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Cyber risk continues to be the most worrisome typaf risk while geopolitical risk was ranked secondhis year.
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2. CREDIT RISK
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In 2022, the banks’ credit to the public continued to grow, although there was a slowdown

during the fourth quarter.
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There was an increase in the interest rate in all of the supervised activity segments.
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In 2022, there was an increase in most components of consumer credit.
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There was an increase in consumer loans provided by the credit card companies.

'IENA—] TAMESI MIBGUE«xr™MQOc™E] 850t | AfppkBESOARS 2l > ™o p™$211>”
B34'Eljc——<«>™4

_ euE .. — -I
- =
-

ENENENEN RN\

7

aso«xlj™Ml“solj¢ 23so<x182>»<0sole>? 2so<xl83>»c0osole>?
N2S«coS™|SIZAM™Mau™s2| >N ™M | 3JIP™Q" s —>" ™3 [[>"8§2™; 4

| H 2019 2020 W 2021 W 2022

LatstiA—lp—"r2 O™ e b pt«xA™Mo(™E][2850¢k <™ |—pn0s«lI250<¢£1§3>»<0S0ININ>™Mau~sa[—>A™ A
SOURCEL "«s0l>™|8§uj—<«TSOIC™MA™|(A_J«+N+s"s™+«'

10 Fgajn|tr s> ™Mgar

138



# AJ DI RISKS

Despite the increase in consumer credit, the downward trend continued in the share of the banking

system within total consumer credit in the economy.
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Consumer credit had a low rate of growth relative to housing credit.
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During 2022, a downward trend appeared in the monthly granting of housing credit, which continued

during the initial months of 2023.
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There was a sharp increase in the interest rate on housing credit on all the tracks.
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Starting in October 2022, there was a slowing of the upward trend in the average size of a housing Id

apart from reduced-price homes.
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Housing credit continues to be used primarily for the purchase of a single home.
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Housing credit continued to be used primarily for the purchase of a single homeor an alternative
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Starting in the second half of 2022, there was a decline in the share of loans on the Prime track, in f

of the unindexed variable-rate tracks (not the Prime track) and indexed fixed-rate tracks.
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Following the sharp drop in refinancing during 2022, there was a slight increase during the first quar

of 2023.
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In the last quarter of 2022, there was a slight decline in the proportion of housing loans provided at

high LTV rates.
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During 2022, there was an increase in the average period to redemption, which was primarily due to

the unindexed fixed-rate tracks.
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Starting from 2022, there has been an upward trend in the proportion of loans with high monthly

payments.
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The share of high-LTV and high-PTI loans rose significantly during 2022 and continued to do so duri

the first quarter of 2023.
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In most of the main industries of the economy, there was no increase in the difficulty to obtain

financing.
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In some industries in Israel, growth was above the global trend.
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Most of the land is designated for residential construction.

-' N—AM[SIEtSstl 250<xIDc«*|7I1A™Q|Z>™c™ME"|J>xN—| NTMUETMEIE ¢ «

B Ds«c«os™+«N"—|3¢™|-"|[k«c<«ts0l—<» SMEA4 Others < [ l« IM™@IIp™ A»Ac—Nj—sles@] > ™Maxap|+c>

SOURCEL "«sol>™]a8s8>3+«lt>|+xTs] "™MU«™MEIENU8S@»nc«wc>y ™| s8N3+" g™ 4

The growth in business credit was driven by large businesses.
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The narrowing of credit spreads continued in 2022, except in the case of housing credit.
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After a decline in the concentration of credit to large borrowers during the past decade, there was so

increase starting in 2019.
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The deterioration in the macroeconomic environment and the transition to CECL increased the

coverage ratio of the banks for credit losses.
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The credit loss provision increased slightly during the year.
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The estimated NPL rate declined, given the growth in the credit portfolio and the improvement in its

quality.
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The proportion of nonexecution rated credit declined despite the deterioration in the

economic environment.
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There was a decline in nonexecution rated credit, primarily in the housing sector,
in light of the increase in total credit and the stability of the credit quality indices in that sector.
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2

Yoo ofBanking
Supervision

THE BANKS’ DOMESTIC CREDIT PORTFOLIO OVER THE YEARS
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The distribution of credit by industry illustratesthe changes that have occurred in the

Israeli economy - 1972.
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The distribution of credit by industry illustratesthe changes in the Israeli economy —

2022.
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3. LIQUIDITY RISK
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Starting from the second quarter of 2022, there has been an improvement in the LCR,

mainly due to the increase during the final quarter of the year.
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Since the beginning of the third quarter of 2022, there has been a decline in net outgoing cash flow,

while the inventory of high-quality liquid assets has increased somewhat.
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The NSFR fell during the year because of the maagid increase in required stable financing,
primarily against the background of an increase icredit, relative to the slower growth in total

available stable financing.
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During the first two months of 2023, there was aajp in the stock of HQLA as a result of the declindotal

reserves at the Bank of Israel. This was partly @ffdy the increase in qualified tradable securities
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Starting in November 2022, there was an increaseMakamissues for a period of one year.
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At the beginning of 2022, there was a decline in the ratio of liquid assets to short-term liabilities;

during the second half of the year, there was an improvement in this ratio and it returned to
approximately its level at the end of 2021.
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The CFR was stable during 2022.
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4. MARKET RISK
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risk. This emphasizes the importance of market risk management in maintaining the stability
of the banking system based on monitoring and tight supervision by both the banks and the

supervisory authorities.
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Exposure to interest rate risk
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A decline in the rate of possible losses out of total income, under a scenario of an interest rate decre

of a 1 percentage point compared with 2021
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There was a decline in the surplus of financial assets over financial liabilities during the year.
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Thefair value approach" 172 T <l t l<«lp«solt>ls«x <" Ntsl«™Misds«t|8NEs|Bc«“]e>?]
SNl =« Mttt sIseesltl>el»NeOHpalals™AMAB «es@|£TS]|8c«“T7Te85s]|™A
TTSIJ"™M*BalMN««St«c"|—<Nj<c—<tcS«"[ANTMQ|T™M, M7 [A_NTM|g ]|« theedardést « <+ <> ™
risk currently facing the banking system is a steepening of the curve"l<'s'"I*"losl@sM«sl«<™ [+ ]
+587[«™Mtg85«x|2MNEs5«|I3U8IE>I2Y2>1¢SMN8«4IN—>™ME«cOSIN™M[<«<™M[a3gN«s[¢™
ANtSs«l3™8sIx T AM™MIxEY ¢ sM8«d ' JTsIaNEs e [ D« fio-Hila 10 kM 53 67

As«8slxlx>1J<s?l | "<t AL «IMNj>uxl7 ' I8s@ls™z | MtlxtTslIs™ol>el '
trlxfslseesltlselttcalals™N [ «c™M[+Ts|88snrp«lgsNh@I37 ' 18s8|s™+4
asl>20so0l«™]xtslI88s»>p«lgst@lp™os@lttsl«ls™AMac[se|Nr]8NAN__g—|0
1 4|

TAM™MESI«<™M[4sxt] 0O'H«cxsol M<2[SA—psIt«IMIDs«pu—xl>elSr2Hpu«lElIs™
DNtsIDs—"x»slx>l£1s1J<«s27 | "< =D 2" J>xN—|] NTMUECTMETE ¢ «:

AIE+SSES™™MEITIN «T>3£7£52710SI—<™sI<™|£5|c™+5agct|aNts|A™MQ|N|—>™MET£537|(™M|aghcs
JI —htes™MEIT] 1«t>3+ 74837 <™ [a5A«S| <™ |2tsI<™MEsa5«E[aNES|IA™MO| N> ™METLSa”[0SI—<™s].

SOURCEL "«sol>™[a8s8s8+«ltrltfs] "M ™MEIENUESE»c«w<>™] s8N+ g™ ¢+

The change in the effect of the various scenarios on the net fair value of the banking system is
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There has been an increase in the surplus of assets over liabilities for a period of over five years.
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The changes in the yield curves during 2022 affected the sensitivity of the banking system to the

scenario of steepening of rates as opposed to the scenario of a parallel shift downward in 2021.
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The unind shekel segment is the main sourcerisk for the system.
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The surplus of assets over liabilities in the short- to intermediate-term shekel segment is negative an

significantly larger than the surplus of assets over liabilities in the indexed segment and the foreign
currency segment.

'"EM28—p«l ««St«lb»Ss?lcNjc—<ctcSs«lVactT] Nts«lse|l TA™MES|>e|£Ts|'T
jel'™Mos¥ Nt o> ™MIESETS™E > NA—| ANTMECTMETE «xS™" IA™ Q| 134

. 2 77 7
7
7
-90
7 7
Efs“s—Ip™cc™os¥so Efs“s—I<™os¥so >AS<EM™ sl TA™ME
M 6 l¢gsnhed 6 I8N« 3resl£FA™] | sMh2«

SOURCEL "«s0l>™|8uj—<«TsoIC™MA™M|(A_J«+tNts"s™ +«'

The risk implicit in the exposure to a decline ifné CPI rose during 2022.
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There was an increase in the rate of exposure to the CPI relative to 2021.
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The banks are hedging their foreign currency exposure by means of activity in derivatives.
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There was a slight increase in the rate of possible losses in the scenario of a depreciation

in the shekel-dollar exchange rate relative to 2021.
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In 2022, which was characterized by high volatility in the markets, interest rate increases,

and fluctuations in exchange rates, there was an increase in trading volume in derivatives.
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The increase in total derivatives was primarily due to activity vis-a-vis institutional investors

and broker/dealers.
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The increase in trading volume in derivatives generated significant profits for the banking system

in the form of revenue from their trading portfolio.
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6. TECHNOLOGICAL FAILURE RISK
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Reasons for failure events
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An analysis of technological failure events reported to the Banking Supervision
Department
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Actions taken by the Banking Supervision Department
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7. BUSINESS CONTINUITY RISK
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Activity of the Banking Supervision Department in emergency events during 2022
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>Yal "
Macroeconimic stress test of the banking system for 2022
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+t A2l ™MEs¥Utl 2SI jA™M «| NS +tS5«tSOl H«<™E|N | £>870>% ™[ g8g2N
COS™xces «™ME[eH A8 c™Mt«lrel»pu-—™Ms8Njc—cx x>t clTIsMTI>el £
Nl M Yat>—s1M8s1S%8r«s0'l «l«plt"l<xl > ™Matctpts«l Ml «p88—-s7s™
AS«<—«S™M|S "M |« ™ME+T|AN™MQ|e>8|Ss™M«Pac«c™ME|N «pueClcsS™x]-S»S-
cd £ tr«sl—>l<']

L Thslts«tlcaljrasol> MINE™ o> [«ls™MABG | Yoct Tl TSIE>A—I>el0S£S3 " <™M™ME|Yhtsttsal+ts
N @jlefsl-s>«as«lzT Al Yoc—=>[Ip2l«<™[A™M |53 +a85 s A a55]> ™5 <[Is»s™+|A™qg|Lhcttrputls™
>e|l0S8r«ctra«!'|

2 ThsIC»sljA™“c™EI€a, u§«lA™oltTs|-SAp«r—g™| ATM®
Ths| "™ «™MEIEUESA»c«<>™] s8Na+Tg ™+ |[TA|jss™]]|Na3; «™ME|>put|atdsceltsct«lac™]g]
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The beginning of the scenario is characterized bysaynificant increase in interest rates,

inflation and unemployment, alongside a drop in at prices, and a recovery later in
the scenario.

"R BN 3M 8>Sy ™ ] AEAT 6-p™sl| "I"™Qg| S»S—>8"s™H+
A 6

M™Ms™8—>;"s™+|D"Nts™ A"l 6
6 I38§s8|s™+4 3«™Mos3!I37a]t] \ 4
TMTMu/\_l'TME/\i<)TM|<TM|'«a/\s_"/\|TM"l).l'«a/\s_l'TMi.sas«i|D/\is"l
6 I38§s2ls™+4 6 I38§s2ls™+4
AdenNts] >™M«pn " §xc>™"| 6 I Js—1 »<»l "l 6 I
3«™Mos3!I37a]t] \ 4 3«™Mos3!I37a]t] \ 4
— Et+ag««| | ™ Ay NS — ¢ Megmepg ™M AA #HecwxrAac|A—oNxN
SOURCEL#<c<«ts>2¢|h—l0oM"t M jhesOl>™] s™tan_| paghplrelExMtcwtcl«I®™MolIs—1 »<»|Ex>1"] %l
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W<es—0l>™| 7Wsra8|'™Mgs3¥sol ' MBtHals>el#>"sIA2<cIs«"] 6 |
>M™Mo«"l 6 I38§s8ls™+4 3«™Mos3!I37a]t] \ 4
TMTMuA—I'TMEAi<>TM|<TMIiTSIMEl'/zll->T""S«I'T""0u«ia<"—| »Sangs"|

6 I38§s8ls™+4 6 I13<™os3!1372|T] \ 4

S0s2"—IDs«s2»s|'™M+s38s«x D "+tsAl«™[xTsIME"I 6 I

6 I38§s8ls™+4 3«™Mos3!I37a]t] \ 4
— Et+ag««|«|S ™ ARy NS —«¢ Megemepg TM N (5 Hcxtrdc|[A—|oNrtN
SOURCEL# <<« xs>2¢|M—J0o"Nt N jr«sOol>™] s™+an_| paghplre|ExMtc«t<cl«I"™olJs—] »<»|Ex>1"] %l
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Jislts«xlc«ljr«sol>™I£Yos|"NMass|> ™My (|l«ls™MA8H |2t rE]1Y2s8s][>™
Ds«s?2|t] s8§Mr2+x"s™+ | N+ [xTs]| AN™"|i4d ImpPoranttd engphdsize thatl ' |

these scenarios do not constitute any sort of a forecast but rather are intended to test

the resilience of the banking corporations in a macroeconomic crisis environment. The

«|ls™Aa | NAg [N |le>s——>1h«

'IBaseline scenario 4 Jt<«l «ls™Arac¢s|asEsl+t«l +tsls¥%8sltsol 8§ +t1>ell>
SIHH>™M>7 ¢ " ™Molc«ljh«sOl>™M]xTs|N«w«s««"Ss™Mt«l>elxTsIDs«s™a|t]
'«aAS_"liTsl’"’/\Ia)|.)asll\«i«|).|<TMiSaTMAi()TMA_|)a€ATM(AAi()TM«l

AMQO[>2TS2|MNc«S«« " S™Mx«l>e|sSI>™>7¢[|lOoS»S—>8"S™M+«|«<™]|'«8Ng—|A

"IStress scenario —J t <« l«ls MAaos Jcxljrasol> MINME€— AT« "2t M2l £
>l 2TSI«u88—¢ IITAC™MIA™MQ|£TS|%NA<™M|M*ANCTMGIATMQg | £ FAE]jR¢TM
ThEsN—«|Y232—-0%<0S'l «IMBs«pu—x"lE£TSsIsI>™>T B«l8aoultc> ™[N
"M gAAA__s_"[xTSlbh«xlrel«s@»cls«ljSEC™M«lt>|28casSIA™Q| < MENE,
_S/\o(TM€ISI)TM)N(S((|/\TM0|(TMI'((a/\s_'l'TM|)aosa|i)|as((ia/\(TM|(TME/\
iTS(aI |)TMia/\|i()TM/\ad|~)TMsi/\a(;| §)_(I<S<(I/\TM0|a/\(((sl~)TMsiAa(-J
AMolangco—¢'lJtTsl—"2€s|I A" ™ol287r§<col t<“S«l«™|«™Mtsg8g«t]|aNts«l]
I>«xl>ell@soctl YTl Tlc™]£pd@™|_sro«l >IN %c0S™Mc™ME]>e]j> ™0«
S« NESI<™MOU«t8s'] —>™ME«c0SI+TSIc<™[AsNSI <™ <MEANE > ™" [+
<M "S«x<c[IN™MOlE—>]A—ISI> ™ [N tencxg"I Yot tleIMI>T"8M™M s
(M U™MS"8 -5 "s™ME"[ A O0SI—<™MS|«<™] 82cnNts]|>™M«pu™"8xc>™"| A]
ATMO] «"8>8+«| "™l oS|l—<™s«l «™M] «x>|“l "™q0]|]>™0o]| 88clIs«'l JTsI §
> M asoplE ™M ™M My gx™s™E"] Yot clTlescpu—t«l <« ™A —N3ES] (
Ner887g™+ (>, ™MgQ"|[A—>™ME«cOSI2TSITA—2c™EI>e|«™MEAL (> ™"|AT™M]g |
as|s««>M™M[AM™Mgpagnenslsl>™> | MEte»cxg"l—=s?o«lxfslls™zan—_|
"«BNS SN0 BEIATMIALTTH 0 Mt enSI Ty ™S [ 8y —dlgljel«Tr8—¢
J>¥Hrao«lxtTsls™olrelxfsl«cls™Aracs|+ts8slcxl Ml 8sl>»s@il«c™]s]|>
Yo>28_0%<0S"| <™MEA+ ™| ™Mysagsaltslctal 2MNaESH|[A™M|A[]>20¢™.

€aArouN——¢ l2rccslttsl«™tgds«t|ants’|

Jtsl A™MUc™ME] EN8s@»c««> ™| s8Mra+"g™+ | [ra8cgso]| >puzPekipgk «t8s«
N« "8 > ™" oteltl %2535l «™Mi2s™qosol £>] eN«c—<xrts| TSI A™MA—;
SAMTI>el TSI A ™M« A"™QlcoS™xcesglor|[M=18>c™Mt«lsel »u—™saNjc—c*
<M TS AMUCTME] g «tS T N« MYt =51 IJTS«sSI P« d™" 82> ™M« <«™[—p
3T+l <«"l £Tsl I128socx] 8>8xe5—<>| "™Mo| £ts| S§uj—<IB«l 088>« ¢+«
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«lg™Arap s d|jATME]| N8| 8§58 ¢cxxs0l >3 c«sSIh00cEtc>™MA_|AgcxN—]0}
AMI>u™Mz el 2N S™ e A 2> M 2T A2 I2TSIJATM «BI™ATMAES s Mt | <€T
The results of the stress test demonstrate the direct effect of £ T sl «ls™/M2¢s5 > ™| [A§c+ M.
88 Cx N jc—<x "l xTsl|2so«HBSPs©Op« pABG e - "2 Top€TIETselorlT
an assessment>e £ TSIjA"™M“«Bl—<O U0t I>3IN™M [« ™Qocag|tlsees|t«"l«ul”

JA™MH«BlaNEM™ME« >IN 0SI—<™MS[<™M][c™Mypsct>8]|>™MCos™I|s'|

Jtsllasoctl—s>««s«lc™]ttsl«ls™ANacs]lhsd8s]|"shr«pdsolxtealgshal Nl
[1>20c™E€]x> 1+ TMEllxESITMEOXET > «« [ N==>HL A M |5 |« [M=lp="£s0I™]]>20
—>««l>»s@l sl —<esls>el£TsI2s0¢cE" Il Ha<«™E]e>2LHNAQT7 —>5“¢™ME]| (™Mo
>ag|N«t«l>el epxrpudslisl>™>" ¢l s»s™x«'|"™]5380s58] > Scxc"Mts| £Ts
ttsl ll«xA™QoMrag" Al ™MpTjs2l>el">0¢ClINt>™M«l¥s2s| " roslxt>l+tsl
N« U" 82> ™'l JTsl "TM«™M| A" 8x>™| <™ 5] ™Mgls| "stt>0>—>€¢ | -
a5« 8sltlts>lxtTslos»s—>8 " s™Mzx|re|"NMA[»N8c N —S«lOU2«<™ME[LTSIES2c>
ts«x«l|Nr@@csolopxljel sl BIFSMoEEH sCIN™|s]>el £ tcw] N ™8>
Yocttletslerathnag7_5>4c™E|  1]|7r§8a A |t"|ras|asEs|+sol«™|+ts]en
Sh™> "l "s«xlr>elxtsll@soctl—>«c«s«l?@s|>j«s@»solop2«c™E€l£TsIC?2

4" 1 Y%t <ltl—-sho«l >IN 8sM* <™t Tsl«ls™MANacsB«lsees|x]>™] | Ng<d
8a8>Cx N jc—<xtld8s—"ten»slErl£TsI8as» O p«l Scxc™ 2> ™| "gxtr0>—>€
«82sMol>putls»selttslttassl¢gsteclreltfslals™Mracy'| 3Tl N«lop
angcolsllp2as™ilg]relerc—pas«ll>"jc™golY%cttltfslt@s™o«|c™]"A]a5
—A el ™MITA, ™M ANE G ™M selerc—pas«ljstlhss™ £t In 2 pal«SE™S

Uplp™ £ c¢—1| "lxfsl«x@s««lxts«r«ltes@s|r@acsolopxlp™os2l2tsINac«pu 82> ™Mo M «xNt
JA="AM|sl«tsst«l3s ™ «™M|Pu™M|FA™MESOlOoPB<™EILTSII>pdaslseltfslcls™Mra,"|hetr T35« 8s|+]
TTsI8Uj—<I'"IIfTsI2a8N™Muct> ™M +5 [N «ls™MAG | U™MOS22TSINK«U 82<>T™ 50| ]0¢g ™MATJANTM
Tt A2 lct8s««lsS»S™ME |l N—«> | TA»SI<T8—<INEc> ™Mler@|£TSIJA™M«BIjA-"™|g]«fsst«"l¥%T<lTII]
£FSIfca«p " 8x O ™Mo [AMwxhEc| [JA-AM|S|«tsSEIZc™[YTcdTlxtsIjA-"™M[s|«tss£]3s"A«™«|C¥s
N8> ™| T A« >88>«c<™E|sees|t«"l«c™|g]>™]+fs]|>™Mg|TA™MQlct]|>8 «|x5]<«<™[B35N«g]<¢™:
|[8so<x % tc—sl>™|+ttsl>xfs2|TA™Molxfsl«c™|adsN«slc<™[|8s0<t|¥er@ «lE>[<™[]a85N«s |38« NS
NO»SB«s—¢ | Nees|2c™EI+TsIcs2]'] Opctel "8<xA—ID 2> o2 «¢<™MEIETSIcIS™AMABG'| «lc™]+ T
§htTl>el€25%+TI<™[[250¢x|I"™Ql0S8>«ct«l«™M[tTsl«ls™AN8r«lo>s«l™>+]]>™Matctputs|Nleras

paas™x+| ¥8sl+tsol 2soctllsr««’

EU7U' IEJD EEIJ EJI o R VA " IN™MQ| «™MATM[A_JE+xNjc—cxt¢IDs8>2%] slsTjs?l "l
ts«x|>e M. [jA™M“«"] 6 '

! FOo2Is3 " "8—s"I«<™M|tfs|8 «x"ltTsll®s0ctl—««l8ncar>™[er3|frpu«c™E|lqs0ct]| Nl IN—]p-
Yotcltl—solx>l+1sI3S|>€™cte>™|>e]|2350¢t|—>««S«lc<™M[ttc«l«SETS™ME|N+|N|38s—-"+tcnsS—¢ -1
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The test results

Jtsl2s«pu—t«lrelttsl«tds«alts«tlt el sh@l«c™oc|MEslzTALIN]TA[2S
«=>¥0o>YL™M"| LTt MN—«>]l =0« >IN 28S|S«c«<>™| (™| ++s5] ' '«@Nrs—<]| S|
KCEMCIN™E[<"8M2I>™[£TSI82>CENje—<xgl>el2TSIJA™M (™ME|«g «ts™"
M™os2lxts|IM««pn " 8xc>™]>e]8s8es|t]|erd5cc€TE"I£Tses|INs|«<€™CI
oSN8lrelttsl«als™AMacs|3<¢'s""| 4" Y%t <l Tlcal<c™|A[]>a80A™ g |t T |+
»NANj—s«lOpB<«c™MEILTsl«ls™MraG"[«™M|[_po«c™EINqc«sI«<™M|ETSIpu™s”™
(Mtsaget|aNtg|A™MQ| ¢ ™MEAN+ ™"t Tl «™|asA«sl £tS]ju2os™ | >
4>™Mgtts—s««"l2tTslc™M|asAS|<™M|(MEAL(; M|A™Mg|tTglc™MEgas«t]ar

S« TSI ™M« l«c™|sltTsel—sMhol£>|"™[«<™M[a5 NS |«<™]| Mg+ ]|

JTsl'«@3Ns—¢c|JA™MU ™ML «xS lcxl«xN]=SI" ™M |8 ««S««S«l«pueClcs™+
™M+t tT«xA"™MOMEETSI«EMCIM"™ME]| H>««eS«lctlYorpu—0lc™|pd'1J7t
08> 8«lE>1js—>%lxTsSIT<™MTA_||"8ctN—]-S»S—12sOpc?solj¢lttsl A™
3Jcsal | "gcxN—l8Ntcs]>e]l ' |18s2ls™E4 | NN 8BS« pu—%I>eltTSl«EBsc«]«
ANt s «c™Mttsl«g«tsTleN——«ljel " 18s2Is™ANESI8 <™t «l<«™]ETs|«t?

[£>12j>puxl " 18s@ls™x | r+]xTSISs™o0l>e] 3% Tcltlcacl£tTsSI8SN"]>
<Epdsl ' 4"l JTc«lcxl«c =8l x5 £FsloSI—«<™Ms|«<™M[EFs|«ls™Aacs] «<
FTAM™MI ™M TS| «ls™ABG ] [N cso bt T TREEESS] dlpoll &F8F«™ 0 <¢» <o -
ttseslr«l»N@cht o> ™M |8 el TsIjA™MY«ltcltleN«lM2sSacp—x]l>el
§>c™M+"|+TsSI"Hl>elxTsSc?|Nc«sE]I8 8 er— O« ™MO£TSIOUN—cxil>elt

There were no banking corporations in the stressestario that fell below the minimal

capital ratio required by the Banking Supervision &partment.

' S»S—>87"s™x]>e]Jcs27 | "8<xN—IDMt I <c™IETSIE«xsTIITApET )
38s@ls™x+4

137 13.8
115
IR d N Bk
10 -
9.9 9.4 9.9 10.2
7.8
m— 3N Y T — I>EN— ]« 5" 3¢™c™p”
SOURCEL "™“<™EIEU8S@»nc«c>™]| g8§N3+" g™+
Re—-"t»sltrlals ™A «||r33¢cs0l>ut]ead>7| I£>1 "Te™MIBtltlETslosl—«<™Ms | N«ljstYess
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Jfsla«xPMje—ctilrel2TsjA ™M «l>»s@lxTsll>pd«slrelxfsl«ls™Macs ]l
dgc™es8|g s ™" M|t c[TlxTs] "MUCMEIENUESE»c«e> ™| g8NALT g™
asls ™Mt |ssha«" A" ™Mol Tcltll>™Mzacjutsolxsl@s—"r+tens—¢It<€T1IM"8cxn
«ls™AMa' ] pa+fsad™ag"|+£tsI8MttlselxtTsSl«ls™MAaG5tclTlc™IxTs]C
AAEg«lsel «MEAE (> M[ATMQG | ¢(TMigiagat]|anhtg5«5 %8l £5]¢M[agA«s| ™g:
««xSTlopusl 2ol <l «u28—p«l>el «™Mts85«x7jSN2c™ME] NcxSEt«] >»s?]
TA8+£s2] [«™lttcalapu@»sgd'l4>™Mstts—s««"lxTcala«pnd@8—pcloc™« ™«
OuSlIErltTsSl«Tcot]e@, | ™My ™M7(TMtsag«t7jSNac™ME|O0S8r«ctal x> ™+,
>elxtslc™M]|agN«s|«™M]«™Mtgls«t|8Nts«' | #>Y%S»S8"[2TSl«a—>%0>Y™]c™
H™S“ 8->, "s™t"|25€5+Ts2|%cttIT<ETICMEANL G ™M|A™MQ|(™Migag«t|an:
<M—poc™ElxTsljua«c™s««l«s|E>2|A"™Mg| 2+ €ME€s]T>—0s2«'IIJTslqs«p
<M+ TSIjHe<™MsS««ll@s0<t18>8xe5—HIM"™MO|c™M[xtTSITOoUcc™E[§>8+e5—¢>
das«xl>eltTsl«s€"s™Mt«'|] Myxtsd||TA™MMg |+t At |-sro«lz>IM2soplt.
>elxtslals™MA2G [cwlxTSlIc™M|85N«s[¢<™]j>™Q]scS—0«lOpN2«<™E€]+xTsSIC3«
otcaltlYer@“«ltsl@soplsltfsIi»?r—puslr>elxtsl@s?hos 7>237«N—s8>2+e5—«
Yorglrelxtsltrxr—[1838Ctl—-«™g'|

JTsI8a CxtNjc—cxilrelxtTsIj" ™M «lc«ls¥8sltsolt>ljsIfOo»SsB«sS—¢ |Nees]|
——DbelxTs|jA ™M« ]85>0« <E™MCI*" ™Mt ]| H««cS«|«<™M|AE]-_S N«x]|>™MsS|ON

<M fs|AMECME |« «tS l<«ls¥8sltsolx>l08>81«2>7] ' |8§s@|s™+|A
Aspzl ' 18s2Is™x | At lct«l§s A [A—tt>p€tlctlasj>p™o«lr+l+Tsls™o
t>lxtsIA»s@N€slc™|8s|s™+]|;sM8«|3 ' I8s2ls™+ | <€udsl ' 4'|

There is a significant reduction in return on equitduring the first year of the scenario

(2023).

' S»S—>87"s™+|>e|Dstu@™|>™| Qu<tl [1>20<™Elx51xtTsIEx2s««IE
J>xN—| NTMECTMETE «xs™" 6

SOURCEL "™*“«™EIEN8S@»c«¢>™] g§rax"g™x!
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Most loan loss provisions in the stress scenarioeain the first year of the scenario (2023

PASA M I A2 » <> M [N INTETAES T >e[JoxN—] 8s0ct|A>3toe>—<>"]|
Els™"28¢>«[38s2|ls™+4

3.37
, 1.35
0 .
NesS—<«™g E+x2s««
B CaxlisMil—«« il 4 Esl>™ol @sNa]l—>««!3 4 Jt<q0ol¢shel—s>««l3
SOURCEL "™*“¢™MEIEN8S@»c«¢> ™| s8§Na+"g™ ¢+
«l<™M|8N«xtl«ls™NaH«"ll2s0ctl—>««S«lTr»slttsI—"r2€s«r]|sSees|t]>™
<M FTSIjA™MECTME |« «xsS™' I'"™MIA——|¢c™Mopu«ctdcs«"lxTsl@Nts]>ell2soct]
—««S«|N2s|8ac"Nac—; 851580501 —2SM0¢ OB <™MEIL£TSICA«t]gsNh2l>el:
+tsl 117888 M[T13 <€pdsl ' 4'] [1>80«c™ME-"I" M| N«|"S™x<¢>™Mg5Q|N]

>™MI TSI jA™MUCTME] «g«xS " Bal IN8cxN—18NE | AT™MQO| 88 CtNje—cxy | Mt A
>l 21Ts1828s» OGP« S« ™M OM™M["sHT50> > €L" <M TclTll2s0oct] —>««
ttassl¢gstha«lrelttslals™A" 4> ™Mg+Ts—S««"l2TSIA»S3NE€S]I 82> » <«
"18s?ls™Mx" Yot Tlcalwc™ =5 2T [ M[«ls™MAG«|[M8cs0l>pt]
A»SaNESI8ar»cwer> ™M« |8Mts|a8NT™MESO[e2>7| ' [§sB|s™+|+5] ' |§s2|s™ ']
ttsll>pd«slreltfsl«ls™Nac|+ts8slc«lMloc«8Mecteljstass™|xtslocx
ATMolxt Atl>elxtsll@soct]l—H>««s«'|IJTSITMNe™M]—s«aS«lc™]Etsl«ls™ANac
>elttsltsxr—4lraslopusltslztslirrfs?ljuac™s««]l §>8te>—<>[3xFs|+.
S¥Ul—poc™E€ll2soctlx>lxTslI>™M«r@@pulzc> ™M|A™MQglagN_|g«+tNESI<™O«;
l250<t18>28tes—>lcal>™M—g I Aj>putl 18s2Is™+13 <€pdsl ' 4" %t
antslre|l ' 18s8s™x|rnsalttsllpd«slrelttsl«ls™Mac13 <€pudsl ' 4
—H««l«™M]+Tsll>™M«rapultc>™M[A™Mg 83N |s«xNESI<™OU«t@s I«<™]L Tt
"18s@ls™Mzt'"lUctTlq8s«8sltltrl£fslItrpac™E€I8>8xes—H"| LTt ™M«
[2so<cxI8r8+er—r"|ct«|r»s@NrEs|«Tr8s|r>e|lxTsll@soct]l—>««l8ar»c«e> ™
§sals™+|3 <€pnsl ' 4]
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The share of housing credit within total losses Iswer than its share of the total credit

portfolio, while the share of business credit with total losses is higher than its share
within the total credit portfolio.
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There are high provision rates recorded in all segmts of the economy.
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7%
The increase in monthly payments on housing loans and its causes
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The average housing loan amount has risen signifiddy in the last two years

and reached a peak during the last quarter of 2022.
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During the past two years, the number of loans praled to relatively high-income

households (8th to 10th income deciles) has risemsificantly, apparently due to the
rise in housing prices.
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The initial payment is rising over the years in c@lation with the increase in the

average amount of the loan.
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longer period reduces the rate of principal amortization and as a result increases the

total interest payments throughout the lifespan of the loan.
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The macroeconomic variables that affect the monthlpayment rose significantly,

particularly during 2022.
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Starting in April 2022, there were increases in theterest rates in all of the loan tracks,
and particularly the variable nonindexed interestate track (which is primarily affected

by the Prime interest rate)
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Changes in the monthly payment
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The change in the monthly payment was more signiéiot for loans provided in 2021.
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With the removal of the Prime interest rate constrat at the beginning of 2021,

the mix of the average loan included a larger Primeterest rate component.
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The mix and amount of the loan affect on the variain in the change observed

in the monthly payment over time.
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The mortgage transparency reform
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The highest rate of change in the monthly paymentag observed in the 4th to 7th

income deciles but the trend was similar among aif the deciles.
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The variation in the rate of change in the monthlgayment between city classifications

is not particularly high and at its peak in 2021 mges from 20 percent to 23 percent.
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Appendix — The main tracks for housing loans in Israél
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Track Type of Type of Anchor Explanation
interest indexation
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>l

Model risk management
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>l
An assessment survey of climate risk management in the Israeli banking
system
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The Banking Supervision Department attributes great importance to the optimal
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active in this domain as part of its role to maintain the stability of the banking system.
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Credit risk

Market risk
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Risk management
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There are many challenges involved in climate risk management
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