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M ick 's M arket Thought   
            
'The use of "bull" and "bear" to describe markets comes from the way the 
animals attack their opponents. A bull thrusts its horns up into the air while a 
bear swipes its paws down. These actions are metaphors for the movement of a 
market. If the trend is up, it's a bull market. If the trend is down, it's a bear 
market'.  
 
Are we still in a “bear”  market or are we beginning a new “bull”  market'?  
   
Technical rules define a bull market as a 20%+ surge in a stock market within a 
short period of time. As of March 4, 2009 the Dow Jones was valued at 6200, 
the TSX was valued at 7440 and today—11 weeks later— they are respectively 
8400 & 10392, representing a 34% and 39% climb on both indices. These 
results are very compelling and meet the definition of a “bull”  market; however, 
there are some pundits that believe that this sensational rise is merely a rally 
within a “bear”  or negative market. Let’s investigate this further.  
   
On October 12, 2008 the VIX (psychological barometer for investors and 
market volatility) was at an all time high of 89—the normal “bull”  market level 
is 17-25. Today, the VIX is 31 and on March 4 its level was 50.48, a decline of 
38%.When we look back at the beginning of the last market, we can trace it 
back to July/August 2002. The Dow Jones was valued at 7600, the TSX was 
6200, and the VIX was at 40. The Dow Jones began a new bull market with 
confirmation of a 20%+ gain to a 9200 level in November 2002 and the TSX 
followed suit by the spring of 2003 when it reached a level of 7400+. The VIX 
fell to 27 and to 21 by the spring for a percentage decline of 32% and 47%. 
From that point forward, both stock markets began to achieve new highs and the 
“bull”  market was in full flight. But some pundits believed it to be investors 
taking advantage of fire sale prices. Let’s continue to investigate.  
 
On February 21, 2009 a barrel of oil was trading at $41.67 and is currently 
valued at $64.73 per barrel—an increase of 55%. Oil was thought to be in low 
demand; in fact, inventory numbers were building week after week and there 
was nothing that the Organization of Petroleum Exporting Countries (OPEC) 
could do to help increase the level of the barrel. Any supply cuts did not work, 
and there continued to be increases in inventory which depressed the price of an 
individual barrel. Over the last four reporting weeks, there has been a  
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substantial—some call it surprising—reduction in oil inventories (eight million 
barrels) versus what pundits believe would be an increase in oil inventory by 
four million barrels. This difference adds up to a 12 million barrel differential. 
Why? Greater consumer demand! Consumer demand is the first sign of 
recovery and with the greatest inflationary item increasing as much as it has 
over the last 13 weeks, it appears that consumers are beginning to open up their 
pocket books more readily. Since we’ re looking at consumer demand, let’s 
investigate retail sales.  
   
The March increase marked the third consecutive month that total sales have 
gone up. Statistics Canada said that the gains seen from January to March have 
not completely offset declines reported in November and December. March's 
retail sales are still more than 6% below the peak reached in September 2008.  
 
"Canadian consumers are ever-so-gingerly emerging from their foxholes," said 
BMO Capital Markets economist Douglas Porter. "But, before breaking out the 
bubbly and declaring the recession over for consumers, note that the recent 
modest advances follow a huge drop at the end of last year." Sales at new car 
dealerships were up by 3.6% in dollar terms in March, although the number of 
new cars sold grew by more than 6% as dealers offered deeper rebates. Food 
and beverage store sales increased for a third straight month, climbing by 0.9%, 
partly due to rising prices. Douglas Porter continued to say: "Even with the 
March gain, real consumer spending took another step back in (the first quarter), 
contributing to what is likely to be an annualized decline in real (gross domestic 
product) of nearly 7% in the quarter. The good news is that all the early returns 
from (the second quarter) point to a much, much milder decline this quarter." 
These numbers tend to coincide with the increases we have seen in the stock 
markets to date: another sign that a “bull”  has been let loose out of its pen.  
   
So, are we still in a “bear”  market or are we beginning a new “bull”  market'?  
   
From the data provided above, all indications are that we are in the early stages 
of a new “bull”  market. “Bull”  markets are difficult to fully gage without 
investors being excited about what is happening in the marketplace. They’ re 
characterized by optimism, investor confidence, and expectations that strong 
results will continue (see financial sector results for Q1 & Q2 to validate this 
belief). It's difficult to predict consistently when the trends in the market will 
change. Part of the difficulty is that psychological effects and speculation may 
sometimes play a large role in the markets and this is where the VIX comes in 
to assist the pulse of the marketplace.�

�

� �� � �� �� � � 	 �� �

 � 	 � 
 � � � � � �� � 	 �
 � � �

� � ���� � � 	 
 � � 	 � 
 � � �
� � ���� � � � ��� 	 
 
 
 	 � 
 � 	 � � 
 
 �

� � � ��� � � 	 � � � 	 
 � � 
 �
� �� � � � �� � � � �� � � � � � � � � � � �� �  �

! ! ! �� �� � � �� � � � �� �� �  �
�

� � �� �� � � �

 � 	 � 
 � � � � � �� � 	 �
 � � �� 
 
 �
 � � � � �

� � ���� � � 	 
 � � 	 � 
 � " �
# ��$� %� � � � � � � � � � �� �  �

�
�

� �� � 
 � �� � � � � � � �� �� � �� �� � � 	 �� �� � � �� � � � �� � �� � 
 ���� � �� � � � �� � �� � � � �� � � � � � ��� �� � 
 � �� � � � � � � �� � �� �� � � ��



 

 
 
 

��������������������

���� ����
����

In my opinion, the pulse of the marketplace is beating to the beat of a 

“bull” . Stock markets tend to be the leading indicator for predicting the 

beginning of a recession and the conclusion of one. This current recession 

can be traced back to the fall of 2007 and its recovery can be traced to 

March 4, 2009. The stock markets tend to lead the economy by six to nine 

months. The lagging indicator of recessions is the employment rate. 

 Companies always tend to cut jobs when a recession is 50% completed and 

almost always, save those companies with foresight, hire new hires well 

after the start of a healthy economy post-recession.  

 

I believe that this “bull”  market will be the greatest and most rewarding 

market of our time and we will look back at this time period, somewhere in 

the future, as a defining moment in the marketplace for wealth creation. 
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