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Recalibrating to Geopolitical and
Geoeconomic Shifts

The rules-based order that emerged in 1945 is shifting. At a moment of heightened uncertainty,
sustainability is a thread that pulls countries together, rather than apart. Many of the renewable and
nature-positive investments made over the past decade have a lock-in effect for the foreseeable
future —-from green supply chains to energy transitions, Al for sustainability, new mobility solutions,
evolving food systems and a new development and climate financing reality.

Countries, firms and households will adapt to the new geopolitical and economic environment.
However, as demonstrated during the pandemic, the capacity to adapt is not equal; richer countries
will aim to future-proof their jobs, livelihood and security; poorer countries will absorb the full costs
of shocks. Multilateralism is needed to address these massive imbalances. This is a time to reimagine

what a win/win relationship looks like.

As the world recalibrates to the new setting and enters the final 5-year stretch for the 2030 Agenda,

sustainability moves front and centre. The Hamburg Sustainability Conference aims to:

- Imagine what sustainable futures can look like, drawing on cutting-edge research and innovation,

from governance to finance to food systems and more.

- Build new partnerships that transcend the old models, moving beyond increasingly outdated

distinctions of public-private, north-south, donor-beneficiary.

- Be a forum for action and platform for dialogue in a world defined by profound geopolitical and
geoeconomic shifts to build alliances for multilateral action to advance the SDGs.

- Show how such partnerships can deliver at scale, delivering transformative change.
- Inspire citizens locally and globally to contribute to the SDGs, through cooperation and activism.

To set the scene for the conference, we review some of the trends and signals of our times. First, a
look at the global economy shocked by a tariff war and the potential shift of trade and financial flows;
second, a fresh look at prosperity under planetary boundaries, and the promise of renewed NDC
commitments as well as baked-in investments in renewable energy and nature; third, breakthroughs
in Al and digital transformations, that have the potential to create new forms of convergence, but
are also threatened by inequality of access; finally, the multilateral impact of shrinking development
space squeezing developing economies on aid, trade and financing; but also set the scene for new

forms of multilateralism, regional development and growth.



The Present Moment: We Have Been Here Before

Memories of the Cold War are, literally, frozen in time. However, for the long thread that connects
the Kyoto Agreement of 1997 to the Paris Climate Agreement of 2015, there is a long backdrop of
geopolitical tension and geoeconomic fragmentation that has not stopped forward motion.

Over the past decade, the existential push for sustainability has benefitted from an extraordinary, yet
relatively quiet “coalition of the willing”, aligning private and public sectors, multilateral and national
policymakers: entrepreneurial innovation and public and private investments in green technologies
have moved sustainable transitions forward, creating jobs, livelihoods and incomes around the
world; and countries are activating industrial policies and subsidies, trade and competitiveness
policies bold enough to sustain the momentum for these grand transitions.

All tailored to country-specific constraints and opportunities. Not everything is perfect. There are

ripples and there are headwinds.

The visible hand has been a multilateral architecture cobbled together for public and private players
to operate-creating markets that never existed before this push, or adapting regulatory, financial
and innovation enablers for sustainable partnerships to thrive. The architecture is not dead, but it
is struggling: from the G20, to the next Conference on Finance for Development (Seville Ffd4) to
the Conference of Parties (Belem COP 30) the writing is on the wall. There is enough money in the
global economy but inequality is on the rise and there is an agglomeration of money in advanced
economies and tech sectors, but not in others.

We have been here before. At the Montreal Protocol of 1987. At the creation of the IPPC in 1988, and
the Kyoto Protocol of 1997. Sustainability does not need a single champion, but it does thrive on a
vibrant multilateral and distributed ecosystem.

We have also been here in 1989—and in 1945. Geopolitical realignments are not the end of purposive
and transformative action. It does, however, require a map, or rather a GPS, to make sense of how the

terrain is moving.

We believe the Hamburg Sustainability Conference can provide such a navigational guide.



Global Economic Shifts: Geography is Back

Before the April tariff announcements, the global economy was settling into a trajectory of moderate
growth. With the tariff announcements, the global economy has moved into a lower growth
trajectory —-with sharp geographic differences. In 2025, average GDP growth is projected at roughly
2.8 percent globally, 0.3 pp slower than expected. The medium-term outlook (average for the 2025-
2030 period) forecasts slightly higher growth at 3.4 percent, yet this remains notably below the 3.7

percent average recorded from 2000 to 2019.

In 2025, fifty-four countries—all developing economies—are expected to experience high growth
averaging 5.7 percent. However, eighty-one countries will see moderate growth of around 3 percent,
and nearly one-third of the world (considering a sample of 189 countries with information on GDP
growth) will be in a low-growth cycle, averaging just 0.8percent (Figure 1). While average growth
among low-income countries is projected at 3.7 percent in 2025, roughly matching middle-income
countries (3.6percent) and exceeding the average for high-income countries (2.1percent), recent
analysis indicates that most low-income economies are unlikely to achieve middle-income status by
mid-century under current trends.

Distribution of countries by categories of economic growth
(189 countries; 35 advanced and 154 developing economies)
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In the midst of all of this, human development progress has slowed for the first time in decades.
Instead of seeing sustained recovery following the period of exceptional crises of 2020-2021, we are
seeing unexpectedly weak progress. The meagre rise in global human development projected this
year is the smallest increase since 1990. For the fourth year in a row, inequality between Low HDI and
Very High HDI countries continues to increase. This reverses a long-term convergence trend that has
seen a reduction in inequalities between wealthy and poor nations.

Under Trade Uncertainty, Economies Are Adapting to a Lower Equilibrium

How will trade uncertainty affect economies in the current environment? In the big picture, everyone
will lose. Global trade is projected to slow from 3 percent to -0.2in 2025 -a 3.2 percentage point drop,
only matched by the Covid-19 crisis. The dominant scenario is prolonged trade tensions between the
United States and China, with ripple effects over supply chains, finance, growth and jobs around the
world. We see three patterns of strategic response that are likely to play out with different intensities

over the next few months.

First, relocation and trade diversion. Despite the uncertainty, a portion of Chinese exports to the United
States have already been diverted to new markets—in April, Chinese exports grew by 8.1 percent,
with most trade growth happening in Asia and Southeast Asian markets; if trade tensions endure,
emerging economies will scramble to fill the Chinese gap in exports to US markets. This effect is likely
to be strongest in countries like Mexico, Vietnam, India or Canada, that already have strong ties in
electronics, apparel and footwear. High tariffs on China could also lead to diversion of Chinese goods
from the US to the EU, a pattern observed during the 2017-2019 US-China trade war. This could put

domestic European industries under high pressure—mostly in Italy, and partially, in Germany.

Second, rattled bond markets will deepen a snowballing debt crisis. In April, 2025, the IMF listed 61
low-income economies at high or moderate risk of debt distress; 35 of these are in the “high risk”
category. While the standard response has been to offer more loans to help countries rollover debt,
many of them require debt restructuring to achieve sustainability.

Third, in the longer run, a trade war may lead to a rebalancing of the use of the dollar. Will a Mar-a-
Lago accord style deal—fashioned off of the Plaza Accords of 1985—successfully lead to a cheaper
dollar? The recent scramble away from the dollar has confounded analysts; investors that would have
typically run to buy US Treasury bills have been reeling since February; is this the beginning of a

currency rebalancing, and an opportunity, even, for the Euro?



Prosperity Within Planetary Boundaries: Building the Future

As we move towards the COP30 in Belem, Brazil, mitigation targets are ratcheting up, and momentum
is building. New Nationally Determined Contributions (NDCs) are about building the economies of
the future. A vast pipeline of past green investments are maturing, despite the current economic
environment. There is a growing recognition that sustainable investments can yield jobs, income and

growth, when committed to the long run.

First, there is a sizeable portfolio of energy and nature-positive investments that is materializing
around the globe. We are witnessing a steepening of S-shaped acceleration curves across vast
portfolios that will take us through 2029/2030. A closer look at renewable energy investments and

biodiversity investments show that sustained and cumulative investments are paying off.

We are witnessing a massive increase in renewable power capacity, reaching 4 448 gigawatts (GW)
at the end of 2024. The 585GW addition last year indicates a 92.5 percent share of the total capacity
expansion, and a record rate of annual growth (15.1 percent). Most of the expansion occurred in Asia,
with the greatest share being contributed by China -almost 64 percent of the global added capacity-
while Central America and the Caribbean contributed the least at only 3.2 percent. The G7 and G20
countries respectively accounted for 14.3 percent and 90.3 percent of new capacity in 2024. The

geographic distribution of energy remains the central challenge for renewables.

Incubents have underestimated the speed of change
Even neutral actors modeled in linear terms. But change has been exponential
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Second, nature positive investments are also building up. The most important shift is moving from
negative to positive impact. Shifting global systems towards nature-positive practices presents
enormous opportunities, benefiting current and future generations through improved health,
livelihoods, and economies: agroforestry restoration can enhance food security for 1.3 billion people;
mangrove restoration increases coastal fish production by 60 trillion annually; healthy ecosystems can
help prevent future pandemics; land restoration could feed 200 million people; coral reef protection
could safeguard 500 million livelihoods, and reforestation and soil regeneration can absorb 30 percent
of CO:2 needed for climate targets; and pollinator recovery could secure 75 percent of global crop
yields.

In the big picture, investing in nature-based solutions can create 395 million jobs by 2030. As part of
immediate actions to deliver the Kunming-Montréal Global Biodiversity Framework (GBF), businesses
have been called on to “progressively reduce negative impacts on biodiversity.” Sector-specific
priority actions are identified to accelerate the transition towards nature positive economy, with the
potential to unlock an economic opportunity of $10.1 trillion annually.

Governments are also redirecting or eliminating incentives and subsidies harmful to biodiversity:
almost 90 percent of the $540 billion in global subsidies given to farmers every year are harmful, and
roughly $20 billion a year of fishing subsidies are provided in forms that contribute to overcapacity
of fishing fleets.

Sustainability Embedded in the Future Economy

The good news extends into the future. A new generation of NDCs (NDC 3.0) are embedding
decarbonization, sustainability incentives and carbon markets into the future economy of 190+
countries. Enhanced NDCs could help prevent gross domestic product (GDP) losses of at least
3 percent by 2050 and 13 percent by 2100. With 87 percent of the global economy covered by
net-zero targets and clean energy attracting twice the investment of fossil fuels, there is progress
towards decoupling emissions from growth.

Complementary goals are also being embedded in National Biodiversity Strategies and Action
plans, updated to align with the Kunming-Montreal Global Biodiversity Framework. Indeed, synergies
between climate mitigation, adaptation and financing plans are vital to move forward.



Three features are critical to anchor sustainability in the next few months:

First,anew set of NDC commitments need a whole-of-economy ambition. In the period from 2015-2022,
global GDP grew 22 percent, while emissions increased only 7 percent, and more than 40 countries
boosted their GDP while reducing emissions. To remain aligned with a 1.5°C pathway, greenhouse gas
emissions must be cut by up to 42 percent by 2030. Much of the responsibility to meet this need falls
on the world's top 20 economies, which together are responsible for 80 percent of global greenhouse
gas emissions. At the same time, developing countries have a critical role to play in demonstrating
how to slash emissions and build resilience while continuing to drive development priorities.

Second, despite the headwinds, sustained financing is needed to drive change at scale. This is
where climate finance becomes critical. Meeting the estimated US$5 trillion defined by developing
countries as the price tag to deliver their NDCs requires a number of different sources, from
international to domestic, and public to private. New research shows that developed countries could
raise this amount by a combination of domestic resource mobilization, multilateral financing, new
taxes on billionaires, and ending harmful subsidies, thus redirecting existing financing in alignment
with the Paris Agreement.

Third, successful NDCs cannot be delivered without the active engagement and leadership of all
stakeholder groups—including the private sector, activists and vulnerable communities. Inclusive
processes when developing national climate pledges and goals leads to more ambitious, and more
feasible, NDCs. For NDC 3.0, a triple emphasis on ambition, implementation, and inclusivity is even
more critical. Commitments reflect the real needs of different groups, from Indigenous Peoples to
women to young people, but ensure these pledges are delivered.

Al for Sustainable Futures:
Choosing Augmentation

While Al is about to change both the content and the form of economic change; the discussion has
evolved beyond augmentation versus automation. Economy-wide adoption of Al is likely to favor
advanced economies in the short run, selective adoption in pockets of Al augmentation moves in
favour of lower-skill and lower-decile adopters. No path forward is about technology in isolation but
rather how it is deployed—by whom, with whom, for whom—and with what kind of accountability.

Policy choices are critical. Education, training and governance of Al are indispensable.

On the macro side, the IMF estimates that Al-induced productivity gains could lift global GDP by up
to 4 percent in a high productivity growth scenario over the next decade. These gains are far from
being evenly distributed, with advanced economies benefiting disproportionately—reflecting their



stronger Al preparedness and exposure, as well as greater access to high-tech infrastructure and
data. The estimated growth impact in high-income economies could be more than double than in

low-income economies.

Recent research suggests that early Al productivity estimates may be exaggerated, as they focus on
easy-to-learn tasks. Future Al applications will involve harder-to-learn tasks with complex, context-
dependent decision-making, reducing expected TFP gains to less than 0.53 percent.

On the micro side, labor market research suggests a more nuanced story. Al may reduce inequality
for well-defined/routine tasks but increase inequality in more open-ended settings. Studies on
fixed tasks suggest that poor performers benefit more from the use of Al than high-performers;
the opposite seems to hold once studies look at more complex tasks; high performers do better at

using Al than others.

Al impact on environmental sustainability is rapidly expanding—positively impacting water
optimization, agricultural productivity, to climate and weather prediction models—in ways that will
allow frog-leaping in developing and developed economies. The environmental footprint of Al itself is

still concerning and runs through direct and indirect impacts.

Data centres consume vast amounts of electricity, creating greenhouse gas emissions. They also
require large amounts of water for construction and to cool the electrical components. The UN
estimates global Al demand is expected to consume 4.2-6.6 billion cubic meters of water by 2027,

surpassing Denmark’s total annual water withdrawal of 4-6 billion cubic meters.

Al for Human Development Depends on Policy Choices

UNDP’s 2025 Human Development Report emphasizes the power of policy choices surrounding Al
augmentation. Al's influence is not predetermined—it depends on how societies choose to use it. Al's
benefits are unevenly distributed. Disparities in Al infrastructure, with only 2 percent of the world'’s
data centers located in Africa, and one-third of humanity lacking internet access.

Interestingly, Al use is already substantial for about 20 percent of respondents at all Human
Development Index (HDI) levels. But even more important, at least two-thirds of respondents in
low, medium and high HDI countries expect to use Al in education, health and work—the three HDI
dimensions—within one year. Al has the potential to accelerate convergence, depending on policy
design. Three areas of action for Al-augmented human development, in particular: building a pro-
worker economy, driving innovation with intent and building capabilities where they count the most.
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As we shape the future of Al, multi-stakeholder collaborations are key. Take for example, the Coalition
for Digital Environmental Sustainability (CODES), a global platform co-championed by UNEP, UNDP,
and Germany and other partners. CODES engaged with stakeholders to inform the Global Digital
Compact. It works to leverage the power of Al and digital public infrastructure to accelerate integrated

nature and climate action, while promoting environmentally and socially sustainable innovation.

At the global level, opportunities for international cooperation on Al exist, not necessarily on
everything but certainly in some specific and important areas. The UN Global Digital Compact, which
encourages cross-jurisdiction and science-informed dialogue can enable countries to learn from
each other and fine-tune regulatory approaches, as well as level the playing field so all countries can
meaningfully participate in and benefit from Al's potential.

Multilateralism at Risk of Distress

This year will be remembered as the year in which development space shrunk in real terms. Foreign
aid declined, trade uncertainty led to the highest levels of tariffs in the US since the 1930s and bond
markets registered interest rates commensurate to the height of the post-pandemic inflationary
period. The uncertainty hit low-income countries the hardest. If they cannot rely on foreign aid nor
trade nor bond markets, where do they turn?

Theanswerisinward -adapting to the new geopolitical environment, going back to basics,and protecting
from protracted, security, economic and political shocks. This will have damaging ripple effects over
development in the next few years. The answer must be to reinvent international cooperation before

the reversals become too entrenched.

How large is the retreat? After five years of consecutive growth in international cooperation, ODA from
DAC members fell to 212.1 billion in 2024, a 7.1 percent drop on 2023. In particular, 22 donor countries
have reduced their financial efforts, despite growing international needs. Ten of the major European
donor countries are planning to reduce their ODA by $18 billion in 2025 compared with 2023.

The economic impact of aid is not just about the fate of developing economies; it is also about
developed economies. EU institutions provided an average of US$27.4 billion (€24.2 billion) of external
aid annually. In return, simulations show that: EU exports are expected to rise by US$27.6 billion (€24.4
billion), surpassing the amount of aid provided. EU GDP is expected to rise by 0.08 percent, equivalent
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to an additional US$12.1 billion (€10.7 billion) in annual economic output—roughly equal to the entire
annual budget of the EU’s main international cooperation instrument. For every dollar spent on aid,
nearly half is expected to flow back into the EU economy in the form of increased income.

The Rules-Based Order: Which Way?

Beyond aid, the rules-based order is being tested at large.

There are various scenarios to how this may play out. The first is a slow and disorganized retreat from
multilateralism, that would reaffirm existing trends and whittle away at various sources of multilateral
and bilateral funding —from cutting funding to the United Nations and civil society organizations to
reducing contributions to World Bank grant-based financing and/or climate financing, and betting on
private sector flows in a volatile and uncertain economic climate. This is probably the default scenario,

with uncertain outcomes.

A second scenario is a functional reassessment of development and climate aims, splitting streams
of resources into “global” and “nationally owned” buckets. This has been an underlying trend in
recent years. The nationally owned pot would emphasize tools for a firmer transition to domestic
resource mobilization, including more proactive work on debt relief to debt vulnerable countries and
multilateral development bank initiatives to mobilize private resources at scale. The “global goods”
pot would aim to firm up climate financing, pandemic response and multilateral funding as a universal
imperative, required to move forward in an interconnected world.

Athird scenariois a gradual realignment along geopolitical blocks or “coalitions of the willing”, perhaps
as a complement to the global/national buckets. This scenario has historical resonance—going back
to the Cold War—but has also been a way of reinventing the G7, the G8 and perhaps, now, the G20, at
a time of political recalibration. While the recent news has emphasized the downside, there may be
pragmatic alliances to be had on digital, energy, nature-positive investments, and critical minerals,
among others, along geopolitical lines.

The cost of muddling through the current withdrawal from multilateralism will be high. Much of the
current sustainability pipeline has developed through a combination of technological investment,
private innovations, public guarantees, industrial policy and at times, trade policy. Beggar-thy-
neighbor policies on trade, tech and climate are likely to prove to be lose-lose for global prosperity.
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While economics thrives on absolute gains, geopolitics tends to thrive on relative gains. If there was
a clear do-no-harm message it is: do not close borders to capital, goods and services, despite the
geopolitical disagreements. Sustainability does not have a geolocation.

A Place for Sustainable Futures

The 2025 Hamburg Sustainability Conference is the premiere forum for North-South and public-
private dialogues on global sustainable futures. At a time of heightened uncertainty and geopolitical
and geoeconomic realignments, it's more important than ever to reassess what is shifting structurally,
and what are temporary shocks, risks and impacts.

Three critical issues will be discussed at the forum: the evolution of the international financial
architecture; unleashing public and private investments for the SDG agenda and leveraging
transformations for sustainable cities, green logistics and mobility, global health, responsible Al and
digitalization, sustainability in fragile and crisis contexts and retaining biodiversity.

As the world tumbles towards FFd4, the 80th Session of the United Nations General Assembly and
COP30, there is an urgency to act. The 2025 Hamburg Sustainability Conference provides a moment
to take stock and reassess -beyond the hustle and bustle of intergovernmental negotiations. A
critical mass of entrepreneurs and activists, doers and thinkers, alongside political leaders can
make all the difference.

As the anthropologist Margaret Mead once quipped: “Never doubt that a small group of thoughtful,
committed, citizens can change the world. Indeed, it is the only thing that ever has.”

If there was a clear do-no-harm message it is: do
not close borders to capital, goods and services,
despite the geopolitical disagreements. Sustainability
does not have a geolocation.

13



HSC 2025 Survey Insight

Participants of the Hamburg Sustainability Conference were surveyed on their expectations on the key
global sustainability risks for 2025 and the decade ahead. Geopolitical tensions, slow decarbonization,
and rising inequalities topped the list. Respondents stressed the need for actionable solutions,
transformative partnerships, and multilateral cooperation, with strong expectations for trust-building,

innovation, and scalable sustainability opportunities.
Survey results: bit.ly/HSC-Live-results

Participating in HSC? Share your thoughts—take the survey here: bit.ly/HSC-Take-survey
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