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Block #1

Geopolitical Risk




A historical overview of geopolitical risk events
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Level of geopolitical severity of the conflict in Ukraine

Source: www.iacoviello.com.

Extraordinary spike in global geopolitical risk
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The impact of geopolitical risks on the markets

Source: Own elaboration
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Variables to watch: volatility and financial conditions

Bloomberg Financial Conditions Index

Source: Bloomberg and own elaboration. Data as of March 15, 2022
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Block #2

Energy Risk




Importance of Russia and Ukraine in economy and markets

Russia and Ukraine have a relatively small weight in the world economy and markets.

Economy (GDP) Weight in Global Stock Markets fWeight in Emerging Markets il Weight in EM Fixed Income

Capitalization MSCI ACWI Capitalization MSCI Emerging Bloomberg Emerging
Index 100% Markets Index 100% Markets Debt Index 100%

Global economy size 100%

(*) During the month of March, the main fixed-income and equity indexes are
declaring Russian assets "non-investable”, so the weight of Russia in the
global fixed-income and equity indexes will be practically nil.
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o Source: IMF (December 2021) PPP Source: MSCI (July 2021) Source: MSCI (December 2021) Source: Bloomberg (February 2022)
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Source: International Monetary Fund (IMF) and own elaboration.

Weight of exports to Russia as % of GDP
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Importance of Russia and Ukraine in agricultural production

Russia and Ukraine are the world's leading grain exporters

B Russic ™ aine

Production Exports

Wheat Corn Wheat Corn

Source: United States Department of Agriculture (USDA, . '
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*YTD: Revaluation for the year-to-date 2022. Source: Bloomberg. Data as of March 15, 2022.



Importance of Russia in metal production

Russia is one of the world's leading metal producers
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*YTD: Revaluation for the year-to-date 2022. Source: Bloomberg. Data as of March 15, 2022.



Importance of Russia in energy production

Russia is the world's largest exporter of energy (oil and gas).

Production Exports
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Europe's energy dependence on Russia

Energy dependence on gas, coal and oil from Russia
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Russian oil substitution: options for Europe

Source: Own elaboration
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Variables to watch: gas and oil prices

Oil and natural gas prices in dollars

Source: Bloomberg and own elaboration. Data as of March 15, 2022

. 600
Brent =—WTI ) 150 NaturaL Gas Conflict starts

1
1
1 1
1 550
L 40 02/24/2022 :
Conflictstarts ] 130 i 500
1
Ay 02/24/2022 il 19 1 -
! i
il 110
! Ul 400
| 100 I
Y if| 350
i 90 I
]
L 80 I\ 300
1
]
] 70 250
: 60
I 50 200
]
I 40 i 150
1 1
1
i 30 100
Pl i
50
i 10 T :
T L0
S 2 2 8 2 £ & &5 &8 5 &8 o8 oo~ S 8 8§ & /&% & & &N N &~ &N @~ & W

(%\ | 1 ! | U ! ! | | | I 1
&7 Priva%e 15
Banking



Estimated impact on growth and inflation in the Euro Zone

® December 2021

ECB/Eurosystem staff macroeconomic projections
for economic growth

Growth -0,5%

EUROPEAN CENTRAL BAMK | EUROSYSTEM Euro area, annual figures

Source: European Central Bank (ECB)
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Downward revision of growth and upward revision of inflation by ECB

@® December 2021

ECB/Eurosystem staff macroeconomic projections for inflation
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Block #3

Financial System




Impact of the conflict in Ukraine on European banks

Variation (%) European Banks' share prices Year 2022

Source: Bloomberg and own elaboration. Data as of March 16, 2022
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European banking exposure to Russia and Ukraine

Exposure via European bank loans to Russia and Ukraine (Mn€)

Selected banks’ loan exposures to Russia and Ukraine (€mns)
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The level of capitalization of European banks is very solid

Current levels of European bank capital strength are much
higher than in previous crises.
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Variables to be monitored: Risk premium financial institutions

Perception of risk (CDS) of European financial institutions

Source: Bloomberg and own elaboration. Data as of March 15, 2022
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Block #4

Inflation Risk
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Higher and more persistent inflation than expected

Inflation levels have reached levels not seen since the 1980s.

Source: Bloomberg and own elaboration
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Higher inflation but no second wave effect

Labor costs are not rebounding at the same rate as inflation

Source: Bloomberg and own elaboration

Unit labor costs and core inflation. YoY
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Higher and more persistent inflation than expected

The upturn in inflation in the Eurozone has several fronts

Source: Refinitiv and Blackrock Investment Institute
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Higher and more persistent inflation than expected

Inflation levels have reached levels not seen since the 1980s.

Source: National Institute of Statistics and Cinco Dias
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Variables to watch: inflation expectations

Long-term inflation expectations

Source: (5 years within 5 years) Bloomberg and own elaboration. Data as of March 15, 2022
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Block #5

Fiscal Policy Response

28



Europe has been united in the diplomatic response

Il Support the UNGA resolution

% Have imposed sanctions on Russia
"Faced with Russian
threats, the European Union

must stay firm, united and, B Abstained in UNGA resolution
above all, act.

o [efence aid

M Voted against the UNGA resolution

Absent at the UNGA vote
JOSEP BORRELL

Data source: UNGA resolution A/RES/ES-11/1 vote summary, government statements for sanctions and commitments of defence aid as reported by the press.

Defence aid includes various items, lethal and non-lethal, such as fuel, helmets and other protective equipment, medical items and medical care for injured Ukrainian soldiers
in third countries, as well as lethal weapons, from rifles and ammunition to air defence rockets and anti-tank systems.

& Private UNGA: United Nations General Assembly 59
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European Union Response - Energy Policy

REPOWEREU TO CUT OUR DEPENDENCE ON RUSSIAN GAS

More rooftop solar Decarbonising Industry by
panels, heat pumps and accelerating the switch to

energy savings to reduce electrification and renewable
our dependence on fossil hydrogen and enhancing our
\ fuels, making our homes low-carbon manufacturing
\ and buildings more energy capabilities.
E efficient.
/ Speeding up renewables

Doubling the
EU ambition for
biomethane to produce
35 bcm per year by
2030, in particular from
agricultural waste and
Diversifing gas supplies residues.
and working with
Ir:toe\::e;t\:f:?lfr%arnn;i:sitzn R A Hydro‘gen Accelerator to
gas, and investing in the Em] deyglqp infrastructure, storage
necessary infrastructure. - facilities and p O'JFS' and ’EP lace
demand for Russian gas with
additional 10 mt of imported
renewable hydrogen
from diverse sources

permitting to minimise

the time for roll-out of
renewable projects and grid
infrastructure improvements.

By

P and additional 5 mt of 1-'
g domestic renewable { T
O e hydrogen. 0L :
Private m yers \ ; 30
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European Union Response - Defense Spending

Germany to set up €100bn fund to boost High support from German

its military strength citizens for change in defense and
energy policy

Level of support for German government
measures in response to the invasion of

Ukraine by Russia
approval disapproval

82 13
Exclusion of important Russian banks from SWIFT
international payment system

68 24
Deployment of additional Bundeswehr units to
Eastern European NATO countries* (+47)

67 24
Stopping the Russian natural gas pipeline
Nord Stream 2

65 27
Taking out a loan of €100 billion euros to
strengthen the army

Chancellor Olaf Scholz says urgency of Ukraine crisis has forced
decision to increase defence spending

Russia-Ukraine war latest news: follow live updates

W4 Scholz announces €100bn rise in German defence spending after Russia's Ukraine invasion

video 61 31
In a historic announcement to parliament, the German chancellor, Olaf _ _
Scholz, has said a fund of €100bn (£85bn) will be set up immediately to boost AledehvenErom Seunduyis L alisiel)

the strength of the country’s armed forces, as he also announced a sustained
@ Source: infratest dimap/ARD-DeutschlandTrend for ARD Tagesthemen

Increase m dEfence Spendlng over the COlTllIlg }’ears. Values up to 100%: 'T don't know”/'No response'| March 3, 2022 |
Privat Source: https://www.theguardian.com/world/2022/feb/27/germany-set-up-fund-boost-military- * June 2014
& B”V?.e strength-ukraine-putin 31
anking Source: https://www.dw.com/en/germans-approve-of-

government-u-turn-on-ukraine/a-61011528




Variables to watch: risk premium on peripheral bonds

Risk premium of government bonds vs. 10-year German bonds

Source: Bloomberg and own elaboration. Data as of March 15, 2022
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Block #6

Monetary Policy Response
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Energy dependence (Oil consumption/GDP)
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Comparable crude oll price performance

Source: Bloomberg and own elaboration

Oil prices in nominal, real and adjusted by energetic dependence
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Differences with respect to the shock of the 1970s

Source: Bloomberg and own elaboration

Fed Funds rate and core inflation
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Expectations of rate hikes by the market

The market has reacted with volatility but expectations for increases are maintained

Source: Bloomberg and own elaboration. Data as of March 15, 2022
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Variables to watch: Long-term interest rates

10-year government bond rates

Source: Bloomberg and own elaboration. Data as of March 15, 2022
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Legal notice:

This report has been prepared by Santander Wealth Management & Insurance (“WMI"), a global
business unit of Banco Santander, S.A. (WMI, together with Banco Santander, S.A. and its affiliates,
shall be referred to hereinafter as “Santander”). This report contains economic forecasts and
information gathered from several sources, including third parties. While said sources are believed
to be reliable, the accuracy, completeness or current nature of that information is not guaranteed,
either implicitly or explicitly, and is subject to change without notice. Any opinions included in this
report may not be considered irrefutable and could differ from, or be inconsistent with, opinions
(expressed verbally or in writing), advice or investment decisions of other areas of Santander.

This report is not intended to be, and should not be, construed in relation to a specific investment
objective. It has been published solely for information purposes and does not constitute investment
advice, an offer or solicitation to purchase or sell assets, services, financial contracts or other types
of agreements, or other investment products of any type (collectively, the “Financial Assets"), and
should not be relied upon as the sole basis for evaluating or assessing Financial Assets. Likewise, the
distribution of this report to a client, or to a third party, should not be regarded as a provision or an
offer of investment advisory services.

Santander makes no warranty in connection with any market forecasts or opinions, or with the
Financial Assets mentioned in this report, including with regard to their current or future
performance. The past or present performance of any markets or Financial Assets may not be an
indicator of such markets or Financial Assets future performance. The Financial Assets described in
this report may not be eligible for sale or distribution in certain jurisdictions or to certain categories
or investors.

Except as otherwise expressly provided for in the legal documents of specific Financial Assets, the
Financial Assets are not, and will not be, insured or guaranteed by any governmental entity,
including the Federal Deposit Insurance Corporation. They are not an obligation of, or guaranteed by,
Santander, and may be subject to investment risks including, but not limited to, market and currency
exchange risks, credit risk, issuer and counterparty risk, liquidity risk and possible loss of the
principal invested. In connection with the Financial Assets, investors are recommended to consult
their financial, legal, tax and other advisers as they deem necessary to determine whether the
Financial Assets are suitable based on such investors particular circumstances and financial
situation. Santander, its respective directors, officers, attorneys, employees and agents assume no
liability of any type for any loss or damage relating to, or arising out of, the use or reliance of all or
any part of this report.
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At any time, Santander (or its employees) may align with, or be contrary to, the information stated
herein for the Financial Assets; act as principal or agent in the relevant Financial Assets; or provide
advisory or other services to the issuer of relevant Financial Assets or to a company connected with
an issuer thereof.

The information contained in this report is confidential and belongs to Santander. This report may
not be reproduced in whole or in part, or further distributed, published or referred to in any manner
whatsoever to any person, nor may the information or opinions contained herein be referred to
without, in each case, the prior written consent of WMI.

Santander Private Client” is a brand name trademarked by Santander Bank, N.A. and may be used by
its affiliates. Securities and insurance products are not offered by “Santander Private Client” or
Santander Bank, N.A.

Any third party material (including logos, and trademarks), whether literary (articles/studies/
reports, etc. or excerpts thereof) or artistic (photos/graphs/drawings, etc.), included in this report are
registered in the name of their respective owners and only reproduced in accordance with honest
industry and commercial practices.

39



Private Banking




