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Introduction

SINCE the end of the Cold War,
the biggest danger to security

and stability in Europe has come
from Russia’s invasion of Ukraine.
Vladimir Putin, the president of
Russia, delivered an odd and
occasionally frantic speech on 21
February 2022, outlining a long
number of complaints as grounds for
the “special military operation” that
was declared the following day.

The structure of Europe’s post-
Cold War network security and the
lengthy controversy over NATO
enlargement were two issues that
were of importance, Political viability
of Ukrainian nationality and
statehood as a whole was the

debate’s main topic. The impor-tance
Putin and other Russian elites have
on the origins of the current crisis are
best understood in light of the
cooperation of Russia, Ukraine, and
Belarus; in particular, because
Moscow was willing to take the
chance of a major conflict on its
borders when neither Ukraine nor
NATO posed a military threat and
implies that Moscow’s aims go
infinity blocking Ukraine from
joining NATO and include a broader
desire to rule Ukraine politically,
militarily, and economically.

Geo-Political Issues
between Ukraine and
Russia

Geopolitics is the study of how
the physical features of the planet
affect both national and global
politics. While the term “geopolitics”

is typically used to refer to nations
and their interactions, it can also be
used to describe two other kinds of
states: independent states with scant
international recognition and
interactions within sub-national
geopolitical entities, including the
federated states that comprise a
federation, confederation, or quasi-
federal system, which are always
examined from an international and
global perspective. As a result,
geopolitics can be described as the
struggle for control of geographical
entities having an international and
global dimension, as well as the
political exploitation of such
geographical entities.

The term geopolitics refers to
the study of geographical variables
in world politics and inter-state
interactions, as in ‘the geopolitics
of the South China Sea.’ It now

CASE STUDY

Adversity or Opportunity? Heterogeneous Impact of
Russia-Ukraine War-Evidences from India

Princi Gupta*

Russia’s invasion of Ukraine constitutes the biggest threat to peace and security in Europe
since the end of the Cold War. On 21 February 2022, Russian President Vladimir Putin gave
a bizarre and at times unhinged speech laying out a long list of grievances as justification for
the “special military operation” announced the following day. The case highlights the
background on the possible impact of this war on Indian Economy as well as political issues
between Ukraine and Russia. The case focuses on relations between India and Russia, as
well as on relations between India and Ukraine, that include Trade in Goods and Services
between the two Nations. The war has presented both possibilities and difficulties to the
Indian economy and the world at large, according to data analysis. Fuel-importing countries,
for example, are dealing with a rapid increase in fuel prices and are doing their best to
minimize their import bills. In addition, the instance highlights the impact of war on India’s
and the world’s monetary policies as well as on Emerging Markets. Tightening monetary
policy remains a key risk for markets as central banks grapple with inflation expectations.
Policy-makers may explore more fiscal stimulus, such as lowering the US gas tax. Finally,
this case discusses the war’s long-term impacts and the challenge India faces in dealing with
a man-made calamity.



24 FOCUS WTO •  July-September 2022 (Vol. 24 No. 3)

ARTICLES

covers much of the same content as
International Relations, but with a
stronger focus on geographical
variables including location,
resources, and accessibility.

Background of Russia and
Ukraine Relationship

The last three decades have
seen a considerable consolidation
of Ukrainian civic identity,
particularly in the years since the
2014 “Revolution of Dignity” & the
ensuing Crimea’s acquisition by
Russia and its involvement in
Donbas. This civic nation of
Ukraine covers not only Ukrainian
speakers in the west, but also a
large portion of the predominantly
bilingual but Russian-speaking
east. “Ukraine is not even a
country,” Putin reportedly said at
a meeting with former US
President George W. Bush in 2008.
He also referred to Russians and
Ukrainians as “one people” in his
March 2014 speech to the Russian
parliament (Duma) announcing the
Crimea annexation. In subsequent
years, he has brought up the subject
again, the more particularly in a
5,900-word article titled “On the
Historical Unity of Russians and
Ukrainians” published in July 2021.

Since when the many East Slavic
nations and peoples started to come
under the Grand Princedom of
Moscow (Muscovycontrol)’s in the
early 20th century, what scholar
Zenon Kohut refers to the “unity
paradigm” has become the standard
position of Russian policy-makers &
thinkers. Russian for instance, the
clergyman InnokentyGizel reinter-
prets the Ukrainian regions and
people as being a part of Russia’s
own history during this period of
imperial conquest.

They highlighted the presence
of a three-part “all-Russian”
population consisting of White
(Belarusian) and Great (Russian)
and Little (Ukrainian) people, as
fostered by the Russian Empire’s
the 19 th century’s system of
education. Imperial elites, concepts
of all peoples of Russia who has
long focused on this issue, believes
that adversary countries were
using Ukrainian and Belarusian
nationalism as a geopolitical
weapon to undermine Russia.
Although the contemporary
Ukrainian population has long
maintained distinct political and
linguistic identities from Russians,
Ukrainian nationalism — During
the 19th century, when what is now
Ukraine was split between Russia
and Austria-Hungary, the idea that
Ukrainians are a separate people
who deserve their own state first
emerged, that was in charge of
Galicia, Bukovina, and
Transcarpathia in western Ukraine.
The more liberal Empire supported
Ukrainian forces fighting against
Russia during World War-I and
helped Ukraine obtain a brief
independence when the Russian
Empire crumbled, allowing the
Ukrainian national cause to flourish.

At the commencement of
World War-II, Stalin seized control
of the western regions that had
previously been controlled over
Austria-Hungary by Poland or
Romania, or both. Western Ukraine
continued to be a hotbed of
nationalism throughout a severe
communization drive. During
World War-II, Organization of
Ukrainian Nationalists (OUN) led
by Stepan Bandera used western
Ukraine as a base of operations to
try to establish a puppet state

under German protection. Though
politics, society & education 
underwent a phase of
“indigenization (korenizatsiya)” in
the 1920s. In the end, as a result of
Stalin’s persecution of nationalist
academics, Ukraine was
significantly Russianized, the
language and racial boundaries
between Russians and Ukrainians
becoming more and more blurred,
as well as the prospects for
progress open to Ukrainians who
claimed a Russian identity. When
it came to Ukraine, former Russian
President Boris Yeltsin supported
independence as a part of his plan
to topple Mikhail Gorbachev and
weaken the Soviet Union, all
advisers remained convinced that
an independent Ukraine would
stay inextricably linked to Russia
Solzhenitsyn proposed the
construction of a “Russian Union”
formed composed of the East Slavic
heartland of the Soviet Union,
which included Russia, Belarus,
Ukraine, and Northern Kazakhstan,
while the Baltic, South Caucasus, and
Central Asian republics would gain
independence. According to him, the
Austro-Hungarian intrigues
“distorted” the standardized
Ukrainian language, making it
“unrelated to ordinary usage and
chock full of German and Polish
words.” As a result, Solzhenitsyn
criticized the “cruel break” of
Ukraine from Russia and foresaw
further secession movements within
the country.

This denial of Ukrainian
identity, as well as the allegation
the intention of Ukraine to Russia
as a whole was a result of “external
forces,” appear to be more than
only talking points from Russia for
Putin (and, presumably, other
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high-ranking Russian officials).
Though ties between Russians,
Ukrainians, and Belarusians
remain tense in these nations, in
creating a civic identity that
encompasses the 95 per cent of
Russian speakers in eastern and
southern Ukraine, Ukraine has
achieved considerable strides.

The progressive diffusion of
“Ukrainianness” throughout the
story of the more than three decades
since the fall of the Soviet Union has
been one of an ever-widening swath
of the nation and its people. Since the
early years after the dissolution of the
Soviet Union, Russian attempts to
block Ukraine’s westward migration
have been ongoing. Eltsin
recognized the post-Soviet borders
of Ukraine, but Kyiv’s choice to join
the pro-Western GUAM group in
1996 with Georgia, Azerbaijan, and
Moldova—three countries who had
to deal with Russian-backed
separatist crises on their soil—was a
different story—was influenced by
concerns about Russian irredentism.

After failing to entice Ukraine
back into the fold, Moscow decided
to split the nations. Even before
Yanukovych left the country,
protests in favour of Russia broke
out in the Crimean port of
Sevastopol, and within days,
Russian Special Forces (“little green
men”) started seizing military and
governmental assets throughout
Crimea. As a result of the fighting
in Donbas, Russia has been
subjected to rising economic
sanctions from the European Union
and the US, which have crippled its
society. In 2016, NATO improved
its military capabilities in Poland,
Estonia, Latvia, Lithuania, and
Romania, in response to member
states’ anxieties near Russia’s

borders, while still sticking to
commitment that Georgia &
Ukraine “shall become” partners.
After charging Russia of
noncompliance, the US abandoned
the Intermediate Nuclear Forces
(INF) Treaty in 2019, permitting the
deployment of nuclear weapons in
Central and Eastern Europe
together with along Russia’s border
with Asia. The latest invasion,
however, is founded on the same
notions of Ukrainian nationality
that previously misled Moscow.
Moscow’s hopes for the Ukrainian
struggle have already been far
exceeded. In spite of losing tens of
thousands of soldiers, Russian
forces were unable to advance
toward Kiev as planned.
Meanwhile, lawmakers from the
Opposition Platform - For Life,
situated in the east, as well as key
oligarchs, have spoken out against
the Russian invasion. YuriyBoiko,
the chairman of the opposition
Platform for Life, possibly the most
famous pro-Russian voice in post-
Yanukovych Ukraine, backed
Zelensky, declaring, “We have one
country—Ukraine, and we must
preserve it!” It will be hard for an
occupation government to
maintain even the appearance of
legality among the majority of
Ukrainian population, even if
Russian forces seize Kyiv,
especially in light of reports of
horrific atrocities and other war
crimes in occupied areas.

Despite the enormous financial
cost, Russia is adamant about
bringing Ukraine back to its fold.
—not to mention the risk of losing
a gruelling, violent conflict—
indicates that the current situation
is about more than Ukraine’s
relationship with NATO.

Russian-Indian
Relationships

India had long-standing &
reliable partner in Russia. One of
India’s international policy pillars
has been the growth of relations
with Russia. Relations between
India and Russia have changed
significantly ever since signing
the”Declaration on the India-
Russia Strategic Partnership” in
practically every area of the two
countries’ relationship—political,
security, defence, trade and
economics, science and technology,
and culture—cooperation has risen
since President Putin’s visit in
October 2000. Both political and
official levels, the Strategic
Partnership employs a number of
formalized discussion channels to
foster ongoing communication and
follow-up on cooperative
initiatives. The members were
upgraded to the status of a “Special
and Privileged Strategic
Partnership” when the Russian
President was in India in December
2010. “Meetings of the 20th Annual
Summit alternatively began in
Russia and India. On 4-5
September 2019, the Prime Minister
travelled to Vladivostok as for 5th
Eastern Economic Summit as the
Special Guest and the 20th India-
Russia Bilateral Summit. During
the Prime Minister’s visit, 14 MoUs
were signed as in fields of
commerce and investment, army
cooperation, road freight, and
partnership in the sectors of oil and
gas. On 4-5 October 2018, for the
19th India-Russia Annual Bilateral
Summit, President Putin travelled
to India. During the visit, 8 MoUs
were signed as in fields of trade,
space exploration, and nuclear
cooperation, transportation, and
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more. Together, the two presidents
spoke at the India-Russia Business
Summit and engaged with the
nations’ gifted youth. On 21 May
2018, the Russian Federation’s
Sochi City hosted the first unofficial
meeting between President
Vladimir Putin and Prime Minister.
The meeting afforded both leaders
the chance to deepen their
friendship and discuss pressing
regional and global issues,
continuing the tradition of high-
level political exchanges between
India and Russia.

Defense Minister Shri Rajnath
Singh visited Russia from 5-7
November in order to co-chair the
19th gathering of the India-Russia
Inter-Governmental Commission
on Military and Military Technical
Cooperation (IRIGC-M&MTC)
there. On 29-30 August 2022, oil,
gas, and steel Minister Shri
Dharmendra Pradhan visited
Moscow to examine measures to
improve bilateral relations in the
metal and energy sectors. From 11-
13August 2019, The Chief
Ministers of Haryana, Gujarat,
Uttar Pradesh, and Goa, along with
roughly 140 Indian companies,
were part of a powerful group that
Mr. Piyush Goyal, Minister of
Commerce and Industry, led to
Vladivostok. This trip was in
response to the Prime Minister’s
promise to the Russian President
that they would investigate ways
to boost commerce and investment
among both India and the Far
Eastern region of Russia this year
when they met in Bishkek outside
of the SCO Summit. On the Russian
side, there were about 200
participating enterprises,
investment agencies, and funds.
The parties reached an agreement

for the 2019–23 Summit, the
Agreement for Consultations
between the Foreign Ministries will
be in effect. On 1-2 April 2019, FS
travelled to Moscow for a FOC with
DFM Morgulov to discuss bilateral
concerns.

By 2026, the amended goals are
to increase bilateral trade to $30
billion and bilateral investment to
$60 billion make it obvious that the
leaders on both sides have
prioritised strengthening economic
and commercial ties.  Russia has
prioritized import substitution as a
result of the global economic
slowdown and its protracted
dispute with the West over the
Ukraine crisis. As a result, Russia’s
external trade has significantly
decreased. This decline in Russian
imports and exports has also had
an impact on India.

Trade in Goods & Services

According to Russian data,
there was a decline in both
countries’ overall commerce trend
from 2013 to 2016, and then it saw
a rise in 2017 when it increased by
21.6 per cent. With a total of
US$10.969 billion, up 17.25 per cent
from the previous year, the year
2018 continued the positive growth
trend. Additionally, this year was
the first in 5 years that the trade
volume increased overall
compared to 2014’s base year by
close to 9 per cent. From January
through September of 2019, the two
nations’ combined bilateral
commerce amounted to US$7.55
billion.

The principal components of
bilateral trade in 2018, these were
the top five Russian imports into
India that include: (i) Precious or

semi-valuable stones, natural or
produced pearls, (ii) Equipments,
mechanical devices, boilers &
Nuclear reactors, (iii) Bituminous
materials, mineral oils, fuels &
waxes, (iv) Component parts,
electrical machinery & equipment,
and (v) fertilizers. The top 5
products that India exported to
Russia in 2017-18 were: (i) Natural
materials, (ii) heaters, equipment,
and mechanical devices, as well as
their parts & nuclear reactors, (iii)
Apart from rolling stock for
railroads or tramways, as well as
its components and accessories, (iv)
Electronic machinery & equipment,
and (v) Pharmaceuticals.

Over the past five years,
bilateral service trade has been
constant, with the trade balance
favouring Russia. Trade in services
decreased marginally in 2018 to
US$999 million from US$1,095.4
million in 2017. For the months of
January through June 2019,
US$733.68 million will be spent.

Bilateral Investment

About $4 billion worth of
Russian investments were made in
India over the same time period,
primarily in the areas of the
automobile (KAMAZ) and
telecoms (AFK Sistema). Increased
focus on bilateral investment,
particularly in the oil industry, was
seen between 2015–2017. A
memorandum of understanding
between Srei Infrastructure
Finance and Vnesheconom bank
was inked in order to jointly assess
the investment potential in
technology businesses in Russia,
India, and other selected regions,
the $190 million IT and Innovation
Fund was established. ONGC
Videsh Ltd., Imperial Energy,
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Commercial Bank of India Ltd. (a
joint venture between Canara Bank
& SBI), ICICI Bank invests $50
million in its subsidiary, ICICI Bank
Eurasia, of the KGK Group, and
Advance Pharma are some of the
other significant investments made
by Indian businesses (1.5 bn Ru).
In 2017, a deal was reached that
saw the Russian business Rosneft
acquire the Indian refinery Vadinar
owned by ESSAR. This $13 billion
purchase was one of the largest
Russian investments in India in
recent memory. Other significant
Russian investments in India
include those in Sistema Shyam
Telelink Services by AFK Sistema,
a planned joint venture between
Russia and India in Odisha for the
manufacture of titanium goods,
outposts of the sber & VTB banks,
as well as the automotive
manufacturer’s joint venture
between Russian KamazInc and
Vectra Group. The first India-
Russia Strategic Economic
Dialogue (IRSED), hosted by the
Russian Minister of Economic
Development and Vice-Chairman
of NITI Aayog, took place on 26
November 2018 in St. Petersburg.
It concentrated on five key sectors,
including support for small and
medium-sized businesses,
agriculture and agro-processing,
emerging innovations, industrial
cooperation, and digitalization. In
order to make investments by
Indian enterprises easier and more
convenient, the single window
service was launched in October,
2018. This will enable both
countries meet their trade and
investment goals. The two nations
are actively seeking collaboration
in the domain of hydrocarbons.
Nearly $5.5 billion were invested
by Indian businesses in Russia’s oil

and gas sector in the second and
third quarters of 2016. Among
these investments was an Indian
consortium consisting of Indian Oil
Corporation Limited (IOCL),
Indian Oil Corporation Limited
(OIL), and Bharat Petro Resources
Limited’s acquisition of 24 per cent
of Vankorneft and 30 per cent of
Taas-Yuryakh (BPRL), as well as
the purchase of 15 per cent and 11
per cent of Vankorneft from Rosne.

Nuclear Energy, Science &
Technology: India’s key ally in the
field of nuclear energy peace-
making is Russia. It recognises
India as a country possessing state-
of-the-art nuclear technology and
a perfect non-proliferation history.
With Russian aid, the Kudankulam
Nuclear Power Plant (KKNPP) is
being built in India. Units 1 and 2
of the KKNPP are already
operating, while work is currently
being done on Units 3 and 4. The
18th Bilateral Summit saw the
signing of the Credit Protocol for
Units 5 and 6, and technical review
of the second site is presently
underway. After Dmitry Rogozin
and RM signed the first protocol in
Novosibirsk, Russia, on 21 June
2017, a new method of working
together in the field of science and
technology became operational.
The first Executive Council meeting
took place in Moscow in June 2017,
and the second one held in Delhi
in November 2017. Only a few
recent initiatives in this area
include the Russia-India Network
(RIN) of Universities, the
Traditional Knowledge Digital
Library (TKDL), the India-Russia
Bridge to Innovation, and
telemedicine partnership.

Cultural Cooperation: Around
20 Russian institutions, including

major universities and schools,
regularly teach Hindi to about 1500
Russian students. Institutions of
higher learning in Russia also offer
instruction in Tamil, Marathi,
Gujarati, Bengali, Urdu, Sanskrit,
and Pali in addition to Hindi.
Russians are very interested in
Indian dance, music, yoga, and
Ayurveda. From September 2018 to
March 2019, the Indian Embassy in
Russia organized the six-month-
long “Festival of India in Russia,”
which featured 34 performances by
10 groups in 22 locations and
celebrated the food, Indian dance,
music & spirituality. At the State
Duma of the Russian Federation, an
exhibition commemorating
Mahatma Gandhi’s 150th birthday
and revealed on 2 October
detailing his acquaintance with the
Russian author Leo Tolstoy. The
Indian Embassy in collaboration
with the Leo Tolstoy Museum and
Estate, the Institute of Oriental
Studies, and the Tolstoy Estate in
Yasna Polyana presented a daylong
exhibition and academic
conference honouring the close
connection between Mahatma
Gandhi and Leo Tolstoy on 28
September 2019. “Tolstoy-Gandhi:
The narrative of human
transformations across continents
bound by the limitless potential of
universal love” is the name of the
show.

India-Ukraine Relations

India and Ukraine have a close
bilateral relationship. In December
1991, the Indian government
recognized the Ukrainian Republic
as a sovereign nation, and in
January 1992, diplomatic ties were
established. Numerous MOUs and
agreements between India and
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Ukraine have been struck in a variety
of areas, including diplomatic ties,
visa and consular issues, trade and
business, space, science and
technology, and defence.

Commerce and Trade Relations:
The two nations’ bilateral
commerce increased dramatically
over the past 25 years, reaching
over US$2.8 billion in 2018-19. The
largest Asian-pacific region export
market for Ukraine is India and its
fifth-largest export market overall.
The main exports from Ukraine to
India are agricultural products,
metallurgical products, plastics
and polymers, etc., whereas the
main imports from India to
Ukraine are medicines, equipment,
chemicals, food products, etc.
Many Indian businesses, including
Ranbaxy, Dr. Reddy’s Labora-
tories, Sun Group, and others, have
representatives in Ukraine. A
group called the “Indian
Pharmaceutical Manufacturers’
Association” has also been founded
in Ukraine by representatives of
significant pharmaceutical
businesses (Table 1).

Cultural:  More than 30
Ukrainian cultural organizations/
associations operate all around the
nation and are dedicated to
promoting Indian art forms,
particularly Indian dance. In 2017,

the Indian Embassy in Kyiv
planned a “Festival of India” that
took place across the entire country
and featured performances by
various Indian musicians, dancers,
and other artists. Across 300 artists
from all over Ukraine participated
in the 2019’s “Rhythms of Joy,” an
all-Ukrainian Indian Dance
Festival, showcasing a variety of
Indian dance styles. Mahatma
Gandhi’s 150th birthday was
celebrated during the 2018-19
school year with a variety of
programmes and events that
attracted a lot of attention.
Additionally, few Indian movies
have been filmed in Ukraine,
including “Winner” which was
filmed November & December
2016 in Lviv and Kyiv, “99 Songs”
(which was filmed in Ukraine in
2017 under the direction of A.R.
Rehman’s YM studios), and
“Bahubali 2: The Conclusion,”
which employed visual effects
specialists from a Ukrainian studio.

ITEC Assistance/Other Training
Programmes: India provides
Ukraine with training programmes
in (ICCR) Indian Council for
Cultural Relations grant offers top-
tier instruction in a range of
subjects at esteemed Indian
institutions, The Indian Technical
and Economic Cooperation (ITEC)

programme offers training or
programmes to build capacity in
several centres of excellence in
India and International students
seeking to register in professional
Hindi language courses can seek
monetary assistance through the
Kendriya Hindi Sansthan
Scholarship Programme.

Indian Community: In Ukraine,
there is a tiny but thriving Indian
population that is primarily made
up of business people and students.
The majority of the 18,599 Indian
students attended Ukrainian
universities for studying medical.
The majority of business people
from India are employed in
industries including pharma-
ceuticals, IT, engineering, medical,
and education. The 2001-founded
“India Club” actively involves the
Indian diaspora in Ukraine and
sponsors/organizes a number of
activities, including festivals such
as Holi & Diwali, Dance,
competitions, screening of
Bollywood movies and cricket.

Impact of Russia-Ukraine
War

1. Global Trade

The Russian-led conflict in
Ukraine has resulted in “immense
human suffering,” but it is also
harming global trade. According to
the WTO’s Trade Forecast 2022-23,
the global economy’s prospects
have “darkened” since the war
began on 24 February 2022. WTO
analysts have lowered their
forecast for merchandise trade
volume growth — the import and
export of products – in 2022 from
4.7 per cent to 3 per cent.

Food shortages could have
“potentially grave effects” for

TABLE 1

BILATERAL TRADE FIGURES IN THE LAST 5 YEARS

(US$ million)

Year 2015-16 2016-17 2017-18 2018-19 2019-20
(Provisional)

India’s Export 259.11 310.16 330.10 390.80 463.79

India’s Import 1,751.10 2,481.47 2,355.97 2,341.03 2,060.79

Total Trade 2,010.21 2,791.63 2,686.07 2,731.82 2,524.58

Source: Ministry of Commerce & Industry, Department of Commerce.
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disadvantaged countries,
according to the report. The World
Trade Organization (WTO) has
lowered its predictions for goods
imports and exports, and is urging
countries and partners to assist in
trade facilitation.

In addition to impacting
European automakers, Georgian and
Maldivian hoteliers, as well as
international food and fuel users, the
conflict in Ukraine is also affecting
trade between countries. Despite the
fact that the world’s poor, who spend
a large amount of their income on
basics, are the most vulnerable, these
disruptions affect every country,
region, and industry. According to a
new World Bank assessment, The
Impact of the Ukraine War on Global
Trade and Investment, global trade
will drop by 1 per cent, dropping
global GDP by slightly under 1 per
cent. Exporters of manufactured
goods including Mexico, Vietnam,
and Thailand have seen a severe
drop in demand, particularly in
energy-intensive industries. Net
exporters of foodstuffs, like Nigeria
and Middle Eastern nations, as well
as fossil fuels, like Turkey, Brazil, and
India; see an increase in exports,
mitigating the war’s negative
consequences. Foreign direct
investment, commodity markets,
logistical networks, supply chains,
and sectors like tourism are all
experiencing economic shock waves.

The war occurs at a critical
juncture in the global economy. As
new coronavirus varieties appeared
and governments cut funding, the
recovery from the pandemic-
induced recession has slowed. Other
significant central banks include the
Federal Reserve have raised interest
rates in response to rising inflation.
Disruptions in international

commerce and investment will limit
growth in developing countries and
intensify pricing pressures.

2. Fuel and Food

“With dwindling supplies and
rising food costs, the world’s poor
may be forced to go hungry,” said
WTO Director-General Ngozi
Okonjo-Iweala. According to the
WTO, the greatest immediate
economic impact of the Ukraine
crisis has been sharply increased
commodity prices. Food, energy,
and fertiliser supplies from Russia
and Ukraine are also threatened by
the conflict. The WTO cautions that
blocking grain imports through
Black Sea ports might have
“potentially grave consequences”
for poor countries’ food security.
COVID has a new look. China’s 19
lockdowns are also harming
maritime trade. This could result in
fresh raw material shortages and
higher inflation.

Figure 1 depicts estimates of
the quarterly worldwide retail sales
growth to the end of 2023, with
uncertainty bands corresponding
to expected error margins. Growth
in the volume of goods traded in
2022 could be as lesser as 0.5 per
cent or as higher as 5.5 per cent,
depending on current GDP
forecasts. The prediction includes
higher frequency data for the
selected economies, such as
monthly figures on container
throughput at US and Chinese
ports, to account for port
congestion in these nations.

The most concerning concern
is the possibility of a food crisis.
Wheat and other grains prices have
already skyrocketed. Together,
Russia and Ukraine exported 14

per cent of the world’s corn and 25
per cent of the world’s wheat in
2019. Many countries around the
world rely greatly on these
shipments. For example, 67 per
cent of the wheat consumed in the
Republic of Congo comes from the
Black Sea region (Figure 2).

Interventions in trade policy
run the danger of exacerbating a
bad situation (Figure 3). Export
limitations reduce global supply
even further, while import
liberalisation and subsidies boost
demand. 67 new trade rules have
been imposed or announced since
the war began in late February.
Wheat prices have risen seven
percentage points as a result of
export limitations alone, risking a
tit-for-tat escalation.

The most noticeable immediate
impact is on energy prices, behind
food prices. With 15 per cent of the
world’s natural gas output, Russia
is one of the biggest energy
producers. Our model predicts a 7
per cent increase in crude oil prices,
which will raise transportation and
manufacturing expenses, resulting
in a decline in exports. Higher
natural gas prices, a crucial element
in ammonia fertiliser, would raise
farmer costs and diminish crop
yields, worsening food shortages.

Figure 4 depicts the current
surge in global fuel costs, which
predates the Ukraine crisis. The price
of standard Brent petroleum
products in March was US$118 per
barrel, up 39 per cent from January’s
level and up 82 per cent on a yearly
basis. It’s important to note that
everyday prices have recently
decreased, with a low of US$104 per
barrel in April after reaching a high
of US$128 per barrel on 8 March
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2022. In contrast to oil, natural gas
costs frequently fluctuate greatly
from one place to another. Between
January and March, the price of
natural gas in Europe rose by 45 per
cent, to US$41.0 per million Btu,
despite the fact that American prices
remained low, at around
approximately usd 4.9 per million
Btu. While higher natural gas costs
are anticipated to have a greater
impact in Europe, rising oil prices
may reduce real earnings and import
demand globally.

At market exchange rates,
world goods trade volume
increased roughly twice as quickly
as world GDP in the two decades
preceding the global financial
crisis, but following the crisis, the
average relationship between trade
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and GDP growth shrank to about 1:1.
This ratio would be 1.1:1 in both 2022
and 2023 if the current forecast is
implemented, indicating that the
relationship between trade and
output has not changed significantly.
There are numerous and challenging
hazards associated with the
projection. If the conflict in Ukraine
ends earlier than anticipated, there
could be some upside possibilities,
but if fighting continues or the
situation escalates, there could be
significant downside risks.

3. Monetary Policy

Because global growth is
related to Russia’s energy supply
interruption, the Russia-Ukraine
issue will reduce global growth and
raise prices. Due to solid demand
and fast tightening supply,
According to J.P. Morgan analysis,
a cycle of coordinated money
supply tightening is still
anticipated, which will lead to
continuing inflationary pressures.
Russia produces more than ten per
cent of the world’s natural gas &
petroleum. Even though the
dangers still are skewed upward,
we believe Brent crude will
continue close to $110/bbl until the
middle of the year, and Natural gas
costs in Europe will remain around
Euro120/MHw. Russian crude oil
exports to Europe and the United
States might drop by upto 5 million
barrels daily if energy supplies are
further restricted (mbd). It’s
challenging to determine the
precise extent of the decline in
Russian oil shipments, with our
estimates varying between 1 to
3 million barrels in a day. Russia
sells 4.3 million barrels per day to
the United States and Europe. In
the worst-case scenario of a full

ban, Worldwide GDP would be
reduced 2.9 per cent annually, and
the global consumer price index
would increase 43.9 per cent
annually in the first half of 2022,
assuming the drag decreased
entirely in that period (CPI). Efforts
being undertaken to make up for a
Russian oil export restrictions are
described by J.P. Morgan
International Research: The
likelihood of reaching a nuclear
agreement with Iran is rising. Iran
will expand its oil production by
more than a million barrels each
day this year, predicts, the
inequalities in the European
market for natural gas have
diminished due to the warm
winter, and stockpiles have grown,
plans to lessen reliance on gas
markets are a key component of the
European energy defense policy,
which was revealed on 8 March
and the US and 30 additional
members chose to release the first
60 million barrels of oil from their
strategic petroleum reserves on 1
March the sum could might rise.

The economy of Russia is on the
verge of a severe downturn,
prompting the installation of capital
controls. While Russia has the option
of using its gold reserves to shift
commerce to China, the Russian
financial system is poised to be
severely strained as the country
struggles to pay its debts despite its
surplus. The Russian central bank
was forced to boost rates
considerably and introduce capital
controls as a result of downward
pressure on the currency and capital
flight. Russia’s economy will
experience a quarter-over-quarter
and seasonally adjusted 40 per cent
decline in the second quarter, and
will contract at least 7 per cent for

the year. The chance of inflation
ending the year at roughly 17 per
cent, rising from the 4.9 per cent
predicted well before downturn, is
heavily skewed to the upside due to
the depreciation of the ruble and
import shortages. For US
corporations, the Russia-Ukraine
crisis poses a moderate profits risk.
An oil price shock, it might, however,
erode investor confidence further if
combined with a central bank pivot
centred on inflation.

As central banks deal with
inflation expectations, tightening
monetary policy remains a key risk
for markets. Additional fiscal
stimulus, such as a drop in the US
gas tax, may be considered by
policy-makers. A combination of
increased rates and energy prices
could help some emerging market
(EM) shares, notably commodities
exporters, outperform. Energy and
materials, Medical and property
investment are probably going to
suffer the most, along with the Mid
East and Northern Latin America
and the Caribbean America.
Because of the supply disruption of
Russia-centric commodities,
European miners should expect
higher commodity prices.
Palladium is the most vulnerable
metal, with Russia responsible for
over half of world output — prices
have risen by roughly 65 per cent
since mid-December 2021. Russia
accounts for more than 10 per cent
of world diamond, gold & silver
supplies, and Ukraine-Russia
jointly represent for over 35 per
cent of EU-27 imports of steel.

4. Commodities & Forex

According to Morgan, All
goods with a Russian exposure will
continue to have a significant risk
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premium for a long time to come.
Natasha Kaneva, taking into
account the greater risk premium
and the significant supply shock,
Commodity Market, Head argues
that, assuming no quick Iranian
volumes hit the market, To destroy
demand, oil prices must increase
over $120 per barrel and remain
somewhere for weeks. If Russia
used crude to put West under
strain, 3 million barrels per day of
petroleum would be at danger,
resulting in a $50 per barrel
annualized price impact. In this
scenario, China remains a wild
card. While keeping its market
purchases the same, the country
might elect to acquire 1 million
barrels of Russian oil is being sold
at a significant discount. On the
other side, it might diminish
market purchases in a proportional
manner, freeing up to 1 million
barrels per day of supply from
alternative sources. Brent oil prices,
however, could end the year
around $185 per barrel if Russian
volume disruption persists the
entire year, causing the demand for
oil to fall by 3 mbd globally. Despite
the fact that shale output reacts to
the market solution, personnel and
infrastructural restrictions will
limit growth to less than 1.4 million
barrels per day this year. To
acknowledge the escalating
geopolitical issues surrounding the
crisis in Ukraine and Russia, the
price for the summer 2022 title
transfer facility (TTF) was
increased by Morgan’s  Strategy to
78 euros ($86) per megawatt hour
(EUR/MWh). This implies that
Russia would uphold its hard
commitments to provide Europe
with energy resources, it might be
challenged, removing from our
estimation the prospect of Nord

Stream 2 beginning in 2022 or 2023.
As risk-off trade has increased, gold
prices have benefited from “safe
haven” demand and dropping real
rates in the United States. With 10-
year real yields down below -100
basis points, Since August 2020, gold
has risen above $2,000 per troy ounce
and is currently trading above $2,500
per troy ounce. For the foreseeable
future, price volatility is anticipated
to persist.

 The crisis between Russia and
Ukraine has caused some areas of
exchange (FX) fluctuation, with the
US dollar and the Russian currency
reaching record levels. Mean
reversion may be sped up by the
current global crises, leading to an
outperformance of high beta
currencies by the US dollar, Swiss
franc, and yen, according to J.P.
Morgan Research. The eurozone’s
reliance on Russia for energy
necessitates growing short-EUR
exposure in quantifiable scale as a
result of the Russia-Ukraine crisis,
since the value of the euro relative
to other reserve currencies would
undoubtedly decline. The Swiss
franc would also perform well,
though long-term gains might be
limited by SNB actions.

Severe Impacts of War on
Emerging Markets

The main repercussions of the
Russia-Ukraine conflict on global
markets are changes in stock prices,
money supply, and the budget
deficits of crowded holdings.
Geopolitical threats, on the other
hand, are not expected to scuttle the
existing macroeconomic trade
narratives in EM.

On 25 February 2022 all three
main rating agencies lowered

Russia’s credit scores to junk,
downgrading the country to BB+
from BBB- and placing it on credit
watch with negative implications.
On 2 March 2022, Moody’s and Fitch
both downgraded the company to
junk status. For Russian corporates,
the major concern owing to
restrictions in payments, Ukrainian
issuers, however, may encounter
operating challenges or larger
reserve degradation. While Latin
America will benefit from increased
commodity prices, Morgan predicts
that Asia and the Middle East will
experience greater stability. Asia
should be helped by a superior
quality investor base & a bigger share
of domestic investors, making it less
vulnerable to a global EM flow
reversal, while the Middle East
should gain from rising oil prices.
Africa, which is heavily reliant on
commodities, should also fair better.
Rising interest rates or higher
commodity prices will help these
industries’ issuers.

1. Input Shortages and other
Disruptions 

The war and the sanctions that
have followed have harmed critical
transportation connections
affecting commerce between
Russia, Ukraine, and the rest of the
globe in general. Russia’s ties to
European ports have been severed,
and commodity shipments to other
countries have been limited. The
Black Sea ports of Ukraine have
been blockaded or occupied,
leaving the country with limited
options for exporting its goods. To
avoid Russian airspace, flying
freight between Europe and Asia
must now be diverted. Due to
checks for sanctions compliance,
rail transit via Russia is slowing,
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and more rounds of sanctions
might bring rail transit to a halt.

Input shortages and price
increases have resulted from
disruptions in global and regional
supply systems. Inputs such as
ignition cables for automobiles,
neon gas for semiconductors, and
iron ore for steel mills are all
supplied by Ukraine. Russian
metals, chemicals, fertilizers, and
other commodities are especially
important to companies that make
transportation equipment,
machinery, electronics, and food
goods.

Despite the fact that Russia and
Ukraine are minor actors in global
FDI networks, the war will have an
impact on specific countries and
businesses. Russian investment is
vital to Armenia, Moldova, and the
Kyrgyz Republic. Furthermore,
European countries such as
Finland, Germany, and Norway
have significant investments in
Russia’s energy sector.

Tourism will suffer as well,
particularly in underdeveloped
countries. Georgia and
Montenegro rely heavily on visitors
from Russia and Ukraine. As
scheduled flights are disrupted and
consumers rethink their travel
plans, a drop in worldwide tourism
would at least temporarily hinder
the industry’s post-pandemic
recovery.

According to the World Bank,
the fighting caused a humanitarian
catastrophe and dealt the global
economy its second major jolt in
two years. “Even before the war,
the global recovery was slowing
due to rising geopolitical tensions,
ongoing COVID-19 flare-
ups, dwindling macroeconomic

support, and remaining supply
bottlenecks,” it said.

2. Debt Reservicing and
Finance  

The World Bank noted in
March that emerging markets and
developing economies have high
debt levels. According to their
calculations, several countries
contribute over 40 per cent of the
world GDP. Policy-makers had a
difficult choice between limiting
inflation and ensuring economic
recovery following the outbreak.
According to the report, trade wars
have “damaged the future” for
emerging economies that import a
lot of commodities, depend on
tourism, or receive transfers. It
went on to say that external
borrowing costs are growing across
Africa, resulting in a 20 basis point
average increase in bond spreads.
Furthermore, for countries like Sri
Lanka, which was considering IMF
assistance to service its debt
burden, the arithmetic has changed
for countries with high debt,
limited reserves, and impending
obligations.

According to the World Bank,
in advanced economies exposed to
Russian financial assets, financial
spillovers are most likely to be felt,
such as a few banks from Italy,
France, and Austria. Through
commercial links and local
presence, they have access to the
sanctioned country’s economy. “As
a result, European bank equities
have lost more than a fifth of their
value since the start of the war,”
according to the same research,
“although good capital adequacy
and liquidity ratios have buffered
the damage.”

Impact of War: India

Immediate Adversities of war
on India

(a) As the battle erupted, the
Sensex plummeted by 2,700
points due to panic selling and
investor fear, wiping away 8
trillion rupees out from share
market. The Russian stock
market plummeted by half,
having a profound impact on
other Asian stock markets. The
fighting also sparked a surge in
gold and crude oil prices,
which we’ll go over in more
detail later.

(b) According to the SBI
assessment, India has limited
financial and corporate sector
connections with both nations,
therefore, the impact on these
areas will be minimal. Due to
the dispute, a number of non-
Russian firms operating in
Russia ceased operations, the
bulk of which were from or
associated to the US, such as
PayPal, McDonald’s, Disney,
and so on.

Prices: Gold & Crude Oil

(a) A major producer of crude oil
in the globe is Russia, and
because to US sanctions against
Russia, crude oil prices are
projected to rise more if
tensions continue.
Additionally, the bans might
be a factor in the rise in crude
oil prices, which have already
surpassed $100 per barrel
($108 as of 5 May 2022), the
highest level in 14 years, and
were up 45 per cent
throughout a first half of 2021.
India, who imports the
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majority of its oil needs, will
only experience a little impact
at this time, with most of it
coming from the Middle East,
where logistics and shipping
are less expensive because of
the locations of the countries.
Due to its vast landmass,
Russia is able to supply oil
through pipeline to Europe
and its neighbours, via road to
nations in its southern region,
and via sea route via Alaska to
western countries.

(b) The price of gold also
skyrocketed to $2,000 per ounce
since the disagreement caused
the equity market to become
erratic, Numerous investors
moved to gold investments
instead of stock and other types
of investments because gold is
regarded as a safe refuge under
these circumstances. In addition,
when equities and other markets
dropped, these market
sentiments were one of the
factors that drove up gold prices.

(c) Russia decided to peg its
currency to gold on 22 March
2022 by voting to make one
gramme of gold equivalent to
5000 rubles until 30 June 2022.
As a result of this, the value of
the Russian currency has
already been restored, and
there is a significant chance
that it will continue to rise. As
the currency regains its value,
Russia may raise its gold
supply, perhaps strengthening
the ruble even more. Russia is
the world’s third largest gold
provider, and it might be able
to quickly increase its gold
production. In basic terms, if
the ruble appreciates
significantly, there could be

less demand for US dollars
since buying gold in dollars is
more expensive than buying
gold in rubles, and consumers
may switch from the dollar to
the ruble.

Higher Inflation

(a) Petrol and diesel prices are
already at an all-time high as a
result of the prolonged crisis.
The costs of petrol and diesel
have a significant impact on
commodity prices in India.
When the price of gasoline and
diesel rises, the cost of
transportation and logistics
rises as well, resulting in an
increase in the price of
domestic and foreign
commodities. Oil prices are
projected to continue to climb.
Because India imports roughly
80 per cent of its oil, this will
have a negative impact on the
country. India imports $205
billion in fuels and minerals
from Russia, $832 million in
precious stones, and $609
million in fertilizers, thus an
increase in the price of these
items could cause significant
inflation in the country.

(b) Russia supplies most of Europe
with crude oil, natural gas, and
other resources, and
additionally, with more than 18
per cent of all exports coming
from wheat, it is one of the
leading global producers.

Potential Opportunities for
India

(a) During this struggle, the
United States and its many
allied groups chose to cease
activities in Russia. A

multinational organisation
called Society for Worldwide
Interbank Financial Tele-
communications (SWIFT) with
connections to more than 200
countries and 11000+
institutions worldwide, has
chosen to terminate links with
Russia. In a single day, SWIFT
conducted more than 4 crore
transactions.

(b) This situation has created a
need that can be addressed by
India’s own UPI (Unified
Payments Interface). Recently,
UPI has gained acceptance,
and it has developed to the
point where it can now be used
to make virtual payments
without the need for the
internet. In the fiscal years
2021-22, the number of
transactions on UPI has
crossed $1 trillion. If UPI could
void and replace SWIFT in the
Russian market, it will be a
huge step forward for India in
the financial sector.

(c) Nepal has also implemented
UPI for peer-to-peer payments,
assisting its businesses in
growing. Because India needs
to become a powerhouse
without relying heavily on
weaponry, The National
Payments Corporation of India
(NPCI) must quickly
incorporate as many people
and banks as feasible. RuPay
card was also released in
Nepal, following Bhutan,
Singapore. India might be able
to gain access to markets in
more developed nations like
Russia if it takes this to the next
level and grows it. Russia and
Ukraine are both important
grain producers and exporters
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around the world, and as a
result of the conflict, exports of
such goods have been halted,
creating a potential market
vacuum. For example, Russia
and Ukraine are two of the
world’s main wheat producers;
yet, because to the conflict,
wheat supply has been
hampered, and India has
already begun to fill the void
by expanding wheat exports.

Conclusion

According to the World Bank’s
baseline prediction, According to
the $5.50 per day threshold rate, the
poverty rate in Ukraine will
increase from 1.8 per cent in 2021
to 19.8 per cent in 2022. It went on
to say that simulations established
by the UN projected anticipating a
more serious and long-lasting
conflict may result in over 30 per
cent of the people living in poverty.
The World Bank cited projections
from blog writers at the Centre for
Global Development that the recent
increase in food prices could push
an extra 40 million people below
the $1.90 per day poverty line.

Similar worries were expressed
by the IMF. “Steeper price hikes for
food and fuel may create a greater
risk of unrest in several countries,
ranging from Sub-Saharan Africa
and Latin America to the Caucasus
and Central Asia, while food
insecurity is expected to worsen in
parts of Africa and the Middle
East,” it said. Ukraine’s planting
and harvest seasons were
disrupted, and important farms,
stocks, infrastructure, and output
were damaged, particularly in
eastern Ukraine. Furthermore, the
fighting has prevented
transportation from the Black Sea.

It had claimed that rising prices
could contribute to societal
tensions across the Middle East and
North Africa, especially in nations
with less robust social safety nets,
less employment opportunities,
constrained fiscal room, and
unpopular leaders. For instance,
Egypt purchases more than 80 per
cent of its wheat from Russia and
Ukraine.

Furthermore, the IMF stated
that domestic production and an
increased dependence on rice
rather than wheat might alleviate
food shortages in Asia. “Expensive
food and energy imports will raise
consumer prices,” it warned,
Nonetheless, price caps and
gasoline, food, and fertilizer
subsidies may lessen the
immediate impact—but at a
budgetary cost.

The worldwide influence on
the trade in services was also
recognized by the World Bank,
Invoking the interruption to
outward travel brought on by
travel restrictions, penalties, and
increased fuel prices. A significant
source of income for nations in
Europe, East Asia and the Pacific,
the Middle East, North Africa, and
South Asia that rely on tourism are
Russia and Ukraine, which rank
among the top ten in terms of total
international departures.

“The war is likely to stymie
international tourism’s post-
pandemic recovery, which was
already sluggish due to ongoing
COVID-19 problems.” “An
increase in geopolitical tensions
could spark a new collapse in
foreign tourism, similar to the
dramatic drop and subsequent
lacklustre recovery after 9/11”.

Some fear that the war would
corrode globalization, which has
been the driving force behind
growth and prosperity for the past
30 years. According to our findings,
corporations would reassess
geopolitical risks and may shift
output away from areas they
perceive to be riskier, thereby
changing global value chains.
However, given the capital already
in place, the cost of looking for
alternatives, and salary disparities
between countries, this transition is
likely to be gradual rather than
abrupt. And unless it is
accompanied by significant
government action, it will not result
in a reversal of globalization.

Policies aimed at fragmenting
the trading system rather than
defusing tensions and bolstering
global value networks against
future disruptions are the huge
uncertainty and danger.

Questions for Discussion

Q1. Discuss the main political
issues between Russia and
Ukraine?

Q2. Analyze the economic
importance of country like
Russia for an emerging
Market like India.

Q3. Discuss the possible
implications of war on
monetary policy of India.

Q4. ‘India has tasted both sweet
and bitter flavours of
Russian-Ukraine war’.

Q5. Consider yourself as an
Economic Advisor to
government and propose a
strategy for combating the
effects of the war on the
Indian economy. •


