
The truth 
about bull markets.

Phases of a Bull Market

A bull market is a great time to lose money. 

Over the course of history, bull markets have far 
outlasted bear markets. But there are many dynamics 
at play within a bull market. Here’s how they evolve 
from beginning to end, and why making money is not 
always a sure thing.

There are generally three phases to a bull market: 
stocks start out undervalued in the first phase, 
reach fair value in the second phase, and become 
overvalued in the third and final stage. The driver 
behind these phases is changing investor sentiment 
and behaviour.

1. In the first phase of a bull market, investors 
are often still shaken from previous losses. 
Stocks are undervalued and those with the 

courage to invest can usually buy great businesses 
at deep discounts. In fact, there’s never a better time 
to invest—you are practically guaranteed to make 
money just by being in the market.

2. In the second phase, many investors have 
regained their confidence, but it’s no longer as 
easy to make money. Stocks are fairly valued 

and, on any given day, some will go up and some will 
go down. Investment skill separates the winners from 
the losers as it is now critical to invest in the right 
industry groups and individual stocks.

3. In the third phase, everyone is convinced that 
the stock market is an easy place to make 
money, and they pile in. Euphoria takes over 

as investors rationalize excessive valuations and 
feel confident that, even if they make a mistake, the 
market will repair them. No one’s worried, and that’s 
what’s worrisome. Those who get overextended or 
take too much risk can be ruined when the end of 
the cycle inevitably comes.
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Our view today.

We’re in the final phase of a long-term bull market.  
At a time like this, you need the skills to select the 
most promising investments, and to separate the 
companies and industries that will succeed in the 
coming years from those that will struggle.  
Experience plays a key role in identifying greedy 
speculation while avoiding being a fearful naysayer  
as the cycle changes.

At Cumberland Private Wealth, we have remained 
true to our investing principles and, for over two 
decades now, we have responded well to the 
changing markets and economies.

If you are an investor with a portfolio of $1 million or more,  
we invite you to meet our senior team and learn how we have 
helped our clients beat the market since 2000.

This communication is for informational purposes only and is not 
intended to provide legal, accounting, tax, investment, financial 
or other advice and such information should not be relied upon 
for providing such advice. None of Cumberland Private Wealth 
Management Inc. (CPWM) and/or Cumberland Investment 
Counsel Inc. (CIC), or their directors, officers, or employees 
accepts any liability whatsoever for any direct or consequential 
loss arising from or relating to any use of the information 
contained in this communication.  Reasonable efforts have been 
made to ensure that the information contained herein is accurate, 
complete and up-to-date; however, none of the information is 
guaranteed as to its completeness, accuracy or fitness for a 
particular purpose, either express or implied, and the information 
is subject to change without notice. Information obtained from 

third parties is believed to be reliable but the author and CPWM 
and CIC assumes no liability or responsibility for any errors or 
omissions or for any loss or damage suffered. The communication 
may contain forward-looking statements which are not 
guarantees of future performance. Forward-looking statements 
involve inherent risk and uncertainties, so it is possible that 
predictions, forecasts, projections and other forward-looking 
statements will not be achieved. All opinions in forward-looking 
statements are subject to change without notice and are provided 
in good faith but without legal responsibility. CPWM and CIC 
may engage in trading strategies or hold long or short positions 
in any of the securities discussed in this communication and may 
alter such trading strategies or unwind such positions at any time 
without notice or liability.
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