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Leumi Group

Third Quarter 2007 Earnings Review



2

This document has been prepared by Bank Leumi le-Israel B.M. (the “Bank”) for use at the 

Bank’s presentation of its Third Quarter 2007 Earnings Review and is provided to you solely 

for your information and is not to be copied or distributed to any other person.  This document 

does not purport to be all-inclusive or to contain all the information that may be relevant in 

making any decision concerning an investment in the securities of the Bank.  

No representation or warranty, expressed or implied, is made by any person as to the 

accuracy or completeness of any of the information or opinions contained herein.  In 

particular, no representation or warranty is given as to any forward looking statements, which 

are based on the Bank’s current expectations and are subject to uncertainty and changes in 

circumstances.  Actual results may differ materially from those included in this presentation 

due to a variety of factors. More information about these factors is detailed in the Bank’s 

filings with the securities authorities. 

This document does not constitute an offer or invitation to purchase or subscribe for any 

securities, and neither this document nor anything contained herein shall form the basis of or 

be relied upon in connection with any contract or commitment whatsoever. 
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Main macroeconomic variables 

Annual rates of 
change in
real terms

Annual average

Percentage of 
GDP

Private consumption

Government debt

GDP

Gross product of the business sector

Public consumption

Investment in fixed assets

Export of goods and services

Import of goods and services

Unemployment rate

Government budget surplus(+)/deficit(-)

Current account surplus(+)/deficit(-)

4.5%

86%

2006

5.2%

6.5%

2.3%

10.1%

5.9%

3.3%

8.4%

-0.8%

5.6%

4.0%

95%

2005

5.3%

6.5%

2.9%

2.3%

4.3%

3.5%

9.0%

-2.0%

3.3%

4.8%

80%

Leumi
Forecast
2008

3.8%

5.5%

0.8%

5.9%

5.4%

4.0%

7.7%

-1.5%

3.5%

6.0%

82%

Official
Forecast
2007

5.2%

6.0%

2.0%

10.4%

8.1%

9.4%

7.5%

0.0%

4.3%
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Main financial parameters

4.4-4.9%3.8-4.0%5.1%3.7%
Bank of Israel interest rate – annual 

average

3.95-4.054.07-4.154.464.49
ILS/USD exchange rate – annual 

average

2.4%

2005

-0.1%

2006

2.0-3.0%2.1-2.6%Consumer price index (year end rate)

2008 
forecast

2007 
forecast
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The Leumi Group

17.9%132.5%1,0632,472296901
Net operating 

profit   

2,566

2,934

2,840

9M
2007

1,585

2,982

2,460

9M
2006

18.5%61.9%435934
Net operating 

profit adjusted**

1,043

1,010

Q3
2007

21.3%(1.6%)1,109
Net profit  

adjusted** 

20.6%15.4%970Net profit

9M
ROE*

9M % 
change

Q3
2006in NIS millions

*Based on average capital

**Adjusted for special salary expenses
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Impact of special salary expenses

23.9%

12.6%

1,585

522

752

(38)

24

91

164

136

163

212

1063

9M 
2006

23.7%

11.8%

2,076

622

917

(38)

0

91

175

237

235

217

1,454

YE
2006

Special Salary Expenses:

2,566Net operating profit after adjustments

18.5%Return on net operating profit after adjustments

21.3%Return on net profit after adjustments

2,472Net operating profit

-Provision for severance payments

-Alumni holiday gifts

196Options to employees

(3)Gov’t sale of shares to employees

-Voluntary early retirement

-Reduction of VAT

94

193

-

9M
2007

Mortality tables

NIS millions

Total after taxes

Total before taxes
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Main financial data

9.9%3.0%4,7394,880- after adjustments

114.7%61.9%1,5852,566Net operating profit after adjustments

204.4%132.5%1,0632,472Net operating profit for the period

37.8%2.1%143146Companies included on the equity basis

(0%)(7.6%)5,4915,073Total operating and other expenses

(3.1%)4.6%2,8983,030Total operating and other income

(72.0%)(80.8%)668128Provision for doubtful debts

31.8%13.7%5,1595,867Net interest income before provision

Q3oQ3
% 

change
%

change

9 months 
ended 
9/2006

9 months
ended 
9/2007

NIS millions
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1,112

378

970
1,074

917 913
1,010

1,257

616

1,109 1,174

955
936

1,043

8.9%

24.7%

22.2%
20.9%

21.9%

34.9%

14.8%

27.8% 27.2%

23.2%
21.5%

22.6%

30.4%

24.0%

Q1 2006 Q2 2006 Q3 2006 Q4 2006 Q1 2007 Q2 2007 Q3 2007

Net  profit Net Profit Adjusted Net  profit RoE Net profit RoE adjusted**

Net profit and RoE* 
(in annual terms)

* Restated to reflect average capital   ** Adjusted for special salary expenses

NIS millions

19.7%, 23.9%* 20.6%, 21.3%*

20.1%, 23.7%*

19.7%, 23.9%*

20.1%, 23.7%*

20.6%, 21.3%**19.7%, 23.9%**

20.1%, 23.7%**
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400 367 391

658

913 901

545

605

435
491

696

934

296

936

8.6% 8.5%

20.9%

19.4%

10.3%

22.0%

10.3%

6.9%

15.6%

16.6%

20.1%

14.2%
14.5%

10.8%

Q1 2006 Q2 2006 Q3 2006 Q4 2006 Q1 2007 Q2 2007 Q3 2007

Net Operating Profit Net Operating Profit Adjusted Net Operating Profit RoE Net profit RoE adjusted**

Net operating profit and RoE* 
(in annual terms)

NIS millions

* Restated to reflect average capital   ** Adjusted for special salary expenses

17.9%, 18.5%**8.4%, 12.6%**

8.3%, 11.8%**
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Net operating profit by operational segments*

* Adjusted for special salary expenses

9M 2007 percentages

61.9%Total

659

258

418

160

543

102

426

2,566

9M
2007

+Financial management & others

43.6%Private banking

53.5%Household banking

8.5%Small business banking

30.1%Commercial banking

31.5%Construction and real estate

45.6%452

196

321

147

354

71

43

1,585

Corporate banking

% change
9M
2006NIS millions

17.0%

4.0%

21.0%

6.0%16.0%

10.0%

26.0%
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1,645
1,796

1,718 1,763 1,793 1,809

1.55%

1.83% 1.86% 1.85%
1.71%

1.46%

1.75%

Q1 2006 Q2 2006 Q3 2006 Q4 2006 Q1 2007 Q2 2007 Q3 2007

Net interest income Interest margin

Net interest income & interest margin
accumulated for the period ending:

+13.7%
9Mo9M

* average

NIS millions

1,720*

1,731*

1,956*

2,265
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201
185

282
265

38

79

11

0.44% 0.41%

0.63%
0.58%

0.17%
0.08%

0.03%

Q1 2006 Q2 2006 Q3 2006 Q4 2006 Q1 2007 Q2 2007 Q3 2007

Provision for doubtful debts Rate of provision of all credit to the public in annual terms

Provision for doubtful debts

0.49%

0.51%

0.09%

NIS millions
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Problematic debts

% 
Change31.12.0630.09.07

(5.3%)20,48619,410Total overall credit

+2356Other assets in respect of derivatives of problem borrowers

20.9%2,4252,932Off balance sheet credit risk

(9.0%)18,03816,422Total balance sheet credit risk

(8.1%)13,54812,455Under special supervision*

(11.2%)658584In temporary arrears

(9.3%)1,3131,191Restructured or to be restructured

(13.0%)2,5192,192Non-accrual

NIS millions

* Including classified debts according to Directive 325 in the amount of NIS 3,861 million 

(NIS 3,460 million in 2006)
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61 63 60 61 17 13 2

118 116 111
46

44 44

123 126 132 131
137 143 146

443 433 438 454 472 460 476

37

212223218
209

166179179

248 29
19 100 82 109

1 Q 2006 2 Q 2006 3 Q 2006 4 Q 2006 1 Q 2007 2 Q 2007 3 Q 2007

provident funds mutual funds securities

credit cards commissions other

Operating income

4.6%

157.3%

7.2%

(82.6)%

24.6%

% change
9Mo9M

31

* average

943 9381,017 983 990 1,131

966* 1,010*

970*NIS millions

11.8%

(63.8)%

909
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Operating expenses

282 292
298

329

291
303

313

353 338 358 466
314 349

368

1,035
926981

817
906962950

1 Q 2006 2 Q 2006 3 Q 2006 4 Q 2006 1 Q 2007 2 Q 2007 3 Q 2007

Other expenses
Building & equipment maintenance & depreciation
Salaries and related expenses

* Adjusted for special salary expenses   **average ***percentage of salaries to total operating expenses

(60%***) (60%***) (58%***) (51%***) (59%***)

4.4%

3.3%

(1.7)

3.0

% change
9Mo9M

1,585 1,5621,592 1,5861,612 1,578

NIS millions

(62%***)

** ****
**

** ** **

(60%***)

NIS millions

1,627**1,580**

1,588**

1,716
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61.2%

56.6%

58.8% 58.7%

57.0%

53.7% 54.1%

56.3%

58.6%

64.3%

61.2%

66.8%

70.4%

56.2%

1 Q 2006 2 Q 2006 3 Q 2006 4 Q 2006 1 Q 2007 2 Q 2007 3 Q 2007

Efficiency Ratio

*
*

*

*

*

*

* Adjusted for special salary expenses

57.0%, 54.9%*66.1%, 58.8%*

65.7%, 58.8%*

*
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237

204

232

222

210
205

2002 2003 2004 2005 2006 9M 2007

405
456

361

232
211

148

2002 2003 2004 2005 2006 9M 2007

302
289

278

261
249246

2002 2003 2004 2005 2006 9M 2007

174 172 174

183 184

196

2002 2003 2004 2005 2006 9M 2007

Balance and off-balance sheet assets

Total assets

Deposits

Loans

Off-balance sheet

in NIS billions
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Changing sector emphasis in credit growth

9.2%18,62620,341Households

7.1%33,37335,736Mortgages

% change31/12/069M 2007

7.3%4,4174,740Private banking

0.1%22,50122,528Construction and real estate

2.4%51,27652,481Corporate banking

10.8%38,32442,463Commercial banking

21.0%13,89116,813Small businesses

NIS millions
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Indices of financial strength ...an upward trend

Shareholders’

equity

Total capital

to risk assets

Tier 1 capital

to risk assets

Shareholders’ equity to 

total assets

NIS billions

2002
2003

2004
2005

13.1 14.2 15.0 16.0

20

7.5%7.5%
7.3%

6.8%
5.8%5.8%

5.7%

5.3%

10.3%
10.8%

11.3%
11.6%

2006

7.5%

6.0%

9M 2007

20.5

8.0%

6.8%

12.1%

17.5

11.6%
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Asset-Backed Securities (MBS and ABS)

1,652.4(35.3)2.01,685.7
Total asset-backed securities available for 
sale

619.5(6.3)0.3625.5Total Interim MBS

564.2*(18.8)1.2581.8Asset-backed securities

4.2(0.2)-4.4All other mortgaged-backed securities

149.5(0.5)0.2149.8
Collateralized by MBS issued or guaranteed by 
FNMA, FHLMC or GNMA

(5.6)

(10.2)

-

(10.0)

(0.2)

Unrealized Losses 
from Adjustments 
to Fair Value

Mortgage-Backed Securities

Pass-Through Securities:

34.0034.2Guaranteed by GNMA

Fair Value
Unrealized Profits 
from Adjustments 
to Fair Value

Amortized 
Costs

In USD Millions at 30/9/2007

465.80.1471.3
Issued or guaranteed by FNMA, FHLMC or 
GNMA

Other Mortgaged-Backed Securities 
(Includes CMOs and Stripped MBS):

468.70.5478.4Total Interim MBS 

32.00.231.8Other pass-through securities

402.70.3412.4Issued by FNMA and FHLMC

**CLOCLO’’ss $299 million; $299 million; SCDOSCDO’’ss $125 million$125 million
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0

50

100

150
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450

20
-1

1-
02

22
-0

5-
03

13
-1

1-
03

11
-0

5-
04

10
-1

1-
04

28
-0

4-
05

02
-1

1-
05

27
-0

4-
06

23
-1

0-
06

16
-0

4-
07

16
-1

0-
07

20/11/2002=100

Leumi share

Tel-Aviv 25 index

Leumi share and Tel-Aviv 25 index
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Summary

September 30, 2007

-Rate of change*

-12.1%BIS

-20.4%Off balance sheet items

-6.7%Deposits of the public

-8.8%Credit to the public

-10.4%Total revenues

-0.09%Provision for doubtful debts

54.9%57.0%Efficiency ratio

3.0%(7.6%)Expenses

18.5%17.9%Return on net operating profit

61.9%132.5%Rate of change*

2,5662,472Net operating profit

AdjustedActualNIS millions

* to September 30, 2006


