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Key Takeaways

• Markets see de-escalation as a pause, not resolution: Greenland tensions have eased, but investors 

are focused on negotiations ahead rather than the avoidance of immediate tariffs or force.

• Escalation often initiates talks: History shows US pressure tactics are used to open negotiations on 

favourable terms, reducing tail risks without eliminating them.

• Asset implications are becoming clearer: Ongoing uncertainty is pressuring the US dollar, supporting 

gold and silver as hedges, and underpinning European defence stocks amid questions over long-term 

security autonomy.

• Re-escalation risk remains asymmetric: Even renewed tariff threats—short of confrontation—could 

revive volatility, deepen USD weakness, and favour European equities with limited US exposure.

• Legal uncertainty adds a wildcard: A pending Supreme Court ruling on US tariff powers could either 

sustain negotiation leverage or act as a circuit breaker limiting future market disruption.

• Related Products WisdomTree Short USD Long EUR, WisdomTree Physical Gold - EUR Daily Hedged, 

WisdomTree Physical Gold - GBP Daily Hedged, WisdomTree Europe Defence UCITS ETF - EUR 

Acc, WisdomTree Europe Equity Income UCITS ETF Find out more

Markets look through de-escalation — for now

Recent headlines around Greenland and US–Europe tensions initially injected volatility into markets. While 

President Trump has since stepped back from immediate tariff action and ruled out the use of force, 

investors are increasingly focused on what comes next rather than what has just been avoided.

As ever in geopolitics, the immediate noise can obscure the more important question for markets: is this 

episode now resolved, or merely entering a different phase?

Escalation often opens negotiations — not closes them

Greenland has featured in US strategic thinking for years. What changed recently was not the underlying 

issue, but the intensity of the rhetoric. That escalation now appears to have eased, following discussions 
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between President Trump and NATO Secretary General Mark Rutte around a potential “framework” for 

cooperation.

Markets recognise that this framework is unlikely to represent a finalised agreement. Instead, it looks more 

like the opening stage of a negotiation process — one that reduces near-term tail risks, but does not 

eliminate them.

This pattern is familiar. In previous episodes:

• Threats to reduce US commitment to NATO ultimately led to higher European defence spending.

• Tariff threats against allies created urgency, but were later softened or re-negotiated.

• Pressure tactics were used to shape talks, rather than dictate end outcomes.

History suggests escalation is often a means of forcing negotiations onto US terms — not the final 

destination.

The risk: volatility during the negotiation phase

While the immediate risk of abrupt escalation has diminished, markets are conscious that negotiations 

themselves can be messy. Threats that have been paused can re-emerge if talks stall, domestic political 

incentives change, or leverage is reapplied.

This helps explain why markets have stabilised rather than fully reversed recent moves.

• The US dollar remains under pressure as investors price ongoing policy uncertainty.

• Gold and silver continue to attract demand as portfolio hedges.

• European defence stocks remain well supported amid questions over long-term security autonomy.

Crucially, this still does not resemble a full-scale risk-off episode. Instead, markets appear to be pricing a 

prolonged period of uncertainty rather than an outright breakdown in US–European relations.

A framework is not an endpoint

The historical precedent suggests that US strategic objectives in the Arctic do not require a transfer of 

sovereignty. Past agreements between the US and Denmark already demonstrate that security, access, 

and influence can be achieved within existing territorial arrangements.

A modernised framework — expanding US operational presence while preserving European territorial 

integrity — would offer a face-saving outcome for all sides. But markets understand that getting from 

framework to final agreement takes time, and that the negotiation process itself carries risks.

What if the situation re-escalates?
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While markets have welcomed the recent step back from immediate tariffs and the explicit ruling out of 

force, investors are not treating this as resolution. The “framework” discussed with NATO Secretary General 

Mark Rutte is widely seen as the opening phase of negotiations rather than a finalised agreement.

Negotiation processes of this kind are inherently fragile. If talks stall, domestic political incentives shift, or 

leverage is reapplied, many of the threats that have been paused could quickly re-emerge.

Importantly, re-escalation would not need to take the form of outright confrontation. Even the renewed use 

of tariff threats or economic pressure could be sufficient to revive volatility and reinforce recent market 

trends.

In such a scenario:

• US dollar weakness could become more entrenched, as renewed trade uncertainty amplifies 

doubts around policy coherence and institutional predictability. While any diversification away from 

the dollar is likely to be gradual, even marginal shifts in global capital allocation can have meaningful 

currency implications.

• Gold and silver would likely receive further support, both as portfolio hedges and as alternative 

reserve assets, particularly as emerging market central banks observe how economic leverage is 

deployed against close allies.

• European defence stocks could extend their outperformance, as renewed uncertainty reinforces 

the case for strategic autonomy and sustained increases in defence spending.

• European equities with limited US exposure may be favoured, benefiting from relative insulation 

from trade frictions and policy volatility.

From a portfolio perspective, this argues for treating recent de-escalation as a pause rather than a 

conclusion.

Top picks

Tariffs, negotiation leverage and the Supreme Court constraint

An important — and underappreciated — dimension of this risk is the unresolved legal status of US tariff 

powers.

The US Supreme Court has not yet issued a final ruling on the legality of the current tariff regime, having 

delayed a decision several times. While the Court is not adjudicating on any specific geopolitical dispute, 

it is weighing a much broader question: whether Congress has delegated excessive unilateral economic 

authority to the executive branch.

This matters because tariffs sit at the heart of the negotiation toolkit. If talks around Greenland or broader 

US–European relations were to re-escalate, tariff threats would likely re-emerge as a primary source of 

leverage. However, their credibility increasingly depends on how the Court ultimately defines the limits of 

executive power.
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Highly visible episodes of economic coercion — whether through tariffs, sanctions, or diplomatic pressure 

— can sharpen the institutional stakes for justices assessing where constitutional boundaries should 

lie. In that sense, geopolitical pressure tactics may indirectly influence how the Court views the risks of 

unconstrained executive authority.

A potential circuit breaker for markets

Markets are therefore navigating two overlapping uncertainties:

• Negotiation risk, where tariff threats reappear as talks progress.

• Institutional constraint risk, where the Supreme Court may ultimately curtail the executive’s ability 

to deploy tariffs unilaterally.

If the Court were to uphold broad tariff powers, tariff threats would retain their potency as a negotiation 

tool, increasing the risk of renewed volatility during talks.

By contrast, a ruling that meaningfully constrains tariff authority would act as a circuit breaker. Even if 

rhetoric were to escalate, investors could take comfort in the presence of institutional guardrails limiting 

how far trade tensions can realistically go.

Such an outcome would likely support US and global equities, favour growth over value in the US, ease 

pressure on the dollar, and reduce — though not eliminate — the geopolitical risk premium embedded in 

gold and silver.

Until that legal clarity emerges, markets are likely to remain sensitive to renewed pressure tactics, even in 

a world where force has been ruled out and negotiations are formally underway.

1 WisdomTree, FactSet, as of 31/12/2025.
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Important Risks Related to this Article

IMPORTANT INFORMATION
Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been 

issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom 

Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as 

applicable). Our Conflicts of Interest Policy and Inventory are available on request.

This marketing communication has been prepared for professional investors, but the WisdomTree products 

set out in this document may be available in some jurisdictions to any investors, subject to applicable laws 

and regulations. As the product may not be authorised or its oering may be restricted in your jurisdiction, it 

is the responsibility of every person or entity to satisfy themselves as to the full observance of the laws and 

regulations of the relevant jurisdiction. Prior to any application investors are advised to take all necessary 

legal, regulatory, tax and investment advice on the suitability and consequences of an investment in the 

products. Past performance is not a reliable indicator of future performance. Any historical performance 

included in this document may be based on back testing. Back testing is the process of evaluating an 

investment strategy by applying it to historical data to simulate what the performance of such strategy 

would have been. Back tested performance is purely hypothetical and is provided in this document solely 

for informational purposes. Back tested data does not represent actual performance and should not be 

interpreted as an indication of actual or future performance. The value of any investment may be aected 

by exchange rate movements. Any decision to invest should be based on the information contained in the 

appropriate prospectus and aer seeking independent investment, tax and legal advice. These products 

may not be available in your market or suitable for you. The content of this document does not constitute 

investment advice nor an oer for sale nor a solicitation of an oer to buy any product or make any investment.

An investment in exchange-traded products (“ETPs”) is dependent on the performance of the underlying 

index, less costs, but it is not expected to match that performance precisely. ETPs involve numerous risks 

including among others, general market risks relating to the relevant underlying index, credit risks on 

the provider of index swaps utilised in the ETP, exchange rate risks, interest rate risks, inflationary risks, 

liquidity risks and legal and regulatory risks.

The information contained in this document is not, and under no circumstances is to be construed as, an 

advertisement or any other step in furtherance of a public oering of shares in the United States or any 

province or territory thereof, where none of the issuers or their products are authorised or registered for 

distribution and where no prospectus of any of the issuers has been filed with any securities commission 

or regulatory authority. No document or information in this document should be taken, transmitted or 
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distributed (directly or indirectly) into the United States. None of the issuers, nor any securities issued 

by them, have been or will be registered under the United States Securities Act of 1933 or the Investment 

Company Act of 1940 or qualified under any applicable state securities statutes.

This document may contain independent market commentary prepared by WisdomTree based on publicly 

available information. Although WisdomTree endeavours to ensure the accuracy of the content in this 

document, WisdomTree does not warrant or guarantee its accuracy or correctness. Any third party data 

providers used to source the information in this document make no warranties or representation of any 

kind relating to such data. Where WisdomTree has expressed its own opinions related to product or market 

activity, these views may change. Neither WisdomTree, nor any ailiate, nor any of their respective oicers, 

directors, partners, or employees accepts any liability whatsoever for any direct or consequential loss 

arising from any use of this document or its contents.

This document may contain forward looking statements including statements regarding our belief or 

current expectations with regards to the performance of certain assets classes and/or sectors. Forward 

looking statements are subject to certain risks, uncertainties and assumptions. There can be no assurance 

that such statements will be accurate and actual results could dier materially from those anticipated 

in such statements. WisdomTree strongly recommends that you do not place undue reliance on these 

forward-looking statements.

Jersey Issuers

The products discussed in this document are issued by WisdomTree Hedged Metal Securities Limited 

and WisdomTree Foreign Exchange Limited (the "Issuer"). The Issuer is regulated by the Jersey Financial 

Services Commission. Investors should read the prospectus of the Issuer before investing and should 

refer to the section of the prospectus entitled »Risk Factors¼ for further details of risks associated with an 

investment in the securities oered by the Issuer.

WisdomTree Hedged Metal Securities Limited

Securities issued by the Issuer are direct, limited recourse obligations of the Issuer alone and are not 

obligations of or guaranteed by any of Morgan Stanley & Co International plc, Morgan Stanley & Co. LLC 

and JP Morgan Chase Bank, N.A. any of their ailiates or anyone else or any of their ailiates. Each of 

Morgan Stanley & Co International plc, Morgan Stanley & Co. LLC and JP Morgan Chase Bank, N.A. 

disclaims all and any liability whether arising in tort, contract or otherwise which it might have in respect 

of this document or its contents otherwise arising in connection herewith.

The Morgan Stanley Indices are the exclusive property of Morgan Stanley & Co. LLC ("Morgan Stanley"). 

Morgan Stanley and the Morgan Stanley index names are service mark(s) of Morgan Stanley or its ailiates 

and have been licensed for use for certain purposes by WisdomTree Management Jersey Limited in 

respect of the securities issued by the Issuer. The securities issued by the Issuer are not sponsored, 

endorsed, or promoted by Morgan Stanley, and Morgan Stanley bears no liability with respect to any 

such financial securities. The prospectus of the Issuer contains a more detailed description of the limited 

relationship Morgan Stanley has with the Issuer and any related financial securities. No purchaser, seller 
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or holder of securities issued by the Issuer, or any other person or entity, should use or refer to any Morgan 

Stanley trade name, trademark or service mark to sponsor, endorse, market or promote this product 

without first contacting Morgan Stanley to determine whether Morgan Stanley's permission is required. 

Under no circumstances may any person or entity claim any ailiation with Morgan Stanley without the prior 

written permission of Morgan Stanley.

WisdomTree Foreign Exchange Limited

Securities issued by the Issuer are direct, limited recourse obligations of the Issuer alone and are not 

obligations of or guaranteed by any of Morgan Stanley & Co International plc, Morgan Stanley & Co. 

Incorporated, any of their ailiates or anyone else or any of their ailiates. Each of Morgan Stanley & Co 

International plc and Morgan Stanley & Co. Incorporated disclaims all and any liability whether arising in 

tort, contract or otherwise (save as referred to above) which it might have in respect of this document or 

its contents otherwise arising in connection herewith.

The Morgan Stanley Indices are the exclusive property of Morgan Stanley & Co. Incorporated ("Morgan 

Stanley"). Morgan Stanley and the Morgan Stanley index names are service mark(s) of Morgan Stanley 

or its ailiates and have been licensed for use for certain purposes by WisdomTree Management Jersey 

Limited in respect of the securities issued by Issuer. The securities issued by Issuer are not sponsored, 

endorsed, or promoted by Morgan Stanley, and Morgan Stanley bears no liability with respect to any 

such financial securities. The prospectus of Issuer contains a more detailed description of the limited 

relationship Morgan Stanley has with Issuer and any related financial securities. No purchaser, seller or 

holder of securities issued by Issuer, or any other person or entity, should use or refer to any Morgan 

Stanley trade name, trademark or service mark to sponsor, endorse, market or promote this product 

without first contacting Morgan Stanley to determine whether Morgan Stanley's permission is required. 

Under no circumstances may any person or entity claim any ailiation with Morgan Stanley without the prior 

written permission of Morgan Stanley.

WisdomTree Issuer ICAV

The products discussed in this document are issued by WisdomTree Issuer ICAV (“WT Issuer”). WT Issuer 

is an umbrella investment company with variable capital having segregated liability between its funds 

organised under the laws of Ireland as an Irish Collective Asset-management Vehicle and authorised by 

the Central Bank of Ireland (“CBI”). WT Issuer is organised as an Undertaking for Collective Investment 

in Transferable Securities (“UCITS”) under the laws of Ireland and shall issue a separate class of shares 

("Shares”) representing each fund.

The Fund is described in a Key Information Document (KID) or Key Investor Information Document (KIID) 

for UK investors, and the prospectus of WT Issuer (“WT Prospectus”). A copy of the WT Prospectus and the 

KID / KIID is available, for EEA/UK only, in English at www.wisdomtree.eu. Where required under national 

rules, the KID will also be available in the local language of the relevant EEA Member State. Investors 

should read the WT Prospectus before investing and should refer to the section of the WT Prospectus 

entitled »Risk Factors¼ for further details of risks associated with an investment in the Shares.
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The summary of investor rights associated with an investment in the fund is available in English on Wis-

domTree Europe¼s website. WisdomTree Management Limited may decide to terminate the arrangements 

made for the marketing of its collective investment undertakings. In such circumstances, shareholders in 

the aected EEA Member State will be notified of this decision and will be provided with the opportunity to 

redeem their shareholding in the fund free of any charges or deductions for at least 30 working days from 

the date of such notification.

For Investors in Switzerland:

This document constitutes an advertisement of the financial product(s) mentioned herein.

The prospectus (in English only) and the key investor information documents (KID) (in German, French 

and Italian) are available from WisdomTree¼s website: https://www.wisdomtree.eu/en-ch/resource-li-

brary/prospectus-and-regulatory-reports

For WisdomTree UCITS products only: the representative and paying agent of the ETPs in Switzerland 

is Société Générale Paris, Zurich Branch, Talacker 50, PO Box 5070, 8021 Zurich, Switzerland. The 

prospectus, the key investor information documents (KIID), the articles of association and the annual and 

semi-annual reports of the sub-funds are available free of charge from the representative and paying agent. 

As regards distribution in Switzerland, the place of jurisdiction and performance is at the registered seat 

of the representative and paying agent. Some of the sub-funds referred to in this document may not have 

been registered with the Swiss Financial Market Supervisory Authority (“FINMA”). In Switzerland, such 

sub-funds that have not been registered with FINMA may only be available to Qualified Investors.

For Investors in Malta: This document does not constitute or form part of any oer or invitation to the public 

to subscribe for or purchase shares in the Fund and shall not be construed as such and no person other 

than the person to whom this document has been addressed or delivered shall be eligible to subscribe 

for or purchase shares in the Fund. Shares in the Fund will not in any event be marketed to the public in 

Malta without the prior authorisation of the Maltese Financial Services Authority.

For Investors in Monaco: This communication is only intended for duly registered banks and/or licensed 

portfolio management companies in Monaco. This communication must not be sent to the public in Monaco.
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