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Executive Summary

This report depicts the evolution of the holdings by the Israeli long-term savings
institutions in technology. We used publicly available as well as proprietary
data collected by the Capital Market, Insurance and Savings Authority (CMISA),
including acomprehensive survey of the institutional investorsinIsrael conducted
in March-May 2022.

The main goal of this report is to establish a coherent benchmark that provides
interesting insights on the evolution of institutional holdings over this period. We plan
to provide annual updates to this report which will permit us to follow the dynamics of
tech sector. Thisreportis a useful tool for institutions, VC and PE funds, and companies
raising money from them, as well as for policy makers and regulators. We hope that this
report will lead to more research and identification of best practices, so to facilitate
even more productive interactions between the main providers of capital in Israel and
the most dynamic, productive and growing sector of the Israeli economy, that was,
until recently, rather foreign to them.

The report shows a dramatic increase of almost 400% in the institutional holdings in
technology during 2016-21. We identify three main drivers of this process:

e First, thelong-term savings sectorin Israel grew rapidly (70% increase in AUM) in the
period 2016-21, and the share of large institutions increased as well, making some
institutions large enough to attract interest of funds and firms internationally.

e Second, the government’s reduction of subsidized debt for institutions, as well
as record-low interest rates over the last decade generated a higher appetite for
investment in equities, making them a higher percentage of the portfolio.

e Third, the percentage of equity holdings focused on technology increased as well.

Institutions withingtogetexposedtothetechsectorinvestintechnology companies
through different venues. They can invest in publicly traded tech companies, as
well as in private stocks either directly or as an LP in VC and PE funds specializing
in technology.




They can choose to invest in foreign or in Israeli tech stocks using all these
instruments. The table below summarizes the findings in this report, presenting
them by instrument and geography in absolute and relative terms. Some findings
differ across institutions’ size; however, the overall picture is quite consistent.

Table 1
Holdings of Instruments Israeli Stocks Foreign Stocks
. Absolute increase Absolute increase
Holdings of tradled stocks Relative decline Relative decline
Holdings of LP interest in VC Absolute increase Absolute increase
and PE funds Relative stability Relative stability
Direct holdings in private Dramatic increase in NAt
companies absolute and
relative terms

In a survey administered by CMISA in March-May 2022, most institutions report that
they expect to further increase the share of their holdings in the tech sector and are
taking a variety of steps to be better prepared to execute this strategy. Given the recent
decline in share prices of traded stocks in general and tech stocks in particular these
responses suggest that technology has become a strategic Asset Class for many Israeli
institutions and is not a passing fad, as it was in the past.

The Israeli government has initiated several programs to strengthen the connection
between the long-term savings institutions and the tech sector, among them Route
40 and Route 432 The analyses presented in the report alongside the responses to
the survey indicate that these programs had a significant effect on the investment
decisions, and in particular on the direct investments in private companies.

The reported trends in this document clearly point to a democratization of the
investments in Israeli tech, which, for years, were accessible only to high-net-worth
individuals and foreign pension savers, but much less to the Israeli pension savers. The
findings show that some long-term savings institutions have made strategic decisions
to acquire expertise and experience in tech investments and to significantly increase
their exposure to this dynamic and very productive sector. These are good news for the
Israeli long-term savers, whose portfolio is now much more diversified, as well as for
the Israeli economy.

T The holdings in this category are small, and as we have difficulty classifying foreign firms as tech,

we omit this category.
2"Route” is the generic name of programs of the Israeli Innovation Authority, and the numbers

refer to specific programs.



