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Russian Military Action in Ukraine
First-Cut Views

“Buy to the sound of Cannons, Sell to the sound
of Trumpets”
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I Kcy Questions

What is the issue?

How wide will be the theatre of war?
How much will the sanctions bite?
What happened to the Global Markets?

Our Views
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Ukraine used to be a part of the erstwhile USSR till it broke away as an independent country.
It was a significant industrial belt and economically quite prosperous

Post Independence, Ukraine has repeatedly tried to become a member of NATO

Russia has been strongly opposed to this move as it would bring NATO to its doorstep

As a deterrent, Russia initially positioned 1.1 Lakh troops on the Ukrainian border. This number was then later raised to
1.9 Lakhs

Russian president has recognized the independence of 2 Russian controlled territories (Donestsk and Lugans) in eastern
Ukraine

Territories have been armed, financed and controlled by Russian territories but until this week Russia still recognized as
part of Ukraine

On 23" February 2022, Russian Military has bombarded many locations in Ukraine and they have been alleged to have
entered inside Ukraine
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Marks the end of the Minsk Peace deal sighed between Russia and Ukraine in September 2014
which is now void

This brings the Western bloc consisting of NATO and Allied countries in a dangerous stand-off
with Russia and some significant countries like China, Syria and others

US and allies have already threatened economic sanctions against Russia. Germany has
stopped work on Nord stream 2 gas pipeline

In the event of a prolonged action by Russia, economic sanctions may escalate into regional
conflicts.
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During the Russian invasion of Crimea in February 2014, only the Russian markets fell initially

Crude prices had already crossed $100 before the invasion. They fell to below $50 within a year
from the invasion

As a result of sanctions on Rusal (one of the largest producer of aluminum in the world) the
prices had scaled to a peak due to cut in supplies to the world markets

Russia is one of the largest suppliers of Natural gas and Crude to Europe and it is estimated
that energy prices will go up by 40%.
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Crimea was a non-event for India as well as global markets. After initial volatility they
continued their upward trajectory

USD strengthened further. Commodities began to soften due to stronger USD

Crude also corrected sharply after initial volatility due to stronger USD and sharp increase in
shale oil production. Natural Gas was correcting throughout this time.
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Knee-jerk reaction will be very negative
In the background of relentless selling by Flls, the markets may remain weak for sometime

The Midcap and the Small cap index have corrected more than the Sensex/Nifty but domestic retail interest continues to be strong in
the equity markets

In the Medium-term, much will depend on how global commodity prices behave:
We expect the Russia-Ukraine stand-off to be resolved sooner rather than later
Therefore it is likely that commodity prices may start coming off shortly
This will ease the margin pressure being experienced by companies across various sectors
This can further reinforce a rally based on earnings momentum being maintained

There have been numerous events such as Demonetization, North Korean crisis and Covid-19 in the last 7 years, but none of them have
kept the market for too long.

_ This fall in the market provides the much awaited correction for investors to accumulate good quality stocks at attractive prices
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This presentation is intended for internal use and may contain confidential information that belongs to the sender and/or legally privileged information that is
protected by the attorney-client privilege. If you are not the intended recipient of this communication, you must not disseminate copy or take any reliance on it. If
you have received this message in error please notify the sender immediately, to arrange the return of the document. This document is not for public distribution
and has been furnished to you solely for your information and may not be reproduced or redistributed to any other person. The manner of circulation and
distribution of this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this
document may come are required to inform themselves of, and to observe, such restrictions. This material is for the personal information of the authorized
recipient, and we are not soliciting any action based upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to buy any security
in any jurisdiction where such an offer or solicitation would be illegal. No person associated with Citrus Advisors is obligated to call or initiate contact with you for
the purposes of elaborating or following up on the information contained in this document. The material is based upon information that we consider reliable, but
we do not represent that it is accurate or complete, and it should not be relied upon. Neither Citrus Advisors., nor any person connected with it, accepts any
liability arising from the use of this document. The recipient of this material should rely on their own investigations and take their own professional advice.
Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned
that any forward-looking statements are not predictions and may be subject to change without notice. We and our affiliates, officers, directors, and employees
world wide, including persons involved in the preparation or issuance of this material may; (a) from time to time, have long or short positions in, and buy or sell
the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or may perform or seek to perform investment banking
services for such company(ies)or act as advisor or lender / borrower to such company(ies) or have other potential conflict of interest with respect to any
recommendation and related information and opinions. The same persons may have acted upon the information contained here. No part of this material may be
duplicated in any form and/or redistributed without Citrus Advisors' prior written consent. No part of this document may be distributed in India or abroad. In so
far as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.

Mutual funds are subject to market risk. Please read the offer document carefully before investing
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