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GEOPOLITICAL RISK, DIGITAL TRADE, AND
THE FUTURE OF GLOBAL COMMERCE

The forces reshaping international trade and finance — US-China decoupling, friend-shoring, CIPS
versus SWIFT, the EU Carbon Border Adjustment, blockchain in trade finance, central bank digital
currencies, and the Al revolution in compliance.

IN THIS PART CASE STUDIES
e US-China decoupling — the financial implications and Each part includes fully worked case studies with detailed
timeline calculations, real-world context, and practical lessons for

CFOs and finance leaders.
e Friend-shoring and near-shoring — the cost-benefit analysis

e CIPS versus SWIFT — payment infrastructure
fragmentation

e The EU Carbon Border Adjustment Mechanism explained
e Blockchain in trade finance — promise versus reality

e CBDCs and the future of cross-border payments

mm THE FORCES RESHAPING GLOBAL TRADE

Why the Global Trading System Is Being Restructured

For three decades after the end of the Cold War, international trade operated on an essentially optimistic assumption:
economic interdependence between nations would create shared interests that reduce geopolitical tension. The more
China exported to the United States, the more both countries had to lose from conflict. The more European
companies invested in Russia, the greater the restraint on Russian military adventurism. This assumption turned out
to be wrong — or at least insufficient — and the consequences for global supply chains, capital flows, and

international finance are now playing out in real time.

For a CFO, the geopolitical restructuring of global trade is not an abstract political story. It is a financial story about
which supply chains are becoming more expensive or less reliable, which financial infrastructure is being fragmented,

which export markets are becoming harder to access, and which compliance obligations are multiplying.
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Understanding these forces — and their financial implications — is increasingly a core competency for any CFO with

international exposure.

The US-China Decoupling: Financial Implications

The US-China economic relationship — the largest bilateral trade relationship in human history at over six hundred
billion dollars annually — is being deliberately restructured by policy actions on both sides. Section 301 tariffs,
technology export controls targeting semiconductors and Al infrastructure, investment restrictions, entity list
designations, and increasingly assertive Chinese industrial policy are collectively creating incentives for companies to
reduce their China exposure. The question for every CFO is not whether to respond to these pressures, but how to do

S0 in a way that minimizes cost and maximizes competitive position.
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0 SUPPLY CHAI N DI VERSI FI CATI ON — ECONOM CS

US- CHI NA DECOUPLI NG — SUPPLY CHAI N TRANSI TI ON ECONOM CS

COVPANY PRCFI LE: US consuner el ectronics inporter
Annual Chi na-sourced inports: $120, 000, 000
Section 301 tariff rate: 25%

Annual Section 301 tariff cost: $30, 000, 000

DI VERSI FI CATI ON OPTI ONS:

OPTION A: Vietnam (partial shift —40% of vol une)

Vi et nam manuf acturi ng prem umvs. China: +8%

Vol une shifted: $48, 000, 000

Addi ti onal manufacturing cost: $48M x 8% = $3, 840, 000

Tariff saving (25%to 0-3.5% GSP): $48M x 21.5% = $10, 320, 000
NET ANNUAL BENEFI T: $10, 320, 000 - $3, 840, 000 = $6, 480, 000
Transition cost (tooling, qual, 18 nonths): $8, 200, 000
Payback: 15 nont hs

OPTI ON B: Mexi co near-shoring (20% of vol une)

Mexi co manufacturing prem umvs. China: +22%

Vol une shifted: $24, 000, 000

Addi tional manufacturing cost: $24M x 22% = $5, 280, 000
Tariff saving (25%to 0% USMCA): $24M x 25% = $6, 000, 000
NET ANNUAL BENEFI T: $6, 000, 000 - $5, 280, 000 = $720, 000

Pl us: supply chain resilience, faster transit

COMBI NED STRATEGY (Vi et nam 40% + Mexico 209 :

Annual net benefit: $6,480,000 + $720,000 = $7, 200, 000

Total transition cost: $8,200,000 + $3, 600,000 = $11, 800, 000
Conbi ned payback: $11, 800,000 / $7,200,000 = 19.7 nonths

CIPS Versus SWIFT: The Fragmentation of Payment Infrastructure

When Russia was excluded from the SWIFT messaging network in March 2022 following its invasion of Ukraine, it
demonstrated — for the first time in the modern era — that financial infrastructure could be weaponized as a
geopolitical tool. The immediate consequence was that dollar and euro transactions to and from Russian banks
became impossible through normal channels. But the longer-term consequence may be more significant: it
accelerated the development and adoption of alternative payment infrastructure designed to reduce dependence on

Western-controlled financial systems.
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China's Cross-Border Interbank Payment System — CIPS — was established in 2015 and processes
renminbi-denominated cross-border transactions. Unlike SWIFT, which is a messaging network, CIPS handles both
messaging and settlement. As of 2024, CIPS has over thirteen hundred participating financial institutions across one
hundred and ten countries. While CIPS currently handles a fraction of SWIFT's volume, its growth trajectory is
significant for CFOs doing business in renminbi or with Chinese counterparties.

The EU Carbon Border Adjustment Mechanism

The European Union's Carbon Border Adjustment Mechanism — CBAM — is the world's first carbon tariff on imports.
It requires companies importing certain goods into the EU to purchase CBAM certificates corresponding to the carbon
price that would have been paid had the goods been produced under EU carbon pricing rules. CBAM entered its
transitional phase in October 2023 and becomes fully operational in January 2026. For exporters to Europe in the

covered sectors, it represents a material new cost that must be modeled and managed.

[0 CBAM FI NANCI AL | MPACT CALCULATI ON

CBAM —FI NANCI AL | MPACT ON STEEL EXPORTER

COVERED SECTORS (from 2026): Steel, alum num cenent,

fertilizers, hydrogen, electricity

EXAMPLE: US steel manufacturer exporting to Germany
Annual EU steel exports: 50,000 tonnes
Export price: $850/tonne | Total value: $42,500, 000

CBAM CALCULATI ON:

Enbedded carbon in US steel: 1.8 tonnes CO2e per tonne steel
Total enbedded carbon: 50,000 x 1.8 = 90, 000 tonnes CQ2e

EU carbon price (EU ETS): approxi mately EUR 65/tonne CQ2e
Less: carbon price paid in US: approxi mately EUR 0/t onne
CBAM cost: 90,000 x (EUR 65 - EUR 0) = EUR 5, 850, 000

At EUR/ USD 1.09: approxi mately $6, 376, 500

CBAM as % of export revenue: 15.0%

COVPARI SON:  EU donestic steel producer
Al ready pays EU ETS price within the EU system

No CBAM applies —Ilevel playing field created

M TI GATI ON OPTI ONS:
Reduce enbedded carbon (switch to electric arc furnace)
Docunent and certify actual enbedded carbon (nmay be | ower)
Price CBAM cost into EU quotes

Eval uate EU production vs. export econom cs
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Apple's Supply Chain Diversification

From China to India and Vietnam — The Financial Reality

Background

Apple's effort to diversify its iPhone manufacturing beyond China — toward India and Vietham — represents the largest and
most closely watched supply chain restructuring in the history of consumer electronics. The financial, operational, and
geopolitical dimensions of this transition illustrate the true cost and complexity of decoupling from a deeply integrated
manufacturing ecosystem.

O APPLE DI VERSI FI CATI ON — FI NANCI AL PARAMETERS

APPLE DI VERSI FI CATI ON —ESTI MATED FI NANCI AL PARAVETERS

i Phone production (estimted annual): 220,000,000 units
Chi na share (2023): approxi mtely 90% = 198, 000, 000 units
Target: Reduce China to 50% within 5 years

Units to shift: 88,000,000 units per year

| NDI A MANUFACTURI NG RAMP (Foxconn + Tata):

Current India capacity (2024): approx 15,000,000 units
Target capacity (2026): approx 50,000,000 units

I ndi a manufacturing prem umvs. China: estimted +3-5%
On $200 bill of materials: additional $6-10 per unit
Annual cost on 50M India units: $300M - $500M

| NFRASTRUCTURE | NVESTMENT REQUI RED:

Factory construction in India (5 years): ~$4, 000, 000, 000
Suppl i er ecosystem devel opnent: ~$2, 000, 000, 000

Wor kf orce trai ning and devel opnent: ~$500, 000, 000

Total 5-year investnent: ~$6,500, 000, 000

BENEFI TS:

Ceopolitical risk reduction (Taiwan Strait / China risk)
India trade agreenment benefits (RCEP adj acency)

US-India trade rel ati onshi p strengtheni ng

Potential Section 301 tariff avoi dance on India-nade units
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European Steel Co.
CBAM Compliance Program — Quantifying and Reducing Embedded Carbon

Background

A US steel producer with thirty million dollars of annual exports to the EU faced a CBAM liability of approximately four and a
half million euros when the mechanism became fully operational. The CFO commissioned a carbon accounting study to
precisely measure the embedded carbon in its products — potentially enabling a lower CBAM calculation than the default
values assigned by the EU when actual measurement data is not available.

0 CBAM MEASUREMENT SAVI NG

CBAM — MEASUREMENT vs. DEFAULT VALUE COVPARI SON

EU default enbedded carbon for basic iron and steel:

2.2 tonnes CQ2e per tonne of steel

ACTUAL MEASUREMENT (i ndependent certified audit):
Process: Electric arc furnace + renewabl e energy

Act ual enbedded carbon: 0.9 tonnes CQ2e per tonne

CBAM AT DEFAULT VALUE (2.2 tonnes):
40, 000 tonnes export x 2.2 = 88,000 tonnes CQ2e
x EUR 65/tonne = EUR 5, 720, 000

CBAM AT ACTUAL MEASURED VALUE (0.9 tonnes):

40, 000 tonnes export x 0.9 = 36,000 tonnes CQ2e
X EUR 65/tonne = EUR 2, 340, 000

SAVI NG FROM MEASUREMENT: EUR 3, 380, 000/ year

COST OF CARBON AUDI T PROGRAM
Initial audit and certification: EUR 180, 000
Annual nonitoring and re-certification: EUR 60, 000

PAYBACK: EUR 180, 000 / EUR 3,380,000 = 19 days

ContainerChain Ltd.

Blockchain in Trade Finance — From 7 Days to 4 Hours

Background

Part 18 of 25 - International Trade and Finance Masterclass -




INTERNATIONAL TRADE AND FINANCE MASTERCLASS - PART 18: GEOPOLITICAL RISK, DIGITAL TRADE, AND THE FUTURE

ContainerChain Ltd. is a commodity trader that processes approximately four hundred trade finance transactions per month
using Letters of Credit. The company piloted a blockchain-based LC platform through the Contour network — connecting
the applicant, beneficiary, issuing bank, and advising bank on a single distributed ledger. The pilot measured the impact on
document processing time, error rates, and financing cost.

0 BLOCKCHAIN LC PI LOT —FI NANCI AL RESULTS

BLOCKCHAI N LC PI LOT —RESULTS

Tradi tional LC docunent processing (paper):
Average cycle tinme: 7.2 days

Docunent error (discrepancy) rate: 68%
Average tine to resol ve di screpancy: 4.3 days

Total average tinme to paynent: 11.5 days

BLOCKCHAI N LC PROCESSI NG ( Cont our platform:
Average cycle tine: 4 hours

Docunent error rate: 14% (real-tinme validation)
Average tine to resolve renmining issues: 6 hours
Total average tinme to paynent: 6.5 hours

| nprovenment: from 11.5 days to 6.5 hours = 97%reduction

FI NANCI AL BENEFI T (400 transacti ons/ month):
Aver age transacti on val ue: $850, 000

Fi nanci ng cost of 11 days earlier paynent:
$850K x 6.5% x 11/ 365 = $1, 663 per transaction
Mont hly: $1, 663 x 400 = $665, 200

Annual : $7, 982, 400

Less platformcost: approximately $600, 000/ year

NET ANNUAL BENEFI T: $7, 382, 400
ADCPTI ON BARRI ER: al | parties nust be on the platform

Buyer, seller, and both banks —coordination is the chall enge
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