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Summary of discussion held by the Bank of 1srael Monetary Committee on
October 26, 2014 regarding the cancellation of the reserve requirement on
foreign exchange derivatives

Background

In January 2011, the Bank of Israel imposed a 10ep¢ reserve requirement on the
banking system for foreign exchange derivative da@tions with nonresidents. This
requirement was adopted at the time as a macroptiatleneasure in response to the
sharp increase in short-term foreign exchange atvir activity by nonresidents, and
the high volume of their holdings in thaakam market.

Since January 2011, the Bank of Israel has cawigda yearly assessment of the
necessity of this measure.

Main points raised in the discussion

- The very low level of the Bank of Israel intereater means that the effective
cost of the reserve requirement is low in any case.

- This measure will act to support the banking systgmor to the
implementation of the Basel Il liquidity provisisrat the beginning of 2015
by preventing the duplication of the reserve rezmuent, and will add
additional liquid assets to the system that will leeognized for Basel IlI
purposes.

- It was noted that should the Monetary Committed fimnecessary, it will be
possible to reimpose the reserve requirement, shee@perational systems at
the Bank of Israel and in the banking system aepamed for it.

Decision of the Monetary Committee

Pursuant to Section 38(b) of the Bank of Israel L&¥70-2010, the Monetary
Committee approves the decision of the Governaratacel the reserve requirement
on swap and forward transactions with nonresidents.
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