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Overview of economic indicators

Latest
| Inflation and inflation expectations’ period
Consumer price iNdeX............cooviviviiiiiiiiiee September '06
Core index 1 (CPI excl. agric. prod., veg., fruit and petrol) ................. September '06
Core index 2 (core index 1 excl. public services)...............ccccocooeene September '06

Domestic goods excl. agricultural products and vegetables
Agricultural products and vegetables
Imported goods excl. alcohol and tobacco ...
- food and beverages
- cars and spare parts..

September '06
September '06
September '06
September '06
September '06
September '06
September '06
September '06
Public services September '06
Private services September '06
Groceries (perishable items).............ccoiiiiiiiiiicccc September '06

Weighted import exchange rate index (Dec. 31 1994=100)............... August 31 '06

- imported goods excl. food and beverages ...
Housing

Latest
period
Employers' inflation expectations.. February '06
Public's inflation expectations August '06

Latest
value

265.6

149.3
150.1

139.6
134.3
1171
126.4
126.1
165.7

99.4
243.2
145.7
153.0
132.0

130.5

Expected Change Exp. 12-mo

12 mo.
inflation
42

7.3

Change (%)

on prev.
month

0.6

0.8
0.9

1.1
1.9
1.0
1.1
0.3
-3.3
35
0.5
-0.5
-0.2
1.6

0.0

on prev.
survey
0.5

0.6

1. Index base periods: Consumer price index: May 1988=100; other price indices: March 1997=100. 2. Annualised inflation.

over 6
months?

10.8

9.4
10.3

10.5
14.9
14.9
22.2
19.7
26.8

6.7
13.6
-0.3

6.0
15.5

98.2

inflation

1 year ago
3.6

3.8

over 12
months

7.6

7.2
7.8

9.5
1.7
5.8
14.0
7.8
6.3
2.7
13.0
0.4
5.0
12.1

425

Contribution 12-mo. ch.

to 12-mo.
inflation (%)

6.2
6.2

0.8
0.7
1.8
0.3
0.6
0.4
0.4
3.0
0.0
1.1
1.8

Expected annual
inflation over next

2 yrs.
35

3 yrs.

1 year
ago (%)

4.8

4.9
4.7

-2.0
-0.5

0.0
-7.3
-1.6
12.3
-2.2
18.0

6.9

3.9
-35

-11.4

Perceived
inflation in

past 12 mo.

7.8

Value % change’ on From beginn. of year’
Latest  Latest 1 year previous  previous Change on
Il Output and demand period  value ago period year Value prev. year (%)
GDP (b.KE) o Q2/2006 271.4  250.0 2.6 2.7 533.8 3.5
National expenditure (b.kr.)....... Q2/2006  322.7 277.6 -1.2 7.0 632.2 10.5
Private consumption (b.kr.)........ Q2/2006 1744 1548 4.1 46 333.9 8.0
Public consumption (b.kr.)... Q2/2006 69.1 61.7 0.6 2.7 135.6 3.4
Gross fixed investment (b.kr.).... Q2/2006 785 66.0 -13.0 6.5 161.2 20.7
Exports of goods and services (b. kr.) .. Q2/2006 96.6 88.2 18.7 -5.9 170.4 -5.6
Imports of goods and services (b. kr.)........ Q2/2006 -148.0 -115.7 2.6 6.3 -268.9 14.2
Domestic turnover according to VAT statements (b. kr.)............ May-June '06 2542  203.8 19.5 15.7 644.3 14.0
Turnover in groceries stores (b.kr.) August '06  138.7 1275 -0.5 8.8 130.1 6.1
Credit and debit card turnover (b.kr.) August '06 53.0 50.5 3.9 -2.1 4471 3.9
Turnover of publicly listed companies on ICEX (b.kr.) ... Q1/2006 2285 130.9 97.6 228.5 74.6
Cement sales (thous. tons) ........ August '06 32.0 24.2 -1.1 323 199.5 19.5
Automobile registrations (number) August '06 1,498 1,936 -16.5 -22.6 17,766 -3.1
1. Change between periods is presented in real terms. 2. Change in seasonally adjusted values.
Value % change on From beginn. of year
Latest Latest 1 year previous  previous Change on
Il Foreign trade and external economic conditions period  value ago period year Value prev. year (%)
Price of marine products in foreign currency (Jan.1999=100).... August '06  112.8  104.4 1.8 8.1 108.2 6.8
Price of aluminium, LME cash price USD/t September '06 2,429 1,840 -1.3 32.0 2,494 355
Price of crude oil (Brent) USD/b .......c.ccoiiiiiiiiiiiiiiinceee September '06  60.5 63.0 -17.8 -3.9 67.3 25.6
Demersals (1,000 tonnes) August'06 389  38.1 2.9 2.1 369.0 3.0
Pelagics (1,000 tonnes) August '06 50.3 50.5 7.0 -0.5 585.7 -40.0
Merchandise exports (excl. ships & aircraft, b.kr.)" ... August '06  16.6 14.4 7.6 1.1 145.3 7.7
- marine products (b.kr.)! August '06 9.6 8.4 3.2 -0.1 83.1 1.8
- aluminium (b.kr)’ August'06 45 2.8 21.0 38.0 36.7 417
- other industrial products (b.Kr.) ..o August '06 2.1 2.7 29 -32.9 20.6 -6.7
Merchandise imports (excl. ships & aircraft, b.kr.)" ..o August '06  28.1 259 -16.3 -4.9 241.6 241
Merchandise trade balance (excl. ships & aircraft, b.kr.) .................... August '06  -115  -115 -96.3
Services exports (b.kr)" ... Q2/2006 243 255 0.0 19.5 243 413.3
Services imports (b.kr.)" ... Q2/2006  39.2 323 0.0 471 39.2 405.2
Real effective exchange rate (relative CPI) (1980=100)...................... Q2/2006 96.4 103.6 -11.5 -6.9 102.7 -2.8

Note: In the case of volumes and values, 'From beginning of year’ refers to cumulated figures to date, but in the case of prices or indices it refers to the average price or index. 1. Changes

are calculated at constant exchange rates.




IV Labour market and wages

Number of unemployed listed at employment agencies ................
Registered unemployment, s.a. (% of total estim. labour force) .....
Unemployment rate, labour force survey..........ccccoocoveiiiciiinne.

Listed vacancies at employment agencies..............cccceueioiiiinne
New work permits issued ....
Work permits issued, total ...

Wage index (December 1988=100) .........cccererrirrereerriincienniens
Real wages (wage index deflated by CPI)........cccoooviviiiiiienienns

Latest
period

August '06
August '06

Q2/2006
August '06
August '06
August '06
August '06
August '06

Latest
value

1,948
1.3
4.0

616
107
363
297.4
140.7

Value
1 year
ago

2,851
1.9
3.0
1,912
353
478
268.9

138.1

Change’ from

From beginn. of year?

previous  previous
period year
-236 -903
0.0 -0.6

1.6 1.0

11.0 -67.8
114 -69.7

104 -24.1

0.7 10.6

03 1.9

Change on
Average prev. year (%)

2,192 -38.3
1.3 -0.9
3.2 0.2
656 -54.3

2,958 48.9

4,717 55.9

288.9 9.0

140.5 25

1. Change from previous period refers to change in the number of unemployed and change in the rate of unemployment; percentage changes otherwise. 2. Average from beginning
of year except for work permits where the cumulated number of permits is shown. Change on previous year refers to change in the average number of unemployed and change in the

unemployment rate; percentage changes otherwise.

V' Public finances
Treasury revenue balance (b.kr.) ...
- as a percentage of revenue..........cooeiviviciiiic i

Net borrowing requirement (b. kr.)...
- as percentage of revenue

Treasury revenue (b. Kr.) ..o
- w/o asset sales and irregular items (b. kr.) ...
- from VAT (b. KE) .o
- from payroll & personal income tax withheld (b. kr.) ...
- from imports, liquor, car ownership (b. kr.) ..................

Treasury expenditures (b. Kr)........cooooiiiiiiiiiiiiis
- w/o irregular items (b. Kr.) ..o

Latest Latest

period value
July '06 3.0
July '06 10.3
July '06 3.2
July '06 111
July '06 29.0
July '06 28.9
July '06 10.3
July '06 93
July '06 2.6
July '06 26.0
July '06 26.0

Value
1 year
ago

-1.3
-4.8
0.1
0.3
26.4
25.9
9.1
7.5
2.4
27.7
26.4

Note: First four columns show 4-month moving averages of monthly values, last two show current year to date.

% change on

From beginn. of year

previous  previous
period year
3.6 2.0

3.6 3.6

75 5.4

-0.2 15.5

33 0.2

-0.3 -12.6
-0.3 -8.4

Change on

Value prev. year (%)
215.5 9.9
215.2 10.9
68.8 10.8
65.7 12.2
16.9 6.3
178.3 =71
178.3 -4.4

VI Asset markets

ICEX-15 equity price index? (Dec. 1997=1,000)
ICEX-Main equity price index? (Dec. 1997=1,000)
Equity turnover on ICEX,2 monthly total.........cccocoeirreiiininiiinns

Residental housing prices, narrow index? (Jan. 1994=100) .............
Real residental housing prices, broad index3 (Jan. 1994=100)........

Price of long-term cod quota (Kr./Kg.) ....cccooeveivviiiiiiiiiieie

Value

Latest Latest 1 year

period value ago

August '06  5,604.1  4,506.3
August '06  5,151.7  4,182.8
August '06 201.3 98.3
August '06 295.6 274.2
August '06 199.4 195.4
September '06 1895 1426

% change on

From beginn. of year

previous  previous
period year
3.9 24.4

3.7 232
253.8 104.8
0.0 7.8

2.1 2.1

1.9 329

1. Except for turnover which is cumulated to date. 2. ICEX = Iceland Stock Exchange. Prices are monthly averages. 3. In Greater Reykjavik Area.

Aver-  Change on
age’ prev. year (%)

5,823.9 45.4
5,358.4 43.2
1.247.5 122.8
278.6 7.6
193.3 5.0
1753 36.1

VIl Financial markets

Bank lending to domestic sector (b.Kr.)" ........cccoeveveveveieiiieiie
- adjusted for estimated indexation effects on inflation-

and exchange rate-linked loans (index)"

- in real terms (January 2002 = 100)’

Credit system total lending (b.kr.)..........ccoooiiiiiiii
M3 (DKL) o
Central Bank policy interest rate (%)..........cccccoeviiiiiiiiiiiinie,

Money market yield, 3-m0. (%)2 ......ovrririrreeeee s
Money marker yield, 12-mo. (%)?
Yield on Treasury notes (RIKB 10 0317) (%)2...
Yield on Treasury notes (RIKB 13 0517) (%)?
Real yield on HFF bonds (HFF 15 0224) (%)2....
Real yield on HFF bonds (HFF 15 0234) (%)?....
Real yield on HFF bonds (HFF 15 0244) (%)?....
Real yield on Treasury bonds (RIKS 15 1001) (%)2......c.ccovrrerrennns

Average bank lending rate, non-indexed loans (%)?
Average bank lending rate, indexed loans (%)?

Exchange rate index of krona (Dec. 31 1991=100)2......................

Latest

period

August '06
August '06
August '06

June '06

August '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06
September 22 '06

Value

Latest 1 year
value ago
2,145.4 1,457.5
485.6 34838
258.4  188.9
4,184.9 3,066.6
730.1 6191
14.00 9.50
12.9 9.4
13.3 9.9
10.9 0.0
8.0 7.4

4.3 3.6

4.1 3.6

4.1 3.6

4.2 3.6
18.8 15.0
7.2 6.8
104.6  101.7

% change on

From beginn. of year

previous  previous
period year
-1.1 47.2
39 39.2
-1.7 36.8
6.8 365
-25 17.9
0.5 4.5
0.1 3.6
0.1 3.4
-0.9 10.9
-0.8 05
0.0 0.7
0.0 05
0.0 0.4
-0.2 0.6
0.4 39
0.0 0.4
-20.5 3.0

Aver-  Change on
age prev. year (%)

11.90

2.86
103 12
10.4 0.6
0.0 0.0
8.1 05
44
43
4.2 .
42 0.7
16.1 17
6.7 06
99.7 -10.1

1. For comparability, financial companies which were reclassified as deposit money banks or moved into that category through mergers are included retrospectively for the entire period.
This adjustment is made only for percentage changes and not applied to the original stock figures. 2. All figures except for two last columns are based on 4-week averages.




| Inflation and inflation expectations

Consumer price inflation and core inflation
Core inflation 1: CPI less agricultural products, vegetables, fruit petrol and petrol
Core inflation 2: Core inflation 1 less public services

12-month % change

Consumer prices: goods

12-month % change
5

Consumer prices: housing and services

o 12-month % change
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1-3 -4

Food, groceries and petrol prices

12-month % change
0

Imported goods excl.
alcohol and tobacco ~ ~ ~
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-5 -6
Prices of imported goods in the CPI Components of CPI inflation
and import-weighted exchange rate of the krona Contribution to inflation in past 12 months

Period average (from March 1997) = 100 March 1997 = 100 5 %
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Inflation in Iceland and trading partner countries

HICP inflation for all countries except national
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o 12-month % change
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Inflation expectations

Breakeven inflation rate at month-end May 2002 - September 2006.
Inflation expectations according to surveys

% Latest: September 22
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Il Output and demand

11-1

24

Economic growth and national expenditure

Volume change on same quarter in previous year (%)

€ National expenditure

1998 ' 1999 ' 2000 ' 2001 ' 2002 ' 2003 ' 2004 ' 2005 ' 2006

11-2
Consumption and gross fixed capital formation

50 Volume change on same quarter in previous year (%)

4 | Gross fixed capital formation

1998 1999 2000 2001 2002 2003 2004 2005 2006

1I-3

Contributions to GDP growth

Volume change year-on-year (percentage points)

== Net trade
== Total investment
== Public consumption

== Private consumption
—— GDP (%)

1998 ' 1999 ' 2000 ' 2001 2002 ' 2003 ' 2004 ' 2005 ' 2006

11-4

Exports and imports of good and services

Volume change on same quarter in previous year (%)

T T T T T T T
1998 1999 2000 2001 2002 2003 2004 2005 2006

11-5

Turnover based on VAT returns

Change on same period in previous year in real terms, seasonally adjusted (%)

-6
Turnover based on VAT returns: selected sectors

Change on same period in previous year in real terms (%)
0

Construction A=

20 — — = Construction 1= f¥ - - - - - - - - - - - - - - - —-~—
-10 T T T T T T T ~

1999 2000 2001 2002 2003 2004 2005 2006 30 1999 ' 2000 ' 2001 ' 2002 " 2003 ' 2004 ' 2005 | 2006
-7 11-8

135
130
125
120
115
110
105
100

o November 2001 = 100

Groceries turnover
In real terms (deflated by the price of groceries in the CPI)

Change on same period in previous year (%)

Seasonally adjusted
(left-hand axis)

2003 2004

Credit card and debit card turnover
Change on same period in previous year, deflated using the CPI
for domestic turnover and the exchange rate for turnover abroad

Change on previous year (%) Change on previous year (%)
0 60

= T
20

~ — — Monthly, total (left-hand axis)
_ — — Monthly, domestic (left-hand axis) 20

10 -
s F---- == Accumulated from beginning of year, total (left-hand axis) 30
) — Abroad (right-hand axis) )
-20 T T T T -40

2002 2003 2004 2005 2006




Il Output and demand

11-9
ICEX-15 listed company turnover and profits
January-December 2004 and 2005
Sample size: 18 listed companies
% of turnover
80

11-10

Cement sales and car imports and registrations

12-month change (%)

-10 T T T T T

Increase EBITDA  After-tax  Financial Cash flow 60 1995 1996 1997 1998 11999 2000 2001 2002 2003 2004 2005 2006

in turnover profit expenses
11-11 _ ) 11-12

Value of contracts in public tenders
and as a ratio of budgeted cost Consumer sentiment (IMG Gallup)
Quarterly weighted averages
B.kr. %
3 121 180
28 ol - 114 160
6~~~ """""~-----—--—------Mb---------- 107 140
5[ Ratioofbudgeted =~~~ ~-~- -~~~ -~ -~~~ -~~~ -~~~ 100 120
4 | cost (right-hand axis) _ _ _ _ _w /N0 _ __ _ BN __ _B_____ o3
100

3 86
2 79 g0
1 72 60
0 65 40

1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

T T T T
2001 2002 2003 2004 2005 2006

lll Foreign trade and external economic conditions

1I-1

Quarterly current account balance

% of GDP
8

% of exports
30

I % of GDP (left-hand axis) o
—— % of total exports of goods and services (right-hand axis)

1997 ' 1998 1999 ' 2000 2001 2002 ' 2003 ' 2004 ' 2005 2006

11-2

Merchandise trade balance
12-month moving averages

0 % of merchandise exports

10
0

1995 11996 1997 19981999 20002000 2001 2002 2004 2005 2006

-3

Merchandise imports and exports
12-month moving averages, at fixed exchange rates

12-month change (%)
40

1995 1996 1997 1998 1999 2000 2000 2001 2002 2004 2005 2006

-4

Merchandise exports
3-month moving averages, af fixed exchange rates

6
1995 1996 1997 1998 1999 2000 2001 2002 2003' 2004 2005' 2006




[l Foreign trade and external economic conditions

-5
Merchandise exports by category

3-month moving averages, export value at fixed exchange rates

January 2000 = 100
0

210
160
110

60

0 T T T T T T T T T T T
1995 1996 1997 1998 1999 2000 2000 2001 2002 2004 2005 2006

-6
Seasonally adjusted merchandise imports
3-month moving averages, at fixed prices and exchange rates
B.kr.

25

7

Br-—~"~"~"~""""77°7°77

0 et S G
Excluding ships and aircraft

5 T T T T T T T T T T T
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

-7
Merchandise trade in January-August 2004-2006

Price change on previous year (%) Volume change on previous year (%)

12004 ™ 2005 = 2006

25 30

250 - — - -

=12004 ™ 2005
20 -

15 20

15
10

10

-10

T T T T
General Imported Marine General
imports consum. exports exports

T T T T
General Imported Marine General
imports consum. exports exports

111-8

Quarterly services account
At fixed exchange rate change on same quarter in previous year

0 T T T T T T T T T T T
1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

-9
Quarterly current account

(Net current transfer is included in factor income)

-10
Monthly fish catch volume
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Il Foreign trade and external economic conditions

11-13 -14
. . . Commodity prices in international markets
Crude oil and gasoline prices Weekly data
USD/tonnes USD/barrel
800 80 2000 = 100
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Quarterly real effective exchange rate of the krona

1986/Q1 - 2006/Q2
1980 = 100

130
120
110
100

90

80

OfF-————————=—————-—-=- Relative unit _¥ %)- - - - - — - -
labour cost

60— T T T T T T T T _ T T _ T T _T T T T T T _T T
‘86 ‘88 ‘90 ‘92 ‘94 ‘96 '98 ‘00 ‘02 ‘04 ‘06

V-1 V-2
Unemployment Listed vacancies with employment agencies
Percentage of labour force (%) 3-month moving averages
9
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Work permits Number of employed persons
3-month moving averages Figures for 1988-2002 are based on income tax
returns but since 2003 figures are survey-based
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IV Labour market and wages

V-5
Change in average hours worked, number of persons
at work during reference week and total hours worked

Change from previous year (%)
Total hours worked

Average hours _

ab oA AN :
-\ -\ - oo worked

P PSR | BN ) W

PRy & S i (1 | D

o

V-6
Unemployment rate and labour participation rate

% af labour force % af labour force g6

Unemployment rate
(left-hand axis) — -

Participation rate
(right-hand axis)

207V T persons at work
e o
-4 T T T T T T T T T T T : . g : . ‘
9293 94 95 96 95 98 99 00 01 02 2004 2005 2006 o1 193 95 97 99 ! 2003 2004 2005
V-7 V-8
. Wages in the private sector excl.
Wage index and real wages . : .
0 Banks and wages in the public and banking sector
12-month change (%)
% 1998:1 = 100
18 6 [ Public sector and banking sector
T R (quarterly changes)
[l Private sector (quarterly changes)
D R | e — — — == Public sector and banking sector
(annual changes)
oF--N---- (j\_/\/igf IEd_eX_ A\ - - - — — = Private sector (annual changes)
6 - __
3 _
0 v
3F-—-mmm - — = Real wages (wage  — - - — _ _ _ _
index deflated by CPI)
-6
199519961997 '1998' 19992000 '2001' 2002' 2003 ' 2004 2005 ' 2006 1997 ' 1998 ' 1999 ' 2000 2001 ' 2002 ' 2003 ' 2004 ' 2005 ' 2006

V Public finances

Treasury revenues excluding asset sales
and expenditure excluding interest
In real terms, based on 4-month moving averages
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Tax revenues
In real terms, based on 4-month moving averages
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Public finances

V-5
Treasury expenditures
In real terms, based on 4-month moving averages
12-month change (%)
40
S Welfare, health |\ 7
20 F - - - and education
M0~~~

V-6

Treasury expenditures, main components
In real terms, based on 4-month moving averages
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VI Asset markets
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Equity market. Monthly turnover and daily Residential housing prices
equity prices on ICEX (Latest: September 22, 2006) Price per m? in Greater Reykjavik Area, 2-month moving averages
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VIl Financial markets
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Growth of M3 and bank credit

2-month change (%)
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Growth of M3 and DMB's credit to domestic sector
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agreements with the Central Bank The Central Bank repo rate and interbank interest rates
Based on 3-month moving averages Weekly data
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Short-term interest rates and differential with abroad ) ]
Weekly data Long-term nominal Treasury bond yields
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VIl Financial markets
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Term structure of nominal interest rates Sept. 22, 2006 Yields on indexed long-term bonds
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Non-indexed interest rates: average bank Indexed interest rates; average bank lending
lending rates, T-notes and policy interest rate rates and real yield on housing bonds and T-bonds
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Interest rate spreads
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