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The consumer price index decreased by 0.1 percent in February, and inflation
now stands at 3.3 percent. The CPIl was low compared to both our forecast
and the average forecast. For us, the main surprises were the transportation
and communications item, which increased by just 0.1 percent, and the
housing item, which rose by only 0.5 percent, despite the more than 4 percent

depreciation of the dollar during the relevant period.

We estimate that due to the low CPI, the Bank of Israel will be able to
continue the monetary expansion, including an increase of the amount of

money and support for the depreciation of the shekel.

If there is no significant depreciation of the shekel within the next few weeks,
given the highly disappointing export data published recently, it is quite

possible that the BOI will decide to continue purchasing foreign currency even
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after the amount of reserves crosses the USD 44 billion mark.

This review does not constitute a recommendation to 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.
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Foreign-trade figures for February were weak. Exports of goods (excluding
aircraft, ships, and diamonds; in dollar terms) decreased by 4 percent in
February and by 17 percent in the last twelve months. Imports of goods fell by

7 percent in February and by 27 percent in the last twelve months.
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Incoming tourism by air decreased by 5 percent in February and by 15

percent in the last twelve months.

Tourist Arrivals
(thousands per month)

Start of
Palestinian
Terrorist

Attacks,
/ Sep 2000

200 - Pope visit

150 A

Intifada

/

Attac
kin
Gaza

Terrorist
Attacks

Sep 11/

100 A

War in

Lebanon
Attacks
50 4 Attack on the
Achille Lauro
Attack in Netanya, \
March 2002
Gulf War War in Iraq

0

1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

The sharp decline in exports and imports of goods and in incoming touris&

recent months heralds a substantial contraction of GDP in the first quarter of

2009, in our opinion. HAREL
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Euro zone
Inflation in February was 1.2 percent, in line with advance estimates.

Retail sales grew at a minuscule rate of 0.1 percent in January, and

decreased by 2.2 percent in the preceding twelve months.

United States

In February, retail sales decreased by a minute 0.1 percent, less than
expected, but fell by 9 percent in the preceding twelve months.
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Important Announcements in the Coming Week

e Data on construction starts and permits will be published in the United

States on Tuesday, March 17th,

e The consumer price index and the Fed's interest-rate decision will be
published in the United States on Wednesday, March 18th.

e The Central Bureau of Statistics will publish the industrial production

index and the trade and service sectors revenue index on Thursday,

March 19th. A

e The Bank of Israel's interest-rate decision and sales data on existing

homes in the United States will be published on Monday, March ZH’AREL
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This review is posted online at www.harel-finance.co.il/macro in Hebrew

and at www.harel-finance.co.il/macro/ENG in English.

Please address comments or questions to Mr. Ofer Klein at

oferk@harel-finance.co.lil

If you would like fo be removed from the Harel Group mailing /ist,
please let us know in a reply to this e-mail.
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