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Tensions continued between North Korea and US over the nuclear test programme and the US increased its
missile defence system in the area. The Chinese will continue to maintain the statuo quo while the tone of the
US escalated but softened thereafter. In the Middle East, the advances of the coalition forces continue and the
the ISIS situation deteriorates. The US decided to advance in Raqqa (the ISIS capital) supporting the YPG
forces in the combats. Turkey has already protested the decision. Social unrest increased in some Latin
American countries, while Asia remained calm. Uncertainties about the future of Europe decreased after
Macron’s victory in French elections.
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The BBVA Research World Conflict Intensity Index" increased during April. The main developments during
the month were:

e Following the US strike in southern Idlib (Syria) at the beginning of the month, made in response to the Bashar
al-Assad regime's use of chemical weapons, the US dropped the largest non-nuclear bomb in combat,
targeting an ISIS tunnel infrastructure showing a tougher stance. The attack was part of the new US officials’
offensive strategy in the Middle East against ISIS. Russia, Iran and Syria expressed their concern regarding
the US action and its expanded deployments to the Syrian-Jordanian border. Turkey conducted air raids against
PKK/YPG positions in Syria & Irag. Finally, the US decided to support the Kurdish YPG in the seizing of
Raqgqga (the ISIS capital in Siria). The decision was not welcomed in Turkey, as they considered the Kurdish

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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YPG as an affiliate of the terrorists of the PKK. ISIS conducted several attacks in Iraq in order to set conditions

to exploit security vulnerabilities during Ramadan, which this year begins at the end of May.

e In Eastern Europe, Ukrainian conflict stabilised after the Russian, Ukrainian, German and French heads of
state spoke to renew their commitment to the Minsk 2.0 peace agreement. Instability in the Caucasus eased off,

while rose in Macedonia given political tensions after Parliament riot. Kosovo’s stability is also at risk.

e Tensions in the China Sea increased slightly and remained of concern in North Korea, since Kim Jong-un
continues to challenge the main powers with ballistic missile and nuclear weapons tests and after both North
Korea and the US regional allies conducted military exercises in the border regions. The US deployed warships
and a submarine in Korea, activating a missile defence system. Moreover, the Trump administration is
expected to tighten economic sanctions against North Korea, while China opts for a diplomatic solution.
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Cli relaxed in the Caucasus
area and stabilized in Ukraine

Figure 3 BBVA Research North Africa Conflict
Intensity Index 2008-17
(Number of conflicts / Total events)
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Social unrest eased off during the month

The World Protest Index decreased during April (as shown by our BBVA Research World Protest Intensity Index?).
According to the BBVA Research World Protest Intensity Map, the key takeaway facts were:

Figure 6 BBVA Research World Protest Intensity * In regional terms, Europe remained quite calm and
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Summary

The US intervention in the Middle East intensified once again during the month. The size of Raqqga could be inminent
once the US has decided officially to support Syrian Kurds, angering Turkey. North Korean tensionsshould be closely
monitored in the coming months. Macron’s victory in the French elections has reduced uncertainty and boosted
confidence over the future of the European Union.

2: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and expresses
data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we
consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or
implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and should be
considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of future
performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic context or
market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or decision
of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be aware that
under no circumstances should they base their investment decisions in the information contained in this document. Those persons
or entities offering investment products to these potential investors are legally required to provide the information needed for them
to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature by any means or process, except in
cases where it is legally permitted or expressly authorized by BBVA.
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