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Overview

• US–Europe rift widens: Washington’s tariff threat to force a Greenland purchase triggered strong European

backlash, emergency EU diplomatic coordination, and firm rejection from both Denmark and Greenland.

• High geopolitical stakes: Greenland’s strategic value stems from its US missile-warning radar, proximity to

emerging Arctic shipping lanes, and deposits of critical minerals, including rare earths.

• Risk to Western unity: A coercive US approach risks reinforcing Russian narratives of great-power pressure

and could undermine NATO cohesion — a strategic gain for both Russia and China.

• Market impact: With investor positioning already extended, some profit-taking is likely. Barring an invasion,

US earnings momentum is unlikely to be derailed. We stay constructive on the EU defence champions and

gold.

Executive Summary — Greenland Tariff Standoff

On 17 Jan 2026, US President Trump announced that
eight key European allies — Denmark, Norway,
Sweden, France, Germany, the UK, the Netherlands
and Finland — would face 10% tariffs from 1 Feb,
rising to 25% on 1 Jun, unless they agree to a US
purchase of Greenland.

Europe condemned the tariffs as coercive and
damaging to transatlantic and NATO unity, warning
of a “dangerous downward spiral”. EU leaders held
emergency talks on 18 Jan and reaffirmed full support
for Denmark and Greenland. Denmark and Greenland
reiterated that the island is not for sale, with public
protests underscoring rejection of US demands.
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2. This could make Russia’s excuse look more valid.

• Such territorial coercion and economic blackmail
could ironically legitimize narratives like those used
by Russia to justify aggression in Ukraine — that
powerful states can impose wills on smaller
neighbours under a “security threat” pretext.

• A fractured Western alliance might reduce
coordinated pressure on Russia, potentially
undermining the collective deterrence posture built
since Russia's invasion of Ukraine in 2022.

3. A divided NATO is a strategic advantage to rivals.

• Russia and China could benefit from deep rifts
among NATO and EU partners.

• Fractures can divert focus from Eastern European
security and allow other major powers to exploit
this diplomatic distraction.

Geopolitical Implications — Why This Matters

1. Greenland is strategically critical to the US (Fig. 1).

• Greenland hosts US radar/missile early-warning
infrastructure key for North American defence.

• Greenland sits along new Arctic shipping paths
that are opening as ice melts, and it is close to key
Russian shipping routs in the far north.

• Greenland has significant rare-earth and critical
mineral deposits, essential for advanced tech.

Figure 1: Strategic importance of Greenland to the US

Source: Microsoft Copilot, UOB Private Bank
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What This Means for Markets & Investors

First, tariffs on key European exporters could elevate
costs for automotive, machinery, and tech supply
chains, potentially slowing growth in affected sectors.
The US consumers could face higher prices on
imported goods, adding modest inflationary pressure.

Second, Europe has threatened countermeasures,
including reviving pending tariffs on US goods under
its “trade bazooka” policy. Escalation could widen
into a full trade war, affecting global growth. To be
clear, this is not our base case. On this note, we
emphasise the importance of gaining portfolio
exposure to safe-haven assets including gold.

Third, rising geopolitical tension increases risk premia
across equities and credit markets. This could
manifest in the form of:

• Wider spreads on European sovereign credit if the
political risk premium rises.

• Higher equity volatility indices (e.g., VIX).

• Continued valuation rerating of defence and
security-related industries.

Overall, investors can expect heightened volatility in
equities and trade-sensitive sectors in the near term,
especially in the developed Western markets. Given
elevated positioning by retail and institutional
investors alike, profit-taking should be reasonably
expected. Having said that, investors have seen this
US tariff playbook before; the market response may
ultimately be more muted than the sharp drawdown
seen in the wake of the “Liberation Day” in 2025.

For the US equities, this tariff episode is unlikely to
derail earnings momentum in the near term unless the
US invades Greenland. Meanwhile, there could be
downward earnings revisions for the European
equities in the near term, particularly in exports-
oriented sectors such as luxury, automotive,
machinery and semiconductor.

Currency volatility may take its course, but gradual
USD depreciation against the EUR over the next
twelve months remains our base case. Finally, we
emphasise the importance of having a strategic
allocation to European defence champions and safe-
haven assets including gold. Gaining defensive equity
exposure to quality companies via sell-put strategies
remains appropriate.
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Disclaimer

General
This document contains material based on publicly-available information. Although every reasonable care has been taken to

ensure the accuracy and objectivity of the information contained in this document, United Overseas Bank Limited (“UOB”) makes no

representation or warranty as to, neither has it independently verified, the accuracy or completeness of such information (including

any valuations mentioned). UOB neither represents nor warrants that this document is sufficient, complete or appropriate for any

particular purpose. Any opinions or predictions reflect the writer’s views as at the date of this document and may be subject to

change without notice.

The information contained in this document, including any data, projections and underlying assumptions, are based on

certain assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the

date of publication, all of which are subject to change at any time without notice. Past performance figures are not indicative

of future results.

Not an offer or solicitation to any particular person
This document should not be regarded as an offer or solicitation to any particular person to transact in any product mentioned.

Before deciding to invest in any product mentioned, please seek advice from your financial, legal, tax or other appropriate

advisers on the suitability of the product for you, taking into account your specific investment objectives, financial situation or

particular needs (to which this document has no regard). If you do not wish to seek such advice, please consider carefully whether

any product mentioned is suitable for you.

Risks
An investment in any product mentioned in this document may carry different risks of varying degrees, including credit, market,

liquidity, legal, cross-jurisdictional, foreign exchange and other risks (including the risks of electronic trading and trading in

leveraged products). Nothing in this publication constitutes personalised accounting, legal, regulatory, tax, financial or other

advice that regards the personal circumstances of a particular recipient. Please speak to your financial, legal or other appropriate

adviser to understand the risks involved and whether it is appropriate for you to assume such risks before investing in any product.

Any description of investment products is qualified in its entirety by the terms and conditions of the investment product and if

applicable, the prospectus or constituting document of the investment product.

Valuation
Product valuations in this document are only indicative and do not represent the terms on which new products may be entered

into, or existing products may be liquidated or unwound, which could be less favourable than the valuations indicated herein.

These valuations may vary significantly from those available from other sources as different parties may use different assumptions,

risks and methods.

No liability
To the fullest extent permitted under applicable laws and regulations, UOB and its affiliates shall not be liable for any loss or

damage howsoever arising as a result of any person acting or refraining from acting in reliance on any information, opinion,

prediction or valuation contained herein.

UOB and its affiliates involved in the issuance of this document may have an interest in the products mentioned in this document

including but not limited to, marketing, dealing, holding, acting as market-makers, performing financial or advisory services,

acting as a manager or co-manager of a public offering, of persons mentioned in this document. UOB and its affiliates may also

have alliances, contractual agreements, or broking, investment banking or any other relationships for the provision of financial

services, with any product provider mentioned in this document. UOB and its affiliates may have issued other reports, publications

or documents expressing views which are different from those stated in this document and all views expressed in all reports,

publications and documents are subject to change without notice.

Others
Unless you are notified otherwise by UOB, UOB deals as a principal in any transaction which UOB has been instructed to

effect, other than transactions relating to securities traded on an exchange, unit trusts and funds on your behalf where UOB acts

as your agent.

Singapore. This document and its contents are intended for Accredited Investors (as defined in Section 4A of the Singapore

Securities and Futures Act (Chapter 289)).

Hong Kong. This document and its contents are intended for “professional investors” (as defined in the Securities and Futures 

Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”) and its subsidiarity legislation) (“Professional Investors”). Shares 

or debentures in a company may not be offered or sold in Hong Kong, by means of any document, other than (i) to Professional 

Investors; or (ii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the 

Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong)(the “CWUMPO”) or 

which do not constitute an offer to the public within the meaning of the CWUMPO. Unless permitted to do so under the laws of 

Hong Kong, no person may issue or have in his/her possession for the purpose of issue, or will issue, or have in his/her possession
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for the purposes of issue, any advertisement, invitation or document relating to the securities, structured products or interests

in collective investment schemes whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely

to be accessed or read by, the public of Hong Kong, other than with respect to the securities, structured products or interests

in collective investment schemes that are or are intended to be disposed of only to persons outside Hong Kong, or only to

Professional Investors.

WARNING: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised

to exercise caution in relation to this document. If you are in any doubt about any of the contents of this document, you should

obtain independent professional advice.

This document may only be distributed in countries where its distribution is legally permitted. This document is not directed to any

person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such publications are prohibited

This document may contain proprietary information of UOB (or its product providers) and may not be reproduced or disseminated

in whole or in part without UOB’s prior consent.

If there is any inconsistency, or any difference in meaning between the English version and any translation of this document, the

English version shall apply and prevail.

United Overseas Bank Limited. Co. Reg. No. 193500026Z
United Overseas Bank Limited is a licensed bank in Hong Kong and is a registered institution in respect of Types 1 (Dealing in

Securities) and 4 (Advising on Securities) regulated activities under the SFO.
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