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ABSTRACT 
 
This paper investigates the causation of the U.S. stock market rebound and the degree of volatility of the 
daily returns and the probable causes of such volatility from 2009 to 2017, using the DOW Jones Industrial 
Average Index as a proxy. In our examination of volatility of the daily stock returns of the DOW Jones 
Industrial Average Index, we employ one of the simplest volatility stimulators, The simple moving 
average, standard deviation of daily logarithmic returns. We believe that it correctly describes asset risk 
dynamics on long time scales. We find that the most likely factors that caused the U.S. stock market surge 
during the period are: government bailout of ailing companies, U.S. Federal Reserve’s quantitative easing, 
huge corporate profits, high foreign direct investment inflows to the U.S. The economy demonstrated more 
growth in terms of job creation. The GDP growth rates and the solid job gains were important factors in 
the stock market momentum. We conclude so even though the GDP growth rates were anemic and the 
percentage of Americans that invested in the stock market declined during the period. This is conclusion 
has merit because the so called anemic GDP growth were achieved after a disastrous negative 2.8 GDP 
growth rate in 2009. Furthermore, the lack of presence more lucrative, profitable, investment opportunities 
such as gold and bonds encouraged more investments in the stock, giving rise to more momentum.   The 
period 2009 to 2017 was characterized by high volatility. Some of the causes of this volatility were 
indigenous to the U.S. such as the poor economic situation and the fragile and unstable financial situation 
of the banks and some large companies. Some were imported, especially from Europe. Examples are the 
European debt crisis, speculations about potential Greece debt default and Brexit.  
 

JEL CODES: C32, E32  

KEY WORDS: Equities, stock markets, causation, rebound, Gross domestic product, 
growth, unemployment, depreciation,  
 

 
I. INTRODUCTION 

 
The price of U.S. stock market indexes plummeted during the last U.S. financial crisis and 
economic recession. The trend reverberated all over the world which resulted in the 
global stock market crash of 2008/2009. However, since 2009, there has been enormous 
growth in global equities indexes prices. For example, the U.S. DOW Jones Industrial 
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Average, Germany’s DAX 30, India SENSEX, Japan’s NIKKEI 225, and the Australia ASX 
200 since 2009 have demonstrated very strong momentum in stock indexes growth.  
In the case of the U.S. The Dow Jones Industrial Index, for example, increased, e in value 
from 9034.69 on January 2, 2009 to 26,149.39 on January 2, 2018 representing an increase 
of 189.43 percent. See Figure 1 below. 
 

 

Source: Constructed with data from: Yahoo Finance, https://finance.yahoo.com/quote/%5EDJI/history?p=%5EDJI  

It is possible that actions taken by the U.S. Government during the financial crisis and 
economic recession have ignited the U.S. stock market growth. However, preliminary 
evidence suggests that economic growth has not been the main driver for this observed 
stock market growth. This observation is worrisome. Does the belief of bull and bear 
market syndrome put us at the risk of whims and caprice of stock market idiosyncrasy? 
Or perhaps, there are possible rational explanations? The global nature of the stock 
market rebound must be noted. Will this unprecedented global rebound precipitate 
another global stock market crash? My investigations start with examining the causation 
of this U.S. market rebound, the degree of volatility of the daily returns and the probable 
causes of such volatility, during the period 2009 to 2017. 

 
II. LITERATURE REVIEW 

 
A stock market, equity market or share market creates a platform for buyers, 

sometimes known as surplus units and sellers, sometimes known as deficit units, to buy 
and sell stocks.  These activities result in ownership claims on businesses.  These usually 
include securities listed on a public stock exchange as well as those only traded privately. 
Funds raised through this process can be used by corporations for investments and 
capital expenditures. Because of this, stock markets play a very important role in the 
growth of the industry and commerce of the country that eventually affects the economy 
of a country. Greater investments and capital expenditure increases will generally lead to 
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Figure 1. U.S Dow Jones Daily Stock Price January 2009 to 
January 2018  
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establishments of new plants or extension of existing ones, greater employment and 
possibly increase in corporate profits. It is for these reasons that scholars believe in the 
existence of a link between the stock market growth and Gross Domestic Product (GDP) 
growth. It also plays a significant role in industrial and economic growth. Furthermore, 
a well-functioning stock market makes macroeconomy more efficient, Robert Engle, Eric 
Ghysels and Bumjean Sohn, (2013).  

The Gross Domestic Product (GDP) on the other hand, measures the value of 
economic activity within a country. It is the sum of the market values, or prices, of all 
final goods and services produced in an economy during a period. It is important to note 
that GDP includes all public, private, government-owned and newly founded companies, 
while stock market return only reflects public companies.  

The findings of the following authors indicate a strong positive relationship 
between stock market development growth rates of real GDP per capita, Atje and 
Jovanovich (1993), Levine and Zervos (1993, 1998), Rousseau and Wachtel (2000) and 
Beck, Thorsten and Levine (2004). One can therefor argue that actions taken to support 
and improve the economy should simultaneously or on a lagged basis have positive effect 
on the stock market. 

 In the U.S., actions taken during the last financial crisis and economic recession 
by the Federal Government and the Federal Reserve Bank include bailout of ailing 
companies and Quantitative Easing. The level of corporate profits can also be a 
contributor to stock market momentum especially if the level of corporate profits is huge 
in a poor investment climate where stock prices were generally low. Stock repurchase 
will present as a ration business initiative for corporations.  

Operating in a global economy means that the stock markets will be affected by 
developments in the international arena such as U.S. Dollar exchange rate depreciation, 
other counties economic weaknesses and the impact of other countries stimulus packages 
especially if those countries are close U.S. business partners. Another important factor 
that can contribute to the stock market momentum is the fact that profitable investment 

alternatives are limited because of the low yield in bonds and commodity investment such as gold.  

Examining the risk component of historical financial market behavior should lead 
to better understanding of the behavior of financial markets. Because of the importance 
of financial risk, in this case, volatility of asset returns many researchers have used 
different mathematic and stochastic models to try to explain and predict volatility. For 
example, Tsay (2006), reviewed some of the commonly used models for multivariate 
volatility and propose a simple approach that is parsimonious and satisfies the positive 
definite constraints of the time-varying correlation matrix. Real examples are used to 
demonstrate the proposed model. Micciche, Bonanno, Lillo and Mantegna (2002), 
investigated the historical volatility of the 100 most capitalized stocks traded in U.S. 
equity markets. An empirical probability density function (pdf) of volatility is obtained 
and compared with the theoretical predictions of a lognormal model and of the Hull and 
White model. The lognormal model well describes the probability density function in the 
region of low values of volatility whereas the Hull and White model better approximates 
the empirical probability density function for large values of volatility. Both models fail 
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to describe the empirical probability density function over a moderately large volatility 
range.  Note that the Hull-White model assumes that short rates have a normal 
distribution, and that the short rates are subject to mean reversion. 

In our examination of volatility of the daily stock returns of the DOW Jones Industrial 
Average Index from 2009 to 2017, we employ one of the simplest volatility stimulators, 
The simple moving average, standard deviation of daily logarithmic returns with visual 
content. We believe that it correctly describes asset risk dynamics on long time scales. 
Perhaps, not all developments in financial system and stock markets can be correctly 
capture or explained with statistical and mathematical models. We focus on identifying 
the causes of volatility during the period and offering rational explanations. 
 

 

III. OBJECTIVE OF THE STUDY, DATA, METHODOLOGY, AND 
SIGNIFICANCE OF THE STUDY 
 

A. Objective of the Study 

The objectives of this research are to investigate the causation of the U.S. stock market 
boom and volatility of daily stock returns from 2009 to 2017 and give rational 
explanations of observation, using the DOW Jones Industrial Average Index as a proxy.    

B. Data and Methodology 

       This study examines the U.S. DOW Jones Industrial Average Index price movement from 
January 2009 to January 2017. We use data available from the Bureau of Economic Analysis of the 
United States Department of Commerce, Federal Reserve Bank, United Nations, World Bank, 
Yahoo Finance, and Trading Economics data bases and any relevant available information.  We 
examined trends of data obtained and made rational and logical deductions based on established 
theories, principles and application.   

In our examination of the volatility of the daily stock returns of the DOW Jones 
Industrial Average Index from 2009 to 2017, we employ one of the simplest volatility 
stimulators. The daily stock returns for the DOW Jones Industrial Average from 
January 2009 to January 2017 are calculated as follows:  
  
ln (Pt/Pt-1) *100         (1) 
             
Where Pt is the stock index at date t.  
 
The simple moving average, standard deviation of daily logarithmic returns gives 
adequate information regarding the volatility or riskiness of asset returns. We believe 
that it correctly describes asset risk dynamics on long time scales. We focus on identifying 
the causes of asset returns’ volatility during the period. 
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C. Significance of the Study 

This research is of great importance to the field finance. According to Gallup Poll 
Social Series report in 2017, more than 54 percent of U.S. adults invest in the stock market, 
down from 65 percent in 2007. There has been an erosion of investors’ confidence in the 
stock market among U.S. adults. There was general decline in the percentage of U.S. 
adults that invest in the stock market.  For example, there was a decline of 6 percent 
among those earning less than $30,000 per annum; 13 percent for those earning between 
$30,000 to $74,999 per annum; 10 percent decline for those earning $75,000 per annum or 
more; and 11 percent decline for Americans between the ages of 18 years to 34 years, to 
mention but a few. In addition, many companies and retirees invest their corporate and 
retirement funds in the stock market. Constant booms and bursts in the stock market will 
not restore the desired confidence. It is my hope that the result of this study will shade 
more light on the issue that it will result in better policies regarding the stability of the 
U.S. stock markets. At the very least, this research will ensure that the factors responsible 
for this unprecedented stock market momentum and volatility will be documented. 

IV. U.S. STOCK MARKET PRICE REBOUND CAUSATION 
FACTORS 

 
The following developments during the period 2009 to 2017, have directly or indirectly 
contributed to fueling the stock market momentum: government bailout of ailing 
companies, Federal Reserve Bank’s quantitative easing actions, huge corporate profits, 
economic development factors (local and global), solid job growth, foreign direct 
investment inflows to the U.S., currency depreciation, low yield on investments in bonds 
and commodities.  

A. Government Bailout of Ailing Companies 

     The U.S. mortgage 2007 crisis, precipitated by excessive extension of subprime 
mortgages, later metamorphosed into a banking crisis and later developed into the 
worst economic recession since the Great Depression. To add liquidity into a 
hemorrhaging financial system, the U.S. federal government took some actions.  
Prominent among them was the introduction of the Troubled Asset Relief Program 
(TARP) program that authorized the expenditure of up to U.S. $700 billion of 
government support, to purchase toxic assets and equity from financial institutions 
to strengthen the U.S. financial sector.  About U.S. $ 426 billion of this amount was 
invested in banks. During the period of the financial crisis, the U.S. government 
spent over U.S. $1 trillion to bail out some U.S. corporations such as American 
International Group (AIG), General Motors, etc. For accuracy of presentation, it is 
important to mention that some of these investments yielded a return of about U.S. 
$ 441 billion, even though analyzing this is not the purpose of this paper.  

    

https://en.wikipedia.org/wiki/American_International_Group
https://en.wikipedia.org/wiki/American_International_Group
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The important thing to note regarding these actions as they relate to this research, is 
how this government action helped turn large companies away from financial 
collapse into recovery, with similar impact on many similar companies in the supply 
chain. Increases in employment and corporate profits resulted. For example, in the 
case of General Motors Corporation, a company that emerged from bankruptcy in 
July 2009, sales revenue in 2014 was U.S. $ 155.93 billion; net income increased from 
U.S. $ 3.95 billion in 2014 to U.S. $ 9.69 billion in 2015, and basic Earnings Per Share 
(EPS) increase from U.S. $ 1.75 in 2014 in U.S. $ 6.11 in 20152. 
The rational expectation is that increased profits enable companies to invest more in 
the stock market, especially in an environment of depressed stock prices and 
increased employment enable individuals to do likewise.  

B. Federal Reserve Bank and Quantitative Easing Actions3 
 

    Quantitative easing is an unconventional monetary policy, occasionally used by 
central banks to purchase government securities or other securities from the market 
to lower interest rates and increase the money supply. This is usually an attempt to 
encourage increased lending by financial institutions and spending by consumers in 
an effort to stimulate the economy. U.S. prime lending rate during the subprime 
mortgage crisis, January 2007, was 7.75 percent. Because of the several Federal 
Reserve Bank’s in discount rate cuts, the Reserve Bank’s discount declined to 3.50 
percent in January 2008, a decline of 45 percent from the discount rate of 6.25 in 
January 20074. 

    As the economy spiraled into the worst depression since the Great depression of 
the 1930s, the Reserve Federal Bank, in November 2008, introduced the first 
quantitative easing program, known as QE15. The Federal Reserve Bank proposed 
to buy U.S. $100 billion of agency debt and U.S. $500 billion of mortgage-backed 
securities. In March 2009, the Federal Reserve Bank applied another U.S.  $850 billion 
for the purchase mortgage-backed securities and debt and U.S. $300 billion into 
longer-dated treasuries. 

By January 2009, the bank prime rate had declined to 3.25 percent, the economy was 
already in a recession. Between January 2008 and February 2010, the U.S. had lost 
about 8.8 million jobs6. The illiquidity in the financial system continue with very 
unfavorable investment climate. The Federal Reserve engaged on a second round of 

                                                           

2 Market Watch, General Motors Co. https://www.marketwatch.com/investing/stock/gm/financials, 

https://www.factset.com/data/company_data, 
3 Federal Reserve Bank. 
4 Federal Reserve Bank. 
5 Federal Reserve Bank 
6 Bureau of Labor Statistics. 
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quantitative easing, QE27, in November 2010. It purchased U.S. $600 billion worth 
of longer-dated treasuries in 2011. In QE3, in September 2012, The Federal Reserve 
Bank spent U.S. $40 billion per month in mortgage-backed securities. In December 
2013, the Federal Reserve Bank indicated a taper, where the $85 billion spent per 
month would be reduced by $10 billion going forward. Between 2008 and 2015, the 
U.S. Federal Reserve had bought bonds worth more than U.S. $3.7 trillion. 

      By 2015, bank prime interest rate stabilized at 3.25 percent since 2005, 
unemployment which was 10 percent in October 2010 reduced to 5 percent in 
October 2015 and 3.8 percent in May 2018. The huge injection of funds into the 
financing system through quantitative directly and indirectly helped promote the 
stock market momentum as corporations recovered with accompanying increase in 
employment, not to mention the impact of low interest in stimulating economic 
activities.  According to Yu Edison, (2016), QE did significantly lower long-term 
rates in the short run, and there is some evidence that QE worked over the longer 
term, also. Over a two-day window around the announcement of QE1, the expected 
federal funds rate fell, indicating that QE1 lowered investors’ expectations of future 
short-term interest rates. 

C. Huge Corporate Profits  
 

     Annual U.S. after tax corporate profits increased by 50 percent from U.S. $4.814 
trillion in 2009 to U.S. $7. 124 trillion in 2017. See Figure 2 below. Annual corporate 
profits have been over U.S. $6 trillion since 2012. These are funds that are available  

 
Source: Constructed with data from the Federal Reserve Economic Data, Economic 
Research Division, Federal Reserve Bank of St. Louis, 
https://fred.stlouisfed.org/series/CP 
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for corporations to pay dividend to their stock holders, invest in new plants, 
expansions, other investment opportunities, and stock repurchase, etc. Any of these 
activities has the potential to stimulate activities in the stock market. This is so even 
for share repurchase. Treasury stock that results from activities can be reissued, 
retired, or given it to employees. Whether the increased trend of companies to 
repurchase their stock has led to less diversification on stock holdings or increased 
their return on equity or not, its impact on increasing the stock market momentum 
cannot be disputed.   

D. Economic Development Factors 

U.S. and World GDP Growths 

      The U.S. economic recovery from the last financial crisis and economic 
recession has been sluggish. The U.S. GDP growth rates contained in Figure 3 are 
reminiscent of the anemic economic recovery since 2009.  The highest GDP rate 
achieved by the U.S. during the period is 2.9 percent in 2015. However, it is 
important to note that even though the economic recovery was sluggish, the 
recovery was from a negative 2.8 GDP growth rate in 2009.  

 

Source: Constructed from data available at Index Mundi, World GDP Rates, 
https://www.indexmundi.com/g/g.aspx?c=xx&v=66 and Statistica 
https://www.statista.com/statistics/188165/annual-gdp-growth-of-the-united-states-since-1990 

 

      It is also important to examine the global GDP growth rates. Could it be that in 
this current situation of globalization the better economic performance in other 
parts of the world is impacting the U.S. stock market? As can be seen in Figure 3, 
except for 2015, the world achieved higher GDP growth rates than the U.S. In fact, 
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in 2010, the World GDP growth rates almost doubled that of the U.S. GDP growth 
rates of 2.5 percent. 

To further explore this possibility, it is important to note the countries achieving 
very high GDP growth rates. Table 1. contains the list of countries with 6 percent 
or more GDP growth rates in 2017 when the US GDP growth rate was 2.3 percent. 
Most of the countries are emerging economies. Among U.S. closest business allies, 
only China achieved a GDP growth rate of 6 percent or above, in this case 6.7 
percent.  

Table 1. Countries with Above 6 Percent GDP Growth Rate in 2017. 
Country GDP (in Percent) 

Libya 55.1 

Ethiopia 8.5 

Vietnam 7.7 

Ivory Cost 7.6 

India 7.5 

Iraq 7.2 

Malaysia 7.2 

Bangladesh 7.1 

Djibouti 7 

Cambodia 6.9 

Laos 6.9 

Senegal 6.8 

Nepal 6.8 

Macau 6.8 

China 6.7 

Guinea 6.7 

Philippines 6.6 

Turkmenistan 6.5 

Tanzania 6.5 

Burkina Faso 6.4 

Rwanda 6.2 

Turkey 6.1 

Sierra Leone 6 

Sources: World Bank, https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG 
  

     Other close business partners did not achieve great GDP rates. For example, 
Canada’s 2017 GDP was 3 percent; Japan 1.513 percent; United Kingdom 1.656 
percent; Germany 2.05 percent; but their stock markets experienced similar 
momentum as the U.S during the period.  

       Did the world’s better economic performance during the period help to add 
momentum to the U.S. stock market? Did this happen through increased foreign 
investments in the stock markets or through increased investments of U.S. 
multinational corporations’ profits. Even though we can conclude that is not clear 
that the U.S. GDP was a very important factor in the U.S. stock market momentum 
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during the period under review, it is important to examine the trend on Foreign 
Direct Investments (FDI) flows into the U.S.  

E. Foreign Direct Investment Inflows to the U.S. 

Since Foreign Direct Investments enables the U.S. recipients to build factories, 
expand existing operations, etc., these fund flows should certainly boost the U.S. 
economy, result in more job creation and increased stock purchases. A high level of 
FDI flows into the U.S. should add momentum to the stock market. According to the 
U.S. Bureau of Economic Analysis, between 2009 and 2017, the FDI in the U.S. 
increased by U.S.$ 1.66 trillion dollars from U.S.$ 2.07 trillion in 2009 to U.S.$ 3.73 
trillion in 2016. In fact, in 2016 alone, equity inflow was more than a quarter of a 
trillion U.S. dollars. In the same year, the U.S. became again, the world’s number 1 
recipient of FDI. See Figure 4 below shows trends of FDI in the U.S. and its main 
sources. Europe is the main source of these inflows, led by the United Kingdom.  

 

Source: Constructed from data available at the U.S. Bureau of Economic Analysis. 

 F. Solid Job Creation  

        The U.S. experienced solid job creation during the period. Unemployment fell 
from 9.9 percent in 2009 to 4.1 percent in 2017. According to the U.S. Department 
of Labor, Bureau of Labor Statistics, about 19.4 million jobs were created between  
2009 and 2017.  See Figure 5 below that shows both the U.S. unemployment rate and 
the GDP growth rates from 2009 to 2017. Even though the economy demonstrated 
more growth in terms of job creation, we conclude that neither GDP growth rates 
nor the solid job gains was a very important factor in the stock market momentum 
during the period. 
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Source: U.S. Department of Labor, (June 23, 2018), Bureau of Labor Statistics 

 
This solid job creation numbers may erroneously lead to the expectation of greater 
participation of Americans in stock market investments as the earning capacity of 
more individuals has increased. Evidence from Gallop Polls suggest otherwise. the 
percentage of Americans that invested in the stock market decreased from 57 
percent in 2009 to 52 percent in 2016. See Figure 6 below. 
 

 

Source: Constructed from data available at Justin McCarthy, Stocks, Matching Record Low, Gallup 
Polls, https://news.gallup.com/poll/190883/half-americans-own-stocks-matching-record-
low.aspx 
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 The gains achieved in 2014 and 2015 was vitiated in 2016 because of the turbulence in the U.S. stock 
market that resulted in increased volatility in that year. 
 

G. Currency Depreciation 

There is a speculation that a depreciating U.S. Dollar during the period was one of the 
causation factors of the stock market momentum. Certainly, a depreciating currency can be 
attractive to foreign investors, especially in the case of the U.S. where it was certain than 
that economic prosperity would be restored. Evidence indicates that the U.S. Dollar 
fluctuated against major currencies such as the euro, the UK Pound Sterling and the 
Japanese yen but gained value between 2009 and 2017. For example, the U.S. Dollar 
exchange rate to the Euro on January 2009 was .7194 and .8342 on December 31, 2017. The 
highest exchange rate was .9567 on December 23 in 2016 and the lowest was .6676 on 
November 23, 2009. Because of this evidence, we did not consider depreciation of the U.S. 
Dollar, as a strong contributing factor to the observed stock market momentum between 
2009 and 2017 in the U.S.  This is not to say that some investors did not take advantage of 
some dollar depreciations during the period to invest in the in the U.S. stock markets.  

H. Low Yield on Bonds and Commodities 

The fixed income nature of bonds and the belief that some commodities such as gold 
maintain steady appreciation make investments in bonds and commodities important for 
portfolio diversification. The yield for bonds has been in general decline since 1987. See 
Figure 7 below, Annual Yield for 10 Year Bond from 1987 to 2017. Some of the lowest yield 
occurred in 2011, 2016, and 2016; 1.88 percent, 1.76 percent and 2.17 percent respectively. 
This unappetizing bond yields, despite its normal dampening effect on stock volatility may 
have led to increased investments in stock during the period. 

 

Source: Constructed from data available at Statistica, Yield on 10-year Treasury bond in the United 
States from 1987 to 2017, https://www.statista.com/statistics/698047/yield-on-10y-us-treasury-
bond/ 
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On the other hand, gold has always been perceived as a good store of value and has 
attracted investments as a result. Our examination revealed that the price of one 
ounce of gold increased from U.S.$1,096.9 in January 2009 to U.S.$1,7799.05 in July 
2011, only to decline to 1,127.24 in November 2015, achieving modest increases later 
in the period. See Figure 8, price per ounce of gold for selected dates 2009 to 2017. 
This trend in gold price may have also dampened investments in gold in favor of 
stock, thus indirectly adding momentum to the stock market. 
 
 

 
Source: Constructed from data available at Macrotrends, Gold Prices - 100 Year Historical Chart, 
https://www.macrotrends.net/1333/historical-gold-prices-100-year-chart 

 

V. VOLATILITY OF DAILY RETURNS 2009 TO 2017 

          The volatility of stock returns is always important to long-term investors. The 
observed stock market momentum may give rise to expectations of low volatility 
of stock returns. That is not the case. The result of the Descriptive Statistic indicate 
that the mean return of the daily DOW Jones Index return was for the period 2009 
to 2017 is 0.0492 and the standard deviation of return is   0.9578.  This high 
standard deviation indicates that returns during the period varied greatly 
indicating high volatility and risk. Figure 9 below shows average daily returns’ 
moving average time series.  
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Figure 8. Price Per Ounce of Gold for Selected Dates
2009 to 2017. 
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Source Constructed from Daily Returns calculated with data from Yahoo Finance, 
https://finance.yahoo.com/quote/%5EDJI/history?p=%5EDJI 
 

The highest volatilities occurred in 2009, 2010, 2012 and 2016.  Even though the 
recession, ended in June 2009, U.S. National Bureau of Economic Research (2009), 
the volatile economic environment that prevailed in 2009 can explain the volatility 
of returns in that year. 
The European debt crisis, Greek debt crisis, and the depreciating Euro that occurred 
soon after the U.S. financial crisis and economic recession ended also created 
uncertainty in the U.S. stock markets. For example, in January 2010, news about debt 
obligation default of Greece caused U.S. stock markets to tumble. There was so much 
anxiety and nervousness among participant in the market that an unexpected 1,000- 
point decline occurred on May 6, 2010. The U.S. Commodity Futures Trading 
Commission and U.S. Securities & Exchange Commission report on this event 
indicated that a U.S. $4.1 billion, equivalent of UK £2.7 billion, sell order, instigated 
by a US mutual fund, Waddell & Reed ignited this stock sellout. 
On June 23, 2016, for example, when the UK voted in a non-binding referendum to 
exit from the European Union (Brexit), the DOW Jones Industrial Average tumbled 
611 points, or 3.4%, to close at 17,400. The DOW quickly rebounded. Even though 
some saw this as an over-reaction, investors’ fear may relate the fact the Brexit may 
over time, if Brexit is implemented, lead to reduced profits to U.S. multinational 
companies located in the U.K. as they may no longer be able to benefit from the 
European Union regulations on tariffs etc. 
         On numerous occasions during the period, when it was rumored the Federal 
Reserve will raise interest rates, the stock market suffered declines. The fear was that 
an increase in the discount rate would lead to high market rates which may reduce 
borrowing and stifle achieved economic recovery.  
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V. CONCLUSION 
 

This paper investigated the causation of the U.S. stock market rebound and the 
degree of volatility of the daily returns and the probable causes of such volatility 
from 2009 to 2017, using the DOW Jones Industrial Average Index as a proxy. We 
find that the most likely factors that caused the U.S. stock market surge during the 
period are: government bailout of ailing companies, U.S. Federal Reserve’s 
quantitative easing, huge corporate profits, high foreign direct investment inflows 
to the U.S. The economy demonstrated more growth in terms of job creation. The 
GDP growth rates and the solid job gains were important factors in the stock market 
momentum. We conclude so even though the GDP growth rates were anemic and 
the percentage of Americans that invested in the stock market declined during the 
period. This conclusion has merit because the so called anemic GDP growth was 
achieved after a disastrous negative 2.8 GDP growth rate in 2009. Furthermore, the 
absence more lucrative, profitable, investment opportunities such as gold and bonds 
encouraged more investments in the stock, giving rise to more momentum.   The 
period 2009 to 2017 was characterized by high volatility. Some of the causes of this 
volatility were indigenous to the U.S. such as the poor economic situation that 
prevailed for most of the period and the fragile and unstable financial situation of 
the banks and some large companies. Some volatility factors were imported, 
especially from Europe. Examples are the European debt crisis, speculations about 
potential Greece debt default and Brexit.  
These findings lead us to question the belief of cyclical bull and bear markets. This 
stock market momentum that was crystalized as a bull market was achieved mainly 
through the Federal government and the Federal Reserve Bank’s monetary policy. 
Note that that during this period, no fiscal instruments were introduced at the 
federal government level. Now if this was achieved in the U.S., were similar policies 
used to achieve the observed stock market momentum during the period in other 
countries such as the United Kingdom, the Japan, Australia, Brazil, in fact other 
countries in the world. The next step in my research is to investigate the situation in 
other selected countries, using the research methodology applied in this research as 
a replica.  
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