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The Return of the Foreign Investor

No other country in the world is affected more

positively by globalization than Israel. It is difficult to
pinpoint the reasons for this but the facts, speak for
themselves.
In 2004 the Israeli high tech sector raised more than
$1.4 billion. In spite of the existence of its own high
developed venture capital industry, with more than
70 companies active in the field, foreign investors
accounted 55% of the total. Over the past five years
the local companies averaged 42% of the total.

The financial newspaper fiGlobeso writes: Daily
turnovers in Tel-Aviv on the stock and bond markets
were in the NIS 1 billion region in recent weeks, an
unprecedented figure indicative of one thing: the Tel
Aviv Stock Exchange has become a hit.

The TASE has caught the eye of foreign investors.
After four years of neglect, when it was considered
by the world as dangerous and unattractive, Israel
is back on the global investment map and foreigners
are injecting hundreds of millions of dollars a month
into the local Stock Exchange. The foreigners are
leading prices northward, setting new high levels
on the financial markets: in bonds, stocks, currency
and the luxury real estate market, as well as in other
nonfinancial markets.

A player from one of the foreign banks notes that
foreigners currently account for about 30 percent of
daily activity on the stock exchangeo.

Foreign investment banking houses lead by American
firms have offices in Tel-Aviv and have stock analysts
following the local scene. Recently Citigroup raised its
recommendation on the Israeli market to fioutperform.o
This follows positive recommendations from Standard
and Pooris, Merrill Lynch, UBS and Deutsche Bank.

In trying to understand this phenomenon we note
the numerous appearances by the Finance Minister

Benjamin Netanyahu on American financial shows.
He has proved to be the countryis best booster. At
a recent conference he turned to the foreign visitors
and admonished them that they lost money by not
investing in Israel over the past six months.

Mr. Netanyahu is fluent in English and has a winning
presentation about Israelis achievements. il said that
we would privatize and we did. We privatized EI-Al, the
countryis air line, we privatized the petroleum industry
and are well on the way to do the_sage with the
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banks,0 he tells anyone who would listen.

Israel has more than 100 companies listed for trading
on the NASDAQ Exchange and news about Israel is
continuously appearing on American and European
financial pages.

Israeli macroeconomics have also played a role in
the positive atmosphere. Unemployment continues
to drop, and the 4.2 per cent growth in the economy
in 2004 encourages investors to participate in the
booming economy.

The election of Mahmoud Abbas as the new PA
President and the establishment of a unity government
have contributed to the feeling that Israel may be
embarking on a new period of political stability. At the
recent Sharm Conference a ceasefire was announced.
The subsequent shelling of Jewish settlements were
an indication that the militias are not prepared to line
up behind Mr. Abbas.

An additional bit of positive economic news sounded
when Prime Minister Sharon and Finance Netanyahu
chose Bank of Israel Governor-designate Stanley
Fischer, one of Americals most senior economists.
Fischer has a global reputation in economics and
finance, is familiar with the Israeli economy and aware
of the importance of growth targets.

With all of these pluses going for Israel it should prove
to be a banner economic year. The only thing that
could spoil it would be a breaking down of the peace
process.

Venture |graeli  High-
Tech Companies
Raise $1.5b IN
2004

After three consecutive years
of declines, U.S. venture-
capital investment increased
by 8% in 2004, to $20.4 billion
from $18.9 billion in 2003, according to a report from
Ernst & Young LLP and VentureOne.

The number of deals declined slightly, to 2067 from
2092. VentureOne said that larger deal sizes partially
compensated for the drop in the number of deals:
median deal size in 2004 was $7 million versus $6.3
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Investors also refocused on company formation
as seed and first round deals accounted for 33%
of deals in 2004, up from 31% in 2003 and the
highest level since 2001.

The picture in Israel was similar but the growth,
from year to year, was greater.

In 2004, 428 high-tech Israeli companies raised
$1.46 billion from local and foreign venture
investors, reflecting a 45 percent increase from
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the $1.01 billion raised in 2003.

Zeev Holtzman, Chairman of IVC Research Center
and Giza Venture Capital, noted that fi. We anticipate
that 20044s $1.5 billion investment pace will continue
in 20050.

In the fourth quarter of 2004, 113 Israeli high-tech
companies raised $366 million, a 16 percent decline
from the $438 million raised by 113 companies in
the third quarter. Although lower than the previous
quarter, Q4 was the second highest quarter in capital
raising, since Q1 2002.

Seventy-three companies attracted more than $1
million each in Q4. Of these, 18 companies raised
between $5 million and $10 million each, and 10
companies raised more than $10 million each. The
average company financing round was $3.2 million,
compared with $3.9 million in the previous quarter
and $2.6 million in the fourth quarter of 2003.

In 2004, Israeli VC investments were $665 million, an
increase of 58 percent from the $421 million invested
in 2003. The Israeli VCs{ share of the total amount
invested in Israeli high-tech companies was 45
percent, moderately above the 42 percent average of
the previous five years.

Firstinvestments made by Israeli VCs were 46 percent
of total dollars invested by Israeli VCs in 2004, slightly
above the 43 percent of 2003. The average First and
Follow-on investments were $2.2 million and $1.1
million, respectively, compared to $1.6 million and
$0.7 million in 2003 (respectively).

In the fourth quarter, Israeli VCs invested $157 million,
43 percent of the total amount invested in Israeli
high-tech companies. This amount reflects decrease
of 19 percent from the capital invested by local VCs
in the third quarter and 51 percent increase from Q4
2003 figures. Israeli VCs First investments accounted
for 46 percent of their total dollar investments in Q4,
compared with 54 percent in Q3 2004, and 42 percent
in the fourth quarter of 2003.

Capital Raised by Sector

The Communications sector attracted the highest
sums in 2004 capital raising. 117 Communications
companies attracted $430 million, 29 percent of
the total amount raised, compared to $332 million
(33 percent) in 2003 and $418 million (37 percent)
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in 2002. The Software and Life Sciences sectors
followed Communications companies, each with a 22
percent share of the total.

Investments in Life Sciences companies are at a
steady 4-year-rise. Up from 8 percent in 2000, to 22
percent in 20040, said IVCis Research Director, Efrat
Zakai. fiThe life sciences sector was particularly strong
in Q4, with $130 million raised by 35 companies. This
is the best for this sector in any quarter since IVC
began its survey in 1999.0 Within Life Sciences, 19
Medical Device companies attracted $76 million - 58
percent of the amount raised for the entire sector.

Seed companies were relatively successful in 2004, as
54 Seed companies attracted $108 million - 8 percent
of the total capital raised. The amount was almost
twice the $58 million (6 percent) of 2003. In the fourth
quarter, 15 Seed companies attracted $42 million,
accounting for 12 percent of Q4 capital raising.

Times Have Changed

Twenty-five years ago, the average Fortune 500 CEO
earned forty times as much as his median employee.
Today, he earns five hundred times as much. To put
this in perspective, twenty-five years ago it took that
CEO about a week to earn as much as his worker
earned in a year. Now he earns his workeris annual
salary in half a day T from the time he enters his office
in the morning to the time he leaves for his three-hour
three-martini lunch.

Kodak buys Israeli Orex for $50.5 million
Photography giant Eastman Kodak Co., extending
its reach in the fast-growing digital realm of medical
imaging, said it is buying its third Israel-based company
in 15 months, for $50.5 million.

The deal to acquire Orex Computed Radiography
Ltd., expected to be completed by March, will boost
Kodakis revenues by an estimated $32 million in 2005.
Privately owned Orex, founded in 1996 and based in
Yokneam, Israel, had $28 million in sales last year and
employs 84 people.

Kodak already makes large, high-cost computed-
radiography systems that enable hospitals to record
X-rays digitally. But Orex has carved out a niche in
orthopedics, dentistry and diagnostic imaging centers
for compact models that fit on a table, and range in
price from $40,000 to $60,000.
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Kodak has forked out more than $500 million for
a half-dozen digital medical-imaging companies over
the last two years, swelling its revenues in that sector

to $2.4 billion in 2003. It bought Algotec
Systems Ltd., an Israeli developer of medical
imaging archiving systems, for $42.5 illion in

November 2003.

In the same month, Kodak delved deeper into the
ink-jet printer market by acquiring the digital printing
division of Israel-based Scitex Corp. Ltd. for $250
million.

Kodak also plans to sell Orexis systems to aerospace,
pipeline and other industrial, nondestructive testing
companies.

Kodak grew into a photography industry icon on
the strength of its chemical-based film, paper and
photofinishing businesses but is now betting its future
on filmless technology -- from digital cameras and
online photofinishing to minilabs, X-ray systems and
commercial printers.

IAlI and Gulfstream Unveil New Business Jet

Gulfstream Aerospace, a wholly owned subsidiary of
General Dynamics (NYSE: GD), rolled out the first
wide-cabin, high-speed G150 business jet aircraft. First
announced in September 2002, the G150 remains on
schedule for customer deliveries in the third quarter of
2006.

The G150 came out of the Israel Aircraft Industries
(IAl) manufacturing facility near Tel Aviv, Israel.
In attendance were certifying authorities, supplier
representatives and members of Gulfstreamis G150
development team, many of whom work in Tel Aviv
to oversee the building of the Gulfstream-designed
aircraft in collaboration with the 1Al development team.
Once built and certified by both the Federal Aviation
Administration and the Israel Civil Aviation Authority
- which is scheduled for the first quarter of 2006 - the
G150 will be flown to Gulfstreamis Dallas facility for the
final phase of its manufacturing.

fiOur Gulfstream team in Israel has done an excellent
job managing the design and build of the first G150,0
said Bryan Moss, president, Gulfstream. fiTheyive
sacrificed time away from their families to ensure this
project is on budget and on schedule. Additionally,
I want to thank the folks at IAl for their continuing
cooperation and collaboration with our Gulfstream team
in Tel Aviv, as well as with our management team from
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Savannah during
their regular visits to
the 1Al facility.o

The G150 is
an entirely new
cabin design for
Gulfstream.  The
G150is cabin height
is just three inches
shorter than in the
large-cabin G450
and G550 series aircraft. The resulting effect is the
G1506s spacious cabin, designed and outfitted by the
same team of professionals who design and install
interiors for Gulfstreamis larger aircraft.

fiWe designed this aircraft to meet the needs of specific
customers who use their aircraft primarily to transport
eight or fewer passengers between cities within a
continent,0 added Moss. iG150 owners will appreciate
the operating efficiencies associated with this aircraft
as well as the benefits of Gulfstreamis world-renowned
standard of excellence in product design, innovation
and product support.o

To offer customers a better look at the G150, Gulfstream
developed a true-to-size replica of the G150 cabin
and cockpit to take on the road to cities throughout
the United States. According to Moss, the G150 has
been well received by business-jet operators and
prospective customers who have visited the G150
mock-up.

Inside the aircraft, the G150 can accommodate six
to eight passengers in a choice of several cabin
configurations. Its wide-body fuselage provides stand-
up headroom, ample aisle space and generous legroom
and headroom when seated. Like all Gulfstream
customers, G150 customers can choose from a wide
selection of fine leathers, upholstery fabrics, wood
finishes and floor coverings.

Powered by two Honeywell 731-40AR engines, the
G150 can reach speeds of up to Mach .85 and
altitudes of 45,000 feet, well above commercial traffic
and weather. At a long-range cruise speed of Mach
.75, the G150 can fly four passengers nonstop up to
2,700 nautical miles, further than any other aircraft
in its class. Thatis the equivalent of Los Angeles to
New York, London to Moscow, or Rio de Janeiro to
Santiago.
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Nokia and Giza Invest $4 million in
Advasense

Nokia Venture Partners, aleading global venture capital
firm, focused on early-stage technology companies,
announced that it has led a $4 million investment in
Advasense together with Giza Venture Capital.

Advasense, based in Herzelia, Israel, provides CMOS-
based image sensors for digital camera modules and
image sensor players.

The startup is poised to introduce its CMOS-based
image sensors to the global market, explained Yossi
Hasson, senior VP at Nokia Venture Partners.

Advasense, an early stage start-up technology
company, is developing a CMOS image sensor for
digital cameras and mobile phones, which it says
is 15-30 times more sensitive than the best image
sensors available in the market today.

The company was founded by Vladimir Koifman and
Natan Baron, both VLSI (very large scale integration)
experts, and Gideon Barak, a serial entrepreneur.

Intelis Israeli-Designed Chip

Intel, the worldis largest maker of computer chips,
unveiled its latest technology, an upgraded version of
its Centrino chipset that, like its predecessor, it was
conceived in Intelis development center in Haifa.

The product, which was code-named Sonoma prior
to the launch, features new graphics and audio
capabilities, faster processing and greater security
features. Intel forecast that the chipset would be
available on more than 150 different computer models
by yearis end. Computer maker Dell has already
begun advertising new laptops equipped with the new
technology.

Intel has sold more than $5 billion worth of its Centrino
chipsets since they were introduced in March 2003.
The technology, designed for laptop computers, came
with enhanced wireless Internet connectivity which
helped push the WiFi standard to the top of the industry
agenda, as well as enabling longer battery life.

Intelis Israeli operations, which include four design
centers and a manufacturing facility, lead Intelis R&D
for wireless technology. Intelis next major endeavor, a
chipset to support the more advanced WiMax standard
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for wireless Internet, is also being spearheaded in

lisrael, and is expected to be released some time next
year.

Intel recently announced that it had promoted Dadi
Perlmutter, the head of Intel Israel, to lead its new
Mobility unit for notebook PCs and handheld devices.

Smelly Movies

Soon you may be able to smell your favorite movie.
Israeli scientists have created fiCinematrix,0 a movie
theater that allows viewers to feel and smell the
action on screen.

A 48-seat prototype theater has been built at
the National Science Museum in Haifa, where
audiences can fully engage in movies with all their
senses.

Along with 3D glasses movie-goers are able to feel
sensations such as wind and water while different
scents are pumped into the theater in sequence
with the film.

Currently the museum only has a limited number
of films using that technology, but scientists say,
it is the first step towards more mainstream movie
experiences.

AudioCodes beats by $0.01

AudioCodes Ltd. (Nasdaq:AUDC) has reported Q4
earnings of $0.06 per share, $0.01 better than the
Reuters Estimates consensus of $0.05; revenues
rose 86.5% year/year to $25.2 min. vs the $25
min. consensus. Mr. Adlersberg stated that iAs we
look upon the first quarter 2005 and beyond, we
are confident that AudioCodes is well positioned to
capitalize on the robust growth of VolP on a global
scale.

AudioCodes believes that its management and
the companyis ample capital liquidity to fund
operations, will drive organic growth and facilitate
potential focused acquisitions, combined with a
wide offering of VoIP products.

The global service provider voice over Internet
protocol (VolP) gateway market at $165.3 million
in 2003 is expected to reach 985.7 million dollars
in the year 2009. The market is anticipated to grow
at a steady positive rate over the years. The growth
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is brought by replacement of digital proprietary voice
switching systems with systems that do manage to put
voice over the Internet reliably and clearly.

Diamond Industry Develops Technology to

Compete with Cheap Labor

The heads of Israelis diamond industry are negotiating
with European diamond merchants to open polishing
plantsin Israel for 2-10 karat diamonds, using innovative
technology developed by Israelis diamond industry.

The expected completion of development of the
innovative diamond polishing machinery would make
Israel competitive against countries with low labor costs,
especially India, said Israeli Diamond Manufacturers
Association president Moti Ganz yesterday.

Software AG Buys Developer

Software AG of Darmstadt, Germany, has bought
Israeli software company Sabratec Ltd. for $11 million
to expand its legacy modernization capabilities.

It paid $7 million in cash and will pay an additional $4
million to investors through 2008. The purchase gives
Software AG ApplinX, Sabratecis software that helps
organizations integrate legacy systems with service-
oriented architectures. The deal includes Sabratecis
sales and marketing unit in the United States.
Software AG will retain all Sabratecis development
and support staff in Israel and set up a Software AG
affiliate in that country.

NextNine Closes $5 Million Financing Round
NextNine, a provider of technical service automation
solutions for mission critical systems and applications,
announced it has raised a total of $5 million in a finance
round that was led by Ascend Technology Ventures
and Infinity Venture Capital Fund, and included existing
investors Ofer Hi-Tech, Yozma Venture Capital and
Redwood Venture Capital.

NextNine provides automation solutions for systems
in the Telecom, CATV, Healthcare, Medical, Financial
and other industries.

fiSupport Automation is a market poised to grow,0 said
Moshe Bar-Niv, General Partner at Ascend Technology
Ventures. iNextNine is providing a solution to a problem
that most technology vendors are facing. Talking to
the NextNine customers, we found tier-1 vendors
basing their customer service strategy on NextNine,
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enthusiastic aboutthe results that significantly improved
their service level while decreasing their service costs.
We believe that Support Automation is the answer, and
that NextNine has the right team, the right product and
the track record to become a leading player in this fast
growing market.o

Lumus Secures Second Round Financing
Lumus Ltd. announced closure of a Series B financing
round. Motorola Ventures, the venture capital arm of
Motorola Inc. (NYSE: MOT) led the investment, joined
by Jerusalem Global Ventures.

Lumus Ltd. (http://www.lumusvision.com) has
developed a revolutionary light-guide optical element
(LOE) that enables very compact, personal displays
in various configurations. Based on an invention by
Dr. Yaakov Amitai, co-founder and CTO of Lumus, the
LOE facilitates mobile wearable, near-to-eye displays,
hand-held screens suitable for a pocket PC or a mobile
phone, and full performance head-up displays. The
former two configurations address the growing need
for high-quality, ultra-compact displays for mobile
and portable applications. The latter provides for
breakthrough solutions for automotive and aerospace
applications.

fiLumus faces exciting challenges in the emerging
fields of near-to-eye and other personal display
configurations, with applications in several important
markets,0 noted Dr. Rami Aharoni, co-founder and
CEO of Lumus. iWe believe that the companyts unique
technology and its strong patent portfolio provide a
sound base for a range of breakthrough products.o

Lumusi management team comprises Zvi Lapidot,
Chairman of the Board, Dr. Rami Aharoni, CEO, and
Dr. Yaakov Amitai, CTO.

fiLarge, high quality displays are a major issue for small
mobile communications and entertainment devices,0
added Dr. Yoseph Linde, general partner at Jerusalem
Global Ventures, who joins the Lumus Board of
Directors. fiLumus has the enabling technology to
provide the best solution for a host of applications with
huge market potential. We are looking forward to a
very successful venture. fi

Predix Raises $43m.

Predix, is a company devoted to discovering and
developing ethical drugs. founded in 2000 by Prof.
Haim Aviv with Dr. Silvia Noiman and Dr. Oren Becker.
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This massive $43 million round, which had been
oversubscribed, was led by Forward Ventures, Boston
Millennia Partners and CMEA Ventures, the latter
making its first investment in Predix.

Other new investors coming abroad included Novel
Bioventures, Yamanouchi, Yasuda and Jafco, while
existing shareholders who kicked in more included
OrbiMed Advisors LLC, S.R. One, HBM Bioventures
and PA Consulting.

Predix, describes itself as a clinical stage drug
development company integrating computational and
medicinal chemistry to rapidly and efficiently create
new drugs targeted to G-protein coupled receptors
(GPCRs) and ion channels. It has drugs under
development that target anxiety, Alzheimeris and
pulmonary hypertension.

Copaxone 2004 Sales Approach $1.0 billion
Teva Pharmaceuticals (TASE, Nasdaq:TEVA)
announced that Copaxone sales, its medication for
relapsing/remitting multiple sclerosis reached an all-
time high of $936 million, up 30% from the year 2003.
IMS Health, a source for pharmaceutical market
intelligence and analysis, says Copaxone achieved
a 32.6% share of the U.S. market in the second half
of 2004, making it the biggest selling treatment in the
States for MS.

Fourth-quarter Copaxone sales in the U.S. increased
23% versus the same period of 2003 to $175 million.
U.S. sales for the year jumped 26% to $625 million.
Year 2004 sales outside the U.S. leaped 38% to $311
million.

Copaxone, one of Tevals few proprietary drugs, is
responsible for about 10% of Tevais turnover, and
15% of its net profit. Part of the pressure mounting on
Teva stock in recent weeks has been due to perceived
threats to Copaxone, mainly the upcoming launch of
Tysabri, a medication from Biogen Iden (Nasdaq:BIIB)
and Elan Pharmaceuticals.

Copaxone is administered by daily injection, but the
patient can cope with it at home. Tysabri is convenient
in requiring only a monthly injection, but it must be
administered at a clinic.

Actelis Raising $23m.

Actelis Networks is about to complete its fourth
financing round, which will amount to $23 million, from
a US venture capital fund and new investors, including
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DuPont Ventures, Nova Ventures, and France Telecom
(NYSE: FTI). Actellis develops software that makes it
possible to transmit information over copper wires
at fiber-optical speed. Before the current round, the
company had raised over $70 million, including $45
million in a single round in 2001. The company value
for the current round is far less than its $90 million
value in the preceding round.

Yossi Saad, Actelis VP product marketing said, fithat
the company has not reached the break-even point;
but that this financing round is designed to get us
there.0

ApNano has $50m. Orders Backlog

ApNano Materials raised $5 million in a second
financing round, tapping private equity investors in
Europe. The company is negotiating to raise another
million dollars, at a post-money company valuation of
$22 million.

ApNano, which specializes in nanospheres and
nanotubes made of inorganic chemicals to serve as hi-
tech lubricants, will be joined by Stockholm Universityis
Prof. Professor Stefan Csillag, an international expert
on nanomaterials and electron microscopy.

Aharon Feuerstein, the companyis chairman and chief
financial officer, said that the company would be using
the money to build a semi-industrial plant producung
150 kilos of its first product, NanoLub, a day.

NanoLub is a ground-breaking dry lubricant, and the
worldis first nano substance used in this manner. It
significantly improves the performance of devices with
moving parts.

This plant will be just the first, small endeavor: ApNano
has it in mind to produce tons of the material each
day. Even before starting, the company has orders
in hand for 1,000 tons a year of NanoLub for specific
applications, says Feuerstein. That amounts to a
backlog of orders totaling $50 million.

NanoLub is based on a discovery by a group of
scientists led by Prof. Reshef Tenne and Dr. Menachem
Genut, who heads the Department of Materials and
Interfaces at the Weizmann Institute of Science. The
base material is nanometric-sized nested spheres that
create a lubricating effect by rolling, like miniscule ball
bearings.
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NanoLub is both highly stable and does not pollute,
making it ideal for clean environments such as chip
foundries, outer space applications, and artificial joints
for implantation in the body.

In August NanoLub significantly surpassed an
screening test for space applications. The Soreq
Nuclear Research Center conducted the aerospace
gualification test in a simulated space environment. In
2004, Red Herring listed ApNano as one of its Top 100
Innovators.

Kodak buying Creo for $980m.

Eastman Kodak (NYSE:EK) is buying the Canadian
printing technology firm Creo Products (Nasdaq:
CREO, TSE:CRE) for nearly a billion dollars.

Creo put out a statement, saying it has entered into an
arrangement agreement to be acquired by Eastman
Kodak.

Kodak is buying all Creois issued and outstanding
common shares for $16.50 per share cash.

fiToday we conclude a strategic review process that
began last summer,0 said Amos Michelson, Creois
CEO, in the statement. iThe proposed transaction
will not only generate immediate return for Creo
shareholders but will also benefit our customers through
the combination of leading pre press equipment and
consumables.o

He said that by merging, Creo and Kodak can drive
the evolution of the graphic communications industry.
Then therefs savings: iThe economy of scale gained
by combining resources will allow us to speed up
product development and deliver new innovations and
breakthrough solutions to the market.o

Among Kodakis recent purchases was the Israeli
company Orex Computed Radiography, (see p.3)
bought in January 2005 for $63 million. It also bought
the Israeli startup Logitech, in November 2003, for $42
million.

Creo stock has risen 30.5% in the last year, lifting its
market cap to $791 million. But at the start of 2000, at
the height of the hi-tech bubble, its value had risen to
$2.76 billion.

Israelis are closely interested in Creo, which employs
about 1,000 people after buying out Scitexis pre
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printing department in 2000 for $640 million.

For all the spatting, business at Creo is picking up.
The company recently advised that it expects to
achieve $174-175 million in the fiscal first quarter of
2005, ending on December 31, 2004. Previously it had
guided investors to expect $165-170 million.

Applied Materials Revenue at $400m.

Applied Materials (Nasdaq:AMAT) group, recently
celebrated opening a new headquarters for the Israeli
branch in Rehovot.

The new building occupies 11,000 square meters,
and is designed to accommodate anticipated future
growth of the Process Diagnostics & Controlis R&D
and production.

The building has a capacity for 600 workers, though at
first only a fraction of that number will be rmployed.

Gilad Almogi, president of Applied Materials Israel,
commented that investment in the building alone was
more than $10 million.

Applied Materials (Israel) doubled its revenue in 2004
to $400 million, he added. The global group sells at a
pace of $8 hillion a year.

Applied Materials and Israelis Industry Ministry have
been cooperating since 1985. Over the years the
company has received $95 million in support for its
R&D taking place in Israel.

Applied Materials Israel employs about 1,000 people
in Israel, out of its 13,000-man workforce around the
world.

Injections Without a Needle

Sontra Medical Corporation (NASDAQ: (SONT)
specializes in transdermal science. Sontrais SonoPrep
ultrasound-mediated skin permeation technology
combined with technical competencies in transdermal
drug formulation, delivery systems and biosensors is
creating a new paradigm in transdermal drug delivery
and diagnosis. Sontra Medicalis ultrasound mediated
skin permeation technology is a noninvasive and
painless method of enhancing the flow of fluids and
molecules across the protective membrane of the
outer layer of the skin. The SonoPrep technology has
demonstrated strong results from its initial human
clinical trials at leading universities and medical
centers for several billion dollar market opportunities
including the transdermal delivery of vaccines and
large molecule drugs and continuous non-invasive
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glucose monitoring. Sontra is currently marketing the
SonoPrep device and procedure tray for use with
topical lidocaine to achieve rapid (within five minutes)
skin anesthesia.

The early work was done by Robert Langer of MIT and
Prof. Yossi Kost of Ben Gurion University

Nano in the Negev

Ben-Gurion University of the Negev inaugurated the
Laboratory for Nanoscale Systems as part of its iNano
in the Negevo program. The facility T the first of its kind in
Israel T will allow scientists to form sophisticated chips
with structures dedicated to the interface of extremely
small elements like single atoms and molecules. This
newly-created fismart surfaced will be able to help
miniaturize matter wave quantum technology (MWQT)
which uses single ultra cold atoms and ions to form
devices such as ultra-precision clocks, navigation
systems, sensors for underground mineral deposits,
communications systems (quantum cryptography),
and even ultra-fast computers (quantum computing).
Dr. Ron Folman, head of BGUis Atom Chip Laboratory,
will also head the new facility.

The BGU team, part of the llse Katz Center for Meso-
and Nanoscale Science and Technology, has recently
been chosen by several labs in the US and Europe
to join a mutual R&D effort in matter wave quantum
technology. In addition, the fismart surfacet concept will
be used to develop other devices such as biosensor
chips and chip interfaces to organic material.

Alltel Stadium Selects MobileAccess
MobileAccess Networks, an Israeli provider of in-
building wireless network solutions, announced that the
company has successfully deployed its multi-service
wireless system at ALLTEL Stadium in Jacksonville,
Florida, the home of the NFLis Jacksonville Jaguars
and the site of this yearis Super Bowl. Initially,
this deployment enables Nextel and Sprint PCS
wireless services, and 802.11 based Wi-Fi capabilities
throughout the stadium; however, the MobileAccess
solution can readily expand to accommodate additional
wireless operators and services.

The heavy concrete and steel construction used in
large venues like ALLTEL Stadium can create barriers
to outside radio frequency signals, preventing them
from penetrating and servicing all parts of the venue,
resulting in dropped calls or, at worst, no service.
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The MobileAccess system overcomes this problem,
ensuring strong coverage throughout the facility for all
wireless services.

MobileAccess deployed a permanent, high-capacity
in-building wireless system that enables ALLTEL
Stadium patrons and staff to use their wireless
phones, BlackBerry devices, Wi-Fi enabled laptops
and PDAs, pagers or two-way radios anywhere within
the stadium. This is the second consecutive year in
which MobileAccess and Gulf Coast Real Estate have
provided the in-building wireless infrastructure at the
site of the Super Bowl.

fiThe Super Bowl is a premier sporting event and ticket
holders want to share all the excitement of the big game
with friends and family via their wireless devices,0 said
Julio Dumas of Gulf Coast Real Estate Consultants.
fiTogether with MobileAccess, we have developed
a proven track record of successfully delivering in-
building wireless solutions for the biggest public venue
stages, including last yearis Super Bowlo.

Hazera Genetics in Deal with Monsanto

Hazera Genetics (TASE: HQS ), which develops and
markets hybrid seeds for produce and field crops,
has signed a cooperation agreement with Monsanto,
a leading U.S. producer of cotton seeds as well as a
leader in agricultural genetic engineering.

Monsanto specializes in  engineered resistance to
pests and herbicides, while Hazera offers the joint
venture its ability to hybridize cotton seeds.

Hazera will introduce the resiliency characteristics to
its cotton strains. And Monsanto will market the new
seed against royalty payments.

The Hazera cotton variety is a hybrid of the common
Acala, known for high yields and low quality, and Pima,
known for low yields and selling for twice the price

Hazerals variety saves 40% of water consumption,
important in light of declining water availability in
growing-areas of California and Peru. The variety also
has a shorter growing period, reducing exposure to
changing weather conditions.

Over the next five years, $10 million in annual sales of
the new strain are projected.
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Monsantois sturdy variety is unaffected by broad-
spectrum herbicide Roundup. The company also
engineered a pest resistant variety containing a protein
that is fatal to worms that attack cotton.

Monsanto has recently announced plans to focus on
genetic engineering of seeds, and acquired major
seed maker Seminis for $1 billion in shares and $400
million in cash.

Hybrid seeds are not perennial, so farmers are obliged
to buy Hazera products every year.

Go Networks Completes $20m. Financing
Israel-based Go Networks Inc. has raised $20 million
in a first round of financing, reports The Deal.com.
The round was at a post money value of $40 million.
Participating in the round were Benhamou Global
Ventures LLC of Palo Alto., Pitango Venture Capital
of Herzliya, Israel, Seed Partners of Jerusalem, Accel
Partners of Palo Alto and Apax Partners. The financing
is one of the largest first rounds for an Israeli start up in
recent years. Founded in 2003 Go Networks develops
strong antennas for improving network performance.
Last year the company raised $2 million in seed
financing from Bloomberg Capital and Pitango. The
funds are to be used for product development.

Challenge Moves into Homeland Security
Israeli Challenge Fund has made its first venture
capital investment in homeland security, leading a
$4 million financing round for Jerusalem-based Elam
Technology, developer of phosphorescent fiLytec Light
by Wireo technology.

The company, founded in 1994, says its
electroluminescent product uses breakthrough
technology to achieve more brightness and duration.
ELAM's current product group of Electroluminescent
Wires - LyTec is a newcomer to the lighting world
because of being unique as the only linear and flexible
light source available in small diameters - 2.3 mm
(0.0860) and in a variety of colors.

Elamis Lytec fibers are the only flexible, linear light
source in the world at small lengths of 1 to 5 millimeters,
using very little power.

One of the companyis products is for use by rescue
teams. It serves as a mobile marker for exit and entry
routes during emergencies. It has been sold to the New
York subway system, the Capitol police in Washington
and to Tokyo fire fighting forces.

Shareholders including TransPac of Singapore and
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the Rothschild fund also participated in the financing
round.

The company, located in Har Hahotzvim, Jerusalem,
handles marketing via subsidiaries in Hong Kong and
New York. It has 40 employees.

RAFAEL wins $25m. Indian Missile Tender
RAFAEL Armament Development Authority Ltd. has
won a tender to supply missiles to the Indian Navy.
Other bidders in the tender included Israeli company
Elbit Systems (NASDAQ: ESLT, TASE: ESLT), BAE
Aerospace of the UK, Denel (PLY) Ltd. of South Africa,
Federal State Unitary Enterprise Russian Defense
Export (FGUP Rosoboroneksport), and European
missile manufacturer MBDA.

Janeis oDefense Newso reported that the deal was
worth $25 million for 20 Derby missiles that can be
fired beyond visual range
(BVR), and six practice
missiles. The missiles are
designated for the Indian
Navyis Sea Harrier vertical
takeoff planes, which are
stationed on Viraat aircraft
carriers.

India has conducted a worldwide search for BVR
missiles for its battle fleet since 2000. The contract for
arming its Sea Harrier jets was published in 2003.

Under the draft agreement, RAFAEL will station
specialists in India to train Indian Navy sailors in the
maintenance and operation of the missiles. Indian
defense ministry officials said that RAFAEL would also
supply racks and trailers for transferring and installing
the missiles.

The Derby missiles, according to Janefs, have a
maximum range of 20 kilometers, a flying speed of
Mach 1.2, and can lock in on the target even before
being launched, or shortly after launch.

Technion Gets $88m. New Nanotechnology

Center

One of the largest nanotechnology research centers in
the world is being built at the Technion - Israel Institute
of Technology in Haifa. The center will focus on
materials that are 1/100,00th of the width of a human
hair. Nanotechnology has already brought about the
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development of many products, including medical
diagnostic devices and new sources of light that
have, and will have, broad commercial and military
applications.

The center is being financed by $26 million donated by
New Jerseyis Russell Berrie Foundation, $26m. and
matching funds from the Industry, Trade and Labor
Ministry, and $38m. that the Technion will raise over
the next five years. Recent Technion developments
include a tiny transistor, based on DNA molecules,
carbon tubes and metal, that will be used to create
high-speed, powerful computers; nano-parachutes
that copy nature to identify chemical toxins in the air
(a weapon against chemical and biological warfare);
and drug-injection systems for selective chemotherapy
that kills only cancerous cells and leaves healthy ones
untouched.

Optimatais Virtual Clones to Predict Therapy

Outcome

Optimata Ltd. and the Soroka University Medical
Center in the Negev announced the launch of a
validation study for the treatment of breast cancer using
Optimatais novel Virtual Cancer Patient technology.
The technology creates an in silico iclonei for each
patient and predicts how the patient will respond to
leading cancer drugs such as Adriamycin, Docetaxel,
Paclitaxel, Vinorelbine and Tamoxifen.

The goal is to improve the efficacy of breast cancer
treatments and to avoid the harsh and toxic treatments
that patients often undergo at present, when the
schedule of chemotherapy is determined by trial-and-
error.

Forbes Touts Answer.com

fiAnswers.com is the most useful, smartest, coolest,
easiest-to-use Web innovation to come around in
yearso, writes Forbes in its February 7 issue.

Answers.comis anew approachto Internetsearch. With
one click Answers.com delivers instant information,
not Web links, laid out cleanly on one page.

For example: typing in Intel turns up a single page
with a brief company history including pictures of the
founders, a company profile, annual sales, employees,
office phone numbers, executiveis names, stock charts
and recent news.

Forbes wrote that other search engines will come up
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with the information fibut itis not aggregated and laid
out as cleanly and easilyo.

Answer.com is a one-click technology. After
downloading a tiny bit of software, users mouse over
any word on any Web page, within any e-mail, within
any document, hit the fiAltd key and automatically get
an Answers.com page with information described
above.

It also has the ability to recognize context. Any word
on the screen, provided youire online, becomes a
simple gateway to more information.

The system, which has been live for about two weeks,
is not perfect. It aggregates data from about 100
sources including dictionaries, encyclopedias and
covers about one million topics, which sounds like a
lot until you consider how many possible topic areas
there are.

In fact, Googleis search results page has provided a
small link, called fidefinitiono in the upper right hand
corner, that takes users to Answers.com. Amazonis
new A9 search engine also uses Answer.com for the
fireferenceo section of its site.

The company, based in Wesley Hills, N.Y., hopes
advertising will sustain its business. In the past nine
months GuruNet reported a $2.4 million loss on
$117,000 in revenue.

Given Imaging Exceeds Q4 Forecasts

= Given Imaging
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> for the fourth quarter
of 2004 and for the
year.

The pioneer of

PillCam, a noninvasive
endoscopy technique based on a miniaturized video
camera that patients swallow inside a capsule, said
fourth-quarter revenue amounted to $22.2 million, up
77% from the parallel quarter and 52% from the third
quarter. Givenis $2.44 million in profits exceeded. Wall
Street expectations of $1.4 million profit on turnover of
$17.3 million.






