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~~a=e| Brand Valuation in the Age of Water Risk “

Pricing Social Liquidity into Brand Value Through Uncorrelated Financial Factors.

EquariusAl™ helps organizations understand how water intensity and drought risk turn into
reputational and financial impact — so they can protect brand value and enterprise performance.

Strong brands enhance business performance by generating higher returns, sustaining demand into the future,
and lowering the cost of capital. Methodologies such as Interbrand and BrandZ have formalized this logic since
the 1980s with ISO 10668-compliant industry reference. What it does not yet price is the dynamic that
determines whether a brand can absorb the next shock: Social Liquidity — the capacity of reputation to
stabilize performance during periods of stress, such as drought impacts.

Reputation is no longer a soft metric. It measurably affects volatility, valuation, and the cost of capital.
Companies with stronger trust profiles experience less severe financial impact during crises and recover faster.
EquariusAl™ quantifies this reputation buffer and prices it as a financial variable. Water is the most concrete,
traceable, and financially material expression of that buffer — and the entry point for what otherwise reads as
‘unexplained idiosyncratic noise’ in mainstream factor models predicting market volatility (e.g. Beta) or
intangible ESG metrics.

Water risk does not stay operational. It becomes public, drives sentiment, and moves valuation — and brand
trust stabilizes volatility risk. Cross-sectional analysis of 7,200+ S&P 500 company-years (Adriaens et al., 2026)
shows water-intensive firms underperform by approximately —4.8% in returns and —0.37x in future valuation,
with apparel and beverage brands experiencing up to —47% valuation drops following named water events.

While water intensive sectors such as data centers, food and beverage and semiconductor companies have
received all the recent attention because of volumetric water use, the financial impact of water on valuation of
luxury brands is material as well. High-performance sports cars, watches and jewelry, cosmetics and skin care,
and high-end hospitality and resort management may be able to capture a water-based Alpha in their
valuations, provided they invest in water resiliency to counter risks in their supply chains and operations.

1. What EquariusAl™ Brings to Brand Valuation

EquariusAl™ is a decision intelligence platform built for leaders responsible for brand finance, corporate risk,
and enterprise value. It connects domains the market keeps separate.

¢ Connects siloed signals. Environmental exposure, public sentiment, and financial performance modeled in
one framework — not three disconnected dashboards.

¢ Causal, not correlational. Designed to show how specific water and reputational risks translate into
measurable financial consequences for brand and enterprise value.

¢ Reputation as a financial variable. Trust is priced — into volatility, into valuation multiples, into resilience
under stress. This is Social Liquidity, made measurable.
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e Real-time, not retrospective. Dynamic signals reflect how risk

and reputation evolve, where traditional ESG and brand-tracking UNCORRELATED FACTOR ISOLATION
. waterBeta® & brandAlpha® capture variance
tools render static snapshots.

Two trademarked financial engines deliver the brandAlpha™ Al
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framework: waterBeta® prices the operational water risk exposure
into earnings-at-risk; GBRI™ (Governance and Brand Risk Index)
delivers brand-specific discount rates and valuations that map into
external Brand Strength factors such as those developed by
Interbrand.

waterBeta™
(operational risk)

2. Integration into Brand Finance Methodologies

EquariusAl™’s engines enter as additional, uncorrelated inputs at the points where the brand finance
methodology such as Interbrand already accounts for brand KPlIs.

Methodology Step Original Interbrand Input EquariusAl Integration

1. Segmentation Geography, product, service, customer Add water-intensity and basin-exposure
group. segmentation; imputed values using proprietary Al
for the ~90% of firms that do not disclose.

2. Financial Analysis 5-year forecast of revenues to economic waterBeta® adjusts earnings-at-risk in the forecast
profit; capital costs; terminal value. as a factor in pricing volatility. Indicative effect: A
~60 bps increase for resilient water-intensive
industries (based on 10-year index back test).

3. Role of Brand Portion of purchase decision attributable In water-exposed categories, trust is deferred to
to brand vs. other drivers. brand when water performance cannot be
independently verified.

4. Brand Strength 0-100 score across ten factors; drives GBRI™ maps to the six external factors (see
brand-specific discount rate. Section 3). Internal factors absorb water
governance via Commitment and Responsiveness.

5. Brand Value NPV of brand earnings discounted at Fused Water-Reputation Alpha© — the new state
brand-specific rate. variable. Indicative uplift: +4.2% alpha in water-
leading segments, equivalent drag in laggards
(indicative, pending live backtest).

Figure 1. EquariusAl™ engines integrated across Interbrand’s five-step methodology. Quantitative effects are indicative pending live
backtest validation with index partners.

4. Applications

Application areas such as Financial Investment, Brand Management, and Strategy/Business Case Development
have a water-aware extension that is becoming increasingly pertinent given underinvestment by the public
sector and increasing demands of corporate brands.

Financial Applications

Water-adjusted M&A pricing where the target operates in stressed basins; royalty rate negotiations where the
licensee inherits water exposure; balance-sheet brand impairment testing when named water events trigger
write-downs; water risk management investments to counter operational risks; and investor communications
that link water posture to expected returns.
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Brand Management Applications

Water-aware brand dashboards that surface basin-level Brand Strength performance; ROl analysis on water-
related brand investments (basin replenishment, supply-chain water audits, packaging water footprint); and KPIs
tied to brandAlpha™ that allocate responsibility across operations, sustainability, communications, and brand
functions.

Strategy / Business Case Development

Repositioning analyses in stressed basins; brand extension business cases evaluated against water-secure
adjacencies; and Monte Carlo modeling of strategic decisions where water scenarios (drought severity,
regulatory tightening, basin conflict) sit alongside conventional revenue drivers.

5. Key Takeaways

Brands remain one of the few business assets that can provide long-term competitive advantage, and indeed
collateral for financial risk management. Integrating waterBeta® and GBRI™ with brand valuation models
extends the frameworks to a financial factor whose materiality is no longer in question. As CEOs place more
emphasis on brand in investor communications and reporting, moving water out of ‘sustainability metric’
territory and into ‘financial factor’ territory allows the value of water in your brand to become an alpha return.

IVMH amazon

Brand value, bn. (2025) $73.0 54.9 $319.9
Water value, bn. (2025) $3.9(5.3%) $0.14 (2.8%) $11.3 (3.5%)
Water Alpha*, bn. (2026) $76.9 55.4 5$330.2

*If investments in water resilience to mitigate counterparty risk from water utilities are booked on balance sheet

Formulaic approaches (available on request and after NDA agreements) expand on the technical detail on water
risk integration in brand finance, and focus on the use case of Lamborghini, a luxury brand dependent on
specialty brake systems manufactured in a water-stressed region impacting disruption of operations.

While brand value is taken from published Interbrand data, the value of water in the brand considers
operational water dependence, geographic water exposure, stewardship credibility, category of water relevance
(sector risks and exposures; direct vs indirect use) in the computation of counterparty risk of brand operations
to water utilities. In turn, the counterparty risk impacts revenue and profitability which is a direct input in the
brand finance model. The ultimate brand pass through of financial water risk exhibits sector-dependent
elasticity, because of the importance of brand stickiness and strength, based on reputation, lack of customer
choice and other emotional or intangible values.

Note on evidence. Quantitative figures cited in this paper (—4.8% returns, —0.37x Tobin’s Q, up to —47% post-event valuation drops, +4.2% alpha, ~60 bps
WACC uplift) are indicative, drawn from EquariusAl’s cross-sectional research on 7,200+ S&P 500 company-years (Adriaens et al., 2026; forthcoming in QJF)
and pending live backtest validation with institutional index partners as part of EquariusAl’s Series A milestone set. Peer reviewed high fidelity (R2>0.7)
imputation models for water intensity based on S&P500 GICS sectors (Tian and Adriaens, 2025; RCR).

Methodology compliance. Interbrand was the first firm to have its brand-valuation methodology certified compliant with ISO 10668 — requirements for
monetary brand valuation. EquariusAl’s integration sits inside that framework as additional inputs to Steps 2, 3, and 4.

Authors. EquariusAl - Brand Valuation Practice --- WaterRising Institute - WaterHouse @Cannes Lions Creativity Festival. Draft for review.
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