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BEER Model Framework

Understanding the Concept

Purpose and Benefits of the BEER Model Model Overview
A BEER model estimates where a currency should be 0Our model analyzes 14 currencies consisting of G10 and 4 EM picks
@ trading based on economic fundamentals. It provides a .
benchmark “fair value” rate, making it easier to assess
Assess if a currency is misaligned with its economic reality 9 an 3
Fair Value ' I Utilizes data spanning from Q1 2000 to Q1 2025
Compares actual spot and forward exchange rates to e
BEER-derlved falr values to highlight overvalued and . Operates on a quarterly data frequency for robust trend capture
undervalued currencies. This provides a solid basis for
making more informed trading or hedging decisions. o

I Incorporates REER, CPI, GDP per Capita, and Trade as core inputs for the model

The BEER model incorporates long-term, medium-term
and short-term factors, making it a robust tool. This
multi-layered approach captures both structural and
cyclical influences on a currency’s value.

Technical Approach

BEER model was built in Data sourced and vetted

Being easily adjustable, it allows to stress-test potential Python for robust and manually to ensure quality,

‘what-if scenarios in the future and forecasts how reproducible analysis consistency, and

such changes affect the “fair value” equilibrium rate. transparency

7

_________________________________________ Long-run relationships Model built as a multi
: 1 between REER and its time-series regression
i log(REER) = a + B log(GDP C) + B2 1log(CPI) + B3log(Trade) + € | fundamentals estimated of REER on its
I I using OLS regression economic drivers

T
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Currency Selection
Mapping Out the Selection Process

Strategic Selection

Define Selection Criteria

Prioritize G10 currencies for relevance
and liquidity and incorporate emerging
markets to capture regional diversity

and structural misalignment potential

Screen with Strategic Filters

Screen EM currencies based on trade
exposure, capital flow importance,
global financial presence, and
monetary regime diversity

Build Candidate Set

Identify currencies that meet the
strategic filters and hold potential
for meaningful macroeconomic
insights

Model Suitability Test

Data Availability

Ensure consistent macro
data for key BEER inputs like
productivity, interest rates, and
|_ | extemal balances

Suitability Assessment

currencies within the BEER
framework, ensuring

I

I

| Testing behavior of candidate
|

| economic interpretability

Final Selection

Select currencies that align with
technical model requirements
and passed suitability tests,

supporting reliable output

Results of the Screening Process

N
Z 1IN

-

The selected currencies were chosen for their
strategic relevance and model suitability,
fulfilling the predefined criteria for model

estimation and providing great foundation for a
meaningful misalignment analysis.
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Quantitative Input

How Each Variable Influences the “Fair Value” Exchange Rate

Real Effective Exchange Rate (REER)

GDP per Capita (PPP)

Used as benchmark to compare against BEER

Foreign CPI
Domestic CPI

REER = NEER x

Consumer Price Index (CPI)

Higher GDP per capita increases BEER
GDP inUSD

DP ita =
C L et Population

Trade Openness (as % of GDP)

Higher CPIl lowers BEER

CPI = Price Index of Goods (relative to base year 2010)

Higher trade openness increases BEER

Exports + Imports

Trade Openness = CDP
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BEER Model Methodology

The Detailed Process and Snapshots of the Model's Outcome

The Model Process

Collect Data Define Regression Estimate Model Compute BEER Calculate Misalignment
Y X Iad e th, [,
ol

8% H 11 m il »« B == [ E &= IZ &8 Il =B

$20k $40k $60k $80k $100k $120k

Quarterly data from a REER as dependent OLS regression estimates Receive model-implied Difference between Long EUR/ Short GBP
large time frame to ensure  variable, fundamentals as REER based on “fair value” based on actual REER and BEER based on BEER
robustness independent inputs economic fundamentals fundamentals fair value misalignment
Currency Misalignment Summary “Fair Value” Misalignment in Relation to GDP per Capita
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Analyzing BEER Model Outcomes
Historical Over- and Undervaluation of the EUR and GBP

= REER BEER = REER BEER

EUR: REER vs BEER (relative value) GBP: REER vs BEER (relative value)
5-1-2-0-““““_““"““"“--"““-_““"““"““"““-": i 140 :
i L1130 ~ !
110 ,/\j\/d_/\/\ ! \\,—\/\/ 2 .
! \/'\ o 120 |
: " i 1110 :
| 100 VA A“\/\/\’\ . / \,./'/~ |
1 v 1 1 1
I \,/\/ ' 1100 e i
| 90 190 :
| 2000 2005 2010 2015 2020 2025, | 2000 2005 2010 2015 2020 2025

2012-2018 2012-2021

EUR was continuously Low inflation led to a EUR significantly GBP was significantly Relatively close First time consistently
overvalued according short period of undervalued by the undervalued due to convergence indicating overvalued for a longer
to the BEER model due overvaluation which largest margin observed high exposure to the macroeconomic period since the early
to favorable interest then switched to — in the sample period financial crisis and the alignment and fair 2000s mostly due to the
rates and confidence in undervaluation due to due to the inflation gap BoE’s aggressive valuation delayed rate cuts
EUR the QE from the ECB monetary easing
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Macroeconomic Analysis Eurozone |I.
Disinflation with Fragile Growth Supports EUR Repricing

Overview Trends in CPl and GDP Growth
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! stable government | 1 Ioann tI(:rr? |2?)/n tr;ea;t Pl growing capital inflows ! 50,
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! -15 ! |j The Eurozone economy grew by 0.6% in the first quarter of 2025, doubling
1 -20 ! the earlier estimate of 0.3%
| -25 AN J
1
: -30 : e ™
X 2021 2022 2023 2024 2025 | k‘ Eurozone headline inflation fell to 1.9% in May 2025, marking the first
! e Consumer Confidence Euro-Area Business Climate Index X drop below the ECB’s 2.0% target since September 2024
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Macroeconomic Analysis Eurozone Il.
Monetary Flexibility and Structural Support

Monetary Policy Eurozone Interest Rate Forecast
“I think we are getting to the end of the monetary policy cycle, that was 4.50 %
responding to compounded shocks” 4.00 %
— Christine Lagarde (ECB President), 5 June 2025 : ©
N~ 3.50 %
No pre-commitment reflects the ECB’s response to uncertainty 3.00 %
7/ 250 %
h (o)
Markets are currently pricing in one more 25 bps cut by the ECB 2.00 %
this year 1.50 %
d 2023 2024 2025
Fiscal Policy Assessing Risks
Tariff Uncertainty Export Headwinds
EU-US trade talks remain uncertain A stronger euro could weigh on exports and
% amid internal divisions and sector- raise concerns over external
specific tariff threats competitiveness
Weak industrial output persists in Diveraina fiscal ;
. . . . : ging fiscal strategies among
Growth s:u_pportlve Diverging fiscal several member states, clouding near- member states may challenge
policies stances across term growth outlook unified policy coordination

member states

Manufacturing Weakness Policy Fragmentation

Bloomberg, Trading Economics, ECB - 11 - | Valid until 06/25/2025 © WUTIS
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Macroeconomic Analysis UK I.
Subdued Growth and Lingering Inflation Risks

Overview Trends in CPl and GDP Growth
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| -20 | below 1% - reflecting limited domestic demand recovery
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L2021 2022 2023 2024 2025 E Market confidence indicators improved slightly post 2022 lows, but remain
! e Consumer Confidence Markit Composite PMI ' | G==p historically weak - showing consumer caution and low business momentum
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Macroeconomic Analysis UK II.

Monetary Caution Meets Fiscal Pressure

Monetary Policy

UK Interest Rate Forecast

“Interest rates remain on a gradual downward path, although we left
them on hold today”
— Andrew Bailey (BoE Governor), 19 June 2025

BoE held rates at 4.25% in a 6-3 vote, with dissenters favoring a cut
amid weak growth and a loosening labor market

Markets are currently pricing in two further quarter-point interest rate
cuts by the BoE before the end of the year

Fiscal Policy

5.25%

4.75%

4.25%

3.75 %
-

3.25%
2023 2024 2025

Assessing Risks

]

Tax hikes are
expected in the
autumn budget

Government is not

expected to meet
fiscal deficit

Oil Price Sensitivity CPI Data

A rebound in GDP or strong consumer
data could improve sentiment toward the
pound

Qil prices remain under close watch amid
geopolitical tensions in the Middle East

Persistent wage pressures may keep
services inflation elevated, forcing the
BoE to maintain a restrictive stance

A stabilizing labour market could shift
policy outlook, reducing urgency to cut
interest rates

Labour Market

Wage Pressure

BBC, Trading Economics, Bloomberg Finance L.P.
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Currency Trade Setup

Capitalizing on Currency Mispricing

GBP Positioning

EUR GBP Misalignment chart
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Appendix |
Sources
I S 7 S T
Bloomberg Finance L.P. BEER Model Data, Macroeconomics Continuous use
Trading Economics Link 5/18/2025 Model Methodology
IMF Link 05/18/2025 Model Methodology
University of Glasggw and Peterspn Institute Link 05/18/2025 Model Methodology
of Intemational Economics
Goldman Sachs FXin Focus: D"(Eo'ig'; Models Work? 05/18/2025 Model Methodology
Bank of America FX Value: We prefer BEER (2018) 05/18/2025 Model Methodology

A primer on G10 equilibrium exchange

Bank of America rates (2019) 05/18/2025 Model Methodology
Bank for International Settlements Link 06/10/2025 REER
World Bank Link 06/10/2025 CPI, GDP per Capita, Trade
BBC Link 06/20/2025 UK Monetary and Fiscal Policy
ECB Link 06/21/2025 Eurozone Monetary Policy
Reuters Link 06/23/2025 UK Economic Information
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https://tradingeconomics.com/euro-area/indicators
https://www.imf.org/external/pubs/ft/wp/wp9867.pdf
https://www.piie.com/sites/default/files/publications/pb/pb07-4/macdonald.pdf
https://data.bis.org/
https://databank.worldbank.org/source/world-development-indicators
https://www.bbc.com/news/articles/c98wyyk475no
https://www.ecb.europa.eu/press/press_conference/monetary-policy-statement/2025/html/ecb.is250605~f00a36ef2b.en.html
https://www.reuters.com/world/uk/sluggish-uk-business-activity-improves-pmi-shows-threats-outlook-abound-2025-06-23/

Disclaimer

This document is being made available by WUTIS Trading and Investment Society, acting through its society ("WUTIS"), for information purposes only and for the sole and exclusive use of the addressee in connection with the matter or
possible transaction to which this document relates. This document is incomplete without reference to, and should be assessed solely in conjunction with, the oral briefing provided by WUTIS.

This document is strictly confidential and remains the property of WUTIS. You agree that you shall only use this document for the purpose of evaluating and considering the matter or possible transaction to which this document relates. This
document may not be distributed, published, reproduced, or disclosed, in whole or in part, to any other person, nor relied upon by you or any other person, nor used for any other purpose at any time, in each case without the prior written
consent of WUTIS.

This document does not constitute nor does it form part of an offer to sell or purchase, or the solicitation of an offer to sell or purchase, any securities or any of the businesses or assets described herein or an offer or recommendation to enter
into any transaction described herein nor does this document constitute an offer or commitment to provide, arrange or underwrite any financing. Y ou are responsible for making your own independent investigation and appraisal of the risks,
benefits, appropriateness and suitability of any transaction or matter contemplated by this document and WUTIS is not making any recommendation (personal or otherwise) or giving any investment advice and will have no liability with respect
thereto. The decision to proceed with any transaction or action contemplated by this document must be made by you in the light of your own commercial assessments and WUTIS will not be responsible for such assessments.

Neither WUTIS nor any of its subsidiaries or affiliates, nor any of their respective officers, directors, employees or agents (WUTIS together with such persons being the “WUTIS Group”) accepts any liability whatsoever for any direct, indirect or
consequential losses (in contract, tort or otherwise) arising from the use of this document or its contents or any reliance on the information contained herein. WUTIS Group is not responsible for any specialist advice, including legal, regulatory,
accounting, model accounting, tax, actuarial or other advice.

This document was prepared on the basis of information and data, obtained from publicly available sources and, where applicable, from you and/or any other entity that may be involved in any transaction or matter contemplated by this
document (and/or any of your or the aforementioned entities’ affiliates), in each case prior to or on the date hereof. The information in this document has not been independently verified by WUTIS. WUTIS has relied on any information provided
by you or from third party or public sources as complete, true, fair, accurate and not misleading. With respect to any financial or operating forecasts and analyses provided to it, WUTIS has assumed that they are achievable and have been
reasonably and properly prepared on bases reflecting the best currently available information, estimates and judgments as to the future financial performance of the entity(ies) to which they relate and that such forecasts or analyses would be
realised in the amounts and time periods contemplated thereby. No member of the WUTIS Group, makes any warranty or representation, express or implied, as to the accuracy, completeness or reasonableness of the information (including
projections and assumptions) contained in this document whether obtained from or based upon third party or public sources or otherwise.

This document is given as at the date hereof, may not be final, is based on information available to WUTIS as at the date hereof, is subject to any assumptions set out therein and is subject to change without notice. Accordingly, this document
may be based on (a) data and information that may no longer be current and (b) estimates that may involve highly subjective assessments. It should be understood that subsequent developments may affect this document and the WUTIS
Group does not undertake any obligation to provide any additional information or to update any of the information or the conclusions contained herein or to correct any inaccuracies which may become apparent. Any data or information
regarding, or based on, past performance is no indication of future performance.

Members of the WUTIS Group are involved in a wide range of commercial banking, investment banking and other activities out of which conflicting interests or duties may arise. In the ordinary course of its business, the WUTIS Group may
provide services to any other entity or person whether or not a member of the same group as you (a “Third Party”), engage in any transaction (whether on its own account, on behalf of any Third Party or otherwise, and including any transaction
or matter contemplated by this document), notwithstanding that such services, transactions or actions may be adverse to you or any member of your group, and the WUTIS Group may retain for its own benefit any related remuneration or profit.
The WUTIS Group operates in accordance with a conflicts of interest policy which identifies conflicts of interest it faces in the ordinary course of its business, and establishes organisational and procedural measures to manage those conflicts
where it is reasonably able to do so. Neither WUTIS nor any other part of the WUTIS Group shall have any duty to disclose to you or utilise for your benefit any non-public information acquired in the course of providing services to any other
person, engaging in any transaction (on its own account or otherwise) or otherwise carrying on its business. WUTIS’ research analysts and research departments are independent and are subject to certain regulations and internal policies.
WUTIS research analysts may hold opinions and make statements or investment recommendations and/or publish research reports with respect to any company referred to herein, the transactions contemplated herein or any person or entity
involved therein or related thereto that differ from or are inconsistent with the views or advice communicated by WUTIS.
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Appendix Il

BEER Model Code

Code available upon request.
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