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ln August 2, 2M23, S&m Maalot published the following: 

 

A rating report/update notice: Updated 

 

1. oating report or notice 

 

oating of the corporation:  S&m Maalot ilAAA ___ stable _______  

Comments/Nature of Notice:  Affirmation of rating 

 

oatings history for the 3 years preceding the date of the rating/notice: 

 

Comments/ 

Substance of 

Date Subject of Rating Rating Notice 

S&m Maalot ilAAA Affirmation of 

guly 26, 2M22 Bank ieumi le-Israel B.M. ___ stable ___ rating 

S&m Maalot ilAAA Affirmation of 

ganuary 23, 2M22 Bank ieumi le-Israel B.M. ___ stable ___ rating 

S&m Maalot ilAAA Affirmation of 

guly 2M, 2M21 Bank ieumi le-Israel B.M. ___ stable ___ rating 

S&m Maalot ilAAA Affirmation of 

aecember 29, 2M2M Bank ieumi le-Israel B.M. ___ stable ___ rating 

S&m Maalot ilAAA Affirmation of 

guly 2M, 2M2M Bank ieumi le-Israel B.M. ___ stable ___ rating 

S&m Maalot ilAAA Affirmation of 

November T, 2M19 Bank ieumi le-Israel B.M. ___ stable ___ rating 

 

Explanation: As part of the ratings history, one should only provide the details of the rating 

history of the rating agency which is the subject matter of the immediate report. 

 

 

 



 

 
 

2. 5aWLnJ oI Whe FoUSoUaWLon’s Eonds: 
 

Security name & Comments / 

type TASE Security No. Rating agency Current rating nature of notice 

ieumi Sub. Bonds S&m Maalot S&m Maalot ilAA  Affirmation of rating 

4M2 6M4M398 ___ stable                           

ieumi Sub. Bonds S&m Maalot S&m Maalot ilAA  Affirmation of rating 

4M3 6M4M43M ___ stable                           

ieumi Sub. Bonds S&m Maalot S&m Maalot ilAA  Affirmation of rating 

4M4 6M4M4T1 ___ stable                           

S&m Maalot S&m Maalot ilAAA  Affirmation of rating 

Bonds Series 1T8 6M4M323 ___ stable                          

S&m Maalot S&m Maalot ilAAA  Affirmation of rating 

Bonds Series 1T9 6M4M3T2 ___ stable                          

S&m Maalot S&m Maalot ilAAA  Affirmation of rating 

Bonds Series 18M 6M4M422 ___ stable                          

 S&m Maalot S&m Maalot ilAAA  Affirmation of rating 

Bonds Series 182 6M4MR39 ___ stable                          

S&m Maalot S&m Maalot ilAAA  Affirmation of rating 

Bonds Series 183 6M4MR4T ___ stable                          

S&m Maalot S&m Maalot ilA-1+  Affirmation of rating 

Bonds Series 184 6M4M6M4 ___ stable                          

Subordinated  S&m Maalot S&m Maalot ilAA  Initial rating 

Bonds Series 4MR 6M4M62M ___ stable                          

Commercial  S&m Maalot S&m Maalot ilA-1+  Initial rating 

Securities (Series 3) 1189364 ___ stable                          

Commercial S&m Maalot S&m Maalot ilA-1+  Initial rating 

Securities (Series 4) 119626M ___ stable                          

 
oating history in the 3 years prior to the rating/notice date: 

 
Security TASE Date Type of rated Current rating Comments / 

name & Security security nature of notice 

type No. 
ieumi Sub. 6M4M38M aecember 29, Contingent S&m Maalot ilAA   Affirmation of rating 

Bonds 4M1 2M2M subordinated bonds ___ stable                           

ieumi Sub. 6M4M38M guly 2M, 2M2M Contingent S&m Maalot ilAA   Affirmation of rating 

Bonds 4M1 subordinated bonds ___ stable                           

ieumi Sub. 6M4M38M November T, Contingent S&m Maalot ilAA  Affirmation of rating 

Bonds 4M1 2M19 subordinated bonds ___ stable                           

ieumi Sub. 6M4M398 aecember 29, Contingent S&m Maalot ilAA Affirmation of rating 

Bonds 4M2 2M2M subordinated bonds ___ stable   

Leumi Sub. 6040398 guly 2M, 2M2M Contingent S&m Maalot ilAA Affirmation of rating 

Bonds 402 subordinated bonds ___ stable   

Leumi Sub. 6040398 November T, Contingent S&m Maalot ilAA Affirmation of rating 

Bonds 402 2M19 subordinated bonds ___ stable   

Leumi Sub. 6040430 aecember 29, Contingent S&m Maalot ilAA  Affirmation of rating 

Bonds 403 2M2M subordinated bonds ___ stable                           

Leumi Sub. 6040430 guly 2M, 2M2M Contingent S&m Maalot ilAA  Affirmation of rating 

Bonds 403 subordinated bonds ___ stable                           

Leumi Sub. 6040430 November T, Contingent S&m Maalot ilAA  Affirmation of rating 

Bonds 403 2M19 subordinated bonds ___ stable                           



Leumi Sub. 6040471 aecember 29, Contingent S&m Maalot ilAA  Affirmation of rating 

Bonds 404 2M2M subordinated bonds ___ stable                           

Leumi Sub. 6040471 guly 2M, 2M2M Contingent S&m Maalot ilAA  Affirmation of rating 

Bonds 404 subordinated bonds ___ stable                           

Leumi Sub.  March 9, 2M22 Contingent S&m Maalot ilAA  Initial rating 

Bonds 405 6040620 subordinated bonds ___ stable                           

Leumi Sub.  September 6, Contingent S&m Maalot ilAA  Affirmation of rating 

Bonds 405 6040620 2M21 subordinated bonds ___ stable                           

Bonds Series 6040323 aecember 29, Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

178 2M2M bonds ___ stable                          

Bonds Series 6040323 guly 2M, 2M2M Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

178 bonds ___ stable                          

Bonds Series 6040372 ganuary 1M, 2M22 Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

179 bonds ___ stable                          

Bonds Series 6040372 aecember 29, Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

179 2M2M bonds ___ stable                          

Bonds Series 6040372 guly 2M, 2M2M Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

179 bonds ___ stable                          

Bonds Series 6040372 May 24, 2M22 Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

179 bonds ___ stable                          

Bonds Series 6040422 aecember 29, Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

180 2M2M bonds ___ stable                          

Bonds Series 6040422 guly 2M, 2M2M Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

180 bonds ___ stable                          

Bonds Series 6040539 ganuary 1M, 2M22 Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

182 bonds ___ stable                          

Bonds Series 6040539 November 9, Senior unsecured S&m Maalot ilAAA  Initial rating 

182 2M21 bonds ___ stable 

Bonds Series 6040547 November 9, Senior unsecured S&m Maalot ilAAA  Initial rating 

183 2M21 bonds ___ stable 

Bonds Series 6040547 May 24, 2M22 Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

183 bonds ___ stable                          

Bonds Series 6040547 May 23, 2M23 Senior unsecured S&m Maalot ilAAA  Affirmation of rating 

183 bonds ___ stable                          

Bonds Series 6040604 March 9, 2M22 Senior unsecured S&m Maalot ilAAA  Initial rating 

184 bonds ___ stable 

Commercial 1189364 September 9, Commercial S&m Maalot ilA-1+  Initial rating 

Securities 2M22 Securities ___ stable                          

(Series 3) 

Commercial 1196260 May 23, 2M23 Commercial S&m Maalot ilA-1+  Initial rating 

Securities Securities ___ stable                          

(Series 4) 

 
Explanation: As part of the ratings history, one should only provide the details of the rating 

history of the rating agency which is the subject matter of the immediate report. 

 

Attached is the rating report:  

FAoBan20230802161449_isa.pdf 
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In accordance with oegulation 5 of the Securities oegulations (Periodic and Immediate 

oeports), 1970, a report filed pursuant to these regulations shall be signed by the 

FoUSoUaWLon’s auWhoULzed sLJnaWoULes. )oU a sWaII SosLWLon oI WhLs PaWWeU, see Whe AuWhoULWy’s 
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S&m Maalot affirmed the BanN’s long-term Iao at ilAAA, short-term Iao at il-A+, and 

affirmed the outlook at Stable.  
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Issuer rating ilAAA/Stable/ilA-1 + 

 

Summary 

Main strengths Main risks 

• Leading status in the Israeli banking industry, 

with strong presence in all operating 

segments. 

• Profitability supported by a high interest rate 

environment and efficient processes. 

• A broad deposit base of local customers. 

• High exposure to the local real estate market. 

• Large-scale investment in securities and 

pension liabilities, that create certain 

fluctuations in the capital base. 

• Activity in a competitive environment. 

 

The leading status of Bank Leumi le-Israel B.M. (hereinafter - “/euPL” Rr the “Bank”) Ls a 

strength for its rating. Leumi serves a wide variety of customers in Israel, from households to 

institutions and large corporations. As a result, its profitability indicators and balance sheet can 

be forecast with a relatively high level of certainty. 

The hLgh Lnterest rate envLrRnPent suSSRrts the bank’s SrRILtabLlLty and caSLtal base. 

LHuPL’s profitability is supported by the interest rate increases in Israel, together with continued 

growth of its business activities and operational efficiency initiatives. We expect expenses for 

credit losses to increase to 35 base points in 2024-2025. In this FRnWHxW, wH HxSHFW LHuPL’s rLsk-

adjusted capital (RAC) ratio to improve to 10.5% in 2025, compared to 9.7% at the end of 2022. 

Our assessment is based on a slowdown of the credit growth rate, particularly in the relatively 

high-risk industries. 

/euPL’s geographic and sector concentration continues to be high compared to the 

comparison group. LHuPL’s  FRnFHnWraWLRn  Ls  KLgKHr  WKan  WKH  LnWHrnaWLRnaO  Eanks  Ln  WKH 

comparison group, reflecting its focus mainly in Israel and the relatively concentrated nature of 

the local economy. Leumi is also sensitive to tail risks related to its high real estate exposure. 

Construction and real estate loans were the key growth engine in the last three to four years, and 

we believe this area is presently more vulnerable. 

The Bank’s ratLng alsR reIlects Lts large, decentralLzed deSRsLt base, whLch suSSRrts Lts 

financing profile. HRwHvHr, WKH %ank’s GHSHnGHnFH Rn wKROHsaOH ILnanFLng Ls OLPLWHG, OHss WKan 

10% RI WKH ILnanFLng EasH, GHsSLWH WKH rHFHnW LnFrHasH Ln WKH %ank’s sRurFHs, which are from the 

FaSLWaO  ParkHW,  WR  ILnanFH  WKH  sWrRng  FrHGLW  grRwWK.  7KH  %ank’s  OargH  OLTuLG  assHW  EaOanFH  Ls 

sufficient to comfortably cover its liquidity needs. 

dovernment support will continue to support the rating. 7KH %ank’s  LssuHr raWLng (+1-AA-

LStableLA) is supported by our assessment that Israel will cease its exceptional support in the 

event of financial distress. 



 

 
 

 Bank Leumi le-Israel B.M. 

The Rating corecast 

The rating forecast reflects our assessment that the Bank will be able to maintain a strong 

capital base in the next 24 months, and that its risk-adjusted capital ratio will remain above 

10% in the coming years. We also expect the quality indicators of the assets to remain 

the same as the industry average.  

The downside scenario 

A significant slowdown of the Israeli economy, particularly in the real estate sector, may stress 

the rating. Such a slowdown may be due to a sudden correction in the local real estate market, 

economic pressure due to deterioration of the global economy, or a major escalation of the 

security situation. We may also downgrade the rating if the Bank is unable to maintain its capital 

base, for example because of higher growth of the credit portfolio than expected, particularly real 

estate-related loans, which will stress the capital or risk profile. 

hey indicators 
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Leumi Israel Ltd. hey Ratios And corecasts 
 2021A 2022A 2023c 2024c 2025c 

Growth in operating revenue 21.9 11.8 12.3-15.0 1.7-2.1 0.5-0.7 

Growth in customer loans 15.6 12.2 6.3-7.7 4.5-5.5 5.4-6.6 

ket interest incomeLaverage  
earning assets (kIM) 2.4 2.8 3.0-3.3 2.8-3.1 2.7-2.9 

Cost to income ratio 47.0 38.7 34.2-35.9 34.4-36.2 35.0-36.8 

Return on average common equity 15.2 16.9 13.5-14.9 13.6-15.1 12.7-14.1 

kew loan loss provisionsL 
average customer loans (0.3) 0.1 0.4 0.3 0.2 

Gross nonperforming assetsLcustomer loans 1.1 0.8 1.0-1.1 1.3-1.4 1.2-1.4 

Risk-adjusted capital ratio 9.4 9.7 9.7-10.2 10.1-10.6 10.2-10.7 

 

A - Actual. F - Forecast. All data are after adjustments of S&P Global Ratings. 

Anchor: Reflects the focus of activities in Israel 
We expect the growth of the Israeli economy to slow down to 1.5% in 2023, due to the current 

SROLWLFaO HnvLrRnPHnW, WKH sORwGRwn Ln grRwWK RI ,sraHO’s kHy WraGLng SarWnHrs anG WLgKWHnLng RI WKH 

monitory policy. We estimate that the economic growth will return to an annual average of 3.5% 

from 2024, due to a more supportive environment. Since 2020, there has been a substantial 

increase of 27% in credit in the Israeli financial system, mainly in the construction and mortgage 

sectors, and real estate prices have risen by 22.4% in real terms, mainly due to the housing crisis. 

We now expect the rise in real estate prices to moderate in 2023 and stabilize thereafter, and the 

high interest rate environment and inflation to slow down the credit growth. We believe that the 

significant exposure of the banks to the real estate sector is a risk factor, but we estimate that 

banks have the tools to deal with such risk. We expect the credit losses to continue increasing to 

40 base points in 2023, and then to decrease to pre-pandemic levels of 25-30 base points in 

2024-2025. 

 

 

Dummy Text



 

 
 

 Bank Leumi le-Israel B.M. 

The banking sector in Israel has a strong capital base, very high liquidity and a strong financing 

profile, consisting mainly of local deposits. The regulatory supervision is strict, and has led to 

toughening of the underwriting terms of the banks. We expect the profitability of the Israeli banking 

sector to continue to be supported by the high interest rate environment, together with increased 

efficiency. In our view, the banks are well prepared to deal with digitization risks, but non-bank 

FrHGLW  SrRvLGHrs  anG  SrRPRWLRn  RI  FRPSHWLWLRn  Ey  WKH  %ank  RI  ,sraHO  Pay  KarP  WKH  sHFWRr’s 

profitability in the short term. 

Business status: Leading domestic market share 

Bank Leumi has a leading competitive status, along with substantial presence in all segments in 

the banking industry in Israel (see Charts 1 and 2). The Bank aspires to maintain its current market 

shares in most operating segments, while continuing to increase mortgages. At the same time, 

Leumi will continue to increase its digitization efforts, while maintaining close control of costs in 

the inflationary environment. 

Chart 1: Leumi has a substantial market share in all segments  
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 Bank Leumi le-Israel B.M. 

 Chart 2: Leumi is one of the two largest banks in Israel

 
 

%ank LHuPL Kas GLvHrsLILHG OLnHs RI EusLnHss WKaW SrRvLGH sWaELOLWy. HRwHvHr, WKH %ank’s HxWHnsLvH 

activity in the capital market and investment banking leads to certain fluctuations in its revenue 

base (see Chart 3). 

Chart 3: Leumi has a diversified revenue base that assists in forecasting 
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 Bank Leumi le-Israel B.M. 

Since 2020, the Bank has grown significantly, but such growth focuses mainly on the real estate 

and construction industries, which, in our view, are presently more risky. We consider 

maintenance of strict underwriting standards positively, but believe that rapid growth of the real 

estate sector may expose Leumi to risks, due to deterioration of the economic environment. As 

wLWK WKH RWKHr EankLng sysWHPs, wH HxSHFW WKH %ank’s FrHGLW grRwth to moderate in the coming 

years, due to erosion of financing conditions. In particular, we expect the Bank to adopt a more 

conservative approach to the real estate and construction industries. 

On the international level, the Bank collaborates with the rS salley kational Bank (hereinafter - 

“9aOOHy”) IRr sHrvLFLng RI WKH RSHraWLRns RI OargH ,sraHOL FusWRPHrs Ln WKH 86A, wKLFK arH LPSRrWanW 

customers for it. On April 1, 2022, Bank Leumi finalized the sale of 85% of Bank Leumi rSA 

shares for a cash consideration and 14.2% of salley. Although we believe the sale reduced the 

operational risk, we estimate that it increased exposure to the present challenging environment 

of regional banks in the rSA. As evidence, in May 2023 Leumi wrote off kIS 1 billion of its 

LnvHsWPHnW Ln 9aOOHy Ln RrGHr WR rHIOHFW WKH wHak SHrIRrPanFH RI WKH %ank’s sKarH SrLFH, WKH saPH 

as the other regional banks in the rSA. We estimate that there is still uncertainty regarding salley 

due to erosion of its interest spreads and financing indicators. We take into account the risk 

involved in the investment in salley by deducting the investment of kIS 2.4 billion from the 

calculation of our capital. 

Capital and profitability: The improved profitability will support capital 

stability 
We expect Bank Leumi to gradually improve its capital base, which is measured according to the 

risk-adjusted capital (RAC) ratio, and will support strong profitability alongside a slowdown in 

business growth. 

At the end of 2022, Leumi presented a high return on capital, at a rate of 17%. In addition to the 

FrHGLW LnFrHasH anG PHasurHs WR rHGuFH FRsWs, WKH %ank’s rHvHnuH anG SrRILWs arH suSSRrWHG WR a 

considerable extent by the increase in interest rates, reflecting its deposit-rich profile (see Chart 

4). Such support is expected, at least gradually, simultaneously to changes in monetary policy, to 

increase competition on the prices of deposits and the increasing transition to other products. 

In our forecast, we take into account: 

• Return on equity of 13.5%-14.5%. 

• A net interest spread, which will remain high, at around 3% in 2023, the same as in the first 

quarter, and then return to the same rate as in 2022. 

• Strong performance in revenue from various fees and commissions. 

• Increase in credit losses to 35-40 points in 2023-2025, due to deterioration of the economic 

environment and accelerated increase in credit in recent years. 

• 7%-8% growth of the credit portfolio in 2023 thanks to a strong first quarter, and 5% growth 

thereafter. 

• aistribution of dividends according to historical levels. 

7KHrHIRrH,  wH  HxSHFW  %ank  LHuPL’s  rLsk-adjusted capital (RAC) ratio to be 10.5% in 2025, 

compared to 9.7% as at aecember 2022. 
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 Bank Leumi le-Israel B.M. 

Chart 4: /euPL’s RutstandLng credLt and Lnterest sSreads are Rn the rLse 

 

 
As at March 31, 2023, financial assets were 14.5% of the total assets. They are quite diversified 

(see Chart 5), and kIS 6 billion thereof is invested in shares with a high risk weight of 822% in 

the calculation of our capital. 

 

Chart 5: /euPL’s securLtLes SRrtIRlLR Ls dLversLILed, but causes fluctuations in the 

regulatory capital base 
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 Bank Leumi le-Israel B.M. 

Adjustment of pension benefits and of value of assets to market prices - risk-

adjusted capital ratio compared to regulatory capital ratio 

When calculating the risk-adjusted capital, we deduct unrecognized losses or gains from the 

assets held for sale portfolio. As a result, the risk-adjusted capital does not reflect changes in the 

value of the debt assets held by the Bank. Losses related to changes in the market value of Bank 

LHuPL’s ERnGs aPRunted to kIS 1.78 billion as at March 31, 2023 compared to gains of kIS 847 

million as at aecember 31, 2021, mainly due to the increase in interest rates. 

Including non-tangible gains and losses in the total adjusted capital creates greater fluctuations 

of the risk-aGMusWHG FaSLWaO raWLR, anG Pay GLsWRrW WKH rHaO sLWuaWLRn RI WKH %ank’s FaSLWaO aGHTuaFy 

in cases where gains and losses are not expected to occur. However, although we do not include 

losses and gains related to changes in the market value of assets in the total adjusted capital, we 

take into account their volume, their effect on liquidity and the likelihood that they might lead to 

actual losses. 

We deduct the unrecognized losses in respect of pension benefits from the capital. Those 

amounted to kIS 1.5 billion as at March 31, 2023, a decrease from kIS 3.5 billion as at aecember 

2021 (we increase the capital by the amount of unrecognized gains only when this approach 

matches that of the regulators). 

From guly 2022, the Bank of Israel allows Bank Leumi to spread the change in net pension 

liabilities resulting from the change in discount rate over four quarters, in order to smooth the 

effect on capital. This is compared to a moving average over eight quarters which the Bank of 

Israel allowed in the past. 

Risk profile: eigh concentration in real estate credit 
,n Rur RSLnLRn, %ank LHuPL’s FrHGLW SRrWIROLR Ls PRrH FRnFHnWraWHG WKan PRsW LnWHrnaWLRnaO Eanks 

Ln  WKH FRPSarLsRn grRuS. DuH WR WKH sPaOO sLzH RI  WKH  ,sraHOL HFRnRPy anG WKH %ank’s  OHaGLng 

status in the commercial credit market, the exposure to large borrowers constitutes a risk 

compared to banks in larger and more decentralized economies. 

The key risk factor for Bank Leumi and its local competitors is the high exposure to credit to the 

real estate industry (see Chart 6), particularly to construction finance and income-generating real 

estate. 
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 Bank Leumi le-Israel B.M. 

Chart 6: Local exposure to the real estate industry is a risk factor 

 

Exposure to residential real estate is less risky, in our opinion, than exposure to income-

generating real estate, but we are aware of the strong growth of the real estate sector and prices 

in recent years. The moderate loan-to-value (LTs) ratio is (48.6% on average as at March 2023), 

conservative underwriting standards and ongoing demand for housing due to population growth 

and limited supply of housing, mitigates the risk to some extent, in our opinion. 

:H EHOLHvH  WKaW  WKH %ank’s KLgK HxSRsurH  WR FRnsWruFWLRn  ILnanFH anG  LnFRPH-generating real 

estate is more risky, particularly consiGHrLng LHuPL’s sWrRng grRwWK Ln WKH sHFWRr Ln rHFHnW yHars 

(sHH  &KarW  7).  60%  RI  LHuPL’s  HxSRsurH  Ls  FRnFHnWraWHG  Ln  rHsLGHnWLaO  rHaO  HsWaWH,  WKHrHEy 

reducing the risk to a certain degree, but recent projects might depend on a pricing assumption 

that may turn out to be too high due to the weakened state of the economy, which constitutes a 

risk, in our view. Offices and shopping malls displayed resilience during the Covid-19 crisis, but 

we are still witnessing the risk of oversupply in the office sector, particularly if the demand of the 

high-tech sector decreases significantly. 
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Chart T: drowth of the real estate and construction sectors led to credit growth 

 
7KH raWH RI WKH %ank’s nRn-performing assets was 0.8% of the credit portfolio on March 31, 2023, 

a good rate in a global and local comparison. However, as a result of the economic slowdown, 

the increase in inflation and the strong growth of the real estate and construction industries, we 

expect a certain impairment of the quality indicators of assets, with an increase in the rate of non-

performing assets to 1.4% until 2025 and a rise in credit losses to an average of 35 base points. 

The exposure to credit risk may increase if the decline in real estate prices continues much longer 

or is more volatile than expected, if Leumi continues to increase its exposure to the sector, and 

particularly to construction and commercial real estate, or if the risk of oversupply in the retail and 

office sectors materializes. 

The Bank has significant operational risks, which are not unique to it. They are related mainly to 

the geopolitical situation in the region and possible damage to the Bank in the event of stress 

events. These risks are expressed in the adjustments that we make to our anchor to banks in 

Israel. Furthermore, Leumi has not experienced any significant cyber events in the last three 

years, and continues to strengthen its cyber risk management. The Bank has set a sustainability 

strategy, policy and a frame for environmental, social and corporate factors that constitutes an 

important consideration in credit or investment decisions. 

cinancing and liquidity: Stable liquidity and large volume of deposits 

support the financing profile 
LHuPL’s ILnanFLng EasH FRnsLsWs PRsWOy RI FRrH GHSRsLWs, wKLFK, Ln Rur opinion, are diversified and 

stable. kotwithstanding the stability of corporate and institutional deposits, which constitute 51% 

of the total local deposits, they indicate a certain competition in the pricing of the deposits. We 

expect a transition from non-interest bearing deposits, which constitute 34% as at March 2023, to 

interest-bearing deposits, while the latter will be repriced more rapidly in the coming quarters 

compared to 2022, particularly the larger ones. 
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aue to its large deposit base, Bank Leumi does not depend substantively on wholesale financing 

to finance long-term customer assets. As at March 31, 2023, debt issues were 5.6% of the total 

financing. 

The Bank has substantial liquid asset buffers, including cash, deposits at the Bank of Israel and 

other banks, and investments in securities, in a volume of a third of the total assets as at March 

31, 2023. The firm financing and liquidity indicators support the rating (see Chart 8). 

Chart 8: The ILrP lLTuLdLty suSSRrts the Bank’s LndLcatRrs 
 

 

 

 

 

 

 

 

bxternal support: Potential government support 
7KH %ank’s  ORng-term issuer rating is supported by its systematic importance in Israel and by 

government policy that supports the local banking system. We will reconsider our assessment of 

government support if the regulatory authorities revise the regulatory framework of support to 

banks, but we do not expect such reduction in the mid-term. 

bnvironmental, Social and Corporate dovernance (bSd) factors 

b-2, S-2, d-2: bSd indicators in the credit rating 

We believe that environmental, social and corporate governance factors affect the quality of Bank 

LHuPL’s FrHGLW Ln WKH saPH way as WKH LnGusWry anG RWKHr ,sraHOL Eanks. 

,n rHFHnW yHars, WKHrH wHrH sHvHraO FKangHs WR WKH %ank’s sHnLRr PanagHPHnW, EuW wH Hxpect 

continuity and consistency in its strategy. We believe that the Bank management is experienced 

and professional. Bank Leumi has a firm system of checks and balances in its decision making 

anG HxWHrnaO GLrHFWRrs WKaW suSSRrW WKH %ank’s sWraWHgy. 
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(nvLrRnPHnWaO anG sRFLaO IaFWRrs aIIHFW WKH TuaOLWy RI %ank LHuPL’s FrHGLW Ln WKH saPH way as WKH 

RWKHr Eanks  Ln  WKH  LnGusWry. :H HxSHFW  WKH %ank’s  LnvHsWPHnWs  Ln GLgLWLzaWLRn  WR KavH graGuaO 

positive environmental effects. Furthermore, the Bank revised its underwriting policy, to take into 

account environmental, social and corporate governance factors, and it recently signed a 

transaction of ErR 500 million with EIB for the provision of green credit to small and mid-sized 

businesses. With respect to social risks, Bank Leumi will continue to reduce its workforce as part 

of its strategy. We expect early retirement processes to be carried out cautiously. 

eybrid instruments 
We rate subordinated bonds with a loss-absorption mechanism by reducing one notch from the 

%ank’s  sWanGaORnH  FrHGLW  SrRILOH  GuH  WR  LnsROvHnFy  rLsk,  EHFausH  wH  GR  nRW  HxSHFW  WKHsH 

instruments to have state support, and by reducing another notch from the local rating, due to 

their subordination. The final rating of these instruments is DilAAD. 

aata and financial ratios 
Table 1. 
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1 Bank Leumi le-Israel B.M. hey cigures (Mil. ILS) 
 Annual Annual aec- Annual aec- Annual aec-

ntr Mar-2023 aec-2022 2021 2020 2019 

Adjusted assets 682,477 698,109 656,440 556,020 469,118 

Customer loans (gross) 410,259 390,877 348,331 301,263 286,550 

Adjusted common equity 47,291 45,904 38,843 34,586 32,237 

Operating revenues 4,898 17,663 15,802 12,968 13,407 

koninterest expenses 1,629 6,834 7,425 6,928 7,799 

Core earnings 1,502 7,068 5,968 2,128 3,302 

aata are based on S&P Global Ratings adjusted number and ratios    

Table 2.      

Bank Leumi le-Israel B.M. Business Position (Mil. ILS) 
 Annual aec- Annual aec- Annual aec- Annual aec-

ntr Mar-2023 2022 2021 2020 2019 

Total revenues from business line 
(currency in millions) 3,905 18,631 15,965 12,969 13,802 

Commercial bankingLtotal revenues from 
business line 71.75 48.03 42.81 50.71 44.52 

Retail bankingLtotal revenues from 
business line 48.07 27.75 24.03 28.57 28.76 

Commercial & retail bankingLtotal 
revenues from business line 119.82 75.78 66.83 79.28 73.29 

Other revenuesLtotal revenues from 
business line (19.8) 24.22 33.17 20.72 26.71 

Return on average common equity 7.91 16.93 15.21 5.75 9.96 

aata are based on S&P Global Ratings adjusted number and ratios 
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Table 3. 
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Bank Leumi le-Israel B.M. Capital and barnings 
 Annual Annual Annual Annual 

aec- 2022 ntr Mar-2023 aec- 2021 aec- 2020 aec- 2019 

Tier 1 capital ratio 11.23 11.46 11.50 11.87 11.88 

6&3 GOREaO 5aWLngs’ 5A& raWLR EHIRrH GLvHrsLILFaWLRn kLA kLA 9.41 10.66 10.41 

6&3 GOREaO 5aWLngs’ 5A& raWLR aIWHr GLvHrsLILFaWLRn kLA kLA 8.76 9.40 8.89 

Adjusted common equityLtotal adjusted capital 100.00 100.00 100.00 100.00 100.00 

ket interest incomeLoperating revenues 80.20 74.79 65.47 67.27 65.94 

Fee incomeLoperating revenues 19.35 20.01 22.19 24.39 23.24 

Market-sensitive incomeLoperating revenues 0.51 2.95 10.85 7.91 10.32 

Cost to income ratio 33.26 38.69 46.99 53.42 58.17 

Preprovision operating incomeLaverage assets 1.89 1.60 1.38 1.18 1.21 

Core earningsLaverage managed assets 0.87 1.04 0.98 0.42 0.71 

kLA - not applicable 
aata are based on S&P Global Ratings adjusted number and ratios 

 

Table 4. 

Bank Leumi le-Israel B.M. RACc [Risk-Adjusted Capital crameworkz aata (Mil. ILS 

  

 Average 
Basel III Basel III SCP dlobal Average SCP 

bAa(1) RtA(2) Rt(B) RtA dlobal Rt (B) 

Credit risk 

Government and central banks 240,462 5,048 2 2,429 1 

Of which regional governments and local 
authorities 10,546 3,881 37 380 4 

Institutions and CCPs 35,940 7,746 22 8,924 25 

Corporate 264,934 243,784 92 273,174 103 

Retail 162,778 97,047 60 65,839 40 

Of which mortgage 121,346 65,893 54 34,754 29 

Securitization (3) 3,174 751 24 751 24 

Other assets (4) 8,220 28,964 352 21,391 260 

Total Credit Risk T15,509 383,339 54 3T2,509 52 

Total credit valuation adjustment — 3,323 — 4,320 — 

Equity in the banking book 6,126 5,995 98 50,552 825 

Trading book market risk -- 6,610 -- 9,915 -- 

Total market risk -- 12,605 -- 60,46T -- 

Total operational risk -- 26,3T5 -- 34,120 -- 

 

  B of SCP dlobal 
Basel III RtA SCP dlobal RtA RtA 

RWA before diversification  425,642  4T1,416 100 

Total aiversificationL Concentration Adjustments --  50,3T4 11 

RWA after diversification  425,642  521,T90 111 

 

 Tier 1 ratio Total adjusted SCP dlobal RAC 
Tier 1 capital (B) capital ratio (B) 

Capital ratio before adjustments 48,T9T 11.5  45,904 9.T 

Capital ratio after adjustments (5) 48,T9T 11.5  45,904 8.8    
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(1) EAa: Exposure At aefault (2) RWA: Risk-Weighted Assets (3) Securitisation Exposure includes the 

securitisation tranches deducted from capital in the regulatory framework (4) Other assets includes 

aeferred Tax Assets (aTAs) not deducted from ACE (5) For Tier 1 ratio, adjustments are additional 

regulatory requirements (e.g. transitional floor or Pillar 2 add-ons) 

Table 5. 
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Bank Leumi le-Israel B.M. Risk Position (B) 
 Annual Annual 

Annual aec- aec- Annual 
ntr Mar-2023 aec- 2022 2021 2020 aec- 2019 

Growth in customer loans 19.83 12.21 15.62 5.13 4.08 

Total diversification adjustmentLS&P  
GOREaO 5aWLngs’ 5:A EHIRrH GLvHrsLILFaWLRn kLA kLA 7.39 13.39 17.15 

Total managed assetsLadjusted common equity (x) 14.43 15.23 16.90 16.08 14.55 

kew loan loss provisionsLaverage customer loans 0.41 0.13 -0.25 0.87 0.22 

ket charge-offsLaverage customer loans 0.08 0.07 -0.03 0.18 0.24 

Gross nonperforming assetsLcustomer  
loans H other real estate owned 0.83 0.77 1.12 1.60 1.23 

Loan loss reservesLgross nonperforming assets 156.30 165.98 116.11 109.57 94.36 

kLA - not applicable 
aata are based on S&P Global Ratings adjusted number and ratios 

Table 6. 

Bank Leumi le-Israel B.M. cunding and Liquidity 
 Annual Annual Annual Annual 

 ntr Mar-2023 aec- 2022 aec- 2021 aec- 2020 aec- 2019 

Core depositsLfunding base 90.33 91.07 92.45 93.13 93.36 

Customer loans (net)Lcustomer deposits 75.93 69.24 63.96 66.18 75.74 

Long-term funding ratio 95.50 94.93 95.00 96.36 97.51 

Stable funding ratio 128.79 137.31 145.32 140.28 126.61 

Short-term wholesale fundingLfunding base 4.88 5.47 5.36 3.93 2.71 

Regulatory net stable funding ratio 118.00 128.00 131.00 kLA kLA 

Broad liquid assetsLshort-term wholesale funding (x) 6.59 6.68 7.77 10.15 11.82 

Broad liquid assetsLtotal assets 27.81 31.96 36.91 34.44 27.33 

Broad liquid assetsLcustomer deposits 35.59 40.10 45.08 42.82 34.28 

ket broad liquid assetsLshort-term customer deposits 37.74 42.62 49.09 48.26 39.23 

Regulatory liquidity coverage ratio (LCR) (x) 1.18 1.31 1.24 1.37 1.23 

Short-term wholesale fundingLtotal wholesale funding 50.43 61.26 71.08 57.21 40.76 

kLA - not applicable 

aata are based on S&P Global Ratings adjusted number and ratios 
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• Methodology for Linking Long-Term and Short-Term Ratings - April 7, 2017 

• Methodology: Risk-Adjusted Capital Adequacy Methodology of Financial Institutions - guly 20, 2017 

• Group Rating Methodology Published - guly 1, 2019 

• Methodology – General: Credit Risks Resulting from Environment, Society, and Corporate Governance 

Factors, October 10, 2021 

• Methodology: A Methodology for Rating Financial Institutions, published on aecember 9, 2021 
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• Methodology – General: Hybrid Capital Rating, published on March 2, 2022 
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• Methodology For kational And Regional Scale Credit Ratings - gune 8, 2023 
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February 20, 2003 
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ilAAHyStable 
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ilAAAyStable 
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ilAAH 
ilAAA 

  

Short term    
March 2022, 2023 ilA-1H 
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aate and time when the  
event first became known August 2, 2023 15:37 
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S&P Maalot is the commercial name of S&P Global Ratings Maalot Ltd. To view the list 

of the most up-to-date ratings and for further information about the credit rating monitoring 

SROLFy, SOHasH gR WR 6&3 GOREaO 5aWLngs 0aaORW LWG.’s website at www.maalot.co.il 

All rights reserved. © ko content (including ratings, analyses and information related to ratings, 

valuations, models, software or output thereof) or any part thereof (hereinafter collectively – the 

“Content”) Pay EH PRGLILHG, reverse engineered, reproduced, distributed by any means, or stored 

in a database or retrieval system, without the prior written permission of S&P Global Ratings 

Maalot Ltd. or its related companies (hereafter collectively – “SCP”). 7KH FRnWHnW wLOO nRW EH used 

for illegal or non-authorized purposes. S&P and any third-party service providers, including its 

directors, managers, shareholders, employees, or agents (hereinafter collectively – “6&3 anG WKH 

5HOaWHG 3arWLHs”) GR nRW guaranWHH WKH aFFuraFy, FRPSOHWHness, currentness, or availability of the 

Content. S&P and the Related Parties are not liable for any errors or omissions (whether or not 

they are due to negligence), for any reason, the results arising from the use of the Content, or the 

security or maintenance of any data input by the user. The content is provided on an as-is basis. 

SCP and its Related Parties give no express or implied warranties or representations, 

including, but not only, about the quality or suitability thereof for a specific purpose, the 

absence of bugs, software errors or defects, that the functioning of the Content will be 

uninterrupted or that the Content will operate with any software or hardware configuration. 

In no event will S&P and the Related Parties be liable for any direct andLor indirect damages, 

including incidental or consequential damages, exemplary compensation, punitive compensation, 

or special compensation, costs, expenses, legal fees, or losses (including, without derogating 

from the generality of the aforesaid, compensation for lost income or lost profits, lost business 

opportunities or losses caused by negligence) caused in connection with any use of the Content, 

even if advised in advance of the possibility of such damages. 

Ratings and other analytic analyses, including the ratings and other information included in the 

Content, are statements of as of the publication date and are not statements of fact. The ratings 

and other analytical analyses of S&P are not recommendations to purchase, hold, or sell any 

securities or to make any investment decisions, and do not address the suitability of any 

securities. S&P assumes no obligation to update the Content subsequent to publication thereof 

in any format. The Content should not be relied on when making investment decisions or other 

business decisions, and it is not a substitute for the skills, judgment, or experience of the users, 

their management, employees, advisors, andLor customers when making such decisions. S&P 

GRHs nRW aFW as an “HxSHrW” Rr an LnvHsWPHnW anG/Rr sHFurities consultant, except where registered 

as such. Rating reports are correct as of the time of their publication. S&P updates the rating 

reports following ongoing or annual monitoring of events.  

While S&P obtains information from sources it believes to be reliable, it does not perform an audit 

and undertakes no obligation to conduct a due diligence review or independent verification of the 

information it receives. S&P publishes rating-related reports for various reasons that are not 

necessarily dependent on the activity of a rating committee, including the publication of a periodic 

update of credit rating and related analyses. 

S&P maintains certain activities of its business units separate from one another in order to retain 

the objectivity of their respective activities. Consequently, certain S&P business units may have 

information that is not available to other S&P business units. S&P has established policies and 
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procedures to maintain the confidentiality of certain non-public information received in connection 

with the analytical procedures it performs.  

S&P receives financial compensation for its rating services and the analyses it carries out, 

normally from issuers or underwriters of securities or from obligors.  S&P reserves the right to 

disseminate its opinions and analyses. S&PDs public ratings and analyses are available on S&P 

0aaORW’s wHEsLWH, www.maalot.co.il anG 6&3’s wHEsLWH, www.spglobal.comLratings,, and may also 
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