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Letter from the Editor is our biweekly weekend read,  
which looks at the big picture, one question at a time.  

Strike Iran, hit China. This appears to be the underlying logic 
behind the crisis unfolding in the Middle East. It also explains the 
US operation in Venezuela and the renewed strategic pressure 
surrounding Greenland. While the first Trump administration, 
and later the Biden one, focused on slowing China’s economic 
rise, Trump 2.0 seems to be pursuing something more ambitious: 
shrinking Beijing’s geopolitical footprint by limiting its influence, 
weakening its alliances and restricting access to strategically 
important regions. This emerging framework of containment 
echoes patterns from the Cold War. So far, China has responded 
with notable restraint. Whether Beijing will maintain this posture 
of strategic patience remains uncertain – and the consequences 
could be far‑reaching. 

Hello from The Investment Institute! 
Today, it is unavoidable to talk about Iran. But I’d like to use the opportunity not to consider how the conflict 

might unfold (our baseline remains that it will be short‑lived: for our full coverage, check this page), but to 
step back and look at the big picture – possibly to rationalise what on the surface appears to be an 
irresponsible American move against Tehran.  

In just a couple of months, the Trump administration has concentrated its military and diplomatic efforts on 
three regions that could hardly be more distant: the Western Hemisphere, with the removal of Venezuelan 
President Nicolás Maduro; the Arctic, with expansionist claims over Greenland; and now the Middle East, with 
a war against Iran. Which raises the key question for today’s Letter: 

Is there a pattern – or even a strategy – behind what appear to be random geopolitical moves 
spanning the entire globe? 

https://www.the-investment-institute.unicredit.eu/
https://www.the-investment-institute.unicredit.eu/en/iran-war-coverage


 

 

 

  

www.the-investment-institute.unicredit.eu 

The Investment Institute 
by UniCredit 
 

Letter from the Editor 
7 February 2026 

2 

The simplest explanation is competition for vital natural resources to support the revival of American 
manufacturing. But this is ultimately unsatisfying. Oil remains important, but the US is now energy 
independent. Critical minerals are in rising demand, but extracting them in Greenland is far from easy.  

What seems to be driving the Trump administration is the determination to push back against China and 
contain its rising global influence in a form of power competition that is reminiscent of the Cold War – marked 
by strategic competition across the globe, without direct military confrontation. If you are interested in the 
topic, I will discuss it with Meg Rithmire, a professor at Harvard University and prominent China expert, in a 
new episode of “40 minutes with …” next Thursday at 14:00 CET. Here is the link.  

Going after China 
We have entered a new phase of US-China rivalry. While the first 
Trump administration and then the Biden one focused on slowing 
China’s economic ascent (for example, through tariffs, coercive 
measures against Chinese companies like Huawei and export 

bans on high‑end semiconductors), Trump 2.0 is pursuing 
something more ambitious: reducing China’s geopolitical reach 
by limiting its influence, weakening its alliances and restricting 
access to critical regions. 

For the last two decades, Beijing has relied on economic statecraft – trade, investment, finance, multilateral 

institutions – to grow its footprint across Latin America, Africa, the Middle East, Eastern Europe and the Indo‑Pacific. 
These moves did not go unnoticed in Washington, but the US response remained partial and fragmented – until now.  

This shift clarifies the seemingly disparate theatres of recent US action. The kidnapping of Maduro in January was 

meant to signal to Beijing that Washington is re‑asserting itself in its own backyard, Latin America – and to warn 
regional leaders against drifting too far towards China. Washington’s expansive territorial claims over Greenland were 
another reminder that it will not allow China to gain a foothold in an Arctic region that could offer direct access to 
North America. And the war against Iran – together with strong support for Israel’s military strategy – reflects an 
attempt by the White House to reclaim the Middle East, a region that after former President Barack Obama’s “pivot 
to Asia” had been drifting steadily closer to China. 

Iran sits at the centre of this recalibration. Geographically positioned between the Indian Ocean, Russia, the Arabian 
Peninsula and Western China, it forms a crucial land bridge within the Belt and Road Initiative. Its network of regional 
proxies – such as the Houthis, Hezbollah and Hamas – supported in part through Chinese technology and equipment, 
has in recent years strained US military resources by forcing Washington to defend Red Sea shipping lanes and divert 
carrier groups away from the Pacific. This benefited China by reducing US presence near its maritime periphery. 

At the same time, the insecurity generated by Iran’s actions had eroded the confidence Gulf states had in 

long‑standing US security guarantees, prompting Saudi Arabia and the UAE to diversify their partnerships. China 
stepped into this gap with major commercial, technological and diplomatic initiatives: becoming the Gulf’s top 

energy buyer, embedding Huawei infrastructure, investing in ports and smart‑city projects, and even brokering the 

2023 Saudi‑Iran rapprochement. The pattern is clear: Iran’s actions drove the Gulf to hedge, and this hedging 
expanded China’s influence. 

A new containment strategy 

If US President Donald Trump’s gamble on Iran pays off – a big if – the US could reshape the Middle East in ways 
more favourable to its strategic interests. In theory, this would free up military resources that could be shifted to 

other priority regions, particularly the Indo‑Pacific or the Caribbean. However, such a realignment would likely take 
years, and there is a meaningful risk of the US becoming more deeply entangled in Iran than it intended. 

Even without deploying large military forces, the US can expand its influence in areas where China has grown 
increasingly active. Venezuela may only be the first of several Latin American countries pushed to loosen their ties 

The message that 
Washington is sending is 
loud and clear: the US is 
back. 

https://multimedia.unicredit.eu/view/12032026-40-Minutes-With-Meg-Rithmire
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with Beijing. The 2025 National Security Strategy (NSS), released last December, clearly emphasised reasserting US 

primacy in the Western Hemisphere and constraining the presence of non‑hemispheric powers – namely China. 
Achieving this does not necessarily require dramatic actions such as forcibly removing a leader as it did with Maduro; 
targeted economic incentives and transactional diplomacy can achieve similar results. 

The Panama Canal, where Washington has massively reduced Chinese influence, is an example. In his 2025 inaugural 
address, Trump stated: “China is operating the Panama Canal. And we didn’t give it to China. We gave it to Panama, 
and we’re taking it back.” Peru, with its wealth of mineral resources and access to the Pacific Ocean (where China has 
built a major port), could become another flashpoint soon. Or it could be Cuba, which is under increasing economic 
strain. Or Colombia. The list is long.   

Some analysts misread the 2025 NSS as signalling that the US had accepted a world divided into spheres of influence, 

effectively allowing China dominance in the Indo‑Pacific. I view this interpretation as mistaken: Washington is not 
ceding East Asia – least of all Taiwan. The US appears intent on remaining active in every strategically significant 
region. 

Africa, another region where China has built deep influence over the years, was portrayed in the NSS as a theatre in 
which the US must shift from traditional aid to investment. Through this more transactional approach, Washington 
appears intent on encouraging governments to make clearer strategic choices. In other contexts, the US may adopt a 
more forceful posture – for example towards North Korea, another major Chinese ally, alongside Venezuela and Iran. 
And Washington is certainly unlikely to give up Taiwan – not primarily to defend democracy, but to protect its critical 
interests tied to the global semiconductor supply chain. 

Trump’s ambiguous attitude towards Russia also pushes in the same direction. Today, the US is pursuing what could 
be called a “Kissinger in reverse”. In the 1970s, Henry Kissinger sought to widen the geopolitical gap between Moscow 
and Beijing, aligning the US with China to isolate the Soviet Union. Today, Washington is attempting the opposite: 
driving a wedge into the Russia-China partnership by isolating Beijing. 

If US foreign policy is indeed oriented around containing China, then today’s international dynamics increasingly 
resemble a new Cold War. The foundation of US strategy during the original Cold War was the containment of the 

Soviet Union, most famously articulated by the prominent diplomat George Kennan. In his “X‑Article” in Foreign 
Affairs, Kennan called for a long-term, patient, but firm strategy to counter the expansive tendencies of a rival power. 

This broadly reflects what the US seems to be pursuing today. Although Kennan himself opposed direct military 
confrontation, the Cold War nevertheless produced multiple proxy wars – Vietnam, Korea, Afghanistan – and 
extensive political interference in strategically important states. The CIA carried out numerous coups in Latin America 
during that period. The war in Iran and the recent ousting of Maduro fit within this historical pattern of indirect 
geopolitical competition and strategic manoeuvring. 

How will China react? 

China might not have always played by the rules in its economic competition, especially on the trade front, but it 
followed the Western playbook of economic engagement to boost its global influence, build dependencies and secure 
resources and markets. The Belt and Road Initiative, the Asian Infrastructure Investment Bank and the expansion of 
BRICS+ epitomise this approach, emphasising respect for the sovereignty of other nations and a policy of non-
interference in regional and domestic affairs. In a way, Beijing was following the old foreign-policy strategy of Deng 
Xiaoping: “hide your strength, bide your time”. It was gradually building its strength and influence globally, without 
getting too much attention. 

So far, China’s response to a more assertive US posture has been muted, for several reasons.  

1. Beijing was likely caught off guard by the speed and intensity of Washington’s policy shift and has struggled 
to adapt its strategy.  

2. The countries targeted so far by the US (Venezuela and Iran) are not top‑tier priorities for Chinese President 
Xi Jinping, especially during a fragile trade truce with Washington. In the specific case of Iran, China’s 

long‑term interests with the Gulf monarchies of Saudi Arabia and the UAE are far more economically 
significant.  
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3. China has consistently avoided presenting itself as a security guarantor for the Global South, largely so as 
not to be dragged into costly conflicts, a lesson it has drawn from the US wars in Iraq and Afghanistan.  

4. Refraining from military commitments reinforces Beijing’s narrative to developing countries – many of 
whom are authoritarian – that China respects non-interference, unlike the US, which tends to act as a 
dominant power. Avoiding security guarantees gives Beijing flexibility, limits strategic overstretch and keeps 
costs manageable. 

The question is whether China can maintain this posture as the environment shifts. The strategy worked when the 
US behaved more predictably and adhered more closely to international norms. It may prove harder now. Iran is a 
BRICS+ member and part of the Shanghai Cooperation Organisation. Other members may begin questioning the value 

of China‑centric institutions if Beijing cannot shield its partners from pressure. 

If the US pursues broader containment, China will eventually have to adjust. It may maintain “strategic patience,” but 
this approach will be tested in areas it considers existential, above all Taiwan. China may also scale down its global 
ambitions, focusing more on regions where US competition is less intense or where Chinese interests are 

non‑negotiable, such as the South China Sea. Moreover, Beijing will have to reckon with the financial implications of 
reduced global access, given that its overseas infrastructure investments total hundreds of billions of dollars. 
Ultimately, China will need a sober assessment of its military capabilities to determine what level of confrontation 
with the US it can sustain. 

China faces a strategic dilemma. Staying passive risks losing credibility among partners; responding assertively risks 
escalation with the US. How Beijing resolves this tension will shape the next phase of US-China rivalry. Iran, Venezuela 
and Greenland are just the beginning of this new era.  

Enjoy your weekend! 

Edo 

Edoardo Campanella 
Director and Chief Editor of The Investment Institute (UniCredit, Milan)  
edoardo.campanella@unicredit.eu 

UniCredit S.p.A. 
The Investment Institute by UniCredit, Piazza Gae Aulenti, 4, I-20154 Milan 
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Legal Notices 

Glossary 
Terms used in the report are available on our website: https://www.the-investment-institute.unicredit.eu/en/glossary. 

Marketing Communication 
This publication/video constitutes a marketing communication of UniCredit S.p.A., UniCredit Bank Austria AG, Schoellerbank AG and 
UniCredit Bank GmbH (hereinafter jointly referred to as the “UniCredit Group”) is addressed to the general public and is provided free of 
charge for information only. It does not constitute investment recommendation or consultancy activity by the UniCredit Group or, even 
less, an offer to the public of any kind nor an invitation to buy or sell securities. The information contained herein does not constitute an 
investment research or financial analysis since, in addition to the lack of content, it has not been prepared in accordance with legal 
requirements designed to promote the independence of investment research, and it is not subject to any prohibition on dealing ahead 
of the dissemination of investment research. 

UniCredit Group, including all its group companies may have a specific interest in relation to the issuers, financial instruments or 
transactions detailed herein. Relevant disclosures of interests and positions held by UniCredit Group are available at: https://www.the-
investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures. Any estimates and/or assessments contained in this 
publication represent the independent opinion of the UniCredit Group and, like all the information contained therein, are given in good 
faith on the basis of the data available at the date of publication, taken from reliable sources, but having a purely indicative value and 
subject to change at any time after publication, on the completeness, correctness and truthfulness of which the UniCredit Group makes 
no guarantees and assumes no responsibility. Interested parties must therefore carry out their own investment assessments in a 
completely autonomous and independent manner, relying exclusively on their own considerations of the market conditions and the 
information available overall, also in line with their risk profile and economic situation. Investment involves risk. Before any transaction 
in financial instruments please refer to the relevant offering documents. It should also be noted that:   

1. Information relating to the past performance of a financial instrument, index or investment service is not indicative of future 
results. 

2. If the investment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate 
strongly according to changes in exchange rates and have an undesirable effect on the profitability of the investment. 

3. Investments that offer high returns can undergo significant price fluctuations following any downgrading of creditworthiness. In 
the event of bankruptcy of the issuer, the investor may lose the entire capital. 

4. High volatility investments can be subject to sudden and significant decreases in value, being able to generate significant losses at 
the time of sale up to the entire capital invested. 

5. In the presence of extraordinary events, it may be difficult for the investor to sell or liquidate certain investments or obtain reliable 
information on their value. 

6. If the information refers to a specific tax treatment, it should be noted that the tax treatment depends on the individual situation 
of the customer and may be subject to change in the future. 

7. If the information refers to future results, it should be noted that they do not constitute a reliable indicator of these results. 

8. Diversification does not guarantee a profit or protect against a loss.  

The UniCredit Group cannot in any way be held responsible for facts and/or damages that may arise to anyone from the use of this 
document, including, but not limited to, damages due to losses, lost earnings or unrealised savings. The contents of the publication – 

including data, news, information, images, graphics, drawings, brands, and domain names – are owned by the UniCredit Group unless 

otherwise indicated, covered by copyright and by the industrial property law. No license or right of use is granted and therefore it is not 
allowed to reproduce its contents, in whole or in part, on any medium, copy them, publish them and use them for commercial purposes 
without prior written authorisation from UniCredit Group unless if purposes of personal use only. E 25/1 
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