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ISRAEL . .
DISCOUNT  Disclaimer

=  This document has been prepared by Israel Discount Bank solely for use of the company's
presentation of its second quarter 2009 results as well as strategic updates at various investor
forums.

=  The information contained herein is partial and may include information that has not been
independently verified by any outside entity. It is further emphasized that this presentation does not
constitute an offer or invitation to purchase any securities and/or investments whatsoever.

=  This presentation should not be relied upon in connection with any transaction, contract, commitment
or investment. For full and complete overview of the Banks financial position and results of operations
please view the Bank’s Annual Report for 2008.

=  Neither the Bank nor any of its employees or representatives shall have any liability whatsoever for
any loss and/or damages howsoever arising, directly or indirectly, from any use of this presentation.

= |tis hereby emphasized that no representation or warranty whatsoever is given as to the
achievement or fulfillment of any forecasts about the future prospects of the Bank and the actual
results of the Bank may differ materially from those contemplated taking into account the various risk
factors, changing economic conditions and uncertainties which exist regarding the Banks business
and the result of various operations.

=  For further details see Forward Looking Information section in the Banks financial statements.




ISRAEL Israel Discount Bank

Background

Israel’s Third
Largest
Commercial Bank

« Strong emphasis on Retail, Corporate Banking, International
Banking

Among Fastest * Leading retail franchise and among fastest loan growth in the
Growing and Most domestic market during past 2 years

Liquid in Sector « Loan/Deposit Ratio 82% end-Q209

* Interest and Operating Income at record 12-month high
 Maintaining controlled expense environment

* Improved Asset Quality (vs. Q109)

* CAR Reaches 12% regulatory target in August 09

Performance in
Q2 2009

» Listed on TASE (DSCT, public 49%); Mkt. Cap. ~NIS 7bn ($1.8b);
avg. daily trading volume ~ NIS 25-30 million

* International Controlling Shareholders: Bronfman\Schron Group
26% (State of Israel 25%)
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Second Quarter and First Six Months 2009




Key Highlights for Second Quarter

S—

Proven Capacity to Generate High Recurring Revenues

* Interest Income at record 12-month high : up 35% from Q1 09; Up 12% over Q2 08

» Operating & other income up 24% YoY, driven by increased commissions and gains
on severance compensation fund

» Total income up in all sectors (YoY)

Maintaining Controlled Expense Environment

* Declining salary expense (both Reported and Adj.)
* Declining cost/income ratio to 63% from 81% end-Q109

Improved Asset Quality (vs. Q109)

* Reduction in Problem Loans (- 6%) and in NPL’s (- 5%)
* Deposits up 3% from end-08; Proactively stalled loan increase

CAR Reaches 12% Regulatory Requirement August 09

* Capital issuances in Q2, Coupled with a reduction in RWA will ensure compliance
with regulatory 12% CAR at YE2009

» Moving to increase core tier-1 by 0.5% to 7% by end year 2009




sigor  INncome Statement Highlights

==~ (NIS millions)

Q2 09Q2 08 Cha%‘;g 1H 09 1H 08 Chaﬁ'\‘;‘;
Interest Income, before loan provisions 1,266 1,132 11.8%| 2,206 2,197 0.4%
Loan Provisions 231 139 66.2% 483 232 108.2%
Interest Income, net 1,035 993 4.2% 1,723 1,965 -12.3%
Operating & Other Income 753 609 23.6%| 1,478 1,189 24.3%
Commissions (included in op. income) 647 575 12.5%| 1,297 1,184 9.5%
Operating & Other Expenses 1,281 1,190 7.6%| 2,635 2,566 2.7%
Net income (Reported) 337 221 52.5% 477 256 86.3%
Net income (Adj.) 223 144 54.9% 369 289 27.7%
ROE (Reported) 15.8%  9.9% 11.0% 5.6%
ROE (Adj.) 10.2%  6.4% 8.4%  6.4%




ottty Net Income and ROE (reported and adjusted)

=~ (NIS millions)

Net Income ROE mm Adj.Net Income Adj. ROE
15.8% 12.5%

10.2%

9.9% 6.4% 6.8%

6.5%
4.8%
-1.2%
-5.5%
Q208 Q308 Q408 Q109 Q209 Q208 Q308 Q408 Q109 Q209
Return to Generating Growth in Net Income




sgger  INcome Contribution by Sector

BANK -
N (NIS millions)
Total Income Q208 =Q209
716
618
oo
)
v 383
306 318 317 q e
o ) 234
53 > oS 129 156 137 199
Households Small Business Corporate Commercial Private Banking Financial
Banking Banking Management
Interest Income Q208 Q209
315 291 p.
237 228
190 193 180 175
92 99 118
Households Small Business Corporate Commercial Private Banking Financial
Banking Banking Management
Proven Capacity to Generate High Recurring Revenues Across the Franchise




oisBeEL.  |nterest Income

==~  (NIS millions)
1.91
1.82 1.70
0.93
0.55
1,132 W e
’ 1,057
873 940
Q208 Q3 08 Q4 08 Q109 Q209
Interest Income Interest Margin
Interest Income at 12-Month High: up 35% from Q1 09; Up 12% over Q2 08
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ostoowr  INterest Income — Reported and Adjusted

==~ (NIS millions)

1,182
1,122

Q208 Q308 Q408 Q109 Q209
¥ Reported Interest Income " Ad). to Fair Value of ALM
® Impact of IDBNY Tax Hedge u Capital Gains and/or Provision on Sale, of AFS Bonds

» Realized and unrealized Losses on Traded Bond Portfolio
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oieet.  Provisions for Doubtful Debt

==~  (NIS millions)
1.2%
0, 0,
0.5% 0.6% 0.8% 0.8%
366
252
231
182
139
Q208 Q3 08 Q4 08 Q109 Q209
Provisions Total Provisions / Total Loans
Downward to Stable Trend in Provisions for Doubtful Debt
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olSEEbke Problem Loans Breakdown

~— Quarterly Evolution (NIS millions)

8,790

8.413
8,203 .
832 936
6,815 597 807

6,205

2,070 1.852 2,347 2,460 2,326
Q2 08* Q3 08 Q4 08* Q109 Q209
Non Performing Loans m Watchlist Restructured & Planned for Restructuring In Arrears

Improving Asset Quality — Decline in NPLs and Watchlist Loans

* Reclassified
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et Operating & Other Income

~— (incl. Cumulative Commission Market Share) (NIS millions)

19.5%
18.5%
17.8% 18.5% -
o 745 725 753
639 97 106
609 2
34
663 648
575 650 647
Q2 08* Q3 08* Q4 08* Q109 Q209
Other Income Commissions —i—Commisions Relative Mkt. Share (%)
Strong Recurring Commissions;
Gain on Severance Compensation Funds of NIS 70m in both Q1/09 and
* Reclassified
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Operating & Other Expenses

(NIS millions)

Salaries Adj. Salaries Operating Expenses Cost/Income Ratio
90.6%
77.2% 81.3%
864 68.4% o
1,468 63.4%
814

780 1,314 Upe

775 ) 1,281
745
1SS - 792 1,190
697
649

Q2 08* Q3 08* Q4 08* Q109 Q209 Q2 08* Q3 08* Q4 08* Q109 Q209

* Reclassified

Maintaining Controlled Expense Environment
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ISRAEL
DISCOUNT

« BANK

Balance Sheet Highlights

(NIS millions)

= Credit to the Public Deposits
116,800 117,091 143,064
, , 139,232
90,097 101,899 rLfb,
130,517 130,518
2006 2007 2008 June-09 2006 2007 2008 June-09
Total Assets Shareholders' Equity
189,882 9,637
182,175 ol 9,204 8797
b(' ] D(O [\]
162,523 168,719 7 965 %/
2006 2007 2008 June-09 2006 2007 2008 June-09

Growth in Deposits and Equity; Proactive Scale-Back in Credit
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o0 Capital Ratios

S—

7 91 8.15 8.08

7.41
2 720 T —

722 - 6.92
6.51

2006 2007 2008 June -09

——Core Tier -1 —{— Capital Adequacy Ratio
Tier -1 Capital =-0==-Capital Adequacy Ratio (post-Q209 Capital Raising)

Reached 12% CAR in August 09; Focusing on Supplementing Core Tier-1 by

additional 0.5% percent to 7% by YE 2009
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Loans & Deposits by Business Sector

(NIS millions)

Loans Deposits
1; ,66230 . 1; ,72;221 130232 143,064
22,690 (4.8%) 21,591 40,702 o 41,028
+1.1% - ﬂ 9,733
47,025 47,547 21,720 +7.9% 23,433

Dec. 31, 2008 June. 30, 2009 Dec. 31, 2008 June. 30, 2009
» Retail (Households & SME) Corporate » Retail (Households & SME) Corporate
Commercial Banking Private Banking Commercial Banking Private Banking

Growth in Deposits Fueled by Commercial and Corporate Banking;

with Proactive Scale-Back in Credit, mainly Commercial Bankino
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oistgenr  Group Securities

« BANK

(As of 30.6.09, NIS millions)

Gov. Bonds

US Agencies
Financial Services
Other

Total Fair Value

Depreciated Value

* Financial Services (10%) - made up of Bank securities of leading US financial service co.’s

15,283

12,282 169 12,107 6
3,949 412 3,511 26
2,284 36 2,128 120

37,721 2,250 33,029 2,442

37,737 2,280 33,083 2,374

* Mark-to-Mkt. difference down from 1.2% in Q1/09 to negligible 0.04% in Q2/09
* Increase in Capital Fund from (NIS 196m) end-2008 to NIS 42m end-Q2

Unrealized Losses on AFS Corp Bonds at IDBNY (>12mos) down from $105m Q1/09 to $65m

*84% in Government or US government agency-backed securities

Other
Financial 6%
Services

10%

us
Agencies
33%

Total Fair Value: NIS 37,721m

Depreciated Value: NIS 37,737m
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oseL. Net Income & ROE

~— Israel Credit Cards and Mercantile Discount Bank (NIS millions)

Israel Credit Cards

44.1% 44.5% 0

39.39, 42.2%

184
126 129
108
2006 2007 2008 H1 08 H1 09*
Net Income ROE*

Mercantile Discount Bank

17.2%
1]
14.4 /D 13.10/0
0.3%
214
5.69
148
98 98
61
2006 2007 2008 H108 H109

Net Income -+~ROE

* Following BOD decision, Company not distributing dividend driving higher Equity

Return to Growth in Net Income at Subsidiary Level
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Discount Bancorp

(US$ millions)
Net Income -+~ROE Credit Deposits —a—Loan/Deposit Ratio
0.72
0.70 N
8.20/0 A 0.63 0.63 0.65
A A A
6,205
’ 6,029
5710 920 5,725
4,287
3,969 3.937 3785 3704
8.7 ’
6.3
3.0
2.0
Q208 Q308 Q408 Q109 Q209 Q208 Q308 Q408 Q109 Q209
Lifting of Cease and Desist enables Bank to Move Forward on Strategic Initiatives
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ISRAEL
oM™  In Summary.....

Proven Capacity to Generate High Recurring Revenues

Maintaining Controlled Expense Environment

Improved Asset Quality (vs. Q109)

CAR Reaches 12% Regulatory Requirement August 09




Thank You

)

August 31, 2009
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