THE

Primary Dealers
of Genocide

« 1 ¢ %

® ® ® :
_+LittleSis.*

Public Accountability Initiative

/




srael’s genocide in Gaza and military campaigns across the region over the

past two years are heavily reliant on debt for financing. The last two years of

genocide have led to a significant rise in public debt for Israel, prompting
credit agencies to downgrade their credit rating twice in the span of 12 months.
Nevertheless, Israel has continued to issue debt, borrowing billions of dollars
both internationally and domestically to finance its military operations. Notably,
recent public filings show that Israel is relying more and more on domestic debt
compared to international debt. This is perhaps a response to increasing global
calls for divestment and sanctions. International banks including U.S. financial
giants, however, continue to play a pivotal role in Israel’s domestic debt market.

Currently, there are 12 banks serving as “primary dealers” for Israel’s domestic
public debt market. These banks are key players in Israel’s financial system,
providing crucial services that enable the trading of debt instruments
nationally. Given their central position in Israel’s debt market, these 12 banks
constitute key institutions in the state’s financing apparatus, enabling Israel to
continue to issue bonds and borrow at the scale that it has needed to in order to
continue the genocide and military escalations across the region.

This follow up to our previous report, Downgraded by War, presents a general

analysis of Israel’s public debt based on its most recent SEC filings in Part 1,
and highlights the key “primary dealers” of Israel’s domestic public debt in Part
2. The report underscores that, despite the substantial role of foreign investors,
domestic borrowing remains the state’s main source of public debt financing

at the moment. When it comes to Israel’s sources of financing, the global
divestment movement, particularly in the U.S., has focused primarily on Israel’s
external public debt, especially in the form of Israel Bonds. But given that
Israel’s domestic debt is a much more substantial source of the Israeli state’s
financing, any global actors that play a role in the domestic sovereign debt
market are perhaps more strategic focuses for the divestment movement.

This report reveals and maps out the global reach of Israel’s domestic debt, and
identifies the major international banks that uphold and profit from it. In effect,
our findings show that critical actors behind Israel’s domestic debt include
well-known, consumer-facing financial institutions in the U.S. and Europe.

The analysis shows that 12 banks serve as primary dealers, purchasing
government bonds through auctions and distributing them in the domestic
market. Four of these banks, Bank of America Merrill Lynch, Citibank,
Goldman Sachs, and JP Morgan, are headquartered in the U.S. Each provides
one or more of three key financial services related to Israel’s public debt, which
contribute to financing Israel’s genocide in Gaza: 1) serving as primary dealers
for Israel’s domestic public debt, 2) underwriting sovereign bonds sold in the
global markets, and 3) providing fiscal agency services for Israel’s sovereign bond
issuances.
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https://www.timesofisrael.com/sp-reaffirms-israels-credit-rating-but-maintains-negative-outlook-amid-gaza-war/
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https://littlesis.org/reports/downgraded-by-war/

The Context: Israel’s external and domestic public debt

Since October 2023, Israel’s public debt has been
steadily increasing as a consequence of the huge fiscal
resources it needs to sustain its military mobilization.
On one hand, there’s Israel’s external public debt, bonds
issued in the global markets and owned by foreign
investors. As described by LittleSis’ and ACRE’s report
Downgraded by War, most of Israel’s external public

debt is classified into three types of debt: Israel Bonds’,
sovereign bonds, and U.S. guaranteed bonds.

Each one of these bonds has a different legal and
financial framework:

*  ‘Isracl Bonds’ are underwritten by the
Development Corporation for Israel and aren’t
sellable, meaning there is not a secondary market
for them. They are mainly sold in the U.S., where
several states, counties, and cities use taxpayers’
money to buy them.

*  Sovereign bonds are underwritten by banks
and they can be sold in the financial markets.
According to the annual reports Israel files in
the U.S. Securities and Exchange Commission
(SEC), the majority of Israel’s external public

debt are sovereign bonds.

* U.S. guaranteed bonds are bonds backed by the
full faith and credit of the government of the
United States. If Israel defaults on these bonds,
the U.S. federal government will re-pay them.

Israel’s SEC 2024 Annual Report, in its Exhibit D,
titled “Description of the State of Israel ”, reports how

much of ‘Israel Bonds’, sovereign bonds, and U.S.
guaranteed bonds were outstanding in December 2024.
Those figures show the continuity of long-term trends,
even in the context of war and genocide. According to
the report, Israel Bonds rose to $7.3 billion USD in
2024, an increase of $1 billion compared to 2023 —
matching the growth recorded the previous year. This
increase marks an apparent departure from previous
repeated claims from Israel that it had shifted away
from ‘Israel Bonds.” Since the 2014 Annual Report, the

following statement has been included in each annual

report: “Over the last decade, Israel has made a major
shift away from its classic external borrowing vehicle,
the State of Israel Bonds Organization (‘Israel Bonds’),
in favor of public Sovereign issuances.”

In fact, in the 2024 Annual Report, Israel acknowledged
the current increased investment in ‘TIsrael Bonds’:
“[T]he outbreak of the war in Gaza in October 2023...
was followed by increased investment in Israel Bonds.”

Deutscﬁ:!B_apf_m =

Photo by Tan Kaninthanond on Unsplash

Nevertheless, Israel’s shift toward sovereign bonds, a
trend consistently highlighted in its annual reports,
has diminished the relative importance of Israel Bonds.
Although the relative value of Israel Bonds remained
stable compared to 2023—representing roughly 13%
of total external public debt—sovereign bonds rose

to 84% of all external public debt, up from 80% the
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previous year, reflecting a $7.3 billion increase in 2024.
This growth was bolstered by a major issuance of $5
billion USD in February 2025.

Strikingly, Israel has not issued U.S. guaranteed bonds
in recent years. Outstanding amounts fell from $3.4
billion in December 2023 to $1.1 billion in December
2024. These bonds now account for just 2% of total
external public debt, down from 7% in 2023.

On the other hand, there’s Israel’s domestic public
debt, that is, debt issued in Israel and owned by Israeli
investors. Although, as mentioned, Israel’s public
external debt increased significantly during 2024—
mainly due to sovereign bond issuances—relative to

domestic public debt, the external debt’s share declined.

‘This means that in 2024, domestic debt (identified in
the annual reports as “tradable local currency debt”)

Il Sovereign Bonds

2018 2020 2022 2024

Israel Bonds

made up a larger share of total public debt compared to
2023. According to the 2024 Annual Report, in 2023
domestic debt accounted for 77% and external debt
accounted for approximately 23% of total public debrt.
By December 2024, the shares were 79% and 21%,
respectively. In other words, domestic debt grew at a
faster rate than the external debt.

As of December 2024, Israel’s total domestic public
debt stood at 780 billion NIS, or around $214 billion
USD. SEC filings classify this debt as floating rate
(because their interest fluctuates), fixed rate, and
CPI-Linked (because they are adjusted to inflation).
According to data published by the Bank of Israel, as of
July 2025, the largest portion of Israel’s domestic debt
was held by commercial banks, which owned 23% (see
‘Distribution of Holdings of Tradable Government
Bonds).
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The Profiters: Twelve Banks

Israel issues its domestic debt through financial
institutions that participate in the government’s
bond auctions. According to the Israeli Ministry

of Finance’s rules, there are primarily two types of
auctions: non-exclusive and exclusive. Non-exclusive
auctions are auctions open to all bidders. However,
in exclusive auctions, which comprise the majority of
domestic bond issuances, only banks that meet certain
requirements are selected by the Israeli government.
These banks are called primary dealers because they
are the only financial institutions that are permitted
to purchase bonds directly from the government in
these auctions. Contrary to regular underwriters that
participate in bond issuances on a deal-by-deal basis,
banks that serve as primary dealers must participate
in all bond auctions to comply with Israeli rules (see

articles 16 and 17). Primary dealers profit from these
issuances through the spread between their purchase
prices and selling prices. They are a core component
of Israel’s financial system.

The Israeli Ministry of Finance website currently lists 12
primary dealers, last updated on March 3rd, 2024. Five
of them are Israeli banks: Bank Leumi, Bank Hapoalim,
First International Bank of Israel, Israel Discount

Bank, and Mizrahi Tefahot. The other seven are global
banks: Bank of America Merrill Lynch, Barclays, BNP
Paribas, Citibank, Deutsche Bank, Goldman Sachs,
and JP Morgan. In particular, Barclays has been the
target of protests, among other controversies, due to

its participation as a primary dealer in Israel’s domestic
public debt market. On this issue, Barclays states on its
website that it does not fund the State of Israel directly.
Four of the banks are headquartered in the U.S.: Bank
of America Merrill Lynch, Citibank, Goldman Sachs,
and JP Morgan. These banks profit from their debt
deals with Israel in three main ways.
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As already mentioned, Bank of America Merrill
Lynch, Citibank, Goldman Sachs, and JP Morgan
serve as primary dealers for Israel’s domestic debt
issuances. From the public documents available,
it is not possible to know how much they profit
from these issuances.

They also serve as underwriters for Israel’s
sovereign bonds. These four banks have
underwritten billions of Israeli bonds sold in the
global markets.

Profits vary from issuance to issuance. For
example, in February 2025 these four U.S.

banks and Deutsche Bank underwrote $5 billion
sovereign bonds. Along with Deutsche Bank, they
made $5 million in underwriting fees. In a May
2024 issuance, Bank of America and Goldman
Sachs contributed to the underwriting of $8

billion sovereign bonds. The four banks that
underwrote these bonds made $12.7 million in
underwriting fees.

In 2000, Citibank entered into a Fiscal Agency
Agreement with the State of Israel, providing
services as fiscal agent. This is mentioned in
several official statements of sovereign bonds,
such as the May 2024 $8 billion issuance and
most recently confirmed in the February 2025

$5 billion issuance. Fiscal agents are financial
institutions appointed by the issuer to administer
matters relating to the bonds, including delivering
securities to investors, disbursing payments to
bondholders, and maintaining records, among
other duties. Publicly available documents do not
disclose the fees that Citi, as fiscal agent, charges
the State of Israel for its services.
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