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1. Executive Summary

1

comparison to other countries. 

1 

published by the companies. 
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years.

Table 1: Assessment of risks in the financial system's operating environment

Economic 

activity in 

Israel and 

abroad

Asset 

pricing

Financial 

market 

liquidity

Private 

credit

2019:1               

2018:2               

2018:1               

2017:2               

2017:1               

Very high 

level
High level

Medium-

high level

Medium-

low level
Low level Very low level
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Summary Changes/Developments Importance

Banks

Maintaining the good quality 

of the credit portfolio while 

maintaining profit stability

Growth in credit to the housing 

market, particularly to private 

construction companies, while 

their sales declined.

Medium

Insurance 

companies

The insurance companies are 

meeting the capital 

adequancy targets set out in 

the Solvency II transition 

directives. Some are already 

meeting their final targets.

The insurance companies' total 

aggregate profit declined in 2018, 

following a decline in asset prices 

toward the end of the year.

High

Business 

sector

The business sector's 

resilience remained strong, 

except for the trade and 

services industry and private 

construction companies.

Growth in bank credit to private 

companies in the residential 

construction industry, alongside a 

marked slowdown in their 

activities. 

An increase in risk in the trade 

and services industry, made more 

prominent by a worsening of 

financial ratios and an increase in 

the likelihood of default.

Medium

Medium

Household 

sector
High financial robustness

Entry of new credit providers - 

with no information on their 

activity

Low for the 

reviewed 

period

Table 2: Assessment of the financial institutions' and sectors' resilience 

following exposure to risks
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Macroeconomic activity

The global environment.

Description of the shock 2018:2

1 A sharp and rapid decline in home prices.

2
A sharp decline in bond prices in particular, and financial asset prices in 

general

3
A worsening of financial conditions: a sharp increase in the interest rate due 

to worsening economic activity accompanied by an increase in risk

4
A global shock: a series of ratings declines among companies with low 

investment-grade ratings.

Table 3: Assessments of the likelihood of shocks that may lead to a financial crisis

Very high 

level
High level

Medium-

high level

Medium-

low level
Low level Very low level
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The economy continued to grow during the reviewed period at a relatively high rate and in line with its potential rate 

discipline over time. 

1.1.2 The global environment

2

3

2 

3 
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report.4

risks to global growth is continuing to tend downward. The 

main risks mentioned in the report are increased tension 

5 

6 

4 

5 

6 

2

2.25

2.5

2.75

3

3.25

01/19 07/19 01/20 07/20 01/21 07/21 01/22

FOMC Dec18 FOMC Mar19

FOMC Jun19

a The interest rate shown in the figure is the middle of the Fed's 
forecast range.

SOURCE: Based on Bloomberg.

Figure 1

Federal Funds Rate Forecast (Median Dots)
(percent)

In view of the global economic weakness and 

tensions surrounding trade relations, the Fed is 

adopting a more dovish monetary policy.
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7

1.2 The asset market in Israel

7 

 

The housing market
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1.2.1 Financial assets

8 

relatively low correlation between movements in the various 

th 2019 as compared to September 1

9 

8 

9 
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Crisis in Russia, 
Dec. 2014

Sharp price 
declines on 
Wall Street, 
Feb. 2018

SOURCE: Bank of Israel calculations.

Figure 2

Financial Stress Index, 

January 2014 April 2019

The financial stress index is low, and does not
show any stress in the markets.



FINANCIAL STABILITY REPORT, JUNE 2019

13

80

85

90

95

100

105

110

Tel Aviv 125 Dax Eurostoxx 600 FTSE-100

S&P 500 Nikkei Tel Aviv 90

SOURCE: Based on Bloomberg.

Figure 3

International Comparison of Equity Indices, 2018–19 (in dollar terms)
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Figure 4

The Implied Volatility Derived from Options on the Equity Indices 

in Various Countries, 2018–19 (monthly average)

SOURCE: Bank of Israel calculations.

Following a sharp increase at the end of 2018, the implied volatility of the 

Tel Aviv 125 declined, but stabilized at a slightly higher level.
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Figure 5

The P/E Ratio of Companies in the Main Indices 

on the Tel Aviv Stock Exchange,  2015–19

SOURCE: Based on Tel Aviv Stock Exchange.

Initial evidence of the unlikelihood that stocks are
overpriced: The P/E ratio remains stable and 

relatively low.
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Figure 6

The Real Risk Premium Demanded in the Equity 

Market,  2011–18

SOURCE: Based on Tel Aviv Stock Exchange.

Additional evidence of the unlikelihood that stocks 
are overpriced: The risk premium demanded on the 

equity market remains relatively high.
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Government bonds

th

10

bond series in these indices. 

10 
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SOURCE: Bank of Israel calculations.

Figure 7

The Weighted Average Spread Between Yields on CPI-Indexed Corporate Bonds and Yields on 

Parallel Government Bonds, by Industry and Rating, February 2010–April 2019
(excluding structured and convertible, monthly data)

0

2

4

6

8

10

12

14

16

18

20

By rating

AA A BBB

Corporate bond spreads during the reviewed period are slightly higher than they were in 2018.
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11

environment.12

13 The graph shows that during periods 

11 
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Figure 8

The Weighted Corporate Bond Spread and the Average Deviation from the 

Estimated Spread, Apri 2007–September 2018 
(excluding bank and insurance company bonds, monthly data)

SOURCE: Bank of Israel calculations.

The corporate bond spread deviation from the estimated spread according to the 
pricing model is close to zero, which seems to indicate that corporate bond risks 

are not underpriced.
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Figure 9

The Ratio between Daily Turnover and Market 

Capitalization—Equities, Government Bonds 

and Corporate Bonds, 2015–19 (quarterly data)

SOURCE: Bank of Israel calculations.

The ratio between daily turnover and average 

market capitalization indicates a slow decline in 

liquidity in the three main financial instruments.
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* The equities included in the indices are divided into five 
groups by turnover, with the lowest quintile containing the 
least-traded equities in the index.

SOURCE: Bank of Israel calculations.

Figure 10

Trading of an Equity Through an ETF 

Compared with Total Trading of the Equity, 

February–July 2018 (periodic average, by quintile)

The rate of passive investment is particularly high

for infrequently traded equities.
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Figure 11

The Ratio between Turnover and Market 

Capitalization of Government Bonds, Selected 

Countries, 2018 (yearly average, daily terms)

Note: Bulgaria, Ireland and Hungary have relatively little issued
government debt, so this index may be downward biased. 
However, the turnover rate over the  years in those countries is 
not excessively volatile.  The calculation for Israel includes only 
tradable government bonds.
* Data for Germany and Spain are 2017 data.

SOURCE: AFME for European countries, and reports by the 
central banks.

Israeli government bonds have low liquidity by 
international comparison.
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17

trading has increased. 

sell when the market is dropping and buy when the 

18

19 

17 

18  

Journal of Financial Economics
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Figure 12

Standard Deviations of the Beta Estimator for 

Securities Included in the Tel-Bond 60 and the 

Tel Aviv 125, Daily Average, 2013 19

SOURCE: Bank of Israel calculations.

The standard deviations of the beta estimator for the
securities included in the Tel-Bond 60 and the Tel 

Aviv 125 are in a downward trend, and indicate 
increasing liquidity risk.
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1.2.2 Housing

20 

21

20 

21  
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Note: Investors with a short investment range = mutual funds + the liquid portion of the liabilities of advanced 
training and provident funds. In October 2018, ETFs joined mutual funds, so there is a jump in the rate of 
holdings in that month. ETN (the instrument that became ETFs) holdings were not included in the calculation 
prior to that, so the values in the period preceding October 2018 should be viewed as an underestimate of 
holdings by investors with a short investment range.

SOURCE: Bank of Israel calculations.

Figure 13

The Rate of Corporate Bond, Government Bond, and Equity Holdings by 

Investors with a Short Investment Range, January 2005–February 2019

The rate of corporate bond holdings by investors with a short investment range is in an 
upward trend, and may provide a channel for the intensification of shocks.
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Figure 14

Survey of Home Prices, Housing Index (rents),  

and the Ratio of Home Prices to Rents, 

January 1994–January 2019

SOURCE: Bank of Israel calculations.

The stability in home prices and the increase in 

rents led to a decline in the ratio between them.
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Figure 15

Number of Wage Years Necessary to Purchase 

a Homea, January 1973–January 2019

a According to the average wage per employee post and the 
average home price.

SOURCE: Bank of Israel calculations.

The number of wage years necessary to purchase 

a home declined.
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Figure 16

Housing Starts and Completions, March 2007–

December 2018
Number of dwellings 
(thousand)

Index
(March 2007 = 100)

SOURCE: Based on Central Bureau of Statistics.

The number of housing starts has again increased 
in recent months, but remains relatively low.      
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SOURCE: Based on Central Bureau of Statistics.

Figure 17

Ratio of Building Starts (sum of past 4 quarters) 

to Population, and the Index of Owner-Occupied 

Home Prices, March 2007–December 2018

The decline in building starts in recent years may 
lead to a renewed increase in home prices.
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1.3 The credit market

credit risk is liable to increase in the long term. 

the business sector. 

22

22  

The business sector

The household sector
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Figure 18

Ratio of Total Debt and its Segments to GDP, 

January 2010–March 2019 (percent)

SOURCE: Bank of Israel calculations.

The ratio of debt (and its various breakdowns) to 
GDP increased in the reviewed period, mainly due 

to business credit.
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increased in recent years and total nonbank credit has grown 

23 

operating in the household sector. 

1.3.1 Credit to the business sector

remained low relative to other countries24

23  

24 Annual Report 

The banks and institutional investors continued to 
increase their exposure to real estate through the 

credit channel.
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Figure 19

Credit to Real Estate as a Share of Total Credit 

Provided by the Banks and Institutional 

Investors, December 2015–December 2018

SOURCE: Bank of Israel calculations.
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Figure 20

The Goods and Services Industries as a Share of 

Business Sector Product, 1995–2018

SOURCE: Based on Central Bureau of Statistics.

The services industries' share of business sector 
product has grown over the years, at the expense of

the goods industries.
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a Business sector product according to goods and services industries is separated in accordance with the Central
Bureau of Statistics 2011 GDP Industrial Classification. The following is the separation:
Goods - Agriculture, Forestry and Fishing; Mining and Quarrying Excluding Diamonds; Manufacturing; Electricity
Supply; Water Supply, Sewerage, and Waste Management; Construction; Wholesale and Retail Trade, and Repair of
Motor Vehicles; Transportation and Storage, Postal and Courier Activites; and Accommodation and Food Services.
Services - Information and Communication; Financial and Insurance Services; Real Estate Activities; Professional,
Scientific and Technical Services; Administrative and Support Services; Arts, Entertainment, and Recreation; and
Other Services.
Business sector debt is separated along the same lines. Out of total business sector debt, there is a sum of about NIS
85 billion in loans from institutional investors that is unclassified, and is included under goods (in accordance with the
findings discussed in Chapter 4 of the Bank of Israel Annual Report for 2018).

SOURCE: Based on Central Bureau of Statistics.

Figure 21

Business Sector Debt, by Goods and Services Industriesa, as a Share of Business 

Sector Product, December 2015–September 2018

The goods industries are characterized by a significantly higher level of business debt relative 
to business product, a trend that is growing alongside a declining trend in the services 

industries.
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25

limit. 

The slowdown in the housing market in 201726 continued 

smaller public ones. 

25 

26 Annual Report
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Figure 22

New Home Sales, 2017 and 2018

SOURCE: Based on Central Bureau of Statistics and published 
financial statements.

24,336

21,622

New home sales declined in 2018, felt mainly 
among private residential construction companies.
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Annual Report

companies. 

issued by the banks and insurance companies. 
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Figure 23

Bank Credit to the Construction Industry, 

2011–18 (five large banks, NIS billion)

SOURCE: Published financial statements.

Balance-sheet bank credit to the construction
industry increased after the shift of off-balance-

sheet credit due to regulatory easing, following the
slowdown in activity in the industry.
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Figure 24

Bank Credit to the Construction Industry, 

Adjusted for the Index of Home Prices, 2011–18 
(five large banks, NIS billion)

SOURCE: Based on Central Bureau of Statistics and published 
financial statements.

Total bank credit to the construction industry, 
adjusted for the Index of Home Prices, has 

remained relatively stable since 2011.
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real activity. 

collateral. From 2015 to 2017 there was a marked increase 
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Figure 25

Bond Balances by Rating, December 2014–

March 2019

SOURCE: Bank of Israel calculations.

Most of the increase in the balance of corporate 
bonds relative to the end of 2017 has come from 

companies in the highest rating group.
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Figure 26

Bond Issuances, Excl. Foreign and Government 

Companies, 2010–2019:Q1 (NIS thousand)

SOURCE: Bank of Israel calculations.

Bond issuances slowed in 2018, following growth since
2012, but returned to previous years' levels in the first 

quarter of 2019.
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Corporate Bond Issuances, by Collateral, 2010–

2019:Q1 (NIS million)

SOURCE: Bank of Israel calculations.

There has been a downward trend in the issuance of 
unsecured bonds since 2010. Most of the decline is 

due to an increase in bonds secured by a negative lien. 
In parallel, there has been a significant decline since 

2017 in the issuance of bonds secured by a fixed 
collateral. 
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unambiguously lower. 

1.3.2 Credit to households
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Annual Report
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Figure 28

Households' Housing and Nonhousing Debt, 

Rate of Change in Past 12 Months, January 

2009–December 2018 

SOURCE: Bank of Israel calculations.

Housing debt continued to grow rapidly in the past 
two years, while nonhousing debt grew significantly

less than in previous years.
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Figure 29

Household Debt to GDP Ratios, International Comparison, December 2017

SOURCE: Based on OECD.

Household debt as a share of GDP remains stable and low by international
comparison. While housing debt as a share of GDP is lower than abroad, the same 

is not the case for nonhousing debt.
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at risk.32 

2.1 The banks

operating methods and business models. 

32 
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this period. 

All Israeli banks meet the supervisory capital targets.
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Figure 30

Common Equity Tier 1 Capital Ratiosa, the Five Banking Groups, 2014–18 
(percent)

a In Basel III terms (Common Equity Tier 1 capital ratio) in accordance with the transition directives.

SOURCE: Based on published financial statements and reports to the Banking Supervision Department.
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retention premiums36

insurance liabilities was recorded. 

which the insurance companies are to gradually increase the 

36  
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Figure 31

The Insurance Companies' Return on Equity 

and Total Profit, 2008–18 (annual data)

SOURCE: Based on the insurance companies' financial 
statements.

The insurance companies' total aggregate profit 
declined sharply in 2018.
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Figure 32

The Insurance Companies' Profits from 

Investments, 2008–18 (annual data, NIS billion)

SOURCE: Based on the insurance companies' financial 
statements.

The decline in profitability is mainly due to a decline 
in profits from investments.
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Figure 33

Insurance Companies' Profits from Investments,

and the Return on the Tel Aviv 125 Index in 

2018 (quarterly data, NIS billion)

SOURCE: Based on the insurance companies' financial
statements.

The decline in insurance companies' profits from 
investments took place mainly in the last quarter of

2018.
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Figure 34

Composition of Assets in the Insurance Companies' Nostro Portfolio, 

September 2019

SOURCE: Based on the insurance companies' financial statements.

Most investments in the insurance companies' nostro portfolio are in relatively low-
risk assets.
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even greater.38 This is because the controlling shareholders 

39

40

41

42 

38 

39  

40  

Th

41  

42  

2%

10%

4%

1% 1%

10%

4% 5%

0%

2%

4%

6%

8%

10%

12%

Figure 35

Distribution of Insurance Companies' Credit 

Risk Among Various Non-Government-Bond 

Segments, December 2018

SOURCE: Based on the insurance companies' financial
statements.

Credit in the insurance companies' nostro portfolio
is concentrated among companies belonging to the 

real estate industry and banks.
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company directors who are also controlling shareholders43

themselves but are employed in managerial positions in 

The above analysis indicates that during the reviewed 

43  
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Figure 36

Variables for Measuring Insurance Company 

Directors' Independence

SOURCE: Based on the insurance companies' financial
statements.

Directors' independence at the insurance
companies has improved somewhat in recent years.
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Figure 37

Variables for Measuring the Financial and Legal 

Skill of Insurance Company Directors

SOURCE: Based on the insurance companies' financial
statements.

The percentage of insurance company directors
with financial and legal skill has increased 

somewhat.



40

BANK OF ISRAEL

2.3 The business sector

44 

Leverage
45

46

Annual Report 
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Figure 38

Industry's Financial Debt as a Share of Public Company Debt, 

December 2018 (stock exchange industrial classification, percent)

SOURCE: Based on reports by the public companies.

The real estate and construction industry is responsible for more than half 
of total public company debt.



FINANCIAL STABILITY REPORT, JUNE 2019

41

5-year 

average 2017 2018

5-year 

average 2017 2018

Trade and services 0.81 0.81 0.84 0.72 0.70 0.74

Construction and real estate 0.63 0.61 0.61 0.57 0.57 0.56

Residential construction 0.78 0.76 0.75 0.70 0.69 0.68

Manufacturing 0.57 0.61 0.55 0.42 0.45 0.40

Investment and holdings 0.79 0.79 0.77 0.67 0.63 0.66

Oil and gas exploration 0.68 0.73 0.69 0.64 0.69 0.63

Technology 0.61 0.65 0.65 0.34 0.42 0.44

Financial services 0.68 0.87 0.62 0.64 0.42 0.45

Long-term leverage Financial debt to CAP

SOURCE: Based on published financial statements.

Table 6: Weighted average of leverage ratios, 2017–18 and average of past five years
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Figure 39

Distribution of Public Company Leverage by 

Industry, December 2018 

SOURCE: Based on reports by the public companies.

Leverage in the real estate and construction and 
trade and services industries is concentrated at 

higher rates than in the other industries.
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Figure 40

Liquidity Ratios of Public Companies at the 

Aggregate Level, 2009–18

SOURCE: Based on published financial statements.

The liquidity of companies at the aggregate level 
was maintained in 2018, and in some companies it 

improved.
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ratios47

declined on an aggregate level. This is another 

among public companies. 

additional ratio that is meant to indicate the number 

47  
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* In 2015, an outlier observation of one company in the investments and 
holdings industry was deleted.

SOURCE: Bank of Israel calculations.

Figure 41

Expected Default Frequency (EDF) in Selected Stock 

Exchange Industries, Weighted Average, 2015–18 (percent)

The expected default frequency (EDF) did not materially 
change in 2018, other than a slight increase in the trade and 

services industry.

Average 

of past 

five years

Average 

of past 

three years 2017 2018

Average 

of past 

five years

Average 

of past 

three years 2017 2018

Investment and holdings 2.50   2.78 2.57     3.65 0.14 0.15       0.15 0.21

Oil and gas exploration 3.42   3.01 4.40     1.74 0.23 0.24       0.34 0.19

Trade and services 2.59   2.24 3.49     0.32 0.10 0.07       0.16    -0.10

Manufacturing 5.17   5.34 5.76     6.06 0.11 0.13       0.15 0.14

Construction and real estate 2.76   2.90 3.09     2.42 0.08 0.09       0.10 0.07

Residential construction 3.05   3.14 3.62     2.89 0.11 0.12       0.12 0.10

Financial services 14.22 16.83 18.52   16.20 0.12 0.11       0.12 0.11

Technology -3.59 -0.50 -5.57 1.70 -0.12 -0.09     -0.26 -0.03

Table 7: Weighted average repayment ability and profitability ratios, 2017–18, average of past three and five years 

Coverage ratio Return on Equity

SOURCE: Based on published financial statements.
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 2018. 

52 on selected 

2.4 Households

53

54

52  

53  

54  

Biomed
Investments 

and holdings

Oil and gas 

exploration
Technology

Trade and 

services

Real estate and 

construction

Financial 

 services
Manufacturing

Total / 

Average

Number of companies that 

published quantitative 

disclosure 13 16 7 36 59 20 10 50 211

Change in leverage 5.0 3.8 4.4 4.7             7.2 0.6                        2.7 4.1 4.8

Change in debt to CAP 9.3 6.2                  10.1 9.6             15.9 1.4                        3.8 6.4 9.4

Change in ROE 0.1 -0.8 -4.5 -0.3            -1.8 0.0                        -0.2 -0.4 -0.9

Table 8: Effect of the standard on selected financial ratios (industry average, percentage points)

SOURCE: Based on published financial statements.
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Figure 42

International Comparison of the Ratio of Debt to 

Financial Assets, 2017

SOURCE: Based on OECD.

On average, Israeli households are less leveraged 
than those abroad.
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Figure 43

International Comparison of Net Household 

Worth (Equity) Relative to Disposable Income, 

2017 (percent)

SOURCE: Based on OECD.

The overall financial strength of Israeli households
is high by international comparison.

Table 9: Israeli households’ aggregate balance sheet, 2017

Real assets NIS billion

Percent of 

total assets

Annual 

rate of 

change

Household 

liabilities and 

net worth NIS billion

Percent of 

total 

liabilities 

and net 

worth

Annual 

rate of 

change

Real estate 3,425 51 Mortgages 337 5 6%

Vehicles 122 2 9% Consumer credit
194

3 4%

Total real assets 3,547 53 4% Total liabilities 531 8 5%

Financial assets NIS billion

Percent of 

total assets

Annual 

rate of 

change

Cash and deposits 595 9 18%

Securities excluding shares 237 4 -3%

Shares 438 7 -10%

Mutual funds 240 4 -6%

Insurance reserves
a

1,468 22 27%

Various payables/receivables 149 2 10%

Total financial assets 3,127 47 12% Equity
b

6,143 92

Total assets 6,674 100 7%

Total liabilities 

and equity 6,674 100

SOURCE: Based on Central Bureau of Statistics. 

a
 Includes life insurance, provident funds, pension funds, and advanced training funds.

b
 Net worth = total assets minus total liabilities.
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leveraged on average than in other countries. 

55 

problematic debt. 

55  
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Figure 44

Distribution of Nonhousing Credit to Households by Sources, December 2011 to 

December 2018 (percent)

SOURCE: Bank of Israel calculations.

While the banks' share of the household nonhousing credit market has declined in recent 
years, the share held by the credit card companies and institutional investors has grown.
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Figure 45

Characteristics of Nonhousing Credit from the Banks and 

Credit Card Companies, June 2016 to December 2018 (percent)

SOURCE: Bank of Israel calculations.

The risk characteristics of nonhousing credit from the banks and 
credit card companies are increasing.
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Figure 46

Rate of Overdrawn Accounts and Credit, June 

2016 to December 2018 (percent)

SOURCE: Banking Supervision Department.

The number of accounts in overdraft and the rate of
overdrawn credit are declining over time, but the 

rate of overdrawn households is high.
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Figure 47

Rate of Overdrawn Accounts, International 

Comparison, June 2016 (percent)

SOURCE: Based on Household Finances and Consumption
Survey.

The rate of overdrawn household accounts in Israel 
is high by international comparison.
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56

57

58 The credit provided by 

59 

56  

the business sector and households.

57  

58  

59  

The lowest three quintiles' share of new mortgages has increased over the years.

Figure 48

Distribution of New Housing Credit by Income Quintile, 2010–17

SOURCE: Bank of Israel calculations.

1st quintile 2nd quintile 3rd quintile 4th quintile 5th quintile

Year
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60

in 2010 to 18 percent in 2017.61

60  

61  

The percentage of households taking out loans with repayment periods of more than 25 
years has declined in all income quintiles other than the lowest.

Figure 49

Percentage of Households that Took out Loans with a Repayment Period of More 

than 25 Years, by Income Quintile, 2010–15

SOURCE: Bank of Israel calculations.

Year

1st quintile 2nd quintile 3rd quintile 4th quintile 5th quintile
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62 

63 This is apparently the result 

to enter the housing market.64

65 

Financial 

62 

63 

2012 to 21.5 years in 2017. 

64 

65 
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66 

real economic activity. 

66 
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Figure 50

Commercial* and Residential Real Estate Loans as a Share of Total Loans, 2017 
(percent)

* Loans collateralized by commercial real estate, loans to construction companies, and loans to companies 
active in the development of real estate.

SOURCE: Based on International Monetary Fund.

Credit for mortgages and to the real estate and construction industry as a share of total 
bank credit is high by international comparison.
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that are currently developing. 

borrowers. 
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67 

68 These include companies 

69
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73 Researchers have pointed to 
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72  
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1. Introduction

1

2 The result obtained is the 

1 

2 
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17

4

3 

4 

Figure 1

The Relationship between the Financial Cycle and the Real Cycle
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5

cycle.6 

schematically in Figure 2. 

5 

6 
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7 

activity. 
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Figure 2

The Financial Cycle (log, in real terms, normalized to 2001:Q1)

Rate of change in per capita GDP (in annual terms).

SOURCE: Bank of Israel calculations.

The financial cycle in Israel affects the intensity of the real cycles.
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The home prices component precedes the private credit component in the 
financial cycle.

Figure 3

The Components of the Financial Cycle (log, in real terms, normalized to 2001:Q1)
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models and their results. 
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Figure 1

The [delta-CoVaR] of the Five Large Commercial 

Banks in Israel, October 2005–April 2019 (weekly)

SOURCE: Based on Tel Aviv Stock Exchange.

Each bank's contribution to systemic risk reflects not 
only its size.
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Figure 2

The [delta-CoVaR] of the Five Large Inusrance 

Companies in Israel, October 2005–April 2019 
(weekly)

SOURCE: Based on Tel Aviv Stock Exchange.

The insurance companies' largest contribution to 
systemic risk is apparently due to their large volume 

of activity in the equities market.
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Figure 3

The Joint Likelihood of a Stress Scenario, by 

Type of Institution (Banks and Insurance 

Companies), 2000–19 

SOURCE: Based on Tel Aviv Stock Exchange.

The mutual dependence between insurance 
companies and banks raises the likelihood that both

types of institutions will encounter simultaneous 
stress scenarios.
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Figure 4

The Number of Institutions that will Encounter a 

Stress Scenario if One Institution Does So (Banks 

and Insurance Companies), 2000–19 

SOURCE: Based on Tel Aviv Stock Exchange.

The mutual dependence between banks is higher 
than between the insurance companies, so a stress 

scenario at one bank will lead to more banks 
encountering a stress scenario.
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