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1. Overview

The Universal Equity Engine (UEE) is a quantitative framework for measuring the welfare-
adjusted value of any economic entity using a single, dimensionless equation. It draws on
well-being economics, inequality research, complexity theory, and natural equilibrium
mathematics to produce a stable and comparable Equity Index (EI) for countries,
currencies, commodities, real estate, consumer products, and food systems. The El
ranges from 0 to 1 and represents the proportion of realised human welfare relative to
systemic friction.

The model departs from traditional measures (GDP, CPI, PPP, market cap) by grounding
value in lived human experience rather than production volume or speculative pricing.
The UEE therefore provides a cross-sectionally normalised, welfare-sensitive metric
capable of comparing diverse systems on a unified scale.

2. Theoretical Foundation

The UEE is built on a core assumption consistent with well-being economics:
the fundamental unit of value is the quality of human life experience.

The framework decomposes value into two independent components:

*  Prosperity (P): happiness, affordability, life expectancy, income quality, access to
essentials.

*  Friction (F): inequality, exploitation, corruption, inflation, poverty, environmental
cost.

The distinction enables evaluation of welfare not as absolute output, but as a ratio of
benefit to burden.

The Golden Ratio (¢ = 1.618) serves as the equilibrium parameter balancing P and F. Its
reciprocal (1/¢ = 0.618) defines the model’s natural “fair-value” point — a mathematical
attractor representing optimal proportion between supportive and obstructive forces in
natural and economic systems.

3. Universal Equation

The UEE employs a single formula for all domains:

El =P/ (P+F/p)
where
P = Prosperity score



F = Friction score
¢ = Golden Ratio

Properties

 Bounded (0-1) and dimensionless
*  Equilibrium at 1/¢ = 0.618 (prosperity = friction)
e  Monotonicin Pand F
* Self-normalising across magnitudes and inflation regimes
*  Asymptotic stability — diminishing returns near El — 1
This structure closely parallels ratio-based stability equations in natural systems (Reynolds

Number, Boltzmann distributions, Lotka—Volterra dynamics), giving the model strong
theoretical coherence.

4. Basket Architecture

Each entity type uses two 4-indicator baskets:

P-Basket = forward momentum
F-Basket = systemic drag

Weights follow a Golden Ratio scheme:
*  Primary indicator weight = 1/¢
*  Three secondary indicators share remaining (1 — 1/¢@)

All indicators are normalised to [0,1] across datasets.
This produces cross-country and cross-asset comparability.

Examples

Country El: happiness, PPP, life expectancy, freedom vs. poverty, inflation,
corruption, Gini.

*  Crypto EI: transaction volume, active users, liquidity vs. volatility, inequality,
security risk.

« Commodity El, REI, Product El, Food El: analogous sector-appropriate baskets.

The Global Equity Index (GEI) is defined as the population-weighted average of all
country Els.

5. Stability Characteristics

The El and GEI exhibit strong long-term stability due to:



* ratio cancellation between P and F

* cross-sectional normalisation
 golden-ratio equilibrium attractor
 diminishing marginal sensitivity near El — 1

Across 1950-2026 historical backtests, the GEI remains within ~0.68—0.77 despite major
global economic changes. This stability allows the Equity Token (ET) to maintain constant
real value based on global well-being rather than monetary policy or speculation.

6. The Equity Token (ET)
The ET is defined as:
1 ET = GEI

Purchasing power adjusts relative to local El:
ETvalueinfiat = CountryEl / GEI
Thus, ET purchasing power increases in high-equity economies and decreases in low-

equity ones. This creates incentive structures favouring transparency, reform, fair wages,
sustainability, and low exploitation.

ET does not derive value from scarcity or volatility but from global welfare improvement.

7. Economic Implications

(a) Transparency

Public El scores expose structural inefficiencies (corruption, inequality) and reveal
overvalued assets.

(b) Incentive Alignment

Countries and firms gain economic advantage by improving equity (lower friction, higher
welfare).

(c) Currency Stabilisation

ET offers natural long-term price stability without reliance on central banks.

(d) Fair Global Trade

Trade adjusts for El differences, revealing ethical distortions in global supply chains.

(e) Policy Applications



El can support welfare-adjusted tax design, economic diagnostics, reform strategies, and
multi-country comparisons.

8. Contribution

The Universal Equity Engine provides:
* aunified welfare-oriented value metric
. a mathematically stable, culture-neutral scale
*  cross-asset and cross-country comparability
. natural equilibrium rooted in ¢
* an economic foundation for a stable token
* atool for policymakers, researchers, and system designers

It sits at the intersection of economics, ethics, complexity science, and computational
modelling — offering a novel approach to measuring real value.

9. Conclusion

The UEE reframes economic measurement around human experience using a
mathematically validated and empirically stable structure. It offers researchers a
reproducible, data-driven alternative to GDP, CPI, PPP, and market-cap systems — and
provides the foundation for the world’s first inherently stable value unit: the Equity Token.



