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Good morning! 

 

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 collapsed 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.  Additional rate cuts will be 

driven by the weakness/strength of the global economy and a escalation/resolution of trade tensions with 

China (source: Federal Reserve).      

 

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).    
 

 
08-05-2019 
 
Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the 

future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Private Capital 

Group, LLC (“PCG”), or any non-investment related content, made reference to directly or indirectly in this communication will be profitable, equal any corresponding indicated 

historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. Due to various factors, including changing market conditions and/or 

applicable laws, the content may no longer be reflective of current opinions or positions. Information contained in this communication is based on data gathered from what we believe 

are reliable sources. It is not guaranteed by PCG as to accuracy, does not purport to be complete, and is not intended to be used as a primary basis for investment decisions. Further, 

you should not assume that any discussion or information contained in this communication serves as the receipt of, or as a substitute for, personalized investment advice from PCG. 

To the extent discussed herein, investment indices are unmanaged and cannot be purchased directly. Historical performance results for investment indexes and/or categories are 

included for informational purposes only and generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an investment-management fee, the 

incurrence of which would have the effect of decreasing historical performance results. The S&P 500 is an unmanaged index of 500 widely held stocks that is generally considered 

representative of the US stock market. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, 
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he/she is encouraged to consult with the professional advisor of his/her choosing.  PCG is neither a law firm nor a certified public accounting firm and no portion of the communication 

should be construed as legal or accounting advice.  A copy of the PCG’s current written disclosure Brochure discussing our advisory services and fees is available upon request. 

Please Note:  If you are a PCG client, please remember to contact PCG, in writing, if there are any changes in your personal/financial situation or investment objectives for the 

purpose of reviewing/evaluating/revising our previous recommendations and/or services, or if you would like to impose, add, or to modify any reasonable restrictions to our 

investment advisory services.  PCG shall continue to rely on the accuracy of information that you have provided. 

 

Disclosure from our Author:  

Investment advisory services offered through PCG, a registered investment advisor. 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. The above communication is written by Michael A. Higley.  Any 

comments, opinions or facts listed are those of Mr. Higley.   

 

If you do not want to receive further editions of this weekly newsletter, please contact Private Capital Group at 860.561.1162, or e-mail: privatecapitalgroup@pcgct.com, 

or write to us at Private Capital Group, LLC, 29 S. Main Street, West Hartford, CT 06107. 


