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Sanctions are an essential tool to safeguard EU values and interests, but how can the EU enforce them and protect its
budget in the process? With a particular focus on the EU-Russia sanctions, this work-shop looked at the issue from
various perspectives, including trade sanctions, criminalising sanctions circumvention, asset freezing and tracing final
beneficiaries of EU funds.
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EU sanctions on Russia: Update, economic impact and outlook
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Outraged by Russia's illegal and unprovoked full-scale invasion of Ukraine in February 2022, the European Union
swiftly adopted unprecedentedly tough sanctions, in close cooperation with partners including the United States, the
United Kingdom, Canada, Australia and Japan. The rapid succession of 11 packages of EU sanctions adopted since
then, in what has already been labelled a 'sanctions revolution', have resulted in an unparalleled set of measures
targeting key sectors of the Russian economy and the political elites. New sanctions have also been adopted against
Belarus and Iran, in response to their involvement in Russia's war of aggression. The unprecedented nature of the
sanctions imposed against Russia, in scale and scope, has created new implementation challenges, in particular for
the EU. Member States and EU institutions have renewed efforts to make alignment truly global, and to close
loopholes to prevent circumvention. In November 2022, the violation of 'restrictive measures' (sanctions) was added to
the list of 'EU crimes' for which special provisions are made in the Treaties. A specific anti-circumvention tool was
included in the latest package of sanctions, adopted in June 2023. The real impact of sanctions on Russia's economy,
18 months after the adoption of the first package, has been widely researched and debated. Despite the challenges,
analysts consider that sanctions have already met three important objectives: they have sent the Kremlin a strong
signal of Western resolve and unity, they have permanently degraded Russia's military capabilities, and they are
asphyxiating its economy and energy sector, with long-term consequences. However, most experts warn that the
impact of sanctions is not severe enough to limit Russia's ability to wage war against Ukraine in the coming months,
pointing at the need for additional measures to reinforce sanctions. Since Russia's illegal annexation of Crimea and
Sevastopol in 2014, the European Parliament has been a vocal advocate of severe sanctions. It has condemned
Russia's unjustified aggression against Ukraine unequivocally, and demanded broader and better-enforced sanctions,
and the confiscation of Russian assets frozen by the EU to pay for Ukraine's reconstruction. On 23 November 2022,
Parliament adopted a resolution recognising Russia as a state sponsor of terrorism. This briefing updates and
complements a previous briefing published in March 2023.
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Proposal for a directive on the violation of Union restrictive measures
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The European Union (EU) has established over 40 regimes of sanctions against third countries, entities, and legal and
natural persons. These restrictive measures include arms embargoes, import and export bans, freezing of funds and
economic resources, and travel bans. Whereas the adoption of EU sanctions is centralised at EU level, their
implementation and enforcement lies with the Member States. The significant differences between national systems,
particularly in terms of offences and penalties for breaches of EU sanctions, are thought to weaken their efficacy and
the EU's credibility. Following the Council's decision to add the violation of EU sanctions to the areas of 'particularly
serious crime with a cross-border dimension', the European Commission issued, in December 2022, a proposal for a
directive to harmonise criminal offences and penalties for such violations. On 9 June, the Council adopted its general
approach. In the European Parliament, the Committee on Civil Liberties, Justice and Home Affairs adopted its report
on the proposal on 6 July 2023, along with a decision to enter into trilogue negotiations. First edition. The 'EU
Legislation in Progress' briefings are updated at key stages throughout the legislative procedure.
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Since Russia launched its unprovoked war against Ukraine on 24 February 2022, the United States (US) has worked
in lockstep with allies and partners, notably the European Union, its Member States and other G7 countries, towards a
strong collective response. This has included several packages of economic sanctions against Russia aimed at
severing the country from technologies and financial sources that fuel its war, and directly targeting the persons and
entities involved. The US in cooperation with the EU has garnered support from a large majority of the international
community to condemn Russia's invasion of Ukraine as a violation of the United Nations (UN) Charter, and has worked
towards isolating Russia in multilateral fora, including within the G20, in defence of the US-led, rules-based
international order. Moreover, the US has been at the forefront of multilateral actions to tackle the multiple adverse
implications of Russia's war of aggression both for Ukraine and the whole world, including food and energy insecurity.
The US has provided significant military, financial and humanitarian assistance to Ukraine and its EU neighbours, while
steering clear of engaging in direct confrontation with Russia. In January 2023, the US decided to send 31 M1 Abrams
tanks, but no fighter jets. By 20 November 2022, the US had provided a total of almost US$48 billion in assistance to
Ukraine. In December 2022, the 117th US Congress (2021 2022) passed government spending legislation that
appropriates an additional US$45 billion for Ukraine. By then, Congress had already appropriated a total of US$68
billion in support for Ukraine in three different packages. However, modifications to Congressional appropriations for
Ukraine cannot be excluded, owing to the ongoing controversy over raising the US federal debt ceiling. Moreover, the
December 2022 government spending legislation authorises for the first time US Department of Justice transfers of
assets forfeited by Russian oligarchs to assist Ukraine. Recent polls consistently show a solid majority (65 %) of US
respondents support US assistance to Ukraine. However, there is a significant partisan gap in the degree of support,
with 47 % of Republicans stating the US spends too much, while only 10 % of Democrats say so. This briefing
complements an earlier 'At a glance' note by Matthew Parry and Marcin Szczepanski.
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The United States (US) has been imposing sanctions on Russia since its illegal annexation of Crimea in 2014. Since
the outbreak of Russia’s war on Ukraine in February 2022, these sanctions have become increasingly severe and far-
reaching. The US, together with the European Union and other close allies, has targeted Russian assets, international
trade and the economic sectors involved in the war, as well as specific individuals and entities engaged in sanctioned
activities. The sanctions seek to weaken Russia's ability to wage war by dampening its financial capacity and
economy, and by blocking its various sectors, such as industry, defence and energy, from accessing technology and
inputs. They are also meant as punishment for Russian elites and their cronies involved in many aspects of the war,
from financing to disinformation. To apply the abovementioned sanctions, the US cooperates with the EU through
various fora such as the Trade and Technology Council, focused on export controls. A similar forum is the G7, which is
pivotal in the flagship actions against the invaders; examples include blocking Russian banks' access to the SWIFT
payments system and introducing an oil price cap. While often identical or similar, the US and the EU sanction regimes
differ in terms of the activities covered and persons and entities targeted. While all these sanctions have had a tangible
negative impact on Russia's economy and long-term competiveness, they cannot materialise with the same speed as a
military attack. Moreover, Russia is making continuous and active efforts to dodge these sanctions, not without help
from its allies and trading partners, albeit with varying degrees of success. The European Parliament has been a
staunch supporter of introducing and maintaining sweeping and regularly revised sanctions against Russia. It has also
voiced its support for strong transatlantic cooperation on sanctions and has urged the Council of the EU to
substantially widen their coverage.
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Ukrainian President Volodymyr Zelenskyy first asked the United States (US) Congress and the White House to add
Russia to the State Department's list of state sponsors of terrorism in April 2022. He has since extended the call to
governments around the world. Both the US House of Representatives and the Senate have passed resolutions calling
on the Secretary of State Antony Blinken to add Russia to the list, which he has so far refused to do. On 18 October
2022, the European Parliament held a debate on designating Russia as a state sponsor of terrorism. Parliament is
expected to vote on a follow-up resolution calling for the recognition of the Russian Federation as a state sponsor of
terrorism during its November Il plenary session.
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Non-military coercion, which means using economic means to achieve political goals, has become an increasingly
serious problem for EU governments and businesses. Experts believe that China, traditionally an opponent of
economic sanctions, has been deploying coercive economic practices with growing intensity and scope, particularly
since the reappointment of Xi Jinping as the country's president in 2018. Frequently deployed to gain leverage on
issues such as territorial and maritime disputes, these measures are criticised for the human rights violations they
entail and for contributing to the protection of China's security interests. China's tactics have become more
sophisticated over time, and a combination of different methods has often been used to amplify the impact. Both
governments and companies are subjected to coercion, and the methods used depend on the choice of target.
Governments are targeted chiefly through trade restrictions, and companies through general public (popular) boycotts.
Other measures include administrative discrimination, investment and tourism restrictions and empty threats. The most
frequently targeted sectors are 'symbolic' industries that are easily identifiable with the coerced country, and
agricultural and consumer goods and services. A distinct characteristic of Chinese coercion is that it happens 'behind
the curtains': the state rarely acknowledges the deployment of measures or the links between them and the country's
perceived interest. This makes the task of challenging these practices in forums such as the WTO very difficult or
simply impossible, as is often the case. While the short-term effect on affected companies and industries is
undoubtedly significant, experts agree that in general China has been rather unsuccessful in changing the long-term
stance of targeted countries, and that in the majority of cases it has failed to meaningfully reorient their policies. The
EU is currently expanding its toolkit against such practices. One novel tool is the anti-coercion instrument currently
under consideration by the European Parliament and the Council. Experts also suggest other measures, such as
creating a dedicated EU resilience office or an export bank, and boosting cooperation with like-minded countries facing
the same problems.
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The Russian invasion has caused huge destruction of life and property in Ukraine. Reconstruction will be a long and
costly process, and the EU and others are already marshalling funds for this effort. Some EU leaders have expressed
support for using frozen Russian central bank (RCB) funds towards reconstruction, but it is unclear if this will actually
happen. There are recent examples of sovereign assets being confiscated and used to compensate victims of
injustice, but the confiscation of Russia's sovereign funds raises complex legal and political issues that are unlikely to
be resolved quickly or easily.
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Pestome This paper provides a summary of recent economic, financial and budgetary decisions and developments following
President Vladimir Putin’s decision of 24 February to start a military attack against Ukraine. It includes recent
information relating to the EU sanctions regime, recent economic estimates, and policies supporting economic and
financial resilience, including the coordination of national economic and fiscal measures. It also highlights policy
recommendations made in the public domain to mitigate any adverse economic, financial and social effects and to
support economic recovery in the EU and the Euro Area.
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Pestome This paper provides a summary of recent economic, financial and budgetary decisions and developments following
President Vladimir Putin’s decision of 24 February to start a military attack against Ukraine. It includes recent
information relating to the EU sanctions regime, recent economic estimates, and policies supporting economic and
financial resilience, including the coordination of national economic and fiscal measures. It also highlights policy
recommendations made in the public domain to mitigate any adverse economic, financial and social effects and to
support economic recovery in the EU and the Euro Area.
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Pestome This paper provides a summary of recent economic, financial and budgetary decisions and developments following
President Vladimir Putin’s decision of 24 February to start a military attack against Ukraine. It includes recent
information relating to the EU sanctions regime, recent economic estimates, and policies supporting economic and
financial resilience, including the coordination of national economic and fiscal measures. It also highlights policy
recommendations made in the public domain to mitigate any adverse economic, financial and social effects and to
support economic recovery in the EU and the Euro Area.
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This paper provides a summary of recent economic, financial and budgetary decisions and developments following
President Vladimir Putin’s decision of 24 February to start a military attack against Ukraine. It includes recent
information relating to the EU sanctions regime, recent economic estimates, and policies supporting economic and
financial resilience, including the coordination of national economic and fiscal measures. It also highlights policy
recommendations made in the public domain to mitigate any adverse economic, financial and social effects and to
support economic recovery in the EU and the Euro Area.
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This briefing provides summarised and simplified information regarding the sanctions the EU is imposing following the
Russian invasion of Ukraine. It covers the EU framework for adopting and imposing sanctions; the sanctions EU is
imposing following Russia’s attack on Ukraine; how these are being implemented and enforced and how the EU
sanctions can be rendered more effective.
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Outraged by Moscow's illegal and unjustified invasion of Ukraine, the EU Member States have adopted
unprecedentedly tough sanctions against Russia, in cooperation with the US, Canada, the UK and other G7 countries,
the European Free Trade Area (EFTA) members, and others. Below is a timeline of the sanctions adopted in response
to Russia's decision, announced on 21 February 2022, to recognise the non-government controlled areas of Donetsk
and Luhansk oblasts in Ukraine as independent entities, and Russia's subsequent invasion of Ukraine on 24 February
2022. The timeline does not include EU sanctions adopted in 2014 in response to Russia's annexation of Crimea.
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Outraged by Moscow's aggressive invasion of Ukraine, EU countries have adopted unprecedentedly tough sanctions
in cooperation with close partners such as the US, Canada and the UK. Although Russia will partially adapt, these
measures are expected to cause major disruption and isolate the country from the global economy. This paper updates
a previous 'at a glance' note of 3 March 2022, by Martin Russell.
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As a system for standardised payment instructions and messaging services, SWIFT has become the basis for most
global financial transactions. On 2 March 2022, the Council decided to cut seven Russian banks from the SWIFT
network, as part of a wider sanctions package, including sanctions against Russia's central bank.
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Over the summer and autumn of 2021, in what is increasingly viewed as a hybrid warfare tactic aimed at destabilising
Europe, Aliaksandr Lukashenka's Belarussian regime has instrumentalised migrants, manipulating the organisation of
flights from the Middle East to Minsk and deliberately orchestrating migrants' onward travel to the EU-Belarus border.
With weather conditions endangering migrants' lives, the situation has also led to serious humanitarian consequences.
This activity — which many argue also aims at distracting attention from the worsening situation of freedom in the
country, with attacks against independent society, journalists and electronic media users — is only the latest in a string
of events underlining deteriorating EU relations with Belarus. The Lukashenka regime has been isolated since the
falsified presidential elections of August 2020, and the brutal crackdown against peacefully protesting Belarusians.
Instead of embracing dialogue with the democratic opposition and wider Belarusian society, Lukashenka chose
another path, involving continued brutal repression of the country's citizens. The worsening human rights situation and
hijacking of Ryanair flight FR 4978, in June 2021, provoked a response from the EU. This includes a ban on Belarusian
air carriers landing in or overflying the EU, a major extension of the list of people and entities already subject to
sanctions, and the introduction of sanctions on key sectors of the Belarusian economy. The European Parliament plays
an active part in shaping this EU response. Parliament does not recognise Lukashenka's presidency and has spoken
out on human rights abuses in Belarus. Awarded Parliament's 2020 Sakharov Prize, the Belarusian democratic
opposition is frequently invited to speak for the Belarusian people in the European Parliament. Following the recent
developments, Sviatlana Tsikhanouskaya will make a formal address to the European Parliament in plenary session,
on 24 November 2021. This Briefing updates a previous edition, published in July 2021.
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On 22 March 2021, the People's Republic of China (PRC) announced sanctions on 10 individuals and 4 entities in the
EU, including Members of the European Parliament and of the Council's Political and Security Committee, that it said
'severely harm China's sovereignty and interests and maliciously spread lies and disinformation'. It described the
sanctions as a response to EU sanctions imposed the same day on a Chinese entity and individuals accused of human
rights abuses in Xinjiang (PRC). The dispute comes at a sensitive time in EU-China relations, raising questions about
approval of the Comprehensive Agreement on Investment (CAl), a proposed EU-China bilateral investment treaty.
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On 1 February 2021, the Myanmar armed forces seized power and imprisoned Aung San Suu Kyi, de facto leader of
the country since 2016. The coup threatens to derail Myanmar’s progress towards democracy, which began in 2008

after five decades of brutal military rule. Huge protests have broken out in Myanmar, calling for the restoration of the

elected civilian government. The EU is considering additional sanctions against the country.
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Sanctions are a key part of the EU's human rights toolbox. The EU adopts restrictive measures — mostly in the form of
travel bans and asset freezes — against individuals and organisations responsible for some of the worst human rights
violations. Until now, the EU has mostly adopted sanctions targeted at individual countries. Responding to violations
from countries not already covered by EU sanctions means adopting a completely new framework for each country.
However, the EU is now shifting to a more thematic approach, under which sanctions focus on a particular type of
problem rather than a country. For example, the EU already has sanctions on chemical weapons and cyber-attacks
that can be flexibly applied to offenders from any country in the world, and it has now added thematic human rights
sanctions. The United States' 2016 Global Magnitsky Act, named after Sergey Magnitsky, a Russian whistleblower
who died in jail after exposing corruption by high-level officials, gives some idea of how future EU human rights
sanctions will work. Under the act, the US government has adopted sanctions against over 100 human rights violators
from a wide range of countries. The proposal for the EU's new sanctions regime was tabled by the Netherlands in
2018. The necessary legislation was adopted by the Council of the EU on 7 December 2020, in time for UN Human
Rights Day on 10 December 2020.
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Following the May 2018 announcement of the United States' withdrawal from the 2015 Iran nuclear deal and of the re-
imposition of US sanctions on Iran, the EU is continuing to endorse implementation of the agreement, providing Iran
fulfils its nuclear-related obligations. The EU is also committed to ensuring that EU-Iran trade and economic relations
continue to benefit from the positive impact of lifting the sanctions. The EU has already introduced measures to
alleviate the effects of US sanctions on European firms, and has announced the creation of a new mechanism, a
special purpose vehicle (SPV), to facilitate financial transactions with Iran.
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In August 2018, Russia's embassy in Washington claimed that US-Russia relations were moving towards irreversible
breakdown. Long-standing bilateral tensions have been aggravated in recent years by Russia's aggression against
Ukraine, sanctions, and accusations of Russian meddling in the 2016 US presidential elections. Initially, Donald
Trump's electoral victory raised hopes in Russia that tensions could ease. But while Trump often appears to share
Russian wishes to move from confrontation to a more transactional relationship, a rift has opened up between him and
the rest of the US political establishment, which insists that the differences between the two countries are too
fundamental to be easily set aside. Growing hostility towards Russia has led to harsher rhetoric and increasingly
draconian sanctions. Alongside these more recent developments, US-Russia relations have been complicated for
many years by fundamental foreign policy differences. The US sees itself as a global leader and champion of liberal
values. For its part, Russia resents what it perceives as US hegemony and unwarranted interference in other countries
internal affairs. Russia is far from being a military equal to the US. Nevertheless, Moscow's nuclear arsenal makes it a
potentially formidable adversary. A series of arms-control agreements aims to contain the threat of an arms race or
even conflict between the two sides. However, deteriorating relations are making such arrangements look increasingly
precarious. Compared to political and security issues, economic ties play only a minor role in US-Russia relations.
Bilateral trade and investment have suffered from tensions and are likely to remain limited, not least due to sanctions.

EN

Seven economic challenges for Russia: Breaking out of stagnation?

Bua ny6nvkauns

Oara
AsTop

O6nacT Ha NoNUTUKUTE

Knoyosa gyma

Pestome

3aabnboyeH aHanus

3agbnboyeH aHanus

18-07-2018

RUSSELL Martin

BbHLWHM pabotu | IkoHOMUYECKM 1 NapuyHU BbNPOCH

6egHocT | TEOIPA®UA | obpxasHo ynpaeneHue | EBpona | EHEPITETUKA | eHepruiiHa nonuTuka | uanbnHUTEnHa
BNacT n obLLecTBEHO 06CnyxBaHe | nacrnegBaHusi n nHTenektyanHa co6cteseHocT | UKOHOMWKA | nkoHoMmyecka
reorpadusi | MIKOHOMMYECKA MONUTMKA | MIKOHOMUYECKA NONUTKKA | MKOHOMUYecKa pedopmMa | MKOHOMMYeCKa peuecus |
MKOHOMMYECKa CaHKLMS | IKOHOMUYecKa CTPYKTypa | IKOHOMUYECKMN pacTex | MHoBaUMS | KOopynums | MexayHapoaHa
nonuTuka | MexagyHapogHa Tbprosus | mexayHapoaHu otHowenus | MEXXKOAYHAPOOHW OTHOLWEHWA | MuTHu4ecka
npeyka 3a TbProBus | HakazaTenHo npaso | HaumoHanHo cyetoBoacTso | MOJIMTUKA | nonutuyecka reorpadus |
MPABO | MPON3BOACTBO, TEXHOJIOIMMN N HAYYHN N3CINEABAHUA | Pycusa | TbPITOBUA | YkpaiiHa | ueHa Ha
eHeprusTa

This publication describes the current condition of the Russian economy, which has suffered recently from external
shocks, such as a collapse in oil prices and Western sanctions. However, it argues that poor economic performance
has more to do with long-term internal problems, including a lack of competitive markets, low levels of investment, an
absence of innovation and excessive dependence on natural resources. Finally, it discusses President Putin's
promises of economic reforms to tackle such issues, and evaluates the prospects for major change.

DE, EN, FR

Extending the European Investment Bank's External Lending Mandate to Iran

Bug nybnukauns

DaTa
ABTOp

O6nacTt Ha NoNUTUKUTE

KniouoBa gyma

19-04-2024

Pestome

HakpaTko

HakpaTtko

15-06-2018

PARRY Matthew

BropxeT | BeHWHYM paboTtu

A3us n Okeanus | Amepuka | TEOTPA®UA | EBponenicka nHBectmumnoHHa 6arka | EBPOMNENCKUM CbHO3 | 3aem Ha
EBponeicka nHBeCTULUMOHHA BaHKa | MKOHOMMUYecKa reorpadus | IKOHOMUYecka CaHKums | MHCTUTyuum Ha EC n
eBponencka nybnuyHa cnyxba | MpaH | mexayHapogHa nonutuka | MEXKAYHAPOOHW OTHOLWEHWUA | nonutuyecka
reorpadusi | CbeguHeHn watu | mHaHcy Ha EBponenckms cblo3

The European Commission adopted two delegated decisions designed to counter the effects of United States (US)
extraterritorial sanctions against Iran on 6 June 2018. One of the decisions updates Regulation (EC) 2271/96, known
as the Blocking Regulation, to prohibit EU companies from complying with the US sanctions against companies
investing in, or transacting business with, Iran. The second decision (C(2018) 3730 final) — the subject of this 'At a
glance' note — brings Iran within the remit of the European Investment Bank's (EIB) External Lending Mandate (ELM),
by adding it to the list of countries outside the EU that are eligible for EIB lending. Both decisions are part of the EU's
efforts to protect the Joint Comprehensive Plan of Action (JCPOA) from the repercussions of the unilateral US
withdrawal. The JCPOA was agreed between Iran and the E3/EU+3 — France, Germany, the United Kingdom and the
EU plus China, Russia and the USA —in 2015, and is designed to ensure the peaceful nature of Iran's nuclear
programme.
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Sanctions have become an increasingly central element of the EU's common and foreign security policy. At present,
the EU has 42 sanctions programmes in place, making it the world's second-most active user of restrictive measures,
after the US. Unlike the comprehensive trade embargoes used in the past, the EU has moved towards asset freezes
and visa bans targeted at individual persons and companies, aiming to influence foreign governments while avoiding
humanitarian costs for the general population. Other measures in the sanctions toolkit include arms embargoes,
sectoral trade and investment restrictions, as well as suspensions of development aid and trade preferences. The
declared purpose of EU sanctions is to uphold the international security order as well as defending human rights and
democracy standards, by encouraging targeted countries to change their behaviour. Measuring their effectiveness is
difficult, as sanctions rarely achieve all their aims, and usually there are other causes to which changes can be
attributed. However, even when this primary purpose is not achieved, sanctions may have useful secondary effects, for
example by deterring other actors from similar behaviour. The broader the international support for EU sanctions and
the closer the relationship between the EU and the targeted country are, the stronger the prospects for success will be.
On the other hand, effectiveness can be undermined by inconsistent application of sanctions standards and by the
difficulty of coordinating implementation between multiple stakeholders.
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While EU-Russia relations had long been difficult, in 2014 they took an abrupt turn for the worse, after Russia illegally
annexed Crimea and fomented separatist insurgencies in eastern Ukraine. To date, little progress has been made
towards ending the Ukraine conflict. In addition, new sources of tension have emerged, for example: Russia's military
backing for the Assad regime in Syria, and alleged Russian interference in EU politics. In the short term, an easing of
tensions seems unlikely. In March 2016, EU foreign ministers and the EU High Representative for Foreign Affairs and
Security Policy, Federica Mogherini, agreed on five guiding principles for EU-Russia relations: full implementation of
the Minsk agreements; closer ties with Russia's former Soviet neighbours; strengthening EU resilience to Russian
threats; selective engagement with Russia on certain issues such as counter-terrorism; and support for people-to-
people contacts. Implementing each of these principles faces major difficulties. The EU is unlikely to lift sanctions
against Russia while implementation of the Minsk agreements remains stalled; the EU's Eastern Neighbourhood
remains a zone of confrontation; EU security is threatened by dependence on Russian energy imports and the
destabilising effects of aggressive propaganda; EU-Russia cooperation on international issues has become a victim of
tensions between the two sides; repressive Russian legislation obstructs EU support for Russian civil society;
diplomatic tensions are mirrored by mutual suspicion between ordinary EU citizens and Russians. This is an updated
edition of a briefing from October 2016.
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In early 2014, Russia violated international law by annexing Crimea and allegedly fomenting separatist uprisings in the
eastern Ukrainian region of Donbas. The European Union, the United States and several other Western countries
responded with diplomatic measures in March 2014, followed by asset freezes and visa bans targeted at individuals
and entities. In July 2014, sanctions targeting the Russian energy, defence and financial sectors were adopted. These
sanctions have not swayed Russian public opinion, which continues to staunchly back the Kremlin's actions in Ukraine.
Despite Western efforts to isolate Russia, the country is playing an increasingly prominent role on the global stage. On
the other hand, sectoral sanctions have proved painful, aggravating an economic downturn triggered by falling oil
prices, from which the country has only just begun to recover. Sanctions have affected the Russian economy in various
ways. The main short-term impact comes from restrictions on Western lending and investment in Russia. Oil and gas
production remains unaffected for the time being, but in the long term energy exports are likely to suffer. Meanwhile,
Russian counter-sanctions are benefiting the country's agricultural sector, but consumers are losing out in terms of
choice and price. Quantitative estimates of the impact are difficult, but most observers agree that sanctions are costing
Russia billions of euros a year and holding back a return to higher rates of economic growth. This is an updated edition
of a briefing from March 2016, PE 579.084.
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With EU-Russia relations at a post-Cold War low, people-to-people contacts are an important means of overcoming
mutual hostility. Individuals and organisations from the EU are continuing to cooperate with Russian counterparts,
despite difficulties. On the other hand, there has been a significant downturn in personal travel, and public opinion
mirrors frosty diplomatic relations.
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The death of Uzbekistan's long-standing president, Islam Karimov, on 2 September 2016 threatened to trigger national
instability. Despite initial fears of a conflict between the country's rival clans over his successor, the issue was speedily
resolved with the appointment of Prime Minister Shavkat Mirziyoyev as interim president. Presidential elections are
scheduled for 4 December 2016.
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Russia's assertive foreign policy, its annexation of Crimea and conflict with Ukraine have challenged the post-Cold War
security order in Europe, highlighting the need for NATO and the European Union to bolster defence strategies,
according to many analysts and politicians. The EU, along with the United States, has imposed sanctions against
Moscow, which look unlikely to be lifted any time soon, especially as Russia's recent support for bombardment of
civilians in the war-torn Syria has outraged many countries, and progress on implementing the Minsk Agreements on
Eastern Ukraine has stalled. This note offers links to commentaries, studies and reports by major international think
tanks, which discuss Russia's policies and how to respond to them. More papers on security in Europe can be found in
a July 2016 edition of 'What Think Tanks are thinking'. More links to papers on Russia's policies are available in an
October 2015 edition of the series.
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In response to the EU's economic sanctions against Russia in the context of the situation in Ukraine, a Russian ban on
certain EU agri-food products has been in place since August 2014. The agricultural sectors most affected by the ban
include dairy, fruit and vegetables and meat, reflecting products of which the EU has been an important supplier. Since
the ban, the EU has lost more than €5 billion per year of agri-food exports to Russia. This loss has been partially offset
by the 6% increase in the overall value of EU agri-food exports in 2015 in comparison to 2014, with major gains in
export values in the USA, China and other key markets. The effects of the ban are not distributed evenly across EU
Member States, impacting more on those whose agri-food sector had been more closely connected with the Russian
market. In response to the ban, a set of actions have been pursued at EU level, ranging from specific market-support
measures, including private storage aid, to actions aimed at promoting EU products either within or outside the EU.
The European Commission has also intensified bilateral and regional trade negotiations to create new market
opportunities. This includes actions to reduce market barriers in respect of sanitary and phytosanitary (SPS) measures.
Member States will decide later this year whether sanctions on Russia are to be renewed.
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On 13 April 2016 the 300-member National Assembly will be renewed. Following January's nuclear test by North
Korea, South Korea is experiencing high tension with its neighbour, which adds to political instability, a slowing
economy, rising social inequality and concerns about freedoms.
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In early 2014, Russia violated international law by annexing Crimea and allegedly fomenting separatist uprisings in the
eastern Ukrainian region of Donbass. The European Union, the United States and several other Western countries
responded with diplomatic measures in March 2014, followed by asset freezes and visa bans targeted at individuals
and entities. In July 2014, sanctions targeting the Russian energy, defence and financial sectors were adopted. These
sanctions have not swayed Russian public opinion, which continues to staunchly back the Kremlin's actions in Ukraine.
The diplomatic impact has also been limited, particularly now that Russia's military intervention in Syria has helped it to
break out of diplomatic isolation. On the other hand, sectoral sanctions have proved painful, aggravating the economic
downturn triggered by falling oil prices. Sanctions have affected the Russian economy in various ways. The main short-
term impact comes from restrictions on Western lending and investment in Russia. Oil and gas production remains
unaffected for the time being, but in the long term energy exports are likely to suffer. Meanwhile, Russian counter-
sanctions are benefiting the agricultural sector, but consumers are losing out in terms of choice and price. So far, the
ove(;all impact of sanctions has been to isolate Russia from the global economy and hold back economic
modernisation.
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Belarus is the only European country where the death penalty is still applied. Opposition politicians have disappeared,
the President has stifled all forms of budding protests with violence; and authorities continue to harass human rights
activists and independent journalists. Despite the softening in EU-Belarus ties and the newly lifted sanctions, the
overall human rights situation under President Lukashenko's autocratic rule has yet to improve.
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Trade between the EU and Russia has decreased due to the difficult context (tensions over Ukraine, long-standing
trade barriers, EU sanctions, Russian counter-sanctions banning EU agri-food products, recession in Russia), but
remains substantial.

This publication updates an 'At a glance' note of May 2015, PE 557.023.
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The International Atomic Energy Agency referred the issue of Iran's nuclear programme to the UN Security Council
(UNSC) in 2006. The UN gradually adopted restrictive measures against Iran, including an embargo on states
exporting materials that could be used for Iran's nuclear programme and placing financial and travel restrictions on
certain individuals. Following several years of rather chilly relations between Iran and the E3/EU+3 (France, Germany,
the United Kingdom, the EU High Representative, China, Russia, and the United States) the discussions about Iran's
nuclear programme gained new impetus with the election of Hassan Rouhani as president in June 2013. Building on a
series of contacts between Iran and the E3/EU+3, the Joint Plan of Action was adopted on 24 November 2013. In April
2015, negotiators announced agreement on a set of parameters which provided the framework for the Joint
Comprehensive Plan of Action (JCPOA) and annexes agreed on 14 July 2015.
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Faced with a deteriorating economy, unstable internal security and the financial repercussions of military efforts in the
east, Ukraine is striving to create a business-friendly climate. To this end, the country is preparing for the enforcement
by 1 January 2016 of the Deep and Comprehensive Free Trade Area (DCFTA) created under the Association
Agreement with the EU.

The war and a decline in industrial output have led Ukraine's foreign trade to contract. Imports have been hit by the
country's shrinking GDP, and exports are also declining. In the case of exports to Russia, several embargos and the
unpredictability of the Russian market have compounded the toll. On the other hand, exports to the EU have
demonstrated a surprising resilience, thanks largely to the positive performance of agriculture. While the EU has
granted the country autonomous trade measures, these may not be responsible for the recent strength of Ukraine's
agricultural exports; instead, traders’ new market orientation may be the cause.

Russia's opposition to the implementation of the DCFTA has been muted since trilateral trade negotiations with the EU
and Ukraine were launched. A mutually acceptable solution may be found — or not — by the end of 2015.

Ultimately, any real improvement in Ukraine's economy will depend on the termination of military activities in the east,
on not totally losing trade with traditional Eurasian partners, on the effective entry into force of the DCFTA, on debt
restructuring and on a commitment to ambitious reforms. Ukraine's current trade barriers must be removed. For now,
at least, Ukraine seems dedicated to doing just that.
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Economic impact on the EU of sanctions over Ukraine conflict

Bug nybnukauus Briefing

Data
ABTOp

O6nacTt Ha NoNUTUKUTE

KniouoBa gyma

19-04-2024

Pestome

Briefing

14-10-2015
SZCZEPANSKI Marcin
MkoHOMMUYeCKn 1 napuyHn Bbnpock | MexayHapoaHa Tbprosus

arpovHaycTpust | BHOCHM orpaHnyeHust | Bpb3ku B EC | TEOMPA®UA | EBpona | EBPOINMEVCKW CBhHO3 | narpaxgaHe
Ha EBpona | nsHoc (EC) | MIKOHOMWKA | nkoHommnyecka reorpacmst | MkoHoMu4ecka nocneauua | ikoHoMmmyecka
CaHKLUMSA | MIKOHOMUYECKM aHanusm | MexxgyHapogHa nonuTtuka | mexgyHapogHa toprosus | MEXKOYHAPOOHU
OTHOLWEHWA | Obwa BbHLIHA NOAMTUKA 1 NOAUTUKA HA CUFYPHOCT | orpaHuYeHre npu n3Hoca | nonutuyecka
reorpadusi | Pycus | cenckoctonaHcka npogykums 3a xpaHa | Teproeus | TbPIFOBUA | YkpaiHa | XPAHUTEJHO-
BKYCOBA NPOMULLNEHOCT

Russia is the European Union's third biggest trading partner. In 2014, trade volume between the European Union (EU)
and Russia decreased, mainly due to the impact of the recession on the Russian economy, as well as the conflict in
Ukraine which led to EU sanctions and Russian countermeasures. Beginning in early 2014, the EU introduced and
extended a range of diplomatic and economic sanctions against the Russian Federation in protest at Russian
involvement in destabilising Ukraine and violation of Ukraine's territorial integrity. Russia has retaliated with an
embargo on certain EU agricultural products. Both the EU and Russian measures will be in place until at least June
2016. It is hard to disentangle the effects of these sanctions from those stemming from the deteriorating economic
situation in Russia. Although the overall impact on the EU economy has been rather limited, certain sectors and
countries are more significantly affected. Estimates of the impact vary, but indicate overall that the European economy
is resilient to the adverse effects of falling trade with Russia. Importantly, the EU's financial sector is not considered to
be systemically threatened by its exposure. The most visible direct effect is the substantial fall in EU agri-food exports
to Russia. The losses are, however, mitigated to a large extent by redirecting exports to alternative markets.
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Russia's assertive foreign policy, annexation of Crimea, conflict with Ukraine and, recently, military operation in Syria
are further challenging the assumptions of the post-Cold War world order. Meanwhile, on the domestic front, President
Vladimir Putin's government is seen to be increasingly repressive. The sanctions against Moscow imposed by the
United States and the European Union have hit the Russian economy hard, but do not appear to have weakened
President Putin's resolve to pursue policies which are highly criticised in the West. The EU, US and other countries are
looking for the best options of dealing with Russia while trying to determine what drives President Putin's actions. This
note offers links to commentaries, studies and reports by major international think tanks, which discuss Russia's
policies and how to respond to them.
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Plans for gas pipelines in south-eastern Europe have experienced great upheaval in recent years, the result of
business competition as well as the ongoing stand-off between Europe and Russia. The projects' advances and
reversals reflect shifting strategies: those of new suppliers to find clients, those of traditional suppliers to conserve their
markets and avoid regulatory impediments, and those of both suppliers and clients to ensure greater reliability. For
many, this means planning to bypass Ukraine.

Yet Europe a as a whole does not have a single, coherent strategy. Different European countries have divergent
relations with Moscow, and their multiple approaches to energy security impede coherence, particularly when it comes
to Ukraine. Even within the EU institutions, the messages sometimes appear contradictory, with political declarations
deviating from the technical statements of the European Commission.

Ukraine's fate — whether or not it remains a transit country for gas to the EU — depends on multiple factors: its own
internal reforms, its integration with the EU market, and the EU's continued support.
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The June European Council has a very comprehensive agenda, as Heads of State or Government will discuss the
situation in the Mediterranean, progress undertaken since December 2013 in the Common Security and Defence
Policy (CSDP), means to fight terrorism, economic governance aspects, the development of the digital agenda, as well
as relations with Russia and the situation in Ukraine. Current developments in the Mediterranean and the Eurozone will
most likely shift the Summit's primary focus from CSDP to migration and the future of Greece within the euro area. In
addition, the future role of the United Kingdom will be addressed by the British Prime Minister.
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Trade between the EU and Russia has decreased due to the difficult context (tensions over Ukraine, long-standing
trade barriers, sanctions and counter-sanctions, recession in Russia), but remains substantial.
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The EU's reliance on Russian energy is a long-standing concern that predates current tensions. While dependence
shows no signs of diminishing, the EU has taken coordinated action to prepare for potential disruption to supplies, and
the proposed Energy Union envisages even closer cooperation. However, issues such as energy sanctions and
Russian nuclear fuel remain divisive.
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The Spring European Council will focus on building a European Energy Union. The Heads of State or Government will
also exchange views on the economic situation and conclude the first phase of the European Semester for 2015,
which includes giving guidance to Member States for the preparation of their national reforms and the stability or
convergence programmes. They are also likely to consider the progress on the European Fund for Strategic
Investments (EFSI) and the state of play in the negotiations with the US on the Transatlantic Trade and Investment
Partnership (TTIP). On the external relations agenda, the European Council is expected to discuss relations with
Russia and the situation in Ukraine, in particular the implementation of the Minsk || Agreement, and agree on possible
further steps. The difficult situation in Libya and its security implications for the EU will also be on the agenda. EU
leaders are also expected to prepare the Eastern Partnership Summit in Riga on 21-22 May 2015.
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On 12 February, after more than 16 hours of negotiations in Minsk, the leaders of Germany, France, Russia and
Ukraine reached an agreement to end fighting in eastern Ukraine. Representatives of the OSCE, Ukraine, Russia, and
the pro-Russian rebels in eastern Ukraine signed the deal, which includes a ceasefire in eastern Ukraine, to begin on
15 February, followed by the withdrawal of heavy weapons.

In a joint declaration, Angela Merkel, Frangois Hollande, Vladimir Putin and Petro Poroshenko stated their commitment
to respecting Ukraine's sovereignty and territorial integrity. The document states that regular meetings will be held to
ensure the fulfilment of the Minsk agreements.

The tenor of most official international reactions was cautiously optimistic. International leaders said the deal gave
'hope', but at the same time emphasised that the agreement must now be implemented on the ground.

Intense fighting continued during the talks, with the strategic transit hub of Debaltseve still contested. Moscow denies
Ukraine's accusations that Russia is supplying troops and weapons to separatists fighting for the territory which Putin
calls 'New Russia'.

The on-going crisis in Ukraine erupted after former President Viktor Yanukovych refused to sign an Association
Agreement (AA) with the EU in November 2013 and sought closer ties to Russia. Following radical protests from pro-
Western groups, Yanukovych stepped down and fled to Russia. Moscow responded by annexing the Crimea in March
2014, sparking wide-ranging EU sanctions.
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On 17 December 2014, US President, Barack Obama, announced the start of a new phase in US-Cuba relations. The
US embargo to Cuba has been in place for more than 50 years. International opposition to the embargo has grown
since the beginning of the 1990s when US embargo legislation started to present extraterritorial implications. More
recently, domestic support for the embargo has also started fading. US economic interest in the island has risen since
Cuba became an importer of US agricultural products, and a series of economic policy reforms were introduced by the
Castro government opening the way toward a mixed economy model. In this context and after successfully concluding
a prisoner-exchange deal with Cuba, President Obama announced a period of normalisation. This normalisation
process will most probably be constrained by the still strong opposition from Congress. The powers and discretion of
the President to modify the embargo rules are limited by legislation dating back to the 1990s. Radical changes in
relations between the two countries will therefore be dependent on Congress's willingness to amend or completely
revoke embargo legislation. Opposition to major changes in the embargo rules is still strong in Congress, as political
reforms in Cuba have lagged behind economic policy changes. This is likely to lead to a slower and more prudent
process for dismantling the embargo. The maintenance of the main embargo legislation means that some of the rules
with extraterritorial implications will remain in place. In particular, the rules from the 1996 Helms Burton Act and
Section 211 of the 1998 Omnibus Appropriations Act that the EU had challenged in the past will, for the moment,
remain in place.
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Cuba's main imports are machinery, food and fuel products, while its major exports are refined fuels, sugar, tobacco,
nickel and pharmaceuticals. In addition to merchandise exports, Cuba pays for much-needed imports through the
export of services (tourism, medical personnel working abroad), remittances from Cubans living out of the country and
finance from outside benefactors. The island recently reformed its foreign investment law and opened a Chinese-style
'special economic zone' around the new container terminal in Mariel with the aim of attracting additional foreign direct
investment. President Obama's new policy on Cuba does not amount to lifting the US embargo as such, but rather
expands and facilitates a specific range of possibilities for commercial and private exchange.
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This documents provides an overview of the EU sanctions and Russia's retaliatory measures. It analyzes the impact
on economy and employment, compensation measures taken by the European Commission as well as initiatives by
the European Parliament.
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The crisis in Ukraine has led to seven rounds of sanctions between Russia and the EU — and may well lead to more.
Energy is the most alarming casualty in this clash, with the EU and Russia largely interdependent in the domain. The
level of dependency among EU Member States varies greatly, as does their ability to respond to Russian warnings and
actions.

Ukraine's gas situation is also at stake. The Russian gas exporter Gazprom ceased exporting to Ukraine in June. In
late September, gas cuts were registered in Slovakia, Austria, Poland and Romania — in some cases to prevent
Russian gas from being diverted to Ukraine. A provisional solution for Ukraine's winter supplies was reached in Berlin
on 26 September, but has yet to be completely endorsed by Moscow and Kiev.

However, the risk of gas shortages for the rest of Europe has not been averted. Military and political tensions have
obliged the EU to boost its energy security mechanisms and seek alternatives to Russian gas. The European
Commission has just concluded a stress test on the EU gas system to assess the impact of a potential gas crisis.
Several studies have suggested that, in the short term, the EU could substitute Algerian, Norwegian and Qatari
supplies for Russian gas, although this would cost more and require new gas terminals. The Union’s reserves — at
present 90 % full — will also help, but for how long depends on the coming winter.

In the longer term, gas supplies from Azerbaijan, the United States, Iran, Mozambique, Australia, Israel and
Turkmenistan could also supply the thirsty European market. EU energy policies (on renewable sources, greater
efficiency, shale gas and interconnection of energy grids) could also play a role in reducing — if not completely
eliminating — Europe’s dependence on Russian gas.
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The crisis in Crimea has led to a first round of sanctions between Russia and the EU — and may well lead to more. For
both the EU and Russia, energy constitutes the main risk in this clash, as the two actors are largely interdependent:
Russia exports 65 % of its gas to Europe, while the EU imports roughly one third of its natural gas from Russia. Among
EU Member States, the level of dependency varies greatly, as does their ability to respond to Russian threats.

Military and political tensions are obliging the EU to boost its energy security mechanisms and to seek out short- and
long-term alternatives to Russian gas. The Union’s reserves are at present half-full, thanks to a mild winter, although
no-one knows what the next winter will bring. Several studies have suggested that in the short term the EU could
substitute Algerian, Iranian, Norwegian and Qatari gas for Russian gas, although the price would naturally be higher.
Yet the risk of recession is estimated to be lower than was the case in the 1970 oil crisis. Most of the new supply would
come via cargo ships, bypassing traditional pipelines, although this will require the rapid creation of new gas terminals.
In the longer term, Azeri, US and Turkmenistan gas supplies may also quench the thirsty European market, depending
on commercial and technical conditions. Other energy policies (focusing on renewable sources, greater efficiency,
nuclear power, shale gas and the interconnection of the energy grids) can also play a role in reducing — if not
completely eliminating — Europe’s dependence on Russian gas.
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International disputes have arisen over the fishing of herring and mackerel in the North-East Atlantic following the
unilateral raising of fishing quotas for these stocks by Iceland and the Faroe Islands. The European Commission has
imposed sanctions against the Faroe Islands with regard to their non-sustainable fishing of herring but, so far, it has
not taken measures against Iceland or the Faroes in respect of their position on the fishing of mackerel stock.
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Iran's new President, Hassan Rouhani, has stated his intention to improve Iran's ties with the West. This change in
tone raised hopes for a deal on Iran's nuclear programme. The recent talks in Geneva were not a breakthrough, but
they did restart the dialogue.
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The EU's sanctions policy under the CFSP framework is guided by the EU's overarching foreign policy principle of
effective multilateralism, with the United Nations (UN) at its core. Thus the EU implements mandatory sanctions
adopted by the UN Security Council in order to maintain or restore international peace and security.
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Since the ousting of Hosni Mubarak and Zine El Abidine Ben Ali, the EU has frozen assets of 67 people suspected of
concealing abroad state funds misappropriated in Egypt and Tunisia. But despite high-level political declarations
sup-porting the recovery of these assets, there seems to be little prospect of their swift return to the countries of origin.
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Pesiome Executive summary
The present study examines a number of issues concerning the EU’s own (autonomous) sanctions (also called
restrictive measures) and EU sanctions implementing UN Security Council sanctions. The interplay between the
international, EU and national constitutional legal systems causes problems and creates complexity in this field but the
scope for simplifying this is limited. UN and EU sanctions have very different legal bases at international law. Under EC
Law, the legal basis and procedures to be followed for introducing trade/aid suspension measures is quite different
from the legal basis and procedure to be followed for introducing CFSP sanctions. This distinction between the two
legal bases is retained in the Lisbon treaty, although there is some increased scope for integrating these two bases.
UN and EU targeted sanctions work by means of blacklisting. The procedures for blacklisting are different depending
on whether the targets are governments or terrorist organisations. Identification of terrorist suspects as compared to
governmental members is a much more uncertain process. [...]
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