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Abstract

Modern capital markets systematically misallocate resources because capital cycles are
structurally bound to short-horizon fragility cycles rather than to the long-horizon mission cycles
that govern real economic value. Quarterly earnings windows, redemption flows, CEO tenure
compression, political turnover, and sentiment volatility jointly impose a temporal regime on
capital that is shorter, more volatile, and exogenous to productive investment. This paper
applies Regenerative Cycle Architecture (RCA) and Alignment Capital to formalise this
phenomenon as Temporal Market Misalignment: a structural mechanism in which capital
follows fragility cycles (financial, political, capability, civic) while innovation, asset lifetimes,
climate transitions, and organisational capability follow mission cycles of far longer periodicity.

Using RCA’s operators, we show that traditional market structures fail both the Decoupling
Operator (A)—the requirement that capital be independent of fragility—and the Alignment
Operator (A)—the requirement that capital be synchronised to mission cycles. As a result,
capital markets inherit volatility from exogenous cycles, compress investment horizons, amplify
short-termism, destabilise corporate governance, and induce systematic underinvestment even
in firms committed to long-run value creation. The paper derives a temporal model of market
fragility, formalises the propagation of short-cycle dynamics into corporate decision-making, and
explains why long-term stewardship repeatedly collapses into short-cycle behaviour despite
investor intentions.

We then introduce Regenerative Capital Markets (RCM), a temporal architecture that
restructures markets to satisfy A and A. RCM establishes constitutional temporal governance for
firms and investors, including multi-cycle capital pools, mission-cycle reporting, cycle-aligned
executive incentives, and decoupled stewardship mandates. By aligning capital behaviour with
innovation cadence, asset renewal cycles, and capability formation timelines, RCM creates
conditions for regenerative, long-horizon value formation.

The contribution is twofold. First, it provides the first general theory of capital markets as
temporal systems, explaining short-termism as a deterministic outcome of cycle coupling



rather than a behavioural or informational pathology. Second, it establishes RCM as the
market-level extension of PSC, RCA, and Alignment Capital—showing that regenerative
temporal governance is not confined to public-good systems but constitutes a general
architecture for private capital formation.

1. Introduction

Capital Markets as Temporal Governance Systems; Short-Termism as Structural Misalignment

Modern capital markets exhibit a paradox that has long eluded formal explanation: despite
unprecedented information richness, liquidity, and analytical sophistication, investment horizons
are contracting, volatility is amplifying, and firms exhibit systematic underinvestment in
innovation, resilience, workforce capability, and climate transition. The conventional
explanations—behavioural biases, misaligned incentives, market irrationality, or agency
problems—capture symptoms, not structure. The deeper regularity is temporal.

Drawing on Regenerative Cycle Architecture (RCA) and Alignment Capital, this paper
argues that capital markets fail for the same reason public-good institutions fail:

capital cycles are structurally coupled to short-horizon fragility cycles and misaligned
with the long-horizon mission cycles that govern real value creation.

Financial markets operate on a set of externally imposed temporal structures—quarterly
earnings cycles, sentiment oscillations, political turnover, executive tenure, and fund redemption
windows—that are shorter, more volatile, and exogenous to the mission cycles underlying
productive investment. RCA formalises these short cycles as fragility cycles: financial, political,
capability, and civic. Mission cycles, by contrast, are longer, smoother, and endogenous to
productive activity—innovation timelines, asset lifetimes, workforce formation, platform buildout,
and climate transition horizons.

In formal RCA terms:
T(F) « T(M)

Yet capital in traditional markets is governed by a cycle-coupling operator:
K(t) = T(F(D)

meaning capital inherits the volatility, phase, and cadence of fragility cycles rather than the
cycles governing real value. This deterministic misalignment compels firms into short-term
optimisation—even when leaders understand and prefer long-horizon investment. CEOs harvest
rather than cultivate; boards reward quarterly compliance over multi-year capability formation;
investors procyclically allocate based on sentiment rather than mission fundamentals.

This paper makes two claims.



First, short-termism in capital markets is not primarily behavioural, informational, or
incentive-driven.
It is a temporal governance failure: capital follows the wrong time.

Second, no existing theory in economics, finance, or governance explains this failure
adequately. Corporate finance focuses on discounting and agency problems; behavioural
finance foregrounds heuristics and noise; political economy emphasises regulation and policy
cycles; market microstructure analyses liquidity and information. Yet none articulate the
architecture of cycles that govern market behaviour, nor provide operators for separating and
realigning them.

RCA fills this theoretical gap. It introduces a general architecture in which:

e A (decoupling) separates capital from fragility cycles;
e A (alignment) synchronises capital with mission cycles.

Perpetual Social Capital (PSC) has been shown to satisfy A and A in public-good domains,
producing regenerative, multi-cycle capability formation. But capital markets—despite
sophisticated instruments, multi-trillion-dollar allocative power, and high-frequency information
flows—fail both operators.

This paper introduces Regenerative Capital Markets (RCM): a temporal architecture that
recasts capital markets not as allocative efficiency mechanisms, but as temporal governance
systems whose structural design determines whether firms compound capability or collapse into
short-term fragility.

We argue that:

Market short-termism is structural, not behavioural.
Volatility amplification arises from cycle coupling, not informational inefficiency.
Stewardship repeatedly fails because capital is governed by fragility cycles, not
mission cycles.

e Regeneration in markets requires a temporal constitution: rules that enforce A and A
at the market level.

By extending RCA and Alignment Capital into private markets, this paper establishes a unified
temporal theory of financial governance and a design blueprint for markets that support
long-horizon value creation instead of undermining it.

1.1 Methodological Approach

This paper adopts a theoretical and architectural methodology rather than an empirical or
econometric one. The contribution lies in constructing a temporal ontology of capital markets
and formalising misalignment through the A and A operators. The analysis integrates
institutional theory, capital-cycle modelling, and systems architecture to derive structural



predictions about market behaviour. The framework is therefore explanatory rather than
statistical, and it provides the conceptual foundations for future empirical, simulation-based, and
regulatory applications.

2. Literature Gap

Why No Existing Theory Explains Temporal Misalignment in Capital Markets

Despite extensive scholarship in finance, economics, and governance, no existing literature
provides a structural theory of temporal misalignment in capital markets. Each discipline
identifies fragments of the problem, but none address the architectural mechanisms—cycle
coupling, fragility propagation, and mission-cycle misalignment—that RCA and Alignment
Capital formalise.

This section positions the contribution of Regenerative Capital Markets (RCM) by reviewing five
core literatures.

2.1 Corporate Finance: Short-Termism Without
Architecture

Corporate finance has long documented short-termism: pressure for quarterly earnings,
underinvestment in R&D, premature project termination, and myopic managerial behaviour. The
proposed explanations—principal-agent problems, earnings management incentives,
discounted cashflow pressures, and market expectations—are behavioural or informational.

However, corporate finance does not formalise temporal structure. It does not model:

the periodicity or phase of capital cycles,

the structural coupling of capital to quarterly reporting,

the propagation of fragility cycles into investment decisions,
or the mismatch between financial and mission cycles.

Short-termism is described, but the mechanism that generates it—cycle coupling (IN)—remains
unidentified.

2.2 Behavioural Finance: Biases Without Structure

Behavioural finance offers a rich taxonomy of cognitive distortions: loss aversion, extrapolation,
noise trading, limited attention, herding. While these explain deviations from rationality, they are
fundamentally individual-level models.



None address:

e structural time regimes,
e institutional cycle architecture,
e or the endogenous timing constraints imposed by reporting, liquidity, and political cycles.

Behavioural finance assumes the temporal structure of markets is fixed, rather than architected.
It therefore cannot explain why long-term investors behave short-term even when incentives
favour horizon extension. The architecture—not the psychology—is misaligned.

2.3 Corporate Governance: Control Without Time

Corporate governance literature examines:

board independence,
shareholder rights,
stewardship codes,
executive compensation,
and monitoring mechanisms.

But governance theory lacks a temporal ontology. It treats boards as static oversight
structures, not as actors embedded in fragility cycles with characteristic periodicity.
Governance reforms do not alter:

T(Ffin), T(Fgov), or T(Fa,v)

—nor do they realign capital with mission cycles.

As RCA shows, governance interventions cannot break cycle coupling; only architectural
reforms can.

2.4 Market Microstructure: Information Without Horizon

Market microstructure theory focuses on:

e order flow,

e liquidity formation,

e price impact,

e arbitrage,

e informational efficiency.

It provides a detailed account of how prices form, but not when investment cycles align or
misalign. It does not model:

e temporal cadence of capital



e mission-cycle synchronisation
e executive horizon constraints
e fragility-cycle propagation into valuations

Microstructure sees volatility as informational; RCA sees it as a temporal misalignment

artefact.

2.5 Stewardship & Long-Term Investing: Normative

Without Mechanism

Contemporary stewardship literature (BlackRock, OECD, PRI, SWFs) advocates long-termism.
But these frameworks are normative, lacking structural enforcement mechanisms.

Stewardship codes assume that:

1. long-term investing is a matter of choice, and
2. investors can simply decide to extend their time horizon.

RCA shows the opposite:
choice cannot override architecture.
If capital cycles are coupled to fragility cycles:

8K
SF *0
then long-termism is mathematically impossible, regardless of intent.

2.6 The Gap This Paper Fills

Across all five literatures, a common omission appears:
There is no theory of capital markets as temporal systems.
No framework explains:

how cycle coupling forces short-termism,

how fragility cycles propagate through markets,

how misalignment produces systematic underinvestment,
how capital cycles acquire their cadence,

or how architectural reform (A and A) could restore alignment.

This paper introduces the first such theory by applying Regenerative Cycle Architecture and

Alignment Capital to private markets.

RCM explains market failure as a temporal governance failure, not an informational,

incentive, or behavioural problem.



It fills the missing theoretical space:
the architecture of cycles that governs how capital behaves across time.

3. Fragility Cycles in Capital Markets

How Exogenous Cycles Impose Short-Termism on Capital Allocation

Capital markets appear to operate through price discovery, discounting, and information
aggregation, but beneath these mechanisms lies a deeper temporal structure. Applying
Regenerative Cycle Architecture (RCA), we show that markets are governed by four fragility
cycles—financial, political, capability, and civic—that are short, volatile, and exogenous to
productive investment.

Traditional market theory treats volatility as informational; RCA reveals it to be temporal
misalignment: capital inherits the cadence of cycles that do not correspond to the firm’s
mission.

Formally, market capital behaves according to:

(t) = T'(F JF )

F F
market fin'" gov' cap’ civ

where I is the cycle-coupling operator that transmits fragility into capital behaviour.
This section characterises each cycle and shows how they propagate misalignment throughout
the market.

3.1 Financial Fragility Cycle (T = 90 days)
Quarterly earnings, liquidity constraints, and redemption pressures

The dominant fragility cycle in capital markets is the financial cycle, anchored to the quarterly
reporting regime. Its key components include:

quarterly earnings announcements

mark-to-market accounting

analyst expectations and revisions

redemption windows for mutual funds and hedge funds
liquidity mandates, VaR thresholds, and risk-model resets

The period of this cycle—T = 90 days—is orders of magnitude shorter than most corporate
mission cycles.

(Quarterly cycles remain the dominant temporal structure in global public markets; see SEC and
ASIC reporting requirements.)



RCA interpretation:

T(Ffin) « T(Minnovation)' T(Masset)
Consequences:
e firms optimise for quarter-end optics
e long-horizon projects are delayed or cancelled
e investment volatility increases with earnings volatility
e CEOs “harvest” rather than “build” during short evaluation windows

Markets are therefore structurally biased toward short-term capital behaviour, independent of
investor preferences.

(For empirical periodicities, see recent treatments in financial cycles, innovation cycles, and
organisational capability literature.)

3.2 Political Fragility Cycle (T = 2—4 years)
Regulation turnover, policy uncertainty, and geopolitical shocks

Although markets are nominally independent of political cycles, in practice they are heavily
influenced by:

electoral turnover (2—4 year periodicity)

regulatory resets (SEC, ASIC, ESMA, etc.)

changes in tax treatment (capital gains, depreciation, incentives)
trade and tariff cycles

geopolitical oscillations affecting supply chains

The political fragility cycle has a characteristic period:

T(Fpol) ~ 2 — 4 years

which remains shorter than nearly all productive mission cycles, including:

e R&D horizons (3—10 years)
e platform buildout (5-15 years)
e infrastructure investment (10-30 years)

Political fragility manifests as:

e delayed investment due to regulatory uncertainty
e mispricing of long-duration assets
e discontinuous shifts in capital allocation after elections



e compression of corporate horizons in election years

Even “apolitical” investors cannot escape political-cycle volatility embedded in the architecture
of markets.

(For empirical periodicities, see recent treatments in financial cycles, innovation cycles, and
organisational capability literature.)

3.3 Capability Fragility Cycle (T = 2-10 years)
Decay of organisational capability, knowledge, and productive assets

Firms operate on physical and organisational capability cycles, determined by:

asset lifetime

equipment depreciation

human capital accumulation and decay
organisational learning windows
technological obsolescence

This cycle is intrinsic rather than exogenous:

T(Fmp) ~ asset lifetime or capability half life

But markets treat capability cycles as reactive signals rather than mission requirements. When
capital is not available at the end of a capability cycle, renewal is deferred, producing:

deterioration of productive assets
erosion of innovation capacity
increased maintenance risk
shortened strategic planning horizons

Capital markets do not recognise capability cycles as mission cycles; thus capability fragility
becomes financial fragility through misalignment.

(For empirical periodicities, see recent treatments in financial cycles, innovation cycles, and
organisational capability literature.)

3.4 Civic Fragility Cycle (T = 6—18 months)
Sentiment, media pressure, and social oscillations

The civic fragility cycle captures rapid oscillations in:

e investor sentiment
e media narratives



e ESG pressure
e public attention
e social-movement cycles

The periodicity of this cycle is extremely short:

T(Fa,v) ~ 0.5 — 1.5 years

Civic fragility affects:

ESG fund flows

reputational volatility

social licence to operate

“attention shocks” that distort capital allocation

Because markets treat narrative oscillations as valuation signals, prices incorporate civic
volatility—a source entirely orthogonal to mission cycles.

(For empirical periodicities, see recent treatments in financial cycles, innovation cycles, and
organisational capability literature.)

3.5 Synthesis: Capital Inherits Fragility

Together, these four cycles form the temporal environment of markets:

F={F_ ,F ,F ,F }

) ) ) .
fin' " gov  cap  civ

The mission cycles of firms—innovation, capability formation, asset renewal—are systematically
longer:

T(M) » T(F)
Thus, through I'":

K (t) = T(F®O) # M(t)

market

Capital follows cycles that firms do not control and that do not reflect productive value.

3.6 Consequence: Short-Termism as a Deterministic
Outcome

The key insight of this section is structural:



Short-termism is not a behavioural pathology—it is a deterministic result of
cycle coupling.

The periodicity, phase, and volatility of fragility cycles are mathematically incompatible with
mission cycles, ensuring:

horizon compression

systematic underinvestment

governance instability

volatility amplification

CEO and board misalignment

failure of long-term stewardship mandates

This establishes the RCA foundation for Section 4: understanding the mission cycles that
fragility cycles distort.

(O Fragility Cycles vs Mission Cycles  Sections 3-4

The fundamental tension: capital markets operate on fragility cycles (short-term pressures) while genuine value creation requires mission cycles (long-term
horizons). The gap between these defines the "Temporal Market Misalignment" problem.

Financial
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Political

Capability

Innovation

Platform

Talent

Asset Renewal

Brand
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@ Fragility Cycles (destabilising) @ Mission Cycles (value-creating)

4. Mission Cycles of Value Creation

The Long-Horizon Temporal Structure Underlying Corporate Performance

If Section 3 described the exogenous temporal forces acting on markets, this section
characterises the endogenous temporal structure of productive enterprise. RCA defines these
as mission cycles: the recurring temporal patterns intrinsic to the generation, renewal, and
preservation of productive capability.

Unlike fragility cycles, mission cycles are:



e longer in duration
e smoother in volatility
e governed by physical, technological, organisational, or human systems
e essential to long-run value creation
e insensitive to quarterly or political shocks
Formally:

T(M) is determined by the physical or organisational logic of the firm
The central insight is:
T(M) >» T(F)

This inequality is not conceptual; it is empirical, structural, and measurable. This section
enumerates the dominant mission cycles.

4.1 Innovation Cycles (3—10 years)

Discovery — Development — Deployment — Diffusion

Innovation does not occur on quarterly or annual timescales. Firms experience multi-stage
innovation cycles characterised by:

research and discovery (1—4 years)

prototyping and technical validation (1-2 years)
regulatory or market readiness (1-2 years)
commercialisation and diffusion (2-5 years)

Thus, the modal innovation cycle spans 3—10 years, with tail cases (pharma, energy, deep tech)
extending to 10—-20 years.

RCA interpretation:

T(M ) = 3 — 10 years

innovation
Yet capital markets, governed by financial fragility cycles, operate on:

T(Fﬁn) = 90 days
The temporal mismatch is therefore structural by a factor of 12—40x.

4.2 Platform and Ecosystem Buildout Cycles (5-15 years)

Network effects, infrastructure, and cumulative capability



Platform firms (software, logistics, marketplaces, payments, energy systems) follow long
platform-buildout cycles driven by:

e network formation

e customer onboarding

e incremental infrastructure deployment
e cumulative learning curves

e scaling of complementary services

These cycles exhibit long diffusion periods and require capital patience. Their periodicity is:

T(M ) = 5 — 15 years

platform

Capital markets, however, treat platform cycles as valuation narratives that oscillate with
sentiment (T = 6—18 months), not as mission requirements.

4.3 Physical Infrastructure & Asset Renewal Cycles (5-30
years)

Capital stock renewal governed by engineering lifetimes
Productive physical assets follow engineering-based decay curves. Examples:

semiconductor fabs: 10-15 years

data centers: 7-12 years
manufacturing plants: 10-25 years
renewable energy assets: 10-25 years
heavy equipment: 7-20 years

Formally:

T(M ) =05 — 30years

asset

Asset renewal must follow this cadence to maintain capability.
Capital markets do not acknowledge asset-lifetime cycles; instead they impose quarterly
reporting and sentiment oscillations misaligned by over an order of magnitude.

4.4 Talent Formation & Capability Accumulation Cycles
(512 years)

Human capital and organisational learning

Workforce capability follows long, cumulative cycles:



skill acquisition (2—7 years)
tacit knowledge accumulation (3—10 years)
team formation (1-5 years)
organisational learning curves (5-12 years)

Human capability is inherently long-horizon:

T(M ) =5 — 12 years

talent

Yet CEO tenure is now ~4-5 years, and investor attention spans are even shorter (6—18
months), systematically preventing alignment between capital and talent.

4.5 Brand & Reputation Cycles (10-50 years)

Slow-formation intangible assets

Brand equity, trust, and reputation are the slowest-moving mission cycles in markets. They
depend on:

accumulated customer experience
multi-decade performance
long-run corporate behaviour
cultural embedding

These cycles span:

T(M ) = 50 years

brand
But civic fragility cycles (media, ESG pressure, narrative oscillation) operate at:

T(F ) = 18 months
Clv

Brand cycles are therefore structurally incompatible with sentiment-driven volatility.

4.6 Formalising Mission Cycles
Let:

M = {M }

M
innovation’ " platform’ = asset’ ~ talent’ = brand
Each obeys:

T(M) > T(F Vi,



This is the fundamental condition that makes traditional capital architectures incapable of
alignment.

4.7 Synthesis: The Temporal Structure of Value

Mission cycles:

are slow

accumulate capability
compound value

require patience

demand continuity

and resist short-cycle volatility

Fragility cycles:

e are fast

e introduce volatility

e disrupt renewal

e enforce short-termism

e and propagate misalignment
Thus:

K (0 = I[(F) # M(t)

market

This is the structural misalignment the remainder of the paper formalises.

5. The CEO-Tenure Misalignment

Why Leadership Cannot Produce Long-Term Outcomes Inside Short-Cycle Capital Architecture

One of the most persistent observations in modern corporate governance is that CEOs—despite
formal control over the firm—systematically behave short-term. They underinvest in R&D, delay
maintenance, avoid long-horizon capability bets, compress strategic planning windows, and
disproportionately prioritise quarterly earnings stability over long-run value formation.

The conventional explanation is principal-agent misalignment: CEOs optimise for
compensation, boards optimise for monitoring, shareholders optimise for returns. But this
behavioural framing overlooks a deeper structural fact:

No CEO, regardless of intent, can produce long-term outcomes inside an
architecture where capital follows short-horizon fragility cycles.



Temporal misalignment is therefore a governance constraint, not a personality trait.

This section formalises the misalignment.

f Traditional Capital Instruments: A/\ Assessment  Section 5

Each instrument evaluated against: A (Decoupling) - can it separate from fragility cycles? A (Alignment) - can it synchronise with mission cycles?

Instrument A Decoupling A Alignment Key Limitation

Public Equity X Fail X Fail Daily pricing, quarterly reporting pressure
Venture Capital — Partial X Fail 7-10yr fund life, exit-driven

Private Equity — Partial X Fail 3-7yr hold periods, financial engineering focus
Corporate Debt — Partial X Fail Covenant-driven, refinancing risk

Family Office v Pass Partial Long horizon, but succession uncertainty
Sovereign Wealth v Pass — Partial Multi-generational, but political exposure
Endowments v Pass Partial Perpetual horizon, spending rule constraints

Key Finding: No existing capital structure achieves both A and A simultaneously. Even "patient capital" (family offices, endowments) typically fails
alignment due to structural constraints that prevent true mission-cycle synchronisation.

5.1 Shrinking CEO Tenure as a Temporal Constraint

Across OECD markets, median CEO tenure has fallen to 4-5 years, with large-cap listed firms
showing even shorter windows in volatile sectors. (See PwC CEO Succession Study 2023;
Conference Board CEO Tenure Report 2024)

Let:

TCEOz 4 — 5yeras

Compare this to mission cycles:

e innovation: 3—10 years

e platform buildout: 5-15 years

e asset renewal: 5-30 years

e talent accumulation: 5-12 years

e brand formation: 10-50 years
Thus:

TCEO < T(Ml,) for all major mission cycles



This inequality alone guarantees that CEOs cannot “realise” mission cycles within their tenures,
even if they want to.

The problem is structural:
the leadership horizon is shorter than the mission horizon.

5.2 CEO Evaluation Is Coupled to Fragility Cycles

A CEO’s performance is evaluated primarily through metrics that track fragility cycles, not
mission cycles.

Formally, the evaluation function used by boards, analysts, and investors is:
€epo(®) = h(F, (O, F  (©)

where h is a function mapping quarterly earnings and sentiment volatility into a performance
judgment.

This means:

quarterly earnings cycles — direct CEO score
media narratives — direct CEO score

analyst revisions — direct CEO score
short-term TSR — direct CEO score

Thus, CEO performance is structurally tied to:
€epo(®) = h(F (O, F  (©)
while mission cycles are 5-30 years.

A CEO cannot be rewarded for long-term value when their evaluation window is
short-term by design.

5.3 Temporal Incentive Compression

The misalignment can be formalised by analysing expected value for a CEO choosing between
a long-term project (L) and a short-term project (S):

Long-term project L:

VL = f(M) realisedatt + T(M)

Short-term project S:



Vs = g(F) realisedatt + T(F)

Given:
T(M) » T(F) and TCEO =~ T(F)
we have:
E [VS with tenure] > E [VLWithin tenure]
even if:
plongrun - longrun
L s

This is the fundamental structural distortion:
short-term value dominates within the CEO’s temporal horizon even when long-term
value dominates in absolute magnitude.

5.4 Capital Misalignment Forces CEOs Into Harvest Mode
When capital follows fragility cycles:

K(t) = T(F(D)
then CEOs respond rationally by:

pulling future earnings forward

delaying or deferring multi-year investments

prioritising cashflow stability over capability formation
managing to quarterly optics

performing “earnings smoothing”

reducing R&D volatility

avoiding multi-horizon bets that may mature after their tenure

These behaviours are not agency failures.
They are architecturally induced, because

e fragility cycles determine capital availability
e capital availability determines CEO evaluation
e CEO evaluation determines CEO strategy

Thus:

S 0= G(F) not S_ = (M)



CEOs optimise for the cycles they are embedded within.

5.5 Activist Investors as Fragility Accelerators

Activist investors compress temporal horizons further through:

proxy contests
accelerated restructuring
forced asset sales
return-of-capital programs
aggressive TSR focus

Their horizon:

~ 12 — 24 months

activist
Activist cycles therefore tighten fragility coupling:
UF

L )
activist civ fin

The result is not simply short-termism but hyper-short-termism.

5.6 Formal Statement of the CEO Misalignment Condition

A CEO is structurally misaligned when:

T, <TM) A e, (t)=h(F)

This yields the alignment impossibility theorem:
CEO alignment with mission is impossible when capital is governed by F
This result is fundamental:

It is not CEO incentives that are broken.
It is the temporal architecture of capital markets that makes alignment
impossible.

5.7 Implication for Reform

CEO performance cannot be corrected by:

e new compensation structures
e governance codes
e stewardship guidelines



e ESG metrics
e board reforms

None of these modify:

T(F)or'(F)

Only temporal architectural reform (A + A) can realign CEO behaviour with mission cycles.

This leads into Section 6, which explains why institutional investors themselves cannot
behave long-term under the existing architecture.

Y7 CEO Tenure vs Innovation Cycle Mismatch  section 5

Average CEO tenure has declined below the minimum innovation cycle length (~6.5 years), creating a structural impossibility for executive-led long-term
transformation.

12y
9y

6y

3y
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Structural Gap: When CEO tenure (4.8 years in 2024) falls below the minimum innovation cycle (6.5 years), no executive has sufficient horizon to
complete even one full mission cycle. This creates a "temporal impossibility theorem" for traditional governance.

6. Why Long-Term Stewardship Fails

Institutional Investors Cannot Behave Long-Term Inside a Short-Cycle Market Architecture

Long-term investing is a central aspiration of pension funds, sovereign wealth funds (SWFs),

endowments, and large asset owners. These institutions explicitly claim multi-decade horizons

and publicly commit to long-term stewardship principles. Yet empirically, their investment
behaviour consistently collapses into short-cycle patterns:

annual rebalancing

procyclical buying and selling
benchmark tracking

rapid manager turnover
compressed evaluation windows



e herding based on quarterly performance
e short-lived thematic rotations

This section explains why these failures are not behavioural, not due to weak governance,
and not due to investor irrationality.

They are the predictable outcome of temporal misalignment built into the architecture of
capital markets.

6.1 The Structural Horizon Mismatch of Institutional
Investors

Institutional investors claim horizons of:

= 10 — 50 years

institutional

But the cycles that govern their actual decision-making are:

annual budgeting

quarterly reporting

consultant review cycles

ministerial or trustee turnover
political cycles (for public funds)
client contribution/withdrawal cycles

Thus real decision windows operate on:

T(F

)= 3monthstolyear
institutional

The horizon mismatch:

stated

T(F ) KT

institutional institutional

This temporal gap is the root of stewardship failure.

6.2 Liquidity Cycles Enforce Short-Horizon Behaviour

Even funds with long-dated liabilities face:

annual liquidity tests

redemption pressures (for semi-open vehicles)
capital calls for private market commitments
yearly budget and contribution flows
mark-to-market accounting shocks



Let:

liquidity — 12 months
If portfolio construction must satisfy liquidity conditions at this cadence, then long-term
allocations become marginal adjustments constrained by short-cycle liquidity requirements.

This forces

underweighting of long-duration assets
overreliance on liquid public equities
procyclical de-risking in volatile periods
flattening of the investment horizon

No amount of “long-term intent” can override liquidity-cycle enforcement.

6.3 Reporting Cycles Create Temporal Compression

Pension funds, endowments, and insurance firms face mandatory reporting cycles:

= 3monthsor 1 year
reporting

Reporting cycles impose:

quarterly performance attribution

annual reviews by trustees, boards, or ministries
consultant-led manager assessments
benchmarking against peers

evaluation windows shorter than mission cycles

Thus stewardship behaviour becomes:

= f(T

institutional

)

reporting

not:

= f(T

institutional

)

liability
Institutional alignment with long-term liabilities becomes mathematically impossible.
6.4 Benchmarking Enforces Short-Cycle Convergence

Benchmarks—MSCI World, S&P500, ASX200, etc.—are recalibrated with high frequency.

Frequency of index changes:



~ 3 months
benchmark

Missing benchmark performance over even a single quarter triggers:

manager termination

portfolio rebalancing
reputational risk for trustees
consultant-driven adjustments

Thus institutions optimise for:

benchmark

not for:

(M ) TM ), T(M )

innovation asset climate

Benchmarks are fragility cycles disguised as neutrality.

6.5 Consultant Cycles Accelerate Horizon Compression

Asset consultants—who dominate institutional decision-making—operate on:

=~ 1 year
consultant y

They assess managers, strategies, and performance annually, but real investment cycles
require 5-15 years.

Thus consultant-driven cycles override mission cycles.

<T(M) - forcedmisalignment

consultant

Long-term funds outsource their horizon to short-horizon evaluators.

6.6 Political/Trustee Turnover Reintroduces Political
Fragility

Public pension funds, sovereign funds, university endowments, and foundation funds
experience governance turnover at:

=1 — 4years

trustee

Trustee turnover reintroduces:



shifts in investment policy

risk appetite changes

divestment waves

periodic strategic resets

theme rotation driven by political cycles

Thus institutional investors inherit political fragility directly into their capital allocation, just as
governments inherit political fragility in climate adaptation (PSC-C).

This is the same fragility cycle, ported into financial markets.

6.7 Stewardship Codes Cannot Override Temporal
Architecture

ESG frameworks, stewardship codes, and long-term investing pledges attempt to enforce
long-horizon behaviour through:

principles

voluntary commitments
codes of conduct
disclosure standards

However:

e they do not alter

T(Ffin)' T(Fgov)’ T(Fciv)

e they do not modify I, the cycle-coupling operator
e they do not decouple capital from fragility (fail A)
e they do not synchronise capital with mission cycles (fail \)

Thus they fail for mathematical reasons, not normative ones.

Long-term stewardship collapses because its temporal architecture is wrong.

6.8 Formal Misalignment Condition for Institutional
Investors

Institutional investors fail to generate long-term outcomes when:

T(Finstitutional) < T(M) A Kinstitutional(t) = F(F)



This means:

e the operational horizon is short
e capital behaviour is determined by fragility
e mission cycles cannot govern capital allocation

Therefore:

Long — term investing is structurally impossible inside short — cycle capital markets.

6.9 Implication: Stewardship Cannot Be Fixed
Behaviourally

Changing incentives, improving governance, or issuing new stewardship guidelines cannot fix:

liquidity windows

reporting cadence
benchmarking frequency
consultant evaluation cycles
trustee turnover

political fragility

Only an architectural intervention—Regenerative Capital Markets (RCM)—can modify the
temporal foundations of capital behaviour.

This sets the stage for Section 7: the formal proof that capital markets fail A and A.

7. Formal Alignment Failure of Capital
Markets

Why Markets Cannot Decouple From Fragility (A) Nor Align to Mission Cycles (/)

The preceding sections demonstrated empirically that capital markets follow short, volatile
fragility cycles and that productive value emerges from long-horizon mission cycles. In this
section, we formalise this mismatch using the Decoupling Operator (A) and Alignment
Operator (A) from Alignment Capital.

This enables a direct mathematical proof:
capital markets, under their current institutional design, fail both A and A.
Thus, regenerative behaviour is structurally impossible.

7.1 Traditional Market Capital as a Cycle-Coupled System



Let the set of fragility cycles be:

Market capital cycles evolve according to:

Kmarket(t) = F(F(t))
where I is the cycle-coupling operator:
it maps short-term fragility dynamics directly into capital availability, pricing, evaluation, and
allocation.

Thus:
e quarterly earnings drive capital flows
e political turnover shifts valuations
e capability decay manifests as market shocks
e sentiment oscillation propagates into prices

Capital behaviour is therefore endogenously tied to exogenous volatility.

7.2 The Decoupling Condition (A) Fails

A requires:
8K
w0
meaning capital must not respond to fragility.
But in markets:
5K
market > 0
5Ffin
market
5F >0
gov
market
8Fciv > 0
Examples:
e earnings volatility — valuation volatility
e regulatory shifts — repricing
e sentiment oscillation — capital inflow/outflow
e macro shocks — liquidity contraction
e media narratives — ESG or reputational risk repricing



Thus:

A(K ) = False

market

Capital markets cannot decouple from fragility cycles because fragility cycles are embedded in
their microstructure, reporting cadence, liquidity rules, and regulatory architecture.

7.3 The Alignment Condition (A) Fails

N\ requires:
K@) = M(t)
i.e., capital must follow the mission cycle in:

e periodT
e phase ¢
e amplitude A

But mission cycles in firms operate on:
T(M) =5 — 30 years
while capital markets operate on:

T(K ) = T(Fﬁn) = 90 days

market

Therefore, period alignment fails:

T(«K__..J)*TM)
Phase alignment fails:
G ) E G(M)
Amplitude sufficiency fails:
A(K ) < A(M )

market investment

especially when deep investment is needed during downturns, because capital availability is
procyclical.

Thus:

AK ) = False

market



7.4 Joint Alignment Criterion Fails

Alignment Capital requires:
System S is aligned & A(K)AA(K)
But we have shown:

e A fails
e A fails

Thus:

= False
market

There is no state of traditional capital markets that satisfies the alignment criterion.

This is a powerful result:
Markets cannot be long-term, even in theory, under their current architecture.

7.5 Traditional Market Instruments All Fail A and A

Capital Form A A Failure Mode
(Decoupling)? | (Alignment)?
Equity X No X No Governance extraction & return-cycle
distortion

Debt X No X No Financial fragility & refinancing risk
Corporate X No X No Annual reset & political-cycle coupling
budgets
Insurance X No X No Correlation failure in shocks
Market pricing | X No X No Sentiment-driven volatility

Every instrument in the market fails the alignment test.

Thus markets cannot produce regenerative outcomes, regardless of investor ideals, regulatory
guidance, or governance reforms.

7.6 Fragility Propagation in Markets

Fragility cycles propagate through valuation mechanics:



F ->F ->K

fin civ market
Example propagation chain:

e earnings miss — media narrative — sentiment decline — sell-off — liquidity contraction
— project cancellation

This produces multiplicative fragility:

Vit + 1) = V() H(l - ai)

where each ai is a fragility coefficient.
In contrast, aligned capital systems produce:
Ve+ 1) =ve)a + p)

with regenerative .

7.7 Alignment Failure as a Foundation for Reform

The formal misalignment theorem implies:

Markets do not fail because investors are short-sighted; investors are
short-sighted because markets fail structurally.

Therefore:

e governance reform cannot fix misalignment
e stewardship codes cannot fix misalignment
e ESG cannot fix misalignment

e investor education cannot fix misalignment

Only a temporal constitutional architecture (A + A) can realign markets.

This motivates Section 8: Introducing Regenerative Capital Markets (RCM) — the positive
architecture that satisfies A and A at the market level.

Having established the structural impossibility of alignment under traditional architectures, we
now introduce the corresponding temporal constitution capable of satisfying A and A.



8. Introducing Regenerative Capital
Markets (RCM)

A Temporal Architecture That Satisfies A and A in Private Capital Systems

If Sections 3—7 demonstrated that modern capital markets are structurally incapable of
alignment, this section introduces the corresponding solution architecture: Regenerative
Capital Markets (RCM). RCM extends the logic of Perpetual Social Capital (PSC) and
Alignment Capital (A + A) into the design of private-market temporal governance.

RCM is not a new asset class.
It is not a regulatory reform.
It is not a stewardship guideline.

RCM is a temporal constitution for capital markets: a system in which capital cycles are
deliberately governed so that they are:

1. Decoupled from fragility cycles (A)
and
2. Aligned with mission cycles ().

Under RCM, capital markets behave according to the cycles of productive value—not the cycles
of political turnover, market sentiment, or quarterly optics.

8.1 Core Definition

Regenerative Capital Markets are capital markets whose architecture satisfies:
A(K) = 0 and K(t) = M(t)
meaning capital markets are both:

o fragility-neutral
(immune to exogenous volatility cycles), and
e mission-aligned
(synchronised to the periodicity, phase, and amplitude of productive cycles).

In RCM, the market becomes a multi-cycle regenerative system, capable of supporting
innovation, capability formation, infrastructure renewal, and long-horizon value.

8.2 The Components of RCM

RCM introduces five architectural components that together restructure market time.



8.2.1 Temporal Constitutions for Firms
A temporal constitution defines the capital cadence of a firm independent of:

quarterly earnings cycles
political cycles
activist cycles
market sentiment cycles

The constitution sets:

cycle-based renewal schedules
multi-cycle investment commitments
capital preservation rules
transparency requirements
long-horizon performance metrics

This becomes the firm’s mission-cycle operating system.

In the same way that PSC-C separates climate capital from politics, temporal constitutions
separate corporate capital from fragility.

Temporal constitutions function as algorithmic constraints on capital behaviour, codifying
renewal cadence, capability windows, and mission-aligned investment rules into a deterministic
governance layer that cannot be overridden by short-cycle discretion.

8.2.2 Long-Horizon Capital Pools (Corporate PSC)

RCM introduces long-horizon, non-liability corporate capital pools analogous to PSC-F and
PSC-Cap in public domains.

These pools:

recycle capital across multiple business cycles
preserve principal over long horizons

allocate capital on mission cadence

avoid debt-like fragility

avoid equity-like extraction

avoid budget-like resets

Formally:
C =CR ,RE[01]

Corporate PSC pools decouple firms from the short-cycle logic of financial markets.



8.2.3 Mission-Cycle Reporting & Guidance

Instead of quarterly financials being the primary evaluative instrument, RCM mandates
mission-cycle reports, including:

innovation cadence reports

asset renewal schedules

capability formation cycles

climate transition cycle maps
multi-cycle investment plans
long-horizon value preservation metrics

Because mission cycles are structurally predictable, their disclosure can be governed
algorithmically: reporting cadence, renewal triggers, and capability thresholds can be encoded
as rule-based temporal parameters rather than discretionary managerial timing.

Quarterly reporting becomes:

supplementary

contextual

non-determinative

subordinate to mission-cycle evaluation

This shifts the informational basis of markets from fragility to mission.
8.2.4 Cycle-Aligned Executive Compensation

CEO incentives are aligned to:

e innovation cycles

e platform buildout cycles

e capability accumulation cycles
e infrastructure renewal cycles
e climate alignment cycles

rather than:

e quarterly EPS
e TSR
e sentiment-driven market performance

Formally:
€. = g(M(®)

rather than:



€ o0 = h(F)(®)

The temporal constitution makes mission-cycle alignment a hardcoded structural property,
not a behavioural aspiration.

8.2.5 Institutional Investor Cycle Alignment
RCM introduces temporal constitutions for investors:

cycle-based mandates

lock-ups aligned with mission cycles
decoupled performance windows
long-horizon benchmarking
temporal fiduciary duties
fragility-neutral portfolio construction

Institutional investors become mission-cycle stewards, not momentum responders.

8.2.6 Algorithmic Temporal Governance

A core implication of RCM is that long-horizon value cannot depend on discretionary managerial
judgement. Fragility cycles are volatile and exogenous, whereas mission cycles are slow, stable,
and structurally predictable. Aligning capital with mission cycles therefore requires algorithmic
temporal governance: deterministic, rule-based constraints that encode renewal requirements,
investment cadence, and capability windows directly into the capital architecture.

Algorithmic temporal governance transforms capital behaviour into a programmable system.
Renewal events, capability maintenance, capital redeployment, and disclosure triggers are
governed by cycle-derived rules rather than quarterly optics or sentiment-driven timing.
Formally, let each mission cycle define a deterministic trigger ei:

K(t + Bi) — Renew, Reinvest, or Replenish

where 61, corresponds to innovation cadence, asset lifetime, capability half-life, or

climate-transition milestones. These rules operate analogously to algorithmic monetary
frameworks (e.g., Taylor rules, block-issuance schedules) but are applied at the level of
corporate and market time.

By encoding A (decoupling) and A (alignment) into rule-based processes rather than managerial
discretion, algorithmic temporal governance ensures that capital follows mission cycles and
remains structurally insulated from fragility cycles. This layer completes the architecture of
RCM: a market system in which the behaviour of capital is governed by mission-derived
temporal algorithms rather than the volatility of external cycles.



8.3 RCM and the Alignment Operators (A + A)

RCM is the first architecture capable of satisfying both alignment operators at the market level.

A (Decoupling) is achieved through:

non-liability long-term capital pools
long-horizon liquidity windows

decoupled reporting cadence

temporal constitutions insulating capital flow
fragility-neutral governance rules

Thus:

8K
RCM_ 0
S6F

A (Alignment) is achieved through:

mission-cycle reporting
cadence-matched capital release
multi-cycle CEO incentives
long-horizon investment mandates
cycle-following corporate constitutions

Thus:
K oo (®) = M(t)
RCM is therefore the market realisation of Alignment Capital.

8.4 Value Logic of RCM vs Traditional Markets

Traditional markets:

extractive

volatile

short-cycle

fragile

reactive

procyclical
governance-destabilising

RCM:



regenerative

stable

multi-cycle
mission-aligned
capability-preserving
anti-fragility enabling
governance-stabilising

Where markets today amplify fragility, RCM neutralises it.
Where markets today compress horizons, RCM extends them.

Where markets today produce volatility, RCM absorbs it.

8.5 RCM as the Market-Scale Extension of PSC & RCA

RCM extends:

PSC-F (financial mode)
PSC-Cap (capability mode)
PSC-G (governance mode)
PSC-Civ (civic mode)

into a fifth mode:

PSC-M (Market Mode)
the alignment technology for capital markets.
Thus your papers now form a coherent unified system:

PSC — capital class

RCA — cycle meta-theory

Alignment Capital — A, A\ operators

PSC-C (Climate) — political mode

PSC-Cap (Science) — capability mode

PSC-F (Health) — financial mode

Regenerative Capital Markets (RCM/PSC-M) — market mode

Nooabkowd~

This completes the architecture.

This framework builds directly on the mathematical foundations established in PSC v2.1 and
RCT v1.6, extending the dual-operator logic (A, A) into market-scale governance.

8.6 Summary



< RCM Architecture: Four Components  Section 8

The RCM framework proposes four structural innovations to achieve both A (decoupling from fragility) and A (alignment to mission cycles).

Temporal Constitution a Long-Horizon Capital Pools

Firm-specific governance charter encoding mission cycles Patient capital with 20+ year mandates

Constitutional lock-in of long-horizon commitments Structural separation from quarterly markets

Mission-Cycle Reporting a Cycle-Aligned Compensation

Disclosure aligned to actual value creation cycles Executive pay tied to mission cycle completion

Replace quarterly with mission-cycle metrics Vesting schedules match mission horizons

RCM provides:

the first temporal constitution for capital markets
the first market architecture satisfying A and A

the first unified field theory of corporate time

a structural solution to short-termism

a regenerative alternative to quarterly capitalism

RCM is not a policy.
RCM is not an incentive scheme.
RCM is a temporal architecture for long-horizon value formation.

9. Formal Model of a Regenerative Market

A Dynamic System That Neutralises Fragility and Aligns Capital With Mission Cycles

This section formalises the behaviour of Regenerative Capital Markets (RCM) as a dynamic
system.

Where Section 7 proved that traditional markets fail A and A, Section 9 constructs the
corresponding system in which A and A are satisfied.

We define three components:

1. The aligned capital cycle
2. The fragility-neutral derivative
3. The regenerative value function

Together these produce a stable, mission-aligned capital market.



~7 Regenerative (B) vs Extractive (a) Value Dynamics  Section 9

Two contrasting models: extractive capitalism (a > 0) depletes value over time, while regenerative capitalism (B > 0) compounds value through reinvestment
in mission-critical capabilities.
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Extractive Model (a > 0) Regenerative Model (B > 0)
V(t+1) = V(t) - aV(t) - 8V(t) V(t+1) = V(t) + BV(t) - 8V(t)
Value depletes exponentially as extraction exceeds reinvestment. Value compounds as regenerative investment exceeds depreciation.

9.1 Aligned Capital Cycle

Let mission cycles be:

M = M(t)
Let aligned capital cycles be:
K ()
In a regenerative market:
K (t) = M(t)

This means capital availability follows the same:

e period:

T(K) = T(M)

e Phase:

GK) = d(M)



e amplitude:

AKK) = AM)

Alignment ensures no capability gaps, no deferred investment, and no strategic

discontinuity.

9.2 Fragility-Neutral Condition

Decoupling is formalised as:

5K
8F.

for all fragility cycles:

FL' € {Ffin' Fgov' Fcap’ Fciv}

This means:

e market liquidity does not collapse when earnings are volatile

e capital allocations do not shift when sentiment spikes

e investment cadence does not change during political turnover

e long-horizon projects remain funded irrespective of quarterly outcomes

Fragility becomes irrelevant to capital behaviour.

Mathematically, RCM capital is orthogonal to fragility:
(K,F) =0

Algorithmic Capital Dynamics.

Because mission cycles are mathematically defined and temporally stable, aligned capital
cycles in RCM can be implemented as algorithmic processes. Cycle-based renewal,
long-horizon deployment, and capital release can be encoded as deterministic functions of
mission-cycle parameters. Thus, aligned capital behaves according to programmable temporal
rules rather than discretionary financial timing, enabling stable, repeatable investment cadence

across innovation, capability, and asset cycles.

9.3 Regenerative Capital Dynamics

Value in a regenerative system evolves according to:



o= B
Here, B represents the regenerative coefficient: the structural rate at which capability
accumulates when capital aligns with mission cycles. Conversely, a (defined in traditional
markets) represents the fragility coefficient: the rate at which capability decays or investment is
deferred due to short-cycle shocks. Both a and 8 can be interpreted as system-level temporal
derivatives of capability, indicating whether a market amplifies or neutralises fragility.

where B > 0 is the regenerative coefficient arising from:

predictable renewal
avoided failures

capability compounding
aligned investment cadence

Traditional markets correspond to:

dv
el alV

with a > 0, the fragility coefficient, arising from:

deferred investment
volatility-driven contraction
capability decay

capital withdrawal during shocks
asset obsolescence

RCM shifts the system from negative to positive dynamic growth.

9.4 Multi-Cycle Regenerative Value Function
Over n mission cycles:
vVo=V.@a+ B

This represents mission-compounded value, analogous to PSC’s regenerative financial
cycles.

Traditional markets produce:

V=v,a-«"



because misalignment produces capability decay and strategic atrophy.
Thus:
B>0anda > 0

are the differentiators between regenerative and extractive markets.

9.5 Fragility Propagation Eliminated
In RCM, fragility propagation is neutralised because:
K(t+1) =K@
regardless of fragility shocks.
Thus the usual propagation chain:
F fm—>F Civ—)K —firm
is broken.

Under RCM:

*

Ffin+) K

Capital behaves according to mission logic, not market noise.

9.6 RCM as a Temporally Stable Equilibrium
Markets traditionally settle into a fragility-dominated equilibrium:

K iee® = TED®)

market

RCM establishes a mission-dominated equilibrium:
Ko = M(t)
This is stable because:

mission cycles are long, slow, and smooth

capital flows become predictable

volatility becomes a background variable
governance becomes cycle-consistent

investment becomes countercyclical when needed



long-horizon planning becomes rational

This equilibrium enables regenerative dynamics.

9.7 Summary

The formal model demonstrates:

1.
2.
3.

4.
5.

RCM satisfies A.

Capital is independent of fragility cycles.

RCM satisfies A.

Capital follows mission-cycle cadence.

RCM produces regenerative value dynamics (8 > 0).

Traditional markets produce extractive/decaying dynamics (a > 0).
RCM establishes a stable, long-horizon equilibrium.

This sets up Section 10 — Comparative Framework, which contrasts traditional vs
regenerative markets.

10. Comparative Framework

A Structural Comparison of Traditional vs Regenerative Capital Markets

This section provides a comparative analysis of how traditional capital markets and
Regenerative Capital Markets (RCM) differ across temporal structure, capital behaviour,
governance effects, and system dynamics.

The table is designed to be SSRN-ready and suitable for use as a figure in the manuscript.

10.1 Comparative Table: Traditional vs Regenerative
Capital Markets

Dimension Traditional Capital Markets Regenerative Capital Markets
(RCM)
Temporal Basis Quarterly cycles; Mission cycles; long-horizon
high-frequency volatility cadence
Primary Cycle Fragility cycles (financial, Asset lifetimes, innovation cadence,
Driver political, civic) capability cycles
Capital Behaviour Procyclical; fragile; short-term | Countercyclical; stable; long-term




Alignment
Condition (A)

Fails — capital follows
(\mathcal{F})

Satisfied — capital follows
(\mathcal{M})

Decoupling
Condition (A)

Fails — capital responds to
volatility

Satisfied — capital insulated from
fragility

CEO Incentives

EPS, TSR, quarterly optics

Innovation cycles, renewal cycles,
capability formation

Investment Horizon

3-12 months

5-20+ years

Evaluation Cadence

Quarterly earnings +
sentiment

Mission-cycle reporting + renewal
windows

Value Logic

Extraction, arbitrage,
signalling

Regeneration, compounding
capability

Investor Behaviour

Herding, benchmark-driven,
reactive

Cycle-governed, long-horizon,
mission-aligned

Stewardship

Normative + fragile

Structural + stable

System Dynamics

Volatility amplification

Fragility neutralisation

Capital Access

Liquidity-dependent,
sentiment-driven

Cycle-bound, predictable, stable

Governance Effect

Shortened horizons, strategy
compression

Horizon extension, strategic integrity

Risk Profile

Shock-sensitive, correlation
cascades

Shock-tolerant, mission-centered

Macrodynamic
Outcome

Underinvestment, capability
decay

Capability compounding, long-run
stability

10.2 Commentary: What the Comparison Reveals

The table highlights the structural shift RCM represents:

1. A temporal transformation

Traditional markets are governed by short, exogenous cycles.
RCM is governed by long, endogenous cycles.

2. A behavioural transformation




Traditional markets extract and react.
RCM regenerates and aligns.

3. A governance transformation

Traditional oversight shortens horizons.
RCM extends and protects mission cycles.

4. A systems transformation

Traditional markets amplify fragility.
RCM neutralises fragility and compounds capability.

The comparison makes clear that RCM is not an incremental improvement, but a categorical
shift in the architecture of capital markets.

10.3 Transition to Policy and Governance Implications

The next section will articulate the implications for:

e regulators

e sovereign wealth funds
e pension systems

e exchanges

e |isted companies

e institutional investors

e corporate boards

and introduce the idea of Temporal Market Governance or Cycle Constitutionalism for
Markets.



L7 Comparative Framework: Traditional vs RCM Markets  Section 10

A comprehensive comparison across eight dimensions showing the paradigm shift from extraction-oriented to regeneration-oriented capital markets.

Dimension Traditional Markets RCM Architecture

Temporal Horizon Quarterly/Annual Mission-Cycle (5-50 years)
Governance Shareholder primacy Temporal constitution

Capital Structure Market-price driven Mission-aligned pools
Reporting Financial metrics Regenerative capacity metrics
Executive Comp Stock options (short-term) Cycle-completion vesting
Risk Focus Volatility management Fragility cycle decoupling
Value Model a-extraction B-regeneration

Market Function Price discovery Temporal alignment

11. Policy & Governance Implications

Temporal Market Governance and the Constitutional Architecture of Capital Markets

Regenerative Capital Markets (RCM) do not merely reform investment practice; they redefine
the temporal governance of capitalism. Just as monetary systems required independent
central banks, and democratic systems required constitutional separation of powers, capital
markets require temporal constitutions—structural rules that protect long-horizon value
against short-cycle fragility.

This section outlines the institutional and policy implications of RCM across the major actors in
the capital ecosystem.

11.1 Implications for Regulators (ASIC, SEC, ESMA, FCA)

Regulation as Temporal Governance
Current regulatory architecture presumes:

liquidity is paramount

quarterly disclosure is essential

mark-to-market accounting is neutral

investor protection requires high-frequency reporting

RCM demonstrates that these assumptions embed fragility cycles into capital markets.



Regulatory implications:

1. Introduce temporal constitutions for listed markets
Regulators should allow or require firms to adopt cycle-based governance charters, defining:

e mission-cycle reporting cadence
e |ong-horizon investment requirements
e renewal schedules for productive assets

2. Permit alternative reporting regimes for aligned firms
Create a regulatory lane for firms adopting mission-cycle disclosure frameworks:

annual long-horizon reports
multi-year capital plans
innovation-cycle outcomes
capability-cycle stability metrics

3. Reform disclosure regulation to recognise mission cycles
Quarterly reporting should become supplementary, not primary.

4. Treat temporal misalignment as a systemic risk
Just as liquidity risk and contagion risk are monitored, temporal risk must be recognised as a
market-wide vulnerability.

11.2 Implications for Sovereign Wealth Funds (SWFs)

National long-term capital as the stabilising backbone

SWFs already possess multi-decade horizons, yet are structurally forced to operate within
short-cycle market frameworks.

RCM implies SWFs should:

adopt mission-cycle mandates

anchor long-horizon capital pools that set equilibrium time-scales
issue cycle-bound investment guidance to domestic markets
provide countercyclical alignment liquidity during volatile periods

SWFs become temporal stabilisers.

11.3 Implications for Pension Funds & Superannuation
Systems

Aligning liability horizons with capital horizons



Pension liabilities often span:

Tliability = 20 — 70 years
Yet portfolios are governed on:
=3 — 12 months
portfolio
RCM implies:
e convert investment mandates into temporal constitutions
e embed A and A into fiduciary duties (“fiduciary time”)
e evaluate managers on mission-cycle outcomes, not quarterly alpha
e adopt long-horizon lock-ups that match payment cycles

Pension systems become temporal intermediaries, not fragility amplifiers.

11.4 Implications for Stock Exchanges

Exchanges as stewards of horizon integrity
Exchanges currently enforce:

quarterly reporting
mark-to-market pricing
continual disclosure
uniform liquidity cadence

Under RCM, exchanges should:

1. Create “Long-Horizon Market Segments”
Listing segments where firms may:

adopt cycle-aligned constitutions

report annually or semi-annually

provide mission-cycle disclosures

opt-in to long-horizon shareholder structures

2. Support temporal governance mechanisms
Including:

e protection against activist-driven horizon compression
e stability protections for long-cycle investment



slow-periodic capital windows

3. Introduce multi-cycle listing standards

Listing rules should account for:

productive asset lifetime
R&D cadence
capability renewal windows

Exchanges become temporal infrastructure, not volatility distributors.

11.5 Implications for Institutional Investors

RCM provides the first structural fix for stewardship failure. Investors can:

adopt cycle-based performance windows

align mandates to mission cycles

de-emphasise quarterly tracking error

shift from benchmark-driven evaluation to cycle-driven evaluation
classify assets by mission-cycle duration rather than asset class

Institutional investors become mission-cycle allocators, not sentiment trackers.

11.6 Implications for Corporate Boards

Boards as guardians of temporal integrity

Boards currently operate under:

short evaluation cadences
activist pressure
sentiment volatility
earnings-cycle oversight

RCM implies boards must:

embed mission-cycle KPIs

evaluate management performance on long-horizon outcomes

adopt temporal constitutions to constrain short-termism

defend long-cycle investments during fragility shocks

govern capability renewal (infrastructure, talent, innovation) as a temporal mandate

Boards shift from “quarterly stewards” to temporal custodians.



11.7 Implications for Corporate Governance Codes

Temporal fiduciary duty
Governance codes should incorporate:

multi-cycle fiduciary obligations
long-horizon stewardship criteria
temporal risk oversight

fragility-cycle exposure reporting
incentives for cycle-aligned investment

This extends governance beyond agency theory into temporal alignment theory.

11.8 Implications for Macro Policy & Economic Strategy

At a macro level, RCM implies:

national innovation strategy should be funded on innovation cycles
infrastructure policy should align with asset lifetimes

climate transition policy should follow transition cycles

productivity policy should synchronise with capability cycles

Capital markets become a public infrastructure supporting long-term value, not a volatility
amplification device.

11.9 Temporal Market Governance: A New Policy
Category

RCM opens a new domain of economic policy:

Temporal Market Governance

A framework in which regulators, exchanges, investors, and firms adopt
constitutional rules that govern the timing of capital flows, reporting, and evaluation.

This is to financial markets what:

e central banks are to monetary cycles
e electoral commissions are to democratic cycles
e PSC-C is to political cycles in climate adaptation

Temporal Market Governance ensures:
capital follows mission time, not fragility time.



11.10 Summary

RCM redefines the policy landscape:

Regulators — build temporal constitutions

Investors — adopt cycle-aligned mandates

Boards — govern mission cycles, not quarterly optics
Exchanges — create long-horizon listing modes

SWFs & pensions — anchor market time

Corporate governance — shift to temporal fiduciary duty

12. Conclusion

Markets Fail Because They Follow the Wrong Time — Regeneration Requires Temporal
Architecture

Capital markets are among the most sophisticated information-processing systems ever built.
Yet they repeatedly misallocate resources, undermine long-term investment, destabilise
corporate governance, and compress strategic horizons. Conventional
explanations—behavioural biases, agency problems, regulatory friction, and informational
inefficiencies—describe symptoms, not structure.

This paper identifies the deeper cause:

Capital markets fail because their temporal architecture forces capital to
follow the wrong cycles.

Fragility cycles—financial, political, capability, and civic—are short, volatile, and exogenous to
productive enterprise. Mission cycles—innovation, capability formation, asset renewal, and
long-horizon value creation—are long, smooth, and endogenous. When capital inherits fragility
cycles through the cycle-coupling operator (I'), misalignment becomes deterministic.

This misalignment is not a behavioural failure, not a governance failure, and not a market
inefficiency.

It is a temporal governance failure.

Using Regenerative Cycle Architecture (RCA) and Alignment Capital, the paper applied the
decoupling operator (A) and the alignment operator (A) to demonstrate that traditional markets:

cannot decouple from fragility (A = False)
cannot align with mission cycles (A = False)
cannot generate regenerative dynamics ( > 0)
cannot avoid capability decay (a > 0)



Thus short-termism is not a choice.
It is embedded in the architecture.

The central contribution of this paper is the introduction of Regenerative Capital Markets
(RCM) — a temporal constitution for capital markets that:

1. decouples capital from fragility cycles, and
2. aligns capital with mission cycles.

RCM restructures capital markets so that:

firms follow temporal constitutions

investors adopt cycle-aligned mandates

CEO incentives map to mission cadence

reporting reflects renewal windows, not quarterly volatility
capital flows obey the cadence of productive value

This is a categorical shift from:
short-cycle, fragility-driven capitalism to long-cycle, mission-aligned capitalism.
RCM completes the unified field comprising:

PSC — the capital kernel

RCA — the meta-theory of cycles

Alignment Capital — the dual-operator foundation (A, A)

PSC-F / PSC-Cap / PSC-C — alignment across public-good domains
RCM (PSC-M) — alignment in markets

Together, they establish a general theory:

Institutions fail because capital follows fragility cycles.
Regenerative systems emerge when capital follows mission cycles.

Capital markets can be more fruitfully understood as temporal systems, whose behaviour
reflects the cadence of the cycles that govern them.

RCM therefore provides an algorithmic operating system for corporate and market time,
replacing discretionary, short-cycle decision-making with rule-based alignment to mission
cycles.

To regenerate markets, we do not need new incentives, new regulations, or new behavioural
models.
We need new time.

RCM is the architecture of that time.



13. Limitations and Future Research

Although RCM provides a general temporal architecture for capital markets, several limitations
should be acknowledged. First, the framework is theoretical and relies on structural rather than
empirical validation; future research should test cycle periodicities, fragility propagation, and
mission-cycle alignment using time-series and firm-level data. Second, boundary conditions
remain: RCM applies to institutional and corporate capital systems but does not directly address
household finance or sovereign debt markets. Third, while A and A provide alignment criteria,
operationalising them will require regulatory experiments, exchange-level implementation, and
organisational change case studies. Finally, agent-based modelling, mission-cycle simulations,
and empirical studies of long-horizon capital flows represent important avenues for extending
the theory.
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