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President Trump gave his first State of the Union speech in the Congress to highlight his administration’s
policies. Rivalry between Washington and Russia/China and the intention to contain Iran and North Korea
have been revealed once again in his remarks. Meanwhile, Turkey initiated a new military operation against
terrorist groups in North West of Syria. On the other hand, peace talks between the regime and the opposition
groups continued in Sochi with some progress. The North Korean issue reached a level of détente as Winter
Games near in which two side of the Korean Peninsula would test peaceful relations. US is still cautious.
Europe remained calm, while some hot spots were observed in Latin America and Asia.

Trump gave his State of the Union speech, Turkey initated a new operation in Syria
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The BBVA Research World Conflict Intensity Index* decreased by second consecutive month during January.
The main developments during the month were:

e In his first State of the Union speech, President Trump gave critical messages on geopolitical
understanding of his administration (The New US National Security Strategy). He defined China and Russia as
rivals challenging US interest, economy and values. Meanwhile, the US administration decided not to impose
further sanctions on Russia by saying that the existent legislation on sanctions is deterrent enough. Yet, the
administration revealed the list of prominent Russian business and political figures that have close ties to
President Putin who considered the release of the list as an “unfriendly act.” In the State of the Union, Trump also
said that the US would rebuild its nuclear arsenal. He asked the Congress “to address the flaws in Iran nuclear
deal”’. He once again backed his administration’s decision to recognize Jerusalem as the capital city of Israel and
blamed countries that voted against the US in the U.N. General Assembly.

e On January 20, Turkey has initiated a new operation with the participation of the Free Syrian Army against
the YPG. According to Turkey's high-rank officials, the operation would continue until the last terrorist would be

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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eliminated in theregion. Meanwhile, Syria peace talks continued. Sochi Congress supported by Russia, Iran and
Turkey to make peace between the regime and the opposition, decided to set a constitutional committee, which is

a one-step further for post-war recovery.

North Korea tensions eased off given the reaprroachment to South Korea beacause of the Winter Games.
North Korea will bring 22 athletes to where they will march under a unification flag in Winter Games to be held in
South Korea during 9-25 February. This raised hopes for a détente in the Korean Peninsula. The US still stays in
high alert even though it eased military manoeuvres to back the rapprochement. CIA Director Pompeo said
North Korea would not rest until reaching the capacity to threaten multiple nuclear attacks against U.S. In his
State of the Union speech, Trump said that US wages a campaign of maximum pressure to prevent North Korea

to threaten American homeland.

Figure 2 BBVA Research Middle East Conflict Intensity
Index 2008-18

(Number of conflicts / Total events)

Conflict intensity index increased in Syria and
Afghanistan, while mildly decreaed in Iraq
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Source: www.dgelt.org & BBVA Research

Figure 4 BBVA Research Eastern Europe Conflict
Intensity Index 2008-18
(Number of conflicts / Total events)

High
Cll rose in the Ukraine,while it midly decreased in the Caucasus area
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Figure 3 BBVA Research North Africa Conflict Intensity
Index 2008-18

(Number of conflicts / Total events)

Instability increased in Tunisia, slightly rose in
Morocco and mildly decreased in Israel
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Figure 5 BBVA Research Asia Conflict Intensity Index
2008-18

(Number of conflicts / Total events)

Tensions sorrounding North Korea eased off
by second consecutive month, they also
decreased in the South China Sea
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Social unrest eased off by second consecutive month during January

The World Protest Index decreased during January (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
Map Jan 2011 — Jan 2018
(Number of protests / Total events)
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Summary

After President Trump’s State of the Union Speech, Iran and North Korea is given top priority and the intention to see
Russia and China as rivals continue. South Korea and North Korea walking under the same flag in Winter Games
could change the atmosphere if sustained. Middle East and North Africa continued focusing the attention in terms of

In regional terms, Developed Europe and the US
remained in a calmed situation. In Eastern
Europe, some tensions persist from last month.
Instability in the Middle East and North Africa
rose in some couontries for the second month in
a row. Protests decreased in general terms in
Latin America, while in Asia, demonstrations
rose again in Hong Kong:

In Europe, protests rose in Austria against the
presence of far right party in the government, while
tensions decreased in Sweeden and Germany.
Greece remains as the main hot spot in Europe.

In Emerging Europe, protests continued in
Romania due to changes in anti-corruption law;
Ukraine is still under high tensions after the rise of
last month. Unrest also rose in Kazaskhistan.

In North Africa and the Middle East, social unrest
kept at high levels in Tunisia, Israel and Iran, while
it eased off in Morocco, Algeria and Jordan.

In Latin America, protests intensity decreased in
Chile, but still at high levels, and in Argentina.
Venezuela remained at the key hot spot.

In Asia, Muslim countries saw a relieve of tensions
after last month’s protests in support of Palestine,
while demonstrations in Hong Kong rose after a
two month break. Tensions eased off in Indonesia
and Malaysia. Portest intensity idex in India and
Pakistan remained at high levels.

instability. Social unrest in Latin America is contained despite several electoral process are opened.

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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