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The Federal Reserve meets this week, its final scheduled gathering of 2019, with zero market expectations of a 

fourth consecutive rate cut taking place. The three Fed rate cuts implemented since July were seen as a boost 

to “jump start” consumer spending, i.e., lower interest rates incent Americans to borrow/spend more. This latter 

activity could ultimately lead to higher inflation as the increased demand for goods and services drives prices 

higher. Higher inflation, in and of itself, can also spur additional spending as consumers accelerate purchases 

before prices go any higher (source: BTN Research). 

 

Lower interest rates have created an unintended consequence in the pension world. The discount rate used 

to calculate the present value of pension liabilities has historically been benchmarked to high-quality 

corporate or Treasury bond yields. Many key interest rates have been cut in half over the last 12 years, e.g., the 

yield on the 10-year Treasury note has fallen from 4.02% (12/06/07) to 1.84% (12/06/19). Every one percentage 

point drop in the discount rate produces an approximate +12% increase in the present value of pension 

liabilities, a reality that is causing funding difficulties for retirement plans nationwide (source: Center for 

Retirement Research at Boston College). 

 

The UK general election on Thursday 12/12/19 is its first December election since 1923. Prime Minister Boris 

Johnson is seeking to gain a majority backing in Parliament which would allow him to enact his Brexit plan, 3 ½ 

years after voters approved UK’s divorce from continental Europe (source: BTN Research).   

Notable Numbers for the Week: 

 

1. SOME DO IT ON THEIR OWN - 61% of 1,000 workers surveyed in January 2019 are working with a financial 

advisor(s) or expect to work with an advisor(s) as they prepare for their eventual retirement (source: 

Employee Benefit Research Institute). 

 

2. ARE WE TWICE AS HEALTHY? - The United States spends 18% of its $21.5 trillion gross domestic product (GDP) 

on health care expenditures, more than double the 8.6% of GDP spent by 35 other major economies 

throughout the world (source: Organization for Economic Cooperation and Development). 

 

 

3. SOURCE OF PAYMENT - 42.6% of the cost to deliver a baby for the 3.95 million births in the United States in 

calendar year 2016 was paid for by Medicaid (source: National Vital Statistics System). 

 

 

4. EVEN WHEN YOU’RE SLEEPING - If you were paid $1 a minute for an entire year you would make $525,600 for 

the year, i.e., $60 per hour x 24 hours a day x 365 days in the year (source: BTN Research). 
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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 FINRA, 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.        CRN202012-257334 

 

 


