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Foreword
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Dear reader, 
 
Over the last few months, the military conflict in eastern Ukraine has demonstrated only too clearly how po litical 
crises can have a direct impact on capital markets and investments. The sanctions imposed in response  
to Russia's interventionist policy have not only drastically weakened the Russian economy, they have also hurt 
European export business in Russia. Conflicts of this nature can have considerable implications for prospective re-
turns and investors should therefore not underestimate political risk premiums when assessing bonds, equities, 
currencies or other investments. 
 
Despite the end of the Cold War, there has been no let-up in violent conflict. If anything, conflicts have  
become even more complex, their effects often clearly felt throughout the world thanks to globalisation.  
Forecasting these political crises and conflicts is tricky, however, and investors have thus always faced the  
difficult task of deciding how best to factor in risks of this kind when allocating assets. 
 
Union Investment has therefore developed a type of early warning system designed to provide investors  
with an advance indication of country risk based on the political situation. This study sets out in detail the  
approach used in the system. It explains the indicators used to identify the potential risk and, based on these in-
dicators, highlights the countries in which investors ought to anticipate increased risk premiums over the short 
and medium terms. 
 
I hope you find these research results interesting 
 
 
 
 
  
Alexander Schindler 
Member of the Board of Managing Directors 
Union Asset Management Holding AG



Capital markets do not exist in a social vacuum. They require a framework and, when incorporated into a social 
context, they function as an exchange bringing together both the providers and users of capital. The way in 
which this framework is structured is critical as far as form, operability and outcome are concerned. This applies 
in a very particular way to the issue of whether the environment is shaped by collective force or not. Put simply, 
capital markets cannot flourish if they are surrounded by war and conflict. 
 
Any number of events over the past few years have brought this relationship to the fore, demonstrating that  
po litical risk and social unrest can have a considerable impact on capital markets. This became particularly  
apparent in the context of the Arab Spring. People took to the streets across wide swathes of the Arab world,  
in many cases bringing down their authoritarian leaders – but not always bringing about the democratic progress 
they hoped for. Quite the opposite in fact because, years later, the situation in most of the countries involved is 
still chaotic and bordering on civil war. 
 
However, the political and social upheaval was not confined to the Arab world, and this remains so today. In 
many other regions of the world, people are expressing dissatisfaction with current circumstances and staging 
protests against ruling elites. In Ukraine, the government was toppled, only to be followed by a raging power 
struggle to determine the strategic realignment of the country with far-reaching geopolitical implications. In  
Thailand, the military stepped in and seized power following bloody insurgencies, and mass protests against  
governments are a regular occurrence in many other countries. 
 
Alongside the human tragedies being played out in these countries, the government overthrows and disturban -
ces are of course also causing devastating economic disruption. From the investor's perspective, there is therefore 
a growing need to take into account social and political risks in addition to straightforward economic considera -
tions. Ultimately, these risks could very rapidly leave the economic rationale for an investment completely in  
tatters. 
 
The focus on socio-economic risk issues is also becoming increasingly important in the context of the low interest 
rates prevailing in the industrialised nations. The low returns are ultimately forcing increasing numbers of inves-
tors to seek broader diversification in their portfolios, which is inevitably leading them to invest in countries with 
heightened political risk. 
 
The purpose of the following analyses is therefore to bring about an improvement in the handling of political risk 
through greater understanding. In these analyses, we initially intend to use the overarching term 'political risk' to 
encompass all those risk factors that extend beyond conventional economic country risk. 
 
We therefore need to identify political risk and then to define its scope. However, before we can do this, we have 
to find the answers to two key questions: firstly, the question as to the precise causes behind political risk, and  
secondly the question as to what specific phenomena we mean when we talk about political risk. In a second 
step, we attempt to focus the broad concept of political risk on the key issues that are specifically relevant and 
therefore particularly worthy of attention from an investor perspective.
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Background: Arab Spring 

The Arab Spring as an example of escalating political risk 
 
In a sudden development largely unexpected by political commentators, a wave of furious protests erupted  
in December 2010 across the Arab-Islamic world from Morocco to Iran. The intensity and brutality of the confron-
tations in the individual countries led to extensive turmoil in capital markets and prompted a large number of 
academic studies devoted to the causes of the uprising. These studies pinpointed a number of fundamental  
common features driving these protests, including dissatisfaction caused by the absence of democratic rights,  
a lack of press freedom, significant corruption and high unemployment, especially among the young, combined 
with poverty and general supply shortages. As an example showing the effect of these factors, The Economist 
newspaper based in the UK developed the 'Shoe-Thrower's Index' in response to the Arab Spring. The index is 
calculated on the basis of indicators representing the type of power, the number of years the government has 
been in power, freedom ranking, corruption, literacy, the percentage of the population under 25 and the number 
of internet users1. This index therefore identified a further common feature of the protests, namely the impor-
tance of new web-based media and technologies, which allowed the disaffected youth to communicate quickly, 
expressing their discontent with the authoritarian regimes without hassle or constraint. 
 
Interestingly however, the Arab Spring was also notable for a large number of other characteristics that sur prised 
many observers. For example, the dependence on commodities, which is often considered to be one of the main 
causes of weak institutions and therefore social discontent, was not a common factor in the conflicts in this  
case. Far from it in fact, because all Arab states were equally affected by the unrest, regardless of their exports 
(Awadallah & Malik, 2011). There was just as much conflict in countries with few resources, such as Egypt,  
Tunisia and Syria as there was in the resource-rich Gulf states. Nevertheless, the latter managed to quell the  
unrest with costly social programmes and prevent political upheaval. 

Currency movements (2010 = 100)

1    See http://www.economist.com/blogs/dailychart/2011/03/arab_unrest_0.
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Despite the complex nature of the specific causes of the dissatisfaction, the Arab Spring also revealed, how ever, 
how a small number of fundamental factors escalated the situation. It was not by chance that the outbreak of 
the unrest coincided with a period during which the prices of foodstuffs skyrocketed worldwide. The increasing 
global demand for agricultural products, caused both by the growth in China and by the rising use of such  
products as substitutes for energy commodities, had led to a 125 per cent rise in the price of basic foodstuffs 
since 2003. It was in 2011 that the greatest increase occurred, as a result of which inflation rates shot up rapidly. 
The shortage of foodstuffs particularly hit those parts of the Arab population not favoured with a share of the  
national pot controlled by those in power, causing economic hardship. A brief glance at the disastrous level of 
corruption in Arab states prior to the Arab Spring highlights the extent of this corrupt distribution practice:  
according to figures published by Transparency International for the period prior to the unrest, Libya, for example, 
ranked 146th, Egypt 98th and Syria 127th out of a total of 178 countries. Based on these corruption values, 
these countries are located well down in the lower half of the global scale and rank significantly below the norm 
for their level of development. In view of this background and the statistical analyses shown below, it can be 
seen that the combination of price increases and a corrupt institutional environment offers a reasonable  
explanation for the outbreak of the uprisings referred to as the Arab Spring. 

Inflation rate comparisonBasic foodstuffs price trend
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An analysis of the possible causes of political risk quickly reveals that such risk can be triggered by any  
number of adverse economic, socio-economic, institutional, ethnic, religious or political trends. However, it  
also becomes clear that certain combinations of these factors make for a particularly volatile situation and,  
in such cases, the probability of social or political instability rises sharply. 
 
For example, ethnic conflict appears to be particularly critical if no political codetermination is available and the 
group concerned also suffers from less favourable economic circumstances. In this combination, the de facto  
economic and political discrimination based on ethnicity leads to enormous potential for conflict. The same also 
applies to religious tensions, which are exacerbated if there is no freedom to exercise religion. If such situations 
are then compounded by economic difficulties, the result is very quickly a socially volatile mixture. In overall 
terms, it is fair to say that economic challenges appear to be a key trigger for political risk in most cases, but it  
is only when they are combined with other factors that they lead to general social instability. 
 
Based on a number of investigations into the causes of political risk, the interdependency between the  
different risk factors described above can be organised into an illustrative structure with three risk categories  
or risk dimensions (Figure 1). 
 
 
 
Figure 1: The causes of political risk are multi-dimensional 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Economic instability, which encompasses many of the conventional risk parameters in country analysis from  
an economic perspective, is the first risk category. These parameters include economic growth, debt ratios and  
inflation figures as well as other structural factors, such as competitiveness, unemployment and an extremely 
unequal distribution of income or wealth. 
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The second risk dimension relates to ethnic and religious diversity in a country. This dimension should not be  
reduced to these two factors alone though; it can also include other types of diversity. For instance, regional  
differences (like those in Spain) can play just as much of a role as social diversity brought about by migration. 
Examples of migration-related problems include repeated violent disturbances involving immigrants in numerous 
European countries, such as the UK riots in 2011 in which five people died. Colonial history can also give rise  
to fragmentation of society with implications for the risk dimension described here, a notable example being 
Latin America. 
 
The last risk dimension comprises institutional factors that could cause social and/or political instability.  
These factors largely relate to a lack of fundamental democratic rights, a high level of corruption and the  
poor exercise of governance. The significance of these 'soft' factors2 for the stability of a country has been  
demonstrated in a large number of studies and is undisputed by academics.3 
 
We have assumed that political instability arises from critical interaction between the three dimensions. It  
therefore follows, for example, that in countries with a well-functioning institutional framework, even serious 
economic turmoil does not have to lead to political or social failure. The social resilience of European countries 
badly affected by the financial crisis, such as Ireland, fits neatly into this hypothesis. However, the above  
assumption means that countries with a weak institutional framework (such as Russia) should be considered  
seriously at risk in the event of economic deterioration. Intuitively, this hypothesis seems to be plausible but  
further empirical evidence is required to confirm it. We will look at this evidence in detail in the next section. 
 
 
 

2    The term 'soft factor' is used to distinguish these factors from clearly quantifiable figures ('hard factors'). 'Soft' does not in any way refer to the 
     nature or level of impact from the factor. 
3    The work carried out by Acemoglu, Johnson, Robinson and Thaicharoen, 2003, and Acemoglu and Robinson, 2013, proved to be groundbreaking 
     in the research into the role of institutions. 
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Empirical indications of the socio-economic causes of 
political risk 

What is political risk exactly? Problems in identifying and determining political risk 
 
In the previous section, we took an abstract approach to political risk, initially explaining the methodological  
distinction compared with conventional economic risk and then providing an illustration in the form of an  
indi vidual empirical example (Arab Spring). However, to carry out a broadly based empirical investigation,  
we would need to clearly identify political risk and arrive at a usable definition, neither of which is readily  
achievable in reality. Social disturbances in a variety of forms occur in many different parts of the world, but  
they are not generally interpreted as a political risk. In fact, a disturbance is generally only classified in public  
debate as a political risk if it takes the form of a violent conflict (including anything up to overthrow of the  
government and civil war). Within the context of this study, an obvious option would seem to be to restrict  
political risk to military conflicts for methodology purposes and then to explain this risk using statistical  
methods based on the three risk dimen sions described above. 
 
Unfortunately, on closer examination, even this limitation to military conflicts proves to be imprecise and only  
of limited use for the purposes of a systematic study. A description by the Stockholm International Peace  
Research Institute (SIPRI) highlights the limited suitability of the approach when it states: 
 
"In the period from 2001 to 2010, there were 69 armed conflicts with government involvement and 221  
non-government conflicts; in addition, 127 players were involved in unilateral acts of violence."4 
 
The reality therefore is that only a very small number of countries have been spared involvement in military  
conflicts in the last few decades. On the other hand, many politically stable countries such as Germany and 
France have been involved in such military conflicts without being deemed subject to political risk as a result. 
  
The complexity involved in determining political risk because it is ubiquitous is also illustrated by an analysis of 
the latest Conflict Barometer, an assessment of global centres of conflict regularly published by the Heidelberg 
Institute for International Conflict Research (HIIK) (Figure 2). According to this report, there were violent conflicts 
or wars in 83 countries in 2014, with only the industrialised nations (with the exception of the United Kingdom) 
not involved in any of the conflicts. In contrast, almost all emerging markets were subject to serious conflicts of 
varying degrees. 
  
 
 
 
 
 
 
 
 

4    SIPRI, 2013, S. 5. 



10

Figure 2: Centres of conflict in 2014 according to Heidelberg Institute for International Conflict 
Research (HIIK)  
 

 
 
 
 

 
 
Despite this plethora of conflicts, the breakdown can be used for an empirical test of risk factors if we assume 
that only one particular type of conflict is critical from an investor's perspective, namely a conflict that jeopard ises 
the ability of a state to function properly. 
 
For the purposes of our empirical analysis, we have therefore isolated two groups of conflicts, which we then aim 
to explain using different key figures. The first group of conflicts represents conflicts that are described as military 
conflict or war by HIIK (i.e. the countries shown in dark blue and black on the map above). In the case of these 
countries, we have assumed the existence of particularly serious political turmoil, which investors would wish to 
avoid. 
 
The second group of conflicts covers those countries described as subject to violent conflict, i.e. all the countries 
shaded in light blue on the map above. 
 
 
Empirical estimation methods confirm corruption and economic figures as major indicators 
 
Based on the two defined conflict groups, we can define dummy variables (conflict yes/no), the attributes of 
which we aim to estimate using different indicators. We therefore carried out an analysis of a cross-section, the 
purpose of which was to explain the current conflicts on the basis of a variety of indicators. The indicators for  
explaining conflict susceptibility were based on the three risk categories described above. 
 
Following a review of a number of indicators, Table 1 shows the results for those variables that proved to be  
the most meaningful in advance of our study (whereby data availability was a critical factor in the pre liminary  
selection of indicators). For example, data for the first risk category (religious and ethnic diversity) was not taken 
from specific figures relating to social structure but approximated using the freedom index from Freedom House. 
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Source: Heidelberg Institute for International Conflict Research
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This approach was taken because migration has increased ethnic and religious diversity, making it harder to  
determine the precise structure of society. Nowadays, practically all countries have numer ous ethnic minorities 
and religions, to the extent that it is impossible to make a clear distinction. In our view, a sensible alternative  
was therefore to use an indicator that recorded the protection of religious and ethnic minorities and therefore 
described the potential for tension that could arise from discrimination against reli  gious and ethnic minorities. 
We believe that the freedom index from Freedom House represents just such an indicator because it records  
freedom rights that are specifically relevant to minorities5. The thinking behind this is that the more comprehen-
sive the guaranteed legal framework for minorities, the greater the reduction in the potential tension. 
 
Based on our analysis at the beginning of the study, we also consolidated the second risk dimension (covering  
institutional quality and good governance) into one indicator, corruption. This is in line with the findings reported 
in many studies that there is a very high correlation between the different institutional quality indicators and  
corruption.6  
 
With regard to the economic dimension of political instability, we based our analysis on a broader range  
of data. Our model takes into account inflation, in respect of which we distinguished between the current  
inflation rate and hyperinflationary trends (i.e. inflation rates of more than 10 per cent viewed over the last  
ten years), unemployment and per capita income. We also checked two indicators that do not form part of  
the conventional basic toolkit for assessing economic country risk: income inequality (data collected and  
measured by the World Bank using the Gini coefficient) and the prevalence of serious supply bottlenecks  
affecting the availability of foodstuffs (famine/hunger). In the case of the latter, we used the Global Hunger  
Index for 2014 produced by the German charity, Welthungerhilfe. We therefore assumed that existential  
economic hardship or a shortage in the supply of foodstuffs could also be a trigger for social unrest. 
 
 
Table 1: Result of estimates for determining the factors influencing political conflict  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 1 shows the results of the empirical analysis. The model describes the probability of conflict occurrence  
rather well, even if there are small differences between the two categories (military conflicts and all conflicts).  
The attributes used in the analysis in this case mean that the model does not explain military conflicts quite as 
well as general conflicts (evident from the low R² coefficient of determination in model I compared with model 

5    The rights involved are: 1. free elections, 2. freedom of speech and religious freedom, 3. freedom of assembly, 4. equality before the law, 5.  
     guaranteed ownership rights (see Freedom House, 2014). 
6    Union Investment has produced a detailed study on this subject: 'Corruption and downside risk on government bonds'  
     (see Sommer and Vargas, 2014). 

* (**, ***) Statistically significant at 10% (5%, 1%). 
Note: the higher the score for corruption, the lower the perception of corruption 

                                                                                      Military conflicts                               All conflicts 

Model specification                                                             I                     II                           III                       IV 

Constants                                                                        –0.18                –3.98                          2.10                    –0.23 

Current inflation                                                                 0.02                    0.7*                        0.17                     0.15* 

Hyperinflation (within the last 10 years)                                1.7*                6.00**                     1.23*                   1.37** 

Unemployment rate                                                        –0.008              –0.004                        –0.06                   –0.05* 

Per capita income                                                             0.000                0.000                        0.000               –0.0003* 

Income distribution                                                                 –                –0.06                               –                      0.03 

Famine/hunger                                                                   1.31                  2.41*                        0.13                      0.17 

Freedom index                                                               –0.037                  0.07                          0.57                      0.11 

Perception of corruption                                                   –0.76**           –0.94*                     –0.59***             –0.33** 

R²                                                                                      0.24                  0.37                          0.32                      0.38 

N                                                                                          93                     68                             93                         68 



12

III). From the investor perspective, these findings are sobering because it is precisely conflicts of this type – in 
which the disturbances turn into military activities – that are especially relevant. However, these findings do also 
explain the phenomenon of the generally very relaxed response of capital markets to the outbreak of 'minor' 
conflicts. This may be because capital market players are in quite a good position to handle political risk and  
basically to correctly identify centres of conflict. It is only a sudden descent into chaos and civil war that is more 
difficult to predict and consequently causes greater volatility in capital markets. For the purposes of the issues  
addressed in the study, this means that it is theoretically possible to record political risk, but there nevertheless 
remains the potential for surprise developments, which are more difficult to predict. 
 
Interestingly, the explanatory power of estimation models II and IV improves when income distribution is taken 
into account, even though the income distribution itself is not significant. A critical factor in this im provement  
is that adequate data for the analysis of income distribution is only available for 68 countries and the models  
are thus based on a lower number of observations. As a consequence, the inclusion of income distribution does 
not provide any further added value, which is the opposite of what you might expect. This contrasts with the  
dominant role played by other economic variables. The main factors causing huge political risk are inflationary 
shocks and hyperinflation. The importance of inflation is confirmed in part by economist Arthur Melvin Okun's  
assumption that a 'misery index' can be calculated from the combination of inflation and unemployment and 
that this index can be used to describe the economic causes of political instability. When combined with the  
indicator for institutional quality (perception of corruption), the significance of inflation is considerably enhanced 
and both indicators together can be used to provide a very good explanation of political risk in terms of the  
prevalence of both military conflict and all types of conflict. The high degree of significance and strong impact  
of corruption in all four models is therefore equally striking and confirms our previous analyses, which pointed  
to corruption as a profoundly important factor when determining country risk. 
 
 
Figure 3: Conflict in countries with high unemployment 
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Early warning system for identifying simmering political risk 
 
Besides the lack of impact from income inequality, the results have one more surprise in store. The path  
plotted by the changes in impact as unemployment rates change is counterintuitive. It is not very plausible  
that higher unemployment is accompanied by lower susceptibility to conflict because this contradicts the  
classic notion encapsulated in the misery index described above. One explanation for this paradox could be  
that the main countries where unemployment is particularly high are industrialised countries, which are widely 
considered to be politically stable for the most part. This phenomenon can be seen in Figure 3. The countries  
with the highest rates of unemployment are in Europe and have comparatively good social networks. It is  
therefore understandable that the population will be more willing to tolerate higher unemployment before  
any political unrest materialises. To this extent, high unemployment rates can also be seen paradoxically as  
an indicator of a mature institutional environment, which is why the effects in Table 1 are the opposite of  
those expected. 
 
The above findings can be used as a basis for drawing up a method to create an early warning system for  
identifying political risk. To this end, we have used the results from the regression analysis in Table 1 and  
have first prepared an index of political risk. The key indicators that reflect political risk in the form of  
violent conflict are corruption, inflation and hyperinflation. 
 
 
 
 
 
 
 
 
For the purposes of calculating7 the index, we have gone back to the same data sources already used in  
the regression analysis. In other words, we have used the Corruption Perceptions Index from Transparency  
Inter national and have set the period since the last time the inflation rate exceeded 10 per cent as the  
measure in connection with hyperinflation. Based on the resulting values, the susceptibility to political risk  
can be depicted in a global heat map of simmering conflicts. 
 
 

*

Political risk index = corruption index   inflation   hyperinflation**

7    The following formula is used for the actual calculation: Risk index=corruption²  inflation  √(10-period since hyperinflation).  
     The results are shown, sorted according to ranking, in Table 2 in the annex. 
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Figure 4: Early warning system for identifying political risk 
 

 
 
Political risk is particularly apparent in Africa, Latin America and in Asia and therefore in large areas of the  
emerging markets. In contrast, a key feature of the industrialised nations is their political stability. The differences 
within the regions are of particular interest for investors. For example, our analysis shows that China appears to 
be less susceptible to political risk than India or Russia. In Latin America too, there are differences between the 
countries on the Pacific coast and those in the rest of the continent. Our early warning system therefore offers  
investors the opportunity to identify differences in the specific susceptibility to crises within the emerging market 
countries. It also offers a sound explanatory approach that extends beyond the economic prospects, which is why 
investors often demand higher risk premiums in emerging markets despite favourable economic conditions. 
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From an investor's perspective, the question as to whether a country is exposed to the risk of violent conflict 
has major implications for the prospective yields on bonds, equities and currencies. Political risk premiums 
therefore represent a key factor in the valuation of securities, which is why an early warning system is of such 
major significance. In this analysis, we have succeeded in developing an early warning system of this nature 
and in quantifying political country risk. Corruption and inflationary price hikes play a very prominent role in 
this regard as explanatory variables. 
 
However, the calculation of the probability of occurrence for social phenomena (such as violent conflict) does 
not follow any directly discernible rules and therefore involves a considerable degree of difficulty. The process 
of identifying political country risk relevant to capital markets highlighted the highly complex nature of the  
required analysis. For example, it is possible to identify countless specific reasons why political unrest arose in 
a particular country. The range of identified causes is broad and includes ethnic, religious and social diversity, 
adverse trends and imbalances in the economy, and a whole spectrum of institutional and governance factors. 
Furthermore, it is also possible to establish with a comparative analysis covering a large number of countries 
that it is extremely difficult to find generally applicable causes that can be used as a kind of risk template; it 
is rather the country-specific factors referred to above that have been the critical contributing factors in  
determining local events. 
 
A further layer of complexity was added to the analysis by the lack of clarity regarding the nature of political 
risk. It was not always clear which types of political risk were or were not relevant to capital markets. The  
analysis made use of the assessment published by the Heidelberg Institute for International Conflict Research 
to ensure that a clear set of criteria was followed in this regard. 
 
With the benefit of these transparent requirements, it was then also possible to use multiple regression  
analyses to find generally applicable indicators that could explain the probability of conflict occurrence  
and these indicators turned out to be surprisingly good. The model is lean, can be used in a broad range of 
circumstances and at the same time has significant explanatory power. Political risk, as we understand it, can  
be determined with astonishing accuracy with the help of a few key indicators. Corrupt states that experience 
a sudden inflationary shock and that generally pursue an inflationary economic policy meet all the right  
cri teria for an outbreak of violent conflict. In such cases, the weak institutional framework (which is reflected  
in the poor corruption indicator values) does not appear to be in a position to contain the social disruption 
triggered by the price hikes. The examination of the specific developments prior to the Arab Spring confirmed 
these findings. Those countries also saw their corrupt political systems implode after inflation rates rose  
sharply in 2011 as a consequence of soaring foodstuffs prices. 
 
Based on these compelling findings from our study, we then developed an index covering the political stability 
of a country. This index can be used as an early warning system for identifying potential political upheaval risk 
and is also intended to improve the recording of the political risk premium relevant to capital markets. 
 
 



Figure 5: Overview map based on the freedom index from Freedom House (2014)  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 6: Overview of the global food situation according to Welthungerhilfe 
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Source: Welthungerhilfe 2014
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Table 2: Country ranking based on the index for political risk 
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Country   Ranking        Country    Ranking         Country   Ranking         Country    Ranking         Country   Ranking 

 

Switzerland         1            Spain                  23           Iceland              43           Tunisia               63             Mozambique   83 

Denmark             2           Israel                   24            Uruguay            44           Brazil                 64             Libya               84 

Sweden              3            Cap Verde           25            Malaysia            45           Algeria               65             Bolivia             85 

Netherlands        4            Slovenia              26            Thailand            46           Seychelles          66              Zambia           86 

New Zealand      5           Australia             27           Saudi Arabia      47           Costa Rica         67             Vietnam          87 

Finland               6            Czech Republic    28            Bahrain              48           Kuwait               68             Kazakhstan      88 

Slovakia              7           Austria                29            Gabon               49           Azerbaijan         69             Jamaica           89 

Ireland                8            USA                    30            China                50           Namibia             70             Russia             90 

Luxembourg        9            Malta                  31            Georgia             51           Dom. Rep.          71            India                91 

Belgium             10           Greece                32            Bulgaria             52           Indonesia           72             Uganda           92 

Singapore          11           Japan                  33            Latvia                53           Lesotho             73             Bangladesh     93 

Hungary             12           Lithuania             34            Columbia           54           Guatemala         74             Kenya              94 

Norway              13           Taiwan                35            Cameroon         55           Paraguay            75             Ethiopia           95 

Poland               14           Estonia                36            Peru                   56           Rwanda             76             Nigeria            96 
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Canada              19           Morocco              41            Abu Dhabi         61           South Africa       81             Ukraine          101 
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United Kingdom 22                                                                                                                                                                 

High ranking = low risk – Low ranking = high risk



Figure 1: The causes of political risk are multi-dimensional 
 
Figure 2: Centres of conflict in 2014 according to Heidelberg Institute for International Conflict Research (HIIK) 
 
Figure 3: Conflict in countries with high unemployment 
 
Figure 4: Early warning system for identifying political risk 
 
Figure 5: Overview map based on the freedom index from Freedom House (2014) 
 
Figure 6: Overview of the global food situation according to Welthungerhilfe
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