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"ENERGY TRANSITION AND ECONOMIC SOVEREIGNTY" 

 The war in Ukraine increases the need for energy independence in Europe 

 Green energy means increased demand for raw materials  

 States provide financial support to accelerate the transition 

 But fossil fuels and nuclear power are here to stay 

 

 

 GRAPHIC OF THE WEEK: "The strategic commodities super cycle is on" 

 

ANALYSIS OF FINANCIAL MARKETS 

Energy prices, and also agricultural commodities and natural resources, have not reached such levels 

since the great financial crisis (see Graph of the week). The Covid-19 pandemic has triggered a 

commodity super cycle, exacerbated by the war in Ukraine. The desire for economic sovereignty is 

growing. Europe is becoming more aware not only of the importance of securing its own energy needs, 

but also its food supply. 
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 War in Ukraine accelerates need for energy independence in Europe 

All the Ukrainian crises of the last 20 years have led to the same conclusion: Europe must reduce its 

dependence on Russian gas and oil. Indeed, Europe depends on Russia for its energy needs, but 

hydrocarbons are also used in the composition of many products, including synthetic fertilizers, 

packaging, etc., and therefore in a large part of the agri-food value chain. 

 

Fig. 2 - Principles of nitrogen fertilizer production  

  

 

If Russia decided to stop exporting nitrogen, potash and phosphate, then the prices of all fertilizers 

would soar. By 2021, Russia was the largest exporter of nitrogen fertilizers and the second largest supplier 

of potash and phosphorus fertilizers in the world. 

To find potash, of which almost 40% is imported from Russia and Belarus, Europe could turn to Canada, 

which is already its main supplier, but at higher prices, or to Israel and Jordan. Canada is the world's 

largest producer and exporter of potash and local companies such as Nutrien and Mosaic should 

continue to take advantage of their favorable geographic location for at least the next 2-3 years. 

Nutrien's management has already indicated its willingness to increase its production capacity to cover 

some of the demand that will no longer be addressed by Russia as a result of trade sanctions.  

The European Union could also increase its phosphate supplies, of which China, Morocco and the United 

States are the leading producers. But this will not replace the nitrogen on which the high yields of 

European agriculture depend. Alternative avenues will be explored if the crisis persists, such as a change 

in crops, favoring legumes, sunflowers or soya, which require less nitrogen than wheat and corn.  

Yara, a fertilizer company, has announced that it intends to produce 30% of its nitrogenous fertilizers 

as soon as 2023 from water hydrolysis, rather than from gas. "Green hydrogen" is still very expensive, 

but it would free Europe from both fossil fuels and dependence on Russian gas. 

 

 

Source: UNIFA, Atlantic Financial Group 

The production of nitrogen 

fertilizers requires large 

quantities of gas. They are 

made from ammonia 

obtained by combining 

nitrogen from the air with 

hydrogen from natural gas 

(see Fig. 2). Thus, almost 

80% of the cost of producing 

ammonia is related to the 

use of gas.                    
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 Green energy means increased demand for raw materials  

The transition to renewable energies requires raw materials (see Fig. 5) such as copper, nickel, lithium 

or rare earths (neodymium and dysprosium). Among the industrial metals most exposed to sanctions by 

the international community against Russia are palladium, nickel and aluminum (see Fig. 3). In 2019, 

Russia was the third largest producer of nickel ore behind Indonesia and the Philippines, but is second only 

to China in refined nickel. In 2020, Norilsk Nickel, domiciled in Russia, was the largest producer of nickel, 

followed by Vale, which operates mines in Brazil, Canada and Indonesia (see Fig. 4). 

 

Fig. 3 - Russian raw material production  Fig. 4 - The most important nickel companies 

Company Country of domicile 2020 Production (kt) 

Norilsk Nickel Russia 178.2 

Vale Brazil 167.6 

Glencore Switzerland 101.6 

BHP Group Austria 74.8 

Anglo American UK 43.6 

South 32 Australia 36.1 

Eramet group France 35.9 

IGO Australia 29.5 

Terrafame Finland 28.7 

MCC-JJJ Mining China 28.6 

 

 

Nickel is used to make stainless steel, but its fastest growing market is for batteries that power electric 

vehicles. Markets heavily affected by the pandemic, such as aerospace, are expected to improve, while 

energy shortages in Europe and China are increasing the pressure for a rapid change in the energy mix. 

The global move towards zero carbon emissions should have a positive impact on nickel demand. 

Palladium, of which Russia controls 50% of the world market, is used in the manufacture of catalytic 

converters. It also reached an all-time high of $3,442 per ounce on 7 March. Since then, palladium futures 

have fallen 27% on indications that the war in Ukraine is not curbing Russian supply as much as expected.  

Solar energy is largely dependent on China, which is also experiencing an energy crisis and is imposing 

consumption restrictions to cope with it. As a result, polycrystalline silicon, which is used in integrated 

circuits, processors and solar panels, is in short supply. Silicon factories are operating at very low capacity 

due to energy constraints and covid-19 related lockdowns, leading to a sharp rise in silicon prices of over 

330% since March 2020. Prices of silver, copper, glass, ethylene vinyl acetate, aluminum and other raw 

materials have also soared, affecting other subcontractors such as corrugator suppliers. 

The wind energy sector consumes few raw materials and is therefore a promising renewable energy in 

terms of energy independence. 

The uncertainty surrounding commodity prices and the resulting volatility could slow down the 

transition to low-carbon energy.  

 

Source: Mining Intelligence, Atlantic Financial Group 
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Fig. 5 - Critical raw materials for the energy transition 

 

 

 States provide support to accelerate the transition 

In light of the ongoing war in Ukraine, Europe has decided to accelerate the transition to clean energy 

and reduce its dependence on suppliers such as Russia and volatile fossil fuels. 

A comprehensive policy framework is needed for a successful energy transition. The REPowerEU plan 

(Joint European Action for More Affordable, Secure and Sustainable Energy) aims to make Europe 

independent of Russian fossil fuels by 2030, with the goal of reducing the EU's demand for Russian gas 

by two-thirds by the end of 2022. 

In this context, the Trans-European Networks for Energy (TEN-E policy) and the Connecting Europe Facility 

(CEF) funding programme are extremely important as they promote projects aimed at eliminating 

dependence on Russian gas imports. One of their main objectives is precisely to enhance the EU's security 

of energy supply by enabling diversification of supply sources, counterparts and routes, and by 

increasing storage capacity, system resilience and the connection of isolated markets to more 

diversified supply sources. 

EU countries are largely responsible for their own energy policies. Governments have already pumped 

billions of dollars into tax cuts and national subsidies to curb soaring energy bills.  

 

 But fossil fuels and nuclear power are here to stay  

The energy transition is taking time. The European Union hopes to increase its renewable energy capacity 

to 600 terawatt hours by 2030. This deadline could have a significant impact on employment and 

increased costs associated with the transition.   

Source: IRENA, Atlantic Financial Group 
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In the meantime, Europe must find alternatives, the main ones being to maintain or even increase 

electricity production capacity via nuclear power plants. Another option is to find other sources of fossil 

fuels outside Russia that are less sensitive to geopolitical events. Unsurprisingly, the first recommendation 

of the International Energy Agency (IEA) is to increase gas imports from non-Russian suppliers: through 

increased production in the EU and pipeline imports from Norway and Azerbaijan, but above all through 

a sharp increase in liquefied natural gas (LNG) deliveries. 

Recently, the Biden administration stated that the US would aim to 

supply European buyers with an additional 15 billion cubic metres 

(bcm) of LNG this year, and 50 bcm by 2030 to replace Russian gas 

imports. US LNG producers and exporters such as Chenière Energie, 

New Fortress Energy and Next Decade Corp are expected to increase 

their capacity to Europe. 

Other adjustments, the potential impact of which is quantified by the International Energy Agency (IEA), 

should help reduce Russian gas deliveries: 

• maximising European electricity production from bioenergy and nuclear power (IEA calls for 

postponing the planned closure of 5 nuclear reactors in the EU in 2022 and 2023), at the expense of 

gas-fired power plants (estimated impact over the next year: - 13 bcm of gas consumption at EU level); 

• accelerate the deployment of new wind and solar projects to increase the production of these sectors 

(estimated impact: - 6 bcm); 

• encourage consumers to reduce their thermostats by 1°C (estimated impact: - 10 mmc); 

• accelerate the replacement of gas boilers by heat pumps (estimated impact: - 2 mmc); 

• accelerate energy efficiency actions in buildings and industry (estimated impact: - 2 bcm); 

 

Fig. 6 - Nuclear energy in Europe 

Nuclear power currently generates 

about a quarter of the electricity in 

the EU, with more than half of the 

total installed capacity in France. 

France accounts for more than half of 

the total capacity with the largest 

nuclear fleet in Europe (about 61.4 

GW of the EU's nearly 105 GW), and 

the second largest in the world after 

the US.  

 

 

 

 
Source: IAEA, Atlantic Financial Group 
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While some Member States are phasing it out, others are questioning whether it is possible to ensure 

sufficiently sound economic conditions and safety regimes for nuclear power to make a significant 

contribution to a low-carbon future.  

  

Conclusion: 

The Covid-19 epidemic and the war in Ukraine have highlighted Europe's dependence on its economic 

partners. China, Russia and Ukraine play a key role in the world's supply of strategic raw materials for 

industrial and food use. In addition to this, climate change requires an increasingly urgent energy 

transition. Significant investments will be made so that Europe can regain some of its sovereignty in key 

sectors such as energy, agriculture and semiconductors. European utilities, wind turbine, solar panel or 

LNG terminal equipment manufacturers should benefit from the transformation that will take place. 

Securing the raw materials needed for this transition implies difficult choices and sometimes the 

establishment of new supply channels that are carbon intensive:  

"Sometimes destiny has to take tortuous routes to achieve its ends. 

  Nicolas Jarry 
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RETURN ON FINANCIAL ASSETS 

 

 

Markets Performances

(local currencies)

Last 

Price

Momentum 

Indicator (RSI)
1-Week (%) 1-Month (%)

2022

Year-to-Date (%)
2021 (%) 2020 (%)

Equities
World (MSCI) 702.1         49.36 -1.4% 7.4% -6.5% 19.0% 16.9%
USA (S&P 500) 4 488          51.45 -1.2% 7.8% -5.5% 28.7% 18.4%
USA (Dow Jones) 34 721       53.31 -0.2% 6.6% -3.9% 20.9% 9.7%
USA (Nasdaq) 13 711       46.00 -3.8% 7.2% -12.2% 22.2% 45.1%
Euro Area (DJ EuroStoxx) 431.0         49.14 -1.2% 11.2% -9.6% 23.5% 0.8%
UK (FTSE 100) 7 670          63.70 1.9% 10.9% 5.1% 18.4% -11.4%
Switzerland (SMI) 12 508       64.86 3.0% 14.2% -1.2% 23.7% 4.3%
Japan (Nikkei) 26 986       47.73 -2.5% 9.7% -5.5% 6.7% 18.3%

Emerging (MSCI) 1 128          46.22 -1.5% 3.2% -8.1% -2.3% 18.8%
Brasil (IBOVESPA) 118 322     55.71 -2.7% 6.4% 12.9% -11.9% 2.9%
Russia (MOEX) 2 593          39.55 -6.0% 4.9% -31.2% 21.9% 14.8%
India (SENSEX) 59 447       58.90 0.3% 11.3% 2.2% 23.2% 17.2%
China (CSI) 4 231          44.72 -1.0% -0.8% -14.3% -3.5% 29.9%

Communication Serv. (MSCI World) 97.01         46.00 -2.2% 6.0% -11.7% 10.9% 24.2%
Consumer Discret. (MSCI World) 350.2         44.74 -3.5% 8.9% -14.5% 9.2% 37.0%
Consumer Staples (MSCI World) 285.4         66.31 1.6% 8.8% -1.6% 11.7% 8.8%
Energy (MSCI World) 233.4         63.43 2.0% 2.9% 24.8% 37.5% -27.7%
Financials (MSCI World) 146.7         45.63 -1.4% 8.2% -1.7% 25.1% -3.1%
Health Care (MSCI World) 367.7         73.91 3.3% 12.5% 0.1% 18.0% 15.4%
Industrials (MSCI World) 298.2         37.17 -3.2% 3.3% -9.7% 16.6% 11.8%
Info. Tech. (MSCI World) 490.9         43.16 -4.3% 5.8% -14.4% 27.6% 46.2%
Materials (MSCI World) 371.6         57.42 -0.6% 7.8% 3.0% 15.4% 21.6%
Real Estate (MSCI World) 224.8         61.94 0.4% 8.1% -3.6% 23.6% -5.7%
Utilities (MSCI World) 168.3         75.60 1.8% 9.1% 4.1% 11.1% 4.8%

Bonds (FTSE)
USA (7-10 Yr) 2.70% 26.05 -2.8% -6.2% -8.6% -2.4% 9.3%
Euro Area (7-10 Yr) 1.27% 28.46 -1.5% -5.3% -7.6% -2.9% 4.5%
Germany (7-10 Yr) 0.71% 30.79 -1.0% -4.7% -6.2% -2.7% 3.0%
UK (7-10 Yr) 1.75% 37.88 -1.0% -2.6% -5.6% -4.9% 5.4%
Switzerland (7-10 Yr) 0.72% 31.83 -0.9% -3.9% -6.7% -2.3% 0.4%
Japan (5-10 Yr) 0.23% 44.04 -0.1% -0.7% -1.1% 0.0% -0.1%
Emerging (5-10 Yr) 6.32% 35.67 -2.2% -0.5% -11.5% -2.3% 5.2%

USA (IG Corp.) 3.91% 31.98 -2.5% -2.2% -10.0% -1.0% 9.9%
Euro Area (IG Corp.) 1.72% 32.74 -0.9% -1.0% -5.7% -1.0% 2.8%
Emerging (IG Corp.) 6.21% 41.26 -0.7% 1.0% -10.3% -3.0% 8.1%

USA (HY Corp.) 6.41% 33.74 -1.5% -0.7% -6.3% 5.3% 7.1%
Euro Area (HY Corp.) 5.18% 43.48 -0.6% 0.7% -4.6% 3.4% 2.3%
Emerging (HY Corp.) 8.81% 47.47 -1.2% 2.2% -7.3% -3.2% 4.3%

World (Convertibles) 401.7         44.62 -2.0% 2.8% -8.3% 2.4% 38.8%
USA (Convertibles) 543.2         46.49 -2.2% 3.6% -8.4% 3.1% 54.5%
Euro Area (Convertibles) 3 774          45.15 -0.6% 2.6% -8.1% -0.3% 6.1%
Switzerland (Convertibles) 178.3         32.21 -0.4% -1.4% -4.1% -0.5% 0.5%
Japan (Convertibles) 197.4         45.52 -0.7% 1.9% -1.6% 3.3% 2.8%

Hedge Funds (Crédit Suisse)
Hedge Funds Indus. 726.7         42.06 n.a. 0.4% n.a. 8.2% 6.4%
Distressed 966.8         66.18 n.a. 0.3% n.a. 12.5% 3.8%
Event Driven 812.3         65.60 n.a. -0.4% n.a. 12.9% 7.0%
Fixed Income 393.5         67.27 n.a. -0.6% n.a. 5.2% 3.6%
Global Macro 1 205.0      76.80 n.a. 3.3% n.a. 9.6% 6.5%
Long/Short 927.5         58.23 n.a. -1.4% n.a. 8.3% 7.9%
CTA's 341.6         67.82 n.a. 2.1% n.a. 8.2% 1.9%
Market Neutral 290.1         65.31 n.a. 0.5% n.a. 6.2% 1.7%
Multi-Strategy 696.9         72.03 n.a. 2.0% n.a. 7.0% 5.6%

Volatility
VIX 21.16         43.27 7.8% -39.8% 22.9% -24.3% 65.1%
VSTOXX 30.73         48.14 7.8% -32.5% 59.5% -17.6% 67.5%

Commodities
Commodities (CRB) 636.3         n.a. 0.6% 1.4% 10.0% 30.3% 10.5%
Gold (Troy Ounce) 1 948          54.71 1.1% -5.0% 6.5% -3.6% 25.1%
Oil (WTI, Barrel) 98.26         45.25 -1.0% -20.6% 27.6% 58.7% -20.5%
Oil (Brent, Barrel) 101.91       43.17 -3.6% -23.9% 31.6% 51.4% -23.0%

Currencies (vs USD)
USD (Dollar Index) 99.796       64.95 1.2% 0.7% 4.3% 6.4% -6.7%
EUR 1.0877       37.11 -1.5% -0.2% -4.3% -7.5% 9.7%
JPY 124.34       24.33 -1.5% -7.0% -7.4% -10.2% 5.1%
GBP 1.3025       34.67 -0.7% -0.6% -3.7% -1.0% 3.1%
AUD 0.7458       53.95 -0.5% 2.6% 2.7% -5.6% 9.6%
CAD 1.2572       52.11 -0.4% 2.5% 0.5% 0.7% 2.1%
CHF 0.9343       42.98 -0.8% -0.6% -2.3% -3.0% 9.4%
CNY 6.3650       44.28 0.0% -0.7% -0.1% 2.7% 6.7%
MXN 20.046       57.94 -1.0% 6.6% 2.4% -3.0% -5.0%
EM (Emerging Index) 1 736.6      53.84 -0.4% 1.8% 0.1% 0.9% 3.3%

Source: Bloomberg, Atlantic Financial Group Total Return by asset class (Negative \ Positive Performance)
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DISCLAIMER 

This document is issued by Atlantic Financial Group (hereinafter “Atlantic”). It is not intended for distribution, publication, or use in any jurisdiction where 

such distribution, publication, or use would be unlawful, nor is it aimed at any person or entity to whom it would be unlawful to address such a document. 

This document is provided for information purposes only. It does not constitute an offer or a recommendation to subscribe to, purchase, sell or hold any 

security or financial instrument. It contains the opinions of Atlantic, as at the date of issue. These opinions and the information herein contained do not take 

into account an individual’s specific circumstances, objectives, or needs. No representation is made that any investment or strategy is suitable or appropriate 

to individual circumstances or that any investment or strategy constitutes a personal recommendation to any investor. Each investor must make his/her own 

independent decisions regarding any securities or financial instruments mentioned herein. Tax treatment depends on the individual circumstances of each 

client and may be subject to change in the future. Atlantic does not provide tax advice. Therefore, you must verify the above and all other information provided 

in the document or otherwise review it with your external tax advisors. 

Investment are subject to a variety of risks. Before entering into any transaction, an investor should consult his/her investment advisor and, where necessary, 

obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. The information and 

analysis contained herein are based on sources considered to be reliable. However, Atlantic does not guarantee the timeliness, accuracy, or completeness of 

the information contained in this document, nor does it accept any liability for any loss or damage resulting from its use. All information and opinions as well 

as the prices, market valuations and calculations indicated herein may change without notice. Past performance is no guarantee of current or future returns, 

and the investor may receive back less than he invested. The investments mentioned in this document may carry risks that are difficult to quantify and integrate 

into an investment assessment. In general, products such as equities, bonds, securities lending, forex, or money market instruments bear risks, which are 

higher in the case of derivative, structured, and private equity products; these are aimed solely at investors who are able to understand their nature and 

characteristics and to and bear their associated risks. On request, Atlantic will be pleased to provide investors with more detailed information concerning risks 

associated with given instruments. 

The value of any investment in a currency other than the base currency of a portfolio is subject to the foreign exchange rates. These rates may fluctuate and 

adversely affect the value of the investment when it is realized and converted back into the investor’s base currency. The liquidity of an investment is subject 

to supply and demand. Some products may not have a well-established secondary market or in extreme market conditions may be difficult to value, resulting 

in price volatility and making it difficult to obtain a price to dispose of the asset. If opinions from financial analysts are contained herein, such analysts attest 

that all of the opinions expressed accurately reflect their personal views about any given instruments. In order to ensure their independence, financial analysts 

are expressly prohibited from owning any securities that belong to the research universe they cover. Atlantic may hold positions in securities as referred to in 

this document for and on behalf of its clients and/or such securities may be included in the portfolios of investment funds as managed by Atlantic. 

 

 


