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Israeli Hi-tech Companies | II™7NIW? 710-""71 172N ﬁ
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In 2016, a quarter of all Israeli hi-tech companies — TI'7NIW 710-"77 M1720A U312 ,2016 MW
in Israel were based in Tel Aviv-Yafo. 19'-1"INT7N1 071NN TNIW

Israeli Startup Companies | T"7NIW" 7317 11710 ﬁ
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Startups are a subcategory of Israeli hi-  7B-"11 MIAN 7W ANIA7-171 10 73700 730
tech companies and constitute a large  j70-""1111 711720 77230 1710°W1 ,Y7NTW0
portion of the overall number of Israeli  64%-63%-17NIW'1 57%-53%) M21 T7NIWT
hi-tech companies (53%-57% in Israel N19-1aN"7na
and 63%-64% in Tel Aviv-Yafo).
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The Israeli hi-tech industry is comprised of either Israeli hi-tech companies or Int’l R&D centers.
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Employees in hi-tech companies in Tel Aviv-Yafo  TI"7NTWY) 71B-""71 117203 0700107 7W 077N
(Israeli and Int'l) constitute 12% of the overall  D'70UINMAN 12% 117170 19'-1"IN"713 (M7 011
number of hi-tech employees in Israel. NI 71-70 T11ana
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In 2016 a fifth of all Int'l R&D centers in Israel
were based in Tel Aviv-Yafo.
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Between 2012-2016 the overall number of
hi-tech companies in Israel in general and in
Tel Aviv-Yafo in particular rose substantially.
This rise encompasses both Israeli hi-tech
companies (including startups) and even more
so Int'l R&D centers, which more than doubled
in number in Tel Aviv-Yafo and almost tripled
in number of emplees.
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Israeli Hi-tech Companies Distribution - by Company Stage in Tel Aviv-Yafo and Israel
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Israeli Hi-tech Companies and their Employees - Tel Aviv-Yfo as a Percentage of Israel

Startups are either seed-stage or R&D-stage
hi-tech companies.

Between 2012-2016, the overall percentage
of startups in Tel Aviv-Yafo remained the
same (63%-64 %), although their composition
changed: There was a a decrease in the
percentage of seed-stage startups and a rise
in the percentage of R&D-stage startups. This
figure is evidence of the maturation of startups
in the City and their progression from idea
stages to those of research and development.
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Ranking and Market Share of Tel Aviv-Yafo in the 10 Leading Clusters in Israel
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The 10 Leading Clusters in Israel and Tel Aviv-Yafo

Hi-tech companies are classified based on their
fields of activity. Companies active in the same
technological field are categorized as a cluster.

Data presented includes Israel's 10 leading tech
clusters. These are presented in a descending
order, from the cluster with the highest amount
of companies in Israel (Big Data & Cloud) to
the cluster ranked 10th (Edtech). All additional
columns are presented in the order in which they
relate to the rank of amount of companies in
Israel.

Only about a half of Israeli hi-tech companies
are included in these top 10 clusters. In addition
to the leading clusters, there are hundreds of
smaller and more specific clusters that cannot
be presented here.

It should be noted that there is an overlap
between clusters, and a company may be
ascribed to more than one cluster simultaneously.

Both the Tel Aviv and the Israeli hi-tech
industries are highly diverse and comprised of
many categories and subcategories, allowing
them to be stronger and more resilient than
less diverse technology industries. This diversity
creates a strong ecosystem that can offer
specific solutions for new fields.
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Openings and Closings of Israeli Hi-Tech Companies
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Openings and Closings of Israeli Hi-Tech Companies in Tel Aviv-Yafo
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DEVELOPMENTS IN THE ISRAELI HI-TECH INDUSTRY, 2007-2015 | 2015-2007 D"Wil 1'3 N'7NIW 7B-"10 N'WUN3 N1" N5

Between 2007-2015, about 2,200 Israeli
hi-tech companies opened in Tel Aviv-Yafo
and about half of them closed. Overall about
1,000 new hi-tech companies were added
to the City during this period. This addition
represents over a third of the total number
of Israeli hi-tech companies that opened in
Israel during these years.

Starting in 2012, there has been a significant
rise in the number of Israeli hi-tech
companies added (net) to the City. This rise
is evident both in nominal and relative terms,
in relation to the overall number of Israeli
hi-tech companies added to Israel (37%-
42% each year)
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Capital Raisings and Exits of Israeli Hi-tech Companies
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Capital Raisings and Exits of Israeli Hi-tech Companies

+ Between 2010-2015, roughly 900 Israeli  {713-"11 T1172N 900-3 2015-2010 DIWA 13 »

hi-tech companies in Tel Aviv-Yafo raised
external capital. The overall capital raised
during this period is about 3.8 hillion USD,
which account for about 27 % of the overall
capital raised in Israel during that period.

The number of Israeli hi-tech companies
raising capital grew during these years from
a few dozens to over 200 companies each
year. The capital raised by each company grew
as well: the average value of capital raised
doubled, from 3 .6 million USD in 2010 to 6 .6
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Analysis of Exits by Israeli Hi-tech Companies, 2012-2015
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Exits include either M&A's or IPO's.

MR&A refers to the purchase of a company by
a larger company. This merger creates the
"absorption' of the company bought within
the company that bought it and in the long term
the bought company ceases to exist.

IPO refers to a company funding its activities
through the sale of a portion of itself to the
public. In such a case the company continues to
exist and even expands its activities. Thus, the
control of the company remains within the hands
of the owners. This contributes to employment
and growth, and so, IPO's are more favorable
to the economy.
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9% of exits and 12 % of the value of exits in Tel
Aviv-Yafo between 2012-2015 were IPO's. The
rate of IPQ's in Tel Aviv-Yafo in this period was
higher than that in Israel.
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Investors In Israeli Hi-Tech Companies by Type and Ownership

2016 710111 ,U'7WAN 110 97
Investors by Type, November 2016

As of 2016, there were 163 active investorsin 163 19'-1'IN"711 07019 ,2016 TIW7 1133
Tel Aviv-Yafo, accounting for about 40% of the  D'U'{7WAINT 7730 40%-23 D10 ,0'UY7WN
overall investors active in Israel. INTW1 070190
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A PERCENTAGE OF ISRAEL

The composition of investors in Tel Aviv-Yafo ~ 1117 N17T 19'-1"AN"7N1 D'Uy7WA0 ‘7'00N
is similar to that of Israel in general, with the D' 11BI70{7N O O''2A 0'B713M,7NTW AW
leading investors being Accelerators (about a 0N W*7m2) 112'0-111 11771 (01'YNA2)
half) and VC's (about a third).
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Investors by Ownership (Israeli/Foreign), November 2016
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A PERCENTAGE OF ISRAEL

A majority of investors in Israel and in Tel Aviv-
Yafo are Israeli (85%-88%).1n 2016, more than
half of the foreign investors investing in Israeli
hi-tech companies did so in Tel Aviv-Yafo.
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Investors by Type and Ownership (Israeli/ Foreign), November 2016
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Tel Aviv-Yafo as a Percentage of Greater Tel Aviv
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Companies and Employees as a Percentage of Greater Tel Aviv

ISRAELI HI-TECH
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Tel Aviv-Yafo as a Percentage of Greater Tel Aviv
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As of 2016, Tel Aviv-Yafo is home to almost
half of all Israeli hi-tech companies and 40% of
all International R&D centers in Greater Tel Aviv.
In relation to startups the figure is escpecially
high (58%).
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*For definition of Greater Tel Aviv please see definitions at the beginning of the booklet.
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TEL AVIV-YAFO AS A PERCENTAGE OF GREATER TEL AVIV | 12701 71TNA TINND 19'-1'aN""71

12700 11TNA 19*-1*IN"71 7w 7770 9300 TIN50 &
Sector Development - Tel Aviv-Yafo as a Percentage of Greater Tel Aviv

Between 2007-2015, 3,754 hi-tech companies 3,754 1J70i1 11TN1 1NJ19] 2007-2015 DIWi 12
opened in Greater Tel Aviv and 1,864 closed. JN13N 1,864 171011 MWTN j7B-"11 711720

Overall, 1,890 'SGrae" h"TtelC/': ?OmOpa”'eS geri 7= TN 1,890-3 193 19013 717N 09w 27710
added (net) to Greater Tel Aviv. Over 60% 0 e

them were in Tel Aviv-Yafo.
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Capital Raisings | 11i1 011

Between 2010-2015, Israeli hi-tech companies TN 7B-""711 711720 2015-2010 0IWN 11
in Greater Tel Aviv conducted 1,787 capital W WA 110 '0171 1,787 1UN'D 12700 1IN
raisings at an overall value of 8,063 hillion USD. $ "1"7'1 8,063
Close to half of the overall value and number
of these capital raisings were in Tel Aviv-Yafo.
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Number of Capital Raisings & their Value - Tel Aviv-Yafo as a Percentage of Greater Tel Aviv
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Tel Aviv-Yafo as a Percentage of Greater Tel Aviv

Investors | D'U7UN

In 2016, 256 investors invested in hi-tech  .0'W'7WN 256 2016 MW 17U9 127107 TITNI
companies in Greater Tel Aviv. Close to two ~ 85%-7 MMN1T1) O'7NTW* O'U'7WA Ol 84%
thirds of them did so in Tel Aviv-Yafo. :N1i1 19INI 017970 0 .(19-1'IN"713

84% of these 256 investors were Israeli (similar
to the figure in Tel Aviv Yafo - 85%). They
distribute as following:

D' BTI0N 112'0 111 Ny 071N AN DIBATIN
ACCELERATORS vC's CLUB ANGELS INCUBATORS

Exits | D'B'T{IN

Between 2007-2015, Israeli hi-tech companies — TIYZNIWY 719-"711 1117320 2015-2007 0UWN 1]
in Greater Tel Aviv conducted 446 exits at an MW B'T7N TIINj70U 446 1UN'D 127101 11TND
overall value of 20.387 hillion USD. About 40% $ 1"7'n 20,837 TW
of the overall value and number of these exits

were in Tel Aviv-Yafo.
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Number of Exits & their Value - Tel Aviv-Yafo as a Percentage of Greater Tel Aviv
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Developments and Trends in the Hi-tech Industry

Over the last 5 years (2012-2016) there has been substantial growth in the hi-tech Industry in
Israel in general and in Tel Aviv-Yafo in particular. The rate of growth in the nhumber of hi-tech
companies in Tel Aviv-Yafo is higher than that of Israel and is particularly higher in terms of
employees: The rate of growth in the number of startup employees in Tel Aviv-Yafo is double
that of Israel (66% and 36 %, respectively). In terms of Int'l R&D center employees the figure
in Tel Aviv-Yafo is triple that of Israel (169% and 51%, respectively).

Rate of Growth, 2012-2016

Companies Employees
Int'l Int'l
Sl R&D Centers Sl R&D Centers
Tel Aviv-Yafo 71% 115% 65% 169%
Israel 48% 35% 36% 51%

Over the last 5 years the percentage of startups in Tel Aviv-Yafo has remained consistent
(63%-64%), but their composition has changed: the rate of seed-stage companies has gone
down and the rate of R&D-stage companies has gone up, in accordance with the overall trend
in Israel. This shift in the composition of startups is evidence of a maturation of startups in
the city and their progression from idea stage to a process of research and development.

The growth in the industry over the last 5 years is evident also in the volume of economic
activity: from several dozen companies raising capital each year to over 200 of them. The
volume of capital raised has gone up as well, with the average value of capital raised doubling:
from 3.6 million USD in 2010 to 6.6 million USD in 2015.



Executive Summary

Companies and Employees

The Israeli hi-tech industry is comprised of both Israeli hi-tech companies and Int'l R&D centers.
In 2016, the Tel Aviv-Yafo industry included about 2,000 hi-tech companies, which constituted
about a quarter of the hi-tech companies in Israel (1,883 Israeli hi-tech companies and 73 Int'l
R&D centers).

* In 2016, the city's hi-tech industry employed about 45,000 employees - roughly 10% of the
overall number of employees in Tel Aviv-Yafo. Accordingly, 1 out of every 10 employees in
the City worked for a hi-tech company.

» Employees in the hi-tech industry in Tel Aviv-Yafo account for 12% of the overall number in
Israel. This figure includes both employees in the City's Israeli hi-tech companies (38,091
overall) and in the City’s Int'l R&D centers (6,624 overall).

About a fifth of the Int'l R&D centers in Israel in 2016 were located in Tel Aviv-Yafo. These Int'l
centers introduce new capital, knowledge and work processes into the City and contribute to
the professionalization of the local human capital, while elevating the Israeli hi-tech sector's
standing on the global arena.

- Startup companies are a sub-category of Israeli hi-tech companies. A unique characteristic
of the Tel Aviv-Yafo hi-tech industry is its substantial contribution to Israel’s hi-tech sector
in terms of startup companies. In 2016 approximately 1,200 startups were active in Tel
Aviv-Yafo - about 2 thirds of the overall number of Israeli hi-tech companies in the City - a
higher rate than that of the overall figure in Israel (63% in comparison to 53 %, respectively).

* In comparison to Greater Tel Aviv, the dominance of Tel Aviv-Yafo is even more substantial:
In 2016 Tel Aviv-Yafo was home to about 50 % of Greater Tel Aviv's Israeli hi-tech companies,
about 60% of its startups and about 40% of its Int'l R&D centers.

Economic Activity

« Economic activity accompanying the work of Israeli hi-tech companies includes capital
raisings, IPOs, exits and more. Apart from their technology development contributions, they
offer a substantial contribution to Israel's economy in terms of promoting local investment
and attracting foreign investments:

- In 2016, 414 investors were active in Israel - a large majority of them (88%) being Israeli
investors. Close to 40% of Israeli investors invested in hi-tech companies in Tel Aviv-Yafo.
Among foreign investors the rate is even higher (52%).

- Israeli hi-tech companies in Tel Aviv-Yafo account for about a third of the overall number
of capital raisings in Israel and 36 % of their value. These rates are higher than the rate
of Israeli hi-tech companies in Tel Aviv-Yafo as part of their total number in Israel (25%).



Definitions

1.

Startups

6.

Hi-tech Company — an Israeli technology-based company as defined by IVC. companies
whose core business is technological development, and both the product and the development
are owned by the company. This definition does not include companies engaged in the sale
of electronic equipment to the hi-tech industry. It should be noted that this definition differs
from the one used by the CBS, whose hi-tech definition includes companies that operate
in advanced technology industries and knowledge-intensive service industries, regardless
of their core business (whether development or sales).

. Israeli Hi-tech Company — a company is defined as being Israeli if the core of its business

activities is located in Israel and/or it has been legally incorporated in Israel and/or was
founded in Israel by local entrepreneurs.

. Int'l R&D Center — a R&D facility in Israel which is an extension of a global hi-tech corporation

(thereby not meeting the definition of an Israeli Hi-tech Company as defined above).

. Geographic Distribution - The geographic location of a company in Israel is determined by

the address of its head office/headquarters.

Greater Tel Aviv - Cities and towns nearby Tel Aviv-Yafo. They include the cities of Azur,
Bat Yam, Beit Dagan, Bnei Brak, Ganei Yehuda, Ganei Tikva, Givat Hashlosha, Givat Savyon,
Givat Shmuel, Givatayim, Herzliya, Holon, Kfar Shmaryahu, Kibbutz Einat, Kibbutz Glil-Yam,
Kiron, Kiryat Ono, Magshimim, Moshav Mazor, Or Yehuda, Petach Tikva, Ramat Efal, Ramat
Gan, Ramat Hasharon, Rishon Le-Zion, Rosh Haayin, Savyon-Ganei Yehuda, Yehud.

. Company Stage — the stage in the company's technological development based on IVC

data. Each company is classified according to one of four development stages, as follows:
Early stage of product development
and fundraising

Improvement of the product/process/
service and their adaptation to market
needs, achieved by applying the knowledge
gained during the work process

Development stage (R&D) R&D

Yearly sales of 1-9 million Initial
USD stage Growth

A transition to the cited yearly sales volume;

Ye‘a‘rly EIES TR AT the company has a double-digit annual
million USD stage Growth
growth rate

Exit — the company is acquired by another company, merges with another company, or
raises money on the stock market for the first time (IPO).

. Venture capital-backed company — a company that has raised the outside capital through

one or more funding rounds. The latter include rounds of venture capital and private equity as
well as funding from private investors, but do not include public investment and government
funding, such as R&D grants.



Source of Data Presented

The data presented in this booklet is based on the Israeli High-Tech and Venture Capital Database
of the IVC Research Center. The information was collected by IVC in order to provide a status
report of the hi-tech industry and in order to provide a basis for decision-making for investors
seeking opportunities within the industry.

Data and information regarding the hi-tech industry in Israel is also collected by the Israeli
Central Bureau of Statistics (CBS). As opposed to IVC, the CBS includes companies active in
different industrys under its definition of hi-tech: ‘‘Companies active in different fields of
the hi-tech industry and companies active in the fields of knowledge-based services". This
definition does not differentiate between companies developing a technological product and
companies providing services. Therefore, we have opted to use the IVC data, which includes
only companies with an added value of technology development.

We emphasize that the form of data collection employed by IVC aims first and foremost at
reflecting the hi-tech activity in Israel, and, therefore, the definitions used by IVC do not always
match those used by other local or Int'l bodies, including the OECD.

The database on which we have based the data presented (IVC Online) includes open and updated
data, derived from databases that are accessible to the general public. The data presented
here was processed and analyzed by the Municipality of Tel Aviv-Yafo's Center for Economic
and Social Research and is presented at an aggregated level, without referring to any specific
companies. The data is presented with a fragmentation distribution between Israeli Hi-tech
Companies and International R&D Centers. The data is updated as of November 2016, and is
presented in comparison to previous years so as to reflect changes that have occurred over
time in the hi-tech industry in Israel in general and in Tel Aviv-Yafo in particular.

Editor's Note

The Municipality of Tel Aviv-Yafo sees the continued growth of its startup ecosystem a top
priority, and has implemented a comprehensive strategy to ensure the ecosystem'’s promotion.
It has reduced taxes paid by early-age startups; opened numerous co-working spaces for
entrepreneurs; begun practicing an open data policy and allowing technological pilots in the
public space through a special municipal startup committee; connected the City with free WiFi;
continued supporting tech-related conferences, events and festivals; and more.

In addition to nurturing the local ecosystem, the municipality works tirelessly to globally promote
it through the municipal Int'l economic development agency, Tel Aviv Global. The Municipal
Innovation and Entrepreneurship Center, the Platform, is one of a few locations in Israel in which
Int'l talent can gain 24-month-long working visas. For inquiries and additional information,
please do not hesitate to contact global_city@mail.tel-aviv.gov.il.



Shalom,

1 out of 10 employed people in Tel Aviv work in the hi-tech sector. This
amazing fact crystalizes the economic miracle of Tel Aviv: a small city,
distant from most technological centers, that thanks to a constant
series of events, conferences, companies opening, companies closing,
accelerators and startups springing around - in short, thanks to a
vibrant ecosystem - is now a major global hub of innovation.

This hub faces many opportunities - but also many challenges. Our

ecosystem is based almost entirely on local talent, and this dependency can hurt us in our
long-term growth aspirations. Thankfully, 2017 saw a major change: The City's international
entrepreneurship center, the Platform, was one of the first facilities in Israel that can legally
host foreign talent - something that up until now was not possible. The government of the
State of Israel recognizes that for our high-tech sector to grow, it must open the market to
foreign talent as well.

Tel Aviv Global, the City's international economic development branch, sees this breakthrough
as an important first step. In the next few years we will work with our governmental partners
on continuing the process: attracting Int'l R&D centers; opening Int'l accelerators; encouraging
foreign entrepreneurs to work in the city; and promoting the activity of global corporations
with an emphasis on Chinese companies. We believe that the impressive data in the booklet
you are holding, gives hope to our ambitions and aspirations. Good luck to us all!

Sincerely,
Eytan Schwartz, CEO
Tel Aviv Global



Shalom,

The Israeli hi-tech industry positions Israel as a key player in the global
hi-tech industry. This industry acts as an engine of economic growth for
Israel's economy and is characterized by constant renewal as well as a
high level of business dynamism and risk. In a world that is constantly
becoming more digital and virtual, these hi-tech companies affect
many different aspects of daily life. Israel's diverse hi-tech industry
provides solutions for challenges in many fields, making it a flexible
and highly resilient industry.

The hi-tech industry in Israel is comprised of both Israeli Hi-tech companies and International
R&D Centers. A large number of International technology companies are based in Tel Aviv-Yafo
and are evidence of the City's strength in attracting international entities.

In addition, a majority of the Israeli hi-tech companies in the city are startups, and as such are
the result of a synergy between human capital on the one hand and a spirit of entrepreneurship
on the other. These companies provide Tel Aviv with a strong creative basis for new innovations
and developments.

Tel Aviv's hi-tech industry contributes to the shift in the City's industry - from traditional product
manufacturing to the creation of technology-based ideas. In such a reality we must understand
this ecosystem, the roles of the different players within it and different developments and
trends, whilst referring to figures of companies and employees, company stages, sources of
funding, types of exits and more. This publication examines hi-tech companies in Tel Aviv-Yafo
and presents an updated status report regarding them. It aims at allowing the examination
of specific characteristics of hi-tech companies in Tel Aviv-Yafo, in comparison with those in
Greater Tel Aviv and in Israel in general.

The data presented is derived from the IVC Database. Processing and analysis were done by
the Municipality of Tel Aviv-Yafo's Center for Economic and Social Research.

Sincerely,

Lea Ashuach, Director

The Center for Economic and Social Research
Municipality of Tel Aviv-Yafo



Shalom,

| like to call Tel Aviv the Startup City of the Startup Nation. Over the

past decade, our startup community has gained global recognition, and

thanks to it Tel Aviv-Yafo is recognized as one of the most attractive

cities for technological development. | believe that entrepreneurial

spirit is part of our DNA: When Tel Aviv was founded on empty sand

dunes in 1909, its founders intended for it to one day be a major

metropolis - ““The New York of the Land of Israel"” as they called it. In

essence, these founders were the City's first startup entrepreneurs: they were dreamers who
had a vision that nobody around them believed in. Yet they did not yield to sceptics and by
sticking to their dream - they managed to fulfill it.

Today, a century later, the Municipality invests major efforts to promote our creative ecosystem.
We do this first and foremost by investing in the city itself. | believe that creative people want
to live in attractive cities. We allocate major funds to culture and art; work tirelessly on creating
a fun and safe public space; create policies to encourage nightlife; and set up innovative and
excellent educational and communal programs, so that our young people stay in Tel Aviv-Yafo
even after they become parents. Thanks to these efforts, the number of young people in the city
doubled in the past 15 years and today more than half of our population is under the age of 35.

Second, we invest in promoting our entrepreneurs. In the past years we set up numerous public
co-working spaces; reduced taxes for early-stage startups; spread free WiFi in our main public
spaces; opened municipal data; and many more measures, that are meant to encourage our
startup community and signal how important it is in our eyes to Tel Aviv's economy, its global
positioning, and most importantly - the energetic spirit of its people.

Yours,
Ron Huldai
Mayor of Tel Aviv-Yafo

[
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