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WHAT ARE THE ORIGINS 
OF THE BON&? V/6/J.ANrESF DO THEY REALLY 

EXIST AND, IF SO, WHAT DO THEY DO~ 
THESE 1./NSI.ING HEROES ARE SAID TO 

HAVE PULLED THE STRINGS FOR DECADES 

COI.IJ.P rHE 
sour ro SP. 
rOACrtON 

AGAINF 



FROM ROBIN H00/7 ro 
BArMAN/ VIGILANTES ARE 
A FEATURE OF POPULAR 
CULTURE, TAKING MATTERS 
INTO THEIR OWN HANDS 
WHEN THE LEGAL AGENCIES 
ARE THOUGHT TO BE 
INADEG)UATE, USUALLY 
WITHOUT LEGAL AUTHORITY 
BUT OFTEN WITH A DEGREE 
OF MORAJ. 
Rl6HrEOI.ISNESSf 

THE 
FINANCIAL 

MARKETS HAVE 
THEIR OWN 

SELF-APPOINTED GUARDIANS, 
THE BOND VIGILANTES, A 

TERM COINED BY ECONOMIST 
E/7 YAR/7ENI IN THE 1980S TO 

DESCRIBE INVESTORS WHO SOLD 
OFF TREASURY BONDS TO 

PROTEST FED 
POLICIES. 

UNLIKE THEIR 
FICTIONAL COUNTERPARTS, THESE VERY REAL 

TRADERS AREN'T PROWLING DARI< ALLEYS TO TAKE ON 
THE DENIZENS OF THE UNDERWORLD, 

INSTEAD THEY WIEJ./7 POWER BY SEJ.LIN6 BON/7$ TO PRIVE 
I.IP BORROWING COSTS AND FORCE POLICY CHANGE ... 

HOW /70ES lr WORK? 

THE WEAPON OF CHOICE FOR A BOND VIGILANTE IS THE 
BOND YIELD, THE INTEREST RATE 60VERNMENTS PAY TO 
BORROW FROM INVESTORS. BOND PRICES FALL AS YIELDS 
RISE. AS SUCH, WHEN THERE'S AGGRESSIVE SELLING BY 
BONDHOLDERS, PRICES FAJ.L AND BORROWING COSTS FOR 
GOVERNMENTS RISE. :tN PRINCIPLE, THE THREAT OF HIGHER 
BORROWING COSTS SHOULD BE ENOUGH TO CHANGE THE 
BEHAVIOUR OF GOVERNMENTS AND PRESS FOR 6REATER 
FISCAJ. 17ISCIPJ.INE. 

LET'S LOOI< AT 
THE BOND VIGILANTES 

AT WORK. THERE IS 
SCEPTICISM ABOUT THEIR 

IMPACT ON US MARKETS, BUT 
AS WE WILL SEE, THEY HAVE 

DEFINITELY MADE THEIR MARI<. 
WHAT IS MORE CERTAIN IS 
THE BON/7 Vl6IJ.ANrES/ 

REACH ACROSS 
SMALLER ECONOMIES. 

NO, IT 1S 
PROrECT4 
LONE, TER 
EBT-BASED, 
ATE-ISSUE 
VESTMEN 

:tN HIS CLINTON BIOGRAPHY, rHE SI.IRVIVOR/ 
'JOHN F HARRIS G)UOTED THE THEN PRESIDENT AS 
SAYING, 11YOU MEAN TO TELL ME THAT THE SUCCES 
OF THE PROGRAM AND MY RE-ELECTION HIN6ES 
ON THE FEDERAL RESERVE AND A BUNCH OF$%@! 
BOND TRADERS~" 

2008-.10 
GJ.OBAJ. FINANCIAJ. sr1MI.IJ.I.IS 
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. 

BON/7 rRAl7ERS BECAME FRI.ISrRArE/7 w1r1-1 rHE 
CJ.INTON A/7MINISTRATION/S SPEN/7IN6/ 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 REDUCING SPENDING. 

YIELDS ROSE AS INVESrORS FEARE/7 INFLATION 
AND UNSUSTAINABLE DEBT LEVELS, ALTHOUGH FED 
POLICIES LATER HELPED CONrAIN THESE EFFECTS. 



.zo~~: EUROPEAN SOVEREl6N /7EBr CRISIS 
THE 2008 FINANCIAi. CRISIS LED TO A EUROPEAN DEBT 
CRISIS. PORTUGAL, 'ITALY, 'IRELAND, GREECE AND SPAIN ALL 
SAW YIEJ./7S EXPJ.0/7E, WAS THIS THE WORK OF THE BOND 
VIGILANTES~ ULTIMATELY, POLICIES CHANGED, IHF SUPPORr 
CAME IN AND THOSE BOND YIELDS CAME DOWN. 

SEPrEMBER .ZO.Z.Z 

THE 
17 V/6/J.A 
COME TO 
RESCUE! 

UK HIN/ BU/76ET ONE OF THE 
MORE /7RAMArtc EPISODES OF 

BOND VIGILANTISM RESULTED IN THE 
RESIGNATION OF UK PM LIZ TRUSS 

AFTER 50 DAYS IN OFFICE. THE 
BUDGET CONTAINED l:.45 BILLION OF 
TAX CUTS. THE MARKETS REACrE~ 

BOND YIELDS SOARED AND 
THE POUND PI.UMHETE~ 

TRIGGERING ONE OF THE MOST 
DRAMATIC SEI.L-OFFS IN 

RECENT HISTORY. 

rHE BON/7 V/6/J.ANrES RErURN 

MANY ARE SPECULATING THAT THE 
BOND VIGILANTES COULD RETURN 
IN A BIG WAY IN 2025. GOVERN
MENT DEBT RATIOS ARE AT 
RECORD LEVELS IN EVERY COUN
TRY APART FROM GERMANY, 
GLOBAL DEBT AMOUNTED TO $250 
TRILLION IN 2023, THAT IS 237~ 
OF GDP. HOW WILL THIS DEBT BE 
SERVICED~ 

rHEUS 

THE US DEFICIT HAS 
BAJ./.OONE/7 OVER RECENT 
YEARS, WITH PANDEMIC 
SPENDING AND LOOSE FISCAL 
POLICIES SUCH AS THE 
'INFLATION REDUCTION ACT. 
NOW, THE TRUMP PRESIDENCY 
PROMISES TAX CUTS COSTING 
AS MUCH AS 1400 BIJ.1./0N 
A YEAR. 

.zo.zo-.zo.z~ (PAN/7EM/C SPEN/7/NS} 

AFTER A DECADE OF LOW INTEREST RATES AND 
QUANTITATIVE EASING, THE MASSIVE STIMULUS IN RESPONSE TO 
THE PANDEMIC LED TO A SPIKE IN BON/7 Y/El./7S IN EARLY 
2021. 

THE 2021 SPIKE ULTIMATELY 
MARKED THE BEE,INNINE, 
OF A NEW ERA, INFJ.A rtON 
ROCl<ErEP AND CENTRAL 
BANKS HIKED 
INTEREST RATES. ALL OF A 
SUDDEN DEBT WAS NO 
J.ON6ER CHEAP. 

THE INDEPENDENT RESOLUTION FOUNDATION CALCULATES 
THAT THE TRUSS GOVERNMENT WAS RESPONSIBLE FOR 
ABOUT t30 BILLION OF rHE FISCAi. 1-10/.E WHICH THE 
TREASURY PUTS AT ~60 SIi.LiON, 

BOND MARKETS ARE 
WAITING TO SEE THE 
IMPACT OF TRUMP'S 
POLICIES. WRAN6J.IN6 
OVER THE US DEBT 
CEILING, DOWNGRADES 
TO THE US CREDIT 
RATING OR A FALL IN 
FOREIGN DEMAND FOR 
US TREASURIES COULD 
MAKE MATTERS 
WORSE, 



EUROPEAN PIJ.J.ARS rREMBJ.E 

FRANCE HAS BEEN A Pit.I.AR OF rHE EU BUT ECONOMIC AND 
POLITICAL INSTABILITIES ONCE MORE THREATEN THE STATUS 
Ci>UO. FROM BREXlr AND COVI/7 TO THE PEBr CRISIS AND 
WAR IN Ut<.RAINE, IT LOOt<.S Llt<.E THE BLOC'S RESILIENCE WILL 
BE TESTED YEr AGAIN_ 

HEANWHIJ.E IN rHE UK __ _ 

BOND VIGILANTISM HAS AGAIN REARED ITS HEAD, WITH GILT YIELDS 
BEGINNING 2025 BY SPIKING ro HIGHS LAST SEEN IN 2008 WHILE 
THE BAN!< OF ENGLAND ACTIVELY PURSUES A Gl.lANrlrArlVE 
rlGHrENING POLICY. IT ALL LEAVES THE NEW LABOUR GOVERNMENT 
WITH J./'rTJ.E FISCAL ROOM TO MANOEUVRE. 

EMERGING MARl<Ers 

EMERGING MARt<.ETS HAVE 
PROVEN AN INrERESrlNG 
CASE FOR SOVEREIGN BOND 

AS WE HAVE 
SEEN, FOR DECADE~..L 
BON/7 VISIJ.ANrE~ 

HAVE CALLED 
NUMEROUS HALTS 

TO PROFLIE,ATE 
E,OVERNMENT 

SPENDINE,. 

INVESTORS. 

WITH THE 
WORLD NOW srRAININS 

UNDER AN EVER-INCREASINE, 
PEBr BUR/7EN AND FACTORS 

SUCH AS DEMOE,RAPHICS, 
DECARBONISATION 

AND DEE,LOBALISATION 
PLACINE, E,REATER 

srRAIN ON E,OVERNMENT 
SPENDINE,, 

HOW WIJ.L rHE MARl<Ers 
RESPONPF WHERE WILL 

INVESTORS TURN~ 

WE HAVE SEEN A REVERSAL OF FORTUNES 
WITH PREVIOUSJ.Y FINANCIAJ.J.Y FRAGIJ.E 
EM ECONOMIES SUCH AS ARGENTINA AND 
TURt<.EY EMBARt<.ING ON J"OURNEYS OF 
SrRONG FISCAi. CONSOJ.IPArlON/ 
BRINGING DEFICITS UNDER CONTROL AND 
RESTORING INVESTOR CONFIDENCE. 
MEANWHILE, MIDDLE INCOME EMS SUCH AS 
BRAZIL AND MEXICO ARE OPERATING WITH 
A J.OOSER FISCAi. POi.iCY IN PURSUIT OF 
GROWTH. 
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