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moderate growth in 2023-2025

Global
Economic

Crisis

Despite the war,

The Second

)

Intifada
7.5% \ \
5% 4.7%
| 4%
2.5%
0% -_I l
* *
O N A O X K L A @ O O B B & A
O " " " O T O " " O ™V O A’ A0 A\

O N O

° O O° O

TR RDTRDT AR AR AR AR AP
Source: CBS, Chief Economist Department Forecast

* Forecast was issued in early March 2026



Strong H2 following turbulence in H1 :E‘ﬂ'/
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Private sector led GDP growth in 2025 )ﬂr
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GDP components
2025
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GDP loss following operation ‘roaring lion’
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operation ends by July

Scenario 2026 2027

Pre-war growth forecast (October 2025) 5.2% 3.5%

Budget forecast (Early March 2026) 4.7% 4.0%

‘Scenario A’ : Iran war ends mid-April, Lebanon operation 3.8% 5.3%
ends by the end of April

‘Scenario B’ : Iran war ends mid-April, Lebanon operation 3.5% 5.7%

ends by July
‘Scenario C’ : Iran war ends by the end of April, Lebanon 3.3% 6.1%

Source: Chief Economist Department Forecast
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Credit card purchasing patterns resemble previous shocks ':"‘-wg!/

Chief Economist

Total credit card expenditures
The baseline is the month prior to the event

COVID-19 = Iron Swords Rising Lion - Roaring Lion

Ratio to baseline

0.6

o 25 50 75
Days since start of event

Source: Bol, Chief Economist calculations
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Investments have returned to the long term trend

20

Gross Fixed Capital Formation, YoY change & contribution
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Gross Fixed Capital Formation, Level VS. Trendline

== |level —

Trendline




Beginnings and completion of residential construction have 12 /
remained strong o
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Beginnings of Residential Construction . Completion of Residential Construction
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Foreign Direct Investments have returned to pre-war levels 'i‘;ll’

Department of the Ministry of Finance
Chief Economist

Foreign investments in Israel
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Israeli High-Tech Capital Raised
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Exports showing signs of recovery after a 2-year

slowdown
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Israel Reaches Top 3 Global Arms Exporters “ay
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Based on $14.8B record export volume, Israel has surpassed Russia, the UK, and Germany to
claim 3rd place in the world's most competitive defense markets.

In 2025, Israel transitioned from a Niche Leader to a Global Powerhouse — leveraging battle-proven
systems to secure 3rd place in the world's most competitive defense markets.

Global Arms Export Rankings — 2025

-_-— ¥ Operational Validation

United States 42.0% Uncontested Leader v' Mega-Deal Dominance
2 France 10.0% Leading European Exporter v Strategic Void
3 Israel 7.8% Record High A
4 South Korea 6.0% Rapidly Expanding Y Air defense demand
5 Russia 5.8% Significant Decline V¥

Source: SIPRI, Global arms trade data, 2025 annual figures.
14



The structural surplus of net exports in the current account, continued

to remain high in 2025

Chief Economist
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The impact of the 2026 Iran war was less steep but likely 133
longer compared to 2025
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Employment and participation rates, ages 15 and over
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A similar picture in the number of absentees

Absences due to war-related reasons, ages 15 and above
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Unemployment rate, 15+

4.5%

4.0%

3.5%

3.0%

2.5%

2.0%

97-9°4
9z-uer
§Z-22Q
GZ-AON
T4 l0)
Gz-das
qZ-3ny
sz-Inr
sz-unf
gz-Aey
GzZ-dy
GZ-1el
GZ-qo4
Gz-uer
vZ-29@
7¢-AON
vZ-P0
z-das
vz-3ny
ve-Inf
vz-ung
vz-AeiN
vz-1dy
vZ-1ein
vZ-9o4
vg-uer
€2-92Q
€Z-AON
€2-10
gg-des
€¢-3ny
ge-In(
gz-unf
€Z-Aein
€Z-1dy
€Z-1elN
€2-924
gz-uer

Source: labor force survey data



Israel’s inflation has returned to within target range

in recent months
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Inflation 12 months
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Core inflation are the MoF calculations on CBS data with accordance to the definitions of the OECD (Headline
inflation excluding food and energy)
*The CPI data of April not included in forecast




GDP growth rates projected to converge to potential £V
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Growth rates

- Baseline scenario == Pre-War forecast
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Tax revenues grew above forecasts in 2025
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Real GDP & Tax annual growth rates
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Tax revenues have been recovering, above projections 'f':l'/
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Monthly Tax Revenues
(Trend and SA data, NIS Billions, 2024 prices)
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Tax revenues were high compared to previous year =/

Department of the Ministry of Finance
Chief Economist

Income taxes
Real change, 2026 vs 2025, Jan-Mar

10% 7.8%

. 4.2%
o L . L3%
O% | ]

-5%
-10%
-15%
-20%
-25%
-30%

-5.2%

-24.2%

Companies Self-employed Salary deductions Dividends Real estate

2025 Revenues
{ (NIS Billions) 85.5 22.8 120.0 17.5 19.3 J

Source: Tax authority



Tax revenues were high compared to previous year 0
Consumption taxes
Real change,2026 vs 2025, Jan-Mar
30% 27.2%
20%
10%
1.0%
0%
-0.1%
-10%
Net VAT Import Taxes Fuel Taxes
2025 Revenues
{ (NIS Billions] 153.9 26.6 25.6 J

Source: Tax authority



Risks to Growth Projections Ty

Department of the
Chief Economist

Renewal and Expansion of
prolongation normalization
of the war procedures

Increase in

GIobaI. Negative International ‘ exports of
economic . actions the local
uncertainty (Downward) ' against Israel defense

industry

Trade war

Real estate Investor de- Al Economic

- : Gains
downtLin confidence escalation

Ministry of Finance



Department of the Ministry of Finance
Chief Economist

l
| i i!::.ii'l

ll‘
“W m“llh up | E ;{

V JiL i
/ﬂ.?.;i;? IS
2

it imm;»wunmnnml MM\ j " || il II




