ACUVSTRATEGY

Getting Ahead of the Next
Stage of Economic Disruption

First health crisis, then fiscal flood, now the
geopolitical recalibration.
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The global economy no longer moves
in predictable cycles—it pulses through
tension. What began as a health crisis,
followed by a fiscal flood, has
hardened into a geopolitical
recdalibration. The result is not episodic
volatility, but structural disruption.
Currencies, metals, and equities have
each reflected this reality: the U.S.
dollar surged on yield differentials and
capital flight, emerging market
currencies weakened, gold and silver
rallied to historic highs, and equities
rotated defensively. These movements
are not random-—they are expressions
of systemic stress.

To decode this environment, we
introduced the Currency Volatility Index
(CVI): a compass that captures the
pulse of trust and liquidity. The CVI
reveals that volatility is not a passing
storm but a structural drift, shaped by
two entangled forces: geopolitical
tension and liquidity asymmetry.

Our scenario grid shows that most
plausible outcomes cluster in zones of
persistent stress.

Scenarios S1(Classic Flight to Safety),
S2 (Fragmented Risk Rotation), and S3
(Silent Stress) dominate the horizon.
Each reflects a world where liquidity is
fragmented, tension is entrenched, and
trust remains fragile. Yet strategy
demands more than diagnosis—it
requires alternatives.

Against this backdrop, we introduce
digital assets. Not as hype, but as a
disciplined exploration of a parallel
financial architecture. Spanning
infrastructure, middleware, and
applications, digital assets are
increasingly integrated into institutional
portfolios. They offer programmable
trust, transparent cash flows, and new
forms of capital efficiency.
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The global economy no longer moves in
predictable cycles—it pulses through
tension. First came the health crisis,
then the fiscal flood, now the
geopolitical recalibration. The
boundaries between past, present, and
future are blurred. Leaders cannot
simply react; they must pivot with
foresight to navigate what is already
unfolding.

This is not a forecast. It is a strategic
lens—a framework to decode volatility,
anticipate directional drift, and anchor
decisions in clarity. We begin with the
past 24 months of market behavior—
currencies, metals, and equities—then
introduce the Currency Volatility Index
(CVI) as a compass. From there, we
distill the drivers—geopolitical tension,
capital transfers, and central bank
divergence—into two core forces:
tension and liquidity. These forces
shape our nine-quadrant scenario grid,
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revealing not only where we stand, but
where we are likely headed. When the
shift becomes inevitable, we introduce
the option: digital assets—not as hype,
but as a structurally correlated
response to volatility.

The Situation Today

Over the past two years, markets have

cycled through shock, recalibration,

and cautious drift:

= Currencies: The U.S. dollar surged in
early 2024 on rate differentials and
capital flight, while EM currencies
such as the Turkish lira, South African
rand, and Brazilian real suffered
double-digit depreciation.

= Metals: Gold reached $3,859/0z in
September 2025, up 47% YTD. Silver
rallied 61%, fueled by supply
constraints and ETF inflows.

= Equities: US. indices recovered on
infrastructure and defense spending,
while EM equities lagged under FX

pressure and capital outflows.

These movements are not random—
they are volatility expressions shaped
by structural forces. To decode them,
we turn to the CVI.

CVI vs Asset class Performance
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For decision-makers, the CVI offers direction—a way to decode
volatility, anticipate drift, and anchor strategy in clarity.

The CVlis sensitive to both macro
tremors and micro fractures, it serves
as a reliable compass for navigating
uncertainty.

Phases of 2025

= Peak Volatility (Jan-Mar 2025)
This was not a technical spike—it
was a signal of strategic indecision.
The Federal Reserve, caught
between conflicting inflation and
growth datag, hesitated onits rate
path, sending mixed signals to global
markets Fragile emerging markets,
already weakened by the prior
year's yuan devaluation and tariff
threats, saw accelerated outflows.
FX pairs such as USD/TRY and
USD/ZAR spiked, reflecting capital
flight and currency
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defense.. Gold rallied as investors
sought refuge, while the CVI surged—
capturing a breakdown in policy
clarity, trust, and liquidity symmetry.

= Temporary Calm (Apr-Jul 2025)

Central banks paused. Diplomacy
flickered. Volatility eased—but the
calm was fragile. The CVI dipped, not
because trust was restored, but
because tension was deferred. EM
currencies stabilized, supported by
short term inflows and commodity
strength, yet remained vulnerable to
policy shocks. Metals plateaued, and
equities rotated defensively toward
infrastructure and dividend heavy
sectors. Beneath the surface,
structuralimbalances persisted:
fragmented liquidity, uneven

recovery, and unresolved trade
disputes.

. Renewed Spike (Aug-Oct 2025)

The renewed spike was not
triggered by fresh shocks—it was the
culmination of unresolved stress.
Middle East tensions escalated,
disrupting energy corridors and
driving safe haven flows. U.S. CPI
surprises reignited inflation fears,
pushing the dollar higher and
destabilizing EM FX. Capital rotated
aggressively into U.S. assets—
treasuries and infrastructure in
particular—amplifying liquidity
asymmetry. The CVI climbed back to
its upper band—not noise, but a
signal of imbalance, where liquidity
was abundant in some regions and
vanishing in others..
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Beyond numbers, the CVI reflects Trust, Tension, and Liquidity
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Drivers of Market Conditions

Market conditions are not shaped by
isolated shocks—they are sculpted by
persistent structural forces. Beneath
the surface of asset movements lies a
choreography of geopolitical tension,
capital rotation, and policy divergence.
These forces do not merely influence
volatility—they define its rhythm.

Geopolitical Tension

The global order is fragmenting. The
U.S.-Chinarivalry has expanded
pbeyond tariffsinto a full spectrum
contest of technological sovereignty,
export controls, and strategic
reshoring. This is not a cyclical dispute—
it is arecadlibration of supply chains and
trust. At the same time, proxy conflicts
in the Middle East destabilize energy
corridors and FX markets, embedding
risk premiums into commodity linked
currencies. Europe, caught between
migration pressures and defense
obligations, faces a strategic squeeze.
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These tensions are not episodic—they
are embedded, manifesting as
persistent volatility across metals, FX,
and the very architecture of capital
allocation.

Capital Transfers

Capital today does not simply flow—it
rotates. Yield differentials between the
U.S. and emerging markets create a
gravitational pull toward dollar
denominated assets. This rotationis
destabilizing: EM currencies weaken, FX
volatility intensifies, and the CVIrises.
Safe haven flows into U.S. treasuries
and infrastructure are more than a
defensive move—they are a signal of
asymmetry. Liquidity is abundant in
some regions and vanishing in others,
widening the trust gap as capital
rewards clarity and punishes opacity.

Central Bank Divergence
Monetary policy is no longer

synchronized. The Federal Reserve
remains cautious, balancing inflation
control against recession risk. The
European Central Bank is fragmented,
pulled between northern fiscal
conservatism and southern growth
fragility. The Bank of Japan reacts
rather than leads, tethered to yield
curve control and currency defense.
Emerging markets face a stark
dilemmma: defend FX at the cost of
growth, or ease and risk capital flight.
This divergence fractures global
liquidity, creating pockets of stress
where FX volatility surges, metals rally,
and the CVIbecomes a mirror of policy
misalignment.

Central Bank
Divergence

Geopolitical Capital
Tension Transfer
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Distilling the Forces: Tension and Liquidity

Beneath every market movement lies
a deeper architecture—one built not on
price alone, but on pressure. Strip away
the noise, and all indicators converge
into two dominant forces: geopolitical
tension and liquidity conditions. These
are not parallel influences; they are
entangled drivers that shape volatility,
sentiment, and capital behavior across
asset classes.

Geopolitical Tension

Geopolitical tension is no longer
episodic—itis systemic. The U.S.-China
rivalry has hardened into a structural
contest, expressed through export
controls, semiconductor bans, and
strategic reshoring. This is not mere
trade friction—it is a recalibration of
global trust.

Meanwhile, the Middle East remains a
theater of proxy escalation, with
energy corridors and FX linked
commodities absorbing the shock
Europe, strained by migration surges
and defense obligations, faces internal
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fragmentation. These tensions inject
risk premiums into markets, distort
capital flows, and fracture the trust
that underpins currency stability. The
result is a persistent elevationin
volatility, most visible in FX pairs tied to
fragile sovereigns and commodity
exposure.

Liquidity Conditions

Liquidity is not a constant—itis a
gradient. Yield differentials have
created a gravitational pull toward U.S.
assets, draining liguidity from emerging
markets and amplifying FX fragility.
Central banks are no longer
synchronized: the Fed remains
cautious, the ECB fragmented, the BoJ
reactive. Emerging markets face a
stark trade off: defend their currencies
at the cost of growth, or ease and risk
capital flight. This divergence creates
capital asymmetry, where liquidity
pools concentrate in safe haven zones
while peripheral markets dry out. The
CVI captures this imbalance with

precision, reflecting not just volatility,
but the directional stress embedded in
global flows.

Market Behavior Across Asset Classes
These two forces—tension and
liquidity—do not act in isolation.
Together, they define the behavior of
every major asset class:

= FX Volatility: surges as trust fractures.
Devaluation becomes a defensive
tool. The flight to USD is not tactical—
it is existential.

= Metals: Gold and silver rally as safe
haven demand intensifies. Inflation
hedging becomes a strategic
posture, not a speculative play.

= Equities: Markets rotate defensively.
Infrastructure and dividend heavy
sectors attract capital, while growth
equities correct or stall. In some
regions, rallies emerge—not from
optimism, but from liquidity
concentration.
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We map tension and liquidity into nine strategic outcomes.

Today, we sit in S4 - Neutral Drift

Geopoliticall tension

Diluting Tension

Diplomatic thaw
begins, but fragile.

Stagnant Tension

Tensions plateau,
but remain
unresolved

Rising Tension

Geopolitical
tension isn't easing
—itis reframing.
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L3 Fragile Relief Rally 30%

S/

Tensions ease
but liquidity
remains tight

S3 Silent Stress 50%

Tensions plateau, .
but liquidity bl

remains uneven A/L/\/

S1 Classic Flight-to- 60%
Safety
Persistent US- CVI - High

China friction,
EM liquidity
stress, regional
instability

Shortage
Liquidity shortage is
localized but persistent.

L4 Coordinated
Recovery
Requires policy
coordination and
diplomatic
breakthroughs

20%

V.

S4 Neutral Drift 4.0%
Baseline scenario

if diplomacy CVl-Low
holds & central

banks stay

cautious

S2 Fragmented Risk L40%
Rotation
Tensions persist
but liquidity
buffers hold in
developed
markets

CVI - High

Stagnant

Liquidity is uneven and
cautious

Liquidity conditions

L5 GlobalReflation
Boom
Low likelihood
without major

globalreset

10%

AN

20%

yivins

30%

AV

L2 Liguidity-Led-

Optimism
Requires
synchronized
easing and
geopolitical
calm

L1 Inflationary

Spillover
Unlikely unless
centralbanks
over-stimulate
amid global
tension

Overflowing

Liquidity is abundant but
uneven
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Mapping the Pressure: why Liquidity Won't Return & Tension Won't Ease

We do not anticipate a favorable shift
toward higher liquidity or reduced
tension. The structural forces driving
market behavior remain unresolved
and self reinforcing. The 9 Quadrant
framework reveals that most
scenarios cluster in zones of persistent
stress, not recovery.

The framework maps market behavior
across two axes: Geopolitical Tension
vertical) and Liquidity Conditions
horizental). Each quadrant represents a
distinct configuration of systemic
pressure, capital flow, and asset
response. At the center—S4 —sits the
theoretical zone of balance. Yet today's
conditions are skewed toward the
outer edges, particularly the lower left
guadrants, where tension is elevated
and liquidity fragmented.

This is not a temporary distortion. Itis a
structural drift.

Geopolitical Tension is escalating, not

easing. The U.S.-China rivalry deepens
through tech decoupling and export
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controls. Middle East proxy conflicts
intensify. Europe faces internal
fragmentation under migration and
defense burdens. These are not
episodic—they are embedded.
Liquidity remains politically constrained.
The Fedis cautious, the ECB
fragmented, the BoJ reactive. EM
central banks are trapped between
defending FX and preserving growth.
Capital rotation favors U.S. assets,
draining liquidity from peripheral
markets.

Trust is fractured. Investors are not
reallocating on optimism—they are
fleeing opacity. This drives safe haven
demand, FX volatility, and defensive
equity rotation.

Liquidity-Tension Interplay

Market behavior is defined not only by
the level of liquidity, but by how it
collides with the prevailing tension
environment. The outcomes are
distinct, yet consistently shaped by
asymmetry and trust.

The unforeseen future - L scenarios

= Liquidity Overflow + Stagnant or
Rising Tension: FX markets remain
volatile as EM currencies weaken
and the USD strengthens on safe
haven demand. Metals rally on
inflation hedging and geopolitical
stress. Equities rotate defensively,
with capital concentrating in
infrastructure and yield heavy
sectors.

= Diluted Tension + Stagnant or Scarce
Liquidity: FX stabilizes briefly but
remains fragile. Metals plateau as
safe haven demand cools. Equities
deliver narrow relief rallies with
limited participation. This is not
restored trust—it is deferred tension.

* Least Likely Scenario: Coordinated
Policy and Diplomacy Only under
synchronized policy action and
diplomatic thaw does FX rebound as
global risk appetite returns. Metals
soften with reduced hedging
demand, while equities rally broadly
across regions and sectors.
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The prevailing scenarios

S1: Classic Flight to Safety

This is the most probable stress
scenario. Escalating U.S.-China
friction—anchored in tech export
controls and trade disputes—triggers a
breakdown in diplomatic trust. Middle
East proxy conflicts intensify, disrupting
energy corridors. At the same time, EM
sovereigns face refinancing pressure As
global yields rise. Liquidity evaporates in
peripheral markets, while safe haven
demand surges.
= FX:EM currencies collapse under
capital flight. The USD strengthens
aggressively as globalinvestors seek
refuge. FX volatility spikes, with the
CVI pressing into its upper band.
= Metals: Gold and silver rally sharply on
geopoliticalrisk and inflation fears.
Industrial metals stall under growth
concerns and trade disruption.
= Equities: EM equiities correct violently.
U.S. markets rotate defensively into
treasuries, infrastructure, and energy.
Risk appetite vanishes—volatility
dominates.
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S2: Fragmented Risk Rotation

Tensions persist, but liquidity buffers

hold. The U.S. budget submission and

ECB/BOE rate decisions underscore

policy divergence. EU elections

introduce political drift. Investors rotate

risk selectively—favoring U.S. assets

and defensive sectors. EMs remain

vulnerable, but not yet in crisis.

= FX: The USD remains strong, while EM
FX shows mixed behavior. Selective
carry trades emerge, but volatility
stays elevated. The CVI fluctuates—
signaling uncertainty, not panic.

= Metals: Gold holds ground as o
hedge. Silver and copper drift
sideways, sensitive to trade and
energy signals.

= Equities: U.S. equities rotate by sector,
with infrastructure and defense
outperforming. EM equities attract
tactical flows, but fundamentals
remain weak. Volatility is episodic, not
systemic.

S3: Silent Stress

No new shocks emerge—but no

resolution either. The G20 Summit fails

to deliver coordination. Sovereign debt

refinancing grows costly, particularly

for EMs. The World Bank commodity

outlook confirms an oil glut, pressuring

exporters. Liquidity remains

fragmented, and trust erodes quietly.

= FX:EM currencies weaken
gradually—no collapse, but persistent
stress. The USD stays elevated on
yield advantage and capital rotation.
The CVIholds in the mid range,
reflecting ambient fragility.

= Metals: Gold stabilizes as safe haven
demand persists. Industrial metals
soften under weak global demand
and commodity oversupply.

= Equities: U.S. markets drift sideways,
with earnings resilience masking
macro fragility. EM equities
stagnate—no rally, no collapse. Risk
taking is cautious, fragmented, and
short term.
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From Silent Stress to Flight to Safety
How Volatility Tracks the Drift of Global Tension and Liquidity

Forecast

S1: Classic Flight to Safety
CVI - HIGH

S2: Fragmented Risk Rotation
CVI - MID

S3: Silent Stress

CVI - MID

,/b ﬂ/\x X /\x /q/\x Q/\x \X Qfo /<o Qﬁo /<o Q/<o \o) Q/‘o /q/b /q/b /q/b ,b /q/b
SR R A R A . S S S . S

Copyright © acuv Strategy Inc, 2025. Allrights reserved




ACUVSTRATEGY

CVI Signals Are Cledar—The Future Hinges on What Happens Next

Event

Potential
Trigger

Implication
for
Scenario
Clgle

QL-2025

U.S.-China
Trade Talks

Breakdown or
escalation in
tech [ export
controls

Could shift
from Neutral
Drift to Classic
Flight-to-
Safety if
tariffs re-
escalate and
FX volatility
spikes

Iran Nuclear
Framework
Finalization

Agreement or
collapse of
diplomacy

Collapse may
trigger Rising
Tension
quadrant;
agreement
mMay support
Fragile Relief
Rally
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Q1-2026

u.s.
Presidential
Budget
Submission

Fiscal
tightening or
stimulus

Aggressive
tightening
may lead to
Liquidity
Shortage;
stimulus could
push toward
Inflationary
Spillover

ECB and BoJ
Rate Decisions

Divergence or
coordination

Divergence
may fragment
liquidity,
pushing
toward
Fragmented
Risk Rotation;
coordination
could support
Coordinated
Recovery

Q2-2026

EU
Parliamentary
Elections

Rise of
nationalist or
anti-
integration
parties

Political
fragmentation
could elevate
Geopolitical
Tension,
shifting
toward Silent
Stress or
Flight-to-
Safety

World Bank
Commodity
Outlook

Oil glut
confirmation
or reversal

Continued glut
may ease
inflation,
supporting
Liquidity-Led
Optimism;
reversal could
trigger
Inflationary
Spillover

H1-2026

Global
Sovereign
Debt
>Yilalelalellple
Cycle

Yield spikes or
credit stress

If refinancing
fails or yields
spike, liquidity
may tighten,
pushing
toward
Liquidity
Shortage
scenarios

G20 Summit

Policy
coordination
or
fragmentation

Sigelple
coordination
could support
Coordinated
Recovery;
failure may
reinforce
Neutral Drift or
Fragmented
Risk Rotation

12
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Digital Assets: An Alternative
Amidst Structural Turmoil

The preceding analysis underscored a sobering reality: volatility is
not episodic—it is structural. Scenarios S1, S2, and S3 reveal a world
where liquidity is fragmented, geopolitical tension is entrenched,
and trust is fragile. In such an environment, traditional asset classes
offer limited refuge—safe havens are crowded, equities rotate
defensively, and emerging markets remain vulnerable. Yet within
this turbulence lies an alternative chain of value creation: digital
assets.

This is not a speculative detour, but a disciplined exploration of a
parallel financial architecture. Digital assets represent a maturing
ecosystem—spanning infrastructure, middleware, and
applications—that is increasingly integrated into institutional
portfolios. Where traditional markets are constrained by political
cycles and liquidity asymmetry, digital assets offer programmable
trust, transparent cash flows, and new forms of capital efficiency.
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The Digital Asset Value Chain

Layer Core Role Business Models Market Dynamics

Infrastructure Settlement, security, Block rewards, staking Consolidation around

(L1s, L2s, DA layers, oracles) data availability yields, DA fees, performant chains;
interoperability tolls seqguencer revenues

scale with adoption

Middleware Integration, scaling, SaaS/API fees, custody Institutional adoption

(custody, wallets, compliance, enterprise rails bps, payment spreads accelerates; compliance

identity) native rails dominate

Applications User facing products, Trading spreads, Stablecoins and RWA

(DeFi, stablecoins, tokenized capital flows issuance fees, gain regulatory clarity;

assets, gaming, social) subscription models DeFishifts to compliant
models
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ESG and
Strategic Alignment

Digital assets are not exempt from scrutiny. Yet
proof of stake consensus has reduced
environmental intensity, while modular scaling
lowers per transaction energy costs. Socially, digital
rails expand financial inclusion, enabling low cost
remittances and NGO treasury solutions.
Governance is transparent by design—on chain
treasuries, validator concentration metrics, and
auditable flows provide a level of disclosure absent
in many traditional markets.

For executives, this alignment with ESG imperatives

transformes digital assets from a niche to a hecessity.
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Infrastructure

Yield driven, defensible through
staking economics and DA tolls

Middleware

Saas recurring revenues, sticky
thru complionce mandates

Application

Growth optionality in
stablecoins, tokenized assets,
and regulated DeFi
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Global Investment & Revenue Snapshot (2025}

Layer

Infrastructure

Middleware

Applications
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Global Investments
(2025)

~S120B+ (ESG data
centers, mining)

~S110B+ Al, Blockchain

compute, Protocol dey,

Staking infra)

~Su1uB+ (VC +
institutional crypto)

Global Revenue
(2025)

~$3.3B (crypto mining) +
~$65B (HPC data
centers)JLL

~S70B+ (Al workloads,
blockchain HPC) +
-$29.3B (2024) > $220.9B
by 2029

~-$85.7B (2025) > $95.1B
(2026)

Growth Potential
(2030)

CAGR -12-15% (ESG infra,
HPC)

CAGR ~18-22% (Al +
blockchain)

CAGR ~45% (protocol
layer)

CAGR ~11% (apps, wallets,
DeFi)



Closing Lens

Where the CVIscenarios painted a
horizon of persistent stress, digital
assets offer a strategic escape hatch—
not by denying volatility, but by
reframing it.

This ecosystem is not immune to shocks,
but it is structurally designed for
transparency, programmability, and
adaptability. For senior executives, the
digital asset chain is not a speculative
corner—it is an alternative architecture
of capital that demands disciplined
allocation and foresight.
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