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Iraqgi security forces (ISF) launched a significant operation to recapture Mosul, which is expected to continue
in the coming months given the severe opposition from ISIS. In Syria, military operations escalated in Aleppo
and the campaign against Ragga started. Tensions arose in Eastern Europe given the recent military build-
up by both Russia and NATO throughout the area. North Africa remained on the spotlight with tensions on
Morocco on the rise and economic collapse in Libya which aside the situation in Middle East will maintain the
refugee’s crisis well alive. Meanwhile, Latin America, Western Europe and Asia remained calm, despite
some hotspots such as Hong Kong social unrest.

Geopolitical conflicts continued to be in the spotlight during October...
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ISF made significant gains in Mosul
ISF advanced into the eastern and south-eastern
%b ; districts of Mosul for the first time since ISIS took it in
-'i, ‘} 2014, signalling the start of a long operation.
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The BBVA Research World Conflict Intensity Index" decreased in October, but it is still at extreme
levels and above the long-term average. The main developments during the month were:

e lIragi security forces launched large-scale operations to recapture Mosul during the month,
making significant gains in the area. Although the Coalition is expected to recapture the city in the
end, the battle is expected to continue throughout the month given the fierce opposition by ISIS,
which is actively defending its territory. In Syria, Russia set conditions for a military escalation in
Aleppo, following a series of 'humanitarian pauses' during the month. Russia deploys its Admiral
Kuznetsov aircraft carrier to Eastern Mediterranean near Syria with a group of warships, signalling
intensified offensive against anti-Assad forces. The Syrian armed opposition also launched a
significant offensive in the city. The Coalition also launched further operations against ISIS in

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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Ragga, coinciding with the ongoing operations in Mosul. Nonetheless, despite major setbacks for
ISIS in its core territory, the group carry out further attacks in Syria and Iraq, as well as in new areas
in the neighbouring countries. Turkish military involvement in Syria and Iraq is also on the rise
and more fierce battles are expected in the following months.

e In Eastern Europe, tensions increased given the recent military build-up by Russia and NATO
around the Russian borders. NATO’s move is a response to Russian deployment in the Baltics as a
signal to deter future Russian hostilities on European territory. In Ukraine, Russian forces continued
violating the ceasefire in eastern Ukraine and opened fire on Ukrainian troop positions in Luhansk,
Donetsk and Mariupol.

e In Asia, tensions surrounding territorial claims in the South China Sea seemed to ease after the
President Duterte’s visit to China. China has now stated that its vessels won’t prevent Philippine boats
from resuming fishing activities in the Scarborough Shoal. After a calmer situation during October, North
Korea could be preparing for another test shortly, which would be the ninth launch of the missile.
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. while social unrest mildly eased during the month
The World Protest Index eased during October (as shown by our BBVA Research World Protest Intensity
Indexz). According to the BBVA Research World Protest Intensity Map, the key takeaway facts were:
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* In Asia, the situation remained calm. Protests
eased off in Hong Kong during October, but erupted
again at the beginning of November, while remaining
high in India and Pakistan.
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Summing up

Fierce fighting could be expected in the short-term in the Middle East given the Coalition offensives in Syria
and Iraq, ISIS’ opposition and the greater Turkish involvement in the area. Pressures increased in Eastern
Europe after recent Russian and NATO military movements, while they calmed in the South China Sea. US
presidential elections came into the spotlight, weaking up some tensions and uncertainties in the near future.

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.



