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e Gross domestic product grew at an annualized rate of 4.4 percent in the fourth
quarter of 2009, with an increase of 4.2 percent in the business product.

< Our growth forecast has been adjusted upward, to 3.0 percent in 2010.

e The unemployment rate fell to 7.4 percent in the fourth quarter of 2009, from
7.7 percent in the preceding quarter. The workforce participation rate remained
stable at 56.6 percent.

e Current indicators of economic activity painted a positive picture over the last
month. Increases were noted in January in imports of goods, the number of
homes sold, and incoming tourism; tax revenues were higher than expected.
However, exports of goods decreased slightly. The industrial production index

and the trade and service sectors revenue index rose in December.

e The consumer price index fell by 0.7 percent, a far sharper decrease than

expected. Inflation in the last twelve months stands at 3.8 percent.
* The Bank of Israel interest rate remained unchanged, as expected.

« The government bond yield curve fell slightly during February, while the US
government bond yield curve remained almost unchanged.

< World equity markets posted moderate gains in February. The MSCI World index
rose by 1 percent, the S&P 500 index rose by 3 percent, the NASDAQ index rose
by 4 percent, and the MSCI Emerging Markets index remained unchanged. The

TA-100 index rose by 3 percent (a 2 percent increase in dollar terms).
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This review contains five chapters:
A. Developments in the Israeli Economy.
B. Developments in the Capital Market.
C. Developments in Inflation and Monetary Policy.
D. Developments in the Global Economy.

E. Macroeconomic  forecasts. This chapter presents detailed

macroeconomic forecasts for 2010-2014.

A. Developments in the Israeli Economy

Growth in the fourth quarter of 2009, according to the initial estimate, was
4.4 percent in annualized terms, similar to early estimates by the Central
Bureau of Statistics and the BOI. The business product expanded by
4.2 percent. Data for previous quarters were not significantly updated. Annual
growth in 2009 totaled 0.5 percent.
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The composition of growth in the fourth quarter was mostly positive;
particularly notable were the increases in private consumption, exports, and

imports.

Private consumption grew at an annualized rate of 4.4 percent. Private
consumption stood at 57.2 percent of GDP over the last four quarters, less
than the level a year ago.
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Public consumption expenditures remained unchanged. Public consumption
expenditures as a percentage of GDP have decreased almost continuously
since 2003.

General Government Consumption Expenditure
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Exports showed an impressive increase, at an annualized rate of 33 percent;
exports excluding start-up companies and diamonds expanded by 16 percent.
The share of exports in GDP, which had been stable since 2005, dropped

sharply from the beginning of the global crisis but stabilized over the last

quarter.
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Imports grew at an annualized rate of 14 percent. The share of imports in

GDP, which had risen steadily in recent years, decreased in the last year.

Imports of Good and Services
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Fixed-asset investments decreased at a steep annualized rate of 9.4 percent.
Investments as a percentage of GDP fell sharply over the last year, nearing
the low point of 2005.

Fixed Investment
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The growth rate in Israel over the last four quarters was 1.9 percent. This is

lower than the growth rate in East Asian countries, but much higher than the

rates in most other countries.
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Our forecast for growth in 2010 stands at 3.0 percent, up from 2.3 percent
three months ago. The change mainly stems from the publication of actual
data for the fourth quarter of 2009, and the upward revision of global growth

forecasts.
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The BOI's forecast of 3.5 percent growth in 2010 still seems overly optimistic
to us, in that for this forecast to materialize the necessary growth rate in each
quarter of 2010 would be approximately 4 percent. This is a plausible

scenario, but our central scenario is less optimistic.

We expect higher growth of about 3.5 percent on average in 2011-2014
(approximately 1.7 percent per capita).

A detailed macro-economic forecast is presented in Section E, below.

Data from the manpower survey for the fourth quarter of 2009 were favorable.

The unemployment rate decreased to 7.4 percent, from 7.7 percent in the
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The workforce participation rate remained unchanged at 56.5 percent.

The number of employed Israelis rose rapidly (total employed persons by

1.0 percent and full-time employees by 3.5 percent from the preceding

quarter).
Employees
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However, the increase in employed persons occurred entirely in the public-
services sector; the number of employees in the business sector actually fell
slightly.

Employment in public services
(as percent of total employment)
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The number of employed persons decreased by 0.8 percent in 2009, with a
1.5 percent decrease in the number of men employed, while the number of

women employed remained stable.

Current indicators of economic activity painted a positive picture over the last
month. Increases were noted in January in imports of goods, the number of
homes sold, and incoming tourism; tax revenues were higher than expected.
However, exports of goods decreased slightly. The industrial production index

and the trade and service sectors revenue index rose in December.

Exports of goods (excluding diamonds, ships, and aircraft, in dollar terms)
decreased by 1 percent in January and increased by 18 percent in the twelve
months ended in January. Imports of goods (using the same definition) rose

by 6 percent in January, and by 19 percent in the twelve months through
January. When imports of energy materials are also excluded, importA
goods increased by 1 percent in January and by 11 percent in the twelve
months ended in January.
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State tax revenues totaled ILS 17.2 billion in January, above our estimates
and Ministry of Finance forecasts. If this trend continues in the coming
months, the 2010 budget deficit may be far lower than the 5.5 percent of GDP

planned in the state budget.

Incoming tourists by air (according to data net of seasonal effects) increased

by an impressive 18 percent in January, following a 12 percent decline in

December.
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The number of new homes sold grew by 10 percent in December, but fell by
11 percent in the twelve months ended in December. The supply of homes for
sale remained almost unchanged, and is 26 percent lower than in January
20009.

——new dwellings sold (3-months moving average)

-= new dwellings for sale
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Construction starts decreased by 8 percent in the fourth quarter of 2009,
following a 10 percent increase in the preceding quarter.
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Overall for the year, construction starts increased by only 0.4 percent in 2009,
following a 4.5 percent gain in 2008. Investments in housing construction

grew by 4.2 percent in 2009, following a 3.6 percent increase in 2008.

In our opinion, the small supply of homes for sale, along with the very
moderate growth in construction starts, is likely to cause a continued increase

in housing prices over the coming months.

The industrial production index rose by 1.2 percent in December and fell by
2.5 percent in the twelve months ended in December. The trade and service
sectors revenue index rose by 0.6 percent in December and by 8.2 percent in
the twelve months ended in December.
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The number of employee positions of Israeli workers remained almost
unchanged in November and in the twelve months ended in November.
Average nominal wages per employee position of Israelis rose by 0.1 percent
in November and by 1.4 percent in the twelve months ended in November, a

real decrease of 2.4 percent.

In the business sector, the number of employees remained almost unchanged
in November and decreased by 1.3 percent in the twelve months ende‘
November. Real wages decreased by 0.2 percent in November and by

2.4 percent in the twelve months ended in November. HAREI.
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Business Sector's Real Wages
and number of Employee Posts, Jan 1999 - Nov 2009
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B. Developments in the Capital Market
Bond Market
The government bond yield curve fell slightly during February.
( " ! 2 1 %

—25-Feb-10 i
—31-Jan-10
—31-Dec-08
t t t t t t t t t t t t t t t
o — ~N ™ < n © ~ © (] o — N (2] < n © ~
- - - - — — — — — — N N N N N N N N
o o o o o o o o o o o o o o o o o o
8 8 8 N N N X X N N N X X X § X X §
o o o Qo Qo Qo o o Qo o] o] o o o Qo o o o
[7) [7) [7) [3) [3) [3) [7) [7) [3) [3) [3) [7) [7) [7) [3) [7) [7) [7)
I S S - T T T T S S S S S S SR SR
=] =] =] o] @ @ oo oo o] o] (=] oo oo oo (=] oo oo [ee]
N N N N N N N N N N ~N N N N ~N N N ~N
. . Insurance and Finance
: Insrance and Finance
Tel: 1-800-310-330 ' www.harel-finance.co.lil For your meace ot mind

This review does not constitute a recommendation o buy or sell shares, cptions, contracts, etc; anyone doing so

acts solely upon his/her own judgment. The above is not a substitute for personal advice tailored to the needs of
the investor by a qualified advisor. Authors of this review may own securities mentioned in the review.




Economics and Research Department

The US government bond yield curve remained almost unchanged.
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Exchange Rates

In March, the shekel weakened by 1 percent against the currency basket,
weakened by 2 percent against the dollar, and strengthened by 1 percent
against the euro. The effective real exchange rate of the shekel remained

almost unchanged, and is now near the average level of the last two decades.

Real Effective Exchange Rate

Basket: US 50%, Euro 25%, UK 5%, Japan 5%, Others 15%
(index, average 1990-2007=100; increase means real appreciation, decrease means real depreciation)
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Energy prices
The price of a WTI oil barrel rose by 9 percent in dollar terms and by
12 percent in euro terms during February. The price of natural gas decreased

by 10 percent in dollar terms during the same period.
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Stock Markets

World equity markets posted moderate gains in February. The MSCI World
index rose by 1 percent, the S&P 500 index rose by 3 percent, the NASDAQ
index rose by 4 percent, and the MSCI Emerging Markets index remained
unchanged. The TA-100 index rose by 3 percent (a 2 percent increase in

dollar terms).

Tel-Aviv 100 Tel-Aviv 100
MSCI World (gross) | MSCI EM (gross) | (in shekel terms) | (in dollar terms)

2005 10% 35% 29% 21%

2006 21% 33% 12% 22%

2007 10% 40% 25% 37%

2008 -40% -53% -51% -50

2009 28% 70% 78% 7*

February 2010 1% 0% 3% 206
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Israel's risk premium, based on the 10-year CDS spread, was 1.3 percent at
the end of February, similar to the preceding months.

"mtes # OH# I & - <)"$ &

3.0%

—CDS 5 YEAR
| —CDS 10 YEAR

2.5% 7

2001 —————————mmmmmm e m ]

1.5% 1

1.0% A

0.5% -

0.0%

Jul-07
Jul-08 +
Jul-09 +

Aug-07 +
Sep-07 +
Oct-07
Nov-07 1
Dec-07 1
Jan-08
Feb-08
Mar-08
Apr-08
May-08
Jun-08 +
Aug-08 +
Sep-08 +
Oct-08
Nov-08 +
Dec-08 T
Jan-09 +
Feb-09 +
Mar-09
Apr-09 +
May-09 T
Jun-09 +
Aug-09 T
Sep-09 +
Oct-09
Nov-09 1
Dec-09 +
Jan-10
Feb-10 +

C. Developments in Inflation and Monetary Policy

The consumer price index fell steeply, by 0.7 percent, in January; our forecast

and the median estimate were at negative 0.3 percent. Inflation in the last
twelve months was 3.8 percent.

The lower-than-expected figure mainly stemmed from the fruit and vegetable,
home maintenance, and clothing and footwear items, which decreased far

more than forecast. The housing item decreased by 0.6 percent, in line with
our estimate

According to the BOI, inflation expectations between mid-January and mid-
February were at an average of 2.8 percent for the first year, 2.8 percent for
the second year, and 2.5 percent from the third year forward. The data reflect
an increase in expectations in the first year, but a decrease in expectations for

the longer term. However, inflation expectations appear to have decre%
since mid-February.
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The amount of means of payment decreased by 2 percent in January, and the
twelve-month increase fell to 44 percent (from a peak of 65 percent in August
2009).

BOI foreign currency purchases: According to an announcement by the Bank
of Israel, it bought USD 1.6 billion in January — near the monthly amount

during the period of its regular interventions in the FX market in 2008-2009.

The Bank of Israel interest rate remained unchanged at 1.25 percent, in line
with our expectations and those of most economists. Given the lower-than-
expected CPI last month, the decrease in means of payment, the decrease in
inflation expectations as measured in the capital market, and the more
moderate expectations of interest-rate hikes in the US and the euro zone, it
was fairly obvious that the BOI would decide to leave the interest rate

unchanged for the second consecutive month.

The interest-rate announcement stated that the decision to maintain the
February rate unchanged is part of a gradual process of returning the interest
rate to a "normal” level. The announcement further said: "The International
Monetary Fund has revised its global economic growth forecast upward,;
however, due to the weak employment figures in the G3 economies,
estimates are that the risk of an additional recession is still present, and may

have grown."

Nonetheless, most of the parameters reviewed in the BOI's announcement
support further increases in the interest rate. Thus, in our opinion the upward
trend of the interest rate has only halted temporarily, and will soon resume.
The probability of an interest-rate hike at the end of March is currently slightly
less than 50 percent, but if the interest rate does not rise at that time, it is
likely to do so at the end of April. Of course, this probability could change over
the coming weeks, according to economic data published and developments
in the capital markets, especially in the foreign-currency market (in A

opinion, appreciation of the shekel serves as a substitute for increases in the
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D. Developments in the Global Economy
United States

GDP grew at an annualized rate of 5.9 percent in the last quarter of 2009,
versus the previous estimate of 5.7 percent.Private consumption figures were
adjusted downward, and data on investments by firms were adjusted upward.
The change in inventories (a small decrease in inventories in the fourth
quarter, versus a sharp decline in the third quarter) contributed almost two-

thirds of the growth for the quarter.

The U.S. Economy

(Real quarterly growth rates, seasonally adjusted at annual rate)
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Employment Report data for January were disappointing. The number of
employed persons fell by 20,000, versus expectations of a small increase. In
addition, data for previous months were revised, mostly downward (sharper
declines). Due to a decrease in the workforce participation rate, the

unemployment rate fell from 10.0 percent to 9.7 percent.
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Real consumption grew by 0.3 percent in January, versus an average of
0.0 percent in the preceding four months. The rate of savings fell to
3.3 percent, from a 4.3 percent average in 2009. Core prices of private
consumption (the core PCE deflator) remained unchanged in January,
following an average increase of 0.1 percent in the preceding months, and in

contrast to the previous decrease in core consumer price index prices.

The ISM services sector index stood at 50.5 points in January, lower than
expected. The ISM manufacturing sector index stood at 56.5 points in
February, lower than expected

Retail sales posted a 0.5 percent increase in January, and a 4.7 percent

increase in the twelve months ended in January.

The University of Michigan's consumer confidence index stood at 73.6 points
in February, lower than expected.
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The Fed announced an increase of the discount interest rate collected by the
central bank from banks, to 0.75 percent; the spread between the discount
rate and the Fed rate grew to 0.5 percentage points, similar to the spread prior
to the escalation of the economic crisis in 2008.

The consumer price index rose by 0.2 percent in January, and inflation stood

at 2.6 percent. The core index surprisingly fell by 0.14 percent, the steepest
drop in many years.

USA: monthly change in Core CPI
(Seasonally Adjusted)
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Housing-market figures published over the last month were disappointing.
Construction starts increased by 3 percent, and construction permits
decreased by 5 percent, poor results but in line with estimates. Sales of
existing homes decreased by 7.2 percent, far more than expected. Sales of
new homes fell by 11 percent, to 309,000 in annual terms, the lowest level
since the data series began in 1963.

i
»

HAREL

Tel: 1-800-310-330 ' www.harel-finance.co.lil e e Tt

For your peace of mind

This review does not constitute a recommendation to buy cr sell shares, options, contracts, etc; anyone doing so

acts solely upon his/her own judgment. The above is not a substitute for personal advice tailored to the needs of
the investor by a qualified advisor. Authors of this review may own securities mentioned in the review.




Economics and Research Department

) " 38" &
1,600

Jan-63
Jan-65
Jan-67
Jan-69
Jan-71
Jan-73
Jan-75
Jan-77
Jan-79
Jan-81
Jan-83
Jan-85
Jan-87
Jan-89
Jan-91
Jan-93
Jan-95
Jan-97
Jan-99
Jan-01

The Case-Shiller index of housing prices in twenty major cities
December, in contrast to expectations.
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Euro Zone
The ECB maintained the interest rate unchanged at 1.0 percent, as expected.

Twelve-month inflation stood at 0.9 percent in February, according to an initial
estimate, in line with expectations.
Euro Zone Inflation and ECB Interest Rate

Hm Euro Zone Inflation —— ECB rate
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Growth in the euro zone in the fourth quarter of 2009 totaled only 0.1 percent
(0.4 percent in annualized terms), less than expected. The growth rate in

Germany, at zero, was particularly disappointing.
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The unemployment rate in the euro zone was 9.9 percent in January, versus
8.5 percent in January 20009.
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The European Union has declared its consent in principle to aid Greece, but
there are no specific plans at this stage. The chosen approach appears to be
loans to be granted to Greece by EU countries, especially Germany and
France, in return for a commitment to carry out budgetary plans. The plans will

be examined by the EU, and possibly by the International Monetary Fund as
well.

This plan essentially resembles the plans applied by the IMF in many
countries worldwide (including European countries, such as Hungary), but the
money will come from countries in Europe rather than the IMF, probably with
less strict monitoring of Greek economic policy. Of course, the question
remains whether Greece will present and implement a plan that is ambitious
enough to earn the other countries' acceptance.

Greece has been required to present an updated fiscal plan by March 16.

~

Retail sales remained almost flat in December, below expectations.
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The euro zone purchasing managers’ index was at 53.7 points in February,
according to an initial estimate, lower than expected.
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According to an initial estimate, growth in Japan totaled 1.1 percent in the

fourth quarter of 2009 (4.6 percent annualized), higher than expected.
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E. Macroeconomic Forecasts: detailed forecasts for 2009-2014

Table 1. Growth Rates of Real GDP and Its Components, 2007-2014

Real Growth Rates (percent) 2007 2008 2009 2009 2010 2011 2012 2013 2014

avg. avg. avg. Q4' avg. avg. avg. avg. avg.

GDP 5.2 4.0 0.5 19 3.0 35 35 35 35
Private consumption 6.3 3.6 1.0 3.8 3.5 2.8 4.1 4.0 4.0

By Israeli households 6.3 3.6 0.9 3.8 3.5 2.8 4.1 4.0 4.0

By households in the domestic market 6.3 4.5 0.6 3.8 3.7 2.8 4.1 4.0 3.9
Public consumption 3.4 2.1 1.4 3.4 1.5 25 34 3.3 3.3
Public domestic consumption 4.4 2.4 2.6 3.4 2.1 24 3.3 3.2 3.2
Gross capital formation 10.1 1.4 -7.4 -22.2 5.9 7.2 5.8 55 5.9
Fixed investment 15.3 4.4 -5.9 -1.9 1.4 4.9 3.8 4.1 4.4
Exports 9.3 5.2 -13.3 4.2 6.9 5.6 6.3 6.3 6.3
Exports excl. diamonds and start-ups 10.9 9.7 -10.5 -1.1 4.9 5.7 6.1 6.0 6.0
Exports of goods 10.0 2.9 -13.4 10.0 9.6 6.0 6.3 6.6 6.6
Exports of other goods 11.5 11.3 -10.0 3.2 7.1 6.3 5.9 6.1 6.1
Exports of services 7.8 10.7 -13.1 -8.4 1.2 4.9 6.3 5.7 54
Imports 11.9 2.4 -15.3 -5.1 8.3 5.7 8.3 8.0 7.9
Imports of goods 10.4 0.8 -15.8 -2.5 11.8 6.4 7.9 7.7 8.1
Imports of civil goods cif 11.2 0.8 -15.5 -2.4 12.3 6.4 7.9 7.9 8.2
Imports of services 16.6 7.7 -13.4 -13.1 -1.2 3.6 9.8 8.7 7.4
GDP business 5.6 4.5 -0.5 12 3.2 4.0 3.6 3.6 3.7
GDP/person 3.4 2.2 -1.2 0.1 1.2 1.9 1.8 1.8 1.8

Forecast date: March 1, 2010

*change over same quarter in previous year
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Table 2. Growth Rates of Nominal GDP and Its Components, 2007-2014

Nominal Growth Rates (percent) 2007 2008 2009 2009 2010 2011 2012 2013 2014
avg. avg. avg. Q4 avg. avg. avg. avg. avg.

GDP 5.56 6.00 5.23 3.72 4.62 5.88 6.01 5.84 5.89
Private consumption 8.22 8.45 3.27 6.33 5.76 4.62 6.02 6.18 6.26

By Israeli households 8.31 8.43 3.23 6.45 5.83 4.69 6.06 6.23 6.33

By households in the domestic market 8.35 9.08 3.43 6.77 6.64 4.73 6.09 6.12 6.14
Public consumption 4.16 7.44 2.42 4.01 5.62 6.64 6.47 6.04 5.76
Public domestic consumption 5.67 8.24 3.34 4.17 6.40 6.68 6.51 6.10 5.89
Gross capital formation 9.79 0.64 -5.73 | -22.01 | 3.82 8.43 8.59 7.57 7.86
Fixed investment 14.72 2.20 -3.19 | -0.60 291 7.51 6.43 6.04 6.22
Exports 5.23 -2.10 | -9.44 2.90 5.65 8.43 9.37 8.33 8.00
Exports excl. diamonds and start-ups 5.91 0.28 -5.74 | -2.04 2.68 8.65 9.19 7.98 7.64
Exports of goods 6.92 -1.75 | -12.46 | 8.30 8.53 8.33 8.98 8.37 8.31
Exports of other goods 7.41 4.04 -8.74 1.18 4.44 8.76 8.52 7.68 7.59
Exports of services 1.41 -2.93 -2.33 -7.90 -0.44 8.68 10.26 8.25 7.31
Imports 9.73 -0.30 | -18.19 | -7.12 8.06 8.15 | 11.14 | 9.92 9.44
Imports of goods 9.43 0.48 | -21.65 | -4.34 | 12.21 8.54 10.65 9.30 9.22
Imports of civil goods cif 10.31 0.67 | -2159 [ -4.39 | 13.16 8.57 10.81 9.48 9.46
Imports of services 10.69 | -2.76 | -7.04 | -15.29 | -3.24 6.92 | 12.70 | 11.87 | 10.10
GDP business 5.42 5.92 4.14 2.53 4.21 5.81 5.81 5.60 5.74

Forecast date: March 1, 2010

*change over same quarter in previous year
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Table 3. Changes in Price Deflators of GDP and Its Components, 2007-2014

Changes in price deflators (percent) 2007 2008 2009 2009 2010 2011 2012 2013 2014
avg. avg. avg. Q4' avg. avg. avg. avg. avg.
GDP 0.3 1.9 4.7 1.8 1.6 2.3 25 2.3 2.3
Private consumption 1.8 4.7 2.2 2.5 2.2 1.8 19 2.1 2.2
By Israeli households 1.9 4.7 2.3 2.6 2.2 1.8 1.9 2.2 2.2
By households in the domestic market 1.9 4.4 2.9 2.9 2.8 1.9 1.9 2.1 2.1
Public consumption 0.7 5.2 1.0 0.6 4.0 4.0 3.0 2.6 2.4
Gross capital formation -0.3 -0.8 1.8 0.2 -1.9 1.2 2.6 1.9 1.8
Fixed investment -0.5 -2.1 2.9 14 15 24 2.6 1.9 1.8
Exports -3.7 -6.9 4.4 -1.2 -1.2 2.7 2.9 1.9 1.6
Exports of goods -2.8 -4.5 1.0 -1.5 -1.0 2.2 25 1.7 1.6
Exports of other goods -3.7 -6.5 1.4 -2.0 -2.5 2.3 25 15 1.4
Exports of services -5.9 -12.3 12.4 0.5 -1.7 3.6 3.7 2.4 1.8
Imports -1.9 -2.7 -3.5 -2.1 -0.2 2.3 2.6 1.8 1.4
Imports of goods -0.9 -0.3 -6.9 -1.8 0.4 2.0 2.6 1.4 1.1
Imports of civil goods cif -0.8 -0.1 -7.2 -2.0 0.8 2.0 2.7 15 1.1
Imports of services -5.0 -9.7 7.4 -2.5 -2.1 3.2 2.7 2.9 25
GDP business -0.2 1.4 4.6 1.3 1.0 1.7 2.2 1.9 2.0
Terms of trade (goods and Services) -1.9 -4.4 8.2 0.9 -1.0 0.4 0.3 0.1 0.2
Dollar exchange rate 4.108 | 3.588 | 3.933 | 3.765 | 3.782 | 3.805 | 3.828 | 3.808 | 3.782
annual change (percent) -7.8 -12.7 9.6 -1.3 -3.8 0.6 0.6 -0.5 -0.7
Basket exchange rate 4.744 | 4.227 | 4561 | 4.457 | 4.370 | 4.389 | 4.416 | 4.392 | 4.363
annual change (percent) -5.5 -10.9 7.9 2.2 -4.2 0.4 0.6 -0.5 -0.7
CPI 95.6 100.0 | 103.3 | 105.1 | 105.5 | 108.0 | 109.8 | 111.9 | 1141
annual change (percent) 0.5 4.6 3.3 3.6 2.1 2.3 1.7 1.9 2.0
Forecast date: March 1, 2010 A

*change over same quarter in previous year
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Table 4. The Labor Market and Population, 2005-2014

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
avg. avg. avg. avg. avg. avg. avg. avg. avg. avg.

Wage

level 7,219 | 7,467 | 7,628 | 7,921 | 7,969 | 8,178 | 8,438 | 8,797 | 9,161 | 9,510

annual change (percent) 2.4 3.4 2.2 3.8 0.6 2.6 3.2 4.3 4.1 3.8

annual real change (percent) 1.1 1.3 1.6 -0.7 -2.6 0.5 0.8 2.5 2.2 1.8
Employees

level 2,723 | 2,801 | 2,926 | 3,048 | 3,057 | 3,111 | 3,163 | 3,219 | 3,281 | 3,341

annual change (percent) 3.4 2.9 4.5 4.2 0.3 1.8 1.7 1.8 1.9 1.8
Israeli employees

level 2,494 | 2574 | 2,682 | 2,777 | 2,786 | 2,840 | 2,891 | 2,948 | 3,009 | 3,069

annual change (percent) 3.9 3.2 4.2 3.5 0.3 1.9 1.8 19 2.1 2.0
Non-Israeli employees

level 229 227 244 271 271 272 272 272 272 272

annual change (percent) -1.8 -0.7 7.2 11.4 -0.3 0.4 0.0 0.0 0.0 0.0
Unemployed (Israelis)

Thousands 247 236 212 180 229 217 222 224 214 205

percent of workforce 9.0 8.4 7.3 6.1 7.6 7.1 7.1 7.1 6.6 6.3
Participation rate (percent) 55.2 55.6 56.3 56.5 56.6 56.4 56.5 56.5 56.5 56.4
Population (Level) 6,930 | 7,054 | 7,180 | 7,309 | 7,440 | 7,568 | 7,692 | 7,817 | 7,945 | 8,075

annual change (percent) 1.8 1.8 1.8 1.8 1.8 1.7 1.6 1.6 1.6 1.6
Population 15+ (Level) 4,963 5,053 5,142 5,233 5,325 5,420 5,514 5,611 5,709 5,809

annual change (percent) 1.8 1.8 1.8 1.8 1.8 1.8 1.7 1.7 1.7 1.7

Forecast date: March 1, 2010 A
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Table 5. GDP and GDP Composition at Current Prices, 2006-2014

2006 2007 2008 2009 2010 2011 2012 2013 2014

GDP at current prices (NIS billions) 649.85 | 686.01 | 725.14 | 763.09 | 798.37 | 845.36 | 896.16 | 948.51 | 1004.37

(as percent of GDP)

Private consumption 55.35 | 56.74 | 58.26 | 57.17 | 57.79 | 57.10 | 57.10 | 57.29 57.49
By Israeli households 53.66 | 55.06 | 56.58 | 55.50 | 56.15 | 55.51 | 55.54 | 55.74 55.97
By households in the domestic market 53.89 | 55.31 | 57.22 | 56.24 | 57.32 | 56.70 | 56.74 | 56.89 57.03
Public consumption 2537 | 25.03 | 24.84 | 24.18 | 24.41 | 2458 | 24.69 | 24.74 24.71
Public domestic consumption 2359 | 23.62 | 23.73 | 23.30 | 23.70 | 23.88 | 23.99 | 24.05 24.05
Gross capital formation 18.79 19.55 18.46 16.54 16.41 16.80 17.21 17.49 17.82
Fixed investment 17.22 | 18.72 | 1796 | 16.53 | 16.26 | 16.50 | 16.57 | 16.60 16.65
Change in inventories 1.57 0.83 0.49 0.01 0.15 0.30 0.64 0.89 1.16
Net exports 0.49 -1.32 -1.56 212 1.39 1.52 1.00 0.49 -0.01
Exports 42.81 | 42.67 | 39.99 | 3442 | 3475 | 3559 | 36.72 | 37.58 38.33
Exports excl. diamonds and start-ups 36.12 36.23 34.82 31.19 30.61 31.41 32.35 33.01 33.56
Exports of goods 29.68 | 30.06 | 28.08 | 23.36 | 24.23 | 24.79 | 25.49 | 26.09 26.69
Exports of other goods 22.59 22.98 22.76 19.74 19.70 20.24 20.72 21.08 21.41
Exports of services 13.13 12.62 11.91 11.06 10.52 10.80 11.23 11.49 11.64
Imports 4232 | 4399 | 4155 | 32.30 | 33.36 | 34.07 | 35.72 | 37.10 38.34
Imports of goods 32.28 33.47 31.72 23.62 25.33 25.97 27.10 27.99 28.87
Imports of civil goods fob 30.58 | 32.02 | 30.49 | 22.67 | 2450 | 25.12 | 26.26 | 27.16 28.07
Imports of services 10.04 10.52 9.83 8.68 8.03 8.11 8.62 9.11 9.47
GDP business 73.34 | 73.23 | 7338 | 7262 | 7233 | 7228 | 72.15 | 71.98 71.88

Forecast date: March 1, 2010
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Important Announcements in the Coming Month

Title date Day | Time | Link
Euro zone PMI index Mar 3 Wed 11:00 | www.markiteconomics.com
Euro Zone, Retail sales Mar 3 Wed 12:00 | www.ec.europa.eu/eurostat
US, ISM Services index Mar 3 Wed 17:00 | www.ism.ws
Euro zone, Q4 GDP Mar 4 Thu 12:00 | www.ec.europa.eu/eurostat
UK, interest rate decision Mar 4 Thu 14:00 www.bankofengland.co.uk
Euro zone, interest rate decision Mar 4 Thu 14:45 | www.ech.int
US, employment report Mar 5 Fri 15:30 | www.bls.gov
Israel, average wages Mar 8 Mon 13:00 | wwwi.cbs.gov.ilireader
Israel, current account Q4 Mar 8 Mon 13:00 | wwwi.cbs.gov.ilireader
Israel, incoming tourists Mar 9 Tue 13:00 | wwwal.cbs.gov.il/reader
Israel, foreign trade Mar 11 Thu 13:00 | wwwi.cbs.gov.ilireader
US, retail sales Mar 12 Fri 15:30 www.census.gov/svsd/www/adseries.html
Israel, CPI Mar 15 Mon 18:30 | wwwi.cbs.gov.ilireader
Euro Zone, CPI Mar 16 Tue 12:00 | www.ec.europa.eu/eurostat
US, housing stars and permits Mar 16 Tue 15:30 | www.census.gov/pub/const
Israel, Industrial production index and trade and Mar 18 Thu 13:00 www1.cbs.gov.ilireader
service sectors revenue index
Us, CPI Mar 18 Thu 15:30 | www.bls.gov
US, Sales of existing homes Mar 23 Tue 17:00 | www.realtor.org/Research.nsf/Pages/EHSdata
US, new home sales Mar 24 Wed 17:00 www.census.gov/const/www/newressalesindex.html
US, Q4 GDP Mar 26 Fri 15:30 | www.bea.gov
US, Michigan University consumer confidence index Mar 26 Fri 17:00 | www.sca.isr.umich.edu
Israel, New dwelling sold in private sector Mar 28 Sun 13:00 www1.cbs.gov.il/reader
Israel, BOI interest rate decision Mar 28 Sun 17:30 | www.bankisrael.gov.il
US, Private income and consumption Mar 29 Mon 15:30 | www.bea.gov
UK, Q4 GDP Mar 30 Tue 11:30 | www.statistics.gov.uk
US, Case-Shiller index Mar 30 Tue 16:00 | http://www?2.standardandpoors.com
Euro Zone, CPI estimate Mar 31 Wed 12:00 | www.ec.europa.eu/eurostat
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