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Press Release

Debt Developments in the Economy, July–August 2015

Business sector debt remained virtually unchanged in July, at around NIS 812 billion. Household debt increased by about NIS 5.4 billion (1.2 percent) to around NIS 451 billion at the end of the month.

The business sector’s outstanding debt
· In July, business sector debt remained virtually unchanged at around NIS 812 billion, despite debt repayments totaling about NIS 2 billion in tradable and nontradable bonds in Israel and credit from abroad. These repayments were offset as a result of the net raising of debt through bank and nonbank loans and by the effect of the shekel’s depreciation against the dollar on 0.4 percent, which increased the shekel value of debt indexed to and denominated in foreign currency. 
· In August, the business sector (excluding banks and insurance companies) issued about NIS 1.9 billion in bonds, mostly in tradable bonds.  This is lower than the average issuance of the first seven months of the year (NIS 2.4 billion).
 
Table 1: The Composition of Business Sector Debt
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Figure 1: Rate of Change (Year on Year) in the Business Sector's Bank and Nonbank Debt
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Table 2: Debt by Indexation 
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Figure 2: Business Sector Bond Issuance   
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Household debt
· Households’ outstanding debt increased by about NIS 5.4 billion (1.2 percent) in July, to about NIS 451 billion. Of that, the balance of outstanding housing debt increased by about NIS 2.9 billion, to about NIS 314 billion. 
· In August, there was a small decline in new mortgages taken out, but the volume remained significant, with new mortgages totaling about NIS 6.2 billion, higher than the average since the beginning of the year, which is about NIS 5.5 billion (see Figure 3). 

Table 3: Outstanding Debt Balances of Households
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Figure 3 :Total Housing Credit from Banks, According to Indexation: New Mortgage Volume
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The cost of the debt
· In the CPI-indexed track, the spread between the interest rate on new bank credit granted and the interest rate on deposits narrowed by about 0.05 percentage points in July, compared with the previous month, due to a larger increase in the interest on marginal indexed deposits than the increase in interest on marginal indexed credit.
· In August, the average spread between the yield on CPI-indexed corporate bonds—measured by the Tel Bond 60—and the yields on CPI-indexed government bonds narrowed to about 1.5 percentage points. 
· In August, the average interest rate on new unindexed mortgages (variable-rate interest) increased by about 0.04 percentage points. The average interest rate on new CPI-indexed mortgages (fixed interest) also increased, by about 0.14 percentage points.

Table 4: The Cost of the Debt 
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Figure 4 : Spread between Indexed Corporate Bonds (Tel-Bond 60) and Indexed Government Bonds (monthly average) 
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Figure 5 : New Housing Loans from Banks – Interest Rates
 in the Unindexed Sector
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Figure 6 : New Housing Loans from Banks – Interest Rates 
in the CPI-indexed Sector
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For links to Data and Statistics on the Bank of Israel website:
http://www.boi.org.il/en/dataandstatistics/pages/default.aspx

http://www.boi.org.il/en/bankingsupervision/data/pages/tables.aspx?chapterid=13
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12-2013 12-2014 7-2015 5-2015 6-2015 7-2015 2013 2014  * 2015 5-2015 6-2015 7-2015

1. Debt to banks 

1

386 385 392 392 392 392 -1.6 -0.2 1.8 -0.4 -0.1 0.2

2. negotiable bonds in Israel 163 153 151 153 153 151 2.8 -6.2 -1.3 0.3 -0.4 -1.1

3. Non-negotiable bonds and nonbank 

loans

80 86 88 89 87 88 22.5 6.5 2.4 0.6 -2.4 0.8

4. Debt abroad 

2

169 189 181 185 180 181 7.6 12.1 -4.3 -0.1 -2.5 0.3

Total business sector debt

798 813 812 819 812 812 3.2 1.8 -0.1 -0.1 -0.9 0.0

2013 2014  * 2015 5-2015 6-2015 7-2015 2013 2014  * 2015 5-2015 6-2015 7-2015

1. Debt to banks 

1

-11.0 -5.3 7.3 -2.5 0.8 0.3 -2.8 -1.4 1.9 -0.6 0.2 0.1

2. negotiable bonds in Israel 0.0 -5.7 -1.7 -0.2 -0.8 -2.0 0.0 -3.5 -1.1 -0.1 -0.5 -1.3

3. Non-negotiable bonds and nonbank 

loans

0.8 4.9 1.7 0.2 -2.2 0.6 1.1 6.0 2.0 0.2 -2.4 0.7

4. Debt issued abroad  15.4 -3.7 -2.3 -1.0 0.3 -0.1 9.8 -2.2 -1.2 -0.5 0.2 -0.1

Total business sector debt

5.2 -9.7 4.9 -3.4 -1.8 -1.2 0.7 -1.2 0.6 -0.4 -0.2 -0.1

1

 When comparing balances of debt to banks, it should be taken into account that beginning in January 2011 new Bank Supervision directives referring to provisions

2 

The reported balance of credit from nonresidents to the business sector is based on reports by Israeli companies. 

Estimated Flow(NIS billion(  Change (percent)

Balance (NIS billion) Change (percent)

 for impaired debts came into effect.
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7/2015 CPI indexedForeign CurrencyUnindexed Total CPI indexedForeign CurrencyUnindexed

   Business sector 238 226 348 812 29% 28% 43%

       Of which: to banks 46 44 302 392 12% 11% 77%

       Of which: to non-banks 192 182 46 420 46% 43% 11%

   Households' debt 168 5 278 451 37% 1% 62%

       Of which: to banks 143 5 265 413 35% 1% 64%

       Of which: to non-banks 25 0 13 38 66% 0% 33%

   Of which: Loans for Housing 160 5 150 314 51% 1% 48%

%

Borrowers

Debt by Indexation (NIS billion)
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Outstanding debt balances of households’
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Cost of debt spreads

04/15 05/15 06/15 07/15

Cost of bank debt

Average interest on unindexed bank credit 3.45  3.44  3.48 

Interest on CPI-indexed bank credit granted during the month 2.08  1.92 1.99 2.08

Spreads (percentage points)

Spread between interest on credit and interest on unindexed deposits 3.20  3.20  3.24 

Spread between interest received on credit and interest paid on indexed deposits during 

the month 1.12  1.28  1.37  1.32

Spread between indexed corporate bonds (Tel-Bond 60) and indexed government bonds  1.63  1.51  1.64  1.55

Housing loans granted during the month by banks – Average Interest rates

05/15 06/15 07/15 08/15

Variable rate, unindexed sector 1.24  1.30 1.36 1.40

Fixed rate, CPI-indexed sector 2.04  2.05 2.23 2.37

Interest rate (percent)
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