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G E O P O L I T I C S

A new window of vulnerability opens 

in the second half of the year
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Developments in world trade since 1870s

Source: Amundi Investment Institute on "Our world in data" database from Klasing and Milionis (2014), ECB and other sources.
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Our analysis suggests that geopolitical risk is likely to rise for the remainder

of this decade. Protectionism, sanctions, tariffs, export controls and trade

wars will only intensify. History tells us that the more economic friction, the

higher the risk of military conflict. The next few months will be crucial in

determining the direction of various geopolitical hotspots.

The outcome of the US election will be pivotal with US foreign policy

differing significantly under a Biden or Trump presidency, although any

incoming US administration will preside over worsening ties with

China. The period between November and January, which could see a

change in the US administration, presents a window of vulnerability, both

domestically and internationally. Forces seeking to weaken US influence in

the world could decide to explore how far they can go. China’s military

manoeuvres in the South China Sea and North Korea’s positioning towards

the South must be monitored.

We anticipate increased fighting between Russia and Ukraine in the

second half of the year. Russia aims to capture as much territory as

possible before a potential change in the US administration and a possible

ceasefire. At the same time, Ukraine’s defensive capabilities are likely to

improve with the arrival of new weaponry and more manpower at the front.

The crisis in Israel and Gaza will likely continue in the second half of

the year due to Israel’s war goals and domestic politics. An escalation

between Israel and Lebanon, as well as between Israel and Iran, remains

possible and both could end up involving the US.

In Europe, a new EU Commission and parliament will come into office

and will need to adapt to the new geopolitical realities. Europe will have

to refine its approach to China: balancing growing tensions without ‘rocking

the boat’ as the EU relies on Chinese inputs for its green ambitions and can

also benefit geopolitically and economically from the US/China rivalry.

Developments in world trade since 1870
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Focus on oil

Geopolitical risk implications on commodities

The dynamics of commodities and geopolitical tensions are

interconnected. Crude oil is a key stress marker in the Middle East. Base

metals are tied to the energy transition and implicitly to the US-China tech

war, amid mining tightness and supply concentration. Metals are a crucial

stake in Africa too, where the West is competing with China for influence.

Natural gas and wheat are being weaponised in the Ukraine war, while

access to Russian resources is being dramatically reshaped. Beyond its

safe-haven status, gold is increasingly used as a means to diversify away

from dollar transactions. Water, another crucial mineral resource, sees

demand from climate change, urbanisation, mining and industry colliding

with tighter and more concentrated water supplies. Commodities are thus

connected to most geopolitical tensions.

Commodity prices suggest geopolitical risk is set to structurally

intensify, but we see more risk coming from Asia than from the Middle

East. Supply/demand dynamics matter more for crude prices than

escalation risk in the Middle East. The implied odds that a major oil producer

is drawn into a broad conflict, leading to a supply shock, are low. The bigger

geopolitical forces in the region are filling the void left by the US’s strategic

refocus on Asia and the gradual phasing out of fossil fuels. This calls for

diplomatic normalisation, a refocus on the economy and carrying out a

number of mega projects, including Saudi’s Vision 2030 project. Metals

now appear more exposed to geopolitics than energy, particularly

copper and rare earths. Rising gold prices evidence the general perception

of structurally higher geopolitical risk.

We see oil prices in a range slightly tilted to the downside. Gold would reach

$2500/oz and copper prices would settle above $10000/t.

Metals are 
overtaking energy 

as the key 
barometer for 

geopolitical risk.

OPEC+ announces its QT but will stay

data dependent. The cartel announced an

extension of the group-wide 1.5mbd

production cuts until the end of 2025 but

plans to wind down its 2.2mbd voluntary cuts

from October 2024 over 12 months, if allowed

by market conditions.

The news suggests that OPEC+ intends to

normalise its output even at the cost of

slightly lower prices. The cartel likely hopes

that lower rates would provide room to absorb

spare capacity by then and that the phasing

out of fossil fuels will be slower than planned.

In nuance, the supply of extra barrels would

be lower than announced as some countries

exceed their quotas. Also, after months of

dissension, the decision reached a wider

consensus. Finally, slightly lower prices put

pressure on non-OPEC output.

We are keeping our 3M target at $85/b for

Brent, and believe markets may be

overreacting, while we have revised our 12M

target down to $80/b.

Commodity price boom since the 70s

Source: Amundi Investment Institute on Bloomberg. Data as of 1 July 

2024. Base 100 at 1 Jan 1970.
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DEFINITION ABBREVIATIONS

Currency abbreviations: USD – US dollar, BRL – Brazilian real, JPY – Japanese yen, GBP – British pound sterling, EUR – Euro,

CAD – Canadian dollar, SEK – Swedish krona, NOK – Norwegian krone, CHF – Swiss Franc, NZD – New Zealand dollar, AUD –

Australian dollar, CNY – Chinese Renminbi, CLP – Chilean Peso, MXN – Mexican Peso, IDR – Indonesian Rupiah, RUB – Russian

Ruble, ZAR – South African Rand, TRY – Turkish lira, KRW – South Korean Won, THB – Thai Baht, HUF – Hungarian Forint.

IMPORTANT INFORMATION

The MSCI information may only be used for your internal use, may not be reproduced or disseminated in any form and may not be

used as a basis for or a component of any financial instruments or products or indices. None of the MSCI information is intended to

constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be

relied on as such. Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis,

forecast or prediction. The MSCI information is provided on an “as is” basis and the user of this information assumes the entire risk of

any use made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling, computing or

creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any

warranty of originality, accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with

respect to this information. Without limiting any of the foregoing, in no event shall any MSCI Party have any liability for any direct,

indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages.

(www.mscibarra.com). The Global Industry Classification Standard (GICS) SM was developed by and is the exclusive property and a

service mark of Standard & Poor's and MSCI. Neither Standard & Poor's, MSCI nor any other party involved in making or compiling

any GICS classifications makes any express or implied warranties or representations with respect to such standard or classification

(or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy,

completeness, merchantability or fitness for a particular purpose with respect to any of such standard or classification. Without limiting

any of the forgoing, in no event shall Standard & Poor's, MSCI, any of their affiliates or any third party involved in making or compiling

any GICS classification have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost

profits) even if notified of the possibility of such damages.

This document is solely for informational purposes. This document does not constitute an offer to sell, a solicitation of an offer to buy,

or a recommendation of any security or any other product or service. Any securities, products, or services referenced may not be

registered for sale with the relevant authority in your jurisdiction and may not be regulated or supervised by any governmental or

similar authority in your jurisdiction. Any information contained in this document may only be used for your internal use, may not be

reproduced or redisseminated in any form and may not be used as a basis for or a component of any financial instruments or

products or indices. Furthermore, nothing in this document is intended to provide tax, legal, or investment advice. Unless otherwise

stated, all information contained in this document is from Amundi Asset Management S.A.S. and is as of 9 July 2024. Diversification

does not guarantee a profit or protect against a loss. This document is provided on an “as is” basis and the user of this information

assumes the entire risk of any use made of this information. Historical data and analysis should not be taken as an indication or

guarantee of any future performance analysis, forecast or prediction. The views expressed regarding market and economic trends

are those of the author and not necessarily Amundi Asset Management S.A.S. and are subject to change at any time based on

market and other conditions, and there can be no assurance that countries, markets or sectors will perform as expected. These views

should not be relied upon as investment advice, a security recommendation, or as an indication of trading for any Amundi product.

Investment involves risks, including market, political, liquidity and currency risks. Furthermore, in no event shall Amundi have any

liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other

damages due to its use. Date of first use: 11 July 2024.

Document issued by Amundi Asset Management, “société par actions simplifiée”- SAS with a capital of €1,143,615,555 - Portfolio

manager regulated by the AMF under number GP04000036 - Head office: 91-93 boulevard Pasteur, 75015 Paris - France - 437 574

452 RCS Paris - www.amundi.com.
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