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Hopelessness, an Opportunity? — Are Indian market towards the end of a Wave C

27" October, 2026

Backdrop - Elliot wave theory applied to Indian markets

The best long-term opportunities in Indian equities have rarely appeared when the news was good. They
have come when investors wanted nothing to do with stocks/equity markets.

Elliott Wave’s A-B-C correction shows how a crowd moves from excitement to denial to despair; and
why Wave C, the final stage, can create opportunities for future gains.

Two years after its September 2024 peak, the Nifty 50 is about 13% lower. Foreign investors have pulled
out a record amount this year, oil is above $100 a barrel, the rupee is at record lows, and the RBI has
raised rates for the first time in nearly four years. It may be a good time to step back and ask: where are
we in the cycle?

We do not understand Elliot waves completely

We do not claim to use Elliott Wave with any precision. Wave counts are subjective, two analysts can
label the same chart quite differently, and the framework has a poor record at timing. We use it here as
a sentiment map, not a forecasting tool. What it captures well, cycle after cycle, is how investors think

and behave at each stage of a fall.

Wave A-B-C, made simple

After a big rally, markets rarely fall in a straight line. Elliott Wave describes a typical correction in three
legs: down (A), up (B), and down again (C). The index levels matter less than what people feel, and say,

in each leg.

Wave C is where hope runs out, and where future returns begin
Schematic, not to scale. In Elliott's terms, A-B-C is the three-leg correction that follows a five-wave advance.
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Source: Pravia Investment Advisors, after R.N. Elliott and Frost & Prechter, Elliott Wave Principle (1978).
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Principally Elliot waves work in the following manner -

Wave A: denial. The first fall comes after a long rally, so nobody believes it is serious. “Healthy
correction.” “Buy the dip.” Valuations are still high.

Wave B: false hope. A sharp rebound convinces people the bull market is back. This is the trap:
those who bought the dip feel vindicated and add more. In one variety of correction, the expanded
flat, wave B even makes a new high, which makes the trap more convincing still.

Wave C: hopelessness. The second fall is usually longer, broader and more painful than A, and
often breaks below A’s low, but not necessarily. Good stocks fall alongside bad ones. People stop
arguing about targets and start asking whether to own equities at all.

The pointis simple. By the end of Wave C, most of the people who wanted to sell have sold. Prices have
reset, valuations are reasonable and expectations are close to zero. That combination is what makes

the period after Wave C so rewarding.

Putting the Nifty through the framework

We studied Nifty from June 2022 low and asked a straightforward question: does the Nifty’s path since
then actually fit the Elliott template, or are we forcing it? It fits better than we expected.

Nifty 50: a five-wave advance (2022-24), then an expanded A-B-C correction

Daily close, with wave pivots at intraday extremes. One possible reading of the chart, not a forecast.
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Source: NSE Indices daily data (via Yahoo Finance), to 26 Oct 2026. Wave labels and targets: Pravia Investment Advisors.

Source - Nifty indices, Pravia Research.

The advance: June 2022 to September 2024

The Nifty rose from 15,183 to 26,277 in five waves, following Elliott Wave’s key rules. Wave 2 stayed
above the start of Wave 1, Wave 3 was the longest rising wave, and Wave 4 did not overlap Wave 1. Wave
2 gave back 56% of Wave 1, within the typical 50-62% range.

The two pullbacks also differed in character: Wave 2 was quick and sharp, while Wave 4 moved

sideways for five months, from January to June 2024. It ended with a spike on election day to 21,281.
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The correction: September 2024 to now

The decline since September 2024 looks like an expanded flat: a three-part correction in which Wave
B rises above the previous peak before Wave C resumes the fall.

Wave A took the Nifty down 17% to 21,744 in April 2025, near the earlier Wave 4 range; a common
stopping point for corrections. Wave B then recovered 102% of Wave A, reaching a new high of 26,373
in January 2026. That rally made it easy to believe the correction was over. Wave C began soon after. By
8 October 2026, the Nifty had fallen to 22,180.

The phase of fear: “is this 2008 all over again?”

Every deep correction passes through a stage where investors reach for the most extreme memory they
have. In India that is usually 2008, when the Sensex fell about 61%, or 2000-01, when it fell about 56%
and technology stocks fell far more. With a war in West Asia, Brent above $100 and the rupee near 95—
97 to the dollar, the comparison is being made again.

It is worth making, because it gives context. But it is usually made at the wrong time and for the wrong

reason:

2000 and 2008 started from extreme valuations. The Nifty traded above 28x trailing earnings at
the January 2008 peak. Today it is about 19x, below its own long-run medians.

They had a systemic trigger. In 2008 it was the near-collapse of the global banking system. Today’s
shocks (oil, a weak rupee, US 10-year yields above 5.2%, the first RBI hike in almost four years) are
serious, but they are macro headwinds that hit earnings and flows. So far nothing resembles a
freeze in the financial system.

Even 2000 and 2008 ended. Investors who bought during the darkest months of 2001-03 and early
2009 earned some of the best returns in Indian market history.

So, the useful question is not “Is this 2008?” It is: how much of the bad news is already in the price,
and how do people feel about owning stocks right now? \When almost everyone answers “terrible”,
the set-up usually starts to improve.

Valuations are already back below every long-run median
Nifty 50 trailing P/E today vs. its historical medians over different look-back periods (x).

Today (26 Oct 2026) - 19.2x
1-year median 20.9x
5-year median - 21.9x
10-year median 23.2x
15-year median 22.3x
Full-history median - 20.9x
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Source: indexpe.in, compiled from NSE Indices P/E data, as of 26 Oct 2026. Standalone trailing earnings basis.

Nifty 50 trailing P/E against its historical medians. Source Nifty Indices
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History: hopelessness has been India’s best entry point
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In every major Indian bear market of the last 25 years, the moment of deepest despair was followed by
arise far bigger than the fall. Part of that is arithmetic: a 60% fall needs a 150% rise just to get back. But

it also shows how far pessimism had pushed prices below fair value.

After each deep Indian fall, the three years that followed paid for the pain

Fall from peak to low (closing basis) vs. total price return in the three years after the low, %.

Fall, peak to low

+116%

-56%

Dot-com bust
Sensex
low: Sep 2001

-61%

Global financial crisis
Sensex
low: Mar 2009

I Return, 3 years after the low

+14%

+62%

+193%

-15%

Taper tantrum
Nifty 50
low: Aug 2013

+123%
-38%
-61%
Smallcap bust Covid crash
Nifty Smallcap 250 Sensex
low: Mar 2020 low: Mar 2020

Source: BSE and NSE Indices daily closing data (via Yahoo Finance); Pravia calculations. Price returns, excluding dividends.

Fall from peak to low, and the return over the following three years

What these bottoms had in common was not good news. It was a mix of low valuations and a crowd

that had given up:
Bottom

Covid crash (Mar 2020)

Small-cap bust (2018-20)

Taper tantrum (Aug 2013)

Global crisis (2008-09)

Dot-com bust (2000-01)

“The economy is shut for a year;

“Small caps are a scam. Only buy

“India is one of the Fragile Five.”

“Equities are dead. Buy bonds and

What people were saying

earnings will vanish.”

large caps.”

“Policy paralysis.”

“This is the Great Depression.”

property.”

India today: from “India can’t fall” to “why bother”

Backdrop

Sensex down 38% in about ten weeks;
up 123% over the next three years

Nifty Smallcap 250 down 61% over
two years; up 193% over the next
three

Rupee near 68 to the dollar, foreign
money leaving; Nifty up 62% in three
years

Nifty P/E fell from above 28x at the
peak to the low teens; Sensex doubled
within a year of the low

Sensex down 56%; it went on to rise
roughly eight-fold by January 2008

In September 2024 Indian equities sat at the peak of confidence. Since then, the Nifty has fallen for
five straight months (October 2024 to February 2025), its longest monthly losing streak since 1996,
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recovered all the way to a new high in January 2026, and then given it all back. By the start of October

2026, it had fallen for eight weeks in a row, reportedly its longest weekly losing streak in 25 years.

Two years on, both large and small caps are still under water
Fall from the previous all-time closing high, %. Nifty 50 vs Nifty Smallcap 250.
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Source: NSE Indices daily closing data (via Yahoo Finance), 1Sep 2024 to 26 Oct 2026. Pravia calculations.

Drawdown from the previous all-time closing high, Nifty 50 and Nifty Smallcap 250. Source - Nifty Indices, Pravia Research.

Small caps, which fell hardest in 2025, nearly reclaimed their 2024 peak in September 2026. The
current despair is concentrated in large caps; the part of the market foreign investors owns most and
have been selling hardest. That is also where we now see the better margin of safety.

Particulars September 2024 (euphoria) October 2026 (fatigue)

o War in West Asia, Brent above $100, rupee
India is the only growth story, L i
The story at record lows, and the RBI’s first-rate hike
decoupled from the world.” .
in nearly four years (repo to 5.50%)

Foreign “Domestic money will absorb any FIl A record %3.08 lakh crore withdrawn in 2026
investors selling.” so far, on top of 1.66 lakh crore in 2025
Indi ld to fund the Al trade in the US,
Global India the favourite emerging market Ta?W;ansaond Kooruer; (<5go/ :Zme;;:q ts MSCI
comparison (150% premium to MSCI EM) M) °P
Valuation Nifty well above its long-run P/E About 19.2x tral'lmg, against a 10-year
~24.3x median of 23.2x
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Our View

We have mapped the Eliott wave theory to illustrate how investors feel at each stage of the market,
indicating that the currentwave C has factored in a lot of pessimism already, we do not base investment

decisions based on the theory.

We reiterate the view expressed in our note, Thinking Big Picture: Value Has Arrived, the Story Will

Follow, released in the start of this month. In September 2024 India had the narrative but not the value,
with the Nifty at about 24x earnings. Today it has the value but no clear story, at about 19x (below the
10-year average).

The markets are at an interesting conjecture where investor mood swung from “India can’t fall” to “why
bother”, which creates lucrative entry points. Fundamentally, markets have fallen but earnings have
not, bank credit is still growing at a healthy pace, and India’s government debt is set to fall while it rises
in much of the developed world. When sentiment is this poor and the underlying businesses are
holding up, the gap between price and value is the opportunity.

Flat years are not lost years. Indian markets climb like a staircase: a step up, a long flat landing, then
the next step. Since March 2020 the Nifty has been through three rallies and three corrections and has
still roughly tripled, from 7,610 to around 22,750. Each landing felt endless while we were on it.

The risks are real, and they are also why prices are better. Brent near $100, the rupee near 96, rising
rates and record foreign selling all deserve respect. But the worst case has not become much more
likely; it has only started to feel closer. Risks like these are managed through asset allocation, not by
stepping out of the market. And India does not need foreign investors to buy. It only needs them to stop
selling.

In our view, the biggest risk today is being under-invested. Periods of hopelessness have been India’s
best entry points before, and we see little reason to think this time is different.

We’ve been using a barbell approach in client portfolios for the past few weeks. We’ve shifted tactically
toward large caps, mainly through large-cap index and sector funds, where valuations look more
reasonable. At the same time, we remain positive on the ICM framework and small caps over the long

term.

Tactical - Large Cap Strategic - ICM Framework

Infrastructure Funds

Nifty 50, Nifty Next 50

Consumption Funds

Nifty 50 Value 20

Thematic Funds -
energy, metals

Nifty Bank, Non-banking
financials

Active - flexi and small

Nifty Top10 Equal Weight
caps funds
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Disclaimer:

The information or material (including any attachment(s) hereto) (collectively, “Information”) contained herein
does not constitute an advice or an inducement to buy, sell or invest in any securities. Recipients of this
information should not construe it to be investment advice unless and otherwise stated herein expressly and
conduct their own investigation and analysis. Pravia Investment Advisors Private Limited (“Pravia”) may not have
conducted any suitability analysis prior to dissemination of such information and the recipient should therefore
seek advice of their independent financial advisor prior to taking any investment decision based on Information.
No representation or warranty, express, implied or statutory, is made as to accuracy, completeness or fairness of
the contents and opinion contained herein. The information can be no assurance that future results or events will
be consistent with this Information. Any decision or action taken by the recipient based on this Information shall
be solely and entirely at the risk of the recipient. The distribution of this Information in some jurisdictions may be
restricted and/or prohibited by law, and persons into whose possession this information comes should inform
themselves about such restriction and/or prohibition. Unauthorized disclosure, use, dissemination or copying
(either whole or partial) of this information, is prohibited. Pravia will not treat the recipient/user as a customer by
virtue of their receiving/using this report. Neither Pravia nor its affiliates, directors, employees, agents or
representatives, shall be responsible or liable in any manner, directly or indirectly, for the contents or any errors
or discrepancies herein or for any decisions or actions taken in reliance on the Information. The person accessing
this information agrees to hold Pravia or any of its affiliates or employees free and harmless from all losses, costs,
damages, expenses that may be suffered by the person accessing this Information. The Information contained
herein is based on publicly available data or other sources believed to be reliable and for the exclusive purpose of
transactions to be carried out within the territorial jurisdiction of India and all such transactions shall be governed
by the laws in India. Pravia and/or its affiliates and/or employees may have interests/positions, financial or
otherwise in securities mentioned here. Investment in securities market are subject to market risks. Read all the
related documents carefully before investing.

Standard Warnings:
e Registration granted by SEBI, membership of BASL and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.

e The securities quoted are for illustration only and are not recommendatory.

Statutory Information:
e Pravia Investment Advisors Private Limited: CIN: U66309MH2025PTC451047; Regd Off Address: 801, A-
Wing 215 Atrium, CTS No 215, Andheri-Kurla Road, Andheri East, Chakala MIDC, Mumbai -
400093; Contact: +91 9004139937

e Corporate Investment Adviser SEBI Registration no. INA000021322, Validity of Registration: Nov 04, 2025
— Perpetual. BSE Enlistment N0.2375,

e Principal Officer: Ms. Vaibhavi Shah (E-mail: info@pravia.in), Contact: +91 9004139937

e Compliance Officer and Grievances Redressal Officer: Mr. Sachin Dwivedi (E-
mail: compliance@pravia.in) Contact: +91 9004139937

SEBI Regional Office: SEBI Bhavan, Plot No. C-4 A, G Block, Bandra Kurla Complex, Bandra East, Mumbai 400 051.
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