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GLOBAL VIEW
Putin to Stop Gas Exports If Payments Are Not Done in Ruble
The gas saga in Europe has been an intense one and has now gotten even more intense. On
March 30th, Putin announced that if any country wants to buy Russian gas from April 1st onwards, it’s
mandatory to open ruble accounts in Russia and make the gas payments from those accounts. In
practice, this means that payments are either directly made in rubles or still made in euros or dollars to
a first Gazprom Bank account that converts them into rubles and transfers the amount to a second
account, from which the payments will be formally made.
The Russian President further added that if this isn't fulfilled, it’s considered a failure by the client
to meet contract obligations and, with that, a stoppage in supply. This came as a response to the
European sanctions now considered hostile to Russia.

The reasons behind it
The US and Europe decided to sanction Russia, removing it from the SWIFT (the international
payment system) and freezing billions of Russian reserves. With this, other major companies like PayPal
and Western Union also stopped their activities in the country. This isolation from the world’s financial
system sent the ruble plunging to historic levels on February 24th. In practice, this depreciation means
that Russia collects less revenue from exports.
These sanctions didn’t have the strength that they first seemed to have due to Europe's heavy
reliance on Russian gas, with around 40% of all gas consumption being imported from Russia. This
dependence forces the EU to still pay hundreds of millions of euros to Russia every day, which has
resulted in a quick recovery of the ruble currency.
This move by Putin is a strong card to play to further retaliate against Western countries and
strengthen Russian coffers and the ruble, as a break in gas flow would have outrageous consequences
in Europe. The card is both economic and political, with the aim of sending a strong message.

Will Gas Run Out?
The overall international response has been negative, with Germany and France saying that they
reject these demands and consider them a form of blackmail. For the moment, it is expected for gas to
still flow to Europe normally, as present contracts are still in effect and can’t be so easily altered. For
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the future, it is hard to predict what the outcome of this political and economic war could be and how
far each end can go. We are witnessing a contest to test the opponent’s strength.
On a final note, it’s important to mention that both parties have a very-high interest in
selling/buying Russian gas, so any drastic moves are not to be expected as they could seriously injure
the European economy and further economically isolate Russia as Europe is a fundamental market for
the country.
Sources: Bloomberg, CNN, SAPO24, Reuters

PORTUGAL IN THE WORLD
The Iberian Deal
The Portuguese prime minister, António Costa, and the Spanish chief of government, Pedro
Sanchéz, came together to develop a liquefied natural gas (LNG) price-cap regulation.
The temporary and exceptional measures will be formalized at the beginning of April 2022
alongside the European Commission, aiming to not let the increase in gas reflect an increase in the
electricity price, protecting and maximizing company and family savings. Thus arises the need for such
Iberian exceptions that acknowledge the singular role the Iberian Peninsula plays in the energy sector
for the rest of the European Union.

Skyrocketing Inflation Levels
According to Eurostat, the annual EU inflation is up to 6.2%, having registered solely in March
3.2%. Focusing on Portugal, according to INE, after having registered 3% and 4% in January and
February, respectively, the annual inflation rate has increased to 5.3% in the month of March.
Concerning the latter, the highest contribution was from the energy sector (accounting for a rise of 20%
over the same period). The skyrocketing inflation levels make one of the deal's exceptional measures
revolutionary when it comes to the conditions under the current market configuration. The price of LNG
determines the global price of electricity when it is used, since all producers get the same price for the
same product, but Portugal and Spain will be able to control the consumer price. As a form of legislation
compliance, both governments need to notify the European Commission before pursuing further
adjustments, as this deal aims to protect community competition. Thus, the overall European energy
sector will grow more competitive with this Iberian deal, tackling the impacts of the Ukrainian war on
the sector. Although the 27 Member States record different energy mixes, the EU imports 90% of the
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gas it consumes, 45% of which is from Russia, so this deal can ultimately regulate the price of electricity
throughout Europe.

The Portuguese Potential
On this note, it is relevant to mention the bond between the USA and the EU. American
president, Joe Biden has agreed on March 25th, 2022 to export gas to Europe, up to 50 billion cubic
meters of gas until 2030, to diminish European dependency on Russian LNG imports. With the upcoming
shipping of over 15 billion cubic meters of gas this year from the United States to the EU - an amount
that covers one-third of the gas quantities Europe is currently importing from Russia - the Portuguese
Sines port will hold a geostrategic position and an important role in the European energy distribution
sector.
Apart from being the main energy supply port in Portugal for oil, derivatives, and natural gas, it
is also the main port on the Ibero-Atlantic front. Contrasting with other community ports, Sines port’s
competitive advantages lie in its deepwater characteristics that hold the potential for Transshipment
(transferring products from big ships to smaller ones, facilitating the distribution process).
Furthermore, the port assures an expansion capacity in the long run and would be able to
perform twice its activity. Accordingly, the port’s expansion process would maximize the growth
opportunity by distributing gas through pipelines from Portugal to Spain and, from then, to the rest of
Europe. Sines Port’s unique and favorable geophysical characteristics have contributed to its
consolidation as a crucial cargo port with great potential to be an Iberian, European, and world
reference.
Sources: Administração dos Portos de Sines e do Algarve, Bank of Portugal, CNN Portugal, INE,

Eurostat, Jornal de Notícias, Rádio Renascença

WILD CARD
Hackers Steal Over 600 Million US Dollars in One of the Biggest Crypto Heists in History
Hackers stole over 600 million US dollars from a blockchain network that is connected to the
well-known online game Axie Infinity, which lets users gain money in crypto as they play.
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Axie Infinity’s Ronin network confirmed in a blog post on Tuesday, 29th March, that it suffered
an attack in which 173,600 Ethereum and 25.5 million USD Coin were stolen in two transactions,
making it one of the biggest crypto attacks to date.
The incident was discovered on Tuesday when a player failed to withdraw 5,000 ether. But the
attack took place a few days earlier on the 23rd of March, where computers known as nodes operated
by Axie Infinity developer Sky Mavis and the Axie DAO that support Ronin bridge were attacked.
A bridge is a type of software that allows people to convert tokens into ones that can be used
on another network. Once they had access to the Ronin bridge, hackers used private keys from the
bridge to forge fake withdrawals in the game.
Crypto holders often operate in several blockchain networks, so developers created crosschain bridges to let users transfer cryptocurrency from one chain to another. In this case, the Ronin
bridge connects Axie Infinity to other blockchains like Ethereum.
Using this bridge, players could deposit USD Coin or Ethereum to Ronin and use it to
purchase in-game currency or NFTs. They could also sell their in-game assets and withdraw the
money.
The stolen money went to two cryptocurrency exchanges, according to blockchain forensics
firm Elliptic. Many exchanges acknowledged the attack, but haven’t confirmed that the funds were
moved there.
The attack is the latest to show that bridges are still an area in development. The computer
code of many isn’t audited, allowing hackers to exploit vulnerabilities.
Vitalik Buterin, the creator of Ethereum, previously stated that bridges won’t be around much
longer in crypto, in part because there are “fundamental limits to the security of bridges that hop
across multiple zones of sovereignty”.
And yet there are thousands of bridges out there, and they move hundreds of millions of
dollars worth of crypto.
Sources: Bloomberg, CNBC
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Our Team
ISCTE Trading & Investment Club (ITIC) is a non-profit student organization of ISCTE
Business School, who promotes training and research in Finance and Investment. The
club intends to train the best professionals in the industry and promote its analysts by
their commitment to producing useful and truthful information and analysis based on
excellence.

#FinancialKnowledge
More content in www.itic-iscte.com

Disclaimer: All content present in this newsletter has only an informative nature and should not be seen as financial advisory of any sort.
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