
There has been a great deal of discussion lately on negative
interest rates and how such a policy would affect the economy
and consumers.  

What  are negative interest rates?  A negative interest rate means
that a bank or lending institution (usually a national central bank
like the Federal Reserve Bank) brings its interest rates down to
either zero or below zero.  Negative interest rates occur
infrequently and usually only during harsh economic times.* 

A negative interest rate scenario means the lender is paying an
individual or business to borrow money and charging savers a fee
to keep their money at the bank. It seems upside down and it is. If
a bank does not have to pay savers interest, they can afford to
make very low interest loans and still make a profit. 

Banks probably won’t actually pay people to borrow but the low
interest rate makes borrowing very attractive.  The object is to
stimulate the economy by encouraging borrowing and spending. 
If you can borrow at extremely low rates the theory is that you are
more likely to make big purchases or enlarge or start a business.
 

The 2008 financial crisis created an economic slump that
remained for years.  In 2014 the European Central Bank cut rates
below zero and Japan soon followed.  Again, the idea was to
stimulate spending and growth.  The rates have stuck and the
debate now is whether a policy that was meant to push growth has
permanently altered financial markets and has the policy actually
worked.

What does it mean for you?

Negative interest rates have not been part of the Federal Reserve
Bank’s policy.  While we are not in a position to say what they will
or will not do, it is important that you remain as informed as
possible.

Most likely banks would still pay the average depositor a small
amount of interest and charge big companies and large
depositors a fee.  The interest rates for loans would be very low.**

At Mappa Wealth Management we have the knowledge and
resources to create a strategy to help you counter the impact of
such an economic policy or take advantage of it.  Please call us
with any questions on this or any other financial concern you may
have. 

*TheStreet.com, Feb. 2018. 

** USA Today, Sept 12, 2019
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