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Immediate Report Regarding Rating of Debentures/Rating of Corporation or Withdrawal of Rating

On January 19, 2023, Other Standard & Poor’s published:
® An updated rating report/notice

O A withdrawal of rating notice

1. Rating report or notice

M Rating of Corporation: Other Standard & Poor’s Rating BBB+ positive
Comments/Nature of the Notice: Rating affirmation

Rating history during the three years prior to the rating/notice date:

Date Subject of Rating Rating Comments/Nature
of the Notice

02/11/2022  Israel Discount Bank Ltd. Other Standard & Poor’s BBB+  Rating affirmation
positive

20/01/2022  Israel Discount Bank Ltd. Other Standard & Poor’s BBB+  Outlook/Forecast
positive upgrade

23/01/2021  Israel Discount Bank Ltd. Other Standard & Poor’s BBB+  Rating affirmation
stable

07/05/2020  Israel Discount Bank Ltd. Other Standard & Poor’s BBB+ = Outlook/forecast
stable downgrade

O Rating of debentures of the Corporation

Name and Class Stock Rating Current Comments/Nature of the
of Security Exchange Company Rating Notice
Security
Registration
Number

Rating history during the three years prior to the rating/notice date:

Name and Class Stock Date Class of Rating Comments/Nature of
of Security Exchange Security the Notice
Security Being
Registration Rated
Number

S&P Global’s rating report is attached



2.0n , announced that the rating for ... had been
withdrawn.

Details of signatories authorized to sign in the name of the Corporation:
Name of Signatory Position

1  Barak Nardi Other
Executive Vice President, Head of Planning,
Strategy, Finance and Holdings Division

2 | Assaf Pasternak Other
Executive Vice President, Head of Financial
Markets Division

Reference numbers of previous documents relating to this topic (their mention does not constitute their inclusion
by way of reference):

The securities of the Corporation are listed for trade on the Tel Aviv Stock Exchange Date of updating structure of form: 29/12/2022
Abbreviated name: Discount

Address: 23 Yehuda Halevi St., Tel Aviv 6513601, Israel Tel: 972-3-9439111; Fax: 972-3-5171674

Email: michal.sd@dbank.co.il

Prior names of the reporting entity:

Name of person making electronic report: Tenne, Ayelet Position: Lawyer, General Secretary Name of Employing Company:
Address: 23 Yehuda Halevi St., Tel Aviv 6513601, Israel Tel: +972-76-8058862; Fax: +972-3-5171674
Email: ayelet.tenne@dbank.co.il

Israel Discount Bank's Immediate Reports are published in Hebrew on the website of the Israel Securities
Authority and the Tel Aviv Stock Exchange.

The English translation is prepared for convenience purposes only.

In the case of any discrepancy between the English and Hebrew versions, the Hebrew will prevail.
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Pesea rch Update:

Israel Discount Bank And IDB NY Affirmed At 'BBB+'
On Improved Earnings Countering Risks; Outlooks
Still Positive

January 18, 2023

Owverview
PRIMARY CREDIT AMALYST

- Improving efficiency, a strengthened business franchise, and recent interest rate increases will

Fiarmo Hollegien
support lsrasl Discount Bank Ltd.'s (IDB's) earnings and capital build-up. Farks
- Mevertheless, deteriorating economic conditions and IDB's recent rapid lending growth could + 23 A IOR M
undermine eamings and improvements in its capital base. ::ﬁﬂ
- Woetherefore affirmed our 'BEB+/A-2' ratings on IDE and our 'BBE+' rating on its core SECONDARY CONTACTE
subsidiary lsrael Discount Bank of New Yaork. Ragina Arganis
Milan

- The poaitive outlooks indicate the possibility of an wpgrade over the next two years if IDB

generates healthy earnings through the cycle and strengthens its capitzslization. +EEEINIE

ragina.srganis

@apglobal.com

Matan Banjamin
Rating Action FAMAT-GAN

+ §72 3 TE2E700
On.Jan. 19, 2023, S&P Global Ratings affirmed its 'BEE4’ long-term and "A-2" short-term isauer matan. banjamin
credit ratings on lzrasl Discount Bank Ltd. (IDE). At the same time, we affirmed our 'BEB+' Bapgloba.zom

long-term issuer credit rating on its core LS. subsidiary Israel Discount Bank of New York (IDB
WY). The outlooks on bath long-term ratings ane still positive.

Rationale

The affirmations reflect our view that IDB's earnings capacity has improved on the back of
effective management and rising interest rates. Thanks to tight cost mansgement and
reduction in staff and branches, IDB has brought its efficiency closer to that of peers. IDB's
cost-to-income ratio dropped to 56% at end-September 2022 from 67% at end- 2020, and its cost
to average asaets declined to 1.86% from 2.41% at the same dates. These improvements,
complemented by a growing businesa, rising interest rates, and inflation--abouwt 8% of 108's
asgats are linked to the consumer price index--enhanced rewenues in 2022 We estimate that
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Research Update: lsrasl Discount Bank And IDB NY Affirmed At 'BRE+' On lmproved Eamings Countering Risks; Outlooks Still Positive

108's 2022 return on equity will stand aroumd 13.2%, versus 9.0%-9.5% prior to the pandemic,
then slow to 11.5%-11.0% in 2023-2024. Thesse ratios suggest that D8 iz on track to mesting its
2025 profitability and cost-focused financial targets, which the bank shared with investors at
end-2021.

At the same time, the current economic slowdown will likely spur volatility in IDB"s capital
base. Although economic turbulence is more pronounced in Eurape, lsrael faces slowing growth
and tightening monetary policy. We believe IDB enters this downturn with strong credit quality. We
note the bank's low nonperforming exposures (WPEs) ratio at 1.1% and high NPE coverage at
118% 2= of end-September 2022, sccording to our caleulations, as well as & sound eamings
buffers. Howsver, in line with that of pears, IDE's loan portfolio is skewed toward construction and
real estate (abowt 18% of the bank's credit exposure) and consumer financing, and we see these
sctivities as highly sensitive to domestic economic developments. We expect IBD's clients
operating in thess cyclical sactors will feel increased stress that sets off higher credit Losses.
Consaguently, we believe that higher NPEs and credit losses could weigh on the bank's bottom
line and hinder capital build-wp.

As aresult, we forecast IDB%s risk-adjusted capital (RAC) ratio will improve to close to 10.0% by
end 2024 from 8.4% at end-2021. |n our view, stronger earmings will steady vigorous lending
growth and rising credit losses. Additionslly, the bank is rebalancing its portfolio toward the less
risky martgage and medium corporate segments, and this should benefit the RAC ratio.

Our base-case assumptions for IDB include:

Loan book growth moderating to 5%-7% in 2023 and 2024 since higher rates and inflation will
constrain households and corporates.

Increasing interest margins of 3.0%, before deposits repricing and higher funding costs lower
the interest marging to 2.8%-2 9% by end-2024.

An increase of about 3% on average in noninterest expenseas in 2023 and 2024,

Higher impairment charges as a percentage of average loans, averaging 45-50 basis points
(bps) over 2023-2024 from 22 bps in 2022,

Dividend payout of about 20% in 2022 them rising to 30% in 2023 and 2024, in line with IDB's
internal limit.

Outlook

The positive cutlook on 108 and IDE NY reflects the possibility of an upgrade over the next two
years due to stronger capital and earnings.

Upside scenario

An upgrade will hinge on continued positive performance of the bank's operstional efficiency, cost
of righ, and prafitability amid a deteriorating environment. Specifically, an upgrads would stem
from a sustainabls improvement in IDB's eamings capability and indications that the RAC ratic will
stay at or above 1006,
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Research Updats: [sroel Discount Bank And IDB NY Affirmed At 'BBE+' On lmproved Earnings Countering Risks; Qutlooks Still Positive

Downgide scenario

‘We could revise the outlook to stable if the bank's earnings deteriorated. thereby weakening
capitalization and restraining the RAC ratio meamingfully below 10%. This could ocour if the pace
of loan growth or cost of risk exceeded our projections, or if dividend payouts were to the
detriment of internal capital generation.

Ratings Score Snapshot
ssuar Craglt Rating BEB+/Fositivaia-2
SACP bbb
Arachior bbb
Businass position Apacuata ()
Capital and carnings Apacuate ()
Rk position Modaratai-1]
Funding and liquidity Adgquate and adacuate (0]

Comparatbs ratings analysis  Adeouata

Support +1
ALAC support o
GRE support o
Groun support o
Sovaraign support +1

Additional factors o

GALP. . Hlars alons s preliE.

ESG credit indicators: E-2, 5-2, G-2

Related Criteria

- General Criteria: Hybrid Capital: Methodology And Assumptions, March 2, 2022

- Criteria | Financial Institutions | General: Financial Institutions Rating Methodology. Dec. 8,
2021

- Criteria | Financial Institutions | Banks: Banking Industry Country Risk Assessment
dethodology And Assumptions, Dec. 9, 2021

- General Criteria: Enviranmental, Social, And Governance Principles In Credit Ratings, Oct_ 10,
2021

- General Criteria: Growp Rating Methodology, July 1. 2018
- General Criteria: Methodology For Mational And Regional Scale Credit Ratings. June 25, 2018

- Criteria | Financial Institutions | General: Risk-Adjusted Capital Framework Methodology, July
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20,207
General Criteria: Methodology For Linking Long-Term And Short-Termn Ratinga, April 7, 2017
General Criteria: Principles OF Credit Ratings, Feb. 16, 2011

Related Research
Full Analysis: lsrael Discount Bank Ltd., Moy, 2, 2022
Banking Industry Country Risk Assesement: larasl, Oct. 18, 2022

lzrael Discownt Bank, 108 WY Outlooks Revised To Positive On Resilient Risk Profile, Capital
Buffers; Ratings Affirmed, Jan. 20, 2022

Ratings List

[Ratings Affinmed
lwranl Discownt Bank Lid.

Issuar Credit Rating BEE+ Fosiivers-2

llzraal Discownt Bank of Naw York

Issuar Cracit Rating  BBES+/Fositivas--

Cartan terms usad In this report, particularty certaen adjaciises wsad To axprass our viaw on rcing releant factors,
hawse specific masnings ascrined to tham in cwr criteria, and should trerafore be rasd in oonjunction vitth sucn
oriterin. Flanss see Ratings Critera at wwes Siancardandpoors com for further information. A casoription of aach of
E&F Global Ratings” rating categories s contained In “S&F Giobal Aatings Definitions® at

hitms: e Standarsandnocns . oomyen_ LS A/ guest/articla - it nourcald /G036 2 Complata ratings
Information s avalabla to subscribaers of RatingsDirect at www.captalig.com. Al ratings affacted by this rating
action oan ba found on S&P Global Ratings' public wabsiba ot www_stancardandpors.oom. Use the Aotings saarch
box kocatad in tha laf column. Alarnaivaly, call ona of tha following S& P Global Ratings numbars: Cllent Support
Europa (48] 20-T176-71 76 London Fress Offics [44] 20-7176-3606; Paris (33) 1-442 0-6706; Frankfurt (28)
B5-33-599-275; or Stockholm (46] 8-540-5314
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Capyright @ 2073 by Standard & Poor™s Financial Servioes LLC. Al rights resersed.

Ma content (including ratings, credit-related analyses and data, valuations, model, software or other application or cutput therefrom) or any
part thereaf {Content) may be modified, reverse engineered, reproduced or distributed in army form by any meaans, or stored in a divtabase or
ratrieval system, without the prior written permission of Standard & Poar's Financial Servioes LLC orits affiliates (collectively, 5&P). The
Cartertt shall not be used For any unlawful or unauthorized purposes. SEP and any third-party prowiders, as well as their directors, officers,
sharsholders, employsss or agents (collectively S&P Parties) do not guarantes the accuracy, completeness, timeliness or availability of the
Cartertt, S&P Parties are not responsible for any errars or omissions {negligent or otherwise), regardless of the cause, for the results
abtained fram the use of the Cartent, or for the sscurity ar mainterance of any data input by the ussr, The Content is provided on an “as is”
basis. SEP PARTIES DISCLAIM ANY AMD ALL EXPRESS CR IMPLIED WARRANTIES, INCLUDIMG, BUT MOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITMESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, S0FTWARE ERRORS OR DEFECTS, THAT
THE CONTENT 'S FURCTIONIMG WILL BE UNINTERRLUPTED OR THAT THE CONTENT WILL DPERATE WITH ANY SOFTWARE OR HARD'WARE
DONFIGURATION. In no event shall S&P Parties be linble to any party for any direct, indirect, incidental, exemplary, compensatary, punitive,
special or conseguential damages, costs, expenses, legel fees, or losses (including, without Limitatian, lost income or lost profits and
appartunity casts or ksses caused by negligence] in conmection with any use of the Content even if advised of the pessibility of such
damages.

Credit-related and ather analyses, including ratings, and statements in the Comtent are statemeants of opinion as af the date they are
axprassed and not staterments of fact. 5&P's apinions, analyses and rating acknowledgrent decisions (described below) are nat
recommendations to purchase, hold, or sell any securities or to make ary imestment decisions, and do nat address the suitability of any
security. &P assumes no obligation to update the Cartent follawing publicatian in any form ar format. The Content should not be relied on
and is not a substitute far the skill, judgment and experience of the user, its managemant, amployses, advigars and/for clients when making
investment and ather business decisions. SEP does not act as a fiduciary or an irnestrment advisor exoept where registered as such. While
SEP has abtained information from sources it believes to be reliable, 58P does not perform an audit and undertakes no duty of due
diligence ar independent verification of any infarmation it recehwes. Rating-related publications may be publisbed for a variety of reasons
that are not necessarily dependent on action by rating committess, including, but nat limited ta, the publication of a periedic update ona
aredit rating and related anshmses.

To the extent that regulatary suthorities allow a rating agency to acknowledge in ane jurisdiction a rating isswed in anatber jurisdiction far
certain regulatory punpases, S&P reserves the rfight to assign, withdraw or suspend such acknowledgment at any time and in its sole
dimeretion. SEP Parties disclaim amy duty whatsoever arising cut of the sssignment, withdrawal or suspension of an scknowlsdgmant as
wall as any liability for any damage alleged to have been suffered an account thereof.

SEP keeps cartain activities of its business units separate from each ather in arder to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P may have information that is nat available to other S&P business units. S&P
has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with each
analytical process,

SEP may recshee compansation for its ratings and certain snalyses, narmally from issuers or underwriters af securities or fram abligars.
SEP reserves the right to disserninate its opinions and analyses. 5&P's public ratings and analyses are made available on its Wists sites,
ware standardandpoors.com (free of charge], and www.ratingsdirect.com (Subscription], and may be distributed through other means,
including via 3&P publications and third-party redist ributors. Additional information about our ratings fees is available at

wearn standardandpoors comyusratingsfess.

STANDERD & POOR'S, 5&F and RATINGEDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.
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