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DEVELOPMENT: AN EMPIRICAL STUDY

Anomauia. Kpusza 6 Ykpaini nopoouna eymanimapny Kpusy 6eluye3HUx macuimaodis, a maxodxtc
3a60ana ceplio3Ho20 yoapy ceimogii exkonomiyi. OCHOBHUL MA2ap CMPAdNCOans i pyUHY8ansb 8i0uy8ac
Ha cobi cam Hapood Yxpainu, ane yinu 6 yMO8ax CKOpOUeHHs MOp2ieni ma eUpOOHUYMEa, UMOSIpHO,
giduylomv Ha cobi moou 6 ycbomy ceimi uepe3 NIOBUWEHHS YIH HA NPOOYKMU XAPYYBAHHS Md
EHEeP2OHOCTL, A MAKONC 3MEHULeHHs. QOCMYNHOCMI mosapie, saxi excnopmye Pocis. i Ykpaina. biowiwi
Kpainu nio0aiomscs GUCOKOMY PUSUKY GIliHU, OCKINbKU GOHU, AK NPAGUNO, SUMPAYAioms OLNbuLy
yacmuHy c80ix 00X00i8 HA Idcy NOPIGHAHO 3 Oazamuumu KpaiHamu, wo MOdce GNJIUHYMU Ha
BEUHE3HY NOJIMUYHY CIMAOLIbHICIb Y 6CbOMY C8Imi. 3 MAKPOEKOHOMIUHOT MOUKU 30pY, Ui YiHu HA
NPOO0BOILCMBO MA eHEPSOHOCI] NpU38edymb 00 3MEHUEHHS PealbHUX 00X001i8 I 2100AIbHO20 NONUMY
Ha imnopm. Cankyii 3a60a0ymv eKOHOMIUHUX 30umKi6 He nuwe 6esnocepednvo Pocii, a i ii mopeosum
napmuepam. Oxpim Pocii ma Yxpainu, nadinus BBII, timosipno, cnocmepieamumemvcs NepesajicHo 6
€sponi, epaxogyiouu zeocpagiuny OIU3LKICML pe2ioHy Ma 1020 3ANEHCHICMb IO POCIlICLKUX
enepeonociie. Topeosenvni sumpamu 3pocmyms HAUOIUNCYUM YACOM uYepe3 HAO36UHAUHI CaHKyii,
eKCnopmui obMmedicentsl, GUCOKI sumpamu Ha enepeoHOCii ma nepeboi 8 mpancnopmi. Ak HACTIOOK,
enaus Gitinu Ha ceimoguti oomin y 2022 poyi modce dymu Oinvuium, Hixc eniue na ceimosuti BBII.
Xoua wacmxu Pocii ma Yxpainu y ceimogiti mopeieni ma eupooHuymai € 6i0HOCHO He@eNUKUMU, 6OHU €
BAANCTUGUMY NOCMAYATLHUKAMU OCHOGHUX NPOOYKMIE, 30KpemMa npoOyKmie Xapuyeanusa ma emepeii. ¥
2021 poyi na obuosi kpainu npunadano 2,5 giocomka ceimogoi mopeieni mosapamu ma 1,9 éiocomxka
cgimogozo BBII. Ilpome y 2019 poyi 6onu nocmauanu 6ausvko 25 giocomkie nuwenuyi, 15 giocomxis
aumeHio ma 45 eiocomkie excnopmy npooykmig i3 coHawmuxy, 9,4 eidocomxa ceimosoi mopeieni
nanueom, y momy uuciai 20 ¢idcomxie ekcnopmy euxonnoz2o naaued. bazamo xpain dyoice saxonneni
iMnopmom npooykmie xapyyeanns 3 Pocii ma Ykpainu, nanpuxnao, nonad 1/2 imnopmy nuwenuyi 6
€aunem, Jliean i Tynic naoxooumw 3 Pocii ma Yxpainu. Inwi xpainu 6invute 3anedxicui 6io imnopmy
nanuea 3 Pocii, nanpuxnao @innandia (63 siocomxu) i Typeuuuna (35 siocomxis). Pocis ma Ykpaina
MAKodC € KIOYOBUMU NOCMAYATLHUKAMY Pecypcié O0Na NPOMUCTIOGUX IAHYIOJICKIE CMBOPEHHS.
eapmocmi. Pocisi € o0num i3 HaUbIbWUX y c6imi nOCMAYanrbHuKie nanadito ma pooiio, KIo408Ux
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CUPOBUHHUX pecypCi8 ONa SUPOOHUYMEA KAMANIMUYHUX Heumpanizamopie 6 aemomoOiibHOMY
cekmopi, a omice, i 015 BUPOOHUYMBA HANIBNPOGIOHUKIE. BupobHuymeo HanienposioHUuKie maxoic
3HAYHOIO MIPOIO 3ANENHCUMDb IO HEOHY, W0 NOCMAYAEMbCA YKpainoio, AKUll maKodc 3a0e3neyye HU3Ky
HU3bKO MEXHOLO0TUHUX NPOOYKMIE Olisi A8MOMODIIbHO2O IAHYI02A CMBOPEHHs 8APMOCMI, HANPUKILAO
Oorceymu nposodis. Tpusani nepeboi 8 NOCMAYAHHI YUX MOBAPIE MONCYMb 3AUIKOOUMU BIOHOBIEHHIO
aemomobinebyoysanns. Cankyii exce cnpasisiiomy CUTbHUL GNAUE HA eKOHOMIKY Pocii 3 modxciueumu
CepedHbO- Mma 00820CMPOKOSUMU HACTIOKamU. Biokaouenns pocilicbkux OauKie 6I0 po3paxyHKo8oi
cucmemu SWIFT i 6noxyeanus euxopucmanus Pociero oOMIiHHUX pe3epeie Chpo8oKysanu piske
3HeyiHeHHsl pyO/isd, CKOpOMUewU peaivhi 00xo0u 6 Kpaiwni. binvwicmo @eauxux MidcHapoOHux (ipm
Maxooic NOKUOaioms pociicvkuti punox. Excnopm nagpmu ma easy we ne cunvHo nionag nio canxyii,
ane Kpuza mooice NpUCKopumu ce8imosuii nepexio 0o Oinvui exonociunux oxcepen enepeii. Tpusani
E€KOHOMIYHI GIOHOCUHU NOPYUWLYIOMbCA GIUHOK MA CAHKYIAMU, 3anpo8adiceHumu nicis Hei. Buoammi
EKOHOMICIU 3MO0eN08aU PI3HI CYeHAapii, 6KA3A6UWIU 6 OYICKAX KAHAU, Yepe3 SIKi MOpeiis Yiikom
Modice nocmpadicoamu, i 00CAiOUMU MONCIUBL KOPOMKOCMPOKOBI ma 00820CMPOKO8I HACAIOKU.
Ilpocro3zyembcs, wo 3pocmanHs c8imosoi mopeieni cnogiibHUmvcs 00 2,2 8i0COMKOBUX NYHKMIB Y
2022 poyi. [loseocmporosuii 6naue modxce Oymu Hagimov 3SHAYHUM I HENPAMUM, ICHYE PUSUK MO020, WO
mopeiena modice cmamu 6Ll PpacmMeHmos8ano 3 MOUKU 30py 2e0NONIMUKY, WO NIOMPUMYEMbCSL
onokamu. Hezanesxcno 6i0 moeo, uu 3’aenamvcs oQiyiti OI0KU, NpUeamui cyb’€Kmu MO*CYmb
gidoamu nepesazy MiHiMizayii pusuky wisixom nepeopienmayii aawyiocie nocmauants. Lle mooice
ckopomumu ceimosuti BBII y 0oezcocmpokogiti nepcnekmugi npubiu3Ho Ha 5 8i0COMKIS8, 30Kpemda
yepe3 obmediceHHs KOHKYpeHyii ma npudywenus innogayii (COT, 2022). [mobanvua exoHomika
gidiepac sUPIUAIbHY PONb  NOM SIKULEHH] He2cAmUBHUX HACTIOKI8 Kpusu ma y 6i00y008i nicia60€HHOT
2n00anvbHoi  ekoHoMiKY.  30epedceHusi  GIOKpUMUX PUHKIG@ Mac QupiulanvbHe 3HAYeHHs 075
RIOMBEPONCEHHS MO20, U0 eKOHOMIYHI MONCAUBOCTT 3ANUULAIOMBCS CHPULHAMAUGUMY OIS 8CIX KPAIH.
ye mooice bymu Oydce BIpHUM Y NICAAB0EHHUL NEPiod, KOAU NIONPUEMCIEAM I POOUHAM 008e0embCsl
giOHOGII08AmMU 60l banancu ma Oyoyeamu HCUMMs 3aH060. 3a80AKU CE0LU BANCIUBOCHI OIS
MINCHAPOOHOI mopeieni ma ce0im QYHKYIAM MOHIMOPUHZY, CKIuKauus ma inwux @ynxyin COT
gidiepac yenmpaivHy poab )y 3a0e3neyeHHi mo2o, wod MIdDCHAPOOHA MOP2i6Ns NPOO08I’CY8AId
006cny208y8amu MinbApOu a0oel no 6cbomy ceimy. VY yiti cmammi Mu 0aEMO eMnIpuuHUll aHautis
C8IMOB0OT mop2ieni ma po3sUmMKY, HA AKi GHAUHYIA HUHIWHS POCILICOKO-YKPAIHCLKA BIiliHA.

Knrouoei cnosa: misicnapoona mopeiens, ceimosa exonomixa, BBII, kpusa, cankyii

JEL Classification: E60, F14, F42.

Absztrakt. Az ukrajnai valsag oridsi méretii humanitarius valsagot idézett elé és sulyos csapast mért a
vilaggazdasagra is. A szenvedés és pusztitas sulyat Ukrajna lakossdga érzi, de a kereskedelem és a
kibocsatas csokkenése miatti arvéltozasokat valosziniileg az emberek vilagszerte érezni fogjik a
magasabb élelmiszer- és energiadrakban, valamint az Oroszorszag dltal exportalt termékek sziikiilt
elérhetésége miatt. A szegényebb orszdgokat nagyobb veszély fenyegeti a hdboru miatt, mivel
jovedelmiik nagyobb hanyadat kéltik élelmiszerre, mint a gazdagabb orszagok, ami oriasi politikai
véltozast hozhat vilagszerte. Makrogazdasagi szempontbol a magasabb élelmiszer- és energiadarak
csokkentik a redljovedelmeket és visszafogjak a globalis importkeresletet. A szankciok nemcsak
kozvetleniil Oroszorszagot, hanem kereskedelmi partnereit is gazdasagi koltségekkel sujtjak.
Oroszorszag és Ukrajna mellett a brutto hazai termék (GDP) visszaesése valosziniileg leginkdabb
Europaban lesz tapasztalhato, tekintettel a régio foldrajzi kozelségére és az orosz emergiatol valo
fiiggéséere. A kereskedelmi koltségek rovid tavon emelkedni fognak a rendkiviili szankciok, az
exportkorldtozasok, a magasabb energiakoltségek és a szallitasi zavarok miatt. Ennek eredményeként
a haboru hatasa a kereskedelemre 2022-ben nagyobb lesz, mint a globalis GDP-re gyakorolt hatasa.
Mig Oroszorszag és Ukrajna részesedése a vilagkereskedelemben és a kibocsatasban viszonylag kicsi,
attol meg fontos beszdllitoi az alapvetd termékeknek, kiilondsen az élelmiszereknek és az energianak.
Mindkét orszag 2021-ben a vilag darukereskedelmének 2,5 szdzalékat, a vilag GDP-jének 1,9
szazalékat adta. Ennek ellenére 2019-ben a buza, az arpa 15 szazalékat és a napraforgotermékek 45
szdzalékat adtik, a vilagkereskedelmi tizemanyagok 9,4 szdzalékat, ezen beliil a fosszilis
tiizeldanyagok exportianak 20 szdzalékdt. SOK orszdg nagy mérétkben fiigg az Oroszorszaghdl és
Ukrajnabol  szarmazo  élelmiszerimporttol.  Példaul Egyiptomba, Libanonba és Tunézidba a
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buzaimport t6bb mint fele Oroszorszagbol és Ukrajnabol szarmazik. Mdas orszagok jobban fiiggenek az
oroszorszdgi tizemanyagimporttol, példaul Finnorszag (63 szdzalék) és Torokorszag (35 szdzalék).
Oroszorszag és Ukrajna az ipari értéklancok kulcsfontossagu résztvevoi. Oroszorszag vilagszerte az
egyik legnagyobb palladium és rodium beszallitéja, amelyek kulcsfontossagu szerepet toltenek be az
autdipari katalizatorok gyadrtasaban, és igy a félvezetok gyartasaban is. A félvezetd gyartas jelentds
széles skalajat kindlja az autok gyartasi lancanak, mint példaul a kabelkoteg. Az ilyen druk
ellatasanak hosszan tarto fennakaddasa ronthatja az autogyartdas fellendiilését. A szankciok mar most is
erdteljes hatast gyakorolnak Oroszorszag gazdasdagara, aminek kozép- és hosszu tavu kévetkezményei
is lehetnek. Az orosz bankok levailasztasa a SWIFT elszamolasi rendszerrdl és a devizatartalékok orosz
redljovedelmeket. A hatalmas nemzetkozi cégek tobbsége is elhagyja az orosz piacot. Az olaj- és
gazexport meég nem telitett meg a szankciokkal, de a valsag felgyorsithatia a zdldebb
energiaforrasokra valo vilagmeéretii atallast. A régota fennallo gazdasagi kapcsolatokat megzavarta a
haboru és az azt kovetd szankciok kivetése. Nivos kozgazdaszok kiilonbozo forgatokonyveket
szimulaltak, hogy mely csatorndakon keresztiil a kereskedelem befolyasolhato és hogy feltarjik a
lehetseges rovid és hosszu tavu hatasokat. A globdlis kereskedelem néovekedése az eldrejelzések szerint
akar 2,2 szazalékponttal is lassulhat 2022-ben. A hosszu tavu hatasok akadr jelentosek és
kovetkezményesek is lehetnek - fenndll annak a veszélye, hogy a kereskedelem széttagoltabba valhat a
blokkok dltal tamogatott geopolitika szempontjibol. Ha kialakulnak formalis blokkok, ha nem, a
maganszereplok inkabb az ellatasi lancok dtiranyitasaval minimalizaljak a kockazatot. Ez hosszi
tavon mintegy 5 szazalékkal csokkentheti a globadlis GDP-t, nevezetesen a verseny korlatozasaval és az
innovacio elfojtasaval egyiitt (WTO, 2022). A globalis gazdasagnak dontd szerepe van a valsag
negativ hatasainak enyhitésében és a haboru utani vilaggazdasag ujjaépitésében. A piacok nyitva
tartasa kritikus fontossagu annak megerdsitéséhez, hogy a gazdasagi lehetéségek tovabbra is
fogékonyak maradnak minden orszagban. Ez nagyon igaz lehet a haboru utani idészakban, amikor a
vallalkozasoknak és a csaladoknak meg kell javitaniuk helyzetiiket és ujja kell épiteniiik életiiket. A
WTO a nemzetkozi kereskedelemben betoltott fontossaga, valamint nyomon kévetése, osszehivdsa és
egyéb funkcioi révén kozponti szerepet jatszik annak biztositasaban, hogy a nemzetkozi kereskedelem
tovabbra is emberek milliardjait szolgalja szerte a vilagon. Ebben a cikkben empirikus elemzést adunk
a vilagkereskedelemrdl és a jelenlegi orosz-ukran haboru altal érintett fejlodésrol.

Kulcsszavak: nemzetkozi kereskedelem, globdlis gazdasag, GDP, vdlsdg, szankciok.

Abstract. The crisis in Ukraine has created a humanitarian crisis of immense proportions and has also
dealt a severe blow to the globe economy. The brunt of the suffering and destruction are being felt by
the people of Ukraine themselves but the prices in terms of reduced trade and output are likely to be
felt by people round the world through higher food and energy prices and reduced availability of
products exported by Russia and Ukraine. Poorer countries are at high risk from the war, since they
have a tendency to spend a bigger fraction of their incomes on food compared to wealthier countries,
this might impact huge political stability globally. From a macroeconomic perspective, higher prices
for food and energy will reduce real incomes and depress global import demand. Sanctions will
impose economic costs on not only Russia directly but also on its trading partners. Besides Russia and
Ukraine, depressed gross domestic product (GDP) will probably be seen mostly in Europe given the
region’s geographic proximity and its dependence on Russian energy. Trade costs will rise within the
near term because of extraordinary sanctions, export restrictions, higher energy costs and transport
disruptions furthermore. As a result, the impact of the war will wear world interchange 2022 might be
greater than the impact on global GDP. While shares of Russia and Ukraine in world trade and output
are relatively small, they're important suppliers of essential products, notably food and energy. Both
countries accounted for 2.5 percent in world merchandise trade and 1.9 per cent in world GDP in
2021. Yet they supplied around 25 per cent of wheat, 15 per cent of barley and 45 per cent of
sunflower products exports in 2019. Russia alone accounted for 9.4 percent of world trade fuels,
including a 20 per cent share in fossil fuel exports. Many countries are highly obsessed on food
imports from Russia and Ukraine. for instance, over 1/2 wheat imports in Egypt, the Lebanon and
Tunisia come from Russia and Ukraine. Other countries are more addicted to imports of fuels from
Russia, like Finland (63 percent) and Turkey (35 percent). Russia and Ukraine also are key providers
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of inputs into industrial value chains. Russia is one in all the most suppliers globally of palladium and
rhodium, key inputs within the production of catalytic converters within the automotive sector and
therefore the manufacture of semiconductors. Semiconductor production also depends to a
considerable extent on neon supplied by Ukraine, which further provides variety of low-tech products
to the ecu automobile value chain, like wire harnesses. Prolonged disruptions within the supply of
those goods could harm the recovery of automobile manufacturing. Sanctions are already having a
robust impact on Russia’s economy, with possible medium to long-term consequences. Disconnecting
Russian banks from the SWIFT settlement system and blocking Russia’s use of interchange reserves
have triggered a pointy depreciation of the ruble, reducing real incomes within the country. Most of
the massive international firms also are abandoning the Russian market. Oil and gas exports have yet
to be strongly full of the sanctions, but the crisis could accelerate the worldwide transition towards
greener energy sources. Longstanding economic relationships are disrupted by the war and by the
sanctions imposed in its wake. Eminent economists have simulated various scenarios parenthetically
the channels through which trade may well be affected and to explore possible short-run and long-run
effects. Global trade growth is projected to slow by up to 2.2 percentage points in 2022. long term
impacts could even be large and consequential. there's a risk that trade could become more
fragmented in terms of blocs supported geopolitics. whether or not no formal blocs emerge, private
actors might prefer to minimize risk by reorienting supply chains. this might reduce global GDP
within the long term by about 5 percent, notably by restricting competition and stifling innovation
(WTO, 2022). The Global Economy has a crucial role to play in mitigating the negative effects of the
crisis and in rebuilding a post-war global economy. Keeping markets open are critical to confirm that
economic opportunities remain receptive all countries. this can be very true within the post-war
period, when businesses and families will have to repair their balance sheets and rebuild their lives.
Through its importance for international trade and its monitoring, convening and other functions, the
WTO is central to making sure that international trade continues to serve billions of individuals
across the globe. during this paper we are giving an empirical analysis of world trade and
development impacted by the present Russian-Ukraine war.

Keywords: international trade, global economy, GDP, crisis, sanctions.

Introduction. The global economy was already preparing for a new era before the
outbreak of the COVID-19 pandemic in 2020. The ongoing transformation was mainly
driven by the evolution of digital technologies and the emerging imperative of
sustainability. The COVID-19 crisis has accelerated this transformation by increasing
the dependency on ultra mordern IT based solutions in doing business, as well as
reinforcing the need for a more sustainable and crisis-proof energy sector and supply
chains. It has become evident that those economies will emerge stronger from the
current crisis that speed up the adoption of digital technologies and reshape their
operations along sustainability at the same time. In February 2022, Russia’s sudden
and illegal invasion of Ukraine not only started a geopolitical and humanitarian crisis,
it also generated the largest risk to the economic recovery worldwide, particularly so in
Europe. The armed conflict and the Western sanctions against Russia have extended
the supply chain disruptions that had been prevailing since the COVID-19 outbreak
and have put global logistics to the test again. In addition, the war has had some
implications that are in close connection with the ongoing transformation of the global
economy along digitalisation and sustainability.

The effects of the Russian-Ukrainian war worldwide restrain economic growth and
further increase inflationary pressure. In addition, climate change or even positive
changes and processes that seem to be difficult to start in the field of public health are

©M.-K. Singh, H. Sarkazy, S.-K. Singh, Z. Zéman
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pushed into the background, and the most serious consequences can befall the poorest
regions all around the Globe.

This review study draws attention to the fact that although Russia and Ukraine
together represent a relatively small part of the world economy, both countries are
important players in some critical markets. These include hydrocarbons, many metals,
agricultural raw materials and basic foodstuffs. For example, Russia and Ukraine
together account for almost a third of the world's wheat exports. This further increases
the risks of conflict management and has global spillover effects, even in the short
term.

The countries were able to protect themselves against the coronavirus epidemic
and the recession that followed it by increasing their central expenditures. Thus, the
level of public debt increased worldwide. Now that central banks are raising interest
rates again, the cost of managing public debt will also increase, which is particularly
challenging for emerging countries whose debt is denominated in the strengthening US
dollar.

Since political decision-makers and many players in the private sector have barely
recovered from the impact of the epidemic, they are hardly ready to deal with another
major economic shock. The conflict between Russia and Ukraine is fueling inflation.
According to current analysis, global inflation may average between 4.5 and 7.7
percent this year and between 2.9 and 4.3 percent in 2023, depending on how the crisis
develops. On the other hand, a change in the position of central banks, especially the
Fed, regarding the management of rising inflationary pressure may cause volatility in
the financial markets.

This emperical study brief explores how the armed conflict in Ukraine forcefully
imposed by Russia and its consequences will possibly affect complete financial and
Global trade crisis.

Literature review. According to Global Financial Stability Report of IMF [1]
global financial conditions getting worse and downside risks to the economic outlook
have increased as a result of the war in Ukraine. The tightening has been mainly
pronounced in eastern Europe and Middle East countries with close ties to Russia,
reflecting lower equity valuations and higher funding costs (IMF, 2022a [4]). This has
occurred just as most of the world was slowly bringing the pandemic under control and
the global economy was recovering from COVID-19 (Amann and Carey, 2022 [3]).
The financial stability risks have risen on several fronts, although to date, no global
systemic event affecting financial institutions or markets has materialized. A sudden
repricing of risk resulting from an intensification of the war and associated escalation
of sanctions may expose, and interact with, a number of the vulnerabilities built up
during the pandemic, resulting in a pointy decline in asset prices [1,4,5].

With the sharp rise in commodity prices anticipated to feature to pre-existing
inflation pressure, central banks are faced with a challenging trade-off between
fighting record-high inflation and safeguarding the post-pandemic recovery at a time
of heightened uncertainty about prospects for the world economy (Nuttall, 2022 [6]
and IMF, 2022 [4]).

Bringing inflation backtrack to focus on and preventing an unmooring of inflation
expectations require a fragile act in removing accommodation while preventing a
disorderly tightening of monetary conditions that would interact with financial
vulnerabilities and sadden growth. Incoming inflation data suggest that more decisive
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tightening of monetary policy is important in many countries (Bloomberg, IMF, 2022
[1, 4], WFP, 2022 [17]).

After rising early within the year on concerns about the inflation outlook,
advanced economy nominal bond yields have increased further since the invasion,
amid heightened volatility of rates. Inflation break-evens (a market-implied proxy for
future inflation) have risen significantly on the rear of sharply higher commodity
prices (FAO, 2022) [7].

Our literature overview regarding the unconditional invasion by Russian armed
forces to the Republic of Ukraine and its major impact on Global Trade and
Development also based on our current scientific analysis which indicate major global
crisis in every sector and affecting all humankind across the globe. Many countries are
suffering serious economic consequences as a result of the Russian invasion of
Ukraine because Ukraine and Russia are major exporters of agricultural commodities
and fossil fuels, and disruptions to supplies of these commodities and associated price
spikes are already being felt across the globe (Becker et al. 2022) [19]. As the Black
Sea region is a large exporter of fertilizers, the resulting shortages and price increases
could translate into lower crop yields in many regions. This in turn could lead to food
prices reaching new highs (Brenton, 2022 [22] and Winkler et al. 2022). The Russian
invasion has prompted an unprecedented reaction by the United States, the European
Union, and other high-income economies, in the form of sanctions. These range from
sanctions targeting Russian individuals and enterprises, to bans on Russian energy
imports and restrictions on exports of select electronics to Russia, such as
semiconductors. Countries that have a high dependence on tourists from Russia and
Ukraine, such as Georgia, Moldova, Maldives India, China etc., will see significant
declines in exports of tourism and accommodation services (Arvis et al. 2022 [21]).
The negative impact of the conflict will also be visible in other areas of the global
economy through increases in transportation costs, or the loss of remittances in
countries that are heavily dependent on inflows from Russia, such as Tajikistan and the
Kyrgyz Republic. Russia itself has imposed several restrictions, including bans on
exports of wheat and other food products outside of Eurasian Economic Union, and a
ban on exports of electronics, motor vehicle parts and transport equipment (Liu, 2022
[23]). The likely duration of the sanctions is hard to assess. Stylized simulations are
applied to analyze the effects of the war on trade flows of developing countries. The
state-of-the-art economic model is applied to take into account longer-term supply
constraints on agricultural and energy commaodities in the Black Sea region, as well as
rising fertilizer costs and select trade restrictions (IMF, 2022 [4] and World Bank,
2022 [18]).

Several developing countries rely heavily on imports of wheat from Russia and
Ukraine. Such imports constitute a large share of domestic consumption in countries
across all regions. Nicaragua imports 86 percent of the wheat it consumes from the
Black Sea Region, in SubSaharan Africa, the most heavily dependent on imports from
the region are the Republic of Congo (67 percent) and Niger (60 percent), in MENA -
Lebanon (86 percent); and in South Asia - Bangladesh with 41 percent. Dependence
on other cereal grains is also relatively high in many countries, but lower than in the
case of wheat. Libya imports 81 percent of other grains from the region, followed by
Mauritania, (78 percent), Mongolia (74 percent), and several high-income countries.
Among countries from ECA region, the Netherlands imports 30 percent of its
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consumption from the Black Sea region and Portugal 24 percent. The dependence on
imports of oil seeds is much less significant, with the highest share in consumption in
ECA countries such as Georgia (63 percent), Armenia (39 percent), and Mongolia (35
percent). Several countries in the ECA region are highly dependent on energy imports
from Russia as a share of consumption. In terms of coal, the reliance on imports from
Russia is relatively high in Latvia (100 percent) and Moldova (96 percent), as well as
in some developing countries like Belize (99 percent) and Algeria (94 percent). Many
high-income countries in the ECA region are also deeply connected with Russia in
terms of crude oil, namely Slovakia (97 percent), Finland (82 percent), and Poland (71
percent). For natural gas, Kyrgyzstan’s ratio of imports to total domestic consumption
reaches 94 percent; it is followed by Czech Republic and Lithuania (both 90 percent).
Some economies outside the ECA region, such as Taiwan, China (29 percent) and
Togo (24 percent), also show a high dependence on Russia. Several developing
countries in the ECA region rely on Russia for more than 60 percent of their
consumption of petroleum and coal products. These include Uzbekistan (71 percent)
and Tajikistan (62 percent) (FAO, 2022 [7] and Ruta et al. 2022 [24]).

Results and discussion. Repercussions of the Russian invasion of Ukraine and
ensuing sanctions still reverberate globally and can test the resilience of the economic
system through various potential amplification channels, including direct and indirect
exposures of banks and nonbanks; market disruptions in commodity markets and
increased counterparty risk; poor market liquidity and funding strains; acceleration of
cryptoization in emerging markets; and possible cyber-related events (Bloomberg [12],
IMF, 2022 [4]).

The war has already had a sway on financial intermediaries, nonfinancial firms,
and markets directly or indirectly exposed to Russia and Ukraine. Europe bears a
better risk than other regions because of its proximity, reliance on Russia for energy
needs, and therefore the non-negligible exposure of some banks and other financial
institutions to Russian financial assets and markets. Banks’ direct exposures to Russia
are relatively small aside from some non-systemic European banks (Figure 1).

Banks’ indirect exposures are harder to spot and assess because they're less well-
known (especially the extent of interconnectedness) because it is difficult to quantify
them within the absence of detailed and consistent disclosures by country or by
specific activity types. The danger is that indirect exposures might be meaningful and
surprise investors once revealed, resulting in a pointy rise in counterparty risk and risk
premia. Foreign non-bank financial intermediaries (NBFIs) have sizable investments
in Russian assets, with US and European investment accounting for many of the
exposures. As a share of total assets, however, their exposure to Russia is tiny (OECD,
2022 [8] and BIS, 2022 [13]).

Dedicated emerging market funds have maintained a cautious stance on their
exposures to Russian debt since the Crimea occupation in 2014, reducing their share of
Russian debt from quite 10 percent before 2014 to simply over 4 percent in 2022.
Funds benchmarked to global indices have had a far smaller exposure to Russia, with a
mean 0.2 percent of their assets invested in Russian debt in 2022 (BIS, 2022 [13] and
IMF, 2022 [1,4]).
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Figure 1. Foreign Banks’ Gross Claims on Russia and Ukraine
(Billions of US dollars) [1, p. XI]

Sources: Bank for International Settlements Consolidated Banking Statistics; and IMF (2022a).
Note: Data labels use International Organization for Standardization (ISO) country codes.

Severe disruptions in commodity markets and provide chains across the world
have caused extreme volatility in commodity prices, amplified by pressures in
commodity trade finance and derivatives markets. Dealer banks play a vital role and
have significant exposures in these markets, including by providing liquidity and credit
to a tiny low group of huge energy trading firms that operate globally, are largely
unregulated, and are mostly privately owned. Pressures in commodity markets, often
magnified by poor liquidity, have led to lower risk appetite and rising counterparty risk
concerns, with implications for funding conditions (Goes and Bekkers, 2022 [9]).

Emerging and frontier markets face tighter financial conditions and better risks of
capital outflows. Since the war in Ukraine began, emerging market (EM) cash yields
have increased at a rapid pace, adore earlier episodes of emerging market stress, before
retracing some in mid-March (Figure 2) (Bloomberg, IMF, 2022 [1, 4, 12]).

The number of issuers trading at distressed levels has surged to nearly 25 percent
of issuers (Figure 3), surpassing pandemic-peak levels (JP Morgan Chase, 2022 [15],
IMF, 2022 [1,4]).

The deterioration in spreads, combined with the rise in US Yyields, has pushed
financing costs well above their pre-pandemic levels for several borrowers. Markets
remain open for issuance at those higher levels of funding costs. Flows in local
currency bonds and equities have come struggling, experiencing the biggest weekly
redemptions since March 2020. Tighter external financial conditions on the back of
US monetary policy normalization and heightened geopolitical uncertainty are likely
to increase the downside risks for portfolio flows (Figure 4) [1].
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Figure 2. Emerging Market Hard Currency Yields (Percent) [1, p. XII]

Sources: Bloomberg Finance L.P.; and IMF (2022a).

Note: EM = emerging market; HY = high-yield. Yields based on JPMorgan Emerging Market
Bond Index.
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Figure 3. Distressed Sovereign Hard Currency Issuers

(Number of sovereigns with spreads above 1,000 basis points; share of total)
Sources: JPMorgan Chase & Co.; and IMF (2022).

Note: bps = basis points; EMs = emerging markets.

Retrieved from: [1, p. X11]

As a result of the war in Ukraine, there will be supply and commodity price
shocks with wide-ranging long-term consequences. Production, consumption, and
trade in commodities will change as countries move towards greater self-sufficiency,
creating opportunities for new suppliers. The war is leading to costlier trading patterns
and a major diversion in energy trade, and the outlook for commodity markets is
highly dependent on the length of the war and the disruption it causes in supply chains.
A war in Ukraine will trigger a massive negative supply shock in the global economy.
The price shocks will have global consequences. In addition, the war in Ukraine will
exacerbate the structural problems of post-pandemic Europe. According to IMF
experts notes that the sanctions on Russia will have dramatic long-term effects on
prices, starting with energy but then spreading to the entire economy. In there opinion,
Lithuania, Latvia, and Estonia remain more vulnerable than many other European
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countries and may be among the first whose economies will feel the blow.
Vulnerability can be explained by the share in and structure of EU countries’
international trade with Russia. For example, in 2021, Latvian exports to Russia
accounted for 7.3% of total exports, while imports accounted for 9.1%. This is
significantly higher than the EU average of 4.1% and 7.5%, respectively (IMF, 2022b
[26]).
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Figure 4. Fund Flows to Emerging Markets [1, p. XIII]

(Billions of US dollars, two-week moving sum)
Sources: EPFR; and IMF (2022).
Note: EMs = emerging markets.

As a result of the war in Ukraine, there will be supply and commodity price shocks
with wide-ranging long-term consequences. Production, consumption, and trade in
commodities will change as countries move towards greater self-sufficiency, creating
opportunities for new suppliers. The war is leading to costlier trading patterns and a
major diversion in energy trade, and the outlook for commodity markets is highly
dependent on the length of the war and the disruption it causes in supply chains. A war
in Ukraine will trigger a massive negative supply shock in the global economy. The
price shocks will have global consequences. In addition, the war in Ukraine will
exacerbate the structural problems of post-pandemic Europe. According to IMF
experts notes that the sanctions on Russia will have dramatic long-term effects on
prices, starting with energy but then spreading to the entire economy. In there opinion,
Lithuania, Latvia, and Estonia remain more vulnerable than many other European
countries and may be among the first whose economies will feel the blow.
Vulnerability can be explained by the share in and structure of EU countries’
international trade with Russia. For example, in 2021, Latvian exports to Russia
accounted for 7.3% of total exports, while imports accounted for 9.1%. This is
significantly higher than the EU average of 4.1% and 7.5%, respectively (IMF, 2022b
[26]).

A war between Russia and Ukraine will exacerbate the supply chain problems and
drive up commodity prices further. The sectors with long global production—supply
chains and high reliance on energy and metal supplies will face the strongest hurdles.
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The energy-dependent sectors, especially oil refining and power generation,
transportation services, metallurgy, and chemicals, will be the first to suffer, as Europe
uses Russia as a resource supplier. An embargo on Russian energy resources could
lead not only to higher prices, but also to the rationing of energy consumption.

According to the world’s leading oil and gas analytics agency, Rystad Energy,
global LNG demand in 2022 is expected to be 436 million tons and supply is expected
to be 410 million tons. This means that the demand will exceed supply by 6.3%,
meaning there is not enough LNG to meet demand. For a specific example, consider
how supply shocks can affect prices (Caldara and Lacoviello, 2022 [20]).

Austria receives about 80% of its gas supplies from Russia and has warned that a
shutdown from its largest supplier will lead to a recession in the country; it has begun
holding tenders to replenish its storage facilities. In the first tender, Austria paid a 45%
premium on European base prices to create a strategic gas reserve before the start of
the heating season. Due to the heavy dependence on raw material imports from Russia
and Ukraine, Europe is more vulnerable than the other major economies in the world.

The war is already severely disrupting the narrow food, energy, and financial
markets. Persistent disruptions and elongations in the global supply chains and
burgeoning transport costs further complicate the situation.

To summarize fund flows to the emerging market (Figure 4), economies and
companies will experience price shocks and supply constraints on key commaodities,
with wide-ranging long-term effects. There will be an increase in the cost of supply
chains, and it will also be necessary to reconfigure supply chains to be shorter and
more reliable.

Conclusions and recommendations. In current war situation, all Central banks
should act decisively to stop inflation pressure from becoming entrenched and avoid
an unmooring of inflation expectations. To neglect unnecessary volatility in financial
markets, it's crucial that central banks, in developed economies provide clear guidance
about the normalization process while remaining data dependent (UNHCR data Portal,
2022 [16]).

Emerging markets remain liable to a disorderly tightening of worldwide financial
conditions. Many central banks have already significantly tightened their policy.
Further rate increases, or policy normalization with reference to other measures taken
during the pandemic (such as asset purchases), should continue as warranted in line
with the country-specific inflation and economic outlook to anchor inflation
expectations and preserve policy credibility (Saul, 2022 [10]).

Policymakers should tighten selected macroprudential tools to tackle pockets of
elevated vulnerabilities while avoiding a disorderly tightening of economic conditions.
Striking a balance between containing the buildup of vulnerabilities and avoiding
procyclicality appears important given uncertainties about the economic outlook, the
continued monetary policy normalization process, and limits on fiscal space within the
aftermath of the pandemic.

While taking steps to handle energy security concerns, policymakers should
intensify their efforts to implement the 2021 international organization temperature
change Conference (COP26) road map to realize net-zero targets. they must take
measures to extend the provision and lower the value of fuel alternatives and
renewables while improving energy efficiency; proportion private finance within the
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transition to a greener economy; and continue to strengthen the climate finance
information architecture.

Policymakers should also develop comprehensive global standards for crypto
assets along the activity and risk spectrum. A more robust oversight of fintech firms
and decentralized finance (DeFi) platforms is required to require advantage of their
benefits while mitigating their risks (Gronholt-Pedersen and Shabong, 2022 [11]). To
preserve the effectiveness of capital flow management measures in an environment of
growing usage of crypto assets, policymakers must pursue a multifaceted policy
strategy. Recent measures taken in markets and exchanges in response to elevated
volatility in commaodity prices highlight the requirement for regulators to look at the
broader implications, including exchange governance mechanisms, resiliency of
trading systems, concentration of risk, margin setting, and trading transparency in
exchange and over the-counter markets.

The long term impact of war in Ukraine on globalization will depend on how
government policies and firms’ trade and investment decisions adjust in a world of
higher geopolitical risks. As discussed above analysis, the war has direct effects on the
firms operating in Russia and Ukraine and on firms relying on suppliers from those
markets. But the shock caused by the war goes well beyond these two countries, as
geopolitical risks have increased globally. The global Geopolitical Risk Index more
than doubled since the beginning of the year, reaching levels not seen since the outset
of the war in Iraq in March 2003. The past experience shows substantial changes in
geopolitical risks in several economies that are more integrated than Russia and
Ukraine in world trade and global value chains including China, Finland, Sweden,
Taiwan China, among others, pointing to changing perceptions on the risks of future
conflicts and sanctions. How governments’ policies and firms’ trade and investment
decisions will adjust to these broader geopolitical risks will ultimately determine the
longer-term impact of the war on globalization. Future work should aim to expand the
analysis to cover other channels through which the war is affecting other countries,
such as financial sanctions, changes in tourism, remittances, and inflows of refugees.
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