
I
n recent months, alongside the multiple exits and raising 
funds, the media increasingly reports about the fear that the 
Israeli hi-tech industry will lose its leading position on the 
global tech scene. Does this fear stand on solid ground or are 

we just paranoid, which is actually a good sign because, as Intel 
chairman Andy Grove wrote, only paranoids survive?

There has been a lot of talk about Israel’s leading position as 
a start-up nation. In the wild west days of Wall Street, traders 
would say that one should buy on the rumors and sell on the 
announcement. 

The question is whether we are at the announcement phase. Books 
like Start-up Nation and Israel Valley (written by my chairman 
Eddy Cukierman and Daniel Roauch) have become bestsellers in 
one of the strongest nations in the world – China.

Are we at the announcement phase? Have we been programmed 
to fall in love with our own public relations and forgotten that we 
must always keep one step ahead? Is it time to sell and even short 
Israeli hi-tech because of competing ecosystems in other countries?

Our answer is that it is not a zero-sum game. While a lot has 
improved on the hi-tech scene of other countries (partly because 
of Israel), it is apparent that there is still something very unique 
among Israeli entrepreneurs. There is a conviction and an excitement 
among them that will continue to be a driving force in the future of 
Israeli hi-tech. Cynics may add that it’s all about “Greed is good.”  
While we believe that money plays a role, Israelis still want to 
change the world. As of the date of the writing of this article, two 
large healthcare transactions were announced: Neuroderm was 
acquired by Japanese Mitsubishi for more than $1 billion, and 
Kite Pharma was acquired by Gilead for $12 billion. While Kite is 
not 100% Israeli, it appears that much of its technology is rooted 
in Israeli universities and R&D centers. Yes, the exit amount is 
important for Israelis, but so is the motivation to improve healthcare 
around the world.

A closer look at the figures reveals that, according to one of the 
latest IVC-Research – Shibolet & Co. law firm, Israeli and overseas 
private equity funds were involved in 19 private equity deals in the 
second quarter of 2017, investing $412 million. Notably, fewer deals 
were performed this quarter compared with the second quarter 
of 2016 (22 deals) and the first quarter of 2017 (29 deals), a 21% 
decline from the three-year quarterly average (24 deals). The total 
invested by private equity funds in the second quarter of 2017 
was slightly up from the $396 million invested in the preceding 
quarter but significantly lower than the $1.26 billion invested in 
the corresponding quarter of 2016.

Funds have been relatively stable. However, some claim that the 
shortage of engineers and programmers in Israel might become a 

significant problem. Israel’s hi-tech industry will lack more than 
10,000 engineers and programmers in the coming decade if the 
government doesn’t take immediate action to prepare students to 
meet the shortfall, the Ministry of Economy and Industry’s chief 
scientist Avi Hasson warned last year. Israel should take action, as 
many countries are seeking to become “start-up nations” themselves.

Having lived in China for the past three years, I truly believe there 
is a love affair between Israel and China. And one of the largest 
growth engines could be investments from China. Israel might 
benefit from China’s new outbound investments policy, published 
earlier this month, which encourages investments in technology.

At the last GoforIsrael conference in China, held by Cukierman 
Investment House and Catalyst, we saw the enthusiasm of the 
Chinese investors about Israeli technology. A month later, in 
November 2016, the Chinese government started to clamp down 
on capital outflow.  A blackout period started.

It is true that during the blackout period between November 
2016 and July 2017, when things were unclear to the Chinese 
themselves, there was a lot of talk and little action. Transactions 
were announced after endless negotiations and wining and dining. 
In the end, however, there was “something” that prevented the 
deal from closing which, for lack of a better term, we can call TIC 
(this is China). This blackout period seems to have come to an end 
with the new announcement made in August 2017 by the Chinese 
government that, with the exceptions of vice industries, sports, 
cinema and real estate, all other industries are again sought after.

Where would the Chinese go to? Israel is a favorite place for a 
host of reasons – we love the Chinese, and we will not be perplexed 
if a deal changes at the last minute. We know how to handle it.  
After all, there may be some truth in the cliché that we are very 
similar to the Chinese. If one wants to witness this love affair, one 
should visit a small city next to Shanghai called Changzhou, where 
they have built a huge Israeli Innovation Center. They named it 
the Changzhou Israel Innovation Center.  CICP is open to accept 
Israeli companies, offering them offices and incentives which can 
be negotiated on a case by case basis.

This year, we are expecting many Chinese and international 
investors to participate in the annual GoforIsrael Investment 
Conference, which will be held on March 5, 2018, at the Hilton 
Hotel in Tel Aviv. The conference will focus on the technologies 
that made Israel famous: life sciences, robotics, IT, advanced 
manufacturing, media & telecom and clean tech.

So with this Chinese tailwind, coupled with some qualifications 
that we have developed over the years, we should be able to 
maneuver in between what may become a saturated cluster of 
start-up nations. 

The writer is the CEO of Cukierman Investment House.
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