
 
Marketing document for discussion purposes and for informational purposes only. For further information see disclaimer  
Time of publication: 28/02/2022 09:00 

 

 

 

 
 

Ukraine Crisis  
Putin's war will hurt Russia above all 

Dr. Michael Heise on Global Economics 
Februar 2022 

 

The Russian attack on Ukraine will have far-reaching global po-
litical and economic implications. It has already fundamentally 
changed the security architecture in Europe. Further develop-
ments depend on the outcome of the current crisis. If negotia-
tions begin soon and a ceasefire is reached, the worst could still 
be averted. If, on the other hand, Russia escalates the war and 
refuses to negotiate, the security situation in the world and Rus-
sia itself will be permanently damaged, and its president will be 
further removed from the civilian world community. 

 

  

  

The current crisis shows in great sharpness that the West has not 
succeeded in the past 30 years, since the collapse of the Soviet 
Union, to bind Russia to the Western alliance and to secure a co-
operative partnership. The Ostpolitik of the U.S., the EU and also 
Germany must acknowledge this failure. The Western alliance 
has not succeeded in turning an enemy into an ally. On the con-
trary, for many years Russian President Putin has been formulat-
ing imperialist goals and implementing them by military means 
that violate international law. What a contrast to the years of lib-
eralization and the disintegration of the Soviet Union in the early 
nineties, when a close cooperation of the Western alliance with 
Russia was discussed and even a NATO accession of the country 
was not excluded. It is to be hoped that the right lessons will be 
learned from this development. Certainly, tough sanctions must 
now be imposed on Russia, and there is no way around rearming 
military defense capacities. At the same time, however, the path 
back to the negotiating table must be kept open and the door to 
the West must not be closed completely.   

 

 

The economic impact of the crisis 

Developments in the coming months will be dominated by great 
uncertainty about Russian oil and gas supplies and the sanctions 
in the financial sector. In addition, the loss of inputs from Russia 
and Ukraine and the blocking of transport routes will cause fur-
ther production disruptions. For the global economy as a whole, 
the Ukraine crisis has significantly increased inflation and eco-
nomic risks. 

The sanctions imposed by the West will mean that Russia will no 
longer have access to needed technologies from the West and 
will be cut off from the international financial market. This will 
further weaken the Russian economy, but will not lead to a col-
lapse. The Russian economy is currently in better shape than it 
was at the time of the Crimean annexation in 2014 due to high 
energy prices.Russia's public debt is very low relative to GDP 
(circa 19%), the budget is largely balanced due to high oil and gas 
prices, and the country has run current account surpluses for 
many years, resulting in a stock of foreign exchange reserves of 
circa $630 billion. 

 

Devisenreserven von circa 630 Milliarden $ geführt haben 
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However, the use of foreign exchange reserves held in dollars, eu-

ros, pounds, francs or yen is severely restricted by the sanctions. 

It is not known what share these currencies currently account for 

in total foreign exchange reserves. Last year, for example, it was 

observed that dollar holdings tended to be reduced, while the 

shares of gold reserves and the Chinese yuan increased.   

The exclusion of Russian banks from the communication system 

for international payments (Swift) is likely to have serious conse-

quences for Russia, but also for the Western world. It is question-

able to what extent mutually existing claims will still be settled. It 

is also conceivable that Russia will cut off energy supplies to the 

West as a counter-sanction, although energy trading may con-

tinue to be conducted via Swift. Mr. Putin's nuclear threats show 

that he knows no red lines.  

All these developments will set back the Russian economy in its 

development and modernization in the long term. Western coun-

tries will now strive with even greater vigor for independence from 

Russian energy sources, and Russia will hardly be able to rely on 

partnership with Western countries for its technological develop-

ment. Increased cooperation between Russia and the powerful 

China can compensate for some deficits, but Russia will find itself 

in a weak negotiating position. 

For China, on the other hand, there is the possibility to get addi-

tional energy and raw materials from Russia and to achieve favor-

able prices due to the East-West conflict. China will be able to in-

crease its influence on Russia and increase the importance of the 

yuan as a reserve currency. It is among the winners of this crisis. 

For the Western world, the crisis means an increase in inflation 

and greater risks for economic development. Many European 

countries in particular, which are highly dependent on Russian en-

ergy supplies, will have to fear negative repercussions. 

For net energy exporters, such as the United States, the rise in 

energy prices has no negative impact as long as general inflation 

remains under control. 

As an export market for the West, Russia has lost importance in 

recent decades. Russia has focused unilaterally on oil and gas 

and neglected to modernize its economy, which would have 

opened up a wide range of opportunities for cooperation with 

Western countries. In view of the already low level of goods ex-

ports, further setbacks in the wake of the Ukraine crisis should be 

bearable. Russia is expected to intensify its trade and capital 

flows with China.  

In the short term, the Ukraine crisis will also have an impact on 

the monetary policy of Western central banks. The heightened 

economic risks will prompt them to proceed cautiously in exiting 

from their expansionary policy and tend to delay the planned rise 

in interest rates. They will not respond to energy price-induced in-

flationary impulses in the same way as they would to demand-

induced inflation. Drastic increases in energy prices always pose 

a particular risk to the economy and have frequently led to reces-

sions in the past. Central banks will take this risk into account. 

Conclusion: Although it is difficult at present to predict the out-

come of the fighting and possible political negotiations in 

Ukraine, at least four trends are foreseeable. First, in the long 

term, Western countries will become less dependent on energy 

imports from Russia. Russia will have to look for new markets in 

Asia, for example. Second, President Putin will not enjoy any trust 

in the Western world for some time to come and cannot expect 

any concessions. Third, in view of the military and even nuclear 

threats, Western countries will again invest more in military de-

fense capabilities. The peace dividend is finally history. Fourth, 

higher arms investment by the West will also require Russia to 

continue to invest a very large share of national income in military 

uses rather than in social and economic development. This is a 

deeply regrettable prospect.  

.  
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General  

The investment strategy and/or investment recommendations (hereinafter referred to as "analyses") 
are prepared by LeanVal Research GmbH for information purposes only.  

Neither LeanVal Research GmbH nor its employees assume any liability for damages arising from the 
use of the analyses or their contents or in any other way in connection with them. The analyses do not 
constitute an offer or invitation to subscribe to or purchase any security, nor do they or the information 
contained therein form the basis for any contractual or other obligation of any kind. An investment de-
cision should be made on the basis of a duly approved prospectus or information memorandum and in 
no case on the basis of the analyses. Investors should seek the advice of an investment adviser in 
making their investment decision. In this respect, the analyses cannot assume an advisory function. 
The opinions, estimates and forecasts contained in the analyses are solely those of the respective au-
thors. They are date-related, not necessarily the opinion of LeanVal Re-search GmbH and may change 
at any time without prior notice.  

The information and evaluations ("Information") reproduced here are primarily intended for clients of 
LeanVal Research GmbH in Germany.  Should the original recipient forward the analysis, he/she is 
obliged to do so in compliance with existing regulations and laws and no obligation of LeanVal Research 
GmbH towards a third party arises from this. In particular, the information is not intended for clients or 
other persons domiciled or resident in the United Kingdom, the United States or Canada and may not be 
passed on to such persons or imported into or distributed in these countries. Distribution of the Analyt-
ics in other jurisdictions may be restricted by law and persons into whose possession the Analytics 
come should inform themselves about and comply with any restrictions. Any failure to comply with 
these restrictions may constitute a violation of applicable securities laws. Reprinting, redistribution, and 
publication of the analyses and their contents in whole or in part are permitted only with the prior written 
consent of LeanVal Research GmbH. 

 

Information sources 

All analyses are prepared on the basis of data from a data provider as well as from generally acces-sible 
sources ("information") that LeanVal Research GmbH considers to be reliable. However, Lean-Val Re-
search GmbH has not verified the accuracy or completeness of the Information and assumes no liability 
for the accuracy or completeness of the Information. Possible incomplete or incorrect information does 
not justify any liability of LeanVal Research GmbH for damages of any kind, and LeanVal Research 
GmbH is not liable for indirect and/or direct damages and/or consequential damages. In particular, 
LeanVal Research GmbH assumes no liability for statements, plans or other details contained in these 
analyses with regard to the investigated companies. Although the anal-yses are compiled with all due 
care, errors or incompleteness cannot be excluded. LeanVal Research GmbH, its shareholders, corpo-
rate bodies and employees assume no liability for the accuracy or completeness of the statements, 
assessments, recommendations derived from the information contained in the analyses. Data source 
for all historical prices is Morningstar and LeanVal Research. 

Summary of the valuation fundamentals  

The valuations underlying the investment recommendations for stocks analyzed by LeanVal Re-search 
GmbH are based on generally accepted and widely used methods of fundamental analysis, such as the 
DCF model, peer group comparisons, NAV valuations and - where possible - a sum-of-the-parts model. 
The calculated scores (Value, Quality, Stabilty, Growth) are the result of a proprietary model of LeanVal 
Research GmbH. They result from the comparison of fundamental key figures of the quantitatively an-
alyzed company in relation to comparable companies within a sector (or region). Information on the 
general approach can be found at www.leanval.investments. The abso-lute target price and the associ-
ated absolute assessment (undervalued, neutrally overvalued) are determined using a forward-looking 
DCF or ROIC (return on invested capital) method. Estimates of future earnings serve as the basis for 
this. The earnings estimates are either based on a consensus or are made by LeanVal Research GmbH 
itself. 

Updates  

The recipients are not entitled to the publication of updated analyses. LeanVal Research GmbH reserves 
the right to update analyses without prior notice. A regular update of this document is not intended. 

Compliance  

LeanVal Research GmbH has taken internal organizational and regulatory precautions to avoid conflicts 
of interest in the preparation and dissemination of financial analyses. In particular, there are internal 
information barriers that prevent analysts from accessing insider information. Compliance is monitored 
by the Compliance Officer. 

 

 

 

 

 

 

 

 

 

Explanation of the recommendation system  

The relative assessment is based on the various scores of the individual companies in the areas of 
Value, Quality, Stability, Growth and Momentum which are compared with the average scores of the 
overall market and/or also with the respective sectors. The companies are ranked on a scale from 0 to 
100. From this, the three ratings "unattractive" (0 to 30 on the scale), "neutral" (31 to 70 on the scale) 
and "attractive" (71 to 100 on the scale) are derived. The relative assessment can change at short notice 
due to the high complexity of the scores and the multiple interdependencies between the companies 
analyzed. 

LeanVal Research GmbH's rating system for absolute valuation comprises the ratings "undervalued", 
"fairly valued" and "overvalued". The rating of a share is based on the expected return for the next six to 
twelve months. The expected return is composed of the prog-nostic change in the share price and the 
expected dividend yield. Changes in the discount factor or projected cash flows can lead to significant 
changes in the target price. 

 

Rating system of the absolute valuation 

Buy Potential > +15% 

Hold Low upside and downside potential 

Sell Potenzial < - 15% 

 

 

Conflicts of interest  

In the financial analyses, circumstances or relationships that could give rise to conflicts of interest be-
cause they could jeopardize the impartiality - of the employees of LeanVal Research GmbH who pre-
pared the analysis, - of LeanVal Research GmbH as the company responsible for the preparation or of 
companies affiliated with it, or - of other persons or companies working for LeanVal Research GmbH 
and contributing to the preparation, must be disclosed. Information on interests or conflicts of interest 
that must be disclosed exists in particular if 

1. significant shareholdings (= shareholding > 5 % of the share capital) exist between the above-men-
tioned persons or companies and the issuers who are themselves or whose financial instru-ments are 
the subject of the financial analysis,  

2. the above-mentioned persons or companies manage financial instruments which themselves or their 
issuers are the subject of the financial analysis on a market by placing buy or sell orders (market mak-
ing/designated sponsoring),  

3. the above-mentioned persons or companies have been involved in the management of a consorti-um 
for an issue by way of a public offering of such financial instruments which are themselves or whose 
issuers are the subject of the financial analysis within the previous twelve months,  

4. the above-mentioned persons or companies have been bound by an agreement on services in con-
nection with investment banking transactions with issuers who are themselves or whose finan-cial in-
struments are the subject of the financial analysis within the previous twelve months or have received 
a service or a promise of service from such an agreement within this period, insofar as no confidential 
business information is affected by the disclosure of this information,  

5. the above-mentioned persons or companies have entered into an agreement with issuers, who them-
selves or whose financial instruments are the subject of the financial analysis, for the prepara-tion of 
the financial analysis,  

6. the above-mentioned persons hold management or supervisory board mandates with issuers whose 
financial instruments are the subject of the financial analysis, or 

7. the above-mentioned persons or companies have any other significant financial interests in relation 
to the issuers whose financial instruments are the subject of the financial analysis. 

 

LeanVal Research GmbH, the Management, 

Cologne, 2022 

 

Notes on investment strategy - investment recommendation pursuant to Section 85 of the German Securities Trading Act (WpHG) in 
conjunction with the German Securities Trading Act (WpHG). VO (EU) No. 596/2014 


