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Overview

e Mizrahi Tefahot Bank Ltd. (“Mizrahi Tefahot” or the “Bank’) continues to
demonstrate stability in terms of asset quality indices, and its business status remains
solid despite the economic uncertainty given the high geopolitical risk in the country.

e The Bank’s capital ratio, as we measure it using our Risk Adjusted Capital (RAC)
ratio, stabilizes under 10%, following a strong business growth and the Bank’s
commitment to increase dividend distribution.

e We affirm an issuer rating of ‘ilAAA’ for Mizrahi Tefahot Bank Ltd.

e The stable rating outlook reflects our assessment that the Bank will maintain its
business profile, capital base and its business line status in the upcoming 12-18 months,

despite the challenging macro-economic environment.

The Rating Action
On May 27, 2026, S&P Maalot affirmed Mizrahi Tefahot Bank’s issuer rating at ‘ilAAA’,
with a stable outlook. At the same time, S&P Maalot affirmed the debt ratings of the Bank

and its issuing company, Mizrahi Tefahot Issuing Company Ltd.

Rationale
The State of Israel’s rating was affirmed with a stable outlook. On May 8 2026, S&P
Global Ratings affirmed the ratings for the State of Israel, at ‘A/A-1". with a stable outlook.

The Bank’s performance metrics remain solid, however, the security and geopolitical
risks remain high following the war with Iran, and in other fronts, in the beginning of
2026, including the risk of further escalation. Given the ongoing and continued military
operations on several fronts, we asses that Israel’s gross state product will remain below its
pre-war trend. The geopolitical risk remains high given a possible re-escalation of the
confrontation, which might impact the Bank negatively.

The profitability outlook remains strong despite an expected gradual normalization of
the margins. Mizrahi Tefahot presented a high profitability, with an ROE of 17% in 2025
and 14.1% in Q1 2026. That strong profitability relies on a solid business status, high asset
quality and efficiency. We expect that the profitability will remain strong, and that the ROE
will moderate to a level of around 14%-15% in the upcoming two years, given the rise in
taxes and a less supportive interest rate environment.

We expect that the Bank’s capital base will remain solid, however, we further assess
that the capital ratio will be low compared to our past expectations. We assess that
Mizrahi Tefahot’s Risk Adjusted Capital (RAC) ratio will stabilize around the 9% mark by

2028, unlike our past assessment that the ratio would exceed 10%. The reason for that is the
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strong growth of the Bank’s credit portfolio, and a significant dividend distribution. The

bank’s credit portfolio grew by about 12% in 2025, as the bank exploited the high demand
for residential mortgages — which is the Bank’s core field — and an increase in corporate
loans, as per the business plan. The Bank announced that it intends to increase its total
market share to about 23%-24% by 2027, from about 21.5% in 2025, and increase its
market share in the business sector to about 15%-16% from about 11.7% as of the end of
2024, respectively. Under the premise that the security situation in Israel does not
deteriorate, we assess that the Bank’s credit portfolio will grow by about 8%-10% in 2026.
Our forecasts for the RAC ratio include a gradual increase in dividend distribution to about
50% of the profit, from about 45% in 2025. The Bank’s tier 1 capital ratio as of the end of
March 2026 was 10.17%, which is above the minimum ratio of 9.6% required by the Bank
of Israel.

The Bank’s asset quality remains without a significant change, given the limited
impact of the war on the performance metrics of the Bank and its large mortgage
portfolio. Mortgages constitute about two thirds of the Bank’s credit portfolio, and we
asses that this field is highly resilient and is characterized by a low risk level, given the
intrinsic demand for housing. The recent rapid expansion to new fields might, potentially,
introduce new risks to Mizrahi Tefahot’s asset quality, however, it is our understanding that
the Bank’s underwriting criteria remain meticulous. The rate of the Bank’s non-performing
assets remains stable at about 0.97% of the credit portfolio, as of the end of 2025, and in
our base scenario we expect that level to remain stable. The Bank’s provisions for credit
losses remains stable at about 0.03% of the credit portfolio as of Q1 2026, compared to
0.06% in 2025.

The Rating Outlook

The stable outlook reflects a balance between the high geopolitical and economic risks in
Israel and our assessment that the Bank will continue to demonstrate strong operating
performance in the upcoming two years. We further expect the Bank’s profitability to
remain stable, with an RAC ratio of about 9.0%. The stable outlook takes into account the

high systemic importance of the Bank in Israel.

The Downside Scenario
We might lower the rating if the rating of the State of Israel is downgraded, or if the Bank’s
profitability and capital erode. That scenario may materialize if the war’s spill-over

becomes more significant than expected and the Bank’s asset quality significantly weakens,
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or if the credit portfolio growth accelerates and jeopardizes the Bank’s capital adequacy,

with a significant decrease in the RAC ratio.

Methodology and Related Articles
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Mizrahi Tefahot Bank Ltd

First published
on

Last updated
on

Issuer Rating(s)

Mizrahi Tefahot Issuing

Company Ltd
Issuance rating(s)

First published
on

Long term ilAAA/Stable Oct 9 2003 May 29 2025
Issuer rating history

Long term

May 29 2025 ilAAA/Stable

October 31 2023 ilAAA/Negative

December 25 2014 ilAAA/Stable

November 15 2010 ilAA+/Stable

September 14 2009 ilAA+/Negative

May 28 2007 ilAA+/Stable

October 9 2003 ilIAA+

Last updated
on

Complex subordinated debt

Contingent subordinated bonds | ilAA- Dec 9 2020 May 29 2025
with loss absorption capacity

Series 53

Contingent subordinated bonds | ilAA- Dec 12 2023 May 29 2025
with loss absorption capacity

Series 69

Contingent subordinated bonds | ilAA- Dec 5 2022 May 29 2025
with loss absorption capacity

Series 65

Contingent subordinated bonds | ilAA- Sep 16 2024 May 29 2025
with loss absorption capacity

Series 71

Contingent subordinated bonds | ilAA- May 25 2026 May 25 2026
with loss absorption capacity

Series 73

Short-Term Debt

Series 5 ilA-1+ Jul 13 2025 Jul 13 2025
Series 6 ilA-1+ May 25 2026 May 25 2026
Senior unsecured debt

Series 42 iIAAA May 21 2015 May 29 2025
Series 46 iIAAA Sep 11 2017 May 29 2025
Series 62 iIAAA Oct 6 2021 May 29 2025
Series 63, 64 iIAAA Mar 28 2022 May 29 2025
Series 67 iIAAA May 29 2023 May 29 2025
Series 68 iIAAA Dec 12 2023 May 29 2025
Series 49 iIAAA Jun 6 2019 May 29 2025
Series 52 iIAAA Jun 17 2020 May 29 2025
Series 66 iIAAA Dec 5 2022 May 29 2025
Series 70 ilIAAA Sep 16 2024 May 29 2025
Series 72 ilIAAA May 25 2026 May 25 2026

Additional details \

Event date and time

May 27 2026 15:44

Date and time of the event becoming
known

May 27 2026 15:44

The rating initiator

The rated company
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