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1. ISRAEL GOVERNMENT ACTIONS & STATEMENTS
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1.1. Israel & Bahrain Formally Establish Diplomatic Relations in Manama
Israel and Bahrain announced on 18 October that they established formal diplomatic relations. The
ceremony took place in Manama, the capital of Bahrain, where officials from both sides signed eight bilateral
agreements. These included a joint communiqué on the establishment of diplomatic, peaceful and friendly
relations, which was signed by Israel’s Foreign Ministry Director General Alon Ushpiz and Bahraini Foreign
Minister Abdullatif bin Rashid Al Zayani.
The document is not legally a treaty, but rather a “framework agreement,” as Israeli officials put it. However,
the signatures of both Israel and Bahrain mean that diplomatic relations have been formally established.
The other seven agreements — memorandums of understandings — deal with bilateral cooperation in civil
aviation, communications and mail, cooperation between financial institutions, agriculture, technology,
cooperation between the foreign ministries and visa-exempt status for diplomats. The delegation of senior
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Israeli officials arrived in Manama on board El Al flight 973, the first Israeli commercial flight to the country.
(Al-Monitor 19.10)
Back to Table of Contents

1.2. Israel & Sudan Announce Agreement to Normalize Relations
Sudan’s transitional government said the decision to normalize relations with Israel was a necessary move
that will benefit the Sudanese people economically. General Yassir Al Atta, a member of Sudan’s ruling
Sovereign Council, said that normalizing relations was one of the conditions set by the U.S. government to
remove Sudan from its list of countries that sponsor terrorism. Sudan’s Justice Minister Nasruddeen
Abdulbari issued a statement saying building ties with Israel is legal and falls within the mandate of the
transitional government which is enshrined in the constitution. The transitional government was formed
last year after the 30-year rule of Islamist President Omar al-Bashir.
Mubarak al-Fadil, chairman of the Umma party reform faction, also welcomed the move. Sudan is an
agricultural land and Israel has pledged to support Sudan with new agricultural technology which will boost
local production. Sudan is an agricultural country with vast arable lands amounting to 200 million hectares,
but today only 45 million hectares are cultivated with very low productivity and high cost.
The normalization agreement which was brokered by U.S. President Donald Trump is the third such deal
the president has mediated to establish relations between Israel and Arab countries. Last month, Israel
signed peace agreements with the UAE and Bahrain in a White House ceremony. (VoA 27.10)
Back to Table of Contents

1.3. US, Israel & UAE Establish Abraham Fund Following Accords Commitment
The United States, Israel and the United Arab Emirates announced the establishment of the Abraham Fund,
which fulfils a commitment made in the Abraham Accords. Through this fund, the US International
Development Finance Corporation, the UAE, and Israel will mobilize more than $3 billion in private sectorled investment and development initiatives to promote regional economic cooperation and prosperity in the
Middle East and beyond. The partners welcome participation from other countries to advance these
objectives.
This initiative is an integral part of the historic peace accord signed by the UAE and the State of Israel with
the United States’ support, and demonstrates the benefits of peace by improving the lives of the region’s
peoples. It is a manifestation of the new spirit of friendship and cooperation between the three countries,
as well their common will to advance the region. The countries will trilaterally open a development office
based in Israel to identify and initiate strategic projects with a high developmental impact, including those
that catalyze economic growth, improve standards of living, and create high-value, quality jobs.
The fund will enable its members to launch people-focused investments, providing opportunity and hope
for the region and its youth by enabling them to build a future that serves them and their communities. The
United States, Israel, and the UAE believe that this initiative will create the foundation for stronger regional
cooperation based on diversity, exchange, and shared humanity. The Abraham Fund will bolster regional
trade, enable strategic infrastructure projects, and increase energy security through the provision of reliable
access to electricity. The fund also aims to improve agricultural productivity and facilitate reliable and
efficient access to clean water in the region. (U.S. Embassy Jerusalem 20.10)
Back to Table of Contents

1.4. Israel & UAE Sign Four Agreements in First-Ever Official Visit by Gulf Arab Nation
In an historic first visit by a Gulf Arab nation, a United Arab Emirates delegation arrived in Israel on 20
October, accompanied by top U.S. officials, to promote the peace agreement signed in September. Four
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agreements were signed during the visit relating to investment, scientific cooperation, civil aviation and visa
exemptions; the visit was restricted to Ben Gurion airport due to coronavirus health restrictions. Israel and
the UAE have already signed several commercial deals since mid-August, when they first announced they
would establish full relations. (Various 21.10)
Back to Table of Contents

1.5. Israel & UAE Agree on 28 Weekly Direct Flights Between Abu Dhabi, Dubai & Tel Aviv
On 18 October, Israel and the United Arab Emirates agreed to enable 28 weekly flights between Tel Aviv
and Abu Dhabi and Dubai, following the normalization agreement between the countries, signed last month.
The agreement will enable 10 weekly cargo flights, while charter flights between the UAE and Israel’s
Ramon Airport, near Eilat, will be unlimited. The two nations’ transportation ministries agreed on the deal,
which was signed by Prime Minister Benjamin Netanyahu at Ben Gurion Airport.
Israeli officials said direct flights would be postponed until January because of the coronavirus. For its part,
Etihad Airways launched a Hebrew-language website, with high hopes for burgeoning tourism and business
trade. The message, “Welcome from Abu Dhabi,” greets users as they enter the website, with different
sections on safety protocols and other destinations offered by the airline also appearing in Hebrew.
Israeli carrier Israir announced that it will offer direct flights from Ben Gurion Airport to Abu Dhabi. Israeli
national carrier El Al will also reportedly offer flights on the route. Local authorities in Abu Dhabi have
instructed all hotels in the city to prepare kosher food options ahead of the expected influx of tourists from
Israel. (ToI 18.10)
Back to Table of Contents

1.6. Israel & Bahrain Sign Air Travel Agreement
On 22 October, Israel and Bahrain signed an aviation agreement establishing a direct flight route between
the two countries. Israel continues to strengthen its ties to both Bahrain and the United Arab Emirates after
the two Gulf states recognized Israel. The two countries agreed to establish weekly passenger and cargo
flights between each other’s airports with trade and tourism in mind. Bahrain agreed to normalize its
relations with Israel in September, shortly after the UAE did the same. Bahrain and the Jewish state formally
established ties on 18 October.
Air travel is a large part of the developing relations between Israel and the Gulf and commercial flights are
now operating between Israel and the UAE. In September, Saudi Arabia announced that it would allow
Israeli planes to use its airspace. This enables Israeli airliners to fly directly to Bahrain and the UAE. (AlMonitor 22.10)
2. ISRAEL MARKET & BUSINESS NEWS
Back to Table of Contents

2.1. Augury Raises $55 Million in Series D Funding to Sustain Rapid Growth
Augury announced it has secured $55 million in funding. The additional capital will be used to sustain and
accelerate Augury’s rapid growth and to capitalize on the opportunity to help leading industrial companies
improve the reliability, resilience and efficiency of their manufacturing operations. This Series D round was
led by Qumra Capital, a leading late-stage venture capital firm based out of Israel. It includes participation
from existing key investors, including Insight Venture Partners, Eclipse Ventures, Munich Re Venture
Capital, Qualcomm Ventures and Lerer Hippeau Ventures. With this round Augury has raised $106 million
since its initial funding six years ago.
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The Machine Health category in which Augury leads sits at the intersection between powerful new AI-driven
visibility into machine functions and fundamental processes in manufacturing, including maintenance and
asset management. Augury’s insights give customers the ability to adapt their maintenance and
manufacturing processes based on actual machine condition, history and relationship to processes and
materials, rather than traditional time-based processes. The results are significant reductions in planned
and unplanned downtime, reductions in spare parts inventories, and positive impact on productivity,
margins and ability to meet customer demand even in the most challenging circumstances.
Haifa's Augury is building a world where people can always rely on the machines that matter. Augury
supports its customers by enabling Digital Transformation through superior insights into the health and
performance of the machines they use to make products, deliver services and improve lives.
Tel Aviv's Qumra is the first Israeli-based Capital fund to focus on the Israeli late stage market, looking for
exceptionally ambitious and visionary teams and businesses. Qumra focuses on highly analytical, data
driven companies that can successfully scale to global leadership in their domain and invest in rapidly
growing companies with a proven market fit. (Augury 14.10)
Back to Table of Contents

2.2. BlackSwan Launches the World’s First AI Operating System, Raises $28 Million
BlackSwan Technologies launches as the world’s first enterprise AI operating system, enabling any
company to leverage the most advanced artificial intelligence for an unprecedented level of operational
efficiency and data-driven decision making. Since it began offering its technology to a limited customer
base earlier this year, BlackSwan Technologies has generated tens of millions of dollars in revenue through
multi-year contracts with many leading businesses. The company has also established a groundbreaking
partnership with Deloitte to provide leading global banks an AI-powered platform that is already proven to
increase revenue and drive efficiencies.
BlackSwan Technologies also raised a new Series A financing round of $28 million led by investors Prytek,
FinTLV and MS&AD Ventures. The new funding will be used to accelerate growth, continue developing
new advanced AI applications and expand the BlackSwan Technologies team.
Tel Aviv's BlackSwan Technologies is a PaaS/SaaS product company. Its Flagship software ELEMENT is
an operating system powering the rapid development of enterprise AI applications that mimic the cognitive
functions of human intelligence. ELEMENT can be used by enterprises across multiple industries to collect
and organize data, gain competitive intelligence, improve compliance, drive new business opportunities
and make predictions – all while cutting costs and improving efficiencies. BlackSwan’s ELEMENT is trusted
by some of the largest global organizations. (BlackSwan Technologies 13.10)
Back to Table of Contents

2.3. Knorr-Bremse Makes Additional $10 Million Investment in Rail Vision
Foresight Autonomous Holdings announced that its affiliate, Rail Vision and Germany's Knorr-Bremse
Systeme für Schienenfahrzeuge, an affiliate of Knorr-Bremse, executed an agreement whereby KnorrBremse will make a new investment of $10 million in Rail Vision. Knorr-Bremse, a $17 billion Europeanbased group, originally invested $10 million in Rail Vision in 2019. Following the additional investment,
Knorr-Bremse will own a total of 36.79% of Rail Vision’s outstanding share capital. Additionally, Rail Vision
has received a call option, available under certain conditions which should be met, to call for an additional
$5 million under the same investment terms. The current investment reflects Rail Vision’s post money
valuation of approximately $50 million.
Ra'anana's Rail Vision is a leading provider of cutting-edge cognitive vision sensor technology to increase
safety in the railway industry. Rail Vision’s solutions offer detection and classification of objects or obstacles
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(e.g. humans, vehicles, and signals), rail path recognition (i.e. switch state detection), distance
measurement and opportunity infrastructure condition monitoring.
Ness Ziona's Foresight Autonomous Holdings is a technology company engaged in the design,
development and commercialization of stereo/quad-camera vision systems for the automotive industry.
Foresight’s vision systems are based on 3D video analysis, advanced algorithms for image processing, and
sensor fusion. (Foresight 14.10)
Back to Table of Contents

2.4. ADAMA Acquires Majority Stake in Key Paraguayan Distributor
ADAMA has acquired a majority stake in its key crop protection distributor in Paraguay, FNV S.A.,
strengthening the Company's commercial presence in the large Latin-America market. Founded in 2015,
FNV has become a highly reputable and rapidly growing distributor of crop protection, fertilizers, seeds and
bio-stimulants in Paraguay, the world's 6th largest producer and 4th largest exporter of soy.
FNV already serves as the Company's key distributor in the country for some of its flagship products
including CRONNOS®, the triple-action fungicide for Asian soybean rust, as well as ADAMA's recently
launched self-produced Prothioconazole-based mixture ARMERO. The acquisition will allow the Company
to introduce its vast product portfolio in the country, and capture the full end-to-end value chain, from
manufacturing to the end customers.
Airport City's ADAMA is a global leader in crop protection, providing solutions to farmers across the world
to combat weeds, insects and disease. ADAMA has one of the widest and most diverse portfolios of active
ingredients in the world, state-of-the art R&D, manufacturing and formulation facilities, together with a
culture that empowers our people in markets around the world to listen to farmers and ideate from the field.
This uniquely positions ADAMA to offer a vast array of distinctive mixtures, formulations and high-quality
differentiated products, delivering solutions that meet local farmer and customer needs in over 100
countries globally. (ADAMA 15.10)
Back to Table of Contents

2.5. Secret Double Octopus Garners Strategic Investment
Secret Double Octopus secured a strategic investment from SC Ventures, the innovation, fintech
investment and ventures arm of international banking group, Standard Chartered. SC Ventures joins a
distinguished list of corporate investors in the company including Sony Financial Ventures, KDDI, and
Global Brain. The parties did not disclose the financial terms of the deal.
Secret Double Octopus offers an innovative authentication solution which completely removes the use of
passwords in business environments of any size and complexity. Its unique combination of a simple
universal user experience, and a dramatically stronger protection against cyber-attacks, is an industry
game-changer at a time of rapid workforce shifts and growing regulatory demands.
Tel Aviv's Secret Double Octopus is the passwordless authentication solution for the enterprise. The
company's solution liberates end-users and security teams from the burden of passwords with the simplicity
and security of strong passwordless authentication. The Octopus Passwordless Enterprise™ technology
provides a unified user experience and a consistent method for accessing workstations, remote services,
cloud applications and on-prem systems, while providing stronger protection against cyber-attacks. (Secret
Double Octopus 15.10)
Back to Table of Contents

2.6. VisIC Technologies Raises Series E Round to Support Growing EV Market
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VisIC Technologies has successfully raised a Series E financing round with participation from Taiwan's
MediaTek, the world's 4th largest global fabless semiconductor company. This round of financing will help
the company to enlarge its portfolio for Electrical Vehicles high power systems.
MediaTek, which its dedication to innovation and has positioned itself as a driving market force in several
key technology areas, including highly power-efficient mobile technologies, automotive solutions, and a
broad range of advanced multimedia products, invested in VisIC and will contribute from its experience to
accelerate VisIC's innovation and sales.
Ness Ziona's VisIC Technologies is a world leader in GaN electronics for xEV applications, focused on
high-power automotive solutions. Its efficient and scalable products are based on deep technological
knowledge of gallium-nitride and decades of experience. VisIC is committed to providing a step function
improvement in terms of size and cost of energy conversion systems and is dedicated to high-quality
customer support at all development phases. VisIC offers high power transistor products based upon
compound semiconductor Gallium Nitride (GaN) material aiming to provide products for cost-effective and
high-performance automotive inverter systems. (VisIC Technologies 19.10)
Back to Table of Contents

2.7. Israel Searches for New Sources of Kosher Slaughter as Poland Closes Up
Israel continued to experience shortages of beef and lamb during the recently concluded holidays despite
the absence of its traditional robust tourism during Sukkot. These shortages are expected to be
compounded in the future by Poland’s move to prohibit exports of its $1.8 billion kosher and halal market.
Poland and South America were key sources for Israeli meat importers but the COVID-19 pandemic has
resulted in the shutdown of some plants in South America. Small kosher markets in Europe also import
meat from Poland and are extremely concerned about their future supply. Poland’s senate recently passed
a law that will end its $1.8 billion kosher and halal meat export industry in 2025. Poland’s small kosher
market will not be affected. Poland has about 20,000 Jews and a similar number of Muslims. The bulk of
its many kosher and halal slaughterhouses produce meat for export. Originally intended to go into effect in
2022, Polish farmer and meat producer unions successfully fought to have the law postponed in connection
with the economic crisis brought on by the coronavirus pandemic. Israeli importers are aggressively
searching for alternative sites for kosher slaughter in such countries as Romania. (KN 21.10)
Back to Table of Contents

2.8. ADASKY Secures $15 Million Investment as Part of Series B Investment Round
ADASKY, an Israeli startup engaged in developing and manufacturing revolutionary thermal imaging
(LWIR) systems for automotive and pedestrian safety, has secured a $15 million investment from existing
shareholders Kyocera Corporation and Sungwoo-Hitech Co., as part of a Series B investment round. This
ongoing funding round will support the growth of the company, including the establishment of ADASKY's
manufacturing footprint to fulfill market demand and advance the company's shift toward mass production.
ADASKY's high-resolution LWIR thermal imaging solutions are designed and manufactured in-house, endto-end, and will be applied to vehicle safety systems for ADAS/AV solutions and smart city infrastructure
(V2I).
Yokneam's ADASKY was established in January 2016, and led by former IAF officers and automotive tech
veterans with a mission to make mobility safer by way of advanced thermal sensing technologies in order
to save people's lives. (ADASKY 22.10)
Back to Table of Contents

2.9. Syte Closes $30 Million Series C Financing
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Syte announced $30 million in Series C funding and an additional $10 million in debt. The round, which
brings Syte's total funding to $71 million, was led by Viola Ventures with additional investments from LG
Tech Ventures, La Maison, MizMaa Ventures, Kreos Capital and existing investors Magma, Naver
Corporation, Commerce Ventures, Storm Ventures, Axess Ventures, Remagine Media Ventures and KDC
Media Fund.
Since the beginning of 2020, Syte has grown 22% quarter-over-quarter alongside a 38% expansion of its
customer base. Compounding its steady year-over-year growth since its founding in 2015, the onset of
COVID-19 and the corresponding surge in eCommerce traffic has kindled sweeping newfound interest in
Syte, as brands and retailers around the world rapidly shift to prioritize eCommerce innovation. Known for
their partnerships with leading brands across the jewelry, apparel, and home decor verticals, including
Signet Jewelers, Farfetch, Castorama and Fashion Nova, Syte's platform, which includes camera search,
personalization and recommendation engines, and eCommerce search and merchandising solutions, has
been proven to increase conversion by 177% on average.
Tel Aviv's Syte is the world's first product discovery platform. Powered by visual AI, Syte is spearheading
the evolution of eCommerce by enabling brands and retailers to seamlessly connect shoppers with products
they love. Their solutions, including camera search, augmented site search, personalization engines, and
smart in-store tools, empower shoppers to discover and purchase products instantly and intuitively. (Syte
21.10)
Back to Table of Contents

2.10.

Dealtale Secures Seed Funding for First No-Code Data Exploration Platform

Dealtale has raised seed funding from Hyperwise Ventures. The investment will help the company to further
fuel the launch of its SaaS platform and to accelerate expansion across the United States and Europe.
Hyperwise Ventures invests in early-stage technology startups that solve real business challenges in the
enterprise software and cybersecurity domains.
Dealtale's no-code data platform democratizes data access across the organization.
Business
professionals can now focus on driving insights without writing a single line of code, and worrying about
data structure, data warehousing, or performance. Dealtale's technology saves expensive and scarce data
science and data engineering resources, as the platform meticulously prepares the data for analysis, and
provides the user with a super-simple UI to get immediate answers. The platform would address in a single
click common business queries such as identifying most profitable sales and marketing funnels, most
impactful events on the customer journey, and causes for abandonment and churn.
Tel Aviv's Dealtale is the first No-Code Data Exploration Platform that empowers non-analysts to boost
revenue performance and ARR targets with deep insights. It seamlessly removes obstacles like data silos,
legacy data structures, and the need for engineering resources, coding, or data science expertise. Dealtale
integrates with dozens of SaaS platforms, CRMs, Marketing Automation Platforms, SDR tools, web
analytics, and more to provide a unified, unfettered access to customer insights. (Dealtale 21.10)
Back to Table of Contents

2.11.

Salto Emerges from Stealth with $27 Million

Tel Aviv's Salto emerged from stealth, launching its SaaS solution for business application configuration
and announcing $27 million in Series A funding led by Bessemer Venture Partners, Lightspeed Venture
Partners and Salesforce Ventures.
Salto has offered an open source project since early 2020 with an enterprise solution being released now.
Essentially, Salto automatically extracts the configuration elements of different business applications (e.g.
fields, flows or processes) and translates them to a new declarative language called NaCl (Not Another
Configuration Language). Using NaCl with Git, the applications' configurations can be collaboratively edited
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and deployed back to the live business apps, or to a staging environment for testing. With Salto, the
different configuration elements are searchable, and major changes can be properly planned, monitored
and synchronized across the many business applications a company uses. Configuration changes to
multiple business applications can be easily tested, tracked or even rolled back if needed. (Salto 27.10)
Back to Table of Contents

2.12.

TechSee Closes $30 Million Series C Investment Round to Accelerate Growth

TechSee has raised $30 million in a Series C equity investment round. The round was co-led by OurCrowd,
Salesforce Ventures, and TELUS Ventures with participation from Scale Venture Partners and Planven
Entrepreneur Ventures.
Founded in 2015, Tel Aviv's TechSee has grown rapidly by reducing customer friction points for enterprises.
Its Visual Assistance technology bridges the visual gap in customer service, allowing customers and
technicians to receive real-time AR guidance on their smartphone or tablet screens in assisted service or
self-service mode. The company is also innovating in the field of Computer Vision AI with technology that
can provide visual guidance to users installing, operating, or troubleshooting networking devices, smart
home products, home appliances, and more. TechSee's AI platform can automatically identify components,
ports, cables, LED indicators, and more to detect issues and suggest resolutions for consumers, contact
center agents, and field technicians.
TechSee's solutions have become critical during the COVID-19 pandemic as enterprises seek ways to
resolve customers' issues without jeopardizing health and safety; dispatching field service technicians or
allowing them to enter people's homes is, in many cases, no longer viable. Even when in-person visits are
feasible, businesses are actively seeking ways to reduce truck rolls in favor of remote resolutions that are
more cost effective and efficient. TechSee recently announced a commercial partnership with Verizon to
address this issue by bringing visual assistance to customers. (TechSee 26.10)
3. REGIONAL PRIVATE SECTOR NEWS
Back to Table of Contents

3.1. Iraq's Miswag Closes Seed Funding Round
Miswag, the Iraq-based E-commerce platform, announced the successful closing of its second round of
Seed funding. This brings the total outside capital raised by Miswag since 2019 to more than $1 million.
Coordinated by Iraq Tech Ventures and led by Euphrates Iraq Fund and Shwan Ibrahim Taha, Chairman
of Rabee Securities, the round was funded by the same consortium of institutional and individual investors
from the Middle East and US that participated in Miswag’s first seed round in October 2019. Other investors
included Rawaz Rauf of Hiwa Rauf Group, Hal Miran of MSELECT & TechHub, Mohammed & Subhi
Khudairi of Khudairi Group, Ahmed Munaf of HRiNS, and Mujahed Waisi of KAPITA.
Miswag’s mission is to offer authentic products to Iraqi consumers at competitive prices, reliably delivered
to their door. Investing in cutting-edge technology, Miswag has become a reliable channel for Iraqi vendors
to reach customers all over the country. This current round of funding will be used to expand Miswag's
infrastructure including warehousing, strengthen their technology and develop new vendor partnerships
and increase the variety of products offered. Miswag is distinguished by its technology, the breadth of its
product offerings, and its logistical infrastructure, giving it the ability to deliver goods nationwide in Iraq.
Over the past year, it has entered into strategic partnerships with Google, Careem, Zain Cash, AsiaHawala,
Switch, Cisco, and American Garden and it is one of the first Iraqi apps to be featured on the Huawei App
Gallery.
An online retailer and registered Iraqi company established in 2014, Miswag has developed the first site
and application for shopping based on the international bases in Iraq. More than 15,000 products from
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more than 250 companies and agencies in more than 150 diverse departments available for direct shopping
with fast home delivery service in Baghdad and the provinces. (Miswag 18.10)
Back to Table of Contents

3.2. Israeli Pipeline Company Signs Deal to Bring UAE Oil to Europe
The Eilat Ashkelon Pipeline Co. (EAPC) announced on 20 October that it had signed a preliminary deal to
help transport oil from the United Arab Emirates to Europe via a pipeline that connects the Red Sea city of
Eilat and the Mediterranean port of Ashkelon.
If finalized, the deal will be one of the most significant partnerships to emerge so far since Israel and the
United Arab Emirates normalized relations. State-owned EAPC said it signed a binding memorandum of
understanding with MED-RED Land Bridge. MED-RED is a joint venture among three partners: Petromal,
the oil and gas arm of Abu Dhabi conglomerate National Holding, Lubber Line, an international company
specializing in infrastructure and energy investments, and AF Entrepreneurship, an Israeli company owned
by Israeli business executives that develops and operates projects and ventures in the energy sector.
Petromal is focused on the upstream and downstream sectors through direct investment or through
strategic public or private partnerships.
Along with UAE oil, the partners hope to use their “land bridge”, which saves time, fuel and costs versus
crossing the Suez Canal, to transport oil back and forth between other countries. It could provide quicker
access for consumers in Asia to oil produced in the Mediterranean and Black Sea regions. It did not
disclose financial details, but said the arrangement may increase the transferred quantities by tens of
millions of tons per year. The UAE exports the vast majority of its crude oil to Asia. If finalized, the
undertaking could be worth $700-$800 million over several years and that supplies could start at the
beginning of 2021. Under the agreement EAPC will manage storing and transmitting the oil. (Various
20.10)
Back to Table of Contents

3.3. First Commercial Emirati Flight Lands in Tel Aviv
On 19 October, Etihad Airways Flight EY9607 landed at Ben Gurion Airport just after 7:00 and the Boeing
787 Dreamliner departed for Abu Dhabi later that same day with an Israeli travel and tourism delegation on
board. The flight came a day after the two nations agreed to enable 28 weekly direct flights, following the
normalization agreement between the countries signed last month, and the day before an Emirati delegation
is scheduled to make a first official trip to Israel.
Tickets between Tel Aviv and Abu Dhabi have not yet been made available to the general public. This is
not the first time an Etihad plane landed in Ben Gurion – two cargo flights carrying coronavirus aid for
Palestinians flew directly from the UAE to Israel earlier this year, before the two countries agreed to
normalize diplomatic ties. An El Al flight carrying diplomats and journalists from Tel Aviv to Abu Dhabi in
August was also lauded as the first commercial flight between the nations. (Various 18.10)
Back to Table of Contents

3.4. Saudi Retail Chains Join Growing Informal Boycott of Turkish Products
Saudi Arabia's biggest supermarket chains are the latest to join a growing boycott of Turkish imports
proposed by business leaders and Saudis on social media, as political tensions spilled into trade between
the two regional powers. Turkey and Saudi Arabia have been at loggerheads since the 2011 "Arab Spring"
over Ankara's support for radical Islamist political groups. Othaim Markets, Danube Supermarkets, Tamimi
Markets and Panda Retail Company issued statements announcing they would stop carrying Turkish goods
once existing stocks are sold off.
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Saudi Arabia's government media office has said authorities have not placed any restrictions on Turkish
goods. However, in an apparently informal boycott of imports of Turkish goods, signs urging customers not
buy Turkish goods were seen lately in some retail stores in Riyadh. The head of Saudi Arabia's nongovernmental Chambers of Commerce also called for the boycott earlier this month. In Turkey, exporters
said they had experienced growing difficulties with Saudi Arabia, although they faced fewer problems with
regional trade hub the United Arab Emirates, which is also opposed to Turkish foreign policy in the region.
In 2019, Turkish exports to the Saudi kingdom amounted to some $3.1 billion. So far this year, neither
Turkish nor Saudi trade data show an unusually large drop in two-way trade, even allowing for strains on
global commerce from the coronavirus pandemic. In Q2/20, Turkey was Saudi Arabia's 12th trade partner
by total import value. The latest data shows Saudi imports from Turkey were worth about $185 million in
July, up from roughly $180 million in June. (Various 19.10)
Back to Table of Contents

3.5. Ice Cream Sales Deliver Cool Quarter for Saudi Arabia’s SADAFCO
Ice cream sales helped to boost earnings at Saudia Dairy and Foodstuff (SADAFCO) in the second-quarter
as the food processor maintained its market share in the Kingdom. Second-quarter net profit rose 7.9% to
$18.7 million compared with a year earlier, the company announced. SADAFCO said sales of both ice
cream and consumer milk rose 2% over the quarter while tomato paste sales jumped by 15%. Its gross
profit margins were broadly in line with a year earlier at 33%.
However, the tripling of value added tax (VAT) in the Kingdom had a significant impact on shopping basket
costs. SADAFCO is expanding operations in Saudi Arabia with the construction of a new ice cream factory
and the planned acquisition of Horizon Food Factory. It currently operates two factories in Jeddah and
another in Dammam. (AN 20.10)
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3.6. Garage Raises $260,000 in its First Funding Round Ahead of Imminent Launch
Garage, a soon to be launched startup in the field of express vehicle service and headquartered in Khobar,
Saudi Arabia, announced the closure of its first investment round, in which it raised approximately $260,000
from angel investors. The capital will contribute to the completion of building the company's platform and
operating the ground operations.
Garage aspires to digitize the vehicle service sector in line with the 2030 Saudi Vision to contribute to digital
transformation and help to create job opportunities for graduates of the professional and technical sectors.
It also aims to facilitate and develop express vehicle service by integrating it into an advanced and easyto-use application that enables vehicle owners to ensure the quality of service provided and schedule it in
a timely manner to them through certified garage partners. Garage plans to launch its services in Dammam,
Dhahran, and Khobar and will expand the scope of its operations to include the rest of the Kingdom's
regions during 2021. (Garage 22.10)
4. CLEAN TECH & ENVIRONMENTAL DEVELOPMENTS
Back to Table of Contents

4.1. Jerusalem to Apply Deposits to Purchases of Large Plastic Bottles
Minister of Environmental Protection Gamliel has decided to extend the Deposit Law to large plastic drinks
bottles. The manufacturers have not met the recycling targets for these bottles and so the Ministry of
Environmental Protection is enforcing the law, which will come into effect on 18 October 2021, giving the
sector 12 months to prepare for the change alongside the other challenges posed by the COVID-19 crisis.
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The decision was taken following a petition to the courts by the Israel Union for Environmental Defense
(Adam Teva ve'Din).
Israelis consume two billion large and small plastic drink bottles each year; 79% of small bottles, which
have a deposit are recycled, while only 54% of large bottles are recycled, either through being thrown away
in designated cages or orange container bins. The Ministry of Environmental Protection estimates that the
Israeli public will receive NIS 56 million annually in deposits from plastic bottles after the law is expanded.
(Globes 18.10)
Back to Table of Contents

4.2. CO.R.D.A.R Valsesia Adopts Kando Wastewater Solution for the Italian Alps
CO.R.D.A.R Valsesia, an integrated water services utility in Piedmont, Italy, have demonstrated their
commitment to environmental health and sustainability by deploying a ground-breaking, data-driven
pollution control technology throughout its wastewater collection network.
Working with Israeli
environmental technology and data firm, Kando, the utility aims to reduce loads, enhance the effectiveness
of their wastewater treatment plant, and minimize damage to local waterways and ecosystems. Kando's
solution will simultaneously enable CO.R.D.A.R Valsesia to minimize pollution events and mitigate their
affects. The pioneering deal was coordinated by Kando's local commercial and operational partners, B.M
Tecnologie, entirely remotely during the COVID-19 pandemic.
Kando's solution will simultaneously enable CO.R.D.A.R Valsesia to minimize pollution events and mitigate
their affects. Real-time network condition data will be transmitted live to Kando's cloud-based analytics
engine. There, the firm's proprietary algorithms will generate actionable insights. With increased knowledge
of when pollution events are happening and from where they are coming, the utility can adapt its treatment
processes to meet real-world needs and reduce future pollution events.
Tsur Yigal's Kando is an end-to-end solution that creates continuous awareness of events in the collection
system. Kando enables utilities to remotely and continuously improve their operations by providing
Realtime wastewater quality data across the collection system, pinpoint sources of pollution, early warnings
of damaging WWTP influent quality and machine learning that evolves with your network. (Kando 20.10)
Back to Table of Contents

4.3. Egypt Chooses Five Environmentally-Friendly Projects for Green Bond Investments
Five environmentally-friendly projects have been earmarked to receive $500 million of the proceeds from
September’s $750 million sovereign green bond issuance, Egyptian Environment Minister Fouad
announced. The minister didn’t disclose the specific projects but said they are situated in the transport,
water and waste-management sectors, and were chosen from a longlist of 41. The remaining $250 million
of the issuance will go towards other projects from the longlist, the statement said without disclosing how
many projects would receive funding. The projects were chosen based on their environmental impact
indicators, as well as the size of their budgets. The World Bank is consulting the government on the
allocation of funds from the sale.
Egypt’s first green bond issuance was 5x oversubscribed, receiving $3.7 billion in offers and netting $750
million in sales. The five-year notes carry a 5.2% yield and were listed on the London Stock Exchange last
week, where they will be traded on the Sustainable Bonds Market along with 240 others from more than 60
countries. The offering is part of Egypt’s debt diversification strategy, which sees the government focusing
on offering longer-term debt, which it hopes will constitute 52% of the nation’s borrowing by 2022
(Enterprise 19.10)
5. ARAB STATE DEVELOPMENTS
Back to Table of Contents
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5.1. IMF Urges Higher Social Spending in the Middle East
The International Monetary Fund has stated that governments in the Middle East and Central Asia need to
increase spending in areas such as social protection, education and public health, where vulnerabilities
have been exposed by COVID-19. The region, spanning around 30 countries from Mauritania to
Kazakhstan, still lags global peers in terms of social spending and “socioeconomic outcomes…The
pandemic has further magnified these challenges and brought into sharp focus the urgent need for higher
social spending, particularly on health and social protection, to save lives and protect the most vulnerable,”
it said.
The IMF has estimated that real gross domestic product across the region will shrink by 4.7% this year as
the pandemic hits sectors such as tourism and trade. Low oil prices and crude production cuts are
meanwhile straining the finances of regional oil exporters and reducing remittances. For many countries,
the health crisis has exposed long-standing vulnerabilities in health infrastructure and social safety nets,
but their ability to address those problems is now facing financial limitations.
Social spending in the region is generally lower than in other parts of the world, with governments spending
about 10.4% of GDP on average, compared to a 14.2% average in emerging markets. Countries in the oilrich Gulf spend less than advanced economies, said the IMF. Social protection spending averaged 4.9%
of GDP in the region, against 6.6% in emerging markets. While most countries have increased social
spending in response to the pandemic, this may not be sustainable without creating new revenues or using
resources more efficiently. The IMF added that life expectancy at birth could increase by three years in
Kuwait if the existing resource envelope was spent at the efficiency level of advanced economies. (Various
19.10)
Back to Table of Contents

5.2. World Bank Says COVID-19 & Fall of Oil Prices Cost MENA $230 Billion
The Middle East and North Africa (MENA) region’s output is projected to contract by 5.2%, 4.1% below the
World Bank's (WB) forecast in April and 7.8% below October 2019 forecasts. MENA’s output costs from
the dual shock resulting from the coronavirus and the collapse in global oil prices are estimated at $230
billion. The pundits do see the region’s output is projected to rebound to 1.9% in 2021.
Egypt’s strong monetary policy, issuing sovereign bonds since the onset of the COVID-19 crisis and its
responding policies to the pandemic have contributed to keeping the country’s positive economic outlook
through 2020. This is the reason Egypt has maintained its positive economic outlook through 2020, which
is expected at 3.5%, according to the WB Economic Outlook for MENA region update report. Egypt’s
economy was hit severely over three quarters for two fiscal years, including the fourth quarter of FY
2019/2020, which ended in June 2020, in addition to the first and second quarters of the current FY
2020/2021.
Egypt, Saudi Arabia and the UAE are the only countries in MENA that have managed to stabilize their
economies throughout the crisis, citing their Purchasing Manager’s Index (PMI) that has exceeded 50
points. For MENA as a whole, the region is expected to witness a drop in its GDP by 7.8% in 2020, and to
fall by 8.7% in 2021 due to the crisis. The World Bank feels the region has to tap into the available
opportunities amid the crisis through adopting a new medium-term trade integration among its countries
and to focus on sectors that enjoy high potential for growth. MENA is one of the least integrated regions in
the world and the region will benefit from regional trade integration while opening the way towards global
trade integration. (World Bank 19.10)
►►Arabian Gulf
Back to Table of Contents
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5.3. Qatar’s Economy Shrinks by 6.1% in Second Quarter
Qatar’s Planning & Statistics Authority announced on 14 October that Qatar’s economy contracted by 6.1%
in the second quarter from a year earlier, as the coronavirus outbreak closed businesses and reduced
activity. Real gross domestic product (GDP) also contracted by 6.4% in the second quarter compared to
the first, based on constant prices, data from showed. Transportation and storage slumped nearly 40%
year-on-year, accommodation and food service activities fell 38.7% and wholesale and retail trade and
vehicle repair dropped just over 30%. The manufacturing sector fell 11.3%, the data showed.
Qatar, the world’s top exporter of liquefied natural gas, is trying to diversify its economy by boosting tourism
and foreign investment in non-hydrocarbon sectors. Qatar's central bank said in August it expected the
economy to contract this year amid low energy prices and the coronavirus crisis, after it shrank 0.3% last
year, but did not give an estimate. For its part, the International Monetary Fund revised down its forecast
for Qatar’s real GDP in 2020, expecting it to shrink by 4.5% versus an April forecast of a 4.3% contraction.
(Various 14.10)
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5.4. Sharjah & RAK to Grow by 2-2.5% with Stable Outlooks
On 25 October, S&P Global Ratings downgraded Sharjah and Ras Al Khaimah’s ratings due to a rise in
government debt burden and a contraction in economy, but projected a slower recovery between two and
2.5% during the 2021-23 period. Both emirates, however, were awarded a stable outlook.
Sharjah’s long-term foreign and local currency sovereign credit ratings was revised to ‘BBB-’ from ‘BBB’
and its short-term rating to ‘A-3’ from ‘A-2’. It said Sharjah’s economy will expand steadily by about 2%
over 2021-2023, while its fiscal debt and interest burden will continue to increase over the next two years.
Sharjah’s ability to expand its already-low revenue base remains constrained. The economic fallout from
the Covid-19 pandemic and headwinds to economic activity from lower oil prices will materially lower 2020
government revenue compared with 2019. A modest economic recovery, resulting from uncertainty over
the duration and full effects of Covid-19, will likely weaken revenue generation over the forecast period to
2023, said S&P Global Ratings.
S&P revised down Ras Al Khaimah’s long-term rating to ‘A-’ from ‘A’ and the short-term rating to ‘A-2’ from
‘A-1’ as it expected a contraction of 5% in 2020 to be followed by only a modest recovery. S&P expects
the government to run a fiscal surplus of 0.5% of GDP in 2020. The government has stated its commitment
to cut or postpone expenditure to maintain a fiscal surplus, beginning with capex and opex then possibly
wages and salaries if needed. They expect these cuts to offset the weaker revenue outturn in 2020 and
the government to remain in a surplus position, averaging about 0.5% of GDP over 2021-23. (KT 25.10)
Back to Table of Contents

5.5. Saudi Arabia & US Sign Landmark MoU in Desalination Research & Technology
The Saudi Ministry of Environment, Water and Agriculture signed an agreement on 19 October to cooperate
with the US Department of Energy in the field of desalination science and technology. The departments
signed a Memorandum of Understanding for long term cooperation in the development of desalination
industry and the exchange of knowledge and expertise in the field. The five-year agreement was signed
virtually by Abdullah Ibrahim Al-Abdulkareem, Governor of the Saline Water Conversion Corporation, and
Daniel R. Simmons, Assistant Secretary of Office of Energy Efficiency and Renewable Energy, US
Department of Energy. The Saudi environment ministry said this agreement further solidifies the strong
relationship and commitment to the advancement of mutual water security goals for sustainable economic
growth. Al-Abdulkareem said the deal would combine their “innovative ideas and practical experience with
a common goal – advancing desalination technology and science towards a better and greener world.” (AN
19.10)
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5.6. Saudi Arabia Launches Strategy to Become Global AI Leader
O 21 October, Saudi Arabia launched a national strategy to become a global leader in artificial intelligence
(AI) and data by 2030, attracting more than $20 billion in foreign and local investments. Abdullah Bin Sharaf
Alghamdi, president of the Saudi Data and AI Authority, announced this during his opening speech at the
Global AI Summit announcing the launch of the National Strategy for Data and AI. Alghamdi also touched
on the Kingdom’s other AI and data ambitions for 2030 including training 20,000 data and AI specialists,
and attracting the creation of 300 active data and AI startups.
Alghamdi told participants that Saudi Arabia viewed the summit as an annual platform that would take a
look at AI in a fresh and positive perspective that “elevates international collaboration over competition”
which emphasizes on the potential benefits with the responsible application of artificial intelligence. The
inaugural summit, which honors Saudi Arabia’s presidency of the G20, aims explore artificial intelligence’s
role in the new global era and how its transformational potential can be deployed “to create a better future
for all.” (AN 21.10)
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5.7. Saudi Megaproject NEOM to Build World’s Smartest City
Saudi Sports Minister Prince Abdul Aziz bin Turki Al-Faisal and NEOM CEO Nazmi Al-Nasr signed a
memorandum of understanding (MoU) at the ministry’s headquarters in Riyadh on 12 October. The ministry
will cooperate with NEOM to help the world’s smartest city become a global destination for various physical
and electronic sports. The sports minister vowed to continue the development of the sports industry in the
Kingdom. He said the Kingdom is working relentlessly to ensure a sustainable environment for athletes.
The NEOM CEO said the cooperation with the Sports Ministry aims to create a vibrant environment to
attract global talent from around the world. He said investments in the sports sector are growing significantly
in the Kingdom. (AN 13.10)
►►North Africa
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5.8. World Bank Raises Egypt Growth Forecast to 3.5% in 2020
The World Bank (WB) has upgraded Egypt’s real GDP growth forecast to 3.5%, up from 2% forecast in
April, but down from 5.6% it reached in 2019. Growth is projected to contract to 2.3% in 2021, but to then
bounce back to reach 5.8% in 2022.
Egypt's real GDP per capita growth is projected to record 1.7% in 2020, down from 3.7% in 2019, and to
continue its downturn to reach 0.6% in 2021 and to rebound in 2022 to reach 4.1%, according to the report.
For the country’s current account balance to GDP ratio, the WB expects it to contract to -4.1% in 2020,
declining by -0.4% forecast in April, and to rebound to 4.4% in 2021, but to decline again in 2022 to record
3.3%, according to the report. The report also projected Egypt’s fiscal balance to GDP ratio is expected to
decline to 8.2%, the same forecast in April, and 8.4% and 6.9% in 2020, 2021 and 2022 respectively.
Concerning poverty levels amid the pandemic, the report expected Egypt to be the second highest in
poverty levels after Iraq, with an increase during 2020 to reach 30.5%, up from 24.1% forecast before the
COVID-19 crisis, on a $3.20 basis per headcount. (WB 19.10)
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5.9. The Specter of Returning Egyptian Expats from the GCC Looms Heavily
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Egypt could see a sharp rise in unemployment if waves of GCC expats return to the country, according to
a report by the Egyptian Center for Economic Studies (ECES). In an optimistic scenario, the ECES sees
unemployment increasing in H2/20 to 13.4% in the foreseeable future should 1 million expats (or 14% of
all Egyptians working abroad) return from Arab countries where they are currently employed. Under a more
pessimistic scenario where 25% or more of Egypt's expat base loses their jobs, the report sees
unemployment scaling up to close to 19% during the same period. Nearly 9.5 million Egyptians live abroad,
6.2 million of whom are in a GCC country, according to the latest census.
However, the data says the labor market apocalypse predicted in the early days of COVID-19 isn’t
happening. Remittances from Egyptians working abroad, which is a major source of hard currency, have
also increased so far into the year, rising to $17 billion in the first seven months of the year from $15.7
billion in the same period in 2019, suggesting that, for the most part, expats aren’t in a crunch yet.
Egypt’s official unemployment rate edged up to a near two-year high in the second quarter of the year,
fueled by the COVID-19 lockdown in Egypt. Unemployment could face further pressure in Q4/20, when
data is expected to reflect new graduates entering the labor force, ECES said in its report. The IMF
forecasts in April see the official figure rising to 11.6% by the end of the ongoing fiscal year in June 2021.
(Enterprise 19.10)
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5.10.

Egypt Became the Largest Exporter of Oranges by Volume in the World

Egypt has become the largest exporter of oranges by volume in the world, buoyed by an attractive priceto-quality equation, reports the Financial Times. Egypt outpaced rivals Spain and South Africa last year in
terms of volume — albeit not in terms of revenue — due to a currency that allows farmers to sell the produce
at competitive prices. The jump in exports comes as more agricultural investors are growing the fruit on
large plots of reclaimed desert land, where there is more space to accommodate bigger farms with the
technology needed to keep up with international quality standards, including pesticide levels and grading.
While Egyptian oranges are popular in Europe, industry leaders say Asia is their biggest export market due
to its large population size. (Enterprise 25.10)
Back to Table of Contents

5.11.

Morocco Aims to Substitute $3.7 Billion in Imports with Local Products

Morocco is looking to substitute MAD 34 billion ($3.7 billion) worth of imports with local products, Prime
Minister El Othmani said 19 October. The plan is part of a larger goal to strengthen the national economic
fabric. While discussing policy in light of the pandemic’s evolution at the House of Representatives, El
Othmani said his focus is to ensure Morocco’s markets prioritize local products. The substitution plan
targets key sectors. With increased local production, Morocco could also begin to export more of its
products and consolidate its positioning in the international market.
El Othmani said the plan is set to target the textile, transport, mechanical, metal, plastics, electrical,
electronic, food and semi-chemical sectors, among others. As well, the Moroccan government intends to
provide “the necessary support to entrepreneurs” to build on the “Made-in-Morocco” momentum the
pandemic inspired.
Investing in renewable energies is a key component of the substitution plan. Minister of Energy Aziz
Rabbah recently said the country will invest MAD 52 billion ($5.65 billion) into the clean energy sector as
part of its goal to produce 52% of its energy through renewable sources by 2030. Renewable energy is
also important in the short-term, according to El Othmani. He underlined the importance of making the
country “a carbon-free industrial platform” by using a share of Morocco’s renewables to inexpensively power
its industries.
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Morocco is also set to expand its social protection system, particularly by generalizing compulsory health
coverage for the benefit of an additional 22 million Moroccans. El Othmani said that the government agreed
to create some 40,000 public jobs. Along with health and economic priorities, the Moroccan government is
keen to support social sectors and meet the needs of all citizens. Similar to public investment, the education
budget should also see an unprecedented increase between 2020 and 2021. (MWN 20.10)
6. TURKISH, CYPRIOT & GREEK DEVELOPMENTS
Back to Table of Contents

6.1. Turkish Lira Extends Record Low in Longest Sell-Off Since 1999
Turkey’s lira fell on 27 October, extending the longest streak of losses since 1999. The lira dropped to as
low as 8.1869 per dollar. It was trading down 1.2% at 8.1746 per dollar; the currency has weakened for
nine-straight weeks, pushing a decline this year to 27%.
Turkey appears to be risking a repeat of a currency crisis in 2018. Analysts are laying the blame for the
sell-off at the door of the central bank, pointing to its failure to raise the benchmark interest rate at a meeting
last week. Instead, the bank elected to keep the rate at 10.25%, below current inflation of 11.8%, and
tweak other monetary policy tools instead. Turkish state-run banks sold at least $800 million for liras on to
help stabilize the currency. The central bank has engaged in currency swaps with those lenders and spent
tens of billions of dollars of its foreign exchange reserves this year in the lira’s defense.
The lira lost almost 30% of its value in 2018, partly due to lax monetary policy. Losses reached a peak in
August of that year, as Erdoğan engaged in a political standoff with U.S. President Trump over Turkey’s
detention of a U.S. pastor on terrorism charges, which resulted in economic sanctions by Washington.
The lira is also declining after the government stoked a surge in demand for imports by engineering a
borrowing boom by consumers and businesses. A resultant spending splurge has turned a current account
surplus into a large deficit, pressuring the currency further, as Turks bought up imports. Turkey usually
finances any deficit in its current account with capital inflows in the form of foreign investment and tourism
revenues. But foreigners have sold Turkish assets this year and tourism income, which totaled a record
$35 billion in 2019, has slumped due to the outbreak of COVID-19. (Ahval 27.10)
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6.2. Cyprus has Europe’s Second-Lowest Inflation Rate
Cyprus has the EU’s lowest annual inflation rate at -1.9%, following Greece with -2.3% with energy, housing
and transport costs falling. In September, the Harmonized Index of Consumer Prices (HICP) decreased by
1.9% from September 2019 while compared to August 2020, the HICP decreased by 0.8%. From January
– September the index declined 1.1% compared to the same nine-month period last year.
The euro area annual inflation rate was -0.3% in September, down from -0.2% in August. A year earlier,
the rate was 0.8%. European Union annual inflation was 0.3% in September, down from 0.4% in August.
A year earlier, the rate was 1.2%, according to Eurostat, the statistical office of the EU. The lowest annual
rates were registered in Greece (-2.3%), Cyprus (-1.9%) and Estonia (-1.3%).
In Cyprus, compared to September 2019, the categories Housing, Water, Electricity, Gas and Other Fuels
and Transport had the largest changes of -9.2% and -5.8% respectively. Compared to August 2020, the
largest negative change was recorded in Transport (-5.5%), whereas the largest positive change was
monitored in Clothing and Footwear (8.1%). (FM 16.10)
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6.3. Cyprus & US ‘Inventing the Future’
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Cyprus and the US are stepping up their cooperation in science and technology in areas of 5G security and
FinTech for economic growth in a memorandum that was signed in Nicosia between the US and Cyprus.
The MOU was signed following talks between the two sides on Clean Network, 5G security, the Blue Dot
Network, and common economic and national security objectives.
The US official stressed the importance of 5G-clean infrastructure, implying that Cyprus should not use
suspect Chinese equipment in its network, although he didn’t mention China. US regulators say Chinese
tech firm Huawei poses a national security risk, alleging that the Chinese government could use Huawei
equipment to spy. The company has repeatedly denied those allegations.
The US believes the Republic of Cyprus has the potential to be a regional hub for innovation and tech
services if it makes investments in the future to use only trusted telecommunications, and that is starting
now. Cyprus places great emphasis on safeguarding the integrity, privacy, security and resilience of their
digital infrastructure, data, communication networks and services, including the security of the supply,
deployment and operation of 5G networks. (FM 21.10)
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6.4. Greece's Budget Deficit Keeps Widening
Greece's budget revenues posted a major slump in the first nine months of the year, with value-added tax
takings being the worst hit. At the same time revenues from real estate taxation are also in decline due to
the option given to taxpayers by the government to delay the payment of the first tranche of the Single
Property Tax (ENFIA) until end-October. In total, revenues came in €5.49 billion below target, and €3.1
billion of that originates from consumption taxes, according to figures released on 26 October by the
Finance Ministry.
The September data offer a good snapshot of the entire year’s situation; last month tax revenues came to
€3.898 billion, €1.948 billion off the monthly target included in the budget. There was not a single revenue
category that showed an increase in revenues in September. All this has sent the primary budget deficit
soaring to €7 billion, while the hole in the budget amounts to €9.5 billion, as it also includes the originally
projected primary surplus of €2.5 billion.
In the first nine months of the year tax revenues amounted to €30.988 billion – 15.1% below the budget
target. The payment of a double ENFIA tranche soon is expected to reduce that shortfall to an extent.
(eKathimerini 27.10)
7. GENERAL NEWS AND INTEREST
*ISRAEL:
Back to Table of Contents

7.1. Ban on Foreigners' Entry Into Israel to be Eased
Israel is to ease the blanket ban on foreigners entering the country, which was introduced in March because
of the COVID-19 pandemic. Entry will be granted to businesspeople with special permits coming to Israel
from "green" low infection countries, the Ministry of Economy and Industry announced.
In recent months only non-passport holders with a special permit to enter Israel have been allowed into the
country such as those visiting family for an event or on compassionate grounds, students, medical tourists,
sport teams playing in European competitions and diplomats. But now entry will be allowed for business
tourists from green countries as part of a plan drawn up with the Ministry of Economy and Industry, the
Ministry of Health, Ministry of Foreign Affairs and the Ministry of Interior's Population and Immigration
Authority. Those businesspeople allowed into Israel will not require a negative COVID-19 test and will not
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need to self-isolate. Visitors seeking to do business in Israel will be allowed in the country for up to seven
days.
Visitors who can enter Israel are only those who were not in a red high infection country prior to their flight
to Israel. Visitors traveling to Israel on a connection flight via a red high infection country can enter Israel
providing they were at the airport for less than 12 hours and did not leave the airport. In order to receive a
permit to visit Israel, the businessperson must fill in an online form and attach an invitation from a hosting
Israeli company, which also has to apply to the Ministry of Economy and Industry. Requests will be
considered and approvals issued where applicable. (Globes 25.10)
*REGIONAL:
Back to Table of Contents

7.2. Lebanon’s Hariri Again Asked to Serve as Prime Minister
Lebanese President Aoun has tasked veteran politician and former Prime Minister Saad Hariri to form a
new government. A year after nationwide protests forced him out of office, former Prime Minister Saad
Hariri has won the backing of a narrow majority in Lebanon’s parliament and is now tasked with forming a
new government for the crisis-wracked country. On 22 October, President Michel turned to the Sunni
leader after he received the support of most parliamentary blocs, with 65 votes out of 120.
Hariri promised to form a Cabinet of nonpolitically aligned experts with the mission of economic, financial
and administrative reforms contained in the French initiative road map. France is pushing for long overdue
reforms needed to pull its former colony out of its worst economic crisis since the 1975-1990 civil war. Over
the past year, Lebanon’s currency has lost over 80% of its value and unemployment has skyrocketed.
French President Emmanual Macron has made further aid conditional on Lebanon enacting sweeping
political reforms.
Lebanon has been without a stable government since former Prime Minister Hassan Diab resigned under
intense public pressure in the wake of the Beirut explosion that left nearly 200 people dead, injured
thousands and gutted much of the Lebanese capital on 4 August. Within weeks, the president turned to a
little-known diplomat, Mustapha Adib, to serve as prime minister-designate. Adib stepped down last month
as the political blocs clashed over the Cabinet, including the key post of finance minister. (Al-Monitor 22.10)
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7.3. Jordan to Impose Total Curfew on Fridays Until the End of 2020
The Kingdom will undergo a 24-hour comprehensive curfew on Fridays until 31 December as of this
weekend, Prime Minister and Minister of Defense Bisher Al Khasawneh announced on 20 October.
Speaking during a press briefing at the Prime Ministry announcing a raft of new health measures, the PM
said that a comprehensive curfew spanning two or three weeks will have a severe economic impact on
many sectors. Businesses and institutions will be allowed to operate between 6:00 until 22:00 and public
movement will be allowed from 06:00 until 23:00.
As for remote education for schools and universities, Khasawneh said that it will continue until the end of
the first semester. He noted that the government has reached an agreement with the majority of private
schools to lower fees by 15% during the remote education period.
The PM said defense orders will be issued limiting the seating capacity at restaurants to only 50% and
restricting the number of guests to six per table. Defense orders will also be issued banning coffee shops
from offering nargila indoors regardless of the weather conditions, he noted. Khasawneh said that the new
procedures will undergo regular assessment.
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Also speaking during the briefing, Health Minister Nathir Obeidat said that Jordan entered the community
transmission phase of the pandemic on 16 September and has started to witness a remarkable increase in
registered cases since then. (JT 21.10)
8. ISRAEL LIFE SCIENCE NEWS
Back to Table of Contents

8.1. Seedo's Turnkey Solutions for Automated Growing of Saffron All Year Round
Seedo Corp. announced its new focus on the high-end niche of growing saffron and plans to roll out its
proof of concept in the coming weeks. This technology will provide turnkey automated growing containers
for high-quality, high-yield saffron all year round. Seedo is in advanced stages of developing and testing a
fully automated and remotely managed system for growing high-quality, high-yield saffron anywhere and
anytime. Seedo’s technology offers a controlled environment based on the Company’s deep knowledge in
plant biology. The technology provides optimal conditions for each stage of the plant’s development to
reach optimal product quality.
Seedo’s proof of concept utilizes the "Grow Next to Consumer" policy and is therefore sustainable and fit
the COVID-19 restrictions on transport. It is also environmentally friendly, using economic levels of water,
space, fertilizer, and energy. Seedo believes that the controlled indoor growing area will produce ten times
more yield compared to the same land area using traditional methods. The sealed environment eliminates
the need for harmful pesticides and herbicides, producing a clean and safe product that is easy to control
from anywhere. Seedo’s solution is easily scalable and pre-designed to quickly grow operations.
Yokneam Elite's Seedo Corp. is focusing on its research, development, and commercialization of
agriculture technology products in the fields of saffron, exotic plants and mushrooms. Seedo’s know-how
and technology are aimed at transforming the way agriculture is done by offering a responsible and
sustainable way to grow crops in a world confronted by environmental challenges of dwindling earth
reserves, diminishing water resources and unstable weather conditions. (Seedo Corp. 13.10)
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8.2. RedHill FDA Orphan Drug Designation for RHB-204 to Treat NTM Infections
RedHill Biopharma announced that the U.S. FDA has granted Orphan Drug Designation to RHB-204 for
the treatment of nontuberculous mycobacteria (NTM) disease. A Phase 3 study to evaluate the safety and
efficacy of RHB-204 in patients with pulmonary NTM infections caused by Mycobacterium avium Complex
(MAC) is planned to be initiated in the coming weeks in the U.S.
RHB-204 was previously granted a Qualified Infectious Disease Product (QIDP) designation by the FDA,
providing for eligibility for Fast-Track development, NDA priority review and a five-year extension of U.S.
market exclusivity, if approved. The Orphan Drug Designation extends U.S. market exclusivity for RHB204 by an additional seven years, for a potential total of 12 years upon FDA approval.
RedHill Biopharma is a specialty biopharmaceutical company primarily focused on gastrointestinal and
infectious diseases. RedHill promotes the gastrointestinal drugs, Movantik for opioid-induced constipation
in adults, Talicia for the treatment of Helicobacter pylori (H. pylori) infection in adults and Aemcolo for the
treatment of travelers’ diarrhea in adults. (RedHill Biopharma 14.10)
Back to Table of Contents

8.3. MediWound Studying the Effect of EscharEx on Biofilm Burden
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MediWound announced that it is exploring the pharmacological effect of EscharEx on biofilm burden
associated with chronic wounds based on the scientific evidence showing that enzymatic debridement
might be an effective means to treat and reduce the biofilm burden.
EscharEx contains a mixture of proteolytic enzymes enriched in bromelain and has demonstrated in phase
2 clinical trials that it can effectively debride various chronic hard-to-heal wounds, within a few daily
applications. Given its protease activity, MediWound believes it has the potential to reduce the biofilm
burden by dispersing or inhibiting the formation of the EPS matrix. Therefore, MediWound has initiated
plans to conduct pharmacological studies to assess the effect of EscharEx on biofilm burden associated
with chronic wounds. EscharEx is a topical biological drug candidate for the debridement of chronic and
other hard-to-heal wounds. In two phase 2 trials, EscharEx has demonstrated safety and efficacy in the
debridement of various chronic and other hard-to-heal wounds, within a few daily applications.
Yavne's MediWound is a fully-integrated biopharmaceutical company focused on developing,
manufacturing and commercializing novel therapeutics based on its patented proteolytic enzyme
technology to address unmet needs in the fields of severe burns, chronic and other hard-to-heal wounds.
MediWound’s first innovative biopharmaceutical product, NexoBrid, non-surgically and rapidly removes
burn eschar without harming viable tissue. MediWound’s second innovative product, EscharEx is a topical
biological drug candidate for the debridement of chronic and other hard-to-heal wounds using the same
proteolytic enzyme technology as NexoBrid. In two Phase 2 studies, EscharEx has demonstrated safety
and efficacy in the debridement of various chronic and other hard-to-heal wounds, within a few daily
applications. (MediWound 14.10)
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8.4. BIOFLORAL & Groundwork BioAg Launch DYNOMYCO C in Canada
Groundwork BioAg and Québec's BIOFLORAL announced the successful commercial launch of
DYNOMYCO C mycorrhizal inoculants in Canada. Based on 30 years of joint R&D by Groundwork BioAg
and Israel's Volcani Center, DYNOMYCO C is a potent mycorrhizal inoculant, ideally suited for cannabis
cultivation. It contains 2,500 endomycorrhizal propagules per gram, and is registered for commercial use
by the Canadian Food Inspection Agency (CFIA) – setting it apart from other commercially available
products.
Moshav Mazor's Groundwork BioAg produces effective mycorrhizal inoculants for commercial agriculture.
Natural mycorrhizal fungi improve soil nutrient uptake in 90% of all plant species. When applied to
agriculture, mycorrhizal inoculants increase crop yields, especially under stress conditions. Growers may
also reduce fertilizer application rates, notably phosphorus. Groundwork BioAg's uniquely vigorous and
highly concentrated Rootella and DYNOMYCO products have demonstrated impressive field trial results in
several major crops, such as corn, soybean, lentil, bean, tomato, pepper, onion, potato and cannabis.
(Groundwork BioAg 15.10)
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8.5. Biovo Technologies Products Used in COVID-19 ICUs
Biovo Technologies announced it has installed Cuffix devices in the largest newly established COVID-19
ward in one of Israel's leading hospitals, with a capacity of 170 ventilated patients. Cuffix is the first and
only economical, self-contained, disposable cuff pressure regulator and monitor in the market. As ICUs
are full and medical personnel is stretched to the limit, bureaucratic obstacles to the application of new
products have been reduced in many countries, particularly for single use products that can assist with
treating COVID-19 patients and reduce nurse work load. This has dramatically increased worldwide interest
in Biovo's products.
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Biovo is proceeding with its plan to increase sales and production volumes. They announced the recent
conclusion of distribution agreements in Australia and Brazil. Following their recent 510K FDA clearance,
the next commercialization challenge is in the USA, and discussions are already underway.
Rosh HaAyin's Biovo develops, manufactures, and markets worldwide devices that address unmet clinical
needs in Intensive Care Units, Operating Rooms and Anesthesia markets. It is part of the Airway Medix
S.A. group, which its shares are traded on the Warsaw Stock Exchange. (Biovo Technologies 15.10)
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8.6. Mileutis Receives $20 Million Financing from NovaQuest Capital
NovaQuest Capital Management, a North Carolina based investor in life sciences and healthcare,
announced a $20 million product financing agreement with Mileutis to help mitigate the use of antibiotics in
animals. NovaQuest’s investment will drive the continued development and commercialization of Mileutis’
novel, biologically sourced, and residue-free therapies for animal health. NovaQuest’s investment is its first
ever in the animal health care field and in an Israeli company.
Mileutis is in advanced stages of development in the U.S., EU and Israel of an innovative product which
addresses bovine mastitis, a leading concern in the dairy industry. Mileutis plans to introduce Imilac for
use in the management, treatment, and prevention of bovine mastitis at dry-off, with estimated potential
annual revenue of above $1 billion globally. Mastitis is the most frequent disease in dairy herds worldwide,
and the most costly. The novel residue-free peptide developed by Mileutis is the first in a series of patented
products targeting the growing concern of antibiotic resistance and overuse of antibiotics in the global dairy
industry.
Ness Ziona's Mileutis is a bio-pharmaceutical company focused on the discovery, development, and
commercialization of novel and biologically sourced, safe and residual-free therapies for animal and human
health. Their lead products, Imilac and Milac, target the main concern in the dairy industry: the
management, treatment, and prevention of mastitis in dairy cows. Mileutis’ technology and products consist
of milk-derived peptides and specific protein fragments that have a positive impact on conditions that
influence health and reduce antibiotic use in animal health management. (Mileutis 19.10)
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8.7. Beyond Air Starts Clinical Study with LungFit for Viral Pneumonia Treatment
Beyond Air plans to initiate a clinical study of the LungFit system for evaluation of the safety and efficacy
of high concentration inhaled NO given intermittently to adults hospitalized with acute viral pneumonia,
including SARS-CoV-2. The study will take place in Israel and be a multi-center, open-label, randomized
clinical trial with approximately 90 adult patients. The enrolled patients will be randomized in a 1:1 ratio to
receive inhalations of 150 ppm NO given intermittently for 40 minutes four times per day for up to seven
days in addition to standard supportive treatment (NO+SST); or standard supportive treatment alone (SST).
Endpoints related to safety, oxygen saturation, fever and ICU admission, among others, will be assessed.
The LungFit system is a portable device that weighs only 20 lbs. and operates with a standard electrical
outlet (120-240 volts). Since NO is generated from ambient air that flows through a reaction chamber, there
is an unlimited supply. The LungFit system is designed to accommodate simultaneous oxygen delivery for
patients who require it via a dedicated port in the rear of the device. Beyond Air’s proprietary nitrogen
dioxide (NO2) filters are required for the system to generate and safely deliver NO. Toxic levels of NO2
can result from high concentrations of NO without proper filtration. The filters also program the system, via
an attached RFID chip, with NO concentration, flow rate and duration. The Company believes this provides
flexibility for NO administration. The Company is confident that respiratory therapists (RTs) can easily be
trained to use and manage the system. If multiple patients are treated in the same facility, one RT could
manage multiple systems simultaneously, with each system potentially treating up to four patients per day.
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Rehovot's Beyond Air is a clinical-stage medical device and biopharmaceutical company developing a
revolutionary NO Generator and Delivery System, the LungFit, which uses NO generated from ambient air
to deliver precise amounts of NO to the lungs of ventilated and non-ventilated patients for the potential
treatment of a variety of pulmonary diseases. The LungFit can generate up to 400 ppm of NO, for delivery
either continuously or for a fixed amount of time and has the ability to either titrate dose on demand or
maintain a constant dose. Beyond Air is currently advancing its revolutionary LungFit system in clinical
trials for the treatment of severe lung infections such as SARS-CoV-2, bronchiolitis and nontuberculous
mycobacteria (NTM). (Beyond Air 21.10)
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8.8. Azura Ophthalmics Raises $20 Million for Studies Dry Eye Disease Treatment
Azura Ophthalmics announced a $20 million financing round led by a syndicate of existing investors
including OrbiMed, TPG Biotech, Brandon Capital’s Medical Research Commercialization Fund (MRCF)
and Ganot Capital. On the back of encouraging Phase 2 data to date proceeds from the funding round will
be used to advance Azura’s lead product candidate AZR-MD-001 through a registration study for the
treatment of MGD – an eye condition where the Meibomian glands become dysfunctional, resulting in rapid
evaporation of the tear film.
Azura’s novel medicines in development are designed to address abnormal hyper-keratinization – the buildup and shedding of the proteins at the opening of the Meibomian gland or within the gland itself – known to
be the root cause of obstructive MGD. This approach has been used safely and effectively for decades in
dermatology and is based on the understanding that Meibomian glands share strong similarities with
sebaceous glands, skin glands responsible for conditions like acne, including the ability to undergo
keratinization. Meibomian gland dysfunction is the leading cause of evaporative Dry Eye Disease, a
condition known to affect more than 30 million adults in the US alone presenting a huge unmet need
globally. Azura’s lead compound AZR-MD-001 is a topical ointment applied to the lower lid that has shown
a positive safety and efficacy profile in several studies in MGD. Based on these data and interactions with
the U.S. FDA, the company plans to proceed to registration studies in 2021.
Azura Ophthalmics is a clinical-stage company headquartered in Tel Aviv. The company is developing an
innovative portfolio of compounds to advance treatments for MGD, the leading cause of DED. By targeting
the root cause of MGD, Azura brings the promise of improved health and well-being to millions of people
worldwide who suffer from MGD and other ocular surface diseases where treatment options are currently
lacking. (Azura Ophthalmics 22.10)
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8.9. Scopio Labs Receives FDA Clearance for its AI-Powered Blood Smear Application
Scopio Labs was granted FDA clearance to market and sell its X100 with Full Field Peripheral Blood Smear
(Full Field PBS) Application, unlocking the potential of in vitro hematology diagnosis. Full Field PBS is also
available in Europe with CE mark certification granted earlier this year.
Using advanced computational photography imaging and tailored AI tools, Full Field PBS gives clinical
laboratories an unprecedented ability to capture digital scans with full field view of the monolayer and
feathered edge at 100X oil immersion resolution level. The Full Field PBS utilizes adaptive monolayer
identification in support of long and short smears and automates the analysis process by pre-classifying
200 white blood cells (WBC), providing platelet pre-estimate, and enabling RBC morphology evaluation.
Tel Aviv's Scopio Labs is dedicated to unlocking the potential of imaging and AI in hematology, redefining
diagnostics and related drug development by championing Full Field Morphology (FFM) at scale.
Uncovering actionable insights from vast amounts of data readily available in the average blood sample
and bone marrow aspirate, Scopio's solutions will aim to showcase thousands of cells at scale in high
resolution, to enable new hematology diagnostic methods. (Scopio Labs 21.10)
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8.10.

BGU Researchers Develop Machine Learning Platform to Streamline Clinical Trials

Researchers at Ben-Gurion University of the Negev (BGU) have developed a novel platform to streamline
clinical trials, lower costs, and increase the efficiency and success rate of the drug or medical device
development process. The technology has been licensed for further development and commercialization
to Panacea, a new company founded by BGN Technologies, the technology transfer company of BGU.
Panacea is a portfolio company of the Oazis accelerator, formed by the Yazamut360 entrepreneurship
center of BGU.
The new platform leverages machine learning to optimize a clinical trial's chances of success, analyzing
patient population recruitment and dropout rate, as well as identifying and prioritizing monitored markers.
The technology offers efficient pre-trial recommendations, in-trial interim analysis, and post-trial insights in
preparation for the next trial, as well as potential salvage in case of failure. The technology has already
been used in clinical studies of several neurodegenerative diseases including amyotrophic lateral sclerosis
(ALS), Parkinson's disease, and Alzheimer's disease, and has demonstrated high performance in
stratification of patients into homogenous, statistically distinct, sub-groups; identification of factors and their
interrelations with the disease state; and predictive analysis of progression rate and pattern, as well as
disease state.
BGN Technologies is the technology transfer company of Beer Sheva's Ben Gurion University, the third
largest university in Israel. BGN Technologies brings technological innovations from the lab to the market
and fosters research collaborations and entrepreneurship among researchers and students. To date, BGN
Technologies has established over 100 startup companies in the fields of biotech, hi-tech, and cleantech,
and has initiated leading technology hubs, incubators, and accelerators. (BGN Technologies 21.10)
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8.11.

Aleph Farms Launches 'Aleph Zero' Program to Grow Steaks in Space

Aleph Farms is taking a bold new step toward accelerating extraterrestrial food production, which has been
a main barrier for long-term space missions. The company announced the launch of its 'Aleph Zero'
program. This project will forward its vision for advancing food security by producing fresh quality meat
anywhere, independent of climate change and of availability of local natural resources. The core mission
of the new initiative is centered on introducing new capabilities for locally producing fresh, quality meat even
in the most harsh and remote extraterrestrial environments, such as space.
To the achieve this goal, Aleph Farms is securing strategic partnerships with technology companies and
space agencies for long term collaborative research and development contracts that will ensure the
integration of Aleph Farms' innovations into leading space programs. These programs will leverage the
company's deep-rooted know-how in cell biology, tissue engineering, and food science to establish
BioFarms in extraterrestrial environments, enabling the company to eventually apply the lessons learned
in space to earthbound sites.
Rehovot's Aleph Farms is a food company that paves a new way forward as a leader of the global
sustainable food ecosystem, working passionately to grow delicious, real beef steaks from non-genetically
engineered cells, isolated from a living animal – using a fraction of the resources required for raising an
entire animal for meat, and without antibiotics. (Aleph Farms 21.10)
9. ISRAEL PRODUCT & TECHNOLOGY NEWS
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9.1. Gollgi Turns Searching on Its Head
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Gollgi has created a comprehensive B2B network that revolutionizes the way companies connect with
customers today in contrast to the 140B Pay-Per -Click industries.
An entire industry of ads, SEO marketing and more has grown up around the idea that sellers must entice
customers to their offers, absorbing huge amounts of resources and funds to connect those seeking a
product with those selling it whether it PPC or Banners. Gollgi changes all that, by providing a requestbased environment for B2B transactions. Turning the premise of sellers seeking buyers on its head, the
Gollgi platform encourages customers to ask for specific products, even just an image, and sellers then in
return approach them with their own product to meet that need. This brings benefits for both parties, buyers
don’t have the hassle of searching for hours, sellers know they are dealing with a bona fide consumer
looking to buy, but don’t have the marketing costs or the percentage charged by specific platforms on the
transaction. Gollgi is entirely free to join and use, creating a superb, cost effective alternative for business
to business e-commerce.
Founded in 2016, Herzliya Pituah's Gollgi is an e-commerce platform designed to overall trade by
connecting buyers with sellers through an open request-based market network. In view of the present click
fraud, that has become more pressing than ever, Gollgi is an alternative to conventional PPC search
engines. The platform resolves buyers' search puzzle and for free empowers businesses to upload stores
to be part of the Gollgi Open Market. (Gollgi 14.10)
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9.2. Minerva Labs Recognized as a Gartner Cool Vendor in Network Security
Minerva Labs announced that Gartner named the company a Cool Vendor in Network and Endpoint
Security. According to the Cool Vendors in Network and Endpoint Security report, “As attackers get more
sophisticated and targeted, security and risk management leaders need to look at innovative ways to protect
organizations. This Cool Vendors research highlights four vendors that are taking a different approach to
network and endpoint security.”
The Gartner report states that “Cool Vendors in network and endpoint security react to the changes in the
normal ways of working, being innovative in their solution delivery and aligning to modern demands around
consumption models. Furthermore, the displacement of on-premises IT means that the war against the
adversary has had to dynamically adjust to meet the ever changing threat landscape and the changes in
those new standards of working.”
Petah Tikva's Minerva Labs was founded in 2014 with the mission of overturning the ever growing hacking
tide that is still engulfing the cyber-world. The challenge was not just to create a platform that utterly defeats
cyberattacks but also one that does so regardless of an organization’s time, team size, skills, and toolset.
Through years of innovation and dedication, Minerva was successful in developing an endpoint security
solution that is not just the most effective, but also the most resourceful and cost-effective both for managed
and unmanaged devices. (Minerva Labs 13.10)
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9.3. Sixgill Partners With ThreatQuotient to Accelerate Threat Response
Tel Aviv's Sixgill announced that Sixgill Darkfeed, the company's predictive feed of actionable indicators of
compromise (IOCs), is now available to users of ThreatQuotient's ThreatQ platform. Through this
partnership, Darkfeed will supply actionable intelligence to help organizations accelerate and automate
decision-making with unparalleled confidence and efficiency. With Darkfeed, ThreatQ users gain access
to Sixgill's unmatched threat intelligence from underground sources, enabling them to stay ahead of attacks.
It supports incident investigation by providing critical information on emerging threats in addition to providing
deep context that allows organizations to pinpoint threat actors and take appropriate action.
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Darkfeed produces data in several formats, including STIX, meaning it seamlessly integrates with the
ThreatQ platform and provides users with the ability to better anticipate attacks and proactively protect their
organizations.
Sixgill's fully automated threat intelligence solutions help organizations fight cyber-crime, detect phishing,
data leaks, fraud and vulnerabilities as well as amplify incident response - in real-time. Sixgill's investigative
portal empowers security teams with contextual and actionable alerts along with the ability to conduct realtime, covert investigations. Rich intelligence streams such as Darkfeed harness Sixgill's unmatched
intelligence collection capabilities and deliver real-time intel into organizations' existing security systems to
help proactively block threats. (Sixgill 15.10)
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9.4. Sternum Launches Advanced Detection System for Real-Time Visibility in IoT Devices
Sternum launched its Advanced Detection System (ADS), an agentless data analytics solution that can be
seamlessly embedded onto a wide array of IoT devices. With its analysis of data gleaned from closed
source binaries from within a device, ADS is the first and only product capable of providing manufacturers
with a resource-light method for detecting vulnerabilities and exploitations that pose a threat, all while
enhancing data analytic capabilities to enable better performing devices.
40 billion IoT devices are predicted to be in use by 2025, yet until now, manufacturers have had to rely on
agent-based solutions, which are resource-heavy. Sternum breaks from this traditional and cumbersome
approach by offering an agentless monitoring solution that can be easily injected into a device's code. The
solution can effectively detect all suspicious events and attempts to breach a device, as well as further
garner proprietary insights about a device's internal operations, software functions, and third party code,
long a blind spot for device manufacturers across the board.
The ADS platform joins Sternum's Embedded Integrity Verification (EIV) solution. When utilized together,
both ADS and EIV work symbiotically, the former continuously collecting and monitoring cyber and
operational events, while the latter proactively prevents attack attempts in real-time.
Tel Aviv's Sternum, the IoT cybersecurity company providing embedded protection and unprecedented
real-time visibility for connected devices, has a profound understanding of embedded systems, deep
insights into defenders' and attackers' mindsets. Sternum is building uncompromising, innovative
technology poised to enable the IoT revolution. Sternum's product suite consists of two key solutions:
Embedded Integrity Verification (EIV) and Advanced Detection System (ADS). (Sternum 15.10)
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9.5. Roojoom Designated by Gartner as a 2020 Cool Vendor in AI for Customer Analytics
Tel Aviv's Roojoom has been designated a Cool Vendor by Gartner in a recent report "Cool Vendors: AI for
Customer Analytics". According to Gartner, "'Born AI' startups are appearing in the hotly contested area of
AI for customer analytics, putting competitive pressure, in terms of price and agility, on heritage CX
companies." Solutions offered on the Roojoom platform can be deployed quickly and include ready-to-use
Journey Orchestration AI. Lift in business KPIs can be demonstrated within weeks.
Roojoom's Personal Journey Orchestration platform uses AI to reinvent how brands engage with each
individual customer. The platform optimizes customer service and customer engagement KPIs including
issue resolution rates and average handling times, as well as customer loyalty, value and satisfaction.
Personal AI engines, invoked for each customer, drive individual journeys continuously across channels
until the journey target is reached, guiding both digital and agent-assisted channels, with a unique autogenerated UX. (Roojoom 15.10)
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9.6. Foretellix Releases First ALKS Regulation Verification Package for Automated Driving
Foretellix announced its new ALKS verification package, the world's first commercial solution for the newly
announced Automatic Lane-Keeping System (ALKS) regulation. The new package includes support of
Mobileye Responsibility-Sensitive Safety (RSS) following a successful joint demonstration of ALKS safety
regulation and compliance flow. The new verification package will help automakers address the regulatory
and certification requirements of ALKS automated driving systems.
Foretellix has recently released its novel ADAS & Highway solution that provides an out-of-the-box,
comprehensive verification package from Level 2 driver-assist technologies to Level 4 highway-focused,
fully autonomous solutions. With the introduction of the new package, the solution now includes the firstever commercial implementation of new ALKS regulation by the UNECE, the world's first Level 3 regulation.
In a joint demonstration with Mobileye, the ALKS verification package generated the required regulation
scenarios and parameters and provided measurable metrics on the RSS controlled vehicle behavior. The
package used Mobileye's RSS model to ensure that the tested vehicle does not initiate dangerous situations
and properly responds to dangerous situations initiated by other vehicles. These scenarios were varied
over a wide range of parameter values, demonstrating that safety as well as regulatory requirements are
met.
Tel Aviv's Foretellix is enabling the Digital Transformation of safety-critical automotive verification.
Foretellix solutions uniquely scale to meet the challenge of verifying the safety of today's increasingly
complex driving systems. Foretellix was founded by a team of pioneers in measurable verification and
validation combined with a highly automated and proven Coverage Driven Verification methodology broadly
adopted in the semiconductor industry. They have adapted and tailored their approach for the safety
verification and validation of ADAS and autonomous vehicles. (Foretellix 19.10)
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9.7. Gilat Satellite Networks Chosen by Southern Linc for 4G Cellular Backhaul Services
Gilat Satellite Networks has been awarded by three-year managed service contract for cellular backhaul by
Atlanta's Southern Linc, a fully owned subsidiary of Southern Company. Gilat met Southern Linc’s
requirements of enabling embedded accelerated MPLS traffic, coupled with cellular 4G with GTP
acceleration, a major technological innovation in satellite transmission. The agreement will enable
Southern Linc to use satellite transmission for backhaul services when established networks are
unavailable. Gilat satellite installations will be used to extend cellular coverage for voice and high-speed
data services in remote and terrestrially challenged areas and in areas affected by severe weather. Gilat
will also provide backup for terrestrial aggregation sites and an underlining level of monitoring and support
for Southern Linc’s large-scale LTE network.
Gilat services met Southern Linc’s challenge to provide high reliability with very strict requirements,
including MPLS support. Gilat services will provide transparent and simplified accelerated backhauling over
satellite and enterprise and 4G cellular traffic over MPLS. These services, coupled with Gilat's patented
GTP acceleration technology are delivered with Gilat's SkyEdge II-c platform.
Petah Tikva's Gilat Satellite Networks is a leading global provider of satellite-based broadband
communications. With 30 years of experience, we design and manufacture cutting-edge ground segment
equipment, and provide comprehensive solutions and end-to-end services, powered by their innovative
technology. Delivering high value competitive solutions, our portfolio comprises of a cloud based VSAT
network platform, high-speed modems, high performance on-the-move antennas and high efficiency, high
power Solid State Amplifiers (SSPA) and Block Upconverters (BUC). (Gilat 19.10)
Back to Table of Contents
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9.8. Genus Power & NanoLock Partner to Secure Smart Meters and Prevent Cyberattacks
NanoLock Security announced a partnership with Jaipur, India's Genus Power Infrastructures, a global
provider and leader of full spectrum smart energy metering solutions, to cooperate on a new cybersecurity
solution that protects smart metering infrastructure, manufactured by Genus Power, from cyberattacks, theft
and fraud. The solution also provides a new managed security service for utilities and smart city customers
that would reduce their operational costs, especially in remote rural areas through trusted Over-the-Air
(OTA) updates, while securing revenue that is often lost due to theft and fraud.
Genus Power has chosen NanoLock's device level protection and management solution to protect their
infrastructure from human errors and threats, while introducing remote management and control to new
and legacy devices in their smart meter portfolio. NanoLock brings innovative and patented device-level
protection and management to Genus Power's smart meters and other devices. NanoLock fulfills all
security regulations for the energy industry, and provides Genus Power's customers with a new and unique
managed cybersecurity service that offers device monitoring, alerts, and version upgrades and enables
secure and verified OTA updates to provide increased cyber protection for utilities. This powerful protection
provided by NanoLock's solution can scale to support millions of devices to prevent cyberattacks of
connected devices and secure revenue for utilities that can be lost due to theft.
Nitzanei Oz' NanoLock Security is an ironclad, device-level protection and management solution that is
disrupting edge device security to protect IoT and connected devices against persistent outsider, insider,
and supply chain cyberattacks by securing the entire chain of vulnerability, from the device to the cloud.
NanoLock's solution provides secured and managed firmware updates, reliable status and alerts, and
unique forensic data—all with a lightweight, zero power, processing, and memory footprint. Protecting
critical edge devices against a wide range of persistent attacks, NanoLock's robust protection and devicelevel visibility and control are crucial to the success of industries like smart cities, utilities, automotive,
industrial, and more. (NanoLock Security 20.10)
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9.9. Alcide Brings Kubernetes Threat Detection for Cloud Applications to AWS Security Hub
Alcide announced the company’s security solutions are now integrated with AWS Security Hub, sending
real-time threat intelligence and compliance information to Amazon Web Services (AWS) for easy
consumption by Security and DevSecOps teams. Alcide’s SaaS and container-based solutions for
Kubernetes security are available in AWS Marketplace. AWS Security Hub gives AWS customers a
comprehensive view of security posture across all their AWS accounts. As a single place that aggregates,
organizes, and prioritizes security information from multiple sources, AWS Security Hub helps identify
security findings and remediate security threats. AWS Security Hub supports AWS-native applications and
AWS Partner solutions, such as Alcide’s.
The Alcide Kubernetes Security Platform sends Kubernetes security alerts to AWS Security Hub,
highlighting security events derived from Kubernetes audit logs. The Alcide kAudit module continuously
monitors Kubernetes audit logs to detect known threats using pre-set rules, and detects unknown threats
by applying Alcide’s unique ML-based anomaly engine. The Alcide Platform also provides Kubernetes
security best practices and compliance checks. It allows AWS customers to determine if their Kubernetes
deployments are configured correctly and whether there is any security drift between developer, testing,
and production. Alcide Platform also supports threat intelligence, detecting malicious network activity such
as crypto-mining, and more down to the pod level. Lastly, Alcide’s anomaly engine also detects advanced
network attacks such as low-and-slow evolving network attacks and DNS tunneling.
Tel Aviv's Alcide is a Kubernetes security leader empowering DevOps teams to drive seamless security
guardrails to their CI/CD pipelines, and security teams to continuously secure and protect their growing
Kubernetes deployments. Alcide provides a single Kubernetes-native AI-driven security platform for cross
Kubernetes aspects: configuration risks, visibility across clusters, and run-time security events. Combined
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with policies enforcement and a behavioral anomaly engine that detects anomalous and malicious network
activity, Alcide ensures that the entire dev-to-production pipeline is secured. (Alcide 22.10)
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9.10.

ScoutCam's HD Micro Video Camera Successful in NASA’s Mission

ScoutCam announced the success of its micro ScoutCam 8.0 HD in NASA’s third Robotic Refueling Mission
(RRM3), which was officially used in-orbit on 19 – 22 October 2020. The micro camera serves as the
borescope camera on NASA’s Visual Inspection Poseable Invertebrate Robot 2 (VIPIR2), a robotic, multicapability inspection tool, which was launched to the International Space Station in December 2018.
Custom-developed for NASA between 2015 and 2016, micro ScoutCam 8.0 HD features one module
consisting of HD camera and illumination.
NASA’s RRM3 builds on the first two phases of International Space Station technology demonstrations that
tested tools, technologies, and techniques to refuel and repair satellites in orbit. The second phase of the
Robotic Refueling Mission utilized micro ScoutCam 1.2, the first generation of the company’s minuscule
video camera. In addition to its miniature size, the versatile micro ScoutCam 8.0 HD camera features state
of the art customizable optics and noteworthy image quality. The waterproof device is also able to adapt
in a variety of extreme temperatures, and withstand various vibrations, radiation and vacuums.
Omer's ScoutCam is a leading provider of customized visual solutions for organizations across a variety of
industries in the form of highly resistant micro cameras and supplementary technologies. ScoutCam
devices are used across the medical, aerospace, industrial, research and defense industries. (ScoutCam
23.10)
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9.11.

KELA Launches New Technology for Attack Surface Intelligence

KELA released their latest proprietary technology – IntelAct, allowing 100% automated monitoring of an
organization's attack surface. KELA's Dark Net experts launch a new technology enabling organizations to
receive real-time, automated alerts of their exposure in the Dark Net. IntelAct was built to provide
organizations around the world with a glance into their attack surface as seen in the Dark Net.
IntelAct, KELA's attack surface intelligence technology, provides organizations with 100% automated
monitoring and alerting on any of their exposed assets. Organizations can leverage IntelAct's intelligence
for multiple purposes, such as managing vulnerabilities in real-time, automatically detecting Dark Net
threats, controlling risks emerging from 3rd party vendors and responding to security incidents in time.
An award-winning Dark Net threat intelligence firm, Tel Aviv's KELA's mission is to provide 100% actionable
intelligence on threats emerging from the Dark Net. Their success is based on a unique integration of our
proprietary automated technologies and qualified intelligence experts. (KELA 22.10)
Back to Table of Contents

9.12.

Powermat Unveils Breakthrough 50W Mid-Range Drill-Free Wireless Charging Solution

Powermat Technologies unveiled their embedded mid-range wireless charging platform designed to charge
various Telecom and IoT Devices that require up to 50W. The platform which provides more charging
power and more spatial freedom provides OEMs with an end-to-end wireless charging solution when
charging devices through thick surfaces such as walls, glass (windows), and various other non-metallic
materials. The company's new platform is designed to provide up to 50W of power and charge devices
wirelessly over a distance of up to 20 cm.
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Petah Tikva's Powermat Technologies is a global provider of wireless charging platforms and the first to
bring wireless power technology to consumers worldwide. Powermat provides Qi-certified and proprietary
wireless charging platforms for automotive, robotics, drones, consumer electronics, medical devices, IoT,
telecom (5G) and Industrial applications. Powermat enables businesses worldwide to incorporate
advanced wireless charging solutions into their products and customize solutions for unique use cases.
(Powermat 22.10)
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9.13.

Ethernity Networks Announces 5G DU vRouter Solution

Ethernity Networks has developed a solution that both aggregates 5G traffic and provides virtual routing
directly within the 5G Distributed Unit (DU). The solution is based on the company's existing ACE-NIC100
FPGA SmartNIC, which offers Ethernity's exclusive Router-on-FPGA-NIC feature. With many mobile
operators planning to employ disaggregated CPU-intensive Network Function Virtualization (NFV) software
to handle the primary DU functions, the vast majority of the server's CPU cores will be occupied, leaving
no capacity for a virtual router. The addition of an external cell site router (CSR) to the data path increases
both capital and operating expenses. Ethernity's solution eliminates the need for a CSR by integrating the
virtual routing software with the FPGA SmartNIC within the DU server.
Furthermore, using its six 10G/25G eCPRI ports, a single ACE-NIC100 can aggregate up to 150Gbps of
data burst arriving from the 5G Radio Units (RU) toward the DU functions running on the server. The
integrated router function then enables connectivity toward the rest of the cloud Radio Access Network
(RAN). The ACE-NIC supports all mandatory clock synchronization options for DU (such as Sync-E and
IEEE1588) to accurately insert time stamps recovered from the network as backup to the GPS signal. In
addition, the ACE-NIC100 offers built-in hardware-based traffic management features, including packet
classification, deep buffering with HQoS, and OAM, on top of the router data plane functions like L2/L3
VPN, MPLS and segment routing.
Lod's Ethernity Networks provides innovative, comprehensive networking and security solutions on
programmable hardware for accelerating telco/cloud networks. Ethernity's FPGA logic offers complete
Carrier Ethernet Switch Router data plane processing software with a rich set of networking features, robust
security, and a wide range of virtual function accelerations to optimize telecommunications networks.
Ethernity's complete solutions quickly adapt to customers' changing needs, improving time-to-market and
facilitating deployment of 5G, edge computing and NFV. (Ethernity Networks 22.10)
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9.14.

Eloops' New Engagement Platform Improves Employee Experience

Eloops announced immediate availability of its new platform that provides human resource leaders with
gamification tools combined with a rich marketplace of pre-made content templates and virtual activities.
Together these technologies help align and connect employees to company culture, values and goals.
The platform offers HR leaders the opportunity to explore and select from a wide variety of content that
includes competitions, trivia quizzes, polls & surveys, peer-2-peer recognition programs and more. Eloops’
Insights feature provides companies with key information about engagement including interaction
frequency, preferred activities, most used content and top engaged employees. This enables companies
to enhance overall employee experience. Employees download the Eloops app from Google Play or the
Apple App Store where they can find relevant information, read updates, and participate in engaging
activities while collecting company-branded currency. Coins can be redeemed for offline experiences,
rewards, perks, gifts and benefits in their company’s virtual reward store. Sample perks include an online
or in-person meeting with the CEO, a reserved parking spot, gift cards and personal time off.
Tel Aviv's Eloops provides a scalable platform that offers HR leaders worldwide pre-made templates and
virtual activities that align and connect employees to culture, values and goals. With a gamification
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approach to employee engagement, Eloops’ tools and technology are on the frontline shaping employee
experience in today’s increasingly distributed and remote workforce. (Eloops 27.10)
10. ISRAEL ECONOMIC STATISTICS
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10.1.

Moody's Maintains Israel's Credit Rating

On 24 October, Moody's said that Israel will maintain its relatively high A1 credit ranking despite the
economic turmoil caused by the coronavirus pandemic. At the end of Israel's first nationwide lockdown at
the end of April, Moody's said it was lowering its outlook on Israeli government debt while keeping the
country's credit rating untouched, citing the recent deterioration in the budget deficit, driven partly by a more
polarized political environment. The credit agency at that time moved Israel's outlook from "positive to
stable." Since the start of the coronavirus pandemic, more than 850,000 people have been furloughed from
their jobs, with more than half being on unpaid leave. (Various 24.10)
Back to Table of Contents

10.2.

Israeli Economy Shrank by 10.1% During First Quarter

On 18 October, the Central Bureau of Statistics released a revised estimate, finding that Israel's GDP
contracted by 28.7%, on an annualized basis, in Q2/20. This followed an 8.1% contraction in the first
quarter due to COVID-19. The second quarter figure is the worst quarterly fall in GDP since the reestablishment of the state in 1948 and reflects the results of the first lockdown from 17 March to 20 April
2020. After seasonal adjustments, the Central Bureau of Statistics estimated that the Israeli economy has
returned to the same level as in Q4/16. In H1/20, the Israeli economy shrank by 10.1% on an annualized
basis after growing 3.4% in H2/19. (CBS 18.100
Back to Table of Contents

10.3.

Unemployment in Israel Doubled in September 2020

The Central Bureau of Statistics announced that during the second half of September, Israel's
unemployment rate rose by 17.1% nearly double the 9.7% from the first half of the month due to the
lockdown. The huge jump in the number of employees placed on unpaid leave in Israel during the second
lockdown saw unemployment rise in the second half of September. When those employees who were fired
at the beginning of the COVID-19 crisis who are not actively looking for jobs are added, then unemployment
was 19.1% of the workforce at the end of September, or 767,400 jobless, compared with 11.5% or 471,100
jobless in the first half of the month. In the second half of September 507,000 people in Israel were on
unpaid leave compared with 158,500 in the first half of the month. The only ray of light was that the number
of people defined as long-term unemployment fell during September from 232,000 (5.8%) to 165,000
(4.2%). (CBS 19.10)
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10.4.

Coronavirus Cost to Local Tourism Industry Estimated at $3.5 Billion

The economic impact of the coronavirus lockdown became clearer 14 October as Israel's Tourism Ministry
released devastating figures for the local tourism industry. The ministry estimated the industry had lost
about NIS 12 billion ($3.5 billion) since the beginning of the year due to COVID-19 health regulations that
have not only kept overseas visitors out of the country but have closed popular tourism sites for Israelis. A
UN estimate earlier in the year suggested that the coronavirus pandemic had caused $320 billion worth of
damage to the global tourist economy between January and May.
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The news is especially hard for tour guides, hoteliers, national parks and others as 2019 was a record year
for tourism – in which 4.5 million tourists visited the country – which in turn exceeded the previous high
watermark of more than 4 million in 2018. In September alone, the country witnessed a 96% year-on-year
decrease in the number of inbound tourists entering the country – 15,100 versus 405,000.
Minister of Tourism Farkash-Hacohen is reportedly working to implement two reforms; one that would
enable certain cities, such as Eilat, to welcome domestic and international tourists. The second would
permit family-operated guest houses, which have a smaller client base in comparison with large hotels to
admit visitors again. (ILH 15.10)
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10.5.

Transparency International Finds Israel Excels in Fighting International Bribery

Germany based Transparency International, a watchdog group fighting corruption worldwide, has named
Israel in its top category for enforcement against corruption in international transactions. This is the second
successive year in which Israel gets top marks for combating this type of corruption. Together with Israel,
the US, the UK, and Switzerland were also given top marks among the 47 countries surveyed.
Recognizing the efforts Israel has invested in enforcing laws designed to eliminate corruption from
international deals, the report said that between 2016 and 2019, Iocal law enforcement agencies have
launched 10 investigations into such cases. One criminal indictment was filed and three cases concluded
with imposing sanctions on the suspected parties. The TI report made note of directives issued by the
State Attorney's Office in October 2019, outlining policy with regard to indicting corporations and the
relevant penalties under the law. Investigations of foreign bribery cases are carried out by the Israel Police's
National Fraud Unit and are supervised by the Lahav 433 Major Crimes Unit. Some involve the Israel
Securities Authority and Tax Authority. (ILH 19.10)
11. IN DEPTH
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11.1.

ISRAEL: High-Tech Companies Raised $2.74 Billion Third Quarter

IVC-ZAG reported on 14 October that the continuing pandemic forced the Israeli economy into a standstill,
but the high-tech ecosystem keeps growing. In Q3/20, Israeli companies raised $2.74 billion in 151 deals,
up 26% from Q2/20 and 24% compared to Q3/2019. During Q1 – Q3/20, capital-raising amounts nearly
surpassed the entire capital amounts raised in the whole of 2019. Deal median amount increased to $6.5
million this quarter, the highest since Q1/19.
Graph 1: Israeli High-Tech Capital Raising Q1/2015 – Q3/2020

Venture Capital Funding
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In Q3/20, VC-backed deals swept 86% ($2.35 billion) of the total funding amounts and 66% of the number
of deals. IVC noted a slight decrease in the VC-backed median compared to the Q1/20 record levels, but
within the historical average.
Graph 2: Israeli High-Tech VC-Backed Deals Q1/2015 – Q3/2020

Adv. Shmulik Zysman, founding partner at the international law firm ZAG (Zysman, Aharoni, Gayer & Co.),
who heads the high-tech department, says: "While the data for Q2/20 hinted at a possible slowdown, the
third quarter proved the exceptional strength of the Israeli high-tech industry. The covid-19 pandemic is
still here, but so is the high-tech industry. Total investment in Q3/20 was the highest ever. This quarter we
saw an increase of about 24% of the total investment compared to the corresponding quarter last year and
about 26% compared to the previous quarter."
There are two reasons for the increase in investments, according to Zysman: "This quarter foreign investors
allocated the highest amounts of all time. The second: the total capital invested by Israeli funds, is also the
highest ever. This phenomenon is particularly interesting, and the question is whether local investors took
advantage of "Closed borders" opportunities. Life sciences sector stood out, especially in the third quarter,
as one in four deals was from companies in this sector."
However, Zysman adds: "Unfortunately, not everything is wonderful during the pandemic. Companies in
the early stages are clearly affected. In conclusion, Q3/20 was unusual, continuing the trend of 'less risky
venture capital'; big money goes to companies in the late stages. We remain optimistic and hopeful. Even
in a prolonged crisis, Israeli high-tech will prove its strength. We believe it will be a key factor in the recovery
of the Israeli economy."
Capital Raising by Rounds
The uptrend of later round investments continued during Q1–Q3/20. Later rounds investments cleared
$3.2 billion – a 34% increase compared to the total capital raised in later rounds over the whole of 2019.
Later rounds amount growth in Q1–Q3/20 was due mostly to 20 deals, each over $50 million, compared to
the record of 16 later-round deals in all of 2019. In Q3/20, five deals larger than $100 million raised $960
million, compared to the same number of deals and $1.17 billion in Q1/20.
On the other hand, less than $100 million was raised by just 95 seed deals, so far this year, suggesting a
significant drop in Seed funding amounts during 2020 compared to the previous years’ amounts levels.
The seed median investment reflects the change in the last quarters, dropping from $0.9m–$1m in 2016–
2019 to $0.15m in 2020. This dynamic in the seed investment trend signals a change in the preferences
of traditional seed round investors (angels, accelerators and VCs).
Marianna Shapira, Research Director at IVC Research Center, notes: "The investment data in Q1-Q3/20
show that there was no change in the VC allocation to the Israeli tech companies. Ironically, the large
amounts for late stages keep growing. The signs of the COVID-19 pandemic are on the other side of the
investment scale in the seed capital investments, where investors’ preferences have changed to the worst
through Q1– Q3/20. In the bottom line, there is still more than enough money at the Israeli dedicated
venture capital funds, but their appetite for risks has declined".
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Graph 3: Number of Israeli High-Tech Deals, Rounds by Type Q1/2015–Q3/2020

Investors’ Activity: Israeli vs. Foreign Investors
According to IVC data, during Q2–Q3/20, both Israeli and foreign investors accelerated their investment
activity, outpacing the last five-year average. Israeli VC Funds have accelerated their activity in Q3/20,
with 109 investments, compared to the average number of 94 investments in the two past years.
Graph 4: Foreign vs. Israeli Investors: Number of Investments in Israeli High-Tech Q1/2015–Q3/2020

Methodology
This survey reviewed capital raised by Israeli high-tech companies from Israeli and foreign venture capital
funds as well as other sources, such as investment companies, corporate investors, incubators and angels.
The survey is based on reports from 660 investors, of which 71 were Israeli VC funds and 589 were other
entities. The term “early stage” refers to high-tech companies in the seed and R&D stages, not yet offering
products to the market.
IVC is the leading online provider of data and analysis on Israel’s high-tech & venture capital industries. Its
information is used by key decision-makers, strategic and financial investors, government agencies, and
academic and research institutions in Israel.
ZAG (Zysman, Aharoni, Gayer & Co.) is a cutting edge international law firm. The firm’s attorneys specialize
in all disciplines of commercial law for both publicly held and private companies, with particular expertise in
high-tech, life science, international transactions, and capital markets. ZAG provides result-driven legal
and business advice to its clients, addressing all aspects of the clients’ business activities, whatever the
size or the industry. (IVC-ZAG 14.1)
Back to Table of Contents

11.2.

ISRAEL: The Sudan Agreement: Implications of Another Arab-Israel Milestone
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Ehud Yaari posted in the Washington Institute for Near East Policy PolicyWatch 3396 on 26 October that
the latest deal shows how firm U.S. pressure, quiet contacts with Israel, and domestic political
breakthroughs can help Arab governments advance normalization even in the face of popular opposition
and past military conflict.

When the White House announced an agreement for mutual recognition and normalization of relations
between Sudan and Israel on 23 October, it represented the successful conclusion of a multilayered,
multiparty package deal that had been negotiated intensively for over a year. The main trigger for this
breakthrough was the Trump administration’s decision to delist Sudan as a state sponsor of terrorism, a
designation the country had held since 1993. Given Sudan’s severe economic crisis, the authorities who
toppled the dictatorship of Gen. Omar al-Bashir and took power in April 2019 have been desperate to end
U.S. sanctions, attract investments, and open prospects for relieving around $60 billion in debt.
As part of the negotiations, the Sudanese government has deposited $335 million in an escrow account to
compensate victims of the 1998 terrorist attacks on the U.S. embassies in Kenya and Tanzania and the
2000 attack on the USS Cole in Aden. According to local authorities, Khartoum has been assured that no
further claims are forthcoming. Lifting the sanctions is the next step in the process, to be followed by talks
with the IMF and resumption of American aid.
Alongside consistent U.S. pressure to link the terror delisting with peace moves toward Israel, the
preliminary negotiations benefited from behind-the-scenes encouragement and financial aid commitments
by the United Arab Emirates and Saudi Arabia, as well as tacit backing by Sudan’s neighbor, Egypt.
Khartoum’s decision could also accelerate similar normalization efforts by other Arab countries, though
such progress will probably be more gradual than the “big splash” peace agreements with the UAE and
Bahrain.
Past Hostilities and Secret Talks
Khartoum’s decision differs from the Emirati and Bahraini normalization moves in another notable respect:
Sudan and Israel have a history of past military clashes and other hostile behavior. For example, Sudanese
companies fought alongside the Egyptian army in the 1948 and 1967 wars. Shortly after the latter conflict,
Khartoum hosted the summit at which the Arab League adopted its infamous “three no’s” policy - no peace,
no negotiations, no recognition of Israel. During the 1973 war, Sudan sent an expeditionary force to the
Suez front, though only after a ceasefire had been reached, rendering the deployment largely symbolic.
Meanwhile, Israel began helping the insurgency in southern Sudan as early as 1968, offering equipment
and training to the Anyanya rebels and, later, the Sudan People’s Liberation Army (SPLA) up until South
Sudan won its independence in 2011. Israeli forces also mounted several air raids against Sudanese
munitions storage facilities in 2009-2012, attempting to curb Bashir’s practice of allowing Iran to ship
weapons through his territory to Hezbollah and Hamas.
Despite these hostilities, Israel and Sudan pursued intermittent secret contacts for decades prior to the
current deal. They began in the mid-1950s with Sadiq al-Mahdi, the leader of the powerful National Umma
Party who was engaged in a struggle with President Gamal Abdul Nasser of Egypt at the time. (Interestingly,
the eighty-five-year-old Mahdi has since become the most vocal domestic opponent of the current
normalization drive, presumably in a bid to reverse his political marginalization.) Later, Israel secretly
cooperated with President Jaafar Nimeiri, who shook hands with Prime Minister Menachem Begin during
Anwar Sadat’s 1981 funeral in Cairo - an event that other Arab leaders boycotted due to Begin’s presence.
Israel also obtained quiet help from Khartoum in evacuating Jews from Ethiopia.
Under Bashir, Khartoum sought contacts with Israel after breaking with Iran, distancing from Turkey, and
joining the Saudi war effort in Yemen. After his ouster, Sudan resumed quiet dialogue with Israel, leading
to the first public meeting between Prime Minister Binyamin Netanyahu and Sovereignty Council head Gen.
Abdel Fattah al-Burhan this February in Uganda.
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Domestic Repercussions for Sudan
The Uganda meeting stoked a stormy debate in the Sudanese press and social media about the pros and
cons of reconciliation with Israel. The prime mover in favor of speedy normalization was the council’s vice
president, Gen. Mohamed Hamdan Dagalo, better known by his nickname Hemeti. He commands the
Rapid Support Forces, a 70,000-strong military organization that is separate from the Sudanese army and
sprang out of the militias formed during the long Darfur conflict. These irregulars were often blamed for
committing atrocities, but Hemeti denies the accusations and was not among those charged at the
International Criminal Court in The Hague.
While Burhan remained tight-lipped about normalization in public, Hemeti campaigned for it at gatherings
all around the country, arguing that engagement with Israel was in Sudan’s best interests. The main
objections came from Prime Minister Abdalla Hamdok, who heads a civilian cabinet created by the
partnership formula reached between the military chiefs and the “Freedom and Change” political coalition.
As late as September, Hamdok was still attempting to delink the Israel issue from Sudan’s U.S. terrorism
designation. Yet his position softened once Washington firmly conditioned the end of sanctions on peace
with Israel.
Meanwhile, developing cooperation between Hemeti and Hamdok brought about a breakthrough in efforts
to restore internal peace, with rebel groups represented by the Sudan Revolutionary Front signing the Juba
Agreement early this month. All of these groups support rapprochement with Israel and oppose political
Islam. Abdel Wahid al-Nur - the Paris-based leader of the strongest rebel faction, the Sudan Liberation
Movement (SLM), which is still negotiating its own peace agreement - has already made a public statement
welcoming normalization. Another key rebel figure, Abdelaziz Hilu of the Sudan People’s Liberation
Movement-North (SPLM-N), is expected to follow suit. Hamdok, an experienced economist, apparently
concluded that he could use the practical benefits of normalization to overcome opposition from
communists, Nasserites, Baathists and Islamists. Indeed, these groups have not managed to stage
meaningful protests against the deal so far, nor have they left the government.
Through Foreign Minister Omar Qamar al-Din, Hamdok is now promising that the Israel deal will be ratified
by parliament. Yet the legislative assembly that was supposed to be formed for the transitional period until
elections in 2022 has not been established. According to arrangements between Sudan’s military chiefs
and civilian politicians, a joint meeting of the Sovereignty Council and the government’s ministers may
exercise the powers of the absent parliament. This mechanism may allow Israel and Sudan to activate
their coming normalization protocols without a parliamentary vote.
For now, Sudan has granted Israel the right to use its airspace for shorter flights to Latin America - one of
Netanyahu’s longstanding priorities for boosting trade ties. The Sudanese are also seeking Israeli knowhow and technologies for agriculture, among other sectors. With drastic reforms and substantial
investments, the country could eventually become a breadbasket for the Arabian Peninsula and beyond the Emiratis and Saudis have already expressed great interest in this potential. Moreover, cheap electricity
from Ethiopia’s Renaissance Dam, only a few miles from Sudan’s border, would further enhance the
prospects of igniting an economic recovery in the not-too-distant future.
It is unclear at the moment how quickly Israel and Sudan will sign each of the individual protocols and
establish mutual embassies. Yet it is safe to assume that Burhan is keen to move as fast as possible—
certainly before January, when a new president may enter the White House.
Prospects for Further Normalization Deals?
Most Arab states are waiting for the results of the U.S. election before making any public overtures toward
Israel. Morocco, Oman and Qatar are weighing the possible advantages of upgrading their relations though all three may be overtaken on the bumpy road to Jerusalem by Djibouti, whose president has been
urged by the UAE to consider a move. Eventually, Abu Dhabi’s great influence down the East African coast
may lead to some form of cooperation between Israel and the two de facto states of Somaliland and
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Puntland. Israel will also intensify efforts to establish relations with the Muslim-majority states of the Sahel,
including Mauritania, which recognized Israel in 1999 but severed formal relations a decade later.
Ehud Yaari is a Lafer International Fellow with The Washington Institute and a commentator for Israeli
television. (TWI 26.10)
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11.3.

ARABIAN GULF: Strategic Shifts Needed for Sustainable Recovery in Aviation &Tourism

The coronavirus pandemic has tested few industries as much as aviation and tourism, but on 19 October,
Mari Luomi observed in the Arabian Gulf States Institute in Washington that Gulf governments have an
opportunity to emerge as frontrunners in creating truly sustainable growth and jobs.

The coronavirus pandemic has tested few industries as much as aviation and tourism. In the Arabian Gulf,
a region disadvantaged by its high dependence on long-haul travel, the sectors have already experienced
mass layoffs and major bailouts. Recovery for Gulf airlines and the hospitality sector could therefore be
more difficult than in regions with large domestic markets. This forced hiatus contains an implicit opportunity
for structural changes that would boost the region’s competitiveness. But will governments have the vision
to prioritize long-term gains over short-term objectives that could lock the industries onto a less sustainable
path?
Despite pressures to cut costs and concerns about oversupply, aviation and tourism have remained
significant contributors to Gulf countries’ non-oil revenue. Before the pandemic, they generated
approximately one-tenth of the gross domestic product and supported a total 1.4 million jobs in the United
Arab Emirates and Saudi Arabia. In Dubai, foreign visitors accounted for 25% of annual retail sales, and
Dubai International Airport alone employed 90,000 people.
The economic and job losses are staggering. In 2020, passenger traffic in the Middle East is expected to
be slashed to half of business-as-usual expectations, causing losses of up to 5 million jobs and $180 billion
in GDP in the travel and tourism sector. In addition to salary reductions, the region’s three largest airlines,
Emirates, Qatar Airways and Etihad, are estimated to have already made thousands of jobs redundant.
Total layoffs could eventually reach tens of thousands.
Even with Emirates’ campaign to attract visitors back to Dubai, flight traffic at Dubai International Airport
between mid-September and mid-October was still down to less than one-third of 2019’s monthly average
levels. Hotels reported some relief from local tourism. But staying afloat for many will still depend on a
pickup in travel related to meetings, incentives, conferences and exhibitions in the final quarter of 2020,
which might not materialize as the economic downturn and videoconferencing cut into business travel and
the pandemic drags on.
The forced groundings have also reignited a debate about the environmental performance of aviation, which
is among the world’s most carbon-intensive industries, with two transatlantic roundtrips equaling one year’s
emissions from driving a car. Pre-pandemic, aviation accounted for 2.5% of global carbon dioxide
emissions – just below the total emissions of the six Gulf Cooperation Council member countries. However,
with limited scope for reductions, aviation emissions are projected to remain largely coupled with the
industry’s growth, taking up a sizable share of the world’s remaining carbon budget (or emissions that can
still be safely emitted) through mid-century.
Aligning aviation with the goals of the Paris Agreement on climate change would require an ambitious
combination of technological and operational improvements, sustainable aviation fuels, and simply flying
less. But alternative fuels, including hydrogen and biofuels, have yet to reach technological maturity or
price parity with conventional ones. Government-imposed carbon taxes, which could encourage faster
reductions, have so far been too limited to have an impact.
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Tourism is another major culprit, estimated to account for 8% of global greenhouse gas emissions. Its
negative environmental and social impacts extend to ecological damage, high water and energy
consumption, plastic pollution and over-tourism, among others. In the UAE, the hospitality sector is a
significant contributor to food waste, estimated to cause $3.5 billion in losses each year.
Global aviation is not expected to return to 2019 passenger traffic levels before 2024, constrained by
prolonged travel restrictions, lower demand for business travel and weaker consumer sentiment. Despite
boasting a growing number of low-cost airlines, the Gulf’s high reliance on long-haul connecting traffic and
relatively small domestic markets will hinder recovery in aviation and tourism. At the same time, the forced
pause offers an opportunity to delink future growth from environmental impact.
The United Nations has called on governments to “build back better” from the pandemic by channeling their
massive recovery spending flows to green jobs and sustainable growth. The European Union has been
spearheading these efforts with its Green Deal and 2050 carbon neutrality target. But even in Europe,
aviation bailouts, currently totaling around $38.5 billion, contain few binding environmental conditions.
International ambition has been equally weak. Heeding calls from the industry, the United Nations’
International Civil Aviation Organization agreed in June to relax the rules for its Carbon Offsetting and
Reduction Scheme for International Aviation, which has been the centerpiece of global efforts to curb
emission growth in the sector. All Gulf countries with major airlines have confirmed their participation in the
first phase of the market-based scheme, under which airlines are expected to offset any emission growth
beginning in 2021 through the purchase and cancelation of carbon credits.
The new rules will use the airlines’ 2019 emissions as a baseline, instead of averaging 2019’s and 2020’s
emissions, which under the current conditions would have made the baseline 30% more stringent. This is
estimated to save airlines $15 billion in offset costs, but it will also exempt them from any offset obligations,
removing economic incentives to invest in lower-emitting operating models and obliterating the demand for
offset credits and related emission reductions for several years to come.
In the absence of strong economic or policy signals from competing countries or regions, or at the
international level, the future trajectories of Gulf airlines will largely depend on their own farsightedness.
Some recent announcements offer hope in this regard: “Those who aren’t sustainable airlines, they
probably won’t survive,” affirmed Etihad’s CEO in a recent interview, calling for government subsidies to
support faster uptake of biofuels. In January, the airline announced a 2050 net-zero carbon emission target
and has been testing green technologies with Boeing in the height of the pandemic. In August, Sharjah’s
international airport was the first in the Gulf to achieve carbon neutrality accreditation.
There is no silver bullet for rapid emission reductions, and a mix of policies and actions is needed. This
should include the use of high-quality offsets. Since late 2019, British low-cost carrier EasyJet has offset
fuel-related emissions from all its flights, demonstrating that net-zero is already feasible.
In the long term, “brown recoveries” that aim to restore the status quo will leave airlines even further behind
in a world moving away from fossil fuels. While curbing emissions from aviation could involve some tradeoffs with the medium-term growth of the sector, the urgency of the climate crisis requires bold choices to
be made now.
Two overarching goals for sustainable recoveries in the airline and tourism industries in the Gulf should
include creating decent, sustainable jobs and aligning with global climate goals.
In the first instance, policies to revitalize the travel industry should focus on creating jobs that support green
trajectories, provide sustainable sources of income and ensure social protection. A survey of G-20 financial
leaders in April identified clean technology research and development spending and clean energy
infrastructure investments as recovery policies with the highest positive multiplier impacts on both the
climate and economy in the long term.
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Recovery plans should therefore include support for alternative modes of transportation and sustainable
tourism. The delayed GCC Railway project, aiming to link the Gulf states, could become both a source of
job creation and the backbone of sustainable regional travel.
Relying mainly on foreign workforce repatriation as a cost reduction strategy for the industry might backfire
through broader economic losses caused by depressed consumer demand. Focus should therefore also
be on education and retraining programs. The tourism industry in particular has ample space for innovation
around sustainable business models and strategies. Cultural, experiential, and ecotourism are still nascent
and have significant potential to support the region’s economic growth, diversification and knowledge
economy agendas.
Investments in sustainable technology research and development can also help create jobs and boost longterm competitiveness. Supporting the development of sustainable aviation fuels – specifically hydrogenbased fuels- – and subsidizing their uptake would be particularly beneficial given the scale of potential
emission reductions.
While the aviation industry has been under pressure to increase efficiencies and cut costs for several years,
potential for greater operational efficiencies across the Gulf tourism industry remains significant: A single
hotel in Dubai was able to save the equivalent of 70,000 meals a year with food waste management
software.
In the second instance, governments should ensure the travel industry is placed on a Paris Agreementcompatible trajectory through regulation and economic instruments. This could begin with encouraging the
industry to set carbon neutrality targets with medium-term milestones. Domestic emission trading systems
could provide additional market incentives and certainty. The unconditional airline rescue packages and
watered-down environmental performance requirements in other regions are unhelpful. The need for new
airports and hotel capacity should also be reevaluated in light of revised and realistic growth expectations.
Green stimulus measures could also come in the form of incentives for companies that opt-in for more
environmentally and socially sustainable practices. Compliance could be ensured by making assistance
conditional on meeting sustainability standards or targets.
In the short term, combining profits, jobs, and environmental sustainability will only be partly achievable for
aviation. In this sense, the pandemic may have come as a blessing in disguise, as it enables the industry
to downsize temporarily while preparing for a greener recovery. In the meantime, Gulf governments also
have an opportunity to rethink travel and tourism and emerge as frontrunners in creating truly sustainable
growth and jobs.
Mari Luomi is a thematic expert and writer, focusing on natural resource and environmental policy and
politics. (AGSIW 19.10)
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OMAN: Oman Downgraded To 'B+' On Rising Net Debt Levels

On 16 October 2020, S&P Global Ratings lowered its long-term foreign and local currency sovereign credit
ratings on Oman to 'B+' from 'BB-'. The outlook is stable. We also affirmed our short-term ratings at 'B'.
At the same time, we revised our transfer and convertibility assessment on Oman to 'BB-' from 'BB'.
Outlook
The stable outlook balances Oman's considerable fiscal and external pressures against its reasonably high
fiscal buffers. We expect the increase in net debt to remain elevated until 2023. However, the pace of
accumulation should significantly decelerate from 2021 onward, on the back of higher oil prices and the
government's fiscal reform plan.
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Downside Scenario
We could consider a negative rating action over the next 12 months if we saw risks to fiscal reform
implementation, which could signal reduced government capability and willingness to maintain sustainable
public finances and result in external financing needs increasing beyond our current expectations. We
could also lower the ratings if we viewed the Gulf Cooperation Council (GCC) countries as less likely to
provide extraordinary support to Oman in the event of financial distress.
Upside Scenario
We could raise our ratings if Oman demonstrates that it can sustainably reduce net government debt levels,
or if growth prospects improve significantly more than expected.
Rationale
The downgrade reflects our view that Oman's public sector finances, as indicated by the net debt level, will
materially weaken over the next three years, notwithstanding the implementation of measures to reduce
fiscal deficits. This is partly driven by our assumptions of restrained oil price growth and slow economic
recovery from the COVID-19 pandemic. We assume an average Brent oil price of $50/bbl in 2021 and
2022 and $55/bbl from 2023. The average selling price for Omani crude oil (which is sold two months
forward) was $46.5/bbl over January-November 2020. Given the concentrated nature of Oman's economy-hydrocarbon products comprise about 35% of GDP, 60% of current account receipts, and 75% of fiscal
receipts--the country faces terms of trade pressure from relatively low oil prices. We expect fiscal and
external buffers to sharply diminish as a result. We estimate that gross government debt will rise to about
84% of GDP by end-2020 from 60% in 2019, while government-related enterprises (GREs) debt will reach
43% of GDP from 30% during the same period.
The Omani government has embarked on a medium-term plan to reduce fiscal deficits and implemented
several austerity measures this year. However, even as fiscal imbalances decline from a peak in 2020,
Oman will face large external debt maturities of $10.7 billion (about 7.5% of GDP) over 2021-2022. Given
its small domestic capital market, Oman will continue to rely on external debt to fund its large government
deficits and maturing debt and remain vulnerable to shifts in investor sentiment. The share of foreign
currency-denominated debt, largely held by nonresidents, is high, at about 75% of total debt.
Our view of Oman's creditworthiness is supported by still-strong liquid assets estimated at 69% of GDP in
2020, although we expect this buffer to decline to 45% of GDP by 2023 as assets are withdrawn for fiscal
funding. We also expect neighboring countries in the GCC to provide timely support if needed - for example,
in the unexpected event of a significant deterioration of external reserves that support the Omani rial's peg
to the U.S. dollar.
Institutional and Economic Profile: Oman's predominantly hydrocarbon-based economy will
sharply contract this year, before rebounding moderately thereafter




Reform momentum appears to be picking up under the new Sultan. However, we expect the
government's net debt to continue to rise over the forecast period to 2023.
We expect real GDP to contract in 2020 by 5% due to oil production limits under the OPEC+
agreement and the blow dealt by the COVID-19 to domestic demand and investment.
We expect Oman's foreign policy to remain broadly neutral, with limited spillover to the country from
regional geopolitical conflicts.

Sultan Haitham bin Tariq al-Said succeeded Sultan Qaboos bin Said al-Said, who had ruled Oman for
nearly 50 years. Sultan Qaboos passed away on 10 January 2020. Sultan Haitham faces significant
structural challenges including high fiscal and external deficits, subdued economic growth, high youth
unemployment, all exacerbated by the global pandemic and sharp drop in oil prices this year.
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The new Sultan has introduced some governance reforms and endorsed fiscal consolidation measures
proposed by the Tawazun fiscal program. In August, Sultan Haitham renounced his official titles as finance
and foreign minister and central bank governor and empowered new appointees to those roles. He also
announced a broader cabinet reshuffle and shrunk the number of ministries from 26 to 19. The State
General Reserve Fund (SGRF) and Oman Investment Fund (OIF - -the two sovereign wealth funds - have
been consolidated, and they, along with all GREs except for Petroleum Development Oman (PDO), have
been transferred under the newly established Oman Investment Authority (OIA). The aim of this is to
enhance governance and the financial positions of GREs. The Sultan also issued a Royal Decree on Oct.
12 to allow a value added tax (VAT) of 5% to be introduced from April 2021. While we acknowledge that
the government has responded more robustly to its weak fiscal position than previously, we expect fiscal
austerity measures to be introduced gradually to maintain socioeconomic stability. As such, we anticipate
the government's balance sheet will continue to deteriorate over the forecast period.
The economic environment will likely remain challenging and we expect a sharp 14% reduction in GDP per
capita to $14,200 in 2020. We expect GDP per capita to recover to close to 2019 levels by 2022. The
OPEC+ agreement to limit oil production, which Oman is voluntarily signed up to, will lead to at least a 6%
decline in oil production volumes in 2020. Lower economic activity due to previous and ongoing pandemicdriven lockdown and curfews, the slowdown in global tourism, weaker consumer and investor sentiment,
and planned delays in public sector capital expenditure will weigh on the non-oil sector. We expect a
gradual recovery in domestic demand and investment, and the lifting of OPEC production limits in 2022, to
support real growth of 2.2% in 2021 and 3.5% in 2022.
While Oman still has relatively high GDP per capita, real GDP per capita growth has been well below peers
at similar income levels. Population growth has historically been high due to migrant inflows, but moderated
in the past two years by the shrinking construction sector and government restrictions on expatriate labor
in line with Omanization efforts (replacing expatriates in the workforce with Omanis). Based on the official
data as of August, the number of expatriates declined by 14% year-on-year, and we estimate the overall
population will decrease by slightly above 3% in 2020. Youth unemployment remains high at above 10%.
The government is aiming to increase the participation of Omanis in the private sector and recently lowered
the minimum wage for Omani university graduates.
Geopolitical disputes in the region are likely to persist due to ongoing tensions between certain GCC
countries and Iran; the ongoing war in Yemen; and the boycott of Qatar by Saudi Arabia, the United Arab
Emirates (UAE), Bahrain and Egypt since June 2017. Israel's recent diplomatic agreements with Bahrain
and the UAE signal shifting alliances in the Middle East. However, we believe Oman is likely to move
relatively slowly in normalizing relations with Israel given that Sultan Haitham is in his first year of rule and
has indicated that he would like to maintain Oman's traditional role as a mediator in the region.
Flexibility and Performance Profile: Large twin deficits will continue to burn through Oman's buffers




After a substantial increase in the fiscal deficit in 2020, an improving fiscal trajectory is contingent
on the implementation of medium-term fiscal reforms.
However, pressure on the government's balance sheet from still-high fiscal deficits, large upcoming
debt maturities, and potential materialization of contingent liabilities is considerable.
We expect Oman to maintain its currency peg, supported by its external assets.

Largely due to lower oil prices and production, we estimate that the fiscal deficit will increase to 18% of
GDP (or $11.5 billion) in 2020, from 9% in 2019. Government revenue decreased by 19% during the first
seven months of 2020. The revenue decline would be sharper without the inclusion of privatization
proceeds of about $1 billion from the 49% sale of Oman Electricity Transmission Co. to State Grid
Corporation of China, and $300 million from the second tranche of a gas pipeline sale to Oman Gas Co. in
early 2020.
Increased fiscal pressures, the substantial government debt maturities coming up in 2021-2022, and the
new Sultan's stronger political will have spurred the government's reform program. This has been
demonstrated by the passing of the VAT law and implementation of several cost-cutting measures in 2020,
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despite the COVID-19-induced demand shock. These measures include 10% cuts to current spending
across civil, security, and defense agencies; reduced capital expenditure by the central government and
GREs; a mandatory retirement scheme for public sector employees; and downward revisions to salary
scales for new government employees. As a result, government spending declined by 9% year-on-year
during the first seven months of 2020.
Under the Tawazun program set up in September 2019, the government has formulated a medium-term
fiscal plan lasting until 2025. It seeks to achieve a primary surplus by 2023 and an overall fiscal deficit of
1.3% of GDP by 2025. Fiscal measures under consideration will focus on ensuring minimal impact on
vulnerable sections of the society while reducing current spending and enhancing tax revenue base and
collection. Government revenue will also be boosted by the addition of dividends from the OIA. These
comprise a combination of the investment income from OIA assets, below-the-line financing from sovereign
wealth funds previously, and smaller dividends from other GREs. We expect higher oil prices of $50/bbl
during 2021-2022 and $55/bbl in 2023, along with the introduction of the VAT and spending rationalization,
to lower the rate of net debt accumulation to a still-high 6% of GDP by 2023. This is from 12.5% in 2021.
Total funding needs (fiscal deficits plus maturing debt) will remain very high in the near term, averaging
almost 20% of GDP over 2021-2022. Oman has large external debt repayments of $4.3 billion in 2021 and
$6.4 billion in 2022. These largely stem from: maturing Eurobonds of $2.5 billion; a $3.55 billion loan from
Chinese banks; $2.7 billion of an amortizing, $4 billion pre-export financing facility; $1 billion of other loans;
and about $330 million of Islamic sukuk. We understand that authorities plan to refinance these loans
through new facilities.
In our base-line scenario, we expect the government of Oman will meet its sizable funding needs over
2021-2023 through external debt issuance (about 50%), drawdowns of external and domestic liquid assets
(30%), and domestic debt (20%).
To fund its fiscal deficits so far this year, the government has relied on domestic debt; concessional loan
facilities; withdrawals from assets in the OIA (formerly divided across the SGRF and OIF) and the Petroleum
Reserve Fund (PRF); and its deposits at domestic banks. Oman also arranged a bridge loan of $2 billion
in August that it intends to repay from the proceeds of a planned upcoming Eurobond issuance. Omani
government bond yields have remained elevated, particularly during the first half of 2020. The government
is set to raise about $5.5 billion from the international capital markets during the rest of the year.
We estimate government liquid assets at about 69% of GDP in 2020 including deposits in the banking
system and funds in the OIA and PRF. Without a larger fiscal adjustment, we project liquid assets will
deplete gradually, reaching 45% of GDP in 2023. As of end-July, we calculate that OIA's liquid external
assets stood at about $11 billion and its domestic cash balances were close to $2.6 billion. The government
has also been transferring a portion of oil receipts to the PRF for future debt repayment. The PRF held
assets of $2.6 billion at year-end 2019, which form part of the central bank's gross foreign-exchange
reserves. The government had withdrawn about $420 million from the PRF as of August for debt-servicing.
We also see higher risks to the sovereign balance sheet arising from the large debt stock of GREs, which
totaled an estimated 40% of GDP as of June 2020. Half of this debt is denominated in foreign currency
(largely project finance) and close to 30% is guaranteed by the government. Amid declining ongoing
government support--demonstrated by delayed subsidies - and muted economic growth in recent years,
the financial positions of some GREs have weakened, leading to rising debt. The newly established OIA is
expected to improve the governance and financial efficiency of GREs in the medium term. However, given
the current depressed economic conditions and slow recovery, we think large GREs - particularly in the
aviation, oil and gas and utilities sectors - could face significant operational and funding challenges, and
potentially require extraordinary government support. We recently downgraded Oman Electricity
Transmission Co. (OETC) to 'B' from 'BB-' because of deteriorating liquidity. The government plans to
privatize several GREs including Muscat Electricity Distribution Co. this year, though these could be
delayed given the weak external environment.
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We project that the significant terms of trade shock in Oman's key export goods will cause the current
account deficit to deteriorate to 14.5% of GDP in 2020, up from 5.4% in 2019. Gross foreign currency
reserves have, however, declined by less than $600 million as of end-September from end-2019 levels of
$16.7 billion. This reflects additional financial account inflows from the privatization of OETC, withdrawals
from OIA's external assets, and public entities such as OQ (Oman Oil) and PDO selling their dollars to the
Central Bank of Oman (CBO). In line with our expectation of a modest rebound in oil prices, the current
account deficit will tighten in the latter part of the forecast, but will remain elevated throughout. Given the
large external financing needs, we forecast that Oman's total external debt, net of external liquid assets,
will more than double from 2019 levels to reach 80% of current account receipts in 2022-2023.
We classify Oman's banking sector in group '7' under our Banking Industry Country Risk Assessment
methodology, with group '1' indicating the lowest risk and '10' the highest. Lower oil prices and economic
activity due to the COVID-19 outbreak will push up problem loans and risk costs for banks in Oman in the
next 12-24 months, amid limited additional government capacity to support the banking system if needed.
To counter the effects of the pandemic, the CBO lowered the interest rates for repurchase agreement (repo)
operations and other money market instruments, reduced capital conservation buffer requirements, and
increased the overall lending/financing ratio, which will help maintain banking system liquidity.
In our view, monetary policy flexibility is limited by the rial being pegged to the U.S. dollar. That said, the
peg has served as an anchor for inflation expectations, particularly because contracts for oil - Oman's main
export - are typically priced in dollars. We expect the peg will be maintained over the medium term on the
back of sufficient foreign exchange reserves and government external assets. Inflation has averaged under
1% over the five years to 2018 and we expect prices to drop by 1% this year. However, the implementation
of tax measures, including VAT, could result in some modest inflationary pressure over the coming years.
(S&P 16.10)
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EGYPT: How Egypt is Growing Forests in Middle of the Desert

Rasha Mahmoud reported in Al-Monitor on 18 October that amid the success of the Serapium Forest, a
massive plantation in Egypt, the country is now looking to plant more desert lands with trees as part of
plans to fight climate change.

Growing a forest in the middle of the desert has become reality with Egypt eyeing more of these projects
to support its economy and fight environmental and climate changes.
Egypt has managed to plant trees in the desert using wastewater, as part of plans to preserve the
environment, reduce pollution and optimize the use of natural water resources. The Serapium Forest,
which has boomed despite the drought and rainfall deficit, consists of 200 hectares (494 acres) of trees
planted in Ismailia city, in northeast Egypt. The forest has been a vital project that set a precedent for other
projects to reduce water pollution and unemployment.
The Central Administration of Reforestation affiliated with Egypt’s Ministry of Agriculture launched work on
the Serapium Forest back in 1998. A documentary was released in 2014 showing the results of this project.
In light of the success of the Serapium Forest project, African countries followed suit. In 2019, 21 African
countries, including Egypt, embarked on a tree-planting project, dubbed the Great Green Wall.
Preparations for the project had started back in 2007. Twelve African countries, including Egypt, launched
the project from Nigeria, and soon nine other countries joined the initiative. It starts from Senegal, in the far
west of the continent, to Djibouti, in its east.
The project, of which only 15% has been completed, stretches over nearly 8,000 kilometers (5,000 miles).
It is scheduled to be completed by the end of 2030. The forest will extend over 100 million hectares (247
million acres) at an estimated cost of $8 billion.
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Ragaei Saafan, project manager in Serapium, told Al-Monitor that using sewage water to grow a forest in
the desert is a golden idea and helps boost the economy. He explained that the treated sewage water will
help transform large areas of the Egyptian desert into arable and economically viable areas. He said that
the evergreen forests would purify the air, combat desertification and help reduce the high summer
temperature. He added that there is a tree leaf cutter machine in the Serapium Forest, allowing cypress,
pine and other deciduous conifers leaves to be used as fertilizers and feed for the livestock. There is also
a possibility to raise livestock without any significant cost, except for the potable water, he noted.
Saafan pointed out that in addition to its role in maintaining soil fertility, this forest serves the local economy.
He explained that a good management would allow some planted trees, such as the mahogany and
camphor, to serve as a permanent source of income in Egypt by exporting the trees or using them in the
local wood industry. Commenting on how the treated sewage water is channeled to Serapium Forest,
Saafan explained that the wastewater is channeled in big underground basins high in micro-organisms, and
oxygen is pumped to accelerate the water purification process. The water, high in nitrogen and phosphorus,
which are good for the forest, is then stored throughout the forest. According to him, the trees have grown
four times faster than in any other forest in Europe where the weather is much more favorable. While an
average of 60 years is needed for a tree in Europe to become mature, 15 years is more than enough for
the trees to mature in this forest.
Commenting on the Ministry of Agriculture’s plan to implement the experience in the other governorates,
Sayed Khalifa, head of the Central Administration for Agricultural Extension at the ministry, told Al-Monitor
that the ministry already started a plan to promote forests in the various governorates. He noted that 250
feddans (260 acres) of land in Ballanah in Aswan governorate will be planted with trees, including palm
trees, after the irrigation network is set up. He added that 40 feddans (42 acres) of trees are expected to
be planted in Armant in Luxor governorate, in addition to 300 feddans (311 acres) in el-Belina in Sohag
governorate.
Khalifa said the goal behind growing forests in Egypt is to optimize the use of treated sewage water, produce
wood and create new wood-based industries, produce biofuels, protect the country against desertification
and erosion, solve the problem of food security, stabilize sand dunes, protect the coasts and boost tourism.
Commenting on the desertification rate in Egypt, Abdo Mahmoud, professor of lands studies at the Faculty
of Agriculture in Zagazig University, told Al-Monitor that Egypt loses 3.5 feddans (3.6 acres) per hour, which
is very dangerous given the limited agricultural lands across the country, amounting to 4% of Egypt’s total
area. He accused the successive governments of ignoring the threats of desertification, but at the same
time, he praised the current serious attempts to combat desertification.
During a meeting with the minister of water and forests of Cote d'Ivoire, Alain-Richard Donwahi, in October
2018, Minister of Agriculture and Land Reclamation Ezz El-Din Abu Steit had said that there are 33 forests
across the Egyptian governorates linked to sewage stations, in addition to 28 forest nurseries to supply
forests with seedlings. The minister added that since Africa is the natural extension of Egypt, President
Abdel Fattah al-Sisi called for further cooperation with all African countries, particularly in the agricultural
sector, according to the Middle East News Agency.
During a seminar held in 2018 at the Regional Center for Food and Feed affiliated with the Agricultural
Research Center, Sisi’s adviser Hani el-Kateb said that Egypt has no experience in growing forests,
although its weather is favorable for that. He stressed the need for Egypt to take advantage of such weather
in growing forests and cited water scarcity and network problems as top obstacles in this regard. He pointed
out that ancient Egyptians and Chinese used the Phragmites in their irrigation. (Al-Monitor 18.10)
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EGYPT: Egypt Promotes Birth Control to Slow Population Growth
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Al-Monitor reported on 23 October that the Egyptian government is launching a series of projects and
campaigns to raise awareness about the country’s growing population and the negative impact it has on
available resources.
Egypt’s growing population has reached over 101 million, an increase of more than 7 million since the last
census in 2017, presenting a compelling problem for a country with limited resources. For decades, the
vast majority of Egypt’s population lived along the banks of the Nile River and the Nile Delta, a region that
makes up around 7% of the country’s total area of around 1 million square kilometers (386,000 square
miles).
According to the 2017 census of the Central Agency for Public Mobilization and Statistics (CAPMAS),
Egypt’s population was growing at a rate of approximately 2 million people per year. Official data showed
that Egypt’s population grew tenfold from 9.7 million to 100 million during the period 1897-2017. According
to CAPMAS, while the first doubling of Egypt’s population took over 50 years, the population almost doubled
again in 31 years, during the period 1986-2017, from 48.3 to 94.8 million, adding mounting pressure on
various aspects of sustainable development in the country.
In a ceremony organized by the Egyptian armed forces on 11 October, President Abdel Fattah al-Sisi called
on the media and universities to raise public awareness about the population growth in Egypt. Sisi said
Egypt’s population is forecast to increase to 194 million by 2050. “This will further worsen the feeling of
poverty among the citizens, requiring the state to double all the resources in order to cope with the
accelerating population growth,” Sisi warned. He continued, “Egypt is a country with a special topographical
nature. Although Egypt’s area amounts to 1 million square kilometers, not all the lands are fit for living.”
To help put a brake on the soaring birth rates in Egypt, the government launched in late September a family
planning campaign called “Two Is Enough,” to change the deep-rooted cultural traditions in high-fertility
governorates, where people view children as a vital labor source and insurance policy for old age. “This
campaign targets 1.2 million families in 10 governorates with a view to conveying the message that the
population growth derails the development gains,” Minister of Social Solidarity Nivine el-Qabbage said in a
TV interview on 12 October.
The minister said there are 1,200 health educators and 2,000 volunteers working on the ground to raise
community awareness about the problem. “The president has also pledged to support us with 7,000 extra
volunteers to help change the mindset about the high birth rates,” she said, adding that over 600,000 women
have so far benefited from the services of the health clinics, set up as part of the program, in cooperation
with the Health Ministry and nongovernmental organizations.
The Health Ministry has recently concluded a fourth phase of a family planning campaign called “Your Right
to Plan,” in cooperation with the United Nations Population Fund (UNFPA) to provide free family planning
services to Egyptian women. The campaign, which is funded by the European Union, aims to give access
to reproductive health services, raise community awareness and increase demand for family planning
services. Egyptian newspapers and TV talk shows have also given wide coverage to the overpopulation
problem, with a focus on the imbalance of the growing population and availability of services.
According to the UNFPA, Egypt’s fertility rate reached 3.1 in 2018. The country’s fertility levels have been
increasing since 2006, reaching its highest level in 2014 at 3.5 before it stabilized in 2017 to reach 3.4. The
Egypt Demographic and Health Survey of 2014 also showed that around 59% of married women in Egypt
are using contraception. Sahar al-Sunbati, secretary-general of the National Council for Childhood and
Motherhood, cited school dropout, early marriage and child labor as the main causes for the population
explosion in Egypt. “Many families — particularly in Upper Egypt and poor areas — take their children out
of school either to get them into the labor market or get them to marry,” Sunbati, the former head of the
Family Planning Sector at the Health Ministry, told Al-Monitor. “The deep-rooted traditions that favor boys
over girls are further hindering efforts to control the overpopulation.”
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Sunbati added, “Before 2011, the government used to handle the population growth as a problem that can
be solved through family planning only. This concept has now changed and the population growth is now
at the heart of the government plans to achieve sustainable development.”
Khalid al-Shafai, an economist and head of the Capital Center for Economic Studies, said the population
explosion was wasting any government effort to achieve sustainable development in Egypt. “Egypt receives
a new baby every 13.5 seconds, which adds new burdens on our resources that are already limited,” he
told Al-Monitor. “The government is trying hard to expand the cities and create new living areas in order to
absorb the rising population, provide housing and create new jobs for all graduates.” Shafai blamed the
media and religious discourses for the failure to bring overpopulation under control over the past years.
“The population growth turns into a blessing when it produces educated and trained labor — which will be
an addition to the country’s economy — but this is not the case in Egypt where a large portion of the
Egyptian labor are not well prepared to be enrolled in the labor market.” (Al-Monitor 23.10)
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GREECE: Greece 'BB-/B' Ratings Affirmed; Outlook Stable

On 23 October, 2020, S&P Global Ratings affirmed its 'BB-/B' long- and short-term sovereign credit ratings
on Greece. The outlook is stable.
Outlook
The stable outlook reflects our view that Greece's substantial fiscal policy buffers offset risks to its
creditworthiness emanating from the pandemic's adverse economic and budgetary implications.
Downside Scenario
We could lower the ratings if economic growth is significantly weaker than we expect, eroding the
government's fiscal buffers and resulting in significant deviation from our current budgetary projections.
Upside Scenario
We could raise our ratings on Greece if the impact of the pandemic on Greece's economic performance
subsides and the associated erosion in budgetary performance is reversed. We could also raise the ratings
in the context of continuous policy implementation oriented toward economic stability to address the
remaining structural challenges in the economy. In this scenario, nonperforming exposures (NPEs) in
Greece's impaired banking system would shrink significantly, which would, in our view, benefit the monetary
transmission.
Rationale
Our current assumption with respect to the evolution of the pandemic is that a vaccine or an effective
treatment will be widely available by mid-2021. In our current forecast, Greece's economy rebounds in
2021, accompanied by steady budgetary consolidation and government debt-to-GDP reduction over our
forecast horizon through 2022.
Greece's creditworthiness benefits from the government's significant fiscal buffers built over the past
several years, thanks to:




It's very strong budgetary performance;
Preservation of substantial liquidity reserves on the government's balance sheet; and
A favorable government debt structure.

We believe that the sovereign's funding position has been significantly reinforced during 2020 due to:
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In March, the European Central Bank's (ECB's) announcement of a waiver to include Greek
government bonds in its Pandemic Emergency Purchase Program (PEPP) and as collateral in the
ECB's repurchase operations; and
The July "Next Generation EU" (NGEU) agreement on the basis of which Greece is expected to
receive €32 billion (17% of 2019 GDP), of which €19.3 billion (10% of 2019 GDP) in grants.

While the former has resulted in significantly easier market access for government borrowing at relatively
low costs, the latter will in our view support and accelerate the economic recovery and, if used efficiently,
act as a catalyst for further structural economic improvements in the Greek economy.
In terms of maturity and average interest costs, Greece has one of the most advantageous debt profiles of
all the sovereigns we rate. The commercial portion of Greece's central government debt represents less
than 20% of total debt, or less than 40% of GDP. After a sharp increase in 2020, we project that Greece's
general government gross and net debt-to-GDP ratios will decline from 2021, aided by a recovery in nominal
GDP growth and budgetary consolidation.
The ratings are constrained by the country's high external and government debt and challenged monetary
transmission, given the large NPEs in the banking sector.
Institutional and economic profile: Greece is countering the recession with sizable fiscal buffers and
monetary policy measures




The pandemic and its implications for economic activity will, in our view, lead to a sharp downturn
this year, with GDP contracting by about 9% before rebounding in 2021.
Downside risk emanating from the evolution of the pandemic remains, especially in Greece's large
tourism sector, hence threatening the pace of economic recovery.
To counter the adverse economic effects of the pandemic, the government announced a sizable
fiscal package, helped by its substantial liquidity buffer, the NGEU agreement, as well as by the
ECB's waiver to include Greek government bonds in its PEPP.

We forecast the pandemic and its implications for economic activity will lead to GDP contracting by about
9% this year. The pandemic has constrained consumer spending and economic activity more generally,
despite early success in limiting contagion during the first wave. A U-shaped recovery of activity started,
following withdrawal of lockdown restrictions, with industrial production recovering in July 2020 to its 2019
level, while construction activity was up by 21.5% in first-half 2020 compared with first-half 2019. However,
downside risks to the pace of recovery persist, given the emergence of a second wave of infections in
Greece and its main trading partners and potential further government restrictions.
The recession in Greece has been spurred by contraction in all components of aggregate demand, given
the pandemic's simultaneous effect on external and domestic demand. In our forecast, we project that
investment and exports in particular will contract significantly this year, with a particularly adverse effect on
the country's important tourism sector. Current account travel receipts in 2019 represented almost 10% of
GDP and about 22% of the economy's total current account receipts. Given the major disruptions in
international travel, international arrivals at Greek airports fell by 74% year on year during January-August
2020, with current account travel receipts contracting by 86% year on year between January and July 2020.
In our forecast, we project that investment and especially exports will plummet this year, while increased
government consumption will not be able to offset the fall in private consumption, which shrunk in particular
during the second quarter because of lockdown measures.
To counter the adverse economic effects of the pandemic, and shield viable businesses and employees
from a temporary-but-severe liquidity shock, the government has announced a sizable fiscal package. It
includes:


Increased health-care spending related to the pandemic, including hiring of personnel and medical
supplies;
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Wage and loan subsidies and full coverage of social security contributions for employees and the
self-employed affected, as well as social transfers to vulnerable individuals;
Interest payment subsidies, a corporate tax cut (to 20% from 24%), loan guarantees and grants for
companies, a tax and social security contributions holiday for businesses, and rent payment
support for businesses; and
Value-added tax (VAT) cuts in tourism and transportation, as well as for products related to COVID19 protection.

The government- and EU-funded package of measures, to tackle the impact of the pandemic, as well as
the retroactive payment of pensions following the State Council ruling, and spending on the migration crisis
and natural disasters (fires), is currently estimated at about €24 billion (about 12.8% of 2019 GDP). The
government is considering additional temporary measures, subject to the evolution of the pandemic. In the
absence of such a fiscal response, Greece's GDP would fall considerably further, and solvent businesses
would be forced to liquidate, eroding the economy's productive base.
In support of the Eurozone's forceful fiscal response to the pandemic, the ECB has pushed back against
rate divergence within the monetary union by launching the PEPP. Since our most recent report on Greece
on 24 April 2020, the ECB has ramped up its response by increasing its pandemic emergency purchase
program to €1.35 trillion from €750 billion, or 11.3% of euro area GDP. It has also extended the purchases
until June 2021 and will reinvest them at least until the end of 2022, on top of asset purchase program
purchases this year of an estimated €360 billion, or 3.0% of GDP. Given the increase in government
borrowing needs, we believe that the ongoing expansion of the ECB's balance sheet is appropriately
oriented toward absorbing those needs at relatively low borrowing costs.
In this context, the ECB's decision to grant a waiver of the eligibility requirements for securities issued by
the Greek government was key for Greece. This indicates the ECB's direct participation in purchases of
Greek government debt for the first time since 2011 when the purchases of Greek bonds took place under
the ECB's Securities Markets Program. Moreover, since March, the ECB has been accepting Greek
government bonds as collateral in its repurchase operations, further boosting liquidity support to the banking
system.
We believe that the Greek economy will benefit substantially in the coming years from the available facilities
under the NGEU recovery and resilience fund. Under the agreement, Greece is set to receive grants of
€19.3 billion by 2026 and is eligible for loans of up to €12.7 billion, without taking into consideration loans
available via the SURE fund for employment support or the European Stability Mechanism's (ESM's)
pandemic credit line. We believe that if used efficiently, these funds could accelerate the structural shift in
the economy and will contribute to higher economic growth during our forecast horizon.
In 2021, we expect an economic rebound, the magnitude of which will hinge principally on the restoration
of tourism activity. Over the next three years, we expect Greece's economic growth will surpass the
Eurozone average, including in real GDP per capita terms. We also expect economic performance will
remain balanced, fueled mainly by domestic demand and exports, although we do not expect 2021 tourism
receipts will recover to 2019 levels. In this context, we expect a steady rise in private consumption amid
higher employment, following the decline in 2020. The government's fiscal measures included in the 2020
budget, such as the reduction of personal income tax for low-income earners, lowering of property tax and
revised schedule for paying tax arrears, should support households' disposable income.
Investment activity declined in 2020, driven by the pandemic and countermeasures and their impact on
demand and companies' profits, but is set to improve in 2021 alongside increasing net foreign direct
investment (FDI). Despite the economic recession, the government is sticking to its privatization program,
facilitating planned private-sector-led projects, such as redevelopment of the site where Athens
International Airport formerly stood. Assets to be privatized include a 30% stake of Athens International
Airport, a stake in Hellenic Petroleum, DEPA (the public gas corporation), concessions on the Egnatia
motorway and regional ports. Given the pandemic, progress on the privatization agenda has slowed, but
we expect it will accelerate in the coming months and in 2021.
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In our opinion, one of the keys to a faster economic recovery is a drop in banks' NPEs, which would spur
private-sector credit. We believe the positive impact of previous reforms, such as in product and services
markets, are unlikely to be displayed in recessionary or low-growth conditions. Without access to working
capital, the small and midsize enterprise sector - the economy's largest employer - remains in varying
degrees of distress. Private-sector default is still widespread, including on tax debt. The onset of recession
will further complicate efforts to reduce the large stock of NPEs, given its impact on corporate balance
sheets. In this context, the recently announced proposal on a new NPE-reduction facility by the Bank of
Greece is a step in the right direction and is expected to be deployed in 2021.
Greece still compares poorly with its peers, due to impediments to competition in its product and
professional services markets, relatively weak property rights, inefficient judiciary, and low predictability of
contract enforcement. Positively, labor reform by the previous administration, which could have
reintroduced national collective wage negotiations, was reversed last year and the government has recently
overhauled the insolvency framework. We view the government's recent reforms as geared toward
improving the economy's resilience with the recently adopted fiscal measures appropriately shielding
employment from the severe impact of the pandemic.
The government has been reforming the business environment, by reducing undue administrative burdens
(especially to speed up investment) and anticompetitive behavior, particularly in the services sector, as well
as by advancing digital transformation. We believe successful business-friendly reforms would likely
enhance macroeconomic outcomes and the sovereign's debt-servicing ability in the medium to long term.
The funds available under the NGEU agreement could act as a catalyst for such reforms.

Flexibility and performance profile: Strong budgetary performance interrupted by the pandemic




We now forecast a budget deficit of about 8.8% of GDP in 2020 and 3.8% of GDP in 2021.
We project that already large general government debt will temporarily increase in 2020, but the
government is facing the pandemic with a large cash buffer and a wide array of funding options
that don't jeopardize public finance sustainability.
The pandemic complicates banks' NPE reduction plans, although the recent framework proposed
by the Bank of Greece could support further improvements in NPE disposals.

The pandemic has interrupted Greece's recently established strong track record of exceeding budgetary
targets, after a large budgetary adjustment since the 2010 economic and financial crisis. As a result of the
government's discretionary budgetary measures and the impact of the recession on government revenue
and spending, we currently estimate a budget deficit in 2020 of 8.8% of GDP, compared with a surplus of
1.5% in 2019. This implies a primary deficit of nearly 6% of GDP. Greece's official creditors have waived
the previous agreed target of a 3.5% of GDP surplus for 2020.
Besides measures to mitigate the impact of COVID-19, the 2020 budget included a series of measures to
reduce the tax burden on the economy. In addition to a reduction in the property tax rate, the budget
decreased the basic personal income tax rate to 9% from 22%, corporate income tax rate to 24% from
28%, and dividend tax rate to 5% from 10%. It also suspended VAT on new buildings and the tax on
property capital gains for three years, and cut social security contributions by 5%age points by 2023, among
other measures. The government expects this tax relief will be offset by revenue and spending measures,
including combatting tax evasion via the enhancement of electronic transactions and revaluation of the
property tax base.
We expect 2021 budgetary performance will continue to be affected by the economic and budgetary
consequences of the pandemic, although the majority of the government's measures is planned to be
withdrawn, subject to the evolution of the pandemic. We expect the 2021 budget deficit will decline to about
3.8%, with the primary budget deficit forecast at 1.2% of GDP.
Sharp deterioration in the general government balance this year will lead to an increase in gross general
government debt to about 198% of GDP in 2020, from about 177% last year, before falling again in 2021.
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Net of cash buffers, we project net general government debt will increase in 2020 to about 183% of GDP-the highest among all sovereigns we rate--from about 157% of GDP in 2019, before declining thereafter.
Despite the significant worsening in budget balance and government debt in 2020, Greece entered the
pandemic with substantial fiscal buffers. This is evident in not only its underlying structural budget position,
estimated at a surplus of about 2% of GDP in 2019, but also in that Greece has at its disposal a substantial
liquidity reserve (estimated at about 20% of 2019 GDP), which dramatically reduces its borrowing needs.
Moreover, we expect the transfers of SMP/ANFA returns from the Eurosystem will continue, despite a
substantial deterioration in budgetary performance. In addition, the ECB's decisions on eligibility of Greek
government bonds for PEPP and as collateral in repurchase operations, are, in our view, key for Greece's
access to funding at affordable rates. Eased access to funding options in the context of the recent EU
agreements on i) a credit line from the ESM, ii) credit support from the European Investment Bank, iii)
reinsurance for national unemployment schemes, and iv) most importantly, grants and loans under the
NGEU represent substantial additional resources.
Despite the large size of Greece's debt, we estimate its debt-servicing costs averaged about 1.5% at yearend 2019, significantly lower than the average refinancing costs for the majority of sovereigns we rate in
the 'BB' category. The weighted average residual maturity of central government debt stood at 20.2 years
as of June 30, 2020. We expect this will result in further decline in the government's interest burden in the
future, despite the sizable increase in government debt due to the economic and budgetary impact of the
pandemic.
Greek banks have made progress in reducing their NPEs, totaling €59.7 billion in June 2020, down from
about €68 billion at the end of 2019 (excluding off-balance-sheet items) and almost halved from €107.2
billion in March 2016. The Greek authorities have launched an asset-protection scheme called Hercules,
which entails granting sovereign guarantees for senior tranches of proposed NPE securitizations to reduce
NPEs in the banking system. We believe such measures will help repair the monetary transmission
mechanism and hasten the economic recovery. However, as a result of the pandemic, we expect a reversal
in the positive trend on new NPE formation. We also believe that, in this environment, the recent
implementation of Hercules is also unlikely to speed up the expected pace of problematic asset disposal.
Liquidity in the banking system has improved over the past few years. Greek financial institutions retain
access to the ECB's long-term refinancing lines, while those Greek small and midsize enterprises most
exposed to the pandemic, particularly in tourism, have access to dedicated targeted longer-term refinancing
operations (TLTRO III) lines on highly accommodative terms. This should shield the Greek economy from
intense external liquidity pressures. Importantly, following the ECB's March 2020 decision, banks can
access regular ECB financing using Greek government bonds as collateral.
We project Greece's current account deficit will widen in 2020 to about 4.3% of GDP, due to lower tourism
and other export receipts, while the fall in imports, including due to the fall in oil prices, will cushion this
impact. Structural economic changes over recent years have put Greece's export sector into a position to
benefit from its increased competitiveness, which is in our view displayed in solid export performance of
goods. For example, in q2/20, exports of goods fell by only 3% with respect to the same period in 2019.
In a broader perspective, labor cost competitiveness has improved to the level before 2000, and external
demand has risen. Consequently, the share of exported goods and services (excluding shipping services)
has almost doubled, compared with 19% of GDP in 2009. Once the threat of COVID-19 has abated,
Greece's market shares in global trade could grow further in the medium term.
Moreover, despite the pandemic, FDI inflows have been solid so far this year, representing half of 2019
inflows in first-half 2020. We believe that the large grants emanating from the NGEU agreement will benefit
balance of payments developments during 2021-2026. (S&P 23.10)
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The Fortnightly newsletter is a free service of Atid, EDI. We are a team of economic and trade
development consultants, headquartered in Jerusalem, but active throughout the region and beyond. EDI
works with an international clientele interested in identifying and researching business opportunities in the
region. We also serve as the regional representative offices for a number of U.S. states and bilateral
Chambers of Commerce, as well as European clients.
EDI's other services include development of feasibility studies and tailored research reports, as well as
identification of potential joint ventures for commercial clients. For more information on how we may better
assist you, please visit our Web site at: http:// www.atid-edi.com.
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