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ISIS lost all of its urban strongholds in Irag and Syria. Meanwhile, the US is increasing its military presence in
the region. Saudi Arabia’s crown prince Mohammad bin Salman consolidates ruling powers despite it creates
political noise in the country. Iran’s increasing influence in the Middle East and Saudi Arabia’s determination
to contain Iranian aspirations increased uncertainties. In Asia, North Korea’s ICBM launch, which was more
advanced than the previous ones, created geopolitical imbalances and increased uncertainty.

ISIS lost all of its strongholds, Saudi Arabia is going through political changes

Figure 1 ISIS controlled territories in Syria (km?) ISIS lost all its urban areas in Syria and Iraq
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The BBVA Research World Conflict Intensity Index* slightly decreased during November. The main
developments during the month were:

After U.S. backed forces have captured Raqga and Deir-ez-Zour from ISIS and Iraqi army seized the last
urban town held by ISIS near Syria, ISIS now only controls a deserted area near Iraq and Syria borders. Iraqi
army continues to push towards remaining 1SIS-held areas. Nonetheless, it could be interpreted that the war
against ISIS is about to come to an end on the ground. However, there are many ISIS fighters returned their home
countries, who could impose a security risk. According to Soufan Center, 5,600 citizens or residents from 33
countries who have gone to Syria and Iraq to join ISIS have returned their home so far. Tunisia, Saudi Arabia,
U.K., Russia, France and Germany are some of the home countries.

The US-North Korea rift was calm during November but North Korea’s recent ICBM (Intercontinental
Ballistic Missile) test at the end of the month rang the alarm bells. The test came after President Trump had
put North Korea back on a list of “state sponsors terrorism”. The fired missile flew higher and longer than the
previous missiles and landed in the Sea of Japan. U.S. Secretary of Defense Jim Mattis expressed his concerns
on the technical advances of the test. The U.S. and South Korea began a joint air exercise on the Korean
peninsula involving 230 aircraft and 12,000 American troops.

1: Details about methodology can be found in the following link: Methodology, tracking protests and conflicts.
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e As Lebanon’s Prime Minister Hariri announced his resignation from his post whilst he was in Saudi Arabia, militias
close to Iran fired a missile to Riyadh from Yemen and Saudi Arabian Crown Prince Mohammad bin Salman
(MBS) consolidates the power, the dispute between Tehran and Riyadh heated up during the month, both of
which have interests in Yemen's proxy conflict. Furthermore, the exchange of words intensified. Some princes
in Saudi Arabia who controls the wealth, construction sector and the National Guards (a military organization in
Saudi Arabia whose aim is to defend the King and the Holy Sites) have been arrested and toppled down.
Meanwhile, Lebanese PM Hariri returned Lebanon. The Lebanese President has not accepted his resignation.
Hariri continued to blame Hezbollah on regional crises. Hezbollah is operating in Syria and has close ties with
Tehran. Iran’s increasing influence in the region and Saudi Arabia’s strong opposition to Iranian
aspirations continue to put the situation in an uncertain path. Moreover, the US Secretary of State Rex

Tillerson may step down as early as January and Mike Pompeo would probably replace him, who seems to have
a more hard-line stance in North Korea.

Figure 2 BBVA Research Middle East Conflict Figure 3 BBVA Research North Africa Conflict
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Conflict intensity index decreased in Syria, whil

mildly rose in Irak and Afghanistan \ Instability rose in Tunisia by third consecutive month,

while continued decreasing in Morocco. Israel remained

at similar levels
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Figure 4 BBVA Research Eastern Europe Conflict Figure 5 BBVA Research Asia Conflict Intensity Index
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Cll went below the world average levels in the Caucasus area
and it decreased in Ukraine

!

Tensions sorrounding North Korea increased
once again at the end of the month. Cll
eased oof in the South China Sea
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Social unrest slightly rose during November

The World Protest Index slightly rose during the month (as shown by our BBVA Research World Protest Intensity
Index®). According to the BBVA Research World Protest Intensity Map, the key takeaway facts were:

Figure 6 BBVA Research World Protest Intensity * In regional terms, tensions in Europe continued
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Summary

ISIS continues losing territorial control in 2017, while US is increasing its military presence in the region with a positive
impact in terms of regional security. However, the risk regarding foreign fighters returning their home countries could
continue. Saudi Arabia’s political noise and Riyadh-Tehran rift created uncertainties during the month. North Korea’s
recent missile test increased the alarm to a higher level in Asia with increasing risks and potential spillovers.

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.
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