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BANK OF ISRAEL
Office of the Spokesperson and Economic Information


July 27, 2014

Press Release

Debt Developments in the Economy, May-June 2014


Business sector debt increased by 0.7 percent to around NIS 786 billion in May. Household debt increased by about NIS 3.2 billion (0.8 percent) to around NIS 417 billion at the end of the month.

The business sector’s outstanding debt
· The total outstanding debt of the business sector increased by NIS 5.5 billion (0.7 percent) to around NIS 786 billion in May. The increase derived mostly from net raising of debt, the result of funds raised through tradable and nontradable bonds and non-bank loans, as well as from an increase of 0.1 percent in the Consumer Price Index and a depreciation of 0.3 percent in the shekel vis-à-vis the dollar, which increased the shekel value of both indexed and foreign currency-denominated debt.
· Following more than a year of decline in business sector debt, the trend has halted in the past two months (see Figure 1).
· In June, the business sector (excluding banks and insurance companies) issued about NIS 3.6 billion in bonds, all of which were tradable bonds. 
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Household debt
· Households’ outstanding debt increased by about NIS 3.2 billion (0.8 percent) to about NIS 417 billion in May. Of that, the balance of outstanding housing debt increased by about NIS 1.6 billion, to about NIS 293 billion at the end of May. 
· In June, there were about NIS 4.6 billion in new mortgages taken out.  The average since the beginning of the year is about NIS 4.3 billion per month.
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The cost of the debt
· In May, the interest rate spread in the unindexed track narrowed by about 0.04 percentage points, mainly as a result of a decline in interest rates on outstanding credit.
· In the CPI-indexed track, the spread between the interest rate on new bank credit granted and the interest rate on deposits narrowed in May by about 0.11 percentage points, mainly due to an increase in interest on deposits.
· In May, the spread between the yield on CPI-indexed corporate bonds—measured by the Tel Bond 60—and yields on CPI-indexed government bonds was 1.2 percentage points, virtually unchanged from the spread in the previous month.
· In June, the average interest rate on new CPI-indexed mortgages declined by around 0.07 percentage points. The interest rate on new unindexed mortgages declined by around 0.02 percentage points.
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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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Debt by Indexation (NIS billion)
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Table 3: Outstanding debt balances of households’

Bilion shekels, current prices, month-ends

Balance Rate of change
From Month over
beginningof  Last
2010 2011 2012 2013 | 3-14 414 514 year quarter’ _month
Total household debt* 3395 3632 3827 4097 | 4130 4139 4172 18% 17% 0.8%
According to sources:

{From banks: 2911 3176 3405 3690 | 3733 3744 3778 24% 20% 0.9%
Of which: For housing® 2000 2212 2427 2643 | 2674 2692 2711 26% 19% 0.7%
Of which: Not for housing 911 964 979 1047 | 1059 1051 1067 19% 24% 15%
From instituional investors: 51 59 65 73 74 75 77 47% 3.2% 19%
Of which: For housing’ 16 21 25 28 27 27 27 3.0% 18% 13%
Of which: Not for housing 36 38 41 45 a7 48 49 9.4% 6.2% 22%
From credit cards® 85 90 95 104 | 105 105 105 12% 0.4% 0.0%
Government (directed credit)” 347 308 261 230 [ 218 216 213 73% 40% 4%
Of which: For housing 31 276 234 206 | 196 194 191 73% 40% 4%

According to uses:
Total for housing 2326 2509 2686 2878 | 2897 2913 2929 18% 14% 0.6%
Total not for housing 1068 1124 1141 1219 | 1233 1226 1242 19% 22% 13%
Notes:

! Individuals, not businesses

Exchuding credit from foreigners, due to lack of data

* Credit under the responsibilty of credt card companies; Credit under the responsibilty or guarantee of banks is inciuded in bask data

n

Last three months

© Includes loans given with house as collateral. As of December 2010 - about NIS 20 billion.
7 Until August 2013, the data did not differentiate between mortgage-backed loans to households and mortgage-backed loans to the business sector.

Such segmentation began in August 2013, and the data were revised refroactively, so that part of the balance was reallocated to business sector deb.

Credit directed to those eligible for mortgage assistance is the majority of this figure, the remainder is credit to students
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Total housing credit from banks, according to indexation: New mortgage volume
Billion shekels, monthly figures
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Interest rate (percent

02114 | o314 | oana | o514

Cost of bank debt *

Average interest on unindexed bank credit 431 | 408 | 402 | 399
Interest on CPl-indexed bank credit granted during the month 245 | 231 | 225 | 223
Spreads (percentage points)

Spread between interest on credit and interest on unindexed deposits 348 | 341 | 33 | 33
Spread befween mierest recerved on credit and ierest paid on mdexed deposts during the

month 1.82 1.40 1.68 1.56
Spread between mdexed corporate bonds (Tel-Bond 60) and indexed government bonds

(average) 124 115 122 119

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

0314 | oana | osna | o064

Variable rate, unindexed sector 205 206 201 199
Fixed rate, CPL-indexed sector 240 235 223 216

1 The data regarding the unindexed sector is not available due to changes in banks report to the Bank of Israel
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Table 1

The composition of business sector debt

Balance (NIS billion) Change (percent)
122012 12201352014 | 32014 42014 52014 | 20122013 __“2014 | 32014 4201452014
1 Debt to banks * 4000 3861 3836 | 3848 3885 3886 19 35 06 02 10 00
2. negotiable bonds in Isracl 1635 1633 1634 | 1601 1614 1634 29 02 01 25 08 13
784 813 856 | 821 828 856 195 38 53 01 08 34
3. Non-negotiable bonds and nonbank loans|
4. Debt abroad 1527 477 1480 | 1488 W76 1480 79 a3 03 07 038 03
Total business sector debt 1946 1784 7857 | 7758 1802 7851 48 20 09 06 [ o1
Estimated Flow (NIS billion) Change (percent)
201220132014 | 32014 4201452014 | 201220132014 | 32014 42014 52014
1 Debt to banks * 63 09 24 10 35 00 a4 27 06 03 09 00
2. negotiable bonds in Isracl A4 00 07 | 39 09 20 03 00 04 24 06 12
62 28 13 04 00 24 95 35 16 05 00 29
3. Non-negotiable bonds and nonbank loans|
4. Debt issued abroad 80 109 00 | 08 04 00 57 14 00 04 03 00
Total business sector debt 75 28 30 | 34 40 44 003 04 04 05 [

" When comparing balances of deb to basiks, it should be taken into account that beginning in Jamuary 2011 new Bank Supervision directives referring to provisions
for impaired debts came into cffect.
|* From the beginning of the year.





