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Major Features of Government Economic News

)

= New in our Website: The Israeli Economy, Summary of 2011

o~ Summarizing key events and developments in the Ministry of Finance and the Israeli
"‘ economy, with links to further information.

» =

- The Israeli Economy, Summary of 2011

The Israeli Economy New in our Website: Booklet on the Israeli Economy
s JEE— Fundamentals, characteristics and historic overview. The booklet is designed for both

economists and non-economists altogether.

™ The Israeli Economy, Summer 2011

» eod Feonomiesuveys - Summary of OECD 2011 Economic Review of Israel

A report by the Economic and Development Review Committee (EDRC) of the OECD on
the State of Israel was released on December 12. The report has provided focus-areas
where further responsiveness is desirable, and scenarios where Israel has and continues
to display economic resilience.

Topics raised by the OECD EDRC in the Report:

¥ Growth " Electricity sector policy

*  Unemployment *  Real estate market

*  Fiscal discipline *  Corporate bonds

*  Financial regulation *  Environmental policy

*  Taxation structure ¥ Israels recent exploration of natural gas & its influences
=

Equality in the Israeli society

(5] . .
- Read more in our website

Trajtenberg Committee Implications

Following summer social protests, the appointment of the Committee for Socioeconomic
Change (Trajtenberg Committee) and its recommendations, the Israeli parliament
(Knesset) enacted changes in taxation policy and burden in December. The Tax reform
benefits with middle wage earning workers, as those earning between NIS 8,000 to NIS
14,000 a month will pay less income tax, costing the state coffers NIS 1 billion annually.

The tax reform also benefits young fathers, and sets a limit to the interest rate on government subsidized
mortgages. Also, in as part of the tax reform, planned rise in fuel excise has also been cancelled.

In addition, Minister of Finance, Dr. Yuval Steinitz, and Governor of the Bank of Israel, Prof. Stanley Fischer,
appointed a team to examine how to increase competitiveness in the banking industry. The team will also give its
views on various means for simplifying the banking product, strengthening customers' ability to negotiate with banks,
and improving and broadening the service relating to credit information in the household and small business sectors.
This, while maintaining the strength of Israel's banking system for the good of depositors and the whole economy.

Read the full press release

(Additional sources: Knesset website, Globes, Ynet)
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New in our Website: Presentation on Public Private
@ Partnership (PPP) National Infrastructure Projects in Israel

Nt s e e The presentation contains general information on PPP projects in Israel and their status,
as of November 2011.

I@ See the full presentation

New Tax Requlations regarding Profits from Oil

¢

¥ - The Minister of Finance, Dr. Yuval Steinitz, has currently signed the Regulations for
the Taxation of Qil Profits (Advances on Account of the Levy for the Years 2011 to
2012) (Ad Hoc Provision), 2011, which provide for a compulsory payment of advances
with respect to a levy that is payable by virtue of the Taxation of Oil Profits Law, 2011,
which adopts the recommendations of the Sheshinski Committee.

I@ Read the full press release

Government _and IEC Launched the Process to Select an
Investor for the Fiber Optics Venture

In October, the government and IEC announced the selection process for an investor in a
communication venture, where a third communication infrastructure company will be
established in Israel, and it will be under the investor's control.

The communication company will construct an advanced FTTH fiber-optic network infrastructure throughout the
country. The fiber-optic infrastructure will place Israel at the technological forefront, in line with the developed
nations and will contribute to IEC's development and Israel's economy.

I@ Read the full press release

* *, China is now Israel's Third Largest Export Destination
*
*

China was Israel’s third-largest export destination in the first three quarters of 2011, and
is expected to bypass the UK and become Israel's second export destination by the end
of 2011. That, even without adding Israel's trade figures with Hong Kong to the total
trade figures with China.

(Additional sources: The Israel Export and International Cooperation Institute)

_ Argentina and Israel Sign Free Trade Agreement

Argentina became the last of the South American Mercosur trade block of four to sign a
%’% free trade agreement with Israel. Trade in 2010 between Israel and other Mercosur

countries (Brazil, Uruguay and Paraguay) reached $1.8 billion. Trade with Argentina, on
_ the other hand, only reached $130 million due to high tariffs on Israeli goods there.

(Additional sources: Ministry of Industry, Trade and Labor)

Minister of Finance, Dr. Yuval Steinitz, Visited India

The Israeli and Indian governments agreed that efforts should be made in order to

conclude and sign a mutual free trade agreement by the end of 2012. Also, both sides

agreed on cooperation in academic studies, with a mutual funding of $ 10 million.

_ Minister Steinitz also suggested that Israel will export natural gas to India, due to the
latest findings offshore Israel.

It was also agreed between the Israeli and Indian governments that both sides will fund mutual cooperation in R&D.
Also, issues regarding the financial protocol between the two countries were discussed. Minister Steinitz also
announced that Israel will allow 100 Indians who hold PhDs with excellency to do their post-doctorates in Israel.
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Financial Protocol with Vietham Expanded to 250 $ Million

The protocol with Vietnam has been expanded in light of the steadily increasing demand
in the Vietnamese market for Israeli products, especially in the fields of agriculture and
hi-tech. Numerous Israeli exporters are attempting to penetrate the Vietnamese market,
and the existence of a financial protocol with Vietnam, on top of diplomatic ties with that
country, has allowed some exporters to close giant deals with the Vietnamese
government.

Read the full press release

Citigroup Opens R&D Center in Israel

P on S
Citigroup intends to open a technology research and development center in Israel in
December to support its global activities. The U.S. bank will become the second
international bank to open an R&D center in Israel after Barclays Capital, which opened
earlier this year.

"Citi has many development centers which support the bank's global operations, and it will add the Israeli center to
its portfolio as a center of strategic innovation that focuses on the development of advanced products and
applications for the capital market," said Don Callahan, Citi's chief operations and technology officer.

As part of a plan launched by the Israeli government in 2010 to attract financial services sector firms to Israel, the
government has granted Citi 93 million shekels ($25 million) over five years to help finance the center.

(Additional sources: Ministry of Industry, Trade and Labor)

]Ulius Bal’ Julius Baer to Open Israeli Office in 2012

The Swiss bank, how handles only private clients, will open a representative office in Tel
Aviv in early 2012. The office will have a dozen employees.

Officials in the bank mentioned that After an extensive examination, they see potential in the developed Israeli
market, a potential which provides them with an excellent opportunity to deepen their circle of Israeli clients and the
variety of services provided to them.

(Additional sources: Bank Julius Baer, Globes)

Barclays Upgrades Israeli High-Tech Sector to "Positive"

Barclays Capital has upgraded Israel's high-tech to "Positive" from "Neutral", citing
stocks that are in the fastest-growing long-term high-tech sectors, such as cloud
computing, storage and mobile data and handsets. "

% BARCLAYS

Barclays noted that: "We see technology stocks as much less exposed to geopolitical risk and to potential policy
shifts", and warns: "We see macroeconomic risk as the most significant source of near-term uncertainty. We also
believe that the relatively rich valuations of the stocks make them vulnerable to significant downward revisions to
consensus earnings expectations. We do not have specific reasons to expect estimates to be cut significantly, but the
2008 lesson is that demand can dry up fairly quickly."

Barclays also noted that the Tel Aviv Bluetech 50 Index has outperformed the Tel Aviv 25 Index this year, in line
with global technology index performances.

(Additional sources: Globes)
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News from the Press

Israeli Minister of Finance, Dr. Yuval Steinitz, Interviewed on
Bloomberg

Minister Steinitz discussed the impact of the European sovereign debt crisis on Israel's
economy, and the outlook for growth in Israel.

¥ Watch the full Interview

(Additional sources: Bloomberg)

BBC Article on How Israel Turned Itself into a High-Tech Hub

According to the article, Israel turned "from a stretch of farmland into a high-tech
wonder". Israel is also mentioned as a world leader in R&D spending as a % of GDP; as
top in both the number of start-ups and engineers as a proportion of the population; and
first in per capita venture capital investment.

In another BBC report, some contemporary and fundamental issues of the Israeli economy were covered, from social
protests over price of living to participation rate. The report also mentions Israel's well doing by macro-economic
indices and entrepreneurial spirit.

‘i How Israel turned itself into a high-tech hub

"

- . .
= How is Israel's economy doing?

(Additional sources: BBC)

TimesLIVE Article on How Israelis turn Holy Land into
economic miracle

cimes

The South-African news agency mentions Israel's agricultural and agro-technological
achievements, Israel's leadership in diamond polishing, processed foods, electronic and
medical equipment, software, semi-conductors and telecommunications.

The article concludes that Israel's example of "performance through adversity" contains
numerous lessons for developing countries that shouldn't be ignored.

(5] . . . .
- | Israelis turn Holy Land into economic miracle

(Additional sources: TimesLIVE)

Apple to Set Up Israel Development Center

Apple has decided to open a development center in Israel, focusing on semiconductors.
The decision was taken even before the company entered into talks to acquire Israel-
based flash storage solutions provider Anobit. The Israel R&D center will be the only one
Apple has, other than their headquarters in California.

(Additional sources: Apple, Globes)

Google Senior Vice President: Israel is World Leader at

GO Ogle“ Utilizing Global-Tech

Google Senior Vice President, Mr. Nikesh Arora, visited Israel in November. During his visit, Mr. Arora said that
Israel’s global perspective on technology makes it "one of the most successful markets in the world" at finding
opportunities outside its own borders.

Mr. Arora also said that: "This is one of the most tech-value markets, and not just from an in-market situation, but
also from the way the Israeli market looks at global technology. The Internet has opened up opportunities outside
local markets, and it's fair to say that the market that leverages that the most and uses that the most is Israel.”

(Additional sources: Jerusalem Post)

-5-

1 Kaplan St. Jerusalem 91030, P.O. Box 3100, Tel: 02-5317200, Fax: 02-5695349
English: www.finance.gov.il gov W] & Hebrew: www.mof.gov.il

Ministry of Finance



http://www.bloomberg.com/video/79879882/
http://www.bbc.co.uk/news/business-15797257
http://www.bbc.co.uk/news/business-15693702
http://www.timeslive.co.za/opinion/columnists/2011/11/13/israelis-turn-holy-land-into-economic-miracle

Ministry of Finance

Financing Agreement Signed for Ashdod Desalination Plant

A concession agreement was with ADL Ltd. to design, build and operate a seawater
desalination plant in the town of Ashdod, in order to produce 100 million cubic meters of
water annually. ADL, a subsidiary of Mekorot Development and Initiatives Ltd., will build
and operate the plant for a period of 25 years. Project funding is being provided jointly
by Hapoalim Bank and the European Investment Bank (EIB).

Based on reverse osmosis technology, the Ashdod desalination plant will supply 100 million cubic meters of water
annually from the end of 2013, equivalent to 15% of Israel’s total domestic water consumption. This is the fifth
desalination plant to be built in Israel, after plants in Ashkelon, Palmachim, Hadera, and the Soreq plant destined to
start supplying water in 2013. All five plants are expected to produce 85% of total domestic consumption as of 2013.

Read the full press release

(Additional sources: Mekorot)

OECD Supports Israeli Initiative for a Green Growth Plan

On October 23, the Israeli cabinet approved a proposal to prepare a national green
growth strategy for the years 2012 - 2020. The government decision represents yet
another important step on the road toward greening industry in Israel and complying
with new international standards that will enable Israel to compete in the global market.

The OECD Environmental Performance Review of Israel 2011, published in November,
supports Israeli initiative to develop a green growth plan. In Addition, the OECD also
praised Israel's clean-tech sector, and noted that Israel has made good progress in
addressing air pollution, water use and some other environmental challenges.

ii OECD supports Israeli initiative to develop a green growth plan
Ay Israel Government Approves the Preparation of a National Plan for Promoting Green Growth

= OECD Environmental Performance Reviews: Israel 2011

(Additional sources: Ministry of Environmental Protection, OECD)

Israel Signed Water Agreements with Taiwan and Kenya

Israel signed Memoranda of Understanding agreements with Taiwan and Kenya, on the
sidelines of the WATEC 2011 conference, held in November in Tel Aviv. The
agreements will increase water-technology cooperation between Israel and both
countries.

The Memoranda of Understanding agreement with Taiwan focuses on the fields of water technologies and small and
medium businesses, through exchange of experts and scholars, exchange of technologies and data, and conduct of
joint seminars. The water agreement encompasses the fields of resource management, water purification,
wastewater treatment, recycling and reuse, and irrigation. Under the Agreement with Kenya, Israel would assist the
East African country in the areas of water-management technology, drip irrigation and wastewater treatment.

Overall, Israeli water technology companies transactions are estimated to exceed 2 $ billion in 2011.

(Additional sources: Watec-Israel.com, Jerusalem Post, Globes)

8 Israeli Companies Win Global Clean-Tech Award for 2011

Last year, 7 Israeli companies were on the list. This year, some repeats are notable, with
8 Israeli companies on the list, including BrightSource, Greenroad Technologies and
Better Place — all founded by Israelis, but with operations also outside Israel.

I@ Read the full Global Clean-tech 100 2011 Report

(Additional sources: GreenProphet.com)
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Main Economic Indicators

See more extended economic data in our Economic Highlight Presentation

Rankings:
IMD Global Competitiveness Yearbook 2011: Israel maintained its rank as 17"
_ World Economic Forum Global Competitiveness Report 2011-2012: Israel improved from 24" to 22™
= More on Israel's rankings
2010 2010 Q4 2011 Q1 2011 Q2 2011 Q3
GDP
Real GDP growth 4.8% 7.2% 4.7% 3.5% 3.4%
GDP per capita growth 2.9% 8.6% 5.2% 2.6% 5.3%
Consumption
Private consumption 1.4% 10.3% 7.3% 1.3% 0.9%
Public consumption 2.2% 4.8% 2.2% -4.5% 3.2%
Trade
Exports of goods and services 13.6% 5.9% 6.9% 1.5% -16.9%
Imports of goods and services 12.8% 15.1% 25.3% 9.2% -7.6%
Investments
Gross domestic capital formation 1.9% 29.3% 49.0% 22.8% 43.2%
Net foreign investments in Israel ($B) 17.6 6.9 5.8 5.3 -0.2
Net foreign direct investments ($B) 5.2 2.4 2.4 1.4 2.3
Labor Market
Unemployment 6.6% 6.5% 6.0% 5.5% 5.6%
Participation rate 57.3% 57.7% 57.5% 57.5% 57.4%
2006 2007 2008 2009 2010
Balances
Current account surplus (% of GDP) 5.1% 2.9% 0.9% 3.6% 2.9%
Gross public debt (% of GDP) 84.3% 77.8% 77.1% 79.3% 76.3%
Budget deficit (% of GDP) 0.9% 0.0% 2.2% 5.2% 3.7%
Mar- Apr- May- Jun- Jul- Aug- Sep- Oct- Nov- Dec-
2011 2011 2011 2011 2011 2011 2011 2011 2011 2011
Monetary
Consumer Price
Index 102.5 103.1 103.6 104.0 104.1 104.0 104.2 103.7 104.0 --
Bank of Israel
. 2.50% 3.00% 3.00% 3.25% 3.25% 3.25% 3.25% 3.00% 3.00% 2.75%
interest rate

Contact

Mr. Roni Hershkovitz
Mr. Assaf Luxembourg
Mr. Jonah Balakhaneh Follow us on Linkedin
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