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October 1, 2025

For the ninth time since 1982, the U.S. government has entered a partial shutdown as of October 1, under which funding for all 
but the most essential operations is halted. As of this writing, U.S. lawmakers remained in a stalemate on a spending measure, 
with Senate Republicans (who hold 53 of the chamber’s 100 seats) needing seven votes from Democrats to reach the 60-vote 
threshold for passage. 

We have some history of shutdowns to go by, although the length and potential impact of these events have increased in recent 
years. In general, the economic impact of shutdowns has ultimately been small. In most cases, stock prices rose after the 
shutdown ended (more on that below), while bond yields fell.

What happens during a U.S. government shutdown?
All nonessential services funded by congressional appropriations are halted, and those employees are furloughed. Essential 
services such as law enforcement, air traffic control, and parts of the military will continue to be provided. Some functions such as 
passport issuance or other permitting agencies may see delays, while tourist services (such as national parks) may shut down 
completely. Note that the furloughs could potentially come after a number of U.S. government agencies have already been 
downsized significantly since the creation earlier this year of the Department of Government Efficiency; President Trump has 
indicated that additional government workers may be laid off in the event of a shutdown. 
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•	 The U.S. government entered into a partial shutdown as of October 1, representing the ninth such occurrence in the past four 
decades. 

•	 While this shutdown will certainly prove inconvenient for many, it is likely to have only minimal impact on the U.S. economy.

•	 Longer-term market impacts are also likely to be minimal, although it may create some short-term uncertainty.
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What is the potential economic impact of a U.S. government shutdown?
This current shutdown is expected to result in furloughs for 750,000 “non-essential” employees (out of a total of 2.9 million civilian 
workers). Essential workers must report to their jobs but will not be paid during the shutdown. In the past, federal workers have 
been fully compensated for pay lost after a budget is passed and the shutdown ends. That has prevented shutdowns from having 
large negative multiplier effects on spending, provided they end relatively quickly. 

The longer a shutdown lasts, or if furloughs turn into permanent layoffs, the larger the negative impact on the economy will be. 
Since 1980, the length of shutdowns has ranged from less than a day (1981, 1984, 1986) to 35 days (2018-2019). According to 
a report from S&P Global, each week of a U.S. shutdown would shave an estimated 0.15% from U.S. GDP, though most of that 
activity would likely be recovered quickly when the shutdown ends. 

Note, however, that there has already been a significant reduction in government-related economic activity this year. Federal 
purchases of goods and services have dropped at a 5.4% annual rate in real (inflation-adjusted) terms in the first half of 2025, 
including an even larger 8.5% drop in nondefense spending. The effect of the spending reductions knocked 0.35% off real GDP 
growth in the first half, on average. With much of that likely frontloaded, a shutdown of nonessential services in October likely 
wouldn’t have a much greater impact on growth.

Apart from the direct impact on GDP, there are other ways in which a shutdown may contribute to short-term uncertainty. First, 
because we cannot know for certain what the true economic impact may be, markets may struggle to interpret economic data 
during, or soon after, a shutdown. Also, the calculation of some economic data may fall under “nonessential” government 
functions, and so the release of some key economic indicators, such as the U.S. consumer price index (CPI) and the monthly 
jobs report, may be delayed.  

How have U.S. government shutdowns affected the stock market?
Figure 1 shows that the equity market generally looks through shutdown episodes, with a slight sell-off prior to the event, and no 
discernable trend during the shutdown. Markets are generally higher after the uncertainty of the shutdown eases, as shown by 
12-month forward returns. 

Figure 1. Equity Market Has Shrugged Off Shutdowns
Data for S&P 500® Index around the indicated U.S. government shutdowns

Source: CFRA Research and Bloomberg. Data compiled October 1, 2025. For illustrative purposes only.
Past performance is not a guarantee of future results.
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A Final Word
Markets appear to interpret shutdowns as political theater as opposed to events that have severe negative impacts on the 
economy. So long as that is the case this time as well, the current shutdown should pass into the history books without much of 
a trace. Of course, the uncertainty around such events can engender market volatility in the short term. That sort of volatility can 
present opportunities for active managers, and we will be monitoring future developments closely. 
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Glossary & Index Definitions

The S&P 500® Index is widely regarded as the standard for measuring large 
cap U.S. stock market performance and includes a representative sample of 
leading companies in leading industries.

Indexes are unmanaged, do not reflect deduction of fees and expenses and 
are not available for direct investment. 
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(“Lord Abbett”). Lord Abbett is a registered investment adviser under the 
U.S. Investment Advisers Act of 1940 (the “Advisers Act”), as amended, and 
is subject to the Advisers Act rules and regulations adopted by the U.S. 
Securities and Exchange Commission (‘SEC”). Registration with the SEC 
does not imply a particular ability or training. Lord Abbett is a global asset 
manager with headquarters in Jersey City, New Jersey.

Certain information provided in the material has been obtained from third 
party sources and such information has not been independently verified by 
Lord Abbett. No representation, warranty, or undertaking, expressed or 
implied, is given to the accuracy or completeness of such information by 
Lord Abbett or any other person. While such sources are believed to be 
reliable, Lord Abbett does not assume any responsibility for the accuracy or 
completeness of such information. Lord Abbett does not undertake any 
obligation to update the information contained herein as of any future date.

Certain information contained in the material constitutes “forward-looking 
statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” 
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or 
other variations thereon or comparable terminology. Due to various risks and 
uncertainties, actual events, results or actual performance may differ 
materially from those reflected or contemplated in such forward-looking 
statements. Nothing contained in the material may be relied upon as a 
guarantee, promise, assurance or a representation as to the future.

Market forecasts and projections are based on current market conditions 
and are subject to change without notice. Projections should not be 
considered a guarantee.

Past performance is not a reliable indicator or guarantee of future 
results. All investments involve risk, including the loss of capital. 
Investments are not guaranteed by Lord Abbett, its affiliates, or any 
governmental agency.

The views and opinions expressed are those of the Lord Abbett author as of 
the date of the material, and do not necessarily represent the views of the 
firm as a whole. Any such views are subject to change at any time based 
upon market or other conditions and Lord Abbett disclaims any responsibility 
to update such views. References to specific asset classes and financial 
markets are for illustrative purposes only. This material is not intended to be 
relied upon as a forecast, research or investment advice. Neither Lord Abbett 
nor the Lord Abbett author can be responsible for any direct or incidental 
loss incurred by applying any of the information offered. 

The information in this material does not constitute a distribution, an offer, an 
invitation, a personal or general recommendation or solicitation in any 
jurisdiction. This material has not been reviewed or approved by any 
regulatory authority in any jurisdiction.

None of the information provided should be regarded as a suggestion to 
engage in or refrain from any investment-related course of action as neither 
Lord Abbett nor its affiliates are undertaking to provide impartial investment 
advice, act as an impartial adviser, or give advice in a fiduciary capacity.

Mentions of specific companies are for reference purposes only and are not 
meant to describe the investment merits of, or potential or actual portfolio 
changes related to, securities of those companies.

Unless otherwise noted, all discussions are based on U.S. markets and U.S. 
monetary and fiscal policies.

This material may not be reproduced in whole or in part or any form without 
the permission of Lord Abbett. Lord Abbett mutual funds are distributed by 
Lord Abbett Distributor LLC, member FINRA.

Copyright © 2025 by Lord, Abbett & Co. LLC. All rights reserved.

Lord, Abbett & Co. LLC | 30 Hudson Street | Jersey City, NJ 07302-4804 | T 1.888.522.2388 | lordabbett.com

Copyright © 2025 by Lord, Abbett & Co. LLC/Lord Abbett Distributor LLC. All rights reserved.
ME-GOVSHUT 
10-25 NOT FDIC INSURED–NO BANK GUARANTEE–MAY LOSE VALUE


