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ISRAEL EQUITY
REVIEW AND
OUTLOOK - Q4 2023

ISRAELI EQUITIES CONTINUE UNDERPERFORMANCE AS THE
FOCUS SHIFTS FROM JUDICIAL REFORM TO THE IMPACT OF
RISING LONG-TERM RATES.

What’s Inside Highlights:

1. Highlights

2. Equity Market Performance + Israeli stocks, as defined by the BlueStar® Israel Global Index (BIGI®), fell 4.61% in the

3. Economic and Political Update third quarter of 2023, underperforming US and international developed market

4. lsraeli Economic Exposure Indexes equities for the third straight quarter.

About the BlueStar Indexes® + Israeli technology stocks, as defined by the BlueStar® Israel Global Technology Index
® o S . o

The BlueStar Indexes® were launched in 2011 (BIQITech ), dropped 10.80% in Q3, widening tEelr year-to-date underperformance

by BlueStar Global Investors, a research-driven against US and Global tech peers by more than 15%.

provider of indexes and financial data.

BlueStar®”s Indexes were acquired by « The Bank of Israel left their policy interest rate in September unchanged at 4.75%

MarketVector Indexes™ ("MarketVector") in
August 2020 and are now continued as a sub-
brand of MarketVector.

which is now 0.65% higher than the rate of inflation.

» Economic activity in Israel remains resilient, though investors should keep an eye on a
slowdown in the real estate market and private consumption as long-term interest rates
continue to rise.

BlueStar Indexes® produced monthly updates
on the Israeli market since 2012. In this Israel
Equity Review and Outlook we provide data
and insight on 2022’s performance of Israeli

equity benchmarks, stocks and sectors driving + As of publication — but after the Review and Outlook was written — Hamas terrorists
performance, key economic data for the Israeli launched a massive surprise attack on Israel from Gaza, joined by other Iranian-backed
market, as well as data on our flagship Israeli p . N ’,J Y .

equity indexes, BIGI® and BIGITech®. We also terror groups. Israel has declared war to defend its citizens, and the broader regional
provide an outlook on key economic, geo- situation could escalate. We anticipate a major impact on Israel’s economy, as well as

political and domestic political developments

. . ) on the Israeli Shekel and both the local stock market and Israeli companies listed
which could impact the markets in 2023.

abroad. Please do not hesitate to reach out to us for updates.

The BlueStar® Israel Global Index (BIGI® or BLS
& BLSTR INDEX on Bloomberg) is the broadest
and deepest benchmarks for Israeli equities
trading. BIGI®is tracked by a NYSE-listed ETF, 228
as well as an Israel-domiciled index fund.

The BlueStar® Israel Global Technology Index

(BIGITech® or BGTH & BGTHTR INDEX on

Bloomberg) is the broadest and deepest 183
benchmark tracking the performance of Israeli

companies operating in innovative sectors such

as information technology, defense technology,

clean technology and bio-technology.

BIGITech®is tracked by a NYSE-listed ETF. In 138
addition, there are two Israel-domiciled

investment vehicles tracking BIGITech®.
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Israel Equity Market Performance

Israeli equities, as defined by the BlueStar® Israel
Global Index (BIGI®), fell 4.61% in Q3 in continuation of
Q2’s losses. BIGI® performed in-line with other
international developed markets but underperformed
the KSM TA-125 ETF (in USD) by 6.30%. The Israel
Domestic Exposure
correction against the Israel Global Exposure Index in
Q3 with outperformance of 10.77%.

Index continued an upward

BIGITech® had a significant decline of 10.80% in Q3, as
tech dramatically
underperform the iShares U.S. Technology and the
iShares Global Tech ETFs, reaching year-to-date

Israeli stocks continue to

under performance of 48.09% and 36.65%,
respectively.

The largest sector in BIGI® is Information
Technology. Unfortunately, many of Israel’s

largest technology stocks have not participated in
2023’s global rally. The
Technology component of BIGI® declined 14.40%
in Q3. Further, some of Israel’s largest companies
experienced
example, one of the largest Israeli tech companies,

tech Information

have significant declines. For
SolarEdge, which targets the solar energy industry
with specialized power converters, was down

51.86% in Q3.

On the other hand, the Financials sector, the
second largest cohort of BIGI®, gained 8.93% in
Q3. It is still unclear whether this gain is simply a
correction from oversold levels following the
fallout of Israel’s judicial reforms.

On a macro level, interest rates continue to rise as
we head into Q4, the likely culprit of recent
negative market sentiment. As longer term interest
rates climb it is likely that the global economy will
finally begin to feel the lagged effects of tighter
monetary policy going forward, even if central
banks are nearing the end of monetary tightening.
Unfortunately Israel is not immune to these global
trends, although investors in Israeli stocks may
find some shelter in those sectors and companies
that are more focused on the domestic Israeli
economy.

ISRAEL AND GLOBAL EQUITY BENCHMARK COMPARISON

Benchmark Q3 2023 Return(%) 2023 YTD (%)
BIGI® (4.61) (5.55)
BIGITech® (10.80) (5.99)
iShares Israel ETF 513 2.14
KSM TA-125 ETF 1.69 (5.22)
SPDR S&P 500 ETF Trust (3.27) 13.07
iShares Emerging Markets ETF (2.93) 1.82
iShares EAFE ETF (4.05) 7.59
Israel Domestic Exposure 2.82 (7.69)
Israel Global Exposure (7.95) (3.95)
Israel Infrastructure (0.27) (20.37)

ISRAEL AND GLOBAL TECH EQUITY BENCHMARK COMPARISON

Benchmark Q3 2023 Return (%) 2023 YTD (%)
BIGITech® (10.80) (5.99)
iShares U.S. Technology ETF (3.38) 42.10
iShares Global Tech ETF (6.53) 30.66

SECTOR PERFORMANCE (%): Q3 2023

Energy 17.59
Financials 8.93
Communication Services 4.18
Health Care 2.77
Materials 1.69

Not Classified (0.81)
Consumer Discretionary (1.87)
Real Estate (4.20)
Consumer Staples (6.44)
Industrials (6.85)
Utilities (10.16)
Information Technology (14.40)

TOP AND BOTTOM BIGI® PERFORMERS: Q3 2023

Positive Contributors (%)

Negative Contributors (%)

CAMTEK LTD 74.74 NOVOCURE LTD (61.08)
TEVA PHAR’\ig(R:EUTICAL-SP 35.46 NANO-X IMAGING LTD (57.65)
DELEK GROUPLTD 33.42 SIOLARED G ITNE(C:)HNOLOGIES (51.86)
PAYONEER GLOBAL INC 27.23 TREMORIJ.’F‘J_TI'D\:?TIONAL (50.97)
SHIKUN & BINUILTD 26.19 KORNIT DIGITALLTD (35.61)
TABOOLA.COM LTD 21.86 TOWER SE’\G%ONDUCTOR (33.56)
OIL REFINERIES LTD 21.64 LEMONADE INC (31.04)
WIX.COM LTD 17.33 OPKO HEALTH INC (26.27)
AIRPORT CITY LTD 17.20 CEVAINC (24.11)
DANEL (ADIR YEOSHUA) LTD 16.11 STRATASYS LTD (23.37)
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Israel Macroeconomic Update

Economic Highlights

In early September, the Bank of Israel's Monetary
Committee kept their policy rate steady at 4.75%,
which equates to a real yield of 0.65%, making it
mildly  restrictive. Inflation  pressures are
moderating (which is lower than many of Israel’s
peers) and is expected to fall within the upper
bound of the BOI’s target inflation range over the
coming year. However, similar to the situation in
the US, the labor market is very tight and
economic activity remains relatively strong; if
inflation does not to continue to moderate, interest
rates will likely need to tighten.

Unfortunately, Israel must contend with another
potential contributor to inflation, which is a
weakening currency. The Shekel lost 2.9% to the
US Dollar in Q3, although it remained flat against
the Euro. On a year-to-date basis the Shekel is
down 8.5% and 7.1% against the Dollar and Euro,
respectively. A lot of the depreciation is related to
the Judicial reforms that were passed this year,
but some of it may also have to do with interest
rate differentials are generally lower demand for
ILS purchases (for example foreign purchases of
Israeli residential real estate are slowing).

Israel’s GDP grew 3% on an annualized basis in Q2
which is above the pre-Covid trend line. Non-
residential construction activity remained strong
while there was softening in private sector
spending and net exports of goods and services.
Home price growth is decelerating, and new
mortgage demand continued to trend downward.
Interestingly while new housing starts are
declining, employment in the residential
construction sector remains strong. It appears to
us that the residential real estate market in Israel
could become a focal point of the Israeli economy
going forward. lsrael’s real estate market
experienced a boom over the last decade or so as
interest rates remained low, the Shekel was
strong, and Israel’s GDP growth was exceptionally
strong relative to other developed markets. Rising
interest rates and moderating economic growth
could undo a lot of the value created in Israeli real
estate over recent years.

Sources: Refinitiv, Data as of September 30, 2023.
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Israel Economic Exposure Indexes
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With such a dichotomy between global and local monetary policy and economic developments, there are now even more potential
insights available from tracking the performance of Israeli Domestic vs Israeli Global companies. The path of inflation, interest rate
differentials and currencies, and real economic activity are expected to continue to impact both earnings growth and price multiples on
these two groups of Israeli stocks differently, presenting an opportunity for investors to capitalize on these trends.

In 2021 the Israel Domestic Exposure Index outperformed the Israel Global Exposure Index by an astounding 44% and continued to
outperform through 2022 by an additional 17.5% bringing the total outperformance from the end of 2020 through 2022 to roughly 69%.
However, in our Q4 2022 update, we noted that the “IEEI Relative Performance Since 2009” chart suggested a high probability of a relief
rally for the Israel Global Exposure Index in the near future. Indeed, the Global Exposure Index outperformed by more than 19% from the

end of Q3 2022 through Q2 2023.
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Sources: MarketVector, Refinitiv. Data as of September 30, 2023.

Last quarter we noted that “as we enter the
third quarter, the relative performance
outlook is muddled since domestic stocks
appear poised for a more substantial relief
rally.” The Israel domestic exposure index
did outperform the global exposure index by
more than 10% in the quarter. As we can see
in the top chart to the left, the trailing
twelve-month performance gap between
the two indexes is closing. Further, as seen
on the bottom chart to the left, the relative
performance of domestic over global has
broken back above both the 50 and 200-
day moving averages, indicating that Israel
domestic stocks can continue to outperform
global, at least in the short term.

In the medium term, however, when
considering some of the economic cross-
currents at play, and the fact the domestic
has outperformed global by such a wide
margin since early 2021, we think it is likely
that Israeli global stocks will continue to
outperform. While this view can change
based on incoming data, the domestic Israeli
economy is still vulnerable to the ripple
effect of the recently-passed judicial
reforms and the Israeli real estate market
may be entering into somewhat of a
contraction. Further, rising interest rates will
eat into Israelis’ discretionary budgets, as
they will in much of the rest of the world.
Each of these factors has the potential to
weigh on domestically oriented companies
in sectors such as financials and real estate
as we look towards 2024.
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Disclosure

The information herein represents the opinion of the author(s), but not necessarily those of MarketVector Indexes™, and these opinions
may change at any time and from time to time. Non-MarketVector Indexes™ proprietary information contained herein has been obtained
from sources believed to be reliable, but not guaranteed. Not intended to be a forecast of future events, a guarantee of future results, or
investment advice. Current data may differ from the data quoted. Past performance is not a guarantee of future performance.

Copyright © 2023 by MarketVector Indexes GmbH (‘MarketVector’) All rights reserved. The MarketVector family of indexes
(MarketVector™, Bluestar®, MVIS®) is protected through various intellectual property rights and unfair competition and misappropriation
laws. MVIS® is a registered trademark of Van Eck Associates Corporation that has been licensed to MarketVector. MarketVector™ and
MarketVector Indexes™ are pending trademarks of Van Eck Associates Corporation. BlueStar®, BlueStar Indexes®, BIGI® and BIGITech®
are trademarks of MarketVector Indexes GmbH.

Redistribution, reproduction, and/or photocopying in whole or in part are prohibited without written permission. All information provided
by MarketVector is impersonal and not tailored to the needs of any person, entity, or group of persons. MarketVector receives
compensation in connection with licensing its indexes to third parties. You require a license from MarketVector to launch any product that
is linked to a MarketVector™ Index to use the index data for any business purpose and for all use of the MarketVector™ name or name of
the MarketVector™ Index. The past performance of an index is not a guarantee of future results.

It is not possible to invest directly in an index. Exposure to an asset class represented by an index is available through investable
instruments based on that index. MarketVector does not sponsor, endorse, sell, promote, or manage any investment fund or other
investment vehicle that is offered by third parties and that seeks to provide an investment return based on the performance of any index.
MarketVector makes no assurance that investment products based on the index will accurately track index performance or provide positive
investment returns. MarketVector is not an investment advisor, and it makes no representation regarding the advisability of investing in any
such investment fund or other investment vehicles. A decision to invest in any such investment fund or other investment vehicles should
not be made in reliance on any of the statements set forth in this document.

Prospective investors are advised to make an investment in any such fund or other vehicles only after carefully considering the risks
associated with investing in such funds, as detailed in an offering memorandum or similar document that is prepared by or on behalf of the
issuer of the investment fund or other vehicle. Including security within an index is not a recommendation by MarketVector to buy, sell, or
hold such security, nor is it considered investment advice.

All information shown prior to the index launch date is simulated performance data created from backtesting ("Simulated past
performance”). Simulated past performance is not actual but hypothetical performance based on the same or fundamentally the same
methodology that was in effect when the index was launched. Simulated past performance may materially differ from the actual
performance. Actual or simulated past performance is no guarantee for future results.

These materials have been prepared solely for informational purposes based upon information generally available to the public from
sources believed to be reliable. No content contained in these materials (including index data, ratings, credit-related analyses and data,
model, software, or other application or output therefrom) or any part thereof (Content) may be modified, reverse-engineered, reproduced
or distributed in any form by any means, or stored in a database or retrieval system, without the prior written permission of MarketVector.
The Content shall not be used for any unlawful or unauthorized purposes. MarketVector and its third-party data providers and licensors
(collectively “MarketVector Parties”) do not guarantee the accuracy, completeness, timeliness, or availability of the Content. MarketVector
Parties are not responsible for any errors or omissions, regardless of the cause, for the results obtained from the use of the Content. THE
CONTENT IS PROVIDED ON AN “AS [|S” BASIS. MARKETVECTOR PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS, OR DEFECTS, THAT THE CONTENT’S FUNCTIONING WILL BE
UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no event
shall MarketVector Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special, or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity
costs) in connection with any use of the Content even if advised of the possibility of such damages.
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