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The Trump administration decided to cancel North Korea meeting after receiving negative remarks from
Pyongyang. However, diplomacy gained ground and the US President announced the Summit would be
reinstated on June 12 after talks with a North Korean envoy at the White House. The US decision to withdrawn

from the Iran Nuclear Deal gave birth to new geopolitical uncertainties. Many electoral processes are in the
spotlight. Elections in Iraq and Venezuela focused attention as the results are critical for regional issues.

North Korea Summit will be held on June 12. Iran Nuclear Deal dispute continues.
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The BBVA Research World Conflict Intensity Index* decreased by second consecutive month during May. The
main developments during the month were:

e Initiations to resume the long-lasting dispute in the Korean Peninsula and to reach denuclearization at the
end, faced with ups and downs during the month. Due to negative discourses used by North Korean officials,
US President Trump decided to cancel the summit between the US and North Korea. Fortunately, reconciliation
followed President Trump’s decision. North Korean Vice Foreign Minister stated that his country was still willing to
sit down for talks with Washington. Later, the country dismantled its nuclear test site. Following the good will,
President Trump said “We have been very productive talks with North Korea about reinstating the Summit
which, if it does happen will likely remain on the same date June 12.” He later stated that the US delegation
arrived North Korea to discuss the summit. The diplomatic crisis has been eased so far as our index points out.

e [ran Nuclear Deal rift continued in May after President Trump withdrew from the deal. The US Secretary of
State provided a list of demands from Tehran in order to ink a new deal. Those included withdrawal from
Syria, freezing the missile programme and changing the course of Iranian regional policy. Iran responded
with its own list of demands from Europe saying that it would stay in the deal if oil purchase and sanction blocks
could be guaranteed. Tehran also wants Europe not to interfere its foreign policies. Some European energy firms
like Total and BP stated that they were considering an exit from Iranian market if no guarantees presented.
Iranian officials stated that they would decide whether to stay or exit from the deal in the coming weeks.

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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https://www.bbvaresearch.com/en/methodology-tracking-protests-and-conflicts-2/

Figure 2 BBVA Research Middle East Conflict Intensity
Index (Number of conflicts / Total events)

BBVA ‘ Research

According to Iraqi election results, Iragi Shi’a cleric Muqtada al-Sadr’s “Toward Reform” alliance won the
election with 54 parliamentary seats and they initiated talks to form a government. The Iranian-backed alliance
took 47 seats. Prime Minister Abadi’s list earned 42 seats. Parties would need to reach 165 seats out of 329 to
form a government. In Colombia, there were two candidates that will go to the second presidential round: Ivan
Duque and Gustavo Petro. There is a high uncertainty about the more than 5 million votes of “center” in the
second round on June 17. US pressure on Venezuela grew after the presidential elections. Socialist leader
Maduro won but his main rivals disavowed the election alleging massive irregularities. The US and Europe
perceived it as illegitimate and the US decided to prohibit any purchase of debts owed to the Venezuelan
government including state-owned energy company Meanwhile, U.S. and Turkey are close to ink a roadmap
for Manbij (Syria) to supervise the area. Military officials from India and Pakistan agreed to comply with 2003
cease-fire agreement over disputed areas. Military clashes had erupted in 2016 and many civilians and soldiers
have been killed since then in the disputed areas.

Figure 3 BBVA Research North Africa Conflict Intensity
Index (Number of conflicts / Total events)
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Figure 4 BBVA Research Eastern Europe Conflict Intensity
Index (Number of conflicts / Total events)
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Figure 5 BBVA Research Asia Conflict Intensity Index
(Number of conflicts / Total events)

Tensions sorrounding North Korea eased off
and they decreased in the South China Sea
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Social unrest eased off during the month

The World Protest Index 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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* In North Africa and the Middle East, tensions
é? 1 sk sparked in Egypt and Israel as the clashes between
ot Arabin the later and Hamas militants in Gaza intensify.
B Bahrain and Tunisia remain as regional hot spots.

* In Latin America, Venezuela and Colombia saw a
rise in tensions as both underwent electoral
processes this month.
* In Asia, most of countries remained calmed with
India and Pakistan as the key regional hot spots.
Insability in Hong Kong eased off during last months.
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Summary

Diplomatic efforts once gain remained successful in deescalating disputes in the Korean Peninsula. Trump
administration could reinstate the Summit between the US and North Korea on its original date June 12. Meanwhile,
new questions and uncertainties proliferated over the Iran nuclear deal discussions. Although European leaders are
decisive to remain in the deal, US sanction decision could prevent huge firms to do business with Tehran. Elections in
Irag could define the post-ISIS era in the country with new actors. Venezuelan presidential elections triggered more
US pressure.

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

Figure 7 BBVA Research World Protest Map May 18 (Number of events of protest / Total events by country. Darker colors indicate higher
values of the index)

T Iy o -

b (W

Source: BBVA Research and www.gdelt.org

Figure 8 BBVA Research World Conflict Map May 18 (Number of events of confllict/ Total events by country. Darker colors indicate higher

values of the index)
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Source: BBVA Research and www.gdelt.org
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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.

Geo-World Monthly Update / May 2018 5



