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The upswing of the U.S. economic growth and the stock market has continued aftermath of the financial 
crisis of 2008.TheU.S. is now in its longest economic expansion. The rally in stocks has triggered unusual 
circumstances for some of the Wall Street’s biggest investors- they are holding many of the same 
companies. The high performance of the U.S. stock market is supposed to be driven by economic 
fundamentals. Will this growth spurt continue over the next few years? Or will the world soon be in 
another economic crisis? In a recent Survey by J.P. Morgan, 75 percent of ultra-high net worth investors 
predict the economy will hit recession by 2020. Critics argue that stock markets behavior can be 
explained by bubbles, suggesting that stock prices deviate from the level implied by their underlying 
fundamental value.  The U.S. GDP increased 2.4% in the 2nd quarter less than 1% in the 1st quarter of 
this year. Historically, the U.S. has been largely immune from foreign economic forces because of its 
small influence, its financial and capital markets responded mostly to domestic fundamentals. However, 
because of the globalization that course has changed. Some argue that trade itself was a drag on growth, 
as export fell at 5.2%, expanding the trade deficit. Over the past decade, Eurozone stocks have turned a 
compound annual growth rate of 1.3%, underperforming every other region except Japan. The 
Eurozone’s economy continued its slow-motion in September, as exports suffered from a drop off in 
global demand and uncertainty about future trade relations between the U.S. and other countries. The 
outlook is also clouded by ongoing trade wars and tensions. U.S. imports of goods fell sharply in 
September, the latest sign that slowing global growth might be spilling into the domestic economy. 
Imports sank 1.7% from August to a seasonally adjusted $258.44 billion. China is showing fresh signs 
of weakness with disappointing numbers in industrial output, household consumption and fixed-asset 
investment. Japan’s economy grew at the slowest pace in a year as the U.S.-China trade dispute and 
frictions with South Korea weighed on exports. Germany narrowly skirted a recession in the third 
quarter. 
 
Furthermore, the Trump administration policy of a huge tax cut for corporations may lead to an excessive 
debt and fiscal deficit. The U.S. budget deficit grew 34% in the first month of the fiscal year as federal 
spending outpaced revenue growth, pushing the 12-month deficit exceeding one trillion dollar for the first 
time since February 2013.The IMF warned that global debt levels have hit a record high, and 
governments should start reducing their indebtedness and build buffers for challenges that will 
unavoidably come in the future. This may results in higher interest rates and a stronger dollar, leading to 
weakening growth and ending up with another catastrophic recession in the near future. The Federal 
Reserve (FED) Chairman, Mr. Powell, is optimistic of its interest-rate cuts (three times since July) this 
year. According to him, there are a number of factors that are contributing to the slowdown - trade is one 
of them. He argues that the FED’s  lowered rates will cushion the U.S. economy against the risks of a 
sharp slowdown due to a slide in business investment and decelerating global growth. The major 
objective of this study is to investigate empirically the relationships of stock market rally and the economic 
growth by applying advanced statistical tests. Based on our findings, co integration test indicates GDP 
growth and S&P 500 index have a long-run relationship, however, no causality has been detected from 
the GDP growth to S&P 500 index, indicating that the high performance of the U.S. stock market during 
this period has not been driven by fundamentals. The bullish stock markets over a decade thus remains a 
question to many analysts: Do fundamentals, bubbles, or neither determine the current Market 
Performance? This study thus opens the door for further empirical investigation: Do fundamentals, 
bubbles (rational or irrational), or neither determined  the U.S. Stock market performance over a decade?  
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