
Compass  Points

It Was a Very Good 
Year!

Performance for the major US 
stock indexes for 2019 was remark-
able. 

S & P 500  28.9% 
Dow (DJIA) 22.3% 
NASDAQ  35% 

It is particularly remarkable 
that those figures were achieved in 
the face of an unprecedented ‘Wall 
of Worry’ around the globe. Con-
sumer confidence and investor op-
timism trumped all the ‘Worries’ 
sending markets to record highs. 

Just to throw a little more icing 
on that cake, the Dow was up 330 
points on the first trading day of the 
New Year. 

Secure - Retirement 
Legislation tweaking retire-

ment plan rules was passed at year-
end and signed by the President.  
We’ve not had time to plow 
through all of the details yet. Two 
things jumped out from some of the 
executive summaries. 

The mandatory age triggering 
Required Minimum Distributions 
jumped from 70 ½ to 72.  This age 

applies only to those who have not 
yet reached the old limit.  The sec-
ond item addressed contributions 
providing some clarification. It is 
now possible to make pre-tax con-
tributions to IRA and IRA Rollover 
accounts as long as you continue 
working.   

This applies even if you are 
beyond the mandatory RMD age.  
This means that you can continue 
to contribute as you are forced to 
make withdrawals, as long as you 
continue to work. 

The Age of Dinosaurs
(a reference to size not intelligence) 

When we started the Rose Inc. 
a large cap stock was a company 
with a market value of around one 
hundred billion dollars.  That was 
the benchmark for ‘big’ in the 
1990s. At year-end, Apple Comput-
er, Microsoft and Amazon all had 
market caps above one trillion dol-
lars.  These valuations are unprece-
dented. [In January, Alphabet 
(Google) became the fourth mega-
cap to cross the one trillion mark in 
market capitalization.] 

Apple crossed the 1.2 trillion 
dollar mark. As a matter of perspec-
tive, that figure is more than the 
combined value of all the oil and 
gas companies listed in the S & P
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500. Stated differently, this is a 
case of one company that is 
worth more than a whole sector 
of a major market index. 

Big As the ‘Evil Em-
pire!’ 

Is size an issue? Is big neces-
sarily bad? The short answer to 
both questions is No! 

Size is an issue in the sense 
that it draws scrutiny from 
Congress and other regulatory 
authorities. We saw public hear-
ings in the US and abroad in 
2019. The agenda appears to be 
two-fold. Should we impose 
additional regulatory oversight?  
What is the best approach to 
taxing large companies for rev-
enue generated in various gov-
ernmental jurisdictions? 

The suggestion govern-
ments should ‘break up’ some 
of these companies just because 
they are large makes little 
sense. This ‘trust busting’ ap-
proach seems based on the as-
sumption that there is little or 
no competition because a hand-
ful of large companies limit op-
tions. We work with Apple 
products, (iPhone, Mac com-
puters) because we make that 
choice. There are lots of other 
options available. 

Big & Possibly Bad 

In some cases the issue of 
whether big is bad is more nu-
anced. The issue is corporate 
behavior.  Sonos is a company 

that manufactures speakers and 
wireless sound systems. They 
are also a company suing 
Google for patent infringement. 

The companies collaborat-
ed on various projects for years 
when Google did not manufac-
ture speakers.That changed 
when Google manufactured 
speakers that Sonos claims in-
corporates their technology.  
Something very similar played 
out in a parallel relationship 
with Amazon and Sonos.  
Sonos claims one hundred in-
stances of patent violation by 
both Google an Amazon. 

We do not believe that big 
is necessarily bad. Predatory 
behavior does seem to be a 
common part of the current 
landscape. That behavior 
should be the focus for regula-
tory oversight. 

We have a suggestion for 
regulators. Don’t regulate based 
on the presumption that big is 
bad. Do regulate bad corporate 
behavior by players of any size. 

Aramaco - Bigger 
Still

The Saudis finally man-
aged to float the stock for their 
national oil and gas company at 
the targeted market value of 
two trillion dollars. After much 
international brow beating and 
a fair amount of coercion at 
home soliciting more invest-
ment from royal family mem-
bers, the goal was achieved. 

We can’t resist the tempta-
tion to compare Apple, Mi-
crosoft and Amazon with Ara-
maco. The first three seem well 
positioned for the future. Ara-
maco, given the way it is mar-
keted and its product line, it 
reflects the past. That said, 
Aramaco is the biggest publicly 
traded dinosaur on the planet 
for the time being. 

A New Perspective

In early November Stephen 
lost the ability to see with his 
left eye.  There was no traumat-
ic or painful event. The diagno-
sis is “central retinal arterial 
occlusion.” There is no remedy 
or treatment. 

The experience literally 
generates a new perspective on 
just about everything. It is in-
teresting to learn how a person 
adapts to reduced peripheral 
vision and little to no depth 
perception. 

We are particularly grateful 
for the technology that supports 
our work. Larger font sizes and 
adjustable contrast levels help a 
lot. 

Another Perspective

The Investment Company 
Institute (ICI) is the trade asso-
ciation of the mutual fund in-
dustry.  The President’s New 
Year’s address included the fol-
lowing statistics.
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In 1940 total assets 
invested in mutual 
funds was $450 mil-
lion. 

In 2020 total assets 
invested in funds of 
all types was $27 
trillion. 

New Year Action 
Items

At the beginning of each 
year we encourage clients to 
think about charitable giving.  
Roughly 30% of all charitable 
contributions are made between 
Thanksgiving and year-end. 
Contributions made early in the 
new year are particularly ap-
preciated in the non-profit  
community. 

Let us know if we can help 
with stock donations or infor-
mation about Donor Advised 
Funds (DAFs). There are lots of 
convenient ways to give and 
giving early is a good idea. 

RMDs 

Most Required Minimum 
Distributions from retirement 
accounts need to be made by 
year-end.  A few individuals 
falling under the rules for the 
first time because of their age 
have until April 1. We’ll contact 
those clients with April dead-
lines in the next few weeks. 

As always, we are grateful for 
your business. 

Best Wishes for a Happy New 
Year! 

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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