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The Ukraine Metacrisis 

Short- and long-term market implications 

 

Summary 

 Markets significantly misprice the odds of an impactful war happening over Ukraine, with 

major volatility implied for energy, grains, fertilizer, metals, rates, and FX. 

 The market impact of US sanctions could be extraordinary; at worst, they could bifurcate the 

globe into complying and non-complying countries; yet a failure to use sanctions would 

show US powerlessness to prevent Russia moving on Ukraine.  

 This is a metacrisis that will see an acceleration towards a different globalisation in which the 

US can still thrive, but with huge challenges for many others, including the EU. 

 

The Ukraine metacrisis 

Despite the lack of market concern until very recently, this 

report argues there is a serious risk of a serious war over 

Ukraine. We then briefly look at the potential impact on 

energy, grains, fertilizer, and rates/FX. Finally, we underline 

this is part of a larger metacrisis that will prompt shifts in 

the global architecture, creating far greater economic, 

financial, and geopolitical volatility longer term. 

Key background 

Much of Ukraine historically fell into Russia’s sphere of 

influence; Kyiv was the origin of ‘the Rus’, and many 

Ukrainians speak Russian. However, since independence in 

1991, large parts of the country have reoriented westwards, 

also with historical precedent. EU and NATO membership 

were even floated at one point. 

In 2013-4, Kyiv was violently pulled between pro-Russian 

and pro-EU camps, with both sides claiming outside 

interference, ending in victory for the pro-Western faction. 

Russia responded with civil war in separatist Donetsk 

and Luhansk while seizing Crimea (which had been 

transferred from Russia to Ukraine as a gift under the 

USSR).  

2015’s Minsk Protocol agreed to a ceasefire and a 

decentralised Ukrainian constitution, but ongoing low-level 

fighting continued. The Ukraine–EU Association Agreement 

and a Deep and Comprehensive Free Trade Area (DCFTA) 

were both then implemented, infuriating Russia, even if EU 

and NATO membership were de facto frozen.  

The conflict also appeared frozen until April 2021, when 

Russia massed troops on the border before retreating. The 

present crisis again sees Russia massing its military on the 

border, and in Belarus: experts conclude this is a far more 

serious military threat than last April. Indeed, claiming to 

feel encircled by US/NATO actions, Moscow has stated its 

demands via a proposed US-Russian treaty: 

 Relations based on indivisible and equal security. 

 Not to use the territory of other states to prepare or 

carrying out an armed attack against another. 

 No further expansion of NATO east, and to ex-

USSR states; no US bases in ex-USSR states and 

non-NATO members; no using their infrastructure for 

military activity. 

 No deploying armed forces in areas perceived as a 

threat to national security, except within national 

territory; no flights of heavy bombers/ships outside 

national airspace/waters, from where they can hit 

targets in the territory of the other Party. 

 No ground-based intermediate and short-range 

missiles outside national territory, or in national 

territory from which they can hit the other Party. 

 No deployment of nuclear weapons outside 

national territory and return weapons deployed; 

eliminate all existing infrastructure for the deployment 

of nuclear weapons outside national territory; no 

training military personnel and civilians from countries 

with no nuclear weapons; no exercises and training of 

nuclear scenarios. 

http://mr.rabobank.com/
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The Logic of War 

Negotiations continue alongside the military build-up. 

However, key conclusions can already be drawn. 

1. This is about far more than just Ukraine – as we see from 

the demands, which are not focused solely on it. 

2. These demands are unacceptable for the US and NATO. 

They do not just mean a Russian veto over NATO 

expansion, but rolling back US security guarantees for 

existing EU and NATO members, and placing rigid limits 

on where and how the US military can operate globally.  

3. Russia wants its sphere of influence again. It believes the 

current European security architecture reflects its 

weakness in the aftermath of the collapse of the USSR; 

now it is relatively stronger, it wants its old geopolitical 

role back: its solution to recent protests in Belarus and 

Kazakhstan shows it may already be getting it. 

4. Russia knows its demands cannot be met but is 

preparing its narrative before acting militarily. (As both 

sides also swap allegations of planned coups and false 

flag attacks.) This may follow the recognition of the 

breakaway republics, which the Russian parliament 

recently proposed. 

5. Russia’s actions have already generated a Western 

backlash: troop reinforcements on the EU border; higher 

defence spending; (limited) increases in military 

cooperation with Ukraine; and suggestions that Sweden 

and Finland may finally join NATO. In short, “encircled” 

Russia is paying a price without achieving any goals, 

short of imagery at US-Russia summits.  

6. White House clarification that a minor Russian incursion 

will result in the same severe economic repercussions as a 

full invasion underlines the zero-sum logic of either 

doing nothing or acting substantively, rather than 

seizing slivers of strategically negligible land. 

7. Russia sees the current global backdrop presenting a 

window of opportunity due to Western disunity and 

weak leadership in polarized economies; a US focused 

more on China; the energy crisis; the Covid crisis; and 

the supply-chain crisis. 

8. The serious allegations the West and Russia are making -

-coups, false flag attacks-- imply either one or both are 

agitating for conflict. 

Logic therefore suggests a higher risk of military action 

than the market has been pricing for: it continues to 

think this crisis will be resolved as in April 2021. If war is 

seen, the same logic suggests a higher risk of a larger 

military action than has been priced for: it thinks, at 

worst, we see limited fighting in disputed east Ukraine - 

despite US President Biden and military experts agreeing 

Russia possesses “overwhelming military superiority”.  

While nobody knows what Putin’s aims are, potential risk 

scenarios can again be drawn. For example, Russian 

nationalists call for Novorossiya (New Russia) (Figure 1) - 

annexing south Ukraine up to the Dnieper River and along 

the Black Sea coast to Transnistria. 

Director of Russia Studies Michael Kofman suggests 

Russian troops and aircraft in Belarus implies an objective 

to seize Kyiv, conduct regime change, and impose a 

political settlement.  

Worse, there are concerns Russia and Belarus could carve 

through the Suwalki Gap to Kaliningrad. Sweden has moved 

troops to Gotland as a precaution, and this scenario would 

mean Russian aggression against NATO members, 

triggering the Article 5 common defence clause.  

Figure 2: The Suwalki Gap 

 

Source: Getty Images 

At absolute worst, Moscow may try a Cuban Missile Crisis 

nuclear stand-off may to force a resolution; or others may 

use the distraction to open a new front.  

Crucially, Russia’s actions would unilaterally redraw the map 

of Europe, risk refugee flows west, and have enormous 

market implications. 

Figure 1: Novorossiya Russian-nationalist position 

 
Source: Wikipedia  

NB Crimea is shown as already Russian; areas of partial Russian control are 

shown in dark green; areas of aspirational control are shown in light green.  
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Energy Impact 

War 

With Russia a critical global energy exporter at a time of 

soaring prices, Ukraine a (declining) conduit point to the 

EU, the NordStream 2 gas conduit caught in geopolitical 

crosshairs, and Europe already deep in the grip of an 

energy crisis, war between Russia and Ukraine would be a 

nightmare scenario for markets.  

Europe would feel the brunt first given Russian oil’s near-

30% market share and 35% for natural gas. The US is 

already shipping LNG supplies to Europe at a higher cost, 

with ripple effects back to Asia, which now has to outbid for 

those cargoes. However, the US would be hard pushed to 

supply all the shortfall that physical (and Russian political) 

disruptions to oil and gas pipelines could produce, even 

with the help of Qatar, whom the White House is allegedly 

negotiating fall-back scenarios with. War will also result in 

elevated risk-premiums and higher transit costs. On that 

basis, oil may hit $125 and natural gas $200 in per 

barrel of oil equivalent terms. 

Sanctions 

Assuming all countries halt purchases of Russian energy, 

the potential price impact would be huge, with oil rising to 

$175 and European gas to $250.  

However, the EU appears in no position to reject Russian 

energy entirely, and it is talking of the need for “prudent” 

sanctions. Moreover, China would happily take Russian 

energy regardless of US demands, and perhaps act as 

conduit for Russia energy into Asia.  

On that basis, we could see a sharp bifurcation in what are 

usually fungible global energy markets, with some areas 

seeing very high and others very low prices. 

Figure 3: The Libyan 2011 civil war energy-price response 

 
Source: Macrobond 

 

Grains Impact 

War 

Areas of Ukraine that could potentially see military 

disruption account for half its wheat (Figure 4) and barley 

production and all key ports from which they are shipped. 

Winter is the least impactful time if fighting occurs, with 

most of the wheat already shipped for the season, but if it 

is still ongoing in April, planting will be hit, and futures 

prices rise accordingly.   

Figure 4: Grains in the firing line? 

 
Source: USDA 

Sanctions  

Russian/Ukrainian grains exports (wheat, barley, corn) 

represent 24% of the global total, 50% of sunflower 

products (seeds, meal and oil), and 21% of rapeseed. 

Sanctions would see an extraordinary impact given inelastic 

consumer demand: CBOT Wheat rose 21% in 2021 on an 

estimated 8.8mmt market deficit, and sanctions removing 

over six times that amount could see wheat prices double.  

A rush to secure supplies in Turkey, the Middle East, and 

North Africa would meet US and EU wheat stores at just 

17mmt and 9.9mmt. respectively, by end-2021/22, 40% of 

2016/17, and Australia and Argentina at 4.5mmt and 

2.7mmt. China’s USDA-estimated wheat stocks of over 

140mmt are a wild card, but the country is unlikely to sell 

any to the global market.  

The price surge would lead to expanded growing areas 

outside Russia/Ukraine, putting pressure on other crops, 

but still could not compensate for the structural deficit. By 

contrast, countries bypassing sanctions could buy 

discounted Russian/Ukrainian grains via back-channels, 

and/or act as a conduit to other markets. Again, we would 

have a sharply bifurcated global market. 
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Fertilizer Impact 

War 

Fertilizers out of the broader region represent large global 

export shares. 23% of world ammonia is shipped from 

Russia, 17% of potash, 14% of urea, and 10% of 

phosphates. If we then add Belarus, collaborating closely 

with Russia, the total rises to 30% of potash. This at a time 

when China has already banned their own phosphate 

exports.  

Most Belarus/Russian fertilizers leave via Baltic ports, but 

Lithuania has already threatened to block train shipments 

of potash from Belarus following Minsk’s attempts to 

destabilise its border, and there are potential risks of the 

Baltic region also being dragged into a war.  

Interruptions to supply could naturally see prices soar 

from already high levels. Moreover, the conflated impact 

of higher gas prices, which are a key input into urea 

production, would strongly suggest even further upside 

pressures. 

Sanctions 

Removing such a key chunk of global fertilizer exports at a 

stroke would obviously see fertilizer prices surge yet again.  

As before, China would arguably be best placed to continue 

to receive Russian/Belarussian output given its relationship 

with both Moscow and Minsk. China might again be 

prepared to take such products at a ‘friends’ discount, 

and/or redistribute it via back-channels to willing/desperate 

buyers.  

In short, the same pattern holds true: a bifurcated global 

market, with vastly higher prices for those complying with 

sanctions, and lower for those who don’t. 

Figure 5: Fertilizers already soaring 

 
Source: Rabobank 

 

Metals Impact 

War 

Russia is one of the world’s largest exporters of key metals. 

Its market share of total global exports in nickel is 

estimated at around 49%; palladium 42%; aluminium 26%; 

platinum 13%; steel 7%; and copper 4%. Traditionally, war 

sees disruptions to supply and increases in demand for all 

of these industrial metals, and indeed prices would likely 

rise. However, the larger issue is the threat of sanctions. 

Sanctions 

Removing half of global nickel exports for kitchenware, 

mobile phones, medical equipment, transport, buildings, 

and power; palladium for catalytic converters, electrodes, 

and electronics; and a quarter of aluminium for vehicles, 

construction, machinery, and packaging would result in 

huge upside pressure on prices. It would also mean a 

further rush to stockpile, exacerbating global supply chain 

problems across swathes of industry. Notably, US sanctions 

on Rusal were rapidly dropped the last time they were 

imposed after aluminium prices soared. 

Figure 6: Metals prices will get heavier… 

 
Source: Macrobond 

 

Figure 7: …for those who comply with sanctions 

 
Source: Macrobond 
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https://www.reuters.com/article/us-usa-sanctions-rusal-insight-idUSKCN1IG3G6
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Rates Impact 

War 

‘Risk off’ and lower yields with a flatter curve would be the 

obvious rates market response to a Russia-Ukraine war – 

but perhaps not as much as one might expect looking at 

the US Treasuries’ performance during the Cuban nuclear 

stand-off in 1962 and the First Gulf War in 1991. Indeed, 

the latter shows it is economic fundamentals that matter 

more (there, a lagging US recession). On that front, higher 

supply-side inflation and deeper supply-chain shocks would 

loom, but so would recession risks. 

Sanctions 

Bifurcating US/EU sanctions would cause further confusion 

and volatility for rates markets given disruptions to global 

capital flows. Sanctions against major Russian banks would 

cause concern given opacity over holdings of related 

liabilities: this could see credit spreads blow out in places, 

while seeing more risk off moves into safer government 

bonds. 

Figure 8: The Cuban Missile Crisis: what crisis? 

 
Source: Macrobond 

 

Figure 9: The First Gulf War – and then a recession 

 
Source: Macrobond 

 

FX Impact 

War 

A ‘Risk off’ flight to the dollar, Yen, Swiss Franc, and gold 

would be the near-term FX trades to a war starting. EUR, 

caught up on the frontlines, would not be as well placed, 

more so if the Baltic is hit. CNY is certain to remain de facto 

pegged to the dollar to try to show its stability. The Russian 

and Ukrainian currencies would slump.  

Sanctions 

Sanctions would mean greater downwards pressure (see 

Figure 9) if enforced. Ironically, a weaker RUB could benefit 

Russia tactically in that it would give it room to cut the US 

dollar prices of its exports for those willing to deal with it, 

given that the number of roubles it would receive for each 

dollar would increase. This could potentially exacerbate 

the sharp price bifurcation in global commodity 

markets we have already alluded to, and would be a 

further temptation for those caught in the cross-hairs of US 

sanctions. 

 

Figure 11: Iranian currency under US sanctions 

 
Source: Macrobond 
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Figure 10: Crimea seized; then RUB slumped 
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Not just crisis: metacrisis 

The specific risks are therefore clear. Yet whatever 

happens things will change in geopolitics - and so in 

economics, finance, and markets.  

The worst-case scenario is a large war and US sanctions with 

an increase in volatility in energy, grains, fertilizer, rates and 

FX markets just noted. Yet even the most benign scenario, a 

Russian retreat under combined Western military and 

economic deterrence, would/should still have major policy 

implications given this was a very ‘near-miss’.  

The next-most benign scenario, a further Biden-Putin 

summit that sees Russia retract its security demands, and 

both sides agree a 1938 “Munich”-style deal, so Ukraine 

remains ‘Finlandized’ state under Russia’s umbrella, also 

implies a massive global shift towards a multipolar world of 

rival Great Power influence.  

President Biden recently called a potential Russian invasion 

of Ukraine “the most consequential thing that has happened 

in the world, in terms of war and peace, since WW2.” Despite 

some hyperbole, there is also underling validity to that 

statement because, from a bigger-picture perspective, the 

Ukraine crisis represents a tipping point in a larger 

metacrisis: the fracturing of the post-1945, -71, -78, and 

-91 world order.  

This obviously has huge market implications! 

Figure 12: ‘This is the way’, regrettably 

 

Source: Rabobank 

Said metacrisis is something we have explored for some 

time from a heterodox/structural/historical perspective. 

While such a framework cannot capture short-term market 

swings, as just described, it has had good predictive power 

of longer-run market dynamics. To recall (and, please, re-

read!): 

 2014’s ‘Asset-Rich, Income-Poor’ underlined how fragile 

our economies were due to said underlying trend, which 

is now taken as read. 

 2015’s ‘FX Wars’ argued currency wars would result to try 

reflate from others’ demand: ECB QE and a slump in EUR 

followed. 

 2016’s ‘Thin Ice’ warned the debt-driven neoliberal global 

superstructure was cracking - before the double Brexit 

and Trump shocks. 

 2017’s ‘The Great Game of Global Trade’ argued 

protectionism would return - before the US-China trade 

war started; ‘On Your Marx’ predicted US-China Cold War 

when most businesses saw business as usual. 

 2018’s ‘The Rise and Fall and Rise of the Great Powers 

(and Great Currencies)’ saw latter-day Europe as the 

future model of global Great Power dynamics; it also 

argued Russia was a pivot point for the US and China; 

and that if Iran, China, Russia, North Korea, and others, all 

moved against the US in unison, it could prove a 

Potsdam/Yalta moment. 

 2019’s ‘The Age of Rage’ flagged looming social unrest 

and populism hitting central banks - who today talk 

about green issues and social justice. 

 2020’s ‘MMT’ and ‘“YouRollDollar” Market’ looked at the 

political power of the US dollar; ‘The World in 2030’ 

projected a multipolar global order and which countries 

would likely side with whom, to what impact on the 

global order. 

 2021’s ‘The Next Normal’ said our economic model no 

longer has a valid ideology to justify it, and we would 

soon argue about “-isms” again - ahead of ‘common 

prosperity’ and debates over socialism and Marxism; and 

‘In Deep Ship’ stressed global supply-chain problems are 

geopolitical, not just logistical. 

   

 

Source: Getty Images 

2022 sees all these underlying ‘big-picture’ issues 

conflating into a Russia-Ukraine paradigmatic tipping point. 

Ukraine Crisis

Russia retreats
"Happy 

ending!"

Long-run 

impact

War Market shock
Long-run 

impact

US retreats
"See? Nothing 

happened!"

Long-run 

impact

https://research.rabobank.com/markets/en/documents/298785_Currency%20Wars%20Mark%20Twain.pdf
https://research.rabobank.com/markets/en/documents/269848_780018_thinner-ice-20160502.pdf
https://research.rabobank.com/markets/en/documents/271476_1013651_great-game-3.pdf
https://research.rabobank.com/markets/en/documents/273585_1285627_on-your-marx--volume-4.pdf
https://research.rabobank.com/markets/en/documents/275848_1737830_rise-and-fall-and-rise_final-version.pdf
https://research.rabobank.com/markets/en/documents/275848_1737830_rise-and-fall-and-rise_final-version.pdf
https://research.rabobank.com/markets/en/documents/276388_1846740_theageofrage.pdf
https://research.rabobank.com/markets/en/documents/279975_2656103_mmt.pdf
https://research.rabobank.com/markets/en/documents/279278_2475340_yourollover-dollar.pdf
https://research.rabobank.com/publicationservice/download/publication/token/rNdKaDCKnW9zx2GKeLJL
https://research.rabobank.com/markets/en/documents/280175_2709750_the-next-normal.pdf
https://research.rabobank.com/markets/en/documents/296722_In%20Deep%20ship.pdf
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Figure 13:  How we got here 

 

Source: Rabobank 

NB: Yellow events helped drive US hegemony; orange ones to undermine it. 

Fading hegemon 

A summary of all the work just listed would be this: 

Markets reflect society; society reflects politics; politics 

reflects geopolitics; geopolitics reflects power; and 

power reflects the military. (Which reflects the economy 

and society.) 

Our markets architecture is not just based on technocrats 

and international institutions, but the US military and the 

post-1945, -71, -78, and -91 consensus (Figure 8) it helped 

carve out. That military is based on US technology, 

manufacturing, supply chains, and socioeconomic and 

political stability – which are wobbling.  

Crucially, when hegemons fade, other powers step in.  

Indeed, the Ukraine crisis comes on the back of the global 

financial crisis; the failed QE “new normal” response; the 

rise of populism, polarisation, and the loss of faith in 

democracy and institutions; FX wars becoming trade wars; 

US-China Cold War; a failed Western Covid response; the 

failure of decades of economic policy and theory; two 

decades of US foreign policy failure in the Middle East; and 

the humiliating US military exit from Afghanistan in 2021. 

In short, Russia was weak and lost its historical ‘sphere 

of influence’: now it is stronger, it is challenging US 

hegemony to try to regain it.  

And other rising powers want similar space: North Korea is 

restarting nuclear and ICBM tests; Iran has regional 

ambitions and is close to a nuclear weapon; and China is 

staking out a larger global role for itself, claiming the South 

China Sea, and says Taiwanese unification is inevitable. 

Moreover, these opponents of US hegemony, despite their 

differences, are working together against an overstretched 

US with limited resources and pressing domestic social 

priorities: Belarus with Russia against Ukraine; China and 

Russia, economically, militarily, and politically, e.g., 

preventing US criticism of North Korea at the UN Security 

Council; and Iran with all of them.  

The US is responding by developing even closer relations 

with Australia and the UK (AUKUS), and India and Japan 

(the Quad). However, it has achieved less success with 

Europe; with ASEAN, sitting next to China and the South 

China Sea; with Africa; and even with Latin America. 

How the US handles the Ukraine crisis will prove the 

driver of geopolitics --and so markets-- not just in 

2022, but all of the 2020s and beyond. In that regard, key 

points are again already clear. 
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No muscle can be flexed? 

War 

NATO will not fight Russia for Ukraine. Europe has 

neither the willingness nor the ability; the US has the ability, 

but no willingness given its pivot to Asia. This shows the US 

will no longer fight a two-front war, a huge tacit admission 

the EU is slow to grasp. NATO may supply Ukraine with 

arms, but this is unlikely to change outcomes: Russia can 

close the Ukrainian borders, and an insurgency supplied 

from the EU would bring Moscow’s full wrath down upon it. 

Sanctions 

US/Western sanctions may also fail to stop Russia. The 

US is promising “severe economic costs”, but it is unclear 

what these mean - and Moscow has: low public debt in its 

own currency; its budgetary break-even oil price is half of 

current levels; large, diversified FX reserves; few import 

vulnerabilities; and its key exports are badly needed by the 

rest of the world. As such: 

 Sanctions vs. Russian individuals are ineffective. 

 Sanctions vs. Russian firms are ineffective. 

 Sanctions vs. Russian banks mean market volatility; and 

 Sanctions vs. Russia’s exports mean economic volatility. 

Notably, removing Russia/Belarus from SWIFT would see 

them fall back to using their own SPFS payments systems, 

and would risk bifurcating the world economy into 

complying/not complying blocs, even for food and agri 

products (which we showed in a report published last year). 

Indeed, if China keeps buying the US would have to impose 

secondary sanctions on it, escalating Russia-US tensions to 

US-China ones, and hitting all markets. The US already 

refuses to crack down on Chinese purchases of Iranian oil 

for that reason, and Reuters reports the White House 

allegedly wants to avoid “short-term market destabilisation” 

of Russia sanctions.  

US strategy is therefore now floated as a tech export 

boycott, as with China’s Huawei. While this would hit 

Russia’s defence sector, it is not a producer of electronics or 

consumer goods. Moreover, with a US-China ‘tech war’ 

already underway, such US action would simply see Russia 

join hands with China to develop alternative supply chains.  

In short, the US can’t fight or impose tough enough 

sanctions to get its way - not exactly what a global 

hegemon looks like! Or it can, but at the price of 

undermining global support for its hegemonic position. 

That is arguably a large part of what Russia is trying to prove 

to the world in its actions over Ukraine. 

The shock to Europe 

The EU talks about “strategic autonomy” but this 

crisis has again exposed it as disunited and 

geopolitically impotent: it already suffered the 

ignominy of having bilateral US-Russia presidential and 

Secretary of State summits on matters of the highest 

importance to its national security held without a seat at 

the table. Russia prefers to go direct to the US, and to 

national governments. 

French President Macron recently made a rallying cry to 

establish a new EU security architecture: yet this will be 

impossible to achieve on a scale where Russia would see 

it as a threat; and, at worst, his message reinforces the 

Russian argument that new European security 

architecture is needed - with a smaller US role. 

As eastern EU members boost defence spending and US 

cooperation, the German government is divided 

between deterrence and the pro-Moscow stance of 

its businesses. This is not going unnoticed in central and 

eastern EU members; nor the German refusal to arm 

Ukraine; nor to process UK overflights quickly enough to 

let them deliver weapons; nor to allow Estonia to re-

export German weapons to Kyiv. 

The risks of a war on its borders, a surge in refugees and 

even an attack on EU members may be the accelerant 

required to make the internal changes needed to be able 

to act more geopolitically. Yet the clock is ticking. This 

crisis underlines the US is focused on Asia. If it is not 

going to defend Ukraine, will it always defend Romania 

or the Baltics if they come under future Russian 

pressure? If not, who will? Either the EU steps up, at great 

cost, and/or it works more closely with the US, or it risks 

being ‘Finlandized’ by Russia.  

While the EU agreeing Russia deserves a sphere of 

interest might buy short-term peace, it would also spell a 

return to ‘might makes right’ geopolitics and entrench a 

neo-imperialist neighbour: rapprochement with Russia 

would also mean estrangement from the US. 

Conversely, given Russia-China cooperation over 

Ukraine, will the EU take a stronger stance against Beijing 

alongside the US? Notably, China has deleted Lithuania 

from its trade database over its Taiwan stance, forcing 

German firms to either remove supply chains from a 

fellow EU member or lose market access - that too is a 

kind of ‘Finlandization’. Yet Slovenia is set to follow 

Taiwan, raising the stakes.  

Europe faces a severe shock ahead, even if can’t see it yet. 

https://research.rabobank.com/far/en/sectors/regional-food-agri/the-fa-fallout-of-a-fragmented-world-a-thought-experiment.html
https://www.straitstimes.com/world/united-states/white-house-tells-chip-industry-to-be-ready-for-potential-russia-export-curbs
https://www.straitstimes.com/world/united-states/white-house-tells-chip-industry-to-be-ready-for-potential-russia-export-curbs
https://www.spiegel.de/international/europe/faltering-foreign-policy-germany-has-a-russia-problem-a-613608d1-1222-48fa-91ca-25be2b2d664b
https://www.spiegel.de/international/europe/faltering-foreign-policy-germany-has-a-russia-problem-a-613608d1-1222-48fa-91ca-25be2b2d664b
https://www.spiegel.de/international/europe/faltering-foreign-policy-germany-has-a-russia-problem-a-613608d1-1222-48fa-91ca-25be2b2d664b
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New old paradigms 

If Russia regains its sphere of influence it means a 

return to a more multipolar global order - and that 

paradigm shift necessarily involves the same for 

financial markets. Yet this transcends being bullish RUB or 

crypto vs. the US dollar, or simple arguments about the 

‘end of the dollar as a reserve currency’.  

To help explain why, we first need to define three 

globalisation paradigms driven respectively by: 1) price; 2) 

values; and 3) power. 

Table 1: Paradigms of Globalisation 

1. DRIVEN BY PRICE (Neoliberalism 1991 – 2016) 

Rates Lower yields Flatter curves 

Real Rates Small positive  

FX Bullish EM in waves $ remains key 

Supply Chains Move from developed to emerging markets 

Winners China Net exporters 

Losers West’s working class Net importers 

 

2. DRIVEN BY VALUES (Cold War 1945 - 1990) 

Rates Logically, higher/steeper – but politics rules 

Real Rates Low/negative  

FX Bearish EM, CNY Bullish $ 

Supply Chains “Ketchup” values-based move/bifurcation 

Winners ‘In-loop’ markets 

Losers ‘Out-of-loop’ markets 

 

3. DRIVEN BY POWER (Empire 1815 - 1913) 

Rates Win: low/flat Lose: high/steep 

Real Rates As negative as power dynamic allows 

FX Bullish winners Bearish losers 

Supply Chains Power/geography-based moves 

Winners Anglosphere/allies Russia 

Losers EU, smaller EM China 

Source: Rabobank 

Each paradigm obviously presents a different trading range 

for financial assets. 

 

Which paradigm ahead? 

Despite ‘Build Back Better’ rhetoric, we are still driven by 

prices today so remain in paradigm 1: “lower for longer” 

rates; cyclically bullish CNY, but also the US dollar; supply 

chains where things are cheapest; net exporters ‘win’ vs. net 

importers; developed-market working classes ‘lose’ vs. 

those in emerging markets; and all asset-holders win.  

Yet Russian victory would prompt the US to cross key 

policy Rubicons; so would a “Munich” deal on Ukraine to 

buy time to face China; and so would a Russian retreat, 

given how close a call this has been.  

Russia, with ‘a GDP the size of Italy’, would have redrawn 

maps and regained a sphere of influence via de-

dollarization, decoupling, military power, and net exports of 

vital commodities/goods. That, rather than pacifism, free 

markets, and free trade would become the model for 

ambitious or aggrieved states, requiring a US response.  

The current Ukraine crisis will therefore accelerate shifts: 

 From long supply-chains to shorter ones.  

 From free trade to onshoring --as in semiconductors-- 

increasingly tied to the defence sector.  

 To tighter controls on technology exports.  

 To more calls for decoupling from Russia and China so 

US capital does not pay for China’s military (as EU capital 

does via Russian oil and gas).  

 Towards rapid rearmament, even if with new platforms. 

 To demands for access to/control of key raw materials. 

 To seeing energy as about more than just the green 

transition (e.g., the EU shift to green nuclear power); and 

 For central banks to be part of the solution by keeping 

rates low and acting more (geo)politically. 

This means a move from paradigm 1 to either paradigm 2 

(values-based) or paradigm 3 (power-based) globalisation, 

with the latter a more extreme version of the former: 2 

offers a ‘big tent’, 3 a mercantilist ‘myself and good friends 

(whom I still have the whip hand over)’ approach.  

The key question if this metacrisis implies a US shift to 

paradigm 2 or 3: the answer depends on how many 

‘values’ partners are prepared to follow it. The more that 

do, the more it beckons, the fewer that do, the more raw 

power will prevail.  

As noted, that means very hard choices for Europe in 

particular. 

 

https://www.msn.com/en-us/news/world/germany-cries-foul-over-nuclear-energy-in-eus-green-investment-rule-book/ar-AAT2uEB?ocid=BingNewsSearch
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Post-hegemony Great Power 

To underline the message from Table 1, a Ukrainian 

metacrisis it not likely to be bearish for the US dollar or US 

assets, at least in the short term, even if it means the end of 

US global hegemony. There is not going to be a sudden 

1956 ‘Suez’ crisis that sees everyone sell the dollar. 

Crucially, that is because there is no rival global power 

capable of replacing the US as global hegemon in the 

background, as the US did with the UK post-World War 

Two. All we would have is a series of Great Powers of 

greater and lesser size, amongst which the US would still be 

primus inter pares. 

As we detailed previously, the US would remain a 

*colossal* power along with its core allies, and able to 

adapt within this sharp-elbowed global environment. After 

all, it has vast scale; key resources; the highest technology; 

peerless finance; still-strong ‘soft power’; and the world’s 

strongest military – if not as globally dominant as before. 

Obviously, it would favour Russia too for some of the 

same reasons – unless it is dealt a painful defeat in Ukraine. 

By contrast, that environment does not favour the EU. 

Nor smaller emerging market net-exporters who benefitted 

from an unprecedentedly benign US economic stewardship 

in terms of trade access. (As ‘The Growing Rivalry Between 

America and China and the Future of Globalization’ argues: 

“Hegemony without a liberal commitment to the market 

economy is more likely to lead to imperial systems and the 

imposition of political and economic restrictions on lesser 

powers.” Like Ukraine.) 

It would not favour China either. A more national-

security focused US would be a massive headwind for China 

to deal with under either a paradigm 2 or 3 globalisation. 

The Greatest Great Power tail risk 

Relatedly, the fattest tail risk of the Ukraine crisis is seen as 

a green light for a new India-China border fight, or even a 

move on Taiwan. The ranking Republican on the US House 

Foreign Affairs Committee on 22 January stated: “I do think 

after the Olympics --China has gotten so provocative, so 

aggressive in the South China Sea-- that you are going to 

see the CCP, the Communist Party, invading Taiwan.” Such 

action would almost certainly see a vastly more determined 

US response, and global market repercussions. The US is 

not getting sucked into Ukraine because it is keeping its 

powder dry.    

Indeed, if Ukraine represents a tipping point in this 

metacrisis, East Asia represents where it could truly 

metastasise.  

Figure 14: The game really being played 

 

 

 

Source: Getty Images 

 

 

https://research.rabobank.com/publicationservice/download/publication/token/rNdKaDCKnW9zx2GKeLJL
https://tnsr.org/2022/01/the-growing-rivalry-between-america-and-china-and-the-future-of-globalization/
https://tnsr.org/2022/01/the-growing-rivalry-between-america-and-china-and-the-future-of-globalization/
https://nypost.com/2022/01/21/michael-mccaul-predicts-chinese-invasion-of-taiwan-after-winter-olympics/
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Conclusion 

We are in the unusual position of global headlines and 

politicians warning of the risk of a major war, and yet 

markets --until very recently-- remaining mostly 

unconcerned: where they are falling, it is out of fear of rates 

going up, not bombs going off. 

However, we believe markets still significantly misprice 

the odds of a war happening, and of a far more 

impactful war at that. Even parts of the EU could 

potentially be involved. 

Our projections are that a major war presents equally major 

upside risks to energy, grains, fertilizer, and metals prices, 

along with market volatility. The same is true for rates and 

FX, where a ‘risk-off’ trade would clash against a further 

surge in supply-side inflation and changes to capital flows. 

If the US responds with truly biting sanctions the 

market impact could be extraordinary; at worst, they 

could even bifurcate the global economy into complying 

and non-complying countries. We therefore find it hard to 

see how the US can impose serious sanctions on Russia.  

Yet the downside of a US failure to act is that it underlines 

its powerlessness to prevent Russia moving on Ukraine if it 

wishes to. As such, we would see an acceleration towards a 

different, more closed or more ‘Great Power’ form of 

globalisation.  

While the US, with allies, may still be well placed to retain 

power and influence under such a paradigm, others will 

struggle. A more zero-sum global environment would 

represent a major challenge for many economies, 

especially EM net exporters, China, and the EU.  

We expect this new backdrop to mean significant market 

re-pricing of financial assets over the medium term, again 

with high volatility.  

We opt to offer a metanarrative, not a narrative of 

events in Ukraine because Ukraine is not just a crisis but 

a metacrisis.   
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