
CONTENTS

Page

Letter to the Government and the Finance Committee of the Knesset . iii

PART ONE

DEVELOPMENT OF THE ECONOMY

CHAPTER I MAIN ECONOMIC DEVELOPMENTS 3

chapter II Resources, uses, and income 17
1. Main Developments 17
2. Use of Resources 26
3. Resources 31
4. Gross National Product and Productivity . . . 31
5. Income 36
6. National Saving . .. . . .. . . . . 45

CHAPTER III THE BALANCE OF PAYMENTS ­ GENERAL SURVEY . . 47
1 . Financing the Deifcit 47
2. The Current Account... . 49
3. The Capital Account 55

chapter IV Balance of payments current account . . . . 61
1. Main Developments 61

2. World Commodity Prices 70
3. Commodity Imports 77
4. Commodity Exports 88
5. Exports and Imports of Services 114

chapter V Capital imports and the foreign debt 121
1. Main Developments 121

2. Background to the Capital Import Developments 1 24
3. Unilateral Transfers 128
4. Foreign Investment in Israel 131
5. Foreign Loans 134
6. Foreign Exchange Reserves 138
7. Foreign Currency Debt 142

CONTENTS V



Page

CHAPTER VI ISRAEL AND THE WORLD ECONOMY 147
1. Main Developments 147
2. Impact on Israel 147
3. Outstanding International Developments . . . 150
4. Fundamental Factors in the Decline . . . . 151
5. Monetary Policy and the Recession 154
6. Dollar and DM Monetary Policies 156
7. Commodity Prices and Israeli Terms of Trade . 159
8. Developments on the Oil Front 163
9. Value of the U.S. Dollar andIL 166

chapter VII Private consumption and saving 169
1. Main Developments 169
2. Total Private Consumption 170
3. Saving 173
4. Composition of Consumption 175

CHAPTER VIII DOMESTIC INVESTMENT 187
1. Main Developments 187
2. Investment by Initiating Sector 194
3. Investment by Economic Sector 196
4. Construction Inputs 210
5. . Investment by Type of Asset 214
6. The Capital Stock 216

chapter IX Prices 219
1. Main Developments 219
2. Price Developments 221
3. The Inlfationary Process in 1974 224
4. The Causes of the Price Increases . 229
5. Various Price Indexes 233

CHAPTER X GOVERNMENT AND NONGOVERNMENT PUBLIC SECTOR . 239
1. Consolidated Account 239
2. The Government Budget for 1974/75.... 246
3. Government Tax and Compulsory Loan Receipts 251
4. The National Institutions . . . .... . 262
5. The Local Authorities 264

chapter XI Nonprofit institutions 269
1. Main Developments 269
2. Structure of the Sector 271
3. Uses of Funds 272

VI BANK OF ISRAEL ANNUAL REPORT 1974



Page

4. Sources of Funds 274
5. The Demand Surplus and Its Financing . . . 276

CHAPTER XII THE LABOR FORCE, EMPLOYMENT, AND WAGES . . . 279
1. Main Developments 279
2. Labor Force Participation, Employment, and

Unemployment 284
3. Employment 291
4. Wage Developments 306

PART TWO

SURVEY OF THE PRINCIPAL
ECONOMIC SECTORS

chapter XIII Agriculture 313
1. Main Developments 313
2. World Prices and Their Effect on Agriculture . 316
3. Output Destinations 318
4. Output by Type of Farming 324
5. Labor Input in Agriculture 334
6. Purchased Inputs 335
7. Income 337
8. Investment in Agriculture 338

chapter XIV Industry 341
1. Main Developments 341
2. Industrial Production 344
3. Industrial Output and Input Prices 359
4. Industrial Proiftability 367
5. Industrial Exports 367
6. Investment and Capital Stock 372

chapter XV Transportation, communications, and tourism . 375
1. Main Developments 375
2. Domestic Transport 379
3. Pipelines, Domestic Air Services, Post and

Telecommunications 386
4. International Transport Services 391
5. Tourism 402

CONTENTS VII



PART THREE

MONETARY DEVELOPMENTS
Page

CHAPTER XVI MAIN DEVELOPMENTS IN THE MONEY AND CAPITAL
MARKETS 413

CHAPTER XVII M0NEY SUPPLY, CREDIT, AND THE BANKING INSTI­
TUTIONS 429
1. Main Developments 429
2. The Inlfuence of Monetary Developments on the

Economy 433
3. The Economy;s Liquidity and Monetary Policy 445
4. The Money Supply 451
5. Other Liquid Assets of the Public 454
6. Sources of Monetary Expansion 462
7. Development of the Banking Institutions . . . 469

CHAPTER XVIII THE INSTITUTIONAL STRUCTURE OF THE CAPITAL
MARKET 473
I. Overall Analysis 473
1. Main Developments 473
2. Statistical­Analytic Framework 477
3. Government Influence on the System^ Operations 482
4. Sources of Funds 484
5. Credit Terms and Destination 489
II. Components of Capital Market Institutional

System 501
1. Social Insurance Funds 501
2. Insurance Companies 507
3. Mutual Funds 511
4. Financial Institutions 514

CHAPTER XIX THE SECURITIES MARKET 521
1. Main Developments 521
2. The Bond Market 523
3. The Share Market 534

VIII BANK OF ISRAEL ANNUAL REPORT 1974



PART FOUR

THE BANK OF ISRAEL

Page

chapter XX Activities of the bank of Israel 549
I. Summary of Balance Sheet at the End of 1974 . 549
2. Assets in the Balance Sheet 553
3. Liabilities in the Balance Sheet 558
4. Proift and Loss Account and Distribution of

Proifts 564
5. Currency Issue 566
6. Credit Directed by the Bank of Israel.... 572
7. Supervision of Banking and Financial Institu­

tions 585
8. Administration of State Loans 588
9. Clearing Houses 597
10. Economic Research 599
11 . The Bank of Israel as Representative of the Gov­

ernment jn International Financial Institutions 599
12. Advisory Committee and Advisory Council . . 604
13. The Governor, the Bank and Its Staff . . . . 606

CONTENTS IX


