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Industry in 2012 
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Main Challenges Towards 2012 

ÅGlobal economy 

ÅErosion in competitiveness of Israeli exports??? 

ÅSocial protest Implications 

ÅSigns of a slowdown in domestic demand  

ÅWage pressure 

ÅCredit crunch in industry ?? 

ÅGovernment bureaucracy 

ÅOff-shoring  

ÅResponsible fiscal policy 

ÅGeopolitical instability 
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Slowdown in World Trade 
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Strong positive correlation of 

0.94 in 2004-2010 



Unbalanced Growth Around the 
World 
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Diversion of Trade to Asian Countries 

Other Asia US EU
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Share of Foreign Investors in Total 
Treasury Bills 
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Share of foreign investors in total Treasury bills
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07/07/11 - Cancellation of Nonresident 

tax exemption for capital gains on 

short term financial investments 
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The Continuous Erosion in Export 
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Index components: 

* Exchange Rates 

* Terms of global trade 

* Cost per hour worked 

*Productivity = product per hour worked 

 

 



Terms of Trade Index 
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Since Q2/09 imported raw materials prices rose by 34%, while export 

prices rose only by 9% 
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During 2012: 3% depreciation is expected in the NIS against US dollar. 
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Continuous Price Increase 
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Customs Revenue as Share  
of Total Goods Import 2010 
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Import Penetration 
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The number of Protectionist 
Measures around the World 
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Cumulative number of protectionist measures taken 

Jan. 2008 Dec. 2011 
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Protectionism 
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Source: Foreign Trade and International Relations Division, MAI (Based on Global Trade Alert) 
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Protectionism by type 
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The Effect* of Import Tariff Reduction 
on the Israeli Economy 

 

The Act  - Reduction of all industrial import tariffs 

 

The Outcome 

ÅImport of goods: + 9.5% , + 17 NIS billion. 

ÅIndustrial local Sales: - 17 NIS billion (-7.7%).  

ÅGDP:  -1.2% 

ÅLabor Market: -24,000 Employees. 

 

*An estimation based on IMF Working Paper ñImport-Reducing effect of 

trade barriers: A cross country investigationò, Qing Wang, Dec. 2001. 
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Property Tax: +3% 

Water for Industry: +25% 

Electricity price: +6.6%  (after about 15% increase during 2011) 

 

environmental protection laws initiatives-> increased costs 

 

World Energy Prices: upside risks (sanctions on Iran) 

 

 

 During 2012 - Increased Costs  
Controlled by the Government 
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Main Challenges Towards 2012 

ÅGlobal economy 

ÅErosion in competitiveness of Israeli exports??? 

ÅSocial protest Implications 

ÅSigns of a slowdown in domestic demand  

ÅWage pressure 

ÅCredit crunch in industry ?? 

ÅGovernment bureaucracy 

ÅOff-shoring  

ÅResponsible fiscal policy 

ÅGeopolitical instability 
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Revenue of Commerce and Services 
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Expected Rate of Inflation  

Source: Bank of Israel, mean of the inflation forecasts of the commercial banks and economic consultancy 

companies  
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ÅJanuary 2011   3,850 NIS 

ÅApril 2011 (By law)  3,890 NIS 

ÅJuly 2011    4,100 NIS (By law in 4/12) 

ÅOctober 2012  4,300 NIS (By law in 4/13) 
  

  

    Contractor workers agreement  

     (Differential minimum wage/ Equal conditions??)  

 

An Additional Wage Updates are 
Expected 

The Manufacturers' Association of Israel  

due to the Minimum Wage Update 
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Difficulty in Recruiting Professional 
Employees for the Industry  

According to preliminary findings of a survey of expectations in industry 
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Stimulating U.Sôs Local Economy 

President Obamaôs State of the Union address, Jan. 24, 2012: 

 

ñéI also hear from many business leaders who want to hire in 

the United States but canôt find workers with the right skills. é 

Join me in a national commitment to train 2 million 

Americans with skills that will lead directly to a jobé.  
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Credit Crunch in Industry ?? 
According to survey of expectations in industry 

Source: Survey of expectations in Industry, January 2012, 179 respondents. 
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Israeli Government Bureaucracy: 
A Major Obstacle for Businesses 
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Source: The Global Competitiveness Report of World Economic Forum (WEF), 

the 2011/12 report covers 142 economies. 



Ease of Doing Business 2012 
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Source:  The World Bank. 2012 report covers 183 economies. 
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Shifting Production Lines Abroad 
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In about a year, 45% of companies will have a manufacturing activity abroad. 

 

 Today,  about 25% of companies have manufacturing activity abroad. 

Source: Survey of expectations in Industry, Economics division, MAI. 

38 



Stimulating Local Economy in the U.S. 

President Obamaôs State of the Union address*: 

ñ..We have a huge opportunity, at this moment, to bring 

manufacturing backé.  

VAn American manufacturer      should get a bigger tax cut 

V A high-tech manufacturer making products in the US  

    should get double tax deduction 

VRelocating to areas that were hitting hard       should get 

help financing a new plant, equipment, or training for new 

workersò 

 

  

Jan. 24, 2012 
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External shocks 

External shocks 



Relatively Low Government Deficit in Israel 

Source: Eurostat, IMF, MOF, Oct. 2011. 
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  Source: BOI 
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Relatively Low Public Debt Ratio 
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 Source: Ministry of Finance, Eurostat, IMF 
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