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Political risks remain elevated, despite a reduced likelihood of an attack on Iran and

Syria. In particular, spillover effects from the civil war in neighbouring Syria remain high,

and investor confidence may be tempered as a result.

We project real GDP growth in Israel to come in at 3.2% in 2014 and 3.6% in 2015, from

growth of 3.3% in 2013. the economy will remain in a soft patch this year, with fiscal

austerity hitting consumer demand and export growth only modestly accelerating.

Major Forecast Changes

We believe that the Israeli shekel will gradually appreciate in 2015, a result of significant

inflows of foreign exchange in the form of investment and payments by international gas

companies, improvements in Israel's trade position and a reversal of the central bank's

dovish monetary policy. We project the Israeli shekel to average ILS3.5000/ USD and

ILS3.4000/USD in 2014 and 2015, respectively, from previous forecasts of

ILS3.5400/USD this year and ILS3.600/USD the next.
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