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Tension between Iran and US increases since President Trump signals tough measures against Iran that
could change the Obama-era policy towards Tehran. However, both the EU and Iran are in favor of keeping
the nuclear deal alive. Meanwhile, the Iraqi Central Government flexes its muscles to reinstate federal
authority and to take the control of borders. On the other hand, diplomatic measures are well alive in Asia
Pacific on North Korea crisis. President Trump is expected to visit the region in November. Every major actor
in the region is in favor of keeping diplomacy alive. In Europe, tensions rose in Spain given the Catalonian
independence referendum, which increased political uncertainty. In Latin America, protests rose in some
countries, while decreased in others. Asia remains generally in a calmed situation.

The fate of Iran nuclear deal becomes uncertain, Iraq is on the front page again
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The BBVA Research World Conflict Intensity Index" decreased during October by third consecutive month.
The main developments during the month were:

US President Trump said that he would not certify the Iran nuclear deal. He did not pull the US out of the
agreement but President Trump gave the Congress 60 days to decide whether to impose new sanctions on
Iran which were lifted in accordance with the nuclear agreement. However, if the US imposes new sanctions that
could mean the violation of the treaty and it could fall apart. President Trump also said that if tougher sanctions
could not be passed in the Congress and negotiations to put pressure on Tehran fails he would unilaterally pull
the US out of the deal. As a response, the leaders of the European Union showed their support for Iran
nuclear agreement despite President Trump’s decision. Moreover, Iranian Supreme Leader Ayatollah Ali
Khamenei stated that the EU leaders should do more to keep the deal alive.

Despite the fast increase of tensions has started to reduce, North Korea situation is still on the spotlight. North
Korea Deputy UN ambassador warned that the situation on the Korean peninsula “has reached the touch-and-go
point and a nuclear war may break out any moment.” On his visit to the frontier between North and South Korea
US Secretary of Defense, Jim Mattis said that diplomacy is the answer to ending the nuclear crisis with the North

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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Korea, not war. Meanwhile, a military exercise involving three of the U.S. Navy’s aircraft carrier strike groups was
being planned for November in the Asia Pacific, a US official said. The likely exercise would happen around the
time that Trump travels to the region. Meanwhile, after his election victory Japanese PM Abe said that he would
pursue decisive and strong diplomacy to tackle North Korea crisis.

e The Kurdish referendum cost Erbil major disputed territories that Kurdish Peshmerga took control whilst
fighting against ISIS in Iraq. The Iragi army reinstated its control on oil rich areas (Kirkuk, Sinjar and south of
Suleimaniyah). Clashes are ongoing. The Iragi army tries to seize the control of the borders shared with Turkey
and Syria. Turkey and Iraq agreed to open a new border gate to bypass the Kurdish region. Regional cooperation
between Turkey, Iraq and Iran intensified after the referendum. The Kurdish Regional Government said they
could freeze the results of the referendum and offered Baghdad to initiate dialogue. However, Iragi PM Abadi
said that full cancelation of the referendum is necessary and Baghdad would not accept other options.

Figure 2 BBVA Research Middle East Conflict Intensity Figure 3 BBVA Research North Africa Conflict Intensity
Index 2008-17. (Number of conflicts / Total events) Index 2008-17. (Number of conflicts / Total events)
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Figure 4 BBVA Research Eastern Europe Conflict Figure 5 BBVA Research Asia Conflict Intensity Index
Intensity Index 2008-17. (Number of conflicts / Total events) 2008-17. (Number of conflicts / Total events)

High
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Tensions sorrounding North Korea started to
decreased, although they are still at high
levels. CIl kept stable in the South China Sea
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Social unrest eased off in October

The World Protest Index slightly decreased during October (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 * Inregional terms, tensions sharply rose in Spain
Map Jan 2011 — October 2017 while the rest of Europe continued clamed.
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Summary

Situation in the Middle East, the potential increase of tensions between Iran and US and the North Korean crisis are
the main hot spots in the month which should be closely monitored. The political uncertainty in Spain after the
Catalonian failed independence attempt took up the national and international attention too.
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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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