required minimum distributions from their retirement plans in a variety of ways.
Some do a single lump sum distribution. Others take systematic withdrawals on a quarterly or monthly
basis.
Those who take single, lump
sum distributions are typically encouraged to delay the withdrawal
until late in the year. This strategy
allows them to take advantage of
the tax-sheltered nature of the retirement plan account until the
proverbial ‘last minute.’
With stock prices bouncing
around record highs, we think this
would be a good year to take the
distribution earlier rather than later.
Our thinking is defensive. It could
be a good strategy for taking some
cash out of harms way.
“Trusted Contact Person”
With Cyber crimes and identity
theft on the rise there is increasing
pressure on financial service companies to come up with defensive
strategies that help defend against
these assaults. Charles Schwab established the option of adding a

“Trusted Contact Person” as a step
in that direction.
The process is simple. There is
a two-page form that allows clients
in the Schwab system to add a
“Trusted Contact Person” to each
of their accounts. The form collects the name, relationship, address and contact information for
the “Trusted Person.”
The “Trusted Person” has no
authority over the account. They
cannot place trades or withdraw
money. What they can do is provide verification in those instances
where it appears that someone else
might be pretending to be the account holder when they are in fact
not the owner of the account.
The fact that seniors are often
the focus of cyber crime or identity
theft is reflected in the language of
Schwab’s form:
“A Trusted Contact is a person
whom you are permitting Schwab
to contact and disclose information
to about your account to address
possible financial exploitation; to
confirm your contact information,
health status, or the identity of any
legal guardian, executor, or holder
of a power of attorney; or as otherwise permitted by applicable rules.”
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Senior Financial Protection Act
The bill passed the Senate
after nearly a year of discussion
and debate. We expect it will
pass the house and be signed by
the President.
We typically
avoid discussing pending legislation just because so much of it
is not passed.
This one is
roughly analogous to voting in
favor of ‘apple pie.’ It will very
likely pass muster.
The escalation of identity
theft and cyber crime targeting
senior citizens is what drives
the legislation. The greying of
America with increased incidence of diminished capacity
makes this sector of the population a rich target for such
crimes.
One of the provisions of the
proposed legislation permits
financial service professionals
time to delay executing an order to move money out of a
client’s account if there is
something suspicious or out of
the ordinary about the transaction. A financial adviser could
take additional days to verify
the legitimacy of the order with
family members or a “Trusted
Contact.” (See C. Schwab
above.)

Money Market ‘Sweep’
Shuffle
Schwab is sending notifications to advisers and clients
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about their intention to close
some Money Market funds.
The ‘sweep’ function is that
mechanism which conveniently
collects cash from transactions
(i.e. a sell order, dividend payment, etc.) and invests it automatically.
Schwab is reacting in a responsible way to changes in the
regulatory structures governing
Money market funds. Some
Money Market funds will be
closed and the assets transferred
to others. There will be three
Government Money Market
Funds available as well as an
FDIC insured bank deposit account.
From our perspective this
transition makes sense. There
will be fewer funds to choose
from but they will generally be
safer options. This ‘shuffle’
should be complete by the end
of the first half of the year.

Market Volatility
We are witnessing some of
the market volatility we expected as the year began. Some of
that up and down movement is
driven by high valuations. Other parts are a reaction to proposed changes in Tariffs and
Treaties resulting in possible
interruptions and increased
costs associated with global
supply chains.

Some volatility is company
specific. The dramatic drop in
the value of Facebook is a case
in point. The stock is down
23.7% year to date.
The stock has become an
unintended bellwether for large
technology companies that are
entrusted with massive databases of client information that
should be subject to some standards of privacy protection.
Their (FB) less than satisfying
response to the misuse of client
records in a relationship with
Cambridge Analytica is rapidly
becoming something of a corporate primer on how not to
relate to the public in times of
duress.
We did not expect Tariffs
or the downdraft created by
Facebook. We did expect the
volatility and some downward
pressure on stock prices. We
hope to take advantages of the
‘dips’ to purchase stocks at attractive prices.
We continue to be amazed
at how situations change over
time. As a parting example we
point to Apple stock. The
world’s largest corporation is
trading at a price to earnings
(P/E) ratio of 16.9 with a forward P/E of 15.08 and a dividend yield of 1.46%. As time
goes by the once high-flying
growth stock looks more and
more like a stodgy ‘value’ investment.
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If there is ever a contest
for corporations granting an
award based on Mark Twain’s
observation that, “the rumors of
my death are greatly exaggerated,” we would nominate Apple.

Thanks for reading!
As always, we are grateful for
your confidence and trust.

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

“Past 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
published for informational purposes as periodic communication
with clients of The Rose Inc Investment Management. Discussions 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
construed as professional advice
recommending any particular
course of action to a reader.
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