Chronology of financial markets

January 2000 - January 2001

January 2000 Central Bank’s deadline for announcing forthcoming
New rules on indexation of savings, credit, etc. wenweekly repo auctions from Friday after closing to the
into effect on January 1. The permissible differencBlonday morning. A new bond category was
between credit institutions’ indexed assets and liabiknnounced, SLST023/2, which may be used in trans-
ities was extended from 20% to 30% of equityactions with the Central Bank.

Scheduled provisions in the Central Bank’s rule
from June 1995, changing authorisation for index
tion of savings and lending, were not implemente
The minimum term for indexation to apply will
remain 3 years for deposits and 5 years for loans.

On February 3, the international credit rating firm
zfitch IBCA gave the Republic of Iceland a credit rat-
ihg of AA- for long-term liabilities in foreign curren-
cies. The Republic was given the rating F1+ for
short-term foreign liabilities and AAA for its domes-
On January 1, an amendment to the Central Bank Atit liabilities, which is the highest rating given by the

no. 36/1986 entered into effect, transferring resporiirm.
sibility for the Bank from the Minister of Commerce

10 the Prime Minister. On February 11, the Central Bank raised its interest

rates by 0.3 percentage points and announced that it
On January 1, Greidslumidlun hf. (Visa Iceland) wakad widened the exchange rate band from +6% to
granted a permit to operate as a credit institution. +9%.

On January 12, the Central Bank raised its intereltarch 2000
rates by 0.8 percentage points. On March 21, new rules took effect on interbank
On January 24, the Central Bank presented an inﬂggnsacnons In domestic currency. The main change

. 0 : . involved setting a maximum interest rate margin
tion forecast of a 5% average increase in consumer

prices between 1999 and 2000 and an increase boﬁ‘tawifgn?ﬁ pgrs':r‘:‘oargd I?R:”E;Qigir;c'%ﬁtsmb'gs ;(él‘
3.8% in the course of 2000. Prices were projected P%ints NoO maximum' marain is stipulated ?or trans-
rise by 0.9% during the first quarter, or 3.7% on ah ) 9 P

: actions of a shorter term.
annual basis.
February 2000 On Marph 30, the Minister of Commerge granteq
FBA a licence to operate as a commercial bank in

New rules on the interbank market for kréna Went{:cordance with Art. 4 of the Commercial Banks and
into effect on February 1. The main change was th%avings Banks Act no. 113/1996.

market participants undertake to make offers fo
specified sums with a maturity of 9 and 12 monthsApril 2000

The Central Bank will calculate and publish REI-On April 10, islandsbanki and FBA signed a memo-
BOR and REIBID 9- and 12-month rates. randum of intent on a merger which led to the cre-

New rules on Central Bank transactions with credﬁgﬁﬂi_%z new company under the name lslands-

institutions which have required deposits went into

effect on February 1. The main changes involved tHday 2000

formal incorporation of provisions concerning cor-The Central Bank presented an inflation forecast of a
rection of transaction errors, and switching of th®.5% average increase in consumer prices between
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1999 and 2000 and an increase of 5.0% in the cour®a June 30, the Minister of Commerce approved the
of 2000. Prices were projected to rise by 1.4% duringnerger between Samvinnfund and Fjarvangur
the first quarter, or 5.7% on an annual basis. Securities into Frjalsi Investment Bank, which is a

In the middle of May two of the declared markecredlt institution in accordance with Act no.
. 23/1996.

makers for treasury instruments on the Iceland Stoc

Exchange announced, with one month’s notice, thagtily 2000

they intended to cease market making. On July 6, Icebank notified the Central Bank of its
June 2000 decision, effective one month later, to withdraw from

On June 2, islandsbanki-FBA formally commence@artidpaﬂon in the interbank foreign exchange mar-
operations. Ket.

The US credit rating firm Moody’s Investors Servicé®n July 13, the interbank foreign exchange market
gave Islandsbanki-FBA a credit rating of A2 forWas closed between 10:00 and 12:00 hrs, on the deci-

long-term obligations, Prime-1 for short-term obligaSion of market makers. The decision was made
tions and C for financial strength. because of heavy trading in the foreign exchange

_ market and a sharp weakening of the krdona that
On June 7, following a tender, the Debt Managemegiorning.

Agency signed an agreement with Kaupthing, _ _
Bunadarbanki islands, islandsbanki-FBA and IceOn July 18 trading began on Nasdaq in DeCode
bank. From the date of signature these banks drenetics’ shares.

authorised to title themselves approved market mab—n July 18 an announcement was made of Lands-
ers for treasury bonds. The agreement defines ttBﬁ’-?tnki’s purchase of a majority of shares in British

market makers’ obligations regarding presentation (?rt]vestment bank The Heritable and General Invest-
bids on ISE and the maximum spread between bu}ﬁent Bank Ltd. (HGI)

ing and selling yields. The Debt Management

Agency will pay the market makers a turnover comOn July 20, the currency basket was revised on the
mission for market making. The agreement stipulatdsmsis of Iceland’s foreign trade in goods and services
four benchmark treasury bond classes, three of them
indexed and one unindexed. At the same time, ti New currency basket (%)
Debt Management Agency undertook to improve it
dissemination of information.

Based on foreign trade in 1999

Change

On June 19, the Central Bank raised its interest ratcountry Cur- Ex- Im-  Aver- from p?ev.
by 0.5 percentage points. rency ports  ports age basket

USA .o, USD 2557 2495 25.26 0.57
The Housing Financing Fund made an agreemepgiiain............ GBP 1514 1358 14.36 1.36
with Landsbanki Islands and Bunadarbanki Islandcanada............ CAD 1.83 1.02 142 0.09
on market making for housing bonds and housinpenmark............... DKK 841 937 889 0.52
fund bonds. From the date of signature these banNorway................. NOK 6.85 837 7.1 0.26
are authorised to title themselves approved markSweden................. SEK 258 557 407 0.35
makers for housing bonds and housing fund bondSwitzerland........... CHF 316 106 211 -0.39
The Housing Financing Fund selected its markeEuro zone.............. EUR 3221 30.64 31.43 -2.92
makers in the same way as the Debt ManagemeJaPan.....co........ JPY_ 425 544 485 0.16
Agency and its agreement is comparable in aNorth America.................... 27.40 2597 26.68 0.66
respects. At the same time, the Housing FinancirEurope...........ccocoveervnnane. 68.35 68.59 6847 -0.82
Fund announced that henceforth it would seek {European Union................. 58.34 59.16 58.75 -0.69
notify the market on a regular basis about informeJdaPan...........ooinn 4.25 5.44 4.85 0.16
tion which may have an impact on bond price formETotaI ..................................... 100.00 100.00 100.00 0.00

tion.
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in 1999. The accompanying table shows the new basterest on Central Bank intraday lending is 12.4%

ket and the change from the former basket. and interest on repurchase agreements with deposit
o : o

August 2000 institutions is 11.4%.

On August 8, Icebank withdrew from participation a©On November 7, Bonus Dollar Stores, a subsidiary of
a market maker in the interbank foreign exchangBaugur hf., announced it had signed an agreement
market. with Institutional Equity of Dallas which would act
September 2000 as lead manager for the listing of Bonus Dollar

On September 4, thg Danish Internet bank Basisba tore_?hznclc\)l;spdae;c; i%a;”fgralistig; ?:';Z%Crﬂg?yg'é%it S
began operations. Islandsbanki-FBA owns a one- '
quarter share in Basisbank. On November 10, the Minister of Finance announced
On September 11, the number of market makers fg}at, instead _of amortising the 15 billion kr. of its for-

s . . e(|)gn debt which matures in 2001, the treasury would
housing bonds and housmg fund bonds INCTEASEE)| over the debt with new foreign borrowing
from two to five when Islandsbanki-FBA, Kaupthing '
Investment Bank and Icebank began participatio®n November 14, islandsbanki-FBA, Landsbanki
Prior market makers were Bunadarbanki aneénd Icebank signed an agreement to act as primary
Landsbanki. dealers in T-bills in the secondary market. The agree-
n&ent aims to secure T-bill issues and boost second-
ary market price formation. Primary dealer auctions

'Rill take place at intervals of two months.

On September 29, Bunadarbanki announced that
has applied to the banking authorities in Luxembou
for a permit to operate a bank there.

December 2000
n December 4, islandsbanki-FBA announced plans
purchase a 56.2% shareholding in Rietumu Banka

October 2000
On October 2, the draft treasury budget for 2001 wa%

p_re_sented to parliament, assuming a surplus of %§ Latvia. The islandsbanki-FBA board approved the
billion kr. o . o
terms of the acquisition subject to due diligence and
On October 13, the government of Iceland instructegbproval by the Central Bank of Latvia.
the boards of directors of Bunadarbanki ang‘é
L

Landsbanki to initiate discussions on merging thes n December 18, the Competmon BO?“,’ ruled that
banks, and announced that a prior ruling would b e proposed merger of Bunadarbanki Islands and

sought from the Competition Council. Landsbgnkl Islands would contravene the
Competition Act.
On October 20, revised rules on the interbank forei .
exchange market went into effect. Two main change n Dec(;arlgb(ter 22|’3 thlf ,Centrﬁl Bar]:k fgo(lj;a;\”%
were made from the earlier rules. A provision authc2PProved Rietumu bankas purchase ota o hoid-
Ing in another Latvian Bank, Saules Banka. The

rising market makers to agree on temporary suspe erger has created one of the largest corporate and
sion of trading was withdrawn, and the minimum_ . 9 9 P

binding amount for trading was raised from USD f)nvate banking entities in the Baltic.
million to USD 1% million. Trading on Iceland Stock Exchange reached a record

On October 26, Kaupthing hf. was listed on Icelanéfomme on 29 December at 12.5 b.kr.

Stock Exchange. On December 31, Kaupthing and its clients signed a

On October 27, islandsbanki-FBA launched a ZSgeclar_anT,fof |_nte_r]:jW|th O“L.erla?'d doﬂ:omptz:ny,
million floating rate note issue, the largest eurobon amvinnuliteyrissjodur. pension tund, = traustiang

issue ever made by an Icelandic financial institutior{nveStmem company and Vatryggl_ngarfelag Islands
Insurance company, together with Isoport A.S.,

November 2000 whereby Kaupthing undertook to purchase at least
On November 1, the Central Bank raised its intere&(3 of total share capital in Frjalsi Investment Bank
rates by 0.8 percentage points. After the rise, prepdi®m the above parties. The declaration of intention
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was signed subject to approval by the sellers’ boarisn, Bunadarbanki and its equity fund were in pos-
and due diligence. session of confidential information during the said

period.
January 2001

On January 10, Binadarbanki islands announced tf@n January 24 the Central Bank traded in the inter-
it had been notified by the Financial Supervisorpank foreign exchange market following a dive in the
Authority on January 5 of the need for a furthekrona index after the market opened at 9:15. The
investigation into trading by the bank and its equitfentral Bank sold US dollars for 2.06 b.kr., which

fund with shares in Pharmaco hf. over the perioderved to restore calm to the market.

from June 7, 1999 to March 2000. In the FSA's opin-
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