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 Insights into Israeli
Investment Vehicles

Israel has long been well known for attracting foreign venture capital investments into 
its ever growing high-tech industry. Supported by an innovative and entrepreneurial 
spirit across the country, Israel continues to showcase a vibrant high-tech sector 
producing remarkable success stories. Recent data suggests that the Israeli venture 
capital market is ever stronger, not only growing but also supporting more late-
stage investments. A recent report published by the IVC Research Center indicates a 
record-breaking amount of US$1.7 billion was invested in Israeli start-up companies 
during Q2 2016, a 55% increase on the previous quarter. More specifically, the report 
shows that during Q2 2016, Israeli start-ups have attracted greater capital for late-
stage investments, with a quarter on quarter growth of over 23% in the number of 
investments of more than US$20 million. These recent trends may suggest that the 
Israeli high-tech market is beginning to align itself with other more evolved markets, 
producing scalable companies which are looking to grow into unicorns, start-ups 
valued at more than US$1 billion, and not settle for early “exits.”

As the Israeli venture capital market continues to evolve, we have seen an increasing 
variety of investment entities involved in investments in Israel - from early-stage angels, 
accelerators and incubators, to traditional VC funds backed by private individuals, 
corporate entities and, most recently, institutional investors, to the more innovative 
crowdfunding platforms - all of which are supported by a variety of governmental 
backed initiatives aimed to promote innovation in Israel.   

Recent trends in VC Funds’ investments 
In addition to the general growth in the high-tech market, we have also seen recent 
changes in the distribution of activity between foreign and local VC funds, both in 
the size of investments and the growth phase at which investments are made. Based 
on the Most Active Venture Capital Fund Report issued by the IVC Research Center 
in cooperation with APM & Co., Israeli venture capital funds accounted for 48% of 
initial investments made during 2015 in Israeli start-ups – a 6% increase from 2014. 
While Israeli VC funds accounted for only 31% of the VC funds active in Israel, this 
trend shows that Israeli VC funds are highly active in the market. However, data 

indicates that the investment activities of Israeli VC funds is still limited to early-
stage investments, with over 80% of their investments being made in early-stage 
companies. This is in contrast to the investment activities of foreign VC funds which 
are more evenly balanced between the various growth stages. With tail wind in the 
form of investments from Israeli institutional investors and a slew of investments from 
Asian countries headed by China, we expect that Israeli VC funds will assert an even 
stronger presence in the market while continuing to support early-stage start-ups 
and solidifying the market for later stage investments by foreign VC funds.

Recent trends in Strategic investments 
Aside from Israel’s appeal to financial investors, Israel continues to be a major hub 
for large multinational corporations (“MNCs”) looking to tap Israeli innovation. While 
strategic investments of MNCs (either directly, or by way of their corporate ventures 
arm) are not a new phenomenon in Israel, we continue to see a rising number of MNCs 
involved in both M&A and investment transactions in Israel. A prime example for such 
strategic participation in the M&A and investment field can be found in The Nielsen 
Company, a global market leader in measuring consumer behavior. During 2015 Nielsen 
acquired eXelate - a company with a major R&D center in Israel. This was in addition 
to Nielsen’s ongoing early-stage investments through Nielsen Innovative, its early-
stage incubator, which operates under the Technological Incubator Program of the 
Israeli National Authority of Technological Innovation (formerly, the Office of the Chief 
Scientist in the Ministry of Economy) (“OCS”). We believe that this model used by 
MNCs, which combines both strategic investments and M&A transactions, will remain 
strong in the near future - especially with growing interest in Israeli technology from 
Chinese MNCs.

          
the Role of the israeli national Authority of technological innovation 
(oCS)
While, at times, it has remained generally unknown to foreign investors - one of the 
key catalysts to the Israeli high-tech success story is the Israeli government itself, 
through the work of the OCS. The OCS, established in the early 1980s, is responsible 
for executing government policy for support of industrial R&D - with the goal of 
assisting in the development of technology in Israel as a means of fostering economic 
growth. The OCS has been a catalyst in the development of R&D in Israel through the 
programs that is administers, some of which are intended to provide direct financing 
to start-up companies (e.g., Tnufa), while others aim to attract private capital by 
providing supplemental funding (e.g., Young Companies Track). Below are two of the 
programs which the OCS features, which we find particularly appealing to foreign 
investors in Israel.

Global Enterprise Collaboration Program
The program is designed to encourage collaboration between Israeli start-ups and 
MNCs, combining the highly creative and efficient R&D capabilities of the Israeli start-
ups with the strong commercialization, manufacturing and marketing capabilities of 
the MNCs. As part of the program, the Israeli start-ups and MNCs collaborate on a 

these recent trends may suggest that the israeli high-tech market is beginning 
to align itself with other more evolved markets, producing scalable companies 
which are looking to grow into unicorns, start-ups valued at more than US$1 
billion, and not settle for early “exits.”

With tail wind in the form of investments from israeli institutional investors 
and a slew of investments from Asian countries headed by China, we expect 
that israeli VC funds will assert an even stronger presence in the market while 
continuing to support early-stage start-ups and solidifying the market for later 
stage investments by foreign VC funds.
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joint venture (“JV”) of common interest. The OCS provides financing to the JV equal 
to 20%-50% of the R&D budget approved by it. In addition, the MNC provides in-kind 
resources and support to the Israeli company in the form of consultation and services. 
As part of the JV, the companies enter into an agreement regarding the ownership and 
licensing of intellectual property developed during the JV. Such intellectual property 
may be solely owned by the Israeli company or jointly owned by the Israeli company 
and the MNC. The Israeli company may also provide the MNC with a non-exclusive 
license to the intellectual property. The program features many leading MNCs - such 
as Infosys, DuPont, Microsoft, P&G, Cisco, General Electric, IBM and Intel.

technological incubator Program
The purpose of the incubator program is to promote innovative, early-stage start-ups. 
The OCS, by way of the incubators, provides significant amounts of governmental 
financing for Israeli start-ups in dire need of funding. As part of the program, 
Israeli companies enter an incubator for a period which typically lasts between 18 
and 24 months, during which they receive funding ranging approximately between 
US$520,000 and US$770,000. As part of the program, the OCS provides funding for 
85% of the R&D budget approved by it. The incubator itself must invest the balance 
of such R&D budget and must also provide each project with business development 
and marketing services, office space and infrastructure and various other support 
services. In exchange for its investment and support, the program mandates that each 
incubator receive between 20%-50% of the equity of each incubator company.
 

In order to ensure that the local economy benefits from any success OCS-backed 
companies achieve, the State of Israel has attached several “strings” to its funding. 
Firstly, each project is obligated to repay the government-provided funds back to the 
State of Israel in the form of royalties from income. Additionally, there are limitations 
on the transfer outside of Israel of knowhow resulting from the R&D conducted 
by the OCS-funded projects and any products resulting from such must generally 
be manufactured inside Israel. However, recognizing the importance of foreign 
investments and the challenges of globalization, these restrictions are typically lifted 
in exchange for increased repayments to the OCS.

The recent trends in the Israeli high-tech sector strengthen its growth prospects and 
we believe that the combination of experienced entrepreneurs, increased late-stage 
funding and a bigger influx of foreign investors will serve as a significant catalyst in the 
near future and contribute to sustained long-term growth in the Israeli market.
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Amit Pollak Matalon & Co. (APM & Co.) is a renowned Israeli law firm with a robust legal practice, local and international, 
and desks in Australia, China and India. The firm's comprehensive legal advice supports Israeli and international clients 
spanning all business sectors.  APM & Co.'s main areas of expertise are corporate law, high-tech, fund formation, mergers 
and acquisitions, capital markets and securities, intellectual property, international and local taxation, finance, anti-
trust, bankruptcy, liquidation and reorganization, real estate, labor law, projects and energy, regulatory and compliance, 
environmental law and litigation.

We represent entrepreneurs, start-ups in all stages, technology companies, angel investors, accelerators, institutional 
investors, technological incubators, private equity and VC funds, both domestic and foreign. As the leading law firm in 
investment vehicle establishment, we offer outstanding knowledge of developing technologies and unique investment 
opportunities in the dynamic Israeli high-tech scene.

Our extensive experience in high-tech and venture capital transactions includes investments (all stages), securities 
offerings, M&As, joint ventures, IP licensing transactions and multilateral international agreements. APM & Co. offers 
particular value to entrepreneurs and start-ups seeking counsel on formation, founders' agreements, fundraising and 
structuring of business models. APM & Co. supports ongoing client activities from investment rounds and business 
expansion to multi-million dollar exit transactions. 

A market leader in fund formation, APM & Co. has formed many leading VC and private equity funds operating in Israel 
today, including Vintage, Fortissimo and Genesis Partners. Our in-depth market knowledge ensures newly established 
funds and fund managers are best placed in an ever changing fundraising environment. 

Yonatan Altman is the Chairman of APM & Co. and heads the firm's High-Tech and Venture Capital department. In over 25 
years, Yonatan has gained extensive legal experience leading on unique business transactions, advising on investments 
and representing important investment funds in their commercial needs. Yonatan has built up a wealth of business 
knowledge and established long lasting relationships with key players. He guides entrepreneurs and C-level executives 
of technology companies as well as private and publicly traded companies in areas including financing, capital raising and 
business and strategic development.
 
Stephen Barak Rozen is a partner in the firm’s High-Tech and Venture Capital department and heads our Technological 
Incubator practice. Stephen represents numerous technological incubators which are awarded franchises by the Israeli 
National Authority for Technological Innovation. He has been involved in numerous high-profile M&A transactions and 
also has extensive experience representing multi-national corporations doing business in Israel, as well as private equity 
and VC funds, as well as high-tech and bio-tech companies.
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While, at times, it has remained generally unknown to foreign investors - one of 
the key catalysts to the israeli high-tech success story is the israeli government 
itself, through the work of the oCS. 


