
 

 

 

Trump Covid Positive Suggests Winter Caution, More Stimulus 
 
Steven Wieting, Chief Investment Strategist and Chief Economist 
Malcolm Spittler, Global Investment Strategy 

 President Trump’s COVID positive adds an unpredictable twist to the US election and 

policy drama, with a cautious message for the US approach to Covid this winter. 

 US job gains continue to show remarkable adaptability to Covid with resilience in the 

face of falling stimulus  

News that US President Trump and the First Lady tested positive for COVID-19 rocked world financial markets overnight.  The issue 

raises many questions, but we would caution about jumping to strong and lasting conclusions.  There are possible impacts on 

the election and US policy. But just as the virus has highly variable and unpredictable health effects on individuals, one 

might see the same for this news event.    

As Figure 1 below shows, prediction markets priced in an increased probability of a Biden victory after Trump’s health 

announcement.   US equity futures have dropped 1.3% on the news, with US Treasuries and the US dollar rising slightly on risk 

aversion.   

Trump derided heavy precautions for Covid infections as recently as during his debate against Vice President Biden on Tuesday. 

He has held in-person campaign rallies for supporters without masks or social distancing.  News of the President’s infection will 

now highlight the increased health risks for the country and strengthen the hands of those arguing for a more cautious approach to 

economic re-opening. 

At the margin, the news may move Republicans toward greater stimulus efforts. It is unlikely to mean a delayed US election, which 

would require consent of the Democrat controlled House.  (We would similarly expect no delay in Senate confirmation of Supreme 

Court Nominee Coney Barrett, though any movement on political timing should be closely watched.) 

While cancelling in-person campaign events, President Trump and his doctor said he would maintain all of his duties and control of 

government during his isolation over the next 14 days.  The severity of symptoms for those contracting the virus ranges 

widely.  While the mortality rate for men of the President’s age has been far higher than for the average of the population – near 7% 

- the President might also have only a mild case.  One simply cannot predict if or how Covid will impact President Trump’s activities.  

Comment: we believe news of the President’s Covid infection will inject greater caution into the US public approach to 

Covid.  This will encourage delays in reopening efforts which already face winter challenges to social distancing.  It raises the 

chances of a stronger fiscal response, though still likely after the election. It will strengthen arguments for Biden’s more cautious 

approach to Covid.  Still, news developments move very fast and unpredictably. We should not discount that this story will be seen 

differently or largely ignored weeks from now. 
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Figure 1: Real Clear Politics Prediction Market Odds 

 

Source: RealClearPolitics.com as of October 2, 2020.  

Nonfarm Payroll Gains Slow, But to a Robust +661K Pace 

US employment rose 661,000 in September.  While this was slightly weaker than consensus expectations, and continues a pattern of 

decelerating gains since the reopening surge in May, we continue to see the news positively as peak fiscal stimulus has fallen off long 

ago (April). 

Private payrolls were up a stronger 877,000 in September, with a large decrease in State and Local education employment cutting 280K 

off the total figure (see Figure 3). Some of this may be due to delays in school starting, but struggling state and local governments have 

not received bailout funds despite drastically reduced revenue. 

The unemployment rate fell to 7.9% from 8.4% on slightly less favorable underlying details.  Most notably, leisure and hospitality 

employment in September jumped by 318,000, or 36% of private job gains.  This is the category of employment most impacted by Covid 

shutdowns and reopening, and will be increasingly challenged to recover apace during the winter months. 

Comment: Despite our concerns about winter Covid, highlighted poignantly by President Trump’s health announcement, we 

still marvel at the US economy’s ability to adapt to the Covid challenge.  High levels of gross job destruction is ongoing, yet 

net employment has gained. This extends beyond mere reopening impact, but to new job openings in sectors helping the 

public adapt to Covid. 

Figure 2: Temporary Layoffs Fall as More Traditional 
Unemployment Rises 

Figure 3: State and Local Education Employment 

 

 

Source: Haver and Factset as of September 25, 2020. Note: Shaded regions denote recessions. 
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