I BBVA Geo-World Monthly Update

January 2017

GEOSTRATEGIC ANALYSIS

Geo-World: Conflict & Social Unrest -
January Update

Alvaro Ortiz / Tomasa Rodrigo

The usual “known unknowns” continue to be alive and new ones could join this year. In the short term, the
anti ISIS offensive continues and still far from being solved. Meanwhile the long lasting conflict between
Russia and Ukraine looks to escalate. North Africa and the Middle East will continue to be the main hot
spots in 2017, but higher political and geopolitical uncertainties could arise all over the world. The rise of
populism and constrains to the flows of people (anti-immigration) and trade (protectionism) will challenge the
international rules and globalisation. The new agenda by the US administration and the response of China,
Russia and the Middle East, as well as uncertainties in Europe (elections and the Brexit) will continue to
shape the dynamics of the geopolitics of the coming years.

Anti ISIS offensive continues while Russian-Ukraine conflict revives
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BBVA Research world conflict map 2016-17 Pro- regime forces took full control of Aleppo,

(cumulative number of conflicts/ total events) while ISIS retook Palmyra. Russian military
operations intensified during the month

ey \ ,'..". i .q.;. Important setbacks suffered by ISIS on the ground
~i-.3'?_ : .:;'-"' «‘:,‘.-,:5 o A . and recent attempts to arrange a cease-fire.
. ?I\'-‘a'. R b , ,
Co AN ...:..';.ﬁ;.:&‘.f : : Iraqi security forces recaptured eastern Mosul
r\ e E‘ E{’l’_"-"': ‘ L‘?{@! Important ISF advances took place around Mosul,
g e R ',‘."% e - while ISIS launched several attacks on either side of
. PAVCRSRIRG Vi T the Euphrates.
.. o - R . .o b
. ., 0 ol . Escalation between Russia and Ukraine
. ‘s # The worst fighting in several months and the first test
855 & of the new US administration reaction

Source: www.dgelt.org & BBVA Research

The BBVA Research World Conflict Intensity Index" increased in January for the second consecutive
month, moving above its long-term average. The main developments during the month were:

e lIragi Security Forces continued to advance in Mosul, recapturing the eastern area and making
significant progress in the northern and south-eastern neighbourhoods. However, ISIS launched
several attacks around Tikrit, Diyala and the Euphrates River Valley to continue to re-establish its
presence in its historical support zones. In Syria, pro-regime forces took full control of Aleppo and
Russia conducted aggressive air operations to clear the suburbs of the city. Meanwhile, ISIS exploited
the efforts of pro-regime forces in Aleppo to recapture Palmyra (an oil rich city). Russia, Turkey, and
Iran’s commitment to reinforce a nationwide cessation of hostilities in Syria remained fragile, but
ceasefire talks are still alive.

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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e In Eastern Europe, fighting erupted again in Ukraine. Russian-backed rebels rapidly increased their
use of heavy artillery, bombing population centres in the Ukrainian government territory and raising fears
of a return to war. The shelling has intensified around Avdiivka (to the north of Donetsk) in the worst
violence the area has seen in months. NATO called on Russia to stop the violence, given fears of
escalation. The crisis will test the reaction of the New US Administration in this conflict.

e In Asia, tensions in the South China Sea intensified amid heightened anxiety over China-US
relations. US Secretary of State said Washington will try to stop China accessing facilities in artificial
reefs as Beijing tests new Dongfeng-5C missile, capable of delivering multiple nuclear warheads. Japan
and Taiwan strengthen ties in response to China. In North Korea, tensions increased noticeably after
Kim Jong-un claimed that the country was close to testing an intercontinental ballistic missile. The new
US Defence Secretary J. Mattis travelled to the region to warn North Korea and reaffirm foreign links.
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. as well as social unrest

The World Protest Index rose during January (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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Summary

Instability and geopolitical risks come to the fore once again as the main risks for 2017, with North Africa and
the Middle East as the key hot spots but new test coming. Political instability in North Africa and the absence
of any signs of a solution to the Syrian conflict pose big challenges for 2017. Restrain of people and trade
flows could derive in social unrest while the New US administration foreign policy is still undefined.

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.



