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The Flaw

The Reality
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Average Mean

Traditional Mean-Variance Models (CAPM/APT)

Traditional models assume investors value gains and
penalize losses equally around an average mean.
This fails to reflect the reality of illiquid assets.

Zero-Profit Axis

The Asymmetry of llliquid Assets

llliquid investments produce skewed outcomes.
Investors inherently penalize losses more heavily

than they value equivalent gains. Models assuming

symmetrical risk inherently misprice illiquid assets.
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The ODFI Methodology: Anchoring on the Zero-Profit Outcome

The ODFI Utility Function Risk-Neutral Calibration

Transforms expected loss into a risk-aversion  |.......ccec... : coeennneeeennnns| Adjusts the probability distribution so expected
metric directly applicable to AICPA/IPEV § : return equates to the risk-free rate, establishing
approaches. : § a true break-even indifference price.

Expected Gains : EE
Positive 0dd Moments: 2 I 0 L
Mean, Skew 0 N I I O o

Expected Losses

Even Moments:
Variance, Kurtosis

Zero-Profit Qutcome

: Award-Winning Pedigree
A Based on research awarded the Best Practitioner
Research Award by the American Real Estate Society.
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The Time-Evolution of Probability
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The J-curve dictates that cumulative value outcomes become increasingly asymmetric and non-normal
as a fund nears maturity. Static, single-period valuation models cannot capture this dynamic risk.
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Traditional Monte Carlo

Typically limited to 10° - 10° cash flow
paths. Time-intensive. Low convergence.

Complexity demands precision. EXPLO evaluates more potential future states in seconds than existing models
can process entirely, ensuring convergence and stability.
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The Evolution of Private Asset Valuation

Risk Assumption

Traditional Methods The EXPLO Methodology
Market Comparables / Basic Monte Carlo Definitive Standard
Asymmetrical

Symmetrical (Mean-Variance)

(Loss-Averse / Zero-Profit Anchored)

Precision Engine

Max 10° paths

10%" multi-period
cashflow paths

Calibration

Rule-of-thumb / ad-hoc
adjustments

Rigorous arm’s-length
transacted baseline

Valuation Approach

Relative Ratios

Certainty Equivalent &
Scenario Probability Weighted
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Objective Calibration: Eliminating the Black Box

Input Extraction Application ' Output

Most recent arm’s- The EXPLO ODFI The derived, objective . Internally consistent
length transacted Engine derives the parameter is applied to | Fair Value.
trade relevant to the exact underlying risk the forward-looking
specific share class. aversion parameter multi-period cashflows.
(excludes uncertain
strategic premiums).

“Discount rates would typically be calibrated to the most recent round of financing so
that the selected probabilities and discount rates are internally consistent.” — AICPA
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The EXPLO Valuation Engine Schematic

Independent
Fair Value

Complex Holding
Structures |

>
Waterfall Claims p——>

LP/GP Fee | |

102" Path Simulator
&
ODFI Utility Function

DPI / RVPI / TVPI
Projections

Circumstances

[

Break-Even
Indifference Price
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Synthesis: The Unified Valuation Ecosystem

Multi-Period Cash Flow Generation
The raw scenarios of J-curve distributions.

Fair value is not a
static number. It
is the result of
dynamic cash flows
filtered through

The Perspective Filter

Applying specific LP/GP waterfall realities and
Northfield diversification compression.

structural reality
and
mathematically
rigorous risk
tolerance.

Filtering scenarios through zero-profit asymmetry
calibrated to recent transactions.

O e e

Compliant Fair Value
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Strategic Utility Across the Capital Cap Table

Benefits to GPs

Optimize & Plan: Predict amount and
variation of future distributions to efficiently
plan capital calls and deal flow.

Benefits to LPs

Monitor & Screen: Evaluate investment
performance, screen new opportunities,
and adjust broader portfolio strategies.

Risk Integration: Incorporate economic
payoffs, risks, and investor risk tolerance
directly into valuation.

Asset Allocation: Accurately estimate
private asset exposure for total portfolio
rebalancing.

Private Credit: Estimate probability and
severity of default for private credit
transactions.

Liquidity Decisions: Measure commitment
and expected secondary market values to
assist in disposal.
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Dynamic Stress-Testing for Economic Volatility

. Evolving Drivers: All main drivers of
value (growth, uncertainty, risk
aversion) evolve dynamically in
response to changing economic
environments.

. Scenario Analysis: Seamlessly
analyze the impact of user-defined
scenarios or broad
macroeconomic shifts.

. Decision Robustness: Sensitivity
analysis of inputs ensures
investment decisions are fully
informed by potential tail risks.

Projected Residual Value over Remaining Quarters of

Fund Lifetime under a Recessionary Environment
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The Anatomy of a Compliant Valuation

AICPA/IPEV Mandate: AICPA/IPEV Mandate: AICPA/IPEV Mandate:
“Income Approach” Holding Party Diversification
Compatibility Perspective Accounting
EXPLO utilizes “Certainty EXPLO captures specific EXPLO adjusts for
Equivalent” (risk-neutral investor-level cash flows, portfolio diversification,
probability) and “Scenario including warrants, honoring the mandate that
Probability Weighted"” waterfall implications, and “higher diversification leads
methods. carried interest fees. to lower volatility.”

Transparent Architecture: EXPLO provides an identifiable, mathematically traceable

relationship between inputs and outputs, explicitly avoiding black-box methodologies.
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Tangible Outputs: The Valuation Forecast Data

1,400,000.00
1,200,000.00
1,000,000.00
800,000.00
600,000.00
400,000.00
200,000.00
0

Residual Values Forecast

2 3 4 2

Valuation and Paid-in Multiples Forecast Data
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Paid-in Multiples Forecast
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Consistent, benchmarkable methodology delivering

quarter-by-quarter forecasts of Residual Value and Paid-in

Multiples.




About Aspequity

We help global LPs, GPs, data platforms, and
investment consultants master the complex
challenges of private assets. Combining data
science, quantitative methods, and
fundamental investment analysis, Aspequity
enhances fund manager selection, asset
allocation, and business development
across all private asset classes.

Experience Unparalleled Precision in Private Asset Valuation.
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