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‘Controlled Disorder’ with room for accidents
GEOPOLITICS

“Controlled Disorder” with room for accidents
We will remain in an environment of heightened geopolitical risk in 2026. This is a result of various megatrends still
playing out, including: the transition to multipolarity, economic warfare, US–China competition, as well as the arms
and technology race underway. The war in Ukraine and tensions in the Middle East are additional factors. As
geopolitical risk remains elevated, so is the likelihood of downside surprises and tensions flaring up. However,
geopolitics also defines trends that bring opportunities. While uncertainty will prevail, geopolitics in 2026 will bring
both upsides and downsides for investors.

From ‘Great Diversification’ to ‘Controlled Disorder’

Over the past year, diversification efforts by governments, central banks and investors saw the USD
weaken, gold prices rally, and new trade and security deals emerge. As governments aim to bring
order into a factious world, more tactical bilateral and multilateral agreements are likely, ensuring
trade and investment flows continue.

The ‘Controlled Disorder’ emerging is a by-product of the new multipolar world order.
Alternative alliances allow an escape route from economic friction by re-routing, but they also add risk
because countries can be confrontational. Multiple alliance-building increases distrust, encouraging
countries to hedge their bets and re-arm.

More protectionism, export controls and sanctions are likely as countries protect their interests and
exert pressure on rivals. The US will continue to use tariffs as a tool for various goals, while China
will leverage control over rare earths and other chokepoints. Other countries are introducing
measures to protect industries (e.g., recent EU steel tariffs).

The more hostile global environment forces governments to reduce overreliances. Countries with
resources others depend on (food, energy, rare earths) will have the upper hand. Efforts to reduce
exposure to China’s rare earths will accelerate; new agreements between the US, Australia and Japan
are examples. Greater self-sufficiency will take years, however.

Questions over US exceptionalism will linger as the political uncertainty and ‘democratic
backsliding’ intensify ahead of the mid-term elections. This uncertainty and high debt levels will
contrast with ongoing spending in AI and deregulation.

US foreign policy will remain volatile, marked by Trump’s beliefs, business interests and US
strategic priorities. For example, Trump cares about US influence in Latin America. After having been
ignored by previous US administrations, allowing China to make economic and diplomatic inroads, US
involvement in Latin America will likely intensify at a time of important elections in the continent (e.g.,
Brazil).

Both the US and China realised their mutual dependencies in 2025. The US now understands that
it can’t do much without Chinese rare earths, while China’s economic performance and social contract
(political control in exchange for prosperity) depends on global trade. There is a limit to how much the
US-China relationship will deteriorate in 2026. Tactical deals remain possible, but a material change in
the relationship is unlikely.

The Great Power Competition will continue to fuel investments into the AI race — a
contemporary iteration of the tech and space race witnessed during the Cold War. Control over AI,
quantum computing and high-end chips is seen by the US and China as essential to securing
superpower status. Investing in AI is therefore about power and survival. The AI race will likely also
redraw and reinforce geopolitical alliances as access to energy becomes critical. Recent AI deals
between the US and UK and the Gulf to host data centres are examples.
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China will cement its lead over the US in some strategic areas over the next four years

Source: Amundi Investment Institute as of November 2025. The chart shows the geopolitical quantitative/qualitative assessment on a 1 to
10 scale of US and China positioning in key strategic areas.
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Questions over Taiwan’s political status will grow as the US reduces its military deterrence and support
for Taiwan, and China expands its influence and geopolitical power. China’s new confidence on the global
stage will continue to make it less likely to bow to US demands. It will continue to try and position itself as the
‘grown-up in the room’ as the US remains fickle. It will woo countries to join China-led initiatives, while shoring
up preparedness for competition with the US. The party recently doubled down on its national priority of
developing a modern industrial system — a key advantage over the US’s struggling industrial base.

The Russia–Ukraine war will likely see hybrid warfare intensify in Europe. Russia wants to erode morale
and support for Ukraine. Conversely, European NATO countries will have to up their deterrence, increasing the
likelihood they will shoot down Russian objects in European airspace, raising the escalation risk. The latter will
also increase should the US decide to provide Ukraine with the ability to strike deeper into Russian territory.
We do not anticipate an end to the war for the next several months. The goals of the various parties do not
overlap. Russia believes time is on its side and seeks the demilitarisation of Ukraine, while for Ukraine
and Europe, a heavily armed Ukraine is essential. The US doesn’t have the leverage to end the war without
imposing economic hardship on Russia. It is unlikely that recent US sanctions will succeed in increasing
economic pain sufficiently. But they could put pressure on Russia’s economy over the medium term, forcing
Putin to be more open to making concessions.

Despite the many risks facing Europe, there are some positive signs. European leaders managed to
convince Trump to align with European security interests. The EU also made major progress in diversifying
trade relations, while investments in defence are happening. The difficult backdrop is paving the way for
reforms that could make the EU more competitive. For example, Germany’s chancellor recently signalled
support to unify the bloc’s capital markets. While the implementation of major reforms remains difficult,
political momentum seems to be shifting. With no major election in 2026 (apart from Hungary), EU internal
cohesion will likely prevail. For example, Bulgaria will adopt the euro in January.

The Middle East will see ongoing political uncertainty. Efforts to conclude the war in Gaza will face hurdles
when it comes to demilitarising Hamas, while the re-emergence of Iran–Israel tensions is likely. The picture will
be further complicated with elections in Israel in October. A different story is unfolding in the Gulf, where AI
investments, diversified security agreements and close relations to the US paint better prospects.

To conclude, geopolitical trends will continue to impact the economy and markets. National security priorities
are increasingly intertwined with company valuations, in some strategic sectors, and expectations for
productivity and economic growth. Geopolitics will continue to put pressure on public finances and inflation —
the current environment makes it hard for governments to stop spending on AI and defence, while geopolitical
diversification is about national security, not only efficiency. In this environment, gold will still benefit.
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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 18 November 2025. 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: 19 November 2025.
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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