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The Ukraine War: Scenarios

Scenario Probability = Description Key Implications 2022 Global
Growth
Scenario 1 50% Fighting Continues into H222 before Sanctions continue into 2023, supply 2.8%-3.6%
Core Scenario easing to a stalemate by end of year chain problems continue to bite
Moscow is unable to make further Commodity prices remain near current
substantial gains, but Ukraine cannot levels, inflation shock lasts until mid-
expel Russian forces 2022, global monetary policy tightens
Scenario 2 25% Conflict within Ukraine intensifies; more Sanctions tighten into 2023, supply chain 2.5%-3.0%
Escalation fighting in urban areas problems worsen, commodity prices
remain high, inflation remains elevated,
central banks tighten more aggressively
Scenario 3 20% Russia-Ukraine peace agreement reached in ~ Some sanctions are rolled back, supply 2.5%-3.8%
Negotiated 2022 chain situation stabilizes, commodity prices
Settlement ease, monetary policy tightens less than in
other scenarios
Scenario 4 5% Russia-NATO tensions spike, limited direct Sanctions increase, market panic, safe 1.0%-2.0%
Contagion clash assets rally, monetary policy reversal

Source: Fitch Solutions
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Rising Commodity Prices To Push Inflation Higher

Commodities To Add Upside Pressure To Inflation Energy Prices Rising Quickest
Bloomberg Commodity Index Change In Commodity Index Price, %
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Global Growth To See Sign
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Asia To Outperform, MENA Is Closely Second, Latin America To Lag, Europe At Risk
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Two Speed Recovery Gathers Pace

Hydrocarbon Exporters Will Drive Growth Higher Most Hydrocarbon Importers Will Lag Behind
MENA'T Real GDP Growth, % MENAT Real GDP Growth, %
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RussiaUkraine War Will Have Mixed Impact On Growth Across MENA

Oil Importers Will See Their Growth Lower Oi | Exportersoé Growth Wil Con
Selected MENA Economies i Real GDP Growth, % Selected MENA Economies i Real GDP Growth, %
m 2022 Forecast Pre-Invasion m 2022 Forecast Post-Invasion m 2022 Forecast Pre-Invasion m 2022 Forecast Post-Invasion
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Higher Commodity Prices Will Compound Inflationary Pressures

Hi gher I nflation In 2022E¢ eOn The Back Of Sticky Energy
MENAT Inflation, % MENAT Transport % Food CPI Weighting, % of CPI Basket
m 2022 Forecast Pre-Invasion m 2022 Forecast Post-Invasion ®m Transport ®Food
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Elevated Inflation And Slow Growth Will Increase Risk To Social Stabllity

High Dependency On Russia And Ukraine Higher Risk To Social Stability In North Africa And Levant
MENAT Cereal Imports From Russia & Ukraine, % of Total Cereal Imports Selected MENA Countries T Short-Term Political Risk Score
m Cereal Imports From Russia m Cereal Imports From Ukraine m Pre-Invasion ®Post-Invasion
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Note: Values are for 2019. Source: Trade Map, Fitch Solutions Note: STPRI score is out of 100; lower score indicates higher risk. Source: Fitch Solutions
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Elevated Commodity Prices Wil Inflate Subsidy Bills

Subsidy Bills Set To Risee éeWei ghing On Already Stretcheoc
Selected MENA Countries T Subsidies, % of GDP Selected MENA Countries T Government Debt, % of GDP
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Hi gh Commodity Prices W I I Weaken

High Grain And Oil Prices Hitting Oil Importers North Africa And Levant Will Be Most Affected
Selected MENA Countries i Cereal & Oil Trade Balance, % of GDP Selected MENA Countries i Current Account Balance, % of GDP
m Oil Trade Balance, % of GDP mCereal Trade Balance, % of GDP m C/A ex Wheat And Oil Price Increase ® Price Impact
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Pressure On North African Currencies Will Rise

Upward Pressure On Currencies

Sharp Sell-Off Of Egyptian Pound
Selected MENA Countries i Exchange Rate, Daily
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Risk-Off Sentiment Towards Emerging Markets Here To Stay

Sustained Net Portfolio Outflows Since October 2021

Wider External Shortfall Ahead
Egypt i Foreign-Held T-Bills, USDbn

Egypt i Current Account Deficit
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Inflationary Pressures To Intensify

Inflation Back In Double Digits More Hikes Likely In 2022
Egypt i Inflation, %

Egypt i Deposit Rate & Lending Rate, %

Pre-Invasion Forecast
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Inflation And Slower Tourism Recovery Will Weaken Growth

Tourism Receipts Below Pre-Pandemic Levels Private Consumption Will Be Hit
Egypt i Tourism Receipts Egypt T Real GDP Growth, % & Components, Percentage Points
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f = Fitch Solutions forecast. Source: CBE, Fitch Solutions f = Fitch Solutions forecast. Source: MPED, Fitch Solutions
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GCC Outlook
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GCC Countries Outperforming MENA In 2022

GCC Bl oc OQOutperforming I n 2022 t h GrAocceleérdting In Most Countries
MENAT Weighted Real GDP Growth, % GCCi Real GDP Growth, %
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Hydrocarbon Exports Will Drive Growth

Rising Hydrocarbon Output Will Be Key Growth Driver Double-Digits Growth Rates In Most Countries
GCC - Crude, Condensate & NGL Production, ‘000 b/d GCC ' Crude, Condensate & NGL Production, '000 b/d (LHS) & % Change (RHS)
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Resilient Non-Oil Economy

Strong I nvestment Acti v
Selected GCCi Pur chasing Managersoé I n

I tyé é But A blewvddnflation Will Cause Some Headwinds
dex GCC 1 Inflation, %
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Stronger Fiscal And External Positions

Fiscal Positions Improving Across The GCC In 2022 Current Account Balances Back In Surplus
GCC Countries i Fiscal Balance, % of GDP GCC 1 Current Account Balance, % of GDP
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lIran-US Nuclear Deal Another Upside For GCC Growth

Lower Geopolitical Risk For All Higher Trade Benefits For Some
Middle East Map UAE 1 Exports To Iran, USDbn
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Source: Fitch Solutions Source: WITS, Fitch Solutions
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RUSSIAUKRAINE CRISIS

The Russia-Ukraine crisis remains fast-moving, both in
terms of the situation on the ground and the market

Implications.

Explore our latest research on the impact of the Russia-Ukraine crisis
on industries and economies.

www.fitchsolutions.com/topic/russia-ukraine-crisis




