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The appointment of Mojtaba Khamenei as Iran’s new supreme leader likely
realigns the interests of the US and Israel for regime change, and not just
leadership change. China has an important role to play in bringing the
conflict to an end, offering a future to the new leadership and an exit
strateqgy for Trump. But thus far it has remained silent.

KHAMENEI'S ISLAMIC GUARDS WILL BE KEY FOR INTERNAL STABILITY
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THE NOISE ...

The appointment of Mojtaba Khamenei as Iran’s new supreme leader significantly complicates
the strategic outlook, increasing the probability of a more intense, and possibly prolonged,
conflict. Notably, during the 12-day military operation last summer, the late Ayatollah Ali
Khamenei reportedly left a list of three potential successors —and his son was not included. One
possible explanation is that the late leader did not want to give the impression of dynastic rule
in a country where the 1979 revolution was explicitly anti-monarchical.

Mojtaba Khamenei’s appointment is likely to be poorly received by broad segments of the
population, as he is widely perceived as a symbol of regime impunity and personal enrichment,
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having allegedly accumulated a vast wealth. His close ties to the Islamic Revolutionary Guard
Corps (IRGC) imply that these militants (about 180,000 members plus a paramilitary group, see
chart) will be willing to fight to preserve his authority. Yesterday, they immediately pledged
allegiance to him and they will likely play a key role not only in the political stabilisation of the
country (or just to repress discontent) but also to launch attacks outside Iranian borders.

His elevation was driven by the hardline faction within the Assembly of Experts (a body made up
of 88 clerics), which sought to avoid any perception of weakness toward the US and appears to
be positioning Iran for a war of attrition. At the same time, (from the little information that was
leaked) the decision exposes a growing internal fracture within the regime over the strategic
path forward, between those advocating escalation and those favouring de-escalation to
preserve political stability.

... AND THE SIGNAL

Under ideal circumstances, the clerical establishment would have chosen a new supreme leader capable of ensuring
continuity while opening the door to a long-awaited process of moderation, modernization and reform. Such a choice
could have reduced the risk of civil conflict and enabled a potential compromise with the US, thereby easing tensions
in the Strait of Hormuz.

Mojtaba Khamenei’s appointment effectively rules out this scenario. Both the US and Israel view his selection as a
provocation — a signal that the regime does not intend to compromise. Last week, US President Donald Trump, who
had unrealistically sought to influence the succession process and called for Iran’s unconditional surrender, publicly
referred to Khamenei’s son as a “lightweight”.

Until yesterday, US and Israeli objectives had been diverging: Washington wanted a quick victory, while Israel sought
a total one. The US was prepared to accept a Venezuela-style transition that replaced Iran’s leadership without
necessarily toppling the entire regime — an outcome less costly and less unpredictable than full regime change.
Israel, by contrast, aims for the regime’s collapse — a scenario likely to trigger civil war diven Iran’s ethnic diversity
(Persians, Azeris, Kurds, Turkmen and others).

If Venezuela is Trump’s blueprint, Israeli Prime Minister Benjamin Netanyahu’s model is Syria — where a decade of
civil war ultimately improved Israel’s security by eliminating a major Arab state focused on confronting it.

Disengagement has now become politically difficult for Trump. This increases the likelihood of attempts to eliminate
the new leadership. A leadership that feels cornered and has nothing to lose will resort to ever more extreme action
to destabilise the region and raise the costs of the conflict for the US. But even if the US and Israel were to remove
Mojtaba Khamenei, a crucial question remains: Who would come next?

The clerics have clearly signalled that they will not fold; their next nominee could be equally hardline. In the
meantime, the war will severely test the resilience of the Iranian population. The combination of an unpopular leader
and mounting public discontent could eventually push the regime toward collapse, although this would likely be
along a trajectory closer to that followed by Syria, which would be highly destabilising for the region. Since the IRGC
militants are a lardge and well-armed group, they would likely remain capable of carrying out destabilising military
operations for a long period (as happened in Iraq after the fall of Saddam Hussein), even if they lost power.

The Strait of Hormuz is likely to remain disrupted. Only decisive intervention by China — Tehran'’s key partner — could
help ease the energy crisis, offering the Trump administration an exit strategy. Beijing, given its dependence on
Middle Eastern oil, has a strong interest in bringing the conflict to an end; yet it also benefits from seeing the US
drawn deeper into the region and distracted from the Indo-Pacific. Likewise, Trump may be reluctant to grant China
the role of dealmaker, especially as the US seeks to limit Beijing’s influence in the Middle East (see my latest Letter
from the Editor). It is a difficult strategic calculus for both sides.

Oil outlook: Brent is likely to remain above USD 100/bbl for now. Trump just said that USD 100/bbl was a “very
small price to pay for safety and peace”. Any release of strategic reserves by G7 countries would provide only
short-term relief, as these reserves are intrinsically limited. In tomorrow’s Coffee Break we will dig deeper into the
issue. Stay tuned!
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Ledal Notices

Glossary

Terms used in the report are available on our website: Our 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 ledal
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: Conflicts of interest.
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 duarantees 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. Iftheinvestment is denominated in a currency other than the investor’s currency, the value of the investment can fluctuate strongly
according to changes in exchande 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. Inthe 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 adainst 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, damades due to losses, lost earnings or unrealised savings. The contents of the publication —

including data, news, information, imades, 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

" . .
www.the-investment-institute.unicredit.eu J Unlcredlt



https://www.the-investment-institute.unicredit.eu/
https://www.the-investment-institute.unicredit.eu/en/glossary
https://www.the-investment-institute.unicredit.eu/en/conflictsofinterest-positiondisclosures

	Market Spotlight
	Market Spotlight is our publication  that looks at key market driver
	The Khamenei dynasty: what comes next?
	Legal Notices
	Glossary
	Marketing Communication



