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US: Trump talks tough…
A travel ban for Europe and measures to support workers and
businesses may help to mitigate some of the strains, but markets
won’t show relief until we get better news on Covid-19

President Trump has announced a package of policy measures to try to insulate the American
population and its economy from Covid-19. The headline measure is to ban travel from Europe for
30 days (excluding the UK), from midnight Friday. There is the obvious question as to whether
people can travel from continental Europe to the UK before onward travel to the US. Presumably
more details will follow, but this will have an economic cost due to the business and tourism
linkages between Europe and the US.

The President has also proposed relief for ill or quarantined workers in terms of sick pay, which is
similar to what the UK announced on Wednesday plus capital and liquidity measures to support
small firms affected by the virus amounting to an extra US$50bn. He also announced some
credit/liquidity measures including the prospect of some interest-free loans direct from the
government that could be worth up to US$200bn.

Mitigation, not salvation
President Trump again pushed his payroll tax cut plan, which we discussed yesterday
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Our main issue with this proposal is that it benefits higher-income households and doesn’t directly
impact those most vulnerable - the elderly and those out of work who are not on payrolls -
admittedly the support for sick workers may mitigate here. 

The combination of precautionary measures and fear are driving the outlook for the economy and
that won’t change until the prognosis for the virus changes. All that today’s measures can do is
mitigate some of the strains on the economy and financial system. Further Fed rate cuts are likely
with the market pricing 75bp of easing on Wednesday, but this is unlikely to prevent the economy
from experiencing both negative GDP growth and negative consumer price inflation in 2Q20. With
uncertainty set to linger, we continue to see downside risk for treasury yields.

Author

James Knightley
Chief International Economist
james.knightley@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

mailto:james.knightley@ing.com
http://www.ing.com

