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In 2017, the dollar weakened 

currencies, including against the euro 

and the shekel.

percent against the dollar pound this year, 

continuing the appreciation against the 

Most of the appreciation took place in the 

2017, through a combination of increased net purchases by importers and lower net sales by 
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Figure 4.1

Change in the US Dollar Relative to Selected Currenciesa, 2016
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The dollar weakened against 

the currencies of advanced and 

developing economies, mainly 

In 2017, the dollar weakened against 

the currencies of advanced economies 

weakened by a lower rate of about 

6 percent against the currencies of 

the strengthening of the dollar against 

the Turkish lira by 7 percent since the 

In parallel with the appreciation 

of the shekel against the dollar, the 

shekel also strengthened in terms 

of the nominal effective exchange 

rate.1

in terms of the nominal effective 

Similar to the shekel’s appreciation 

against the dollar, the appreciation 

in terms of the nominal effective 

there was a depreciation in the second 
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Developing economies: Mexico, South Korea, Philippines, Poland, Chile, South Africa, Thailand, 
Hungary, Turkey and Singapore.  Advanced economies: Australia, Canada, Japan, UK, Switzerland 
and eurozone.

SOURCE: Bank of Israel.
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Cumulative Change vis-a-vis the Dollar, 2017 (index)
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Figure 4.3

Shekel/Dollar and Nominal Effective Exchange Rate Indices, 2017
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The main contributions to the change in 

the nominal effective exchange rate were 

the strengthening of the shekel against 

the dollar and against the Turkish lira, 

compared with a weakening of the shekel 

against euro.

The shekel strengthened this year against 

most currencies in the basket that comprises 

shekel’s appreciation against the dollar 

points in the rate, and its appreciation 

points of depreciation against the nominal 

Similar to 2016, the implied volatility2 of 

the shekel exchange rate remained low, 

against the other currencies. 

In parallel, the indices of implied volatility 

of the advanced and developing economies 
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Figure 4.4

Contribution of the Change in the Various Currenciesa to the Change 

in the Nominal Effective Exchange Rate, 2017

Contribution to
appreciation of the shekel

Contribution to 
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a The nine currencies with the highest weight in Israel's trade are specified in the Figure.  
The others are listed in "Other".

SOURCE: Bank of Israel.
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Figure 4.5

International Comparison of Average Implied Volatility in Foreign 

Exchange Options, 2014 2017 

Developing economies: Mexico, South Korea, Philippines, Poland, Chile, South Africa, 
Thailand, Hungary, Turkey and Singapore.  Advanced economies: Australia, Canada, 
Japan, UK, Switzerland and eurozone.

SOURCE: Bank of Israel.
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Prominent activity in the foreign 

exchange market included net foreign 

exchange sales by nonresidents and 

institutional investors and net foreign 

exchange purchases by the other main 

sectors.

contrast, the business sector purchased 

and the Bank of Israel purchased foreign 

Beginning in June 2017, nonresidents 

moved to net purchases of foreign 

institutional investors increased their 

 

In 2017, nonresidents mad net foreign 

exchange sales and purchased shekel 

assets.

The estimate of net investments by 

nonresidents in shekel assets in 2017 

in makam and government bonds 

nonresidents increased their balance 

of forward transactions for the sale of 
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Figure 4.6

Estimateda cumulative foreign exchange transactions of the main sectors, 

2017 

a Based on reported transaction data and on an estimate based on balance differentials.
* The main importers and exporters in the economy.

SOURCE: Bank of Israel.
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Figure 4.7

Estimatea of Nonresidents' Net Transactions in Balance-Sheetb and Off-

Balance-Sheet Shekel Assets, 2012–17 

a Based on reported transaction data and on an estimate based on balance differentials.
b Equity assets: direct investments and financial investments in shares.  Debt assets: bonds, 
makam, deposits and financial loans.

SOURCE: Bank of Israel.
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In 2017, nonresidents’ exposure to 

appreciation of the shekel through 

surplus shekel liabilities in debt 

instruments was about $2.8 billion.

in a decline in the surplus of shekel 

purchases in the second half contributed 

In 2017, similar to the previous year, 

institutional investors’3 investments 

in foreign exchange assets were 

negligible.

The volume of investment in balance-

investors made net sales of foreign 
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Figure 4.8

Nonresidents' Surplus Liabilities (+) of Shekel and Derivative Debt 

Instruments 

Figure 4.8

Nonresidents' Surplus Liabilities (+) of Shekel and Derivative Debt 

Instruments 

SOURCE: Bank of Israel.
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Figure 4.9

Estimate of Institutional Investors' Net Balance-Sheet and Off-Balance-

Sheet Foreign Exchange Transactions, 2009–17 

* The Figure for 2015 shows only the transactions for February to December 2015, due to the 
transition to a different method of calculation for the forex derivatives item.

SOURCE: Bank of Israel.
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the institutional investors’ exposure 

to foreign exchange increased during 

the year, while exposure to foreign 

exchange as a share of their total 

assets also increased.

The balance of institutional investors’ 

mainly affected by increases in the 

points in institutional investors’ 

The increase in the rate of exposure 

to foreign exchange encompassed all 

institutional investors.

companies, where the rate was about 

new pension funds and the provide and 

advanced training funds had a 17 percent 

The old pension funds maintained a 
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Figure 4.10

Institutional Investors' Surplus Foreign Exchange Assets (+) and Exposure 

to Foreign Exchange, 2004–17

* In January 2015 some of the reporting entities adopted a different calculation method for the forex 
derivatives item, which makes it impossible to compare the balance at the end of January 2015 to the 
balances for previous periods.

SOURCE: Based on reports from the institutional investors.
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Figure 4.11

Institutional Investors' Exposure to Foreign Exchange*, 2014–17
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In 2017, the business sector increased its 

foreign exchange purchases, further to 

its activity in 2016.

In 2017, there was a marked increase in 

companies, due to the increase in the import 

of goods and services, mainly energy 

In parallel, the moderate decline in foreign 

The banking system maintained low 

exposure to appreciation of the shekel.

The banking system’s off-balance-sheet 

a similar decline in surplus balance-sheet 
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Figure 4.12

Cumulative Foreign Exchange Purchases (+) by the Large Import 

and Export Companies, 2014–17

SOURCE: Bank of Israel.
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Figure 4.13

Banks' Surplus Balance Sheet and Off-Balance-Sheet Foreign Exchange 

Assets (+) and Total Exposure to Foreign Exchange, 2008–17 

SOURCE: Based on the banks' nonconsolidated monthly balance-sheet figures.
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In 2017, about 63 percent of the volume of transactions in the foreign 
exchange market (excluding swaps) were carried out by nonresidents and the 

nonfinancial business sector.
Figure 4.14

Volume of Transactions (Excluding Swaps) in the Foreign Exchange 

Market by Sector, 2017

a Including non-profit organizations, the government, branch customers and unclassified customers.
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In 2017, about 42 percent of the volume of transactions by the business 
sector were carried out by companies in the manufacturing industry.

Figure 4.15

Volume of Transactions by the Business Sector, by Industry, 2017
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a Data from foreign reporting.

In 2017, about 90 percent of the volume of conversion and derivative 
transactions in shekels by nonresidents were carried out with other 

nonresidents.Figure 4.16

Volume of Transactionsa by Nonresidents, by Sector, 2017
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In 2017, nonresidents accounted for 36 percent of total trading volume in 
foreign exchange.

Figure 4.17

Nonresidents' Relative Share of Total Trading Volume
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Levela Change

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017

b

b

- conversions, swaps and OTC 4,393 6,375 6,382 7,277 6,636

volumeb

by institutional investors 

a

b
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The Bank of Israel Information and Statistics Department manages a database of activity in the foreign 

In addition, this chapter makes use of reports by the institutional investors to the Ministry of Finance 

and the Bank of Israel, reports from the banking system to the Banking Supervision Department, and 

Exposure to the exchange rate and derivatives

Exposure to the exchange rate

sectors in the Israeli economy, this amount is estimated in this chapter by the surplus of their foreign 

In terms of nonresidents, this amount is estimated by calculating the surplus of their shekel assets over 

balance-sheet assets such as cash and deposits in foreign currency and 

off-balance-sheet assets, 

Many Israelis, led by institutional investors, hold foreign assets as part of an investment policy of 

is comprised of various companies and individuals with activity in shekels and a similar variety of 
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Implied volatility in foreign exchange options

Black-Scholes model, the implied volatility should include all the relevant information regarding future 

The nominal effective exchange rate1

1 


