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 Impact of sanctions on Russia may linger well beyond the war as the 

West is structurally decoupling from Russian energy  

 We expect the stock market to rebound at each step of any future 

reconciliation despite a wary outlook on the pace of talks  

 

  

Uncertainty abounds: Economies globally were just about recovering from 

pandemic-led shocks. A staggering 6mn people have succumbed to the Covid-19 

virus thus far, but cases are now on the decline globally and in India. However, the 

Russian attack on Ukraine has clouded the global outlook once again. India’s stock 

market is down ~10% since its January peak. Oil will have the most telling impact on 

India in the event of a full-scale global ban on Russian supply, but we believe the 

rest of the world can plug this gap over 1-2 years if concerted efforts are made. 

Structural decoupling from Russia: The EU, Russia’s largest trading partner, has 

already pledged to reduce two-thirds of its Russian gas imports by Dec’22 and fully 

phase out all fossil fuel imports from the country before 2030. We expect to see a 

gradual decline in imports of other commodities as well, leaving Russia to sell to less 

creditworthy customers. This will also lower Russian leverage over Europe. A part of 

demand will simply be substituted by renewable energy, leading to permanent 

demand destruction for fossil fuel well ahead of earlier plans. The US can also use 

this opportunity to wean Iran and Venezuela away from Russia’s influence.  

NATO and EU get fresh boost: The attack by Russia has not only reinvigorated 

NATO after a tenuous period under Donald Trump who demanded a “fair” share of 

defence spends from Europe, but it has also brought countries in the EU much 

closer. We expect the EU to now have far more synchronised energy policies.  

Impacts on India material near term but manageable over longer term: The spike 

in oil price is negative for inflation and forex outgo for India, considering oil imports of 

~4mbpd, but we believe the economy may not suffer materially in the longer run. Indian 

refiners and non-ferrous companies may gain near term, but Russia’s dominance in 

metals such as palladium (largest supplier) and nickel (third largest) will likely be adverse 

for consuming sectors in India such as catalytic converters for automobiles and batteries. 

Market likely to rebound on first signs of reconciliation: Valuations are usually 

forward looking. So, any signs of a possible reconciliation between the warring countries

will likely fuel a sharp rebound in the stock market. That said, the war could prove to 

be a winner’s curse for Russia in the form of debilitating and prolonged sanctions.  
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Fig 1 – Import demand fulfilled by Russia (by value) 

 
Source: Bloomberg, BOBCAPS Research | Data as of 2019 

Fig 2 – Global demand fulfilment of major Russian exports  

Commodity Current price Unit 
Russian 

production 
Russian 
exports 

Global 
demand 

% of Global 
supply from 

Russia 

Crude Oil (Brent) 113.14 US$/bbl mbpd 11.3 5.0 88.7 5.6 

Petroleum Products  120-140 US$/bbl mbpd 5.8 2.8 82.9 3.4 

Natural Gas 4.53 US$/MMBtu bcfpd 65.7 21.2 369 5.7 

Palladium 2892.7 US$/mt mt 98 86 311 27.7 

Nickel 48048 US$/mt mt 0.3 0.272 2.4 11.3 

Aluminum 3341 US$/mt mt 3.84 3.0 64 4.7 

Corn 738.5 US$/bu mt 15 4.5 197 2.3 

Wheat 1141.5 US$/bu mt 75.5 35 206 17 

Source: Bloomberg, BOBCAPS Research | Note: Petroleum products are derived from Crude Oil 

Fig 3 – Concerted global efforts could replace Russian oil in 1-2 years 

Country 
(kbpd) 

Current production Production capacity Surplus capacity 
Time required for  
additional volumes 

Venezuela 1,000 3,500 2,500 2-3 years 

USA 16,000 18,000 2,000 6-12 months 

Saudi Arabia 10,000 13,500 3,500 3-9 months 

UAE 2,900 4,000 1,100 3-9 months 

Iran 3,000 4,500 1,500 6-12 months 

Libya 1,300 2,000 700 1-2 years 

Total   11,300  

Source: EIA, BP, BOBCAPS Research  
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Fig 4 – Share of Russian exports 

Source: WITS, BOBCAPS Research | Data as of 2019 

Fig 5 – Share of global imports  

 
Source: WITS, BOBCAPS Research | Data as of 2019 

Fig 6 – Index performance  

(%) 1M 3M 6M YTD 1Y 3Y 5Y 

Nifty 50 (5.7) (5.2) (4.5) (4.4) 9.4 50.4 85.7 

Nifty Next 50 (5.4) (7.2) (6.7) (5.5) 13.5 45.3 65.9 

Nifty 200 (5.9) (6.1) (4.6) (4.9) 10.8 51.4 82.8 

Nifty 500 (6.1) (6.4) (4.4) (5.4) 11.8 54.0 84.0 

NIFTY Midcap 100 (7.6) (10.1) (4.4) (7.9) 15.8 61.3 72.1 

NIFTY Smallcap 100 (8.1) (10.5) (5.8) (10.8) 19.3 58.5 52.6 

NSE NIFTY Smallcap 250 (7.7) (8.2) (1.7) (8.3) 25.6 71.8 71.1 

Nifty Dividend Opp 50 (3.0) (2.5) (1.5) (2.6) 17.5 38.8 59.1 

NIFTY100 ESG (5.7) (6.0) (6.0) (6.6) 12.4 61.3 105.1 

S&P 500 (5.0) (9.2) (4.1) (10.2) 9.7 56.0 80.3 

Stoxx 600 (9.2) (9.8) (8.0) (12.1) 1.6 15.8 14.9 

Nikke 225 (7.2) (9.7) (15.4) (10.8) (11.5) 22.2 31.0 

FTSE 100 (7.3) (2.5) 1.2 (3.7) 5.7 0.1 (3.2) 

Source: Bloomberg, BOBCAPS Research 
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Fig 7 – Sector performance 

(%) 1M 3M 6M YTD 1Y 3Y 5Y 

Nifty 50 (5.7) (5.2) (4.5) (4.4) 9.4 50.4 85.7 

Nifty Bank (11.6) (7.1) (6.0) (2.8) (4.1) 24.2 66.3 

Nifty IT 0.2 (1.5) 1.7 (8.5) 36.1 129.7 229.3 

Nifty Auto (14.2) (9.6) (0.9) (8.4) (5.1) 16.7 2.5 

Nifty Pharma (3.9) (2.7) (8.7) (8.1) 6.2 44.9 24.9 

Nifty Metal 1.7 8.9 6.9 11.6 59.1 109.0 103.1 

Nifty FMCG (3.9) (7.0) (12.4) (5.5) 6.4 18.6 59.0 

Nifty PSU Bank (13.0) (5.9) 12.0 4.0 11.9 (10.4) (19.6) 

Nifty Realty (9.1) (17.6) 2.5 (11.6) 21.6 81.1 116.0 

Nifty Financial Services (10.7) (11.2) (11.2) (6.9) (3.3) 38.9 93.9 

Nifty Infrastructure (5.4) (6.1) (1.6) (3.6) 12.2 57.1 59.8 

Nifty Energy 0.5 5.9 17.3 9.7 28.4 61.6 118.6 

Nifty CPSE 0.7 9.0 21.7 10.6 33.0 18.1 (1.3) 

Nifty India Consumption (5.9) (7.6) (7.0) (6.5) 10.3 37.7 67.8 

Nifty Media (5.3) (13.8) 25.3 (3.9) 23.2 (13.4) (30.2) 

NIFTY Private Bank (11.2) (7.6) (7.9) (3.1) (9.2) 10.3 52.2 

Nifty PSE (1.5) 2.5 8.3 5.4 23.6 19.5 2.5 

Nifty Commodities (4.0) 1.1 1.4 2.7 27.6 67.0 70.4 

NSE Nifty Fin Services (10.7) (11.2) (11.2) (6.9) (3.3) 38.9 93.9 

Nifty Services Sector (6.4) (6.6) (5.1) (5.5) 7.7 51.9 100.7 

Source: Bloomberg, BOBCAPS Research 

Fig 8 – Commodity prices  

(%) Level 1M 3M 6M YTD 1Y 3Y 5Y 

Energy         

NYM WTI Crude (US$/bbl) 109.75 23.9 54.7 62.4 47.4 88.1 100.4 111.9 

ICE Brent Crude (US$/bbl) 113.14 25.7 52.5 62.0 47.1 83.6 84.0 108.8 

ICE ARA Gasoil (US$/MT) 1,522.5 87.6 135.8 156.1 129.6 184.7 161.3 199.1 

NYM NYH Gasoline (US$/gal) 332.2 19.0 48.2 54.3 42.5 75.1 84.7 NA 

NYM NYH Heating Oil (US$/gal) 363.9 33.4 64.6 73.9 59.3 92.9 83.9 NA 

NYM HH Nat Gas (US$/MMBtu) 4.53 15.0 22.1 17.6 29.3 80.1 81.7 69.3 

ICE NBP Nat Gas (US$/MMBtu) 373.58 108.3 115.2 299.3 139.8 735.9 694.3 823.6 

Metals         

LME Aluminums (US$/MT) 3341 2.3 27.2 17.7 19.0 54.1 78.5 78.9 

LME Coppers (US$/MT) 10,001.5 (0.6) 4.9 6.5 2.9 13.9 56.4 75.8 

SGX Iron Ore (US$/MT) 162.25 6.9 51.0 39.0 36.0 38.7 148.7 NA 

LME Nickel (US$/MT) 48,048 107.2 141.8 138.0 131.5 198.8 267.1 373.4 

Steel China (CNY/MT) 5,122 1.6 7.5 (12.4) 7.9 4.7 32.8 39.1 

Spot Gold 1,985 8.6 11.3 11.0 8.5 15.0 52.9 64.8 

Spot Silver 25.6 10.1 15.1 7.6 9.6 (2.5) 66.6 50.0 

Agriculture         

CME Live Cattle (US$/lb) 134.0 (6.0) (2.2) 2.6 (3.8) 8.9 NA NA 

ICE Coffee (US$/lb) 229.3 (11.3) (4.3) 19.9 1.5 65.4 NA NA 

CBT Corn (US$/bu) 738.5 15.3 24.7 38.9 24.1 50.2 NA NA 

ICE Cotton (US$/lb) 118.0 (4.3) 12.4 27.8 6.8 45.5 NA NA 

CBT Soybeans (US$/bu) 1,682.5 6.7 31.3 28.9 24.7 39.1 NA NA 

ICE Sugar (US$/lb) 18.94 5.3 (1.8) (2.5) 1.8 28.4 NA NA 

CBT SRW Wheat (US$/bu) 1,141.5 46.6 44.4 61.9 47.4 74.5 NA NA 

Source: Bloomberg, BOBCAPS Research 
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Fig 9 – Exchange rates 

(%)  Current 1M 3M 6M YTD 1Y 3Y 5Y 

USDINR 76.1 (1.5) (0.4) (3.5) (2.3) (4.2) (7.9) (12.5) 

EURINR 84.2 1.9 1.6 3.3 0.1 3.1 (6.5) (16.1) 

JPYINR 0.7 (1.6) 1.5 2.0 (1.6) 2.1 (3.9) (12.0) 

GBPINR 100.3 1.4 (0.3) 1.6 0.1 1.1 (8.5) (19.3) 

Source: Bloomberg, BOBCAPS Research 

Fig 10 – Yields 

(%) 1M 3M 6M YTD 1Y 3Y 5Y 

India 10Y yield 6.73 6.37 6.19 6.45 6.25 7.37 6.90 

India AAA corporate yield 7.21 6.98 6.86 7.00 7.24 8.72 8.06 

India AA corporate yield 7.98 7.77 7.64 7.79 7.96 9.27 8.53 

US 10Y yield 2.03 1.48 1.34 1.51 1.52 2.63 2.57 

EU 10Y yield 0.28 (0.35) (0.32) (0.18) (0.31) 0.07 0.49 

Japan 10Y yield 0.23 0.06 0.05 0.07 0.13 (0.03) 0.09 

Source: Bloomberg, BOBCAPS Research 

Fig 11 – FIIs continue to sell  Fig 12 – Valuations have moderated 

 

 

 
Source: Bloomberg, BOBCAPS Research  Source: Bloomberg, BOBCAPS Research 
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Disclaimer 

Recommendation scale: Recommendations and Absolute returns (%) over 12 months 

BUY – Expected return >+15%  

HOLD – Expected return from -6% to +15%  

SELL – Expected return <-6% 

Note: Recommendation structure changed with effect from 21 June 2021 

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly 

in line with the recommendation scale as shown above. 

Rating distribution 

As of 28 February 2022, out of 115 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 65 have BUY ratings, 29 have HOLD ratings, 

5 are rated ADD*, 1 is rated REDUCE* and 15 are rated SELL. None of these companies have been investment banking clients in the last 12 months. (*Our ADD 

and REDUCE ratings are in the process of being migrated to the new recommendation structure.) 

Analyst certification 

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views 

about the subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the 

specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS. 

General disclaimers 

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India 

Limited and BSE Limited and is also a SEBI-registered Category I Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its 

various subsidiaries engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among 

others.  

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years. 

BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any 

regulatory authority against BOBCAPS affecting its equity research analysis activities. 

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INH000000040 valid till  

03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 

20 November 2017. BOBCAPS CIN Number: U65999MH1996GOI098009. 

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or 

derivatives of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, 

director, or advisory board member of any companies that the analysts cover.  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to 

the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the 

recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or 

potential conflicts of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this 

material is provided herein. 

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would 

be illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal 

recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or 

recommendation in this material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.  

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any 

investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does 

not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions 

— including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable 

for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on 

as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the 

information discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.  

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have 

“long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add 

to or dispose of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of 

companies discussed in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek 

to perform investment banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other 

committee of these companies. 
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of 

the equity shares of the subject company, the holdings of the issuer of the research report is also included. 

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US 

issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an 

adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced 

by foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and 

understood the Risk disclosure document before entering into any derivative transactions. 

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed 

in Canada or used by private customers in the United Kingdom. 

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent. 

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014 

The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.  

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her 

relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date 

of publication of this report. 

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based 

on any specific merchant banking, investment banking or brokerage service transactions. 

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.  

The research analyst(s) has not served as an officer, director or employee of the subject company. 

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.  

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more 

securities in the subject company at the end of the month immediately preceding the date of publication of this report. 

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject 

company for any other assignment in the past 12 months. 

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment 

banking services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for 

services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory 

services in a merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking 

or merchant banking or brokerage services from the subject company in the past 12 months. 

 

 

 

 

 

 


