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Executive summary

Global trade isn't retreating—it's being reconfigured. A complex blend of geopolitics, shifting
policy landscapes, and rising security concems is redrawing trade routes and relationships.
Governments are increasingly embedding national security priorities into economic decision-
making, ushering in a more intricate, strategic trade environment.

From sweeping tariffs and export controls to tighter investment restrictions, countries are
reasserting sovereignty over critical sectors. The U.S., under President Donald Trump’s tariff-
driven approach, marked a broader move toward narrowing definitions of national interest—a
trend echoed across both advanced and emerging economies. Many are actively reshoring
production, recalibrating trade partnerships, and striving for economic self-reliance in areas
deemed strategic.

Strategic Multi-Alignment: The Rise of Middle Powers

In this evolving order, middle powers are carving out influential roles—not by choosing sides,
but by practicing pragmatic multi-alignment. Nations like India, the Gulf states, and ASEAN
members are adeptly separating economic engagement from political disputes. By diversifying
trade and leveraging their positions in supply chains, they're gaining strategic agility and
competitive advantage in a bifurcating global economy.

Sectoral Fault Lines: Where Geopolitics Meets Commerce
Industry shifts are materializing at the intersection of resilience, strategy, and politics:

e Defense: Europe's rearmament initiatives are tilting market performance in favor of EU-
and UK-listed firms, outpacing their U.S. counterparts and revealing shifting
procurement priorities.

e Energy: Liquefied natural gas (LNG) has emerged as a tool of trade diplomacy. Nations
like India and EU members are increasing imports to offset tariff burdens, though
performance across the energy value chain remains uneven.

e Technology & Critical Resources: Sectors such as semiconductors, biotech, and
critical minerals are now strategic assets—driving a new wave of regulatory complexity
and fragmentation. Companies capable of delivering localized, compliant solutions
stand to gain a significant edge.

From Disruption to Transformation

This isn't a fleeting moment—it's a profound structural transformation. The boundary between
geopolitics and economics is eroding, reshaping how trade strategies are formulated. The
most resilient and successful organizations will be those that blend geopolitical acumen with
market inteligence, identifying opportunities within the uncertainty of a rewired global trading
system.



Introduction

The global trade system is undergoing a profound transformation—one that defies simplistic
narratives of deglobalization or fragmentation. Today’s trade landscape is more complex and
fluid, shaped by disruptive economic policies, competing models of regional integration, and
clashing geopolitical agendas.

As we describes it, the world is in a “geopolitical recession” marked by a misalignment between
global power dynamics and the institutions designed to govern them. This disconnect is fueling
volatility across financial systems and supply chains.

Governments are layering national security concems onto economic strategy. From escalating
tariffs to tighter export controls and investment restrictions, trade relationships are being
reshaped —often with far-reaching consequences. U.S. policy under former President Donald
Trump, with its sectoral and reciprocal tariffs, is viewed by many as emblematic of this shift
toward a new macroeconomic and geopolitical trade equilibrium.

Amid these upheavals, new patterns of global connectivity are emerging. Regional
manufacturing nodes, niche service hubs, and innovative financial centers are stepping into
the spotlight. Businesses and nations are racing to establish strategic footholds in this evolving
landscape, especially as markets respond with increased equity volatility, currency fluctuations,
and bond yield instability”.

This paper reframes the conversation from short-term tariff impacts to longer-term strategic
repositioning. Instead of assuming rigid blocs or inevitable confrontation, it explores:

e Adaptive alignments across regions and sectors
e (eopoalitical insights paired with market data
e Opportunities for growth and resilience in a shifting global order

By zooming out and examining the macro-level forces at play, we uncover where and how
meaningful opportunities are emerging—driven not just by disruption, but by reinvention.

" Global Investment Research, “Asset Allocation Insights” (March 2025), p. 2.



Navigating a Shifting Global Economic Landscape
Rewiring Global Trade

QOver the past decade, governments have prioritized greater economic resilience and self-
sufficiency. In response to pandemic-era supply chain disruptions, energy and technology
sovereignty concems, and an increasingly unpredictable geopoalitical landscape, states are
pursuing adaptive policies that redefine trade and investment strategies.

Practically, this shift entalils:

e Fconomic incentives driving deeper trade and investment links—even across
geopolitical fault lines

e Security imperatives creating novel and sometimes unexpected economic alliances

e Domestic pressures—such as reshoring and industrial revitalization—reshaping trade
agendas

This trend reflects a move toward narrower interpretations of national interest, fueling more
interventionist government policies and contributing to a more fragmented and uncertain global
trade environment.

At the center of this transformation is the rise of strategic multi-alignment, particularly among
middle powers. These countries possess notable geopoalitical relevance but operate outside
the binary frameworks of great power competition. Rather than aligning exclusively with the
U.S. or China, states like India, the Gulf nations, and ASEAN members are navigating
complexity with pragmatic flexibility —cultivating economic ties and security partnerships across
multiple global players.

For example, Vietnam is deepening defense cooperation with the United States while
sustaining robust economic relations with China—illustrating the adaptive strategies now
shaping global connectivity and influence.

Catalysts of Change: National Trade Policies in Motion

The United States' trade policy is a significant accelerant of long-standing structural shifts in
the global economy, amplifying trends already underway. As illustrated in the accompanying
charts, Washington is actively reshaping trade and investment flows in an effort to reshore
production and bolster domestic resilience. But it's far from alone. Across the globe, other
major economies are implementing their own ambitious, state-led initiatives to reduce external
dependencies and increase strategic self-sufficiency:

e India’s "Make in India” campaign is energizing local manufacturing and attracting foreign
investment to build domestic capacity.

e (China’s “Dual Circulation” strategy seeks to rebalance economic priorities by
strengthening internal markets while maintaining selective global engagement.

e The EU Chips Act is steering the European bloc toward greater autonomy in critical
technology supply chains, especially semiconductors.



Together, these policy frameworks underscore a shared global momentum: governments are
no longer just observers of market forces—they're becoming architects of a new trade order.
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The Trump administration adopted a distinctive multi-pronged approach to tariffs, targeting
countries with substantial trade surpluses with the United States—irrespective of traditional
security aliances. This strategy combined product-specific tariffs designed to revive domestic
manufacturing with broader measures aimed at curbing China’s market access—reflecting
bipartisan consensus on the need for tougher economic measures against Beijing.

In parallel, Section 232 investigations into semiconductors and pharmaceuticals elevated these
industries to national security priorities, signaling a more assertive linkage between trade policy
and strategic imperatives.

While the ultimate trajectory of this tariff framework remains uncertain, it has introduced short-
term market turbulence and long-term structural implications. More broadly, it marks a pivotal
shift in U.S. efforts to reshape global trade flows, with significant potential consequences for
domestic growth, international economic stability, and global inflation dynamics.

As countries formulate their responses—ranging from bilateral trade proposals to retaliatory
measures—many are raising trade barriers to guard against the influx of goods diverted from
the U.S. market. These defensive actions are intensifying the global pivot toward more
protectionist, “country-first” economic policies.

This shift is catalyzing a profound restructuring of international trade relationships, including:

e Alternative regional trading arrangements, designed to reduce reliance on major
powers and buffer economic risks

o Corporate supply chain reengineering, as businesses adapt to shifting tariff landscapes
and localized production mandates

e Deepening intra-regional cooperation, aimed at fostering stability amid increasingly
fragmented global trade norms

Together, these trends reflect a reconfiguration of the global trade map—away from open
multilateralism and toward strategic, selective engagement.



