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Commentary

Tensions Rise as the World Economic Forum Gets Underway

o Tariff threats increase geopolitical tensions and market volatility.
e Pending Supreme Court ruling may nullify this strategy, as well as 2025 tariffs.
o Volatility will likely persist but can provide opportunities for long-term investors.

Every year, world leaders in government, business, finance, media, academia, and culture gather in
Davos, Switzerland, for the World Economic Forum’s Annual Meeting. The 2026 meeting is now
underway, and President Trump is scheduled to speak on Wednesday. In the days leading up to his
appearance, he has been increasingly vocal about his desire to acquire Greenland from Denmark, as
well as his push for a treaty framework in Gaza. Across both issues, President Trump has relied heavily
on tariff threats to gain diplomatic leverage, a tactic he has used throughout his presidency.

President Trump appears to be using Greenland as a negotiation tool for several reasons. Reporting
shows he is pressuring European allies to support U.S. ambitions in Greenland, tying cooperation to
broader geopolitical and economic considerations. Greenland carries long-standing strategic value as
an Arctic outpost for monitoring Russian and Chinese activity, and the United States already maintains
a significant military presence there. His approach connects to earlier efforts to push NATO allies to
shoulder more defense responsibilities, pressure that intensified after the war in Ukraine, when Trump
negotiated a resource arrangement with Kyiv to offset U.S. expenditures.

Trump is also applying tariff pressure to secure cooperation on his proposed Gaza “Board of Peace.”
France has been a target of his rhetoric. He has publicly criticized President Macron for declining to join
the initiative and has used trade threats to compel French participation.

Financial markets have been highly reactive to these developments. Both stocks and bonds have shown
signs of stress following Trump’s public statements, illustrating how quickly markets respond to
geopolitical uncertainty and shifting trade expectations. European leaders are coordinating responses
of their own, including consideration of an “anti-coercion” mechanism designed to counter politically
motivated trade measures.

Adding to the uncertainty, the U.S. Supreme Court is preparing to rule on whether Trump’s 2025 tariff
actions were constitutional. If the Court ultimately rules against the administration, consequences could
be significant. Existing tariffs would likely need to be unwound, and companies that previously paid them
could be entitled to refunds, potentially boosting corporate earnings. Equity markets may react positively
to reduced trade tension, while bond markets could face pressure as tariff revenue disappears and
federal deficits widen. A ruling against the administration could also effectively neutralize the latest round
of tariff threats tied to Greenland and Gaza.

Taken together, the rhetoric emerging from Davos and the impending Supreme Court decision are likely
to keep markets volatile in the near-term. With equity valuations elevated, even modest shocks can lead
to disproportionate swings. Diversification remains critical, and volatility can create opportunities for
long-term investors. As always, investors should avoid being distracted by short-term fluctuations and
consult their financial professional for guidance aligned with their goals and risk tolerance.
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