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Thoughts of the CEO
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«Increased geopolitical tensions increase pressure on global commodities markets.»

Since my last publication, the world has changed dramati-
cally, putting into question the World Order we have grown
accustomed to over the past 80 years. Whilst investors have
been focusing on how quickly central banks were going to
tighten monetary conditions to fight inflation ecarlier in
February, attention has shifted abruptly to Russia’s invasion
of Ukraine more recently. Besides the ensuing humanitarian
crisis, this conflict will have a deep impact on global com-
modities markets.

Russia is a significant commodity producer of energy — pro-
viding some 17% of global natural gas and approximately
11% of global oil supplies. Additionally, 40% of the World’s
palladium, which is an important element used by carmak-
ers to remove toxic emissions from exhaust fumes, is pro-
duced by Russia. Other metals used in electric mobility in-
clude platinum, copper and nickel, which Russia is an
important provider of.

Both Russia and Ukraine are also dominant suppliers of
neon, a gas critical in the chip manufacturing process and a
byproduct of steel manufacturing, which only adds to the
semiconductor supply chain disruptions experienced since
the outbreak of the Covid-19 pandemic.

Another worrying effect of the war in Ukraine is the impact
on grains and food prices. A total of 20% of the world’s de-
mand for corn and c. 14% for wheat comes from the two na-
tions at war. Poor harvests around the world have already
pushed food prices to new highs, and the crisis is likely to
have further dire consequences for countries depending on
wheat and corn from Ukraine in particular.

The commodities industry has been one of the most promi-
nent examples of globalisation over the past thirty years,
which brought lower cost in the supply chains, but inadvert-
ently created stronger reliance on certain producers. Height-

ened geopolitical tensions likely increase the risk of further
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price rises and the potential of weaponising some natural re-
sources, like natural gas for instance, as experienced late last
year when Russia cut its supply to the European Union by
some 25% from a level of traditionally 40% according to the
International Energy Agency.

In light of such sharp price movements, investors might
wonder whether it is worthwhile taking an exposure in any
of the commodity compacts mentioned above to benefit
from further price appreciation. Given the highly uncertain
outlook of the ongoing military conflict and development
in supplying the World with raw materials, it is highly likely
that volatility in these markets remains high.

Gold is often cited as a safe haven in times of crises, too. [
would like to draw the reader’s attention to the fact that dur-
ing the Global Financial Crisis in 2008 and again when the
Covid-19 pandemic broke out in early 2020, the price of
Gold has been subject to volatility spikes and its correlation
to other asset classes increased significantly in the short
term. As a result, we would advise to be cautious before tak-
ing any tactical bets in such circumstances and reiterate our
view that clients might wish to consider protecting their
risky assets.

Finally, a word on central banks. Having embarked on the
route to normalisation after extraordinarily loose monetary
conditions over the past two years, which has lent strong
support to equity markets at the same time, they are now
facing the challenge of continuously strong inflation and the
prospects of slowing growth, often referred to as stagflation.
Whilst they remain vigilant on the former in particular, the

risk of any interest rate shock looks remote for now.
Yours sincerely,

Karam Hinduja
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Focus on Turkey
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Whilst the Ukraine crisis lays bare the vulnerability of
global raw material supplies, potentially pushing infla-
tion higher and weighing on growth prospects - for
Eurozone economies in particular - it also sends shock
waves farther afield.

Outside the immediate conflict, one of the countries
most affected is Turkey, which has strong economic
ties with both Moscow and Kyiv. Russia is Turkey’s
largest import trade partner with a volume of approxi-
mately USD 30bn in 2021, representing c. 11% of the
country’s total imports. The main import item is
natural gas — currently about 1/3 of Turkey’s energy
demand.

The recent unorthodox monetary policy conducted by
the nation’s central bank, which saw its key 1-week
repo interest rate cut aggressively from 19% to 14%
between August and December 2021 despite soaring
inflation (54.4% year-on-year in February 2022), has
weakened the economy profoundly. Unemployment is
high (11% as at December 2021) and the lira has lost
90% since the beginning of 2021, leaving the popula-
tion poorer and angrier.

We recommend investors remain cautious.

Fig. 1: Turkish Lira
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And India...
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India’s bilateral trade volume with Russia was only worth

about USD 8bn last year with Indian imports exceeding ex-
ports by a ratio of 3:1, thus ranking Russia 32nd for exports
and 20th for imports. The top import items from Russia being
crude oil, coal and petroleum products, the combined share of

these imports amount to a mere 2.5% of total supplies.

Thus, whilst individual businesses will see their trade with
Russia disrupted, the direct impact on the overall economy
seems not to be that significant. However, for a country that
imports more than 80% of its oil requirements, pressure on in-

flation is likely to build further.

Since the Reserve Bank of India’s (RBI) monetary policy mee-
ting in early February the price for Brent has increased sharply,
pushing consumer price inflation to the RBI’s upper threshold
of tolerance of 6% in January. The central bank’s monetary po-
licy committee kept the repo rate, its main lending rate to

banks, unchanged at 4% for the tenth consecutive time.

With India’s economic recovery slowing in the last three
months of 2021 (+5.4% quarter-on-quarter versus 5.9% es-
timated), the RBI’s focus was on continued support to ena-
ble a durable and broad-based growth path. Depending on
the length of the conflict and its disruptive consequences
for energy prices, monetary policy might well have to be re-

viewed at some stage.

The domestic equity market, for its part, is turning more
skittish and has seen volatility, as measured by India’s VIX
index, increase to its highest level since the outbreak of the

pandemic.

Fig. 2: India NSE Volatility Index
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Figure of the Month

15.4

Asian stocks, as measured by MSCI ex-Japan, carry a Price/Earnings ratio of 15.4, which compares to 22.5 for the
S&P500 stock index as at 4th March 2022. The relative cheapness of Asian stock markets represents an attractive
opportunity to enter or increase one’s allocation to a region which promises to continue growing its GDP at a high-
er rate than many developed economies in the Western Hemisphere. According to OECD forecasts, China and In-
dia will be growing at an annual rate of 4.8% and 6.9% from now to 2030, respectively. This compares to 1.9% and
1.7% for US and Europe, respectively, over the same time period.

Longer term both countries will be the leading economies globally. As these economies grow, domestic capital mar-
kets will become broader, deeper and more sophisticated, attracting an ever-stronger local institutional investor
base, which is likely to maintain a domestic bias in their asset allocation choices, and thus lending a natural support

to their markets.

Real GDP long-term forecast
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S. P. Hinduja Banque Privée — A family-owned Swiss Bank with Indian roots.

S.P. Hinduja Banque Privée S.A. is an innovative Swiss bank with roots in India, offering wealth management and
investment advisory services to entrepreneurial clients. We partner with clients to create exponential economic
and social impact, as our family has aspired to do for over 100 years.

Founded in Geneva in 1994 by Srichand Parmanand Hinduja with a vision to provide clients with a bridge bet-
ween East and West, our institution remains the only Indian-owned Swiss bank in history. With an active presen-
ce in Switzerland, India, UAE and the UK, S.P. Hinduja Banque Privée offers its clients the reliability of Swiss
regulatory oversight, while providing specialized access to high-growth markets.

We are a private bank with an entrepreneurial spirit, embracing collective action and building creative solutions
that advance the world, economically and socially.

The future of banking is emerging at the intersection of profit and purpose.

Contact:

S.P. Hinduja Banque Privée S.A. Phone: +41 58 906 08 08

Place de la Fusterie 3bis Fax:+41 58 906 08 00

1204 Geneva Email: info@sphinduja.com

Switzerland Website: sphinduja.com
Disclaimer

This his report has been exclusively prepared and published by S.P. Hinduja Banque Privée SA (“SPH”). This publication is for your informa-
tion only and is not intended as an offer, or a solicitation of an offer, to buy or sell any investment or any other specific product. The analysis
contained herein is based on numerous assumptions. Different assumptions could result in materially different results. Certain services and
products are subject to legal restrictions and cannot be offered worldwide and/or on an unrestricted basis. Although all information and opin-
ions expressed in this document were obtained from sources believed to be reliable and in good faith, no representation or warranty, express or
implied, is made as to its accuracy or completeness. All information and opinions indicated are subject to change without notice. Some invest-
ments may not be readily realizable if the market in certain securities is illiquid and therefore valuing such investments and identifying the risks
associated therewith may be difficult or even impossible. Trading and owning futures, options, and all other derivatives is very risky and there-
fore requires an extremely high level of risk tolerance. Past performance of an investment is no guarantee for its future performance. Some in-
vestments may be subject to sudden and large falls in value and on realization you may receive back less than you invested or may be required
to pay more. Changes in foreign exchange rates may have an adverse effect on the price, value or income of an investment. SPH is of necessity
unable to take into account the particular investment objectives, financial situation and needs of our individual clients and we recommend that
you take financial and/or tax advice as to the implications (including tax liabilities) of investing in any of the products mentioned herein. This
document may not be reproduced or circulated without the prior authorization of SPH. SPH expressly prohibits the distribution and transfer
of this document to third parties for any reason. SPH will not be liable for any claims or lawsuits from any third parties arising from the use or

distribution of this document. This report is for distribution only under such circumstances as may be permitted by applicable law.
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