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Q:  How will the conflict in Ukraine impact Europe? 

 
Brian Lockhart:  As mentioned in the introduction, geopolitical events tend to impact based 
on proximity, and the conflict in Ukraine is in Europe’s backyard. There is a wide disparity of 
opinion as to what Russia does following taking control of Kyiv. Some suggest Russia has 
massively overplayed their hand and will face opposition at home over Putin’s actions. Others 
believe the Russian people are in full support and Putin will turn his immediate attention to the 
Baltic states to occupy in an attempt to rebuild the Soviet Union that collapsed in late 1991. 
Putin was a mid-level KGB officer in 1991 but quickly rose to power, becoming the prime 
minister of Russia in 1999 before becoming President in 2012. I think Putin realizes he is 
nearing the end of his control of Russia and will try to restore the former Soviet Union. This is 
bad news for Europe, which eschews war as evidenced by the small amount spent on national 
defense in recent times, although Germany’s recent indications that it intends to substantially 
expand its defense budget may portend new attitudes on this issue in Europe. NATO is unlikely 
to have the might or will to directly engage Russia’s aggression and will pursue sanctions 
instead. Russia is a major supplier of energy to Europe, particularly to Germany where Russian 
gas exports represent 55% of German usage. Higher energy prices will occur as a result of 
sanctions, negatively impacting the economies of Europe. War, or threats of war, provide 
rationale for government spending that may offset at least in part the impact of higher energy 
costs. 

 
Clint Pekrul, CFA:  In response to Vladimir Putin’s decision to invade the Ukraine and 
challenge the region’s independence, the European Union (EU) has imposed numerous 
economic sanctions on the Russian Federation. For example, the EU has restricted Russia’s 
ability to access their financial and capital markets, along with closing European airspace to 
Russian commercial flights, freezing some of Putin’s personal holdings within Europe’s 
jurisdiction, and committing to what has been described as “targeted” blocking of certain 
Russian Financial institutions from the SWIFT international banking system. Meanwhile, NATO 
has condemned Putin’s aggressive actions and has promised to use additional military forces 
if needed. Ukrainians seem committed to retain their independence despite overwhelming odds 
against the Russian military. Putin’s strike could prove to become a prolonged civil conflict. 

In a sense, Putin is trying to redraw the map of eastern Europe. Furthermore, we don’t know 
what his intentions are, if any, to invade other areas in the east, such as the Balkans. The great 
unknown for now is whether the Ukraine invasion is just the start of a larger military operation 
led by Putin’s military. There would ultimately be a tipping point where the U.S. would have to 
respond militarily along with greater involvement from NATO. Drawing parallels to World War 
II, however, seems to be a bit overblown. Neither Russia nor the Ukraine are developed 
economies. Developed countries in the EU such as Germany and France could be largely 
unaffected by what happens in eastern Europe. 


