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Key conclusions

A Despite the fact that official figures exaggerate the actual number of foreign visitors, the big picture remains
unchanged; numbers have grown remarkably atite importanceof tourism to the economy has grown. Rising
numbers of tourist not only generate revenue but also call for stronger infrastructure and various services.

A We expect a continued growth of tourism but at a more modest pace. In our baseline scenario the number of
tourists increases by 11% in 2018 and 8% in 2019. The availability of flights to Iceland is the determining factor an
there is considerable uncertainty in this regard.

A Occupancy rates at hotels have declined slightly in recent months so RevPAR has grown slower than ADR. We
expect continued strong hotel investment which will probably be sufficient to meet the growing number of tourists.

A Tourism, as the largesixport sector byfar, has a major impact on the exchange rate of the krona. It is extremely
rare for tourism to be such a determining factor for an economy and a currency area.

A The strong kréna seems to have shortened the length of stay, which is reflected in a decrease in overnight stays ir
areas away from Keflavik International Airport. Tourists seem to have shifted their consumption away from goods
towards experience, which might partly be explained by the high prices and strong krona. The effects of a high rea
exchange rate on tourism remains to be fully seen.

A Financial performance has recently been good overall but different circumstances, such as a stronger exchange
rate, higher wages, higher VAT rate and slower growth present challenges. Mergers, acquisitions and other chang
are likely to be the consequence of the current turmoil.
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Arion Research is presenting its special report on tourism in English
the fourth time

Click the pictures to view previous reports

Tourism in Iceland:
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