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Monetary Policy Committee Report

to Parliament
29 June 2023

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

The new Act on the Central Bank of Iceland, which
entered into force on 1 January 2020, requires that the
Monetary Policy Committee meet at least six times each
year. Since the last report was sent to Parliament, the
Committee has held three meetings, most recently on
24 May 2023. The following report discusses the work
of the Committee between January and June 2023.

Monetary policy formulation

According to the Act on the Central Bank of Iceland,
the principal objective of monetary policy is to pro-
mote price stability. This objective is further described
in the joint declaration issued by the Bank and the
Icelandic Government on 27 March 2001 as an inflation
target of 2'2%, based on the consumer price index.
By law, the MPC takes decisions on the application of
the Bank’'s monetary policy instruments; furthermore,
the MPC’s decisions shall be based on a thorough and
careful assessment of developments and prospects for
the economy, 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 first
half of 2023.

Developments from January to June 2023

The MPC decided at its February meeting to raise the
Bank's interest rates by 0.5 percentage points, to 6.5%,
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Table 1. Central Bank of Iceland interest
rate decisions H1/2023 (%)

Seven-day
Current term  Collateral- Overnight
Date accounts deposits’ ised loans loans
8 February 6.25 6.50 7.25 8.25
22 March 7.25 7.50 8.25 9.25
24 May 8.50 8.75 9.50 10.50

1. Central Bank key interest rate.

Chart 1

Central Bank of Iceland key interest rate’
3 January 2001 - 28 June 2023

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.



as the inflation outlook had worsened and it appeared
that it would take longer than previously anticipated
to bring inflation down again. The deterioration in the
outlook stemmed in particular from the recently final-
ised private sector wage agreements, which entailed
considerably larger pay rises than previously assumed.
There was also the prospect of a larger positive output
gap and a more accommodative fiscal stance.

At its March meeting, the Committee decided
to raise interest rates by an additional 1 percentage
point, as inflationary pressures were still growing,
price increases were ever more widespread, and the
Bank’s real rate had fallen between MPC meetings.
GDP growth turned out to have been strong in 2022,
domestic demand had grown more than projected,
and the labour market was still very tight. Under such
circumstances, it was important to prevent a wage-
price spiral.

According to the Bank's new macroeconomic
forecast, issued in May, the GDP growth outlook for
2023 had improved markedly since February. This
was due in large part to the prospect of stronger
growth in domestic demand and robust activity in
the tourism industry. Underlying inflation had con-
tinued to increase, steep price hikes could be seen in
a steadily growing share of the consumption basket,
and the inflation outlook had worsened. Furthermore,
long-term inflation expectations had risen and thus
there was greater risk that inflation would become
entrenched. The Committee considered it important
to prevent a wage-price spiral, particularly in view of
the strong demand pressures in the economy and
how soon the next round of wage negotiations would
begin. The Committee therefore decided to continue
tightening the monetary stance and raised interest
rates by 1.25 percentage points. The Bank's key rate
was therefore 8.75% at the end of June 2023, or 2.75
percentage points higher than at the beginning of
the year, when the Committee sent its last report to
Parliament.! At the May meeting, the MPC also decided
to increase deposit institutions’ fixed reserve require-
ment from 1% to 2%.

The monetary stance as measured in terms of the
Central Bank's real rate tightened in H1/2023, in the
wake of the increase in the key rate. In terms of the
average of various measures of inflation and one-year
inflation expectations, the Bank’s real rate was 1.2% at

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.
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Chart 2

Real Central Bank of Iceland interest rates’
January 2010 - June 2023
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— Real Central Bank of Iceland interest rate in terms of twelve-month
inflation

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

1. From 2010 to May 2014, the nominal policy rate was the average of the current
account rate and the maximum rate on 28-day CDs. From May 2014, the policy rate
has been the seven-day term deposit rate. 2. Until January 2012, according to
twelve-month inflation, one-year business inflation expectations, one-year house-
hold 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. Based on data through 28 June 2023.

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



the end of June, or 1.5 percentage points higher than at
the end of 2022. The real rate in terms of twelve-month
inflation rose by 3.1 percentage points over the same
period, to -0.1% at the end of June.

Nominal Treasury bond yields spiked early in the
year, but at the beginning of March, yields on long-
term nominal Treasury bonds began to fall, after having
risen virtually uninterrupted since mid-2020. The yield
on ten-year nominal Treasury bonds was 6.1% at the
end of June, having fallen by 0.2 percentage points
since the beginning of the year; however, it was 0.6
percentage points higher than at the end of June 2022.
The yield on ten-year indexed Treasury bonds was
around 2% at the end of June, and long-term indexed
interest rates were therefore broadly at the end-2022
level, albeit 1 percentage point higher than at the end
of June 2022.

Annual growth in M3 ranged between 7% and
9% in the first five months of the year and had eased
somewhat relative to 2022. Households' share in
growth increased, whereas businesses’ share declined.
Year-on-year growth in credit system lending to house-
holds eased in H1/2023. It measured 8.2% in April,
down from the H2/2022 average of 9.7%. Higher inter-
est rates and tighter borrower-based measures there-
fore seem to have begun affecting household lending.
Interest rates on non-indexed residential mortgages
continued to rise in H1/2023, in tandem with Central
Bank rate hikes, although deposit rates offered to
households have risen more rapidly. Indexed mortgage
lending rates rose marginally in H1/2023. Interest rates
on corporate loans also rose in H1, and credit spreads
on corporate loans have widened relative to rates on
the deposits available to businesses. Credit system
lending to businesses picked up early in 2022, after
contracting in 2021. It has continued to grow strongly
in 2023 to date, increasing by an average of 14.6% over
the first four months of the year.

Inflows of capital for new investment totalled
around 37.8 b.kr. in the first five months of 2023 and
were due almost exclusively to purchases of listed
equities and Treasury bonds. Outflows of capital previ-
ously imported for new investment totalled 22.6 b.kr.,
mostly due to sales of listed shares. Net inflows relating
to new investment therefore totalled 15.2 b.kr. in the
first five months of 2023, as compared with 70.2 b.kr.
in H2/2022.

The kréna began to depreciate in autumn 2022,
and there were general downward pressures on the
exchange rate as the winter progressed. This proba-
bly reflected rapidly growing imports and the current
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Chart 3

Government-guaranteed bond yields’
2 January 2019 - 28 June 2023

2019 2020 2021 2022 2023 '

— 5-yr, nominal 5-yr, indexed

= 10-yr, nominal — 10-yr, indexed

1. Based on the zero-coupon yield curve, estimated with the Nelson-Siegel method,

using money market interest rates and government-guaranteed bonds.
Source: Central Bank of Iceland.

Chart 4
Credit system lending’
January 2017 - April 2023

Year-on-year change (%)
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1. Credit stock adjusted for reclassification and effect of Government debt relief
measures. Excluding loans to deposit institutions, failed financial institutions and the
Treasury. Companies include non-financial companies and non-profit institutions
serving households.

Source: Central Bank of Iceland.



account deficit, together with a shrinking interest rate
differential with abroad. Towards the end of January,
however, the krona began to strengthen despite the
continued current account deficit, as the interest rate
differential with abroad had widened in the wake of
increased domestic interest rate hikes, positive capital
flows due to new investment, and optimism about tour-
ist arrivals in 2023. The exchange rate rose by over 3.4%
in trade-weighted terms in H1/2023. The Central Bank
sold foreign currency in the amount of 2.8 b.kr. in early
January. This transaction, the Bank’s only intervention
in the foreign exchange market in H1, was equivalent
to 2.2% of market turnover during the period.

Inflation peaked at 10.2% in February, and the
outlook deteriorated relative to December. Inflation
has begun to ease, however, measuring 8.9% in June,
as compared with 9.6% in December 2022, when the
last report was sent to Parliament. Inflation averaged
9.4% in Q2/2023, in line with the forecast in the May
Monetary Bulletin. Inflation excluding housing meas-
ured 7.9% in June and has also subsided in recent
months, after peaking at 8.9% in February 2023.
Underlying inflation was 7.3%, according to the aver-
age of various measures, and has risen since December
2022, when it measured 7%.

The contribution of the housing component to
headline inflation has tapered off recently, as housing
market activity has slowed down. Owner-occupied
housing costs were up by 13.1% year-on-year, as com-
pared with a twelve-month increase of just over 19% at
the end of 2022. The contribution from other subcom-
ponents has increased, however.

Domestic goods prices have increased by 11.5%
in the past twelve months, largely because of high-
er food prices, although most subcomponents have
increased somewhat in price. Private services prices are
up as well, by 9.4% year-on-year, and price increases
have been spread across a range of services subcom-
ponents, although rising airfares and restaurant prices
have weighed heavily. Therefore, given the strength of
domestic demand, there are signs that firms are pass-
ing a sizeable share of their cost increases through to
prices. Imported inflation increased as well in the first
few months of the year, after having held relatively
stable in H2/2022. Food and other imported goods,
such as clothing and furniture, weighed heavily in the
increase. The year-on-year rise in imported food prices
totalled 11.6% in June and has gathered pace since
December, when it measured 7.6%. Petrol prices fell
in H1, however, and were down 7.7% year-on-year in
June.
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Chart 5

Exchange rate and volatility of the kréna’
4 January 2010 - 28 June 2023

Index, 31 Dec. 1991 = 100 Volatility (%)
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— Trade-weighted exchange rate of the kréna (inverted left axis)
—— Volatility of the kréna (right)
1. Price of foreign currency in terms of the kréna. Inverted axis shows a stronger

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

Source: Central Bank of Iceland.

Chart 6

Various measures of inflation
January 2015 - June 2023

12-month change (%)
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1. Underlying inflation shows the average of five different measures.
Sources: Statistics Iceland, Central Bank of Iceland.

Chart 7
Components of CPI inflation
January 2018 - June 2023

Contribution to annual inflation (%)
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Sources: Statistics Iceland, Central Bank of Iceland.



Inflation outpaced forecasts in Q1, as inflationary
pressures were stronger and more broad-based than
previously anticipated. According to the forecast in
the May Monetary Bulletin, inflation appears to have
peaked. It is expected to ease gradually but not fall
below 4% until the end of 2024. The inflation outlook
has therefore deteriorated since December, when the
last report was sent to Parliament. The deterioration
of the inflation outlook is due in particular to poorer
near-term prospects, which in turn stem from a weaker
initial position. Furthermore, a larger positive output
gap is expected, mainly because private consumption
and investment are projected to be stronger.

Inflation expectations have risen by most meas-
ures since December. Short-term inflation expectations
have been affected by the fact that inflation has been
more persistent than expected. According to a recent
market expectations survey, respondents’ two-year
inflation expectations had increased to 4.5%. According
to Gallup’s summer surveys, households' inflation
expectations rose between surveys as well, to 7%, while
corporate executives still expected inflation to measure
5% in two years' time.

Long-term inflation expectations have developed
similarly: market agents’ inflation expectations five and
ten years ahead have risen to an average of 4% over
the next five years and 3.5% over the next ten years.
Households expected inflation to average 6% over the
next five years, the same as in the winter survey, while
firms’ long-term inflation expectations had increased
to 5%. The breakeven inflation rate in the bond market
declined in H1/2023, however: the five-year breakeven
rate five years ahead was just over 3% at the end of
June, down from 3.6% at the end of December.

At the MPC's May meeting, members agreed
to tighten the monetary stance, as economic activity
had been strong year-to-date and domestic demand
was expected to grow more strongly than previous-
ly assumed. Furthermore, inflation had risen slightly
between months, underlying inflation had continued
to rise, and the anchoring of inflation expectations to
target had weakened. The MPC discussed how soon
the next round of wage negotiations were due to begin
and how little time there was to make discernible pro-
gress. The labour market remained quite tight, unem-
ployment was low, and worker shortages were wide-
spread. In this context, Committee members discussed
how the past few years’ developments in real wages
in Iceland had differed from those in other advanced
economies. Robust real wage growth was one of the
reasons inflation had been above target for so long
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Chart 8

Goods and services prices
January 2019 - June 2023

Year-on-year change (%)
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1. Based on a three-month moving average.
Sources: Statistics Iceland, Central Bank of Iceland.
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Sources: Gallup, Central Bank of Iceland.
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and had apparently become persistent. The Committee
was therefore of the view that, in view of circumstances,
it would be necessary to tighten the monetary stance
still further. It was important to prevent a wage-price
spiral, particularly in view of the strong demand pres-
sures in the economy and how soon the next round
of wage negotiations were due to begin. The outlook
was for further rate hikes in order to ensure a better
balanced economy and bring inflation back to target.

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

Asgeir Jonsson

Governor of the Central Bank of Iceland

and Chair of the Monetary Policy Committee
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Statement of the Monetary Policy Committee
8 February 2023

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 6.5%.

Headline inflation gained pace in January, reaching 9.9%, while
underlying inflation remained flat at 7%. Although the housing
market has begun to cool and global inflation has eased slightly,
inflationary pressures are still pronounced and price increases
widespread.

The inflation outlook has worsened since the MPC's last meeting,
and although inflation has most likely peaked, bringing it back to
target will take longer than previously anticipated. The
deterioration in the outlook stems in particular from the recently
finalised private sector wage agreements, which entail
considerably larger pay rises than previously assumed.
Furthermore, the krona has depreciated, and the outlook is for a
larger positive output gap during the forecast horizon. Added to
this is the prospect of a more accommodative fiscal stance than
was provided for in the Bank’s November forecast, even though
the fiscal deficit will narrow this year. Long-term inflation
expectations are still well above target, and the Bank's real rate
has declined since the MPC's last meeting.

According to the Bank’s new macroeconomic forecast, year-2022
GDP growth measured 7.1%, far above the November forecast
and, if the forecast materialises, the strongest GDP growth rate
since 2007. GDP growth is set to weaken in 2023 but the labour
market is expected to remain tight, however.

The MPC considers it likely that the monetary stance will have to
be tightened even further in coming term so as to ensure that
inflation eases back to target within an acceptable time frame.
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Statement of the Monetary Policy Committee
22 March 2023

The Monetary Policy Committee (MPC) of the Central Bank of
Iceland has decided to raise the Bank's interest rates by 1
percentage point. The Bank’s key interest rate — the rate on seven-
day term deposits — will therefore be 7.5%.

Inflationary pressures are still growing, and price increases are
becoming ever more widespread. Headline inflation is currently
10.2%, and underlying inflation is 7.2%. Long-term inflation
expectations are still well above target, and the Bank's real rate
has declined since the MPC's last meeting. The outlook is for
inflation to be higher in the near future than was forecast in
February, even though the housing market has cooled.

GDP growth was strong in 2022, and well above the level the
domestic economy can sustain in the long run. Domestic demand
grew more than was projected in February, and indicators imply
that it was stronger at the beginning of 2023 than previously
anticipated. Furthermore, the labour market is very tight.

Under these circumstances, it is important to prevent a wage-
price spiral, particularly in view of the strong demand pressures in
the economy and the upcoming wage negotiations. The MPC will
apply its policy instruments so as to ensure a better balanced
economy and bring inflation back to target.
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Statement of the Monetary Policy Committee
24 May 2023

The Monetary Policy Committee (MPC) of the Central Bank of
Iceland has decided to raise the Bank's interest rates by 1.25
percentage points. The Bank's key interest rate — the rate on
seven-day term deposits — will therefore be 8.75%.

The Committee has also decided to increase deposit institutions’
fixed minimum reserve requirement from 1% to 2%.

Economic activity has been strong in 2023 to date, and the Central
Bank's new macroeconomic forecast assumes that GDP growth
will measure 4.8% this year instead of the 2.6% projected in
February. This is due in large part to the prospect of stronger
growth in domestic demand, although the outlook is also for
more robust activity in the tourism industry.

Inflation measured 9.9% in April and rose slightly between
months. Underlying inflation is still increasing, and steep price
hikes can be seen in a steadily growing share of the consumption
basket. The outlook is for considerably stronger inflationary
pressures in 2023 and 2024 than was previously assumed.

Furthermore, long-term inflation expectations have risen and are
well above target. Therefore, there is a greater risk that inflation
will become entrenched.

In light of this, it is necessary to tighten the monetary stance still
further. It is especially important to prevent a wage-price spiral,
particularly in view of the strong demand pressures in the
economy and how soon the next round of wage negotiations will
begin. Therefore, the outlook is for further rate hikes in order to
ensure a better balanced economy and bring inflation back to
target.
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
February 2023 (113th meeting)
Published: 22 February 2023

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 6 and 7 February 2023, 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 8 February.

| 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 previous
meeting, on 23 November 2022, as published in the updated forecast in Monetary Bulletin 2023/1 on 8
February.

Financial markets

Since the November meeting, the krona had depreciated by 2.8% in trade-weighted terms. Between
meetings, the Bank sold foreign currency for 18 million euros (2.8 b.kr.). The Bank’s transactions during
the period accounted for 5% of total turnover in the foreign exchange market.

In terms of the Central Bank’s real rate, the monetary stance eased since the November meeting. In
terms of the average of various measures of inflation and inflation expectations, the Bank’s real rate was
-0.7%, or 0.5 percentage points lower than just after the announcement of the November interest rate
decision. In terms of twelve-month inflation, it was -3.5% and had fallen by 0.4 percentage points over
the same period.

Interest rates on unsecured overnight loans (the Icelandic krona overnight rate, or IKON) and rates in
the interbank market for kronur rose in line with the increase in the key rate in November, with turnover
in the market totalling 15 b.kr. between meetings. Yields on long-term nominal Treasury bonds had risen
by as much as 0.3 percentage points since the November meeting, and yields on long-term indexed
Treasury bonds had risen by up to 0.1 percentage points. Furthermore, average non-indexed mortgage
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lending rates had risen following the rise in the key rate in November, and average indexed mortgage
rates had risen marginally.

In terms of three-month interbank rates, the interest rate differential had narrowed against the euro by
0.4 percentage points between meetings, to 4.2 percentage points, but had widened by 0.2 percentage
points against the US dollar, to 1.9 percentage points. At the same time, the long-term interest rate
differential versus Germany had narrowed by 0.1 percentage points between meetings, to 4.3
percentage points, whereas the spread versus the US had widened by 0.3 percentage points, to 2.9
percentage points. Measures of the risk premium on the Treasury's foreign obligations had risen
marginally between meetings. The CDS spread on the Treasury's five-year US dollar obligations was
0.7%, and the spread between the Treasury's eurobonds and comparable bonds issued by Germany was
1.1 percentage points.

According to the Central Bank's quarterly market expectations survey, conducted in January 2023,
respondents expected the Bank’s key rate to rise to 6.25% in Q1 and then be lowered to 6% in Q4/2023.
They expected it to measure 4.75% in two years' time. This is a higher interest rate than market agents
expected at the time of the November survey. The share of respondents who considered the monetary
stance too loose was 28%, up from 18% in the November survey. The share who considered it
appropriate fell from 67% in November to 56% in January, while 16% of respondents considered the
stance too tight.

Financial institutions’ analysts expected the MPC to raise the Bank's interest rates by 0.5 percentage
points, as inflation had picked up again and was widespread. Furthermore, the breakeven inflation rate
in the bond market had risen, inflation expectations were still high, the krona had depreciated in the
recent term, and the labour market was quite tight. They noted, however, that the real estate market had
begun to cool and that indicators implied a slowdown in private consumption growth.

Growth in M3 had eased slightly in H2 but measured 8.9% in December. Annual growth in credit system
lending is estimated to have measured just over 9% at the same time, with growth easing slightly towards
the end of the year. Annual growth in lending to businesses grew markedly in 2022 and measured 13%
in December.

The Nasdag OMXI10 index had risen by 0.2% between meetings. Turnover in the Main Market totalled
1,032 b.kr. in 2022 as a whole, nearly 3% less than in 2021.

Global economy and external trade

According to the International Monetary Fund’s (IMF) late January forecast, global GDP growth is
projected to measure 2.9% in 2023. This is 0.2 percentage points above the Fund’s October 2022 forecast
but well below the twenty-year average. Furthermore, GDP growth is expected to increase to 3.1% in
2024, slightly below the October forecast. Central bank interest rate hikes aimed at lowering inflation
and Russia‘s war against Ukraine continue to weigh heavily on the global economy. The rapid spread of
COVID-19 in China also lowered year-2022 GDP growth, although the recent easing of public health
measures by the Chinese authorities suggests that this year's recovery will be stronger than previously
anticipated. The IMF therefore projects that global inflation will fall from 8.8% in 2022 to 6.6% in 2023
and 4.3% in 2024. This is somewhat higher inflation than was forecast in October. Inflation in advanced
economies is expected to measure 4.6% this year and 2.6% in 2024, which is also above the October
forecast.
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According to preliminary figures from Statistics Iceland, the deficit on goods trade measured 240 b.kr.
in 2022, as compared with a deficit of 165 b.kr. at constant exchange rates in 2021. The deficit therefore
grew by nearly 46% year-on-year, primarily because of strong growth in imports in H2 — fuel and
investment goods in particular. Goods export values rose 37% in 2022, with all key subcategories up
sharply year-on-year, mainly because of steep price increases. The strongest impact was from industrial
goods, particularly aluminium products, whose prices rose markedly in H1. At the same time, the value
of imported goods rose by 38%, while its share in GDP in H2/2022 was the highest since 2006. All key
subcategories of goods imports contributed to the increase in 2022, led by fuels, which rose in value by
173% year-on-year.

Global aluminium prices had risen by just over 3% since the MPC's November meeting, to 2,500 US
dollars per tonne. This is about 22% below the price seen at the beginning of February 2022, however.
Preliminary figures from Statistics Iceland indicate that foreign currency prices of marine products rose
by 2% quarter-on-quarter in Q4/2022 and by just under 21% year-on-year in 2022 as a whole. The global
price of Brent crude fell by just over 5% between MPC meetings, to 84 US dollars per barrel by the time
of the February meeting, a decline of nearly 10% relative to early February 2022.

The real exchange rate in terms of relative consumer prices fell by 1% month-on-month in December,
when it was 2.1% above its 25-year average but 5.9% lower than in December 2019. It rose by 3.5% year-
on-yearin 2022, as the nominal exchange rate rose by 3.1%, while inflation in Iceland was 0.3 percentage
points above the trading partner average.

Domestic economy and inflation

Private consumption grew by 10.9% year-on-year in the first three quarters of 2022. Household spending
remained strong in Q4, although indicators suggest that year-on-year private consumption growth lost
pace during the quarter. Furthermore, households have grown more pessimistic as inflation and debt
service have risen, indicating that year-on-year growth in private consumption will continue to lose pace
in Q1/2023.

In December, the National Budget for 2023 was approved by Parliament with a deficit amounting to 3%
of GDP. This is a larger deficit than was originally provided for in the fiscal budget proposal, and the
outlook is for a considerably more accommodative fiscal stance than was assumed in the Bank's
November forecast.

According to the results of Gallup’s winter survey, conducted in December among Iceland’s 400 largest
firms, respondents’ assessment of the current economic situation was somewhat more negative than in
the autumn survey. Their expectations six months ahead were also more negative than in the autumn.
About 39% of executives — slightly fewer than in the autumn — expect economic conditions to improve
over the next six months, while just under 40% expect them to be unchanged. In general, executives
were more optimistic about foreign demand than about domestic demand, but their assessment is
broadly unchanged since the autumn. The most optimistic among them were executives in
manufacturing and in the transport, transit, and tourism sectors.

According to the seasonally adjusted survey results, many firms were still planning to add on staff. The
balance of opinion on staffing plans was positive by 29 percentage points, and has remained close to
that level since the summer 2021 survey. About 54% of executives considered themselves short-staffed,
which is still close to the historical average. Furthermore, a comparable share of respondents reported
that their firms would have difficulty responding to an unexpected increase in demand.
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According to the Statistics Iceland labour force survey (LFS), total hours worked increased by 5.9% year-
on-year in Q4/2022, owing entirely to a rise in the number of employed persons. The number of persons
on the pay-as-you-earn (PAYE) register increased by about the same amount between years, or 5.7%.

Seasonally adjusted LFS figures for Q4/2022 show that the labour participation rate rose by 1 percentage
point between quarters, to 80.4%. The employment rate increased slightly more, and unemployment
therefore fell marginally between quarters, measuring 3.7%. At the same time, registered unemployment
was even lower, at a seasonally adjusted 3.4%.

Iceland’s population grew by 3.1% year-on-year in Q4/2022. The increase is attributable for the most
part to growth in the foreign labour force, as net inward migration of foreign nationals was positive by
2,170 persons in Q4.

In Q4, the general wage index rose by 9.4% between quarters and by 8.3% year-on-year. At the same
time, real wages in terms of the index were unchanged relative to Q4/2021.

Statistics Iceland’s nationwide house price index, published in January, rose by 0.2% month-on-month,
after adjusting for seasonality, and by 18.2% year-on-year. The capital area house price index, calculated
by the Housing and Construction Authority, fell by 0.4% month-on-month in December when adjusted
for seasonality, but rose by 17.4% year-on-year. The number of purchase agreements registered
nationwide fell by 28.4% year-on-year in 2022, while the number of contracts for new construction
increased by 27.1% over the same period. The number of homes for sale has increased markedly in
recent months, and the average time-to-sale in the capital area was 3.3 months in December,
considerably more than the December 2021 figure of 0.8 months.

The CPI rose by 0.85% month-on-month in January, and twelve-month inflation increased to 9.9%,
thereby realigning with its July 2022 peak. Inflation excluding housing rose as well, to 8.3%. Underlying
inflation was unchanged between December and January, however, at 7% in terms of the average of
various measures.

A large share of the increases in January are attributable to price and price list increases set by the public
sector, and the price of public services has risen by 7.5% in the past twelve months. Food and beverage
prices have continued to rise unabated and are up 10.8% over the same period. A share of the recent
price increases is due to the depreciation of the kréna. Price cuts due to winter sales pulled in the
opposite direction, however, and the effects of the sales were slightly stronger than they were last year.

Recent surveys show that inflation expectations are broadly unchanged between surveys by most
measures. According to the Bank's market expectations survey, respondents still expect inflation to
measure 4% in two years' time. Corporate executives and households are more pessimistic, however,
and expect inflation to fall even more slowly. Executives still expect it to average 4% over the next five
years, whereas households expect it to average 5% over the same period. Market agents are more
upbeat about the long-term outlook, however. They expect inflation to average 3.5% in the next five
years and 3.3% in the next ten years. Their expectations have also fallen marginally between surveys, as
has the breakeven inflation rate in the bond market. The five-year breakeven rate five years ahead was
3.6% at the beginning of February, down from an average of 3.9% in November.

According to the updated forecast published in Monetary Bulletin on 8 February, the inflation outlook
has deteriorated once again. Inflation is projected to average 9.5% in Q1/2023, which is 1 percentage
point above the November forecast but in line with the August 2022 forecast. Long-term inflation
expectations are broadly unchanged and remain well above the inflation target. It is still considered to
have peaked but is now expected to ease considerably more slowly than was forecast in November:
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Although pessimism about the global economy has receded, the GDP growth outlook for advanced
economies remains poor. GDP growth in trading partner countries is expected to be only 0.6% this year,
far below the average of recent decades. Global inflation remains high, although it has receded from last
year's peak. It will probably take some time to bring it back to target, as underlying inflation is still high.

In Iceland, GDP growth measured 7.4% over the first nine months of 2022, outpacing the Bank's
November forecast. To a large degree, the deviation reflects Statistics Iceland’s upward revision of H1
GDP growth. Although indicators suggest that GDP growth eased in Q4, the growth rate for 2022 as a
whole has been revised upwards from 5.6% to 7.1% — the fastest calendar-year growth rate since 2007,
if the forecast materialises. GDP growth is still expected to lose pace in 2023. It is estimated at 2.6%,
slightly below the November forecast. The outlook for the forecast horizon as a whole has also
deteriorated marginally.

The new wage agreements are clearly costlier and more front-loaded than was assumed in the Bank's
last baseline forecast, and the outcome is similar to that in the alternative scenario from Monetary
Bulletin 2022/4 providing for larger pay rises. In the last baseline forecast, wages per hour were estimated
to have increased by 7.8% between annual averages in 2022 and were projected to rise another 6% in
2023, for a total of 14.3% over the two years combined. They are now estimated to have risen by 8.6%
in 2022, followed by 9.4% this year, or 18.8% over the same two-year period.

As before, the economic outlook is highly uncertain. The global economic situation will depend in large
part on developments in the war in Ukraine, which unavoidably affects Iceland as well. Added to this is
pronounced uncertainty about developments in the wake of the wage agreements, which provide for
hefty pay rises at a time of little or no productivity growth, worsening terms of trade, a weakening
currency, and less firmly anchored inflation expectations. Under such conditions, it is possible that the
falling exchange rate and rising wages will push inflation higher than it has been in the past decade.
Moreover, not all wage agreements have been finalised, and pay rises could turn out larger than is
currently anticipated. Similarly, if the new wage agreements expiring a year from now are renewed on
terms similar to those recently negotiated, wages could rise by more in the latter half of the forecast
horizon than is provided for in the baseline.

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 fallen since the November meeting. Members discussed whether the monetary stance was
appropriate in view of the inflation outlook, as the Committee had decided at its November meeting to
raise interest rates still further. At that time, both observed and underlying inflation had risen, and the
economic outlook for 2023 had improved.

Members noted that inflation had gained pace in January, reaching 9.9%, while underlying inflation had
remained flat at 7%. Although the housing market had begun to cool and global inflation had eased
slightly, inflationary pressures were still pronounced and price increases widespread. Furthermore, the
correlation between price increases of CPl subcomponents was growing stronger.

The Committee noted that the inflation outlook had worsened since the MPC's last meeting, and that
although inflation had most likely peaked, bringing it back to target would take longer than previously
anticipated. It emerged that the deterioration in the outlook stemmed in particular from the recently
finalised private sector wage agreements, which entailed considerably larger pay rises than had been
assumed in November. Furthermore, the krona had depreciated, and it emerged that the outlook was
for a wider positive output gap over the forecast horizon. MPC members noted that this was
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compounded by the prospect of a more accommodative fiscal stance than had been provided for in the
Bank’s November forecast, even though the fiscal deficit would narrow this year. Moreover, long-term
inflation expectations were still well above target, and the Bank’s real rate had declined since the MPC's
last meeting.

Members noted that according to the Bank's new macroeconomic forecast, year-2022 GDP growth had
measured 7.1%, far above the November forecast and, if the forecast materialised, the strongest single-
year GDP growth rate since 2007. The deviation was due mainly to private consumption growth, which
had exceeded forecasts. It emerged that GDP growth was set to weaken in 2023, although the labour
market was still expected to remain tight.

All members agreed that the Bank's key rate needed to be raised further, and they discussed rate
increases ranging from 0.5-1 percentage point. The main arguments discussed centred on the significant
worsening of the inflation outlook. Although the bleaker outlook could be traced in part to the initial
position, owing to the steep increase in inflation in January, MPC members agreed that the January
measurement had little effect on the decision now. What was important was that it would probably take
longer than previously assumed to bring inflation back to target, due to steep pay rises and other signs
of increased inflationary pressures. Inflation had remained high for some time, and consequently, there
was greater risk of it becoming entrenched. It was pointed out that there were few signs that inflation
had begun to subside, and the share of CPl components that had risen far in excess of the inflation
target in the past year was still growing. Inflation excluding housing was still rising rapidly. Furthermore,
the labour market was still considerably tight, and domestic demand was strong. The newly negotiated
wage agreements were costlier and more front-loaded than had been assumed at the MPC's last
meeting. The Committee was concerned that when large pay rises coincided with a tight labour market,
it could lead to wage drift and stronger inflationary pressures. Moreover, not all wage agreements had
been finalised, and pay rises therefore could turn out larger than is currently anticipated. Furthermore,
the krona had depreciated recently, which would lead to higher imported inflation, all else being equal.
This was particularly relevant when inflation was high and inflation expectations less firmly anchored to
the target. The impact of a weaker krona and general cost increases could therefore turn out stronger
than in the past decade. In the same vein, it was pointed out that this would make it less likely for recent
reductions in commodity prices to pass through to prices in Iceland. In addition to this was the prospect
that the fiscal stance in the National Budget would be more accommodative than had been provided
forin the fiscal budget proposal. Furthermore, the monetary stance had eased between meetings despite
the interest rate hike at the Committee's last meeting.

On the other hand, there were clear signs of a slowdown in the housing market, and nominal house
prices in greater Reykjavik had fallen marginally. The Bank’s policy actions had clearly begun to affect
the market; for example, growth in lending to households had lost pace. Furthermore, there were signs
of slower private consumption growth, and pessimism among households had grown in the recent term.
It was pointed out that underlying inflation had been unchanged in January, although it was too soon
to say whether it had peaked.

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 6.5%, the current
account rate 6.25%, the seven-day collateralised lending rate 7.25%, and the overnight lending rate
8.25%. All members voted in favour of the Governor’s proposal, although Herdis Steingrimsdéttir would
have preferred to raise rates by 0.75 percentage points.
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It emerged at the meeting that the Committee considered it likely that the monetary stance would have
to be tightened even further in the coming term so as to ensure that inflation eases back to target within
an acceptable time frame.

The following Committee members were in attendance:

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

Gylfi Zoéga, Professor, external member

Herdis Steingrimsdottir, Associate Professor, external member

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

Karen A. Vignisdéttir wrote the minutes.

The next Statement of the Monetary Policy Committee will be published on Wednesday 22 March 2023.
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MINUTES

MONETARY POLICY COMMITTEE



The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
March 2023 (114th meeting)
Published 5 April 2023

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 20 and 21 March 2023, 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 22 March.

| 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 8 February 2023.

Financial markets

Since the February meeting, the kréna had appreciated by 1.5% in trade-weighted terms. The Central
Bank conducted no transactions in the market during the period.

In terms of the Central Bank's real rate, the monetary stance eased since the February meeting. In terms
of the average of various measures of inflation and inflation expectations, the Bank’s real rate was -0.5%,
or 0.3 percentage points lower than just after the announcement of the February interest rate decision.
In terms of twelve-month inflation, it had fallen by 0.3 percentage points over the same period, to -3.4%.

Interest rates on unsecured overnight loans (the Icelandic krona overnight rate, or IKON) and rates in
the interbank market for kronur rose in line with the increase in the key rate in February, with turnover
in the market totalling 3 b.kr. between meetings. Yields on long-term nominal Treasury bonds had risen
by as much as 0.6 percentage points since the February meeting, while yields on long-term indexed
Treasury bonds had only risen marginally. Furthermore, average non-indexed mortgage lending rates
had risen following the rise in the key rate in February, and average indexed mortgage rates had risen
marginally.

In terms of three-month interbank rates, the short-term interest rate differential versus the euro area
had widened by 0.5 percentage points between meetings, to 4.6 percentage points, while the spread
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versus the US had widened by 0.6 percentage points, to 2.5 percentage points. At the same time, the
long-term interest rate differential versus Germany had widened by 0.7 percentage points between
meetings, to 5 percentage points, whereas the spread versus the US had widened by 0.7 percentage
points, to 3.7 percentage points. Measures of the risk premium on the Treasury's foreign obligations had
risen marginally between meetings. The CDS spread on the Treasury’s five-year US dollar obligations
was 0.8%, and the spread between the Treasury's eurobonds and comparable bonds issued by Germany
was 1.2 percentage points.

Financial institutions’ analysts expected the MPC to raise the Bank’s interest rates by 0.75 percentage
points, as inflation had picked up, price increases were widespread, and underlying inflationary pressures
were strong. Furthermore, the breakeven inflation rate in the bond market had increased and the Bank's
real rate had fallen. Moreover, the labour market was tight and domestic demand could prove more
resilient than expected. Analysts mentioned, however, that the kréna had strengthened recently and that
higher interest rates and tighter borrower-based measures had cooled the housing market.

Growth in M3 had eased slightly in H2/2022 but measured 9.2% in January 2023. At the same time,
annual growth in credit system lending to households was estimated at just under 10%. Year-on-year
growth was still strong, but net new lending to households had begun to ease. Annual growth in
corporate lending had continued to gain pace, measuring about 14.8% in January.

The Nasdag OMXI10 index had fallen by 4.8% between meetings. Turnover in the Main Market totalled
171 b.kr. in the first two months of 2023, just over 3% less than during the same period in 2022.

Global economy and external trade

According to the Organisation for Economic Cooperation and Development's (OECD) mid-March
forecast, global GDP growth is set to measure 2.6% this year and 2.9% in 2024. This is 0.4 and 0.2
percentage points more, respectively, than in the OECD’s November 2022 forecast, but is still below the
average of recent decades. Global economic activity has proven more robust year-to-date than the
OECD had expected in November, and labour market conditions have remained favourable, supporting
private consumption growth. Furthermore, expectations about the economic situation have improved,
and leading indicators suggest that economic activity has gained pace in major advanced economies. A
major factor in this is the slide in global energy and commodity prices, which contributes to the decline
in global inflation and has a positive effect on households’ purchasing power. In addition, the relaxation
of public health measures in China and the ensuing improvement in the economic outlook there will
have a positive impact on the global economy. On the other hand, financial conditions have deteriorated
in line with the continued rise in central bank interest rates. The OECD expects inflation in the G20
countries to ease from last year's 8.1% to 5.9% this year, slightly below its November forecast. In addition,
inflation is projected to fall to 4.5% in 2024, or 0.9 percentage points lower than in the previous forecast.

According to preliminary figures from Statistics Iceland, the deficit on goods trade measured 28 b.kr. in
the first two months of 2023, as compared with a deficit of 10 b.kr. at constant exchange rates over the
same five-month period in 2022. Imported goods values increased by 13% at constant exchange rates
in the first two months of 2023, and all key subcomponents of imports apart from transport equipment
are still growing markedly. At the same time, exported goods values rose by around 2% at constant
exchange rates, due to the offsetting effects of higher marine and industrial goods export values and
lower aluminium and ferrosilicon values, which declined because of falling prices.
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Global aluminium prices fell by 10% after the MPC's February meeting, to just over 2,200 US dollars per
tonne, about a third below the March 2022 price. Preliminary figures from Statistics Iceland indicate that
foreign currency prices of marine products fell by 0.5% month-on-month in January but had risen by
12% year-on-year. The global price of Brent crude fell by 12% between MPC meetings, to 74 US dollars
per barrel by the time of the March meeting, about 36% below the March 2022 price. The recent decline
in oil prices is due largely to increased global economic uncertainty following the collapse of a few
financial institutions in the US earlier in March.

The real exchange rate in terms of relative consumer prices rose by 1.6% month-on-month in January,
when it was 3.1% above its 25-year average but 5.8% lower than in December 2019. In the first two
months of 2023, it was down by 3.6% compared with the same period in 2022, as the nominal exchange
rate of the krona was 5.5% lower and inflation in Iceland was 2.2 percentage points above the trading
partner average.

Domestic economy and inflation

According to preliminary figures published by Statistics Iceland at the end of February, GDP growth
measured 3.1% in Q4/2022, somewhat below the forecast in the February Monetary Bulletin. For the
most part, the deviation is due to the fact that Statistics Iceland no longer includes intellectual property
with services trade, whereas if it had been included, GDP growth would have measured 6.7%, thereby
exceeding the forecast. Domestic demand remained relatively strong during the quarter, even though
the pace eased slightly. National expenditure increased by 3.4% in Q4 and was therefore stronger than
forecast, if public consumption and residential investment are excluded.

GDP growth measured 6.4% in 2022, as compared with the Bank's forecast of 7.1%, but it would have
measured 6.6% if intellectual property had been included. Last year's GDP growth is attributable to a
strong increase in private consumption and investment. According to Statistics Iceland’s figures, private
consumption growth was in line with the February forecast and investment growth somewhat above it.
Exports were up 20.6% year-on-year and imports by 19.7%, and the contribution from net trade was
therefore negative by 0.1 percentage points.

Key indicators of developments in private consumption in Q1/2023 suggest continued strong demand.
Year-on-year growth in payment card turnover was robust, exceeding expectations. Households are still
relatively pessimistic according to the Gallup Consumer Confidence Index, which averaged 96.5 points
in January and February. Nevertheless, they are slightly less pessimistic than in Q4/2022, when the index
averaged 93.7 points.

According to the results of Gallup’s spring survey, conducted in February and March among Iceland’s
400 largest firms, respondents’ attitudes towards the current economic situation were slightly more
negative than in the winter survey. Their expectations six months ahead were also negative, albeit less
so than in the winter, as just under 28% of executives expected the economic situation to improve in six
months’ time, a somewhat larger share than in the winter. Nearly 35% of executives expected economic
conditions to deteriorate in the next six months. Executives were marginally more optimistic about
domestic demand and far more optimistic about foreign demand than in the winter survey, particularly
those in miscellaneous specialised services and retail and wholesale trade.

Companies’ earnings prospects have deteriorated since the autumn survey, with only a fourth of
executives expecting this year's profits to exceed those in 2022, while a third of them expected profits
to be lower this year. Some 32% of firms saw their margins contract in the previous six months, while
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26% of firms' margins increased. Executives’ expectations about margins in the next six months had also
worsened, with a third of respondents expecting margins to contract over the period and another 44%
expecting them to remain unchanged. Furthermore, the number of executives expecting to invest more
this year than in 2022 declined between surveys, although 52% of respondents expect their investment
to remain unchanged year-on-year.

The seasonally adjusted results of Gallup’s spring survey show that firms still expect to recruit large
numbers of workers, although they have scaled down their plans since the previous survey. The balance
of opinion on staffing plans (i.e, firms planning to recruit as compared with those planning
redundancies) was positive by 18 percentage points, whereas it had been positive by 28 percentage
points in the winter survey. Nevertheless, it was still a full 10 percentage points above its historical
average. About 44% of executives considered themselves short-staffed, a somewhat smaller share than
in the previous survey but still large in historical context. The share of companies operating at close to
full capacity rose between surveys, though, to 58%, and is therefore near its historical peak of 60%.

The wage index rose by 0.2% month-on-month in January and by 8.6% year-on-year, and real wages
were 1.3% lower during the month than at the same time in 2022. According to preliminary figures from
Statistics Iceland, the wage share (wages and related expenses relative to gross factor income) was 59.2%
in 2022, or 1.2 percentage points lower than in 2021 and 0.5 percentage points below the twenty-year
average. Statistics Iceland revised salaries and related expenses downwards, mostly in 2020 and 2021;
therefore, the increase in 2022 was somewhat smaller than had been assumed in the Bank’s February
forecast.

Statistics Iceland’s nationwide house price index, published in late February, declined 0.2% month-on-
month when adjusted for seasonality, but rose 15.9% year-on-year. The capital area house price index,
calculated by the Housing and Construction Authority, was flat month-on-month in January when
adjusted for seasonality, but rose by 14.9% year-on-year. The number of purchase agreements
registered nationwide fell by 42% year-on-year in January, while the number of contracts for new
construction declined by nearly 62% over the same period. The average time-to-sale in the capital area
was 4.2 months in January, considerably more than the January 2022 figure of 0.8 months, as the number
of homes for sale has increased significantly in recent months.

The CPI rose by 1.39% month-on-month in February, and twelve-month inflation increased to 10.2%, its
highest since September 2009. Inflation excluding housing also rose in February, to 8.9%. The difference
between inflation including and excluding housing has shrunk recently. Underlying inflation also
increased between months, to 7.2% according to the average of various measures.

As is customary at this time of year, end-of-sale effects were discernible in February, and the price of
clothing, footwear, furniture, and housewares rose. Furniture and housewares prices rose well in excess
of end-of-sale effects. Food prices continued to rise and are now more than 12% higher than they were
a year ago. The price of various subcomponents of services has increased as well, and private services
prices are now up 7.6% year-on-year. Price increases were therefore very widely distributed in February.

Households’ and businesses’ two-year inflation expectations were unchanged, according to Gallup’s
spring survey. Corporate executives expect inflation to measure 5% in two years’ time, while households
expect it to measure 6%. Businesses’' long-term inflation expectations were unchanged as well, at 4%,
whereas households’ long-term expectations rose, and they now expect inflation to average 6% over the
next five years. The breakeven inflation rate in the bond market had risen since the Committee’s February
meeting, and the five-year breakeven rate five years ahead was around 3.7% in mid-March.
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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 fallen since the February meeting. Members discussed whether the monetary stance was
appropriate in view of the inflation outlook, as the Committee had decided at its February meeting to
raise interest rates still further. At that time, inflation had risen and the inflation outlook had continued
to deteriorate. The bleaker outlook stemmed mainly from the recently finalised private sector wage
agreements, which entail considerably larger pay rises than previously assumed, and the prospect of a
larger positive output gap and a more accommodative fiscal stance.

Committee members noted that inflationary pressures were still growing and price increases were
becoming ever more widespread. Headline inflation was currently 10.2%, and underlying inflation was
7.2%. Moreover, long-term inflation expectations were still well above target, and the Bank's real rate
had declined since the MPC's last meeting. The Committee discussed the outlook for inflation, which
was set to be higher in the near future than had been forecast in February, even though the housing
market had cooled.

Members noted that GDP growth had been strong in 2022, and well above the level the economy could
sustain in the long run. Furthermore, domestic demand had grown more than was projected in February,
and indicators implied that it was stronger at the beginning of 2023 than had previously been
anticipated. Furthermore, the labour market was tight.

All members agreed that the Bank's key rate needed to be raised further, and they discussed rate
increases ranging from 0.75-1 percentage point. The main arguments expressed were that inflationary
pressures were still considerable and the domestic economy strong. Domestic demand had been more
resilient than expected, and large pay rises and tension in the labour market manifested themselves in
increased cost pressures. Committee members agreed that the concerns expressed at the February
meeting, which centred on the inflationary impact of wage agreements and the depreciation of the kréna
at the beginning of the year, had apparently materialised. It seemed that a large proportion of the
increased cost pressures had been passed directly through to the price level, and there was the risk that
this would continue in coming months. Given the strength of overall demand, it was possible that last
year's decline in global oil and commodity prices and the reduction in shipping costs would be less likely
to lead to lower prices in Iceland. Furthermore, inflation was still on the rise in many trading partner
countries. It emerged that growth in credit system lending to businesses was still gaining pace in spite
of interest rate hikes, and that the majority of the loans bore variable interest rates. Nominal year-on-
year growth in total credit system lending was therefore still strong even though net new lending to
households had lost pace. The MPC also discussed the fiscal stance and the forthcoming fiscal plan, but
as had emerged at the February meeting, the outlook was still for a more accommodative fiscal stance
than had previously been assumed. As a result, the MPC considered it apparent that few factors were in
place at present that would dampen the strength of the domestic economy. However, housing market
activity had slowed down, and it was clear that the Bank's actions affected the market. Members also
discussed the past few weeks’ unrest in international financial markets. They noted that poorer financial
conditions could accelerate the downturn in economic activity and that inflation could therefore fall
faster than was currently projected. The Committee was therefore of the view that the global economic
outlook had grown more uncertain.

In the Committee’s opinion, it was vital to make discernible progress quickly, given how widespread
inflation was, how high inflation expectations were, and how little time there was until the next wage
agreements. Members therefore considered it crucial to ensure that inflation would fall swiftly and
reliably in the near future, even though the measures taken could have a substantial impact on economic
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activity. It was essential to push back against the second-round effects of cost increases on the price
level that now appeared to have emerged, and to ensure that the monetary stance would tighten quickly.

In view of the discussion, the Governor proposed that the Bank's interest rates be raised by 1 percentage
point. The Bank's key rate (the seven-day term deposit rate) would be 7.5%, the current account rate
7.25%, the seven-day collateralised lending rate 8.25%, and the overnight lending rate 9.25%. All
Committee members voted in favour of the proposal.

Members agreed that under these circumstances, it was important to prevent a wage-price spiral,
particularly in view of the strong demand pressures in the economy and the upcoming wage
negotiations. The MPC would apply its policy instruments so as to ensure a better balanced economy
and bring inflation back to target.

The following Committee members were in attendance:

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

Herdis Steingrimsdottir, Associate Professor, external member

Asgerdur Osk Pétursdottir, Assistant Professor, external member

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

Karen A. Vignisdéttir wrote the minutes.

The next Statement of the Monetary Policy Committee will be published on Wednesday 24 May 2023.
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MINUTES

MONETARY POLICY COMMITTEE



The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
May 2023 (115th meeting)
Published 7 June 2023

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

The following are the minutes of the MPC meeting held on 22 and 23 May 2023, during which the
Committee discussed economic and financial market developments, decisions on the application of the
Bank’s monetary policy instruments, and the communication of those decisions on 24 May.

| 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 22 March 2023, as published in the new forecast and analysis of uncertainties in Monetary
Bulletin 2023/2 on 24 May.

Financial markets

Since the March meeting, the krona had depreciated by 0.6% in trade-weighted terms. The Central Bank
conducted no transactions in the market during the period.

In terms of the Central Bank's real rate, the monetary stance had eased since the March meeting. In
terms of the average of various measures of inflation and one-year inflation expectations, the Bank's real
rate was 0.3%, or 0.2 percentage points lower than just after the announcement of the March interest
rate decision. In terms of twelve-month inflation, however, it was -2.2% and had risen by 0.3 percentage
points over the same period.

Interest rates on unsecured overnight loans (the Icelandic krona overnight rate, or IKON) and rates in
the interbank market for krénur rose in line with the increase in the key rate in March, 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 0.6 percentage points since the March meeting, whereas yields on long-term
indexed Treasury bonds were virtually unchanged. Furthermore, average non-indexed mortgage lending
rates had risen following the rise in the key rate in March, and average indexed mortgage rates had
increased marginally.
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In terms of three-month interbank rates, the short-term interest rate differential had widened by 0.7-0.8
percentage points between meetings, to 5.3 percentage points versus the euro area and 3.3 percentage
points versus the US. At the same time, the long-term interest rate differential had narrowed by 0.7-0.8
percentage points, to 4.2 percentage points versus Germany and 2.9 percentage points versus the US.
Measures of the risk premium on the Treasury’s foreign obligations had fallen 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 1.1-1.4 percentage
points.

According to the Central Bank's quarterly market expectations survey, conducted in May 2023,
respondents expected the Bank’s key rate to rise to 8.5% in Q2 and then begin to fall in Q1/2024. They
expected the key rate to be 8.25% one year ahead and 6% two years ahead. The share of respondents
who considered the monetary stance too loose had more than doubled between surveys, from 28% to
66%. The share who considered it appropriate declined accordingly, from 56% to 17%, while another
17% considered the monetary stance too tight.

Financial institutions’ analysts expected the MPC to raise the Bank's interest rates by 1 percentage point,
on the grounds that inflation had been more persistent than expected and increasingly broad-based.
Furthermore, underlying inflation had continued to rise and inflation expectations were still high, and it
was important to bring expectations down because of how soon the next round of wage negotiations
was set to begin. They also mentioned the tight labour market, strong demand, and the improved
outlook for year-2023 GDP growth. On the other hand, there were signs that demand could ease in
coming months.

Year-on-year growth in M3 slowed marginally at the beginning of the year and measured 9% in March.
The weight of household deposits in year-on-year growth increased again, while growth in corporate
deposits eased, although it remains robust. Year-on-year growth in household lending eased at the same
time, measuring 8.5% in March, while corporate lending growth remained strong, at 13.9% year-on-year
as of March. According to the lending survey conducted by the Central Bank in April, commercial banks
assume that the supply of credit to businesses will decline somewhat in the next six months.

The Nasdag OMXI10 index had fallen by 7.4% between meetings. Turnover in the Main Market totalled
312 b.kr. in the first four months of 2023, some 28% less than over the same period in 2022. The
difference between years is due in large part to the March 2022 auction of a portion of the State's
holding in islandsbanki.

Global economy and external trade

According to the International Monetary Fund's (IMF) April forecast, global GDP growth is projected to
shrink from 3.4% in 2022 to 2.8% in 2023 and then ease upwards to 3% in 2024. This output growth rate
is broadly in line with the Fund’s January 2023 and October 2022 forecasts, but far below the twenty-
year average. According to the forecast, growth will subside particularly in advanced economies, falling
from 2.7% in 2022 to 1.3% in 2023. Global GDP growth could turn out even weaker this year, however,
if there is further turmoil in the financial markets. According to the likely alternative scenario presented
by the IMF, global output growth could fall to around 2.5% this year and dip below 1% in advanced
economies if such turmoil materialises. The IMF forecasts that global inflation will subside from 8.7% in
2022 to 7% in 2023, in tandem with the decline in global commodity prices. For 2024, global inflation is
forecast at 4.9%. The Fund is of the opinion that underlying inflation will probably ease more slowly,
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however. Furthermore, in most cases inflation will not fall back to central bank targets until 2025 at the
earliest.

According to preliminary figures from Statistics Iceland, the deficit on goods trade measured 45 b.kr. in
Q1/2023, as compared with a deficit of 20 b.kr. at constant exchange rates over the same period in 2022.
Export values rose by 1% year-on-year during the quarter, reflecting an increase in the value of marine
products and pharmaceutical and medical equipment, offset by a decrease in the value of aluminium
and ferrosilicon as a result of lower prices. At the same time, goods imports rose in value by 12%, with
all key import components still growing rather strongly, apart from transport equipment.

Global aluminium prices had declined by just over 1% since the MPC's March meeting, to about 2,200
US dollars per tonne, which is one-fourth below the May 2022 price. Preliminary figures from Statistics
Iceland indicate that foreign currency prices of marine product exports fell by 1.2% quarter-on-quarter
in Q1/2023 but were around 13% higher than in the same quarter of 2022. The global price of Brent
crude rose by 2% between MPC meetings, to 77 US dollars per barrel by the time of the May meeting.
Nevertheless, this is about a third below the May 2022 price.

The real exchange rate in terms of relative consumer prices rose by 1.4% month-on-month in April, when
it was 7.6% above its 25-year average but 1.8% lower than in December 2019. In Q1/2023, it was down
by 2.1% compared with the same period in 2022, as the nominal exchange rate of the kréna was 4.5%
lower and inflation in Iceland was 2.7 percentage points above the trading partner average.

Domestic economy and inflation

According to the seasonally adjusted results of Gallup’s spring survey among executives from Iceland'’s
400 largest companies, 30% of firms were planning to recruit staff in the next six months, and only 12%
were planning to downsize. The balance of opinion is therefore positive by 18 percentage points, or
more than 10 percentage points above the historical average, even though it has narrowed relative to
the winter survey. Furthermore, 44% of respondents considered their firms short-staffed, and 58% were
of the opinion that they would have difficulty responding to an unexpected increase in demand.

According to the Statistics Iceland labour force survey (LFS), total hours worked rose by 4.4% year-on-
year in Q1/2023, as the number of employed persons increased by 4% and the average work week was
longer by 0.4%. Seasonally adjusted job numbers and hours worked increased only marginally between
quarters, after strong job growth in Q4/2022. The number of workers on the pay-as-you-earn (PAYE)
register rose accordingly, and seasonally adjusted figures show that employment in most sectors is
broadly back to the pre-pandemic level.

According to seasonally adjusted LFS data, the labour participation rate fell quarter-on-quarter by 0.1
percentage points and the employment rate by fell by 0.2 percentage points in Q1/2023. Unemployment
therefore rose by 0.1 percentage points between quarters, to 3.7%. The LFS measure of the slack in the
labour market increased more between quarters, however. Nevertheless, it, like unemployment, is still
/2 a percentage point lower than just before the pandemic hit Iceland. Seasonally adjusted registered
unemployment continued to fall, however, to 2.6% by April, its lowest since summer 2018.

Iceland’s population grew by 3.6% year-on-year in Q1/2023. The increase is due mostly to immigration,
as net migration of foreign nationals was positive by 2,790 persons during the quarter.

The general wage index rose by 3.5% between quarters in Q1, and by 8.9% year-on-year, while real
wages rose 1% quarter-on-quarter but fell by 1% year-on-year.
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Key indicators of developments in private consumption in Q1/2023 suggest continued strong growth
during the quarter. Payment card turnover in Iceland and abroad grew markedly between years in Q1,
and the Gallup Consumer Confidence Index suggests that consumers are slightly less pessimistic than
they were in H2/2022. The Central Bank's baseline forecast therefore assumes considerably stronger
private consumption growth in Q1 than was projected in February.

Statistics Iceland’s nationwide house price index, published in late April, rose by 1.2% month-on-month,
after adjusting for seasonality, and by 12.4% year-on-year. The capital area house price index, calculated
by the Housing and Construction Authority, rose by 0.2% month-on-month in April when adjusted for
seasonality, but rose by 8.6% year-on-year. The number of purchase agreements registered nationwide
fell by 25.5% year-on-year in the first four months of 2023, and the number of contracts for new
construction declined by 29.4% over the same period. The average time-to-sale in the capital area was
5.4 months in April, considerably more than the April 2022 figure of 0.9 months, as the number of homes
for sale has increased significantly in recent months.

The CPI rose by 1.31% month-on-month in April, pushing twelve-month inflation up slightly, to 9.9%.
Inflation excluding housing rose as well, to 8.7%. Underlying inflation also increased between months,
to 7.5% according to the average of various measures.

The main driver of the April rise in the CPI was the cost of owner-occupied housing. House prices rose
month-on-month throughout the country but increased the most in regional Iceland. Food and
beverage prices continued to climb in April, when the year-on-year increase measured 12.5%. Private
services also jumped in price between months, driven largely by the rise in airfares. In the past year,
however, price increases have been distributed across a large number of services items.

According to the Central Bank's market expectations survey, respondents’ two-year inflation
expectations have risen since the previous survey and now measure 4.5%. Their long-term inflation
expectations have also risen between surveys. Market participants expect inflation to average 4% over
the next five years — the highest measurement since 2013 — and 3.5% over the next ten years. However,
the breakeven inflation rate in the bond market has fallen since the last MPC meeting. The ten-year
breakeven rate was just over 4% in mid-May, after falling by 2 a percentage point between meetings,
and the five-year breakeven rate five years ahead had fallen by a similar amount over the same period.

According to the forecast published in Monetary Bulletin on 24 May 2023, the outlook is for inflation to
ease more slowly than previously projected. Underlying inflation has increased, and steep price hikes
can be seen in a steadily growing share of the consumption basket. Although offset by declining global
inflation, domestic inflationary pressures are strong, and more so than was assumed in the Bank’s
February forecast. As a result, the outlook is for inflation to exceed that forecast in both 2023 and 2024.
This is due largely to a more unfavourable initial position, but also to greater demand pressures in 2023,
albeit mitigated by a stronger kréna. According to the forecast, inflation will exceed 8% throughout this
year. It will not fall below 4% until late in 2024 and will not fall below 3% until well into 2026.

Although trading partner GDP growth has softened recently, it has been more resilient than was assumed
in the February forecast. The GDP growth outlook for 2023 has therefore improved. Nevertheless, growth
is still expected to be sluggish in 2023 and 2024, averaging about 1% per year. Global inflation has fallen,
but underlying inflation remains high, indicating that there is still some ground to cover before measured
inflation can be brought back to target.

Preliminary figures from Statistics Iceland indicate that GDP growth in Iceland measured 6.4% in 2022,
the strongest growth rate since 2007. It was driven by a surge in domestic demand — especially private
consumption, which grew by 8.6% year-on-year. GDP growth was slightly below the Bank’s February
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forecast, however, reflecting, on the one hand, less favourable external trade and the effects of changes
in Statistics Iceland'’s treatment of intellectual property in the pharmaceuticals sector, and on the other,
stronger growth in domestic demand. GDP growth for Q1/2023 appears to have far outpaced the
February forecast and therefore looks set to exceed it for the year as a whole as well. This year's GDP
growth is now projected at 4.8%, as compared with 2.6% in the February forecast. This mainly reflects
the impact of stronger growth in domestic demand, plus improved prospects for tourism and the effects
of the above-mentioned methodological changes by Statistics Iceland. The outlook for output growth
in the coming two years is more or less unchanged from the February forecast, however.

The global economic situation has been unusually uncertain for quite some time and still remains so.
The shocks of recent years have been numerous and unprecedented: a global pandemic and war in
Europe led to severe supply chain disruptions and soaring energy and commodity prices, which the
global economy is still grappling with. The global economic outlook could therefore be overestimated.
The same is true of the domestic inflation outlook, as the anchoring of inflation expectations to the
target has weakened, thereby exacerbating the risk of larger pass-through of exchange rate and wage
shocks, which in turn increases the risk that a wage-price spiral will develop.

Il Decisions on the Bank’s monetary policy instruments

The MPC discussed the monetary stance in view of economic developments and the decline in the Bank's
real rate since the March meeting. Members discussed whether the monetary stance was appropriate in
view of the inflation outlook, as the Committee had decided at its March meeting to raise interest rates
still further. At that time, inflationary pressures had continued to grow, the Bank’s real rate had fallen,
and domestic demand had grown more than anticipated.

Committee members noted that economic activity had been strong in 2023 to date and that the Central
Bank’s new macroeconomic forecast assumed that GDP growth would measure 4.8% this year instead
of the 2.6% projected in February. This was due in large part to the prospect of stronger growth in
domestic demand, although the outlook was also for more robust activity in the tourism industry.

The MPC noted that inflation had measured 9.9% in April, after rising slightly between months. It
emerged that underlying inflation was still increasing and that steep price hikes could be seen in a
steadily growing share of the consumption basket. Members noted as well that the outlook was for
considerably stronger inflationary pressures in 2023 and 2024 than had previously been assumed. They
also observed that long-term inflation expectations had risen and were well above target. Thus, there
was a greater risk that inflation would become entrenched.

All members agreed that the Bank's key rate needed to be raised further, and they discussed rate
increases ranging from 1-1.5 percentage points. The main arguments expressed were that inflationary
pressures were still growing and the domestic economy remained quite strong. Although monetary
policy had clearly had an impact on the housing market, there were few other definite indications of a
turnaround. There were signs that firms’ cost increases were being passed through to the price level to
a large extent, as domestic demand was strong. Furthermore, the real rate had fallen between meetings,
although it was slightly positive. The MPC was also concerned about how soon the next round of wage
negotiations were due to begin and how little time there was to make discernible progress. The labour
market remained quite tight, unemployment was low, and worker shortages were widespread. In this
context, Committee members discussed how the past few years’ developments in real wages in Iceland
had differed from those in other advanced economies. Real wages had risen far more in Iceland in 2020-
2021 and had fallen less in H2/2022 than in Iceland’s main trading partner countries. Robust real wage
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growth was therefore one of the reasons inflation had been above target for so long and had apparently
become persistent. Committee members also discussed the fiscal stance, and asserted that tighter fiscal
policy would support monetary policy and result in a more effective economic policy mix. Furthermore,
they agreed that all else being equal, with a more favourable policy mix, interest rates might not have
to be raised as high and the opportunity cost in the form of weaker economic activity might turn out
lower in the long term than it would be otherwise.

It was pointed out that there were several countervailing factors that could cause demand to weaken
rapidly. Households had drawn down their accumulated savings more quickly than previously estimated
in order to finance increased consumption, and the outlook was for a slowdown in private consumption
growth. Housing market activity had eased, and financial conditions were growing tighter. Moreover, a
large share of households would be faced with mortgage interest rate reviews in the coming term and
could expect their debt service burden to rise, all else being equal. It was also pointed out that the impact
of recent rate hikes had not yet come fully to the fore.

The MPC considered it important to bring inflation and inflation expectations down over the course of
the current year. High inflation expectations could lead to higher wage demands in the upcoming
negotiation round, and large pay rises could lead to a wage-price spiral, particularly if demand were still
strong enough to make it easy to pass cost increases through to prices. This could result in even more
persistent inflation, which would necessitate larger rate hikes and rates would have to be higher over a
longer period of time. In view of this, it would be better to raise interest rates now and take larger steps,
in order to make progress sooner than to take smaller steps and be faced with the need to keep interest
rates high for a longer period of time. Although it could put strain on the real economy in the short run,
it would be beneficial in the long run to bring inflation down rapidly, and then be able to start cutting
rates sooner than would otherwise be possible. If bringing inflation and inflation expectations under
control required an abrupt cooling of the economy, that was what would be done.

Members discussed whether deposit institutions’” minimum reserve requirements should be increased,
as the MPC had decided in March 2020 to lower them to give those institutions greater flexibility to
respond to the changed circumstances brought on by the pandemic. Members were of the view that
increasing minimum reserve requirements would lead to a rise in deposit institutions’ marginal funding
costs, which would reduce their scope for lending, all else being equal. They agreed, however, that
increasing reserve requirements would not substitute for an increase in interest rates, which were the
main monetary policy instrument.

In view of the discussion, the Governor proposed that deposit institutions’ fixed reserve requirement be
increased from 1% to 2%. All Committee members voted in favour of the proposal. It also emerged that
if the need arose, the MPC could decide later to apply reserve requirements to a greater extent.

The Governor also proposed that the Bank's interest rates be raised by 1.25 percentage points. The
Bank’s key rate (the seven-day term deposit rate) would be 8.75%, the current account rate 8.5%, the
seven-day collateralised lending rate 9.5%, and the overnight lending rate 10.5%. Asgeir Jonsson,
Rannveig Sigurdardéttir, Asgerdur Osk Pétursdéttir, and Herdis Steingrimsdottir voted in favour of the
proposal. Gunnar Jakobsson voted against the Governor's proposal and wanted to raise rates by 1
percentage point, as he was of the opinion that the impact of previous rate hikes had not yet fully come
to the fore and a larger rate increase was therefore not necessary at this time.

It emerged at the meeting that, in view of circumstances, it would be necessary to tighten the monetary
stance still further. The Committee considered it especially important to prevent a wage-price spiral,
particularly in view of the strong demand pressures in the economy and how soon the round of next
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wage negotiations was due to begin. In the MPC's opinion, the outlook was therefore for further rate
hikes in order to ensure a better balanced economy and bring inflation back to target.

The following Committee members were in attendance:

Asgeir J6nsson, Governor and Chair of the Monetary Policy Committee
Rannveig Sigurdardottir, Deputy Governor for Monetary Policy
Gunnar Jakobsson, Deputy Governor for Financial Stability

Herdis Steingrimsdottir, Associate Professor, external member

Asgerdur Osk Pétursdottir, Assistant Professor, external member

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

Karen A. Vignisdéttir wrote the minutes.

The next Statement of the Monetary Policy Committee will be published on Wednesday 23 August 2023.
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SEDLABANKI [SLANDS

Vaxtaakvoroun PSN og Peningamal2023 | 1

BHM Rannveig Sigurdardattir
15. febrdar 2023 Varasedlabankastoéri peningastefnu

Hvad breyttist a milli funda peningastefnunefndar?

PEDO

Verdbolguhorfur Kjarasamningar & Gengi krénunnar Utlit fyrir meiri Adhald fjarlaga Raunvextir
versnudu og lengri vinnumarkadi fela i sér leekkadi framleidsluspennu minna pratt fyrir bankans leekkudu
tima tekur ad na téluvert meiri ad dragi ur
verdbolgu nidur i launahaekkanri en gert hallarekstri
markmid var rag fyrir rikissjéds
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Peningamal i hnotskurn

= &

Alpjédlegar Mikill voxtur Aframhaldandi Storfum heldur Verdbdlgu- Mikil dvissa um
efnahagshorfur einkaneyslu i hagvexti spad afram ad fjolga horfur versna efnahagshorfur
afram lakar pott fyrra og mesti en minnien i og vidvarandi vegna mikilla og hversu prélat

dAraciad hafi ir haoulvtiir furra ckartiir ar 4 latinahaakkana vardhAlaan
dregid hafi G hagvéxtur fyrra skorturerd launzhakkana verdbdlgan
svartsyni sidan 2007 vinnuafli og leegra gengis verdur

Alpjodleg efnahagsmal og ytri skilyrdi
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Alpjédlegar efnahagshorfur lakar og hravoruverd laekkar

e Hagvaxtarhorfur afram lakar (spad 0,6% hagvexti i ar) en bjartsyni um ad takist ad fordast almennan efnahagssamdratt
e Hravoruverd hefur laekkad afram — nema verd méalma sem hefur haekkad aftur nylega
* Oliu- og gasverd hefur einnig leekkad og er ordid laegra en fyrir innréasina i Ukrainu

Spar Peningamala um hagvoxt i helstu Alpjédlegt hravoruverd? Verd & oliu og jardgasi®
Vlﬁsklptalondum 2023 Jandar 2020 - jandar 2023 1. jan. 2019 - 3. februar 2023
Breyting fré fyrra ari (%) Visitala, jan. 2020 = 100 Visitala, jan. 2020 = 100 USD 4 tunnu EUR & megavattstund
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—Hravara an orkugiafa (v. 4s) ——Landbinadarvorur (v. 4s) —Verd 4 oliu 4 hei (v, 3
W Hagvoxtur sidustu 24r B Spar fyrir 2023 ) ) ) ) Verd 4 oliu & helmsmarkadi {v. &)
Malmar (v. 4s) —Aburdur (h. 4s) ——Verd 4 jardgasi i Evrdpu (h. 45)

1. Arstidarleidréttar tolur. Grunnspa Sedlabankans fyrir 4. arsfj. 2022 og 1. rsfj. 2023. 2. PMI-framleidsluvisitala IHS Markit fyrir framleidslu- og bjénustu (Composite Output Purchasing Managers' Index). Visitalan er birt manadarlega
og er rstidarleirétt. begar gildi visitlunnar er yfir 50 gefur bad visbendingu um véxt i framleidslu milli manada en samdrétt ef hin er undir 50.
Heimildir: Refinitiv Datastream, Sedlabanki [slands.

Haegari utflutningsvoxtur, vidskiptahalli og verri vidskiptakjor

« Utflutningur i fyrra drifinn afram af mikilli fidlgun ferdamanna samhlida auknu flugframbodi
e Vidsnuningur a vidskiptajofnudi endurspeglar minnkandi pjédhagslegan sparnad — sérstaklega hins opinbera en lika einkaadila
« Utflutningsverd (an sjavaraf.) gaf hratt eftir i fyrra og vidskiptakjor toku ad ryrna samhlida mikilli haekkun innflutningsverds

Utflutningur og framlag undirlida 2018- Vidskiptajofnudur 2018-20252 Vidskiptakjoér voru og pjénustu 2018-
2025! 20253
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| Innlent raunhagkerfi

Hagvoxtur meiri i fyrra en lakari horfur fram a vid

* Talid ad hagvoxtur hafi verid um 6,3% a F4 i fyrra og 7,1% 4 6llu sidasta ari — mesti hagvoxtur a einu arid sidan arid 2007 ...

* ... 0og meiri vOxtur en spdad var i névember (kroftugri einkaneysla og jakveedara framlag utanrikisvidskipta vega pyngst) ...

e ... en lakari horfur fram & vid (haegari voxtur einkaneyslu og 6hagstaedari utanrikisvidskipti en @ méti vegur meiri fjarfesting)

Hagvéxtur og framlag undirlida 2018-2025

Breyting fra fyrra dri (%)
8

6 ZaN

2018 2019 2020 2021 2022 2023 2024 2025

y Fjarmunamyndun
= Birgdabreytingar = Utanrikisvidskipti VLF

1. Grunnspa Sedlabankans 2023-2025. Brotalina synir spa PM 2022/4.
Heimildir: Hagstofa Islands, Sedlabanki Islands.
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Aframhaldandi fjdlgun starfa ...

* Samkveemt VMK fj6lgadi storfum um 2,7% milli fijérdunga a F4 i fyrra og 5,9% milli ara — skraningargogn segja somu s6gu
* Atvinnupdatttokuhlutfall og hlutfall starfandi hafa einnig haldid afram ad hakka og eru vel yfir pvi sem pau voru fyrir farsétt
e Atvinnuleysi var 3,7% ad medaltali & F4 skv. VMK og hefur litid breyst undanfarid pdtt skrdd atvinnuleysi minnki afram

Atvinna og vinnutimi! Atvinnupdtttaka og hlutfall starfandi? Atvinnuleysi og slaki & vinnumarkadi?
Jantar 2018 - desember 2022 Jantar 2018 - desember 2022 Januar 2018 - desember 2022
Visitala, 2019 = 100 % af mannfjélda 16-74 ara %
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===Fjéldi starfandi ===Medalvinnustundir ——Atvinnupatttaka ——Hlutfall starfandi i i ——Skrad ysi Slaki & vi
Launafolk alls
1. Launafélk t8lum dr 3 kra rikisskattstjéra en nnur gégn eru dr vinnumarkadskénnun Hagstofu fslands. Félk 4 aldrinum 16-74 4ra. briggja ménada hreyfanlegt medaltal arstidarleidréttra talna. 2. briggja ménada

hreyfanlegt medaltal 4rstidarleidréttra talna. Brotalinur syna mealt| drsins 2019. 3. Slaki & vinnumarkadi eru atvinnulausir, vinnulitlir (beir sem eru i hlutastarfi en vilja vinna meira) og méguleg vidbét & vinnumarkad (peir sem eru
tilbunir ad vinna en eru ekki ad leita ad vinnu og peir sem eru ad leita ad vinnu en eru ekki tilbanir hefja stérf innan tveggja vikna) sem hlutfall af mannafla ad viSbaettri mdgulegri visbot & vinnumarkadi. Skrad atvinnuleysi er &n félks 4
hlutabStum frs og med mars 2020. Priggja ménada hreyfanlegt medaltal 4rstidarleidréttra talna

Heimildir: Hagstofa [slands, Vinnumalastofnun, Sedlabanki fslands

... 0g vidvarandi skortur er a starfsfolki ...

e Alveg sidan vorid 2021 hefur um pridjungi fleiri fyrirtaeki aformad ad baeta vid sig starfsfolki en ad faekka pvi
* Meira en helmingur fyrirtaekja segist starfa vid full afkdst en NF-visitalan geeti bent til pess ad spenna hafi ndd hdmarki
* Meiri en helmingur fyrirtaekja segist einnig skorta starfsfolk ... sem er ad miklu leyti maett med innflutningi @ erlendu vinnuafli

Radningaraform fyrirtekja* Nyting framieidsiupatta? iviannfjoidi

1. 4rsf]. 2015 - 4. 4rsfj. 2022 1. arsfj. 2015 - 4. arsfj. 2022 1. 4rsfj. 2015 - 4. arsfj. 2022

Hiutfall fyrirtaekja (%) Hiutfall fyrirtaekja (%) Stadalfravik Breyting fré fyrra 4ri (%)
70 4 s
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2015 2016 2017 2018 2019 2020 2021 2022 2015 2016 2017 2018 2019 2020 2021 2022 2015 2016 2017 2018 2019 2020 2021 2022
s Fyrirteeki sem vilja feekka =—Fyrirtaeki vid hamarksframleidslugetu (v. as) = Feddir umfram litna wm ASfl. umfr. brottfl. - fsl

. Fyrirtaeki sem vilja fjdlga Fyri ¥ - " pale. e
—Fyrirteeki sem bia vid skort 4 starfsfolki (v. ds)
Hlutfall fyrirtaekja sem vilja fj6lga umfram feekka NE-visitalan (h. ds) Adfl. umfr. brottfl. - Erl. Mannfjsldi

1. ArstiBarleiBréttar tolur. 2. Maelikvardar fyrir nytingu framleidslupatta byggjast 4 vidhorfskénnun Gallup medal 400 stzerstu fyrirtaekja landsins. Visitala nytingar framlei@slubétta (NF-visitalan) er fyrsti frumpattur valinna visbendinga
um nytingu framleidslubétta sem er skaladur til svo medaltal hans er 0 og stadalfravik 1. ftarlegri Iysingu ma finna f rammagrein 3 { PM 2018/2. Arstidarlei6réttar tolur. Brotalinur syna medalts| fré 2006
Heimildir: Gallup, Hagstofa fslands, Sedlabanki islands.
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... en horfur @ meiri atvinnuleysi a@ spatimanum

* Atvinnuleysi var 3,8% i fyrra — eykst i 4% a0 medaltali i ar og er komid i 4,6% i lok spatimans (0,3 pr. meira en i PM 22/4)
* Dyrir kjarasamningar vega pungt en peir haegja 4 vinnuaflseftirspurn og framkalla slaka & vinnumarkadi pegar lidur & spatimann
e Heerri upphafsstada gerir pad hins vegar ad verkum ad framleidsluspenna lokast ekki fyrr en undir lok spatimans

Atvinnuleysi 2018-2025* Fravik atvinnuleysis fra NAIRU 2018- Framleidsluspenna 2018-2025*
2025!
% af mannafla Prosentur % af framleidslugetu
2,0 3
2
6 - 10
q — S
Spa PM / . SS2
e L0 2022/4 0 £
< 4 Spa PM
4 0,5 ~ 2021/4
/ \ ?
N
3 0,0
Spa PM ~ 3
2 2022/4 a8 4
5
1 -1,0
-
0 r v v v v - v v ) -5 - v v v v v - v \ &7
2018 2019 2020 2021 2022 2023 2024 2025 2018 2019 2020 2021 2022 2023 2024 2025 2018 2019 2020 2021 2022 2023 2024 2025
1. Grunnspé Sedlabankans 2023-2025. Brotalinur syna spa PM 2022/4. Atvinnuleysi midad vié vinnumarkadskénnun Hagstofu slands (VMK).
Heimildir: Hagstofa fslands, Sedlabanki [slands.

Verdbolga
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Mald og undirliggjandi verdbdlga er afram mikil

* Verdbdlga meeldist 9,9% i januar og jokst annan manudinn i réd um 0,3 pr. — hefur verid um 9%% undanfarid halft ar
* Verdbdlga an husnaedis jokst einnig og var 8,3% i januar (HICP verdbdlga hefur einnig farid vaxandi og var 7,2% i desember)
* Undirliggjandi verdbodlga maeldist 7% i jandar — ébreytt milli manada og hefur ekki verid meiri sidan i lok ars 2009

Verdbdlga & ymsa maelikvarda
Jantar 2019 - jandar 2023

12 ménada breyting (%)

Z v
o =

2 N7
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2 , ! ' :
2019 2020 2021 2022 2023
—VNV VNV én hisna3is I

Meeld og undirliggjandi verdbdlga®

Jantar 2019 - jandar 2023

12 ménada breyting (%)

2019 2020 2021 2022 2023

—VNV daltal i 4 undirl.

Bil heesta og l=gsta mats  undirliggjandi verdbolgu

1. Undirliggjandi ver8bdlga er maeld med kjarnavisitlu (4hrif ébeinna skatta, sveiflukenndra matvérulida, bensins, opinberrar pjénustu og raunvaxtakostnadar hisnaedislana eru undanskilin) og télfradilegum maelikvéraum (vegid

midgildi, klippt medaltal, kvikt pattalikan og sameiginlegur pattur visitélu neysluverds)
Heimildir: Hagstofa fslands, Sedlabanki fslands.

Husnaedislidur vegur pungt en annad haekkar lika ...

Undiriidir verdboigu®
Jantar 2019 - januar 2023

Framlag til drsverdbslgu (%)

2

0

2 T T T T
2019 2020 2021 2022 2023

. nnfluttar vérur Bensin = Hisnzedi Innlendar vérur

= Almenn pjénusta Adrir lidir —VNV

bétt haegt hafi & verdhaekkun husnaedis vegur hisnaedislidur VNV pungt i préun arsverdbdlgu — en vaegid fer minnkandi ...
... 0g vaegi annarra lida eykst: matvéruverd haekkadi um 10,8% milli ara i jandar og verd innlendrar voru og dagvoru um 10-11%
Einnig miklar haekkanir & verdi pjonustu: opinber pjonusta haekkadi um 7,5% milli ara i jantdar og almenn pjénusta um 6,6%

Verd a voru og pjonustu?
Jandiar 2020 - jantdar 2023

12 méanada breyting (%)

Vérur bj6nusta

UI\J ‘
fm \w/\ //\/

A

i
20 21 22 23 20 21 22
= Dagvara —F5t 0g skér

Husgogn og heimilisbanadur ===Almenn pjonusta

Opinber bjénusta

1. Innfluttar vérur én afengis, tébaks og bensins og innlendar vérur an blvoru og graenmetis. 2. Verd 4 fatnadi og skorn og hisgégnum og heimilisbinadi er priggja manada hreyfanlegt medaltal

Heimildir: Hagstofa [slands, Sedlabanki islands.
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og verdhakkanir na til e fleiri patta

* Mikil undirliggjandi verdbdlga og bad hvernig miklar verdhaekkanir na til & steerri hluta undirlida VNV syna ad undirliggjandi
verdbaolguprystingur er mikill — sést einnig vel a pvi hvernig sveiflur i verdbdlgu hafa aukist i takt vid aukna fylgni milli sveifina i
undirlidum visitélunnar frekar en aukinn breytileika i undirlidunum sjalfum

Umfang verdhaekkana! Breytileiki verdbolgu?
Jantar 2019 - jandar 2023 Mars 2007 - jantar 2023
Hlutfall undirlida (%) Breytileiki
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B Minnaen2,5% m2,5-4% m4-6% WMeliraen 6% ' Framlag breytileika undirlida Framlag samdreifni milli undirlida

—Heildarbreytileiki verdbolgu

1. Hiutfall undirlida VNV flokkad eftir drshaekkun beirra. 2. Heildarbreytileiki verdbslgu (12-ménada lég-breyting vegins medaltals VNV) dt fré 159 undirlidum visitslunnar og framlag breytileika einstaka undirlida og samdreifni peirra
Vigtirnar eru medaltal Gtgjaldavoga i manudi t og manudi t-12. Notast er vid 5-ara hreyfanlega glugga
Heimildir: Hagstofa fslands, Sedlabanki fslands.

Gengi kronu gefur eftir og laun hakka mikid

* Gengi ISK er 6% laegra en fyrir ari og hefur ekki verid svo lagt sidan i febriar 2021
* pott haegt hafi nokkud @ drshaekkun hisnaedisverds er hun enn mikil og vid baetast miklar launahaekkanir
* Kjarasamningar fela i sér mun meiri launahakkanir en gert var rad fyrir i PM 22/4 — en eru néleegt fraviksdeemi PM 22/4

Gengi krénunnart Laun og husnzdisverd? Uppsafnadar launahaekkanir 2022-2023
2. jandar 2018 - 3. febraar 2023 Jandar 2018 - desember 2022
Visitala Breyting fra fyrra ari (%) %
15 25
210 10 H ’
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2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 Laun & vii L a
framleidda einingu
——Vidskiptavegin gengisvisitala —_— i g ]
mPM2023/1 mPM2022/4 PM 2022/4 fraviksdaemi
1. Verd erlendra gjaldmidla i krénum (bréng vidskiptavog). 2. Visitala grunnlauna maelir breytingar dag 1a fyrir vinnutima en launavisitala baetir vi 4lags-, bonus- og vaktagreidslum. Hisnaedisverd &

hefudborgarsvadinu
Heimildir: Hagstofa fslands, Hisnaedis- og mannvirkjastofnun, bjédskra fslands, Sedlabanki fslands.
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Umsamin launahakkun segir ekki alla soguna

e Launaskrid er illa skilgreint hugtak en hér skilgreint sem allar adrar haekkanir en umsamdar hakkanir i kjarasamningum
* Vid umsamdar haekkanir baetist launaskrid

* Launaskrid minnkadi i kjéIfar COVID-19 en hefur aukist sidan og hefur verid a bilinu 0,2-0,3% milli mdnada undanfarid ar

Azetlad launaskrid 4 almennum vinnumarkadi!
Febraar 2019 - oktober 2022

Breyting milli ménada (%)

Hvad beetir launaskrid miklu vid arshaekkun launa? o

Mdnadarbreyting (%) Arsbreyting (%) 04
0,1 1,2
03
02 24
0,3 3,7 02
0,4 4,9
0,1
0,5 6,2
0,0 -
2020 2021 2022

1. Myndin synir breytingu milli ménada f visitélu grunnlauna par sem manugir med umsémdum haekkunum & timabilinu hafa verid teknir Gt. Brotalina synir breytingu milli manada en heil lina synir 3 ménada hreyfanlegt medaltal peirra talna.

Heimildir: Hagstofa [slands, Sedlabanki fslands.

Alpjodleg verdbdlga einnig mikil en samsetning dlik

* Verdbdlga vida tekin ad hjadna i takt vid laekkun orkuverds — pétt undirliggjandi verdbdlga maelist enn mikil og jafnvel vaxandi
* Verdbdlga hefur minnkad haegar hér a landi en i helstu vidskiptalondum sem endurspeglar dlika undirliggjandi krafta ...
¢ ... haekkun matvaela- og orkuverds vegur minna i aukningu verdbdlgu hér a landi en i flestum 68rum idnrikjum

Alpjodleg verdbdlga Alpjodleg kjarnaverdbdlga®
Jantar 2019 - januar 2023
12 manada breyting (%) 12 manada breyting (%)
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—Bandarikin ——Evrusvaedid ——Bretland ——Vidskiptalond [slands —island W Lok ars 2021 2
® Aukning @ drinu 2022
Nyjast

1. Visitala neysluverds (VNV) 4n matvaela- og orkuverds. | Noregi er orkuverd og skattabreytingar undanskildar en i Svibjéd er mi&a vid VNV &n vaxtashrifa, orkuverds og verds & sunnum matvzelum. Vidskiptavegin medalverdbdlga i
helstu vidskiptalsndum

Heimildir: Hagstofa fslands, Refinitive Datastream, Riksbank, Sedlabanki fslands.
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Verdbdlguvantingar afram vel yfir markmidi

* Markadsadilar vaenta pess ad verdbdlga verdi komin i 4% eftir 2 &r en heimili og fyrirtaeki eru svartsynni og stor hluti peirra
vaentir verdbdlgu yfir 5% a naestu 5 arum ... markadsadilar eru hins vegar bjartsynni a langtimaverdbdlguhorfur
* Ventingar markadsadila og 5/5-ara verdbdlgualag leekka fra ndvember: alagid nu 3,6% en var 3,9% ad medaltali i névember

Verdbdlguvaentingar til tveggja ara* Langtimaverdbdlguvaentingar & markadi? Hlutfall heimila og fyrirtaekja sem vaentir
1. arsfj. 2018 - 1. &rsfj. 2023 ver5b0'|gu yfll’ 5% naestu 5 a’r
% Verdbolguvaentingar markadsadila (%) Hlutfall (%)
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Verdbslgumarkmid

6l ver8bolgualags & skuldabréfamarkadi. 2. Midgildi ve

Horfur @ meiri og pralatari verdbdlgu en adur spad

* Verdbdlga 9,4% a F4 eins og spad i PM 22/4 en horfur versna fra fyrri spa — endurspeglar mun meiri haekkun launakostnadar, laegra
gengi ISK og meiri framleidsluspennu en gert var rad fyrir i névember ... verdur 9,5% 4 F1 (1 pr. meiri en i PM 22/4) og 5,8% i lok drs
(1,4 pr. meiri en spad i PM 22/4) og fer ekki undir 4% fyrr en lok &rs 2024 (naestum ari seinna en i PM 22/4)

Verdbdlguspa og dvissumat
1. arsfj. 2018 - 1. arsfj. 2026

Breyting frafyrraanis) Arsmedaltol Arslok (4. arsfj.)

11
10
9 2022 2022
8
72
G 2023 @ 2023
5 Spa PM
4 2022/4 2024 @ 2024
3 /\/\
Y e ~
2025 2025
il
0 T T T T T T T T
2018 2019 2020 2021 2022 2023 2024 2025 2026
«==PM 2023/1 ==PM 2022/4 ===Verdbolgumarkmid == 50% likindabil == 75% likindabil 90% likindabil
lir: Hagstofa Islands, Sedlabanki Islands
| |
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Midlun peningastefnunnar

Raunvextir Sedlabankans og adrir markadsvextir

¢ Raunvextir Sedlabankans laekka milli funda ...
e ...en toluvert hakkun fra fyrri hluta sidasta ars
e Adrir raunvextir haekkad litillega

Raunvextir Sedlabankans i kjolfar vaxtadkvardana Raunvextir Sedlabanka fslands og raunvextir & markadi®
peningastefnunefndar! 1. 4rsfj. 2013 - 1. 4rsfj. 2023
27. jandar 2010 - 8. februar 2023
% %
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~——Raunvextir éverdtryggdra skuldabréfa®
Vextir vertryggdra skuldabréfa®

~——Raunvextir m.v. télf mdnada verdbdlgu

ir m.v. mi i mali 4 verdbolgu og

Vextir verdtryggdra husnadislana®

1. Fram til 21. mai 2014 er midad vid medaltal innlansvaxta og hdmarksvaxta 4 innstaedubréfum med 28 daga binditima sem meginvexti bankans en vexti 7 daga bundinna innléna fra

rdtryggora ina med

voxtum®

im tima. 2. Fram til febrdar 2012 er midad vid 12 manada

verdbolgu, verdbolguvaentingar fyrirtaekja til eins rs, verdbdlguvaentingar heimila til eins ars, verdbolgualag 4 fiarmalamarkadi til eins &rs og spa Sedlabankans um arsverdbolgu eftir fiéra arsfiérdunga. Fra mars 2012 er einnig midad vio
verdbolguvaentingar markadsadila til eins ars samkvaemt arsfiérdungslegri ksnnun Sedlabankans. 3. Gogn til og med 14. febrdar. 5 dra vextir t fré metnum nafn- og raunvaxtaferlum. 4. Einfalt medaltal laegstu Utlanavaxta briggja staerstu

vidskiptabankanna. Vextir verStryggdra hisnzedislana eru fastir fra 5 rum og allt upp i allan lanstimann.
Heimildir: Gallup, Hagstofa fslands, Sedlabanki fslands.
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Midlun peningastefnunnar

Vextir nyrra dverdtryggdra lana til heimila haekkad afram
Vextir nyrra éverdtryggdra lana til fyrirtaekja einnig

Meginvextir og vextir dverdtryggdra Gtléna til heimila® Meginvextir og vextir nyrra éverdtryggdra utlana til
Janudar 2015 - desember 2022 atvinnufyrirtekja2

Jandar 2015 - desember 2022
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—Husnaedislan  —Neyslulan Onnur lan Meginvextir —Ny atlan til fyrirtaekja Meginvextir Sedlabankans
1. Vegnir medalvextir nyrra éverdtryggdra utlana stéru vidskiptabankanna priggja midad vid fiarheed utlana. 2. Vegnir medalvextir 4 nyjum éverdtryggdum atlanum stéru vidskiptabankanna priggja med breytilegum véxtum midad vid
fiarhaed utlana
Heimild: Sedlabanki fslands.

Utlan til heimila og fyrirtaekja

* Adeins hefur haegt & vexti utlana til heimila og nam arsvoxturinn 9,2% i desember

» Utlan til atvinnufyrirtaekja toku vid sér & sidasta ari - arsvoxturinn 13% ad nafnvirdi i desember

Utlan til flestra atvinnugreina aukist en synu mest til pjonustu- og byggingafyrirtaekja

Veegi Utlana fagfjarfestasjéda og utgafa markadsskuldabréfa i Utldnavexti til atvinnufyrirtaekja minnkad medfram aukningu Utlana lanakerfisins

Utlan lanakerfis til heimilat Utlén lanakerfis til atvinnufyrirtaekja? Utlén til atvinnufyrirtaekja
Jantar 2017 - desember 2022 Jandar 2017 - desember 2022 Jantar 2017 - desember 2022
Breyting fra fyrra 4ri (%) Breyting fra fyrra ari (%) Breyting fré fyrra ari (%)
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= (bl - - Fiskveidar og idnadur m— Byggingageiri - inakerfi = Markadsskuldabréf
. L Verslun ' Samgdngur og flutningar
ABnE Utldnastom —jdnusta e Fagfjarfestasjodir Samtals
Utldnastofn Utldnastofn 4 fostu gengi'
1. Leidrétt fyrir endurf g jo 2. Stofn dtléna f erlendum gjaldmisli er reiknadur midad vié visitélu medalgengis i nyjasta manuginum.
Heimild: Sedlabanki slands.
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Samsetning ibudalana

Tegund fasteignalanatil neytenda? Tegund nyrra fasteignalanatil neytenda?
Jantar 2020 - desember 2022 Jandar 2020 - desember 2022
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W Ver0tryggt og breytilegir vextir M Verdtryggt og fastir vextir m Verdtryggt og breytilegir vextir  m Verdtryggt og fastir vextir
Overdtryggt og breytilegir vextir W Gverdtryggt og fastir vextir Overdtryggt og breytilegir vextir M Overdtryggt og fastir vextir
1. Hlutfallsleg skipting fasteignalana KMB og HMS til neytenda eftir tegundum. Fra agust 2020 né tolur einnig til staerstu lifeyrissjoda. Bradabirgdagdgn fyrir timabilid agast 2022 — desember 2022
Heimild: Sedlabanki Islands.

Takk fyrir
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SEDLABANKI [SLANDS

Peningastefnan og efnahagshorfur

Lanasjodur sveitarfélaga Rannveig Sigurdardottir
9. mars 2023 Varasedlabankastjori peningastefnu

Hvad breyttist a milli funda peningastefnunefndar?

OO0

Verdbolguhorfur Kjarasamningar & Gengi kronunnar Utlit fyrir meiri Adhald fjarlaga Raunvextir
versnudu og lengri vinnumarkagi fela i sér laekkadi framleidsluspennu minna pratt fyrir bankans leekkudu
tima tekur ad na téluvert meiri ad dragi ur
verdbolgu nidur i launahaekkanir en gert hallarekstri
markmid var rag fyrir rikissjéds

Monetary Policy Committee Report to Parliament 50



Alpjodlegar efnahagshorfur lakar og hravoruverd leekkar

e Hagvaxtarhorfur afram lakar (spad 0,6% hagvexti i r) en bjartsyni um ad takist ad fordast almennan efnahagssamdratt

e Hravoruverd hefur laekkad afram — nema verd malma sem hefur haekkad aftur nylega
+ Oliu- og gasverd hefur einnig leekkad og er ordid laegra en fyrir innrasina i Ukrainu

Spar Peningamaia um hagvoxt i heistu

Aipjodiegt hravoruvers*

vidskiptalondum 2023 Jantar 2020 - febriar 2023
Breyting fra fyrra ari (%) Visitala, jandar 2020 = 100
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o jan.20 jal.20 jan.21 Jl.21 jan.22 jal.22 jan.23
2021 2022 PM PM  PM  PM  PM
22/1 22/2 22/3 22/4 23/1 ——Hravara an orkugjafa (v. 4s) ——Landbunadarafurdir (v. ds)

Malmar (v. & — AbursUT(h s
W Hagvoxtur sidustu 2 4r Spar fyrir 2023 dlmar (v. ds) urdur (h. ds)

1.Landbunadarafurdir skiptast i matvaeli (62%
Heimildir: Albjédabankinn. Refinitiv Datastream
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%), drykkjarvérur (13%) og hraefni (25%). 2. Skyggda svaedid synir timabilid fra upphafi stridsétaka i Ukrainu

Verd a oiiu og jardgasi?
1. jantar 2019 - 3. mars 2023

Alpjédleg efnahagsmal og ytri skilyrdi

USD & tunnu EUR & megavattstund
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120 420
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=—Ver8 4 oliu & heimsmarkadi (v. as)
——Verd d jardgasi i Evropu (h. as)
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% Innlent raunhagkerfi

6,4% hagvoxtur 2022 - breytt utanrikisvidskipti

* Hagvoxtur meeldist 6,4% i fyrra en spdd var 7,1% vexti i febrdar

* Ppjodarutgjold jukust meira en gert var rad fyrir — einkum fjarfesting

* Framlag utanrikisvidskipta var 6hagstaedara ... sokum breyttrar adferdafraedi med hugverk sem hafdi ahrif a baedi
pjonustuutflutning og -innflutning ... auk pess sem almennur véruinnflutningur var endurskodadur upp 4 vié

Hagvéxtur og framlag undirlida* pj68hagsreikningar 2022
1. 4rsfj. 2019 - 4. arsfj. 2022
Breyting fra fyrra 4ri (%) Breyting fra fyrra ari (%)
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-15
1.fj. 2019 4.f}. 2019 3.fj. 2020 2.fj. 2021 1.fj. 2022 4.1}, 2022 Einka- sam- Fjarfesting  bjédar- Utflutn-  Innflutn- VLF
3 _ neysla neysla alls atgjeld ingur ingur
= — Fjar —
mmm Utanrikisvidskipti VLF PM 2023/1
M Hagstofa fslands PM 2023/1
1. Fravik geta verid 4 milli samt8lu framlags undirlida og hagvaxtar vegna kedjutengingar pjédhagsreikninga.
Heimildir: Hagstofa fslands, Sedlabanki fslands.
] |
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Aframhaldandi fjélgun starfa ...

* Samkvaemt VMK fjolgadi storfum um 2,7% milli fjéréunga 4 Q4 i fyrra og 5,9% milli dra — skraningargdgn segja sému sogu
e Atvinnupatttokuhlutfall og hlutfall starfandi hafa einnig haldid afram ad hakka og eru vel yfir pvi sem pau voru fyrir farséttina
* Atvinnuleysi var 3,7% ad medaltali & Q4 skv. VMK og hefur litid breyst undanfarid pétt skrad atvinnuleysi minnki afram

Atvinna og vinnutimi® Atvinnupétttaka og hlutfall starfandi? Atvinnuleysi og slaki @ vinnumarkadi®
Jandar 2018 - jandiar 2023 Januar 2018 - jandar 2023 Jandar 2018 - jandar 2023
Visitala, 2019 = 100 % af mannfjolda 16-74 ara %
82 18
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2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023
—Fjoldi starfandi ~=—Medalvinnustundir ——Atvinnupdtttaka =—Hlutfall starfandi ysi ==skrad atvinnuleysi Slaki a
Launafélk

1. Launafélk samkvaemt télum dr stadgreidsluskra rikisskattstjora en Snnur gogn eru ur vinnumarkadsknnun Hagstofu [slands. Folk & aldrinum 16-74 ara. Priggja ménada hreyfanlegt medaltal arstidarleidréttra talna. 2. Priggja manada
hreyfanlegt medaltal arstidarleidréttra talna. Brotalinur syna medaltél arsins 2019. 3. Slaki @ vinnumarkadi eru atvinnulausir, vinnulitlir (beir sem eru i hlutastarfi en vilja vinna meira) og méguleg vidbot a vinnumarkad (peir sem eru
tilbanir ad vinna en eru ekki ad leita ad vinnu og peir sem eru ad leita ad vinnu en eru ekki tilbanir hefja storf innan tveggja vikna) sem hlutfall af mannafla ad vidbaettri mégulegri vidbot & vinnumarkadi. Skrad atvinnuleysi er an folks 4
hlutab6tum fra og med mars 2020. briggja manada hreyfanlegt medaltal arstidarleidréttra talna

Heimildir: Hagstofa fslands, Vinnumalastofnun, Sedlabanki {slands.

... 0g vidvarandi skortur er a starfsfolki ...

e Alveg sidan vorid 2021 hefur um pridjungi fleiri fyrirteeki 4formad ad baeta vid sig starfsfélki en ad faekka
¢ Meira en helmingur fyrirtaekja segist starfa vid full afkdst en NF-visitalan gaeti bent til pess ad spenna hafi ndd hamarki
¢ Meiri en helmingur fyrirtakja segist einnig skorta starfsfolk ... sem er ad miklu leyti maett med innflutningi a erlendu vinnuafli

Radningaraform fyrirtaekja* Nyting framleidslupatta? Mannfjoldi
1. 4rsfj. 2015 - 4. 4rsfj. 2022 1. arsfj. 2015 - 4. arsfj. 2022 1. arsfj. 2015 - 4. arsfj. 2022
Hiutfall fyrirtaekja (%) Hiutfall fyrirtaekja (%) Stadalfravik Breyting fré fyrra ari (%)
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40 = 0,5
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2015 2016 2017 2018 2019 2020 2021 2022 2015 2016 2017 2018 2019 2020 2021 2022 2015 2016 2017 2018 2019 2020 2021 2022
vl foekls =—Fyrirtaeki vid hamarksframleidslugetu (v. ds) mmFaeddic umfram ldtna  mASL. umfr. brottfl. - sl

. Fyrirtaeki sem vilja fjolga

«==Fyrirtaeki sem bua vid skort a starfsfolki (v. ds)
Hlutfall fyrirtaekja sem vilja fijélga umfram faekka

Adfl. umfr. brottfl. - Erl. Mannfoldi
NF-visitalan (h. ds)

1. ArstiBarleidréttar tlur. 2. Maelikvardar fyrir nytingu framleidslubatta byggjast 4 vidhorfskénnun Gallup medal 400 stzerstu fyrirtaekja landsins. Visitala nytingar framleidslubétta (NF-visitalan) er fyrsti frumpattur valinna visbendinga
um nytingu framleidslupatta sem er skaladur til svo medaltal hans er 0 og stadalfrévik 1. itarlegri Ijsingu ma finna  rammagrein 3 | PM 2018/2. Arstidarleidréttar tslur. Brotalinur syna medaltd| fré 2006.
Heimildir: Gallup, Hagstofa fslands, Sedlabanki islands
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... en horfur @ meiri atvinnuleysi a spatimanum

e Atvinnuleysivar 3,8% i fyrra — eykst i 4% ad medaltali i &r og er komid i 4,6% i lok spatimans (0,3 pr. meira en i PM 22/4)
* Dyrir kjarasamningar vega pungt en peir haegja a vinnuaflseftirspurn og framkalla slaka & vinnumarkadi pegar lidur & spatimann
¢ Heerri upphafsstada gerir pad hins vegar ad verkum ad framleidsluspenna lokast ekki fyrr en undir lok spatimans

Atvinnuleysi 2018-2025* Fravik atvinnuleysis fra NAIRU 2018- Framleidsluspenna 2018-2025*
2025!
% af mannafla Prosentur % af framleidslugetu
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R 2022/4 a5 a
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2018 2019 2020 2021 2022 2023 2024 2025 2018 2019 2020 2021 2022 2023 2024 2025 2018 2019 2020 2021 2022 2023 2024 2025
1. Grunnspa Sedlabankans 2023-2025. Brotalinur syna spa PM 2022/4. Atvinnuleysi midad vid vinnumarkadskonnun Hagstofu fslands (VMK)
Heimildir: Hagstofa fslands, Sedlabanki fslands.

Verdbolga
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Mald og undirliggjandi verdbdlga er afram mikil

e Verdbdlga jokst pridja manudinn i rod i febrdar, um 1,39 pr. og maeldist 10,2%

e Verdbdlga an husnaedis jokst um 1,81% milli ménada i februar og var 8,9% (HICP verdbdlga hefur einnig farid vaxandi og var
8,1% i januar)

Undirliggjandi verdbdlga stdd i stad i januar en jokst aftur i febrdar og maeldist ba 7,2%

Verdbolga & ymsa maelikvardal
Jandar 2019 - febrdar 2023

Mzeld og undirliggjandi verdbdlga®

Januar 2015 - februar 2023

12 manada breyting (%) 12 ménada breyting (%)
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jan19 19 jan.20  jal20  jan.21  jal21  jan.22  jd.22  jan.23 2015 2016 2017 2018 2019 200 2021 202 2023
—VNV  ===VNV an hiusnaedis L kmid —VNV Ital aundirl. bol,

g
Bil hasta og laegsta mats & undirliggjandi verdbélgu

1. Undirliggjandi verdbdlga er mzeld med kjarnavisitélu (hrif 6beinna skatta, sveiflukenndra matvérulida, bensins, opinberrar pjénustu og raunvaxtakostnadar hisnaedislana eru undanskilin) og télfradilegum maelikvéraum (vegid
midgildi, klippt medaltal, kvikt pattalikan og sameiginlegur battur visitélu neysluverds)

Heimildir: Hagstofa islands, Sedlabanki islands.

Husnaedislidur vegur pungt en annad haekkar lika ...

* Pott haegt hafi @ ver6haekkun husnadis vegur husnaedislidur VNV pungt i préun arsverdbdlgu — en vaegid fer minnkandi ...
e ... ogvaegiannarra lida eykst: matvoruverd haekkadi um 2% milli manada annan manudinn i rod og dreifdust haekkanir nokkud
jafnt @ undirflokka 6likt pvi sem var i jandar og verd innlendrar voru og dagvoru haekkadi um taeplega 12% milli ara
Einnig miklar haekkanir a verdi pjonustu: opinber pjonusta haekkadi um 7,3% milli ara i febrdar og almenn pjénusta um 7,6%
Undirligir verdbolgu!

Jantar 2019 - febriar 2023

Verd & véru og pjonustu?
Jandar 2019 - febrdar 2023

Framlag til drsverdbslgu (%)

12 i 12 ménada breyting (%)

11 Vérur bjénusta
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el 2019 2020 2021 2022 2023 2019 2020 2021 2022
jan.19  jil.19  jan.20  jal.20  jan.21  jul.21  jan.22  jal.22  jan.23

=——Dagvara ~——FGt og skér (3 man.medaltal)
' Innfluttar vérur Bensin . Husnadi Innlendar vérur Husgdgn og heimilisbunadur (3 man.medaltal) = Almenn pjénusta
mm Almenn bjonusta  mem Arir lidir — VNV Opinber pjénusta
1. Innfluttar vérur én dfengis, tébaks og bensins og innlendar vérur én blvéru og graenmetis. 2. Verd & fatnadi og skom og hisgégnum og heimilisbinadi er priggja manada hreyfanlegt medaltal
Heimildir: Hagstofa islands, Sedlabanki islands.
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og verdhakkanir na til e fleiri patta

* Mikil undirliggjandi verdbdlga og pad hvernig miklar verdhaekkanir na til & staerri hluta undirlida VNV syna ad undirliggjandi
verdbolguprystingur er mikill — sést einnig vel & pvi hvernig sveiflur i verdbdlgu hafa aukist i takt vid aukna fylgni milli sveifina i
undirlidum visitélunnar frekar en aukinn breytileika i undirlidunum sjalfum

Dreifing verdhaekkana® Breytileiki verdbdlgu?t
Jantar 2019 - febrtiar 2023 Mars 2007 - febraar 2023
Vegin hlutdeild drshaekkana undirflokka VNV Breytileiki
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Framlag samdreifni milli undirlida
mmm Framlag breytileika undirlida

® Minna en 2,5% m2,55% 5-10% W Meira en 10%

——Heildarbreytileiki verdbslgu

1. Hlutfall undirlia VNV flokkad eftir drshaekkun beirra. 2. Heildarbreytileiki ver8bélgu (12-ménada I6g-breyting vegins medaltals VNV) Gt fré 159 undirlidum visitslunnar og framlég breytileika einstaka undirlida og samdreifni peirra
Vigtirnar eru medaltal Gtgjaldavoga i manudi t og manudi t-12. Notast er vid 5-dra hreyfanlega glugga.
Heimildir: Hagstofa fslands, Sedlabanki islands

Gengi kréonu gefur eftir og laun haekka mikid

* Gengi ISK var taeplega 1% laegra i geaer en fyrir ari (var 6% laegra a febrdarfundi PSN)
¢ Ppott haegt hafi nokkud a drshaekkun husnaedisverds er hun enn mikil og vid baetast miklar launahakkanir
* Kjarasamningar fela i sér mun meiri launahakkanir en gert var rad fyrir i PM 22/4 — en eru nélaegt fraviksdeemi PM 22/4

Gengi krénunnar?! Laun og husnadisverd? Uppsafnadar launahaekkanir 2022-2023
2. jantar 2015 - 3. mars 2023 Januar 2018 - januar 2023
Visitala Breyting fra fyrra ari (%) %
2, 12 25
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140 ! ! ! : . ! . 0« - - - . -
2015 2016 2017 2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023 Laun & vinnustund Launakostnadur &
framleidda einingu
—Vidskiptavegin gengisvisitala p— isit isital Gsnaedisverd

mPM2023/1 mPM2022/4 PM 2022/4 fraviksdemi

1. Verd erlendra gjaldmiéla { krénum (bréng vidskiptavog). 2. Visitala grunnlauna mzlir breytingar dagvinnulauna fyrir umsaminn vinnutima en launavisitala beetir vig élags-, bénus- og vaktagreidslum. Husnzedisverd &
héfudborgarsvaedinu.
Heimildir: Hagstofa fslands, Hisnaedis- og mannvirkjastofnun, Pj6dskré fslands, Sedlabanki fslands
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Alpjodleg verdbdlga einnig mikil en samsetning dlik

* Verdbdlga vida tekin ad hjadna i takt vid leekkun orkuverds — pétt undirliggjandi verdbdlga maelist enn mikil og jafnvel vaxandi
* Verdbdlga hefur minnkad haegar hér a landi en i helstu vidskiptalondum sem endurspeglar dlika undirliggjandi krafta ...
¢ ... h&kkun matvaela- og orkuverds vegur minna i aukningu verdbdlgu hér a landi en i flestum 68rum idnrikjum

Alpjédleg verdbolga Kjarnaverdbdlga a islandi og i helstu vidskiptalondum?
Jantar 2018 - februar 2023
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Heimildir: Refinitiv Datastream, Sedlabanki [slands.
1. Visitala neysluverds (VNV) 4n matvzela- og orkuverds. | Noregi er orkuverd og skattabreytingar undanskildar en  Svibjéd er midad vid VNV &n vaxtaahrifa, orkuverds og verds 4 6unnum matvaelum. Vidskiptavegin medalverdbdlga i
hels 5ndum
Heimildir: Hagstofa islands, Refinitive Datastream, Riksbank, Sedlabanki islands

Verdbadlguveentingar afram vel yfir markmidi

¢ Markadsadilar vaenta pess ad verdbodlga verdi komin i 4% eftir 2 ar en heimili og fyrirtaeki eru svartsynni og stér hluti peirra
vaentir verdbolgu yfir 5% a naestu 5 arum ... markadsadilar eru hins vegar bjartsynni a langtimaverdbdlguhorfur
¢ Veaentingar markadsadila og fimm ara verdbdlgualag eftir fimm ar laekka fra névember: alagid nu 3,6% en var 3,9% ad medaltali

névember
Verdbélguvaentingar til tveggja ara* Langtimaverdbdlguvaentingar 4 markadi? Hlutfall heimila og fyrirtaekja sem vaentir
AR L T O verdbolgu yfir 5% naestu 5 ar
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Horfur & meiri og pralatari verdbolgu en adur spad

* Verdbodlga 9,4% a F4 eins og spad i PM 22/4 en horfur versna fra fyrri spa — endurspeglar mun meiri haekkun launakostnadar, laegra
gengi ISK og meiri framleidsluspennu en gert var rad fyrir i ndvember ... verdur 9,5% a F1 (1 pr. meiri en i PM 22/4) og 5,8% i lok &rs
(1,4 pr. meiri en spad i PM 22/4) og fer ekki undir 4% fyrr en lok ars 2024 (naestum ari seinna en i PM 22/4)

Verdbolguspa og dvissumat
1. arsfj. 2018 - 1. arsfj. 2026
Breyting fré fyrra ari (%)

1 Arsmedaltol Arslok (4. arsfj.)
10

9 2022 2022
8

7

5 spaPM___

4 R022 2024 @ 2024
3 /\/‘\

2 -_— N — 2025 A 2025 @
1 \ 4 W
0 r T T T T T T T T

2018 2019 2020 2021 2022 2023 2024 2025 2026
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Midlun peningastefnunnar
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Raunvextir Sedlabankans og adrir markadsvextir

* Raunvextir Sedlabankans h6fdu laekkad milli funda PSN ...
 ...en hakkad toluvert fra fyrri hluta sidasta ars
e Adrir raunvextir einnig haekkad litillega

Raunvextir Sedlabankans i kjolfar vaxtadkvardana Raunvextir Sedlabankans og raunvextir & markadi?
peningastefnunefndarl 1. érsfj. 2013 - 1. 4rsfj. 2023
27. jantar 2010 - 8. febraar 2023
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Vextir verdtryggdra husnaedislana®
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binditima s

m tima. 2. Fram til febriar 2012 er midad vid 12

Fra mars 2012
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a ars einnig midad

15. 3. G 4. Einfalt Ital laegstu Gtlanavaxta priggja st

v tabankanna. Vextir verdt:
Heimildir: Gallup, Hagstofa fslai

Midlun peningastefnunnar

* Vextir nyrra dverdtryggdra lana til heimila haekkad afram
* Vextir nyrra éverdtryggdra lana til fyrirtaekja einnig

Meginvextir og vextir Gverdtryggdra utiana tii heimiiat Meginvextir og vextir 6verdtryggdra utiana tii
Jandar 2015 - jandar 2023 atvinnufyrirtakjaZ
Januar 2015 - jandar 2023
% %
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——Husnadislén ——Neyslulan Onnur lan Meginvextir Sedlabankans —Ny utlén til fyrirtaekja Meginvextir Sedlabankans

1. Vegnir medalvextir nyrra Gver6tryggra Utlana stéru vidskiptabankanna priggja midad vid fjarhaed dtléna. 2. Vegnir medalvextir 4 nyjum 6verdtryggdum Gtldnum storu vidskiptabankanna briggja med breytilegum véxtum migad vio
fiarhaa Gtlana,
Heimild: Sedlabanki islands
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Utlan til heimila og fyrirtaekja

 Arsvoxtur Gtlana til heimila taeplega 10% i jantar — svipadur voxtur og verid hefur undanfarin misseri

« Utlan til atvinnufyrirtaekja toku vid sér & sidasta ari - arsvoxturinn taeplega 15% ad nafnvirdi i jantar

« Utlan til flestra atvinnugreina aukist en synu mest til pjénustu- og byggingafyrirtaekja

* Vaegi Gtldna fagfjarfestasjéda og utgdfa markadsskuldabréfa i Utlanavexti til atvinnufyrirtaekja minnkad medfram aukningu utlana lanakerfisins

Utlén lanakerfis til heimila* Utlan lanakerfis til atvinnufyrirtaekja Utlan til atvinnufyrirtaekja

Januar 2017 - januar 2023 Jantar 2017 - jandar 2023 Januar 2017 - jandar 2023
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., Verslun == Samgdngur og flutningar - -
Adrir Utlanastofn S —Annad Fagfjarfestasjodir Samtals
Utlanastofn Utlanastofn a fostu gengi®

1. Leidrétt fyrir og 6 2. Stofn Gtldna i erlendum gjaldmidli er reiknadur midad vid visitélu medalgengis f nyjasta manudinum.
Heimild: Sedlabanki [slands.

Samsetning ibudalana

Tegund fasteignalanatil neytenda?® Tegund nyrra fasteignalanatil neytenda®
Jantar 2020 - desember 2022 Januar 2020 - desember 2022
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W Verdtryggt og breytilegir vextir  m Verdtryggt og fastir vextir m Verdtryggt og breytilegir vextir m VerBtryggt og fastir vextir

Overdtryggt og breytilegir vextir M Overdtryggt og fastir vextir Overdtryggt og breytilegir vextir W Overdtryggt og fastir vextir

1. Hlutfallsleg skipting fastel
Heimild: Sedlabanki fslands

naldna KMB og HMS til neytenda eftir tegundum. Fra 4guist 2020 na tolur einnig til staerstu lifeyrissjéda. Bradabirgdagogn fyrir timabilid dgust 2022 — dese
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SEDLABANKI [SLANDS

Gullnama eda fataektargildra?

Asgeir Jénsson Radstefna um pjodhagslegt mikilvaegi ferdapjonustu
Sedlabankastjori 22. mars 2023

Snarpur vidsnuningur i ferdapjonustu eftir
faraldurinn

Fjoldi ferdamanna i milljénum
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Krénan er nu verdl6gd i samraemi vid
langtimamedaltal

Gengi kronu gagnvart evru
1. jan. 2010 - 10. mars 2023

Raungengi
ISK/EUR 1. drsfj. 1984 - 4. drsfj. 2022
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Pjonustuafgangurinn greidir fyrir hallann a
voruskiptunum
Voru- og pjonustujofnudur 1980-2022
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Ekki gleyma pvi ad vidskiptaafgangur endurspeglar
einnig sparnad i efnahagslifinu ...

Einkaneysla sem hlutfall af vergri landsframleidslu 1980-2022

% af VLF
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Velsald aukist a3 sama tima og vidvarandi halli vid
utlond lokast — neyslan ekki tekin ad lani

Kaupmattur radstofunartekna 1988-2022
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Pjodhagslegur dbati ferdamennsku

1. Baett framleidni vinnuafls — med nyjum tegundum starfa:

* Skopun nyrra starfa i ferdapjonustu hefur gefid folki teekifaeri & haerri tekjum en ella hefdi ordid, ad gefinni
menntun, busetu og starfspjalfun. Hefur dregid ur stadbundnu atvinnuleysi eda vannytingu vinnuafls.

2. Baett framleidni einkafjarmagns — med steerri markadi:

e Voxtur ferdapjonustu er likt og folksfjolgun. Steerri markadur skapar grundvoll fyrir staerri framleidslueiningar a
hinum smda islenska markadi — og laekka medalkostnad i framleidslu eftir pvi sem fastur kostnadur dreifist a
fleiri einingar.

3. Baett framleidni opinbers fjarmagns og innvida — med fleiri notendum:

¢ Fer8amenn taka patt i kostnadi vegna innvida og samgongumannvirkja, med pvi ad greida baedi bein og dbein
gjold til islenska rikisins med bensingjaldi, virdisaukaskatti, afengisgjaldi. Hagraedid kemur einkum fram ef
notkun landsmanna sjalfra er fremur litil og aukinn fjoldi notenda tekur ekki af 68rum.

4, Sterkari grundvollur fyrir sérhzfingu og fjolbreytni — fyrir heimafélk

* Ferdapjonustan skapar ekki adeins aukna fjolbreytni i storfum, heldur fjolgar einnig peim pjénustumaoguleikum
sem heimamenn hafa sjalfir Gr ad spila — svo sem hvad vardar frambod flugsaeta fra landinu.

IM@@@

Ferdapjénustan er einn af vaxtarbroddum
atvinnulifs 3 landsbyggdinni

* Ferdapjonustan a landsbyggdinni byggir a notkun stadbundinna adfanga sem ekki er haegt ad flytja ur stag, s.s.
nattarufegurd.

* Buseta a landsbyggdinni var upphaflega grundvéllud & hagraedi i nytingu stadbundinna framleidslupatta, s.s. naleegd vid
fiskimid eda landbunadarhérud.

e Mikill samdrattur hefur att sér stad i landbunadi og vélvaeding, markadsvaeding og kvétastjérnun hefur breytt nytingu
stadbundinna adfanga i sjdvarutvegi.

e Fiskimid er haegt ad sekja fra morgum stodum, I6ndudum afla er haegt ad aka hvert a land sem er og nélaegd vid flugvelli
og utflutningshafnir getur falid i sér meira hagraedi en nalaegd vid midin.

* Ferdapjonustan er einn af vaxtarbroddunum & landsbyggdinni.

e Ferdapjonustan er ein af faum greinum par sem landsbyggdin hefur enn raunverulega hlutfallslega yfirburdi vegna
landfraedilegra adstaedna og hlytur pess vegna ad tengjast byggdastefnu stjérnvalda med afgerandi haetti.

* Ferdapjonusta stydur vid uppbyggingu a pjonustu uti a landi.

A sidustu drum hefur verslun og pjénusta vida a landsbyggdinni 1atid mikid 4 sja, m.a. vegna baettra samgangna vid
Reykjavik — porf & nyjum vidskiptavinum. Taekifeeri til nyskdpunar, sérhafingar og fjclbreytni.
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Neikvaed ahrif ferdamennsku

1. Rudningsahrif fyrir adrar atvinnugreinar — ef véxturinn er of hradur
* Mjog 6r voxtur ferdapjénustu @ drunum 2014-2018 hafdi i for med sér rudningsahrif fyrir adrar greinar —
haekkun & gengi krénunnar, spennu & vinnumarkadi og skorti @ hisnaedi. Haetta a hinni svokélludu hollensku
veiki par sem 6r voxtur einnar greinar dregur mattinn Gr 68rum greinum.
2. Alag 4 innlenda innvidi - ef voxturinn er of hradur
* Vegakerfi, heilbrigdiskerfi, I6ggaesla og bjorgunarsveitir komin ad polmérkum — og valda kostnadi fyrir innlenda
notendur. Aukid alag kallar 4 talsverdar fjdrfestingar sem islenskir skattgreidendur verda ad fjidrmagna.
3. Agangur & nattdruna — ef voxturinn er of hradur

e Nattdra islands er ekki 6takmorkud audlind, agangur @ hana er talsverdur og dafturkraefur ef ekki er vandad til
verka. [slensk nattura er helsti sélupunktur ferdapjénustunnar og hana parf ad vardveita. bad er ekki sjalfgefid
ad vid viljum opna adgengi ad 6llum nattdruperlum landsins.

4. Einhaefni atvinnulifs — ef voxturinn er of hradur

e Covid-faraldurinn syndi fram a pad hve had islenskt efnahagslif er ferdapjonustu og jafnframt hve brothaett
greinin er. {slendingar purfa fleiri stodir undir atvinnulifid og fjdlbreyttari storf.

I
ER®BDLE

Til framtidar

* Hinn mikli voxtur i Gtflutningstekjum ferdapjénustunnar é] arunum 2014-2018 var forsenda fyrir hinni miklu
lifskjarasokn @ pessum tima — atgjold ferdafdlks hér gafu Islendingum faeri & pvi ad kaupa erlendar vorur og
pjénustu a hagstaedu verdi.

* Ferdapjonustan er mikilvaeg ny stod fyrir efnahagslifid — endurnyjadur kraftur greinarinnar er mjog mikilveegur
nu pegar porf er a auknum utflutningstekjum.

* Envid hve mérgum ferdamonnum getum vid raunverulega tekid @8 méti — an pess ad verda fyrir neikvaedum
aukaverkunum? Viljum vid sja paer pjédfélagsbreytingar sem fylgja ,massa-turisma“?

* Forsvarsmenn ferdapjénustunnar verda ad vidurkenna ad pad eru takmork fyrir vexti hennar — ef greinin aetlar
sér ad starfa i satt vid baedi land og pjod.

* Aherslan parf ad vera 4 gaedi fremur en magn — voxturinn getur ekki verid hradari en innvidir landsins pola. Of
hradur voxtur getur einnig leitt til vonbrigda og neikvaedni hja erlendum gestum — og leitt til bakslags likt og var
farid ad gerast hérlendis arid 2018. Og hefur gerst vida erlendis.

* Mogulega er ferdapjénustan a svipudum stad og sjavarutvegur vid hrun porskstofnsins 1988 — sem vard tilefni til
hagraedingar og sidan mikillar verdmaetaaukningar en an pess veiddum tonnum fjélgadi.

* Bddar greinar eiga pad sameiginlegt ad nyta takmarkadar audlindir landsins — og geta badar skilad pjédinni
gbédum abata ef rétt er & haldid.
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Vaxtaakvordoun a timum mikillar innlendrar
eftirspurnar og mikilla verdobélguvaentinga

Asgerdur Osk
Pétursdéttir

l o . Lektor 7 hagfredi vid
Hdskélann i Bath

id vaxtadkvérdun peninga-
stefnunefndar { mars 2023 voru vextir
hakkadir um 1 présentu. Meginvextir

bankans féru ar 6,5% upp { 7,5%. Peninga-
stefnunefnd taldi pessa hekkun naudsynlega
til a3 minnka verdbdlguprysting og senda
skilabod um ad nefndin muni gera pad sem
parf til ad koma verdbdlgu { markmid. Vid
vaxtadkvSrdunina var verdbdlga 10,2% sem er
vel yfir 2,5% markmidi Sedlabankans.

Prottmikil innlend eftirspurn
Innlend eftirspurn og efnahagsumsvif
hafa verid kroftug 4 Islandi, sérstaklega
einkaneysla og fjérfesting og nyjustu vis-
bendingar um préun ecinkaneyslu benda
til ad hun sé enn kréfrug. Mikil innlend
eftirspurn hefur leitt til meiri hagvaxtar 4
Islandi en hefur verid i flestum okkar vid-
skiptalondum. Eins og kom fram { sidustu
yfirlysingu peningastefnunefndar pd er
hagvéxtur hér 4 landi vel umfram pad sem
pjédarbuskapurinn getur stadid undir til
lengdar.

Framleidsluspenna

Sumir getu velt fyrir sér hvernig hagvéxtur
geti verid of mikill, hvort ad mikill hag-
voxtur sé ekki eftirséknarverdur. Hagkerfi
getur pé nytt framleidslupactti sina umfram
pad sem er skilvirkt. Sem demi um ofnyt-
ingu framleidslupdtta er pegar framleidslu-
teeki er nyte til fullnustu pannig ad ekki er
tekinn timi til ad sinna naudsynlegu vidhaldi
eda ad starfsf6lk purfi ad vinna yfirvinnu.
Petta er ekki dstand sem hagkerfid getur
stadid undir til lengdar. Pegar hagvéxtur
er umfram pad sem er skilvirke pd myndast
framleidsluspenna sem 4 endanum leidir til
verdbolguprystings.

Framleidsluspennan hér 4 landi kemur
skyrt fram { nidurstodum kénnunar Gallup
medal stjérnenda 400 sterstu fyrirtekja

4

Ljésmynd: Bara Huld Beck.

fsland 4 sér ségu um mikla verdbdlgu.
bvi geta svokollud fyrstu umferdar
ahrif ytri sveiflna haft hr6d ahrif & veré-
bdlguvaentingar og leitt til bess ad fyrir-
taeki haekki verd pratt fyrir ad verda
ekki fyrir beinum kostnadarauka

landsins. Par kemur fram ad 58% fyrirtekja
starfi ndlegt himarksframleidslugetu. Pvi
mé gera rdd fyrir ad pau fyrirtaeki séu ad
ofnyta framleidslupatti sina og cigi erfitt
med ad bregdast vid aukinni eftirspurn.
Starfsemi ndlegt hdmarksframleidslugetu
leidir til aukins prystings 4 verdlag. Vaxta-
hzkkun er pvi naudsynleg til ad hagja 4
innlendri eftirspurn.

Jafnframt syna nidurstodur kénnunar
Gallup ad 44% stjérnenda telji ad skortur
sé 4 starfsfolki.

Pessi skortur getur leitt til pess ad starfs-
f6lk vinni lengri vinnudag eda fdi ekki

nagilega hvild sem getur haft neikveed dhrif
4 heilsu pess. Pad getur einnig leitt il pess
ad fyrirteki purfi ad setta sig vid ad rdda
starfsfélk sem ekki passar endilega best fyrir
starfid sem aftur hefur dhrif 4 framleidni.
Skortur 4 vinnuafli leidir alltaf til spennu
4 vinnumarkadi og launaprystings par sem
fyrirteki purfa ad borga herri laun til ad
lada til sin starfsf6lk. Til lengri tima litid
pd leidir launahakkun umfram framleidni-
voxt til aukins verdbélguprystings. Pvi er
vaxtahzkkun naudsynleg til ad hagja 4 inn-
lendri eftirspurn og koma 4 meira jafnvaegi
4 vinnumarkadi.

Asgerdur Osk Péturs- Kjolfesta verdbdlgu- : Edda Bjérg Heitmann Frahvarf Tucker Carlson

déttir skrifa um sidustu ventinga veikari { : skrifar um st6du Islands : frd Fox News mun

styrivaxtadkvordun I6ndum med ségu um i innleidingu 4 sedla- : vera fréttaveitunni
mikla verdbélgu bankarafeyri kostnadarsamt
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Samanburdur vio Bretland

Ahugavert er ad bera saman spennu 4 vinnu-
markadi 4 Tslandi og i Bretlandi. I bddum
londunum var tveggja stafa verdbélgu um
midjan marsmdnud og { bddum londum
bua fyrirteeki vid skort 4 vinnuafli sem hefur
leitt til launa- og verdbdlguprystings. Hins
vegar er dstedan fyrir skorti 4 starfsfolki {
Bretlandi frambodsvandi 4 vinnumarkadi
og hefur starfandi félki feekkad midad vid
stoduna 4rid 2019. Pessi feekkun er medal
annars vegna breytinga 4 innflytjendalogum
og veitingu atvinnuleyfa i kjolfar drgongu
Bretlands Gr Evrépusambandinu. Minni
atvinnupdttaka stafar einnig af pvi ad hluti
peirra sem eru 50 4ra eda eldri dkvad ad
fara Gt af vinnumarkadi { kjélfar heimsfar-
aldursins. Spennan 4 vinnumarkadi 4 Bret-
landi er pvi ekki vegna aukinnar innlendrar
eftirspurnar enda hagvéxtur malst mun
minni 4 Bretlandi en 4 [slandi og hagkerfid
par adeins nylega ndd sému sterd og pad
var fyrir heimsfaraldurinn.

A méti kemur ad 4 Islandi hefur ekki
verid merki um frambodsvanda 4 vinnu-
markadi. Fjoldi starfandi hefur vaxid um
11% frd drinu 2019 og heildarvinnu-
stundum fjolgad um 8%. Aldrei 4dur hafa
jafnmargir verid starfandi, prétt fyrir pad er
skortur 4 vinnuafli sem synir hversu mikil
innlend eftirspurn er.

Haekkun vaxta til ad haegja

a innlendri eftirspurn
Ofangreint er skyrt demi um ad pad er
ekki nég ad hafa upplysingar um verdbolg-
utdlur ef bera 4 saman vaxtastig og sterd
vaxtahzkkana { mismunandi 16ndum. Pad
parf einnig ad skilja undirliggjandi dstadur
verdbdlguprystings. Verdbdlguprystingur
sem stafar af frambodsvanda getur verid
margslunginn og vaxtateki sedlabanka er
ekki alltaf best til fallid ad hagja 4 verd-
bélgu vid per adstzedur. Hins vegar syna
freedin og reynslan ad hekkun vaxta er 6fl-
ugt teki til ad hagja 4 innlendri eftirspurn.
Pegar eftirspurnarverdbélga er til stadar,
eins og er 4 [slandi nina, pd er hakkun
vaxta mikilveg.

Verdboélguprystingur
Verdbélga 4 Islandi er 4 mjég breidum
grunni og verdhakkanir nd il 2 fleiri
pdtta. Verdhakkanir flestra undirlida eru
einnig vel umfram 2,5% verdboélgumark-
mid Sedlabankans. Sem demi pd syndu
nyjustu tolur vid sidustu vaxtadkvérdun ad
teplega helmingur af neyslukérfu visitolu
neysluverds hafdi hekkad um meira en
10% milli 4ra.

Vid mat 4 verdbdlguprystingi leit pen-
ingastefnunefnd einnig til talna um undir-
liggjandi verdbolgu og verdbdlguventingar.

2 VISBENDING + 16. TBL. 2023

Vid mat 4 undirliggjandi verdboélgu eru
undanskildir sveiflukenndir og timabundnir
pattir sem peningastefnan 4 erfitt med ad
hafa bein 4hrif 4. Ef kjolfesta verdbdlgu-
ventinga er sterk pd @tti undirliggjandi
verdbdlga ad haldast vid verdbslgumark-
midid pd ad meld verdbdlga fari umfram
pad vegna timabundinna sveiflna. Melingar
syna hins vegar ad undirliggjandi verd-
bélga er enn ad aukast og var hin 7,2%
vid vaxtadkvordun og allir melikvardar 4
verdbdlguventingar syna ad per eru vel
yfir markmidi.

Verdboélguveentingar

Pegar kjdlfesta verdbdlguvaentinga er
stodug vid 2,5% markmid Sedlabankans
pa leidir fravik 4 meldri verdbdlgu fra
markmidi ekki til langvarandi verdbélgu.
Vid par adstzdur haga fyrirteki og fjér-
mélamarkadir verdlagningu sinni og starfs-
f6lk launakréfum sinum { samremi vid
2,5% verdbdlgu. Pessir adilar breyta pvi
ckki hegdun sinni prdtt fyrir timabundna
aukningu meldrar verdbélgu. Vid pessar
adstedur er audveldara fyrir sedlabanka ad
halda verdbélgu vid markmid og parf ekki
mikla breytingu 4 véxtum til ad bregdast
vid sveiflum.

Kjolfesta verdbdlguventinga er jafnan
veikari { [6ndum sem hafa baid ségulega
vid mikla verdbdlgu. Verdbélguvantingar
geta pvi aukist og verdlagning og launa-
krofur breyst hrate { kjolfar sveiflna og
aukningu maldrar verdbdlgu. Sedlabankar
i peim 16ndum purfa pvi ad byrja ad hakka
vexti fyrr og hakka vexti meira til ad sld
4 ventingar samanborid vid sedlabanka {
londum par sem verdbdlga hefur sdgulega
verid litil.

Island 4 sér sdgu um mikla verdbélgu.
Dvi geta svokéllud fyrstu umferdar dhrif
ytri sveiflna haft hréd dhrif 4 verdbolgu-
ventingar og leitt til pess ad fyrircaeki haekki
verd prdtt fyrir ad verda ekki fyrir beinum
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Ljosmynd: Adsend.
kostnadarauka. Mikilvegt er vid slikar
adstzdur ad herda taumhald peningastefn-
unnar og leyfa verdbélguvantingum ekki ad
aukast. Heerri verdbdlguvantingar geta leitt
til seinni umferdarghrifa og kostnadarsamrar
vixlverkunar launa og verdlags.

Verdbolguventingar eru nd pegar vel
umfram verdbélgumarkmid og sidasta
verdbdlgumeling fyrir vaxtadkvordun gaf
visbendingu um ad fyrirteki hleypi auknum
launakostnadi beint tt { verdlag. Pvi er
mikilvegt ad bregdast hart vid til ad nd
tékum 4 verdbdlguventingum og draga ur
ventingardrifnum launakréfum sem missa
strax virdi sitt vegna pess verdbélguprystings
sem per valda. Vaxtahekkanir 4samt fram-
synni leidsdgn eru mikilvaegar vid pessar
adstzdur.

Peningastefnan
Peningastefnunefnd leitast vid ad hafa taum-
hald peningastefnu nagilegt { 1jési verdbolgu-
horfa. Raunvextir eru neikvedir og hfdu
leekkad frd fundi nefndarinnar i febrdar.
Hzgja parf 4 innlendri eftirspurn til ad slaka
4 framleidsluspennu { hagkerfinu. Brynt er ad
nd sem fyrst markteekum drangri { bardtcunni
vid verdbdlgu og verdbdlguventingum nidur
fyrir komandi kjarasamninga. Pvi purfti ad
auka taumahald peningstefnunnar. Vaxta-
hakkunin pann 22. mars var mikilvegt skref
i pd 4t

Mikilvegt er ad allir leggist 4 eitt { bar-
dttunni vid verdbdlguna. Kostnadur vegna
Shoflegrar verdbdlgu er gifurlegur og hefur
neikveed dhrif 4 hagkerfid til lengri tima litid.
Peningastefnunefnd mun gera pad sem parf
til ad nd verdbslgumarkmidi.

Hifundur er ytri nefndarmadur { peninga-
stefuunefd Sedlabanka Islands. Per skodanir
og dlyktanir sem koma fram i pessari grein purfa
ekki ad endurspegla vidhorf annarra nefndar-
manna.
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SEDLABANKI [SLANDS

Banking: Troubleson the horizon or

idiosyncratic shocks?

Asgeir Jénsson Governor of Central Bank of Iceland

29t Dubrovnik Economic Conference
May 2023

Central Bank of Iceland has raised its policy rate to
8.75% ...

Policy interest rates, %

2015 2016 2017 2018 2019 2020 2021 2022 2023
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Wages in Iceland, year-on-year change

... to respond to increasingly broad based inflation

Global inflation
January 2018 - April 2023

12-month change (%)
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Sources: OECD, Statistics Iceland,, Central Bank of Iceland.

2022

Real wages have remained largely unchanged

Year-on-year change (%)

—Nominal wages  —Real wages
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Real wages in developed countries 2019-2022*
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Median of 17 |Nordic region (excl.
European countries| Iceland)

1. Average hourly earnings in manufacturing, deflated with the CPI. The Nordic region (excl. Iceland) shows a simple average for Denmark, Finland, Norway, and Sweden. The 17-country median excludes the Nordic countries and the UK

Sources: OECD, Central Bank of Iceland.
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Iceland has been on a higher growth trend than
most other developed countries

Economic growth, index 2000=100
190
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Sources: Refinitiv Datastream,, Central Bank of Iceland.

High net migration, thriving tourism industry and
demographics have led to increased demand for housing

Net migration rate 2000-2022" Population growth and net migration?
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30 =—I|celand 2,5
25 ——Nordics (excl. Iceland) M Net migration
High-income countries 2,0
20 W Natural change
15 1,8 Population growth
10
5
0 1
5
-10
-15
-0,5
-20 > o S x A » & > o
Q @ &
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 & K & L & Ng v & S
@ 23 & & S &S <
& Q
1. Nordics (excl. Iceland) includes Denmark, Finland, Norway and Sweden. High-income countries defined by United Nations as countries with GNI per capita of $13,205 or more. 2.Natural change calculated as a residual and therefore also
ncludes an adjustment factor
Source: United Nations
| |
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House prices rose sharply in Iceland after the pandemic and
are still rising faster than in other Nordic countries

House prices in the Nordic countries

Q1/2010- Q1/2023 Real house prices
20002022
Year-on-year change (%)
LS Index, 2010 = 100

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

e=|celand ——Denmark ——Finland ——Norway Sweden .
——Iceland ——Nordic OECD
Sources Eurostat, Refinitiv Datastream

Tight borrower based measures have slowed down the
rise in house prices and kept a lid on leverage

Debt-to-income ratio (%)
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—Iceland —Denmark Finland —Norway Sweden
Sources: Eurostat, Central Bank of Iceland

| |
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Framework for financial resilience

How do you create resilience in a small open economy?

1. Institutionally integrate responsibility for monetary policy, financial stability and
supervision in a clear and transparent way — and divide decision making authority

through policy committees with outside participation

The Financial Supervisory Authority was merged with the Central Bank in 2020; there is now a single
institution responsible for both price stability and financial stability. Enabled the Bank to respond
decisively and in a consistent manner in all of its policy areas to the effects of the pandemic

2. Mitigate the influence of the balance of payments on the domestic economy

a) Maintain adequate international reserves — manage the foreign exchange market through limited
but strategic interventions

b) Limit the ability of domestic entities to accumulate short-term external debt

c) Limit the scope for FX futures to be used as vehicles for speculative carry-trade
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How do you create resilience in a small open economy?

3. Manage leverage ratios and constrain credit growth

a) Maintain high capital ratios of banks - in excess of 20% - in addition to 2,5% countercyclical
capital buffers

b) Employ borrower-based measures; capping both leverage and debt service burden
¢) Limit foreign-denominated currency lending to non-export companies
4. Limit risk-seeking in the financial sector

b) Additional capital requirements due to loans to holding companies that are categorized as riskier

Thank you
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Ur fundargerd peningastefnunefndar mai 2023

SEDLABANKI [SLANDS

Peningastefnan, efnahagshorfur, lan

og greidslubyrdi

Samidn Rannveig Sigurdardadttir
15. juni 2023 Varasedlabankastjori peningastefnu

Visbendingar veeru um ad kostnadarhaekkunum fyrirtaekja veeri ad miklu leyti velt ut i
verdlag enda veeri innlend eftirspurn kréftug

Pa hafdi nefndin ahyggjur af pvi hversu stutt veeri i gerd naestu kjarasamninga og ad timinn
til stefnu til ad na merkjanlegum arangri vaeri naumur

Talsverd spenna veeri enn & vinnumarkadi, atvinnuleysi veeri litid og vida skortur &
starfsfolki.

Nefndin reeddi i pvi sambandi oélika préun raunlauna hér a landi undanfarin ar
samanborid vid prounina i 68rum proudum rikjum

Adhaldsstig opinberra fjarmala var einnig rzett og taldi nefndin ad pad myndi stydja vid
peningastefnuna og leida til betri hagstjornarblondu ef adhaldid par veeri meira. Voru
nefndarmenn sammala um ad pad geeti ad 6dru dbreyttu studlad ad pvi ad haekka pyrfti
vexti minna og férnarkostnadurinn i haegari efnahagsumsvifum yrdi ad sama skapi
minni til lengra tima [itid en ella

Ad mati nefndarinnar veeru pvi horfur a ad haekka pyrfti vexti enn meira til ad tryggja
betra jafnvaegi i pjddarbiskapnum og koma verdbdélgu i markmid
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Mikill hagvoxtur i fyrra og spad téluverdum hagvextii ar

* Spad meiri hagvexti i ar en i febrdar — 4,8% i stad 2,6%

* Meiri voxtur innlendrar eftirspurnar (baedi einkaneyslu og fjarfestingar) vegur pungt ...
e ... en einnig meiri pjonustuutflutningur (og breytt medferd a hugverkadtflutningi)

* Horfur fyrir naestu 2 ar svipadar (2%)

Hagvéxtur og framlag undirlida® Hagvoxtur og framlag undirlida 2018-2025*
1. arsfj. 2020 - 4. arsfj. 2022
Breyting fra fyrra ari (%) Breyting fra fyrra ari (%)
15 8
. e
10
. Em= L~
5 2
]
[
0 —
L/ -
E 7 . \/
' -6
10 |
-8
-15 r T T T T T T T T T T T 1 -10
1.1j.20 3.1j.20 1. fj.. 21 3.fj."21 .42 3.fi.'22 2018 2019 2020 2021 2022 2023 2024 2025
. Einkaneysla = Samneysla Fjarmunamyndun I Fjarmunamyndun
mmm Birgdabreytingar mm Utanrikisvidskipti VLF ' Birgdabreytingar mm Utanrikisvidskipti VLF
1. Fravik geta verid 4 milli samtdlu framlags undirlida og hagvaxtar vegna kedjutengingar pjédhagsreikninga.
Heimildir: Hagstofa [slands, Sedlabanki [slands.
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Storfum fjolgar og atvinnuleysi litid

* Samkveemt VMK fj6lgadi storfum um 6,9% i fyrra og 4% & F1 i &r — fjolgunin @ F1 5,1% skv. stadgreidslugognum
e Atvinnuleysi skv. VMK hefur haldist i kringum 3%% i teeplega &r ... en skrad atvinnuleysi er minna og meaeldist 2,8% i mafi
+ Afram greinileg draun 4 innlenda framleidslupaetti sem er maett med miklum innflutningi 4 erlendu vinnuafli

Atvinna og vinnutimi' Atvinnuleysi og slaki & vinnumarkadi* Mannfjoldi

Januar 2018 - april 2023 Januar 2018 - mai 2023 1. arsfj. 2015 - 1. arsfj. 2023

Visitala, 2019 = 100 %

Breyting fré fyrra éri (%)
18 40
16 35
110 14 3,0
12 25
105 2,0
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8
100 /2 10
6
DR (T
B 4 0,0 I" . " ) 'Il
2 -0,5
%0 -« T T T T T 0 r T T T T T 1,0
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023 45 16 17 8 M9 20 21 22 23
S~ ’ ) ’ e i o ) A8fluttir umfram brottflutta - Erlendir rikisborgarar
—Fjéldi starfandi ~—Medalvinnustundir —skréd SRAZRANT AR ' ABfluttir umfram brottflutta - (slendingar
Launafdlk —Heildarvinnustundir W Faeddir umfram latna
Mannfjéldi
1. Launafélk t6lum ar

en 8nnur gdgn eru Gr vinnumarkadskénnun Hagstofu fslands. Folk & aldrinum 16-74 4ra. briggja manadia hreyfanlegt medaltal arstidarleidréttra talna. 2. Slaki &
vinnumarkadi eru atvinnulausir, vinnulitlir (eir sem eru  hlutastarfi en vilja vinna meira) og méguleg vidbét & vinnumarkad (peir sem eru tilbGnir a3 vinna en eru ekki ad leita ad vinnu og beir sem eru ad leita ad vinnu en eru ekki tilbunir

ad hefja stérf innan tveggja vikna) sem hlutfall af mannafla med vidbét (mannafii ad vidbattri mégulegri vidbot & vinnumarkadi). Skrad atvinnuleysi er an folks & hlutab6tum fré og med mars 2020. briggja ménada hreyfanlegt medaltal
arstidarleidréttra talna.

Heimildir: Hagstofa [slands, Vinnumélastofnun, Sedlabanki fslands.

Verdbodlga maelist enn mikil

Verdbdlga hefur verid yfir 9% i naestum ar —hjadnadi ur 9,9% i april i 9,5% i mai

Verdbdlga an husnaedis hjadnar einnig milli manada og maeldist 8,4% i mai (HICP 8,3% i april)
Undirliggjandi ver8bdlga meeldist 7,3% i mai og hjadnar milli manada - i fyrsta sinn sidan i oktdber 2021
Framlag husnaedislidar til drsverdbdlgu fer minnkandi en vaegi annarra lida eykst

Verdbolga & ymsa maelikvarda
Januar 2019 - mai 2023

Undirlidir verdbdlgu

Jantar 2019 - mai 2023

12 manada breyting (%) Framlag til arsverdbolgu (%)
22 12

10

T -2
2019 2020 2021 2022 2023

2019 2020 2021 2022 2023

—VNV ~=VNV &n husnadis Samraemd neysluverdvisitala m Innfluttar vérur Bensin

- Hisnaedi Innlendar vérur
=—Undirliggjandi verdbélga' Verdholgumarkmid

= Almenn bjénusta i Adrir idir ==VNV

maeld med kjarnavisitélu (ahrif 6beinna skatta, sveiflukenndra matvérulida

1. Undirl a, bensins, opinberrar bjénustu og raunvaxtakostnadar hts

sldna eru undanskilin) og télfreedilegum maelikvérdum (vegid
iginlegur péttur visitslu neysluverds)
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... og staerri hluti neyslukorfu hefur haekkad téluvert

* Innlendar vorur og dagvorur hafa haekkad um 12,2% sl. &r og almenn pjonusta um 8,1%
* Innfluttar vérur hafa einnig haekkad mikid (7,9%)
« Sifellt steerri hluti undirlida ad haekka mikid: 47% neyslukorfu haekkadi um meira en 10% i april (10% i april ‘21 og 3% i april 21)

Verd & voru Verd a pjonustu Umfang verdhakkana!
Jandar 2019 - mai 2023 Jandar 2019 - mai 2023 Jandar 2020 - mai 2023
12 ménada breyting (%) 12 ménada breyting (%) Hlutfall neysluksrfu (%)
9
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6
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6 a
3
4 '\'-/
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2 l 1
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2019 2020 2021 2022 2023 2019 2020 2021 2022 2023 2020 2021 2022 2023
—Innlendar véruralls ——Innfluttar vérur alls ~——Dagvara —Almenn bjénusta —Opinber pjénusta mMinnaen2,5%  m2,55%
5-10% W Meira en 10%
1. Hlutfall af neyslukorfu VNV flokkad eftir drshaekkun
Heimildir: Hagstofa fslands, Sedlabanki islands.

Haegir a haekkun husnaedisverds

* Afram haegir 4 arshaekkun husnaedisverds: var 8,6% i april en mest 25,5% i juli 2022

* Raunverd pvi tekid ad laekka

+ {bGdum sem seljast yfir asettu verdi hefur faekkad mikid: voru 13% i april en mest 62% i juni 2022 ...
... og fjorfalt fleiri ibudir eru @ sélu nd en fyrir ari og medalsolutimi hefur sexfaldast

Husnaedisverd* Fj uda a sbiu og medaisoiutimi?
Jantar 2019 - april 2023 Jantar 2017 - april 2023
12 ménada breyting (%) Hiutfall (%) Fjoldi (bds.) Ménusir
70 X X
18 54
25 60
16 48
50
20 14 42
20 12 36
15 1,0 3,0
a0 08 24
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20 0,6 18
04 1:2
5 10
02 06
0 ¢ v v , 0 0,0 0,0
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023
=—\/sitala ibtidaverds (v. &s) ~=Selt yfir auglystu s8luverdi (h. as) —Fj6ldi & sélu (v. ds) w=Medalsélutimi (h. as)

1. Hasnadisverd 4 hofubborgarsvaedinu. Hlutfall ibida sem seldar eru yfir auglystu sluverdi af heildarfjélda ibuda & s6lu. briggja ménada hlaupandi medaltal. 2. Fjéldi ibuda 4 s8lu og medalsslutimi 4 héfudborgarsvaedinu
Heimildir: Fasteignavefur Morgunbladsins, Husnaedis- og mannvirkjastofnun, Sedlabanki slands.
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Laun haekka mikid og langt umfram framleidni

e Laun hafa haekkad mikid undanfarid — sérstaklega i kjoIfar nygerdra kjarasamninga: 8,9% arshakkun launavisitélu @ F1
e Kemur i kjolfar uppsafnadrar riflega 8% raunlaunahaekkunar 2019-22
* Mun meiri haekkun raunlauna 19-21 og minni laekkun 22 en i 66rum idnrikjum ...
... og launahakkanir langt umfram framleidnivoxt
Raunlaun { préudum rikjum 2019-2022" Raunlaun & Nordurléndunum 2019-2022* Framleidni vinnuafls 2010-20223

Breyting fra fyrra ari (%) B Breyting fra fyrra ari (%) Arsbreyting (%)
4

[
[
1
a Y
2 5
3 4
4 5
L

. f -6 | 1
1 1

| ey rpey | o G ) G o v
loolioal oo S R O O O
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fsland Bandarikin | Bretland | Midgildi 17 | Nordurlond fsland Noregur Finnland Danmérk Svibjod 2010-2019 2020-2022 2022
Evrépulanda [ (an [slands)

W Midad vid VLF a vinnustund dt fra VMK

® Midad vid VPT a vinnustund at fra PHR

landa undanskilur Nordurlond og Bretland
ndum Gt fra
gsreikninga.

a heildarvinnus!
4 vinnumagni bjéoha

8 Framleidni vinnuafls skv. birtingu Hagstofunnar er hins
lagstofa fslands, OECD, Sedlabanki fslands.

Verdbolguvaentingar haldast haar og kjolfesta [6skud

e Svartsyni heimila 4 verdbdlgu til naestu 5 ara hefur aukist: buast vid 6% verdbdlgu a naestu 5 arum
* Verdbdlguvaentingar markadsadila einnig haekkad i 4%
* Visbendingar um ad kjolfesta hafi laskast

Verdbdlguvaentingartil 2 og 5 ara® Hlutfall heimila sem veentir verdbdlgu Langtimaverdbdlguvaentingar i
LN A2 21 A yfir 5% ad medaltali naestu5 ar alpjédlegum samanburdi?
% Hlutfall (%) %
& 90 6
Eftir 2 ar Medaltal naestu 5 ar
6 =0 5
70 15,5 L
5
60 4
4 50 87
3
3 40
30 2
2 5,6
20 4,7
1
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2019 2020 2021 2022 2023 2019 2020 2021 2022 2023 Mai'18 Mai'19 Mai'20 Mai'21 Mai'22 Mars 23 Mai '23 fsland bréud Nymarkads- bréunar-
riki riki riki
——Fyrirteeki === Heimili mMilli5og8% m Milli 8 og 10% Yfir 10% i
m2019 1. arsfj. 2023

1. Kannanir Gallup 4 verdbolguvaentingum heimila og fyrirtkja og Sedlabankans & verdbélguvantingum markadsadila. Midgildi svara. 2. Medaltal ménada. Gogn til og med 19. mai 2023. 3. Midad er vid verdbélguvantingar markads-
og greiningaradila il fimm éra.
Heimildir: Alpjé yrissjédurinn, Gallup, S fslands
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Horfur 4 ad verdbdlga hjadni haegar en adur spad

¢ Verdbdlga var 10% a 'F1 —0,5 pr. meiri en spad var i febriar — undirliggjandi verdbdlguprystingur reyndist vanmetinn
¢ Spdad ad verdbdlga minnkii9,4% & F2 en verdi yfir 8% allt arid ... fer ekki undir 4% fyrr en F4/2024 og ekki undir 3% fyrr en 2026
* Onnur likdn spa einnig hjédnun verdbdlgu en benda lika til pess ad haetta sé 4 ad pad gerist haegar en grunnspd gerir rad fyrir

Verdbolguspa til skemmritimat Verdbolguspa og dvissumat
3. arsf]. 2022 - 3. &rsfj. 2023 1. arsfj. 2018 - 2. arsfj. 2026
110 Breyting fré fyrra ari (%) 5 Breyting fra fyrra ri (%) Arsmedaltol
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=—Grunnspa PM 2023/2 ~—DYNIMO-likanid e PM 2023/2 - =PM 2023/1 w— \/erdbélgumarkmid
—Medaltal skammtimalikana Bil hsta og l=gsta mats B 50%likindabil  EEN 75% likindabil 90% likindabil

1. Sam

pam heildarjafnvaegislikans bankans (DYNIMO) og medaltals 5 télfraed
abanki fsland

verdbolgulikana sem nkinn notar vid ad gera skammtim
Hagstofa isla

Hvad ef adhald rikisfjarmala eykst meira?

e Fraviksdeemid gerir rad fyrir auknu adhaldi (jafnt 4 tekju- og gjaldahlid) sem nemur samtals 60 ma.kr. 2023-24 (2%% af VLF)
* Haegir a vexti einkaneyslu en ,rydur inn“ fjdrfestingu einkaadila i gegnum laegri vexti og vidskiptahallinn verdur minni
* Hagvoxtur og verdbdlga verda einnig minni og vextir leegri ... steerdargrada og hradi ahrifa fer eftir Gtfeerslu adhaldsadgerda

Fraviksdaemi: AGhaldssamari rikisfjdrmal en i grunnspa

Einkaneysla Fjdrmunamyndun Vidskiptajéfnudur
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Hvad ef ferdamonnum fjdlgar hradar?

* Fraviksdeemid gerir rad fyrir ad fyrra hamark (2,3 millj. ferdamanna 2018) naist i ar (teeplega 2,2 millj. i grunnspa) og fyrra
hamark markadshlutdeildar fra 2017 ndist i lok spatima ... gerist pad eykst utflutningur hradar, raungengi haekkar meira og
vidskiptahallinn minnkar fra grunnspa ... hagvoxtur verdur enn kroftugri og verdbolguprystingur meiri — og vextir pvi haerri

Fraviksdeemi: Ferdamdnnum fjolgar hradar en i grunnspa

Utflutningur Raungengi Vidskiptajéfnudur
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i Vextir, lan og greidslubyroi
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Raunvextir bankans og adrir markadsvextir

¢ Raunvextir Sedlabankans jakveedir i fyrsta sinn i prju ar
e Adrir raunvextir hafi haekkad en raunvextir 6verdtryggdra hisnaedislana med breytilegum voxtum enn neikvaedir

Meginvextir og vextir nyrra ibudalana til heimila* Raunvextir Sedlabanka fslands og raunvextir & markadi?
Januar 2015 - april 2023 1. 4rsfj. 2013 - 2. drsfj. 2023
%
%
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—— Gverbtryged ibudalan vidskiptabanka ——Verbtryges ibu8alan vidskiptabanka 1 m.v. mi g Olgu og
Overdtryggd ibudalan lifeyrissjodir Verdtryggd ibudalan lifeyrissjéoa dverdtryggdra hu ana med il voxtum®

- Meginvextir Vextir verdtryggdra husnaedislana*

1. Vegnir medalvextir nyrra dverdtryggdra ibudaldna stéru vidskiptabankanna priggja midad vid fjarheed Utldna. Medaltal breytilegra vaxta staerstu lifeyrissjéda samkvaemt vaxtatoflum peirra. 2. Gogn til og med 6.
juni 2023. 3. Fram til 21. mai 2014 er midad vid medaltal innlansvaxta og hdmarksvaxta & innstadubréfum med 28 daga binditima sem meginvexti bankans en vexti 7 daga bundinna innléna fra peim tima. 2. Fram
til febrdar 2012 er midad vid 12 manada verdbolgu, verdbdlguveentingar fyrirtaekia til eins ars, verdbdlguveentingar heimila til eins ars, verdbdlgualag a fijarmalamarkadi til eins ars og spa Sedlabankans um
arsverdbolgu eftir fjéra arsfjordunga. Fra mars 2012 er einnig midad vid verdbol; itingar markadsadila til eins ars k arsfjoréungslegri kdnnun Sedlabankans. 4. Einfalt medaltal laegstu Utlanavaxta
priggja steerstu vidskiptabankanna. Vextir verdtryggdra husnaedisldna eru fastir fra 5 drum og allt upp i allan lanstimann.

Heimildir: Gallup, Hagstofa [slands, Sedlabanki fslands.

7
7 . . . . .
Utlan til heimila og fyrirtaekja
* Dregid Ur vexti Utlana til heimila og nam arsvoxturinn 8,2% i april
« Utlan til atvinnufyrirtaekja vaxa hratt og nam arsvoxturinn 12,9% i april - Gtln til flestra atvinnugreina tekid vid sér
* Voxtur utlana fagfjarfestasjéda til fyrirtaekja hafa minnkad og einhver fyrirtaeki saekja fjarmagn med Utgafu markadsskuldabréfa

Utld a is ti imilal 414 . " " " . 114 " . : .
Utl,a" enakeciicl elnla Utlan lanakerfis til atvinnufyrirtaekja Utlan til atvinnufyrirtaekja
Jantar 2017 - april 2023 . B A ;

Januar 2017 - april 2023 Jandar 2017 - april 2023

Breyting fré fyrra ari (%) Breyting frd fyrra 4ri (%)
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- » - . - Fiskveidar og idnadur m— Byggingageiri L inakerfi m\iarkagsskuldabrét
Verslun m— Samgéngur og flutningar Fagflérfestasiétir camtale
ABrir Utlanastofn — Djdnusta w Annad
Utlénastofn Utlénastofn & fostu gengi®
1. Leidrétt fyrir endurflokkun og skuldalzekkunaradgerdum stjémvalda. 2. Stofn tléna f erlendum gjaldmilum er reiknadur migad via visitslu medalgengis i april 2023.
Heimild: Sedlabanki [slands.
| |
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Enn ramlega helmingur fasteignalana overdtryggdur

Tegund fasteignaldna til neytenda! Tegund nyrra fasteignaldnatil neytenda*
Januar 2020 - april 2022 Jantar 2020 - mars 2023
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60 60 7, [ |
50 50 883 BS 3 8gg
0 10 Sao
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2020 2021 2022 23 2022
W Verdryggt og breytilegir vextir M Verdtryggt og fastir vextir W Verdtryggt og breytilegir vextir W Verdtryggt og fastir vextir
Overdtryggt og breytilegir vextir M Overdtryggt og fastir vextir Overdtryggt og breytilegir vextir W Overdtryggt og fastir vextir

Eignamyndun og launahaekkanir umfram verdbdlgu

Uppséfnud haekkun fasteignaverds & hofudborgarsvaedinut Laun
Jandar 2020- april 2023 1. 4rsfj. 2020 - 1. 4rsfj. 2023
Visitala, jan. 2020 = 100 Visitala, 4. arsfj. 2019 = 100
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- Uppsofnud haekkun fasteignaverds  ——Uppssfnud haekkun visitslu neysluverds
1. Uppsofnud haekkun visitslu iba aho inu og visitolu fra jantiar 2020.
Heimildir: Hagstofa islands, Husnzedis- og irkj i fslands.
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Greidslubyrdi svipud og vid lantdku ef tekid er tillit til

lau nabreyti NEgAa (tekjur uppferdar m.v. launavisitdlu og vextir m.v. 2. juni 2023)

Ny lan tekin sidan jandar 2020

%
12
Teeplega 11% heimila med greidslubyrdi
10 umfram 35% af radstofunartekjum m.v.
. uppfeerdar tekjur
6
a4
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35% vidmid  =——Greidslubyrdarhlutfall vid atgafu lans - lan atgefin fra jan 2020  ===Greidslubyrdarhlutfall i april 2023 Greidslubyrdarhlutfall i april 2023 m.v. uppfaerdar tekjur

1. Greidslubyrdarhlutfall fasteignalana til neytenda fyrir hvert heimili. Tekjur uppfaerar m.v. launavisitolu. Midast vid ny fasteirgalan til neytenda fra KMB og HMS fra januar 2020, en einnig 9 steerstu lifeyrissjoda fra dgust 2020.
Heimild: Hagstofa islands, Sedlabanki Islands

Takk fyrir
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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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