
In 1982 Pierre Trudeau was Prime Minister of Canada, M*A*S*H and 
Dallas were hit TV shows and the first commercially available laptop 
computer, the Osborne 1, had just been released -weighing in at an 
impressive 24 pounds. Motorola was still a year away from its first 
commercial cellphone, the DynaTAC 8000X, which retailed for a 
whopping US $4k, and the World Wide Web was just a concept that 
had yet to become a reality. 

A lot has changed over the past four decades, yet for investors, amid 
all the cultural, social, technological and political transformations 
(notwithstanding that there’s still a Trudeau in office) one thing has 
remained the same: bond prices have kept going up and bond yields 
have kept going down.

The economist Herbert Stein once famously said “if something 
cannot go on forever, it will stop”. The secular bull market in bonds is 
perhaps among the more remarkable capital market stories in 
history. The recent resurgence in yields provides investors a 
moment to consider if Stein’s Law will prove to be true once again. 
Central Banks have signalled that they are willing to accept higher 
inflation, which likely sets the stage for a long-running bear bond 
market. Higher inflation means higher future interest rates -the very 
conditions that are bad for bond investors.

This is not to suggest that a shift to a secular bear market is 
imminent. These things tend not to happen quickly. Debt levels are 
so high that the global economy simply cannot accommodate a fast 
reset to much higher rates, so a low-rate environment seems likely 
for some time yet. Yet despite those caveats, in our view it is 
prudent to note that the groundwork is gradually being laid for a 
secular bear market in bonds somewhere down the road. Rates are 
unlikely to be able to fall much further and negative rates are 
unsustainable. The Federal Reserve has turned more tolerant of 
inflation risk and is prioritizing output and employment. These are 
not guarantees of higher yields, but they are signposts on that path. 
Our conclusion is that the secular bear market in bonds will come 
eventually, and paying attention to its timing and magnitude will be 
critical to capital market returns going forward.

Be safe, be well!
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