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Abstract
This paper examined the aaftermath of the war between Russia and Ukraine on the world’s economy,
assessinghow it has aaffected the growth of the economyy, international trade, global commodity
markets and financial systems gglobally. The study was analyzed based on the Global Political Economy
(GPE) framework using a Mixed-Methods Approach to eexplores the impact of the war economically.
Major findings showed that the war impacted negatively on the world’s economy, especially in commodity
markets. In addition, the war between Russia and Ukraine has sparked economic spill-overs that affect
commodity and financial markets, trade, migration and the confidence of both investors and consumers.
The findings recommend that the international community should support humanitarian efforts and get
involved in the responsibility of providing for war-displaced refugees. The political backing for Ukraine has
helped in the negotiation talks between Russia and Ukraine, especially in respect of NATO membership; it
is equally important as it helps to assuage the invasion’s aftermath. If Russia is still bent on resisting the
Ukraine membership in NATO, then they have no option than to accept Ukraine’s military empowerment
for self-defense. Also, the accord to respect Ukraine’s sovereignty, in respect of the principles of non-
interference, should bind Russia. On their part, the United States of America ought to recognize and
appreciate the Eastern Europe as a region of strategic importance to Russia.It is expected that at the
global level, policy makers should focus on targeted aid to countries that are vulnerable and embolden
their social safety programs as well as avoid carrying out measures that are disruptive as a response to
increasing prices of commodities.
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Introduction
The intention of Ukraine to joins the North Atlantic Treaty Organization (NATO) sparked off an
unfriendly rreaction from Russia. Russia had accumulated substantial military force around the
borders of Ukraine and even Belarus, the neighboring country, right from early 2021 through
February 2022. Russia was accused by NATO of preparing for an eruption, but their officials
kept denying the accusation; and as pressure got built up, the President, Vladimir Putin, kicked
against the expansion of NATO and insisted that Ukraine be barred permanently from joining the
alliance. President Putin as well made expression of irredentist beliefs and queried the
sovereignty of Ukraine.

The alliance between Ukraine and NATO started as far back as the early 1990s. Right from when
Crimea was annexed by Russia in 2024, cooperation between Ukraine and NATO became
intense, especially in areas that are critical. In the ongoing Russian-Ukrainian war, Ukraine has
gotten a remarkable level of support from NATO and its Allies; with the latter defending the
former’s right to self-defense in spite of its not being a member of NATO. Critics have debated
that strategic interest in the region is the driving force behind NATO’s involvement.
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Russia formally recognized the Donetsk and Luhansk People’s Republics as independent states
and ddeployed troops down there on February 21, 2022; and after three days, the Russian
President Putin made a pronouncement of a “special military operation” with the aim to
“demilitarizing and denazifying” Ukraine. This marked the onset of a full blown invasion as
Russia launched its invasion with missile strikes and air raids across Ukraine and Kyiv which
was followed by a large crowd offensive. Reacting to this invasion, the Ukrainian President
Volodymyr Zelensky made a declaration of martial law and ordered a general mobilization of all
Ukrainian men from age 18 to 60, preventingthem from traveling out of the country.

The invasion was widely kicked against by the international community such that several
nations imposed sanctions on Russia and increased the ones that already existed. Belarus was
not left out in the sanctions and boycotts for getting involved. Consequent upon this, the United
Nations General Assembly, in Resolution 2623, called for full withdrawal of Russia from Ukraine
while Russia was ordered by the International Court to discontinue its military operations. In
addition, Russia was expelled from the Council of Europe and these actions together with the
sanctions have recorded enormous impact on both the Russian and world economies. Many
countries as well supplied military and humanitarian support to Ukraine.

At first, Russia’s target appeared to gain control over Kyiv loyalty by stopping the interim
government from authorizing a trade agreement with the European Union, and this would have
abated the economic dependence of Ukraine on Russia and given room for closer ties with
NATO. Historically, Russia has sought to maintain political influence over Ukraine, largely
through fostering economic dependence, a dynamic that remains crucial in the ongoing conflict,
(Ukpe, 2020).

The invasion of Ukraine by Russia has intensified tensions globally. President Vladimir Putin of
Russia nurses bitter feelings of resentment over the decline of power and influence of Russia
since the dissolution of the Soviet Union in 1991. That was the same year that Ukraine, which
was part of the Soviet Union, declared its independence. NATO was originally formed to counter
the expansion of Russia in Europe after World War II, but the expansion became so exponential
after the collapse of Soviet Union, admitting membership from many former Eastern European
allies of Russia from the Warsaw Pact. There has been a prolonged argument by Russia that the
expansion of NATO is a threat to its security and it vehemently countered Ukraine’s efforts in
joining with the fear that the alliance would be brought too close to its borders.

The Russian invasion is a continuation of a broader war that started as a "hybrid war" following
the 2013-2014 “Revolution of Dignity,” also known as Euromaidan. There were mass protests in
Ukraine at that time by the citizens who sought closer ties with Europe. The protests led to the
removal of the then President, Viktor Yanukovych, who ran to Russia for assistance to squash
them. Russia in their reaction illegally annexed a strategic region of Ukraine (Crimea) that
borders the Black Sea and from then onward, over 14,000 citizens of Ukraine have lost their
lives as a result of the fight in Donbas region of eastern Ukraine.

At the time that Soviet Union was dissolved, the only part of Ukraine that had the existence of
majority ethnic Russians was Crimea but despite that, up to 55 percent of the populace were in
support of Ukraine’s independence. It was erroneous for President Putin to think that annexing
Crimea and incitingan armed protest in Donbas would cause the unity of Ukraine to break up
and thereby resulting in its eastern and southern regions to fall apart and form alliance with
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Russia under the name “Novorossiya” or “New Russia.” Unfortunately, this vision did not work
out as expected.

The latest Russian invasion is an effort targeted at forcefully accomplishing the same purposes
with the aim to quell resistance, displace hundreds of thousands to Siberia and the far north,
and inflicts mass suffering, such as starving millions. History has it that Russia and other
foreign authorities have fought hard to frustrate Ukraine’s efforts to gain independence. Putin,
who has repeatedly dismissed Ukraine’s successful 1991 declaration of independence, appears
determined to reverse it, a desire that culminated in Russia’s invasion of Ukraine on February 24,
2022. These actions stripped all disguises from Russia’s plan to perpetuate its domination of
Ukraine (Ukpe, 2024, p.19).

Statement of the Research Problem
The Russian-Ukrainian conflict has caused a serious disruption in the global supply chains
resulting in aggravating the economic uproar. A look at the world economy shows that the flow
of electronics, raw materials and other major supplies such as energy and food imports from
regions like China, Japan, India, South Korea, Taiwan and Thailand has been seriously
interrupted as a result of the war. Global trade has been severely hampered by this disruption
and this pushes some companies to consider overhauling their established supply chain and
partnership networks thoroughly. The conflict has exacerbated delays in logistics, intermediate
goods shortages, and a slow in energy commodity supply, which have been major causes of
inflation the world over right from the onset of Corona Virus (COVID-19) pandemic.

As a result of disruptions in supply chain and costs of rising food and energy, the global inflation
had increased steadily beyond the expectations of the central bank, such that rates shot up
from 1.2 percent in May 2020 to 6.5 percent in February 2022. The peak of the inflation was
expected in the first half of 2022 and then gradually goes down in 2023 with the aid of stable
inflation expectations in most nations.

Already, before the war broke out, Ukraine and Russia were facing economic challenges. The
economy of Ukraine that was gradually recovering from the COVID-19 pandemic was deriving
some benefits from high export returnsand growing domestic demand as COVID-19 restrictions
relaxed, but the recovery was interfered with due to high energy costs and fiscal constraints.
Growth sustainability depended on completing critical reforms to ginger private sector
investment and job creation. In Russia on the other hand, the expectation was that its growth
would drop to 2.4 percent in 2022 after a strong rebound in 2021, due to the rising inflation,
tighter economic policies, geopolitical tensions and structural weaknesses but that was not the
case. So in spite of these problems, Russia had built up remarkable macro-economic buffers in
recent years that introduce an inflation target, exchange rate flexibility and a fiscal rule to direct
excess oil and gas revenues into its National Wealth Fund.

The Russian invasion has as well resulted in a hike in energy prices and this has seriously
affected agriculture, especially in energy-intensive territories like the developed world. Also, the
inland transport infrastructure, seaports as well as storage and processing facilities of Ukraine
have been destroyed halting commercial shipping operations from Ukrainian ports and
increasing trade risks as a result of this invasion. In addition, food exports from both countries,
have been hindered and this exposes global food markets to tighter supplies, unmet import
demands, and rising international food prices. Ukrainian grain exports is the worst hit as the
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blockade of Black Sea ports and limited alternative transport options, such as rail, river, or road,
have hampered the export of seaborne shipments (Mankoff, 2002).

The prospects of short-term global economy have been worsened critically, resulting in
generating wide range impacts through commodity and financial markets, trade and migration
channels, thereby creating doubts in the minds of investors and consumers. Consequent upon
the strong trade, financial and migration ties that exist among neighboring countries in the
Eastern Europe, the South Caucasus, and Central Asia with Russia and Ukraine, these territories
together with the world economy will likely come face to face with some negative economic
realities.

So many European countries that depended so much on Russia for natural gas are equally
experiencing the adverse effects. Though the wider world economy shares in the burden of the
negative effects, the greatest brunt is borne by that region. Hike in prices of food and energy
has heightened effect of inflation and raised expectations for a faster tightening of monetary
policies globally. As both Russia and Ukraine are major exporters of essential commodities that
cconstitute so many global value chains, reduction of these commodities would likely
aaffectindustries all over the world, including food production, construction, petrochemical sand
transportation.

The brunt of the geopolitical risks as a result of Russian invasion came heavily on global
economic conditions throughout 2022 and beyond. It is obvious that the Russian-Ukrainian war
has caused increase of the financial distress in Emerging Market and Developing Economies
(EMDEs), unanchored inflation expectations, and widespread food and energy insecurity. A
protracted war could worsen uncertainty of the global policy that results in a long-term break up
of international trade, finance and investment networks. In addition, there will be a further strain
on human capital, especially in neighboring regions such as Central Asia, where there is a spike
in food insecurity affecting vulnerable households disproportionately. The serious disruptions
on education that the war has caused could have perennial impact on human capital
development, particularly in Ukraine.

The Russian-Ukrainian conflict has caused different harmful consequences on different people.
For instance Ukraine is devastated; Russia suffers further isolation from the West while the
global community suffers intensified economic instability. The global economy is severely dealt
with, prices of food and energy hiked and the growth stifled. Being that Russia and Ukraine are
key commodity producers, their conflict has triggered prices of commodities to skyrocket
globally, most especially in oil and natural gas. There is also upsurge of prices of food,
particularly wheat, because Russia and Ukraine constitute 30 percent of wheat production the
world over. Being that the war has dealt a heavy blow on the global economy, it is expedient that
individual countries be mindful of how they run their economies to guard against further
breakdown and assuage the harm already inflicted as a result of the current conflict.

Theoretical Framework
Global Political Economy (GPE) Theory was the framework applied in carrying out the analysis

of this study. The theory examines the partnership that exists between political and economic
dynamics on a global level with the aim to come to the understanding of how political
institutions, processes and ideologies frame economic systems and how political power is in
turn influenced by economic structures. The Global Political Economy framework takes a look
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at numerous topics such as the distribution of power, wealth and resources among nations, the
role of international organizations, and the effects of globalization (Ukpe, 2012). It pprovides a
complete framework for the analysis of the intricate interactions between political and
economic forces on the global stage.

The ppropositionof the Global Political Economy Theory is not attributed to an individual or a
school of thought, but rather framed by the contributions of different scholars such as Karl
Marx, Vladimir Illich Lenin, John Maynard Keynes, and more recent thinkers like Susan Strange,
Robert Cox and Immanuel Wallerstein. The GPE framework is suitable for this research because
it tries to eexaminethe political motivations behind invasion of Ukraine by Russia and its
eeffecton the global political economy.

Methodology
Assessing the repercussion of invasion of Ukraine by Russia on the global economy, the paper
made use of Mixed-Methods Approach, a technique that combines both quantitative and
qualitative research methods to fully comprehend the topic. While quantitative data gathered
helped to identify general trends and patterns, the qualitative data enhanced a deeper delve into
the specific impactof the Russian-Ukrainian war on the global economy.
Implications of Russian Invasion of Ukraine
There are several consequences for the global economy arising from the Russian-Ukrainian war.
Such include the following:

Regional and Global Impact
Reports gleaned from the World Bank (2022b) state that numerous economies in Europe and
Central Asia (ECA) have suffered severe consequences as a result of their strong ties with
Russia; and Ukraine (to a lesser extent). These ties are through trade, remuneration,
commodities and confidence; and are greatly prominent in Eastern Europe, the South Caucasus
and Central Asia. It is obvious that a substantial downshift in Russia and Ukraine would disrupt
flows of trade, financial transactions and remuneration. This will also cause a break-up in supply
chains and transport links as well as affect digital connectivity and related services while
increasing investor risk perceptions. Higher prices of energy are causing monumental
repercussion on the affordability and financial sustenance of electricity and heating services.
For example, remittances from Russia contribute a significant portion of Gross Domestic
Product (GDP) in countries like Tajikistan and the Kyrgyz Republic, with the real value of these
remittances expected to ddwindle sharply as a result of economic activity decline and currency
devaluation. In addition, Russia and, to some extent (though lesser), Ukraine are major export
markets and sources of tourists for several Europe and Central Asian countries and consequent
on this fact, growth in this region remarkably declined from 7.8 percent in 2021 to 2.2 percent in
2022.

The World Bank (2022c) informs that direct economic exposure to Russia and Ukraine is
relatively minimal outside the region of Europe and Central Asia. When they are put together, the
countries outside Europe and Central Asia (ECA) region constitute approximately 2.2 percent of
global GDP, 2.2 percent of global exports and 1.7 percent of global imports, with minimal
contributions to global foreign direct investment assets and bank claims. Though nearly half of
exports from Russia are energy products and fuels, and some governments plan to cut down on
Russian energy imports, there is a limitation to direct sanctions on energy import bans by the
United States, the United Kingdom, and Canada.
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All the same, energy exports are indirectly facing the consequences of the conflict which include
the transaction and insurance challenges. The economic relationships of the Euro area with
Russia are restricted and had dwindled since 2014, while China’s connections with Russia,
though increased, remain llimited. A substantial decline in Russian tourists will affect global
tourism as the country was rated the sixth largest global tourism source by expenditure in 2019.
It is observed that trade and financial relationships for most economies of Europe and Central
Asia are very much stronger than those with Russia. Generally, exports to Russia and Ukraine do
not account for up to five percent of total exports, while Russian and Ukrainian tourists usually
account for up to one-quarter of total tourist arrivals.

The World Bank (2022e) has shown that in spite of the fact that Latin America and the
Caribbean are net commodity exporters, they are likely going to face adverse impacts. The slow
response in supply, difficulties faced by energy importers, and inflationary and monetary policy
implications are expected to outweigh potential benefits from increased exports. On the
contrary, there is a prediction from the World Bank (2022f) that the Middle East and North Africa
are likely going to witness upgrading of growth in the short term as the benefits of rising prices
of oil for oil exporters ssupersede the losses for oil importers in the region. The next section of
this paper will assess these transmission channels and their potential long-term consequences
if not checked by vigorous policy measures.

Global Trade Flows
According to the Organisation for Economic Co-operation and Development (2022), the war has
caused interruption on trade and global transport routes, thereby aggravating the issues of
existing supply chain. The mutual flight prohibition between Russian and European airspaces
has threatened a disruption of global air cargo. This disruption will result in increased transport
costs because of the need for longer and costlier rerouting, especially between Europe and East
Asia.Approximately, 20 percent of global air cargo has been affected by these airspace bans
and at the same time, shipping lines that account for almost 50 percent of global container
shipping capacity have announced that they will stop bookings with Russia. This automatically
poses a complication in the export processes for Russian businesses and trade via the Black
Sea has also been affected, with the volume of dry bulk vessels at ports in Ukraine already
dropping by 82 percent as at March 1, 2022, when compared to early February. At the same time,
there are more than 20 percent reductions of visits to ports in Russia.

Energy and Agricultural Commodity Prices
Prices of agricultural commodity and energy have skyrocketed remarkably, and this hike is
prominent in commodities that are majorly exported by Russia and Ukraine. Right from the
outbreak of the war, prices of coal have increased by 60 percent; prices of natural gas from
Europe have surged by 30 percent; while prices of wheat have risen by no less than 40 percent.
Since early March, prices of Brent crude oil had reached the peak of 10 years of $130 per barrel
due to the UK and US restrictions on Russian oil imports, though prices later came down to
around $110 per barrel. Sanctions placed on financial middlemen have again increased costs
that are linked with tradings that involve Russian oil, though Russia has strove to locate buyers,
which has resulted in Urals crude (the Russian benchmark) trading at a discount of more than
$25 per barrel compared to Brent. The surge in prices of agricultural commodities and other
input like fertilizers have aggravated the adverse effects on the impoverished and vulnerable
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populace. These increments add to earlier spikes in prices right from January 2022, which are
driven by rebounding global demand and weaker-than-expected production among the
Organization of the Petroleum Exporting Countries (OPEC) countries. Inflated costs of energy
have equally increased prices for commodities like aluminium and fertilizers that are energy-
intensive, with industrial commodity inventories, particularly crude oil and tin, reduced
significantly.

The dependence of Europe on Russian energy has made its economy especially vulnerable.
According to Bachmann, Baqaee, Bayer, Kuhn, Löschel, Moll, and Peich (2022), there have been
a 400 percent spike in prices of gas since January 2021, and prices of oil in the euro zone have
doubled as well. In March 2022, it was observed that increments in prices of energy constitute
two-thirds of the 7.5 percent surge in euro area annual inflation; and that has impacted
production costs and purchasing power. Assuming there is a reduction of Russia’s crude oil or
natural gas exports to Europe, there is a tendency that regional prices would spike because
Russian exports contributed more than 35 percent of the euro area’s natural gas imports, over
20 percent of oil imports, and 40 percent of coal imports. Russia equally relies on the euro zone
for its exports, with upto 40 percent of its crude oil and natural gas going to the euro area. If
Russia chooses to divert part of its energy exports to somewhere else, it will be restricted by the
present gas pipeline infrastructure.

Numerous Emerging Market and Developing Economies (EMDEs) depend heavily on Russia and
Ukraine for food and fertilizers. There are many nations who get supply of more than 75 percent
of wheat imports from Russia and Ukraine, particularly in Europe and Central Asia, the Middle
East and North Africa and sub-Saharan Africa [World Bank (2020)]. Also, some countries
normally obtain the supply of a good quantity of corn and seed oils from Ukraine but
unfortunately that has been disrupted by the war. For instance, wheat, majorly produced in
Southern and Eastern parts of Ukraine, has been disrupted by the conflict, most especially as
those areas appear to be epicenter for the war. And spring planting of other essential crops like
corn, barley and sunflowers may also be affected as a result of it. Transportation logistics for
crops in Ukraine are facing some difficulties with a good percentage (say about 90 percent)
passing through Black Sea ports that are presently not active. Back in Russia, the country has
suggested that fertilizer exportation be put on hold. This will impact negatively on the global
food production in that Russia is the largest exporter of fertilizer, who account for 13 percent of
global exports.

On the contrary, there may be short-term benefits from higher commodity prices for net
commodity exporters, particularly those in the energy sector. This effect will appear very
conspicuous in some member states of Organization of the Petroleum Exporting Countries
(OPEC) and other energy exporters, especially in Latin America. This has led to increase in
export and fiscal revenues, although some gains may be offset by prior hedging activities. On
the other way round, non-energy commodities exporters may witness benefits reduction from
higher prices bbecause of increased costs for energy and fertilizers.

The World Food Programme (WFP) (2022) indicator has shown that commodity production
disruption will likely worsen food and energy insecurity. Russia and Ukraine are key exporters of
agricultural commodities, especially to Emerging Market and Developing Economies (EMDEs) in
the Middle East, North Africa (MNA) and sub-Saharan Africa (SSA). The war has affected the
shipping of agricultural products via ports in Ukraine and Russia, and these disruptions are likely



AKSU Annals of Sustainable Development, Volume 4 Number 1, June 2026; ISSN: (P) 3027-0499; ISSN: (E) 3043-4955

Essien Ukpe and Idara-obong Victor 189

to last for some reasonable period.

The protracted war can cause a severe reduction of Ukraine’s agricultural outputin the short
term and also have adverse impacts globally on agricultural production through a surge of the
costs of inputs like fertilizers. Food insecurity can be aggravated particularly due to the limited
supply of wheat globally, thereby making food prices across Emerging Market and Developing
Economies (EMDEs) to increase further. In such a situation, countries that mainly depend on
imported grains and oilseeds are at risk of vulnerability. Imported cereals cconstitutes, over 30
percent of dietary energy in more than 40 countries, including Africa, that are supported by the
United Nations World Food Programme.

Artuc, Falcone, Porto and Rijkers (2022) note that the current Russian-Ukrainian conflict could
seriously exacerbate the already battered economy in which the COVID-19 pandemic and its
economic consequences had raised the number of undernourished people globally beyond 120
million since 2019. Model estimates opine that if high prices for wheat and corn persist, it is
possible that an average household earningsin EMDEs could drop by 1.5 percent, leading to
greater inequality and poverty in many regions (Ukpe, 2012). Also, Mahler, Yonzan, Lanker, Wu
and Yoshida (2022) have opined that about 10 million people could be pushed into abject
poverty with just one percent increase in prices of food. In addition, reduction in oil and gas
exports from Russia could spike energy insecurity across Europe and EMDEs, leading to further
increases in energy prices.

Global Supply Chain Disruption
The military intervention during the Russian invasion of Ukraine will affect diverse sectors by
disrupting supply chains the world over. Russia’s ban on foreign imports, which include its
blockade of waterways and airspace to prevent foreign cargoes passage during the conflict, as
a reciprocal to restrictions placed on itsexports, have brought about outstanding interruptions in
supply chain. These disruptions in return can lead to shortages and increased prices for
imported commodities. Companies are expecting that the block off andbans on trade will end in
the hoarding of supplies thereby sky-rocketing costs. Besides, commercial flights, limitations
near the Ukraine-Russian border and tightened security measures at refugee camps in
neighboring countries will presumably cause disruption of cargo flows and border operations.
Since border officials give priority to processing refugees, cross-border goods and supplies may
face delays or halts, which will aggravate supply chain disruptions as well as hike import prices.

Rising Oil and Gas Prices
Prior to invasion of Ukraine by Russia, prices of energy had been escalating as a result of
diverse factors such as COVID-19 pandemic, restricted energy supplies and rising tensions
between Russia and Ukraine. During that period, there was relative stability in prices of oil, which
ranged between $80 and $95 per barrel. But consequent upon the invasion, there was upsurge
in prices of oil beyond $100 per barrel. This invasion puts European companies and oil
marketers at risk as they may face difficulties in getting energy supplies from Russia, the
world’s second-largest oil producer exporting most of its crude to European refineries.

Moreover, Russia, the largest natural gas supplier to Europe, supplies approximately 40 percent
of its needs. With such an outstanding role in global oil exports, Russia’s invasion is expected to
spark disruptions of energy supply and a continued increase in energy prices. This situation
could be worsened should Russia retaliate with a ban on export supplies of energy to Europe
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and other regions, and this will automatically disrupt energy markets worldwide and further
raise the price. The war could kick oil prices beyond$140 per barrel, possibly dampening global
economic growth and pushing some European and non-European nations into recession. Prices
of gas for households may as well go up because of concerns over possible disruptions of
global energy supply. While the United States could tap into its energy reserves to palliate some
lacunae, it would take sometime to tackle the growing energy demand amidst the current trade
negotiations, all while global energy prices continue to surge.

Effect on Global Stock Markets
The global stock markets witnessed a swift dwindling in share prices due to invasion of Ukraine
by Russias’ investors sought safer assets in response to the escalating war.Table 1 below
shows the lowest trading prices in key stock exchanges when the invasion took place,
highlighting that the most outstanding decline in share prices within the five-day window
(February 18 to February 25) took place on February 24, 2022, the day that the invasion struck. It
also shows that on that day which the invasion occurred, the Dow Jones Industrial Average
crashed by over 100 points, the S&P 500 index declined by more than 250 points, the Euronext
100 index dropped by over 400 points, and the Shanghai Composite index fell by more than 150
points. Moreover, there was a rebound by the stock markets the next day after many countries
had slammed stringent sanctions on Russia.

Table 1: Global stock markets (the lowest price at which stocks were traded during the invasion period
United States United

States
Australia Europe United

Kingdom
South
Africa

China

Dow Jones
Industrial
Average

S&P 500
Index

S&P/ASX
200
Index

Europe
Next 100
Index

FTSE 100
Index

JSE SSE
Composite
Index

Lowest price Lowest
price

Lowest
price

Lowest
price

Lowest
price

Lowest
price

Lowest price

Rising Global Inflation and Cost of Living
Should the war persist, a lot of European countries including Germany and the United Kingdom
will witness increase in the cost of living. For instance, information from the UK Office for
National Statistics shows that inflation in the United Kingdom has already risen to 5.5 percent.
This implies that consumers spend more money on fewer commodities. The war will further
drive up prices for oil, gas, food and food ingredients, resulting to a higher cost of living as
expenses for mortgages, cars and electricity could spike significantly. The effect will equally be
felt by developing nations who rely on energy imports as the cost of energy will be higher. This
could lead to increased pump price of fuel, hike in food costs and more expensive imports, even
when the level of earnings remains unchanged. Such countries will possibly experience higher
inflation resulting in higher cost of living. At the same time, both developed and developing
nations could witness a spike in inflation and cost of living globally.

Other economic effects
Table 2 below illustrates varying economic indicators for February 2022, the month that the
invasion occurred, comparable to January 2022 and highlights measures taken by the central
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bank as a response to the invasion of Ukraine by Russia.

Table 2: Country-specific Economic Consequences after the Invasion in February

Selected
countries Some economic indicators Direction

The
Netherlands

Business confidence dropped to 8.5 points in February 2022 from 9.0 points in January
2022. Negative

Turkey
Economic confidence index declined to 98.2 points in February of 2022 from 100.8 points
in January 2022. Also, manufacturing PMI dropped to 50.4 points in February of 2022 from
50.5 points in January 2022

Negative

Denmark Manufacturing confidence index took a downward turn to -2 point in February 2022 from -1
point in January 2022 Negative

France Annual inflation rate expected to increase to 3.6% in February of 2022 from 2.9% in January
of 2022. Negative

Ukraine The PFTS stock exchange remained closed as a result of the war between Ukraine and
Russia. Negative

Italy Manufacturing confidence index fell to 113.4 points in February 2022 from 113.7 points in
January. Negative

European Union Consumer confidence index in the EU dropped, to 10.20 points in February from -10 points
in January 2022. Negative

Slovakia Consumer confidence index declined by 0.9 points to -22.3 in February 2022 from 21.4 in
January. Negative

Iceland The annual inflation rate in Iceland increased to 6.2 percent in February 2022 from 5.7
percent in January. Negative

Sweden Business confidence index rose to 114.8 points in February of 2022 from 109.9 points in
January Negative

Russia The IHS Markit Russia manufacturing PMI fell to 48.6 points in February 2022 from 51.8
points in January Negative

Kyrgyzstan Central bank increased rate by 150 points to 10% on February 28, 2022 in response to
COVID-19 pandemic, inflationary pressures and rising geopolitical risk in eastern Europe. Negative

Taiwan Consumer confidence index in Taiwan dwindled to 73.19 points in February 2022 from
73.67 points in January 2022 Negative

Myanmar The IHS Markit Myanmar Manufacturing PMI dropped to 47.3 points in February 2022 from
48.5 points in January Negative

Ireland The AIB Ireland Manufacturing PMI fell to 57.8 points in February 2022 from 59.4 points in
January. Negative

Indonesia The IHS Markit Indonesia Manufacturing PMI declined to 51.2 points in February 2022 from
53.7 points in January. Negative

Japan The au Jibun Bank Japan Manufacturing PMI dropped to 52.7 points in February 2022 from
55.4 points in January Negative

Belgium Annual inflation rate roseto 8% in February 2022 from 7.6% in January Negative

Sri Lanka Annual inflation rose to 15.1% in February of 2022 from 14.2% in January Negative
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Belarus
The Central Bank increased refinancing rate by 275bps to 12% on February 28, 2022, to
maintain financial stability and limit risks of rising inflation arising from the sanctions
imposed against its neigbouring Russia.

Negative

Source: Trading economics

Effect on Global Commodity

Table 3 presents the effect of the invasion on prices of goods globally.

Table 3: Effect on Global Commodity

Commodity Economic effect
Natural gas EU natural gas prices reached close to €100 per megawatt-hour.

Oil
Brent crude futures rose close to $100 a barrel on 28th February. Also, WTI crude oil
rose to above $96 a barrel on 28th February after Western nations imposed fresh
sanctions on Russia, raising fears of supply disruptions.

Gold The price of gold almost reached $1,900 an ounce on 28th February
Palm oil Palm oil increased to an all-time high of 6291 MYR/T

Uranium Uranium futures traded at a high price above $46 per pound amid Russia’s threat of
using nuclear energy following the Western sanctions on Russia for invading Ukraine.

Mineral Palladium futures rose to $1834 an ounce due to the ongoing conflict in Ukraine.

Silver Silver futures traded above $24 per troy ounce on February 24th, due to rising demand
for precious metals following the Ukraine conflict

Cocoa
Cocoa futures traded at around $2527 an ounce on 28th February due to lower global
demand and supply constraints caused by Russia’s invasion of Ukraine. Border
closures placed curbs on travel which in turn prevent the sale of chocolate and coffee

Coal
Newcastle coal futures traded at a high price of $274.5 per tonne on February 28 due
to soaring demand for electricity and power, particularly from European countries
affected by the ongoing Russia-Ukraine war.

Source: Trading economics

Other Effects of the War include:

Higher Inflation and Tightening Accelerated Monetary Policy
Increase in prices of food is triggering inflationary pressures and this may speed up tightening
of monetary policy, raise stag flation risk and worsen poverty and inequality situation [Ha, Kose
and Ohnsorge (2022)]. Market-based indicators of long-term inflation expectations are all-time
high in both the United States and Germany.

Though the United States Federal Reserve had earlier made plans for assorted hikes on
interestrate a year before the outbreak of the conflict, it is possible that the inflation upsurge
and expectations result in a more severe monetary policy tightening. The same dynamics may
likely occurin the eurozone and in Emerging Markets and Developing Economies (EMDEs).
Financial situations all over the world had remarkably tightened since February, and tightening it
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further could even make financial stress for EMDEs to be worse given the present vulnerabilities
like high debt levels, large foreign currency-denominated liabilities, substantial short-term debt
rollover needs, and twin deficits in their current accounts and fiscal balances. The most
vulnerable to the financial pressures surge are Emerging Markets and Developing Economies
that import goods and whose credit ratings are lower.

Increased Financial Stress in EMDEs
According to Chuku et. al.(2023),the impacts of the COVID-19 pandemic alongside the invasion
of Ukraine by Russia have brought intensity on the existing debt vulnerabilities in low-income
countries across Latin America, Africa and developing regions in Asia. LME (2022) notes that
the conflict could further depress risk appetite across various Emerging Markets and
Developing Economies (EMDEs), while increase in market volatility could spread into
widespread financial stress. With excessive intraday changes in prices of some commodities
and financial assets, market-specific is at continuing risk of disruptions. As it stands, some big
companies have already faced remarkable margin calls as a result of the nickel market
fluctuations, which prompt cancellations and suspensions of trade.
Financial institutions are likely to encounter very great losses because of unexpected exposure
to Russia, either through leveraged non-bank financial entities or the Russian institutions’ failure
with cross-border implications. More broadly, financial instability could escalate internationally
as increasing investor risk aversion can result in capital flight from EMDEs, currency
devaluations, dwindling stock market values, and higher bond market risk premiums. The fact
that levels of debt are extremely high and the pandemic had dwindled the prospects for long-
term growth; investors may start taking a critical look at how certain countries’ debt can be
sustained.

Conclusion
The invasion of Ukraine by Russia had swift and severe lasting effects on commodity markets
causing a surge on the prices of goods, which regions and businesses who are into production
may stand to benefit from the disruptions.
Moreover, the surging costs for agricultural input, food and energy have created some new
challenges for net-importing regions, supply chains and consumers. Though the long-term
consequences of the warare unpredictable, they could result in the current disruptions and
sustained high prices. The conflict and sanctions imposed on Russia have much impact on
economies the world over, such that emerging markets and developing economies, especially in
Europe, Central Asia and Africa are the worst hit. The war has created adverse impacts which
have spread all over the world, particularly in commodity markets, with economic consequences
causing disruptions in commodity and financial markets, trade, migration and a drop in investor
and consumer confidence.

As a result of their close relationships through trade, finance and migration, countries in Eastern
Europe, the South Caucasus and Central Asia are witnessing very harsh damage economically.
The world food market risks have been intensified because of disruptions to food exports from
Russia and Ukraine, which now results in tighter supplies, unmet demand and higher prices of
commodity. Exports of grains from Ukraine have particularly suffered the damage due to
blockage of Black Sea ports, coupled with restricted choice of routes such as rail, river, or road
transport that are not sufficient to make up for the loss of seaborne shipments.
In the meantime, the priorities in focus, regionally and globally, are humanitarian aid, with
reconstruction efforts to go by as the war recedes. Giving war-torn Ukraine humanitarian
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assistance is the most immediate and pressing priority for the international policy community.

Recommendations
Based on the findings from the research, the following recommendations are made:

i.) A concerted national, regional and global response is necessary to tackle and proffer
solution to the conflict. There is need for the international community to wade in and
assist with humanitarian aid as well as join hands in giving support to refugees
displaced by the war.

ii.) As the global community offers political support to Ukraine to assist in alleviating the
impact of Russian invasion, it should as well push for negotiations between the two
countries as it concerns Ukraine’s potential NATO membership.

iii.) In case Russia remains adamant against Ukraine’s NATO membership, it should consent
to full militarization of Ukraine in order to enhance its self-defense.

iv.) Also, Russia should be committed to respecting the sovereignty of Ukraine in
consonance with the universal principles of non-interference and non-intervention.

v.) The United States of America should recognize and respect Eastern Europe as part of
Russia’s sphere of influence.

vi.) On an international level, policymakers should avoid enacting policies that distort
markets in response to rising commodity prices. Instead, they should focus on providing
targeted aid to vulnerable nations and strengthening social safety nets.
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