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Strategic challenges in the new context of "institutional capitalism"



Agenda

1. Short US!

2. Long EU?



The slow default of «institutional capitalism» 

rooted in the US constitutional architecture



WHO, WTO & CO2: a war against the institutional and 
the environmental symbols of globalization



US 
NIIP: 
$26tn



From factor of 
stability to driver of 
uncertainty.

How the role of US 
is changing



The dangerous
convergency of 
overall uncertainty
drivers.



The current account 
imbalance reflects
the flow of capital 
towards US



The US Treasury: 
«We will never
default»…

Bessent promette che gl Stati Uniti non finiranno mai in default
malgrado i dati dei mercati mettano a nudo l'ansia degli
investitori

da pag.  1 / 

 02-GIU-2025
foglio 1 Tiratura: N.D. Diffusione: 61158 Lettori: 828000 (DS0001297)

-  Dir. Resp.:  Roula Khalaf Quotidiano

A
R

T
IC

O
L
O

 N
O

N
 C

E
D

IB
IL

E
 A

D
 A

L
T

R
I 

A
D

 U
S

O
 E

S
C

L
U

S
IV

O
 D

E
L
 C

L
IE

N
T

E
 C

H
E

 L
O

 R
IC

E
V

E
 -

 D
S

1
2
9

7
 -

 S
.1

1
9

5
0

 -
 L

.1
9
0

2
 -

 T
.1

9
0

2

DS1297 DS1297







The number of international students in US 
Universities is down 11.3% in March 2025



More 
Electricians
& Plumbers, 
less Harvard 
& Stanford





36.000.000.000.000,00 $: debt is US most important export 

item. Until is not…



The elephant in the room: US fiscal deficit



«Dollar
Disconnect»



Widening inflation differential
between US and EU.

US/EU growing divergency in 
integration processes within
global value chains



High volatility of 
stock-bond’s
covariance and 
correlation

In 2025, the stock-bond correlation has been higher

than historical norms, reducing bonds’ traditional role
as a portfolio hedge. This shift is attributed to inflation
shocks and policy uncertainty (e.g., tariffs).

For instance, J.P. Morgan notes that fixed income’s
correlation with equities has risen over the past two

years, meaning stocks and bonds are moving more in 
tandem, especially during inflationary periods.
IO Fund reports that since 2022, the traditional

negative stock-bond correlation has broken, with both
assets declining together in high-inflation

environments, a trend persisting into early 2025.
As of June 2025, 10-year Treasury yields are around
4.41%, up slightly, suggesting continued volatility in 

bond prices, which may influence covariance with 
stocks.



«Almost all of that savings has ended up in the US. With 
Trump, no nation can really perceive the US treasury as a 
safe reserve asset anymore».

There are now two big political drivers to 
markets - firstly Europe and Japan need to 
remilitarise. This will require hiring more 
military personnel at a time of record low 
unemployment, and to build out there own
secure military supply chain. Both of these
things will require money. The good news is
that nations like Europe and Japan actually
have a great deal of money salted away, 
either in foreign reserves, or savings. The 
problem is that almost all of that savings has
ended up in the US, one way or another. We
can see this using the Net International 
Investment Position (NIIP) data. They will
need to bring that money back. This data is
also picking up foreign reserves. But the 
second big driver is that no nation can really
perceive the US treasury as a safe reserve
asset anymore.



Downgraded. For the first time in history, US 
credit rating loses the last AAA from Moody’s



The new 
«Protection
Racket»…
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Gold is not a safe haven. It is the only "global 
institution" that is still undisputed









Trump

The «Trump Effect» on cryptoassets



The global market value of gold is $23.8T, or 11 times that
of bitcoin. In January 2023, it was 38 times



Cryptoassets, especially stablecoins, despite being
“fiduciary assets” are gaining the status of new 
global institutions: they are now worth $3.27T



Once upon a time, it never

really existed a world of 

«free trade»…



More than 10.000 
harmful interventions on 
trade just in the last 4 
years. 

But the majority is on 
goods, not on services…



US tariffs at record levels in last 
century, but trade with China had
already been reduced





The World Bank 
prospects the sharpest
downgrade of AE’s
growth in 2025 (-0.5%)





Agenda

1. Short US!

2. Long EU?



EU-bonds are poised to become the 
new global safe asset, but today they
are worth only €580B, or about 2% of 
the liquid US government bond market.
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The Blue Sky of 

Eurobond
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45CHOOSE EUROPE FOR SCIENCE



46Tariffs impact on industrial areas, not on service 
segments.Cities are the factories of the service industry.

investments goods services



China: a giant in goods, (yet) a dwarf in services



China's share of global exports in services is a small 

fraction of the share in merchandises

China's share in global exports (merchandise vs services) 2016-2022

Note(s): China; 2016 to 2022

Source(s): WTO; ID 256604
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http://www.statista.com/statistics/256604/share-of-chinas-exports-in-global-exports


EU Defence:

The Paper is White…



Export of Major Arms 2020-24 vs. 2015-19:
Russia -64%, US +21%, France +11%, Spain +29%
EU+UK: 26.6%. Italy is for now the clear winner of the arm race: +138%.



In 2023 the  
historical
record of 
military
expenditure: 
$2.4 trillion

World military expenditure increased for 

the ninth consecutive year in 2023, 
reaching a total of $2.4 trillion,11 with 
2023 seeing a steep rise over 2022 

(see Figure 1.13). The top five countries 
accounted for 61% of the total. As
governments with strengthening

militaries perceive that multilateral
constraints on unilateral military action 

are weaker, there could be more  
instances of cross-border military
interventions in the coming years.



Defence
Equipment
Procurement and 
Defence R&D 
reached €90bn in 
2024



European Defence Technological and Industrial Base (EDTIB)

The European Defence Technological and Industrial Base (EDTIB) serves 

as the backbone for modern, integrated defense capabilities across 

Europe, enabling collaborative defense efforts among nations.

Transformation Driven by Technology

The EDTIB is currently experiencing a swift transformation fueled by 
advancements in various technologies, which are reshaping defense 
strategies and operational capabilities.

Unmanned Systems & Space Based Platforms

Unmanned systems, including drones, are becoming key components in 
modern warfare, providing enhanced surveillance, reconnaissance, and 
operational reach without putting personnel at risk.
Space-based platforms, such as satellites, play a crucial role in defense 
communications, navigation, and intelligence gathering, contributing to a 
more informed and responsive defense posture.

Evolution of Common Technological Platforms
Understanding the Technological Shift in European Defence Technological and Industrial Base (EDTIB) 



Understanding 
Dual-Use 
Technology

Drones: Versatile 
Applications

Satellites: Bridging 
Sectors

Artificial 
Intelligence: A 
Dual Role

Quantum 
Computing: Future 
Potential

Exploring Dual-Use Opportunities

Leveraging Defense Technologies for Civilian Use



Jumbo Bonds and Junior 
Tranches

The EU plans to issue jumbo 
bonds to raise capital for 
defense expenditures. Junior 
tranches of these bonds carry 
higher risk but are guaranteed 
by the EU, which significantly 
mitigates investment risks for 
private investors, making them 
more likely to participate.

Public–Private 
Partnership (PPP)

This funding mechanism is 
rooted in public-private 
partnerships, attracting private 
investors to defense projects. 
The reduced risk and 
assurance of long-term 
returns motivate these 
investors, as the fund will 
support the complete lifecycle 
of defense systems, from 
research and development to 
production and deployment.

Leveraging Investment

By utilizing private capital, the 
EU can exponentially increase 
its overall defense investment. 
This strategy is particularly 
beneficial for funding capital-
intensive projects in emerging 
technologies, including 
advanced drones, AI systems, 
and quantum computing, 
ensuring these projects 
receive necessary financial 
support.

Market-Driven Innovation

This innovative funding 
approach not only addresses 
existing funding gaps but also 
fosters a market-driven 
environment for technological 
innovation. It encourages 
competition among private 
investors, leading to 
advancements in defense 
technology and systems.

European Defence Platforms: Defining the Funding Mechanism

Exploring the dynamics of defense funding strategies



• Defence and satellites: building a common European industry
capable of competing with global powers.

• Energy: development of safe nuclear technologies, advanced
renewable sources, smart grid networks, green hydrogen.

• Telecommunications, cloud and Artificial Intelligence: creation
of autonomous European infrastructures for data management and 
AI development, reducing dependence on non-EU players.

• New materials, automotives, steel, metals: relaunching strategic
supply chains for the ecological transition (electric vehicles, “green” 
metallurgy).

• Logistics and smart infrastructures: technologies for sustainable
mobility, integrated traffic management, digitalization of urban 
services.

European Industrial Platforms: the economic 
challenges of the next decade
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THANKS!
ARRIVEDERCI...

Prof. CarloAlberto Carnevale-Maffè

SDA Bocconi School of Management

Email: carloalberto.carnevale@sdabocconi.it

Twitter: @carloalberto
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