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What Is a 
Bubble?



Robert Shiller’s Irrational Exuberance

It’s a social contagion. An epidemic whose 
mode of transmission is word of mouth. It’s 
emotional. People keep hearing about price 
increases. There’s a tinge of envy about other 
people who have done well, which brings more 
and more people into the market. This, in turn, 
pushes up prices.” 

“



Cliff Asness

The term bubble should indicate a price that no 
reasonable future outcome can justify. I believe 
that tech stocks in early 2000 fit this description. I 
don’t think there were assumptions - short of 
them owning the GDP of the Earth - that justified 
their valuations.”

“





Eugene Fama’s Efficient Capital Markets

I don’t even know what a bubble means. 
It’s easy to say prices went down, it must have 
been a bubble, after the fact. I think most bubbles 
are twenty-twenty hindsight. After the fact you 
always find people who said before the fact 
that prices are too high. But people are always 
saying prices are too high. They [bubbles] have 
to be predictable phenomena.”

“



Famous Historical Bubbles

● Tulip Mania (1637)

● South Sea Bubble (1720)

● Railroad Mania (1846)

● Roaring Twenties Bubble (1929)

● Japanese Asset Bubble (1989)

● Dot-Com Bubble (2000)

● Housing Bubble (2006)

● Meme Stock Mania (2021)



Why People Fear Bubbles…

● Tulip Mania (1637)

● South Sea Bubble (1720)

● Railroad Mania (1846)

● Roaring Twenties Bubble (1929)

● Japanese Asset Bubble (1989)

● Dot-Com Bubble (2000)

● Housing Bubble (2006)

● Meme Stock Mania (2021)
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Warning Signs of 
a Bubble?



1a) Extreme Valuations



1b) Extreme Valuations



2) Record Concentration in Tech Leaders



3) High Expectations for Future Earnings Growth



4) Exponential Growth in Capital Expenditures



5) Speculation in Companies With No Revenue



6) Insatiable Risk Appetite (ex: Leveraged ETFs)



The Pushback



1)  This Is a Genuine Technological Revolution



2) We’re Still in Early Stages of Adoption/Monetization



3) High Future Earnings Growth Could Justify Today’s 
Lofty Valuations



4) Where’s the IPO Mania?



What Should an 
Investor Do?



1) Have Enough Allocated to Bonds/Cash to Meet All 
Liquidity Needs 



2) Understand Your True Risk Tolerance



3) Don’t Try to Time the Market - But Use Big Declines 
to Rebalance & Increase Risk Exposure 



4) Set Realistic Expectations



5) Make Sure You’re Really Diversified 



Charlie’s Top YCharts Tools 
& Use Cases:

Q&A
● Creating visuals to educate others & simplify complex or dense 

subject matter

● Sharing insights or data on Twitter/X to start dialogues

● Identifying stocks and funds that meet certain investment 

criteria
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