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Topline Updates

• Every sector of society has felt the pain of the COVID-19 pandemic and Congress 

has taken unprecedented actions to address the situation. As of today, Congress has 

passed four major pieces of legislation adding trillions of dollars to the annual deficit, 

but the question remains – is it enough or will there need to me more? In today’s 

“Deeper Dive” we take a look at what challenges in ideology and funding face the 

Congress as they begin crafting the next COVID-19 stimulus package.  

• The House passed the $484 billion interim relief package today by a vote of 388-5, 

thus clearing the measure for the President’s signature.

• The House also considered Speaker Pelosi coronavirus select committee. The 

resolution to formally establish the select committee passed on a vote of 212-182 along 

party lines, with Rep. Justin Amash (I-Mich.) voting with Republicans in opposition.

• All HBS COVID-19 Federal Response Updates can be found by clicking here.

Coronavirus Case Update1

1 As of 6:00 PM, April 23, 2020; https://coronavirus.jhu.edu/map.html

Total Cases 
4.22.20

Total Cases 
4.23.20

Change from  
Last Update

Total 
Recovered

Total 
Deaths

Global 2,611,182 2,682,225 + 71,043 732,647 187,330

United States 834,858 856,209 + 21,351 78,339 41,400
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A Deeper Dive – With 3.5 Passed, What’s Next?

Today’s passage of the fourth coronavirus relief package has not even been signed into law yet and lawmakers 

have already begun the conversation over the next package – what we have been calling the Phase 4 

initiative. Passing a fifth COVID-19 relief bill is already shaping up to be more expensive and contentious than 

any of the four previous measures.

Earlier this week, the President seemed to support including aid to state and local governments, infrastructure 

spending, a payroll tax cut and tax breaks for restaurants, sports and entertainment interests in the next bill. 

At the same time, Senate Minority Leader Schumer stated that he would push for a “big, bold, broad” 

package that would include money for infrastructure, housing, election security, a “heroes fund” for frontline 

workers and first responders, a postal service rescue and “robust” state and local aid.

On the other side of the Capitol Building, Speaker Pelosi announced that she has her own wish list that 

includes extending enhanced unemployment insurance benefits past their current July 31 expiration, and 

another round of tax rebate checks. She also wants more money to protect the integrity of elections and 

let people vote by mail. 

These three visions of vast and additional spending clashed with Senate Majority Leader McConnell who 

made it very clear he intends to pump the brakes on any new major spending initiative. 

Prior to the enactment of the $483 billion Interim Emergency Spending measure, forecasters said they 

expect this year’s budget deficit to nearly quadruple the pre-coronavirus estimate, reaching the $4 trillion 

mark. That amount of red ink in a single fiscal year would dwarf the deficit peak of $1.4 trillion during the 

Great Recession and, as a share of the economy, approach levels not seen since World War II.

State & Local Funding

One of the biggest issues to work out in the next bill will be addressing funding concerns for state and local 

governments. The real question will boil down to whether or not to provide additional aid to state and local 

governments suffering revenue losses from the economic shutdown. 

The CARES Act package provided $150 billion to states and localities for coronavirus relief. Despite pleas 

from local and state governments, and a push by House Democrats to include additional funding in the 

next measure, the emergency package that passed today did not included any additional aid. This will 

undoubtedly be considered at some level in the next bill. As we reported in the April 17, 2020 version of this 

Update, States and local governments are begging for more relief, the cost of which will only rise the longer 

the pandemic forces businesses to stay closed. As this issue becomes more problematic for localities, new 

proposals like the bipartisan plan from Sens. Bob Menendez and Bill Cassidy mirrors the request advocated 

by the National Governors Association. 

Early indications are that Senator McConnell is resistant to additional direct federal aid to states. He noted 

that states could seek bankruptcy protection instead of asking “the federal government to borrow money 

from future generations to send it down to them now.” 
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House Ways and Means Chairman Richard Neal stated that his Committee plans to include assistance for 

the health-care industry, state and local governments as well as another round of stimulus payments and 

extended unemployment benefits into the fall in the next virus relief package. But he also spelled out his 

support for states and local governments - “Our states and local governments are feeling the pain of slashed 

revenue from this pandemic. Without our support, essential workers who have been risking their lives are at 

risk of losing their jobs,” Neal stated on the House Floor. 

Unemployment Insurance Benefits 

Lawmakers are also likely to clash over proposals to extend unemployment insurance benefits. The third relief 

package increased those benefits by $600 a week through the end of July, at a cost of about $268 billion 

over a decade. Pelosi has suggested extending those payments into the fall.

However, several Republican senators opposed that provision last month and we suspect they will raise 

numerous objections to extending that provision beyond July. During the debate over the CARES Act, 

Senator Lindsey Graham and others stated that the enhanced benefit would allow many low-wage workers 

to earn more on unemployment than they did at work, a disparity that would make it harder for employers 

to hire back needed workers when they reopen. Democrats dismissed that concern, saying the enhanced 

benefit was only temporary and that most workers still want a steady job.

Infrastructure 

A few weeks ago, Speaker Pelosi offered a nearly $800 billion infrastructure package as the next wave of 

stimulus funding. The President also announced his support for some variation of enhanced infrastructure 

funding. As such, infrastructure could be another costly component of the next stimulus package. 

The details of such a proposal are unclear, including the way in which the funding would be handled. For 

instance, the Speaker suggested earlier this month that it such a proposal would be treated separately from 

a COVID-19 response bill; however, the president and Minority Leader Schumer appear eager to include it 

in the next aid package.

Before the pandemic took hold, Democrats and Trump endorsed the concept of a $2 trillion initiative to build 

and renovate roads, bridges, water systems, airports and more. But they have never agreed on how to pay 

for it. Borrowing the money, as part of coronavirus relief, might avoid a financing fight.

Election Funding 

Additional funding for election security would also trigger a major disagreement in the Capitol. Democrats 

are pushing to help states provide for voting by mail with up to $4 billion, but Republicans have been 

resistant to the idea.

The bottom line – unlike the first series of relief measures that sped through the House and Senate, the next 

COVID-19 response bill will inevitably take longer and the final product will be fraught with political and 

ideological differences. However, there is no doubt that there will be at least one more COVID-19 measure 

in the next few weeks.
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A Review of Monetary Measures Taken Thus Far in Response to COVID-19

Federal Reserve Actions To Date

• Federal Reserve has cut interest rates 150 basis points to 0-0.25%.

• Asset purchasing program restarted, with no limit on potential purchases.

• $2.3 trillion of credit through new programs, backed by $215 billion of Treasury funds:

 ° Provide liquidity through Primary Market Corporate Credit Facility for new debt and the Secondary 
Market Corporate Credit Facility (SMCCF) for outstanding debt:

 » $750 billion of loans available.

 » Allows purchases of securities recently downgraded from high-grade status.

 ° Establish Term Asset-Backed Securities Loan Facility (TALF), to support corporate bond market:

 » $100 billion of loans available.

 » Eligible collateral includes the triple-A rated tranches of both outstanding CMBS and newly issued 
CDO.

 ° Expand Money Market Mutual Fund Liquidity Facility (MMLF) to include a wider range of securities, 
including municipal variable rate demand notes (VRDNs) and bank certificates of deposit.

 ° Commercial Paper Funding Facility:

 » Fed program to alleviate short-term funding strains in the corporate sector through purchases of 
unsecured and asset-backed commercial paper directly from companies.

 ° Primary dealer credit facility:

 » Extension of credit to primary dealers in order to support broader market and systemic stability.

• Main Street Lending Program to support lending to eligible small-and-medium sized businesses

 ° $600 billion of loans available.

 ° Four-year loans to companies employing as many as 10,000 workers, or with revenues of less than 
$2.5 billion.

 ° Principal and interest payments will be deferred for one year.

• Paycheck Protection Program Lending Facility:

 ° Supply liquidity to financial institutions through term financing taking small business loans as collateral.

 ° Aimed at ensuring businesses keep their workers on the payroll.

• Municipal Liquidity Facility

 ° $500 billion of loans available.

 ° Purchases of short-term notes directly from U.S. states and eligible counties and cities.

• Increased dollar swap lines with other central banks to daily from weekly:

 ° Established new lines with Australia, Brazil, Denmark, South Korea, Mexico, Norway, New Zealand, 
Singapore and Sweden.
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The Federal Reserve has acted swiftly and aggressively to ensure that core capital markets continue 

functioning smoothly, preventing a liquidity crisis from turning into a solvency crisis. Early indications suggest 

they are achieving their objectives. Importantly, the policies are more geared toward market stability than 

economic stimulus.

Congressional Fiscal Measures

In total, Congress has passed $2.9 trillion in stimulus programs, equal to nearly 15% of GDP. Here is a brief 

outline of measures passed to date:

• Phase 3.5: $484 billion

 ° $322 billion increase to small business loan/grant program

 ° $60 billion for disaster loans, $75 billion to reimburse hospitals, and $25 billion to increase state testing 
capacity.

• Phase 3: $2 trillion stimulus - equal to about 10% of GDP

 ° $300 billion direct payments to lower- and middle-income Americans -- $1,200 for each adult, as well 
as $500 for each child;

 ° $250 billion of augmented unemployment insurance;

 ° $454 billion to backstop Federal Reserve programs or facilities that loan to businesses, states, or 
municipalities;

 ° $350 billion small business loan/grant program;

 ° $150 billion aid to states;

 ° $120 billion for hospitals and veterans’ healthcare;

 ° $60 billion support for airlines and cargo carriers;

 ° $25 billion support for public transit.

• Phase 2: Paid sick leave and food assistance for vulnerable populations.

• Phase 1: $7.8 billion for state and local governments fighting the virus

 ° $500 million waiver on Medicare tele-health program

Regulatory Actions

Treasury and SBA Change PPP Rules for Larger Businesses Looking for Loans

The Treasury Department, in conjunction with the SBA, issued new guidance today in the form of a FAQ 

which makes it harder for larger businesses with deep pockets - it uses public companies as an example - to 

certify that they need a Paycheck Protection Program (PPP) loan because of economic uncertainty. 

Some large public companies that received loans to keep employees working probably do not need it and 

may want to consider giving it back, according to today’s modification. The Small Business Administration 
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and Treasury updated their Frequently Asked Questions clarifying that applicants seeking a PPP loan that 

are public companies with substantial market value and access to capital markets likely cannot certify in 

good faith they need that loan.

This is their determination even though the CARES Act says specifically that the usual proof by the small 

business that it cannot obtain “credit elsewhere” is waved by the Act. According to the FAQs, a borrower 

that applied for a PPP loan before the release of the FAQs can repay it by May 7 and will be deemed by the 

SBA to have made the certification in good faith.

Here is the Question and Answer from Treasury and the SBA:

31. Question: Do businesses owned by large companies with adequate sources of liquidity to support the 

business’s ongoing operations qualify for a PPP loan?

Answer: In addition to reviewing applicable affiliation rules to determine eligibility, all borrowers must 

assess their economic need for a PPP loan under the standard established by the CARES Act and the PPP 

regulations at the time of the loan application. Although the CARES Act suspends the ordinary requirement 

that borrowers must be unable to obtain credit elsewhere (as defined in section 3(h) of the Small Business 

Act), borrowers still must certify in good faith that their PPP loan request is necessary. Specifically, before 

submitting a PPP application, all borrowers should review carefully the required certification that “[c]urrent 

economic uncertainty makes this loan request necessary to support the ongoing operations of the Applicant.” 

Borrowers must make this certification in good faith, taking into account their current business activity and 

their ability to access other sources of liquidity sufficient to support their ongoing operations in a manner 

that is not significantly detrimental to the business. For example, it is unlikely that a public company with 

substantial market value and access to capital markets will be able to make the required certification in 

good faith, and such a company should be prepared to demonstrate to SBA, upon request, the basis for 

its certification. Lenders may rely on a borrower’s certification regarding the necessity of the loan request. 

Any borrower that applied for a PPP loan prior to the issuance of this guidance and repays the loan in full by 

May 7, 2020 will be deemed by SBA to have made the required certification in good faith.
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Important COVID-19 Related Links

• For information on the Department of Education’s CARES Act’s Higher Education Emergency Relief 

Fund, please visit: https://www2.ed.gov/about/offices/list/ope/caresact.html

• For Department of Treasury resources on COVID-19 and Small Business’ Assistance programs, please 

visit: https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-small-businesses

• For Department of Treasury resources on the Coronavirus Relief Fund for payments to State, Local, 

and Tribal governments navigating the impact of the COVID-19 outbreak, please visit: https://home.

treasury.gov/policy-issues/cares/state-and-local-governments

• For information on the Small Business Administration’s Paycheck Protection Program, click here.

• For information on Unemployment Insurance Program Letter (UIPL) 16-20 providing guidance to 

states for implementation of the Pandemic Unemployment Assistance (PUA) program, click here.

• For more information on UIPLs or previous guidance, please visit: https://wdr.doleta.gov/directives/.

• For Department of Labor resources on COVID-19, please visit: https://www.dol.gov/coronavirus.

• For Department of Agriculture resources on COVID-19, please visit: https://www.usda.gov/coronavirus

• For Department of Homeland Security resources on COVID-19, please visit: https://www.dhs.gov/

coronavirus

• For U.S. Immigration and Customs Enforcement resources on COVID-19, please visit: https://www.

ice.gov/coronavirus

• For Department of State resources on COVID-19, please visit: https://www.state.gov/coronavirus/

• For United States Agency for International Development resources on COVID-19, please visit: https://

www.usaid.gov/coronavirus

• For more information about COVID-19 from the Centers for Disease Control and Prevention (CDC), 

please visit: https://www.cdc.gov/coronavirus/2019-ncov/index.html.

• For more information about COVID-19 from the National Institutes of Health (NIH), please visit: 

https://www.nih.gov/health-information/coronavirus

• For information on the U.S. Election Assistance Commission’s 2020 HAVA Coronavirus Aid, Relief 

and Economic Security (CARES) Act Grants, please visit: https://www.eac.gov/payments-and-

grants/2020-cares-act-grants

https://www2.ed.gov/about/offices/list/ope/caresact.html
https://home.treasury.gov/policy-issues/top-priorities/cares-act/assistance-for-small-businesses
https://home.treasury.gov/policy-issues/cares/state-and-local-governments
https://home.treasury.gov/policy-issues/cares/state-and-local-governments
https://www.sba.gov/funding-programs/loans/coronavirus-relief-options/paycheck-protection-program-ppp
https://wdr.doleta.gov/directives/corr_doc.cfm?DOCN=4628
https://wdr.doleta.gov/directives/
https://www.dol.gov/coronavirus
https://www.usda.gov/coronavirus
https://www.dhs.gov/coronavirus
https://www.dhs.gov/coronavirus
https://www.ice.gov/coronavirus
https://www.ice.gov/coronavirus
https://www.state.gov/coronavirus/
https://www.usaid.gov/coronavirus
https://www.usaid.gov/coronavirus
https://www.cdc.gov/coronavirus/2019-ncov/index.html
https://www.nih.gov/health-information/coronavirus
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https://www.eac.gov/payments-and-grants/2020-cares-act-grants

