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Russia-Ukraine: How does it change the outlook?




Russia-Ukraine: Three scenarios

Supply shock (exc. gas)

Lengthy supply shock (inc. gas)

Rapid trade re-alignment

Scenario

Description

Europe
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Fed
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(BASE)

Energy and commodity price spikes, with
some physical supply disruptions

Sanctions and self-sanctioning leads to significant
reduction in oil, some gas (LNG), and other commodity
imports from Russia. Prices are persistently elevated,
w ith supply disruptions lasting around one year , until
alternative supplies are secured.

Much higher inflation (1.5-2pp higher than prior base),
driven by energy (inc. electricity) prices primarily but
also metals, food. Inflation surge hurts household
purchasing pow er, w eighing on consumption. Price
spikes/supply disruptions lead to periodic industry
stoppages. Government support partly offsets
economic fallout, but cannot offset physical supply
disruptions. GDP grow th is 1-1.5pp low er than prior
base case.*

Inflation c.2pp higher than prior base, with grow th 0.5-
1pp lower.

Delay to rate hikes, with asset purchases potentially
continuing for longer

Rate hikes follow base case, with upside risks to
tightening

-Risk sentiment: Cautious

-Bund/US Treasurys rangebound for the coming
months

-EUR/USD: Move to 1.0 or perhaps below

Energy (2022-23 averages)
Brent: USD 110-130/bbl
WTI: USD 105-125/bbl

TTF (m+1): 130-150/MWh
TTF (y+1): 80-100/MWh

(NEGATIVE)

Complete Russian oil & gas supply cut-off;
prolonged, widespread supply disruptions

As in the base case, but Russian oil and gas supply
is completely cut-off, either through official
embargoes or Russian retaliation to sanctions. Trade
re-alignment takes longer, leading to more persistent
supply disruptions of up to two years .

Even higher inflation, with gas cut-off leading to
government rationing measures that prioritise
households and critical industries. Pressure on
supply chains and shipping leads to trade flow
realignment taking much longer, leading to more
prolonged industry stoppages. All of this w eighs on
GDP, perhaps leading to a technical recession.

Inflation even higher, with grow th 2pp low er vs prior
base. Risk of a technical recession

Could step up asset purchases to stem spread

w idening, but high inflation a significant barrier to
further easing

Rate hikes could be slow ed in case of recession, but
depends on precise grow th/inflation mix

-Risk sentiment: Very negative
-Bund yields sharply low er/UST low er
-BEUR/USD: Potentially tow ards 0.82 (all-time low )

Energy (2022-23 averages)
Brent: USD 130-160/bbl
WTI: USD 125-155/bbl

TTF (m+1): 150-200/MWh
TTF (y+1): 100-150/MWh

(POSITIVE - low probability)
Commodity prices remain elevated, but rapid
trade flow re-alignment leads to earlier end to

supply disruptions
Trade flow s realign more quickly, shortening
disruption to energy and other supplies to around 6
months . The US and perhaps some OPEC countries
raise oil output to fill the gap left by Russia, and/or
Russian oil is bought by eg. China, freeing non-
Russian supply to go to Europe. Same applies to other
commodities.

Inflation is still 1.5-2pp higher than prior base, but
negative grow th effects are less pronounced, with
only limited industry stoppages. Grow th quickly
rebounds once supply disruptions ease.

Inflation 1-1.5pp higher than prior base, grow th 0.3-
0.5pp low er

APP to eventually end this year, with rate hikes
follow ing soon after

Rate hikes follow base case, with upside risks to
tightening

-Risk sentiment: Improving
-Bund/UST yields rise
-BEUR/USD: 1.07 until signs of easing disruptions

Energy (2022-23 averages)
Brent: USD 80-110/bbl
WTI: USD 75-105/bbl

TTF (m+1): 75-100/MWh
TTF (y+1): 50-70/MWh



Russia is a commodities powerhouse
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Commeodity (agri: 2022, metals: 2021)

Russia

Global

Share

World
rank

- Wheat (production, mln tons) 75 781 10% 3

wheat export (mln tons) 33 197 17% 1
- Corn (production, min tons) 15 1203 1% 10

corn export (mln tons) 3 177 29 5
- Barley (production, mln tons) 18 146 12% 1
- Soybean (production, mln tons) ] 353 1% B
- Bauxite (mine production}™® 3100 140000 2% 5

reserves bauxite® 500000 32000000 2% 7
- Nickel {mine production)** 250000 2700000 9% 3
- Lead (mine production)® 210 4300 5% 4
- Gold (mine production)** 300 3000 10% 3
- Silver (mine production)** 1300 24000 3% 5
- Palladium {mine production)*** 74000 200000 37% 2
- Platinum {mine production)®** 15000 180000 11% 2

reserves share (Platinum Group Metals)*** 4500000 70000000 6% 2
- Steel (raw steel)**** 73 1500 4% 5
- Iron ore (mine production, usable ore)* 100000 2600000 4% 5

reserves crude iron ore® 14000 150000 B% 3
- Graphite {mine production)** 27000 1000000 3% 4
- Cobalt (mine production)** 7600 170000 4% 2
- Vanadium (mine production)** 15000 110000 17% 2
- Titanium (sponge production)®* 27000 210000 13% 3
- Potash™ 9000 46000 20 2

2022 Ukraine  Global Share World
rank
- Wheat (production, min tons) 33 781 4% 6
wheat export (min tons) 25 197 12% 4
- Corn (production, min tons) 40 1203 3% 5
corn export (min tons) 32 177 18% 3
- Barley (production, min tons) 10 146 7% 3
- Soybean (production, min tons) 3 353 1% 9
Source: International Grains Council
2021 Ukraine  Global Share World
rank
- Alumina (refinery production)* 1700 140000 1% 11
- Graphite (mine production)** 17000 1000000 2% 6
- Titanium mineral concentrates: IImentite* 430 8400 5% 7
- Titanium mineral concentrates: Rutile* 13 630 2% 6
- Titanium & titanium dioxide** 5400 210000 3% 5
- Iron ore (mine production, usable ore)* 81000 2600000 3% 6
- Steel (raw steel)**** 21 1900 1% 12
- Magnesium metal (smelter production)* 10 950 1% 7
- Manganese (concentrate)* 670 20000 3% 5
- Nitrogen (fixed) - ammonia* 2300 150000 2% 13
- Silicon production*® 49 8500 1% 14

*data in thousand metric tons
*=*data in metric tons
*+*data in kilograms

million metric tons
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Source: USGS
*data in thousand metric tons

**data in metric tons
***data in kiloarams
****million metric tons



Important information
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This material has been generated and produced by a Fixed Income Strategist (“Strategists”). Strategists prepare and produce trade commentary, trade ideas, and other analysis to support the
Fixed Income sales and trading desks. The information in these reports has been obtained or derived from public available sources; ABN AMRO Bank NV makes no representations as to its
accuracy or completeness. The analysis of the Strategists is subject to change and subsequent analysis may be inconsistent with information previously provided to you. Strategists are not part of
any department conducting ‘Investment Research’ and do not have a direct reporting line to the Head of Fixed Income Trading or the Head of Fixed Income Sales. The view of the Strategists may
differ (materially) from the views of the Fixed Income Trading and sales desks or from the view of the Departments conducting ‘Investment Research’ or other divisions

This marketing communication has been prepared by ABN AMRO Bank N.V. or an affiliated company (‘ABN AMRO’) and for the purposes of Directive 2004/39/EC has not been prepared in
accordance with the legal and regulatory requirements designed to promote the independence of research. As such regulatory restrictions on ABN AMRO dealing in any financial instruments
mentioned in this marketing communication at any time before it is distributed to you do not apply.

This marketing communication is for your private information only and does not constitute an analysis of all potentially material issues nor does it constitute an offer to buy or sell any investment.
Prior to entering into any transaction with ABN AMRO, you should consider the relevance of the information contained herein to your decision given your own investment objectives, experience,
financial and operational resources and any other relevant circumstances. Views expressed herein are not intended to be and should not be viewed as advice or as a recommendation. You
should take independent advice on issues that are of concern to you. Neither ABN AMRO nor other persons shall be liable for any direct, indirect, special, incidental, consequential, punitive or
exemplary damages, including lost profits arising in any way from the information contained in this communication. Any views or opinions expressed herein might conflict with investment research
produced by ABN AMRO.

ABN AMRO and its affiliated companies may from time to time have long or short positions in, buy or sell (on a principal basis or otherwise), make markets in the securities or derivatives of, and
provide or have provided, investment banking, commercial banking or other services to any company or issuer named herein. Any price(s) or value(s) are provided as of the date or time indicated
and no representation is made that any trade can be executed at these prices or values. In addition, ABN AMRO has no obligation to update any information contained herein. This marketing
communication is not intended for distribution to retail clients under any circumstances.

CONFLICTS OF INTEREST/ DISCLOSURES

This report contains the views, opinions and recommendations of ABN AMRO (AA) strategists. Strategists routinely consult with AA sales and trading desk personnel regarding market information
including, but not limited to, pricing, spread levels and trading activity of a specific fixed income security or financial instrument, sector or other asset class. AA is a primary dealer for the Dutch
state and is a recognized dealer for the German state. To the extent that this report contains trade ideas based on macro views of economic market conditions or relative value, it may differ from
the fundamental credit opinions and recommendations contained in credit sector or company research reports and from the views and opinions of other departments of AA and its affiliates.

Trading desks may trade, or have traded, as principal on the basis of the research analyst(s) views and reports. In addition, strategists receive compensation based, in part, on the quality and
accuracy of their analysis, client feedback, trading desk and firm revenues and competitive factors. As a general matter, AA and/or its affiliates normally make a market and trade as principal in
securities discussed in marketing communications.

ABN AMRO is authorised by De Nederlandsche Bank and regulated by the AFM for the conduct of business in the Netherlands and the FCA for the conduct of UK business. Copyright 2022 ABN
AMRO. All rights reserved. This communication is for the use of intended recipients only and the contents may not be reproduced, redistributed, or copied in whole or in part for any purpose
without ABN AMRO's prior express consent.

This material was prepared by the ABN AMRO Bank N.V. Group Economics Department and is not the product of ABN AMRO Securities (USA) LLC. Itis not a research report, should not be
construed as such, and is not subject to the independence and disclosure standards applicable to research reports
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