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Wall Street jargon and the financial press are full of slogans.
This one has its origin in a past
when Wall Street virtually took the
summer off. In days long past,
many New Yorkers in the financial
district headed North for the cooler
climes of Maine, Vermont or New
Hampshire. Families stayed North
and the spouses who worked on
Wall Street visited for long weekends. The pace of underwritings
and transactions slowed for the
summer. Those days are long gone.
Uncertainty: The New
Threat
The Dow Jones closed down
391 points the end of May closing
up from its lows of the day. Economic uncertainty regarding deteriorating political and fiscal affairs in
Spain and Italy received widespread mention as contributing
causes.
There seemed to be no particular drivers in the US. The uncertainty generated elsewhere on the
globe offered the only plausible
explanation. (The next day the
market closed up over 300 points!)
The Italy story was an interesting case in point regarding two

terms we find increasingly present
in the press, ‘Nationalist’ and ‘Populist.’ We understand a nationalist
to be a political figure who prioritizes the interests of his or her nation first. A populist is a person
who prioritizes the interests of his
or her political base.
Although nationalists are usually conservative, populists can be
either ‘conservative’ or ‘liberal.’
This was illustrated in Italy where a
coalition government of populist
conservatives and liberals fell apart.
Both Italy and Spain now have new
leaders.
Start Stop Uncertainty
It seems we live in an ‘on again,
off again’ world.
A promising
summit that held out hope for lessening tensions on the Korean
peninsula dominates the news for a
few hours before it is canceled. (It
has now taken place and we have
an agreement …)
This might not be noteworthy if
it were a single case. It is clearly
part of the ‘New Normal’ in the
United States and a world where
public policy has serious economic
consequences.
Treaty commitments are abandoned with established trading partners. A news cycle passes and the possibility is
floated that they may be renewed.

INVESTOR
THE
ROSE INVESTMENT
NEWSLETTERMANAGEMENT
ISSUE N°3

Tariffs & Trade War Talk
An analysis of Bloomberg
data by Charles Schwab found
that the number of weekly news
articles from major sources
containing the words ‘trade
war’ spiked at over 3000 per
week the end of May. The last
week in 2017 generated less
than 350 articles with the same
words.
The talk is not really a concern. Even the fact of tariffs is
not a concern. The economic
concern is the uncertainty created by the talk. Reality and
rhetoric diverge daily.

Tariffs
Tariffs are announced as
punitive measures intended to
right old economic wrongs.
Time passes and public exceptions are made for favored
global friends. More time passes and one can only guess at the
off again on again nature of the
punishment. Still more time
passes and the exception previously announced for ‘friends’
are rescinded.
We recalled a conversation
years ago with the senior executive of a US manufacturing
firm that made wheels and
axles for rail cars. The conversation focused on bidding for a
Japanese contract that would
culminate in delivery six years
after the contract was awarded.
The executive had done busi-
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ness with Japanese firms before. He had no doubts that
they would abide by the terms
of the agreement once the contract was awarded.
It is becoming increasingly
difficult to conduct business in
a shifting economic environment. At today’s accelerated
pace of public policy change
just imagine how many critical
variables might change adversely in six years.

Honda plant is positive for the
state and its residents. We also
read recently where Electrolux
Corporation would delay construction of a 200 million+ appliance factory in Tennessee
until the dust settled from the
tariff talk.
The fact that the US is trying to reduce virtually all trade
discussions to bilateral negotiations is telling.
Unemployment

We versus They
In theory, tariffs are intended to correct some inequity or
imbalance in trade. In the simplest cases these are bi-lateral
or two-party trade relationships
– We vs. They. The administration recently announced that it
would place tariffs on German
automobiles.
In a global economy, there
are very few if any two-party
trade relationships. This is particularly true of manufacturing
where the supply chain of component parts spans different
countries. In these cases the
‘we’ and the ‘they.’ are often
the same entity. As a case in
point, it is worth noting that
BMW, Mercedes and Volkswagen all manufacture automobiles in the United States.
We recall driving past a
large Honda plant in central
Indiana. There is little doubt
that economic impact of the

The unemployment level
dropped to 3.8 percent on the
first day of June. Some economists argue that this is as close
to full employment as it gets.
There is some data supporting the trend of steady incremental growth in wages. Other
data sets argue for an overall
pattern of wage stagnation.
Whether your wage is growing
or stagnant depends heavily on
where you work and what you
do.
New Market Highs
Markets set record highs on
multiple days in June. We’ve
also seen ‘mixed’ days where
one index closed up and others
were down.
Some of these
events have been accompanied
by higher that normal trading
volume.
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It would appear that there is
an endless appetite for stocks as
we enter the later stages of a
bull market that had it origins in
2008. It has been a long, beneficial run. We think ‘late stage’
is an appropriate description of
where we are in the cycle.
In a related vein, three
stocks are competing to be the
first reaching the one trillion
mark in market capitalization.
Amazon, Apple and Microsoft
are the competitors.
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the message was worth repeating.

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

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

A Nefarious Threat
Charles Schwab & Co. Inc.
recently published a notice to
investment advisers regarding a
‘nefarious’ threat to customers.
They were experiencing email
‘phishing’ attacks where customers were encouraged to contact Schwab regarding their accounts.
The email contained a link
inviting the recipient to proceed
to Schwab’s website. The website was phony with content and
colors that were vaguely identifiable with the company. Questionable mixtures of type fonts,
uneven text spacing and some
misspellings were all clues that
the site was phony.
Schwab reminded us that
they never request information
from customers about their accounts via email. We thought

“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.

