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Matrix IT Ltd. 

Issuer Rating Aa2.il Outlook: Stable 

Series Rating Aa2.il Outlook: Stable 

Commercial Paper Rating P-1.il - 

Midroog upgrades the rating of bonds (Series B2 and C2) and the issuer rating of Matrix IT Ltd. 

("Matrix" or the "Company") from Aa3.il to Aa2.il. The rating outlook remains stable. Additionally, 

Midroog affirms the P-1.il rating of the commercial paper (Series 1) issued by the Company to private 

investors for a par value of up to NIS 300 million.1  

Outstanding bonds rated by Midroog:  

Series Security No. Rating Outlook Final maturity 

B2 1189646 Aa2.il Stable 01/02/2030 

C2 1235969 Aa2.il Stable 01/02/2031 

CP1 4450219 P-1.il - * 

* The commercial paper (Series 1) is non-tradable and was issued to private investors. It has a value of NIS 300 
million and is for a period 365 days with a renewal option every 365 days. It matures in February 2030, and is 
immediately callable at any time with advance notice of 7 business days. 

Summary of Rating Rationale 

• The rating upgrade is supported by an improvement in the financial profile, reflected in higher 

revenues and a consequent improvement in the EBITDA base and coverage ratios following the 

completion of the merger with Magic in February of this year. The merger expands the Company's 

geographic presence, primarily in the U.S., facilitates the integration of new services into existing 

operations and the creation and expansion of synergies with Magic's operations, all of which 

contribute to the business positioning. On a pro forma basis, the consolidated company2 reports 

revenues of NIS 8.4 billion for 2025, with EBITDA of NIS 1.0 billion. The merged company is expected 

to operate in 50 countries, to serve approximately 6,000 active customers and to employ over 

17,000 employees. 

• On February 24, 2026, the Company completed the merger transaction with Magic Software 

Enterprises Ltd. ("Magic"), under which it acquired all issued and outstanding share capital of Magic 

 
1 The commercial paper (CP) rating is based, among other things, on the Company's declaration that throughout 
the term of the CP it will maintain liquidity reserves and available credit, in favor of the CP, in an amount of no 
less than NIS 300 million (of which at least NIS 200 million in cash/unused committed facilities), in order to meet 
an immediate call on the CP within 7 business days as per the CP terms. 
2 Information from the Matrix board of directors' report for 2025. 
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through a reverse triangular merger. The transaction did not involve a cash outflow and was 

executed through an allocation of shares of Matrix to Magic. Upon completion, Magic became a 

wholly owned subsidiary of the Company and was delisted from Nasdaq and the Tel Aviv Stock 

Exchange. Magic's results are expected to be consolidated into Matrix’s financial statements 

beginning in the first quarter of 2026. 

• The Company's rating reflects a strong business profile, based on its solid positioning in the IT 

services industry (the "industry") in Israel and worldwide, as evidenced by significant market shares 

in several of its key operating segments, with emphasis on integration solutions, systems and 

software development, and enterprise software services, complemented by Magic's solutions and 

services, which include proprietary software products (such as integration and development 

platforms) as well as implementation, maintenance, outsourcing and project management services. 

Alongside its core operations, following the merger, the consolidated company is expanding the 

value proposition in cloud, cybersecurity, data and artificial intelligence domains, while 

strengthening its positioning with defense, government and financial institutions clients. 

• The Company's competitive advantages arise from its broad service offering, diversified customer 

base and multiple profit centers. Based on these advantages, Matrix has shown steady growth in 

recent years. Additionally, following the completion of the merger, the Company is expected to 

expand its customer base and deepen its geographic presence, particularly in the U.S. The merger 

creates additional opportunities for integrating Magic's services into existing operations, 

broadening the Company’s product offering and integrating them into Magic's activities, as well as 

generating synergies across various verticals. 

• Midroog assesses the IT industry in Israel to be at low risk, supported by stable demand and high 

entry and switching barriers. The industry has recorded consistent growth in recent years, with 

growth of 6.1%3 in 2026, according to STKI forecasts (following growth of 2.1% in 2025 and a three-

year average of approximately 2.5%).  

• In 2025, Matrix (pre-merger) recorded revenue growth of approximately 12%  compared to the 

corresponding period in 2024, driven by expansion in software solutions and services in Israel, as 

well as growth in the cloud and computing infrastructure segment driven by the continued customer 

migration to the cloud, alongside organic growth of approximately 10% in these segments (mainly 

due to increased demand for IT, cloud, data and AI services). The Company reported an 

 
3 STKI – Israel IT Market Study 2025. 

https://www.stki.info/_files/ugd/0b88a6_6f1635c5ab084f9c913f447f9a992a90.pdf
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improvement in the operating margin (before other income and expenses) to 8.4% in 2025, 

compared to 8.1% in the corresponding period, mainly driven by the cloud and computing 

infrastructure segment as well as a slight decrease in general and administrative expenses. 

• Midroog's base case scenario for 2026 is based on the following assumptions:4 (1) 5%-7% growth in 

consolidated revenues (in 2025, the growth in consolidated revenues was estimated at 12%), 

broadly in line with STKI forecasts, supported by increasing demand for IT services, mainly in the 

cloud, defense, cyber, digital and data domains, along with expectations for accelerated GDP growth 

in Israel. (2) The segment of IT solutions and services and the sale and marketing of software 

products in Israel, which account for over 60% of the consolidated revenue, will maintain 

profitability of 7.5%, similar to 2025. (3) International activities will account for approximately 18% 

of consolidated revenues, contributing to higher consolidated profitability, given the higher 

profitability characteristics of software solutions and services in the U.S. (4) Maintenance of 

operating profitability of 7.0% in the segment of cloud and computing infrastructure. (5) The 

consolidated operating margin will be in the range of 8.5%-9.0% (8.4% in 2025 prior to the 

consolidation of Magic's operations), following the consolidation of Magic's operations which are 

characterized by higher operating profitability, alongside a similar payroll cost ratio to prior years 

and a relatively diversified product mix. (6) A high interest-rate environment. (7) Maintenance of a 

high level of liquidity. (8) Dividend distribution in conformity with the Company's policy.  

• We estimate that consolidated revenues will total NIS 8.7-9.0 billion (compared to approximately 

NIS 8.4 billion on a pro forma basis for the consolidation of Magic and Matrix in 2025). Midroog 

expects EBITDA in 2026 to range between NIS 1,000-1,100 million, compared to a consolidated NIS 

1,021 million on a pro forma consolidated basis in 2025.  

• The combined company’s pro forma debt balance is estimated at NIS 1.9 billion (NIS 1.5 billion 

adjusted financial debt5 in Matrix and the balance in Magic). The merger transaction, which, as 

mentioned, did not involve an outflow of cash, supports the Company’s leverage profile, given 

Magic’s relatively low leverage (54% equity-to-assets as of September 30, 2025 on Magic's books), 

and strengthens Matrix’s capital base, which is expected to stand at approximately NIS 2.2 billion 

on a pro forma basis as of September 30, 2025, improving the equity-to-assets ratio from 27.7% 

(pre-merger) to 35.4%. 

 
4 The merger was implemented on February 24, 2026, and all the base case parameters are after the merger and 
after consolidation of the companies' results for the forecast years. 
5 Adjusted financial debt includes debt in respect of bonds, banks, invoice factoring, lease liabilities and minority 
options. 
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• Gross financial debt to EBITDA is expected  to range between 1.7-1.9 in 2026 (2.1 in 2025 pre-

merger). The operating profit to net financing expenses ratio is expected to range between 6.5-7.5, 

compared to 6.2 in Matrix in 2025 pre-merger. 

• The Company maintains high liquidity relative to its debt service needs, also considering future 

mergers and acquisitions, supported primarily by liquidity balances of NIS 1.2 billion as of December 

31, 2025 on a pro forma basis, strong cash flow generation and available credit facilities amounting 

to NIS 1,235 million (of which NIS 300 million are committed) as of December 31, 2025. At the same 

time, the Company has a comfortable debt repayment schedule, with current maturities of long-

term loans amounting to NIS 114 million and NIS 106 million in 2026 and 2027, respectively. 

• As part of additional rating considerations, Midroog assigned a positive rating adjustment based on 

its business standing and dominance in its areas of activity. This business strength, which is further 

bolstered by the merger with Magic, contributes to revenue stability over time and provides high 

cash flow visibility, thereby contributing to reduced credit risk. 

• The short-term rating for the commercial paper (CP) is based on the long-term issuer rating and on 

a 12-month forecast of the Company's sources and uses, together with an assessment of the 

Company's ability to meet its current obligations. The CP rating is also based on the Company's 

declaration that throughout the term of the CP it will maintain liquid resources and available credit 

facilities, for the benefit of the CP, at a 1:1 ratio, in an amount of no less than NIS 300 million (of 

which at least NIS 200 million in cash and/or unused committed facilities), taking into account the 

option available under the CP terms for an immediate call on the CP within 7 business days. 

Midroog's base-case estimate regarding the Company's sources and uses for the 12 months from 

December 31, 2025 implies a ratio of 1.04, derived from sources amounting to NIS 1,100-1,200 

million – including cash and cash equivalents, available credit facilities and funds from operations; 

against uses amounting to NIS 1,100-1,200 million, which include, inter alia, changes in working 

capital, long and short-term debt repayments (including repayment of the CP), capital expenditures 

and an annual dividend distribution in accordance with a policy of distributing 75% of profits to 

shareholders. 

 

Rating Outlook 

The stable rating outlook is based on our assessment that the Company will maintain its strong 

business standing over the rating horizon, while maintaining stable financial metrics.       
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Operation Lion's Roar, which began on February 28th, 2026, has resulted in a series of implications 

and restrictions, including, inter alia, the partial or full closure of businesses, suspension of civilian air 

traffic, restrictions on gatherings in workplaces and the education system, as well as the mobilization 

of reserve forces. These measures have resulted in a reduction in economic activity and other negative 

effects on the Israeli economy. In Midroog's assessment, this period is characterized by a high degree 

of uncertainty regarding the development of the war and its economic implications. Accordingly, 

Midroog may update the base case scenario for the rating in light of future developments.  

Factors that could lead to a rating downgrade 

• Erosion in the profitability margins over time. 

• Increase in the adjusted gross debt to EBITDA ratio above 2.0. 

Matrix IT Ltd. – Key Financial Indicators (NIS millions) 
 

2025 2024 2023 2022 

Revenue 6,239 5,580 5,232 4,673 

Operating profit margin 8.4% 8.1% 7.5% 7.5% 

Equity to total assets 25% 25.5% 27.1% 24.1% 

Adjusted gross financial debt to EBITDA* 2.1 2.1 2.1 3.0 

Operating profit / net financial expenses 6.2 6.7 5.8 7.6 

* Adjusted gross financial debt includes, inter alia, lease liabilities and liabilities for the acquisition of business 
operations, invoice factoring and minority put options. 

Matrix IT Ltd. – Revenue and Operating Profit6 by Operating Segments (NIS millions) 

 2025 2024 2023 2022 

Software solutions and services in Israel* 
3,744 3,228   3,029   2,643   

291 250   210   205   

Software solutions and services in the U.S. 
458 460   478   434   
69 67  76  60  

Marketing and support of software products 
428 426   294   250   

55 45  36  24  

Cloud and computing infrastructure 
1,609 1,466   1,431   1,346   
126 106   88  77  

 

  

 
6 Operating profit before adjustments. 
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Detailed Rating Considerations 

A supportive demand environment is expected to drive strong industry growth in 2026 

Midroog assesses the IT industry in Israel as having moderate risk with moderate exposure to economic 

cycles, alongside high demand in the public sector, which is characterized by anticyclical investments. 

The software and value-added services market is marked by relatively high entry barriers and switching 

barriers, particularly in comparison with the hardware sector. Competition in the industry is assessed 

by Midroog to be high, with several dominant players, due, inter alia, to economies of scale that have 

led to consolidation processes in the industry, as well as local presence of international software and 

integration companies, alongside numerous small competitors. High public sector exposure and 

engagements through tenders add to price pressures and result in relatively low profitability compared 

to other business service sectors. The industry is characterized by inherent exposure to technological 

changes, which drive growth through mergers and acquisitions.  

In recent years, the industry's growth has outpaced GDP growth, with the industry benefiting from the 

relative robustness of the Israeli economy, as well as from increased demand arising from an accelerated 

shift to cloud services, widespread adoption of AI, and expansion of cybersecurity solutions in view of 

intensifying domestic and global threats. Gartner forecasts global IT industry growth of approximately 

10.8%7 in 2026, led by significant growth in data centers and in software solutions and services, which 

are expected to grow by approximately 32% and 15%, respectively. Growth in the industry, particularly 

in these domains, is primarily driven by accelerated adoption and upgrading of AI technologies, with 

emphasis on generative AI. In September 2025, Moody's affirmed the positive outlook8 for the IT 

industry, following an upgrade to positive in May 2024.9 The positive outlook is supported by the 

ongoing digitization trend and by continuing investments in cloud infrastructure, while developments 

in AI contribute to increased demand for computing and storage infrastructure, accompanied by higher 

capital expenditures (CapEx). Moody's emphasizes that the growth is not uniform across sub-sectors 

and that the environment remains subject to uncertainty. Additionally, the cybersecurity sector 

continues to demonstrate stable demand, supported by the tightening of regulatory requirements and 

persisting threats. 

The STKI research firm forecasts growth of approximately 6.1% in Israel’s IT industry in 2026, led by 

software solutions and services, which are expected to grow by approximately 11.7%. Sectors in which 

 
7 Gartner – Forecasts Worldwide IT Spending, 21 Jan 2025 
8 Moody’s – Diversified Information Technology – Global, 29 Sep 2025 
9  Moody’s – Diversified Information Technology – Global, 02 May 2024 

https://www.gartner.com/en/newsroom/press-releases/2025-01-21-gartner-forecasts-worldwide-it-spending-to-grow-9-point-8-percent-in-2025
https://www.moodys.com/research/Diversified-Information-Technology-Global-Outlook-positive-as-profits-strengthen-in-Outlook--PBC_1396840
https://www.moodys.com/research/Diversified-Information-Technology-Global-Outlook-positive-as-profits-strengthen-in-Outlook--PBC_1396840
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IT spending is expected to grow significantly include the government (10.2%) and defense (8.7%) 

sectors. 

 

Chart 1: Rate of Growth in IT  Expenses Versus Global GDP Growth10 

 

Strong business positioning, broad customer diversification, and some sector concentration 

On February 24, 2026, the merger transaction between Matrix IT Ltd. and Magic Software Enterprises 

Ltd. ("Magic") was completed. The transaction was carried out by way of a triangular reverse merger, 

in which the Company acquired all the issued and outstanding share capital of Magic. The merger with 

Magic is a significant strategic move within the framework of Matrix's growth policy, which combines 

organic growth with mergers and acquisitions. The transaction is expected to strengthen the Group's 

position in the IT services and digital solutions sector, by expanding its suite of technological solutions 

and enhancing its development, integration, and digital transformation capabilities. Magic brings with 

it significant activity in the field of enterprise integration platforms, application development solutions 

and software solutions for organizations. Magic has a significant presence in international markets, 

primarily in North America and Europe. The integration of this activity into the Group's operations is 

expected to expand the Group's global reach and strengthen its presence in international markets, 

alongside its main activity in Israel, thereby contributing to the diversification of the Group's revenue 

sources and strengthening its business position. In the Company's view, the combination of activities is 

expected to generate operational synergies, inter alia by expanding cross-selling opportunities between 

Magic's software solutions and Matrix's IT solutions, combining development and integration 

capabilities and deepening activity in the cloud, data and artificial intelligence domains. 

 
10 Moody’s – Diversified Information Technology – Global, 24 Sep 2024 

https://www.moodys.com/research/Diversified-Information-Technology-Global-Outlook-positive-as-profits-strengthen-in-Outlook--PBC_1396840
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Matrix is Israel's largest provider of value-added services in the IT sector, with leading market shares in 

a wide range of areas of activity in the industry over time. It has strong customer relationships, reflected 

in high customer loyalty, despite the intense competition in the market, which includes numerous 

competitors, including large international companies. 

The Company provides comprehensive computing infrastructure solutions, including the marketing and 

distribution of hardware, infrastructure setup and maintenance, including cloud-based solutions, 

outsourcing of business processes and technology support centers. The Company enjoys economies of 

scale relative to its competitors, which support its business positioning, inter alia, through the provision 

of a comprehensive value proposition to customers and the ability to carry out large-scale, value-added 

projects. The Company has a broad project base and a diversified customer base across various sectors 

of the economy, with anchor customers in the banking, government, high-tech and defense sectors. The 

wide variety of services and products provided by the Company creates synergies, enabling the 

Company to offer complementary solutions as part of a comprehensive value proposition, thereby 

contributing to the enhancement of its business risk profile.  

In our assessment, the Company's exposure to the financial and public sectors, which account for one-

third of its revenues and are characterized by stable demand driven by regulatory requirements, 

mitigates exposure to economic cycles and contributes to revenue stability over time. Matrix is the only 

company in the IT industry that is designated as a defense enterprise, due to the scope and importance 

of the projects it carries out for defense agencies in Israel. This status gives it a competitive edge and 

positions it as a significant player in the future growth of the defense sector. In 2025, combined sales 

(Matrix and Magic) to the defense sector amounted to NIS 1 billion. 

 
Chart 2: Revenue Distribution by Economic Sectors, 202511 

 

 

 
11 Company data, pre-merger transaction. 
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Magic Software Enterprises Ltd. ("Magic") provides software services and develops tools for enterprise 

application development and software systems integration. The end users of the technology and service 

offering of Magic include thousands of small and medium-sized enterprises (SMEs) that have purchased 

licenses for products such as the "Magic xpa" development platform as well as the "Magic xpi" 

integration platform, for which Magic holds proprietary rights. Magic's business profile is positively 

affected by a broad base of longstanding customers geographically diversified across multiple regions 

and a wide range of sectors: financial, public, healthcare services, defense, logistics, retail and 

communications. Magic has demonstrated consistent revenue growth in recent years (approximately 

5.3% three-year average). Magic's revenues include a recurring component of support and maintenance 

services that provides a solid and stable revenue base.  

Magic's business positioning is reflected in high operating margins in the range of 10%-12% 

(approximately 10.9% three-year average), driven primarily by high profitability in license sales and 

maintenance services for software products and enterprise applications, as well as the relatively high 

profitability characteristics of the North American market, which accounts for approximately half of 

Magic's activity. 

 

Chart 3: Revenue Distribution by Segments, 
Pre-Merger Transaction, 202512 

Chart 4: Revenue Distribution by Segments, 
Pro Forma-Merger Transaction, 202513 

  

 

  

 
12 Publicly released financial statements and processing by Midroog, pre-merger transaction. 
13 Publicly released financial statements and processing by Midroog, pro forma-merger transaction. 
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An increase in revenues and improvement in the revenue mix (in Israel and the U.S.), supporting 

the Company’s growth and a higher EBITDA base 

The consolidated company recorded total revenues of NIS 8.4 billion in 2025, compared to NIS 7.6 billion 

in 2024 (up 10.3%). Excluding the merger, Matrix recorded an increase of 12% in revenues to NIS 6.2 

billion in 2025 compared to 2024. 

The segment of software solutions and services in Israel (which includes nonmaterial activity in Europe) 

grew by 16% in 2025, mainly due to organic growth in the areas of core systems, expert services and 

defense activities, and due as well to the acquisition of Gav Systems and Gav Expert (both consolidated 

as of the first quarter of 2025). In 2026, Midroog forecasts growth of 6%-7% in this segment, following 

the completion of the merger. 

The segment of software solutions and services in the U.S. of Matrix (which includes insignificant 

activity in Canada) recorded a marginal decline of 0.5% in revenues in 2025 compared to 2024, mainly 

due to the effect of exchange rates. In dollar terms, the Company recorded an increase of 6.6% in 

revenues. In 2026, Midroog forecasts growth of 6%-8% in revenues of the segment, due to the expected 

contribution of the merger with Magic to revenues of the segment (which has demonstrated average 

growth of 5.7% in the last three years). 

The segment of cloud and computing infrastructure recorded organic growth of 10% in 2025 (10.7% 

excluding revenue reported on a net basis), mainly due to an increase in EDP cloud transactions from 

which revenue is presented on a net basis, as well as the contribution of Ortech (which was consolidated 

as of December 2024) and of Alacer (consolidated as of the fourth quarter of 2024). Under the base case 

scenario, Midroog forecasts revenue growth of 6.5%-7.5% in 2026 in the segment, due to organic 

growth and the expected contribution of acquisitions to segment revenues. Activity of the cloud and 

computing infrastructure segment is attributed to Matrix only. 

The segment of marketing and support of software products did not record a significant change in 

revenues in 2025, after it expanded by 45% in 2024 due to organic growth in the software products 

business, with emphasis on distribution transactions and an improvement in the results of the 

subsidiaries in this operating segment.  

Midroog's base-case scenario for 2026 is based on growth of 5%-7% in consolidated revenues, in line 

with STKI forecasts for 2026. Revenue growth is expected to be driven by increasing demand for IT 

services, mainly in the cloud, cyber, digital and data domains, along with expectations for accelerated 

GDP growth in Israel. We estimate that total consolidated revenues of the Company in 2026 will range 
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between NIS 8.7-9.0 billion, compared to NIS 8.4 billion in 2025 and to an average of NIS 7.1 billion in 

the years 2023-2025 (NIS 5.7 billion excluding the Magic merger). 

Improved coverage ratios in the forecast period following the merger 

The Company reported average operating profitability of 8.0% in the years 2023-2025, with 2025 

standing out favorably at 8.4% profitability. The Company's principal segment, software solutions and 

services in Israel, which continues to be the major contributor to profit (approximately 56% of total 

operating profit), posted profitability of 7.8% in 2025 (an average of 7.5% in the years 2022-2024). The 

improvement is mainly due to the expansion of operations in the domestic segment (outsourcing 

projects and services), while expenses have not grown at the same pace. Activity in the software 

solutions and services segment in the US, which is focused on GRC, data, cloud and consulting services, 

showed average profitability of 14.8% in the years 2022-2024 (15.2% in 2025). The Company's overall 

profitability is also affected by the cloud and computing infrastructure segment, which presented an 

improvement in profitability to 7.8% in 2025, driven by growth in EDP transactions (which are reported 

on a net basis) (6.4% average in the years 2022-2024). We note that this segment is characterized by 

relatively low profit margins due to strong competition in the segment. Accordingly, in 2026 Midroog 

assumes operating profitability in the range of 8.5%-9.0% on a consolidated basis (8.9% pro forma for 

2025). We assume a revenue mix marked by higher profitability in view of the increasing percentage of 

U.S. operations in the revenue mix, operational streamlining and unchanged profitability of Matrix's 

traditional operations. 

Midroog has taken into account long-term trends in its assessment that negatively impact the 

Company's profitability, such as ongoing wage pressures in the software sector, alongside a relatively 

diverse product mix and retention of managed projects and services with higher profitability (such as in 

the engineering and defense sectors).  

Under Midroog's base case scenario, EBITDA in 2026 will be in the range of NIS 1,000-1,100 million, 

compared to NIS 1,021 million in 2025, while FFO is expected to be in the range of NIS 780-800 million. 

Capex (including capital investments and lease payments) is expected to be in the range of NIS 240-260 

million in 2026, of which NIS 160 million is in respect of the payment of lease liabilities. We assume an 

increase in working capital in line with the growth in operations in an amount of NIS 60-80 million, and 

a dividend distribution in the range of NIS 320-370 million in accordance with the Company's policy (75% 

of net profit to the shareholders). Accordingly, the Company's free cash flow (FCF) will be moderately 

positive, at approximately NIS 100 million in 2026, compared to NIS 310 million in Matrix prior to the 

merger in 2025 (which was favorably affected by invoice factoring for a total of NIS 260 million). 
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In 2025 the Company recorded an increase in the gross financial debt (which includes also lease 

liabilities, a liability for minority options, invoice factoring and a liability for the acquisition of operations) 

to NIS 1.53 billion, compared to NIS 1.33 billion as of December 31, 2024. The growth in debt is primarily 

due to invoice factoring, as mentioned above, following a factoring transaction in 2025, which, in the 

Company's estimation, will be settled in the first half of 2026. The adjusted gross financial debt to 

EBITDA ratio in Matrix amounted to 2.1 in 2025, similar to 2024. 

The Magic merger contributes to the coverage ratios, given that Magic has a more moderate level of 

leverage than Matrix and stronger coverage ratios. Therefore, Midroog's base case scenario assumes an 

adjusted gross financial debt to EBITDA ratio in 2026 in the range of 1.7-1.9 (1.9 in 2025 on a pro forma 

basis), which is commensurate with the rating level. The operating profit to net financial expenses 

coverage ratio is projected to be in the range of 6.5-7.5, compared to 6.2 in 2025 in Matrix pre-merger. 

The Company's leverage improved following the merger, with equity to total assets standing at 25% as 

of December 31, 2025 (25.5% as of December 31, 2024) pre-merger, which was negatively impacted by 

a high component of goodwill and intangible assets. The equity to total assets ratio in the base case 

scenario for 2026 is projected to be in the range of 32.0%-34.0% (35.4% on a pro forma basis as of 

September 30, 2025). 

A stable financial profile supported by substantial cash reserves 

The short-term rating (CP rating) is based on the long-term issuer rating and on a 12-month forecast of 

the Company's sources and uses. 

The Company maintains high liquidity relative to its debt service needs and takes into account future 

payments related to past acquisitions. The Company's pre-merger liquidity at the end of 2025 is mainly 

supported by cash balances totaling NIS 903 million (affected, among other things, by a factoring 

transaction for NIS 260 million executed in the fourth quarter of 2025). In addition, as of December 31, 

2025, the Company has unused credit facilities amounting to NIS 1,235 million (of which NIS 300 million 

are committed and binding), while current maturities of long-term loans amount to NIS 114 million and 

NIS 106 million in 2026 and 2027, respectively. Midroog assumes that, over time, part of the Company's 

cash balances will be used for mergers and acquisitions in the medium to long term. The Company has 

undertaken to maintain, throughout the term of the CP, liquid resources and available credit facilities, 

for the benefit of the CP, in an amount of no less than NIS 300 million (of which at least NIS 200 million 

in cash and/or committed facilities). 
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Midroog's base-case estimate of the Company's sources and uses (consolidated after the merger with 

Magic) for a 12-month period assumes a ratio of 1.04, derived from sources in the range of NIS 1,100-

1,200 million, which include cash balances and cash flows from operations, and uses amounting to NIS 

1,100-1,200 million, which include changes in working capital, long- and short-term debt repayments, 

capital investments and an annual dividend distribution in accordance with a policy of distributing 75% 

of profits to shareholders.  

The Company has demonstrated over time a stable financial policy, good alignment with forecasts and 

a high level of transparency in its conduct, along with an ability to execute and integrate new 

acquisitions, maintain solid financial metrics and withstand financial stress scenarios. Midroog considers 

these characteristics to contribute positively to the Company's rating. Midroog believes the Company 

has high financial flexibility and strong access to funding sources in view of its business positioning and 

strong cash flow from operations. On the other hand, the financial policy is adversely affected by a 

relatively high dividend payout policy that provides for the distribution of 75% of the net profit 

attributable to shareholders. 

 

Chart 4: Long-Term Liabilities Amortization Schedule (Matrix Pre-Merger), as of December 31, 

2025 (NIS million) 

 

Additional Rating Considerations 

The Company's rating is a notch above the rating derived from the rating scorecard, following a rating 

uplift granted by Midroog based on the Company’s business standing and market dominance, beyond 

the relative weight of these factors in the rating scorecard. This business strength, which is even more 

apparent following the merger with Magic, contributes to revenue stability over time and provides high 

cash flow visibility, with a resulting reduction in credit risk. 
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Environmental, Social and Governance (ESG) Considerations 

The Company's operations are based on information systems and on digital information of various kinds. 

Exposure of databases, damage from cyber incidents, cyberattacks, leakage of business information, 

and other events could disrupt the Company's operations and have material adverse implications for 

the Company, including its employees, customers and suppliers. In recent years there has been a sharp 

rise in the frequency and severity of cyber incidents targeting Israeli organizations, and the transition to 

hybrid work has heightened vulnerability to cyber threats. The Company takes a range of steps to 

protect its array of information technologies and to minimize information security risks, including the 

employment of a chief cyber and information security officer, retention of external experts, employee 

training programs, frequent inspections and penetration tests, purchase of cyber risk insurance, among 

other measures. In addition, the Company's board of directors includes an independent director with 

expertise in cybersecurity. 

Rating Scorecard 

   As of December 31, 2025(*)  Midroog Forecast 

Category Parameters  Measurement[1] Score  Measurement  Score 

Operating 
sector 

Sector risk 
 

--- A.il 
 

--- A.il 

Business 
profile 

Total revenues  NIS 6.2 billion Aa.il  NIS 8.7-9.0 billion Aaa.il 

Business position  --- Aa.il  --- Aa.il 

Profitability 
Operating profit 

margin 

 
8.4% Aa.il 

 
8.5%-9.0% Aa.il-Aaa.il 

Financial 
profile 

Equity/total assets  25% A.il  32.0%-34.0% A.il-Aa.il 

Adjusted gross 
debt/EBITDA 

 
2.1 Aa.il 

 
1.7-1.9 Aa.il-Aaa.il 

Operating profit/ 
financial expenses 

 
6.2 Aa.il 

 
6.5-7.5 Aa.il-Aaa.il 

Financial policy  --- A.il  --- A.il 

Implied score       Aa3.il 

Final score       Aa2.il 

(*) Data as of December 31, 2025 according to the Company's financial statements for 2025 pre-merger 
transaction. 
[1] The metrics shown in the table are after adjustments by Midroog and are not necessarily identical to those 
presented by the Company. The Midroog forecast includes Midroog's assessments with respect to the issuer as 
presented in its baseline scenario and forecast, and not the issuer's assessments 
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Company Profile 

Matrix IT Ltd. is a leading company in the IT services sector in Israel, employing approximately 17,000 

people as of December 31, 2025 (including approximately 4,070 employees added following the merger 

with Magic), and providing diverse IT services to customers across all sectors of the economy, with 

emphasis on the public, financial and high-tech sectors. The Company also markets software products 

of a wide range of vendors in Israel and worldwide. The Company's shares are traded on the Tel Aviv 

Stock Exchange. The controlling shareholder of the Company (47.67%) is Formula Systems (1985) Ltd. 

(Aa3.il), a public company of which 25.82% is held by Asseco Poland S.A., a publicly traded IT services 

company in Poland. The chairman of the Board of Directors is Mr. Guy Bernstein, and the Company's 

CEO is Mr. Moti Gutman. 
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General Information  

Date of rating report: March 24, 2026 

Date of last revision of the rating: January 25, 2026 

Date of first publication of the rating: August 8, 2007 

Rating commissioned by: Matrix IT Ltd. 

Rating paid for by: Matrix IT Ltd. 

 

 

INFORMATION FROM THE ISSUER 

 

Midroog relies in its ratings inter alia on information received from competent personnel at the issuer. 
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Long-Term Rating Scale 

Aaa.il Issuers or issues rated Aaa.il are those that, in Midroog judgment, have highest creditworthiness  

relative to other local issuers. 

Aa.il Issuers or issues rated Aa.il are those that, in Midroog judgment, have very strong creditworthiness 

relative to other local issuers. 

A.il Issuers or issues rated A.il are those that, in Midroog judgment, have relatively high 

creditworthiness relative to other local issuers. 

Baa.il Issuers or issues rated Baa.il are those that, in Midroog judgment, have relatively moderate credit 

risk relative to other local issuers, and could involve certain speculative characteristics. 

Ba.il Issuers or issues rated Ba.il are those that, in Midroog judgment, have relatively weak 

creditworthiness relative to other local issuers, and involve speculative characteristics. 

B.il Issuers or issues rated B.il are those that, in Midroog judgment, have relatively very weak 

creditworthiness relative to other local issuers, and involve significant speculative characteristics. 

Caa.il Issuers or issues rated Caa.il are those that, in Midroog judgment, have extremely weak 

creditworthiness relative to other local issuers, and involve very significant speculative 

characteristics. 

Ca.il Issuers or issues rated Ca.il are those that, in Midroog judgment, have extremely weak 

creditworthiness and very near default, with some prospect of recovery of principal and interest. 

C.il Issuers or issues rated C are those that, in Midroog judgment, have the weakest creditworthiness 

and are usually in a situation of default, with little prospect of recovery of principal and interest. 

Note: Midroog appends numeric modifiers 1, 2, and 3 to each rating category from Aa.il to Caa.il. The modifier 
'1' indicates that the obligation ranks in the higher end of its rating category, which is denoted by letters. The 
modifier '2' indicates that it ranks in the middle of its rating category and the modifier '3' indicates that the 
obligation ranks in the lower end of that category, denoted by letters.  
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Copyright © All rights reserved to Midroog Ltd. (hereinafter: “Midroog”). 
 

This document, including this paragraph, is copyrighted by Midroog, and is protected by copyright and by 

intellectual property law. This document may not be copied, or otherwise scanned, amended repackaged, further 

transmitted, transferred, disseminated, redistributed, duplicated, displayed, translated, resold, or stored for 

subsequent use for any such purpose, in whole or in part, in any form or manner or by any means whatsoever, 

by any person, without advance written consent from Midroog.  

Caveat regarding the limitations of a rating and the risks of relying on a rating, and caveats and reservations in 

respect to the activity of Midroog Ltd. and the information appearing on its website 

Ratings and/or publications issued by Midroog are or contain Midroog’s subjective opinions about the relative 

future credit risk of entities, credit obligations, debts and/or debt-like financial instruments, that apply on the date 

of their publication, and as long as Midroog has not changed the rating or withdrawn it. Midroog's publications 

may contain assessments based on quantitative models of credit risks, as well as related opinions. Ratings and 

publications by Midroog do not constitute a statement about the accuracy of the facts at the time of the publication 

or in general. Midroog makes use of rating scales to issue its opinions, according to definitions detailed in the 

scale itself. The choice of a symbol to reflect Midroog’s opinion with respect to credit risk reflects solely a 

relative assessment of that risk. Midroog’s ratings are issued on a national scale and, as such, are opinions of the 

relative creditworthiness of issuers and financial obligations within Israel. National scale ratings are not designed 

to be compared between countries; rather, they address relative credit risk within a given country. 

Midroog defines credit risk as the risk that an entity may fail to meet its contractual financial obligations on 

schedule and the estimated financial loss in the event of default. Midroog's ratings do not address any other risk, 

such as risks relating to liquidity, market value, change in interest rates, and fluctuation in prices or any other 

element that influences the capital market. 

The ratings and/or publications issued by Midroog do not constitute a recommendation to buy, hold, and/or sell 

bonds and/or other financial instruments and/or make any other investment and/or forgo any of these actions.  

Nor do the ratings and/or publications issued by Midroog constitute investment advice or financial advice, nor do 

they address the appropriateness of any given investment for any specific investor. Midroog issues ratings on the 

assumption that anybody making use of the information therein and of the ratings will exercise due caution and 

make his own assessment (himself and/or through authorized professionals) of the merit of any investment in a 

financial asset that he is thinking of buying, holding or selling. Every investor should obtain professional advice in 

respect to his investments, to the applicable law, and/or to any other professional issue.  

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 

MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER OPINION OR 

INFORMATION IS GIVEN OR MADE BY MIDROOG IN ANY FORM OR MANNER WHATSOEVER. 

Midroog’s credit ratings and publications are not intended for use by retail investors and it would be reckless 
and inappropriate for retail investors to use Midroog’s credit ratings or publications when making an investment 
decision. If in doubt you should contact your financial or other professional adviser. 
 
All the information contained in Midroog ratings and/or publications, and on which it relied (hereinafter: "the 

Information") was delivered to Midroog by sources (including the rated entity) that it considers credible. Midroog 

is not responsible for the accuracy of the Information and presents it as provided by the sources. Midroog 

exercises reasonable means, to the best of its understanding, so that the Information is of sufficient quality and 

that it originates from sources Midroog considers to be credible, including information received from independent 

third parties, if and when appropriate. However, Midroog does not carry out audits and cannot therefore verify or 

validate the Information. 

The provisions of any Midroog publication other than one expressly stated as a methodology do not constitute part 

of any Midroog methodology. Midroog may change its position regarding the content of such publications at any 

time. 
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Subject to applicable law, Midroog, its directors, its officers, its employees and/or anybody on its behalf involved 

in the rating shall not be held responsible under law,  for any damage and/or loss, financial or other, direct, 

indirect, special, consequential, associated or related, incurred in any way or in connection with the Information or 

a rating or a rating process, including not issuing a rating, including if they were advised in advance of the 

possibility of damage or a loss as said above, including but not confined to (a) any loss of profit in present or 

future, including the loss of other investment opportunities; (b) any loss or damage caused consequential to 

holding, acquisition and/or selling of a financial instrument, whether it is a subject of a rating issued by Midroog 

or not; (c) any loss or damage caused consequential to the relevant financial asset, that was caused, inter alia and 

not exclusively, as a result of or in respect to negligence (except for fraud, a malicious action or any other action 

for which the law does not permit exemption from responsibility) by directors, officers, employees and/or 

anybody acting on Midroog's behalf, whether by action or omission.  

Midroog maintains policies and procedures in respect to the independence of the rating and the rating processes.  

A rating issued by Midroog may change as a result of changes in the information on which it was based and/or as 

a result of new information and/or for any other reason. Updates and/or changes in ratings are presented on 

Midroog’s website at http://www.midroog.co.il. 
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