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Today’s world is more economically
connected than ever before and is expe-
riencing significant geopolitical fragmen-
tation. In this context, geopolitical risks
are among the top three issues that banks
must address in the coming years.

"Switzerland’s financial centre faces
significant challenges amid rising
global uncertainty."

Historically, geopolitical risk has often
been loosely defined as the additional
challenges and opportunities asso-

ciated with investing in foreign markets,
particularly from the perspective of U.S.
investors. In my view, this definition is too
narrow, as it overlooks the reality that
even domestic portfolios can be mea-
ningfully affected by global political and
economic shifts.

A more robust definition was introduced
by Dario Caldara and Matteo lacoviello,
who described geopolitical risk as the
threat, realisation, and escalation of ad-
verse events such as wars, terrorism, and
political tensions that disrupt international
relations. | fully agree with this broader
perspective, as it captures not only the
events themselves but also the anticipa-
tion of such risks, both of which shape
investment decisions, market behaviour,
and global macro financial cycles.

FROM HEADLINES TO PORTFOLIO

Geopolitical instability has re emerged

as a key driver of market volatility, influen-
cing investment strategies and corporate
decision making worldwide. In a period
marked by fractured global governance,
shifting alliances, and rising protectio-
nism, understanding these dynamics

has become essential for risk managers
and investors.

The current geopolitical environment is
increasingly unpredictable. Geopolitical
threats and actions are shaping markets,
and these factors continue to play a deci-
sive role in wealth management, guiding
investment decisions across the globe.

Switzerland's financial centre faces
significant challenges amid rising global
uncertainty. With ongoing conflicts in
Ukraine and the Middle East, escalating
US—China tensions, cyber threats, and
the resurgence of tariff disputes, Swit-
zerland's long standing political and
economic stability is being rigorously
tested. For the Swiss financial sector, this
environment presents both new risks and
opportunities to reinforce its reputation
as a trusted safe haven for investors and
corporations.

Geopolitical risks and wealth manage-
ment are inextricably linked with global
events shaping investment landscapes.
Successful wealth managers stay ahead
by continuously monitoring political and
economic trends, adapting to regulatory
changes, and using data-driven strategies
to protect client assets.

THE KEY DRIVERS OF GEOPOLITICAL
RISKS

Ongoing conflicts in Eastern Europe and
the Middle East continue to disrupt ener-
gy supply chains and commodity markets.
The risk of escalation, whether through
state actors or proxy wars, remains a
significant tail event for global markets.

The decoupling of major economies,
particularly between the U.S. and China,
is reshaping global trade flows. Export
controls on technology and critical mi-
nerals are creating supply chain vulnera-
bilities, while regional trade blocs gain
prominence.

Elections in key economies, populist mo-
vements, and fiscal stress are amplifying
uncertainty. Policy unpredictability,
ranging from sanctions to capital controls,
can trigger sudden market dislocations.

Geopolitical risks can materialise as credit,
market, operational and funding risks.
Geopolitical shocks can be transmitted to
banks and their operating environment
through different channels. A geopolitical
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shock can affect banks via three main
channels: the Financial market channel,
the Real economy channel and the Safety
and security channel.

Geopolitical risks can be transmitted to
banks via credit risk, liquidity and funding
risk, market risk, business model risk,
operational risk and governance. Banks
are therefore expected to also consider
geopolitical risks when identifying and
managing their risks.

In my opinion, the ability to navigate
these risks proactively will be a clear key
differentiator that separates elite wealth
and asset managers from the rest, with
clients increasingly demand expert,
data-driven analysis to protect portfolios.
Consequently, wealth and asset managers
who successfully integrate a geopolitical
perspective into investment frameworks
will be better positioned to protect and
grow client assets, cementing reputation
in an unpredictable environment.
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IMPORTANT INFORMATION - This content is being provided
by REYL & Cie Ltd or/and its affiliates (hereinafter referred to
as "REYL") solely for information purposes and is not intended
to be a solicitation or offer, recommendation or advice to buy
or sell interests in any financial instrument mentioned in it,
to effect any transaction, or to conclude any transaction of
any kind whatsoever, in particular to any recipient who is not
a qualified, accredited, eligible professional or institutional
investor. It is intended for the sole use of the recipient and may
not be forwarded, printed, downloaded, used or reproduced for
any other purpose. It is not intended for distribution/offering
to, or use by, natural or legal persons that are nationals of
a country or subject to a jurisdiction of which the laws or
regulations would prohibit such distribution/offering or use.
Whilst REYL shall use reasonable efforts to obtain information
from sources which it believes to be reliable, REYL, its directors,
officers, employees, agents or shareholders assume no liability
regarding this content and give no warranty as to the accuracy,
completeness or reliability of any mentioned data and thus
assume no liability for losses arising from the use of this content.
The information, opinions and assessments contained in the
present document shall apply at the time of publication and
may be revoked or changed without prior notice. This content is
intended only for recipients who understand and are capable of
assuming all risks involved. Before entering into any transaction,
recipients should determine if the relevant financial instrument
mentioned in the content suits particular circumstances and
should ensure that they independently assess (together with
their professional advisers) the specific risks, the legal, tax,
accounting consequences and eligibility requirements of any
purchase, holding or sale of financial instruments mentioned
in the content. REYL, its directors, officers, employees, agents
or shareholders may from time to time have interests and/
or underwriting commitments in the financial instruments
described herein. REYL makes no representation as to the
suitability of the mentioned information, opinions or securities
and financial instruments. Historical data on the performance
of the financial instruments or on the underlying assets are no
indication for future performance. The present content has been
compiled by a department of REYL which is not an organisa-
tional unit responsible for financial research.REYL is subject
to distinct regulatory requirements and certain services and/
or financial instruments may not be available in all jurisdictions
or to all recipient types. Recipients are therefore responsible
to comply with all applicable laws and regulations. There is
no intention to offer services and/or financial instruments in
countries or jurisdictions where such offer would be unlawful
under the relevant laws and regulations.
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