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Report of the Monetary Committee discussion held at the Bank of Israel

regarding management of the foreign exchange reserves
Determining a maximum threshold for holding assets with a low level of liquidity

The discussion was held on May 11, 2022.

Background:

In order to ensure a sufficient level of liquidity in a time of need, the reserves portfolio is managed under
liquidity limitations. Within this framework, the assets in the portfolio are classified under 3 levels of
liquidity—high, regular, and low—with a minimum threshold for holding highly liquid assets and maximum
threshold for holding assets with a low level of liquidity is set.

The increase in the level of the reserves in recent years, to approximately $200 billion, makes it possible to
markedly increase the portfolio’s illiquid component. Such an increase is also consistent with the changes in
the investment horizon and risk profile of the portfolio, and is also reflected in possible shares of investment
in such assets according to the guidelines.

Discussion:

In the meeting, the Markets Department presented a recommendation to revise and increase the maximum
permitted threshold for holding assets with low liquidity, against the background of the significant increase
that occurred in the level of the reserves, the lengthening of the investment horizon and expansion of the risk
profile, since the previous threshold was established.

Monetary Committee decision:
The Committee accepted the Markets Committee’s recommendation to increase the maximum permitted
threshold for holding assets with low liquidity.

The decision was reached unanimously.
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