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APPENDIX 1

TABLES

Table 3 | Total balance sheet of the Israeli banking system?!, 2020-22

Assets
Cash and deposits at banks
Of which:
Cash?
Deposits at commercial banks
Securities

Of which:

Securities provided as collateral to
lenders

At fair value

Securities borrowed or bought under
reverse repurchase agreements

Credit to the public
Allowance for credit losses

Net credit to the public
Of which:

Unindexed local currency
Local currency indexed to the CPI

Indexed to or denominated in
foreign currency

Of which:
In dollars
Nonmonetary items
Credit to governments

Investments in subsidiary and
affiliated companies

Premises and equipment
Intangible assets

Assets in respect of derivative
instruments

Other assets
Total assets
Liabilities and equity
Deposits of the public
Of which:
Unindexed local currency
Local currency indexed to the CPI

Indexed to or denominated in
foreign currency

In current prices

2020

465,351

443,737
21,614
237,824

33,271

210,306
4,672

1,152,361
19,097
1,133,263

823,399
190,326
116,597

92,174
2,941
7,567
2,366

12,117
690
42,983

25,590
1,932,424

1,545,972

1,124,650
48,515
369,062

2021

(NIS million)

602,506

577,796
24,711
232,798

51,622

202,759
7,084

1,309,284
15,950
1,293,334

951,048
208,993
128,479

104,385
4,814
6,861
3,210

12,523
685
37,899

23,002
2,219,901

1,797,073

1,289,478
55,583
445975

2022

539,869

504,372
35,498
267,341

64,063

213,954
5,116

1,470,048
17,970
1,452,079

1,085,637
229,319
127,063

95,204
10,059
7,049
7,445

12,756
657
68,510

23,606
2,384,427

1,909,015

1,379,953
54,905
461,621

Rate of Rate of
change change
during 2021 during 2022
(Percent)  (Percent)
29.5 -10.4
30.2 -12.7
14.3 43.7
-2.1 14.8
55.2 24.1
-3.6 5.5
51.6 -27.8
13.6 12.3
-16.5 12.7
141 12.3
15.5 14.2
9.8 9.7
10.2 -1.1
13.2 -8.8
63.7 109.0
9.3 2.7
35.7 131.9
3.3 1.9
-0.7 -4.1
-11.8 80.8
-10.1 2.6
14.9 7.4
16.2 6.2
14.7 7.0
14.6 -1.2
20.8 3.5

Distribution
2020 2021 2022
(Percent)

24.1 27.1 22.6
95.4 95.9 93.4
4.6 4.1 6.6
12.3 10.5 11.2
14.0 22.2 24.0
88.4 87.1 80.0
0.2 0.3 0.2
59.6 59.0 61.7
1.0 0.7 0.8
58.6 58.3 60.9
T2.7 73.5 74.8
16.8 16.2 15.8
10.3 9.9 8.8
79.1 81.2 74.9
0.3 0.4 0.7
0.4 0.3 0.3
0.1 0.1 0.3
0.6 0.6 0.5
0.0 0.0 0.0
2.2 1.7 29
1.3 1.0 1.0
100 100 100
80.0 81.0 80.1
T2.7 71.8 72.3
3.1 3.1 2.9
23.9 24.8 24.2
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Table 3 (cont.) | Total balance sheet of the Israeli banking systema, 2020-22

In current prices Rate of Rate of Distribution
change change
2020 2021 2022 during 2021 during 2022 2020 2021 2022
(NIS million) (Percent)  (Percent) (Percent)

Of which:In dollars

Deposits from banks 41,774 61,948 58,536 48.3 -5.5 2.2 2.8 2.5

Deposits from governments 1,842 2,439 3,910 32.4 60.3 0.1 0.1 0.2
Securities lent or sold under 772 5,708 21,568 639.4 277.9 0.0 0.3 0.9
repurchase agreements
Bonds and subordinated notes 89,555 100,093 107,693 11.8 7.6 4.6 4.5 4.5
Liabilities in respect of derivative 49,306 42,019 59,248 -14.8 41.0 2.6 1.9 2.5
instruments
Other liabilities 75,279 70,382 65,875 -6.5 -6.4 3.9 3.2 2.8
Of which:
A[lowance for Credit losses in 1,752 1,729 2,166 -1.3 25.2 2.3 2.5 3.3
respect of off-balance-sheet credit
instruments
Total liabilities 1,804,499 2,079,661 2,225,844 15.2 7.0 93.4 937 933
Minority interest 2,261 2,512 2,203 111 -12.3 0.1 0.1 0.1
Shareholders equity 116,866 137,728 136,601 179 -0.8 6.0 6.2 5.7
Total equity 127,925 140240 158,583 9.6 13.1 6.6 6.3 6.7
Total liabilities and equity 1,932,424 2,219,901 2,384,427 14.9 7.4 100 100 100

' 0n a consolidated basis.
2 Including deposits at the Bank of Israel.

SOURCE: Based on published financial statements.
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Table 5 | Transactions in off-balance-sheet financial instruments where the par value reflects credit risk,

total banking system, 2020-22

End of year balance

2020 2021
(NIS million)

Documentary credit 3,634 5,590
Credit guarantees 17,163 19,485
Guarantees for home purchases 68,026 96,993
Other guarantees and liabilities 37,317 78,937
Unutilized credit card facilities 83,675 73,949
Unutilized CLA and other credit 108,822 104,494
facilities in demand accounts

Irrevocable commitments to 145,390 190,181

provide credit that has not yet
been extended

Commitments to issue 68,327 77,121

guarantees

Total 562,354 646,749

SOURCE: Based on published financial statements.

2022

5,216
22,671
118,536
98,651
81,419
92,514

165,463

78,582

663,052

374

Rate of
change
during

Rate of Distribution

change

during 2020 2021 2022

2021 2022

(percent) (percent)
53.8 -6.7 0.6 0.9 0.8
13.5 16.4 3.1 3.0 3.4
42.6 22.2 121 15.0 179
17.3 25.0 12.0 12.2 14.9
-11.6 10.1 14.9 11.4 12.3
-4.0 -11.5 19.4 16.2 14.0
30.8 -13.0 259 29.4 25.0
12.9 1.9 12.2 11.9 11.9
15.0 25 100.0 100.0 100.0
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Table 7 | The effect of quantity* and price? on interest income and expenses, total banking system,

2020-2022 (change compared with the same period the year before, NIS million)

Credit to the public (assets)
/ deposits of the public
(liablities) in Israel

Credit to the public (assets)
/ deposits of the public
(liabilities) abroad

Total credit to the public /
deposits of the public

Other interest-bearing
assets / liabilities in Israel

Other interest-bearing
assets / liabilities abroad

Total other interest-
bearing assets / liabilities

Total interest income /
expenses

Credit to the public (assets)
/ deposits of the public
(liablities) in Israel

Credit to the public (assets)
/ deposits of the public
(liabilities) abroad

Total credit to the public /
deposits of the public

Other interest-bearing
assets / liabilities in Israel

Other interest-bearing
assets / liabilities abroad

Total other interest-
bearing assets / liabilities

Total interest income /
expenses

2022
Quantity effect Price effect Net change
Assets Liabilities Net Assets  Liabilities Net Assets Liabilities  Contribution
side side quantity side side quantity side side to net

effect effect interest

income
8,362 2,125 6,238 10,454 9,104 1,350 18,816 11,229 7,587
-178 51 -229 738 492 246 560 543 17
8,184 2,176 6,009 11,192 9,596 1,596 19,376 11,772 7,604
629 1,198 -569 6,441 1,380 5,060 7,070 2,578 4,492
-70 4 -14 419 7 412 349 11 338
559 1,202 -643 6,860 1,387 5472 7,419 2,589 4,830
8,744 3,378 5,366 18,052 10,984 7,068 26,795 14,361 12,434

2021
Quantity effect Price effect Net change
Assets Liabilities Net Assets  Liabilities Net Assets Liabilities  Contribution
side side quantity side side quantity side side to net

effect effect interest

income
3,928 451 3,477 3,323 120 3,443 7,250 331 6,919
22 4 18 -190 -366 176 -168 -362 194
3,950 455 3,495 3,133 -486 3,619 7,082 &l 7,113
563 492 71 -667 1,128 -1,795 -104 1,620 -1,724
33 -11 44 -178 -24 -154 -145 -35 -110
596 481 115 -845 1,104 -1,949 -249 1,585 -1,834
4,546 936 3,610 2,288 618 1,670 6,833 1,554 5,280

1 The quantity effect is calculated as the change in the balance-sheet balance (current year versus previous year) multiplied by the
price during the current period, divided by 1000.
2 The price effect is calculated as the change in price (current year versus previous year) multiplied by the balance-sheet balance for
the same period in the previous year, divided by 1,000.

SOURCE: Banking Supervision Department based on published financial statements.
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Table 8 | Average balances, interest income and expense rates, and interest rate gap in respect of assets

and liabilities, total banking system, December 2021 and December 2022
(NIS million, percent, in annual terms)

Credit to the public
Deposits at banks

Deposits at central
banks

Bonds

Other assets?

Total interest-bearing
assets

Net yield on interest-
bearing assets (net
interest margin)?

Credit to the public
Deposits at banks

Deposits at central
banks

Bonds

Other assets?

Total interest-bearing
assets

Net yield on interest-
bearing assets (net
interest margin)?

Average
yearly
balance
(NIS million)
1,347,517
34,490

447 411

238,771
14,907
2,083,095

2,083,095

Average
yearly
balance (NIS
million)
1,168,356
23,681

437,999

218,664
16,645
1,865,345

1,865,345

Assets

Interest Income
income rate (%)
(NIS

million)
61,694 4.58
418 1.21
5,429 1.21
4,077 1.71
360 241
71,978 3.46
50,009 2.40
Assets
Interest Income
income rate (%)
(NIS
million)
42,318 3.62
120 0.51
434 0.10
2,127 0.97
184 111
45,183 2.42
37,575 2.01

2022
Average
yearly
balance
(NIS million)
Deposits of the public 1,207,084
Deposits from banks 26,450
Deposits from central 35,046
banks
Bonds 103,460
Other liabilities* 17,385
Total interest-bearing 1,389,425
liabilities
2021
Average
yearly
balance (NIS
million)
Deposits of the public 1,048,024
Deposits from banks 22,687
Deposits from central 29,464
banks
Bonds 85,962
Other liabilities' 4,968
Total interest-bearing 1,191,105

liabilities

Liabilities
Interest  Expense
expenses rate (%)
(NIS
million)
-16,174 -1.34
-162 -0.61
21 -0.06
5220  -5.05
-391 -2.25
-21,969 -1.58
Liabilities
Interest  Expense

expenses rate (%)
(NIS

million)
-4,403 -0.42
-50 -0.22
-18 -0.06
-3,101 -3.61
-36 -0.72
-7,608 -0.64

Interest
rate

gap
3.24
0.60
1.15

-3.34
0.17
1.87

Interest
rate

gap
3.20
0.29
0.04

-2.63
0.38
1.78

L Other liabilities and assets also include credit to the government and government deposits, and securities loaned or borrowed in
repurchase agreements, among other things.

2 The net interest margin is the ratio between net interest income and total interest-bearing assets. The margin is shown in percent.

SOURCE: Banking Supervision Department based on published financial statements.
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Table 9 | Unit output cost! and efficiency ratio? of the total banking system?, 2018-22 (percent)

Year Leumi Hapoalim  Mizrahi- Discount First Inter- Bank of Total
Tefahot*® national  Jerusalem banking system
Unit output cost 2018 1.83 1.96 1.76 2.67 2.09 3.01 1.99
2019 1.70 1.90 1.50 2.52 1.93 2.97 1.88
2020 1.38 1.50 1.35 241 1.66 2.79 1.60
2021 1.23 132 1.48 218 >4 1.52 2.85 1.48
2022 1.01 1.22 1.50 2.03 1.46 2.74 1.37
Efficiency ratio 2018 60.6 65.1 63.6 68.2 68.4 72.4 64.5
2019 56.8 66.4 54.6 65.2 64.4 70.0 61.5
2020 53.8 56.9 53.9 67.5 61.8 69.1 58.3
2021 46.8 54.2 54.0 65.4 58.3 73.5 54.7
2022 375 44.5 45.2 55.8 50.9 59.8 45.6

1 The ratio between total operating and other expenses and the average balance of assets (average cost).

2 The ratio between total operating and other expenses and total net interest and noninterest income (cost-to-income).

3 Data for the Hapoalim group do not include the Isracard group. From 2019, data for the Leumi group do not include the Leumi Card
group.

4 The merger with Union Bank in the fourth quarter of 2020 biased the unit output cost for 2020 downward.

5 Starting with the annual report for 2020, data on the Mizrahi-Tefahot group include Union Bank.

SOURCE: Based on published financial statements.

380



APPENDIX 1 TABLES

Table 10 | Expenses in Respect of Employees?, Total Banking System, 2003-22

(reported amounts?, current prices)

Average Salaries Related expenses in respect of Salaries and related expenses
number of employees*
employee
Year posts? Total Per employee post Total Per employee post Total Per employee post
(NIS million)  (NIS thousand) (NIS million)  (NIS thousand) (NIS million)  (NIS thousand)
2003 38,427 7,260 189 3,566 93 10,826 282
2004 38,170 7,898 207 3,681 96 11,579 303
2005 40,029 8,595 215 4283 107 12,878 322
2006 42,200 9,561 227 5,354 127 14,915 353
2007 44286 9,798 221 4,718 107 14,516 328
2008 46,628 9,015 193 5,705 122 14,720 316
2009 47,097 9,640 205 4,378 93 14,018 298
2010 47,818 10,336 216 5,280 110 15,616 327
2011 48,344 10,717 222 5,814 120 16,531 342
2012 48,010 10,872 226 6,389 133 17,261 360
2013 47,577 11,336 238 6,363 134 17,699 372
2014 46,889 11,042 235 7,286 155 18,328 391
2015 47,648 11,964 251 4,966 104 16,929 355
2016 45,810 11,255 246 5,211 114 16,466 359
2017 43,138 11,244 261 5,283 122 16,526 383
2018 40,866 11,474 281 4,928 121 16,402 401
2019 39,793 11,037 277 5,081 128 16,118 405
2020 37,696 10,124 269 5,056 134 15,181 403
2021 37,107 11,932 322 5,455 147 17,387 469
2022 36,800 12,410 337 5,411 147 17,821 484
Change from previous year (percent)
2004 -0.7 8.8 9.5 3.2 3.9 7.0 7.7
2005 4.9 8.8 3.8 16.4 11.0 11.2 6.1
2006 5.4 11.2 5.5 25.0 18.6 15.8 9.9
2007 4.9 2.5 -2.3 -11.9 -16.0 -2.7 -7.3
2008 5.3 -8.0 -12.6 20.9 14.8 14 -3.7
2009 1.0 6.9 5.9 -23.3 -24.0 -4.8 -5.7
2010 1.5 7.2 5.6 20.6 18.8 114 9.7
2011 11 3.7 2.6 10.1 8.9 5.9 4.7
2012 -0.7 1.4 2.2 9.9 10.7 4.4 5.1
2013 -0.9 4.3 5.2 -0.4 0.5 2.5 3.5
2014 -1.4 -2.6 -1.2 14.5 16.2 3.6 5.1
2015 1.6 8.3 6.6 -31.8 -32.9 -71.6 9.1
2016 -3.9 -5.9 2.1 4.9 9.1 -2.7 1.2
2017 -5.8 -0.1 6.1 1.4 7.7 0.4 6.6
2018 -5.3 2.0 1.7 -6.7 -1.5 -0.8 4.8
2019 -2.6 -3.8 -1.2 3.1 5.9 -1.7 0.9
2020 -5.3 -8.3 -3.2 -0.5 5.0 -5.8 -0.6
2021 -1.4 17.9 19.7 7.9 0 14.5 16.4
2022 -1.1 4.0 49 -0.8 0 2.5 3.3

1 Beginning in 2017, the data do not include the Isracard group, and include a reclassification of expenses in respect of pension and benefits after
the end of employment in accordance with the circular published by the Banking Supervision Department in January 2018 on "Improvement of the
presentation of expenses in respect of pension and other benefits upon completion of employment." Beginningin 2018, the data do notinclude Leumi Card.
2 Until 2002, the amounts are adjusted for the effect of inflation based on the CPI reading for December 2003.

3 The number of employee posts includes employee posts at subsidiary companies abroad and at consolidated companies, as well as a translation of
the cost of overtime and budgets for outside manpower required for adjustment of current manpower and and implementation of projects.

4 This item mainly includes severance pay, benefits, advanced training funds, pension, vacation, National Insurance payments and payroll tax, other
related expenses, voluntary retirement expenses, and benefits due to the allocation of options to employees.

SOURCE: Based on published financial statements.
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Table 11 | Number of employee posts and expenses by annual wage level,* total banking system,?

2021 and 2022

Annual wage level of active
employees at offices in Israel (NIS
thousand)

Up to 60
60-120
120-240
240-360
360-600
600-1,000
Above 1,000

Wage and associated payment
components attributed to active
employees at offices in Israel

of which: Expenses for
manpower workers, annual wage
levels (NIS thousand)

Up to 120
Above 120

Wage and associated payment
components not attributed to
active employees at offices in Israel

Bank employees at offices abroad

Wage expenses capitalized to
assets

Total

2021 2022 Rate of change
from 2020 to 2021
(percent)
Number of Salaries Number of Salaries Number of Salaries
employee and related employee and related employee and
posts expenses posts expenses posts related
(NIS thousand) (NIS thousand) expenses
10 278 11 620 19.3 123.0
1,733 167,694 1,376 146,875 -20.6 -12.4
9,011 1,743,135 9,092 1,766,006 0.9 1.3
10,480 3,147,354 10,569 3,224,423 0.8 2.4
12,016 5,540,757 12,288 5,532,064 2.3 -0.2
3,585 2,596,917 3,843 2,817,365 7.2 8.5
629 906,381 655 1,005,084 4.2 10.9
37,463 14,102,516 37,835 14,492,435 1.0 2.8
2,139 872,590 2,027 886,127 -25.7 1.6
253 28,736 188 20,392 -2.5 -29.0
1,886 843,854 1,839 865,735 -5.2 2.6
3,221,236 3,333,218
1,573 1,104,907 1,201 1,172,815 -28.3 6.1
-1,699 -861,051 -2,001 -981,905 17.8 14.0
37,337 17,567,608 37,035 18,016,563 -1.0 2.6

1 The number of employee posts is reported on the basis of the monthly average, as reported in the published annual financial statements.
2 Total system, including foreign banks operating in Israel.

SOURCE: Based on reports to the Banking Supervision Department.
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APPENDIX 1 TABLES

Table 14 | Main capital indices, December 2017 to December 2022

Year Leumi Hapoalim Discount Mizrahi-Tefahot FirstiInt'l. B.of Jerusalem Total banking system
Tier 1 Capital 2017 1143 11.26 10.00 10.20 10.38 10.16 10.90
Ratio
2018 11.07 11.16 10.24 10.01 10.51 10.46 10.79
2019 11.88 11.53 10.31 10.14 10.81 10.40 11.15
2020 11.87 11.52 10.20 10.04 11.18 10.48 11.11
2021 11.50 10.96 10.14 10.04 11.46 10.71 10.86
2022 11.46 11.25 10.25 9.94 10.42 10.47 10.85
Ratio of credit 2017 0.56 0.58 0.58 0.50 0.48 0.51 0.55
risk assets to
total exposure 2018 0.58 0.60 0.59 0.50 0.50 0.53 0.57
2019 0.56 0.60 0.59 0.51 0.49 0.54 0.57
2020 0.51 0.54 0.55 0.48 0.43 0.54 0.51
2021 0.49 0.51 0.53 0.48 0.43 0.53 0.49
2022 0.51 0.52 0.55 0.51 0.46 0.55 0.52
Leverage ratio 2017 6.94 7.37 6.81 5.48 5.50 5.71 6.67
2018 7.05 7.51 6.90 5.42 5.76 6.17 6.76
2019 7.35 7.61 6.87 5.55 5.81 6.23 6.91
2020 6.57 6.78 6.28 5.19 5.29 6.30 6.22
2021 6.06 6.03 5.98 5.18 5.34 6.29 5.83
2022 6.36 6.34 6.15 5.42 5.19 6.35 6.06
Ratio of 2017 7.44 7.92 7.26 5.98 5.93 6.18 7.15
equity to total
gsslz?sce'She‘Et 2018 7.85 8.17 7.39 597 6.27 6.73 7.42
2019 7.65 8.24 7.39 6.15 6.32 6.72 7.40
2020 6.85 7.39 6.71 5.46 5.68 6.71 6.62
2021 6.41 6.69 6.61 5.54 5.78 6.69 6.32
2022 7.07 6.99 6.76 5.81 5.63 6.64 6.65

SOURCE: Based on published financial statements and reports to the Banking Supervision Department.
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APPENDIX 1

Table 18 | Indices of credit portfolio quality of the total banking system, 2018-22 (percent)

TABLES

Loan loss provision as a share of
total balance-sheet credit to the
public

Net write-offs as a share of total
balance-sheet credit to the public

Allowance for credit losses as a
share of total balance-sheet credit
to the public

Problematic loans as a share of
total balance-sheet credit to the
public

Impaired loans and nonimpaired
loans 90 days or more past due
as a share of total balance-sheet
credit to the public?

Allowance for credit losses as

a share of impaired loans and
nonimpaired loans more than 90
days past due!

Nonperformance-rated credit as a
share of total credit risk?

Year

2018
2019
2020
2021
2022

2018
2019
2020
2021
2022

2018
2019
2020
2021
2022

2018
2019
2020
2021
2022

2018
2019
2020
2021
2022

2018
2019
2020
2021
2022

2019
2020
2021
2022

Leumi

0.18
0.21
0.85
-0.23
0.12

0.09
0.23
0.18
-0.03
0.07

1.24
1.16
1.76
1.30
1.28

2.45
1.96
2.87
1.87
1.54

1.25
1.10
1.43
1.04
0.51

112.66
118.36
132.93
138.13
280.94

2.35
4.65
2,77
2.01

Hapoalim Mizrahi-
Tefahot

0.21 0.16
0.43 0.18
0.63 0.42
-0.34 -0.10
-0.02 0.17
0.19 0.11
0.12 0.11
0.09 0.11
-0.06 0.05
-0.02 0.09
1.31 0.80
1.58 0.82
2.00 0.98
1.43 0.77
1.40 0.93
2.30 1.52
3.06 1.78
3.41 1.50
2.26 1.25
1.63 1.27
1.04 1.21
1.61 1.34
1.28 1.13
1.00 0.95
0.89 0.87
144.84 70.44
109.69 65.46
175.97 95.25
165.07 92.38
183.33 115.39
4.34 4.20
6.46 5.76
4.46 4.44
3.96 3.41

Discount

0.32
0.38
0.89
-0.32
0.17

0.25
0.22
0.19
0.03
0.10

1.36
1.38
1.95
1.41
131

2.23
2.56
3.90
2.85
2.74

0.87
0.90
0.96
0.69
0.67

168.97
166.59
220.60
218.10
222.08

2.08
3.09
221
243

Total banking

0.22
0.29
0.68
-0.25
0.10

0.17
0.17
0.13
-0.01
0.05

1.18
1.24
1.66
1.22
1.22

2.19
2.32
2.79
1.99
1.67

1.09
1.24
119
0.92
0.71

119.56
111.27
158.12
146.76
191.99

341
4.98
3.62

First Bank of
International Jerusalem system
0.19 0.35
0.16 0.34
0.50 0.92
-0.21 -0.48
0.10 0.55
0.16 0.36
0.09 0.24
0.10 0.21
-0.01 0.15
0.02 0.17
1.02 1.01
1.05 1.04
1.38 1.73
1.05 0.93
1.02 1.13
1.89 1.85
1.86 1.63
2.16 2.62
1.68 1.20
1.15 1.16
0.78 1.61
1.01 1.50
0.80 1.29
0.67 1.14
0.48 1.02
141.00 64.57
109.79 70.96
183.94 135.57
167.63 84.07
232.21 111.55
3.96 2.82
3.90 3.57
3.46 1.95
2.77 2.22

3.03

1 As of January 2022, Israeli banks implement the Current Expected Credit Losses (CECL) methodology for estimating allowances
for credit losses, a forward-looking methodology in which the credit classification has been changed from impaired credit to
nonaccumulating credit. The index readings prior to 2022 are based on an estimate of nonaccumulating credit.

2 Credit for which the rating on the statement date is consistence with a credit rating for providing new credit in accordance with the
bank's policy. In other words, credit issued in the past that was not issued in accordance with current terms.

SOURCE: Based on published financial statements.
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Table 19 | Credit quality™? by principal segments, total banking system, December 2018-2022 (percent)

Year Leumi Hapoalim Discount Mizrahi- First Bank of  Total banking
Tefahot International Jerusalem system

Commercial credit

Weight of commercial credit 2018 59.01 56.52 61.94 25.10 47.04 14.08 50.73
2019 60.65 56.86 61.23 24.34 46.81 17.07 51.13
2020 61.22 56.71 61.38 27.10 46.16 17.91 51.08
2021 62.09 58.09 60.46 26.66 46.31 15.54 51.66
2022 61.48 58.60 59.30 28.02 49.63 20.80 51.94
Loan loss provisions as a share of total 2018 0.15 0.07 0.17 0.33 0.25 -0.01 0.16
commercial credit 2019 026 0.62 031 044 0.16 0.13 0.39
2020 1.14 0.68 1.00 0.94 0.81 0.29 0.93
2021 -0.29 -0.27 -0.41 -0.12 -0.45 0.04 -0.30
2022 0.10 -0.08 0.13 0.39 0.14 0.43 0.09
Nonaccumulating or accumulating credit 2018 1.35 1.17 0.94 2.01 0.92 0.35 1.26
90 days or more past due as a share of
total commercial credit” 2019 116 2.13 100 230 135 0.21 1.54
2020 1.78 1.67 1.20 2.14 0.97 0.32 161
2021 1.23 131 0.96 1.54 0.74 0.40 1.20
2022 0.48 1.17 0.88 1.45 0.53 0.66 0.88
Loan loss allowance as ashare of total 2018  119.96 158.57 164.89 77.53 146.49 150.00 130.43
impaired commercial credit 2019 12879  111.06 16219  74.76 10554  265.79 118.51
2020 130.73 175.79 199.08  96.11 214.36 222.22 153.28
2021 141.54 174.41 180.21  111.64 191.43 156.00 156.55
2022 381.69 186.44 197.27 133.91 262.70 101.03 215.56
Housing credit
Weight of housing credit 2018 28.47 28.41 19.71 64.83 28.56 74.97 34.50
2019 29.54 30.14 20.31 65.69 28.80 T1.17 35.44
2020 30.07 32.29 22.16 63.15 30.72 71.73 36.91
2021 29.85 32.18 24.95 64.26 31.55 74.68 37.42
2022 30.72 32.49 26.74 63.42 30.28 68.35 37.77
Loan loss provisions as a share of total 2018 0.04 0.04 0.07 0.03 0.02 0.03 0.04
housing credit 2019  0.03 0.03 007  0.03 0.01 -0.04 0.03
2020 0.19 0.32 0.16 0.18 0.14 0.13 0.21
2021 -0.14 -0.20 0.01 -0.08 -0.02 -0.01 -0.10
2022 0.09 0.06 0.10 0.05 0.07 0.09 0.07

1 Including credit in respect of borrowers' activity in Israel and abroad.
2 In annual terms.

3 Asof January 2022, Israeli banks implement the Current Expected Credit Losses (CECL) methodology for estimating allowances
for credit losses, a forward-looking methodology in which the credit classification has been changed from impaired credit to
nonaccumulating credit. The index readings prior to 2022 are based on an estimate of nonaccumulating credit.

SOURCE: Banking Supervision Department based on published financial statements.
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Table 19 (cont.) | Credit quality*? by principal segments, total banking system, December 2018-2022 (percent)

Year Leumi Hapoalim Discount Mizrahi- First Bank of  Total banking
Tefahot International Jerusalem system
Nonaccumulating or accumulating 2018 1.07 0.78 0.95 1.03 0.79 1.88 0.97
credit90 daysormore pastdueasa 5919 g9 0.78 096 113 0.77 1.88 0.99
share of total housing creditc
2020 0.83 0.63 0.74 0.81 0.68 1.64 0.77
2021 0.61 0.50 0.51 0.74 0.66 1.35 0.64
2022 0.47 0.45 0.35 0.68 0.41 1.19 0.53
Loan loss allowance as a share of total 2018 55.57 67.09 60.32 49.16 62.30 32.13 55.47
gﬁzs"‘g credito0daysormorepast 5519 5637 6417 5864  43.99 61.73 3238 53.43
2020 85.25 120.89 82.17 74.00 85.42 43.86 85.77
2021 T7.74 93.67 95.20 61.85 75.00 45.33 74.06
2022 74.96 90.73 124.45 67.87 104.14 42.24 78.81
Other private credit
Weight of other private credit 2018 12.52 15.07 18.35 10.08 24.40 10.96 14.78
2019 9.81 13.00 18.46 9.98 24.39 11.76 13.43
2020 8.71 11.00 16.46 9.75 23.13 10.37 12.01
2021 8.06 9.73 14.59 9.08 22.14 9.78 10.92
2022 7.81 8.91 13.96 8.55 20.09 10.85 10.29
Loan loss provisions as a share of total 2018 0.65 1.06 111 0.54 0.30 2.95 0.84
other private credit 2019 0.48 0.49 092 049 0.32 2.99 0.62
2020 1.03 1.32 143 0.56 0.36 7.51 1.06
2021 -0.16 -1.22 -0.55 -0.23 0.01 -4.94 -0.53
2022 0.37 0.11 0.48 0.37 0.07 3.68 0.32
Nonaccumulating or accumulating 2018 118 1.06 0.54 0.38 0.48 1.36 0.81
credit90daysormorepastdueasa 5919 105 1.22 051 038 0.66 1.09 0.81
share of total housing creditc
2020 1.04 1.12 0.35 0.35 0.65 0.57 0.72
2021 0.92 0.81 0.38 0.32 0.56 0.68 0.61
2022 0.87 0.74 0.36 0.37 0.46 0.65 0.57
Loan loss allowance as a share of total 2018  189.44 194.83 395.78  341.56 271.00 342.95 238.43
impaired other private credit and 2019 22121 16562  416.86 345.57 19231 41957 242.93
private credit 90 days or more past due
2020 290.11 267.19 886.49 395.35 230.43 1862.12 358.79
2021  281.78 218.12 633.61 317.50 256.69 606.17 312.33
2022 275.19 352.85 651.59 517.17 315.60 927.72 392.93

! Including credit in respect of borrowers' activity in Israel and abroad.
2 |n annual terms.

3 As of January 2022, Israeli banks implement the Current Expected Credit Losses (CECL) methodology for estimating allowances
for credit losses, a forward-looking methodology in which the credit classification has been changed from impaired credit to
nonaccumulating credit. The index readings prior to 2022 are based on an estimate of nonaccumulating credit.

SOURCE: Banking Supervision Department based on published financial statements.
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Appendix 2: Directives published by the Banking Supervision Department in 20221

JELTETRAER Publication of a Supervisor’s letter on the closure and relocation of branches

The Supervisor of Banks sent a letter to the banks asking them to insist on the implementation of the
requirements in Directive 400 on the “Closure of Bank Branches and Downsizing of Teller Services”,
emphasize the examination of geographic deployment and adjusting it to customers’ needs, and to
conduct anin-depth examination, priorto submitting a request to close branches, of all circumstances
relating to each individual case, with the necessary sensitivity and with the philosophy of “the
customer is the focus”, as well as an understanding that the need to maintain branches and provide
face-to-face service has not become redundant.

1ELITETR 238 Procedures for issuing housing loans - publication of an amendment to Proper
Conduct of Banking Business Directive 451

This amendment set out the reform in mortgages, which advances consumer measures intended to
strengthen customers, improve the competitive environment in this market, and make it easier for
borrowers taking out a mortgage, in three areas: improving transparency and the ability to compare
banks; increase simplicity and understandability; and streamlining the process. On July 7, 2022,
a further amendment to the Directive was published. In the process of the banking corporations’
work to implement the requirements set out in the Directive, various questions arose, and the latter
amendment was intended to provide responses. These measures took effect on August 31, 2022.

FBIEIR R Publication of a Supervisor’s letter on increasing transparency with regard to
consumer-related enforcement by the Banking Supervision Department

As part of increasing transparency to the public and to supervised entities, the letter clarified the
Banking Supervision Department’s intention to expand the information published on the Bank of
Israel’s website in the area of consumer-related enforcement.

Publication of a Supervisor’s letter on disclosing the cost of service - Section 11 of the full price list

The letter spelled out the Banking Supervision Department’s policy with regard to the disclosure
of third-party costs in Section 11 of the full price list, as reflected in the positions submitted by the
Banking Supervision Department in class-action suits dealing with the issue.

IIETZZFY] Publication of a Supervisor’s letter on participation of the banking corporations and
credit card companies in the process of assessing fairness in the banking system

The Banking Supervision Department began developing a methodology for measuring the fairness
of organizational cultures in the banking system, based on qualitative and quantitative measures.
In the letter, the Banking Supervision Department invited the banking corporations and credit
card companies to engage in internal thinking on the matter of assessing fairness, and to send the
Department suggestions for enhancing the methodology.

1 The full and binding text of regulation activities appears on the Bank of Israel’s website.
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m Publication of a Supervisor’s letter on restricting a closed checking account, sending
notice to the customer

The letter clarified to the banking corporations that in accordance with the law, they are obligated
to send notices with regard to the imposition of restrictions on an account, even in cases where the
restriction is imposed on a closed account.

[IEYZZF %] publication of an amendment to Proper Conduct of Banking Business Directive 203A:
“Handling of Counterparty Credit Risk”

Directive 203A adopts the Basel Committee directive for calculating exposure to counterparty credit
risk using the standard approach. The amendment inserts various clarifications into the body of the
Directive with regard to the manner of implementing the Basel Committee’s directive (questions and
answers).

Publicationofanamendmentto Proper Conduct of Banking BusinessDirective 480: “Adjustments
to Proper Conduct of Banking Business Directives that Apply to a New Banking Corporation”

Experienceaccumulated by the Banking Supervision Departmentin guidingthe processofestablishing
a new banking corporation led to the need to revise the Directive. The amendments deal with both a
new banking corporation and a banking corporation being established.

IYJIET] Publication of an amendment to Proper Conduct of Banking Business Directives 301:
“Board of Directors”, and 301A: “Compensation Policy at a Banking Corporation”

The Directives were amended and adapted to legislative requirements of chairpersons of the Board
of Directors at banking corporations in general, and at banking corporations with no controlling core
in particular. The amendment to Directive 301 sets out that the Board of Directors must define and
detail the functions and authorities of the Chairman, such that they not deviate from the functions and
authorities ascribed to him pursuant to the provisions of the law, and that the Chairman’s functions
and how they are performed not be intermixed with the functions of management, in such a way that
the latter not derogate from or replace the Board of Directors’ functions or subtract from the other
directors’ obligations and responsibilities. With regard to a banking corporation with no controlling
core, that no attachment should be established between the Chairman and the banking corporation.
The amendment to Directive 301A clarifies the principle that compensation of the Chairman of the
Board must be set in relation to the manner of compensation of the other members of the Board
of Directors. The amendment is intended to allow banking corporations with no controlling core to
pay the Chairman of the Board compensation that is in line with the requirements of fulfilling the
function, provided that this not create an attachment or negatively affect the independence of the
Chairman of the Board.
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Publication of an amendment to Proper Conduct of Banking Business Directive 411:
“Management of Anti-Money Laundering and Countering Financing of Terrorism
(AML/CFT) Risks”

In recent years, there has been an increase in the volume of customer activity using virtual currencies.
As a result, there has been an increase in the number of customer requests to transfer money
originatingin such activity to payment accounts managed in the banking system, or to transfer money
from those accounts for the purpose of such activity. The Directive regulates the risk management
principles involved in receiving money originating in virtual currency activity from the accounts of
virtual currency service providers to the accounts of banking corporation customers who are not
virtual currency service providers.

JEVAEE  Publication of an amendment to Proper Conduct of Banking Business Directive
250: “Adjustments to Proper Conduct of Banking Business Directives for Dealing
with the Coronavirus”

Due to the continuation of the effects of the COVID-19 crisis on banking corporation assets, including
support for the economy’s credit needs and the high level of deposits at the Bank of Israel, the
leniencies set out with regard to the leverage ratio were extended until December 31, 2023. A banking
corporation utilizing the leniency at that time will be required to return to the leverage ratio required
prior to the temporary order within two quarters.

\\EV ¥ Publication of an amendment to Proper Conduct of Banking Business Directive 203:
“Measuring Capital Adequacy - The Standardized Approach - Credit Risk

In view of the accelerated growth in outstanding credit to the construction and real estate industry,
the increase in risk appetite, and the leniencies in underwriting conditions, and with the aim of
strengthening the banking system’s resilience against these risks, the risk weights in the directive
were revised. The Banking Supervision Department views financing the purchase of land at a rate of
more than 80 percent as increased risk, and the weight of such credit risk was increased from 100 to
150 percent.

\EV LY Publication of amendments to Proper Conduct of Banking Business Directive 221:
“Liquidity Coverage Ratio” and Directive 222: “Net Stable Funding Ratio”,
as well as question and answer files to these directives

The definition of “financialinstitution” included in these directives was revised. In addition, questions
and answers in the Directive files were revised in order to clarify certain definitions in the directives
and how certain instruments are dealt with in the directives.

Publication of a Supervisor’s letter on “Risks Inherent in Associating with Entities
Listed on the International Sanctions List and on the National Sanctions Lists of
Foreign Countries”

Due to the war between Russia and Ukraine, various foreign countries and international organizations
imposed sanctions regimes on various entities due to activity vis-a-vis Russia. The potential of
exploiting the banking system in order to bypass these sanctions regimes exposes the banking
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corporations to significant risks, including compliance risks and AML/CFT risks. In view of this, the
Banking Supervision Department published a letter to the banking corporations, in which the latter
were asked, as part of their risk management processes, to set out policies and procedures with
regard to how the sanctions lists will be used. The letter also set out that refusal to open an account
or make transactions, or a halt to relations due to the implementation of the policy will be considered
a reasonable refusal.

Publication of an amendment to Proper Conduct of Banking Business Directive 362:
“Cloud Computing”

In view of the changes in the world of technology, in which various technological components are
provided as a service by technology companies, and the ability of cloud computing services to
progress and empower organizational computing capabilities and enable banking corporations to
streamline and to rapidly respond to the needs of the market, the Banking Supervision Department
decided to enable the use of cloud computing services in Israel and abroad. The decision affects all
computing services at the banking corporations, including core systems, with the obligating principle
of imposing responsibility and risk management on the banking corporation’s management and
Board of Directors.

Cloud computing services shall be used in accordance with the principles set out with regard to
corporate governance; compliance, regulation, and legal risk assessment; privacy protection;
information security and cyber defense; operational aspects; business continuity; and fit and proper
checks of cloud computing service providers and the contracts with them, including the existence of
an end-of-contract plan.

The amendment includes a requirement of the banking corporations to revise their policies for
the use of cloud computing services. As part of this, they will be required in part to revise their risk
management processes for the use of cloud computing services and to determine the characteristics
of services defined as “material cloud computing”, subject to the definition of that term in the
Directive.

Simplification of customer documents - Amendment to Proper Conduct of Banking Business
Directive 449

Further to the amendment to Proper Conduct of Banking Business Directive 451 on “Procedures for
Extending Housing Loans”, adjustments must be made to this Directive, setting out a format for the
first page of the loan agreement, with the aim of bringing together all of the main details that the
customer must consider.

Advanced payment services - Publication of anew Proper Conduct of Banking Business Directive
(427)

This Directive complements the provisions of the Payment Services Law. 5779-2019 with regard to
payment transactions, and adds requirements of disclosure to the customer that apply to banking
corporations with regard to payment transactions made using a payment application.
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Presentation of data on securities deposit activity - Publication of an amendment to Proper
Conduct of Banking Business Directive 460

The Directive, which was first published on December 26, 2021, sets out a uniform format for
presenting information and data to the customer with regard to his securities deposit at the banking
corporation, both through a quarterly report and on an on-going basis. Due to issues that were raised
by the banking system as a result of their work implementing the Directive, a number of amendments
to the guidelines set out in the Directive were necessary.

UN\AVEE  Publication of a Supervisor’s Letter on Banking (Service to the Customer) Law
(Amendment 34)(Restriction of Fees when Submitting a Request for a Housing Loan),
5782-2022

Following the publication of Amendment 34 to the Banking (Service to the Customer) Law, 5741-1981,
which set out the maximum fee that a banking corporation is permitted to charge for handling a
request for a housing loan, the Supervisor of Banks issued a letter to the banks, with necessary
clarifications with regard to the implementation of the Amendment.

WITIESEER  Publication of a Supervisor’s Letter containing clarifications with regard
to third-party expenses due to the provision of credit

Further to the letter on “Disclosure of the cost of service—Section 11 of the full price list” on December
16, 2022, clarifications were necessary with regard to the issue of third-party expenses charged due
to credit, in cases of credit types that are not during the course of the banking corporation’s normal
business, and which therefore require special consulting by a third party.

LUFE SR Publication of a Supervisor’s Letter concerning “Opening accounts for new
immigrants and receiving money from Russia through the Israeli banking
system”

In view of the sanctions regimes imposed by various entities with regard to activity vis-a-vis Russia,
the banking corporations in Israel are faced with many challenges with regard to finding the correct
balance between the importance of managing various risks and the importance of providing service
to existing and new customers. In view of this, the Banking Supervision Department published a letter
to the banking corporations emphasizing the regulatory obligations that apply to the banking system
(providing service and managing risks in view of the sanctions regime) and the necessary sensitivity
in behavior toward new immigrants. This is further to the discussion with the Ministry of Finance on
the matter. The letter was published after consulting with the Ministry of Foreign Affairs. Another
letter on the matter was published on February 2, 2023, as detailed below.

(L1 @R Banking (Service to the Customer)(Supervision of Teller-Executed Transactions,
Direct Channel Transactions, Expanded Track, and Expanded-Plus Track) Order,
5782-2022

The Banking Supervision Department published a supervisory order on basic current account fees,
based on considerations of the public good, and with the aim of freezing the existing price level. The
services over which supervision was expanded are: “Teller-executed transactions”, “Direct channel
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transactions”, “Expanded track”, and “Expanded-plus track”. The Order came into force on September
1,2022.

Publication of a Supervisor’s Letter concerning “Consumer fairness in a changing financial
environment”

Inview of changes that have taken placein theinterest rate and inflation environments, the Supervisor
of Banks sent a letter to the banking corporations in which he emphasized his expectations that
customer matters would be maintained in view of these changes. In addition, the Supervisor updated
the banks that the Banking Supervision Department intends to publish interest rates, both those
actually paid for shekel deposits and those actually charged for the provision of credit.

S EER Publication of an amendment to Proper Conduct of Banking Business Directive
411: “Management of Anti-Money Laundering and Countering Financing of
Terrorism (AML/CFT) Risks”

Since the implementation of Appendix 2b to the Directive requires complex and significant
technological preparations, it was originally set out that the preparation period for implementation
would be one year. However, it turns out that a short extension is necessary in order to complete the
preparationsin the optimal manner. It was therefore decided to delay the implementation date of the
amendment to Directive 411 from October 26, 2021, which included the addition of the period stated
in Appendix 2b, to January 15, 2023.

0J< (o] 1518 Publication of Proper Conduct of Banking Business Directive 329B, “Sale of Housing
Loans and Cooperation in the Provision of Housing Loans”

The banking corporations occasionally make transactions to sell housing loan portfolios and
transactions to syndicate housing loans. Such transactions contribute to the general financial system
by clearing capital and enabling the continued provision of bank credit; bringing new participants
into the credit provision market; and providing institutional investors with diversification of their
investment portfolios and a transaction timeframe that suits their needs. The Directive regulates the
principles for making such transactions, which are partly intended to maintain borrowers’ rights in
the loan portfolios that are sold, prevent a situation of negative selection that would damage the
quality of the bank’s credit portfolio, and prevent the development of moral risk for the purchasing
entity.

(0Jd(¢) 1-T8cHl Publication of an amendment to Proper Conduct of Banking Business Directive
221: “Liquidity Coverage Ratio” and a questions and answers file for that Directive

The Liquidity Coverage Ratio Directive includes a definition of “operational deposits”, which are
handled in a special manner in outgoing cashflow, in a way that allocates a lower rate of outgoing
cashflow than to the same type of deposit that is not an “operational deposit”. In view of experience
gained since the implementation of the liquidity ratio coverage in Israel, and in view of the volume
activity in operational deposits at banks in selected foreign countries compared with activity in Israel,
the Banking Supervision Department found it proper to revise the policy on recognizing operational
deposits. The change enables the banking corporations to recognize operational deposits of larger
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volumes, but subjectto a priorapplication to the Banking Supervision Department and to quantitative
restrictions set out in the Directive. Due to the change, the questions and answers file accompanying
Proper Conduct of Banking Business Directive 221 was also revised.

Proper Conduct of Banking Business Directive 311: “Credit Risk Management” was revised

Acorporation thatis part of aforeign banking group thatis not required to publish financial statements
pursuant to the law applicable to it is exempt from the requirement to submit a financial statement.

Publication of a revision to the question and answer file on the Money Laundering
Prohibition Order and Proper Conduct of Banking Business Directive 411:
“Management of Anti-Money Laundering and Countering Financing of Terrorism
(AML/CFT) Risks” for merchant acquirers

As part of the revision to the question and answer file, the maximum amount that can be loaded onto
a prepaid card that can be used in a closed group of merchants in Israel was increased from NIS 1,000
to NIS 1,500. In addition, in view of the Payment Services Law, 5779-2019, terms in the question and
answer file were adapted to the law.

Publication of an amendment to Proper Conduct of Banking Business Directive
411: “Management of Anti-Money Laundering and Countering Financing of
Terrorism (AML/CFT) Risks”

Inview of theimposition of an obligation on employers to pay wages to Palestinian employees through
bank transfers, the Directive was amended to state that when making wage payments to Palestinian
employees through bank transfers to bank accounts managed in the Palestinian Authority, a banking
corporation must verify the information regarding the employee vis-a-vis the information that exists
in the Population Authority’s database. In the Banking Supe3rvision Department’s view, verification
of information regarding employees vis-a-vis the State of Israel’s official database should significantly
reduce the risk of financing terrorism and money laundering that is inherent in such activity, since it
shows the absence of information from Israeli defense agencies regarding involvement in terrorism,
and the legality of the employment.

In addition, in view of the expiry of biometric ID cards issued for limited periods, and with the aim
of enabling access to banking services, alongside the Population Authority’s assessment that these
cards still enable proper identification with regard to the service recipient’s details, the Directive was
amended so that it will be possible to use these cards in order to identify customers when opening
and managing accounts at banking corporations for a limited period.
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Directives since the beginning of 2023

YENIET2VES Publication of an amendment to Proper Conduct of Banking Business Directive
365: “Reporting on Technological Failures and Cyber Incidents”

The Financial Information Law sets out (Section 31(a)) that in the event of a “serious security event”
as defined in the provisions of Section 36 of the Privacy Protection Law, the service provider shall
immediately notify the regulator involved and to the information source that the security event
occurred with regard to information received from that source, and shall report to the service
provider’s regulator on the measures taken due to the incident. The information source receiving a
notice with regard to this matter shall report on it without delay to the regulator of the information
source.

Out of a desire to make it easier for banking corporations to report on the variety of events that
require reporting to the Banking Supervision Department, and to combine those reports, the Banking
Supervision Department set out that the manner of reporting on a “serious security incident” to the
Banking Supervision Department as the regulator of the information source, as part of the banking
corporation’s activity as an information source or as a service provider as stated in the law, shall be in
accordance with the provisions of Directive 365.

2= E[g8 Publication of a Supervisor’s letter on “Providing service to the customers of the
Israeli banking system in view of the war between Russia and Ukraine”

In view of the sanctions regimes imposed by various entities with regard to activity vis-a-vis Russia,
the banking corporations in Israel must continue to act with a high level of sensitivity to the situation
of the new immigrants, while balancing the need to manage the risk of exposure to contraventions of
the international sanctions regimes and the expectation of providing optimal service to customers.
The letter also clarified that in general, risks should not be managed through a blanket refusal to
provide services, and that if the banking corporation refuses a customer’s request, it must provide a
detailed and clear reason for doing so.

0 ETAVE Publication of an amendment to Proper Conduct of Banking Business Directive
310: “Risk Management”

In recent years, we have seen an increase in activity in the field of financial cryptographic assets
in Israel and abroad. The involvement of banking corporations and merchant acquirers in activity
related to crypto-assets, whether direct or indirect, contains risks that may have an impact on the
ability to ensure a stable and dependable financial environment. The amendment regulates the
banks’ abilities to offer new products to customers in the area of crypto-assets, while setting an
obligation to provide advance written notification to the Supervisor of Banks with regard to activity
related to crypto-assets.
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Publication of a Supervisor’s letter on consumer-related measures in a changing financial
environment

In view of changes in the interest rate and inflation environments, and further to the Supervisor’s
letter on the matter, the Supervisor of Banks sent a letter to the banking corporations clarifying his
expectation that they act with extra sensitivity and with a view of the customer’s benefit and needs,
and that they take steps that will help customers in view of these changes.

Publication of a Supervisor’s letter on “Dealing in financial cryptographic assets”

In view of the failure of various entities in the crypto-assets world in the past year, which led in part
to a strong increase in volatility in this market and a sharp decline in the value of crypto-assets, the
Supervisor of Banks sent a letter to the CEOs of the banking corporations and credit card companies,
detailing the main risks involved in activity in this field.

IIEYZIPE] Publication of an amendment to Proper Conduct of Banking Business Directive 422:
Opening and Managing a Current Account with no Credit Facility

The application of the Directive’s obligation to enable the management of a basic payment services
account, including the conducting of remote transactions, was expanded, so that beyond applying to
a current account with no credit facility, it now also applies to the management of a current account
with a credit facility that does not exceed the approved credit facility. In addition, in view of the
importance and need of providing banking services to all customers, the amendment clarifies that
sweeping rules for blocking a customer’s activity because he is part of a certain population group
should not be set out. In addition, the list of basic payment services set out in the Directive was
expanded. The Directive takes effect one year from its publication date.

Publication of a new Proper Conduct of Banking Business Directive on Managing a Customer
Support and Service System (501)

This new Directive anchors the principles for providing service and support to the banking system’s
customers through various service channels. It sets out obligations in the areas of the banking
corporations’ corporate governance and work processes, as well as in the areas of setting out a
service covenant and the publication of details regarding the customer service and support system.
The aim is to advance organizational cultures that emphasize the quality and availability of service
and support given to the customer, and to increase transparency toward the customer. Most of the
clauses in the Directive will take effect one year from the date of publication.
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