
Illinois Wesleyan University 

Digital Commons @ IWU Digital Commons @ IWU 

John Wesley Powell Student Research 
Conference 2002, 13th Annual JWP Conference 

Apr 21st, 1:15 PM - 2:15 PM 

Bubble Mania or Not? Bubble Mania or Not? 

Justin Leverton, '02 
Illinois Wesleyan University 

Margaret Chapman, Faculty Advisor 
Illinois Wesleyan University 

Follow this and additional works at: https://digitalcommons.iwu.edu/jwprc 

Leverton, '02, Justin and Chapman, Faculty Advisor, Margaret, "Bubble Mania or Not?" 
(2002). John Wesley Powell Student Research Conference. 21. 
https://digitalcommons.iwu.edu/jwprc/2002/posters3/21 

This Event is protected by copyright and/or related rights. It has been brought to you by Digital 
Commons @ IWU with permission from the rights-holder(s). You are free to use this material in any 
way that is permitted by the copyright and related rights legislation that applies to your use. For 
other uses you need to obtain permission from the rights-holder(s) directly, unless additional rights 
are indicated by a Creative Commons license in the record and/ or on the work itself. This material 
has been accepted for inclusion by faculty at Illinois Wesleyan University. For more information, 
please contact digitalcommons@iwu.edu. 
©Copyright is owned by the author of this document. 

http://www.iwu.edu/
http://www.iwu.edu/
https://digitalcommons.iwu.edu/
https://digitalcommons.iwu.edu/jwprc
https://digitalcommons.iwu.edu/jwprc
https://digitalcommons.iwu.edu/jwprc/2002
https://digitalcommons.iwu.edu/jwprc?utm_source=digitalcommons.iwu.edu%2Fjwprc%2F2002%2Fposters3%2F21&utm_medium=PDF&utm_campaign=PDFCoverPages
https://digitalcommons.iwu.edu/jwprc/2002/posters3/21?utm_source=digitalcommons.iwu.edu%2Fjwprc%2F2002%2Fposters3%2F21&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:digitalcommons@iwu.edu


THE JOHN WESLEY POWELL STUDENT RESEARCH CONFERENCE iii APRIL 2002 

Poster Presentation P12  

BUBBLE MANIA OR NOT? 

Justin Leverton and Margaret Chapman* 
Department of Economics, Illinois Wesleyan University 

From 1 985 until 200 1 ,  the price of stocks in the NYSE increased exponentially.  
Financial analysts wondered if we were in a "new" economy or simply a bubble. Were 
the fundamentals of stocks changing to support the rapid growth or did a bubble exist? 
To compare these two viewpoints, my research will look at whether the fundamentals 
justify the increase in stock prices. 

Are bubbles the result of the run up in stock prices or do the fundamentals support the 
high levels of prices? I will analyze the fundamentals of a stock price evaluation. In 
essence, I will be measuring the present and expected future earnings stream. By looking 
at the fundamentals of  a stock price from past and expected future performance, the 
rational expectation model can be used to construct the fundamental price level of a 
stock. 

My research will show that while rational expectation theory explains some of the growth 
in the stock market from 1 985-2001 ,  the majority of the price increase represents a 
deviation from the fundamental value of a stock. This deviation can be attributed to a 
stock market bubble. 
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