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Abstract

The association between emotions and decision-making is evident. Our article aims to
demonstrate, for individual investors, the development of negative emotional charges on
stock markets in a perceived negative trend. The research question concerns how negative
emotions may be associated with specific behavioral responses. Our results indicate a
four-phase process involving, first, decisional “nonchalance”; second, decisional hesitation;
third, partial disengagement; and, finally, decisional paralysis. The first phase appears
related to the lack of experience of the individual investor, the second phase corresponds
to the uncertainty related to stock market operations, while the last two phases seem to
coincide with a deteriorating decision-making environment and the accumulation of nega-
tive experiences, resulting from financial expectations not being met. Emotional paralysis
raises questions about the possibility of individual investors renewing their investment
strategies. These results come from a qualitative approach based on experimental finance
and supported by the analysis of data from semi-structured interviews. Our study proposes
a new four-phase model (nonchalance, hesitation, partial disengagement, and paralysis)
that delineates the emotional and behavioral trajectories of individual investors during a
perceived bear market. Our qualitative perspective also contributes to existing literature by
highlighting the underexplored phase of “nonchalance”.

Keywords: loss aversion; investors’ emotions; bear markets; qualitative finance

1. Introduction

The decision of an individual investor to participate in the stock market appears
to depend largely on motivation, which refers to the desire to accomplish a task for the
satisfaction it may bring (Kuhnen and Knutson 2005). The relationship between investment
decisions and financial objectives (Raheja and Dhiman 2017) reflects the extent to which
investments are perceived as meeting these objectives. However, stock markets are charac-
terized by a high degree of uncertainty. Given the complexity of the environment in which
financial decisions occur, individuals may rely on mental shortcuts to process the large
amount of information provided by the stock markets (Tversky and Kahneman 1974).

These cognitive limitations are associated with the fact that individual investors tend
to overlook relevant information and to make decisions that deviate from strict ratio-
nality (Nwosu and Ilori 2024). Boyle et al. (2004) observe that investment choices are
often connected with emotional factors. Emotions appear to play an important role in
individual investors” attention and motivation (Richards et al. 2018), as the uncertainty
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related to the stock markets may correspond with a greater reliance on emotional sig-
nals during decision-making. Several studies suggest that repeated exposure to negative
emotions may correspond to changes in reasoning and in the way options are evaluated
(Lerner et al. 2015).

Based on a qualitative methodology, the scope of our research focuses on the expres-
sion of emotions in trading. Consistent with qualitative approaches, the formulation of
our research question emerged from the study environment. Initially centered on the
emotional aspects of decision-making, our methodological choices and the environment
under analysis led us to refine our question as follows: to what extent is the accumulation
of negative emotions associated with the development of phenomena of abandonment and
withdrawal in the field of trading? Beyond identifying negative emotional states, our study
also seeks to identify behavioral tendencies that accompany decision-making situations
characterized by recurrent disappointment.

Although behavioral finance has largely documented associations between emotions
and investment decisions, the literature emphasizes quantitative analyses and specific
cognitive biases. Our study approaches this issue from a qualitative perspective to explore
the psychological and emotional processes that appear linked to decision paralysis. Using
an inductive methodology, we propose a four-phase model (nonchalance, hesitation, partial
disengagement, and paralysis) that describes the trend in investors’ emotional and behav-
ioral responses to a perceived bear market. This qualitative perspective offers a nuanced
understanding of the complexity of participants’ experiences and highlights the process
of negative emotion accumulation that is often ignored in quantitative studies. Despite
extensive quantitative evidence regarding the role of emotions, few studies have explored
the sequential emotional processes that correspond with inaction in bear markets.

Our results point to the existence of decision paralysis and provide insights into its
origins, mechanisms, and underlying motivations.

2. State of the Art
2.1. The Emotional Involvement of Individual Investors

Decision-making processes seem to be subject to emotional factors; the human body
would be comparable to a kind of “reservoir” of emotions that could be mobilized as soon
as a situation refers to a past feeling. For this purpose, emotions would affect the selected
options, facilitating accelerated and functional decision-making driven by the individual’s
needs, objectives, and values. Therefore, decision-making on the stock markets could
generate intense emotions. For example, past successes could create high expectations for
the future, while losses could generate frustration that drives investors to intensify their
efforts (Lo and Repin 2002).

The literature identifies the effects of emotional states on the decision-making process
of individual investors. Positive emotions are said to encourage conservative behavior
(Gabbi and Zanotti 2019): the investor feels that the situation is under control and that
no further action is required (Van Dijk and Van der Pligt 1997). Conversely, negative
emotions generated choices driven by a lack of patience (Herman et al. 2018). In general,
the positive polarity of emotions increases along with returns in a bull market (Wang
et al. 2014), boosting optimism (Grecucci and Sanfey 2014). On the other hand, negative
emotions would encourage individual investors to make less satisfactory decisions (Ratner
and Herbst 2005; Naseem et al. 2021). Moreover, some negative emotions could encourage
increased risk-taking. For example, fear and sadness are associated with riskier decisions
compared to other emotional states (Matsumoto and Wilson 2023). However, fear could
also alter the rationality of financial choices since it would give priority to decisions based
on instinct (Joshi and Badola 2022).
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Other negative emotions involve withdrawal or risk-averse behavior. Anger, although
a negative emotion, can facilitate impulsive decisions; it includes different nuances, ranging
from exasperation to rage (Harmon-Jones et al. 2016). Conversely, disgust is characterized
by strong emotional arousal and encourages avoiding unpleasant situations. Disgust
is considered a primary emotion influencing the rejection of investment opportunities
perceived as unfavorable. Anxiety, on the other hand, is a negative emotion that causes
behavioral conflict, making decision-making more hesitant and difficult (Padmavathy
2024), which can result in suboptimal decisions as individual investors prefer not to take
risks (Hartley and Phelps 2012; Bishop and Gagne 2018). Finally, sadness, although a
low-intensity emotion, is often a response to loss and can make people take more risks
(Matsumoto and Wilson 2023; Padmavathy 2024).

External stimuli could also intensify some emotional patterns. For example, using
the red color on financial charts has been associated with increased fear, suggesting that
some visual features could unconsciously influence their decisions (Bazley et al. 2021).
Furthermore, stock market graphs are interpreted differently depending on the experience
of the individuals: inexperienced individual investors express fear, anger, and sadness,
while more experienced ones express disgust, happiness, arrogance, and commitment (Hsu
and Marques 2023).

2.2. Looking Beyond Primary Emotions: The Role of Regret in the Decision-Making of
Individual Investors

Some authors also mention the importance of complex emotions, particularly regret,
in the decision-making process. Regret generally occurs when financial results do not meet
expectations (Deng et al. 2025). Investors conclude that their results could have been more
advantageous if they had chosen another option (Van Dijk and Zeelenberg 2005; Qin 2015)
or even if they had chosen not to decide. The fact of not making any decision is equivalent
to deciding (Al-Tarawneh 2012), and the concept of inaction is therefore relevant. This
would encourage individual investors to invest more by taking risks in order to prevent
the regret related to inaction (Qin 2015). Moreover, regret following a decision could drive
individual investors to change their investment strategy even if it does not result in better
financial results (Coricelli et al. 2007; Deuskar et al. 2021). Finally, they could decide to stop
investing to avoid any kind of regret related to the investment strategy (Qin 2015).

On the one hand, investors try to avoid regret by not selling assets whose financial
value has fallen, in the hope that they will rise again. On the other hand, the feeling of
pride when the price of a security rises can encourage selling to realize gains (Sung 2007).
The desire to minimize regret in investment decisions and to increase satisfaction and
pride in successful transactions was highlighted by Strahilevitz et al. (2011). Individual
investors tend to buy shares that they had previously sold with a gain, rather than those
sold with a loss. In addition, they prefer to buy back shares whose value has decreased after
a sale, rather than those whose price has increased. Finally, they are inclined to reinforce
their positions in shares whose price has fallen since the initial purchase. Tsalatsanis
et al. (2010) introduce the notion of “acceptable regret”, which refers to situations where
a decision-maker accepts a degree of error, rather than being paralyzed by the fear of
taking a decision. Summers and Duxbury (2012) distinguish emotions related to personal
decisions (regret and satisfaction) from emotions resulting from independent outcomes
(disappointment and excitement). Regret would encourage investors to hold shares that
have fallen in price, while excitement leads to selling shares that have increased in value.
This process is consistent with loss aversion, as initially formalized by Kahneman and
Tversky (1979), which posits that individuals experience losses more intensely than gains,
thereby influencing their risk-taking and withdrawal behaviors. Regret also interacts
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with several behavioral biases, such as anchoring, loss aversion, and the disposition effect
(Shefrin and Statman 1985).

2.3. Negative Emotions and the Related Issue of Their Accumulation

When negative emotions accumulate without regulation, they could paralyze decision-
making. Therefore, when a cycle of negative emotional charges starts to develop, sadness
and anxiety are reinforced. This spiral can lead to a loss of interest or a feeling of emptiness.
As a result of these negative emotions, some people use behavior designed to avoid them
(Kross and Ayduk 2011). Withdrawal becomes a quasi-automatic response to an uncon-
trolled environment. Rather than looking for decision-making alternatives, individual
investors try to avoid situations that could lead to a negative emotional state that would
reinforce the lack of control (Gilbert and Allan 1998). The accumulated negative emotions
can also induce emotional “fatigue” (Job et al. 2010). As the negative emotions inten-
sify, cognitive efforts become increasingly difficult, making decisions more problematic
(Frydman and Camerer 2016).

To address the decision-making paralysis, some authors mention the importance of
mobilizing emotional regulation strategies. Emotional regulation helps people to modify
their emotions according to their objectives (Gross 1998). In general, people prefer to
increase the intensity of positive emotions and decrease the intensity of negative ones
(Larsen 2000; Quoidbach et al. 2010). Emotional intensity can be modified through a
number of strategies, such as cognitive reappraisal and expressive suppression. Firstly,
cognitive reappraisal involves reviewing the perception of a situation in order to reduce
its emotional impact (Troy et al. 2013). Secondly, expressive suppression focuses on the
physical expressions of emotions and aims to cover them up without acting on the emotion
itself (Gross and Levenson 1993; Gross 2014; Maier and Seligman 2016).

3. Methodological Orientation and Experimental Protocol

We use an inductive approach based on a qualitative perspective. Inductive research
is not commonly used in finance because it does not necessarily lead to generalization, as
in deductive research. However, when applied to financial research, through the results
generated, induction makes it possible to reinforce (Liu et al. 2022) or revise pre-existing
theories (Casula et al. 2021). It also provides an understanding of how individuals behave
and their perceptions in a specific environment (Vears and Gillam 2022; Prosek and Gibson
2021). Inductive studies consider a small number of controlled observations. For this
purpose, we designed a controlled experiment to analyze the emotional dynamics that
underlie decision-making on the stock markets. The general methodological approach
described justifies the choice of analytical tools detailed in point 3.5.

In financial literature, experimental protocols are often described in a very small
format, which raises the question of the reproducibility of the results (Serra 2017). However,
being able to replicate a protocol is an essential principle in the experimental approach:
the more a result is confirmed in a variety of contexts, the more its scientific robustness
will be established (Walker et al. 2017). Despite the use of proven experiments that control
the experimental variables, the assumptions underlying behavioral finance have been
tested only very occasionally and through a small number of studies. For this purpose, the
following points detail the experimental protocol put in place to address the issue of our
research. Since we are working on the influence of emotions on decision-making processes,
a qualitatively oriented methodology seems essential to address the individual investor’s
psychological reality. Recently, qualitative methodologies have been receiving growing
interest because of their ability to integrate a range of analytical approaches (Severin
et al. 2022), as long as they consider variables related to individual personality (Floyd
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and List 2016). Moreover, emotional processes such as hesitation, avoidance, or decision
paralysis are often treated as static outcomes rather than dynamic trajectories shaped by
context and meaning. A qualitative approach, based on inductive reasoning, enables a
deeper investigation of how emotions evolve over time, interact with cognitive biases,
and influence decisions in situations of uncertainty. By giving voice to participants and
reconstructing their subjective interpretations, such an approach complements quantitative
findings and fills an important methodological gap in behavioral finance research (Vears
and Gillam 2022).

3.1. Recruitment of Participants

The experiment was conducted in January 2025, hiring participants studying manage-
ment sciences at a Belgian university. The first requests were sent at the end of October 2024.
Students were asked to explain their motivations for participating. The only condition, in
addition to their motivations, was to have successfully completed an introductory finance
course in the second year of the course of study in order to have a minimum level of finan-
cial knowledge. No deadline was set to facilitate the collection of participants and to assess
their motivation. After one week, ten applications were received, and eight of them met the
criteria. Two applications were excluded for lack of motivation. The sample was limited to
eight participants for two reasons: first, financial constraints, since the participants were
paid, and second, because of the human resources needed to process the data.

Some experimental finance critics underline a gap between the psychological reality
of students and professional traders. Nevertheless, the use of student samples is widely
recognized and documented in experimental and behavioral finance, where it is often
motivated by pragmatic and scientific reasons. Students are easier to recruit more homo-
geneous, which facilitates controlled data collection and reduces recruitment costs and
time (Etchart-Vincent 2006; Kirchler 2009; Hanke et al. 2010; Bouattour and Martinez 2019).
In addition, participants enrolled in finance-oriented programs generally demonstrate a
satisfactory understanding of key financial concepts, trading mechanisms, and market
dynamics, which ensures a level of familiarity sufficient for meaningful engagement in the
experimental setting.

Empirical evidence further supports this methodological choice. Several studies show
that students’ behavior under uncertainty and risk often corresponds to professionals, par-
ticularly regarding emotional and cognitive patterns (Porter and Smith 2003; Fréchette 2011;
Abbink and Rockenbach 2006). In experimental markets, students reproduce speculative
bubbles, herding, and overconfidence (Smith et al. 1988) and display comparable reactions
linked to loss aversion, myopic loss aversion, and regret anticipation (Haigh and List 2005;
Fréchette and Schotter 2015). These findings suggest that the underlying psychological and
emotional mechanisms are consistent across populations, reinforcing the external validity
of student-based experiments.

Our sampling strategy improves internal validity by limiting heterogeneity related to
age and professional experience. Our aim being to investigate processes rather than
population-level effects, a small and homogeneous sample is consistent with our ex-
ploratory and inductive design. Our approach provides qualitative insights that are trans-
ferable to similar contexts involving uncertainty, emotional stress, and decision fatigue.
Data collected from semi-structured interviews provided an opportunity to document
emotional trajectories and decision-making mechanisms that might have remained hidden
in larger-scale quantitative settings.
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3.2. The Stock Market Trading Platform

The stock market platform selected is ABC Bourse. Although some similar French-
language stock market sites offer the opportunity to create virtual portfolios, they are not
made for creating games. ABC Bourse gives the opportunity to build a virtual portfolio for
EUR 100,000, allowing participants to place orders and analyze their effects on the value of
the portfolio. The platform is also used to follow the real-time ranking, based on the value
of their portfolio, which could, depending on the incentives of the experiment, increase
or decrease emotional commitment. ABC Bourse also provides a range of macroeconomic
and political information, company data, and technical analysis. This provides participants
with a realistic environment in which to make decisions and an opportunity to analyze their
strategies. Although the experiment did not involve real money, participants traded using
virtual portfolios that replicated market conditions. The choice of a simulated environment
was deliberate. This approach helped preserve the experimental validity by managing
outside influences (minimizing ethical and financial risks for participants). Prior studies in
behavioral finance have also shown that virtual trading environments can reproduce the
emotional dynamics and decision-making pressures associated with real financial markets
(Ackert et al. 2005; Etchart-Vincent 2006; Kirchler and Huber 2007).

To enhance emotional engagement and ecological validity, we incorporated competition-
based incentives (performance rankings and feedback on portfolio evolution). These
mechanisms are recognized for stimulating intrinsic motivation, stress responses, and
affective involvement comparable to real money (Camerer and Hogarth 1999; Etchart-
Vincent and L'Haridon 2011; Gabbi and Zanotti 2019). While the money was virtual, the
emotional charges were psychologically significant, enabling participants to experience
emotional reactions that correspond to real trading situations.

3.3. The Experimental Context

The experiment took place from 27 to 31 January 2025. The first three days (27 to 29
January) corresponded to the trading-related activities, and the last two (30 and 31 January)
were dedicated to the semi-structured interviews. Participants were engaged in trading
sessions divided into several periods.

3.4. Description of the Task to Be Carried out

Each participant worked on the ABC Bourse platform to carry out transactions on the
CAC40 company shares. The CAC40 was chosen because the students were supposed to be
familiar with this index. No instructions were given regarding the number of transactions.
The experiment took place over 12 one-hour sessions, over the three days, with continuous
assessment of the portfolios’ value, in order to introduce stress and to simulate real financial
conditions. The portfolio’s initial composition seems to be a key element. Previous research
(Finet et al. 2021) has revealed that initial portfolios consisting entirely of stocks and
built by the organizers would encourage higher risk-taking, while an initial portfolio
consisting entirely of cash would encourage more cautious behavior. For this experience,
we used a portfolio consisting of cash. Unlike a quantitative experiment, whose objective
is to test hypotheses by manipulating independent variables, our “experiment” was not
intended to measure cause-and-effect relationships. Its role was to create a realistic and
immersive environment that would facilitate emotional responses and decisions among
participants. Our goal is not to highlight causal relationships but to explore how emotions
are related to decision-making processes in uncertain market contexts. This controlled
setting was essential to reproduce the conditions of stress and feeling uncertain experienced
by investors in situations of loss and to provide the necessary context for the discussions
that took place during the interviews.
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3.5. Qualitative Tools Implemented

According to Pérez-Sanchez and Delgado (2022), in the majority of qualitative studies,
data is mainly collected orally (21 out of 25 studies) but can also come from written
documents (3 out of 25 studies) or focus groups (one study). Semi-structured interviews
seem to be the most popular method in data collection procedures, although they are
time-consuming (Opdenakker 2006). Semi-structured interviews offered the advantage
of an individualized perspective compared to self-assessment questionnaires and focus
groups (Adams 2015; Pin 2023). Indeed, semi-structured interviews provide an organized
framework to explore topics while giving participants the opportunity to provide their
own detailed answers (Ruslin et al. 2022). This flexibility would facilitate the analysis of
emotional dynamics (Dolczewski 2022) by highlighting the interactions between emotional
states and the stock market context. Many authors recommend conducting semi-structured
interviews to clarify participants’ opinions (Gill et al. 2008; McIntosh and Morse 2015) and
to explore the evolution of their emotions (Rocha 2021). This method requires an interview
guide, which must be designed to help conduct the interviews (Adeoye-Olatunde and
Olenik 2021). The data from the semi-structured interviews are examined through coding
processes, which is a key step in the analysis, facilitating the classification of the information
(Bailly and Nys 2018). The literature identifies three forms of coding: open coding, selective
coding, and axial coding. These techniques aim to identify central categories from the data
and their connections to subcategories that provide an analysis of the different elements of
the research (Kristoforidis 2023).

In addition to the semi-structured interviews, we also gathered elements from partici-
pant observation. As the experiment progressed, data was collected regarding the reasons
for the transactions and the tools used to justify the choices, as well as personal impressions
of the progress of the experiment. These elements were delivered spontaneously by Vincent
and Tremblay-Wragg (2021) and were used to support our analysis.

3.6. Data Collection Through Semi-Structured Interviews

The data collection was organized through semi-structured interviews, which took
place immediately after the experimental phase. Each interview was recorded (with the
students’ consent) and transcribed, and the data were analyzed through a double coding
process. Data collection and analysis continued until thematic saturation was reached,
meaning that no new themes or insights emerged from the interviews. Coder agreement
between the two researchers was high, confirming the reliability of the thematic structure
and consistency in the interpretation of emotional categories.

The semi-structured nature of the interviews facilitated consistency in the collection
of information by following a pre-established set of thematic questions while providing
the flexibility needed to explore unexpected topics or delve into the responses of some
participants. This perspective facilitated the exploration of their perceptions, emotions,
and decision-making processes. The interview guide was designed to address the follow-
ing topics:

e  The trend in participants” emotions throughout the simulation.
e  Their thoughts and reasons behind their investment decisions.
e  Their perceptions of feeling uncertain and of loss.

e  Specific moments when they felt hesitation or paralysis.

The complete version of the interview guide is provided in Appendix A for full
transparency of our research protocol. We believe that this perspective (experiment + inter-
views) facilitates the generation of data that sheds light on the complexity of psychological
processes in finance.
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4. Results
4.1. General Context of the Experiment and Descriptive Statistics of the Sample

During the days of trading, the stock markets showed a slightly negative trend (see
Table 1). Considering some indexes is intended to highlight the bearish stock market
climate in which the experiment took place. The emergence of DeepSeek (unexpected) and
the publication of LVMH’s annual results (scheduled for a long time and with negative
informational content) negatively affected how the French index evolved. The negative
influence of the emergence of DeepSeek occurred over the whole experiment, while LVMH’s
annual results announcement mainly impacted the third day.

Table 1. Daily returns (%) for selected stock indices (CAC 40, DJ 30, NASDAQ 100, TOPIX) over the
period 27-29 January 2025.

Date * 27 January 28 January 29 January Total **
CAC40 —0.0003 —0.00012 —0.0032 —0.0036
DJ 30 0.0065 0.0031 —0.0031 0.0065
NASDAQ 100 —0.0297 0.0159 —0.0024 —0.0162
TOPIX 0.0026 —0.0004 0.0068 0.009

* Daily returns are expressed as decimal values (e.g., —0.0032 = —0.32%). ** “Total” refers to the cumulative return
over the period.

The large number of men (see Table 2) corresponds to the conclusions of previous
studies: a natural propensity of the male population to participate in activities with a
playful dimension (Barber and Odean 2001; Finet et al. 2022). The majority of participants
seemed to have some knowledge of how the stock markets work, which seems obvious
given their background. Nevertheless, in order to be selected, some students may have
boosted their knowledge.

Table 2. Descriptive statistics of the sample.

- Previous
Participant Gender Age Knowledge
L1 Man 22 years old Yes
I.2. Man 26 years old Yes
L.3. Man 23 years old Yes
14. Man 21 years old Yes
L5. Woman 25 years old No
Le. Man 21 years old Yes
L7. Man 21 years old Yes
L.8. Man 24 years old No

4.2. Preliminaries to the Results

Semi-structured interviews were conducted by a single researcher (Adams 2015) in
order, firstly, to provide continuity in the analysis. Secondly, the researcher in charge of the
semi-structured interviews had no pedagogical relationship with the participants, which
reinforces the independent nature of the students’ contributions. The average interview
lasted between thirty minutes and an hour. Because the interviews were conducted in order
to collect verbally expressed information, the flow of speech could differ from one person
to another, which explains the variability in the number of words and sentences (Table 3).
As previously said, each interview was conducted using an interview guide designed for
an extensive discussion of a given issue (Smulowitz 2017; Adeoye-Olatunde and Olenik
2021). The interview guide was also designed for the organizer to be able to provide a
different perspective based on the topic being discussed. The interviews were divided into
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three main phases with levels of porosity. The first phase aimed to introduce the discussion
through general questions about the interviewee and their personal interest in trading.
This phase is made to build trust between the interviewer and the interviewee. However,
as the semi-structured interviews followed three days of trading involving interactions,
the discussions quickly focused on the central object of the research. The second phase
addressed how emotions played a part in the experiment. The last phase offered the
interviewee the opportunity to address any points that had not been mentioned.

Table 3. Descriptive characteristics of the semi-structured interviews conducted.

Participant Duration Number of Words 1S\Iumber of
entences
L1 42 min 4066 131
1.2. 42 min 7127 179
1.3. 59 min 8382 193
14. 36 min 6194 169
I.5. 43 min 10,474 149
1.6. 36 min 6618 151
1.7. 42 min 6152 201
1.8. 33 min 5790 153

Each interview was recorded (with the students’ consent), transcribed, and the data
were analyzed through a double coding process. This approach aims to strengthen reli-
ability and to confirm the validity of the analyses by minimizing individual biases and
ensuring an objective interpretation (Miles and Huberman 2003). The two researchers
coded semi-structured interviews individually, each using a different software tool. The
first researcher used Tuguette, a free tool for analyzing qualitative data, and the second used
Maxqgda, which offers more features, such as the visualization of links between codes or the
ability to calculate the occurrence frequency of words.

During the semi-structured interview coding, the researchers focused on the emotions
expressed: the emotions identified in the transcripts were categorized according to the
classification of Harmon-Jones et al. (2016): anger, fear, sadness, disgust, anxiety, happiness,
desire, and relaxation.

By analyzing the emotional labels, the research question was formulated progressively
throughout our data immersion, which corresponds to the inductive method. Indeed, even
if our first purpose was an emotional “autopsy” in the field of decision-making, the nature
of the data (strongly influenced by a negative stock market context) generated a focus on
specific emotional issues. We are therefore investigating how the accumulation of negative
emotions could paralyze investors’ decision-making. This question seems particularly
relevant, given that some participants hardly traded at all on the last day, as illustrated in
Table 4.

From how the coding processes were carried out, it can be seen that there is a high
degree of consensus in the identification of emotions. Happiness, desire, disgust, and
sadness were identified similarly. Some minor differences did arise, particularly concerning
the distinction between fear and anxiety. One researcher sometimes referred to fear and
anxiety when analyzing a statement, while the other focused on one or the other. Fear
and anxiety correspond to a similar emotional intensity: they are expressed in response
to a threat (Harmon-Jones et al. 2016). Fear is an instantaneous emotional reaction to a
concrete threat, while anxiety is similar to anticipating a possible risk. Furthermore, in some
cases, one researcher mentioned both happiness and desire, while the other researcher only
referred to desire. These are nuanced interpretations of the data, but the analyses show
a high degree of homogeneity. They also demonstrate the relevance of a double coding
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process. Our analysis has revealed different reasons for negative emotions in trading
situations. We have chosen to focus our attention on emotions that arise during three key
trading times: before making a purchase, after making a gain, and after making a loss
(regardless of their size).

Table 4. Direction of trading over the three days.

Dayl Buy Sell Day2 Buy Sell Day3 Buy Sell Total Buy Sell
L1 49 28 21 14 10 4 12 9 3 75 47 28
1.2. 17 15 2 4 1 3 2 1 1 23 17 6
L.3. 15 11 4 2 1 1 0 0 0 17 12 5
L.4. 13 9 4 12 7 3 1 0 1 26 16 10
L5. 21 12 9 18 15 3 8 5 3 47 32 15
L6. 11 10 1 9 3 6 16 8 8 36 21 15
L7. 18 12 6 21 10 11 16 7 9 55 29 26
L.8. 28 17 11 8 4 4 7 3 4 43 24 19

Total 172 114 58 88 51 35 62 33 29 322 198 124

Mean 21.5 14.25 7.25 11 6.37 4.38 7.75 412 3.62 40.25 24.75 15.5

4.3. Early-Phase Emotional Dynamics in Investment Decision-Making

At the beginning, as no orders were placed, the participants could not be disappointed,
and they navigated in a kind of decision-making “nonchalance”. The notion of “noncha-
lance” in decision-making has rarely been mentioned in the literature, except for some
decisions made by teenagers (Reyna and Farley 2006). In our study, we consider it as a
phase of positive mood. During this phase, choices are strongly influenced by personality
and the psychological reality of the participants, since the experiment has just begun.

At first, I was happy, I couldn’t wait". (1.7.)

From the first moments, we realized that most of the participants were not very
familiar with how stock markets work. Some students seemed very anxious about placing
an order. In fact, stock markets are related to uncertain environments in which the lack
of control over the situation is said to be associated with anxiety related to discomfort
(Grupe and Nitschke 2013). Anxiety often disturbs the decision-making process, which
can lead to hesitation or aversion to investment options (Harmon-Jones et al. 2016). For
this purpose, even if participants sometimes took a long time to make their decision, there
was evidence of prudential attitudes even before choosing an investment option. Since
anxiety is an emotion intended to anticipate the consequences of an event, it leads to
cautious decision-making made for avoiding future loss (Gear et al. 2017). Here, we could
mention the notion of anticipating regrets on the one hand and negative emotions on the
other. Anticipation of regret refers to a process through which a person evaluates the
consequences of choices as well as the emotion felt if another option would have been
more preferable (Coricelli et al. 2007). Thus, the fear of regretting a decision led to the
rejection of some trades (Brettschneider et al. 2025). Individual investors” decisions are
driven by the experience of emotions felt previously or the anticipation of emotions that
may be generated (Brosch et al. 2013). The fact that people generally prefer to increase the
intensity of their positive emotions and decrease the intensity of their negative emotions
(Larsen 2000; Quoidbach et al. 2010) reinforces the argument that investment decisions are
influenced by emotional defense mechanisms.

So when I moved on to a new order, I was completely in the dark. I had no idea how things
would develop. (1.8.)

We are still hesitating. (1.5.)
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The emotional instability experienced is caused by the conflict between the desire
to act in order to achieve financial objectives and the uncertainty. Negative emotions,
which are experienced prior to the decision-making process, do not necessarily disappear
once the investment option has been chosen. While the emotion most experienced in a
winning position was happiness, some participants also mentioned negative emotions
(anxiety and fear). Despite the financially positive situation, our observations show concern
about potential losses. This behavior corresponds to the prospect theory (Kahneman and
Tversky 2013). Gain does generate happiness; however, this happiness is tempered by the
anticipation of a loss.

There is still the fear that all this gain will ultimately fall back to zero. (1.4.)

Indeed, the hesitation between an immediately available gain versus a greater one in
the future is amplified by the fear of losing an advantage that already exists. In the context
of financial gain, the situation could therefore have a positive emotional charge, but it can
also become a source of hesitation.

The most difficult thing about winning is knowing when to stop. (1.3.)
I find it more difficult to be in a situation where we are all in the green. (1.1.)

The anticipation of a profit can give rise to negative emotions, but the emotional
intensity seems much more evident for the losing positions. Our analysis highlights a
feeling of being powerless as the situation deteriorates, often combined with anxiety,
disgust, or sadness. In contrast to gains, losses seem to lock some participants in a negative
emotional cycle: not achieving positive results becomes central, and the person focuses
only on this kind of experience. The loss of control limits the ability to make decisions and
damages the individual’s self-image, intensifying negative emotions.

When I saw losses, I wondered whether I should sell to prevent it getting worse or whether
I should wait and hope that things would improve. So, I was really lost and started to feel
like a loser. (1.8.)

4.4. Decision-Making on Stock Markets: From Hesitation to Decision-Making Paralysis

Decision-making on the stock markets is influenced, on the one hand, by the search
for a level of satisfaction (related to gains) and, on the other hand, by the desire to avoid
regrets related to losses (Deng et al. 2025). Based on the assumption that loss-aversion
behavior is negatively correlated with stock market participation (Conlin et al. 2015), we are
trying to determine to what extent the accumulation of negative emotions could paralyze
the decision-making process. As shown above, each key moment in the decision-making
process (before making a purchase, after a win, and after a loss) generates hesitation. Thus,
before making a purchase, the investor considers the investment option and the reasons
that could result in a gain. Once the investment has been chosen, the question is whether
to close the position, hold it, or even consolidate it. The individual investor is still in the
hesitation phase: he does not know whether to sell the share to secure the gain or limit
the losses, keep the losing position in expectation of a trend reversal, or buy back shares
in order to reduce the unit cost price. In each of these scenarios, participants could try to
improve the current situation. For example, some participants were looking for a strategy
that would help them reverse the trend.

When you're in the red, I want to make up for the gains, [ want it to go up. You're no
longer motivated to get information, to work. (1.1.)

I was determined to make up for my gains. (1.7.)

Secondly, the accumulation of negative emotions can cause participants to partially
disengage (the second phase). In fact, participation in the stock markets seems to depend
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on motivation (Kuhnen and Knutson 2005). Therefore, the lack of control over financial
results can discourage investors from making decisions to improve their financial situation
(Maier and Seligman 2016).

Some participants did indeed show a gradual loss of motivation as they considered
their decisions to be inefficient.

I didn’t know what I could do. I said to myself, if I'm going to sell what I have, lose value,
buy other things that will also go down, I might as well keep what I already have. (1.6.)

This behavioral withdrawal also reflects the ostrich effect (Karlsson et al. 2009), through
which investors intentionally avoid financial information or market updates to minimize
emotional discomfort and cope with negative experiences. As some participants moved
from the hesitation phase to the partial disengagement phase, the likelihood of developing
decision paralysis increased. We believe, on the one hand, that the bear market did not
encourage participants to look for new investment opportunities because the experiment
only lasted a small number of days, and they thought that the market would probably
not change direction. On the other hand, the ranking seemed to be an emotional stress
factor. The participants in the last positions at the end of the experiment felt that it was
impossible to change the trend. Another question that could have been put forward is,
since the financial commitment is not personal, why were they not inclined to adopt a
high-risk strategy looking for rapid fluctuations? However, following the first three phases,
our observation shows that the decision-making process has been paralyzed.

I said to myself, there’s nothing more you can do, because it’s the last day, and you see the
stock market, there’s no miracle. I could only watch. (1.5.)

The last hour, I told myself that it was pointless. It seemed like it was over for me. I was
second to last, so it was impossible to climb back up. (1.6.)

On the last day, let’s say in the afternoon, that’s when I saw that it was all over because
the experience was almost at an end. And I could see that I was in the red. At a certain
point, it just made me laugh. That’s when I stopped playing. (1.7.)

Full withdrawal. (1.8.)

Our data show that half of the participants have given up all efforts to improve the
financial results. The accumulation of negative emotions combined with repeated disap-
pointments seems to have contributed to emotional fatigue, with a decline in attentional
resources and a strong decrease in the motivation to carry out transactions (Gross 2014).
It becomes too costly to make decisions in terms of cognitive effort and emotional in-
volvement. This results in decision-making paralysis: the participants no longer see any
positive outcome and feel like victims of the stock market’s complexity. Lastly, people
are just exhausted by overexposure to stock market websites, with their constant flow of
information and continuously updated graphics (Guo et al. 2023).

To enhance transparency and traceability between the empirical data and the four-
phase model, Table 5 summarizes the main emotions identified during each stage of the
decision-making process. It highlights the corresponding behavioral markers, provides
illustrative quotations from participants, and offers an analytical interpretation linking
emotional experiences to decision outcomes. The four-phase trajectory identified here
extends existing theories by linking loss aversion and regret anticipation into a unified
process. Whereas most studies treat these biases as separate drivers of suboptimal behavior,
our results reveal their interdependence over time, suggesting that emotional fatigue
mediates the transition from hesitation to paralysis. This highlights the importance of
considering temporal and affective dimensions in understanding behavioral biases.
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Table 5. Thematic analysis of emotional and behavioral reactions during the decision-making process.

Phase Main Emotions  Behavioral Markers  Illustrative Quotes Interpretation
Identified (Participants)
Phase 1— Curiosity, Exploratory trading,  “At first, I was happy, Initial exposure creates
Nonchalance Excitement low perceived risk, I couldn’t wait.” (1.7)  positive emotions that
optimism “I was relaxed, just lower risk perception.
testing things out.” Participants approach the
(L2) market playfully, without
anticipating potential
losses.
Phase 2— Anxiety, Fear, Longer decision “So when I moved Uncertainty introduces fear
Hesitation Doubt times, prudence, on to a new order, I and regret anticipation.

anticipation of regret

was completely in
the dark.” (1.8)
“We were still
hesitating.” (1.5)

Emotional ambivalence
slows down decisions and
generates self-questioning.

Phase 3—Partial ~ Frustration, Reduced trading “I didn’t know what = Accumulated negative
Disengagement  Sadness, activity, avoidance, I could do. Selling or emotions lead to
Emotional and rationalization buying again both disengagement and
Fatigue of losses felt useless.” (1.6) avoidance. The ostrich
“I stopped looking at  effect and rationalization
the app. I told myself appear as coping
that if I didn’t see the mechanisms to reduce
losses, they didn’t psychological discomfort.
exist.” (1.7)
Phase 4— Resignation, Inaction, withdrawal, “It was as if my Emotional exhaustion
Decision Helplessness, sense of defeat hands were tied; I culminates in paralysis. The
Paralysis Emotional knew I had to do fear of regret, combined
Exhaustion something, but I with loss aversion, prevents

couldn’t.” (1.3)
“There’s nothing
more you can do,
you just watch.” (L.5)

action and reinforces
passivity.

5. Discussion

In terms of discussion, we connect our results to loss aversion, one of the most im-
portant cognitive biases explaining individual investor behavior (Kahneman and Tversky
2013; Barberis 2013). Contrary to expected utility theory, loss aversion highlights the psy-
chological pain of a loss, perceived with greater intensity than the pleasure of a gain of
similar value (Barberis and Xiong 2009). Our qualitative analysis identifies an “emotional
aversion to loss” that influences investor behavior beyond a reaction to financial disappoint-
ment. It interferes with the anticipation of gain, creating psychological tension (Rick 2011).
Even when participants make profits, they cannot help worrying about the possibility
of future losses. This “anticipated discomfort” serves to prevent them from happiness,
turning success into a source of potential anxiety (Knutson et al. 2008). The fear of losing
an advantage already gained becomes stronger than the excitement of a greater potential
gain, leading to favoring money preservation over return optimization (Imas 2016). This
can result in investors selling winning stocks too early, at the risk of missing out on larger
returns. The impact of loss aversion is also evident after a loss: loss generates negative
emotions, including helplessness, anxiety, disgust, and decision paralysis (Frydman and
Camerer 2016; Hartley and Phelps 2012). This inertia, which at first seems irrational, is a
psychological protection mechanism. Rather than selling a losing asset (and thus having
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to deal with the pain of a loss), investors prefer to hold on to the hope that the asset will
be appreciated in the future. This tendency is a consequence of loss aversion. Individuals
try to avoid regretting selling an asset at a price that was too low and that could have
been better in the future (Zeelenberg and Pieters 2007). The fear of regret can result in an
accumulation of underperforming assets (Summers and Duxbury 2012). Our interviews
illustrate how emotions and cognitive biases can override rationality (Lerner et al. 2015).
Our article does not ignore “normal” decision-making, such as selling, but it explains the
psychological mechanisms (decision paralysis, loss aversion, fear of regret, and emotional
fatigue) that, in a bear market and an accumulation of disappointments, can drive investors
towards inaction.

6. Conclusions, Limitations, and Avenues for Future Research

Our results provide evidence for analyzing decision paralysis in the context of decision-
making on the stock markets. By looking at the emotions that arise before making an
investment decision and following a gain or loss, we highlight how emotions could cause
decision paralysis. Basically, the accumulation of negative experiences (and the resulting
negative emotions) would result in some participants withdrawing from the decision-
making process due to a lack of motivation. Our research shows that it occurs at the end of
a cycle of several phases.

Before the experiment begins, the participants have not yet been emotionally affected
by the decisions, since no decisions have been made. This is what we call the “nonchalance”
phase. Then, from the beginning of the experiment, each decision generates a financial
result that, for some, does not meet their expectations. They then try to improve their
financial performance by making other types of decisions. These efforts seem to produce
results for some individual investors, giving them the feeling of being able to take back
control of the financial situation (see Table 5). However, for others, these efforts to improve
remain ineffective, failing to produce the expected results. As a result, as they experience
failure and develop negative emotions, they lose the motivation to change the trend and
enter the third phase of the process: the initial positive expectations are invalidated and
turn into negative expectations (fear of regret overrides the desire to take risks). This phase
corresponds to a partial disengagement related to the demotivation of individual investors
whose decisions are seen as unfounded. According to this process, individual investors
enter the last phase, where the decision-making process is paralyzed. Participants prefer
not to take any more risks in order to avoid further disillusionment (see Table 6). Figure 1
illustrates the process that could lead to decision-making paralysis.

Table 6. Applying the decision-making paralysis process to the case of experimentation.

Phase Name of the Phase Participant

Decision-Making
First Phase “Nonchalance”, Emotional
Serenity

I1.,12,13.,14,15,, 16,
1.7.,18.

I1.,12,13.,14.,15,, 16,

17.,18.
Successful Improvement 11,12, 13, 14,
Efforts

Failed Improvement Efforts 15,16.,17,18.
Third Phase Partial Withdrawal 15,16.,17,18.
Fourth Phase Decision-Making Paralysis L5,16.,17.,18.

Decision-Making Hesitation
Second Phase
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Figure 1. Process of decision-making paralysis: summary. Source: authors.

Our results corroborate the conclusions drawn from behavioral finance and open
new research avenues, particularly in declining markets. By extending our four-phase
structured analysis model to other types of investors (particularly institutional ones), the
understanding of speculative bubble explosions—even if, in this case, it is a question of
massive sale movements—could be analyzed from a new perspective. Given the small
and homogeneous sample (eight participants, including one woman), our findings should
be interpreted as exploratory. The study aims to explore psychological and emotional
mechanisms rather than to produce generalizable results. In line with qualitative research
principles, the validity of the findings relies on transferability rather than generalization:
readers are provided with sufficient contextual detail to assess the relevance of these
insights to other settings or populations (Guba and Lincoln 1994; Nowell et al. 2017).

In terms of avenues for future research, although the semi-structured interviews
were subjected to a double coding process, emotions remain difficult to identify without
additional measurement. Other studies could combine qualitative direction with neuro-
physiological measurements, such as changes in heartbeat, to measure emotional reactions.
Furthermore, because our approach focuses on a single emotional label, we could also
consider working by using emotional combinations and analyzing the mutual influence
of emotions. For example, for an emotional combination consisting of surprise and dis-
gust, the analysis would focus on how a negatively polarized surprise could influence the
development of intense negative emotional charges.

Moreover, time horizon may also play a role in decision-making paralysis. Investors
with shorter horizons might perceive greater control and experience lower emotional fa-
tigue. Future studies could integrate this dimension to refine understanding of emotional
trajectories. Extending the trading period (which also implies additional costs) could pro-
duce other emotional and decision-making patterns. In particular, it would be interesting
to analyze the extent to which a change in market trends would cause emotional changes.

Finally, using a larger population would help to consider a deductive analysis and to
provide generalizable results. It should be noted that financial constraints prevented us
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from increasing the size of our sample. Similarly, future research could integrate mixed
methods to test the robustness of the proposed model.
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Appendix A
Availability Bias
Can you tell me about your research on the companies you wanted to invest in?

What kind of information were you looking for?
What type of information were you prioritizing?

L

How has information accessibility impacted your operations?
Overconfidence

How do you rate your trading skills?
How did you feel after a successful series of moves?
How has this influenced your trading behavior?

L

Do you think you underestimated the risks at times?
Anchoring Bias

When you decide to sell stock, how did the purchase price influence it?

N

How have past price levels influenced your decisions?
3. Why did the initial purchase value prevent you from adapting to new information?

Herd Behavior

1.  What was the main influence on your choosing one action over another?
How have general trends influenced your decisions?
3.  How did you react to market movements in situations of high activity?

Prospect Theory

1. What would you do if you had a winning stock or a losing stock in your portfolio?

2. What were your motivations for selling winning positions, even though they could
still bring you additional profits in the future?

3. What were your motivations for maintaining a losing position?

General Emotions

1.  Inyour opinion, what role did emotions play in this experiment?
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Emotions Changes

1.  After a session where you made several decisions that were unsuccessful, how did
you react emotionally, and how did this influence the next session?

2. Have you noticed changes in your emotions or behaviors when you have several
successive losses?

3. Do you feel like your emotions have changed the way you’ve structured your strategy
over time?

Impact of Emotions on Decision-Making

1.  Before placing an order, what kind of emotions did you usually feel?
Can you describe a situation where your emotions directly influenced your decision-
making, whether in a losing or winning situation?

3. Have there been times when, despite feeling stressed or anxious, you were able to
make a successful decision?

4. Do you feel like your emotions have changed the way you structured your strategy
over time?

Reactions to Gains or Losses

How did you react to loss?
Have the losses affected your decisions?
How did you react to a gain?

L

Did you react more impulsively afterward?
Emotion Management
1.  How did you handle the pressure of making decisions quickly?

Did the breaks between each session influence your emotions?

Note

! It should be remembered that all the verbatim reports have been reproduced exactly as they were recorded, and therefore, they

may be very spontaneous.
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