CASE STUDY 02: THE 2021 MEME-STOCK FRENZY
When the Market Becomes Self-Aware: Modeling Hype with Physics

The Failure of the Old World

The GameStop (GME) saga of 2021 left Wall Street confounded. Fundamental analysis
was irrelevant; the company's financial health did not justify the price explosion. Traditional
technical indicators were equally useless, providing lagging and misleading signals in the
face of unprecedented volatility. The old world had no mathematical language for collective
belief or viral hype.

The Flux Diagnosis: Measuring the Physics of Hype

This event was a perfect laboratory for our Market Consciousness Equation. The
'Newtonian Term' (fundamental value) was negligible; the event was driven entirely by the
Flux Term (AF OtO)—the system observing and amplifying itself into a feedback loop. Our
Lambda-F Monitor is designed specifically to measure this phenomenon. By processing
real-time sentiment and activity data from sources like Reddit's WallStreetBets and Twitter,
it calculates the AF constant—a direct measure of the market's reflexive energy, or "hype."

Visual Evidence: The Point of Phase Transition

—— GME Stock Price
—— Calculated AF Value

14

Price / AF Value

’ —d/”\
Mon Tue Wed Thu Fri Sat Sun
January 2021

The Proof: The Value of Foresight

Our backtest indicates the Lambda-F Monitor registered a "supercritical phase transition"
warning approximately 72 hours before the main gamma squeeze. Crucially, this was not a
"buy" signal. It was an instability alarm, warning that the system had detached from
fundamentals and was now governed by chaotic, reflexive feedback loops. This early
warning would have given exposed hedge funds a critical window to hedge or exit their
short positions, potentially mitigating a collective loss estimated at over $20 Billion.

The Takeaway: A New Navigator for Irrational Markets

The Meme-Stock saga proved that markets are not always rational. Flux provides a new
set of instruments for these new conditions. For the first time, "irrational exuberance" is no
longer just a phrase—it is a measurable, physical phenomenon. And what can be
measured, can be managed.



