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1 Introduction

The Judiciary enforces the rule of law, but also shapes the boundaries of economic

policy. While policy choices are typically viewed as the domain of elected politicians,

supreme or constitutional courts have become increasingly central to the policy process

in many countries. This institutional transformation has been dubbed judicialization

of policy making (Hirschl, 2008). In the United States, the trend towards judicialization

has been reinforced by growing political polarization, with Congress becoming less

capable of enacting legislation (Boxell, Gentzkow and Shapiro, 2024). As a result,

appointments to the U.S. Supreme Court have become high-stakes events, with far-

reaching implications for political and economic outcomes.

Despite the growing recognition of the judiciary’s influence on economic policy,

little is known about how shifts in judicial ideology impact the economy. Existing

research on the nexus between judicial ideology and economic outcomes has focused

on firm-level or case-specific impacts, studying how court rulings alter, for example,

corporate valuations (Cassella and Rizzo, 2023; Bakke et al., 2023). However, the

macroeconomic dimension of judicial ideology remains largely unexplored.

This paper is the first to study whether and how ideological shifts in the U.S.

Supreme Court shape financial markets’ expectations about the macroeconomy. This

is challenging, not only because ideological shifts are rare events, but also because

there is a constant news flow about potential changes in the Court and their associated

probabilities. This makes it difficult to cleanly pin down the precise moment in which

investors learn about when and how the Court’s ideological balance will change.

We use the unexpected deaths of Supreme Court Justices in a high-frequency

identification strategy. The idea of our approach is that, in a narrow time window

around an unexpected death, financial markets reprice their expectations about the

ideological direction of the Court and its economic consequences. Ideally, no other im-

portant information becomes available in the same time window. We borrow this idea

from the high-frequency literature in macroeconomics, which has applied a similar

logic to study the economic effects of changes in monetary policy (Bauer and Swanson,

2023), fiscal policy (Hazell and Hobler, 2024), or oil supply (Känzig, 2021).

The deaths of two influential Supreme Court Justices were unexpected and changed
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the ideological balance of the Court. In September 2020, Ruth Bader Ginsburg’s death

triggered a shift to a conservative majority. In February 2016, Justice Antonin Scalia’s

death caused the Court to lose its clear conservative majority. We exploit these two

events as quasi-experimental shifts in ideology in either direction, one towards a more

conservative Court and one towards a more liberal one. We provide supporting evi-

dence of the unexpected nature of their deaths by documenting the evolution of betting

odds in prediction markets. We also leverage the retirement announcement of Justice

Anthony Kennedy in June 2018 as a third event.

We construct high-frequency surprises as the difference between the first price

observed for various financial assets after each Justice’s death became public and the

last price measured before markets learned of it. Ginsburg’s and Scalia’s deaths both

occurred after U.S. financial markets had closed, so the surprises amount to price

changes between the morning of one trading day and the evening of the previous

trading day. Importantly, the two time windows did not overlap with macroeconomic

data releases, company earnings reports, or other political events that might have been

confounding news. We also consider an extended reaction window after markets open

following the news of the deaths, to allow for the gradual diffusion of information.

For our additional tests using Justice Kennedy, we construct surprises with intraday

market prices, as Kennedy announced his retirement during trading hours.

To capture the macroeconomic effects of judicial ideology, our main outcome

variables are asset prices that reveal market expectations of inflation and economic

activity: inflation swaps, breakeven inflation rates, stock price indices, and dividend

futures. A change in the composition of the Supreme Court cannot be cleanly mapped

into a structural macroeconomic shock. However, the resulting comovement between

activity and inflation expectations can tell us whether markets broadly view the news

as changes in expected aggregate demand (expected inflation and expected activity

move in the same direction) or aggregate supply (expected inflation and expected ac-

tivity move in opposite directions). Theoretically, the Supreme Court might affect both

aggregate demand, for example by facilitating or preventing public expenditures, and

aggregate supply, for example by enabling or impeding supply-side regulations. Dis-

tinguishing which is the dominant force reveals through which mechanisms financial

markets think judicial ideology impacts the macroeconomy.
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Our findings are as follows. The conservative shift in the Supreme Court following

Justice Ginsburg’s death in 2020 produces a broad-based decline in market expectations

of both inflation and economic activity. Expected inflation over one and five years

decreases by 0.076 and 0.044 annualized percentage points, respectively. Stock prices

fall by more than 1 percent. Dividend futures also drop by about 1 percent for a one-

year horizon. Using the magnitudes of the reactions of dividend futures and expected

inflation, it is possible to calculate the implied reduction in expectations of real GDP

(Hazell and Hobler, 2024). Expected real GDP declines by 0.66 percent at the one-year

horizon and by 0.42 percent at the two-year horizon.

The liberal shift following Justice Scalia’s death in 2016 generates the opposite

patterns, with increases in expected inflation and expected output. Quantitatively,

the results for Scalia are milder than those for Ginsburg. For example, one-year

and five-year inflation expectations increase by 0.007 and 0.028 percentage points,

respectively. Dividend futures prices are not available around Scalia’s passing, so we

cannot calculate an implied real GDP change. However, a 1 percent increase in stock

prices is suggestive of an increase in expected economic activity.

We uncover these results using three forms of evidence: observed asset price

changes, comparisons with benchmark price change distributions, and a formal event

study design. In the event study analysis, we trace out the dynamic responses of

asset price changes relative to a plausible time series counterfactual and associated

confidence bands. We find the results for Ginsburg to be statistically sharper than

for Scalia, in addition to being larger in magnitude. A plausible explanation is that

after Scalia’s death, the Court went from majority conservative to a conservative-liberal

split. In other words, the Court became less conservative, but still not majority liberal.

In the case of Ginsburg, it was quite certain that she would swiftly be replaced with a

more conservative Justice by the Trump administration, so the Court went to majority

conservative, a stronger tilt in the balance.

The fact that multiple asset price responses to a conservative shift have the op-

posite sign of those to a liberal shift gives us confidence that our findings reflect a

systematic pattern. The positive comovement between inflation and activity expecta-

tions is consistent with downward (upward) revisions in expected aggregate demand

following conservative (liberal) judicial news. Shifts in expectations about aggregate
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supply are less plausible since they should lead to a negative comovement between

inflation and activity expectations. This is noteworthy, as there are ex-ante reasons

why one might suspect the Supreme Court to impact expectations about aggregate

supply, for example by affecting business regulations or labor laws. Our findings

on the expected output-inflation comovement are new: no previous studies examine

whether financial markets perceive changes in the Supreme Court’s ideological balance

as aggregate demand or aggregate supply news.

One specific candidate for how the Supreme Court’s composition might affect

aggregate demand expectations is fiscal policy. Many liberal political priorities over

the last two decades, for example in the areas of clean energy, health care, social

spending, and industrial policy, revolve around significant public expenditures. As

a consequence, markets might interpret a conservative shift in the Supreme Court’s

ideological balance as reducing the likelihood of future fiscal expansion, thereby damp-

ening aggregate demand expectations. To verify the plausibility of this interpretation,

we study the responses of bond yields and term premia. Moreover, we compare our

findings with a nascent literature that uses high-frequency identification techniques

to study fiscal policy news (Bi, Phillot and Zubairy, 2025; Wiegand, 2025).

We indeed find that the deaths of Ginsburg and Scalia move interest rates in oppo-

site directions. The conservative shift in the Court’s balance after Ginsburg’s passing

leads to lower bond yields, whereas the loss of a conservative majority after Scalia’s

passing raises bond yields. These yield changes occur across maturities, including

long-term rates. Quantitatively, Ginsburg’s death lowers the ten-year Treasury yield

by 2.24 basis points, whereas Scalia’s death increases it by 3.35 basis points. We find

that the yield reactions can be mostly attributed to changes in the term premia. Based

on the quantitative results reported in the fiscal policy news literature, the magnitudes

of our estimated yield responses suggest that markets react as if the expected supply

of Treasuries had decreased or increased by 1 percent of GDP or more.

While macroeconomic expectations are the main focus of our analysis, we also

study sectoral asset price dynamics. The motivation for considering this cross-sectional

analysis is to give additional credibility to our identification strategy. If asset prices

associated with conservative (liberal) priorities move in the direction one would plau-

sibly expect after the Court becomes more conservative (liberal), we can more reliably
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claim that the asset price changes in our high-frequency windows indeed reveal rele-

vant news about the Supreme Court.

We show that clean energy and health care equities, two sectors tied to cases

frequently reviewed by the Supreme Court, fall after Justice Ginsburg's death and

increase after Justice Scalia's death. The asset price changes are signi�cant relative

to the overall market, which we show by computing cumulative abnormal returns

and associated standard errors. We also consider the responses of a Gender Diversity

related equity fund, which is only available for a more recent sample. As expected, it

falls after Ginsburg's passing, although we cannot detect a signi�cant abnormal return.

Finally, we consider the retirement announcement of Justice Anthony Kennedy

in 2018 as an additional quasi-experimental event. Kennedy's retirement and replace-

ment by Justice Brett Kavanaugh represented an unexpected conservative-leaning

shift in the Court. The market reactions closely mirror those observed following Jus-

tice Ginsburg's death, with reductions in in�ation and real activity expectations, and

valuation changes in policy-sensitive sectors. Since Kennedy's retirement news broke

during market hours, we can trace the responses at intraday frequencies and �nd that

several of the responses grow in magnitude over the trading day.

In sum, our results indicate that markets view shifts in the U.S. Supreme Court's

ideological composition as changes in aggregate demand. Speci�cally, they are con-

sistent with investors interpreting variation in the makeup of the Court's bench as a

source of news about the trajectory of U.S. �scal policy, which is a novel �nding.

Contributions to the literature. This paper relates to several strands of research in

macroeconomics, �nance, and political science. First, we build on the large literature

that uses high-frequency �nancial market data to identify the e�ects of macroeco-

nomic surprises. Seminal contributions focus on monetary policy (Gürkaynak, Sack

and Swanson, 2005; Gertler and Karadi, 2015; Nakamura and Steinsson, 2018; Bauer

and Swanson, 2023), while more recent work studies oil supply, �scal, or bank regu-

lation news (Känzig, 2021; Fieldhouse, Mertens and Ravn, 2018; Hazell and Hobler,

2024; Drechsel and Miura, 2025). We demonstrate the applicability of high-frequency

techniques in a completely new institutional setting, the U.S. Supreme Court.

Second, our results are more directly related to the literature on high-frequency
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�scal policy news. Recent studies show that news about future government spending,

de�cits, or debt issuance generates joint movements in in�ation expectations, real

activity expectations, and nominal yields (e.g., Bi, Phillot and Zubairy, 2025; Wiegand,

2025; Cram, Kung and Lustig, 2025). This literature studies �scal news originating from

legislative or executive actions, whereas our results suggest the Supreme Court as a

novel source of �scal news. Shifts in its ideological balance alter market perceptions

of future public expenditures, thereby revealing news about future �scal policy.

Third, a growing body of work in judicial politics examines how court decisions

a�ect asset prices. This literature has focused on �rm-level or case-speci�c e�ects,

documenting how court rulings in�uence corporate valuations, regulatory uncertainty,

and sectoral pro�tability (Colonnello and Herpfer, 2021; Bakke et al., 2023; Cassella and

Rizzo, 2023; Khan, Schwartz and Wald, 2024; Huang, Hui and Zheng, 2024). In contrast,

we study the macroeconomic implications of judicial ideology by examining how

shifts in the ideological balance of the U.S. Supreme Court a�ect aggregate economic

expectations and broad asset classes.1

Fourth, our paper �ts into the broader literature that uses asset price movements

to infer the economic consequences of expected political outcomes (Knight, 2006;

Snowberg, Wolfers and Zitzewitz, 2007; Wagner, Zeckhauser and Ziegler, 2018) and

political risk and uncertainty (Pástor and Veronesi, 2012; Kelly, Pástor and Veronesi,

2016; Hassan et al., 2019).

Finally, we contribute to a growing literature that uses unexpected deaths of key

political �gures as natural experiments to study institutional and economic e�ects

(Jones and Olken, 2005; Bennedsen et al., 2007; Jones and Olken, 2009).

2 Setting and data

After presenting the institutional background for our study, this section explains

why and how Justices Ginsburg's and Scalia's unexpected deaths can be used as quasi-

experimental variation in the Supreme Court's ideological balance. We also describe

the high-frequency �nancial market data we use for our analysis.

1There is also a large literature on the Supreme Court and its relation with the U.S. economy more
broadly. A detailed review of this broader literature is beyond the scope of this paper. One recent
example is Prat, Morton and Spitz (2026), who construct a long-run dataset of economically relevant
Supreme Court cases and study the presence of a �pro-wealthy bias� in the Court.
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2.1 Institutional background

Courts play a dual role in democratic societies. On the one hand, they uphold

the rule of law. On the other hand, they increasingly in�uence the direction of public

policy. In the United States, the Supreme Court has come to shape the scope of

�scal, regulatory, and environmental policy, determining the boundaries within which

elected policymakers operate. The expanded in�uence re�ects a larger institutional

transformation described as the judicialization of policymaking (Epp, 1998; Hirschl, 2008).

Political polarization has ampli�ed this trend. As Congress becomes increasingly

gridlocked, courts resolve high-stakes disputes on climate regulation, health care, and

�nancial oversight (Hasen, 2019). At the same time, the judiciary itself has become

more ideological: judicial appointments and voting patterns increasingly align with

partisan divisions (McGuire et al., 2009; Nicholson and Hansford, 2014). Consequently,

Supreme Court decisions are often perceived as advancing or constraining particular

policy agendas rather than serving as neutral legal interpretations. Landmark cases,

such as NFIB v. Sebelius (2012), Seila Law v. CFPB (2020), and West Virginia v. EPA

(2022), illustrate the economic reach of judicial choices. Each ruling reshaped key

policy frameworks in the environmental, �nancial, and health care domains, altering

expectations about the government's regulatory capacity and �scal commitments.

These institutional features have made the Supreme Court a powerful policymak-

ing body whose ideological composition drives the direction of U.S. economic policy.

Because Justices hold life tenure and are replaced infrequently, changes in the Court's

membership are rare, yet consequential. They can alter the ideological balance of the

Court in ways that a�ect the perceived durability and scope of economic policies. As a

result, unexpected shifts in judicial ideology can plausibly generate revisions in market

expectations about in�ation, growth, and sectoral outcomes.

2.2 Judicial transitions as ideological shifts

We focus on unexpected changes in the Supreme Court's ideological balance. Two

in�uential judicial transitions provide the quasi-experimental setting for our analysis:

the deaths of Justices Ruth Bader Ginsburg (RBG) in September 2020 and Antonin
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Scalia in February 2016.2 Deaths are typically exogenous events, plausibly unrelated to

contemporaneous macroeconomic developments, which is why a growing literature

uses unexpected deaths of key political �gures as natural experiments (Jones and

Olken, 2005; Bennedsen et al., 2007; Jones and Olken, 2009).

Justice Ginsburg's death on September 18, 2020 eliminated a senior liberal voice

on the Court. It occurred only weeks before the presidential election, during the

Republican administration of President Donald Trump with control of the Senate.

The subsequent appointment of Justice Amy Coney Barrett produced what many

commentators agree is the most conservative Court in modern history. Panel (a) of

Table 1 details the composition of the Court before and after Ginsburg's passing,

showing how Barrett's con�rmation shifted the Supreme Court's 4-1-4 balance toward

a stable 6-3 conservative majority.3

Panel (b) of Table 1 summarizes the ideological alignment of the Court before and

after Justice Scalia's death on February 13, 2016. Scalia's passing removed one of the

Court's most conservative members during the �nal year of President Barack Obama's

second term. The event was widely regarded as unexpected. Because the Republican-

controlled Senate's Majority Leader Mitch McConnell announced the same day that

the Senate would block any nomination by President Obama, the vacancy remained

open for an extended period. 4 This combination of events constituted an unexpected

shift towards a less conservative makeup of the Court.

In sum, Table 1 shows two sharp ideological shifts in the Supreme Court, one

making it more conservative and the other less conservative. As an additional vali-

dation, we later examine the retirement of Justice Anthony Kennedy in 2018, whose

unexpected replacement by Justice Brett Kavanaugh produced a conservative shift.

2Instead of presenting the two events chronologically, we always discuss Ginsburg �rst. This order
re�ects the slightly cleaner nature of the resulting quasi-experiment. We explain the di�erences between
both events further below.

3To further validate the ideological nature of this change, the Online Appendix provides a systematic
overview of Ginsburg's and Barrett's prior rulings on environmental and climate-related cases (Ginsburg
on the Supreme Court and Barrett on the Seventh Circuit Court of Appeals). These positions con�rm
that the 2020 transition represented a substantive conservative shift in judicial ideology.

4President Obama nominated Judge Merrick Garland in March 2016, while the Republican-controlled
Senate refused to hold hearings or votes on the nomination, leaving the seat vacant until Justice Neil
Gorsuch's con�rmation on April 7, 2017.
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Table 1: Ideological shifts in the U.S. Supreme Court following Justices' deaths

Panel (a): Justice Ruth Bader Ginsburg's death (Sep. 18, 2020)
Alignment Before After

Liberal

Ruth Bader Ginsburg
Stephen Breyer
Sonia Sotomayor
Elena Kagan

Stephen Breyer
Sonia Sotomayor
Elena Kagan

Conservative

Clarence Thomas
Samuel Alito
Neil Gorsuch
Brett Kavanaugh

Amy Coney Barrett
Clarence Thomas
Samuel Alito
Neil Gorsuch
Brett Kavanaugh

Swing/moderate conservative John Roberts John Roberts

Panel (b): Justice Antonin Scalia's death (Feb. 13, 2016)
Alignment Before After

Liberal

Ruth Bader Ginsburg
Stephen Breyer
Sonia Sotomayor
Elena Kagan

Ruth Bader Ginsburg
Stephen Breyer
Sonia Sotomayor
Elena Kagan

Conservative

Antonin Scalia
Clarence Thomas
Samuel Alito
John Roberts

Clarence Thomas
Samuel Alito
John Roberts

Swing/moderate conservative Anthony Kennedy Anthony Kennedy

Vacancy - Vacant Seat

2.3 Judicial transitions as surprise events

To support the argument that Ginsburg's and Scalia's deaths were unexpected, we

present evidence from political prediction markets. Prediction markets have received

increasing attention in economics and �nance, as they allow the measurement of

probabilities of key economic and political events in real time. Hazell and Hobler

(2024) also present evidence from prediction markets to support a high-frequency

identi�cation design. 5 Figure 1 plots data from PredictIt, which allows traders to bet

on judicial nominations and departures. The market-implied probabilities and trading

volumes provide a real-time measure of how unexpected these events were and how

5Eichengreen et al. (2025) study prediction markets to elicit news about political pressure on central
banks. Diercks, Katz and Wright (2026) evaluate the accuracy of prediction market-implied forecasts.
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clearly their ideological direction was perceived.

Panel (a) of Figure 1 shows that Justice Ruth Bader Ginsburg's death on Septem-

ber 18, 2020 produced an immediate surge in trading volume in betting markets, shown

as the gray bars in the chart. Importantly, her departure from the Court was accompa-

nied by a sharp rise in the probability of a succession. Markets quickly predicted the

nomination of conservative judge Amy Coney Barrett to �ll Ginsburg's seat. There is

a quick rise in the probability of a Barrett nomination from below 20% to ultimately

100%, shown as the green line with x-markers. The speed and magnitude of this repric-

ing reinforce both the event's unanticipated nature and its unambiguous ideological

direction, from liberal to conservative.

Panel (b) of Figure 1 shows that Antonin Scalia's sudden death on February 13, 2016

also triggered an immediate surge in trading volume (gray bars) and a discrete jump in

the probability of his departure from below 20% to 100% (blue line with circular mark-

ers). The discontinuous repricing con�rms that the event was largely unanticipated.

On the same day, the Republican-controlled Senate announced that it would block any

nominee proposed by President Obama. This announcement implied a persistent loss

of conservative in�uence on the Court.

Scalia's vacancy remained open for more than a year, until the con�rmation of

conservative Justice Neil Gorsuch in April 2017. Panel (c) of Figure 1 shows that the

probability of Gorsuch's nomination was negligible throughout 2016 and increased

sharply only after President Trump's inauguration in January 2017. The timing high-

lights that even though the conservative majority would ultimately be restored with

Gorsuch joining the bench, Scalia's passing generated a durable reduction in the con-

servative impact on the Supreme Court.

2.4 Financial market data

We collect high-frequency asset prices that capture expectations about in�ation,

economic activity, interest rates, and sectoral outcomes. We measure expected in�a-

tion using zero-coupon in�ation swaps at maturities of one, two, �ve, and ten years.

In�ation swaps are �nancial derivatives that exchange a �xed payment for a �oat-

ing cash �ow linked to the U.S. Consumer Price Index, providing a clean measure of

market-based in�ation expectations (Cieslak and P�ueger, 2023). For robustness, we
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Figure 1: Prediction market evidence on judicial transitions

a. Probability of Barrett being nominated as next Supreme Court Justice

b. Probability of Scalia being the next justice to leave the Supreme Court

c. Probability of Gorsuch being nominated as Supreme Court Justice

Notes: Each panel reports daily data from PredictIt on the probability of the event described in each
legend. The gray bars represent the total daily trading volume.
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also study �breakeven� in�ation expectations from Treasury In�ation-Protected Secu-

rities (TIPS) and nominal Treasury yields. We collect U.S. nominal zero-coupon yields

at maturities of one through ten years from Gürkaynak, Sack and Wright (2007). We

also obtain the corresponding term premium and expected-short-rate (or risk-neutral)

components of the nominal yield curve from the Adrian, Crump and Moench (2013)

a�ne term-structure decomposition, published daily by the New York Fed.

We measure expectations about real activity using dividend futures on the S&P 500

index, following Gormsen and Ko¼en (2020) and Hazell and Hobler (2024). Dividend

futures allow investors to speculate on or hedge against the dividends paid by index

constituents over future years; changes in these contracts re�ect revisions to expected

corporate earnings and aggregate growth. We use one-year and two-year dividend fu-

tures traded on the Chicago Mercantile Exchange (CME). To obtain proxies for expected

real growth, we de�ate the nominal dividend futures changes by contemporaneous

in�ation swap movements (Hazell and Hobler, 2024).

Since dividend futures are not traded continuously and occasionally exhibit miss-

ing quotes, we complement them with equity index futures and spot returns. Speci�-

cally, we use tick data for the S&P 500 and the Russell 2000 indices to capture market-

wide revisions in growth expectations. The S&P 500 provides a broad proxy for

aggregate activity but is heavily weighted toward large-cap technology �rms; the Rus-

sell 2000 covers smaller companies including domestically oriented ones, so is less

in�uenced by movements in particular sectors. Of course, equity indices re�ect ex-

pectations about both dividend growth and discount rates, so we always discuss the

associated results in conjunction with those for dividend futures or bond yield results.

To study cross-sectional market reactions, we obtain high-frequency prices for

sector-speci�c exchange-traded funds (ETFs) representing relevant policy areas, such

as clean energy and health care. These sectors are directly exposed to regulatory and

�scal decisions that the Supreme Court could in�uence.

Unless stated otherwise, all data are obtained from Bloomberg. For any interval,

�nancial-market tick data contain �rst, last, high, and low prices. We always use the

`last price' of 1-minute or 10-minute ticks. When we look at changes between two

trading days, we use the last available 1-minute `last price' on one trading day (e.g.

Friday) and the �rst 1-minute `last price' on the next trading day (e.g. Monday).
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3 In�ation and activity expectations after judicial news

To understand the macroeconomic implications of judicial ideology, this section

studies market expectations of in�ation and economic activity. While a change in

the Supreme Court's composition cannot be cleanly mapped into a structural macroe-

conomic shock, the comovement between activity and in�ation expectations reveals

which broad interpretation �nancial markets attach to news about the Court's ideolog-

ical balance. When in�ation and activity expectations comove positively (both up, or

both down), markets view the news as changes in expected aggregate demand (more

demand or less demand). When in�ation and activity expectations comove negatively

(one up, the other down), markets view the news as changes in expected aggregate

supply. Table 2 provides a schematic overview of this comovement-based logic.

Table 2: Interpreting macroeconomic expectations from asset price comovements

In�ation expectations Activity expectations Interpretation
(measured e.g. by swaps) (measured e.g. by div. futures) (�nancial markets expect an . . . )

" " aggregate demand expansion

# # aggregate demand contraction

# " aggregate supply expansion

" # aggregate supply contraction

In what follows, we present three types of empirical �ndings, ranging from de-

scriptive evidence to more formal econometric analysis. First, we examine the high-

frequency changes in di�erent asset prices around the two Justices' deaths. Second,

we compare these price changes with distributions of price changes in benchmark

time windows. Third, we estimate an econometric single-event study framework that

evaluates dynamic asset price changes triggered by the events relative to time series

predictions. In later sections, we study changes in bond yields to re�ne our economic

interpretation, and consider sectoral asset prices to validate our empirical strategy.

3.1 Observed �nancial market reactions

Figures 2 and 3 present the change in market-based expectations of in�ation

and economic activity in response to the deaths of Justices Ginsburg and Scalia. Both

events occurred after U.S. �nancial markets closed on a Friday, indicated by the �rst red
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dashed vertical line in each panel. Therefore, the news gets re�ected in prices as soon as

markets open after the weekend, shown by the second red dashed line. It is not feasible

to study a within-day high-frequency reaction of �nancial markets. However, during

both weekends, we did not �nd evidence of important macroeconomic news, data

releases, corporate earnings reports, or policy announcements. Hence, the observed

jump between the last price before the market close on Friday (indicated by the �rst

green circle) and the �rst price after the market open on the next trading day (indicated

by the second circle) plausibly reveals how investors revised their expectations in

response to what was mainly Supreme Court news occurring over the weekend. The

blue line plots the evolution of prices leading up to the Friday close and after the

market open in the following week. The evolution of a given price after the second

green dot could reveal the gradual di�usion of information over the course of the �rst

trading day after the news. Note that when the blue line is dashed, no trades occurred,

so no price could be recorded.

In�ation expectations. Figure 2 presents changes in markets' in�ation expectations

inferred from one-, �ve-, and ten-year zero-coupon in�ation swaps, with di�erent

horizons plotted in separate rows. 6 Following Justice Ginsburg's death, presented in

the �rst column, expected in�ation rates drop visibly across all expectation horizons.

Considering the price jump indicated by the two green circles in each panel, expected

in�ation over one year falls by 0.076 annualized percentage points (pp), while expected

in�ation over �ve years falls by 0.044 pp. A decrease of 0.033 pp occurs in the case of

the ten-year in�ation horizon.

The fact that the entire term structure of in�ation expectations moves down after

news about the shift to a more conservative Supreme Court indicates that markets

revise their beliefs about the future policy environment in a persistent way. The

reaction is a bit stronger in magnitude for shorter horizons, so a slight decay in the e�ect

across time is expected. Furthermore, in�ation expectations continue to decline for all

expectation horizons throughout the �rst trading session after the event, suggesting a

broad-based downward revision in market expectations of in�ation.

6We consider breakeven in�ation measures, rather than swap measures, in the Online Appendix.
The Online Appendix also reports the two-year horizon for the in�ation swap results, which exhibits
signi�cant data gaps and which we therefore omit from Figure 2.
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Figure 2: Expected in�ation rate by event (columns) and horizon (rows)

RBG's death Scalia's death

One-
year

Five-
year

Ten-
year

Notes: Reactions of the expected rate of in�ation (in annualized percent) over 1-, 5-, and ten-year horizons,
as implied by price changes in the corresponding in�ation swaps. Dashed segments in the blue lines
indicate absence of trading. The red dashed vertical lines indicate the market close and market open. The
green circles indicate the last price observed before close and the �rst price observed after open (based
on 1-minute ticks).

After Justice Scalia's death, presented in the second column of Figure 2, in�ation

expectations implied by swap trading rise modestly across maturities. Expected in-

�ation at the one-year, �ve-year, and ten-year horizons increases by 0.007 pp, 0.028

pp, and 0.018 pp. The opposite signs of the responses to Ginsburg's and Scalia's

deaths are consistent with a systematic underlying mechanism, since they represent

events that shifted the Court's composition in opposite directions, one making it more
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conservative and the other one less conservative.

One reason behind the smaller magnitudes for Scalia is that the ideological tilt

implied by his death was less strong than for Ginsburg's death (see discussion in Section

2). After his passing, the Court went from majority conservative to a conservative-

liberal split. In other words, the Court became clearly less conservative, but still not

majority liberal. Ginsburg was swiftly replaced with the more conservative Justice

Barrett. The Court went from to a conservative majority, a stronger tilt in the balance.

In addition to the magnitudes being smaller for Scalia, the temporal pro�le is also

di�erent. The responses are larger at longer horizons. This pattern could be explained

by the fact that markets priced in the possibility of a stronger shift away from a

conservative majority further in the future. At the time, the 2016 election outcome

was in the future. It was possible that a Democrat would enter the White House and,

together with a blue Senate, replace Scalia with a liberal Justice. Ultimately, this did

not happen. President Trump appointed conservative Justice Gorsuch in 2017.

Economic activity expectations. Figure 3 turns to asset prices that re�ect economic

activity (or aggregate economic output). These are analyzed in nominal terms; we

study real activity patterns further below. Prices of the S&P 500, the Russell 2000,

and one-year dividend futures all fall markedly following Ginsburg's death, shown in

the left column. Losses are concentrated at the market open, with little reversal over

the subsequent trading day. The decline in the Russell 2000 closely mirrors that of

the broader S&P 500, indicating that the e�ect is not only driven by large-cap stocks.

The decline in both stock market indices is economically signi�cant, with the fall in

the S&P 500 larger than 1 percent and the fall in the Russell 2000 around 2 percent.

Dividend futures, which directly price expectations of aggregate corporate pro�ts,

also drop by around 1 percent. This pattern con�rms that investors downgraded their

expectations of near-term dividend growth and the changes in stock prices are not

only driven by changes in discount rates. Dividend futures markets are less liquid, so

the line in the third panel of the left column of Figure 3 is mostly dashed.

As for the in�ation expectations results, the patterns for economic activity reverse

sign when considering Scalia's death instead of Ginsburg's death. The second column

of Figure 3 shows that stock valuations increase substantially after Scalia's death. The
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Figure 3: Expected economic activity by event (columns) and asset (rows)

RBG's death Scalia's death

S&P
500

Russell
2000

One-
year
div.

futures

�

Notes: Reactions of the S&P 500, Russell 2000, and one-year dividend futures. Dashed segments in the
blue lines indicate absence of trading. The red dashed vertical lines indicate the market close and market
open. The green circles indicate the last price observed before close and the �rst price after open (based
on 1-minute ticks). Dividend futures prices are not available around Justice Scalia's death.

S&P 500 and the Russell 2000 both jump up by about 1 percent. In this case, they also

continue to rise over the subsequent trading day. Unfortunately, dividend futures data

are not available around Justice Scalia's passing.

Interpretation. Figures 2 and 3 reveal a coherent pattern across both events and as-

set classes. News about a more conservative Court lowers in�ation expectations and
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reduces expectations of economic activity, while news about a less conservative Court

increases in�ation expectations and raises expectations of economic activity. The fact

that multiple asset price responses to a conservative shift have the opposite sign of

those to a liberal shift gives us con�dence that our �ndings re�ect a systematic pattern.

The positive comovement between in�ation and activity expectations is consistent with

downward (upward) revisions in expected aggregate demand following conservative

(liberal) judicial news. Shifts in expectations about aggregate supply are less plausi-

ble since they should lead to a negative comovement between in�ation and activity

expectations. Our �ndings are therefore di�cult to reconcile with the argument that

the Supreme Court impacts expectations about aggregate supply, for example through

business regulations or labor laws. We further examine the mechanisms behind our

results, and explain reasons for the aggregate demand mechanism, in later sections.

3.2 Market reactions in comparison to benchmark price changes

We assess whether the high-frequency market reactions documented above rep-

resent statistically unusual movements, rather than simply arising by coincidence. To

be able to do so, we need to compare the asset price changes around the two Supreme

Court Justice death events with an appropriate benchmark. In this section, this bench-

mark consists of distributions of price changes that occur in non-event time windows

for the same assets. We visually compare the price changes measured in the event

window, shown in the previous section, to these benchmark distributions. In the

next section, we resort to a formal event study design in which a counterfactual price

evolution from a time series model serves as the benchmark.

We estimate benchmark empirical probability density functions (pdfs) of relevant

price changes: one- and �ve-year in�ation swaps, the S&P 500 index, and one-year

dividend futures. The pdfs are estimated using an Epanechnikov kernel applied to

non-event intervals that are constructed in the same way as our event interval, by

subtracting the last observed price on a trading day from the �rst observed price on

the following trading day. We measure all such intervals during one month before

and one month after the event, excluding the event window itself, and compare them

with the price change itself. The idea is that if a price change is �abnormal�, it should

lie in the tail of the benchmark distributions.
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Figure 4: Asset price reactions to death events vs. non-event price distributions

RBG's death Scalia's death

One-
year
in�.

swap

Five-
year
in�.

swap

S&P
500

One-
year
div.

future

�

Notes: Price changes around each Justice's death are shown as the green vertical line. These price changes
correspond exactly to the di�erence between the green circles in Figures 2 and 3. The blue lines capture
empirical pdfs of asset price changes in comparable non-event windows, estimated with an Epanechnikov
kernel. Dividend futures prices are not available around Justice Scalia's death.
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Figure 4 presents this analysis for Ginsburg in the left column and Scalia in the

right column. Di�erent rows correspond to di�erent asset prices. In each panel, the

green vertical line represents the price change in the event window, which corresponds

precisely to the di�erence between the green circles in Figures 2 and 3. The blue lines

present the benchmark pdfs.

It is evident that the price changes associated with Justice Ginsburg's death lie far

in the left tails of the benchmark distributions, for all assets. In�ation swaps, stock prices

and dividend futures all record large negative price changes that are rarely observed

in regular trading intervals. In other words, the changes in in�ation and economic

activity expectations following the news about a more conservative Supreme Court in

2020 can be considered �signi�cant.�

In the case of Justice Scalia's death, the responses of in�ation and activity ex-

pectations in the event window generally fall into the right tails of the benchmark

distributions. The one-year in�ation expectations response, which the previous sec-

tion has already shown to be small, falls into the typical range of price changes observed

between trading days, so it does not appear to be unusual. However, at the �ve-year

horizon, the response lies in the right part of the distribution, even though not dras-

tically far in the tail. For the S&P 500 index, we also observe the price change to lie

in the right tail. The prospect of a more liberal Supreme Court in 2016 does lead to

�signi�cant� �nancial market reactions.

3.3 Formal event study with counterfactual price paths

In this section, we estimate the e�ects of the two Justices' deaths relative to normal

market �uctuations in a formal econometric framework. The idea is to predict the

evolution of a given asset price using a time series model and data leading up to the

event. Based on this prediction and associated con�dence bands, we can then assess

whether the actual asset price movements lie outside of a reasonable predictive range.

While the price change distributions in Figure 4 served as a simple visual benchmark,

the predictive range from the time series can be used as a formal con�dence interval.

Econometric framework. We model asset prices around the events following the

single-event study framework of MacKinlay (1997). This framework has also recently
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been employed in the single event �scal news study of Hazell and Hobler (2024). Let

HCdenote the price of a given asset at time C. ) is the event time corresponding to the

�rst trading session after the Justice's death. Asset prices evolve according to

HC=

8>>><

>>>
:

� C– C 5 )–

� CÏ 
 C– C � )–

where � Ccaptures the �typical� evolution of prices in the absence of the judicial shift,

and 
 Crepresents the causal e�ect of the Justice's death on the asset price HC. The object

of interest is the post-event deviation of observed prices from their counterfactual path

had the surprise not occurred.

We estimate the causal e�ect by constructing the expected counterfactual price

path using an autoregressive integrated moving average (ARIMA) model estimated

exclusively on pre-event data. For each horizon 9 � 0, the estimated e�ect of the

judicial shift is given by

b
 )Ï9 = H)Ï9 � E )
�
H)Ï9 j f
 )Ï: g = 0

�
–

where the conditional expectation E ) is generated by the ARIMA process �tted over

a two-week window prior to the event date ), using 10-minute tick data. Model

orders are automatically selected using the Akaike Information Criterion, ensuring a

�exible yet parsimonious representation of pre-event price dynamics. Importantly, the

estimation window ends strictly before the Justice's death, so that the counterfactual

forecast is not contaminated by post-event information.

The identifying assumption underlying this approach is that the distribution of � C

remains unchanged around the event date ). In other words, absent the Justice's death,

asset prices would have continued to evolve according to their pre-existing stochastic

process, and no other atypical shocks arrived contemporaneously with the event. We

argue that this assumption is plausible in our setup.

Results for RBG. We begin with the event study of Justice Ginsburg's passing in

September 2020. Figure 5 presents the results for in�ation expectations as measured

by swaps, at the one-year and �ve-year horizons. We provide the corresponding re-
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sults for the ten-year horizon and for the alternative breakeven in�ation expectations

measure in the Online Appendix. The blue line shows the evolution of in�ation ex-

pectations, subtracting the last value on September 18, at the 10-minute tick frequency.

The orange dashed line displays the counterfactual price trajectory forecasted by the

ARIMA model estimated using 2-week pre-event data ending on September 18. The

shaded yellow region represents the 95% con�dence interval of the counterfactual

forecast. The vertical dotted red line marks the event time.

Figure 5: Asset prices vs. time series counterfactuals - RBG and in�ation

a. One-year in�ation swap

b. Five-year in�ation swap

Notes: The blue lines show the price path, subtracting the last value on September 18, at the 10-minute
tick frequency. The orange dashed line displays the counterfactual price trajectory forecasted by the
ARIMA model estimated using 2-week pre-event data ending on September 18. The shaded yellow
region represents the 95% con�dence interval of the counterfactual forecast. The vertical dotted red line
marks the event time.
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It is evident that the in�ation expectations responses fall clearly outside of the

95% con�dence interval implied by the ARIMA forecast, for both the one-year and

the �ve-year horizons. This is visible in the �rst minute upon market opening. It

is also the case over the �rst trading day, where the price evolution lies completely

outside of the bands. The �ve-year response is further away from the lower bound

of the con�dence interval than the one-year counterpart, probably owing to a more

precise ARIMA forecast coming from more frequent tick data available at the �ve-year

horizon. We con�rm that similar results hold at the ten-year horizon and when we

measure in�ation expectations using breakeven rates.

Figure 6 presents the corresponding analysis for stock prices as a measure of mar-

ket expectations surrounding economic activity. Due to infrequent trading activity

in dividend futures, we cannot provide the event study analysis for that measure of

activity expectations. The results again imply asset price movements that are statisti-

cally di�erent from the counterfactual forecast. The S&P 500 response lies outside of

the con�dence interval on impact on the morning of the market open, although it falls

back into the interval over the �rst trading day.

The event study results in Figures 5 and 6 con�rm the �ndings related to Gins-

burg's death in earlier sections, but also include a notion of statistical signi�cance

against a clearly de�ned benchmark. The deviations shown in the �gures indicate that

the observed price movements are not simply continuations of prior trends or realiza-

tions of typical volatility. Instead, they re�ect a discrete and economically meaningful

expectations revision of �nancial market participants.

Results for Scalia. We present the results for the event study of Justice Scalia's 2016

death in the Online Appendix. We construct the analysis corresponding to the two

previous �gures, for the same asset prices. Across assets and maturities, realized

prices move in the opposite direction compared to the Ginsburg event, as we know

from earlier results. Both in�ation expectations and equity prices rise immediately

after market open and remain persistently elevated over the trading day.

In the case of Scalia, however, the results are not as sharp statistically, relative to

their predicted trajectory. In several cases, the �rst price move upon market opening

lies outside of the con�dence band, but the price evolution over the trading day falls
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Figure 6: Asset prices vs. time series counterfactuals - RBG and economic activity

a. S&P 500

b. Russell 2000

Notes: The blue lines show the price path, subtracting the last value on September 18, at the 10-minute
tick frequency. The orange dashed line displays the counterfactual price trajectory forecasted by the
ARIMA model estimated using 2-week pre-event data ending on September 18. The shaded yellow
region represents the 95% con�dence interval of the counterfactual forecast. The vertical dotted red line
marks the event time.

within the range that the ARIMA model predicts. In other cases, even the impact

response cannot be distinguished statistically from the ARIMA forecast.

The reduced signi�cance for the Scalia event also con�rms the insights from the

right column of Figure 4, where we saw less of a tail position of the price change relative

to the benchmark distributions. The lower signi�cance following Scalia's death likely

re�ects the less clear shift in the Supreme Court's ideological balance. Although his
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passing made the Court lose its conservative majority, it did not lead to a clear liberal

majority, but to a vacant seat and a tie between conservative and liberal justices. This

was di�erent for RBG's passing which shifted the Court from a clear liberal to a clear

conservative majority. See also the explanations provided in Section 2.

Taken together, the symmetry of the counterfactual deviations across the two

events, one a conservative shift and one a liberal shift, reinforces the interpretation

that changes in the Supreme Court are macroeconomically relevant surprises.

3.4 From nominal to real economic activity expectations

Changes in dividend futures and stock prices inform us about the market's revi-

sions in expected economic activity, but are quoted in nominal terms (current dollar

values). To consider the corresponding revisions in expected real economic activity, we

convert nominal price changes into real terms by adjusting them for contemporaneous

changes in in�ation expectations. Furthermore, to give a better sense of the economic

magnitudes of our results, we use a procedure to convert price changes into implied

changes in real GDP growth.

Table 3 summarizes nominal and real activity responses as well as implied changes

in �real GDP growth units.� Panel (a) of the table repeats the responses from the

preceding analysis, for the S&P 500 index, the Russell 2000 index and one-year dividend

futures. The associated numbers in the table correspond to the di�erence between the

prices marked by the green circles in Figures 2 and 3 and the vertical green line in

Figure 4. We express them here as a percent change, whereas in previous �gures the

unit is price level changes. We also add the S&P SmallCap 600 index as an additional

stock price index and two-year dividend futures, to include an additional horizon for

dividend futures. 7 Panel (a) summarizes the downward activity revisions when the

Court shifts conservative and upward revisions when it shifts liberal.

Panel (b) turns to real responses. We de�ate the nominal price changes using

market-based in�ation expectations at comparable horizons. Dividend futures are

matched with in�ation swaps of the same maturity, re�ecting the contract horizon

over which future cash �ows are priced. Equity indices are paired with in�ation

7Dividend futures data are not available around Scalia's death. Furthermore, for two-year dividend
futures, there are some gaps in the prices around RBG's death. We use September 17, 2020 at 12:50 p.m.
and September 23, 2020 at 2:57 p.m. as the closest available prices.
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Table 3: Macroeconomic e�ect of Justices' death surprises - nominal and real

Asset price changes (in percent) RBG's Death Scalia's Death

(a) Economic activity
S&P 500 ETF -1.5632 1.2002
Russell 2000 ETF -2.2354 1.1207
S&P SmallCap 600 ETF -2.1562 1.0932
One-year dividend future -1.0587 NA
Two-year dividend future -0.6711 NA

(b) Real economic activity
S&P 500 ETF -1.5124 1.1902
Russell 2000 ETF -2.1597 1.1137
S&P SmallCap 600 ETF -2.1054 1.0862
One-year dividend future -0.9830 NA
Two-year dividend future -0.6203 NA

(c) Implied real GDP growth
One-year horizon (from one-year dividend future) -0.66 NA
Two-year horizon (from two-year dividend future) -0.42 NA

Notes: This table reports nominal and real percentage changes in asset prices around Supreme Court
justice deaths. Implied real GDP growth is obtained by scaling the real dividend-futures response by the
dividend-to-GDP growth sensitivity of Gormsen and Ko¼en (2020).

swaps based on their sensitivity to the business cycle. The S&P 500 index is matched

with the two-year in�ation swap, while the Russell 2000 and other small-cap indices are

matched with the one-year in�ation swap, given their stronger exposure to near-term

economic �uctuations. The results are not particularly sensitive to these choices.

After adjusting for the concurrent decline in in�ation expectations, the implied real

activity responses remain negative for the Ginsburg event and positive for the Scalia

event. For example, the one-year dividend future falls by 1.06 percent in nominal terms

after RBG's death, while the corresponding decline in in�ation expectations implies

a real dividend-growth revision of approximately 0.98 percent. Similar patterns are

observed across equity indices, with real responses only modestly attenuated relative

to their nominal counterparts.

In panel (c) of Table 3, we map these price changes into revisions in expected real

GDP growth. We base this on a conversion suggested by Gormsen and Ko¼en (2020),

who document that aggregate dividend growth is more cyclical than GDP growth: a

one-percent revision in expected real dividend growth is associated with a revision of
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about 0•67 percent in expected real GDP growth. Assuming this relationship holds for

high-frequency estimates, as is done by Hazell and Hobler (2024), we apply this factor

to the real dividend-futures responses. The one- and two-year responses of �0•98

and �0•62 percent following Justice Ginsburg's death then imply revisions in expected

real GDP growth of approximately �0•66 and �0•42 percent, respectively. Because

the corresponding dividend futures are unavailable around Justice Scalia's death, we

report the implied real GDP response only for the Ginsburg event.

3.5 Taking stock

Conservative shifts in the Supreme Court lead to lower in�ation expectations

and lower expected real economic activity, while liberal shifts generate the opposite

pattern. Following the logic in Table 2, this in�ation-output comovement is di�cult

to reconcile with supply-side mechanisms, which would typically imply opposing

movements in in�ation and output. Instead, it is consistent with news that primarily

relates to aggregate demand, that is, the �rst two lines in Table 2. The next section

provides further evidence on how the Supreme Court and the aggregate demand side

of the economy are connected.

4 The Supreme Court as a source of �scal news

Judicial ideology can a�ect aggregate demand through a variety of mechanisms.

One plausible economic channel is �scal policy. Supreme Court decisions, for example

in the areas of clean energy, health care, or administrative regulation, have a direct

bearing on the feasibility of public expenditures. Financial markets might therefore

look to the Supreme Court for clues about future �scal contractions or expansions. 8

To examine this interpretation, we study the responses of bond yields and term

premia around the deaths of Justices Ginsburg and Scalia. These are the most natural

high-frequency outcome variables to consider in order to understand whether the

quasi-experimental events reveal news about future �scal policy. We also compare

8Of course, there are also Supreme Court decisions that plausibly a�ect the supply side of the economy,
for example in the areas of labor law and the regulation of unions. However, our �ndings about asset
price comovements in the previous section indicate that the aggregate demand force, at least for the
events we study, is the dominant one. We thus focus on �scal policy as the most immediate candidate
for an aggregate demand expectations mechanism behind our results.
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the magnitudes of the bond yield responses with a nascent literature that uses high-

frequency identi�cation techniques to study �scal policy news.

4.1 The response of the yield curve

Figure 7 presents nominal Treasury yield responses across maturities following

the two Justices' deaths. These responses are computed as daily basis point changes.

Yield changes following Justice Ginsburg's death are negative at all maturities, while

yield changes following Justice Scalia's death are positive at all maturities. Two fea-

tures of the yield responses are particularly noteworthy. First, the magnitude of the

yield curve response increases with maturity for both events. Longer-maturity yields

respond more strongly than shorter-maturity yields, indicating that the judicial shifts

primarily a�ect expectations about the medium- to long-run �scal and macroeconomic

environment rather than short-end monetary or liquidity conditions. Under standard

�scal transmission mechanisms, news that raises expected government de�cits and

debt exerts stronger upward pressure on long-term yields than on short-term yields,

as investors demand higher compensation for holding long-duration government debt.

Figure 7: Nominal yield responses to death surprises

Notes: Daily change in nominal yields across maturities, following the deaths of Justice Ginsburg
(September 18, 2020) and Scalia (February 13, 2016).
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Second, the sign of the yield movements is consistent with our �scal-policy inter-

pretation. Justice Ginsburg's death, which shifted the Court in a more conservative

direction, is associated with a decline in nominal yields across all maturities, re�ect-

ing reduced expectations of future �scal expansion and lower anticipated government

borrowing needs. In contrast, Justice Scalia's death, which shifted the Court in a more

liberal direction, leads to increases in nominal yields, consistent with higher expected

�scal de�cits and greater Treasury issuance. The fact that yields move in opposite

directions across the two events, but exhibit similar maturity pro�les, reinforces our

interpretation of these judicial deaths as asymmetric �scal news.

Expected short rates vs. term premia. Our �scal interpretation posits that the judicial

shifts a�ect yields through the compensation that investors require for holding long-

duration debt, rather than through the expected path of short-term rates. We verify

this using the term-structure decomposition of Adrian, Crump and Moench (2013).

Their model splits each nominal zero-coupon yield into an expected-average-short-

rate (risk-neutral) component and a term premium. Table 4 reports the event-window

changes in the total yield as well as these two components, for di�erent maturities. 9

The table shows that nominal responses are driven mostly by the term premium.

At the ten-year maturity, the term premium accounts for �2•88 of the �2•30 bp Ginsburg

move and Ï2•84 of the Ï3•22 bp Scalia move, with similar patterns at �ve years. The

expected-short-rate component is small throughout and, in the case of the Ginsburg

event, even moves in the opposite direction to the nominal yield. These results reinforce

the reading that the judicial shifts move yields through the term premium, consistent

with changes in longer-duration �scal issuance. Yields do not change due to the

expected short-rate path, which could be driven, for example, by monetary policy.

Fiscal news vs. macroeconomic uncertainty. Movements in Treasury yields and term

premia could also re�ect changes in macroeconomic uncertainty. In particular, higher

uncertainty about future economic outcomes could drive yields and term premia

higher. We verify that such a mechanism is not the right interpretation for our results.

9The total yield change column in Table 4 is very close to the corresponding yield movements plotted
in Figure 7. The numbers are not identical due to a slightly di�erent data treatment by Adrian, Crump
and Moench (2013).
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Table 4: Expected-short-rate vs. term-premium decomposition of yield responses

Event Maturity Total yield change Expected short rates Term premium

Ginsburg's death 2-yr �0•11 Ï0•74 �0•85
5-yr �1•16 Ï0•79 �1•95
10-yr �2•30 Ï0•58 �2•88

Scalia's death 2-yr Ï2•04 Ï0•03 Ï2•02
5-yr Ï2•65 Ï0•32 Ï2•33
10-yr Ï3•22 Ï0•37 Ï2•84

Notes: Event-window changes in the daily Adrian, Crump and Moench (2013) decomposition published
by the Federal Reserve Bank of New York: nominal �tted yield (ACMY), expected-short-rate/risk-neutral
component (ACMRNY), and term premium (ACMTP). The unit is basis points.

We �nd that uncertainty as measured by the volatility index `VIX' increases after RBG's

death and falls after Scalia's death, so uncertainty is negatively correlated with yields

and term premia when Supreme Court news occurs. 10 This �nding supports our �scal

policy news interpretation over a macroeconomic uncertainty interpretation.

4.2 Comparison with benchmark �scal news events

While high-frequency identi�cation has traditionally been applied to monetary

policy, there is a more recent literature that uses these methods to study �scal policy.

The results in this literature are a useful reference point for the interpretation of our

�ndings. In particular, comparing the magnitudes of previously estimated �scal news

shocks allows us to assess whether the yield responses reported above correspond to

economically large news about future �scal policy.

Bi, Phillot and Zubairy (2025) study surprises in Treasury issuance based on

market reactions to di�erent types of auction announcements. An increase of one

standard deviation in marketable government debt, which is equivalent to an increase

of approximately 0.9 percent of GDP over two years, raises the ten-year Treasury yield

by about 1.2 basis points on impact and by slightly more than 2 basis points at its peak.

Contrasting their results with ours suggests that markets respond to the two changes

in the Supreme Court's ideological balance as if news about a signi�cant change in

�scal policy had occurred. To show this, we �invert� the peak response of Bi, Phillot

and Zubairy (2025), which indicates a yield sensitivity of 2•0•9 � 2•2 basis points per

10The VIX, increases by 1.95 points on the day after Ginsburg's passing and falls by 1.29 on the day
after Scalia's. More detailed results are available on request.
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one-percentage-point of GDP increase in debt. Based on that yield sensitivity, we can

back the expected change in debt-to-GDP that markets associate with the Supreme

Court news. Figure 7 shows that Justice Ginsburg's death lowers the ten-year nominal

yield by approximately 2.24 basis points, while Justice Scalia's death increases it by 3.35

basis points. Combining these magnitudes with the 2.2 yield sensitivity, Ginsburg's

death corresponds to news about a decrease in debt-to-GDP of around 2•24•2•2 � 1

percentage point and Scalia's death to an increase of around 3•35•2•2 � 1•5 percentage

points, over two years.

Wiegand (2025) analyzes �scal news using an identi�cation strategy based on the

Congressional budget resolution and reconciliation process. She reports results for

�scal surprises that increase the cumulative de�cit-to-GDP ratio by 1 percent over �ve

years. She �nds that such a surprise raises the two-year Treasury yield by approxi-

mately 2 basis points and the ten-year yield by about 2.3 basis points, with roughly two-

thirds of the response occurring through real yields and one-third through breakeven

in�ation. Again, a comparison between the magnitudes of our responses and hers

suggests that there is �scal news of a large economic magnitude. Inverting the esti-

mates of Wiegand (2025) and combining them with our yield magnitudes results in a

corresponding change of -1 percentage point (Ginsburg) and +1.5 percentage points

(Scalia) in the de�cit-to-GDP ratio over 5 years.

Of course, these comparisons are rough extrapolations. These two studies di�er

in many details and their results are not necessarily consistent with each other. Never-

theless, our back-of-the-envelope calculations indicate that surprise deaths of critical

Supreme Court Justices generate yield curve responses that are economically large. In

sum, the results in this section support the interpretation that �nancial markets view

shifts in the U.S. Supreme Court's ideological composition as useful information about

how expectations for the trajectory of U.S. �scal policy should be revised.

5 Validation exercises

We validate our empirical strategy in two ways. First, while macroeconomic

expectations are the main focus of our analysis, we study sectoral asset price dynamics

following the quasi-experimental shifts in the Supreme Court's ideological balance.
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Second, we consider the retirement announcement of Justice Anthony Kennedy in

2018 as an additional quasi-experimental event.

5.1 Abnormal returns in relevant policy areas

The motivation for considering a cross-sectional analysis of di�erent policy areas

is to give additional credibility to our identi�cation strategy. If asset prices associated

with conservative (liberal) priorities move in the direction one would expect after the

Supreme Court becomes more conservative (liberal), we can more reliably claim that

the high-frequency �nancial market reactions reveal relevant news about the Court.

A technical advantage of a sector-speci�c focus is that we can control for aggregate

market movements by computing abnormal returns on sector-speci�c assets in an event

study setting. This is not possible in our main analysis, where the market-wide reaction

itself is our object of interest. Formally, let A B
Cdenote the return on a given sector-speci�c

ETF at time C. Returns are decomposed as

AB
C = �A<:C

C Ï 
 C� 1fC 2 W g Ï � C–

where A<:C
C is the S&P 500 return, W denotes the event window surrounding the

judicial death, and 
 Ccaptures the abnormal return attributable to the event. The error

term � Cre�ects idiosyncratic return �uctuations.

Clean energy. We begin with the clean energy sector, which is both highly dependent

on the legislative environment surrounding climate policy and also a recipient of

potentially large government spending in the form of infrastructure investments. For

instance, Justice Ginsburg's long-standing pro-environmental voting record, together

with the ideological shift implied by her death, provides a clear incentive for markets

to reassess expectations about future climate-related �scal support (see Appendix

Tables A.1 and A.2 for further institutional background).

Figure 8 examines the reactions of the S&P Global Clean Energy Index ETF to

Justice Ginsburg's and Justice Scalia's deaths. Panels (a) and (b) plot the observed

market reactions in a purely descriptive way and are constructed in the same way

as Figures 2 and 3. Panels (c) and (d) show the cumulative abnormal return (CAR)
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computed from the equation above, with associated 95% con�dence bands based on

Newey-West standard errors. We estimate this over a one-month period prior to the

event, using 10-minute tick price data.

Figure 8: S&P Global Clean Energy Index ETF around Justices' deaths

a. Observed prices, Ginsburg's death b. Observed prices, Scalia's death

c. 10-min CAR, Ginsburg's death d. 10-min CAR, Scalia's death

Notes: Panels (a)-(b) plot the price of the ETF around the deaths of Justices Ginsburg and Scalia. Dashed
segments in the blue lines indicate absence of trading. The red dashed vertical lines indicate the market
close and market open. The green circles indicate the last price observed before close and the �rst price
after open (based on 1-minute ticks). Panels (c)-(d) report cumulative abnormal returns (CARs) estimated
from 10-minute tick price data over a one-month period prior to the event. Con�dence intervals are based
on Newey-West HAC standard errors with �ve lags.

Following Justice Ginsburg's death, clean energy prices drop sharply at market

open and remain depressed throughout the trading day. In contrast, Justice Scalia's

death is associated with an immediate and sustained increase in prices. These price

moves constitute abnormal returns relative to the general move in markets. The

sign and persistence of the price movements are consistent with a negative (positive)

revision in expectations about future �scal support for clean energy following Justice

Ginsburg's (Scalia's) death.
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