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The New Power of Political Stock Markets

HOW WILL FAMILY OFFICE INVESTMENT PRACTICES
BE AFFECTED BY CURRENT GEOPOLITICS IN 20262

in the past. Seven cases — from Trump to Milei —

show how closely today politics and markets are
intertwined. Politics is establishing itself as a permanent
fixture on the financial markets. It used to be said that
‘political stock markets have short legs’ — meaning that
political events only affect the stock market in the short
term — today’s political stock markets have marathon
legs.

The year 2025 showed us in at least seven cases that
investors cannot invest anywhere without considering
politics but every asset allocator has always to try to
separate the noise and postures from those events of
political or geopolitical nature that have a lasting effect
on a given economy or on a global scale consequently
affecting global markets. True political inflection points
have been, as an example, Brexit, where the political
calculus has so far heavily weakened the economy of a
whole country.

P olitical stock markets are no longer short-lived as

#1 USA: US President Donald Trump is pursuing an
aggressive trade policy, threatening the independence of
the Federal Reserve, building up state holdings in Intel

‘The MAGA
policies are
changing US
institutions,
foreign policy,
immigration
policies, with
economic
relationships
applying the
new economic
doctrines fast
and efficiently’

and MP Materials, and attacking sustainable investment
managers. The MAGA policies are changing US
institutions, foreign policy, immigration policies, with
economic relationships applying the new economic
doctrines fast and efficiently. It is still an open question
if the economy will continue to expand at around
2% (1.8% consensus) in 2026 with the intensified
immigration enforcement measures creating social
tensions and economic challenges, affecting labor
availability and operational stability.

#2 France: The political situation does not allow for
consolidation of the national budget. Bond yields are
rising, weighing on the economy and thus also on the
stock market. This could have knock-on effects that also
affect Germany due to the interlinked EU economy.

#3 Germany: With its special funds — infrastructure &
defense — the state has become the driving force behind
the DAX and other indices. Whether the associated
expectations will be fulfilled depends on the dynamics
of the black-red coalition. German investors are more
sceptical about this than international investors.
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#4 United Kingdom: Since Brexit, UK equities have
been lagging behind international stock markets. The
incumbent Labour government under Keir Starmer is
languishing in the polls. Right-wing populists are leading
the polls. Government debt is rising. British bond yields
are higher than those in France.

#5 Japan: The newly appointed Japanese Prime
Minister Sanae Takaichi seems to be particularly prone
to targeted stimulus and investment-led spending, rather
than austerity. But she is not signalling unfettered or
reckless spending. Instead, it appears to be strategic,
growth-oriented fiscal expansion with attention to fiscal
discipline. The Nikkei reached record highs on the day
she cleared the parliamentary vote. The rally was part
of what analysts are calling the ‘Takaichi trade’ —
equities up, bonds stable/weak, yen weak — reflecting
expectations of fiscal stimulus and looser monetary
policy. In any case, since Shinzo Abe, the ultra-loose
monetary policy of the Bank of Japan has not been
its independent decision, but rather economic policy
doctrine.

#6 China: Due to state capitalism, Chinese stocks are
always traded at a valuation discount compared to global
markets. This year, in addition to Beijing’s overcapacity
strategy and countermeasures in the trade war, orders to
insurers to buy Chinese stocks are also having a very
positive impact. The ongoing trade conflicts and tariffs
between the U.S. and China dramatically disrupt global
manufacturing processes and supply chains.

#7 Argentina: Libertarian President Javier Milei
suffered a defeat in the regional elections in Buenos
Aires recently. With dwindling political support, market-
and shareholder-friendly reforms are in jeopardy. But the
US administration has put in place a rescue plan for the
country set out through a currency-swap agreement with
the U.S. Treasury, confirming a roughly US$20 billion
swap line with Argentina’s central bank; a direct currency
market intervention where the U.S. has purchased
Argentine pesos in the open market to stabilise the peso’s

value; with discussions of additional financing by the US
Treasury of a roughly US$20 billion facility.

Notwithstanding the tangible risk of non-repayment/
default, there are multiple motivations of political
nature that appear to be in play:

Geopolitical / strategic: Argentina is seen as part
of a region where U.S. influence competes with
China. The Treasury framed the move as preventing
“another failed or China-led state in Latin America.”

Ideological / partisan alignment: Argentina’s
president, Javier Milei, is a strongly free-market, anti-
statist figure aligned with Trump’s ideological camp.

Electoral/political timing: The support comes ahead of
Argentina’s midterm election.

‘The new warfare is called the “nonlinear
warfare,” or as Russian Major-General
Vladimir Slipchenko named it “sixth

generation warfare” and
described it as “no contact warfare

»)

There are around 60 active wars taking place in the
world. Some are tragically in the news almost daily:
Ukraine—Russia Conflict, Middle East Crisis but also
India—Pakistan Tensions, North Korea’s Strategic
Realignment and growing military co-operation with
China and Russia.

In today’s world it would be expected that any
major war would happen more through technology than
through hand-to-hand fighting. The war in Ukraine rather
confirmed the general assumption that any major war
would happen through the use of soldiers, tanks, guns,
bombs and rockets and distracted the attention from the
“ the Gray-Zone or hybrid warfare” where civilians are
the target, rather than militaries and where the pain is
not inflicted only with war machines but rather through
the weaponization of food and energy prices which is
far more effective in hurting the civilian populations.
Damaging Ukraine’s food production and distribution
creates vastly more pain and problems for the West than
any tank ever could.

The new warfare is called the ‘nonlinear warfare,” or
as Russian Major-General Vladimir Slipchenko named it
‘sixth generation warfare’ and described it as ‘no contact
warfare.’

This includes ‘Hot War in Cold Places’: space,
the Arctic and in the cold oceans. Satellites have
been damaged and destroyed, the subsea cables that
allow them to connect to Earth have been cut, and
many undersea internet cables and subsea energy
infrastructure have been attacked, including Nordstream
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IT and Balticonnector. There is also the ‘Cold War in
Hot Places’ across Africa and the Pacific where western
intelligence believe that Russia and China are supporting
uprisings and civil conflicts.

How are family offices navigating the old and
new warfare and these geopolitical tensions?
Successfully navigating today’s world requires careful
risk assessment, ethical decision-making, and an
emphasis on sustainable growth. Family offices must
remain proactive, adaptable, and strategic in managing
their financial approaches to ensure stability and long-
term success as these challenges also reflect emerging
trends and investment opportunities.

According to the UBS Global Family Office Report
2025, 70% of family offices rank global trade wars
as their top investment risk, with major geopolitical
conflicts (52%) and inflation (44%) also significant
concerns. Over the next five years, geopolitical issues
are projected to become even more critical.

‘Investors are quickly reallocating
portfolios toward less volatile,
safer markets’

Risk management and risk mitigation lead many
family offices to review the importance of active
management (40%) by selecting skilled managers to
maintain stability during market volatility. Thirty-one
per cent invest in hedge funds to mitigate downside
risks. Twenty-seven per cent are boosting their holdings
in illiquid assets for market resilience, primarily
by increasing private debt and infrastructure while
marginally reducing private equity exposure. Precious
metals — physical gold primarily — have regained

popularity.

In response to these ongoing geopolitical
developments, investors are quickly reallocating
portfolios toward less wvolatile, safer markets,

reevaluating exposure to vulnerable regions, and
prioritizing investments in stable and less risky sectors.
Industries like cybersecurity, defense, renewable energy
and new infrastructure gain traction with investors as
a better protection against geopolitical and economic
risks. Allocation in private equity, private credit,
real estate, impact investments in renewable energy,
education and microfinance continue to be part of the
ongoing capital allocation of family offices, especially
of the next generation.

Investments in innovation will continue unabated as
innovation is decorrelated and detached from any timing
or situational considerations and, with it, further inflows
into artificial intelligence, robotics, and technological
sectors.

Cryptocurrencies and stablecoins in risk-managed
portfolios will continue to see a higher allocation in
portfolios due to increased fears of US dollar debasement

‘Investments
in innovation

will continue
unabated as
innovation is
decorrelated
and detached
from any timing
or situational
considerations
and, with it,
further inflows
into artificial
intelligence,
robotics, and
technological
sectors’

which has also fuelled the rise of the gold price.

The use of Al to better manage the asset allocation,
especially in the liquid space: an example is the Neuro-
Symbolic Al, the combination of ‘symbolic reasoning’
with ‘neural net machine learning.” For the investment,
due diligence will also become part of the family
office priorities but this will require working with Al
consultants that understand how a multi-asset global
allocation works and what is the interplay between
the different investments filling the different volatility
buckets.

Politics used to be a temporary disruptive factor on
the capital markets. Today, it is a structural driver due
to fundamental reordering of global power, production,
and influence. Balance sheets and valuation ratios are
no longer sufficient as analysis tools for investors but
the assessment of the effects of geopolitical tensions is
very difficult to quantify at asset allocation level — the
patient capital characteristic of family offices wealth is
the strongest response to the ‘volatility of politics.’

In my opinion the shifts of the geopolitical nature
with the creation of a multipolar world around two
universes — China and the USA — is part of the tectonic
shifts happening in all fields of our lives and the
investment implications are a systemic repricing of
the world along regionalization of supply chains with
localized alpha opportunities; a shift from capital
efficiency to resilience and control; energy transition
with a massive capital rotation; new technology
frontiers with AI, quantum, synthetic biology, mobility
and real assets regaining primacy (energy, land, water,
infrastructure).

Family Offices follow all these trends in their
investments in accordance with their asset allocation
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philosophy and strategy: through liquid or illiquid market
positioning, through closed-end or open-end alpha seeking funds,
through co-investments, club deals or direct company stakes. This
can also be seen in the increased exposure in real assets and hard
power where the intangible economy (data, finance) is giving way
to a renewed focus on: Energy and minerals (critical materials,
water, land); Infrastructure and logistics corridors (maritime
choke points, rail networks, data cables, data centers); Defense
and space as economic and industrial drivers; Sovereign control of
technology — semiconductors, Al, cloud infrastructure.

Family offices will continue to efficiently master this economic
transformation and geopolitical realignment in the years to come
as patient capital, with their weight in the economy increasing
as the ‘great wealth transfer’ takes place in the next 2 decades,
projected to reach USD $124 trillion in the US alone.

2026 for family offices will align along all these trends even
if most analysts — in this case Goldman’s strategists — continue to
be wary regarding peace prospects next year with Russia’s war on
Ukraine likely to extend into 2026 and Russia continuing to escalate
its hybrid war campaign. Also, after the reimposition of sanctions on
Iran, there is the possibility of a renewed conflict between Iran and Israel
into 2026. Geopolitics is again the driving force behind uncertainty
and caution. M

Donatella Ceccarelli (Milan) was elected Chairwoman of the
Executive Board of the Flick Family Trust in 2011. As CEO
and Managing Director of the Flick Family Office, she oversaw
a dedicated team of asset management professionals for the
management of the wealth of the Flick Family while pursuing asset

allocation strategies on a global basis both in the liquid and illiquid
space. Since 2014 she has been a Member of the Supervisory Board
of Advanced Metallurgical Group (AMG) NV, a critical material
company listed on the Amsterdam Stock Exchange. In her role she
serves as Chair of the Audit and Risk Committee as well as Member
of the Selection and Appointment Committee.

Donatella has served for over a decade as Board Member of the
Organization for International Economic Relations (OiER) based in
Vienna. The OiER focusses on building partnerships in key future-
oriented areas like sustainability, innovation, communication, energy
and mobility. Donatella is fluent in five languages — Italian, German,
English, Spanish and French. She has been selected “Top Italian
Female Executive” by Italy’s Ministry for Equal Opportunities
(2009) and was awarded the honor of the Order of “Cavaliere
dell’Ordine al Merito della Repubblica Italiana” for outstanding
professional achievements (2007).
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“It so happened, I saw a TV series called Billions,
and there’s a character called Wendy Rhodes,

she’s a performance psychiatrist.

It was an American TV series, but nevertheless we realized — if you
have a coach as a performance psychologist within the company,
maybe it will help people grow faster. Our initial thesis was that we
work between US and India predominantly. We have some European
clients, typical businesses, US, India. And if you put India, America,
and the communication spectrum, US is on one end, I’'m sure UK

is somewhere in the middle. And India is on the other end, where

we generally — it’s a generalization, but there is some truth to these
generalizations, right? — our people don’t speak up very well. So

I thought a psychologist will help. We started doing research and
turns out this is not just an Indian problem, it’s a universal problem.
Then we realized, okay, let’s bring a psychologist onto the payroll.
That’s how we started profiling, and that was in 2021, November.
Now we are about four and a half years later. I can definitely say

we have grown what we took 15 years to grow, we were able to

do in four and a half years.”

Bala Chandra (Dubai)
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