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Chart 1: Leading Technology Sector Revenues, 2001 (US$ Billions)

Market size % of total
Semiconductors 165.9 29%
Networking / Communciations Equipment 136.5 24%
Storage 87.4 15%
Infrastructure Software 80.8 14%
Semi Capital Equipment 55.9 10%
Application Software 50.9 9%
Total Revenues 577.4

Source: IDC.
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Chart 2: Concentration and Fragmentation in Leading Tech Sectors, 2001

Infrastructure Software ($81bn) Application Software ($51bn)

% of total in US$| % of total in US$|
Microsoft 14% 11.5 SAP 9% 48
IBM 11% 9.1 Oracle 5% 2.8
Oracle 9% 7.3 PeopleSoft 3% 1.7
Computer Associates 5% 41 siebel 3% 15
HP Compaq 3% 2.1 i2 3% 14
Top 5 42% 341 Top 5 24% 12.3
Others (less than 1%) 41% 331 Others (less than 1%) 56% 28.6

Networking / Comm Equip ($137bn) Semi Capital Equip -- Back End ($21bn)

% of total in US§| % of total in US$|
Nortel 15% 209 Amkor 1% 24
Cisco 14% 19.6 ASE 6% 1.3
Ericsson 13% 175 Teradyne 6% 14
Lucent 13% 17.8 ASE 6% 1.3
Motorola 5% 6.7 Tokyo Electron 3% 0.5
Top 5 60% 82.5 Top 5 33% 6.9
Others (less than 1%) 12% 17.0 Others (less than 1%) 21% 5.7

Semiconductors ($166bn) Storage ($87bn)

% of total in US§) % of total in US$
Intel 15% 24.9 I1BM 18% 15.8
Toshiba 4% 6.8 HP Compagq 16% 13.7
Texas Instruments 4% 6.2 EMC 10% 8.7
Samsung 3% 5.7 EDS 4% 39
NEC 3% 53 Quantum 4% 39
Top 5 29% 48.9 Top 5 34% 46.0
Others (less than 1%) 26% 43.9 Others (less than 1%) 10% 8.6

Source: IDC.

14




9PN PIYY DN SHNIYIN PIYD

TINDM $915 0NNV, TINDND $988-52 195NN 2001-2 DDA PNYNOVN MWD DD IO
MYV ST 13N 900NV NN IDC Apnnn 92N .(D»VI9 D298 NMIYD) MIIND 990)
910 PIVN YV 65% DINNN DINNA DIDYTIN 7DNIINN NWHRN 2006 NIV TY MY 9%-2 Hv
,(8%) PTI/NNVUPN L(10%) NOWNNN (13%) MINPIAN ,(24%) NMOWYNN MIHN DX DO9D OM
(7%) DMWY

mMHaN HY 1OP> DTN DN 90N I NNYINN HNINIVID PO PIYD DTN

.NINAN DY NINEDY INDNN DITHND NYONIY

NMYPYN 25210 PODIV NN DY NNHNNIN P72 117 IWN N XY VNN IPNHRN
DINNA MY YD NNINNY YINONI YINND 13 NTHY 15 NI gNnm Merril Lynch
MIPN,PIY 72WNI MWD N DINNA OPIRIYIN PO-1NN HY NITPHNNN NYANN NNVPNN
DY MINONNDI NN ,DNY 19D 97 NN TIND NNMNIY I MON .1 XD 72D "NNIA
SV NYNAND NIRD 1N MYNN MVPN TYNN DINN NN, DD DXDINNA MI2N DY NN
.30y D22V MHaN

PL-"NN NY TN OXNAN NPTNM DNPINN HNOXIVID YA DIPNYNY NDIY NVIPNNN
: DN OINIYN

.1%-1n YOPN PIY NN MY MI2N YT PIVIN 41% : HAYN NN

.1%-1D YOPN PIY NN MY MI2N YT PIYNN 56% : NPXPIDAN MIDIN

MION2 M) INY N2 NN .1%-1D YOPN PV NN MY MNP PIVNN 26% : DXV
LMYONIVN MHANN YT PHVNN ,D°1aY

Chart 3: Software segments with high fragmentation and growth rates

Market size
Infrastructure Software (US$ billions) % Others  CAGR 00-05
Enterprise system management 13.5 36% 12.5%
Development tools 124 56% 13.7%
Network Service and Management 7.9 60% 15.9%
Security 6.4 41% 22.8%
Integration 44 49% 43.9%
Application Software
CRM 7.6 60% 17.7%
Portals 3.3 28% 27.7%
Analytics 3.1 64% 20.0%

Source: IDC.
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NMPN NNINA 5N PN

DINNN ROY NPONRIY NIIND DPNINDIA 1IN Y0P YNID NN IDIND MIPIVN NON
2Y MDDIANN IN ,DMNINDIA DINNHN NNVP 12TV NPORIYIN NN DTN Y2 ,pO-2Nn
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Main sources of capital

1997 1998 1999
$MM $MM $SMM
1200 800 2500 —2.268
1,001 700 o
1000 — o 2000 1851
800 — 128 500
250 399 1500 1%
600 —| o 400
00 — | 1,000
400 | 580
1 00— 1 [ 500 |
200 — 100 — — — Y
0 0 0

Vent Israel
DCorporate |:| e |:| S |:|Slate

Venture

Israel
|:| Corporate |:| |:| srae |:|State

Venture

Israel
|:| Corporate |:| |:| srae |:|Stale

Capial Electic Capital Electric Capital Electric
2000 2001 2002
$MM $SMM $SMM
5,000 1,600 1,389 400 5
T 1,400
1,200 %51 300 —
3,000 — 1,000
800 — 1 597 200 —
2,000 — 600 — -
1000 — T@H ‘2‘88 ] N ] 161 100 a7 T
,_l ] 1 ] ,_l ,_l NA N/A
0 — 0 0
Venture Israel Venture Israel Venture Israel
|:| Corporate |:| Captl |:| Electic |:|Slate |:| Corporate |:| Capital |:| Electric |:| State |:| Corporate |:| Capital |:| Electric |:| State

Source: IVC, Morgan Stanley, Ministry of Finance

== Corporate — IPOs and secondaries.

= Venture capital — capital raised by Israeli V/Cs.

= Israel Electric — debt offerings, not including syndicated loans.

= State — debt offerings, not including syndicated loans.

Other sources include: Israel Bonds — approximately $B1 a year. (Issuer M.O.F).

Banks syndications and deposits.
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PVYIP NDN DAYNH DMINK DINNNY TV NTNIVN DINN NMITIIND NPNPIM
NTNAY 2/NIND I NN DY MPAINY TN 9NN 1Y TN, NPRPINN MM 22)D NI 927D
m1ana »n (Emerging Markets) o mynn opnvh 130N 2013 92y .DM7YNNN DOPNva
DY) ©D1INN2) NNVPN
40 -2 M2ININ MNIY NN 1YY MTP2 ANY IRPINRA PR PIY HY 121PY 129NN
YDIN DY IV TN MW DI 1YHNNY equity -n Y012 DT MNINRD DNIVN
07NN MIaNY 12NN MHYYN LIN PN 2NN
MITA NYINDNA IRNIND YIRIYIN PIVN DY 12172 NDI NVIND YD) NN DITIN MIYND
MV PO NNAY XTI HP PNV NYA NT PIYD 1N KD MIANN 1Y TINY IRV
DOWY INHNY ODIN,DIN2 DYAIN DD 1YY PYTY 112X N7 NNNTHN NPHNIY 111N
DTN NONN YN NN
19 NONIIN NMPNA 27NN PN DD IDOWN TPNTNOV NN ORN
TYNN PIVN D MINID ND IWANND KD DN NNN OPIVN ,DORIVIT IDYW PINYIN ¥ IR
MMNMPHRN TN ,INY D) DY .(Secondaries) Tvnn Y02 DN DIVTN DIOPIL DI DIYID
.DMDMP PYTY DM IV XD
118 5y DT TNPHNA NMAX NIN NN MTYPHRN NDNNIN NNIPA 2/NINI MDD @
S 10D
1 ,MN2N YW NIXRIAN MDOONNTT MZITI MIAND PN MPANN 1Py 2001 MVIY Tya e
.(small cap) mvpP NMMaNa Praxnn 2002 -2 MPAIN PIVY
1112 NVPON HY IPRNN NYIVT Y97 MNY MIIN PIVIDIAPNN NONOL MIaN e
™MH2N,N29 NNOXNAIVIAPNN INIAND PIYD NIDIN XNPY DY MIIN ,DWND .NINNN)I
JONNRPDITI MINDI YNINNRN PIYD 1IN MY
q0 5¥ N NPNNI NPND MYITI TNAN :1IINN NNOXIN NPAN DY NNPPY MY TN D)
BaNRiab IR

NDNO0 MIAN DY MPAN 19 -2 TN 5.1 1013 2002 mwa =
PNNY $ 1190 150 -5 NNNNY PN NNV MNINRD TYRNN MPAN 10 Hnn7 =
.20% -2 7PN MPAN YN VIRPOITN =

-5 5 902 ,0°17PN DWVWTIN NPNYNRT MPANY TONNI NINSNDIN MNPOYN 45 inp =
PNPNOV NYIANY PN 23% ,$ TINDIN 9.3
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NPDLVPIVR PIPY MTPNN NPORIWD MIINN (MEA) DM MY 71 DINNA D)
TN YMINIY 592 DI WIS IO MIY0N D22 D) NINT,MININOVN NN 1 NI
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VC Investment in Israel VC Investment in Israel
$ MM % VC Investment in US

Midwest 154 5

New York City 16¢

Washington State 179 3.0 3.0

Boston ] 253

Potomac ] 267 2

Israel

Texas ] 389

California e 1997 1998 1999 2000 2001

VC Investment in Israel
$ MM High-Tech Companies

@
no
@®
=1

3,500
3,000
2,500
1,500
1,000
440 590
500

1,010

1997 1998 1999 2000 2001

Source: IVC

* If Israel were a US state, it would rank either 2 or 3 in terms of total VC investment

* In 2001, VC investments in Israeli startups declined by significantly less than VC
investments in American startups

* Israeli VCs have approximately $2Bn currently available for new investments and

around $2Bn available for reinvestment
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NNINT =29 NP9190 MYan

992 P73 R OVMIP NN ,TNINIVN MPIY DY HNIWID NN MM 21590 DY DNPP TYNN
DOWPYND YINIVIT NN PN DX DINNN DX XONX ,HNIVI NINNN MIAND DY TdNNPNND
93 WPYN .OONIY NN NYPYN DY NONN TONNT DXIWNN DIXVINONND TN DD
Mo NPNINDIA TPNDNOV NN DY NINIDNN NNOWIN .0V PIIN DIV PNV DIAPY N8
MIVYN 20 -2 I8NV RIS NOTHY »MVIVON DI NN DTIPN 7792 NIONIN IWN HNIWAI
ININRD

MNNY MIANINNN PONI IRIYI DMNIN DX NININNRD DNV IDITIN — MYPYNY 0PI1an
YT JPNVY 232N NPNY IPIVMIP NPND N99N HNIWID MINDN DDV DNYY MNDNOVN
MYPYND NINPIA DN

NN DY PONND TIND DIWN NPYNIY NN DY HOVLDIDIND MDD KNIV MNODN

NI DY HNONIVIdN POV L, PYY TPRN N9PNA (equity) PN D N9 NPNIAN ,DIDIDY
ANDNOL MIANA NN D7D PIva

SPNY DT DWPYN NXRIPY NIDY TN 7P NIPNINA THPHNIY MWD PIVI 2NN NN
DM IRYNI DYDY

D915017 Y93, M MYPYNY 79 Y5 1) MY I¥a SINIYIN PYNI IR NWOPO PN
DIND ,NIND TN MYPYAN NYTINY 2707 NN D) ,19Y PV =N NVP AT 973N

SINIYIN PYUNI STONIN 1IN NIN PY-NN

Total volume of mergers and acquisitions (1996-2002)

Year Total Volume ($M)
1996 593

1997 838

1998 1,847

1999 2,967

2000 631

2002 (E) 1,500

Total 18,962

Source: 1VVC Research Center.
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NTIN DY Y INDNN JINND W NI NN TPNIND NIVND YIP) OX .MV 91T 230,000
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DYY VINTN RIDN NYOY NIDINA (01T TINIDIM 7) MINDNN JINNDA DMPN AN NYWIA NI
NI

2N MOIDONN TON 25% YW PL-NN TN MDOYAY YINN NI NI TD TNND
NYITIN NODIND .(DONRY 2172 MION MIANAY 35% - 40% NIN NYWN NINNON NPINIVPON
A0V TN 9 -0 NI T PAVN A DY NINY

D90 DT 39,000 — 75 DWY WAT ,1PN2NN NNNI INYA TWD NPISNIY 1NN
-3 NI PU-N2 DTV 9D TO TIND DXNIDVM DIOTINDN ,DRIYTHN NPV .PO-1NN 1D

MODIR/MNVIDININ INA 25,000 WIT 199 ,65%

MY/ MNVIDIDIIND SN2 HY NNONN MNIN DM NIIWND NEYINN NPINN 97y
.D>1N2 28,000 N>N 2007 TY 2002 MIWN PO-11N NMOWYNY DIDINRNND NWINPNRI
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Graduates in High-Tech Fislds
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TN 5 NP9 515012 Y115 5,000 P9
MTOMN I NAPN MYIT Y DMYN DXINIAM DO MXIAPN NV P2 NHROPN NDONN
NON NP NPOVINN MTN 55919012 NIV )12°N N1 6,000- NPRYN DMN
STV PO-1NN NOWYND MNPNRTD DXIAVN)

.DINK DIRY NI, DO09WN YTINDD 7DV 1,000 OINN e

1YWY DIRODTIN NOTIN,DOYTN YTINDD HNIXIVINA DXVITIVD 5,000-1 DOINWI )0 @
PO-"N>
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