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Introduction - Israeli Military Conflicts and their Impact on Investment Markets

 We have analyzed the impact of 4 previous Israeli conflicts with a range of both duration and gravity including: 

• 2014 Gaza War - Operation Protective Edge 

• 2008 Gaza War - Operation Cast Lead

• 2006 Lebanon War

• The 2nd Intifada (2000)

 Our analysis examines the impact on the Tel Aviv Stock Exchange (TASE) as well as strategic transactional activity during and following 
the respective conflicts

 The analysis reveals very strong resilience in the face of such Israeli market shocks, and with the exception of the 2nd Intifada (2000) -
which was highly correlated to the dot-com bubble - the impact of historical conflicts on TASE have been minimal with the TASE 
experiencing single digit or negligible conflict related impacts, and an almost immediate rebound and strong short and long term
performance post conflict

 It is also noteworthy that throughout historical periods of conflict, there continued to be strategic M&A activity with multinational 
strategic companies making material acquisitions in Israel during and immediately post conflict

TASE Performance During Selected Previous Israeli Military Conflicts

Source: Capital IQ, www.UNRWA.org

TASE - 125 Index Performance From Low

Start Duration Conflict Low % Change From Pre-Conflict

Israeli Conflict Date in Days % Change 3-Months Post 6-Months Post Comment

2014 Gaza War - Protective Edge 7/8/14 50 -1.3% 5.3% 3.7%

2008 Gaza War - Cast Lead 12/27/08 22 -0.9% 22.6% 41.8% High Correlation to 2008 global financial crisis

2006 Lebanon War 7/12/06 34 -8.2% 11.9% 20.4%

2nd Intifada (2000) 9/28/00 1,594 -46.2% 22.9% 26.0% High Correlation to 2000 dot-com bubble

Source: Capital IQ, www.UNRWA.org
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2014 Gaza War – Operation Protective Edge

Source: Capital IQ, www.UNRWA.org
Note: Top exhibit reflects the performance of the TASE from 6 months prior to the breakout of the conflict to 12 months after the end of the conflict; bottom exhibit reflects 
the 5 year performance from the day prior to the outbreak of the conflict
2014 Gaza War (7/8/2014 – 8/26/2014)

TASE Relative Performance - 2014 Gaza War

TASE Performance - 2014 Gaza War Commentary

 In response to unceasing missile, rocket and mortar fire on 
civilian centers in Israel, on July 7, 2014, Israel launched a 
military operation, codenamed “Operation Protective Edge” (Tzuk
Eitan)

 Israel Defense Forces (IDF) targeted strategic Hamas facilities, 
tunnels, weapons and leadership. The conflict lasted 50 days, 
with a series of short-lived ceasefires breached by Hamas

 Israel initially attacked Hamas targets by air, however, on July 17, 
Israel sent ground forces into Gaza for a period of just over two 
weeks in order to destroy Hamas’s infrastructure, including 
rocket storage sites and infiltration tunnels which Israel was 
unable to destroy by aerial attacks. An open-ended cease-fire 
was reached on August 26

 During the 50-day conflict, 4,700 missiles, rockets and mortars 
were fired by Hamas and other affiliated terrorist organizations 
from Gaza into Israeli cities and towns

 The TASE 125 Index dipped only -1.3% on the first day of 
hostilities its low point during the conflict

 Within 3 months and 6 months from the end of the conflict, the 
TASE rebounded and was up 5% and 4% respectively from the 
day prior to the conflict

 With regards to strategic M&A activity, a number acquisitions of 
Israeli companies by multinational acquirers were announced 
during the actual war itself, including Oaktree Capital’s $340 mn
acquisition of Veolia Environment Israel, Intercontinental 
Exchange’s $350 mn acquisition of SuperDerivatives, 
Qualcomm’s $400 mn acquisition of Wilocity and not long 
afterwards the closing of Bright Food’s $1.5 bn acquisition of 
Tnuva
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Bright Foods 
acquires Tnuva 

for $1.5bn

Qualcomm
acquires Wilocity 
for $400mm

1,391

3-month performance
6-month performance 4%

5%

Low - July 8, 2014 -1.3%

Oaktree Capital 
acquires Veolia 
for $340mm

Intercontinental 
Exchange acquires
Superderivatives 
for $350mm
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2008 Gaza War – Operation Cast Lead

Source: Capital IQ, www.imeu.org
Note: Top exhibit reflects the performance of the TASE from 6 months prior to the breakout of the conflict to 12 months after the end of the conflict; bottom exhibit reflects 
the 5 year performance from the day prior to the outbreak of the conflict
2008 Gaza War (12/17/2008 – 1/18/2009)

TASE Relative Performance - 2008 Gaza War 

TASE Performance - 2008 Gaza War Commentary

 On December 27, 2008, in response to years of barrages of 
rockets and missiles launched by Hamas and other terrorist 
organizations in Gaza, Israel began a ground military operation 
to act against Hamas and weaken its operational capabilities

 During the three-week operation, Israel's military action 
targeted the Hamas terrorist infrastructure, including Hamas 
operational centers, storage depots, workshops, production 
facilities, smuggling tunnels, rocket launching sites and Hamas 
gunmen

 During the 22-day conflict and also during 2008 preceding the 
conflict, more than 3,500 missiles, rockets and mortars were 
fired by Hamas and other affiliated terrorist organizations from 
Gaza into Israeli cities and towns

 The TASE 125 Index dipped only -0.9% at its low point during 
the initial days of the hostilities

 Within 3 months and 6 months from the end of the conflict, the 
TASE rebounded and was up 23% and 42% respectively from 
the day prior to the conflict

 Key M&A transactions occurring in and around the conflict 
include Johnson & Johnson’s $430 mn acquisition of Omrix
Biopharmaceuticals, Seimens’ $420mn acquisition of Solar 
Systems, Vector Capital’s $160 mn acquisition of Aladdin 
Knowledge Systems, Medtronic’s $325 mn acquisition of 
Ventor Technologies
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Medtronic acquires 
Ventor Technologies 
for $325mm

Siemens acquires Solel 
Solar Systems for $418mm

3-month performance

6-month performance 42%
23%

Low - Dec. 29, 2008 -0.9%

J&J  acquires Omrix 
Biopharmaceuticals for $430mm

Vector Capital acquires Aladdin 
Knowledge for $160mm
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2006 Lebanon War

Source: Capital IQ, www.britannica.com
Note: Top exhibit reflects the performance of the TASE from 6 months prior to the breakout of the conflict to 12 months after the end of the conflict; bottom exhibit reflects 
the 5 year performance from the day prior to the conflict outbreak
2006 Lebanon War (7/12/2006 – 8/14/2006)

TASE Relative Performance - 2006 Lebanon War

TASE Performance - 2006 Lebanon War Commentary

 The 2006 Lebanon war was a 34-day military conflict with 
Hezbollah in Lebanon and northern Israel. The conflict was 
precipitated by a Hezbollah cross-border raid on July 12, 2006 

 Israel Police reported Hezbollah fired 4,228 rockets with impacts 
inside Israel (at a rate of more than 100 per day). Israel 
experienced losses and damage from Hezbollah rocket attacks 
including 53 civilian fatalities, 250 severely wounded, and 2,000 
lightly wounded (not including military casualties). Considering 
this conflict was prior to the Iron Dome missile defense system 
becoming operational (2011), there was extensive damage to 
hundreds of dwellings, several public utilities, and dozens of 
industrial plants. One million Israelis lived near or in shelters or 
security rooms, with some c. 500,000 civilians evacuated from 
the north and relocated to other areas of Israel

 Analyzing the performance of TASE, the initial impact of the 
conflict precipitated an immaterial decline of -8.2% from the day 
prior to the war, to its low point on July 13, 2006, 1 day following 
the breakout of the conflict

 The TASE also demonstrated a very strong and immediate 
rebound with the TASE 125 index rising 11.9% 3 months post 
crisis and 20.4% 6 months post crisis from the day prior to the 
commencement of hostilities. This also represents a rebound of 
20.1% 3 months post crisis and 28.6% 6 months post crisis from 
the low point during the conflict

 With regards to strategic M&A activity, considering the far greater 
threat of missiles prior to the Iron Dome missile defense system, 
it is interesting to note a number of large high profile acquisitions 
of Israeli companies by multinational acquirers were announced 
during the actual war itself, including SanDisk’s $1.5 billion 
acquisition of msystems (July 31, 2006) and Hewlett-Packard’s 
$4.6 billion acquisition of Mercury Interactive (July 25, 2006), 
with others during and post the conflict
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2nd Intifada (2000-)

Source: Capital IQ, www.makan.org.uk
Note: Top exhibit reflects the performance of the TASE from 6 months prior to the breakout of the conflict to 12 months after the end of the conflict; bottom exhibit reflects 
the 5 year performance from the day prior to the conflict outbreak
2nd Intifada (9/28/2000 – 2/8/2005)

TASE Relative Performance - 2nd Intifada (2000) 

TASE Performance - 2nd Intifada (2000) Commentary

 The 2nd Intifada (2000) started when widespread Palestinian 
violence erupted on Friday, September 29, 2000 in the Old City of 
Jerusalem, in the West Bank and the Gaza Strip. The grassroots 
protests and violence soon turned to a campaign of deadly 
terrorism targeting Israeli civilians on buses, restaurants and on 
city streets. Over 1,000 Israelis were killed, and thousands 
severely injured in these attacks

 Analyzing the performance of TASE, we believe the steady decline 
from the beginning of the Intifada for the next 2+ years was 
largely correlated to the dot-com bubble. In fact, the TASE 
strongly outperformed the Nasdaq Composite during this period 
and rebounded much earlier and with far greater performance

 With regards to strategic M&A activity, there continued to be 
strong levels of strategic M&A activity at the outset of the Intifada 
and throughout. Some notable transactions include Marvell’s 
$2.7 bn acquisition of Galileo and Broadcomm’s $777 mn
acquisition of VisionTech
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Israeli Market Resilience 

We believe there are a number of key factors supporting the resilience of the Israeli market in the face of conflict and the confidence of 
large multinational companies making large acquisitions in Israel, including during wars. Some of those key factors include:

 By far the strongest military in the region (a) by annual budgets that dwarf adversaries and neighbors (b) most advanced air force 
capabilities (c) missile defense and other global military technologies (d) cyber capabilities and others

 Key strategic assets in Israel held by leading U.S. and other global “Blue Chip” corporates with billions of dollars of investment 
respectively, thousands of employees, source of key cutting edge developments and technologies from Israel

• Intel Corp. with 12 thousand employees, fabrication facilities; R&D, Mobileye stake etc.

• Others with major presence include HP, IBM; Google; Cisco; Microsoft; Apple, etc. etc. 

• Chevron with billions of dollars in Israeli offshore gas interests, also now a strategic alternative source of gas to the European Union
particularly considering issues with Russia

 75-year partnership with the United States built on mutual interests and shared democratic values united by commitment to 
democracy, economic prosperity, and regional security and military cooperation

• Involved in the joint development of military technology and regularly engages in joint military exercises involving the U.S. military

• A major purchaser and user of U.S. military equipment

• Manufacturer of key military equipment for the U.S. military for example, Israel Aerospace Industries' (IAI) manufactures key 
aerostructures for U.S. air force jets including F-16, F-35 fighter aircraft and others

 Israel has a history of numerous brilliant military victories throughout its history when it had a far weaker military and far worse odds 

 Israeli companies, management teams and people have demonstrated strong operational flexibility, adaptation and resilience in times 
of conflict and experience in dealing with reserve duty absenteeism and remote working
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This presentation and the information contained herein is confidential and has been prepared exclusively for the benefit and internal use of the Stifel client to whom it is directly addressed and delivered 
(including such client’s subsidiaries, the “Company”). In connection with the preparation and provision of these materials, Stifel has relied upon and assumed, without independent investigation or 
verification, the accuracy and completeness of all financial and other information that was made available, supplied, or otherwise communicated to Stifel by or on behalf of the Company and other publicly 
available information, and Stifel expressly disclaims any responsibility for, or liability in connection with, such information or the Company’s use of these materials. Any analyses of any potential strategic 
alternatives or transactions that may be available to the Company reflected in these materials (and the other contents hereof) are preliminary and are subject to the assumptions and qualifications set forth 
herein, as well as further review and modification by Stifel. Any valuation ranges or other estimates are solely illustrative and do not purport to be valuation advice in respect of the Company or any other 
entity (including any potential counterparty to any strategic alternative or transaction) and should not be relied upon as such. Any such advice would only be provided pursuant to an engagement letter or 
other definitive written agreement entered into between the Company and Stifel. These materials are necessarily based upon economic, market, financial and other conditions as they exist on, and on the 
information made available to us as of, the date of these materials, and subsequent developments may affect the analyses (if any), information or other contents in these materials. These materials do not 
contain advice in any respect as to the legal, regulatory, tax or accounting consequences of any potential strategic alternatives or transactions on the Company or the Company’s shareholders, and it is the 
responsibility of such parties to obtain advice on such matters from other qualified professionals. It is understood that these materials are solely for the information of, and directed to, the Company and its 
Board of Directors in their evaluation of potential strategic alternatives or a transaction and are not to be viewed as definitive or to be relied upon by any shareholder of the Company or any other person or 
entity. These materials are not intended to, and do not, constitute a valuation of the Company or any other party (including, without limitation, the price or consideration that may be offered or paid in any 
potential transaction, or in any of the other terms thereof), a fairness opinion, or a recommendation to the Company as to how the Company, its Board of Directors or shareholders should vote or act with 
respect to any potential strategic alternatives or transactions, and are provided for informational purposes only. Any identification of, or discussion regarding, any third parties in these materials does not 
purport to indicate the interest or receptiveness of any such party to a strategic alternative or transaction with the Company. Any such indication of interest, and the potential terms of any such transaction, 
can only be ascertained through substantive negotiations with such third parties Stifel cannot and will not guarantee the successful consummation of any potential strategic alternative or transaction 
referenced herein. In addition, the Company should be aware that in the ordinary course of Stifel’s business, it may have had confidential discussions with financial investors or with parties in the 
Company’s industry group (including competitors) regarding strategic alternatives, including potential transactions. Such discussions may have focused on specific companies and/or presented illustrative 
data concerning possible transactions involving such companies, which may include the Company. These materials are confidential and are not to be published, quoted or referred to, in whole or in part, in 
any registration statement, prospectus or proxy statement, or in any other document used in connection with the offering or sale of securities or to seek approval for any potential strategic alternatives or 
transactions, nor shall these materials be used for any other purposes, without Stifel’s express written consent. All transaction announcements included herein appear as a matter of record only. Dollar 
volume for securities offerings represents full credit to underwriter. Stifel is a full-service securities firm which may be engaged at various times, either directly or through its affiliates, in various activities 
including, without limitation, securities trading, investment management, financing and brokerage activities and financial advisory services for companies, governments and individuals. In the ordinary 
course of these activities, which may conflict with the interests of the Company, Stifel and its affiliates from time-to-time may (i) effect transactions for its own account or the accounts of its customers and 
hold long or short positions in debt or equity securities or other financial instruments (or related derivative instruments) of the Company or other parties which may be the subject of any engagement or 
transaction involving the Company; (ii) hold discussions with and provide information to clients, potential clients and other entities regarding various market and strategic matters (including potential 
strategic alternatives), which entities may include potential counterparties to a transaction or strategic alternative involving the Company, and which matters may have included a possible transaction with 
the Company; and/or (iii) perform various investment banking, financial advisory and other services for other clients and customers who may have conflicting interests with respect to the Company. The 
information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a complete summary or statement of all available data, nor is it considered an 
offer to buy or sell any securities referred to herein. Opinions expressed are as of the date of this publication and are subject to change without notice. These opinions do not constitute a personal 
recommendation and do not take into account the particular investment objectives, financial situation or needs of individual investors. Employees of Stifel, or its affiliates may, at times, release written or 
oral commentary, technical analysis or trading strategies that differ from the opinions expressed within. Stifel or any of its affiliates may have positions in the securities mentioned and may make purchases 
or sales of such securities from time to time in the open market or otherwise and may sell to or buy from customers such securities on a principal basis; such transactions may be contrary to 
recommendations in this report. Past performance should not and cannot be viewed as an indicator of future performance. Unless otherwise noted, the financial instruments mentioned in this report are 
priced as of market close on the previous trading day and presumed performance is calculated always over the next 12 months.

Independence of Research
Stifel prohibits its employees from directly or indirectly offering a favorable research rating or specific price target, or offering to change a rating or price target, as consideration or inducement for the receipt 
of business or for compensation.

Basis of Presentation
References herein to “Stifel” collectively refer to Stifel, Nicolaus & Company, Incorporated and other affiliated broker-dealer subsidiaries of Stifel Financial Corp. References herein to “Stifel Financial” refer 
to Stifel Financial Corp. (NYSE: SF), the parent holding company of Stifel and such other affiliated broker-dealer subsidiaries. Unless otherwise indicated, information presented herein with respect to the 
experience of Stifel also includes transactions effected and matters conducted by companies acquired by Stifel (including pending acquisitions publicly announced by Stifel), or by Stifel personnel while at 
prior employers
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