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Conflict Update # 90 

June 14th, 2022 

Conflict Assessment 

Key Takeaways 

Russian military authorities are 

pursuing options to increase the 

available pool of eligible recruits to 

account for continued personnel losses 

in Ukraine. 

Russian forces are continuing to 

fight for control of the Azot industrial 

plant and have destroyed all bridges 

between Severodonetsk and 

Lysychansk, likely to isolate the 

remaining Ukrainian defenders within 

the city from critical lines of 

communication. 

Russian forces continue to prepare 

for offensive operations southeast of 

Izyum and west of Lyman toward 

Slovyansk. 

Russian forces are continuing 
offensive operations to the east of 

Bakhmut near the T1302 highway to 

cut Ukrainian lines of communication 

to Severodonetsk-Lysychansk. 

Russian forces continued offensive 

operations to push Ukrainian troops 

away from frontlines northeast of 

Kharkiv City. 

Ukrainian counterattacks have 

forced Russian troops on the Southern 

Axis to take up and strengthen 

defensive positions. 

Subordinate Main Effort—

Southern Kharkiv, Donetsk, Luhansk oblasts - Russian forces continued ground assaults within Severodonetsk and 

fought for control of the Azot industrial plant on June 14. The Ukrainian General Staff (UGS) reported that Russian forces 

moved two battalion tactical groups (BTGs) to the north of Severodonetsk around Kremmina and Rubizhne (in Luhansk 
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Oblast), but as ISW has previously assessed, these BTGs are 

unlikely to be functioning at full combat capacity. A 

Russian Telegram channel additionally claimed that 

Russian forces have encircled Ukrainian troops within the 

Azot industrial plant, rendering evacuation or withdrawal 

from the plant impossible, though ISW cannot 

independently confirm this claim.  

Russian forces have reportedly destroyed all three bridges 

spanning the Siverskyi Donets River from Severodonetsk to 

Lysychansk, indicating that they likely seek to isolate 

Ukrainian defenders in Severodonetsk from their critical 

lines of communication to complete the encirclement of 

the city, at the cost of preventing Russian forces from 

easily crossing the river themselves once they capture 

Severodonetsk. Russian forces conducted continual 

artillery strikes against Severodonetsk-Lysychansk and the 

surrounding settlements of Privillya and Borivske. 

Russian forces continued to prepare for offensive 

operations toward Slovyansk from the southeast of Izyum 

and west of Lyman on June 14. UGS noted that Russian 

forces are focusing on consolidating control of 

Bohorodychne, a settlement near the Kharkiv-Donetsk 

Oblast border about 20 km northwest of Slovyansk. 

Russian forces are conducting artillery and ground attacks 

in other settlements to the northwest of Slovyansk, and 

will likely use incremental gains in this area to gain road 

access to the M03 highway and drive southeast on 

Slovyansk. UGS stated that Russian forces are additionally 

preparing for an offensive southwest of Lyman toward 

Raihorodok, indicating that Russian forces intend to push 

toward Slovyansk along the T0514 highway that runs from 

Lyman through Raihorodok and Slovyansk. 

Russian forces continued ground, air, and artillery strikes 

to the east of Bakhmut on June 14 and conducted attacks 

around Zolote, east of Bakhmut, and attacks to drive 

northward toward Bakhmut from Vidrodzhennya and 

Vershyna. A Russian Telegram channel claimed that 

detachments of the Wagner Private Military Company took 

control of Vidrodzhennya and Roty, both to the southeast 

of Bakhmut. Russian forces continued attempts to cut the 
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T1302 Bakhmut-Lysychansk highway and are likely in position to interdict Ukrainian movements along sections of the 

highway via shelling as they continue assaults on Vrubivka and Berestove. 

Supporting Effort #1—Kharkiv City - Russian forces 

continued offensive operations to push Ukrainian forces 

away from occupied frontlines northeast of Kharkiv City on 

June 14. Russian forces are conducting ground assaults south 

of Rubizhne (in Kharkiv, not Luhansk Oblast) toward Staryi 

Saltiv and Verkhnii Saltiv in order to re-establish control of 

these points. A Russian Telegram channel additionally 

claimed that Russian forces repelled a Ukrainian 

counterattack in Starytsya and Izbytske, both settlements far 

north of Kharkiv City near the international border. Russian 

forces continued to fire on and around Kharkiv City. Russian 

forces will likely continue attempts to push Ukrainian troops 

south of contested frontiers in this area as Ukrainian forces 

continue simultaneous limited and localized counterattacks. 

Supporting Effort #2—Southern Axis - Recent 

Ukrainian counterattacks forced Russian troops to prioritize 

defensive operations along the Southern Axis on June 14.  

Ukrainian forces have reportedly advanced to within 18 

km of occupied parts of Kherson (though we cannot 

confirm their exact positions), which is likely placing 

considerable pressure on Russian forces to strengthen 

their defensive lines in the south. Russian troops are 

reportedly mining unspecified locations on the bank of 

the Inhulets River in a likely response to Ukrainian 

counterattacks around Davydiv Brid in northwestern 

Kherson and toward Mykolaiv and Kryvyi Rih from 

occupied frontiers in Kherson. Russian forces deployed 

one tube artillery battery and two rocket artillery 

batteries to areas near the Kherson-Mykolaiv Oblast 

border. They continued to fire on Kherson, 

Dnipropetrovsk, and Zaporizhia Oblasts. 
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Activity in Russian-occupied Areas - Russian occupation authorities continued to struggle to provide basic social 

services in Mariupol on June 14. Advisor to the Mayor of Mariupol Petro Andryushchenko claimed that the reconstruction 

of Mariupol is allegedly taking place under the patronage of the Russian city of St. Petersburg, but that occupation 

authorities have no clear legal framework under which to institute reconstruction projects. Russian occupation 

authorities will likely continue the ad-hoc implementation of occupational agendas in the continued absence of a 

concrete Kremlin-backed occupation framework. 

Belarusian Armed Forces began a command-staff exercise focused on testing command and control capabilities 

on June 14. However, Belarus remains unlikely to join the war in Ukraine on behalf of Russia. Head of Logistics for the 

Belarusian Armed Forces Major General Andrei Burdyko announced that the exercise will involve military authorities, 

unspecified military units, and logistics organizations and is intended to improve the coherency of command-and-control 

and logistics support to increase the overall level of training and practical skills of personnel in a “dynamically changing 

environment.”  

Despite the launch of this exercise, Belarus remains unlikely to join the war in Ukraine due to the threat of domestic 

unrest that President Alexander Lukashenko faces if he involves already-limited Belarusian military assets in combat. Any 

Belarusian entrance into the war would also likely provoke further crippling sanctions on Belarus. Any unsupported 

Belarusian attack against northern Ukraine would likely be highly ineffective, and the quality of Belarusian troops remains 

low. ISW will continue to monitor Belarusian movements but does not forecast a Belarusian entrance into the war at this 

time. 

Russian authorities may be accelerating plans to annex occupied areas of Ukraine and are arranging political 

and administrative contingencies for control of annexed territories. Russian military correspondent Sasha Kots posted an 

image of a map that was displayed at the St. Petersburg Economic Forum depicting a proposed scheme for the 

“administrative-territorial” division of Ukraine following the war on a three-to-five-year transition scale.  

The proposed scheme divides Ukrainian oblasts into Russian “territorial districts" and suggests the manner in which 

Russian authorities hope to incorporate Ukrainian territory directly into Russia. Advisor to the Mayor of Mariupol Petro 

Andryushchenko additionally outlined a series of indicators that he claimed suggest that Russian authorities are planning 

to annex occupied Donetsk Oblast as soon as September 1, 2022. Andryushchenko stated that the leadership of occupied 

Donetsk has entirely passed from authorities of the Donetsk People’s Republic (DNR) to Russian officials and that Russian 

educational authorities are already referring to Donetsk, Luhansk, Zaporizhia, and Kherson as regions of Russia. 

Andryushchenko additionally stated that the financial and legal systems in occupied Donetsk have already transitioned 

to Russian systems. Despite the apparent lack of a Kremlin-backed mandate concerning the condition of occupied areas, 

Russian authorities are likely pushing to expedite a comprehensive annexation process in order to consolidate control 

over Ukrainian territories and integrate them into Russia’s political and economic environment. However, the Kremlin 

retains several options in occupied Ukrainian territory and is not bound to any single annexation plan. 

The Russian military leadership continues to expand its pool of eligible recruits by manipulating service 

requirements. Russian milblogger Yuri Kotyenok suggested that Russian authorities are preparing to increase the age 

limit for military service from 40 to 49 and to drop the existing requirement for past military service to serve in tank and 

motorized infantry units. If true, the shift demonstrates the Kremlin's increasing desperation for recruits to fill frontline 

units, regardless of their poor skills. Kotyenok echoed calls made by other milbloggers to reduce the health requirements 

for those serving in rear and support roles. He additionally noted that while Russian recruits must have clean criminal 

records to serve, private military companies such as the Wagner Group will allow those with “mild misdemeanors” into 

service and that many of these low-level offenders have been mobilized into combat with Wagner in Donetsk and 

Luhansk. The Russian military leadership will likely continue efforts to expand the pool of eligible recruits, even at the 

cost of high-quality military personnel. 
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Impacts 

War In Ukraine Said To Be Causing Livestock Deaths In Central Kazakhstan - The wave of livestock deaths in 

Central Kazakhstan has been blamed on a lack of vaccines from Ukraine and Russia, supplies of which were disrupted 

after Russia launched its unprovoked invasion of its neighbor on February 24. 

In recent days, an infectious disease killed 76 cows and calves in the Shet district of Kazakhstan's central Qaraghandy 

region, while 150 more cows are suspected of being infected with the illness. 

‘Tectonic shift’ in security assistance during European trip - The global rush to ship lethal weapons to the 

Ukrainian front lines following Russia’s invasion has European nations reconsidering their defense choices  — and, a top 

State Department official said Monday, has provided an opportunity for the US to grow its regional influence. 

“This war has really created a tectonic shift, as the entire world is looking at what defense and security systems it’s going 

to need moving forward, and as countries reassess their own security needs,” Jessica Lewis, the assistant secretary of 

state for political-military affairs at the US State Department, said during a media roundtable at the US Embassy in Paris. 

“People are asking themselves: what are our defense needs going to be going forward?” 

America Is Waging A Technology War On Russia - The US has taken drastic measures to limit the transfer of 

technology to Russia in the months since that country invaded Ukraine. This is not the first time that the United States 

has waged a war of technology against Moscow. Beginning in 1945, the United States engaged in a decades-long effort 

to restrict the Soviet Union’s access to the most advanced military and civilian technologies.  

It isn’t quite correct to say that export controls were invented to contain the Soviet Union, but it isn’t quite wrong, either. 

Before World War II, efforts to control the export of military equipment were haphazard, and they did not generally focus 

on technology. In United States vs. Curtiss Wright, the ruling that the Roosevelt administration had the inherent authority 

to prevent the export of military technology to Bolivia created the basic legal foundation for export management. 

Beginning in 1935, the Neutrality Acts restricted U.S. arms exports to combatants, out of the belief that these weapons 

could spark or extend wars. 

Shifting the Focus of Battles Over Technology 

Civilian equipment that contained technology with possible military applications was a different question entirely. For a 

time, it received little attention. The U.S. exported significant amounts of technology to the Soviet Union in the interwar 

period, and so did France and Britain. During World War II, the U.S. transferred huge amounts of military equipment to 

the Soviets, including tanks, trucks, and aircraft. One piece of equipment that the U.S. did not export was the B-29 

Superfortress, an aircraft that the Americans had spent an enormous amount of money developing. They did not intend 

to just give it away. But it didn’t matter: The Russians got their hands on three aircraft that landed after bombing raids 

against Japan, took them apart, and eventually produced the bomber in bulk. 

After World War II, U.S. planners believed that they would require a significant technological advantage in order to offset 

the numerical superiority of the Soviet military, and thus instituted strict rules on the export of equipment with military 

applications. Much of this effort had its origins in the race to grab Nazi technology in the immediate wake of the war, 

when it became apparent that the Soviets very much wanted to catch up with the U.S. in military sophistication. New 

rules forced U.S. companies to seek approval from the U.S. government for the transfer of sensitive technologies. 

Essentially, the new regime made military and even non-military technology a matter of national security, and thus 

subject to the scrutiny of the state.  

The U.S. strategy for technology management had an international aspect. Although the U.S. designed the system in 

order to prevent its own companies from transferring technology to the Soviet Union, in practice many friendly states 
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found themselves the target of the export controls, due to concern that they would trade with the USSR or with its 

Eastern European satellites.  

The international manifestation of export controls was the Coordinating Committee for Multilateral Export Controls, 

more commonly known as CoCom. Designed to coordinate high-technology export policies across the U.S., Western 

Europe, and Japan, CoCom came into effect in 1950. The U.S. leaned hard on allied states, mostly Japan and the members 

of the NATO alliance, to limit the transfer of military and dual-use technology to the Soviet bloc, and to customers 

sympathetic with the Soviet bloc. This included not just transfers from the U.S., but also technology developed in Europe 

and Japan. 

A Return to the Technology Restrictions 

All of this was costly to the United States, and to the scientific community as a whole. Efforts to limit Soviet access to 

knowledge necessarily reduced the scientific capacity of the United States and its allies, both by compartmentalizing 

information and by insulating Western scientific communities from foreign knowledge and expertise. However, U.S. 

policymakers believed that controls designed to limit personal interaction with Soviet and Soviet-sympathizing scientists 

would hurt the Russians more than they would hurt America. 

Later in the Cold War, the role of export controls in maintaining American technological supremacy came under debate. 

On one hand, scholars and policymakers associated with the Department of Defense’s Office of Net Assessment 

emphasized the need for the United States to stay ahead of the USSR in technology in order to offset Soviet numerical 

superiority. On the other hand, détente provided the basis for a variety of social and scientific exchanges between the 

United States and the Soviet Union. When détente waned following the Soviet invasion of Afghanistan, advocates of 

tighter controls gained the upper hand. Even tighter restrictions on scientific cooperation and the export of dual-use 

equipment ensued. 

In an important sense, the campaign worked. The USSR wasn’t completely cut off from technological developments, but 

Soviet science and engineering were undoubtedly held back because they could not collaborate with the best scholars 

and engineers from the West. Different norms of research and publication developed on either side of the Iron Curtain, 

and Western military and civilian technology steadily pulled ahead of their Soviet equivalents. After 1992 everything 

loosened up, and Russia gained access to the most advanced international technology. 

In retrospect, it may seem that the three decades that followed the collapse of the Soviet Union represented a brief, 

bright, fleeting window in U.S.-Russia scientific and technology relations. (Dr. Robert Farley, Senior Lecturer at the 

Patterson School at the University of Kentucky.) 

Does Ukraine War Mean Tanks Are On The Brink Of Being Obsolete? - Is the age of the tank over? While the 

exact number of Russian tanks that have been destroyed or other immobilized in Ukraine cannot be confirmed, the 

numbers are significant. Even on the low-end, it is likely several hundred and that is in just under four months of fighting. 

Russia’s main battle tanks (MBTs) have shown to have significant vulnerabilities, while poor intelligence and simply bad 

tactics have been factors in the massive losses of the armored vehicles. Moreover, western-made anti-tank weapons – 

including the U.S.-made Javelin and British NLAW – have proven to be extremely effective when employed against a 

Russian MBT. 

Videos circulated on social media of captured Russian armor being towed away by Ukrainian tractors, while images of 

destroyed hulks with the turrets blown off are routinely posted online. 

According to multiple reports, a teen using a small drone helped Ukrainian forces target Russian armor in the early days 

of the invasion. 
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The war has highlighted flaws with Russian tank designs, notably how ammunition was stored near the turret in the T-72 

and T-90 MBTs to feed an autoloader. This has resulted in a so-called “jack-in-the-box” effect where a hit from an anti-

tank weapon can result in the ammunition being set off, which then blows the turret clean off the tank. Western analysts 

have reportedly known about the flaw since the Gulf War, but the Kremlin seemed to simply ignore the problem. 

In addition to design flaws, poor tactics have also been under the microscope. Videos have shown how Russian tanks 

convoys have all too easily been ambushed due to a lack of ground support. Unprotected tanks are extremely vulnerable 

to such attacks – a fact known to military planners since the first armored behemoths rolled into action during the Battle 

of Somme in 1916. 

Russian commanders had ignored 100 years of tactics and drove their tanks through Bovary, on the outskirts of Kyiv, with 

virtually no protection in March. The column was targeted by mortars and artillery and was quickly decimated. 

“In Brovary, a well-trained NATO armored column would have been accompanied by infantry to stop an ambush,” retired 

British Army Brig. Ben Barry, a senior land warfare fellow at the IISS think tank in London, also told Defense News. “Tanks 

must be part of a combined arms team. Instead, the Russian tanks have suffered huge losses from [Next generation Light 

Anti-tank Weapons], Javelins and even Soviet-era anti-tank weapons.” 

While military experts have suggested that canceling the MGCS would not be the right course of action, lessons from 

Ukraine do need to be considered in that and any other tank program going forward. 

Humanitarian 

Russia's Use Of Banned Munitions In Kharkiv Amounts To War Crime, Says Amnesty - Russia has committed 

war crimes in the Ukrainian city of Kharkiv, where hundreds of civilians were killed or maimed in indiscriminate 

bombardments that targeted residential neighborhoods and many times used banned cluster bombs, Amnesty 

International said on June 13. 

“The repeated use of widely banned cluster munitions is shocking, and a further indication of utter disregard for civilian 

lives," Amnesty said in a report titled Anyone Can Die At Any Time. 

Amnesty said it had uncovered proof in Kharkiv, Ukraine's second-largest city with a population of 1.4 million people, 

that Russian forces repeatedly used 9N210 and 9N235 cluster bombs and scatterable land mines, all of which are banned 

under international agreements. 

Cluster munitions release dozens of bomblets or grenades midair, scattering them indiscriminately over hundreds of 

square meters. 

"The Russian forces responsible for these horrific attacks must be held accountable for their actions, and victims and 

their families must receive full reparations,” said Amnesty's Donatella Rovera. 

"This is true both for the strikes carried out using cluster (munitions) as well as those conducted using other types of 

unguided rockets and unguided artillery shells," Rovera said. 

The report says Russian forces bombarded civilian and residential areas of Kharkiv relentlessly for two months from the 

first day of Moscow's unprovoked invasion on February 24, causing "wholesale destruction." 

"The continued use of such inaccurate explosive weapons in populated civilian areas, in the knowledge that they are 

repeatedly causing large numbers of civilian casualties, may even amount to directing attacks against the civilian 

population. 
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"People have been killed in their homes and in the streets, in playgrounds and in cemeteries, while queueing for 

humanitarian aid, or shopping for food and medicine," Rovera said. 

"The Russian forces responsible for these horrific attacks must be held accountable." 

Bucolic Ukraine forest is site of mass grave exhumation - The lush green beauty of a pine forest with singing 

birds contrasted with the violent deaths of newly discovered victims of Russia’s war in Ukraine, as workers exhumed 

bodies from another mass grave near the town of Bucha on Kyiv’s outskirts. 

The hands of several victims were tied behind their backs. The gruesome work of digging up the remains coincided with 

the Ukrainian police chief’s report that authorities have opened criminal investigations into the killings of more than 

12,000 people since Russia’ invaded Ukraine on Feb. 24. 

Workers wearing white hazmat suits and masks used shovels to exhume bodies from the soil of the forest, marking each 

section with small yellow numbered signs on the ground. The bodies, covered in cloth and dirt, attracted flies. 

“Shots to the knees tell us that people were tortured,” Andriy Nebytov, head of the Kyiv regional police, said at the scene. 

“The hands tied behind the back with tape say that people had been held (hostage) for a long time and (enemy forces) 

tried to get any information from them.” 

Since the withdrawal of Russian troops from the region at the end of March, authorities say they have uncovered the 

bodies of 1,316 people, many in mass graves in the forest and elsewhere. 

Containment 

Zelenskyy Wants More Reassurance Of Germany's Support, Says Chancellor Should Visit Kyiv - Ukrainian 

President Volodymyr Zelenskyy has called on German Chancellor Olaf Scholz to adopt a clearer position on the war 

between Ukraine and Russia. 

"We need Chancellor Scholz to reassure us that Germany supports Ukraine," Zelenskyy said an interview with German 

broadcaster ZDF on June 13. "He and his government must decide there can't be a trade-off between Ukraine and 

relations with Russia." 

Zelenskyy's comments came amid speculation that Scholz could make his first trip to Kyiv since the start of the war. 

Ukraine says Elon Musk's Starlink has been 'very effective' in countering Russia, and China is paying close 

attention - Since the start of the Russian invasion, the US and its NATO and European allies have sent Ukraine security, 

economic, and humanitarian aid worth tens of billions of dollars. 

Assistance to the embattled Ukrainians has come from the general public and private sector too. One of the most notable 

contributions has been that of Starlink, a satellite communication system run by Elon Musk's SpaceX. 

SpaceX says it has delivered 15,000 Starlink kits to Ukraine since late February. The devices provide the Ukrainian military 

with a resilient and reliable means of communication. Ukrainian troops have used them to coordinate counterattacks or 

call in artillery support, while Ukrainian civilians have used the system to stay in touch with loved ones inside and outside 

of the country. 

Besieged Ukrainian troops in the Azovstal steelworks plant in Mariupol were only able to communicate with Kyiv and the 

world because they had a Starlink device. 
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There are other commercial satellite companies that provide similar services, but SpaceX has developed one of the most 

robust networks. Starlink uses a new generation of low-orbit satellites that are resilient and powerful because they work 

as a constellation. 

Starlink has been "very effective," Ukrainian President Volodymyr Zelensky told Wired. "It helped us a lot, in many 

moments related to the blockade of our cities, towns, and related to the occupied territory. Sometimes we completely 

lost communication with those places." 

In occupied cities without access to Starlink, Russians have told civilians that Ukraine no longer existed as a country, but 

those tactics haven't been successful on a large scale because of Starlink, the Ukrainian leader said. 

Ukrainians' access to Starlink has "totally destroyed" Russian President Vladimir Putin's information campaign, Brig. Gen. 

Steve Butow, director of the space portfolio at the Defense Innovation Unit, told Politico. 

Putin has "never, to this day, has been able to silence Zelenskyy," Butow said. 

As those systems become more vital to military operations, militaries are also looking at how to disrupt them. In a paper 

published in May, Chinese military researchers called for the development of "soft and hard kill methods" to disable or 

destroy the whole constellation of Starlink satellites in the event of a conflict. 

The researchers didn't describe specific means to counter Starlink but said "the whole system" would need to be targeted, 

which "requires some low-cost, high-efficiency measures." 

In the US, the military and intelligence agencies play a role both in protecting US satellite networks and in targeting those 

of adversaries. The division of labor depends largely on the goal: tapping into the network or attacking in order to shut it 

down. 

Ukraine Will Survive and the US is Preparing to Arm it for Years, Says Pentagon’s Hicks - U.S. defense leaders 

believe Ukraine will survive Russia’s invasion and are already planning on how to arm the country for the long-term, said 

the Pentagon’s No. 2 civilian official.  

“I think what we can assure ourselves today is that there will be a country called Ukraine. It will be a sovereign country 

and that country will have a military that will need to defend it,” Deputy Defense Secretary Kathleen Hicks said Monday. 

“And so as we look ahead, we're thinking through what are the kinds of capabilities that the Ukrainians need to protect 

themselves over the long term.”  

Facing the challenge of supporting Ukraine, modernizing the U.S. military to deter China and doing so in the midst of 

rising inflation and a possible recession, Hicks laid out how the Defense Department is attempting to tackle multiple 

unprecedented challenges at once, in an exclusive interview during the 7th annual Defense One Tech Summit.  

The United States announced two weeks ago that it would begin sending long-range artillery systems, helicopters, and 

other additional heavy weapons to Ukraine as part of a new $700 million arms package. But, said Hicks, the department 

is also trying to take a longer-term approach to supporting Ukraine, five, 10, and 20 years into the future. 

Widening of conflict 

Ex-PM Kasyanov Warns Russian Victory In Ukraine Puts Baltics In Crosshairs - Russian opposition politician 

Mikhail Kasyanov, President Vladimir Putin's first prime minister, has warned that the outcome of the war Moscow 

launched against Ukraine will determine Russia's future, and if Ukraine falls, "the Baltic states will be next." 

Kasyanov, now an outspoken critic of the president, told the French news agency AFP in a video interview published on 

June 13 that at first he didn't believe Putin would actually unleash a full-scale war against Ukraine. 



 

10 
 

But when he saw a meeting of Russia's Security Council called just three days before the invasion was launched on 

February 24, "I realized, yes, there will be a war." 

"I just know these people and by looking at them I saw that Putin is already out of it. Not in a medical sense but in political 

terms," he said, adding he "knew a different Putin." 

Kasyanov, 64, said he was confident Putin would eventually be replaced by a "quasi-successor" controlled by Russia's 

powerful security services but that eventually Russia could return to democracy, albeit with difficulty. 

"I am certain that Russia will return to the path of building a democratic state," Kasyanov, who was prime minister 

between 2000-2004, told AFP. 

He estimated it would take about a decade to conduct "de-Communization" and "de-Putinization" of the country. 

"This will be difficult, especially after this criminal war." 

Kasyanov said Putin, a former KGB colonel and ex-chief of the communist-era political police's successor, the FSB, has 

over the past two decades established a system dominated by former and current members of Russia's security services. 

"Essentially, this is a KGB system based on complete lawlessness. It is clear that they do not expect any punishment," he 

said. 

Geopolitics 

Mexican president slams NATO policy in Ukraine - Mexico’s president slammed NATO’s policy on the Russian 

invasion of Ukraine on Monday, calling it “immoral.” 

President Andrés Manuel López Obrador’s did not mention NATO or the United States by name, but his comments were 

the latest example of his party’s ambiguous stance on the invasion. 

Mexico has voted to condemn the invasion but refused to join in sanctions on Russia. 

López Obrador said Monday that the allies’ policy was equivalent to saying “I’ll supply the weapons, and you supply the 

dead. It is immoral.” 

“How easy it is to say, ’Here, I’ll send you this much money for weapons,” Lopez Obrador said. “Couldn’t the war in 

Ukraine have been avoided? Of course it could.” 

In March, a half-dozen legislators from López Obrador’s Morena party helped create a congressional “Mexico-Russia 

Friendship Committee.” 

The Morena party said “we respect the freedom of thought of our members” after a youth group apparently affiliated 

with the party sent an open letter to the Russian ambassador supporting the invasion. 

The US-China Currency Rivalry - The recent dollar-denominated financial sanctions on Russia by the United States 

inadvertently highlight the growing significance of the yuan (RMB) as an alternative currency. Although today’s 

immediate concerns revolve around the potential for Moscow to avoid sanctions by transacting in RMB, the significance 

of the emerging US-China currency rivalry exhibits far broader implications. Many countries are reevaluating their 

commercial and strategic interests, including increasing their usage of the yuan. As a result, China’s effort to 

internationalize the yuan is seeing increasing success after six years of stagnation. If the US is to protect its position in 

the world financial order, it must uphold its sound institutions underpinning the world’s faith in the dollar. 

At the beginning of January 2022, the Chinese yuan’s share of world payments hit a record high. 
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Countries blacklisted by the US transact in the yuan, which supports China’s currency internationalization plans. For 

example, nearly half of North Koreans use the yuan for domestic transactions. Iran and Myanmar accept yuan-

denominated purchases from China. After its ban from the Western financial system, Russia is now paying off its foreign 

debt in yuan. In all these cases, dollar-denominated sanctions pushed countries towards the dollar’s competitor, the 

yuan. 

Other countries that maintain trade relations with the US are reconsidering dollars as their trade and investment with 

China increases. Saudi Arabia, a major oil supplier for the US and China, is considering a yuan-denominated oil deal with 

Beijing. In 2018, officials from 14 African countries discussed using the yuan as a regional reserve currency. A large 

impetus likely stems from their involvement in Beijing’s Belt and Road Initiative (BRI), a global economic program that 

seeks to reorient global commerce around China. In Zimbabwe, the yuan became legal tender after China canceled its 

debt. ASEAN, a Southeast Asian alliance, adopted bilateral currency swaps with China, which World Financial Review 

economist Dr. Kalim Siddiqui argues will be the “demise of the US dollar.” Indonesia signed a bilateral agreement to 

promote the yuan’s use. Baizhu Chen, a clinical finance and business economics professor at the University of Southern 

California, explains that such countries “feel their economies could be held hostage to US policies” and “want to diversify 

their risk.” 

China also plans to reshape its payment system with the rollout of a digital yuan, or e-CNY. In response, members of 

Congress raised concerns over the digital yuan’s potential to circumvent US sanctions and threaten the dollar’s status as 

a reserve currency. In addition, the digital yuan can facilitate cross-border payments without SWIFT, a global interbank 

messaging system, undermining US interests and bolstering China’s financial power. 

Be that as it may, China’s financial structures hinder the internationalization process. Tight capital controls limit 

convertibility making capital withdrawals out of China extremely difficult for its citizens and investors alike. Foreign 

businesses registered in China are also bound by strict foreign exchange regulations which delay or restrict business 

capital transfers. Capital account liberalization is the prerequisite to widespread currency usage, but Peterson Institute 

for International Economics researchers Nicholas Lardy and Patrick Douglass note that “China does not yet meet any of 

the conditions necessary for convertibility.” 

What Do Countries Consider When Using a Currency? 

While sanctions may force some states to resort to yuan, most countries balance their use of RMB, and USD based on 

their strategic and economic interests. For example, Japan holds a large percentage of its foreign reserves in US dollars 

despite China’s being its largest trading partner. African countries, which predominantly hold dollars and euros, might 

add the yuan to their portfolios to pay their Chinese infrastructure loans. In Southeast Asia, Cambodia receives large 

Chinese investments and displays interest towards the RMB to decrease transaction costs. However, Cambodia still pegs 

its own currency to the dollar. 

The yuan’s political controls and difficulty of use in commerce explain these mixed results. China’s weak foreign money 

exchange infrastructure makes it inconvenient for cross-border transactions. Rolling out a digital yuan makes it easier to 

conduct international payments, but only if other countries establish interoperability with their financial systems. The 

USD also maintains its first-mover advantage, network effect, and reliability over the Chinese yuan.  

 

Countries also tend to favor the reserve currencies of states with strong diplomatic and military influence, like the US. 

This tendency exists because states desire to transact in the currency that promotes national security and mutual 

monetary stability among alliance members. 

An American security-dependent state often purchases Washington’s currency-denominated debt, such as US Treasury 

bonds. One study estimates that “military alliances boost the share of international units in foreign exchange reserve 
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holdings by almost 30 percentage points.” Another study finds that countries lacking nuclear weapons hold 35 percent 

more US dollars in reserve than those that do not.  

In the context of the US-China rivalry, countries are fundamentally realist in their currency choice. Nations favor economic 

utility until security concerns become apparent. For some countries aligned with the US, like Australia and Japan, a strong 

trade relationship with China is increasingly less relevant in the face of geopolitical tension. Countries often prioritize 

national security, alliances, and values over maintaining economic relationships when taking sides in a conflict. 

Other states, like those in Southeast Asia and Africa, find themselves caught in the middle of a strategic balancing game. 

As the Chinese economy grows, most countries may hold a diverse portfolio of foreign currencies to hedge against 

uncertainty. A prime example of this rebalancing act is Israel’s central bank adding the yuan to its foreign currency reserve 

alongside three other currencies. The move comes as Jerusalem bolsters its trade relationship with Beijing and expands 

technology exports worldwide. Ultimately, the Israelis decreasing their ratio of dollars and euros while adding Chinese 

currency represents an objective observation about the shifting global balance of strategic and economic power. 

A Bretton Woods III? 

Another factor that may be contributing to the yuan’s ascendancy is a global rethink on the foundation of the monetary 

status quo. The first Bretton Woods system sought to create a uniform global monetary system with currencies tied to 

the price of gold. After President Nixon took the US off the gold standard, however, Bretton Woods ceased to exist in its 

original form. As a result, the world transitioned to Bretton Woods II, a de facto system based on US Treasuries as the 

anchor. Now, analysts like Credit Suisse Managing Director, Zoltan Pozsar, predict the emergence of a Bretton Woods III 

backed by commodity prices.  

Pozsar notes that a combination of loose monetary policy in the United States, surging commodity prices, and anxiety 

over the weaponization of the dollar are prompting countries to rethink their relationship with American currency. While 

the United States is sending Russian commodities into the ground with sanctions, China’s central bank stands to benefit 

by purchasing Moscow’s exports for a discounted rate. After the Russia-Ukraine war concludes, Pozsar predicts that the 

US dollar will emerge weaker and the RMB stronger and backed by commodities. As a result, reserve portfolios and 

currency-denominated transactions in Bretton Woods III are likely to be more diversified and dynamic than the status 

quo. This restructuring provides another opening for the yuan to gain prominence in international currency holding and 

usage.  

Whether China’s currency will shave off a sizable portion of the dollar’s global usage is yet to be seen. Still, there is no 

doubt that the world is entering a new monetary rebalancing. But if China intends to establish currency dominance, it 

must develop trustworthy institutions, respectful diplomacy, and responsible stakeholdership in the international order. 

Whether Beijing possesses the capability to complete these objectives remains to be seen. 

‘Critical first step:’ Aussie, Chinese defense ministers meet for first time in 3 years - In what may be the start 

of a major geostrategic reopening between Australia and China, their defense ministers met for an hour on the sidelines 

of the Shangri-La Dialogue for a wide-ranging discussion, the details of which the Australians were not willing to discuss. 

“It was an opportunity to have a very frank and full exchange,” Richard Marles, Australia’s recently-named defense 

minister and deputy prime minister, told a small group of reporters here this afternoon. “it was a critical first step.” 

China effectively embargoed a great deal of trade with Australia two years ago, angered by the former government’s 

pressure for an independent investigation into the origins of the COVID-19 virus. China slapped an effective embargo on 

coal, meat, lamb and lobster imports, and imposed high tariffs on a wide range of key agricultural goods, including 

Australian wine. And Chinese officials have refused to speak with senior Australian government officials ever since. 


