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The exercise, the subject, the anchor, the
method.

The 2026 SSM thematic prescribes both the shock and the depletion.
Everything downstream is your composition.

i EXERCISE 2026 ECB ICAAP §4.2, geopolitical-risk thematic reverse
stress test

ii SUBJECT A mid-sized SSM-supervised Italian universal bank

anonymised archetype - E50-500bn total assets

iii ANCHOR ~300bp CET1 depletion

supervisor-prescribed - not a BearingA computation

iv METHOD Reverse spine - one entangled configuration - four-channel
transmission - trigger apparatus
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01 PRESCRIBED FAILURE

The supervisor sets the number.
Your book has to explain the path

Your risk team already knows the ~300bp is a given. The supervisor set it
under ICAAP §4.2; it is not something your model derived, and not a BearingA
computation

So the exercise has quietly moved the question. Not how much. The magnitude is fixed. The
question your submission actually answers is through what plausible configuration of the world a
balance sheet like yours reaches depletion of that order, and through which channels in your own
exposure it transmits.

The 2026 SSM thematic put that on the clock across 110 significant institutions, each running the

reverse test inside its own ICAAP

The magnitude is settled. The path is what you defend in the submission, and the path is what
this read builds

ANCHOR ~300bp CET1 depletion, archetype scale

PROVENANCE supervisor-prescribed under 2026 ECB ICAAP §4.2, not a
BearingA computation

THE MOVE a measurement grid invites recomputation; a reverse spine invites
self-diagnosis
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02 CONFIGURATION

Your book does not meet five
shocks. It meets one configuration

Read as five separate signals, Iran/US, Hormuz, Russia/Ukraine, Xi/Trump,
Turkey, the picture flattens into a list your risk committee has already seen five
times over

It is one entangled system. Iran/US sets the proximate trigger. Hormuz carries the disruption core
the trigger transmits through.

Russia/Ukraine supplies a war-economy incentive curve that sustains the disruption rather than
letting it dissipate. The Xi/ Trump relationship modulates how the others move against each other,
and Turkey moves opportunistically under the cover they provide.

Your exposure transmits through that coherent state, not through five additive hits

The disruption core is not a forecast you are being asked to accept. As of this read Hormuz sits at
entrenched closure, Day ~159 from the 28 February closure.

It ran a full arc since spring: Islamabad MoU on 17 June, retracement, collapse across 7—12 July,
the strait declared closed until further notice.

Effectively shut to commercial shipping, war-risk insurance at roughly eight times pre-crisis, P&I
cover withdrawn. That is the state your book is exposed to now

03 NAVIGATION

The read hands you a map. It does
not hand you a number to
recompute

Your measurement layer already holds the book. What it does not hold is the
reasoning that connects a compound configuration to specific client groups in
stress

That gap is the supervisor's own named failure mode: the inability to quantify group-wide
exposures to specific client groups in a crisis.

BearingA never touches your book data. It runs the reasoning layer against your audited
exposure, so your team navigates to its own quantification inside its own framework.

At Level 1 the engine is calibrated to your posture: it weights your precedents, prioritises your
channels, applies your thresholds, and the output arrives in your risk team's language because
that is what it has been computing toward
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Read at Level 0, the same configuration is the generic baseline. Read at Level 2+, it is what your
analysts run day to day inside the audited envelope. This is the one in the middle, the one the
supervisor reads against

04 CHANNELS

Four channels, each read only as
deep as the substrate carries

Your exposure meets the configuration through the ECB's own transmission
taxonomy: financial market, real economy, safety and security, with a policy-
reaction layer over all three

Uncertainty transmits to your trading book and market-risk line; funding spreads widen on the
corridor-authority regime

Energy and supply-chain dislocation reaches your corporate book, the credit-impairment channel,
empirically the dominant capital-depletion driver under geopolitical stress

Corridor risk and cyber exposure to counterparties in the transmission path, read at operational-
risk altitude

Sanctions, capital-flow restrictions and monetary divergence sit over all three and reshape which
dominates for your book

The reason the shape matters for your depletion is asymmetry. Across 47 years of BIS
confidential banking statistics over roughly 12,000 country pairs, negative geopolitical events cut
cross-border credit 10 to 20 percent more between blocs than within them, while positive events
produce no matching increase, because the trust international bank credit requires does not
rebuild at the pace it breaks.

Capital retreats hard and returns slow. That is the shape your ~300bp is sized against
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A - FINANCIAL MARKET

Repricing and risk-aversion

Uncertainty transmits to your trading book and
market-risk line; funding spreads widen on the
corridor-authority regime

DEPTH - DERIVED FROM OBSERVED SPREADS

C - SAFETY AND SECURITY

Physical and cyber

Corridor risk and cyber exposure to
counterparties in the transmission path, read at
operational-risk altitude

DEPTH - ILLUSTRATIVE

05 DETECTION

Which way the configuration

moves , and what tips it

B - REAL ECONOMY

Trade and commodity dislocation

Energy and supply-chain dislocation reaches your
corporate book, the credit-impairment channel,
empirically the dominant capital-depletion driver
under geopolitical stress

DEPTH - DERIVED - DOMINANT CHANNEL
POLICY LAYER

Sanctions and divergence

Sanctions, capital-flow restrictions and monetary
divergence sit over all three and reshape which
dominates for your book

DEPTH - DERIVED FROM POLICY STATE

Your team needs to know not just where the configuration stands but which
direction it breaks, and on what trigger, before the book registers it

Phase identification runs through HMM regime characterisation, statistically defensible at

p<0.001, with the phase-by-cluster structure observable in the configuration's own trace. Three

directions, each with the trigger that tips it and the channel it activates

IRGC enforcement widens beyond tankers; MoU status stops mattering. Channels A and B

deepen; credit-impairment leads

The strait runs as a toll-collected corridor, costly but priced. Depletion accrues through sustained

real-economy transmission, not a shock

A durable settlement, not another MoU interlude. The credit channel reverses slower than the
spot channel; the depletion does not unwind at the pace it arrived
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A ESCALATION

Corridor authority
hardens

IRGC enforcement widens
beyond tankers; MoU status
stops mattering. Channels A
and B deepen; credit-
impairment leads

B ABSORPTION

Closure entrenches as
regime

The strait runs as a toll-
collected corridor, costly but
priced. Depletion accrues
through sustained real-
economy transmission, not a

v RESOLUTION

Genuine reopening

A durable settlement, not
another MoU interlude. The
credit channel reverses slower
than the spot channel; the
depletion does not unwind at
the pace it arrived

shock

06 THINKING SPACE

One path shown. One method you
run yourself

Your submission needs a number your risk committee can stand behind, which
means the method matters more than any figure printed here

So the block keeps two registers apart. One path is illustrative: a narrated route from the
configuration to a depletion of the prescribed order, shown so your team sees the shape, not
asserted as a computation. The other is method: the reusable procedure your analysts run
against your own book, feeding ICAAP Principles 4, 6 and 7: risk identification, quantification,
stress-testing

The 2026 results credit mitigating actions with a real offset: CET1 15.5 percent at end-2025, 12.1
before actions, 13.6 after, and then the supervisor flags them, in its own words, as over-optimistic
under a systemic crisis where many banks reach for the same actions at once Chart 5.

The mechanism the reverse exercise names but does not compose: mitigating actions are shared.
You cannot all sell the same assets into the same stressed market, raise capital from the same
investors, or reprice into the same demand-compressed book at the same moment
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07 BOUNDARY

Where BearingA stops and your

book begins

Your supervisor cares exactly where this line falls, so it is drawn in the open

BearingA reads the configuration and its transmission to your book, at production cadence, every

claim drillable to a primary source. You hold the book data, run the quantification inside your
audited framework, and own the submission. The reasoning layer runs against your measurement

layer, which is the division of responsibility the supervisor's data-quality framing already assigns

A diligence CRO will test one distinction. The ECB's own research function built an LLM that reads
financial news and scores an aggregate indicator. This read works the other way: gated primary
sources, a position-specific cascade to a named CET1 line. Same category, different substrate,
and it is the primary-source, position-specific version the supervisor's firm-specific ask requires

BEARINGA SUPPLIES

YOU SUPPLY

NEVER BEARINGA

the configuration, its transmission, the reverse spine, the trigger
apparatus, drillable to source, at cadence

your audited Level 1 exposure, your quantification, your risk

appetite, your submission

the ~300bp (supervisor-prescribed), your book data, the number

in the appendix

SOURCING

Every claim in this read traces to a
primary source at the live web
read. Sources are dated,
versioned, and indexed
continuously.

BOUNDARY

Anonymised archetype — no
named institution's data enters
this composition. The CET1
number is supervisor-prescribed,
not a BearingA computation.

BEARINGA -

CONTACT

bearinga.com/reads/cycle-1-
italian-ssm

bearinga.com
sheeringa@bearinga.com
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Evidence - Charts and data exhibits

Primary sources cited at the live web read. Every claim in the body text traces to
the exhibits below or to a source indexed in the BearingA corpus.

EXHIBIT 01

STANDING ASSET - CHART @ - CATEGORY PRIOR

BearingA

60 GEOPOLITICAL FRAGMENTATION

Not a trend. A condition.

Twelve decades of recorded geopolitical tension. The 2020s opened below the century mean, then escalated sharply.
June 2026 sits in the 90th percentile of 126 years. The series is volatile — it does not stay down.

GPR INDEX

DATA THROUBH JUN 2026

—— GPRH - 12-HONTH ROLLING MEAN

CENTURY MEAN - 108

T
1900 1920 1940 1980 2000

172.7

JUNE 2026
current reading -

100

CENTURY NEAN
the 20205 decade average is 98.4

172.2

2026 TO DATE
the 1910s decade mean was 171.1

252.1

MARCH 2026

90th percentile highest monthly reading since October 2001

Recorded geopolitical tension, 1908 to present. The index counts references in leading international
neuspapers; it measures attention to geopolitical risk rather than incidence of it.

Sources: Caldara, Dario and Matteo Iacoviello, “Measuring Geopolitical Risk,” American Economic Review,
April 2022, 112(4), 1194-1225. Data at matteoiacoviello.con/gpr.htm. Data through June 2026

STANDING ASSET CHART 0 —
PERCENTILE OF 126 YEARS.

GEOPOLITICAL FRAGMENTATION, 1900-JUN 2026. 90TH

EXHIBIT 02

FOUNDATIONAL REPORT - PHASE ARCHITECTURE

() BearingA

Twelve years. Five phases. Phase 4 is empirically resolved.

From the Revolution of Dignity to the bifurcation point. Phase 5 fork closes within 12-18 months.

PHASE 1 - PRE-FORMATION PHASE 2 - ACTIVATION PHASE 3 - CASCADE PHASE 4 - RESTRUCTURING PHASE 5 - RESOLUTION
Nov 2013 — Feb 2022 Feb - Sep 2022 Sep 2022 — mid-2024 mid-2024 ~ Jun 2026 Jun 2026 - ~2028
Jul 2014 Mar 2022 oct 2024 Nov 2025
MH17 TPD activated CBR21% Witkoff
shoot-down SWIFT cut peak 28t plan
Nov 2013 Nov 2021 24 Feb 2022 Sep 2022 Jul 2023 Feb 2025 Feb 2026 : Jun 2026
Revolution of NS2cett  Full-scale Nord Stream Russia exs German vote US-RU-UA | Bifurcation
Dignity (Maidan) hatted  invasion destroyed  grain deal -AfD 2nd talks point — current
Mar 2014 28 Feb oct 2024 Jun 2025 2027-28
Crimea CBR 20% G7 ERA Hague 5% Fork closes
annexation reserves frozen $45B loan NATO 12-18 mo
Feb 2015 Aug 2022 Dec 2025
Minsk II TTF €343 EU permanent
Uniper bailout gas ban

Phase 4 categorically resolved -
cross-coupling packs

Phase 5 fork closes within 12-18 months - methodology read: 1962-style inflection altitude

Sources: Configuration trace PHN-CMP-0061 - primary sources per main foundational report.

FOUNDATIONAL REPORT PHASE ARCHITECTURE -
CLOSES WITHIN 12-18 MONTHS.

TWELVE YEARS. FIVE PHASES. PHASE S FORK

BEARINGA - ICAAP FINANCIAL CYCLE 1
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EXHIBIT 03

() BearingA

BANKING ICAAP VERTICAL READ - 01

VERTICAL READ + VOL III - ICAAP

Capital adequacy in a configuration-shifted world.

Russian exposure resolved. Sovereign credit inverted. Defense exposure asymmetric. The ICAAP that worked in 2021 doesn’t read 2026.

Q1 THE WRITE-DOWNS RESOLVED

Société Générale

UniCredit [ ] €12.68 - €0.850
Raiffeisen - RBI 777777777774 f‘ZerE‘Tr Btlrapped
Intesa Sanpaolo | €58 + €0.06B

11x reduction

u retained m trapped st CBR (oxblood) o exposure exited
Three exit pattemns: clean (SocGen), gradual (UniCredit,
Intesa), structural retention (RBI).

03 WHERE THE CASCADE PRICED IN
A peak ~2,360 - Sept 2025 (off-scale)

Rheinnetall
1,000

o
2022 2023 2024 2025 2026

14x i four years on one stock. The concentration is
the implication for sector exposure.

€18.68 - €0
exited May 2022

Q2 THE SOVEREIGN CREDIT INVERSION
251 bp crossover - late 2025

+ France
- Italy

[
Sep 2022 I8N 2026

First sustained Eurozone inversion. ICAAP sovereign
credit assumptions written pre-2022 don't read 2026.

~$10.6B

Q4 THE TRAPPED LIQUIDITY

8398 7 RBI deposits at the Bank of Russia
16.8x =40% of subsidiary assets
ot releasable through normal channels
soB2 "
Feb 2022 late 2025

40% of subsidiary assets trapped. ICAAP must stress
this as a structural — not contingent — capital exposure.

Four dimensions ICAAP must now stress. Each is a configuration outcome, not a cyclical event. The capital adequacy framework that worked in 2021 was calibrated against a different substrate.

Sources: SocGen / UniCredit / RBI / Intesa quarterly disclosures - The Bell (6 Apr 2026) - S&P Global Market Intelligence (10 Jul 2024)
Ttalian MEF spread analysis (2026) - Rheinmetall investor relations - XETRA RHM.DE historical price data.

BANKING ICAAP - VR 01

EXHIBIT 04

() BearingA
SOVEREIGN CREDIT INVERSION - D2

France now trades worse than Italy.

BIS bank exposure data - ING (8 Sep 2025) BANKING ICAAP - 2026

CAPITAL ADEQUACY IN A CONFIGURATION-SHIFTED WORLD.

DATA LAYER - SECTION IV - MARKETS REPRICING

The sovereign credit inversion no analyst predicted in 2022 — empirical evidence that the

political-economic absorption cascade is operating exactly as the methodology reads it.

20T Italian compression drivers
5
250 bp @~X m Meloni governance stability

= Giorgetti fiscal discipline

= ECB TPI backstop

200 bp First sustained inversion in Eurozone history:
French sovereign credit trading wider than Italian.

150 bp

100 bp

50 bp P France - 5060 b -=m-=oo T
o Sep 2022 .

= Italy - BTP-Bund 10Y === France - OAT-Bund 10Y

Trading Economics French bond yields (Jan 2026) - Borsa Italiana BTP data (Dec 2025).

DATA LAYER -
EUROZONE INVERSION.

SOVEREIGN CREDIT — FRANCE NOW TRADES WORSE THAN ITALY.

French widening drivers

Fiscal slippage (>3% deficit)

Snap elections July 2024

Barnier collapse Dec 2024

Lecornu emergency budget Jan 2026
RN polling lead into 2027

s e

France - sustained

75—85

—0

59-62

Italy - Jan 2026

Jul 2024 2025

Jun 2026
inversion crossover - late 2025
Sources: ING “French political storm” (8 Sep 2025) - Italian MEF spread analysis (2026) - SEP 2022 - JUN 2026
FIRST SUSTAINED
BEARINGA - ICAAP - FINANCIAL - CYCLE 1 -
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EXHIBIT 05

(¢] BearingA DATA LAYER -

03 TTF GAS - B1

Three times the baseline.
New regime, not transient.

The price the European industrial base now plans
against — permanently rebased.

€343

21x baseline

€300
€200
€100
€16
o — o
2019-21 Aug 2022 2024
baseline intraday peak
BEFORE - 2019-21 AVG CURRENT - JUN 2026
€16 ~€50
/MWh baseline /MWh - €343 peak Aug 2022

Sources: ICE TTF futures - Trading Economics commodity tracker - Eurostat energy data.

DATA LAYER - TTF GAS — THREE TIMES THE BASELINE. NEW REGIME,
€343 PEAK » ~€50 CURRENT.

BEARINGA

SECTION II - CANONICAL PAIRS - 3 / 5

~€50

“new normal” - 2-3x rebased

Jun 2026

current

~3)(

STRUCTURALLY REBASED

2019-21 - JUN 2026

NOT TRANSIENT. €16 »

ICAAP

FINANCIAL - CYCLE 1
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ABOUT BEARINGA

BearingA

BearingA is a Ukrainian company. Headquartered
in Kyiv. Operating across Kyiv and Amsterdam.
Building and running the engine continuously
since March 2024, through every geopolitical
configuration the period has produced.

The compound geopolitical configurations the
engine reads for institutional clients are, in Kyiv,
operational conditions navigated daily while what
reads them is being built. Not encountered first in
the corpus. Navigated first. The reads compose
with first-hand reference.

We are proud of Ukrainian resistance. Proud of
the mental strength of the people building under
these conditions. Proud of the depth of analytical
talent operating here. This is where BearingA was
built and this is where BearingA will remain
headquartered.

SPEAK TO BEARINGA

BearingA does not run discovery calls, and does
not gate the first conversation behind a form.
Reach directly. You will hear back inside a
working day.

Deploy against sheeringa@bearinga.com
your position

One specific sheeringa@bearinga.com

read

On behalf of a enquiries@bearinga.com

client or firm

Editorial - enquiries@bearinga.com

academic -

media

THIS READ

WEB bearinga.com/reads/
cycle-1-italian-ssm

SOURCING Every claim traces to a
primary source at the live
web read. Sources are
dated, versioned, and
indexed continuously from
Kyiv since March 2024.

BOUNDARY Anonymised archetype. No

named institution's data
enters this composition.
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