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ANALYSIS OF CHANGES IN THE WORLD ECONOMY CAUSED
BY THE RUSSIAN-UKRAINIAN WAR

Victoria O. Shcherbachenko', Anastasiia V. Teslyk®

The Russian invasion of Ukraine caused a number of negative consequences for both Ukraine and the world economy in general.
Among them is a significant humanitarian catastrophe, the growth of emigration, the impoverishment of the population, as well as the
growth of the global food crisis. The purpose of the article is to analyze the impact of the Russian-Ukrainian war on the world economy
and outline the changes that occurred as a result of armed aggression in the system of international economic relations. To achieve
the goal, the authors conducted a thorough analysis of current scientific publications and statistical data on the forecast of the level of
inflation due to the Russian-Ukrainian war in 2022 and 2023 by global regions; the arrival of world food from Ukraine and Russia in
the pre-war period; compared food price indices for 2020-2022. It was determined that global food prices had risen even before the
full-scale invasion of Ukraine due to the impact of the COVID-19 pandemic on supply chains, but Russian aggression caused prices to
rise to their highest levels in recent years. Although the value aspect is stabilizing, there is a threat of an intensification of the crisis due
to the effect of sanctions against Russia, further destruction of infrastructure in Ukraine, relatively lower capacity of the grain corridor,
uncertainty of Ukrainian farmers regarding further activities and lands unsuitable for growing crops due to the Russian invasion.
The countries most dependent on wheat imports from Ukraine were identified, including African countries, Moldova, Pakistan, Israel,
and others. In addition to the direct impact on agricultural production and exports, the war affects the trade in fertilizers and minerals
(oil, gas). In addition, there is a need to build new logistics chains due to the closure of airspace and blocking of ports. The next
negative trend in the world economy, caused by the Russian-Ukrainian war - fluctuations in energy prices is one of the key factors of
changes in the world economy, in particular due to the fact that the export of energy goods makes up a much larger share of world
trade than food. Russia's invasion of Ukraine and the subsequent international response in the form of sanctions have caused another
negative shock and disruption to the global economy, with immediate consequences for foreign direct investment (FDI) and other
capital flows. The trends in the field of world tourism, which suffered significant losses due to the pandemic in 2020, as well as after the
full-scale invasion of Ukraine by Russia on February 24, 2022, are studied.
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Formulation of the problem. The years of Russian
aggression in the east of Ukraine, as a result of which
about 14,000 people died, 1.5 million citizens became
internally displaced persons, and 2.9 million people needed
humanitarian assistance, created a difficult humanitarian
situation. In February 2022, Russia exacerbated the crisis
by launching a full-scale war [1]. As a result, a third of
Ukrainians were forced to leave their homes: more than
7.4 million people left Ukraine [2], and about 7 million
were displaced within the country. Another approximately
13 million citizens are in the affected areas or cannot leave
due to the Russian occupation, damaged infrastructure or
increased threat to life [3]. These data indicate the biggest
refugee crisis since the Second World War. However, in
addition to exacerbating the humanitarian crisis, Russia's
invasion led to faster and more tangible shifts in the world
economy.

Analysis of the recent research and publications.
Due to the importance of the topic of the Russian-Ukrai-
nian war on a global scale, scientific discourse pays great
attention to the impact of armed aggression on the world

economy. The economic cost of a full-scale invasion of
Russia into Ukraine was studied by Ya. Liadze, K. Mac-
chiarelli, P. Mortimer-Lee, and P. Sanchez Juanino [4].

Appealing to the critical impact of the Russian invasion
on the global food supply chain, scientists Amat Nasir M.,
Dvi Nugroho A. and Lackner Z. write in their article about
the danger to global food security [5].

The Russian-Ukrainian war caused a wave of rapid
changes with consequences that have a huge social and eco-
nomic impact. Researchers P. Pereira, V. Zhao, L. Simochko,
M. Inacio, I. Bohunovych, and D. Barcelo consider in their
work how the invasion poses a serious threat to the achieve-
ment of the UN Sustainable Development Goals [6].

Intense fighting on the territory of Ukraine has, in
addition to human casualties and a humanitarian crisis, an
impact on the surrounding natural environment. In their
work, scientists P. Pereira, F. Bashych, 1. Bohunovych and
D. Barcelo substantiated the effect of Russian aggression
on global and regional ecosystems [7].

Dependence on export goods from Ukraine and
Russia immediately after the outbreak of a full-scale war
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created a number of problems for importers, who were
unable to replace the products they needed. Inflationary
pressure, sanctions and global economic consequences
were described in a study by scientists H. Saridakis,
Alexius K., Hossein R., and Satnarine-Singh N. [8].

The impact of the Russian-Ukrainian war on world
financial markets was investigated in the work of scientists
Izeldin M., Muradoglu Y. G., Pappas V., Petropoulos A.
and Sivaprasad Sh. [9]. In their work, the reaction of Euro-
pean and world stock markets to the invasion of the Rus-
sian Federation in Ukraine was analyzed and compared
with the COVID-19 pandemic and the global financial
crisis of 2008.

The purpose of research. It is aimed at analyzing
the impact of the Russian-Ukrainian war on the world
economy and outlining the changes that occurred as a
result of armed aggression in the system of international
economic relations.

Presentation of the main material of the study. Due
to the close ties between the national economies of different
countries, the echoes of the February invasion are felt in
every corner of the world. In addition, the global economy
has faced full-scale war during a difficult pandemic period,
during which, in anticipation of new strains of the virus
and the associated costs of stabilizing critical situations, its
recovery from the crisis has slowed down. It is expected
that the Russian-Ukrainian war could lead to a decrease
in world GDP by 1% by 2023, which in monetary terms
is about 1 trillion dollars [4]. At the same time, global
inflation is forecast to rise to 3% in 2022 and about 2%
next year (Figure 1). These figures represent the totality of
losses in various branches of production and the sphere of

services of various national economies, which have their
place in the world economy and individually affect its final
indicators.

The Russian invasion has a particularly sharp impact
on the world's food security due to the fact that over the
past three decades, the countries of the Black Sea region
have become key suppliers of basic food products. Ukraine
and Russia are among the seven leading global producers
and exporters of wheat, corn, barley, sunflower seeds
and sunflower oil. Most of these products are supplied to
countries in North Africa and the Middle East, as well as
Europe and China. The risks of disruption in the world
market for wheat, which is a staple food, are too high for
several reasons. First, Russia and Ukraine together export
approximately a quarter of the world's wheat (Table 1).
Secondly, on February 15, Russia introduced a new quota
for the export of wheat and other grain crops to countries
that are not part of the Eurasian Economic Union. Thus,
interruptions in the production and export of Ukrainian
wheat will worsen the situation, which is already under
pressure [11].

Global food prices rose even before the full-scale
invasion of Ukraine due to the impact of the COVID-19
pandemic on supply chains, but Russian aggression has
caused prices to rise to their highest level in recent years
(Figure 2).

Although the value aspect is stabilizing, there is a threat
ofan intensification of the crisis due to the effect of sanctions
against Russia, further destruction of infrastructure in
Ukraine, relatively lower capacity of the grain corridor,
the uncertainty of Ukrainian farmers regarding further
activities and lands unsuitable for growing crops due to the

Table 1 — World food receipts from Ukraine and Russia in percentages as of 2019 [12]

Country . s o . s o
Product Ukraine, export in % Russia, export in %
Corn 16,43 1,60
Sunflower oil 4221 21,40
Wheat 8.91 14,20
Barley 9,74 9,50
3,5
3
2,5 -
2 -
15 - m2022
1 - m2023
0,5 -
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Figure 1 — Forecast of the level of inflation due to the Russian-Ukrainian war in 2022
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Figure 2 — Food price index for 2020-2022 [13]

Russian invasion. The countries that buy the most wheat
from Ukraine — mainly in Africa and the Middle East —
will have to pay the hardest due to rising prices. This is
evidenced by the ratio of the largest exporters of Ukrainian
grain (Table 2). In addition, the UN's World Food Program,
the largest distributor of food aid, purchases more than half
of its grain in Ukraine and Russia. The organization is
already paying 30 percent more for food products than a
few years ago [14].

Table 2 — Countries most dependent
on wheat imports from Ukraine [11]

., Russia's
Ukraine's share .
. . share in total
Importer |in total imports,| Importer .
.o imports,
in % <o
in %
Gambia 84 Indonesia 20
Lebanon 67 Morocco 19
Moldova 57 Yemen 18
Djibouti 57 Egypt 18
Libya 45 Thailand 16
Tunisia 41 Jordan 15
Pakistan 39 Tanzania 14
Somalia 31 Malaysia 12
Bangladesh 24 Philippines 12
Mauritania 22 Qatar 11
Israel 21 Korea 10
Eritrea 20

In addition to its direct impact on agricultural
production and exports, the war affects the fertilizer
trade. Russia and Belarus rank second and third in the
world in the production of potash fertilizers, respectively.
In 2019, Russia accounted for 14% of global exports
of coal briquettes and 13% of crude oil, making it the
second largest exporter of this commodity. Russia is
also a significant exporter of refined oil and natural
gas, accounting for 10 and 9 percent of world exports,
respectively. Oil is critical for transportation, so gasoline
prices rose significantly immediately after the Russian
invasion. At the same time, natural gas accounts for more
than half of the costs of production of ammonia fertilizers,
which increases the impact on the cost of fertilizers. With

this in mind, rising prices create incentives for exporters of
agricultural products to expand production and replace part
of exports from the Black Sea region [11].

The impact of the Russian invasion in February is also
felt in the state of world non-food trade. Ukraine was the
second largest exporter of ferrosiliconmanganese, with
18.2% of global exports in 2019, while Europe overall
imported 49% of the steel-making alloy. In addition,
Ukraine was the fifth largest supplier of titanium, which
is used in the aerospace, aviation, automotive, and medical
industries. Also, the Ukrainian state is one of the most
powerful exporters of cast iron, and together with the
Russian Federation accounted for more than half of the
world trade in this product, and is an important partner
of some European markets in providing them with sets
of ignition wires for vehicles [11]. In addition, Ukraine
exported 70% of the world's neon gas, which is important
in the production of semiconductor microcircuits [15].

On an international scale, Russia is important as an
exporter of raw and intermediate goods and services used
in the early stages of production. Thus, a wide range of
sanctions and restrictions disrupted Russian trade and led
to disruptions in logistics, resource shortages, and spikes
in raw material prices. Specific bans on exports to Russia
undermine its manufacturing capabilities, particularly
in electronics, automobiles, iron and steel, and aviation.
At the same time, several key export goods of the Russian
Federation, which are, for example, rare metals, are difficult
to replace in the short term. At the same time, Russia has
a large share of the world market for precious metals,
such as palladium, which accounts for 24% of the world
supply and is mostly used in the manufacture of catalytic
converters. And also such as platinum, the Russian supply
of which made up 8.7% of the world market. This metal is
used in the manufacture of jewelry and dentistry, and it is
also an important material for the production of electrical
contacts, thin support wires, and medical and laboratory
instruments [11].

Jumps in energy prices (Figure 3) are one of the key
factors of changes in the world economy, in particular,
due to the fact that the export of energy products
makes up a much larger share of world trade than food.
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By comparison, in 2019, total global crude oil exports were
$986 billion, natural gas exports were $300 billion, and
total grain exports were estimated at $115 billion. Rising
crop and energy prices will increase the burden, especially
on the poorest households, who spend an estimated 54%
of their consumer spending on food, 7% on energy, and
4% on transport. A different situation is observed in the
richest households, where approximately only 21% of
consumer spending is on food, 3% is spent on energy,
and 19% on transport, which makes rich households
relatively more vulnerable to inflation [11]. Thus, Russia's
war against Ukraine primarily affects the most vulnerable

and developing countries, causing even greater global
inequality.

The direct impact of the Russian-Ukrainian war on
global container shipping is quite limited, given the small
volumes and few intercontinental routes in the region.
However, the rerouting of cargo bound for Russia and
additional customs checks for dual-use goods are worsening
port congestion in Europe and indirectly affecting the rest
of the world. In addition to the rapid growth in marine
cargo insurance, container shipping lines will also try to
circumvent rising fuel costs [18]. Airspace closures mean
longer routes and higher rates between Europe and East
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Figure 3 — Price for 1 MMBtu of natural gas and 1 gallon of gasoline in US dollars
as of the first of each month [16; 17]
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Figure 4 — European countries with the largest reduction in the number of flights
from February 24 to May 11, 2022, change in %, compared to 2019 [20]
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Asia. Rerouted alternatives add 5 to 10 hours to the one-
way leg and may require a stopover on the way [11].

World tourism faced a full-scale Russian-Ukrainian
war at the moment of gradual recovery from the pandemic
crisis: in 2019, the share of global GDP created by
travel was 10.3%; in 2020, this indicator almost halved
to 5.3%, and a year later showed a slight increase and
was recorded at 6.1% of the total gross product [19].
Russian aggression risks hindering the normalization of
international tourism. This could significantly affect the
US and Asian outbound markets, especially for travel to
Europe. As 0f 2020, Russia and Ukraine as source markets
account for 3% of global spending on international
tourism. Prolonged war could result in a loss of $14 billion
in global tourism receipts in 2022. The importance of
both markets is important for neighboring countries,
as well as for European air (Figure 4) and sea routes in
general [20].

Russia's invasion of Ukraine and the subsequent
international response in the form of sanctions have
caused another negative shock and disruption to the global
economy, with immediate consequences for foreign direct
investment (FDI) and other capital flows. However, the
impact on global FDI flows will be limited, as Russia's
role as a recipient and source of foreign direct investment
is insignificant, according to statistical data [21]. But the
economies of Eastern Europe and Central Asia will suffer
due to the impact of Russian aggression and Western

sanctions on Russian TNCs operating in these economies
due to the complication of cross-border operations, the
weakening of their parent companies, and the disruption of
logistics. In addition, the decline of the Russian economy
and the depreciation of the ruble will reduce the inflow of
foreign investments and remittances to these countries,
suppress domestic demand, and disrupt their economic
growth [11].

Conclusions. It should be pointed out that the Russian-
Ukrainian war had an immediate impact on the world
economy, which at the time of the invasion was gradually
recovering from the pandemic crisis, in the form of disrup-
tion of supply chains, inflationary shock, sanctions, nega-
tive effect on global trade, financial markets, and tourism.
The most potent challenges, which as a result mobilized
the governments of all countries and caused the interna-
tional community to worry, were the humanitarian crisis in
Ukraine, the lack of food, especially in low-income coun-
tries with a high dependence on Ukrainian and Russian
imports, and energy security.

Thus, full-scale war and the COVID-19 pandemic have
pointed to the importance of market diversification as one
of the key criteria for the resilience of economies to global
challenges. The countries face the need for a quick response
to the problems caused by Russian aggression and oppor-
tunities to replace key export destinations where Ukraine
and Russia were the leaders to prevent greater destruction
of the world economy.
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AHAJII3 3MIH Y CBITOBIIl EKOHOMIL,
BUKJMKAHUX POCIFICBKO-YKPATHCHKOIO BITHOIO

Bikropisi OuexciiBua Lllep6ayenko’, Anacracis BosogumupiBaa Tecauk?

Pociiicbke smopenenns 6 Ykpainy cnpudununo HU3Ky He2amueHux HACIiOKI6 sk 015 YKpaiuu, mak i c8inmogo2o 20cnooapcmed
3aeanom. Ceped HUX — 3HAYHA 2YMAHIMAPHA KAmacmpoga, 3p0Cmarnis emiepayii, 3y004CIHHA HACEIEeHH S, d MAKOIC HAPOCMAHHS 210~
banvroi npodosonvyoi Kpusu. Memoro cmammi € ananiz 6nau8y pociticbko-yKpaincvKoi 6iliHu Ha C8iMO08y eKOHOMIKY Ma OKpecieH s
BMIH, WO BI0OYIUCS BHACTIOOK 30POlHOL agpecii' y cucmemi MIDCHAPOOHUX eKOHOMIYHUX GIOHOCUH. []/I51 O0CSSHEHHs NOCMABLEHOT Memiu
asmopu npoeenu IPYHMOSHUL AHANI3 AKMYAIbHUX HAVKOBUX NYOMIKAYitl ma cmamucmuyHux OaHux uwooo NpOocHO3Y PIGHs H@AAYIT
uepes pociiicoko-yKpaincoky iiny y 2022 ma 2023 pp. 3a enobdanvhumu pecionamu, HA0X00H#CeHHsL C8iM06020 NPo008oIbLCMEad 3 Yxpa-
inu ma Pocii y 0080€HHUll nepiod; nopisHsIU IHOeKcu yin Ha npodykmu xapuyeanns 3a 2020-2022 pp. Busnaueno, wo 2106anvhi
YiHu Ha NPOO0BONBLCIBO 3POCU Ufje 00 NOBHOMACUWMAOHO20 8MOopeHenHs 8 Yrpainy 3aeosaku enaugy nanoemii COVID-19 na nanyroeu
nOCmMagox, npome pocilicbka azpecisi CNPUYUHUILA 3POCMAHHA YiH 00 MAKCUMYMY 3d OCMAHHI poku. Xou eapmichull acnekm cma-
6inizyemuvCsi, ICHYE 3a2p03a NOCUNIEHHIO Kpusu uepes 0ito canxyii npomu Pocii, nodanvwe pytinyeanns ingpacmpykmypu 6 Yxpaiui,
NOPIBHAHO MEHULY NPONYCKHY 30aMHICMb 36PHOB020 KOPUOOPY, HeBUSHAYEHICIb YKPATHCOKUX (hepmepie 1000 nodanbiuoi OisibHOCHI
ma HenpuoamHuux OJis 6UPOUeH s K)IbIYp 3eMelb uepe3 pocilicbke 6mopeHents. Busnaueno naiibinows 3anedxicui Kpainu 6io imnopmy
nuwenuyi 3 Yxpainu, cepeo sikux kpainu Agppuru, Monooea, Ilaxucman, I3paine ma in. Kpim npsimoeo éniugy Ha CilbCbKo20Cn00apcvke
BUPOOHUYMBO MA eKCNOPM, GIlIHA BNIUBAE HA MOP2IGNI0 00OPUSAMU MA KOPUCHUMU KOnATuHamu (Hagma, eas3). Kpim moeo, eunukae
HeoOXiOHIiCMb Y N0OYO08I HOBUX TOICIUYHUX JIGHYIO2I6 Yepe3 3aKpumms no8impanHo20 npocmopy ma 010Kyeantsa nopmie. Hacmynna
He2amueHa MeHOeHYis Y CEIMOBIL eKOHOMIYL, CHPUYUHEHA POCIICLKO-YKPATHCLKOIO GIIHOI0, — KONUBAHHSL YIH HA €HEPROHOCIT € OOHUM
i3 KIIOY0BUX (haxmopie 3miH y c8imosiil eKoHoOMiYl, 30KpemMa yepes me, wo eKCnopn eHepeemuyHUX moeapie CMaHo8umy Habazamo
OLTBULY HACKY C8IMO0B0T MOpei6ii, aHidx npodosonbemeo. Bmopenenns Pocii 6 Yxpainy ma nodanvuia miscnapoOoHa peakyis y uenaoi
CAHKYIU CRPUYUHUIU We OOUH He2amuHull WoK i niopus y c8imoeitl eKoHoMiyi 3 6e3nocepedHimu Hacaiokamu 01 RPIMUX THO3EMHUX
iHeecmuyill ma iHwux nomoxig xkanimainy. [Jocaiosceno menoeHyii' y eany3i c8inoeo2o mypusmy, aKuil 3a3Ha6 3HAYHUX 30UMKI6 yepes
nanoemito y 2020 poyi, a maxodic nicis nogHomacumadnoeo emopenents Pocii 6 Yxpainy 24 mromoeo 2022 poxy.

Knrouosi cnosa: pociticoko-ykpaincoka itiHa, MidDCHAPOOHT BIOHOCUHU, C8IMO6A eKOHOMIKA, NPO008OIbYa De3neka, IHPIAYis.
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