The Cycle of Market Emotions

A Psychological Guide for Investors — Ruchir Gupta
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i The Hidden Engine of Markets

Emotion Over Logic

Financial markets are driven by human emotion as much as by
economic fundamentals. Fear and greed move prices faster than any
earnings report.

The Golden Rule Paradox

"Buy low, sell high" is universally known but rarely followed —
emotional bias consistently overrides rational decision-making at
critical moments.

Self-Awareness Is the Edge

Recognizing your emotional state during market swings is the first

and most powerful step to avoiding self-sabotage, Ruchir Gupta.
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STAGE 1

The Ascent of Confidence

1 Optimism

The journey begins with the belief
that risk will yield reward. Early
gains validate the thesis.

2 Excitement

Momentum turns hope into active
interest. Research intensifies and
positions grow.

3 Thrill

Favorable returns fuel a sense of

invulnerability. The market feels
like it can only go up.
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STAGE 2

The Peak of Euphoria

# Euphoria A\ Danger Zone

The pinnacle of overconfidence. Investors deploy leverage and
Risks are ignored, and every dip over-allocate, convinced the sky
is seen as a buying opportunity. is the limit. This is where

discipline breaks down.

@ Herd Mentadlity

Collective confidence masks reality. The crowd's energy convinces
everyone the cycle has no end.
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STAGE 3

The Turning Point — Anxiety & Denial

What Investors Tell Themselves

Anxiety

Initial dips are dismissed
as minor corrections. "It's
just a pullback.”

The Long-Term Shield

Denial

Investors cling to the belief
the trend is temporary.
Losses are paper losses —
not real.

Patience becomes a defense mechanism against
acknowledging real, mounting losses.

Anxiety
(dismissing early
dips as corrections)
®

Rationalization
(using long-term
investing as a shield

against loss)
e

01

Denial
(clinging to
temporary

trend belief)
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STAGE 4

The Bear Market Slide

Fear

1 As declines persist, unease evolves into genuine fear of total

loss. Sleepless nights begin.

Panic

2 The chaotic phase where investors frantically dump assets to
stop the bleeding — often at the worst prices.

Loss of Strategy sl

3 Portfolios are liquidated at the worst possible moment,
locking in losses that could have recovered.
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STAGE 5

The Bottom — Maximum Financial Opportunity

The point of maximum
discouragement is historically the
point of maximum potential gain.

Despondency & Depression

Investors vow to exit markets
forever. The emotional ebb is at its

lowest.

The Paradox

This is precisely when the greatest
opportunities emerge — valuations
are at their most attractive.

The "Throw in the Towel"
Moment

Mass capitulation often precedes a
market turnaround. The crowd exits
right before the rebound.
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STAGE 6

The Path to Recovery

¥
D

© Rebuilding

Skeptici SEIET Gradual transition from wary
epricism Relief is mixed with deep doubt observation to renewed belief — the

Even as markets rise, scars from the about the sustainability of growth. "Is cycle begins again.

previous crash keep most investors this a bull trap?"

on the sidelines.
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Strategies for Emotional Resilience

For Ruchir Gupta, mastering these strategies means turning emotional awareness into a competitive advantage.

Avoid the Herd Disciplined Allocation Partner with an Advisor

Rely on independent research rather A diversified, goal-based portfolio Establish clear milestones to maintain
than peer-driven frenzy. Contrarian smooths out extreme highs and lows, perspective when emotions run high and
thinking creates opportunity. reducing emotional triggers. the cycle turns.
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Conclusion: Master Your
Mindset

Markets Are Cyclical Act Against Impulse

Every boom and bust has Successful investing is the art of
happened before — and will doing the opposite of what your
happen again. The Stock Market emotions demand at the

cycle is predictable; your extremes.

reaction is a choice.

Stay the Course

Focus on your long-term plan, not the daily emotional noise. That is
the true edge, Ruchir Gupta-stock market mentorship.
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