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Monetary Policy Committee

Report to Parliament
14 January 2022

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 17 November 2021. The following report
discusses the work of the Committee between July and
December 2021.

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%, 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 2021.

Developments from July to December 2021

At its meetings in August and October, the MPC decided
to raise the Bank's key rate by 0.25 percentage points
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Table 1. Central Bank of Iceland interest
rate decisions H2/2021 (%)

Seven-day
Current term  Collateral- Overnight
Date accounts deposits  ised loans loans
25 August 1.00 1.25 2.00 3.00
6 October 1.25 1.50 2.25 3.25
17 November 1.75 2.00 2.75 3.75

Chart 1

Central Bank of Iceland key interest rate'
Daily data 3 January 2001 - 31 December 2021
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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.




each time, as inflation had proven more persistent than
previously assumed and it appeared that it would take
longer to bring inflation back to target. Furthermore,
there was the risk that elevated global inflation, supply-
chain disruptions, and domestic wage rises would cause
inflation to remain high, potentially leading to a further
rise in inflation expectations. Moreover, economic
activity had rebounded strongly and there were signs of
a continued robust recovery of domestic demand. When
the new macroeconomic forecast was available at the
time of the MPC's November meeting, the GDP growth
outlook for 2022 had improved, but the inflation outlook
had deteriorated somewhat, and long-term inflation
expectations had risen by some measures. As a result,
the Committee decided to raise the key rate by another
0.5 percentage points so as to minimise the risk that
inflation would prove even more persistent and inflation
expectations would become unmoored from the target.
The Bank's key rate was therefore 2% at the end of
2021, or 1 percentage point higher than at mid-year,
when the Committee sent its last report to Parliament.’
Even so, it was still 0.75 percentage points lower than
in February 2020, when the pandemic reached Iceland.

In terms of the Central Bank's real interest rate, the
monetary stance tightened in tandem with the Bank's
nominal rate increases over the course of the year. In
terms of the average of various measures of inflation
and one-year inflation expectations, the Bank's real rate
was -2.1% at the end of 2021, or 0.4 percentage points
higher than at the end of June. The real rate in terms of
twelve-month inflation rose by 0.2 percentage points
over the same period, to -2.9% at the end of the year.

Nominal Treasury bond yields continued to rise
as the year progressed, after declining temporarily
during the summer. The yield on ten-year nominal
Treasury bonds was 4.2% at the end of December,
after increasing by 0.6 percentage points since end-
June and 1 percentage point since the end of December
2020. Long-term indexed rates fell slightly during the
year, however. The yield on indexed ten-year Treasury-
guaranteed bonds was 0.7% at the end of December,
0.2 percentage points lower than at mid-year.

At its August meeting, the MPC decided that the
Bank should discontinue purchasing Treasury bonds
in the secondary market. The Committee was of the
view that the purchases had been successful and had
prevented a rise in long-term yields when the pandemic

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 monetary
stance. At present, this is the interest rate on seven-day term deposits with
the Central Bank.

Chart 2

Real Central Bank of Iceland interest rates’
January 2010 - December 2021
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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.
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Government-guaranteed bond yields’
2 January 2013 - 30 December 2021
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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.
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struck and fiscal uncertainty was high. Committee
members also agreed that this policy instrument should
remain available so that it could be activated if conditions
warranted its use. From the onset of the pandemic, the
Bank bought Treasury bonds in the secondary market in
the amount of 22.6 b.kr.

Annual growth in M3 lay in the 8-9% range in
H2/2021 and remained relatively stable during the year,
after surging in H2/2020. Annual growth in lending to
households is still significant, measuring about 11% in
H2/2021. Mortgage lending rates rose relative to H1,
following the Bank's rate hikes. Interest rates on corpora-
te loans rose as well, but in terms of the deposit rates
offered to businesses, credit spreads are still reasonably
low in comparison with recent years. The stock of cor-
porate loans to nearly all sectors contracted during the
year despite increased economic activity.

Inflows of capital for new investment totalled 6.6
b.kr. in H2/2021 and were due almost exclusively to
purchases of listed equities and Treasury bonds. Over
the same period, outflows of capital previously imported
for new investment totalled 15.9 b.kr., most of it due
to sales of listed shares. Net outflows relating to new
investment therefore totalled 9.4 b.kr. in H2/2021, as
compared with 50.4 b.kr. in H1/2021.

Despite a strong rebound in tourism, the kréna
depreciated this past summer, but some outflows — due
to new investments and the pension funds’' foreign
currency purchases — continued. The kréna began to
appreciate again in November, but relative to the trading
partner average, it weakened by 2.3% in H2/2021, and
at that time it was still roughly 6% weaker than in late
February 2020, when the COVID-19 pandemic spread
to Iceland. The Central Bank has intervened relatively
little in the foreign exchange market since the last report
was sent to Parliament, as the market has appeared well
balanced. In H2/2021, the Bank sold foreign currency
for 7.2 b.kr. and purchases amounted to 4 b.kr. The
Bank's activity accounted for about 8% of total foreign
exchange market turnover during the period.

Inflation remained high in H2, and the outlook
deteriorated from June onwards. Inflation measured
5.1% in December, up from 4.3% in June, when the
last report was sent to Parliament. In Q4, inflation
averaged 4.8%, slightly above the forecast published
in the November Monetary Bulletin. Inflation excluding
housing was 3.3% in December and had declined since
June. Underlying inflation measured 4% in December,
according to the average of various measures. It declined
as the second half of the year progressed but rose again
at year-end.

Monetary Policy Committee Report to Parliament

Chart 4

Capital flows due to registered new investments’
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Source: Central Bank of Iceland.

Chart 5
Exchange rate and volatility of the krona
Daily data 4 January 2010 - 31 December 2021
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1. Price of foreign currency in terms of the kréna. Inverted axis shows a stronger
kréna as a rise. 2. Volatility is measured by the standard deviation of daily changes in
the past 3 months.

Source: Central Bank of Iceland.
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Various measures of inflation
January 2015 - December 2021
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The increase in house prices was the main driver
of inflation in the last three quarters of 2021, and in
December, just under half of headline inflation was
attributable to the housing component of the CPI. The
cost of owner-occupied housing had risen by 13.3%
in the previous twelve months, up from a year-on-
year increase of 7.5% in June. Furthermore, house
prices nationwide had risen by just under 16% in the
previous twelve months, although real mortgage interest
expense pulled in the opposite direction. Increased petrol
prices have also been a factor, as global oil prices had
become higher by November than before the pandemic
struck. The impact of the depreciation of the kréna on
imported goods prices has tapered off in recent months,
and imported inflation has subsided. As of December,
imported goods prices had risen 2.9% over the previous
twelve months.

According to the forecast in the November
Monetary Bulletin, inflation looks set to remain above
4% for longer than previously anticipated, and not to
fall below 3% until Q4/2022. The bleaker inflation
outlook is due in particular to a poorer initial position and
higher imported inflation. Global inflation has increased
considerably, oil prices have risen more than previously
expected, and the effects of supply-chain bottlenecks
appear likely to persist longer than previously assumed.
Furthermore, in Iceland, a positive output gap is expected
in the next two years, and wages and house prices are
projected to rise more than previously forecast.

Short-term inflation expectations have been affect-
ed by the fact that inflation has been more persistent
than previously assumed, and most measures of one-
and two-year expectations have risen since June 2021.
Expectations vary, as market agents expect inflation to
be at target in two years, while corporate executives and
households project it at 3% and 4%, respectively.

Surveys showed that in December, long-term infla-
tion expectations were broadly the same as at the time
the last report was sent to Parliament. Market agents still
expect inflation to be close to the target, on average, in
the long run, while households and corporate executives
expect it to average 3-3.5% over the next five years.
The breakeven inflation rate in the bond market rose
in H2/2021, however, and the five-year breakeven rate
five years ahead was 3% at the end of December, or
approximately 0.5 percentage points higher than when
the last report was sent to Parliament.

At the MPC's November meeting, members agreed
to take a larger step in raising interest rates, as inflation
had been more persistent and the inflation outlook had
deteriorated. Furthermore, the labour market was recov-
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ering strongly, unemployment had declined, and the
outlook was for wage cost increases in the coming term
to be larger than previously assumed. It emerged in the
discussion that there was the risk that higher imported
inflation would push domestic inflation upwards; for
instance, through further rises in the price of services.
The Committee therefore considered it important to act
decisively so as to minimise the risk that inflation would
turn out even more persistent and inflation expectations
would become unmoored from the target. The MPC
reiterated that it would apply the tools at its disposal to
ensure that inflation eases back to the target within an
acceptable time frame.

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

Asgéir Jonsson
Governor of the Central Bank of Iceland and Chair of the

Monetary Policy Committee
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No. 19/2021
25 August 2021

Statement of the Monetary Policy Committee
25 August 2021

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 1.25%.

The economic outlook has improved since the Bank’s last forecast.
According to the new macroeconomic forecast, published in the August
Monetary Bulletin, the outlook is for GDP growth to measure 4% this
year, some 0.9 percentage points above the May forecast. The
improvement is driven mainly by tourist arrivals, which have increased
more rapidly this summer than was previously expected.
Unemployment has subsided more than previously forecast, although it
remains high, and the slack in the economy has narrowed more quickly.

A large share of the population is now vaccinated against COVID-19.
Even so, case numbers have risen once again, and there is still some
uncertainty about the path the pandemic will take, owing to the
increased spread of the Delta variant of the virus. Furthermore, the
impact of temporary supply chain disruptions abroad, which have
pushed manufacturing and distribution costs upwards all over the world,
could persist longer than previously anticipated.

Inflation measured 4.4% in Q2/2021 but was 4.3% in July. Overall
inflationary pressures appear to be subsiding, particularly according to
underlying inflation, but nevertheless remain relatively high. The rise in
inflation expectations earlier this year seems to be reversing. According
to the Central Bank’s forecast, however, the outlook is for inflation to
ease somewhat more slowly than was projected in May. It is expected
to remain above 4% through the year-end but align with the target in
H2/2022.

The MPC will apply the tools at its disposal to ensure that inflation eases
back to the target within an acceptable time frame.
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No. 25/2021
6 October 2021

Statement of the Monetary Policy Committee
6 October 2021

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 1.5%.

According to preliminary national accounts figures, GDP growth was
slightly weaker in H1/2021 than was forecast in the August Monetary
Bulletin. Growth in domestic demand was well in line with the Bank’s
forecast, however. Indicators imply a continued strong domestic
economic recovery in Q3, and the GDP growth outlook for 2021 as a
whole is broadly unchanged.

Inflation rose to 4.4% in September. The contribution from the housing
component continued to increase, and housing accounted for a large
share of headline inflation in September. Underlying inflation continued
to ease, however, although it remains significant. On the other hand, the
impact of temporary supply-chain disruptions, which have pushed
manufacturing and distribution costs upwards all over the world, could
persist longer than previously anticipated.

Although underlying inflation is declining, there is cause for concern in
that inflation expectations appear to have begun rising again. It is too
soon, however, to say whether they are becoming less firmly anchored
to the inflation target.

The MPC will apply the tools at its disposal to ensure that inflation eases
back to the target within an acceptable time frame.

Monetary Policy Committee Report to Parliament
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No. 26/2021
17 November 2021

Statement of the Monetary Policy Committee
17 November 2021

The Monetary Policy Committee (MPC) of the Central Bank of Iceland
has decided to raise the Bank’s interest rates by 0.5 percentage points.
The Bank’s key interest rate — the rate on seven-day term deposits — will
therefore be 2%.

According to the Bank’s new macroeconomic forecast, published in the
November Monetary Bulletin, the outlook is for GDP growth to measure
about 4% in 2021, broadly in line with the August forecast. However,
better prospects for exports result in an improved outlook for year-2022
GDP growth, which is expected to measure just over 5%. Nevertheless,
significant uncertainty remains, and as before, economic developments
will depend on the path the pandemic takes.

Inflation rose to 4.5% in October. The contribution from domestic cost
pressures, rising house prices, and wage growth has accounted for a
large share of inflation recently, but the effects of rising global oil and
commodity prices have also grown stronger. Underlying inflation is
lower, however, and has declined in recent months.

The inflation outlook has deteriorated somewhat since August, owing in
part to more persistent global price increases, a more rapid rebound in
domestic economic activity, and rising wage costs. The outlook is for
inflation to continue rising in coming months but then start to ease,
given that inflation expectations remain anchored to the target.

The MPC reiterates that it will apply the tools at its disposal to ensure
that inflation eases back to the target within an acceptable time frame.

Monetary Policy Committee Report to Parliament
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
23-24 August 2021 (103rd meeting)

Published: 8 September 2021

The Act on the Central Bank of Iceland stipulates that it is the role of the Monetary Policy
Committee (MPC) to set Central Bank interest rates and apply other monetary policy
instruments. Furthermore, the Act states that “[m]inutes of meetings of the Monetary Policy
Committee shall be made public, and an account given of the Committee’s decisions and the
premises upon which they are based.” In accordance with the Act, the MPC has decided to
publish the minutes of its meetings two weeks after each decision. The votes of individual
Committee members are also included in the minutes.

The following are the minutes of the MPC meeting held on 23 and 24 August 2021, 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 25 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 19 May 2021, as published in the updated forecast in
Monetary Bulletin 2021/3 on 25 August.

Financial markets

Since the May meeting, the kréna had depreciated by 0.4% in trade-weighted terms. The Bank’s
net foreign currency purchases totalled 138 million euros (20.2 b.kr.) between meetings. Of that
total, purchases under the intervention programme totalled 65 million euros (about 9.5 b.kr.),
and sales under the intervention programme totalled 18 million euros (about 2.7 b.kr.) The
Central Bank’s transactions accounted for about 26.3% of total turnover in the foreign exchange
market.

In terms of the Central Bank’s real rate, the monetary stance had tightened since the May
meeting. In terms of the average of various measures of inflation and one-year inflation
expectations, the Bank’s real rate was -2.5%, or 0.1 percentage points higher than just after the

13



announcement of the May interest rate decision. In terms of twelve-month inflation, it was -
3.2% and had risen by 0.2 percentage points between meetings.

Interest rates in the interbank market for krénur rose in line with the increase in the key rate in
May, 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 0.4 percentage points since the May meeting, and
yields on long-term indexed Treasury bonds had declined by 0.1 percentage points.
Furthermore, average non-indexed mortgage lending rates had risen by 0.2 percentage points
following the May rate hike.

In terms of three-month interbank rates, the short-term interest rate differential had widened
by 0.3 percentage points, to 2.2 percentage points versus the euro area and 1.5 percentage
points versus the US. The long-term interest rate spread was virtually unchanged between
meetings, at 4.1 percentage points versus Germany and 2.4 percentage points versus the US.
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 0.6%,
and the spread between the Treasury’s eurobonds and comparable bonds issued by Germany
was 0.6-0.7 percentage points.

Financial institutions’ analysts had projected that the MPC would hold the Bank’s interest rates
unchanged, noting that even though inflation had proven higher and more persistent in the
recent term than previously expected, inflation expectations still appeared firmly anchored;
furthermore, the effects of the May rate hike and the reduction in maximum loan-to-value
ratios on new mortgages, introduced in June, had not yet come fully to the fore. Moreover, the
outlook suggested that the setback in the battle with the COVID-19 pandemic might slow down
the economic recovery, and unemployment remained high.

According to the Central Bank’s quarterly market expectations survey, conducted in August,
respondents expected the Bank’s key rate to be raised to 1.25% in Q3/2021. They also expected
another rate hike in Q4, bringing the key rate to 1.5% by the year-end. This is a higher rate than
survey participants expected in the survey from May, when they projected that the Bank’s key
rate would be 1% in Q3 and 1.25% at the end of 2021. In the survey, about 67% of respondents
considered the monetary stance appropriate at present, up from 54% in the previous survey.
The share who considered the monetary stance too loose had fallen, however, from 46% in May
to 33%. As in the previous survey, no respondents considered the stance too tight.

Annual growth in M3 has gained pace since the spring and is estimated to have measured 8.2%
in June. At the same time, annual growth in credit system lending to households is estimated
at just over 11%, slightly more than in recent months. Corporate lending contracted by about
2%, however.

The Nasdagq OMXI10 index had risen by 12.9% between meetings. Turnover in the Main Market
totalled 568 b.kr. in the first seven months of 2021, some 67% more than over the same period
in 2020.

Global economy and external trade

According to the International Monetary Fund’s (IMF) July forecast, global GDP growth is
projected to measure 6% in 2021. Although this is the same as the Fund’s forecast from April,
the composition of GDP growth has changed. The outlook for this year has improved for
advanced economies but deteriorated for emerging and developing economies, particularly in
Asia, reflecting regional differences in vaccine rollouts and in the path of the pandemic itself.
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For advanced economies, increased fiscal stimulus plays a major role in the brighter outlook,
particularly in the US, where additional measures are planned. The IMF forecasts year-2022
global GDP growth at 4.9%, some 0.5 percentage points above its April forecast, with most of
the growth due to the aforementioned fiscal stimulus package in the US. Global economic
uncertainty remains pronounced, however, according to the Fund, and the GDP growth risk
profile is tilted to the downside.

Iceland’s external goods trade generated a deficit of 16.9 b.kr. in July and 126 b.kr. for the first
seven months of the year, as opposed to a deficit of 88 b.kr. at constant exchange rates over
the same period in 2020. The value of exported goods excluding ships and aircraft rose by just
over 19% year-on-year during the first seven months of 2021. The rise is due largely to increased
aluminium export values, as global aluminium prices have risen virtually unimpeded since April
2020. Furthermore, increased marine product export values had a strong impact, mainly
because of a favourable capelin season in Q2. The value of imported goods excluding ships and
aircraft was up 20% year-on-year at constant exchange rates in the first seven months of 2021,
but this reflects a number of contributing factors, with all key subcategories increasing markedly
in value relative to the same time in 2020.

Global aluminium prices had risen 7%% since the May meeting, by a third year-to-date, and by
nearly 50% since the onset of the pandemic. Preliminary figures from Statistics Iceland indicate
that the year-on-year decline in foreign currency prices of marine products lost pace in June,
with prices down just over 4%. Global Brent crude prices had risen by 3%% between MPC
meetings, to around 71 US dollars per barrel by the time of the August meeting. This is almost
8% higher than before the pandemic. Other commodity prices have also risen since May.

The real exchange rate in terms of relative consumer prices fell by 0.4% month-on-month in
July, when it was 6.1% above its 25-year average and 10% above its October 2020 trough. It
rose by 2% year-on-year in the first seven months of 2021, as inflation in Iceland was 2
percentage points above the trading partner average. The nominal exchange rate was virtually
unchanged.

Domestic economy and inflation

Private consumption grew by 2.5% quarter-on-quarter in Q1/2021, about half the growth rate
forecast in the May Monetary Bulletin. Year-on-year growth measured only 0.8%, well below
the May forecast of 5%. Payment card turnover and other high-frequency indicators had
suggested much stronger growth during the quarter, and card turnover, both within Iceland
and overall, had continued to increase in Q2, as had new motor vehicle registrations (excluding
car rental agencies). It therefore appears that private consumption grew somewhat between
Q1 and Q2, and will measure about 10% higher in Q2 than in the same quarter of 2020.

The Gallup Consumer Confidence Index measured 123.4 points in July, a decline of 8.4 points
between months but an increase of 71.2 points between years. All sub-indices rose markedly
year-on-year but fell month-on-month, apart from the assessment of the current situation,
which improved by 18.5 points.

According to the results of Gallup’s summer survey, conducted in June among Iceland’s 400
largest firms, respondents’ assessment of the current economic situation was much more
positive than in spring survey. Their expectations six months ahead were also more positive
than in the spring. About 84% of executives expected the economic situation to improve in the
next six months, and about 4% expected it to deteriorate, somewhat fewer than in the spring.

Monetary Policy Committee Report to Parliament
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Executives were also more optimistic about domestic and foreign demand than in the spring
survey, particularly those in the financial and insurance sector, the fishing industry, and
transport, transit, and tourism.

The seasonally adjusted survey results show that 39% of firms were planning to recruit staff,
while only 8% were planning redundancies. The balance of opinion is therefore positive by 31
percentage points, about the same as during the strong upswing in 2016. About 22% of
executives considered themselves short-staffed, which is 10 percentage points higher than in
the previous survey and at the historical average. In addition, a third of executives — roughly the
same as in the previous survey — were of the view that their firms would have difficulty
responding to an unexpected increase in demand.

According to the Statistics Iceland labour force survey (LFS), total hours worked increased by
2.7% year-on-year in Q2/2021, owing to a 3.9% rise in the number of jobs, as average hours
worked declined by 1.2%. The number of workers on the pay-as-you-earn (PAYE) register has
also begun to rise, after declining more during the pandemic than the number of employed
people according to the LFS.

According to seasonally adjusted LFS data, the labour participation and employment rates
increased by nearly 1 percentage point between quarters in Q2. This brought labour
participation more or less back to the pre-pandemic rate, whereas the employment rate was
still down by about 2% percentage points. Unemployment measured 6.6% in Q2 and was
therefore 1.8 percentage points below its Q4/2020 peak. Registered unemployment has
declined by nearly half in the past six months. It measured 6.1% in July, only 1 percentage point
higher than before the pandemic.

Iceland’s population grew by 1.3% year-on-year in Q2, slightly more than in the quarters
beforehand. This increased population growth is due mostly to a turnaround in immigration.

In Q2/2021, the wage index rose by 1.2% between quarters and by 7.5% year-on-year, and real
wages in terms of the index were 3% higher during the quarter than at the same time in 2020.

Statistics Iceland’s nationwide house price index, published in late July, rose by 0.9% month-on-
month when adjusted for seasonality, and by 13.2% year-on-year. The capital area house price
index, calculated by Registers Iceland, rose by 0.7% month-on-month in July when adjusted for
seasonality, and by 15.4% year-on-year. The number of purchase agreements registered
nationwide rose by 39% year-on-year in the first seven months of 2021, while the number of
contracts for new construction increased by 56% over the same period.

The CPI rose by 0.16% month-on-month in July, and twelve-month inflation remained
unchanged at 4.3%. Inflation excluding housing tapered off between months, to 3.4%.
Underlying inflation also declined between June and July, to 3.8% according to the average of
various measures.

Rising prices for items relating to travel and tourism had the most impact on the CPIlin July, with
airfares, petrol, and other items rising somewhat between months. House prices also continued
to rise. As in 2020, the effects of summer sales were weaker than they had generally been
before the onset of the pandemic. This is probably due in part to strong domestic demand.

According to the Central Bank’s market expectations survey, respondents’ inflation
expectations one and two years ahead are unchanged from the May survey. Survey participants
expect inflation to measure 3% in one year’s time and align with the target after two years.
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Gallup’s summer survey indicates that households and businesses expect inflation to measure
3.5-4% a year from now and then fall to 3% in two years’ time.

Market agents’ and corporate executives’ inflation expectations five years ahead rose slightly
in the last survey. Corporate expectations are now 3%. On the other hand, market agents’ ten-
year expectations are still at target. The breakeven inflation rate in the bond market has begun
to fall again after rising over the course of the year, and the five-year breakeven rate five years
ahead has returned to target.

According to the forecast published in Monetary Bulletin on 25 August 2021, inflation appears
likely to measure just over 4% in H2, slightly higher than was projected in May. The outlook is
for inflation to continue falling in H1/2022, albeit somewhat more slowly than was forecast in
May. This reflects several factors, including larger rises in global commodity prices and more
persistent cost pressures stemming from COVID-related supply chain disruptions. In addition,
the slack in the domestic economy has narrowed faster than previously forecast. Inflation is
projected to align with the target in Q3/2022, slightly later than was forecast in May. On the
other hand, the baseline forecast assumes that the kréna will be stronger in the coming term
than was assumed in May. The inflation outlook for the latter half of the forecast horizon is
somewhat poorer than was envisioned in May, but inflation is expected to hold close to target,
on average, over the period.

The exchange rate index was just under 194 points in Q2, which is in line with the Bank’s May
forecast. According to the baseline forecast, the outlook is for the kréna to be about 1%%
stronger in Q3 and hold steady at roughly that level for the remainder of the forecast horizon.

GDP among Iceland’s main trading partners contracted by 0.1% quarter-on-quarter in Q1,
somewhat less than was assumed in the Bank’s May forecast. Economic activity picked up again
in major advanced economies in Q2, when new COVID case numbers started to fall, vaccination
rollouts gained momentum, and public health measures were eased. Trading partner GDP is
estimated to have grown by 2.2% quarter-on-quarter in Q2. COVID-19 case numbers started to
rise again worldwide over the summer, but even so, the outlook is for a continued economic
recovery in major advanced economies. This is due in particular to more widespread
vaccination; furthermore, businesses have grown more adept at keeping economic activity up
and running despite public health restrictions. According to the Bank’s baseline forecast, year-
2021 GDP growth among Iceland’s main trading partners is projected at 5.3%, some 0.5
percentage points above the May forecast. The trading partner growth rate is expected to rise
in 2022 as well.

Preliminary figures from Statistics Iceland indicate that Iceland’s GDP declined by 5.2% quarter-
on-quarter in Q1/2021, twice the contraction provided for in the Bank’s May forecast. This was
due largely to weaker-than-expected domestic demand, whereas external trade developed in
line with the Bank’s forecast. As a result, GDP was still 1.7% lower than in Q1/2020, whereas
the May forecast assumed it would rise by 2% year-on-year. Indicators imply that GDP grew by
11% year-on-year in Q2, mainly because of base effects from the sharp contraction in Q2/2020.
GDP growth is projected at 4% for the year as a whole, some 0.9 percentage points above the
May forecast, owing in large part to the more rapid opening of the country to tourists. As a
result, the contribution of net trade to output growth will be over 1.4 percentage points more
than previously forecast, although slightly weaker growth in domestic demand will pull in the
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opposite direction. Output growth is expected to be similar in 2022 and then taper off to just
over 2% in 2023, as in the May forecast.

Unemployment is projected to decline more than previously forecast, both this year and over
the forecast horizon as a whole. The unemployment rate based on Statistics Iceland’s labour
force survey is forecast to measure 6.5% in 2021 and fall to 5% by the final year of the forecast
horizon. If this forecast materialises, registered unemployment will average just over 8% this
year and 4.3% in 2023. It is assumed that the slack in output that opened up in 2020 will narrow
rapidly, measuring 1% this year. As in the Bank’s May forecast, an output gap is expected to
open up in late 2022.

As before, both domestic and global economic developments will depend in large part on how
successful efforts to control the pandemic prove to be. Although a large percentage of Iceland’s
population has been fully vaccinated, the current vaccines’ effectiveness against the Delta
variant and its potential successors remains uncertain. The Bank’s baseline forecast assumes
that the current set of public health measures will remain in place for a while but will have
relatively little impact on domestic economic activity. This assessment could change, however,
if there is a setback in the response to the pandemic and restrictions must be tightened once
again, or if individuals refrain increasingly from their usual activities due to fear of contagion.

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 marginally since the May meeting. Members discussed whether
the monetary stance was appropriate in view of the inflation outlook, as the Committee had
decided in May to raise interest rates. At that time, the economic outlook was better than had
been assumed in the Bank’s February forecast, and inflation had turned out higher and more
persistent than previously projected.

In their discussion, Committee members noted that the economic outlook had improved still
further relative to the Bank’s previous forecast, and according to the new macroeconomic
forecast, published in the August Monetary Bulletin, the outlook was for GDP growth to
measure 4% this year, some 0.9 percentage points above the May forecast. It came to light that
the improvement was driven mainly by tourist arrivals, which had increased more rapidly this
summer than was previously expected. The MPC also noted that unemployment had subsided
more than previously forecast, although it remained high, and the slack in the economy had
narrowed more quickly. Moreover, it emerged in the discussion that the pandemic and related
public health measures appeared to have less and less effect on economic activity.

The MPC discussed the fact that a large share of Iceland’s population had been vaccinated
against COVID-19 but that case numbers had risen once again, and there was still some
uncertainty about the path the pandemic would take, owing to the increased spread of the
Delta variant of the virus. The Committee also noted that the impact of temporary supply-chain
disruptions abroad could therefore persist longer than previously anticipated, and that these
disruptions had pushed manufacturing and distribution costs upwards all over the world. This
could be attributed both to stronger global demand for consumer goods and to disruptions in
output at factories and harbours around the world due to elevated infection rates. It emerged
in the discussion that the effects of these supply-chain disruptions in 2021 to date had to some
extent been underestimated.
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The Committee discussed developments in inflation, which measured 4.4% in Q2 but was 4.3%
in July. It emerged that overall inflationary pressures appeared to be subsiding, particularly
according to underlying inflation, but nevertheless remained relatively high. Members also
noted that the rise in inflation expectations earlier this year seemed to be reversing. They noted
as well, however, that according to the Central Bank’s forecast, the outlook was for inflation to
ease somewhat more slowly than had been projected in May. It also emerged that inflation was
expected to remain above 4% through the year-end but align with the target in H2/2022.

The MPC discussed the situation in the housing market, in view of rising house prices and the
role the Bank’s interest rate cuts had played in that trend. Members noted that there were signs
that house prices had begun to diverge from fundamentals that generally determine house
price developments, and that the spread between house price inflation, on the one hand, and
wage and income growth, on the other, had widened in the recent term. Household debt had
increased at the same time, although this could be due in part to a rise in the number of first-
time homebuyers. The Committee also heard a presentation on the Financial Stability
Committee’s recent decision to lower maximum loan-to-value ratios on consumer mortgages
and to consider applying other borrower-based measures to offset debt-driven house price
inflation. The Committee discussed the interaction between those decisions and monetary
policy — among other things, whether applying these policy instruments could mitigate house
price volatility in the long run, thereby supporting monetary policy.

Members discussed the foreign exchange market and the fact that the kréna had been relatively
stable and the market well balanced in the recent term. They also discussed the Bank’s
intervention in the foreign exchange market, which had been sparse between meetings and
concentrated primarily on transactions due to inflows in connection with islandsbanki’s initial
public offering.

In addition, the MPC discussed the Bank’s purchases of Treasury bonds in the secondary market.
The Committee was of the view that the bond purchases had been successful and had
prevented a rise in long-term yields when the pandemic struck and fiscal uncertainty was high.
Nevertheless, the need for the measure had proven less pronounced than had been anticipated
at the onset of the pandemic. Members agreed that the Bank should suspend the purchases
and stop submitting bids for the present, but should keep the tool at their disposal so that they
could use it if conditions called for it; e.g., in response to bond market unrest or a significant
shift in the yield curve, to sterilise foreign exchange market intervention, or to affect money
holdings.

The Committee discussed whether to hold the Bank’s key interest rate unchanged or to raise it
by 0.25-0.5 percentage points. The main arguments in favour of keeping the key rate unchanged
centred on the persistent uncertainty about the effects of the current wave of the pandemic on
economic activity, and the scope and consequences of public health measures. It emerged as
well that the current inflation rate could be attributed in part to temporary factors that would
subside in the coming term, and that inflation expectations had begun falling by several
measures. It was also pointed out that there was only a short time until the MPC’s next meeting,
and that further data on developments and prospects would be available then.

The main arguments presented at the meeting in favour of a rate hike centred on inflation,
which had proven more persistent than previously assumed, and the prospect that it would
take longer to bring inflation back to target. It emerged in the discussion that there was the risk
that elevated global inflation, the inflationary impact of supply-chain disruptions, and domestic
wage rises would cause inflation to remain high, potentially leading to a further rise in inflation
expectations. Members also noted that domestic demand had picked up strongly, as could be
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seen in factors such as increased payment card turnover, stronger growth in lending to
households, and brisk activity and rising prices in the housing market. Furthermore, the
recovery of the labour market had been stronger and the slack in output smaller than had been
estimated at the time of the MPC’s last meeting. It was preferable to respond in a timely manner
by raising interest rates now, thereby reducing the likelihood that rapid monetary tightening
would be needed later on. The arguments in favour of taking a larger step and raising rates by
0.5 percentage points included the fact that uncertainty had receded since the May meeting,
as a large share of the population was now vaccinated and it was clear that the vaccines were
effective in preventing severe illness in COVID-19 patients. Furthermore, it was clear that the
link between public health measures and economic activity had weakened and that households’
and businesses’ adaptability, together with Government measures, kept the economy moving,
for the most part, despite the pandemic. Moreover, tourist numbers and tourist spending had
increased more rapidly this summer than previously expected, and the GDP growth outlook had
improved markedly.

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 1.25%,
the current account rate 1%, the seven-day collateralised lending rate 2%, and the overnight
lending rate 3%. All members voted in favour of the Governor’s proposal, although Gunnar
Jakobsson and Gylfi Zoéga would have preferred to raise rates by 0.5 percentage points.

It emerged at the meeting that the MPC would apply the tools at its disposal to ensure that
inflation eases back to the target within an acceptable time frame.

The following Committee members were in attendance:

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

Gylfi Zoéga, Professor, external member

Katrin Olafsdéttir, Associate Professor, external member

Thérarinn G. Pétursson, Chief Economist of the Central Bank, was present for the entire
meeting. In addition, a number of 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 6
October 2021.

20 Monetary Policy Committee Report to Parliament



The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
4-5 October 2021 (104th meeting)

Published: 20 October 2021

The Act on the Central Bank of Iceland stipulates that it is the role of the Monetary Policy
Committee (MPC) to set Central Bank interest rates and apply other monetary policy
instruments. Furthermore, the Act states that “[m]inutes of meetings of the Monetary Policy
Committee shall be made public, and an account given of the Committee’s decisions and the
premises upon which they are based.” In accordance with the Act, the MPC has decided to
publish the minutes of its meetings two weeks after each decision. The votes of individual
Committee members are also included in the minutes.

The following are the minutes of the MPC meeting held on 4 and 5 October 2021, 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 6 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 25 August 2021.

Financial markets

Since the August meeting, the krédna had appreciated by 0.6% in trade-weighted terms. The
Bank’s net foreign currency sales totalled 21 million euros (3.2 b.kr.) between meetings. Of that
total, purchases under the intervention programme totalled 9 million euros (about 1.3 b.kr.),
and sales under the intervention programme totalled 30 million euros (about 4.6 b.kr.) The
Central Bank’s transactions accounted for about 9.6% 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 one-year inflation
expectations, the Bank’s real rate was -2.2%, or 0.3 percentage points higher than just before
the announcement of the August interest rate decision. In terms of twelve-month inflation, it
was -3% and had risen by 0.1 percentage points over the same period.
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Interest rates in the interbank market for krénur rose in line with the increase in the key rate in
August, but there was no turnover in the market between meetings. Yields on long-term
nominal Treasury bonds had risen by 0.4 percentage points since the August meeting, whereas
yields on long-term indexed Treasury bonds were more or less unchanged. Furthermore,
average non-indexed mortgage lending rates had risen marginally following the August rate
hike.

In terms of three-month interbank rates, the short-term interest rate differential had widened
by 0.3 percentage points between meetings, to 2.4 percentage points versus the euro area and
1.8 percentage points versus the US. The long-term interest rate spread had widened slightly,
to 4.2 percentage points versus Germany and 2.5 percentage points versus the US. Measures
of risk premia on the Treasury’s foreign obligations were virtually unchanged between
meetings. The CDS spread on the Treasury’s five-year US dollar obligations was 0.6%, and the
spread between the Treasury’s eurobonds and comparable bonds issued by Germany was 0.6-
0.7 percentage points.

Financial institutions’ analysts expected the MPC to raise the Bank’s interest rates by 0.25
percentage points, citing the fact that inflation had been higher in the recent term and more
persistent than previously expected and that it would take longer to bring inflation back to
target. Indicators implied that domestic demand had rebounded decisively, and the recovery of
the labour market had been stronger than previously expected. Furthermore, real estate prices
had continued to rise rapidly, although the impact of recent Central Bank measures had yet to
come to the fore.

Growth in broad money (M3) has been relatively stable in recent months, with the twelve-
month growth rate estimated at 8.2% in August. At the same time, annual growth in credit
system lending to households is estimated at just over 11%, roughly the same as in recent
months. Corporate lending continued to decline, however, contracting by just over 3% in
August.

The Nasdaq OMXI10 index had fallen by 3.3% between meetings. Turnover in the Main Market
totalled 759 b.kr. in the first nine months of 2021, some 86% more than over the same period
in 2020.

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 5.7% this year, about 0.1 percentage
points less than the OECD had forecast in May. The near-term outlook has deteriorated in
several countries because of the impact of the Delta variant of the COVID-19 virus and
temporary supply-chain disruptions. In particular, GDP growth is expected to be weaker in the
US, although the outlook has also deteriorated for Canada, the UK, and Japan. In the eurozone,
however, GDP growth is expected to gain pace. For 2022, the OECD projects global output
growth at 4.5%, up from 4.4% in its May forecast. Inflation has risen rapidly in the US, Canada,
and the UK, as well as in several emerging market economies, whereas it has remained low in
many other advanced economies. In the OECD’s view, the past year’s elevated inflation in the
G20 countries is due mainly to rising commodity prices and international shipping costs. In those
countries, inflation is forecast to peak at roughly 4%% towards the end of this year but fall to
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3%% by late 2022. According to the OECD’s baseline forecast, G20 inflation will average 3.7%
this year and 3.9% in 2022, about 0.2-0.5 percentage points above the May forecast.

Global aluminium prices had risen 10%:% since the August meeting, by nearly 50% year-to-date,
and by over 60% since the onset of the pandemic. Preliminary figures from Statistics Iceland
indicate that foreign currency prices of marine products rose by 4.7% year-on-year in August,
although in the first eight months of 2021, prices were down by an average of 2.5% year-on-
year. The global price of Brent crude rose by 16% between MPC meetings, to nearly 83 US
dollars per barrel by the beginning of October. This is almost one-fourth higher than before the
pandemic. The price of other commodities has fallen slightly since August, however.

Iceland’s external goods trade generated a deficit of 30.6 b.kr. in August and 121 b.kr. for the
first eight months of the year, as opposed to a deficit of 92 b.kr. at constant exchange rates over
the same period in 2020. The value of exported goods excluding ships and aircraft rose by just
under 21% year-on-year in the first eight months of 2021. As before, the increase is due largely
to higher aluminium and marine product prices, although marine product exports have declined
in volume. The value of imported goods excluding ships and aircraft was up 25% year-on-year
at constant exchange rates in the first eight months of 2021, with all key subcategories
continuing to increase in value relative to the same period in 2020.

The real exchange rate in terms of relative consumer prices fell by 1.4% month-on-month in
September, when it was 3.5% above its 25-year average and 7.5% above its October 2020
trough. It rose by 3.2% year-on-year in the first nine months of 2021, as inflation in Iceland was
1.9 percentage points above the trading partner average and the nominal exchange rate rose
by 1.6%.

Domestic economy and inflation

According to preliminary figures published by Statistics Iceland in August, GDP grew by 7.3%
year-on-year in Q2/2021, slightly less than was forecast in the August Monetary Bulletin. In
seasonally adjusted terms, GDP grew by 4.2% between quarters, after contracting in Q1.
Domestic demand grew by 9.4% year-on-year, and most components — excluding private
consumption and public investment — showed stronger growth than was assumed in the August
forecast. The main difference, however, was in investment, which grew nearly 26%, exceeding
the forecast by more than 9 percentage points. The deviation from the forecast stems mainly
from changes made by Statistics Iceland to its methodology for the treatment of aircraft leasing
contracts. Because of this change, business investment increased far more than had been
assumed. Another result of the change in methodology was that the contribution of net trade
to the change in GDP was negative by 2.3 percentage points, whereas the forecast had assumed
a positive contribution of 2.9 percentage points. Apart from changes in methodology and their
effect on imports, export growth turned out weaker, mainly because of Statistics Iceland’s
revision of historical data.

GDP growth measured 3.5% in H1/2021. According to figures from Statistics Iceland, growth in
domestic demand was stronger than had been assumed in the Bank’s August forecast. Exports
were up 1.6% year-on-year and imports by 8.2%, and the contribution from net trade was
negative by 2.4 percentage points, which was somewhat more negative than in the forecast.

The current account showed a deficit of 31 b.kr. in Q2, or 3.9% of GDP, as opposed to the 1%
surplus forecast in August. The deficit was due in large part to a deficit of 56 b.kr. on the goods
account, which was offset in part by a larger services account surplus measuring just over 25
b.kr. Services exports increased by 55% year-on-year during the quarter, owing largely to
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increased revenues from tourism. The surplus on primary income declined by 11 b.kr. year-on-
year and was slightly smaller than previously expected.

Domestic payment card turnover suggests that household demand grew in Q3, even though
COVID-19 case numbers began to rise again during the summer. In the past six months,
spending in contact-intensive sectors has regained momentum, and by the summer it had
returned broadly to the pre-pandemic level. Ever since the onset of the pandemic, household
spending on consumer durables has been rising steadily. This trend appears to be continuing,
and spending on consumer durables is now somewhat above the pre-pandemic level.

All components of the Gallup Consumer Confidence Index rose markedly in September, both
year-on-year and month-on-month. The assessment of the current situation rose the most and
is now at its highest since end-2017. The index shows that optimism among consumers has
increased greatly since Q1.

According to the results of Gallup’s autumn survey, conducted in September among Iceland’s
400 largest firms, respondents’ assessment of the current economic situation was more positive
than in the summer survey. Their expectations six months ahead are somewhat more negative
than they were this summer, however. Just over 60% of executives — somewhat fewer than in
the summer — expect economic conditions to improve over the next six months, and another
30% expect them to be unchanged. Executives are somewhat more pessimistic about both
domestic and foreign demand than in the summer survey, particularly those in wholesale and
retail trade and in the financial and insurance sector.

The outlook for firms’ performance has improved since the spring survey, and nearly half of
executives now expect their profits to be stronger this year than in 2020. Most companies in
the survey saw an increase in margins in the past six months, and a full 40% expect margins to
keep growing in the next six months, whereas 16% expect them to shrink. The investment
outlook also improved between surveys, and investment is now expected to be stronger in 2021
than in 2020.

The seasonally adjusted results of the autumn survey show that labour demand remains strong.
Just over 35% of firms want to add on staff, while just over 7% are planning to downsize, leaving
a positive balance of opinion of 28 percentage points. Furthermore, firms’ problems with
staffing and with boosting production appear to have grown worse since the summer survey.
About 33% of executives considered themselves short-staffed, which is 10 percentage points
higher than in the previous survey. In addition, nearly half of executives reported difficulty
responding to an unexpected increase in demand. This is 14 percentage points higher than in
the summer survey and the steepest rise ever recorded between two consecutive surveys.
Problems relating to staffing and boosting production were most pronounced in transport,
transit, and tourism, as well as in miscellaneous specialised services.

The wage index rose by 0.3% month-on-month in August and by 7.9% year-on-year. Real wages
were 3.4% higher during the month than at the same time in 2020.

Statistics Iceland’s nationwide house price index, published in late September, rose by 1.7%
month-on-month when adjusted for seasonality, and by 14.7% year-on-year. The capital area
house price index, calculated by Registers Iceland, rose by 1.4% month-on-month in August
when adjusted for seasonality, and by 16.4% year-on-year. The number of purchase agreements
registered nationwide rose by 30% year-on-year in the first eight months of 2021, while the
number of contracts for new construction increased by 45% over the same period. The average
time-to-sale in the capital area has lengthened by about two weeks since bottoming out in
March, measuring 1.3 months in August.
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The consumer price index (CPI) rose by 0.47% month-on-month in September, raising twelve-
month inflation to 4.4%. Inflation excluding housing continued to taper off between months,
however, falling to 2.9%. Underlying inflation also declined between August and September, to
3.7% according to the average of various measures.

Most of the rise in the CPl in September is due to house price inflation, although clothing and
footwear prices rose as well, due to end-of-sale effects. The price of imported goods as a whole
has risen 2.6% in the past twelve months, and imported inflation has eased recently. On the
other hand, private services prices have risen by 3.8% in the past year, and their contribution
to headline inflation has gradually increased in the recent term.

According to Gallup’s autumn survey, corporate executives project both short- and long-term
inflation at 3%. Their one-year expectations have fallen since the summer survey, while their
long-term expectations are unchanged. Households’ inflation expectations two and five years
ahead have risen since the previous survey, however, to 3.5%. Furthermore, the breakeven
inflation rate in the bond market has risen since the August MPC meeting, and the ten-year
breakeven rate was 3.4% 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 also discussed whether the
monetary stance was appropriate in view of the inflation outlook, as they had decided in August
to continue tightening it. Atthattime, the economic outlook had continued to improve relative
to the Bank’s previous forecast, but it appeared that inflation would subside somewhat more
slowly than previously anticipated.

Members discussed the newly released preliminary national accounts figures, which indicated
that GDP growth in H1/2021 was slightly weaker than had been forecast in the August Monetary
Bulletin. They noted, however, that growth in domestic demand was well in line with the Bank’s
forecast. It emerged that indicators implied a continued strong domestic economic recovery in
Q3, and the GDP growth outlook for 2021 as a whole was broadly unchanged. The Committee
also noted that indicators from the labour market implied that the economy was rebounding
quickly.

Members noted that inflation had risen to 4.4% in September. They discussed the contribution
from the housing component, which had continued to increase, and noted that housing
accounted for a large share of headline inflation in September. It also emerged that the twelve-
month rise in wages was strong and that private services prices had increased somewhat in the
recent term. MPC members also noted that underlying inflation had continued to ease,
although it remained significant. On the other hand, it emerged that the impact of temporary
supply-chain disruptions, which had pushed manufacturing and distribution costs upwards all
over the world, could persist longer than previously anticipated. It was pointed out that
increased global inflationary pressures could also result in more persistent inflation.

The MPC was of the view that, although underlying inflation was declining, there was cause for
concern in that inflation expectations appeared to have begun rising again, although it was too
soon to say whether they had become less firmly anchored to the inflation target.

Committee members discussed the Bank’s intervention in the foreign exchange market. The
Bank had intervened relatively little between meetings, and the MPC considered the market
quite well balanced. The Bank’s intervention in recent months had included both purchases and
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sales, in line with the Committee’s policy of mitigating short-term exchange rate volatility. The
MPC also discussed developments in the real exchange rate in the context of the assessment of
the equilibrium real exchange rate. Members were of the opinion that the conditions created
in the wake of the economic shock in 2020, when the depreciation of the kréna temporarily
pushed the real exchange rate below its equilibrium value, no longer appeared to be in place.

All members agreed that the Bank’s key rate should be raised, and they discussed whether it
should be raised by 0.25 percentage points or 0.5 percentage points. The main arguments
discussed at the meeting in favour of taking a smaller step centred on the continued uncertainty
about the global economic outlook. Uncertainty about developments in the labour market was
another factor. Even though labour demand had been strong since the spring, there is some
uncertainty about how durable the recovery will prove to be once Government support
measures are gradually unwound. Unemployment could rise again, particularly if activity in the
tourism sector declines during the coming winter. It also emerged in the discussion that
inflation was probably due in part to temporary factors such as supply-chain disruptions abroad.
It was pointed out as well that, in view of the recent decisions by the Bank’s Financial Stability
Committee to lower the maximum loan-to-value (LTV) ratio on consumer mortgages and
impose a cap on debt service-to-income (DSTI) ratios, it would be more appropriate to continue
to take cautious steps, as significant uncertainty remained about the interaction between the
Bank’s interest rate hikes and the application of macroprudential tools such as LTV and DSTI
ratios. It emerged that the transmission mechanism of monetary policy was probably more
efficient than before, as borrowers had turned increasingly to non-indexed variable-rate loans
in the recent term.

The main arguments for raising interest rates by 0.5 percentage points were the many
indications that economic activity had rebounded strongly, as could be seen, for instance, in
steeply rising property prices, strong household lending growth, and shortages of labour in
certain sectors. It was pointed out that a third of firms were having difficulty filling job
vacancies. It also emerged that there was the risk of higher imported inflation in the coming
term; furthermore, surveys showed that a majority of executives anticipate having to raise the
price of their own products and services, and expect price increases from their suppliers. In this
light, it was important to tighten the monetary stance decisively, so as to minimise the risk that
inflation would be even more persistent, and to respond strongly to the rise in long-term
inflation expectations.

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 1.5%,
the current account rate 1.25%, the seven-day collateralised lending rate 2.25%, and the
overnight lending rate 3.25%. Asgeir Jénsson, Rannveig Sigurdardéttir, and Katrin Olafsdéttir
voted in favour of the proposal. Gunnar Jakobsson and Gylfi Zoéga voted against the Governor’s
proposal and wanted to raise rates by 0.5 percentage points.

It emerged at the meeting that the MPC would apply the tools at its disposal to ensure that
inflation eases back to the target within an acceptable time frame.

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

Katrin Olafsdéttir, Associate Professor, external member

Thérarinn G. Pétursson, Chief Economist of the Central Bank, was present for the entire
meeting. In addition, a number of 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 17
November 2021.
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
15-16 November 2021 (105th meeting)
Published: 1 December 2021

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 15 and 16 November 2021, 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 17 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 6 October 2021, as published in the new forecast and
analysis of uncertainties in Monetary Bulletin 2021/4 on 17 November.

Financial markets

Since the October meeting, the kréna had depreciated by 2.3% in trade-weighted terms. The
Central Bank conducted no transactions in the foreign exchange market between meetings.

In terms of the Bank’s real rate, the monetary stance was virtually unchanged since the October
meeting. In terms of the average of various measures of inflation and one-year inflation
expectations, the Bank’s real rate was broadly unchanged since just before the announcement
of the October decision, at -2.2%. In terms of twelve-month inflation, it was -2.9% and had risen
by 0.1 percentage points over the same period.

Interest rates in the interbank market for krénur rose in line with the increase in the key rate in
October, and market turnover totalled 2 b.kr. between meetings. Yields on long-term nominal
Treasury bonds had risen marginally since the October meeting, whereas yields on long-term
indexed Treasury bonds had fallen slightly. Furthermore, average non-indexed mortgage
lending rates had risen marginally following the October rate hike.
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In terms of three-month interbank rates, the short-term interest rate differential had widened
by 0.2-0.3 percentage points between meetings, to 2.7 percentage points versus the euro area
and 2 percentage points versus the US. The long-term interest rate differential versus Germany
had widened by 0.2 percentage points between meetings, to 4.4 percentage points, whereas
the spread versus the US was broadly unchanged, at 2.5 percentage points. Measures of risk
premia on the Treasury’s foreign obligations were virtually unchanged 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 0.6-0.8 percentage
points.

Financial institutions’ analysts expected the MPC to raise the Bank’s interest rates by 0.25
percentage points, noting that inflation had been higher and more persistent than previously
expected and that near-term inflation forecasts had deteriorated. They also mentioned that
although uncertainty had increased because of the recent rise in COVID-19 case numbers and
despite remaining signs of a slack in the economy, the overall economic outlook had improved,
real incomes had risen, and indicators implied continued growth in domestic demand.

According to the Central Bank’s quarterly market expectations survey, conducted in November
2021, respondents expected the Bank’s key rate to remain unchanged at 1.5% at the end of
2021, followed by a rate hike of 0.5 percentage points in Q1/2022 and a further rate hike of
0.25 percentage points in Q2. They also expected the key rate to measure 2.5% in one year and
3% in two years. This is higher than in the survey from August, when they expected the key rate
to be 2% after one year and 2.25% in two years’ time. Participants’ responses on the monetary
stance changed somewhat in the November survey, and a majority, 56%, considered the
current stance too loose, up from 33% in August. On the other hand, the share who considered
it appropriate fell to 44%, from 67% in the last survey. As before, no respondents considered
the monetary stance too tight.

Year-on-year growth in M3 has been relatively stable in recent months, measuring 8.6% in
September. At the same time, annual growth in credit system lending to households is
estimated at just over 11%, roughly the same as in recent months. Corporate lending continued
to decline, however, contracting by 3%:% in September.

The Nasdag OMXI10 index had risen by 3.4% between meetings. Turnover in the Main Market
totalled 870 b.kr. in the first ten months of 2021, some 89% more than over the same period in
2020.

Global economy and external trade

According to the International Monetary Fund’s (IMF) October forecast, global GDP growth is
projected to measure 5.9% in 2021, which is 0.1 percentage points below the Fund’s July
forecast. The slight downward revision stems from weaker output growth in advanced
economies, mainly the US, Canada, Japan, and Germany. Elsewhere in the euro area, however,
the outlook has improved, and stronger GDP growth is now forecast for the region as a whole.
Furthermore, the IMF forecasts stronger GDP growth in emerging and developing countries this
year. For 2022, global output growth is forecast at 4.9%, as in July.

Iceland’s external goods trade generated a deficit of 12.5 b.kr. in October and 192 b.kr. for the
first ten months of the year, as opposed to a deficit of 127 b.kr. at constant exchange rates over
the same period in 2020. The value of exported goods excluding ships and aircraft rose by just
over 21% year-on-year in the first ten months of 2021. As before, the increase is due largely to
higher industrial goods values, particularly aluminium products, owing to steep price hikes, but
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the value of all key subcategories of exported goods has risen year-on-year. The value of
imported goods excluding ships and aircraft was up 24% year-on-year at constant exchange
rates in the first ten months of 2021, with all key subcategories continuing to increase in value,
while the rise in investment goods values had the most impact.

The global price of aluminium had fallen by almost 11% since the MPC’s October meeting. Even
so, prices were nearly one-third higher than at the beginning of 2021 and about 45% higher
than before the pandemic struck. Preliminary figures from Statistics Iceland indicate that
foreign currency prices of marine products were up 2.9% year-on-year in Q3/2021; however, in
the first nine months of the year, prices were 2.2% lower, on average, than over the same period
in 2020. The global price of Brent crude fell marginally between MPC meetings, to just over 82
US dollars per barrel by mid-November. This is about one-fourth higher than before the
pandemic.

The real exchange rate in terms of relative consumer prices rose by 0.4% month-on-month in
October, when it was 3.6% above its 25-year average and 7.7% above its October 2020 trough.
It rose by 3.6% year-on-year in the first ten months of 2021, as the nominal exchange rate rose
by 2.1%, while inflation in Iceland was 1.7 percentage points above the trading partner average.

Domestic economy and inflation

According to the Statistics Iceland labour force survey (LFS), total hours worked increased by
3.5% year-on-year in Q3/2021, as the number of employed persons rose 4.3%, while the
average work week was shorter by 0.8%. The number of employed persons has increased
sharply since the beginning of 2021 and, in Q3, was a full 2% above the year-2019 average.
Offsetting this is a more than 3% shorter work week. As a result, the rise in total hours worked
has not kept pace with job growth, and in Q3/2021 total hours were 1% fewer than in 2019.
The number of wage earners has also risen rapidly in 2021 to date. Data from the pay-as-you-
earn (PAYE) register indicate that some 18,000 jobs were lost during the pandemic, but that
around 16,700 jobs had been created by August 2021.

Seasonally adjusted LFS data show that the labour participation rate rose quarter-on-quarter in
Q3 but that the employment rate rose considerably more. Seasonally adjusted unemployment
measured 4.6% in Q3, after declining by about 2 percentage points quarter-on-quarter, as
compared with just under 4% in 2019. Registered unemployment continued to fall, to a
seasonally adjusted rate of 5.1% in October, and was % a percentage point higher than in
February 2020.

Iceland’s population grew by 1.9% year-on-year in Q3, considerably more than in Q2. The uptick
in population growth is due mostly to immigration. It appears that importation of foreign
workers will continue in tandem with the recovery of the domestic economy, owing to the large
number of job vacancies that have not yet been filled.

The general wage index rose by 0.7% between quarters in Q3, and by 7.8% year-on-year. Real
wages were 3.4% higher in Q3 than in the same quarter of 2020.

Private consumption contracted marginally quarter-on-quarter in Q2, after growing 1.6% in Q1.
This is somewhat weaker than was assumed in the August forecast. There are signs that the
impact of the pandemic and public health measures on consumption and travel patterns has
continued to subside. Real incomes have also been on the rise, and the employment outlook
has improved markedly. As a result, the outlook is for private consumption growth in H2/2021
to outpace the August forecast.
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Consumers are increasingly optimistic, and in September the Gallup Consumer Confidence
Index was at its highest in five years. In October, it measured 130, a 10.8-point decline from the
previous month but an increase of 82.8 points year-on-year. All components of the index fell
during the month, led by the assessment of the economic situation, which was down 17.5
points.

Statistics Iceland’s nationwide house price index, published in late October, rose by 1% month-
on-month when adjusted for seasonality, and by 15.1% year-on-year. The capital area house
price index, calculated by Registers Iceland, rose by 1% month-on-month in September when
adjusted for seasonality, and by 16.6% year-on-year. The number of purchase agreements
registered nationwide rose by 22% year-on-year in the first nine months of 2021, while the
number of contracts for new construction increased by 32% over the same period. The average
time-to-sale in the capital area measured 1.3 months in September and has lengthened by 0.4
months since bottoming out in March.

The consumer price index (CPI) rose by 0.59% month-on-month in October, raising twelve-
month inflation to 4.5%. Inflation excluding housing also rose marginally, to 3%. Underlying
inflation was unchanged between September and October and measured 3.7% in terms of the
average of various measures.

As before, rising house prices explained most of the increase in the CPlin October, and the cost
of owner-occupied housing has risen by 11.8% in the past twelve months. Petrol prices also rose
somewhat in October.

According to the Bank’s market expectations survey, market agents expect inflation to measure
3.3% one year ahead, which is higher than in the August survey, whereas they still expect it to
be at target in two years’ time. They also expect inflation to be close to target, on average, in
the long run. The breakeven inflation rate in the bond market has risen in the recent past,
however, and the five-year breakeven rate five years ahead was just over 3% in mid-November.

According to the forecast published in Monetary Bulletin on 17 November 2021, the outlook is
for inflation to ease more slowly than previously projected. In Q3/2021, inflation was marginally
above the August forecast, and the near-term outlook has deteriorated significantly. Inflation
is forecast at 4.7% in Q4/2021 and 4.4% in Q1/2022. The bleaker inflation outlook is due in
particular to a poorer initial position and higher imported inflation than was assumed in August.
Furthermore, in Iceland, a larger output gap is expected in the next two years, wages and house
prices are projected to rise more than previously forecast, and the exchange rate of the kréna
is expected to be slightly lower over the forecast horizon than was projected in August.
Moreover, because of the recent rise in long-term inflation expectations, it will take longer for
the inflationary impact of cost increases to subside. According to the baseline forecast, inflation
will be close to target by the end of 2022 and then rise slightly in the latter half of the forecast
horizon, averaging 2.9% in 2023. It is expected to ease back towards the target thereafter.

The trade-weighted exchange rate index (TWI) stood at 194 points in Q3/2021, and the krdéna
was therefore about 1% weaker, on average, than was forecast in the August Monetary Bulletin.
According to the baseline forecast, the average exchange rate will remain broadly stable over
the forecast horizon, and therefore slightly lower than was assumed in the August forecast. If
the forecast materialises, the real exchange rate will rise by 2%% over the forecast horizon,
although at the end of the period it will still be 11% below its 2017 peak.

Among Iceland’s main trading partners, economic activity picked up rapidly after public health
measures were eased in Q2, when GDP grew by 2.2% quarter-on-quarter, one of the strongest
average quarterly growth rates ever measured for this group of countries. Trading partner GDP
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growth measured 6.3% year-on-year in H1/2021, about 0.3 percentage points above the Bank’s
August forecast. Leading indicators and international forecasts suggest that economic activity
will continue to gain strength in H2/2021, but more slowly than was forecast in August. This is
due mainly to weaker activity in manufacturing, which in turn is due to a shortage of inputs and
problems with shipping. The Bank’s baseline forecast assumes that trading partners’ GDP
growth will measure 5.5% this year, about 0.2 percentage points above the August forecast.
The upward revision is attributable to stronger growth in H1. For 2022, trading partners’ GDP
growth is projected to measure 4.3%, or 0.2 percentage points below the August forecast.

In Iceland, GDP grew by 3.5% year-on-year in H1, according to preliminary figures from Statistics
Iceland; however, the outlook is for a growth rate of 6%:% in Q3 and 3.9% for 2021 as a whole.
This is 0.1 percentage points below the August forecast. The poorer outlook for 2021 reflects
more sluggish growth in H1 than was previously expected, although it will be offset in part by
stronger GDP growth in H2. Furthermore, GDP growth is expected to accelerate still further in
2022, owing mainly to strong growth in exports as a result of increased revenues from tourism
and a more favourable capelin season. The contribution of net trade to output growth will
therefore be positive by 2.7 percentage points — the first positive contribution since 2019. The
contribution of private consumption growth to GDP growth will also be positive, but gradually
less so than in 2021. GDP growth is projected to measure 5.1% in 2022, some 1.2 percentage
points above the August forecast. About half of this revision is attributable to the expectation
of an increased capelin catch. The GDP growth outlook for the long term is more or less
unchanged. Growth is set to ease to 2.6% in 2023 and remain around that level in 2024.

The current account deficit measured 3.9% of GDP in Q2/2021, reflecting a larger surplus on
services trade versus a larger deficit on goods trade. The current account is expected to show a
surplus again in Q3, followed by a larger one in Q4. The main drivers of the improvement are
tourism-related services exports and more favourable terms of trade. Even so, a deficit
measuring 0.9% of GDP is expected for 2021 as a whole. The current account balance is
projected to turn positive again in 2022, fuelled by increased growth in services exports and
improved terms of trade. The surplus for the year as a whole is forecast at 1.9% of GDP, which
is %5 a percentage point below the August forecast. As in August, the surplus is expected to
narrow again in the latter half of the forecast horizon.

The unemployment outlook is ambiguous for the near term but looks set to improve over time.
A large number of hiring subsidies will expire in Q4/2021, creating greater uncertainty about
the short-term outlook for unemployment. In the long run, however, the unemployment
outlook is more favourable than in the Bank’s August forecast, in part because activity in the
domestic economy has picked up more than was projected then. The baseline forecast assumes
that job creation will continue and that LFS-based unemployment will measure 6%, falling to
around 4% towards the end of the forecast horizon. Registered unemployment is estimated to
be higher this year, at nearly 8%, but is also expected to fall to 4% by the end of the forecast
horizon.

If the Bank’s forecast materialises, GDP will return to its 2019 level slightly earlier in 2022 than
was assumed in August. It will also remain higher over the entire period than in the Bank’s
previous forecasts. Leading indicators also imply that the slack in output is narrowing quickly
and may even have closed already, and with stronger GDP growth in 2022, the expected output
gap will be wider than was assumed in the August forecast. As before, the outlook is highly
uncertain, and forecasts of the economic recovery in Iceland and elsewhere are based to some
extent on the assumption that there will not be a setback in the fight against the pandemic.
Another major uncertainty lies in how quickly the supply-chain disruptions underlying the surge
in global commodity prices and shipping costs can be unwound. Added to this is uncertainty
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about fiscal policy in the wake of Iceland’s recent Parliamentary elections, about wage
developments, and about how rapidly households will tap into the savings they built up during
the pandemic. The inflation outlook could therefore be overly optimistic, particularly if inflation
expectations have become unmoored from the target.

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 remained broadly unchanged since the October meeting. Members
discussed whether the monetary stance was appropriate in view of the worsening inflation
outlook, as they had decided in October to continue tightening it. At that time, there were
indications of a continued strong economic recovery, and inflation had risen.

Members noted that according to the Bank’s new macroeconomic forecast, published in the
November Monetary Bulletin, the outlook was for year-2021 GDP growth to measure about 4%,
broadly in line with the August forecast. Furthermore, better prospects for exports had resulted
in an improved outlook for year-2022 GDP growth, which was expected to measure just over
5%. Nevertheless, the Committee was of the opinion that significant uncertainty remained and
that, as before, economic developments would depend on the path taken by the pandemic.

The MPC discussed the rise in inflation to 4.5% in October. Members noted that the
contribution from domestic cost pressures, rising house prices, and wage growth had accounted
for a large share of inflation recently, but that the effects of rising global oil and commodity
prices had also grown stronger. It emerged that underlying inflation was lower, however, and
had declined in recent months.

The Committee discussed the deterioration in the inflation outlook since the August forecast,
which was due in part to more persistent global price increases, a more rapid rebound in
domestic economic activity, and rising wage costs. It emerged that the outlook was for inflation
to continue rising in coming months but then start to ease, given that inflation expectations
remained anchored to the target. The MPC also discussed the Bank’s intervention in the foreign
exchange market, which had been infrequent in recent months, and noted that the market
appeared well balanced.

All members agreed that the Bank’s key rate should be raised, and they discussed rate increases
ranging from 0.25 to 0.75 percentage points. The main argument presented in favour of taking
a smaller step was that the impact of rate hikes on households’ debt service burden would
presumably be greater now than it had been before, in view of the larger share of non-indexed
variable-rate mortgages, making it preferable to continue taking cautious steps. Furthermore,
the impact of the interaction between rate hikes and the recent application of macroprudential
tools had yet to come to the fore. Moreover, it was pointed out that unemployment could rise
again when Government support measures were withdrawn. In view of this, there were
concerns that the economic recovery could prove fragile. It also emerged in the discussion that
a portion of inflation was due to temporary factors outside monetary policy control —i.e., rising
petrol prices and supply-chain disruptions — as underlying inflation had declined in recent
months. It was pointed out that by the time the impact of a November rate hike had peaked,
inflationary pressures stemming from these factors and from house price inflation would
probably have begun to subside.

The main argument presented in favour of taking a larger step was that inflation had been more
persistent and the inflation outlook had deteriorated at the same time as long-term inflation
expectations had risen by some measures. Furthermore, the labour market was recovering
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strongly, unemployment had declined, and the outlook was for wage cost increases in the
coming term to be larger than previously assumed. It emerged in the discussion that there was
the risk that higher imported inflation would push domestic inflation upwards; for instance,
through further rises in the price of services. This being the case, it was important to act
decisively so as to minimise the risk that inflation would turn out even more persistent and
inflation expectations would become unmoored from the target.

In view of the discussion, the Governor proposed that the Bank’s interest rates be raised by 0.5
percentage points. The Bank’s key rate (the seven-day term deposit rate) would be 2%, the
current account rate 1.75%, the seven-day collateralised lending rate 2.75%, and the overnight
lending rate 3.75%. All Committee members voted in favour of the proposal.

The MPC reiterated at the meeting that it would apply the tools at its disposal to ensure that
inflation eases back to the target within an acceptable time frame.

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

Katrin Olafsdéttir, Associate Professor, external member

Thérarinn G. Pétursson, Chief Economist of the Central Bank, was present for the entire
meeting. In addition, a number of 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 Wednesday on 9
February 2022.
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Announcement concerning Central Bank purchases of
Treasury bonds

At the beginning of May 2020, the Central Bank of Iceland began buying Treasury
bonds in the secondary market, in accordance with the 23 March 2020 statement by
the Monetary Policy Committee. According to that decision, the total amount
purchased may range up to 150 b.kr. The Bank will announce the maximum bond
purchase amount for each quarter in advance.

For Q3/2021, the Bank’s total purchases may range up to 10 b.kr. at market value.*
The Bank may buy bonds in all nominal benchmark series denominated in Icelandic
kronur.

The Central Bank will purchase the bonds by submitting bids to the Nasdaq Iceland
trading system. It is also possible that the Bank will announce purchases by auction.

Any auctions that are held will be announced with one day’s advance notice. The
announcement will specify the series and the estimated maximum amount to be
purchased.

Information on the general terms and conditions for auctions that may be held in
connection with the Central Bank’s purchase of Treasury bonds in the secondary
market can be found here.

The aim is to keep the scale of the purchases consistent with normal market
functioning. The Bank will set amounts, frequency, and execution of the purchases so
as to ensure the efficacy of the measures.

For Q2, it was announced that the Bank’s total purchases could range up to 20 b.kr.
market value. The Bank’s total purchases in Q2 came to 8.1 b.kr. market value, as
follows: RIKB25, 2.9 b.kr., RIKB28 2.9 b.kr., and RIKB31 2.3 b.kr.

A more detailed breakdown of the Bank’s bond purchases can be found here.

Further information can be obtained from Sturla Palsson, Director of the Markets
Department of the Central Bank, at tel +354 569-9600.

* The sale price or market value refers to the clean price plus accrued indexation; i.e.,
with indexation but without accrued interest.

No. 18/2021
1 July 2021
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SEDLABANKI ISLANDS

Vinnumarkadurinn a sér vioreisnar.von

Erindi um &kvordun PSN og forsendur hennar Rannveig Sigurdardéttir
Samidn 27. dgust 2021 Varasedlabankastjori peningastefnu

Ytri skilyrdi og innlent raunhagkerfi
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Smitum fjolgar pratt fyrir bolusetningar

* Smitum fjélgadi vida hratt i sumar i kjolfar utbreidslu Delta-afbrigdis veirunnar

¢ Bolusetning virdist po draga ur heettu a alvarlegum veikindum og minni homlur a efnahagsstarfsemi en i fyrri bylgjum farséttar pvi
moguleg

* Kroftugur bati alpjédlegrar eftirspurnar og framleidslutruflanir hafa leitt til mikillar haekkunar hrdvéruverds og flutningskostnadar

Ny dagleg tilfelli af COVID-19 Alpjédlegt flutninga- og hravoruverd!
1. febrdar 2020 - 20. agast 2021 Januar 2020 - dgust 2021
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ykkjarvoérur (13%) og hraefni (25%). Verdvisita t 2021. 2. Stadfest ny smit. Nordurlénd eru medaltal

't medaltal

gamaflutninga er Freightos Global Container Index. Gégn til og med 20.

smalastofnunin, Covid.is, Freightos Limited, Johns Hopkins University, Our World in Data

Hagstaedari vidskiptakjor og meiri fjolgun ferdamanna

e Vidskiptakjor toluvert hagstaedari i ar par sem haekkun alverds og kroftugri vidsniningur i verdi sjdvarafurda vegur a méti
alpjédlegum haekkunum
* Meiri fjolgun ferdamanna i ar — 680 pus. i stad 660 pus.

Vidskiptakjor véru og pjénustu 2015-20232 Brottfarir erlendra farpega um Keflavikurflugvoll 2019-
2021'
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Sur fjsldi hvers

2021 samkvaemt grunnspa Sedlabankans. 2. Grunnspa Sedlabankans 2021-2023. Brotalina synir sp4 PM 2021/2
Ferdamalastofa :
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. . ’ . . .
Meiri utflutningur og vidskiptaafgangur
* Meiri fjdlgun ferdamanna og betri horfur i sjavaritvegi gera pad ad verkum ad utflutningur eykst um 15% i ér i stad 11% i PM 21/2
e Minni Utflutningsvoxtur a naesta ari en spad var i mai: grunnahrif fra arinu i ar, lakari horfur i ferdapjénustu og minni porskafli
e Horfur & 1%% vidskiptaafgangi i ar i stad litillegs halla eins og spad var i mai: hagstaedari utanrikisvidskipti og vidskiptakjor

Utflutningur og framlag undirlida 2015-2023? Vidskiptajéfnudur 2015-20232
Breyting frd fyrra ari (%) % af VLF
15
20
10 — . . . .
N1 .
[
-10
-20 ‘
-30 k
-40 -10
2015 2016 2017 2018 2019 2020 2021 2022 2023 2015 2016 2017 2018 2019 2020 2021 2022 2023
W Ferdabjonusta e Sjvarafurdir o Alafurdir = Annar Gtflutningur —— Utflutningur alls mmVérur e bjénusta Jafnudur

biénusta er samtala 4 , fergalogum og ,farbegaflutningum med flugi®. Aldtflutningur skv. skilgreiningu bjé8hagsreikninga. Grunnspa
6fnudi. Grunnspé Sedlabankans 2021-2023. Brotalina synir spa fra PM 2021/2

etur verid ad summa undirlidanna sé ekki jofn heildarutflutningi
a synir spa fra PM 2021/2. 2. Jofnudur rekstrarfram
slands, Sedlabanki fslands.

1. Vegna kedjutenginga

talin med frump

Eftirspurn a F1 veikari en veenst var en F2 sterkur ...

* Einkaneyslan jokst um 2,5% milli fjérdunga a F1 skv. télum pjédhagsreikninga — helmingi minna en spad hafdi verid i PM 21/2
e Talid var ad heimilin gengju hradar @ mikinn sparnad i takt vid visbendingar aukna umferd, kortautgjold og bjartsyni heimila

¢ S6mu visbendingar benda til kroftugs vaxtar eftirspurnar @ F2

* Eins og visbendingar um atvinnuvegafjarfestingu @ F2 gera ni og gerdu a F1 - en pess sdust ekki merki i télum pjédhagsr.

Einkaneysla og sparnadur heimila! Einkaneysla og visbendingar? Visbendingar um alm. atvinnuv.fjarfest.
1. arsf). 2018 - 1. 4rsfi. 2021 1. 4rsfj. 2018 - 2. arsfj. 2021 1. arsfj. 2018 - 2. 4rsfj. 2021
Breyting fra fyrri fjerdungi (%) % af radstéfunartekjum Breyting fra fyrra ari (%) Visitala Breyting fra fyrra ri (%) Breyting fra fyrra ari (%)
25 20 600
8 s 50 500
6 20 220 40 400
10
4 100 30 300
2 15 s 20 200
0 » 80 10 Y\ / e 100
2 b 10 o 0 — N~ —f 0
-4 -5 ® i \/ \/V .
5 5 -20 200
10 40
-8 -30 300
- - - . - - 0 15 - . 20 -40 -400
1.6.'19 1.4i.'20 1.4.°21 2018 2019 2020 2021 2018 2019 2020 2021
= Einkaneysla (v. 4s) ——sparnadarhlutfall (h. 4s) = cinkaneysla (v. 3s) —Greidslukortavelta alls (v. s) —Velta { byggingastarfsemi og mannvirkjagerd (v. 4s)*
Innlend grei tavelta (v. 4s) ingavisitala Gallup (h. ds) flutningur almennra fjarfesti (v.as)*

Medaltal 2015-19 (h. 4s)
Umséknir um nyskraningar bilaleigubila (h. &s)

2021 fyrir einkaneyslu. 3. Sa
g juni. 4. Samanlagt innflutnir

avisitala Gallup er arstidarleidrétt. Grunnspa Sedlabankans
visitdlu. Punkturinn er daetlun Sedlabanka islands fyrir

1. Vid utreikning & hlutfalli sparnadar er midad vid 4a -6 s L tofunartekjur. Arstidarleioré
kattstimabilum o,
dvirt med gengisvisitslu

ni og mannvirkjagerd
og flutningataekja til atvinnurekstrar, b
r Slabanki fslands.

i skipa o flugvéla,
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... 0g horfur @ meiri hagvexti a arinu 6llu

¢ Horfur um atvinnuvegafjarfestingu litillega lakari i ar (4,5 i stad 4,9) ...

* ...vegna minni fjarfestingu hins opinbera og i ibudahtsnaedi en véxtur almennrar atvinnuvegafjarfestingar meiri (4,5% i stad 1%)
* Hagvaxtahorfur betriiar—4% i stad 3,1% - adallega vegna hagstaedara framlags utanrikisvidskipta

* Horfur @ svipudum hagvexti 4 naesta ari - en haegari vexti 2023 (2%)

Fjarmunamyndun og framlag undirlida 2015-2023! Hagvéxtur og framlag undirlida 2015-20231

Breyting fra fyrra 4ri (%) Breyting fra fyrra 4ri (%)
8

-15 r T T T T T T T T 1 -10 r T T T T T T T T ]
2015 2016 2017 2018 2019 2020 2021 2022 2023 2015 2016 2017 2018 2019 2020 2021 2022 2023
mmAlmennir atvinnuvegir  WStéridja Skip og flugvélar y Fjarmunamyndun
mmibudarhusnaedi = Hi opinbera Fjarmunamyndun alls mm Birgdabreytingar mm Utanrikisvidskipti VLF

1. Almenn atvinnuvegafjarfesting er atvinnuvegafjrfesting 4n fjarfestingar i orkufrekum i3nadi og i skipum og flugvélum. Grunnspa Sedlabankans 2021-2023. Brotalina synir spa fra PM 2021/2. 2. Grunnspa Sedlabankans 2021-2023,
2

gstofa [slands, Sedlabanki fslands

Atvinna hefur aukist hratt ...

e Samkvaemt VMK fjolgadi storfum um 4,2% milli ara i juli og voru rimlega 3% fleiri en pau voru fyrir farséttina
* Medalvinnutiminn pé enn um 2 klukkustundum styttri
* Atvinnupatttaka hefur nad pvi sem hun var fyrir farsétt - en vantar rima halfa présentu upp a hlutfall starfandi

Fj6ldi starfandi folks? Atvinna og vinnutimi Atvinnupatttaka og hlutfall starfandi?
Jandar 2018 - juli 2021 Janudar 2019 - jali 2021 Jandar 2019 - juli 2021
Visitala, 2019 = 100 Breyting frd fya &rl {%) % af mannfjslda 16-74 4ra

102 2 6 82

- £ g :
; A

a
94 74
-6
92 -
8
90 T T
-10 70
'8 19 20 21 : ; 2
jan. 19 jan. 20 jan. 21 jan. 19 jan. 20 jan. 21
——Fj6ldi starfandi  =——Launafélk 16-74 ara Launafélk alls ——Fjéldi starfandi ——Medalvinnutimi
Heildarvinnustundir —Atvinnubétttaka  —Hlutfall starfandi
nniheldur einnig b4 sem voru i faedin 4 sem voru med rei endurgjald

ur b hépa en inniheldur launafé
] 4 hlu

eru rstidarleidrétt af Sedlabanka Islands. 2. Tolur Ur vinnumark:
arleidréttar tolur

Snnun
innul
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... 0g atvinnuleysi minnkad mikid

e Atvinnuleysi var riflega 5% i juli samkvaemt VMK en 6,4% eins og pad er skrad hja VMST

¢ Langtimaatvinnuleysi einnig tekid ad minnka

e Frd april fram i juli hefur um helmingur afskraninga af atvinnuleysisskra verid vegna radningarstyrkja
* Dregur ur slaka @ vinnumarkadi

Atvinnuleysi og slaki & vinnumarkadi'

Langtimaatvinnuleysi’
Januar 2019 - juli 2021

Januar 2008 - juli 2021

* f fl
20 % af mannafla
35
18
16 3.0
14 25
12
20
10
8 15
6
1.0
4
3 05
0 = S 00 T T T . : r ,
jan.'19 jan.'20 jan.'21 08 10 12 ‘14 g 18 20
= Atvinnuleysi ——Skrad atvinnuleysi Slaki & vinnumarkadi
éttar tolur. Atvinnuleysi synt sem hlutfall af mannafla en slaki 4 vinnumarkadi sem hlutfall af mannafla med mégulegri vidbét. 2. Fisldi einstaklinga sem hefur verid & atvinnuleysisskra lengur en 12 manudi

fa [slands, Vinnumélastofnun, Sedlabanki fslands.

Mikil fjolgun lausra starfa og skortur a félki eykst

e Lausum storfum fjolgadi mikid a F2 - voru taeplega tvofalt fleiri en @ F2/2019 og teeplega pridjungi fleiri fyrirtaeki vilja fjolga
starfsfélki en faekka pvi — munurinn alika jakvaedur og hann var 2016 pegar mikill uppgangur var i pjédarbuinu
* Fyrirtaekjum sem segjast bua vid skort 4 starfsfolki fjolgar einnig mikid og NF-visitalan er nd svipud og F4/2019 — slakinn ad hverfa

Radningaraform fyrirtaekja! Nyting framleidslupatta?
1. dirsf]. 2020 2. arsf. 2021 1. drsf]. 2006 - 2. arsfj. 2021
Breyting fra fyrra ri (pus. starfa) Présentur Hlutfall fyrirtaskja (%) Fj6ldi stadalfravika
60 60 3
3 50
4 0 0 /\ 2
3 30 V

40 1
2 20 /\' \1
~
il 10 30 (w4 1]
0 0

A 10 20 =1
2 20 1 -
3 30
4 -40 0 3
1..'20 2..'20 3.j.'20 4.1i.'20 1.4.'21 20021 2006 2008 2010 2012 2014 2016 2018 2020
Wlausstérf(v.4s) W Hlutfall fyrirteekja sem vilja fjlga umfram faekka (h. &s) —Fyrirtaeki vi3 hamarksframleidslugetu (v. 4s) ——Fyrirteki sem bua vig skort 4 starfsfélki (v. ds)

NF-visitalan (h. as)

aksnnun Hagstofu fslan

utfall fyrirtaekja sem vilja fjslga eda
nun Gallup medal 4

kka starfsfolki naes

400 steerstu fyrirtzekja landsins og eru gognin arstidarleidrétt af Se
ipétta (NF-visitalan) er fyrsti frumbéttur valinna visbe

nytingu framleidsluf
r til svo medaltal hans er 0 og
ands, Sedlabanki fslands

dinga um ny

40 Monetary Policy Committee Report to Parliament



Atvinnuleysi hjadnar hradar en spad var i mai

* Slakinn i pjédarbudinu hefur minnkad hradar en spad var i mai: framleidsluslakinn i ar 1% af framleidslugetu i stad 2% i PM 21/2 og
talid ad atvinnuleysi verdi 6,5% ad medaltali i ar midad vid VMK (6,7% i PM 21/2) en 8,1% mifad vid VMST (9,1% i PM 21/2) ...

* ... minnkar einnig hradar en spdd var i mai og fer i 4/5-5% 2023 og verdur pa ordid svipad og pad var i addraganda farséttarinnar

e Framleidsluslaki présentu minni i ar

Atvinnuleysi 2015-20231 Framleidsluspenna 2015-20232

% af mannafla

% af framleidslugetu

Verdbolga
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3 atvinnuleysi Vinnumalastofnunar an hlutabéta (VMST). Grunnspa Sedlabankans 2021-2023. Brotalinur syna spa fra PM 2021/2. 2. Grunnspa
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Verdbolga virdist hafa nad hamarki

* Verdbdlga hefur verid yfir 4% fra aramoétum og for i 4,6% i april en hjadnadi i 4,3% i juli ... virdist hafa nad hamarki
* Hjadnar hradar @ maelikvarda verdbolgu an hisnaedis (4,8% i mars - 3,4% i juli) og undirliggjandi verdbolgu (4,6% i jan. - 3,8% i juni)
« Ahrif gengislaekkunar i fyrra greinilega minnkad: hratt hefur dregid Gr verdhaekkunum innfluttrar voru - en einnig innlendrar voru

Verdbélga 4 ymsa meelikvardal Verd innlendrar og innfluttrar véru
Jandar 2019 - juli 2021 Janiar 2019 - jali 2021
12 manada breyting (%) 12 manada breyting (%)
12
Innlendar vérur Innfluttar vérur

a —
o P \ © “A
3 \.M
AV ‘>
2 J \
2
: 0
0 =2 r T T T T T
jan. 19 jil. 19 jan. 20 jil. 20 jan. 21 jal. 21 19 20 2 19 20 21
—VNV  ——VNV én hisnadis Undirliggjandi verdbolg: i i —Buvirur og granmeti ——Agrar innl. mat & dr.vérur Adrar innlendar vérur
—Innfl. mat- og drykkjarv. Nyir bilar og varahlutir ——ABrar innfluttar vérur

(ahrif obeinna
gur pattur VNV

atta, sveiflukenndra matvérulida, bensins, opinberrar bjGnustu og raunvaxtakostnadar husnadislana eru undanskilin) og télfreedilegum maelikvérdum (vegio

Haerra gengi og haekkun launa og husnadis vegast a

e ISK hefur haekkad um 3% fra dramétum og 9%% fra pvi pad var laegst i sept. 2020 ... er pd enn 5%% laegra en i upphafi faraldurs
¢ Gengishakkun vegur @ moti dhrifum kréftugrar vidspyrnu innlendrar eftirspurnar sem birtist m.a. i téluverdum
launahakkunum og verdhaekkun hisnaedis
Gengi krénunnar® Laun? Undirligir verdbdlgu
2, januar 2015 - 20, agust 2021 1. 4rsfj. 2015 - 3. arsfj. 2021 Jandar 2017 - juli 2021
Visitala Breyting fré fyrra &ri (%) . Rzl dmadl g
22 14
5
210 12 a
& 4l
200 W 3 sl I.-
: it
190 ‘ | I \
8 . 1 |
180 o ]
6
170 <
o -2
160 3
150 2 -4
-5
120 0 2017 2018 2019 2020 2021
2015 2016 2017 2018 2019 2020 2021 2015 2016 2017 2018 2019 2020 2021 = Almenn pjénusta
Innlendar vérur &n buivéru og greenmetis
—Vidskiptavegin gengisvisitala —_— isi isitala hell —Hisnadi
. Bensin
= Innfluttar vérur dn dfengis, tobaks og bensins
- Adrir iir
Visitala neysluverds
1 gjaldmiéla i krénum (pr igskiptavog). 2. Gildi fyrir 3. arsfiéréung 2021 byggist 4 tlum fyrir jul
Heil fa islands, pj6dskra islands, Sedlabanki islands.
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Toluverd verdhaekkun i kjolfar vaxtalaeekkunar

+ ibudaverd & hofudborgarsveaedinu haekkadi um 15,4% milli ara i juli (sérbyli 18,9% - fjolbyli 14,1%)
* Manadartakturinn hjadnad fra pvi i mars og arstakturinn hjadnadi i juli

e Hagstedara vaxtaumhverfi hefur audveldad fasteignakaup

* Faraldurinn hefur dregid ur taekifeerum til neyslu og sparnadur heimila pvi aukist

e Vinnuumhverfi og rymisporf félks hafa breyst

ibidaverd a hofudborgarsvadinu®
Allt ibddarhisnadi Fialbyli Sérbyli

-4 -4
2014 2015 2016 2017 2018 2019 2020 2001 2014 2015 2006 2017 008 2019 2020 201 2014 2015 2016 2017 2018 2019 2020 2021

— 5 reyting milli manada (h. ds)
12 minada breyting (v. d5)

1. Visitala ibudaverds & héfudbol r m.v. drstidarleiGréttar tlur. Skyggt svaedi synir timabil COVID-19-faraldursins & fslandi.

Heimildir: Pj6dskra fslands,

garsvaedinu. Breyting milli ménad

labanki Islands.

[
7 . .
Haekkun verdbolguvaentinga ad ganga til baka?
¢ Visbendingar voru um ad kjolfesta verdbdlguvaentinga i markmidi vaeri ad veikjast i vor: vaentingar heimila (2 ara) og fyrirtaekja (5
ara) haekkudu og verdbdlgualagid haekkadi yfir allar timalengdir ... en nyjustu maelingar gaetu bent til pess ad haekkunin sé
mogulega tekin ad ganga til baka (pdtt 5 ara vaentingar fyrirtaekja haekki aftur og veentingar markadsadila haekki litillega)
Verdbolguvaentingar til 2 og 5 ara® Verdbdlgualag a skuldabréfamarkadi?
1. arsfj. 2018 - 3. drsfj. 2021 Jantar 2018 - dgust 2021
% %
50 50
2ar Sar
45 45
4,0 4,0
35 35
30 30
25 25 § S \/—A‘—
15 15
1,0 10 « v - . : - - .
2018 2019 2020 2021 2018 2019 2020 2021 jan. 18 jul. 18 jan. 19 jul. 19 jan. 20 jal. 20 jan. 21 jul. 21
—Fyrirtaeki ——Heimili Mark I bo ——24ra  =—54ra 104ra =5 &reftir 5 4r Verdbélgumarkmid
1. Kannanir Gallup 4 ver8bélguvaentingum heimila og fyrirtaekja og Sedlabankans 4 verdbélguvaentingum markadsadila. Midgildi svara. 2. Medaltal manada
Gallup, Sedlabanki Islands
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Heldur haegari hjodnun verdbdlgu en adur var spad

* Gengi kronunnar hefur haekkad heldur meira en spad var i mai og gert er rad fyrir ad pad haldist haerra Ut spatimann
* Verdbdlga & Q2 i takt vid spa en verdur heldur meiri Ut arid og hjadnar litillega seinna i markmid vegna
hradari minnkunar slaka i ar, meiri haekkun alpjédlegs hravoruverds og pralatari kostnadarprystingur vegna framleidslutruflana
skyra breytinguna
Gengi krénunnar 2015-20231 Verdbolguspa og dvissumat

1. arsfj. 2015 - 3. arsf]. 2024

Visitala Breyting fré fyrra ari (%)
7
Spa PM
2021/2 5

200 =
e =
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190
4
180 3 /‘/\
2
T A/\f
1
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o
150 e - . : : : . . . :
2015 2016 2017 2018 2019 2020 2021 2022 2023 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
——PM 2021/3 — =PM2021/2 ——Verdbslgumarkmid
B S0%likindabil W 75% likindabil 90% likindabil

Grunnspa Sedlabankans 2021-2023. Brotalina synir spa fra PM 2021/2

s, Sedlabanki Islands.

Peningamal i hnotskurn

j:/_l_d

Alpjédlegum Meiri fjolgun Spad um 4% Storfum fjolgar Verdbdlga i takt Mikil 6vissa —
efnahagsbata ferdamanna i hagvexti i ar og og atvinnuleysi vid spa 4 Q2 en ekki sist tengt
midar afram sumar en adur 4 naesta ari — minnkar hradar hjadnar litillega farsott og virkni
med aukinni spad en lakari horfur batna i en spad var i haegar en adur bélusetningar
bélusetningu horfur & Q4 ar fra maispa maf var talid

2 Ritid i heild @ Power Point myndir & Tist

@ Kynning adalhagfraedings @ Myndagogn @ racebook
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Midlun peningastefnunnar

Midlun peningastefnunnar

¢ ... og hlutur fastra évertryggra vaxta jokst

Meginvextir og vextir verdtryggdra Meginvextir og vextir dverdtryggdra utlana til

atlana til heimila® atvinnufyrirtaekja?
Jandar 2015 - juni 2021 Jandar 2015 - jini 2021
%

e Vextir nyrra 6verdtryggdra lana baedi til heimila og fyrirtaekja haekkudu i takt vid 25p vaxtaleekkun i mai sl.

Skipting nyrra ibudaléna bankanna
JanGar 2020 - jani 2021
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3 Ny Gtlan 40-160 m kr. — N Gtldn >=160 m.kr. P
——Husnadislan =——Neyslulin Gnnur lan Meginvextir Mvegiwmi' S ahan oot i L] yged - breytilegir  ® vges - fastir
Overdtryged - breytilegir M Overdtryged - fastir
a Gtlana stéru vidskiptabankanna priggja midad vid fjarhad Utldna. 2. Vegnir med. um Gtldnum stéru vidskiptabankanna priggja med legum véxtum midad vid fijarhaed
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Utlanavoxtur

e Til heimila mikill = 11,3% i juni — og hlutur innlansstofnana vex

e Staerstur hluti aukningarinnar til heimila tilkominn vegna éverdtryggdra lana

« Utldn til fyrirtaekja drégust saman um rdmleg 2% ad nafnvirdi i juni (1% & féstu gengi)
« Utlan til flesta atvinnugreina drégust saman

Hrein ny Gtlan innldnsstofnana, lifeyrissjéda og ILS til heimila® Utlan lanakerfis til atvinnufyrirtaekja?
Jandar 2015 - juni 2021 Jandar 2018 - juni 2021

o Ma.kr. Breyting fra fyrra ari (%)
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m Fiskveidar og idnadur I Byggingageiri Verslun
= Overdtryggd - innld i - vggd -innla i Overdtryggd - lifeyrissj6dir = Samgdngur og flutningar = pjonusta o Annad
. Verdtryggd - lifeyrissjodi - Verdtryggd - iLS Samtal . :
erotrvesa - Heyrissjodir erotrves amels Utlénastofn Utlnastofn 4 féstu gengi
samanstanda af nyjum Gtldnum a fradregnum umfram- og uppgreidslum eldri ldna. Télur yfir ny Gtlan lifeyrissjé8anna na fré september 2015. 2. Stofn Gitléna i erlendum gjaldmidli er reiknadur midad vid visitolu
uni 2021,
banki Islands.

Takk fyrir
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SEDLABANKI ISLANDS

Sér fyrir endann a kofkreppunni en

veiruafbrigdin skapa ovissu

Kynning fyrir Félag atvinnurekenda Rannveig Sigurdardottir
1. september 2021 varased@labankastjori peningastefnu

Ytri skilyrdi og innlent raunhagkerfi
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Smitum fjolgar pratt fyrir bolusetningar
* Smitum fjolgadi vida hratt i sumar i kjolfar Utbreidslu Delta-afbrigdis veirunnar
* Bolusetning virdist pd draga ur haettu 4 alvarlegum veikindum og minni hémlur 4 efnahagsstarfsemi en i fyrri bylgjum farséttar pvi
moguleg
* Kroftugur bati alpjodlegrar eftirspurnar og framleidslutruflanir hafa leitt til mikillar haekkunar hravéruverds og flutningskostnadar
Ny dagleg tilfelli af COVID-19" Alpjédlegt flutninga- og hravoruverd?®
1. febrdar 2020 - 20. agust 2021 Jantar 2020 - dgust 2021
Fjéldi & hverja 100 pus. ibtia Visitala, jandar 2020 = 100 Visitala, jandar 2020 = 100
220 700
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o 160 200
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0 r = 80 0
feb.20 apr.20 jUn.20 4g0.20 okt 20 des 20 feb.21 apr.21 jdn.21 4gu.21 jan.20  apr.20  jul.20 okt 20 jan.21  apr.21  jul21
—island  ——Bandarikin Evrusvaedi ——Bretland Nordurldnd ——Hrévara an orkugjafa (v. &s) ——Landbunadarafurdir (v. 4s)
Malmar (v. 4s) —Gémaflutningar (h. 4s)
3 hraefni (25%). Verdvisitala gamaflutninga er Freightos Global Container Index. Gégn til og med 20. agdst 2021. 2. Stadfest ny smit. Nordurlénd eru medaltal
heilbrigdismalastofnunin, Covid.is, Freightos Limited, Johns Hopkins University, Our World in Data.
I

Hagstaedari vidskiptakjor og meiri fjolgun ferdamanna

* Vidskiptakjor toluvert hagstaedari i ar par sem haekkun alverds og kroftugri vidsnuningur i verdi sjavarafurda vegur a maoti
alpjédlegum haekkunum
e Mikil fjolgun ferdamanna @ sumarmanudum skilar meiri Utflutningstekjum - 680 pus. i stad 660 pus. & arinu i heild

Vidskiptakjor véru og pjéonustu 2015-20232 Brottfarir erlendra farpega um Keflavikurflugvoll 2019-
2021’
Breyting fré fyrra ari (%) Uppsafnadur figldi (bisundir)
2,500
6
2,000
4
2 /\ e
J S == \ 1,000
”
4 Gl
Spa PM
2021/2 500
-4
-6 (0 —
2015 2016 2017 2018 2019 2020 2021 2022 2023 Jan Feb Mar Apr Mai Jan Jal égﬂ Sep Okt Név Des
—2019 2020 2021

s. Punkturinn synir heildarfjélda 2021 samkvaemt grunnspa Sedlabankans. 2. Grunnspa Sedlabankans 2021-2023. Brotalina synir spa PM 2021/2.
ofa islands, Sedlabanki Island:
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Meiri Utflutningur og vidskiptaafgangur

* Meiri fjolgun ferdamanna @ sumarmanudum, betri horfur i sjavardtvegi og meiri voxtur annars pjénustuutflutnings gera pad ad
verkum ad utflutningur er nd talinn aukast um 15% i ar i stad 11% eins og gert var rad fyrir i mai

Minni utflutningsvoxtur a naesta ari en spad var i mai: grunnahrif fra arinu i ar, lakari horfur i ferdapjénustu og minni porskafli
Horfur @ 1%% vidskiptaafgangi i ar i stad litillegs halla eins og spad var i mai: hagsteedari utanrikisvidskipti og vidskiptakjor

Utflutningur og framlag undirlida 2015-2023? Vidskiptajéfnudur 2015-20232
Breyting fra fyrra 4ri (%) % af VLF
15
20
——
10 — ' .
N1 . a . o
-10
-20 ‘
-30 k
-40 -10
2015 2016 2017 2018 2019 2020 2021 2022 2023 2015 2016 2017 2018 2019 2020 2021 2022 2023
mmFerdabjonusta W Sjavarafurdir = Alafurdir =N Annar atflutningur —— Utflutningur alls - /rur m=bj6nusta J8fnudur

Vegna kedjutengingar getur verid ad s
ns 2021-2023. Brotalin ir spa frd PM 2021/2. 2. J6fnudur rekstrarframlaga talin med frumpéttajéfnudi. Grunnspa Sedlabankans 2021-2023. Brotal
gstofa islands, Sedlabanki islands.

mma undirlidanna sé ekki j6fn heildardtflutningi. Ferdabjénusta er samtala & ,fer8alégum® og ,farbegaflutningum med flugi”. Altflutningur skv. skilgreiningu pjédhagsreikninga. Grunnspa
synir spa fra PM 2021/2

Tolur pjodhagsreikninga fyrir H1 2021

e Voxtur pjodarutgjalda kroftugri 4 H1 en spd PM 2021#3 gerdi rad fyrir ...
e ... en framlag utanrikisvidskipta neikvaedara
bjédhagsreikningar fyrir H1 2021 og mat Sedlabankans Einkaneysla og sparnadur heimila®
1. drsfj. 2018 - 2. drsfj. 2021
Breyting fré fyrra ri (%) Breyting fré fyrri fj6rdungi (%) % af rédstofunartekjum
131 10 25
8
6 20
4
2 15
0 k-_—\_ — - -
-2 e ——y 10
-4
-6 5
8
) 10 « - - - - - - » 0
Einka-  Sam- Fjgr-  Neysla  pjodar- Ut- Inn- Framlag  VLF 1.1).18 3.1).118 1.1,.19 3..'19 1.fj.'20 3.fj."20 1.4)."21
neysla  neysla fest. og fjar- atgj. flutn. flutn.  wtanrikis-
festing vidskipta
il ysla (v. s) darhlutfall (h. as) Medaltal 2015-19 (h. as)
WPM2021/3 ™ Hagstofa fslands hagvaxtar
lutfalli sparnadar er midad vid daetlun Sedlabankans um rédstéfunartekjur fra PM 2021/3. Arstidarleidrétt gogn.
{slands, Sedlabanki [slands.
|
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Horfur um fjarmunamyndun litillega lakari i ar skv. spanni vegna minni fjarfestingu hins opinbera og i ibudahlsnaedi en voxtur
atvmnuvegafjarfestmgar meiri
e Tolur fyrir H1 benda til ad pad geeti verid meiri kraftur i fijarfestingunni en spain gerir rad fyrir
* Hagvaxtahorfur betri i ar—4% i stad 3,1% - adallega vegna hagsteedara framlags utanrikisvidskipta
e Horfur a svipudum hagvexti 4 naesta ari - en haegari vexti 2023 (2%)
Fjarmunamyndun og framlag undirlida 2015-2023! Hagvoxtur og framlag undirlida 2015-20231
Breyting fra fyrra ari (%) s Breyting fra fyrra ari (%)
20 ‘ 6
15 4
’
10 ‘
0
=i
2
o]
-4
s .
-10 -8
15 -10
2015 2016 2017 2018 2019 2020 2021 2022 2023 2015 2016 2017 2018 2019 2020 2021 2022 2023
mm Almennir atvinnuvegir s Stéridja Skip o flugvélar . Einkaneysla == Samneysla Fjarmunamyndun
= budarhusnaedi = Hid opinbera Fjarmunamyndun alls i yting: = Utanrikisvidskipti VLF
rfesting an fjarfestingar i orkufrekum idnadi og i skipum og flugvélum. Grunnspa Sedlabankans 2021-2023. Brotalina synir spa fra PM 2021/2. 2. Grunnspa Sedlabankans 2021-2023
slands, Sedlabanki [slands.

Atvinna hefur aukist hratt

* Samkvaemt VMK fjolgadi storfum um 4,2% milli ara i juli og voru rumlega 3% fleiri en pau voru fyrir farséttina
e Medalvinnutiminn pé enn um 2 klukkustundum styttri
e Atvinnupatttaka hefur nad pvi sem hun var fyrir farsétt - en vantar rima halfa présentu upp a hlutfall starfandi

Fjoldi starfandi folks? Atvinna og vinnutimi Atvinnupatttaka og hlutfall starfandi?
Jantar 2018 - jili 2021 Jandar 2019 - juli 2021 Jantar 2019 - juli 2021
Visitala, 2019 = 100 Breyting fré fyrra drl (X) % af mannfjslda 16-74 4ra

102 g 6 82

" £ ] :
; RS v A

9 =

74
-6
92
8 72
90 T
-10 70
18 '19 20 21 < 8 :
jan. 19 jan. 20 jan. 21 jan. 19 jan. 20 jan. 21
——rFj6ldi starfandi  ——Launafélk 16-74 dra Launafélk alls ~—Fjoldi starfandi “~=Medalvinnutimi

Heildarvinnustundir

——Atvinnupatttaka ——Hlutfall starfandi

Sfunnar (VMVK) og fiéldi launafélks
lum aldri. Priggja manada hre
ngtimaatvinnuleysi sem eru fra Vinnur

6-74 dra inniheldur ein
Gogn fyrir launafélk eru

1. Fjoldi starfandi félks skv. vinnumarkadskénnun H

(ﬂhp Hagstofa fs
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... 0g atvinnuleysi minnkad mikid

* Atvinnuleysi var riflega 5% i juli samkvaemt VMK en 6,4% eins og pad er skrad hja VMST

¢ Langtimaatvinnuleysi einnig tekid ad minnka

e Frd april fram i juli hefur um helmingur afskraninga af atvinnuleysisskra verid vegna radningarstyrkja

e Dregur Ur slaka a vinnumarkadi
Atvinnuleysi og slaki & vinnumarkadi'

Langtimaatvinnuleysi’
Jandtiar 2019 - juli 2021

Jandar 2008 - juli 2021

o f fl,
o % af mannafla
35
18
16 30
14 35
12
20
10
8 15
6
10
a
2 05
0‘ " N " i " 00
jan.'19 jan.'20 jan.'21 08 ) oo it 16 18 20
—Atvinnuleysi ——Skrad atvinnuleysi Slaki 4 vinnumarkadi

1. Arstidarleidréttar tslur. Atvinnuleysi synt sem hlutfall af mannafla en slaki & vinnumarkadi sem hiutfall af mannafla med mégulegri vidbét. 2. Fisldi einstaklinga sem hefur verid 4 atvinnuleysisskra lengur en 12 manudi
Hagstofa fslands, Vinnumlastofnun, Sedlabanki fslands

|| |
[
Mikil fjolgun lausra starfa og skortur a félki eykst
* Lausum stérfum fj6lgadi mikid a F2 - voru taeplega tvofalt fleiri en @ F2/2019 og taeplega pridjungi fleiri fyrirtaeki vilja fidlga
starfsfélki en faekka pvi — munurinn dlika jakvaedur og hann var 2016 pegar mikill uppgangur var i pjédarbuinu
* Fyrirtaekjum sem segjast bua vid skort a starfsfélki fjolgar einnig mikid og NF-visitalan er nu svipud og F4/2019 — slakinn ad hverfa
Radningaraform fyrirtaekjal Nyting framleidslupatta?
1. arsfj. 2020 - 2. érsfj. 2021 1. érsfj. 2006 - 2. arsfj. 2021
Breyting fra fyrra ari (us. starfa) Prosentur Hiutfall fyrirtaekja (%) Fioldi stadalfravika
60 60 3
5 50
4 40 £ \ /\ 3
2 =Y 40 \/ \ /\» 1
i 20
o 10 30 \’\ \Jf 0
. ; WA
4 10 20 -1
2 220 10 -2
3 -30
-4 -40 0 r T T T T T T T -3
1.1j.'20 2.1j.'20 3.1j.20 4.1.20 1.1.21 2.fi.21 2006 2008 2010 2012 2014 2016 2018 2020
W Laus st&rf (v. 4s) m Hlutfall fyrirtaekja sem vilja fjdlga umfram fakka (h. 4s) ——Fyrirtaeki vid hamarksframleidslugetu (v. 4s) ——=Fyrirtaki sem biia vid skort & starfsfslki (v. as)
NF-visitalan (h. as)
1. Laus storf skv. fyrirtael g utfall fyrirtaekja sem vilja fjélga eda a starfsfolki naestu 6 manudi er ur kénnun Gallup medal 400 staerstu fyrirtaekja landsins og eru gégnin arstidarleidrétt af Sedlabanka
slands. 2. Maelikv ja landsins. Visitala nytingar framleidslupatta (NF-visitalan) er fyrsti frumpattur valinna visbendinga um nytingu
framleidslup: n31PM 2018/2
||
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Atvinnuleysi hjadnar hradar en spad var i mai

e Slakinn i pjédarbuinu hefur minnkad hradar en spdd var i mai

e Atvinnuleysi minnkar einnig hradar en spad var i mai og verdur ordid svipad og pad var i addraganda farsottarinnar

e Framleidsluslaki présentu minnii ar

Atvinnuleysi 2015-20231

% af mannafla

10
Spa PM
9 2 4 o
1 - ~
8 ~
o ) Spa PM
< 2021/2

6 S L
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3

2

i

0

2015 2016 2017 2018 2019 2020 2021 2022 2023

=—=VMST

—\MK

og skrad atvinnuleysi V

nnumalastofnunar an hlutabéta (VMST). Grunnspa Sedlabankans 2021-2023. Brotalinur syna spé frd PM 2021/2

Framleidsluspenna 2015-20232

% af framleidslugetu

’
,’\ Spé PM

2021/2

2015 2016 2017 2018 2019 2020 2021 2022 2023

2. Grunnspa

Verdbolga
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Verdbdlga 8 ymsa maelikvardal
Jantar 2019 - gust 2021

12 manada breyting (%)

Verdbolga virdist hafa nad hamarki

* Verdbdlga hefur verid yfir 4% fra aramotum og for i 4,6% i april en hjadnadii4,3% i jali ...
e ...virdist hafa nad hamarki — sem sést betur pegar horft er til ver6bdlgu an hisnadis og undirliggjandi verdbolgu
* Ahrif gengislaekkunar i fyrra fara greinilega minnkandi: hratt hefur dregid dr verdhaekkunum innfluttrar véru en einnig innlendrar

Verd innlendrar og innfluttrar véru

Jandar 2018 - dgust 2021

12 ménada breyting (%)

12
- Innlendar vérur Innfluttar vérur
) /\%— :
6
2 - A=A
4
: A \ 2 /f" : - A
3 NS
o j X
NS i
2 W 4
-6
1 2018 2019 2020 2021 2018 2019 2020 2021
0 —Buvérur og grenmeti —— Adrar innlendar mat- og drykkjarvérur
jan. 19 jal. 19 jan. 20 jdl. 20 jan. 21 jul. 21
Adrar innlendar varur —Innfluttar mat- og drykkjarvérur
=—VNV  =—=VNV an hi L di bolg; bé
Nyir bilar og varahlutir ——Adrar innfluttar vérur (an eldsneytis)
shrif beinna skatta, sveiflukenndra matvérulida, bensins, opinberrar bjénustu og raunvaxtakostnadar hus na eru undanskilin) og tolfreedilegum meelikvordum (vegid
attur VNV)

Gengi krénunnar?!
2. jantar 2015 - 20 4gust 2021

Visitala

2015 2016 2017 2018 2019 2020 2021

—Vidskiptavegin gengisvisitala

lendra gjaldmidla i kronum (bréng vids
Hagstofa fslands, Pj6dskré fslands, Sedla

anki islands

Laun?
1. arsfj. 2015 - 3. arsfj. 2021

Breyting fr fyrra 4ri (%)

Haerra gengi og haekkun launa og husnaedis vegast a

* ISK hefur haekkad um 3% fra dramdtum og 9%% fra pvi pad var laegst i sept. 2020 ... er p6 enn 5%% laegri en i upphafi faraldurs
* Gengishakkun vegur @ moti dhrifum kréftugrar vidspyrnu innlendrar eftirspurnar sem birtist m.a. i téluverdum
launahakkunum og verdhaekkun hisnaedis

Undirligir verdbolgu
Jandar 2017 - dgust 2021

Framlag til drsverdbolgu (%)

5
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4
L 1
2 2
3
2 -4
S
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= Almenn pjénusta
Innlendar vérur n bvaru of gresnmetis

tavog). 2. Gildi fyrir 3. arsfj6roung 2021 byggist 4 talum fyrir jili

- Hiisneedi
m— Bensin
s Innfluttar vorur an dfengis, tébaks og bensins
w— Adrir igir
Visitala neysluverds
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7 . .
Haekkun verdbolguvaentinga ad ganga til baka?
¢ Visbendingar voru um ad kjolfesta verdbdlguvaentinga i markmidi vaeri ad veikjast i vor...
¢ ...en nyjustu meaelingar geaetu bent til pess ad hakkunin sé mogulega tekin ad ganga til baka (pott 5 ara vaentingar fyrirtaekja haekki
aftur og veentingar markadsadila haekki litillega)
Verdbolguvaentingar til 2 og 5 ara® Verdbélgualag 4 skuldabréfamarkadi?
1. arsfj. 2018 - 3. 4rsfj. 2021 Jantiar 2018 - dgust 2021
% %
5,0 5,0
2ar Sar
45 45
4,0 4,0
35 35
3,0 3,0
28 25 4 — \/_/\_
15 5
1,0 1,0 r T T T T T T T
2018 2019 2020 2021 2018 2019 2020 2021 jan. 18 jul. 18 jan. 19 jal. 19 jan. 20 jal. 20 jan. 21 jul. 21
—Fyrirtaeki imili k il bo —24ra ——5ara 104ra =5 ar eftir 5 4r Verdbélgumarkmid
1. Kannanir Gallup & verdbélguvaentingum heimila og fyrirtaekja og Sedlabankans 4 verdbslguvaentingum markadsadila. Midgildi svara. 2. Medaltal manada
H ir: Gallup, Sedlabanki fslands.

Heldur hzegari hjodnun verdbodlgu en adur var spad

¢ Gengi krénunnar hefur haekkad heldur meira en spad var i mai og gert er rad fyrir ad pad haldist haerra Ut spatimann
e Verdbdlga 4 Q2 i takt vid spa en verdur heldur meiri Ut arid og hjadnar litillega seinna i markmid vegna
hradari minnkunar slaka i ar, meiri haekkun alpjédlegs hravoruverds og praldtari kostnadarprystingur vegna framleidslutruflana
skyra breytinguna
Gengi krénunnar 2015-20231 Verdbdlguspa og Gvissumat
1. arsf]. 2015 - 3. arsfj. 2024
Visitala Breyting fra fyrra ari (%)
Spa PM Z
20212
200 / — °
S ===
5
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4
180 3 /\/\
2 /_\/\/v N spapm
170 2021/2
1
160
0
150 1 r T T T T T T T
2015 2016 2017 2018 2019 2020 2021 2022 2023 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
——PM 2021/3 = =PM 2021/2 —\/erdbolgumarkmid
. 50% likindabil . 75% likindabil 90% likindabil
1. br¢ avog. Grunnspa Sedlabankans 2021-2023. Brotalina synir spa fra PM 2021/2
1 fa islands, Sedlabanki islands
| |
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Spa Sedlabankans i hnotskurn

Alpjodlegum
efnahagsbata
midar afram
med aukinni

Meiri fjdlgun
ferdamanna i
sumar en aéur
spdad en lakari

Spad um 4%
hagvexti i ar og
4 naesta ari—
horfur batna f

Storfum fjolgar

og atvinnuleysi

minnkar hradar
en spad var |

Verdbolga i takt
vid spa a Q2 en
hjadnar litillega

Mikil évissa —
ekki sist tengt
farsott og virkni

haegar en adur bélusetningar

bélusetningu horfur a Q4 ar fra maispa maf var talid
L Ritid i heild @ Power Point myndir Lj) Tist
@ Kynning adalhagfraedings & Myndagogn © Facebook

e ... og hlutur fastra dvertryggra vaxta jokst

Meginvextir og vextir éverdtryggdra
Gtlana til heimila®

Jantar 2015 - juni 2021

%

Midlun peningastefnunnar

e Vextir nyrra 6verdtryggdra lana badi til heimila og fyrirtaekja haekkudu i takt vid 25p vaxtaleekkun i maf sl.

Meginvextir og vextir dverdtryggdra Gtlana til
atvinnufyrirtaekja?
Jantar 2015 - juni 2021

Skipting nyrra ibidaldna bankanna
Jandar 2020 - jini 2021
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- Ny Gtldn 40-160 m.kr. — Ny Gtlan >=160 m.kr. -
——Husnadislan ——Neyslulan ——Onnur l4n -~ Meginvextir Mvgsmvmi,m'aba"kam i W Verdtryggd - breytilegir M Vertryged - fastir
O vggd - [ 1ol yggd - fastir
2 Gtlana storu vidskiptabankanna priggja midad vid fiarhaed tlana. 2. Vegnir medalvextir 4 Gverdtryggdum ttlanum storu vidskiptabankanna priggja med breytilegum véxtum midad vid fiarhaed
atl
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Utlanavoxtur

e Til heimila mikill = 11,3% i juni — og hlutur innlansstofnana vex
e Steaerstur hluti aukningarinnar til heimila tilkominn vegna 6verdtryggdra lana
« Utlan til fyrirtaekja drégust saman um rimleg 2% ad nafnvirdi i jini (1% a fostu gengi) — en Gtgafa markadsskuldabréfa lifleg

« Utlan til flesta atvinnugreina drégust saman

Hrein ny Gtlan innldnsstofnana, lifeyrissjéda og ILS til heimila®

Jantar 2015 - juni 2021

Ma.kr.

2015 2016 2017 2018 2019

mm Overdtryggd - innld ir -

yggd - i
. Verdtryggd - lifeyrissjodir = Verdtryggd - ILS

Hrein ny Gtlan samanstanda af nyjum Gtlénum ad fradregnum umfram

2020 2021

Overdtryggd - lifeyrissjodir

Samtals

og uppgreidslum eldri lana. Télur yfir ny
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4
2
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2 | |1
-4 i
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£
2018 2019 2020 2021
m Fiskveidar og idnadur m— Byggingageiri Verslun
w— Samgongur og flutningar - bjcnusta e Annad
Utlanastofn Utlanastofn & féstu gengi
(tl4n lifeyrissjé8anna n4 fré september 2015. 2. Stofn Gtléna f erlendum gjaldmidli er reiknadur midad vié visitslu

Utlan lanakerfis til atvinnufyrirtaekja?
Januar 2018 - juni 2021

Breyting fré fyrra ari (%)

Takk fyrir
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SEDLABANKI ISLANDS

Nyr Sedlabanki

Reikningsskiladagur 2021 Asgeir Jénsson
Félag loggiltra endurskodenda Sedlabankastjori

Ny og 6flug stofnun a grunni tveggja eldri

Sedlabanki islands
172 starfsmenn

Fjarmalaeftirlitio

116 starfsmenn
Rekstrargjold 2019: 2,2 ma.kr

Rekstrargjold 2019: 4,7 ma.kr

U

Nyr sameinadur
Sedlabanki islands

300 starfsmenn
Rekstrargjold 2020: 7,4 ma.kr.
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(eniN

Ny stofnun med prju meginmarkmid

Markmid Sedlabanka [slands

Traust og 6rugg

Stodugt verdlag Fjarmalastodugleiki fiarmélastarfsemi
Sedlabanki islands skal Sedlabanki islands skal Sedlabankinn skal
studla ad stodugu studla ad fylgjast med ad
verdlagi og er heimilt fjarmalastddugleika starfsemi eftirlitsskyldra
med sambpykki radherra adila sé i samraeemi
ad lysa yfir tolulegu vid log

markmidi um verdbolgu

.
. o
Skipurit Sedlabanka Islands
90000600
Sedlabankastjéri 90000
Bankarad w 5
“ Asgeir Jonsson “
H Peningastefnunefnd
i Varasedlabankastjérar 0000000
Innri endurskodun B Peningastefna
AT LR \: e ele S Dan I, Fjarmalastsdugleikanefnd
Fiarmalastbugleiki
[ R—— 000 0O
a4 Fidrmalaeftirlit Fiarmalaeftirlitsnefnd
> Unnur Gunnarsdéttir
___________ Skrifstofa bankastjora
Rannveig Jiniusdéttir
_______ Rekstur
bora Helgadottir 5 5
& = o g
Xz e EXY 2
_______ Upplysingatzkni/gagnassinun F) ol H 5 g HES 38
Logi Ragnarsson S BN Bl B B BHO
°3 1 B B §3 g
23 £ 3 28 5 F EY o
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SEDLABANKASTJORI

=1 E‘iﬂ?('fsmm

VARASEDLABANKASTJORI | VARASEDLABANKASTJORI [l VARASEDLABANKASTJORI

PENINGASTEFNUNEFND FJARMALASTODUGLEIKANEFND FJARMALAEFTIRLITSNEFND

LALLLON {00 e

Innri medlimir @ Ytri medlimir skipadir

MARKMID: LB r;::gr’?):s ORUGG
STODUGT VERDLAG FJARMALASTOBUGLEIKI E IARMAL AL ERHE S

TAKI: TAKI: TAKI:

 Vextir « Pjédhagsvartdartaski: « Akvordun um

o Vidskipti vid « Eiginfjaraukar eiginfjarparf banka
lanastofnanir  Vedsetningar- og s Starfsleyfi og heefismat

« Bindiskylda greidslubyrdahlutfall  Kaerur, stjornvaldssektir,

e Inngripa  Takmork 4 lan i erlendum dagsektir, o.fl.
gjaldeyrismarkadi gjaldmidlum o.fl « Utgafa tilmeela til

 Skuldabréfakaup eftirlitsskyldra adila

| ]

Eftirlitsstarfssemi & heima i Sedlabankanum

Bankaeftirlitid faert ur
Sedlabankanum, FME

FME sameinad

Sedlabankanum

stofnad

1998 2020

A 4

y

2008

Dreifd abyrgd og eftirlit med

fjarmalakerfinu var veikleiki i
addraganda fjarmalakreppunnar

* Eftir sameiningu: Ein stofnun ber dbyrgd a fjarmalastodugleika og byr yfir 6llum
helstu upplysingum um fjarmalakerfid og préoun kerfislaegrar dhaettu innan pess.

* Sedlabankinn hefur nu skyrari valdheimildir og slagkraft til ad geta haft ahrif a
hegdun fjdrmalastofnana og markadsadila til hins betra.
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Meginvextir Sedlabankans sogulega lagir

Vextir leekka um 2 pr. i kjolfar
fyrsta COVID smits

Erlend stada sterk — erlendar eignir umfram
erlendar skuldir
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Utanrikisvidskiptin i jafnvaegi pratt fyrr
utflutningsafallid

% af landsframleidslu
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mmVoruskipti bjonustujofnudur  —Voru- og pjonustuvidskipti

Gildi fyrir arid 2021 ur spa Peningamala 2021/3.

Sedlabankinn byr yfir 900 milljarda kréna
gjaldeyrisforda — vel yfir algengum viomidunum
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= Fordi fjarmagnadur i islenskum krénum Skuldir Se8labankans og rikissjods i erlendum gjaldmiélum  =—Gjaldeyrisfordi - alls
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.
Inngrip Sedlabankans hafa skapad
gengisstodugleika
make. ISK/EUR
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Raungengi hefur verid nokkud st6dugt borid saman
vid fyrri efnahagssamdrattarskeid

Visitala 2005=100
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=

Sameinud stofnun: betri yfirsyn, baett greining og
samramd vidbrogd

AV

[-]

LA

o

<<l

Med meiri og betri yfirsyn yfir fjiarmalakerfid og 6flugum taekjum hefur
slagkraftur bankans aukist.

Oflugri greining og eftirlit eykur vidbragdsflyti, styrkir peningastefnu og
fijarmalastodugleika i landinu.

bpungi framkveemdar peningastefnunnar liggur ekki i jafn rikum meeli &
vaxtataekinu og adur. Minni porf 8 homlum og sértaekum takmorkunum &
vidskiptum
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SEDLABANKI ISLANDS

The Krona Conundrum

IPE Iceland 2021
07.10.2021

Asgeir J6nsson
Governor of the Central Bank of Iceland

millennium size

Assets to GDP (%)

The Icelandic pension system is threefold its pre-

Yearly asset growth (%)
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Favourable democraphics, high labour participation rate & high
compulsory payments per employee are contributing factors to its size..

Old-age dependency ratio 2050

Labour participation rate age 65 - 74 years (%
- 15 particip; g vears (%)
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... and high rate of return has further increased the size of

the funds despite lower long run real interest rates
Real return of return - Pillar Il pension fund S¥ real interest rate %
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Asset diversification essential to a small market
Total market cap of the Icelandic equity and listed securites market 185% of GDP
Foreign assetst % of total assets
Icelandic pension fund asset composition, % of total assets % of total assets 100
’ | I m
90
80 80
30
70 4 70 A
60 1 % 60 -
50 20
50
40
15 40 -
30 4
i 10 30
20 *
10 4 5 20 4 24
1990 2000 2010 2020
= Mortgages loans to members 0
Government securities, HFF, other listed and unlisted bonds Holland Iceland Denmark
mm Deposits and other assets
B Equity and equity funds
Foreign assets (r. axis)
Source: DNB, Nationalbanken, Nazdaq, Central Bank of Iceland.
| |
]

Contribution to the pension funds creates greater
trade surplus

Trade balance % of GDP
15:
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Forecast for 2021 from Monetary Bulletin 2021/3.
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20

Strong NIIP — foreign assets larger than foreign debt

60 Net international investment position as % of GDP
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Central bank intervention in the currency market
has brought about greater stability

% of GDP
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Compared to previous recessions the real exchange
rate has been relatively stable in the current one

Real exchange rate, index 2005=100
Growing cod stock Financial boom Tourism boom

Capelin boom

dot.com bubble
WA\ ri

’ w b M
25Y average v Covid-19 crisis
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Transition periods in pension savings pose
challenges for a small economy

Establishing the pension system in the 60s and 70s was a wise move and of
great importance for the Icelandic economy and people

The size of the largely fully funded system can pose challenges for a small
economy and financial markets during transition periods, i.e. during the funds'
expansion phase and when pension savings are being extracted from the system

Foreign investments are an important factor in risk diversification as well as for
minimizing the impact of changes in pension savings on economic stability

Recent years have shown the importance of effective stability oriented policies
— better alignment with economic fundamentals has been achieved through
concerted fiscal and monetary policy efforts

B

[o]
MY

50)
<<
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SEDLABANKI ISLANDS

Hagstjorn i heimsfaraldri

Hva0 tokst vel og hverjar er horfurnar?

Fjarmalarddstefna sveitarfélaga 2021 Rannveig Sigurdardottir
7. oktéber 2021 varasedlabankastjori peningastefnu

Kapphlaup smita og bdlusetninga

e Smitum fjolgadi vida hratt i sumar i kjolfar utbreidslu Delta-afbrigdis veirunnar ... en hefur faekkad a ny hér a landi
* Meirihluti ibda idnrikja bolusettur — hlutfallid dvida jafn hatt og hér

e Hefur pvi dregid ur haettu & alvarlegum veikindum og gert stjornvéldum kleift ad slaka a séttvérnum

e Teeplega pridjungur bolusettur a heimsvisu

Ny dagleg tilfelli af COVID-19? Fjoldi folks sem er fullbSlusett?

1. febrdiar 2020 - 23. september 2021 1. jandar 2021 - 22. september 2021

Fjoldi & hverja 100 pus. ibia % af fijolda ibua
0

feb.20 apr.20 jun.20 3gu.20 okt.20 des. 20 feb.21 apr.21 jin.21 Zgu.21

——island  ——Bandarikin Evrusvaedi  =——Bretland Nordurlénd i ikin Evrd

yfanlegt medaltal. 2. Hlutfall folks sem talid er fullbSlusett samkveemt vidmidi heilbrigdisyfirvalda. Nordurlond eru medaltal Danmerkur, Noregs og Svibjédar. Sjé daga hreyfanlegt medaltal.
AIbjédaheilbrigdismalastofnunin, Covid.is, Johns Hopkins University, Our World in Data.
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Haegfara bati utflutnings eftir afoll sidasta ars

« Utflutningur drdst saman um 30% i fyrra — pjonustuttflutningur um 50% en vérudtflutningur um teeplega 9%

e Haegfara en skrykkjottur bati utflutnings

* Fer8amonnum fjolgadi hratt i sumar: 337 pus. fra jandar til agust - 75% af fjolda 4 sama tima 2020 en 24% af fjolda 2019
* Spdd 680 pus. ferdamoénnum a arinu 6llu og teeplega 15% vexti tflutnings alls i ar (11% i PM 21/2)

Utflutningur voru og bjénustu® Brottfarir erlendra farpega um Utflutningur og framlag undirlida 2015-
1. arsf]. 2010 - 2. drsfj. 2021 Keflavikurflugvoll 2019-20212 20233
Visitala, 2010 = 100 Uppsafnadur fjoldi Breyting frd fyrra dri (%)
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—Utflutninguralls ~ ——Vérur bjonusta —2019 —2020 2021 6 -5 i Alafurdir

. Annar Gtflutningur —— Utflutningur alls

s 4rs. Punkturinn synir heildarfjlda 2021 samk

Jtningum med flugi“. Aldtflutningur skv. skilgreiningy

dirlidanna sé ekki jofn heildaratflutningi

Ferdamalastofa, Hagstofa Islands, Se nki fslands

V-laga hagvoxtur og verulegur sparnadur

¢ Einkaneyslan sveiflast mikid milli fjérdunga

¢ Sparnadarhlutfall vel fyrir ofan medaltal sidustu ara

e Hagvaxtahorfur betri i &r samkvaemt agustspa en maispd - 4% i stad 3,1% - adallega vegna hagstaedara framlags utanrikisvidskipta
¢ Horfur & svipudum hagvexti & naesta ari - en haegari vexti 2023 (2%)

Einkaneysla og sparnadur heimila® Hagvoxtur og framlag undirlida 2015-20232
1. drsfj. 2018 - 2. drsfj. 2021
Breyting fra fyrri fiérdungi (%) % af radstofunartekjum Breyting fra fyrra ari (%)
25 8
8 6
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4 2
2 15
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8 -3
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1.)."18 3.1).'18 1.1)."19 3.1).'19 1.fj.'20 3.fj."20 1.fj."21 2015 2016 2017 2018 2019 2020 2021 2022 2023
. Einkaneysla mm Samneysla Fjarmunamyndun
mmEinkaneysla (v. 45)  ——Sparnadarhlutfall (h. &s) Meakal 2015-19 (h. 43) . i .
ytingar == Utanr i VLF
kning & hlutfalli sparnadar er midad vid aaetlun Sedlabankans um radstéfunartekjur frd PM 2021/3. Arstidarleidrétt gogn. 2. Grunnspa Sedlabankans 2021-2023. Brotalina synir spa fra PM 2021/2

Hagstofa islands, Sedlabanki fslands.
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[ ]
Hvad folst i samdraettinum?

opinbera neikvaett

e Samdrattur einkaneyslu - minni hér en i flestum l6ndum

Verg landsframleidsla og framlag helstu undirlida
2005-2023"

Magnbreyting fra fyrra ari (%)
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= |nnlend eftirspurn einkaadila
Eftirspurn hins opinbera

= Framlag utanrikisvidskipta
Verg landsframleidsla

1. Innlend eftirspurn einkaadlia er samtala framlags einkaneyslu, atvinnuvega- og ibudafjarfestingar
auk birgdabreytinga. Eftirspurn hins opinbera er samanlag framlag samneyslu og fjarfestingar hins
opinbera. Grunnspé Sedlabankans 2021-2023 sem birtist | Peningamdium 2021/3.

Heimildir: Hagstofa fslands, Sedlabanki fslands.

* Fjarmalakreppan 2008: Innlend eftirspurn drdést mikid saman - framlag utanrikisvidskipta til hagvaxtar jakveaett — framlag hins

* Covid afallid: Adallega utflutningur sem drést saman — framlag utanrikisvidskipta neikveett - hid opinbera veitti métspyrnu

Staerd og samsetning efnahagssamdrattar 2020"

Breyting fra fyrra ari (%)

Nordurlénd G7-rikin Ferdamannalénd

=12 T T T T ’ T T T T T T T T 1

fSL DAN FIN NOR SVI'KAN FRA bYS [TA JAP BRE BNA GRI POR SPA

m Einkaneysla ® Onnur innlend eftirspurn = Utanrikisvidskipti @ Hagvéxtur

1. Framlag annarrar innlendrar eftirspurnar er samtala framlags fié og

auk mogulegs skekkjulidar par sem samtala framlags undirlida parf ekki ad vera ]ofn hagvexti vegna kealmengmgar
Piédhagsreikninga. Tolur fyrir Noreg eru an vinnslu og flutnings & oliu og gasi.

Heimildir: Hagstofa [slands, Noregsbanki, OECD,

Motvaegisadgerdir hins opinbera skiptu mali

* Afkoma hins opinbera versnadi vegna sértaekra moétvaegisadgerda en einnig vegna sjalfvirkrar sveiflujéfnunar
e Gert rad fyrir ad pessi proun snuist vid 4 naesta ari pegar motvaegisadgerdir renna sitt skeid og efnahagsbatinn heldur afram
* Tilfeerslur og framleidslustyrkir jukust mikid med motvaegisadgerdum en samneyslultgjold jukust einnig umtalsvert
 Fjarfesting hins opinbera verid minni en datlanir gafu til kynna
* Umfang beinna moétvaegisadgerda i takt vid pad sem verid hefur hja rikjum innan ESB en meira en @ Nordurlondunum
Breyting a hagsveifluleidréttum Utgjold hins opinbera 1. rsfj. 2019 - Motvaegisadgerdir stjornvalda vegna
frumjéfnudi rikissj6ds 2018-2023* 2. arsfj. 2021 COVID-19?
% af VLF ZafVE % af VLF arsins 2020
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' Kerfislegur frumjéfnudur m Fjarfesting 0 N - -
 Métvaegisadgerdir stjornvalda vegna COVID-19 O ikl Vaxtagjold NorBurlénd  ESB-riki =nd Bretland BNA
W Beinar adgerdir M Obeinar adgerdir
1. Frumjofnudur er leidréttur fyrir einskiptislidum. Grunnspa Sedlabankans 2021-2023 tr Pe 1/2. 2. Beinar adgerdir & bord vid ltg] ftirgjof tekna og Gbeinar adgerdir & bord vid hlutafjarframlog,
1én Ja sem sambykktar haf arinnar fré Einfalt medalt §a Nordurlandanna kja innan ESB. Uppfaert i juli 202
Hei Albjodagjaldeyrissjodurinn, Fjarmala- eytio, lands, Sedlabanki [slands
| |
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Storfum fjolgar og atvinnuleysi minnkar

e Storfum fjolgar hratt, atvinnupatttaka eykst stodugt og hlutfall starfandi er ordid svipad og pad var fyrir farséttina

e Atvinnuleysi hefur minnkad hradar en gert var rad fyrir i vor: maelist nu lidlega 5% midad vid VMK en skrad atvinnuleysi maelist
meira eda 6%% ... hlutfall peirra sem vilja vinna meira eda eru a jadri vinnumarkadar hefur einnig laekkad toluvert

e Spad ad atvinnuleysi verdi 6,5%(6,7%) i ar, 5%:%(6,3%) 2022 og 5%(6%) 2023 sem er svipad og pad var i addraganda farsottarinnar

Fjoldi starfandi folks? Atvinnupétttaka og hlutfall starfandi? Atvinnuleysi og slaki a vinnumarkadi?
Jandar 2019 - dgust 2021 Jandar 2019 - dgust 2021 Januar 2019 - dguist 2021
Visitala, 2019 = 100 % af mannfjolda 16-74 éra %
82 20
~ 18
100 ~/ af\ b 16
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2
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jan. 19 jul. 19 jan. 20 jul. 20 jan. 21 jal. 21 jan. 19 jul. 19 jan. 20 jul. 20 jan. 21 jul. 21 jan. 19 jul. 19 Jjan. 20 jal. 20 jan. 21 jul. 21
—Fj5ldi starfandi = Launafélk 16-74 ara = Atvinnupatttaka ~—Hlutfall starfandi i i ==—Skrad atvi i Slaki & vi

Launafélk alls

rlofi og ba sem voru med reikr
s. 2. Priggja manada hrey

durgjald
gt medalta

rfandi folks skv. vinnumarkadskénnun Hagstofunnar (VMK) og fjsldi launafélks skv. stadgreidsluskra riki

5gn fyrir launafdl

danskilur b4 hépa en inniheldur launafélk & llum aldri. briggja m
n hlutfall af mannafla en slaki & vinnumarl em hlutfall af mannafla med méguleg 6t. briggja ménada hreyfanle

ru

na. 3. Atvinnuley rleidréttra talna

Hagstofa islands, Vinnumalastofnun, Sedlabanki islands.

Verdbolga jokst & ny i september

e Verdbdlga hefur verid yfir 4% fra aramotum - for i 4,6% i april, var 4,3% i dgust en jokst i 4,4% i september

* Undirliggjandi verdbdlga var 3,7% i september og heldur afram ad minnka

* Verdbdlga an husnaedis minnkadi toluvert fra pvi i agust og var 2,9%

« Ahrif gengislaekkunar i fyrra fara greinilega minnkandi: hratt hefur dregid Gr verdhaekkunum innfluttrar voru en einnig innlendrar

Verdbdlga 4 ymsa malikvarda® Undirlidir verdbdlgu

Jandar 2015 - september 2021 Januar 2017 - september 2021

12 ménada breyting (%) 6 Framlag til arsverdbolgu (%)
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Innlendar vérur an blvéru og graenmetis

4o T T T T T T m Husneedi
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e Innfluttar vérur an afengis, tobaks og bensins
—VNV  ==VNV dn hiisnadis Undirliggjandi verdbélga  =—=Verdbélgumarkmid w— A3 rir lidir

Visitala neysluverds

Heimildir: Hagstofa islands, SeSlabanki fslands.

6beinna skatta, sveiflukenndra matvorulida, bensins, opinberrar pjonustu og raunvaxtakostnadar husnaedislana eru undanskilin) og tolfreedilegum maelikvérdum (vegid
ttur VNV).

1. Undirliggjandi verdb
midgildi, klippt m

ga er maeld med kjarnavisitélu (dh

kan og sameiginlegur
Heimildir: Hagsto ki [slands.
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Haerra gengi og haekkun launa og husnaedis vegast a

* Gengid haekkad um 3% fra aramoétum og 9%% fra pvi pad var laegst i sept. 2020 ... er pé enn 5%% laegri en i upphafi faraldurs
* Gengishakkun vegur @ méti ahrifum kroftugrar vidspyrnu innlendrar eftirspurnar sem kemur m.a. fram i téluverdum
launahaekkunum og verdhaekkun husnaedis
e Kroftugur efnahagsbati og mikil eftirspurn asamt framleidslutruflunum vegna farséttar og annarra frambodsafalla hafa leitt til
mikillar haekkunar a oliu- og hravoruverdi og flutningskostnadi og lengt afhendingartima
Gengi krénunnar? Laun Alpjédlegt flutninga- og hravéruverd!
2. jandiar 2015 - 5. oktéber 2021 1. 4rsf]. 205 - 3. arsfj. 2021 Conte iD= eIt ST
Visitala Breyting fra fyrra ari (%) Visitala, jan. 2020 = 100 Visitala, jan. 2020 = 100
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r
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5 e . 2 100 100
2015 2016 2017 2018 2019 2020 2021 0. . . . ; . . 80 o
15 16 17 18 ‘19 20 21 jan.20 apr.20 jal. 20 okt.20 jan.21 apr.21 jdl. 21
—Vidskiptavegin gengisvisitala
e i navsitola I —\Taitala hefidartatna ——Hrévara an orkugjafa (v. &) ——Landbunadarafurdir (v. 4s)
Malmar (v. &s) ——Gamaflutningar (h. as)
ra gjaldmidl 6num (prong vidskiptavog). 2. Gildi fyrir 3. arsfjérung 2021 byggist 4 télum fyrir juli og dgust
tofa [slands, Pjodskra islands, Sedlabanki fslands.
I

Horfur @ ad verdbdlga hjadni haegar en spad var

* Gert rdd fyrir ad verdbdlga hjadni i 2,5% verdbdlgumarkmidid a seinni hluta naesta ars
* Ovissaum

~ Hversu hratt slakinn minnkar,
Haekkun alpjodlegs hravoruverds og kostnadarprystings vegna framleidslutruflana

Verdbdlguspa og dvissumat
1. arsfj. 2015 - 3. drsfj. 2024
Breyting fra fyrra ari (%)

i /w\JV R :
Spa PM

1 2021/2

0

-1 T T T T T T T T T

2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
——PM 2021/3 = =PM 2021/2 =—=Verdbdlgumarkmid = 50% likindabil == 75% |ikindabil 90% likindabil
Heimildir: Hagstofa islands, Sedlabanki islands

| |
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2020

2021

Vextir voru leekkadir
um 2 présentur

Vextir haekkadir um
0,75 présentur

Adgerdir vegna COVID-19

Adgangur Gjaldeyrisinngripum
lanastofnana ad beitt i samraemi vid Kaup hafin a
lausafé var aukinn stefnu bankans rikisskuldabréfum

Varudarkrofur a Gjaldeyrisinngripum  Rikisskuldabréfakaup Hamark
fjarmalakerfid feerdar adeins beitt til ad 16gd a hilluna vedsetningarhlutfalls
neer fyrra horfi takmarka fasteignalana leekkad og
skammtimasveiflur hamark sett a greidslubyrdi

fasteignalana
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SEDLABANKI ISLANDS

Monetary Policy Challenges

The labour market — the missing link?

Presentation to a meeting of the Chamber of Commerce

Asgeir Jonsson 18 November 2021
Governor

Inflation is now a global problem

Global inflation, year-on-

Interest rates of various OECD countries and changes in 2021 (%) 7
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Worse inflation outlook

-
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Interest rates and inflation back in the driver’s seat

* Strong shift of global demand from services to goods and real estate, which has pushed
commodity prices upwards and created goods shortages.

* Emphasis on shortening supply chains and moving production closer to the home
market has boosted labour demand in the industrial countries.

* Central banks worldwide are tightening their monetary stance and applying
macroprudential tools.

* The Central Bank of Iceland’s actions are consistent with those of foreign central banks;
we are merely a little ahead of them.

* We can now raise rates to counter domestic inflationary pressures without significantly
widening the interest rate differential with abroad.
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The Bank’s key rate is now 2% — it was 4.5% when the
Living Standards Wage Agreements were made in 2019

Bank’s key interest rate, %
7.00

6.00
5.00
4.00
3.00
2.00
1.00

0.00

2013 2014 2015 2016 2017 2018 2019 2020 2021

Lower real interest rate have stimulated the
economy
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2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Real

0 — 17 Nov 2021. For the period through 21 May 2014, the Bank’s key rate is based on the average of deposit rates and the maximum rate on 28-day certificates of deposit. From then onwards, the key rate is the
sits
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Unemployment has fallen rapidly

% of labour force
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Sources: Directorate of Labour, Statistics Iceland, Central Bank of Iceland

House prices have deviated from fundamentals

Index, jan.2011=100
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Sources: Statistics Iceland, Central Bank of Iceland
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The real exchange rate is close to its long-term
average

110

Growing cod stock Financial boom Tourism boom

Capelin boom
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Inflationary has limited fuel

* Property prices are close to their peak.

from China could push them downwards.

exchange rate to rise.

especially pressures from the labour market.

* There are limits to how much commaodity prices can rise — a fall in demand

* The real exchange rate is at an appropriate level — no need for a shift.

* Icelandic inflation is in line with foreign inflation and will not cause the real

* The real risk factor for inflation at present is domestic cost pressures,
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Wages to rise in 2021-2022 due to GDP growth bonus

Paid out due to GDP growth in 2021 and 2022, even though GDP per capita will be lower than in 2019

PDP per capita, index, 2019 = 100
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Sources:Statistics Iceland, Central Bank of Iceland
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Icelanders seek nominal wage increases
Deviation from average annual wage hikes in the EU (%)
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Nominal wage hikes do not necessarily deliver higher real
wages

Breyting fra fyrra ari (%)
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Inflation . Nominal __ Real
wages wages

Living standards rather than nominal wage increases

The Icelandic people need:

» Low inflation

» Favourable interest rates

» A stable foreign exchange market
» A stable housing market

» A stable financial market

The Central Bank has both the determination and the capacity to ensure these
public goods, but everyone must play for the same team.
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SEDLABANKI ISLANDS

Verdbolga og COVID

Hversu timabundid er timabundio?

Erindi um dkvordun PSN og forsendur hennar Rannveig Sigurdarddttir
Samidn 2. desember 2021 Varasedlabankastjori peningastefnu

% Hver er stadan midad vid fyrir faraldurinn
|_L|_L|J og hverjar eru horfurnar?
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Haegfara bati utflutnings: voruutflutningur a svipudu stigi
og 4F 2019 - mun taka lengri tima fyrir pjonustuutflutning

Utfl utningur voru og pjénustu?® Brottfarir erlendra farpega um Utflutningur og framlag undirlida 2018-
1. arsfj. 2010 - 3. drsfj. 2021 Keflavikurflugvéll 2019-2021% 2024°
Visitala, 2010 = 100 Uppsafnadur fjsidi Breyting fré fyrra ari (%)
220 2.500 20
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R0 . 2.000 s
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140 0
[
120 ’ i 10
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100 4 o 2
80 500 i k
-30
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40 0 — - -40 T . - T ]
T S Jan Feb Mar Apr Mai Jin Jil Agd Sep Okt Név Des 2018 2019 2020 2021 2022 2023 2024
=—2019 2020 2021 i " " i .
—Utflutninguralls ~ —Vérur bjénusta - Alafurdir

mm Annar Gtflutningur —— Utflutningur alls

Arstidarleidréttar magnvisitslur. 2. Uppsafnadur fioldi hvers ars. Punkturinn synir heildarfjélda 2021 samkvaemt grunnspé Sedlabankans. 3. Vegna kedjuteng

\gar getur veri6 ad summa undirlidanna sé ekki jfn heildardtflutningi

Ferdajénusta er samtala & , ferdalégum” begaflutningum med flugi“. Alutflutningur skv. skilgreiningu pjéShagsreikninga. Grunnspa Sedlabankans 2021-2024. Brotalina synir spé fra PM 2021/3
Heimildir: Ferdamal fa, Hagstofa Islal Sedlabanki islands.
Hagvoxtur a 1F-3F i takt vid ndvember spa
Einkaneysla og sparnadur heimila! bjodhagsreikningar 1F-3F 2021
1. arsfj. 2018 - 3. arsfj. 2021
Breyting fra fyrri fiordungi (%) % af radstofunartekjum Breyting fr fyrra ari (%)
25 18
8
6 20
4
° 15
0
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-6 S
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1.1.'18 3.f.'18 1119 3.fi.'19 1.fi.'20 3.f.'20 1.fi'21  3.f.'21 Einka-  Sam-  Alm.  Fjarfest. bjodar- Ut Inn-  Framlag  VLF
. ) . ; neysla neysla atvinnuv. alls agj flutn. flutn.  utanrikis-
mmEinkaneysla (v.4s)  ——Sparnadarhlutfall (h.4s)  ——Medaltal 2015-2019 (h. 4s) {lérfesting vidskipta
il
mPM2021/4 m Hagstofa islands hagvaxtar
1. Vid atreik hlutfalli sparnadar er midad vid daetlun Sedlabankans um radstofunartekjur fra PM 2021/4
Heimildir: Hagstofa Islands, Sedlabanki islands.
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Hagvaxtarhorfur batnad en landsframleidslan naer
ekki sama stigi og 2019 fyrr en 2022

Hagvoxtur og framlag undirlida 2018-2024* Verg landsframleidsla 2017-20232
Breyting fré fyrra ari (%) laitals20 28100
120
6
—_ 115
o S ~
g =
0
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2
4 v "
-6
95
£
-10 90 - - - . - . )
2018 2019 2020 2021 2022 2023 2024 2017 2018 2019 2020 2021 2022 2023 2024
= Einkaneysla = Samneysla Fjdrmunamyndun
mmBirgdabreytingar . Utanrikisvidskipti VIF AR —E0 Bhztaue =L

1. Grunnspa Sedlabankans 2021-2024. Brotalina synir spa frd PM 2021/3. 2. Grunnspér Sedlabankans i Peningamélum fra febriar 2020, mai 2020, névember 2020 og névember 2021

Heimildir: Hagstofa islands, Sedlabanki islands

Aukin atvinna og lausum storfum fjolgar

Fj6ldi starfandi félks og medalvinnutimi® Breyting i fjolda starfa 4 timum Radningaraform fyrirtaekja’
Jangar 2019 - oktber 2021 bl 1. drsf]. 2020 - 3. drsfj. 2021
Visitala, 2019 = 100 PRl () Breyting fré fyrra dri (bs. starfa) Présentur
100 o 4 40
98 2 20
-20
35 0 [
-30
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92 -4 -40
= A ) ; ) = Ferfabjonusta  Menning, listir, Byggingar- Annad 6 &Y
jan.19 jil.19  jan.20  jil20  jan.21  jal.21 o e P, ey 1.4.20 3.4.20 L2 320
félagasamtok (7%)
ogjmis personu- W Laus storf (v. ds)
—Fjsldi starfandi —Medalvi ir —Launafél 36
joldi starfandi edalvinnustundir Launafélk leg 7:;:)um T ey Sy oy o)

W COVID-19 lagmark M September 2021

1. Launafélk samkvaemt télum Gr stadgreidsluskra Skattsins en 8nnur gégn r vinnumarkadskénnun Hagstofu fslands. Félk & aldrinum 16-74 ra. briggja manada hreyfanlegt medaltal rstidarleiorét
fj6lda launaflks & aldrinum 16-74 dra tr s tstjora. Upphaf kreppu er febrdar 2020. Arstidarleidréttar tolur. 3. Laus strf skv. fyrirtaekjakénnun Hagstofu fslands og hlutfall fyrirtaekja sem vilja fiélga eda faekka
starfsfolki naestu 6 manudi er

ekja landsins og eru gdgnin arstiGarleidrétt af Sedlabanka [slands
dir: Gallup, Hagstofa island

talna. 2. Byggt & manadarlegum
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Atvinnuleysi minnkad hratt og vaxandi skortur a folki

Atvinnuleysi 2018-20241

% af mannafla

Spa PM

/ 2021/3

i

-

2018 2019 2020 2021 2022 2023 2024

—\MST

—\MEK

1. Atvinnuleysi m

of nur up
tofnun Sedlabanki islan:

Nyting framleidslupatta?
Larsfj. 2015 - 3. arsfj. 2021

Hiutfall fyrirtzzkja (%)

o

2015

tu fyrirtaekja

2016 2017 2018 2019 2020

——Fyrirtaeki vid hamarksframleidslugetu (v. ds)

—Fyrirtaeki sem bua vid skort & starfsfolki (v. as)

2021

nunar an hlutabéta (VMST). Grunnsp:

ankans 2021-2024. Brotalinur syna spa fra PM 202

Mannfjoldi
1. drsfj. 2015 - 3. rsfj. 2021

Breyting fré fyrra 4ri (%)

=10 T T T T T T
2015 2016 2017 2018 2019 2020 2021

mmFeddirumfram litna  mmASfL. umfr. brottfl. - fsl.

ASfl. umfr. brottfl, - Erl. Mannfjoldi

2. Mzlikvardar fyrir

Verdbolga og adgerdir Sedlabankans
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Mzeld verdbodlga enn ad aukast

dirliggjandi verdbdl inni
Verdbdlga 4 ymsa maelikvarda Undirligir verdbolgu
Jantar 2019 - névember 2021 Januar 2018 - névember 2021
12 manada breyting (%) o Framisg il rsverdbslgu (%)
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—VNV  —VNV 4n hisnaedis Undirliggjandi verdbolga  =—Verdbolgumarkmid mm innfluttar vorur én dfengis, tobaks og bensins Bensin
. Hisnaedi Innlendar vérur én buvéru og graanmetis
= Almenn pjonusta = ABrir liSir
——Visitala neysluverds

Innlendur verdbdlguprystingur mikill en spurning hversu
timabundnir verda ,timabundnir” paettir?

Husnaedi og framlag undirlida Laun Alpjddlegt oliuverd
Januar 2019 - névember 2021 1. arsfj. 2015 - 3. arsfj. 2021 Jandar 2010 - desember 2024
Framlag til rsheekkunar hasnzadislidar (%) Breyting fra fyrra dri (%) USD & tunnu
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B Reiknud hisaleiga i Greidd hisaleiga ——Hraoliuverd (Brent) ——Framvirkt verd PM 2021/4
Vidhald og vidgerdir = Annad vegna hisnaedis —Launavisitala — Visitala heildarlauna Framvirkt verd PM 2021/3  ——Framvirkt ver8 PM 2021/1

Framvirkt verd PM 2020/4 ~ =——Framvirkt verd PM 2020/2

Hagstofa fslands, Refinitiv, Sedlabanki {slands.
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Verdbadlguhorfur og nylegar adgerdir

Sedlabankans

Spar um verdbdlgu i kjolfar farséttar
1. arsfj. 2018 - 4.arsfj. 2022

Breyting fra fyrra &ri (%)
0

0,0 r T T T T d
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—Verabslga
—PM 2021/3

—PM 2020/3
PM 2021/4

PM 2020/4

1. Fram til febrdiar 2012 er mi
fiora arsfioraunga. Fra mar:
Gallup, Hag:

Meginvextir Sedlabanka islands
1. januar 2015 - 26. névember 2021

Adgerdir Sedlabankans

2021

Meginvextir haekkadir um 1,25 pr. i
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robolgudlag & fiarmalamarkadi til eins &rs og spa Sedlabankans um drsverdbolgu eftir

kénnun Sedlabankan:

Midlun peningastefnunnar

Utlan lanakerfis'
Jantar 2017 - oktober 2021

Breyting fré fyrra ari (%)
8

Meginvextir og vextir dverdtryggdra

Gtldna til heimila?
Janudar 2015 - oktéber 2021

Tegund nyrra fasteignalana til
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Jandar 2020 - oktéber 2021
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kanna priggja midad vio

banki Islands

An Gtlana til innla
rhzed atlana. 3. Hlut!

Overdtrygat og breytilegir vextir

m Overdtrygat og fastir vextir

samtsk sem bjéna heimilum 2. Vegnir m

lur einnig til steerstu lifeyrissjoda.

Ivexti
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Takk fyrir

Spurningar?
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SEDLABANKI [SLANDS

Efnahagsmal a timum farsottarinnar

Kynning fyrir MBA nemendur bérarinn G. Pétursson
Haskdli [slands 10. desember 2021 Adalhagfraedingur Sedlabanka islands

Mikill efnahagssamdrattur i fyrra en samsetning 6lik

e VLF drést saman um 6,5% i fyrra — naest mesti samdrattur a einu ari (7,7% 2009) i heila 6ld (14% 1920)
e Um % samdrattarins hér a landi ma rekja til samdrattar utanrikisvidskipta — 6fugt vid flest dnnur idnriki par sem samdrattur
innlendrar eftirspurnar vé pyngst ... endurspeglar hinn gridarlega samdratt Gtflutnings hér 4 landi

Stzerd og samsetning efnahagssamdrattar 20201 Staerd atflutningssamdrattar 20201
Breyting fra fyrra ari (%) Breyting fra fyrra ari (%)
4 0
NorBurléndin G-7-rikin Ferdamannalénd
2 S
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=
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a
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fsL DAN FIN NOR SV KAN FRA bYS [TA JAP BRE BNA GRI POR SPA [sL sPA POR GRI FRA ITA BRE BNA JAP PYS KAN DAN FIN Svi NOR
mEinkaneysla  ® Onnur innlend eftirspurn Utanrikisvidskipti @ Hagvoxtur
narrar innlendrar eftirspurnar er samtala fr: mneyslu, fiarmunamyndunar og birgdabreytingar, auk mogulegs skekkjulidar par sem samtala framlags undirlida parf ekki ad vera jéfn hagvexti vegna kedjutengingar
a. Tolur fyrir Nor vru og pjonustu
lir: Hagstofa [slands, Noregsbanki, OECD, Sedlabanki fslands.
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Samdratturinn i dgsetu samraemi vid spar bankans

¢ Efnahagshorfur breyttust mikid pegar farsottin tok ad breidast ut um heiminn og til grundvallar fyrstu svidsmyndagreiningu
bankans |3 litid fyrir og alpjodadhrif voru vanmetin ... en viku sidar var matid uppfaert og for ansi naleegt endanlegri Gtkomu
* Spar bankans urdu sidan svartsynni er leid & arid i takt vid bakslag i farsott og of dokkar bradabirgdatolur Hagstofunnar

Hagvaxtarspar fyrir arig 20201 Utflutningsspar fyrir arig 20201
Breyting fra fyrra ari (%) Breyting fra fyrra ri (%)
5
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PM19/4 PM20/1 Svids-  Svids- PM20/2 PM20/3 PM 20/4 PM21/1 Utkoma PM19/4 PM20/1 Svids-  Svids- PM20/2 PM20/3 PM 20/4 PM21/1 Utkoma
mynd  mynd mynd  mynd
25. mars 2. april 25. mars 2. april

1. Spar PM 2019/4 (fi 0/2 (fré mai 2020), PM st 2020) og PM 2020/4 (fré név. 2020) fyri xt og Gtflutning arsins 2020 dsamt nyjasta slands irnar
V M fyrir fyrstu acetlun Hag: un arsins 2020 sem birtist stuttu sidar. Einnig er synt fyrsta mat Sedlabankans 4 ahrifum COVI r & pjodarbuskapinn

Hagvoxtur i ar ... sem eykst enn frekar @ naesta ari

* 6% arshagvoxtur a Q3 (spad 6,6% i PM 21/4) og préunin pad sem af er ari i takt vid PM 21/4 spana: spad 3,9% vexti a arinu 6llu
* Talid ad hagvoxtur saeki enn frekar i sig vedrid a naesta ari og verdi 5,1% — horfur batna fra fyrri spa og munar par helst um
hagstaedari pjonustuutflutning og lodnuvertid — en litil breyting er & hagvaxtarhorfum fyrir 2023-2024

bjé8hagsreikningar & fyrstu premur fijéréungum 2021 Hagvéxtur og framlag undirlida 2018-20241
Breyting fra fyrra ari (%) Breyting fra fyrra ari (%)
8
6
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10 r T T T T T T 1
Einka- Sam- Fjarfesting Pbjodar- Utflutn- Innflutn- VLF 2018 2019 2020 2021 2022 2023 2024
neysla neysla alls Grgjeld ingur ingur
y Fjarmunamyndun
mm Birgdabreytingar mm Utanrikisvidskipti VLF
mPM 2021/4 ® Hagstofa fslands
1. Grunnspd Sedlabankans 2021-2024. Brotalina synir spa fra PM 2021/3
F Hagstofa [slands, Sedlabanki fslands.
| |
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Aukin atvinna og hrod hjodnun atvinnuleysis

Samkvaemt VMK fjolgadi storfum um 4,3% milli ara & Q3 en @ mati styttist vinnuvikan um 0,8% ... fjoldi starfa kominn 3% yfir
medalfjolda 2019 en skv. stadgreidslugognum vantar enn 1%% upp a ad na fjolda starfa 2019
Atvinnuleysi heldur &fram ad minnka og var 4,6% a Q3 (VMK) en 5,1% i oktober (VMST) ... hefur laekkad um 3%-5% pr. frd hatoppi

Fjéldi starfandi folks! Atvinnuleysi2
Jandar 2019 - oktéber 2021 Januar 2019 - oktéber 2021
Visitala, 2019 = 100 % af mannafla
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—Fjsldi starfandi  ——Medalvinnustundir Launafélk —Atvinnuleysi ——Skrad atvinnuleysi

mkvaemt tolum Ur stadgreidsluskra Skatts
rleidréttra talna
Vinnumélastofnun, Sedlabanki [slands.

s en dnnur gogn Ur vinnumarkadskénnun Hagstofu fslands. Folk & aldrinum 16-74 dra. briggja ménada hreyfanlegt medaltal arstidarleidréttra talna. 2. briggja ménada

Lausum storfum fjolgar og vaxandi skortur er a folki

e Lausum storfum heldur afram ad fjdlga hratt og teeplega pridjungi fleiri fyrirteeki vilja fjdlga starfsfélki en faekka pvi
e Fyrirteekjum sem segjast bua vid skort & starfsfolki eda starfa vid full afkost fjolgar einnig mikid
* NF-visitalan jakvaed i fyrsta sinn sidan haustid 2018 ... og hreinn innflutningur erlends vinnuafls er tekinn ad aukast hratt 4 ny

Radningaraform fyrirtekja! Nyting framleidslupatta? Mannfjoldi
1. arsf]. 2020 - 3. &rsfj. 2021 1. &rsfj. 2015 - 3. drsfj. 2021 1. érsfj. 2015 - 3. arsfj. 2021
Breyting fra fyrra ari (bus. starfa) Présentur Hiutfall fyrirtaekja (%) Fjoldi stadalfravika Breyting fré fyrra ari (%)
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NF-visitalan (h. 4s)
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00 steerstu fyrirtaekja landsins ¢
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Maeld verdbdlga yfir 4% en undirliggjandi er minni

* Verdbdlga hefur verid yfir 4% fra aramotum og meeldist 4,8% i ndvember ... hefur aukist aftur undanfarna manudi
* Haekkun husnaedislidar VNV vegur pungt og 4n husnaedis maelist verdbdlga minni eda 3% og hefur hjadnad nokkud undanfarid
* Undirliggjandi verdbdlga meelist einnig minni en maeld verdbdlga — er 3,9% midad vid medaltal fimm maelikvarda

Verdbdlga 4 ymsa meaelikvardal Undirlidir verdbodlgu
Jantar 2019 - névember 2021 Januar 2019 - névember 2021
12 ménada breyting (%) Framlag til drsverdbélgu (%)
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2
1
B 0
o -1 r T T T T
jan. 19 jal. 19 jan. 20 jal. 20 jan. 21 jal. 21 jan. 19 jul. 19 jan. 20 jal. 20 jan. 21 Jil. 21
T T ) T ; mm Innfluttar vrur an afengis, tobaks og bensins Bensin
—Hisnaedi Innlendar v8rur an bivéru og graenmetis
= Almenn pjénusta Adrir ligir

——Visitala neysluverds

1. Undirliggjandi verdbdlga er mzeld med avisitslu (ahrif Sbeinna skatta, sveiflukenndra matvérulida, bensins, opinberrar bjénustu og raunvaxtakostnadar husnzdislana eru undanskilin) og télfraeilegum malikvérdum (vegis
midgildi, klippt medaltal, kvikt b meiginlegur battur VNV)
Hei agstofa fslands, Sedlabanki fslands

Miklar ver6haekkanir alpjodlega ...

* Samspil kroftugs efnahagsbata og vidvarandi frambodstruflana og floskuhalsa hefur leitt til mikillar haekkunar hravéruverds og
flutningskostnadar: hravoruverd (an eldsneytis) var naestum 90% haerra en fyrir ari i mai og utflutningsverd helstu vidskiptalanda
teplega 20% heerra ... og gdmaverd er riflega 500% haerra en i drsbyrjun 2020

Utflutnings- og hravéruverd! Alpjodlegt leiguverd 4 gdmum
Januar 2014 - september 2021 3. mai 2019 - 3. desember 2021
12 manada breyting (%) 12 manada breyting (%) Leiguverd a 40 feta gami (busund USD)
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2014 2015 2016 2017 2018 2019 2020 2021 mai. 19 sep. 19 jan. 20 mai. 20 sep. 20 jan. 21 mai. 21 sep. 21
—Véruttflutningur bréadra rikja (v. as) ——Hrav8rur utan eldsneytis (h. ds)

Bandarikjadslum. Utflutningsverd er vegid utflutningsverd b

dadra rikja
r, Freightos Limited
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. 7
... sem hafa verid langt umfram spar
e Oliuverd hefur haekkad mun meira en buist var vid og var riflega tvofalt haerra i ndvember en spad var i ndvember i fyrra ...
e ... hid sama & vid um annad hravoruverd, utflutningsverd helstu vidskiptalanda og verd a innflutningi til landsins ...
e ... og verdbdlga hefur rokid upp um allan heim a skémmum tima og hefur ekki verid meiri i Bandarikjunum i prja aratugi
Alpj6dlegt oliuverd Spar Peningamdla um alpjédlega Alpjodleg verdbolga
Januar 2010 - desember 2024 verdlagspréun 20211 Jandar 2019 - névember 2021
o USD 4 tunnu Breyting fra fyrra ari (%) Breyting fré fyrra ri (%) 12 manada breyting (%)
1.
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(o] o] 1] -1
2010 2012 2014 2016 2018 2020 2022 2024 Hravoruverd (v.ds)  Utflutningsverd  Innflutningsverd i jan.19  jul19  jan.20  jol.20  jan.21  jhl.21
helstu vidskipta-  erl. gjaldm. (h. 4s)
—Hréoliuverd (Brent) ——Framvirkt verd PM 2021/4 landa (h. 4s)
Framvirkt verd PM 2021/3  =—Framvirkt verd PM 2021/1 —Bandarkin  —Evrusvaesid Bretland
Framvirkt verd PM 2020/4  =——Framvirkt verd PM 2020/2 HPM2020/2  WPM 2020/4 PM 2021/4
kjadélum. Utflutningsverd er vegid medalverd véru- og pjénustudtflutnings helstu vidskiptalanda. Innflutningsverd islands er i erlendum gjaldmiglum (midad vié vidskiptavegna gengisvisitolu)
anki [slands.
|

[
Haerra gengi vegur a moti innlendum prystingi
* Gengi kronu hefur haekkad um 3% fra dramdétum en er pd enn naestum 6% laegra en i upphafi faraldurs
* Um 10% haekkun ISK fra pvi pad var laegst i sept. 2020 vegur @ moti 7% arshaekkun launa ad medaltali frd pvi ad farséttin skall &
e Horfur @ meiri launahakkunum a spatimanum vegna svokallads hagvaxtarauka kjarasamninga
Gengi krénunnar! Laun
2. jandar 2015 - 9. desember 2021 1. arsfj. 2015 - 3. arsfj. 2021
Visitala Breyting fré fyrra ari (%)
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2015 2016 2017 2018 2019 2020 2021 2015 2016 2017 2018 2019 2020 2021
—Vidskiptavegin gengisvisitala —Launavisitala ——Visitala heildarlauna
1. Verd erlend Idmidla i krénum (brér skiptavog)
Heimildir: Hag islands, Sedlabanki fsla
|| |
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Hr6d haekkun husnaedisverds ... eins og alpjodlega

* Arshaekkun hisnaedisverds var 17% i oktéber og um pridjungur eigna selst yfir dsettu verdi
* Haekkun husnaedisverds fra midju ari hefur verid umfram pad sem haegt er ad skyra med undirliggjandi grunnpattum ...
e ...ener pd ekki ur takti vid pad sem sést i fjolda annarra préadra rikja

Hulsnaedisverd? Raunverulegt og spad hisnaedisverd? Huasnzedisverd i véldum OECD-rikjum?
Jandar 2017 - oktober 2021 1. drsf]. 2017 - 3. arsfj. 2021
12 manada breyting (%) Hlutfall (%) Breyting fra fyrra ari (%) Breyting fré fyrra ari (%)
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——Spéd husnedisverd M +1 stadalfravik SEEAIT 5203235 TE
—visitala fbdBaverds (v. 4s) —Selt yfir auglystu ssluverdi (h. 4s) Y o3 P
—Hasnadisverd +2 stadalfravik = -

1. Husnadisverd & hofudborgar:
spa fra 1. arsfj. 2020 til 3. arsfj. 2021 med ha

fiolda seldra ibuda. Priggja ma
ankans metinni fyrir timabilié 3

Sisverds Gt fré kvikri (e. dynamic)
4 3. arsfj. 2021 4 Islandi og

andi medaltal. 2. Spé
4. rsfj. 2017. 3. Ar

-5
rsfj. 2021 (
g mannvirkjastofnun, Pjodskré fs

ds, Sedlabanki slands.

Verdbolguvaentingar hafa haekkad

e Mikil haekkun launa og innfluttra adfanga veldur pvi ad z fleiri fyrirtaeki buast vid haekkun adfanga- og afurdaverds
e Vaentingar um aukna verdbdlgu til skemmri tima i takt vid aukna verdbdlgu undanfarid ...
e ... meira dhyggjuefni eru visbendingar um ad langtimavaentingar hafi einnig haekkad — pott merki séu um vidsnuning undanfarid
Vaentingar fyrirteekja um adfanga- og afurdaverd! Verdbdlguélag a skuldabréfamarkadi?
Mars 2003 - september 2021 Januar 2018 - desember 2021
Hlutfall stjornenda (%) %
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——Buast vid haekkun eigin afurdaverds nastu 6 manudi —2 ara ——5 &r eftir 5 ar Verdbalgumarkmid
= Buast vid haekkun adfangaverds naestu 6 manudi
1. Kénnun Gallup fra pvi mars. Brotnar linur syna medaltél fra 2003. 2. Medaltal manada
Heimildir: Gallup, Sedlabanki fslands.
| |
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Verdbolguhorfur versna og haetta a vanspa

* Verdbdlga var 4,3% a Q3 (4,2% i PM 21/3) og er talin aukast i 4,7% & Q4 en minnka i 4,4% & Q1/2022 ... verri horfur skyrast af
lakari upphafsstodu, meiri innfluttri verdbdlgu, laegra gengi ISK, minni slaka og meiri haekkun launa og husnaedisverds
¢ Verdbdlga geeti ordid pralatari ef langvarandi frambodshnokrar og meiri innflutt verdbdlga grafa undan kjolfestu veentinga

Verdbolguspa midad vid grunnspa og fraviksdeemi
1. arsfj. 2018 - 4. arsfj. 2024,
Breyting fra fyrra dri (%)

6
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4
PM o .
2021/3 -50%|Ilkl-ndabl.|
3 == 75% likindabil
5 ~N 90% likindabil
1
0 r T T T T T T .
2018 2019 2020 2021 2022 2023 2024
——PM 2021/4 - =PM 2021/3 Fraviksdaemi ==Verdbdlgumarkmid
Heimildir: Hagstofa [slands, Sedlabanki fslands.
| I

Vextir teknir ad hakka a ny ...

e Traustari kjolfesta verdbolguveaentinga gerdi Sedlabankanum kleift ad laekka vexti verulega til ad mykja efnahagsafallid
* NU pegar efnahagsbata vindur fram og verdbdlga hefur aukist umfram vaentingar er bankinn tekinn ad vinda ofan

orvunaradgerdum sinum pott vextir bankans séu enn laegri en peir voru fyrir farséttina ... en langtimavextir eru ordnir heerri

Meginvextir Sedlabanka fslands® Avoxtunarkrafa rikistryggdra skuldabréfa?

1. jandar 2018 - 9. desember 2021 2. jandar 2018 - 9. desember 2021

% %
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—Overdtryggd 5 dra ——Qverdtryggd 10 dra
Verdtryged 5 dra —Ver8tryggd 10 éra
dlabankans eru vextir @ 7-daga bundnum innldnum. 2. Ut fra eingreidsluvaxtaferlum (metnum med adferd Nelson-Siegel) bar sem er notast vid vexti @ millibankamarkadi med krénur og vexti rikistryggdra skuldabréfa
edlabanki fslands
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... eins og vida erlendis ...

* Sedlabankar ymissa OECD-rikja pegar byrjadir ad haekka vexti — sérstaklega peirra minni med styttri ségu verdstodugleika
* Einungis tveir sedlabankar haekkudu vexti 4 Q2 (iSL og TEK) en & Q3 voru 10 haekkanir og pad sem af er Q4 hafa ordid 12
haekkanir ... og sumir hafa tekid stor skref med 0,75-1,25 pr. haekkunum

Sedlabankavextir ymissa OECD-rikja og breyting peirra 2021

%
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-0,5

-1,0 -

CHl TEK UNG fsL POL KOR NYS BNA KAN NOR AST BRE ISR SVi JAP ECB DAN SvI
o Arsbyrjun 2021 mQ1 Q2 =mEQ3 mQ4 Nuverandi vextir

brates.com, heimasidur sedlabanka, Sedlabanki Islands.

... pott raunvextir séu enn verulega neikvaedir

» Eftir sem adur eru raunvextir sedlabanka enn mjog neikvaedir ... hér a landi eru peir -2,7% (midad vid nuverandi verdbdlgu) og
skera sig ekki sérstaklega ur i pessum samanburdi ... en hafa parf pé i huga ad vidtaek skuldabréfakaup annarra sedlabanka
gera pad ad verkum ad taumhaldid er i raun mun lausara en endurspeglast i skammtimaraunvoxtum

Raunvextir sedlabanka ymissa OECD-rikja®

%

JAP ISR SVI KOR sL Svi AST TEK NOR DAN UK CHI NYS UNG KAN POL ECB USA
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Peningamal i hnotskurn

ORDY %

Framleidslu-
truflanir
dragbitur a
alpjédlegan
efnahagsbata

Utflutnings- Meiri hagvoxtur Storfum heldur Verdbolga Mikil 6vissa —
horfur batna — 4 seinni hluta afram ad fjolga prélatari en ekki sist tengt
sérstaklega pessa ars og a og atvinnuleysi spad var og verdbolgu-
vegna aukins naesta ari en minnkar hratt horfur halda horfum

lodnukvota spdd var i agust afram ad versna
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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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