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It was 8-years ago today (8/05/11) that the rating agency S&P downgraded the debt issued by the USA from a 

top credit rating, a ranking that had been held for 70 years. Gloom-and-doom predictions that forecasted 

rising interest rates for US government bonds sent the stock market down 6.6% the next trading day as investors 

feared the worst was yet to come. The Wall Street experts however were wrong. Since 8/05/11, the yield on the 

US 10-year Treasury note has not gone up but has fallen from 2.57% to 1.85% and the S&P 500 did not collapse 

but has gained +189% (total return) over the 8 years, equal to +14.2% per year (source: BTN Research).  

The Federal Reserve did exactly what was expected last week, but not as much as had been hoped for. The 

Fed lowered its key benchmark interest rate by ¼ of 1%, its first rate cut in 10 ½ years, but less than the ½ of 1% 

drop desired by stock investors. Chairman Jerome Powell called the Fed’s action a “mid-cycle adjustment to 

policy” instead of labeling it as the beginning of a series of rate cuts, leading some market watchers to 

conclude the drop might be a “one-and-done” reduction.  

The White House, convinced China is not holding up its end of an agreement to buy more grain from US 

farmers, is now threatening to impose 10% tariffs on almost all remaining Chinese imports (worth $300 billion 

annually) that are not subject to the 25% tariff previously implemented. The new tariffs would begin 9/01/19 

(source: White House).  

Notable Numbers for the Week: 

1. AND THE WORLD DIDN’T COLLAPSE - Today is the 2,000th trading day for the bond market since the USA was 

downgraded by S&P from a top credit rating on 8/05/11 (source: BTN Research). 

2. JUST IGNORE IT - The “Bipartisan Budget Act of 2019” was signed into law by President Donald Trump on Friday 

8/02/19. The bill increases our nation’s discretionary spending by $324 billion over the next 2 fiscal years (2020-

2021) above the statutory caps agreed to by Congress in December 2011 (source: BBA 2019). 

3. A LOT IN A FEW- Of the 532 bank failures that have occurred in the USA during the 15 years ending 7/31/19, 

51% (270 failures) have taken place in just 4 states – Georgia, Florida, Illinois and California (source: FDIC). 

4. GROWING POPULATIONS- From 1970 to 2019, San Jose has gone from the # 31 largest US city to # 10, and 

Phoenix has gone from # 20 to # 5 (source: Census Bureau). 

 

 

 

 

 



 

© 2019 Massachusetts Mutual Life Insurance Company (MassMutual), Springfield, MA 01111-

0001. All rights reserved. www.massmutual.com.  

This material does not constitute a recommendation to engage in or refrain from a particular course of action. The information within has 

not been tailored for any individual. The opinions expressed herein are those of Michael A. Higley as of the date of writing and are subject 

to change. MML Investors Services, LLC (MMLIS) provides this article for informational purposes, and does not make any representations as 

to the accuracy or effectiveness of its content or recommendations. Mr. Higley is not an employee of MMLIS and any comments, opinions 

or facts listed are those of Mr. Higley. 

This commentary is brought to you courtesy of MML Investors Services, LLC (Member SIPC). Past performance isn’t indicative of future 

performance. An index is unmanaged and one cannot invest directly in an index. Material discussed is meant for informational purposes 

only and it is not to be construed as specific tax, legal, or investment advice. Although the information has been gathered from sources 

believed to be reliable, it is not guaranteed. Please note that individual situations can vary therefore, the information should be relied upon 

when coordinated with individual professional advice. Clients must rely upon his or her own professional advisor before making decisions 

with respect to these matters.  

This e-mail may include forward-looking statements that are subject to certain risks and uncertainties. Actual results, performance, or 

achievements may differ materially from those expressed or implied.            CRN202008-251821 

 

 


