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Summary of the Monetary Committee discussion and decisions on July 14, 2015
regarding the capital increase at the Inter-American Investment Cor poration
(11C), amember of the Inter-American Development Bank (IDB) Group

Background data

The Bank of Israel represents the State of Isnaedeveral international financial
institutions, including the International Monetdfynd (IMF), the World Bank Group
(WBG), the European Bank for Reconstruction anddligyment (EBRD), the Bank
for International Settlements (BIS), the Inter-Aman Development Bank (IDB), and
its private-sector financing arm, the Inter-Amendavestment Corporation (lIC).

Section 82 of the Bank of Israel Law, 5770-201@ngs the Bank the authority to

carry out any act required for the purpose of regméation in the international

financial institutions in which it represents th&t8, including investing in shares of
those international financial institutions. Isréeihow being asked to participate in a
capital increase at the Inter-American Investmesrp@Gration.

The Inter-American Investment Corporation was ditlabd in 1985 with the goal of
promoting development of the private sector, paliidy small and medium sized
enterprises (SMES), in Latin American and Caribbeauntries. The Inter-American
Investment Corporation provides credit, equity stweents, guarantees, advisory
services, and aid to businesses in the countriegioh it operates. Israel joined as a
member of the Inter-American Investment Corporairoh987.

Every member country in the Inter-American Invesim€orporation purchased

shares in the bank upon joining the organizatio, laas the opportunity to purchase
additional shares when the bank increases itsatafiihe number of shares that a
country holds determines its voting power in theamization. Prior to Israel's

participation in this capital increase, Israel Isold3 share of IIC, which it bought for
cash when it joined the organization (in 1987-9@) m the first capital increase (in
2001-07). Membership in international financialtitagions, including membership

in the Inter-American Investment Corporation, préeso Israel’s standing and

international relations, and at times its econoraiations as well. A country that does
not participate in capital increases adversely ttgpdés standing in that institution.

Furthermore, the vast majority of member countsapport the activities of those
financial institutions, and not participating ircapital increase is rare.

Thecurrent capital increase at the Inter-American Investment Corporation

The current capital increase at the Inter-Ameribarestment Corporation is taking
place due to a decision by the Boards of Govermmirsthe Inter-American

Development Bank and of the Inter-American Investir@orporation, who decided
on March 30, 2015 to consolidate the private seatbivities of the Inter-American



Development Bank Group (Resolution AG-9/15 and AB/2/15)! The capital
increase is part of the process of transferringpitineate sector operations, which are
not sovereign guaranteed, from the Inter-Americavdlopment Bank to the Inter-
American Investment Corporation. This is in ordeiricrease the focus vis-a-vis the
bank’s private-sector customers and to increasestti@ency of providing service.
The transfer is expected to make the transfer ofvkedge, coordination, control and
oversight of operations vis-a-vis the private seatore efficient, by concentrating the
activity under one roof which will unite the opeaais vis-a-vis the private sector.

In accordance with the decisions of the Boards ovebnors from March 30, 2015,
the Inter-American Investment Corporation’s totapital will increase by 125,474
shares, each of which is worth US$ 16,178.6, sb ttie total capital of the Inter-
American Investment Corporation will increase by B&03 billion. The Board of
Governors decided that $1.305 billion of the cdpitarease will be raised through
80,662 shares to be issued for purchase by mendogstrees of the Inter-American
Investment Corporation (as well as 3 countries thiie members of the Inter-
American Development Bank and that are interestepbining the Inter-American
Investment Corporation) at a value of, as noted$ U6,178.6 per share. This issue
will be spread over 7 years, beginning in 2016adidition, an aggregate amount of
$725 million will be transferred from the Inter-Anan Development Bank to the
Inter-American Investment Corporation, over 8 yg@eginning in 2018, subject to
annual approval by the bank, and at the time ol $temsfers, 44,812 shares will be
issued (also at a price per share of US$ 16,178@se shares will be allocated to
countries in accordance with the percentage of thedings in the Inter-American
Development Bank.

What it meansfor Israel

In this capital increase by the Inter-American stweent Corporation, for a total, as
noted, of 80,662 shares, Israel was allocated hfres that are to be purchased with
cash.

Paid-in capital: Israel is requested to purchase paid-in capita &dtal amount of
$3,187,184.2, beginning in October 2016.

Monetary Committee decision:

The Bank of Israel will purchase 197 shares in bhier-American Investment
Corporation for cash (paid-in). This is in accorcamwith the terms detailed in the
decision—Resolution AG-9/15 and CII/AG-2/15—thatrev@pproved by the Boards
of Governors of the Inter-American Development Bamd of the Inter-American
Investment Corporation.

The Bank of Israel will pay US$ 3,187,184.20 foe thaid-in shares, in accordance
with the terms detailed in the decision’s propoaalnoted in this section.

The decision wasreached on July 14, 2015.

! Delivering the Renewed Vision: Organizational aBdpitalization Proposal for the IDB Group
Private Sector Merge-Out.
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