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How Did Britain Democratize? Views 
from the Sovereign Bond Market

AdityA dAsguptA And dAniel ZiblAtt

To assess competing theories of democratization, we analyze British sovereign bond 
market responses to the 1832, 1867, and 1884 Reform Acts, and to two failed Chartist 
agitations for reform. Analyses of high-frequency 3 percent consol yield data and 
KLVWRULFDO�¿QDQFLDO�SUHVV�VXJJHVW�WKUHH�FRQFOXVLRQV��)LUVW��GHPRFUDWLF�UHIRUP�HSLVRGHV�
were preceded by increases in perceived political risk, comparable to democratizing 
episodes in other countries. Second, both democratic reform and repression were 
followed by yield declines. Third, the source of political risk in Britain was both 
VRFLDO�XQUHVW�DQG�SROLWLFDO�GHDGORFN��7RJHWKHU�� WKH�¿QGLQJV�FKDOOHQJH� WKH�³:KLJ´�
characterization of British democratization as exceptionally risk-free.

The process of democratization in Britain—in particular the franchise 
expansions legislated in the 1832, 1867, and 1884 Reform Acts—has 

attracted intensive scholarly attention.1 One long-standing view, rooted 
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1�,Q�WKLV�DUWLFOH�ZH�IROORZ�WKH�GRPLQDQW�VWUDQG�LQ�WKH�VRFLDO�VFLHQWL¿F�OLWHUDWXUH�WKDW�UHIHUV�WR�
³GHPRFUDWL]DWLRQ´� DV� WKH� SURFHVV� RI� LQWURGXFLQJ� GHPRFUDWLF� SROLWLFDO� LQVWLWXWLRQV� WKDW� EHJDQ�
in Europe largely in the nineteenth century, with some precursors earlier, along three main 
dimensions: (1) the expansion and equalization of the right to vote (e.g., suffrage reform), (2) 
WKH�³SDUOLDPHQWDUL]DWLRQ´�RI�H[HFXWLYH�SRZHU�E\�ZKLFK�FDELQHWV� LQFUHDVLQJO\�UHÀHFWHG�HOHFWLRQ�
outcomes, and (3) the institutionalization of civil liberties (e.g., freedom of the press, freedom of 
association, etc.) to protect against arbitrary rule. Our particular focus in this article is on franchise 
expansion, a central subject of contention in Britain and also the primary focus of the comparative 
literature. Our three-part conceptualization draws on Dahl (1971), Rueschemeyer, Stephens, and 
Stephens (1992), Collier (1999, p. 24) and Ziblatt (2006).
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LQ�D�FODVVLFDO�³:KLJ´�LQWHUSUHWDWLRQ�RI�KLVWRU\��VHH�FULWLTXH�E\�%XWWHU¿HOG�
1965), is that Britain was distinctive in requiring little social and political 
FRQÀLFW� LQ� WKH�PRGHUQ� HUD� WR� GHPRFUDWL]H��2WKHUV� DUJXH� WKDW��ZKHWKHU�
driven by destabilizing constitutional crises or even the threat of mass 
revolution (Therborn 1977; Acemoglu and Robinson 2005; Morrison 
������$LGW�DQG�)UDQFN��������WKH�SURFHVV�RI�GHPRFUDWL]DWLRQ�LQ�%ULWDLQ�
ZDV�GHHSO\�FRQÀLFW�ULGGHQ�HYHQ�LQWR�WKH�QLQHWHHQWK�FHQWXU\�

A key empirical issue is the level of perceived political risk during 
each of Britain’s major nineteenth century episodes of suffrage expan-
sion. To date, scholars on both sides of the debate have relied consider-
ably on the written and verbal statements of the historical protagonists to 
try to reconstruct their perceptions of political risk (Himmelfarb 1966; 
Cowling 1967; Collier 1999; Acemoglu and Robinson 2005). Since poli-
WLFLDQV�DUH�VWUDWHJLF�LQ�WKHLU�UKHWRULF��LW�LV�GLI¿FXOW�WR�DFFXUDWHO\�UHFRQVWUXFW�
how fearful political and other social actors actually were of the political 
events surrounding democratization on the basis of such statements.

This article takes a different empirical approach, based on an exami-
nation of the response of the market for British sovereign bonds to the 
5HIRUP�$FWV��:H� DQDO\]H� KLJK�IUHTXHQF\� \LHOG� GDWD� RQ� WKH� %ULWLVK� ��
percent consol, a perpetual government bond that was perhaps the most 
widely-traded security in nineteenth-century Europe.2 Because they 
incorporate default and currency risk associated with possible regime 
instability, bond yields represent a reliable contemporaneous indicator 
of perceived political risk, or as contemporaries called the bond market 
GXULQJ� WKH� �����5HIRUP� FULVLV� D� ³EDURPHWHU� RI� WKH� DJLWDWLRQ�ZKLFK� LV�
ZRUNLQJ�WKH�SXEOLF�PLQG�´3�)OXFWXDWLRQV�LQ�ERQG�\LHOGV�UHSUHVHQW�UHYHDOHG�
preferences and therefore can plausibly be viewed as less strategic and 
PRUH�³VLQFHUH´� WKDQ�SROLWLFDO�VSHHFKHV�DORQH��)LQDOO\��DQDO\VLV�RI�ERQG�
\LHOGV�KDV�WZR�IXUWKHU�EHQH¿WV��LW�HQDEOHV�FRPSDULVRQ�RI�SHUFHLYHG�SROLW-
ical risk within Britain over the course of the nineteenth century and also 
allows a comparison of British reform episodes with analogous events in 
other countries.

Our analysis of trends in 3 percent consol yields around the passage 
RI�HDFK�RI�WKH�5HIRUP�$FWV�¿QGV�WKDW�IUDQFKLVH�H[WHQVLRQ�ZDV�SUHFHGHG�
by a sharp increase in perceived political risk in 1832 and 1867 but not 
for the 1884 Reform Act, with yields returning to pre-crisis levels upon 
SDVVDJH�RI�HDFK�$FW��:H�DOVR�H[DPLQH�WZR�ZHOO�NQRZQ�³IDLOHG´�FDVHV�RI�

2�)RU�VRPH�H[DPSOHV�RI�WKH�JURZLQJ�ERG\�RI�ZRUN�WKDW�XVHV�PDUNHW�GDWD�WR�TXDQWLI\�SHUFHSWLRQV�
RI� SROLWLFDO� HYHQWV�� VHH�:LOODUG�� *XLQQDQH�� DQG� 5RVHQ� �������� )HUJXVRQ� �������� DQG� )LVPDQ�
(2001).

3 The Times of London, 12 May 1832. 
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attempted democratization that were also characterized by social unrest: 
the Chartist agitations for franchise extension of 1842 and 1848. Here we 
¿QG�D�VLPLODU�SDWWHUQ�RI�D�ULVH�LQ�\LHOGV�IROORZHG�E\�D�GHFOLQH��VXJJHVWLQJ�
that the bond market also viewed repression as an effective form of 
political stabilization. A comparison of these reform episodes to other 
periods of time within nineteenth-century Britain suggests that successful 
and failed reform episodes were both associated with high levels of 
bond market volatility. At the height of the 1832 reform crisis, investors 
discounted the value of consols by 16.6 percent from the pre-crisis base-
line, while at the height of the 1867 reform crisis investors discounted the 
YDOXH�RI�FRQVROV�E\�����SHUFHQW��,Q�DGGLWLRQ��FURVV�FRXQWU\�FRPSDULVRQV�
suggest that bond market volatility in Britain was comparable to that of 
major reform episodes in other western European countries.

To identify the source of this perceived political risk, we conduct struc-
tural break analyses utilizing daily and weekly 3 percent consol yield 
data and historical analysis of the events corresponding to the detected 
EUHDNV��:H�¿QG�WKDW�WZR�W\SHV�RI�HYHQWV�GURYH�PDMRU�LQFUHDVHV�LQ�\LHOGV��
incidents of social unrest, for example, the 1831 Swing Riots, as well as 
elite political deadlock, including the failure of reform bills in the legis-
lature.4 Onward parliamentary momentum of reform, such as Benjamin 
Disraeli’s pivotal acceptance of the Hodgkinson amendment to the 1867 
UHIRUP�ELOO��GURYH�PDMRU�GHFUHDVHV�LQ�ERQG�\LHOGV��:H�FRUURERUDWH�WKHVH�
¿QGLQJV�TXDOLWDWLYHO\��XWLOL]LQJ�WKH�PDMRU�¿QDQFLDO�QHZV�VRXUFHV�RI� WKH�
time—The Times of London, The Economist, and The Investor’s Monthly 
Manual.
2XU�¿QGLQJV�FRXQWHU�WKH�FODVVLFDO�³:KLJ´�YLHZ�WKDW�WKH�³FRQVWLWXWLRQDO�

ZDWHUVKHG´�RI������PHDQW�WKDW�GHPRFUDWL]DWLRQ�WKHUHDIWHU�FRXOG�SURFHHG�
DEVHQW�VLJQL¿FDQW�SROLWLFDO�FULVLV��:H�DUJXH�WKDW�%ULWDLQ¶V�GHPRFUDWL]DWLRQ��
HVSHFLDOO\�LQ������DQG�LQ�������ZDV�WXUEXOHQW��+RZHYHU��ZH�¿QG�WKDW�WKH�
bond market reacted favorably to forward progress and eventual passage 
of reform with sharp drops in the premium that investors demanded to 
hold British sovereign debt, suggesting that the market viewed demo-
cratic reform in Britain as an effective form of political stabilization.

7+(25(7,&$/�'(%$7(

:K\� LQFXPEHQW� QRQGHPRFUDWLF� HOLWHV� GLOXWH� WKHLU� SRZHU� E\�
expanding the franchise is a central question for the historical study of 

4�:H�¿QG�WKDW�VRFLDO�XQUHVW�SOD\HG�D�ODUJHU�UROH�LQ�WKH�FDVH�RI�WKH������5HIRUP�$FW�WKDQ�LQ�
1867 or 1884.
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democratization.5�1RUPDOO\�� LQWHQVH� VRFLDO� FRQÀLFW� DFFRPSDQLHV�PDMRU�
shifts in political power.6 Thus, the case of Britain with its unusually 
gradual and consensual experience of nineteenth century democra-
tization has attracted attention as a peculiarly settled case of mass  
democratization.

This relatively tranquil political trajectory is typically explained with 
reference to the institutional checks embedded in the constitutional 
VHWWOHPHQW�RI�WKH�*ORULRXV�5HYROXWLRQ�LQ�������,Q�WKLV�YLHZ��(QJODQG¶V�
pre-industrial political violence, and the fact that its constitutional order 
was secure long before the age of mass suffrage and the early supremacy 
of its Parliament, assured not only long-run economic growth (North and 
:HLQJDVW�������&R[��������EXW�DOVR�D�VPRRWK�SDVVDJH�WR�PDVV�GHPRF-
racy in the nineteenth century in Britain as a whole (Moore 1966; Dahl 
1971). Some argue nineteenth-century suffrage expansion occurred as 
a result of an effort by political elites to shift British politics away from 
patronage to programmatic party competition (Lizzeri and Persico 2004). 
Others, including Maurice Cowling (1967) and Gertrude Himmelfarb 
(1966) argue that suffrage reform resulted from partisan political compe-
WLWLRQ��)RU�DOO�RI�WKHVH�YLHZV�GHPRFUDWL]DWLRQ�LQ�%ULWDLQ�ZDV�D�ORZ�VWDNHV�
political process because they were occurring in a constitutional system 
that already provided well-institutionalized guarantees for secure prop-
erty rights.

Challenging this account are those who highlight the presence of major 
social unrest and constitutional crisis in nineteenth-century Britain, 
asserting that the old regime elites reluctantly conceded suffrage reform 
only in the face of intense social and political instability (Acemoglu and 
5RELQVRQ� ������ 0RUULVRQ� ������ $LGW� DQG� )UDQFN� ������7 Proponents 
of this view point to the steady stream of public demonstrations and 
strikes and other forms of extra-parliamentary pressure that led to each of 
%ULWDLQ¶V�PDMRU�GHPRFUDWLF�UHIRUPV��7KHVH�LQFOXGH�WKH�FKDRWLF�³'D\V�RI�
0D\´�RI�������WKH�+\GH�3DUN�ULRWV�RI�������DQG�WKH�DQWL�+RXVH�RI�/RUGV�
SURWHVWV�RI�������,Q�WKH�YLHZ�RI�RQH�DQDO\VW�������ZDV�WKH�FORVHVW�%ULWDLQ�

5�)RU�D�VXPPDU\�RI�WKH�OLWHUDWXUH��VHH�$FHPRJOX�DQG�5RELQVRQ���������3U]HZRUVNL���������DQG�
Ansell and Samuels (2010).

6�7KH�FRPSDUDWLYH�KLVWRULFDO�VRFLDO�VFLHQWL¿F�OLWHUDWXUH�RQ�YLROHQW�DQG�UHYROXWLRQDU\�LQVWDQFHV�
of political change is immense. See, for example, Moore (1966), Skocpol (1979), and Goldstone 
(1991). 

7 Our focus is on suffrage expansion in Britain because this has received the most attention by 
VFKRODUV��VHH��H�J���3U]HZRUVNL�������DQG�DOVR�ZDV�WKH�PRVW�VLJQL¿FDQW�DQG�FRQWHQWLRXV�W\SH�RI�
democratic reform of the era, though other relevant less contentious reforms were the Ballot Act 
of 1872 which introduced the secret ballot (see Kinzer 1982); and laws that restricted corruption 
LQFOXGLQJ�WKH�&RUUXSW�DQG�,OOHJDO�3UDFWLFHV�$FW�RI�������VHH�2¶/HDU\��������



Views from the Sovereign Bond Market 5

has ever come to a revolution (Evans 1994).8 A critical point for this 
perspective is that democracy, while preferable to old regime elites than 
outright revolution, was nonetheless less desirable than the pre-revolu-
tionary status quo ex ante.
3URSRQHQWV� RI� WKLV� ³UHYROXWLRQDU\� XQUHVW´� YLHZ� W\SLFDOO\� SRLQW� WR�

the statements of politicians such as Thomas Babington Macaulay, the 
:KLJ�PHPEHU�RI�3DUOLDPHQW�ZKR�LQ������IDPRXVO\�XUJHG�WKH�+RXVH�RI�
Commons to pass the Reform Bill as an essentially conservative measure: 
³5HIRUP�WKDW�\RX�PD\�SUHVHUYH�´9 Others suggest that both historians and 
historical protagonists exaggerated actual perceptions of a threat of revo-
lution. Himmelfarb (1966, p. 106), for example, argues that the much 
YDXQWHG�+\GH�3DUN�ULRWV�RI������DPRXQWHG�WR�OLWWOH�PRUH�WKDQ�³EURNHQ�
UDLOLQJV�DQG�WUDPSOHG�ÀRZHU�EHGV�´

Overall, the scholarly debate has been oddly and unsatisfyingly incon-
clusive and confusing. Dietrich Rueschmeyer, Evelyne Huber Stephens, 
DQG�-RKQ�'��6WHSKHQV��������S������VWDWH��³7KH�%ULWLVK�FDVH�LV�VR�VLQJXODU�
in so many ways, both in terms of the antecedents of democracy and the 
process of democratization, that is impossible to decide which factor(s) 
ZDV��ZHUH��WKH�PRVW�LPSRUWDQW�RQ�WKH�EDVLV�RI�FRPSDUDWLYH�DQDO\VLV�´�$�
central source of this confusion, we argue, is that reconstructing histor-
ical perceptions, especially on the basis of statements by strategic politi-
cians, is a challenging task. Scholars on both sides of the debate have 
EHHQ�DEOH�WR�VHOHFW�VWDWHPHQWV�DQG�HYLGHQFH�VXSSRUWLQJ�WKHLU�YLHZV��<HW�
we have no method, besides individual judgment, for assessing these 
FRPSHWLQJ� ERGLHV� RI� HYLGHQFH�� PDNLQJ� LW� GLI¿FXOW� IRU� D� FRQVHQVXV� WR�
HPHUJH��7KH�HPSLULFDO� FKDOOHQJH� LV� IXQGDPHQWDO�� ³7KH�HPSLULFDO� FKDO-
lenge associated with testing [the theory that that franchise expansion 
was driven by the threat of revolution] is that, while reform actions can 
XVXDOO\�EH�REVHUYHG��ZH�FDQ�QHYHU�REVHUYH�WKUHDW�SHUFHSWLRQV´��$LGW�DQG� 
)UDQFN�������S������

(03,5,&$/�675$7(*<�$1'�'$7$

Our empirical approach allows us to adjudicate between these 
FRPSHWLQJ�WKHRULHV�RI�%ULWLVK�GHPRFUDWL]DWLRQ��:H�H[SORLW�WKH�IDFW�WKDW�
changes in bond yields incorporate default and currency risk associated 

8� ,Q�RQH�SURPLQHQW� LOOXVWUDWLRQ�RI� WKLV� DUJXPHQW��$FHPRJOX� DQG�5RELQVRQ� ������� HOHJDQWO\�
formalize and extend the old but controversial claim, made by the British historian G.M. Trevelyan 
(1920) that the Reform Acts were reluctant concessions intended by the political establishment to 
avoid revolution and appease the increasingly restless disenfranchised sectors of society. 

9 Quoted by Lang (1999, p. 34).
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with regime instability. British bond yield data are, therefore, an accu-
rate indicator of contemporaneous perceptions of political risk during the 
historical process of democratization, because the actions of buyers and 
sellers, unlike the statements of politicians, represent revealed prefer-
ences. Bond yields also enable us to compare political risk across various 
democratic reform episodes in Britain and to risk during democratic 
reform episodes in other countries.

A now considerable literature documents the relationship between 
SROLWLFDO�ULVN�DQG�¿QDQFLDO�PDUNHWV��/DUU\�1HDO��������S������DUJXHV�WKDW�
WKH� DWWUDFWLYHQHVV� RI� D�%ULWLVK� VRYHUHLJQ� ERQG� ³WR� WKH� LQYHVWLQJ� SXEOLF�
depended on the relative ease by which it could be acquired and disposed 
of, the clear terms of the interest payments, and the readily available infor-
mation about its current price and the military and political events likely 
WR�DIIHFW�LWV�SULFH�´�1LDOO�)HUJXVRQ��������¿QGV�WKDW�ZDUV�DQG�UHYROXWLRQV�
were the source of the largest spikes in European long-term bond yields 
EHWZHHQ� WKH� UHYROXWLRQV� RI� ����� DQG�:RUOG�:DU� ,� DQG� XVHV� KLVWRULFDO�
(XURSHDQ�ERQG�\LHOG�GDWD�WR�VKRZ�WKDW�:RUOG�:DU�,�FDPH�DV�D�³EROW�IURP�
WKH� EOXH´� �)HUJXVRQ� ������ S�� ���� .ULVWHQ�:LOODUG�� 7LPRWK\�*XLQQDQH��
and Harvey Rosen (1996) attempt to identify important turning points in 
WKH�8�6��&LYLO�:DU�E\�ORRNLQJ�DW�ÀXFWXDWLRQV�LQ�WKH�SULFH�RI�WKH�³JUHHQ-
EDFN�´�5D\PRQG�)LVPDQ��������XVHV�,QGRQHVLDQ�VWRFN�PDUNHW�UHVSRQVHV�
WR�QHZV�RI�6XKDUWR¶V�LOO�KHDOWK�WR�HVWLPDWH�WKH�YDOXH�WR�,QGRQHVLDQ�¿UPV�
of political connections. Our approach adds to this literature by utilizing 
bond market data to quantify perceptions of democratic reform events in 
nineteenth-century Britain.
:H�XWLOL]H�KLJK�IUHTXHQF\�GDWD�RQ� WKH�\LHOG�RI� WKH�%ULWLVK���SHUFHQW�

consol.10 The British 3 percent consol, a perpetual government bond, 
was among the most widely traded securities in nineteenth-century 
(XURSH�� ,W� LV� LGHDO� IRU� RXU� SXUSRVHV� EHFDXVH� LW� ZDV� ZLGHO\� KHOG� DQG�
frequently traded and its existence over the entire time period enables 
us to compare perceptions of political risk across the 1832, 1867, and 

10�2XU�WZR�VRXUFHV�RI���SHUFHQW�FRQVRO�\LHOG�GDWD�DUH�WKH�*OREDO�)LQDQFLDO�'DWDEDVH��KWWSV���
ZZZ�JOREDO¿QDQFLDOGDWD�FRP�'DWDEDVHV�8.'DWDEDVH�KWPO�� DQG� %URZQ� DQG� (DVWRQ� ��������
7KH�*OREDO�)LQDQFLDO�'DWDEDVH�FRPSLOHV�GDWD�IURP�YDULRXV�VWXGLHV�DQG�KLVWRULFDO�SXEOLFDWLRQV��
including in large part the data collection efforts of Neal (1993), to produce an uninterrupted 
historical series of yields for the 3 percent consol, measured in terms of frequency at a minimum 
on a monthly basis. Brown and Easton (1989) compile daily 3 percent consol price data for the 
period 1821–1860. The 3 percent consols in circulation during this time originated in legislation 
consolidating a variety of government securities into this form of bond in 1751, as well as 
SHULRGLFDO�QHZ�LVVXHV�RI�GHEW��HVSHFLDOO\�IRU�WKH�SXUSRVHV�RI�ZDU�¿QDQFLQJ��7KH���SHUFHQW�FRQVRO�
made half-yearly interests payments, with no repayment of principal, for the time period under 
analysis (Brown and Easton 1989; Klovland 1994).



Views from the Sovereign Bond Market 7

1884 Reform Acts as well as two failed drives for franchise expansion, 
the Chartist agitations of 1842 and 1848. Annual average yields on the 3 
SHUFHQW�FRQVRO�DUH�GLVSOD\HG�LQ�)LJXUH����ZLWK�YHUWLFDO�OLQHV�UHSUHVHQWLQJ�
plus or minus the standard deviation of monthly averages of yields in 
that year. Mean yields trend down over the course of the century, and 
there are clear spikes in the data corresponding to times of democratic  
tumult.
7KH� HPSLULFDO� DQDO\VLV� FRPSULVHV� D� QXPEHU� RI� VWHSV�� )LUVW� ZH� XVH�

semi-parametric regression methods to estimate patterns in 3 percent 
consol yields, averaged by month, in the four-year windows around 
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Note: Points represent annual averages of consol yields. Vertical bars represent annual average 
plus and minus one standard deviation of average monthly yields in the year. 
Source��*OREDO�)LQDQFLDO�'DWDEDVH��
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the passage of the 1832, 1867, and 1884 Reform Acts to test statisti-
cally whether the process of democratization was associated with depar-
tures in yields from the pre-existing mean, and to assess the impact of 
the passage of democratic reform on yields. As a robustness check, we 
DOVR�DSSO\�RXU�DQDO\VLV�WR�WKH�WZR�ZHOO�NQRZQ�³IDLOHG´�FDVHV�RI�DJLWDWLRQ�
for reform. Although the Chartist agitations for franchise extension of 
1842 and 1848 ended in repression, we can compare levels and patterns 
RI� SROLWLFDO� ULVN� LQ� ³IDLOHG´� YHUVXV� ³VXFFHVVIXO´� HSLVRGHV� RI� IUDQFKLVH� 
expansion.11

To assess the magnitude of political risk around reform episodes in 
%ULWDLQ��ZH�FRPSDUH�ZLWKLQ�FRXQWU\�DQG�FURVV�FRXQWU\��:LWKLQ�FRXQWU\�
we compare the bond yield volatility in times of political agitation to 
³W\SLFDO´��QRQ�DJLWDWLRQ��OHYHOV�RI�FRQVRO�\LHOG�YRODWLOLW\�LQ�%ULWDLQ��:H�
do this by randomly drawing many four-year series of monthly British 
consol data from the nineteenth century to generate a distribution of 
volatility statistics, against which to compare critical months in 1832, 
1842, 1848, 1867, and 1884. Across-country we compare political risk 
during reform episodes in Britain to political risk during reform episodes 
in other western European countries.12 

To identify the source of major increases and decreases in perceived 
political risk during reform episodes in Britain, we conduct a structural 
break analysis for each of the Reform Acts, utilizing daily yield data 
in the case of the 1832 Reform Act, and weekly data in the case of the 
1867 and 1884 Reform Acts.13 Structural break analysis has the advan-
WDJH�RI�DOORZLQJ� WKH�FRQVRO�\LHOG�GDWD� WR�³VSHDN� IRU� LWVHOI´� UDWKHU� WKDQ�
specifying a priori which are events we judge to have been pivotal, but 
also the disadvantage of permitting ex post rationalization. Thus, to qual-
itatively corroborate the conclusions of the structural break analysis, we 
DQDO\]H� WKH� UHDFWLRQV� RI� WKH�PDMRU� ¿QDQFLDO� QHZV� VRXUFHV� RI� WKH� WLPH�
period: The Times of London, The Economist, and The Investor’s Monthly  
Manual.

11� ,Q� ERWK� LQVWDQFHV�� GHPDQGV� IRU� XQLYHUVDO�PDOH� VXIIUDJH�ZHUH� GHIHDWHG� LQ� 3DUOLDPHQW� DQG�
PHW�ZLWK�VHULRXV�UHSUHVVLRQ��,Q������KXQGUHG�RI�FKDUWLVW�OHDGHUV�ZHUH�DUUHVWHG��*ROGVWHLQ�������
p. 175). Similarly, in 1848 unrest was met with the deployment of cannons in London, soldiers, 
police, and the creation of 85,000 special citizen constables (Rapport 2009, pp. 95–96).

12�:H�FRPSLOH�D�OLVW�RI�PDMRU�QLQHWHHQWK�FHQWXU\�UHIRUP�HSLVRGHV�LQ�$XVWULD��%HOJLXP��*HUPDQ\��
)UDQFH��DQG�WKH�1HWKHUODQGV��EDVHG�RQ�WKH�UHVHDUFK�RI�$LGW��������DQG�&DUDPDQL���������'DWD�IRU�
ORQJ�WHUP�\LHOGV�IRU�WKHVH�FRXQWULHV�DJDLQ�FRPH�IURP�WKH�*OREDO�)LQDQFLDO�'DWDEDVH�

13 Structural break analyses statistically differentiate large changes in the mean of bond yield 
VHULHV�IURP�RUGLQDU\�¿QDQFLDO�YRODWLOLW\��%DL�DQG�3HUURQ��������7KH�GDLO\�\LHOG�GDWD�LQ�WKH�FDVH�
of the 1832 Reform Act come from price data collected by Brown and Easton (1989) and weekly 
GDWD�LQ�WKH�FDVH�RI�WKH������DQG������5HIRUP�$FWV�IURP�WKH�*OREDO�)LQDQFLDO�'DWDEDVH��
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RESULTS

To semi-parametrically estimate patterns in 3 percent consol yields in 
the periods of time around the passage of democratic reform, we estimate 
a generalized additive model (GAM).14�:H�HVWLPDWH�D�PRGHO�RI�WKH�IRUP�

τ ε
ε ρε

σ

= + +
= +

Y f TIME
v

v N

( )

~ (0, )

it i it it

it i t it

it

, –1

2

where TIMEit represents time in months (from –24 to 24) from the passage 
of Reform i (which occurs in month zero) and at time t. Bond yields are 
represented by Yit for episode i at time t. Month zero is coded as the 
PRQWK�LQ�ZKLFK�UHIRUP�WRRN�SODFH�LQ�WKH�+RXVH�RI�&RPPRQV��-XQH�������
-XO\�������'HFHPEHU��������,Q�WKLV�VSHFL¿FDWLRQ��WKH�HPSLULFDO�VDPSOH�
includes only the 49-month windows around each Reform episode. The 
³HSLVRGH�¿[HG� HIIHFW´� Ĳi is a vector of dummy variables, one for each 
episode to control for time-invariant omitted variables in each 49-month 
period. The estimates are not particularly sensitive to the choice of time 
VSDQ�DV�LV�YLVXDOO\�HYLGHQW�LQ�)LJXUH���LQ�WKH�UHVLGXDOV�GLVSOD\HG�RXWVLGH�
of the 49-month span (from –24 to 24) used in the analysis.

The function f (·�� LV� D� VPRRWK� ³SHQDOL]HG� VSOLQH´� IXQFWLRQ��ZLWK� WKH�
GHJUHH�RI�ÀH[LELOLW\� �QXPEHU�RI�NQRW�SRLQWV�� RSWLPL]HG� WKURXJK�FURVV�
YDOLGDWLRQ��7KH�PRGHO� DOVR� VWLSXODWHV� D�5HIRUP�VSHFL¿F�$5���� QRUPDO�
distribution of errors; in other words, within each 49-month window the 
error in any single month is assumed to be normally distributed and corre-
lated with the last month’s.15�%HFDXVH�*$0�SRLQW�HVWLPDWHV�DUH�GLI¿FXOW�
WR�LQWHUSUHW��ZH�UHSRUW�LQ�)LJXUH���WKH�PRGHO�HVWLPDWHV�LQ�WKH�IRUP�RI�D�
partial regression plot (including residuals) of the estimated effect of time 
to democratization on bond yields along with a plot of the marginal effect 
of time to democratization on bond yields, which can be interpreted as 
reporting the estimated rate of change in bond yields at different points 
of time relative to the passage of reform. 

14 GAMs, which allow the relationship between the explanatory and outcome variables to take a 
ÀH[LEOH��VPRRWK�IXQFWLRQDO�IRUP��DUH�WKH�VHPL�SDUDPHWULF�HTXLYDOHQW�RI�JHQHUDOL]HG�OLQHDU�PRGHOV�
(GLM), including ordinary least square models (OLS) (Hastie and Tibshirani 1986; Beck and 
-DFNPDQ��������

15 A partial auto-correlation plot (not reported) suggests that this auto-correlation structure is 
appropriate to stipulate. 
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)LJXUH� �� ³SRROV´� GDWD� IURP� DFURVV� WKH�5HIRUP�$FWV� DQG� VXJJHVWV� D�
VWDWLVWLFDOO\� VLJQL¿FDQW� LQFUHDVH� LQ� \LHOGV� SULRU� WR� GHPRFUDWLF� UHIRUP��
followed by a return to the pre-existing mean with the passage of demo-
FUDWLF�UHIRUP��<LHOGV�DUH�HVWLPDWHG�WR�EHJLQ�WR�GHFOLQH�DSSUR[LPDWHO\�WHQ�
months in advance of reform, plausibly due to rational expectations and 
anticipation of the passage of reform; later we provide evidence for this 
LQ� WKH�VWUXFWXUDO�EUHDN�DQDO\VLV��ZKLFK�¿QGV� WKDW�QHZV�RI�HYHQWV�FRUUH-
VSRQGLQJ�WR�IRUZDUG�SURJUHVV�RQ�UHIRUP�UHGXFHG�\LHOGV��:H�¿QG�FRQVLG-
erable heterogeneity across Reform Acts, with a large spike in bond yield 
preceding the 1832 Reform Act, on the order of a 65 basis point differ-
ence between minimum and maximum, a more moderate spike prior to 
the 1867 Reform Act, on the order of a 31 basis point difference, and a 
21 basis point difference for the passage of the 1884 Reform Act. There 

Figure 2
6(0,�3$5$0(75,&�(67,0$7(�2)�&+$1*(�,1�<,(/'�$5281'�3$66$*(� 

2)�5()250

Note: Points in partial regression plot represent monthly average of consol yield, de-meaned by 
³HSLVRGH�¿[HG�HIIHFW�´�0RQWK�]HUR�FRGHG�IRU�HDFK�5HIRUP�$FW�DV�WKH�PRQWK�LQ�ZKLFK�WKH�UHIRUP�
ELOO�ZDV�SDVVHG�LQ�WKH�+RXVH�RI�&RPPRQV��'DVKHG�OLQHV�UHSUHVHQW����SHUFHQW�FRQ¿GHQFH�LQWHUYDO��
Source��*OREDO�)LQDQFLDO�'DWDEDVH��
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is some evidence, therefore, that the bond market volatility associated 
with reform episodes declined over the course of the nineteenth century. 

As a robustness check using the same empirical strategy, we examine 
cases of agitation for democratic reform that ultimately failed: the Chartist 
DJLWDWLRQV�RI������DQG�RI�������,Q�WKLV�FDVH��PRQWK�]HUR�LV�FRGHG�DV�WKH�
month in which the movement failed.16�2XU�UHVXOWV�DUH�VKRZQ�LQ�)LJXUH���
,QWHUHVWLQJO\�� ZH� REVHUYH� D� SDWWHUQ� LQ� ERQG� \LHOGV� VLPLODU� WR� WKDW�

for episodes of successful suffrage reform. Bond yields rose initially, 
presumably with the threats to political stability posed by Chartist 

Figure 3
6(0,�3$5$0(75,&�(67,0$7(�2)�&+$1*(�,1�<,(/'�$5281'�)$,/85(� 

2)�5()250

Note: Points in partial regression plot represent monthly average of consol yield, de-meaned by 
³HSLVRGH�¿[HG�HIIHFW�´�0RQWK�]HUR�FRGHG�IRU�HDFK�HSLVRGH�DV�WKH�PRQWK�LQ�ZKLFK�WKH������DQG�
�����&KDUWLVW�DJLWDWLRQV�GLVVLSDWHG��'DVKHG�OLQHV�UHSUHVHQW����SHUFHQW�FRQ¿GHQFH�LQWHUYDO��
Source��*OREDO�)LQDQFLDO�'DWDEDVH��
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16 This is coded as May 1842, when a Chartist petition brought before Parliament was rejected 
IRU�FRQVLGHUDWLRQ�DQG�-X\�������ZKHQ�PDVV�DJLWDWLRQV�IRU�UHIRUP�ZHUH�UHSUHVVHG��6HH�GLVFXVVLRQ�
above on empirical strategy. 
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VWULNHV�DQG�GHPRQVWUDWLRQV��EXW�IHOO�ZLWK�WKH�XOWLPDWH�IDLOXUH�UHSUHVVLRQ�
and dissipation of these threats. There is some evidence that the bond 
market did not anticipate repression to the same extent that it anticipated 
UHIRUP��ZLWK�\LHOGV�HVWLPDWHG�WR�GHFOLQH�URXJKO\�¿YH�PRQWKV�LQ�DGYDQFH�
of repression (as compared to ten months before the passage of reform). 
Taken together we argue that bond markets perceived a genuine threat to 
political stability in the tumultuous political processes both leading up to 
the Reform Acts and in the Chartist agitations and that both the passage 
of democratic reform and the repression of the Chartist movements were 
viewed as successful forms of political stabilization.
$Q�REYLRXV�TXHVWLRQ�LV�KRZ�ELJ�WKHVH�VSLNHV�LQ�ERQG�\LHOGV�DUH��:H�WDNH�

two empirical approaches, within-country and cross-country, in assessing 
WKH�PDJQLWXGH�RI�SROLWLFDO�ULVN�LQ�%ULWDLQ�GXULQJ�UHIRUP�HSLVRGHV��)LUVW��
we compare consol yield volatility in the time windows under analysis 
WR�³W\SLFDO´�OHYHOV�RI�FRQVRO�\LHOG�YRODWLOLW\�REVHUYHG�LQ�VLPLODU�VSDQV�RI�
time for other periods in Britain. To do this, we randomly draw 1,000 
49-month windows from the full monthly consol yield data series from 
����� WR� ������ )RU� HDFK� UDQGRPO\� GUDZQ� ZLQGRZ� RI� \LHOG� GDWD�� ZH�
compute two volatility statistics: the percentage increase of maximum 
from minimum and standard deviation. As a result, we can compute the 
percentile in which each episode of reform in Britain falls, as shown in 
Table 1.
,Q� WHUPV�RI�ZLWKLQ�FRXQWU\�YDULDWLRQ�� WKH� UHVXOWV� UHSRUWHG� LQ�7DEOH���

suggest that consol yields were considerably more volatile around the 
passage of the 1832 and 1867 Reform Acts and the 1842 and 1848 Chartist 

tAble 1
&203$5,621�2)�&2162/�<,(/'�92/$7,/,7<�:,7+,1�%5,7$,1

Episode 3HUFHQW�,QFUHDVH�3HUFHQWLOH Standard Deviation Percentile

1832 Reform Act 88 85
1848 Chartist agitation 84 88
Catholic emancipation 82 85
1842 Chartist agitation 70 71
1867 Reform Act 57 68
1884 Reform Act 25 10
,ULVK�/DQG�:DU 10 17

Note: Columns indicate different volatility statistics: percentage increase of maximum from 
minimum yield and standard deviation of yields. Values represent the percentile in which each 
reform episode falls for a given volatility statistic, relative to 1,000 randomly drawn 49-month 
windows of British consol yield data between 1825 and 1890. 
Source��*OREDO�)LQDQFLDO�'DWDEDVH��
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DJLWDWLRQV� WKDQ� DW� RWKHU� WLPHV�� )RU� LQVWDQFH�� WKH� SHUFHQWDJH� LQFUHDVH�
around the passage of the 1832 Reform Act was larger than in approxi-
mately 88 percent of all 49-month windows between 1825 and 1890.17 
<LHOGV�ZHUH�UHODWLYHO\�VWDEOH�DURXQG�WKH�SDVVDJH�RI�WKH������5HIRUP�$FW��
suggesting that the bond market perceived relatively low levels of polit-
ical risk during this episode. To compare these volatility levels to those 
of other known periods of social upheaval in Britain, we also include 
in this analysis the windows of time around Catholic emancipation and 
WKH�,ULVK�/DQG�:DU�18�:H�¿QG�WKDW�WKH�WKUHDW�RI�UHYROW�LQ�,UHODQG�OHDGLQJ�
to Catholic emancipation was associated with considerable bond market 
YRODWLOLW\��WKRXJK�OHVV�WKDQ�LQ�WKH�FDVH�RI�WKH������5HIRUP�$FW��7KH�,ULVK�
/DQG�:DU�DSSHDUV� WR�KDYH�SURYRNHG� OLWWOH�FRQFHUQ� LQ� WKH�ERQG�PDUNHW�
when compared to the 1867 Reform Act, which was enacted just a decade 
earlier.

To compare across countries, we compile a list of major nineteenth 
century episodes of democratic reform and revolutionary events for a 
sample of western European countries—Austria, Belgium, Germany, 
)UDQFH�� DQG� WKH� 1HWKHUODQGV²EDVHG� RQ� FDWDORJXHV� RI� PDMRU� UHIRUP�
episodes compiled by Toke Aidt (2011) and Daniele Caramani (2000). 
)RU�HDFK�HSLVRGH��ZH�DJDLQ�FRPSXWH� WKH� VDPH� WZR�YRODWLOLW\� VWDWLVWLFV��
ranking all episodes by the magnitude of these volatility statistics. Placing 
reform episodes in Britain within their cross-country context is revealing. 
The results reported in Table 2 suggest that the bond market volatility 
associated with reform in Britain is comparable to the volatility associ-
ated with some similar episodes in other western European countries. To 
be sure, Britain’s democratic episodes were associated with far less bond 
PDUNHW�YRODWLOLW\�WKDQ�ZHUH�VRPH�HYHQWV�LQ�)UDQFH��WKH�1HWKHUODQGV��DQG�
Germany. But the comparability of the 1832 and 1867 Reform Acts and 
the 1842 and 1848 Chartist agitations to major reform events in other 
European countries challenges the notion that British democratization 
was exceptionally risk-free.

17�:H�YLHZ�WKLV�DV�D�FRQVHUYDWLYH�DVVHVVPHQW��DV�PDQ\�RI�WKH�UDQGRPO\�GUDZQ�ZLQGRZV�RYHUODS�
with the volatile windows of time around the Reform Acts and Chartist agitations as well as other 
major events impacting British bond yields in the nineteenth century. 

18 Catholic emancipation was legislated in the 1829 Catholic Relief Act, largely as a result 
RI�PDVV�DJLWDWLRQ�DQG�WKH�WKUHDW�RI�UHYROW�LQ�,UHODQG��7KH�.LOPDLQKDP�WUHDW\�RI������FRQFOXGHG�
WKH�,ULVK�/DQG�:DU��D�PDVV�DJLWDWLRQ�ODXQFKHG�E\�WKH�,ULVK�1DWLRQDO�/DQG�/HDJXH�IRU�LPSURYHG�
tenants’ rights. To avoid overlap with the window of time around the 1832 Reform Act, we utilize 
the 49-month window of yield data leading to the passage of the 1829 Roman Catholic Relief Act 
LQ�$SULO�������:H�XVH�WKH����PRQWK�ZLQGRZ�RI�\LHOG�GDWD�DURXQG�WKH�SDVVDJH�RI�WKH�.LOPDLQKDP�
treaty in May 1882. 
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)LQDOO\��ZH�VXSSOHPHQW�RXU�HPSLULFDO�DVVHVVPHQWV�ZLWK�VRPH�³EDFN�RI�
WKH�HQYHORSH´�FDOFXODWLRQV�EDVHG�RQ�D�VLPSOH�ERQG�SULFLQJ�PRGHO�RI�WKH�
GHIDXOW�ULVN�HPERGLHG�LQ�WKHVH�FKDQJHV�LQ�\LHOGV��,Q�DQ�HI¿FLHQW�PDUNHW�
the equilibrium price, P,* of a consol is equal to the net present value of 
coupon payments from the next period onward, discounted according to 
the per-period market interest rate, R, as well as political risk of default, 
ș, which we parameterize here in the form of a short run risk of default 
on all future coupon payments.

P C
R

C
R

* lim
(1 )

(1 ) (1 ).
n i

i

n

1

∑ θ θ=
+

× − = × −
→∞ =

tAble 2
&203$5,621�2)�%21'�<,(/'�92/$7,/,7<�$&5266�&28175<�(3,62'(6

Rank Country <HDU 3HUFHQW�,QFUHDVH Standard Deviation

1 )UDQFH 1848 113.18 1.14

2 Netherlands 1848 77.50 0.62

3 )UDQFH 1830 64.60 0.54

4 )UDQFH 1824 60.03 0.60

5 )UDQFH 1870 46.13 0.66

6 Germany 1848 45.61 0.47

7 Belgium 1848 43.24 0.51

8 Netherlands 1887 27.29 0.20

9 Netherlands 1894 22.07 0.20

10 Britain 1832 20.45 0.17

11 Belgium 1893 20.24 0.11

12 Britain 1848 19.52 0.17

13 Britain 1842 15.67 0.13

14 Germany 1871 11.61 0.14

15 Austria 1896 10.52 0.09

16 Britain 1867 9.59 0.09

17 Belgium 1830 6.99 0.15

18 Britain 1884 6.42 0.03

19 Austria 1873 5.34 0.09
Note: Columns represent different volatility statistics: percentage increase of maximum from 
minimum yield and standard deviation of yields. Values represent the value of each reform 
HSLVRGH�IRU�D�JLYHQ�VWDWLVWLF��EDVHG�RQ�PRQWKO\�ORQJ�WHUP�VRYHUHLJQ�ERQG�\LHOGV�LQ�WKH�¿YH�\HDUV�
window of time around the recorded year of occurrence. Episodes are ranked by percentage 
increase of maximum from minimum yield. List of major reform episodes compiled from Aidt 
(2011) and Caramani (2000). 
Source��*OREDO�)LQDQFLDO�'DWDEDVH�
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This implies that yield, Y, computed by dividing the coupon by the 
market price, embodies the market interest rate and the short run political 
risk of default:

θ
= =

−
Y C

P
R

* 1
.

,Q�WKH�FDVH�RI�WKH������5HIRUP�$FW��LI�ZH�DVVXPH�WKDW�WKH�SUH�FULVLV�
baseline yield of 3.25 represents the risk free interest rate, R, and the 
increase to 3.9 is driven entirely by political risk-induced changes in ș, 
we compute that at the height of the reform crisis the default risk was 
perceived to be 16.6 percent. Similar calculations can be performed using 
the monthly average maximum (3.46) and minimum (3.16) around the 
1867 Reform Act, suggesting that the height of the reform crisis default 
risk was perceived to be 8.7 percent. These are large implied probabil-
ities, based on the conservative simplifying assumption of a short-run 
political risk of total sovereign default.19

Together each of these analyses tell us that British bond markets 
SHUFHLYHG�VLJQL¿FDQW� ULVN� LQ� WKH�SROLWLFDO�SURFHVVHV�DVVRFLDWHG�ZLWK� WKH�
Reform Acts as well as the Chartist agitations for reform, at least on 
par with some episodes for democratization in other European countries, 
even if well short of the most turbulent events. 

6758&785$/�%5($.�$1$/<6,6

,I�WKH�ERQG�PDUNHW�LQ�QLQHWHHQWK�FHQWXU\�%ULWDLQ�SHUFHLYHG�VLJQL¿FDQW�
political risk during reform episodes in Britain we must inquire into the 
source of this perceived political risk. Two broad strands of theory account 
for sources of political risk in nineteenth-century Britain: one emphasizes 
PDVV�VRFLDO�XQUHVW�³IURP�EHORZ´�DQG�RQH�WKDW�HPSKDVL]HV�HOLWH�FRQÀLFW�
³IURP� DERYH�´�(DFK� KDV� GLVWLQFW� SUHGLFWLRQV� DERXW� WKH� W\SHV� RI� HYHQWV�
associated with bond yield spikes during reform episodes. Advocates of 
WKH�³VRFLDO�XQUHVW´�K\SRWKHVLV�ZRXOG�DVVRFLDWH�PDMRU�ERQG�\LHOG�LQFUHDVHV�
with major instances of social unrest, revolutionary violence, or uncon-
WUROOHG�VRFLDO�XSULVLQJV��ZKLOH�DGYRFDWHV�RI�WKH�³HOLWH�FRQÀLFW´�K\SRWKHVLV�
would above all expect to see policy uncertainty from elite stalemate in 
Parliament, triggering bond yield rises.

19 Complete default on sovereign debt is a relatively rare occurrence historically (Reinhart and 
5RJRII��������8QGHU�WKH�DVVXPSWLRQ�WKDW�WKH�ULVN�SRVHG�E\�FRQÀLFW�RYHU�UHIRUP�WRRN�WKH�PRUH�
realistic form of a risk of partial default or devaluation of some sort as opposed to permanent 
default on all future coupon payments, the implied probabilities of the occurrence (of a less 
severe) devaluation event are larger.
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To adjudicate between these two competing accounts, we conduct 
structural break analyses (Bai and Perron 2003), statistically to differen-
tiate dates associated with large changes in the mean of our consol yield 
VHULHV� IURP� RUGLQDU\� ¿QDQFLDO� YRODWLOLW\�� IRU� HDFK� RI� WKH�5HIRUP�$FWV��
Compared to a traditional event study analysis which seeks to specify 
important events a priori and tests their impact on markets, a structural 
EUHDN�DQDO\VLV�DOORZV�WKH�ERQG�PDUNHW�GDWD�WR�³VSHDN�IRU�LWVHOI´�LQ�LGHQ-
tifying which events were viewed contemporaneously as important.20, 21

1832 Reform Act

To assess whether social unrest or elite competition drove bond market 
YRODWLOLW\��ZH�EHJLQ�ZLWK�WKH�¿YH�\HDU�ZLQGRZ�RI�ERQG�\LHOG�GDWD�DURXQG�
the passage of the 1832 Reform Act, for which we have daily data.22 The 
GDWD�VHULHV��DV�ZHOO�DV�WKH�HVWLPDWHG�EUHDN�SRLQWV��DUH�GLVSOD\HG�LQ�)LJXUH���
:H�¿QG� VL[� EUHDN� SRLQWV�� WKUHH� FRUUHVSRQGLQJ� WR� DQ� LQFUHDVH� LQ� WKH�

PHDQ�LQ� WKH�ERQG�\LHOG�VHULHV��RQ����-XO\����������2FWREHU�������DQG�
���)HEUXDU\� ������ DQG� WKUHH�ZLWK� GHFOLQHV�� ��0D\������� ��'HFHPEHU�
������DQG����)HEUXDU\�������2XU�H[DPLQDWLRQ�RI�HYHQWV�¿QGV�WKDW�VRFLDO�
unrest and elite stalemate, often in combination, drove the increases. The 
¿UVW�EUHDN�SRLQW�RI����-XO\������FRUUHVSRQGV�WR�WKH�RXWEUHDN�RI�WKH�-XO\�
Revolution in Paris, at which time yields rose sharply before partially 
dipping back down. The following days of political unrest culminated in 
the abdication of Charles X on August 1, which had threatening implica-
tions for political elites across Europe.23 By contrast, since Parliament 
ZDV�QRW�LQ�VHVVLRQ�LQ�-XO\�������WKHUH�LV�QR�HYLGHQFH�WKDW�HOLWH�RU�SROLF\�
VWDOHPDWH��DW�OHDVW�LQ�WKH�OHJLVODWLYH�DUHQD��FDXVHG�WKLV�VSLNH�LQ�\LHOGV��,Q�
VKRUW��WKLV�¿UVW�PDMRU�EUHDN�SRLQW�LQ�WKH�ERQG�\LHOGV�LV�FOHDUO\�FRQVLVWHQW�
ZLWK�D�³VRFLDO�XQUHVW´�WKHRUHWLFDO�SHUVSHFWLYH�

20�:LOODUG��*XLQQDQH��DQG�5RVHQ��������KDYH�VKRZQ�WKDW�WKLV�GDWD�GULYHQ�DSSURDFK�VRPHWLPHV�
reinforces conventional historical accounts, but sometimes shows the retrospective judgments of 
historians to differ from the perceptions of contemporaries.

21�,Q�HVWLPDWLQJ�EUHDN�SRLQWV��ZH�VWLSXODWH�WKDW�EUHDN�SRLQWV�PXVW�EH�DW�OHDVW�WHQ�ZHHNV�DSDUW��DQG�
set an upper bound on the number of break points at six, in order to focus the analysis on major 
HYHQWV�ZLWK�ODVWLQJ�HIIHFWV��%HFDXVH�WKLV�PHDQV�WKDW�WKH�¿UVW�EUHDN�SRLQW�PHFKDQLFDOO\�FDQQRW�EH�
detected before ten weeks following the beginning of the yield series under analysis, and the last 
not after ten weeks from the end of the series, we extend the window of time under analysis for 
WKH�VWUXFWXUDO�EUHDN�DQDO\VLV�IURP�IRXU�WR�¿YH�\HDUV�DURXQG�WKH�SDVVDJH�RI�UHIRUP�

22�'DLO\�GDWD�DUH�XQDYDLODEOH�IRU�6XQGD\V�DQG�RFFDVLRQDO�SHULRGV�NQRZQ�DV�³VKXWWLQJV´�ZKHQ�
WUDGHV�GLG�QRW�RFFXU��:H�GHDO�ZLWK�PLVVLQJ�GD\V�E\�GURSSLQJ�WKHP�IURP�WKH�GDWD�VHULHV��

23 The following three days of political unrest included the death of 150 soldiers, the desertion 
by 1,750 soldiers, and the death of 500 Parisians (Tombs 1996, p. 351). As Aidt (2011) notes, 
revolutionary events in nearby countries often provoked political elites to make pre-emptive 
democratic reforms.
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The second break point of 16 October 1830 corresponds to a combi-
nation RI�HOLWH�SROLWLFDO�GLYLVLRQ�DQG�VRFLDO�XQUHVW��,Q�2FWREHU��WKH�ZHOO�
NQRZQ� ³6ZLQJ� 5LRWV´� RI� ODQGOHVV� DJULFXOWXUDO� ZRUNHUV� DFFHOHUDWHG��
reaching a peak in November.24 The Swing riots, not unrelated to the 
UHYROXWLRQDU\�HYHQWV�HDUOLHU�LQ�WKH�\HDU�LQ�)UDQFH��LQYROYHG�DUVRQ��DWWDFNV�
RQ� ODQGRZQHUV� SURSHUW\�� DV� ZHOO� DV� FDOOV� IRU� VXIIUDJH� UHIRUP�� ,Q� WKLV�
chaotic context, yields displayed a tendency to rise but spiked the day 
DIWHU�WKH�'XNH�RI�:HOOLQJWRQ¶V�FRQVHUYDWLYH�JRYHUQPHQW�FROODSVHG�DIWHU�
D�QR�FRQ¿GHQFH�PRWLRQ��D�UHVXOW�RI�WKH�XQUHVW�DQG�VRPH�KLJKO\�FRQWUR-
YHUVLDO�UHPDUNV��PDGH�RQ���1RYHPEHU�������WKDW�³DV�ORQJ�DV�KH�KHOG�DQ\�
station in the government of the country, he should always feel it his 
GXW\�WR�UHVLVW�>UHIRUP@�PHDVXUHV��ZKHQ�SURSRVHG�E\�RWKHUV�´��4XRWHG�LQ�
Cheyney 1922, p. 680.)
7KH� WKLUG� VWUXFWXUDO� EUHDN� SRLQW�� ��� )HEUXDU\� ������ FRUUHVSRQGLQJ�

to an increase in yields, comes six days before a party meeting of the 
&RQVHUYDWLYH�RSSRVLWLRQ�WKDW�DJUHHG�WR�DOORZ�WKH�LQWURGXFWLRQ�RI�WKH�¿UVW�
UHIRUP�ELOO�LQ�3DUOLDPHQW��WKH�¿UVW�UHIRUP�ELOO�ZDV�LQWURGXFHG�LQ�WKH�+RXVH�
of Commons on 1 March 1831. The bond market may well have been 
reacting to advance news of the introduction of the reform bill and antici-
SDWHG��FRUUHFWO\��WKDW�D�GLYLGHG�HOLWH�LPSOLHG�FRQÀLFW�RYHU�LWV�SDVVDJH�25 
7KH� WZR�EUHDN�SRLQWV� LQ�)LJXUH��� DVVRFLDWHG�ZLWK�PDMRU� GHFOLQHV� LQ�

bond yields, 9 May 1831 and 5 December 1832, correspond to forward 
progress on the reform bill.26�<LHOGV�IHOO�VKDUSO\�RQ���0D\�������ZKHQ�
results began to emerge in the general elections held between April and 
-XQH�������7KH�UHIRUP�ELOO�ZDV�WKH�PDMRU�HOHFWLRQ�LVVXH�DQG�WKH�HOHFWLRQ�
JHQHUDWHG�D�ODQGVOLGH�SUR�UHIRUP�:KLJ�PDMRULW\�RI�����VHDWV��%RQG�\LHOGV�
continued to display a general pattern of decline until the reform bill was 
HYHQWXDOO\�HQDFWHG�LQ�-XQH�������/LNHZLVH��WKH�EUHDNSRLQW�RI���'HFHPEHU�
1832 corresponds to a several week shutting of the bond market during 
ZKLFK�JHQHUDO�HOHFWLRQV��WKH�¿UVW�VLQFH�WKH�SDVVDJH�RI�WKH������5HIRUP�
$FW�LQ�-XQH��ZHUH�KHOG��7KH�UH�HOHFWLRQ�RI�D�VROLG�:KLJ�PDMRULW\�JRYHUQ-
ment cemented the passage of reform and brought the reform crisis to a 
comfortable close. 

24 According to the detailed event data collected by Hobsbawm and Rude (1968) and Tilly 
�������� DQG� UHSRUWHG�E\�$LGW� DQG�)UDQFN� ��������EHWZHHQ� -DQXDU\������DQG�'HFHPEHU�������
November 1830 was characterized by a ten-fold higher number of incidents than any other month.

25� 7KH� IROORZLQJ�PRQWKV� VDZ� WKH� ¿UVW� UHIRUP� ELOO� SDVV� D� VHFRQG� UHDGLQJ� E\� MXVW� RQH� YRWH��
followed by repeated vetoes by the House of Lords, which provoked mass rioting and Lord 
Grey’s resignation from the post of Prime Minister.

26�$�¿QDO� EUHDN� SRLQW� LV� GHWHFWHG� RQ� ���)HEUXDU\� ������ZH�ZHUH� XQDEOH� WR�¿QG� DQ\�PDMRU�
historical events corresponding to this date.
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)URP� WKH� �����5HIRUP�$FW�ZH� VHH� D� GLVWLQFWLYH� SDWWHUQ� WKDW� UHFRQ-
FLOHV�WKH�FRPSHWLQJ�³VRFLDO�XQUHVW´�DQG�³HOLWH�VWDOHPDWH´�DFFRXQWV��0DMRU�
increases in bond yields were typically initially triggered by social unrest 
and subsequently compounded when elites were divided and unable to 
forge a resolution to the crisis. Bond yields re-stabilized when elite divi-
sions were overcome and progress on parliamentary reform bills occurred.

1867 Reform Act

,Q� WKLV�FDVH��RXU�H[DPLQDWLRQV�RI�ERQG�\LHOGV�VKRZ�D�EUHDN�SRLQW�RI�
��'HFHPEHU������DV�GLVSOD\HG�LQ�)LJXUH����FRUUHVSRQGLQJ�WR�WKH�LQLWLD-
WLRQ�RI�DQ�HOLWH�OHYHO�FRQÀLFW�RYHU�UHIRUP��,Q�'HFHPEHU�SUR�UHIRUP�3ULPH�
Minister Russell, who had recently come to power after the death of anti-
reform Palmerston, secured cabinet approval for the introduction of a 
reform bill (Seymour 1915). The markets may well have been reacting to 
DGYDQFH�QHZV�RI�WKLV�GHYHORSPHQW�DQG�DQWLFLSDWLQJ�SROLWLFDO�FRQÀLFW�RYHU�
its passage, generating a rise in yields.
6XEVHTXHQW� HVWLPDWHG� EUHDN� SRLQWV� FKLHÀ\� FRUUHVSRQG� WR� IRUZDUG�

reform progress within Parliament with yields falling sharply when elite 
GLYLVLRQV�ZHUH�RYHUFRPH�� IDFLOLWDWLQJ�GHPRFUDWLF� UHIRUP��)RU�H[DPSOH��
the break point on 17 August 1866 comes just one week following the 
prorogation of Parliament until the November session, shortly following 
D�WUDQVIHU�RI�SRZHU�IURP�D�:KLJ�FDELQHW�ZKLFK�KDG�IDLOHG�WR�SDVV�UHIRUP�
to a conservative cabinet led by Derby as Prime Minister and Disraeli as 
Chancellor or the Exchequer. This transfer of power marks the beginning 
RI�'LVUDHOL�DQG�WKH�FRQVHUYDWLYH�SDUW\¶V�DWWHPSW�WR�³GLVK�WKH�:KLJV´�E\�
SDVVLQJ�WKH�UHIRUP�ELOO�WKHPVHOYHV��0F/HDQ��������<LHOGV�IHOO�DJDLQ�RQ����
December 1866, after a brief spike due to growing unrest and demonstra-
tions by the Reform League. Another break point is detected on 17 May 
������WKH�GD\�RQ�ZKLFK�'LVUDHOL�LQ�SULQFLSOH�DFFHSWHG�WKH�³+RGJNLQVRQ�
DPHQGPHQW´�WR�D�IUDQFKLVH�UHIRUP�ELOO�WDEOHG�E\�WKH�FRQVHUYDWLYH�SDUW\�
themselves—a radical amendment that paved the way for the eventual 
passage of the bill.
,Q�VXP��LQ�������HOLWH�FRKHVLRQ�DQG�IUDJPHQWDWLRQ�DSSHDUHG�WR�EH�WKH�

PDLQ�GULYHU�RI�VLJQL¿FDQW�ERQG�PDUNHW�ÀXFWXDWLRQV�DURXQG�WKH�SDVVDJH�RI�
reform, with social unrest, such as the Reform League demonstrations, 
playing a lesser role. This stands in contrast to the 1832 Reform Act 
where social unrest set the agenda of policy reform and cohesive or split 
elites were a secondary factor exacerbating or resolving the political risk 
perceived by markets.
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1884 Reform Act

Our previous results established that the 1884 Reform Act was associ-
ated with relatively low levels of bond market volatility, which is apparent 
IURP�YLVXDO�LQVSHFWLRQ�RI�)LJXUH����
:H�GHWHFW�D�EUHDN�SRLQW�RQ����1RYHPEHU�������D�PRPHQW�RI�VLJQL¿FDQW�

impasse between the House Commons and the House of Lords over fran-
chise reform. Mass meetings in Hyde Park had the appearance of social 
XQUHVW� XQWLO� WKH� 3ULQFH� DQG� 3ULQFHVV� RI�:DOHV� ³JDYH� LW� WKHLU� XQRI¿FLDO�
SDWURQDJH�E\�YLHZLQJ�LW�SXEOLFO\´��+D\HV�������S��������ZLWK�WKH�UHVXOW�
that bond yield spikes in 1884 never approached the levels they did in 
WKH�WZR�HDUOLHU�HSLVRGHV��,Q�IDFW��WKH�PDLQ�VRXUFH�RI�YRODWLOLW\�GXULQJ�WKLV�
HSLVRGH�FRPHV�IURP�DQ�HYHQW�FRPSOHWHO\�XQUHODWHG�WR�GRPHVWLF�FRQÀLFW�
over reform; we detect a break point on 22 August 1885, corresponding to 
WKH�DOOHYLDWLRQ�RI�PRPHQWDU\�IHDUV�RI�D�SRVVLEOH�ERUGHU�FRQÀLFW�EHWZHHQ�
Britain and Russia on the Afghan border, which sparked a small panic 
before a re-stabilization of yields.27

,W�ZRXOG�DSSHDU�WKDW�WKH�ERQG�PDUNHW�UHDFWHG�FRQVLVWHQWO\�QHJDWLYHO\�WR�
HYHQWV�WKDW�KHLJKWHQHG�WKH�FRQÀLFW�RYHU�IUDQFKLVH�UHIRUP��ZKHWKHU�LQFL-
dents of mass unrest, such as the Swing Riots, or incidents of elite political 
FRQÀLFW��VXFK�DV�GHDGORFN�RYHU�UHIRUP�ELOOV��(YHQWV�WKDW�ZHUH�YLHZHG�DV�
DOOHYLDWLQJ�FRQÀLFW�E\�IDFLOLWDWLQJ�UHIRUP��VXFK�DV�WKH�HOHFWLRQ�RI�D�ODUJH�
SUR�UHIRUP�:KLJ�PDMRULW\�LQ�������RU�WKH�DFFHSWDQFH�RI�WKH�+RGJNLQVRQ�
amendment in 1867, provoked consistently positive reactions.

),1$1&,$/�35(66�$1$/<6,6

:H�QRZ�WXUQ�WR�DQ�H[DPLQDWLRQ�RI�KRZ�WKH�¿QDQFLDO�SUHVV�GHVFULEHG�
the sources of major increases and decreases in bond yields during these 
reform episodes. Our examples are drawn from the Times of London, 
The Economist, and The Investor’s Monthly Manual, three of the most 
LPSRUWDQW�¿QDQFLDO�QHZV�VRXUFHV� WKDW� WRJHWKHU�SURYLGH�FRYHUDJH�RI� WKH�
entire period.
2XU�DQDO\VLV�RI� WKH�¿QDQFLDO�SUHVV�FRQ¿UPV�IRXU�NH\�SRLQWV� WKDW�DUH�

FRQVLVWHQW�ZLWK�WKH�TXDQWLWDWLYH�¿QGLQJV��)LUVW��LQ�PRPHQWV�RI�ULVLQJ�ERQG�
\LHOGV�GXULQJ�WKH�ZLQGRZV�RI�WLPH�XQGHU�DQDO\VLV�GRPHVWLF�FRQÀLFW�RYHU�
UHIRUP� EHFRPHV� WKH�PDMRU� IRFXV� RI� ¿QDQFLDO� QHZV� UHSRUWLQJ�� 6HFRQG��

27 According to The Investor’s Monthly Manual $QQXDO� 5HYLHZ� RI� ������ ³>7@KH� JUDYH�
GLI¿FXOWLHV� LQ� FRQQHFWLRQ�ZLWK� WKH� GHOLPLWDWLRQ� RI� WKH�$IJKDQ� IURQWLHU� KDYLQJ� H[HUFLVHG�PXFK�
LQÀXHQFH�XSRQ�WKH�VWRFN�PDUNHWV�GXULQJ�WKH�HDUOLHU�SDUW�RI����������´��Investor’s Monthly Manual, 
31 December 1885)
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HVSHFLDOO\�LQ�WKH�FDVH�RI�WKH������5HIRUP�$FW��WKH�¿QDQFLDO�SUHVV�UHSRUWV�
that it is the combination of social unrest over the issue of reform and 
partisan deadlock that drive major increases in bond yields. Third, 
IRUZDUG�SURJUHVV�RQ�UHIRUP�ELOOV�LV�OLQNHG�LQ�¿QDQFLDO�SUHVV�DFFRXQWV�WR�
WKH� UH�VWDELOL]DWLRQ�RI�ERQG�\LHOGV��)RXUWK�� VRFLDO� DQG�SROLWLFDO� FRQÀLFW�
RYHU� UHIRUP� LV� D� IRFXV� RI� ¿QDQFLDO� UHSRUWLQJ� LQ� WKH� FDVH� RI� WKH� �����
and 1867 reform episodes but not at all in the case of the 1884 Reform  
Act.
,Q� WKH� FDVH� RI� WKH� ����� 5HIRUP� $FW�� FRQVLVWHQW� ZLWK� WKH� VWUXFWXUDO�

EUHDN�DQDO\VLV�WKH�¿QDQFLDO�SUHVV�UHSRUWHG�D�QHJDWLYH�PDUNHW�UHDFWLRQ�WR�
WKH�'XNH�RI�:HOOLQJWRQ¶V�UHQXQFLDWLRQ�RI�UHIRUP�DJDLQVW�D�EDFNGURS�RI�
UHYROXWLRQ�LQ�)UDQFH�DQG�PDVV�DJLWDWLRQ�LQ�%ULWDLQ��The Times’ ³0RQH\�
0DUNHW�DQG�&LW\�,QWHOOLJHQFH´�FROXPQ�UHSRUWHG��

³7KH�DODUP� LQ� WKH�FLW\� FRQWLQXHV�� DQG� WKH� IXQGV�KDYH�KDG�D� IXUWKHU�GHFOLQH���$�
UHSRUW�JRW�RXW�LQWR�WKH�FLW\�WKDW�WKH�'XNH�RI�:HOOLQJWRQ�KDG�UHVLJQHG��RU�ZDV�RQ�
the point of doing so...and what obtained for it a far greater share of belief that it 
is in all probability entitled to is of the Duke’s having greatly lost popularity since 
WKH�RSHQLQJ�RI�SDUOLDPHQW�´��The Times, 5 November 1830)

7KH�SHDN�DQG�ÀXFWXDWLRQ�LQ�\LHOGV�LQ�)HEUXDU\�DQG�0DUFK�RI������ZHUH�
UHSRUWHG�WR�KDYH�EHHQ�GULYHQ�E\�DQWLFLSDWLRQ�RI�WKH�¿UVW�UHIRUP�ELOO�

³&RQVROV�IHOO�VRRQ�DIWHU�WKH�FRPPHQFHPHQW�RI�EXVLQHVV�IURP��������WR���������EXW�
rallied rather suddenly in consequence of an intimation...that the reform question 
was likely to be carried by a large majority...the foreign arrivals have brought no 
news, or none that has attracted the least attention amidst the interest awakened 
E\�WKH�DSSURDFKLQJ�GHFLVLRQ�RI�WKH�UHIRUP�TXHVWLRQ�´��The Times, 2 March 1831)

7KH� UHIRUP� FULVLV� GURYH� \LHOGV� ZHOO� LQWR� ������ )RU� H[DPSOH�� ZKHQ�
a reform bill was stopped in its tracks by a House of Lords veto on 8 
October 1831:

³1RWKLQJ�FDQ�H[FHHG�WKH�LQGLJQDQW�IHHOLQJ�DQG�WKH�FRQVWHUQDWLRQ�ZKLFK�KDYH�EHHQ�
manifested today in the city on the throwing out of the reform bill in the House 
of Lords...The city is doomed to a long period of anxious suspense, during which 
QRWKLQJ�ZLOO�EH�WDONHG�RU�WKRXJKW�RI�EXW�WKH�5HIRUP�%LOO�´��The Times, 10 October 
1831)

,Q�LWV�GLVFXVVLRQ�RI�SRSXODU�UHDFWLRQV�WR�WKH�+RXVH�RI�/RUGV�¿UVW�YHWR��The 
Times’ ³0RQH\�0DUNHW�DQG�&LW\�,QWHOOLJHQFH´�FROXPQ�UHSRUWHG�WKDW�WKH�
combination of social unrest and uncertainty about the prospects for a 
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political resolution to the reform crisis were the main perceived sources 
of political risk:

³3ULFHV�DUH�ZHOO�PDLQWDLQHG�DW�WKH�6WRFN�([FKDQJH�EXW�WKH�VWDWH�RI�IHHOLQJ�LQ�WKH�
money market is not on the whole so tranquil as yesterday. Some uneasiness is 
created at the continuance of the riots at Derby and at Hottingham and still more 
by doubts as to the period to which Parliament is to be prorogued. The opinion 
generally is, that the peace of the country can only be maintained by a short 
prorogation attended with some indicators to show the success of the Reform Bill 
LV�FHUWDLQ�´��The Times, 13 October 1831)

,Q�$SULO��DV�SURJUHVV�ZDV�PDGH�WRZDUG�WKH�SDVVDJH�RI�WKH������UHIRUP�ELOO�
The Times reported:

³7KH�EHWWHU�SURVSHFWV�ZKLFK�E\�WKH�GHEDWH�RI�ODVW�QLJKW�ZRXOG�DSSHDU�WR�DZDLW�WKH�
5HIRUP�%LOO�KDYH�JLYHQ�D�JUHDWHU�GHJUHH�RI�¿UPQHVV�WR�WKH�IXQGV�´��The Times, 13 
April 1832)

That consol yields were directly tied to the intensity of social unrest and 
the reform crisis comes from a report on 12 May 1832, after Lord Grey’s 
UHVLJQDWLRQ�IURP�KLV�RI¿FH�DV�3ULPH�0LQLVWHU�LQ�UHVSRQVH�WR�WKH�+RXVH�RI�
Lords’ second veto:

³7KH� IXQGV� KDYH� ÀXFWXDWHG� YHU\� FRQVLGHUDEO\� WRGD\� DQG� DUH� EHFRPLQJ�� PXFK�
PRUH�WKDQ�ZDV�WKH�FDVH�DW�¿UVW��WKH�EDURPHWHU�RI�WKH�DJLWDWLRQ�ZKLFK�LV�ZRUNLQJ�
the public mind. Prices rose and fell as circumstances rendered it more or less 
SUREDEOH�WKDW�/RUG�*UH\�ZLOO�UHVXPH�RI¿FH��7KH�&RQVRO�PDUNHW�RSHQHG�DW��������
EXW�URVH�WR��������LQ�FRQVHTXHQFH�RI�ODVW�QLJKW¶V�YRWH�LQ�WKH�+RXVH�RI�&RPPRQV�´�
(The Times, 12 May 1832)

7KH�¿QDQFLDO�SUHVV�FRQVLVWHQWO\�UHDFWHG�SRVLWLYHO\�WR�IRUZDUG�SURJUHVV�RQ�
WKH�UHIRUP�ELOO��)RU�H[DPSOH��FRQVRO�SULFHV�ZHUH�LQWHUSUHWHG�WR�ULVH��\LHOGV�
fall) in response to news in May 1832 that the King would introduce new 
Peers to the House of Lords to force passage:

³1HDU�WR�WKH�WHUPLQDWLRQ�RI�EXVLQHVV�D�UHSRUW�UHDFKHG�WKH�6WRFN�H[FKDQJH�WKDW�DOO�
ZDV�VHWWOHG�DQG�WKDW�WKH�.LQJ��GLVSOHDVHG�DW�WKH�FRQGXFW�RI�WKH�'XNH�RI�:HOOLQJWRQ�
and Lord Lundhurst [Tory Party opponents of reform], had conseted to the creation 
of Peers to any extent that may be necessary. This report produced some activity...
DW�DQ�DGYDQFH�RI�QHDUO\�����SHUFHQW�LQ�&RQVROH��,W�PD\�EH�PHQWLRQHG�DV�D�SURRI�RI�
the absorbing interest of the reform question that the death of M. Casimir Perier 
>)UHQFK�3ULPH�0LQLVWHU@� VFDUFHO\� UHFHLYHG�D�SDVVLQJ�QRWLFH��$� IHZ�GD\V�DJR� WKH�
event would have been speculated on as involving the most important change in the 
state of Europe. The subject will not evidently acquire its due importance with our 
FLW\�SROLWLFLDQV�XQWLO�WKH�SUHVHQW�FULVLV�KDV�SDVVHG�RYHU�´��The Times, 19 May 1832)
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$�VLPLODU�SDWWHUQ�RI�¿QDQFLDO�UHSRUWLQJ�LV�HYLGHQW�LQ�WKH�FDVH�RI�WKH������
5HIRUP�$FW��WKRXJK�ZLWK�OHVV�LQWHQVLW\�DQG�DODUP��7KH�¿QDQFLDO�SDJHV�RI�
The Economist H[SUHVVHG�FRQFHUQ�ZLWK�WKH�³UHIRUP�TXHVWLRQ´�DQG�UHOLHI�
XSRQ� LWV� UHVROXWLRQ�� &RQVLVWHQW� ZLWK� WKH� ¿UVW� PDMRU� LQFUHDVH� LQ� \LHOGV�
detected in the structural break analysis, The Economist reported antici-
pation of a Liberal reform bill in December of 1865:

³,W� LV� RI� JUHDW� VLJQL¿FDQFH� DW� WKH� SUHVHQW� PRPHQW� WKDW� 0U� )RUVWHU� >D� UDGLFDO�
SUR�UHIRUP�03@�VKRXOG�KDYH�DFFHSWHG�RI¿FH���6XFK�D�PDQ�QHLWKHU�FRXOG�QRW�ZRXOG�
DFFHSW� RI¿FH� XQOHVV� KH� EHOLHYHG���WKDW� WKH� *RYHUQPHQW� ZHUH� IXOO\� GHWHUPLQHG�
as soon as may be...to bring in a considerable and substantial measure of 
3DUOLDPHQWDU\�UHIRUP�´��The Economist, 1 December 1865)

Consistent with the structural break analysis, the Hyde Park riots of 
December 1866 sparked a small panic that subsided quickly due to the 
underwhelming extent of the protests:

³7KHUH�ZDV�FHUWDLQO\�QRWKLQJ�WHUUL¿F�LQ�WKH�5HIRUP�SURFHVVLRQ�RI�ODVW�0RQGD\���
WKHUH�ZDV� OHVV� WKDQ� ������� LQVWHDG� RI� ���������$QG� LW�ZDV� GLI¿FXOW� WR� WKLQN� LW�
a procession of political zealots. Old men who remember the 1832 Reform 
JDWKHULQJV� VD\� WKH\�ZHUH� TXLWH� RI� DQRWKHU� VRUW�´� �The Economist, 8 December 
1866)

%\� )HEUXDU\� ������ DV� D� SROLWLFDO� VHWWOHPHQW� RQ� WKH� LVVXH� RI� IUDQFKLVH�
reform neared, the reaction was almost dismissive of previous concerns 
about the threat of mass unrest:

³%\� WKLV� WLPH�� WKH� IHZ� IRUHLJQ� LQYHVWRUV� LQ�(QJOLVK�PHUFDQWLOH� SDSHU� KDYH�� QR�
doubt, been enabled to calculate the importance of the Reform agitation which 
was but a short time back looked on as something dangerous to the mercantile 
position of this country. Such an idea is apparently discarded and the matter 
DWWUDFWV� DV� OLWWOH�REVHUYDWLRQ� DEURDG�DV� DW� KRPH�´� �The Economist�� ���)HEUXDU\�  
1867)

Nonetheless, The Times FRQWLQXHG�WR�UHSRUW�LQ�$SULO������WKDW�D�³VSHHG\�
VHWWOHPHQW´�RI�WKH�UHIRUP�LVVXH�UHPDLQHG�DQ�LPSRUWDQW�LVVXH�LQ�WKH�SHUFHS-
tion of investors:

³,Q�WKH�&LW\�LW�LV�IHOW�WKDW�WKH�LPSRUWDQFH�D�VSHHG\�VHWWOHPHQW�RI�WKH�5HIRUP�TXHVWLRQ�
at the present juncture cannot be overrated, and that a heavy responsibility will 
fall upon any parties who may obstruct the disposition apparently manifested by 
a large majority of the House of Commons to mould satisfactorily the Ministerial 
%LOO�´��The Times, 3 April 1867)
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:LWK� WKH�RI¿FLDO�SDVVDJH�RI� WKH������5HIRUP�$FW�� WKH� UHVSRQVH�RI� WKH�
³%DQNHU¶V�*D]HWWH´�ZDV�RQH�RI�VDWLVIDFWLRQ�

³7KH�SDVVDJH�RI�WKH�5HIRUP�%LOO�KDV�EHHQ�EXW�OLWWOH�FRPPHQWHG�RQ�LQ�FRQQHFWLRQ�
with stocks, but the settlement of a question that might have led to grave 
inconveniences, and perhaps to worse results, had it been long delayed, can but be 
UHJDUGHG�ZLWK�IHHOLQJV�RI�VDWLVIDFWLRQ�´��The Economist,����-XO\������

,Q�WKH�FDVH�RI�WKH������5HIRUP�$FW��WKRXJK�WKH�¿QDQFLDO�SUHVV�FRQWLQXHG�
to follow closely important political events that might affect the markets, 
we found only a single obligatory mention, with no reference to social 
RU�SROLWLFDO�FRQÀLFW��LQ�The Investor’s Monthly Manual annual review of 
1884— consistent with our quantitative results showing low levels of 
market bond market volatility during this time:

³3ROLWLFDOO\�� ����� ZLOO� EH� D� ODQGPDUN� LQ� WKH� KLVWRU\� RI� WKH� FRXQWU\����7KHVH�
FRQVXOWDWLRQV�¿QDOO\�OHG�WR�WKH�IUDPLQJ�RI�D�5HGLVWULEXWLRQ�ELOO�DFFHSWDEOH�WR�ERWK�
sides, and in consideration of the Government pressing this bill forward and 
VWDNLQJ� WKHLU�H[LVWHQFH�XSRQ� LW�� WKH�/RUGV�SDVVHG� WKH�)UDQFKLVH�%LOO��ZKLFK�KDV�
become law. Thus in domestic legislation the Government has been successful 
EH\RQG�H[SHFWDWLRQ�´��Investor’s Monthly Manual,����'HFHPEHU������´

&21&/86,21

Britain is typically viewed as a model of gradual, stable, political, and 
HFRQRPLF�GHYHORSPHQW��2XU�¿QGLQJV�FDVW�GRXEW�RQ�WKH�LGHD�WKDW�(QJODQG¶V�
pre-democratic constitutional order was so fully consolidated after 1688 
that the movement to mass democratization in Britain was predestined 
to be an utterly tranquil process. The 1832 and 1867 Reform Acts as 
well as the failed Chartist agitations for reform of 1842 and 1848 were 
each associated with large-scale volatility in bond yields. The magni-
tude of this volatility was large by the standard of other periods within 
Britain and relative to reform episodes in other countries. The analysis of 
RYHUDOO�WUHQGV��VWUXFWXUDO�EUHDN�SRLQW�DQDO\VHV��DQG�¿QDQFLDO�SUHVV�DQDO-
\VLV�� FRQ¿UP� WKDW� LQFUHDVHV� LQ� WKH� SUHPLXP�GHPDQGHG�E\� LQYHVWRUV� WR�
hold British debt rose as a result of social unrest and political deadlock, 
alleviated only by forward progress on reform.
7KH�¿QGLQJV� VKRZ� WKDW�%ULWDLQ¶V� SDWK� RI� GHPRFUDWL]DWLRQ�ZDV�PRUH�

WXUEXOHQW� WKDQ� WUDGLWLRQDO� DFFRXQWV� VXJJHVW�� FKDOOHQJLQJ� WKH� ³:KLJ´�
characterization of England as an entirely consolidated constitutional 
regime after 1688 that left Britain sharing few similarities with the rest of 
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Europe. 28 The analysis has also found that while bond markets responded 
to unrest before democratic reforms early in the century, by 1884, reform 
HSLVRGHV�ZHUH�WDNHQ�LQ�VWULGH�E\�WKH�PDUNHW��7KH�¿QGLQJV�DOVR�VXJJHVW��
counter-intuitively, that throughout the century bond markets were not 
frightened by but reacted positively to the passage of democratic reform 
because, although altering the median voter in ways that it is often 
thought threatening to debt-holders (Meltzer and Richard, 1981), such 
reform was perceived as offering stability in a context of deep social 
DQG�SROLWLFDO�GLVRUGHU��:H�DOVR�¿QG��KRZHYHU��WKDW��DV�WKH������DQG������
HSLVRGHV�RI�³IDLOHG´�GHPRFUDWL]DWLRQ�GHPRQVWUDWH��ERQG�PDUNHWV��ZKHQ�
faced with apparent instability, also reacted positively to stabilization 
through repression. 
/RRNLQJ�IRUZDUG��WRSLFV�IRU�IXWXUH�UHVHDUFK�LQFOXGH��¿UVW��ZK\�VLPLODU�

levels of perceived political disorder were resolved in some cases through 
the passage of democratic legislation and in other cases through repres-
VLRQ�� DQG�� VHFRQG��KRZ�DQG�ZKHWKHU� WKH�¿QGLQJV�KROG�XS� LQ� D�EURDGHU�
sample of European cases.
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