
 
 
 
 
 
 
 
 
 

Do Government Shutdowns Hurt Equity Markets? 
On October 1st, the United States 
government failed to pass a spending 
measure, causing a partial shutdown of 
certain “non-essential” government 
operations. A majority of key services like 
Social Security, Medicare, the DMV, the IRS, 
and the military will remain open and 
functioning, though most agencies will have 
some number of employees furloughed until 
the funding is restored. However, some 
employees, like air traffic controllers, are 
considered essential and must continue 
working even though they won’t receive 
paychecks until the shutdown ends. 
Fortunately, a law passed in 2019 
guarantees that all federal workers will 
receive full back pay once the government 
reopens.  

Despite dominating both traditional and 
financial media, government shutdowns do 
not tend to have a significant impact on the 
economy or the stock market. Chart 11 
shows the S&P 500 in orange with past 
government shutdowns over the last 50 
years highlighted in green. Despite a 
multitude of shutdowns, there has been no 
noticeable effect on the stock market. The closest recession following a government shutdown was 14 months, and that recession was brought on by the 
pandemic in 2020, not related to any economic weakness from the government remaining closed in 2018. Although government shutdowns can be socially and 
politically disruptive, they have little to no impact on the broader economy or long-term investment performance. 
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Chart 1: Stock Market Returns Over Time 
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Index Definitions 

S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide range of investment 
products. The index includes 500 leading companies and captures approximately 80% coverage of available market capitalization. 

Disclosures 

The statements provided herein are based solely on the opinions of the Osaic Research Team and are being provided for general information purposes only. 
Neither the information nor any opinion expressed constitutes an offer or a solicitation to buy or sell any securities or other financial instruments. Any opinions 
provided herein should not be relied upon for investment decisions and may differ from those of other departments or divisions of Osaic Wealth, inc. (“Osaic”) or its 
affiliates.  

Certain information may be based on information received from sources the Osaic Research Team considers reliable; however, the accuracy and completeness of 
such information cannot be guaranteed. Certain statements contained herein may constitute “projections,” “forecasts” and other “forward-looking statements” 
which do not reflect actual results and are based primarily upon applying retroactively a hypothetical set of assumptions to certain historical financial information. 
Any opinions, projections, forecasts and forward-looking statements presented herein reflect the judgment of the Osaic Research Team only as of the date of this 
document and are subject to change without notice. Osaic has no obligation to provide updates or changes to these opinions, projections, forecasts and forward-
looking statements. Osaic is not soliciting or recommending any action based on any information in this document. 

Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. Indexes are unmanaged and 
investors are not able to invest directly into any index. Past performance cannot guarantee future results. 

Securities and investment advisory services are offered through the firms: Osaic Wealth, Inc. and Osaic Institutions, Inc., broker-dealers, registered investment 
advisers, and members of FINRA and SIPC. Securities are offered through Osaic Services, Inc. and Ladenburg Thalmann & Co., broker-dealers and members of 
FINRA and SIPC. Advisory services are offered through Ladenburg Thalmann Asset Management, Inc., Osaic Advisory Services, LLC. and CW Advisors, LLC., 
registered investment advisers. Advisory programs offered by Osaic Wealth, Inc. are sponsored by VISION2020 Wealth Management Corp., an affiliated 
registered investment adviser. 8487831 
 
 

 
1 Data Obtained from Bloomberg as of 10.8.2025 


