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Monetary Policy Committee report to Parliament
14 January 2025

The Act on the Central Bank of Iceland, which entered Table 1. Central Bank of Iceland interest

into force on 1 January 2020, stipulates that the Bank’s rate decisions H2/2024 (%)

Monetary Policy Committee (MPC) shall submit to

Parliament (Alpingi) a report on its activities twice a Seven-day

year and that the contents of the report shall be dis- Dote afcuoflr;fg dep()tsel(trsr; Cl?e[?;(e):;rls Over[noiggst

cussed in the Parliamentary committee of the Speaker's 21 Aug o oo 100 o

choosing. 2 Oct 8.75 9.0 975 1075
The Act requires that the Monetary Policy 20 Nov 8.25 8.5 9.25 10.25

Committee meet at least six times each year. Since 1. Central Bank key interest rate.

the last report was sent to Parliament, the Committee

has held three regular meetings, most recently on 20

November 2024. The following report discusses the

work of the Committee between July and December

2024.

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 22%, based on the consumer price index.

By law, the MPC takes decisions on the application of Chart 1

the Bank’'s monetary policy instruments; furthermore, Central Bank of Iceland key interest rate’

the MPC’s decisions shall be based on a thorough and 3 January 2001 - 31 December 2024

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 2024.

Developments from July to December

1. The Central Bank’s key interest rate is defined as follows: the 7-day collateralised

H 1 H lending rate (until 31 March 2009), the rate on deposit institutions’ current accounts
The M oneta ry POlIcy Com mittee deCIded to keep the with the Central Bank (1 April 2009 - 30 September 2009), the average of the current

Or T T 7T T T T T 0 LT T T T T .1
‘01 ‘03 ‘05 ‘07 09 11 13 15 17 19 21 23

ot . account rate and the rate on 28-day certificates of deposit (1 October 2009 - 20 May
Ba n k S Interest rates u nCha nged at 925% at its meet- 2014), and the rate on 7-day term deposits (from 21 May 2014 onwards).

Source: Central Bank of Iceland.

ing in August. Inflation had risen marginally since the
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Committee’s previous meeting, underlying inflation
remained high, and price increases were widespread,
although the contribution of the housing component
was still significant. Domestic demand had eased in
the recent past, in line with a tighter monetary stance,
but the MPC considered that some demand pressures
were still present and had subsided very little since
the May meeting. Furthermore, wage increases in
previous months and fiscal measures relating to wage
agreements appeared to have supported demand. It
appeared that it would take some time to achieve an
acceptable rate of disinflation. The MPC was also of the
view that the current monetary stance was sufficient to
bring inflation back to target, although persistent infla-
tion and strong domestic demand called for caution.

At its October meeting, the MPC decided to lower
interest rates by 0.25 percentage points, after having
kept them unchanged for just over a year. Inflation had
eased, and the scope and frequency of price hikes had
tapered off, although certain one-off items had weighed
heavily in the drop in inflation. Underlying inflation had
declined as well, and the breakeven inflation rate in the
bond market had fallen. Economic activity appeared to
have continued to ease in tandem with a tighter mon-
etary stance, and there were signs that labour market
tightness had subsided. Furthermore, surveys indicated
greater pessimism among households and businesses.
The monetary stance had tightened in the recent term,
and the Committee was therefore of the opinion that it
was possible to take a step towards lowering nominal
interest rates. In the Committee’s opinion, however,
persistent inflation, inflation expectations above target,
and strong domestic demand called for continued
caution.

At its November meeting, the MPC decided to
lower interest rates by another 0.5 percentage points.
Inflation had continued to ease, and the decline was
broad-based. Underlying inflation had fallen as well,
and inflation expectations had declined overall; there-
fore, the real rate had risen. Given that the monetary
stance had continued to tighten, it was therefore pos-
sible to lower interest rates while still maintaining an
appropriate policy stance. The effects of a tight mone-
tary stance could still be seen in economic activity, and
growth in domestic demand had lost pace and unem-
ployment had inched upwards. The outlook was for
demand pressures in the economy to ease, albeit more
slowly than previously anticipated. As before, persistent
inflation and inflation expectations above target called
for caution. The Bank’s key rate was therefore 8.5% at
the end of December 2024, or 0.75 percentage points
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Chart 2

Real Central Bank of Iceland interest rates'
January 2010 - December 2024

%
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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.



lower than at the end of June, when the Committee
sent its last report to Parliament.

The monetary stance as measured by the Central
Bank real rate held broadly unchanged in H2/2024,
concurrent with the reduction in the key interest rate,
as inflation and short-term inflation expectations have
fallen. The Bank’s real rate in terms of the average of
various measures of inflation and one-year inflation
expectations was 4.5% at the year-end, and in terms of
current twelve-month inflation it was 3.5%.

Yields on long-term nominal Treasury bonds
rose somewhat over the summer, driven by investor
concerns that inflation would be more persistent than
previously thought; furthermore, it was announced at
the end of June that Treasury bond issuance would
be increased during the year. Yields started to fall in
August, however, owing partly to expectations of more
rapid interest rate cuts in trading partner countries,
but since then, inflation in Iceland has also fallen more
than expected. Investors therefore expected interest
rates to fall more rapidly than before, and inflows due
to non-residents’ investments in Treasury bonds had
tended to push bond yields downwards. Yields rose
slightly again in December, however. The yield on ten-
year nominal Treasury bonds was 6.5% at the end of
December, after falling by 0.2 percentage points in the
latter half of the year. The yield on ten-year inflation-in-
dexed Treasury bonds had held largely unchanged in
2024, however; it was 2.5% at the end of December, or
0.1 percentage points lower than at mid-year.

Annual growth in M3 lay in the 9-12% range from
July through November, about the same as in H1/2024.
Growth in M3 was still driven largely by household
deposits, which grew by an average of 17%2% year-on-
year in H2. Growth in companies’ deposits lost pace
after mid-year, in line with the slowdown in economic
activity. Other likely factors in this trend include sub-
stantial cost hikes in the recent term and a reduction in
corporate borrowing.

Credit system lending to households increased in
November 2024 by just over 5% year-on-year and has
largely kept a similar pace since August 2023. Net new
lending to households averaged 13 b.kr. per month in
H1/2024 but accelerated to nearly 19 b.kr. per month
from July through November, and housing market
turnover was strong. However, part of the housing
market activity in spring and summer stemmed from
real estate firm pdrkatla’s buy-up of homes in Grindavik

1. The key rate is the interest rate that is the most important determinant
of short-term market rates and therefore the best measure of the mon-
etary stance. At present, this is the interest rate on seven-day term
deposits with the Central Bank.
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Chart 3

Government-guaranteed bond yields’
2 January 2019 - 30 December 2024
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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 - November 2024

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.



and Grindavik residents’ relocation to other communi-
ties. A majority of new loans issued to households dur-
ing the period were inflation-indexed, and early retire-
ment of non-indexed loans has continued. Interest
rates on households’ non-indexed deposits and loans
declined marginally in H2, while rates on indexed mort-
gage loans continued to rise.

Year-on-year growth in credit system lending
to companies increased as the year advanced, after
averaging 6%2% in H1. The growth rate reached nearly
12% in September but decreased to just over 10% in
November 2024, as net new lending to companies lost
pace in H2. Net new lending in 2024 mostly took the
form of indexed or foreign-denominated loans, where-
as a large share of new loans taken in the two years
beforehand were non-indexed. Non-indexed corpo-
rate lending rates have held more or less unchanged,
while non-indexed deposit rates offered to companies
declined in H2. Rates on businesses’ indexed deposits
rose, however, as they did for households.

Inflows of capital for new investment totalled
around 36.9 b.kr. from July through November 2024 and
were due exclusively to purchases of Treasury bonds
and equities. Outflows of capital previously imported for
new investment totalled 23 b.kr. Net inflows relating to
new investment therefore totalled 13.9 b.kr. during the
period, as compared with 21.9 b.kr. in H1/2024.

After holding relatively stable early in 2024, the
kréna began to weaken in August. At that time, inves-
tors had closed out a portion of their forward positions.
The kréna began to appreciate again in early September
and strengthened still further around mid-Novem-
ber. The rise was probably due in part to inflows into
domestic Treasury bonds, as interest rates are consider-
ably higher in Iceland than in trading partner countries
and Iceland’s sovereign credit rating was upgraded in
September. Inflows relating to US company John Bean
Technologies' takeover of Marel also appear to have
affected developments in the recent past. In H2, the
exchange rate rose by about 3.1% in trade-weighted
terms. The Central Bank did not intervene in the foreign
exchange market in H2 but did so once in H1, in order
to counter the impact of strong bond market inflows on
foreign exchange market pricing.

Inflation subsided in H2. It measured 4.8% in
December, down from 5.8% in June, when the MPC
submitted its last report to Parliament. In Q4 it aver-
aged 4.9%, slightly above the 4.8% forecast in the
November Monetary Bulletin. Inflation excluding hous-
ing measured 2.8% in December. It, too, has fallen
in recent months, after having measured 4% in June

Monetary Policy Committee Report to Parliament

Chart 5

Exchange rate and volatility of the kréna’
4 January 2010 - 31 December 2024
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— Trade-weighted exchange rate of the kréna (inverted left axis)
Volatility of the kréna (right)
1. Price of foreign currency in terms of the krona. 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 2024

12-month change (%)

4
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— CPI HICP Inflation target
CPIXH — Underlying inflation’

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



2024. According to the average of various measures,
underlying inflation measured 4.4% in December, as
compared with 5% in June. It is now at its lowest point
since year-end 2021.

The contribution of the housing component to
headline inflation increased during the summer, along-
side strong housing market activity, but has tapered off
again recently. The housing component still accounts
for roughly half of twelve-month inflation. Since June,
when the method used to calculate imputed rent was
changed, the monthly contribution of imputed rent
to the rise in the CPl has averaged 0.12 percentage
points. Imputed rent was up by 10.8% year-on-year in
December, as compared with a twelve-month increase
of just over 12% in June.

The rise in domestic goods prices has continued
to lose pace in tandem with the slowdown in economic
activity in H2/2024. As of December, domestic goods
prices had risen by 3.8% in the previous twelve months,
owing largely to higher food and agricultural prod-
uct prices. The rise in private services prices has lost
momentum as well. In December, prices had increased
by 4.2% year-on-year, which is somewhat less than in
June. To a large extent, the slowdown is due to the
introduction of free school meals, which had a signifi-
cant downward impact on the CPI in the autumn. The
cancellation of fees at several universities also had a
downward effect on the price of public services, which
rose by 6.2% year-on-year in December, as compared
with 9.4% in June. Services inflation is therefore still
high, as the labour market remains tight. On the whole,
imported inflation has eased, and the year-on-year
increase in imported goods prices was down to 1% in
December. The twelve-month rise in imported food
and beverage prices has remained persistent, however,
measuring 3.8% in December.

According to the forecast published in the
November Monetary Bulletin, the short-term inflation
outlook had improved somewhat, owing to a more
favourable initial position, as inflation in Q3/2024 was
below the August forecast. The November forecast
assumed that inflation would measure 3.2% at year-
end 2025, somewhat less than was projected in August.
This also reflected a more favourable exchange rate
outlook, as well as the expectation of reduced import-
ed inflationary pressures. Further ahead, the outlook
was broadly unchanged, however, with headline infla-
tion projected to fall below 3% in H1/2026. Inflation
would then remain close to target for the rest of the
period, conditional upon the interest rate path in the
baseline forecast.

Monetary Policy Committee Report to Parliament

Chart 7

Components of CPl inflation
January 2018 - December 2024

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

Chart 8

Goods and services prices
January 2019 - December 2024

Year-on-year change (%)

— Groceries — Private services
Clothing and shoes’ Public services

Furniture and houseware’

1. Based on a three-month average.
Source: Statistics Iceland.



Short-term inflation expectations declined in
H2/2024 and were still above target near the end of the
year. According to the Central Bank's market expecta-
tions survey in November, respondents’ one- and two-
year inflation expectations had fallen since the previous
survey, to 3.5%. According to Gallup’s winter survey,
households’ and businesses’ inflation expectations had
also fallen since the summer. Households expected
inflation to measure 4% in two years’ time, while cor-
porate executives projected it at 3.5%.

Long-term inflation expectations have developed
similarly and, by most measures, have fallen since June.
According to the November survey, market agents
expected inflation to average 3.3% over the next five
years and 3% over the next ten, which is about half
a percentage point lower than when the last report
was sent to Parliament. Households' and businesses’
long-term inflation expectations declined as well:
households expected inflation to average 4% over the
next five years, while corporate executives expected it
to average 3.5%.

The short-term breakeven inflation rate in the
bond market fluctuated somewhat in H2/2024, prob-
ably reflecting the impact of investors' position-taking
in short-term bonds. The ten-year breakeven rate was
around 4% at the end of December, similar to its end-
June level.

At the MPC's November meeting, it emerged that
economic activity had continued to taper off in line
with the tighter monetary stance and that many factors
had moved in the right direction. Price increases were
less broad-based, and both domestic and imported
inflation had declined. It came to light that the inflation
outlook had improved somewhat since the previous
meeting. Furthermore, tightness in both the labour
market and the housing market had continued to ease.

Members also observed that, although growth in
domestic demand had lost pace, it was doing so very
slowly, and there were various indicators of contin-
ued resilience in the economy. It was not impossible
that economic activity was underestimated, given
Statistics Iceland’s recent revisions of historical data.
Furthermore, real disposable income had grown in
recent years more than previously estimated, and
private consumption growth could therefore prove
stronger than forecast. Committee members agreed
that the monetary stance had tightened; therefore,
there was scope to implement a larger rate reduction
while still maintaining a monetary stance sufficient to
support continued disinflation and a narrower output
gap in the coming term. Persistent inflation and infla-
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Chart 9
Two- and five-year inflation expectations'
Q1/2018 - Q4/2024
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Sources: Gallup, Central Bank of Iceland.

Chart 10

Breakeven inflation rate’
January 2018 - December 2024
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tion expectations above target called for caution, how-
ever. Near-term monetary policy formulation would
be determined by developments in economic activity,
inflation, and inflation expectations.

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
21 August 2024

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 has risen marginally since the MPC's last meeting, after having
eased earlier this year. Underlying inflation remains high and price in-
creases are widespread, even though the contribution of the housing
component is still significant. Furthermore, inflation expectations are
broadly unchanged and have remained above target.

Domestic demand has eased in the past year, in line with a tighter
monetary stance. Some demand pressures remain in the domestic
economy, however, and they have subsided very little since the MPC's
May meeting. It therefore appears that it will take some time to achieve
an acceptable rate of disinflation.

The MPC is of the view that the current monetary stance is sufficient to
bring inflation back to target, but persistent inflation and strong do-
mestic demand call for caution. As before, monetary policy formulation
will be determined by developments in economic activity, inflation, and
inflation expectations.
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Statement of the Monetary Policy Committee
2 October 2024

The Monetary Policy Committee (MPC) of the Central Bank of Iceland
has decided to lower the Bank’s interest rates by 0.25 percentage
points. The Bank’s key interest rate — the rate on seven-day term de-
posits — will therefore be 9%.

Inflation has eased recently, measuring 5.4% in September. Although
certain one-off items weigh heavily, the scope and frequency of price
increases have tapered off. Underlying inflation has subsided as well,
and the breakeven inflation rate in the bond market has fallen.

Economic activity has continued to ease in tandem with the tighter
monetary stance. Furthermore, there are signs that labour market pres-
sures have subsided, and households and businesses have grown more
pessimistic.

Persistent inflation, inflation expectations above target, and strong do-
mestic demand call for caution, however. As a result, it is necessary to
maintain an appropriately tight monetary stance in order to bring infla-
tion back to target within an acceptable time frame.

As before, near-term monetary policy formulation will be determined
by developments in economic activity, inflation, and inflation expecta-
tions.

Monetary Policy Committee Report to Parliament
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Statement of the Monetary Policy Committee
20 November 2024

The Monetary Policy Committee (MPC) of the Central Bank of Iceland
has decided to lower 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 8.5%.

Inflation has eased recently, measuring 5.1% in October. The decline in
inflation has been broad-based, and underlying inflation has fallen as
well. Furthermore, inflation expectations have declined overall, and the
real rate has therefore risen.

The effects of a tight monetary stance can still be seen in economic
activity, and growth in domestic demand has lost pace. Unemployment
continues to inch upwards, and the outlook is for demand pressures in
the economy to ease, albeit more slowly than previously assumed.

Persistent inflation and inflation expectations above target call for cau-
tion, however. As a result, it is still necessary to maintain an appropri-
ately tight monetary stance in order to bring inflation back to target
within an acceptable time frame.

As before, near-term monetary policy formulation will be determined
by developments in economic activity, inflation, and inflation expecta-
tions.

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

Minutes of the Monetary Policy Committee meeting

August 2024 (123rd meeting)
Published: 4 September 2024

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 meet-
ing 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 19-20 August 2024, 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 21 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 8 May
2024, as published in the updated forecast in Monetary Bulletin 2024/3 on 21 August.

Financial markets

Since the May meeting, the krona had depreciated by 0.7% in trade-weighted terms. The Central Bank con-
ducted 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 one-year inflation expectations, the Bank’s real rate was
4.2%, or 0.3 percentage points higher than just after the announcement of the May interest rate decision. In
terms of twelve-month inflation, however, it was 2.8% and had fallen by 0.3 percentage points over the same
period.

Interest rates on unsecured overnight deposits (the Icelandic krona overnight rate, or IKON) declined mar-
ginally between MPC meetings. Interest rates in the interbank market for krénur also fell slightly between
meetings, and turnover in the interbank market totalled 13 b.kr. during the period. Yields on long-term
nominal Treasury bonds had risen by as much as 0.3 percentage points since the May meeting, and yields
on long-term indexed Treasury bonds had risen by up to 0.1 percentage points over the same period. The
average interest rate on inflation-indexed mortgages rose marginally between meetings, as did fixed rates
on non-indexed mortgages.

In terms of three-month interbank rates, the short-term interest rate differential had widened by 0.2 per-
centage points between meetings, to 4.1 percentage points versus the US and 6.1 percentage points versus
the euro area. The long-term interest rate spread also widened between meetings. It rose by 0.6 percentage
points versus the US, to 3.4 percentage points, and by 0.2 percentage points versus Germany, to 5 percent-
age points. The CDS spread on the Treasury's five-year obligations in US dollars was 0.4% and had held
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virtually unchanged between MPC meetings. The spread between the Treasury’'s euro-denominated issues
and German government bonds was also largely unchanged, at 0.8-0.9 percentage points.

According to the Bank's quarterly survey of market agents’ expectations, carried out in August, respondents
were of the view that the Bank's key interest rate had peaked at 9.25%. They expected the key rate to be
lowered in Q4/2024, which is later than according to the April survey. Market agents also expected the key
rate to fall somewhat more slowly than in the last survey: they expected it to be 7.75% in one year and 6.25%
in two years. The share of respondents who considered the monetary stance too tight declined between
surveys, from 62% in April to 52% in the August survey. On the other hand, the share who considered the
monetary stance appropriate rose between surveys, from 34% to 40%, and the share who considered it too
loose rose from 3% to 8%.

Financial institutions” analysts had projected that the MPC would hold interest rates unchanged, as inflation
had picked up during the summer and was still well above target, and underlying inflationary pressures were
widespread. Furthermore, the labour market remained tight, and the housing market was still buoyant, albeit
due in part to home purchases made by Grindavik residents. On the other hand, there were signs that
economic activity would ease in the near term, and the impact of the current monetary stance had not yet
come fully to the fore.

Annual growth in M3 measured nearly 12% in June, and as before, household deposits accounted for the
majority of the increase. Growth in credit system lending had gained pace slightly during the year, measuring
7.1% in June. Loans to households were up by 6.1% in June, and growth has been stable in the recent term.
Growth in loans to companies had gained momentum in 2024, measuring nearly 9% year-on-year.

The Nasdagq OMXI15 index had risen by 2.1% between meetings. Turnover in the Main Market totalled 542
b.kr. in the first seven months of 2024, some 16% more than over the same period in 2023.

Global economy and external trade

According to the International Monetary Fund's (IMF) July forecast, global GDP growth is projected to meas-
ure 3.2% in 2024, the same as in the Fund's forecast from April. Now, however, the IMF projects that global
GDP growth will pick up to 3.3% in 2025, or 0.1 percentage points above its previous forecast. This is due to
a slightly more favourable output growth outlook for emerging and developing economies, particularly
China and India, whereas the outlook for advanced economies is unchanged overall. The IMF projects that
global inflation will measure 5.9% in 2024 and 4.4% in 2025, which is broadly in line with its April forecast.
However, the Fund expects somewhat lower inflation in emerging and developing economies, while the
inflation outlook for advanced economies has worsened slightly, owing to persistent year-on-year rises in
services prices and higher commodity prices.

According to preliminary figures from Statistics Iceland, the goods account deficit totalled 98 b.kr. in
Q2/2024 and 155 b.kr. in H1, as compared to a deficit of 128 b kr. at constant exchange rates in H1/2023. The
value of exported goods contracted by 2% between years, owing in large part to lower aluminium and
marine product values. At the same time, imported goods values rose by 2V2% year-on-year, or by 1% ex-
cluding ships and aircraft. The value of all key categories of imports except transport equipment increased
between years, owing to a decline in importation of passenger cars.

Global aluminium prices fell by just over 2% after the MPC’'s May meeting, to around 2,470 US dollars per
tonne by the time of the August meeting. This is a full 5% higher than at the beginning of 2024, however,
and 18% above the August 2023 price. Preliminary figures from Statistics Iceland indicate that foreign cur-
rency prices of marine products fell marginally between quarters in Q2/2024 and were around 2% lower in
H1 than in H1/2023. The global price of Brent crude fell by just over 7% between MPC meetings, to 77 US
dollars per barrel by the time of the August meeting. This is about the same as at the beginning of 2024 but
nearly 9% below the August 2023 price. Other commodity prices had also fallen since the May meeting.
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The real exchange rate in terms of relative consumer prices rose by 0.8% month-on-month in July, when it
was 12% above its 25-year average and 2.7% higher than in December 2019. In the first seven months of
2024, it had risen by 4.3% year-on-year, as the nominal exchange rate of the kréna was 0.7% higher and
inflation in Iceland was 3.6 percentage points above the trading partner average.

Domestic economy and inflation

According to preliminary figures published by Statistics Iceland at the end of May, GDP contracted by 4%
year-on-year in Q1/2024, broadly as was forecast in the May Monetary Bulletin. The contraction is due pri-
marily to inventory changes, which had a negative impact on GDP growth in the amount of 3.5 percentage
points. This stemmed largely from the capelin catch failure and the fact that, unlike in Q1/2023, no capelin
inventories were accumulated in Q1 of this year. Excluding inventory changes, domestic demand grew by
0.9% between years, slightly more than was forecast in May.

Private consumption was stronger than expected in Q1/2024, and developments were more closely aligned
with recently revised payment card turnover data, which show stronger growth in household spending dur-
ing the quarter than was indicated by the previous figures. The new card turnover data also suggest contin-
ued private consumption growth in Q2. Other indicators are not so unequivocal, however. Households have
grown more pessimistic since Q1, and new motor vehicle registrations excluding car rental agencies have
contracted. The Bank’s baseline forecast therefore assumes that private consumption was flat year-on-year
during the quarter, which is roughly in line with the May forecast.

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 positive than in the
spring survey. Their expectations six months ahead were also more positive, as one-third of executives ex-
pected the economic situation to improve in six months’ time, a slightly larger share than in the spring. Half
of executives expected the economic situation to be unchanged in six months’ time. However, respondents
were slightly more pessimistic about domestic demand but marginally more optimistic about foreign de-
mand than in the spring survey.

The seasonally adjusted results of Gallup’s summer survey indicated that the balance of opinion on staffing
was 10 percentage points in favour of those planning to recruit in the next six months. The balance of opinion
narrowed between surveys and was close to its historical average. Just under 30% of firms considered them-
selves short-staffed, far fewer than in the previous survey, but just over half of firms still report operating at
full capacity. Both shares remain above their historical averages.

According to the Statistics Iceland labour force survey (LFS), total hours worked rose by 4.5% year-on-year
in Q2/2024. Of that amount, job growth measured 4.9%, while the average work week grew shorter by 0.3%.
However, the twelve-month increase in the number of wage-earners on the pay-as-you-earn (PAYE) register
was only half as large as the increase in job numbers according to the LFS during the quarter, or 2.3%, and
job creation by this measure has been losing pace almost continuously since spring 2023. According to
seasonally adjusted LFS results, the labour participation rate was close to its historical average, and unem-
ployment fell to 3.1% during the quarter. Seasonally adjusted registered unemployment rose marginally
between quarters, however, to 3.5%.

The general wage index rose by 2.4% between quarters in Q2, and by 6.6% year-on-year, while real wages
rose 0.5% over the same period.

Statistics Iceland'’s nationwide house price index rose 2.2% month-on-month in July, when adjusted for sea-
sonality, and by 9.9% year-on-year. The nationwide house price index compiled by the Housing and Con-
struction Authority (HMS) rose by 1.4% between months and 9.1% between years in June. The HMS index of
capital area house prices increased by 9.8% year-on-year, and the index for regional Iceland rose by 7.2%.
The number of purchase agreements registered nationwide rose by 72% year-on-year in the first six months
of 2024, while the number of contracts for new construction increased by 86.3% over the same period. The
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jump in turnover is due partly to real estate firm porkatla’s buy-up of properties in Grindavik and to Grindavik
residents’ having moved out of the town. The average time-to-sale nationwide increased again between
May and June, to 3.3 months, but the number of homes for sale has risen marginally in the past three
months.

The CPI rose by 0.46% month-on-month in July, and twelve-month inflation measured 6.3%, markedly
higher than in June. Inflation excluding housing rose as well, to 4.2%, and the difference between measures
of inflation including and excluding housing widened again slightly between months. Underlying inflation
also increased between months, to 5.3% according to the average of various measures.

Higher international airfares and food prices were the main drivers of the rise in the CPI in July. Food and
beverage price inflation gained steam again, after having eased since the turn of the year. The overall impact
of summer sales on inflation was slightly less pronounced than at the same time in 2023. Imputed rent rose
0.5% between months, its smallest monthly increase since August 2023, whereas it increased by 13.6% year-
on-year and still accounts for nearly half of headline inflation. In June, Statistics Iceland changed its meth-
odology for calculating imputed rent, adopting the rental equivalence method. The change will probably
dampen volatility in the housing component of the CPI.

According to the Bank’s most recent survey, market agents’ inflation expectations were largely unchanged
relative to the April survey. Respondents expect inflation to measure 4% two years from now. Furthermore,
market agents’ long-term inflation expectations were broadly unchanged, both between surveys and be-
tween years. Market participants expect inflation to average 3.6% over the next ten years, which is slightly
higher than in the April survey. Gallup’s summer survey indicates that households and businesses expect
inflation to measure 5-6% a year from now. Business executives still expect inflation to average 4% over the
next five years, but households are more pessimistic. Furthermore, the breakeven inflation rate in the bond
market has started rising again since May, measuring 4.2% in mid-August.

According to the forecast published in Monetary Bulletin on 21 August 2024, the outlook is for twelve-month
inflation to measure 6.3% in Q3 and then fall to 5.8% in Q4, which is somewhat higher than was forecast in
May. This is due to a poorer initial position, as the inflation outlook is largely unchanged since the May
forecast. The positive output gap is estimated to be slightly smaller and is expected to close and a slack to
open next year, as was previously expected. In addition, the outlook is for wage costs to rise less in 2024
and 2025 than was previously assumed. On the other hand, inflation expectations are broadly unchanged
and are poorly anchored to the target. Inflation is forecast to fall to 3.6% by the end of 2025 and reach the
target in H2/2026, conditional upon the interest rate path in the forecast.

The global GDP growth outlook is broadly unchanged relative to the Bank's May forecast. GDP growth in
major trading partner countries is projected to average 1.3% this year and then inch up to just above 1%
in the two years thereafter. Uncertainty about the global economic outlook has increased, however. Global
inflation has continued to subside thus far in 2024, and more central banks in advanced economies have
begun to lower interest rates. As in May, inflation is expected to keep falling in major advanced economies
and return to target in H2/2025.

Output growth slowed markedly over the course of 2023, and in Q1/2024 it shrank by 4% year-on-year,
close to the May forecast of a 3.7% contraction. The negative impact of reduced inventory accumulation
due to the failed capelin catch early this year was a major factor, as domestic demand excluding inventory
changes grew by 0.9% year-on-year during the quarter, outpacing the 0.6% growth rate projected in May.
GDP is estimated to have grown by 2% between years in Q2, and GDP growth for the year as a whole is
forecast at only 0.5%, well below the May forecast of 1.1%. The deviation is due primarily to a poorer outlook
for tourism. The output growth outlook for 2025 and 2026 has also deteriorated slightly since May.

Job growth has slowed since H1/2023. Unemployment is broadly unchanged, however, owing to the offset-
ting effect of a rising labour participation rate. Unemployment remains low, although indicators imply that
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labour market tightness is easing. The positive output gap is expected to keep narrowing and flip to a mod-
est slack around mid-2025, largely as was forecast in May.

The global economic situation remains uncertain, not least because of the wars in Ukraine and the Middle
East. Trading partner GDP growth has been muted, and it is unclear how solid the foundations for growth
are. In Iceland, activity in the tourism industry has slowed, and the GDP growth outlook could prove overly
optimistic if the sector loses more ground. On the other hand, GDP growth could turn out to be underesti-
mated, given households’ significant accumulated savings, which they could choose to draw down more
quickly than is assumed in the forecast. There is also considerable uncertainty about developments in infla-
tion over the forecast horizon, not least because inflation expectations are less firmly anchored, which could
cause inflation to be more persistent than is currently anticipated. This is compounded by uncertainty about
how measured inflation will be affected by the forthcoming changes to taxes on motor vehicle use, which
are set to take effect at the turn of the year.

Il Decisions on the Bank’'s monetary policy instruments

At the August meeting, the MPC discussed the monetary stance, in view of developments in the economy
and the real interest 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 hold
interest rates unchanged. At that meeting, members took into account that inflation had continued to ease
and growth in domestic demand had slowed. The positive output gap appeared to have been wider than
previously assumed, however, and the outlook was for a slower rate of disinflation.

The MPC discussed developments in inflation, noting that it had risen marginally since the May meeting,
after having eased earlier in the year. Underlying inflation had also risen between meetings and remained
high; furthermore, price increases were widespread even though the contribution of the housing component
was still significant. MPC members noted as well that inflation expectations were broadly unchanged and
had remained above target.

The Committee observed that domestic demand had eased in the past year, in line with a tighter monetary
stance. Some demand pressures remained in the domestic economy, however, and they had subsided very
little since the MPC's May meeting based on recent data. The Committee therefore considered that it could
take some time to achieve an acceptable rate of disinflation.

All members agreed that interest rates should be held unchanged. Inflation was still persistent, and inflation
expectations were broadly unchanged. Although activity in the domestic economy had eased since 2023,
the situation was largely similar to that prevailing at the time of the May meeting. In the MPC’s view, domestic
demand was still relatively strong and there were few indications that the domestic economy had slowed
markedly since the previous meeting, whether in terms of the labour market or the housing market. Further-
more, pay rises in recent months and fiscal measures in the wake of wage agreements seemed to have
supported demand. Pay rises were also reflected to an extent in strong growth in household deposits in line
with higher interest rates. The household saving rate was still relatively high, and it was positive to see how
effectively that channel of monetary policy had functioned in the recent term, although a high saving rate
could conceivably fuel demand further ahead. It was also evident that the Government’s buy-up of residen-
tial property in Grindavik had boosted the housing market, but in the Committee’s view, those effects were
temporary. Even so, looking past the impact from Grindavik residents’ moving, activity in the housing market
seemed to be quite strong.

It emerged in the discussion that given strong domestic activity and how persistent inflation had been, it
could prove necessary to maintain a tight monetary stance for longer than would otherwise be necessary,
as it would take some time for the tight monetary stance to have the intended effect. This was particularly
the case when inflation had been persistently above target and inflation expectations had become less firmly
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anchored to the target. Furthermore, it was difficult to curb demand in view of persistent wage rises and
increased transfers from the Government. It was pointed out that it could be difficult to bring inflation back
to target within an acceptable time frame without a substantial slowdown in the economy.

The MPC was of the opinion that because indications that inflationary pressures and inflation expectations
were subsiding to a sufficient degree had not come clearly enough to the fore, the monetary stance should
remain tight. Although the Bank’s interest rate hikes had been effective in reducing demand pressures and
fostering disinflation, progress had been slower than anticipated.

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 members voted in favour of the
proposal.

The MPC was of the view that the current monetary stance was sufficient to bring inflation back to target,
but persistent inflation and strong domestic demand called for caution. As before, monetary policy formu-
lation would be determined by developments in economic activity, inflation, and inflation expectations.

The following Committee members were in attendance:

Asgeir Jonsson, Governor and Chair of the Monetary Policy Committee
Rannveig Sigurdardéttir, Deputy Governor for Monetary Policy

Témas Brynjolfsson, Deputy Governor for Financial Stability

Herdis Steingrimsdattir, 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 2 October 2024.
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The Monetary Policy Committee of the Central Bank of Iceland

Minutes of the Monetary Policy Committee meeting

October 2024 (124th meeting)
Published: 16 October 2024

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 meet-
ing 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 30 September and 1 October 2024, 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 2 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 21 August.

Financial markets
Since the August meeting, the krona had appreciated by 1.1% 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 4.4%, or 0.2 percentage points higher than just after the announcement of the August interest rate
decision. In terms of twelve-month inflation, it was 3.7% and had risen by 0.9 percentage points over the
same period.

Interest rates on unsecured overnight deposits (the Icelandic kréna overnight rate, or IKON) declined mar-
ginally between MPC meetings. Interest rates in the interbank market for krénur were virtually unchanged
at that time, and there was no turnover in the market during the period. Yields on long-term nominal Treas-
ury bonds had fallen by as much as 0.4 percentage points since the August meeting, and yields on long-
term indexed Treasury bonds had fallen by 0.1 percentage points. Interest rates on inflation-indexed mort-
gages rose between meetings, whereas fixed rates on non-indexed mortgages declined.

In terms of three-month interbank rates, the short-term interest rate differential versus the euro area had
widened by 0.2 percentage points between meetings, to 6.3 percentage points, while the spread versus the
US had widened by 0.4 percentage points, to 4.7 percentage points. The long-term interest rate spread
narrowed by 0.3 percentage points between meetings, however, to 4.7 percentage points versus Germany
and 3.1 percentage points versus the US. The CDS spread on the Treasury's five-year obligations in US dollars
was 0.4% and had held virtually unchanged between meetings. The spread between the Treasury's euro-
denominated issues and German government bonds was also largely unchanged, at 0.8-0.9 percentage
points.
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Financial institutions’ analysts had projected that the MPC would hold interest rates unchanged, on the
grounds that part of the recent decline in inflation could be attributed to the abolition of certain public levies
and that long-term inflation expectations were still high by most measures. Furthermore, the housing market
remained tight, and both investment and payment card turnover were still robust. On the other hand, un-
derlying inflationary pressures, the breakeven inflation rate in the bond market, and tension in the labour
market had all subsided.

Annual growth in M3 measured nearly 9% in August. Household deposits still account for a large share of
the increase, while growth in corporate deposits fell nearly to zero during the month. Growth in credit system
lending had gained pace during the year, measuring 7.1% in July. Lending to households was up by 5.9%
year-on-year in July and has been close to 6% ever since August 2023. Lending to companies grew by 9.2%
year-on-year in July. The year-on-year growth rate has picked up thus far in 2024, but net new lending to
companies has been tapering off this summer.

The Nasdaq OMXI15 index had risen by 3.6% between meetings. Turnover in the Main Market totalled 614
b.kr. in the first eight months of 2024, some 19% more than over the same period in 2023.

Global economy and external trade

According to the forecast from the Organisation for Economic Co-operation and Development (OECD),
published in September, global GDP growth is projected at 3.2% in 2024, or 0.1 percentage points above
the Organisation’s May forecast. The year-2024 output growth outlook for the UK has improved considera-
bly relative to the May forecast, while it is unchanged for the US, the eurozone, and China. Furthermore, the
OECD forecasts GDP growth at 3.2% in 2025, which is in line with the May forecast. The Organisation expects
inflation in G20 countries to fall to an average of 5.4% in 2024 and 3.3% in 2025. These projections are below
the previous forecast by 0.5 and 0.3 percentage points, respectively. However, the downward revisions are
due mainly to Argentina, where inflation is expected to fall but remain sky-high, at almost 150% in 2024 and
nearly 50% in 2025. The OECD is of the view that core inflation among advanced G20 economies will decline
even further in 2025, aligning with inflation targets in most countries towards the end of that year.

In Iceland, the deficit on goods trade measured 209 b.kr. in the first eight months of 2024, according to
preliminary figures from Statistics Iceland, and was virtually unchanged year-on-year at constant exchange
rates. Goods export values rose by 0.8% between years, but excluding ships and aircraft they declined mar-
ginally. This is due to lower aluminium and marine product values, which are offset by higher values of
aquaculture products, pharmaceuticals, medical equipment, and other manufactured goods. At the same
time, import values rose by about 0.5% year-on-year, owing to an increase in the value of commodities,
operational inputs, investment goods, and consumer goods, which was offset by a decrease in the value of
transport equipment and fuels.

Global aluminium prices rose by 7% after the MPC's August meeting, to around 2,640 US dollars per tonne
by the time of the October meeting, or roughly 15% above the price at the beginning of October 2023.
Preliminary figures from Statistics Iceland indicate that foreign currency prices of marine products fell month-
on-month in August and were down by about 0.7% year-on-year in the first eight months of 2024. The
global price of Brent crude fell by nearly 5% between MPC meetings, to 74 US dollars per barrel at the time
of the October meeting. This is about one-fifth below the price at the beginning of October 2023. Other
commaodity prices had also fallen since the August meeting.

The real exchange rate in terms of relative consumer prices fell by 1.5% month-on-month in August, when
it was 22% above its 25-year average and 4.5% higher than in December 2019. By this measure, the real
exchange rate rose by 3.6% year-on-year over the first eight months of 2024, owing mainly to higher infla-
tion in Iceland than in trading partner countries, as the nominal exchange rate of the kréna was virtually
unchanged between years.
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Domestic economy and inflation

According to preliminary figures published by Statistics Iceland at the end of August, GDP contracted by
1.9% in H1/2024, as compared with the 1% contraction forecast in August. The larger contraction can be
attributed to a considerably less favourable contribution from net trade, with the difference due partly to
base effects from the revision of the previous year’'s data. Growth in domestic demand was unchanged in
H1, in line with the forecast.

Private consumption contracted by 0.9% in Q2, and key indicators of developments in Q3 are ambiguous.
Payment card turnover grew year-on-year in July and August, although the rise was due largely to increased
turnover abroad. New motor vehicle registrations (excluding car rental agencies) continued to shrink in July,
but less strongly than before. The contraction in July measured 12% year-on-year, whereas in H1 as a whole
it was 43%. Furthermore, households have apparently grown more pessimistic, according to the Gallup Con-
sumer Confidence Index, which has been declining over the course of this year.

According to the fiscal budget proposal for 2025, the Treasury is expected to show a deficit of 41 b.kr., or
0.8% of estimated GDP, which represents an improvement of 16 b.kr. between years. Furthermore, the Treas-
ury primary balance is projected to be positive in 2025 by 36.4 b.kr., or 0.7% of GDP, the same percentage
as is forecast for 2024. According to the budget proposal, the fiscal stance in terms of Treasury Part A1 will
tighten by just over 2% of potential output in 2024 and about 0.5% in 2025.

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 far more negative than in
the summer survey. Executives' expectations six months ahead were also markedly more negative, as 31%
of executives expected the economic situation to deteriorate in six months’ time, a much larger share than
in the summer. About 43% expected the economic situation to be unchanged over the next six months.
Executives were also somewhat more pessimistic about domestic and foreign demand than in the summer
survey, particularly those in transport, transit, and tourism and those in wholesale and retail trade.

The outlook for firms' operating performance also deteriorated relative to the spring survey, with 44% of
executives expecting profits to be weaker this year than in 2023, while another one-fifth expected profits to
be stronger this year. In all sectors, profit margins for the past six months worsened between surveys: 45%
of firms reported a contraction and one-fourth reported an increase. Executives' expectations about profit
margins in the coming six months had deteriorated as well, with 39% of respondents expecting them to
shrink and 22% expecting them to grow. Prospects for investment during the year deteriorated somewhat
between surveys, with one-third of respondents expecting to cut back on investment in 2024. Nevertheless,
a plurality of executives, or 45%, expected their investment levels to remain unchanged between years.

The seasonally adjusted results of Gallup’s autumn survey show that labour demand continues to subside.
The share of firms planning to recruit workers net of those planning to downsize was negative by 1 percent-
age point. Not only is this a turnaround from the summer survey, when the balance of opinion on the same
topic was positive by 9 percentage points, but it is also below the historical average. By the same token,
firms' staffing problems have eased: 24% of respondents reported that they were understaffed, which is 5
percentage points less than in the previous survey and in line with the historical average. Furthermore, 46%
of firms reported that their firms would have difficulty responding to an unexpected increase in demand.
This is a smaller percentage than in the summer survey but is still somewhat above the historical average.

The general wage index rose by 0.1% month-on-month in August and by 6.3% year-on-year. Real wages
were 0.3% higher during the month than at the same time in 2023.

Statistics Iceland’s nationwide house price index rose 1% month-on-month in September, when adjusted for
seasonality, and by 11.7% year-on-year. The nationwide house price index compiled by the Housing and
Construction Authority (HMS) rose by 1.4% between months and 10.8% between years in August. The HMS
index of capital area house prices increased by 11.1% year-on-year, and the index for regional Iceland rose
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by 10.2%. The number of purchase agreements registered nationwide rose by just under 66% year-on-year
in the first eight months of 2024, while the number of contracts for new construction increased by nearly
76% over the same period. The jump in turnover is due largely to real estate firm pdérkatla’s buy-up of
properties in Grindavik, Grindavik residents’ relocation to other communities, and an increase in the number
of first-time buyers. The average time-to-sale nationwide increased between July and August, however, to
3.4 months, while the number of homes for sale, particularly newly built homes, has risen in the past five
months.

The CPI declined by 0.24% month-on-month in September, and twelve-month inflation fell from 6% to 5.4%.
Inflation excluding housing declined as well, to 2.8%. The difference between inflation including and exclud-
ing housing therefore continued to grow. Underlying inflation measured 4.8%, according to the median of
various measures, and fell by 0.4 percentage points between meetings.

Movements in the CPI in September were due mainly to higher clothing and footwear prices after the end
of seasonal sales, higher owner-occupied housing costs, lower airfares, and the Government's decision to
offer free school meals. Owner-occupied housing costs have risen by 14.8% year-on-year, but the annual
increase has lost pace slightly since August. In keeping with the typical seasonal pattern, international airfares
and the price of accommodation declined. Food and beverage prices were down 0.2% in September and
have fallen for two consecutive months. The twelve-month rise in food prices measures 4.2%, its lowest since
January 2022.

According to Gallup’s autumn survey, households’ and businesses’ inflation expectations were unchanged
by most measures. Business executives still expect inflation to average 4% over the next five years, and
households expect it to measure 5%. Both short- and long-term breakeven inflation rates in the bond market
have fallen, however. The ten-year breakeven rate has declined marginally since the MPC's August meeting,
to 3.8% as of end-September.

Il Decisions on the Bank’'s monetary policy instruments

At the October meeting, the MPC discussed the monetary stance, in view of developments in the economy
and the real interest rate 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 hold
interest rates unchanged. At that meeting, the MPC had observed that inflation remained high and demand
pressures in the economy had subsided very little.

Committee members noted that inflation had eased in the recent past, measuring 5.4% in September. Al-
though certain one-off items weighed heavily, the scope and frequency of price increases had tapered off. The
MPC noted that underlying inflation had declined as well, to 4.8% in September. The breakeven inflation rate
in the bond market had also fallen.

Members observed that economic activity had continued to ease in tandem with the tighter monetary stance.
Furthermore, there were signs that labour market pressures had subsided and that households and businesses
had grown more pessimistic.

The MPC discussed whether to hold interest rates unchanged or to lower them. Members agreed that various
indicators suggested that growth in economic activity had continued to taper off. Inflation had fallen more
than anticipated, the contribution of domestic goods and services to inflation had eased, and price increases
were less widespread than before. In addition, inflation expectations had fallen by some measures. Although
labour demand was still strong, there were clear signs of a slowdown, as job growth had lost pace and regis-
tered unemployment had continued to inch upwards. Furthermore, staff shortages had subsided, firms had
scaled down their staff recruitment plans, and the share of companies operating at full capacity had fallen. It
emerged that all else being equal, the recent increase in the commercial banks' indexed mortgage rates and
structural changes in the credit market that had caused borrowing terms to tighten could lead to a more rapid
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downturn in lending growth than would otherwise be seen. This could result in a more rapid decline in housing
market activity, whereas the rise in the housing component of the CPI still accounted for a large share of
headline inflation. It was also pointed out that overall economic activity could lose pace quickly in 2025. Many
factors had therefore moved in the right direction in the recent term, and the impact of high real interest rates
was clearly visible.

On the other hand, it also emerged in the discussion that about half of the recent drop in inflation was due to
one-off items and underlying inflationary pressures were still present. It was pointed out that it was not clear
that underlying inflationary pressures had tapered off decisively between meetings. In the discussion, members
noted that domestic demand remained strong, the real estate market was still robust, and payment card turn-
over figures suggested that demand had picked up in Q3, as previous wage increases were still supporting
demand. It therefore appeared that underlying demand pressures remained in the economy. Households’,
position was strong overall, as could be seen in a high saving rate and strong growth in deposits. It was also
pointed out that under these circumstances, Government transfers to households could stimulate demand. In
this context, concerns were expressed that even if inflation continued to fall in the near term, it could then
plateau at a level somewhat above target. It was therefore important to maintain a tight monetary stance
further ahead. The MPC discussed the fiscal budget proposal, noting that while the proposal provided for a
more or less neutral fiscal stance in 2025, it had yet to be discussed in Parliament.

On the whole, growth in economic activity had eased steadily since 2023. The Committee agreed that the
monetary stance had tightened in the recent term, particularly in view of the fact that transmission to long-
term real rates had grown more effective. In addition, it was likely that the stance would tighten further in the
coming term. In light of this, it would be possible to lower nominal interest rates cautiously, while still main-
taining an appropriate monetary stance.

In view of the discussion, the Governor proposed that the Bank's interest rates be lowered by 0.25 percentage
points. The Bank’s key rate (the seven-day term deposit rate) would be 9%, the current account rate 8.75%, the
seven-day collateralised lending rate 9.75%, and the overnight lending rate 10.75%. All members voted in
favour of the proposal, although Herdis Steingrimsdottir would have preferred to hold interest rates un-
changed.

The Committee was of the opinion that persistent inflation, inflation expectations above target, and strong
domestic demand called for caution. As a result, it would be necessary to maintain an appropriately tight
monetary stance in order to bring inflation back to target within an acceptable time frame. As before, monetary
policy formulation would be determined by developments in economic activity, inflation, and inflation expec-
tations.

The following Committee members were in attendance:

Asgeir Jénsson, Governor and Chair of the Monetary Policy Committee
Rannveig Sigurdardottir, Deputy Governor for Monetary Policy

Tdmas Brynjodlfsson, 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 20 November 2024.
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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 meet-
ing 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 18-19 November 2024, during which the Com-
mittee discussed economic and financial market developments, decisions on the application of the Bank's
monetary policy instruments, and the communication of those decisions on 20 November.

| 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 2 October
2024.

Financial markets

Since the October meeting, the krona had appreciated by 2.5% 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 MPC's October meeting.
In terms of the average of various measures of inflation and one-year inflation expectations, the Bank’s real
rate was 4.4%, or 0.2 percentage points higher than just after the announcement of the October interest
rate decision. In terms of twelve-month inflation, it was 3.7% and had risen by 0.3 percentage points over
the same period.

Interest rates on unsecured overnight deposits (the Icelandic kréna overnight rate, or IKON) fell in tandem
with the Bank's interest rate cut in October. Interest rates in the interbank market for kronur declined as well,
while rates on maturities longer than seven days fell more than the Bank’s key rate did. Interbank market
turnover totalled 1 b.kr. between meetings. Yields on long-term nominal Treasury bonds had fallen margin-
ally since the October meeting, whereas yields on long-term indexed Treasury bonds had risen slightly over
the same period. Interest rates on inflation-indexed mortgages rose between meetings, whereas rates on
non-indexed mortgages declined.

In terms of three-month interbank rates, the short-term interest rate differential had narrowed between
meetings by 0.4 percentage points versus the euro area, to 5.9 percentage points, and by 0.6 percentage
points versus the US, to 4.1 percentage points. The long-term interest rate spread also narrowed between
meetings. It fell by 0.4 percentage points versus Germany, to 4.3 percentage points, and by 0.8 percentage
points versus the US, to 2.2 percentage points. The CDS spread on the Treasury's five-year obligations in US
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dollars was 0.4% and had held virtually unchanged between MPC meetings. The spread between the Treas-
ury's euro-denominated issues and German government bonds narrowed slightly, to 0.6-0.7 percentage
points.

According to the Bank’s quarterly market expectations survey, conducted at the beginning of November,
market agents expected the Central Bank's key interest rate to be lowered by an additional 0.5 percentage
points in Q4. They also expected further rate cuts in 2025, leaving the key rate at 5.75% in two years' time.
This is a lower interest rate than they expected at the time of the previous survey, taken in August. Survey
participants’ responses on the monetary stance changed markedly between surveys. The share of respond-
ents that considered the monetary stance too tight was 87%, up from 52% in the August survey. About 13%
considered the monetary stance appropriate, down from 40% in August, and none considered it too loose.

Financial institutions’ analysts expected the MPC to lower the Bank's interest rates by either 0.25 percentage
points or 0.5 percentage points, on the grounds that inflation had continued to ease, the real rate was high,
the housing market had cooled, and domestic demand was also on the decline. On the other hand, there
was uncertainty about the fiscal stance in the coming term and about public sector wage disputes; further-
more, inflation and inflation expectations were still above target.

Annual growth in M3 measured just under 10% in September. As before, household deposits account for
much of the increase, as growth in company deposits has lost pace since H1/2024. Growth in credit system
lending had picked up during the year, measuring just over 8% in September. Growth in lending to house-
holds held steady at 6% year-on-year, while lending to companies grew 12% in September. Year-on-year
growth in corporate lending has gained momentum in 2024 to date, while net new lending slowed during
the summer.

The Nasdag OMXI15 index had risen by 10.5% between meetings. Turnover in the Main Market totalled 826
b.kr. in the first ten months of 2024, roughly one-third more than over the same period in 2023.

Global economy and external trade

According to the International Monetary Fund’s (IMF) October forecast, global GDP growth is projected to
ease from 3.3% in 2023 to 3.2% in 2024, the same as in its forecasts from April and July. For 2025, global
GDP growth is projected to remain flat at 3.2%. In the IMF's opinion, prospects for GDP growth in 2024 and
2025 have improved for the US but worsened for Japan and the eurozone, mainly due to poorer prospects
for Germany. The Fund forecasts average global inflation at 5.8% in 2024 and 4.3% in 2025. This is slightly
below its last forecast, owing mainly to an improved outlook for advanced economies, where average infla-
tion is projected to fall from 2.6% this year to 2% in 2025. The Fund still assumes that world trade will
rebound this year and gain further momentum in 2025, after sluggish growth in 2023. The growth rate is
still expected to fall short of the average of recent decades, however, in line with weaker global GDP growth
and an increase in protectionist policies. The IMF also assumes that import and export growth in advanced
economies will be weaker than in its previous forecast.

According to preliminary figures from Statistics Iceland, the deficit on goods trade measured 229 b kr. in the
first nine months of 2024, as compared with a deficit of 219 b.kr. at constant exchange rates over the same
period in 2023. Goods export values contracted between years by 0.4%, and by 1% excluding ships and
aircraft. The contraction is due largely to reduced aluminium values as a result of cutbacks in electricity
supply to large-scale users, which affected aluminium production, and to reduced marine product values
stemming from the capelin catch failure. On the other hand, the value of aquaculture products, medical
equipment, and pharmaceuticals increased. At the same time, import values rose by about 0.8% year-on-
year, owing to an increase in the value of commodities, operational inputs, investment goods, and consumer
goods, offset by a decrease in the value of transport equipment and fuels.

The global price of aluminium had held broadly unchanged since the MPC's October meeting, at 2,600 US
dollars per tonne at the time of the November meeting. This is about one-fifth higher than in November
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2023. Preliminary figures from Statistics Iceland indicate that foreign currency prices of marine products
were down 1.4% year-on-year in the first nine months of 2024. The global price of Brent crude was just over
73 US dollars per barrel at the time of the November meeting. It was similar to the price at the time of the
October meeting but about 11% lower than in November 2023. The price of other commodities rose mar-
ginally between meetings, however, especially metals and fertilisers.

The real exchange rate in terms of relative consumer prices rose by 2% month-on-month in October, when
it was 12% above its twenty—five-year average and 2.9% higher than in December 2019. In the first ten
months of 2024, it had risen by 2.8% year-on-year, as inflation in Iceland was 3.6 percentage points above
the trading partner average, while the nominal exchange rate of the kréna had fallen by 0.6%.

Domestic economy and inflation

According to the Iceland Revenue and Customs pay-as-you-earn (PAYE) register, the number of employed
persons rose by 1.8% year-on-year. Over a three-month period, however, job numbers had fallen marginally
since June, and in September the three-month decline in jobs measured 0.5% in annualised terms. The
results of Statistics Iceland’s labour force survey (LFS) are affected by problems relating to declining response
ratios and difficulties in estimating recent population developments, which apparently lead to a significant
overestimation of job numbers and total hours worked.

Seasonally adjusted unemployment was unchanged month-on-month in October, at 3.6%. It has therefore
risen by 0.4 percentage points from its post-pandemic trough in May 2023, which equates to an increase of
1,700 persons on the unemployment register. Seasonally adjusted unemployment according to the LFS was
similar during the quarter.

Iceland’s population grew by 1.7% year-on-year in Q3. The growth rate has slowed since mid-2023, as the
number of immigrants has slowed and more foreign nationals are leaving the country. This is due in part to
a reduced influx of refugees.

The general wage index rose by 0.9% between quarters in Q3, and by 6.3% year-on-year. Real wages were
0.4% higher in Q3 than in the same quarter of 2023.

The outlook for private consumption in Q3 is broadly unchanged overall, as payment card turnover rose
4.4% year-on-year due to an increase in card use abroad. Furthermore, households’ motor vehicle purchases
contracted between years, albeit less than in the two quarters beforehand. The Gallup Consumer Confidence
Index continued to fall in Q3, and although it rose again in October, it is still below 100 points. Private
consumption is estimated to have grown by 1.5% year-on-year in Q3. However, recently revised household
disposable income figures indicate that real disposable income grew far more in 2022, 2023, and 2024 to
date than was previously estimated, and that the household saving rate is therefore somewhat higher. Thus
the outlook is for private consumption growth in Q4/2024 and 2025 as a whole to be stronger than previ-
ously estimated.

Statistics Iceland’s nationwide house price index fell 0.3% month-on-month in October, when adjusted for
seasonality, but rose by 10% year-on-year. The nationwide house price index compiled by the Housing and
Construction Authority (HMS) fell by 0.3% between months but rose 9.5% between years in September. The
HMS index of capital area house prices increased by 8.5% between years, and the index for regional Iceland
rose by 12.8%. The number of purchase agreements registered nationwide rose by 59.2% year-on-year in
the first nine months of 2024, while the number of contracts for new construction increased by 66.6% over
the same period. The jump in turnover is due largely to real estate firm Pdrkatla’s buy-up of properties in
Grindavik, Grindavik residents’ relocation to other communities, and an increase in the number of first-time
buyers in the market. The average time-to-sale nationwide lengthened to 3.9 months between August and
September, as the number of homes for sale has risen in the past five months, particularly newly built homes,
which accounted for an all-time high of over 36% of all properties on the market in September.
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The CPI rose by 0.28% month-on-month in October, and twelve-month inflation eased from 5.4% to 5.1%,
its lowest since December 2021. Inflation excluding housing measured 2.8%, as in September. Underlying
inflation measured 4.7%, according to the average of various measures.

Higher food prices and international airfares were the main drivers of the rise in the CPI in October. Food
prices rose by 1% month-on-month and 4.2% year-on-year. Price hikes on domestic goods and services
have eased, and imported inflation has fallen. Domestic goods prices were up 3.6% year-on-year in October,
and the twelve-month increase has slowed steadily since the beginning of the year. Private services prices
have risen 4.4% in the past twelve months, and the twelve-month increase has accelerated since September.

According to the Central Bank’s market expectations survey, respondents’ one- and two-year inflation ex-
pectations have fallen since the previous survey, to 3.5%. Their long-term inflation expectations also fell
between surveys. Respondents expect inflation to average 3.3% in the next five years and 3% in the next ten
years. The short-term breakeven inflation rate in the bond market has fluctuated in the recent past, owing
to uncertainty about how Statistics Iceland would handle the proposed changes in taxation of motor vehicle
use. The two-year breakeven inflation rate was just under 3% in mid-November and had been unchanged
since the MPC’s October meeting. The ten-year breakeven rate has fallen marginally, to 3.6% as of mid-
November, and the five-year breakeven rate five years ahead has fallen as well, to 4.1% as of mid-November.

According to the forecast published in Monetary Bulletin on 20 November, the inflation outlook through
year-end 2025 has improved somewhat, owing to a more favourable initial position, as inflation in Q3/2024
was below the August forecast. Inflation is projected to measure 4.8% in Q4, which is 1 percentage point
below the August forecast, and fall to 4.1% in Q1/2025. This is supported by a slightly stronger kréna but
offset by a larger positive output gap. Therefore, the inflation outlook for the latter half of the forecast
horizon is broadly as in August. Inflation is projected to fall below 3% in H1/2026 and return to target by the
middle of that year.

Trading partner GDP growth has developed in line with the August forecast, and the outlook is broadly
unchanged. GDP growth in trading partner countries is expected to inch upwards from 1.4% in 2024 to 1.7%
by 2026. As before, robust output growth in the US weighs heavily, while the outlook for the eurozone
remains relatively poor. Global inflation has continued to ease. It averaged 2.2% in Q3/2024, but as in the
August forecast, it is projected to fall to 2% late in 2025.

In Iceland, GDP rose again between Q1 and Q2, but because of a sizeable Q1 contraction stemming from
the negative effects of inventory changes due to the failed capelin catch, GDP was still down by 1.9% year-
on-year in H1. This represents a significant reversal, as GDP growth measured 5% in 2023 and 9% in 2022.
GDP is projected to be flat year-on-year in 2024, as compared with the August forecast of 0.5% growth. The
poorer outlook is due primarily to the H1 contraction, which turned out larger than previously expected. As
in August, GDP growth is projected to rebound to 2% in 2025 and then average 22% per year in the latter
half of the forecast horizon. As was assumed in August, output growth during the forecast horizon will be
driven largely by domestic demand — private consumption in particular.

According to PAYE tax data, job numbers have fallen and unemployment continues to inch upwards. Thus
the positive output gap continues to narrow, even though it is now wider than previously estimated because
of Statistics Iceland’s revision of 2023 GDP growth figures. The output gap is projected to close and a slack
to open up in late 2025, slightly later than previously forecast.

The risk of a hard landing in the US has receded, but the global economic outlook remains quite uncertain,
owing chiefly to concerns about the protracted war in Ukraine and escalation of the war in the Middle East.
Global commodity prices could therefore rise more than is currently forecast, and imported inflationary
pressures in Iceland could prove stronger. Furthermore, because inflation expectations are less firmly an-
chored, the effects of higher commodity prices and recent pay rises in Iceland could be underestimated in
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the Bank's forecast. Developments in domestic economic activity will also affect the inflation outlook. For
instance, inflation could prove more persistent than is currently forecast if households draw down their
recently accumulated savings more quickly. It could fall more rapidly, though, if tourism sector activity sub-
sides more than currently expected.

Il Decisions on the Bank’s monetary policy instruments

At the November meeting, the MPC discussed the monetary stance, in view of developments in the economy
and the real interest rate 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 lower
interest rates by 0.25 percentage points. At the time of that meeting, inflation had subsided and economic
activity had apparently continued to ease in tandem with the tighter monetary stance.

Committee members noted that inflation had eased in the recent past, measuring 5.1% in October. The
decline in inflation had been broad-based, and underlying inflation had fallen as well. The Committee also
noted that inflation expectations had declined overall and the real rate had therefore risen.

Members observed that the effects of a tight monetary stance could still be seen in economic activity, and
growth in domestic demand had lost pace. They noted as well that unemployment continued to inch up-
wards, and the outlook was for demand pressures in the economy to subside, albeit more slowly than pre-
viously assumed.

All members agreed to lower the Bank’s key rate, and they discussed whether it should be lowered by 0.25
percentage points or 0.5 percentage points. The MPC agreed that economic activity had continued to taper
off and that many factors had moved in the right direction. Price increases were less broad-based, and both
domestic and imported inflation had declined. It was mentioned that the outlook was for inflation to fall
more rapidly than previously assumed, and that the inflation outlook had therefore improved. If develop-
ments continued as expected, short-term inflation expectations were likely to fall even further. Pressures in
both the labour market and the housing market had continued to ease. House prices had fallen since the
last MPC meeting, and the average time-to-sale had increased. The Committee was of the view that most
of the impact of Grindavik residents’ relocation appeared to have already come to the fore and that the
housing market was therefore becoming better balanced.

Members also observed that, although growth in domestic demand had lost pace, it was doing so very
slowly, and there were various indicators of continued resilience in the economy. Members did not exclude
the possibility that economic activity was underestimated, given Statistics Iceland’s recent revisions of his-
torical data. It was quite likely that services exports had been underestimated, for instance, and that GDP
growth in H1/2024 had been stronger than preliminary figures had indicated. Furthermore, revised figures
on households’ disposable income suggested that real disposable income had grown more in recent years
than previously estimated, and that the household saving rate was therefore higher. Private consumption
growth could therefore turn out stronger than forecast and wage rises were still supporting demand. It
emerged that the construction industry still appeared to be tight, although indicators of strain on production
factors had subsided in other sectors. It was also pointed out that lowering interest rates by large increments
too early could weaken the credibility of monetary policy, especially if it led to a resurgence of underlying
strength in the economy and a rise in inflation and inflation expectations. The MPC discussed the uncertainty
about outstanding public sector wage agreements and noted that Parliamentary elections were imminent.

Members agreed that the monetary stance had tightened in the recent past. It also emerged that the rise in
the commercial banks’ indexed mortgage lending rates and tighter borrowing requirements would presum-
ably continue to dampen housing market activity, and that mortgage debt service would increase for those

Monetary Policy Committee Report to Parliament 32



households facing an interest rate review on their loans. It was noted that the Committee’s next regularly
scheduled meeting would not take place until 2025, and members considered that there was scope to im-
plement a larger rate reduction, while still maintaining a monetary stance that would support continued
disinflation and a narrower output gap in the coming term. It looked as though it would still be necessary
to maintain a tight monetary stance.

In view of the discussion, the Governor proposed that the Bank’s interest rates be lowered by 0.5 percentage
points. The Bank’s key rate (the seven-day term deposit rate) would be 8.5%, the current account rate 8.25%,
the seven-day collateralised lending rate 9.25%, and the overnight lending rate 10.25%. All members voted
in favour of the proposal.

The MPC also decided to coordinate the publication of interest rates in the Bank's interest rate table so that
all rates would thenceforth be published as nominal interest rates. The change, which took effect on 20
November 2024, only affects rates on current accounts with the Central Bank.

The Committee was of the view that persistent inflation and inflation expectations above target called for
caution. As a result, it was still necessary to maintain an appropriately tight monetary stance in order to bring
inflation back to target within an acceptable time frame. 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 Sigurdardéttir, Deputy Governor for Monetary Policy

Témas Brynjolfsson, Deputy Governor for Financial Stability

Herdis Steingrimsdéttir, Associate Professor, external member

Asgerdur Osk Pétursdoéttir, Assistant Professor, external member

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

Karen A. Vignisdéttir wrote the minutes.

The next Statement of the Monetary Policy Committee will be published on Wednesday 5 February 2025.
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SEDLABANKI ISLANDS

Vextir Sedlabankans

- vita bitlausir eda allt ad kaefa?

Kynning fyrir Félag atvinnurekenda Rannveig Sigurdardottir
5. september 2024 Varasedlabankastjori peningastefnu

Efnahagsumsvif
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Breyting fra fyrra ari (%) Hiutfall lausra starfa % % Hiutfall fyrirteekia (%) Stadalfravik
18 12 24 70
8 16
10 20 2
6 14
2
4 1,2 8 A 16
2 1,0 1
6 12
0 -\ N o \ 08 0
2 06 4 8
-1
-4 04
2 4
) 0,2 =)
8 : r . . - 0,0 0 0 0 =3
1.f.'"19  1.fi.'20 1.f.'21  1.fj.'22  1.j.'23  1.fj.'24 2019 2020 2021 2022 2023 2024 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
= Fjldi starfa skv. stadgreidsluskra (v. as) i i (VMK) krad atvil ysi =—Fyrirtaeki vid hamarksframleidslugetu (v. as)
——Hlutfall lausra starfa og fjsIda atvinnulausra (h. 4s) Vitt atvinnuleysi —fFyrirteki sem bua vid skort & starfsfélki (v. 4s)
NF-visitalan (h. ds)
1. Launafdlk & aldrinum 16-74 ara samk 4 rikisskattstjc sto 5 agstofu fs og fi6Idi atvinnulausra samkvaemt vinnumarkadskdnnun sému stofnunar. 2. Vi

atvinnulausir, vinnulitlir (peir sem
a vikna) sem hlutfall 2
Iul fyrsti fru
p, Hagstofa fslands, Vinnumalastofnun, Sedlabanki fslands

1 eru ekki ad le eru ekki tilt
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Fje.trmala— g Vel Fjarmala- og o Verslun
tryggingastarfsemi tryggingastarfsemi
Byggingastarfsemi oy S i i
VB8INg N e Sjévaritvegur nggmgasfarfseml & Sjavarutvegur
veitur veitur
Samgdngur, flutningar Samgéngur, flutningar
og ferabpjonusta og ferdapjonusta
—Jini 2023 —Juni 2024 —Jini 2023 —Jini 2024
| I

Mismikil spenna eftir atvinnugreinum

* Hlutfall stjérnenda sem toldu vera skort & starfsfolki fjolgadi mikid i batanum eftir farséttina — hefur faekkad en er enn um 20

présentum yfir ségulegu medaltali
* Hlutfall peirra sem eiga i vandreedum med ad maeta eftirspurn var 62% i juni og hefur aldrei maelst haerra

Fyrirtaeki sem telja ad skortur sé & starfsfolki’

Hlutfall fyrirtakja (%)

Ymis sérhaefd pjonusta

Oll fyrirtaeki
100

80

60

Verdbolga
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13nadur og framleidsla

Fyrirtaeki i vanda med ad maeta Gveentri eftirspurn’

Hlutfall fyrirteekia (%) Oll fyrirtaeki
100

. 80
Ymis sérheefd pjénusta

40

18nadur og framleidsla
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Verdbodlga tekin ad hjadna en er enn of mikil

* Nyleg préun verdbdlgu eins og sagarblad
e ... jokstijuli(5,8% i6,3%) en hjadnadi aftur i dgust (6%) ... eins og verdbdlga dn husnaedis (3,6%) og undirliggjandi verdbd
* Husnadislidurinn vegur afram pyngst i arsverdbdlgu en baedi innlend og innflutt matveeli laekkudu i verdi i agust

ga (5,3%)

< I M H A g T 1] 73
Verdbolga 4 ymsa maelikvardal Innlend og innflutt verdbdlga Undirligir verdbdlgu?
Jantar 2019 - agist 2024 Jantiar 2019 - 4gist 2024 Jandar 2019 - 4gust 2024
12 ménada breyting (%) 12 ménada breyting (%) Framlag til drsverdbélgu (%)

1% 20 11

18
10 16
14
8
12

: YN M ADs
: NN

0 0 El
2019 2020 2021 2022 2023 2024 2019 2000 2021 2022 2023 2024 Gl gnd)  gRE  ERdd gRdE g
—VNV ——VNV én husneedis ——Husnz=di —Innlendar vérur = nnfluttar vérur Bensin = Hisnaedi
L g 5 Kmid Innfluttar vérur ——Ppjénusta Innlendar vérur = Almenn pjénusta “ABir li8ir
Verdbolgumarkmid =
1. Undirli

tta, sveiflukenndra matvorulid
Gni 2024 er kjarnavisitala 2 no

adar husna

gur birt. 2. bjonu

na eru und

in) og tolfraedilegum maelikvsroum (vegid midgildi
al af undirlidunum almennri og opinberri

Snustu

Innflutningsverd er tekid ad haekka a ny

e Dregur ur lekkun atflutningsverds helstu vidskiptalanda og i erlendum gjaldmidlum er innflutningsverd tekid ad haekka a ny
¢ Gengi ISK var fremur st6dugt framan af ari en hefur laekkad um 2% fra byrjun agust en er 6,8% laegra en 4 sama tima i fyrra
 Arshaekkun ISK & F1 leiddi til laekkunar & innflutningsverdi i krénum en st leekkun virdist hafa gengid til baka 4 F2

Innflutt verdbdlgat Gengi krénunnar? Innflutningsverd?
1. arsfj. 2019 - 2. arsfj. 2024 2. jantar 2018 - 29. agust 2024 1. arsfj. 2019 - 2. arsfj. 2024
Breyting fra fyrra ari (%) Visitala Breyting fra fyrra ari (%)
220
20 210 20
200
15 15
190
10 10
180
5 5
170
0 o
S 150 S
-10 T T T T T 140 -10
2019 2020 2021 2022 2023 2024 2018 2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024
—Utflutningsverd helstu vidskiptalanda (seinkad um 1 arsfj.) —Vidskiptavegin gengisvisitala = Gengisvisitala
ningsverd i erlendum gj
3 i erlendum gjaldmi . o
Innflutningsverd i kronum
helstu vidskiptalanda seinkad um 1 arsfjéraung og innflutningsverd islands i erlendum gjaldmidlum. Grunnspa Sedlabankans fyrir 2. arsfj. 2024. 2. Verd erlendra gjaldmidla i krénum (prong vidskiptavog)

fyrir 2. arsfj. 2024
ds, Refinitive Datastream, Sedlabanki fslands.
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Haegir a haekkun launa en husnaedisverdbdlga eykst

* Haegt hefur & drshaekkun launa pétt hun sé enn toluverd eda 6,6% m.v. launavisitdlu

* Arshaekkun husnaedisverds var 11.7% i agust og ekki verid meiri sidan i april 2023 ... greinileg ahrif eldsumbrota: mikil aukning
kaupsamninga en frambod hefur aukist 8 moti og medalsélutimi ordinn svipadur og i mars eftir ad hafa styst mikid i april og mai
* {rétta att en enn um helmingur neyslukérfunnar ad haekka um meira en 5%

Laun
1. arsfj. 2018 - 2. arsfj. 2024

Breyting fra fyrra ari (%)

2

0

-2 ¢ T

2018 2019 2020 2021 2022 2023

——Launavisitala
—Visitala heildarlauna

Kaupmattur launavisitdlu (m.v. VNV)

2024

5

Husnaedisverd*
Januar 2021 - 4gust 2024

12 ménada breyting (%) Hlutfall (%)

2021 2022 2023 2024

—ibudaverd 4 landinu llu (v. &s)
——Ibudaverd a hofudborgarsvaedinu (v. &s)
Selt yfir auglystu séluverdi (h. as)
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Verdbodlguveentingar haldast enn haar

Umfang verdhaekkana?®
Jandar 2020 - 4gust 2024

Hlutfall neysluksrfu (%)

Eit
- [t
o |
T Illll
60 IIIII
. I I
40
30
20
10
0
2020 2021 2022 2023 2024
EMinnaen2,5% ®2,5-5% 5-7,5%
u7,5-10% Meira en 10%
seldra ibida (briggja manada hlaupandi medaltal). 2. Fioldi bida & solu og

e Verdbdlguvaentingar skv. kdnnunum breytast [itid fra fyrri konnunum en eru laegri en & sama tima i fyrra a flesta meaelikvarda
¢ Skammtima verdbolgualagid laekkadi um midjan juli i kjolfar tilkynningar um breytta skattlagningu bifreidanotkunar nk. dramét
« Tilkynningin hafdi litil ahrif & 10-ara alagid og pvi haekkadi 5/5-ara alagid — ekki augljést ad pad endurspegli haekkun vaentinga

Verdb.vaentingar heimila og fyrirtaekja®
1. 4rsfj. 2018 - 2. arsfj. 2024

%

o

2018 2019 2020 2021 2022 2023

=——Heimili - 2 ar =——Heimili - 5 ar

Fyrirtaeki - 2 4r —Fyrirtaeki - 5 ar

Verdbolgumarkmid

a i kénnun Gallug

allup, Sedlabanki [slz

2024

uveentingum heimila o fyrirtaekja. 2

0

Y

Verdbélguvaentingar markadsadila?
1. 4rsfj. 2018 - 3. arsfj. 2024

Verdbolgualag a skuldabréfamarkadi?

Jantar 2018 - 4gust 2024

% %
8
7
6
5
/_/K 4
A /\/W )
. Za
S # S
2
1
0
2018 2019 2020 2021 2022 2023 2024 2018 2019 2020 2021 2022 2023 2024
—1 Ers 2 ara -2 dra w5 dra
Sdra —104ra 104ra —5 ar eftir 5 &r
fetibolstinaiknly Verdbélgumarkmid
5gildi svara { ksnnun Sedlabankans 4 vel entingum markadsadila. 3. Medaltal manada. Gogn til og med 29. dgiist 202
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Litlar breytingar a verdbdlguhorfum fra pvi i mai

* Verdbdlga var 6% a F2 eins og gert var rad fyrir i maispa ... en jokst meira i juli en gert hafdi verid rad fyrir
* bessi lakari upphafsstada skyrir af hverju spdd er meiri verdbdlgu fram & naesta ar en i mai en verdbdlguhorfur breytast i raun litid
* Spdd er ad verdbodlga verdi 6,3% 4 Q3 en minnki sidan i 5,8% a F4 (i stad 5,3% i maispa) ... minnkar sidan afram i takt vid maispa

Verdboélguspd til skemmri tima® Verdbdlguspa og dvissumat
4. arsfj. 2023 - 4. arsfj. 2024 1. arsfj. 2018 - 3. arsfj. 2027

Breyting fra fyrra ari (%) o DA fra fyrra ari (%) Arsmedalts| Arslok

8,0
75 1° 2023 (ERED

7,0 8
- ¢ 2024 @
6,0
: 7
4,
50 N\ 2025
2
45
4,0 ¢ : : . T y 0 2026
4.6.23  1.f.'24  2.f.24  3.§.24  4.f.'24 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
=——Grunnspa PM 2024/3 ~=DYNIMO-likanid ——PM 2024/3 — =PM 2024/2 ——Verdbslgumarkmid
——Megaltal skammtimalikana Bil haesta og lzegsta mats B 50% likindabil W 75% likindabil 90% likindabil
1. Samanburdur & grunnspa og spam heildarjafnvaegislikans bankans (DYNIMO) og medaltals 5 télfraedilega metinna verdbélgulikana sem bankinn notar vié ad gera skammtima verdbolguspar
Hagstofa fslands, Sedlabanki fsland

Peningastefnan
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Raunvextir ekki haerri sidan 2009

e Raunvextir midad vid medaltal mismunandi malikvarda a verdbdlgu urdu jdkvaedir snemma a sidasta ari ...
e ..voru4,2% ilok dgust midad vid medaltal mismunandi maelikvarda a verdbdlgu

e ...0g3,1% midad vid tolf manada verdbolgu

e Skammtimavaxtamunur vid utlond jokst talsvert i fyrra en hefur verid stodugur pad sem af er dri

. PR . 7 i 1A 3
Raunvextir Sedlabankans i kjélfar vaxtadkvardana Skammtimavaxtamunur vid Gtlénd
. 1. jandar 2019 - 28. 4gdst 2024
peningastefnunefndar
oy  27.jandar 2010-21. aglst 2024 %
10 7
8 6
9 5
"
4
2 ‘_
8
0y
2
-2
4 1
6 0
2010 2012 2014 2016 2018 2020 2022 2024 2019 2020 2021 2022 2023 2024
—Meginvextir Sedlabankans'
ir m.v. mi {i meslikvarda & verdbolgu og verdbo e grvart t
= Raunvextir m.v. tolf manada verdbolgu
1. Fram til 21. mai 2014 er midad vid medaltal innldnsvaxta og hamarks Jubréfum med 28 daga binditi c]
12 ménada verdbolgu, verdbolguvaentingar fyrirtaek v neimila til eins ars, verdbol, dlabankans um ars»

g
einnig midad vid verdbolguvaentingar markadsadila til eins & 4rsfjoroungslegri kénnun Sedlabankans

/axtamunur midad vié priggja manada millibankavexti

Heimildir: Gallup, Refinitiv Datastream, Hagstofa islands, Sedlabanki [slands.

Haegir @ utlanavexti

e Voxtur Utlana til heimila hefur verid fremur stédugur ad undanfornu
e Voxtur utlana til fyrirtaekja hefur aukist er 1idid hefur 4 arid sem skyrist ad mestu af fasteignafélogum og

byggingageiranum
Utlén lanakerfis’ Utlén lanakerfistil atvinnufyrirtaekja®
Jandar 2018 - jili 2024 Jandiar 2021 - i 2024
% Breyting fré fyrra ari (%)
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-4

-6 m— Fiskveidar og iBnadur  Byggingageiri Verslun

2018 2020 2022 2024
m— Samgongur og flutningar — Dj6nusta e Fasteignafélog
=—Heimili ==—Fyrirteeki ===Utldnastofn . . )
m—— Annad Utlanastofn Utlanastofn a fostu gengi'

1. LeiGrétt fyrir endurflokkun og skuldalaekkunaradgerdum stjornvalda. An Gtlana til innlansstofnanna, fallinna fiarmélafyrirtaekja og rikissjéds. 2. Stofn Gtléna  erlendum gjaldeyri er reiknadur midad vid visitlu medalgengis { jali
2024
Heimild: Sedlabanki islands.

Monetary Policy Committee Report to Parliament [41



Mikil asékn i verdtryggd lan

Eftirspurn eftir verdtryggdum ibudalanum tok ad aukast a sidasta ari ...
... 0g nU er 57% af stofni ibudalana verdtryggdur
Taeplega 70% utlanastofnsins var verdtryggdur i janudar 2020

Tegund fasteignalanatil heimila* Tegund nyrra fasteignalanatil heimilal
Jantar 2020 - jili 2024 Jandar 2020 - juni 2024

% %
100 I 100 I
- ST 1
80 80 | |
70 107 70
60 60
50 50
40 27,1 40
30 30
20 20
10 208 10
0 0
] 8 8 8 3 8 8 ¥ 3 8 3 /8 3 8 3 8 3 F 3 § § 8 § 83 8 3 ¥§ /8 3 8 /8 3 33133 3
m Verdtryggt og breytilegir vextir m Verdtryggt og fastir vextir m VerBtryggt og breytilegir vextir W VerStryggt og fastir vextir
Overdtryggt og breytilegir vextir m Overdtryggt og fastir vextir w Overdtryget og breytilegir vextir m Overdtryggt og fastir vextir
1. Hlutfal asteignaldna KMB og HMS til neytenda eftir tegundum. Fré agust 2020 né tolur einnig til staerstu lifeyrissjoda
Heimild: and
| I

Hulsnaedismarkadur
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[ ]
Haekkun husnaedisverds aukist pad sem af er ari

* Fra sidasta fundi nefndarinnar i april hefur arstaktur ibudaverds aukist nokkud
+ {budaverd a landinu 6llu haekkadi um 11% milli ara i juli sl., p.a. 10,7% & hofudborgarsvaedinu og 11,8% & landsbyggdinni
* Mest i sérbyli & hofudborgarsvaedinu, 13,7% og sérbyli a landsbyggd um 11,8%

ibudaverd 4 landinu 6llu? ibudaverd & hofudborgarsvaedinul ibudaverd & landsbyggdinnil
Janudar 2021 - juli 2024 Janutar 2021 - juli 2024 Januar 2021 - juli 2024
30 12 méanada breyting (%) 30 12 ménada breyting (%) o 12 manada breyting (%)
25
20
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_5 75
ZO—MLandia aui022 2izazjfuaborg;;?z:aeaia 2021 2022 2023 2024 202 2022 2023 2028

Landsbyggdin —lbudarhisnaedi alls —Fjolbyli Sérbyli —Ilbudarhasnaedi alls  —Fjolbyli Sérbyli

1. Visitalan er gaedaleidrétt m.v. fasteignamat og byggist 4 kaupsamningum sidastlidins manadar
Heimildir: Hasnzedis- og mannvirkjastofnun, Sedlabanki Islands

Enn ekki merki um misvaegi milli hisnaedisverds og radandi patta

* Husnadisverd & arinu hefur prdast nokkud élikt pvi sem kvik spa Ut fra radandi efnahagsstaerdum gefur til kynna
e En pratt fyrir talsverdar nafnverdshaekkanir virdist ekki hafa skapast misvaegi ennpd
e Aukinn kaupmattur og adrir paettir hafa valdid prystingi a raunverd en haerri raunvextir og aukid frambod ibuda vegid & moti

Raunverulegt og spad husnaedisverd* Hlutfall ibudaverds og launaZ Raunverd hisnaedis og framlag radandi
1. arsfj. 2017 - 2. 4rsfj. 2024 Jandar 2015 - jani 2024 efnahagspatta®

: - o 1. arsfj. 2020 - 2. &rsfj. 2024
Breyting fra fyrra ari (%)

Visitala, 2015 = 100 GSADF-profgildi Breyting fra fyrra dri (%)
140 -----S---- oo oo 10 20 m-mmem e s

-10 80 r T T T T =2 2020Q1 2021Q1 2022Q1 202301 2024Q1

2017 2018 2019 2020 2021 2022 2023 2024 2015 2017 2019 2021 2023 B Hasnaedisstofn
B Kaupmattur radstéfunartekna

c 9 45 hil o £ ——Hlutfall ibudaverds og launavisitélu (v. as)
==H Spad ht N o ) . B Raunvextir husnaedislana
. ——95% 6ryggismork GSADF-profs (h. as) 5
B + 1 stadalfravik + 2 stadalfravik . . Anna
~——GSADF-préfid (h. as) Raunverd ibidarhisnaedis

1. Spad 4rsbreyting hisnaedisverds Gt fra kvikri (e. dynamic) spa fra 1. arsfj. 2020 til 2. 4rsfj. 2024 med hisnadisverdsjsfnu dpekkri husnzedisverdsjofnu bjédhagslikans Sedlabankans metinni fyrir timabilid 3
arsfj. 2001 - 4. arsfj. 2017. 2. GSADF-préfid er einhlida einingarrétarprof Phillips, Shi og Yu (2015) sem leitar ad 6st6dugum rétum (e. explosive roots) i eignaverdi. Oryggismork fundin med Monte Carlo
4 spajofnu pjodhagslikans Sedlabanka

hermunum. Skyggd svaedi syna timabil bar sem ekki er haegt ad hafna tilgétu um 6stoduga einingarrot. Arstidarleidréttar tolur. 3. Matid & framlagi radandi patta bygg
(QMM) fyrir raunverd husnadis. Lidurinn ,,Annad” er leifalidur jéfnunnar.
Heimildir: Hagstofa fslands, Sedlabanki fslands
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Umsvif hafa verid mikil a fasteignamarkadi

¢ Umsvif a fasteignamarkadi a arinu hafa litast mikid af uppkaupum ibida i Grindavik og eftirspurn Grindvikinga eftir nyju hisnzedi
¢ Hlutfall fyrstu kaupenda a landinu 6llu hefur laekkad nokkud & sama tima

Velta og fjoldi kaupsamninga? Fyrstu kaupendur?
Jantar 2013 - juni 2024 1. arsfj. 2006 - 2. arsfj. 2024
T
1p5 Makr. _Fioldi (pls) ¢ Hiutfall (%)
35 -- =
, 33
31
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15
27
. 25
23
21
05 T
17
o : ; : : ; ; ] : : ‘ — 0 bl
13 '14 15 16 17 18 19 200 21 ‘22 23 24 2007 2008 2010 2011 2013 2014 2016 2017 2019 2020 2022 2023
—Velta kaupsamninga (v. as) —Landid allt
—Fjéldi kaupsamninga (h. as) —Hofudborgarsvaedid

1. Arstidarleidréttur fjoldi og velta kaupsamninga & landinu 6llu. 2. Hlutfall fyrstu kaupenda af heildarfjélda pinglystra kaupsamninga i hverjum manudi.
Heimildir: Hisnaedis- og mannvirkjastofnun, Sedlabanki islands.

Frambod ibuda hefur aukist litillega a ny

+ {budum & solu hefur fjolgad litillega undanfarna prja manudi og eru nu taeplega 3.500 ibudir a solu
e Medalsolutiminn hefur pvi lengst @ nyjan leik og hlutfall ibuda 4 yfirverdi virdist hafa nad toppi

ibudir seldar yfir dsettu soluverdia landinu 6llu?

Fj6ldi ibuda 4 sélu og medalsolutimid landinu 6llu?

JandGar 2018 - jdli 2024 Januar 2017 - juli 2024
Fjoldi (pus.) Manudir Hiutfall (%)
8 60
7
6
5
4
=
2
‘ ’ ‘ ‘ 1
¥ 0 2017 2018 2019 2020 2021 2022 2023 2024
2018 2019 2020 2021 2022 2023 2024 e
—Allar ibudir
m Eldri ibudir (v. &s) Nybyggingar (v. as) ——Nybyggingar
—Allar ibGdir (v. &s) —Medalsélutimi (h. as) Eldri ibudir

1. Tolur yfir fjdlda ibada a sélu og medalsdlutimi dzetladur med pvi ad deila upp i fjdldann med arstidarleidréttum fjélda kaupsamninga. 2. Hlutfall ibida sem seldar eru yfir auglystu séluverdi af heildarfjélda
seldra ibuda. Priggja manada hlaupandi medaltal
Heimildir: Fasteignavefur Visis, Hagstofa [slands, Hisnaedis- og mannvirkjastofnun, Sedlabanki fslands.

Monetary Policy Committee Report to Parliament |44



|
Meiri vOoxtur ibudafjarfestingar a pessu og naesta ari

* Grunnspa bankans g.r.f. svipadri haekkun hisnadisverds a spatimanum og i mai
* Nokkru sterkari voxtur ibudafjarfestingar & pessu og naesta ari en spad var i mai ...
* ...vegna sterkari pjodhagstalna a Q1 og visbendinga um aukin umsvif

¥ i 1 R . s o
Huasnaedisverd Ibudafjarfesting?
1. 4rsfj. 2021 - 4. 4rsfj. 2024 2021 - 2026
Breyting fré fyrradri(%) g Breytingfré fyrra dri (%)
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ndla 2024/2.
ki fslands

1. Grunnspa Sedlabankans. Punktalina er spa P
fir: Hisnaedis- og mannvirkjastofnun, Sedlz

Heir
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SEDLABANKI ISLANDS

Efnahagsmalin og horfurnar framundan

Fjdrmalarddstefna sveitarfélaga Asgeir J6nsson
Hilton Reykjavik Nordica 10. oktéber 2024 Sedlabankastjori

Island i dag
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Island — land hagvaxtarins

Landsframleidsla’ Landsframleidsla @ mann, rédun slands medal OECD landa
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Land launahazkkana og vaxandi kaupmattar ...
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... 0g land mikillar atvinnu

Folk & vinnufeerum aldri’ Avinna og laus storf? Skrad atvinnuleysi®

Breyting fra fyrra ari (%)

N - %
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En einnig — land penslu og verdbdlgu

. P
Alpjédleg verdbolga Framlag orkuverds til verdbolgu

12 12 manada breyting (%) 4 Présentur
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Folksfjolgun og launahakkanir hafa kynt undir eftirspurn
eftir husnadi

Husnaedisverd! T, e s B
Fj6ldi ibuda & sélu og medalsélutimi & landinu &llu’

12 méanada breyting (%) Hlutfall (%) L
40 100 Fj6ldi (pus.) Manudir
5,0 7
o . . L. . = Nybyggingar & hofudborgarsvaedinu
35 l’buaavera alandinu dllu (V. as) 90 4,5 Adrar ibadir & hofudborgarsveedinu
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Selt yfir auglystu sluverdi (h. as) ===Medalsélutimi & landinu 6llu (h. as)
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Greidslubyrdi heimila pyngist en eiginfjarstada
beirra hefur styrkst ad miklum mun

Hlutfall vaxtagjalda vegna ibiidalana af Eiginfjarhlutfall heimila' *
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Stefna Sedlabankans

Numer 1: Pétt peningalegt adhald til pess ad kala
hagkerfid og na verdbolgu aftur i markmid

Meginvextir (7 daga bundin innlan) Raunvextir Sedlabankans i kjolfar vaxtaakvardana
n % peningastefnunefndar’
%
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Numer 2: Beiting pjédhagsvarudartekja — koma i veg
fyrir [anabdlu og tryggja stodugleika i greidslujofnudi

Véru- og pjénustujofnudur! Gengi islensku krénunnar

% af VLF
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Dregid hefur ur verdbdlgu og ef husnadi er tekid ut fyrir
sviga er hun nalaegt markmidi

- Verdbdlga var 5,4% i september en 2,8% an husnzedis

Verdbdlga 4 ymsa maelikvarda Innlend og innflutt verdbdlga Undirlidir verdbdlgu
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Meginvandinn: Verdbdlguveaentingar umfram
verdbodlgumarkmid en paer fara samt leekkandi

Verdbdlgualag 4 skuldabréfamarkadi’ Fravik eins ars verdbolguvaentinga fra verdbdlgumarkmidi?
% Présentur
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Engin |[anabdla pratt fyrir efnahagslegan uppgang og
haekkun fasteignaverds

Skuldir heimila sem hlutfall af radstofunartekjum’ Skuldir fyrirtaekja sem hlutfall af landsframleidslu
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Folki fjolgar i byggingar- og mannvirkjageiranum og

frambod mun halda afram ad vaxa

Fjoldi starfandi i byggingastarfsemi og mannvirkjagerd

12 manada breyting (%)
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Litid til framtidar

Monetary Policy Committee Report to Parliament

6.000 Fjoldi ibuda

5.000

4.000

3.000

2.000

1.000

2.920

2006
2007
2008
2009
2010

4.998

2.870

o0
o
=]

1.174

Nyjar fullbunar ibudir a landinu 6llu?

B Spa Husnaedis- og mannvirkjastofnunar
Aztlun Sedlabankans
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Litid til framtidar ...

* Frd 2020 hefur landsframleidsla vaxid um 20% a0 raunvirdi — samhlida
hefur folki fjolgad um 8% a vinnumarkadi

* Sidustu ar hafa verid miklir uppgangstimar & islandi

* Sedlabankinn hefur fengid pad verkefni ad vidhalda stodugleika — og beitt
badi peningastefnu og pjodhagsvarudartaekjum

e betta eru bitur medul

* pad hillir undir drangur — ad vid getum nad fram mjukri lendingu og komist
i verdbodlgumarkmid an kreppu, vidskiptahalla eda fjarhagsvandrada

* Gangi petta eftir laekka vextir

Litid til framtidar ...

» A sidustu drum hafa opnast nyir méguleikar til fiarmégnunar
fasteignakaupa a nafnvaxtakjorum

* Lan a nafnvaxtakjorum hafa varid heimili landsins fyrir verdbdlgu ad
einhverju marki og aukid bit peningastefnunnar

* pessum breytingum parf ad fylgja eftir til ad tryggja stoduga og hagsteda
fjarmognun fyrir heimili landsins til lengri tima

* pad sem vantar nu er ad huga betur ad frambodshlidinni og tryggja
hdsnaedi til samraemis vid parfir pjédarinnar
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Takk fyrir
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SEDLABANKI ISLANDS

Vextir Sedlabankans

- vita bitlausir eda allt ad kaefa?

Erindi um akvérdun PSN og forsendur hennar Rannveig Sigurdardottir
Samidn 10. oktéber 2024 Varasedlabankastjori peningastefnu

Efnahagsumsvif

Monetary Policy Committee Report to Parliament 56



Yavs

Hratt dré ur hagvexti i fyrra og samdrattur maelista H1 i ar

* Hratt dré ar hagvexti er leid 4 2023: var 8% a H1/23 en kominn i 1,5% a F4

¢ Nyir PHR syna 1,9% samdratt & H1 i &r — neikvaed ahrif minni birgdaséfnunar vega pungt i samdraettinum ...
¢ ... og framlag utanrikisvidskipta til hagvaxtar toluvert lakara en gert var rad fyrir i 4gustspa Sedlabankans

* Neysla og fjarfesting jokst hins vegar meira en spad var

bjédhagsreikningar 1H 2024
Hagvéxtur og framlag undirlida®
1. 4rsfj. 2020 - 2. 4rsfj. 2024

Breyting fra fyrra ari (%)

Breyting frd fyrra 4ri (%)

777777777777777777777777777777777777777777777777777777777777777777 5
4
3
2
1
0
-1
-2
-3
Einka- Sam-  Fjar- Neysla Birgda- pjodar- Ut- Inn- VLF
1.61.20 3.61.20 1.].'21 3.f.'21 1..'22 3.fi.'22 1./.'23 3.f.'23 1.f.'24 neysla neysla fest. ogfjar- br. utgl.  flutn.  flutn.
festing
- Fidgrmunamyndun B
m Hagstofa Islands m PM 2024/3
== Birgdabreytingar = Utanrikisvidskipti VLF

Heimildir: Hagstofa {slands, Sedlabanki {slands.

6 4 milli samtdlu framlags undirlia og vegna kedjutengingar bj63hagsreikning:

gstofa fslands, Sedlabanki fslands,

Hagvaxtarhorfur verri i agust en mai

 Agustspa Sedlabankans gerir rad fyrir 0,5% hagvexti i ar — 0,6 pr. minni véxtur en spad i mai ...
e ..lakari horfur i ferdapjénustu vega pyngst
¢ Samkvaemt spanni eykst hagvoxtur aftur a naesta ari og verdur komin i 2%% arid 2026 — litillega haegari voxtur en spad var i maf

Hagvoxtur og framlag undirlida 2015-20261

Breyting frd fyrra ari (%)

2023

2024

2025

2026

-10 ¢ T T T T T T T T T T T ]
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

MM Einkaneysla mmSamneysla Fjdrmunamyndun mmBirgdabreytingar WM Utanrikisvidskipti VLF

abankans 2024-2026. Brotalina synir spa PM 2024/2.

a Islands, Sedlabanki Islands.
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Haegt hefur a fjolgun starfa og atvinnuleysi pokast upp

* Haegt hefur a fjdlgun launafdlks 4 stadgreidsluskrd og hlutfall lausra starfa og fjolda atvinnulausra hefur laekkad
« Storfum hefur fjolgad einna mest i byggingastarfsemi fra pvi fyrir farsottina eda um teeplega fjérdung
e Atvinnuleysi er enn litid en hefur pokast upp fra midju sidasta ari

Avinna og laus storf Fjoldi starfandi i véldum Atvinnuleysi®
1. arsf]. 2019 - 2. arsfj. 2024 atvinnugreinumz Jantar 2018 - 4gust 2024
Jantiar 2019 - 4gtist 2024
Breyting fra fyrra ari (%) Hutfall Visitala, 2019 = 100 %
18 130 12
8 16 43
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6 02 .
4 12 8
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2 1.0
« 90 6
0 = 0.8
v N/ 5
-2 0.6 4
-4 0.4 20
2
% 0.2 50
8 T T T . T 0.0 50 - 0
1619 1620 16721 1.f.22 1.f.23 Lf.'24 2019MO1 2020M1 2021M1 2022M1 2023M1 2024M1 2018 2019 2020 2021 2022 2023 2024
X . P —Alls ——Framleidsla —Byggingastarfsemi
——Launafélk skv. stadgreidsluskré (v. as —Atvif i Skrd i i
g v. &) i —Verslun Uppl. og fiarsk.  ——Opinber pjénusta gtvinpuley) SkE80,atvinnyleys!
—Hlutfall lausra starfa og fj6lda atvinnulausra (h. as) —-Ferﬂabjénusla —Sjavaratvegur
1. Launafélk 4 aldrinum 16-74 dra samkvaemt tolum ur stadgreidsluskra rikisskattstjéra. Laus storf skv. fyrirtzekjakénnun Hagstofu slands og fildi innumar 5nnun sému stofnunar. Hlutfall lausra starfa og
fidlda atvinnulausra er rstidarleidrétt. 2. Launafdlk skv. stadgreidsluskré rikisskattstjora. Arstidarleidréttar tolur. 3. briggja manada hreyfanlegt medaltal arstidarleidréttra talna.
Heimildir: Hagstofa fslands, Vinnumalastofnun, Sedlabanki islands.

Enn mikil eftirspurn eftir vinnuafli i byggingastarfsemi

« Afram er toluvert dlag 4 framleidslupattum i byggingastarfsemi og minna hefur dregid ur pvi en i 6drum atvinnugreinum
* Um 84% fyrirtaekja i byggingastarfsemi og veitum starfa vid fulla framleidslugetu samanborid vid 47% fyrirtaekja i heild

¢ Um 56% fyrirtaekja i byggingastarfsemi og veitum skortir starfsfélk samanborid vid 24% fyrirteekja i heild

* Munur & hlutfalli fyrirteekja sem vilja fjdlga starfsfélki og beim sem vilja faekka pvi jakvaedur um 18 pr. i byggingastarfsemi

" : 2 v i Fyrirtaeki sem vilja fj6lga starfsfélki umfram
Fyrirteeki sem telja ad skortur sé 4 starfsfélki' : o , n 4 e g .
Fyrirtaeki i vanda med ad maeta 6vaentri bau sem vilja faekka pvi 4 naestu 6 manudum
Hiutfall fyrirteekja (%) eftirspurn’
Hlutfall fyrirteekja (%)
Hlutfall fyrirtaekja (%)
6l fyrirtaeki Ollfyrlrtaekl
60 < 6ll fyrirtaeki
Vmis sérhaefd 50 18nadur og Vi sérhaefd _— 75 "~ I8nadurog 60
o i I : Yrmis sérheefd 2 18nadur o
pjénusta 40 framleidsla pjénusta = ramleidsla 40 B
biénusta framleidsla
Fiemiios Fjarmala- og
L tryggingastarfsem Verslun e
tryggingastarfse Verslun . Fjarméla- og Versl
i ® . ‘erslun
mi tryggingastarfsemi
Byggingastarfsemi e ¥ o
o = e Sjavaratvegur . \
Byggingastarfse P, og veitur SRS e Byggingastarfsemi P
mi og veitur bjavarutieet = e Sjavardtvegur
Samgdngur,
Samgongun) flutningar og Samgongur,
flutningar og ferdapjonusta flutningar og
T —Sept. 2024 ferdapjénusta
ferdapjénusta j .
—Sept. 2024 sepbi202
—Sept. 2023 —Sept. 2023
—Sept. 2023 .
2 * Ségulegt medaltal * Sogulegt medaltal
* Sogulegt medaltal
1. Launafélk & aldrinum 16-74 dra télum dr i 5 riki 6ra. Laus storf skv. fyrirtaekjakonnun Hagstofu fslands og fjsldi sému stofnunar. Hlutfall lausra starfa og

fjélda atvinnulausra er arstidarleidrétt. 2. Launafolk skv. s(adgreldsluskra rikisskattstjora. Arstiarleidréttar télur. 3. Priggja manada hreyfanlegt medaltal érstidarleidréttra talna.
Heimildir: Hagstofa fslands, Vinnumalastofnun, Sedlabanki fslands.
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Verdbolga

Verdbdlga hjadnar en er enn mikil

* Verdbdlga komin i 5,4% i sept. og ekki verid minni sidan i des. 2021 ... minnkar um 0,9 pr. sidan i juli — hluti vegna einskiptisadgerda
* An hasnaedis minnkadi verdbélga enn meira og er komin i 2,8% og hefur minnkad um 1,4 pr. sidan i jali
* Hjodnun a tiltolulega breidum grunni (fyrir utan husnaedislid) og undirliggjandi verdbdlga minnkar um 0,4 pr. i 4,8%

Verdbolga & ymsa maelikvardat Undirligir VNV2 Umfang verdhaekkana?
Jandar 2019 - september 2024 Janar 2019 - september 2024 JanGar 2020 - september 2024
12 manada breyting (%) 12 manada breyting (%) Hlutfall undirlida (%)
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—vnv ——VNV 4n hasnzdis —innlendar véruralls ——Innfluttar vérur alls —Vegit hlutfall sem haekkar meira en 7,5% mill ara
Samraemd neysluverdvisitala =—Undirliggjandi verdbslga Dagvara =—bjénusta ——Ovegid hlutfall sem heekkar meira en 7,5% milli ra
Verdbslgumarkmid Hisnaedi

ndiverdbdlga er
altal, kvikt pattal
id hlutfall af neyslukorfu VNV sem h
tofa Islands, Sedlabanki Island:

eiflukenndra matvérulida, opinberrar pjénu

2024 er kjarnavisitala 2 notud bar sem kjarnavi

edilegum maeliki

jaltal af
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Alpjodleg verdbodlga heldur afram ad hjadna ...

e Verd 4 oliu og annarri hrdvoru hefur laekkad aftur pratt fyrir haekkun flutningskostnadar — auknar ahyggjur af alpjédahorfum
¢ Alpjodleg verdbdlga komin nidur i 2,1% ad medaltali ... undirliggjandi komin i 2,7% og ekki verid minni sidan i okt. 2021
¢ Miklar sveiflur i orkuverdi vega pungt i aukningu og hjédnun alpjédlegrar verdbdlgu ... en hafa litil hrif hér & landi

Hravéruverd og flutningskostnadur! Verdbdlga i helstu vidskiptaldndum? Framlag orkuverds til verdbélgu?
JanGar 2019 - oktéber 2024 Jandar 2019 - agust 2024 Janudar 2019 - 4gast 2024
Visitala, jan. 2020 = 100 Visitala, jan. 2020 = 100 12 ménada breyting (%) Présentur
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/ 5
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2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024
il sibel s atkaoli(ss) —Meaeld ——Undirliggjandi —island ——Evrusvaedid
——Hravara an orkugjafa (v. 4s)
e e L Hin Nordurléndin —Helstu vidskiptalond
1. Brent verd & hraoliu. Verdvisitala er Freightos Global Container Index. altal manada. Gogr og med 4. oktéber 2024. 2. Undirlig di verdbolga maeld ser 3bdlga an orkuve
(dnor erds og ska idad vid fasta vexti). A n Sedlabankans fyrir juli 2024. 3. Framlag rafmagns, ga: nnarra orkugjafa i husna visitélu neysluve

... eninnlendur verdbdlguprystingur vegur @ moti ...

¢ Haegt hefur & drshaekkun launa pétt hun sé enn toluverd eda 6,6% m.v. launavisitolu
* Arshakkun husnaedisverds var 10,8% i 4gust og minnkadi litillega fra juli og medalsélutimi lengist aftur eftir styttingu i vor
* Gengi ISK lzekkadi um 1,8% i dgust en su laekkun hefur gengid til baka: er ni 2% haerra en i agust og 1% haerra en i byrjun ars

Laun Husnaedisverd og medalsélutimi® Gengi krénunnar?
1. arsfj. 2018 - 2. arsfj. 2024 Jandar 2021 - 4gust 2024 2. januar 2019 - 4. oktdber 2024
Breyting fra fyrra ari (%) 12 ménada breyting (%) Manusir (6fugur 4s) Visitala
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—launavisitala —ibudaverd 4 landinusllu  ——Medalsslutimi (h. 4s) — ViBskiptavegin gengisvisitala

——Visitala heildarlauna

Kaupmattur launavisitslu (m.v. VNV)

4 kaupsamningum sl. manadar. Mealsblutimi 4 landinu llu. 2. Verd erlendra gjaldmidla { krénum (bréng vidskiptavog

ofnun, Sedlabanki Island
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... 0g verdbodlguvantingar eru enn yfir markmidi

* Verdbdlguvaentingar til medallangs og langs tima hafa haldist i kringum 3%-4% i riflega tvo ar
¢ Skemmri tima vaentingar hafa hins vegar laekkad en eru enn nokkru yfir markmidi og sambaerilegum vaentingum i 68rum lI6ndum
¢ Kjolfesta verdbdlguvaentinga haldid misvel

Verdb.vaentingar heimila og fyrirtaekja® Verdbdlguveentingar markadsadila? Fravik 1-ars verdbolguvaentinga d
1. drsfj. 2018 - 3. drsfj. 2024 L arsfl 20885 Hrefl. 2024 markadi fré verdbsélgumarkmidi?
% % Présentur

8 8 2,0

7 7 15

6 6

1,0
o 5

2} 2 -0,5
1 1 -1,0
0o ———————————— 0 15—
2018 2019 2020 2021 2022 2023 2024 2018 2019 2020 2021 2022 2023 2024 fSL AST NOR BRE BNA NYS KOR KAN DAN JAP EUR SVI SVi
—Heimili- 2 4r ~—Heimili - 5 ar —1érs —24ra
Fyrirtaeki - 2 4r —Fyrirtaeki - 5 ar 5ara —10 ara
Verdbolgumarkmid Verdbslgumarkmid
a i konnun Se s & v ar (p.e. i 4guist 2025 3, arsfj. 2025) nema fyrir Danmork sem synir vaenta
2025.3 jItal manada
tiv Datastrear

Verdbadlga hjadnadi meira a F3 en spad var i agust

e Verdbdlga var 5,9% & F3 en i 4gust var spad ad hun yrdi 6,3% — hradari hjédnun tengist m.a. vanmati 4 dhrifum einskiptisadgerda
¢ Préunin hins vegar i takt vid spa DYNIMO-likans bankans og bendir til pess ad verdbdlga verdi minni & naestunni en spad var i 4gust
« Qvissa tengd medhondlun breytingar a skattlagningu bifreidanotkunar — en hefur ekki hrif a undirliggjandi verdbdlgupréun

Verdbélguspa til skemmri timat Verdbolguspé og dvissumat Ahrif breytingar & skattlagningu bifreida
4. arsfj. 2023 - 4. arsfj. 2024 1. arsfj. 2018 - 3. arsfj. 2027 a’ ver6|ag Og 12‘ménaaa Ver5b6|gu2
Breyting fra fyrra ri (%) Breyting fra fyrra ari (%) Visitala neysluverds
12 108
8,0 106
10 104
75 102
7,0 8 100
98
6,5 jan.24  jal.24  jan.25 jal.25 jan.26  jul. 26
6
6,0
Spd PM 12-manada verdbolga (%)
55 4 2024/2 4
3
5,0 I\
2 BN 2 \ /
4,5 1
40 : : : r \ 0 — — o
4.6.23  1.f.'24 2.f.24  3.f.'24  4.f."24 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 jan.24  jal.24 jan.25 jal.25 jan.26  jdl.26
—Grunnspa PM 2024/3 ~——DYNIMO-likanid ——PM 2024/3 B 50% likindabil
— WeBatal skammtimaliana e e = =PM2024/2 = 75% likindabil —Vwv =YW andleiEElinD
——Verdbslgumarkmig 90% likindabil

ammtima verdbolgy
) afram um b

DYNIMO) og medaltals 5 t&

1 mill 4ra) fram til jandar 2025 b

daemi par sem
burdar synir myndin

pér. 2. Myndin synir
0,2% milli manada. Til s,

metinna verdbolgulikana sem bankinn notar vid ad g

6ti kemur 1% laekkun visitolunnar en sidan haekkar visit;

1. Samanburdur

4 grunnspd
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Peningastefnan

Raunvextir ekki haarri sidan 2009

e Raunvextir midad vid medaltal mismunandi malikvarda a verdbdlgu haekkudu hratt i fyrra og 4 pessu ari ...
e .. ogvoru4,2% i byrjun oktéber - en 3,4% midad vid tolf manada verdbdlgu
* Skammtimavaxtamunur vid Utlond minnkadi eftir sidustu akvordun PSN en hafdi aukist eftir leekkun vaxta erlendis ad undanfornu

Raunvextir Sedlabankans i kjolfar vaxtadkvardana Skammtimavaxtamunur®

peningastefnunefndarl 2. jantar 2019 - 4. oktéber 2024

27. jandar 2010 - 4. oktéber 2024 Présentur
10 G
5 7
6 6
a 5
2 M /f 4

i ; \ 3
oV
2 2
- 1
6 0 - - - - -

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024
—Meginvextir Sedlabankans’
; e ; ; ; e gnvart gnvart
m.y. 4 og ingum
——Raunvextir m.v. télf manada vergbolgu
Fram til mai 2014 er midad vid medaltal innldnsvaxta og hamarksvaxta & innstaedubréfum me 8 daga binditima sem meginvexti bankans en vex daga bundinna innlana fra peim tima. 2. Fram ebr 2012 er midad vid
2 manada verdbdlgu rdbolguvaentingar fyrirta til eins & erd heimila til eins érs, verdbolguélag a fjarmalamarkadi til el irs og spa Sedlabankans um arsverdbolgu eftir fjc rsfjordunga. Fra mars 20 T
einnig midad vid verdbolguvantingar markadsadila til eins ars samkva gri kénnun Sedlabankans. 3. Vaxtamunur midad vi priggja ménada millibankavexti
{eimildir: Gallup, Refinitiv Datastrearr agstofa [slands, Sedlabanki [slands.
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Aukin atlan til fyrirteekja

e Voxtur utlana til heimila hefur verid fremur stodugur ad undanférnu
e Voxtur utlana til fyrirtaekja hefur aukist eftir pvi sem [idid hefur & arid ...
e ... skyrist ad mestu af lanum til fasteignafélaga og byggingageirans

Utlén lanakerfis! Utlan lanakerfis til atvinnufyrirtaekja?
Jandar 2018 - 4gust 2024 Januar 2021 - dgust 2024

Breyting fra fyrra ari (%) Breyting fra fyrra ari (%)

20
15 15
10 10
5

0l 1 o Av/\ /\

5
10 -10
2018 2019 2020 2021 2022 2023 2024 2021 2022 2023 2024
m—Fiskveidar og idnadur = Byggingageiri
il . tarastor Verslun Samgongur og flutningar
e S Lol = bj6nusta s Fasteignafélog
m— Annad Utlanastofn
Utlanastofn & féstu gengi'
1. Leidrétt fyrir endurflokkun og skuldalaekkunaradgerdum stjérnvalda. An tléna til innlansstofnanna, fallinna fjérmalafyrirtzeka of rikissjéds. 2. Stofn Gtléna i erlendum gjaldeyri er reiknadur migad via visitolu medalgengis { dli
2024
Heimild: Sedlabanki fslands

Mikil asokn i verdtryggd lan

e Eftirspurn eftir verdtryggdum ibudaldnum tok ad aukast a sidasta ari ...
e Verdtryggd Ian nu 58% af stofni ibudaldna ...

e .. 0janudar 2020 var teeplega 70% utlanastofnsins verdtryggdur

Tegund fasteignaldna til neytenda! Tegund nyrra fasteignalanatil neytendat
Jandar 2020 - gust 2024 Jandar 2020 - jili 2024

:; II"IIIIIIIIIIIIIIIIIIIIIIMIIII“"II

30 i 1
I
I
I

0
© o © © = = = o N N N N m om o om wmow %% S 9 9 © = 9 09 99 9§ 8 &8 o8 @M om omowow %
8§ 8 8§ 8 8 8 8 8§ § 8 8 8 8 4 3838 & 3 3 & § 8 &8 8§ 8§ § 8 8 § 8 &8 & & & o & & ¥
I B - I - = ¥ 2 £ ¢ % o2 2 08 ¥ 2 oLgooYozoE oo
s § % % = 5§ 2 3% s § 2 % 8 § 2 38 s 75 = s 88 % % s § % % s § 2 s s § 2 % s § 3
B Verdtryggt og breytilegir vextir W Verdtryggt og fastir vextir m Verftryggt og breytilegir vextir = Verftryggt og fastir vextir
Overbtrygst og breytilegir vextir m Gverftrygst og fastir vextir
Overdtryggt og breytilegir vextir m Overdtryggt og fastir vextir
1. Hlutfallsleg skipting fasteignalana KMB og HMS til neytenda eftir tegundum. Fra dgiist 2020 na télur einnig til staerstu lifeyrissjéda
Heimild
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Endurskodun vaxta overdtryggdra lana

e Vextir 4 um 13% (350 ma.kr.) dverdtryggdra ibudaldna koma til endurskodunar til loka naesta ar

¢ Neer til um 10-11% heimila (15 pusund heimili)

e Ad medaltali 74% af heildarfasteignalanum pessara heimila — ad medaltali 23 m.kr. & hvert heimili
¢ Um 90% pessara heimila eru med vedsetningarhlutfall undir 70%

Endurskodun vaxta og hlutfall af heildarlanum

Makr.
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700 < Um 13% af

600 g heildarfjarhaed

ibudalana
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400 [ \

300 8 -
<3 n

200 o

3.7%
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Breytilegir Breytilegir 2024 H2 2025H1  2025H2 2026 H1 2026 H2 2027H1  2027H2 2028 H1 2028 H2 2029 H1 2029 H2 Fastir 4t

ldnstimann
M Fjarhaed, verdtryggd lan W Fjarhaed, dverdtryggd lan

Heimild: Selabanki fslands

Takk fyrir
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VISBENDING ..

VIKURIT UM VIDSKIPTI, EFNAHAGSMAL OG NYSKOPUN

38. thl. « 42. arg.
— visbending.is

Asgerdur Osk Pétursdottir
lektor i hagfraedi
vid Haskolann i Bath

eningastefnunefnd dkvad 4 sidasta
Pfundi sinum ad leekka vexti um 0,25

prosentur. Meginvextir bankans eru
pvi nt 9%. Sem fyrr raeddi nefndin framvindu
efnahagsmala, verdbolguhorfur og mat a
naudsynlegu taumhaldi peningastefnunnar.
[ yfirlysingum nefndarinnar fra mai og agtist
sl. kom fram ad adhaldid veeri talid heaefilegt til
ad na verdbolgu i markmid innan aseettanlegs
tima. Nefndin mat pad svo ad taumhaldid
hefdi aukist fra peim fundum og midad vid
horfur veeri liklegt ad pad myndi halda afram
ad vaxa. Mat 4 naudsynlegu taumhaldi haf6i
ekki breyst og pvi var akvedid ad leekka nafn-
styrivexti svo pad myndi ekki aukast um of &
milli funda. Akvérdunin um nafnvaxtalaekkun
snérist pvi um ad vidhalda raunstyrivaxtastigi.
Ad gefnum fyrri yfirlysingum nefndarinnar
hefdi pessi adlogun a nafnstyrivoxtum pvi ekki
att ad koma 4 6vart.
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Raunstyrivextir

Raunstyrivextir

Taumbhald peningastefnunnar visar til
raunvaxtastigs Sedlabankans. I fundar-
gerdum nefndarinnar ma finna mat &
raunstyrivoxtum, sett fram sem medaltal
sex mismunandi meelikvarda 4 verdbolgu

og verdbélguvaentingar til eins ars. I medal-
talsmeelikvardanum eru raunvextir midadir
vid: verdbolguveentingar fyrirtekja, heimila,
markadsadila og verdbélgualag 4 fjarmala-
markadi, allt til eins ars, asamt arsverdbdlgu
og spa Sedlabankans um verdboélgu eftir fjéra
arsfjordunga.

Medaltalsmeelikvardinn dregur ur sveiflum
sem geta einkennt einstaka undirlidi og gefur
visbendingu um préun taumhaldsins. Hann
er pvi gagnlegur til ad bera saman raunstyri-
vexti 4 mismunandi timapunktum. Hins vegar
hefur medaltalsmaelikvardinn einnig sina
annmarka. Uppfaerdar meelingar 4 raunvoxt-
um byggdum a kénnunum og a verdbdlguspa
Sedlabankans eru ekki birtar fyrir hvern fund.
Einnig geta nefndarmenn haft skodanir 4 eins-
taka meelikvordum medaltalsins og gefid peim
mismikid veegi. Peir geta pvi haft sina eigin
skodun 4 undirliggjandi raunvéxtum.

<« Peningastefnunefnd sem akvad ad
laekka meginvexti ur 9,25% i 9,0% & sidasta
fundi sinum: Asgerdur Osk Pétursdattir,
Témas Brynjolfsson, Herdis Steingrims-
déttir, Asgeir Jonsson, formadur og Rann-
veig Sigurdardéttir stadgengill formanns.
Mynd: Sedlabanki islands

Mat & taumhaldi

A mynd 1 sést préun raunvaxta Sedlabank-
ans. Blaa linan synir raunvexti midad vid
arsverdbolgu og rauda linan midad vid
medaltalsmeelikvardann. Pegar peninga-
stefnunefnd kom saman 1 addraganda
vaxtadkvordunar i byrjun oktéber voru
raunvextir Sedlabankans 4,4% midad vid of-
angreint medaltal.! { kjolfar vaxtadkvordunar
i agust 2023 pegar meginvextir bankans voru
faerdir upp 1 9,25% voru raunvextir & pann
meelikvarda metnir 2,6%. Taumhaldid hafdi
pvi aukist jafnt og pétt pratt fyrir dbreytta
nafnstyrivexti.

Skyggda svaedid & mynd 1 synir bil heestu
og laegstu raunvaxta sem liggja til grundvall-
ar medaltalsins. T lok september hafdi bilid
breikkad og meeldist 4,4 présentur. Munur &
raunvéxtum metnum ut fra verdbélgualagi
4 fjarmalamarkadi og verdbolguveentingum
heimila til eins ars skyrir petta stéra bil.

Verdbdlguveentingar heimila

Sidasta konnun a verdbdlguveentingum
heimila f6r fram fyrri hluta september. Verd-
boélguvaentingar peirra til eins ars jukust pa
og foru tr 6% upp 1 7%. Raunvextir 4 pennan
maelikvarda voru pvi 2,1% i lok september.

Rannsoknir syna ad verdbdlguvaentingar
heimilanna métast oft af nyjustu verd-
bélgumeelingum. Hin almenna umraeda,

t.d. um hvort verdbolga sé mikil, hafi verid

ad aukast eda hjadna hefur jafnframt ahrif

a verdbdlguveentingar peirra. Breytingar 4
bensin- og matvoruverdi geta einnig drifid
veentingarmyndun heimilanna, sérstaklega
til skemmri tima 1itid. Petta eru vorur sem
heimilin kaupa reglulega. Pau eru pvi morg
medvitud um verdpréun peirra og verd-
breytingar i pessum voruflokkum geta pannig
haft dhrif &4 verdbdlguveentingar.?

Meeld verdbdlga fér ur 5,8% 1 juni upp
16,3% 1 juli og 6,0% 1 agust. Pad er ekki
ovenjulegt ad hun sveiflist { hjodnunarferl-
inu, sérstaklega 1 kjolfar langvarandi mikillar
verdbolgu. bvi horfir peningastefnunefnd
ekki 4 einstakar meelingar, heldur einbeit-
ir sér almennt ad mati a undirliggjandi
verdbolguprystingi og -horfum. Hins vegar
ma buast vid ad pessar sveiflur, umreedan i
kringum paer og pbad sem heimilin geetu pvi
aeetlad sem aukningu verdbodlgu, hafi ytt und-
ir veentingar peirra. Heekkun 4 matvoruverdi
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Mynd 1

Raunvextir Sedlabankans i kjolfar vaxtadkvardana peningastefnunefndar?

X

22. mai 2014 - 27. september 2024

o B»r N W A~ 00O N

2014 2015 2016 2017

——Raunvextir m.v. t6lf manada verdbolgu

2018 2019 2020

1. Raunvextir midad vid meginvexti Sedlabankans sem eru vextir 7 daga bundinna innlana.

Heimildir: Gallup, Hagstofa islands, Sedlabanki Islands

atti sinn patt { verdbolgutolu julimanadar og
geeti pvi einnig hafa haft dhrif 4 veentingar-
myndun heimilanna.

Verdboélga minnkadi i september og
meeldist 5,4%. Samkvaemt skammtima-
verdbolguspa ma buast vid aframhaldandi
hjodnun fram ad naestu veentingarkdnnun.?
AJ pvi gefnu ad verdbolguvaentingar heim-
ilanna préist i takt vid maelda verdbdlgu,
ma pvi einnig gera rad fyrir ad peer muni
hjadna. Pekkt er ad verdbolguveentingar
heimila eru jafnan heerri en veentingar 4 adra
meelikvarda. P6 ma gera rad fyrir ad sidasta
gildi upp & 7% sé fravik. bvi gaf ég bessum
meelikvarda minna veegi vid mitt mat &
undirliggjandi raunstyrivoxtum. Ef veentingar
peirra haldast hins vegar a pessu stigi parf ad
endurskoda pad mat.

Verdbdlgudlag & fjarmdlamarkadi

A hinum endanum voru raunvextir midad
vid verdbodlgualag a fjarmalamarkadi til eins
ars. Peir meeldust 6,5% vid upphaf fundar
peningastefnunefndar og h6fdu aukist um
1,1 présentu fra agustakvorduninni. Eins
og nyleg rannséknarritgerd Sedlabankans*
utlistar, parf ad fara varlega i tilkun verd-
bélguveentinga ut fra verdbolgualaginu par
sem pad inniheldur einnig aheettupéknanir
fjarfesta vegna verdbolgu- og seljanleikaa-
heettu.

P6 ma gera rad fyrir ad alla vega hluti
aukningar raunvaxta 4 pennan maelikvarda
sé vegna hjédnunar verdbodlguveentinga.
Meeld verdbolga minnkadi nokkud 4 milli
agust og oktéberfunda nefndarinnar. Fjar-
malamarkadir eru einnig framsynni heldur
en heimilin. Greiningaradilar biast vid
aframhaldandi hj6dnun verdbdlgu auk pess
sem fjarmalamarkadir virdast gera rad fyrir
ad veent afnam eldsneytisgjalds muni leida til
leekkunar visitdlu neysluverds.

Raunvextir midad vid arsverdbdlgu
Raunvextir midad vid arsverdbolgu jukust
ar 2,8% upp 1 3,7% a milli 4gust og oktober

Mynd2 Ahrif einskiptislida

2,7% 108

107
2,5%

106
2,3% 105
2,1% 104

103
1,9%

102
1,7% 101
1,5% 100

1 4 7 101316192225283134

Verdbolga (vinstri 4s) em\/NV (haegri 4s)

funda peningastefnunefndar. Hluti af
hjodnun meeldrar verdbdlgu var vegna
nidurfellingu haskélagjalda og afnams gjalda
fyrir skdlamaltidir. Petta eru einskiptislidir
tilkomnir vegna akvardana stjornvalda. Peir
leida p6 einungis til leegra verdbolgustigs
eitt ar eins og deemid hér fyrir nedan synir.
bvi parf ad fara varlega 1 ad meta undirliggj-
andi raunvexti midad vid arsverdbdlgu pegar
hluti hjédnunarinnar er adeins timabundinn.

Ahrif einskiptislida & verdbélgu

Gerum rag fyrir ad vid séum 1 hagkerfi par
sem manadarhaekkun visitolu neysluverds
(VNV) er 0,206% sem samsvarar 2,5% ars-
verdbolgumarkmidinu. Manudinn sem skdla-
maltidir eru gerdar gjaldfrjalsar leekkar VNV
um 0,26% sem pydir ad arsverdbolga hjadnar
nidur i 2%. Eftir pad heldur manadartaktur
VNV afram med 0,206% hzekkun. Blaa linan a
mynd 2 synir pessa préun VNV.

Verdboélga meelir 12 manada breytingu
VNV. 12 ménudi er bvi verid ad bera saman
VNV par sem skélamaltidir eru gjaldfrjalsar
vid VNV begar heimilin purftu ad borga fyrir
peer. Pessi samanburdur leidir pvi til hj6don-
unar verdbolgu nidur i 2% i 12 manudi. Eftir
a0 pessi grunnahrif hverfa pa feerist verd-

2021 2022 2023 2024

——Raunvextir m.v. mismunandi meelikvarda a verdbdlgu og verdbolguvaentingum

bélga aftur upp 1 2,5%. Appelsinugula linan a4
mynd 2 synir bessa pbréun verdbélgu.

Til ad einskiptislidir leidi ekki bara
timabundid til minni verdbdlgu parf afnam
gjaldanna ad leida til hjsdnunar undirliggj-
andi verdbdlgu og pvi hafa ahrif 4 afram-
haldandi manadartakt VNV. Tilfeerslur vegna
haskolagjalda og skélamaltida eru hins vegar
frekar til pess fallnar ad yta undir verdbélgu-
prysting. Aftur & méti getur leekkun verd-
bolguveentinga tilkomin vegna einskiptislid-
anna leitt til minni undirliggjandi prystings.

Lokaord

AJ 6llu saman vegnu mat ég pad svo ad
undirliggjandi raunstyrivextir hefdu aukist &
milli funda nefndarinnar. Hekkun verd-
tryggdra utlanavaxta bankanna auk almennt
heerri raunvaxta & markadi gefur til kynna
aukna leidni peningastefnunnar og stydur
vid pad ad taumhaldid hafi aukist. Par sem
verdbolga hefur verid pralat og enn er kraftur
til stadar { hagkerfinu eins og fram kom {
seinustu fundargerd peningastefnunefndar,
ba er hins vegar mikilveegt ad taka varfeerin
skref. Peningastefnunefnd mun sem fyrr
meta préun, horfur og naudsynlegt taumhald
peningastefnunnar & neesta fundi sinum. ¥

Fyrirvari:

Hoéfundur er ytri nefndarmadur i peninga-
stefnunefnd Sedlabanka islands. baer skodanir og
alyktanir sem koma fram i pessari grein purfa ekki
ad endurspegla vidhorf annarra nefndarmanna.

Tilvisanir
1. Raunvextir m.v. verdbélguveentingar markadsadila til eins ars

og verdbolguspéa Sedlabankans voru ekki uppfeerdar fyrir fundinn
i lok september/byrjun oktéber.

2. Sja t.a.m. Weber, M., D'Acunto, F., Gorodnichenko, Y., og
Coibion, O., (2022) “The Subjective Inflation Expectations of
Households and Firms: Measurement, Determinants, and
Implications,” Journal of Economic Perspectives, 36 (3), 157-184.
fyrir almenna yfirferd & rannséknum um verdbdlguveentingar
heimilanna

3. bessi grein var skrifud 4dur en verdbolgutala oktobermanadar
var birt.

4., bérarinn G. Pétursson (2024), “Extracting inflation expect-
ations and risk premia from the breakeven inflation rate in
Iceland,” Central Bank of Iceland Working Paper 97.
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SEDLABANKI ISLANDS

Rammi peningastefnunnar, horfur i efnahagsmalum og

novemberakvordunin

Kynning fyrir MBA-nemendur Rannveig Sigurdurdardottir
Haskdli islands 23. névember 2024 Varasedlabankastjori peningastefnu

é Peningastefnunefnd
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Verdbodlgumarkmid tekid upp i mars 2001

Yfirlysingin um verdbdlgumarkmidid - samkomulag milli
Sedlabankans og rikisstjérnar

Sedlabankanum gefid fullt sjalfstadi til ad beita peim teekjum
sem hann hefur yfir ad rdda til ad na verdbolgumarkmidinu

Verdbdlgumarkmidid skilgreint sem hakkun a visitélu
neysluverds @ 12 manudum, verdi ad jafnadi sem naest 2%4%

Viki verdbdlga meira en 1% présentu i hvora att ber bankanum ad gera
rikisstjorninni opinberlega grein fyrir asteedum pess, leidum til trbdta og
hve langan tima pad taki ad na verdbdlgumarkmidinu

Peningastefnunefnd

e Peningastefnunefnd —_— Stjérnaeki
peningastefnunefndar ]

e Fimm nefndarmenn - par af tveir

utanadkomandi
e Sjalfstaed dkvordunartaka
e Meirihluti reedur

e Yfirlysingar

¢ Fundargerdir

e Skyrslur til Alpingis
e Fundir med Alpingi

e Akvardanir um vexti

e Vidskipti vid lanastofnanir

¢ Bindiskylda

o Vidskipti 8 gjaldeyrismarkadi

o Vidskipti med verdbréf til ad nd markmidum
bankans um stdédugt verdlag

e Abyrgd - gagnseei —_

Akvardanir
mm peningastefnunefndar byggja &8  |————

e Verdbdlgumarkmidinu

e Vondudu mati a astandi og horfum i
efnahagsmalum
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Vaxtaakvoroun

o Stodumatsfundir hagfraedisvids sem
nefndarmenn geta setid

e Vikuna fyrir akvordun fa nefndarmenn mikid
magn af samantektum og minnisbl6dum med
umfjollun um dkvedin efni og samantekt a
nyjustu hagtdlum

= |. Undirblaningur —

= |l. Umraedur og akvordun

e Mat einstakra nefndarmanna

e Atkvaedagreidsla og nidurstada

¢ Yfirlysing samin

e Umraedur um meginskilabod og aherslur

II. Fundir PSN

o Umfjollun um st6du og horfur

* Kynning @ PM, umfjollun um meginspa og helstu ahaettupaetti
* Kynning @ rammagreinum PM

* Kynningar & stodunni i fjarmalakerfinu og & fjarmalamoérkudum
* Peningastefnan erlendis

o Aghaldsstig innlendrar peningastefnu

* Mat & voxtum ut fra fjolda peningastefnuregina

* Mat & jafnvaegisvoxtum og -gengi

* Vaxtaferlar spalikana

* Svidsmyndir med dlikum vaxtaferlum

* Mogulegar sérkynningar

Ur yfirlysingu PSN 20. névember 2024

— G

* Peningastefnunefnd Sedlabanka islands hefur
akvedid ad lekka vexti bankans um 0,5 prdsentur.
Meginvextir bankans, vextir 4 sj6 daga bundnum
innldnum, verda pvi 8,5%.

IV. Akvordunardagur og dagarnir 4 eftir R

o Akvérdun tilkynnt

e Fréttamannafundur:
¢ Kynning og mat & stodu og horfum i efnahagsmalum
e Spurningar og svor
o Vigtol ad fundi loknum

e Kynningar i fijarmalafyrirtaeekjum (og 68rum) 4 akvérdun
og mati a stédu og horfum

o Aframhaldandi vidtol, bladagreinar, tist og Kalkofninn

e Verdbolga hefur hjadnad undanfarid og meeldist 5,1%
i oktéber. Hjodnun verdbdlgu er & breidum grunni og
undirliggjandi verdbdlga hefur einnig minnkad. b3
hafa verdbdlguvaentingar almennt leekkad og
raunvextir pvi haekkad.

o Ahrifa pétts peningalegs taumhalds gaetir 4fram i
efnahagsumsvifum og haegt hefur & vexti innlendrar
eftirspurnar. Atvinnuleysi heldur 4fram ad pokast upp
og horfur eru & ad pad dragi Ur spennu i pjédarbuinu
pott pbad gerist haegar en adur var talid.

CON
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Horfur og framsyn leidsogn

e brdlat verdbdlga og verdbdlguvaentingar
yfir markmidi kalla p6 & varkarni. Afram
parf pvi ad vidhalda hafilegu adhaldsstigi
til pess ad koma verdbodlgu i markmid
innan asaettanlegs tima.

Framsyn leidsogn

e Métun peningastefnunnar naestu misseri
mun sem fyrr rddast af préun
efnahagsumesvifa, verdbdlgu og
verdbdlguvaentinga.
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/°/' Efnahagsumsvif

Pjodarbuskapurinn ad na jafnvaegi an hardrar
lendingar?

Hagvéxtur og framlag undirlida 2018-2027* Verdbdlguspa og évissumat
1. arsfj. 2018 - 4. arsfj. 2027
Breyting fra fyrra ari (%) Breyting fra fyrra ari (%)
12
]
8
10
6
, BN ’ 8 Spa PM
2024/3
g I ‘ v
0
—
=7 &
4 5
%
0
-8
-10 2 T T T T T T T T T T
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
. Einkaneysla = Samneysla Fjarmunamyndun ——PM 2024/4 — =PM 2024/3 ——Verdbslgumarkmid
mmBirgdabreytingar EnT A VIF W 50%likindabil W 75% likindabil 90% likindabil
| |
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Verulega hefur haegt a hagvexti hér a landi

* Hratt dré ur hagvexti er leid 4 2023: var 8% 4 H1/23 en 1,5% & F4 ... og 4 F1 i ar maeldist 3,5% arssamdrattur vegna lodnubrests
* Umsvif toku hins vegar vid sér 4 ny & F2 pegar VLF jokst um 1,7% milli fjérdunga — en VLF var pé enn 0,3% minni en a F2/2023
¢ Innlend eftirspurn & H1 i takt vid 4gustspd en samdrattur VLF meiri ... apekk préun pegar litid er til endurskodunar 4 hagvexti 2023

Hagvéxtur og framlag undirlidat Arsfjérdungsleg breyting VLF2 bjédhagsreikningar fyrir 2023 og fyrri
1. arsfj. 2022 - 2. arsfj. 2024 1. arsfj. 2022 - 2. arsfj. 2024 h|uta 20243
Breyting fra fyrra ari (%) Breyting fra fyrri arsfjordungi Breyting fra fyrra ri (%)
5 7
2 2023 Fyrri hluti ars 2024
6
4 5,0
5
3 4,1
4
2 3
1 2 16
1,2
1
0 0,0 0,0
0
-1
1
2 -1,0
24 N e
-8 -3 — -3
1.6.22  3.f.22 1.f.'23 3.f.23 1.f.'24 1.6.'22  3.f.22 1.f.'23 3.f.23 1.f.'24 pjodar- VLF pjodar- VLF
. atgjold utgjold
mmm Einkaneysla s Samneysla
Fjr B ingar
. Utanrikisvidskipti VLF W Hagstofa fslands  ® PM 2024/3
6lu framlags da gvaxi £ ikninga. 2. Arstidarleidréttar tolur. 3. Samanburdurinn fyrir 4rid 2023 er vid brédabirgdatélur Hagstofunnar sem lagu til grundvallar vid
yrir fyrri hluta 4r 4 dung arsir
abanki Islands.
|

Horfur @ meiri einkaneyslu en minni fjarfestingu

¢ Haegt hefur verulega a vexti einkaneyslu ... en endurskodun a télum um radstéfunartekjur bendir til sterkari stodu heimila og
meiri uppsafnads sparnadar ... pvi er spa um einkaneyslu feerd upp
¢ Visbendingar um ad haegt hafi aftur a fjdrfestingu og spad haegari vexti ... minni fjarfestingarporf i ljosi endurskodunar eldri talna

Kaupmattur radstéfunartekna Einkaneysla2021-20272 Fjarmunamyndun atvinnuvega? Fjarmunamyndun og framlag
2021-2024! 1. drsf]. 2023- 2. rsf]. 2024 undirlida 2021-20274
Breyting fré fyrra 4ri (%) Breyting fré fyrra 4ri (%) Breyting fré fyrra 4ri (%) Breyting fré fyrra ari (%)
6 9 20 20
8 15
° 15
’ 1 ] =
4 6
5 10
5
3 0 ad
4
5 5
2 &
o -
: Wi aE=0
-
5 o
1 N SpéPM
1 2024/3 -15 - —
o 0 -20 -5
2021 2022 2023 2024 2021 2022 2023 2024 2025 2026 2027 1.fi.'23 3.fi.'23 1.f.24 2021 2022 2023 2024 2025 2026 2027
= PM 2024/4 = PM 2024/3 m— Almennir atvinnuvegir B Storidja . Almennir atvinnuvegir W Stéridja
Skip og flugvélar Alls Skip og flugvélar s (biidarhGsnaedi
= Hi opinbera Fjdrmunamyndun alls

Fyrra mat

er atvinnuvegafjarfesting én fjar
undirlid

Almenn z gar i orkufrekum

kniny

skipum um. Fra 4 milli samtdlu frar

rfjérmunamyndunar vegna ked
dir: Hagstofa [slands, Sedlabar
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Storfum faekkar og atvinnuleysi pokast afram upp

* Haegt hefur a arsfjolgun starfa og atvinnuleysi var 3,6% i oktéber og hefur aukist um 0,4 pr. frd mai i fyrra pegar pad var minnst

* Hlutfoll fyrirtaekja sem segjast skorta starfsfolk og starfa vid fu

| afkost laekka og fleiri fyrirtaeki vilja faekka starfsfélki en fjolga

* Talid ad atvinnuleysi haldi 4fram ad aukast en pé minna en spad var i agust enda meiri spenna i pjédarbuinu en pa var talid

Atvinna!
Jantar 2022 - september 2024

Atvinnuleysi?
Janar 2019 - oktéber 2024

Nyting framleidslupatta’
1. rsfj. 2018 - 3. drsfj. 2024

Atvinnuleysi og framleidsluspenna
2022-20274

% % af mannafla Fioldi (pdsund) Hlutfall fyrirtaekja (%) % af mannafla % af framleidslugetu
10 12 70 8

7 5
8

6 4
6

5 3
4 4 2}

3 1
2

2 0

v Spa PM N\N—

0 2024/3 B

i -1
7 0 o o o 2
2022 2023 2024 2021 2022 2023 2024 2018 2019 2020 2021 2022 2023 2024 2022 2023 2024 2025 2026 2027

—skrad atvinnuleysi (v. 4s)
——Atvinnuleysi VMK (v. s)
FiBldi 4 atvinnuleysisskra (h. 4s)

——Breyting frd fyrra dri
——3 manada breyting 4 rsgrunni
Sogulegt medaltal

ands, Vinnumalastofnun, Sedlabanki Islands.

Horfur @ minni hagvexti i ar en spad var i agust

yting & arsg

-8al 400 staerstu fyrirteekja landsins. Brotalinur syna me

———Fyrirteeki vid hamarksframleigsiugetu

= Fyrirtaeki sem btia vid skort 4 starfsfolki

ofunnar (VN
mida.

1to] fra 2006.

innuley

—Atvinnuleysi (v. 4s)

——Framlei6sluspenna (v. s)

 Azetlad er ad VLF hafi aukist um 2,5% milli éra & F3 og ad hagvoxtur a H2 verdi 1,8% eins og spad var i PM 24/3 ...
e ...enlakari préun & H1 veldur pvi ad hagvoxtur a drinu 6llu er faerdur nidur — endurspeglar fyrst og fremst lakari utanrikisvidskipti
« Eins og i agust er gert rad fyrir ad hagvoxtur taki vid sér a ny & naesta ari — drifinn dfram af vexti innlendrar eftirspurnar

Hagvéxtur og framlag undirlida 2018-20271

Breyting fra fyrra ari (%)

-
8
6
. EmN
: ._I /
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A
-2
-4
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-10
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
mm Einkaneysla = Samneysla Fjarmunamyndun
i yting: 1V} ikisvi VLF
abankans 2024-2027. Brotalina synir spa PM 2024/3.
a Islands, Sedlabanki Islands.
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Breyting a hagvaxtarpréun og -horfum
fra PM 24/3 og framlag undirlida

Présentur

15
- ) n
0,5
2025
0,0
2026 @ 05 . - |
2027 @ -
2023 2024 2025 2026
W Eink I [ ] Fjar
m Birgdabreytingar M Utanrikisvidskipti © VLF
|
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Verdbolga

Verdbadlga heldur afram ad hjadna

* Verdbdlga var 5,1% i oktéber — minnkar um 0,3 pr. milli manada og 2,8 pr. milli éra og ekki verid minni sidan i desember 2021
* Verdbdlga an husnaedis hefur minnkad enn meira: 2,8% i oktdber og er 4,5 pr. minni en i oktéber i fyrra

¢ Undirliggjandi verdbdlga meelist 4,7% og skyrir meginhluta maeldrar verdbdlgu — minnkar um 0,2 pr. milli man. og 1,7 pr. milli ara

Verdbdlga a ymsa meelikvarda

Mzeld og undirliggjandiverdbdlga®
Jantar 2019 - oktéber 2024

Meeld verdbdlga og framlag undirliga?
Januar 2019 - oktéber 2024

Januar 2019 - oktéber 2024
12 ménada breyting (%)

12 ménada breyting (%) 12 ménada breyting (%)

10 o
s A
8
6
6
) i ||
i ‘ sl
2t V] Y
@ \ 2 /2
-2 0 ¢ T T T T T -2
2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024 2019 2020 2021 2022 2023 2024
L § —VNV e .
—VNV ==VNV an husnzedis : ] o mm Undirliggjandi verdbolga W= Annad
4 undirl.
o - ; ‘ —Verdbolgumarkmid VNV Verabolgumarkmia
Bil haesta og leegsta mats & undirliggjandi verdbolgu
! bélga er maeld med kjarnavisitdlu 3 (ahri eiflukenndra matvérulida, opinberrar pjénustu og jislana eru undanskilin) og t
Jaltal, kvikt éttalikan og sameiginlegur battur VNV). F )24 er kjarnavisitala 2 notud par sem kjarnavisit

durinn nad” er mismunur maeldr
ir: Hagstofa fslands, Sedlabanki fslands
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Hjodnun verdbolgu a breidum grunni

¢ Haegt hefur enn frekar 4 arstakti verdhaekkana innlendrar og innfluttrar véru og pjonustuverdbolga gefur eftir
¢ Aukning husnaedisverdbdlgu hefur einnig stodvast pott husnaedislidur vegi afram pungt i maeldri verdbdlgu

« Afram dregur einnig Gr umfangi verdhaekkana og hlutfall undirlida sem haekka minna en 5% milli 4ra fer haekkandi

Undirligir verdbolgu?
Januar 2019 - oktéber 2024

Innlend og innflutt verdbolga®
Januar 2019 - oktéber 2024

Framlag til arsverdbolgu (%) Hlutfall undirlida (%)

12 ménada breyting (%)

Umfang verdhaekkana?
Januar 2020 - oktéber 2024

%0
80
70
60
50
40
30
20
10
0 - . : :
2019 2000 2021 2022 2023 2024 2019 2000 2021 2022 2023 2024 2020 2021 2022 2023 2024
= nnfluttar vérur Bensin —-Hsn2edt —Vegid hlutfall sem haekkar minna en 5% milli dra
—Husnzdi —Innlendar vérur —Innfluttar vérur ——bjénusta nlendayon I dlinetnlbichusa s da e —— Gvegi hlutfall sem hazkkar minna en 5% mill 4ra
—VNY
516 medaltal af undirliunum almennri og opinberri bjénustu. 2. Innfluttar vérur &n afengis, tobaks og bensins. Innlendar vérur an buvbru og graenmetis. 3. Vegid og Gvegi hlutfall af neyslukérfu VNV sem haekkar minna
a islands, Sedlabanki islands
|

Afram dregur ur alpjodlegri verdbdlgu

e Verd 4 oliu og annarri hrdvoru hefur laekkad fré pvi i vor og flutningskostnadur laekkar & ny eftir haekkun framan af drinu
e Alpjodleg verdbdlga heldur afram ad hjadna og var komin i 2,1% ad medaltali i oktdber ... par sem framlag laekkunar orkuverds

vegur pungt (en sidur hér a landi) ... og pvi hjadnar undirliggjandi verdbdlga haegar

Verdbdlga i helstu vidskiptaldndum?
Januar 2019 - oktéber 2024

Hravéruverd og flutningskostnadur!
Jandar 2019 - névember 2024

Framlag orkuverds til verdbélgu®
Jandar 2019 - oktdber 2024

Visitala, jan. 2020 = 100 Visitala, jan. 2020 = 100 12 ménada breyting (%) Présentur
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180 700 s 4
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140 500 6 2
120 400 5 1
100 7 300 8 o ==
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2019 2020 2021 2022 2023 2024 2019 2020 2001 2022 2023 2024 2019 2020 2021
—Verd 4 oliu & heimsmarkadi (v. 4s }
(s —Maeld ——Undirliggjandi —island

=—=Hrévara an orkugjafa (v. as) Hin Nordurléndin

Verd & gamaflutningum (h. ds)
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Gengi ISK haekkar aftur eftir laekkun i agust

¢ Gengi ISK hefur haekkad undanfarid eftir laekkun i dglst: er nu 3,7% haerra en i agust og 4,7% haerra en fyrir ari
¢ Liklegt er ad laekkun ISK & F3 hafi valdid pvi ad innflutningsverdbdlga jokst & ny a F3 en hun ztti ad hjadna aftur 4 F4
e Horfur & svipudu gengi ISK i ar og spad var i PM 24/3 en ad pad verdi riflega 2% heerra en pa var spad i

ok spatimans

Gengi krénunnar® Innflutningsverd? Gengi krénunnar 2015-20273
1. jantar 2021 - 15. névember 2024 1. arsfj. 2019 - 4. arsfj. 2024
Visitala Breyting fra fyrra ri (%) Visitala
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Haegir a haekkun husnaedisverds og veentingar laekka

e Haegir & haekkun nafnlauna en &fram mikil haekkun launakostnadar & framleidda einingu par sem framleidni gefur eftir
* Haegir einnig a arshaekkun hidsnadisverds a landinu 6llu ... var 9,5% i september og hefur minnkad 2 manudi i r66
¢ Verdbdlguvaentingar markadsadila laekka um 0,5-0,8 pr. milli kannana og hafa ekki verid lzegri sidan i byrjun ars 2022

Launakostnadur & framleidda einingu? Husnaedisverd? Langtimaverdbélguveentingar & markadi3
1. 4rshelmingur 2019 - 1. drshelmingur 2024 Jandar 2021 - september 2024 1. érsfj. 2018 - 4. arsfj. 2024
Breyting fra fyrra ari (%) 12 manada breyting (%) Verdbslguveentingar markadsadila (%)
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2 5 .
" 4 N
% o 3 J \
" >
8 r T T T r T 5
2019 2020 2021 2022 2023 2024 2021 2022 2023 2024 L i i ' ' ! ' '
’ 2018 2019 2020 2021 2022 2023 2024
= Framleidni vinnuafls —ibudaverd 4 landinu &llu
= aunakostnadur —fhiBaerd & hifusborgarsvmsiny —5Séra —104ra —5 4reftir 5 4r ——Verdbslgumarkmi
Launakostnadur & framleidda einingu
thadar en framleidni vinnuafls er VLF 4 heildarvinnustundir skv,

magni bjéhagsreikninga. Launako

amleidda einingu er fenginn sem hlutfall

ad fullu samr

und nzer yfir

ma di svara i knnun
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Horfur @ hradari hjodnun verdbdlgu en i fyrri spa

* Verdbdlga var 5,9% & F3 ... 0,4 pr. minni en spad var i PM 24/3 — skyrist adallega af meiri dhrifum einskiptisadgerda stjornvalda
* Undirliggjandi ver8bdlguprystingur einnig ofmetinn og naerhorfur batna pvi: spad ad verdbolga verdi um 1 pr. minni en i PM 24/3
fram & mitt naesta ar en haegari hjodnun spennu gerir pad ad verkum ad horfur & seinni hluta spatimans breytast litid

Verdbolguspa til skemmri tima®
2. 4rsfj. 2024 - 1. rsfj. 2025

Breyting fra fyrra ari (%)
6,0
55
5,0
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4,0

35 ¢ r
2.1."24

3.6."24 4.1.24 1.6.'25

==Grunnspa PM 2024/4 ===DYNIMO-likanid

= Medaltal skammtimalikana Bil heesta og laegsta mats

Bur & grunnst

vam heildarjafnvagislikans bankans (DYNIMO) og

Hagstofa fslands abanki fslands

Takk fyrir
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Verdbolguspd og dvissumat
1. drsfj. 2018 - 4. arsfj. 2027

Breyting fra fyrra ari (%)
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SEDLABANKI ISLANDS

Novemberakvordun peningastefnunefndar,

nyjustu hagtolur og horfur i efnahagsmalum

Freedslufundur BHM Rannveig Sigurdardottir
5. desember 2024 Varasedlabankastjori peningastefnu

Naest jafnvaegi i pjédarbuinu an hardrar lendingar?

Hagvéxtur og framlag undirlida 2018-2027* Verdbdlguspa og évissumat
1. 4rsfj. 2018 - 4. arsfj. 2027

Breyting fra fyrra ri (%) Breyting fra fyrra ari (%)

10 12
-
8
10
6
+ EBN ’ N 8
0
—
=7 &
a4 2
-6
0
-8
-10 2 T T T T T T T T T T
2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027
= Einkaneysla = samneysla Fjdrmunamyndun ——PM 2024/4 - =PM 2024/3 ——Verdbolgumarkmid
mBirgdabreytingar = Utanrikisvidskipti pLY mm 50%likindabil W 75%likindabil 90% likindabil
] |

Monetary Policy Committee Report to Parliament 77



f/‘d_d

Hagvoxtur gaf aftur eftir a pridja fjordungi arsins

* Hratt dré ur hagvexti er leid & 2023: var 8% & H1/23 en var kominn niduri 1,5% & F4 ... og 4 H1 i ar maeldist 2,8% arssamdrattur

Efnahagsumsvif

¢ Umsvif toku hins vegar vid sér a ny @ H2 og maeldist 0,2% hagvoxtur ...
... en umsvif géfu aftur eftir a H3 pegar VLF drdést saman um 0,5% milli ara og 1,1% samdrattur maeldist milli fjordunga

Hagvéxtur og framlag undirlida®
1. arsfj. 2022 - 3. arsfj. 2024

Breyting fré fyrra 4ri (%)

» 1N ==

6 r T T T T T T r T T .
1.6.'22 3.6.'22 1.j.'23 3.].'23 1.fj.'24 3.j.24
mmEinkaneysla = Samneysla Fjérmunamyndun
mm Birgdabreytingar mm Utanrikisvidskipti VLF

1. Frévik geta verid & milli samtélu framlags undirlida og hagvaxtar vegna kedjutengingar bjéhagsreiknin

ir: Hagstofa Islands, Sedlabanki Islands.
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Arsfjérdungsleg breyting VLF2

1. arsfj. 2021 - 2. arsfj. 2024

Breyting fra fyrri arsfjordungi (%)
8

43

3 r T T T T T T T T T —— T T T d

1621 321 1622 3§22 123 3.6.23  1f.24 3.f.24

2. Arstidarleidréttar tolui
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Innlend eftirspurn i takt vid névemberspa en hagvoxtur minni

* Einkaneysla jokst litillega minna a F3 en spad var i PM 24/4 en fjarfesting var heldur sterkari ... pj6darutgjold an birgdabreytinga
jukust umfram spd en 6hagstaedari préun birgda og utflutnings gera pad ad verkum ad hagvoxtur maeldist minni en spad var
e VLF drdst saman um 1% & fyrstu premur fjérdungum &rsins en i PM 24/4 var spad 0,3% samdraetti

Einkaneysla Fjarfesting pjodardtgjold 4n A Torft . Loz
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a Islands, Sedlabanki Islands.

Spenna minnkar einnig a vinnumarkadi

¢ Haegt hefur a arsfjdlgun starfa og atvinnuleysi var 3,6% i oktéber og hefur aukist um 0,4 pr. frd mai i fyrra pegar pad var minnst
Hlutfoll fyrirtaekja sem segjast skorta starfsfélk og starfa vid full afkost laekka ...
e ... ogifyrstasinn i naestum 4 ar vilja fleiri fyrirtaeki faekka starfsfélki en fjdlga pvi og lausum stérfum heldur afram ad faekka

Atvinnal Atvinnuleysi? Nyting framleidslupatta? Ré&dningaraform og laus storf*
Jandar 2022 - september 2024 Janiiar 2019 - oktéber 2024 1. drsf].2018- 3. 4rsf]. 2024 1. 4rsf}. 2020- 3. 4rsfj. 2024
% % af mannafla Fi6ldi (pisund) Hlutfall fyrirtaekja (%) Breyting fré fyrra dri (%) Hiutfall lausra starfa
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Sogulegt medaltal Fjoldi 4 atvinnuleysisskra (h. ds) ~—Fyrirteeki sem buia vid skort 4 starfsf6lki = Hlutfall lausra starfa og fjélda atvinnulausra (h. 4s)
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anlegt i
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gstofa Islands, Vinnumalastofnun, Sedlabanki Islands.
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Haegir 8 vexti einkaneyslu en horfur @ meiri vexti

* Endurskodadar télur um radstéfunartekjur heimila benda til mun meiri tekjuvaxtar heimila en adur var talid ...
e ... sparnadur heimilar hefur pvi aukist & ny og er meiri en adur var talid og vid baetist aframhaldandi aukning hreins auds peirra
¢ Spd um voxt einkaneyslu hefur pvi verid endurskodud upp a vid

Kaupmattur radstofunartekna Sparnadur heimila 2018-20242 Hreinn audur heimila 2005-20243 Einkaneysla 2021-20274
2021-2024%
Breyting fra fyrra ari (%) % af radstofunartekjum Hlutfall Breyting fra fyrra ari (%)
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PV 20244 = PM 2024/3 —Hreinn audur i hlutfalli vig VLF
===Hreinn audur 4 raunvirdi i hlutfalli vid mannfjlda
lu. 2. Vi6 dtreikning 4 h funartekjur. Grunnspa Sed| fyrir 4rid 2024. 3. Hreinn audur heimila
imila. Myndin synir arsr nkans 2024-2027. Brotalina synir spa fra PM 2024/3

Horfur @ minni hagvexti i ar en spad var i agust

* {spa PM 24/4 var gert rad fyrir 1,8% hagvexti 4 H2 og 0% hagvexti a arinu 6llu ... heldur lakari en i 4gust vegna minni tflutnings
* Pott nybirtir pjédhagsreikningar geetu bent til verri horfa fyrir arid er liklegt ad endurskodun talna muni vega par 4 moti
« Eins og i agust er gert rad fyrir ad hagvoxtur taki vid sér a ny & naesta ari — drifinn 4fram af vexti innlendrar eftirspurnar

Hagvéxtur og framlag undirlida 2018-20271 Breyting a hagvaxtarpréun og -horfum
fra PM 24/3 og framlag undirlida
Breyting fra fyrra ari (%) s Présentur
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anki Islands.
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Verdbolga

Verdbadlga heldur afram ad hjadna

* Verdbdlga var 4,8% i ndvember — minnkar um 0,3 pr. milli manada og 3,2 pr. milli ara og ekki verid minni i prju ar
* Verdbdlga an husnaedis hefur minnkad enn meira: maeldist 2,7% i névember og var 4,5 pr. minni en i névember i fyrra
¢ Undirliggjandi verdbdlga var 4,6% i ndvember — minnkar um 1,8 pr. milli ara og ekki verid minni sidan i jandar 2022

Verdbdlga @ ymsa meelikvarda

Mzeld og undirliggjandiverdbdlga®
Jandar 2019 - névember 2024

Meeld verdbdlga og framlag undirlida?
Januar 2019 - névember 2024

Januar 2019 - névember 2024

12 ménada breyting (%)

12 manada breyting (%) 12 manada breyting (%)
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L § —VNV P A
—VNV ==VNV an husnzedis : ] o mmm Undirliggjandi verdbdlga W= Annad
4 undirl.
dnes S " . —Ver8bolgumarkmid VNV Verdbélgumarkmid
Bil haesta og lzegsta mats 4 undirliggjandi verdbolgu
! bélga er maeld med kjarnavisitdlu 3 (ahrif Gbeinna skatta, sveiflukenndra matvérulida, opinberrar pjénustu og jislana eru undanskilin) og t
jaltal, kvikt péttalikan og sameiginlegur battur VNV). Frd og med jini 2024 er kjarnavisitala 2 notud par sem kjarnavisit

durinn nad” er mismunur maeldr
ir: Hagstofa fslands, Sedlabanki fslands
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Hjodnun verdbolgu a breidum grunni

¢ Haegt hefur enn frekar 4 arstakti verdhaekkana innlendrar og innfluttrar véru og pjonustuverdbolga gefur eftir
¢ Aukning husnaedisverdbdlgu hefur einnig stodvast pott husnaedislidur vegi afram pungt i maeldri verdbdlgu
 Afram dregur einnig Gr umfangi verdhaekkana og hlutfall undirlida sem haekka héflega milli ara fer haekkandi

Innlend og innflutt verdbolga®
Januar 2019 - névember 2024

12 ménada breyting (%)

2019 2020 2021 2022 2023 2024

=—Husnadi ===Innlendar vérur Innfluttar vérur ===bjonusta

5id medaltal af undirlidunum almennri og opinberri pjonustu. 2
milli ara

slands, S banki Islands

Alpjédleg verdbolga minnkar og gengi ISK haekkar

Undirligir verdbolgu?
Januar 2019 - névember 2024

Framlag til arsverdbolgu (%)

-2 r

2019 2020 2021 2022

= Innfluttar vérur Bensin
Innlendar vérur  EEEAlmenn bjénusta
VNV

Innfluttar vérur an 4fengis, tobaks og bensins

véru og grenmetis. 3

Umfang verdhaekkana®
Januar 2020 - névember 2024

Haekkanir undir 5% milli ara

2020 2021 2022 2023 2024

Haekkanir undir 2,5% milli ara

2020 2021 2022 2023 2024

—Vegid hlutfall —Ovegid hlutfall

Vegid og ovegid hlutfall af neyslukdrfu VNV sem haekkar minna

* Alpjodleg verdbdlga heldur afram ad hjadna og var komin i 2,1% ad medaltali i oktdber ... par sem framlag laekkunar orkuverds
vegur pungt (en sidur hér a landi) ... og pvi hjadnar undirliggjandi verdbdlga haegar: maeldist 2,6% i oktéber
¢ Gengi ISK hefur haekkad undanfarid eftir laekkun i dgust: er nu 3%% haerra en i agust og 2%% haerra en fyrir ari

Verdbdlga i helstu vidskiptaldndum?
Januar 2019 - oktober 2024

12 manada breyting (%)

2019 2020 2021 2022 2023 2024

—Mzld —Undirliggjandi
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3bolgu

Framlag orkuverds til verdbdlgu?

Januar 2019 - oktéber 2024

Présentur

2019 2020 2021 2022

—island ——Evrusvaedid

Hin Nordurléndin

erd
nedaltal hel

=—Helstu vidskiptalénd
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Gengi krénunnar?
1. jantar 2021 - 29. névember 2024

Visitala

2021 2022 2023 2024

—Vidskiptavegin gengisvisitala

rir oktober 2024. 2. Framlag
r. 3. Verd erlendra gjaldmidla
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Tekid ad haegja a8 husnadisverdbdlgu

« Arshaekkun hisnaedisverds 4 landinu 6llu maeldist 8,7% i oktéber og hefur minnkad prja manudi i r6d
 [badum 4 sélu heldur afram ad fjdlga og medalsélutiminn hefur lengst aftur eftir timabundna styttingu eftir eldsumbrotin
¢ Kaupsamningum heldur afram ad feekka og er fjoldi peirra aftur kominn i takt vid nyjar lanveitingar eftir ahrif eldsumbrota

Husnaedisverd* Fjéldi ibuda & sélu og medalsdlutimi? Ny I&n og fjéldi kaupsamninga®
Januar 2021 - oktéber 2024 Januar 2021 - oktéber 2024 Januar 2021 - oktéber 2024
12 ménada breyting (%) Fjéldi (pus.) Manudir Ma.kr. Fioldi (bus.)
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ningum sl. manadar. 2. Fj anda af nyjum Gtlanum ad frédregnum umfram- og

u m.v. kaup:

g. Arstidarleidréttar tolur

annvirkjastofnuna

Verdbodlguveentingar teknar ad laekka

e Haegir & haekkun nafnlauna en &fram mikil haekkun launakostnadar & framleidda einingu par sem framleidni gefur eftir
¢ Verdbdlguvaentingar markadsadila laeekka um 0,5-0,8 pr. milli kannana og hafa ekki verid laegri sidan i byrjun ars 2022
¢ Einnig visbendingar um ad évissa um verdbodlguhorfur fari minnkandi

Launakostnadur a framleidda einingu® Langtimaverdbolguveentingar & markadi? Stadalfravik i verdbdlguvaentingum?
1. 4rshelmingur 2019 - 1. drshelmingur 2024 1. 4rsfj. 2018 - 4. arsfj. 2024 1. 4rsfj. 2012 - 4. 4rsfj. 2024
Breyting fra fyrra ari (%) Verdbslguveentingar markadsadila (%) %
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Launakostnadur 4 framleidda einingu

innuafls er VLF & heildarvinnustundir skv. vinnumagni pj6dhagsreikninga. Launakostnadur & framleidda einingu er fenginn sem hlutf
und r atvinr
til og med 29

tnadar en framleidi

leidda einir

markadsadila. Arsfjrau

i svara { kdnnun
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Laun og kaupmattur i farsottinni

* Leegri laun haekkudu meira i farséttinni hér a landi
* ... likt og vida i OECD ...
* ... 0g kaupmattur jokst hér a landi en minnkadi @ hinum Nordurléndum

Breyting i raunlaunum’

Uppséfnud breyting 4F/2019-4F/2022 (%)

20 - e 7
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5
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§ESE|P|SETBE 28838 &[8|E|5|z|3[2 085280
W Laegri laun m Medallaun M Heerri laun

1. Raunlaun reiknud sem nafnlaun a8 fradreginni verdbélgu. Tolur fyrir OECD er évegid medaltal landahpsins 4 mynd. Laegri laun synir launabréun atvinnugreina i gistingar- og veitingarekstri; leigustarfsemi og ymissi sérhafdri pjénustu og
ingar-, ibrétta- og t6 fsemi. synir laun { flutningi og geymslu; idslu; annarri pjénustu; fasteignavidskiptum og  byggi fsemi og mannvirkjagerd. Haerri laun syna laun | heilbrigdis- og félagsbjénustu;
fraedslustarfsemi; sérfraedilegri, visindalegri og taeknilegri starfsemi; upplysingum og fjarskiptum og fidrmala- og vétryggingarstarfsemi.
Heimild: OECD.

Horfur a hradari hjodnun verdbodlgu en i fyrri spa

* Verdbdlga var 5,9% a H3 ... 0,4 pr. minni en spdd var i PM 24/3 — skyrist adallega af meiri dhrifum einskiptisadgerda stjoérnvalda
* Undirliggjandi verdbolguprystingur einnig ofmetinn og naerhorfur batna pvi: spad ad verdbdlga verdi um 1 pr. minni en i PM 24/3
fram & mitt naesta ar en haegari hjodnun spennu gerir pad ad verkum ad horfur & seinni hluta spatimans breytast litid

Verdboélguspd til skemmritimal Verdbdlguspa og dvissumat
2. 4rsfj. 2024 - 1. 4rsfj. 2025 1. 4rsfj. 2018 - 4. 4rsfj. 2027
Brevting fis i 155 Breyting fré fyrra ri (% < o z
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=—Grunnspa PM 2024/4 ~==DYNIMO-likanid ——PM 2024/4 — —PM 2024/3 ——Verdbslgumarkmid
——Medaltal skammtimalikana Bil haesta og legsta mats B 50% likindabil B 75% likindabil 90% likindabil
grunns pam heildarjafnvaegislikans bankans (DYNIMO Jaltals 5 tolfraedile Slgulikana sem bankinn notar vig ad gera skammtima verdbdlguspar
a fslands, Sedlabanki fslands.
|
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Hvaol ef?

Hvad ef pjédhagsreikningar vanmeta fjarfestingu?

* Areidanleiki sogulegra hagtalna hefur farid minnkandi og undanfarin ar hafa umsvif itrekad verid vanmetin
A7 af sidustu 10 drum hefur fjarfesting verid faerd upp fra fyrsta mati (ad medaltali um 4,5%) - fylgir gjarnan hagsveiflunni

* Fraviksdeemi PM gerir rad fyrir ad almenn atvinnuvegafjarfesting 2023 og H1/2024 sé i raun 5% meiri en skv. ndverandi télum

Endurskodun & hagvaxtartélum?
1. 4rsfj. 2012 - 1. arsfj. 2024

Prosentur
25
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2012 2014 2016 2018 2020 2022
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Endurskodun Hagstofunnar a télum um
atvinnuvegafjarfestingu 2014-20232

Endurskodun fra fyrsta mati (%)

% af framleidslugetu

2014

2016 2018 2020 2022

mmm Endurskodun a fjarfestingartdlum (v. as)

—Framleidsluspenna (h. as)

1,0

Fravik hagvaxtar fra grunnspa ef fjar-

festing 23-24 reynist meiri en nu er talid

Fravik fra grunnspa (présentur)
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Hvaol ef faerri feroamenn koma til landsins?

* Frad 2012-2018 fjolgadi ferdamdnnum til landsins um 248% ... 8 sama tima og raungengid haekkadi um 41%
* Langt umfram 33% fjolgun i heiminum — endurspeglar aukinn dhuga 4 ferdum til landsins ... en hvad ef petta gengur til baka?
e Skv. fraviksdeeminu faekkar ferdamoénnum um 2%% a spatima i stad 10% fjolgun i grunnspa
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Raungengi og fjoldi ferdamanna 2012- Frambod og eftirspurn eftir ferdalgum Fravik hagvaxtar frd grunnspa ef feerri
2019 til islands? ferdamenn koma en nu er talid
Visitala, 2012 = 100 Visitala, 2012 = 100 Raungengl Frévik fra grunnspa (présentur)
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—Raungengi (v. as)
——Fj6ldi ferdamanna til {slands (h. ds)

Fidldi ferdamanna um heiminn (h. 4s)

Takk fyrir
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March 27, 2001

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

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

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

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

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

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

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

(4) The Government grants full authority to the Central Bank to use its instruments in order
to 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

Monetary Policy Committee Report to Parliament

shall bring it inside that range as quickly as possible. In such circumstances, the Bank will be
obliged 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 by
the 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 172 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 fluctuations
might undermine financial stability.

(11) The Central Bank shall publish inflation forecasts, projecting inflation at least two years
into 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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