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*Simple average for 21 rich OECD countries and emerging markets according to IMF definition

Source: IMF & CBS
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Labor Market is Tight

Labor Market,
Quarterly, 1995-2017, 25-64

Participation Rate

mployment rate

Unemployment rate

Source: Bol, IMF, CBS
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Inflation Is Rising but Below Target; Long Term Inflation
Expectation are Anchored Within Target Range
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Actual Inflation and Inflation Expectations
¢ 2006-2018

Inflation 12 month
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The Strengths of Israel’s
Innovation Ecosystem



Israel Is a World Leader in Innovation

5,836
Innovation

Companies E

* 2018 data



Ranking

Factors in Israel that encourage innovation

v" Quality universities that provide the economy with human capital, scientific
aptitude, and technological abilities

v' Collaboration between the universities and industry

v" Government support for commercial R&D

v Developed venture capital industry

Source: World Economic Forum 2016-2017 & Bloomberg Innovation Report 2017
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“Necessity is the mother of invention” — example
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 World leader in desalination; With a network of five
coastal desalination plants, which together produce

75% of all water supply to households.

« Leading in Waste-Water Recycling with a rate of 80%. o

* |Israel developed and patented the “Drip Irrigation”, that has not only produced huge

reduction in agricultural water use, but has also vastly increased yields, and it is used

worldwide.

Source: Israeli Water Authority , “Natafim”, “"Mekorot”.



Flurry of High Tech Entrepreneurship: Taste for Risk
Number of New Start-Ups by Year 1999-2014

Israeli Startup Companies: Number of Companies by Year Established, by Success
Index
1999-2014

Average:
640 new startups per year!
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9 Source: IVC



Yet, There are
Challenges
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There Are Developments Which Moderate the Future
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Source: OECD ,The Global Trade Slowdown: Cyclical or Structural, IMF, WEO Economic Outlook No 95 - May 2014 - Long-term baseline projection
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Israel is not closing the productivity gap

Output Per Hour Worked
1995-2017,% PPP, 2016 Constant Prices

21 Rich
Countries
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Source : The Conference Board Total Economy Database 2017



Problems-solving in digital environment skills
according to PIAAC survey
Aged 15+, 2015
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Several factors behind the productivity gap
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Source: Bol ,Doing Business, OECD. IMF
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Labor market related skills at any level of education are inferior to
those in the OECD
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Score Skills Level in Israel and OECD Countries by Education Levels, 2014
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Source: BOI 14
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@ Large gaps in basic skills between population groups
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Achievements in PIAAC by population groups

Problem Solving in Technology-Rich Numeracy

Enviroments
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Source: OECD
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Gini
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Following a rise Inequality in the early 2000’s, there has been a

decline over the last few years

Gini Index, at disposable and market income, and contribution of taxes and transfers to lower
inequality, 2001-2016

Gini disposable income (Left

axis)

Gini market income (left axis)

Government Policy Contribution to
Lower inequality (right axis)
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Yet, inequality is high by advanced economies standards

Gini Index Disposable Income, 2015
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SCORE: OECD

* 2015 data or latest available
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The ratio of 10th decile wage to 1th decile, 2014
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