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Republic of Iceland

Disclaimer

The following applies to this document (the “Presentation”), the oral presentation of the information in this document by the Republic of Iceland (“Iceland”) or any person on behalf of Iceland, and any question-and-answer session that follows the oral presentation
(the “Oral Information” and the Oral Information collectively with the Presentation, the “Information”). In accessing the Information, you agree to be bound by the following terms and conditions.

This document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation, nor does it constitute an offer of securities in, the United States, the United
Kingdom, Canada, Australia, Japan or any other jurisdiction. In particular this document and the information contained herein do not constitute an offer of securities for sale in the United States and this document may not be disseminated, directly or indirectly, into
the United States, its territories or possessions, except pursuant to registration or an exemption from the registration requirements of the U.S. Securities Act of 1933, as amended. Any failure to comply with this restriction may constitute a violation of United States
securities law.

The Information does not constitute or form part of, and should not be construed as an offer or the solicitation of an offer to subscribe for or purchase the securities referred to herein (the “Securities”). Any decision to purchase the Securities should be made solely
on the basis of the information to be contained in the prospectus (or equivalent disclosure document) produced in connection with the offering of the Securities, including this Presentation but excluding any Oral Information. Prospective investors are required to
make their own independent investigations and appraisals of the business and financial condition of Iceland and the nature of the Securities before taking any investment decision with respect to the Securities. The prospectus (or equivalent disclosure document)
may contain information different from the Oral Information.

The opinions presented herein are based on general information gathered at the time of writing and are subject to change without notice. Iceland relies on information obtained from sources believed to be reliable but does not guarantee its accuracy or
completeness.

This Presentation is directed only at: (i) persons who are outside the United Kingdom; (ii) persons who are investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of
the United Kingdom; or (iii) any other persons to whom this announcement for the purposes of Section 21 of the Financial Services and Markets Act 2000 can otherwise lawfully be distributed (all such persons together being referred to as “relevant persons”), and
must not be acted on or relied upon by persons other than relevant persons. Any investment or investment activity to which this announcement relates is available only to and will be engaged in only with relevant persons.

The statements contained in this presentation are made as at the date of this presentation, unless another time is specified in relation to them, and delivery of this presentation shall not give rise to any implication that there has been no change in the facts set forth
in this document since that date. Save as otherwise expressly agreed, none of the above persons should be treated as being under any obligation to update or correct any inaccuracy contained herein or be otherwise liable to you or any other person in respect of
any such information. Market data used in the Information not attributed to a specific source are estimates of Iceland and have not been independently verified. No reliance may be placed for any purpose whatsoever on the Oral Information.

’

Nothing contained in this presentation shall be deemed to be a forecast, projection or estimate of Iceland future financial performance. This presentation may contain statements, statistics and projections that include words such as "intends", "expects",
"anticipates”, "estimates”, “forecasts” and words of similar import. All statements included in this presentation other than statements of historical facts, including, without limitation, those regarding financial position, strategy, plans and objectives of management
for future operations (including development plans and objectives) are forward-looking statements. Where forecasts have been included in the presentation, these are on the basis of government budget numbers. There can be no assurance that such forecasted or
budgeted numbers will be achieved. If such figures are not achieved, this may have a negative impact on the performance of the economy of Iceland. By their nature, such statements involve risk and uncertainty because they relate to events and depend on
circumstances that will occur in the future. No assurances can be given that such expectations will prove to be correct and actual results may differ materially from those projected because such statements are based on assumptions as to future economic
performance and are not statements of fact. Iceland expressly disclaims to the fullest extent permitted by law any obligation or undertaking to disseminate any updates to these forecasts, projections or estimates to reflect events or circumstances after the date

hereof, nor is there any assurance that the policies, strategies or approaches discussed herein will not change. Nothing in the foregoing is intended to or shall exclude any liability for, or remedy in respect of, fraudulent misrepresentation.
There shall be no reliance on any of the Oral Information.

THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE SECURITIES/TRANSACTION. PRIOR TO TRANSACTING, POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS
OF THE SECURITIES/TRANSACTION AND ANY APPLICABLE RISKS, INCLUDING REVIEWING THE RISK FACTORS CONTAINED IN THE INFORMATION MEMORANDUM RELATING TO THE SECURITIES. THIS DOCUMENT BY ITSELF IS NOT A PROSPECTUS OR OFFERING CIRCULAR
FOR ANY SECURITIES.
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Key Facts about Iceland

Territory 103,000 sq. km / 39,756 sq. miles

Capital Reykjavik

Population 387,800

Icelandic Kréna (ISK). December 2022 monthly average:
Currency 1 USD =142.37 ISK
1 EUR =150.76 ISK

GDP per capita USD 69,422 (2021)*

Moody’s: A2
Long term credit ratings S&P: A
Fitch: A

Distance to Iceland Flying time 5.5 h. and 3 h. to New York and London respectively

Political Milestones

European Economic

Full independence United Nations Nordic Council* GATT Area Arctic iouncil*
1944 1945 1946 1949 1952 1961 1968 1970 nnnm } 1994 1995 1996 2001
IMF* NATO* OECD* EFTA WTO Schengen Area
World Bank*

1 Source: IMF. PPP, international dollars per capita. *Founding member.
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Composition of the Government

Following the parliamentary elections in September 2021, the second
cabinet of a coalition government of the Independence Party, the Left-
Green Movement and the Progressive Party was formed.

According to the Agreement on the Platform for the Coalition Government,
emphasis will be on balancing economic, social and environmental factors,
with special focus on:

° The Economy and Public Finances: The Government’s priority will be
to continue to promote economic and social stability.

° Climate Change: The ideology of sustainability, just transition and
increased competitiveness will be the Government’s guiding
principles in the current transformation in the face of climate threats
and technological change that is affecting all areas of society.

° Digital Transformation: Systematic efforts will be made to strengthen
network and telecommunications security. Emphasis will be placed
on increasing public confidence in information technology, personal
data protection and the importance of freedom of expression.

Composition of the newly elected Parliament
Number of parliamentary seats by party

Centre
Reform

Independence
Pirates 17

6

People's
6

Social Democratic

6 Progressive

13
Left-Green
8
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Economic and social indicators

* The economic and social situation in Iceland is strong according to GDP per capita in 2021
various indicators. PPP, thousand international dollars per capita
120
* The Icelandic economy generated GDP of ISK 3,251 billion in 2021. 100
Iceland's living standards are among the highest in the world. According 80
to IMF data, GDP per capita measured in terms of purchasing power 60
parities, amounted to USD 69,422 in 2021. 40
20
* The Human Development Index as compiled by the United Nations 0
Development Programme is a summary measure of average \é\b ‘\é‘b 0@ L & @Q,«‘- &é\ A \%ob &Q,o* N
achievement in key dimensions of human development: a long and N \{5‘& X & & v < &
healthy life, being knowledgeable and have a decent standard of living. S
. . . . . Source: IMF. Current prices.
The HDI is the geometric mean of normalized indices for each of the
three dimensions (life expectancy index, education index and GNI
ind ) Human Developement index
index). 0,965
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Source: The 2021/2022 Human Development Report. United Nations Development Programme.
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Gender equality and digital transformation

* The Global Gender Gap Index benchmarks the current state and World Economic Forum — Gender Equality 2022
evolution of gender parity across four key dimensions (Economic 82(2)
Participation and Opportunity, Educational Attainment, Health and 8,22
Survival, and Political Empowerment). It is the longest-standing index 0,84
. . . . . 0,82
which tracks progress towards closing these gaps over time since its 0.80
inception in 2006. 8:;2
0,74
* For the 13th consecutive year, Iceland (1st) tops the index with an 0,72 . . . . .
. . . 3 Q> 2 2 -2 A 2 }
overall score of 0.908 and high scoring performances in all & O,\& & $®t>° &«3’ @@’ & @\ﬁo“ &3’0 & Q;zé“ e,\\é‘
. . X < 2 <2 3 N N x4 oy
subindexes. Iceland remains the only economy to have closed more N &s’\’ ° RIS N © S N
than 90% of its gender gap.
Source: Global Gender Gap Report 2022. World Economic Forum.
* The eGovernment Benchmark 2022 as published by the European
Commission compares how governments across Europe deliver digital
. . . . . Overall eGovernment maturity score
public services. The study evaluates online public services on four Biennial average 2020/2021 (%)
dimensions (user centricity, transparency, key enablers and cross-border 100
services), which consist of 14 underlying indicators. 80
60
* According to the governments Digital policy published in 2021, Iceland 40
aims at being a leading nations in the world in digital services. 20
0
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Source: European Commission. Directorate-General for Communications Networks, Content and Technology
eGovernment Benchmark.
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Gross domestic product

* GDP grew by 3.7% quarter-on-quarter in Q2/2022 and has risen by
nearly 17% from its Q2/2020 trough. GDP in Q2/2022 was 2% above the
level from Q4/2019, just before the pandemic struck. In nominal terms,
however, it was nearly 15% above the end-2019 level by Q2/2022.

* GDP grew by 6.9% year-on-year in Q2/2022. Year-on-year GDP growth
therefore softened relative to the previous quarter, when it had
measured 8.0%, reflecting the contraction in investment and a negative
contribution from inventories, which outweighed the surge in private
consumption and the contribution from net trade.

* The weight of tourism (not shown in the breakdown in the pie-chart), is
a part of several subcomponents. Statistics Iceland measured tourism
as being approximately 8% of GDP in 2019.

Republic of Iceland

GDP growth and contribution of subcomponents
Year-on-year change (%)

9
6
3 = L
0
, 1u [ ]
-6
-9
2017 2018 2019 2020 2021 2022
N Private consumption I Public consumption Gross fixed capital formation
Change in inventories mmmm Net trade e GDP

Source: Statistics Iceland, Central Bank of Iceland. GDP for Q4 2022 is according to the Central Bank of Iceland’s forecast.

Breakdown of GDP by sector 2021

m Agriculture 0,9% 7 2%
= Fishing and fish processing 7,2%
m |ndustry 30,3%
4,5%
Electricity and water supply
Construction 8,0%
= Commerce

= Transport and communication
Financial, insurance, real estate, etc.
m Other services 18,6%

13,8%

9,5%

Source: Statistics Iceland.



Inflation (1/2)

* Inflation measured 9.7% in Q3/2022. The housing component remained
the principal driver of the rise in the CPI during the quarter, owing to a
rapid increase in house prices in July 2022, although the price of
miscellaneous services and food rose as well.

* Inflation has been above the Central Bank of Iceland’s inflation target for
more than two years. It measured 9.4% in October 2022, after peaking
at 9.9% in July. An abrupt turnaround in the housing market has played
a large role in the past few months’ slowdown in inflation. Inflation has
also fallen since last summer in terms of measures that exclude the cost
of owner-occupied housing.

* Inflation according to the CPI excluding housing measured 7.2% in
October 2022, while HICP inflation was 6.4%, and the difference
between these two measures and the CPl has narrowed in the recent
past.

* Given the recent slowdown in housing market activity, the composition
of inflation is likely to continue changing in the near future. The
contribution of the housing component to headline inflation has
declined since July 2022, after having increased virtually without
interruption since the beginning of 2021. This is offset by a growing
contribution from goods price increases.

Republic of Iceland

Various measures of inflation
Year-on-year change (%)

Jan-17 Jul-17 Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22

e (CP| e CPIXH HICP = Inflation target

Source: Statistics Iceland, Central Bank of Iceland.

Components of CPl inflation
Year-on-year change (%)

Jan-17 Jul-17 Jan-18 Jul-18 Jan-19 Jul-19 Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22
s |mported goods excl. alcohol, tobacco and petrol . Petrol
Housing Domestic goods excluding agricultural products

I Private services s Other components

Source: Statistics Iceland.



Inflation (2/2)

* The energy crisis that struck Europe in the wake of Russia’s invasion of
Ukraine continues to deepen, and global inflation has surged.
Households’ cost of living and firms’ operating costs have therefore
risen sharply and financial conditions have worsened.

* Developments in global inflation are still strongly affected by steeply
rising energy prices, although food prices are also up sharply year-to-
date. The increase, particularly the surge in European natural gas prices,
is due largely to the war in Ukraine. It is offset in part by the recent
decline in oil and petrol prices, in accordance with developments in
global market prices.

* The price of other important expenditure items has also continued
rising apace, and inflation is growing more and more widespread. In
October 2022, goods prices excluding energy and food had risen by an
average of 6% year-on-year in trading partner countries.

* Among European countries, Iceland has the highest share of renewables
in its energy mix, and the country does not rely on natural gas.

O N B~ O
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Inflation and exchange rate of the kréna
Year-on-year change (%)

'12 '13 '14 '15 '16 '17 '18 '19 ‘20 21 ‘22

e |nflation (left) e Exchange rate of the kréna (inverted right axis)

Source: Statistics Iceland, Central Bank of Iceland. Based on the narrow trade-weighted exchange rate of the
kréna. Quarterly data.

Inflation in Iceland and Europe
Year-on-year change (%)

17 '18 '19 20 21 '22

e |celand e[ Uro area

Source: Statistics Iceland. Harmonised indices of consumer prices. Monthly data.
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Foreign trade and external position

* The outlook is for the current account balance to show a deficit of 2.1% of
GDP in 2022 compared to a 1.6% deficit in 2021. The tourism industry has
made a rapid recovery in 2022 and the service balance improved, although
counteracted by a contraction of other exported services than tourism. The
goods balance has deteriorated due to the continued robust growth in
imported goods while growth in goods exports remained modest.

* Iceland’s net international investment position was positive by 23.6% of GDP
at the end of Q3/2022 compared to 40% of GDP at the end 2021. The
deterioration between years is mainly due to price decreases in foreign
securities markets and appreciation of the kréna.

Current account balance and net international investment position
% of GDP

'12 '13 '14 '15 '16 '17 '18 '19 20 21 22
= Current account balance (12m, left) e====Net international investment position (right)

Source: Statistics Iceland, Central Bank of Iceland. Quarterly data. 2008Q4-2015Q4: NIIP is based on
underlying position, i.e. adjusted for the effects of settling the failed banks' astates and assuming equal
distribution of assets to general creditors.

Foreign trade
Year-on-year change (%)

40
20

-20
-40
-60
17 '18 '19 20 21 22

e Exports of goods and services

e |mports of goods and services

Source: Statistics Iceland. Quarterly data.

Current account balance
% of GDP

o

17 '18 '19 ‘20 21 ‘22

I Balance on goods HEEEE Balance on services Income account balance e Current account

Source: Statistics Iceland, Central Bank of Iceland. Quarterly data.
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Composition of exports

* Exports of goods and services grew by 4.4% quarter-on-quarter in Q2/2022 Exports and contribution of subcomponents
. . Year-on-year change (%)
and by 23.3% year-on-year in the first half of 2022.

25
* This surge in services exports reflects the continuing recovery of tourism, 12
which picked up strongly in Q2/2022, driven by increased flight offerings to 5 e = —_—
and from Iceland and a decline in COVID-19 case numbers. Domestic airlines’ -15
passenger transport revenues therefore surged in Q2/2022, and total -25
revenues from tourism rose to 94% of the 2019 level (at constant exchange 35
. . . 2017 2018 2019 2020 2021 2022
rates). Spending per tourist was also well above the pre-pandemic average,
N Tourism Marine products Aluminium @ Other exports e===Total exports

and tourists generally stayed longer in the country.

Source: Statistics Iceland, Central Bank of Iceland. Because of chain-volume linking, the sum of components may

. . . . . . .
The price of Icelandic marine prOdUCts has risen Contmuousw since 0‘2/2021' not equal total exports. GDP for Q4 2022 is according to the Central Bank of Iceland’s forecast.

in tandem with improving market conditions as the effects of the pandemic
tapered off. Elevated uncertainty about marine product supplies in the wake
of the Western sanctions on Russia also stimulated demand for Icelandic Goods and services exports

products and fostered further price increases. 1600 Bn. krona

* Foreign-currency prices of Icelandic marine product exports rose by nearly a 1400
fourth year-on-year in Q2/2022, to roughly a fifth above the 2019 average. 1200 25% 30% 27%

1000 25% 37%

* The price of Icelandic aluminium exports continued to rise in Q2/2022, to 800 16% — 19% 41% 23%
more than 60% above the Q2/2021 level. Prices sagged again in Q3/2022, 600 17% Lt 16% 24%
though, and are expected to fall farther in Q4/2022. Aluminium export prices 400 . 2% 23% 2%
are forecast to average nearly a third higher in 2022 than in 2021. zog 12 % 3% 20%

* The price of other goods exports also rose markedly between years, 2017 2018 2019 2020 2021 Ql1-3'22
particularly silicon products and farmed fish. B Tourism B Aluminium and ferrosilicon products Marine products Other exports

Source: Statistics Iceland, Central Bank of Iceland. Annual and cumulative quarterly data.
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Imports and tourist arrivals

 Tourist numbers continued to rise alongside increased flight offerings in Main import products
. . . , . Year-on-year volume change (%)
Q3/2022. Almost 654,000 foreign nationals departed via Keflavik Airport 100
during the quarter, almost as many as in Q3/2019. Indicators of tourists’ 28
spending while in Iceland suggest that average spending declined marginally 40
between Q2 and Q3/2022 and moved closer to the prepandemic level. 0 - /\
-20 / = . \__/
* Part of the recent increase in spending stems from longer stays in Iceland than -40
during the pre-pandemic period, as the number of overnight stays in Q3/2022 60 "7 g 19 0 1 9
was well above the total for the same period in 2018 and 2019. Furthermore, Consumer goods (including vehicles for personal use)
the nationality distribution remained different from that in the pre-pandemic = Capital goods (including ships and aircraft)
period, with a larger number of European travellers offsetting the small Industrial supplies
number of visitors from Asia. Source: Statistics Iceland. Quarterly data.
Share of imports by country, 2021 Foreign nationals' departures via Keflavik Airport
Cumulative total for each year, thousands
2,5
33% 20
1,5
1,0
22% 05
0,0
8% Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
= USA = UK Nordics Germany = Netherlands = China Other 2015 2020 2021 2022

Source: Statistics Iceland. Source: Icelandic Tourist Board, Central Bank of Iceland.



Labour market (1/2)

67%
65%
63%
61%
59%
57%
55%

* Labour force participation rate in Iceland has been the highest among
European countries while the unemployment rate has been among the lowest.
As in many advanced economies, employment has shifted towards services.

* Labour participation rate measured 79.3% during Q3/2022. Unemployment
therefore rose by 0.5 percentage points between quarters, to 4%, which is
similar to the prepandemic level and still low in historical terms.

* Long-term unemployment surged in the wake of the Covid-19 pandemic but
then began to fall rapidly from mid-2021 onwards, in part because of special
hiring subsidies. Since June 2022, 1.2% of the labour force have been on the
unemployment register for more than twelve months, roughly the same as

before the pandemic.

Projected share of 15—-64-year-olds in total population

\
\7 \ o
2022 2025 2030 2035 2040 2045 2050
e High-income countries === Denmark Finland === Norway Sweden === |celand

Source: United Nations Population Projections.

90
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75
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60
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Employment rate in the Nordic countries
% of population aged 15-64

\;-aM/-
'17 '18 '19 20 21 22
== |celand = Denmark Finland Norway e Sweden

Source: Eurostat.

=
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Unemployment rate
% of labour force

17 18 '19 20 21 22
mmmm Unemployment, labour market survey, those who have already got a job
mmmm Unemployment, labour market survey, excl. those who have been hired and will begin work whithin 3 months
e Jnemployment, Directorate of Labour

Source: Statistics Iceland, Directorate of Labour.
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Labour market (2/2)

* Following the 2004 enlargement of the European Economic Area, migration of foreign

nationals in tandem with the business cycle has substantially increased the flexibility of
the Icelandic labour market.

Registered unemployment
% of labour force

20
* Migration of foreign workers continues to be in tandem with the recovery of the domestic 15
economy, owing to the large number of job vacancies that have not yet been filled. 10
* Iceland’s population grew by 2.8% year-on-year in Q3/2022, and net migration of foreign 5
nationals was positive by 3,410 during the quarter. This comes on top of just over 3,500 I I I I I I I I I I I I I I I I I I I I
foreign nationals who migrated to Iceland in Q2/2022, in the largest single-quarter influx 0
o o o o o o — — — — — — o~ o~ o~ o~ N o~
in the history of Statistics Iceland’s quarterly population data. It was marginally offset by E ‘; ‘% g g ‘%‘ E ; ‘%‘ ; ‘;Q‘ ‘%‘ g ‘; ‘% ; ?‘; ‘%‘
net outward migration of Icelandic nationals. - = s T 0w oz - = s 7 v oz = = s ° v =z
* The composition of the immigrant group is different from that in previous waves of labour ) )
. ) . . . . . . B Unemployment B Partial unemployment benefits
importation as a considerable portion of the immigrants are Ukranian refugees, and it is
therefore uncertain how the participation rate will be affected. Furthermore, it is highly Source: Directorate of Labour. Monthly data.
uncertain how many more people will come to Iceland and how many will return home
once the war ends.
Nominal and real wages
Migration Year-on-year change (%)
% of population 15
10
5
0
-5
01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 21 IQ3 $ g :. :. o‘_l|o gi 2. 2. 2' gl &u ‘:.} g gl
22 § 3 & = § =T & =% § 3 &§ = & =
m Net migration, Icelandic nationals Net migration, foreign nationals - - - - - - -
e Total net migration e \\age index e Real wages

Source: Statistics Iceland. Annual and cumulative quarterly data.

Source: Statistics Iceland. Real wages are the wage index deflated by the CPI. Monthly data.
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Private consumption and households

140
120
100
80
60
40
20

* Seasonally adjusted household consumption spending grew by 4% quarter-on-
quarter in Q2/2022. Private consumption increased 13.5% between years, the
strongest year-on-year growth rate in a single quarter since Q2/2005.

* Year-on-year growth in household deposits measured 9% in Q3/2022, picking up
from the previous quarter after having been on the decline since the beginning of
2021.

* Household indebtedness has been largely unchanged in recent years. Households’
arrears are limited and have not increased despite large interest rate hikes.
Household asset position has also improved with rising asset prices, and their saving
ratio is relatively high in historical terms.

* Inthe first half of the year, private consumption grew 11.4% year-on-year,
reflecting households’ generally strong position, which was driven by a significant
increase in real disposable income and growing net household wealth.

Household debt

% of GDP
: t e
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 Q32022
e Denmark Sweden Netherlands === |reland e=—Norway === |celand

Source: Eurostat, Statistics Iceland, Central Bank of Iceland.
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Private consumption and household saving

2019

2020 2021 2022

EEN Private consumption (g-o0-q %-change, left)
Average saving ratio 2015-2019 (right)

=== Saving ratio (% of disposable income, right)

Source: Statistics Iceland, Central Bank of Iceland. The saving ratio is calculated based on the Central Bank of
Iceland's disposable income estimates. Seasonally adjusted figures.

Household assets and liabilities
% of GDP

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

N Assets B of which real estate HEEEE Liabilities of which mortgages e Equity

Source: Statistics Iceland, Central Bank of Iceland.
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Private sector debt

* Corporate debt has held steady as a share of GDP despite stronger credit growth
during the year. In addition, the banks’ corporate loan losses have been less than was Household and non-financial corporate debt

projected early in the pandemic, and arrears have been limited. % of GDP

400
* Credit system lending to businesses has grown since March/2022, after contracting 350

uninterrupted since the beginning of 2021. Year-on-year growth measured 7.5% in 300

Q3/2022 but was just over 8% after adjusting for the effects of exchange rate ;(5)8
movements on foreign-denominated corporate loans. Lending to nearly all sectors has 150
grown, although the increase is greatest in lending to companies in construction and 100
services. 50
0

'05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 20

* Credit system lending was sluggish starting with the onset of the pandemic but then 21 Q3
. . . . ‘22
contracted |'n 2021. The f:or}?)oratg sector offset this by funding through bonc;l issues B Households = Non-financial companies
and borrowing from institutional investment funds, although not all companies have
access to these sources of financing. Financing from outside the credit system has
been on the wane recently, while credit system lending has increased accordingly.

Source: Statistics Iceland, Central Bank of Iceland. Debt owed to financial undertakings and market bonds issued.
GDP for Q4 2022 is according to the Central Bank of Iceland’s forecast.

Corporate debt Corporate debt
% of annual GDP % of GDP
250
200
150
100
e R
0
12 13 14 15 16 17 18 15 20 21 22 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 Q3
B Indexed B Non-indexed FX loans 22
Asset financing agreements B Domestic bonds issued B Foreign bonds issued e Denmark Sweden Finland es===|reland e=s=Norway e |celand

Source: Statistics Iceland, Central Bank of Iceland. Debt owed to foreign financial undertakings and market bonds

Source: Eurostat, Statistics Iceland, Central Bank of Iceland.
issued. Quarterly data. GDP for Q4 2022 is according to the Central Bank of Iceland’s forecast.
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Financial conditions and FX reserves

* Atyear-end 2022 the Central Bank’s key interest rate was 6,0%. It has been raised
by 4.0 percentage points in 2022 and is 5 percentage points higher than it was two
years ago, when it bottomed out after the onset of the COVID-19 pandemic.
Short-term market rates have risen correspondingly.

* Credit spreads on the Republic of Iceland’s foreign issues rose sharply last year.
They rose abruptly in March 2022, after Russia invaded Ukraine and continued to
rise until early November 2022 when the spreads eased off to some degree

* The ratio of the Central Bank’s international reserves to the International
Monetary Fund’s (IMF) reserve adequacy metric (RAM) was 133,3% at Q3/2022,
or 17 percentage points lower than at Q3/2021. This ratio is relatively sensitive to
exchange rate movements, but the recent decline is also attributable to the
increase in foreign debt during the pandemic. Even though it has fallen, the
international reserves are ample in terms of key reserve adequacy metrics.

Republic of Iceland’s credit spread
Bps.
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Source: Bloomberg, Refinitiv Datastream.

Central Bank of Iceland key interest rate
%
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'12 '13 '14 '15 '16 17 '18 '19 '20 21 '22

Source: Central Bank of Iceland. Until April 2009, the Bank's effective policy rate was the seven-day collateralised
lending rate, and from April to September 2009 it was the current account rate. From September 2009 to May 2014,
the effective policy rate was the average of the current account rate and the maximum rate on 28-day CDs. From
May 2014, the effective rate is the Bank's seven day term deposit rate.

Central Bank FX reserves and reserve adequacy
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800 A~ //\’_/\_ 160
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== Central Bank FX reserves (bn. kréna, left) e | MF Reserve Adequacy Metric (bn. kréna, left)

FX reserves / RAM (%, right)

Source: Central Bank of Iceland.



Banks (1/2)
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* The three largest commercial banks, classified as Domestic Systemically
Important banks (D-SIBs), are well capitalized. According to the D-SIBs’
Q3/2022 financial results, their combined capital ratio was 22.9% % at
the end of the quarter.

* At the end of June 2022, the total amount of loans to the tourism sector
came to 9.1% of the D-SIBs’ total lending to customers and 20.2% of
their corporate lending.

* |ssuance of covered bonds has been the main market funding
instrument for the banks in ISK, and in the first nine months of 2022 the
krona-denominated covered bond issue came to just over 51 bn. ISK.

D-SIB default ratios

I.I.I-LI.I.

2017 2018 2019 2020 2021 Q3 2022

B Non-performing loans; i.e., loans past due by over 90 days, frozen or deemed unlikely to be paid
(cross-default method).
M Loans in default; i.e., loans past due by over 90 days (facility level).

Source: Central Bank of Iceland. Parent companies, book value. EBA definition for non-performing loans used from
2018 onwards (red).

100
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Republic of Iceland

D-SIB lending classified by borrower
%

'17 '18 '19 '20 21 '22

H Households M Building and construction M Real estate = Services = Retail M Fisheries M Other

Source: Central Bank of Iceland. Share of total lending to households and operating companies. Quarterly data.

D-SIB funding
% of total debt, Q3 2022

m Customer deposits

m Securities issuance 1%
Subordinated loans 2%
Debt to Central Bank and credit institutions

= Equity

u Other

Source: Statistics Iceland, Central Bank of Iceland. Parent companies.



Banks (2/2)
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The domestic important banks’ (D-SIB) liquidity position has deteriorated in 2022 but
remains well above the Central Bank minimum. The decline in liquidity ratios is due
mainly to lending growth, bond maturities, dividend payments, and movements in
deposits.

At the end of August 2022, the D-SIBs’ combined liquidity ratio in all currencies was
165%, far above the 100% minimum required under Central Bank rules. The ratio varies
from bank to bank, however. The liquidity ratio in foreign currencies was 316% at the
end of August 2022, whereas the ratio in Icelandic kronur was 121%.

Among individual currencies, the highest ratios were in euros (337%) and US dollars
(192%). Terms available to domestic and foreign banks in foreign credit markets have
grown tighter, leading to higher credit spreads on the Icelandic banks’ foreign bond
issues. As a result, the banks have issued little foreign-denominated debt in recent
months, and their liquidity ratios in foreign currencies have declined somewhat.

D-SIB capital requirements and CARs

%, Q3 2022
® 242%
8 228% ® 21,4%
Arion banki islandsbanki Landsbankinn
H Pillar | M Pillar 1l Capital buffers Management buffers ® CAR

Source: Central Bank of Iceland.
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D-SIB liquidity coverage ratio
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Source: Central Bank of Iceland. Consolidated figures. Monthly data.
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Capital Adequecy Ratio comparison

Average tier 1 capital ratios
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Source: Central Bank of Iceland.
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Financial system
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* The pension savings’ total assets came to just under 6,700 bn. kréna at
the end of November 2022, or 180% of GDP.

* The funds are obliged to limit their exposure to exchange rate risk by
ensuring that at least 50% of their total assets are denominated in the
same currency as their liabilities.

* The share of foreign assets in pension funds’ portfolios was 33% at the
end of November 2022.

Pension funds' assets
50

40
30
20
10

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

I Foreign assets (% of GDP, left)
I Domestic assets (% of GDP, left)
= [oreign assets as share of total assets (%, right)

Source: Central Bank of Iceland. GDP for Q4 2022 is according to the Central Bank of Iceland’s forecast.

Republic of Iceland

Financial system assets

% of GDP
igg 402 391 394 457 RCYER 410
] ] [ R
300
200
> @ o = H = =
0
2017 2018 2019 2020 2021 Sept. '22
B DMBs B Housing Financing Fund Pension funds
Non-MMF investment funds M Central Bank of Iceland H Other

Source: Statistics Iceland, Central Bank of Iceland. Parent companies. Other: Failed financial institutions that have undergone composition
are included with other financial institutions as of the time their composition agreements were approved. The Central Bank of Iceland
Holding Company ehf. (ESI) is also included with other financial institutions from its establishment in December 2009 until its dissolution in
February 2019. The Housing Financing Fund (HFF) merged with the Iceland Construction Authority on 1 January 2020. HFF assets from
2020 onwards are the assets of the iL Fund, which took over the processing of the HFF’s assets and liabilities at the beginning of 2020.
Annual data. Data for the first three quarters of 2021. GDP for 2022 is based on the Central Banks' latest baseline forecast.

Assets in retirement savings plans
% of GDP, 2020 or latest year available
250

200
150
100

50

Source: OECD (2021), “Assets in retirement savings plans and public pension reserve funds”, in Pensions at a
Glance 2021: OECD and G20 Indicators, OECD Publishing, Paris.”
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Debt profile (1/3)

At the end of December 2022, the central government debt amounted to
1,570. bn. kréna, including foreign debt (i.e. debt in foreign currency) of 315
bn. krona.

At the end of December 2022, the Treasury’s current account balance with
the Central Bank of Iceland was 83 bn. kréna plus 228 bn. kréna equivalent in
foreign currencies. On-lending amounted to 88 bn. kréna. Taking these
factors into consideration the net central government debt amounted to
1,171 bn. kréna.

The central government debt was 42.3% of GDP at the end of 2022 and at
the same time, net central government debt was 31.5% of GDP.

No foreign bonds are scheduled to mature in 2023, but consideration is being
given to a new foreign issue this year. It is also possible that a green bond will
be issued, either domestically or through the Treasury’s EMTN programme,
depending on market conditions.

A domestic nominal government bond of 85 bn. kréna will mature in 2023. A
new nominal bond maturing in 2026 was issued in January 2023 and a 12-
year nominal bond is scheduled as well. Other series will be expanded during
the year. Planned government bond issuance for 2023 in the domestic
market totals 140 bn. kréna.

The non-marketable debt consists primarily of loans from the IL fund
(formerly The Housing Financing Fund). Approximately 16% of the non-
marketable debt is denominated in foreign currencies.

Republic of Iceland

Central government debt (A1)
Bn. kréona
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80%

60%
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Illlllllm
0%

2014 2015 2016 2017 2018 2019 2020 2021 2022
I Central government debt (left)

Net central government debt, i.e. net of on-lending and deposits (left)
e Central government debt, % of GDP (right)
Net central government debt, % of GDP (right)
Sources: Government Debt Management, Statistics Iceland, Central Bank of Iceland. Al part excluding

pension liabilities and accounts payable. GDP for 2022 is according to the latest forecast of the Central
Bank of Iceland.

Maturity profile of central government debt

Bn. kréona
225
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175
150
125
100
: I I I I I
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23 24 25 26 27 28 '29 '30 '31 '32 '33 '34 '35 '37 '42
B Nominal government bonds H Inflation-linked government bonds

Non-Marketable debt
m T-bills

EMTN

Source: Government Debt Management.



Debt profile (2/3)

* The Medium-Term Debt Management Strategy lays down the government’s
debt financing plans for the next five years.

* The strategy is based on the fiscal plan and sets forth targets and criteria for
Treasury debt management over the specified period.

* The key objective of the strategy is to ensure that the government’s financing
needs and payment obligations are met at the lowest possible cost over the
medium- to long-term, in a way that is consistent with a prudent degree of
risk, and to promote the maintenance and further development of efficient
primary and secondary markets for domestic government securities.

* Debt management guidelines 2023-2027:

. The structure of debt portfolio:
* Non-indexed debt 50-70%
* Indexed debt 20-30%
* Foreign debt 15-25%

. The average time to maturity of the debt portfolio must be at least
five years and no longer than seven years.

Composition of central government debt

= Inflation-linked government bonds
= Nominal government bonds
Treasury Bills
Non-marketable debt

= Foreign debt

Source: Government Debt Management.

Republic of Iceland

16%

Average time to maturity of government debt including swaps
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e [oreign debt e===Domestic indexed debt

Source: Government Debt Management.
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Debt profile (3/3)

* Pension funds’ holdings accounted for 45% of the market value of
outstanding domestic government bonds at the end of 2022. Foreign

investors’ holdings amounted to 5%, mostly in bonds with long maturity.

* |celand is rated by Fitch Ratings, Moody’s Investor Service and S&P
Global Ratings. The last change in Iceland’s ratings occurred in
November 2019 when Moody’s upgraded its ratings to A2.

Republic of Iceland

Owners of domestic government bonds

19% >%

m Foreign investors
m Pension Funds

Banks & Savings Banks
16% 45%

Mutual and inv. funds

m Other

15%

Source: Government Debt Management.

Iceland's credit rating history

Al/A+
A2/A
A3/A-
Baal/BBB+
Baa2/BBB
Baa3/BBB-
Bal/BB+
Ba2/BB
Ba3/BB-
11 '12 '13 '14 '15 '16 '17 '18 '19 20 21 22 '23

Moody's S&P e FitCh

Source: Ministry of Finance and Economic Affairs.
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Domestic government bond market

* Government Debt Management (GDM) at the Central Bank of Iceland
implements the debt strategy for the Ministry of Finance.

* GDM and the Treasury prepare and publish annual and quarterly issuance
plans.

e Auction calendar published at the start of each year.
* Benchmark series are 11 in total.
* Government bond auctions via Bloomberg.

* Government bonds are traded on Nasdaq Iceland stock exchange and
registered at Nasdag CSD.

* C(Clearstream settlement is available.
e Currently 5 domestic primary dealers:
* Have exclusive rights to participate in auctions.

* Are market makers in the secondary market on the Nasdaq Iceland
stock exchange:

* Must submit bid and ask offers for each benchmark series
* There is a maximum bid-ask spread
* Required to renew offers within 10 minutes

* Have access to Repo facilities.

* Receive commissions from the GDM.

e GDM website: www.lanamal.is

Nominal yield curves
%

OFRLr NWPAULION O

0 5 10 15 20

Bretland e====Bandarikin === Svipj6d pyskaland e island

Source: Government Debt Management.

Domestic government bond yields
%

6 .

Jan-20 Jul-20 Jan-21 Jul-21 Jan-22 Jul-22 Jan-23
— )Y e—5Y 10y

Source: Government Debt Management. Zero-coupon yields for nominal bonds


http://www.lanamal.is/
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Sustainable financing framework

e The Ministry of Finance and Economic Affairs issued a Sovereign
Sustainable Financing Framework in September 2021.

Septumber 2001

Iceland’s Sovereign
Sustainable Financing
Framework

e The Government has set clear objectives for sustainability and has taken @
on international commitments concerning climate action.

e SPO was provided by CICERO Shades of Green and green projects
financed under the framework was awarded dark green.

Government of iceland

e The score indicates that the projects to be financed support the long-
term vision of a low-carbon future and climate resilient future.

e The framework enables the Government to finance its activities in a
sustainable way, including by issuing green or other kind of labelled
bonds, domestically and abroad.

e The sustainable financing framework is currently being revised and is
scheduled for publication in 1Q of 2023.

e For more information:
www.government.is/news/article/2021/09/24/Icelands-Sovereign-
Sustainable-Financing-Framework/



http://www.government.is/news/article/2021/09/24/Icelands-Sovereign-Sustainable-Financing-Framework/
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State guarantees

e At the end of November 2022, state guarantees amounted to 848 bn. State euarantees

1400 80
kréna or 23% of GDP. 1200 70
* Most state guarantees are denominated in Icelandic krona. The largest 1282 gg
share of state guarantees covers the iL-fund or 87%. 600 :g
* State guarantees are almost exclusively credit guarantees. Almost 90% ;88 ig
of the State’s credit guarantees are due to domestic marketable bonds. 0 0
'12 '13 '14 '15 '16 '17 '18 '19 20 21 Oct'22

* Inthe last 10 years state guarantees have decreased by 54,5% of GDP,
from 77.3% of GDP in 2012 to 22.8% in 2022 (NOV.). I State guarantees (bn. kréna, left) = State guarantees (% of GDP, right)

Source: Government Debt Management. 2021: GDP according to the Central Bank of Iceland's latest forecast.

Maturity profile of state guarantees Currency composition of state guarantees
Bn. kréna End-November 2022
80 EUR 2,7%
70
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10 I
0 ISK 97,3%
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2044 & later IR

Source: Government Debt Management. Source: Government Debt Management.
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Framework of public finances

General/central government revenue and expenditure

* Public finance policy and planning is carried out according to the 2015 Public % of GDP

Finance Act. The Act stipulates that the government must publish its policy 70

and planning while abiding to fiscal rules and principal values. 60 N
50 - - —

40 e

* Statutory Publications: 30
* Fiscal Policy Statement for the next five years must be issued from the 20
formation of a government. The statement should list the objectives 1

of public finances and set budget and debt targets for the five years.
: ) i ; : ) 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
* Fiscal Plan is submitted annually for the next five years (rolling spring _
. . ) . . . mm Central government revenue = Central government expenditure
plan). It entails further elaboration of the objectives of fiscal policy.
* Annual Budget is also submitted annually and is consistent with the
targets of the Fiscal Plan.

o

= General government revenue General government expenditure

Source: Statistics Iceland.

General/central government financial assets and liabilities

* Fiscal rules (have been suspended until 2026 due to COVID-19): % of GDP
* Overall balance rule for a 5-year horizon. 180
* Max deficit 2.5% of GDP in any year. 160
* Debt rule (debt net of liquid assets shall be lower than 30% of GDP). %(2)8
* Debt reduction rule (if debt net of liquid assets exceeds 30% of GDP, 80
the part in excess thereof shall be reduced by at least 1/20 each year). 28
&
* Principal values: 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
* SUStainab“ity’ prUdence’ Stab“ity’ prediCtabi“ty' transparency. mmmm Central government financial assets mmmm Central government liabilities
== General government financial assets General government liabilities

Source: Statistics Iceland. The increase in liabilities in 2019 can largely be attributed to the results of a fair value
assessment of HF-fund carried out in that year. Information on the fair value of the fund's assets and liabilities
prior to 2019 is not available.
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Composition of expenditure and revenue

* The Central Government's revenues are comprised primarily of taxes
and fees charged and collected based on various Acts. The largest
sources of revenue are taxes on income, profits and capital gains and
taxes on sales and services.

* The largest expenditure categories of the central government are social
protection and health.

Composition of central government revenue, 2021

Sales of goods and ~ Other

services revenue
5% 3%
Property income Taxes on income,
8% profits and
Other taxes capital gains
4% 31%

Social security
contributions
10%

Taxes on sales
and services

39%
Source: Statistics Iceland.

Central government expenditure by function, 2021
% of GDP

Social protection

Health

General public service

Economic affairs

Education

Public order and safety
Recreation, culture and religion
Enviromental protection

Housing and community amenities
Defence

o
N
IS
[e)]
(o]
=
o

Source: Statistics Iceland.

Economic composition of central government expenditure, 2021

Other

11%
Subsidies ?
4%

Social security
grants

Interest 32%
9% A

Acquisition of
non-financial
assets
8%

Use of goods and

’ Compensation of
services

employees

Source: Statistics Iceland. 15% 21%
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Fiscal balance and targets

Central government net lending and primary balance
National accounts definition, % of GDP

* The 2023 budget was approved by Parliament in December 2022. According to
the approved budget, the central government deficit in 2023 is expected to

20%
amount to 120 bn. ISK (3% of GDP) and to decrease by around 20 bn. ISK from 15%
2022. 10%
5%
* The budget is based on the 2022-2026 Fiscal Policy Statement, amended in 0%
2021 to allow for increased deficits due to the COVID-19 pandemic, and the 13;
2023-2027 Fiscal Strategy Plan. 15%

g 3 8 & 588 3 82 2 328 3 v 858 3 8 H

* According to the fiscal plan for 2023-2027 the ratio of central government R R 8 8 8 8 B R R B B 28 8 8 3 8 2 R &

debt to GDP is projected to be approximately 41% by 2027. The fiscal plan for ) )
mm Net lending == Primary balance

2024-2028 will be presented in spring 2023.
Source: Statistics Iceland. The central government debt assumption is included as an expense in 2008
(12,1% of GDP). In 2016, the central government's contribution to the A-part of the State Pension Fund

Central government debt ratios according to the Fiscal plan 2023-2027 is included as an expense (4,2% of GDP) and stability contribution is included as revenue (15,3% of GDP).

% of GDP

2023 2024 2025 2026 2027

45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

M Central government debt M Net central government debt, i.e. net of on-lending and deposits

Source: Ministry of Finance and Economic Affairs, Fiscal plan 2023-2027. Al part excluding pension
liabilities and accounts payable.
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