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The main geopolitical hot spot this month has been the death of Saudi journalist Jamal Khashoggi in Saudi
Arabia’s consulate building in Istanbul, turning the attention on Riyadh. How the Trump administration
would respond is still uncertain. Moreover, major powers’ security strategies with regard to Syria are still
unclear. On November 6, the US midterm elections will be held. The possibility of US to withdraw from
Intermediate-Range Nuclear Forces Treaty (INF) increased the risks regarding European security. German
Chancellor Merkel’s decision to step down as party chair also rose uncertainty in Europe in the medium
term. In Latin America, some hot spots remained, while tensions eased off in Asia.

The international attention is once again on the Middle Eastern region in October

Figure 1 BBVA Research Foreign Affairs Sentiment Index The killing of Saudi Journalist has focused
US-Saudi Arabia (It goes from -10 (negative sentiment) to 10 the g|0ba| attention in October.
(positive sentiment). Darker line is the mov. avg 30 days)

; Jamal Khashoqgi’s death and Syria related disputes

put more uncertainty on the Middle Eastern security.

The US midterm elections will be held on
November 6.

As midterm elections near in the US, border security
becomes a hot topic for Trump administration.

The US and Russia had a new disagreement
on nuclear security.

Trump administration expressed its willingness to
retreat from a critical nuclear treaty signed by
Washington and Moscow in 1980s.

Source: BBVA Research & www.gdelt.org

The BBVA Research World Conflict Intensity Index1 mildly increased during October. The main
developments during the month were:

a The Kkilling of the Saudi journalist Khashoggi in Saudi Arabia’s consulate in Istanbul caught the
international attention. Riyadh accepted that Khashoggi had been killed inside the consulate and arrested 18
suspects. Turkish officials stated that Ankara would not allow any cover-up. In the meantime, it was reported
that Turkey shared the results of the investigation with the U.S. intelligence and government. Turkey and the
U.S. are preparing for joint patrols in Syria’s Manbij. On the other hand, at the end of October, Turkish
Armed Forces began shelling YPG positions in Tal Abyad (a border town controlled by YPG in the eastern
bank of Euphrates). President Erdogan had said that Ankara finalized preparations for broader military
operations. The U.S. backs YPG in eastern Syria. In Idlib, Turkey backed groups retreated from
demilitarized zones. Hayat Tahrir al-Sham’s stance (former al-Nusra) is still undefined but it had signalled that
it would not challenge Turkey-Russia deal. President Putin had said that Russia was satisfied with Idlib deal
and progress was on track. U.S. demanded the cessation of hostilities in Yemen. New lIragi Prime
Minister Abdul-Mahdi took the office. He has till the first week of November to fill the government posts.

a U.S. President has ordered to send around 5.000 troops to U.S.-Mexico border to stop the flow of some
3.500 people escaping from El Salvador, Honduras and Nicaragua. The U.S. will have its midterm
elections on November 6. These state elections could have a great impact on policy measures in 2019-20,
particularly if Washington is gridlocked through divided control of Congress and the White House until 2020.

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts
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On October 20, U.S. President Trump stated that the U.S. would withdraw from the Intermediate-Range
Nuclear Forces (INF) Treaty that was signed during 1980s. The treaty eliminated all nuclear missiles within
the range between 500-5.500 kilometres. President Trump accused Russia of not respecting the deal. In
response, Russian President Putin said that European countries hosting U.S. nuclear missiles could
become targets if Washington officially withdraws from the treaty. Yet, Russia also inked in a draft resolution
to the UN to preserve the INF Treaty. On October 26, South and North Koreas agreed to destroy 22 guard
posts along the border and also decided to establish a joint military committee to prevent tensions on the
border. Meanwhile, it was reported that the U.S. could hit China with further tariffs if Washington and
Beijing could not reach an agreement to end trade dispute. Presidents Trump and Xi Jinping agreed to meet on
the sidelines of the upcoming G20 meeting in Argentina. By taking 55.6% of overall votes, right-wing
candidate Jair Bolsonaro won the presidential elections in Brazil. German Chancellor Angela Merkel
said that she would step down as chair of the Christian Democratic Union (CDU) in December and would
not run as chancellor in 2021 elections. Her remarks came after CDU’s defeat in regional elections.

Figure 2 BBVA Research Middle East Conflict Intensity Index Figure 3 BBVA Research North Africa Conflict Intensity Index
2008-18(Number of conflicts / Total events) 2008-18 (Number of conflicts / Total events)

Conflict intensity index slightly decreased in Syria
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Figure 4 BBVA Research Eastern Europe Conflict Intensity Figure 5 BBVA Research Asia Conflict Intensity Index 2008-
Index 2008-18 (Number of conflicts / Total events) 18 (Number of conflicts / Total events)
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Tensions over North Korea issue also kept stable

Cll dreceased again in the Caucasus area, and, to a lesser extent, in Ukraine during the month and eased off in the South China Sea
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Social unrest increased during October compared to the previous month

The World Protest Index rose in October (as shown by our BBVA Research World Protest Intensity Index?).
According to the BBVA Research World Protest Intensity Map, the key facts were:

Figure 6 BBVA Research World Protest Intensity
Map Jan 2011 — Oct 2018 (Number of protests / Total events)

USA

UK
Norway
Sweden
Austria
Germany
France
Netherlands
Italy
Spain
Belgium
Ireland
Portugal
Greece
Bosnia
Montenegro
Hungary
Bulgaria
Romania
Croatia
Russia

Developed Markets

Ukraine
Georgia
Kazakhstan
Moldova
Azerbaijan
Armenia
Turkey
Morocco
Algeria
Tunisia
Libya
Egypt
Israel
Jordan
Syria

Iraq

Iran

UAE
Yemen
Bahrain
Qatar
Oman
Saudi Arabia
Mexico
Brazil
Chile
Colombia

EM Europe & CIS

-
[7}
L3

u

3

]

2

H]

L]
[}

2
£

]

<

2

Peru
Argentina
Venezuela
China
Hong Kong
Korea
Thailand
Indonesia
Malaysia
Philippines
India
Pakistan
Afghanistan

Protestintensity: Low 0 NENEG— iigh

Source: www.dgelt.org & BBVA Research

Summary

In regional terms, the main focus of instability
continued in the Middle East and North Africa
as well as in some Eastern European
countries. Social noise eased off in Western
Europe. In Latin America and Asia, the main
hot spots remained:

Europe remained calm. The index increased in
Spain given the political noise and once again in
Greece given pressures on the banking sector and
fears it may be drowned by non-performing loans.

In Emerging Europe, the general elections of
Bosnia raised social unrest where the nationalists
came out reinforced. Uncertainty reigned in
Georgia since the presidential elections will go to
a runoff. Croatia continued to face difficulties in
joining Schengen.

In North Africa and the Middle East, Israel
intensified its military operations in Gaza with air
strikes. In Libya, violence rose amid new clashes
between militias. Bahrain remained at high level of
instability, while it eased off in Tunisia.

In Latin America, the Brazilian elections with the
victory of Bolsonaro led some uncertainties and
doubts for governance emerged in a polarized
country. The recession in Argentina and the
situation in Venezuela continued in the spotlight.

In Asia, social demonstrations for political freedom
took place in Hong Kong. Social unrest also rose

in Pakistan. China-India army drills mark a return
to the levels of military cooperation.

In Middle East, the killing of Saudi journalist has been on the spotlight during the month. On the other hand, the
new situation in Idlib could continue to prevent the risk of humanitarian catastrophe if all parties would respect the
deal. Yet, the situation in the eastern bank of Euphrates in Syria could increasingly become important for the
coming months. We should keep an eye to US midterm elections outcome. The rift between Washington and
Moscow over the nuclear security could become a risk factor and it should be also closely monitored.

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 October 18
(Number of protest events / Total events by country. Darker colors indicate higher values of the index)
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Source: BBVA Research and www.gdelt.org

Figure 8 BBVA Research World Conflict Map October 18
(Number of conflict events/ 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 or 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 on 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. Its reproduction, transformation,
distribution, public communication, provision, extraction, reuse, forwarding or use of any nature by any means or
process is forbidden, except in cases where it is legally permitted or expressly authorized by BBVA.
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