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Att:
Minister of Finance Avigdor
Lieberman
Ministry of Finance

Att:
MK Alex Kushnir Finance
Committee, Chair
Knesset

From the
Chairwoman’s Desk
Shalom,

31 March 2022 I 28 Nissan 5782

Re: Report of the Activities of the Israel Securities Authority in the Year 2021
I respectfully submit to you the Report of the
Activities of the Israel Securities Authority
in 2021.
Like many countries in the developed and
developing world, in 2021 Israel continued its
efforts to deal with the global pandemic, the
Covid-19 virus. At the same time that various
sectors of the economy experienced financial
hardships, several factors fueled an expansion
of capital market activities, both worldwide
and in Israel, and contributed to a surge in the
markets that began in late 2020. The events
of this period highlighted the important role
of public capital markets as the primary
markets for financing economic activity and
facilitating recovery from economic crises.
In 2021, we saw continued single-digit growth
in the number of new companies that joined
Israel’s capital market. In the past year, 94 new
companies conducted an IPO on the TASE, and
the total capital raised in all IPOs on the TASE
in 2021 was NIS 10.5 billion. More than half
(55%) of the newly listed companies on the
TASE are technology companies that went
public. The technology sector constitutes a
growing share of the capital market and is
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currently the largest sector trading on the
TASE, accounting for approx. 23% of the total
market capitalization, exceeding sectors such
as real estate (22%) and finance (20%). This
stable trend, which we expect to continue in
2022 and beyond, shows that the ISA’s efforts
to strengthen and expand the capital public
market are effective, thanks to several factors,
including new ties between the capital
market and Israel’s high-tech sector. Today,
an increasing number of Israeli companies
consider the TASE the relevant market for
capital raising.
At the same time, retail investors also
increased their involvement in the capital
market activities, and evidence points to
a significant increase in the number of
securities accounts held by non-bank TASE
members: Over 81,000 new accounts were
opened in the past two years.
In 2019, the ISA published its strategic plan
for 2019-2022, which was grounded in the
conviction that development of Israel’s public
capital market is an important component
of the country’s national strategic interests.
An active capital market is essential for
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sustaining economic activity, and it serves as
a driver for growth, employment, competition,
and controlling the cost of living. The ISA’s
strategic plan aims to promote the interests of
retail investors by maintaining a fair, efficient,
diversified, innovative, and competitive
capital market, so that the capital market can
realize its potential on behalf of the country’s
economy and its citizens.
The ISA’s actions within its strategic plan are
based on four guiding principles:
maintaining a fair market, strengthening
and expanding the public capital market,
promoting innovation and technology in the
capital market, and increasing competition in
the capital market.
These principles are designed to advance
the Israeli capital market and develop it into
a strong, advanced, competitive market that
serves and contributes to Israel’s economic
growth. To this end, the ISA announced its
intentions to: (a) remove barriers and adjust
regulation, (b) adopt a global regulatory
approach, (c) encourage the launch of new
investment products, (d) integrate innovations
and new technological tools into the ISA’s
work and the work of its supervised entities,
and (e) lead an enforcement policy that
strengthens public trust and companies’ trust
in the capital market.
Many of the actions taken by the ISA in this
period have been fruitful. One of the key
statistics that supports this claim is the
number of IPOs. As noted above, this figure is
unprecedented in recent decades.
Alongside its actions to develop and increase
the efficiency of the capital market, the ISA
continues to perform its supervisory and
enforcement roles. The ISA continuously
monitors developments in the market, with
special attention to the new challenges
created by the increase in market activity,
which is evident on multiple levels including
the number of companies, and the diversity of
market actors, sectors, and new products. In
202,1 the ISA’s efforts were designed to strike
a balance between expanding companies’

opportunities to raise money from the public,
and protecting investors’ interests in all
stages of the capital raising process. To this
end, the ISA strengthens the mechanisms
that protect investors wherever such
reinforcement is required.
Below is a brief summary of the Israel’s main
activities in 2021, according to the four goal of
its strategic plan:

Maintaining a fair capital market
In addition to its ongoing supervision and
oversight of the activities of its supervised
entities, the ISA employed its available
enforcement tools to maintain a fair market
and fair trading.
In 2021, several enforcement actions were
concluded, with sentences that include
significant penalties: 10 years’ imprisonment
(in the Bramli case), 5 years’ imprisonment (in
the Tapiro case) and 34 months’ imprisonment
(in the Motola case). Several significant
indictments were also filed (for example
an indictment against Daniel Birenboim for
insider trading).
The ISA encourages its supervised
entities to implement and assimilate
an internal enforcement culture of their
own by expanding its own enforcement
considerations to include the criterion of
an internal culture of enforcement, and by
conducting seminars and workshops for them
on this topic.
The ISA also took action against ventures
that sought to raise capital from the public
contrary to regulatory requirements, and
against offenses and violations in new,
unprecedented areas such a cryptocurrencies.
Related to this is the importance that the
ISA attributes to public financial education.
In addition to its work to promote financial
literature through digital media, the ISA
launched a new website that brings relevant
information to the public, and showcases
efforts to raise the public’s awareness of
investment risks, warns the public of the
risks of investing in unsupervised investment
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ventures, and helps the public acquire tools
for informed, responsible financial conduct.

Strengthening and expanding the public
capital market
Statistics for the year 2021 show that the
ISA’s efforts to expand the public capital
market were effective, and together with
global trends led to significant expansion
of Israel’s public capital market. In 2021, the
ISA persisted in its efforts to strengthen and
expand the public capital market through
various means, such as adoption of advanced
standards and removal of market barriers, in
order to ensure that Israel’s capital market is
on par with other advanced capital markets
in the world. ISA efforts also included a
voluntary ESG reporting program (in 2021,
approx. 41 companies published an ESG
report, and of these, 24 did so for the first
time), a voluntary English language reporting
program, and efforts to promote adoption of
IXBRL in financial reporting.
In 2021, I established Forum +35 to promote
gender diversity in the boards of supervised
entities, mutual fund managers, and portfolio
managers. We set a goal - increasing
gender diversity in the capital market in
the forthcoming year. A positive shift in this
direction in the capital market is already
evident. The TASE is also considering whether
to take gender diversity into account in
weighting its major indexes. The TASE
additionally established a new index (Israel
Women Leadership Index) that comprises
companies whose boards comprise more
than 35% women directors, in line with the
Forum’s goals. Such efforts demonstrate the
financial potential in promoting this goal, in
addition to other merits of diversity. More than
300 companies, organizations, and individuals
have joined the Forum to kick-start the
required change, without establishing a
regulatory requirement in law.
These, as well as other activities promoted by
the ISA, reflect the ISA’s policy of promoting
the adoption of the most progressive
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standards in the capital market to ensure
that Israel’s capital market is aligned with
the world’s leading markets, in view of the
potential benefits for the Israeli economy.

Increasing competition in the capital
market
Israel’s capital market is characterized by a
high degree of concentration of financial and
public capital management services, as the
findings of a study published by the ISA in
December 2020 clearly show. This situation
requires change, as healthy competition
increases efficient resource allocation in
the economy and can improve the quality of
services and products available to the public
in general, and to retail investors specifically.
The ISA’s takes steps to promote competition
in order to increase the capital market’s
efficiency, increase the public’s access to
the capital market, and transform it into an
attractive target for global investors, and does
so by promoting several important issues
including the open finance reform described
below.
The ISA is also working on an arrangement
that will, for the first time, allow non-bank
TASE members to remotely open accounts
for customers without meeting them in
person, even when the customer’s account
will not operate in a closed system. This
initiative is part of the efforts to implement
the recommendations of the Joint Team of
the Competition Authority and the ISA to
Encourage Competition in the Brokerage
Market, and its completion is expected in the
next several weeks.

Promoting technological innovation in
the capital market
In addition to its goal of developing Israel’s
capital market, the ISA aims to increase
competition in the financial sector by
promoting technological innovation, in view
of its significant benefits for the Israeli public.
The ISA is leading the open finance reform,
which is expected to be the most important
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consumer reform in Israel’s financial system
in the next several years, and is part of the
efforts to implement the Strum reform.
Together with the open banking reform,
the open finance reform is expected to
fundamentally transform the consumption
patterns of financial services, and will return
the power to consumers, who will benefit
from a large range of customizable financial
services. Implementation of this reform is
expected to create a “Big Bang” effect that
will transform the financial system from
now onwards.
According to the Law, the ISA will issue
licenses to service providers, permitting
them to offer innovative digital solutions for
comparing the costs of financial services. This
move is expected to trigger the development
of novel financial products and services that
will help consumers in their financial conduct,
improve consumers’ welfare, increase the
ease of doing business in Israel — especially
for small and medium-sized businesses —
and promote the inclusion of financial actors
that are excluded from participation in the
capital market due to its current structure.
In time, this reform is expected to increase
competition in the traditional banking system
and reduce the costs of financial services.
Within the efforts to complete the reform,
a Memorandum of Law on Regulation of
Payment Services was published in early
2022, designed to regulate the licensing and
supervision of new payment service providers.
These days, with the possibility of submitting
applications for a license to offer account
information to the public, marks a new era for
the Israeli public.
Another significant issue that the ISA
addressed in 2021 was digital assets. In
recent years, alternative markets for new
products based on new technologies, such
as digital assets, have developed in Israel
and around the world. This field offers many
opportunities as well as significant risks. The
ISA has closely tracked the developments in
the field of digital assets in recent years, in

order to gain in-depth understanding of and
familiarity with all aspects of this field. The
ISA also presented its position to the Ministry
of Finance officials who are studying this
field. In the ISA’s view, a regulatory framework
should be established to support the
gradual introduction of supervised activities
involving digital assets, in line with market
developments, in which offers of digital
assets or related services to the public would
be regulated by the ISA.
The year 2022 will be the fourth year of the
ISA’s implementation of its strategic plan,
and the ISA intends to continue to pursue
the actions that the strategic plan dictates.
The ISA expects that additional projects will
be completed or attain advanced stages of
maturation in 2022.
At this opportunity I wish to extend my
thanks to all the individuals that support
the ISA’s efforts to promote and develop the
capital market, and especially the Minister of
Finance and his team, the Chair of the Finance
Committee, the teams in the government
ministries with which we partner, especially
the Ministry of Finance, the Ministry of
Justice, the Bank of Israel and the Banking
Supervision Department, the Authority of
Capital Market Insurance and Savings, the
Competition Authority, and the Anti-Money
Laundering Authority. This report reflects
the prolific, dedicated efforts and significant
achievements of the ISA, which were made
by all the dedicated ISA employees who are
committed to public service.
I am confident that the efforts we have
completed and those underway will make a
significant contribution to the development
and increased efficiency of the financial
market, and will generate benefits for the
Israeli public and Israel’s economy.

Anat Guetta,
ISA chairwoman
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Highlights
of the ISA’s
Activities in
2021
Below is a summary of
ISA’s main activities in 2021,
according to the four goals
defined in its strategic plan
for 2019-2022.
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Highlights of the ISA’s Activities in 2021

First Goal Maintaining a Fair
Capital Market

First Goal - Maintaining a Fair Capital Market

Establishing a safe, reliable, and fair capital
market environment is one of the ISA’s key
goals. Participation of both Israeli and foreign
private and institutional investors in the capital
market is contingent on a fair and orderly market
that participants find trustworthy and reliable.
A fair capital market is one in which participants
believe that the ability to earn a return on one’s
investments is not reserved for “insiders.”
Accordingly, the ISA takes action to maintain
the fairness of the capital market by effectively
implementing the regulatory, supervisory, and
enforcement tools at its disposal.

Following are the ISA’s main regulation and
supervision activities to promote this goal in the
reporting year. For a review of ISA’s enforcement
activities please see original Hebrew report.
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Establishment of Forum +35 an publication
of databases and analyses of gender
diversity in corporate boards of public firms,
mutual fund management companies, and
major portfolio management companies.

1   Directors Report - Databases. Available on the ISA website.
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Board composition at end 2020

Reporting
corporations

Mutual fund
management
companies (above
NIS 5 billion)

Major
portfolio
investment
companies

No. of companies

473

11

18

No. of reporting corporations and
companies with more than 35% female
directors and at least 4 directors

75

0

7

Percentage of reporting corporations
and companies with more than 35%
female directors and at least 4 directors

16%

0%

39%

According to figures for 2020, women account for more than 35% of the boards in only 75 of the 473
reporting corporations (16%).2 Despite the increase in women’s presence in key positions and as
corporate directors in recent years, greater awareness of the need for gender diversity is needed.

Mean percentage of female directors in the board of supervised entities, 2010-2020

Portfolio management
companies

Mutual fund
management companies

Publicly traded
companies

Findings show that in 2010 only the boards of the reporting corporations comprises only 18% female
directors. One decade later, in 2020, this percentage rose to 24%, reflecting a mean annual increase of
3% in the number of female directors serving in the boards of reporting corporations. Female directors
constitute approx. 23% of the boards of mutual fund management companies on average, compared
with 33% in major portfolio management companies.3

2   The data refer to reporting corporations and companies that are not dual-listed companies and whose boards have
at least 4 directors.
3   Gender Diversity in Boards of Directors of Listed Companies, Mutual Fund Management Companies, and LargeScale Investment Portfolio Management Companies (October 2021). Available on the ISA website.
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The ISA is committed to create diversity, and
specifically gender diversity, in corporate
boards and to incorporate diversity within
corporate governance rules of reporting
corporations, mutual fund managers, and
investment portfolio management firms
supervised by the ISA.
In the past two years, the department
of Research, Development and Strategic
Economic Consulting updated databases that
contained detailed statistical information
on corporate board composition in the
supervised entities between
2010 and 2020. These
databases are available
to the public.1 Based on
an empirical analysis, ISA
Chairwoman established
Forum +35 in October 2021 to
promote gender balance in
the boards of the reporting
corporations, mutual funds,
and portfolio management
firms supervised by the
ISA. Forum members
will include relevant
representatives from the public, private,
and NGO sectors, who will offer a broad
perspective on this issue, grounded in the real
lives of the reporting corporations, and will
build an effective toolbox for achieving this
goal. The forum will also include voluntary
representatives of reporting corporations,
mutual fund management firms, and portfolio
management firms that are supervised by the
ISA and whose boards have at least 35%

female directors. These representatives
will spearhead efforts to gain the support
of the remaining corporations, and work
together to encourage and increase
women’s representation on the boards of
the supervised entities. The ISA invites all
supervised corporations and firms that wish
to improve their gender balance and increase
their gender balance to join Forum +35.
The assumption underlying the
establishment of Forum +35 is that genuine,
deep change will come from actions to
improve gender diversity in the capital market
initiated by corporations and managers in
key positions.
Participation in the forum is voluntary and
will have no effect on the regulation or
requirements applicable to the participating
reporting corporations.
The ISA is committed
to create diversity, and
specifically gender diversity,
in corporate boards and to
incorporate diversity within
corporate governance rules
of reporting corporations,
mutual fund managers,
and investment portfolio
management firms
supervised by the ISA. This
position aligns with the
leading trend in recent
years to incorporate ESG principles in the
business activities of companies, based on
the understanding that such activities offer
benefits for corporations and a response to
investors’ demands.
The ISA will to take action to ensure that
women will comprise more than 35% of the
boards of at least 30%
of all the entities supervised by the ISA by
end 2023.

Status of gender diversity in corporations and companies in whose boards which female
directors account for more than 35% of all directors

Highlights of the ISA’s Activities in 2021

Regulation and Supervision
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Inspections
Inspections are one of several means of
supervision used by ISA departments
performing their duties. Inspections
supplement the activities of the supervisory
departments and allow an in-depth
examination of supervised entities’

Offering foreign fund units in
Israel
The Joint Investments Law provides that
foreign funds that meet the requirements
defined in the Regulations of Joint
Investments in Trust (Offering of Foreign Fund
Units) 5776-2016, and that received approval
of the ISA, may offer their units to the public
in Israel.
Today, the condition for listing foreign funds
(typically ETFs) on a stock exchange in Israel
is based on an arrangement in the Securities
Law concerning listing on a stock exchange
in Israel of corporations traded on stock
exchanges listed in the Schedules Two and
Three of the Securities Law.
Reliance of traded foreign funds on the dual
listing arrangement in the Securities Law
creates two problems: On the one hand, the
lists of stock exchanges may include stock
exchanges that are not suitable for an

arrangement for foreign funds, and on the
other hand, stock exchanges that are suitable
for such an arrangement may be absent
from these lists. A proposed amendment will
define a list of recognized stock exchanges
for the purpose of listing ETFs on the TASE,
irrespective of the definition of the stock
exchange overseas, and will be based on
various quantitative parameters such as
trading volume, number of traded funds, and
asset value in each stock exchange, and on
the relevant laws that apply to foreign funds
and on prior familiarity with the relevant
regulator of each stock exchange. This
amendment will add flexibility and allow
changes in the list of stock exchanges that are
relevant for listing foreign funds for trading
on stock exchanges in Israel, as these stock
exchanges may vary.
The amendment was approved by the ISA
Plenary and is pending for legislative drafting.

4   FATF is an international task force whose goal is to develop and promote policy to combat money laundering and
terror financing.
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FATF completed its mutual evaluation
report of Israel of Israel in October 2018.4 On
December 10, 2018, the FATF Plenary invited
Israel to become a full member in the
organization. Israel is subject to monitoring
by FATF and is required to submit a progress
report regarding the deficiencies found in
the evaluation. A discussion of the progress
report is expected to be held in FATF Plenary
in June 2022. In 2021, the ISA worked with other
regulators to rectify the deficiencies and
submit the progress report.

compliance with the law and regulatory
rules that apply to them. Inspections are also
used by the ISA to increase deterrence and
compliance, and allow the ISA to conduct
thorough studies of supervised entities’
conduct in specific areas or issues, and to
publish positions to guide the market on
best practices.
In 2021, the Inspections and Examinations
Department, jointly with the ISA supervisory
departments, conducts audits of reporting
corporations, issue underwriters, offering
coordinators, investment portfolio managers,
trading platforms for their own account,
and ETF managers and market makers. In
addition to inspections that evaluated the
supervised entities’ compliance with the law
and corporate governance norms, inspections
also examined how the supervised entities
cope with cyber risks and other technological
challenges that emerged as a result of the
covid-19 crisis. Reports of several of these
inspections have been or will be published
or will constitute the basis for market
guidance reports.

Highlights of the ISA’s Activities in 2021

Implementation of the
Findings of FATF Evaluation and
Preparations for Monitoring

Enhancing The Market to Drive the Economy
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Highlights of the ISA’s Activities in 2021

Second Goal Enhancing the Public
Capital Market

Second Goal - Enhancing the Public Capital Market

The ISA dedicates efforts to develop and
increase the efficient of the public capital
market on behalf of investors, to whom the
capital market offers unique advantages as
an investment and savings vehicle, and on
behalf of the business sector, for which is
serves as a source of financing. Statistics from
2021 indicates that the ISA’s efforts to expand
the public capital market yielded favorable
outcomes and together with global trends, led
to a significant expansion of the public capital
market in Israel.

In the reporting year, the ISA took the following
actions to promote this goal:
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SPACs
•
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In 2021, several companies applied to the ISA
to publish a prospectus of a special purpose
acquisition company (SPAC). In this IPO model,
a SPAC issues shares to the public and lists
on the stock exchange even though it has no
assets or operations on the issue date. The
proceeds of the issue are then used by the
SPAC to identify a potential investment in the
form of a target company with real operations,
which will be subsequently merged into
the SPAC.
Investments in SPACs entail considerable
risks for investors. A decision to invest in a
SPAC is based primarily on the entrepreneurs’
reputation and their ability to identify
potential investments and perform a
successful merger. In effect, at the time of the
issuance, investors have no information about
the operations in which their money will be
invested, which makes it difficult to investors
to make an informed investment decision.
The ISA’s study of this issue in 2021 included
an in-depth study of corresponding
regulation in capital markets worldwide. The
ISA learned from the experience of the US
capital market about the advantages and
shortcomings of this model, which has been
in use there for many years and in the past
two years has become a major instrument
for IPOs.
To date, one SPAC has been issued on the
TASE. The conditions set by the ISA for the
issuance of SPACs on the TASE are designed
mainly to strengthen the mechanisms that
protect the investor public, and include:
• Minimum issue of NIS 400 M (issues of
shares only or shares and option warrants);
• At least some of the entrepreneurs have
experience in managing at least NIS 40 M
in public funds;
• At least 70% of the total issue will be
purchased by institutional investors;
• The SPAC has up to two years to identify a
target company and absorb its operations
(whose value must be at least 80% of the

•

•

•

•
•

The ISA and the TASE are currently promoting
an amendment to TASE Rules to incorporate
many of these conditions with respect to the
SPAC model.

Adoption of iXBRL
Adoption of iXBRL, the most widely accepted
standard for financial reporting, is designed
to increase access to corporations’ financial
information and increase corporations’
exposure to analysts and investors in and
outside Israel.
The ISA considers the transition to iXBRL
an important component of its efforts to
transform the Israeli capital market into an
efficient, accessible, and advanced capital
market. Adoption of iXBRL creates the
necessary foundation for promoting the ISA’s
strategic goals, and especially strengthening
and expanding the Israeli capital market, and
integrating technological innovations in
the interests of the investor public and
Israel’s economy.
With iXBRL technology, the information in

financial reports is tagged using international
accounting terms published in IFRS. Tags
based on these definitions effectively
constitute a language shared by corporations
and investors and translatable into most
languages. In this way, analysts and investors
worldwide can retrieve and analyze the
results of corporations’ operations. iXBRL
also allows users to collect and analyze
information from financial disclosures using
automated tools that are replacing resourceintense and error-prone manual efforts.
Reporting in iXBRL will also improve the
retrievability of financial information for
analysis and comparisons. This new reporting
format reduces language barriers and
makes local information available to foreign
investors who can easily read and analyze the
financial data and make investment decisions
concerning securities traded on the stock
exchange in Israel.
In 2021, the ISA published a bill for public
comments, which imposes on all corporations
(excluding banks, insurers, and dual-listed
corporations) the requirement to publish
their financial statements in iXBRL. Before the
legislation was passed, the ISA issued a call
to the reporting corporations to conduct a
trial use of iXBRL in their financial statements
for 2021 and benefit from its advantages.
Corporations that elected to do so, in
coordination with ISA Staff, are permitted
to adopt the reporting format even before
the new legislation comes into effect. In this
voluntary trial use project, the ISA will issue
30 permits for adopting iXBRL for one year,
and will provide oversight by the ISA and
a service provider (to be selected for this
purpose) to the participating corporations.
Concurrently, the ISA’s Information Systems
Department is making adjustments to
the MAGNA system to process and display
financial reports in iXBRL on the distribution
site, and to develop a tool that allows users to
easily compare and analyze financial data in a
user-friendly format.
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In March 2021, the Ministerial Committee on
Legislative Affairs approved the Securities
Bill (Amendment no. 70) 5781-2021, which
addresses three main topics: a dedicated
stock exchange, the ISA’s authority to make
rules for corporations that have no defined
policy on their issue date, and the ISA’s
authority to make rules for underwriters
and distributors. The Bill was designed
to promote securities trading on trading
platforms of a special nature or special
features, which are smaller than the TASE,
the primary stock exchange. Examples
include trading platforms designated
exclusively for sophisticated investors (e.g.,
insurance companies, provident funds, and
banking corporations) or platforms based on
innovative technologies (e.g., blockchain).
Such new dedicated stock exchanges would
be established with the goal of diversifying
investment opportunities on the capital
market to serve the interests of the public as
well as the interests of companies seeking
to finance their operations. Creating new
financing channels is extremely important
for the economy, especially in the current
climate, in view of the covid crisis, and the
financing needs for companies that are
challenged to return to operations after
lockdowns. Dedicated stock exchanges
will also increase the public’s exposure to
additional investment sectors, including
high-growth companies in the high-tech
industry, to which investors have limited
exposure in the primary market.
In addition, and to prepare for the
establishment of dedicated stock exchanges
in Israel, a draft of Securities Regulations
(Annual Fee) (Amendment) 5782-2021 was
brought before the ISA Plenary in order to set
the fees for these entities, a step necessary in
order to promote the new legislation.

proceeds of the issue);
Until they are used to purchase a target
company, 97% of the proceeds of the
issue must be invested in conservative
investment vehicles by an external trustee
appointed for this purpose;
The merger transactions is subject to
approval of the general shareholders’
meeting, not counting the votes of the
entrepreneurs;
Shareholders that oppose the merger will
be entitled to receive reimbursement of
their investment;
A cap is defined on the entrepreneurs’
remuneration upon completing the
transaction;
Entrepreneurs’ shares are subject to an
extended restriction period;
Until the purchased operations are
absorbed, the majority of directors must
be independent directors.

Highlights of the ISA’s Activities in 2021

Dedicated Stock Exchanges
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Securitization

R&D Partnerships
This year, the ISA introduced a change in its
R&D partnership model. In February 2021,
the ISA decided to modify and improve the
existing model based on its experience. The
ISA published a proposed amendment to
TASE Rules on perfecting the mechanisms
that protect the investor public in R&D
partnerships. The proposed amendment
included modifications to R&D partnerships’
listing requirements, such as an increase in
the minimum capital requirement to NIS 50
M, extension of the restriction period imposed
on shares held by the Partnership’s GP and
controlling owner, limiting the partnership’s
investments to target companies that have a
link to Israel, and an increase in the minimum
investment in target companies on the
issuance date.

22

Infrastructure Funds
Investments in national infrastructure
development make a significant economic
and social contribution to growth and
employment. In view of the fact that the
country’s major banks have traditionally been
the source of financing for most infrastructure
projects until now, the ISA and the Ministry
of Finance established a joint committee
to develop recommendations to encourage
the establishment of listed infrastructure
investment funds. The committee’s
recommendations, which were published in
June 2019, addressed the regulation of listed
funds that invest in infrastructure projects,
with the aim of increasing the sources of
financing for such projects and decreasing
their costs of financing and capital; and
increasing the government’s ability to execute
projects of national significance, kick-start
the economy, and diversify the investment
vehicles available on the TASE.
In 2021, two new infrastructure funds were
issued, and consequently, three infrastructure
funds are listed on the TASE, as of the date of
this report. In addition, joint meetings were
held with the funds’ representatives, the Tax
Authority, the Unit of the Accountant General
and the Budgets Department of the Ministry
of Finance, to promote an amendment to
the Tax Ordinance that will grant special tax
status to these funds.

Hedge Funds in Trust and Funds of Hedge
Funds
In 2021, the ISA continued its efforts to make
a new type of alternative mutual funds
available to the public. These new hedge
funds in trust and funds of hedge funds
will operate as mutual funds and will be
regulated under the Joint Investment Trust
Law. This project aims to give the general
public access to investment products that
are currently offered only to a limited group
of investors (typically accredited investors).
Following the call issued in 2019, the ISA
published a detailed report of the public
comments it received, including a description
of the key features of these two products.
After analyzing the public comments and
conducting meetings with relevant market
actors, it was decided that for the time being,
the focus will be on hedge funds in trust.
Based on these specifications, a hedge fund
in trust is expected to be similar in its features
and in its mode of operations to hedge funds
that are currently unsupervised. Therefore,
hedge funds in trust will be exempt from
various quantitative restrictions that apply to
mutual funds. In 2021, ISA Staff continued its
dialogue with fund managers and securities
advisory functions in banks to promote
the regulation of these products, create
a sufficient level of demand and suitable
means of distribution.
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In September 2019, the ISA issued a
consultation document for public comments
on public issues of asset-backed bonds
(securitized products). In this document the
ISA defined the features of simple securitized
products and presented its position on
the simple form of such products. The ISA
studied the public comments it received
and in June 2020, published a final report on
public issuances of asset-backed bonds, to
help market actors become familiar with
and understand the key features of public
securitized transactions, so that they might
be promoted in Israel’s capital market.
Concurrently, in 2020, the ISA continued to
work alongside other governmental and
regulatory agencies to promote a bill on
securitization based on the conclusions of a
public committee that had previously studied
securitization and published its conclusions
in November 2015.

After receiving public comments on the
proposed amendment to TASE Rules, , the
ISA and the TASE made several modifications
to the proposed amendment and it came
into effect on July 7, 2021. The amendments
include: minimum capital raising requirement
was increased to NIS 50 M, minimum
investment by the GP or controlling
shareholder was increased to NIS 10 M, the
restriction period applicable to shares held
by the GP was extended, and a minimum
investment requirement for investments in
target companies at the time of issuance was
also determined. It was also determined that
an R&D Partnership must invest the proceeds
of its issue in conservative investment
vehicles until it invests in a target company.
In November 2021, a provisional directive was
approved, permitting partial implementation
of the amendments by R&D Partnerships that
filed their first draft prospectus to the ISA and
the TASE before July 7, 2021 (that is, before the
aforementioned amendments to the TASE
Rules came into effect), on the condition
that they complete their IPO no later than
December 31, 2021.
The ISA also took action to improve the
quality of R&D Partnerships’ disclosures,
with emphasis on the remuneration and
amounts paid to the GP, which is the entity
that controls the partnership, so that the
investor public is better placed to compare
across various partnerships. The partnerships
will also be required to provide detailed
information on the effective management
fees paid to the GP or its representatives that
serve as officers. The ISA also took action to
amend the GP’s performance fee mechanism
so that it also takes into account downward
valuations, to ensure that the mechanism is
more balanced and reduces the chances of
a GP charging performance fees when the
partnership reports losses.
In 2021, nine R&D partnerships completed
an IPO.

Highlights of the ISA’s Activities in 2021

Diversification of Potential
Investment Instruments in the
Local Market
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To strengthen and expand Israel’s public capital market, the ISA - through its Department of
International Affairs and Business Development— is an active member of numerous committees
and working groups of international organizations, focusing on securities laws and corporate
laws. And assimilates international standards in its work in order to be in line with the world’s
leading markets.

European Regional Committee (ERC)
This committee focuses on regional issues
relating to securities regulation in the
European region.

Committee on Regulation of Market
Intermediaries (Committee 3)
This committee focuses on various issues
related to market intermediaries. In 2021, the
ISA participated in a work group that
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studied digitization and digital marketing
by market intermediaries. The committee
also studies market intermediaries’ use of AI
and outsourcing. A new working committee
on operational resilience was established in
response to the COVID-19 crisis.

Committee on Investment Management
(Committee 5)
This committee addresses various issues
related to investment instruments that have
features of collective investment schemes.
This year, discussions and surveys focused on
several key issues: liquidity risks in openended funds, leverage, index providers, and
ETFs. The discussion on liquidity risks in
open-ended funds was conducted against
the backdrop of the COVID-19 crisis and
increasing pressure in the markets in March
and April 2020. The discussion on index
providers was motivated by the growth in
passive investment products, which give
index providers significant power, and was
intended to examine how to address conflicts
of interest between index providers and fund
managers, issues related to liability in the
event of losses to the investor public, and
methods of supervision. On the issue of ETFs,
discussions focused on reducing systemic
risks and crisis-related risks
such as the liquidity crisis caused by
heightened redemptions.

Committee on Issuer Accounting, Audit
and Disclosure (Committee 1)
The ISA is active in this work group on
accounting, auditing, and disclosure, which
discusses these issues from an international
perspective. The Committee aims to develop

Standing Committee on Risk and
Research (SCRR)
This committee analyzes emerging risks
in capital markets worldwide in order to
prioritize the organization’s projects. This year,
within work to analyze the risks that emerged
in 2021, the ISA participated in a discussion
and analysis of emerging risks in various
jurisdictions.

Assessment Committee
This committee refines and revises IOSCO
Objectives and Principles of Securities
Regulation (“IOSCO Principles”), which is a set
of 38 principles that create a benchmark for
proper operations of securities regulators. The
committee also assesses implementation of
the IOSCO Principles by member countries,
based on a methodology developed by IOSCO.
Within its efforts to align the Israeli public
market to the standards of the world’s most

advanced markets, and as a member of the
Assessment Committee, the ISA conducts its
own reviews of local legislation in order to
identify discrepancies that the ISA can reduce
in order to conform to the highest standards
of capital market supervision.

Committee on Retail Investors
(Committee 8)
The main mandates of this committee are to
conduct policy work on investor education
and financial literacy, and to advise the IOSCO
Board on coping with the COVID-19 pandemic
and its effects. The committee developed
insights at various points in time during the
pandemic crisis.

OECD Corporate Governance Committee
This committee addresses diverse issues
related to corporate governance. Among
their many activities in the committee, ISA
representatives were involved in efforts to
draft a proposed revision to OECD corporate
governance rules and a revision to a
questionnaire on the legal situation relating
to corporate governance in OECD member
countries, and also presented the Israeli SPAC
model to committee members.

Collaboration with UAE,
Bahrain, and Morocco Following
Normalization Agreements
In 2020, several peace agreements, peace
declarations, MOUs, and protocols for
cooperation were signed as part of the
Abraham Accords. These agreements
recognize the importance of keeping peace in
the Middle East and of promoting agreements
to normalize the relations between Israel
and several Arab states. Immediately after
the Abraham Accords were signed, the ISA
embarked on a study of the markets in these
countries and possible collaborations in
various areas. In 2021, as ties became stronger,
an Innovation and Fintech MOU was signed

25

Second Goal - Enhancing the Public Capital Market

Through its involvement in these committees
and groups, the ISA gains an in-depth
understanding of the regulation, supervision,
and enforcement regulation and practices
in various markets, which the ISA applies
in its efforts to improve similar processes
in the local capital market. As a member of
these groups, the ISA plays a formative role in
shaping global policy on securities regulation
and corporate law, consults with foreign
regulators on relevant issues, and presents
Israel’s public capital market to foreign
regulators and government representatives.
IOSCO is the most senior global forum
of collaboration between securities
commissions, with 239 members from
115 countries. Its members are mainly
financial regulators and stock exchanges.
IOSCO determines the agenda for financial
regulators worldwide and works to define
uniform international policy and regulatory
rules, and its principles are recognized as the
leading international standards for financial
analysis and valuations of international
organizations including the IMF, and as a basis
for financial legislation. In the reporting year,
the ISA was a significant and active member
of the following IOSCO committees:

and improve international accounting and
auditing standards with the support of the
relevant international standards boards, and
to improve the quality of financial reporting
and transparency of the disclosures of listed
companies, to help investors make informed
investment decisions. The committee also
addresses implementation of accounting and
auditing standards, publishes IOSCO position
papers, and conducts joint discussions on
practical issues that regulators encounter.
In 2021, discussions were conducted with
accounting and auditing standards boards on
significant projects that they were promoting
and the committee drafted IOSCO’s response
to these projects. Ongoing discussions
centered on the pandemic-related challenges
that regulators encountered this year. The
committee decided that it would also address
two new topics – valuations and goodwill.
The committee will conduct a survey among
the regulators on the state of regulation on
these topics in each country and then develop
and submit its recommendations for actions
to IOSCO.

Highlights of the ISA’s Activities in 2021

Participation in International Organization Committees
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Inclusion of Israeli companies in
MSCI’s Europe Index
In 2021, the ISA worked to strengthen the
inclusion of the Israeli capital market in
significant global indexes in order to support
inflows of investments to it. ISA Staff studied
the methodologies of global index providers
and identified the barriers that prevented
the inclusion of Israeli companies in these
indexes. The ISA directed specific efforts to
MSCI, the world’s leading index provider, to
promote Israel’s reassignment to the MSCI
Europe Index. Efforts included a large number
of meetings and discussions with global
investment banks and other stakeholders.

Collaboration with Ministry of
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In 2021, collaboration continued with the
Director of Foreign Trade at the Ministry of
Economics and Israeli economic attachés
stationed in relevant countries, to support
the ISA’s efforts to develop the Israeli capital
market and open the market to international
actors, in the interests of Israel’s economy. The
ISA held meetings, professional discussions,
webinars for foreign investors, and face-toface meetings with senior foreign investment
managers. Activities in 2021 created a solid
foundation for future work with the economic
attachés, which is expected to continue in
2022 with the close assistance of the ISA’s
Department of International Affairs and
Business Development.

Publication of a Guide to the IPO
Process in Tel Aviv
In early 2021, the ISA published a guide to the
IPO process in Tel Aviv, which was prepared
with the TASE. This guide covers all the
information necessary to understand the IPO
process in Tel Aviv, including the structure
of the IPO process, and the preparations that
a firm must complete vis a vis the ISA and
the TASE, and underwriting requirements.
The guide targets foreign companies that
are considering an IPO on the TASE, foreign
underwriters, and other capital market
actors. The ISA intends to update the guide as
necessary to reflect new regulation and Staff
positions on this topic.

Publication of a Guide for Foreign
Underwriters in Israel
The ISA published a guide for foreign
underwriters in Israel to encourage
international underwriters to operate in
the Israeli capital market, and to assist
in them in completing their registration
process and meeting their requirements.
The guide summarizes the registration and

other requirements that apply to foreign
underwriters, and addresses questions that
concern foreign underwriters before they
decide to operate in Israel’s capital market.

Publication of a Revision to Guide
for Dual-Listed Companies
In 2019, the ISA published a guide for duallisted companies that clarified the procedures
for listing on the TASE and issuing securities,
and the unique reporting format that applies
to dual-listed companies, and also contained
answers to questions that the ISA received
from dual-listed companies. One year after
the guide was published, the ISA published
a revised edition that includes updates,
additions, and supplemental information on
a large range of topics, in order to offer as
complete a picture as possible of the listing
process and its implications for dual-listed
companies that also trade on the TASE.

Publication of One-Pagers (DualListing Arrangement, Global IPOs,
Bond Issues, etc.)
In 2021, the ISA published a series of “onepagers” on topics that included the duallisting arrangement, investing in the Israeli
capital market, global IPOs, and issuing bonds
on the TASE. These publications are designed
to increase awareness of the opportunities
available to dual-listed companies, foreign
investors, foreign companies and other
market actors that are considering a capital
raising on the TASE. These publications are
also designed to be used by Israeli economic
attachés stationed in foreign companies to
support their efforts to showcase the Israeli
capital market and the opportunities it offers
to companies and investors.

Showcasing Israel’s Capital
Market to Foreign Market Actors
According to the ISA’s strategic vision
for the forthcoming years, entry of major
international actors into Israel’s capital
market is a significant aspect of the market’s
global development. In 2021 ISA Staff worked
to showcase the Israeli capital market to
major global actors including investment
banks, underwriters, investment funds,
and listed funds, at meetings, lectures,
webinars and ongoing dialogue to raise
awareness of the various features of Israel’s
capital market, and to identify regulatory
barriers that inhibit these actors’ from
operating in Israel’s capital market.

Promoting Foreign IPOs on the
TASE
In 2021, ISA Staff invested resources to
promoting and supporting global IPOs on
the TASE through efforts targeting global
underwriters and investors. ISA Staff
conducted rounds of discussions with
foreign underwriters in order to identify
the barriers that prevent these actors
from operating in Israel’s capital market,
and took steps to adjust regulation and
access to information for these actors. The
Department of International Affairs and
Business Development oversaw global IPOs
that were conducted in Israel, conducted
close dialogues with foreign investors, and
collaborated with the inspection teams of the
Corporate Finance Department.
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The ISA places great importance on
promoting the entry of foreign companies,
foreign underwriters, and foreign investors to
Israel’s capital market, and to do it is pursuing
several avenues, including:

Economics’ Economic Attachés

Highlights of the ISA’s Activities in 2021

with the Dubai Financial Services Authority
(DFSA) of the financial free zone in Dubai. In
2022, the ISA intends to sign a Fintech MOU
with several other securities commissions..
In June 2021, an ISA delegation visited UAE to
discuss the above topics, and meetings were
held in Israel with official representatives of
UAE (the Minister of State for Foreign Trade
and senior officials of UAE’s Securities and
Commodities Authority). In 2022, a delegation
that includes representatives of Morocco’s
Capital Market Authority (AMMC) is scheduled
to visit Israel.
In addition, the ISA is working with other
Israeli agencies, including the Office of the
Prime Minister, the Ministry of Economics,
the Ministry of Finance, and the Innovation
Authority, to coordinate, improve the
efficiency of and elevate the relations with
regulators in Bahrain and in UAE to achieve
the goals noted above.
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Developing Open Banking and
the Payment Services Sector

Second Goal - Enhancing the Public Capital Market

Within its work to shape regulatory regimes
for open banking and payment services, the
ISA conducted a dialogue with international
firms and actors that operate in these fields in
foreign markets, to increase their awareness
of the emerging regulatory regime in Israel,
use their insights to identify and reduce
potential entry barriers in Israel, and learn
from them about the features of foreign
markets and companies’ considerations in
deciding whether to enter a new market.

Translations of Legislation
Within the ISA’s work on amendments to
Israeli regulation in response to changes in
the international sphere, and to support the
goal of developing Israel’s capital market, the
ISA also decided to make available English
translations of its publications and the various
legislation in which it is involved (according to
predefined criteria). The translations of these
documents are convenience translations and
the Hebrew version is the binding version in
all cases.
These convenience translations are posted
on the ISA’s English website and are available
to foreign companies and investors and
various market actors including law firms and
accounting firms in and outside Israel.
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Third Goal Promoting
Technological
Innovation in the
Capital Market
The past decade has been characterized by
the accelerated emergence of breakthrough
technologies in all markets, including financial
markets. Fintech, or technological applications
for the world of finance, are designed to increase
access to financial services, increase their
efficiency and reduce their costs.
The volume of investment directed to the fintech industry in Israel and worldwide has
shown significant growth in recent years. Israel is a world leader in fintech initiatives.
Fintech innovations are helping investors change the way they use financial services,
and a new circle of young users is entering the market. These new innovations challenge
existing regulation, which was designed several decades ago and requires adjustment
both to its structure and to its methods.
With a look to the future and to its obligations under law, the ISA recognizes the
fintech sector’s important contribution to the national economy, to the investor public,
and to the resilience and growth of the capital market in Israel. The ISA is therefore
studying emerging developments and trends in this field in order to create a regulatory
framework that supports innovation in the capital market in general, and specifically
with respect to the fintech sector.
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Following are the main steps taken by the ISA to
achieve this goal:
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Regulatory Innovation Hub
In 2018, the ISA established a Fintech
Regulatory Innovation Hub to provide
unofficial assistance and guidance to fintech
companies interested in operating in Israel.
The Innovation Hub helps these companies
understand the legal framework in Israel and
determine whether it suits their operations
before launching their operations in the
local market.
The Innovation Hub also has another aim –
to help the ISA learn more about the actors in
the fintech ecosystem, and understand their
needs and what they consider to be barriers
that prevent them from operating in Israel.
The Innovation Hub also is an opportunity for
the ISA to increase its expertise and expand its
knowledge base on technological and other
issues that are relevant for fintech companies’
operations. Innovation Hub applicants are
usually in the early stages of their operations
after developing customer-facing products
and they wish to gain a better understanding
of the current legal framework so as to adjust
their offerings and operations to it, without
relying on outside consultants. The ISA does
not offer financial aid or legal guidance on
topics that are not within its responsibility,
and participation in the Innovation Hub is not
a replacement for legal or other consultations
that the participants may need.
In 2021, the Innovation Hub’s team met with
more than 10 firms and provided support
and guidance on legal issues, helped them
connect to other market actors, and
directed them to relevant available
government programs.

Fintech Pilot Program
In early 2020, the Innovation Authority and
the ISA launched a pilot program for Israeli
fintech companies, creating an environment
in which these companies could conduct
pilot tests of their products and services
with their end customers (the ISA, financial
services providers, and individual customers).
This joint program is designed to promote
the ISA’s strategic goal of promoting financial
innovation in Israel’s capital market and
embracing financial technologies that
increase both the Israeli public’s access
to the capital market and the efficiency of
the operations of the ISA and its supervised
entities.
Participating fintechs are offered access to
the ISA’s databases and to TASE trading data.
Participants also received a grant to cover
30%-50% of the costs of their participation. So
that participants might develop technological
solutions to current topics on the capital
market’s agenda, participants hear from the
ISA on the current challenges facing the ISA
and the capital market, such as:
• a study of the potential contributions
of new advanced technologies such as
DLT to capital market development, in
order to create trading platforms and
infrastructure for a stock exchange;
• structured and unstructured tools,
especially Hebrew NLP tools and tools that
retrieve information from unstructured
data, that can be used to analyze, draw
conclusions, and generate alerts on the
basis of company disclosures;
• innovative tools to rate mutual funds in
order to increase investors’ ability to select
an investment vehicle based on multiple
quantitative and qualitative factors;
• improvements to the KYC process and
customization of investment products to
customer needs, in order to encourage
digital investment advising and increase

•

•

•

small-scale investors’ access to such
services, or to improve traditional
investment practices;
tools to evaluate the efficiency of the
ISA’s supervision, in order to increase
supervisory and regulatory efficiency;
tools to increase the public’s access to
account information and new financial
services and products through Open APIs.

In 2021, the Investment Committee of the
Innovation Authority, whose members also
include ISA representatives, awarded NIS 3 M
in grants to three companies to support their
pilot tests.

The Global Financial Innovation
Network (GFIN)
In January 2019, the ISA and a group of
financial regulators and related organizations
launched the Global Financial Innovation
Network (GFIN). GFIN is a network of over
70 organizations, including regulators and
international organizations such as the IMF
and the World Bank, that are committed to
support financial innovation in the interests
of the general public. GFIN was established
at the initiative of the FCA and other
organizations with the idea of establishing
an international sandbox, and sharing
knowledge and insights among leading
regulators.5 The international sandbox is
designed for companies wishing to test
innovative products, services, or business
models across multiple jurisdictions.
The GFIN also serves as a new framework for
cooperation between financial regulators
on innovation-related topics, allowing them
to share their experiences and approaches.
The GFIN also seeks to give innovative firms
an efficient channel of communications
with various regulators and assists them in
navigating the relevant legislation in
each country.

5  https://www.thegfin.com
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In November 2021, within its approval of
the Arrangements Law and the 2021-2022
Economic Plan, the Knesset Plenary approved
the third reading of the Account Information
Services Law 5782-2021. This law determines
that the ISA is the regulator responsible
for licensing and supervision of the new
providers of account information services. The
ISA recognizes the significance of promoting
the account information sector, which aligns
with its vision to ensure that the Israeli
capital market is technologically advanced
and competitive, and supports technological
innovation and Israeli enterprise.
Regulation of account information services
will allow customers to receive, in real
time and from a single source that is not
necessarily their bank, a complete picture
of their financial situation from all their
financial product and service providers. As a
result, customers will be able to understand
their financial position at any given time,
and to monitor it continuously. Comparing
financial products and services, interest
rates, and fees across licensed providers will
become a simple, rapid, and easy process,
allowing customers to select the most
suitable services and providers for their
needs. Account information service providers
will also be able to advise customers on their
financial habits and practices, based on a
comprehensive analysis of their customers’
individual financial information, which
they will be able to access only with the
customer’s consent.
The ISA will make rules and issue directives
to implement the law. In preparation, in
November 2021, the ISA published the draft
Account Information Service Regulations
(Fees) 5782-2021 for public comments; a
proposal to amend the list of circumstances
used to assess trustworthiness by adding
account information service providers to

the list; and directives for licensed service
providers and applications concerning the
process of submitting an application for a new
license. In December 2021, a draft of directives
on the transfer of account information from
an account information service provider to
other parties was brought before the ISA
Plenary for approval.

Highlights of the ISA’s Activities in 2021

Licensing and supervision of
account information service
providers
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In recent years, the ISA has been actively
involved in increasing international
collaborations in the field of innovation,
through the Department of International
Affairs and Business Development, by
signings MOUs specifically concerning fintech
with foreign securities commissions. These
MOUs outline the principles for cooperation
and information exchange with the aim of
encouraging and cultivating innovation in
financial services. Among other things the
MOUs define the referral mechanisms that
the agencies will use to refer developers to
receive assistance and guidance. These and
other arrangements also allow developers
to offer innovative financial services in
corresponding financial markets while
receiving regulatory support and regulators’
consideration of potential regulatory
adjustments.

Publication of “NLP and the
Capital Market” – a joint report
of the ISA and the Innovation
Authority

Participation in IOSCO Fintech
Groups

Toward the end of 2021, in line with the
ISA’s goals, the department of Research,
Development and Strategic Economic
Consulting published a paper entitled “NLP
and the Capital Market”— the first in a series
of papers on technological innovations in the
capital market.6
This paper, written in conjunction with the
Innovation Authority, centers on natural
language processing (NLP), a technology
that extracts meaning from text through
automated means. The ability to produce
meaning from large-scale textual datasets,
automatically and without human
intervention, offers benefits on two levels.
First, like other technological improvements,
it increases processing efficiency and
saves costs. Second, at a deeper level,
NLP constitutes a leap forward to new,
unprecedented capabilities.
One example of such a leap is the ability
to respond immediately to publications
(corporate disclosures or news feeds),
irrespective of the length of the text. A second
example is the ability to process a broad
range of investor opinions in real time and to
mine data from social media posts, especially
those focusing on the capital market.

The ISA attributes great importance to
efforts to extend international cooperation
on innovation and technology in financial
services. In 2021 the ISA continued its
involvement in work teams and international
initiatives dedicated to the challenges
and unique risks of adopting innovative
technologies in the capital market such a DLT,
AI, and privacy protection methods.
The ISA’s actions are guided by the
recognition of the international character of
technological change, which poses similar
challenges for multiple countries. Therefore,
financial supervisors should increase their
cooperation and coordination to share their
experience and knowledge, develop effective
policy to address these new challenges, and
prevent international regulatory arbitrage
that undermines the interests of the investor
public. These international forums also
provide an opportunity to raise foreign
regulators’ awareness of Israeli regulation and
to promote the local capital market.
The ISA is an active member in international
forums dedicated to innovation and
technology. In addition to its membership in
GFIN (see above), in 2021 ISA representatives
participated in discussions and projects
of IOSCO work teams dedicated to the
challenges stemming from adoption of new
technology in the capital market, such as
digital currency, RegTech, and SupTech.

Such new capabilities also pose new
challenges to investors and to regulators.
For example, data mining can potentially
infringe on privacy even if it is performed on
public data. In response to a short squeeze
in GameStop shares in January 2021, SEC
Chair Gary Gensler noted that sophisticated
investors’ use of NLP tools to analyze posts on
social media is an area that the SEC intends
to study thoroughly. With respect to the
broader perspective of the nexus between
new technologies and the capital market, he
posed the following key question: “When new
technologies come along and change the face
of finance, how do we continue to achieve
our core public policy goals and ensure that
markets work for everyday investors?”
From the perspective of investors, the new
technology will support:
• automation and increased efficiency of
fundamental analysis, expanding the
range of companies and sectors that can
be reviewed in a given timeframe. The
insights gleaned from the fundamental
analysis will also be available as inputs
into quant-based trading tools.
• real-time analysis of the sentiment
expressed in the immediate reports of
corporations, news feeds, and social
media posts.
• improvement of financial service
providers’ customer services through
chat-bots.
From the perspective of regulators, the report
reviews NLP-based SupTech applications,
including examples from the global and
domestic markets as well as projects
promoted jointly by the ISA and the Innovation
Authority through the Data Sandbox pilot
program, which is designed to promote the
activities of fintech companies in Israel. NLP
allows regulators to improve:
• the efficiency of supervisory efforts
to identify improper reporting and
inadequate or non-compliant disclosures;

6  See ISA website
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Fintech Innovation MOUs

In 2021, an MOU was signed with the DFSA of
Dubai and in 2022, a fintech innovation MOU
is expected to be signed with additional
securities commissions.

Highlights of the ISA’s Activities in 2021

The ISA is a member of the Collaboration
Work Stream, a team in charge of building
infrastructure for online collaborations, and
a member of the work team on RegTech.
The ISA is also an active participant in digital
activities to promote the network’s goals. The
ISA led the initiative to publish an informative
document on the use of open source software
by regulators around the world.
In 2021, the ISA was elected to serve on GFIN’s
lead team, together with regulators from the
US, Australia, England, and other countries. In
this team, the ISA will work alongside other
regulators to improve GFIN’s global status
and establish additional work groups on
topics that mesh with the ISA’s own agenda.
The ISA believes that its membership in GFIN,
its participation in the network’s lead team,
and the work ties it establishes with other
network members, will also strengthen
the Israeli capital market’s reputation as an
efficient, technologically advanced capital
market that offers unique advantages for
international financial actors.
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risk identification practices based on data
that are available yet cannot be processed
by manual tools due to their volume.

The paper also stresses the importance of
retaining the human factor in the decisionmaking chain, because although the
technology offers added efficiency, it is not
free from potential errors. To illustrate, the
paper reviews the risks of pricing affected by
fake news that is disseminated as a result of
ill-advised use of technology.

In 2021, the ISA established an
interdepartmental committee led by the
department of Research, Development and
Strategic Economic Consulting, to examine
ISA policy on proposed supervised investment
instruments for the public in Israel, such
as mutual funds, that invest in or create
exposure to digital assets. This committee
continues the work of the ISA’s committee
to examine ICOs, which submitted its final
recommendations in March 2019.7
The committee will study and analyze these
types of investment products, conduct a
comparative study of emerging legislation
in leading markets, and recommend a
regulatory policy that strikes a balance
between the interests of the investor public
and the diversification of investment products
and innovation in the capital market.

Digital assets have attracted growing interest
in recent years and have become significant
investment vehicles for a large number of
retail and accredited investors. The total
global market value of crypto-assets is
increasing steadily and last year reached a
new record of approx. 3 trillion USD. In recent
years, a considerable number of traditional
investment products that invest in digital
assets have become available: These products
track the prices of digital assets or invest
in them directly as part of their investment
portfolios.
Israel is considered a world leader in
blockchain technology (which is the core
technology for most digital assets), with a
large number of companies operating in this
sector. Together with its policy in recent years
to encourage diversification of innovative
investment products while protecting
investors’ interests, the ISA consistently
alerts investors to the risks of unsupervised
investments. Recent trends warrant the ISA’s
study of investment vehicles that invest in or
are exposed to crypto-assets.
Several goals were defined for the committee,
including:
• to examine the economic makeup of
these products, their potential benefits for
investors in the local capital market, and
the risks these products represent;
• to conduct a current comparative review
of securities laws and regulation of these
investment products across countries;
• to outline a recommended policy and
regulation, as necessary, that strikes a
balance between investor protection and
diversification of investment vehicles
on the capital market, and distinguishes
between portfolio managers, mutual
funds, index products, and other
investment channels.

Third Goal - Promoting Technological Innovation in the Capital Market

Committee on the Examination
of ISA Policy on Supervised
Investments that Include
Exposure to Prices of Digital
Assets

Highlights of the ISA’s Activities in 2021

•

Enhancing The Market to Drive the Economy

7  See ISA website for the committee’s report.
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Fourth Goal Enhancing the Public
Capital Market

Fourth Goal - Enhancing the Public Capital Market

In the Israeli capital market financial services
and management of public equity are highly
centralized. Healthy competition increases
efficiency and improves the quality of the
services and products that are available to
the investor public. The ISA aims to promote
competition in the capital market in order to
increase its efficiency, the public’s access to
the market, and international recognition of the
Israeli market as an attractive capital market for
investors worldwide.

In the reporting year, the ISA was involved in the
following projects to promote these aims:
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Promoting a Directive on Opening
a Securities Trading Account
Using Visual Identification
Technology
Developments in recent years have reinforced
the transition to digital processes, operations,
and public and private services. Today, nonbank TASE members may open a new account
for customers remotely, without meeting the
customer or obtaining original documents,
on the condition that the new account is
a “closed system,” which means that the
money, securities, and financial assets are
transferred to the customer’s account with
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for payment services, and reduce the new
actors’ dependency on the banks and on the
controlled payment systems controlled by
the banks.
Addressing these challenges and eliminating
these barriers requires a new vision for the
payment services sector in Israel, based on
the principles recommended by the Strum
Committee and PSD 2, adjusted to the
Israeli market and to the risks and nature of
anticipated activities of the new payment
service providers.
The ISA is working on regulation of licensing
and supervision of new payment service
providers, to create a risk-based regulation
that ensures the stability of the payment
systems and eliminates barriers to access
> לעמוד תוכן עניינים

to the payment systems controlled by the
banks. The ISA is working on a Memorandum
of Law to promote regulation of licensing and
supervision of non-bank payment service
providers under the supervision of the ISA,
with the aim of incorporating technological
innovations to increase competition in the
financial sector. The ISA’s work in this field
reflects its recognition that regulation of
the payment service sector and the account
information service sector has potential
benefits for the public, and will contribute
to the growth of the capital market and to
the economy in general. On January 10, 2022,
the Bill was published on the government
legislation website.

2022 / אסדרה ופיתוח שוק שירותי התשלום בישראל

1

Licensing and Supervision of
Payment Service Providers
In the field of payment services, the
Committee for Increasing Competition in
Banking and Common Financial Services (“the
Strum Committee”) recommended a series
of steps based on European regulation and
the principles of PSD, adjusted to the Israeli
market. The goal of the new regulation is to
define uniform requirements for payment
service providers, encourage competition in
the payment services sector in Israel, and
allow new non-bank service providers to
enter the market, while ensuring providers’
security and trustworthiness and the stability
of the payment system. This reform is a
natural continuation of the regulation of
account information services, as payment
services and account information services are
frequently connected.
Today, the payment services market in
Israel is characterized by a high degree of
concentration and high entry barriers. One
such barrier is the lack of regulation of
non-bank service providers, which would
establish a licensing and supervisory regime

2022 ינואר

אסדרה ופיתוח שוק
שירותי התשלום בישראל
פיקוח על נותני שירותי תשלום
והפיכתם למחוללי תחרות
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Fourth Goal - Enhancing the Public Capital Market

In August 2019, the ISA and the TAE issued
a call for public comments on the ISA’s
intentions to promote technological
innovation in the field of retail brokers’
operations in Israel in securities trading and
distribution of mutual funds to the general
public. This initiative is designed to allow
the general public to benefit from direct,
technologically advanced, less costly, and
more accessible trading services, in line
with the strategic plan of the ISA to increase
competition and the public’s access to stock
exchange trading services by removing entry
barriers and allowing the entry of new TASE
members (retail brokers).
In response to the call, and after a series of
meetings that the ISA and the TASE held with
various market actors that expressed interest
in operating as retail brokers, steps were taken
to amend TASE Rules, especially to reduce
TASE members’ capital requirements and
fees, and to fully digitize the procedure for
opening a new securities account, in line with
the situation on the world’s most advanced
capital markets. In December 2021, the TASE
board of directors approved the application
of a new TASE member that will offer a digital
platform for distributing open-ended mutual
funds to the public in Israel.

the non-bank TASE member from another
account that the customer maintains with a
bank or another TASE member (“the source
account”), and that the funds are ultimately
transferred back to the source account.
In November 2021, the ISA issued a call for
public comments on a draft directive, which
for the first time allows non-bank TASE
members to open accounts for customers
remotely, without a face-to-face meeting,
even if the account is not a “closed system”
account, where customer identification
and authentication are performed using
advanced online and offline technologies.
Publishing this draft directive is another step
in implementing the recommendations
of the joint ISA and Innovation Authority
team on promoting competition in the
brokerage market.

Highlights of the ISA’s Activities in 2021

Promoting Retail Brokers in Israel
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Following are the key topics that the ISA intends to pursue in the coming year, based on its
goals and work plans, in addition to ongoing work on regulation, supervision, and enforcement,
and work of the topics reviewed above that remain in progress:
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•

Adoption of iXBRL - The ISA will continue to
promote legislation that defines iXBRL as the
obligatory reporting standard for financial
statements. iXBRL is the most advanced
and widely accepted reporting format in
the world.

Disclosures and Filing:
The ISA will continue to promote issues related
to listed companies’ disclosures, including:
• ESG reporting – The ISA will continue to
monitor global developments in this field,
and will consider publishing a guidance on
reporting on ESG risks and disclosures, with
emphasis on climate-related risks.
• The ISA will continue to work on defining
disclosure requirements and the text
that appears on prospectus covers for
specific sectors.
• The ISA will emphasize the importance of
disclosures related to companies’ cyberrelated risks.
Encouraging the Use of Advanced
Technological Tools
The ISA intends to take action to expand the
use of technological advanced tools in creating
efficient supervision of licensed entities
and supervised products. Developing safe,
convenient, and technologically advanced
work environments will facilitate the work of
the supervised entities and improve the ISA’s
service quality.

Fintech IL – Innovation Community
In 2022, the ISA will continue its activity in the
Fintech IL community, which was launched
in 2021. Community members include the

Ministry of Economics and Industry, the
Ministry of Finance, the Bank of Israel, the
Innovation Authority, and the government
project “Digital Israel.” The NGO City TLV
was selected as the community’s operator.
The vision of the Fintech IL community is
to promote innovation in Israel’s financial
sector in order to increase global and
local awareness of the diverse range of
competitive, high quality, and technologically
advanced services that are available to the
business world and the general public, and
to realize the fintech sector’s potential as a
source of economic growth and employment
and as an important export sector.
The community’s goals are:
• to assist financial institutions to adopt
and promote innovation, and to conduct
innovation processes;
• to assist government agencies in Israel to
adopt, promote, and conduct innovation
processes in their financial operations;
• to give fintech developers tools to help
them promote their innovation projects;
• to promote efficient work interactions
between financial regulators and the
fintech sector;
• to map the barriers in Israel that prevent
or reduce the speed of adoption of
financial innovations;
• to reduce differences in the use of
technological across demographic groups;
• to initiate collaboration and knowledgesharing among all the various actors in the
financial ecosystem.
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Key Actions Planned for 2022

Regulatory issues:
The ISA will continue to promote the regulatory
issues described in this report, with special
attention to the following projects:
• Payment service providers - The ISA will
continue to promote the regulation of nonbank payment service providers under its
supervision, by promoting technological
innovation as a tool to increase competition
in the financial sector.
• Licensing and supervision of account
information service providers - The ISA is
preparing for the implementation of the
Account Information Service Law 5782-2021
and its supervision of this sector. In 2022,
the ISA will issue regulations and rules
regarding implementation, including various
directives for licensed providers regarding
licensing fees, and other issues.
• Dedicated stock exchanges - The ISA will
continue to promote the bill on dedicated
stock exchanges, which is designed
to create the legal foundation for the
establishment of dedicated exchanges in
Israel that will operate at a more limited
scale than the primary stock exchange.
• Increasing efficiency of securities
regulation - The ISA will expand the
Memorandum of Law on Increasing the
Efficiency of Securities Regulation 57802020 and include in it additional topics
that will give the ISA the power and
flexibility to issue independent directives
with relative speed, rather than resort to
legislative amendments.

Diversification of Financial Products
The ISA will continue its efforts to diversify
the range of financial products available to
the investor public, especially non-correlative
products, in order to reduce investment risks
and help create a more accurate fit between
investment products and investors’ individual
needs. To offer alternative mutual funds to
the public (hedge funds in trust and funds of
hedge funds), the ISA intends to clearly define
the features of these new products and adjust
them to existing legislation. Preparations for
the regulatory reform will include a mapping
of the various directives and a selection of the
most suitable regulatory instruments that
will allow the ISA to make these new products
available to the public as soon as possible.
The ISA will also take steps to increase the
public’s financial literacy and awareness
of available financial services in order
to encourage new groups of consumers
to become active in the capital market.
Incorporating technological innovation and
opening the capital market to new actors
is expected to change the Israeli public’s
financial practices and behaviors. The ISA
will encourage the use of digital tools and
take steps to increase investors’ financial
awareness, for example by promoting ESG
disclosures that offer the investor public
information that allows them to select
investment vehicles that meet their needs
and interests.
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Key Actions Planned for 2022

In-depth Analysis of Algorithmic and HighFrequency Trading in the Israeli Capital
Market
In 2013 the ISA published a study on
algorithmic trading and high-frequency
trading. The study identified an improvement
in liquidity measures (bid-ask spreads) that
occurred when algo-traders began to operate
in the market. The study also identified a
decline in various “market quality” metrics
(order-to-cancellation and order-to-trade
ratios). The study also addressed various
regulatory approaches to algorithmic and
high-frequency trading.
In 2022, a follow-up study will be conducted
that will include:
• Analysis of trends of high-frequency
trading on the TASE between 2010 and
2021;
• Analysis of its effects on liquidity;
• Analysis of algo-trading strategies based
on intraday data and their effects;
• An expanded database of types of
securities and time periods;
• Identification of feedback loops in algotrading;An updated review of literature on
regulatory approaches and an assessment
of these approaches in view of current
data and insights.
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