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ANpREW WHAT ARE THE ORIGINS BE Aggz?prgHgR/NG

CIC FINE ENCOE OF THE BONPC VIGILANTESZ DO THEY REALLY INTO ACTION YET
EXIST AND, IF SO, WHAT DO THEY DOZ AGAINZ
THESE UNSUNG HEROES ARE SAID TO '
HAVE PULLED THE STRINGS FOR DECADES

Z20Z22:
TRUSS

THE BOND VIGILANTES
RISE AGAIN?
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EROM ROB/N HOOPrZ 7O
BATMAN, VIGILANTES ARE
A FEATURE OF POPULAR
CULTURE, TAKING MATTERS
INTO THEIR OWN HANDS
WHEN THE LEGAL AGENCIES
ARE THOUGHT TO BE
INADPEQUATE, USUALLY
WITHOUT LEGAL AUTHORITY
BUT OFTEN WITH A DEGREE

OF MORAL
RIGHTEOUSNESS!
S

IS IT
A BIRD, IS IT
A PLANEZ

THE
FINANCIAL
MARKETS HAVE
THEIR OWN
SELF-APPOINTED GUARPIANS,
THE BOND VIGILANTES, A
TERM COINED BY ECONOMIST
EP YARPEN/ IN THE 1980S TO
DESCRIBE INVESTORS WHO SOLD
OFF TREASURY BONDS TO
PROTEST FED
POLICIES.

NO, IT’'S
THE PROTECTORS
OF LONG TERM;,
DEBT-BASED,
STATE-ISSUED,
INVESTMENT!

UNLIKE THEIR
FICTIONAL COUNTERPARTS, THESE VERY REAL
TRAPERS AREN'T PROWLING DPARIK ALLEYS TO TAKE ON
THE DENIZENS OF THE UNDERWORLD,
INSTEAD THEY W/ELP POWER BY SELLING BONPS TO PRIVE
P BORROWING COSTS AND FORCE POLICY CHANGE...
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‘ : om0 = LET'S LOOK AT
HOW POES IT WORKZ THE BONP VIGILANTES

AT WORK. THERE IS

Y I, b 7 SCEPTICISM_ABOUT THEIR
Bv !

ety NI

IMPACT ON US MARKETS, BUT
AS WE WILL SEE, THEY HAVE
DEFINITELY MADE THEIR MARK.
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THE WEAPON OF CHOICE FOR A BOND VIGILANTE IS THE
BOND YIELD, THE INTEREST RATE GOVERNMENTS FAY TO
BORROW FROM INVESTORS. BOND PRICES FALL AS YIELDS
RISE. AS SUCH, WHEN THERE’'S AGGRESSIVE SELLING BY
BONDPHOLPERS, PRICES FALL AND BORROWING COSTS FOR
GOVERNMENTS L/SE. TN PRINCIPLE, THE THREAT OF HIGHER
BORROWING COSTS SHOULD BE ENOUGH TO CHANGE THE
BEHAVIOUR OF GOVERNMENTS AND PRESS FOR GREATER

FISCAL PISCIPLINE.

1993-94 BVs VS CLINTON |

TN HIS CLINTON BIOGRAPHY, THE SURVIVOR,
TJOHN F HARRIS QUOTED THE THEN PRESIDENT AS
SAYING, “YOU MEAN TO TELL ME THAT THE SUCCESS
OF THE PROGRAM AND MY RE-ELECTION A/NGES
ON THE FEDERAL RESERVE AND A BUNCH OF $%@!
BOND TRADERSZ”

BONP TRAPERS BECAME FRUSTRATEDP WITH THE
CLINTON APMINISTRATION’S SPENPING, DRIVING YIELDS
ON 10-YEAR TREASURIES UP FROM AROUND 5% TO 7%. AS A
RESULT, CLINTON SCRAPPED PLANS FOR HEALTH REFORM AND
BROUGHT IN A SERIES OF MORE CONSERVATIVE POLICIES,
RAISING TAXES AND REPUCING SPENPING.

THE BONPC VIGILANTES”
REACH ACROSS
SMALLER ECONOMIIES.

Z008-10

GLOBAL FINANCIAL STIMULUS

FOLLOWING THE FINANCIAL CRISIS AND
RECESSION OF 2008, BOND MARKETS REACTED
STRONGLY TO INCREASED GOVERNMENT
BORROWING AND STIMULUS SPENDING TO BOOST
AN ECONOMY IN TATTERS.

YIELDS ROSE AS /MVESTORS FEAREL INFLATION
AND UNSUSTAINABLE DEBT LEVELS, ALTHOUGH FED
POLICIES LATER HELPED CONTA/N THESE EFFECTS.




Z011: EUROPEAN SOVEREIGN DEBT CRISIS ZFOZO-ZOEL (PANPEMIC SPENPING)

AFTER A DECADE OF LOW INTEREST RATES AND
e N R S B N REB Y ot QUANTITATIVE EASING, THE MASSIVE STIMULUS IN RESPONSE TO
VIGILANTESZ ULTIMATELY, POLICIES CHANGED, IMF SUPPORT Z202Z1.

CAME IN AND THOSE BONPD YIELDS CAME DOWN.

THE
BONP VIGILANTES
WILL COME TO THE

RESCUE! i
THE 2021 SPIKE ULTIMATELY
v : MARKED THE BEGINNING
- : OF A NEW ERA, /INFLATION ey
ROCKETELP AND CENTRAL \/
! BANKS HIKED
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AFTER 50 PAYS IN OFFICE. THE g : LETTUCEZ

BUDGET CONTAINED £45 BILLION OF

TAX CUTS. THE MARKETS REACTEL, 1
BONPD YIELDS SOARED AND i : — __
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.\ IN S THE INDEPENDENT RESOLUTION FOUNDATION CALCULATES
S THAT THE TRUSS GOVERNMENT WAS RESPONSIBLE FOR
¢ : : ABOUT £30 BILLION OF 7HE FISCAL HOLE WHICH THE
OA TREASURY PUTS AT £60 BI/LLION.
THE BOND VIGILANTES RETURN THIE S ' §
) NG
MANY ARE SPECULATING THAT THE
BOND VIGILANTES COULD RETURN I s P 2
O Bl Ay T £ 02 CVERNS YEARS, WITH PANDEMIC k O X7
RECORD LEVELS IN EVERY COUN- SEEMNPING. Al LOOSE FISCAL N

POLICIES SUCH AS THE L W
T AFART FRROM GERMaty INFLATION REPUCTION ACT. W
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BOND MARKETS ARE

WAITING TO SEE THE

IMPACT OF TRUMP'S

POLICIES. WRANGLING

OVER THE US DEBT

= CEILING, POWNGRADPES

g TO THE US CREDIT
RATING OR A FALL IN
FOREIGN PEMAND FOR

US TREASURIES COULD

MAKE MATTERS

WORS,

-




EUROPEAN P/.{.LARS TREMBLE

FRANCE HAS BEEN A PILLAR OF THE EU BUT ECONOMIC AND
POLITICAL INSTABILITIES ONCE MORE THREATEN THE STATUS
QUO. FROM BREXI/T AND COVIP TO THE PEBT CR/SIS AND
WAR IN UKRAINE, IT LOOKS LIKE THE BLOC'S RESILIENCE WILL
BE TESTED YET AGA/N.

THE BUPGET
THAT WAS
MEANT TO GO BY

BACK PODR/
' NOT ME!

MEANWHILE IN THE UK... EMERGING MARKETS

BOND VIGILANTISM HAS AGAIN REARED ITS HEAD, WITH GILT YIELDS EMERGING MARKETS HAVE
BEGINNING 2025 BY SPIKING TO HI/GHS LAST SEEN IN 2008 WHILE PROVEN AN /NTERESTING
THE BANK OF ENGLAND ACTIVELY PURSUES A @LUANTITATIVE CASE FOR SOVEREIGN BOND
T/GHTENING POLICY. IT ALL LEAVES THE NEW LABOUR GOVERNMENT| |INVESTORS.

WITH L/TTLE FISCAL ROOM TO MANOEUVRE.

7 E PLAN
A M/GH?%’E?VTHAN

WE HAVE SEEN A REVERSAL OF FORTUNES
WITH PREVIOUSLY FINANCIALLY FRAGILE
EM ECONOMIES SUCH AS ARGENTINA AND
TURKEY EMBARKING ON JOURNEYS OF
STRONG FISCAL CONSOLICATION,
BRINGING PEFICITS UNPER CONTROL AND
RESTORING INVESTOR CONFEIPENCE.
MEANWHILE, MIPDLE INCOME EMS SUCH AS
BRAZIL AND MEXICO ARE OPERATING WITH
gégﬁSER FISCAL POL/ICY IN PURSUIT OF

AS WE HAVE WITH THE
SEEN, FOR DECADES WORLD NOW STRA/NING
BONP VIGILANTES UNDER AN EVER-INCREASING
HAVE CALLED PEBT BURPEN AND FACTORS
NUMEROUS HALTS SUCH AS DEMOGRAPHICS,
TO PROFLIGATE | DECARBONISATION
GOVERNMENT AND DEGLOBALISATION
SPENDING. PLACING GREATER
STRAIN ON GOVERNMENT
SPENDING,
HOW WiLL THE MARKETS &
RESPONDZ WHERE WILL
INVESTORS TURNZ

ONE THING
= SEEMS CERTAIN '
THE BONPD VIGILANTES’ -
WORK. IS FAR
FROM OVER. _
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