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Despite the pro-regime forces and the Iraqgi Security Forces continued the advance and recovery of part of
the ISIS core terrain, several ISIS attacks took place during the month in Syria and Iraq and abroad in Saudi
Arabia, Libya, Egypt, Afghanistan, Bangladesh and Europe (Germany and France), pursing its strategy to
destabilize the West and expand its influence around the globe. Violence also intensified in eastern Ukraine
given clashes between government forces and pro-Russia forces, which aim to trigger early elections in the
country. Social unrest in North Africa remains worrisome, while it has eased off in most Latin American
countries and Europe. In Asia, the Hague ruling in favour of the Philippines is set to escalate tensions over
the disputed water.

Geopolitical conflicts around the world increased during July...
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The BBVA Research World Conflict Intensity Index" continued going upwards during July mainly due
to I1SIS-linked attacks during the month and the intensification of some regional conflicts:

- In Syria and Iraq, despite some sizeable ISIS attacks, pro-regime forces and the Iraqi Security
Forces (ISF) continued advancing to recover part of ISIS core terrain. In Syria, pro-regime forces
fully encircled Aleppo, isolating the main stronghold of opposition groups in Northern Syria. This will lead
to a new "large-scale humanitarian operation”, which risks of a new refugee crisis. Encirclement of
Aleppo would not end the conflict but more fighting in rebel held areas in Aleppo should be expected.
Nonetheless, Assad regime has sustained its upper hand. In Iraq, despite some ISF advances during the
month, ISIS's continued to penetrate secured areas in Baghdad with significant attacks, thus, increasing
risks.

- New ISIS-linked attacks took place in Saudi Arabia, Libya, Egypt, Afghanistan, Bangladesh and
Europe (France and Germany). Moreover, ISIS-linked arrests in Tunisia, Kuwait, Iran, and India over
Ramadan highlight the group's growing support network and capabilities outside of its core terrain.

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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- In Eastern Europe, violence in eastern Ukraine increased again during July. Pro-Russian actors are
taking advantage of the eruption of clashes at the end of the month in Ukraine to trigger snap
parliamentary elections in order to bring pro-Russian and populist parties to power and start rebuilding
the client regime, which would be a major geostrategic victory for President Putin. The conflict intensity
index in the Caucasus remained stable, while instability in the Balkans increased.

- In Asia, maritime disputes in the South China Sea have come to the fore after The Hague
announced its ruling in favour of the Philippines on July 12th. The Permanent Court of Arbitration
(PCA) announcement in essence rebukes almost all of China’s claims in the South China Sea. Beijing
immediately rejected the PCA decision and vowed to protect its historic and economic rights in waters
claimed as its own. This led to an escalation of tensions at sea (see our hot topic The Hague Ruling is
set to escalate tensions and later negotiations). On the other hand, North Korea’s weapon development
programs are developing at a rapid pace. Pyongyang is building larger ballistic missile submarine pens
off its east coast, while missile tests have become more common.
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. in line with social unrest
The World Protest Index increased in July (as shown by our BBVA Research World Protest Intensity
Indexz), well above the long-term average. According to the BBVA Research World Protest Intensity
Map, the key takeaway facts were the following:

Figure 4 . . .
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* In Western Europe, social unrest declined after last
month’s political noise led by the Brexit. Greece
continued being the key hot spot, although this
eased mildly with respect to previous months.

* In Emerging Europe, some pressures in the
Balkans still proved significant. Pro-democracy
demonstrations erupted in Turkey just after the failed
coup attempt, by the end of the month the situation
had stabilized again. Continued protests were also
evident in Kazakhstan and Georgia, increasing in
Azerbaijan and Armenia, while easing off in Russia.
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Ma * In Asia, demonstrations remained limited, mainly
ilippines
India focused on Hong Kong, India and Pakistan.

Pakistan

Tensions also arose during the month in Afghanistan
ProtestIntensity: Low g ) .
and Korea and eased off in Indonesia.

* In North Africa and the Middle East, the critical
situation persists and protests spread throughout
the area. Social unrest worsened in Morocco,
Algeria and Iran; continued at extreme levels in
Libya, Tunisia, Egypt, Jordan and Syria; while
demonstrations eased off in Iraq and Yemen.
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* In Latin America, social tensions eased in Mexico,
Brazil and Chile, continued to be worrisome in
Venezuela.

.Source: www.dgelt.org & BBVA Research

Summing up

Ramadan led to significant ISIS attacks that continued during the month. Instability spread across the MENA
region despite some ISIS setbacks on its core terrain. On the other hand, social unrest eased in Europe after
the political noise given off by the Brexit decision, as well as in most Latin American countries. The South
China Sea territorial disputes are set to escalate in the short term given that China is going to assert its
control and repudiate the ruling.

2: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers
no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no
guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be
aware that under no circumstances should they base their investment decisions in the information contained in this
document. Those persons or entities offering investment products to these potential investors are legally required to
provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorized by BBVA.



