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Tensions surrounding the North Korean nuclear test program remained in the spotlight becoming one of the
main US foreign policy concerns. The US formally announced its support for the Syrian Kurdish in the fight
against ISIS. The campaign to seize Ragqga is accelerating. Recent peace talks in Syria as well as the “de-
escalation zone” agreement reduced conflict intensity in May, but it remains far from being solved. The NATO
issue on defense spending continued to produce some noise among its members. Instability rose in
Morocco. There were still some hotspots Eastern Europe and Latin America, while Europe and Asia remained
stable.

Concerns about North Korea nuclear program intensified
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The BBVA Research World Conflict Intensity Index* slightly decreased during May. The main developments
during the month were:

e In Asia, tensions increased in North Korea after it launched a new successful mid-range missile test, which
proves it has developed the capability to carry a large-scale intercontinental nuclear warhead. The missile plunged
into the Sea of Japan, thus posing a new challenge to the region and the US administration. Moreover, North
Korea ordered the deployment of a new anti-aircraft weapon system. Neighbouring Japan and South Korea have
called for further sanctions against North Korea. Meanwhile, geopolitical tension in the South China Sea rose,
given the US navy’s resumption in challenging Chinese claims after a US military aircraft was intercepted by
Chinese fighters flying over Chinese waters, and a US warship set sail near the islands claimed by Beijing.
Those were the first operations conducted under the Trump Administration aimed at questioning China's claim of
sovereignty over the disputed area. China and the Philippines met in order to increase cooperation and stability
in the region.

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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e The campaign for Ragga continues as the US is accelerating its support for Syrian Kurdish forces. This
came after the US Pentagon’s top officials communicated with Turkey on the US intention of supporting
the YPG in the campaign for Ragga. On the other hand, at the beginning of May, Russia, Turkey and Iran
signed an agreement to establish four “de-escalation zones” across Western Syria to reorganize their
operations and limit US policy options in Syria. Despite the fact that ISIS is losing ground in Syria and Iraq, the
group conducted several attacks abroad, such as the ones in Egypt, the Philippines and Manchester.

e At the NATO Summit, one of the main issues was NATO defense expenditure. President Trump said that
NATO countries should meet a defense spending level, which is equivalent to that of 2% GDP. There is no
penalty for not reaching that level. As of 2016, only five countries are spending more than 2% of their GDP
on defense, including Poland and Estonia who are threatened by Russian aspirations. When compared to 2009,
in 2016 NATO total military spending/GDP decreased to 2.43% from 3.29% whereas Russian military spending
rose to 5.3% from 4.1% in the same period (Russian data is estimated by SIPRI).
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Syria after more than a year of rise
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Social unrest eased off during the month

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

There is still no end in sight for the civil conflict in Syria but the campaign, with US support, will accelerate. The North
Korean nuclear program has become one of the main priorities in the international arena causing great concern for the
US and neighbouring countries. In addition, friction between NATO allies has become more evident.

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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