
 
 

 

CBI Investment Programme: Bargain prices on city centre real estate  

 Real estate prices in central Reykjavík (measured in euros) are among the lowest in Europe.  

Reykjavík is one of the cheapest six capitals in Europe in terms of down town property; for 

example, cities in Malta, Croatia and Serbia are all more expensive. If the discount given 

through the CBI currency auctions is factored in, real estate prices in Reykjavík fall a further 

two places, becoming the fourth lowest in Europe. 
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CBI Investment Programme: Bargain prices on city centre real estate   

Since March the Central Bank of Iceland (CBI) has been offering the so-called Investment Programme 

in its foreign exchange auctions. The programme gives investors the chance to sell foreign currency in 

exchange for Icelandic krónur to be invested domestically, provided that the investment remains in 

Iceland for a long-term commitment period. The bonus for investors who choose to bring in foreign 

exchange this way is that half of the amount brought into the country is sold at the onshore rate while 

the remainder is sold at the auction price, i.e. at a big discount. 

In the four auctions held so far, investors have brought €245.2 million into the country, or 50 billion 

ISK (according to the average auction price). Investors have received an average discount of 20% off 

the listed exchange rate; in other words, investors have received an average of 24% more krónur for 

every euro they sell than they would from a domestic bank. 

The figure below clearly shows that demand has been highest for equities and bonds (approx. 90%) 

while only 10% of investments were in real estate and 1% was in mutual funds. 

 
Source: Central Bank of Iceland 

Are investors increasingly focusing on Icelandic properties? 

Real estate prices in central Reykjavík (measured in euros) are among the lowest in Europe.  Reykjavík 

is one of the cheapest six capitals in Europe in terms of down town property; for example, cities in 

Malta, Croatia and Serbia are all more expensive. If the discount given through the investment 

programme is factored in, real estate prices in Reykjavík fall a further two places, becoming the fourth 

lowest in Europe. Only real estate in the capitals of Bulgaria, Macedonia and Moldova costs less 

according to this comparison. 

The prices of real estate in Reykjavík are therefore not high by international standards and it could be 

argued that real estate in Reykjavik is available for bargain prices at the moment. Although 

unemployment is rather high historically in Iceland, a rate of 7-8% is not considered high 

internationally. There have also been clear signs that an economic recovery is underway, and Iceland is 

ranked in the top half of Europe’s richest countries according to a new survey by Eurostat.   

With this in mind, it is not unlikely that investors will increasingly turn their focus to real estate in 

Central Bank auctions in the coming months. 
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Source: Global property price 
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Provisional release: 
The content of this release has been prepared by the Research Division of Arion Bank hf. The Research Division bases its information on data 

information services and news services, both foreign and domestic, which it considers reliable, along with its own interpretations and evaluations of 
public information. Arion Bank hf. accepts no responsibility for the accuracy of this information nor any liability for transactions based on this 

information. In relation to this it should be noted that any of the Research Division's discussion may be an abridged version of more extensive 

analysis and research and conditions of financial markets change rapidly. For these reasons the recommendations and forecasts of the Research 

Division can change without notice, but they do reflect the opinions of the Research Division's employees at the time that they are expressed. 

Those parties who are interested in initiating transactions are advised to contact an expert at Arion Bank hf. before any decision is made. It should 

also be noted that Arion Bank hf., its employees and other parties associated with the Bank may have vested interests concerning particular 

organizations, which the Research Division's published material may pertain to at any given time. 


