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In the early hours of March 25th, the Senate and the Trump administration reached a deal on the  
$2 trillion stimulus package aimed at cushioning the fall for U.S. businesses and consumers in the wake 
of the coronavirus pandemic. The bill was approved by the Senate late on March 25th, passed through 
the House on March 27th, and was signed by President Trump the afternoon of March 27th. The size of 
the package is over 9% of GDP and is greater than the three major relief packages passed during the 
2008 crisis combined.
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$2 Trillion CARES Act Stimulus Package: Five Main Areas of Relief

Tax Relief for 
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Loans to Support 
Distressed 
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Small Businesses

More Financial 
Backing to Fight the 
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Financial Support 
for Families and 

Individuals

The package encompasses five main areas of relief: (1) financial support for families and individuals, (2) loans to 
support distressed companies, (3) loans to support small business payrolls, (4) tax relief for businesses, and (5) more 
financial backing to fight the spreading of the virus. The following update summarizes the key elements of each area 
and concludes with an assessment of the expected impact of this stimulus package.

FINANCIAL SUPPORT FOR FAMILIES AND INDIVIDUALS

One-Time Checks
The relief package provides $300 billion in one-time direct deposits of $1,200 for individuals earning an adjusted 
gross income of $75,000 or less and $2,400 for joint filers earning $150,000 or less plus $500 for each child. These 
direct deposits will scale down by $5 for each $100 of income greater than those levels, to phase out at $99,000 for 
individuals, $146,500 for heads of households with one child, and $198,000 for joint filers without children.
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Enhanced Unemployment Insurance
Unemployment insurance benefits will be expanded by $250 billion and extended from most states’ 26 weeks to 
39 weeks. Until July 31st, 2020, each recipient of unemployment insurance will receive an extra $600 per week. 
Through December 31st, 2020, for those unable to work as a direct result of coronavirus and not traditionally 
eligible for unemployment benefits (such as self-employed individuals, individuals with limited work history, and 
independent contractors), unemployment payments will be provided.

Relief for Student Loans
All loan and interest payments on federally-owned student loans will be suspended without penalty to the 
borrower through September 30th, 2020.

Retirement Withdrawal Penalty Waiver
For coronavirus-related distributions up to $100,000 made in 2020 from an eligible retirement plan, the 10% 
early withdrawal penalty will be waived.

LOANS TO SUPPORT DISTRESSED COMPANIES

The Treasury has been authorized to offer $500 billion in loans to the following:

 � $454 billion for Federal Reserve backstop facilities to provide liquidity in the financial system

 � $29 billion for passenger and cargo air carriers

 � $17 billion for businesses that are important to maintaining national security

These disbursements will be made through the Exchange Stabilization Fund, which was created as part of 
the Gold Reserve Act of 1934 and allows the Treasury to spend money by consent of the President without 
Congressional appropriation. The loans are to be secured by the assets of the borrowing company with a term 
not greater than five years. The package will also provide $32 billion of grants for passenger and cargo air 
carriers as well as contractors to cover their wages.

LOANS TO SUPPORT SMALL BUSINESS PAYROLLS

$350 billion has been allocated to launch a Paycheck Protection Program as part of the Small Business 
Administration 7(a) guaranteed lending program to support payrolls of businesses and non-profits that have 
under 500 employees. These loans will be available through December 31st, 2020. This portion of the stimulus is 
intended for the hotel, restaurant, and retail industries that have been hardest hit during this crisis.

The program will provide loans that are 100% guaranteed by the government to cover up to 2.5 months of 
payroll costs of $10 million and below. Compensation paid to individuals earning more than $100,000 a year will 
be excluded.

The loan may be used to cover payroll primarily but could also be used for paydown of existing debt, mortgage 
and/or rent payments, and utility payments. Amounts used for payroll costs and paydown of existing debt 
between February 15th, 2020 and June 30th, 2020 are eligible for forgiveness.

TAX RELIEF FOR BUSINESSES

Social Security Payment Postponement
Employers may postpone paying the employer share of social security taxes through December 31st, 2020.

Payroll Tax Credit Refund
Between March 13th, 2020 and December 31st, 2020, businesses will receive a payroll tax credit refund of 50% 
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of the wages paid to employees, up to $10,000 per employee, for each quarter that the business must remain 
closed due to a government-imposed coronavirus lockdown. This tax credit would also apply to businesses with 
a 50% decline in revenues for each quarter versus the prior year’s same calendar quarter.

Airline Excise Tax Holiday
Provides through December 31st, 2020 a tax holiday for the:

 � 7.5% excise tax on passenger transport for airlines 

 � 6.25% excise tax on cargo transport for airlines

Accelerated AMT Tax Credit Recovery
The AMT (alternative minimum tax) was repealed in the 2017 Tax Cut and Jobs Act, but that Act allowed 
companies to recover AMT taxes paid prior to the repeal as credit refunds in future tax filings starting in 2018 
over four years. This relief package accelerates these credit refunds so that they can all be claimed for the 2018 
tax year.

Allow NOL Carrybacks
An NOL (net operating loss) is created when a business’s operating expenses exceed its revenues. Current law 
prevents carrying back, or applying to previous years, NOLs from 2018–2020. This relief package will permit a 
five-year carryback for NOLs incurred in 2018–2020 to provide cash infusions in the form of quick refunds to 
businesses.

MORE FINANCIAL BACKING TO FIGHT THE SPREAD OF THE VIRUS

$150 billion will go towards local and state governments to cover costs associated with fighting the pathogen. 
The stimulus also includes $117 billion in equipment and supplies funding for healthcare providers such as 
hospitals. $27 billion will go into an emergency fund to support vaccine development at universities and drug 
companies. It also delays certain Medicaid cuts to hospitals and provides higher Medicare reimbursements for 
hospitals and doctors as well as expand telehealth. Payments for treating patients infected with coronavirus will 
be increased by 20% for hospitals.

MISCELLANEOUS

Any business owned by the President, Vice President, and members of Congress and their families will be barred 
from any of the loans provided as part of the relief package. Any business that receives a loan through this relief 
package will be subject to limits on executive bonuses and a prohibition on stock buybacks for the term of the 
loan plus a year. The stimulus program also includes $48 billion for the U.S. farming industry and $25 billion 
for public transit across the country to cover lost revenue due to the shelter-in-place programs. The U.S. Postal 
Service will receive a $10 billion loan and nationwide passenger rail service Amtrak will receive $1 billion for 
revenue loss due to the virus. The Treasury will install a new inspector general to oversee all loans that are part 
of this stimulus program.

EXPECTED IMPACT

This relief package can be viewed as Phase III of the coronavirus-related emergency response legislation that 
Congress has been passing over the last 3 weeks. Passed on March 6, Phase I provided $8.3 billion to reimburse 
local and state governments for accelerated vaccine research and stockpiling of medical supplies to prepare for 
and fight the virus. Passed on March 18, Phase II provided $100 billion for enhanced financial support towards 
food assistance for children and seniors, funding for coronavirus testing, paid sick leave for employees, and tax 
credits to pay for emergency leave for medium and small businesses. Senate appropriators are currently fielding 
recommendations for Phase IV. 



Of note, Phases I through III include very little in provisions specifically to assist the U.S. energy industry, which 
is concerning as we expect fallen angels (bonds downgraded from investment grade to sub-investment grade) 
to be dominated by that sector. Recent estimates show an expected range of 4-15% of the investment grade 
corporate universe to be downgraded as a result of this crisis, with Occidental Petroleum’s bonds being the first 
such instance over the past week. Some of these downgrades may be followed by defaults and may worsen 
into bankruptcies, so the hope is that Phase IV might include some aid for these beleaguered exploration and 
production companies, oilfield services companies, pipeline companies, and refiners.

In total, the stimulus is part of a global effort intended to soften the blow of the impending worldwide recession 
on businesses and consumers. As such, it is expected to provide a slight upward offset to GDP that is expected 
to fall dramatically due to the shelter-in-place programs and social distancing. These initiatives will also serve 
to prop up the securities markets to a certain extent, as can be shown in the market rebound over the previous 
three days, at least for a finite period of time. However, as countries expand such stimulus, it will be expected 
to expand their deficits as well and these stimuli may ultimately have an inflationary impact, which coupled with 
a dwindling economy could possibly lead to at least some level of stagflation.

Despite the unprecedented size of this stimulus package, it is a temporary measure that will only go towards 
sustaining businesses and consumers for so long before defaults on debt and bankruptcies begin to emerge. 
The only permanent solution that will help both the markets and economy recover is in the form of a potential 
vaccine or treatment, or at a minimum, containment and control of the coronavirus outbreak.
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The CARES Act is hosted on the Senate’s website, available to view here
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