
 

 

14th March 2022 
 

BFPA Members Business Briefing 
 
Summary of situation regarding Russia’s invasion of Ukraine 
 
This summary looks at some of the issues for firms in the UK arising from the war and 
invites comment.  It makes no claim to be comprehensive, and the situation is evolving 
rapidly.  Sources include feedback from EAMA members, CBI, newspapers reports and 
government websites.   
 
The war has smashed more than three-quarters of a century of international peace in 
Europe and prompted a rethink of military and defence spending, with Germany doubling its 
budget for 2022, compared with last year.  The war has exposed the complex nature of 
alliances, with India the most notable of countries abstaining in a United Nations vote 
condemning the Russian invasion and calling for the withdrawal of Russian troops from 
Ukraine.  China also abstained.  The Saudis and United Arab Emirates are reported to have 
declined US requests to produce more oil, to replace Russian production. 
 
The biggest refugee crisis in Europe since the second world war has been created, as 
Ukrainians flee to neighbouring countries.  In the UK, ministers have been grappling with 
how to respond to the surge in people fleeing the war who want to come to Britain.  Ireland 
has opened its doors, reportedly creating new concerns for the UK government about the 
Common Travel Area.   
 
Sanctions – in which China is not participating - and other supply disruptions are increasing 
inflation and material shortages, both of which were rising across Europe due to the Covid 
pandemic, creating new pressures and uncertainties for firms, not least on cash flow. 
 
The UK has limited direct export and financial exposure to Russia – 1% of exports and much 
less to Ukraine.  But it is heavily exposed indirectly, as are other countries, especially in 
Europe. 
 
Russia is the world’s third largest oil producer.  Oil prices were already rising and have now 
risen by 60% so far this year.  That, alone, is expected to drive [CPI] inflation to 8% in April 
and to reduce UK growth in 2022 by one percentage point, CBI deputy chief economist Anna 
Leach said this week.  
 
Gas prices are also soaring and firms consumers may well see a further big increase energy 
costs in October, on top of that in April, fuelling wage demands.  Companies are already 
struggling with energy bills, especially those in energy-intensive industries, and the 
government is wrestling with demands for subsidies and rationing. 
 
Exposure to gas cost increases is greatest in continental Europe, but the UK is also 
exposed.  The US has less exposure than the UK and the rest of Europe. 
 
Russia provides 43% of palladium, which is used in catalytic converters and semi-
conductors.  It is also a major supplier of nickel, a key ingredient for stainless steel and 
electric vehicles.  Prices surge and trading in nickel was suspended this week on the London 
Metal Exchange and on many contracts in the Shanghai Futures Exchange. 
 



 

 

Half of world pig iron exports come from the warring countries.  Steel prices have soared 
and concerns over supply have prompted some firms to buy forward for a year, despite the 
pressure that puts on cash. 
 
Wheat prices are soaring and there are concerns for this year’s harvest.  The Financial 
Times reports that “the world’s breadbasket is at war”.  Ukraine and Russia together produce 
a quarter of the world’s wheat and 12% of total calories.  Africa is an important recipient of 
this wheat.   
 
Suppliers are increasingly asking for payment up-front, across a range of commodities – 
some of which were already in short supply.  Quoted lead times on some materials and 
goods were almost 12 months before the war, due to the pandemic, which has created 
significant issues in the retail sector. 
 
One silver lining is that commercial fixed mortgage rates are reported to have fallen 
significantly, reportedly as a direct result of uncertainty caused by the invasion. 
 
Sanctions   
The combination of speed and breadth is said to be unprecedented.  Sanctions in essence 
mean that firms cannot normally deal with sanctioned individuals, their assets, and 
companies they control in any way.  Employees of sanctioned companies cannot be paid 
through banks. UK firms with outstanding invoices can apply to HM Treasury for a licence to 
receive payment. 
 
The consequences include intense pressure on banks to ensure their compliance, and a 
need for firms to check the ownership of companies with which they deal.  The sanctions are 
likely to add to financial pressures on suppliers. 
 
The scope of sanctions, including dual use, is had been widened and is likely to widen 
further.  Sanctions were already present with regard to Russian trade in licenced goods, for 
example dual use, following the Russian incursion into Crimea in 2014.  This had already led 
to a reduction in UK exports to Russia. 
 
In the EU, the Brussels-based industry body Orgalime is urging the Commission to: bring 
down barriers on access to materials; “take full advantage of global partnerships and FTAs”, 
including with Mercosur (South America); and address uncertainties about dual use 
sanctions.  
 
The war has intensified the urgency of government reviews that were already established as 
a result of the pandemic about strategic industrial issues (as well as geo-politics).  These 
include understanding of supply chains, and a consultation on advanced materials.  The 
term is loosely defined.  Subject areas include commercialisation, regulation, skills, research 
and innovation, and promoting exports and dual-use technologies:  UK Advanced Materials: 
call for evidence - GOV.UK (www.gov.uk) 
 
The call for evidence does not include lithium, cobalt and rare earth elements, for which the 
government will publish a separate strategy and consultation.   
 
 
 
 

https://www.gov.uk/government/consultations/uk-advanced-materials-call-for-evidence
https://www.gov.uk/government/consultations/uk-advanced-materials-call-for-evidence


 

 

UK-EU  
Away from the headlines, there is speculation as to how the war might affect the way both 
the UK and the EU view the strained relationship between the two.  Last week, prime 
minister Boris Johnson was asked by three leading European newspaper reporters, who had 
been granted an interview together, whether he would invoke Article 16 of the Northern 
Ireland Protocol, about which there had been much speculation before the war started.  The 
PM replied that there were more important things to talk about right now.  But with elections 
due in Northern Ireland this May, the damaging stalemate over the Northern Ireland Protocol 
and, as a result, the development of trade and research relations remains to be resolved. 
 
Sanctions / Exporting / Importing 
Here are relevant government links for any company trading with Russia: 
 
https://www.gov.uk/government/publications/notice-to-exporters-202203-licence-
suspensions-and-ogels-revised 
 
https://www.gov.uk/government/publications/notice-to-exporters-202204-introduction-of-new-
sanctions-against-russia 
 
https://www.gov.uk/government/collections/uk-sanctions-on-russia 
 
https://www.gov.uk/ask-export-support-team (which also has a telephone number) 
 
https://www.gov.uk/guidance/import-controls 
 
DIT updates:  https://public.govdelivery.com/accounts/UKECO/subscriber/new 
 
EU sanctions:  https://ec.europa.eu/commission/presscorner/detail/en/ip_22_1649 
 
US sanctions: https://home.treasury.gov/policy-issues/financial-sanctions/sanctions-
programs-and-country-information/ukraine-russia-related-sanctions 
 
 
 
 
Source: EAMA 
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