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UNDERSTANDING THE MARKET EFFECTS
OF GOVERNMENT SHUTDOWNS

When the headlines are filled with news about government actions or
market swings, it's natural to feel uncertain about what’s ahead.
Events like potential government shutdowns often dominate the news
cycle—but history reminds us that short-term disruptions rarely define
long-term financial outcomes.

At Crown Wealth Strategies, we believe perspective matters more
than prediction. Our approach integrates investment, tax, business,
and legacy planning so that temporary market movements don't derail
your long-term goals. We continuously evaluate how

developments in Washington and shifts in market sentiment may impact your financial life—
helping you make confident, well-informed decisions grounded in context, not noise.

Sincerely,

Lizzie Dipp Metzger
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Key Takeaways

+ The federal government is closed until Congress passes a new funding bill
¢ Most government shutdowns are brief and have little economic impact
» This one will probably be similar, although there’s a risk of permanent job cuts

The government shutdown may spark some short-term volatility for stocks, but investors aren’t
likely to bear the brunt of a red October.

The U.S. government officially shut down just after midnight today when Congress failed to reach
an agreement on a funding bill. Despite this, U.S. stock markets barely sold off, with the S&P 500
down only 0.1% as of 10:30 a.m. Eastern—still within striking distance of its all-time high. Bond

market reaction was muted too, with U.S. 10-year Treasury yields declining by just 0.04%

Low Impact

The government shutdown means that only essential federal government services will continue.
Government employees outside of these services are being temporarily furloughed without pay
until a funding bill is passed.

While a shutdown may seem scary at first glance, a look to history shows the economic impacts
are typically minimal. Most shutdowns see only slightly reduced GDP growth, typically by about
0.1% to 0.2% per week. Because the median shutdown lasts just 12 days, the overall hit to GDP
is usually only 0.2% total.

In this instance, many lawmakers have stated they plan to remain in Washington, D.C., amid the
shutdown. This suggests there may be a desire to reach an agreement as soon as possible.

Shutdown Resilience

Markets typically shrug off government shutdowns with positive returns

S&P 500 Retums During Past Govemnment Shuidowns

Year Length in Days S&P Return
1990 3 0.6%
1995 6 0.8%
1995-96 22 0.5%
2013 17 3.2%
2018 3 0.8%
201819 35 10.4%
Median 12 0.8%

Source: Russell Investments, L SEG Datastream. Stocks measured as the total return on the S&P
500 Index.




Temporary Layoffs?

One potential difference between this shutdown and prior ones is the possibility some
government agencies could make permanent job cuts. The scope of how many employees would
be impacted remains uncertain for now. However, a notable increase in permanent layoffs could
weaken the labor market more than expected, creating the risk of pushing the economy beyond a
soft landing and into a deeper slowdown instead.

Another complicating factor is the shutdown will likely delay the release of the September jobs
report, which was scheduled to be published on Friday. This may make it more difficult for
investors to get a full picture of the U.S. labor market, although other measures may hold some
clues. Tuesday's JOLTS report pointed to a stable labor market with a low rate of layoffs, but this
morning’s ADP report showed net job losses in September. Fortunately, the Federal Reserve's
next interest rate decision is near the end of this month, meaning that there’s still a good chance
it will be able to get the nonfarm payrolls data before making its next rate decision.

Don’t Get Spooked

We expect this shutdown to only be a minor footnote in financial history. Accordingly, we think
investors are best-served by focusing on the long term and staying close to their strategic plans,
rather than getting spooked by the headlines.

NEED TO SCHEDULE?

We are now able to meet in
person, via phone or Zoom!
We are here to work with you
whatever your preference!

Try our new easy scheduling
system, just choose the type of
meeting and date/time that
works for you and schedule
anytime!
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Crown Wealth Strategies is a comprehensive wealth planning practice in El Paso, Texas, that provides clients with an integrated
investment and insurance strategy focused on maximizing value over the course of their lifetime. Elizabeth Dipp Metzger Member
Agent, The Nautilus Group®, a service of New York Life Insurance Company - www.TheNautilusGroup.com. Financial Adviser
offering investment advisory services through Eagle Strategies LLC, a Registered Investment Adviser. Registered Representative
offering securities through NYLIFE Securities LLC, Member FINRA/SIPC, a Licensed Insurance Agency, * 303 N. Oregon Suite
1100 El Paso TX 79901 » 915-534-3200.Crown Wealth Strategies, its agents, employees and affiliates do not provide tax, legal or
accounting advice. Read more about the Forbes SHOOK®Research Top Financial Security Professionals list and the ranking
methodology here: https://www.forbes.com/sites/rishook/2024/07/10/method ology-americas-top-financial-security-professionals-
2024/. Council is an annual New York Life recognition program based on agent production from July 1-June 30.Crown Wealth
Strategies is not owned or operated by Eagle Strategies LLC, NYLIFE Securities LLC, or their affiliates.
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