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Abstract
The Citizens Standard makes the public a permanent, price-insensitive net buyer of total-market 
equity — on the order of the annual K1+K2 deposit flow. The standing objection, voiced 
informally by critics and stated formally as an open problem in the macroeconomic model (Neo-
Solon, 2026e, §8), is that such a buyer must do one of four things: inflate asset prices without 
limit, destroy price discovery, leak into consumer-price inflation, or concentrate corporate control 
in a single state-adjacent vehicle. This paper shows that none of the four holds under the 
architecture's design, and locates precisely where each effect is real but bounded. The analysis 
separates the flow the buyer adds each period from the stock it accumulates over time. On the 
flow side: the valuation premium converges to a finite fixed point A*/φ; in steady state the flow is 
intermediated through primary equity issuance and therefore funds real capital formation rather 
than perpetual repricing; and the consumption leak into the transactional circuit is bounded by 
the marginal propensity to consume out of asset wealth (≈ 3%). On the stock side: cumulative 
ownership plateaus through decumulation rather than rising to one, price discovery is preserved 
above an active-float threshold, the cost-of-capital effect is allocation-neutral within a total-
market index, the index is capture-resistant when mechanical and constitutionally locked, and a 
mirror-voting rule renders the citizen stake economically real but control-neutral. Each result is 
conditional on stated quantities; the one that runs against the framework in the present US 
regime — the net equity-supply response φ — is secured by a buyback constraint this paper 
identifies as a required complement to the architecture (not yet part of the framework) and 
carries as its baseline.

The Citizens Standard: The Structural Buyer  ·  Neo-Solon, 2026  ·  Page 2



Contents
1. Introduction................................................................................................................................4
2. The structural buyer, defined.....................................................................................................5

2.1 The agent...........................................................................................................................5
2.2 Scale, in perspective..........................................................................................................5
2.3 Placement in the two circuits.............................................................................................5
2.4 The valuation environment.................................................................................................5
2.5 The maintained baseline....................................................................................................5

3. The valuation fixed point (Proposition 1)...................................................................................6
4. The flow funds real investment (Proposition 2)..........................................................................6
5. Seller rebalancing and the consumption leak (Proposition 3)....................................................7
6. Price discovery and the stock problem (Proposition 4)..............................................................7

6.1 The stock problem............................................................................................................. 7
6.2 Decumulation bounds ψ.....................................................................................................7
6.3 The threshold..................................................................................................................... 8
6.4 Proposition 4...................................................................................................................... 8
6.5 Design decision — the holdings ceiling.............................................................................8

7. Cost of capital and capital allocation (Proposition 5).................................................................9
8. Index governance and capture resistance (Proposition 6)........................................................9
9. Corporate control: ownership without control (Proposition 7)....................................................9
10. Calibration and falsification....................................................................................................10

10.1 A* (absorption flow)........................................................................................................10
10.2 φ (net equity-supply response)...................................................................................... 10
10.3 κ_W (MPC out of asset wealth).....................................................................................10
10.4 θ (adjustment speed).....................................................................................................10
10.5 μ* (target money share).................................................................................................10
10.6 V_T stability................................................................................................................... 11

11. Limitations and scope............................................................................................................11
12. Conclusion.............................................................................................................................11
Appendix A — Formal statements and proofs.............................................................................12
Appendix B — Calibration tables.................................................................................................13
References.................................................................................................................................. 15

The Citizens Standard: The Structural Buyer  ·  Neo-Solon, 2026  ·  Page 3



1. Introduction
A monetary architecture that funds citizen wealth by depositing newly issued money into 
invested savings accounts is, viewed from the capital market, a single agent of unusual 
character: a buyer of equities that is large, permanent, price-insensitive, and that does not sell 
on its own account. The natural question — the one a skeptic raises first and the one the 
macroeconomic model left formally open — is whether an agent of that character breaks the 
market it operates in.

The objection comes in four forms, and it is worth stating them at their strongest. First, a 
permanent buyer must bid prices up without limit, so the citizen "wealth" is just an asset bubble 
the system inflates and then owns. Second, a large price-insensitive holder destroys price 
discovery, so capital is misallocated because prices stop carrying information. Third, money 
created to buy equities leaks into the spending economy and shows up as consumer-price 
inflation, so the dollar of income is debased even as the dollar of wealth rises. Fourth, a single 
vehicle that accumulates a large equity stake concentrates corporate control, so the architecture 
quietly nationalizes the means of production.

The reply to all four turns on a single distinction: between the flow the buyer adds each period 
and the stock it holds over time. The flow is what could inflate prices, fund or fail to fund real 
investment, and leak into consumption; it is governed by Propositions 1–3. The stock is what 
could impair price discovery and concentrate control; it is governed by Propositions 4 and 7. 
Most of the alarm attached to a "permanent buyer" is in fact alarm about the flow, and the flow 
results are the most favorable: the premium is bounded, the steady-state flow funds real 
investment, and the leak is small. The genuinely hard questions live on the stock side, and they 
are answered there — not by denying that the stock grows, but by showing that decumulation 
bounds it, that discovery survives above a threshold, and that a voting rule severs ownership 
from control.

Two features of the architecture do most of the work, and both are worth foregrounding. The 
first is two-circuit separation: the money that funds the floors lives in the asset circuit and does 
not enter the transactional circuit that prices goods, which is why the asset-side activity does not 
debase the unit of account. The second is index breadth: the Citizens Standard mandates a 
total-market index, and that single choice minimizes both the cost-of-capital distortion at the 
index boundary (Proposition 5) and the governance attack surface of index definition 
(Proposition 6). Breadth does double duty, and the paper returns to it.

This paper closes the structural-buyer problems left open in the macroeconomic model (Neo-
Solon, 2026e, §8): the production-side valuation fixed point, the seller-rebalancing channel, and 
index-definition governance under a permanent buyer. It positions against three literatures it 
does not otherwise engage: the theory of the universal owner and common ownership (Hawley 
& Williams, 2000; Azar, Schmalz & Tecu, 2018); the debate over passive investing and price 
discovery (Grossman & Stiglitz, 1980); and the q-theory of equity issuance and investment 
(Tobin, 1969; Hayashi, 1982). It takes the two-circuit macro environment of 2026e as given and 
adds the capital-market layer the series has so far left implicit.
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2. The structural buyer, defined

2.1 The agent

The Forced-Deposit Capital Account (FDCA) executes the equity side of the floor system: the 
K1+K2 deposit flow is directed, each period, into a total-market equity index. Call the net 
absorption flow A*. At the architecture's calibration A* is approximately $272 billion per year — 
about 0.39% of US public-equity capitalization (K1 plus the 60 percent of K2 that funds the 
locked floor under Mode B’s 60/40 split; the remaining 40 percent is paid as the standing 
dividend and is not absorbed into equity) (Neo-Solon, 2026c). In general the flow scales with the 
adopting economy’s aggregates and the single policy lever κ_d (the consumer-dividend share, 
0.4 under Mode B): A* = (1 − κ_d) · g_r · M2 + κ_d · K1_agg, or as a share of domestic index 
capitalization M_index, f = A*/M_index ≈ (1 − κ_d) · g_r · (M2 / M_index), the approximation 
holding because the citizenship endowment K1_agg is small relative to the growth bulk. A 
jurisdiction recovers its own figure from its money supply, its index capitalization, and its chosen 
κ_d — 0.65 percent at κ_d = 0, 0.39 percent at the Mode B value κ_d = 0.4, and zero at κ_d = 1 
(Mode D, the all-dividend corner where K1 is also inactive, so the structural buyer absorbs 
nothing and A* = 0) — without re-deriving the K1 and K2 components. The FDCA is permanent 
(the deposit flow does not stop), price-insensitive (it buys to a schedule, not to a valuation 
signal), and — on its own account — a non-seller (it holds; sales occur only through cohort 
decumulation, §6). It is the cleanest possible structural buyer.

2.2 Scale, in perspective

A buyer of 0.65% of market capitalization per year is not unprecedented in magnitude; it is 
smaller than the flow the US equity market already absorbs in the opposite direction, where net 
repurchases have averaged about 1.5% of capitalization per year. The market routinely 
intermediates a seller of larger size. The question this paper answers is therefore not whether 
the market can absorb the flow, but whether the buyer's permanence, price-insensitivity, and 
non-selling change the equilibrium in ways the macro model did not resolve.

2.3 Placement in the two circuits

The FDCA operates in the asset circuit M^A. Its purchases are settled in asset-circuit money 
against equity claims; they do not enter the transactional circuit M^T that prices goods. This is 
the structural reason the buyer's activity does not, of itself, move consumer prices — the only 
bridge from M^A to M^T is the consumption leak of §5 (Proposition 3), which is bounded.

2.4 The valuation environment (from 2026e §6)

Let Q_t be the valuation index of the composite equity claim and Q_baseline its counterfactual 
level absent the FDCA. Firms supply equity through the primary market in response to elevated 
valuations (the supply-side counterpart to the q-theory of investment; Tobin, 1969; Hayashi, 
1982), I_t = φ·(Q_t − Q_baseline) with supply elasticity φ > 0; the tradable float evolves as Δf_t 
= I_t − A_t; and valuations adjust to net excess demand for float with speed θ > 0, Q_{t+1} = 
Q_t + θ·(A_t − I_t). All parameters are positive. This is the environment in which the flow results 
are derived.
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2.5 The maintained baseline

One calibration fact (developed in §10) is consequential enough to state at the outset. In the 
present US regime net equity issuance is negative — buybacks dominate and rise with 
valuations — so the supply response φ, taken from current data, is not positive. Proposition 2 is 
therefore stated under a buyback-constrained baseline: a regime in which net issuance 
responds positively to a sustained valuation premium. This constraint is now a provision of the 
Citizens Standard — the payout-neutrality safeguard of the architecture (Neo-Solon, 2026a, 
§16.6) and the graduated repurchase charge of the statutory paper (2026d, §10), both built on 
the net-repurchase base of IRC §4501. The lever is feasible and precedented rather than novel: 
a 1% repurchase excise was enacted into US law in 2022 and higher rates have since been 
proposed. Under the buyback-constrained baseline the supply response is the q-theory channel 
the model assumes; without it, the same flow produces a larger valuation premium and less real 
investment. The constraint is treated as part of the design this paper proposes, not as an 
empirical hope.

3. The valuation fixed point (Proposition 1)
Proposition 1. Given a permanent absorption flow A* > 0 and supply elasticity φ > 0, the 
valuation dynamics admit a unique fixed point Q* − Q_baseline = A*/φ, finite for every finite A*, 
and converge to it iff 0 < θφ < 2 (monotone for θφ < 1, damped-oscillatory for 1 < θφ < 2).

The premium is finite because the supply response is increasing in the premium itself: issuance 
rises until it equals absorption. It is decreasing in φ — a stronger issuance response yields a 
smaller premium — and diverges only as φ → 0. The structural buyer is dangerous to valuations 
precisely and only when firms cannot or will not supply equity. Proof: Appendix A.2.

Figure 1. The bounded valuation fixed point (Proposition 1). Left: the valuation premium Q* − Q_base = A*/φ 
is finite for every φ > 0 and decreasing in φ (0.78 at the illustrative φ = 0.5). Right: the quarterly repricing  
iteration converges to that fixed point if and only if 0 < θφ < 2; at θφ = 2.5 it diverges. The structural buyer  
raises the level of valuations by a bounded amount without destabilizing price formation.
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4. The flow funds real investment (Proposition 2)
Proposition 2. At Q*, net issuance equals absorption (I* = A*), the float is constant, and firms 
raise A*·Q* of new equity capital per period through the primary market. The valuation premium 
A*/φ is a once-for-all level effect realized during the transition; in steady state there is no further 
repricing. Along the transition, per-period repricing decays geometrically at rate |1 − θφ| while 
the share of the flow met by primary issuance rises monotonically from 0 to 1, with total 
repricing equal to A*/φ.

This is the formal answer to "it just inflates assets." In steady state the perpetual flow is 
intermediated through primary issuance and funds real capital formation; the premium is a one-
time repricing, not an ongoing inflation. The result rests on reading φ as a genuine equity-
issuance/investment elasticity — the maintained buyback-constrained baseline of §2.5 — and 
that interpretation is the paper's central empirical commitment and falsification point (§10). 
Proof: Appendix A.3.

5. Seller rebalancing and the consumption leak (Proposition 
3)
Proposition 3. For any FDCA secondary-market purchase Δ, the consumption leak into the 
transactional circuit is bounded above by κ_W·Δ, where κ_W  [0.025, 0.05] is the marginal ∈
propensity to consume out of asset wealth; hence at least (1 − κ_W) of secondary proceeds re-
enters the asset circuit.

The seller of equity rebalances toward a target money share; the only escape to the goods-
pricing circuit is consumption out of the realized wealth change, governed by κ_W. With κ_W 
near 0.03 (§10.3) the leak is at most a few percent — and, by Proposition 2, in steady state the 
FDCA's counterpart is an issuing firm investing the proceeds, not a household consuming them, 
so the leak bears chiefly on the transition. Proof: Appendix A.4.

6. Price discovery and the stock problem (Proposition 4)

6.1 The stock problem

The FDCA never sells on its own account, so taken in isolation its ownership share ψ_t rises 
without bound — a permanent non-selling buyer eventually owns everything. If that were the 
whole story, price discovery would fail for want of a tradable float.

6.2 Decumulation bounds ψ

The premise is false at the system level. The Stable Floors fund retirement; as each cohort 
decumulates, its floor is liquidated and equity returns to the active float. The FDCA is a 
permanent gross buyer with a demographically-lagged gross seller attached. Modeling the 
aggregate floor as a funded stock gives a steady-state ownership share ψ* ≈ c · dur (deposit-
rate-in-equity-terms times average holding duration; the stock-flow identity is derived in 
Appendix A.6). In the base calibration (c ≈ 0.004, dur ≈ 30 years) the zero-growth value is 
c·dur ≈ 0.12 (≈ 0.16 at the cohort-realistic dur ≈ 40 years); under the framework’s 2 
percent real growth the realized share is ψ* = c·annuity(g, dur) ≈ 0.10 (the constant-
hazard and fixed-duration decumulation models bracket 0.09–0.11), leaving ~88 percent 
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active float; the no-decumulation counterfactual diverges past one. The universal-owner 
concern (Hawley & Williams, 2000), and the related common-ownership concern (Azar, 
Schmalz & Tecu, 2018), thus bear on a bounded 10–20 percent holding — the realized Mode B 
share (≈10%) up to its c/g ceiling (≈20%) — not on literal universal ownership.

6.3 The threshold

Informativeness depends on the active price-setting margin, not on the size of a non-trading 
holding — the Grossman–Stiglitz logic that prices stay informative as long as informed trading is 
rewarded (Grossman & Stiglitz, 1980): a buyer that holds and mirror-votes removes depth rather 
than injecting noise. Discovery is preserved while active float (1 − ψ_t) exceeds a threshold 
f_min and degrades continuously, not catastrophically, toward it. Estimates of US passive 
ownership span ~18% of the market on narrow fund-holdings measures (ICI) to ~33–41% on 
demand-elasticity and reconstitution-volume measures (Haddad, Huebner & Loualiche, 2025; 
Chinco & Sammon, 2024) — and price discovery continues to function across that range, which 
suggests f_min sits below the conservative (zero-growth) active float of 85%. That the estimates 
themselves vary more than twofold is precisely why a backstop is carried.

Figure 2. The decumulation bound ψ* = c · annuity(g, dur) saturates under growth. At zero growth ψ* = c · 
dur, the conservative bounds (maximum-absorption κ_d = 0: c = 0.0065, dur = 30  0.20; high-deposit: c =⇒  
0.015  0.45). Under positive growth ψ* rises more slowly and plateaus at c/g, so the steady-state public⇒  
ownership share stays bounded rather than climbing toward one.

6.4 Proposition 4

Under decumulation recycling, ψ converges to a finite ψ* ≈ c·dur rather than to one; price 
discovery is preserved while 1 − ψ* exceeds f_min and degrades continuously as it approaches 
f_min.
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6.5 Design decision — the holdings ceiling

Because ψ* rises with the deposit rate and duration, the architecture carries an explicit 
constitutional holdings ceiling ψ_max < 1 − f_min. On approaching it, the marginal deposit 
is redirected from the saturated domestic index into a broader asset universe (international 
equity, then a wider claim set) and/or float recycling is accelerated. The ceiling governs liquidity 
and discovery only — by Proposition 7 control is neutralized at every ψ — and it is a backstop, 
not the primary mechanism: in the base case it never binds. Redirection on saturation is where 
the external paper (2026g) enters.

7. Cost of capital and capital allocation (Proposition 5)
Proposition 5. A float-weighted structural buyer is allocation-neutral within the index — it lifts 
each member's valuation in proportion to the weight the market already assigns, leaving relative 
valuations unchanged — and creates an inclusion-boundary premium σ ≤ A*/φ across the index 
edge that is decreasing in index breadth.

Neutrality is relative, not corrective: the buyer preserves the prevailing market-cap allocation 
proportionally, neither disrupting nor repairing it, so the honest claim is only that no new relative 
distortion is introduced inside the index. The boundary premium σ is minimized by construction, 
because the Citizens Standard mandates a total-market index: as coverage approaches the 
whole listed universe, the excluded set shrinks to the micro-cap tail and σ → small. The index-
addition literature both bounds σ and confirms its direction: the S&P 500 inclusion premium fell 
from about 7.4% in the 1990s to under 1% over the past decade, even as indexed assets grew 
(Greenwood & Sammon, 2025; cf. Patel & Welch, 2017) — small and shrinking exactly as 
breadth rises, which is both the empirical content of Proposition 5 and its direct falsification test.

8. Index governance and capture resistance (Proposition 6)
Proposition 6. A mechanically float-weighted, objectively-thresholded, committee-free index, 
amendable only by Tier-2 constitutional supermajority, admits no profitable manipulation of 
inclusion or weighting; the residual threshold-gaming incentive is bounded by σ and minimized 
under total-market coverage.

The attack surface in index design is discretion: where a committee chooses constituents, 
inclusion becomes worth lobbying for and selling. Removing discretion removes the lever — a 
firm is included iff it meets public, mechanical criteria satisfiable only by real economic action — 
and the constitutional lock raises the cost of changing the rule above any inclusion rent. The 
residual incentive to game a mechanical threshold is bounded by the inclusion premium σ, 
which §7 shows is small under total-market coverage: when almost everything is included, there 
is little rent in inclusion. This is an incentive-compatibility argument, conditional on the credibility 
of the constitutional lock that the transition paper's lock-credibility model (2026c) is built to 
establish.
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9. Corporate control: ownership without control (Proposition 
7)
Proposition 7. If the FDCA votes its shares in the same proportions as the aggregate of all 
non-FDCA shareholders (mirror-voting), then for every corporate vote the outcome is identical to 
that determined by the non-FDCA shareholders alone: the FDCA bloc is never pivotal. The 
citizen stake conveys full cash-flow rights and zero marginal control.

The proof is a one-line identity — mirror-voting adds a positive scalar multiple of the residual 
vote to itself, which cannot change which side holds the majority (Appendix A.5). The rule 
dominates mandated abstention, which fails outstanding-share thresholds by counting the 
FDCA's stake effectively as "no" and thereby handing it a de facto veto as ψ grows. Mirror-
voting is what licenses the paper's central claim: universal economic ownership need not imply 
concentrated corporate control.

10. Calibration and falsification
The propositions are conditional on five quantities. Four are favorable or neutral; the fifth runs 
against the framework in the present regime and is secured by design.

10.1 A* (absorption flow). ≈ $272B/yr ≈ 0.39% of market cap (Neo-Solon, 2026c) — smaller 
than current net buybacks (~1.5%). Neutral.

10.2 φ (net equity-supply response) — the binding constraint

Governs Propositions 1–2. In the current US regime net issuance is negative — about −$580B 
in 2016, and negative for all but one of the last fifteen years for nonfinancial firms (Palladino, 
2019) — and buybacks are procyclical, so φ from current data is not positive — the opposite 
sign to Proposition 2's requirement. The gross issuance margin behaves as assumed (firms 
raise equity when valuations are high; Baker & Wurgler, 2002; Graham & Harvey, 2001), so the 
channel exists; it is swamped by repurchases. Resolution: a buyback constraint (graduated 
repurchase tax or cap). This lever is a provision of the Citizens Standard, set out as the 
graduated repurchase charge of the statutory paper (Neo-Solon, 2026d, §10) and the payout-
neutrality safeguard of the architecture (2026a, §16.6). It builds directly on existing law — the 
2022 Inflation Reduction Act's 1% excise on net repurchases (IRC §4501, whose base already 
nets issuance against repurchases), with a 4% rate proposed and graduated higher here so it 
binds. The magnitudes are not marginal: S&P 500 buybacks set a record $942.5B in 2024 
(~1.4% of total-market cap) and net nonfinancial equity issuance has been negative every year 
since 1997 (Palladino, 2019), several times the structural buyer's ~0.39%. The empirical record 
sharpens the design rather than merely supporting it: the 2022 excise cut repurchases by 
roughly a quarter without an offsetting rise in dividends, raising cash but not investment (Autore, 
Barnes, Clarke & Schrowang, 2025), while the issuance response to high valuations is robust in 
aggregate yet concentrated among firms with an existing need for capital (DeAngelo, DeAngelo 
& Stulz, 2010). A weak constraint therefore stops buybacks without redirecting to investment; 
the permanent bid must do the issuance-pulling, and it pulls hardest where fundable 
opportunities exist. Constraint and premium are jointly necessary — neither alone produces 
Proposition 2's result. The paper carries the buyback-constrained regime as baseline. 
Falsification: impose a sustained premium and measure net issuance; if it fails to turn positive 
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under a binding constraint, Proposition 2 fails and the premium is large. Adverse — secured by 
lever, not assumed.

10.3 κ_W (MPC out of asset wealth)

Governs Proposition 3. Modern estimates ≈ 3.2¢/$ (Chodorow-Reich, Nenov & Simsek, 2021); 
the aggregate propensity to consume out of wealth has declined since the Great Recession, 
pushing it lower still (Beach, Gamber & Moran, 2025); equity-specific ≈ 3¢ (Poterba, 2000). 
Range [0.025, 0.05], central ≈ 0.03 — and plausibly lower for locked, illiquid floors. Favorable; 
leak ≈ 3%.

10.4 θ (adjustment speed)

Governs Proposition 1 stability. Quarterly repricing; only 0 < θφ < 2 is required, easily met for 
modest φ. Estimate jointly with φ from the transition path. Neutral.

10.5 μ* (target money share). Governs Proposition 3 dynamics, not the headline bound. 
Household liquid-asset shares anchor it. Neutral.

10.6 V_T stability (M^T tracks Y)

Governs the price-stability result. Aggregate velocity is unstable, but the two-circuit claim is 
narrower and testable: transactional velocity V_T should be more stable than aggregate velocity 
because asset-driven money demand is sequestered in M^A. Open — testable; add a velocity-
feedback term to the issuance rule if it fails.

11. Limitations and scope
This paper isolates the capital-market layer and holds several things fixed that belong 
elsewhere. Behavioral responses — labor supply under guaranteed wealth, consumption-
smoothing against floor balances — are not modeled; they belong in a micro-foundations 
treatment. Crisis-state and drawdown dynamics — what a market crash does to floors near 
maturity, the sequence-of-returns problem — are deferred to the banking paper's stress 
machinery (2026f) and the planned decumulation paper; the price-discovery and control results 
here are steady-state and do not characterize tail states. International equity and home bias 
enter only as the destination of redirected deposits at the holdings ceiling (§6.5) and are 
developed in the external paper (2026g). The high-ψ corner, where ψ* approaches 1 − f_min 
under aggressive deposit or adverse demographic calibration, is handled by the ceiling but not 
characterized in detail. Two dependencies are load-bearing and stated as such: Proposition 2 
requires φ > 0, secured by the buyback constraint (§10.2), and Proposition 6 requires the 
constitutional lock to be credible (2026c). The price-discovery threshold f_min is taken from an 
unsettled literature; the paper's claims degrade gracefully in f_min rather than depending on a 
sharp value.

12. Conclusion
The structural buyer is the point at which the Citizens Standard touches real capital markets 
most forcefully, and the point at which its critics press hardest. Separating the flow from the 
stock dissolves most of the force of the objection. On the flow side, the valuation premium is 
bounded at A*/φ, the steady-state flow funds real investment through primary issuance rather 
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than inflating prices, and the consumption leak is a few percent — provided the buyback-
constrained baseline holds, which is a design choice this paper adds to the architecture rather 
than one it already contains. On the stock side, decumulation bounds cumulative ownership to a 
plateau near 10 percent of the market under the framework’s Mode B calibration — rising 
toward a quarter to a half only under maximum-absorption or high-deposit assumptions — 
rather than to universal ownership, price discovery survives above a float threshold 
backstopped by a constitutional holdings ceiling, the cost-of-capital effect introduces no new 
relative distortion, the index is capture-resistant when mechanical and locked, and mirror-voting 
severs ownership from control completely. The architecture's two recurring features — two-
circuit separation and total-market breadth — are doing the load-bearing work throughout. What 
remains genuinely open is empirical, not conceptual: the sign and size of the net-supply 
response under a binding buyback constraint, and the stability of transactional velocity. Both are 
falsification points, stated as such. The paper closes the structural-buyer problems the 
macroeconomic model left open and hands the next paper — decumulation and sequence-of-
returns risk — the float-recycling mechanism on which its own ψ-plateau result depends.

Appendix A — Formal statements and proofs
Proofs of the four analytically tractable propositions (1, 2, 3, 7) and the ownership steady state 
of Proposition 4. Each was confirmed numerically before being written: the fixed point and 
steady-state identity to machine precision, the stability band convergent at θφ  {0.5,1.0,1.5} ∈
and divergent at 2.5, and the mirror-voting identity across the full (p, ψ) grid.

Setup. Q_{t+1} = Q_t + θ(A_t − I_t), with I_t = φ(Q_t − Q_baseline), A_t = A* > 0, θ, φ > 0.

A.2 (Proposition 1). Substituting, Q_{t+1} = (1 − θφ)Q_t + θ(A* + φQ_baseline): an affine map 
Q_{t+1} = aQ_t + b with a = 1 − θφ, b = θ(A* + φQ_baseline). The unique fixed point solves 
Q*(1−a) = b; since 1 − a = θφ ≠ 0, Q* = b/(θφ) = Q_baseline + A*/φ, finite because φ > 0. The 
general solution Q_t = Q* + a^t(Q_0 − Q*) converges iff |a| < 1, i.e. 0 < θφ < 2; a  (0,1) gives ∈
monotone convergence, a  (−1,0) damped oscillation.  ∈ ∎ Remark: ∂(Q*−Q_baseline)/∂φ = 
−A*/φ² < 0; the premium diverges only as φ → 0.

A.3 (Proposition 2). At Q*, I* = φ(Q*−Q_baseline) = φ(A*/φ) = A*, so Δf* = I* − A* = 0 and 
primary capital raised is I*·Q* = A*·Q* per period; Q constant  repricing R_t = 0 in steady ⇒
state. On transition from Q_0 = Q_baseline, R_t = Q_{t+1} − Q_t = a^t(a−1)(Q_0 − Q*) = 
a·R_{t−1}, geometric decay at |a| = |1 − θφ|. The issuance share I_t/A* = (Q_t − 
Q_baseline)/(Q* − Q_baseline) rises monotonically 0 → 1, and Σ R_t = Q* − Q_0 = A*/φ.  ∎
Remark: rests on φ > 0 as a real issuance/investment elasticity (q-theory); if proceeds were 
returned via buybacks, φ ≈ 0 and the premium is larger — the §10.2 falsification point.

A.4 (Proposition 3). A seller with W = m + e at optimum money share μ* = μ(r, η) is swapped Δ 
of equity for Δ of money; in a pure swap W is unchanged, and at a premium the realized gain is 
ΔW ≤ Δ. Rebalancing to μ* re-deploys money to equity (back to M^A); the only escape to M^T is 
consumption κ_W·ΔW ≤ κ_W·Δ. With κ_W  [0.025, 0.05], leak ≤ 5%, re-deployment ≥ 95%.  ∈ ∎
Remark: by A.3 steady-state purchases are primary, so the leak is chiefly transitional; κ_W·Δ is 
a conservative bound.

A.5 (Proposition 7). FDCA holds share ψ; residual shareholders hold (1 − ψ) and cast fraction 
p YES. Under mirror-voting the FDCA casts ψp YES, ψ(1−p) NO. Total YES = (1−ψ)p + ψp = p, 
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independent of ψ; for any threshold τ the proposal passes iff p ≥ τ — the residual outcome. 
Hence the FDCA is never pivotal.  ∎ Corollary: abstention yields YES-among-cast = p but, on 
outstanding-share thresholds, counts ψ as effective NO, giving a de facto block that grows in ψ; 
mirror-voting preserves p under both threshold types and so weakly dominates, strictly on 
outstanding-share thresholds.

A.6 (Proposition 4, ownership steady state). The FDCA acquires equity at a steady per-
period rate and releases it through cohort decumulation. Let c be the steady-state net 
acquisition per period expressed as a share of market capitalization (c ≈ A*/mktcap ≈ 0.39%/yr), 
and let each unit of acquired equity remain in the floor system an average holding duration dur 
before decumulation liquidates it back to the active float. The citizen equity share is reported on 
this same basis: ψ_t = (cumulative net FDCA acquisitions) ÷ (total market capitalization), the 
public’s running ownership stake in the index. Market capitalization enters the framework only 
as this reporting denominator — the issuance rule itself is anchored to M2 and the transactional 
circuit M^T (Neo-Solon, 2026e), never to the market’s valuation, so a rising or falling market 
changes the reported share without altering a single dollar of scheduled issuance. In 
demographic steady state the FDCA-held stock is constant when acquisition equals release. 
Modeling release as a constant hazard 1/dur (mean holding time dur), steady state requires 
inflow = outflow: c = ψ*/dur, hence ψ* = c·dur. Equivalently, in cohort form, current holdings are 
the unliquidated acquisitions of the last dur periods, Σ_{k=0}^{dur−1} c = c·dur. This is the stock-
flow (Little's Law) identity: a steady-state stock equals arrival rate times average residence time. 
With c ≈ 0.004 and dur ≈ 30 (≈40 on the cohort-realistic estimate), the zero-growth value is c·dur 
≈ 0.12–0.16 and the realized share under 2 percent growth is ψ* ≈ 0.10; the no-decumulation 
limit dur → ∞ gives ψ* → ∞, so decumulation is exactly what bounds ψ.  ∎ Remark: the result is 
a steady-state identity, not a behavioral assumption — only the values of c and dur are 
empirical (Appendix B), and ψ* scales linearly in each. It is leading-order: cohort-duration 
heterogeneity and non-stationary market-cap growth perturb it at second order (in the value-
share interpretation, positive growth lowers it, since older cohorts were acquired into a smaller 
market), so c·dur is a conservative estimate of a plateau that is in any case finite and well below 
one.

Appendix B — Calibration tables
B.1 Parameters.

Symbol Meaning Working value/range Source Governs

A absorption flow 0.39–0.65% of mkt 
cap/yr

architecture 
calibration

Props 1–2

φ net equity-supply 
response

> 0 under the 
repurchase constraint 
(2026d §10)

§10.2 (BIS; Palladino 
2019)

Props 1–2

θ valuation-
adjustment speed

s.t. 0 < θφ < 2 transition path Prop 1

κ_W MPC out of asset 
wealth

0.025–0.05 (≈0.03) Chodorow-Reich et 
al. 2021; Beach et al. 
2025

Prop 3
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Symbol Meaning Working value/range Source Governs

μ target money share household liquid share balance-sheet data Prop 3 dyn.

ψ steady-state 
ownership

≈ 0.10 realized (c·dur ≈ 
0.12–0.16 at zero 
growth)

§6.2 funded-stock 
model

Prop 4

f_min discovery threshold < 0.6 (tentative) Chinco-Sammon 
2024; Haddad et al. 
2025

Prop 4

σ inclusion-boundary 
premium

≤ A/φ; <1% recent 
decade

Greenwood-Sammon 
2025; Patel-Welch 
2017

Prop 5

B.2 Premium comparative statics (illustrative). Premium = A*/φ, decreasing in φ; a one-time 
level shift realized over the transition, with per-period repricing decaying at |1 − θφ|. Over the 
supply-elasticity bracket φ  [0.5, 2.0] (2026e §6.5): in the accumulation phase, where ∈
absorption runs at the gross deposit rate A* ≈ 0.39% of capitalization, the transitional peak 
premium is ≈0.78% (φ=0.5), ≈0.39% (φ=1.0), ≈0.20% (φ=2.0) of valuation; at demographic 
maturity, where drawdown nets absorption down to A* ≈ 0.16% (2026e §6.5), the standing 
premium is ≈0.32% / 0.16% / 0.08% correspondingly. Either way the premium is a few tenths of 
one percent of valuation and eases as net absorption falls with demographic maturity — 
consistent with the macro paper's worked bound.

B.3 ψ plateau (illustrative). ψ* ≈ c·dur: Mode B (c≈0.004, dur=30) → 0.12 (≈0.10 under 2% 
growth); maximum-absorption κ_d=0 (c=0.0065) → 0.20; high-deposit (c=0.015) → 0.45; no-
decumulation counterfactual → diverges past 1. Active float 1 − ψ* = 0.90 (Mode B), 0.80 (max-
absorption).
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