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Monetary Policy Committee Report

to Parliament
12 January 2023

The Act on the Central Bank of Iceland stipulates that
the Monetary Policy Committee (MPC) of the Central
Bank of Iceland shall submit to Parliament (Alpingi) a
report on its activities twice a year and that the contents
of the report shall be discussed in the Parliamentary
committee of the Speaker's choosing.

The new Act on the Central Bank of Iceland, which
entered into force on 1 January 2020, requires that
the Monetary Policy Committee meet at least six times
each year. Since the last report was sent to Parliament,
the Committee has held three regular meetings, most
recently on 23 November 2022. The following report
discusses the work of the Committee between July and
December 2022.

Monetary policy formulation

According to the Act on the Central Bank of Iceland,
the principal objective of monetary policy is to promote
price stability. This objective is further described in the
joint declaration issued by the Bank and the Icelandic
Government on 27 March 2001 as an inflation target of
2%2%, based on the consumer price index. By law, the
MPC takes decisions on the application of the Bank's
monetary policy instruments; furthermore, the MPC's
decisions shall be based on a thorough and careful
assessment of developments and prospects for the econ-
omy, including the assessment published in the Bank's
Monetary Bulletin. The MPC's statements and minutes,
enclosed with this report, contain the arguments for the
Committee's decisions in the latter half of 2022.
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Table 1. Central Bank of Iceland interest

rate decisions H2/2022 (%)

Current
Date accounts
24 August 5.2
5 October 5.50
23 November E¥/5)

Seven-day
term
deposits

5.50
5.75
6.00

Collateral-
ised loans

6.25
6.50
6.75

Overnight
loans

7.25
7.50
7.75



Developments from July to December 2022

At its August meeting, the Monetary Policy Committee
(MPC) of the Central Bank of Iceland decided to raise
the Bank's interest rates by 0.75 percentage points.
The inflation outlook had continued to deteriorate, and
inflation expectations had risen by most measures. The
bleaker inflation outlook reflected stronger economic
activity than had been anticipated, as well as more
persistent house price inflation and higher global
inflation. The Bank's updated macroeconomic forecast
suggested that the GDP growth outlook had improved,
particularly because of more robust private consumption
and a more rapid recovery of the tourism industry. Job
numbers had continued to rise and unemployment to
fall, and a wider positive output gap had developed
in the domestic economy than had previously been
estimated.

At its October meeting, the Committee decided to
raise interest rates by 0.25 percentage points. It was the
first rate hike of less than 0.75 percentage points thus far
in 2022. MPC members agreed that the recent interest
rate hikes had slowed overall demand growth and hous-
ing market activity. Inflation had eased between meet-
ings, and it looked as though the short-term inflation
outlook had improved, even though underlying inflation
had risen. Inflation expectations had begun to fall again
but were still above the Bank's inflation target. Indicators
implied that demand would lose momentum over the
course of the winter. Furthermore, indicators from the
labour market suggested that the output gap in the
domestic economy had peaked. In view of these indi-
cators, the Committee was of the view that it was not
a given that interest rates should be raised further, but
that near-term monetary policy would be determined by
actual developments.

At its November meeting, the MPC decided to
raise interest rates by another 0.25 percentage points, as
several factors had changed for the worse once again,
underlying inflation had continued to rise, and price
hikes were still very widespread. The kréna had depre-
ciated between meetings, and the long-term breakeven
inflation rate in the bond market had risen some-
what. Indicators implied that inflation expectations had
become less firmly anchored to the target, and it could
therefore take longer than it would otherwise to bring
inflation back to target. The GDP growth outlook for
2023 had also improved, according to the Bank's new
macroeconomic forecast, as domestic demand appeared
likely to grow more rapidly than previously estimated.
The labour market was still quite tight, although tension
had eased somewhat, and the positive output gap that

Chart 1

Central Bank of Iceland key interest rate'
3 January 2001 - 30 December 2022

1. The Central Bank's key interest rate is defined as follows: the 7-day collateralised
lending rate (until 31 March 2009), the rate on deposit institutions’ current accounts
with the Central Bank (1 April 2009 - 30 September 2009), the average of the current
account rate and the rate on 28-day certificates of deposit (1 October 2009 - 20 May
2014), and the rate on 7-day term deposits (from 21 May 2014 onwards).

Source: Central Bank of Iceland.
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had opened up looked set to narrow more slowly than
previously assumed. The Bank's key rate was therefore
6% at the end of December 2022, or 1.25 percent-
age points higher than at the end of June, when the
Committee sent its last report to Parliament.”

The monetary stance as measured in terms of the
Central Bank's real rate tightened in H2/2022, in line
with the increase in the key rate. In terms of the average
of various measures of inflation and one-year inflation
expectations, the Bank's real rate was -0.3% at the end
of December, or 1.8 percentage points higher than at
mid-year. The Bank's real rate in terms of twelve-month
inflation rose by 0.4 percentage points over the same
period, to -3.3% at the end of December.

The nominal Treasury yield curve continued to rise
in H2/2022. The yield on ten-year nominal Treasury
bonds was 6.2% at the end of the year, having risen
by 0.8 percentage points since the middle of the year
and by 2 percentage points since end-2021. Long-term
indexed rates had risen as well. The yield on indexed
ten-year Treasury-guaranteed bonds was 2% at the
year-end, 1 percentage point higher than at mid-year.

Annual growth in M3 averaged about 9%% in
H2/2022. Growth eased somewhat during the summer
but gained pace again as the winter advanced. Year-on-
year growth in household lending was still strong, meas-
uring around 10% for the entire year in spite of sizeable
interest rate hikes and tighter borrower-based measures.
Interest rates on non-indexed residential mortgages con-
tinued to rise in H2/2022, in tandem with Central Bank
rate hikes. Indexed interest rates have also risen since
H1, in line with a generally rising real rate. Interest rates
on corporate loans have risen as well, and credit spreads
on corporate loans have inched upwards relative to rates
on the deposits available to businesses. The corporate
loan stock has grown since March, after contracting
uninterrupted since the beginning of 2021.

Inflows of capital for new investment totalled
around 96.6 b.kr. in H2/2022 and were due almost
exclusively to purchases of listed and unlisted equities.
Over the same period, outflows of capital previously
imported for new investment totalled 26.4 b.kr., mostly
due to sales of listed shares and Treasury bonds. Net
inflows relating to new investment therefore totalled
70.2 b.kr. in H2/2022, as compared with 11.0 b.kr. in
H1/2022.

1. The key rate is the interest rate that is the most important determinant of
short-term market rates and therefore is the best measure of the mone-
tary stance. At present, this is the interest rate on seven-day term depos-
its with the Central Bank.
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Chart 2

Real Central Bank of Iceland interest rates’
January 2010 - December 2022

— Real Central Bank of Iceland interest rate in terms of twelve-month
inflation

—— Real Central Bank of Iceland interest rate in terms of various
measures of inflation and inflation expectations?

1. From 2010 to May 2014, the nominal policy rate was the average of the current
account rate and the maximum rate on 28-day CDs. From May 2014, the policy rate
has been the seven-day term deposit rate. 2. Until January 2012, according to
twelve-month inflation, one-year business inflation expectations, one-year household
inflation expectations, the one-year breakeven inflation rate, and the Central Bank
forecast of twelve-month inflation four quarters ahead. From February 2012 onwards,
according to the above criteria, plus one-year market inflation expectations based on a
quarterly Central Bank survey.

Sources: Gallup, Statistics Iceland, Central Bank of Iceland.

Chart 3

Government-guaranteed bond yields®
2 January 2013 - 30 December 2022

‘ 2013 ‘ 2014 ‘ 2015 ‘2016 ‘ 2017 ‘ 2018 ‘ 2019 ‘ 2020 ‘ 2021 ‘ 2022 ‘

= 5-yr, nominal 5-yr, indexed

~— 10-yr, nominal — 10-yr, indexed

1. Based on the zero-coupon yield curve, estimated with the Nelson-Siegel method,
using money market interest rates and government-guaranteed bonds.

Source: Central Bank of Iceland.



The exchange rate of the kréna rose by just over
5% in trade-weighted terms in H1/2022, when there
was considerable optimism about the domestic econom-
ic outlook due to the relaxation of public health meas-
ures and expectations of a strong recovery of tourism.
The trend reversed as the year progressed, however, and
downward pressure on the kréna intensified as the win-
ter advanced. At the year-end, the kréna was about 7%
weaker than at mid-year and about 2% weaker than at
the end of 2021. This is probably a reflection of increased
pressure stemming from rapid growth in imports and a
widening current account deficit. Furthermore, the inter-
est rate differential with abroad has narrowed in the
wake of recent policy rate hikes by foreign central banks.
In H2/2022, the Bank sold foreign currency for 10.8
b.kr., which accounted for about 6%2% of total foreign
exchange market turnover during the period.

Inflation remained high in H2, and the long-term
outlook deteriorated from June onwards. It measured
9.6% in December, after peaking at 9.9% in July.
Inflation averaged 9.4% in Q4/2022, as was forecast
in the November Monetary Bulletin. Inflation excluding
housing measured 7.5% in December, the same as at
its July 2022 peak. Underlying inflation measured 7%
according to the average of various measures, as com-
pared with 6% when the MPC sent its last report to
Parliament.

There are clearer signs of a shift in the housing
market, and house price inflation has eased recently.
In December, the cost of owner-occupied housing had
risen by 19.4% over the previous twelve months, as
compared with nearly 21% at the time of the last report
to Parliament.

Imported inflation held broadly stable as H2 passed,
after rising steeply in H1 following the onset of the war
in Ukraine. It rose in December, however. Global oil and
commodity prices had fallen since the summer, howev-
er, although domestic petrol prices are still nearly 24%
higher than they were a year ago. Domestic food and
beverage prices have continued to rise in H2, as have
other domestic goods prices. On the whole, imported
goods prices have risen by 6.7% in the past twelve
months and domestic goods prices by 10.2%.

According to the forecast in the November
Monetary Bulletin, the outlook is for inflation to subside
in 2023 but not fall below 4% until H1/2024. It is fore-
cast to be close to the target in H2/2025.

The inflation outlook has deteriorated since June,
when the last report was sent to Parliament. Trading
partner inflation has risen still further in recent months,
albeit at a reduced pace, and imported inflation therefore

Chart 4
Exchange rate and volatility of the krona
4 January 2010 - 30 December 2022

Index, 31 Dec. 1991 = 100 Volatility (%)
(125 R 1.5

250 —— 0.0

T T T T I T T T T T T 1
10 11 12 ‘13 14 15 16 ‘17 18 19 ‘20 21 ‘22
— Trade-weighted exchange rate of the krona (inverted left axis)!
— Volatility of the kréna (right)?
1. Price of foreign currency in terms of the krona. Inverted axis shows a stronger

krona as a rise. 2. Volatility is measured by the standard deviation of daily changes in
the past 3 months.

Source: Central Bank of Iceland.

Mynd 5

Various measures of inflation
January 2015 - December 2022

12-month change (%)

4
"2015 "2016 "2017 2018 2019 ' 2020 ' 2021 ' 2022 '

— CPI HICP
— CPIXH — Underlying inflation’

Inflation target

1. Underlying inflation shows the average of five different measures.
Sources: Statistics Iceland, Central Bank of Iceland.

Chart 6

Domestic and imported goods prices
January 2019 - December 2022

12-month change (%)

2019 " 2020 " 2021 " 2022 " 2019 " 2020 " 2021 " 2022

— Agricultural products and
vegetables

— Other domestic foods
and beverages

Other domestic goods

Imported foods and beverages

— New motor vehicles and spare parts
Other imported goods (excl. petrol)
Imported goods

— Domestic goods

Source: Statistics Iceland.
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looks set to increase. Furthermore, house prices have
risen more in H2 than was envisaged at the time of the Chart 7

last report to Parliament. Recent developments in infla- Components of CP! inflation

tion are unusual in that they have been broadly similar January 2018 - December 2022

throughout much of the world, indicating that an impor- |, Contributionto annualinfiation %)
tant part of inflation is attributable to common underly-
ing factors. Chief among these are the rise in global oil
and commodity prices, disruptions in supply chains, and
rapid changes in consumption patterns in the wake of the
pandemic. Added to this is the surge in global demand
in the wake of broad-based fiscal and monetary support

measures aimed at counteracting the economic contrac- 2" 08 2019 2020 2021 2022
tion. Moreover, both the war in Ukraine and Western _ _
. i . mm |mported goods excl. alcohol, Domestlc goods excluding
sanctions against Russia have strongly affected develop- tobacco, and petrol agricultural products
ments in ener nd f d i Petrol mm Private services
ents energy a 00d prices. mm Housing Other components
Inflation expectations have risen by most measures — Pl
since thls summer. ACCOrdlng tO a recent Survey Of mar- Sources: Statistics Iceland, Central Bank of Iceland.
ket agents’ expectations, respondents expect inflation to
have fallen to 4% in two years' time, and their inflation
Chart 8

expectations have risen since the last report was sent to
Parliament. According to Gallup's winter survey, corpo-
rate executives expect inflation to measure 5% in two

Two- and five-year inflation expectations’
Q1/2018 - Q4/2022

years' time, which is unchanged from the summer sur-
vey, whereas households expect it to decline more slowly
and to measure 6%.

Market agents expect inflation to average 3.5% in
the next five and ten years. Their ten-year expectations
have risen by 0.5 percentage points since the summer
survey. Households and corporate executives expect it to
average 5% and 4%, respectively, in the next five years.

1 T T T T T T T T T 1
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022

The breakeven inflation rate in the bond market five and — Businesses — Households
. . Market t: —_— i
ten years ahead declined in H2/2022, however, but the AL Inflation target
ﬁVe-year breakeven ra,te ﬁVe yeal’s ahead was 3_6% at 1. Gallup surveys of households' and businesses' inflation expectations and Cental
Bank survey of market agents' inflation expectations. Median responses.
the end of December, broadly as it was when the last Sources: Gallup, Central Bank of Iceland.
report was sent to Parliament.
At the MPC's November meeting, members agreed Chart 9
that it was vital to ensure that the monetary stance was Braleven inflkien me
tight enough to bring inflation back to target within an January 2018 - December 2022
acceptable time frame. They noted that underlying infla- %

tion had continued to rise and that price increases were
very widespread. Inflation expectations were high by all
measures, and indicators implied that they had grown
less firmly anchored to the Bank's inflation target. As a
result, there was significant risk that high inflation would

prove more persistent than it would have been other-

wise. The Committee also pointed out that the real rate U e o1 o0 er " aom
was still negative and that in view of the tension in the

— flati
labour market and the economy, it needed to be higher. o 25: _ ;&Z;r et trget

Near-term monetary policy decisions would depend on

. . L. ) . i 1. Monthly averages.
deVeIOpments In economic aCthlty, |nﬂa.t|0n, and infla- Source: Central Bank of Iceland.
tion expectations. In view of this, decisions taken at the

Monetary Policy Committee Report to Parliament



corporate level, in the labour market, and in public sector
finances would be a major determinant of developments
in interest rates in the coming term.

On behalf of the Central Bank of Iceland
Monetary Policy Committee,

Asgeir Jénsson

Governor of the Central Bank of Iceland

and Chair of the Monetary Policy Committee
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No. 16/2022
24 August 2022

Statement of the Monetary Policy Committee
24 August 2022

The Monetary Policy Committee (MPC) of the Central Bank of Iceland
has decided to raise the Bank’s interest rates by 0.75 percentage points.
The Bank’s key interest rate — the rate on seven-day term deposits — will
therefore be 5.5%.

According to the updated macroeconomic forecast, published in the
August Monetary Bulletin, GDP growth looks set to measure nearly 6%
this year, some 1.3 percentage points above the May forecast, owing
mainly to more robust private consumption growth and a more rapid
rebound in tourism than was projected then. Job numbers continue to
rise and unemployment to fall, and a wider positive output gap has
developed in the domestic economy than was estimated in May.

The inflation outlook has continued to deteriorate. Inflation rose to 9.9%
in July and is forecast to peak at nearly 11% late this year. The bleaker
inflation outlook reflects stronger economic activity than was forecast
in May, as well as more persistent house price inflation and higher
global inflation. In addition, inflation expectations have risen even
further by most measures.

The MPC considers it likely that the monetary stance will have to be
tightened even further so as to ensure that inflation eases back to target
within an acceptable time frame. Near-term monetary policy decisions
will depend on developments in economic activity, inflation, and
inflation expectations. Decisions taken at the corporate level, in the
labour market, and in public sector finances will be a major determinant
of how high interest rates must rise.
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No. 20/2022
5 October 2022

Statement of the Monetary Policy Committee
5 October 2022

The Monetary Policy Committee (MPC) of the Central Bank of Iceland
has decided to raise the Bank’s interest rates by 0.25 percentage points.
The Bank’s key interest rate — the rate on seven-day term deposits — will
therefore be 5.75%.

Indicators suggest that recent interest rate hikes have slowed overall
demand growth and housing market activity. Headline inflation
measured 9.3% in September and has fallen by 0.6 percentage points
since the MPC’s August meeting. Underlying inflation rose between
meetings, however. There are also signs that inflation expectations have
begun to decline again, although they are still above the Bank’s inflation
target.

According to preliminary national accounts data, GDP growth measured
6.8% in H1/2022. Demand appears to have been strong in Q3, although
the outlook is for a slowdown as the winter advances. Furthermore,
recent indicators from the labour market suggest that the output gap in
the domestic economy has peaked. Moreover, the global economic
outlook has deteriorated and uncertainty has grown, which could cause
domestic demand to ease more quickly than previously assumed.

The MPC will continue to ensure that the monetary stance is tight
enough to bring inflation back to target within an acceptable time frame.
Near-term monetary policy decisions will depend on developments in
economic activity, inflation, and inflation expectations. Decisions taken
at the corporate level, in the labour market, and in public sector finances
will be a major determinant of developments in interest rates in the
coming term.
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No. 21/2022
23 November 2022

Statement of the Monetary Policy Committee
23 November 2022

The Monetary Policy Committee (MPC) of the Central Bank of Iceland
has decided to raise the Bank’s interest rates by 0.25 percentage points.

The Bank’s key interest rate — the rate on seven-day term deposits — will
therefore be 6%.

Inflation picked up again slightly in October, to 9.4%. Price increases
are widespread, and underlying inflation has continued to rise. Inflation
1s expected to average 9.4% in Q4/2022 and then begin to ease
gradually, measuring about 4'2% in Q4/2023.

The krona has depreciated since the MPC’s October meeting, and the
long-term breakeven inflation rate in the bond market has risen
somewhat. Furthermore, indicators imply that inflation expectations
have become less firmly anchored to the target, and it could therefore
take longer than it would otherwise to bring inflation back to target.

According to the Central Bank’s new macroeconomic forecast, GDP
growth is projected to measure 5.6% in 2022. The outlook for 2023 has
improved, and growth is now projected at 2.8%, up from the August
forecast of 1.9%. This is due to the prospect of more rapid growth of
domestic demand than was previously assumed. The labour market is
still quite tight, although tension has eased somewhat.

The MPC will continue to ensure that the monetary stance is tight
enough to bring inflation back to target within an acceptable time frame.
Near-term monetary policy decisions will depend on developments in
economic activity, inflation, and inflation expectations. Decisions taken
at the corporate level, in the labour market, and in public sector finances
will be a major determinant of developments in interest rates in the
coming term.
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
August 2022 (110th meeting)
Published: 7 September 2022

The Act on the Central Bank of Iceland states that decisions on the application of the Bank’s
monetary policy instruments shall be taken by the Monetary Policy Committee (MPC). It also
states that the minutes of MPC meetings shall be made public and an account given of the
Committee’s decisions and the premises on which they are based. On the basis of this statutory
authority, the MPC publishes the minutes of each meeting two weeks after the announcement
of each decision. The minutes also include information on individual members’ votes.

The following are the minutes of the MPC meeting held on 22 and 23 August 2022, during which
the Committee discussed economic and financial market developments, decisions on the
application of the Bank’s monetary policy instruments, and the communication of those
decisions on 24 August.

| Economic and monetary developments

Before discussing monetary policy decisions, members discussed the domestic financial
markets, financial stability, the outlook for the global economy and Iceland’s international
trade, the domestic economy, and inflation, with emphasis on information that had emerged
since the Committee’s last meeting, on 22 June 2022, as published in the updated forecast in
Monetary Bulletin 2022/3 on 24 August.

Financial markets

Since the June meeting, the kréna had depreciated by 2.8% in trade-weighted terms. The
Central Bank conducted no transactions in the market during the period.

In terms of the Central Bank’s real rate, the monetary stance had eased since the June meeting.
In terms of the average of various measures of inflation and inflation expectations, the Bank’s
real rate was -2.3%, or 0.5 percentage points lower than just after the announcement of the
June interest rate decision. In terms of twelve-month inflation, it was -4.7% and had fallen by 2
percentage points over the same period.

Interest rates on unsecured overnight loans (the Icelandic krona overnight rate, or IKON) and
rates in the interbank market for krénur rose in line with the increase in the key rate in June,
but there had been no turnover in the market since the MPC’s last meeting. Yields on long-term
nominal Treasury bonds had fallen by up to 0.3 percentage points since the June meeting,
whereas vyields on long-term indexed Treasury bonds were more or less unchanged.
Furthermore, average non-indexed mortgage lending rates had risen following the rise in the
key rate in June, whereas average indexed mortgage rates had fallen marginally.

In terms of three-month interbank rates, the short-term interest rate differential was virtually
unchanged versus the euro area, at 5.1 percentage points, whereas it narrowed versus the US
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by 0.3 percentage points, to 2.6 percentage points. The long-term interest rate differential
versus Germany had widened by 0.4 percentage points between meetings, to 4.4 percentage
points, and the spread versus the US had widened by 0.2 percentage points, to 2.7 percentage
points. Measures of the risk premium on the Treasury’s foreign obligations had risen marginally
between meetings. The CDS spread on the Treasury’s five-year US dollar obligations was 0.5%,
and the spread between the Treasury’s eurobonds and comparable bonds issued by Germany
was 1.4-1.5 percentage points.

According to the Central Bank’s quarterly market expectations survey, conducted in August,
respondents expected the Bank’s key rate to be raised to 5.5% in Q3/2022, then increase still
further in Q4 and measure 6% in Q1/2023. Thereafter, they expected interest rates to be
lowered again, to 5.5% one year ahead and 4.5% two years ahead. This is a higher interest rate
than market agents expected at the time of the April survey. Participants’ responses on the
monetary stance changed somewhat: and 67% considered the current stance too loose, down
from 79% in April. On the other hand, the share who considered it appropriate rose to 29%,
from 17% in the previous survey. Just over 4% of respondents in the August survey — the same
as in the April survey — considered the monetary stance too tight.

Financial institutions’ analysts expected the MPC to raise the Bank’s interest rates by 0.75
percentage points, citing the continued rise in inflation since the previous MPC meeting and the
persistent increase in house prices. Furthermore, real interest rates were negative, and short-
term inflation expectations had risen. Analysts also noted that economic activity was strong at
present, and a significant labour shortage had developed in some sectors. The economic
outlook abroad had deteriorated in the recent term, however, and the impact of the Bank’s
recent interest rate hikes and tightening of macroprudential tools had yet to come to the fore.

Annual growth in M3 has eased marginally in 2022 to date and measured just over 10% in June.
At the same time, annual growth in credit system lending to households is estimated at 10%,
roughly the same as in recent months. Annual growth in corporate lending has gained pace over
the course of the year, measuring just over 6% in June.

The Nasdaq Iceland OMXI10 index rose by 8.7% between meetings but was down 15.5% year-
on-year in the first seven months of 2022. Turnover in the Main Market totalled 634 b.kr. in the
first seven months of the year, or just under 12% more than over the same period in 2021.

Global economy and external trade

According to the International Monetary Fund’s (IMF) July forecast, global GDP growth is
projected to measure 3.2% in 2022, or 0.4 percentage points less than in the Fund’s April
forecast. For 2023, growth is projected at 2.9%, or 0.7 percentage points below the April
forecast. The bleaker global economic outlook is due largely to a poorer outlook for the US and
China. The GDP growth outlook for the euro area has also deteriorated markedly because of
the negative impact of the war in Ukraine, particularly for 2023. The global inflation outlook has
also worsened further, in the IMF’s opinion, owing to higher food and energy prices, and to the
effects of persistent supply-demand imbalances in the global economy. Among advanced
economies, inflation is forecast at 6.6%, or 0.9 percentage points above the April forecast. For
2023 it is forecast at 3.3%, or 0.8 percentage points above the April forecast.

According to preliminary figures from Statistics Iceland, the deficit on goods trade measured
just over 10 b.kr. in June and 72 b.kr. in the first six months of 2022, as compared with a deficit
of 77 b.kr. at constant exchange rates over the same period in 2021. The deficit excluding ships
and aircraft was smaller, or 51 b.kr., which is similar to the deficit for the same period in 2021.
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Goods export values increased by 48% during the first six months of the year, with all key
categories contributing to the rise except for agricultural products, whose export value
contracted year-on-year. As before, the strongest impact was from industrial goods exports,
aluminium products in particular, which rose markedly in price. At the same time, imported
goods values rose by 37% year-on-year, or by 42% excluding ships and aircraft, with all key
categories contributing to the rise, particularly fuels and lubricants.

Global aluminium prices fell by 3% between meetings, to around 2,400 US dollars per tonne.
This is about 13% lower than at the beginning of 2022 and 7% lower than in August 2021.
Preliminary figures from Statistics Iceland indicate that foreign currency prices of marine
products had risen 3% month-on-month in June and 21% over the first six months of 2022. The
global price of Brent crude fell by 13% between MPC meetings, to 100 US dollars per barrel by
the time of the August meeting. This is 27% higher than at the beginning of 2022, however, and
just under 50% above the August 2021 price. Various other commodity prices have also fallen
in global markets since the last MPC meeting, and overall they are similar to those seen in late
2021. The price of natural gas has risen sharply since the June meeting, however, particularly in
Europe, as a result of further cutbacks in gas flows from Russia. Uncertainty about supplies for
the coming winter has increased. Natural gas prices in Europe have more than doubled since
June and increased more than six-fold since August 2021.

The real exchange rate in terms of relative consumer prices fell by 0.4% month-on-month in
July, when it was 9.1% above its 25-year average but 0.5% lower than in December 2019. It rose
by 4.1% year-on-year in the first seven months of 2022, as the nominal exchange rate rose by
4.2%, while inflation in Iceland was broadly in line with the trading partner average.

Domestic economy and inflation

According to the Statistics Iceland labour force survey (LFS), job numbers rose 8.3% year-on-
year in Q2/2022, and average hours worked increased between years for the first time since
2019. Total hours worked therefore rose by 9.1% year-on-year, the steepest increase in the
history of the survey. According to seasonally adjusted LFS results, the labour participation rate
fell by 0.7 percentage points between quarters, while the employment rate held unchanged.
Unemployment fell by 0.7 percentage points between quarters, to 3.3%. The seasonally
adjusted unemployment rate according to the Directorate of Labour was 3.7% in Q2.
Unemployment has therefore fallen rapidly from its 2021 peak and is now broadly as it was in
2019. According to the LFS, the slack in the labour market has narrowed concurrent with
declining unemployment and is now roughly as it was in late 2018.

Iceland’s population grew by 2.6% year-on-year in Q2/2022. Net inward migration was positive
by 3,600, including 3,510 foreign nationals, or 1.3% of the population aged 16-74. This is roughly
equal to the peak percentage from Q2/2017.

The general wage index rose by 8.4% year-on-year in Q2, and the annual increase was 1.1
percentage points larger compared to Q1, as the GDP growth supplement provided for in wage
agreements was activated in April. Real wages in terms of the index were 0.4% higher during
the quarter than at the same time in 2021, whereas in July they declined by 1.7% year-on-year.

Key indicators of developments in private consumption in Q2 suggest that it remained strong.
It is estimated to have grown by 14% year-on-year during the quarter. A major contributor was
the surge in Icelanders’ overseas travel this spring and summer, although consumption
spending within Iceland also continued to grow strongly. Households are now more pessimistic
about the economic outlook than they were earlier in the year.
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Statistics Iceland’s nationwide house price index, published at the end of July, rose 2.7% month-
on-month when adjusted for seasonality and by 24.9% year-on-year. The capital area house
price index, calculated by Registers Iceland, rose by 1.4% month-on-month in July when
adjusted for seasonality, and by 25.5% year-on-year. The number of purchase agreements
registered nationwide fell by 29.6% year-on-year in the first seven months of 2022, and the
number of contracts for new construction declined by 30.8% over the same period. The average
time-to-sale in the capital area was 1.7 months in July, considerably more than the July 2021
figure of 1.1 months, and the number of homes for sale has increased markedly in recent
months.

The CPI rose by 1.17% month-on-month in July, and twelve-month inflation increased to 9.9%.
Inflation excluding housing rose as well, to 7.5%. Underlying inflation measured 6.5%, according
to the average of various measures.

Private services prices rose sharply in July, particularly because of a surge in airfares, and
measured 8.5% higher than in July 2021. Owner-occupied housing costs, which rose by over
22% year-on-year, were another major factor, as they have been in the recent past. The price
of clothing, shoes, and furniture declined because of summer sales, which had a stronger impact
than in the previous two years. In addition, the rise in food and petrol prices lost momentum.

According to the Central Bank’s market expectations survey, carried out in early August, their
inflation expectations rose; they expect inflation to measure 4% two years ahead and then on
average 3.8% over the next five years and 3.5% over the next ten. Market agents’ long-term
inflation expectations have therefore continued to rise. On the other hand, the five- and ten-
year breakeven inflation rate in the bond market has fallen since June, while the five-year
breakeven rate five years ahead was broadly unchanged at 3.6% in mid-August.

According to the updated forecast published in Monetary Bulletin on 24 August, the inflation
outlook has deteriorated once again. Inflation has risen, measuring 9.9% in July. Although the
surge in the housing component of the CPl and in global oil and commodity prices weighs
heavily, inflation is quite widespread: inflation excluding housing measures 7.5%, and
underlying inflation is 6.5%. Inflation expectations have also continued to rise by most
measures. Inflation is forecast to move still higher, to 10.8% in Q4, and then subside gradually.

Global GDP growth has slowed since mid-2021, and pessimism about the economic outlook has
increased since the Bank’s last forecast, despite the recent decline in oil and commodity prices
and reduced strain on global supply chains. Inflation has continued to rise worldwide, and the
outlook for 2022 and 2023 is for weaker GDP growth among trading partners than was assumed
in the May Monetary Bulletin.

In spite of the bleaker global outlook, Iceland’s GDP growth prospects have improved since the
May forecast. There are signs of continued strong private consumption in Q2, and it appears
that households have drawn down their savings faster than was assumed in the Bank’s last
forecast. Furthermore, tourist visits to Iceland increased more rapidly this summer than
previously forecast, and domestic firms appear to have been more successful in resolving the
supply chain problems that developed in the wake of the war in Ukraine. GDP growth is
projected at 5.9% this year, some 1.3 percentage points above the May forecast. As in May,
GDP growth is projected to measure around 2% per year in 2023 and 2024.

There is still considerable uncertainty about the effects of the war in Ukraine. It is difficult to
predict how deep and protracted these effects will be, and the outlook could deteriorate even
more if natural gas imports from Russia to Europe are shut off. Furthermore, household
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sentiment in Iceland and abroad has deteriorated, and it is difficult to assess the extent to which
increased pessimism will affect consumers’ spending decisions later this year and into 2023.

Il Decisions on the Bank’s monetary policy instruments

The MPC discussed the monetary stance in view of economic developments and the decline in
the Bank’s real rate since the June meeting. Members discussed whether the monetary stance
was appropriate in view of the inflation outlook, as the Committee had decided in June to raise
interest rates still further. At that time, there were signs that domestic economic activity would
remain strong, but on the other hand, sentiment among both households and businesses had
deteriorated. Furthermore, inflation had continued to rise, and inflation expectations had
increased by most measures.

Committee members noted that, according to the updated macroeconomic forecast, published
in the August Monetary Bulletin, GDP growth looks set to measure nearly 6% this year, some
1.3 percentage points above the May forecast, owing mainly to more robust private
consumption growth and a more rapid rebound in tourism than was projected then. It emerged
that job numbers had continued to rise and unemployment to fall, and a wider positive output
gap had developed in the domestic economy than was estimated in May.

The MPC noted that the inflation outlook had continued to deteriorate and that inflation had
risen to 9.9% in July. It emerged that inflation was forecast to peak at nearly 11% late this year.
The bleaker inflation outlook reflected stronger economic activity than was forecast in May, as
well as more persistent house price inflation and higher global inflation. In addition, inflation
expectations had risen even further by most measures.

All members agreed that the Bank’s key rate should be raised further, and they discussed rate
increases ranging from 0.5-1 percentage point. An important factor was that domestic demand
had proven stronger than the MPC had anticipated, and there was clearly considerable
momentum in the economy. There were signs that private consumption had grown significantly
more than the Committee had assumed, and it appeared that households were drawing down
their savings more quickly than previously estimated. By the same token, the tourism industry
was recovering more rapidly than previously expected. In the MPC’s opinion, this could be seen
in, among other things, a significant tightening of the labour market by all measures. The
inflation outlook had therefore continued to deteriorate. In the Committee’s opinion, the
continued rise in inflation expectations was also cause for concern, as it could exacerbate the
risk that companies, prompted by strong demand and recent wage and input cost increases,
would pass these costs through to prices to a greater extent.

The MPC’s main arguments in favour of taking a smaller step were that the rapid increase in the
key rate in the recent term had begun to have an effect, including on the housing market, and
that the full impact had not yet come to the fore. In addition, steep cost of living increases and
the prospect of reduced purchasing power could cause a reversal of the economic outlook.
Furthermore, the global economic outlook had continued to worsen between meetings, which
could affect Iceland’s exports, and in many countries households’ and businesses’ had never
been as pessimistic about the economic outlook. Moreover, global oil and commodity prices
had fallen in the recent term, reducing inflationary pressures. The arguments in favour of taking
a larger step were that it was vital to give increased weight to how rapidly pressures in the
labour market had grown, and there were clear signs of overheating in the economy. It was
pointed out that if the monetary stance were not tightened fast enough, high inflation would
be more likely to become entrenched and it would be more difficult to bring it back to target.

Monetary Policy Committee Report to Parliament

19



In view of the discussion, the Governor proposed that the Bank’s interest rates be raised by
0.75 percentage points. The Bank’s key rate (the seven-day term deposit rate) would be 5.5%,
the current account rate 5.25%, the seven-day collateralised lending rate 6.25%, and the
overnight lending rate 7.25%. All members voted in favour of the Governor’s proposal, although
Gylfi Zoéga would have preferred to raise rates by 1 percentage point.

The MPC discussed that it was likely that the monetary stance would have to be tightened even
further so as to ensure that inflation eases back to target within an acceptable time frame.
Near-term monetary policy decisions would depend on developments in economic activity,
inflation, and inflation expectations. Decisions taken at the corporate level, in the labour
market, and in public sector finances would be a major determinant of how high interest rates
must rise.

The following Committee members were in attendance:

Asgeir Jonsson, Governor and Chair of the Monetary Policy Committee
Rannveig Sigurdardéttir, Deputy Governor for Monetary Policy
Gunnar Jakobsson, Deputy Governor for Financial Stability

Gylfi Zoéga, Professor, external member

Herdis Steingrimsdottir, Associate Professor, external member

Thérarinn G. Pétursson, Chief Economist of the Central Bank, was present for the entire
meeting. In addition, several Bank staff members attended part of the meeting.

Karen A. Vignisdéttir wrote the minutes.

The next Statement of the Monetary Policy Committee will be published on Wednesday 5
October 2022.
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
October 2022 (111th meeting)
Published: 19 October 2022

The Act on the Central Bank of Iceland states that decisions on the application of the Bank’s
monetary policy instruments shall be taken by the Monetary Policy Committee (MPC). It also
states that the minutes of MPC meetings shall be made public and an account given of the
Committee’s decisions and the premises on which they are based. On the basis of this statutory
authority, the MPC publishes the minutes of each meeting two weeks after the announcement
of each decision. The minutes also include information on individual members’ votes.

The following are the minutes of the MPC meeting held on 3 and 4 October 2022, during which
the Committee discussed economic and financial market developments, decisions on the
application of the Bank’s monetary policy instruments, and the communication of those
decisions on 5 October.

| Economic and monetary developments

Before turning to monetary policy decisions, members discussed the domestic financial
markets, financial stability, the outlook for the global economy and Iceland’s international
trade, the domestic economy, and inflation, with emphasis on information that has emerged
since the Committee’s last meeting, on 24 August 2022.

Financial markets

Since the August meeting, the kréona had remained unchanged in trade-weighted terms.
Between meetings, the Bank sold foreign currency for 42 million euros (5.9 b.kr.). The Bank’s
transactions during the period accounted for 13% of total turnover in the foreign exchange
market.

In terms of the Central Bank’s real rate, the monetary stance had tightened since the August
meeting. In terms of the average of various measures of inflation and inflation expectations,
the Bank’s real rate was -1.2%, or 0.3 percentage points higher than just after the
announcement of the August interest rate decision. In terms of twelve-month inflation,
however, it was -3.5% and had risen by 0.5 percentage points over the same period.

Interest rates on unsecured overnight loans (the Icelandic kréna overnight rate, or IKON) and
rates in the interbank market for krénur rose in line with the increase in the key rate in August,
but there had been no turnover in the market since the MPC’s last meeting. Yields on long-term
nominal Treasury bonds had risen by 0.1 percentage points since the August meeting, and yields
on long-term indexed Treasury bonds had risen by up to 0.6 percentage points. Furthermore,
average non-indexed mortgage lending rates had risen following the rise in the key rate in
August, and average indexed mortgage rates had risen marginally.
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In terms of three-month interbank rates, the interest rate differential was virtually unchanged
between meetings, at 5.1 percentage points versus the euro area and 2.6 percentage points
versus the US. The long-term interest rate differential versus Germany had narrowed by 0.5
percentage points between meetings, to 3.9 percentage points, and the spread versus the US
had narrowed to 2.2 percentage points. Measures of the risk premium on the Treasury’s foreign
obligations had risen between meetings. The CDS spread on the Treasury’s five-year US dollar
obligations was 0.7%, and the spread between the Treasury’s eurobonds and comparable bonds
issued by Germany was 1.6 percentage points.

Financial institutions’ analysts expected the MPC to raise the Bank’s interest rates by 0.25-0.5
percentage points, citing that inflation had most likely peaked, the inflation outlook had
improved, and inflation expectations had declined since the last interest rate decision. Real
estate prices had turned around sharply, and the global economic outlook had generally
worsened. Analysts mentioned, however, that there were significant signs of overheating in the
economy, the labour market was still characterised by labour shortages, and inflation
expectations were above the Central Bank’s inflation target.

Annual growth in M3 has eased slightly over the course of the year, measuring just above 8%%
in August. At the same time, annual growth in credit system lending to households is estimated
at 10%, roughly the same as in 2022 to date. Annual growth in corporate lending has gained
pace somewhat over the course of the year, measuring just over 7% in August.

The Nasdag OMXI10 index had fallen by 11.9% between meetings. Turnover in the Main Market
totalled 808 b.kr. in the first nine months of 2022, some 6% more than over the same period in
2021.

Global economy and external trade

According to the Organisation for Economic Cooperation and Development’s (OECD)
September forecast, the global economy is set to grow by 3% this year, the same as in the June
forecast. For 2023, growth is projected at 2.2%, or 0.6 percentage points below the June
forecast. The inflation outlook has also deteriorated, with inflation in OECD countries forecast
at 8.2% this year and 6.6% in 2023. This is 0.6 and 0.3 percentage points, respectively, above
the June forecast. The worsening global economic outlook is largely attributable to the
repercussions of the war in Ukraine, particularly the rise in energy and food prices that has
pushed inflation upwards worldwide. Shrinking household purchasing power and increased
pessimism, together with rising energy prices — particularly natural gas prices in Europe — are
expected to have a dampening effect on both private consumption and investment worldwide.
The tighter monetary stance in most of the world’s largest economies, in response to the
deterioration of the inflation outlook over the past year, is also a key factor in weaker global
economic activity. Furthermore, economic activity has slowed markedly in China, owing to the
repercussions of the pandemic and weaknesses in the Chinese real estate market.

According to preliminary figures from Statistics Iceland, the deficit on goods trade measured 12
b.kr. in August and 112 b.kr. in the first eight months of 2022, as compared with a deficit of 117
b.kr. at constant exchange rates over the same period in 2021 (FOB/FOB). Goods export values
increased by 47% over the first eight months of the year, with all categories except agricultural
products contributing to the rise. The strongest impact was from industrial goods exports,
aluminium products in particular, whose prices rose markedly between years. Import values
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increased by 36% over the same period, with all key categories contributing to the rise,
particularly fuels and lubricants.

Global aluminium prices fell by 4% after the MPC’s August meeting, to around 2,300 US dollars
per tonne, which is about 20% below the price at the beginning of October 2021. Preliminary
figures from Statistics Iceland indicate that foreign currency prices of marine products had risen
by 2.6% month-on-month in August and by 22% over the first eight months of the year. The
global price of Brent crude fell by just over 8% between MPC meetings, to 92 US dollars per
barrel by the time of the August meeting. Nevertheless, it is 16% higher than at the beginning
of 2022 and 13% above the early October 2021 price.

The real exchange rate in terms of relative consumer prices fell by 0.9% month-on-month in
August, when it was 8.1% above its 25-year average but 1.4% lower than in December 2019. It
rose by 4% year-on-year in the first eight months of 2022, owing almost entirely to the rise in
the nominal exchange rate, as inflation in Iceland was broadly in line with the trading partner
average.

Domestic economy and inflation

According to preliminary figures published by Statistics Iceland at the end of August, GDP
growth measured 6.1% in Q2, slightly below the forecast in the August Monetary Bulletin. In
seasonally adjusted terms, GDP grew by 3.9% between quarters, after contracting in Q1.
Domestic demand grew by 4.8% year-on-year in Q2, and most components developed in line
with the last forecast, apart from residential investment and the contribution from inventory
changes. The contribution from net trade to changes in GDP was positive by 1 percentage point
during the quarter, slightly more than was assumed in the forecast.

GDP growth measured 6.8% in H1/2021. According to figures from Statistics Iceland, most
components of domestic demand were in line with the Bank’s August forecast, although the
contribution from inventory changes was smaller than projected. Exports were up 23.3% year-
on-year and imports by 24.5%, and the contribution from net trade was therefore negative by
1.4 percentage points. It was slightly less negative than in the Bank’s forecast, owing in part to
a revision of Q1 data.

Key indicators of developments in private consumption in Q3 suggest continued strong
demand. Year-on-year growth in payment card turnover was still robust, although it had slowed
somewhat. Nevertheless, households are still relatively pessimistic, according to the Gallup
Consumer Confidence Index, which measured just under 100 points in September, indicating
that consumers are optimistic and pessimistic in roughly equal numbers.

According to the fiscal budget proposal for 2023, the Treasury is expected to show a deficit of
89 b.kr., or 2.3% of GDP, which represents an improvement of nearly 53 b.kr. between years.
This is a smaller deficit than was assumed in the fiscal plan introduced this past summer, mainly
because of stronger economic activity, which is expected to deliver increased revenues in 2023,
and because of measures on the revenues side that will pull in the same direction. Furthermore,
the Treasury primary balance is projected to be negative by 0.7% of GDP in 2023. Expenditure
growth according to the budget proposal is less than the increase in revenues and the projected
increase in GDP; therefore, expenditures will decline as a share of GDP during the year. After
significant fiscal easing during the pandemic, the fiscal stance tightened markedly in 2022,
owing to the expiry of the Government’s discretionary pandemic response measures, and is
expected to tighten further in 2023.
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According to the results of Gallup’s autumn survey, conducted in August and September among
Iceland’s 400 largest firms, respondents’ assessment of the current economic situation was
somewhat more negative than in the summer survey. Their expectations six months ahead
were also more negative, as nearly 41% of executives expected the economic situation to
deteriorate in six months’ time, a somewhat larger share than in the summer. About one-fourth
of executives expected economic conditions to improve in the next six months. Executives were
also somewhat more pessimistic about both domestic and foreign demand than in the summer
survey, particularly those in transport, transit, and tourism.

Prospects for firms’ performance had worsened since the spring survey, but about a third of
executives expected to record larger profits in 2022 than in 2021. A majority of survey
respondents reported increased margins in the past six months, while about half of them
expected their margins to remain unchanged in the next six months and 28% expected them to
increase. Prospects for investment also deteriorated slightly between surveys, although the
outlook was still for stronger investment in 2022 than in 2021.

The seasonally adjusted results of Gallup’s autumn survey showed that labour demand was still
strong, although it had contracted marginally between surveys. One-third of firms were
planning to add on staff, while just under 7% were planning to downsize. The balance of opinion
was therefore positive by 27 percentage points, whereas it has been close to 30 percentage
points since the spring 2021 survey. Firms are still faced with significant staffing problems and
have difficulty increasing production. About 54% of executives considered themselves short-
staffed, the same as in the previous survey. In addition, somewhat fewer executives reported
difficulty responding to an unexpected increase in demand than in the previous survey, or 56%.
Problems relating to staffing and boosting production were most pronounced in construction,
wholesale and retail trade, and transport, transit, and tourism.

The wage index rose by 0.2% month-on-month in August and by 8% year-on-year. Real wages
were 1.6% lower than at the same time in 2021.

Statistics Iceland’s nationwide house price index, published at the end of September, was
virtually unchanged when adjusted for seasonality but rose by 22.6% year-on-year. The capital
area house price index, calculated by the Housing and Construction Authority (HMS), fell by
0.4% month-on-month in August when adjusted for seasonality, but rose by 23% year-on-year.
The number of purchase agreements registered nationwide fell by 28.1% year-on-year in the
first eight months of 2022, while the number of contracts for new construction declined by
26.4% over the same period. The average time-to-sale in the capital area was 1.8 months in
August, considerably more than the August 2021 figure of 1.1 months, as the number of homes
for sale has increased markedly in recent months.

The consumer price index (CPI) rose by 0.09% month-on-month in September, lowering twelve-
month inflation for the second month in a row, to 9.3%. Inflation excluding housing declined as
well, to 7%. Underlying inflation was 6.7%, according to the average of various measures, and
has increased since the MPC’s August meeting.

Reduced airfares and higher prices for clothing, furniture, and housewares (owing to the end of
seasonal sales) had the strongest impact in September. Fuel prices also fell somewhat. The cost
of owner-occupied housing was unchanged between months and just over a fifth higher than
at the same time in 2021. The price of food and various subcomponents of services continued
to rise in September.

Businesses’ inflation expectations one and two years ahead declined, according to Gallup’s
autumn survey, and executives now expect inflation to measure 4.5% in two years’ time.
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Households’ two-year inflation expectations rose, however, to 6%. On the other hand, both
households’ and businesses’ long-term inflation expectations were unchanged between
surveys: households expect inflation to average 5% over the next five years, and businesses
expect it to average 4%. The breakeven inflation rate in the bond market has declined since
August, and the five-year breakeven rate five years ahead was roughly 3.3% at the beginning of
October.

Il Decisions on the Bank’s monetary policy instruments

The MPC discussed the monetary stance in view of economic developments and the fact that
the Bank’s real rate had risen since the August meeting. Members discussed whether the
monetary stance was appropriate in view of the inflation outlook, as the Committee had
decided in August to raise interest rates still further. At that time, the outlook had been for
stronger GDP growth in 2022 than previously forecast, and a wider positive output gap had
developed in the economy. The inflation outlook had continued to deteriorate, and inflation
expectations had risen by most measures.

MPC members agreed that clearer indications had emerged between meetings to suggest that
the recent interest rate hikes had slowed overall demand growth and housing market activity.
Headline inflation measured 9.3% in September and had fallen by 0.6 percentage points since
the MPC’s August meeting. It emerged, however, that underlying inflation had risen between
meetings, possibly indicating that inflationary pressures were still underestimated. There were
signs that inflation expectations had begun to decline again, although they were still above the
Bank’s inflation target.

The MPC discussed preliminary national accounts data, which showed that GDP growth
measured 6.8% in H1/2022. It emerged that demand appeared to have been strong in Q3,
although the outlook was for a slowdown as the winter advanced. Committee members
discussed recent indicators from the labour market, which suggested that the positive output
gap in the domestic economy had peaked. Moreover, the global economic outlook had
deteriorated and uncertainty had grown, which could cause domestic demand to ease more
quickly than had previously been assumed.

MPC members were of the opinion that there were grounds to either hold the key rate
unchanged or to raise it by 0.25-0.5 percentage points. The main arguments in favour of keeping
the key rate unchanged were that inflation had proven lower than expected recently and the
short-term inflation outlook had improved. In addition, inflation expectations had fallen by
some measures. The Bank’s real rate had therefore risen between meetings and looked set to
rise further if inflation continued to fall. Members agreed that there were now clear signs that
the Bank’s actions had begun to affect demand, as housing market activity and house price
inflation had begun to ease. Tensions in the labour market also appeared to have eased in the
recent term. Furthermore, private consumption growth could be expected to lose pace, all else
being equal, as real wages had begun to contract. Moreover, the global economic outlook was
worse than expected, particularly in view of the rising cost of living in Europe and the troubled
outlook for energy supply. In the Committee’s opinion, this could have a negative impact on the
outlook for Iceland’s exports.

The arguments in favour of raising interest rates were that inflation remained far above the
target even though it had eased between meetings, and underlying inflation had risen. Long-
term inflation expectations were above target as well, and the inflation outlook in trading
partner countries had deteriorated. By the same token, the risk of second-round effects on
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domestic inflation would increase if firms passed higher input costs through to domestic prices.
Annual wage inflation had also been strong for some time, and in the MPC’s opinion, the labour
market was still tight and domestic demand strong. It was pointed out that as a result, the
monetary stance was not tight enough given the business cycle position and the positive output
gap, as the Bank’s real rate was still negative and below its equilibrium level. It was important
to avoid easing the policy stance too soon, as this could make bringing inflation down costlier
than it would be otherwise.

In view of the discussion, the Governor proposed that the Bank’s interest rates be raised by
0.25 percentage points. The Bank’s key rate (the seven-day term deposit rate) would be 5.75%,
the current account rate 5.5%, the seven-day collateralised lending rate 6.5%, and the overnight
lending rate 7.5%. All Committee members voted in favour of the proposal.

Members agreed that it was vital to ensure that the monetary stance was tight enough to bring
inflation back to target within an acceptable time frame. Near-term monetary policy decisions
would depend on developments in economic activity, inflation, and inflation expectations.
Decisions taken at the corporate level, in the labour market, and in public sector finances would
be a major determinant of developments in interest rates in the coming term.

The following Committee members were in attendance:

Asgeir Jénsson, Governor and Chair of the Monetary Policy Committee
Rannveig Sigurdardéttir, Deputy Governor for Monetary Policy
Gunnar Jakobsson, Deputy Governor for Financial Stability

Gylfi Zoéga, Professor, external member

Herdis Steingrimsdottir, Associate Professor, external member

Thérarinn G. Pétursson, Chief Economist of the Central Bank, was present for the entire
meeting. In addition, several Bank staff members attended part of the meeting.

Karen A. Vignisdéttir wrote the minutes.

The next Statement of the Monetary Policy Committee will be published on Wednesday 23
November 2022.
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
November 2022 (112th meeting)
Published: 7 December 2022

The Act on the Central Bank of Iceland states that decisions on the application of the Bank’s
monetary policy instruments shall be taken by the Monetary Policy Committee (MPC). It also
states that the minutes of MPC meetings shall be made public and an account given of the
Committee’s decisions and the premises on which they are based. On the basis of this statutory
authority, the MPC publishes the minutes of each meeting two weeks after the announcement
of each decision. The minutes also include information on individual members’ votes.

The following are the minutes of the MPC meeting held on 21 and 22 November 2022, during
which the Committee discussed economic and financial market developments, decisions on the
application of the Bank’s monetary policy instruments, and the communication of those
decisions on 23 November.

| Economic and monetary developments

Before discussing monetary policy decisions, members discussed the domestic financial
markets, financial stability, the outlook for the global economy and Iceland’s international
trade, the domestic economy, and inflation, with emphasis on information that has emerged
since the Committee’s last meeting, on 5 October 2022, as published in the new forecast and
analysis of uncertainties in Monetary Bulletin 2022/4 on 23 November.

Financial markets

Since the October meeting, the krona had depreciated by 1.9% in trade-weighted terms.
Between meetings, the Bank sold foreign currency for 33 million euros (4.9 b.kr.). The Bank’s
transactions during the period accounted for 8% of total turnover in the foreign exchange
market.

In terms of the Central Bank’s real rate, the monetary stance was broadly unchanged since the
MPC’s October meeting. In terms of the average of various measures of inflation and inflation
expectations, the Bank’s real rate was -0.4%, or 0.1 percentage points higher than just after the
announcement of the October interest rate decision. In terms of twelve-month inflation, it was
-3.3% and had fallen by 0.1 percentage points over the same period.

Interest rates on unsecured overnight loans (the Icelandic kréna overnight rate, or IKON) and
rates in the interbank market for krénur rose in line with the increase in the key rate in October,
but there had been no turnover in the market since the MPC's last meeting. Yields on long-term
nominal Treasury bonds had risen by as much as 0.9 percentage points since the October
meeting, and yields on long-term indexed Treasury bonds had risen by up to 0.3 percentage
points. Furthermore, average non-indexed mortgage lending rates had risen following the rise
in the key rate in October, and average indexed mortgage rates had risen marginally.
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In terms of three-month interbank rates, the interest rate differential had narrowed against the
euro by 0.6 percentage points between meetings, to 4.6 percentage points, and had narrowed
by 0.8 percentage points against the US dollar, to 1.7 percentage points. The long-term interest
rate differential versus Germany had widened by 0.5 percentage points between meetings, to
4.4 percentage points, whereas the spread versus the US had narrowed by 0.4 percentage
points, to 2.6 percentage points. Measures of the risk premium on the Treasury’s foreign
obligations had fallen between meetings. The CDS spread on the Treasury’s five-year US dollar
obligations was 0.5%, and the spread between the Treasury’s eurobonds and comparable bonds
issued by Germany was 1.4 percentage points.

According to the Central Bank’s quarterly market expectations survey, conducted in November
2022, respondents expected the Bank’s key rate to remain unchanged at 5.75% in the near term
and then be lowered to 5.5% in Q3/2023. They expected it to measure 4.5% in two years’ time.
This is a lower interest rate than market agents expected at the time of the August survey.
Participants’ responses on the monetary stance changed between surveys: 18% considered the
current stance too loose, down from 67% in April. The share who considered the monetary
stance appropriate rose from 29% to 67%. About 15% of respondents considered the monetary
stance too tight, as compared with only 4% in the previous survey.

Financial institutions’ analysts expected the MPC either to hold the Bank’s interest rates
unchanged or to raise them by 0.25 percentage points, citing the recent depreciation of the
kréna, the rise in the breakeven inflation rate in the bond market, and the persistent strength
of the housing market. Furthermore, domestic demand had grown considerably, and the labour
market was tight. They mentioned, however, that the full impact of recent interest rate hikes
had yet to come to the fore, there was considerable uncertainty about wage negotiations, and
the economic outlook abroad had deteriorated further.

Year-on-year growth in M3 declined slightly during the summer but picked up again in October,
measuring around 11%%. At the same time, annual growth in credit system lending to
households is estimated at just under 10%, roughly the same as in 2022 to date. Annual growth
in corporate lending has gained pace over the course of the year, measuring just below 10% in
October.

The Nasdag OMXI10 index had risen by 7.9% between meetings. Turnover in the Main Market
totalled 881 b.kr. in the first ten months of 2022, similar to that in the same period in 2021.

Global economy and external trade

According to the International Monetary Fund’s (IMF) mid-October forecast, global GDP growth
is projected to shrink from 6% in 2021 to 3.2% in 2022. It is expected to contract still further in
2023, to 2.7%. This would be the weakest global output growth rate since 2001, apart from the
contractions that occurred in the wake of the financial crisis and the pandemic. The IMF’'s GDP
growth projection for 2022 is unchanged from its July forecast, whereas its 2023 forecast has
been revised downwards by 0.2 percentage points. Projections for both years were revised
significantly downwards from the April forecast, however, particularly for developed countries.
The bleaker outlook reflects the impact of higher global inflation, poorer financial conditions
alongside expectations of more interest rate hikes by leading central banks, and the adverse
effect of Russia’s invasion of Ukraine on the global economy —and particularly on Europe, owing
to reduced energy supplies from Russia. Furthermore, economic activity in China has slowed
more than expected in the wake of tighter public health measures and weaknesses in the
Chinese real estate market. The global inflation outlook has continued to worsen, according to
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the IMF. Inflation in advanced economies is forecast at 7.2% this year and 4.4% in 2023. These
figures are above the Fund’s July forecast by 0.6 and 1.1 percentage points, respectively.

According to preliminary figures from Statistics Iceland, the deficit on goods trade measured
just over 49 b.kr. in October, the largest single-month deficit recorded to date (FOB/FOB). In
comparison, the goods account deficit in October 2021 was just under 7 b.kr. at constant
exchange rates. This year’s October deficit is due to strong growth in imports, particularly oil
and investment goods, but in addition, goods export values were a full 15% lower than in the
previous month. For the first ten months of the year, the goods account deficit therefore
totalled 196 b.kr., as compared with a deficit of 128 b.kr. at constant exchange rates for the
same period in 2021. The deficit in the first ten months of this year is larger than that recorded
in 2021 as a whole and about the same (at constant exchange rates) as the deficit for 2018 as a
whole. The value of exported goods rose by 41% in the first ten months of the year, with all key
components contributing to the increase. The strongest impact was from industrial goods
exports, particularly aluminium products, whose prices rose markedly in H1. At the same time,
imported goods values rose by 43%, with all key components contributing to the increase. The
main drivers of the increase were petrol and lubricants, which have increased by more than
200% between years.

The global price of aluminium had risen slightly since the MPC’s October meeting, to 2,400 US
dollars per tonne. Nevertheless, this is about 11% lower than in November 2021. Preliminary
figures from Statistics Iceland indicate that foreign currency prices of marine products rose by
4.5% quarter-on-quarter in Q3/2022 and by 22% year-on-year in the first nine months of 2022.
The global price of Brent crude rose by 4% between MPC meetings, to 88 US dollars per barrel
at the time of the November meeting. It is just over 10% higher, however, than at the beginning
of 2022 and in November 2021.

The real exchange rate in terms of relative consumer prices fell by 1.1% month-on-month in
October, when it was 7.5% above its 25-year average but 2.8% lower than in December 2019.
It rose by 4.1% year-on-year in the first ten months of 2022, owing almost entirely to the rise in
the nominal exchange rate, as inflation in Iceland was broadly in line with the trading partner
average.

Domestic economy and inflation

According to the Statistics Iceland labour force survey (LFS), total hours worked were 3.2%
higher in Q3/2022 than in the same quarter of 2021. Job growth measured 3.7% but was offset
by a 0.4% reduction in average hours worked. Although job numbers are still rising between
years, the pace of growth has eased in recent months, and in seasonally adjusted terms, job
numbers actually declined slightly between quarters in Q3. The number of employees on the
pay-as-you-earn (PAYE) register is now growing more slowly, and it remained flat between
quarters in Q3.

Seasonally adjusted LFS data for Q3 suggest that the labour participation rate has begun to fall
again. It measured 79.3% during the quarter, or 0.7 percentage points lower than in Q2. The
employment rate fell by a slightly larger margin. Unemployment therefore rose by 0.5
percentage points between quarters, to 4%. Registered unemployment was unchanged
guarter-on-quarter, however, at a seasonally adjusted 3.7% in Q3. Nevertheless, it continued
to fall in October, to 3.3%.
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Iceland’s population grew by 2.8% year-on-year in Q3, and net migration of foreign nationals
was positive by 3,410 during the quarter. This comes on top of more than 3,500 foreign
nationals who migrated to Iceland in Q2, in the largest single-quarter influx in the history of
Statistics Iceland’s quarterly population data.

The general wage index rose by 0.4% between quarters in Q3, and by 8.1% year-on-year. Real
wages were 1.4% lower in Q3 than in the same quarter of 2021.

Key indicators of developments in private consumption imply a slower growth rate in H2, as it
is likely that to some extent, pent-up desire to travel has been satisfied recently after the
pandemic-era restrictions. The Gallup Consumer Confidence Index suggests, too, that
consumers have grown more pessimistic. The Central Bank’s baseline forecast assumes a
private consumption growth rate of 5.7% year-on-year in Q3, which is similar to the August
forecast. The outlook for private consumption growth in 2022 as a whole is also largely
unchanged since August, at just over 7%.

Statistics Iceland’s nationwide house price index, published at the end of October, rose by 0.4%
month-on-month, after adjusting for seasonality, and by 21.6% year-on-year. The capital area
house price index, calculated by Registers Iceland, rose by 0.6% month-on-month in October
when adjusted for seasonality, and by 21.5% year-on-year. The number of purchase agreements
registered nationwide fell by 28.4% year-on-year in the first ten months of 2022, and the
number of contracts for new construction declined by 26.1% over the same period. The average
time-to-sale in the capital area was 3.3 months in October, considerably more than the October
2021 figure of 1.2 months, as the number of homes for sale has increased significantly in recent
months.

The consumer price index (CPI) rose by 0.67% month-on-month in October, pushing twelve-
month inflation upwards again, to 9.4%. Inflation excluding housing rose as well in October, to
7.2%. Underlying inflation was 6.9%, according to the average of various measures, and has
risen without interruption in the past year. The main drivers of inflation in October were, on
the one hand, owner-occupied housing costs, and on the other, food prices, which have risen
by 9.6% in the past twelve months. The price of furniture and housewares also rose
considerably in October.

According to the Bank’s market expectations survey, respondents’ one-year inflation
expectations have fallen to just over 5%. Their expectations of inflation two years ahead were
unchanged at 4%, however. Survey participants expect inflation to average 3%:% in the next five
and ten years, and overall, their long-term expectations have fallen marginally relative to the
August survey. The breakeven inflation rate in the bond market has risen again in recent
months, however. The five-year breakeven rate five years ahead was around 4% in mid-
November, some 0.8 percentage points higher than at the beginning of October.

According to the forecast published in Monetary Bulletin on 23 November, the short-term
inflation outlook has improved, while the long-term outlook is broadly unchanged. Headline
inflation measured 9.4% in October after ticking upwards month-on-month, but has fallen by
0.5 percentage points from its July 2022 peak. Underlying inflation is high as well, and inflation
has grown ever more widespread, with a majority of CPI subcomponents up sharply in price in
the past year. Inflation has risen less than was forecast in August, however, reflecting a more
rapid shift in the housing market and larger-than-expected declines in petrol prices and airfares
this autumn. Inflation is now projected to measure 9.4% in Q4 and then gradually start easing
at roughly the pace forecast in August.
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Although global GDP growth somewhat outpaced forecasts in H1/2022, indicators imply that it
softened more than projected in H2. The outlook for 2023 has deteriorated as well. The energy
crisis that struck Europe in the wake of Russia’s invasion of Ukraine continues to deepen, and
global inflation has surged. For Iceland’s main trading partners, GDP growth prospects have
therefore deteriorated still further, with year-2023 growth set to be the weakest since 2008,
apart from the pandemic-related contraction in 2020.

Preliminary national accounts data suggest that GDP growth in Iceland measured 6.8% in H1,
somewhat below the Bank’s August forecast. GDP growth for 2022 as a whole is therefore
estimated at 5.6%, or 0.3 percentage points less than previously forecast. The outlook for 2023
has improved, however, and growth is now projected at 2.8%, up from the August forecast of
1.9%. This is due largely to the prospect of more rapid growth in domestic demand, which in
turnis due in part to revised disposable income data indicating that households are better able
to support their expenses than was previously assumed. As in August, GDP growth is expected
to average 2% per year in the latter half of the forecast horizon.

The economic situation is highly uncertain. The war in Ukraine has upended global commodity
markets and thrown trade relationships and supply chains into disarray. It has caused an energy
crisis in Europe, with no end yet in sight. A severe energy shortage could ensue, requiring
widespread energy rationing and causing major economic hardship on the Continent. If this
happens, GDP growth in Iceland will probably be weaker and inflation higher than in the Bank’s
baseline forecast. The inflation outlook could also prove overly optimistic if the current wage
negotiations lead to larger pay rises than are assumed in the baseline. There is also increased
risk of a wage-price spiral, as indicators imply that inflation expectations are less firmly
anchored to the target than before.

Il Decisions on the Bank’s monetary policy instruments

The MPC discussed the monetary stance in view of economic developments and the fact that
the Bank’s real rate was still negative and had remained broadly unchanged since the October
meeting. Members discussed whether the monetary stance was appropriate in view of the
inflation outlook, as the Committee had decided at its October meeting to raise interest rates,
but by a smaller increment than before. At that time, inflation had eased between meetings,
but underlying inflation had continued to rise. Furthermore, demand appeared to have been
strong in Q3.

Committee members discussed the fact that inflation had picked up again slightly in October, to
9.4%. Price increases were widespread, and underlying inflation had continued to rise. It
emerged that inflation was expected to average 9.4% in Q4/2022 and then begin to ease
gradually, measuring about 4%% in Q4/2023. The short-term inflation outlook had therefore
improved relative to the Bank’s August forecast, but not as rapidly as was envisioned at the
October meeting.

The MPC noted that the kréna had depreciated since the October meeting, and the long-term
breakeven inflation rate in the bond market had risen somewhat. It emerged that in addition,
indicators implied that inflation expectations had become less firmly anchored to the target,
and it could therefore take longer than it would otherwise to bring inflation back to target.

Committee members discussed that according to the Central Bank’s new macroeconomic
forecast, GDP growth was projected to measure 5.6% in 2022. It emerged that the outlook for
2023 had improved and that growth was now projected at 2.8%, up from the August forecast
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of 1.9%. This was due to the prospect of more rapid growth of domestic demand than was
previously assumed. Furthermore, the labour market was still quite tight, although tension had
eased somewhat.

The MPC also discussed the commercial banks’ position and their recent earnings reports. It
emerged that growth in the banks’ mortgage lending to households had eased and that demand
for loans had tapered off as well. On the other hand, corporate lending had gathered pace. It
was pointed out that arrears did not appear to have increased despite interest rate hikes, and
that non-performing loan ratios were very low in historical context. Moreover, the share of
forborne loans was falling.

MPC members were of the opinion that there were grounds to either hold the key rate
unchanged or raise it by 0.25-0.5 percentage points. The main arguments expressed at the
meeting in favour of keeping interest rates unchanged were that although inflation had risen
between meetings, it looked set to start falling; furthermore, the housing market had continued
to lose momentum, although it appeared that it would take longer than previously anticipated.
Moreover, there still seemed to be signs that tension in the labour market had peaked.

The arguments expressed in favour of raising interest rates were that the domestic economy
still appeared quite strong, the output growth outlook for 2023 had improved markedly, and
the output gap was expected both to be wider in 2023 than previously assumed and to narrow
more slowly. It emerged that the outlook was for more rapid growth of domestic demand,
partly because disposable income had risen more swiftly than previously projected. The MPC
considered it cause for concern that underlying inflation had continued to rise and that price
increases were so widespread. A majority of CPl subcomponents had risen sharply in price
recently, and that share was still growing. Furthermore, the kréna had depreciated since the
MPC’s previous meeting, and the global inflation outlook had deteriorated, which would lead
to higher imported inflation, all else being equal. Inflation expectations were high by all
measures and appeared to be less firmly anchored to the target. There was a significant risk
that inflation would remain high for a protracted period of time. It also emerged that the
inflation risk profile was tilted to the upside. Moreover, it was pointed out that the real rate
was still negative and that in view of the tension in the labour market and the economy, it
needed to be higher.

In view of the discussion, the Governor proposed that the Bank’s interest rates be raised by
0.25 percentage points. The Bank’s key rate (the seven-day term deposit rate) would be 6%, the
current account rate 5.75%, the seven-day collateralised lending rate 6.75%, and the overnight
lending rate 7.75%. All members voted in favour of the Governor’s proposal, although Gylfi
Zoéga would have preferred to raise rates by 0.5 percentage points.

Members agreed that it was vital to ensure that the monetary stance was tight enough to bring
inflation back to target within an acceptable time frame. Near-term monetary policy decisions
would depend on developments in economic activity, inflation, and inflation expectations.
Decisions taken at the corporate level, in the labour market, and in public sector finances would
be a major determinant of developments in interest rates in the coming term.

The following Committee members were in attendance:

Asgeir Jonsson, Governor and Chair of the Monetary Policy Committee
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Rannveig Sigurdardéttir, Deputy Governor for Monetary Policy
Gunnar Jakobsson, Deputy Governor for Financial Stability
Gylfi Zoéga, Professor, external member

Herdis Steingrimsdottir, Associate Professor, external member

Thérarinn G. Pétursson, Chief Economist of the Central Bank, was present for the entire
meeting. In addition, several Bank staff members attended part of the meeting.

Karen A. Vignisdéttir wrote the minutes.

The next Statement of the Monetary Policy Committee will be published on Wednesday 8
February 2023.
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Um sidustu vaxtaakvoroun

¥ Gylfi Zoega
3 hagfradiprifessor vid HI

nefndar Sedlabankans voru vextir haekk-

Isl’Bustu vaxtadkvordun peningastefnu-

adir um 0,75 présentur, meginvextir f6ru
ur 4,75% 1 5,5%. Hafa pd vextir bankans
haekkad ar 0,75% { 5,5% 4 rimu 4ri eda um
4,75% { nokkrum skrefum.

Pessum hekkunum er 2tlad ad draga tar
vexti innlendrar eftirspurnar og spennu 4
vinnumarkadi til pess ad minnka verdbélgu-
prysting. Samkvemt nylegri spd Sedlabank-
ans, er detlad er ad hagvoxtur verdi 5,9%
i4r. A 33rum 4rsfjordungi hafdi heildar-
vinnustundum fjélgad um 9,1% 4 milli
dra og hlutfall fyrirtzekja sem segjast skorta
starfsfolk hefur einungis einu sinni mealst
heerra. Skrdd drstidaleidrétt atvinnuleysi 4
6drum 4rsfjérdungi var 3,7%. Framleidsla
er yfir framleidslugetu.

Arsverdbélga maldist 9,8% i dgist og
hafdi hekkad ar 4,3% 4 einu 4ri. Péte
hakkun hdsnedislidar visitdlu neysluverds
hafi vegid pungt { vaxandi verdbdlgu pd
var hin engu ad sidur um 7,5% sidustu
12 ménudi pegar hisnadislidurinn er ekki
hafdur med. Pegar htsndislidurinn er skil-
inn eftir og einnig sveiflukenndir lidir pd er
svokéllud undirliggjandi verdbdlga engu ad
sidur um 6,5%. Laun hafa sidan vaxid um
7-8% sidasta 4rid og pjénustuverdbélga,
sem einkum endurspeglar launapréun,
var 8,5% { juli. Verdbdlguvantingar 4 alla
mealikvarda hafa hekkad og eru téluvert
yfir markmidi.

Verdbélgan stafar ad hluta af frambods-
skelli erlendis sem orsakast af erfidleikum
i adfangakedjum 4 alpjédamérkudum og
einnig af hakkun hrévéruverds sidustu
mdnudi. Pessir pattir koma bzdi beint inn
i verdvisitdluna og einnig dbeint { gegnum
verd 4 adfongum. En vid verdbdlgu 4 fram-
bodshlid batist innlend eftirspurnarverd-
bélga sem birtist m.a. { mikilli hekkun 4

eftirspurn eftir pjénustu idnadarmanna. Lgir
vextir Sedlabankans pegar hagkerfid hristi af
sér dhrif Covid-19 farséttarinnar studludu
ad mikilli eftirspurn eftir vérum og sidar
pjénustu en vid bettist herri kaupmdctur
launa og uppsafnadur sparnadur heimila {
farséttinni sem ad hluta vard til pegar pau
frestudu ferdalogum til ttlanda og drégu tr
neyslu sinni.

Mikid hefur verid rett um pdce hdsnzdis-
markadar { verdbolgupréuninni. Hér verdur
athygli vakin 4 tvennu. T fyrsta lagi p4 felst
vaxtafarvegur peningastefnunnar { dhrifum
vaxtabreytinga 4 eignaverd. Hakkun hus-
nzdisverds jok innlenda eftirspurn bedi {
byggingageiranum og einnig einkaneyslu
vegna audsihrifa eins og til var ztlast. Med
vaxtalekkunum var reynt ad ldgmarka dhrif
falls ferdapjénustu 4 adrar atvinnugreinar. [
6dru lagi haekkadi hdsnadisverd { borgum {
flestdllum 6drum rikjum vegna vidbragda
peningastefnu parlendra vid farséttinni.
Pad er pvi ekkert sérislenskt vid haekkun
husnzdisverds svo sem skipulagsmistok
4 sveitarstjérnarstigi. En mikil haekkun
hdsnadisverds frd 2021 i samanburdi vid
hzkkun launa vekur engu ad sidur étta um
bélumyndun. Pannig hekkadi ibadaverd 4

Ljésmynd: Shutterstock.com.

begar vextir
nu haekka og buast
ma vid laekkun
eignaverds pa bitnar
vaxtahaekkunin
mest 4 peim sem
minnstan hofudstoél
hafa, pb.e.a.s. eigna-
minnsta folkinu

i jali sl. sem er mesta hekkun sem melst
hefur milli 4ra frd pvi { desember 2005.
Vaxtahekkanir sidustu mdnada hafa
verid gagnryndar med peim rokum ad
greidslubyrdi dverdiryggdra hdsnzdisléna
hafi hzkkad. En pd vaknar sd spurning
hvort ldntakendur hafi ekki getad séd fyrir
ad vextir yrdu 5,5% eda jafnvel herri 4
ldnstimanum. Reyndar varadi varasedla-
bankastjéri peningastefnu ldntakendur vid
pvi ad ldgir vextir veru ekki komnir til ad

verdi hisnadis, 4 verdi annarra eigna og i : héfudborgarsvedinu um 25,5% milli 4ra ! framb. d bls. 4
Gylfi Zoega fjallar Med pvi ad bregdast Bergpéra Baldurs- Bit efnahagspvingana
um sidustu vaxta- skjott vid verdbdlgu : déttir skrifar um hvort  : 4 Russland litid og
dkvordun verdur hagt ad hafa : ibadamarkadur sé farinn : orkuverd Evrépu

leegri vexti nastu 4rin

ad kélna

hastu hedum
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vera { lok dgtistménadar 2020.! Myndin
hér synir meginvexti Sedlabankans frd
drinu 2001 il dgist 4 pessu 4ri. Augljést
m4 vera af myndinni ad vextir eru um
pessar mundir ekki sogulega hdir og undir
medaltali sidustu tveggja dratuga sem er
6,47%. En stér hluti lintakenda hefur
breytt hisnadislinum { éverdtryggd ldn
med fasta vexti { prja 4r og pvi skipta
vextir Sedlabankans nastu drin ekki
s{dur méli. Med pvi ad bregdast skjote
vid verdbdlgu verdur vonandi hegt ad
hafa legri vexti nastu 4rin. Préunin
fram ad vaxtahzkkunum var ad félk t6k
{ meira meli évertryggd 14n med breyti-
legum véxtum en frd pvi ad farid var ad
hakka vexti féru fleiri ad festa pd. Peir
sem hafa fest eru 4 legri voxtum en na
eru. En enn er um pridjungur nyrra ldna
dverdtryggdur med breytilega vexti — og
fjérdungur lénastabbans.

Pad er umdeilt ad mikil lekkun vaxta
hér 4 landi jafnt sem erlendis 4 COVID
timanum jok misskiptingu eigna. Pegar
hlutabréf hakka { verdi pd hagnast peir
sem mest eiga af slikum bréfum. Vaxta-
lekkun hefur sémuleidis { f6r med sér
hakkun 4 verdi skuldabréfa bedi rikis og
cinkaadila sem eykur eignir peirra sem
slik bréf eiga. Hekkun hdsnzdisverds
kemur sémuleidis peim best sem sterstu
eignirnar eiga o.s.frv. Og pegar vextir nt
hakka og btiast m4 vid lekkun eignaverds
b4 bitnar vaxtahakkunin mest 4 peim sem
minnstan héfudstdl hafa, p.e.a.s. eignam-
innsta félkinu.

[ pessu samhengi verdur ad hafa { huga
ad rikisstjérn og Alpingi hafa lydredislegt
umbod til pess ad leggja 4 skatta og greida
betur til dkvedinna pjédfélagshopa. Ef ad

Heimild: Sedlabanki islands

lydradislega kjérnum fullerGum finnst
4hrif peningastefnu 4 tekju- og eigna-
dreifingu vera éaskileg b4 er pad peirra
ad beita sinum stjérntekjum til pess ad
leidrétta pessi dhrif. Peningastefnunefnd
eda Sedlabankinn hefur ekki umbod til
slikra adgerda.

Pegar verdbolga fer vaxandi er mikil-
veegt ad kippa sem fyrst { taumana { stad
pess ad horfa upp 4 hana stigmagnast.
Pad er audveldara ad nd verdbolgu nidur
fyrr en seinna en slike krefst pess ad fyrstu
skrefin { vaxtahekkunarferli séu sterri en
pau sem 4 eftir koma. St aukning verd-
bélgu sem vard { vor vegna styrjaldar {
Ukrainu og séttvarnaadgerda { Kina var
ekki fyrirséd en reynslan frd dtrunda dratug
sidustu aldar kennir okkur ad timabundin
frambodsafoll geta valdid langvarandi
verdbolgu ef spenna er mikil 4 innlendum
vinnumarkadi.

A komandi vetri verdur gengid til
kjarasamninga. P4 er mikilvegt ad fridur
skapist 4 vinnumarkadi pannig ad badi
launafélk og atvinnurekendur verdi sdctir
vid sinn hlut { pjédarkokunni og verd-
bélguvandinn magnist ekki frekar. Péte
launa- og starfslokasamningar forstjéra
vegi ekki pungt { pjodhagslegu samhengi
né launakjsr helstu rddamanna, sveit-
arsjéra og annarra sem gegna trinad-
arstddum, pd eru Shéfleg launakjor og
jafnvel sjélftaka pessara adila fridarspillir
4 vinnumarkadi og geta ordid til pess ad
verdbolga verdi erfidari vidureignar. V]

Hifundur er ytri medlimur { peningastefnunefnd
Sedlabanka slands. Per skodanir og dlyktanir
sem fram koma i pessari grein endurspegla ekki
vidhorf annarra medlima peningastefnunefndar.

1 Sjd https:/fwww.ruv.is/fret/2020/08/28/greidslubyrdi-gaeti-haekkad-um-tugi-thusunda.
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Efnahagspving-
anir og oliuverd
Nl’l er um hdlft 4r sidan ad Russland

1é3st inn { Ukrainu og efnahags-
pvinganir gegn Russlandi voru hertar.
Sjaldan { ségu Vesturlanda hefur nddst
jafn snogg og breid samstada um jafn
stora adgerd og um par efnahagspving-
anir sem settar voru. Markmid pvingan-
anna var m.a. ad skapa lausafjirskreppu
i Rasslandi til pess ad gera Rissum
erfitt fyrir ad fjdrmagna stridsrekstur
sinn. N4, hdlfu 4ri seinna, er tvisynt
hvort adgerdirnar hafa skilad peim
drangri sem atlast var til.

Russneskur efnahagur er praut-
seigari en margir héldu. Samdrattur {
vergri landframleidslu fyrir 4rid 2022
er nd detlad ad verdi um 6% sem er
mun minna en spér fyrr 4 drinu gerdu
140 fyrir. T mars sidastlidnum spddu
flestir samdratti upp 4 15% eda meir.
Alpjédagjaldeyrissjédurinn spdir pvi nt
ad vidskiptaafgangur Russlands verdi
sd nast stersti { heiminum fyrir petta
4r en pad verdur adallega til komid
vegna orkusélu en stér hluti hennar
er sala jardefnaeldsneytis til Evrépu.

Orkuverd { Evrépu er nd { hestu
hadum vegna pessa hazkkana. Mark-
adsverd 4 gasi hefur hekkad um 140%
frd drsbyrjun og 64,3% frd pvi { jali.
Markadsverd 4 oliu hefur einnig
hekkad talsvert yfir sama timabil
en hefur p6 leekkad frd byrjun jani.
Ursula von der Leyen, forseti fram-
kvemdastjérnar Evrépusambandsins
sagdi 4 rddstefnu { Sléveniu { vikunni
ad adildapjédir sambandsins hafi verid
bednar um ad draga Gr gasnotkun
sinni um 15%. Einnig ad sambandid
sé btid ad stérauka dreifingu birgja
sem selja eldsneyti til ad vera minna
h4d Rasslandi. Besta leidin hins vegar
s¢ ad hrada flutningi yfir { greena orku-
gjafa en { dag er t.d. vind- og sélar-
orka édyrari en jardefnaeldsneyti. P4
kynnti htin ad Evrépusambandid atlar
ad setja 300 milljarda Evra { ad hrada
flutningi yfir { greena orkugjafa. Han
batti sidan vid ad nd veri timabil
russnesks jardefnaeldsneytis { Evrépu

ad 1{da undir lok.

Ritstjéri: Emil Dagsson

Abyrgdarmadur: Eyrin Magnasdottir

Utgefandi: Kjarninn midlar ehf,,

Fiskisléd 31 B, 101 Reykjavik

Simi: 551 0708 Netfang: visbending@kjarninn.is
Prentun: Umslag

Oll réctindi 4skilin.

© Ritid md ekki afrita dn leyfis drgefanda.

Adrir salmayx
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SEDLABANKI ISLANDS

Haustblida eda gluggavedur?

Hversu bjartsyn getum vid verid a horfurnar?

Samidn Rannveig Sigurdardottir
19. september 2022 Varasedlabankastjori peningastefnu

Zj/_l_d Innlend efnahagsumsvif og horfur
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Afram kroftugur voxtur einkaneyslu @ F2 ...

 Arshagvoxtur 6,8% a 1H - heldur minni en spad i agust (7,6%) - fravik skyrast adallega af minna jakvaedu framlagi birgdabreytinga
* Einkaneysla jokst um 13,5% a F2 - um 11,4% & 1H sem var i takt vid agustspa

¢ Minni voxtur heildarfjarfestingar 4 1H (6,1 i stad 7,2) en spad en voxtur atvinnuvegafjarfestingar meiri (12,1 i stad 11,1)

* Neysla og fjarfesting alls jukust svipad og spad var a H1 en framlag utanrikisvidsskipta var & méti minna neikvaett

Hagvoxtur og framlag undirlida? bj68hagsreikningar 1H 2022
4. arsf]. 2019 - 2. arsfj. 2022

Breyting frd fyrra ari (%)
Breyting fra fyrra ari (%) 0

[\

=
-10
a5 . . = = . . . ; ; 5 ; ] Einka- Sam- Fjar- Neysla  Pjodar- Ut- Inn- VLF
4.fj.'19 2.1].'20 4.1."20 2.fj.21 4.fj.21 2.fj.22 neysla neysla fest. og fjar- utgj. flutn. flutn.
festing.
W Einkaneysla = Samneysla Fjarmunamyndun
m Birgdabreytingar mm Utanrikisvidskipti VLF .
g0abreyting 2 mPM 2022/3  Hagstofa slands
1. Frévik geta verid 4 milli samtélu framlags undirlida og hagvaxtar vegna kedjutengingar pjodhagsreikninga
Heimildir: Hagstofa [slands, Sedlabanki islands

Aukin atvinna

e Storfum fjolgadi um 8,3% milli ara 4 F2 og vinnuvikan lengdist i fyrsta sinn sidan 2019

¢ Heildarvinnustundum fjolgadi um 9,1% - sem er mesta arsfjolgun frd upphafi maelinga

¢ Lausum stoérfum fjolgadi um 5.300 milli fjordunga a F2

¢ Laekkun atvinnupatttokuhlutfalls og hlutfalls starfandi fra drsbyrjun 2019 er jafnframt ad fullu gengin til baka

Fjoldi starfandi og medalvinnutimi! Breyting i fjdlda starfa & timum Breyting i radningaraformum
1. arsfj. 2006 - 2. arsfj. 2022 . . ¥ 3 .
=l e heimsfaraldurs' fyrirtaekja & timum heimsfaraldurs?
. . ;. 50 Breyting fra upphafi kreppu (%) Breyting fra sama fjérdungi ario Breyting fra sama fjoréungi arié
. Breyting fra fyrra ari (%) 10 2019 (Présentur) 2019 (Présentur) 100
10 Ferda- Meanie Byegingar- Annad

, listir starfsemi
8 biénusta Tprcring? 80
- félagasamtok

6 og ymis 60

B persénuleg
JW 10 a bismusta "
. A \
\ 7 | A\ 4 1 )

30 0 Y

-4
L] L] L
o -2 -20
z .
-8 . )
4 . -40
50 o
-12 Ferda- Menning, listir ~ Byggingar- Annad -6 -60
2006 2008 2010 2012 2014 2016 2018 2020 2022 biénusta afpreying, starfsemi (75%)
(13%) félagasamtok (7%) m Hlutfall lausra starfa - 2. arsfj. 2022
—Fjoldi starfandi (VMK) ——Launafélk 16-74 ara og ymis m Hlutfall fyrirtaekja sem vilja fjélga umfram faekka - 2. arsfj. 2022
4 5 Hlutfall lausra starfa - COVID-19 lagmark
’ P ersonule W COVID-19 Isgmark M g
Venjulegur vinnutimi (VMK) pb.é"ustag 8 o Hiutfall fyrirtaekja sem vilia fj5lga umfram faekka - COVID-19 lagmark
e mJdli 2022

1. Launafélk skv. birtingu Hagstofu fslands 4 vinnuafli eftir skrém en nnur ggn eru Gr vinnumarkadskénnun smu stofnunnar. Félk 4 aldrinum 16-74 ra. briggja manada hreyfanlegt medaltal arstidarleidréttra talna. 2. Laus storf skv.
fyrirtzekjaksnnun Hagstofu fslands og hlutfall fyrirtaekja sem vilja fiélga eda faekka starfsfélki er Gr kénnun Gallup medal 400 staerstu fyrirtzekja landsins og eru gégnin arstidarleidrétt af Sedlabanka fslands. f télum Gallup eru
atvinnugreinarnar ,Samgdngur, flutningar og ferdabjénusta” syndar sem ferdabjénusta og , Annad* er fengid sem einfalt medaltal annarra atvinnugreina en peirra sem birtast 4 myndinni.

Heimildir: Gallup, Hagstofa islands, Sedlabanki fslands.
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Vaxandi skorti & starfsfolki maett med innfluttu vinnuafli

* Atvinnuleysi minnkar afram og er komid undir 4%
e 54% fyrirteekja segjast skorta starfsfolk og 61% starfa vid full afkost (naest haesta og haesta gildi fra upphafi maelinga)
e Erlendu vinnuafli fjdlgar hratt: Nettéfjolgun & F2 nam 1,6% af vinnuaflinu skv. VMK — svipad hlutfall og 4 sama fjérdungi 2017

Atvinnuleysi og slaki & vinnumarkadi® Nyting framleidslupatta* Mannfjoldi
1. 4rsfj. 2006 - 2. 4rsfj. 2022 1. 4rsf]. 2015 - 2. drsfj. 2022 1. drsfj. 2015 - 2. 4rsfj. 2022
% af mannafla % af mannafla med vigbot Hlutfall fyrirteekja (%) Fjoldi stadalfravika Breyting fré fyrra ari (%)
24 70 4 35
3,0
10 20 8
25
2
8 v 16 2,0
\
/ 1 15
6 12
0 1,0
a4 8 0,5
1
0,0
2 4
i 05
0« v . - v v . . ~ 0 0 3 0 - - v v v v v :
2006 2008 2010 2012 2014 2016 2018 2020 2022 2015 2016 2017 2018 2019 2020 2021 2022 2015 2016 2017 2018 2019 2020 2021 2022
—Atvinnuleysi (VMK, v. 4s) —Fyrirtzeki vid hamarksframleidslugetu (v. 4s) mmFeddir umfram [tna AL, umfr. brottfl. - sl.
——skrad almennt atvinnuleysi (v. 4s) ——Fyrirtzeki sem bua vid skort 4 starfsfélki (v. as) R —— Mannoldi
Slaki & vinnumarkadi (VMK, h. 4s) NF-visitalan (h. 4s)
1. Mzlikvardar fyrir nytingu framleidslubatta byggjast & vidhorfskénnun Gallup medal 400 steerstu fyrirtakja landsins. Visitala nytingar framleidslupatta (NF-visitalan) er fyrsti frumbattur valinna visbendinga um nytingu framleidslupétta
sem er skaladur til svo medaltal hans er 0 og stadalfravik 1. Itarlegri lysingu ma finna i rammagrein 3 i PM 2018/2 tida ttar tolur. Brotalinur syna medaltol fra 2006.
Heimildir: Gallup, Hagstofa Islands, Sedlabanki islands.

Horfur @ meiri hagvexti i ar en spad var i mai

« Utlit fyrir 5,9% hagvoxt 4 arinu 6llu i stad 4,6% i maispanni
¢ Endurspeglar kroftugri voxt innlendrar eftirspurnar en lakari utanrikisvidskipti vega @ mati ... par skipta horfur um mun meiri
voxt einkaneyslu miklu sem aftur endurspeglar ad heimilin eru ad draga hradar Ur sparnadi en 46ur var talid

Hagvoxtur og framlag undirlida 2018- Breyting & hagvaxtarhorfum frd PM 22/2 Sparnadur heimila 2015-20242

2024* og framlag undirlida

Breyting fra fyrra ari (%) Présentur % af radstofunartekjum
10 4 20
8 18
o =N P — 1 S

2022/2

LN

4 14
2 -\ L
2 12 .
0 p | 10
—_—
-2 8
a v o 6
6 5 4
8 2
-10 T T T -2 0 r T T T T T T T T T
2018 2019 2020 2021 2022 2023 2024 2022 2023 2024 2015 2017 2019 2021 2023
mm Finkaneysla = Samneysla ™ Eink I ] v Fjar ynd
Fjar ——Birg yting m Birgdabreytingar M Utanrikisvidskipti = VLF
mm Utanrikisvidskipti VLF

1. Grunnspa Sedlabankans 2022-2024. Brotalina synir spa fra PM 2022/2 2. Vid atreikning & hlutfalli sparnadar er midad vid daetlun Sedlabankans um radstéfunartekjur. Grunnspa Sedlabankans 2022-2024. Brotalina synir spa fra PM
2022/2

Heimildir: Hagstofa [slands, Sedlabanki slands.
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Verdbolga

Arsverdbdlga minnkadi milli manada i 4gust 4 maelikvarda VNV

¢ VNV haekkadi um 0,29% milli manada i agust og hefur haekkad um 9,7% sl. tolf manudi

* VNV an hudsnaedis hjadnadi einnig og maeldist 7,1% en var 7,5% i juli sem var mesta verdbolga a8 pann maelikvarda sidan 2010
« Allir maelikvardar a undirliggjandi verdbdlgu haekkudu pé afram og var medaltal peirra 6,7% samanborid vid 6,5% i juli

Verdbdlga & ymsa meelikvarda Meld og undirliggjandi verdbdlga®
Januar 2019 - agust 2022 Jandar 2019 - agust 2022
12 ménada breyting (%)

12 ménada breyting (%)
12

10

7 — \/ ¢

4
2 A\ Wi—g =S
S =
o 2 =
2 . . - . - - 0 . .
jan. 19 jol.19  jan.20  jal.20  jan.21  jal.21  jan.22  jul.22 feb.19  4gi.19  feb.20  4gi.20  feb.21  4gd.21  feb.22  4gh.22
—VNV  —Klippt medaltal Vegid midgildi  ——Medaltal Verdbslgumarkmid
—VNV  ——VNV én hisnadis Samramd i bol kmi

Bil heesta og laegsta mats a undirliggjandi verdbélgu

1. Vi8 Gtreikning 4 Klipptu medaltali er peim undirlidum sem breytast mest { einstaka manudum sleppt en vegi6 midgildi maelir midgildi verdbreytinga allra undirlida VNV. Medaltalid synir medaltal 5 élikra maelikva

Monetary Policy Committee Report to Parliament

arda 4 undirliggjandi
ver8blgu (Kjamavisitélu &n dbeinna skatta, sveiflukenndra matvérulida, bensins, opinberrar pjénustu og raunvaxtakostnadar husnaedisléna, vegid midgildi, klippt medaltal, kvikt péttalikan og sameiginlegur pattur VNV)
Heimildir: Hagstofa [slands, Sedlabanki fslands.
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Husneaedisliour vegur pungt og toluverd haekkun pjénustu

* Haekkun husnaedislidar skyrir enn stéran hluta madnadarhakkunar— 0,17 pr. i 4gust en 0,4 pr. ad medaltali @ arinu
* Innlend pjonustuverdbdlga einnig nokkur — ad hluta til vegna mikillar haekkunar flugfargjalda ...
* ... enjafnvel an peirra maelist téluverd pjonustuverdbdlga sem dreifist a fjolda undirlida

Undirlidir verdbolgu®

Almenn pjénusta og framlag undirlida
Januar 2019 - dgust 2022

Januar 2021 - 4gust 2022

Framlag til arsverdbolgu (%)

Atlad framlag til arshakkunar almennrar bjénustu (%)

10

IS

~

-2 r

feb.19  4ga.19  feb.20  4gi.20  feb.21  4gG.21  feb.22  4gu.22 jan. 21 apr. 21 jal. 21 okt. 21 jan. 22 apr. 22 jal. 22
m Innfluttar vérur Bensin = Hisnaedi Innlendar vérur . Flutningar i lofti e Simapjonusta Veitinga- og kaffihis
= Almenn pjénusta Adrir lidir — VNV - Gisting mm Vidhaldspjonusta (hisnaedi) we Tryggingar

Adrir lidir Almenn bjénusta

1. Innfluttar vérur an afengis, tébaks og bensins og innlendar vérur an buvéru og graenmetis. 2. Brotalinur syna medaltél yfir timabilid jantar 2008 - agst 2022
Heimildir: Hagstofa fslands, Selabanki fslands.

Oliu- og hravoruverd tekid ad leekka aftur

+ Alag 4 alpjodlegar framleidslukedjur virdist fara minnkandi og flutningskostnadur heldur afram ad laekka ...
e .. pott enn sé nokkud i land ad adfangakedjur og flutningskostnadur komist i edlilegt horf
* Verd a oliu og fjolda annarra hravara hefur einnig laekkad undanfarid en verd a jardgasi i Evrépu hefur haekkad enn frekar

Alag 4 alpjédlegar adfangakedjurt Alpjodlegt flutninga- og hravéruverd? Verd a oliu og jardgasi?
Jandar 2018 - gust 2022 Jandar 2019 - dgust 2022 1. jandar 2019 - 15. september 2022
Fravik fra medaltali (fjoldi stadalfravika) Visitala, jandar 2020 = 100 Visitala, 2020 = 100 USD & tunnu EUR & megavattstund
800 140 490
4 330 /\\ 680 g2 420
100 350
3 280 560
80 280
2 230 440
60 210
1 180 320
M J\ 4 140
-1 80 80 [ 0
2018 2019 2020 2021 2022 jan.20  jal.20  jan.21  jal.21  jan.22  jal.22 jan.19 jul. 19 jan.20 jdl. 20 jan.21 jal.21 jan.22 jul. 22

=—Hravara an orkugjafa (v. s) ===Landbunadarvérur (v. as)
Mélmar (v. 4s) ~—Aburdur (v. 4s)
Gamaflutningar (h. as)

—=Verd a oliu & heimsmarkadi (v. s)
~——Verd 4 jardgasi i Evropu (h. &s)

1. Melikvardinn tekur saman hrif 27 mismunandi melikvarda 4 flutningskostnadi og afhendingartima par sem bdid 2r a8 hreinsa Gt eftirspurnarahrif. 2. Landbunadarafurdir skiptast { matvaeli (62%), drykkjarvérur (13%) og hraefni (25%)
Verdvisitala gémaflutninga er Freightos Global Container Index. Gogn til og med aguist 2022. 3. Brent verd & hraoliu. Skyggda svzedid synir timabilid fra upphafi stridsataka i Ukrainu.
Heimildir: Alpjédabankinn, Freightos Limited, Refinitiv Datastream.
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Innlendir kraftar einnig ad baki en ISK vegur @ moéti

* Til vidbdtar vid innflutta verdbolgu baetist innlendur verdbdlguprystingur sem endurspeglar kroftuga eftirspurn
* Arshaekkun launa hefur haldist { um 7-8% fra mars 2021 og launahlutfallid hefur ekki laekkad eins og i fyrri nidursveiflum
« A méti vegur haekkun & gengi krénunnar: pétt pad hafi leekkad um 0,6% fra sidasta fundi PSN er pad 3% heerra en i byrjun ars

Laun og husnadisverd* Launahlutfall og spenna & vinnumarkadi? Gengi krénunnar?®
Jantar 2018 - juli 2022 1. arsfj. 2005 - 2. arsfj. 2022 2. jandar 2015 - 15.september 2022
Breyting fra fyrra dri (%) % Prosentur Visitala
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—Launavisital Jisnaed Al E U (en) —Vidskiptavegin gengisvisitala
——Fravik atvinnuleysis fra jafnvaegi (h. as)
1. Hdsnadisverd & hofudborgarsvaedinu. 2. Hlutfall launakostnadar og VLF annars vegar og frévik atvinnuleysis og jafnvagisatvinnuleysi hins vegar. Gégnin eru fijégurra
2. érsfj. hreyfanlegt medaltal. Grunnspa Sedlabankans fyrir 2. 4rsfj. 2022. 3. Verd erlendra gjaldmidla { krénum (bréng vidskiptavog)
Heimildir: Hagstofa islands, bjédskré islands, Sedlabanki fslands.

Verdbdlguvaentingar haekka og aukinn verdbolgudtti

* Verdbdlguvaentingar heimila, fyrirtaekja og markadsadila hafa haldid afram ad haekka og veenta pau um 4-5% verdbdlgu ad
medaltali naestu 5 &r ... hlutfall heimila sem vaenta mjog mikillar verdbdlgu naestu 5 ar hefur einnig rokid upp
* Haekkun verdbdlgudlagsins virdist b6 hafa stodvast: 10-dra alagid hefur heldur laekkad undanfarid en 5/5-ara alagid litid breyst

Verdbolguvaentingar til 2 og 5 ara* Hlutfall heimila sem vaentir verdbolgu :‘/"V“;b";lu S
£ocfi £l " . z 'erobolgualag a skuldabrefamarkadi
2022 yfir 5% ad medaltali naestu 5 ar ekl
% Hiutfall (%)
6 60 %
Eftir 2 ar Medaltal nestu 5 ar o
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2 20 w
1,0
1
0,0
o jan 2018 sep 2018 mai 2019 jan 2020 sep 2020 mai2021 jan 2022
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——2dra =5 ara 103ra =5 ar eftir 5 ar Ver8bdlgumarkmid
= Fyrirtaeki w==Heimili m Milli 5 0og 8% m Milli 8 og 10% Yfir 10%

Markadsadilar =——Verdbélgumarkmid
1. Mefaltal manada.
Heimild: Sedlabanki [slands.

1. Kannanir Gallup & ver8bélguvaentingum heimila og fyrirtaekja og Sedlabankans 4 ver8bslguvaentingum markadsadila. Midgildi svara
Heimildir: Gallup, Sedlabanki fslands.
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Enn a ny versna verdbdlguhorfur — eins og erlendis

e Verdbdlga hefur itrekad reynst meiri en spad var og horfur versna enn 4 ny: 10,8% a Q4 skv. spanni en hjadnar svo ... en haegt
e Kroftugri efnahagsumsvif, pralatari haekkun hisnaedisverds og mun meiri alpjédleg verdbdlga skyra lakari horfur
e Verdbdlgu itrekad vanspad i spam bankans undanfarid ... eins og um allan heim

2

0

Verdbolguspa og 6vissumat Mismunandi verdbdlguspar PM ut arid Spar Alpjodagjaldeyrissjodsins um
1. 4rsfj. 2018 - 3. arsf). 2025 2023 verdbélgu i heiminum Gt &rid 2023
Breyting fré fyrra ari (%) 12 ménada breyting (%) 12 manada breyting (%)
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——PM 2022/3 . 50% lfkfndabfl —PM212  —PM21/2 PM 22/1 ——Spé fra april '21 —Spa fra okt. '21 ——Spé fra jan. '22
— -PM2022/2 . 75% likindabil AT — ST
——Verdbslgumarkmid 90% likindabil —PM 22/2 PM 22/3 P P! patra

eimildir: Alpjodagjaldeyrissjédurinn, Hagstofa fslands, Sedlabanki fslands

Midlun peningastefnunnar
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Midlun peningastefnunnar

e Vextir nyrra dverdtryggdra lana til heimila og fyrirtaekja laekkudu pegar vextir voru leekkadir i upphafi faraldursins ...
¢ ...en hafa haekkad & ny samhlida vaxtahaekkunum Sedlabankans

Meginvextir og vextir dverdtryggdra Gtlana til heimilal

Meginvextir og vextir dverdtryggdra Gtlana til atvinnufyrirtakja?
Jandar 2015 - jli 2022

Jandar 2015 - juli 2022
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I8E ELE Cupudiay Megivexay — Ny Gtlin Meginvextir Sedlabankans

1. Vegnir medalvextir nyrra dverdtryggdra tlana stéru vidskiptabankanna priggja midad vid fjarhaed Gtlana. 2. Vegnir medalvextir & nyjum éverdtryggdum Gtlanum stéru vidski priggja med ytilegum voxtum midad vid
fjérhaed atléna.

Heimild: Sedlabanki {slands.

Utlan til heimila og fyrirtaekja
* Dregi0 Ur vexti Gtlana til heimila fra hapunkti um mitt sidasta ar og nam 10% i juni

+ Utlan til atvinnufyrirtaekja aukist fra i mars - nam 6,8% (nafnvirdi) { juli - Gtlan til flestra atvinnugreina tekid vid sér
« Utlan fagfjarfestasjoda til fyrirtaekja hafa aukist og einhver fyrirtaeki saekja fjarmagn med Gtgafu markadsskuldabréfa

Utlan lanakerfis til heimilal

Utlén lanakerfis til atvinnufyrirtaekja Utlén til atvinnufyrirtaekja
Jantar 2017 - jul§ 2022

Jantar 2017 - jili 2022

Jantar 2017 - jili 2022
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s b S6ur mem Lfeyrissjoir — pjénusta s Annad
Adrir Otlénastofn Utlanastofn Utlanastofn 4 fostu gengi' Fagfjérfestasjosir Samtals

1. Stofn Gtlana i erlendum gjaldmidlum er reiknagur midad vid visitolu medalgengis i sidasta manudinum.
Heimild: Sedlabanki [slands.
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Meirihluti nyrra lana og lanastofns overdtryggd lan
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1. Hlutfallsleg skipting fasteignaldna KMB og HMS til neytenda eftir tegundum. Fré agist 2020 n4 tlur einnig til staerstu lifeyrissjéda.

Heimild: Sedlabanki fslands.

Takk fyrir
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ISBENDING

Vaxtaakvoroun a
vidsjarveroum timum

Gylfi Zoega
hagfrediprifessor vid HT

edur eru vilynd { efnahagsmdlum.
s ; Vaxandi verdbélga hefur kallad 4
vaxtahakkanir sedlabanka 4 Vest-
urldndum og orkuverd { Evrépu hefur marg-
faldast 4 skdmmum tima sem hefur bedi ryrt
lifskjor og aukid verdbdlgu. Vaxandi svartsyni
gatir vegna styrjaldarinnar { Ukrainu.
Hettudstand hefur ekki einungis skapast {
stj6rnmélum vegna styrjaldarinnar { Ukrainu
heldur einnig { fjirmdlaheiminum. Nylegur
titringur 4 breskum skuldabréfamarkadi eftir
vanhugsadar skattalzkkanir og erfidleikar i
Credit Suisse bankanum eru merki um brot-
hatta fijdrmalamarkadi. Ekki er oliklegt ad
fleiri uppdkomur verdi 4 fjirmélamérkudum

i vetur.

A Tslandi hefur eftirspurn verid mikil,
atvinna vaxid hratt og verdbdlguprystingur
aukid innlenda verdbélgu eins og reyndar
einnig { mérgum stéru hagkerfanna. Ligir
vextir og uppsafnadur sparnadur 4 dégum
Covid sem hafa 6rvad einkaneyslu og fjdr-
festingu og leekkad atvinnuleysi hratt.

Haeerri vextir

Vextir sedlabanka { Bandarikjunum hafa
hzkkad ar 0,25% { vor { 3,5% { fimm
skrefum, sidustu prjér haekkanir hafa verid
75 punktar. Vextir hafa ekki verid herri par
i landi sidan fyrir fjarmalakreppuna 4rid
2008. Verd 4 skuldabréfum hefur farid lekk-
andi { Bandarikjunum, Bretlandi og i Evrépu
og hlutabréfamarkadir eru 4 nidurleid. G6du
fréttirnar fyrir fjarfesta eru par ad pegar
vextir hetta ad hekka, verd 4 skuldabréfum
haettir ad leekka, pd munu peir geta dvaxtad
peningalegar eignir sinar 4 skuldabréfamark-
adi par sem vextir verda hearri en sidustu
drin. En skuldabréfamarkadir eru ekki enn
komnir 4 pann stad.

Allt frd pvi ad dollarinn vard fordamynt
og leysti af breska pundid af hélmi fyrir um
hundrad drum hefur bandariski sedlabank-
inn rddid mestu um vaxtastig { heiminum.
Segja md ad dkvardanir hans sldi taktinn
fyrir adra sedlabanka. Pegar sd bandariski
haekkar vexti pd standa adrir sedlabankar
frammi fyrir pvi vali hvort peir fylgi peim
bandariska og hkki einnig vexti eda hakki
minna og hagar. Ef peir velja sidari kost-
inn og bandarisku vextirnir hekka meira
pa veikist gengi gjaldmidla peirra gagnvart
dollar og innflutningur hakkar { verdi sem

eykur malda verdbélgu. Fjirmagn fladir pd
inn { dollar sem einnig hefur slem 4hrif 4
innlent hagkerfi. Adrir sedlabankar neydast
pd til pess ad haekka vexti einnig, fylgja peim
bandariska.

Hakkandi dollaravextir hafa einnig
bein dhrif 4 pd adila, b2di rikissj6di og fyr-
irteki um allan heim, sem hafa tekid lan {
dollurum 4 breytilegum voxtum s{dustu drin
pegar vextir voru ldgir. N4 mun koma { ljés
hvar veikleikar { alpjédlega fjarmélakerfinu
eru faldir. Pegar dollaravextir voru sidast
hakkadir mikid { lok dttunda 4ratugarins
og byrjun pess nfunda vard fjérmélakreppa
{ Sudur Ameriku en Mexiké, Chile og
Argentina h6fdu tekid mikid af 6dyrum
dollaralinum 4rin 4 undan hjd bandariskum
bénkum. N getum vid bedid og vonad ad
ekki skapist mikil vandamal af vaxtahaekk-
ununum. Pad kemi samt frekar 4 évart ef
svo yrdi ekki. Vextir hafa verid ldgir sidustu
fjértdn drin, allt frd fjirmalakreppunni 4rid
2008, og skuldir fyrirtekja og rikissjéda
vaxid mikid. Par ber kannski hast miklar
lintokur nymarkadsrikja { dollurum.
Hakkun dollars verdur pd til pess ad hof-
udstéll pessara lina maldur { mynt vidkom-
andi landa stokkbreytist og vid batast herri
dollaravextir.

Hzerra orkuverd
Styrjoldin i Ukrainu hefur valdid heklkun
4 verdi 4 gasi sem er notad til hitunar og
einnig { framleidslu idnadi. Orkuskortur getur
mogulega ordid slikur { vetur ad skammta
purfi orku til heimila og fyrirtzkja. Pegar
petta er skrifad er ttlit fyrir ad ekki purfi ad
skammuta orku { Evrépu { vetur nema vetur-
inn verdi évenju hardur. Ef hins vegar fridur
kemst ekki 4 getur nasti vetur 4 eftir ordid
enn erfidari. Orkuverd verdur engu ad sidur
hdtt { vetur sem mun hafa neikvadi 4hrif 4
efnahag Evrépu.

Hakkun orkuverds hefur margskonar
4hrif 4 efnahag pjéda. Haekkun orkuverds
hefur 4hrif 4 visitolu neysluverds og verd-
bélgumalinguna, bedi beint vegna kostnadar
vid hushitun og ébeint { gegnum véruverd
vegna dhrifa 4 framleidslukostnad. Hin
felur einnig { sér frambodséfall sem veldur
samdreatti { frambodi 4 vérum og pjénustu.
Petta veldur einnig heekkun verdbélgu. Herra
orkuverd kallar pd 4 vaxtahakkanir sem
minnkar eftirspurn, eykur slaka i hagkerfinu
og kemur i veg fyrir spiral hekkunar verdlags
og launa sem erfitt geti reynst ad rdda. En
slikur spirall myndi kalla 4 enn herri vexti
og atvinnuleysi { framt{dinni.
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Harra orkuverd veldur pvi einnig ad
lifskjor versna og fleiri heimili eiga { erf-
idleikum med ad nd endum saman. Pad er
petta sem gengur undir nafninu ,cost-of-
living crisis“ { Bretlandi. Pessi krisa hefur
pad i for med sér ad erfite er ad hekka vexti
nagilega til pess ad nd innlendri verdbslgu
nidur, p.e.a.s. peirri verdbélgu sem hefur
ordid til innanlands og stafar ekki beint
af hekkun orkuverds, vegna pess ad vaxta-
hakkanir hekka vaxtabyrdi hdsnzdisldna
sem valda enn meiri kostnadarhakkunum
fyrir heimili med medfylgjandi éréa {
stjérnmdlum.

Aukin 6vissa og
heettuastand i Evrépu

Nt 4 haustmdnudum er hatta 4 ad styrjoldin
i Ukrainu breidist tt. Gasleidslur { Eystrasalti
hafa verid skemmdar og bzdi Noregur og
Bretland hafa aukid vidbtnad sinn til pess
ad verja nedansjdvarleidslur og kapla. Slike
4stand eykur dvissu { efnahagslifinu og er
liklegt til pess ad hamla fjdrfestingu og auka
sparnad heimila sem minnkar eftirspurn og
dypkar samdrétt { Evrépu.

Innlend hagstjorn

Landid okkar stendur betur en Evrépurikin
vegna innlendrar orkuframleidslu. Sem neyt-
endur (en ekki Landsvirkjun!) njétum vid
pess nt ad vera ekki tengd vid orkukerfi
Evrépu. Badi rafmagn og hiti kosta litid
{ samanburdi vid pad sem evrépsk heim-
ila purfa ad greida fyrir orkuna. En hdcc
orkuverd { Evrépu skerdir engu ad sidur
lifskjor hér 4 landi { gegnum haerra verd 4
innflutningi.

Innanlands er eftirspurn mikil og spenna
d vinnumarkadi getur haft { for med sér 6frid
i vetur. Framleidsla er meiri en framleidslu-
geta hagkerfisins. Framleidsla er pannig yfir
peirri framleidslu sem gefur stédugt verd-
lag. Verdbdlga er nt 9,3% og stafar ekki
einungis af hekkun fasteignaverds heldur
einnig af pvi ad verd 4 innlendri framleidslu,
t.d. pjonustu, hefur hakkad hratt. Pannig
hefur verd 4 almennri pjénustu haekkad um
6,6% sidustu 12 mdnudi og verdbdlga dn
hasnadis er 7,0%. Verdbdlguventingar 4
skuldabréfamarkadi er vel yfir verdbélgu-
markmidi eda 4,24%.

Ukrainustridid hefur hingad til bt
vidskiptakjor Island, Gtflutningur haekkad
meira { verdi en innflutningur. Petta stafar
af pvi ad verd 4 atfluttum sjdvarafurdum,
einkum til Bretlands, hefur hekkad mikid

i vegna vidskiptabanns 4 Russland. Haekkun
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4 innflutningsverdi hefur hins vegar
ryrt lifskjér almennings. Pannig verdur
styrjoldin il pess ad flytja tekjur frd
neytendum til fyrirtekja { sjévarttvegi.
Gengisdhrif vega aftur 4 méti pessum
dhrifum ef og pegar gjaldeyristekjurnar
koma inn { landid og hekka gengi krén-
unnar sem vegur pd 4 méti verdhakkunum
4 innflutningi.

Hér 4 landi sem annars stadar hafa
vextir hakkad sidustu ménudi. Sidan peir
nddu ldgmarki i lok drs 2020 hafa peir
hakkad um 5 présentustig og merki eru
um ad pessi vaxtahekkun dsamt 6drum
adgerdum Sedlabankans hafi ndd ad sld 4
penslu 4 husnadismarkadi og mogulegt er
ad innlend verdbélga hafi nd ndd himarki.

Pad er vid pessi skilyrdi mikillar dvissu
sem peningastefnunefnd Sedlabankans
4kvad ad stiga varlega til jardar og hekka
vexti um 25 punkta { pessari viku. St
stefna var tekin fyrr 4 drinu pegar verd-
bélga fér 6rt vaxandi ad taka sterri skref
{ upphafi vaxtahekkunarferlisins til pess
ad sld sem fyrst 4 innlenda eftirspurn og

verdboélguprysting { stad ad taka mérg
smerri skref yfir lengri tima.

AJ lokum petta. Mikilvegt er ad koma
4 6dyru innlendu greidslukerfi sem ekki
er unnt ad rjifa med pvi ad skemma pd
nedansjévarstrengi og kapla sem fjarskipti
okkar vid umheiminn fara um. Pad var
bent 4 pad fyrir rimum premur 4rum ad
greidslukerfid hér 4 landi veeri berskjaldad
fyrir pvi ad pessir strengir varu eydilagdir.
Nu hefur styrjsld brotist ut og gasleidur
i Eystrasalti verid sprengdar. Bretland og
Noregur hafa gripid til adgerda til pess
ad vernda nedansjdvarstrengi og leidslur.
Pad er illskiljanlegt af hverju eftir prju
4r hefur ekki tekist ad koma 4 innlendri
greidslumidlun eins og peirri sem var il
{ fjdrmélakreppunni 4rid 2008 og skipti
skdpum pegar vidskipti vid erlenda banka
stodvudust. A stridstimum verdur ad hafa
hradann & M

Der skodanir sem koma fram i pessari grein
eru hifundar og endurspegla ekki skodanir
annarra nefndarmanna i peningastefnunefnd.

framb. af bls. 2

Og spillingin 4 Sri Lanka var litlu
meiri en 4 Indlandi og miklu minni en {
Bangladess og Pakistan eins og fram kemur
4 mynd 4. Myndin synir spillingarvisi-
t6lu Transparency International sem atti
kannski heldur ad heita gegnsaisvisitala og
ner frd 0 { gerspilltum londum upp i 100 {
16ndum par sem engrar spillingar sem ord
er 4 gerandi verdur vart.

Pad flekir mélid ad hrun gerir ekki
alltaf bod 4 undan sér eins og pad gerdi p6
4 Tslandi 2006-2008. Hitt er algengara ad
allt virdist vera med felldu par til hrunid
skellur 4. Pad stafar af pvi ad mikil umsvif
kndin é4fram af skuldaséfnun erlendis
blinda ménnum svo syn ad peim virdist
allt leika { lyndi par til skyndilega reynist
ekki vera til laust fé heima fyrir { erlendum
gjaldeyri til ad standa skil 4 skuldum.
Einmitt pannig lysti Ernest Hemingway
gjaldproti { einni bok sinni: Pad gerist
fyrst hagt og rélega og sidan gerist pad
skyndilega.

Velgengni { efnahagsmdlum villir oft 4
sér heimildir. Menn halda dfram ad safna
skuldum til ad reyna ad halda andlitinu
pangad til peir geta ekki lengur stadid {
skilum. Petta 4 ymist vid um stjérnvéld
eda cinkageirann nema hvort tveggja sé.
Einmitt petta gerdist 4 Sri Lanka 2021 like
og 4 Islandi 2006-2008. Sti Lanka er ni {
gergzzlu 4 vegum AGS likt og Tsland var
2008-2011. Islandi kst ad rifa sig upp
ur 6ldudalnum og pad mun Sri Lanka
einnig takast. Yfirleitt tekur afturbatinn, !

p-e. endurheimt fyrri st6du, 4tta til niu 4r
like og gerdist 4 Tslandi.

Vergar skuldir rikissjéds Sri Lanka { 4rs-
lok 2021 ndmu 109% af landsframleidslu
og stefna herra. Til samanburdar ndmu
vergar skuldir rikissj6ds [slands 110% af
landsframleidslu { lok hrundrsins 2008, féru
hast i 138% { drslok 2011 og ndmu 75%
{ drslok 2021 (heimild: AGS). Rikissjédur
[slands komst ekki  prot { hruninu, AGS
og Nordurlnd sdu til pess. Sri Lanka samdi
nylega vid AGS um ldn og rddstafanir til
ad geta stadid skil 4 skuldum rikisins. Légir
og stundum engir vextir sidustu 4r hafa
gert {slenzka rikinu kleift ad velta skuldum
sinum 4 undan sér vid lithum sem engum
eda jafnvel minni en engum tilkostnadi.
Ldgir sem engir vextir dugdu Sri Lanka p6
ekki til ad komast hjd kreppu.

Reynslan hefur kennt ménnum ad
vergar skuldir skipti jafnan meira mdli en
hreinar skuldir par ed eignirnar sem menn
kaupa sér med ldnsfé geta reynzt 6tryggar
eins og raunin vard 4 [slandi { hruninu.
Sama 4 vid um einkaskuldir sem ridu bagga-
muninn { hruninu 4 Tslandi en ekki 4 Sri
Lanka pvi par var pad rikid sem reisti sér
hurdards um &6xl.

Efnahagshrun er @vinlega daudans
alvara. Londin risa ad visu alltaf upp aftur
ad dtta til nfu 4rum lidnum, stundum
fyrr, stundum sidar, en eftir situr 6baettur
skadi peirra sem misstu mikils, stundum
vinnuna, stundum heimili sin, stundum
alle. Wi
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Aodrir salmayx

Er Credit Suisse

neestur?
reidslufoll eru 4 leidinni® og
- ,Credit Suisse er nzstur® eru

fullyrdingar sem finna md 4 umradu-
vefum internetsins. Péte slikar full-
yrdingar geta seint talist til dreidanlegra
heimilda, endurspegla par dhyggjur
sem dvelja yfir fjarmalamérkudum um
pessar mundir. Sidastlidinn féstudag
urdu verdhakkanir 4 skuldatryggingum
gefnar Gt af svissneska bankanum Credit
Suisse, en slikt bendir til ad fjarfestar séu
dhyggjufullir um fjarhagsstédu bankans.
Einnig hefur breska pundid n4d nyjum
lzgdum eftir veegast sagt undarlegt ttspil
nyju rikisstjérnarinnar { skattamdlum og
i kjolfar pess hefur sedlabanki Bretlands
purft ad stiga inn 4 skuldabréfamarkad
til ad koma i veg fyrir greidslufoll lifeyr-
issj6da par { landi.

Credit Suisse 4tti sinn stad medal
fremstu fjdrmdlastofnanna heims sem
varla 4 p6 vid lengur. Eftir fjolda mis-
taka { stjérn bankans sidastlidin dr hefur
markadsvirdi hans haldid 6ruggri sigl-
ingu nidur 4 vid. Nt pegar rédur fer ad
pyngjast med herri styrivoxtum verda
dhyggjur meiri.

Astandid { Bretlandi hefur adeins
kynt undir peer dhyggjur. [ kjslfar despils
bresku rikisstjérnarinnar eru dform um
ad styrivextir par { landi munu purfa
hakka enn meir en var upphaflega lagt
til med. Hdir styrivextir hekka m.a.
vexti fasteignaldna og auka par med
greidslufallslikur heimila. Ef greidslufall
verdur { hronnum 4 slikum l4num munu
Snnur verdbréf tryggd med fasteignavedi
falla { verdi. Seinast pegar slikt gerdist
var pad 4rid 2008 og olli falli bankans
Lehman Brothers en stédu Credit Suisse
i dag hefur einmitt verid likt vid dstand
pess tima.

Fjdrhagsstada banka 4 vid Credit
Suisse er b6 mun sterkari nd en 4rid
2008 vegna strangara regluverks banka.
Nt eru t.d. skuldir Credit Suisse sex
sinnum meiri en eigid fé sem telst frekar
ldgt { sdgulegum skilningi en t.a.m. var
sama hlutfall Lehmen Brothers yfirleitt
um 30 til 60 4 méti 1. A timum sem
pessum er ekki annad hagt en ad vona
ad petta nyja regluverk dugi til ad halda
okkur frd 6dru bankahruni.

Ritstjéri: Emil Dagsson

Abyrgdarmadur: Eyrin Magntsdéttir

Utgefandi: Kjarninn midlar ehf.,

Fiskisl6d 31 B, 101 Reykjavik

Simi: 551 0708 Netfang: visbending@kjarninn.is
Prentun: Umslag

Oll réttindi 4skilin.

© Ritid m4 ekki afrita 4n leyfis Gtgefanda.



SEDLABANKI ISLANDS

Peningamalafundur Vidskiptarads

Asgeir Jonsson 24. névember 2022
Sedlabankastjori

| ]
Faraldur, strid og slitnar framleidslukedjur

Fjérir reidmenn démsdags — Plagan, hungursneid, strid og landvinningar. A toppi myndarinnar er lambid
Titill myndar: Four horseman of apocalypse. Hofundur:Viktor Vasnetsov.
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Aftur heim i hérad —

» Alpjodavaedingin er ad snuast vid - idnadur ad flytjast aftur heim til vesturlanda.
> Ahersla & afhendingaroryggi — faera framleidslukedjur naer markadinum.

» Fyrirtaeki reyna ad framleida sjalf, eda i Iondum sem liggja landfraedilega nalaegt og/eda eru
hluti af hinu vestraena pjédabandalagi.

» Mikill vinnuaflsskortur a vesturlondunum — ny storf i i@nadi munu draga Ur misskiptingu i
tekjum en jafnframt valda verdbdlguprystingi.

» Brattar haekkanir a styrivoxtum helsta sedlabanka heimsins hafa leitt til endurmats a
adhaettu 4 fjarmalamarkadi.

Frambodid gat ekki haldid i vid eftirspurn eftir Covid

Verdbodlga, 12 manada breyting (%) pjodarutgjold, breyting & milli dra (%)
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Hradur efnahagsbati 4 Islandi — eftirspurn mjog fljot
ad taka vid sér

Einkaneysla og visbendingar

Utflutningur voru og pjénustu (ma.kr)
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Uflutningstekjur hafa ekki haldid i vid innflutning

% af landsframleidslu
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Heimildir: Hagstofa [slands, Sedlabanki islands.
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Raungengi launa hefur lika haekkad verulega

Visitala 2005=100 Visitala 2005=100
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Haekkun fasteignaverds — en an lanabdlu

Fasteignaverd, breyting milli ara (%)
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Nytt husnaedislanakerfid byggt a nafnvoxtum hefur beaett
midlun peningastefnunnar

Tegund vaxta fasteignaldna til neytenda (%) Utlan lanakerfis, breyting fra fyrra éri (%)
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Sedlabankinn eykur adhaldid

Meginvextir %
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Heimildir: Hagstofa fslands, Sedlabanki fslands

Vid setlum okkur ad na verdbdlgu aftur i markmio

Verdbdlguspé og dvissumat, breyting fra fyrra ari (%)
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Hvad er framundan

> Utlit er fyrir samdratt & naesta 4ri — beggja vegna Atlantshafsins. Orku&flun Evrépu er
oll i dvissu — Oll alfan treystir a gas fra Siberiu.

> {sland mun verda fyrir neikveedum ahrifum — pad er erfitt ad sja fyrir sér mikla
lifskjarasokn & naesta ari ef helstu vidskiptalond okkar fara i kreppu.

» Mjog mikilvaegt ad halda ytra jofnudi landsins i jafnvaegi — pad er éradlegt ad fara inn i
ovissutima med mikinn vidskiptahalla. Vid purfum ad hemja innlenda eftirspurn.

> Lengra fram litid — eru breytingar i alpjédavidskiptum ad gagnast islandi. Og 6rugg
green orka er gulls igildi.

Haekkun nafnlauna leidir ekki alltaf til haekkun kaupmattar

Breyting fra fyrra ari (%)

15

10

-10
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B Aukninga kaupmattar Verdbdlga ==Nafnlaun ==Raunlaun
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Samvinna naudsynleg til ad tryggja lifskjor

Islenska pjédin parf

» Litla verdbdlgu

» Hagstae0da vexti

» Stodugan gjaldeyrismarkad

» Stodugan husnaedismarkad

» Stodugan og traustan fjarmalamarkad

Sedlabankinn hefur baedi vilja og getu til pess ad tryggja pessi almannagadi en
allir verda ad spila med

Takk fyrir
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Um vaxtaakvoroun 23 november

3 Gylfi Zoega
hagfrediprifessor vid HT

eningastefnunefnd Sedlabankans
thkkaéi vexti { sidustu viku um 0,25
présentur, ar 5,75% i 6%. Eftir pessa
hakkun hafa meginvextir bankans hekkad
um 5,25% frd midju 4ri 2021 pegar ndver-
andi vaxtahakkunarferli héfst. Vextir eru

nt 25 punktum herri en peir voru 4 toppi
uppsveiflunnar 4rin 2015-2016.

Asteedur vaxtahsekkunar
Peningastefnunefnd dkvad ad hakka vexti
vegna mikillar og vaxandi innlendrar eftir-
spurnar sem hefur m.a. komid fram { spennu
4 vinnumarkadi, 6rt heekkandi fasteignaverdi
og halla 4 vidskiptum vid adénd. Vaxta-
hakkununum er tlad ad sl 4 pennan voxt
eftirspurnar til pess ad bankinn ndi verd-
bélgumarkmidi sinu til medallangs tima.

Orsakir mikillar innlendrar eftirspurnar
eru nokkrar. Sparnadarhlutfall heimila hefur
leekkad (pétt pau séu enn ad spara) og aukid
einkaneyslu til muna. Pannig er greidslu-
kortavelta ad vaxa um um pad bil 11% 4 4rs-
grundvelli og einkaneyslan um 11,5% 4 fyrsta
drsfjordungi Fjdrmunamyndun atvinnuvega
fer einnig 6rt vaxandi, um 15% 4 4rsgrund-
velli. Vid petta beetist ad ferdapjonusta er ért
ad taka vid sér. Fjoldi gistinotta er bainn ad
nd sama stigi og fyrir COVID farséttina og
erlendum ferdamoénnum fer ért fjdlgandi.
Vidskiptakjor hafa batnad vegna pess ad verd
4 tflutningi hefur hekkad meira en verd 4
innflutningi.

Spenna 4 vinnumarkadi hefur aukist og
mérg fyrirtaeki skortir starfsfélk. Atvinnuleysi
er um 4% og fj6ldi vinnustunda hefur aldrei
verid meiri. Mikill fjoldi erlendra rikisborgara
hefur flutt til landsins 4 pessu 4ri sem er enn

smynd: Birgir PGr Hardarson.

Mynd 1 Verdbdlga a arsfjérdungi fram i oktober 2022

Verdbdlga & ymsa malikvarda
Jandar 2016 - oktéber 2022
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eitt merkid um kréftuga innlenda uppsveiflu.
Verdbélga hefur farid 6rt vaxandi frd

lokum 4rs 2021. Htn melist ntd 9,3% en — VNV —— Samraeemd visitala neys|uver65
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fmal sem, er 2,5%. Verab?lgan er .:16 hluta Heimildir: Hagstofa [slands, Sedlabanki Islands.

innflutt { gegnum herra innflutningsverd !
Gylfi Zoega ttskyrir Umrdan hefur um Asta Dis Oladéttir fer : Hvada efnahagslegu
4stedur sem liggja ad margt verdi 4 villigot- yfir pau tekiferi sem 4hrif fylgja mannfjélda-
baki seinustu styrivaxta- um og gott er ad hafa  : felast { starfspjalfun : feekkun nyja manntals-
haekkunar nokkur atridi { huga ins?
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i verdbolgu felst
skattheimta a pa
sem eiga peninga-
legar eignir...
Munid ad lang-
staersti fjdrmagns-
eigandi landsins eru
launpegar sem eiga
lifeyrissjodina sem
nu hafa eignir
upp a teeplega
6000 milljarda

4 neysluvérum og adféngum en innlendir
pattir hafa einnig hakkad { verdi. Hun er
tekin ad breida tr sér, nd yfir sifellt fleiri
lidi neysluverdsvisitslunnar. Fasteignir hafa
hakkad um tep 22% og laun um 8% sid-
ustu 12 mdnudi. Verdbdlguventingar eru
yfir markmidi.

Mikill véxtur innlendrar eftirspurnar
hefur aukid innflutning 4 vorum og pjén-
ustu og er nd svo komid ad afgangur 4
pjénustujofnudi nar ekki ad greida fyrir
halla 4 voruskiptajéfnudi, pad er halli 4 vid-
skiptum vid ttlond. Pessi halli hefur valdid
gengislekkun krénunnar sidan { sumar. Par
fer saman vidskiptahalli og erfidari fjdr-
mognun hans 4 alpjédlegum fjarmédlamérk-
udum vegna vaxtahzkkana Bandarikjanna
og samdrdttar peningamagns.

Mynd 2 synir meginvexti Sedlabankans
frd byrjun 4rs 2009 til 4gdstloka 2022.
Ljést er af myndinni ad vextir eru ekki
fjarri medallagi sidustu 4ra péte verdbdlga
sé mun meiri. Peningastefnan og stefna {
rikisfjdrmdlum vinna um pessar mundir
saman ad pvi ad hegja 4 aukningu eft-
irspurnar. Halli 4 rekstri rikissjéds fer
minnkandi 4r frd 4ri. Hann var yfir 8%
af VLF 4rid 2020 og verdur innan vid 4%
4 pessu dri.

Ahrif vaxtahsekkunar
a verdboélgu
Herri vextir hafa dhrif 4 verdbélgu med
pvi ad hzgja 4 innlendri eftirspurn. Ahrifin
koma m.a. { gegnum vaxtafarveg peninga-
stefnunnar og gengisfarveg hennar. Vaxta-
hakkanirnar, 4samt reglum um hdmarks
greidslubyrdi, eru pegar byrjadar ad sl 4
hakkun fasteignaverds sem mun smdm
saman draga 4r umfangi byggingafram-
kvemda. Minni framkvaemdir verda pd til
pess ad minnka innlenda eftirspurn. En
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Mynd 2 Meginvextir Sedlabanka islands, 1. jan. 2009-19. aglst 2022
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Mynd 3 Vaxtagjold heimila vegna ibidalana 2003-20221

% af radstofunartekjum

1. Vaxtagjold fyrir arid 2022 eru aaetlud ut fra voxtum og stofni ibtidlana til heimila.
Radstofunartekjur fyrir arid 2022 byggjast 4 grunnspa Sedlabankans.

Heimildir: Hagstofa [slands, Sedlabanki islands.

lzegra fasteignaverd getur einnig ordid til
pess ad einkaneysla vaxi hegar pegar heimili
fara varlegar vegna pess ad verd 4 hisnadi
hefur lekkad, allavega hzkkad minna en
annad verdlag og laun. Petta er hluti af
vaxtafarvegi peningastefnunnar.
Gengisfarvegurinn er ekki sidur mikil-
vaegur. Vegna erfidra alpjédlegra fjarmala-
markada hefur pad reynst innlendum
fjarmélastofnunum erfidara en 4dur ad afla
lénsfjdr sem er naudsynlegt til pess ad fjdr-
magna vidskiptahallann. Afleiding hallans
verdur pd lekkun 4 gengi krénunnar sem
sidan hakkar verd 4 innflutningi og eykur
innlenda verdbélgu. Pegar vaxtahakkanir sld
4 innlenda eftirspurn og minnka innflutning
b4 verdur pad til pess ad gengi krénunnar
leekkar minna eda hakkar sem hjdlpar til
vid ad nd innlendri verdbdlgu nidur. Einnig
hafa heerri innlendir vextir { for med sér ad
innlendir adilar hafa minni hvata til pess
ad flytja fjdrmagn ut landi sem sémuleidis
styrkir krénuna. Haerra gengi krénunnar
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verdur svo til pess ad vid kaupum meira
erlent, ferdumst oftar til Gtlanda, sem
minnkar innlenda eftirspurn en 4 moéti vegur
aukinn vidskiptahalli.

Um opinbera umraedu

um vaxtahsekkun
Pvi hefur verid haldid fram ad 25 punkta
haekkun vaxta hafi ekki 4tt réee 4 sér vegna
pess ad med huin hafi komid kjarasamningum
i uppndm. Sumir adilar vinnumarkadar hafa
einnig sagt ad laun purfi ad haekka til pess ad
beta launpegum upp minni kaupmdtt vegna
aukinnar greidslubyrdi Idna. Umradan hefur
um margt verid 4 villigotum. Gott er ad hafa
eftirfarandi { huga:

Pad er verkefni peningastefnunnar ad
sjd til pess ad peningar haldi verdgildi sinu,
ad verdlag sé stodugt. Petta er gert til pess
ad peningar, { okkar tilfelli krénan, geti
betur gengt hlutverki sinu { vidskiptum
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March 27,2001

Declaration on inflation target and a change in the exchange rate policy

(From March 27, 2001 — as amended by agreement between between the Prime Minister of
Iceland and the Board of Governors of the Central Bank of Iceland on November 11, 2005,
cf. Press release no. 35/2005)

On March 27, 2001 the Prime Minister and the Governors of the Central Bank of Iceland
signed a declaration on changes in the framework of monetary policy in Iceland. The
declaration is as follows:

The Government of Iceland and the Central Bank of Iceland have decided the following
changes in the framework of monetary policy in Iceland, effective March 28, 2001:

(1) The main target of monetary policy will be price stability as defined below. The Central
Bank shall also promote financial stability and the main objectives of the economic policy of
the Government as long as it does not deem it inconsistent with the Bank’s main objective of
price stability.

(2) Rather than basing monetary policy on keeping the exchange rate within a fluctuation
band, the Central Bank will aim at keeping inflation within defined limits as specified below.

(3) The change described above implies that the fluctuation limits for the krona are
abolished. Nevertheless, the exchange rate will continue to be an important indicator in
theconduct of monetary policy.

(4) The Government grants full authority to the Central Bank to use its instruments in
orderto attain the inflation target.

(5) Later this week, the Government will submit to Parliament a bill on a new Central Bank
Act which, once enacted, will legally confirm the decisions described above on making price
stability the main objective of monetary policy and on the independence of the Central Bank
to use its instruments.

(6) The inflation target of the Central Bank will be based on 12-month changes in the
consumer price index as calculated by Statistics Iceland. Statistics Iceland will also be asked
to calculate one or more indices which may be used to assess the underlying rate of
inflation,as will be further agreed between the Central Bank and Statistics Iceland. The
Central Bank will take note of such indices in its assessment of inflation and in the
implementation of monetary policy.
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(7) The Central Bank will aim at an annual inflation rate of about 2 per cent.

(8) If inflation deviates by more than 1'% percentage point from the target, the Central Bank

shall bring it inside that range as quickly as possible. In such circumstances, the Bank will
beobliged to submit a report to the Government explaining the reasons for the deviations
from the target, how the Bank intends to react and how long it will take to reach the inflation
target again in the Bank’s assessment. The report of the Bank shall be made public.

(9) The Central Bank shall aim at attaining the inflation target of 2}% percent not later than
bythe end of 2003. In the year 2001, the upper Declaration on inflation target and a change
in the exchange rate policy limit for inflation shall be 3% percentage points above the
inflation target but 2 percentage points above it in the year 2002. The lower limit for
inflation will always be 1'4 percentage point below the inflation target. Should inflation
move outside the target range in 2001 and 2002, the Bank shall respond as set out in item 8
above.

(10) Despite the elimination of the fluctuation limits for the krona, the Central Bank will
intervene in the foreign exchange market if it deems such action necessary in order to
promote the inflation objective described above or if it thinks that exchange rate
fluctuationsmight undermine financial stability.

(11) The Central Bank shall publish inflation forecasts, projecting inflation at least two
yearsinto the future. Forecasts shall be published in the Bank’s Monetary Bulletin. This
shall also contain the Bank’s assessment of the main uncertainties pertaining to the inflation
forecast. The Bank shall also publish its assessment of the current economic situation and
outlook.

[Amended text by agreement between the Prime Minister of Iceland and the Board of
Governors of the Central Bank of Iceland on November 11, 2005]

(12) The Central Bank shall in its publications explain how successful it is in implementing
the inflation target policy. The Governors will also report to the Minister, the Government
and committees of the Parliament on the policy of the Bank and its assessment of current
economic trends and prospects.
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