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Key Facts

Did you know?

The total land area is 103,000 km?
and the population is 348,000

Iceland’s parliament, Althingi
(Alpingi) is the oldest legislative
assembly, established in 930 AD

Former president Vigdis
Finnbogadoéttir became the first
democratically elected female head
of state in 1980

Iceland is a member of NATO but
does not have any military forces

Among European countries, Iceland
had the lowest income inequality in
2016

Key facts about the economy

Iceland’s Gross Domestic Product
(GDP) per capita in 2017 was USD
52,000 (PPP)

The currency is Icelandic Kréna (I1SK),
USD 1=ISK 106 (24 July 2018)

In 2017 unemployment was 2.8% and
in June 2018 inflation was 2.6%

lceland’s current account surplus in
2017 was 3.7% of GDP

The main exports are tourism (42% of
total), aluminium (17%) and seafood
(16%)

Government debt-to-GDP ratio in
2017 was 42%

Iceland Chamber of Commerce | 3




Foreword

“The transformation of the economy over
the past decade has obviously not been ! |
as dramatic as over the last century but ‘

the results are nevertheless impressive. Asta s. Fieldsted
. . Managing Director,
Iceland is currently on track to its 8th iceland Chamber

of Commerce

consecutive year of strong economic
growth, annual unemployment rate has
remained below 3% for three years and
Iceland is a net lender to the rest of the
world.”

I
Iceland Chamber of Commerce | 4
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Figure 1.1

Iceland has a high standard of living and has largely

recovered from the recession
Country rankings, GDP per capita (PPP' adjusted)

1980 ranking 2016 ranking
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Figure 1.2

Iceland ranks highly in numerous competitive indices

Competitiveness Rankings (Iceland’s most recent rank’ / total number of countries)

" Iceland's ranking [ # of countries ranked

Gender Equality (WEF) 144
Global Peace Index (IEP, vision of humanity) [ 163
Democracy Index (The Economist) [~ 167
Social Progress Index (SPI) % 127
Human Development (UN) [°) 188
Media Freedom (Freedom House) | 199
Environmental Performance Index (YALE) [} 180
Economic Freedom (HF) [l 180
Global Innovation Index (INSEAD) [{= 137
Corruption (Transparency Int.) [ = 180
Property Rights Index (IPRI)  [240) 127
Doing Business (WB) [ 190
Competitiveness (IMD) | 74 63
Global Competitiveness Index (WEF) 28 137
Globalization (KOF) 50 207

1 Sources obtained 18/6/2018

Source: Respective websites Iceland Chamber of Commerce | 8



Figure 1.3

The economy has been experiencing robust growth and

the current outlook is positive
GDP growth (Percent)

B Actual 7 Projected
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Sources: Statistics Iceland; Central Bank of Iceland (Monetary Bulletin 2017/2); Iceland Chamber of Commerce Iceland Chamber of Commerce | 9



Figure 1.4

Iceland’s economy was one of the fastest growing in the

world in 2016, but growth has since slowed

GDP growth 2013 to 2017 (Percent)

B (celand B Euro Area’
- Other Nordics - OECD Total

7.5

2013 2014 2015 2016 2017

1 The OECD time series used had 15 euro area countries: Austria, Belgium, Estonia, Finland, France, Germany, Greece, Ireland, Italy,

Luxembourg, Netherlands, Portugal, Slovak Repubilic, Slovenia and Spain
e

Sources: OECD statistics; Iceland Chamber of Commerce; Statistics Iceland Iceland Chamber of Commerce | 10




Figure 1.5

Unemployment decreased after a sharp rise in 2009 and is
now near structural unemployment level

Unemployment Rate (Percent; yearly average)

7.2

6 7 54

3.1 3.0 29
2.3

00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18

1 First quarter

I
Source: Statistics Iceland Iceland Chamber of Commerce | 11



Figure 1.6

Private debt has declined significantly, especially

corporate debt, and is now well below pre-crisis level
Corporate and Household Debt (Percent of GDP)

" Corporate debt [l Household debt
400 -
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Source: Central Bank of Iceland (Monetary Bulletin 2018/2) Iceland Chamber of Commerce | 12




Figure 1.7

Public debt has decreased significantly in recent years

after having tripled in the years following the crisis
General Government Debt (Percent of GDP)

B Gross debt —#— Net debt [ Projected

100% - 95
90% -
80% -
70% -
60% -
50% -
40% - 38
30% -
20% -
10% -

0% -
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

27

1 Predictions by the Central Bank of Iceland ——————

Source: Central Bank of Iceland (Economic Indicators 28 March 2018) Iceland Chamber of Commerce | 13



Figure 1.8

Inflation has been near the Central Bank’s inflation target
for over five years

Annual Inflation Rate (Percent)

- |nflation

= Inflation w/o0 housing

25 7 = = Central Bank’s inflation target
21.0

-5 -
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Sources: Central Bank of Iceland; Statistics Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 14



Figure 1.9

Interest rates in Iceland are high compared to developed
economies

Central Bank Key Interest Rates (Percent)

= |celand = Euro area — USA
6%
cop - —\1_’_1_/7
4.25%
4% -
3%
2% - 1.75%
o _'_I_L\_‘_\_l /_,_,_/—’
| 0.00%
0% . . — . | |
2011 2012 2013 2014 2015 2016 2017 2018

Sources: Central Bank of Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 15



Figure 1.10

After years of high exchange rates the Kréna depreciated
dramatically in the crisis, but has now rallied again

EUR/ISK and Real Exchange Rate (A higher value indicates a weaker Icelandic Kréna)
= EUR/ISK Exchange rate = Real exchange rate'

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
O 1 1 1 1 1 1 1 1 1

|-
—

—
—

100 -

+107%
125

150 A

200 -

1 Inversed values, nomalised at EURISK’s initial value
Source: Central Bank of Iceland Iceland Chamber of Commerce | 16



Figure 1.11

The devaluation of the Kréna balanced out a persistent
current account deficit and supported a surplus since 2009

Current Account Balance! (Percent of GDP)

Current account balance = = Average 2000-2008
- = Central Bank forecast — = Average post crisis

-10 A

-15 1

-20 A

-25 -
2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

1 Underlying current account, excludes the effects of the failed banks’ estates. The current account is a broader measure than trade
balance and also takes into consideration factor income and financial transfers.

Sources: Central Bank of Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 17



Figure 1.12

Iceland’s net foreign position has experienced a
turnaround after falling to negative 663% of GDP in 2008

Iceland’s Net International Investment Position (NIIP) (Percent of GDP)

B NiIP w/o estates [ Failed banks estates

-700 - -663
1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

1 First quarter of 2018

N
Source: Central Bank of Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 18



Figure 1.13

Iceland has historically been dependent on fishing but

three other export foundations have since emerged
Iceland’s Exports by sectors' (Bn. ISK at 2017 prices)

I International sector1! Bl Energy
I Tourism! B Sseafood

1,200 -
[

1,000 - I []
800 - I I I
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600 I I

111

400 - lIIIIIIII B
pll EEgEEE) II I B!
THHIHHL °

200 1% - —
53% 17%
0

1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017

1 All air transport is included in the tourism sector whereas 50% of passenger transport by air is usually included in the international sector.
Agriculture and aquaculture, less than 2% of total, are not included.
e

Source: Statistics Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 19
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A new government spanning the full political spectrum
from left to right was formed in November 2017

E——
Copyright: Mbl/Eggert J6hannesson Iceland Chamber of Commerce | 21



Figure 2.2

The Icelandic tax system relies heavily on consumption
and labor income

Key Taxes in Iceland Bl Lower bracket [ Higher bracket

Tax Rate Recent and proposed changes

Lowered from 25.5%; lower bracket
raised from 7% to 11% in 2015

<
=
N
N
P
| |

Labour income? . 46% = Lower bra.cket e>.<pected to be lowered
by 1% during this government’s term

= Unchanged since 2011 when it was
coporaersx [JI 2
orporate tax ° increased from 18% to 20%
Eé‘gi‘::rs;g S - 22% - Increased from 20% to 22% in 2017
Pavroll tax 7% = Expected to be lowered by 0.25%
y during this government’s term

1 Consumption taxes fall into two brackets, the lower being 11% which includes e.g. tourism related activities, media, books, and groceries; the higher

24% which is the general rate; some service is exempt from consumption taxes, such as health service, public transport and schools.

2 Income taxes are divided between two brackets, the lower being 36.94% for the first ~895 thousand ISK of an individual’s monthly income, and the

higher being 46.24% for income above ~895 thousand ISK. ——

Sources: PwC; Directorate of Internal Revenue; Iceland Chamber of Commerce, Ministry of Finance Iceland Chamber of Commerce | 22




Figure 2.3

The current government is aiming for a future oriented
long-term policy

Four Major Long-term Agendas are in the Works (Forthcoming policy proposals)

% = Comprehensive innovation policy until 2030

‘ = Carbon-neutral Iceland by 2040

Source: Iceland Chamber of Commerce, corresponding ministry websites Iceland Chamber of Commerce | 23



Figure 2.4

Most mayors in the largest municipalities have served
longer than one term

Maijorities in the 7 Largest Municipalities (Parties by list letter codes)

s e Bc vy Do s ML Y Y\ Minority

Municipality Council seats by party Mayor

.y
Reykjavik h}fl Dagur B. Eggertsson — since 2014

\‘:“,\\\ \“:\‘:
Mosfellsbaer n§§ Haraldur Sverrisson - since 2007

1S - Social Democratic Alliance, C — Reform Party, D - Independence Party, P - Pirate Party, V — Left Green Movement,
B - Progressive Party, L - L-list, Y — Direct way. e ————

Source: Iceland Chamber of Commerce Iceland Chamber of Commerce | 24



Figure 2.5

Iceland relies chiefly on American and European markets
for external trade

Iceland’s Largest Trading Partner' (Percent of total trade in goods and services in 2016)

16%

10% 10%

7%

6% 5%
4% 49
3% 3%
2% 29 29 20

1% 1% 1% 1% 1% 1%

< £ o0 D % ¥ 4 g Z2 ¥ Z2 w = - O E K
2 8232 3 g5 3F ez Q g 2 s
EFS8L2200000WOQ0009v0e®2)

1 Total share of imports and exports combined

Source: Statistics Iceland, Iceland Chamber of Commerce
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Figure 2.6

The majority of Iceland’s “Big Three” banks are in
governmental ownership

Ownership of the Three Largest Domestic Banks (Percent)

B Government Bl Active investors
B Failed banks’ estates [ Active investors (<1% ownership)

100.0%

o
. Landsbankinn i’:( Arion Bank B

islandsbanki

I
Sources: The banks’ webpages; Iceland Chamber of Commerce Iceland Chamber of Commerce | 26



Figure 2.7

The capital controls on domestic parties have been lifted

after a Iong pProcess
Action Plan for Lifting Capital Controls since 2008

Offshore Domestic
currency parties

/Capitalcontrols /Government, / Voluntary / FX auction / Government

and banks and composition and lifted controls

Financial stability ) Refinancing Failed banks

restructuring of state-owned agreement ringfencing on
private debt companies with estates of of all ofshore outstanding
refinanced debt all failed banks ISK parties on
March 13th
2017

Source: Iceland Chamber of Commerce Iceland Chamber of Commerce | 27



Figure 2.8

A new measurement was introduced in 2016 to reduce
volatile capital inflows

Iceland’s Capital Flow Instrument, The Special Reserve Requirement (lllustrative)

Foreign Investor

100m in foreign currency
intended for investment in
Icelandic securities'

60%| |(40% 8
60m is free / \ 40m is held
to invest as for 1 year at

intended 0% interest?

1 The new measurement’s scope is new inflow of foreign currency that’s in particular intended for new investment in electronically registered
bonds and bills, and deposits, as well as new inflow related to loans taken for investment in such instruments. It also applies to imported
foreign currency deposited into a domestic currency account with a deposit institution in Iceland if the interest rate is 3.00% or more.

2 The current reserve ratio and period is 40% of the invested amount for 1 year but the Central Bank can raise the ratio to up to 75% and the
period up to 5 years; the capital is held on a capital flow account with the Central Bank of Iceland with the Icelandic krona as the settlement

currency _ —

Sources: Central Bank of Iceland; Alpingi; Iceland Chamber of Commerce Iceland Chamber of Commerce | 28




Figure 2.9

The Icelandic Krona has been one of the most volatile
currencies in the developed world

Exchange Rate Fluctuations Against the Euro (Annualised volatility)

I Free-floating (03-'09)
18% " Period under Capital controls (2010-2016)'
B Post outflow controls (2017-)2

10%

9% 9% 8% 89

Icelandic Kréna Japanese Yen US Dollar British Pound  Norwegian  Swedish Krona
Krona

1 From 1st of January 2010 till 13th of March 2017
2 From 13th of March 2017 till 14th of July 2017

Sources: Central Bank of Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 29



Figure 2.10

Iceland’s credit rating has improved in recent years and

the outlook is stable
Iceland’s Credit Ratings (Sovereign debt; Moody’s, Fitch and S&P rating)

== S&P = Moody’s — Fitch

Investment Aaa/AAA
grade Aal/AA+
Aa2/AA

Aa3/AA-

A1/A+

. [1
]

Baa1/BBB+ l /
Baa2/BBB l ll
_____?'_i?_?_’_/_'?_'?_'?:__f _______________________________________________________________________________________

2012 2013 2014 2015 2016 2017 2018

N
Sources: Central Bank of Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 30



Figure 2.11

Domestic assets appreciated significantly in the last few

years but valuation of equities has stagnated after 2015
Asset Value (Index, inflation adjusted, Jan. 2010 = 100)

Equity Bonds == Real estate
200
180 A
+52%
160 - +48%
+32%
140 -
120 H
100 +
O :Ir | | | | | | | | |

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

Sources: GAM Management; Registers Iceland; Statistics Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 31



Figure 2.12

Composition of capital inflows changed after the CBI
implemented new restrictions' on inflows in June 2016

New Investment Inflows (Bn. ISK)

Other inflows B Restricted Government bond inflows
B Inflows into listed equities [l Unrestricted Government bond inflows

71

43

31

23 24 » 25

23 24 24
18
I.II
4 5
- l ™ 1811

2015Q1 Q2 Q3 Q4 2016Q1 Q2 Q3 Q4 2017Q1 Q2 Q3 Q4 2018Q1

1 The restrictions are known as capital flow measures and are found in rules no. 490/2016; the measures consists of a reserve
requirement for new foreign currency inflows that are intended for investment in liquid Icelandic securities and into domestic deposits
that carry 3.00% interest rates or higher.

Sources: Central Bank of Iceland (Financial Stability 2017/1); Iceland Chamber of Commerce Iceland Chamber of Commerce | 32



Figure 2.13

The Icelandic pension fund system is relatively one of the

largest in the world
Private Pension Assets 2016 (Percent of GDP)
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Sources: OECD Global Pension Statistics Iceland Chamber of Commerce | 33



Figure 2.14

Pension fund have become a significant mortgage lender
New Mortages by Lender (Bn. ISK)

B HFF' [ Pension funds [ Banks

200 115
150 A

100 A

-100 -
2013 2014 2015 2016 2017

1 The Housing Financing Fund

Sources: Central Bank of Iceland (Financial Stability 2018/1); Iceland Chamber of Commerce Iceland Chamber of Commerce | 34



Figure 2.15

The Central Bank has bought large amounts of foreign
currency in recent years, mostly to pay down foreign debt

Foreign Exchange Reserves (Percent of GDP)

B Total FX reserves [ Net FX reserves!
60% -
50%
40%
30%
20% A

10%

0%

-10%

-20% -
o4 05 06 07 08 09 10 11 12 13 14 15 16 17 18

11 FX reserves less Central Bank’s foreign currency liabilities, i.e. FX reserves financed in ISK.

Sources: Central Bank of Iceland (Financial Stability 2018/1); Iceland Chamber of Commerce Iceland Chamber of Commerce | 35



Figure 2.16

The domestic sector accounts for about two thirds of the

economy
Composition of the Icelandic Economy (Percent of GDP)

Food Production Agriculture

Other .
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64% Real Estate
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Sources: Statistics Iceland; McKinsey & Company; Iceland Chamber of Commerce Iceland Chamber of Commerce | 36



Figure 2.17

Productivity has been increasing in Iceland, putting it

above Finland in terms of GDP per hour worked
GDP per Hour Worked in 2016 (US dollars, constant prices 2010 (PPP))

80 - 79
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I
Sources: OECD Iceland Chamber of Commerce | 37



Figure 2.18

Productivity gains are different across sectors but are

largest in sectors affected by tourism and technology
Productivity Changes by Sectors' (Cumulative percentage change from 2008 to 2017)

-40%  -20% 0% 20%  40% 60%

|
IT and communications 54%

Accommodation and food 43%
Construction 40%
Wholesale and retail trade
Transportation and storage
Scientific and technical activities
Industry?

Arts and entertainments

Agriculture, forestry and fishing

Rental and leasing activities 6%

Public service 5‘%:

Financial and insurance activities -34% :
13% Total

1 All sector definitions are according to NACE V.2.
2 Mining and quarrying; manufacturing; electricity, gas, steam and air conditioning
supply; water supply; sewerage, waste management and remediation activities. ——

Sources: Statistics Iceland Iceland Chamber of Commerce | 38



Figure 2.19

There has been a pickup in productivity, although the
same can be said of labour cost

Labour Productivity and Cost (Percent change from previous year)

—8— Productivity! —®— Labour cost?

=®  Forecast =@ Forecast
10% A

8% -
6% -
4% -
2% - . -
0%

2% A /

-4% -

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

1 A different measure on productivity than in figure 2.17. See more on p. 45-47 in full report.

2 Labour cost per unit produced (Unit labour costs). ————

Source: Central Bank of Iceland Iceland Chamber of Commerce | 39




Figure 2.20

The Icelandic domestic sector is facing strong competition
from various global forces on different fronts

Alix=Xpress
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Source: Iceland Chamber of Commerce Iceland Chamber of Commerce | 40



Figure 2.21

Purchasing power has increased substantially because of

low inflation and significant wage increases
Purchasing Power and Prices (Index, 2010 = 100)

- Wage index == CPI without housing == Purchasing power without housing

200 7
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80
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Sources: Statistics Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 41



Figure 2.22

Housing prices have increased rapidly in the last few years
but since mid-2017 the market has slowed down

Housing Prices and Investment (Indices (Jan. 97=100) until Jun. 18 and bn. ISK)

—— Real prices = Price-to-income' [l Residential housing investment?
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1 Housing prices/Disposable income per capita.
2 Billion ISK at 2017 prices, number for June 2018 is CBI's forecast for the whole year.

Sources: Statistics Iceland; Central Bank of Iceland; Registers Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 42



Figure 2.23

Historically, housing construction has kept up with
population growth but in recent years they have diverged

Population and Housing Growth (Percent change YoY)

Housing units
= = Housing adjusted for Airbnb
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Sources: Statistics Iceland; Registers Iceland, Central Bank of Iceland and Iceland Chamber of Commerce Iceland Chamber of Commerce | 43



Figure 2.24

The economy is experiencing an influx of foreign labour

once again
Net Changes in Labour Force (Percent change by background)

B icelandic I Immigrants

4.7% 4.7% 4.7%

4.2%
3.0%
25% 2.4%
1.7%
0. 9%
0.2%

-1.7%

-8.4%
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Sources: Statistics Iceland, Iceland Chamber of Commerce Iceland Chamber of Commerce | 44



Figure 2.25

Wage increases have exceeded the cap in the SALEK
agreement

Private and Public Market Increases (Wage index, percentage increases from 2013 level)

37% 41%
2018Q1
2017 SALEK CAP: 32%
2016
2015
2014
Private market employees Government employees

Sources: Statistics Iceland, Iceland Chamber of Commerce Iceland Chamber of Commerce | 45



Figure 2.26

99% of incoming tourists go through Keflavik airport
which has seen extraordinary growth in the last 3 years

Keflavik Airport Passengers' (Percent change)
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1 ISAVIA forecast for 2018.

Sources: Statistics Iceland; Registers Iceland, Central Bank of Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 46



Figure 2.27

Despite a 110% increase in no. of hotel rooms since 2007,
occupancy rates have increased, particularly during winter

Hotel Occupancy Rate in Iceland (Per month)

— 2007 — 2017
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Sources: Statistics Iceland Iceland Chamber of Commerce | 47



Figure 2.28

Iceland is once again one of the most expensive
destinations

Relative Prices of Restaurants and Hotels (European Union = 100)
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Sources: Eurostat; Central bank of Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 48



Figure 2.29

Reykjavik has become one of the most expensive cities in

the world to live in
Cost of Living Index (Index, New York = 100)

—&— Reykjavik
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Sources: Numbeo; Landsbankinn; Iceland Chamber of Commerce Iceland Chamber of Commerce | 49



Figure 2.30

Iceland is the largest producer of renewable power per
capita in the world

Electricity Consumption (MWh per capita and % from renewables')

- Renewable resources

55 - 100% - Non-renewable resources
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1 World Bank only publishes distribution of electricity by output, not consumption, so the distribution
between renewables and non-renewables might be slightly inaccurate. e —

Sources: World Bank; Iceland Chamber of Commerce Iceland Chamber of Commerce | 50



Figure 2.31

Favorable climate and affordable, renewable energy
makes Iceland an attractive location for data centers

Potential Increase in Profitability by Storing Data in Iceland (Profits; illustrative)

Data Stored Cooler Lower Increased Data Stored
in Europe Climate Electricity Sales due to in Iceland
Prices Green Energy

Source: Iceland Chamber of Commerce
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Figure 2.32

Iceland’s seafood industry has seen productivity gains
amidst erratic business environment

Seafood Industry (Investment and Productivity)

= Labour productivity (l. axis, index 1997=100)
I Investment (r. axis, bn. ISK at 2017 prices)
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Figure 2.33

New exports in knowledge based goods and services are
needed to support a balanced long-term growth trajectory’

Export Requirements Along a 3% Economic Growth Path (Bn. ISK; lllustrative?)
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1 McKinsey assumed a goal of 4% growth p.a. but the Chamber believes a 3% growth rate is more
realistic over the long run. Tourism exports are assumed to grow at a 4% rate until 2022.

2 Real ISK. T ——————

Sources: Statistics Iceland; Iceland Chamber of Commerce Iceland Chamber of Commerce | 53



Figure 2.34

Export growth has exceeded headline growth in real terms
Real GDP & Export Growth by Sector’ (Chain linked volume, inflation adjusted, 2010 = 100)
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— Real export growth +50

150 - = Real GDP growth
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International sector
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2010 2011 2012 2013 2014 2015 2016 2017

Other resource sectors

1 International sector is defined as total exports net of seafood, agriculture, tourism, aluminum,
silicon and 50% of air transportation.
2 Chain linked volume.

Sources: Iceland Chamber of Commerce, Statistics Iceland, Central Bank of Iceland Iceland Chamber of Commerce | 54



Figure 2.35

The international sector is holding on to its share of the

economy despite the tourism boom
GDP, Labour, Capital and Exports by sector' (Percentage of total, 2017)

B International sector [ Public sector
B Resource sector B Domestic services sector

11i) International sector: NACE REV 2: CA, C; 50% of M, S; 40% of J; 20% of N ii) Resource sector: NACE REV 2: A, B, CA, CH, D, E; 60% of
H, I; 20% of R. iii) Public sector, NACE REV 2: O, P, Q. iv) Domestic services sector, NACE REV 2: F, G, K, L, ; 80% of R; 60% of J; 50% of M,
S; 40% of H, I; 20% of N.

2 Capital stock does not include residential capital or unclassifed activities.

3 Resource sector exports defined as fisheries, aquaculture, tourism, aluminum, silicon and 50% of air transportation, International

sector accounts for everything else‘ I
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Figure 3.1

The Iceland Growth Forum had 37 reform proposals to
support a long term sustainable growth trajectory

“Let’s look outside... And see the big picture”

Kikjum ut ... ... 0g horfum a heildina

Source: Iceland Growth Forum presentation Iceland Chamber of Commerce | 57



Figure 3.2

To capture the disruptive trends that are shaping the
world, the Chamber will operate under four focus lenses

The Four Focus Lenses of Disruptive Trends

Lenses

Examples

Digitisation

Regeneration

Environmental

Sustainability

Global
Connections

Source: Iceland Chamber of Commerce Iceland Chamber of Commerce | 58

= Embrace technological

changes to drive productivity
improvements across sectors

Support and grow knowledge
driven export sectors of the
Icelandic economy

Maximize value creation of
Icelandic resource industries

Boost global position of
Iceland as the country to base
and do business in

Improve services and achieve
cost efficiency through
digitization

Ensuring that all generation’s
talents match the need of the
society

Protect nature with focus on
productivity and
sustainability

Improve the business
environment through tax and
regulatory reform

Use big data insights to
connect with customers and
transform operations

Welcome the world’s talents
and early stage entrepreneurs

Focus on origin, purity and
quality of Icelandic products
for global marketing

Focus on new business
development, M&A and
alliance building




Figure 3.3

Lack of investment on top of increasing traffic indicates

that investment in roads and bridges needs to pick-up
Capital Stock in Roads and Bridges (Million ISK per car')

Capital stock in roads per car = = 1990-2017 average

1.7 7

1.2 4=

0,0 I I I I I I I I I I I I I
o N < O [e0) o N < O o0 (@) (@] < O
(o)) (@) (o)) (o)) (o)) o o o o o — — — —
(o) (@) (o) (o) (@) o o (@) o o o o o (@)
— — — — — (@] N (@] N N (@] N N (@]

1 1CoC projection for 2018 based on Althingi‘s budget. Number of cars growth projected the
same as GDP growth in 2017-18
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Figure 2.31

An interconnector from lceland to the UK would be one of
the longest in Europe and requires significant investment

Interconnectors in Northern Europe (Length and capacity)

Fenno-Skan

Konti-Skan 1&2
» 149 km
550 MW

SwePol
» 245km
600 MW

Iceland-UK .
~1,000 km Baltic Cable
800-1,200 MW » 262 km

600 MW

NorNed
580km
700 MW

BritNed
England-France » 260km

70km 1,000 MW
2,000 MW

Sources: Kvika banki; GAM Management; Iceland Chamber of Commerce Iceland Chamber of Commerce | 60
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