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Because Insight Beats Hindsight

Supply chains look increasingly exposed to 
global macroeconomic developments. Hitting 
39.8 in the first quarter of 2022 (down from 44.9 
in Q4 2021), the ASCRI is now below the 40-point 
barrier where risk is classified as “very high”.
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Risks are endemic to supply chains. 
Procurement professions work tirelessly to 
map and understand the flows of products, 
so if a problem arises, they can implement 
contingency plans to overcome the 
challenges. However, what happens when 
there are so many risks and from such a 
diverse base that some are unavoidable?

That is what the ASCRI is showing. Today, 
we see risks multiplying and becoming so 
ingrained in supply chains, that it’s almost 
impossible to be ready for everything. Some 
fall-out will be felt irrespective of how many 
workarounds and mitigations are enacted.

The Ukrainian-Russian conflict is a case in 
point. While background news since the first 
invasion in 2015, the invasion on 24 February 
2022 took countries and companies by 
surprise. With Ukraine and Russia, between 
them, major suppliers of commodities like 
oil & gas, steel and numerous agricultural 
products, the closure of trade has cut the 

availability of many of these commodities 
instantly. How many purchasing managers 
were left chasing new suppliers in fresh 
geographies?

Though, the war is far from over and even 
after the hostilities end the implications will 
continue for years. Besides the lost lives and 
humanitarian impact, Ukraine’s manufacturing 
and agricultural bases have been extensively 
damaged and will need rebuilding. Meanwhile, 
Russia will almost certainly be sanctioned 
for an extended period and will suffer broad 
economic fall-out from its invasion. So, it’s too 
soon to postulate when normal trade flows 
from either country will resume, but it will not 
be imminent.

In short, having only just moved past the 
challenges that COVID brought, supply chains 
are once again looking extremely fragile, 
perhaps the most so since the start of the 
century.



Key 
Findings

Our headline statistic for the ASCRI for the 
second quarter is that supply chain resilience 
has again decreased from the start of 2022. 
The plunge of 5.1, from 44.9 to 39.8 is an 
acceleration of the trend since our first report 
in Q1 2021. The ASCRI is now firmly in the 
‘very high’ risk territory, with further falls 
expected.

The primary bump-up in risk is due to the 
Ukrainian-Russian conflict. Russian’s invasion 
of its neighbour has repercussions for the 
flows of many commodities; commodities 
where the two countries together are the 
largest global suppliers. The effect of the 
conflict is most notable in energy prices, 
where sanctions against Russia and concerns 
about supply has seen gas European prices 
rising 6-fold since the start of the year. 
With no end in sight and uncertainty on 
how the conflict will develop the long-term 
implications, makes this a source of short-, 
medium- and long-term supply chain risk.

COVID’s Omicron-variant was a lift to risk 
at the start of the year, but this impact was 
short-lived in Europe and most other regions. 
However, in China, the pandemic is reasserted 
itself as a driver of supply chain risk. The 
Chinese government’s “Zero-tolerance” 
policy has seen the imposition of some of the 
tightest restrictions on movement. This has 
effectively cut production in many of the major 
manufacturing hubs, including Shanghai and 
Shandong.

The already high indications of risk and the 
combination of threats to supply chains and 
commodity markets is likely to intensify risks 
further through the year highly likely. A lot 
will depend on the progress of the conflict 
and how successfully China can stop the 
spread of COVID, but the prospects of 
more disruptions, higher costs and further 
logistics challenges make for uncomfortable 
reading.
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Resilience stepped down over Q1 2022 on multiple risks and disruptions
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Risks are higher and more diverse
Supply chain resilience scores fell from 44.9 in Q4 2021 
to hit 39.8. Now in the riskiest classification, the ASCRI is 
indicating high risks are evident across almost all sectors 
and geographies.

Supply chains roiled by conflict and COVID
Both the conflict and re-emergence of COVID in China have 
global reach and are responsible for much of the recent 
surge in risk. Both are affecting not only those economies 
directly impacted, but global supply chains and economic 
growth everywhere.

Inflation and upward price pressure
Economic growth is being undermined by a jump in inflation. 
Some inflation is due to the war and COVID, but can also 
be traced to a shift in consumer spending from services to 
goods, which brings further strain to supply chains.



Commodities

Oil and gas
The world’s largest traded commodity is oil. 
With Russian the second largest exporter of 
crude oil, Russia’s invasion has specifically 
affected the oil market. Besides a rise in the 
price of petrol at the pump, higher oil prices 
are also pushing up the raw material costs of 
many other commodities and adding to the 
price of transportation.

Russian oil supply has been sanctioned by 
the United States and the EU is looking to 
fully block it. Elsewhere, buyer avoidance 
over concerns of further sanctions has 
made it more difficult for Russian oil to find 
buyers. India and China, among others, are 
taking some oil, often at a discount, but the 
reduction in supply is rightly pushing up 
prices. Prices eased from the March highs of 
$139/barrel, as OPEC raised output quotas 

and national governments implemented 
plans to tackle the high prices, but the Brent 
standard remains above $100/barrel.

Europe is dependent on gas to reduce 
greenhouse gas emissions from the power 
sector, and Russia supplied 40% of EU gas 
in 2021. While gas sales or deliveries are not 
under restrictions, prices have risen in several 
bounds due to supply concerns, Russia 
restricting supplies into Poland and Bulgaria 
and lately imposing sanctions on European 
companies. Gas prices have increased over 
700% in the last year.

Higher oil and gas prices will feed into higher 
heating and electricity prices, contributing to 
a broad cost inflation in manufacturing. Higher 
gas prices will also jeopardise the low-carbon 
efforts of European companies, as they are 
forced to switch to coal.

Report: Commodities

Prices of many commodities, especially energy, metals and agricultural 
products, have not only continued to trend upwards over the last quarter, 
but accelerated. The conflict, disruptions to supply from China and higher 

input costs have all fed into a highly inflationary environment.

The IMF’s broad “All Commodities Price Index” increased again to end 
March 18.3% higher than February and 70.4% higher than at the end of 

March 2021. Such quick escalation, and supported by evidence from other 
sources, points to further increases in the coming months.



Agricultural commodities
If higher prices at the pump were not enough 
to contend with, consumers are also feeling 
the pressure of a jump up in their shopping 
bills. In 2021, Ukraine was the world’s largest 
producer and exporter of sunflower seed, the 
fourth largest exporter of corn, and the sixth 
largest exporter of wheat, among many other 
agricultural commodities.

With access to ports blocked by the conflict, 
goods are not able to leave Ukraine and 
supply of many agricultural commodities 
is being hurt. The decrease in exports was 
immediately seen in tighter markets and an 
onset of higher prices. The UN FAO’s Food 
Price Index, calculated that grain prices were 
34% Y-o-Y higher in March, oils for food were 
up 58% Y-o-Y and overall food had increased 
30% Y-o-Y.

While prices have risen to reflect the tight 
supply, so too are the measures being taken 
to mitigate the effect. This is disrupting 
established supply flows and adding 
logistics challenges and risks to already 

strained supply chains. Both consumers 
and companies are trying to shift some of 
their consumption away from foodstuffs 
hit by higher prices. For example, wheat 
for both human and animal consumption 
is being partly substituted for rice, which 
in turn is seeing supply tighten and prices 
strengthening. Of broader concern are 
decisions like Iran’s move to reduce subsidies 
for bread – the staple food of poorer Iranians. 
Bread prices will be set by market, but a 
token system will provide a subsidized bread 
allowance. Removing the subsidies is certain 
to cause unrest – three years ago a rise in 
petrol prices led to the most violent protests 
since the creation of the Islamic state in 1979. 
Such a move only points to the sharp jump 
in costs in such basic commodities and the 
distress in everyday products.

Given the price inflation in so many products, 
the pressure on consumer spending is severe 
and certain to undermine economic recovery. 
More than this, it is upsetting previous trade 
patterns, which undermines the stability of 
established supply chains contributing to the 
lowering resilience seen in the ASCRI.

Report: Commodities

Commodities outlook
The outlook for commodity prices and 
availability is not positive.  Prices for the 
majority of commodities were already on an 
upward path due to demand from post-COVID 
stimulus.  Add into this the new drivers, such 
as cost inflation from conflict and higher 
oil prices, and prices are set for further 
rises.  Consumers will take steps to reduce 
the impact.  Whether that is looking at new 
markets for their raw materials or shifting to 
cheaper food stuffs.

Rather than a short conflict, many are now 
pointing at a drawn-out war destined to 
continue for months and certainly into 2023.  
The slow progress by Russia in securing its 
objectives – and the changeable nature of those 
objectives – points to a protracted war, which 
will preclude a restart of Ukrainian commodity 
flows or an understanding of how sanction will 
impact Russian commodity markets.

Not only will this keep prices inflated, but the 
unpredictable trajectory of the conflict makes 
any forecasting of supply of the affected 
commodities impossible.  Further adding 
to the sense of uncertainty in Procurement 
teams, as they work to secure the raw 
materials needed at affordable levels.

OPEC and other producing countries are 
trying to step up production to negate the 
lost Russian supply, but output increases 
are failing to fully compensate.  However, 
slower economic growth will undercut some 
demand for oil and this will help balance the 
supply-demand fundamentals.  Oil prices are 
expected to stay supported at present levels, 
helped by further releases of emergency 
stocks, but lower prices at the pump are not 
expected in the coming months.

Supply chains are 
under renewed stress 
from multiple drivers. 
The implications of 
many of them are 
not quantified and so 
may bring profound 
impacts in the weeks 
and months to come.



Supply chain 
disruption

The resilience of supply chains is being tested 
by the change in flows caused by the Ukrainian-
Russian conflict and the resurgence of COVID. 
Both of which is damaging the unfettered flows 
of many commodities and finished goods. In our 
analysis, the sentiment around supply chains has 
turned even more negative – falling from -7.8 to 
-10.7 over the quarter. At the same time, though, 
shipping reliability was almost flat did improve 
18.9%, as the disruptions from the last 24 
months of misplaced ships and crews is cleared.

Unfortunately, the improvement in shipping 
reliability is likely to be short-lived, as issues with 
Chinese ports are clear. The world’s largest and 
fourth largest ports, Shanghai and Shenzhen, 
have been in lockdown causing vehicles to 
become stuck. An estimated 24% of all container 
vessels waiting outside of ports globally are 
waiting outside of ports in China, as reported by 
Windward. Fortunately, the second largest port, 
Ningbo-Zhoushan, which isn’t in lockdown was 
able to increase its throughput in April by 10% 
year-on-year to relieve some of the pressure. 
First indications are that stuck ships have 
peaked, but while major ports remain locked-
down, it will be difficult to clear the backlog.

The issue of Chinese shipping would have been 
more pronounced, except that many factories 
have had to run slow due to restrictions. Some 
manufacturers have been allowed to open 
in Shanghai and other manufacturing hubs, 
but with backlogs in second and third-tier 
suppliers and with workers’ movements been 
restricted, output has been hampered. The hit 
to production was made clear by Volkswagen, 
among other car marques, which announced it 
had stopped production at several of its plants 
in China. It has also had to stop production in 
its Chinese and German factories due to the 
ongoing semiconductor shortage, a problem 
VW doesn’t expect to be resolved before 2024. 
So car availability will be poor for the coming 
year, at least.

Staying with the automotive supply chain, in 
the last issue, we discussed how tight lithium 
supply would hold back electric vehicle 
production. With the availability of critical 
metals, such as lithium, top of mind for EV 
manufacturers, some are turning to tie-ups 
through the supply chain to secure future 
supply. A poignant example of this is the 
announcement by Vale, the world’s largest iron 

ore and nickel miner, that it had signed a long-
term agreement to supply Tesla with nickel. 
Deshnee Naidoo, head of Vale’s base metals 
division, commented, “When have you ever 
seen carmakers wanting to talk to miners? They 
are now realising that if they are to get security 
of supply, they need to get a bit more skin in the 
game and start collaborating.”

Such agreements are beneficial for the end 
customer, but also for miners, who can develop 
production knowing they have a customer for 
the additional output. However, by tying up 
free supply, prices are invariably raised and 
companies without the means to fix long-term 
supply contracts are disadvantaged.

The combination of challenges due to 
the Ukrainian-Russian war, the lack of 
semiconductors and the tight supply for 
specialty metals makes the automotive 
manufacturing one of the most exposed to 
supply chain risks. This is prompting a rethink of 
industry practices like just-in-time sourcing and 
supply chain resilience becomes the industry’s 
focus.

Supply chain disruption 
outlook
Several factors are undermining the efficient 
operation of supply chains, none of which are 
going to be easily resolved.

Chinese shipping will be hamstrung until the 
lockdowns at major ports are eased. Then 
when displaced ships and containers are 
repositioned, global supply chain disruption 
will decrease noticeably. The automotive 
industries’ problems are more endemic and not 
likely to be easily resolved, instead requiring 
a rethink, like tie-ups with miners to secure 
metal. For an industry that has extolled the 
virtues of outsourcing to tiers of suppliers, 
a move back to vertical integration will be a 
disruptive shift. Today, automotive production 
relies on coordinated tiers of suppliers and 
timely delivery to keep the lines running. If 
car original equipment manufacturer (OEMs) 
become responsible for their own raw materials 
sourcing and maybe also producers of some 
key products, they will need investment and 
change focus, which will bring volatility and 
risk through industry over an extended period.

Report: Supply chain disruption

Supply chains are trying 
to overcome today’s 
disruptions and price 
rises, but breaking 
existing trade patterns 
and shifting to fresh, 
unquantified suppliers, 
will magnify the risks 
already apparent.



Inflation

Inflation across multiple sectors is a concern 
for companies and governments alike. With 
rates hitting multi-decade highs in more 
mature economies, many consumers and 
companies are cutting back or taking new 
steps to compensate.

A major concern is that risks to supply are 
not self-contained and are instead starting 
to compound each other in an inflationary 
feedback loop. For example, high oil prices 
are also causing a shift in sugar production. 
Brazilian sugar growers have been reported 
as shifting some production to ethanol due to 
the increased profitability. This is lifting sugar 
prices and contributing to inflation across 
most food stuffs.

With wage growth not keeping up with 
inflation, the fear is that economic growth 

will be depressed by a drop in consumer 
spending. The economies of many countries 
were depressed by the pandemic and so 
governments were implementing stimulus to 
kick-start their consumer spending and reboot 
growth. The spectre of inflation will dissuade 
consumers from spending, and so stalling 
recoveries.

Second to the effect of the war, the IMF 
counts inflation as the main reason for a 
downward revision in global growth forecasts. 
With commodity prices and inflation make up 
almost half of the “economic” measure of risk 
in the ASCRI, higher commodity prices and 
increasing inflation both point to a surge in 
supply chain risk in the near-term. For 2022, 
inflation is forecast to be 5.7% in advanced 
economies and 8.7% in emerging market and 

Report: Inflation
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developing economies, some 1.8 and 2.8 
percentage points higher than the estimates 
made in January. This feeds through into 
economic growth, which is forecast to be 
3.6% in both 2022 and 2023 – reductions of 
0.8 and 0.2 percentage points, respectively, 
to the previous forecast. Though the forecasts 
are caveated with, “Conditions could 
significantly deteriorate. Worsening supply-
demand imbalances and further increases in 
commodity prices could lead to persistently 
high inflation, rising inflation expectations, and 
stronger wage growth”.

Inflation outlook
Even at the present levels, inflation is a 
growing issue for economic growth, but 
numerous indicators are suggesting it has 

further to rise. Central banks are taking action 
to tackle price rises by raising lending rates, 
but are at pains not to hamper economic 
recovery at the same time. A difficult 
balancing act. It is likely that missteps will see 
either too strong actions taken, with economic 
growth stalling, or not enough action, bringing 
higher inflation and consumers restricted their 
spending.

However, besides interest rates there are few 
levers that can control inflation in the short-
term. An end to hostilities in Ukraine would 
help a lot by, for example, allowing energy 
prices to fall and increase food flows, but this 
looks unlikely, meaning that inflationary risks 
are all to the upside, with economic growth 
and manufacturing feeling renewed downward 
pulls if it does continue to creep up.

Advanced economies

Emerging market and developing economies
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Ukraine and Russia are so interwoven in 
European supply chains that it is no surprise 
that the conflict is disrupting nearly every 
industry.

The issue of the EU’s reliance on Russian 
oil and gas has been a political concern for 
some time, but has now been brought to the 
fore. For now, Russian oil is still important. In 
March, the EU imported 43% of all Russian 
oil exports, though it previously took around 
50% at the start of the year. Much of this was 
previously contracted, but as these contracts 
finish so too will imports. But how the EU 
deals with it has implications for the bloc’s 
manufacturing sector and so is exposing 
differences in how the member states wish to 
deal with it.

The scrapping of the Nord Stream 2 gas 
pipeline project shows the political will to 
wean itself off of Russian energy going 
forward, but the transition will be painful. 
German forecasters estimated that €220 
billion of economic output would be lost over 
the next two years just if Russian natural 
gas was cut off. Instead of rising 2.7%, GDP 
would gain 1.9% and then fall 2.2% in 2023. 
As the largest economy of the EU, such a 
downgrade has implications for all members, 
such as raising political risks and reducing 
trade openness. Both of which are reflected in 
the weaker ASCRI score.

Of equal concern to politicians will be the 
inflationary pressures of higher energy and 
food prices. With inflation reaching 7.44% 
in the EU and 8.59% in the United States, 
many consumers will feel pressure to cut back 
on discretionary spending. Even essential 
spending on food and heating may be reduced.

The effect of the conflict is the main reason 
that European countries have seen some 

of the greatest falls. While country specific 
resilience has fallen in all countries, the 12 
seeing the highest falls this quarter are all 
European, with the exception of Mexico. 
Decreases were seen in Ireland and the 
United Kingdom, where further wrangling over 
post-Brexit trade is further degrading supply 
chains. Trade in both countries has been 
further affected by a temporary stop to some 
ferry services over the last 2 months.

With the changeable global picture, 
European supply chains may benefit from 
being more adaptable and reactive to 
threat or opportunities. By being flexible 
in where goods are sourced or delivered, 
short-term disruptions could be less of a 
problem. However, flexibility brings risks and 
implementing changes to established flows 
often result in disruptions. Supply chain 
managers will need to balance the risks.

It is the development of the conflict that will 
be the main driver of Europe supply chain risk 
in the short and medium terms, which is at the 
moment, unpredictable.

Europe
Report: Regional performance

European countries are 
the most exposed to the 
fallout of the Ukrainian-
Russian conflict. Supply 
chains have already 
been changed to adapt, 
but further changes will 
be needed as the war 
continues.



The United States has been overcoming 
some of its recent problems with logistics 
and this has seen its supply chain resilience 
scores weather the issues thrown up by global 
developments well. While the ASCRI shows 
heighten risk over the last quarter, its supply 
chain resilience score fell 3.9 points, which is 
in line with the global impacts and compares 
favourably with Germany’s fall of 5.9 points 
and the Singapore’s 4.0 points.

Labour shortages in logistics remain an issue, 
with a lack of long-haul truckers persisting. 
However, port congestion is improving, having 
been helped by the slowing stream of ships 
from China, allowing some of the backlog to 
be cleared.

The United States supply chain resilience 
is underpinned by strong reporting and 
institutions. This appears in high governance 
and a strong focus on employee safety. 
With low accident rates and high levels of 

monitoring and reporting, it achieves the 
highest “safe hands” rating of any country.

Latin American countries are also weathering 
the global situation well and are feeling 
shallower falls in supply chain risk. As the 
largest copper and lithium producer, Chile 
is well positioned to benefit from the energy 
transition. However, mineral extraction, 
especially copper, brings environmental 
damage and water shortages, which is 
prompting a push back by workers and 
increasing resistance to mine expansions. 
The government is looking at issues like 
environmental protection and the ownerships 
of the mines. This will have implications for 
building power networks for renewable energy 
projects or batteries for electric vehicles. 
In the best-case merely raising prices, but 
potentially leading to even tighter supply. Still, 
unwelcome news for buyers of copper, which 
is up 125% from its March 2020 low, and 
lithium, surging ~350% over the same period.

Americas

Report: Regional performance

Risks in Asian and Pacific countries’ supply 
chains have increased over the last quarter, 
but have held up comparatively better than 
Europe or the Americas.

The Chinese lockdowns to stop transmission 
of COVID are impacting both its domestic 
manufacturing base and those of trading 
partners. The relaxation of some restrictions 
is not always being translated into restarted 
output. Companies may be able to restaff 
their production lines, only to find outsourced 
components are not available. This is 
especially true for automotive companies that 
are also having to contend with the ongoing 
semiconductor shortages. With restrictions 
continuing to ease and some companies 
shifting production to alternative facilities, 
Asian manufacturing is starting to recover and 
is expected to do so going forward.

However, manufacturers may then face the 
issue of delays exporting their product, 
especially internationally. Average container 
dwell time – the time a ship spends secured 
at port for discharging and loading cargo 

– increased from 3.4 days to 8.3 days in 
Shanghai in April according to FourKites, 
which offers real-time supply chain 
monitoring. Even if operational throughput can 
pick up, the container ship backlogs will take 
time to clear.

Delays are significant enough that some 
shippers are no longer accepting new 
consignments for Shanghai, or are 
recommending that customers consider 
alternative ports and are waiving fees to make 
the change.

Outside of China, South Korea and Singapore 
are showing relatively better supply chain 
resilience than China or most European 
countries. Across the countries broken out 
in the ASCRI, Singapore has the lowest 
overall risk. A result of it topping the index 
for resilient transport network and having 
minimal political risk and strong corporate 
governance. Though, its resilience score is 
pulled down by its poor “green” credentials, 
coming low on the measures for regulations 
promoting renewables. 

Asia
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Report: Appendix

The Achilles Supply Chain Resilience Index (ASCRI) is a time series index measuring changes 
in supply chain risk. The index measures underlying supply chain risk by country across six 
categories: Economic, Environmental, Labour Practices, Legal and Governance, Resilience, and 
Safety and Security. Each country’s score is derived by combining the Achilles’ Scores of suppliers 
based in the country with that country’s overall performance in those six categories. This framework 
is then supplemented by a range of global measures, including shipping and sentiment data.

Methodology

The result is a time series index with a range of 1-100, in which a measure of 1 is the highest 
possible risk of supply chain disruption, and 100 is the lowest possible risk of supply chain 
disruption. Below is a guide of how to interpret those ranges.

ACHILLES SUPPLY CHAIN RESILIENCE INDEX (ASCRI) INDEX VALUE RANGE

Resilience is very high, and risk is significantly lower than average 81-100

Resilience is high and risk is relatively low 61-80

Resilience is average and risk is moderate 51-60

Resilience is lower than average and risk is high 41-50

Resilience is quite low, and risk is very high 1-40

Figure 1: ASCRI Framework
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