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The Trump-Ximeeting: Opportunities
amid the new normal

he recent meeting between US Pres-

ident Donald Trump and China®s Xi

Jinping was less a diplomatic reset

than a carefully staged exercize in

maintaining a strategic balance of
power. There was little negotiation s expect
ed of a relationship structurally conditioned
by economic nationalism and state-direct-
ed industrial policy, within the backd rop of
systemic competition, The core Issue is no
longer whether the two powets can restore
the cooperative equilibrium that charae-
terised earlier decades, but whether they
caun consrruct a sufficlently stable adver-
sartal equilibrium in which technological
dominance, supply-chain security, indus-
trial policy and financial leverage become
enduring instruments of statecraft rather
than tempomry bargaining tools.

The present backdrop of the Intermational
Fystem provides oppormunities for relative po-
sidoning within Asean, where supply chain
diversification is supported by atraregic in-

dustrial policy and the nesd for geopalitical
hedging. The situation at the Strait of Hormmaz

supports Malaywia's case for expanding its
role as an energy exporter during the global
green trmnsition. Greewth oppeortunitses in the
enetgy sectorare heing optimised as Malknyvia
{rmvissts i the Pengemng Integrated Petnoleum
Complex (PIPC) to rakse s petroleum refin-
i capacity while it talors steghs to diversily

into biorefining. From i strategic perspec-
tive, biorefining changes Malaysia's position
from a traditiomal fossil- fuel exporter intoa
diversified manager of renewable hydrocar-
bons, helping the country establish an early,
dominant position in the reglonal low-carbon
econemy. By adopring global £56 standards
developed by the Global North while active-
Iy pursuing development opportunities and
exports 1o high-growth emerging economies,
Malaysia actively pursues diversified options
necessary for geopolitical hedging.
Malaysia's government recently estab

lished the MyorUS Agency and Eaued its firse
offshore assessment carbon storage perrmit
for the Duyong beld By repurposing deplet-
od offshare gas helds into large-scale carbon
repositores, Malaysia s creatizg o new busi-
ness model. The country atms to capture and
pﬂrmnuﬂlfmmﬁ.lﬂ:u] emissions from
regional economic hubs that lnck theirown
storage options, such as Singapore, Japan
and South Kered. Additionally, the durability
of Malaysia's green economy is supported by
rhe redatively swift enactment of the Carbon
Captire, Utilization and Stofage (COUS) Act

in Ocrober 2025, signalling efficient instiru-
tienal coordination across the state spparstus,
This demonstrates that industrial policy in
Maloaysis goes beyond administrative plan.
ning, to an intersection between geopalitical
positioning and economic strutegy.

Given the importance of ener
gy eecuritywithinthe heightened awarenss
of eopolitical and maritime risks, another
growth thrust s related to the continued de-
veloprnent of relabed production and tanspore
Infrastructure The Strait of Malsoen has long
been ecognised as a geopolirical chokepoint,
with the response being the development of
Mallaysia's sk Fast Coast Rail Link (BCRL),
which connects Port Klang on the Strait of
Malacea {West Coast of Peninsular Malaysia)
directly to Kuantan Port on the Seuth China
Sea (East Coast). The ECHL, targeted for oper
ations by January 2027, transforms Malaysia
from a simple maritime transit point intoa
Tyheid maritise-land logistics hub that can
partially bypass the vulnerabilities of the
serait. Additionally, Malsysia’s government
{s:also sdvocating to extend the ECRL nornth-
ward, which would connect the country’s
logistics network to the broader Pan Asian
Railwmy Mervwork, through Thailand, Laos and
China While the ECRL provides a land based
alernarive, Malsysia further mitigstes supply
chain risk within the Srait itsetf through the
planned Maharani Enengy Gateway in Johor,
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The theme of oppartunity through divensi-
fication i not ]ﬁmluimthpuuﬂrnm =
lbent iszue of physical geopolitical chokepoins
ar maritime stroits, bat also the necessity of
reducing dependencies on the US dollar and
system of payments, The US maintatna its
sbility to weaponise international payment
systems {for example, sanctions on Russia
through SWIFT), amid debatable geopoliti-
cal legidmacies At present, there remains no
genuinely viable substitute for the US dollar,
given unparlieled liquidity of the currency
supported by legal infretracture and the coun-
try’s geopolitical power. However, Incressing
peo-politicisation of US fmancial infrastrse-
ture also senves (o rabe mbstrest towards the
curtency and scoelerate aversion by seeercign
coumtries ghobally,while mising interest inal-
rernatives such as gold cryplocurmencies and
Jecal curveny bilateral tade The rising trend
of central bank purchases of gold, renminbd
settleinent expansion and BRICS local cur-
rency trade settement initistives are aloeady
oooTing.As fintech with con-
vertihility and daily scoessibility will cease o
be barriers vo altermative currency
prost-doflar system will see monetary anchitec
fures Increasingly al 1o currenches that
provide geopalitical trust and, in its absence,
the preference amad development of 3 neutral
common denominator of exchange.

While that future may remain distant,
the present phase of reconfiguration, be it
tangible supply chains in commodities ar
intangible supply chains in monetary sys-
tems, all present themselves gs costs of geo-
political insecurivies. Taking a shorter-term
vaew, the imumedaite impact of present global
risles will continoe to emanate in the conven-
tiomial tail risks of commodities markets and
related logistics costs, translating to higher
producer prices. No country can escape from
these costs, ulthowgh Malaysla iswell ranked
compared to other Asian countrics, such
a8 energy importers or those with a higher
marnafacturing exposure, with Taiwan, Chins
and South Konea being particularhy exposed
and being highly energy- dependent. Mean-
whiile, as import costs rise, coonomdes with
rwin deficits on both the current and fscal
balances remaln more volnerable to balance
of paymienies and exchange mte risks, namely
the Phillppines, Indonesia, India and other
South Asian economies,

For niow, the translation of the US-Tsra-
el-fran ¢ondlict into economic and market
risks has bevn guite mild, partly onthe ex-
pectation that oil prices will sventually mad-
erate after Middle East tensions subside, due
toexpectationsof a broader structural supply
surplus. However, this assumption may un-
derestimate the persistence of geopolitical
risk premia embedded within energy mar-
kets. The full impact of the war will be more
clearty distinguished as it cascades through
to second-quarter data this year where fis
full impact will be felt; hence, financial
markets ase, for now, enjoying a cemain
degree of blissful ignomnce, characterived
by the oft-mentioned disconnect between
tech valuations and the rest of the market.

while US administrations rypically de
mand quick results to achieve annual gnih
siable bureaucracies in Asia with cohesive
and centralised governments can operate on
a multi-decade tmeline. By avolding direct
confrontation and building parallel economic
networks, developing economies can prac-
tise strategic patience. This approach allows
therm to build their own structural sdvantag-
eswhile the US deals with internal divisions
and costly foreign commitments. a
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