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

The Trump administration keeps expanding its equity
portfolio, taking direct ownership stakes in private companies.
This is pushing industrial policies in the US in directions never
seen before, posing enormous challenges for investors and
creating risks typically associated with authoritarian emerging
markets. Going forward, corporate fundamentals will not
cease to matter. But in strategically important sectors, access
to government capital, procurement, regulation and political
sponsorship will become a key part of those fundamentals.
For Europe, the paradigm shift is even more challenging. The
old continent is simply not ready for this new form of state
capitalism.

Hello from the Investment Institute

In July, the Trump administration quietly expanded its growing equity portfolio, announcing that the Department
of Commerce would take minaority stakes in seven semiconductor and Al-related companies in exchande for USD
874mn of CHIPS and Science Act funding. Since January 2025, the Trump administration has announced 32
deals involving direct equity ownership, with the most prominent ones involving a 10% equity stake in Intel and
a golden share in U.S. Steel, a subsidiary of Nippon Steel.

Last week, this trend gained traction. Alongside the announcement of what President Donald Trump described
as “the biggest oil deal in world history”, linked to the acquisition of rights redarding 64 billion barrels of
Venezuelan oil reserves, the White House revealed that the Pentagon's Office of Stratedic Capital would take a
35% stake in North American Blue Energy Partners. Yet the push towards greater public ownership is not coming
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solely from Washington. Increasingly, corporate leaders appear willing to accommodate a larder state presence
in strategically important industries. OpenAl CEO Sam Altman, for example, has suggested that the federal
government take a 5% stake in the company.

Since the pandemic, the crisis of the neoliberal era has paved the way for the state's return to the economy.
Industrial policy, once anathema in Western policy circles, has been rehabilitated across much of the developed
world. Yet the activism emerging in the US goes well beyond subsidies, tax credits or strategic procurement. The
state is increasingly acting as a shareholder rather than a requlator or policymaker.

So the question for today’s Letter is: What are the implications of a rising shareholder state?

This is more than the emerdence of a radical form of industrial policy. It suggests that we are entering a neo-
mercantilist age in which state and corporate power are merging in unprecedented ways. In such a world,
corporate fortunes may be shaped as much by political alignment as by market forces, creating headaches for
investors. Europe, meanwhile, risks finding itself at a disadvantade as rivals embrace forms of state capitalism
that sit uneasily with its traditional competition model and constraints on state intervention.

From venture capitalist...

The US federal government has always played a far mare active role in the economy than America's free-market
rhetoric would suggest. During the Cold War, Washington sought to differentiate itself from Soviet central planning
and, later, from China's state capitalism by portraying prosperity as the product of private enterprise and market
forces. The state's role was often relegated to the background.

Consider Silicon Valley, commonly presented as the ultimate triumph
of entrepreneurial genius, venture capital and risk-taking innovators.

In reality, Silicon Valley emerded from a unique partnership between HF
private innovation and state power. In many respects, the federal SI[ICOﬂ Valle\/ WOUld
government was its first, and perhaps most important, venture not exist without

capitalist, often acting as its investor of first resort. Entrepreneurs
enjoyed wide freedom to experiment and innovate but they operated
within an ecosystem built on public funding, federal procurement and
strategic state support. GPS or the internet were the result of this type
of synergies.

state support.

Under the Biden administration, the state remained a sponsor, but a far more visible one. The CHIPS and Science Act
and the Inflation Reduction Act marked the most significant return of industrial policy in decades. A bipartisan
consensus emerded that economic interdependence had created stratedic vulnerabilities, particularly vis-a-vis China.
Rebuilding domestic capacity in critical sectors became a national priority, both to secure technological leadership
and to reconnect with communities left behind by globalisation and technological change.

...to shareholder

Trump has been particularly critical of the CHIPS and Science Act's grant-based model, arquing that Washington was
simply transferring taxpayer money to lardge corporations. In March 2025, he described the legislation as a "harrible,
horrible thing" and argued that the US should not have to "give them money" to persuade semiconductor companies
to invest domestically. Instead, officials in his administration began exploring a different approach: taking equity
stakes in companies receiving federal support.

This shift is significant. Historically, the US government (like Western governments in deneral) acquired stakes in
private firms only during periods of crisis. During the global financial crisis, the Troubled Asset Relief Program (TARP)
made Washington a major shareholder in institutions such as AIG, Citigroup and General Motors, but those
interventions were explicitly temporary and designed for an eventual exit.

The new approach is different. Equity ownership is being presented not as an emerdency measure but as a stratedic
tool to secure supply chains and strengthen industries considered vital to national security. Through a series of
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bespoke transactions, Washington has acquired stakes in companies such as Intel, Lithium Americas and Trilogy
Metals, obtained a perpetual golden share in U.S. Steel, has become the largest shareholder in MP Materials, and
nedotiated profit-sharing arrangements with Nvidia and AMD.

Across semiconductors, critical minerals and quantum technologies, where most equity deals are concentrated (see
chart), the logic is straightforward: securing domestic production in critical industries, while gaining access to key
resources across the world through a semicolonial approach, if needed (i.e. oil reserves in Venezuela). On paper, the
economic rationale is as solid as the geopolitical one. Many strategdically important firms possess valuable assets or
technologies but lack the capital required to reach commercial scale. Loans can overburden balance sheets, while
grants risk transferring windfall gains to existing shareholders. Equity offers a middle path: patient capital for
companies and potential upside for taxpayers. And this can send a strong messade to the market by crowding in
private capital.

However, even though these equity agreements usually do not give voting rights to the federal government, political
pressure in the form of moral suasion is inevitable. This means that once a company becomes part of Washington’s
corporate portfolio, its independence is done. By picking winners, Washington distorts competition and creates
implicit guarantees for taxpayers that can induce the (partly) controlled company to undertake excessive risk.

WASHINGTON’S RISING BUT CONCENTRATED EQUITY PORTFOLIO

1> Number of equity deals by sector
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Investment implications

So far, markets have generally welcomed the government's new role as a shareholder. Intel stocks have surded since
Washington became a shareholder, while MP Materials and Trilogy Metals rallied following federal investments and
strategic support. Yet the enthusiasm has been selective and often short-lived. Much of the initial gains in MP
Materials and Trilogy later faded, suggesting that investors reward government involvement when it genuinely de-
risks a business through financing, procurement, infrastructure support or regulatory certainty, but are more sceptical
when it primarily dilutes existing shareholders.

For investors, the challende is thus one of predictability and durability. There is no clear framework for anticipating
which company, technology or sector will become the next beneficiary of government backing. Investments are
acquired through multiple agencies, under different authorities and in different legal forms. Returns therefore depend
not only on identifying economic winners but increasingly on identifying political winners. This is a type of risk one
would not expect in a free-market economy but rather in authoritarian emerging markets. One thing investors
probably do not realise is that, in the most extreme scenario, we are going to see the sudden and full nationalisation
of American companies that are critical for the White House.

In addition, today's strategic champions could become tomorrow's political target. The 2026 midterm elections may
be an early test. A change in congressional control could lead to investigations into existing transactions, tighter
oversight or attempts to limit future government equity investments. Democrats could hold hearings and subpoena
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witnesses, trying to undermine one of Trump’s signature policy actions. The litigation surrounding the federal stake
in Intel already offers a glimpse of such risks. Those who filed the lawsuit argue that the government does not have
the authority to demand an equity position as a condition of receiving a grant.

Looking ahead, future administrations may have different industrial priorities, geopolitical objectives or views on the
appropriate role of the state in the economy. A major concern is the future of Al. Senator Bernie Sanders, for instance,
has argued that the public should have a far larger claim on the value created by Al companies, possibly with a 50%
state stake. Yet greater state ownership could further fragment the global innovation landscape, as governments
push firms to serve national objectives. The risk is that Al becomes driven less by commercial opportunities and more
by deopolitical and national-security imperatives. Investors therefore face an unfamiliar question: is a company's
value rooted in competitive advantages that can survive political change or in policy preferences that may disappear
with the next election cycle?

The challenge for Europe

For Europe, the challende is profound. Brussels already struggled to respond to the Biden administration's industrial
policies. From a European perspective, the Inflation Reduction Act and the CHIPS and Science Act were protectionist
and discriminatory, but they relied on a familiar toolkit of grants, tax credits and subsidised loans. European
governments could, at least in principle, replicate such measures, albeit with far more limited fiscal resources.

The emerging American model is different. Direct state ownership is not merely another industrial policy instrument;
it is a mechanism for creating and nurturing strategic champions. This is where Europe faces its greatest vulnerability.
While national governments can support domestic champions, albeit within the constraints of state-aid rules, the
industries that will define the future — from Al and semiconductors to quantum computing and critical minerals —
increasingly require companies with continental, if not global, scale. No European country possesses the financial
firepower to build such champions on their own.

This leaves Europe trapped between two imperfect options. National solutions are too small, while European
solutions remain politically difficult. Common procurement in sectors such as enerdy and defence may help
aggregate demand, but purchasing together is not the same as building together. Unsurprisingly, politics is the main
problem. For example, Europe's biggest joint defence project, Future Combat Air System (FCAS), was abandoned due
to infighting between Paris and Berlin. Germany envisioned a fighter designed to command accompanying drones,
whereas France prioritised a traditional combat aircraft capable of carrying nuclear weapons. These stratedic
differences, due to France's status of nuclear power, were compounded by disagreements between Dassault and
Airbus over their respective roles and contributions to the program. Therefore, even more ambitious projects such as
creating a European Sovereignty Fund that is empowered to take equity stakes in strategic companies look politically
unrealistic.

None of this implies that state ownership is economically optimal. It can create inefficiencies, distort competition
and weaken market discipline. Yet if major powers increasingly use public balance sheets to build national champions
and secure privileged access to technologies, resources and markets, those distortions will inevitably spill across
borders. In such a world, Europe’s inability to mobilise capital at the scale required will become all the more evident.

Enjoy your weekend!

Edo

Please note: Letter from the Editor will continue to be published on Saturday but on a flexible schedule.
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Legal 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 deneral 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: 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 chande at any time after publication, on the completeness, corre ctness 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. 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 underdo 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 damades 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 there fore 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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