3. Economic activity vis-a-vis abroad

Net nonresident investment in Israel' and net resident investment abroad increased in the course of 2024.
Outstanding liabilities to abroad? increased in 2024 due to USD 26 billion in net nonresident investments in Israel,
exceeding the annual average in the past ten years (USD 22 billion).

Most nonresident activity centered on direct investment, as in 2023. In addition, in the second half of the year,
nonresidents went back to portfolio investments, for the first time since the third quarter of 2022, Nonresidents
made sizable net investments in equities and redeemed bonds in smaller sums.

Concurrently, the balance of Israel assets abroad?® increased as a result of USD 47 billion in net resident investments
abroad, surpassing the annual average in the past 10 years (USD 36 billion). Stood out in particular households’
portfolio investments (including mutual funds).

The larger increase in value of domestic assets than the increase in value of balance of liabilities contributed to an
upturn in the domestic economy’s surplus of assets over liabilities.

Israel’s liabilities to abroad—Nonresidents’ investments in the Israeli economy

Israel’s outstanding liabilities to abroad
increased in 2024, reflecting an upturn in
nonresident investment.

Israel’s outstanding liabilities to abroad increased
by USD 66 billion (14 percent) in 2024 and ended
theyearat USD 554 billion, on the heels of a milder
upturnin 2023.

* For changes in the balance of each investment category by

component, see the table on Israel’s assets and liabilities vis-a-vis
abroad at the end of this chapter.

Figure 3.1: Israel’s outstanding liabilities to
abroad, by types of investments
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Net nonresident investments and increases in
prices of Israeli securities held by nonresidents
account for most of the change in the
outstanding liabilities.

In the course of 2024, there was USD 27 billion in
net investment (6 percent), exceeding net
investment in 2023 (USD 8 billion).

In addition, increases in the prices of Israeli
securities held by nonresidents, particularly those
traded abroad, contributed USD 44 billion to the
balance of liabilities (up 9 percent).

Figure 3.2: Determinants of change in Israel’s
balance of liabilities to abroad, by type of
investment
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! For definitions of the various terms in this section, see the glossary of concepts at the end of the section.

2 Nonresident investments in Israel.
% Resident investments abroad.
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The increase in net nonresident investment
traces mainly to the resumption of net portfolio
investment

Nonresidents invested USD 27 billion in Israel in
2024, mostly direct investments.

They also invested USD 2 billion in tradable Israeli
securities after USD 11 billion in net realizations in
2023.

Net other investments increased by USD 8 billion.

Figure 3.3: Net nonresident investment in
Israel, by types of investments
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Net direct investment increased less vigorously
thanin 2023.

In the course of 2024, nonresidents made USD 17
billion in direct investment in Israel, most in
accrued reinvestment earnings.

New equity investments were USD6 billion,
largely unchanged from 2023.

For a further breakdown of trends in nonresident
directinvestmentsinIsraelin the past decade, see
“Foreign  Direct Investment in Israel—
Developments and Trends in the Past Decade” in
the Statistical Bulletin for 2024, below.

Figure 3.4: Direct nonresident equity
investments in Israeli companies, by types of
investments
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Nonresidents made net investments in
tradable Israeli securities, in contrast to net
realizations in 2023.

Nonresidents invested USD 6 billion netin equities
during the year, after negligible net realizations in
2023.

Concurrently, nonresidents sold off USD 4 billion
(net) in bonds on the heels of larger net
realizations in 2023.

Figure 3.5: Nonresident portfolio investments,
by instrument
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In 2024, nonresidents made net investments in
tradable securities abroad and net realizations
of tradable securities in Israel.

In the first half of the year, nonresidents made net
investments in tradable securities abroad and net
realizations of tradable securities in Israel.

In the second half, in contrast, they made net
realizations abroad and net investments in Israel.

For elaboration, visit the “Zoom-In” section at the
end of this chapter.

Figure 3.6: Nonresident investments in
tradable securities, by place of tradability
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Most of the upturn in nonresidents’ other
investments originated in an increase in Trade
credit.

In the course of 2024, Trade credit increased by
USD 5 billion.

Concurrently, foreign banks made USD 2 billion in
net deposits in Israel.

In addition, nonresidents issued around USD 1
billion in loans.

Figure 3.7: Net other investments of Israeli
residents abroad, by instrument
USD billion, 2024
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Israeli assets abroad—resident investments

The balance of Israeli assets abroad increased
in 2024, as it did in 2023, and attested mainly in
the balance of tradable securities for the
portfolio.

The balance of Israeli assets abroad grew by
USD 75 billion (11 percent) and came to USD 774
billion by year’s end. The upturn originated mainly
in increases of USD 47 billion (20 percent) in
portfolio investments, USD 10 billion (6 percent) in
the balance of other assets, and USD 10 billion (5
percent) in the balance of reserve assets.

*For segmentation of the balance in each investment category by

components, consult the table of Israeli assets and liabilities vis-
a-vis abroad at the end of this chapter.

Figure 3.8: Balance of Israeli assets abroad
USD billion
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The increase in asset balance was abetted by Figure 3.9: Determinants of change in the

net resident investments abroad and rising Israeli asset balance abroad
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The balance of resident investment in foreign Figure 3.10: Resident investment in foreign
portfolio investments increased in 2024, portfolio investments, by instrument
largely due to net investment and increases in USD billion
equity prices in foreign capital markets.
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Resident investment in foreign bonds fell Figure 3.12: Resident investments in foreign
below last year’s level. bonds for the portfolio, by sector
. . . USD billion
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Institutional investors’ portfolio investments Figure 3.13: Institutional investors’ activity
far exceeded those of the previous two years. vis-a-vis abroad
N . - . USD billion
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Households invested conspicuously large sums Figure 3.14: Households’* activity vis-a-vis
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Other net investments abroad, foremost in
loans and deposits, grew briskly.

In 2024, residents made USD 12 billion in other
investments abroad.

Most of these investments took place in loans and
deposits, each at approx. USD 4 billion. Most net
deposits were made by the government and
households.

Residents also invested USD 3 billion in mutual
funds and extended an additional 1 billion in
customer credit.

Figure 3.15: Net other investments of Israeli
residents abroad, by instrument
USD billion,2024
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SOURCE: Bank of Israel.

Residents made more direct investments
abroad in 2024 than in 2023.

Direct resident investments abroad added up to
USD 10 billion in 2024, USD 2 billion more than in
2023.

USD 3 billion was laid out in new investments,
sharply up from USD 0.2 billion in 2023.

USD 3 billion in earnings was accrued for
reinvestment, down from the 2023 level.

Figure 3.16: Residents’ direct equity
investments, by investment type
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The economy’s balance of reserve assets ended
the year at USD 215 billion, up USD 10 billion (5
percent)

The increase traces to USD8 billion in net
investment (4 percent), mainly due to government
activity.

Price increases added another USD 6 billion (3
percent) due to rising equity indices abroad.

Figure 3.17: The economy’s balance reserve
assets
USD billion
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Gross external debt

The ratio of gross external debt to GDP* fell in
2024 as GDP grew more vigorously than did the
economy’s gross external debt.

The gross external debt balance rose by 2 billion
dollars (1.4 percent) in 2024. At the same time,
GDP in dollar terms increased by 6.5% percent.

These developments contributed to a decrease of
approximately 1.3 percentage points in the gross
external debt-to-GDP ratio, which stood at 27.2
percent at the end of the year.

Figure 3.18: Gross balance of external debt and
ratio of external debt to GDP
USD billion
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Surplus of assets over liabilities

Israel’s surplus of assets over liabilities vis-a-
vis abroad grew in 2024.

A larger increase in Israel’s assets (USD 76 billion)
than in Israeli’s liabilities (USD 66 billion) helped
boost the surplus of assets over liabilities vis-a-vis
the rest of the world to USD 220 billion in 2024, up
USD 10 billion (4 percent) from 2023.

Figure 3.19: Israel’s surplus of assets (+) over
liabilities vis-a-vis abroad
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Net external debt
Israel’s surplus of assets over liabilities in debt
instruments  (negative external debt®)
increased in 2024.

The balance of assets in debt instruments rose by
29 billion dollars (7 percent) in 2024, while the
balance of liabilities in debt instruments
increased by approximately 2 billion dollar (1.4
percent)

As a result, the surplus of assets over liabilities in
debt instruments vis-a-vis abroad (negative net
external debt) increased by about 27 billion
dollars (11 percent), reaching approximately 277
billion dollars at the end of the year.

Figure 3.20: Surplus of assets over liabilities in
debt instruments alone (net negative external
debt)
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4 Balance of liabilities in debt instruments only. For more detailed definitions, explanations, and calculations relating to the external debt, see

“Sources of Data and Main Terms” at the end of this chapter,

% Israel has a surplus of assets over liabilities vis-a-vis the rest of the world, i.e., a net negative external debt. See explanation in “Sources of Data

and Main Terms” at the end of this chapter,
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Nonresident Portfolio Investments

The balance of nonresident investment in tradable equities has grown in the past two years, largely due to
an increase in equity prices. Concurrently, the balance of nonresident investment in tradable government
bonds and Makam has fallen, chiefly due to net realizations in 2024 in continuation of net realizations in
2023.

In the second half of 2024, nonresidents invested in portfolio investments for the first time since the second
quarter of 2022. Most investments during the year were in equities, particularly those traded abroad. In
contrast, net realizations were observed in tradable government bonds in Israel, particularly in the first

quarter.
The balance of nonresident portfolio investments in In the second half of 2024, nonresidents invested in the
tradable Israeli equities increased in the course of 2024 tradable securities portfolio for the first time since the
and ended the year at USD 153 billion, Most of the growth second quarter of 2022.

traced to rising equity prices. Concurrently, the balance
of nonresident investment in government bonds slumped
to USD 56 billion at year’s end.

Figure 3.21: Balance of nonresident portfolio
investments in tradable securities, by type of

instrument and determinants of change in portfolio Figure 3.22: Nonresident investment flow in tradable
balance, USD billion securities portfolio, by instrument, USD billion
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In the second half of 2024, nonresidents resumed investing
in equities traded on the Tel Aviv Stock Exchange after
posting net realizations from the third quarter of 2023 to
that time. In the course of the year, nonresidents made
larger net investments in tradable equities abroad than

they had in the previous two years.

Figure 3.23: Nonresident investment in tradable Israeli
equities*, by place of trading, USD billion
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*Portfolio investments in tradable securities

In the second half of 2024, nonresidents invested in

tradable government bonds in Israel for the first time since
the second quarter of 2023. From the second quarter of

2024 on, nonresident realizationsof government bonds
traded abroad were recorded.

Figure 3.24: Nonresident investment in tradable Israeli
bonds, by place of trading, USD billion
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B 1s:acl's Assets and Liabilities vis-a-vis Abroad © IR

$ million Transactions Price Exchange Balance
Balance
changes rate to the
to the . :
end of differentials  end of
and other 2024
2023 .
adjustments
Israel's Assets 698,161 -11,101 773,643
of which: Debt instruments” 395,275 23,413 9,767 -3,960 424,497
Direct investments abroad 105,966 10,478 1,721 -3,341 114,825
of which: ijhnadre capital and 84,204 7,578 1,721 3350 90,244
Owners' loans 21,672 2,900 0 9 24,581
Financial investments 237,058 19,646 28,957 -1,159 284,504
of which: Share capital 142,894 16,305 25,241 -1,507 182,936
Bonds 94,164 3,341 3,716 347 101,568
Other investments abroad 147,469 12,081 3,547 -1,021 162,077
of which: D.eposr.cs by Israelis 15,077 3,665 413 95 19,249
(including banks)
Loans 34,012 3,811 -18 -235 37,570
Customer credit 25,656 1,485 0 -184 26,959
Other assets 72,724 3,121 3,152 -697 78,299
Reserve assets 204,694 8,212 5,656 -3,992 214,570
Derivative instruments 2,974 -3,720 0 -1,587 -2,333
Israel's Liabilities 487,894 554,087
of which: Debt instruments 145,239 4,026 0 -1,893 147,384
Direct investments 242,274 16,808 7,123 -1,053 265,155
of which: f;hna;e capitaland 30654 17,204 7,123 1,053 253,929
Owners' loans 11,620 -396 0 0 11,226
Financial investments 182,944 2,026 36,666 -2,866 218,775
of which: Share capital 112,000 5,691 36,666 -1,583 152,774
Bonds 70,943 -3,665 0 -1,282 66,000
Other investments 62,676 8,087 0 -611 70,157
of which: Depsits by
nonresidents and 24,798 2,031 0 -274 26,556
foreign banks
Loans 19,585 1,349 0 -210 20,724
Suppliers' credit 18,293 4,707 0 -127 22,878

Net Liabilities** - 3.908 6,571 '
210,267 ’ ’ 219,555

of which: Net debt instruments -250,036 -9,767 2,067 -277,113
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The Bank of Israel Information and Statistics Department manages a database of economic activity vis-a-vis
abroad. The Department gathers data and information from various sources. Most of the data are obtained from
direct reports® by companies and individuals to the Bank of Israel pursuant to the Bank of Israel Order (see
“Information on the Development of the Foreign Exchange Market in Israel”, 5770-2010). Those required to report
are any Israeli resident with a balance of direct investments in foreign companies totaling $20 million or more, and
any Israeli company in which foreign parties at interest hold $40 million or more in direct investment. In addition,
companies and individuals with financial assets abroad totaling $20 million or more also report. Additional data
used to measure economic activity vis-a-vis abroad are obtained from reports by the Bank of Israel Accounting
Division, the Israel Securities Authority, the Ministry of Finance, the institutional investors, and domestic banks. The
Information and Statistics Department processes the data obtained from the various sources.

I Directinvestment’
Direct investment includes investments in capital and owners’ loans. Direct investment in capital is investment
by nonresidents in Israeli companies or investment by Israelis in foreign companies, when it involves holdings of
more than 10 percent of the company’s paid up capital (tradable and nontradable). Direct investment in capital
includes stock purchases, accumulated profits (undistributed profits), and investment in real estate.
Accumulated profits (minus declared dividends) are profits accumulated from direct investments in capital (the
direct investor’s share of accumulated profits in the company, as per the percentage of his investments in the
company’s capital), that have not yet been distributed to shareholders and remain with the
company. Accumulated profits are considered as if they have been withdrawn by the investors and reinvested in
the company, and are therefore included in direct investments in capital. Accumulated profits are calculated only
on direct investments in capital instruments and investment funds (and not on financial investments).
Owners’ loans are credit issued to the company by a party at interest in the company.

I Financial investment (tradable securities portfolio)
Transactions between Israelis and nonresidents, involving debt instruments (including government bonds) or
company stock where holdings are of less than 10 percent of the company’s capital, excluding investment that is
included in reserve assets and that is negotiable. This category reflects activity in the Israeli stock market or
foreign stock markets.

Direct and financial investments are part of capital flows between Israel and the rest of the world, which are
recorded in the financial account of Israel’s balance of payments. The distinction between direct investment and
financial investment reflects the difference in the investor’s motive and purpose. Direct investment generally
reflects globalization of real economic activity, meaning the geographic diversification of development,
production, and marketing of goods and services and the establishment of multinational corporations. In
contrast, financial investment generally reflects globalization of financial activity—management of the securities
portfolio with geographic diversification, in an attempt to improve the yield to risk ratio of the portfolio as a whole.
The flows of direct and financial investment by foreign residents in the Israeli economy create a liability of the
economy toward abroad, while the flows of direct and financialinvestments abroad by Israelis create Israeli assets
vis-a-vis abroad.

¢ For more information on forms for reporting to the Bank of Israel, see http://www.boi.org.il/he/DataAndStatistics/Pages/ReportingForms.aspx
(in Hebrew).

" For further details on definitions, explanations and calculations, see Bank of Israel, “Measuring direct investment as a part of the International
Investment Position”, Statistical Bulletin 2016, Part 2.
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I Otherinvestments
Investments abroad by Israelis or investments in Israel by nonresidents in other instruments: deposits, financial
loans (that are not owners’ loans or bonds), and commercial credit. Other investments abroad by Israelis also
include investments in other assets (financial investments in nontradable equities [below 10 percent of the
invested company’s share capital], mutual funds, and so forth).

I Reserve assets
Foreign exchange balances of the central bank, the State’s gold reserves, reserves at international organizations
such as the International Monetary Fund, and Special Drawing Rights (SDRs). Sources of foreign exchange could
be foreign exchange purchases, foreign exchange swaps, government transfers (government deposits in foreign
exchange at the Bank of Israel), or transfers by commercial banks (banks’ deposits in foreign exchange at the Bank
of Israel).

I Other adjustments
Changes in balances that are not due to net transactions, price changes, or exchange rate differentials. These
include revaluations of nontradable companies, changes of residence, tradability changes, and unexplained
statistical differences.

I capital instruments
Direct and financial investments in equities, including drawing right

I Debt instruments Contractual liabilities for payment of principal or interest in the future, including: owners'
loans, financial loans and credit, bonds, deposits, commercial credit, and reserve assets.

I Gross external debt
The economy’s total liabilities to abroad in debt instruments in foreign exchange and Israeli currency.

I Netexternaldebt
The surplus of liabilities over assets in debt instruments only. Net external debt is calculated as gross external
debt minus Israelis’ assets abroad in debt instruments.

I Ratio of gross external debt to GDP Calculated as external debt divided by GDP in dollar terms. GDP in
dollar terms is calculated by dividing GDP in shekel terms by the average exchange rate during the period.



