


The conflict in Ukraine is resulting in a significant humanitarian catastrophe. It is believed that more than 12 million people have been uprooted from their homes, and more than 13 million have an immediate need for humanitarian aid. The economy of Ukraine is now in a condition of complete collapse. Any traumatic experiences endured by the populace will have long-lasting repercussions.
The battle is causing rippling effects to be felt all around the world via a variety of different routes, such as commodities markets, commerce, financial flows, displaced people, and market confidence. A significant influx of migrants will place a strain on the basic amenities available in the surrounding area. The harm done to Russia's economy will have a negative impact on remittance flows to a number of nations in the region. The area economy will see slower development as a result of disruptions to regional supply chains and financial networks, as well as increased investor perceptions of risk. 
The conflict has significantly damaged the near-term prospects for the economy of the whole world. The first effect on the economy of the whole world has been felt most strongly in the commodities markets. The prices of several goods that are supplied by Russia and Ukraine, such as energy, wheat, fertilisers, and other metals, have skyrocketed in recent weeks. The growing costs of food and energy are worsening poverty and, in some circumstances, food insecurity, as well as intensifying inflationary pressures that were already developing in many emerging market and developing countries (EMDEs). The heightened uncertainty and geopolitical tension have both contributed to the volatility nature of the financial markets. A significant number of EMDEs that are net importers of commodities have seen capital outflows and significantly increased borrowing rates. The anticipated tightening of monetary policy in advanced economies has also picked up speed, which has increased EMDE countries' susceptibility to financial stress. 
Should it go on for an extended period of time, the conflict has the potential to further undermine global confidence and growth, exacerbate food poverty, and raise financing costs as well as the possibility of financial crises in certain EMDEs. It could also make policy uncertainty worse and lead to the fragmentation of global trade and foreign investment networks, which are channels that in the past have played an essential role in supporting economic growth, the reduction of poverty, price stability, and the assurance of adequate supplies of energy and food. These dangers might become much more severe if persistent vulnerabilities, such as excessive debt and limited stockpiles of certain commodities like wheat and oil, continue to exist. Because of the interconnectedness and reciprocal amplifying nature of these risks, it is possible that they will bring about a difficult landing for the global economy.
In order to lessen the impact of the conflict on people's lives, their ability to make a living, and economic development, we will need policies that are precisely calibrated. It will need a concentrated effort to shelter refugees, provide for their fundamental needs, and facilitate refugees' seamless absorption into the communities that are hosting them. When the fighting stops, a significant amount of resources will need to be gathered in order to begin the process of rebuilding in Ukraine. Price increases for food and other necessities may cause governments to feel pressured to consider enacting price control and subsidy programmes, despite the fact that doing so may have unintended negative consequences. Instead, safety net measures that are adjusted right may shield disadvantaged populations from dramatically rising consumer costs. It is possible for monetary and financial authorities to communicate transparent measures that are data-dependent in order to bring inflation under control while simultaneously enhancing macroprudential frameworks in order to protect against financial stress. Reforms to enhance business climates, develop human capital, and raise productivity are required if they are to have any hope of offsetting the harm that will be done to long-term growth, especially that which will be caused by interruptions to global trade and investment networks. In view of the long-term damage that the pandemic has caused to the process of human capital building, these policy actions take on an even greater level of significance. 
Introduction 
Both Russia and Ukraine are significant exporters of a variety of different goods. Because of this conflict, the prices of key commodities have seen significant spikes as well as increased volatility. Wheat is the most widely traded agricultural commodity in the world. Russia is the greatest exporter of wheat in the world, accounting for 18 percent of total exports. Ukraine contributes for another 7 percent. In addition, Russia is the world's leading exporter of natural gas (with a market share of 25 percent), palladium (with a share of 23 percent), nickel (with a share of 22 percent), and fertilisers (14 percent). In addition, it is responsible for 18 percent of the world's coal exports, 14 percent of platinum exports, 11 percent of crude oil exports, and 10 percent of refined aluminium exports. Ukraine is the fourth largest exporter of corn, accounting for 13 percent of global exports, and is the largest exporter of seed oils that are primarily used in cooking, accounting for two-fifths of global production. Ukraine is also the largest exporter of seed oils that are primarily used in cooking, accounting for two-fifths of global production. In addition, Ukraine generates up to half of the world's neon gas, which is an essential component in the fabrication of computer chips. 
Literature Review 
Countries all over the globe are only beginning to recover economically from the effects of the COVID-19 epidemic. The recent 2022 Russia war on Ukraine might make the situation much worse as global markets may experience yet another surge in commodity prices and "supply chain chokeholds." It is often acknowledged that Russia is the "world's greatest supplier of wheat," and when combined with Ukraine, the two nations account for over one-fourth of the total amount of wheat exported worldwide (Cohen & Ewing, 2022). 
As was the case in the United Kingdom and many other countries across the globe, analysts believe that European nations will see increased rates of inflation and a disruption in their supply chains in 2022 as a direct result of Russia's invasion on Ukraine. If Saudi Arabia were to refuse to release more oil supplies to augment those of Russia in the event that Russia's exports fell, this would have a significant influence on the price of the commodity on a worldwide scale (Lanktree, 2022). The majority of the "public debate on the crisis has portrayed European governments as divided, weak, and absent," according to a report that is due to be released in 2022 by the European Council on Foreign Relations (ECFR), which suggests that the way Europeans think about their own safety would undergo a significant transformation as a result of Russia's attack on Ukraine (Krastev & Leonard, 2022). Not only is Russia the country that ships the most natural gas and oil across the globe, but it is also the country that ships the most of these commodities to Europe (Bhattarai et al., 2022). Top EU financial experts have said that despite the fact that Russia's present war on Ukraine may slow down economic development in the EU due to increased energy costs and lost business confidence, the "European Union is ready for it" (Thomas & Strupczewski, 2022). These authors also recommend that even though it would be expensive for Russia, Russia (a major energy exporter to the EU) might respond to EU sanctions by restricting oil, gas, and coal exports to the EU. This would consequently lead to higher prices on these commodities, uncertainty, and a decrease in consumption. About a quarter of Europe's oil and over half of its natural gas are imported from Russia. These countries depend on Russia for their supply (Wiseman, 2022). 
A statement made by the head of the European Central Bank, Christina Lagarde, was as follows: "What we know is that the two main channels through which the economy of the euro area will be affected will be through energy, prices, and confidence or the uncertainty channel; not so much through trade, which is limited between Russia and the euro area... Continued uncertainty is likely to act as a drag on both consumption and investment, which will slow down overall economic growth (Thomas & Strupczewski, 2022). The price of natural gas in Europe is approximately six times higher than it was at the beginning of 2022 due to Russia's recent attack on Ukraine leading to a 20 percent rise in natural gas prices, thus increasing inflation and bulging utility bills. In the United States, the price of natural gas is about the same as it was at the beginning of 2022. (Wiseman, 2022). An economic growth curve for all EU countries using the euro could drop to 4.0 percent by the end of 2022, according to a forecast by the European Commission. This is lower than the 4.3 percent that was predicted in November 2021, and this current forecast is even more uncertain as a result of Russia's attack on Ukraine. Covid-19, supply chain limitations, and the rise in energy prices (inflation) are all factors that could contribute to this drop (Thomas & Strupczewski, 2022). According to the same source, the chief economist of Berenberg bank said that "the drag from rising prices and the negative confidence impact may cut real GDP growth in the eurozone from 4.3 percent to 3.7 percent for 2022." (Wiseman, 2022). 
Consequences for Both Russia and Ukraine 
The conflict in Ukraine has resulted in a significant escalation of the country's humanitarian disaster. There has been severe damage to urban areas in many parts of the country, as well as severe disruptions to maritime, road, and rail transit. Additionally, vital economic and social service infrastructure, such as power generation, digital infrastructure, bridges, and ports, has been destroyed or rendered inoperable. Nearly six million people in Ukraine have little or no access to clean water as of the end of the month of March. As of the middle of April, it is believed that over 12 million people had been forced to leave their homes, and an equal number of people, particularly the elderly and the sick, had an immediate need for humanitarian help (UNHCR 2022). Additionally, the conflict is having a significant impact on human capital. It is anticipated to have an especially severe effect on children as a result of an increase in hunger and stunting, a reduction in the number of years spent in school, and worse results in the labour market (Akresh, Caruso, and Thirumurthy 2022; Acosta et al. 2020). 
The Ukrainian government has implemented emergency financial measures (such as capital controls and banking sector restrictions) and announced tax deferrals in order to support the economy and alleviate pressures on foreign exchange reserves and banks, all while meeting all of its domestic and external debt obligations in full. These precautions have assisted in avoiding a complete breakdown of the financial system. As a result of the destruction of a significant portion of the production infrastructure and the closure of enterprises brought on by the conflict, several regions in Ukraine are now incapable of supporting any kind of economic activity. Damage to transit routes has made transportation of goods by land more difficult, and Ukraine's inability to reach the Black Sea has halted all seaborne trade. Seaborne commerce accounts for half of Ukraine's total exports, therefore this disruption is devastating for the economy. According to the Europe and Central Asia Update that was just issued by the World Bank, the conflict is projected to bring about a reduction in production that will be equivalent to a reduction of almost 45 percent of GDP in the year 2022. (World Bank 2022b). The projections are based on the assumption that the conflict would go for many more months, but that it will be confined to the same geographic regions where it is now taking place. In the future, Ukraine will need significant financial help from the outside world, and its debt will most likely need to be modified in order to enable a strong rebuilding and recovery and to ensure economic sustainability. 
Prices of financial assets have fallen dramatically in Russia, and it is anticipated that the country's economy will continue to be vulnerable to financial instability for the foreseeable future. The yields on Russian debt denominated in dollars have skyrocketed, while trading on the Moscow Stock Exchange was halted between the 25th of February and the 24th of March as a result of steep declines in share prices. The trading of Russian assets has also been prohibited on a significant number of foreign exchanges. For example, in the beginning of March, Deutsche Boerse halted all trading in Russian securities until further notice and placed a complete ban on trading in Russian securities. The value of the ruble dropped by as much as 40 percent in just two weeks after the start of the war, but it has since substantially rebounded as capital controls have been imposed. The Russian authorities have taken numerous steps to prevent foreigners from selling ruble-denominated assets or hard currency outside of the country. This has resulted in the ruble's value recovering substantially. Late in February, the CBR increased its policy interest rate by 10.5 percentage points, bringing it to 20 percent. On April 8th, as pressures on the ruble eased, the CBR lowered it to 17 percent from the previous level of 20 percent. This was done to help limit the ruble's depreciation and the subsequent inflation. At the end of March, the Russian government declared that beginning in April, all European energy imports will be required to have their bills presented in rubles. The nations of Europe have fought against the modification of the payment conditions that was suggested, and it is now unknown whether or not it will be imposed. 
It has been determined that Russia has a credit rating of "selective default," and the pricing of credit default swaps imply that there is a high likelihood of future sovereign default. In April, Russia attempted to service its international debt in rubles rather than dollars, in response to actions taken by the United States government to block Russian debt service payments made from dollar accounts held with U.S. financial institutions. This attempt led to an increase in the likelihood of a default by a sovereign nation. After then, S&P Global Ratings gave Russia a rating called "selected default," which indicated that it was doubtful that the ruble payments would be converted to dollars during a grace period of 30 days beginning on April 4th, 2022. (Govind 2022). On April 11th, a creditor committee decided that Russian Railways had defaulted on participation notes in a loan denominated in Swiss francs. This was the first instance of an international default by a Russian business since the beginning of the conflict (Strohecker and Do Rosario 2022). 
Since the imposition of sanctions causes a precipitous drop in domestic demand, high-frequency economic indicators indicate to a severe slowdown in economic activity in the month of March, with the composite PMI plunging further into negative territory. Along with the initial devaluation of the ruble and supply constraints, inflation skyrocketed, jumping from 9.2 percent (year over year) in February to 16.7 percent (year over year) in March. When opposed to earlier predictions, which anticipated a growth of 2.4 percent, it is anticipated that Russia's GDP would decrease by almost 11 percent during the whole of this year (World Bank 2022b). The departure of many multinational corporations from Russia and a sharp deterioration in the outlook will cause investment to dry up, while the pressure on households caused by rapidly rising prices and declining incomes will weigh heavily on consumption; this will only be partially offset by the support provided by fiscal policy. The precipitous drop in demand, along with export prohibitions against Russia, will lead to an improvement in the situation with regard to funding from outside sources. Nevertheless, the interruption of imports has already caused a halt in local output, which can be seen in industries such as the automotive and aerospace industries. It is anticipated that the announced restrictions and cutbacks in purchases of Russian oil and gas would lead to a small dip in exports this year. This prediction is based on current market conditions. It is now illegal to ship important high-tech commodities, such as software and semiconductors, to Russia, which would deprive the nation of essential inputs and worsen supply chain instabilities already present in Russia. The present package of sanctions will have a long-lasting detrimental impact on Russia by reducing oil output as a result of the departure of international oil corporations, a reduction in investment, and limited access to foreign technology. This will happen as a direct result of the sanctions.
Affect on the European Union 

Because of their extensive economic ties to Russia and, to a lesser degree, Ukraine, a number of nations' economies in Europe and Central Asia (ECA) have been hammered especially hard in recent years. Eastern Europe, the South Caucasus, and Central Asia have particularly strong ties to one another because to their robust commerce, remittance, commodity, and confidence networks (figures 2.B and 2.C). A sharp slowdown in Russia and Ukraine will have an impact on countries that are nearby as a result of disruptions to trade, financial, and remittance flows; the severing of supply chains and transport links; the impacts on digital connectivity and associated services; and investors' increased risk perceptions. The increased cost of energy is having a significant negative impact, both directly and indirectly, on the financial sustainability and accessibility of heating and power services. Many Central Asian economies, like Tajikistan and the Kyrgyz Republic, rely heavily on remittances sent from Russia as a primary source of foreign income. It is anticipated that the actual value of remittances from Russia would significantly decrease as a consequence of the combination of decreased economic activity and a weakening currency. Both Russia and Ukraine, to a lesser degree, are key export destinations for various economies in the ECA area, and Russian and Ukrainian visitors are a vital source of revenue for several nations in the region. In general, economic growth in ECA without Russia and Ukraine is projected to decelerate dramatically, falling from 7.8 percent in 2021 to 2.2 percent in 2022. (World Bank 2022b).
The costs of commodities like energy and food have skyrocketed recently. There has been a significant rise in the cost of goods for which Russia and Ukraine are primary suppliers. Since the beginning of the war, the price of coal has increased by sixty percent, the price of natural gas in Europe has increased by more than thirty percent, and the price of wheat has increased by almost forty percent. Prices for a barrel of Brent crude oil hit a 10-year high of $130 at the beginning of March as a result of the United Kingdom and the United States banning oil imports from Russia; however, prices eventually decreased to be close to $110 per barrel. The price range has been exceedingly unpredictable, with very big intraday swings and, in the case of oil, changes in futures curves. As a result of sanctions imposed on financial intermediaries, the settlement of transactions involving Russian oil has become more expensive. As a consequence of this, Russia has had a difficult time finding customers for its oil, and as a result, the price of Urals, which is the Russian benchmark, has been trading at a discount of more than $25 a barrel in comparison to Brent. As was said previously, it is especially harmful that there has been a rise in the price of agricultural commodities and associated inputs such as fertilisers. This is because these price increases have a multiplicative effect on low-income families and other vulnerable populations.
The recent spike in the cost of commodities follows a string of significant price hikes dating back to January 2022. The overall increase in prices has been driven in part by geopolitical risk premia, but it has also been driven in part by the rising demand for commodities that has occurred as a result of the recovery of the global economy. The production of nations that are members of OPEC and its allies has also been lower than anticipated. Prices of other goods that need a lot of energy, such as fertilisers and aluminium, have increased as a direct result of the rising cost of energy. The number of stocked industrial commodities has seen a precipitous decline, notably that of crude oil and tin.
The vulnerability of the European economy is a direct result of its dependency on Russia for energy. Since January 2021, the euro area has been forced to contend with a four-hundred-percent rise in the price of gasoline and a doubling in the price of oil. The rise in energy prices is responsible for approximately two thirds of the increase in annual inflation in the euro area that was 7.5 percent in March 2022. This is having a negative impact on both production costs and buying power in the euro area. In the event that Russia reduced its crude oil and/or natural gas shipments to Europe, prices in the region would increase even more. This is because Russian exports account for more than 35 percent of the euro area's imports of natural gas, more than 20 percent of oil, and 40 percent of coal (Bachmann et al. 2022). In addition to being reliant on the euro area for its exports, Russia is also dependent on the euro region for the destination of around 40 percent of its crude oil and natural gas. Existing pipeline infrastructure will limit Russia's ability to reroute part of its natural gas and oil exports to other countries, despite the possibility that Russia may someday be able to do so.
More than seventy-five percent of the wheat that is imported into several nations comes from Russia and Ukraine. This is notably true in ECA, MNA, and SSA. In a similar vein, a significant portion of the maize and seed oils imported into some nations come from Ukraine. Wheat production in Ukraine is heavily concentrated in the South and East of the country, which is also where the conflict is at its most intense. The spring planting season for other important crops like corn, barley, and sunflowers is anticipated to be partially disrupted as a result of the conflict. The logistics around the shipping of crops also continue to be problematic; over ninety percent of Ukraine's grain commerce goes via ports on the Black Sea that are not now operating. Russia is the biggest exporter of fertilisers, accounting for 13 percent of worldwide exports, and has suggested that fertiliser factories suspend shipments of fertiliser. This would impede food production in certain regions of the globe since Russia is the greatest exporter of fertilisers. 

On the other hand, countries that are net exporters of commodities, notably energy, may be able to gain in the short term from increased commodity prices. The impact is expected to be most significant in some countries that are members of the Organization of Petroleum Exporting Countries (OPEC) and other countries that are energy exporters, particularly in Latin America. These countries will experience increased exports and governmental revenues, despite the fact that previous hedging activity may mitigate some of the windfall. However, for other companies that export goods that aren't related to the energy industry, the advantages of higher pricing will be offset by higher input costs related to things like energy and fertiliser.
Conclusion
The struggle between Russia and Ukraine in 2022 may be summed up by what Antony Blinken, the Secretary of State of the United States of America, had to say about it: "it's greater than a fight between two nations. It is more extensive than both Russia and NATO together. Because it is an issue with global repercussions, it calls for the attention and participation of people all around the world (U.S. Department of State, 2022). In his address on March 8, 2022, President Biden remarked, "Russia's aggression is costing us all, and it's no time for profiteering or price gouging." One may get a sense of the worldwide severity of this battle from President Biden's words (The White House, 2022). Several articles have been written on the effects of the conflict between Russia and Ukraine on both countries, but the emphasis has been placed mostly on Russia because of the severe global financial sanctions that are now hurting its economy. As a result, in order to diverge from the general trend of write-ups, the primary focus of this investigation is on the economic impact that the recent war between Russia and Ukraine had on major economic actors around the world, particularly those who have imposed severe financial sanctions on Russia, such as the European Union. When looking at this issue through the perspective of political philosophy, we tried to understand its roots by using two different theories: the Social Contract Theory and the Interest Group Theory. It is clear that each party—Russia, Ukraine, and NATO—wants to protect the lives and possessions of its residents and members (in accordance with the Social Contract Theory), but their policies are working against each other and compromising one other's goals (Interest Group Theory). Russia is put in a precarious position because of Ukraine's desire to join NATO. Russia "has repeatedly veered away from accords that have preserved the peace throughout the continent for decades," and Ukraine's desire to join NATO is a danger to Russia. According to the words of Antony Blinken, "it continues to take aim at NATO, a defensive, voluntary organisation that protects over a billion people throughout Europe and North America, and at the guiding principles of international peace and security that we all have an interest in protecting" (U.S. Department of State, 2022). This opposition resulted in an assault by Russia on Ukraine in February 2022, which was then followed by the imposition of significant global financial sanctions against Russia by key economic players from across the world. Even though these sanctions would have a devastating effect on the Russian economy, their repercussions would be felt all over the world. The previous pieces of literature that were examined make it abundantly clear that this crisis would result in higher inflation, a reduction in household consumption as a result of higher prices (oil, gas, wheat, and minerals), disruptions in the supply chain, uncertainty, economic growth impediments, a reduction in investment, and stock swings across the globe and in Europe in particular because both countries are significant exporters to Europe. It is therefore important for policymakers in these countries that significantly rely on Russia for vital commodity imports to begin negotiations on alternative means of survival in the event that Russia decides to react by punishing the west by placing restrictions on exports. If possible, it is also important for these policymakers to begin sponsored "inhouse" production of such vital commodities. If this is not possible, it is important for policymakers in these countries to begin negotiations on alternative means of survival. It is important to note that the scope of this analysis is restricted to the economic effects that the Russia-Ukraine conflict has had on the economies of the United States, Canada, the United Kingdom, and the European Union. The political or social-cultural repercussions of this crisis might be the subject of further investigation.



