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0.14% increase in the CPI  
The consumer price index (CPI) rose by 0.14% between months  in September, 

bringing the annual inflation rate down to 1.4% (was 1.7% in August). The CPI 

less housing decreased by 0.21% MoM and by that measurement,  deflation 

measures 3.1%. 

The MoM increase of the CPI was less than we 

expected - we forecast a 0.29% increase. Arion Bank 

forecast a 0.25% increase and Íslandsbanki 0.5%.   

The composition of the index was in line with our 

expectations, with one exception. Housing prices 

and end-of-sales of shoes and clothing pressure the 

CPI upward. On the downward side, we have 

international air fares. The surprise was in a 

decrease of food and beverages. That item decreased 

by 1.3% (-0.17 percentage point effect on the index).  

Greatest effect on MoM:  

 Imputed rent (+0.24 percentage points). 

Following substantial increases during the first 

seven months of the year, the trend slowed 

significantly in August. As we anticipated, 

housing prices jumped again this month.1  

 Clothing and shoes (+0.21 percentage points). 

The timing of end-of-sales has shifted. This can 

be seen in that the price of clothing and shoes 

rose less between months in August than last 

year, but more in September. 

 Recreation and culture (+0.06 percentage 

points). TVs and other recreational items rose 

between months.  

 Food and beverages (-0.17 percentage points). 

The price of food and beverages fell by 1.3% 

between months. The greatest decrease was in 

potatoes, beef, vegetables, margarine and soda 

pop. 

 International airfares (-0.25 percentage 

points). The price of international air fares 

dropped by 18.8% MoM. As a general rule, it is 

cheaper to travel overseas from Iceland in 

September than in August. 

                                                           
1
 Real estate prices are included in imputed rent with a month's delay. 

Actual Forecast

Imputed rents 20.2% 0.24% 0.22%

Clothing 3.4% 0.21% 0.17%

Recriation 9.8% 0.06% 0.07%

Housing excl. imp.rents 13.8% 0.04% 0.05%

Vehicles 7.0% 0.03% 0.03%

Household equipment 3.8% 0.03% -0.03%

Education 0.9% 0.01% 0.01%

other 6.1% 0.00% -0.01%

Hotels, cafes and restaurants 5.1% 0.00% -0.01%

Communications 2.3% 0.00% -0.01%

Alcohol and tobaco 2.8% 0.00% 0.00%

Health 3.9% -0.01% 0.00%

Petrol 1.8% -0.02% 0.02%

Transp. other 4.7% -0.02% -0.02%

Food and beverages 13.3% -0.17% -0.01%

Int. airfares 1.1% -0.25% -0.19%
100.0% 0.14% 0.29%
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Two opposing forces 

In recent years, two opposing forces have competed 

in the index - the ISK exchange rate and housing 

prices. Appreciation of the ISK, low inflation 

overseas and increased competition brought by 

foreign retailers counteract the substantial increase 

in housing prices.  

The 12M increase in housing peeked this summer at 

19% (+3.9 percentage points effect on the 12M 

increase of the CPI), while the 12M decrease in 

imported goods measured 7% (-2.3% percentage 

points effect on the 12M increase of the CPI).  

The weight of both these components has waned 

slightly since. This was to be expected, as neither 

increase is sustainable in the long term. Inflation 

developments in coming months will first and 

foremost be determined by whichever factor recedes 

faster. 

 

 

The contents and form of this document were produced by employees of Landsbankinn Economic Research 

(hagfraedideild@landsbankinn.is) and are based on information available to the public when the analysis was compiled. 

Assessment of this information reflects the views of Economic Research’s employees on the analysis date, which may change 

without notice.  
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expressed here as the content is not provided as personal advice on individual transactions.  

Attention should be drawn to the fact that Landsbankinn hf. may, at any time, have direct or indirect interests at stake either on 
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