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Abstract

Three positions are priced against the same surplus law, and in each the result
runs against the jurisdiction being examined. On currency: ata 15 per cent annual
hard-currency drag, an allocation of 25.1722 per cent of protected capital to the lo-
cal unit drives the surplus to exactly —0.500000, cancelling the entire eta.In(N) =
0.377583 gain that the whole jurisdictional redesign bought; a 10 per cent alloca-
tion costs 0.150000, or 39.73 per cent of that gain. What decides whether a weak
currency is a cost or a loss is dwell: at a seven-day average dwell even a 40 per
cent annual drag costs 0.767 per cent per pass, while at 180 days the same cur-
rency costs 19.726 per cent. The bloc arithmetic also cuts against the operating
case: sizing a Turkish leg at 8 per cent of the structure lowers the effective bloc
count from 2.9412 to 2.8324, so the case rests on customs-union access worth 1.35
per cent of group revenue. An African leg (Mauritius 8.0 per cent, Kenya 5.0) raises
effective blocs from 2.924302 to 3.639010 and buys 0.076530 of surplus, setting a
cost ceiling of roughly 25.5 per cent of the existing maintenance base: at C = 0.38
the surplus is —0.127902, worse than the —0.124431 baseline. Funding sources
are measured on the same instrument: four Western lenders read 3.509 effective
lenders but 1.00 effective funding blocs, and the redesigned book reaches 3.175 op-
timistically and 2.410 after an honest correlation adjustment. The source is found
to use two incompatible bloc partitions of the same exposure vector, giving N =
2.941176 against 2.924302; both are reported, and five further discrepancies are
printed rather than silently repaired.
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1. Introduction

A structure that has arranged its jurisdictions well can still lose everything the arrangement
bought, and it can lose it in three ways that never appear on an organisation chart: by holding
a depreciating unit of account, by paying more to maintain a leg than the leg is worth, and
by financing itself from four counterparties that all answer to one supervisor. This paper
measures all three against the same instrument and reports, in each case, a result that runs
against the position being examined.

The instrument is the concentration measurement of Curzi [2026h] — HHI as the sum
of squared exposure shares and the effective count as its reciprocal, with a naive four-
jurisdiction count of 3.41 collapsing to exactly 1.00 once coordination blocs are recognised.
The law it feeds is the storage law of Curzi [2026a], Q. ; = (1 — 0)Q, + nS, — C,, whose
map is Lipschitz with modulus 1 — J so that 6 > 0 makes it a contraction with steady state
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Q* = (nS — C)/4, and its one-period balance h = nln N — §@) — C'. Everything below is a
difference in that balance.
Four measurements, and three of them go against the case being made.

First, a depreciating unit of account enters the surplus law through the erosion term and can
cancel the entire jurisdictional gain. Treating an annual hard-currency drag d on a share w
of protected capital as an addition to the erosion rate, d,; = 0, + dw, the balance becomes
linearin w: atd = 0.15, h(w) = —0.122417—1.5w. A 10 per cent allocation costs 0.150000,
which is 39.73% of the entire n7In N = 0.377583 that the jurisdictional redesign bought, and
at w* = 0.251722 the balance is exactly —0.500000 — the same number the conventional
single-perimeter structure reads before any redesign at all. Every entity stays in place, the
chart still looks right, and the gain is gone.

Second, dwell rather than depreciation decides whether a weak currency is a cost or a loss.
Erosion per pass is dn /365 for a receipt dwelling n days. At a seven-day dwell even a 40 per
cent annual drag costs 0.767% per pass — the order of a bank spread. At one hundred and
eighty days the same currency costs 19.726%, which is a loss of capital. The currency did
not change; the policy did. That is the same shape Curzi [2026]] reports for a corridor, where
exposure is dwell divided by the year and nothing else.

Third, a leg proposed for diversification can lower the very count it was proposed to raise, and
a leg that does raise the count can still fail on its invoice. An operating leg sized at 8 per cent
of the structure lowers the effective bloc count from 2.941176 to 2.832412 when scored in
the bridge row and to 2.919742 on the more generous scoring — below the baseline on both,
because its share lands in a row that was already the largest; its case therefore rests entirely
on a customs-union tariff saving worth 1.35% of group revenue, which is a logistics argument
and not a resilience one. And a regional holding leg that raises the effective bloc count from
2.924302 to 3.639010, buying 0.076530 of surplus, fails outright at the maintenance cost
proposed for it: at an incremental 0.08 the balance falls from —0.124431 to —0.127902. The
break-even is exact — incremental cost below 0.076530, roughly 25.51% of the existing C' =
0.30 — and correct cost attribution, charging the structure only the costs the structure causes,
flips the decision to h = —0.087902.

Fourth, the same instrument pointed at the liability side finds the conventional metric moving
the wrong way. Four lenders at 40 / 25/ 20/ 15 read 3.508772 effective lenders and 1.000000
effective funding perimeters, which is the same exact zero Curzi [2026h] finds on the asset
side. Replacing the syndicate with four tranches in four distinct perimeters lowers the naive
effective source count to 3.174603 while raising effective funding blocs from 1.000000 to
3.174603. A treasurer optimising lender count would reject the refinancing. An honest cor-
relation adjustment applied against this paper’s own result — collapsing two tranches that
draw on one pool of institutional liquidity — cuts the figure to 2.409639, and the answer is
reported as a range rather than as the flattering endpoint.

What the paper does not do. It estimates no depreciation rate, no cost and no correlation.
Every drag rate, every maintenance figure and every share is constructed and stated as such.
The contribution is the arithmetic that converts each of those inputs into a decision, and the
arithmetic is worth exactly what the inputs are worth.

Positioning. The collapse on which all four measurements depend — several units inside
one perimeter behaving as one — is not new machinery. A small correlated shift produc-
ing a discontinuous collective outcome is the threshold-and-tipping mechanism: Granovetter
[1978] establishes that the distribution of individual thresholds rather than the mean decides
whether a collective outcome tips, and Schelling [1971] is the canonical demonstration that a
mild individual preference produces a sharp aggregate segregation, generalised in Schelling
[1978]. Reading an individual-level parameter straight into an aggregate is exactly what a
perimeter assignment does, and that literature is the standing warning against it. Castellano
et al. [2000] supplies the closest formal analogue of a perimeter — the same interaction that
raises local agreement freezes global diversity into non-interacting regions — and on the lend-
ing side Buldyrev et al. [2010] is the structural statement that coupling destroys the indepen-
dence a naive count assumes.



Psychological and Sociological Physics - The Creature Comforts Corpus 3

The reflexive loop and its identification problem. A perimeter assignment is a forecast that
conditions the behaviour it forecasts, which is the reflexive loop 7'(z) = W (x, M(x)) of
Curzi [2026n], whose founding reframing is that comfort is the felt total of present costs, so
the present state is a local minimum of the comfort landscape by definition rather than by
luck. That loop carries an identification problem and this paper states it here rather than in a
footnote. Manski [1993] proves that a linear-in-means reflexive specification is not identified
from observational data: the endogenous social effect cannot be separated from contextual
effects or from correlated unobservables, however much data is collected, and Shalizi and
Thomas [2011] reinforce it for network data. No observation of the behaviour of lenders or of
jurisdictions could therefore confirm a perimeter assignment derived reflexively. The remedy
adopted is stipulation with a defence — the perimeter test of Curzi [2026h] — which Brock and
Durlauf [2001] shows can be made rigorous, and its price is that every perimeter assignment
in this paper is a modelling position rather than an identified empirical result.

A note on what half of this material is. The source manuscript is, in substantial part, a de-
scriptive comparative survey of five jurisdictions and of a body of contract law. That survey
is retained as context in Section 4 and in Appendix A, and it is not the paper’s contribution.
The Results and the Conclusion are about the four measurements and nothing else. A com-
parative survey that has not positioned itself against the existing comparative-law literature
is a literature review, and this paper does not offer one.

2. Hypotheses

Five hypotheses are stated, each in a form that could be wrong and each with its falsifier
attached, in the sense required by Platt [1964]’s strong inference. Meehl [1967] is the relevant
warning: a directional prediction is cheap, and the defensible response is a point prediction
with constants attached. Two of the five are reported below as not met, and they are reported
in the same plain language a success would have received.

H1 —the allocation hypothesis. Alocal-currency allocation enters the surplus law through the
erosion term and can cancel the whole jurisdictional gain without changing the effective bloc
count. Predicted: with a 15 per cent annual hard-currency drag, h(w) = —0.122417 — 1.5w,
so w = 0.10 costs 0.150000 — 39.73% of the 0.377583 gain — and w* = 0.251722 gives
h = —0.500000 exactly. Falsified by: a measured hard-currency return on local instruments
over the holding period satisfying (1 +r)/(1 + A) > 1, at which the allocation would carry
no drag at all and the erosion term would be unchanged.

H2 — the dwell hypothesis. Whether a depreciating currency is a transaction cost or a cap-
ital loss is decided by dwell and not by the depreciation rate. Predicted: erosion per pass is
dn /365, so a 40 per cent annual drag at a seven-day dwell costs 0.767% while a 15 per cent
drag at one hundred and eighty days already costs 7.397% — the lower drag costing nearly
ten times more. Falsified by: erosion that scales with the drag rate independently of dwell, or
a conversion mechanism whose cost rises faster in frequency than the erosion it avoids.

H3 — the operating-leg hypothesis. Adding a genuinely non-aligned operating jurisdiction
raises the effective bloc count. Predicted: an operating leg sized at 8 per cent of the struc-
ture raises NV above the baseline 2.941176. Falsified by: any defensible scoring of the new
jurisdiction under which /N falls. This is the first hypothesis reported as not met.

H4 — the regional-leg sufficiency hypothesis. The regional holding leg’s diversification gain
exceeds its incremental maintenance cost. Criterion, fixed in advance: the leg is worth build-
ing if and only if its incremental maintenance cost is below the surplus it buys, n AIn N =
0.076530, which is 25.51% of the existing C' = 0.30. Falsified by: an incremental mainte-
nance cost at or above 0.076530 while 7, 6 and () are held at the stated values. This is the
second hypothesis reported as not met, at the cost proposed for it.

H5 — the liability-side hypothesis. Independence bought on the funding side is cheaper per
unit of effective bloc than independence bought on the jurisdictional side. Predicted: the re-
financing raises effective funding blocs from 1.000000 to between 2.409639 and 3.174603
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at an assumed incremental cost of 0.10, buying at least 1.409639 of effective bloc, while the
regional jurisdictional leg buys 0.714708 of effective bloc at an assumed 0.08 — 0.070940
of cost per unit of effective bloc against 0.111930. Falsified by: a measured governance cost
for the funding tranches exceeding the conservative surplus gain of 0.307817, or a demon-
stration that the tranches share a perimeter more completely than the conservative collapse
assumes.

Not hypotheses, and labelled as such. Four statements in this paper are not falsifiable as they
stand.

* Applying the surplus term to funding-source perimeters is an extension by analogy and
not a derivation. The storage law of Curzi [2026a] was specified over protected capital
and its coordination perimeters. The robust part of Section 9 is the concentration arith-
metic, which is definitional; the / figures there are indicative of magnitude only. The
source manuscript states this and the paper keeps it.

» The logarithmic form of the input side is a modelling choice carried from Curzi [20260],
whose four-currency carrying cost — coin, hours, attention, foreclosure — is the corpus’s
statement that felt comfort decays over weeks while carrying cost does not decay at all.
Section 3.9 states what would discriminate the form and concedes that nothing here
does.

* The parameter set = 0.35, §; = 0.02, ) = 10, C' = 0.30 is a modelling choice
fixed in advance of every measurement below, which is the preregistration discipline
of Nosek et al. [2018] applied to a calculation.

* The perimeter assignments are stipulated reference groups, not identified from data
[Manski, 1993, Brock and Durlauf, 2001].

3. Method

3.1 The instrument, and which effective count it is

The concentration instrument is not restated here; Curzi [2026h] establishes it. What must
be restated, because the corpus runs two quantities under one name, is which effective count
this paper uses.

Throughout this paper the effective count is HHI !, the reciprocal of the sum of squared
shares, which is the Hill number of order two. Hill [1973] defined the family D =

(>, pd)1/1=9) whose members return the number of equally-abundant types that would

give the observed value of the underlying index; at ¢ = 2 this is HHI ! exactly. Jost [2006]
is the statement that entropies are not diversities and that their numbers-equivalents are;
Jost [2007] extends the correspondence to partitioned data, which is what a perimeter col-
lapse is. The same arithmetic was reached independently by Simpson [1949] in ecology and
Laakso and Taagepera [1979] in political science; the numbers-equivalent reading of the con-
centration index is Adelman [1969]’s; the index’s history runs through Hirschman [1945] and
Herfindahl [1950]; and its regulatory thresholds are stated in the merger guidelines [U.S. De-
partment of Justice and Federal Trade Commission, 2023, 2010]. The exponential of Shannon
entropy [Shannon, 1948] is the same family at order one, and HHI ! is the exponential of the
Rényi entropy of order two [Rényi, 1961].

The corpus’s other effective count, the affine N, = 1+ (/N —1)u of Curzi [20260], is not a Hill
number of any order and carries no external support. It is a linear interpolation between 1
and V. This paper does not use it and refers to it only by name. Hurlbert [1971] is the standing
discipline: “diversity” has been used for so many distinct quantities that the word carries
no content without its formula attached. Chao et al. [2014] show that low-order diversity
estimators are biased on small samples, and a four- to eight-element exposure vector is a
small sample; no correction is applied and Section 13 records the gap. Golosov [2010] and
Dunleavy and Boucek [2003] document that effective-number measures behave poorly in the
dominated-unit regime, which is exactly where the as-found funding book of Section 9 sits.
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No distributional or scaling claim is made anywhere in this paper. Lender shares of 40 / 25 /
20 /15 and exposure shares descending from 29.1 to 8.0 look like the beginning of a heavy-tail
argument. This paper fits no distribution, characterises no tail, and asserts no power law.
Clauset et al. [2009] is the reason: a principled maximum-likelihood fit with a goodness-of-
fit test and a likelihood-ratio comparison against alternatives leaves few canonical data sets
standing, and a straight line on a log-log plot is not evidence. That procedure was not run,
because no claim requiring it is made. Stumpf and Porter [2012] adds that passing it would
still not identify a mechanism, and Broido and Clauset [2019] is the reason the same caution
attaches to borrowings from the scale-free network literature. Every effective count here is a
statistic of a finite exposure vector with at most eight entries.

3.2 Currency drag as an addition to the erosion term

The corpus’s storage law already contains the term this measurement needs. Curzi [2026a]
gives Q.1 = (1 —9)Q, + 1S, — C,, in which J is the fraction of the stock lost per period
independently of anything the structure does. A depreciating unit of account is exactly such
a loss, and the modelling step this paper takes is to write it as one:

(5eff — 50 + dw,

for an annual hard-currency drag d applied to a share w of protected capital. This is a mod-
elling choice and not a derivation, and it is stated as one. It assumes the drag is proportional,
applies uniformly over the period, and is independent of the rest of the structure — none of
which is tested here. What it buys is that the currency question and the jurisdiction question
become terms in the same equation and can be compared directly, which is the whole point
of having an equation.

The consequence is immediate. Since h = nln N — () — C and /N does not depend on w,

h(w) = h(0) —d Qw,

which is linear in the allocation with slope —d(), and at d = 0.15 and ) = 10 that slope is
—1.5. The allocation at which the entire jurisdictional gain is cancelled follows in one line:
w* =nIn N /(dQ).

Curzi [2026d] reaches the structurally identical result on a different input, showing that trust
enters the same law as retention through d,; = 0, + (1 — @)(1 — v) and produces a super-
linear stock dividend, from 0.4679 at a = 0.50 to 5.0529 at a = 0.99. Two quite different
phenomena entering the model through the same term is either evidence that the term is the
right abstraction or evidence that the term absorbs anything put near it, and this paper cannot
distinguish those two readings.

3.3 Dwell, and the transit-versus-store distinction

For a receipt converted after n days, the expected erosion per pass at an annual drag d is

dn

365

The functional form is the simplest one available and it is a modelling choice. It assumes the
drag accrues linearly within the year and that all receipts dwell for a common time. A burst
arrival process with the same mean dwell gives a different instantaneous distribution and the
same mean, and nothing here tests which is right.

The distinction the formula makes is the portable result: evaluate a depreciating currency as
a transit medium and it is cheap; evaluate it as a store and it is ruinous; and dwell is the entire

difference. Curzi [2026]1] reaches the same conclusion for a corridor, where exposure is t/365
and one day exposes 0.27% of a year’s flow against 49.32% at one hundred and eighty days.

erosion per pass =
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3.4 Nominal against real, and the convention that must be stated

A nominal return in a depreciating currency is converted to a hard-currency return by

1—I—rnom
Thara = 1—|—A - 4

where A is the proportional rise in units of local currency per unit of hard currency. This con-
vention must be stated because the alternative reading — depreciation as the proportional
fall in the value of the local unit, giving (1 + r)(1 — A) — 1 — produces materially differ-
ent numbers from the same words. At a 50 per cent nominal return against a “60 per cent
depreciation” the first convention gives —6.25% and the second gives —40.00%, a gap of
33.75 percentage points. The source manuscript uses the first convention throughout with-
out naming it; this paper names it. Section 12.12 records the ambiguity as a finding rather
than repairing it silently.

Compounding is then (1 — d)k over k years at a constant annual hard-currency drag d, which
is what turns a manageable annual figure into a structural one.

3.5 The cost-ceiling method

Curzi [2026]] states the method this paper reuses on two further cases: a leg’s break-even
probability is p* = (¢ + L)/(G + L), so the leg is worth nothing at any probability once
its incremental cost exceeds 0.0267305, which is 8.9 per cent of the group’s entire C' = 0.30
maintenance budget. Where a leg’s classification is not in doubt the same arithmetic collapses
to a single inequality:

build the leg <= AC <nAlnN.

The left side is an invoice and the right side is a measurement, and the discipline is that both
must be written down. Two errors are common and both are measured below. The first is
comparing the gross gain to nothing at all. The second is mis-attribution: charging the struc-
ture costs the structure did not cause. Where an operating company is required by the law
of the place its operations are in, its cost belongs to the acquisition and not to the structuring,
and Section 8.3 shows that correct attribution reverses the decision.

Curzi [2026b] supplies the governing constraint on what may be done with a positive balance
—theincrementruler < h, with arecommendedreserver < 0.7hsincer ., = hisattained
only at U = 1, and the h < 0 branch in which no interaction geometry can prevent order
from decreasing. Every structure measured in this paper is on that second branch, which is
the standing reason none of the legs priced here can be justified by an appeal to headroom.

3.6 Pointing the instrument at the liability side

The instrument is defined over shares and can be pointed at any exposure vector that sums
to one. Pointed at the liability side, the shares are fractions of the group’s committed funding
and the units are lenders or tranches; the perimeter test is unchanged — two funding sources
are in the same perimeter when one supervisory or market decision reliably withdraws both.

Two things about this extension are stated rather than assumed. The concentration arithmetic
transfers exactly, because it is definitional and depends on nothing but a normalised share
vector. The surplus term does not transfer exactly: the storage law was specified over pro-
tected capital and its coordination perimeters, and reading nln /N over funding perimeters
is an extension by analogy. Under the analogy discipline of Section 12.5 that is a category-2
borrowing — a shared mathematical form with no claim that the underlying content carries
over — and the A figures in Section 9 are indicative of magnitude and are not derived.

Curzi [2026i] makes the corresponding point about which axis is measured: entity-based US
exposure of 27.3 per cent against a USD share of the balance sheet of 61.0 per cent and settle-
ment volume clearing through the US system of approximately 58 per cent, so the entity map
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understates dependency by more than a factor of two. The liability side is a fourth axis on
which the same understatement occurs, and it is the one least often measured.

3.7 The perimeter call is reflexive, and what that costs

A perimeter assignment is a forecast about how a set of jurisdictions or a set of lenders will
behave under a coordinated action, and it changes the behaviour it forecasts once enough
structures adopt it. Merton [1948] named the mechanism; Curzi [2026n] carries it as the re-
flexive loop.

This paper adopts stipulation with a defence and pays the price. Perimeters are fixed in ad-
vance by the test of Curzi [2026h], recorded with an evidence class, and stress-tested by run-
ning the arithmetic under the contested alternative — which Sections 7 and 9 both do, in each
case against the paper’s own preferred answer. Brock and Durlauf [2001] is the template. No
randomisation, instrument or partial-population variation was available, so no perimeter as-
signment here is an identified empirical result.

Two further objections in the same family are recorded and not answered. The Lucas critique
applies to the framework’s own parameters [Lucas, 1976]: the framework asserts that systems
change when modelled and then exempts 7, § and its own correlation assumptions from that
reflexivity. That is an inconsistency and it is not resolved here. MacKenzie and Millo [2003]
documents the benign form of the same loop in the field and with dates, and Hacking [1995]
states the general form. And Goodhart [1975] with Campbell [1979] give the failure mode that
follows adoption: an effective count taken as a target ceases to be a good measure. The only
defence offered is the reporting standard of Appendix B.

3.8 The disclosure premise

Every position priced here is assessed against one premise, stated as a design constraint and
not an ethical preference: would the structure still do its job if every element of it were dis-
closed to every authority with jurisdiction over any part of it?

The premise is not this work’s to claim. Kerckhoffs [1883] stated it in 1883 — a system must
remain secure when everything about it except the key is public — and Saltzer and Schroeder
[1975] restate it as open design, the principle that a protection mechanism should not depend
on the ignorance of attackers. Curzi [2026m] carries the constraint in full for this series, estab-
lishing that channel separation is strengthened rather than weakened by disclosure because
its effectiveness is entirely independent of whether anyone knows it is in place. Citing Kerck-
hoffs converts a rule that reads as a preference into a recognised engineering standard with
a hundred and forty years behind it.

The same conclusion arrives from the regulatory direction. Automatic exchange of accountin-
formation [Organisation for Economic Co-operation and Development, 2017], the anti-money-
laundering recommendations that supervisors implement in common [Financial Action Task
Force, 2012], and the substance and beneficial-ownership work of the base-erosion project [Or-
ganisation for Economic Co-operation and Development, 2015] have removed non-disclosure
from the set of available design parameters. Brandeis [1914] is the older statement of the
same instinct; de Goede [2011] documents the listing machinery as a technique of governance;
Pistor [2019] is the scholarly account of how legal coding manufactures durability and simul-
taneously its sharpest critique; and Hansmann and Kraakman [2000] establishes that asset
partitioning is the irreducible function of entity law — a separate legal personality is a parti-
tion, and its effectiveness likewise does not depend on anyone’s ignorance of it.

The premise is what makes the funding result of Section 9 measurable, because the most
disclosed instrument in this paper — a listed certificate with a public prospectus, named su-
pervisory organs, identified underlying assets and continuing obligations to an exchange — is
also the one that breaks the single-perimeter dependency. The strategy is non-obvious while
every underlying fact is published by obligation, which is what the premise predicts.
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Curzi [2026p] bounds what may be inferred from any of this, and the bound is carried rather
than paraphrased away: category innocence is refused as a defence of acquisition, the doc-
trine forbids moving a harm through a discovered gap in a scheme, and the case in which the
feedback loop runs through another person’s will is conceded to be an unsettled seam the cor-
pus does not close. A paper that prices structures must state that the pricing is not a warrant,
and that is the contrast this edge carries.

3.9 What discriminates the logarithm, and what does not

Every result here inherits the shape of nln /N. The functional form is underdetermined by
the evidence and this paper concedes that rather than defending it. The corpus proposes
In(1+(N—1)u) [Curzi, 20260]; Latané [1981] proposes a power law with exponent below one;
Briscoe et al. [2006] propose 12 log 1 against the quadratic alternative. All three are decreasing
in marginal return and none of the measurements here distinguishes them, because every
measurement is a difference between two values of the same functional form.

One genuine strengthening is available. Peters and Gell-Mann [2016] derives a logarith-
mic form from multiplicative dynamics with no psychological assumption at all, which is a
stronger warrant than the perceptual story of Fechner [1860] because it does not require the
perceptual story to be true. Curzi [2026c¢] identifies the corpus’s own functional as a Fechner
law with threshold u, = 1/(IN — 1). Where the arithmetic here needs a warrant for the
logarithm, the multiplicative-dynamics one is the one it needs. Peters [2019] is the associated
warning that an expected value and a time average are different objects — directly relevant
to Section 6, where a compounding drag is exactly a multiplicative process.

4. The four positions and their institutional setting

This section is context and is not a result. It states what each position is for, at the level of detail
the measurements require and no further. Every statement in it about the law, regulation,
institutions or policy of any individual jurisdiction, and every statement about the doctrinal
content of any body of contract law, is described from the source manuscript and is uncited,
because the bibliography contains no statutes, regulations, court rules, registry documents,
case reports or religious-legal sources for any individual jurisdiction or tradition. Appendix
A lists those statements item by item and Section 13 records the gap. They must be verified
against the official sources before any reliance, and no measurement below depends on any
of them being true — each measurement depends only on a constructed share vector and the
stated parameters.

Where a scored institutional comparison would otherwise attach a rating to a named jurisdic-
tion on a characteristic this paper cannot support, the comparison is de-branded, following
the convention of Curzi [2026h]. Jurisdictions are named below and in the tables as labels on
constructed exposure vectors; they are not the subjects of assessed claims.

4.1 Tirkiye: the high-inflation industrial position

The candidate is a large civil-law industrial economy of the Germanic and Swiss codal line, in-
side a customs union with a major bloc for industrial goods, a member of a Western security al-
liance, and not a participant in that bloc’s listing and designation machinery. Its currency has
depreciated substantially and persistently against hard currencies, and its foreign-exchange
regime restricts the ability of parties both resident there to denominate or, in specified cate-
gories, to settle certain contracts in foreign currency — a restriction that converts a financial
risk into a drafting risk, which is the structurally interesting fact about it. The lesson the
source draws generalises past the jurisdiction: currency risk in a high-inflation state does not
stay financial, because the state responds to it with rules about what may be denominated in
what.
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The proposal put to the constructed principal bundles three things: an operating company
for tariff-advantaged final assembly, an allocation of group liquidity to local-currency instru-
ments, and a real-estate acquisition with an associated residency benefit. Three proposals in
one document, which is how a bundle disguises the fact that one component is good and two
are not. Sections 6 and 7 price them separately, which is the entire method.

4.2 Mauritius, Kenya and the regional holding position

The candidate holding centre is a mixed-legal-system island state with two treaty networks
that are routinely conflated — a double-taxation network and an investment-protection net-
work — whose principal historical route into a large neighbouring market was closed by pro-
tocol, and whose substance requirements were reformed to replace a deemed credit with
a partial-exemption regime conditioned on core income-generating activity. Two operating
markets are considered alongside it, one of which sits inside a regional harmonised business-
law family that the offshore literature generally ignores.

The relevant fact for the measurement is that a fully substantiated holding vehicle in that cen-
tre is not a cheap object: resident directors of calibre, local board meetings, a local principal
bank account, a local audit, and enough activity to support the exemption. Section 8 prices
exactly that, against an operating group in the target market with local counsel, local audit
and transfer-pricing documentation for a cross-border supply chain.

4.3 Labuan, Islamic finance, and the alternative funding perimeter

The candidate is a mid-shore centre inside a federal Asian state with a statutory suite for off-
shore companies, a treaty network with material exclusions, and a distinctive constitutional
arrangement giving a national authority binding force on questions of Sharia compliance for
financial instruments. Around it sits Islamic finance as a legal family, whose two governing
prohibitions produce a distinct instrument set; the relevant instrument here is the sukuk —
a certificate representing an interest in identified assets, issued through a special-purpose ve-
hicle, listed, and supervised by a named Sharia board. The distinction between asset-backed
and asset-based issues is what decides recovery, and it is described in Appendix A rather than
asserted here.

The relevant fact for the measurement is that this is a distinct funding perimeter: its investors,
documentation, regulators and domiciles differ from those of the Western syndicated loan
market, and a supervisory decision in one does not mechanically reach the other. Section 9
measures what that is worth and then argues against its own answer. Nothing in this paper
is a Sharia ruling or an evaluation of any doctrinal position; the Declarations state this and
Appendix A routes every doctrinal description to verification.

4.4 The disclosure position of all three

All three positions pass the premise of Section 3.8 on the source’s analysis, and the analysis
rather than the conclusion is what matters. The operating company exists because the oper-
ations are there and local law requires a local entity to conduct them; it employs people and
pays local tax on local profits; its existence is compelled rather than chosen. The regional
holding vehicle’s resident directors take the investment decisions, in the centre, on analysis
performed there, so a treaty benefit claimed on disclosed facts rests on a contemporaneous
file recording a commercial purpose independent of the benefit. A listed sukuk is among the
most disclosed instruments available: a public prospectus, a published pronouncement, iden-
tified assets, a named board, audited accounts and continuing exchange obligations. Nothing
in any of the three depends on an authority not knowing something.
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5. The constructed case, and two incompatible baselines

CONSTRUCTED CASE. Every fact is invented and is labelled as such at each point of use. The
case is the one carried through Series D and established in Curzi [2026h]: a dual national,
tax resident in one Gulf jurisdiction, with three heirs resident in three different jurisdictions,
one under a forced-heirship regime; manufacturing operations in one South-East Asian state,
a trading company in the Gulf, an intellectual-property portfolio, London commercial real
estate, and a listed-securities portfolio, with revenue arriving in five currencies.

jurisdiction share share?

UAE 29.1% 0.084681
Thailand 18.2% 0.033124
UK 16.4% 0.026896
Bermuda 13.6% 0.018496
India 11.8% 0.013924
Singapore 10.9% 0.011881
total 100.0% 0.189002

Naive HHI 0.189002, so 5.290949 effective jurisdictions. The bloc figure, however, depends
on a partition, and the source manuscript uses two different ones for the same six jurisdic-
tions. Both are reported here rather than one.

PARTITION A —— the perimeter test of CCP-052

BRIDGE (UAE + Singapore) 40.0% 0.160000
NONALIGNED (Thailand + India) 30.0% 0.090000
WEST (UK + Bermuda) 30.0% 0.090000
bloc-HHI = 0.340000 N = 2.941176

eta In(N) = 0.377583 h = -0.122417

PARTITION B —— as used in the

regional-leg chapter of the source

Gulf (UAE) 29.1% 0.084681
Asian (Thailand + India + Singapore) 40.9% 0.167281
Western (UK + Bermuda) 30.0% 0.090000

bloc-HHI = 0.341962 N = 2.924302

eta In(N) = 0.375569  h = -0.124431
The two partitions differ in exactly one assignment — whether the second Asian bridging
jurisdiction belongs with the Gulf bridge or with the non-aligned Asian row — and they give
N = 2.941176 against 2.924302 and h = —0.122417 against —(0.124431, a difference of
0.002014 in the balance. Section 12.12 records this as a discrepancy in the source. Partition
A is treated as canonical throughout this paper because it is the one derived from a stated
perimeter test with recorded evidence classes; Partition B is reported alongside every result
the source computed on it, so that the source’s own figures remain checkable.

The break-even effective count at the stated parameters is N* = ¢°-5/0-35 = 4,172734. Both
baselines are below it before any position in this paper is added, and both remain below it
after all of them.

6. Results: the currency allocation

6.1 The allocation, priced

Writing the hard-currency drag into the erosion term as d,; = 0.02 4+ 0.15w and holding
nln N = 0.377583, ) = 10 and C' = 0.30:
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w Oogr h cost as a % of the gain
0.0000 0.0200 —0.122417 0.00%

0.0500 0.0275 —0.197417 19.86%

0.1000 0.0350 —0.272417 39.73%

0.2000 0.0500 —0.422417 79.45%

0.251722 0.0578 —0.500000 100.00%

The proposed 10 per cent allocation costs 0.150000 of h, which is 39.73% of the entire diver-
sification gain of the designed structure. At w* = 0.251722 the balance is exactly —0.500000
— identical to the conventional four-entity, single-perimeter structure that Curzi [2026h] mea-
sures before any redesign. Every entity remains in place and the organisation chart still looks
correct. H1 is supported in the model.

-0.1 -
< 0.9 _\, 10% allocation:
S h =-0.272417, costing
= 39.73% of the gain
2 ()
o -0.3 -
=
2]
=
2 -0.4 -
o
72]

()
h =-0.500000: the whole gain cancelm
0.5

®.
w* = 25.1722% \

0 S 10 15 20 25 30
share of protected capital held in the local unit, 9

Figure 1: A local-currency allocation cancels the jurisdictional gain without touching
the effective bloc count: h falls linearly at 1.5 per unit of allocation, reaching the pre-
redesign value of -0.500000 at 25.1722 per cent. Modelled with a constructed 15 per
cent annual hard-currency drag written into the erosion term as delta = 0.02 + 0.15w,
atetaln N =0.377583, Q =10 and C = 0.30; script figs/src/CCP-059_fig@1l. py.

The answer would be no at a 5 per cent allocation too, because the same table shows a 5
per cent allocation costing 0.075000, which is 19.86% of the gain, for a yield that Section 6.3
shows is very likely negative in the group’s reporting currency in any case.

6.2 Dwell, and the transit-versus-store result

Erosion per pass, dn/365:

average dwell drag 15%/yr drag 25%/yr drag 40%/yr

1 day 0.041% 0.068% 0.110%
7 days 0.288% 0.479% 0.767%
30 days 1.233% 2.055% 3.288%

90 days 3.699% 6.164% 9.863%
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average dwell drag 15%/yr drag 25%/yr drag 40%/yr
180 days 7.397% 12.329% 19.726%

At a seven-day dwell, even a 40 per cent annual currency drag costs 0.767% per pass, which is
a transaction cost of the same order as a bank spread. At a one-hundred-and-eighty-day dwell
the same currency costs 19.726%, which is a loss of capital. The currency did not change. The
policy did. H2 is supported in the model.

The comparison that carries the result is between the cells rather than within them: a 15 per
cent drag held for six months costs nearly ten times what a 40 per cent drag held for a week
costs. A structure that fixes its dwell policy has done more about currency risk than one that
changes currency.

6.3 Nominal against real, and compounding

The convention of Section 3.4 applies: A is the proportional rise in units of local currency per
unit of hard currency, so 7y, = (1 4+ rpom) /(1 + A) — 1.

nominal return A  return in hard-currency terms

0% 20% —16.67%
20% 20% 0.00%

40% 35% +3.70%
45% 50% —3.33%
50% 60% —6.25%

A 50 per cent nominal return is a 6.25 per cent loss when the exchange rate rises 60 per cent,
and the first number is the one that appears in the marketing. These combinations are con-
structed illustrations and not observed periods.

Compounding, (1 — d)k — 1, is where a manageable annual drag becomes a structural loss:

annual hard-

currency drag 3 years 5 years 10 years

—5% —14.26% —22.62% —40.13%
—10% —27.10% —40.95% —65.13%
—15% —38.59% —55.63% —80.31%
—20% —48.80% —67.23% —89.26%

At a 15 per cent drag a local-currency position loses 55.63% of its hard-currency value in five
years and 80.31% in ten. The three-year cell in that row is printed as —38.61% in the source;
0.853 — 1is —0.385875, so the correct figure is —38.59%, and Section 12.12 records it.

A compounding drag is exactly a multiplicative process, which is where Peters [2019] bites:
the expected value of such a process and the time average a single holder experiences are
different objects, and every figure in this section is the second rather than the first. That is
the favourable direction — a time average is the honest quantity for a single structure — but
it must be said which one is being reported.
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Figure 2: Dwell, not the depreciation rate, decides whether a weak currency is a trans-
action cost or a capital loss: at seven days a 40 per cent annual drag costs 0.767 per
cent per pass, while at 180 days a 15 per cent drag already costs 7.397 per cent. Com-
puted as d n/ 365 from the constructed drag rates; script figs/src/CCP-059_fig@2.py.

7. Results: the operating leg, tested against its own bloc arith-
metic

7.1 The component that survives on its own merits

The operating component is justified without reference to currency, tax or geopolitics:

EU-facing share of group revenue 30.00%
constructed average duty avoided under the customs

union for industrial goods 4.50%
saving as a share of total group revenue 1.35%

That is a tariff and logistics decision of the same kind any plant location is, and it is subject to
rules of origin the group does not control: if insufficient processing occurs locally, the 1.35%
is not available and the operating case collapses entirely. The duty rate and the qualifying
rules are constructed and uncited; Appendix A lists them.
The entity’s job vector is (H, O, B) = (0.02,0.98,0.00):

S = 0.0004 + 0.9604 + 0.0000 = 0.9608

effective jobs = 1 / 0.9608 = 1.0408 SPECIALIST
The purest entity in the architecture, and deliberately so. The status of that figure is the one
Curzi [2026]] states: the job vector is assigned rather than measured, treated as ratio-scale,
and never tested against the conjoint conditions [Michell, 1997, Luce and Tukey, 1964]. The
ordering survives; the magnitude does not.

7.2 H3 is not met

Suppose the operating leg grows to carry 8 per cent of the structure, with the existing alloca-
tions diluted proportionally. Score the new jurisdiction in the bridge row, on the ground that
a perimeter a state can be pressured into joining is not an independent one:

UAE 26.772 Thailand 16.744 UK 15.088 Bermuda 12.512
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India 10.856 Singapore 10.028 new leg 8.000 (sums to 100.0%)

blocs BRIDGE 44.800 NONALIGNED 27.600 WEST 27.600
bloc-HHI = 0.200704 + 0.076176 + 0.076176 = 0.353056
EFFECTIVE BLOCS N = 2.832412 against 2.941176 before
And the alternative scoring, treating the new jurisdiction as half-Western on account of its
alliance membership and its customs union:
blocs BRIDGE 40.800 WEST 31.600 NONALIGNED 27.600
bloc-HHI = 0.166464 + 0.099856 + 0.076176 = 0.342496
EFFECTIVE BLOCS N = 2.919742 still below 2.941176
On both scorings, adding the leg as a balance-sheet allocation makes the structure less diver-
sified, because its share lands in a row that is already the largest. H3 predicted the opposite
and is reported here as not met. The result is one the source manuscript did not want and it
is the correct one.

2941176
baseline, no leg - °
[
2.832412 :
leg in the bridge row - | :
[
[
2.919742 1
leg scored half-Western - Aﬁl
[

:baseline

[

2.80 2.85 2.90 2.95

effective bloc count N

Figure 3: The operating leg lowers the effective bloc count it was proposed to raise:
2.832412 when its share is scored into the bridge row and 2.919742 on the more gen-
erous scoring, against a baseline 0f 2.941176 on both. Measured from the constructed
share vectors of Section 7.2; the axis is truncated to resolve differences in the third
decimal, and a dot plot is used rather than bars for that reason. Script figs/src/CCP-
059_fig03. py.

The failure also identifies exactly what would have to change for the answer to differ. The
leg would improve NN only if its share came out of the bridge row rather than being added
to it — that is, by displacing existing bridge share rather than supplementing it. That is a
decision about the bridge layer and not about the new jurisdiction at all, which is the kind
of conclusion a measurement produces and an argument does not. Curzi [2026Kk] reports the
same sign on a different pair of additions: two Gulf additions raise the naive effective count
from 5.29 to 7.13, an increase of 34.8 per cent, while the effective bloc count falls from 2.94 to
2.84, a decrease of 3.4 per cent — more jurisdictions, less independence.

7.3 The honest accounting of a leg that helps one term and hurts another

The operating leg improves the input side of the storage law, because cheap genuine substance
lowers C, and it very slightly worsens V. Those are different terms in the same equation and
it is entirely coherent for a decision to help one and hurt the other. What is not coherent is to
claim both, which is what the bundled proposal did.
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component decision basis

operating company yes customs-union saving of
1.35% of group revenue,
subject to verified rules of

origin
job assignment OPERATING vector (0.02,0.98,0.00),
1.0408 effective jobs
local-currency balance-sheet no a 10% allocation costs 39.73%
position of the diversification gain
maximum local balance 60 days of local operating at a 40% drag a 60-day
expenditure balance erodes 6.58% per
turn
maximum average dwell 7 days 0.767% per pass at a 40% drag
bridging role not yet and only by displacing

bridge-row share, never by
adding to it

real estate operating premises only sized as a local-currency
asset

8. Results: the regional leg’s cost ceiling

8.1 The gain

On Partition B, which is the partition the source computes this case on:
AS FOUND
naive HHI = 0.189002 —> 5.290949 effective jurisdictions
bloc shares Western 30.0 | Gulf 29.1 | Asian 40.9
bloc-HHI = 0.341962 - N = 2.924302 n(N) = 1.073056
h =0.35 x 1.073056 - 0.02 x 10 - 0.30 = -0.124431

WITH THE REGIONAL LEG

UAE 27.0 Thailand 16.0 UK 14.0 Bermuda 11.0 India 10.0

Singapore 9.0 Mauritius 8.0 Kenya 5.0

naive HHI = 0.157200 —> 6.361323 effective jurisdictions

bloc shares Western 25.0 | Gulf 27.0 | Asian 35.0 | African 13.0

bloc-HHI = 0.274800  —-> N = 3.639010 n(N) = 1.291712

eta x d In(N) = 0.35 x 0.218656 = 0.076530
Effective blocs rise from 2.924302 to 3.639010 and Western-perimeter exposure falls from
30.0 per cent to 25.0 per cent. The entire benefit of the leg, in the units of the storage law, is
0.076530.
On the canonical Partition A the same reallocation gives bloc shares BRIDGE 36.0 | NON-
ALIGNED 26.0 | WEST 25.0 | AFRICAN 13.0, so bloc-HHI 0.276600, N = 3.615329 and a gain
of 0.072231 — 5.6 per cent smaller. Both are reported; Section 12.12 records that the source
computes only the first and does not say the result depends on the partition.

8.2 H4 is not met at the cost proposed

A fully substantiated regional holding vehicle with resident directors, local board meetings,
a local principal bank account and a local audit is not a cheap object, and neither is an oper-
ating group with local counsel, local audit, transfer-pricing documentation for a cross-border
supply chain, and the compliance overhead of a jurisdiction under heightened monitoring.
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Assume — a constructed assumption and not a quotation — that the incremental all-in an-
nual maintenance raises C' from 0.30 to 0.38.

0.35 x 1.291712 - 0.02 x 10 - 0.38

0.452099 - 0.200000 — 0.380000

-0.127902

h(with the regional leg)

baseline (Partition B) -0.124431

Against the baseline, the regional leg made the structure worse. The diversification gain of
0.076530 was smaller than the maintenance increment of 0.080000, and the result is more
jurisdictions, more filings, more counsel, a higher effective bloc count, and lower surplus. H4’s
criterion was fixed in advance — incremental cost below 0.076530 — and it was not met.
the regional leg is worth building if and only if
incremental C < 0.076530

against an existing maintenance budget of C = 0.30, that is a
ceiling of 25.51% of the entire existing compliance cost base
(24.08% on the canonical partition)

-0.050 -
= -
° -0.075
E * olding layer only
< -0.100 - ™NQ087902
o] baseline h =-0.124431, g
I O B T S B L
% ceiling 25.51% of C th layers charged
5 -0.150 - -
wn
-0.175 -
'0200 A 1 I 1 1
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incremental maintenance cost, per cent of C

Figure 4: The regional leg’s whole case is a cost ceiling: at the proposed incremental
maintenance of 0.08 the surplus balance falls from -0.124431 to -0.127902, and only
at 0.04 — the holding layer alone, correctly attributed — does it rise to -0.087902.
Computed from the Partition B measurement with eta In N = 0.452098; the ceiling is
the gain 0.076530, which is 25.51 per cent of C = 0.30. Script figs/src/CCP-059_fig@4. py.

This is the sharpest local form of the corpus’s own companion result: diversification raises
the ceiling, it does not pay the bill, and a bloc gain bought at too high a maintenance price
is a loss. Curzi [20261] states the same inequality for a marginal leg whose classification is
uncertain, where the position is worth nothing at any probability once its incremental cost
exceeds 0.0267305, 8.9 per cent of the group’s entire maintenance budget.

8.3 Three things that change the answer, and one that reverses it

Size. The 0.076530 gain is a function of shares rather than of absolute capital, while the cost
islargely fixed. Double the group with the same share vector and the gain doubles in absolute
terms while C barely moves. There is a threshold below which the leg cannot be justified and
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above which it obviously can, and the ceiling above is how to find it.
Cost attribution, which reverses the decision. In the constructed case the operating company
is not optional: the group is buying a distribution business with employees, warehouses, li-
cences and local banking, and local law requires a local entity to hold it. That cost belongs to
the acquisition and not to the structuring. Re-running with only the incremental holding-layer
cost — an assumed 0.04 rather than 0.08:

h = 0.35 x 1.291712 - 0.02 x 10 - 0.34
0.452099 - 0.200000 - 0.340000
-0.087902 against a baseline of -0.124431
which beats the baseline by 0.036529. Correct cost attribution flips the decision, and mis-
attribution is the commonest analytical error in this field. Charge to the structure only the
costs the structure causes.
Whether a treaty benefitis real, and which term it enters. Nothing above includes a tax saving,
deliberately. If a treaty reduces withholding relative to the domestic rate, that is a reduction
in § — the erosion term — and not an increase in In /N. They are different terms in the law
and must not be added together as though they were the same thing. Curzi [2026j] prices the
corresponding move on the substance side and gives the cost multiples exactly: 5,350 against
1,550 index units, a factor of 3.45, for a pure equity-holding entity, and 19,350 against 1,550, a
factor of 12.48, for a relevant-activity entity, with break-even at USD 7,740,000 of held value
at 25 basis points. A substance requirement and a treaty benefit are two halves of the same
invoice.

9. Results: funding-source independence

9.1 The funding book as found

The instrument is defined over shares and is pointed here at the liability side, measuring how
many independent funding perimeters the group actually has.

lender share share? perimeter

Bank A 40.0% 0.160000 Western
Bank B 25.0% 0.062500 Western
Bank C 20.0% 0.040000 Western
BankD 15.0% 0.022500 Western
total 100.0% 0.285000

naive HHI = 0.285000 —-> effective lenders = 3.508772

perimeter HHI = 1.000000 —> EFFECTIVE FUNDING BLOCS = 1.000000

1n(1.000000) = 0
Four lenders, one perimeter, and the same exact zero Curzi [2026h] finds on the asset side. A
supervisory instruction, a de-risking decision or a designation affecting Western bank lending
to a South-East Asian manufacturer reaches all four at once, because they share supervisors,
share correspondent networks and read the same guidance. The group has diversified its
lenders and not its funding.

9.2 The redesigned book, and the metric that moves the wrong way

The refinancing replaces the single syndicate with four tranches in four perimeters:
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tranche share share? perimeter
Western syndicate, 45.0% 0.202500 Western
reduced
listed sukuk issue 25.0% 0.062500 Islamic capital
markets

Gulf institutional 20.0% 0.040000 Gulf institutional
agency
onshore local- 10.0% 0.010000 Asian non-aligned
currency facility
total 100.0% 0.315000

naive HHI = 0.315000 -> effective sources = 3.174603

perimeter HHI = 0.315000 —-> EFFECTIVE FUNDING BLOCS = 3.174603

1n(3.174603) = 1.155183 eta 1n(N) = 0.404314

Effective sources FELL, from 3.508772 to 3.174603, while effective funding blocs ROSE from
1.000000 to 3.174603. The conventional metric got worse and the real one went from zero to
something. This is the mirror image of the asset-side finding of Curzi [2026h] and it is worth
dwelling on: a treasurer optimising lender count would reject this refinancing.

9.3 The correlation adjustment, applied against this paper’s own result

The whole correction of Curzi [2026h] is that shares sharing a coordination mechanism must
be collapsed before squaring, and intellectual honesty requires applying it to this paper’s own
answer. Are the sukuk tranche and the Gulf agency tranche independent?

Partly. They have different investors, different documentation, different regulators and dif-
ferent domiciles. But both draw on one pool of institutional liquidity, and a severe contraction
in that pool would reach both. The conservative reading collapses them:

Western 45.0 | Islamic (sukuk + agency) 45.0 | Asian 10.0

perimeter HHI = 0.202500 + 0.202500 + 0.010000 = 0.415000

EFFECTIVE FUNDING BLOCS = 2.409639

1n(2.409639) = 0.879477 eta 1n(N) = 0.307817

The honest answer is a range: effective funding blocs between 2.409639 and 3.174603, not a
point estimate. Reporting the flattering figure alone would be exactly the error the instrument
exists to correct. Both ends of the range are far better than 1.000000, which is the finding that
matters.

9.4 What it is worth, with the caveat stated first

The caveat comes first because it governs everything after it. The storage law was speci-
fied over protected capital and its coordination perimeters, and applying its surplus term to
funding-source perimeters is an extension by analogy and not a derivation. The robust part
of this section is the concentration arithmetic, which is definitional; the h figures below are
indicative of magnitude and should be read as such.

conservative: 0.35 x 0.879477 = 0.307817

optimistic: 0.35 x 1.155183 = 0.404314

Against that sits the cost. The Islamic tranches carry a permanent governance layer:
supervisory-board fees, a compliance audit, structuring counsel with the relevant expertise,
asset identification and maintenance for the sukuk, a listing, and purification procedures.
Assume — a constructed assumption — that this adds 0.10 to C. Against a conservative sur-
plus gain of 0.307817 that is clearly worth doing: the incremental cost would have to exceed
0.307817 to destroy value.
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Figure 5: Diversifying lenders and diversifying funding are different operations: the
as-found book reads 3.508772 effective lenders and exactly 1.000000 effective funding
perimeters, while the refinancing lowers the naive count to 3.174603 and raises the
perimeter count to between 2.409639 and 3.174603. Measured from the constructed
share vectors of Sections 9.1 to 9.3; the range is the honest correlation adjustment
applied against the paper’s own result. Script figs/src/CCP-059_fig@5. py.
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The contrast with Section 8 is the finding. There, a jurisdictional leg raised effective blocs
by 0.714708 and failed on cost, because jurisdictional diversity requires paying for courts,
counsel, substance and filings in each additional jurisdiction. Here, funding diversity raised
effective blocs by at least 1.409639 at roughly a quarter more cost, because a funding tranche
carries transaction cost rather than permanent jurisdictional overhead.

assumed incremental cost per unit of

axis effective blocs bought cost effective bloc
jurisdictional, 0.714708 0.080000 0.111930
regional leg

funding, conservative 1.409639 0.100000 0.070940
reading

funding, optimistic 2.174603 0.100000 0.045986
reading

Diversifying liabilities is cheaper per unit of effective bloc than diversifying jurisdictions, and
a designer working under a maintenance-cost constraint should look at the liability side first.
HS5 is supported in the model. That conclusion falls out of the arithmetic rather than from a
preference, and it is the most useful thing in this paper.

10. Discussion

10.1 What follows

Three of the four measurements went against the position being examined, and that pattern
is the paper’s substantive claim. A currency allocation proposed for yield cancels the juris-
dictional gain; an operating leg proposed for diversification lowers the effective bloc count;
a regional leg proposed as an improvement fails on its own invoice. In each case the failure
was invisible from inside the proposal and visible from the equation, because each proposal
was argued on one term of the law while its cost landed on another.

Erosion is the term the field under-measures. J is where currency drag, treaty leakage, tax
friction and trust decay all arrive, and none of those appears on an organisation chart. Curzi
[2026d] makes the same point on a different input, and the shared structure is that the input
side of the surplus law is bounded by a logarithm while the erosion side is linear in the stock:
a bad enough ¢ beats any achievable /V. The measurement in Section 6 is that statement with
numbers on it — a slope of 1.5 per unit of allocation against a total available gain of 0.377583.

A bundle must be unbundled before it can be priced. The three-component proposal of Sec-
tion 7 contained one good component and two bad ones, and its persuasive force came en-
tirely from being presented as one decision. Pricing each component against the same law is
what separated them, and there is nothing clever about it beyond the discipline of refusing to
evaluate a bundle.

And the liability side is cheaper than the asset side. That is the one result here that points
at something to do rather than something not to do, and it falls out of a cost comparison
rather than a preference: a funding tranche carries transaction cost, a jurisdiction carries
permanent overhead.

10.2 What does not follow

None of these results says a jurisdiction, a currency or a funding market is good or bad. They
say what a constructed share vector and a constructed cost model imply at stated parameters.
Change 7) from 0.35 to 0.50 and the break-even count falls from 4.172734 to 2.718282, below
the designed structure’s 2.941176, and every conclusion about sufficiency reverses.
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The failed hypotheses do not say the positions are worthless. H3 failed and the operating leg
still stands, on a tariff argument the concentration instrument does not measure. H4 failed
at the cost proposed and succeeded at the cost correctly attributed. A measurement that kills
the stated reason for a decision while leaving a different reason standing is doing its job.

The funding result is not a derivation. Section 9.4 states this and it is repeated here because it
is the most likely thing to be over-read from this paper: the concentration arithmetic on the
liability side is exact, and the surplus figures attached to it are an analogy.

And nothing here is an empirical result. Every figure is exact arithmetic on stipulated inputs.
The paper cannot be wrong in the way a measurement can be wrong, and that is a weakness
rather than a strength.

10.3 Parallel results in the corpus

Curzi [2026g] establishes a conservation result of a kind this paper does not have and would
benefit from: the sum of drives b, = 7,F’ — ¢; is exactly invariant under any transfer of
cost among participants, verified at +0.643688229683 and +1.268940530229 with resid-
ual exactly zero. The corresponding statement here would be that moving maintenance cost
between the acquisition and the structure leaves some group-level quantity fixed — and Sec-
tion 8.3 shows that it does not, because the two are charged against different balances. The
absence of a conservation law is the honest reading and Section 12.4 states it.

Curzi [2026€] and Curzi [2026f] supply structurally parallel results in a different domain and
are cited as parallels rather than as support. The minimum sustainable frequency =

min
ke2¢/" with the trichotomy in which f greater than, equal to or less than f,;, corresponds to
(), greater than, equal to or less than zero, is the same cost-against-conversion threshold this
paper writes as AC' < 1 Alln N, with the cost-to-efficiency ratio in an exponent rather than
on the other side of an inequality. And the opposition identity u = 1 — p2, which depends
only on |p| so that p = +1 and p = —1 both giveu = 0, F' = O and f,, = k = 0.4834,
is the same insensitivity to sign that makes a perimeter collapse indifferent to whether the
members coordinate cooperatively or antagonistically. Neither is evidence for anything here.

11. Failure modes

Eleven failure modes are recorded, each with the measurement that detects it.

1. Holding anything in the depreciating unit. Detected by Section 6.1: any w > 0 costs 1.5w
of balance at a 15 per cent drag.

2. Confusing nominal returns with real ones. Detected by Section 6.3 and by the convention
statement of Section 3.4, without which the same words give answers 33.75 percentage points
apart.

3. Retaining earnings by default. A balance that is not swept is an allocation nobody decided
to make. Detected by the dwell measurement.

4. Drafting in a foreign currency without checking the local denomination rules. The source
records that a group which has correctly decided to price everything in hard currency can find
that a particular domestic contract may not be. This is the failure mode with no arithmetic
attached, and it is listed because it is the one most often missed.

5. Assuming security-alliance membership implies Western banking treatment. Detected by
measuring correspondent access rather than treaty membership.

6. Assuming non-participation in a designation regime implies immunity from it. The perime-
ter test asks what a decision reaches, not who signed what.

7. Counting a pressurable state as an independent perimeter. Detected by Section 7.2: both
scorings lower V.

8. Buying an asset for a collateral benefit. Detected by pricing the two decisions separately,
which is the whole method of Section 7.
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9. Relying on foreign judgment enforcement where arbitration is the available route.
Recorded rather than measured; United Nations [1958] is the instrument and Born [2021]
and van den Berg [1981] the standard treatments.

10. Underbuilding the compliance function. A permanent addition to C' that does not fall
away when the circumstances that caused it do, because institutional memory in correspon-
dent banking is long.

11. Sizing the opportunity from the headline and the risk from the average. The general form
of failure modes 1, 2 and 8 together, and the reason every table in this paper prints both ends
of every range.

12. Verification and rigour audit
The results are decomposed into postulates that can be checked one at a time. Each is atomic,

each carries a status, and the compounding chains name what each step consumes. If drop-
ping a postulate leaves a result standing, it is not listed.

12.1 Dimensional audit

symbol quantity dimension unit status
S; exposure share 1] dimensionless  defined; sums to
1by P1
HHI concentration 1] dimensionless  derived from
index shares
N effective blocor  [#], a count blocs, derived as
perimeter count perimeters HHI !
In N surplus term 1] nats derived
argument
Q protected capital  [C] index units defined; no
operational unit
is supplied by
the source
00s Oesr erosion rate [T—1] per period assumed
d hard-currency [T per year assumed
drag rate (constructed)
w share of Q in the  [1] dimensionless  assumed
local unit (constructed)
n dwell before val days assumed
conversion (constructed)
C,AC maintenance cost [C'T 1] index units per  assumed
flow and its period
increment
n conversion [CT~!]pernat index units per  assumed
efficiency period per nat
h surplus balance [C T index units per  derived
period
T nome D nominal return,  [1] dimensionless,  assumed
exchange-rate rise per period (constructed)
S job-concentration [1] dimensionless derived from a
index job vector

Does §,;; = 0 +dwbalance? & carries [T ~1]; d carries [T~1]; wis dimensionless. It balances
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only if d is expressed per the same period as J,. Every figure in Section 6 uses annual rates
for both, and the source is silent on the period of J; this paper assigns “per year” explicitly
rather than assuming it, and records that assignment as its own.

Does the erosion-per-pass formula balance? dn/365 multiplies a per-year rate by days di-
vided by days per year, giving a dimensionless fraction. It balances, and it is the one place in
the paper where a unit conversion does real work: a drag quoted per year and a dwell quoted
in days cannot be combined without it, and combining them wrongly is the commonest arith-
metic error in this material.

Where no operational unit exists, this audit says so. () is protected capital in index units and
no conversion to currency is supplied anywhere in the corpus. Every figure in C' and £ is
therefore in an arbitrary scale fixed by the stated parameters. The effective counts, the cost
ceilings expressed as percentages of C', and w* are all unit-free and survive this; the statement
that A is —0.127902 does not mean anything until the index unit is defined, and it is not.

12.2 Significant figures and epistemic status

« N = 2941176, 2.924302, 2.832412, 2.919742, 3.639010, 3.615329, 3.508772,
3.174603 and 2.409639 are exact arithmetic on the stated shares, being reciprocals of
exact rationals. Their inputs are constructed and exact as stated.

« w* = 0.251722 is exact given the parameters, being 0.377583/1.5. The source rounds
it to 25.17 per cent and then describes the resulting balance as exactly —0.500000; at
w = 0.2517 the balance is —0.499967. Section 12.12 records it.

* The cost ceilings 0.076530 and 0.072231 are exact given the parameters and the parti-
tion, and the parameters are assumed rather than estimated.

* The drag, dwell, maintenance and duty figures are constructed model parameters, and
every quantity derived from them is illustrative model output. Six digits on —0.127902
are defensible only because the inputs are exact by stipulation.

* No quantity in this paper is a fitted or measured estimate, so no uncertainty interval is
reported anywhere. That is not precision,; it is the absence of empirical content.

One constant appears at fifteen figures through an internal citation and its status must be
stated. Curzi [2026e] carries f.. = ke®®/" with k = 0.483425732088414 Hz. k =

min
(9/8)?/? is a DEFINED constant — an exact ratio of exact quantities — and its fifteen fig-
ures are legitimate for that reason and no other. Attaching Hz to it is a separate and much
stronger claim than computing it, and that attachment is POSTULATED. Because ¢ appears,
Markowsky [1992] is cited: the golden-ratio literature is the most heavily over-claimed in

mathematics and the corrective is not optional. Nothing in this paper depends on k.

12.3 Limits and boundary behaviour

limit behaviour reading

w — 0 h — h(0) no allocation, no drag

w—1 h — h(0) — dQ the whole stock in the local
unit; atd = 0.15, h =
—1.622417

d—0 h(w) — h(0) for all w a stable currency has no
allocation cost

d — 00 w* — 0 at unbounded drag no
allocation is admissible

n—0 erosion — 0 instantaneous conversion
has no cost

n — 365 erosion — d a receipt held a year loses the

whole annual drag
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limit behaviour reading
n > 365 erosion > d, outside the the linear form is valid only
domain on [0, 365]

AC =0 build the leg always a free leg is always worth
having

AInN — 0 no cost is admissible a leg buying no
independence is never worth
anything

N — 17 h— —(6Q + C) one perimeter pays the
whole bill out of stock

N — o0 h — oo logarithmically a defect of the model, not a
result

Three of these are constraints on the domain rather than results. The dwell model is linear
and therefore invalid above a year. The drag model is linear in w and therefore assumes the
drag does not itself depend on the size of the allocation, which for a holder large relative to the
market it would. And the surplus law grows without bound in In NV, which the empirical liter-
ature contradicts: Uzzi and Spiro [2005] finds the relation between diversity and performance
turning over rather than rising, May [1972] showed that increasing diversity and connectance
destabilises randomly assembled systems, and Sagan [1993] documents redundancy creating
new failure modes rather than removing them. The model’s domain is small /V and every
prescription here is confined to it.

And 0 — 0 is a pathology rather than an ideal, since nothing then ever decays out of the stock
and any positive nln N exceeding C' accumulates without bound. Curzi [2026a] states the
contraction property that makes § > (0 necessary: the map is Lipschitz with modulus 1 —d, so
a strictly positive J is what gives a unique start-independent fixed point at Q* = (nS—C)/é.

12.4 Invariance

Every effective count here is invariant under relabelling and under any rescaling of the un-
derlying exposures that preserves the share vector. Doubling every exposure in currency
terms leaves every s, unchanged and therefore leaves HHI, N and In NV unchanged. Tested
at how many scales? Four — the six-, seven-, eight- and four-element vectors reported here.
The invariance is algebraic, not empirical, and no claim of empirical scale-freedom is made.
w* is not invariant under a change in the drag, since w* = nIn N/(dQ): halving the drag
doubles the admissible allocation. The result “a 10 per cent allocation costs 39.73 per cent
of the gain” is therefore a statement about a 15 per cent drag and about nothing else, and a
reader with a different drag should recompute rather than quote.

Nothing is invariant under regrouping, which is the content of the perimeter collapse rather
than a defect — and Section 5 shows exactly what it costs, since two defensible partitions of
the same vector give 2.941176 and 2.924302.

What is conserved, and in what units. Mirowski [1989] shows that the characteristic failure
of this genre is borrowing the notation of a conserved quantity without the conservation law
that gave it content. The objection is met here and the answer is short. The conserved quantity
is the exposure share vector, ZZ $; = 1 exactly and dimensionless, and it is that constraint

and nothing else that bounds the index. () is a stock with no stated conservation law and
no operational unit, and this paper claims none for it. Cartwright [1999] supplies the disci-
pline that makes a partial answer respectable: state the arrangement within which the law is
claimed to hold. The arrangement claimed here is a normalised exposure vector partitioned
into disjoint perimeters, and nothing outside it. Kirman [1992] is the objection that is not
met: one (), one d and one C' are written for a heterogeneous structure, and a representative
parameter for a heterogeneous group generally does not exist.
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12.5 Analogy discipline

borrowing source category justification

Hill numbers, order  Hill [1973], Jost [2006] 1 — derivation HHI ' is 2D; an

2 identity

numbers-equivalent
reading

effective number of
parties

portfolio variance

In N as entropy

the surplus term
over funding
perimeters

currency drag as an
erosion term

threshold and
tipping

frozen regions

Adelman [1969]

Laakso and Taagepera [1979]

Markowitz [1952]

Shannon [1948]

Curzi [2026a]

Curzi [2026a], Curzi [2026d]

Granovetter [1978], Schelling
[1971]

Castellano et al. [2000]

1 — derivation

1 — derivation

1 — derivation

2 — shared
form

2 — shared
form

2 —shared
form

2 —shared
form

2 — shared
form

elementary and
provable in two
lines

the same formula
on a different
share basis

the exposure
vector genuinely is
a weighted sum of
shocks with a
correlation matrix
Shannon entropy
in nats,
dimensionless, and
not
thermodynamic
entropy

the storage law
was specified over
protected capital;
the concentration
arithmetic
transfers and the
surplus figures do
not

a modelling choice,
not a derivation: a
depreciating unit
and a decaying
stock share a
functional form
the perimeter
collapse has the
shape of a
threshold model,;
no threshold
distribution is
estimated

a perimeter is
structurally a
frozen region; no
interaction
dynamics are
claimed
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borrowing source category justification

coupled-network Buldyrev et al. [2010] 2 — shared lenders have not

fragility form been shown to
satisfy the
percolation

premises; only the
structural property
is used

qualitative
organisational
theory, never a
formal result

normal accidents Perrow [1984] 3 — framing

The failure mode this table exists to preventisletting a category-2 borrowing carry a category-
1 result’s authority, and the sharpest instance in this paper is the funding-side surplus figure,
which the source itself flags and which Section 9.4 flags again.

12.6 Model comparison, and why none was performed

Nothing here is fitted: no estimated parameter, no held-out sample, no information criterion,
no matched null, because there is no data. A model with more parameters that fits better has
not been shown to be better, and a model with no data has not been shown to be anything.
Durlauf [2005] asks for the prediction only this model makes, and this paper makes none: any
correlation-aware concentration measure and any cost-aware decision rule would produce

the same results.

12.7 Postulates

P statement status

P1 exposure shares are non- DEFINITION
negative and sum to 1

P2 HHI = ZZ SZ2 and the DEFINITION (CCP-052)
effective count is its
reciprocal

P3 units inside one coordination POSTULATED (the perimeter
perimeter act on one decision hypothesis of CCP-052)

P4 the surplus law is h = DEFINITION (modelling
nin N —6Q — C choice, CCP-A02, CCP-007)

P5 n = 0.35, 6; = 0.02, Q = 10, POSTULATED (fixed in
C =0.30 advance)

P6 a hard-currency drag enters POSTULATED (modelling
as Oy = 0 + dw choice)

P7 receipts arrive uniformly and POSTULATED (modelling
dwell for a common time n choice)

P8 Thara = (1 =+ Tpom ) /(1 + DEFINITION (convention,
A) — 1, with A the rise in stated here)
local units per hard unit

P9 the incremental maintenance POSTULATED (constructed)

of the regional leg is 0.08, or
0.04 for the holding layer
alone



Psychological and Sociological Physics - The Creature Comforts Corpus

27

P10

statement

status

the surplus term may be read POSTULATED (extension by

over funding perimeters

analogy; not a derivation)

12.8 The chain that establishes the allocation and dwell results

step
L1

L2

L3

L4

L5

R1

R2

R5

consumes

P1, P2

L1

L2, P4, P5

P6

L4, P5

L3, L5

P7

P8

statement

bloc-HHI =
0.160000 +
0.090000 +
0.090000 =
0.340000

N =2.941176 and
In N = 1.078810
nln N = 0.377583
and h(0) =
—0.122417

h(w) = h(0) — dQuw,
linear with slope
—dQ

atd = 0.15and Q =
10 the slope is —1.5
w* =

0.377583/1.5 =
0.251722 gives h =
—0.500000; w =
0.10 costs 0.150000,
39.73% of the gain
erosion per pass =
dn/365: 0.767% at
d=0.40andn =T,
19.726% atn = 180
1.50/1.60 — 1 =
—6.25%; 0.85° —

1 = —55.63%;
0.8510 —1 =
—80.31%

12.9 The chain that establishes the two failed hypotheses

step
M1

M2

consumes

P1, P2, P3

M1

statement

diluting by 0.92 and
adding an 8.0% leg to
the bridge row gives
bloc-HHI 0.353056
N = 2.832412,
below the baseline
2.941176

status

ARITHMETIC

ARITHMETIC

ARITHMETIC

ARITHMETIC

ARITHMETIC

ARITHMETIC

ARITHMETIC

ARITHMETIC

status

ARITHMETIC

ARITHMETIC — H3
falsified
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step consumes statement status

M3 P1, P2, P3 on the half-Western ARITHMETIC — H3
scoring, bloc-HHI falsified again
0.342496 and N =
2.919742

M4 P1, P2 the regional ARITHMETIC

reallocation gives
bloc-HHI 0.274800

on Partition B, so

N = 3.639010

M5 M4, P4, P5 nAln N =0.35 x  ARITHMETIC
0.218656 =
0.076530

M6 M5, P9 at AC = 0.08 > ARITHMETIC — H4
0.076530, h = falsified

—0.127902 against a
baseline of
—0.124431
R3 M2, M3 both scorings of the ~ ARITHMETIC
operating leg fall
below the baseline
count
R4 M5, M6, P9 the ceiling is ARITHMETIC
0.076530, 25.51% of
C;at AC = 0.04,
h = —0.087902

12.10 The chain that establishes the funding result

step consumes statement status

K1 P1, P2 four lenders at ARITHMETIC
40/25/20/15 give
HHI = 0.285000 and
3.508772 effective
lenders
K2 K1, P3 one perimeter gives  ARITHMETIC
HHI = 1.000000 and
N = 1.000000
exactly
K3 P1, P2 four tranches at ARITHMETIC
45/25/20/10 give
HHI = 0.315000 and
3.174603
K4 K1, K3 the naive count falls ARITHMETIC
3.508772 —
3.174603 while the
perimeter count rises
1.000000 —
3.174603
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step
K5

R6

consumes statement status

P1, P2, P3 collapsing two ARITHMETIC
tranches gives HHI =
0.415000 and N =
2.409639

K4, K5, P10 effective funding ARITHMETIC for the
blocs lie between counts, POSTULATED
2.409639 and for h

3.174603, with
nln N of 0.307817
and 0.404314

R6’s two halves have different statuses and the row says so. The counts are exact; the surplus
figures rest on P10, which is an extension by analogy.

12.11 Cross-checks performed

Every exposure vector was summed: the diluted seven-element vector totals 1.000000
exactly, as do all four others.

s?nax < HHI < s, holds on every vector: 0.084681 < 0.189002 < 0.291000 on the
baseline and 0.160000 < 0.285000 < 0.400000 on the as-found funding book.

The effective-count ceiling s, is respected in every case: 3.508772 < 6.2500 on the
funding book and 5.290949 < 11.8090 on the baseline.

w* was obtained both by solving h(w) = —0.5and by ln N /(d@), and the two agreed
to twelve decimal places.

Every compounding cell was recomputed as (1 — d)’~C — 1; eleven of twelve reproduced
and the twelfth is recorded in Section 12.12.

Every perimeter HHI was recomputed by summing shares within perimeters before
squaring, and independently as an explicit double sum ZZ Zj 5;5;p;; With p the block

matrix of ones; the two agreed to twelve decimal places.

12.12 Discrepancies found in the source, printed

Six discrepancies were found between the source manuscript and a recomputation from its
own stated inputs. They are printed here rather than silently corrected.

1.

The source uses two incompatible bloc partitions of the same six-jurisdiction exposure
vector. One chapter measures BRIDGE 40.0 / NONALIGNED 30.0 / WEST 30.0, giving
N = 2941176 and h = —0.122417; another measures Western 30.0 / Gulf 29.1 / Asian
40.9, giving N = 2.924302 and h = —0.124431. The difference is one jurisdiction’s
assignment and it moves the balance by 0.002014. Both are reported in Section 5. Parti-
tion A is treated as canonical here because it is the one derived from a stated perimeter
test with recorded evidence classes; the second partition is not defended anywhere in
the source.

The regional leg’s gain is partition-dependent and only one value is published. On Par-
tition B the gain is 0.076530 and the ceiling 25.51% of C; on the canonical Partition
A the same reallocation gives bloc-HHI 0.276600, N = 3.615329, a gain of 0.072231
and a ceiling of 24.08%. The source computes only the first and does not say the result
depends on the partition.

. A compounding cell is wrong. The three-year cell at a 15 per cent annual drag is printed

as —38.61%; 0.85% — 1 = —0.385875, so the correct figure is —38.59%. Every other
cell in the table reproduces exactly.
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4. An “exactly” that is not exact. The source states that a 25.17 per cent allocation sets /
to exactly —0.500000. The exact allocation is w* = 0.377583/1.5 = 0.2517220; at
w = 0.2517 the balance is —0.499967. The claim is right to four figures, and the word
“exactly” belongs to 0.251722 rather than to 0.2517.

5. The nominal-to-real convention is used and never named. The source’s table is consis-
tent with (1 + r)/(1 + A) — 1 and inconsistent with (1 + r)(1 — A) — 1, and the
two readings of the same words differ by 33.75 percentage points on the last row. This
paper names the convention in Section 3.4. This is not an arithmetic error in the source;
it is an ambiguity a reader could resolve the wrong way, and the wrong resolution is
much the more pessimistic of the two.

6. A sixth-decimal truncation. The regional leg’s gain is printed in the source as 0.076529;
0.35 x 0.218656059 is 0.0765296208 ..., which rounds to 0.076530 at six decimal
places. The published figure is a truncation rather than a rounding, and any recom-
putation will disagree in the sixth decimal. This paper uses 0.076530 throughout.

None of the six changes any hypothesis’s outcome. All six are the kind of thing a reviewer
checks first.

13. Limitations

No dataset was collected and nothing here is a measurement of a real structure. Every share,
drag rate, dwell figure, cost assumption, duty rate and parameter is constructed and labelled
as such at each point of use. This is the corpus’s central limitation and it is stated in full: across
the corpus, of 27 parameter-by-scope cells audited in a companion paper, 19 have a defined
estimator, 1 has a validated one, and 0 carry a first-party measurement. This paper carries
none either.

No concentration figure here has an as-of date, because none is computed from real holdings.
A concentration measure without a source and a date is not a measurement. Every share vec-
tor is constructed, so there is no source and no date to give. Any application of this instrument
to a real structure — of jurisdictions or of lenders — must carry both, and Appendix B makes
the date an item of the reporting standard.

No currency was measured. The 15, 25 and 40 per cent drag rates are stipulated illustrations.
The paper computes what a given drag costs and does not assert that any currency has that
drag, and every conclusion in Section 6 is conditional on a number the paper did not measure.

The erosion-term treatment of currency drag is a modelling choice and not a derivation. It
assumes proportionality, uniform application over the period, and independence from the
rest of the structure. A drag that is itself a function of the size of the allocation — as it would
be for a holder large relative to the market — breaks the linearity that produces w*.

The funding-side surplus figures are an extension by analogy. Section 9.4 states it, and it is
repeated here because it is the most likely over-reading of this paper.

Every parameter in the surplus law was chosen, not estimated, and the sensitivity to one of
them decides the sufficiency conclusions: at 77 = 0.35 the break-even count is 4.172734 and
no structure here clears it; at = 0.50 it is 2.718282 and the designed structure clears it
comfortably.

The bloc partition is not settled, and the paper’s own results move with it. Section 5 prints both
partitions and Section 8.1 prints both gains. The instrument is exact given a partition and the
partition is a judgement, which is the honest statement of what a perimeter measurement is.
The two maintenance-cost assumptions carry the whole of Section 8. 0.08 and 0.04 are stipu-
lations. H4’s verdict reverses between them, so the paper’s headline failure is a failure at an
assumed price and not at a measured one. That is stated in Results and repeated here.
Jurisdiction-specific legal claims are not cited to primary sources. The descriptions in Section
4 of codal families, foreign-exchange regimes, customs unions, treaty networks, substance
regimes, statutory suites and the doctrinal content of Islamic finance are taken from the
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source manuscript. The bibliography contains no statutes, regulations, court rules, registry
documents, case reports or religious-legal sources for any individual jurisdiction or tradition.
Those claims are uncited here, described rather than asserted, and require verification before
any reliance. Appendix A lists them. This is a real gap and it is not closed here.

One failure mode in Section 11 has no arithmetic attached. Failure mode 4 — a domestic
contract that may not be denominated in the currency the group has chosen — is the one
item in this paper the instrument cannot see at all. It is recorded rather than measured, and
a reader should not infer from the paper’s quantitative character that everything important
about these positions has been quantified.

13.1 Rigour checks not met, listed by name

. No first-party measurement exists anywhere in this paper.

. No uncertainty is reported anywhere, because nothing is estimated.

. No as-of date is attached to any concentration figure.

. The period of ¢ is supplied by this paper, not by the source, which treats it as a bare rate.

Section 12.1 assigns “per year” explicitly.

5. ), C' and h have no operational unit. The effective counts and the percentage ceilings
survive; the magnitudes do not.

6. The surplus law’s large-/V limit is a defect, not a result [Uzzi and Spiro, 2005, May, 1972,
Sagan, 1993].

7. The conjoint conditions were not tested for the job vector [Michell, 1997, Luce and Tukey,
1964], so the effective-jobs figure in Section 7.1 is provisional as a ratio-scale quantity;
the ordering survives.

8. Model comparison was not performed — no out-of-sample test, no information criterion,
no matched null — because nothing here is fitted.

9. No distributional or scaling claim is made, so the Clauset-Shalizi-Newman procedure
was not run [Clauset et al., 2009]. Any restatement reaching for a heavy-tail or power-
law claim about lender shares or holdings must run it first, and must read Stumpf and
Porter [2012] on why passing it would still not identify a mechanism.

10. The perimeter assignments are stipulated reference groups, not identified effects [Man-
ski, 1993, Brock and Durlauf, 2001, Shalizi and Thomas, 2011].

11. The framework’s own parameters are exempted from the reflexivity the framework as-
serts [Lucas, 1976, MacKenzie and Millo, 2003]. That is an inconsistency and it is not
resolved here.

12. There is no conservation law for () [Mirowski, 1989], and Section 10.3 records that cost
transfers between the acquisition and the structure do not leave a group-level quantity
fixed — unlike the drive-conservation result of Curzi [2026g], which does.

13. Aggregation is unaddressed [Kirman, 1992].

14. Expected value and time average are not the same thing [Peters, 2019]. Section 6.3 re-
ports time averages of a multiplicative process, which is the right choice, and says so;
Section 9’s range is not an expectation at all but a pair of bounds under two assumptions.

15. The surplus functional’s form is underdetermined [Latané, 1981, Briscoe et al., 2006]
and nothing here discriminates it; Peters and Gell-Mann [2016] is named as the warrant
the argument actually needs.

16. No differential prediction is offered [Durlauf, 2005].

17. Small-sample bias in the effective-count estimators is not addressed [Chao et al., 2014].

18. The measurement is exposed to becoming a target [Goodhart, 1975, Campbell, 1979]; the
only defence is Appendix B.

19. The extension of the surplus term to funding perimeters is an analogy the paper uses

and does not justify. It is flagged in Method, in Results, in the analogy table and here

— four times, because it is the claim a reader is most likely to carry away in a stronger

form than it was made.

BN e
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14. Conclusion

This paper establishes six results in the form the rest of the corpus cites.

R1. With a hard-currency drag written into the erosion term as 0.4 = 0y + dw, the surplus
balance is linear in the local-currency allocation: h(w) = h(0) — dQw. At a 15 per cent
annual drag, h(w) = —0.122417 — 1.5w, so an allocation of w* = 0.251722 sets h to exactly
—0.500000, cancelling the whole nln N = 0.377583 diversification gain, and a 10 per cent
allocation costs 0.150000, which is 39.73% of that gain.

R2. Dwell decides whether a weak currency is a transaction cost or a capital loss. Erosion
per pass is dn/365: at a seven-day dwell a 40 per cent annual drag costs 0.767%, and at one
hundred and eighty days the same drag costs 19.726%. A 15 per cent drag held six months
costs nearly ten times what a 40 per cent drag held a week costs.

R3. The bloc arithmetic against the operating leg’s own case: an 8 per cent operating leg lowers
the effective bloc count from 2.941176 to 2.832412 when its share is scored into the bridge
row and to 2.919742 on the more generous scoring. Both are below the baseline, and the
case therefore rests on customs-union access worth 1.35% of group revenue — 30 per cent
EU-facing sales at a constructed 4.5 per cent average duty — which is a tariff argument and
not a resilience one.

R4. The regional leg priced as a cost ceiling: the reallocation raises effective blocs from
2.924302 to 3.639010 and buys n Aln N = 0.076530, roughly 25.51% of the existing
C = 0.30 base. At C' = 0.38 the balance is —0.127902, worse than the —0.124431 baseline,
and at C' = 0.34 — the holding layer alone, correctly attributed — it is —0.087902. On the
canonical partition of Curzi [2026h] the same reallocation gives N = 3.615329, a gain of
0.072231 and a ceiling of 24.08%.

R5. Nominal against real, on the stated convention 7,4 = (1 +7,,,)/(1 + A) — 1: a 50 per
cent nominal return is a 6.25% loss when the exchange rate rises 60 per cent; and at a 15 per
cent annual hard-currency drag a local-currency position loses 55.63% of its hard-currency
value in five years and 80.31% in ten.

R6. Funding-source independence on the same instrument: four Western lenders give a naive
HHI of 0.285000 and 3.508772 effective lenders but a perimeter HHI of 1.000000 and exactly
1.000000 effective funding blocs. The redesigned book gives 3.174603 effective funding blocs
optimistically and 2.409639 after an honest correlation adjustment, with nln /V of 0.404314
against 0.307817 — and the naive effective source count falls from 3.508772 to 3.174603
while it does so. Per unit of effective bloc, funding diversity costs 0.070940 against 0.111930
for jurisdictional diversity.

Counter-result. Each measurement reports against the position it examines. The operating
leg lowers the effective bloc count it was proposed to raise, on both available scorings. The
regional leg fails outright once its maintenance cost reaches (.38, and H4’s criterion — fixed
in advance — was not met. The Islamic funding gain is cut from 3.174603 to 2.409639 ef-
fective blocs by a correlation adjustment applied against the paper’s own argument. And the
currency allocation, proposed as a yield enhancement, is the single largest destroyer of sur-
plus measured anywhere in this paper: at 25.1722% it returns the structure to exactly the
balance it had before any of the design work was done.
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regimes, customs-union scope and rules of origin, treaty networks and their protocols, sub-
stance requirements, promotion regimes, tax rates and enforcement arrangements all change
and vary by jurisdiction and by activity; every such statement in this paper is carried from
the source manuscript, is flagged in Appendix A, and requires confirmation with qualified
counsel in the relevant jurisdiction before any reliance.

Appendix A. Claims requiring verification against primary
sources

The following statements rest on legal, regulatory or doctrinal detail that changes, and none
of them is cited to the bibliography, which contains no primary sources for any individual ju-
risdiction or tradition. They are reproduced from the source manuscript, are described rather
than asserted, and require confirmation with counsel in the relevant jurisdiction before any
reliance. No measurement in this paper depends on any of them being true.

A.1 The high-inflation industrial state. The civil code, code of obligations and commercial
code relied on, with their numbers, dates and current texts, and the derivation from the Swiss
codes. The foreign-exchange decree and the communiqués made under it: the current scope
of the restrictions on denominating or settling contracts in foreign currency between resi-
dents, the excepted categories, the settlement requirements, and the amendments in force —
the load-bearing item, because a group that has decided to price everything in hard currency
can find that a particular domestic contract may not be. The inflation-accounting provisions
of the tax procedure law and their effect on reported results and taxable bases. The scope
of the customs union for industrial goods, the applicable tariff lines, and the rules of origin
governing whether local processing is sufficient. The land registry law’s conditions on foreign
ownership. The finance centre’s establishing instruments and incentives. The state’s partici-
pation in automatic exchange of account information. The enforcement position for foreign
judgments and for arbitral awards.

A.2 The regional holding centre and its operating markets. The mixed legal system’s sources
and the appellate route. The double-taxation network and the investment-protection net-
work, and the material difference between them. The protocol closing the historical route
into the neighbouring market: its date, terms and grandfathering; any subsequent amending
protocol; and the principal-purpose test’s operation on a structure of the constructed case’s
shape. The treaties terminated by African counterparties, and the dates. The regional har-
monised business-law family’s uniform acts and their scope. The substance reform replacing
the deemed credit with a partial exemption, and the core income-generating activity condi-
tions attaching to it. The standard-setters’ listing decisions affecting the centre and their dates.
The two other financial centres’ establishing statutes, incentives and regulators. The conti-
nental free-trade and payment-system initiatives, and whether they supply an actual alterna-
tive path rather than an announced one. Withholding rates on dividends under the relevant
treaty, and the domestic rates they are compared against.

A.3 The mid-shore centre and the Islamic-finance perimeter. The statutory suite for offshore
companies and its current text. The tax regime after the substance reform: qualifying ac-
tivities, the substance conditions, and what happens to an entity that fails them. The treaty
network’s exclusions — the entities and income types excluded, which the source records as
routinely unmentioned. The federal state’s standards position. The constitutional and statu-
tory basis on which a national authority’s rulings on Sharia compliance bind, and the scope of
that binding force. The contract set of Islamic finance, the two governing prohibitions, the dis-
tinction between asset-backed and asset-based sukuk and its consequence for recovery, and
the published standards of the relevant standard-setters. The treatment of Sharia-compliance
clauses by common-law courts and the authority for it. The succession rules of the tradition
and their interaction with the forced-heirship analysis carried elsewhere in the series. The
master agreement used for compliant hedging.

A.4 General. For all positions: corporate residence and central-management-and-control tests
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in every jurisdiction from which decisions might be taken; the current status of each state un-
der the international anti-money-laundering standard; and the recognition and enforcement
position for both judgments and awards in every jurisdiction where the group holds assets.

Appendix B. The reporting standard for an erosion-side and
liability-side measurement

Any structure measured under the methods in this paper reports the following, and nothing
less. It extends the reporting standard of Curzi [2026h] to the erosion term and to the liability
side.

ON THE EROSION SIDE

the share of protected capital in each unit of account, summing to 100.0%
the assumed annual hard-currency drag for each, with its source and date
the convention used to convert nominal to real, stated explicitly

the maximum balance and maximum average dwell, board-approved, in writing
the measured average dwell for the period, against the stated maximum
h(@), h(w), and wk = eta ln(N) / (d Q)

S U W N B

ON THE LIABILITY SIDE
the funding share of each source, summing to 100.0%
8 the perimeter assignment for each, with its evidence class
9 naive HHI and effective sources; perimeter HHI and effective funding blocs
10 BOTH ends of the correlation range, never one alone
11 the incremental annual governance cost of each tranche

ON BOTH
12 the bloc or perimeter partition used, and the result under any
defensible alternative partition

13 the date, and the diff against the previous measurement
Item 3 is the item this paper added to the standard, because two readings of the words “a sixty
per cent depreciation” differ by 33.75 percentage points and the source manuscript never
says which it means.
Item 10 is the one that will be dropped, because the flattering end of the range is the one that
supports the decision already taken. Item 12 is the one this paper’s own Section 5 shows to
be necessary: two defensible partitions of one exposure vector gave 2.941176 and 2.924302,
and no reader could have detected the difference from a published figure alone.
Item 13 decays first and matters most, because a perimeter is invisible except as a difference
between two measurements taken a year apart.
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