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Executive Summary
Trends in exports in 2015
2015 was one of the least favorable years for Israeli exports and the worst since
the global credit crunch. Total exports of goods and services shrank year-over-year
in 2015 by a dollar rate of 7% to $92 billion. Exports of goods (excluding exports to
the Palestinian Authority) fell by 9% in 2015 to $65.4 billion. Exports of goods
excluding diamonds fell by 7% y-o-y to $47 billion. Exports of services declined 3% in
2015 in contrast to the positive trend of the past few years.

Exports of goods
Diamond exports fell sharply by 23% in 2015 to $7.2 billion. Agricultural exports
shrank by 7.5% y-o-y to $46 billion.
Industrial exports fell
7.5%
y-o-y
and
totaled $46 billion. An
analysis of export
trends points to a
slight
recovery
in
pharmaceutical
exports and a sharp
increase in exports of
electronic
components. On the
other hand, chemical exports recorded a double-digit decline in dollar terms,
primarily due to the fall in global oil prices and the strike in Israel Chemicals plants in
the south of Israel. Industrial high-tech exports rose by an impressive 13% - owing
to the exports of dominant sectors: electronic components, pharmaceuticals and
aircrafts. The index of core high-tech exports (total industrial high-tech exports
excluding dominant sectors) fell 5% in 2015.

Exports by trading regions
In summary, in 2015 exports to the European Union fell by 12% in dollar terms,
mainly due to the Euro's depreciation vis-à-vis the dollar and the dive in oil prices
(and prices of energy in general), which affected the prices of chemical products.
Israeli exports to Asian countries rose by a double-digit figure of 15%, mainly due to
exports of electronic components, while exports to the US remained unchanged
3

from last year. For the first time, Asia has taken the place of the US and is ranked as
the second biggest destination for Israeli goods exports1.

Exports to leading destinations
Exports to the ten biggest export targets accounted for 60% of total exports. 2015
saw a decline in exports to 5 out of 10 major export destinations as compared to
2014 (exports to 4 countries declined and to one country remained unchanged). In
fact, among Israel's biggest 20 destinations, only exports to China and India rose
substantially in 2015.
Ranking first among Israel’s major target markets in the reviewed period is, as usual,
the US. Exports to the US remained unchanged from 2014 and were primarily
affected by the contraction in key industries – which was offset by the growth in
exports of pharmaceuticals, the main export industry to the US. A similar trend was
recorded in exports to the UK, the second-ranking export market and the biggest in
Europe, rose 2% y-o-y in dollar terms, owing to the rapid growth in pharmaceutical
exports, as compared to declines in other industrial exports.
China ranks third among export destinations and is Israel’s biggest export target in
Asia - 27% of Israeli goods exports to the continent are intended for the Chinese
market (32% including Hong Kong). Exports to China totaled $3.1 billion in 2015 –
rising 21% from 2014.

Israel's 10 leading export destinations in 2015

Source: Economic Unit, IEICI
Goods only excluding diamonds and excluding services
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Exports to Turkey fell by 40% in 2015 and totaled $1.7 billion only. The drop in
exports to Turkey was primarily due to the sharp decline in the dollar value of
exports of chemicals and oil distillates, following the drop in energy prices. However,
even the exclusion of energy prices points to a sharp 18% drop in the cumulative
exports of other sector, with declines almost across the board – indicating a
continued deterioration in the business activity of Israeli companies in Turkey, as
shown by a special report of our economic division, which analyzed trade and export
trends in the years since 2010.
In 2015, Israeli exports to India recorded a double-digit 21% increase Y-o-Y totaling
$1.3 billion – following the constitution of new government and the impressive
economic recovery, which led to considerable improvement in trade between the
countries.
Among major export destinations in 2015, exports increased to France (+2%) but
decreased to Spain (-26%), Italy (-23%) and the Netherlands (-14%).

Exports of services
In 2015, the positive trend of the past few years came to a halt, and for the first time
since the global credit crunch, Israeli exports of services declined. Total services
exports in 2015 fell 3% in dollar terms to $34 billion.
Exports of business services, which accounts for 72% of total services, totaled $24.9
billion – a 2% decline Y-o-Y. This decline resulted from a sharp decrease in exports of
R&D services, which fell 11%. On the other hand, exports of computer and software
services continued to grow in 2015, and rose 3% in 2015 to $10.5 billion –
accounting for more than 30% of total services exports. Exports of start-up
companies grew by 6% to a total of $530 million.
According to the estimates we published at the end of 2015, exports of tourism
services fell 6% to $5.4 billion. This industry has been struggling since Operation
Solid Rock, suffered from weak demand in 2015 and from the depreciation of both
the Euro and the Ruble vis-à-vis the shekel. Similar to the trend of the last few years
and the IEI's forecasts, exports of transportation services were negatively affected
by the general weakness in global trade, and overall in 2015 fell 5% to $4.2 billion.

The exchange rate
The strengthening of the US dollar – which accounts for 86% of export transactions –
continued in the first quarter of 2015; the dollar's average rate in 2015 was NIS 3.88
5

– 8.6% higher than its average in 2014. Despite this increase, against other
currencies, the dollar actually rose even further: the Japanese yen weakened against
the dollar by 13%, the Euro and the Turkish Lira fell by a sharp 16.5% and 19%,
respectively, the Brazilian Real fell by more than 28% and the Russian Ruble plunged
40% vis-à-vis the dollar.
During 2014, the shekel’s real exchange rate relative to the currency basket fell to a
13-year low. In the second half of 2014, the currency basket rose 8% to 99.25 points
(an 18-month peak), but in the first 7 months of 2015 it fell below 91 points and
slumped back to July 2014 lows. On annual average, the currency basket remained
unchanged compared to its historically low level in 2014.
USD vs. leading currencies
Changes in the US dollar exchange rates– annual average, 2015 vs. 2014

Concentration in Israeli exports
An analysis of updated data shows that
export structure in 2015 was highly
concentrated. The exports of the ten
biggest exporters currently account for
more than half of total exports, and
exceed the cumulative exports of the
remaining thousands.
In fact, most of the growth in exports
since 2008 derives from the growth
recorded by the 10 largest exporters,
while the cumulative exports of other
companies fell substantially between 2008
and 2015.
6

Exports in the first months of 2016
During December 2015 – February 2016, exports of goods excluding diamonds fell
4% Y-o-Y (December 2014 – February 2015) to $11.4 billion. Agricultural exports fell
21% Y-o-Y and diamond exports rose sharply by 46% (totaling $2.5 billion)2. Exports
of goods including diamonds increased 2% to $14 billion.

Pharmaceutical exports fell 11% Y-o-Y to $1.8 billion and chemical exports fell by a
similar rate of 12% to $1.9 billion. In contrast, exports of electronic components
rose 23% Y-o-Y to $1.5 billion. Exports of other industries fell 5% in dollar terms
(totaling $6.3 billion), despite a 61% increase in exports of aircrafts – excluding
aircrafts, the cumulative exports of other industries actually fell 12%.

Trends in the global economy in 2016
In 2016, the International Monetary Fund (IMF) anticipates an increase in global
trade following many years of stagnation. In the last few years (2013-2015), the
annual growth in global trade activity declined to 3.3% only, primarily due to the
sharp decline in the imports of developing countries; in 2016, however, the IMF
projects a 4.1% growth. The global influence on Israeli exports is shown by the IEI's
trade model, which weights – based on the projections of leading research institutes
– the change in weighted imports of Israel's main export targets. This weighted
average is a reliable estimate of the direction of Israeli exports in the near future.
This model clearly shows the sharp deceleration in the weighted imports of these
countries and, respectively, the stagnation in Israeli exports in the last few years,
especially in 2015. In 2016, the model points to a gradual recovery.

Traditionally, during these months diamond exports are highly volatile due to the transfer of Israeli
diamonds overseas to an international trade show.

2
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Weighted imports of 25 major export markets
% of change in real terms; imports of goods and services
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Israeli Exports in 2016
In our opinion, in 2016 Israeli exports are likely to show some improvement, due to
the continued depreciation in the shekel vis-à-vis the dollar and the expected
recovery in global trade.
However, the growth is expected to be moderate, at no more than 2%, significantly
below the average growth rates in the years prior to the global credit crunch.

Export Growth Forecast
Export of goods and services, exc. diamonds
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Developments and trends in Israeli exports
- Summary of 2015 -

Exports of Goods and Services
2015 was one of the toughest years for Israeli exports and the worst since the
global credit crunch. In contrast to the general trend in global trade – which slowed
in 2015 compared to previous years, but still grew by more than 2% - Israeli
exports will likely record a substantial decline in turnover, both in nominal and in
real terms. In fact, this is the first time since 2002, in which global trade has
increased and Israeli exports have declined.
According to final trade data, exports of goods and services contracted by 7% in
dollar terms Y-o-Y, and totaled $92 million. Exports of goods (excluding exports to
the Palestinian Authority) fell 9% in 2015, while exports of goods excluding diamonds
were down 7% Y-o-Y. Unlike the positive trend of the past few years, exports of
services in 2015 is expected to decline by 3% - mainly due to the decline in exports of
tourism and R7D services.

Exports of Goods 3
Exports of good: industry, diamonds and agriculture
In summary, during 2015 exports of goods fell 9% y-o-y in dollar terms, and totaled
$54.5 billion. Exports of goods excluding diamonds fell 7% to $47 billion. Exports of
diamonds plunged 23% to $7.2 billion (13% of total goods exports). Agricultural
exports fell 16% to $1.2 billion (2% of total goods exports). Industrial exports, which
accounts for 85% of total goods exports, declined 7.5% from 2014 and totaled $46
billion.

Industrial exports
In 2015, industrial exports shrank in dollar terms, as a result, among others, from a
16% decline in the Euro against the US dollar and the sharp drop in energy prices.
An analysis of export trends in dominant industries points to a slight recovery in
pharmaceutical exports and a sharp increase in exports of electronic components.

3

IEI’s estimates for the adjustment of foreign trade data to the balance of payments, excluding exports
to the Palestinian Authority.
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On the other hand, exports of chemicals recorded a double-digit decline in dollar
terms, primarily due to the drop in global oil prices and partly due to the strike in
Israel Chemical's plants in the south of Israel.
Exports of pharmaceuticals, a dominant industry in export growth, continued to
bounce back (after rising 3% in 2014) and rose 5% Y-o-Y in 2015 to $6.8 billion. 2014
ended with a 3% increase in pharmaceutical exports, following two consecutive
years of declines.
Exports of electronic components soared in 2015, totaling $6.2 billion, mainly owing
to increased production in Intel's Kiryat Gat plants. Chemical exports was, as stated,
influenced by the drop in energy prices in general, and oil prices in particular – the
average price of crude oil* was $53 per barrel, 46% below the average price in 2014.
The drop in energy prices caused a significant decline in the selling prices of
chemicals and oil distillates and a sharp nominal decline in chemical exports, which
fell 27% in 2015 to $8 billion.

Source: Economic Unit, IEICI

Industrial high-tech exports
In the past year, industrial high-tech exports rose by an impressive 13%, totaling
$23.7 billion, and currently accounts for more than half of industrial exports from
Israel (and 44% of total commodity exports including diamonds).
This increase is mainly attributable to the sharp increase in exports of electronic
components, which soared 35% in 2015. Accordingly, this sector's weight in total
exports of the high-tech industry rose to more than 26%. It should be noted that the
10

electronic components industry is influenced by the production and export activities
of Intel4.
In addition, pharmaceutical exports contributed to the positive trend in 2015 with a
5% increase. As a result, this industry's weight in total high tech exports rose to
approx. 30%. It should be noted that Teva's production, marketing and selling
activities have a significant impact on these exports, and it is almost an exclusive
player in this field. In 2015, aircraft exports rose sharply by 56% Y-o-Y to a record
high of $3.1 billion.
It should be noted that exports of electronic components, pharmaceuticals and
aircrafts are highly concentrated, with very few companies accounting for the bulk of
these exports. The other segments of the high tech industry – exports of medical
equipment and exports of electronic and optical instruments – are more
decentralized with a larger number of companies, none of which are dominant in
overall exports. For this reason, monitoring the exports of these segments provide
a reliable measure of the condition of the high tech industry in Israel.
This analysis paint a different picture, whereby the total exports of these segments
– the core industrial high tech index – fell by a worrisome 5% from $8 billion in
2014 to $7.6 billion in 2015. Exports of medical and surgical equipment declined
1.5% to $1.2 billion, and exports of electronic and optical instruments fell 5.5% to
$6.4 billion.
Industrial high tech exports and the core index of high tech exports, 2012-2015
Core index – high tech exports excluding components, pharmaceuticals and aircraft.

Source: Economic Unit, IEICI

In addition to chip production and exports, Intel has an extensive research and development activity,
which is estimated at $1 billion annually (and considered as exports of R&D services).

4

11

High tech exports, 2014-2015
Annual exports – in billions of USD
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Exports of other industries
Other industrial sectors saw an overall unfavorable trend, as total exports
excluding electronic components, pharmaceuticals and chemicals (the dominant
sectors) fell 9% in dollar terms to $22 billion – less than half of commodity exports
in 20155.

Exports of machinery and equipment which, among others, consist of printing,
robotics, irrigation and food machinery, fell 9% y-o-y and totaled $5.3 billion, exports
of rubber and plastics fell 8% to $1.9 billion, exports of electrical equipment which,
among others, consist of alternative energy, electric and electronic equipment and
systems, declined 4% to $1.2 billion, exports of food and beverages declined 11% to
$980 million, exports of textile and apparel declined 1% to $830 million, exports of
metals fell 21% to $550 million and exports of oil distillates fell 38% to $490 million.

48% of total exports of goods excluding diamonds

5
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Exports by industries
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Exports by regions
Analysis of exports of goods excl. diamonds by trading blocs - unadjusted

The development of exports by geographic regions is strongly linked to the
development of exports by industry. For example, the sharp nominal decline in
2015 in exports of chemicals and oil distillates (fell by 27% in 2015 Y-o-Y), due to
the fall in energy prices, has significantly affected Israeli exports, especially to the
EU, which is a major destination for the exports of chemicals and oil distillates. On
the other hand, the sharp increase in Israeli exports of electronic components (35%
in 2015) has resulted in a double-digit growth in exports to Asia.

The European Union
In 2015 commodity exports to EU countries fell by 12% y-o-y to $13.5 billion – 295
of total exports. The decline in exports to EU countries is mainly attributable to two
factors: a sharp depreciation in the Euro vis-à-vis the dollar and the dive in oil (and
energy) prices. The Euro declined by 16% on average against the dollar, as compared
to 2014, which significantly affected exports in dollar values.
In addition, the sharp fluctuations in the price of global oil, which fell 46% on average
year-over-year, and led to a sharp decline, in dollar terms, in the selling prices of
chemical products. Accordingly, in 2015 the large chemicals companies reported a
sharp decline in revenue but an increase in profit. Exports of chemicals and oil
distillates has a significantly impact on exports to the EU, and accounts for one
quarter f total commodities exported to this region.
In our opinion, excluding these two exceptional factors, exports to the EU remained
stable compared to 2014.
Exports to Britain, Israel’s main export market in Europe and its second biggest
market in the world, rose by 2% y-o-y, mainly owing to the sharp increase in
pharmaceutical exports, as did exports to France (+2%). In contrast, and in line with
the general trend in exports to the EU, there was an overall declines in exports to
The Netherlands (-14%), Germany (-16%), Italy (-23%) and Spain (-26%).

The US
In 2015, exports to the US remained unchanged from last year. In line with the
general trend in 2015, exports were negatively impacted by the decline in the prices
of chemicals and oil distillates; on the other hand, there was a sharp increase in
14

electronic components and pharmaceuticals. Total exports to the US amounted to
$11 billion, 24% of total Israeli exports.

Asia
In 2015, Israeli exports to Asia recorded a double-digit 15% growth. The increase in
exports to the continent is almost entirely attributable to a sharp increase in exports
to Vietnam (electronic components); excluding exports to Vietnam, exports to Asia
rose by 4% nevertheless. Exports to Asia maintained a positive momentum with a
sharp 21% increase (mostly owing to electronic components) and the impressive
recovery in exports to India (rose 21%) also contributed to the growth in exports to
Asia. On the other hand, declines were recorded in exports to Japan (-2%), Hong
Kong (-5%) and South Korea (-8%).
Exports to Asian countries amounted to $11.5 billion, 25% of total exports 6 – for
the first time Asia took US's place as the second biggest destination for Israeli
commodity exports7.

Latin America
Exports to Latin American countries fell sharply by 25% and totaled $1.9 billion (4%
of total exports). In line with the negative trend in 2014, exports to Latin America in
2015 were adversely affected by the contraction in sales to Brazil (down 20%) – the
strongest economy in Latin America and Israel’s main export market in the region,
which has been in a continued state of crisis, while the sharp depreciation in its
currency has pushed up the prices of imported products and lowered domestic
demand. Exports to Mexico fell by 7%, which also contributed to the negative trend
in exports to the region.

Africa
Exports to Africa fell by 23% in 2014, further to a 4% decline in each of the years
2013-2014 and 16% in 2012. Total exports to Africa in 2015 decreased to $1 billion,
accounting for 2% of total exports.

Excluding diamonds
It should be noted that these are exports of commodities only. If we include services exports, US
there is a significant increase in US weight in total Israeli exports.

6
7

15

Exports in 2015 by trading regions
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Developments in Israel's key export destinations
Ranking of export markets and details by sectors: exports of goods excluding diamonds

Exports to the ten biggest export destinations accounted for 60% of total exports.
2014 saw a decrease in exports to 5 out of 10 major export destinations as
compared to 2014 (exports increased to 4 countries and remained unchanged to
one country). Among the 20 key destinations, which account for 72% of total
exports, 15 recorded a decrease in Israeli exports (4 recorded an increase and 1
remained unchanged). In fact, among Israel's 20 key destinations, only exports to
China and India rose substantially in 2015.
Significant changes in major export industries (mainly exports of pharmaceuticals
and exports of chemicals and oil distillates), had a clear impact on the rating of
Israel’s export markets in 2015. For example, the sharp decrease in dollar terms, in
exports of chemicals and oil distillates, among others due to the drop in global oil
prices, caused a sharp decrease in exports to Turkey, Italy and Spain – where this
sector is a major component of total exports. On the other hand, the sharp increase
in exports of electronic components in 2015, resulted in a double-digit growth in
exports to China.

Israel’s 10 leading export markets, 2015
Exports of goods excluding diamonds, in billions of USD % of change year-over-year
Excluding exports to the Palestinian Authority, Malaysia and Vietnam8
Country

Exports
2015 ($ B)

% change

2015
Ranking

2014
Ranking

Change

USA
Britain
China
Netherlands
Turkey
France

11.2
3.7
3.1
2.1
1.7
1.4

0%
2%
21%
-14%
-39%
2%

1
2
3
4
5
6

1
2
4
5
3
7

(-)
(-)
+1
-1
-2
+1

Germany
India
Italy
Spain

1.4

-16%

7

6

-1

1.3

21%

8

9

+1

0.8

-23%

9

11

+2

0.8

-26%

10

10

(-)

(* Exports to China including Hong Kong = $3.7 billion in 2015)

8

The 10 export destinations did not include Malaysia and Vietnam, which critically affected by a
single industry (exports of components to the above account for more than 90% of total exports.
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Israel’s 10 leading export markets, 2015

Source: Economic Unit, IEICI

The weight of countries in exports, 2015
Out of total exports of goods, excluding diamonds
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The United States
Exports of goods to the US, Israel’s biggest and most important export market,
remained unchanged in 2015 y-o-y, totaling $11 billion. The growth in
pharmaceuticals, the main industrial exports to the US, offset the declines in the
majority of other industries. On the other hand, exports of chemicals and minerals
plunged 15%, following fluctuations in global prices. Exports of other industries (excl.
pharmaceuticals, components and minerals) declined by 1.5% Y-o-Y.

Following years of steady decline in pharmaceutical shipments to the US, these
exports rose 12% in 2015 (totaling $3.2 billion, 28% of total exports) – for the first
time since 2010. In the past few years there was a steady decrease in industrial
exports, which fell from $4.5 billion in 2010 to $2.8 billion in 2014. Overall, between
2010 and 2014, pharmaceutical exports fell sharply by 38% - an average annual
decline of 11%9. The contraction in such a major component of Israeli exports to the
US obviously affected the bottom line and indeed, between 2010 and 2014 Israeli
exports to the US saw a downward trend. During the period exports to the US fell by
a cumulative 6% - an average 2% decline annually.

The impact of pharmaceutical exports on exports to the US, 2010-2015
Exports of goods excluding diamonds in billions of USD
Total export to U.S (left column)
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Export of pharmaceuticals (right column)
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Source: Economic Unit, IEICI
9

CAGR
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At the same time, an analysis of exports excluding pharmaceuticals points to a
consistent growth in exports of goods to the US in 2010 to 2014. Despite a decline
year-over-year (mainly due to the sharp volatility in prices), total exports in 2015
were still higher compared to each of the years 2010-2013.

Development of exports to the US, excluding pharmaceuticals, 2010-2015
Exports of goods excluding diamonds in billions of USD
Total export to U.S - Exc. Pharmaceuticals
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Source: Economic Unit, IEICI

Note that pharmaceuticals are dominant in total exports to the US (and in Israeli
exports in general), and highly volatile from one quarter to the next. These exports
are highly affected by Teva's production and export activity.
Exports of other industries to the US point to a mixed trend. Among the major
export industries, there was a decrease in exports of chemicals and oil distillates
(down 13% to $1.2 billion), exports of machinery and equipment, which among
others, includes printing, robotics, irrigation and food machinery (down 4% to $750
million), exports of medical-scientific equipment (down 1% to $560 million), exports
of metals (down 2% to $485 million), exports of telecommunication equipment
(down 6% to $450 million), exports of measuring, control and navigation
instruments which, among others, includes processing and testing equipment and
systems for the semiconductors industry (down 22% to $415 million),

20

exports of textile and apparels (down 5% to $335 million), exports of engines and
electrical equipment which, among others, includes alternative energy, electronic
and electrical equipment and systems (down 9% to $325 million), exports of
industrial control, optical and photographic equipment (down 25% to $280 million).
In contrast to the general trend, exports of electronic components rose 50% to $875
million, exports of rubber and plastic products rose 13% to $475 million and exports
of office machinery and computer systems rose 18% to $385 million.

United Kingdom
Israeli exports to the UK continued to increase in 2015, in line with the positive
trend in exports in the last few years. Exports to the British Isles, Israel’s biggest
destination in Europe and ranking second globally, rose 2% in dollar terms and
totaled $3.7 billion in 2015.
This increase is mostly attributed to the growth in exports of pharmaceuticals – the
biggest component in total exports to the UK. In fact, the majority of industries
recorded significant declines in 2015, as total exports excluding pharmaceuticals fell
by 15% from 2014. However, the depreciation in the pound sterling against the
dollar (fell 7% Y-o-Y) accounts for part of the decrease in revenue from exports,
which are denominated in dollars.
Like the situation in the US, exports to the UK are highly affected by the dominance
of the pharmaceutical industry, which is mostly attributed to Teva’s operations in the
UK, a major target market for the company. The sharp increase in pharmaceutical
exports to the country is the main factor that established Britain’s position as Israel’s
second export market globally and its biggest export destination among European
countries. Between 2010 and 2015, exports of pharmaceuticals to the UK soared
190%, an average annual growth of 24%10. Total exports excluding pharmaceuticals
grew by a more moderate pace: a cumulative growth of 8% in the years 2010-2015
and 2% annually.
In 2015, the trend of growth in pharmaceutical exports continued: total exports of
pharmaceuticals to the UK grew by 12% in dollar terms to a record $2.5 billion, 68%
of total exports to the country (!).

10
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Trends in exports to the UK
Exports of goods excluding diamonds in billions of USD (2010-2015)
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Exports to the UK by other industries declined overall: exports of chemicals and oil
distillates fell 8% to $310 million, exports of rubber and plastics fell 17% to $100
million, exports of aircrafts decreased by 35% to $75 million, exports of metals
decreased by 20% to $75 million and exports of telecommunication equipment
declined by 6% to $65 million.

China
In 2015 Israeli exports to China totaled $3.1 billion – up 21% from export levels in
2014. Exports to China had two conflicting effects – on the one hand, a sharp
increase in electronic component exports and on the other, a sharp decline in
chemical exports – net of these two influences, Israeli exports to China increased by
a moderate 1.5%.
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The dominant sector exporting to China in the last few years is electronic
components, which is largely dominated by Intel. Exports of components in 2015
soared by 53% y-o-y to $1.6 billion – accounting for more than half of Israeli exports
to China (52% of total exports to China. Bear in mind that global Intel holds
assembly and testing facilities in several locations in Asia (mainly China, Vietnam and
Malaysia) where the chips manufactured in the company’s plants in Israel are sent.
Changes in the exports of components result from Intel’s business considerations
and decisions regarding the allocation of exports among target markets, and do not
necessarily point to changes in local demand.

Increasing centralism in exports to China,
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Export of chemicals, one of the biggest industrial exports to China, fell by 20% in
dollar terms Y-o-Y to $180 million (6% of exports compared to 10% on average in the
last few years). Sharp and unusual fluctuations in global energy prices had an
adverse impact on chemical exports to China during the reported period.
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In the first three quarters of 2015 export of minerals fell steeply by 37% Y-o-Y –
mainly due to the strike in ICL's plants in the south of Israel. However, once the strike
ended and the plant resumed production at an accelerated pace, in order to make
up for the delayed supply of minerals, exports recovered dramatically in the fourth
quarter of 2015 and overall rose by 10% to $350 million. In the first quarter of 2016
and perhaps even in the second quarter, mineral exports are expected to decline as
new agreements with the large importers have been delayed.

Trends in exports to China;
Dominant sectors and other,
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Exports of scientific-medical equipment to China – the fastest growing industrial
exports, continued its growth momentum and is currently the third biggest sector,
accounting for 8% of total exports. During 2015 exports of scientific-medical
equipment increased by 14% to $260 million, while in 2011-2015 these exports grew
by a cumulative 160% and by an average annual rate of 27%.
Other exports that recorded an increase were: exports of industrial equipment for
control, optical equipment and photographic instruments (rose 15% to $130
million), exports of office machinery and computer systems (rose 10% to $37
million), exports of engines and electrical equipment (rose 13% to $35 million) and
exports of industrial equipment for control, optical equipment and photographic
instrument (rose 18% to $27 million).
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Exports that recorded a decrease were: machinery and equipment (fell 26% to $170
million), exports of metals (declined by 1% to $67 million), exports of
telecommunication equipment (fell 19% to $72 million), exports of food and
beverages (declined by 7% to $36 million) and exports of rubber and plastic
products (fell by 6% to $31 million).

Main export industries to China;
Excluding electronic components
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The Netherlands
According to exports data for 2015, the Netherlands is ranked fourth among
Israel’s export markets. Total exports to the Netherlands in 2015 came to $2.1
billion, down 14% from 2014, in dollar terms. Like other EU countries, exports to the
Netherlands were impacted by the sharp depreciation in the Euro vis-à-vis the dollar
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– which accounts for most of the decline in dollar-denominated income from export
shipments.
As a result, a decrease was recorded in Israel's key exports to the Netherlands:
Exports of pharmaceuticals, a fast-growing export industry in the last few years, fell
16% in 2015 to $517 million (24% of total exports to the country), exports of
chemicals and oil distillates declined 9% to $505 million (24% of total exports) and
exports of machinery and equipment fell 17% to $375 million (17% of total exports).
Other exports to the Netherlands also recorded steep declines: agricultural exports
fell 27% to $135 million, exports of telecommunication equipment fell 14% to $74
million, exports of medical-scientific equipment fell 21% to $72 million, exports of
food and beverages declined 12% to $72 million, exports of rubber and plastics
declined 23% to $58 million, exports of office machinery and computer systems
declined 8% to $55 million, exports of minerals decreased 6% to $47 million. On the
other hand, there was an increase in exports of industrial equipment for control,
optical equipment and photographic instrument increased 7% to $50 million, and
exports of textile and apparels leaped 125% to $45 million.
It should be noted that many Israeli companies have parent companies, subsidiaries
or affiliates in the Netherlands, and the country constitutes a gateway for Israeli
companies to other European countries as well as to certain countries outside
Europe.

Turkey
In 2015, exports to Turkey recorded a steep decline of 40% to a total of $1.7 billion
only. The decrease in export shipments to Turkey is almost entirely attributed to
the sharp decrease in exports of chemicals and oil distillates (down 43% to $1.25
billion), the main export industry which accounts for 75% of total income from
exports.
As emphasized in this review, the steep declines in global energy prices caused the
prices of oil, chemicals and global commodities in general to drop. It should also be
noted that exports of chemicals and oil distillates to Turkey is not necessarily
intended for the local market and in many cases Turkey serves as a passageway for
some of the commodity shipments.

Export to Turkey is highly concentrated and in the last few years has been affected
by changes in the main export industry - chemicals and oil distillates. In 2014, these
exports rose to a record $2.2 billion: almost three times the volume at the end of
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2010, reflecting a staggering growth rate of 30% per annum. In fact, the entire
growth in Israeli exports to Turkey during the aforesaid period stems from exports
of chemicals and oil distillates. Excluding chemicals and oil distillates, the picture
changes: between 2010 and 2014 exports to Turkey decreased by 8% across the
board (mainly in defense-related sectors). Bottom line, exports to Turkey have
been stagnant for a long period of time.
In this respect, 2015 is similar to prior years – excluding the steep decline in exports
of chemicals and oil distillates, the cumulative exports of other sectors fell by 18%,
with declines almost across the board – indicating a continued deterioration in the
business activity of Israeli companies in Turkey, as shown by a special report of our
economic division.

Export to Turkey;
Excluding Chemicals & Oil refineries
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In 2015, there was a decline in exports of metals dropped 38% to $66 million,
exports of engines and electrical equipment fell 30% to $65 million, exports of
pharmaceuticals declined 13% to $32 million, exports of paper and printing
products dropped 40% to $22 million, exports of textile and apparels fell 33% to $20
million and agricultural exports dropped 21% to $18 million. On the other hand,
exports of minerals rose 10% to $45 million, exports of machinery and equipment
increased 8 % to $44 million and exports of plastic and rubber products rose 18% to
$24 million.
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Noteworthy is the rapid depreciation in the Turkish Lira vis-à-vis the dollar, which
contributed to the negative sentiment and waning demand for commodities.

France
Exports to France in 2015 grew by 2% Y-o-Y, totaling $1.4 billion. The increase in
export shipments is mostly attributable to the sharp increase in exports of aircrafts
(which soared 280% to $285 million), in our opinion, due to the completion of a
defense-related transaction. Excluding aircraft exports, exports to France fell 13%
in dollar terms, in line with the general trend in exports to EU countries.
Israeli primarily exports advanced metal products, chemicals and agricultural
produce to France, which together account for half of exports to the country. Exports
of metals fell 16% to $275 million, exports of chemicals fell by a similar rate as in
2014 and totaled $178 million and exports of agricultural produce fell 13% to $136
million.
Declines were also recorded in exports of rubber and plastics (down 14% to $90
million), exports of machinery and equipment (down 10% to $80 million), exports of
food and beverages (down 29% to $60 million) and exports of telecommunication
equipment (down 26% to $49 million).

Germany
Germany is the 7th biggest target market for Israeli exports in the world and the
fourth in Europe. Exports to Germany are highly diverse, without one dominant
sector or company that distinctively affect exports to the country. In 2015, exports
to Germany declined by 16% in dollar terms, totaling $1.4 billion.
Declines were recorded for most exports industries, primarily due to the Euro's
depreciation: Exports of machinery and equipment fell 18% to $225 million, exports
of chemicals and oil distillates fell 30% to $160 million, exports of rubber and plastic
products declined 11% to $140 million, exports of metals declined 14% to $115
million, exports of electronic components declined 6% to $100 million, exports of
medical-scientific equipment fell 14% to $90 million), exports of pharmaceuticals
dropped 40% to $65 million, exports of telecommunication equipment fell 32% to
$60 million, exports of measurement, control and navigation instruments fell 21%
to $50 million and exports of agricultural produce declined 8% to $50 million.
On the other hand, increases were recorded for exports of engines and electrical
equipment which rose 7% to $75 million.
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India
Against the backdrop of a severe downturn in the Indian economy in the last few
years, we saw a continued trend of contraction in India’s demand for Israeli goods.
However, the impressive economic upturn and the establishment of the new
government pushed up the trade between the countries, as reflected in a sharp
growth in export shipments. In 2015, exports to India rose 21% Y-o-Y to $1.3
billion.
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The improvement in exports to India was particularly evidenced in the defenserelated export industries: exports of telecommunication equipment rose 35% to
$245 million, exports of metal products soared 285% to $210 million, exports of
industrial equipment for control, optical equipment and photographic instruments,
rose 170% to $130 million and exports of control, measurement and navigation
instruments which increased 220% to $90 million. An increase was also recorded in
exports of electronic equipment (up 190% to $18 million) and exports of
transportation vehicles (up 440% to $8 million). On the other hand, exports of
aircrafts declined 77% to $25 million. Total exports of defense-related industries
soared 70% year-over-year to $720 million – 55% of total exports to India compared
to 39% in 2014.
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A mixed trend was recorded by other export industries: exports of chemicals fell 30%
to $160 million; exports of chemicals, despite the negative developments during
2015, remained virtually unchanged from 2014 and totaled $158 million, exports of
machinery and equipment fell 14% to $90 million, exports of medical-scientific
equipment rose 27% to $32 million, exports of pharmaceuticals rose 67% to $28
million, exports of rubber and plastic products rose 44% to $23 million, exports of
engines and electrical equipment fell 29% to $22 million, exports of electronic
components fell 14% to the same level as in 2014 and exports of office machinery
and computer systems rose 77% to $21 million.

Spain
In 2015, Israeli exports to Spain dropped 26% y-o-y, totaling about $765 million. In
line with export trends, during 2015 exports were significantly affected by the
sharp fluctuations in the main export industry: chemicals and oil distillates, which
accounts about half of exports to Spain.
In 2015, exports of chemicals and oil distillates contracted by 40% y-o-y to $340
million. Excluding this industry, export shipments to Spain fell 11% from 2014.
Accordingly, almost all export industries recorded declines in 2015: exports of
industrial control equipment fell 13% to $103 million, exports of rubber and plastic
products fell 11% to $40 million, exports of agricultural produce declined 16% to a
similar amount, exports of minerals fell 28% to $20 million, exports of metal
products declined 15% to $19 million and exports of medical-scientific equipment
declined 2% to $17 million.
In contrast to the general trend, exports of machinery and equipment rose 5% to
$90 million and exports of paper and printing products soared 300% to $16 million.

Italy
Israeli exports to Italy in 2015 totaled $790 million, a sharp 23% decline from 2014.
Exports to Italy were strongly affected by fluctuations in the exports of chemicals
and oil distillates, a key exporting industry to Italy which accounts for half of total
exports to Italy, and fell by 31% in dollar terms y-o-y (totaling $355 million). Apart
from this industry, exports to Italy saw a downward trend, almost across the board:
exports of machinery and equipment declined 7% to $67 million, exports of rubber
and plastic products declined 11% to $65 million, exports of metal products fell 25%
to $32 million, exports of industrial equipment for control, optical equipment and
30

photographic instruments declined 13% to $26 million, exports of minerals declined
12% to $25 million, exports of telecommunication equipment fell 42% to $21 million
and exports of food and beverages decreased 30% to $20 million).

Israel's 20 major export markets in 2015
Israel's export destinations ranking 11 to 20 include Brazil, the exports to which fell
20% in 2015, mainly (but not only) because of the sharp decline in the major export
industries, chemicals and minerals, which account for 60% of total commodity
exports to the country. Chemical exports declined 8% in 2015 Y-o-Y and mineral
exports fell 40% in dollar terms. Excluding these industries, exports to Brazil overall
declined 21%, in line with the downward trend since 2012.
Another country in a state of crisis is Russia, which is an important export market for
Israel. Total exports to Russia in 2015 fell 32% in dollar terms, mainly due to the
economic recession and the sharp depreciation in the Ruble, which impacted
demand for goods and services in the Russian market. Agricultural produce, which
accounts for 35% of total exports to Russia, took the biggest hit and fell 23% from
2014.
Other major export markets include Japan, South Korea and Taiwan. Exports to
these countries rely heavily on demand by the highly-developed electronic industry,
and primarily consist of exports of testing and processing equipment and systems for
the electronic components industry11. Exports to these markets maintained relative
stability. Excluding the decline in chemical prices, sales to these countries slightly
increased: export shipments to Taiwan and Japan declined by 1% and 2%,
respectively, and net of chemicals exports to Japan remained unchanged from last
year and exports to Taiwan rose slightly by 1%.
Exports to South Korea fell 8% from 2014, mainly due to the sharp decline in metal
exports in 2015, following an unusual transaction in 2014. Excluding metals, exports
to South Korea remained stable, and excluding chemicals, exports to the country
rose by 6% with increases recorded in almost all the high-tech industries (testing and
control equipment and systems, telecom, electronic components and medical
equipment).
Other important markets for Israeli commodities were: Belgium – to which exports
fell 7% in 2015 as part of the downward trend in Euro countries, Canada – to which
exports declined 5%, mainly due to the decrease in pharmaceutical shipments by
11

Electronic components are part of the semiconductor industry, and affected by the changing demand
for semiconductors. Many companies engage in the development, production and marketing of
control and processing equipment and systems for the global semiconductor industry.
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21% Y-o-Y in dollar terms and Hong Kong – to which exports declined 5%, mainly due
to a 62% decrease in chemical exports. Excluding this decline, exports to Hong Kong
remained stable Y-o-Y with an increase in exports of electronic components,
telecommunication equipment, testing and processing equipment and systems,
office machinery and computer systems and medical-scientific equipment. Declines
were also recorded in exports of machinery and equipment, jewelry, engines and
electric equipment and metal products.
The rating of Israel's main export markets did not include Malaysia and Indonesia
although officially, these countries are eligible for the "10 major export
destinations" list. The reason is that exports to these countries mainly consist of
one export industry - excluding which exports amount of insignificant amounts.
Exports to Vietnam, for example, totaled $1.8 billion in 2015, of which $1.6 billion
was electronic components (93% of total exports). Excluding electronic components,
exports to Vietnam totaled $130 million only. Exports to Malaysia totaled $1.4 billion
– consisting entirely of electronic components, excluding which there is virtually no
trade between the countries.
It should be noted that global Intel holds assembly and testing facilities in China,
Vietnam, Malaysia and Costa Rica where the chips manufactured in the company’s
production plants in Israel are sent. Changes in the exports of components result
from Intel’s business considerations and decisions regarding the allocation of exports
among target markets, and do not necessarily point to changes in local demand.
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Exports to leading markets by industry, 2015
Exports of goods excluding diamonds, billions of USD
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The following chart presents Israel’s main export markets by industry, highlighting
the impact of dominant export industries on leading markets. For example,
pharmaceutical exports had a crucial weight in exports to the US and the UK,
exports to Turkey, Italy and Spain are highly concentrated, due to the critical
importance of chemicals and oil distillates and electronic components is crucial in
exports to China and Malaysia. On the other hand, exports to Germany and France
are highly diverse.

Exports of Services
The balance-of-payment data with respect to services exports point to a worrisome
downturn: in 2015 the relatively rapid growth of the services industry over the last
few years, on the back of the continued stagnation in goods exports, was the main
driver of growth in Israeli exports, or at least prevented contraction in overall
exports. However, 2015 saw a deterioration in Israeli export for the first time since
the global credit crunch.
In 2015 exports of services declined 3% to a total of $34.5 billion. Exports of
business services, which account for more than 72% of total services exports and,
among others, includes high-tech services (R&D services, computer and software
services, etc.) decreased 2% Y-o-Y to $24.9 billion. This decrease is mainly
attributable to a sharp decline in exports of R&D services12, which fell 11% (to $3.8
billion) – excluding R&D services, total exports of business services remained
unchanged from 2014.
In line with the trend in previous years and despite the overall downward
direction, in 2015 exports of computer and software services continued to grow.
These exports, among others, include software development services (including
software R&D centers in Israel), outsourcing and IT services, rose 3% in 2015 to $10.5
billion, and accounts for more than 30% of total services exports. Exports of startup companies grew 6% to $530 million13.
Other segments of business services exports (2015 versus 2014) recorded a mixed
trend: exports of professional services maintained stability at $3.1 billion. Exports of
services to industrial sectors rose 3% to $2.2 billion, exports of wholesale
commerce fell 8% to $1.4 billion. Exports of banking and financial services grew
2.5% to $670 million and exports of communication services fell 5% to $550 million.
Consistently with the estimates we published at the end of 2015, exports of tourism
services fell 6%, totaling $5.4 billion. Since operation Solid Rock, Israeli tourism has
suffered from weak demand and the depreciation of both the Euro and the Ruble
vis-à-vis the shekel, which significantly hurt incoming tourism from Russia and the
EU. Similar to the past few years, export of transportation services was affected by
the overall weakness in global trade and in 2015 fell 5% to $4.2 billion.
Including scientific-research services only, consisting of technological incubators and start-up
companies, and excluding software R&D centers.
It is noted that exports of start-up companies are calculated by the CBS, and are considered as
exports when the sale of the Israeli start-up to a foreign buyer involves the overseas transfer of the
product/intellectual property (asset), which was developed by the acquired company. In these
cases, the transaction, or a part thereof, is recorded as export of services.

12

13
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Exchange Rate
Changes in the shekel’s exchange rate

The changes in foreign currency exchange rate, especially the dollar vis-à-vis the
shekel, have a direct and significant impact on Israeli companies' income from
export shipments. According to the Central bureau of Statistics, 86% of export
transactions are made in US dollars, 11% in Euro and 3% in other currencies.

Shekel-dollar
The dollar's appreciation against the shekel, which began in the third quarter of 2014
continued in the first quarter of 2015. The dollar's rate which hit a 3-year low in
August 2014, trading at NIS 3.40/dollar, changed direction and crossed the NIS 4.00
threshold - a record level last seen in September 2012. In 2015, the dollar's average
rate was NIS 3.88 – 8.6% higher than its average rate in 2014.
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The dollar's appreciation was a global trend, against virtually all the leading
currencies, due to the fall in oil prices and the historic interest hike by the US Federal
Bank. In addition, the low interest rate environment, the continued economic
downturn, the rising geo-political tension and the deterioration in the security
situation, also contributed to the strengthening of the US dollar vis-à-vis the shekel.

Shekel-Euro
In line with the Euro's 16% decline against the dollar in 2014 and the more moderate
increase in the dollar's rate against the shekel, in 2015, the shekel's average rate
rose against the Euro. The Euro-shekel average exchange rate at the end of 2015
was NIS 4.31 compared to NIS 4.75 in 2014 – down 9.2% Y-o-Y to its lowest level in
13 years.
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Shekel-Currency Basket
For a more accurate measurement of the development in exchange rates, the Bank
of Israel measures the real-effective exchange rate of the currency basket, which is
composed of the shekel’s exchange rate against the currencies of Israel’s 28 main
trading partners, net of the effect of inflation differences vis-a-vis each country.
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In 2015, the shekel’s real exchange rate relative to the currency basket fell to a 13year low. Although in the second half of 2014 the currency basket rose 8% to 99.25
points (an 18-month record), in the first 7 months of 2015, it fell below 91 points
back to its level in July 2014. Overall in 2015, the currency basket's exchange rate
remained unchanged compared to its record-low annual average in 2014.

Currency basket – real/effective: 2005-2015:
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Source of data: Bank of Israel; analysis and processing: IEICI

The effects of the exchange rate and the dollar's global increase
The negative trend in exports stems, among others, from low global demand, due to
the global economic weakness in 2015 and the sharp drop in commodity prices. The
low demand and global trade weakness also led to a sharp depreciation in
numerous currencies vis-à-vis the dollar in 2015 – raising the price of imports
(including imports from Israel) by many countries. During 2015, the dollar rose by an
average 8% against the shekel; however, against other currencies it rose even
further: the Japanese yen fell 13%, the Euro and the Turkish Lira fell steeply by
16.5% and 19%, respectively, the Brazilian real fell by more than 28% and the
Russian Ruble plummeted by 40% against the dollar.
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USD vs. World leading currencies
Changes in the dollar exchange rates– annual average, 2015 vs. 2014
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Export Concentration in Israel
The export concentration report of the IEI’s Economic Department is continually
monitoring the development and trends of Israeli exports in the last few years14
based on the export data of Israeli exporters. The analysis calculates the cumulative
data for all the companies owned by the controlling company, thereby measuring
the exports of the controlling company and associated companies. This report has
previously shown findings regarding the growing concentration in Israeli exports,
the rising dependence of exports (and the economy) on a small number of giant
corporations, and the difficulty facing small and medium exporters in increasing
their sales to overseas markets over the last few years. However, we should also
note the importance and major contribution of large exporters to the rise in Israeli
exports, employment and economic growth.
An analysis of data for 2015 shows that the trend of export concentration
continued - exports of the ten biggest exporters in Israel account for more than
half of total exports15, and exceeds the cumulative overseas sales of other
thousands of exporters.
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14

All the data in this analysis are based on exports of goods excluding diamonds, in dollar terms
15
Goods excluding diamonds
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As shown by the chart, the analysis, covering 200716 to 2015 points to a steady
increase in the weight of the exports of dominant firms: for example, in 2007 their
weight of total exports was 36% “only”; in 2008 it rose to 42%; in 2009, the global
crisis year, the dominance of the 10 biggest corporations (which were hurt less by
the repercussions of the crisis) continued and their exports in that year climbed to
more than 43% of total exports; the rapid recovery in exports in 2010-2011 saw a
sharp increase in the weight of these companies, to 48% of total exports. In 20122014, despite the slowing growth in exports, the large corporations increased their
share of the export pie, capturing half of total exports. In 2015, the trend
continued and the cumulative weight of the 10 biggest exporters rose to 51.3%.

The weight of 10 biggest exporters
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In 2015 the exports of the 10 biggest exporters (G10) totaled $23.6 billion, down 2%
from 2014 in dollar terms. Aggregate exports of all the other exporters fell by a
steeper rate of 8% totaling $22.4 billion.

16

The base year of the analysis
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In fact, the entire growth in exports since 2008 is mainly attributable to the
increase in the export shipments of the G-10, while the aggregate exports of all
other exporters decreased substantially. Despite the slowdown recorded in 20112014, and the further deterioration in 2015, the exports of the 10 biggest
corporations between 2012 and 2015 rose by 8% and by 35% compared to 2008. In
contrast, the exports of other firms fell by 5% since 2012 and by 7% since 2008.
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Forecast for 2016
In 2016 the IMF expects the growth in global trade to accelerate, after years of
stagnation. In the past few years (2013-2015) the growth in global trade activity fell
to an annual rate of 3.3% only, primarily due to the decrease in imports by
developing countries; however, in 2016, the IMF projects recovery and a 4% growth
rate.
Imports by developed countries, representing the target of more than 60% of Israeli
exports, continued the impressive growth trend of the past few years and grew 4% in
2015; this trend is expected to persist in 2016 with a further improvement to a 4.2%
growth.
Imports of developing markets have been on a downward trend since 2012, reaching
a 1.3% growth only (compared to 3.6% and 5.5% in 2014 and 2015, respectively).
However, projections for 2016 are more optimistic and anticipate a 4.4% growth in
imports by developing countries, which account for more than one third of Israeli
exports.
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The global influence on Israeli exports is shown by the IEI's trade model, which
weights – based on the projections of leading research institutes – the change in
weighted imports of Israel's main export targets. This weighted average is a
reliable estimate of the direction of Israeli exports in the near future. This model
clearly shows the sharp deceleration in the weighted imports of these countries
and, respectively, the stagnation in Israeli exports over the past few years,
especially in 2015. In 2016, the model points to a gradual recovery.
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Israeli Exports in 2016
In our opinion, in 2016 Israeli exports are likely to show some improvement, due to
the continued depreciation in the shekel vis-à-vis the dollar and the expected
recovery in global trade.
However, the growth is expected to be moderate, at no more than 2%, significantly
below the average growth rates in the years prior to the global credit crunch.
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Export Growth Forecast
Export of goods and services, exc. diamonds
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For further information please contact:
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