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Klaas Knot (Former Governor De Nederlandsche Bank) and  
Massimiliano Castelli (Head of Strategy & Advice, Global  
Sovereign Markets, UBS Asset Management) 

Klaas Knot served as President of De Nederlandsche Bank for fourteen years and, 
simultaneously, as Chair of the Financial Stability Board. This makes him one of the most 
consequential figures in global financial governance, with a tenure that included the 
aftermath of the global financial crisis, the euro area’s existential stress tests, a pandemic, 
an inflation surge and the accelerating fragmentation of the geopolitical order. 

As a long-serving member of the ECB Governing Council, he was among the most 
persistent advocates for early monetary tightening when the consensus still favored 
patience, and one of the clearer voices on the risks accumulating at the edges of the 
regulated financial system.

In an exclusive interview, he had a wide-ranging conversation with Max Castelli, that is 
directly relevant for all types of investors. Topics covered include: the structural gap 
between geopolitical disorder and financial market calm; the durability of US growth 
driven more by AI-linked capital spending and asset-price wealth effects than by broad 
productivity; Europe’s surface stability against its deeper structural stagnation;  
the conditions under which dollar reserve dominance could credibly erode; and the 
migration of systemic risk into private credit markets and retail-packaged products that 
have yet to be tested across a full credit cycle.

Klass Knot
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Tuning out risk and narrative- 
driven markets
Knot noted that investors have adapted to instability, so 
much so that they may no longer distinguish disruption that 
can be absorbed from that which cannot. This leaves 
markets in what Castelli describes as a “fragile but 
persistent” equilibrium: geopolitical uncertainty remains 
high, and while markets stay resilient, sensitivity to truly 
systemic shocks is rising. The point is not that the system 
has become stable, but that it can appear durable right up 
until an extreme event forces a repricing.

Political pressure that might once have rattled currencies or 
pushed long term yields higher now often passes with little 
effect. Investors appear to have raised the threshold for 
what qualifies as meaningful risk. 

The danger, however, lies in the accumulation of risks.  
The nature of risk is that it can compound over time and, 
just because risks are ignored or discounted, that doesn’t 
mean they disappear. Put another way, a system trained to 
respond only to extremes may appear calm precisely when 
underlying fragilities are growing. 

Nowhere is this tension more visible than in the United 
States. On paper, several forces should be weighing on 
growth. Higher tariffs, increasingly restrictive migration 
policies, and unresolved questions about fiscal sustainability 
would ordinarily dampen economic momentum.  
Yet growth – and the equity market – remains resilient.

The underlying market logic is clear. Investment driven by 
artificial intelligence has taken on an outsized role in the 
economy, large enough to dominate many traditional 
headwinds. Capital spending linked to data centers, chips, 
energy infrastructure and automation is reshaping the 
outlook, at least in the near term.

What makes this phase unusual is that employment growth 
has slowed, yet consumption continues to expand. The link 
between work and spending has weakened, replaced 
instead by rising asset prices and the wealth effects they 
generate. And consumption is increasingly concentrated 
among the most affluent households.

This economic reality creates a self reinforcing loop in 
which markets validate expectations of future productivity 
and households respond by spending based on paper 
gains. As long as those expectations hold, the system 
remains stable. If they falter, adjustment may be abrupt. 
The issue is about the timing of productivity gains. 
Transformational technologies can be both real and over 
capitalized. The internet itself followed that path; 
productivity arrived, but not on the schedule markets first 
assumed.
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Europe’s structural challenges and  
de-dollarization?
By contrast, Europe’s resilience looks like a consumer story. 
Households remain relatively well capitalized, debt burdens 
are manageable and unemployment across much of the 
euro area is at historic lows. And, after the shocks of recent 
years, inflation has settled close to target.

In the short term then, Europe appears quite balanced. 
Over the longer term, the picture looks less healthy. Deep-
rooted structural impediments constrain Europe’s capacity 
to adapt and compete, leading to chronically low potential 
growth. Europe’s internal fragmentation is the most 
obvious roadblock. Despite decades of integration, 
restrictions on services, cross border labor mobility, 
procurement and financial flows act as hidden tariffs 
imposed by Europe on itself. Efforts to deepen banking and 
capital markets integration have advanced formally, but 
retreated in practice.

The consequences extend beyond growth rates. External 
influence depends on internal coherence and a currency,  
a financial system or a regulatory framework cannot project 
power internationally if it remains fragmented at home.

Periods of dollar volatility repeatedly trigger speculation 
about alternatives. Yet reserve status is sustained by depth, 
liquidity and scale. Investors seeking safety require 
instruments that can absorb vast volumes without friction. 

The contrast between markets remains stark. US Treasuries 
trade in volumes that dwarf those of any single European 
sovereign bond. And fragmentation means that even 
collectively large markets struggle to function as 
substitutes. As a result, interest in diversification away from 
the dollar tends to be incremental. Capital shifts at the 
margins and, without common safe assets and fully 
integrated capital markets, Europe’s financial system cannot 
offer a credible alternative, regardless of political intent.
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Money, sovereignty and apparent calm
Uncertainty about political power inevitably reshapes 
attitudes toward money. Gold’s renewed prominence reflects 
this search for assets unencumbered by institutional 
affiliation. Its appeal reflects a perceived protection against 
scenarios in which correlations collapse and conventional 
hedges fail.

Parallel debates are playing out in the digital sphere. As cash 
recedes and private payment systems expand, questions of 
monetary sovereignty become unavoidable. Public money 
serves as a settlement anchor precisely because it carries no 
counterparty risk. In moments of stress, this matters. Efforts 
to modernize payments are therefore an institutional 
response to a world in which trust in intermediaries cannot 
be taken for granted indefinitely.

Strip away the policy detail and market commentary,  
and a single insight from Knot stands out. Markets have 
become highly adaptive. In learning to live with geopolitical 
tension by discounting it unless it reaches extremes, 
investors have normalized structural fragmentation by 
treating it as slow moving and therefore irrelevant. They 
have embraced artificial intelligence as a growth engine 
while postponing hard questions about valuation and 
distribution. And they have assumed that systemic risk has 
been tamed, even as it shifts into less visible domains.

The calm is real. The danger lies in trusting it too much.
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For professional / qualified / institutional clients and  
accredited investors.

Americas
The views expressed are a general guide to the views of UBS Asset 
Management as of March 2026. The information contained herein 
should not be considered a recommendation to purchase or sell 
securities or any particular strategy or fund. Commentary is at a macro 
level and is not with reference to any investment strategy, product or 
fund offered by UBS Asset Management. The information contained 
herein does not constitute investment research, has not been prepared 
in line with the requirements of any jurisdiction designed to promote 
the independence of investment research and is not subject to any 
prohibition on dealing ahead of the dissemination of investment 
research. The information and opinions contained in this document 
have been compiled or arrived at based upon information obtained 
from sources believed to be reliable and in good faith. All such 
information and opinions are subject to change without notice. Care 
has been taken to ensure its accuracy but no responsibility is accepted 
for any errors or omissions herein. A number of the comments in this 
document are based on current expectations and are considered 
“forward-looking statements.” Actual future results, however, may 
prove to be different from expectations. The opinions expressed are a 
reflection of UBS Asset Management’s best judgment at the time this 
document was compiled, and any obligation to update or alter for-
ward-looking statements as a result of new information, future events 
or otherwise is disclaimed. Furthermore, these views are not intended 
to predict or guarantee the future performance of any individual 
security, asset class or market generally, nor are they intended to 
predict the future performance of any UBS Asset Management 
account, portfolio or fund. This material is provided for informational 
purposes only and does not constitute investment advice, a 
recommendation, or an offer to buy or sell any financial instrument. All 
investments involve risk, including the possible loss of capital. 
Alternative investments involve a high degree of risk and are intended 
for sophisticated investors only. These investments may be speculative, 
illiquid, and involve the risk of loss of principal. 

Canada 
Services to Canadian persons for any strategy herein are provided by 
UBS Asset Management (Canada) Inc., a Nova Scotia corporation and a 
member of the UBS Asset Management business division of UBS AG, a 
publicly traded Swiss bank (NYSE: UBS). UBS Asset Management 
(Canada) Inc. is an indirect wholly-owned subsidiary of UBS AG and is 
registered as a portfolio manager and exempt market dealer (in all 
provinces of Canada), commodity trading manager (Ontario), adviser – 
commodity futures (Manitoba) and investment fund manager (Ontario, 
Quebec and Newfoundland), all pursuant to Canadian securities law. 
This document can be distributed in Canada to Accredited Investors 
who qualify as Permitted Clients only. The investment or fund referred 
to in this presentation may be a connected or related issuer of UBS 
Asset Management (Canada) Inc. in connection with a distribution of 
the investment or fund to investors in Canada.

EMEA
For marketing and information purposes by UBS.
Before investing in a product please read the latest prospectus and key 
information document carefully and thoroughly. Any decision to invest 
should take into account all the characteristics or objectives of the fund 
as described in its prospectus, or similar legal documentation. Investors 
are acquiring units or shares in a fund, and not in a given underlying 
asset such as building or shares of a company. The information and 
opinions contained in this document have been compiled or arrived at 

based upon information obtained from sources believed to be reliable 
and in good faith, but is not guaranteed as being accurate, nor is it a 
complete statement or summary of the securities, markets or 
developments referred to in the document. Members of the UBS Group 
may have a position in and may make a purchase and / or sale of any of 
the securities or other financial instruments mentioned in this 
document. Units of UBS funds mentioned herein may not be eligible for 
sale in all jurisdictions or to certain categories of investors and may not 
be offered, sold or delivered in the United States. The information 
mentioned herein is not intended to be construed as a solicitation or an 
offer to buy or sell any securities or related financial instruments. Past 
performance is not a reliable indicator of future results. The calculated 
performance takes all costs on the fund level into consideration 
(ongoing costs). The entry and exit costs, which would have a negative 
impact on the performance, are not taken into consideration. If whole 
or part of the total costs to be paid is different from your reference 
currency, the costs may increase or decrease as a result of currency and 
exchange rate fluctuations. Commissions and costs have a negative 
impact on the investment and on the expected returns. If the currency 
of a financial product or financial service is different from your 
reference currency, the return can increase or decrease as a result of 
currency and exchange rate fluctuations. This information pays no 
regard to the specific or future investment objectives, financial or tax 
situation or particular needs of any specific recipient. Future 
performance is subject to taxation which depends on the personal 
situation of each investor and which may change in the future. The 
details and opinions contained in this document are provided by UBS 
without any guarantee or warranty and are for the recipient's personal 
use and information purposes only. This document may not be 
reproduced, redistributed or republished for any purpose without the 
written permission of UBS Asset Management Switzerland AG or a 
local affiliated company. Source for all data and charts (if not indicated 
otherwise): UBS Asset Management. This document contains 
statements that constitute “forward-looking statements”, including, 
but not limited to, statements relating to our future business 
development. While these forward-looking statements represent our 
judgments and future expectations concerning the development of our 
business, a number of risks, uncertainties and other important factors 
could cause actual developments and results to differ materially from 
our expectations. A summary of investor rights in English can be found 
online at: ubs.com/funds-regulatoryinformation. More explanations of 
financial terms can be found at ubs.com/am-glossary

Australia
Confidential. For Professional/Institutional Investors only. Not for Retail 
distribution. This document is intended to provide general information 
only and has been provided by UBS Asset Management (Australia) Ltd 
(ABN 31 003 146 290) (AFS Licence No. 222605). For professional/
institutional investors only. This document and its contents have not 
been reviewed by, delivered to or registered with any regulatory or 
other relevant authority in any jurisdiction. This document is for 
informational purposes and should not be construed as an offer or 
invitation to the public, direct or indirect, to buy or sell securities. This 
document is intended for limited distribution and only to the extent 
permitted under applicable laws in any jurisdiction. No repre-sentations 
are made with respect to the eligibility of any recipients of this 
document to acquire interests in securities under the laws of any 
jurisdiction. Using, copying, redistributing or republishing any part of 
this document without prior written permission from UBS Asset Man-
agement is prohibited. Any statements made regarding investment 
performance objectives, risk and/or return targets shall not constitute a 
representation or warranty that such objectives or expectations will be 
achieved or risks are fully disclosed. The information and opinions 
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contained in this document is based upon information obtained from 
sources believed to be reliable and in good faith but no responsibility is 
accepted for any misrepresentation, errors or omissions. All such 
information and opinions are subject to change without notice. A 
number of comments in this document are based on current 
expectations and are considered “forward-looking statements”. Actual 
future results may prove to be different from expectations and any 
unforeseen risk or event may arise in the future. The opinions expressed 
are a reflection of UBS Asset Management’s judgment at the time this 
document is compiled and any obligation to update or alter forward-
looking statements as a result of new information, future events, or 
otherwise is disclaimed. You are advised to exercise caution in relation 
to this document. The information in this document does not constitute 
advice and does not take into consideration your investment objectives, 
legal, financial or tax situation or particular needs in any other respect. 
Investors should be aware that past performance of investment is not 
necessarily indicative of future performance. Potential for profit is 
accompanied by possibility of loss. If you are in any doubt about any of 
the contents of this document, you should obtain independent 
professional advice. 
Source for all data and charts (if not indicated otherwise): UBS Asset 
Management. 

Singapore
This document and its contents have not been reviewed by, delivered 
to or registered with any regulatory or other relevant authority in any 
jurisdiction. This document is for informational purposes and should 
not be construed as an offer or invitation to the public, direct or 
indirect, to buy or sell securities. This document is intended for limited 
distribution and only to the extent permitted under applicable laws in 
any jurisdiction. No representations are made with respect to the 
eligibility of any recipients of this document to acquire interests in 
securities under the laws of any jurisdiction. Using, copying, 
redistributing or republishing any part of this document without prior 
written permission from UBS Asset Management (Singapore) Ltd. is 
prohibited. Any statements made regarding investment performance 
objectives, risk and/or return targets shall not constitute a 
representation or warranty that such objectives or expectations will be 
achieved or risks are fully disclosed. The information and opinions 
contained in this document is based upon information obtained from 
sources believed to be reliable and in good faith but no responsibility is 
accepted for any misrepresentation, errors or omissions. All such 
information and opinions are subject to change without notice. A 
number of comments in this document are based on current 
expectations and are considered “forward-looking statements”. Actual 
future results may prove to be different from expectations and any 
unforeseen risk or event may arise in the future. The opinions expressed 
are a reflection of UBS Asset Management (Singapore) Ltd's judgment 
at the time this document is compiled and any obligation to update or 
alter forward-looking statements as a result of new information, future 
events, or otherwise is disclaimed. You are advised to exercise caution 
in relation to this document. The information in this document does 
not constitute advice and does not take into consideration your 
investment objectives, le-gal, financial or tax situation or particular 
needs in any other respect. Investors should be aware that past 
performance of investment is not necessarily indicative of future 
performance. Potential for profit is accompanied by possibility of loss. If 
you are in any doubt about any of the contents of this document, you 
should obtain independent professional advice. 
Source for all data and charts (if not indicated otherwise): UBS Asset 
Management (Singapore) Ltd. (UEN 199308367C )

China
For eligible investors under the relevant laws and regulations of the 
People's Republic of China ("PRC") only. This document and its 
contents have not been reviewed by, delivered to or registered with any 
regulatory or other relevant authority in the PRC. This document is for 
informational purposes and should not be construed as an offer or 
invitation to the public, direct or indirect, to buy or sell securities. This 
document is intended for limited distribution and only to the extent 
permitted under applicable laws in the PRC. No representations are 
made with respect to the eligibility of any recipients of this document 
to acquire interests in securities under the laws of the PRC. Using, 
copying, redistributing or republishing any part of this document 
without prior written permission from UBS Asset Management is 
prohibited. Any statements made regarding investment performance 
objectives, risk and/or return targets shall not constitute a 
representation or warranty that such objectives or expectations will be 
achieved or risks are fully disclosed. The information and opinions 
contained in this document is based upon information obtained from 
sources believed to be reliable and in good faith but no responsibility is 
accepted for any misrepresentation, errors or omissions. All such 
information and opinions are subject to change without notice. A 
number of comments in this document are based on current 
expectations and are considered “forward-looking statements”. Actual 
future results may prove to be different from expectations and any 
unforeseen risk or event may arise in the future. The opinions expressed 
are a reflection of UBS Asset Management’s judgment at the time this 
document is compiled and any obligation to update or alter forward-
looking statements as a result of new information, future events, or 
otherwise is disclaimed. You are advised to exercise caution in relation 
to this document. The information in this document does not constitute 
advice and does not take into consideration your investment objectives, 
legal, financial or tax situation or particular needs in any other respect. 
Investors should be aware that past performance of investment is not 
necessarily indicative of future performance. Potential for profit is ac-
companied by possibility of loss. If you are in any doubt about any of 
the contents of this document, you should obtain independent 
professional advice. Source for all data and charts (if not indicated 
otherwise): UBS Asset Management. The securities or products 
mentioned herein may only be permitted to be offered to approved 
PRC investors and/or eligible investors under the relevant PRC laws and 
regulations. The relevant PRC investors shall obtain applicable 
approvals/licenses/registrations from the relevant authorities (if 
applicable), and comply with the relevant laws and regulations.

Hong Kong
This document and its contents have not been reviewed by, delivered 
to or registered with any regulatory or other relevant authority in any 
jurisdiction. This document is for informational purposes and should 
not be construed as an offer or invitation to the public, direct or 
indirect, to buy or sell securities. This document is intended for limited 
distribution and only to the extent permitted under applicable laws in 
any jurisdiction. No representations are made with respect to the 
eligibility of any recipients of this document to acquire interests in 
securities under the laws of any jurisdiction. Using, copying, 
redistributing or republishing any part of this document without prior 
written permission from UBS Asset Management is prohibited. Any 
statements made regarding investment performance objectives, risk 
and/or return targets shall not constitute a representation or warranty 
that such objectives or expectations will be achieved or risks are fully 
disclosed. The information and opinions contained in this document is 
based upon information obtained from sources believed to be reliable 
and in good faith but no responsibility is accepted for any 
misrepresentation, errors or omissions. All such information and 
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in the future. The opinions expressed are a reflection of UBS Asset 
Management’s judgment at the time this document is compiled and 
any obligation to update or alter forward-looking statements as a result 
of new information, future events, or otherwise is disclaimed. You are 
advised to exercise caution in relation to this document. The 
information in this document does not constitute advice and does not 
take into consideration your investment objectives, legal, financial or 
tax situation or particular needs in any other respect. Investors should 
be aware that past performance of investment is not necessarily 
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UBS Asset Management is a large-scale asset manager, with a presence 
in more than 20 countries worldwide. We take a globally connected 
approach to find the answers to our clients' investment challenges and 
draw on the best ideas and capabilities of our global set-up. To provide 
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AG, affiliated companies of UBS Group AG and carefully selected third 
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