
Compass  Points

Unemployment - 
Record Lows!

There are two things you need 
to know about the employment sit-
uation. Unemployment is now be-
low 4%.  That is the good news. 
There is a significant slice of the 
population living in the U.S. who 
cannot remember a time when the 
figure was that low. 

The less than good news comes 
from the fact that wages are not 
growing very much.  The growth in 
wages is so low that it is not keep-
ing pace with inflation. 

July Roundup

“The last trading day of the 
month saw all three major indexes 
closing in the green.  However, it 
was a volatile month for markets. 
On July 6, the Trump administra-
tion imposed tariffs on $34 billion 
worth of Chinese goods.  China 
immediately retaliated with tariffs 
on an equal amount of U.S. im-
ports.  This took a toll on markets 
with industrials suffering. 

Trade war fears continued to 
grip markets. However, as the earn-
ings season kicked off, markets saw 
a rally, on expectations of robust 
earnings.  The rally came to a halt 
in the latter part of the month as 

major tech companies failed to post 
impressive results.” 

Zacks, August 1 Daily Market & Eco-
nomic News 

Trade Wars

Trade Wars are moving beyond 
the talking stage.  The move from a 
position of threatening to impose 
tariffs to actually imposing them 
marks that transition. 

In our divided political culture, 
the President is viewed from dia-
metrically opposed perspectives.  
From one point of view he is a ge-
nius at the art of the deal shaking 
up established relationships around 
the globe. From another perspective 
he is a loose cannon trying to cut 
bilateral deals wherever he can. 

Some of the headlines can be 
confusing. In the example from Za-
cks shown above the amount of 
Chinese goods subject to new tar-
iffs is $34 billion dollars.  If the 
tariff amount is 25% then the ex-
pected penalty amounts to $8.5 bil-
lion dollars.   

Often, the amount of goods subject 
to a tariff and the amount of the tar-
iff in dollars are confused.  Simply 
imposing the tariff does not mean 
that it will actually be collected. 
Goods previously exported from 
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China to the U.S. can be shifted 
to other markets thereby avoid-
ing the tariff penalty. 

Things are clearly heating 
up. It is safe to assume that 
something serious is going 
down when the Chamber of 
Commerce begins to weigh in 
against the administration. The 
economic value of goods sub-
ject to tariffs between China 
and the U.S. is already much 
higher than it was the first day 
of August.  China is warning of 
protracted trade wars where 
new tariffs are matched by each 
side.  Prior to the trade wars 
China and the U.S. were each 
other’s largest trading partners.   

On the Fringes

Sometimes interesting fi-
nancial stuff happens around 
the fringes of our business.  
This ‘stuff’ is not really ger-
mane to our day-to-day activi-
ties.  Some of it is still interest-
ing. 

We are constantly offered 
financial products that are tout-
ed as benefiting us and our 
clients.  A recent ‘High Income 
Opportunity’ came from a new 
mutual fund offering stable, 
high yield payments for re-
tirees.  The email addressed to 
us detailed three share classes. 

One class had a 5+% com-
mission plus a 25 basis point 
annual trailer (i.e., payments to 
the seller). A second share class 
had a 1% commission plus a 

100 basis point annual trailer. A 
third ‘institutional’ share class 
had low expenses coupled with 
a one million dollar account 
minimum that was being 
‘waived’ during the start-up pe-
riod. 

We never read any further.  
It was just more evidence of the 
crazy stuff out there on the 
fringes. 

Annuities

There is a fair amount writ-
ten about annuities targeting 
seniors.  Expensive annuities 
and non-publicly traded real 
estate investment trusts are two 
financial mine fields for seniors 
seeking income.  The sale of 
these products has been driven 
by a climate of low interest 
rates persisting over a long pe-
riod of time. 

There is a service we occa-
sionally use that might be of 
value to anyone considering an 
annuity. The website Bankrate.-
com has several free financial 
calculators. Their annuity cal-
culator can be an informative 
way to evaluate an annuity.   

You can enter the dollar 
amount of a hypothetical annu-
ity, the monthly payment 
amount and a period of time.  
The calculator will then com-
pute the rate of return.  If the 
result is a 0% rate of return or 
worse yet, a negative return, 
your time has been well spent 

learning about something you 
want to avoid. 

Apple & Four Commas

Apple became the first U.S. 
corporation to cross the trillion-
dollar mark in market cap. Mul-
tiply the number of shares out-
standing by the market value of 
one share and you have ‘market 
cap.’   

This is something worth 
celebrating. But first, a little 
background is in order. 

Long, long ago say in the 
1950s you could almost de-
scribe small, medium and large 
companies using a scale of one 
to ten billion. A small cap com-
pany would have a market val-
ue of one to three billion dol-
lars.  A mid cap would be worth 
four to six or seven billion. A 
large cap company would be 
eight billion and up.   

Now we have multiple 
mega cap companies. One of 
them, Apple, is now worth over 
one trillion dollars.  That is a lot 
of zeros and four commas. 

We really have three rea-
sons for celebrating this 
benchmark. The first has both 
personal and professional di-
mensions. 

We were early adopters of 
Apple products. We had ‘fat’ 
Macs and early Macintosh lap-
tops. (Steve Jobs had a fond-
ness for literal apples having
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worked in orchards as a young 
man.)  This newsletter is writ-
ten on a MacBook Pro running 
Microsoft Word. We have a 
long history with Apple prod-
ucts. 

Secondly, we’ve been bene-
ficiaries of the technology revo-
lution that Apple helped to cre-
ate. It is not too much of a 
stretch to assert that the revolu-
tion in computer technology 
made it possible for two people 
and some part-time help to start 
(1993) and maintain a small 
registered investment advisory 
business. 

Finally, there is the invest-
ment return generated by Apple 
stock (AAPL) held in client ac-
counts.  We’ve seen some truly 
remarkable returns over the 
years. 

We mentioned three rea-
sons, but we could easily add a 
fourth. The growth in market 
cap to over one trillion dollars 
offers some vindication for Tim 
Cook and senior management at 
Apple.  When Steve Jobs died, 
the ‘death’ of Apple was widely 
forecasted. We believed that 
Apple was more than a ‘one 
man band.’ That belief has been 
well founded. 

Thanks for reading! 

We are grateful for your busi-
ness. 

Stephen & Susan 
You can also access our 

newslet ters 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 se-
curity discussed in this publica-
tion.  Compass Points newsletter is 
published for informational pur-
poses as periodic communication 
with clients of The Rose Inc In-
vestment 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.  Noth-
ing in this publication should be 
construed as professional advice 
recommending any particular 
course of action to a reader. 
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