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Press Release:

[bookmark: _GoBack]
The public's financial assets portfolio in the fourth quarter of 2021

[For an analysis of developments in the assets portfolio in 2021 overall, see “The public's financial assets portfolio” in Part A of Statistical Bulletin for 2021 (translation forthcoming).]

· In the fourth quarter of 2021, the balance of the public’s financial assets portfolio increased by approximately NIS 222 billion (4.6 percent), and for the year overall it increased by abut 14.6 percent, to about NIS 5 trillion, further to the trend of increase in recent years.
· The increase in the fourth quarter derived mainly from an increase in the balance of equities in Israel (12.5 percent), and tradable corporate bonds (6.5 percent), and cash and deposits (5.2 percent).
· The balance of the asset portfolio managed by institutional investors increased in the fourth quarter by approximately NIS 120 billion (5.3 percent), to about NIS 2.4 trillion at the end of the quarter. For the year overall, the balance increased by approximately 17 percent. 
· Institutional investors’ rate of exposure to assets abroad increased by about 0.9 percentage points during the quarter, while their exposure to foreign currency decreased by about 0.4 percentage points. 
· The value of the portfolio managed by mutual funds in Israel increased by about NIS 20 billion (5.4 percent) in the fourth quarter, to about NIS 397 billion.

1. The total assets portfolio[footnoteRef:1] [1:  Due to the receipt of new data, the data on the Public’s Assets Portfolio was scrubbed, beginning from January 2020.] 

[image: ]In the fourth quarter of 2021, the balance of the public’s financial assets portfolio continued to increase, rising by about NIS 222 billion (4.6 percent) to about NIS 5 trillion (Figure 1). It thus increased by about 14 percent for the year overall. The share of the public’s financial assets portfolio relative to GDP increased by about 3.7 percentage points, to about 325 percent at the end of the quarter, as a result of a slightly greater increase in the balance of the portfolio than in the increase in GDP.


2. Analysis of the changes in the overall portfolio
Over the course of the fourth quarter, the public’s holdings increased in most components, other than the balance of investments abroad (0.7 percent). Prominent among these were increases in the domestic equities component (12.5 percent), tradable corporate bonds (6.5 percent), and in cash and deposits (5.2 percent).
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· The balance of holdings of equities in Israel increased by about NIS 90.7 billion (12.5 percent) during the quarter, primarily as a result of price increases on the equity indices, which were partially offset by net realizations. For the year overall, the balance of equities in Israel increased by about 33 percent, to about NIS 815 billion at year end.
· The balance of cash and deposits increased during the fourth quarter by about NIS 93 billion (5.2 percent) to about NIS 1.9 trillion, further to the marked increase in this component that began in 2020.
· The balance of tradable corporate bonds traded in Israel increased by about NIS 23.4 billion during the quarter, to about NIS 382 billion at the end of the quarter, mainly due to net investments, in view of net issuances during the quarter. 
· The balance of government bonds (tradable and nontradable) and makam increased during the quarter by about NIS 7.4 billion (0.8 percent), to about NIS 950 billion at the end of the quarter. 
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The balance of investments abroad declined by about NIS 5.1 billion (0.7 percent) during the quarter, to about NIS 766 billion, constituting about 15 percent of the total asset portfolio. The decline derived from the following 2 components:

· The balance of tradable (corporate and government) bonds abroad declined by about NIS 2.6 billion (1.5 percent) during the quarter, despite net investments of about NIS 10 billion. This was due to the appreciation of the shekel against the dollar (3.7 percent) and price declines, to about NIS 166 billion at the end of the quarter. 
· The balance of equities held abroad declined by about NIS 2.5 billion (0.4 percent), to about NIS 599 billion at the end of the quarter. Despite the increases in equity indices, the balance declined as a result of net realizations of about NIS 1.7 billion and from the shekel’s appreciation against the dollar (3.7 percent).

As a result of developments during the quarter, there was a decline of about 0.8 percentage points (from 16 percent to 15.2 percent) in the share of foreign assets, and a decline of about 0.7 percentage points (from 23.1 percent to 22.4 percent) in the share of foreign exchange assets.[footnoteRef:2]  [2:  For an explanation of the terms, see the indicators table on the Bank of Israel website at https://www.boi.org.il/en/DataAndStatistics/Pages/MainPage.aspx?Level=3&Sid=47&SubjectType=2] 




[image: ]3. The portfolio managed by institutional investors[footnoteRef:3] [3:  Excluding mutual funds.] 


· The balance of the asset portfolio managed by all institutional investors increased in the fourth quarter by about NIS 120 billion (5.3 percent), to about NIS 2.4 trillion at the end of the quarter (about 48 percent of the public’s total financial assets portfolio). The increase in the balance encompassed all institutional investors and was notable mainly in the new pension funds (an increase of about NIS 39 billion). The increase in the balance of the managed portfolio during the quarter derived mainly from changes in the following investment components: equities in Israel—an increase of about NIS 34 billion (15.5 percent), mainly due to price increases; government bonds and makam—an increase of about NIS 22 billion (2.6 percent); equities abroad—a decline of about NIS 30 billion (15.4 percent), mainly due to net sales.

· Exposure of the portfolio managed by institutional investors[footnoteRef:4] to assets abroad and to foreign currency [4:  Estimates of members’ exposure (rather than exposure of the institutional investors themselves) to various risks in the portfolio managed for them by the institutional investors (excluding insurance policies with a guaranteed yield, where the risk is taken on by the institutional investors). For additional details on definitions, terms, and explanations, see “Measuring the Exposures of Institutional Investors to Foreign Currency and to Foreign Assets” in the Bank’s Statistical Bulletin for 2016.] 


In the fourth quarter of 2021, the share of institutional investors’ exposure to assets abroad increased by about 0.9 percentage points, to about 37.5 percent of total assets. This was a result of a larger increase in institutional investors’ balance of exposure to assets abroad than the rate of increase in total assets of institutional investors. Provident funds and advanced training funds were notable for their increase in exposure to abroad up to a level of 44.5 percent. 
Most of the increase in the balance of exposure to assets abroad (about $29.7 billion) derived from an increase in exposure to equity indices abroad through futures contracts and options (about $17.6 billion).  

Exposure to foreign currency—During the fourth quarter of 2021, institutional investors made net sales of foreign currency assets totaling about $3.3 billion, purchases totaling about $3.9 billion in assets denominated in and linked to foreign currency (mainly in deposits and in foreign currency-denominated current accounts in Israel) were offset by the net sale of foreign exchange through derivative financial instruments totaling about $7.2 billion, meaning an increase in futures transactions for the sale of foreign exchange. 

As a result of these developments, institutional investors’ rate of exposure to foreign exchange (including shekel/forex derivatives) declined by about 0.4 percentage points to about 17.3 percent.  

The decline in the rate of exposure to foreign exchange encompassed all institutional investors.  Prominent among these were new pension funds, which, which lowered their rates of exposure to foreign exchange by about 0.9 percentage points to 17.9 percent.
[image: ]
[image: ]

4. The portfolio managed by mutual funds

The value of the portfolio managed by Israeli mutual funds increased in the fourth quarter by about NIS 20 billion (5.4 percent), to about NIS 397 billion, constituting about 7.9 percent of the public’s total asset portfolio. 

The increase in the fourth quarter was mainly due to a combination of price increases in the capital market and net new investment in the funds, totaling about NIS 5.6 billion. Most of the net new investments were in funds specializing in general domestic bonds, totaling about NIS 3.5 billion, and in funds specializing in equities in Israel, totaling about NIS 2.3 billion, while in contrast, there were negative net new investments in funds specializing in equities abroad, totaling about NIS 1.2 billion. 


Further information and details:

Long-term tables on the asset portfolio are available here.
Long-term tables on institutional investors’ exposure to foreign exchange and to foreign assets are available here.
Long-term tables on mutual funds are available here. 
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Figure 2: Financial Instruments in the Public’s Asset Portfolio, December 2021 (NIS billion)
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* Including makam. * Including nontradable corporate bonds.

SOURCE: Reports by the banks and stock exchangemembers to the Bank of Istael, reports by institutional investors to the Capital Market Authority
and the Bank of Israel, mutual funds' reports to the Bank of Isracl, Tel Aviv Stock Exchange data, and processing by the Bank of Isracl
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Figure 3: Balances of Financial Instruments in the Portfolio, 2015-2021 (NIS billion)
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Total 3,321 3,441 3,620 3,672 4,083 4,407 5,045
m Other assets ** 176 191 219 216 255 244 265
m Equities in Israel (tradable) 495 497 513 500 614 613 815
= Investments abroad 472 476 496 527 570 689 766
m Corporate bonds (tradable) 270 297 329 336 365 344 382
m Gov't bonds* 788 767 794 810 912 913 950
Cash and deposits 1,120 1,213 1,269 1,283 1,366 1,603 1,868
* Including makam. ** Including nontradable corporate bonds.

SOURCE: Reports by the banks and stock exchangemembers to the Bank of Istael, reports by institutional investors to the Capital Market Authority and the Bank of
Tsrael, mutual funds' reports to the Bank of Istael, Tel Aviv Stock Exchange data, and processing by the Bank of Istacl.
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Figure 4: Total Portfolio Managed by Institutional Investors
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SOURCE: Reports by institutional investors to the Capital Market Authority and the Bank of Istael, and processing by the Bank of Isracl.
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Figure 5: Estimated Net Transactions by Institutional Investors*
in Foreign Exchange Assets ($ billion)
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SOURCE: Reports by institutional investors to the Capital Market Authority and the
Bank of Istacl, and processing by the Bank of Isracl
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Figure 6: Institutional Investors’ Exposure to Assets Abroad
and to Foreign Exchange as a Share of Their Investment
Assets (percent)

#2
38
34
30
26
2» 186 197 195 199

172
18 162 164 148
14

10

I S I
AR I S B
R A 2

>
Vv
! >

>y
R A
N MY

i\
S
—=— Exposure to assets abroad
—=s— Exposure to foreign exchange (incl. derivatives)

SOURCE: Reports by institutional investors to the Capital Market Authority and
the Bank of Israel, and processing by the Bank of Israel
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Figure 1: The Public’s Financial Assets Portfolio
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SOURCE: Reports by the banks and stock exchangemembers to the Bank of Israel, reports by institutional investors to the Capital Market Authority and
the Bank of Isracl, mutual funds' reports to the Bank of Israel, Tel Aviv Stock Exchange data, and processing by the Bank of Istacl.




