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Israel's economy in grave danger as
Gaza war drags on, economists warn
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Prolonged Gaza war hits
Israeli economy with
substantlal slowdown
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Four l'l‘:l.()l'lthS of war in Gaza take an economic toll
on Israel
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Mood‘{s has lowered the country’s eredit rating for the first time in its hlsto:l.
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Pre-existing Israeli political and social unrest, coupled with a decline in foreign e e e _ = L/ = =
eserves, forced borrowing, and economic contraction, could substantially damage its du” I-Lﬁ )J.-‘b I J I O M GJ I d-b i.'.’ LOJ.&U ¢...’ LOJJU rw 6 MJ L) VO %’ M LM lb
ooooo my. The World Bank's estimation that 34.6 percent of Israel's GDP depends on

trade in goods is a case in point. Tens of billions of dollars in Israeli-Asian trade are also

at risk due to the regional disruptions in the Red Sea. _dzjbglu_o '..Lf.o \SLanJ‘.;.Jb dJ UIJD_'LM <<°Q)..l..\u/b agb>> 9

All of this uncertainty adds to other concerns, such as a retreat of investors from risk, a
sharp decline (by 70 percent) in the volume of invested capital since last October, and
he mass "exodus” of settlers to their countries of origin.
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The Current Israel-Palestine Conflict and its Impacts on Israel's Economy and
Diplomatic Ties
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Department of Political Sciences, Federal University Lokoja
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Strategic Sectors | Economy & Territory

“conomic Impact ol the Gaza War

David Butter Prior to the 7 October attack on Israel by Hamas
\ssociate fellow from Gaza, the economic outlook for the Palestinian
\li(l(”(‘ l':il.\" :Il“l \()I'lll \rl'i('ﬁl l’l'()gl':ll“l“(' territories was reasonable’ albeit Clouded by the

Chatham lHouse. London

growing turbulence in the West Bank. The Gaza
economy stood to benefit from an increase in Israeli
work visas and some potentially helpful infrastruc-
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The Israeli economy was significantly
hit by the war in the final quarter of
last year

Real GDP, Q4 2020 = 100

100

Q4 20 Q2 21 Q4 21 Q4 23

Source: Central Bureau of Statistics
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Exports of goods and services (% of GDP) - Israel
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Inflation rate

Y%

1% | | F0 B . il MY RE (MR (sl ol ] Sl nae  BREN e | e NE B sl S I | | R ) dd BN
%
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May
2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2023 2023 2023 2023 2023 2023 2023 2023 2023 2023 2023 2023 2024 2024 2024 2024 2024
Description: Theinflationrateinlsraelreached 2.8 percentinMay 2024. Thisrepresented aslightincrease of 0.3 percentage points fromFebruary 2024. During the observed period. inflationrates peaked at 5.4 percentinJanuary 2022. u r
Following aperiod of interestrate hikes.the BankofIsrael decided to loweritsdeclaredinterestrateinJanuary 2024.Read more st a t I st a .‘

Note(s):Israel. MENA; January 2022toMay 2024
Source(s):BankofIsrael;Israel Central Bureauof Statistics


http://www.statista.com/statistics/1475631/israel-monthly-inflation-rate
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Quarterly government consumptioninisrael 2022-2024
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Description:Inthefirst quarter of 2024, government consumptioninisraelreached over 123 billionisraeliShekels. Thisaccounts fora27percentincreaseoverthe sameperiodin2023. Following the start of the Israel-Hamas waronOctober 7. sta t I st a E

2023, government consumptioninthe countryincreasedsignificantlytoover 125 billionIsraeliShekels. Read more
Note(s):Israel. MENA;Q12022t0Q12024
Source(s):Israel Central Bureauof Statistics; Moody's Analytics



http://www.statista.com/statistics/1472556/israel-quarterly-government-consumption
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Total quarterly government debtinisrael 2021-2024

Governmentdebtinbillionisraelishekels

\,000
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Description: Inthefirst quarterof 2024, thegeneral government debtinisraelreached over 1.2 trillionisraelishekels (around 336 billionU.S. dollars). Betweenthe third quarter of 2023 and the first quarterof 2024, thenational debt

increasedrapidly by approximately 10 percent. This figurereflected abnormally highlevels of public expenditure during this period duetotheoutbreakof thelsrael-HamaswaronOctober7,2023.Read more - r
Note(s):Israel. MENA;Q12022t0Q12024 Statl Sta .‘
Source(s):Bankofisrael;Israel Central Bureauof Statistics;Ministry of Finance(Israel); Varioussources


http://www.statista.com/statistics/1480041/israel-total-quarterly-national-debt
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Annualdefensebudgetand spendinginisrael 2017-2024

m Budget g Actualspending

Totalbudgetinbillionisraelishekels

2017 2018 2019 2020x 2021 2022 2023 2024 xx
Description: In 2024, the government of Israel allocated about 118 billion shekels (about 30.5 billion U.S. dollars) toits military budget. This represented asharpincrease of over 87 percentin comparison to the previous budget. In 2023, the 1 r
country'sactual defense spending was almost 32 percent higher thanits planned annual allocation. After thestart of thelsrael-Hamas warin October 2023, military spending thatyearroseto 5.3 percent of gross domesticproduct. Read more s a I s a .‘

Note(s):Israel. MENA;2017t02024
Source(s): Thepublicknowledgeworkshop


http://www.statista.com/statistics/1483856/israel-annual-military-budget-and-expenditure
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Quarterly total value of exported products and services fromisrael 2022-2024
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19 I Description:Inthefirst quarter of 2024, the total value of exported goodsand servicesinlIsrael wasapproximately 37 billionU.S. dollars. Thisrepresented adecrease of just over six percentincomparisonto the first quarter of 2023. Inthe
third quarterof 2022, the value of exports beganshrinking and anegative trend commenced. Thenegative trend peakedinthe fourth quarterof 2023, withthestart of thelsrael-Hamas waronOctober 7. Thistrend moderatedinthe following

qeneBednoe o o statista %a

Sowrce(s):Israel Central Bureauof Statistics


http://www.statista.com/statistics/1483048/israel-quarterly-value-exported-goods-services
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Quarterly total volumeof freight trafficinisraeliseaports 2022-2024

Volumeof cargointhousandmetrictons

Q12022 Q22022 Q32022 Q42022 Q12023 Q22023 Q32023 Q42023 Q12024

I Description:Inthefirst quarter of 2024, the totalvolume of cargoloaded and unloaded at Israeliseaports decreased to about 12. 9 millionmetric tons. Betweenthe third quarter of 2024 and the first quarter of 2024, cargotrafficfell by almost u
20percent. Withthe outbreak of thelsrael-HamaswarinOctober 2023.internationalshipping inthe country has beenimpacted. Most significantly affected. was shipping to the Southernport of Eilat. whichwas targeted inmultiple attacksby st a t I St a E
HouthirebelsinYemen. Read more
Note(s):Israel. MENA;Q12022t0Q12024
Source(s): Ministry of Transportand Road Safety (Israel)


http://www.statista.com/statistics/1483764/israel-quarterly-total-cargo-traffic-ports

27I

1V jlasy Sunsigre o)) Sy g Luus 50 Sl § g i s i il

Totalnumber of absent employeesinisrael 2023, byreason

m Reservemilitary conscription = Absentforotherreasons m Absent for economicreasonsx
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Numberof absentworkers
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Description: In the three weeks after the start of the Israel-Hamas war on October 7 2023, 977,000 employees in Israel were absent from work. Of these, almost 36 percent were absent due to hindrances in the normal function of their workplace. Approximately 45 percent missed work due to other undefined war-
related reasons. Finally, 179,000 workers could not attend work following their mobilization as reserve soldiers in the army. Overall, the outbreak of war led to a drastic increase in employee [...] Read more

Note(s): Israel, MENA; September to October 2023

Source(s): Israel Central Bureau of Statistics; Ministry of Finance (Israel)

statista%a


http://www.statista.com/statistics/1427210/israel-number-of-absent-employees-by-reason
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Number of Palestinianemployeesinisrael beforeand afterisrael-Hamaswar

m lllegalworkers  Legalworkers

Numberof workers

8,000

Beforelsrael-Hamaswar Afterlisrael-Hamaswar

Description: Onthe eve of October 7. 2023, approximately 16 5.000 Palestinianworkersfromthe West Bank and Gazaworkedinlsrael. Following the outbreak of the Israel-Hamas war. the number of Palestinianspermitted toworkinIsraeli
townswassharplyreduced tojust 15.000.Overrecent decades. thelsraeliand Palestinianeconomies have growninterdependent. particularlyinthe constructionand agricultural sectors. Read more

Note(s):Israel. MENA, Palestinianterritories; October 2023

Source(s): TheInstitute for National Security Studies

statista%a


http://www.statista.com/statistics/1478045/number-of-palestinian-workers-in-israel-before-and-after-israel-hamas-war
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Annual high-techemployment figuresinisrael 2015-2023

Newhires g Existingemployees

Number of high-techindustryworkers

oo,000

Description:In2023. the totalnumber of the workersemployedinthelsraelihigh-techindustryreached almost 400.000. Technology companiesin the countryaddedjust over 10.000 workersthat year. Thisaccounts foranover 70 percent

dropinnew hiring compared to 2022. Growthin high-tech employmentin 2023 wasimpacted by the politically controversialgovernment judicialreformand the outbreak of warin Gaza. among other global factors. Read more
Note(s):Israel. MENA; 2015t02023;25-64

statista %
Source(s): Aaroninstitute for EconomicPolicy;Israel Central Bureauof Statistics; Israel Innovation Authority; Statista J



http://www.statista.com/statistics/1472727/israel-annual-number-of-high-tech-workers
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I Description:Inthefirst quarter of 2024, the totalnumber of agricultural workersinisraelwas 59.500. Thisrepresented aslightincrease of almost five percentinthe sector’s workforce fromthe previous quarter. Between the third and fourth
quartersof 2023, theindustry experienced asharpdeclineof almost 22 percentinworkers. As farmersinisrael are heavily reliant onforeignlabor. following the startof the Israel-Hamas warinOctober 2023. many foreignworkersleft the

G e ) e statista ¥a

Source(s):Israel Central Bureauof Statistics



http://www.statista.com/statistics/1484438/israel-quarterly-total-number-of-workers-in-agriculture
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Israel Business Confidence

Summary Forecast Calendar Alerts Download ~

=] 1¥ 3¥Y 5¥ 10Y MAX |~ Compare + = Export = :
Foints
34
17
0
o I
_34

J
1985 1990 1995 2000 2005 2010 2015 2020

Central Bureau of Statistics, Israel Value Chg Chg%o



Israel Consumer Confidence

Summanry Forecast Calendar Alerts Download ~

] 1Y 3Y 5Y 10Y MAX e Compare + s Export = :
Foints
11
0
f ~11
Mar 2015 l
-16.95 Points | 59

2012 2014 2016 2018 2020 2022 2024

Central Bureau of Statistics, Israel Value Chg Chg%



994840 BJ]) ) b Gl Uljobo yudls - j il Uil

y

Figure (1)
Israel’s Oil Imports by Source (kbd)
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Technicals

Brent Crude (November Contract)
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Monthly number of global tourist entriesinisrael 2022-2024

Number of tourists

Jan Feb Mar Apr May Jun Juu Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Juuu BAug Sep Oct Nov Dec Jan Feb Mar
2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2022 2023 2023 2023 2023 2023 2023 2023 2023 2023 2023 2023 2023 2024 2024 2024

Description:By March 2024.international touristarrivalsinisraelreach 79,500 entries. Incomparison, 375.6 00 visitors entered the countryinMarch 2023. During the fourth quarter of 2023, the country experienced amore than 8 0 percent

L
dropininternationaltouristarrivalsinwhen compared tothepreviousyear. Inthemonths following the Israel-Hamaswar. whichstarted on October 7. 2023.incoming tourismtolsrael significantly decreased. Read more st a t I St a ' ‘
Note(s):Israel. MENA; 2022t02023

Source(s):Israel CentralBureauof Statistics


http://www.statista.com/statistics/1473422/israel-monthly-tourist-arrivals
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Monthly total hotel guest-nightsinisrael 2022-2024, by visitor type

Foreignguests g Israeliguests
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Description: During themonthof March 2024, Israelihotelsaccommodated over 1.8 millionguest-nights. Of them, about 90 percent werelsraeliguests and only 10 percent were foreignnationals. Thisisastark contrast fromMarch 2023,
45 I when 51percent of guest-nights were occupied by foreigntourists. Sincethe start of theIsrael-HamaswarinOctober 2023, foreignvisitorarrivalsinlsrael significantly decreased. Inparallel; thelsraeligovernment hassponsored the

n
temporaryrelocationof hundreds[...]Readmore sta t I St a ' '
Note(s):Israel. MENA;October 2022toMarch2024

Source(s):Israel Central Bureauof Statistics


http://www.statista.com/statistics/1483538/israel-monthly-total-hotel-person-nights-by-guest-type
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Israelipublicconcernabout the geographical expansionof thelsrael-Hamaswar 2024
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Extremely Somewhat Nottoo Notatall

Description: As of April 2024, 61percent of thelsraelipublicwere either extremely or very concerned about the possibility of the warin Gaza expanding to other countries. Onthe other hand. only 13 percent of respondents werenot concerned
aboutthe growing scopeof the war. Similarly.manyIsraeliswere concerned about the lengthening durationof the war. Thelsrael-Hamas warstarted on October 7. 2023. Hostilities betweenIsraeland Hezbollahonthelsrael-Lebanonborder

n
brokeouton[...]Read more statlsta "
Note(s):Israel. MENA; March 3 to April 4. 2024;1001respondents; 18 yearsand older

Source(s): Gallup; PewResearchCenter


http://www.statista.com/statistics/1482303/israel-public-opinion-expanding-scope-of-war
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Israelipublicconcernabout thelengthof timethewarin Gazawill continue 2024

Shareofrespondents

Extremely Very Somewhat Not too Not at all

Description: As of April 2024, 6 9percent of the Israelipublicwere either extremely or very worried about the prolonging warin Gaza. Onthe other hand. only ninepercent of respondents werenot concerned about the duration of the war.

Similarly.manyIsraeliswere concerned aboutthe expanding geographical scope of thewar. Read more T r
Note(s):Israel. MENA; March 3 to April 4. 2024; 100 1respondents; 18 yearsand older s a I S a J

Source(s): Gallup; PewResearchCenter



http://www.statista.com/statistics/1482281/israel-public-opinion-duration-of-war
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Table 2. Israel: Balance of Payments, 2018-28

(Billions of U.S. Dollars; unless Otherwise Indicated)

2018 2019 2020 2021 2022 _ 2023 2024 2025 2026 2027 2028

Projections
Current account balance 1.3 14.1 226 21.0 191 215 215 217 21,7 219 220
Merchandise -168 -154 -114 219 -264 -303 -31.8 -333 -353 -376 -404
Exports, f.0.b. 60.1 604 589 701 80.1 754 766 790 813 838 872
Imports, f.0.b. 769 758 702 921 1065 1057 1084 1123 1166 121.5 127.6
Services 202 235 296 409 427 463 476 490 508 530 556
Exports 52.1 571 552 741 86.1 836 840 873 909 952 999
Imports 320 336 255 331 434 373 364 382 402 422 443
Primary income 0.2 2.3 -3.6 -14 69 42 44 46 48 50 52
Receipts 150 146 122 182 195 167 175 183 191 200 210
Payments 15.3 169 157 255 264 209 219 28 238 250 262
Secondary income 8.2 83 79 94 9.6 9.6 0.1 105 1.0 115 121
Receipts 120 126 128 148 151 151 158 165 172 180 189
Payments 3.8 43 5.0 595 54 5.4 57 59 62 65 6.8
Capital account 16 1.6 1.8 2.1 2.0 2.7 27 20 2.7 2.7 2.7
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How Attacks on

Commercial Ships .

Affect Red Sea
Trade Routes

------- Route before Gaza war
Route during Gaza war
Potential Gulf oil detour

Gibraltar i sES

-----

Asia-Europe routes by
Israeli-linked vessels took
around 19 days prewar but
can now take up to 31 days
depending on ship speed
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Trade disruptions

Trade has been diverted from the Suez Canal to the Cape of
Good Hope, while less has passed through the Panama Canal.

Daily transit trade volume
(million metric tons, 7-day moving average)

8

Cape of Good
Hope
6
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2

Suez Canal
W A Canall

o I
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Sources: UN Global Platform; IMF PortWatch. IM F
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' Alternative shipping route avoiding Red Sea V

- Using Red Sea/Suez Canal Around Cape of Good Hope

10,000 nautical miles 13,500 nautical miles
(18,520km) (25,002km)
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W g - THE SUEZ CANAL

\

SUEZ CANAL 3 The Suez Canal, located in Egypt, is one of the world’s
BY THE NUMBERS most important waterways. It provides the shortest sea
link between Asia and Europe.
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ship traffic each day

An average of

S2

ships pass through
the canal each day.

A

This portion of the route,
which was qpanged in
2015, | parallel canals.
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On March 23, 2021, a container ship
named Ever Given became lodged
in the Suez Canal. Each day the canal
is closed disrupts an estimated
$9 billion worth of goods trade.

Ever Given's container capacity

Three main types of cargo
flow through the canal:
EVER GIVEN
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- " This southern section i
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Suez Canal Revenues ($ Millions)
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Houthi attacks force vessels to avoid the Red Sea
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UNITED STATES SPENDING ON ISRAEL'S MILITARY OPERATIONS
AND RELATED U.S. OPERATIONS IN THE REGION, OCTOBER 7,
2023-SEPTEMBER 30, 2024

U.S. spending on Israel's military operations and related U.S operations in the region total at
least $22.76 billion and counting. This estimate is conservative; while it includes approved
security assistance funding since October 7, 2023, supplemental funding for regional
operations, and an estimated additional cost of operations, it does not include any other
£CoNomic Costs.

This figure includes the $17.9 billion the U.S. goverment has approved in security
assistance for Israeli military operations in Gaza and elsewhere since October 7 -
substantially more than in any other year since the U.S. began granting military aid to Israel in
1959. Yet the report describes how this is only a partial amount of the U.S. financial support
provided during this war.
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