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· In the second quarter of 2017, Israel’s surplus of assets over liabilities vis-à-vis abroad declined by about $1.8 billion (about 1.5 percent), in contrast with an increase of about $7.1 billion (6.5 percent) in the first quarter of the year. Outstanding liabilities to abroad increased by a greater amount than Israel’s assets vis-à-vis abroad.
· The increase in the value of the portfolio of Israelis’ assets held abroad in the second quarter ($9.4 billion, 2.4 percent) was a mainly result of an increase in the prices of foreign stocks and bonds ($3.1 billion, 0.8 percent) and an increase in Israel’s reserve assets ($5.5 billion, 5.4 percent).
· The increase in the gross balance of liabilities to abroad in the second quarter ($11.1 billion, 4 percent) was mainly a result of the flow of financial investments in stocks and bonds ($2.8 billion, 1 percent) and direct investments in shares ($2 billion, 0.7 percent), in parallel with an increase in the prices of Israeli shares held by nonresidents ($3.1 billion, 1.1 percent). 
· The surplus of assets over liabilities vis-à-vis abroad in debt instruments alone (negative net external debt) increased in the second quarter of 2017 by about $1.6 billion (1.1 percent), to about $142 billion at the end of the quarter.
· The gross external debt to GDP ratio declined in the second quarter, to 26 percent at the end of June, the result of a negligible increase in the shekel value of gross external debt due to the appreciation of the shekel, in parallel with an increase in GDP.
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1. Israel’s surplus assets over liabilities abroad

Israel's net assets abroad (the surplus of assets over liabilities) declined by $1.8 billion (1.5 percent) in the second quarter of 2017, to around $114 billion at the end of June. There was an increase of $9.4 billion (2.4 percent) in the value of Israelis’ assets abroad together with an increase of $11.1 billion (4 percent) in the value of Israelis’ liabilities to nonresidents (Figure 1).
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2. The value of Israel’s assets abroad

The value of Israel's assets abroad increased in the second quarter of 2017 by about $9.4 billion (2.4 percent), to about $404 billion at the end of June, mainly as a result of increases in the prices of tradable assets and in the balance of Israel’s reserves. 
The value of the financial investments portfolio increased by about $3.3 billion (2.5 percent) in the second quarter.  There were also increases in the prices of foreign shares that increased the value of Israelis’ financial portfolio abroad by about $2.3 billion (1.8 percent), and in the prices of foreign bonds, which led to an increase of about $0.8 billion (0.6 percent) in the portfolio.
The value of direct investments abroad increased by about $1.2 billion (1.2 percent) in the second quarter, mainly as a result of the flow of investments in share capital totaling about $0.6 billion. 
The value of other investments abroad declined in the second quarter by $0.3 billion (0.5 percent), mainly due to net withdrawals of about $1.6 billion (2.5 percent) from Israelis’ deposits abroad, and of about $0.6 billion (0.8 percent) from deposits abroad by Israeli banks.  There was also a decline of about $0.7 billion (1.1 percent) in customer credit during the second quarter.  These were partly offset by an increase of $1.1 billion (1.6 percent) in the balance of loans provided by Israelis to nonresidents.
The value of the foreign exchange reserves increased in the second quarter by about $5.5 billion (5.4 percent), to $109 billion at the end of the quarter.
The composition of Israelis’ securities portfolio abroad:  During the second quarter of 2017, similar to the first quarter, there was an increase in the proportion of financial investments in foreign shares, in contrast with a decline in the proportion of deposits in banks (Figure 2). 
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3. Israel’s liabilities to abroad

The balance of Israel's liabilities to abroad increased in the second quarter of 2017 by about $11.1 billion (4 percent), to about $289 billion at the end of June.
The value of direct investments in the economy increased by $2.1 billion (1.9 percent) in the second quarter, derived mainly from net direct investments in Israeli share capital ($2 billion, 1.8 percent).
The value of financial investments (stocks and bonds) increased by about $7.2 billion (6.35 percent) in the second quarter, mainly increases in the prices of Israeli shares held by nonresidents ($3.1 billion, 2.7 percent) and net investments in Israeli stocks and bonds totaling about $2.8 billion (2.4 percent) combined.
The value of other investments increased by about $1.8 billion (3.4 percent) in the second quarter, mainly due to an increase of about $0.9 billion (1.8 percent) in suppliers’ credit and an increase of about $0.7 billion (1.4 percent) in loans.
The value of nonresidents' financial portfolio on the Tel Aviv Stock Exchange increased in the second quarter by about $3.8 billion (11 percent), to about $38 billion at the end of June, further to an increase of $2.7 billion in the first quarter of the year. Most of the increase was due to an increase in the value of the balance of financial shares and bonds, mainly as a result of net investments (Figure 3). 
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4. The gross external debt

Israel's gross external debt increased, by about $3.5 billion (3.9 percent) in the second quarter of 2017, to about $93 billion, mainly due to net investments by nonresidents in Israeli bonds and an increase in suppliers’ credit through loans.  
The ratio of gross external debt to GDP declined in the second quarter, to 26 percent at the end of June, further to the downward trend that began in 2012.  The decline was a result of a negligible decline in the shekel value of gross external debt as a result of the appreciation of the shekel, and an increase in GDP (1.1%). (Figure 4)
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5. The net external debt

The surplus of assets over liabilities vis-à-vis abroad in debt instruments alone (negative net external debt) increased by about $1.6 billion (1.1 percent) in the second quarter, to about $142 billion at the end of June (Figure 5).
The balance of short-term debt assets (repayment/realization within a year) was about $157 billion at the end of June, mostly in the Bank of Israel’s foreign exchange reserves, reflecting a coverage ratio of 4.3 times short-term debt.
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For the complete data file, click here.
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Balance ($ billion) Change ($ billion) Change (%)
Second quarter of
31.12.15| 31.12.16| 30.06.17| In 2017 Second quarter of 2017 In 2017 2017
Exchg. rate Exchg. rate
Price chgs. and Price chgs. and
| Transactions _differences _other adj. |Transactions_differences _other adj. Balances Prices Balances Prices
Total assets 348.0| 378.7| 403.8| 10.2| 8.8| 11.7| 1.7] 41 3.6| 6.6 23| 24 1.0]
of which: Debt instruments 2081 2215 234 8| 6.3 24| 47| 0.6| 12| 32| 6.0 11 22 0.5]
of which:

Direct investment 84.7| 98.1 100.6| 26| 0.2| 10.6| 1.2| 0.2| 0.2| 26 0.2| 12 0.2
Portfoli westment 1141 119.2| 1311 2.8| 7.2| 49| 0.7| 31 0.8| 9.9 6.0| 25 24
of which: Shares 60.6| 61.8] 70.3] 1.9] 54| 6.2| 02| 23 0.5] 13.7 8.8| 44 34
Bonds 53.5] 57.4| 60.8| 0.9] 17| 1.3] -0.9| 0.8] 04| 5.9 3.0| 05 1.3]
Other investment 59.3| 63.5| 64.2| -1.2| 11 45| -1.5] 0.5 0.7| 11 1.7] 05 0.8
Reserve assets 90.6| 98.4| 108.7| 6.8| 0.4] 0.7] 3.1 0.2| 2.2| 10.4 0.4 5.4 0.2
Total liabil 279.7| 269.8| 289.4] 10.0| 7.0| -26.8| 6.1 3.6| 1.4] 73 2.6| 4.0 1.3]

of which: Debt instruments 85.9| 87.7| 92.7| 32| 14| 24| 11 56 39

of which:

Direct investment 99.3| 107.3| 113.2| 4.4| 22| 1.4] 21 0.5 0.5] 5.5 2.0| 19 0.4
Portfolio investment 131.4| 111.2| 122.6| 4.2| 43| -29.2| 2.8| 341 1.3| 10.3 43| 6.3 27
of which: Shares 102.8 82.9| 91.8] 24| 438 271 1.6| 31 0.8] 10.7 58 65 37

Bonds 28.6| 28.2| 30.8| 1.8] 21 11 0.5] 9.1 56

Other investment 49.0| 51.3| 53.6| 14| 1.0] 1.2| 0.6] 44 34
Total net assets 68.3| 109.0| 114.3| 0.3 1.8| 38.6 4.3| 0.4 21 4.9| 1.7] -1.5] 0.4
of which Net debt 122.2| 1337 142.2| 31 24 6.1 -1.8 1.2] 21 6.3 1.8] 11 0.9]

The figures in the report for the current quarter are based partly on estimates; further updates are possible after final figures are received.
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Figure 1: The net balance of Israel's assets abroad
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Figure 2: Composition of Israelis' Asset Portfolio Abroad*
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Figure 3: Nonresidents' Securities Holdings on the Tel Aviv
Stock Exchange
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Figure 4: The Ratio of External Debt to GDP
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Figure 5: Net* External Debt
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