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US soldiers in North Carolina board an Air Force 

C-17 transport aircraft for a training exercise, 
February 8 (EyePress News/Shutterstock) 

President Joe Biden has reiterated that US forces will not be deployed in Ukraine but 
would protect NATO allies

President Joe Biden yesterday again stressed that US forces will not be deployed in Ukraine. 
Determination to avoid a direct clash between US and Russian forces limits Biden’s options for the 

Ukraine crisis. It also raises questions about the circumstances under which he would be prepared to 
use force and whether there are genuine ‘red lines’ which, if crossed, would result in a commitment of 
US troops to battle. 

What next

US allies beyond Europe, notably South Korea and Japan, will look closely at the US reaction to 
Russian moves in Ukraine, seeking assurances that their own security arrangements with 
Washington will be implemented in response to any military aggression they may face. Adversaries 
such as China, North Korea and Iran will also assess US action to determine where ‘red lines’ exist in 
other potential confrontations.

Subsidiary Impacts

◦ Biden will increase the supply of defensive weapons, training, advice and intelligence to Kyiv.

◦ The US military presence in NATO’s eastern member countries, including the Baltic states, will be 
reinforced.

◦ NATO allies will receive reassurance that Washington will uphold its collective defence 
commitments.

Analysis

The United States is not prepared to risk direct war with Russia. There are, however, clear red lines in 
US national security policy that would provoke a military response from Washington if they were 
crossed by an adversary. 

An attack on US territory would represent the most obvious red line

The most obvious is a direct attack upon US territory. Washington will also usually order a 

proportionate military response to any attack on US forces based overseas or on US embassies, 
consulates or other official premises or personnel. Violence against US citizens or companies 
overseas may also lead to military action, although these situations are more dependent upon 
circumstances.

NATO and collective defence 

Beyond a direct attack on US territory or specific US interests abroad, Article 5 of the NATO treaty 
presents the strongest US red line for adversaries. Biden has described it as "sacrosanct".

US administrations have not always been so firm in stating this commitment. The Trump 
administration, in particular, raised questions about whether member states deemed not to be 

contributing a sufficient share of NATO's costs could count on its support. 

During the Ukraine crisis, Biden has sought to reassure NATO allies and signal resolve to Russia by 

Ukraine raises questions about US use of force

Friday, February 25, 2022
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stating categorically that the "United States will defend every inch of NATO territory with the full force of 
American power". 

If fighting in Ukraine were to bring Russian troops across the borders of a NATO member -- Poland, 
Slovakia, Hungary and Romania all share borders with Ukraine -- then there is a significant risk of 
escalation that could bring NATO and Russian forces into direct military conflict. 

'Red lines' in Asia

Beyond NATO, there are other allied relationships and mutual security and defence arrangements that 

either establish red lines by treaty or strongly suggest that they exist. The two strongest of these formal 
arrangements define the priorities of US security policy in Asia-Pacific.

US-Japan

The US-Japan Security Treaty (1960) obliges the United States to defend Japan if it is attacked by a 

third party. The provisions of the treaty were clarified in 2012 to include the Senkaku/Diaoyu Islands 
disputed with China, and extended in 2019 to cover cyberattacks. 

Long-running controversies around the US military presence in Okinawa and questions about burden-
sharing have caused periodic tensions, but the security guarantees in this treaty offer an extremely 
high certainty that they will upheld by Washington.

US-Korea

The Mutual Defense Treaty (1953) between the United States and South Korea establishes grounds 
for "mutual aid" to deter external aggression and to "meet the common danger" in the event of an 
attack. 

As with Japan, the continued presence of US forces has been controversial in South Korea, with further 
disputes about burden-sharing. Nonetheless, in December 2021, a joint communique included a US 

reiteration of its commitment to provide extended deterrence through nuclear, conventional and missile 
defence capabilities. 

Quad

Having revived the Quadrilateral Security Dialogue (Quad) with Australia, Japan and India in 2017, the 

United States also formed AUKUS with Australia and the United Kingdom in 2021. These security 
arrangements are primarily aimed at countering Chinese regional ambitions. Although they do not 
include the formal collective security agreements of other alliances, there is a strong assumption that if 
China were to move militarily against any of these countries then the Quad would respond in concert 
with military action (see UNITED STATES: Indo-Pacific strategy shows commitment - February 14, 
2022).

The Taiwan question

The Taiwan Relations Act of 1979 obliges the United States to provide Taiwan with "a sufficient self-
defence capability" but it does not require it to intervene militarily to defend Taiwan if China launches an 
invasion. The United States has maintained a policy of 'strategic ambiguity' over exactly what response 
Washington would order if China used force to reunify with Taiwan. 

This lack of a clear red line has left both Chinese and Taiwanese observers very carefully watching the 

US reaction to Russia's actions in Ukraine for clues about how Washington might act if China tested 
its resolve on Taiwan (see TAIWAN: Ukraine crisis increases China threat - February 23, 2022). 

Middle East

In the Middle East, the United States has been winding down and withdrawing from its military 
interventions in Syria, Iraq and Yemen, but there remain circumstances ranging from terrorist attacks to 
violations of sovereignty that could trigger renewed interventions. 

Red lines here are more tacit than formalised. 
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Iran

Iran is particularly likely to face proportional military responses should it overtly attack US interests in 
the region. Negotiated agreement remains the Biden administration's preferred route to resolving the 
question of Iran's nuclear programme, as well as other Iranian activities in the region, but the use of 
military force to coerce Tehran remains on the table. 

Israel

The Biden administration has reiterated Washington's 'ironclad' commitment to Israel's security. 
Should Israel face invasion or sustained external attacks, it is highly likely the United States would 
intervene to help defend its closest regional ally.

Red lines and public opinion

One factor informing the political readiness to use US military force is public opinion. Conventional 
wisdom suggests the US public became war- weary as a result of the long military engagements in 

Afghanistan and Iraq. 

Public opinion does not favour a US deployment to Ukraine

Biden's insistence that US forces will not be deployed to Ukraine certainly appears to fit well with public 
attitudes. For example, an Economist/YouGov poll published on February 11 finds that only 13% of 
those surveyed believe that sending US troops to Ukraine to 'fight Russian soldiers' is a 'good idea'. 

Support for established red lines

Despite public doubts about Ukraine, a survey for the Chicago Council on Global Affairs (conducted in 
July 2021 as the United States prepared to leave Afghanistan) found historically high numbers of 
respondents in favour of using US troops if North Korea invaded South Korea (63%), if Russia invaded 
a NATO member such as Latvia, Lithuania or Estonia (59%), if Israel was attacked by its neighbours 
(53%) or if China invaded Taiwan (52%). 

These red line attitudes match the priorities of policymakers and suggest that adversaries should take 
note of the scenarios under which Washington would be willing to defend allies with major military 

force.
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Ukrainians entering Slovakia on February 25 

(Martin Divisek/EPA-EFE/Shutterstock) 

Russia’s invasion of Ukraine risks unleashing a social, economic and humanitarian crisis 
in Europe

Today EU leaders agreed on an additional sanctions package against Russia, which European 
Commission President Ursula von der Leyen said "will have maximum impact on the Russian 

economy and the political elite". The sanctions amount to a middle-of-the-road approach: leaders 
agreed to keep Russia in the SWIFT payment system and avoid targeting Russian energy exports. 
They will not cause immediate economic damage to Russia and are thus unlikely to influence its 
decision-making. 

What next

The sanctions will come into effect as early as today or tomorrow. Beyond targeting Russia for invading 
Ukraine, European leaders will have to grapple with serious policy challenges that will likely emanate 
from conflict in Ukraine, such as the disruption of economic recovery by energy inflation. The EU is also 
bracing for a refugee crisis that will likely dwarf the 2015-16 one in terms of numbers. Moreover, food 
shortages and soaring food prices risk increasing instability in Europe's neighbourhood. 

Subsidiary Impacts

◦ Russia is a major producer of nickel, copper and other commodities crucial for the transition to 
sustainable energy. 

◦ A flexible approach to EU fiscal rules will likely persist beyond 2023 to address issues such as 
defence spending and energy security.

◦ An anti-Russia insurgency in Ukraine could drag European countries into the conflict and make de-
escalation more difficult. 

Analysis

The crisis in Ukraine puts the EU in a difficult situation (see RUSSIA/UKRAINE: Offensive looks like all-

out invasion - February 24, 2022). It needs to decide whether it should apply its most robust sanctions 
now or reserve some for later in an effort to influence the Kremlin's decision-making. It must also 
consider compensation options to help countries that will be disproportionately affected by the conflict. 

Latest sanctions

The latest EU sanctions are more likely to hurt the Russian economy in the medium term and will not 
force President Vladimir Putin to reconsider his plans for Ukraine. The sanctions -- which come on top 
of measures imposed on February 21 (see RUSSIA: Graduated sanctions may not deter Moscow - 
February 23, 2022) -- include:

• financial sanctions targeting 70% of the Russian banking market;

• export controls on areas including equipment and technology which Russia needs, for example 
to upgrade oil refineries; and 

• additional sanctions against Russian individuals.

EU leaders were divided over whether to remove Russia from the SWIFT payment system and 
ultimately agreed not to do so for now following pressure from Germany, France and Italy. Energy 
exports -- Russia's main revenue source -- escaped sanctions.

Italian Prime Minister Mario Draghi and German Chancellor Olaf Scholz were key advocates of a more 

incremental approach to sanctions, fearful of the impacts of sanctions on inflation and broader 
economic recovery (see ITALY: Vote only delays return to instability - February 11, 2022). 

Ukraine crisis will bring heavy costs for Europe

Friday, February 25, 2022
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Germany's position

On February 21, Germany halted the certification of the Nord Stream 2 pipeline. In addition, Economy 
Minister Robert Habeck announced that Germany would embark on an assessment of its future energy 
supply, suggesting that Berlin will start diversifying its energy sources. 

The swift announcement over Nord Stream 2 was surprising as it was widely anticipated that the 
project would be cancelled only in the event of a large-scale Russian attack on Ukraine, not before. 

Russian aggression could strengthen the influence of the Greens' 
foreign policy 

The Greens have been exerting pressure on their Social Democratic (SPD) coalition partner to adopt a 
harder line on Russia. Moscow's aggression in Ukraine will enhance the credibility of the Greens' 
foreign policy and potentially strengthen their influence over the chancellor's decision-making (see 

GERMANY: Green government would be pragmatic - May 6, 2021). 

There was also heavy external pressure on Berlin. Aware that the United States would try to halt Nord 
Stream 2 with or without Berlin's support in the event of invasion, Scholz probably judged that it was 
better to get ahead of events and appear in control of the situation. 

Halting Nord Stream 2 is a hugely symbolic move that signals to Moscow that Germany is prepared to 
accept economic pain to impose costs on it. 

Costs of war

Beyond the decisions over sanctions and punishing Russia, Europeans will have to address serious 
challenges triggered by the conflict in Ukraine. 

Energy

Given its reliance on oil, gas and extractives, Russia's economy is highly vulnerable to sanctions on 
the energy sector. However, any attempt to impose serious sanctions targeting the Russian energy 
industry will also hurt European economies. Former Russian Prime Minister Dmitry Medvedev told 

Germans via Twitter that they would have to pay vastly higher prices for their gas.

European natural gas prices rose by almost 70% after Russia invaded Ukraine, while German power 
costs increased by 58% for March. Countries will pursue alternative sources for energy provision but 
for those countries particularly dependent on Russian energy, alternative options will not alleviate the 
inflationary pressures emanating from the crisis in Ukraine. 

Impact on food insecurity

Both Russia and Ukraine are important producers of food. According to the US Department of 
Agriculture, Russia and Ukraine account for one-third of the world's wheat exports, one-fifth of maize 
trade and roughly 80% of sunflower oil production. 

In 2020 Ukraine was the EU's fourth-largest external food exporter and provided the EU with around 
one-quarter of its cereal and vegetable oil imports. The crisis will result in supply chain disruption 

which will cause food shortages and a further increase in food prices. 

Given that the EU is a net exporter of food and Ukraine accounts for just 4.9% of the EU's total agrifood 
imports, the EU is in a strong position to adapt to any major disruptions to bilateral trade. 

A greater concern for the EU is the potential impact of the conflict on countries in the Middle East and 
Africa, which are far more dependent on Ukrainian food exports (in 2020 more that 50% of Ukrainian 
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wheat exports went to that region) and are already suffering from food shortages. Thus, disruptions to 
food supply from Ukraine could exacerbate social, economic and political instability in the EU's 

neighbourhood and raise concerns over a potential migration crisis. 

Refugee crisis

According to the UN, more than 100,000 people in Ukraine have already left their homes. The UN has 
warned that the humanitarian impact of the conflict will be "devastating". A large exodus could dwarf the 

2015-16 refugee crisis, when roughly 1 million people came to Europe. 

The EU and member states are preparing for a significant increase in Ukrainian arrivals over the 
coming weeks. European Commissioner for Home Affairs Ylva Johansson said the EU is "well 
prepared" for a refugee crisis. 

A refugee outflow could dwarf Europe's 2015-16 migration crisis 

Ukraine's neighbours such as Hungary, Poland and Slovakia are committed to assisting Ukrainian 
refugees. Earlier this month Polish Deputy Interior Minister Maciej Wasik suggested that his country 
was prepared to accept up to 1 million Ukrainian refugees. 

If the conflict forces millions of people to flee Ukraine, it is unclear whether Ukraine's neighbours will 
have the capacity and will to handle the situation. In such a case, pressure will mount on western EU 

states to share the burden and take in more refugees. 
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After Ukraine, Lithuania and Latvia, Poland has reported a rise in cybersecurity risks

The Polish government today reported that the country's national payments clearing system and the 

government's email network have experienced a rise in cyberattacks in recent days. Warsaw has not 
attributed the attacks to any actor, but Russian involvement is nearly certain. Poland, along with several 
other European governments including Lithuania, Ireland and the United Kingdom, yesterday called for 
barring Russia's access to the global SWIFT international payments system. However, strong German 
opposition prevented consensus at the EU level. Although Ukrainian government and financial 
institutions appear to have been the primary targets of recent Russian hacking, the Polish case -- and 
network breaches in Latvia and Lithuania -- show that the reach and scope of Russia's cyber 
campaign extends well beyond Ukraine. A wider campaign increases the risk of accidental failures. 

Our judgement

Russia's cyber activity will aim to pressure NATO members in its immediate neighbourhood, partly to 
distract European policymakers and partly to strain unity among them. Western counter-cyberattacks 

against Russian targets are possible, but they would elevate the risk of disproportionate retaliation 
from Russia. A cyberattack that results in civilian casualties in Ukraine or within the EU is a distinct 
possibility. 

See INT: Russian move raises risk of cascading cyberattack - February 24, 2022

Russian cyber warfare could result in casualties

Friday, February 25, 2022

Poland, Slovakia, Hungary, Romania and Moldova have already received over 400,000 
Ukrainian refugees

The UN High Commissioner for Refugees (UNHCR) yesterday said over 400,000 people had fled 
Ukraine since Russia's invasion started on February 24. According to Janez Lenarcic, the EU's 

commissioner for crisis management, that number could eventually rise to 7 million, while the UNHCR 
estimates that the humanitarian crisis caused by the war will affect around 18 million Ukrainians. 
Refugees have been crossing into Poland, Slovakia, Hungary, Romania and Moldova. Poland, which 
declared its border open even to Ukrainians fleeing without valid official documents, has welcomed 
about 200,000 refugees. It is already home to nearly 2 million Ukrainians. Almost 80,000 refugees 
have entered Hungary, which accepts all citizens and legal residents of Ukraine. Around 70,000 
Ukrainians have found refuge in Moldova, more than 67,000 in Romania and more than 10,000 in 

Slovakia. Meanwhile, EU interior ministers yesterday debated the prospect of granting temporary 
protection to refugees based on the Temporary Protection Directive.

Our judgement

Europe faces the largest humanitarian crisis since the end of the Cold War due to the refugee influx. In 

the medium-to-long term, dynamics in Central-East European states -- especially Poland, Hungary 
and Moldova -- could change quite markedly in several ways, economically, culturally and politically. 

See POLAND: Society may accept large Ukrainian influx - February 9, 2022

Central-Eastern Europe faces huge humanitarian crisis

Monday, February 28, 2022
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The Russian invasion of Ukraine has raised the salience of defence policy in East Asia

Former Japanese Prime Minister Shinzo Abe, who leads the ruling party's largest faction, said 

yesterday that Japan should explore hosting US nuclear weapons under a 'nuclear-sharing' 
arrangement that brings Japan into the nuclear decision-making process, referencing a similar 
arrangement with NATO countries and Ukraine's decision to abandon the nuclear weapons it inherited 
from the Soviet Union. Prime Minister Fumio Kishida later rejected the possibility of nuclear-sharing as 
"unacceptable". Abe said in the same interview that Japan should abandon strategic ambiguity and 
publicly commit to defending Taiwan in order to deter China. In public opinion survey results published 
by Nikkei today, 77% of respondents in Japan feared that the Ukraine war would have spillover effects 
on Taiwan.

Our judgement

The war in Ukraine will likely stimulate changes in defence policy in East Asia, foremost by increasing 
a sense of insecurity. Support for rearmament will rise in Japan, but the country will not host US 

nuclear weapons. Taiwan's government may have leeway to divert greater resources towards defence. 
Japan and South Korea may renew efforts to cooperate. China will adjust its assessment of the 
capabilities required for invading Taiwan, likely revising them upwards.

See JAPAN: Tokyo will move closer to Washington on Taiwan - September 29, 2021

Ukraine war will spur defence rethink in East Asia

Monday, February 28, 2022

Russia's central bank has doubled its key interest rate as new sanctions curb its room for 
manoeuvre

The Central Bank of Russia (CBR) today raised its key interest rate from 9.5% to 20.0% in a bid to halt 
further steep ruble depreciation. The CBR has been selling foreign currency from its reserves to shore 

up the ruble since the invasion, but new EU and UK sanctions directly on the bank will restrict its ability 
to use its reserves. This will make CBR interventions to prop up the ruble more difficult. Elsewhere, a 
US-EU-UK-Canadian statement announced sanctions on Russian access to the SWIFT financial 
messaging system. The restrictions mainly affect banks already under sanctions, and not oil and gas 
payments. Norway's large oil fund says it will begin divesting its Russian assets, and BP will sell its 
19.75% stake in Rosneft. 

Our judgement

Western sanctions are expanding and investors are getting cold feet, in ways Moscow may not have 
factored in to its initial calculations of invasion risks. The rate hike is the largest since President 
Vladimir Putin came to power and a stark reflection of the extreme difficulties. The CBR's freedom of 
action on the ruble is substantially curbed by the targeted sanctions. The rate hike, depreciation and 

inflation will hit one of Putin's core constituencies: pensioners and other low-income groups generally. 

See UNITED STATES: Biden urged to toughen sanctions - February 25, 2022

Bank sanctions squeeze Russian currency and finances

Monday, February 28, 2022
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Dollar/ruble rates shown at an exchange office in 

St. Petersburg, February 28 (Anatoly Maltsev/EPA-
EFE/Shutterstock) 

Western governments have ramped up sanctions in the hope that economic pressure 
and diplomacy will work

In its latest round of sanctions, the EU yesterday targeted 26 leading Russian businessmen, military 
chiefs and media "propagandists". These actions 'name and shame' prominent Russians. The 

February 27 announcement of a freeze on Central Bank of Russia (CBR) assets held within US and 
EU jurisdictions will cause greater economic disruption. CBR governor Elvira Nabiullina said yesterday 
that intervention to prop up the ruble had ended because of the sanctions. 

What next

The evolving sanctions may be harder-hitting than President Vladimir Putin anticipated. There is still 
some way to go: access to the SWIFT financial messaging system could be further restricted, and US 
Treasury Department designations of Sberbank, VTB and Gazprombank would cause immediate and 
significant business disruptions. These banks -- Russia's top three financial institutions, in that order -
- are involved in a large proportion of external trade operations.

Subsidiary Impacts

◦ Washington will watch out for evidence that China is helping Russia to evade financial sanctions.

◦ UK and EU sanctions target Russian arms and warship manufacturers, surprisingly unscathed until 
now. 

◦ Russian civil aviation will lose capacity to maintain and renew its fleet; two-thirds of aircraft in service 
are US-, EU- or Canadian-made.

Analysis

As the February 24 invasion of Ukraine began, a united front of states rapidly emerged, eliminating any 
doubts as to the certainty of concerted sanctions. 

An expanding series of measures are being rolled out at some speed, including some that were not 

given serious consideration before.

Central bank 

The United States and EU on February 27 announced a freeze on CBR assets held within their 
jurisdictions. The European Commission said on February 27 that the freeze would extend to at least 
half the bank's assets (it is unclear whether this 'half' includes gold). 

Russia may not have priced in ever-expanding sanctions

Tuesday, March 1, 2022
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As of February 1, the CBR held nearly half its more than USD630bn in foreign reserves as securities of 
non-Russian emitters and nearly one-quarter as cash and bank deposits in overseas financial 
institutions. 

 

The freeze will curb the CBR's ability to conduct open market interventions in support of the ruble. The 
bank intervened to prop up currency as it plummeted in value after the invasion, but stopped after the 
announcement. The dollar exchange rate fell to RUB105:USD1 just yesterday, down 26% from 
February 25.

Intervention to save the ruble (and people's savings) has ended

It may also make it more difficult for Russia to pay interest on its external government debt.

Sovereign debt 

US President Joe Biden last week extended pre-existing sovereign debt prohibitions to the secondary 
market in ruble-denominated OFZ treasury bonds. This will effectively push the remaining non-resident 

investors out of the OFZ marketplace (see RUSSIA: Graduated sanctions may not deter Moscow - 
February 23, 2022).
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The EU says it will constrain Russian access to EU capital markets, matching US action on Russian 
debt.

Senior leadership and oligarchs 

Individual sanctions in the shape of asset freezes and visa bans have long been standard forms of 
Western action and usually have little effect, except in 2018 when the US Treasury sanctioned Russian 
billionaires Oleg Deripaska and Viktor Vekselberg, both heading extensive business empires with 
broad global reach.

The EU says its sanctions list will extend to 351 members of the State Duma (parliament), individuals 
and entities, and unspecified Russian banks that finance the Russian military. 

The individuals named yesterday include Rosneft chief Igor Sechin, Transneft head Nikolay Tokarev, 
Mikhail Fridman, founder of Alfa Group, Alfa shareholder Petr Aven, Uzbek businessman Alisher 
Usmanov, several government ministers and Kremlin spokesman Dmitry Peskov. 

This has significant consequences for companies owned or run by these individuals, and their clients, 
partners and employees across the world.

Deripaska and Fridman have both come out strongly against the invasion. 

More symbolically, Putin and key ministers Sergey Lavrov (foreign affairs) and Sergey Shoigu (defence) 
have been sanctioned by the EU, United Kingdom, United States, Canada and Australia.

The United Kingdom targeted three oligarchs already under US sanctions: Putin associates Gennady 
Timchenko, Boris Rotenberg and his nephew Igor Rotenberg. 

Banks and companies 

Russia's second-largest bank VTB is so far the major casualty of coordinated US-EU-UK sanctions. 
The assets of VTB and some smaller banks are frozen, they are cut off from US dollar, euro and 
sterling funding markets and cannot conduct activities with, or for, these jurisdictions.

Sberbank, the largest bank by assets, has only lost access to US correspondent and payable-through 
accounts so far, but remains a prime target for future designations. 

Gazprombank and the largest privately owned financial institution, Alfa Bank, are subject to sectoral 
restrictions limiting their access to US capital markets. Alfa is under similar EU sanctions. 

The United Kingdom has acted against five Russian banks, erroneously described as 'key'. Bank 
Rossiya, the twelfth-largest bank, was already under US and Canadian sanctions that left it effectively 
shut out of the Western financial system. Among the others, none makes it into the top 90, and two 

were already under US sanctions for doing business in Crimea. 

Promsvyazbank was selected in 2018 to service Russia's defence sector and has limited exposure to 
external markets as it operates primarily in rubles and relies on state funding. Biden similarly 
sanctioned Promsvyazbank as well as VEB, a government-owned development corporation previously 
under more limited sectoral sanctions.

New, more drastic sectoral restrictions imposed by Washington apply to non-financial organisations 
such as Alrosa (diamonds), Rostelecom, Rusgidro (hydroelectricity) and Sovcomflot (maritime 

shipping).

SWIFT access 

On February 27, Western governments reached agreement on disconnecting certain Russian banks 
(those already sanctioned) from the SWIFT payment messaging system. Until only recently, this was 
termed the 'nuclear option'. 
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The ban does not extend to Russia's entire financial sector. The partial SWIFT exclusion does not 
equate to embargoing trade with the rest of the world. However, it will add substantial new costs and 
time delays to the execution of payment instructions and, as a consequence, cause major trade 
disruptions. 

Export restrictions 

The United States, United Kingdom and EU have imposed further sanctions limiting Russia's ability to 

import high-end technology goods, needed for innovative and other industries dependent on Western 
know-how. They specifically target defence and aircraft manufacturing, shipbuilding and electronics. 

Oil and gas 

In a surprise early demonstration of resolve, Germany announced the suspension of certification for 
Gazprom's Nord Stream 2 gas pipeline on February 22.

Western governments have so far refrained from acting against the domestic Russian oil and gas 
sector because of its importance to global (particularly European) supply. Media reports suggest 
restrictive measures may come, but they are not expected to be comprehensive.

Oil and gas have not been penalised, apart from Nord Stream 2 

Washington has imposed new sectoral sanctions on Gazprom and its oil affiliate Gazprom Neft, but 

they will not impede production or sales by either company. Rosneft and Lukoil, two other oil majors, 
have not been hit by new sanctions to date. 

On February 27, BP announced it was divesting its 19.75% stake in Rosneft. Norwegian firm Equinor 
announced the following day that it was exiting joint-ventures including cooperation with Rosneft in two 
hydrocarbon fields in western and eastern Siberia.

On February 28 Shell, which partners Gazprom in the Sakhalin 2 gas project and Siberian oilfields, 
announced that it would quit those joint ventures.

Other actions 

The EU decided on February 27 to close its airspace to all Russian aircraft. This was matched by 

overflight and landing bans in the United Kingdom and Canada. 

The same day, the EU banned Russia's state-owned RT television and Sputnik news agency. Poland 
and the Baltic states earlier banned several Russian-language TV stations. 
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Japan has joined other G7 governments in freezing Russian assets

Japan will freeze the yen-denominated assets of Russia's central bank, the Nikkei newspaper reported 

yesterday, along with the other G7 governments. Around 6% of Russia's foreign exchange reserves are 
in yen. Japan has also placed sanctions on Russian individuals and banks. Japan will also provide 
USD100mn in humanitarian aid to Ukraine, and allow Ukrainians in Japan to extend their stays. 
Japanese investors have not (yet) pulled out of the Sakhalin-2 energy project, in which they hold a 
22.5% stake; Shell announced today that it will divest its 27.5% stake. The project exports 60% of its 
gas to Japan, which imports 9% of its liquefied natural gas from Russia in total. Japan has not 
imposed sanctions on Russian airline Aeroflot.

Our judgement

Japan has responded more firmly to the Ukraine invasion than it might have, despite little apparent 
pressure from domestic public opinion to do so. Rather, it is responding to international pressure, and 
perhaps acting on principle. Prime Minister Fumio Kishida lacks his predecessor Shinzo Abe's 

personal relationship with Russian President Vladimir Putin and may feel he has less to lose. It is 
probably not impractical for Japan to impose sanctions in the energy sector.

See RUSSIA: Bank sanctions squeeze ruble and finances - February 28, 2022

Japan's Russia sanctions stop short of potential

Tuesday, March 1, 2022
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