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November ended with US
stock market indexes setting record
highs - yet again. December opened
with the reverse. Both the moves
apparently correlate to positive then
negative comments about the likelihood of progress on tariff discussions with Chinas before the US
presidential election in 2020.
'Trade Induced Volatility’ is
bandied about in the financial
press. We think that language is an
attempt to lend a measure of certainty or precision to something
that is highly subjective in nature.
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Perspective
The President’s comments
about no China deal before the
elections resulted in a 400-point
drop that narrowed before the
close. His positive comments about
China talks the next day resulted in
a 147-point rise in the Dow the next
day.
While the numbers are large,
the proportionate change in value is
not. The markets are trading at
highs where a 150-point rise or fall
represents one half of one percent.
A three hundred point move sounds

worse than it is when you realize it
is a one percent move.

Tariff-Driven Diplomacy
It would appear that there is no
diplomatic conflict that cannot be
addressed with new or increased
tariffs. Brazil and Argentina filled
the void of soybeans in China when
they stopped buying US grains. In
response, we threaten to raise tariffs
on steel from Brazil and Argentina.
The EU, led by France, threatens to tax big tech firms like
Google, Apple and Amazon. We
respond by threatening 100% tariffs
on French luxury goods including
Champagne. (Market tip: Buy your
New Year’s bubbly now!)

December Surprise
The December surprise was the robust jobs report for November.
“The US added 266,000 jobs in
November, beating analyst estimates by a wide margin as the
American labor market continued
to expand. The unemployment rate
returned to a record low of 3.5 percent, according to the data released
by the labor department yesterday,
boosted by the return of striking
General Motors workers.
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Hourly earning increased
3.1 percent over the past year,
also beating estimates of a 3
percent gain. Wage growth,
while still lower than in previous expansions, shows that
businesses are competing for
workers.”
Financial Times Weekend, 7
December

We find ourselves wondering about the size and scale of
the ‘Gig’ economy. These are
all the people who drive for
Uber or Lyft and those who
work turning Airbnb rooms
over in preparation for the next
booking. We are fairly certain
that none of these folks or their
wages are reflected in the Department of Labor statistics.
Manufacturing data continues to show weakness.
There is plenty of news regarding the adverse impact of tariff
wars on business in the US and
around the world. That said, the
employment number argues for
a robust expansion fueled by a
growing service sector.

2020 Anniversaries
“Big anniversaries resonate:
-especially Beethoven’s
250th
-500 years since Raphael’s
death
-400 since the Mayflower
sailed to America
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-300 since the South Sea
Bubble burst
-200 since the birth of Florence Nightingale (the World
Health Organization has designated 2020 as the year of
the Nurse)
-100 years since Prohibition
-75 years since the founding
of the UN and
-while their fans gently
weep; 50 years since the
Beatles broke up.”
The Economist “The World in 2020”

Editor’s Note: And in the
U.S. it is the 100th anniversary
of American Women’s right to
vote.

$0.00 Commission
Stock Trades
“On October first Charles
Schwab said it would no longer
charge retail customers for trading shares, exchange traded
funds (ETFs) or options online
forgoing $4.95 a trade…
On November 25 came a
truce and a surrender - Schwab
agreed to agreed to buy TD
Ameritrade for $26b in shares.”
The Economist Nov 30

Within a few days of
Schwab’s announcement virtually all of the major discount
brokerage firms in the US responded by matching Schwab’s
pricing.

The New Year - 2020
What lies ahead? We’ve
read the usual harvest of predictions for the New Year. They
range from Recession on the
negative side to an ongoing but
modest Bull market. ‘Modest’
usually means single digit position returns. Nothing we read
seems probable enough to
compel us to vote ‘Yea!’
There is a great deal of
complexity and unresolved tension baked into our economic
and political future. Impeachment and a 2020 Election are
issues symptomatic of a deep
political divide that is likely to
have adverse consequences for
years whatever the outcomes.
In years past we’ve had
some fun speculating about
market returns for the year
ahead.

The result was expressed
in a tree ornament with either a
Bull or Bear on top. Sometimes it seems best to admit that
you just don’t know or don’t
even have a clue about what
will happen.This year we’ll
leave the ornament on it side.
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Just because we do not
know what is going to happen
doesn’t mean we can’t look
forward to the New Year with
hope for what lies ahead.
We wish you joy, peace, good
health and love for this holiday
season and the year to come.
As always, we thank you for
your business.

Stephen & Susan
Thanks for reading!
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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