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Daniel Meron (Analyst) Event
(212) 428-6259; daniel.meron@rbccm.com Updates post solid 1q07.

FY Dec 2006A 2007E 2008E Investment Opinion

EPS (Op) - FD 0.24 043 0.8 We are reiterating Outperform rating, raising our target to $8.50 and taking

P/E 28.92 estimates higher as Ceragon showed strong start for the year with solid 1Q07 and
.92x 16.14x  11.97x . ) . X S

Revenue (MM) 108.4 143.4 176.0 upped guidance. Furthermore, Nokia OEM businessis back, confirming our

thesis. We continue to expect booming wireless data to drive Ceragon's growth.

We believe shares will edge higher on continued execution.
EPS (Op) - FD Q1 Q2 Q3 Q4

2006 0.04A 0.04A 0.07A 0.00a] © Strongstarttotheyear: Ceragon reported solid 1Q07 at $33.9 /$0.10, ahead
2007 0.10A O0.10E 0.11E  O.11E of our and street estimates of $32.5/ $0.09. Bucking normal industry
seasonality, Ceragon posted 3% sequential growth and 59% YoY. Top line
2008 0.13E  0.14E  0.15E 0.17E upside fueled operating leverage with 11% EPS rise sequentialy and 180%
YoY.
Revenue (MM) e Nokiarelationship in full swing after afew months of uncertainty following
2006 21.3A  23.6A  30.5A  32.9A the joint venture with Siemens. And while Nokia's revenue were lower this
2007 33.9A 3528 361 38.El  quarter, this major OEM resumed its typical ordering pattern, supporting our
2008 39.0E 42.0E 46,0 49.0F thesis that the relationship is solid and should continue fueling growth.

» Raising the bar: Management raised 2007 top line growth target to 30% from
All values in USD unless otherwise noted. 25%, emphasi Zing strong demand from emergi ng markets, particularly Asa
Pecific, and increase in WiMax deployment as the main drivers. For 2qQ07,
guidance midpoint was set to $35M, ahead of our $33.8m and street $33.5M.

e Strong market trends: Ceragon continues to benefit from growth in wireless
data from 3G, WiFi and WiMax with the latter showing particular strength in
1g07. In addition, management noted solid growth in emerging markets, led by
Asia-Pecific. We believe we are at the early innings of this growth cycle and
with good positioning Ceragon should continue to be a beneficiary.

» Raising estimatesand price target: We are modeling top line growth tad
ahead of guidance bar, projecting 32% revenue rise to $143m, up from $137m,
with EPS upped to $0.43 EPS from $0.39. For 2008 we now project $176M /
$0.58, up from $166M / $0.54. We are raising our price target to $8.50 based
on 20x our higher FY 07 EPS and 15x updated FY O8E EPS, essentially inline
with peers.

Priced as of prior trading day's market close, EST (unless otherwise noted).
For Required Disclosures, please see Page 4.
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Details

Emerging markets are booming

Ceragon'sfirst quarter was impacted mostly by the growing emerging market segment, particularly in Asia-Pecific. Countries like
India and the Philippines experience a surge in subscriber growth. This increases backhaul requirements and consequently demands
for microwave links. Ceragon succeeded in penetrating a few of these markets, either through direct sales and the ever growing OEM
partnerships. In Q1 Asia-Pacific sales were 43% of total revenue, vs. only 28% in the previous quarter. We expect the emerging
market trend to continue to be amajor growth factor in company's growth in the coming months. It must be pointed out that
competition in this segment is fierce and price pressure is strong as the SDH product line becomes more generic. Thisis where the
OEM partnerships come in handy as they are able to offer turnkey solutions to end costumers.

| P deployments ar e getting ground

Ceragon disclosed for the first time the split between IP and SDH related Revenues. In Q1 24% of revenue were from IP solutions,
more than $8M. Most of the Revenue from |P came from the deployment of WiMax networks. Nexlink, part of XO communications,
has used Ceragon's services in its WiMax deployment in the US. But also Municipa and community networks are using the WiMax
technology or meshed WiFi. One such network is built in Kansas City for the "Operation Green Light" traffic management program.
These networks are looking for 1P backhaul solutions.

Ceragon isthe leader in the all-IP network segment, both in terms of product and market share. The company was the first to offer a
native Ethernet-1P product and is the only one offering a combined SDH/Ethernet solution. Competitorsin the field are Harris-Stratex
(NASDAQ: HSTX) that offers only 1P over TI/E1, and DragonWave (TSX: DWI) which does only |P and does not do TDM and
therefore cannot offer a combined product that is usually required by an operator. Ceragon is winning most of the current projects but
we don't believe that it will last over the long term, as competitors continue to introduce new product lines.

Margins continue to improve

In Q1 Gross margins were higher than expected at 36.4%, demonstrating Ceragon's ability to cut costs. OpEx margin continued to
benefit from increase in Revenue and decrease in royalty charges to the Office of the Chief Scientist, bringing operating margin to
8.4%, vs. only 6.7% in 4Q06 and 3% in 1Q06.

One reason for the improved marginsin the first quarter was the relatively small OEM sales of just 25%, in comparison with 33%in
4Q06 and 50% long term goal. OEM sales have usually lower margins. We expect OEM salesto grow as a percentage of revenue as
the Nokia relationship resumes, and margins should trickle lower.

Cash flow is still Neutral

Cash balance at the end of the first quarter was $29.5M, about the same as in Q4. One reason for that was the increase in inventory by
$OM. Inventory days were up to 134 days from 99 days in the previous quarter as a result of revenue recognition delays. 70% of
inventory was finished goods, mostly already installed in customers' sites but not recognized as revenue. As more projects demand
installation services, mainly from Asiaand Africa, thistrend should continue. Nevertheless, we still expect Ceragon to be cash flow
positive for the year, especially as OEM sales continue to grow and support faster revenue recognition.

Valuation

CRNT iscurrently trading at 16x and 12x our FY 07 and FY 08 estimates. Thisiswell below peers in wireless networking and
communications backhaul that garner P/E of 23x and 18x respectively. We believe that CRNT shares should trade closer to peers, given
its high expected growth and market position. Our 12 month target of $8.50 is based on 20x FY 07 EPS and 15x FY 08E EPS, essentially
inline with peers.

Price Target Impediment

We assign a Speculative Risk qualifier as key investment risks include competition, channel dependency, execution and slowdown in
Telecom CapEx and IT spending. In addition, CRNT shares trading volume isfairly low.

We highlight that Ceragon is afairly small player in the space with competition from larger players; As the high capacity segment
becomes mainstream, vendors are introducing new solutions that compete with Ceragon's products. In addition, Ceragon has a high
dependency on indirect channels, specifically with Nokia as key OEM. Note that Nokia recently formed ajoint venture with Siemens
that has an overlapping product line.

Company Description

Ceragon provides communications backhaul systems for various applications, connecting heavy-traffic points of aggregation such as
high-capacity wireless base stations and large "out of territory" enterprises to nodes on the fiber-optic core network. Key applications
include wireless providers (like CellularOne, FiberTower, Telcel / America Movil, Tele 2, Nextel, Sonofon, Cellcom), broadband
wireless and wireline network extensions (AT& T, KPN, Belgacom, Swisscom), and organizations seeking high data transport capacity
(General Dynamics, Israeli Air Force). Ceragon Networks was founded in 1996 and is headquartered in Israel with close to 300
employees.
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Ceragon Networks Ltd. (CRNT)
Income Statement
(S 000 except per share, FY Dec)

Daniel Meron, +1-212-428 6259 / daniel.meron@rbccm.com

2004A 2005A 1Q06A 2Q06A 3Q06A 4Q06A 2006A 1Q07A 2Q07E 3Q07E 4Q07E 2007E 1Q08E 2QO8E 3QO8E 4QO08E 2008E
Mar Jun Sep Dec Mar Jun Sep Dec Mar Jun Sep Dec

Revenue 54,831 73,777 21,322 23,640 30,508 32,945 108,415 33,936 35,200 36,100 38,100 143,400 39,000 42,000 46,000 49,000 176,000
QoQ 6.0% 10.9% 29.1% 8.0% 3% 4% 3% 6% 2.4% 7.7% 9.5% 6.5%

YoY 35% 27% 32% 62% 64% 47% 59% 49% 18% 16% 32% 15% 19% 27% 29% 23%
Cost of Goods Sold* 32,191 45,013 13,322 14,971 20,895 20,987 70,168 21,598 22,500 23,100 24,400 91,598 25,100 27,100 29,700 31,600 113,500
Margin 58.7% 61.0% 62.5% 63.3% 68.5% 63.7% 64.7% 63.6% 63.9% 64.0% 64.0% 63.9% 64.4% 64.5% 64.6% 64.5% 64.5%
Gross Income* 22,640 28,764 8,000 8,669 9,613 11,958 38,247 12,338 12,700 13,000 13,700 51,802 13,900 14,900 16,300 17,400 62,500
QoQ 5.3% 8.4% 10.9% 24.4% 3% 3% 2% 5% 1.5% 7.2% 9.4% 6.7%

YoY 27% 18.0% 20.3% 32.8% 57.4% 33% 54% 46% 35% 15% 35.4% 12.7% 17.3% 25.4% 27.0% 21%
Margin 41.3% 39.0% 37.5% 36.7% 31.5% 36.3% 35.3% 36.4% 36.1% 36.0% 36.0% 36.1% 35.6% 35.5% 35.4% 35.5% 35.5%
Research and Development, net* 7,393 8,949 2,674 2,651 2,741 3,417 11,483 3,428 3,590 3,646 3,810 14,475 3,822 4,032 4,324 4,557 16,735
Margin 13.5% 12.1% 12.5% 11.2% 9.0% 10.4% 10.6% 10.1% 10.2% 10.1% 10.0% 10.1% 9.8% 9.6% 9.4% 9.3% 9.5%
Sales and Marketing* 11,645 13,613 3,742 4,068 4,161 4,978 16,949 5,102 5,200 5,300 5,600 21,202 5,500 5,900 6,500 6,900 24,800
Margin 21.2% 18.5% 17.5% 17.2% 13.6% 15.1% 15.6% 15.0% 14.8% 14.7% 14.7% 14.8% 14.1% 14.0% 14.1% 14.1% 14.1%
General and Administrative* 2,429 3,068 939 1,046 1,122 1,341 4,450 968 1,200 1,200 1,300 4,668 1,300 1,400 1,500 1,500 5,700
Margin 4.4% 4.2% 4.4% 4.4% 3.7% 4.1% 4.1% 2.9% 3.4% 3.3% 3.4% 3.3% 3.3% 3.3% 3.3% 3.1% 3.2%
Operating Expenses 21,467 25,630 7,355 7,765 8,024 9,736 32,880 9,498 9,990 10,146 10,710 40,345 10,622 11,332 12,324 12,957 47,235
Margin 39.2% 34.7% 34.5% 32.8% 26.3% 29.6% 30.3% 28.0% 28.4% 28.1% 28.1% 28.1% 27.2% 27.0% 26.8% 26.4% 26.8%
Operating Income* 1,173 3,134 645 904 1,589 2,222 5,365 2,840 2,710 2,854 2,990 11,458 3,278 3,568 3,976 4,443 15,265
QoQ -22.5% 40.2% 75.8% 39.8% 27.8% -4.6% 5.3% 4.8% 9.6% 8.8% 11.4% 11.7%

YoY 167% -14% 0% 129% 167% 71% 340% 200% 80% 35% 114% 15% 32% 39% 49% 33%
Margin 2.1% 4.2% 3.0% 3.8% 5.2% 6.7% 4.9% 8.4% 7.7% 7.9% 7.8% 8.0% 8.4% 8.5% 8.6% 9.1% 8.7%
Financial Income (expense), net 674 607 384 191 293 415 1,284 173 300 400 400 1,273 425 450 475 500 1,850
Other Income (expense) 141 66 6 48 47 -

Net Income* 1,988 3,809 1,035 1,095 1,884 2,687 6,697 3,013 3,010 3,254 3,390 12,667 3,703 4,018 4,451 4,943 17,115
QoQ 0.7% 5.9% 72.0% 42.6% 12.1% -0.1% 8.1% 4.2% 9.2% 8.5% 10.8% 11.1%

YoY 1 20% 7% 112% 162% 1 191% 175% 73% 26% 89% 23% 34% 37% 46% 35%
Margin 3.6% 5.2% 4.9% 4.6% 6.2% 8.2% 6.2% 8.9% 8.6% 9.0% 8.9% 8.8% 9.5% 9.6% 9.7% 10.1% 9.7%
EPS* $ 0.07 | $ 0.14]$ 0.04 § 0.04 $ 0.07 $ 0.09]|5$ 0.24 | $ 0.10 $ 0.10 $ 0.11 § 011§ 0.43|$ 0.13 § 0.14 § 0.15 § 0.17 | $ 0.58
QoQ -1.5% 4.4% 74.1% 39.0% 10.8% -0.6% 7.7% 3.8% 8.9% 8.1% 10.4% 10.7%

YoY 102% 21% 6% 114% 149% 65% 180% 167% 65% 23% 83% 21% 32% 35% 44% 33%
Wtd. Avg. Diluted Shares Out.* 28,070 26,591 28,027 28,426 28,081 28,814 28,337 29,149 29,300 29,400 29,500 29,337 29,600 29,700 29,800 29,900 29,750

* Pro forma results exclude stock-based comp, amortization of intangibles and one-time charges.
Source: Company Reports and RBC estimates.
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Required Disclosures

Explanation of RBC Capital Markets Rating System

An analyst's 'sector' is the universe of companies for which the analyst provides research coverage. Accordingly, the rating assigned to
a particular stock represents solely the analyst's view of how that stock will perform over the next 12 months relative to the analyst's
sector.

Ratings

Top Pick (TP): Represents best in Outperform category; analyst's best ideas; expected to significantly outperform the sector over 12
months; provides best risk-reward ratio; approximately 10% of analyst's recommendations.

Outperform (O): Expected to materially outperform sector average over 12 months.

Sector Perform (SP): Returns expected to be in line with sector average over 12 months.

Underperform (U): Returns expected to be materially below sector average over 12 months.

Risk Qualifiers (any of the following criteria may be present):

Average Risk (Avg): Volatility and risk expected to be comparable to sector; average revenue and earnings predictability; no
significant cash flow/financing concerns over coming 12-24 months; fairly liquid.

Above Average Risk (AA): Volatility and risk expected to be above sector; below average revenue and earnings predictability; may
not be suitable for asignificant class of individual equity investors; may have negative cash flow; low market cap or float.

Speculative (Spec): Risk consistent with venture capital; low public float; potential balance sheet concerns; risk of being delisted.

Distribution of Ratings, Firmwide

For purposes of disclosing ratings distributions, regulatory rules require member firms to assign all rated stocks to one of three rating
categories--Buy, Hold/Neutral, or Sell--regardless of a firm's own rating categories. Although RBC Capital Markets' stock ratings of
Top Pick/Outperform, Sector Perform and Underperform most closely correspond to Buy, Hold/Neutral and Sell, respectively, the
meanings are not the same because our ratings are determined on arelative basis (as described above).

Distribution of Ratings/IB Services
RBC Capital Markets

Investment Banking
Serv./Past 12 Mos.

Rating Count Percent Count Percent
BUY[TP/O] 444 42.57 194 43.69
HOLDI[SP] 492 47.17 144 29.27
SELL[U] 107 10.26 21 19.63

Rating and Price Target History for: Ceragon Networks Ltd. as of 04-27-2007 (in USD)
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Legend:

TP: Top Pick; O: Outperform; SP: Sector Perform; U: Underperform; I: Initiation of Research Coverage; D: Discontinuation of Research Coverage; NR: Not Rated;
NA: Not Available; RL: Recommended List - RL: On: Refers to date a security was placed on a recommended list, while RL Off: Refers to date a security was
removed from a recommended list.

Created by BlueMatrix

References to a Recommended List in the recommendation history chart may include one or more recommended lists or model
portfolios maintained by a member company of RBC Capital Markets or one of its affiliates. RBC Dain Rauscher Inc. Recommended
Lists include a former list called the Western Region Focus List (1), a former list called Model Utility Portfolio (2), and the Prime
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Opportunity List (3) (formerly called the Private Client Selects), Private Client Prime Portfolio (4), a former list called Private Client
Portfolio (5), the Prime Income List (6), the Guided Portfolio: Large Cap (7), and the Guided Portfolio: Dividend Growth (8). The
abbreviation 'RL On' means the date a security was placed on a Recommended List. The abbreviation 'RL Off' means the date a security
was removed from a Recommended List.

Analyst Certification

All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and al of the
subject securities or issuers. No part of the compensation of the responsible analyst(s) named herein is, or will be, directly or
indirectly, related to the specific recommendations or views expressed by the responsible analyst(s) in this report.

Dissemination of Research

RBC Capital Markets endeavours to make all reasonable efforts to provide research simultaneously to all eligible clients, having
regard to local time zones in overseas jurisdictions. RBC Capital Markets' equity research is posted to our proprietary websites to
ensure eligible clients receive coverage initiations and changes in rating, targets and opinions in a timely manner. Additional
distribution may be done by the sales personnel via email, fax or regular mail. Clients may also receive our research viathird party
vendors. Please contact your investment advisor or ingtitutional salesperson for more information regarding RBC Capital Markets
research.

Conflicts Disclosures

RBC Capital Markets Policy for Managing Conflicts of Interest in Relation to Investment Research is available from us on request. To
access our current policy, clients should refer to

http://www.rbccm.com/cm/file/0,,63022,00.pdf

or send a request to RBC CM Research Publishing, P.O. Box 50, 200 Bay Street, Roya Bank Plaza, 29th Floor, South Tower,
Toronto, Ontario M5J 2W7. We reserve the right to amend or supplement this policy at any time.

Important Disclosures

The analyst(s) responsible for preparing this research report received compensation that is based upon various factors, including total
revenues of the member companies of RBC Capital Markets and its affiliates, a portion of which are or have been generated by
investment banking activities of the member companies of RBC Capital Markets and its affiliates.

RBC Capital Markets Corp. makes a market in the securities of Ceragon Networks Ltd. and may act as principal with regard to sales or
purchases of this security.

Additional Disclosures

RBC Capital Markets is the business name used by certain subsidiaries of Royal Bank of Canada, including RBC Dominion Securities Inc., RBC Capital Markets
Corporation, Royal Bank of Canada Europe Limited and Royal Bank of Canada - Sydney Branch. The information contained in this report has been compiled by RBC
Capital Markets from sources believed to be reliable, but no representation or warranty, express or implied, is made by Royal Bank of Canada, RBC Capital Markets, its
affiliates or any other person as to its accuracy, completeness or correctness. All opinions and estimates contained in this report constitute RBC Capital Markets
judgement as of the date of this report, are subject to change without notice and are provided in good faith but without legal responsibility. Nothing in this report
constitutes legal, accounting or tax advice or individually tailored investment advice. This material is prepared for general circulation to clients and has been prepared
without regard to the individual financial circumstances and objectives of persons who receive it. The investments or services contained in this report may not be suitable
for you and it is recommended that you consult an independent investment advisor if you are in doubt about the suitability of such investments or services. This report is
not an offer to sell or a solicitation of an offer to buy any securities. Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of
origina capital may occur. RBC Capital Markets research analyst compensation is based in part on the overall profitability of RBC Capital Markets, which includes
profits attributable to investment banking revenues. Every province in Canada, state in the U.S., and most countries throughout the world have their own laws regulating
the types of securities and other investment products which may be offered to their residents, as well as the process for doing so. As aresult, the securities discussed in this
report may not be eligible for sale in some jurisdictions. This report is not, and under no circumstances should be construed as, a solicitation to act as securities broker or
dealer in any jurisdiction by any person or company that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. To the full
extent permitted by law neither RBC Capital Markets nor any of its affiliates, nor any other person, accepts any liability whatsoever for any direct or consequential loss
arising from any use of this report or the information contained herein. No matter contained in this document may be reproduced or copied by any means without the prior
consent of RBC Capital Markets.

Additional information is available on request.

ToU.S Residents:

This publication has been approved by RBC Capital Markets Corporation, which is a U.S. registered broker-dealer and which accepts responsibility for this report and its
dissemination in the United States. Any U.S. recipient of this report that is not a registered broker-dealer or a bank acting in a broker or dealer capacity and that wishes
further information regarding, or to effect any transaction in, any of the securities discussed in this report, should contact and place orders with RBC Capital Markets
Corporation.

To Canadian Residents:

This publication has been approved by RBC Dominion Securities Inc. Any Canadian recipient of this report that is not a Designated Institution in Ontario, an Accredited
Investor in British Columbia or Alberta or a Sophisticated Purchaser in Quebec (or similar permitted purchaser in any other province) and that wishes further information
regarding, or to effect any transaction in, any of the securities discussed in this report should contact and place orders with RBC Dominion Securities Inc., which, without
in any way limiting the foregoing, accepts responsihility for this report and its dissemination in Canada.
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ToU.K. Residents:

This publication has been approved by Royal Bank of Canada Europe Limited (‘'RBCEL") which is authorized and regulated by Financial Services Authority ('FSA"), in
connection with its distribution in the United Kingdom. This material is not for distribution in the United Kingdom to private customers, as defined under the rules of the
FSA. RBCEL accepts responsibility for this report and its dissemination in the United Kingdom.

To Persons Receiving This Advicein Australia:

This material has been distributed in Australia by Royal Bank of Canada - Sydney Branch (ABN 86 076 940 880, AFSL No. 246521). This material has been prepared for
general circulation and does not take into account the objectives, financial situation or needs of any recipient. Accordingly, any recipient should, before acting on this
material, consider the appropriateness of this material having regard to their objectives, financial situation and needs. If this material relates to the acquisition or possible
acquisition of a particular financial product, a recipient in Australia should obtain any relevant disclosure document prepared in respect of that product and consider that
document before making any decision about whether to acquire the product.

ToHong Kong Residents:

This publication is distributed in Hong Kong by RBC Investment Services (Asia) Limited, a licensed corporation under the Securities and Futures Ordinance. This
material has been prepared for general circulation and does not take into account the objectives, financial situation, or needs of any recipient. Hong Kong persons wishing
to obtain further information on any of the securities mentioned in this publication should contact RBC Investment Services (Asia) Limited at 17/Floor, Cheung Kong
Center, 2 Queen's Road Central, Hong Kong (telephone number is 2848-1388).

®Registered trademark of Royal Bank of Canada. RBC Capital Marketsisatrademark of Royal Bank of Canada. Used under license.
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