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Companies and Employees | D*j70U121 N172N

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 Israeli Hi-tech Companies | II"7N1W* 7B-""71 M1731N1 070010 'l'
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Employees in Israeli hi-tech companies in  TI"INIWYT {70-""717 MT2N1 D'70U1A0 7W 0j7'70
Tel Aviv-Yafo constitute 19% of the overall number SN 19% 70 TNIW 19'-1INT7NA
of employees in Israeli hi-tech companies in Israel.

Employees in Israeli Startup Companies | JI1"7N1W" {73171 N171N1 D'70U10 w

SB%
(2012-2018)
119%
(2012-2018)

2012 2014 2016 2018

.D™T 9710 "T2IAN1 NINIW' 70-""71 IINA N300 INIW 70-"11 N"WUn

ISRAEL | ‘7nTw [

TEL AVIV-YAFO | 19°-1an-7m1 [l

Israeli Hi-tech Companies | NI"7NIW" 7B-"71 A1712N m

y N
72%
(2012-2018])

o

119%
(2012-2018)

2012 2014 2016 2018

In 2018, approximately 30% of all Israeli hi-tech  TI"7NIW 719-"{17 112NN 30%-3 ,2018 MIW1
companies were based in Tel Aviv-Yafo. 19'-1'INTINA MIR7INN 11

Israeli Startup Companies | T1"7NIW" {73171 11120 m
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Startups are a subcategory of Israeli hi-tech  {7BU-""11 T30 7W ANIAF7-17 17 73700 01720
companies. in 2018 they constituted 55% of the  {7I-"1 T17IN 7720 2018 MW 1TIWW JIPINTLN
overall number of Israeli hi-tech companies in Tel [N 49%) 55% 70 TALU 19™-2"IN"713 TN
Aviv-Yafo (49% in Israel).
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Int’l R&D Centers | D™'AIN73'1 571N 1310 m
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In 2018, close to 100 international R&D centers in
Israel were based in Tel Aviv-Yafo. They constituted
over a quarter of international R&D centers in Israel.
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2018

The significant growth of the hi-tech industry in
Israel in general and in Tel Aviv-Yafo in particular,
is all the more noticeable among international
R&D centers: Within six years they have tripled
in number, and the number of employees at these
centers has quadrupled.
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Analysis by Company Stage The Hi-tech Industry - Tel Aviv-Yafo as a Percentage of Israel
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The various technological stages of hi-tech
companies are indicative of the development of
this industry. Startups are either seed-stage or
R&D-stage hi-tech companies.

Between 2012-2018 there was a 14% decrease
in the percentage of startups in Tel Aviv-Yafo,
the lion's share of which was a decrease in the
percentage of seed-stage startups: In the six years
that have passed, their rate shrunk by almost
half, both in Tel Aviv-Yafo (from 39% to 19%) and
in Israel (from 31% to 14%).

On the other hand, companies selling a product
in their initial revenue stage saw a rise in their
annual sales scope of up to $9 million. These
trends represent the development of the hi-tech
industry, in which fewer companies are sold in
their early technological stages, allowing for the
maturing of ideas and research and development
processes into viable applications, services and
products.
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The 10 Leading Technological Clusters

in Israel and Tel Aviv-Yafo
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Hi-tech companies are classified based on their
fields of activity. Companies active in a similar
technological field are categorized as a cluster.

The following table includes Israel's 10 leading
tech clusters. These are presented in a descending
order, from the cluster with the highest number of
employees (Cyber Security) to the cluster ranked
10th (Digital Health). All additional clusters are
presented in the order in which they rank by their
employees.

In addition to the leading clusters, there are many
other smaller and more specific clusters that cannot
be presented here.

Both the Tel Aviv and the Israeli hi-tech industries
are highly diverse and comprised of many fields and
subfields, allowing them to be stronger and more
resilient than less diverse tech industries.
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Developments in the Israeli Hi-Tech Industry Between 2008-2017

Between 2008-2017, about 3,000 Israeli hi-tech
companies opened in Tel Aviv-Yafo and about half
of them closed. Overall, about 1,500 new hi-tech
companies were added to the city during this
period. This addition makes up about 42% of the
total number of Israeli hi-tech companies that
opened in Israel during these years.

Between 2015-2017 in Tel Aviv-yafo and more
so in Israel, there has been a decrease in the net
number of companies added annually. (in those
years there was a 37% decrease in the net number
of companies added to Tel Aviv-yafo, compared
to a 45% decrease in Israel).

This is also manifested in the fact that the net
Israeli hi-tech companies added to Tel Aviv-Yafo
out of all Israeli hi-tech companies added to Israel
has been on the rise since 2013 (37% in 2013,
compared with 61% in 2017).
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Analysis of Capital Raising by Israeli Hi-Tech Companies 2010-2017

Israeli hi-tech companies raise external funding:

Between 2010-2017, about $5.5 billion were
raised in external capital by Israeli hi-tech
companies in Tel Aviv-Yafo. This amount
accounts for about 25% of the overall capital
raised in Israel during this period.

Between 2010-2013 there was a steady upward
trend in the number of Israeli companies raising
capital (a 420% increase), while the equivalent
trend in Israel saw a 70% increase. As of 2013,
the number of Israeli hi-tech companies raising
capital has been relatively static.

The amount of capital raised by Israeli hi-tech
companies in Tel Aviv-Yafo has been steadily
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Capital Raising by Israeli Hi-tech Companies
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increasing since 2010 (except for a small dip in
2017). This increase has been so great that the
total capital raised in Tel Aviv-Yafo in 2017 was
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AVERAGE VALUE PER RAISING
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over 8 times larger than the total capital raised
in 2010 (in Israel it was almost 5 times larger).

As of 2014, the annual total of capital raised
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in Tel Aviv-Yafo has been about $1 billion, a
significantly larger amount compared with the
amount of capital raised in previous years. As
a result, the average raising value is higher:
$4.8-$6.9 million in 2014-2017 compared with
$2.9-$3.6 million in 2010-2013.

« Inthe five years between 2013-2017, there was
a decrease in the relative part of Tel Aviv-Yafo's
capital raising value out of the total value of
capital raising in Israel (about 26% in 2013, as
opposed to 20% in 2017).
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Distribution of Capital Raisings and their Value, in Tel Aviv-Yafo and in Israel, by Rounds, 2014-2017
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Between 2014-2017: About three quarters (74%)
of capital raisings in Tel Aviv-Yafo were performed
in early stages (seed and round A). In Israel
the extent of raisings in these early stages is
significantly lower (38%).

As arule, the average value of a raising rises as
the raising rounds progress (up to round C): in Tel
Aviv-Yafo it continues to rise after round C, so
that in the advanced raising rounds (after round
C) there is a large difference in the average value
of capital raisings: $23.7 million in Tel Aviv-Yafo,
compared with $15.9 million in Israel.
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In the last decade (2008-2017), about 250
exits worth a total of about $10 billion were
performed in Tel Aviv-Yafo. These amount to
about a quarter of the number and 13% of the
total value of exits performed in Israel during
this period.

There has been an increase in the number of
exits performed in Tel Aviv-Yafo over the years,
with the record reaching 42 exits in 2017 (also
arecord year for Israel, with 126 exits), worth
a total of over $2 billion.

In the last 5 years, while the rate of exits in
Tel Aviv-Yafo out of the total exits in Israel is
on the increase, the relative value of exits in
Tel Aviv-Yafo out of the total value of exits
in Israel has been decreasing (23% in 2013,
compared with 9% in 2017).

Exits include M&As and IPOs. M&A refers
to the purchase of a company by a larger
company. This merger leads to the "absorption”
of the company that is purchased within the
purchasing company, with the purchased
company ceasing to exist in the long term.

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, thus making IPOs
more favorable to the economy.

For analysis of exits by type, see table on the
next page.
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Exits by Israeli Hi-tech Companies
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Analysis of Exits by Israeli Hi-Tech Companies (2013-2017)
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43.8% 21.3% 22.5% 37.5% 25.3% 26.3% 2013
26.7% 19.7% 21.6% 47.1% 27.3% 30.2% 2014
6.9% 18.4% 17.5% 12.5% 30.2% 29.0% 2015
- 9.5% 9.4% - 29.9% 29.1% 2016
- 9.3% 9.1% - 36.2% 33.3% 2017
22.7% 13.2% 13.8% 26.1% 30.1% 29.8% 2013-2017

Trends between the years 2013-2017:

There was an increase in Tel Aviv-Yafo's relative
share of the total number of M&As in Israel (from
25% to 36%), and a decrease, on the other hand, in
Tel Aviv-Yafo's relative part out of the total value
of M&As in Israel (from 21% to 9%).

There was a decrease in Tel Aviv-Yafo's relative
share of the total number and value of IPOs in
Israel.
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Most of the exits performed by Israeli hi-tech
companies are M&As. In the period between 2013-
2017, between 92%-93% of the exits performed in
Tel Aviv-Yafo and in Israel were M&As.

Mergers and Acquisitions (M&As): Between 2013-
2017, there was an increase of 91% in the number
of M&As in Tel Aviv-Yafo, compared with a 33%
rise in M&As in Israel. The rise in M&As in Tel
Aviv-Yafo resulted in a rise of 58% in their total
value. This rate is significantly lower than the
growth rate of M&As' value in Israel during the
same period (263%). Thus, the average value of
a Tel Aviv-Yafo exit was lower than the average
value of an Israeli exit during this time.

Initial Public Offerings (IPOs): 2014 was a record
year for both Tel Aviv-Yafo and Israel in terms of
the number of IPOs (8 in Tel Aviv-Yafo, 17 in Israel)
and in terms of the average value per IPO ($70
million in Tel Aviv-Yafo, $124 million in Israel).

In 2015, only one IPO took place in Tel Aviv-Yafo.

In 2016 and 2017 there were no IPOs made in Tel
Aviv-yafo. During the same period, there were 13
IPOs in Israel (3 in 2016 and 10 in 2017).

In the years when IPOs were performed in Tel
Aviv-Yafo (2013-2015), the average value of an
IPO was about 45% lower than the average value
in Israel, except in 2013, when the average value
in Tel Aviv-Yafo was about 17% higher compared
with Israel.

Exits by Israeli Hi-tech Companies
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Investors In Israeli Hi-Tech Companies by Type and Ownership
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Investors by Ownership (Israeli/Foreign), December 2018
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in Tel Aviv-Yafo (87%) are Israeli. DN 0'U'7WN 07 (87%)

Between 2014-2018 there were 262 active
investors™ in Tel Aviv-Yafo investing in Israeli hi-
tech companies and accounting for about 43%
of the overall investors active during this period
in Israel.
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A PERCENTAGE OF ISRAEL

The composition of investors in Tel Aviv-Yafo is
similar to that of Israel in general, with the leading
investors - incubators, accelerators and funds
- making up over 70% of the total investors in
Tel Aviv-Yafo and in Israel.

*Data of active investorsthat have invested
between 2014-2018
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In addition to the dozens of international investors
physically present in Tel Aviv-Yafo, nearly 200
international entities invest in Tel-Aviv hi-tech
companies without having an operating branch
in Israel.

These companies contribute to the Israeli venture
capital industry and the development of Israeli
hi-tech. Nevertheless, their affinity to Israeli hi-
tech is subject to changes in its security situation,
its trade policies or the emergence of other
investment opportunities over the years.
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Financial Activity

« The financial activity accompanying the activity of Israeli hi-tech companies is manifested in capital
raisings, IPOs, exits and more. Beyond the technological contribution of Israeli hi-tech companies,
they also contribute greatly to the Israeli economy by promoting local investments and drawing
foreign ones:

- Between 2014-2018 operated in Israel 613 investors in the Israeli hi-tech industry, most of
whom (90%) were Israeli investors. 43% of the Israeli investors invested in Tel Aviv-Yafo's hi-tech
companies. The percentage of foreign investors active in Israel and investing in Tel-Aviv's hi-tech
companies during this time was even higher (55%).

- Most of the investors (71%-73%) in hi-tech in Tel Aviv-Yafo and in Israel were incubators and
accelerators (99% of which were Israeli-owned) and funds. Regarding the hi-tech investment
funds - 73% of the funds in Tel Aviv-Yafo and 78% of the funds in Israel were Israeli funds. Thus,
the percentage of foreign ownership among hi-tech investment funds was about a quarter (22%
and 27% in Israel and in Tel Aviv-Yafo respectively) - the highest among all investor types.

- In addition to the investors mentioned above, there were 187 foreign investors with no physical
presence in Israel that were investing in it. 43% of them were investment funds and 26% were
corporate investors.

- Israeli hi-tech companies in Tel Aviv-Yafo are responsible for 28% of the capital raisings performed in
Israel by Israeli hi-tech companies in 2017, and for about a fifth of their total value. The percentage
of capital raisings is similar to the percentage of Israeli hi-tech companies in Tel Aviv-Yafo out of
the total number of Israeli hi-tech companies in Israel (29%).

- 2017 was a record year in Tel Aviv-Yafo in terms of the number and value of exits performed:
42 Israeli hi-tech companies in Tel Aviv-Yafo performed exits worth a total of over 2$ billion.
These deals amounted to 29% of the exits performed in Israel during that year and to 9% of their
value. All exits performed in Tel Aviv-Yafo during that year (as well as in 2016) were mergers
with another company (M&As).

Developments and Trends in the Hi-Tech Industry

+ The hi-tech industry in Israel in general and in Tel Aviv-Yafo in particular continues to grow and
expand. The number of companies and employees in it has been growing steadily, with the most
noticeable growth occurring among international R&D centers. In the past seven years (2012-2018)
the number of companies in the city almost tripled and the number of employees quadrupled.

+ Between 2016-2018 there was an increase in the growth rate of the number of employees in the
hi-tech industry in Tel Aviv-Yafo (among both Israeli and foreign companies) compared with the
growth rate in the two years that preceded them (2014-2016).

« The growth rate of Tel Aviv-Yafo's hi-tech industry is higher than Israel's. This trend is all-
encompassing, and applies to Israeli hi-tech companies and their employees as well as international
R&D centers and their employees. The growth rate difference between Tel Aviv-Yafo and Israel is
especially apparent with regard to international R&D centers and their employees: in Tel Aviv-Yafo
their growth rate was five times higher than in Israel. As for Israeli hi-tech companies (including
startup) and their employees - in Tel Aviv-Yafo their growth rate is twice as high as the growth
rate in Israel.

Growth Rate, 2012-2018

Companies Employees
Israeli Int'l Israeli Int'l
Hi-Tech Startups” R&D Hi-Tech Startups” R&D
oo COMpanies Centers Companies . Centers
Tel Aviv-Yafo 119% 89% 168% 123% 119% 293%
Israel 72% 48% 33% 65% 58% 57%

*Note: startups are a subgroup of Israeli hi-tech companies.

« The uniqueness of the Israeli hi-tech industry in Tel Aviv-Yafo in recent years (2012-2016) was

manifested in very high percentage of startups out of all Israeli hi-tech companies (about two
thirds). The years between 2016-2018 saw a decrease in the percentage of startup companies
out of all hi-tech companies in Tel Aviv-Yafo (63% compared with 55% respectively). Thus, Tel Aviv-
Yafo joins the downward trend in the percentage of startup companies which began in Israel two
years earlier (from 2014).

« Startup companies are composed of seed-stage and R&D-stage companies. The decrease in the

percentage of startups is mostly due to a decline in the percentage of seed-stage companies: between
2012-2018 the percentage of seed-stage companies was halved. At the same time, there was an
increase in the percentage of companies in the initial revenues stage (companies in an advanced
technological stage of product sale, with an annual sales scope of up to 9$ million).

« The changes in the composition of hi-tech companies in terms of technological company stage,

which include the decrease in the percentage of young companies and the increase in the percentage
of more mature ones, indicate an evolvement of the Israeli hi-tech industry over time and its
transformation into a more mature industry, where initial ideas develop into technologically viable
products, applications and services.

« At the same time, the continuing growth of the hi-tech industry is also reflected in the scope of

its financial activity: from several dozens of companies to nearly 200 companies in Tel Aviv-Yafo
raising capital every year in annual scopes of around 1$ billion. The scope of capital raisings has
grown significantly in recent years, and doubled between the years 2013-2017. This has resulted
in the doubling of the average raising: from 2.9$ million in 2013 to 5.8$ million in 2017.

+ |n 2017 the downward trend in the value of exits performed in Tel Aviv-Yafo (which began in 2014)

was halted. The relative value of exits performed in Tel Aviv-Yafo out of all exits in Israel has also
been declining (about 23% in 2013 compared with 9% in 2017).
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Definitions

1. Hi-tech Company - An Israeli technology-based company according to the IVC definition is a company
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 CBS, whose hi-tech definition includes companies that operate in advanced technology industries
and knowledge-intensive service industries, regardless of their core business (development or sales).

2. lIsraeli 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.

3. Int'l R&D Centers - an 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 stipulated above).

4. Geographic Distribution - the geographic location of a company in Israel is determined by the
address of its head office/headquarters.

5. Company Stage - the stage of 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

Yearly sales of 1-9 million Initial
USD stage Revenues

A transition to the cited yearly sales volume;

Yearly sales exceeding 10 Revenue L
million USD stage Growth :zieecompany has double-digit annual growth

6. Venture capital-backed company - a company that has raised external 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.

Startups

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

Executive Summary

Similarly to the Israeli hi-tech industry, the hi-tech industry in Tel Aviv-Yafo displays a trend of
maturation. The composition of Israeli hi-tech companies in Tel Aviv-Yafo in 2018, compared with
that of previous years, has changed as a result of a decrease in the rate of startup companies and an
increase in the rate of companies selling a product and are in their initial revenue stage.

Beyond the ongoing increase in the number of employees in the hi-tech industry over the years, the
hi-tech industry has an employment multiplier resulting from the additional jobs it creates in other
accompanying services. These jobs raise the scope of (indirect) employees related to this industry
and its total financial value.

Additionally, the venture capital field, which creates financial investment in Israeli hi-tech companies,
should be noted. This business activity is reflected in high capital raisings from Israeli and foreign
investors who provide funding that fuel its success.

Branch Description - Companies and Employees - 2018

+ The hi-tech industry is composed of Israeli hi-tech companies and international R&D centers. In
2018 the Tel Aviv-Yafo industry included about 2,500 hi-tech companies, making up about 30%
of hi-tech companies in Israel (2,379 Israeli hi-tech companies and 91 international R&D centers).

+ Employees in hi-tech companies in Tel Aviv-Yafo in 2018 constituted a fifth (19%) of the overall
number of employees in hi-tech companies in Israel (63,014 employees in Israeli companies and
9,663 employees in international R&D centers).

« Therefore in total, the hi-tech industry in the city employed about 73,000 employees in 2018, which
account for 17% of the total number of employees in the city. Thus, 1 in 8 employees working in
the city was employed by a hi-tech company (after accounting for those employed in a startup
company who work part-time in their projects in addition to their permanent main job).

« Over a quarter (26%) of the international R&D centers in Israel in 2018 were located in Tel Aviv-Yafo.
Coincident with being an employment provider for tens of thousands of employees, these international
companies also introduce knowledge and work processes which contribute to the professionalization
of the local human capital.

« Startup companies are a subgroup of Israeli hi-tech companies. In 2018 over 1,300 startup companies
operated in Tel Aviv-Yafo, making up about 55% of Israeli hi-tech companies in the city. This rate
was slightly higher than the parallel rate of startups in Israel (55% and 49% respectively).
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Source of Data

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

Data and information regarding the hi-tech sector in Israel is also collected by the Israeli Central Bureau
of Statistics (CBS). As opposed to IVC, the CBS includes companies active in different sectors 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 (Development vs.
Sale). 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 parallel those
used by other local or international 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 Int| R&D
centers. The data is updated as of December 2018, and is presented with comparison to previous
years. It is in order to reflect the changes that have occurred over time in the hi-tech industry in
Israel in general and in Tel Aviv-Yafo in particular.
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Shalom,

The hi-tech industry in Tel Aviv-Yafo, which is part of the Israeli hi-tech
industry, displays a trend of maturation. Compared with previous years,
2018 data shows a decrease in the rate of startup companies out of the
overall number of hi-tech companies, and an increase in the rate of companies
selling a product in the initial revenues stage.

The maturation of the Tel Aviv-Yafo hi-tech industry is occurring
simultaneously with the maturation of the Israeli hi-tech market, which
still continues to preserve its leading figure in the international field of innovation.

In addition to the traditional anchors this industry relies on, starting from the established defense
industry to research and development of innovative tech platforms and multidisciplinary capabilities,
recent years have seen the advent of the financing aspect - the field of venture capital, which provides
a financial investment in Israeli hi-tech, thus aiding its growth.

As the lionss share of their clients remain abroad, both the Tel Aviv-Yafo and the Israeli hi-tech industry
operate in a global tech market, where there is a low correlation between the technology»s place of
origin and the usens location.

Finally, the hi-techs contribution to employment must be mentioned, which is higher than the number
of people directly employed in it. inasmuch as it includes not only those employed in the hi-tech field,
but also employees who provide this industry with various types of services.

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
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