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While ISIS lost ground in Syria and Iraq, Al-Qaeda resumed its offensive operations, consolidating its
strength during February. Meanwhile, tensions between Russia and Ukraine stabilized after last month’s
sharp conflict escalation. Geopolitical tensions in China could intensify as uncertainties regarding the US
policy stance in the region remained and North Korea remains testing. Algeria continued to deteriorate while
Egypt improved. Social unrest increased in some Latin American countries, while Europe and Asia continued
calm with focused and controlled hot spots.

Al Qaeda strengthened and the Russian-Ukraine conflict relaxed

Figure 1

BBVA Research world conflict index 2008-17 Imp'ortant setbacks to ISIS in Syria and Iraq
(cumulative number of conflicts/ total events) during the month

Pro-regime forces recaptured Palmyra, Turkish-
backed militias seized Al-Bab and the SDF advanced
in Ar-Ragqga. In Irag, the ISF continued seizing key
areas around Mosul.

Al Qaeda resumed its offensive in Syria
As ISIS weakened, Al-Qaeda took the opportunity to
consolidate its strength in northern Syria.

Tensions between Russia and Ukraine stabilize
after last month’s sharp escalation
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The BBVA Research World Conflict Intensity Index" eased off during in February, approaching to its
long-term average (1980-2015). The main developments during the month were:

e ISIS continued losing ground during the month in Syria and Iraq. Pro-regime forces recaptured
Palmyra in Eastern Homs Province, Turkish-backed militias seized the city of Al-Bab and the Syrian
Democratic Forces (SDF) advanced in Ar-Ragga. Meanwhile, in Iraq, the Iraqi Security Forces continued
seizing key areas around Mosul. While ISIS weakened, Al Qaeda consolidated its strength and
resumed offensive operations against the regime in Syria during February, posing increasing threats
in the region. Uncertainties about the Turkey and the US military strategies remain as the US
support to the YPG looks to be alive and Turkey’s backed forces directed to Manbij (Northern Syria). The
Russian air campaign intensified, conducting heavy waves of airstrikes against critical civilian
infrastructure in southern and northern Syria during the month.

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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e In Eastern Europe, the conflict in Eastern Ukraine stabilized after the sharp increase in violence at
the end of January/early February. After two weeks of intense fighting, the foreign ministers of Ukraine,
Russia, Germany and France met in Munich and reached a deal, although the ceasefire remains fragile
and the Ukrainian army accused pro-Russia rebels of breaking it just hours after it came into effect.

e The South China Sea tensions continued mounting. North Korea continued to challenge the main
powers by launching ballistic missiles, with two of them landing in Japan’s territorial waters. This
development raises questions about the potential US responses given the uncertainty surrounding the
mew Trump Administration’s stance on China. Besides, China has commented against any deployment
of weapons in the region. Also in North Korea, the assassination of Kim Jong Nam, the exiled half-
brother of North Korean leader Kim Jong-un, by poisoning in a crowded Malaysian airport led to a rise in
geopolitical tensions between North Korea and Malaysia.

Figure 2 Figure 3

BBVA Research Middle East Conflict Intensity
Index 2008-17 (Number of conflicts / Total events)

The situation
remains quite
complex

BBVA Research North Africa Conflict Intensity
Index 2008-17 (Number of conflicts / Total events)
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Figure 4

BBVA Research Eastern Europe Conflict Intensity
Index 2008-17 (Number of conflicts / Total events)

Conflict between Ukraine
and Russia stabilized after
last month's rise
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Figure 5

BBVA Research Asia Conflict Intensity Index
2008-17 (Number of conflicts / Total events)
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... while social unrest recorded similar levels than previous month

The World Protest Index held steady during February (as shown by our BBVA Research World Protest
Intensity Indexz). According to the BBVA Research World Protest Intensity Map, the key takeaway

facts were:

Figure 6

BBVA Research World Protest Intensity Map Feb
2011 - Jan 2017 (Number of protests / Total events)
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Summary

®* In regional terms, demonstrations against
Trump’s policies continued in the US. Western
Europe remained calm waiting for elections while
some political noise persisted in Eastern Europe.
The Middle East and North Africa remained in the
spotlight. Social unrest increased in some Latin
American countries, while easing in Asia:

* In the US, protests continued high, mostly against
Trump’s immigration policies. They also gave rise to
demonstrations in other European countries such as
the Netherlands. In Greece, social unrest increased
again as a result of the unpopular agricultural reforms.

* In Emerging Europe, the social climate in Romania
continued to be stressed for the second consecutive
month despite the government’s halting its plans to
relax corruption legislation. Instability also increased
in Montenegro as women protested against welfare
cuts; in Ukraine and Kazakhstan.

* In North Africa and the Middle East, protests
increased demanding political change in Morocco,
and in Egypt and Israel given the rockets fired into
Israel from Egypt.

* In Latin America, some demonstrations
strengthened in Mexico. Social unrest also
increased in Brazil with violent protests and in
Argentina, while easing slightly in Venezuela.

* In Asia, protest intensity decreased in Indonesia
and Malaysia, while remaining steady in Hong Kong.

The uncertainties about the new US Administration remain. The long-lasting political instability in North Africa
and the Middle East is still alive. The Russian-Ukraine conflict stabilized but it is still unsolved. Instability in
some Latin American have revived, but at lower levels than at the end of last year. Europe remained calm,
but uncertainties about the several upcoming elections could increase and should be monitored.

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.



