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Main Economic Indicators

Criteria

GDP
(constant prices, 2005, in $B)*

193.0

202.0

Real GDP Growth Rate
(%)

0.8%

4.7%

GDP per Capita
(PPP adjusted)

28,581%

29,531%

GDP per Capita Growth Rate
(%, 2005 prices)

-1.1%

2.8%

2.7%

5.5%

2.6%

1.6%

Exports (Goods & Services) $B*
(As Percentage of GDP)

76.3
(37.7%)

86.6
(42.9%)

21.9
(43.1%)

22.4
(43.4%)

23.1
(44.1%)

23.1
(43.9%)

Imports (Goods & Services) $B*
(As Percentage of GDP)

72.0
(37.3%)

81.1
(40.1%)

20.1
(39.7%)

21.0
(40.6%)

22.3
(42.7%)

23.0
(43.8%)

Unemployment Rate

7.6%

6.6%

6.6%

6.5%

6.0%

5.5%

* Using a public exchange rate of 1$ = 3.65 NIS
** Estimated

Source: Ministry of Finance, IMF

CONTINUE




Main Economic Indicators

Criteria

Total Gross Debt
(% of GDP)

General Government Expenditure
(Percentage of GDP)

Current Account Surplus
(% of GDP)

Inflation Rate
(CPI, yearly average)

CONTINUE

Source: Ministry of Finance



Main Economic Indicators

Domestic Bonds Overseas Bonds

Rating Firm Term Forecast
Rating Rating

Long Al Al
Stable
Short - P1

Long A+

Standard & Poor's Stable
Short

Long

Fitch Stable
Short R

In 2011, S&P upgraded their overseas long term credit rating for Israel to A+.
Aa3/AA- 1 Also, in 2011 Moody’s and Fitch reaffirmed their credit rating for Israel.

Al/A+

A2/A
A3/A-

Baal/BBB+
Baa2/BBB

Baa3/BBB-

P

CONTINUE

Source: Ministry of Finance



GDP and Business GDP

Annual rate of change, constant prices

In 2010, Israel has recovered from the global In the 4™ quarter of 2010, Israel
economic crisis, and is back to previous years’ . experienced exceptional growth rates

growth rates 8.7%

7.0%

2010 Q3 2010 Q4 2011 Q1 2011 Q2

™ Business GDP

CONTINUE

Source: Ministry of Finance.



GDP Growth

Israel compared to advanced economies*
(annual rate of change, constant prices)

4.9%

3. 1% l

3.0%
2.7% . 2.7%

2004 2005 2006 2007 2008

Since 2004, Israel’'s growth rate has exceeded the average growth rate
of advanced economies.

In 2009, as most of the world experienced a decline in GDP,
Israel experienced a 0.8% growth in it's GDP

™ Advanced Economies ™ I|srael Growth

CONTINUE

Source: Ministry of Finance, IMF




Major GDP Components

Annual rate of change, in constant prices

Global Economic Crisis

5.9%

6.3%
4.1%
3.1% 3.0%

...
2.1%
— P
2008

-5.8%

In 2010, Investment in Fixed Assets and Export of Goods and
Services recovered sharply, after they were contracted severely in

2009 due to the economic crisis.
™ Exports of Goods and Services

™ Investment in Fixed Assets
CONTINUE

™ Private Consumption ™ Government Consumption

Source: Ministry of Finance



Exports of Goods and Services

US $ Billions, current prices

Global
Economic
= Services Crisis

= Goods

24.7

55.7

CONTINUE

Source: Ministry of Finance



Israel’s Main Trading Partners

2010, US $ Billions

Imports
Exports ' I

3.7 . .
mEe

2.4 29

1.8

/
/7(7/6
9/70,8

1.8 17

G,

e
(7 &,
/7@/7'3 /773 /7_1/

/70'8

*Since July 1997 the data on trade with Hong-Kong is added to the data on China

Source: Central Bureau of Statistics




Israel’s Main Trading Partners

US $ Billions

North America
Asia

Europe

Exports

13.7

8.7

6.3

Source: Central Bureau of Statistics

900(9 9009

Imports

CONTINUE




Net Foreign Investments in Israel

US $ Billion

™ Direct Investments

™ Total Investments

Global Economic
Crisis

4.9

4.3 . g
- — -
2.4
1.6

CONTINUE
* 2006 is exceptional due to a large acquisition by Teva Pharmaceutical Industries Ltd

Source: Ministry of Finance




Unemployment and Participation

As % of total labor force

56.8%

Since the 2"d quarter of 2009 unemployment is relatively
decreasing, hand in hand with a relative increase in

participation rate since the 1st quarter of 2010.

=——Unemployment Rate == Participation in the Labor Force

Q3 Q4 2010 Q1 Q2 Q3 2011 Q1

CONTINUE

Source: Ministry of Finance



Inflation Rate

Rate of change in CPI, yearly average, 2008=100

CONTINUE

Source: Central Bureau of Statistics, Ministry of Finance



Inflation Rate

Rate of change in CPI, 12 months average, 2008=100

102.5

102.3

102.0

101.8

101.3 101.4

— . .

104.0

I "

103.6

103.1

Sep 2010  Oct 2010 Nov 2010 Dec 2010  Jan 2011 Feb 2011 Mar 2011

Source: Central Bureau of Statistics, Ministry of Finance

Aug 2011

CONTINUE

Apr 2011 May 2011  Jun 2011 Jul 2011




Inflation Rate Worldwide

Annual rate of change in CPI, 2010

The Israeli economy demonstrated a high level of stability
compared to other countries throughout the global economic crisis

2.4%
2.2%

1.6% 1.6% L7%

-0.7%  -0.5%

&
/\/QJ
D

O
<2°<\
&

™ 2009 (left column)

™ 2010 (right column)

CONTINUE

Sources: Ministry of Finance, IMF



Growth of Main GDP Components
for Previous Quarter

[ NEXT CHAPTER: BALANCES ] [ BACK TO CONTENTS ]

Source: Ministry of Finance



Balances

Gross Public Debt

Budget Deficit — Target and Execution

Budget Deficit and General Government Expenditure

Current Account and Net Foreign Debt

Gross Tax Burden

[ BACK TO CONTENTS ]




Gross Public Debt

As % of GDP

Since 2003, gross public debt has been on a consistent downward trend, only interrupted by the
extraordinary circumstances surrounding the 2009 global economic crisis

Global
Economic

Crisis

CONTINUE

Source: Ministry of Finance



Budget Deficit — Target and Execution

in NIS million, current prices

2009 Q3 2009 Q4 2009 Total 2010 Q1  2010Q2  2010Q3  2010Q4 2010 Total 2011 Q1

2011 Q2

-500 ] 1

-5500 1 -4,452
-6721

-16161

For the first time in its history, Israel
enacted a biennial budget for the
years 2009-2010. In both vyears,
Israel came in under budget target.

The proven effectiveness and
functionality of the biennial budget
have led the government to adopt
the biennial budget for a second
period through 2011-2012.

PN

[l Quarterly Budget Execution

s Yearly Budget Execution

i Yearly Budget Target

Source: Ministry of Finance

CONTINUE




Budget Deficit and
General Government Expenditure

Budget Deficit
(% of GDP)

General Government Expenditure
(% of GDP)

46% -
45.3%

. 44.7%
| 43.6%
. 43.0% 43.0%

. . -

2006 2007 2008 2009

Source: Ministry of Finance




Current Account Balance and
Net Foreign Debt

Since 2003, the current account balance is positive, and is accompanied by a decrease of net foreign debt

26.0%

- - ||||I ||||I

Current Account Surplus

(% of GDP) -

4.4%
1.7% [

2003 2004 2005 2006 2007 2008 2009 2010

3.6%
2.9% .
l Net Foreign Surplus*

2003 2004 2005 2006 2007 2008 2009 2010

*Current Prices, using a public exchange rate of 1$ = 3.65 NIS

Source: Ministry of Finance.




Gross Tax Burden

as % of GDP

0,
35.5% 35.6% Sk

it

2004 2005 2006

OECD countries average: 34.8% (2008 average)

[ NEXT CHAPTER: INTERNATIONAL COMPARISONS ] [ BACK TO CONTENTS ]

Source: Ministry of Finance, OECD



International Comparisons

IMD World Competitiveness Yearbook

WEF Global Competitive Index

Central Bank Interest Rates: Israel and U.S.A

NASDAQ and Tel-Aviv 100 (monthly average)

[ BACK TO CONTENTS ]




IMD World Competitiveness
Yearbook 2011

100,000 (2) HONG KONG |
(3)usal
(1) SINGAPCRE 3
(6) SWEDEN 4
{4) SWITZERLAND §
(8) TAIWAN 6
(7) CANADA 7
(15) QATAR 8
(5) AUSTRALIA §
(16) GERMANY 10
(1) LUXEMBOURG 11
(13) DENMARK 12
(9) NORWAY 13
(12) NETHERLANDS 14
(19} FINLAND 13
{10) MALAYSIA 16

(N MA,‘II

{14) AUSTRIA iE

(18) CHINA MAINLAND 19
(22) UNITED KINGDOM 20
{20) NEW ZEALAND 21
(23) KOREA 22
(25) BELGIUM 23
(21) IRELAND 24
(28) CHILE 25
{27) JAPAN 26
(26) THAILAND 27
UAE 28
(24) FRANCE 29
(29) CZECH REPUBLIC 30

INTENS ATHEFS &1

Real World, Real Leariring”

The Institute for Management

Development ranked Israel

17th

out of 59 countries for 2011

(Israel was also ranked 17™ in 2010)

CONTINUE

Source: International Institute for Management and Development (IMD), World Competitiveness Yearbook 2011



IMD World Competitiveness
Yearbook 2011

Information technology skills Central bank policy

ISRAEL ISRAEL
ICELAND INDIA T
DENMARK I MALAYSIA
sweDeEN I CHILE
inDiIA - PERU
FINLAND [ QATAR
NorwAY I CZECH REPUBLIC
usas I TURKEY
canapa IS CANADA
TAawAaN I AUSTRALILA

Flexible and adaptability Entrepreneurship

iSRAEL I 5.5 (1) ISRAEL
HONG KONG I 8.24 - MALAYSIA
AUSTRALIA I 8.14 coLoMBlA I
BRAZIL - 8.08 TawAaN I
Taiwan I 7.96 HONG konG I
Turkey I 7.92 korea S
IRELAND I 7.88 POLAND I
PHILIPPINES I 7.88 praziL I
iceLanD I 7.64 IRELAND .
NEW ZEALAND I 7.63 usa I

(- - R R S R ]

CONTINUE

Source: International Institute for Management and Development (IMD), World Competitiveness Yearbook 2011



IMD World Competitiveness

Yearbook 2011

Total expenditure on R&D (as % of GDP)

ISRAEL
FINLAND

Scientific research

isRAEL I 863

SYWITZERLAND

SwEDEN I—

usA I——

JAPAN I

GERMANY I

KoReA I

sweDeN [

penmMARK N

peNMARK S

swITZERLAND I

JAPAN I——

TaiwaN I

sinGgaroRE I

cermanYy S

00 sl 0 R R

riNnLAND S

usa I

TAwAN I

Venture capital

Innovative capacity

UsA I—

isrAaEL I
HONG KOoNG I

SWITZERLAND I

TAIWAN I—

GERMANY I

swEDEN I

swepeN [N

FINLAND I

TAaiwAN I——

NORWAY II—

AUSTRIA I

NETHERLANDs I

DENMARK I

canapA I

korea [

siNGAPORE I

japaN I

CONTINUE

Source: International Institute for Management and Development (IMD), World Competitiveness Yearbook 2011



WEF Global Competitiveness
Index 2011-2012

GClI 2011-2012
Country/Economy Rank Score

Switzerland 5.74
Singapore 5.63 E C ) N O M I C
Sweden 5.61
5.47
0.43
5.41
5.41
5.40

5.40 COMMITTED TO

5.38 IMPROVING THE STATE
g:g OF THE WORLD

Taiwan, China 5.26
Qatar ’ 5.24 The World Economic Forum
Belgium 5.20
Morway 1 5.18
Saudi Arabia 5.17
France 1 5.14
Austria 5.14 22nd
Australia 9.11
Malaysia 5.08

lsracl 507 out of 142 countries

Luxembourg 5.03

Korea, Rep. 5.02 for 2011-2012

Mew Fealand 483

China 4.390
United Arab Emirates 4.89 CONTINUE

Source: World Economic Forum, Global Competitiveness Index, 2011-2012

Finland
United States
Germany
Metherlands
Denmark

[F=0E - TR S T SR T )

Japan

United Kingdom
Hong Kong SAR
Canada

P R Y
[ I Y

e
Cad

ranked Israel




WEF Global Competitiveness
Index 2011-2012

Quality of scientific research institutions Venture capital availability

RANK COUNTRY/ECONOMY VALUE 1 MEAN: 3.7 RANK COUNTRY/ECONOMY VALUE 1 MEAN: 2.7

1 )Israe ......................................... £.2 E— oy TETAN 5.4 _
switzerland .. 6.3 — [sragl .o 45
United Kingdom ..., 6.1  ———————— MNOMWEY . 4.4

SWBHEN ... 6.0 SINGAPOre . oo 4.4
Hong Kong SAR ... 4.4

Sweden........i 43
Saudi Arabla...o 4.2
Bahrain.........ccoooooee 4.2
Finland.....coooviiiiiieiiii 4.2
Malaysia. .o 4.1

= u*::
N

3
4 E—
B Belgium..., 5.0 I —
B Q&I 5.5 IE—
7 ——
8
9
0

United States ..o, 58 ;
Metherlands.......ccooveeeviieeiiii, 5.7 I

BNAda . 5.6 —
GaIMENY e, 0.6

L (o v Bt B R & 1

—

Utility patents per million population Strength of investor protection

RANK COUNTRY/ECONOMY VALUE COUNTRY/ECONOMY VALUE

MNew Zealand........cccooooeiviciiinn, 9.7
SINGapore . .. 9.3 ——
Hong Kong SAR ..., 9.0 S
Malaysia. ..o, 8.7 ——
Canada ..o 8.3 I
Colombia......ccooieiiiiiciiiniici 8.3 I
reland L —
)Israel ............................................. 8.3 —

5 United Sta18% ..o, o0

10 South AFriCa .o B.0

CONTINUE

1 Taiwan, China
2 Japan

| Initar Starae
4 A

(&3] ‘TI oo o W ey —

Source: World Economic Forum, Global Competitiveness Index, 2011-2012



WEF Global Competitiveness
Index 2011-2012

Government procurement of advanced Capacity for innovation

technology products
RAMK. COUNTRY/ECONOMY VALUE 1 MEAN: 3.6

T QBMEF oo 6.2 —

2 SiNgapore......cooeeiee 5.4 —
3 Saudi Arabla........... 4.9
4 Malaysia....ooiiiiiiiii 4.9

5. United Arab Emirates................ 4.8
E)Israel _________________________________________ 4.8
LUXEMDOUTG. ..o 4.7

8 Finland........o 4.7

8 United Stat85 ..o 4.7
10 Sweden...ooooeviieiiiiii 4.5

Firm-level technology absorption

RANK COUNTRY/ECONOMY VALUE 1 MEAN: 4.8

T SWBHBN. covviiceeeer e, B.5 I —
2 leceland........ooooi 6.3 i

3 Japan.... 6.3
4 Switzerland ......cocoievieiiiieie 6.2
Nonway £
)Israe ......................................... 6.1
Qatar ... 6.0

8 Korea, Bep. .o 8.0
9 Denmark ..cccoovivviiieciiieie 6.0
10 SINGEPOME ..o 6.0

Source: World Economic Forum, Global Competitiveness Index, 2011-2012

COUNTRY/ECONOMY VALUE
JADAN. 5.8
Switzerland ... 5.8
GEMMENY .o 5.7
SWEHBM o 5.7

MEAN: 3.2

B France ... 5.1
G Denmark .o 5.1

Finland......................... 5.6
” B Ysrael oo 5.3 I—
United States......covvecicieennne 0.2 I

10 Netherlands...........coooooieiii 5.0 _

University-industry collaboration in R&D

COUNTRY/ECONOMY VALUE

Switzerland ..o 5.8
United Kingdom ..o 5.8
United ST8185 ..o 5.7

Finland. ..o h.6

Sweden...... 5.5
Singapore oo

7)|srae ......................................... 5.4

g NBNEMENds. .....cocoviniiens .3

8 Belgium......ocooiieiii e, 5.3 —
10 QBN 5.3 —

MEAN: 3.7

CONTINUE




Central Bank Interest Rates:
Israel and U.S.A

The Bank of Israel was the first in the western world to
raise interest since the outburst of the economic crisis.

The rate was raised gradually from 0.5% to 3.25%

2.00% 2.00%

Bank of Israel Rate (BOI)

U.S. Federal Funds Rate (FED) = 0%

LT R S R I S TR T BT ST
(]/

CONTINUE

Source: Ministry of Finance



NASDAQ & Tel Aviv 100

monthly average

4,000.00 -
Tel Aviv 100 corresponds with the NASDAQ to current events
3,500.00 A
3,000.00 A
2,500.00 A

2,000.00 A

1,500.00 -

—— Nasdaq (left scale) —— Tel Aviv 100 (right scale)

1,000.00

T T T T T

QJQ,\/Q " & © A 9 O

[ NEXT CHAPTER: ISRAEL AND THE OECD ] [ BACK TO CONTENTS ]

Source: Ministry of Finance



Israel and the OECD

Israel was invited as a full member in the OECD on May 10", 2010, and officially
joined in September 10t", 2010.

Expenditure on R&D
Real GDP Growth
GDP per Capita

Unemployment

[ BACK TO CONTENTS ]




ture on R&D
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Expend

Israel is ranked 15! of all OECD countries by expenditure on R&D (research & development)

as a percentage of GDP (4.27 %), demonstrating innovation, development and creativity.

5%
4%
4%
3%
3%
2%
2%
1%
1%




12%

10%

8%

6%

4%

Real GDP Growth

3-year average at end of period

Israel’s 3-year average growth rate is higher then most OECD members.

For Israel’s year-on-year graph, see

2.13%

4.83%




GDP per capita

Current prices and PPP’s, 2009

90,000 r
80,000 r Although no comparable data for 2010 exists, it is reasonable to assume a diminishing
gap between Israel and the OECD average
70,000
For Israel’'s adjusted PPP GDP Per Capita, see
60,000
50,000
40,000
33,082
30,000 + 27,661
20,000 |




Unemployment Rate

2010

Israel’'s unemployment rate is in an ongoing downtrend, reaching an historic low
25%  level of 55% in Q2 2011. During the last global economic crisis, Israel
experienced a relatively mild increase in unemployment rates.

20% T For Israel’s unemployment, see (SR

15% t

10% 8.5%
6.8%

5% r




International Agreements

Israel’s Free Trade Agreements

Avoidance of Double Taxation Agreements

Cooperation in Industrial R&D Agreements

Bilateral Investment Treaties

International Organization Memberships

[ BACK TO CONTENTS ]




Israel’s Free Trade Agreements

RS |Z Agreements
EFTA QIZ Ag
ey - (2004)

- W Jordan (1998)
2000 European Union (Association Agreement)
2007 — MERCOSUR (Argentina not yet in force)
|

g

Source: Ministry of Finance



http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx

Avoidance of Double
Taxation Agreements

Austria
Belarus
Belgium
Brazil
Bulgaria
Canada

China

—
l
1B |
= T
= sugaa
[ | canaca
[} czech Repudlic

Czech Republic

R

BB Croatia

Source: Ministry of Finance

Denmark
Estonia
Ethiopia
Finland
France
Germany
Greece
Hungary

India

Ireland

Italy
Jamaica
Japan
Latvia
Lithuania
Luxembourg

Mexico



http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx
http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx

Avoidance of Double
Taxation Agreements

r \YEl
Moldova

Russia Taiwan
Singapore Thailand
Slovakia Vietnam

Netherlands Slovenia . Turkey

]
C:
|
g
>
‘rg_
> __
s

Panama South Africa Ukraine

M a1

Philippines South Korea United kingdom

—

Cept
K.r,.)l

Portugal Uzbekistan

Poland Sweden U.S.A

Norway

R

Romania Switzerland

3 ‘0
g "
'y 2
S
o >

Source: Ministry of Finance



http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx
http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx

Cooperation in Industrial R&D
Agreements

North America

New York
Massachusetts
Maryland
Virginia
Wisconsin
Colorado
lllinois

Oregon

BIRD(Foundation)
Ontario CIIRDF (Foundation)

South America

Argentina
Uruguay
Brazil

Source: MATIMOP

Europe

France

Russia (Rusano, Skolkovo)

Italy
Germany.
Greece

Czech Republic
Bulgaria
Lithuania
Slovenia
Denmark
Hungary
Turkey
Portugal
Finland
Sweden
Ireland

Asia
China( Shanghai, Jiangsu, Most)
India
Taiwan

SIIRD-Singapore (Foundation)
KORIL-RDF-Korea (Foundation)

Australia
(Victoria)

* Through EUREKA (40 country Multilateral Initiative)

CONTINUE




Bilateral Investment Treaties

Albania Cyprus EEEN Hungary*
Argentina - Czech Republic MM India
Armenia M E| Salvador

Azerbaijan — Estonia

Belarus BB Ethiopia =
susara — JME3 £ -
cna - SE

der negotiations, pending ratifications, under negotiations for amendment, or terminated, while existing |
ted. See exact comments in the page in our website.

Source: Ministry of Finance



http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx
http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx

Bilateral Investment Treaties

South Africa*

Thailand

Turkey
Turkmenistan

Ukraine*

he treaty is either under negotiations, pending ratifications, under negotiations for amendment, or terminated, while existing
< ents are still protected. See exact comments in the page in our website.

Source: Ministry of Finance



http://he.wikipedia.org/wiki/%D7%A7%D7%95%D7%91%D7%A5:Flag_of_Serbia.svg
http://he.wikipedia.org/wiki/%D7%A7%D7%95%D7%91%D7%A5:Flag_of_Mongolia.svg
http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx
http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalAgreements.aspx

Main International Economic
Organizations Membership:

4

Israel is a member in leading international economic organizations:
« United Nations Organizations

» United Nations Agencies

« World Bank Group

* International Monetary Fund

« OECD

* Regional Organizations

* Inter-Governmental Organizations

[ NEXT CHAPTER: RELEVANT SITES ] [ BACK TO CONTENTS ]

Source: Ministry of Finance


http://www.financeisrael.mof.gov.il/FinanceIsrael/Pages/En/EconomicData/InternationalOrganizations.aspx

Relevant Sites

Ministry of Finance

Bank of Israel

Central Bureau of Statistics

Israeli Government Portal

Israel Securities Authority

Ministry of Industry, Trade and Labor

Ministry of Foreign Affairs

[ CONTACT US ] [ BACK TO CONTENTS ]



http://www.finance.gov.il/
http://www.bankisrael.gov.il/firsteng.htm
http://www1.cbs.gov.il/reader/?MIval=cw_usr_view_Folder&ID=141
http://www.gov.il/FirstGov/english
http://www.isa.gov.il/Default.aspx?Site=ENGLISH
http://www.moital.gov.il/NR/exeres/B0B48981-357D-446F-AFAC-91A358E93C87.htm
http://www.mfa.gov.il/
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