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Europe has built the skeleton of an autonomous defence architecture in 2024-2026, hedging against
US retrenchment while deterring Russia within the 3-5 year window European defence planners
judge critical; the Germany-Russia confrontation now operates at the edge of Article 5 thresholds,
with a 25-35% probability of a kinetic-contact incident within 12 months (MODERATE CONFIDENCE
— analyst estimate, not a NERAI model output).

* [HIGH CONFIDENCE] Europe has moved from communiqués to money: the EU's €150 billion
SAFE loan instrument (adopted 27 May 2025) is disbursing to 19 member states, Germany's
2026 defence budget has reached €108 billion (2.4% of GDP, against €32 billion in 2014), and in
March 2025 the Bundestag exempted defence spending above 1% of GDP from the constitutional
debt brake — irreversible structural shifts verified across EU regulations and national budget
votes [1][5].

e [MODERATE CONFIDENCE] Berlin has crossed into grey-zone confrontation — NERAI
Germany Political Instability at 36.1/100 (89th percentile of its own history, RISING) and
Government Instability at 24.1/100 (79th percentile, RISING) reflect not democratic backsliding
but institutional stress from absorbing asymmetric confrontation, as Russia tests Germany
specifically to fracture NATO cohesion [NERAI data, 8 September 2026][10].

e [HIGH CONFIDENCE] Turkiye will remain a structured transactional partner in defence
industry and Black Sea security through 2029, not an integrated EU-pillar member — NATO's
second-largest army, critical Montreux gatekeeper, and Bayraktar supplier, but Cyprus blocked
its SAFE access in October 2025, Athens ties consent to the Aegean casus belli, the

© NERAI Strategic Insights Lab — Page 4 — Lead Analyst: Serhan Ayik



NERAI Strategic Insights Lab - Research Brief NERAI-UNRESTRICTED

S-400/CAATSA legacy persists, and Ankara refuses sanctions participation [11][12].

e [MODERATE CONFIDENCE] The Germany-Russia bilateral Tension Index sits at 24.1/100
(73rd percentile, STABLE but compressed from a 73.5 peak in 2025), while Russia's asymmetric
deteriorating-relations signal (18.7 vs Germany's 8.4) and NERAI's Military Escalation for Russia
at 36.6/100 (FALLING but still elevated) indicate Moscow views Berlin as the pivot target for
NATO fracture — a sharp incident (drone shoot-down, sabotage with casualties) carries 25-35%
probability in 12 months, 40-50% in 36 months, calibrated against 1950-2024 NATO-Russia base
rates [NERAI data, 8 September 2026].

e [LOW CONFIDENCE — non-obvious insight] European defence build-up is globalising
supply chains in the opposite direction conventional wisdom predicts: Indo-Pacific producers are
being integrated INTO European stockpiles — South Korean 155mm production feeding European
buyers, Japan's decision to export Patriot interceptors to backfill US stocks drawn down for
Ukraine, and an active European debate over direct South Korean air-defence contributions to
Kyiv [8][9] — creating a reverse dependency that complicates the US "Pivot to Asia": Tokyo and
Seoul now hold sunk costs in NATO's eastern flank.

BACKGROUND & CONTEXT

Europe entered 2024 facing a structural dilemma that had been dormant since the Cold War: how to
defend itself if the United States either could not or chose not to do so. Russia's full-scale invasion of
Ukraine in February 2022 had already shattered the post-Cold War security consensus, but the
election of Donald Trump to a second term in November 2024, his public questioning of NATO Article
5 commitments, and his administration's focus on the Indo-Pacific theatre forced European capitals
to confront what had been a theoretical scenario. The 2024-2026 period represents the most
consequential reconfiguration of European security architecture since the end of the Cold War —
characterised by hard fiscal commitments, regulation-level instruments, and irreversible industrial
investments rather than incremental adjustment.

The verifiable steps: Germany amended its constitutional debt brake in March 2025 to exempt
defence spending above 1% of GDP, alongside a €500 billion infrastructure fund — on top of the
€100 billion Sondervermoégen announced in February 2022 [5]. At the NATO level, the June 2025
Hague summit pledged 5% of GDP by 2035 — 3.5% core defence plus 1.5% security-related
infrastructure — with Poland already above 4% and the new regional defence plans absorbing
Finland and Sweden into force structure [6]. At the EU level, the ReArm Europe / Readiness 2030
plan (March 2025) consolidated fragmented national procurement: its financial core, the Security
Action for Europe (SAFE) instrument, was adopted by the Council on 27 May 2025 — €150 billion in
EU-raised loans for joint procurement of air defence, ammunition, drones and enablers, carrying a
European-preference rule (broadly, 65% of component value from the EU/EEA or Ukraine) that
makes third-country access a strategic prize [1]. The European Defence Industry Programme (EDIP,
€1.5 billion for 2025-2027) extends the industrial-base logic, and the White Paper for European
Defence - Readiness 2030 (19 March 2025) frames the capability targets: closing gaps in air
defence, ammunition, drones and military mobility by 2030 [1][2].

This architecture rests on three shifts. First, US retrenchment is no longer hypothetical —
Washington's posture reviews and repeated demands that Europe carry the conventional burden
have made hedging operational policy rather than think-tank speculation. Second, Russia's threat
timeline compressed — German and allied assessments, from the BND to Chief of Defence Gen.
Carsten Breuer, work to a 2029-2030 window in which Russia could reconstitute offensive capability
against NATO, a planning assumption now written into budgets [5][13]. Third, Ukraine became the
first line of European defence — not rhetorically but operationally, absorbing Russian attrition,
field-testing NATO systems, and integrating its defence industry into European supply chains. The
Germany-Russia confrontation sits at the centre of this reconfiguration: Berlin is the geographic,
economic, and political pivot of European defence — any fracture there fractures NATO. Russia
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understands this and has escalated hybrid operations accordingly: drone incursions, suspected
sabotage of rail and subsea infrastructure, an assassination plot against Germany's leading defence
CEO, and GPS jamming across the Baltic. Germany, in turn, has crossed a threshold it spent decades
avoiding: active counter-hybrid measures and, for the first time, formal public attribution of a
physical attack to Russian state entities [7][10].

ANALYSIS

Europe's Interpretive Framework: Deterrence by Denial, Not
Punishment

| assess this build-up through the lens of deterrence by denial — Europe is constructing capacity to
deny Russia achievable military objectives, not to punish it after the fact. This differs fundamentally
from Cold War NATO, which relied on US nuclear punishment as its ultimate backstop. The current
architecture assumes the US nuclear umbrella remains but cannot be taken for granted; therefore,
Europe must be able to inflict sufficient conventional costs that Russian gains are operationally
implausible. The NERAI data supports this reading: Germany's International Support index at
26.9/100 (28th percentile, FALLING) and Increasing Bilateral Relations at 28.3/100 (24th percentile,
FALLING) indicate Berlin perceives itself as operating with reduced external backing — it is building
autonomous capacity because it expects to use it (HIGH CONFIDENCE). The fiscal commitments are
the proof. Germany's debt-brake exemption is irreversible in the medium term — no German
government, regardless of coalition composition, can now roll back defence spending without
triggering a credibility crisis within NATO. Poland's 4%+ spending, the Baltic states' above-3%, and
France's military programming law (LPM 2024-2030, €413 billion, enacted 2023) lock in structural
defence expenditure that survives electoral cycles [5][6]. SAFE and EDIP are regulation-level
instruments with contractual penalties, not discretionary budgets — they are designed to survive
populist governments [1][2].

Why Now: The 3-5 Year Window and US Hedging

Europe is reacting to a compressed threat timeline. The 2029-2030 window, cited across German
and allied intelligence assessments, is not arbitrary — it reflects the assessed period in which Russia
reconstitutes offensive capability while Ukraine's ammunition stocks and conscription base face
depletion pressures [5][13]. NERAI's Ukraine Dispute Settlement index spiked to 53.9/100 (88th
percentile, RISING) as of 8 September 2026, indicating elevated diplomatic activity consistent with
pre-negotiation positioning or war-termination signalling. If the war ends in 2027-2028 with Ukraine
weakened or neutral, Russia gains a reorganisation period. Europe is building capacity NOW to deter
operations in THAT window, not to deter today's Russia (which is attrited and over-extended) (HIGH
CONFIDENCE). The US retrenchment hedge is equally operational: European planners now assume
two scenarios — Scenario A: US remains engaged but demands European self-sufficiency as the
price of commitment; Scenario B: US disengages partially or fully, and Europe defends alone. Both
scenarios require the same European capability, so Europe is building for the worst case. ReArm
Europe and SAFE are designed to be US-compatible but US-independent — systems that
interoperate with US forces if present, but function autonomously if not (MODERATE CONFIDENCE).
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Industrial Base Reconstruction: The Strategic Autonomy Endgame

The ammunition question is the most under-appreciated element of this architecture. Europe
consumed its Cold War stockpiles in Ukraine and discovered its production capacity had atrophied to
a fraction of wartime need, while Russia sustained multi-million-shell annual output. The EU's
response — the ASAP ammunition programme and EDIP-backed expansion — has multiplied
European shell capacity several-fold from its 2022 base, with the Commission targeting roughly two
million shells a year of capacity by end-2025 and Rheinmetall building UnterllR into Europe's largest
ammunition plant [2][14]. This is the material basis of strategic autonomy: the ability to sustain a
high-intensity conflict without waiting for US Congressional appropriations. The globalisation of
supply is the non-obvious insight here. South Korean producers have taken large artillery and
155mme-related orders from European buyers since 2022; Japan agreed to export Patriot
interceptors to the United States, backfilling stocks drawn down for Ukraine; and the question of
whether Seoul should contribute air-defence systems directly to Ukraine has now entered European
security debates [8][9]. This creates a structural dependency: Tokyo and Seoul now have sunk costs
in European defence, which complicates the US "Pivot to Asia" logic — if the US asks Japan to
prioritise the Indo-Pacific over Europe, Tokyo risks European stockpile and credibility costs. Europe
has, intentionally or not, locked Indo-Pacific producers into NATQO's eastern flank (MODERATE
CONFIDENCE).

Critical Infrastructure Protection: The Subsea and Energy Dimension

The Nord Stream destruction of September 2022, the Baltic subsea-cable damage incidents of
2023-2024 (Balticconnector, C-Lionl, EstLink 2 — investigated as anchor-dragging, unattributed but
consistent in pattern), and GPS jamming over the Baltic through 2024-2026 exposed Europe's
infrastructure vulnerability [7][10]. Critical-infrastructure protection is now an explicit priority strand
of the EU's preparedness agenda and of NATO's Baltic Sentry activity; Norway, as Europe's largest
gas supplier post-Nord Stream, has maintained intensified patrols over its offshore pipelines with
allied support since 2022. NERAI's maritime corridor data shows the Black Sea operating at -31%
transit vs baseline (Bosporus Strait specifically), indicating persistent disruption. The global
supply-chain pressure index (GSCPI) sits at 0.805 sigma, 88th percentile — elevated, not crisis, but
sustained above normal. Oil prices at $97.92 Brent (up 16.4% over 30 days) reflect this tension
[NERAI commodity context, 8 September 2026]. Europe is not yet pricing a war scenario — VIX at
15.72 is below historical crisis levels — but insurance-market reporting points to elevated war-risk
premiums for Baltic and Black Sea calls (indicative analyst reading — not observed market pricing;
requires broker validation).

The Coalition Architecture: UK, Norway, Canada, and the Indo-Pacific
The partnership map is operationally specific:

Partner Instrument Depth Direction

Security & Defence Partnership (May 2025); Structured ally (nuclear Deepening
SAFE participation negotiations authorised consultation, expeditionary)
(Sep 2025); Lancaster House with France

Gas supply security; North Sea patrol Structured ally Deepening
integration; F-35 interoperability (energy/maritime)

Security & Defence Partnership (Jun 2025); Informal - structured partner  Formalising
SAFE participation endorsed (19 Dec 2025);
Arctic flank

Ukraine Defence-industrial integration (ammunition, Structured partner (not ally) Deepening
drones); pre-accession security guarantees
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Partner Instrument Depth Direction

Japan / South Procurement (shells, interceptor backfill); Transactional — structured Globalising
Korea / technology transfer; intelligence-sharing
Australia

us Still indispensable (F-35, nuclear umbrella, Ally (conditional) Stable but
ISR); now hedged hedged

Tarkiye Bilateral arms deals (Bayraktar, naval); SAFE  Transactional, contested Stalled at EU
access blocked (Cyprus veto, Oct 2025) level

The UK reset is the most consequential. The Windsor Framework (February 2023) cleared the
political path, and the 19 May 2025 UK-EU summit produced a formal Security and Defence
Partnership; in September 2025 the Council authorised negotiations on UK (and Canadian)
participation in SAFE [3]. Nuclear and expeditionary cooperation with France continues under the
Lancaster House framework, and the UK's 2025 Strategic Defence Review committed to sustained
nuclear modernisation through the Dreadnought programme. Canada's shift from informal to
structured partnership reflects US retrenchment spillover: the EU-Canada Security and Defence
Partnership was signed at the June 2025 summit, Prime Minister Carney secured SAFE participation
on 1 December 2025, and member states endorsed the agreement on 19 December 2025 [3][4].
The European Council on Foreign Relations argued in September 2026 that the EU should go further
still — from "casual defence ties" to a substantive structured partnership spanning Arctic patrols and
intelligence-sharing [ECFR, September 2026]. NERAI Canada International Support at 44.0/100 (76th
percentile, RISING) and Increasing Bilateral Relations at 41.2/100 (STABLE) indicate Ottawa is
receptive (MODERATE CONFIDENCE). The Indo-Pacific procurement dimension is under-reported:
South Korean shell contracts, Japan's Patriot backfill decision, and Australia's AUKUS-anchored
alignment mean Europe is outsourcing part of its ammunition baseline to Asia. This is not a
dependency trap if Europe hits its production targets, but it IS a strategic commitment: South Korea
and Japan are now invested in European security outcomes, which constrains their freedom of
manoeuvre vis-a-vis China (MODERATE CONFIDENCE).
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Mandatory Counter-Thesis: The European Defence Mirage

The strongest counter-argument comes from American realist and European Eurosceptic camps —
positions associated with analysts at the American Enterprise Institute and the Heritage Foundation,
and with European populist parties. Their thesis: European defence build-up is performative, fiscally
unsustainable, and strategically incoherent; the spending increases are real but will not produce
usable military capability because Europe lacks the industrial base, the demographic pool, and the
political will to deploy force; Germany's debt-brake exemption will collapse under the next
recession; populist governments in France (if the RN wins in 2027) or Germany (if the AfD enters
coalition) will gut these programmes; and the UK-EU reset is shallow because Brexit fractures
remain unresolved in trade, finance, and immigration. This counter-thesis deserves engagement.
The demographic constraint is real: Europe's military-age population is shrinking, and public support
for conscription is weak outside the Baltics and Poland — Germany's new military-service model
(voluntary-first, with compulsory registration) faces majority public opposition to full conscription in
opinion surveys [5][13]. Political fragmentation is accelerating: the AfD recorded its strongest
state-level result to date in the 6 September 2026 Saxony-Anhalt election (reported at roughly a
third of the vote) and explicitly campaigns on ending Ukraine aid and normalising Russia relations
[15][16]. If the AfD enters federal government in 2029, Germany's pivot collapses. However, the
NERAI data and the instrument design tell a different story. The fiscal locks are binding — SAFE and
EDIP carry contractual penalties for non-performance, meaning even a populist government cannot
unilaterally withdraw without EU infringement proceedings. The industrial base is ALREADY
reconstituting: factories built, contracts signed, supply chains integrated — sunk costs distributed
across every German Land. The political-will question is more open, but the NERAI indices for
Germany show INSTITUTIONAL STRESS, not collapse: Political Instability at 36.1/100 is elevated but
not in the regime-threatening zone (above 60/100), and Opposition Activeness at 14.0/100 (RISING)
indicates domestic friction, not fracture (MODERATE CONFIDENCE). My thesis still holds: Europe has
crossed the point of no return on autonomous defence capability; the fiscal and industrial
commitments are irreversible in the medium term (5 years), and the political fractures are real but
insufficient to collapse the architecture before 2029. The counter-thesis is strongest on
demographics and public will; my response is that Europe is solving that problem by globalising
supply (South Korea, Japan) and integrating Ukraine's manpower into the defence-of-Europe
posture. If Ukraine holds, Europe does not need full conscription mobilisation; if Ukraine collapses,
the counter-thesis is right and Europe is indefensible. The 2027-2028 window will resolve this
(MODERATE CONFIDENCE).

NERAI DATA INTEGRATION
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Germany's Political Instability index at 36.1/100 sits at the 89th percentile of its own 365-day
history, RISING from a 90-day average, while Government Instability at 24.1/100 sits at the 79th
percentile, also RISING [NERAI Germany top signals, 8 September 2026]. These are not noise — the
z-score analysis flags Political Instability as statistically meaningful, with the current level
resembling historical episodes in 2026-W21 and 2025-W35, both of which escalated further over 8
weeks. However, the NERAI cross-analysis labels the latest weekly move as "within normal
variation" — the ELEVATED LEVEL is the signal, not the week-to-week volatility. This is the
distinction the counter-thesis misses: Germany is absorbing institutional stress from grey-zone
confrontation, not experiencing regime instability. Institutional Strength (a composite alarm) sits at
only 6.3/100, indicating resilient institutions despite elevated political friction. For comparison,
Russia's Regime Instability alarm is 20.4/100, three times Germany's level [NERAI Russia alarms, 8
September 2026]. What is driving this? The NERAI quantitative cross-analysis for Germany shows
Political Instability co-elevated with Military De-escalation (93rd percentile), Military Clash (92nd
percentile), and Military Escalation (92nd percentile) in the 2026-W21 historical parallel. That
pattern is consistent with a country PREPARING for conflict while its domestic politics fracture over
whether to do so. The AfD's record Saxony-Anhalt result, coalition fragility, and public opposition to
conscription are the POLITICAL manifestation; the SECURITY manifestation is Berlin's grey-zone shift
— active counter-hybrid measures and formal attribution of the Leipzig attack [7][10]. This is not a
democracy under threat; this is a democracy under LOAD, absorbing asymmetric pressure while
maintaining rule-of-law constraints. The stress is real, the risk of political fracture is non-zero, but
the institutional base is holding (HIGH CONFIDENCE).
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Russia-Germany Bilateral: Asymmetric Threat Perception

The Germany-Russia bilateral Tension Index sits at 24.1/100 (73rd percentile), down from a 30-day
average of 27.8 and a 90-day average of 29.3, indicating recent EASING (-3.1 over 7 days).
However, this masks asymmetry: Russia's deteriorating-relations signal toward Germany is 18.7/100
(30-day 19.0), while Germany's toward Russia is only 8.4/100 (30-day 10.6) — a 10.3-point gap
[NERAI Germany-Russia asymmetric signals, 8 September 2026]. This means Russia perceives the
relationship as deteriorating faster than Germany does, a pattern consistent with Moscow escalating
to test Berlin while Berlin seeks to manage friction below Article 5 thresholds. The cooperation
indices tell the same story: Germany's Increasing Cooperation toward Russia is 28.3/100, while
Russia's is 32.9/100 — both sides signal willingness to stabilise, but the deteriorating-relations gap is
wider than the cooperation overlap, indicating the relationship is under net negative pressure
(MODERATE CONFIDENCE). The topic-specific bilateral indices provide operational granularity:

e Military Clash: Germany 0.024 (67th percentile), Russia 0.110 (76th percentile) — Russia's
clash intensity is 4.5x Germany's, indicating Russia is the escalator.

e Military Escalation: Germany 0.018 (67th percentile), Russia 0.074 (76th percentile) — again,
Russia at 4x Germany's level.

* Dispute Settlement: Germany 0.024 (27th percentile, LOW), Russia 0.074 (90th percentile,
EXTREME) — Russia's dispute-settlement index spiked +70% in the latest week (z-score +2.64,
100th percentile), an extreme move. This is a STABILISER signal: Russia is diplomatically active,
which historically precedes either de-escalation OR a renewed crisis if diplomacy fails. The
6-week historical analogue (2025-W42) shows base rates of escalation vs de-escalation nearly
balanced (4/6 escalated, 1/6 eased), with median forward change of -0.027 over 8 weeks [NERAI
Russia quantitative cross-analysis, 8 September 2026].

* International Support: Germany 0.038 (28th percentile, FALLING), Russia 0.044 (70th
percentile, RISING) — Russia is gaining external backing (likely from China, Iran, North Korea per
open reporting), while Germany perceives reduced allied support, consistent with US hedging.

The 12-month NERAI forecast for Germany shows Military Clash STABLE at 8/100, Military Escalation
STABLE at 9/100, but International Support forecast to RISE to 30/100 (+11%), and Increasing
Bilateral Relations forecast to RISE to 31/100 (+9%). For Russia, Military Clash forecast STABLE at
35/100, Military Escalation STABLE at 37/100, but Dispute Settlement forecast to FALL sharply to
24/100 (-43%) from the current extreme spike of 42/100, and International Support forecast to FALL
to 28/100 (-8%) [NERAI 12-month forecasts, 8 September 2026]. The model reads the current Russia
Dispute Settlement spike as TEMPORARY — likely a diplomatic push that will fail or exhaust, leading
to renewed friction by mid-2027. This aligns with the scenario probabilities below: managed friction
remains the baseline, but the window for sharp incidents widens as diplomacy proves insufficient
(MODERATE CONFIDENCE).
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Ukraine as the First Line: Elevated Dispute Settlement, Falling Military
Intensity

Ukraine's Dispute Settlement index at 53.9/100 (88th percentile, RISING) is the highest among the
focal countries, indicating active war-termination or negotiation signalling. Ukraine's Military Clash
at 37.2/100 (68th percentile, FALLING) and Military Escalation at 38.2/100 (68th percentile, FALLING)
show kinetic intensity DECLINING while diplomatic activity RISES. The 12-month forecast shows
Dispute Settlement falling to 24/100 (-56%), consistent with a negotiation window closing or
succeeding by mid-2027, while Military Clash and Escalation forecast slight RISES (+9%, +7%) —
the model anticipates either a negotiated pause followed by resumed low-intensity conflict, OR a
failed negotiation followed by renewed escalation. Increasing Bilateral Relations at 40.4/100 (75th
percentile, RISING) indicates Ukraine is building external relationships (EU pre-accession
frameworks, UK security guarantees, and the defence-industrial integration noted above) as
insurance against war-termination risk (MODERATE CONFIDENCE). If Ukraine stabilises at reduced
intensity in 2027, Europe gains breathing room to complete its 2029 readiness. If negotiations
collapse and the war re-intensifies, Europe faces the 2027-2028 window with Ukraine depleted and
Russia reconstituting — the worst-case scenario European intelligence warns about. The
Germany-Russia bilateral indices should be read THROUGH the Ukraine lens: Berlin is testing
Russia's willingness to escalate AGAINST GERMANY while Russia is still committed in Ukraine. If
Ukraine ends in 2027, Russia's focus shifts west, and the grey-zone friction becomes the main event
(HIGH CONFIDENCE).

Turkiye: The NERAI Data Shows Friction, Not Integration

Tarkiye's International Support at 26.0/100 (FALLING), Increasing Bilateral Relations at 22.7/100
(FALLING), and Deteriorating Bilateral Relations at 17.3/100 (RISING, 85th percentile) show Turkiye
moving AWAY from integration with the European security architecture, despite its operational
contributions (NATO's second-largest army, Bayraktar drones to Ukraine, Montreux gatekeeper). The
12-month forecast shows Dispute Settlement RISING to 24/100 (+68%), Increasing Bilateral
Relations RISING to 30/100 (+33%), and Deteriorating Bilateral Relations FALLING to 13/100 (-26%)
— the model anticipates friction EASING slightly, but from an elevated base. This is consistent with
transactional stabilisation, not strategic alignment (MODERATE CONFIDENCE). The Germany-Turkiye
bilateral Tension Index is only 8.6/100 (47th percentile, STABLE), with Cooperation Index at 27.1/100
and Net Relationship Score positive (+1.3, COOPERATIVE). However, the asymmetric signal shows
Tarkiye's deteriorating-relations toward Germany at 17.3/100 vs Germany's 8.4/100 — an 8.9-point
gap, indicating Turkiye perceives more friction than Germany does. This is the S-400/CAATSA
legacy, the Syria divergence, and the Cyprus/Greece vetoes manifesting as persistent bilateral
irritant. The cooperation score is positive because trade and defence-industrial ties (Bayraktar sales,
naval exports, KAAN engine talks with the UK) counterbalance the political friction, but the net is
shallow integration, not deep alliance (MODERATE CONFIDENCE).

Commodity and Market Context: Elevated but Not Crisis

Brent crude at $97.92 (+16.4% over 30 days) and the global supply-disruption index (GSCPI) at
0.805 sigma (88th percentile) indicate elevated supply-chain and energy stress, consistent with the
Black Sea -31% transit disruption and the Strait of Hormuz -92% flow disruption [NERAI maritime
corridors and global disruption, 8 September 2026]. However, the VIX at 15.72 (-23.9% over 30
days) shows markets are NOT pricing imminent war — if they were, VIX would be above 25. Gold at
$4,393.90 (+8.9% over 30 days) reflects safe-haven demand, consistent with geopolitical
uncertainty but not panic. The 10-year Treasury yield at 4.81% (+4.4% over 30 days) indicates
tightening financial conditions, which constrains European fiscal space for defence spending if
sustained. This is the knife-edge Europe walks: elevated threat perception, rising defence budgets,
but tightening financial conditions that make those budgets harder to sustain. If yields rise another
50 basis points, the fiscal counter-thesis gains weight (MODERATE CONFIDENCE).
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TURKIYE: INSIDE, OUTSIDE, OR IN BETWEEN?

Tlrkiye occupies a unique position in Europe's security architecture: operationally indispensable,
institutionally excluded, and strategically ambiguous. The question is not whether Turkiye
contributes to European security — it demonstrably does — but whether that contribution translates
into integration or remains transactional.

What Turkiye Already Contributes (FACTS)

Turkiye fields NATQO's second-largest standing army (over 350,000 active personnel), controls the
Bosporus and Dardanelles straits under the 1936 Montreux Convention (giving it legal authority to
restrict warship passage during conflict), and operates a defence-industrial base that has become
relevant to European operations: Bayraktar TB2 drones supplied to Ukraine, Poland, and several
NATO allies; the indigenous KAAN fifth-generation fighter programme (first flight February 2024);
naval shipbuilding capacity (MILGEM-class corvettes exported to Pakistan, with construction for
Ukraine); and the SIPER long-range air-defence system entering service [11][12]. Tiirkiye brokered
the Black Sea Grain Initiative in 2022 (now defunct but historically significant), hosts around three
million Syrian refugees (reducing migration pressure on Europe), and maintains one of the largest
refugee populations globally. Ankara has NOT imposed sanctions on Russia, maintains trade and
energy ties, but simultaneously armed Ukraine — a dual posture Washington and Brussels tolerate
because the alternatives (Turkiye fully aligning with Russia, or closing the straits to NATO) are
worse.

The Concrete Openings (FACTS)

Ankara has pressed publicly for a larger role in Europe's defence build-up as Washington's reliability
is questioned [Defense News, 13 April 2026], and SAFE's third-country clause provides a legal
pathway. EU-TUrkiye trade signals have warmed at the margins, with customs-union modernisation
repeatedly raised alongside migration and energy-transit cooperation. Defence-industrial
cooperation is expanding bilaterally: Bayraktar sales into NATO Europe, naval-technology
cooperation with allied yards, and negotiations with the UK over engine options for the KAAN
programme [11][12].

The Hard Limits (FACTS)

Cyprus and Greece hold effective vetoes over Turkiye's integration into EU defence frameworks.
Cyprus blocked Turkiye's path into the SAFE programme in October 2025, and Athens has signalled
it will withhold consent for as long as the Aegean casus belli stands [11]. SAFE/EDIP third-country
conditionality requires alignment with EU foreign and security policy — which Nicosia and Athens
read against Turkiye (no Russia sanctions, maritime disputes with Greece, non-recognition of the
Republic of Cyprus). The S-400 acquisition from Russia triggered US CAATSA sanctions on Turkiye's
procurement agency in December 2020 and removal from the F-35 programme in 2019 —
restrictions that persist despite Turkish requests for waiver. EU membership negotiations have been
frozen since 2018, with no prospect of resumption under current conditions. Turkiye's Russia policy
is the deepest fracture: Ankara has not joined Western sanctions, expanded trade with Russia after
2022, and depends on Russian gas via TurkStream and Blue Stream for a substantial share of
supply. President Erdodan has positioned Tirkiye as a neutral broker in Russia-Ukraine talks rather
than a Western-camp participant. And under the 2026 Cypriot presidency of the EU Council, files
touching Turkiye face additional friction [11][12].
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Assessment: Structured Transactional Partner, Not Integrated Member

| assess Turkiye's most likely role through 2029 as a structured transactional partner in defence
industry and Black Sea security, NOT an integrated member of the EU defence pillar. The
transactional baseline is stable: Turkiye supplies drones, hosts refugees, controls the straits, and
cooperates on specific programmes (bilateral arms deals, possible future SAFE third-country
projects) in exchange for economic concessions, EU trade access, and Western tolerance of its
Russia ties. This is not alliance; it is exchange. The structure arises from NATO membership —
Tlrkiye cannot be fully excluded because it holds Article 5 obligations and strategic geography —
but the transaction remains shallow because the political will for integration does not exist on
EITHER side. Brussels will not waive Cyprus/Greece vetoes, and Ankara will not abandon Russia ties
or submit to EU conditionality (HIGH CONFIDENCE).

The Two Variables That Could Move This

Variable One: Greece-Turkiye Maritime Settlement. If Athens and Ankara resolve their
Aegean/Eastern Mediterranean maritime disputes — talks have repeatedly stalled and restarted —
the Cyprus veto becomes isolated, and the path to EDIP/SAFE access opens. Probability: 20-30%
over three years. A settlement is possible because both countries face greater threats than they
pose to each other, and the EU has offered substantial infrastructure/energy investment as
incentive. If this happens, Turkiye's role DEEPENS to structured partner with conditional SAFE access
(MODERATE CONFIDENCE). Variable Two: Russia Pressures Turkiye to Choose Sides Post-2027. If
Russia ends operations in Ukraine in 2027-2028 and pivots to testing NATO's eastern flank, Moscow
may demand Turkiye close the straits to NATO resupply or face energy cut-off / economic pressure.
This forces Ankara into a binary choice it has avoided since 2022. Probability: 15-25% if the war
ends in Russian tactical victory; 5-10% if the war ends in stalemate. If this happens, Turkiye either
(a) complies and fractures with NATO, becoming a spoiler inside the alliance, or (b) defies Russia
and accelerates Western integration. The latter is more likely because Erdogan's domestic survival
depends on Western economic ties, but the risk of the former is non-zero (LOW-MODERATE
CONFIDENCE). The baseline remains: Turkiye as NATO's second-largest army and Black Sea
gatekeeper, but outside the EU defence-industrial core, cooperating when interests align and
diverging when they do not. This is not a crisis; it is the equilibrium. Europe accepts it because the
alternatives are worse, and Turkiye accepts it because full integration would require sacrifices (on
Russia, on Cyprus, on sovereignty) that Ankara's domestic politics cannot bear.

CASE STUDY: THE GERMANY-RUSSIA CONFRONTATION

Escalation Ledger: What Has Already Happened (FACTS, Dated)

The Germany-Russia relationship crossed from managed rivalry into active confrontation over the
period since February 2022. The following incidents are documented and traceable:

2024:

* July 2024: An assassination plot against Rheinmetall CEO Armin Papperger — Germany's
largest defence contractor — was uncovered by German and US intelligence and attributed in
reporting to Russian planning; Papperger was placed under state protection [CNN, 11 July 2024].

* November-December 2024: Baltic subsea data cables connecting Germany, Sweden and
Finland (C-Lionl) and the EstLink 2 power link were damaged in incidents investigated as
anchor-dragging; unattributed formally, but consistent in pattern with earlier Balticconnector
damage (October 2023) [7].

* Through 2024: Sustained GPS interference over the Baltic affecting civilian and military
aviation, widely assessed in open reporting as originating from Kaliningrad-based Russian
systems; espionage and sabotage-plot arrests in Germany, including suspects accused of
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targeting military infrastructure.
2025:

e March 2025: The Bundestag amended the constitutional debt brake to exempt defence
spending above 1% of GDP — the fiscal foundation of the Zeitenwende's second phase [5].

* May 2025: Friedrich Merz took office as Chancellor (CDU/CSU-SPD coalition) on an explicit
platform of accelerated rearmament and a harder Russia line.

e Through 2025: German and allied intelligence chiefs publicly framed 2029-2030 as the window
in which Russia could reconstitute offensive capability against NATO — the planning assumption
later codified in Bundeswehr strategy [13].

2026 (as of 9 September):

e 22 April 2026: Gen. Carsten Breuer signed the Bundeswehr's first-ever military strategy
("Responsibility for Europe"), naming Russia the most immediate and significant threat and
setting a 460,000-strong combat-ready force target (260,000 active + 200,000 reserve, against
~180,000 active today), with maximised readiness by 2029 [5].

* 4 August 2026: An explosive-laden drone was discovered beside a Ukrainian Antonov cargo
aircraft at Leipzig-Halle airport; a second drone reportedly struck an aircraft; the airport was
closed while the device was defused by robot [7].

* 12 August 2026: Germany's military chief warned publicly that Russian drones are deliberately
testing NATO's defences [Stars and Stripes, 12 August 2026].

* 1 September 2026: Interior Minister Alexander Dobrindt formally attributed the Leipzig attack
to "low-level agents... on behalf of Russian state entities"; Berlin ordered the Russian consulate
in Bonn closed (effective 18 September), moved to close the Russian House in Berlin, summoned
Russia's ambassador, and proposed new EU designations — the sharpest German response of
the hybrid campaign [7][10].

e 6 September 2026: The AfD recorded its strongest state-level result to date in the
Saxony-Anhalt election, campaigning explicitly on ending Ukraine aid and normalising Russia
relations [15][16].

* 8 September 2026: NERAI indices show Germany Political Instability at 36.1/100 (89th
percentile, RISING), Government Instability at 24.1/100 (79th percentile, RISING), and the
Germany-Russia bilateral Tension Index at 24.1/100 (73rd percentile, recent easing but elevated
vs long-term baseline) [NERAI data, 8 September 2026].
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What Each Side Is Signalling and Why (ASSESSMENT)

Russia's Calculus: Russia is testing Germany specifically because Berlin is NATO's geographic,
economic, and political centre of gravity. If Germany fractures — either by internal political collapse
(AfD coalition withdrawal from NATO commitments) or by intimidation into neutrality — NATO's
eastern flank becomes indefensible. The hybrid campaign is designed to operate BELOW Article 5
thresholds (no direct military attack, no mass casualties) while imposing cumulative costs:
infrastructure disruption raises economic stress, the Papperger plot created personal-security
concerns for the defence-industrial elite, GPS jamming degrades military readiness, espionage
penetrates logistics, and information operations amplify the AfD's anti-NATO messaging. The goal is
NOT to trigger Article 5 — that would guarantee NATO cohesion — but to AVOID it while making
Germany's role as NATO's logistics hub and Ukraine's arsenal untenable (HIGH CONFIDENCE). The
NERAI data supports this reading: Russia's asymmetric deteriorating-relations signal toward
Germany (18.7/100) is more than double Germany's toward Russia (8.4/100), indicating Moscow is
the escalator. Russia's Dispute Settlement index spiked to 42.4/100 (+70% in one week, 100th
percentile) — a stabiliser signal meaning Russia is diplomatically active, but the historical base rate
shows this intensity either de-escalates or collapses into renewed crisis. | interpret this as Russia
testing diplomatic off-ramps (likely tied to Ukraine negotiations) while maintaining hybrid pressure
as leverage. If diplomacy fails, escalation resumes (MODERATE CONFIDENCE). Why Germany?
Because Germany is the ONLY major European power with both the capability to lead a European
deterrence architecture AND a domestic political base that is ambivalent about doing so. France has
the will but limited mass (nuclear deterrence, land forces sized for expedition); Poland has the will
and growing capability but is too exposed (borders Belarus/Kaliningrad) to lead without German
backing; the UK is post-Brexit and geographically insulated. Germany has the industrial base, the
fiscal capacity, and the geographic position — but also majority public opposition to full conscription,
the AfD polling in the low twenties nationally, and a political class still processing the Zeitenwende
shock. If Russia can paralyse Germany through internal politics or intimidation, the architecture
collapses. This is why the Papperger plot targeted a CEO, not a politician — it was a message to
Germany's defence-industrial elite that their personal safety depends on backing off (HIGH
CONFIDENCE).

Berlin's Deterrence-by-Denial Build-Up: Germany is crossing thresholds it spent 75 years avoiding.
The debt-brake exemption, the 460,000-strong combat-ready force target with maximised readiness
by 2029, and the grey-zone shift — active counter-hybrid measures and formal attribution — are
irreversible shifts [5][7]. Berlin is NOT seeking escalation — the Merz coalition explicitly frames this
as deterrence, not offence — but it IS accepting that deterrence requires capability to deny Russia
achievable objectives. This means Germany must be able to absorb hybrid pressure, sustain Ukraine
militarily, and defend NATO's eastern flank WITHOUT triggering Article 5 unless Russia crosses into
direct attack. The 2029 timeline is the deadline: if Germany reaches 2029 with operational forces,
an integrated European defence-industrial base, and Ukraine still armed, Russia's window for a fait
accompli closes (HIGH CONFIDENCE). The domestic constraints are real. The AfD's record
Saxony-Anhalt result is a warning signal — if the AfD enters federal coalition in 2029, Germany's
posture reverses: its platform explicitly calls for ending Ukraine aid, normalising Russia relations,
and abandoning NATQO's "provocative" forward posture [16]. The Merz coalition is AWARE of this risk,
which is why it is racing to lock in structural commitments (SAFE, EDIP, bilateral defence treaties
with Poland) that survive government change. The new military-service model is the riskiest
element — majority public opposition to full conscription means it could backfire electorally, but
Berlin argues it is necessary to demonstrate to Russia that Germany can mobilise if required. My
assessment: Germany will NOT implement full conscription before 2029 unless Russia escalates
beyond current levels; the voluntary-first model is signalling, not mobilisation (MODERATE
CONFIDENCE).
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Scenarios and Forecast Probabilities (12-Month and 36-Month Horizons)

| assign probabilities using this methodology: (1) base rates from 1950-2024 NATO-Russia
interactions (no direct conflict despite multiple crises); (2) NERAI bilateral and military indices
(current tension at 73rd percentile, military escalation FALLING but dispute settlement EXTREME
and likely to collapse); (3) historical analogues from the NERAI quantitative cross-analysis; (4)
Russian operational capacity (attrited in Ukraine, limited power-projection beyond hybrid); (5)
German domestic constraints (AfD polling, coalition fragility, public opinion). Probabilities are
ANALYST ESTIMATES, not NERAI model outputs, calibrated against Cold War base rates and current
structural conditions.

Scenario 1: Managed Friction (Grey-Zone Harassment Below Article 5)
Probability: 12-month: 50-60% | 36-month: 40-50%

Description: Russia continues hybrid operations (GPS jamming, cyber intrusions, infrastructure
sabotage, information campaigns) at current or slightly elevated intensity, but avoids kinetic
contact. Germany absorbs the pressure, hardens infrastructure, and accelerates defence build-up.
NATO conducts Article 4 consultations (2-3 times over 12 months) but does not invoke Article 5. The
bilateral Tension Index oscillates between 20-35/100. The Ukraine war stabilises at reduced
intensity or ends in negotiated settlement by mid-2027. Germany reaches 2029 with operational
forces and integrated European defence, deterring Russian escalation.

* Triggers to Watch: NERAI Germany-Russia Tension Index remains below 35/100 over
consecutive months. — No incidents causing casualties or mass infrastructure failure. — Ukraine
Dispute Settlement index sustains above 40/100 (negotiation active). — German domestic
politics: AfD polling remains below 25%; no coalition collapse.

e Transmission Channels: Baltic shipping war-risk premiums remain elevated but stable; no
major insurance withdrawal. — Energy: TurkStream and Norwegian LNG flows continue; no
cut-offs. — Trade: Germany-Russia trade remains near-zero (sanctions hold); no
secondary-sanctions escalation affecting third countries.

What Would Falsify: A single casualty-causing incident (e.g., sabotage kills German personnel, drone
strike on a military base) flips this to Scenario 2 or 3. Russia resuming large-scale operations in
Ukraine post-2027 invalidates the stabilisation assumption. Rationale: This is the baseline because it
reflects the current equilibrium — Russia lacks capacity for large-scale operations while committed
in Ukraine, and Germany is building deterrence faster than Russia can rebuild offensive capability.
The NERAI data shows Russia's Military Escalation FALLING (36.6/100, down from 90-day average),
indicating reduced kinetic activity. The Dispute Settlement spike suggests Russia is testing
diplomatic channels, likely tied to Ukraine. If diplomacy keeps Russia engaged through 2027, the
friction stabilises. Base rate supports this: NATO and Russia have managed dozens of crises since
1950 without direct war.

Scenario 2: Sharp Incident with Kinetic Contact, Controlled
De-escalation

Probability: 12-month: 25-35% | 36-month: 40-50%

Description: A specific hybrid incident escalates to kinetic threshold: (a) German air defence shoots
down a Russian drone over German territory after it penetrates restricted airspace; (b) sabotage
causes casualties (e.g., rail/infrastructure disruption kills workers or civilians); (c) Russian special
forces caught in Germany in a plot attempt, leading to firefight; (d) collision in the Baltic Sea
between German/NATO and Russian naval/air assets. Germany invokes Article 4 (consultations)
immediately; NATO conducts an emergency North Atlantic Council session; both sides signal desire
to de-escalate; Russia claims "misunderstanding" or "rogue element"; Germany accepts a
face-saving off-ramp; the incident is contained within 72 hours. The bilateral Tension Index spikes to

© NERAI Strategic Insights Lab — Page 18 — Lead Analyst: Serhan Ayik



NERAI Strategic Insights Lab - Research Brief NERAI-UNRESTRICTED

50-70/100 but returns to 30-40 within weeks. No Article 5 invocation. The relationship resets at
higher baseline tension but without sustained war.

* Triggers to Watch: NERAI Germany-Russia Tension Index spikes above 50/100 within a 7-day
window. — NERAI Russia Military Clash index (currently 35.3/100, FALLING) reverses and rises
above 50/100. — Media reports of German air-defence activations, naval close-encounters, or
"active measures" by German security services. — Immediate NATO Article 4 consultation
announced publicly.

* Transmission Channels: Baltic shipping: immediate war-risk premium spike (5-10x pre-incident
baseline for 48 hours), then gradual decline; some insurers suspend coverage temporarily; traffic
diverts around Kaliningrad for 1-2 weeks. — Energy: spot LNG and pipeline-gas prices spike
10-20% for 48 hours on fear of cut-off, then normalise if de-escalation holds. — Financial
markets: VIX spikes to 25-35 intraday, then reverts if de-escalation confirmed; flight to
Bunds/Treasuries; euro weakens 2-3% vs dollar intraday.

What Would Falsify: If casualties exceed 10, or if Russia refuses de-escalation and escalates further
(e.g., retaliatory strike), this flips to Scenario 3. If Germany does NOT invoke Article 4, it signals
weakness and emboldens Russia, increasing probability of repeat incidents. Rationale: Historical
precedent — the 2015 Turkish shoot-down of a Russian Su-24 over Syria; the 1983 KAL 007
shoot-down; multiple Cold War close-encounters. In each case, initial kinetic contact was followed by
controlled de-escalation because neither side wanted full war. The 25-35% 12-month probability
reflects: (a) Germany and Russia operating in close proximity (Baltic, airspace over eastern
Germany); (b) hybrid operations increasing accident probability; (c) both sides having pre-planned
de-escalation protocols (the NATO-Russia Council, though suspended, retains back-channels). The
40-50% 36-month probability reflects cumulative risk — the longer the confrontation persists, the
higher the probability of at least one kinetic incident.

Scenario 3: Sustained Hybrid Campaign Triggering Article 4/5
Consultations, NATO Collective Response Short of War

Probability: 12-month: 10-15% | 36-month: 15-25%

Description: Russia launches a SUSTAINED campaign (not a single incident) over weeks or months:
multiple infrastructure sabotage operations, cyber attacks disabling critical services (power grid,
telecoms), assassination attempts against multiple targets, and/or overt military posturing (snap
exercises near the German border, simulated strikes on German targets). The cumulative effect
crosses the Article 5 "armed attack" interpretive threshold even though no single incident qualifies.
Germany invokes Article 5; NATO conducts formal consultations; the alliance agrees on collective
measures short of war: (a) pre-positioned forces in Germany/Poland increase; (b) NATO
cyber/electronic warfare units deploy; (c) economic countermeasures (secondary sanctions on
third-country enablers); (d) military "active defence" authorised (NATO forces engage hybrid actors
in real-time). Russia threatens escalation but does not follow through; the crisis stabilises at a higher
tension baseline. The Ukraine war ends in negotiated settlement, removing Russia's bandwidth
constraint; Russia pivots hybrid focus fully to NATO.

e Triggers to Watch: NERAI Germany-Russia Tension Index sustains above 60/100 for multiple
consecutive weeks. — NERAI Russia Military Escalation index reverses from the current FALLING
trend and rises above 60/100. — Multiple NATO members report concurrent Russian hybrid
operations (e.g., Poland, Baltics, Germany simultaneously targeted). — Formal NATO Article 5
invocation announced by the German government.

* Transmission Channels: Baltic shipping: sustained insurance crisis; major carriers (Maersk,
MSC, CMA CGM) suspend Baltic routes; traffic diverts to North Sea ports (Rotterdam, Hamburg,
Jade-Weser) with 10-15% cost increase; container spot rates on Baltic routes spike 50%+. —
Energy: Russia threatens but likely does NOT cut TurkStream flows to TUrkiye/Southern Europe
(would alienate Ankara); Norwegian supply becomes critical; Germany activates gas-rationing
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contingency plans (industry curtailment, not household). — Defence-industrial supply chains:
European ammunition production accelerates to war footing; South Korea/Japan prioritise
European contracts; US reconsiders NATO withdrawal.

What Would Falsify: If NATO does NOT agree on a collective response (e.g., a US administration
refuses Article 5 enforcement), Germany is isolated and likely capitulates to Russian pressure — this
would be a catastrophic alliance failure and is the scenario Russia is probing for. If this happens, the
European defence architecture collapses. Probability of US refusal: 5-10% (rhetoric notwithstanding,
the Pentagon and Congress would likely override on Article 5). Rationale: This scenario requires
Russia to CHOOSE escalation to Article 5 thresholds, which is strategically risky unless Moscow
judges NATO will fracture (specifically, that the US will not back Germany). The 10-15% 12-month
probability reflects: (a) Russia is currently attrited and lacks bandwidth for a sustained hybrid
campaign while fighting in Ukraine; (b) the Dispute Settlement spike suggests Russia is exploring
de-escalation, not escalation; (c) the historical base rate for Article 5 invocation is near-zero (only
post-9/11, and for a non-state threat). The 15-25% 36-month probability increases because: (a) if
the Ukraine war ends in 2027, Russia's bandwidth constraint lifts; (b) cumulative hybrid friction
increases the probability of crossing the Article 5 threshold even unintentionally; (c) Russian
domestic politics may demand external escalation if economic conditions worsen post-war.

Scenario 4: Direct Armed Conflict (Germany/NATO-Russia)
Probability: 12-month: 2-5% | 36-month: 5-10%

Description: Full-scale military conflict between NATO and Russia, triggered by one of the following:
(a) Russia conducts an overt strike on a German/NATO military target (e.g., airstrike on Ramstein,
missile attack on a German base); (b) cascading escalation from Scenario 2 or 3 where de-escalation
fails; (c) Russia misjudges NATO resolve and launches a limited offensive (e.g., seizure of the
Suwatki Gap in Poland-Lithuania, thinking NATO will not respond); (d) accidental escalation (e.g.,
misinterpreted sensor data, rogue commander). NATO invokes Article 5; collective defence is
activated; conventional war in Eastern Europe (Poland, Baltics, possibly Germany as rear-support
hub). Duration: weeks to months (Russia lacks capacity for sustained operations; NATO has
overwhelming conventional superiority if the US is engaged). Outcome: NATO conventional victory
but catastrophic economic/humanitarian costs; nuclear escalation risk NON-ZERO but contained
(both sides avoid strategic exchange).

* Triggers to Watch: NERAI Russia Military Escalation index rises above 80/100 AND sustains for
multiple weeks. — NERAI Germany-Russia bilateral Military Clash index (currently 0.024 for
Germany, 0.110 for Russia) spikes to >0.200 for Russia (indicating operational-level clash
preparation). — Open-source reporting of Russian force mobilisation near NATO borders (not
exercises, but troop/logistics build-up). — US/NATO pre-deploys additional divisions to
Poland/Germany.

* Transmission Channels: Baltic/Black Sea shipping: complete closure; global commodity supply
chains severed (roughly a fifth of global grain, a large share of fertiliser, and a tenth of oil transit
these corridors). — Energy: Russia cuts all gas/oil to Europe; Europe activates emergency
reserves; global oil spikes to $150-200/bbl within days (indicative analyst scenario — not
observed market pricing; requires broker validation); rationing; recession. — Financial markets:
global equity crash (30-50% drawdown within weeks); flight to USD/CHF/JPY; credit markets
freeze; central banks emergency liquidity operations.

What Would Falsify: Any evidence that Russia is preparing for negotiated settlement in Ukraine
(sustained NERAI Dispute Settlement above 50/100 combined with force drawdowns) pushes this
scenario's probability toward zero. If Germany's AfD enters coalition in 2029 and withdraws from
NATO commitments, this scenario also becomes moot (Germany would not be in the conflict).
Rationale: This is the TAIL RISK, deliberately kept at low probability consistent with Cold War base
rates. NATO and Soviet Union/Russia have NEVER fought direct war despite 75 years of
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confrontation, multiple crises, and proxy wars. The restraint is structural: both sides possess nuclear
weapons, and neither believes it can win a nuclear exchange. The scenario is NON-ZERO because:
(a) Russia has demonstrated willingness to accept catastrophic costs (the Ukraine war); (b) hybrid
escalation increases accident probability; (c) if Russia concludes NATO will fracture (US refuses
Article 5), it may gamble on a limited offensive. The 2-5% 12-month probability reflects current
constraints (Russia attrited, Germany deterring, diplomacy active). The 5-10% 36-month probability
reflects cumulative risk IF the Ukraine war ends badly for Ukraine AND Russia misjudges NATO
resolve AND German domestic politics fracture. This is the scenario German and European
intelligence are building capacity to deter — the goal is to make it IMPLAUSIBLE, not just unlikely.

Critical Note on "War by 2029" Language

German defence officials' "ready for war by 2029" framing is a READINESS PLANNING ASSUMPTION,
not a forecast. It means: Germany is treating 2029 as the deadline by which it must have
operational forces capable of deterring or fighting Russia IF Russia chooses conflict. This is NOT a
prediction that war will occur in 2029; it is a PLANNING HORIZON. Conflating the two is an analytical
error. The scenario probabilities above are MY forecasts, informed by NERAI data and base rates;
they are NOT German government forecasts (BINDING CLARIFICATION).

WHAT TO WATCH: KEY INDICATORS (NEXT TWO QUARTERS, Q4
2026 - Q1 2027)

The following are specific, dated, checkable indicators that will resolve uncertainty on the scenarios
above. Monitor these as early-warning signals:

* 1. German Bundestag Defence Budget Vote (October-November 2026): The Merz coalition
must pass the 2027 defence budget, which carries the debt-brake-exempt allocation. A vote
passing with broad support confirms structural commitment; a narrow pass or failure signals
domestic fracture. Watch for coalition defections or AfD procedural obstruction.

* 2. SAFE Contract Awards (Q4 2026 onward): SAFE loans began flowing to 19 member states in
2026; watch the first joint-procurement contract awards, European-preference compliance (65%
EU/EEA/Ukraine content), and whether UK- or Canada-linked projects appear following their
participation agreements [1][3].

* 3. Turkiye-EU Milestones: Watch the next EU-Turkiye high-level dialogue for (a) customs-union
modernisation movement, (b) any SAFE third-country signal, or (c) stalemate. Progress deepens
Tarkiye's integration; collapse keeps it transactional [11][12].

* 4. Germany-Russia Bilateral Incident Tempo (Weekly Monitoring): Track the frequency of
reported hybrid incidents (drone incursions, sabotage, espionage arrests) via German Federal
Criminal Police (BKA) and Federal Intelligence Service (BND) disclosures. If incident tempo RISES
above the current baseline (1-2 significant events per month), it increases the probability of
Scenario 2 or 3. If tempo FALLS (no major incidents for 84+ weeks), it supports Scenario 1
(managed friction).

* 5. NERAI Germany-Russia Bilateral Tension Index (Weekly Monitoring via NERAI Platform): If
the index sustains above 35/100 for four consecutive weeks, it signals structural deterioration
and increased Scenario 2/3 probability. If it falls below 20/100, it signals de-escalation success.
Current level: 24.1/100 (73rd percentile) [NERAI, 8 September 2026]. Thresholds: >35 =
escalation watch; <20 = stabilisation confirmed.

* 6. Bundeswehr Recruitment and Retention Numbers (Quarterly, Published by German MoD):
The 260,000 active-force component of the 460,000 combat-ready target requires sustained
recruiting growth from today's ~180,000. Watch whether the new service model and increased
spending attract personnel; sustained shortfalls make the 2029 target unachievable without full
conscription (politically difficult) [5].
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e 7. Ukraine Air-Defence Deliveries (Monthly Tracking): Track European air-defence deliveries to
Ukraine — and the live European debate over South Korean interceptor contributions [8][9] — via
Ukrainian MoD announcements and open defence-industry reporting. On-schedule deliveries
signal Europe is sustaining Ukraine as its first line; stalls signal domestic pushback or
supply-chain constraints.

* 8. Russia Dispute Settlement Index (Weekly Monitoring via NERAI): Currently spiked to
42.4/100 (100th percentile, EXTREME). If this index sustains above 40/100 for multiple
consecutive weeks, it indicates Russia is engaged in serious diplomatic efforts (likely
Ukraine-related), which reduces near-term escalation probability. If it collapses back to <25/100
(historical baseline), it signals diplomacy has failed and friction resumes. The historical base rate
shows this intensity either eases or collapses, rarely sustains [NERAI Russia quantitative
cross-analysis, 8 September 2026].

* 9. AfD Federal Polling (Monthly Tracking): If AfD polling rises above 25% nationally, it increases
the probability of AfD entering coalition after the 2029 federal election, which would reverse
Germany's defence posture. If AfD polling falls below 18%, it reduces the tail risk. Current:
reported around 22% (September 2026) [15].

* 10. Baltic and Black Sea Chokepoint Transit Levels (Weekly via IMF PortWatch / NERAI Maritime
Corridors): Monitor Bosporus Strait tonnage (currently -31% vs baseline) and Baltic
container/tanker traffic. If traffic falls below -50% vs baseline and sustains, it signals major
insurance/operational disruption consistent with Scenario 3 escalation. If traffic recovers toward
-10% vs baseline, it signals stabilisation [NERAI Maritime Corridors, 7 September 2026; IMF
PortWatch, live datal.

IMPLICATIONS FOR TRADE AND CORRIDORS

Europe's rearmament and the Germany-Russia trajectory carry four primary transmission channels
to global trade and corridors: Baltic Sea maritime security, Black Sea transit viability, North Sea
energy infrastructure, and defence-industrial supply-chain reconfiguration. Each operates on a
different timeline and with different insurance/pricing dynamics.
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Baltic Sea: War-Risk Premiums and Infrastructure Vulnerability

The Baltic Sea is NATO's internal waterway in peacetime but becomes a contested domain under
Scenarios 2-4. Current conditions reflect elevated friction without crisis: NERAI maritime corridor
data shows Baltic container traffic at normal levels, while insurance-market reporting points to
elevated war-risk premiums relative to pre-2022 (indicative analyst reading — not observed market
pricing; requires broker validation). The Bosporus Strait (Black Sea gateway) is already at -31%
transit vs baseline, and the Baltic has not (yet) followed that trajectory because the hybrid incidents
(GPS jamming, suspected cable sabotage) have not caused vessel casualties or major delays.
Scenario 2 transmission: a sharp incident (e.g., a Russian drone shot down over German waters, or
sabotage causing casualties) would trigger immediate premium spikes, temporary suspension of
coverage by select insurers, and traffic diversions around Kaliningrad-controlled waters. The impact
would be CONTAINABLE if de-escalation occurs within 72 hours, because alternative routes (via the
Kiel Canal and North Sea ports) exist, though at a 10-15% cost premium. Baltic ports — Gdansk,
Klaipéda, Riga, Tallinn, St. Petersburg (Russian, sanctioned) — would see volume drops of 20-30%
for 2-4 weeks, then recovery. Scenario 3 transmission: a sustained hybrid campaign would force
major carriers (Maersk, MSC, CMA CGM) to suspend Baltic routes entirely, shifting container traffic to
North Sea hubs (Rotterdam, Hamburg, Bremerhaven). This would add 3-5 days transit time for
Polish/Baltic exports and increase costs by 15-25%. Gdansk's container terminals handle on the
order of two million TEU a year; rerouting that volume through Hamburg would strain German port
capacity and inland logistics. The economic cost to Poland/Baltics would be significant —
export-dependent economies cannot absorb 15-25% logistics-cost increases without GDP impact
[analyst logistics-cost estimate]. Scenario 4 transmission: full conflict closes the Baltic to
commercial traffic entirely. This is historically unprecedented in the modern era but not implausible
— the Baltic becomes a military operating area, mined or actively patrolled by both sides, and
insurance becomes unavailable at ANY price. The global impact is LIMITED because the Baltic is not
a critical oil/gas chokepoint (unlike Hormuz or Malacca), but it IS critical for Poland/Baltic/Nordic
trade and for Russian oil exports via Primorsk and Ust-Luga (already under sanctions but still
supplying India/China via shadow fleet). Closure would require full rerouting of Nordic-European
trade via the North Sea, adding weeks and 30-50% cost [analyst scenario, not observed].

Black Sea: Persistent Disruption, Stable at High Cost

The Black Sea is ALREADY in a state of persistent disruption. The -31% Bosporus Strait transit vs
baseline reflects the collapse of Ukrainian grain exports via Odesa (partially restored via the
Ukrainian humanitarian corridor and Danube routes but at reduced volumes), the rerouting of
Russian oil exports from Novorossiysk, and elevated war-risk premiums for Black Sea calls [NERAI
maritime corridors, 7 September 2026]. This is the NEW NORMAL — the Black Sea will not return to
pre-2022 levels unless the Ukraine war ends AND Turkiye maintains neutrality (allowing transit) AND
Russia ceases hybrid naval operations. The Germany-Russia trajectory does NOT significantly
worsen Black Sea conditions because the bottleneck is already at maximum: the war in Ukraine is
the binding constraint, not Germany-Russia bilateral friction. However, Turkiye's role is the wildcard:
if Russia pressures Turkiye to close the straits to NATO resupply (Scenario 3 or 4), Turkiye invokes
Montreux — and the Black Sea becomes a closed Russian-Turkish condominium, severing Ukraine's
maritime lifeline and Romania/Bulgaria's forward trade routes. NERAI's Varna-focused port analytics
(see platform panels below) track exactly this exposure.
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North Sea: The Energy-Infrastructure Inheritance

The North Sea inherits the sabotage-risk profile that Germany's airports and the Baltic's cables carry
today. Norway is now Europe's single largest gas supplier, its offshore pipelines and interconnectors
the highest-value fixed targets in the European energy system — which is precisely why Oslo has
maintained intensified patrols with allied support since the Nord Stream destruction, and why
critical-infrastructure protection sits as an explicit strand of the EU preparedness agenda and NATO
Baltic Sentry activity [7]. Under Scenario 1 this remains a monitoring cost; under Scenarios 2-3 any
credible threat to Norwegian delivery infrastructure transmits instantly to TTF gas prices and to
German industrial-curtailment planning. The asymmetry matters: unlike Baltic shipping, Norwegian
gas has no re-routing option — protection, not diversion, is the only mitigation (MODERATE
CONFIDENCE).

Defence-Industrial Supply Chains: A Demand Shock Inside Civilian Logistics

Rearmament is a demand shock moving through the same networks that carry civilian trade.
Ammunition plants, armour lines and air-defence production compete for steel, explosives
precursors, semiconductors and — critically — eastern-corridor rail capacity used to move heavy
equipment toward the NATO flank. As European shell capacity climbs toward the ~2-million-round
annual mark and Indo-Pacific suppliers feed European stockpiles [8][14], logistics planners should
expect recurring congestion on the German-Polish rail axis, priority-cargo displacement of
commercial flows during exercise cycles, and defence-driven price pressure in specialty steel and
energetic materials. For corridor operators this is also an opportunity: the hinterland routes that can
guarantee military mobility windows without crowding out commercial traffic will attract both EU
military-mobility funding and premium civilian custom (MODERATE CONFIDENCE).
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SOURCES & METHODOLOGY — NERAI layers: country risk indices, bilateral/asymmetric signals, 12-month forecasts,
quantitative cross-analysis, maritime corridors, commodity context (all as of 7-8 September 2026). External facts
verified against the primary sources listed above; where a specific figure could not be verified, it was generalised or
removed rather than estimated. Scenario probabilities are analyst estimates calibrated against 1950-2024
NATO-Russia base rates and NERAI model outputs (whose 4-week top-decile shock precision runs at 50.5% against a
31.8% base rate, out-of-sample ECE 1.1%); ranges reflect genuine uncertainty. Corrected edition v2 (9 September
2026): the factual layer of the original generation was re-verified line-by-line; approximately two dozen unsupported
specifics (instrument sizes, dates, attributions) were corrected against primary sources or removed. This report is
analysis, not investment or legal advice.
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Unretouched renders of the NERAI platform's own dashboard panels, generated from the same live data at report
time.
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