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951D+, 199

There is a strong temptation to regard the poor performance of the
past decade as the beginning of a new long-term adverse trend for
the American economy. It is, however, too early to know whether
such an extrapolation is really warranted. Some of the poor record of
the 1970s has undoubtedly been due to inappropriate
macroeconomic policies adopted during the Vietham War, to the
change in production policy of the OPEC cartel, and to other
disturbances whose impact will eventually fade away. But the
deteriorating performance of the economy may also have more
fundamental causes that will not automatically recede. Indeed, some
of the sources of our performance may now be so eliminated even in
our social and political system that they cannot be eliminated even
when the causes of the problem become better understood. It is
clear that there is little hope of reversing the poor performance that
has lasted more than a decade unless the underlying causes are
identified and changed. (Feldstein, 1980, p.2-3)
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Bubble ?

Bubble is one of the most beautiful concepts in
economics and finance in that it is a fuzzy word filled
with import but lacking a solid operational definition.
Thus, one can make whatever one wants of it. The
definition of bubble most often used in economic
research is that part of asset price movement that is
unexplainable based on what we call fundamentals.
Fundamentals are a collection of variables that we
believe should drive asset prices. In the context of a
particular model of asset price determination, if we have
a serious misforecast of asset prices we might then say
that there is a bubble.

This is no more than saying that there
IS something happening that we cannot explain, which
normally call a random disturbance. In asset pricing
studies, we give it a name -- bubble -- and appeal to
unverifiable psychological stories. Garber [2000, p.4]
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dfixedA=0 dfixedA<0 dfixedA>0| total A/D B/D C/D
1983 276 3,008 3,330 6,614 42 455 50.3
1984 287 3,302 3,279 6,868 42 48.1 47.7
1985 307 3,452 3,101 6,860 45 50.3 45.2
1986 399 3,266 4,008 7,673 5.2 42.6 522
1987 406 3,166 4,198 7,770 5.2 40.7 54.0
1988 389 3,858 3,482 7,729 5.0 499 451
1989 368 4,245 3,472 8,085 4.6 52.5 429
1990 484 4,477 3,461 8,422 5.7 53.2 411
1991 440 4,481 3,467 8,388 5.2 53.4 413
1992 442 3,527 4,488 8,457 5.2 417 53.1
1993 493 2,675 5,446 8,614 5.7 31.1 63.2
1994 527 2,404 5,615 8,546 6.2 28.1 65.7
1995 613 2,639 5,263 8,515 1.2 31.0 61.8
1996 664 2,912 4,878 8,454 79 344 57.7
1997 621 3,040 4,691 8,352 7.4 36.4 56.2
1998 715 2,489 5129 8,333 8.6 29.9 61.6
1999 697 1,937 5,380 8,014 8.7 242 67.1
2000 681 2,256 5,044 7,981 8.5 28.3 63.2
2001 633 2,035 5,033 7,701 8.2 26.4 65.4
2002 639 1,701 5,297 7,637 8.4 22.3 69.4
2003 697 1,984 5,296 7,977 8.7 249 66.4
2004 724 2,487 4,894 8,105 8.9 30.7 60.4
2005 712 2,733 4,649 8,094 8.8 338 574
2006 750 2,940 4,438 8,128 9.2 36.2 54.6
2007 769 2,695 4,531 7,995 9.6 33.7 56.7
2008 676 2,352 4,888 7,916 8.5 29.7 61.7
2009 556 1,392 4,999 6,947 8.0 20.0 72.0
Total 14,965 77,453 121,757 | 214,175 7.0 36.2 56.8
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