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Average Size of Series and Number of Series

In recent years, the debt management policy in the Ministry of Finance is to restrict 
the number of government bond series in circulation while increasing their volume. This 
policy contributes to increase the tradability and liquidity of bonds and thus assists in 
lowering the costs of funding. This policy continued in 2010, and thus the average series 
size rose to NIS 10.9 billion. The steep increase in the average series size is mainly due 
to the considerable redemptions of small series (mainly Galil bonds) in the course of the 
year. 

In 2010, the Debt Management Unit issued six new series on the tradable domestic 
market, due to the high funding volumes: three short-term government bonds, one 
government bond (Government Bond 913 which matures in 2013), two linked government 
bonds (Linked Government Bond 613 which matures in 2013 and Linked Government 
Bond 841 which matures in 2041).

Eleven bond series matured in 2010, and, as a result of the above stated policy, the 
decrease in the number of traded series continued, falling to 32 series at the end of 2010. 

Diagram C-10
Average series size, 1995-2010 (in NIS billions)

Diagram C-11
Number of Tradable Series 1995-2010
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Non-tradable Domestic Debt

The inventory of non-tradable domestic debt remained unchanged, amounting to NIS 144 
billion at the end of 2010. The inventory of designated bonds issued to the pension funds 
(“Arad” and “Miron” bonds) was reduced and totaled NIS 97 billion versus NIS 99 billion 
in the previous year. The inventory of designated bonds held by insurance companies 
(“Chetz” bonds) grew by 4% in 2010 and amounted to NIS 38.6 billion. The emissions 
managed by the Accountant General’s Division and the balance of compulsory loans 
managed by the Bank of Israel rose in relation to 2009, amounting to a total of NIS 8.4 
billion.

Table C-3
Distribution of non-tradable debt by type, 2006-2010 (NIS billions)

2006 2007 2008 2009 2010
Total (NIS billions) 145 144 142 144 144

Pension (“Arad” & “Miron”) 105 102 99 99 97
Insurance (“Chetz”) 31 33 35 37 38.6

Miscellaneous(1) 9 9 8 8 8.4

(1) Includes compulsory loans managed by the Bank of Israel, and deposits and 
emissions managed by the Ministry of Finance. 

Foreign-Currency Debt

At the end of 2010, the government’s foreign-currency debt stood at NIS 105.7 billion 
(approximately USD 30 billion), comprising 17% of total government debt. Following are 
details of the distribution of the debt by sector:

Diagram C-12
Composition of foreign-currency debt, by debt source

(USD billions, percentages)

Foreign government 
and other loans,

1.9, 6%

Bonds org., 
7.8, 26%

Sovereign issuances, 
7.6, 26%

USA Guarantees, 
12.5, 42%
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Sovereign Benchmark Issuances 

Between 1995 and 2010, thirteen sovereign issuances were carried out in the United 
States, Europe, Japan, and the Global Market. The last sovereign issuance was performed 
in March 2010, in the European Market (EMTN)6 amounting to an unprecedented Euro 1.5 
billion. As shown in Table C-4, in recent years the size of the issued series has risen, in 
view of the policy of issuing benchmark series, and due to the high demand for sovereign 
issuances of the State of Israel in foreign markets.

Below are details of the tradable sovereign benchmark issuances that the Accountant 
General Division brought to foreign markets in recent years. At the end of 2010, these 
bonds comprised about 21% of the total foreign-currency debt. 

Table C-4
Public sovereign issuances in global financial markets, 1995-2010 (1)

Year Market

Amount in 
millions 

in original 
currency

Yield 
Term to 
maturity 
(years)

Interest to 
investors 
(percent) 
Coupon

Attributed 
interest –

government 
bonds 

Benchmark 
(BM)(2) 

Spread 
from BM at 
issuance 

date (BP)(3)

Spread over 
SWAP curve 
in relevant 

currency on 
issuance date 

(BP)(3)

2010 European €1,500 4.682 10 4.625 Germany 149.2 130

2009 Global $1,500 5.125 10 5.19 USA 262.5 237

2006 Global $1,000 5.58 10 5.5 USA 98 45

2005 European €750 3.78 10 3.75 Germany 64 53

2004 Global $500 5.2 10 5.125 USA 115 75

2003 Global $750 4.731 10 4.625 USA 153 120

2002 European €400 5.983 7 5.875 Germany 122 100

2000 Global $500 7.82 10 7.75 USA 144 40

1999(4) European €400 4.91 7 4.75 France 97 65

1998 Yankee $250 7.313 30 7.25 USA 225 162

1997(4) Samurai ¥20,000 3.017 10 3.0 Japan 48 25

1996(4) European $200 6.469 5 6.375 USA 50 25

1995(4) Yankee $250 6.491 10 6.375 USA 76(3) 38

(1) All issuances are of fixed-coupon bearing bonds. 

(2) Benchmark – a bond used as the criterion for yield comparisons. 

(3) Basis point (bp) – one hundredth of one percent. 

(4) Matured.

6 Euro Medium Term Note
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Issuances Backed by U.S. Government Guarantees 

Table C-5 shows the inventory of bonds issued with U.S. government guarantees within 
the second guarantee program in 2003 and 2004. As set forth in Section D, the Israeli 
government has not issued new bonds with U.S. government guarantees since 2004. 
To date, bonds totaling USD 4.1 billion have been issued. The balance of the second 
guarantees program stands at USD 3.8 billion. The bonds backed with U.S. government 
guarantees are issued at a relatively low interest rate, because they are assigned a 
high credit rating (AAA/Aaa), which is higher than the Israeli government’s credit rating
(A/A1). At the end of 2010, these bonds comprised approximately 42% of the total 
foreign-currency debt. 

Table C-5
Issuances backed by U.S. government guarantees, 2003-2010(1)

Issuance 
date

Amount 
in USD 
millions

Term 
(years)

Interest to 
investors 

(percent) – 
Coupon

Underwriter Yield
(price)

Spread from 
30-year US 
government 

bond on 
issuance 

date (basis 
points)

Commission 
from face 
value to 

US AID for 
guarantee

October 
2004 $750 20 5.125 Merrill Lynch

5.16%
29 3.90%

-99.5789

April 2004 $1,000 20 5.5 Lehman 
Brothers

5.53%
31 5.10%

99.6025

December 
2003 $750 20 5.5 Lehman 

Brothers
5.52%

36 4.96%
-99.7608

September 
2003 $450 30 5.5 Barclays 

Capital
5.58%

38 8.27%
-98.8557

September 
2003 $1,150 20 5.5 Merrill Lynch

5.53%
33 7.00%

-99.6409

(1) All issuances are of fixed-interest bearing bonds. 

Issuances through the Israel Bonds Organization

The non-tradable part of the debt is mainly composed of non-tradable bonds issued 
through the years to individuals, companies, and institutional entities through the Israel 
Bonds Organization (State of Israel Bonds). This debt amounted to NIS 28 billion at the 
end of 2010. At the end of 2010, these bonds comprised 26% of the total foreign-currency 
debt. 

Foreign Government and Other Loans 

The balance of non-tradable debt in foreign currency stems from bonds issued to foreign 
governments, international institutions, foreign banks, and bilateral funds. This balance 
totaled NIS seven billion at the end of 2010. At the end of 2010, these bonds comprised 
6% of the total foreign-currency debt.
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Activity in Derivatives

The composition of the government’s current debt portfolio is characterized by a high 
proportion of liabilities in foreign currency, which constitute 17% of the total government 
debt. In addition to this, the mix of the foreign-currency debt is characterized by over-
dominance of dollar-denominated debt. As of the end of 2010, 84% of the foreign-
currency debt is dollar denominated, 14% is denominated in euros and the remainder is 
in other currencies. The Debt Management Unit carries out hedging transactions, short-
term dollar-shekel forward transactions, and long-term swap transactions. Dollar-shekel 
swap transactions enables reduction of exposure to foreign currency and dollar-euro 
transactions enable diversification of the exposure.

These hedging transactions enable the reduction of market risks (currency risks) but 
expose the Unit to credit risks, particularly counter-party risk. Managing the credit risks 
is carried out as part of the shelf agreements of the International Swap and Derivative 
Association (ISDA), which regulates the legal processes for the transfer of guarantees. 
In accordance with the Credit Support Annex (CSA) appendix, a margin call is carried 
out according to the fair value of the transaction (mark to market) and the threshold set 
forth in the agreement. 

Diagram C-13
Composition of foreign-currency debt by currency without hedging 

transactions

USD
84%

Euro
14%

Other
2%
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Diagram C-14
Composition of foreign-currency debt by currency including hedging 

transactions

USD
74%

Euro
19%

Other
2% ILS

5%

As of December 31, 2010, the government’s inventory of swap transactions totals 2,708 
million dollars, of which there are dollar-euro transactions at a volume of 1,300 million 
dollars, dollar-shekel transactions at a volume of 1,258 million dollars and linked dollar-
shekel transactions at a volume of 150 million dollars. The mark to market of all of the 
transactions on December 31, 2010 was 14 million dollars.

Diagram C-15
Balance of hedging transactions as of December 31, 2010

(in USD millions)

Base asset

Fair value

Base assetFair value

EuroILS
CPI 

linked 
ILS
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The Primary Market
Tradable Funding in the Domestic Market 

In 2010, total debt funding amounted to NIS 82.6 billion. This sum is composed of tradable 
domestic debt funding, foreign debt (expanded on later in this section) and non-tradable 
domestic debt (expanded on later in this section). In 2010, the tradable domestic debt 
funding totaled NIS 61 billion, as opposed to a volume of funding totaling NIS 82 billion 
in this segment in 2009. From the total of the debt in the tradable domestic market, 59% 
was funded through fixed coupon bonds denominated in shekels and short-term bonds, 
15% with floating-rate bonds and 26% through CPI-linked bonds. 

Table D-1
Principal issuance and redemptions in the tradable bond market, 2010

Linkage segment
Principal issuance Principal 

redemptions

Net 
principal 
funding 

Interest payments Net 
issuance

In NIS 
millions

In % of 
total

In NIS 
millions

In % of 
total

In NIS 
millions

In NIS 
millions

In % of 
total

In NIS 
millions

Fixed Coupon 
Shekel 

Denominated
Bond 

26,446 43.2 7,492 16 18,954 8,500 57 10,454

Floating-Rate 
Unlinked Bond 8,467 13.8 12,916 27.6 (4,449) 837 5.6 (5,286)

CPI-Linked Bond 14,799 24.2 18,755 40 (3,956) 5,574 37.4 (9,530)

Foreign-currency-
linked bond - - 272 0.58 (272) 1 0.01 (273)

Short-Term 
Government Bond 11,462 18.7 7,442 15.9 4,020 - - 4,020

Total 61,174 100 46,877 100 14,297 14,912 100 (615)

* The amount of funding includes issuances with the framework of switch auctions and 
Green shoe allocations. 

** The amount of principal redemptions and interest payments in CPI-linked bonds 
includes the linkage component. 

Section

D
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Diagram D-1
Distribution of tradable funding in the domestic market by segment, 2010*

* Including Green Shoe allocations and switch auctions. In calculation of the funding 
distribution, net funding of short-term bonds was taken into account.

Diagram D-2
Distribution of tradable issuance by bond, 2010*

Unlinked Government 
bond 01/20, 16%

Unlinked Government bond 
01/15, 11.07%

Unlinked Government 
bond 03/12, 1.02%

Unlinked 
Government 
bond 10/26, 

2%Government TBILLS
20.31%

CPI Linked Government 
Bond 08/41, 2.90%

CPI Linked Government 
Bond 06/13, 8.42%

CPI Linked Government 
Bond,10/19, 7.89%

CPI Linked Government 
Bond 06/14, 3.91%

CPI Linked Government 
Bond 05/36, 1.64%

Floating rate Government 
bond 05/20, 10.76%

Unlinked Government 
Bond 09/13, 14.28%

* Excluding Green Shoe allocations.
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In 2010, consistent with continuing recent debt management policy, issuance focused 
on a limited and selected number of bonds. As can be seen in Diagram D-2, the Debt 
Management Unit issues bonds for fixed ranges of three, five and ten years. The Unit 
also uses short-term bonds for management of on-going cash flow and as a bridging tool 
and issue long-term bonds in the two curves. The large number of bonds in the diagram 
is a result of the exchange of the benchmark series that were expanded downward and 
of the issuance of short-term bonds. Within the framework of this policy:

1. 80% of the total issuance was carried out in the non-linked and linked benchmark 
bonds with terms of maturity of three, five and 10 years. 

2. 8% of the total issuance was carried out in the long-term bonds (over 10 years) Non-
Linked Government Bond 10/26 and Linked Government Bond 5/36 and the new bond 
with a 30 year term of maturity, CPI Linked Government Bond 08/41. 

3. 12% of the total issuance was carried out in short-term (for terms of up to one year) 
non-linked bonds as a bridging tool for funding the high volume of bond redemptions 
and to finance the relatively high deficits, mainly at the beginning of the year.

This policy is expected to continue in 2011, subject to macro-economic conditions and to 
other variables that affect decision-making with regards to the funding mix. 

In the course of 2010, three new benchmark bonds were issued: Government Non-
Linked Bond 09/13, CPI Linked Government Bond 06/13 and CPI Linked Government 
Bond 08/41.

Diagram D-3
Distribution of issuance by terms to maturity, 2010* (in percentages)

Up to one year,
12%

Above 10 Years,
7%

10 Years,
40%

5 Years,
12%

3 Years,
28%

* Including Green Shoe allocations and issuance within the framework of switch 
auctions
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Diagram D-4
Distribution of issuance of annual tradable domestic debt, 2010*

(face value in NIS thousands, in percentages)

NIS 
thousands

Face value 
as % of total 

annual IssuaceFace value 
issued

Face value as % of total 
annual Issuance

January February March April May June July August September October November December

*Excluding Green Shoe allocations, without switch auctions. 

Unlike 2009, when issuance was concentrated in the first part of the year, in 2010 the 
issuance was more evenly distributed throughout the year with a slight tendency to 
more issuances at the end of the year. The issuance volume and spread over the year 
conformed to the monthly deficit level and to the balance at hand in the Bank of Israel. 
Similarly, the Government Debt Management Unit makes use of switch auctions that 
permit flexibility in the volume of issuance over the year. This year as well, the Unit made 
extensive use of short-term bonds as a tool assisting in the management of cash flow, 
and the Unit intends to continue to act in the short sector of the curve.
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Diagram D-5
Distribution of tradable domestic funding by segment, 1993-2010*

(in percentages)

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

CPI linked Dollar linked Unlinked

* Including Green Shoe allocations. 

In 2010, unlinked bonds comprised approximately 74% of total tradable gross funding, 
as opposed to 73% in 2009. 

Summary of data on tradable bonds issued by auction in 2010, selected 
bonds (including Green Shoe allocations)

The following graphs provide information regarding the quantities issued and the cover 
ratios of benchmark and other bonds for each one of the auctions carried out during the 
year. 

The cover ratio is calculated by dividing the quantity in demand by the quantity issued. 
Generally, the greater the quantity issued, the lower the cover ratio. This is mainly due to 
demand curve limits for government bonds. Other factors which affect cover ratios are: 

1. Prices and conditions in the domestic markets. 

2. Conditions in world markets. 

3. The number of dealers involved in each issuance. 

As noted above (Table D-1), in 2010 the Government Debt Management Unit issued a 
total amount of approximately NIS 61 billion. The funding environment was in fact more 
favorable than in 2009, but in 2010 as well it constituted a challenge for debt funding, 
against the background of the worsening debt crisis in Europe, the fact that developed 
nations need assistance in debt funding and the continued talk of another possible 
recession on the horizon.
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This year as well, it can be seen that the primary market has proven itself to be very 
strong in view of all of the financial events around the world in 2010. The cover ratio to 
all of the issuances together (the total amount demanded divided by the total amount 
offered) was 5.5, a high cover ratio according to any criteria, and all of the issuances 
closed with yields that fluctuated close to market yields.

Diagram D-6
Legend:  Qty. issued       Cover ratio in each auction

Unlinked Government Bond 9/13

Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10

Unlinked Government Bond 1/15

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10
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Unlinked Government Bond 01/20

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10

Unlinked Government Bond 10/26

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10

Floating Rate Government Bond 05/20

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10
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CPI Linked Government Bond 06/13

Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10

CPI Linked Government Bond 06/14

Jan-10 Feb-10 Mar-10 Apr-10 May-10

CPI Linked Government Bond 10/19

Jan-10 Feb-10 Mar-10 Apr-10 May-10 Jun-10 Jul-10 Aug-10 Sep-10 Oct-10 Nov-10 Dec-10
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CPI Linked Government Bond 08/41

Sep-10 Oct-10 Nov-10 Dec-10

Green Shoe allocations 

Within the framework of the Green Shoe allocations, the primary dealers who won 
the competitive auction may purchase, in the 24 hours after its closing, an amount in 
addition to the sum they are entitled to, at the average auction price. With the objective 
of supporting the secondary market, it was decided to make link the additional amount 
to which the primary dealers are entitled to their performance in the secondary market, 
so that the primary dealers ranked in the first places in the monthly ranking will receive a 
larger additional amount in the following manner: The six primary dealers ranked first are 
entitled to an additional amount of 20% of the green shoe allocation, and the remainder 
of the primary dealers will be entitled to an additional amount of 10% of their entitlement. 

In 2010 the total amount raised in this segment stands at NIS 6.7 billion face value, 
approximately 14% of the total amount issued through normal auctions (excluding switch 
auctions).

Diagram D-7
Purchases in Green Shoe allocation auctions as percent of monthly 

amount issued

January February March April May June July August September October November December

Mounthly Issuance Total Green Shoe 
allocations

Percentage of total 
quantity issued
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The most important factor in the purchase/non-purchase in auctions of Green Shoe 
allocations is the market prices of the relevant bonds, near closing time of the Green 
Shoe allocation auction: If the market price is higher than the average price set at auction, 
it is likely that the primary dealers will purchase the additional amount in the framework 
of the Green Shoe allocation, and vice versa. 

Switch Auctions 

In 2010, the Government Debt Management Unit continued funding through switch 
auctions. Within the framework of these auctions, a total of approximately NIS 4.6 billion 
face value was issued versus an amount of approximately NIS 13 billion in 2009. On the 
other hand, the Unit increased the use of reverse auctions, as shall be detailed below:

The main objectives of the switch auctions are:

1. More efficient management of government cash flows, particularly reducing the debt-
rollover risk. 

2. Increasing the certainty and stability of the monthly funding plans. 

3. Management of the mix of the current debt inventory in accordance with long-term 
policy. 

4. Enhancing of tradability and liquidity.

The Government Debt Management Unit will continue to use switch auctions as a liquidity 
tool in 2011 as well. 

Table D-2
Distribution of early payments by month of payment

Payment date Purchased bond
Balance at 

beginning of the 
year

Balance for 
payment

Payments in 
switch and reverse 

auctions 

31/01/2010 Shahar 2667 6,265,476,310 6,222,888,310 45,109,210

28/02/2010 Galil 5423 570,,652,788 557,351,653 9,916,394

30/04/2010 Gilon 2303 9,031,280,000 6,128,537,360 2,910,815,518

30/06/2010 Gov’t linked 06/10 13,157,773,516 8,286,491,795 5,18,804,384

30/06/2010 Galil 5424 890,618,775 782,507,529 115,432,430

31/10/2010 Galil 5426 2,110,857,829 1,668,333,787 496,086,200

28/02/2011 Gilon 2304 10,669,982,000 6,833,643,732 3,876,219,609

29/4/2011 Shahar 2680 13,158,811,000 12,000,760,330 1,224,169,777

Total 13,696,553,521
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Reverse Auctions 

As of October 2008, the Government Debt Management Unit began making use of 
reverse auctions in order to perform early redemptions of tradable government bonds. 
Within the framework of these auctions, the Unit transfers money against the bonds 
being paid out, in a different manner than in switch auctions, within the framework of 
which the paid-up bonds are exchanged for other bonds. 

The main objective of the reverse auctions is the more efficient management of 
government cash flow through:

1. Reducing debt rollover risk. 

2. Saving interest expenses.

During 2010, early purchases through reverse auctions totaled approximately NIS nine 
billion. 

Table D-3
Details of reverse auctions, 2010* (in NIS millions)

Bond
Purchased

Original Years to
Maturity

Quantity
Purchased

(Face Value)

Quantity
Purchased

(NIS)

Galil 5423 15 6 10

Galil 5424 15 66 115

Galil 4526 15 28 496

Gov’t Linked 06/10 3 3,479 3,930

Total linked bonds 3,837 4,551

Shahar 2680 10 779 823

Total non-linked bonds 779 823

Gilon 2303 10 2,305 2,312

Gilon 2304 10 1,257 1,258

Total floating bonds 3562 3570

Total 8,178 8,944

* Including Green Shoe allocation. 
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Diagram D-8 presents the balances of bonds purchased in the framework of the switch 
auctions and the reverse auctions as opposed to the balance at the beginning of the 
year, noting the rate of reduction of the series through these auctions.

Diagram D-8
Reduction of the series through switch auctions and reverse auctions in 

2010 at the bond level (in NIS millions, in percentages)

Balance at beginning of year 
Redemptions via switch and reverse auctions
Percentage of opening balance 

CPI linked 06/10 Gilon 2304 Gilon 2303 Galil 5426 Galil 5424 Shahar 2680 Galil 5423 Shahar 2667

Non-Tradable Domestic Issuance

Non-tradable domestic issuance totaled NIS 8.9 billion in 2010. This issuance was 
carried out through the following instruments: designated non-tradable bonds for pension 
funds (“Arad”), designated non-tradable bonds for insurance companies (“Chetz”), and 
emissions managed by the Ministry of Finance and compulsory loans managed by the 
Bank of Israel. 

This year, NIS 4.8 billion non-tradable designated “Arad” bonds for the pension funds 
were issued. Total net issuance in designated non-tradable bonds for the pension funds 
in 2010 was negative, in the amount of NIS 4.1 billion. 

As part of the continued implementation of the reform in pension funds, no non-tradable 
designated miron bonds were issued in 2010. In the coming year, it is mainly new 
pension funds with high growth rates and relatively low rates of designated non-tradable 
bonds that will be able to purchase designated non-tradable Arad bonds. This objective 
is a continuation of the reform in the pension funds, which set a limit of 30% on the 
proportion of designated non-tradable bonds in the assets portfolio of each pension fund. 
The proportion of the designated non-tradable bonds in the veteran pension funds is 
higher than this, and therefore their volume of purchases is negligible. In the upcoming 
years (the date cannot be predicted) the veteran pension funds are expected to return 
to buying designated non-tradable bonds, because the payment routes will bring the 
volume of designated non-tradable bonds to a level of 30% of their assets, a volume that 
will enable them to come to the government and buy Arad bonds. 

The amount of issuances of CPI-linked “Chetz” bonds to insurance companies remained 
almost without change and stood at NIS 3.6 billion, similar to the previous year. The 
amount of net issuances in designated non-tradable bonds for insurance companies was 
NIS 1.3 billion in 2010. 



37

Issuance of emissions managed by the Accountant General Division amounted to 
NIS 519 million. Total net issuance in this segment was negative, amounting to NIS 252 
million. 

Table D-4
Non-tradable domestic issuance and redemptions in non-tradable debt, 

2010

Funding segment
Principal funding Principal redemptions Net funding

NIS millions % of total NIS millions % of total NIS millions

“Arad” & “Miron” 4815 54 8923 75 (4108)

“Chetz” 3,587 40 2235 19 1,352

Others 519 6 771 6 (252)

8,921 100 11929 100 (3,008)

Diagram D-9
Composition of Non-tradable Issuance, 1999-2010 (NIS billions)

Chetz Arad and Miron Others
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Issuance in Foreign Currency
Tradable Sovereign Benchmark Issuances

In March 2010, the Israeli government issued ten-year bonds in the European market 
under the EMTN program at a volume of one and a half billion Euros, with a yield spread 
of 130 base points over the German swap curve, which is equivalent to 149.2 base points 
over the curve of the German government. This is the largest issuance ever carried out 
by the Israeli government independently in world financial markets and in the European 
market in particular. This issuance marked Israel’s return to the Euro market after an 
absence of almost five years (the previous issuance was carried out in October 2005). 
The issuance was led by the investment banks Barclays, Goldman Sachs and Morgan 
Stanley. 

The timing of the issuance was chosen due to stability in the spreads of Israel government 
bonds traded on the secondary markets in spite of the global economic crisis. Additional 
factors strengthening the decision to carry out the issuance at the chosen time were 
indications of investor demand for the bonds of countries in Israel’s peer group on the 
one hand, and the absence of competing supply from these countries on the other hand. 
The issuance has proven the robustness of the Israeli economy despite the economic 
crisis, and the trust of foreign investors.

The decision to carry out the issuance despite the available funding alternatives in the 
domestic market or under the guarantees program enhanced the message that the Israeli 
economy is stable, and that Israel issues in the international markets out of a desire to 
establish its presence in the global financial markets and to open up funding options for 
Israeli companies.

The starting point for pricing the bond was the level of the spreads in the secondary 
market of the recent issuances carried out by Israel, as well as the risk price of the 
State of Israel (CDS). The issuance was carried out with the expectation for a spread 
of 135 basis points above the German swap curve. This expectation was based on the 
underwriters’ assessment of investor demand and while taking into account the accepted 
new issue premium. As stated, in practice the issuance was closed at a spread 5 basis 
points lower than originally planned. 

The bond issuance attracted extraordinary demand amounting to approximately 13 billion 
Euros and was received by about 300 investors from about 35 countries. This demand is 
the highest ever recorded in an Israeli government issuance abroad. 

As of December 2010, the sovereign bonds inventory amounted to NIS 27 billion and 
constitutes 26% of the foreign currency debt (NIS 105.7 billion).

Public Issuances Backed by U.S. Government Guarantees

In April 2003, the U.S. Congress approved a grant of guarantees to the Israeli government 
for the purpose of funding abroad, in the amount of USD 9 billion face value, for three 
years. Bonds issued by the Israeli government and backed by U.S. government guarantees 
enjoy a credit rating similar to that of the U.S. government (AAA); in fact, the bonds are 
sold at a yield that is only slightly higher than the yield of U.S. government bonds. 
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In 2005, the program was extended until 2008, and in 2006 it was extended until 2011, 
with a carryover option until 2012. The U.S. government provides a full guarantee for 
principal and interest payments of bonds issued by Israel under the auspices of the 
program. 

Israel issued bonds with a face value of USD 4.1 billion through the guarantees program in 
2003-2004 (years of substantial deficits in the country’s budget). The Israeli government 
has not used the guarantees program since November 2004. As of the end of 2010, the 
unutilized balance within the framework of the program amounted to USD 3.8 billion. 

The US guarantees program is used by the Israeli government as a financing “safety 
cushion” and there is no intention of using it other than in the case of real financing 
need. The preservation of the guarantees, and not the use thereof, is a strategic goal 
of debt management, since it has a positive effect on the State of Israel’s access to the 
international markets.

No bonds were issued under this program in 2010. The inventory of bonds with United 
States government guarantees was NIS 44.4 billion as of December 2010 and it 
constitutes 42% of the foreign currency debt (NIS 105.7 billion).

Private Issuance

In April 2010, a private issuance to a large institutional investor was carried out, and 
through it 200 million dollars were raised (approximately NIS 737 million) for two years at 
floating dollar interest of 0.5% + LIBOR. The issuance was carried out under the platform 
program for issuances of the Israeli government (the EMTN). In addition to the issuance 
of the bond itself, the issuance also included carrying out a swap transaction vis a vis 
Barclay’s Capital, and through it the government converted its obligation from foreign 
currency to shekels at a fixed shekel interest.

The above-mentioned course, of issuance of said bond together with the accompanying 
swap transaction, permitted the government to achieve an unprecedentedly low funding 
cost: the issuance was closed at a shekel yield lower by 0.3% than the government bond 
yield with fixed interest redeeming in March 2012.

The issuance contributed to a significant decrease in the costs of funding and reduction 
of interest payments in the budget, all of this without increasing the exposure of the 
government debt to exchange rate risks. Similarly, this issuance enables the government 
to moderate issuance in the domestic market and illustrates the financing flexibility and 
the possibilities available to the government for the funding of deficit needs.

The Israel Bonds Organization 
In 2010, the Israel Bonds Organization raised USD 1.255 billion. This amount is 25% 
higher than the annual funding target of USD 1 billion and represents an increase of 
about 4% in the Organization’s sales volume relative to 2009. Total net funding through 
the Israel Bonds Organization in 2010 stood at negative USD 698.7 million. This is the 
seventh consecutive year that the Organization has raised less than the amount of its 
redemptions, in accordance with the policy to reduce foreign-currency debt. 

The inventory of bonds issued under the Bonds Organization stands, as of December 
2010, at NIS 27.7 billion and constitutes 26% of the foreign currency debt (NIS 105.7 
billion). 
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Diagram D-10
Issuance and redemption amounts of the Israel Bonds Organization,

1990-2009 (USD millions)

Issuance Redumptions Net Issuance

In 2010, 70.3% of the organization’s funding was raised using fixed-coupon instruments, 
while the remainder was issued at floating rates. It can be seen that the fixed-coupon 
proportion of the issuance has decreased compared to 2009, when 75% of the 
Organization’s funding was raised using fixed-coupon instruments, while the remainder 
was floating rate.

Diagram D-11
Distribution of Israel Bonds Organization funding, by interest type

Floating  rate,
30%

Fixed rate,
70% 

Funding instruments – the significant sales in 2010 were in the “Jubilee 25K” bonds, 
for three years (20.8%), for five years (14.5%) and for two years (11.3%). These bonds 
comprised 46.7% of total sales, as compared to 50.6% in 2009. Sales of the saving bond 
(zero coupon saving bonds) comprised 7.42% of total sales, as compared to 7.9% in 
2009 and approximately 13% in 2008. 
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Diagram D-12
Distribution of Israel Bonds Organization sales, by funding instrument, 

2010

USD
millions

Funding Costs

In the course of 2010, the trend in funding spreads of the Israel Bonds Organization was 
divided into two parts. The first is January through October, and the second is November 
and December. In the first part, there was a clear decrease in the base interest rates in 
relation to which the funding interest of the Israel Bonds Organization was determined. 
At the same time, the spread was reduced from an average of 57 basis points in January 
to an average of 29.6 basis points in October. This reduction in the spread is significant 
in relation to the spreads established in 2009. The reason lies in the improvement of 
the situation in the markets and the fact that there was more money available in the 
market for carrying out purchases in general and through the Israel Bonds Organization 
in particular. Similarly, the spreads of Israeli bonds on the market were greatly reduced, 
and therefore, at the same time, the spreads paid by the Bonds securities were reduced, 
in order for the Organization to continue to constitute a competitive alternative to the 
other means of debt funding available to the State. (It is important to emphasize that the 
Israel Bonds Organization is not meant to constitute the least expensive option for debt 
funding, even though at present, funding through it is competitive funding in terms of its 
costs.)

In the second part of the year, beginning in November, a decision was made to increase 
the spreads for all of the securities, except for floating rate securities and the “Mazal Tov” 
securities (average spread was set at 43.5 basis points). This decision is based on two 
factors:

1. Significant decrease of between 10 to 40 basis points in the base interest rate in the 
course of October.

2. The decision to permit the Bonds Organization to fund up to USD 1.7 billion and the 
desire to provide it with the tools to do so. 
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Diagram D-13
Costs of Israel Bonds Organization funding (percentages/base points)

Average spread (right axe) JUBILEE 3 TB 3 TB 2JUBILEE 2/ MACCABEE 2

January February March April May June July August September October November December

Diagram D-14
Distribution of Israel Bonds Organization sales according to the funding 

range in 2010

one year, 1%

2 years, 27%

3 years, 46%

5 years, 24%

10 years, 2%

The geographic distribution – Sales in the United States continued to be dominant in 
2010, standing at approximately 50.3% of sales (compared to 55% in 2009). Sales in 
Europe rose in relation to 2009 (approximately 12%), standing at approximately 15%. 
In Latin America 24.5% of the bonds were sold as compared to 22.5% in 2009 and in 
Canada the sales comprised 8.3% of total sales as compared to 9% in the previous year. 
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Diagram D-15
Geographical distribution of sales of the Israel Bonds Organization, 2010

U.S., 50%

Canada,
8%Europe, 15%

Latin America, 24%
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The State of Israel’s Credit Rating 
General 

The credit rating is an estimate of the level of risk inherent in an investment and of the 
issuer’s ability to meet its obligations. In the process of determining a country’s credit 
rating, rating agencies examine numerous parameters, according to several categories, 
including: political risk, fiscal stability, fiscal flexibility, monetary stability, and external 
stability. Each parameter is measured by comparison to countries with similar ratings – 
its “peer group.” Israel’s peer group mainly consists of medium-sized economies, most of 
which are peripheral European countries: Poland, Cyprus, Estonia, the Czech Republic 
and Slovakia. Additional countries in Israel’s peer group are Chile and South Korea. 

Significant changes have taken place in the credit rating of countries since the fall of 
the Lehman Brothers investment bank in September 2008, when accusatory fingers 
were pointed at the rating agencies for “over-rating” many of the “toxic” assets, thus 
significantly contributing to the outbreak of the crisis. The reaction of the rating agencies 
was not long in coming, and they embarked on an extensive lowering of ratings, lowering 
the rating of many countries such as Iceland, Ireland, Japan, Portugal, Greece and other 
countries, most of which had in common a financing system that was severely hit in the 
credit crisis and increasing government deficits and debts. At the end of 2010, it may be 
said that Israel is in better condition than western European countries such as Ireland 
and Portugal. 

In the past, governments’ credit ratings also served as a “ceiling” for the credit rating of 
domestic companies; in other words, domestic entities in a particular country could not 
obtain a higher credit rating than their government. In recent years, some rating agencies 
have started to separately rate the “country ceiling,” which denotes the highest potential 
credit rating attainable by domestic entities within the country. In many cases, particularly 
against the background of globalization processes, the country ceiling is higher than the 
government’s credit rating, so that the government’s rating does not represent a barrier 
to domestic entities. Nonetheless, the government’s credit rating clearly has an influence 
on and is highly correlated with domestic credit ratings, and is of great importance for the 
economy as a whole. 

The Credit Rating of the State of Israel in 2010 

In 2010, a report was published of only one out of the three credit rating agencies – 
S&P; this agency rated Israel with an A Stable rating. In 2009, the other published the 
credit rating of the State of Israel as follows: Moody’s: A1 Stable, Fitch: A Stable. In the 
three reports that the agencies published regarding the Israeli economy, they praised 
the economic policy, its handling of the global crisis, the budgetary restraint led by the 
Ministry of Finance, and the fact that the Israeli government entered the global crisis in 
a good starting condition and exited it relatively quickly. In addition, the rating agencies 
were positively impressed by the remarkable growth of the economy in recent years, the 
surplus in the balance of payments (for the seventh successive year) and the fact that 
domestic debt increased very modestly during the crisis as compared to many countries 
worldwide. However, despite the relatively moderate increase in government debt in 
2009 and the decrease in the debt to GDP ratio recorded in 2010, its volume is still a 
weakness, as it remains high compared to other countries in the peer group. The rating 
ceiling of Israel set by all of the agencies is higher than the government’s rating – a fact 
reflecting the Israeli economy’s high degree of openness to the world, the government’s 
economic policy of non-intervention, and the private sector’s resilience in the face of 
external shocks. 
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Highlights of the three agencies’ announcements in 2009 and 2010

Moody’s: 

On August 27, 2009, Moody’s published the annual report on the State of Israel, in which 
it left Israel’s credit rating at “A1 – stable outlook”. The long-term foreign-currency rating 
ceiling remained at the Aa1 level. The main points highlighted by the analysts are as 
follows: 

Israel’s credit rating is supported by the strength of the economy, the government and 
the financial sector in Israel, but is limited by the geopolitical situation. The fact that the 
global crisis had a modest effect on the Israeli economy shows that the Israeli economy 
was not subject to the factors that had started the economic crisis in the first place – 
the exposure to “toxic” assets and real estate bubbles. The modest shrinking in GDP 
and the signs of recovery of the Israeli economy testify to its extraordinary flexibility 
and robustness in the face of a variety of shocks. Against the background of the many 
challenges that the Israeli economy has faced in the last decade, the current financial 
crisis can be considered another one Israel has successfully mastered. At present, after 
the Israeli economy has already come through the crisis, given the fact that Israel is 
a small open economy, it seems that the major recovery will be more the result of the 
global recovery than domestic developments. It seems that there is no damage to the 
long-term growth of the Israeli economy. While the economic and financial risks inherent 
in the Israeli economy are low, the geopolitical risk, particularly the security situation, 
is more serious. The State of Israel has the highest relative defense expenditure in the 
world (as a percentage of GDP), which affects the government debt over time.

Fitch: 

On November 6, 2009, Fitch confirmed the credit rating at a level of “A” “stable outlook”. 
The State of Israel’s credit-rating ceiling remained AA-. The main points of the agency’s 
announcement are: 

The State of Israel has come through the global financial crisis better than many similar 
economies, incurring a very slight recession relative to similar countries in Europe and 
Asia. Good economic policy and structural reforms since the last crisis in 2001-2002 
have laid the foundations for the high level of growth in 2004-2008, which has made the 
economy more immune to shocks. Other than Bahrain, China and Poland, the agency 
has forecast that Israel will be the only “A”-rated country to exit the recession as early as 
2009. 

The good performance of the Israeli economy is mostly due to aggressive monetary 
policy and to the exchange rate policy, in addition to a stable banking system lacking 
problems, and this are attributed to the fact that no bubbles were created in the Israeli 
economy. The hi-tech industry and the services industry have shown stability in the face 
of the global decline in demand due to the financial crisis, while the exports of these 
industries caused the unprecedented surplus in the current account in 2009. The high 
debt-to-GDP ratio has remained the limiting factor of the Israeli rating, but the fiscal 
anchors, as expressed by the expenditure ceiling and the deficit target adopted by Israel, 
have served it well in recent years, leading to the sharp decline in the debt-to-GDP ratio 
to 78% in 2008, from 100% in 2003. Although the debt-to-GDP ratio is relatively high for 
the median of the peer countries, it is still not the highest among these countries, and 
today there are countries with a higher debt-to-GDP ratio. The global crisis has mainly 
affected Israel’s tax revenues. The balance of payments of the State of Israel is in a good 
position. The Israeli economy is a net lender to the world. An increase was recorded in 
the foreign currency reserves and in the current account surplus. 
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Standard and Poor’s: 

On March 17, 2010, the rating agency S&P confirmed that Israel’s credit rating has 
remained “A” “Stable”. The main points of the agency’s announcement dealt with the 
strengths of the Israeli economy: A thriving economy with an ability for fast recovery, 
a short but robust history of fiscal stability and strong external sources of funding. The 
weaknesses of the Israeli economy are a heavy public debt, a geopolitical reality at a 
high level of risk; the United States constitutes a moderating factor in this respect. The 
central points of the announcement are as follows: 

The global recession harmed Israeli export in 2009; nonetheless, Israel has a fixed surplus 
in its current account and the Bank of Israel has increased its foreign currency balances 
significantly. Israel’s gross needs for financing for 2010 are expected to be approximately 
85% of the foreign currency balances of the Bank of Israel together with current income 
– a significant improvement in comparison to the rate of 109% in 2008. The durability of 
the Israeli economy, which has profited from a succession of broad-reaching market and 
employment reforms, contributed to an increase of 3.7% in the average per capita GDP 
over the past ten years. The area of public financing in Israel constitutes a weak point: 
The State’s debt-GDP ratio rose to a level of 80% at the end of 2009. If Israel adopts a 
line of fiscal savings, a decrease in the budget deficit to the level of 3.5% is expected in 
2013 (from a level of 5.3% in 2009 and 5.5% in 2010). The relations between Israel and 
the Gaza Strip, Iran and the Palestinian Authority pose a risk to Israel’s credit rating. 

Forecast: The raising of Israel’s rating will be considered positively if significant steps 
are taken in the direction of resolving key security issues with are expected to have a 
large degree of influence on stability in the region, on economic growth and on investor 
confidence. It is possible that Israel’s rating will be compromised if there is a retreat in 
stabilizing the fiscal policy or deterioration of the security situation. 

Table D-5
Israel’s credit rating by the three rating agencies

Rating 
Agency

Term

Domestic 
Bonds Outlook

Foreign 
Bonds Latest Rating Change

Rating Rating

Moody’s
Long term AA

Stable
A1 The rating outlook was

upgraded in April 2008
to "Stable"Short term - P1

Standard & 
Poor’s

Long term AA-
Stable

A The rating outlook was 
downgraded in October 2008 
from "Positive" to "Stable"Short term A-1+ A-1

Fitch
Long term A+

Stable
A The rating outlook was

upgraded in February 2008
to "Stable"Short term - F1
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The Secondary Market
2010 was a very good year in every segment of trade, including in the government bond 
segment. The financial crisis that characterized 2009 continued in the background in 
2010, and was characterized by the persistence of a low interest environment in most 
of the markets and by debt problems in many economies throughout the world. Data 
from the bond market indicate that trade turnovers fell for the first time since the reform 
of primary dealers was introduced in 2006. In 2010, bond yields in both the unlinked 
and the linked segments fell to historic lows. In the upcoming year there will be market 
making in linked government bonds, in addition to market making in the fixed coupon 
government bonds that exists today. The trade in government bonds is carried on in 
several commercial platforms at the same time: The Tel Aviv Stock Exchange (TASE), 
MTS (a platform in which only primary dealers in government bonds act) and over the 
counter trade.

Trade Turnovers of Government Bonds 

The daily average trade turnovers in 2010 were similar to those in 2009: approximately 
NIS 2,550 million in 2010 as compared to approximately NIS 3,400 million in 2009. The 
decline is explained by the fact that 2010 was characterized by “suitable” yields in all 
of the segments, and investors preferred to increase the investment levels in less solid 
segments that produced yields in excess of the government segment. For example, in 
the stock segment there was an increase of 20% in turnovers in 2010 as compared to 
2009. Trade turnovers registered declines in all of the various trade arenas. 

Breakdown of the trade turnovers by trading platform: 

TASE – 81% of trading (2009 – 81%). 

MTS – 11% of trading (2009 – 10%). 

OTC – 8% of trading (2009 – 9%).

Diagram E-1
Average daily turnover of government bonds (NIS millions), 2010
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Fixed-Coupon Unlinked Bonds 

Primary dealers in government bonds up to the end of 2010 were primary dealers in 
the unlinked bond segment only. Therefore, there is the MTS system in which only the 
dealers in the fixed -coupon unlinked government bond segment trade. 

Ratio between the various trade platforms:

TASE – 71% of trading (2009 – 74%). 

MTS – 20% of trading (2009 – 16%). 

OTC – 9% of trading (2009 – 10%).

Diagram E-2
Average daily trade turnover of fixed-coupon unlinked bonds

(NIS millions), 2010
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As of January 1, 2011, the Israeli primary dealers in government bonds will begin to be 
dealers in linked bonds as well. In the last quarter of 2010, the primary dealers quoted 
voluntarily in two linked bonds in order to test the willingness of the dealers and of the 
trading systems to act in the linked segment. As of December 31, 2010, all of the primary 
dealers are prepared to act in the linked bond market. The primary dealership began in 
the following bonds: Government Linked Bond 0614 and Government Linked Bond 1019.
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Trade breakdown by segment 

Most of the trading in government bonds was in the unlinked segment, as was the case 
in 2009. Over the course of 2010, the relationship between the various segments was 
as follows: 

Unlinked segment – 61% of trading (2009 – 66%). 

Linked segment – 30% of trading (2009 – 26%).

Floating-rate segment – 9% of trading (2009 – 9%).

Diagram E-3
Average daily trade turnover in the different segments, 2010
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Floating
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Q2 Q3 Q4

Average Daily Turnover on MTS Platform by Bond Type 

As of the end of 2010, the primary dealers are required to quote in the MTS system 
approximately 9 fixed-coupon unlinked bonds, Shahar/Unlinked Government (5 hours 
net per day, with the size of the quote and the spread, which they are required to quote, 
differing from bond to bond, according to the term to maturity). 

The bonds for which there was a quoting commitment as of the end of 2010 are: 

Unlinked Government Bond 0312, Unlinked Government Bond 0313, Unlinked 
Government Bond 0913,Shahar 2682, Unlinked Government Bond 0115, Unlinked 
Government Bond 0217, Unlinked Government Bond 0219, Unlinked Government Bond 
0120, and Unlinked Government Bond 1026. In addition, it may be seen that the bond 
with the highest volume of trade in the course of the year was the unlinked Government 
Bond 0120, which served as the ten-year benchmark security. 
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Diagram E-4
Average daily turnover on MTS platform by bond, 2010
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Volume of Trade on the Secondary Market (MTS): Domestic as opposed to 
foreigners

Table E-1
Action Share in MTS: Domestic versus Foreigners

2010 2009

Domestic 73.04% 71.58%

Foreigners 26.96% 28.42%

It can be seen that the trade volume of foreign dealers as compared to the Israeli dealers 
in the secondary market preserved stability in 2009 and 2010.

Yield of Unlinked Fixed Coupon bonds for a period of ten years

In 2010, the bonds yields declined during most of the year, as was the case during most 
of the second half of 2009. In the course of the 10 year bond yield, fell to an historic low, 
registering 4.20% on September 1, 2010. Diagram E-5 shows the 10 years bond yield 
(Government Unlinked Bond 0120), which was also the most tradable security in 2010. 
The year can be divided into two periods: 

January – October: The yield on ten-year bond fell from a level of 5.2% to a level of 
4.2%, mainly due to globally low yields.
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November – December: Increase of yield to the level of 4.7% at the end of the year, led 
mainly by an increase in yields around the world.

Similarly, it can be noted that throughout the entire year, trade yields of 10 year bond 
highly correlated 10 years US government bonds. This trend also characterized other 
parts of the yield curve. 

Diagram E-5
10-year bond yields

Yield Curves

In the first half of the year, the steepness of the curves was stable (both in the unlinked 
and in the linked curve). In the second half of the year, the steepness of both curves 
moderated, mainly due to the market expectation of an increase in interest rates.
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Diagram E-6
Unlinked yield-to-maturity curve

Dec-09Jun-10Dec-10

Diagram E-7
CPI linked yield-to-maturity curve

Dec-09Jun-10Dec-10

Historical Overview of Average Daily Volume 

2010 was the first year since the institution of the Primary Dealers reform (in 2006) in 
which trade volumes declined in comparison to the previous year. Until 2010, the trade 
volume trend was on sharp growth, while it may be seen that the big jump in the volumes 
were recorded in the course of 2006 with the implementation of the primary dealers 
reform in government bonds. It may be seen that together with the growth in volumes in 
the government bond market, in recent years there has also been a significant increase 
in trade volumes in corporate bonds that continued in 2010 as well.
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Diagram E-8
Average Daily Volume from an Historical Perspective

Government bonds

Coporate bonds

Average Volume of Bond Lending Facility 

As part of the primary dealer reform, the Ministry of Finance, in cooperation with the 
TASE Clearing House, established a bond lending facility allowing primary dealers to 
borrow government bonds of all types. A body wishing to borrow bonds (within the limit 
of NIS one billion per primary dealer) contacts the TASE Clearing House to borrow the 
bonds; in return, it transfers funds as collateral on which it receives interest. Operation 
of the bond lending facility began in September 2006. In the past year, the bond lending 
facility fluctuated between NIS three to five billion. The distribution of bond lending at the 
end of 2010 was approximately 53% in the unlinked segment, approximately 44% in the 
linked segment, and approximately 3% in the floating-rate segment. 

Diagram E-9
Average volume of bond lending facility (NIS millions)
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Development of the CDS Spreads of the State of Israel

CDS (Credit Default Swap) transactions are agreements that enable two parties to 
transfer a third party’s credit risk from one to the other. In practice, such transactions 
represent the sale of bankruptcy insurance. The CDS spreads are customarily referred 
to as an indication (partial) of the faith that purchasers invest in a third party’s redemption 
ability, which serves as the underlying asset for the transaction. 

The graph presented below illustrates the development of the CDS spreads of the State 
of Israel and other countries in the course of 2010. It can be seen that in the course of 
2010, the CDS spreads of countries belonging to the PIGS group rose sharply as a result 
of the debt crisis, while the spreads of the State of Israel preserved stability around the 
level of 130 basis points (in practice, this is a spread above the relevant SWAP curve). 

Diagram E-10
Development of the ten-year CDS spreads of Israel and selected peer 

countries (in base points)

Portugal Spain Greece Czech Republic Israel
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Forecast of Principal Redemptions 
and Interest Payments

Diagram A-1
Principal redemptions and interest payments on tradable domestic debt, 

2011-2036 (NIS millions)

Principal

Interest

Appendix

A
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Diagram A-2
Principal redemptions and interest payments on the non-tradable 

domestic debt, 2011-2035 (NIS millions)

Principal

Interest

Diagram A-3
Principal redemptions and interest payments on external debt, 2011-2041 

(in NIS millions) at an exchange rate of NIS 3.54/USD 1

Principal

Interest
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Diagram A-4
Principal redemptions and interest payments on Israel Bonds 

Organization Bonds (as of December 31, 2010)

Principal

Interest
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Features of Tradable Bonds in the 
Domestic Market

Bond
First 

issuance 
date

Interest Interest 
payment

# of Bond Series 
in cycle (as of 

December 2010)

CPI-linked

Galil* Dec. 31, 1984 Fixed – as determined by 
the Ministry of Finance. Annually 8

Linked 
Government 

Bond
Jun. 26, 2006 Fixed – as determined by 

the Ministry of Finance. Annually 6

Unlinked

New Gilon* Apr. 28, 1999
Floating – based on 
Makam yields for a 

period of 3-12 months. 

Once every 
three months 2

Floating-Rate 
Government 

Bond
Jan. 8, 2008 

Floating – based on 
Makam yields for a 

period of 12 months. 

Once every 
three months 2

Shahar* Aug. 24, 1995 Fixed – as determined by 
the Ministry of Finance. Annually 4

Unlinked 
Government 

Bond
Nov. 6, 2006 Fixed – as determined by 

the Ministry of Finance. Annually 8

Short-term 
Government 

Bond

Zero coupon (does not 
pay interest

At the end of 
the period 2

* This bond is no longer issued.

Appendix

B
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Features of Bonds Issued by the 
Israel Bonds Organization

The Bonds Organization in the United States (DCI)

Interest 
payment

Min./Max. 
PurchaseSpread

Redemption 
Period

(in years)
BenchmarkName of bond

Semi-annual
May 1, 

November 1

Minimum 
purchase: 
$25,000

multiples of 
$5,000

5022Y Treasury2yr Jubilee

5533Y Treasury3Y Jubilee

7555Y Treasury5Y Jubilee

851010Y Treasury10Y Jubilee

Semi-annual
May 1, 

November 1

Minimum 
purchase: 

$5,000
multiples of 

$1,000

3022Y Treasury2Y Maccabbee

3533Y Treasury3Y Maccabbee

5555Y Treasury5Y Maccabbee

At end of 
period

Minimum 
purchase: 

$1,000
multiples of 

$500

4033Y Govt. Strip
3Y Sabra

Zero Coupon

At end of 
period

Minimum 
purchase: $100
multiples of $50

Maximum 
purchase: 

$2,500

555Y Govt. Strip
5Y Savings –

Mazel Tov
Zero Coupon

Semi-annual
June 1, 

December 1

Minimum 
purchase: 
$100,000

multiples of 
$25,000

5026M Libor

2Y floating – 
Financing for 

institutional investors 
only

Semi-annual
June 1, 

December 1

Minimum 
purchase: 

$5,000
multiples of 

$2,500

5026M Libor2Y floating 

5536M Libor3Y floating 

6056M Libor5Y floating 

7533Y TreasuryInstitutional Bond – 
fixed 3Y

9555Y TreasuryInstitutional Bond – 
fixed 5Y

753LiborInstitutional Bond 3Y 
floating

805LiborInstitutional Bond 5Y 
floating

Appendix

C
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The Bonds Organization in Canada (CISL)

Interest 
payment

Min./Max. 
PurchaseSpread

Redemption 
Period

(in years)
BenchmarkName of bond

Semi-annual
May 1, 

November 1

Minimum 
purchase: 
$25,000

multiples of 
$5,000*

7022Y CAD 
Sovereign2yr Jubilee – CAD

7533Y CAD 
Sovereign3Y Jubilee – CAD

9055Y CAD 
Sovereign5Y Jubilee – CAD

1001010Y CAD 
Sovereign10Y Jubilee – CAD

Semi-annual
May 1, 

November 1

Minimum 
purchase: 

$1,000
multiples of 

$500*

5522Y CAD 
Sovereign2Y Maccabbee – CAD

6033Y CAD 
Sovereign3Y Maccabbee – CAD

7555Y CAD 
Sovereign5Y Maccabbee – CAD

At end of 
period

Minimum 
purchase: 

$1,000
multiples of 

$500

5533Y CAD Strip3Y Sabra – CAD
Zero Coupon 

At end of 
period

Minimum 
purchase: $100
multiples of $50

Maximum 
purchase: 

$2,500

1055Y CAD Strip
5Y Savings –

Mazel Tov
Zero Coupon

9033Y CAD 
Sovereign

CND Institutional 
Bond fixed 3Y

10055Y CAD 
Sovereign

CND Institutional 
Bond fixed 5Y

* Purchases in the multiples noted may be purchased within one year from the purchase 
of the bond
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Israel Bonds Organization in Latin America and Europe (IBI)

Interest 
payment

Min./Max. 
PurchaseSpread

Redemption 
Period

(in years)
BenchmarkName of bond

Semi-annual
May 1, 

November 1
Min. €5,000

5026M Euribor2yr Euro Floating

5536M Euribor3Y Euro Floating

At end of 
periodMin. €5,000

5022Y Bund2Y Euro – Savings
Zero Coupon

5533Y Bund3Y Euro – Savings
Zero Coupon

At end of 
period

Min. €100
Multiples of €50

Maximum 
€2,500

1055Y Bund
5Y Euro Savings –

Mazel Tov
Zero Coupon

At end of 
periodMin. £1,0007522Y UK Strips2Y Sterling Saving

Zero Coupon

At end of 
period

Min. £100
Multiples of £50

Max. £2,5002055Y UK Strips
5Y Sterling Saving –

Mazel Tov
Zero Coupon

Semi-annual
May 1, 

November 1
Min. £1,0007022Y GBP 

Benchmark2Y Sterling Jubilee

4033Y Govt. Strip3Y Reinvestment 
Bond
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Primary Dealers’ Rankings as of 
end of 2010
Primary market

Ranking is based on the volume of purchases in government bond auctions (issuances 
done on the Bloomberg platform). 

The ranking in 2010, highest to lowest:

1. Bank Leumi 

2. Mizrahi Tefahot Bank 

3. Discount Bank 

4. Clal Finance 

5. U-Bank

6. Deutsche Bank 

7. Union Bank 

8. Barclays

9. Goldman Sachs 

10. Morgan Stanley 

11. Bank Hapoalim

12. First International Bank of Israel

13. Citibank

14. UBS
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Secondary market (trading on the MTS platform)

Ranking is based on the weighing of several parameters: trading volume, quote order 
size, quote spreads and quote time on the MTS platform. 

The ranking in 2010, highest to lowest:

1. Bank Leumi 

2. U-Bank 

3. Deutsche Bank 

4. Mizrahi Tefahot Bank 

5. DiscountBank 

6. Barclays

7. Bank Hapoalim

8. Clal Finance 

9. Goldman Sachs

10. Citibank 

11. First International Bank of Israel

12. Morgan Stanley

13. UBS

14. Union Bank
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Personnel of the Government Debt 
Management Unit in the Accountant 
General Division (at the end of 2010)

Name Position Telephone No. E-mail

Eran Heimer Senior Deputy Accountant 
General +972-2-531-7555 eran.heimer@mof.gov.il

Yair Kochav Head of Domestic Debt 
Department +972-2-531-7638 star@mof.gov.il

Gil Cohen 
Head of Global Debt Capital 
Market & Foreign Currency 

Transactions 
+972-2-531-7536 gilco@mof.gov.il

Lior David-Por Head of Risk Management 
Department +972-2-531-7077 liorda@mof.gov.il 

Edi Terner Head of Receipts and 
Payments Department +972-3-977-8785 edit@inbal.co.il 

Shlomi Kachko Head of Trading Supervision 
Department +972-3-977-8790 shlomik@inbal.co.il

Hana Sela Deputy Head of Receipts 
and Payments Department +972-3-977-8784 hanas@inbal.co.il

Shay Zafran 
Deputy Head of Domestic 

Debt and Issuance 
Department

+972-3-977-8796 shayz@inbal.co.il 

Shani Federman
Assistant Director
Domestic Debt and 

Issuances Department
+972-3-977-8782 shanif@mof.gov.il 

Ayelet Perlstein

Assistant Director
Global Debt Capital Market 

& Foreign Currency 
Transactions 

+972-2-531-7580 ayeletp@mof.gov.il

Felix Schenavsky

Assistant Director
Global Debt Capital Market 

& Foreign Currency 
Transactions 

+972-2-531-7919 felix@mof.gov.il 

Orna Arad
Assistant Director

Receipts and Payments 
Department

+972-3-977-8786 ornaa@inbal.co.il 

Gennady Naiman
Assistant Director

Receipts and Payments 
Department

+972-3-977-8781 genadin@inbal.co.il

Einat Cohen
Assistant Director

Receipts and Payments 
Department

+972-3-977-8783 einatc@inbal.co.il

Ariel Kimhi
Assistant Director

Receipts and Payments 
Department

+972-3-977-8788 arielk@inbal.co.il

The Unit’s Jerusalem offices:
1 Kaplan St., Jerusalem 
Tel.: +972-2-531-7555
Fax: +972-2-566-9827

The Unit’s Airport City offices:
Arava St., Kiryat Sde Hateufa 

Tel.: +972-3-977-8777
Fax: +972-3-979-5370

E-mail: gdmu@inbal.co.il 
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