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Elections in Germany and French President Macron’s proposal for an increasing cooperation among the EU
member states were the hot topics in Europe together with the referendum vote in Catalonia. The North Korea
crisis continues in the spotlight, the US announced that its sole intention to find a diplomatic solution despite
the showing off military power for coercive purposes and containment. The Kurdish independency
referendum in Iraq rose uncertainty in the region as Turkey, Iraq and Iran strongly opposes the idea but the
Kurdish Regional Government insists on going towards the independency. Analyst and neighbors will focus
now on the roadmap to independence amid diplomatic, economic and potential military consequences.

Catalonian referendum and Germany elections are the main hot topics in Europe
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Kurdish Referendum resulted with ‘Yes’ and triggered
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In the Kurdish independency referendum, 92% of the voters
said ‘Yes’. Regional blockage could create uncertainties.
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The BBVA Research World Conflict Intensity Index' decreased by second consecutive month during
September. The main developments during the month were:

e In Europe, Germany elections were resulted with the victory of Angela Merkel’s CDU/CSU coalition. The
support to CDU/CSU has decreased compared to previous federal elections (from 41.5% to 32.9%). The
nationalist right AfD entered the parliament by earning 13.1%. As Mr. Schulz announced that his SPD would
not enter into coalition and no other political party wants to cooperate with the AfD, Mrs. Merkel has two options:
Either forming a coalition with the liberal FDP (10.5%) and Greens (8.9%) or forming a coalition with the FDP by
the support of Greens which would not enter into the cabinet. How would the coalition be formed is critical for the
future of Europe as French President Macron proposed series of reforms for greater European cooperation. In
Catalonia, riot police clashed with voters in an attempt to stop Catalonia's independence referendum voting.

e In Asia, North Korean crisis continued in the spotlight, but the risk of escalation has been contained.
China’s largest banks banned North Koreans from opening new accounts in order to shrink the financial flows to

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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North Korea. Besides, Beijing has ordered all North Korean firms in the country to shut down their operations
within few months in accordance with UN sanction resolutions. Yet, before the crisis had escalated a bit after
North Korea moved airplanes and defenses on its east coast after the United States dispatched bombers to
Korean Peninsula in late September. Nonetheless, US Secretary of State Mr. Mattis stated that US wants to
solve North Korea crisis diplomatically. Thus, the US military manoeuvres in the Korean Peninsula must be an
act of coercive diplomacy (a type of diplomacy, with which an actor could force the other to act according to its
own interests), not an intention to escalate the conflict.

e The Kurdish Regional Government in Iraq (KRG) introduced an independency referendum on September 25
and the results are in favour of ‘Yes’ with 92%. Turkey, Iran and Iraq perceive the referendum as null and
illegitimate and announced military and economic measures that would contain the KRG. Iragi Prime Minister
asked the KRG to cancel the referendum or otherwise Baghdad would not be in a dialogue with Arbil. The US
also opposes the referendum but its opposition is mostly to the timing of the referendum as fight against
ISIS is still ongoing in Iraq. The future of the crisis is uncertain. Meanwhile, Turkey-Iran-Russia agreed on de-
escalation plan in Idlib to cleanse the province of extremist groups.
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Social unrest eased off in September

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

European political arena focused the world attention in September given the German elections and uncertainties
about how the coalition will be formed and the Catalonian political uncertainty after the referendum vote. North Korea
crisis remained as one of the main world threats, as well as the regional instability in Middle East, which increased
uncertainties after the Kurdish independency referendum results.

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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