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Monetary Policy Committee Report

to Parliament
12 January 2024

The Act on the Central Bank of Iceland, which entered
into force on 1 January 2020, 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 commit-
tee of the Speaker's choosing.

The Act 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 22 November
2023. The following report discusses the work of the
Committee between July and December 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 latter
half of 2023.

Developments from July to December 2023

The MPC decided at its August meeting to raise the
Bank's key interest rate by 0.5 percentage points,
to 9.25%, as domestic price increases had proven
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Table 1. Central Bank of Iceland interest
rate decisions H2/2023 (%)

Seven-day
Current term  Collateral- Overnight
Date accounts deposits”  ised loans loans
23 August 9.0 9.25 10.0 11.0
4 October 9.0 9.25 10.0 11.0
22 November 9.0 9.25 10.0 11.0

1. Central Bank key interest rate.

Chart 1

Central Bank of Iceland key interest rate’
3 January 2001 - 29 December 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.



persistent and inflation remained widespread. The
Committee was of the view that the labour market
was still very tight and that strong demand pressures
remained in the overall economy, although there were
signs that economic activity had begun to slow down.
Furthermore, inflation expectations were well above
target and appeared less firmly anchored to the target.

At its October meeting, however, the MPC had
decided to wait and see, as there was some uncertainty
about economic developments and about whether the
monetary stance was appropriate. At the Committee’s
next meeting, in November, the Bank's new macro-
economic and inflation forecast would be available.
Although indicators implied that price increases had
lost pace and that inflation expectations had fallen by
some measures, they were still too high. The Bank’s
real rate had risen, however, and the impact of policy
rate hikes had started to come more clearly to the fore.
The labour market remained quite tight, and domestic
economic activity was still brisk.

According to the Bank's new macroeconomic
forecast, published in November, the inflation outlook
had deteriorated and the domestic output gap had
proven larger than previously anticipated. Indicators
continued to suggest a slowdown in private consump-
tion and investment, however. Inflation expectations
had also remained high, and it appeared that cost
increases had a stronger and more persistent impact
on inflation than they had previously. It looked as
though it might prove necessary to tighten the mon-
etary stance still further, but because of uncertainty
about the economic impact of the seismic activity that
had begun in early November on Reykjanes peninsula,
the MPC decided to hold the policy rate unchanged for
the present. The Bank's key rate was therefore 9.25% at
the end of December 2023, or 0.5 percentage points
higher than at mid-year, when the Committee sent its
last report to Parliament.!

The monetary stance as measured in terms of
the Central Bank's real rate tightened markedly in
H2/2023, in the wake of the increase in the key rate
and the decline in inflation. In terms of the average of
various measures of inflation and one-year inflation
expectations, the Bank's real rate was 2.9% at the end
of December, or 1.7 percentage points higher than at
mid-year. It was 3.2 percentage points higher than at
the beginning of the year, as the Bank’s real rate was

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 - December 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.

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



negative until March. The Bank’s real rate in terms of
twelve-month inflation rose by 1.6 percentage points in
H2/2023, to 1.4% at the end of December.

Yields on long-term nominal Treasury bonds were
more or less unchanged over the summer but then
began to rise following the policy rate hike in August
and a minor spike in inflation that same month. Yields
began to fall in November, however, with the surge in
seismic activity on the Reykjanes peninsula. Yields on
ten-year nominal Treasury bonds were 6.5% at the end
of 2023, after rising by 0.4 percentage points in the lat-
ter half of the year. Yields on ten-year indexed Treasury
bonds were 2.7% at the end of 2023, after rising by 0.7
percentage points since mid-year, in line with other
real rates.

Annual growth in M3 lay in the 8-13% range from
July through November and gained pace relative to
H1/2023. This can be attributed in part to payments
made to domestic entities in late August for the sale
of biotech firm Kerecis to foreign investors. In general,
households’ share in growth increased, whereas busi-
nesses’ share declined.

Year-on-year growth in credit system lending
to households eased in H2/2023. It measured 6% in
October, down from the H1/2023 average of 8.2%.
Presumably, slower growth reflects declining demand
due to higher interest rates and tighter borrower-based
measures. Since mid-year, net new lending to house-
holds has grown, but new loans have primarily been
inflation-indexed, and early retirement of non-indexed
loans has increased. Interest rates on non-indexed
residential mortgages continued to rise in H2/2023, in
tandem with Central Bank rate hikes, although deposit
rates offered to households rose more rapidly. Interest
rates on inflation-indexed mortgage loans have also
increased. Interest rates on corporate loans rose as
well during this period, and credit spreads on corporate
loans have widened relative to rates on the deposits
available to businesses. Growth in credit system lend-
ing to companies declined in H2/2023. It measured 7%
in October, down from an average of 14% in H1/2023.
The increase in real rates has probably made an impact,
as investment has eased, the economic outlook has
deteriorated somewhat, and the results of the upcom-
ing wage negotiations are highly uncertain.

Inflows of capital for new investment totalled
around 19.5 b.kr. from July through November 2023
and were due almost exclusively to purchases of list-
ed equities and Treasury bonds. Outflows of capital
previously imported for new investment totalled 11.2
b.kr., mostly due to sales of listed shares. Net inflows
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Chart 3

Government-guaranteed bond yields’
2 January 2019 - 29 December 2023
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1. Based on the zero-coupon yield curve, estimated with the Nelson-Siegel method,
using money market interest rates and government-guaranteed bonds.

Source: Central Bank of Iceland.

Chart 4
Credit system lending’
January 2017 - October 2023

Year-on-year change (%)

5
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— Households = Companies Total credit

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.



for new investment between July and November there-
fore totalled 8.3 b.kr, as compared with 15.4 b.kr in
H1/2023.

The kréna appreciated between the spring and
late August. Tourism was brisk at that time, and news
of the summer 2023 sale of Kerecis to foreign buy-
ers apparently gave rise to expectations of increased
foreign currency inflows and a stronger kréna. In late
August, the kréna began to weaken, and after the
seismic activity on Reykjanes peninsula gained pace
in November, the kréona depreciated still further. By
the end of November, it had recovered in part, but
it remained broadly unchanged in December. The
exchange rate rose by over 1.4% in trade-weighted
terms in H2/2023. In mid-November, the Bank sold cur-
rency for about 2.8 b.kr. This was its only intervention
in the market in H2/2023, accounting for 2.4% of total
market turnover during the period.

Inflation subsided in H2. It measured 7.7% in
December, down from 8.9% in June, when the MPC
submitted its last report to Parliament. Inflation aver-
aged 7.9% in Q4/2023, as was forecast in the November
Monetary Bulletin. Inflation excluding housing meas-
ured 6.7% in December. It, too, has fallen in recent
months, after having measured 7.9% in June. According
to the average of various measures, underlying infla-
tion measured 6.2% in December, as compared with
7.3% in June 2023.

Housing market activity eased during the sum-
mer, and the contribution of the housing component
to headline inflation declined as well. On the other
hand, house prices ticked upwards again in the autumn
and now account for 2.8% of twelve-month inflation.
Owner-occupied housing costs were up by just over
12% year-on-year in December, as compared with a
twelve-month increase of just over 13% in June.

Domestic goods and services prices have contin-
ued to rise, even though domestic demand growth has
tapered off recently. As of December, domestic goods
prices had risen by 9.8% in the past twelve months,
owing largely to higher food prices. Private services
prices had risen by 6.3% year-on-year in December,
and the twelve-month increase is somewhat smaller
than in mid-2023. Imported inflation has held broad-
ly unchanged overall in H2/2023. The year-on-year
increase in imported food prices is still sizeable, at
10.6% as of December, although it was smaller than in
June. Petrol prices, however, were 2.7% lower than at
the same time a year earlier. On the whole, imported
goods prices have risen by 5.2% in the past twelve
months.
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Chart 5

Exchange rate and volatility of the kréna’

4 January 2010 - 29 December 2023

Index, 31 Dec. 1991 = 100

Volatility (%)
5

— 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 - December 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 - December 2023

Contribution to annual inflation (%)
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According to the forecast in the November 2023
issue of Monetary Bulletin, the short-term inflation
outlook had deteriorated again, as the housing market
had softened less than previously expected, the kréna
had been weaker, and the output gap larger. In the
forecast, inflation was estimated at 4.9% at the end
of 2024, a full percentage point higher than had been
projected in August. Further ahead, the situation was
broadly unchanged, however, and headline inflation
was projected to average 3.6% in 2025.

Short-term inflation expectations had either fall-
en marginally or held steady since the last report
to Parliament, but they are still well above target.
According to a recent survey, market agents’ two-year
inflation expectations have fallen to 4.2%. According to
Gallup’s winter survey, firms' two-year inflation expec-
tations have remained unchanged since the summer,
at 5%, whereas households expect inflation to measure
6% in two years' time, about a percentage point less
than in June 2023.

Furthermore, long-term inflation expectations
have held steady by most measures since June. Market
agents expect inflation to average 4% over the next
five years and 3.5% over the next ten years, the same
as in the summer. Households expected five-year infla-
tion to average 6%, as in the summer survey, whereas
executives expected it to average 4.5%. Their inflation
expectations were nevertheless higher than over the
same period a year ago. The breakeven inflation rate
in the bond market rose in H2/2023, however: the five-
year breakeven rate five years ahead was about 3.4% at
the end of December, down from just over 3% at the
end of June.

It emerged at the November meeting that eco-
nomic activity had continued to lose pace, and growth
in private consumption and investment had subsided.
It was clear that the effects of the previous interest rate
hikes were coming to the fore, the real rate had risen
since H1/2023, and consumers were more pessimistic
about the economic outlook. It was pointed out as well
that indexed lending rates had also risen in the recent
past, which could reduce demand for loans, all else
being equal.

On the other hand, the Committee considered it
cause for considerable concern that inflation was so
persistent and that the inflation outlook had deterio-
rated again. The output gap was wider than previously
thought, the labour market was still tight, house prices
were still rising, mortgage lending growth had begun
to gain pace again, and the outlook was still for robust
GDP growth. In addition, it was pointed out that, even
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Chart 8

Goods and services prices
January 2019 - December 2023

Year-on-year change (%)

— Groceries — Private services
—— Clothing and shoes’ Public services

Furniture and houseware’

1. Based on a three-month average.
Sources: Statistics Iceland, Central Bank of Iceland.

Chart 9

Two- and five-year inflation expectations’
Q1/2018 - Q4/2023
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1. Gallup surveys of households' and businesses' inflation expectations and Cental
Bank survey of market agents' inflation expectations. Median responses.

Sources: Gallup, Central Bank of Iceland.

Chart 10

Breakeven inflation rate’
January 2018 - December 2023
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though indicators implied that domestic demand had
eased, they were not unequivocal. Thus it was prob-
able that the monetary stance was not tight enough
to bring inflation back to target within an acceptable
time frame. Had it not been for the uncertainty about
a possible volcanic eruption, the need for a tighter
stance would therefore have been broadly the same as
at the previous meeting. It emerged at the November
meeting that although the effects of recent interest
rate hikes were coming more clearly to the fore, the
poorer inflation outlook suggested that it could prove
necessary to tighten the monetary stance still further.

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
23 August 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 9.25%.

Inflation has eased recently, measuring 7.6% in July. The
contribution of the housing component to inflation has
diminished, global price hikes have subsided, and the krona has
appreciated. Nevertheless, domestic price increases have proven
persistent and remain widespread. Underlying inflation has
therefore fallen more slowly than headline inflation, to 6.7% in
July.

GDP growth measured 7% in Q1/2023, and unemployment has
continued to fall. The labour market is therefore still very tight and
strong demand pressures remain in the overall economy,
although there are signs that economic activity has begun to slow
down.

The long-term inflation outlook is broadly unchanged, even
though the short-term outlook has improved since May.
Furthermore, long-term inflation expectations are well above
target, and the risk remains that inflation will become entrenched.

In light of this, it is necessary to tighten the monetary stance still
further. It is particularly important to prevent a wage-price spiral.
Indicators imply that the effects of recent interest rate hikes are
coming more clearly to the fore, and near-term monetary policy
will be determined by developments in economic activity,
inflation, and inflation expectations.

Monetary Policy Committee Report to Parliament



Statement of the Monetary Policy Committee
4 October 2023

The Monetary Policy Committee (MPC) of the Central Bank of
Iceland has decided to keep the Bank’s interest rates unchanged.
The Bank's key interest rate — the rate on seven-day term deposits
— will therefore remain 9.25%.

On the whole, economic developments have been consistent with
the assessment made by the MPC at its last meeting. Inflation has
risen again, measuring 8% in September. Inflation excluding
housing has risen as well, but underlying inflation has tapered off
slightly. There are signs that price increases are somewhat less
frequent than before, and less widespread. Inflation expectations
are still too high but have fallen by some measures.

GDP growth measured 5.8% in H1/2023 but was just over 7% in
2022. Economic activity has therefore lost pace, and indicators
imply that growth in domestic demand has eased even further in
Q3. On the other hand, the labour market and the economy as a
whole remain relatively tight. The Bank's real rate has risen in 2023
to date, however, and the impact of policy rate hikes has started
to come more clearly to the fore.

At this point in time, there is some uncertainty about economic
developments and about whether the current monetary stance is
sufficient. The MPC has therefore decided to await further
developments, as the Bank’'s new macroeconomic and inflation
forecast will be available at its next meeting. Near-term monetary
policy will be determined by developments in economic activity,
inflation, and inflation expectations.
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Statement of the Monetary Policy Committee
22 November 2023

The Monetary Policy Committee (MPC) of the Central Bank of
Iceland has decided to keep the Bank’s interest rates unchanged.
The Bank's key interest rate — the rate on seven-day term deposits
— will therefore remain 9.25%.

Inflation fell slightly between months and measured 7.9% in
October. Underlying inflation has subsided as well. Indicators
continue to suggest a slowdown in private consumption and
investment.

According to the Central Bank's new forecast, however, the
inflation outlook has deteriorated. The output gap has been
larger than previously anticipated, and the krona has depreciated.
Inflation expectations have also remained high, and it appears
that cost increases have a stronger and more persistent impact
on inflation than they did previously.

Although the effects of recent interest rate hikes are coming more
clearly to the fore, the poorer inflation outlook suggests that it
may prove necessary to tighten the monetary stance still further.
In spite of this, the MPC has decided to keep the key interest rate
unchanged, owing to uncertainty about the economic impact of
seismic activity on the Reykjanes peninsula. As before, near-term
monetary policy formulation will be determined by developments
in economic activity, inflation, and inflation expectations.
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
August 2023 (116th meeting)
Published: 6 September 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 21 and 22 August 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 23 August.

| Economic and monetary developments

Before discussing monetary policy decisions, members discussed the domestic financial markets,
financial stability, the outlook for the global economy and Iceland’s international trade, the domestic
economy, and inflation, with emphasis on information that had emerged since the Committee’s last
meeting, on 24 May 2023, as published in the updated forecast in Monetary Bulletin 2023/3 on 23
August.

Financial markets

Since the May meeting, the krona had appreciated by 5.5% 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 had tightened since the May meeting. In
terms of the average of various measures of inflation and inflation expectations, the Bank’s real rate was
2.1%, or 0.6 percentage points higher than just after the announcement of the May interest rate decision.
In terms of twelve-month inflation, it was 1.1% and had risen by 2.1 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 May, but there had been
no turnover in the market since the MPC's last meeting. Yields on long-term nominal Treasury bonds
had risen by 0.2 percentage points since the May meeting, and yields on long-term indexed Treasury
bonds had risen by 0.2-0.3 percentage points. Furthermore, average non-indexed mortgage lending
rates had risen following the rise in the key rate in May, whereas average indexed mortgage rates had
held broadly unchanged.
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In terms of three-month interbank rates, the short-term interest rate differential had widened by 0.3-0.5
percentage points between meetings, to 5.6 percentage points versus the euro area and 3.8 percentage
points versus the US. At the same time, the long-term interest rate differential versus the US had
narrowed by 0.4 percentage points, to 2.5 percentage points, whereas the spread versus Germany had
remained unchanged at 4.2 percentage points. The CDS spread on the Treasury's five-year obligations
in US dollars was 0.8% and had increased slightly between MPC meetings. The spread between the
Treasury's euro-denominated issues and German government bonds narrowed slightly at the same time,
to 1.2-1.4 percentage points.

According to the Central Bank's quarterly market expectations survey, conducted in mid-August 2023,
respondents expected the Bank's key rate to rise to 9% in Q3 and then begin to fall in Q1/2024. They
expected the key rate to be 6% in two years' time, as they had in the May 2023 survey. Survey
participants’ responses on the monetary stance changed markedly between surveys. Most respondents,
or 44%, considered the current monetary stance appropriate, up from 17% in the previous survey. The
share who considered the monetary stance too loose declined from 66% to 30%, and the share who
considered the stance too tight increased from 17% to 26%.

Financial institutions’ analysts expected the MPC to raise the Bank’s interest rates by either 0.25
percentage points or 0.5 percentage points, citing indicators implying that private consumption had
begun to contract in Q2, the housing market had cooled more than anticipated, and inflation had fallen
relatively quickly in the recent term. As a result, it would not be necessary to raise rates as much as in
the first half of the year. On the other hand, the fall in inflation during the summer had been due partly
to base effects, in line with expectations, while the labour market was still fairly tight and the next wage
negotiations were due to begin soon. Furthermore, long-term inflation expectations were largely
unchanged since the MPC's last meeting, and somewhat above the Bank's inflation target, which
supported a larger interest rate hike.

Annual growth in M3 averaged about 82% in H1/2023. Growth in household deposits had gained pace,
whereas corporate deposit growth had eased. Year-on-year growth in credit system lending to
households had lost pace, even though price indexation on indexed loans had increased. Household
lending had grown by 7%2% in Q2, as compared with an average of nearly 10% in 2022. Year-on-year
growth in the corporate loan stock had also begun to subside, to 11.9% in June. According to the Bank’s
lending survey from August, the banks expected household demand for credit to remain unchanged in
the next six months; however, they expected a small increase in demand for corporate loans. They
projected a slight increase in the supply of residential mortgages but expected the supply of other loans
to remain unchanged.

The Nasdag OMXI10 index had risen by 5.4% between meetings. Turnover in the Main Market totalled
467 b.kr. in the first seven months of 2023, some 26% less than over the same period in 2022. The
difference between years is due largely 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) July forecast, global GDP growth is projected to
shrink from 3.5% in 2022 to 3% in 2023. Although this is somewhat above the IMF's April forecast, it is
well below the average of recent decades. As in the Fund's April forecast, GDP growth is also expected
to measure 3% in 2024. According to the forecast, growth will subside particularly in advanced
economies, falling from 2.7% in 2022 to 1.5% in 2023 and 1.4% in 2024. Although the supply side of the
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global economy has largely normalised, other factors have impeded global economic activity. Factors
that weigh heavily are the recent surge in inflation, which has eroded real disposable income, and the
effects of continuing central bank policy rate hikes. The IMF therefore projects that global inflation will
fall from 8.7% in 2022 to 6.8% in 2023 and an average of 5.2% in 2024. Underlying inflation will fall more
slowly, however, according to the Fund, and has been revised upwards for 2024. Uncertainty about the
global GDP growth forecast is still considered concentrated on the downside.

According to preliminary figures from Statistics Iceland, the goods account deficit totalled 78.5 b.kr. in
Q2/2023 and 124.5 b.kr.in H1, as compared to a deficit of 56 b.kr. at constant exchange rates in H1/2022.
Export values contracted by just over 7% year-on-year at constant exchange rates, as the value of most
categories of exports contracted between years. The largest downward impact stemmed from the value
of industrial goods, mainly aluminium, owing to a reduction in prices between years. At the same time,
the value of goods imports increased by nearly 6% at constant exchange rates, driven mainly by
investment goods and transport equipment.

Global aluminium prices fell by 3.3% after the MPC's May meeting, to around 2,100 US dollars per tonne.
This is 13% lower than in August 2022. Preliminary figures from Statistics Iceland indicate that foreign
currency prices of marine products fell by just over 1% quarter-on-quarter in Q2/2023 but were around
10% higher in H1 than in H1/2022. The global price of Brent crude rose by 9.4% between MPC meetings,
to 84 US dollars per barrel by the time of the August meeting. This is 13% lower than in August 2022,
however. On the other hand, other commodity prices have fallen since the May meeting.

The real exchange rate in terms of relative consumer prices rose by 1.65% month-on-month in July,
when it was 10.2% above its 25-year average and 0.75% higher than in December 2019. In the first seven
months of 2023, it was down by 1.6% compared with the same period in 2022, as the nominal exchange
rate of the krona was 4.4% lower and inflation in Iceland was 3.1 percentage points above the trading
partner average.

Domestic economy and inflation

According to preliminary figures published by Statistics Iceland in late May, GDP grew by 7% year-on-
year in Q1/2023, slightly less than was forecast in the May Monetary Bulletin. Strong household demand
and favourable external trade were the main drivers of growth during the quarter. Domestic demand
grew by 4.5%, and its subcomponents were weaker than projected in the last forecast.

Indicators suggest that household spending contracted in Q2, and it appears that private consumption
subsided more quickly than was assumed in May. In addition, households appear to have grown more
pessimistic, which may have prompted more precautionary saving and dampened appetite for spending,
as can be seen in data on domestic payment card use.

According to the results of Gallup’s summer survey, conducted in May and June among Iceland’s 400
largest firms, respondents’ assessment of the current economic situation was slightly more negative than
in the spring survey. Their expectations six months ahead were also more negative, as 37% of executives
expected the economic situation to deteriorate in six months' time, a slightly larger share than in the
spring. Roughly a fifth of executives expected economic conditions to improve in the next six months.
Executives were slightly more pessimistic about domestic and foreign demand than in the spring survey.

Seasonally adjusted survey results indicated that the balance of opinion on staffing was 12 percentage
points in favour of those planning to recruit in the next six months. The balance of opinion narrowed
between surveys but was still above its historical average. The shortage of staff is still significant, and
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broadly unchanged between surveys, with around 43% of executives reporting shortages of workers. At
the same time, the share of firms operating at full capacity rose to an all-time high of 62%. The share of
companies operating at full capacity was highest in the construction sector and in miscellaneous
specialised services, while understaffing was most pronounced in construction and in industry and
manufacturing.

According to the Statistics Iceland labour force survey (LFS), the number of employed persons increased
by 5.5% year-on-year in Q2, whereas the average work week grew shorter by 0.8%. Thus the total number
of hours worked rose by about 4.6% year-on-year. According to seasonally adjusted LFS results, the
labour participation rate fell marginally between quarters, while the employment rate rose by 0.6
percentage points. Unemployment therefore fell by roughly 1 percentage point between quarters, to
2.8%. Thus it has continued to decline and was down to its autumn 2017 level. Seasonally adjusted
unemployment according to the Directorate of Labour was slightly higher, or 3% in Q2.

Iceland’s population grew by 3.4% year-on-year in Q2/2023. In H1, net migration was positive by 5,500,
which represents an increase relative to H1/2022, when immigrants outnumbered emigrants by 4,520.

In Q2, the general wage index rose by 3.1% between quarters and by 10% year-on-year. The year-on-
year rise grew by just over 1 percentage point relative to the previous quarter, when new wage
agreements between large worker federations, on the one hand, and State and municipal employees,
on the other, entered into effect. Real wages increased by only 0.5% between years in Q2, however.

Statistics Iceland’s nationwide house price index, published at the end of July, fell by 1% month-on-
month when adjusted for seasonality but rose by 3.8% year-on-year. The capital area house price index,
calculated by the Housing and Construction Authority, fell by 0.5% month-on-month in July when
adjusted for seasonality, but rose by 0.8% year-on-year. The number of purchase agreements registered
nationwide fell by 26.3% year-on-year in the first seven months of 2023, and the number of contracts
for new construction declined by 41% over the same period. The average time-to-sale in the capital area
was 6.3 months in July, considerably more than the July 2022 figure of 1.5 months, and the number of
homes for sale has increased markedly in recent months.

The CPI rose by 0.03% month-on-month in July, and twelve-month inflation measured 7.6%. It has fallen
in the recent term, partly because of strong base effects due to substantial price increases in July 2022,
which have now dropped out of the twelve-month measurement. Inflation excluding housing declined
as well, to 7.1% in July. Underlying inflation was 6.7% according to the average of various measures and
has fallen by 0.8 percentage points from its April 2023 peak.

The decline in owner-occupied housing costs had a strong downward impact on the CPI in July. Housing
market prices fell between months, both in greater Reykjavik and in regional Iceland. The cost of owner-
occupied housing has risen by about 9.6% in the past twelve months, whereas the year-on-year increase
peaked at 22.4% in July 2022. The effects of summer sales were about the same as in 2022 but remain
more modest than they generally were before the pandemic. International airfares and hotel and
restaurant prices rose between months, as is typical at this time of year. Food prices continued to rise
and are now 12.4% higher than they were a year ago.

According to Gallup’s summer surveys, households' two-year inflation expectations rose to 7%, while
their long-term inflation expectations were unchanged at 6%. On the other hand, businesses’ long-term
inflation expectations increased to an average of 5% over the next five years. According to the market
expectations survey taken this August, respondents expect inflation to average 4% over the next five
years, although their ten-year expectations inched upwards from the May survey, to 3.6%. The long-
term breakeven inflation rate in the bond market has risen as well, and the five-year breakeven rate five
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years ahead was 3.6% in mid-August, whereas it had fallen to around 3% in May. The breakeven rate for
periods up to five years has declined, however.

According to the forecast in the Monetary Bulletin issued on 23 August, inflation is expected to be slightly
lower in the near term than was forecast in May. Inflation has eased recently. In July it fell to 7.6%, the
same level as in May 2022. However, the disinflation in July is due in large part to strong base effects, as
substantial price hikes a year earlier have now dropped out of twelve-month measurements. The impact
of imported inflation has diminished, partly because of the recent appreciation of the kréna, whereas
domestic price hikes have been more persistent. The general wage index rose by 10% year-on-year in
Q2, and the price of groceries and private services has kept climbing. Furthermore, medium- and long-
term inflation expectations are broadly unchanged, although inflation fell more than expected in July.
Thus the long-term inflation outlook has changed little since May.

GDP growth has eased in Iceland’s main trading partner countries, albeit less than was assumed in the
Bank’'s May forecast. Nevertheless, the outlook is for weak output growth in 2023 and 2024 — about 1%
per year. Falling energy prices have lowered headline inflation in advanced economies, but underlying
inflation has proven far more persistent despite steep interest rate hikes implemented by major central
banks.

Preliminary figures from Statistics Iceland indicate that Iceland’'s GDP growth measured 7% in Q1/2023,
owing mainly to strong growth in private consumption and exports, plus an increase in inventories
during the quarter. Although GDP growth was above the 2022 average, it fell short of the May forecast.
The Bank had expected private consumption growth to be even stronger, and investment — especially in
residential construction and energy-intensive industry — proved far weaker than projected. Indicators
imply that domestic demand growth softened still further in Q2/2023. Because of weaker growth in H1,
GDP growth is now forecast at 3.5% for 2023 as a whole, well below the 4.8% forecast in May. The GDP
growth outlook for the next two years is broadly unchanged, however.

Total hours worked increased somewhat in Q2, and unemployment continued to fall, averaging 2.8% in
Q2, its lowest since autumn 2017. Although job vacancies have declined in number recently, there are
still clear signs that the labour market is quite tight. The baseline forecast assumes, however, that
unemployment will gradually inch upwards to a level consistent with a balanced economy and price
stability.

Although the supply side of the global economy appears largely to have normalised after the shocks of
the past few years, there is still considerable uncertainty about the global economic outlook and about
how costly it will be to re-establish price stability in major advanced economies. This applies to Iceland
as well, as inflation expectations have apparently become less firmly anchored to the target. As a result,
inflation could prove more persistent than is currently forecast, which would call for a stronger
contraction in domestic economic activity to bring it under control again.

Il Decisions on the Bank’s monetary policy instruments

The MPC discussed the monetary stance in view of economic developments and the increase in the
Bank’s real rate since the May meeting. Members discussed whether the monetary stance was
appropriate in view of the inflation outlook, as the Committee had decided at its May meeting to raise
interest rates still further. At that time, the inflation outlook had continued to deteriorate, long-term
inflation expectations had risen, and economic activity was stronger than previously anticipated.
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Committee members noted that inflation had eased in the recent past, measuring 7.6% in July. It
emerged that the contribution of the housing component to inflation had diminished, global price hikes
had subsided, and the krona had appreciated. Members also discussed that domestic price increases
had proven persistent and remained widespread. Underlying inflation had therefore fallen more slowly
than headline inflation, to 6.7% in July.

The MPC noted that GDP growth had measured 7% in Q1/2023 and that unemployment had continued
to fall. The Committee was of the view that the labour market was therefore still very tight and strong
demand pressures remained in the overall economy, although there were signs that economic activity
had begun to slow down.

Members noted that the long-term inflation outlook was broadly unchanged, even though the short-
term outlook had improved since May. Furthermore, long-term inflation expectations were well above
target, and therefore the risk remained that inflation would prove persistent.

Committee members agreed that the effects of interest rate hikes were coming more strongly to the
fore, as could be seen in developments in private consumption and investment. It was pointed out,
however, that based on experience, the first national accounts estimates would probably be revised
upwards. It also emerged that the krona had appreciated recently, and imported inflation should
therefore taper off, all else being equal. It was uncertain, however, how much of the appreciation would
pass through to the price level while inflation remained as demand-driven as it indeed was.

The Committee’s discussion centred mainly on how much to raise the key rate after having raised it by
1.25 percentage points at the last meeting in May. The main arguments expressed in favour of a larger
rate hike were that the labour market remained very tight, a large share of firms were operating at full
capacity, and unemployment was low and had fallen between meetings. Few clear indications were
present of a turnaround in the labour market. The MPC agreed that the recent large wage increases,
together with other factors, had driven domestic demand. It was noted that medium- and long-term
inflation expectations had been broadly unchanged in the recent term, even though inflation had fallen
and the short-term inflation outlook had improved. Committee members were of the view that it was
cause for considerable concern that inflation expectations were well above target and appeared less
anchored to the target. This could lead to too little resistance against cost increases being passed
through to prices, as well as to higher wage demands in the upcoming negotiations. This could in turn
lead to a wage-price spiral and persistent inflation. The economy was still quite strong, albeit less so
than had been forecast. It was positive that inflation had subsided somewhat recently, although a large
share of the disinflation had been due to base effects, as had been expected. The long-term inflation
outlook was broadly unchanged since May, and the risk remained that inflation would continue to be
persistent. Given these factors and the outlook for disinflation to remain slow, the Central Bank's real
rate would probably have to be somewhat above the equilibrium real rate and would have to remain
high for a longer period. It was pointed out that, although the monetary stance had tightened between
meetings, it was not clear that it had tightened enough to bring inflation under control. In light of the
demand pressures present in the economy, it would be riskier for the monetary stance to remain too
loose than too tight.

The main arguments expressed in favour of taking a smaller step, or even keeping rates unchanged, was
that the effects of interest rate hikes were coming more strongly to the fore, and growth in the economy
appeared to have lost pace compared to assumptions in previous forecasts. A number of factors
contributed to weaker inflationary pressures, including the appreciation of the kréna, which had yet to
pass through to the price level. Housing market activity had continued to subside, and the outlook was
for a slowdown in private consumption in Q2. Moreover, mortgage interest rate reviews had already
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begun for some households, and these borrowers would be faced with a rising debt service burden.
Furthermore, deposit interest rates had risen somewhat, which should encourage an increase in saving.
Both of these factors should dampen household demand. It was therefore possible that a large rate hike
would not be needed to push the real rate higher.

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 9.25%, the current
account rate 9%, the seven-day collateralised lending rate 10%, and the overnight lending rate 11%.
Asgeir Jonsson, Rannveig Sigurdardéttir, Asgerdur Osk Pétursdéttir, and Herdis Steingrimsdéttir voted
in favour of the proposal. Gunnar Jakobsson voted against the Governor's proposal and wanted to raise
rates by 0.25 percentage points. He pointed out that the impact of the most recent rate hikes might be
underestimated, as interest rates had risen sharply in the recent past and their effects had yet to come
fully to the fore. He stressed that the real rate had increased steadily and the monetary stance had
tightened in the past year. Therefore, the odds were that large rate increases would not be needed in
order to tighten the monetary stance still further.

Committee members agreed that, in view of circumstances, it was now necessary to tighten the monetary
stance still further. They considered it particularly important to prevent a wage-price spiral. In the MPC's
opinion, indicators implied that the effects of recent interest rate hikes were coming more clearly to the
fore and that near-term monetary policy would be determined by developments in economic activity,
inflation, and inflation expectations.

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

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 4 October 2023.
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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 2-4 October 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 4 October.

| Economic and monetary developments

Before turning to monetary policy decisions, members discussed the domestic financial markets,
financial stability, the outlook for the global economy and Iceland’s international trade, the domestic
economy, and inflation, with emphasis on information that has emerged since the Committee’s last
meeting, on 23 August 2023.

Financial markets

Since the August meeting, the kréna had depreciated by 2.1% 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 tightened since the August meeting. In
terms of the average of various measures of inflation and one-year inflation expectations, the Bank's real
rate was 2.9%, or 0.3 percentage points higher than just after the announcement of the August interest
rate decision. In terms of twelve-month inflation, however, it was 1.2% and had fallen by 0.3 percentage
points over the same period.

Interest rates on unsecured overnight loans (the Icelandic kréna overnight rate, or IKON) and rates in
the interbank market for krénur rose in line with the increase in the key rate in August, but there had
been no turnover in the market since the MPC's last meeting. Yields on long-term nominal Treasury
bonds had risen by 0.6-0.8 percentage points since the August meeting, and yields on long-term indexed
Treasury bonds had risen by 0.5-0.6 percentage points. Average non-indexed mortgage lending rates
had risen following the rise in the key rate in August, and average indexed mortgage rates had also risen
marginally. Furthermore, non-indexed rates on savings accounts had risen in line with the increase in
the key rate in August.
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In terms of three-month interbank rates, the short-term interest rate differential had widened by 0.3-0.4
percentage points between meetings, to 6 percentage points versus the euro area and 4.3 percentage
points versus the US. The long-term interest rate spread widened by 0.4-0.5 percentage points between
meetings, to 2.9 percentage points versus the US and 4.7 percentage points versus Germany. Measures
of the risk premium on the Treasury’s foreign obligations were broadly unchanged 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 1.2-1.4 percentage points.

Financial institutions’ analysts expected the MPC to raise the Bank's interest rates by either 0.25
percentage points or 0.5 percentage points, on the grounds that although indicators implied that
domestic demand was easing and the housing market had cooled, inflation had increased again, the
breakeven inflation rate in the bond market had risen, and long-term inflation expectations were still
above target. Furthermore, the labour market was still tight and the real rate would possibly need to be
higher given the demand pressures in the domestic economy.

Year-on-year growth in M3 gained pace strongly in August, measuring 13.3%. Part of the increase is
probably due to payment made for the sale of a domestic biotech firm to foreign buyers. Year-on-year
growth in credit system lending to households has continued to ease, even though indexation on
inflation-linked loans has increased. Household lending growth measured 6.1% in August, as compared
with the H1/2023 average of over 8%. Year-on-year growth in credit system lending to companies has
begun to ease as well, as has net new corporate lending.

The Nasdaq OMXI10 index had fallen by 10.9% between meetings. Turnover in the Main Market totalled
156 b.kr. in Q3/2023, some 31% less than over the same period in 2022.

Global economy and external trade

According to the Organisation for Economic Cooperation and Development's (OECD) September
forecast, the global economy is set to grow by 3% this year. This is 0.3 percentage points more than in
the OECD's June 2023 forecast but below the average of recent decades. Improved prospects for the US
and Japan are a major factor in the forecast, albeit offset by a poorer economic outlook for the eurozone
and China. On the other hand, the OECD expects weaker global output growth in 2024, or 2.7% instead
of the 2.9% provided for in its June forecast. The OECD projects that G20 inflation will fall from 7.8% in
2022 to 6% in 2023, which is slightly below its June forecast. Furthermore, inflation is projected to taper
off to 4.8% in 2024, slightly more than in the June forecast.

According to preliminary figures from Statistics Iceland, the deficit on goods trade measured 200 b.kr.
in the first eight months of 2023, as compared with a deficit of 87 b.kr. at constant exchange rates over
the same period in 2022. The year-on-year increase in the goods account deficit is attributable to an
11.6% contraction year-to-date in goods export values, with a decline in all key categories of exports.
This, in turn, is due to a year-on-year reduction of 23% in the value of manufactured goods, aluminium
products in particular, together with a sizeable contraction in marine product export values, owing to a
downturn in capelin exports. At the same time, the value of imported goods rose by 5% at constant
exchange rates, and growth remains positive in all key subcategories of imports, apart from commodities
and operational inputs. Increased value of imported goods stems mainly from price increases, however,
while volume remains broadly unchanged between years.

Global aluminium prices rose by 5.9% after the MPC's August meeting, to around 2,100 US dollars per
tonne, which is 2% higher than in October 2022 but well below the level seen during the months
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following the invasion of Ukraine. Preliminary figures from Statistics Iceland indicate that foreign
currency prices of marine products fell marginally in August but were up by about 5% year-on-year over
the first eight months of 2023. The global price of Brent crude rose by 8.2% between MPC meetings, to
91 US dollars per barrel at the time of the October meeting. This is about 2.3% below the price in October
2022. On the other hand, other global commodity prices have fallen since the August meeting.

The real exchange rate in terms of relative consumer prices rose by 2% month-on-month in August,
when it was 12.5% above its 25-year average and 2.8% higher than in December 2019. In the first eight
months of 2023, it was down by 0.9% compared with the same period in 2022, as the nominal exchange
rate of the krona was 3.8% lower and inflation in Iceland was 3.1 percentage points above the trading
partner average.

Domestic economy and inflation

According to preliminary figures published by Statistics Iceland at the end of August, GDP growth
measured 4.5% in Q2, outpacing the forecast in the August Monetary Bulletin. The deviation is due
largely to private consumption, which grew marginally instead of contracting as expected, and to a larger
contribution of inventory changes to GDP. Growth in domestic demand weakened somewhat during the
quarter, after growing strongly in the quarters beforehand, and measured 1.4% year-on-year, as
compared with 4% in Q1 and 6.6% in 2022. The contribution of net trade to output growth was positive
by 3.2 percentage points, which was in line with the August forecast and attributable to the tourism-
generated increase in export revenues.

GDP growth measured 5.8% in H1/2023, owing mainly to favourable external trade and an increase in
private consumption and gross capital formation. According to figures from Statistics Iceland, most
subcomponents of domestic demand deviated slightly from the Bank’s August forecast. The deviations
are due in large part to revisions of previously published figures for 2022, as GDP growth for the year
proved stronger than previously estimated. Exports grew by 9% in H1/2023 and imports by 1.6%;
therefore, the contribution from net trade was positive by 3.2 percentage points, in line with the last
forecast.

The main indicators of developments in private consumption in Q3 suggest a slight slowdown in
household demand. Payment card turnover contracted marginally year-on-year in July and August, and
according to the Gallup Consumer Confidence Index, pessimism increased among households in
September, when the index declined between months.

According to the fiscal budget proposal for 2024, the Treasury is expected to show a deficit of 46 b.kr,
or 1% of estimated GDP, which represents an improvement of 5 b.kr. between years. Furthermore, the
Treasury primary balance is projected to be positive in 2024 by 28 b.kr., or 0.6% of GDP, which is a smaller
surplus than is forecast for 2023. This is due in part to high inflation in 2023, which shows earlier on the
revenues side than on the expenditures side. It has emerged that the output gap is projected to narrow
in 2024 and that, in view of this and including the effects of one-off items, the fiscal stance is expected
to tighten by 0.3% of GDP during the year.

According to the results of Gallup’s autumn survey, conducted in August and September among
Iceland’s 400 largest firms, respondents’ assessment of the current economic situation was somewhat
more positive than in the summer survey. Their expectations six months ahead were also more positive,
as nearly 28% of executives expected the economic situation to improve in six months’ time, a somewhat
larger share than in the summer. About 45% expected the economic situation to be unchanged over the
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next six months. Nevertheless, executives were somewhat more pessimistic about both domestic and
foreign demand than in the summer survey, particularly those in the financial and insurance sector and
in transport, transit, and tourism.

Prospects for firms' operating performance had improved relative to the spring survey, with nearly one-
third of respondents expecting larger profits in 2023 than in 2022, while 36% expected their profits to
shrink. Executives' expectations about profit margins in the next six months had improved slightly since
the last survey: 28% expected profits to increase, while one-third expected them to decline. The outlook
for investment during the year had improved significantly between surveys, as one-fifth of executives
expected investment to be stronger than in 2022, whereas 55% expected no change year-on-year.

According to the seasonally adjusted survey results, labour demand remains robust, although it has
begun to ease. The share of firms planning to recruit workers net of those planning to downsize was
therefore positive by 16 percentage points. This difference has been broadly unchanged in 2023 to date,
although it was 12 percentage points smaller than at the same time in 2022. Nevertheless, it was still
somewhat above its historical average. Similarly, firms’ staffing problems eased, even though a majority
of them are still operating at full capacity. About 36% of executives considered themselves short-staffed,
which is 7 percentage points lower than in the previous survey but still above the historical average. On
the other hand, 58% of respondents were of the view that their firms would have difficulty responding
to an unexpected increase in demand. This share has been at or close to its historical average in 2023 to
date. The survey indicates persistent capacity constraints in most sectors of the economy, apart from
transport, transit, and tourism.

The wage index rose by 0.3% month-on-month in August and by 10.8% year-on-year. Real wages were
2.8% higher during the month than at the same time in 2022.

Statistics Iceland’s nationwide house price index, published in September, rose by 0.2% month-on-
month when adjusted for seasonality, and by 2.3% year-on-year. The capital area house price index,
calculated by the Housing and Construction Authority, rose by 0.5% month-on-month in August when
adjusted for seasonality, and by 2% year-on-year. The number of purchase agreements registered
nationwide fell by 22.4% year-on-year in the first eight months of 2023, and the number of contracts for
new construction declined by 36.4% over the same period. The average time-to-sale in the capital area
was 5.5 months in August, considerably more than the August 2022 figure of 1.8 months, and the
number of homes for sale has continued to increase markedly in recent months.

The consumer price index (CPI) rose by 0.35% month-on-month in September, raising twelve-month
inflation to 8%. Inflation excluding housing rose as well, to 7.7%. Underlying inflation was 6.5% according
to the average of various measures. It therefore fell marginally between meetings and has fallen by 1
percentage point from its April 2023 peak.

Movements in the CPI in September were due mainly to end-of-sale effects, higher owner-occupied
housing costs, and lower airfares. The overall effects of summer sales on inflation were similar to those
in 2022, as retailers increased prices over and above the impact of the sales. The cost of owner-occupied
housing rose by 0.9% month-on-month, after falling for two months in a row. The increase was due
mainly to higher condominium prices in greater Reykjavik. Food prices also kept rising in September and
are up 12.4% in the past twelve months.

According to Gallup’s autumn survey, businesses’ inflation expectations one and two years ahead
declined, and executives now expect inflation to measure 6% in two years' time. Two-year inflation
expectations remained unchanged at 5%, however. Both households’ and businesses’ long-term inflation
expectations fell between surveys: households expect inflation to average 5% over the next five years,
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and businesses expect it to average 4%. The ten-year breakeven inflation rate in the bond market held
more or less unchanged from the time of the August meeting, measuring 4% at the beginning of
October. The five-year breakeven rate five years ahead had fallen, however, to just below 3.5%.

Il Decisions on the Bank’s monetary policy instruments

The MPC discussed the monetary stance in view of economic developments and the fact that the Bank's
real rate had risen since the August meeting. Members discussed whether the monetary stance was
appropriate in view of the inflation outlook, as the Committee had decided at its August meeting to
raise interest rates still further. At that time, the long-term inflation outlook was broadly unchanged,
although the short-term outlook had improved and the labour market remained tight.

The Committee also discussed monetary policy instruments in general and the experience gained from
applying different instruments in recent years. In this context, the MPC discussed the Bank’s liquidity
management, various market-based measures, the interest rate tool, and the transmission of monetary
policy. Members discussed monetary policy transmission over various periods, as well as the times when
failures had apparently emerged. An assessment of the monetary policy transmission mechanism with
various methods was then presented, and Committee members discussed that the monetary policy
transmission had been effective in the recent term. They also discussed the interactions between
monetary policy and financial stability, and the experience gained in recent years from applying
macroprudential tools in the context of monetary policy instruments.

They noted that on the whole, economic developments had been consistent with the assessment made
by the MPC at its last meeting. As the Committee had expected, inflation had risen again, measuring 8%
in September. It emerged that inflation excluding housing had risen as well, while underlying inflation
had tapered off slightly. Members noted that there were signs that price increases were somewhat less
frequent than before, and less widespread. They also observed that even if inflation expectations were
still too high they had fallen by some measures.

The MPC discussed that GDP had measured 5.8% in H1/2023, as compared with just over 7% in 2022.
Economic activity had therefore lost pace somewhat, and it emerged that indicators implied that growth
in domestic demand had eased even further in Q3. On the other hand, the labour market and the
economy as a whole remained rather tight. The Bank’s real rate had risen in 2023 to date, however, and
Committee members agreed that the impact of policy rate hikes had started to come more clearly to
the fore.

The Committee discussed the possibility of keeping interest rates unchanged or raising them by 0.25 or
0.50 percentage points. The main arguments expressed in favour of keeping rates unchanged were that
growth in economic activity had eased and indicators implied more clearly than before that private
consumption growth had also tapered off. Payment card turnover had continued to shrink year-on-year,
and import growth had abated. It emerged at the meeting that although inflation remained high, it had
receded since the spring and price increases had slowed recently. Underlying inflation in terms of the
average of various measures had also declined marginally since the Committee’s August meeting. It
emerged in the discussion that the task outlined by the Committee in the spring — to raise interest rates
steeply so as to get results sooner — had been achieved. The real rate had risen somewhat recently which
had among other things resulted in the rise of household savings. Furthermore, the effects of higher real
rates had yet to emerge more clearly in the near future. Monetary policy transmission had been
successful, and deposit and lending rates had increased in the recent term. It was pointed out that the
real rates available to companies were somewhat higher than real rates in terms of the average of various
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measures, and that it could be assumed that under current circumstances, the monetary stance was now
sufficient by that measure. It was also noted that it was likely that the monetary stance would continue
to tighten in the coming term due to declining inflation, and therefore it was not clear whether interest
rates needed to be raised further.

The main arguments in favour of raising rates were that the labour market was still tight and that
indicators of reduced economic activity were still weak. According to preliminary national accounts
figures, the output gap appears to have been wider in 2022 and H1/2023 than was anticipated at the
last MPC meeting, perhaps necessitating higher interest rates. As a result, there was considerable
uncertainty about whether the monetary stance was sufficient to bring inflation back to target within an
acceptable time frame. It was also pointed out that there was greater risk in tightening the monetary
stance too little than in tightening it too much, as real rates had only recently turned positive and it
would not take much to push them lower once again. There were few indicators that the monetary stance
was too tight, and therefore some risk entailed in concluding the monetary tightening phase too soon.
In view of this, there were concerns that inflation expectations had become less firmly anchored, which
could mean that the monetary stance would have to be that much tighter. The MPC also discussed that
the krona had depreciated recently, which could be cause for concern if imported inflation should rise
more than it might otherwise. It was pointed out that there was still a strong likelihood of second-round
effects of cost increases on the price level.

It emerged at the meeting that at that point in time, there was some uncertainty about economic
developments and about whether the current monetary stance was sufficient. Indicators implied that
domestic economic activity had begun to ease by some measures, but that by other measures it had
increased. Given that the overall situation had not changed appreciably since the last meeting, it could
be appropriate to await further developments, as the Bank’s new macroeconomic and inflation forecast
would be available by the time of the Committee’s next meeting.

In view of the discussion, the Governor proposed that the Bank's interest rates be held unchanged. The
Bank’s key rate (the seven-day term deposit rate) would be 9.25%, the current account rate 9%, the
seven-day collateralised lending rate 10%, and the overnight lending rate 11%.

Asgeir Jonsson, Rannveig Sigurdardéttir, and Gunnar Jakobsson voted in favour of the proposal.
Asgerdur Osk Pétursdéttir also voted in favour of the proposal but would have preferred to raise rates
by 0.25 percentage points. Herdis Steingrimsdottir voted against the proposal, voting instead to raise
rates by 0.25 percentage points. She was of the opinion that indicators of a slowdown in economic
activity were not convincing enough. She emphasised that demand pressures in the labour market
remained strong and that even though the monetary stance had tightened and the real rate had recently
turned positive, she was concerned that the policy stance was not sufficient to bring inflation back to
target within an acceptable time frame. Asgerdur concurred with these views but nevertheless thought
it was possible to wait and see, as the MPC's next meeting would take place soon and the Bank’s new
macroeconomic forecast would then be available.

In the Committee’'s opinion, near-term monetary policy will be determined by developments in
economic activity, inflation, and inflation expectations.
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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

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 November
2023.
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting
November 2023 (118th meeting)
Published: 6 December 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 20-21 November 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 November.

| Economic and monetary developments

Before discussing monetary policy decisions, members discussed the domestic financial markets,
financial stability, the outlook for the global economy and Iceland’s international trade, the domestic
economy, and inflation, with emphasis on information that has emerged since the Committee’s last
meeting, on 4 October 2023, as published in the new forecast and analysis of uncertainties in Monetary
Bulletin 2023/4 on 22 November.

Financial markets

Since the October meeting, the krona had depreciated by 3.5% 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 7% of total turnover in the foreign exchange market.

In terms of the Central Bank's real rate, the monetary stance had eased slightly since the MPC's October
meeting. In terms of the average of various measures of inflation and inflation expectations, the Bank’s
real rate was 2.7%, or 0.1 percentage points lower than just after the announcement of the October
interest rate decision. In terms of twelve-month inflation, however, it was 1.3% and had risen by 0.1
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 were virtually unchanged between meetings, but there had been no
turnover in the market during the period. Yields on long-term nominal Treasury bonds had fallen by as
much as 0.3 percentage points since the October meeting, and yields on long-term indexed Treasury
bonds had fallen by up to 0.4 percentage points. Furthermore, average rates on non-indexed and
indexed mortgage loans had risen between meetings.
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In terms of three-month interbank rates, the short-term interest rate differential had narrowed by 0.1
percentage points versus the euro between meetings, to 6 percentage points, but was unchanged at 4.3
percentage points versus the US. The long-term interest rate spread widened by 0.1 percentage points
between meetings, to 4.9 percentage points versus Germany and 3 percentage points versus the US.
Measures of the risk premium on the Treasury’s foreign obligations were broadly unchanged 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 1.2-1.3 percentage
points.

According to the Bank's quarterly survey of market agents’ expectations, carried out in early November,
respondents were of the view that the Bank’s key rate had peaked at 9.25% and would start to fall in
Q2/2024. They also expected the key rate to measure 8.25% in one year and 6.25% in two years. This is
a somewhat higher interest rate than they expected in the August survey. Survey participants’ responses
on the monetary stance changed somewhat between surveys. Most participants still considered the
monetary stance appropriate at present, with 60% reporting this opinion, up from 44% in the previous
survey. The share that considered the monetary stance too loose fell between surveys from 30% to 13%,
and around 27% of respondents considered the monetary stance too tight.

Financial institutions’ analysts had projected that the MPC would hold interest rates unchanged, on the
grounds that although inflation was still high and the labour market still tight, uncertainty about the
seismic activity on Reykjanes peninsula would weigh heavier in the decision-making process.

Annual growth in M3 measured 10.4% in September. The pace slowed after a brief increase in August,
which was due in part to the sale of a domestic biotech firm to foreign investors. Twelve-month growth
in credit system lending to households has eased, measuring 6.1% in September. Net new lending to
households has picked up since mid-year, however. Furthermore, year-on-year growth in credit system
lending to companies has lost pace, measuring 7.7% in September after averaging 14% in H1/2023.

The Nasdag OMXI10 index had fallen by 5.6% between meetings. Turnover in the Main Market totalled
624 b.kr. in the first ten months of 2023, some 29% less than over the same period in 2022.

Global economy and external trade

According to the International Monetary Fund's (IMF) October forecast, global GDP growth is projected
to fall from last year's 3.5% to 3% this year and 2.9% in 2024. This is in line with the Fund's recent
forecasts, but well below the twenty-year average. Weaker output growth in 2023 can be attributed in
particular to advanced economies, where growth is projected to fall from 2.6% in 2022 to 1.5% this year
and 1.4% in 2024. Prospects have improved for the US, according to the IMF, but have worsened for the
eurozone and China. In addition, the outlook is for a marked slowdown in world trade, which is expected
to decline more than GDP growth. Prospects for advanced economies’ imports have deteriorated in
particular this year, according to the IMF. The Fund therefore projects that global headline inflation will
fall from 8.7% in 2022 to 6.9% in 2023 and then expected to drop to an average of 5.8% in 2024, reflecting
the impact of monetary tightening by major central banks and lower global commodity prices. Core
inflation will fall more slowly, in the IMF’s opinion, and in most cases headline inflation will not return to
target until 2025.

According to preliminary figures from Statistics Iceland, the deficit on goods trade measured 95.7 b.kr.
in Q3/2023 and 223.7 b.kr. in the first three quarters of the year, as compared with a deficit of 121.8 b.kr.
at constant exchange rates over the first three quarters of 2022. Export values shrank by 11% year-on-
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year at constant exchange rates, with contractions in all key export categories. The year-on-year decline
in values is due both to lower prices in most categories and to a contraction in marine product exports.
At the same time, import values rose by about 2% at constant exchange rates, owing to an increase in
the value of investment goods, consumer goods, and transport equipment, which was offset by a
decrease in the value of fuels and commodities and operational inputs. The year-on-year increase in
imported goods values is due to price hikes, as the volume of imports contracted between years.

The global price of aluminium had risen slightly since the MPC’s October meeting, to 2,200 US dollars
per tonne. Nevertheless, this is nearly 6% lower than in November 2022. Preliminary figures from
Statistics Iceland indicate that foreign currency prices of marine products rose again between quarters
in Q3 and were an average of 7% higher over the first three quarters of 2023 than in the same period of
2022. The global price of Brent crude had fallen by nearly 4% between MPC meetings, to about 82 US
dollars per barrel by the time of the November meeting, some 6% lower than in November 2022. Other
commodity prices had also fallen since the October meeting.

The real exchange rate in terms of relative consumer prices fell by 1.15% month-on-month in October,
when it was 10.5% above its 25-year average and 1% higher than in December 2019. By this measure, it
was unchanged year-on-year during the first ten months of 2023, as the kréna depreciated by just over
3% in nominal terms, while inflation in Iceland was just over 3% above the trading partner average.

Domestic economy and inflation

According to the Statistics Iceland labour force survey (LFS), total hours worked rose by 6.4% year-on-
year in Q3/2023. Job creation measured slightly less than 5.7% year-on-year, and the average work week
grew longer by 0.7%. Growth in jobs and total hours worked during the quarter were affected strongly
by the quarter-on-quarter decline a year earlier. In terms of seasonally adjusted LFS data, job numbers
rose negligibly between quarters, while total hours worked increased by 2%, as did the seasonally
adjusted number of wage-earners according to the pay-as-you-earn (PAYE) register.

Seasonally adjusted LFS data for Q3 show strong labour participation and employment rates. By the
same token, unemployment is low, at 3.3% during the quarter, broadly in line with the H1 average.
Seasonally adjusted registered unemployment is low as well, but it rose slightly between quarters, for
the first time since late 2020. It measured 3.2% in Q3, or 0.1 percentage points more than in the quarter
beforehand, and continued to rise to 3.4% in October.

Iceland’s population grew by 3% year-on-year in Q3. Net inward migration of foreign nationals — the
main driver of job creation in the recent term — was just over 2,400 during the quarter. Increased inflows
of refugees have also explained a fair share of population growth from 2022 onwards. Although
population growth is still strong in historical context, it has eased somewhat in the past two quarters.

The general wage index rose by 1.2% between quarters in Q3, and by 10.8% year-on-year. Real wages
were 2.8% higher in Q3 than in the same quarter of 2022.

Key indicators of private consumption suggest broadly unchanged year-on-year growth between Q2
and Q3. Total payment card turnover continued to shrink between years and the Gallup Consumer
Confidence Index showed that consumer pessimism had risen again, although these were offset by a
minor increase in new motor vehicle registrations. If the Bank's forecast of private consumption in Q3
materialises, households have stepped up their saving again, pushing the saving rate above its pre-
pandemic average once more.
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Statistics Iceland’s nationwide house price index, published at the end of October, rose by 0.3% month-
on-month, after adjusting for seasonality, and by 2% year-on-year. The capital area house price index,
calculated by Registers Iceland, rose by 1.1% month-on-month in October when adjusted for seasonality,
and by 2.9% year-on-year. The number of purchase agreements registered nationwide fell by 15.8%
year-on-year in the first ten months of 2023, and the number of contracts for new construction declined
by 23% over the same period. The average time-to-sale in the capital area was 5.6 months in October,
considerably more than the October 2022 figure of three months, and the number of homes for sale has
continued to increase markedly in recent months.

The CPI rose by 0.6% month-on-month in October, and twelve-month inflation eased marginally, from
8% to 7.9%. Inflation excluding housing declined as well, to 7,3%. Underlying inflation was 6.3%
according to the average of various measures and has fallen steadily from its spring 2023 peak of 7.5%.

Increased owner-occupied housing costs, higher food prices, and higher prices for recreation and
cultural activities were the main drivers of the rise in the CPl in October. Owner-occupied housing costs
rose 2% month-on-month, and the housing component is once again the main contributor to twelve-
month inflation. Year-on-year house price inflation nationwide increased from September, measuring
3.2%. Food prices rose by 1% in October and are up 11.7% in the past twelve months.

According to the Bank's market expectations survey, participants’ one- and two-year inflation
expectations fell marginally, to 5.5% and 4.2%, respectively. As in August, they expected inflation to
average 4% over the next five years, while their ten-year expectations fell slightly, to 3.5%. However, the
breakeven inflation rate in the bond market rose between MPC meetings. The five-year breakeven rate
five years ahead was just under 4% in mid-November, some 0.6 percentage points higher than at the
beginning of October.

According to the forecast published in Monetary Bulletin on 22 November, the near-term inflation
outlook has deteriorated again. Inflation is now projected to measure 7.9% in Q4 and fall to 6.8% in
Q1/2024, which is 1 percentage point above the August forecast. It is also expected to fall more slowly
next year than previously anticipated, to 4.9% at the end of 2024 and an average of 3.6% in 2025. The
poorer outlook is due in part to a larger output gap than was assumed in August; furthermore, the kréna
has depreciated more than was forecast then. There are also signs that cost hikes have a stronger and
more persistent impact on inflation than before.

Global GDP growth has softened due to steep cost hikes and rising household living expenses. As in
August, trading partner GDP growth is forecast at roughly 1% in both 2023 and 2024. Global inflation is
also expected to continue easing. Underlying inflation has fallen less, however, and the outlook is for
policy rates in major advanced economies to remain high.

After Statistics Iceland’s revision, year-2022 GDP growth proved 0.8 percentage points stronger than
previously projected, or 7.2%, in line with the Bank’s February forecast, which was prepared before the
2022 national accounts were available. The revised figures imply as well that the output gap was wider
in 2022 than previously estimated. GDP growth in Iceland measured 5.8% in H1/2023, or 0.4 percentage
points above the Bank's August forecast. Although private consumption growth has eased, domestic
demand has been a major driver of economic activity in 2023. Added to this is favourable external trade,
fuelled by strong growth in tourism. The outlook is for 3.7% GDP growth in 2023 as a whole, up from
3.5% in the August forecast. This represents a sharp decline relative to 2022, although it remains well
above estimated long-term potential output. As in August, GDP growth is expected to continue easing,
to an average of 23%% per year over the next three years; however, it is assumed both that the output
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gap will be wider than was estimated in August and that a small positive output gap will remain at the
end of the forecast horizon.

The supply side of the global economy has largely normalised after recent shocks, and non-energy
commodity prices have fallen. The outlook is ambiguous, however, not least because of the wars in
Ukraine and the Middle East. The resilience of the recovery in major advanced economies and China
remains uncertain as well. Although measured inflation has eased, underlying inflation has proven
stubborn. The inflation outlook is uncertain in Iceland as well, as inflation expectations seem less firmly
anchored to the target and the upcoming wage negotiations could throw the prospect of continued
disinflation into disarray.

Domestic uncertainty has also escalated due to increased seismic activity on the Reykjanes peninsula. If
a large eruption takes place near key infrastructure, the resulting damage could be substantial. The
economy could also be strongly affected by a protracted eruption. A major eruption could have a
profound impact on tourism, other exports, public sector performance, the exchange rate, and inflation.

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 marginally since the October meeting. Members discussed whether the monetary
stance was appropriate in view of the inflation outlook, as the Committee had decided at its October
meeting to hold interest rates unchanged. At that time, economic developments had been consistent
overall with the assessment made by the MPC at its August meeting. Inflation had risen again, while
economic activity had lost pace, and indicators implied that growth in domestic demand had eased even
further in Q3.

The MPC noted that inflation had fallen slightly between months, to 7.9% in October. Underlying
inflation had subsided as well. It came to light that indicators continued to suggest a slowdown in private
consumption and investment.

The Committee discussed the fact that the inflation outlook had nevertheless deteriorated according to
the Bank's forecast. They noted that the output gap had been larger than previously anticipated, and
the kréna had depreciated. Committee members were concerned that inflation expectations remained
high and that cost increases appeared to have a stronger and more persistent impact on inflation than
they had previously.

All members agreed that interest rates should be held unchanged for the time being, owing to
uncertainty about the economic impact of the seismic activity on the Reykjanes peninsula. It emerged in
the discussion that it was highly uncertain how the seismic unrest would affect the economy, especially
Government finances, tourism, and the housing market, and therefore inflation, depending on how the
situation developed. The MPC therefore considered it appropriate to wait and see how matters played
out. It also emerged in the discussion that economic activity had continued to lose pace and that growth
in private consumption and investment had subsided. It was clear that the effects of the previous interest
rate hikes were coming to the fore, the real rate had risen since H1/2023, and consumers were more
pessimistic about the economic outlook. It was pointed out that indexed lending rates had risen as well
in the recent past, in tandem with the rise in the real rate, which could reduce demand for loans, all else
being equal.

On the other hand, the Committee considered it cause for considerable concern that inflation was so
persistent and that the inflation outlook had deteriorated again. The outlook was still for robust GDP
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growth, the output gap was larger than previously estimated, and the labour market remained quite
tight. House prices were still rising, and mortgage lending growth had picked up again. It was pointed
out as well that, even though indicators implied that domestic demand had eased, they were not
unequivocal. Thus it was probable that the monetary stance was not tight enough to bring inflation back
to target within an acceptable time frame. Had it not been for the uncertainty about a possible volcanic
eruption, the need for a tighter stance would therefore have been broadly the same as at the previous
meeting. It was pointed out that given how persistent inflation was, and given the outlook for a slow
disinflation process, there was greater risk that inflation would become entrenched at a level well above
the target. As a consequence, tightening the monetary stance too little was riskier than tightening it too
much. It was pointed out that in view of the poorer inflation outlook, and because economic activity was
still relatively brisk, it would probably have been appropriate to raise interest rates further had it not
been for the uncertainty arising from the Reykjanes situation. In addition, concerns were expressed that
if inflationary pressures should begin mounting again, it could prove necessary to raise interest rates
more, and keep them high for longer, than would otherwise be needed. MPC members also discussed
whether fiscal easing in connection with the seismic activity would possibly push inflation higher in the
future.

In view of the discussion, the Governor proposed that the Bank’s interest rates be held unchanged. The
Bank’s key rate (the seven-day term deposit rate) would be 9.25%, the current account rate 9%, the
seven-day collateralised lending rate 10%, and the overnight lending rate 11%. All Committee members
voted in favour of the proposal.

It emerged at the meeting that although the effects of recent interest rate hikes were coming more
clearly to the fore, the poorer inflation outlook suggested that it could prove necessary to tighten the
monetary stance still further. The Committee was of the opinion that as before, near-term monetary
policy formulation would be determined by developments in economic activity, inflation, and inflation
expectations.

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 Pétursdéttir, 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 7 February 2024.
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Slakar hagvaxtarhorfur i helstu vidskiptalondum

» Afram haegir 4 hagvexti i helstu vidskiptaldndum — pétt hann hafi verid litillega meiri & fyrri hluta arsins en spad var i maf
« Arshagvéxtur kominn nidur i 1,2% 4 F2 ... visbendingar um ad umsvif hafi gefid meira eftir 4 F3 og drshagvoxtur farid undir 1%
* Haegir 4 vexti pjonustuumsvifa og framleidslugreinar gefa enn frekar eftir ... slakar hagvaxtarhorfur i ar og 2024

Hagvéxtur i helstu vidskiptaldndum? PMI-visitdlur fyrir helstu idnriki? Hagvaxtarspa fyrir helstu vidskiptalond
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Spad var minni hagvextii ar i agust en i mai

* Hagvoxtur reyndist minni a F1 en gert var rad fyrir i mai og utlit var fyrir ad hann hefdi gefid meira eftir a F2
e Hagvoxtur fyrir arid i heild var pvi faerdur nidur i 3,5% i 4glstspa (pyngst vogu endurskodun & einkaneyslu og fjarfestingu)
e Horfur fyrir naestu 2 dr voru nanast dbreyttar fra i mai: afram gert rad fyrir um 2%% hagvexti a ari

Hagvoxtur og framlag undirlida 2018-2025* Framleidsluspenna og atvinnuleysi 2018-2025!
Breyting fré fyrra ari (%) % af framleidslugetu % af mannafla
4
P 3
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2 2 3

=2 =
4 2

-6 [/
-5 / A

8 6
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mm Einkaneysla = Samneysla Fjarmunamyndun _ _
; y i o Fr
1. Grun 2025. Brotalina synir spa PM 2023/2
Hi banki islands.
|

Atvinnuleysi minnkar og afram spenna i pjodarbuinu

* Storfum fjolgadi um 5,5% milli dra @ F2 skv. VMK (4,4% skv. skraningargégnum) ... 4,6% fjolgun heildarvinnustunda
e Atvinnuleysi komid nidur i 2,8% a F2 skv. VMK og hefur ekki maelst minna sidan haustid 2017
e Fyrirtaekjum sem skortir starfsfolk faekkar en hlutfallid enn hatt og hlutfall fyrirtaekja sem starfa vid full afkost aldrei haerra

Atvinna og vinnutimi® Atvinnuleysi? Nyting framleidslupatta’
Janudar 2018 - juni 2023 Jandar 2018 - jini 2023 1. arsfj. 2015 - 2. arsfj. 2023
Visitala, 2019 = 100 % Hlutfall fyrirtaekja (%) Stadalfravik
12 70
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8
4B 40 !
6
100 :‘po‘p < 30 0
4
e 20 -1
95
2 10 =2
920 0 0 -3
2018 2019 2020 2021 2022 2023 2018 2019 2020 2021 2022 2023 2015 2016 2017 2018 2019 2020 2021 2022 2023
——Fjoldi starfandi ——Medalvinnustundir = Atvinnuleysi ——skrad atvinnuleysi =——rFyrirtaeki vid hamarksframleidslugetu (v. 4s)
LSRRFAESIE ——Fyrirtzeki sem bua vid skort & starfsfélki (v. ds)
NF-visitalan (h. 4s)
ofu fslands. Fol drinum 16-74 éra. brigg medaltal arstida a talna. 2. Skrad
fyrir nytingu fram 400 steerstu fyrirtakja
gu framleidslupatta sem er dur til svo medaltal hans ef 4 finna  rammagrein 3 { PM
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Mismikil spenna eftir atvinnugreinum

* Hlutfall stjornenda sem t6ldu vera skort a starfsfolki fjolgadi mikid i batanum eftir farséttina — hefur faekkad en er enn um 20

présentum yfir sogulegu medaltali
¢ Hlutfall peirra sem eiga i vandraedum med ad maeta eftirspurn var 62% i juni og hefur aldrei maelst haerra

Fyrirtaeki sem telja ad skortur sé & starfsfélki’

Hlutfall fyrirtaekja (%)

Fiérmala- og tryggi

Byggingastarfsemi og veitur <

Vmis sérhzefd bjénusta

6l yrirtaeki

", 16nadur og framleidsla

allup, S

Desember 2019

idréttar tolur

dlabanki Islands.

Verslun

_sjavaritvegur

Samgongur, flutningar og
ferBabjénusta

——September 2022 —Juni 2023

Verdbolga
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Fyrirtaeki med starfsemi naerri eda umfram hamarksframleidslugetu’

Hlutfall fyrirteekja (%)

Ymis sérhaf6 pjonusta .~

Fidrmala- og tryggingastarfsemi

Byggingastarfsemi og veitur

Desember 2019

Ol fyrirteeki
1001

" s f
D ", I8nadur og framleidsla

Verslun

> sjavaritvegur

Samgéngur, flutningar og
ferdapjénusta

—September 2022

—Juni 2023
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Verdbdlga tekin ad hjadna - en er enn of mikil

e Verdbodlga minnkadi Ur 8,9% i juni i 7,6% i juli— en jokst litilega i 7,7% i agust - grunnahrif hafa ahrif
e Undirliggjandi verdbdlga minnkadi einnig — en haegar ... komin i 6,4% ad medaltali og flestir maelikvardar syna apekkt mat
e Verdbolga an hisnaedis jokst ur 7,1% i julii 7,6% i agust

Verdbdlga a8 ymsa maelikvarda
Januar 2019 - agust 2023

Mzld og undirliggjandi verdbdlgat

Jantar 2019 - dgust 2023

12 ménada breyting (%)

12 ménada breyting (%)
12 12
10 0
F RN
8
6
6
4
N B
2 N
o 2
jan.19  jal.19 jan.20 jal.20 jan.21 jal.21 jan.22 jil.22 jan.23  jal.23
2 o . - - - - :
jan.19  jal.19 jan.20 jdl.20 jan.21 jil.21 jan.22 jQl.22  jan.23  jal.23
—VNV  ——VNV 4n hisnadis d isi i —VNV  —Kippt medaltal Vegié midgildi Saltal
Bil haesta o laegsta mats & undirliggjandi verdbolgu
1 (4hrif 6beinna skatt flukenndra matvérulida, bensins, opinberrar bjénustu og raunvaxtakostnadar hiisnadislana eru undanskilin) og télfraedilegum malikvéroum (vegi

iginlegur pattur visitdlu n

ds)

Verd a voru og pjonustu haekkar afram

e Husnadisverd leekkadi milli manada i agust og framlag husnaedis til arsverdbdlgu minnkar afram
* Haegt hefur a innfluttum verdhaekkunum en baetti i agust einkum vegna grunnahrifa tengt bensinverdi
e ...innlendar ver8hakkanir eru pé afram praldtar — pott hlutfall véruflokka sem haekka meira en 10% sé tekid ad laeekka

Verd & voru Verd & pjonustu

Dreifing verdhaekkana
Jantar 2019 - dgust 2023 Jandar 2019 - dgust 2023

Jandar 2018 - dglist 2023

12 ménada breyting (%) 12 ménada breyting (%) Vegin hlutdeild drshaekkana undirflokka VNV
10

2006 ey =
9
12
8 80%
10 7
60%
i 6
5
6 4 20%
i A 3
\/\/\ 2 20%
!
VA 1
o - . . . . 0 0%
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023 2018 2018 2020 2021 2022 2023
véruralls véruralls ——Dagvara —Almenn bjénusta —Opinber pjénusta EMinnaen2,5% ®2,5-5% #510% M Meiraen10%
Korfu VNV flokkad eftir drshaekkun
ofa fslands, Sedlabanki fslands
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Mald verdbdlga hjadnar hratt i vidskiptalondum

* Frambodshlid heimshagkerfisins hefur lagast og verd helstu hravara an orkugjafa laekkad ... en oliuverd haekkar aftur
¢ Meeld verdbdlga i helstu vidskiptalondum hefur minnkad hratt vegna mikillar lekkunar orku- og matvaelaverds undanfarid ...
e ...en undirliggjandi verdbdlga minnkar litid vegna prélatra haekkana pjonustuverds

Alpjédlegt hravéru- og orkuverd* Verdbolga i helstu vidskiptaldndum? Verdbdlga i helstu vidskiptalondum?
Januar 2019 - agust 2023 Januar 2019 - jali 2023 Januar 2019 - juli 2023
Visitala, jan. 2020 = 100 EUR 4 megavattstund 12 manada breyting (%) 12 manada breyting (%)
200 480 10 16
180 420 9 14
8
160 360 12
7
140 300 6 10
120 240 5 8
100 180 & 6
3
80 120 4 \
2
i N B ' V:,.—\/\_\/\/
0 : - ! : 0 0 0
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023 2019 2020 2021 2022 2023
—Verd 4 oliu & heimsmarkadi (v. 4s) - )
—Maeld =——Undirliggjandi =—Matveeli =——\Srur bjénusta
——Hrévara &n orkugjafa (v. 4s)
Verd 4 jardgasi { Evrpu (h. ds)
1. Brer d synir timabilid fr an orkuverds og matvaelaverds, nema i Noregi (an ork

vid fasta vexti). 3. V rd én a

bankinn, Refinitive Datastream, Sedlabanki Islands.

Gengi ISK haekkar og innflutt verdbdlga minnkar

* Haegt hefur verulega 4 hakkun innflutningsverds i erlendum gjaldmidlum i takt vid préun atflutningsverds helstu vidskiptalanda
e Pessu til vidbdtar hafdi gengi kronunnar haekkad um 5%% fra pvi i mai og 6%% fra pvi i byrjun ars ...
e .. sem atti ad haegja enn frekar & hakkun innflutningsverds i kronum — og jafnvel leida til verdlaekkunar pegar lida tekur 4 arid

Innflutt verdbélgat Gengi krénunnar? Innflutningsverd?
1. arsfj. 2019 - 3. arsfj. 2023 2. januar 2018 - 18. agust 2023 1. arsfj. 2019 - 3. arsfj. 2023
Breyting fra fyrra ari (%) Visitala Breyting fra fyrra ari (%)
220 25
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10 - . . . . 140 10 . : : :
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—Utflutningsverd helstu vidskiptalanda —Vidskiptavegin gengisvisitala . Gengisvisitala
o i i erlendum gj

Innflutningsverd i krénum

3 innflutnings vé
s fyrir 2

onustu i erlendum gjaldmidlum midad vid vids isitolu. Grunnspd Sedlabankans fyrir 2. og 3. arsfj. 2023. 2. Verd

b
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Husnaedisverd hjadnar en pralat laun og ventingar

* Verulega hefur dregid ur arshaekkun hisnadisverds sem nam 0,8% i juli — minnsta arshakkun husnaedisverds i riflega aratug
* Laun halda hins vegar afram ad haekka hratt og nam arshakkun launavisitolu 10% & F2 — raunlaun haekka a ny milli ara ...
* .. og verdbdlguvaentingar til langs tima hafa litid laekkad og jafnvel haekkad sé t.d. litid til 5/5-ara verdbdlgualags

Husnzedisverd* Laun Langtimaverdbdlguveentingar & markadi?
Jantar 2018 - juli 2023 1. arsfj. 2018 - 2. arsfj. 2023
12 manada breyting (%) Hiutfall (%) Breyting fré fyrra ari (%) Verdbélguvantingar markadsadila (%)
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3 N
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1 : : : T T
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15 30 4
o Verdbslguslag 4 skuldabréfamarkadi (%)
10 20 2 s
; ,J
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2018 2019 2020 2021 2022 2023
—Launavisitala
—Visitala ibadaverds (v. ds) ——Selt yfir auglystu séluverdi (h. ds) . ) —Sdra —104ra —5areftir 5 4r ——Verdbslgumarkmid
——Visitala heildarlauna

Kaupmattur launavisitélu (m.v. VNV)

6lguvaentinga markadsadila samkveemt kénnun

ama
anki fslands.

Betri naerhorfur verdbadlgu en lengri horfur ébreyttar
e Verdbolga var 9,4% & Q2 likt og spad var i mai en hjodnun verdbdlgu i juli var meiri en gert var rad fyrir og neerhorfur batna ...

* ...spad ad verdbdlga hjadnii7,7% a Q3 og i 7,5% 4 Q4 en i maispanni var hun vid 8% ut arid

* Horfur til lengri tima breytast hins vegar litid: spad yfir 4% fram undir lok naesta ars og fer ekki undir 3% fyrr en a fyrri hluta 2026

Verdbdlguspa til skemmri tima? Verdbolguspa og 6vissumat
4, arsfj. 2022 - 4. arsfj. 2023 1. arsfj. 2018 - 3. arsfj. 2026

Breyting fra fyrra ari (%) 43 Breyting fré fyrra ari (%) /-'\rsmeéaltbl Arslok

105 11
2022 % 9,4%
10,0 10 Spa PM
2023/2

8,3
9
9,5 8
7 2023 8,6%
9,0
6
85 5
4 2024 \EESFA
8,0 3 M
7.5 2
1 2025
7.0 T T T T ) [}
4f.22 123 22 3.f.23  4.f.23 2018 2019 2020 2021 2022 2023 2024 2025 2026
——Grunnspa PM 2023/3 ~——DYNIMO-likanid ——PM 2023/3 - =PM 2023/2 = Vergbsélgumarkmid
~=—Medaltal skammtimalikana Bil haesta og legsta mats B 50% likindabil B 75% likindabil 90% likindabil
eildarjafnvaegislikans bankans (DYNIMO) og medaltals 5 télfreedilega metinna bélgulikana sem bankinn notar vid ad gera \mtima verdbélguspar.

a Islands, Sedlabanki ds.
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Peningastefnan

Raunvextir vid jafnvaegisraunvexti

¢ Raunvextir midad vid medaltal mismunandi maelikvarda & verdbdlgu jdkvaedir sidan eftir vaxtahaekkun i mars ...
e ..voru2,5% ilok agust midad vid medaltal mismunandi maelikvarda & verdbdlgu

* .. 0g2,6% midad vid tolf mdnada verdbolgu

e Skammtimavaxtamunur vid utlond hefur aukist hratt @ arinu

Raunvextir Sedlabanakans i kjolfar vaxtadkvardana Skammtimavaxtamunur vid atlénd?®
peningastefnunefndar® 2. jandar 2018 - 1. september 2023
27. jandar 2010 - 31. 4gast 2023
% Présentur
10
8 6
6
5

— N~y

6 1

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

T T T T g T
——Meginvextir Sedlabankans' 2018 2019 2020 2021 2022 2023

——Raunvextir m.v. tolf manada verdbolgu
——Gagnvart Bandarikjunum ——Gagnvart evrusvaedinu

m.v. mi i maelil 4 verdbolgu og verdbélguvantingar?

1. Fram til 21

12 ma

Saltal innlnsvaxta og hdmarksvaxta & innstadubréfum med 28 daga binditima sen
ti 0

ver6bolg gar mar Gila til eir

bundinna innldna fr beim tima. 2. Fram
\

arsfjordungslegri kénnun Sedlabankans. 3. Vaxtamunur midad vid priggja manada millibankavext

briar 2012 er
ns um arsverdbolgu eftir fiéra arsfjorounga

vaentingar heimila til el

einnig m i6

lands, Sedlabanki [s|

eimildir: Gallup, Refinitiv Datastream, Hagstofa [s|
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Haegir a utlanavexti

* Haegt a vexti Gtlan lanakerfisins til heimila fra pvi 4 seinni hluta 2022
* ...0g nu einnig merki um ad tekid sé ad haegja a utlanavexti til fyrirtaekja

Utlan lanakerfis' Utlén lanakerfis til atvinnufyrirtaekja?
Jandar 2017 - juni 2023 Jandar 2019 - jani 2023

Breyting frd fyrra dri (%) Breyting fra fyrra ari (%)
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) B Fiskveidar og idnadur i Byggingageiri
——Heimili ——Fyrirtaeki Utldnastofn Verslin G R M
B bjénusta i Annad
Utlénastofn Utldnastofn 4 fostu gengi

1. Leidrétt fyrir endurflokkun og skuldalzekkunaradgerdum stjorvalda. Eingéngu sjodfélagalan medtalin hja lifeyrissjodum. An Gtlana til innlansstofnanna, fallinna fjarmalafyrirteekja og rikissjods. 2. Stofn Gtlana i erlendum gjaldeyri
er reiknadur midad vid visitslu medalgengis { jini 2023

Heimild: Sedlabanki islands.

Breytt samsetning nyrra lana

* Aukin eftirspurn eftir verdtryggdum ibudaldnum undanfarid ar ...
... pétt raimlega helmingur Utldnastofnsins séu enn éverdtryggd 1an
* Teeplega 70% utlanastofnsins var verdtryggdur i jandar 2020

Tegund fasteignalanatil neytenda® Tegund nyrra fasteignaldnattil neytenda®
Jandiar 2020 - juni 2023 Jantar 2020 - juni 2023
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B Verdtryggt og breytilegir vextir  Verdtryggt og fastir vextir W Verdtryggt og breytilegir vextir ™ Verdtryggt og fastir vextir
Overdtryggt og breytilegir vextir m Overdtryggt og fastir vextir Overdtryggt og breytilegir vextir  m Overdtryggt og fastir vextir
1. Hlutfallsleg skipting fasteignalana KMB og HMS til neytenda eftir tegundum. Fra égiist 2020 nd tolur einnig tl steerstu lifeyrissjoda
Heimild: Sedlabanki islands
] |
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SEDLABANKI ISLANDS

Peningamalafundur Vidskiptarads

A0 fara eftir leikreglum

Asgeir Jonsson 23. névember 2023

Sedlabankastjori

Ad taka leikinn alvarlega

Su tru ad [slendingar geti stadid jafnfaetis 6drum pjédum — ef peir adeins
taka leikinn ndgu alvarlega — aetti ekki ad vera bundin vid ibrottakappleiki.
[slendingar aettu ad geta buid vid truverduga efnahagsstefnu likt og pekkist
annars stadar d Nordurléndum — ef peir adeins fara eftir leikreglunum.

Asdis Kristjdnsddttir, Asgeir Jonsson og Illugi Gunnarsson. Framtid islenskrar peningastefnu -
Endurmat ¢ ramma peningastefnunnar, forseetisraduneytid 2018.
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Hagvoxtur 4 Islandi ad medaltali meiri en i flestum
bréudum rikjum

Hagvoxtur, visitala 2000=100
200

—island ——Danmork Noregur Svipjod —Finnland
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Laun & [slandi hafa haekkad téluvert umfram pad sem
tidkast t.d. a Nordurléndunum

Laun, breyting milli ara (%)
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Raunlaun hafa aukist meira en i 68rum préudum rikjum og
ekki leekkad ad neinu marki a sidustu 3 arum

L c . . S 4 (o Raunlaun { préudum rikjum 2019-20221
Raunlaun a Islandi, breyting milli ara (%) Breyting fra fyrra ari (%)
15
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5 1
f\f\/’\/\ |
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1.1 jur 4 vinnustund i framleidslu stadvirt med visitdlu neysluverds. Nordurlond (an fslands) synir einfalt medaltal fyrir Danmérku, Finnland, Noreg og Svibjéd. Midgildi 17 Evrépulanda undanskilur Nordurldnd og Bretland
He CD, Sedlabanki Islands.
|

Husnaedisverd hefur haekkad mikid hér a landi

Nafnverd hisnaedis @ Nordurlondunum, visitala (2000 = 100)

700 —island ===Danmork Noregur Svibj6d =Finnland

600
500
400

300

200 /—\

100

T T T T T T T T T T T T T
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Monetary Policy Committee Report to Parliament 49



Eftirspurn eftir husnaedi aukist med innflutningi vinnuafls
og storum argéongum inn a hdsnaedismarkad

Arleg fjlgun folks & aldrinum 25-75 ara

priggja ara hlaupandi medaltal 2020
7390 T,
7.000
6.000
5.000
4.000
Medalfjlgun 2250
3.000

/\/\/\

2.000 M/ \/ AW
1.000

0 L
-1.000
1950 1965 1980 1995 2010 2025
Heimild: Hagstofa fslands.
] |

Nybyggingar hafa ekki haldid i vid eftirspurn

Fjoldi fullbdinna ibuda

Visitala, Jan. 2011 = 100 5.000

170
—Husnaedisverd a moti launum =—Husnaedisverd 4 méti leiguverdi 4.500

Landsbyggdin mmKraginn EReykjavikurborg — Medalfjoldi 1980-2022
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Heimildir: Hagstofa [slands, Husnaedis- og mannvirkjastofnun, Sedlabanki fslands.
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Verdbdlga a Islandi hefur verid 4 svipudu réli og erlendis
—en undirlidirnir a gridarlega mikilli hreyfingu

Arleg verdbélga m.v. samraemda visitélu Verdbolga 4 [slandi og undirlidir, br. milli ara (%)
. 24
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Lanpegaskilyrdin hafa takmarkad skuldsetningu heimila
og haegt a haekkun hidsnaedisverds
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Verdbdlguprystingur minnkad undanfarna manudi

Verdbadlga og verdbolguhradi (%)
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—Arsverdbdlga

——3 ménada verdbdlga & arsgrunni

Vegin arsverdbdlga —Verdbdlgumarkmid
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Idir: Hagstofa fslands, Sedlabanki [slands.

Visbending um ad tekid sé ad haegja a efnahagsumsvifum

Einkaneysla og visbendingar?

Breyting fra fyrra ari (%)

Visitala ——Almenn atvinnuvegafjarfesting
25 ——Einkaneysla (v. as) 200 60 Magnvisitala innfl. fjarfestingarvara
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%ivj) Sjo vordur ad stodugleika

Sjo vordur ad stodugleika i litlu opnu hagkerfi

a Verdbélgumarkmid er grundvollur Oflugt fjarmalaeftirlit er mikilvaegt
hagstjérnar. til ad takmarka dhaettutoku i
fjarmalakerfinu

Sampeett 6skorud abyrgd

Sedlabankans & verdstodugleika, [

fjarmalastodugleika og fjarmalaeftirliti o Stédugleiki & vinnumarkadi er
undirstada verdstodugleika

forsenda efnahagslegs stodugleika

litlu opnu hagkerfi
E : ° Politiskur studningur er naudsynlegur

fyrir peningastefnuna
bjédhagsvarudarteki eru naudsynleg

til ad tryggja Oruggt fjarmalakerfi og
geta stutt vid peningastefnuna

o Stodugleiki greidslujafnadar er
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Fyrsta varda: Verdbodlgumarkmid er grundvollur
hagstjornar — hvad felst i pvi?

a) Stjornvold dkveda ad verdstodugleiki sé adalmarkmiod
peningastefnunnar

b) Sedlabankinn hefur sjalfstaedi til ad beita stjdrntaekjum sinum til pess
ad na markmidi sinu

c) Sedlabankinn tekur abyrgd a framfylgd markmids med sérstakri
aherslu a gagnsai og upplysingagjof til stjérnvalda og almennings

d) Sedlabankinn fylgir peirri stefnureglu ad bregdast vid verdbdlgu med
hakkun & styrivoxtum sem tryggir haekkun raunvaxta

e) Raunvextir hreyfast gegn hagsveiflunni og studla ad beaedi stodugleika
i verdlagi og hagvexti

Onnur varda: Sampaett abyrgd Sedlabankans og gagnsae
akvordunartaka

a) Sedlabanki islands sameinadist Fjarmalaeftirliti arid 2020 og fer ni einn med abyrgd a
verdstodugleika, fjarmalastodugleika og fjarmalaeftirliti

b) Akvardanir um beitingu stjérntaekja bankans eru teknar af premur nefndum, ad hluta
skipadar ytri nefndarménnum sem tryggir gagnseei valddreifingar

c) Su adferdafraedi sem felst i verdbdlgumarkmidi leggur aherslu & gagnsaei og opinbera
abyrgd og fellur mjog vel ad leikreglum lydreaedissamfélags - hefur nu einnig verid uUtfaerd
fyrir hin tvd markmid Sedlabankans

d) Beiting pjédhagsvaridar snyst um ad vardveita fjdrmalastodugleika — en hudn getur
einnig stutt vid peningastefnuna med pvi ad draga ur utlanavexti og skuldsetningu i
efnahagslifinu
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pridja varda: Stodugleiki greidslujafnadar er forsenda
efnahagslegs stodugleika i litlu opnu hagkerfi

Dami um adgerdir sem gripid hefur verid til:
a) Bua yfir nsegum gjaldeyrisforda: hafa ahrif 4 gjaldeyrismarkad med
takmorkudum en stefnumadtandi inngripum

% b) Draga ur getu innlendra adila til ad safna erlendum skammtimaskuldum t.d.

S med reglum um stéduga fjarmoégnun

g

@ | ¢) Takmarka svigram til stodutéku med pvi ad setja takmarkanir &

S afleiduvidskipti innlendra banka med krénur

2]
| |
|

Fjorda varda: Beiting pjodhagsvarudartaekja er naudsynleg
til ad koma i veg fyrir skuldabdlu

. a) Vidhalda hau eiginfjarhlutfalli banka: Naverandi krafa @ KMB er yfir 20% ad
g medtdldum 2,5% sveiflujofnunarauka
©
= | b) Nyta ldnpegaskilyrdi: Takmarka baedi skuldsetningu og greidslubyrdi
>
& heimila
?:% c) Takmarka utlan i erlendum gjaldeyri til fyrirtaekja og heimila sem hafa ekki
tekjur i erlendum gjaldeyri
| |
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Fimmta varda : Oflugt fjarmalaeftirlit parf til pess ad
takmarka dhattutoku og bélumyndun i fjarmalakerfinu

a) Gagnsaei er lykillinn ad trausti almennings 4 eftirliti med fjarmalastarfsemi
- Eftirlitid birtir akvardanir opinberlega

b) Draga parf alyktanir kerfisbundid ut fra gégnum eftirlits: T.d. pegar leggja
barf mat @ aheaettu i starfsemi eftirlitsskyldra adila og likleg ahrif hennar

c) Strangar reglur purfa ad gilda um bdénusgreidslur - par med talid hamark 8
baer

d) Ymsar adrar takmarkanir eru mikilvaegar:

* Ppak a lan til tengdra adila
+ f[tarlegt haefismat framkvamt & stjérnarménnum og stjérnendum
* Aukinn eiginfjarkrafa 16gd 4 ahsettusom ldna til eignarhaldsfélaga

Sjotta varda: Stodugleiki @ vinnumarkadi er undirstada
verdstodugleika

a) A Nordurldndunum eru kjarasamningar almennt midlaegir med patttoku allra
vinnumarkadsfélaga og hins opinbera til pess ad koma i veg fyrir hofrungahlaup

b) Hérlendis rikir ekki satt um hver hlutfallslegur launamunur eigi ad vera milli
Olikra stétta: Tidar deilur & vinnumarkadi par sem verkfallskraftur fremur en
sanngirni reedur nidurstédunni

c) Launahakkanir umfram framleidnivoxt draga ur samkeppnishafi, auka innlenda
eftirspurn og draga ur utflutningi, sem leidir til vidskiptahalla og dhagstaedari
skuldastodu vid utlond, veikingar gengis og efnahags — og fjarmalalegs
Ostodugleika
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Sjounda varda: Peningastefnan parf politiskan
studning

a) Peningastefna getur ekki ordid arangursrik an politisks studnings og
videigandi rikisfjarmalastefnu, a.m.k. ekki til langs tima litid

b) [ kjolfar pess ad island fér i gegnum AGS prégramm & arunum eftir hrun var
rikisfjarmalareglu komid a fot - henni var vikid til hlidar i Covid-faraldrinum
og langan tima hefur tekid ad koma henni aftur a

c) Mestu mali skiptir ad baedi Alpingi og rikisstjorn standi vord um sjalfstaedi
Sedlabankans — og tryggi athafnarymi hans til pess ad verja almannahag
bratt fyrir prysting hagsmunahdpa

Sjo vordur eftir 100 ara tilraunastarfsemi & islandi vid ad
koma a fét traverdugri efnahagsstefnu i litlu opnu hagkerfi

° Verdbélgumarkmid er grundvollur o Oflugt fjarmalaeftirlit er mikilvaegt til
hagstjornar. ad takmarka dhaettutoku i
fjarmalakerfinu
Sampeett 6skorud abyrgd
Sedlabankans & verdstodugleika, [
fjarmalastodugleika og fjarmalaeftirliti o Stédugleiki & vinnumarkadi er
undirstada verdstodugleika

islenskrar hagstjornar.

° Politiskur studningur er naudsynlegur
fyrir peningastefnuna

bjédhagsvarudarteki er grundvollur
peningastefnu til framtidar

o Stodugleiki greidslujafnadar er oxull
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Ad taka leikinn alvarlega -Hvad felst i pvi?

Ad fylgja leikreglum skiptir meira mdli en hvada leikur er valinn. Sérhver
peningastefna hefur kosti og galla. Astaeda pess ad [slendingar hafa frd
fullveldi yfirleitt buid vid ostédugleika og verdbdlgu er ekki su ad peir hafi
dvallt valid sér ranga peningastefnu — eda hafi ekki enn fundid pa stefnu
sem hentar peim. Astaedan er su ad peir hafa ekki fylgt peim leikreglum sem
viokomandi fyrirkomulag hefur krafist hvad vardar beitingu
hagstjornartzekja til ad viohalda efnahagslegum stédugleika.

Asdis Kristjdnsddttir, Asgeir Jonsson og lllugi Gunnarsson. Framtid islenskrar peningastefnu -
Endurmat ¢ ramma peningastefnunnar, Forsaetisraduneytid 2018

Leikreglur og samfélagssattmali

a) Island er famennt en i alpjédlegum samanburdi eru norranu [6ndin einnig
famenn og sum had utflutningi a hravérum

b) Finnland hefur valid ad taka upp evru. Danmork hefur valid einhlida
fastgengid vid evru. Svipjéd og Noregur hafa valid verdbdlgumarkmid

c) Frammistada pessa fjogurra landa hefur verid mjog sambezerileg sama
hvada peningastefnu pau hafa valid

d) Allar Nordurlandapjédirnar fylgja leikreglum peirrar peningastefnu sem pau
hafa valid - Leikreglurnar hafa verid felldar inn i samfélagssattmala pessara
landa

e) betta hafa islendingar enn ekki nad ad leika eftir
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Arangur og stadfesta

a) Islendingar virdast alita ad peir geti buid vid langtum meiri hagvoxt og
launahakkanir en adrar pjodir en samt buid vid somu vexti og verdbodlgu —
bad er ekki mogulegt

b) Nuverandi verdbdlguvandi er gamaldags pensluverdbdlga sem vié hofum
oft gengid i gegnum adur. Hja flestum 6drum pjédum i Evrépu er
vandamalid verra — verdbdlga er rikjandi en litill eda neikvaedur hagvoxtur

c) Med peim stofnanaramma sem hefur verid byggdur upp i kringum beitingu
peningastefnunnar af hdlfu Sedlabankans — atti stefnan ad vera dlika
skilvirk og hja 60rum pjédum med verdbdlgumarkmid

d) Vid munum na arangri — pod adeins ef vid synum stadfestu

A0 taka leikinn alvarlega

,Moérgum heettir vid ad taka [sland eitt sér i allri

veroéldinni og vilja neita ad reynsla annarra landa eigi
par vid.”

J6n Sigurdsson, forseti. Um verzlun d Islandi. Ny Félagsrit, pridji drgangur, 1843.
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Takk fyrir
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Visbending
1. september 2023
29. thl. 41. arg
Hofundur:
Asgerdur Osk Pétursdottir
Lektor i hagfraedi vid Haskélann i Bath

Vaxtaakvéroun og verdbolguhorfur

Peningastefnunefnd dkvad 4 vaxtadkvordunarfundi sinum i dgust 2023 ad haekka vexti um 0,5
présentur. Vid pad haekkudu meginvextir bankans i 9,25%. bétt visbendingar vaeru um ad haegt hafi 4
vexti innlendrar eftirspurnar, sem zetti ad draga ur verdbdlguprystingi, taldi nefndin samt sem adur
naudsynlegt ad herda taumhald peningastefnunnar. Afram er spenna i pjédarbuinu, sérstaklega a
vinnumarkadi og verdbdlguvaentingar eru vel yfir 2,5% verdbdlgumarkmidi Sedlabankans.

Verdbdlguvaentingar

islenska hagkerfid tok fljott vid sér i kjdlfar heimsfaraldursins. Innlend eftirspurn jokst hratt sem
asamt alpjédlegum ahrifum leiddi til aukinnar verdbdlgu & islandi. Med hakkandi
verdbdlgumaelingum jukust baedi skammtima- og langtimaverdbdlguvaentingar.

Kjolfesta verdbdlguvaentinga er jafnan veikari i I6ndum eins og islandi sem hafa ségu um mikla
verdbdlgu. Verdbdlguvaentingar geta pa haekkad hratt pegar verdbdlga eykst. Haekkun
verdbdlguvaentinga getur haft i for med sér launahakkanir umfram langtima framleidnivoxt og ad
fyrirtaeki haekki verd pratt fyrir ad verda ekki fyrir beinum kostnadarauka. Kréftug innlend eftirspurn
og litid atvinnuleysi yta undir pa framvindu. Haar verdbdlguvantingar geta pvi leitt til svokalladra
seinni umferdar ahrifa og afleidingin er meiri verdbdlga, sem ryrir virdi peninga og minnkar kaupmatt
launa. Mikilveegt er fyrir sedlabanka ad bregdast vid pessu dstandi med hakkun vaxta.

par sem Island & sér ségu um mikla verdbolgu, parf Sedlabanki [slands ad bregdast fyrr vid
verdbolguprystingi med pvi ad haekka vexti, haekka vexti meira og halda voxtum a haerra stigi lengur
en sedlabankar i [6ndum sem hafa s6gu um minni verdbdlgu. Til skemmri tima litid geta ahrifin 4
efnahagsumsvif verid meiri en hefdi purft ef kjolfesta verébdlguvaentinga veeri sterk en abatinn atti
ad skila sér i minni verdbodlgu en ella. Til lengri tima litid ma pvi buast vid meiri stodugleika og aukinni
velferd par sem verdbdlga og verdbdlguvantingar eru laegri en annars hefdi verid.

Verdbodlga enn 4 breidum grunni

Nyleg préun visitolu neysluverds synir ad meeld verdbdlga er byrjud ad hjadna. Hun er p6 ennpa vel
yfir verébdlgumarkmidi bankans og haekkanir eru a breidum grunni. Nyjasta maeling sem 13 fyrir vid
vaxtaakvordun synir ad enn haekkar um 80% af neyslukorfu visitolu neysluverds meira en 5% 8 milli
ara. Jakveett er p6 ad hlutfall vara sem hefur haekkad um meira en 10% er tekid ad leekka pott pad
hafi ad mestu gerst med pvi ad hlutur vara sem hakkar a bilinu 5-10% joékst. Haekkanir eru pvi enn of
miklar og almennar til ad samrymast verdbdlgumarkmidi bankans.
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Vid mat 4 verdbdlguprystingi er gagnlegt ad lita til maelinga um undirliggjandi verdbdlgu. b3 er horft
fram hja timabundnum pattum, eins og t.d. ver6haekkunum vegna uppskerubrests eda strids, sem
peningastefnan hefur ekki ahrif 4. Vert er p6 ad nefna ad timabundnir atburdir geta haft ahrif a
almenna verdbdlgu i gegnum seinni umferdar ahrif ef kjolfesta verdbdlguveentinga er brostin.

Undirliggjandi verdbdlga hefur hjadnad haegar en meeld verdbdlga. Samkvaemt medaltali maelinga
var hin 6,7% i juli samanborid vié 7,3% i mai og juni. HUn er pvi enn mikil sem bendir til
verdbdlguprystings i hagkerfinu.

Innlendar verdhaekkanir voru og pjonustu, sem tilkomnar eru vegna kroftugrar innlendrar
eftirspurnar, hafa reynst pralatar og eru enn ad aukast. Hisnaedisverd hefur po laekkad skart
undanfarid og einnig hefur haegt nokkud & innfluttum verdhaekkunum. Fraedin og reynslan syna ad
vaxtahaekkanir eru mikilvaegt tzeki til ad haegja a eftirspurnardrifinni verdbdlgu.

Gengid og innflutt verdbdlga

Vaxtahakkanir geta einnig haft dbein ahrif 4 innflutta verdbdlgu. Vaxtamunur vid Utlond stydur vid
gengi islensku kronunnar. Hvati er fyrir markadsadila ad halda fjarmagni i islenskum krénum pegar
avoxtun eykst & islandi. Pegar gengid styrkist pa verda innfluttar vorur édyrari { krénum talid. Ef litid
er til vidskiptalanda okkar pa hefur haekkun véruverds hjadnad. [ ofanalag hefur orku- og
matvaelaverd laekkad a alpjédavisu. bvi hefur haegt verulega a hakkun innflutningsverds i erlendum
gjaldmidli.

Allt petta leidir til laekkunar innflutningsverds og aetti ad draga ur innfluttri verdbdlgu. bréunin fer p6
eftir pvi hversu vel verdlaekkanir innflytjenda skila sér til neytenda og par med i malda verdbdlgu. Ef
innlend eftirspurn er sterk eru minni likur & ad pessar verdlaekkanir skili sér. Hins vegar zetti haegari
innlend eftirspurn ad auka hvata til ad skila verdlaeekkunum til neytenda. Vaxtahakkunum er einmitt
2tlad ad draga ur eftirspurn og stydja pannig vid pa préun.

Spenna i pjédarbuinu

[ yfirlysingu peningastefnunefndar er bent 4 ad enn sé spenna i pjédarbuinu. Skyrasta birtingarmynd
pessarar spennu er ad atvinnuleysi er mjog lagt og minnkadi milli funda nefndarinnar. Hefur pad ekki
meelst minna sidan haustid 2017. Storfum heldur jafnframt afram ad fjolga sem og
heildarvinnustundum. Téluverd framleidsluspenna er til stadar i hagkerfinu og hlutfall fyrirtaekja sem
starfa vid full afkdst hefur aldrei maelst eins hatt. Til ad manna laus storf hefur purft ad flytja inn
vinnuafl sem eykur innlenda eftirspurn eftir vorum og hisnaedi.

Raunvaxtastig hefur dhrif 4 spennu i pjédarbuinu. | hagkerfi par sem atvinnuleysi er undir
jafnvaegisatvinnuleysi og framleidsla umfram getu, er seskilegt ad raunvextir séu haerri en
jafnvaegisraunvextir til ad draga Ur spennu. Pétt meginvextir Sedlabankans hafi verid haekkadir mikid
a sidustu tveimur drum hefur raunvaxtastig ekki haekkad i takt vid haekkun nafnvaxta. Raunstyrivextir
midad vid medaltal maelinga 4 verdbdlgu og verdbdlguvaentinga hafa verid neikvaedir par til nyverid
vegna mikillar verdbdlgu og hérra verdbdlguvaentinga. Sidasta vaxtahakkun var skref i pvi ad na
askilegu raunvaxtastigi til ad nd tokum a spennunni sem er i hagkerfinu.

Einkaneysla
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Peningastefnunefnd benti & i yfirlysingu sinni ad visbendingar veeru um ad ahrif vaxtahaekkana séu
ad koma skyrar fram. Ein birtingarmynd pess eru visbendingar um ad dregid hafi ur vexti
einkaneyslu. Almennt er samdrattur i utgjoldum til varanlegra vara eitt fyrsta merki pess ad byrjad sé
ad haegja 4 einkaneyslu. betta eru vorur sem endast lengi og neytendur geta haft nytjar af yfir langt
timabil, eins og husgdgn og raf- og heimilstaeki og pvi oftast fyrsti flokkurinn af vérum sem heimili
fresta kaupum a.

Upplysingar ur pjédhagsreikningum og greidslukortveltu i verslunum innanlands benda til samdratts i
utgjoldum 4 varanlegum vorum. Visitala fyrirhugadra stérkaupa heimilanna fer einnig laekkandi. pvi
ma dzetla ad haegja sé tekid a eftirspurn heimilanna i landinu.

Sparnadahlutfoll gefa einnig visbendingar um framvindu einkaneyslu. Sparnadur heimilanna sem
hlutfall af radstofunartekjum jokst gifurlega i heimsfaraldrinum. Notkun & uppséfnudum sparnadi,
asamt miklum launahaekkunum hafa ytt undir innlenda eftirspurn heimila og leitt til
verdbolguprystings. Undanfarid ar hafa heimilin sparad minni hluta af tekjum en pau gerdu a
farsottartimanum og er sparnadarhlutfallid komid undir langtimamedaltal.

Sidustu manudi hefur sparnadur heimila hins vegar aukist. Kann pad ad vera vegna pess ad
varudarsparnadur peirra hefur aukist vegna aukinnar svartsyni peirra. Hins vegar hefur haerra
vaxtastig einnig jakvaed ahrif 4 sparnad par sem peningastefnan hefur midlast vel Gt i innldnsvexti.
Meiri sparnadur heimilanna setti pvi ad haegja a eftirspurn og leida til minni verdbdlguprystings.

Peningastefnan

pétt fleiri merki um ahrif vaxtahaekkana Sedlabankans hefdu komid fram fra fundi
peningastefnunefndar i mai, var pad mat nefndarinnar i dgust ad herda pyrfti taumhald
peningastefnunnar enn frekar, sérstaklega i ljési mikillar spennu @ vinnumarkadi. Leggist allir sem
hafa ahrif 4 eftirspurn og verd a somu sveif til ad draga ur verébdlguprystingi pa eru meiri likur 4 ad
ekki purfi ad koma til frekari vaxtahaekkana og ad vaxtalaekkunarferlid geti hafist fyrr en ella.
Peningastefnunefnd mun pd beita styritaekjum sinum eins og til parf til ad na verdbdlgu i markmid.
Vid mat 4 4framhaldandi taumhaldi peningastefnunnar mun nefndin sem fyrr horfa til gagna og
skoda visbendingar um préun og horfur efnahagsumsvifa og verdbdlguprystings i pjédarbuskapnum.

Fyrirvari:
Hofundur er ytri nefndarmadur i peningastefnunefnd Sedlabanka islands. bzer skodanir og alyktanir
sem koma fram i pessari grein purfa ekki ad endurspegla vidhorf annarra nefndarmanna.
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Visbending
20. oktéber 2023
36. thl. 41. arg
Hofundur:
Asgerdur Osk Pétursdottir
Lektor i hagfraedi vid Haskélann i Bath

Vaxtaakvordun peningastefnunefndar

Peningastefnunefnd dkvad 4 vaxtadakvérdunarfundi sinum i oktéber 2023 ad halda voxtum
Obreyttum i 9,25%. Eins og fram kemur i fundargerdinni pa hefdi ég fremur kosid ad haekka vexti um
0,25 présentur. Ad gefnum peim fyrirvara akvad ég p6 ad stydja tillogu sedlabankastjora um
Obreytta vexti. bratt fyrir ad ég hafi ahyggjur af pvi ad taumhaldid sé ekki naegjanlegt til ad na
verdbdlgu i markmid innan dsaettanlegs tima, pa get ég get séd rok fyrir pvi ad staldra vid par sem
stutt er i naesta fund nefndarinnar en @ honum mun liggja fyrir ny pjédhags- og verdbdlguspa
Sedlabankans med uppfaerdu dvissumati.

{ fundargerdinni eru Gtlistud helstu rok nefndarmanna fyrir baedi dbreyttum véxtum og haekkun
vaxta. Pegar atkveedagreidsla synir ad ekki er einhugur innan nefndarinnar ma setla ad nefndarmenn
leggi mismunandi veegi a pessa peetti.

Raunhagkerfio

Innlend eftirspurn jokst hratt i kjolfar heimsfaraldursins. Samkvaemt nyjustu télum Hagstofunnar
jukust pjodarutgjold um 6,6% i fyrra, drifin afram af kroftugri einkaneyslu og fjarfestingu, og um 4% a
fyrsta arsfjordungi pessa ars. Nokkud drd ur krafti innlendrar eftirspurnar & 66rum arsfjéréungi,
sérstaklega 4 vexti einkaneyslu og jukust pjédarutgjold um 1,4% 4 fjordungnum. Visbendingar eru
um ad enn frekar hafi haegt 4 einkaneyslu 4 pridja arsfjérdungi par sem greidslukortavelta drost
litillega saman & milli ara i juli og agust.

begar eftirspurn eykst umfram pad frambod sem hagkerfid getur framleitt a skilvirkan hatt myndast
verdbdlguprystingur par sem hvati er fyrir fyrirtaeki ad haekka verd. bau bregdast einnig idulega vid
umframeftirspurn med pvi ad rada auka starfsfélk. begar atvinnuleysi er litid getur aukin eftirspurn
eftir starfsfélki leitt til launaprystings, par sem fyrirtaeki purfa ad bjéda haerri laun til ad lada til sin
starfsfélk. Vid mikla umframeftirspurn, og ef launahaekkanirnar eru umfram pad sem samrymist
framleidnivexti, pa getur pad leitt til pess ad fyrirtaeki velti auknum launakostnadi Ut i verdlag sem
veldur enn meiri verdbdlguprystingi.

Verdbolguhorfur og verdbolguvaentingar

Visbendingar sem vid sjadum um ad haegt hafi a vexti efnahagsumsvifa eru jakvaedar fyrir
verdbélguhorfur. Nyjustu télur benda til pess ad dregid hafi ur tidni verdhaekkana og ad paer séu ekki
a jafn breidum grunni og ddur. Hlutfall peirra voruflokka sem haekka i verdi lekkadi a pridja
arsfjordungi. Hlutfall peirra sem hafa haekkad umfram 2,5% & arsgrundvelli laekkadi einnig a pridja
arsfjérdungi. Svipud prdun atti sér hins vegar einnig stad a pridja arsfjérdungi sidasta ars. bvi er of
snemmt ad segja til um hvort pessi préun sé varanleg.
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Verdbodlguvaentingar eru enn of haar til ad samrymast verdbdlgumarkmidi Sedlabankans. Hins vegar
er jakvaett ad langtimaverdbdlguvaentingar fyrirtaekja og heimila laeekkudu fra sidasta fundi
peningastefnunefndar. Ma setla ad skammtimaverdbdlguvantingar peirra séu meira i takt vid maelda
verdbdlgu og muni koma nidur pegar maeld verdbdlga hjadnar meira.

Jafnframt var kynnt fyrir nefndinni mat 3 fraedilegri tulkun verdbdlgudlags 4 skuldabréfamarkadi.
Samkvaemt pvi er verdbdlgudlag nd umfram metnar verdbdlguvaentingar vegna jakvaedrar
verdbdlgudhaettupdknunar. Ma zetla ad hun sé tilkkomin vegna évissu um verdbdlguhorfur, par sem
ahaettufzelinn fjarfestir parf umbun til ad leggja ad jofnu pekkta raunavoxtun verdtryggdra og
Opekkta raunavoxtun overdtryggdra fjarfestingakosta. Eftir pvi sem meiri drangur naest i barattunni
vid verdbodlgu aetti ad draga Ur dvissunni og verdbolgualaginu.

pott visbendingarnar um ad dregid hafi Ur vexti einkaneyslu séu jakvaedar fyrir verébdélguhorfur, pa
veeri dkjosanlegt ad pad keemi skyrar fram i verdbdlgutolum. Samdrattur i dtgjoldum til varanlegra
vara eins og husgagna og rafteekja og til sérvoru eins og fatnadar er oftast fyrsta merki um ad tekid
sé ad haegja 4 eftirspurn heimila. Minni eftirspurn eftir pessum voruflokkum zetti pa ad leida til minni
verdhaekkana og jafnvel verdlaekkana. Ef horft er 4 undirflokka visitdlu neysluverds, sérstaklega
raftaeki og fot, pa endurspeglast visbendingar um haegari eftirspurn og utgjold enn sem komid er ekki
i verdlagspréun.

Spenna i pjédarbuinu

Hins vegar eru 6nnur merki sem benda til ad enn sé téluverd spenna i pjédarbdinu sem ytir undir
verdbdlguprysting. Samkvaemt nidurstédum haustkdonnunar Gallup medal stjérnenda 400 stzerstu
fyrirtaekja landsins kemur fram ad enn starfi meirihluti fyrirtaekja vid full afkost. Ma pvi setla ad pau
fyrirteeki aettu erfitt med ad maeta aukinni eftirspurn og verdbdlguprystingur pvi til stadar. Kbnnunin
synir ad enn eru fleiri fyrirtaeki sem sja fram 4 a0 fjolga starfsfolki heldur en faekka & naestu
manudum. Jakvaett er pé ad hlutfall fyrirtaekja sem bua vid skort a starfsfélki laekkar afram og var
36%, en er po enn vel fyrir ofan sogulegt medaltal.

Enn eru pvi visbendingar um ad téluverd spenna sé a vinnumarkadi. Atvinnuleysi er litid og folki a
vinnufaerum aldri heldur afram ad fjolga, pott haegt hafi @ arstaktinum. Ef mikill voxtur innflutts
vinnuafls heldur afram pa geeti pad ytt enn frekar undir innlenda eftirspurn og skapad prysting a
husnaedismarkadi. Atvinnupatttaka og hlutfall starfandi jokst 4fram a pridja arsfjérdungi og hefur
ekki verid svo hatt fra pvi i mai 2017.

Raunvextir og taumhald peningastefnunnar

pegar kemur ad peningastefnunni pa er pad raunvaxtastig sem hefur ahrif a eftirspurn og spennu i
pbjédarbuinu og segir til um taumhaldid. Raunvaxtastigid hefur ahrif a sparnad og fjarfestingar par
sem pad segir til um kaupmatt avoxtunarinnar.

Raunstyrivextir midad vid medaltal maelinga a verdbdlgu og verdbodlguvaentinga urdu jakvaedir
kjolfar vaxtahaekkunar i mars sl. og hafa haekkad nokkud i kjolfar vaxtahakkananna i mai og agust.
Pad hefur pvi tekist pad sem lagt var upp med, ad haekka vexti skarpt til ad na arangri fyrr. Vid
vaxtaakvordun i oktéber voru raunvextir bankans 2,9% midad vid petta medaltal.
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Fraedin og reynslan syna ad til ad draga ur spennu og innlendri eftirspurn pegar hagvoxtur hefur
verid umfram pad sem samraemist jafnvaegi, ad pa sé aeskilegt ad raunstyrivextir séu haerri en
jafnveegisraunvextir. Hversu hatt raunstyrivextir purfa ad fara og hversu pétt taumhaldid parf ad vera
byggist 4 mati og proun og horfum verdlags og efnahagsumsvifa. Vert er ad nefna ad taumhaldid
getur einnig aukist ef verdbdlga hjadnar og verdbdlguvaentingar minnka, og parf peningastefnunefnd
ba ad bregdast minna vid. Eftir skarpar vaxtahaekkanir sidustu misseri og i 1jési pess ad pad tekur
tima fyrir vaxtahaekkanir ad midlast ad fullu ut i verdlag var pvi lag & ad staldra vid i oktéber.

Midlun peningastefnunnar

Styrivextir eru adal peningastefnutaeki Sedlabankans og hefur midlun peningastefnunnar i gegnum
vaxtateekid gengid vel undanfarin misseri. Med pvi ad breyta voxtum i vidskiptum Sedlabankans vid
motadila hefur hann ahrif 8 markadsvexti og einnig @ pa Ut- og innlanavexti sem fjarmalastofnanir
bjéda heimilum og fyrirtaeekjum. Undanfarid hafa vaxtabreytingar midlast vel Gt i innldnsvexti, sem
2tti ad yta undir sparnad og draga ur eftirspurn.

Misskilnings virdist stundum geaeta i umraedunni um ad ahrif vaxtahakkana Sedlabankans 4
framleidslu og verdlag komi ekki fram ad neinu leyti fyrr en ad 18 — 24 manudum lidnum. [ raun
tekur ahrifa ad gaeta um leid og félk veentir pess ad vextir verdi haekkadir og ahrifanna heldur afram
ad geeta i kjolfar haekkunar. Talid er ad ahrifin séu svo komin fram ad fullu 4 18 — 24 manudum. Hins
vegar geta adsteedur i hagkerfinu og staerd vaxtadkvardana haft ahrif 4 hversu hratt ahrif peirra
koma ad fullu fram.

Peningastefnan

Til skemmri tima litid pa getur pad haft neikvaed ahrif 8 raunhagkerfid ef taumhaldid er of pétt. Hins
vegar hefur pad neikvaed langtimadhrif ef taumhaldid er ekki naegjanlegt, annad hvort vegna pess ad
vaxtahaekkunarferlinu sé haett of snemma eda voxtum ekki haldid hdum ndgu lengi. Fraedin og
reynslan syna ad hatta er a8 ad verdbdlga geti stadnad & stigi sem samramist ekki
verdbdélgumarkmidinu ef taumhaldid er ekki naegjanlegt, med peim langtimakostnadi sem verdbdlga
hefur i for med sér.

Enn er toluverd dvissa um hvort ad taumhald peningastefnunnar sé ndna naegjanlegt til ad nd
verdbdlgu i markmid innan dsaettanlegs tima. Raunstyrivextir hafa pé haekkad jafnt og pétt
undanfarna manudi og préunin & milli 4gust og oktdber funda peningastefnunefndar var i takt vid
bad sem buist var vid. bvi var nidurstada nefndarinnar ad haekka ekki vexti. Eftir sem adur verdur
taumhaldid endurmetid & naesta fundi peningastefnunefndar i névember.

Rétt er ad itreka ad leggist allir sem hafa ahrif a eftirspurn og verd 4 sému sveif til ad draga ur
verdbolguprystingi pa eru meiri likur 8 ad ekki purfi ad koma til frekari vaxtahaekkana og ad
vaxtalaekkunarferlid geti hafist fyrr en ella. Peningastefnunefnd mun sem fyrr horfa til gagna og
fylgjast med préun og horfum efnahagsumsvifa og verdbdélguprystings i pjodarbuinu vid mat a
aframhaldandi taumhaldi peningastefnunnar med pad ad leidarljési ad na verdbolgu i markmid innan
dsaettanlegs tima.

Fyrirvari:
Hofundur er ytri nefndarmadur i peningastefnunefnd Sedlabanka islands. Pzer skodanir og alyktanir
sem koma fram i pessari grein purfa ekki ad endurspegla vidhorf annarra nefndarmanna.
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Visbending
8. desember 2023
43. tbl. 41. arg
Hofundur:
Asgerdur Osk Pétursdottir
Lektor i hagfraedi vid Haskélann i Bath

Neikvaed ahrif mikillar verdbdlgu

Peningastefnunefnd dkvad 4 vaxtadkvérdunarfundi sinum i ndvember 2023 ad halda voxtum
Obreyttum i 9,25%. Sem fyrr raeddi nefndin um taumhald peningastefnunnar i ljési framvindu
efnahagsmala og hvort pad veeri haefilegt med tilliti til verdbdlguhorfa. Ahyggjuefni er hversu pralat
verdbdlgan hefur verid og ad verdbdlguhorfur hafi versnad a ny.! Hins vegar v6 6vissan um umfang
og efnahagslegar afleidingar jar8hraeringanna a Reykjanesi pyngst vid akvordunina. Ekki er Utséd um
hvort hraeringarnar muni auka eda draga ur verdbdlguprystingi.

i hinni almennu umraedu hefur stundum verid talad um ad meginvextir Sedlabankans séu of hair og
ad petta haa vaxtastig sé alltof kostnadarsamt fyrir pjédarbuid. Hins vegar gleymist oft i umraedunni
hvers vegna nefndin hefur verid ad haekka vexti sidustu manudi og hverjar veeru afleidingarnar ef
nefndin beitti ekki styritaekjum sinum til ad na verdbdlgu nidur i sitt [6gbundna markmid. b6 ad hau
vaxtastigi geti fylgt kostnadur til skemmri tima litid, pa yrdi hann enn meiri fyrir 61l heimili og
fyrirteeki i landinu ef hatt verdbdlgustig naedi fotfestu til lengri tima litid. bvi er vert ad minna 4 pann
kostnad sem fylgir mikilli verdbdlgu.

Kaupmattur og verdmeeti peninga

pegar kemur ad verdgildi peninga, pa er pad raunvirdid sem skiptir mali. Folk faer ekki nytjar af pvi ad
eiga pusund krénur i veskinu eda inni & bankareikningi. Verdmaeti pusund krénanna felst i pvi magni
af vorum og pjénustu sem faest fyrir peninginn. Pegar verdlag haekkar pa laekkar raunvirdid par sem
su vorukarfa sem pusund krénurnar geta keypt hefur minnkad. bPad er pvi neikvaed fylgni @ milli
verdgildis peninga og verdlags.

Verdbdlga er eins og skattur a peningalegar eignir pvi hdn ryrir verdmaeeti peirra. Kaupmattur launa
dregst saman par sem faerri vorur fast na fyrir somu nafnlaun. Hinir efnaminni sem halda stérum
hluta eigna sinna i formi peninga, og hinir tekjuleegri sem eyda stérum hluta af launum sinum {
naudsynjavorur verda pvi hvad mest fyrir bardinu 4 verdbdlgunni. Verdstodugleiki er pvi mikilvaegur
til ad vidhalda verdmaeti peninga og kaupmaetti launa.

Fljétandi mzelieining

Eitt af peim hlutverkum sem peningar gegna er ad vera maelieining (e. unit of account). Vorur og
bjénusta & islandi eru verdlagdar i islenskum krénum. Pegar verdstédugleiki er til stadar pa er virdi
krénunnar nokkud st6dugt og pad magn af vorum og pjénustu sem pusund krénur geta keypt er
sambaerilegt 4 milli ara.

1 Verdbdlguhorfur midad vid ndvember spa Sedlabankans borid saman vid dgust spanna. Névember spdin
byggir @ gdgnum sem lagu fyrir 4dur en neydarstigi Almannavarna var lyst yfir & Reykjanesi.
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par sem verdbdlga ryrir virdi peninga hefur hin pau ahrif ad pessi maelikvardi er ekki stodugur a milli
ara. Mikil verdbdlga bjagar paer upplysingar sem maelieiningin a ad gefa og getur einnig brenglad
verdskyn félks, sem dregur ar likum & hagkveemri dkvordanatoku med videigandi kostnadi fyrir
heimilin.

Hlutfallsleg eftirspurn

Verdbreytingar zettu ad gefa visbendingu um breytingar a hlutfallslegri eftirspurn. Ef hlutfallsleg
eftirspurn eftir akvednum voruflokki eda atvinnugrein eykst pa aetti verd a peirri voru ad haekka.
Hzerra verd hjalpar til vid ad adlaga frambod og eftirspurn og koma i veg fyrir umframeftirspurn.

begar verdbdlga er til stadar pa er almennt verdlag ad haekka. bar sem fyrirtaeki breyta ekki oll verdi
4 sama tima p4d brenglast hlutfallslegu verdin vid mikla verdbdlgu sem aftur brenglar dkvardanatoku
heimila og fyrirtaekja. Erfidara verdur t.d. ad meta gdda fjarfestingakosti og hagkvaemt
frameidslumagn voru.

Kostnadur vegna verdbreytinga

pad fylgir pvi kostnadur fyrir fyrirtaeki ad breyta nafnverdi. Matsedlakostnadur (e. menu cost) a
t.a.m. vid um pann kostnad sem fellur til vid ad prenta nyja matsedla eda verdmerkingar. Fyrirtaekin
verda hins vegar ekki bara fyrir pessum apreifanlega kostnadi. bvi fylgir einnig kostnadur ad taka
akvordun um ad breyta nafnverdi, svokalladur upplysingakostnadur (e. costly information) par sem
fyrirtaeki purfa ad verda sér uti um og greina paer upplysingar sem parf til ad taka hagkveemustu
akvordun um verd.

pegar verdbdlga er litil eru fyrirtaeki liklegri til ad fylgja timahadri verdbreytingu (e. time-dependent
price setting), par sem nafnverdi er t.d. einungis breytt einu sinni 4 ari. Fyrirtaeki lagmarka pa
upplysingakostnad og éveruleg raunverdsleekkun & sér stad a milli verdbreytinga.

bpegar mikil verdbdlga er til stadar, pa getur timahdad verdbreyting leitt til pess ad raunverd laekki
umfram pad sem hagkvaemt er. Nidurstodur kannana um verdlagningu fyrirtaekja syna pvi pvert a
16nd ad fyrirteeki fylgi frekar svokalladri dstandshadri verdbreytingu (e. state-dependent price
setting) 4 timum mikillar verdbdlgu. b.e. ad pau breyti verdi til ad bregdast vid kostnadarskellum og
pbréoun i hagkerfinu. Upplysingakostnadur eykst, auk pess sem gognin syna a0 fyrirtaeki breyta verdi
oftar pegar mikil verdbdlga er til stadar med tilheyrandi kostnadi.

Skattkerfido og verdbdlga

Verdbolga getur leitt til aukinnar skattbyrdi vegna pess ad skattur er greiddur af nafnstaerdum.
T.a.m. er stadgreidsluskattur sem dreginn er af launum idulega i nokkrum skattprepum. Ef tekjubil
nafnlauna fyrir hvert skattprep breytist ekki i takt vid verdbdlgu, pba getur skattgreidandi faerst upp i
haerra skattprep vegna nafnlaunahaekkunar sem tilkomin er til ad vardveita raunlaun.

England er deemi um land par sem tekjubilin hafa verid fryst til arsins 2028. Skattkerfid brenglast pvi

begar skattgreidendur eru ad faerast upp um skattprep vegna verdbdlgu. bessi aukna skattbyrdi
getur haft dhrif 4 akvordunartoku skattgreidenda, m.a. um fjolda vinnustunda.
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Lanpegar og lanveitendur

Lanpegar hagnast pegar verdbdlga er meiri en gert var rad fyrir vid gerd lanasamnings par sem
raunvirdi greidslna peirra verdur minna en buist var vid. Kostnadurinn af éveentri verdbdlgu leggst
bvi 4 lanveitendur.

pad eru ekki bara fjarmalastofnanir sem eru lanveitendur. Haegt er ad kalla heimili sem eiga sparnad
l[danveitendur, pvi ef pau t.d. leggja sparnadinn inn & bankareikning pa eru pau i raun ad lana
bankanum pening. Ovaent verdbdlga er pvi kostnadarsom fyrir sparifjareigendur sem geta att erfitt
med ad verja raunvirdi sparifjareignar sinnar.

Vextir og verdbdlga

Eftir pvi sem verdbdlgustigid er haerra, pvi éutreiknanlegri getur verdbdlga ordid. Kjolfesta
verdbdlguvaentinga veikist jafnan pegar verdbdlga er vel yfir markmidi til lengri tima.
Verdbolgutregda (e. inflation persistence) fylgir jafnan veikari kjélfestu. bad felur i sér ad
timabundnir kostnadarskellir lifa lengur i verdbdlgunni og hin verdur meiri og pralatari en ella. bvi er
til mikils ad vinna ad koma i veg fyrir ad verdbdlga haldist a stigi sem samraemist ekki
verdbolgumarkmidi par sem kostnadurinn fyrir pjédarbuid verdur meiri og erfidara getur ordid ad nd
verdbdlgu nidur.

Meginvextir Sedlabankans endurspegla pad taumhald sem peningastefnunefnd telur naudsynlegt til
ad nd verdbdlgu nidur i markmid innan dszettanlegs tima. Ef peningastefnan vaeri ekki ad beita pessu
adhaldi pa meetti buast vid ad verdbdlga veeri meiri en hun er. Hins vegar er ekki sjalfgefid ad hid
almenna vaxtastig veeri laegra an adhalds peningastefnunnar. Vextir endurspegla t.a.m.
verdbdlguvaentingar og dhaettudlag. Verdbdlguvaentingar eru liklegar til ad rjuka upp i hagkerfi med
mikilli verdbdlgu og litlu adhaldi peningastefnunnar. Ovissan vegna litils adhalds og vaxandi
verdbolgu er einnig likleg til ad auka dhaettudlag. Badir pessir paettir myndu leida til haerra vaxtastigs,
asamt pvi sem aukin dévissa veeri um vexti med tilheyrandi kostnadi fyrir efnahagslifid.

Verdstodugleiki

Mikil og dveent verdbdlga gerir allar framtidardaetlanir erfidar, ekki sist pegar kemur ad
fijarfestingum, par sem mikil dvissa er um kostnad og raunvirdi. Til lengri tima litid pa syna gdgnin ad
verdbolga hefur neikvaed ahrif 4 landsframleidslu. Nuverandi taumhaldi peningastefnunnar er pvi
2tlad ad bua til forsendur fyrir pvi ad jafnveegi og verdstodugleiki naist. begar heimilin og fyrirtaekin i
landinu geta gert rad fyrir pvi ad verdbdlga haldist litil og stodug, audveldar pad alla dkvardanatoku
vardandi sparnad, lantokur og fjarfestingar og studlar ad skilvirku hagkerfi.

Til mikils er pvi ad vinna ad nd verdbdlgu nidur i markmid innan aseettanlega tima til ad lagmarka
langtimakostnad fyrir hagkerfid, og par med fyrir heimilin og fyrirtaekin i landinu.

Fyrirvari:

Hofundur er ytri nefndarmadur i peningastefnunefnd Sedlabanka islands. baer skodanir og alyktanir
sem koma fram i pessari grein purfa ekki ad endurspegla vidhorf annarra nefndarmanna.
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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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