
Compass  Points

United Postal Union

The Administration’s trade 
negotiators threatened briefly to 
pull the United States Postal Ser-
vice out of the United Postal Union.  
There are roughly 200 countries in 
the 150 year-old United Postal 
Union. 

The threat was intended to 
trigger a reconsideration of the 
pricing mechanism for international 
correspondence and small parcels.  
The threat worked.   

The ultimate target was China 
who invoked a provision of the 
treaty allowing it to be treated as a 
‘developing’ country paying re-
duced postal rates making it com-
parable to Cambodia.  China was 
taking advantage of an old exclu-
sion that no longer applied to one 
of the largest economies on the 
planet. 

New York Times, 25 September 

Postal Changes 
Since starting our business in 

1993, we have consciously elected 
to use postage stamps for ‘snail’ 
mail rather than a metering ma-
chine. This clearly makes us ‘old 
school’ holdouts.  Because we order 
stamps on line, we receive “USA 

Philatelic” magazine: ‘The Official 
Source for Stamp Enthusiasts.’  It is 
a fun read. 

We enjoy the work of graphic 
artists reflected in stamps.  We also 
enjoy the historic nature of com-
memorative stamps.  There is a 
2019 Woodstock first class stamp 
along with a First Moon Landing 
Jul 20, 1969 commemorative. 

We also use a lot fewer stamps 
than we did 26 years ago. Commu-
nication technology displaced much 
of the need for stamps.  Friends at 
the post office tell us that parcels 
are the primary revenue source for 
the system. We’re comfortable sup-
porting the stamp makers and sell-
ers even if it is a little ‘retro.’ 

Negative Interest Rates

As the son of a career banker, 
I’ll admit to having some difficulty 
wrapping my brain around the con-
cept of a ‘negative’ interest rate.  
Several countries in the developed 
world are now experiencing nega-
tive rates.  

In a normal economic envi-
ronment there is a ‘yield curve’ that 
reflects the rate of interest to be 
earned over various periods of 
time. US Treasury Bills, Notes and 
Bonds typically have progressively
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higher interest rates reflecting 
longer-term commitments.  The 
further out in time you go the 
higher the yield curve rises. 

The Federal Reserve has 
cut interest rates paid on short-
term lending (Fed Funds Rate) 
twice this year.  There is some-
thing of a tug of war between 
the Federal Reserve Bank and 
the Administration.  The Ad-
ministration wants rates cut 
more in the belief that it will 
stimulate the economy.  The 
‘Fed’ is taking a more delibera-
tive approach pointing to the 
fact that US economic growth 
is slowing but still positive. 
They disagree. 

If the Fed cut its short-term 
rate to 0% that would theoreti-
cally be ‘stimulative’ in the 
sense that individuals and insti-
tutions might look to invest in 
other assets rather than cash. 
The assumption is that the 
money flow would generate 
increased economic activity. 

If the rate dropped below 
zero (negative interest rate) 
then the attempt to stimulate 
economic activity would be 
punitive.  The investor choos-
ing to stay in sort-term cash as 
an asset class would be guaran-
teed to receive back less than 
they invested at the time the 
cash position matures. 

Federal Reserve Chairman 
Powell has commented publicly 
that he does not see negative 
rates happening in the US.  It 

will be interesting to see if they 
have the desired effect in those 
countries where they exist now. 

Agree to Disagree

J e f f r e y K l e i n t o p i s 
Schwab’s Chief Global Invest-
ment Strategist. On September 
30 his market commentary was 
titled “Passing the Baton: Signs 
of Fiscal Stimulus Emerge.” 

He clarified an important 
distinction that is often blurred 
in the financial press.  Mone-
tary Policy is the purview of 
national Central Banks such as 
the Federal Reserve Bank of the 
US.  Fiscal Policy is the 
purview of legislative bodies 
such as the Congress of the US. 

When the President com-
plains about the Federal Re-
serve he is looking for Mone-
tary Policy, i.e. lower interest 
rates, to stimulate the economy.  
An example of Fiscal Policy in 
action would be the tax breaks 
passed by Congress and the 
Administration.  Mr. Kleintop 
argues that the developed coun-
tries are beginning to move in 
the direction of ‘Fiscal Policy’ 
to avoid and/or manage the risk 
of recession. 

Mr. Kleintop’s commen-
tary also highlights an interest-
ing disagreement. “The econo-
mists at the Organization for 
Economic Co-operation and 
Development (OECD) do not 
foresee a single country enter-

ing into a recession in 2020 …” 
Corporate Financial Officers 
have a different view.  “Most 
CFOs expect a recession next 
year.”  
Source: CFO Magazine/Duke Univer-
sity survey September 2019 

Value Meal

We’ve written before about 
Beyond Meat and Impossible 
Foods.  The New Yorker Maga-
zine’s reporter at large Tad 
Friend wrote about “A quest to 
save the planet with meatless 
burgers” in the September 30 
edition.  The article provided an 
interesting perspective on the 
competition between Beyond 
Meat (a public company) and 
Impossible Foods (a private 
company). Also covered were 
efforts by others to create veg-
etable based pork, chicken and 
fish alternatives. 

Schwab News

Schwab continues to en-
courage account holders to des-
ignate individuals as “Trusted 
Contacts” on each account.  
The following text is a recent 
example taken from an insert in 
September statements: 
“What is a Trusted Contact? 
A Trusted Contact is someone 
you select to be notified to: 

• Discuss activities or other red 
flags that might indicate 
you're being financially ex-
ploited. 

• Confirm your mental or phys-
ical health status if there is a 
reason to be concerned.
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• Confirm the identity of any 
legal guardian, executor, 
trustee, or holder of a power 
of attorney.” 

Schwab also announced 
reduced prices for stock and 
ETF trades where the orders 
were placed online using a 
computer or mobile device.  
Beginning October 7 the com-
mission for online stock and 
ETF trades will be zero.  The 
zero dollar commission applies 
to US and Canadian listed 
stocks. 

Market Volatility

We expec t i nc reased 
volatility in markets around the 
world as we head into the close 
of the year.  There are too many 
sources of uncertainty: Tariff 
Wars, Brexit in the UK, Im-
peachment in the US, Middle 
East conflict(s) and the demon-
strations in Hong Kong. 

We think uncertainty is a 
separate concern from worries 
over recession. However, we’ve 
seen how the abbreviated news 
cycle and social media con-
flates the two.  In a world 
where twitter storms reporting 
the renewal or cancellation of 
tariff negotiations can move 
markets hundreds of points up 
or down, increased volatility 
may become another instance 
of a new normal. 

As always, we are grateful for 
your business. 

Stephen & Susan 
Thanks for reading! 

You can also access our newslet-
ters on our website www.thero-
seim.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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