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1. INTRODUCTION AND HIGHLIGHTS

1.1 The framework and structure of the report

1.2 The challenges in view of the COVID-19 

crisis
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Bank of Israel

1

2

1 This Report is based on data published until the end of 2020.
2 The monetary capital of Israel government bonds on the stock exchange totals about NIS 600 billion as of October 2020. 
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3

4

The global environment

3 The balance remaining with the status of “deferred”.
4  More information and details are available in Section 2.3.
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2019:H2 2020:H1 2020:H2

Macro

Asset markets

Credit

Resilience

Table 1

Vulnerability of selected exposure channels

* The basis for these assessments is the results obtained from the Financial Stability 

Monitor.  The Monitor is a "heat map" summarizing 51 indicators of possible 

vulnerability in the financial system. (See the Financial Stability Report for the first half 

of 2020.)
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intensity
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1.4 Boxes in the report

Box 1: Fiscal risk factors priced into government bonds, and Israel’s credit rating in view of the 

COVID-19 crisis
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Box 2: The decline in value of commercial real estate companies in view of the COVID-19 crisis

Box 3: Institutional investors’ exposure to futures contracts on foreign equity indices

Box 4: The COVID-19 crisis’s impact on credit insurance companies
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2. THE ENVIRONMENT IN WHICH THE FINANCIAL SYSTEM OPERATES

2.1 Economic activity

Our assessment 

is that the macro risk in general remained high during the reviewed period, since the health crisis 

helping the business sector and households in dealing with the restrictions accompanying the crisis 

the likelihood that the health crisis will end at the beginning of the second half of 2021.

2.1.1 The domestic environment

5

5  Some businesses whose operations were prohibited during the lockdown (such as street-front stores) returned to 
operation, as did part of the education system. At the beginning of December, a number of shopping malls returned 
to operations, as did the education system, but others—including many malls and outdoor markets, restaurants, 
hotels, places of culture and entertainment—remained closed.

     H1 2020   H2 2020
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6

7

8

6 In order to deal with the unique characteristics of the COVID-19 crisis, the Central Bureau of Statistics built an additional 

can be found on the Central Bureau of Statistics website.
7

8 For more information on the housing market, see Section 2.2.2.
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9

year10

11 

2.1.2 The global environment

12

9 The monetary capital of Israeli government bonds totals about NIS 630 billion, and the monetary capital of govern-
ment bonds traded on the Stock Exchange totals about NIS 357 billion, as of December 2020.

10

debt raised abroad during that year.
11

including €3 billion in the second half of the year, which followed the raising of $10 billion and €1.6 billion in April and 

needs.
12 During the second quarter, most economies contracted by historic proportions, including the US (9 percent), Europe 

(14.7 percent), and Japan (9.9 percent), in year-over-year terms.
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13

14

15

16

17

13

14 India, Mexico, and South Africa. This is based on revised GDP data and growth forecasts by international organizations.
15 World trade contracted by about 14.2 percent in April according to CPB data—the sharpest contraction in the past 

decade.
16 On January 6, 2021, the World Bank revised its 2020 growth forecast upward by 0.9 percentage points to -4.3 percent. 

On December 1, 2020, the OECD revised its 2020 growth forecast upward by 1.8 percentage points to -4.2 percent.
17
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18

19

20

21

22

18 According to forecasts by members of the FOMC, which were published on September 16, 2020 and December 16, 2020.
19 For instance, at the beginning of 2016, the Fed embarked on a path of increasing the interest rate even though the core 

-
tion was expected to reach the target in the medium term.

20 Christine Lagarde, ECB Chairman, Frankfurt, September 30, 2020.
21 Such as airlines.
22 A rating equal to or lower than Ba1.
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The global markets

23

24

23 An estimation of the index multiplier that neutralizes the large technology companies shows a multiplier of about 22, 
a level that is less anomalous from a historical standpoint.

24 Including comments by Eric Rosgern, President of the Federal Reserve Bank of Boston, to the Financial Times on 
October 17, 2020.
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25

25 GFSR, Chapter 4, October 2020.
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2.2 The asset market

Financial asset prices stabilized in the second half of 2020, with a decline in volatility, in view of 

asset purchases by the central banks in Israel and abroad. Residential real estate prices continued to 

increase during the crisis, while commercial real estate prices declined. Our assessment is that the 

of the year, but remains at a medium to high intensity level, since the direct impact of the health crisis 

on asset prices is low and the distribution of the vaccine increases the likelihood that the health crisis 

will end at the beginning of the second half of the 2021.

2.2.1 Financial assets

26

27

28

26 See Y. Sa’adon and M. Graham (2013), “A Composite Index for Tracking Financial Markets in Israel”, Discussion Papers 
Series 2013.01, Bank of Israel Research Department.

27

Hence the connection, at least in the long term, between the performance of equity indices and the growth rate.
28 Economic Quarterly, 

53(3): 554–565, Israel Economic Association.

     H1 2020   H2 2020
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29

29 October 2020.
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30

30 By international comparison, Israeli bank and insurance shares declined at a similar rate to the parallel industries 
abroad.
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31
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Table 2

Tel Aviv 125 S&P 500 Tel Aviv 125 S&P 500

Energy 7.1 4.4 4.7 2.5 -33.9 -35.3 

Technology 12.9 23.3 19.8 27.4 54.6 21.6

Communications services 1.7 10.5 2.4 11.2 40.0 40.9

Financial companies 22.2 12.9 20.5 10.5 -6.9 -3.3 

Real estate 20.3 2.9 18.8 2.5 -6.9 -1.8 

SOURCE: Based on Bloomberg and Stock Exchange data.

Industry composition of the Tel Aviv 125 and S&P 500 indices, and cumulative industry returns for 2020 (percent)

Industry (GICS classification)

Industry's weight in the index 2020 cumulative return

January 2020 December 2020
Tel Aviv 125 S&P 500
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32

33

32 The Hodek Committee imposed restrictions on the institutional investors regarding corporate bond purchases, 
including a requirement to conduct a pre-purchase debt analysis on each bond series. The removal of this restriction 
enabled the institutional investors to immediately purchase investment-grade bonds.

33 The liquidity indices calculated for the Tel-Bond 20 index under-estimate the effect, because that index includes large 
liquid series regarding which we can assume that the institutional investors already have debt analyses.
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2.2.2 Real estate

The housing market

34

34 According to Central Bureau of Statistics real-time surveys (Wave 7), about 40 percent of the surveyed companies in 
the construction industry noted demand as a constraint on their operations. It is important to remember that the 
lockdown also lowered the possibility of looking for homes, and the decline in demand that the companies experience 
during the second quarter was temporary and does not indicate long-term changes in demand. However, transaction 

lockdown. 
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35

35 This ratio measures building starts by area and not by housing units. In view of the increase in area of the homes being 
built in recent years, measuring by unit is expected to generate an even lower result than what is presented in the 
Figure.
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Figure 22

Index of Home Prices, Index of Housing Prices 

(new and renewing rental contracts) and the 

Ratio between Them, 2010–November 2020
(seasonally adjusted monthly data)
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The commercial real estate market

36

37

2.3 Credit to the private sector

The development of credit in view of the COVID-19 crisis was not uniform across the various sectors. 

Government assistance, particularly the establishment of State-backed credit funds and the Banking 

36 It should be noted that commercial assets are generally revalued according to an approach that discounts future cash 

37 Partly as a result of the leniencies issued to tenants. For more information, see Box 2.

    H1 2020   H2 2020
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Credit trends

Bank debt

nonbank debt

38

39

38 Nonresidents’ share of total business credit was about 14 percent at the end of September, down from its precrisis level 

similar rates.
39 The unindexed segments.
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40

Bank credit

41

42

43

44

45

40 This may be a result of a decline in demand from credit from these institutions, because the terms of credit in funds are 
easier, but also because of the provision of credit to less risky businesses, as a result of credit rationing, as reported by 
several of the companies.

41

42

credit in the second quarter—is particularly prominent in the manufacturing, information and communications, and 
electricity supply industries, and to a certain extent in the trade industry. The outstanding credit of these industries 
increased by NIS 12 billion at the beginning of the crisis, but declined thereafter to NIS 7.5 billion. It should be noted 

phenomenon mainly among large companies.
43 The quarterly growth rate of credit to large companies was about 2 percent in the past two years, while the quarterly 

growth rate of credit to small business was about 1 percent.
44 At the beginning of the crisis, small and medium businesses reported an increase in the severity of credit constraints 

-
nesses as part of these funds accounts for about half of new credit (for a term of more than one year) issued by the 
banks to small businesses during this period.

45 Under the likely assumption that loans in the funds will not be redeemed because they were issued for a period of more 
than one year.
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construction real 

estate activity
46

47

48

State-backed credit funds

49

the fund for small and medium businesses on 

the ordinary track

46 In the construction industry, the average annual growth in 2018-19 was about 11 percent (although most of the growth 
in 2018 is explained by regulatory changes, so this average is also somewhat anomalous), while the average growth in 
the real estate activity industry during those years was about 7 percent.

47 Due to leniencies issued to tenants in their properties as a result of the crisis.
48 The banking system’s exposure to this industry is not high—about 3.5 percent.
49 During December 2020, the Accountant General decided upon a series of changes to the funds’ activity in order to 

expand assistance to businesses. Among these changes, the minimum conditions required as part of the increase risk 
track were changed, the loan size to businesses was expanded.
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50 the fund for small businesses at increased risk

fund for large 

companies

50 In general, once the request is approved, an additional request cannot be submitted. However, if the business received 
only part of the amount to which it was entitled (according to the terms of the fund), it can submit a request for a 

-
tions. The request for a complementary loan can be submitted immediately upon receipt of the original loan. Likewise, 

businesses at increased risk).

Regular track

(97,123)

At-risk track

(3,922)

12% 6 1.4 23% 51% 48%

46 22.4 49% 58.60% 33%

SOURCE: Based on reports to the Banking Supervision Department.

1.7 43% 82% 48%

Fund for large businesses (73)

54% 58% 32%

60% 4

Total

Fund for small 

and mdeium 

businesses

15% 36 19.3

In terms of 

amount

Table 3

Total activity of State-guaranteed credit funds, as of November 22, 2020

Fund track type Level of 

guarantee in 

the fund

Total facility in 

the fund (NIS 

billion)

Approved so far 

(NIS billlion)
Utilization rate

Percentage of requests approved

(number of requests submitted)
In terms of 

quantity

17.1

11.4

4.1

14.2

17.5

12.2

6.4

4.3

1.1

5.1

6.7

3.7

0
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8
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12

14

16
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20

Submitted Approved

SOURCE: Based on published financial statements and reports to the 
Banking Supervision Department.

Figure 25

Industry Distribution of Submitted and Approved 

Loan Requests from the Small and Medium 

Business Fund, Compared with the Industry 

Distribution of Bank Credit to Businesses, 2020:Q3 
(totals, percent)
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The Bank of Israel’s monetary loan program

51

Nonbank credit

institutional investors

51 For more information, see 
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Corporate bonds52

program53

Nonbank credit providers to small and medium businesses54

55

52 The analysis of bond issuances did not include structured, foreign, bank, insurance company, or government company 
bonds.

53 The program launched at the beginning of July 2020, totaling about NIS 15 billion. Thus far, the Bank of Israel’s 
intervention in the secondary market has totaled about NIS 2.5 billion. Its intervention in corporate bonds was 
negligible compared with its intervention in government bonds. Therefore, the intervention in government bonds at 
the beginning of the crisis contributed more to the decline in yields and the increase in issuances.

54 There are two main credit providers that provide the public with available information—credit card companies and 
companies traded on the Stock Exchange that operate mainly in check discounting.

55

sources, see the chapter on the resiliency of nonbank credit companies later in this Report.)
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The indicators of business sector activity and credit quality

56

56 By way of illustration, during these six months, an average of 43 percent of businesses with a turnover of up to NIS 
300,000 recorded a decline in turnover of more than 40 percent. About 32 percent of businesses with a turnover of NIS 
300,000–NIS 20 million recorded such a decline, and only 18 percent of businesses with turnover of more than NIS 20 
million recorded a decline of more than 40 percent. The prominent industries in this regard are art and entertainment, 
hospitality and food, and transportation and storage.
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57

58 for 

59

The volume of payment deferrals60:

61

57 This means that in about 10 percent of surveyed businesses, the decline in activity was greater than 50 percent but less 
than 80 percent, and in 12 percent of businesses, the decline was greater than 80 percent. Combined, this amounts to 
22 percent of all businesses.

58 This analysis is based on an Israel Tax Authority survey for July and August. Among 635,000 authorized businesses, about 
541,000 submitted reports for those months. The survey and the analysis were based on about 447,000 businesses 
(regarding which the data are comparable).

59 According to Israel Tax Authority data, there were only about 14,000 businesses that closed between January and Sep-
tember, a decline of 33 percent compared with the same period in 2019. Together with the aforementioned 65,000 busi-
nesses the total is about 80,000 businesses, compared with an average of about 43,000 business that close each year.

60 On May 7, 2020, the Banking Supervision Department announced a comprehensive outline for the deferral of loan 

was December 31, 2020.
61
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Returned checks62

63 

Credit quality indices

64

62 This analysis appears in the section on credit to the business sector because most checks—even those written by 
individuals—are payable to businesses. Out of all checks presented to the banks for payment, there are those that are 

other reasons.
63 However, some of the decline may be due to an increase in the use of cash and the shadow economy.
64 In this section, quarterly data from previous years are analyzed, as opposed to the analysis presented in the section on 

the banking system.
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nonbank 

credit providers

65

65 Estimated as a two-digit number among nonbank credit companies and an average lower than 4 percent among the 
banks.

Individual and 

self-employed

Small 

businesses

Large 

businesses
Total

Individual and 

self-employed

Small 

businesses

Large 

businesses
Total

7-month relative portion of 

2019
a 96 17 32 145 428 28 52 508

March–October 2020 173 48 89 310 394 43 74 511

Rate of increase compared 

with the relative portion of 

2019

81% 187% 175% 114% -8% 55% 42% 1%

SOURCE: Reports to the Banking Supervision Department.

Table 4

Number of returned checks (thousand), by reason for return

Cancelled checks Checks without cover

a
Assuming that returned checks are distributed uniformly across the entire year.
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Figure 30

Credit Quality Indices, by Business Size*, 

Third Quarter Data, 2018 2020 (percent)

* Divided into supervisory activity segments.

SOURCE: Based on published financial statements and reports to 
the Banking Supervision Department.
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Indicators of the resilience of public companies

66

67

66

services industry, because we analyzed the nonbank credit companies separately in the section dealing with resilience.
67 See 
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68

2.3.2 Credit to the household segment

Housing credit

68 Looking at industries, the model showed that companies from the construction and real estate industries can expect 
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69 

69 Restrictions on movement in the public space and the transition to working from home apparently increased demand for 
dwellings that are larger, more spacious, and have special characteristics (such as garden apartments). It is reasonable 
to assume that the proportion of more expensive dwellings will also increase because, as stated, the purchasing power 
of stronger workers was impacted much less than that of workers with lower wages.
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70

71

72

70 The volume of mortgage re  at the same bank (which is not included in new mortgage-taking) between June 
and November 2020 was only about 43 percent higher than during the same period in the previous year. The preference 
for re  mortgages from a different bank is probably due to the activity of the Credit Data Register, the aim of 
which is to improve access to credit and lower its cost by sharing information between credit providers. 

71 For instance, in mid-August, about 17,000 households registered for a follow-on lottery for 790 dwellings since there 
was no demand for them in previous lotteries.

72

the periphery or due to their high prices as large or special dwellings. This stock declined to 1,404 in May 2020, and to 

as winners of a lower cost dwelling increased from about 2,200 to 2,749 (an increase of 549 dwellings).
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Nonhousing credit
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73

74

73 S. Laufer, M. Haran Rozen, and S. Somekh (2021). “Israeli Households’ Use of Financial Resources and Government As-
sistance During the COVID-19 Crisis”, Myers-JDC-Brookdale Institute (forthcoming).

74 In contrast to what is normally practiced—a gradual cut as the unemployment period continues—the government 
decided to cancel this cut.
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The risks in household credit
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75

76 

75 For housing loans, the banks are required to freeze both the principal and the interest payments. For nonhousing loans, 
freezing the principal is not at the bank’s discretion, but freezing interest payments is voluntary.

76 This section analyzes quarterly data for various years, as opposed to the analysis in the section on the banking system.
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3. RESILIENCE OF THE FINANCIAL INSTITUTIONS

 

    H1 2020   H2 2020
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77

3.1 The banking system

77 The capital adequacy ratios in the various groups are calculated according to various directives: at the banks accord-
ing to Basel 3 provisions; at the insurance companies according to Solvency provisions; and at the nonbank credit 

Generally Accepted Accounting Principles.
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Business results

relative to the same period in the previous year (about 61 percent) to about NIS 4,708 million, due 

to the effects of the COVID-19 crisis. Return on equity was about 5.5 percent (in annual terms78)—the 

and about 7.8 percent for 2019 as a whole.

79

Credit risk

Loan loss allowances

78 All rates of change in this section are in annual terms.
79 The ratio between total operating and other expenses and total net interest and noninterest income (cost-to-income).
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Loan payment deferrals

80

80 “The Banking Supervision Department announces a comprehensive framework that has been adopted by the banking 
-
-
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Capital adequacy and leverage

81 

81 For more information, see the press releases regarding the reduction of capital requirements in the banking system: 
(1) “The Banking Supervision Department announces a reduction in the banks’ capital requirements, and instructs 
them to examine the distribution of dividends in order to increase the supply of credit in the economy” March 29, 2020: 

; and (2) “Leniencies in the 
provision of housing loans in view of the Corona crisis”, April 21, 2020: -
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82

83

84

82 See the press release on the subject dated November 1, 2020.
83 The examination’s conclusion was based on statistical tools for the analysis of stress tests that were based on the sce-

narios in the Research Department’s macroeconomic staff forecast for May, 2020.
84 In the forecast prepared in May 2020.
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Liquidity risk

85

Balance-sheet activity

86

3.2 Insurance companies87

85 The LCR, developed by the Basel Committee to enhance the short-term resilience of banking corporations’ liquidity 

-
sets: Level 1 includes high-quality assets that may be held in unlimited amounts, while Level 2 assets are limited to a 

the latter level, the share of assets that may be held is limited to 15 percent.) The second element, on the denominator 

balance-sheet and off-balance-sheet liabilities by their expected runoff or drawdown rates. The total expected cash 

86 The merger of Union Bank into the Mizrahi-Tefahot group explains about 20 percent of the total growth of the aggregate 

87
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88

89

90

91

88

for sale”.
89 According to the companies’ statements, in the period from June 2020 until the publication of the report for the second 

90 In their various activity segments, the insurance companies deal with the management of assets for their members, in 

were not allowed to collect the variable management fees, and their income declined accordingly. 
91 In the period from June 2020 until the publication of the second quarter statement, increases in the capital market 

partly offset the management fees that could not be collected, such that the latter totaled about NIS 300 million.
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92

93

94

95

92 The loss ratio is equal to the ratio between payments and changes in liabilities in respect of insurance contracts and 
gross income from premia.

93

94 The decline in market value can also be explained by corporate governance challenges faced by some of the companies.
95

of 2015.
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96

96 On June 1, 2017, the Capital Market Supervisor of the time published a circular that contained directives that apply an 
SCR regime based on the Solvency II directive on the insurance companies. The circular included transition directives 
regarding the implementation of the directive’s provisions, according to which the companies must gradually increase 
the ratio between recognized capital and required capital, according to milestones, in the coming years. According to 
the circular, beginning on December 31, 2024, the companies will be required to meet a recognized capital to required 
capital ratio of at least 100 percent. As stated below, the Capital Market Supervisor has recently been working to adapt 
the transition period to the rules accepted in Europe. Therefore, the manner of calculating the transition directives was 
changed, and companies that implement the European model will be required to have an SCR ratio of 100 percent by 
the end of 2032.
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The third quarter of 2020

3.3 Resilience of nonbank credit companies in view of the COVID-19 crisis

97

Financing sources and leverage

98

Liquidity

97 Most of whose activity is in check discounting. The analysis is based on the 11 companies reporting to the Tel Aviv Stock 
Exchange. Two of these companies, as small companies, did not report in the third quarter, so the analysis regarding 
them is based on second quarter statements. For the rest, it is based on the third quarter.

98 There may have been a decline in demand for credit from these institutions, or they may have decided to reduce the 
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Quality of the credit portfolio

99

100 

101

Examination of resilience

99 The annual average of credit losses as a share of outstanding credit in the past three years was less than one percent.
100 Aggregate calculation. In a calculation of the simple average, it increased from 2.3 to 3.6. This calculation is based on 7 

of the 11 companies, regarding which this information is available for the second or third quarter. Their credit portfolio 
accounts for about 88 percent of the total credit portfolio of all companies.

101 -
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4. RISK SCENARIOS IN VIEW THE COVID-19 CRISIS

4.1 The imposition of restrictions in view of the continuation of the pandemic beyond 

the winter, and the effect on debt repayment abilities

102

102 The cost beyond the impact to GDP in a situation of the pandemic without a lockdown.
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103

104

105

106

4.2 A sharp correction in the equity market in view of the apparent large gaps 

between the real economy and the capital markets

103 In respect of the negative impact to operating turnover relative to 2019 data.
104 The balance remaining in deferred status.
105 More information and details appear in Section 2.3.
106 An additional 0.9 percentage points to the cost of the debt in respect of a 30 percentage points increase in the debt 

to GDP ratio, and a further increase of 0.45 percentage points in respect of a 3 basis point decline in the rate of taxes to 
GDP. See Box 1.
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Box 1

FISCAL RISK FACTORS PRICED INTO GOVERNMENT BONDS, AND ISRAEL’S CREDIT 

RATING IN VIEW OF THE COVID-19 CRISIS

1

1
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2

3

4

2

3

4



Financial S tability Report, Second half of 2020

1. 
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2. 

5

6

5

6
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2.2 



Bank of Israel

3. 7

8

7

8

Aaa Aa1 Aa2 Aa3 A1 A2 A3 Baa1 Baa2 Baa3

Luxembourg Finland
United Arab 

Emirates
Hong Kong Estonia Botswana Peru Bulgaria Indonesia Russia

27 68 37 0 19 21 39 24 38 19

Denmark Austria South Korea Czech Republic Kuwait Iceland Latvia Thailand Philippines Kazakhstan

35 85 48 39 19 52 44 50 49 23

Norway France Qatar Saudi Arabia Malta Lithuania Panama Colombia Romania

40 119 68 33 57 48 55 68 45

Sweden
United 

Kingdom
Chile Poland Malaysia Mexico Uruguay Hungary

42 108 33 60 68 66 69 77

New Zealand Belgium China Slovakia Slovenia Mauritius India

48 118 62 62 81 86 89

Switzerland Israel Ireland Spain Portugal

49 77 64 123 137

Netherlands Japan Italy

59 266 162

Australia

60

Germany

73

Canada

115

Singapore

131

United States

131

Table 1

Forecast 2020 debt to GDP ratio of investment grade countries (rating of BBB- or higher), divided by rating (heat map)

SOURCE: Debt ratio based on IMF World Economic Outlook revised to October; ratings based on Moody's global.



Financial S tability Report, Second half of 2020

9

9



Bank of Israel

Action



Financial S tability Report, Second half of 2020



Bank of Israel



Financial S tability Report, Second half of 2020

Box 2

1

1



Financial S tability Report, Second half of 2020

2

3

4

2

3 Financial Stability Report

4



Financial S tability Report, Second half of 2020

5

6

7

5

6

7 MV+D=FV



Financial S tability Report, Second half of 2020

2019:Q4 2020:Q3

Financial debt to fair value of assets 0.62 0.64

Financial debt to CAP 0.57 0.59

Leverage derived from the market 0.4 0.64

Financial debt to CAP (as derived from the market) 0.5 0.64

SOURCE: Based on Tel Aviv Stock Exchange and published financial statements.

MV

Table 1

Leverage ratio

BV

Leverage ratios calculated by book value (BV) and by market value (MV), December 

31, 2019 and September 30, 2020
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Q3/2020 Q3/2019 Q3/2020 Q3/2019 Q3/2020 Q3/2019 Q3/2020 Q3/2019

Aggregate calculation 3.91 (65%) 4.32 2.46 (76%) 3.54 1.95 (48%) 3.06 0.69 (43%) 0.65

Simple average 3.63 3.95 1.31 1.75 2.59 2.52 1.62 1.38

Median 3.41 4.21 1.91 2.7 2.1 1.6 0.59 0.49

The table shows selected financial ratios of the publicly traded commercial real estate companies as of September 30, 2020 and for the same period in the previous year.  The NOI (net 

operating income) from assets is calculated as operating profit excluding revaluation profit/loss during the period divided by the value of commercial assets as of the beginning of the 

period.  Current cash flow for assets is calculated as cash flow from current operations during the period divided by the value of commercial assets as of the beginning of the period.  

Repayment capacity is calculated as cash flow from current operations divided by financing expenses during the period.  Immediate liquidity is calculated as cash and short-term 

investments divided by current liabilities.  The rate of companies with a ratio in 2020 that is lower than the 2019 ratio is noted in parentheses next to the aggregate calculation.

SOURCE: Based on published financial statements.

Selected financial ratios of commercial real estate companies, September 30, 2019 and September 30, 2020
NOI from assets Current cash flow from assets Repayment capacity Immediate liquidity
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Box 3

INSTITUTIONAL INVESTORS’ EXPOSURE TO FUTURES CONTRACTS ON FOREIGN 

EQUITY INDICES
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9

10

9

10

Asset Tradability Liquidity Holding costs
Risk: Exchange rate, 

operating, liquidity

Foreign exchange 

exposure

Futures contract Throughout the day High Low - LIBOR interest Medium to high

Low initial exposure 

but there is a daily 

MTM* risk

ETF
During trading hours 

only
High

Management fee + 

Spot + FX basis
Low Full exposure

Equity
During trading hours 

only

High - depending on 

the stock
Spot + FX Basis Low Full exposure

Table 1

Main differences between investments in contracts and direct investments in equities and ETFs
a

* Market to Market is a daily asset revaluation mechanism that is intended to reflect the real market price.  The result dictates whether the 

investor receives or injects collateral.
a
 The comparison is to an E-mini contract on the S&P 500.  An equity holding is not a complete alternative to contracts.  There is also a small taxation gap 

in favor of the contract.
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Box 4
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