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Dude, Not So Rad

Event
Preannounces Weak June Quarter Results

Investment Opinion

» Thismorning the company pre-announced weak preliminary results of
$17.5 million in revenues and $0.03-$0.05 in ear nings, which were far

(FY Dec) 2003A 2004A  2005E  2006E below our expectations and consensus of $21 million and $0.23.
EPS 0.35 0.70 0.45 0.85 _ _ o . .
Prev. 0.96 113 * We believe the disappointing results are dueto rising competitive
P/E 44.31x  22.16x 34.47x  18.25x pressures following recent merger and acquisition activity in the layer
Revenue Net 5478 6844 7652  90.00 4-7 market (i.e., Cisco's acquisition of Fineground as well asits
(MM) announcement of AON and Juniper's acquisition of Redline aswell as
Mire"' go.27 95.30 Citrix acquiring Netscaler). We believe the dramatic change in the
tCap/Rev 5.75x 4.60x 4.12x 3.50x .. . . .
competitive environment continues to create purchasing delays. These
Eg; . c?sL o g;i o %3/; . 1%1 issues may take more than a quarter or two to be rectified, in our opinion.
5004 0147 016A  019A  0.29A Weakness in sales was seen throughout the geographic regions.
2005 0.22A 0.04E 0.06E 0.13E » The balance sheet continuesto remain strong however, with Radware
Prev. 024  0.26E  0.29€ gener ating approximately $3-4 million in cash during the June quarter,
zRg(;'g"ue Net (M'V1')2 soA 1317A  1401A  15.00A ending the quarter with roughly $8-9/sharein cash. We believe a share
2004 1550  1630A  1757A  19.05A buyback may be forthcoming in the near future.
2005 20.02A  17.50E  18.50E  20.50E |« Wearelowering our June quarter resultsfrom $21 million and $0.23
Prev. 21.00E  21.50E  22.75E to $17.5 million and $0.04. For the full year C2005, our estimates move

EPS estimates are non-GAAP, which exclude the
effects of charges from acquisitions, deferred stock
based compensation and certain non recurring items

All values in USD unless otherwise noted.

Priced as of prior trading day's market close,
EST (unless otherwise stated).

from $85.3M and $0.96 EPS to $76.5M and $0.45 respectively. Our C2006
estimates move from $95.3M and $1.13 to $90M and $0.85 respectively.

We arereducing our pricetarget on Radware from $24 to $20, which
represents 18x times our CY 06 ear nings estimate, aslight discount to its
peer group average due to the uncertainties around rising competitive
pressures.

For required disclosures, please see page 3.
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Valuation

Radware's shares currently trade at 34x our C2005 earnings estimate of $0.45, of which $8.06 remainsin cash. Our price target now
stands at $20 or 18x our C2006 earnings estimate, slightly below peer group average.

Price Target Impediment

I mpediments to reaching our price target include competitive pressures, a prolonged IT spending recovery period and geo-political
risks.

Company Description

Radware devel ops Internet traffic solutions that enable service providers, enterprises, and e-commerce businesses to manage and
optimize the performance of servers, security devices and ISP links. By distributing I P traffic within a network, Radware's products
can improve productivity and business operations. Applications provided by Radware solutions include traffic redirection (i.e., load
bal ancing), health monitoring, bandwidth management and security.
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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.RatingsTop 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 anayst'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 a significant 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, Firmwide

RBC Capital Markets
Investment Banking
Serv./Past 12 Mos.

Rating Count Percent Count Percent
BUY [TP/O] 383 42.70 131 34.20
HOLD [SP] 432 48.16 133 30.79
SELL [U] 82 9.14 25 30.49

Rating and Price Target History for: Radware Ltd. as of 06-30-2005
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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

In the event that this is a compendium report (covers more than six subject companies), RBC Capital Markets may choose to
provide specific disclosures for the subject companies by reference. To access current disclosures, clients should refer to
http://rbc2.bluematrix.com/bluematrix/Disclosure or send a request to RBC CM Research Publishing, P.O. Box 50, 200 Bay Street,
Royal Bank Plaza, 29th Floor, South Tower, Toronto, Ontario M5J 2W7.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 Capital Markets recommended lists include the Strategy Focus List and the
Fundamental Equity Weightings (FEW) portfolios. RBC Dain Rauscher Inc. recommended lists include the Western Region Focus
List (1), the Model Utility Portfolio (2), and the Prime Opportunity List (3) (formerly called the Private Client Selects), Private
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Client Prime Portfolio (4), a former list called Private Client Portfolio (5), and the Prime Income List (6). RL On: Date a security
was placed on arecommended list; RL Off: Date a security was removed from arecommended list.

Analyst Certification

All of the views expressed in this report accurately reflect the personal views of the responsible analyst(s) about any and all of the
subject securities or issuers. No part of the compensation of the responsible analyst(s) nhamed 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. 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 via third party vendors. Please contact your investment advisor or
institutional salesperson for more information regarding RBC Capital Markets research.

Conflicts Disclosures

RBC Capita Markets Policy for Managing Conflicts of Interest in Relation to Investment Research is available from us on request
and is made available on our website at http://www.rbcem.com/cm/file/0,,63022,00.pdf. We reserve the right to amend or
supplement this policy at any time. For the current policy, please check our website.

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 Radware Ltd. and may act as principal with regard to sales or
purchases of this security.

The author(s) of this report are employed by RBC Capital Markets Corporation, a securities broker-dealer located in New Y ork,
USA.

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 asto 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 asolicitation 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 original 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 a result, 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 10ss 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 isavailable on request.

To U.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 abank 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 responsibility for this report and its dissemination in Canada. To U.K. Residents:
This publication has been approved by Roya 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.T o Persons Receiving This Advice in 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
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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.To Hong 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 (tel ephone number is 2848-1388).
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Period Ending Dec-04 Dec-04 Dec-05
($000 Except EPS and Ratios) 4Q EY EYE
Income Statement
Total Revenue 15,522 16,298 17,572 19,047 20,021 17,500 18,500 20,500 21,000 22,000 22,500 24,500 68,439 76,521 90,000
YoY Growth 23.3% 23.7% 25.4% 26.9% 29.0% 7.4% 5.3% 7.6% 4.9% 25.7% 21.6% 19.5% 25% 12% 18%
QoQ Growth 3.4% 5.0% 7.8% 8.4% 51% -12.6% 5.7% 10.8% 2.4% 4.8% 2.3% 8.9% - - -
Cost of Sales 2,760 2,899 3,130 3,395 3,555 4,200 3,700 4,100 4,200 4,400 4,500 4,900 12,184 15,555 18,000
Gross Margin 12,762 13,399 14,442 15,652 16,466 13,300 14,800 16,400 16,800 17,600 18,000 19,600 56,255 60,966 72,000
R&D 2,337 2,467 2,660 2,878 3,026 3,250 3,200 3,250 3,000 3,000 3,100 3,100 10,342 12,726 12,200
Sales & Marketing 7,702 7,805 7,989 8,402 8,996 9,200 10,200 10,400 9,600 9,500 9,500 9,800 31,898 38,796 38,400
G&A 1,020 1,038 1,192 1,243 1,214 1,250 1,250 1,300 1,600 1,600 1,700 1,800 4,493 5,014 6,700
Total Operating Exp. 11,059 11,310 11,841 12,523 13,236 13,700 14,650 14,950 14,200 14,100 14,300 14,700 46,733 56,536 57,300
Operating Income 1,703 2,089 2,601 3,129 3,230 (400) 150 1,450 2,600 3,500 3,700 4,900 9,522 4,430 14,700
Financial Income 1,052 1,023 1,137 1,353 1,226 1,150 1,175 1,225 1,125 1,131 1,136 1,142 4,565 4,776 4,534
Income before inc. taxes 2,755 3,112 3,738 4,482 4,456 750 1,325 2,675 3,725 4,631 4,836 6,042 14,087 9,206 19,234
Taxes on income 0 93 113 135 55 15 27 54 335 417 435 544 341 150 1,731
Minority Interest 11 23 0 0 0 11 11 11 11 11 11 11 34 33 44
Net Earnings 2,766 3,042 3,625 4,347 4,401 746 1,310 2,633 3,401 4,225 4,412 5,509 13,780 9,089 17,547
Earnings per Share $0.14 $0.16 $0.19 $0.22 $0.22 $0.04 $0.06 $0.13 $0.17 $0.21 $0.22 $0.27 $0.70 $0.45 $0.85
EPS YoY Growth 193% 121% 93% 71% 57% -76% -66% -40% -24% 461% 237% 107% 100% -36% 91%
Shares O/S 20,072 19,580 19,400 20,167 20,289 20,289 20,500 20,500 20,500 20,500 20,500 20,750 19,805 20,395 20,563
Percent of Sales:
Gross Profit 82.2% 82.2% 82.2% 82.2% 82.2% 76.0% 80.0% 80.0% 80.0% 80.0% 80.0% 80.0% 82.2% 79.7% 80.0%
Operating Income 11.0% 12.8% 14.8% 16.4% 16.1% -2.3% 0.8% 7.1% 12.4% 15.9% 16.4% 20.0% 13.9% 5.8% 16.3%
Pre-Tax Income 17.7% 19.1% 21.3% 23.5% 22.3% 4.3% 7.2% 13.0% 17.7% 21.0% 21.5% 24.7% 20.6% 12.0% 21.4%
Net Income 17.8% 18.7% 20.6% 22.8% 22.0% 4.3% 7.1% 12.8% 16.2% 19.2% 19.6% 22.5% 20.1% 11.9% 19.5%
R&D 15.1% 15.1% 15.1% 15.1% 15.1% 18.6% 17.3% 15.9% 14.3% 13.6% 13.8% 12.7% 15.1% 16.6% 13.6%
Sales & Marketing 49.6% 47.9% 45.5% 44.1% 44.9% 52.6% 55.1% 50.7% 45.7% 43.2% 42.2% 40.0% 46.6% 50.7% 42.7%
G&A 6.6% 6.4% 6.8% 6.5% 6.1% 7.1% 6.8% 6.3% 7.6% 7.3% 7.6% 7.3% 6.6% 6.6% 7.4%
Tax Rate, Net 0.0% 3.0% 3.0% 3.0% 0.0% 2.0% 2.0% 2.0% 9.0% 9.0% 9.0% 9.0% 2.4% 1.6% 9.0%
Source: Company Data, RBC Capital Markets Estimates
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