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Basel Pillar 3 Additional Disclosure as at September 30,2015

Capital Adequacy, Liquidity, and Leverage

(1) Capital Adequacy

As of January |, 2014, the Bank has implemented the capital measurement and adequacy directives based on the
Basel 3 directives (hereinafter:“Basel 3"), as published by the Supervisor of Banks and as integrated into Proper
Conduct of Banking Business Directives 201-21 1. The Bank applied the Basel 2 directives until December 31,2013.
Pursuant to these directives, in addition to the calculation of the minimum capital requirement in respect of credit risk,
market risk, and operational risk, the Bank is required to carry out an Internal Capital Adequacy Assessment Process
(ICAAP), submitted annually. The Board of Directors received a review of the ICAAP in late February 2015,and approved
the ICAAP report of the Bank for 2014.The Board of Directors also approved the risk appetite policy of the Bank.

The Basel 3 Directives

The Basel 3 directives took effect on January |, 2014. Implementation is gradual, in accordance with the transitional
directives established in Proper Conduct of Banking Business Directive 299,"Capital Measurement and Adequacy —
Supervisory Capital —Transitional Directives,” in order to make it possible to comply with the new requirements
regarding supervisory capital within the process of implementation of Basel 3 and establish a transitional period until
full implementation. Among other matters, the transitional directives concern supervisory adjustments and deductions
from capital, as well as capital instruments ineligible for inclusion in supervisory capital according to the new criteria
established in the Basel directives. Specifically, pursuant to the transitional directives, the supervisory adjustments
and deductions from capital as well as non-controlling interests ineligible for inclusion in supervisory capital shall
be deducted from capital gradually, at a rate of 20% per annum, from January I, 2014 to January |, 2018. Capital
instruments that no longer qualify as supervisory capital were recognized as of January |,2014, up to a ceiling of 80%
of their balance in the supervisory capital as at December 31,201 3;this ceiling is being lowered by an additional 10%
in each subsequent year, until January I,2022. From January |,2015,to December 31,2015, the rate of deductions

from supervisory capital is 40%, and the ceiling for instruments eligible as supervisory capital is 70%.

Minimum Capital Ratios

On May 30, 2013, the Supervisor of Banks issued a circular to all banking corporations regarding minimum capital
ratios, as part of the preparation for the implementation of the Basel 3 directives. Pursuant to the circular, all banking
corporations are required to maintain a minimum common equity Tier | capital ratio of 9% by January 1,2015.1n
addition, banking corporations of significant importance whose total balance sheet assets on a consolidated basis
constitute at least 20% of the total balance sheet assets of the banking system in Israel will be required to maintain
a minimum common equity Tier | capital ratio of 10%, by January |,2017.

The Supervisor also determined that minimum total capital ratios of all banking corporations shall stand at 12.5%
beginning January 1, 2015, and that in addition, minimum total capital ratios of banking corporations of significant
importance shall stand at 13.5% beginning January |, 2017.The Bank meets the conditions for the definition of a
banking corporation of significant importance.

The Supervisor of Banks issued an additional directive on September 28, 2014. Pursuant to this directive and the
transitional directives for 2014, a capital requirement at a rate representing 1% of the balance of housing loans at
the reporting date is added to minimum capital ratios as of January |, 2015.This requirement is being implemented
gradually, over eight quarters, until January |,2017.The total effect of this directive, based on the balance of housing

loans at the date of the Financial Statements, is estimated at approximately 0.2%.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Accordingly, the minimum common equity Tier | capital ratio and the minimum total capital ratio required by the
Supervisor of Banks as at January |,2017, on a consolidated basis, based on data at the reporting date, will stand at
10.2% and 13.7%, respectively.

On April 20,2015, the Board of Directors of the Bank resolved to increase the planned common equity Tier | capital
ratio of the Bank, such that it will stand at 10.75% beginning December 31,2017.

Implementation and Effect of New Regulatory Directives Regarding Measurement and Capital
Adequacy

Housing Loans

In July 2014, the Supervisor of Banks issued a circular concerning Proper Conduct of Banking Business Directive 329,
"Limits on Housing Loans" (hereinafter: the "Directive"). The Directive consolidates the guidelines and limits concerning
housing loans into a single binding document. The Directive redefines the term "payment as a percentage of income."
In addition, the Directive limits the amount of loans for which a reduced risk weight may be assigned, pursuant to
Section 72 of Proper Conduct of Banking Business Directive 203,to NIS 5 million. Loans in an amount greater than
NIS 5 million shall be weighted at 100%.When the amount of a loan is lower than NIS 5 million, the risk weight may
be reduced, in accordance with Section 72 of Directive 203, based on the LTV ratio as calculated when the loan
was granted. The amendments have been implemented as of October |, 2014.The effect of the implementation is
immaterial.

The Supervisor of Banks issued an additional directive on September 28, 2014. Pursuant to this directive and the
transitional directives for 2014, a capital requirement at a rate representing 1% of the balance of housing loans at the
reporting date has been added to minimum capital ratios, beginning January |,2015, as detailed above.

In addition, beginning January |, 2015, banking corporations are permitted to reduce the risk weight for floating-rate
leveraged loans granted between October 26,2010 and December 31,2012, from 100% to 75%.The effect is
a decrease in risk-adjusted assets as at September 30,2015, in the amount of approximately NIS 509 million, an
increase of approximately 0.01% in the common equity Tier | capital ratio, and an increase of approximately 0.02%

in the total capital ratio.

Capital Requirements in Respect of Exposure to Central Counterparties
On October 22,2015, the Supervisor of Banks issued the circular,“Capital Requirements in Respect of Exposure
to Central Counterparties” (hereinafter: the “Circular’"). The Circular amends Proper Conduct of Banking Business
Directives 203 and 204, with the aim of adjusting these directives to the recommendations of the Basel Committee, in
all matters related to capital requirements in respect of exposures of banking corporations to central counterparties.
The Circular details the new guidelines that will apply to exposures to central counterparties caused by OTC
derivatives, transactions in marketable derivatives on the stock exchange, and securities financing transactions. The
guidelines draw a distinction between unqualified central counterparties and qualified central counterparties, and
set reduced capital requirements for the latter Among other matters, the guidelines address the following types of
exposures:
* Exposures of a banking corporation that is a member of a clearing house to a central counterparty. In general, these
exposures should be assigned a risk weight of 2% (versus an exposure value of zero prior to the amendment).
* Exposures of a banking corporation to a client active on the stock exchange. Pursuant to the amendment, the
capital requirement for such exposures should be calculated as though referring to a bilateral transaction, including
an allocation of capital in respect of CVA risk. The calculation method used pursuant to the directive up to this

point — calculation according to the rules of the stock exchange — will be discontinued.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

*  Exposures of a banking corporation to a client operating through a clearing-house member.

* Transfers by a banking corporation that is a clearing-house member to a risk fund.

* Collateral deposited by a banking corporation with a clearing-house member or with a central counterparty.

» Exposures to an unqualified central counterparty shall be weighted according to the relevant risk weight for the
counterparty, while transfers to a risk fund shall be weighted at 1,250%.

The Circular will apply as of July I,2016.TheTel Aviv Stock Exchange can be treated as a qualified central counterparty

until June 30, 2017.The Bank is working to update its method of calculating capital ratios and the leverage ratio in

accordance with the aforesaid update of the directive.The Bank is also examining the effect of this update on its capital

planning, capital targets, and leverage target. These directives may raise the Bank's capital requirements in respect of

such exposures, although at this stage the Bank is preparing for the implementation of the directive and examining

the effect of the implementation thereof.

Subject Reference

Structure of supervisory capital and composition of capital 7

Structure of supervisory capital 7

Structure of supervisory balance sheet l6-18

Capital adequacy 19

Credit risk exposures 20

Problematic loans and allowances for credit losses by economic sector  Financial Statements as at September 30,2015,
Appendix 3

Credit risk mitigation 23

Credit risk in respect of derivative financial instruments 26

Securitization exposures 27

Capital requirements in respect of market risk and positions in shares 28
in the banking book

Interest risk in the banking book Financial statements as at September 30,2015, p. 138
Liquidity coverage ratio 29
Leverage ratio 32
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Capital Requirements Pursuant to the Basel 3 Directives

Set out below is the calculation of the capital ratio according to the Basel 3 directives:

Sept. 30,2015 Dec.31,2014

NIS millions
|. Capital for the calculation of the capital ratio after supervisory
adjustments and deductions
Common equity Tier | capital 32,904 031,482
Tier | capital 34,613 33,436
Tier 2 capital 14,604 16,041
Total overall capital 49,217 (49 477
2. Weighted balances of risk-adjusted assets
Credit risk 318,103 311,329
Market risks 5,506 5,269
Operational risk 22,606 22,275
Total weighted balances of risk-adjusted assets 346,215 338,873

%

3. Ratio of capital to risk-adjusted assets
Ratio of common equity Tier | capital to risk-adjusted assets 9.50% 19.29%
Ratio of Tier | capital to risk-adjusted assets 10.00% 9.87%
Ratio of total capital to risk-adjusted assets 14.22% 14.60%
Minimum common equity Tier | capital ratio required by the Supervisor of Banks ®9.04% %9.00%
Minimum total capital ratio required by the Supervisor of Banks ®12.54% @12.50%

(1) As reported, excluding the effect of the adoption of US GAAP regarding employee benefits, which took effect on January |,2015.
See Note |B(1) to the Condensed Financial Statements. If the directives had been adopted in 2014, the common equity Tier
| capital ratio would have been 9.25% as at December 31,2014, and the total capital ratio would have been 14.56%.

(2) The minimum required common equity Tier | capital ratio and the minimum required total capital ratio are 9% and 12.5%,
respectively, from January I,2015,to December 31,2016;and 10% and 13.5%, respectively, beginning January |,2017. Beginning
January 1,2015, a capital requirement is added to these ratios at a rate representing 1% of the balance of housing loans at
the reporting date. This requirement is being implemented gradually, over the course of eight quarters, up to January |,2017.
Accordingly, the minimum common equity Tier | capital ratio and the minimum total capital ratio required by the Supervisor
of Banks as of January I, 2017, on a consolidated basis, according to data at the reporting date, will be 10.2% and 13.7%,
respectively. With regard to the balance of housing loans, see Note 3A(2) to the Condensed Financial Statements.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the calculation of the capital ratio according to the Basel 3 directives (continued):

Sept. 30,2015 Dec.31,2014

NIS millions
4. Significant subsidiaries
Isracard
Ratio of common equity Tier | capital to risk-adjusted assets 20.00% *18.85%
Ratio of Tier | capital to risk-adjusted assets 20.00% *18.85%
Ratio of total capital to risk-adjusted assets 21.01% *19.79%
Minimum common equity Tier | capital ratio required by the Supervisor of Banks 9.00% 19.00%
Minimum total capital ratio required by the Supervisor of Banks 112.50% 12.50%
Bank Hapoalim Switzerland
Ratio of common equity Tier | capital to risk-adjusted assets 23.69% 21.09%
Ratio of Tier | capital to risk-adjusted assets 23.69% 21.09%
Ratio of total capital to risk-adjusted assets 23.76% 21.17%
Minimum common equity Tier | capital ratio required by local regulation 8.00% 8.00%
Minimum total capital ratio required by local regulation 11.20% I'1.20%

Basel2®

Bank Pozitif
Ratio of Tier | capital to risk-adjusted assets 14.33% 1751%
Ratio of total capital to risk-adjusted assets 14.98% 18.15%
Minimum total capital ratio required by local regulation 12.00% 12.00%

*  Retrospective implementation — for details regarding the retrospective implementation of the Supervisor of Banks' guidelines

concerning capitalization of software costs, see Note |B(2) to the Condensed Financial Statements.
(I Minimum capital ratio required according to the directives of the Supervisor of Banks as of January |,2015.
(2) Bank Pozitif has not implemented the Basel 3 directives; the data are therefore presented according to the Basel 2 directives.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Structure of Supervisory Capital and Composition of Capital

Set out below is the composition of capital for the purpose of calculating the capital ratio:

Sept. 30,2015 Dec.31,2014
NIS millions

Tier | capital
Paid-up common share capital and premium 8,063 8,004
Retained earnings *24,294 22,243
Non-controlling interests in equity of consolidated subsidiaries 164 224
Unrealized profits from adjustments of securities available for sale to fair value 548 961
Other capital instruments *19 153
Amounts deducted from Tier | capital (184) (103)
Total common equity Tier | capital 32,904 31,482
Innovative hybrid instruments 1,709 1,954
Total Tier | capital 34613 33,436
Tier 2 capital
Hybrid capital instruments and subordinated notes 1,213 1,331
Collective allowances for credit losses before the effect of related tax 3,926 3,837
Minority interests in subsidiaries 9,465 10,873
Amounts deducted from Tier 2 capital - -
Total Tier 2 capital 14,604 16,041
Total eligible capital 49,217 49,477

* Including the effect of the transitional directives in respect of the adoption of US GAAP regarding employee benefits.

For further details, see Note 4 to the Condensed Financial Statements.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of supervisory capital, by components, with references to the supervisory balance

sheet:

Sept. 30,2015 Dec. 31,2014 References

Balance  Amounts not deducted Balance Amounts not deducted
from capital which from capital which

are subject to the are subject to the

requirements prior requirements prior

to the adoption of to the adoption of

Directive 202, in Directive 202, in

accordance with Basel 3 accordance with Basel 3

NIS millions

Common equity Tier | capital

Common equity Tier | capital -
instruments and retained earnings

Ordinary share capital issued by the

banking corporation and premium

on ordinary shares included in

common equity Tier | capital 8,063 8,004 [+2

Retained earnings, including

dividends proposed or declared

after the balance sheet date 24,294 (4) 22243 3
Cumulative other comprehensive income

and disclosed retained earnings 567 187 I,114 4A+4B
Common equity Tier | capital instruments

issued by the corporation, which are

eligible for inclusion in supervisory

capital during the transitional period - -

Existing flows of capital from the public
sector to be recognized until January 1,2018 - - - -

Ordinary shares issued by subsidiaries

of the banking corporation which were

consolidated and are held by a third

party (non-controlling interests) 164 58 224 103 5

Common equity Tier | capital before
supervisory adjustments and deductions 33,088 31,585

Common equity Tier | capital -
supervisory adjustments
and deductions

Stabilization adjustments of valuations - - - -

Goodwill, net of deferred taxes payable - - - -

Other intangible assets, excluding mortgage
service rights, net of deferred taxes payable - - 7 - 6-7

Deferred taxes receivable, realization

of which depends on future

profitability of the banking corporation,

excluding deferred taxes receivable

arising from timing differences 18 27 Il 45 8

Total cumulative other comprehensive

income in respect of cash flow

hedges of items not presented in

the balance sheet at fair value ()] (2) ) 5) 9

Negative difference between
provisions and expected losses - - - -
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of supervisory capital, by components, with references to the supervisory balance

sheet (continued):

Sept. 30,2015 Dec. 31,2014 References
Balance  Amounts not deducted ~ Balance  Amounts not deducted
from capital which from capital which
are subject to the are subject to the
requirements prior requirements prior
to the adoption of to the adoption of
Directive 202, in Directive 202, in
accordance with Basel 3 accordance with Basel 3
NIS millions
Increase in equity capital due to
securitization transactions - - - -
Unrealized profits and losses resulting
from changes in the fair value of
liabilities due to changes in the own
credit risk of the banking corporation - - - - 10
Surplus of amount funded over provision,
net of deferred taxes payable to be
extinguished if the asset becomes
impaired or is deducted, in accordance
with the Public Reporting Directives - - - -
Investment in own ordinary shares
held directly or indirectly (including
commitments to purchase shares
under contractual agreements) 15 23 9 37

Mutual cross-holdings in ordinary
shares of financial corporations - - - -

Investments in capital of financial

corporations not consolidated in the

banking corporation's reports to the

public, where the banking corporation's

holding does not exceed 10% of the

ordinary share capital issued by the financial

corporation (in an amount greater than

10% of common equity Tier | capital) - - - -

Investments in capital of financial

corporations not consolidated in the

banking corporation's reports to the

public, where the banking corporation's

holding exceeds 10% of the ordinary share

capital issued by the financial corporation - - - -

Mortgage service rights in
amounts exceeding 0% of
common equity Tier | capital - - - -

Deferred taxes receivable arising from

timing differences in amounts exceeding

10% of common equity Tier | capital 152 228 77 310 I3
Amounts of mortgage service rights,

deferred taxes receivable arising from

timing differences, and investments at a rate

greater than 10% of the ordinary share

capital issued by financial corporations,

exceeding 5% of the common equity

Tier | capital of the banking corporation - - - -
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of supervisory capital, by components, with references to the supervisory balance

sheet (continued):

Sept. 30,2015 Dec. 31,2014 References

Balance  Amounts not deducted Balance  Amounts not deducted
from capital which from capital which

are subject to the are subject to the

requirements prior requirements prior

to the adoption of to the adoption of

Directive 202, in Directive 202, in

accordance with Basel 3 accordance with Basel 3

NIS millions

Of which:in respect of investments at a
rate greater than 0% of the ordinary share
capital issued by financial corporations - - - -

Of which:in respect of
mortgage service rights - - - -

Of which: deferred taxes receivable
arising from timing differences - - - -

Additional supervisory adjustments
and deductions established by
the Supervisor of Banks - - - -

Of which:in respect of investments in
the capital of financial corporations - - - -

Of which:in respect of
mortgage service rights - - - -

Of which: additional supervisory adjustments
to common equity Tier | capital - - - -

Supervisory adjustments to common

equity Tier | capital subject to the

requirements prior to the adoption of

Directive 202, in accordance with Basel 3 - B

Deductions applicable to common equity

Tier | capital because the additional

Tier | capital and Tier 2 capital are

insufficient to cover the deductions - -

Total supervisory adjustments and
deductions in common equity Tier | capital 184 276 103 387

Common equity Tier | capital 32,904 31,482
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of supervisory capital, by components, with references to the supervisory balance

sheet (continued):

Sept. 30,2015 Dec. 31,2014 References
Balance  Amounts not deducted ~ Balance  Amounts not deducted
from capital which from capital which
are subject to the are subject to the
requirements prior requirements prior
to the adoption of to the adoption of
Directive 202, in Directive 202, in
accordance with Basel 3 accordance with Basel 3
NIS millions
Additional Tier | capital
Additional Tier | capital — instruments
Additional Tier | share capital instruments
issued by the banking corporation,
and premium on such instruments - -
Of which: classified as equity in accordance
with the Public Reporting Directives - -
Of which: classified as a liability in accordance
with the Public Reporting Directives - -
Additional Tier | capital instruments
issued by the corporation, which are
eligible for inclusion in supervisory
capital during the transitional period 1,709 1,954 1B

Additional Tier | capital instruments issued

by subsidiaries of the banking corporation

and held by third-party investors - -
Of which: additional Tier | capital

instruments issued by subsidiaries of

the banking corporation and held by

third-party investors, which are gradually

deducted from additional Tier | capital - -

Additional Tier | capital before deductions 1,709 1,954

Additional Tier | capital — deductions

Own investment in capital instruments

included in additional Tier | capital,

held directly or indirectly (including

commitments to purchase instruments

under contractual agreements) - - - -

Mutual cross-holdings in capital instruments
included in additional Tier | capital - - - -

Investments in capital of financial

corporations not consolidated in the banking

corporation's reports to the public, where

the banking corporation's holding does

not exceed 0% of the ordinary share

capital issued by the financial corporation - - - -

Investments in capital of financial

corporations not consolidated in the

banking corporation's reports to the

public, where the banking corporation's

holding exceeds 10% of the ordinary share

capital issued by the financial corporation - - - -
Additional deductions established

by the Supervisor of Banks - - - -
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of supervisory capital, by components, with references to the supervisory balance

sheet (continued):

Sept. 30,2015 Dec. 31,2014 References

Balance  Amounts not deducted Balance  Amounts not deducted
from capital which from capital which

are subject to the are subject to the

requirements prior requirements prior

to the adoption of to the adoption of

Directive 202, in Directive 202, in

accordance with Basel 3 accordance with Basel 3

NIS millions

Of which:in respect of investments in
the capital of financial corporations - - - -

Of which: additional deductions
fromTier | capital - - - -

Deductions from additional Tier | capital

which are subject to the requirements

prior to the adoption of Directive

202, in accordance with Basel 3 - -

Deductions applicable to additional
Tier | capital because Tier 2 capital is
insufficient to cover the deductions - -

Total deductions from
additional Tier | capital - -

Additional Tier | capital 1,709 1,954
Tier | capital 34,613 33,436
Tier 2 capital

Tier 2 capital — instruments
and provisions

Instruments issued by the banking
corporation (not included inTier | capital)
and premium on such instruments - - [TA

Tier 2 capital instruments issued by

the corporation, which are eligible

for inclusion in supervisory capital

during the transitional period 1,213 1,331 1B

Tier 2 capital instruments issued
by subsidiaries of the banking
corporation to third-party investors 9,465 10,873

Of which:Tier 2 capital instruments issued

by subsidiaries of the banking corporation

and held by third-party investors, which

are gradually deducted from Tier 2 capital 9,465 10,873 1B

Collective allowances for credit losses
before the effect of related tax 3,926 3,837 12

Tier 2 capital before deductions 14,604 16,041
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of supervisory capital, by components, with references to the supervisory balance

sheet (continued):

Sept. 30,2015 Dec. 31,2014 References

Balance  Amounts not deducted Balance  Amounts not deducted
from capital which from capital which

are subject to the are subject to the

requirements prior requirements prior

to the adoption of to the adoption of

Directive 202, in Directive 202, in

accordance with Basel 3 accordance with Basel 3

NIS millions

Tier 2 capital — deductions

Own investment inTier 2 capital

instruments, held directly or indirectly

(including commitments to purchase

instruments under contractual agreements) - - - -

Mutual cross-holdings in Tier 2 capital
instruments of financial corporations - - - -

Investments in capital of financial

corporations not consolidated in the banking

corporation's reports to the public, where

the banking corporation's holding does

not exceed 10% of the ordinary share

capital issued by the financial corporation - - - -

Investments in capital of financial

corporations not consolidated in the

banking corporation's reports to the

public, where the banking corporation's

holding exceeds 0% of the ordinary share

capital issued by the financial corporation - - - -

Additional deductions established
by the Supervisor of Banks - - - -

Of which: investments in the capital
of financial corporations - - - ,

Of which: additional deductions
from Tier 2 capital - - - -

Supervisory adjustments to Tier 2

capital subject to the requirements

prior to the adoption of Directive

202, in accordance with Basel 3 - -

Total supervisory adjustments
to Tier 2 capital - -

Tier 2 capital 14,604 16,041
Total capital 49,217 49477
Weighted risk-adjusted assets

Total weighted risk-adjusted assets according
to the requirements prior to the adoption
of Directive 202, in accordance with Basel 3 345,000 337,705

Of which: credit risk assets 316,888 310,161

Of which: market risk assets 5,506 5,269

Of which: operational risk assets 22,606 22275
Total weighted risk-adjusted assets 346,215 338,873
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of supervisory capital, by components, with references to the supervisory balance

sheet (continued):

Sept. 30,2015 Dec. 31,2014 References
Balance/  Amounts not deducted Balance/  Amounts not deducted
percent from capital which percent from capital which
are subject to the are subject to the
requirements prior requirements prior
to the adoption of to the adoption of
Directive 202, in Directive 202, in
accordance with Basel 3 accordance with Basel 3
NIS NIS millions NIS NIS millions
millions/ millions/
percent percent
Capital ratios and capital
preservation cushions
Common equity Tier | capital 9.50% 9.29%
Tier | capital 10.00% 9.87%
Total capital 14.22% 14.60%

Minimum requirements established
by the Supervisor of Banks

The minimum required common

equity Tier | capital ratio is 9% from
January 1,2015,to December 31,2016, and
10% beginning January |, 2017. Beginning
January 1,2015, a capital requirement is
added to this ratio at a rate representing
1% of the balance of housing loans at the
reporting date.This requirement is being
implemented gradually, over the course

of eight quarters, up to January |, 2017.
Accordingly, the minimum common

equity Tier | capital ratio required by the
Supervisor of Banks as of January 1,2017,
on a consolidated basis, according to data
at the reporting date, will be 10.2%. 9.04% 9.00%

The minimum required total capital

ratio is 12.5% from January I,2015,

to December 31,2016,and 13.5%
beginning January |,2017. Beginning January
[,2015, a capital requirement is added to
this ratio at a rate representing 1% of the
balance of housing loans at the reporting
date. This requirement is being implemented
gradually, over the course of eight quarters,
up to January 1,2017.Accordingly, the
minimum total capital ratio required by the
Supervisor of Banks as of January 1,2017,
on a consolidated basis, according to data

at the reporting date, will be 13.7%. 12.54% 12.50%

Amounts below the deduction
threshold (before risk weighting)

Investments in the capital of financial

corporations which do not exceed 0%

of the ordinary share capital issued by

the financial corporation and which

are below the deduction threshold 1,449 1,417
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of supervisory capital, by components, with references to the supervisory balance

sheet (continued):

Sept. 30,2015

Dec. 31,2014

Balance  Amounts not

Balance  Amounts not

References

deducted deducted
from capital from capital
which are which are
subject to the subject to the
requirements requirements
prior to the prior to the
adoption of adoption of
Directive 202, Directive 202,
in accordance in accordance
with Basel 3 with Basel 3
NIS millions

Investments in the capital of financial

corporations which exceed 10% of the

ordinary share capital issued by the financial

corporation and which are below the

deduction threshold 134 130
Mortgage service rights (net of deferred

taxes payable) - -

Deferred taxes receivable arising from timing

differences, below the deduction threshold 3,305 3,156
Ceiling for inclusion of provisions

inTier 2

Provision eligible for inclusion in Tier 2,

with reference to exposures under the

standardized approach, before application

of the ceiling 3,926 3837
Ceiling for inclusion of provision in Tier 2
under the standardized approach 3,976 3,892

Provision eligible for inclusion in Tier 2,

with reference to exposures based on the

internal ratings approach, before application

of the ceiling - -

Ceiling for inclusion of provision in Tier 2
based on the internal ratings approach - -

Capital instruments not eligible as
supervisory capital, which are subject
to the transitional directives

Current ceiling amount for instruments
included in common equity Tier | capital
subject to the transitional directives - -

Amount deducted from common equity Tier
| capital due to the ceiling - -

Current ceiling amount for instruments
included in additional Tier | capital subject

to the transitional directives 1,709 1,954
Amount deducted from additional Tier |
capital due to the ceiling 726 485

Current ceiling amount for instruments
included inTier 2 capital subject to the

transitional directives 10,678 12,204
Amount deducted from Tier 2 capital
due to the ceiling 999 [,021
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of the supervisory balance sheet, with references to the components of supervisory

capital:
Sept. 30, Dec.31, References to
2015 2014 components
Consolidated supervisory of supervisqry
balance sheet capital
NIS millions
Assets
Cash and deposits with banks* 58,579 54,974
* Of which: collective allowance for credit losses included inTier 2 capital 5) “ 12
Securities® 61,064 58,778
* Of which: investments in capital of financial corporations that do
not exceed 0% of the share capital of the financial corporation 1,449 1,417
* Of which: other securities 59,615 57,361
Securities borrowed or purchased under agreements to resell 504 476
Credit to the public 279,484 268,160
Allowance for credit losses* (4,292) (4,180)
* Of which: collective allowance for credit losses included inTier 2 capital (3,286) (3,247) 12
* Of which: allowance for credit losses not included in supervisory capital (1,006) (933)
Net credit to the public 275,192 263,980
Credit to governments 2,580 1,861
Investment in equity-basis investees* 144 135
* Of which: investments in capital of financial corporations that
exceed 0% of the share capital of the financial corporation,
and do not exceed the deduction threshold 134 130
Buildings and equipment 3,361 3475
Intangible assets and goodwill* - 7
* Of which: goodwill - -
* Of which: other intangible assets - 7 6
Assets in respect of derivative instruments 15,097 16,244
Other assets* 6,398 7,864
* Of which: deferred tax assets** 3,730 3,599
#* Of which: deferred tax assets attributed to timing
differences, over 10% of common equity Tier | capital 380 387 13
#% Of which: deferred tax assets excluding those
attributed to timing differences 45 56 8
** Of which: other deferred tax assets 3,305 3,156
* Of which: surplus of amount funded over provision - -
* Of which: additional other assets 2,668 4265
Total assets 422,919 407,794
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of the supervisory balance sheet, with references to the components of supervisory

capital (continued):

Sept. 30, Dec.31, References to
2015 2014 components
of supervisory

Consolidated supervisory

balance sheet capital
NIS millions
Liabilities and Capital
Deposits from the public 310,692 297,230
Deposits from banks 4,679 4,322
Deposits from the government 397 455
Securities lent or sold under agreements to repurchase 109 42
Bonds and subordinated notes* 35,061 33,671
* Of which: subordinated notes not recognized as supervisory capital 7,830 7,719
* Of which: subordinated notes recognized as supervisory capital** 12,387 14,158
## Of which: eligible as supervisory capital components - - [TA
## Of which: ineligible as supervisory capital components and subject to
transitional directives 12,387 14,158 [1B
Liabilities in respect of derivative instruments* 16,178 16,777
* Of which: in respect of own credit risk - - 10
Other liabilities 22,859 23,686
* Of which: collective allowance for credit losses included inTier 2 capital 635 586 12
* Of which: liability in respect of deferred tax attributed to pensions - -
* Of which: liability in respect of deferred tax on intangible assets - - 7
Total liabilities 389,975 376,183
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the composition of the supervisory balance sheet, with references to the components of supervisory

capital (continued):

Sept. 30, Dec.31, References to
2015 2014 components
of supervisory

Consolidated supervisory

balance sheet capital

NIS millions
Shareholders' equity* 32,741 31,361
* Of which: ordinary share capital and premium, retained earnings, other
comprehensive income, and capital reserves** 32,741 31,361
#* Of which: ordinary share capital 1,327 1,323 |
#% Of which: premium on ordinary shares 6,736 6,681 2
#% Of which: retained earnings 24,298 22,243 3
#% Of which: cumulative other comprehensive income*** 238 945 4A
##%k Of which: adjustments for presentation of securities available for sale at
fair value 548 96|
##% Of which: net losses in respect of cash-flow hedges 3) 6) 9
% Of which: net adjustments from translation, after hedge effects 4 (10)
#% Of which: capital reserves from a benefit due to share-based payment
transactions 142 169 4B
* Of which: senior share capital - -
#% Of which: eligible as supervisory capital components - -
#% Of which: ineligible as supervisory capital components and subject to
transitional directives - -
* Of which: other capital instruments - -
## Of which: eligible as supervisory capital components - -
#* Of which: ineligible as supervisory capital components and subject to
transitional directives - -
Non-controlling interests* 203 250

* Of which: non-controlling interests attributable to common equity Tier |
capital 164 224 5

* Of which: non-controlling interests attributable to additional Tier | capital - -

* Of which: non-controlling interests attributable to Tier 2 capital - -

* Of which: non-controlling interests not attributable to supervisory capital 39 26
Total capital 32,944 31611
Total liabilities and capital 422,919 407,794
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Capital Adequacy
Set out below are data regarding risk-adjusted assets and capital requirements in respect of credit risk, market risk,

and operational risk:

Sept. 30,2015 Dec. 31,2014
Risk-adjusted Capital  Risk-adjusted Capital
assets requirements'” assets requirements”
NIS millions
Credit risk
Sovereign debt 2,257 283 2,593 324
Debts of public-sector entities 3,406 427 3,105 388
Debts of banking corporations 5,988 751 7,341 918
Debts of corporations 135,896 17,041 137,059 17,132
Debts secured by commercial real estate 61,920 7,765 56,300 7,038
Retail exposures to individuals 43,315 5,432 40,665 5,083
Loans to small businesses 6,797 852 6,387 798
Housing loans 35,030 4,393 33,092 4,137
Securitization 98 12 97 12
Other assets 18,433 2,311 19,715 2,464
CVA risk 4,963 622 4,975 622
Total in respect of credit risk 318,103 39,889 311,329 38916
Market risks 5,506 690 5269 659
Operational risk 22,606 2,835 22,275 2,784
Total risk-adjusted assets in respect of the various risks 346,215 43,414 338,873 42,359
Common equity Tier | capital 32,904 31,482
Tier | capital 34,613 33,436
Total capital 49,217 49 477
%

Ratio of common equity Tier | capital to risk-adjusted assets 9.50% 9.29%
Ratio of Tier | capital to risk-adjusted assets 10.00% 9.87%
Ratio of total capital to risk-adjusted assets 14.22% 14.60%
Minimum common equity Tier | capital ratio required
by the Supervisor of Banks ®9.04% 99.00%
Minimum total capital ratio required by the Supervisor
of Banks ©12.54% @12.50%

(I The capital requirements were calculated in accordance with the minimum total capital ratio of 12.54% required by the
Supervisor of Banks.

(2) The capital requirements were calculated in accordance with the minimum total capital ratio of 12.5% required by the Supervisor
of Banks.

(3) The minimum required common equity Tier | capital ratio and the minimum required total capital ratio are 9% and 12.5%,
respectively, from January |,2015,to December 31,2016;and 10% and |3.5%, respectively, beginning January I,2017. Beginning
January 1,2015, a capital requirement is added to these ratios at a rate representing 1% of the balance of housing loans at
the reporting date. This requirement is being implemented gradually, over the course of eight quarters, up to January |,2017.
Accordingly, the minimum common equity Tier | capital ratio and the minimum total capital ratio required by the Supervisor
of Banks as of January I, 2017, on a consolidated basis, according to data at the reporting date, will be 10.2% and 13.7%,
respectively. With regard to the balance of housing loans, see Note 3A(2) to the Condensed Financial Statements.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Credit Risk Exposures

Set out below is the segmentation of credit risk exposures by counterparty and by main types of credit exposures,

before allowance for credit losses'"”

September 30,2015

Sovereign Public Banking Corporations Secured by  Retail to Small  Housing Securitization ~ Others Gross  Average

sector corporations commercial individuals businesses loans credit gross credit

real estate exposure”  exposure

NIS millions

Loans®” 50,538 4,717 7,028 103,133 37,822 57,914 8,929 65,187 - - 335,268 333,242

Bonds® 38,970 1,204 5,238 5,303 608 - - - - - 51,323 48,463

Derivatives® 33 891 1,905 7,284 409 31 275 8 - - 10,836 11,448
Other off-balance

sheet exposures 917 2,378 2,068 76,077 53,082 50,672 3,493 1,676 196 - 190,559 187,193

Other assets® - - - - - - - - - 16,459 16,459 16,827

Total 90,458 9,190 16,239 191,797 91,921 108,617 12,697 66,871 196 16,459 604,445 597,173

December 31,2014

Sovereign Public Banking Corporations Secured by  Retail to Small  Housing Securitization ~ Others Gross  Average

sector corporations commercial individuals businesses loans credit gross credit

real estate e><posure<2> exposure

NIS millions

Loans"” 45,789 4,460 8,132 102,045 35487 54,541 8448 61,240 - - 320,142 302,307

Bonds® 39,637 1,316 5,396 5,196 642 - - - - - 52,187 55,960

Derivatives® 32 1,019 3212 7,188 352 39 233 [ - - 12,086 9,634
Other off-balance

sheet exposures 1,999 3468 2,457 78,958 46,901 48,507 3,289 2,327 194 - 188,100 179,031

Other assets® - - - - - - - - - 17,062 17,062 15,682

Total 87,457 10,263 19,197 193,387 83,382 103,087 11970 63578 194 17062 589577 562614

(1) After deduction of charge-offs, and before deduction of the allowance for credit losses on an individual and collective basis.

(2) Before conversion to credit of off-balance sheet components (e.g. weighting of unutilized credit facilities as credit), before credit risk mitigation as a result of
the execution of certain actions (e.g. use of guarantees), and after offsetting of transactions in derivatives (netting).

Including credit to the public, credit to the government, and deposits with central banks; after deduction of liabilities in respect of transactions in derivative
instruments subject to CSA agreements.

Not including bonds in the trading portfolio.

Positive fair value of derivatives, including the add-on reflecting the amount of the future potential exposure to credit in respect of the balance of the face
value of derivative instruments, after offsetting of transactions in derivatives (netting).

(6) Including cash, advance payments to tax authorities, shares, and other assets with no counterparty, such as buildings and equipment.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

The main gross credit exposures derive from loans extended by the Bank to its customers and from off-balance sheet
exposures, which mainly include credit facilities, guarantees, and commitments to extend credit.

Gross credit exposures as at September 30, 2015 totaled approximately NIS 604.4 billion, compared with
NIS 589.6 billion as at December 31, 2014, an increase of approximately NIS 14.8 billion. The increase mainly
resulted from an increase in exposure to debts secured by commercial real estate, in the amount of approximately
NIS 8.5 billion;an increase in retail exposure to individuals (including small businesses), in the amount of approximately
NIS 6.3 billion; an increase in deposits with central banks and credit to governments, in the amount of approximately
NIS 4.7 billion; and an increase in credit exposures in respect of housing loans, in the amount of approximately
NIS 3.3 billion. This increase was mainly offset by a decrease in exposure to banking corporations, in the amount of
approximately NIS 2.9 billion; a decrease in exposure to corporations, in the amount of approximately NIS 1.6 billion; a
decrease in exposure to debts of public-sector entities, in the amount of approximately NIS 1.1 billion;and a decrease
in government bonds, in the amount of approximately NIS 0.7 billion.

Approximately 32% of the gross credit exposure of the Bank derives from exposure to corporations handled by the
Corporate Banking Area, or other clients each of whose total balance of credit, calculated in accordance with the
directive, exceeds NIS 5 million. Risk-adjusted assets in respect of such customers are weighted according to ratings
by international rating agencies, or at 100% in the absence of such ratings.

Approximately 20% of the gross credit exposure of the Bank derives from retail exposure to customers each of
whose total balance of credit, calculated in accordance with the directive, does not exceed NIS 5 million (including
small businesses). Subject to compliance with certain conditions, the directive permits weighting of risk-adjusted assets
in respect of such exposures at 75%.

Sovereign credit exposures, constituting approximately 5% of the gross credit exposure of the Bank, primarily
include deposits with central banks in Israel and in the United States, and investments in bonds issued by the Israeli
government and the United States government.

Credit exposure in respect of housing loans, constituting approximately | 1% of the gross credit exposure of the
Bank, includes credit granted for the purchase of homes. Subject to compliance with certain conditions, the directive
permits weighting of risk-adjusted assets in respect of such exposures, where the ratio of the loan to the value of
the asset at the date of granting of the loan (LTV) does not exceed 60%, at 35%-50%. Housing loans with a financing
rate of more than 60% are weighted at 75%, the risk weight applied to the supervisory retail portfolio, subject to
compliance with the terms for eligibility for this portfolio.

Approximately 15% of the gross credit exposure of the Bank derives from exposure to debts secured by commercial

real estate, including credit granted for the purchase of income-bearing commercial real estate.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Set out below is the segmentation of gross credit exposure, before deducting the allowance for credit losses‘”, by

contractual term to maturity (the last period), according to the principal types of financial instruments:

September 30,2015

Up to | yearto Over Other Effect Gross credit
| year 5 years 5 years of netting  exposure®
agreements
NIS millions
Loans® 151,001 84,024 100,243 - - 335,268
Bonds” 13,844 22,494 14,985 - - 51,323
Derivatives® 7,895 7,411 9,225 - (13,695) 10,836
Other off-balance sheet exposures 34,120 152,207 4,232 - - 190,559
Other assets® 3,261 - - 13,198 - 16,459
Total 210,121 266,136 128,685 13,198 (13,695) 604,445

December 31,2014

Up to | yearto Over Other Effect Gross credit
| year 5 years 5 years of netting  exposure®
agreements
NIS millions
Loans® 144,504 78,164 97474 - - 320,142
Bonds® 8,460 23,116 20611 - - 52,187
Derivatives® 9,639 6919 8,791 - (13263) 12,086
Other off-balance sheet exposures 32,773 I51,153 4,174 = - 188,100
Other assets® 2,364 - - 14,698 - 17,062
Total 197,740 259,352 131,050 14,698 (13263) 589,577

(1 After deduction of charge-offs, and before deduction of the allowance for credit losses on an individual and collective basis.

(2) Before conversion to credit of off-balance sheet components (e.g. weighting of unutilized credit facilities as credit), before
credit risk mitigation as a result of the execution of certain actions (e.g. use of guarantees), and after offsetting of transactions
in derivatives (netting).

(3) Including credit to the public, credit to the government, and deposits with central banks; after deduction of liabilities in respect
of transactions in derivative instruments subject to CSA agreements.

(4) Not including bonds in the trading portfolio.

(5) Positive fair value of derivatives, including the add-on reflecting the amount of the future potential exposure to credit in respect
of the balance of the face value of derivative instruments, after offsetting of transactions in derivatives (netting).

(6) Including cash, advance payments to tax authorities, shares, and other assets with no counterparty, such as buildings and
equipment.

For the distribution of the balance of problematic debts and the balance of the allowance for credit losses by economic
sector, see Appendix 3 to the Management Review regarding credit risk by economic sector.

For the distribution of credit exposures by geographical region, see Appendix 4 to the Management Review regarding
exposure to foreign countries.

For further information regarding problematic loans and the allowance for credit losses, see Note 3 to the Condensed

Financial Statements.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Credit Risk Mitigation

The Bank applies the comprehensive standardized approach in order to determine risk weightings to apply to the
counterparty.The standardized approach requires the use of independent ratings prepared by international rating agencies.
The following tables present details of gross credit exposure (after deducting the allowance for credit losses on an
individual basis) by risk weightings, with segmentation of the exposure by counterparty (segments), before and after

credit risk mitigation in respect of recognized collateral.

Before credit risk mitigation

September 30,2015

0% 20% 35% 50% 75% 100% 150% 250% Gross

credit

exposure“)

NIS millions

Sovereign 81,474 6,767 - 470 - 1,747 - - 90,458

Public sector - 2,819 - 6,365 - 6 - - 9,190

Banking corporations - 12,984 - 2,856 - 399 - - 16,239

Securities companies - - - - - - - - -

Corporations - 2,135 - 3,879 - 183,149 1,896 - 191,059
Secured by commercial

real estate - - - - - 9LI170 572 - 91,742

Retail to individuals - - - - 107,754 148 592 - 108,494

Small businesses - - - - 12,282 295 75 - 12,652

Housing loans - - 31,035 11,311 18,995 5,298 232 - 66,871

Securitization - - - - - 196 - - 196

Others 3,331 - - - - 8,913 775 3,440 16,459

Total 84,805 24,705 31,035 24,881 139,031 291,321 4,142 3,440 603,360

December 31,2014

0% 20% 35% 50% 75% 100% 150% 250% Gross

credit

exposure“)

NIS millions

Sovereign 77,540 7,232 - 325 - 2,360 - - 87457

Public sector - 3,789 - 6,468 - 6 - - 10,263

Banking corporations - 13,366 - 5071 - 760 - - 19,197

Securities companies - - - - - - - - -

Corporations - 1,803 - 3,348 - 184375 3,165 - 192,691
Secured by commercial

real estate - - - - - 82714 514 - 83228

Retail to individuals - - - - 102223 173 564 - 102960

Small businesses - - - - [1,599 255 75 - |1,929

Housing loans - - 32569 7,441 14,762 8,563 242 - 63577

Securitization - - - - - 194 - - 194

Others 2416 - - - - 10,720 640 3286 17,062

Total 79956 26,190 32,569 22,653 128584 290,120 5,200 3286 588558

(1) Before conversion to credit of off-balance sheet components (e.g. weighting of unutilized credit facilities as credit), before
credit risk mitigation as a result of the execution of certain actions (e.g. use of guarantees), and after offsetting of transactions
in derivatives (netting).
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

After credit risk mitigation

September 30,2015

0% 20% 35% 50% 75% 100% 150% 250% Net credit
exposure’’
NIS millions
Sovereign 81,475 6,767 - 367 - 869 - - 89,478
Public sector 1,628 2,819 - 6,365 - 6 - - 10,818
Banking corporations - 14,940 - 16,777 - 295 - - 32,012
Corporations - 2,131 - 3,822 - 175,997 1,808 - 183,758
Secured by commercial
real estate - - - - - 90,688 570 - 91,258
Retail to individuals - - - - 90,439 148 589 - 9LI176
Small businesses - - - - 10,906 294 73 - 11,273
Housing loans - - 31,035 11,311 18,995 5,298 232 - 66,871
Securitization - - - - - 196 - - 196
Others 3,331 - - - - 8,913 775 3,440 16,459
Total 86,434 26,657 31,035 38,642 120,340 282,704 4,047 3,440 593,299
December 31,2014
0% 20% 35% 50% 75% 100% 150% 250% Net credit
exposure!”
NIS millions
Sovereign 78,289 7,232 - 227 - 1,642 - - 8739
Public sector 1,258 3,789 - 5718 - 6 - - 10,771
Banking corporations - 15272 - 17964 - 660 - - 33896
Corporations - 1,803 - 3,348 - 177412 3,084 - 185,647
Secured by commercial
real estate - - - - - 81967 511 - 82478
Retail to individuals - - - - 85907 172 563 - 86642
Small businesses - - - - 10,271 255 74 - 10,600
Housing loans - - 32461 7,549 14,762 8,563 242 - 63577
Securitization - - - - - 194 - - 194
Others 2416 - - - - 10720 640 3286 17,062
Total 81,963 28096 32461 34806 110940 281591 5114 3286 5787257

(1) Before conversion to credit of off-balance sheet components (e.g. weighting of unutilized credit facilities as credit), after credit
risk mitigation, and after offsetting of transactions in derivatives (netting).
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Use of Eligible Collateral for Credit Risk Mitigation
The following table lists the types of collateral used, and presents the exposures covered by guarantees, exposures

covered by credit derivatives, and exposures covered by eligible financial collateral, by counterparty:

September 30,2015

Gross  Exposure  Exposure Total Total  Exposure Net credit
credit covered by coveredby  amounts amounts covered exposure’”

exposure’ guarantees derivatives subtracted added® by financial

collateral”

NIS millions

Sovereign 90,458 (980) - (980) - - 89,478
Public sector 9,190 - - - 1,628 - 10,818
Banking corporations 16,239 (648) - (648) 16,690 (269) 32,012
Corporations 191,059  (1,175) - (LL175) 2 (6,128) 183,758
Secured by commercial real estate 91,742 4) - 4) - (480) 91,258
Retail to individuals 108,494 (15,262) - (15,262) - (2,056) 91,176
Small businesses 12,652 (249) - (249) - (L130) 11,273
Housing loans 66,871 - - - - - 66,871
Securitization 196 - - - - - 196
Others 16,459 - - - - - 16,459
Total 603,360 (18,318) - (18,318) 18,320 (10,063) 593,299

December 31,2014

Gross  Exposure  Exposure Total Total  Exposure Net credit
credit covered by coveredby  amounts amounts covered exposure’”

exposure!” guarantees derivatives subtracted added® by financial

collateral”

NIS millions

Sovereign 87,457 817) - 817) 750 - 87,390
Public sector 10,263 (750) - (750) 1,258 - 10,771
Banking corporations 19,197 (442) - (442) 15,672 (531) 33,896
Corporations 192,691 (1,133) - (1,133) 86 (5997) 185647
Secured by commercial real estate 83228 (40) - (40) - (710) 82478
Retail to individuals 102,960  (14,280) - (14,280) - (2038) 86,642
Small businesses 11,929 (218) - (218) - (LI 10,600
Housing loans 63,577 - - - - - 63,577
Securitization 194 - - - - - 194
Others 17,062 - - - - - 17,062
Total 588558  (17,680) - (17,680) 17,766  (10387) 578257

(I Before conversion to credit of off-balance sheet components (e.g. weighting of unutilized credit facilities as credit), before
credit risk mitigation, and after offsetting of transactions in derivatives (netting).

(2) Including an additional safety coefficient appropriate for exposure to borrowed securities.

(3) After taking safety coefficients into account.

(4) Before conversion to credit of off-balance sheet components (e.g. weighting of unutilized credit facilities as credit), after credit
risk mitigation, and after offsetting of transactions in derivatives (netting).
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

The use of eligible collateral led to a decrease in credit exposures assigned risk weightings of 75% and 100%. Credit

exposures in the amount of approximately NIS 18.3 billion were assigned reduced risk weightings, mainly due to the

use of guarantees of banking corporations. In addition, the use of eligible financial collateral, mainly including pledged

deposits and government bonds, led to a reduction of the overall credit exposure by a total of approximately

NIS 10.1 billion.

Credit Risk in Respect of Derivative Financial Instruments

As of December 31,2012, the Bank offsets transactions in derivatives, for capital-adequacy purposes, under bilateral

netting arrangements that fulfill the conditions of the directive. The offsets are performed in accordance with the

procedures and policies established at the Bank.

September 30,2015
Interest-rate Foreign-currency Share Precious Commodity Total
derivatives and gold derivatives metals derivatives
derivatives
NIS millions
Positive gross fair value 9,370 4,468 1,524 23 57 15,442
Add-on values 2,920 5,294 775 4 96 9,089
Effect of netting agreements - - - - - (13,695)
Eligible collateral - - - - - (1,403)
Net credit exposure 12,290 9,762 2,299 27 153 9,433
December 31,2014
Interest-rate Foreign-currency Share Precious Commodity Total
derivatives and gold derivatives metals derivatives
derivatives
NIS millions

Positive gross fair value 8,766 6,235 1,314 15 152 16,482
Add-on values 3,037 4876 898 7 49 8,867
Effect of netting agreements - - - - - (13,263)
Eligible collateral - - - - - (1,352)
Net credit exposure 11,803 RRN 2,212 22 201 10,734
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

The following table details the face value of the Bank's credit-derivative portfolio, used for risk management in the

Bank's credit portfolio (the Bank is not a party to CDS transactions originating in mediation activities):

September 30,2015

Face value in NIS millions

Banking book Total face

Protection Protection valuj of C;edlt

acquired sold erivatives

Credit derivatives 50 137 187

December 31,2014

Face value in NIS millions

Banking book Total face

Protection Protection valuj of Ci.edlt

acquired sold erivatives

Credit derivatives 50 136 186

Securitization Exposures
Securitization exposures of the Bank arise from liquidity lines provided by the Bank to various securitization entities.
The Bank uses the lower of the ratings assigned by two international credit rating agencies, Standard and Poor's Rating

Group and Moody's Investor Service, to assign the relevant risk weights to these exposures.

The following table details securitization exposures acquired by the Bank and the relevant capital requirements:

September 30,2015 December 31,2014
Risk weight Amount of Capital Amount of Capital
exposure!”  requirements” exposure!”  requirements®
NIS millions

AAA to AA- 20% - - - -
A+ to A- 50% - - - -
BBB+ to BBB- 100% 98 12 97 12
BB+ to BB- 350% - - - -
B+ or lower or unrated 1,250% - - - -
Total 98 12 97 12

(1) After conversion to credit in respect of off-balance sheet components.

(2) The capital requirements were calculated in accordance with the minimum total capital ratio of 12.54% required by the
Supervisor of Banks. The minimum required total capital ratio is 12.5% from January |, 2015, to December 31,2016, and
13.5% beginning January |,2017.Beginning January |,2015, a capital requirement is added to this ratio at a rate representing
1% of the balance of housing loans at the reporting date. This requirement is being implemented gradually, over the course of
eight quarters, up to January I,2017. Accordingly, the minimum total capital ratio required by the Supervisor of Banks as of
January [,2017, on a consolidated basis, according to data at the reporting date, will be 13.7%.

(3) The capital requirements were calculated in accordance with the minimum total capital ratio of 12.5% required by the Supervisor
of Banks.
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Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

Capital Requirements in Respect of Market Risks

September 30,2015" December 31,2014%
Specific risk ~ General risk Total  Specific risk ~ General risk Total
NIS millions
Interest-rate risk 82 341 423 75 414 489
Share risk 6 6 12 6 6 12
Foreign currency exchange-rate risk - 130 130 - 86 86
Option risk - 125 125 - 72 72
Total 88 602 690 8l 578 659

() The capital requirements were calculated in accordance with the minimum total capital ratio of 12.54% required by the
Supervisor of Banks. The minimum required total capital ratio is 12.5% from January |, 2015, to December 31,2016, and
13.5% beginning January |,2017.Beginning January |,2015, a capital requirement is added to this ratio at a rate representing
1% of the balance of housing loans at the reporting date. This requirement is being implemented gradually, over the course of
eight quarters, up to January I,2017. Accordingly, the minimum total capital ratio required by the Supervisor of Banks as of
January I,2017, on a consolidated basis, according to data at the reporting date, will be 13.7%.

(2) The capital requirements were calculated in accordance with the minimum total capital ratio of 12.5% required by the Supervisor
of Banks.

Positions in Shares in the Banking Book

The following are details of the Bank's investments in shares in the banking book:

September 30,2015 December 31,2014
Balance sheet Capital ~ Balance sheet Capital
value and  requirements"” value and  requirements®
fair value fair value
NIS millions
Investments classified into the trading portfolio 50 @2 50 @12
Investments classified into the available-for-sale portfolio 2,533 346 2,563 345
Total investments in shares 2,583 358 2613 357
Of which: traded on the stock exchange 1,973 2,001
Privately held 610 612
Unrealized gains included in supervisory capital 249 313

() The capital requirements were calculated in accordance with the minimum total capital ratio of 12.54% required by the
Supervisor of Banks. The minimum required total capital ratio is 12.5% from January |,2015, to December 31,2016, and
13.5% beginning January |,2017.Beginning January |,2015, a capital requirement is added to this ratio at a rate representing
1% of the balance of housing loans at the reporting date. This requirement is being implemented gradually, over the course of
eight quarters, up to January I, 2017. Accordingly, the minimum total capital ratio required by the Supervisor of Banks as of
January I,2017, on a consolidated basis, according to data at the reporting date, will be 13.7%.

(2) The capital requirements were calculated in accordance with the minimum total capital ratio of 12.5% required by the Supervisor
of Banks.

(3) Including capital allocation with respect to specific market risk and general market risk.

28 Bank Hapoalim B.M. and its Consolidated Subsidiaries



Basel Pillar 3 Additional Disclosure as at September 30,2015 (continued)

(2) Liquidity Coverage Ratio

On September 28, 2014, the Supervisor of Banks issued a circular adding Proper Conduct of Banking Business
Directive 221, "Liquidity Coverage Ratio,” which adopts the recommendations of the Basel Committee with regard
to the liquidity coverage ratio (LCR) in the banking system in Israel. The LCR refers to a horizon of thirty days, in
a stress scenario, and is aimed at ensuring that banking corporations maintain a supply of high-quality liquid assets
that covers the corporation’s liquidity needs during that timeframe, in accordance with the scenario described in
the directive. The directive establishes the method of calculation of the LCR, including a definition of characteristics
and operational requirements for the "‘supply of high-quality liquid assets” (the numerator) and the applicable safety
margins, and defines the net expected outgoing cash flow in the stress scenario defined in the directive for the coming
thirty calendar days (the denominator).This flow includes, among other matters, some withdrawal of various types of
deposits, in accordance with the coefficients in the scenario, some utilization of credit facilities provided by the Bank,
and more, with the deduction of repayment during the month of credit granted by the Bank, at certain coefficients, etc.
Classifications of bonds, types of deposits, types of credit facilities, etc., and the applicable coefficients were established
in the directive. Accordingly, a change in the volume or composition of liquid assets, a change in the volume of any
of the types of deposits defined in the directive, changes in the volume of credit facilities and guarantees subject to
a liquidity requirement, etc,, may lead to a change in the ratio.

Pursuant to the transitional directives, a minimum requirement of 60% has been established, beginning April |, 2015,
increasing to 80% on January |,2016 and to 100% from January |, 2017, forward. However, during times of financial
stress, banking corporations will be permitted to fall below these minimum requirements. Separate requirements
apply in total currencies and in foreign currency, at the level of the standalone banking corporation and consolidated,
and the ratio is calculated accordingly. A banking corporation that does not comply with the ratio is required to
report immediately to the Supervisor of Banks; after three days of deviation, the corporation must submit a plan for
compliance with the minimum requirement.

In general, the LCR according to Proper Conduct of Banking Business Directive 22| is stricter than the internal models
applied at the Bank. During the quarter; the average consolidated ratio was 92%, and the average standalone ratio
for the banking corporation was 84%, versus the minimum requirement of 60%.The ratio rose during the quarter, as
compared to the preceding quarter, due to a change in the composition of liquid assets, at the standalone banking
corporation and consolidated; adjustment of the composition of expenses in light of the directive; an increase in
sources of income; and improvements in measurement. There was some volatility from day to day during the month,
and some interchange between NIS and foreign currency, mainly due to activity in derivatives.

The liquid assets of the Bank mainly consist of Israeli government bonds in NIS and in foreign currency, and deposits
with central banks (the Bank of Israel and the Federal Reserve).The main source of financing of the Bank is deposits
from retail customers and small businesses, which generate low liquidity risk relative to other resources. In addition,
the Bank obtains financing through issues, deposits from business and financial companies, and more. Deposits from
business and financial entities with a maturity date of up to one month are subject to high exit coefficients, pursuant
to the directive, and therefore have a relatively large contribution to the outgoing flow. The Bank monitors the
concentration of financing sources, in various breakdowns, in both NIS and foreign currency, and complies with the
internal limits in this area.

Derivatives create a large incoming flow and a large outgoing flow, but their net contribution in all currencies is low.
The Bank does not consider collateral which it is required to deposit against derivatives activity as liquid assets; volatility

in the volume of this deposit is taken into consideration, as required in the directive.
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The Bank calculates its standalone liquidity ratio every day, divided into NIS and foreign currency. The Bank tracks this
ratio at the subsidiaries and calculates the consolidated ratio on a monthly basis, in accordance with the transitional
directives. The calculation of the consolidated ratio takes into consideration limits that may apply to the transfer of
liquidity from some of the subsidiaries during a crisis, particularly banking subsidiaries overseas.The standalone banking
corporation ratio is reported as an average of daily observations, while the consolidated ratio is reported as the
average of three monthly observations. The Board of Directors of the Bank has adopted an internal limit stricter than

the regulatory LCR requirement, both for the standalone banking corporation and consolidated.

For the three
months ended
Sept. 30,2015

%

A. Consolidated data

Liquidity coverage ratio 92%

Minimum liquidity coverage ratio required by the Supervisor of Banks* 60%

B. Data of the Bank

Liquidity coverage ratio 84%

Minimum liquidity coverage ratio required by the Supervisor of Banks* 60%

C. Significant subsidiaries**

Bank Hapoalim Switzerland

Liquidity coverage ratio according to local regulation 163%

Minimum required liquidity coverage ratio according to local regulation 60%

*  The minimum liquidity coverage ratio required by the Supervisor of Banks will rise gradually, from 60% on April I,2015, to
80% on January |,2016,and to 100% from January |,2017, forward.

#% At this stage, credit-card companies are not required to comply with the circular, and shall continue to fulfill the requirements
of Proper Conduct of Banking Business Directive 342. At a later date, credit-card companies will be required to comply with
a supervisory quantitative model adapted to the characteristics of their operations. In addition, Bank Poxzitif is not subject to
the liquidity coverage ratio directive in Turkey.
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Limited Banking Corporation and Consolidated Subsidiaries, for the Three-Month Period Ended
September 30,2015

Total unweighted  Total weighted
value® value**

Total high-quality liquid assets
Total high-quality liquid assets (HQLA) 79,574
Outgoing cash flows

Retail deposits from individuals and small businesses; of which: 176,094 13,134
Stable deposits 55,608 2,780
Less stable deposits 79,742 9,139
Deposits for periods exceeding 30 days (Section 84 of Proper
Conduct of Banking Business Directive 221) 40,744 1,215

Unsecured wholesale financing; of which: 110,036 68,211
Deposits for operational purposes (all counterparties) and deposits
in networks of cooperative banking corporations 1,405 351
Deposits other than for operational purposes (all counterparties) 108,444 67,673
Unsecured debts 187 187

Secured wholesale financing 79

Additional liquidity requirements; of which: 115,268 20,812
Outgoing flows in respect of exposure to derivatives and other safety requirements 13,904 11,100

Outgoing flows in respect of loss of financing of debt products - -

Credit lines and liquidity 101,364 9,712
Other contractual financing obligations 11,084 11,084
Other contingent financing obligations 58,466 2,510
Total outgoing cash flows 115,830
Incoming cash flows
Secured loans (e.g. reselling transactions) 184 184
Incoming flows from exposures settled in order 26,536 18,740
Other incoming cash flows 17,124 10,152
Total incoming cash flows 43,844 29,076

Total adjusted

value**#
Total high-quality liquid assets (HQLA) 79,574
Total net outgoing cash flows 86,754
Liquidity coverage ratio (%) 92%

*  Unweighted values shall be calculated as unextinguished balances for settlement, or which can be settled by the holder within
30 days (with regard to incoming and outgoing flows).

#*  Weighted values shall be calculated after the application of appropriate safety coefficients or incoming and outgoing flow rates
(with regard to incoming and outgoing flows).

##% Adjusted values shall be calculated after the application of (1) safety coefficients and incoming and outgoing flow rates, and
(2) all relevant limits (i.e. a limit on high-quality liquid assets at level 2B and at level 2, and a limit on incoming flows).
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(3) Leverage Ratio

On April 28,2015, the Supervisor of Banks issued Proper Conduct of Banking Business Directive 218,"Leverage Ratio”
(hereinafter:the “Directive”).The Directive establishes a simple, transparent, non-risk-based leverage ratio, which will
serve as a reliable measurement complementary to risk-based capital requirements, and which is designed to limit
the accumulation of leverage at banking corporations.

The leverage ratio is expressed as a percentage, and is defined as the ratio of the capital measurement to the
exposure measurement. Capital, for the purpose of measurement of the leverage ratio, is Tier | capital, as defined in
Proper Conduct of Banking Business Directive 202, taking into consideration the transitional arrangements that have
been established. The total exposure measurement is the total of balance sheet exposures, exposures to derivatives
and to securities financing transactions, and off-balance sheet items. In general, the measurement is consistent with
accounting values, and risk weights are not taken into account. In addition, physical or financial collateral, guarantees,
or other credit risk mitigation techniques cannot be used to reduce the exposure measurement, unless otherwise
noted in the Directive. Balance sheet assets deducted from Tier | capital (in accordance with Proper Conduct of
Banking Business Directive 202) are deducted from the exposure measurement. Pursuant to the Directive, exposure
in respect of derivatives is calculated in accordance with Appendix C to Proper Conduct of Banking Business Directive
203; exposures in respect of off-balance sheet items are calculated by converting the notional amount of the items
using credit conversion coefficients, as established in Proper Conduct of Banking Business Directive 203.

Pursuant to the Directive, banking corporations shall comply with a leverage ratio of no less than 5% on a consolidated
basis. Banking corporations whose total balance sheet assets on a consolidated basis constitute 20% or more of the
total balance sheet assets in the banking system shall comply with a leverage ratio of no less than 6%. Based on the
foregoing, the minimum required leverage ratio for the Bank is 6%.

Banking corporations are required to maintain the leverage ratio as of January |, 2018. Banking corporations that
comply with the applicable minimum leverage ratio requirement at the date of publication of the Directive shall not

lower the ratio below the threshold established in the Directive.
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(3) Leverage ratio (continued)

Sept. 30,2015

NIS millions
A. Consolidated data
Tier | capital 34,613
Total exposures 482,123

%

Leverage ratio 7.18%
Minimum leverage ratio required by the Supervisor of Banks 6.00%
B. Significant subsidiaries
Isracard
Leverage ratio 12.16%
Minimum leverage ratio required by the Supervisor of Banks 5.00%
Bank Hapoalim Switzerland*
Leverage ratio 10.60%
Bank Pozitif
Leverage ratio 11.99%
Minimum required leverage ratio according to local regulation 3.00%

*  Local regulation in Switzerland does not impose a minimum leverage ratio requirement.

Comparison of balance sheet assets to exposure measurement, for the purposes of the leverage

ratio

Sept. 30,2015

NIS millions

Total consolidated assets as per published financial statements 422,919
Adjustment for investments in banking, financial, insurance, or commercial entities that are consolidated for
accounting purposes but outside the scope of regulatory consolidation -
Adjustment for fiduciary assets recognized on the balance sheet pursuant to the Public Reporting Directives,
but excluded from the leverage ratio exposure measurement -
Adjustments for derivative financial instruments (7,089)
Adjustments for securities financing transactions -
Adjustments for off-balance sheet items 63,177
Other adjustments 3,116
Exposure for the purposes of the leverage ratio 482,123
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Leverage Ratio Disclosure

Sept. 30,2015

NIS millions/
percent

On-balance sheet exposures
On-balance sheet items (excluding derivatives and securities financing transactions, but including collateral) 410,596
Asset amounts deducted in determining Tier | capital (170)
Total on-balance sheet exposures (excluding derivatives and securities financing transactions) 410,426
Derivative exposures
Replacement cost associated with all derivatives transactions 4,810
Add-on amounts for potential future exposure associated with all derivatives transactions 5,679
Gross-up for derivatives collateral provided where deducted from the balance
sheet assets pursuant to the Public Reporting Directives -
Deductions of receivables assets for cash variation margin provided in derivatives transactions (2,610)
Exempted central counterparty leg of client-cleared trade exposures -
Adjusted effective notional amount of written credit derivatives 137
Adjusted effective notional offsets and add-on deductions for written credit derivatives -
Total derivative exposures 8,016
Securities financing transaction exposures
Gross securities financing transaction assets (with no recognition of
netting), after adjusting for sale accounting transactions 504
Netted amounts of cash payables and cash receivables of gross securities financing transaction assets -
Central counterparty credit risk exposure for securities financing transaction assets -
Agent transaction exposures -
Total securities financing transaction exposures 504
Other off-balance sheet exposures
Off-balance sheet exposure at gross notional amount 190,804
Adjustments for conversion to credit equivalent amounts (127,627)
Off-balance sheet items 63,177
Capital and total exposures
Tier | capital 34,613
Total exposures 482,123
Leverage ratio
Leverage ratio pursuant to Proper Conduct of Banking Business Directive 218 7.18%
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