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PUBLIC SECTOR

in Swiss francs.
Currently, 96.4% of the Treasury’s total foreign debt carries fi xed 

interest rates. The average maturity of foreign long-term debt was 
approximately 3.13 years and the average duration 2.73 years at the 

end of July 2008.
The Republic of Iceland has established three fi nancial pro-

grammes to facilitate its fi nancing requirements. These are a Euro-
Commercial Paper (ECP) programme amounting to USD 500 million, 
a United States Commercial Paper (USCP) programme amounting to 
USD 1 billion, and a Medium-Term Note (MTN) programme amount-
ing to USD 2 billion. The ECP programme was originally established 
in 1985, and the MTN and USCP programmes were introduced in 
2001. The Treasury also has a committed credit facility under a fi ve-
year agreement in the amount of USD 250 million. This is a syndicated 
bank facility from 2005.

Under a special agreement with the Minister of Finance, the Cen-
tral Bank is responsible for the implementation of foreign borrowing 
for the Treasury. Since October 2007, the Central Bank has handled 
the borrowing and debt management functions previously assigned to 
the NDMA.

The Republic of Iceland has never defaulted on its debt and has 
always paid when due the full amount of principal, interest, and sink-
ing fund instalments for all internal and external obligations.

Credit ratings

Iceland’s Aaa ratings with Moody’s were placed on negative outlook 
in March 2008, and in May the rating agency downgraded the gov-
ernment bond ratings to Aa1 from Aaa and lowered the foreign cur-
rency country ceiling for bank deposits to Aa1 from Aaa. In its analysis 
on Iceland in May, Moody’s said that the “downgrade refl ects the 
country’s potential liquidity constraints given the scale of possible, al-
though highly unlikely, foreign currency needs because of its bank-
ing system contingent liabilities.” In addition, the analysis mentioned 
“the many strong credit features that substantiate Iceland’s very high 
rating, including low direct government debt, highly advanced eco-
nomic development, economic vibrancy, favorable demographics, and 
a fully funded pension system, not to mention its remarkable fl exibility 
to handle shocks. These characteristics differentiate it very positively 
from other Aa and even many Aaa rated governments.”

On April 17, 2008, Standard & Poor’s Ratings lowered the long-
term foreign currency rating on the Republic of Iceland to A from A+ 
and its long-term local currency rating to AA- from AA. The A-1 short-

Table 6.4  Republic of Iceland foreign bond issues 

Currency Amount Issue date Maturity

  EUR 250,000,000 10.4.2002 10.4.2012

  EUR 150,000,000 30.9.2002 30.9.2009

  EUR 150,000,000 12.5.2003 12.5.2008

  USD 200,000,000 10.3.2004 10.3.2014

  EUR 1,000,000,000 1.12.2006 1.12.2011

B.kr.

Chart 6.11

Maturity profile of Treasury external 
long-term debt 

July 2008

Source: Central Bank of Iceland.
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term foreign currency and A-1+ short-term local currency ratings were 
both affi rmed. The outlook is negative. In its report, S&P stated that 
“the downgrade of the sovereign refl ects increasing economic policy 
challenges, largely due to pressure on Iceland’s external funding for 
the nation’s commercial banks. Iceland’s banks rely on wholesale fund-
ing, particularly from overseas, and higher funding costs are hurting 
their profi tability and growth.”  

On April 1, 2008, Fitch Ratings revised the outlook for the Re-
public of Iceland’s long-term foreign and local currency Issuer Default 
ratings to negative from stable. The long-term foreign and local cur-
rency were affi rmed at A+ and AA+ respectively, as were the short-
term of F1 and the country ceiling of AA-. Fitch stated that should it 
“decide that the credit profi le of Iceland’s major banks has deterio-
rated, downward pressure on Iceland’s sovereign ratings could result, 
if Fitch judges that the risks to macroeconomic stability and sovereign 
creditworthiness arising from distress in the banking system have ma-
terially increased.”  Also, the rating agency said “that the sovereign’s 
credit fundamentals remain strong, with net general government debt 
of just 8% of GDP, a succession of budget surpluses since 2004 and 
a very low debt service burden. In addition to this favourable credit 
profi le, the authorities have a range of fi nancial options open to them, 
including the issuance of foreign as well as domestic debt and draw 
downs of committed credit lines from major international fi nancial in-
stitutions”.

R&I Rating of Japan announced its fi rst rating for the Republic 
of Iceland in June 2007, assigning it a foreign currency issuer rating 
of AA+. The outlook is stable. The rating has not been revised since it 
was initially assigned. 

 

 Foreign currency Domestic currency

 Affi rmed Long-term Short-term Long-term Short-term Outlook

 Moody’s  May 2008 Aa1 P-1 Aa1 P-1 Stable

 Standard & Poor’s April 2008 A A-1 AA- A-1+ Negative

 Fitch April 2008 A+ F1 AA+  Stable

 R&I Rating of Japan June 2007 AA+    Stable
      

Table 6.5  Ratings for Icelandic Treasury bonds 2008

PUBLIC SECTOR
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The Central Bank

The Central Bank of Iceland was established as a separate institution 
in 1961. The current Central Bank Act entered into effect in May 2001 
and involved substantial changes from the previous Act. In the new 
Act, ensuring price stability was defi ned as the Bank’s single main 
objective. Furthermore, the Bank was granted instrument and fi nan-
cial independence, transparency and accountability provisions were 
strengthened, and others were added which serve to boost the capital 
position of the Bank. 

The legislation granted the Central Bank of Iceland full inde-
pendence to implement monetary policy in accordance with the infl a-
tion target, and formally closed any direct access by the government 
to Central Bank fi nancing. At the same time, it aimed to improve the 
transparency of monetary policy and make the Bank more account-
able towards the government and the public at large. Monetary policy 
decision-making authority remained vested in the Board of Governors, 
which consists of three governors appointed by the Prime Minister to 
seven-year terms. The new Act specifi cally authorised the adoption of 
an infl ation-targeting policy. 

The activities of the Central Bank have evolved over the years. 
Foreign exchange controls, for example, were removed with the lib-
eralisation of capital fl ows in the early 1990s, and the supervisory 
responsibilities of the Bank were moved to a separate Financial Su-
pervisory Authority (FME) at the beginning of 1999 (see Chapter 5). 
In recent years the Central Bank, like its counterparts in many other 
countries, has placed increasing emphasis on monitoring fi nancial sta-
bility. The 2001 Act required the Central Bank to promote fi nancial 
stability (see pp. 36-37).

Infl ation targeting

In 2001, Iceland joined a growing number of countries that have 
adopted a formal infl ation target as a framework for monetary policy. 
The infl ation target was specifi ed in a joint declaration of the govern-
ment and the Central Bank of Iceland on March 27, 2001, as infl ation 
of 2½%, measured in terms of the twelve-month rate of change in 
the consumer price index (CPI). The aim is to keep the rate of infl ation 
on average as close to the target as possible. If it deviates from target 
by more than 1½% in either direction, the Central Bank is obliged 
to submit a report to the government, explaining the causes for the 
deviation, how it intends to respond, and when it expects the infl a-
tion target to be reached again. The report shall be made public. Four 
such reports have been compiled and published to date: in July 2001, 
February 2005, September 2005 and September 2007. 

By defi ning the role of the Central Bank in the formulation of 
monetary policy, the current legislation has brought the Bank into line 
with best practice around the world. It sets price stability, as defi ned 
by the infl ation target, as the main goal of monetary policy. Hence, 
monetary policy may only be applied to achieve other economic goals 

7  Monetary policy
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insofar as the Central Bank deems this to be consistent with the infl a-
tion target. 

The Central Bank publishes forecasts three times a year, project-
ing infl ation and other key economic variables. The forecast horizon 
spans three years, and the baseline forecast is based on a policy rate 
path that the Central Bank’s staff considers consistent with the infl a-
tion target. Although the policy rate path in the baseline forecast does 
not entail a declaration or commitment by the Board of Governors, it 
should be regarded as an important indicator of the policy rate level 
required under the current outlook to ensure that the infl ation target 
is attained within the forecast horizon. The forecast serves as an im-
portant guide to monetary policy decisions and is also a key tool for 
communication of monetary policy outside the Bank.

The infl ation targeting regime represents a signifi cant departure 
from previous monetary policy regimes of different types of currency 
pegs. Iceland has a long history of using the exchange rate as a mon-
etary anchor, although with a varying degree of commitment, as can 
be inferred from Table 7.1.

Under the current regime of infl ation targeting, the currency 
fl oats freely without Central Bank intervention. Under provisions in 
the Act, the Bank may temporarily limit or halt trading in the domestic 
foreign exchange market and may temporarily suspend its own quota-
tion of the rate of exchange of the króna. However, these authorisa-
tions have not been exercised.

After the collapse of the Bretton-Woods system, the Icelandic króna foll  ow-
ed an adjustable peg against the US dollar.

Implementation of exchange rate policy became increasingly flexible and 
can be described as a managed float. The króna was first pegged against 
the US dollar and then against various baskets of trading partner countries’ 
currencies.

Exchange rate policy became more restrictive, with increasing emphasis 
on exchange rate stability. In 1989, however, the króna was devalued ten 
times in small increments.

More emphasis was again put on exchange rate stability as the anchor 
of monetary policy. Until 1992 the currency peg was specified against a 
basket of 17 currencies, weighted according to merchandise trading shares, 
with ±2¼% fluctuation bands. The basket was redefined in 1992, with the 
ECU given a 76% weight, the US dollar 18% and the Japanese yen 6%. 
The króna was devalued twice in this period, in November 1992 by 6% and 
in June 1993 by 7½%.

In September 1995, the fluctuation band was widened to ±6% in response 
to the abolition of capital controls. The currency basket was also changed. 
The new basket contained 16 currencies, weighted by their share in Ice-
land’s trade in goods and non-factor services.

Fluctuation of the króna within the bands increased as the foreign ex-
change market deepened and the emphasis on price stability relative to 
ex change rate stability increased. Reflecting this, the exchange rate band 
was widened to ±9% in February 2000.

The exchange rate target was abolished in March 2001 and an inflation 
target adopted. The target requires approval by the Prime Minister but the 
Central Bank has full independence in setting monetary policy to attain this 
target without interference by the government.1

1. The current framework for monetary policy has been described in detail in the Central Bank’s Monetary 

Bulletin 2001/2, available on its website  (www.sedlabanki.is).

Table 7.1  Monetary policy arrangements in Iceland 
since 1970

1970-1973

1974-1983

1984-1989

1990-1995

1996-2000

2001-

MONETARY POLICY
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Monetary instruments

The main monetary instrument of the Central Bank of Iceland is the 
interest rate in its weekly auction of collateral loans – the policy inter-
est rate. Usually the Bank auctions one-week loan agreements. So far 
the auctions have been fi xed-price, with unlimited access subject to 
collateral. Collateral loans are secured against eligible securities that 
the Bank approves. This liquidity facility was previously known as “re-
purchase agreements” but was renamed in June 2007 because it does 
not, in strictly technical terms, qualify as such. At the end of July 2008, 
outstanding collateral loans with the Central Bank amounted to €4.7 
billion (425.5 b.kr.) as opposed to €2.2 billion (198 b.kr.) a year earlier. 
The policy rate of the Central Bank of Iceland is currently 15.50%. 

The Central Bank has issued weekly tied deposits with a maturity 
of one week. In March 2008, the Central Bank of Iceland issued cer-
tifi cates of deposit that are electronically registered and fully transfer-
able. The size of the issue was 75 b.kr., and it matures at the end of 
September 2008. 

The Central Bank offers an overnight loan facility to the banks, 
subject to collateral requirements. Central Bank CDs can be pledged 
against collateral loans and overnight loans. Banks are subject to re-
serve requirements and may deposit money at will on an interest-
bearing account with the Central Bank. The required reserve base is 
the balance sheet total less equity and interbank liabilities at the end 
of the preceding month.

The required reserve ratios are in line with those of the European 
Central Bank; that is, 2% of specifi c bank liabilities with a maturity of 
less than two years, and 0% of other liabilities. 

The Central Bank of Iceland may also intervene in the interbank 
foreign exchange market and participate in the interbank FX swap 
market. The Bank has not intervened in the FX market since October 
2001.

Foreign exchange reserves

One of the functions of the Central Bank is to manage Iceland’s foreign 
exchange reserves. Investment guidelines for the reserves are laid out 
in a resolution by the Board of Governors. The resolution prescribes 
the minimum amount of reserves, their currency composition, and 
the investment categories of the portfolio. Currently, the size of the 
reserves should not be smaller than the value of 3 months’ merchan-
dise imports. The portfolio consists mainly of deposits and investment 
grade bonds. The Central Bank holds a small position of gold reserves 
amounting to about 64 thousand ounces, and Iceland has a quota of 
SDR 117.6 million at the International Monetary Fund.

On November 22, 2006, the Republic of Iceland made a Eu-
robond (EMTN) issue of €1 billion (90 b.kr.), the entire proceeds from 
which were used to strengthen the foreign reserves of the Central 
Bank of Iceland. The fi xed-rate notes mature on December 1, 2011. 

At the end of July 2008, the foreign exchange reserves amount-
ed to about €1.8 billion (227 b.kr.), the equivalent of 17.7% of esti-
mated 2007 GDP. 
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Chart 7.1  

Central Bank of Iceland interest rate corridor 
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Chart 7.2  

Foreign exchange reserves of 
the Central Bank of Iceland 

At end of quarter March 2000 - June 2008 

B.kr.

Source: Central Bank of Iceland.
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Foreign debt
Iceland’s external indebtedness is high by international comparison 
and has risen sharply since the mid-1990s. The net international in-
vestment position (IIP) was negative by €17.4 billion (1,584 b.kr.) at 
the end of 2007, equivalent to 124% of GDP. The net debt position 
– i.e., net liabilities excluding venture capital – was negative by €34.1 
billion (3,112 b.kr.), equivalent to 243% of GDP for that year. Iceland’s 
international investment position has changed sharply in the recent 
term. Both foreign assets and foreign liabilities have mushroomed in 
the space of a very few years, but liabilities have grown by consider-
ably more than assets. Therefore, as a proportion of GDP, net IIP is 
very negative and net foreign liabilities at one of the highest levels in 
the world (see Chart 8.1). At the same time as foreign liabilities have 
grown, net interest and dividend payments to abroad have soared and 
weigh heavily in the current account defi cit. In the standard methodol-
ogy, both outward and inward foreign direct investment are recorded 
at book value. Because it is generally assumed that asset prices will 
rise over the long term, and because offi cial statistics on the IIP do not 
fully refl ect the market value of foreign assets, assets may be under-
reported, thus exaggerating the negative IIP to some extent.1

Iceland’s total foreign debt amounted to €78.3 billion (7,138 
b.kr.), the equivalent of 558% of GDP at the end of 2007, up from 
432% of GDP at the end of 2006. Deposit money banks accounted for 
84% of Iceland’s total foreign debt. Public sector debt amounted to 
€2.8 billion (244 b.kr.) at the end of 2007, while debt of other sectors 
(other credit institutions and businesses) was €7.7 billion (703 b.kr.). 
Foreign debt has increased considerably in 2008 due to the deprecia-
tion of the króna.

The increase in debt in recent years largely refl ects the growth of 
the foreign investment stock. Icelandic banks have played a major role 
in brokering foreign capital for domestic investors and have invested 
extensively abroad on their own account. In addition, a sizeable share 
of the banks’ extra foreign debt has been used to fund domestic lend-
ing, some of which has then been used to invest abroad. 

Central and local government, on the other hand, were not re-
sponsible for the increase in foreign debt, as the public sector has re-
tired a substantial amount of its foreign debt over the last decade. 
General government gross debt as a percentage of GDP in Iceland is 
one of the lowest of the OECD countries (see Chart 8.2). 

Private debt
Of total foreign debt, the private sector was responsible for some 
96½%, or 539% of GDP, by the end of 2007, as opposed to 37% of 
GDP in 1997. This entails a considerable increase from 2004 because 
balance sheets of both households and corporations have swelled 
enormously since that time.

8  Domestic and foreign debt

Chart 8.1

International investment position 
of OECD countries 2007

% of GDP

1. Figures are for 2006.
Sources: IMF and various central bank and statistics 
office websites.
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1.   For further discussion on this subject, see Daníel Svavarsson (2008), “International invest-
ment position: market valuation and the effects of external changes”, Monetary Bulletin 
2008/1.
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Low private sector savings and the fi nancial liberalisation of the 
mid-1990s account for the rapid increase in foreign debt during the 
recent decade. The robust economic expansion over the last ten years 
and strong demand for credit raised domestic interest rates, which in-
duced companies, especially those with income in foreign currency, to 
borrow abroad. The majority of Icelandic corporate debt is external, 
either direct or intermediated by banks, but most of it is intrinsically 
hedged – namely, matched by export revenues. 

High levels of foreign indebtedness by international comparison 
and the increase in indebtedness in recent years must be viewed in 
the context of country-specifi c factors such as high domestic and for-
eign investments and changes in the balance sheets of households and 
companies over the past decade. 

The household balance sheet 

Households in Iceland rank among the most indebted in the world. Ac-
cording to OECD data (see Table 8.1), only Danish and Dutch house-
holds had higher ratios of indebtedness to disposable income in 2006. 
A major reason for the rise in household debt over the past two dec-
ades is improved access to credit. It was not until the 1980s that wide-
spread credit rationing was lifted and interest rates became increas-
ingly market-determined. When real interest rates turned positive with 
the widespread indexation of fi nancial instruments in the 1980s, banks 
became more willing to lend. A major overhaul of the public housing 
fund in 1990 towards a market-based system greatly improved access 
to housing fi nancing. At the end of the summer of 2004, the banks 
entered into competition with the Housing Financing Fund (HFF), of-
fering mortgage loans and refi nancing without maximum loan limits 
and at lower interest rates than before. Moreover, because they did 
not require that a property transaction take place when they granted 

Chart 8.3   

Estimated external debt by sector 
1998-2007   

% of GDP

Source: Central Bank of Iceland.
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Table 8.1  Household liabilities 2006

1.  Figures are from OECD Economic Outlook No. 83 (June 2008).
Sources: OECD Data Warehouse August 2008, Central Bank of Iceland.

 % of disposable income

Australia 191

Austria 87

Belgium 83

Canada1 129

Denmark 308

Finland 112

France 89

Germany1 105

Iceland 213

Italy1 69

Japan1 131

Netherlands 248

Norway 204

Portugal 141

Spain 133

Sweden 144

United Kingdom1 169

United States1 140
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mortgages, some mortgage equity withdrawal for consumption took 
place. Due to the extended mortgage loan maturities and refi nancing 
at lower interest rates, the increase in household debt did not produce 
a correspondingly greater debt service burden until 2007, when debt 
service as a proportion of disposable income rose by two percentage 
points from the previous year. Household debt service is relatively im-
mune to short-term interest rate movements because 80% of the total 
stock is CPI-indexed at fi xed interest rates. Furthermore, as interest 
rate differentials are wide, households have increasingly turned to for-
eign currency-denominated loans in recent years. Foreign borrowing 
and the accompanying currency risk grew considerably in 2007, and 
the debt service of these foreign loans has increased due to the depre-
ciation of the króna in the fi rst half of 2008. As a proportion of total 
household debt in the credit system, foreign-currency loans increased 
from 8.4% at year-end 2006 to just under 13% at the end of 2007. 
As a proportion of household debt owed only to deposit money banks, 
they amounted to almost 25% at the end of Q2/2008, compared to 
16% the year before.

At the beginning of the 1980s, household debt was around 26% 
of disposable income and 17% of GDP, but by the end of 2007 debt 
to fi nancial institutions had reached 226% of disposable income and 
121% of GDP. In pace with its rising debt, the asset position of the 
household sector has strengthened and, if pension funds assets are 
included (see Chapter 4), so has its net worth. While debt rose from 
93% of disposable income in 1990 to 226% in 2007, the value of the 
households’ stake in pension funds showed similar growth, from 70% 
of disposable income to 240%. Therefore, in spite of a large increase 
in indebtedness, the net equity of households has improved, especially 
when pension fund reserves are taken into account. Increasing house-
hold debt is also to some extent a question of terminology because 
it encompasses only debt for which bodies within the monetary sys-
tem are creditors. Before the introduction of the housing bond system, 
some housing debt was between buyers and sellers, so that a lower 
level of debt to the monetary system was recorded. Furthermore, in-
fl ationary effects decreased the real value of household debt before 
general indexation of loans was introduced in 1979.  

Data on fi nancial assets are not as reliable as data on real as-
sets. The main sources of information are tax returns for dwellings 
and automobiles and fi nancial sector series collected by the Central 
Bank. The total value of household assets including pension reserves is 
estimated at almost eightfold disposable income, valued at the end of 
2007. Equity holdings represent a particular problem, since Icelandic 
tax returns report a monetary face value (equivalent to the number 
of shares) rather than market value. Finally, note must be taken of 
the very strong position of Icelandic pension funds, whose reserves 
are counted as household assets in the OECD fi nancial accounts and 
whose existence clearly infl uences the need and demand for other 
kinds of household saving.

Net wealth of Icelandic households excluding pension reserves 
was around 308% of disposable income at the end of 2007 and 548% 
including pension reserves. The net wealth of Icelandic households is 

DOMESTIC AND FOREIGN DEBT

Chart 8.4

Foreign debt and dividend payments 
and net external position

Annual data 1990-2007

% of GDP

Sources: Statistics Iceland, Central Bank of Iceland.
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broadly within the range of the G7 countries if pension fund assets 
are included, but lower if they are excluded.2 It must be acknowledged, 
however, that both real estate prices and share prices in Iceland increased 
considerably in recent years until 2007 and therefore boosted the asset 
side of the household balance sheet. However, by August 2008, share 
prices had dropped by 48% from a year earlier due to the turmoil in 
global fi nancial markets and the liquidity crisis, and real housing prices 
had decreased by 9%.

Corporate balance sheets

Icelandic corporate debt is also high compared with other countries for 
which data are available. At the end of 2007, total corporate debt was 
more than three times Iceland’s GDP, the highest fi gure for the Nordic 
countries both throughout recent years and across industries. There 
are various factors explaining the relatively high debt leverage among 
Icelandic corporations. 

Like households, Icelandic corporations were relatively debt-free 
at the end of the negative real interest rate era in the early 1980s. As 
real interest rates turned positive around that time, corporate debt rose 
relative to GDP but then remained roughly stable for 15 years by this 
criterion. Liberalisation of the domestic fi nancial markets in the late 
1980s was followed by external liberalisation in the fi rst half of the 
1990s. With liberalisation of capital fl ows and the expansion of bank-
ing system balance sheets since 1997, the debt of Icelandic corpora-
tions has climbed from 80% of GDP to 308% in 2007. Businesses have 
also gradually increased their share of foreign-currency denominated 
debt. At the end of June 2008, 67% of corporate debt with deposit 
money banks was denominated in foreign currency. 

A signifi cant amount of increased corporate debt lies with com-
panies that have been expanding their operations overseas through 
acquisition of foreign companies (FDI) and the formation of foreign 
subsidiaries. A large part of the €8.6 billion (782 b.kr.) increase in cor-
porate debt in 2007 can be traced to overseas expansion. The funding 
of this considerable increase in outward investment by Icelandic resi-
dents has mainly been intermediated by domestic banks.  

The stock market is young and not as well developed as the bank-
ing sector, which causes fi rms more diffi culties in raising funds by issu-
ing equity than by issuing debt. However, the stock market has been 
fairly large relative to GDP and grew rapidly over the last decade. 

Important sectors like fi sheries, power generation and transport 
are very capital-intensive, and high capital formation in these sectors 
has been ongoing in recent years. Small and medium-sized companies 
are the backbone of the Icelandic business sector, and due to their 
small size they must be fi nanced through the banking sector.

Corporate assets have also increased astronomically, but their 
true value is surrounded by great uncertainty. Leveraged purchases of 
shares and direct acquisitions of foreign companies are largely respon-
sible for the growth of Icelandic companies’ balance sheets in recent 
years. It is also clear that real estate prices soared in the last few years. 
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Source: Central Bank of Iceland.

Households

Non-financial corporations

DOMESTIC AND FOREIGN DEBT

2.  OECD Economic Outlook No. 83 (June 2008).
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In real terms, the price of business premises was 150-170% higher at 
the end of 2007 than it was a decade before.

Other explanatory factors

It is necessary to highlight important underlying factors that explain 
Iceland’s relatively high levels of indebtedness by international com-
parison. In a recent report on Iceland, the IMF pointed out that its 
“cross-country analyses supported the view that the deviation of Ice-
land’s international investment position with respect to comparable 
economies was largely explained by demographic factors.” The IMF 
report also stated that “private sector borrowing appears rooted in 
demographic trends and the build-up of substantial private assets – 
rather than weak public fi nances or market distortions.”3 The age 
structure of Iceland’s comparatively young population, which reduces 
aggregate saving due to life-cycle behaviour, therefore accounts for a 
large part of its external liabilities.

3.  IMF country report No. 05/366: Iceland – selected issues: “Corporate leverage: How dif-
ferent is Iceland?”

DOMESTIC AND FOREIGN DEBT





9  Appendix

Table A1  Economic development1

1. Data refer to 2007 unless otherwise indicated. 

Sources: Directorate of Labour, OECD, Statistics Iceland, Central Bank of Iceland.

 2007

Population size at year-end (thous.) 313.4

Average annual population growth (%) 

in last 10 yrs. 1.4

in last 20 yrs. 1.2

in last 30 yrs. 1.1

GDP in billions of ISK 1,279

GDP in billions of EUR 14.6

GDP in billions of USD 20.0

GDP/capita in thous. EUR 46.9

GDP/capita in thous. USD in terms of PPP 37.9

Rank among OECD countries 15

Average annual growth rate of GDP (%) 

in last 10 yrs. 4.4

in last 20 yrs. 2.8

in last 30 yrs. 3.3

Average annual infl ation rate (%) 

in last 10 yrs. 4.3

in last 20 yrs. 6.1

in last 30 yrs. 17.1

 2007

Labour force participation rate, males (%) 87.5

Labour force participation rate, females (%) 78.6

Rate of unemployment (% of labour force) 1.0

Infant mortality (% of 1,000 live births) 1.3

Life expectancy (males) 79.4

Life expectancy (females) 83.0

Live births per 1,000 inhabitants 14.6

Energy consumption per 100,000 inhabitants (PJ) (2006) 176.2

Physicians per 1,000 inhabitants (2006) 3.6

Passenger cars per 1,000 inhabitants (2006) 641

Access to Internet (% of population, 16-75 yrs.) (2008) 91

Exports as a share of GDP 35.3

International investment position at year-end -123.8

Government revenue as a share of GDP 48.3

Government expenditures as a share of GDP 43.1

General government gross debt as a share of GDP 26.1
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Table A2  Structure of the economy

 At current prices  Average volume
 (million EUR ) % of GDP change (%)

 1990 2000 2007 1990 2000 2007 1967-2007 1987-2007

 % of GDP

 1973 1980 1990 2000 2007

 2,990 5,708 8,523 59.8 60.6 58.4 4.0 3.5

 996 2,206 3,589 19.9 23.4 24.6 4.8 3.3

 973 2,154 4,014 19.5 22.9 27.5 4.8 6.3

 4,934 10,102 16,159 98.7 107.3 110.6 4.2 3.9

 1,682 3,162 5,157 33.6 33.6 35.3 4.3 3.6

 1,617 3,847 6,712 32.3 40.9 46.0 5.4 5.8

 5,000 9,416 14,605 100.0 100.0 100.0 3.7 3.1

 -104 -956 -2,266 -2.1 -10.2 -15.5 . .

 5.2 4.8 2.6 2.0 1.4

 7.2 8.0 9.6 7.1 4.4

 0.1 0.1 0.2 0.1 0.1

 20.9 20.2 16.3 14.0 10.9

 8.2 7.8 4.7 2.9 4.4

 2.9 4.2 3.9 3.4 4.3

 12.0 8.7 8.4 8.7 11.1

 10.6 10.1 11.8 11.5 10.9

 1.2 1.1 2.0 1.9 1.6

 9.3 7.7 8.0 8.7 5.9

 15.2 17.9 17.7 19.0 27.3

 15.2 17.2 19.6 23.6 22.0

 100 100 100 100 100.0

 5.207 13.4 12.4 7.9 4.9 4.0 2.8 3.4

 6.115 6.6 6.4 5.3 5.7 4.7 4.0 2.5

 7.598 9.7 7.8 9.1 6.1 5.9 4.3 1.6

 15.282 15.6 15.2 15.2 12.5 11.9 12.1 9.2

 11.638 11.1 11.4 11.0 10.8 9.0 8.0 9.8

 20.118 13.7 13.5 13.4 14.5 15.6 17.8 17.8

 8.817 9.6 8.5 7.3 6.7 6.8 7.3 6.3

 11.537 2.7 4.0 5.4 8.1 9.0 11.3 14.6

 25.300 9.5 12.4 15.7 18.2 19.6 6.8 5.0

 9.202 7.0 6.9 7.2 7.4 7.1 5.9 7.1

 8.018 1.0 1.4 2.4 4.9 6.2 19.6 22.3

 128.832 100.0 100.0 100.0 100.0 100.0 100.0 100.0

1. Figures for the period 1963-1997 show number of man-years by industry. Since 2000, data have been compiled from PAYE returns and show number of employed persons by 
industry. 

Sources: Statistics Iceland, Central Bank of Iceland.

A  Components of GDP

Private consumption

Public consumption

Gross capital formation

National expenditure

Exports of goods and services

Imports of goods and services

GDP

Current account balance 

B  GDP by sectors

Agriculture

Fishing

Mining and quarrying

Manufacturing

  Fish processing

Electricity and water supply

Construction

Wholesale and retail trade

Hotels and restaurants

Transport, storage and communication

Finance, insurance, real estate, etc.

Other service activities

Total industries

C  Employment by sectors

Agriculture

Fishing

Fish processing

Manufacturing industry

Construction, electricity and water

Wholesale & retail trade, restaurants & hotels

Transport, storage and communication

Finance, insurance, real estate, etc. 

Providers of government services

Other services

Other

Total number of employed

   Thous.
 man-years Percentage breakdown1

 1997 1963 1970 1980 1990 1997 20001 20071
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B  Merchandise exports by commodity groups (fob value) 1990-2007

Total merchandise exports

Marine products

Salted and dried fish

Fresh fish

Whole-frozen fish

Frozen fish fillets

Frozen shrimp

Fish meal

Fish oil

Other marine products

Agricultural products

Manufacturing products

Aluminium

Ferrosilicon

Other manufacturing products

Other products

Ships and aircraft

Other products

A  Exports and imports by basic categories 1990-2007

Exports of goods and services 

Imports of goods and services 

Merchandise exports (fob value) 

Marine products 

Manufacturing goods 

Other goods 

Merchandise imports (fob value) 

Consumption goods 

Capital goods 

Industrial supplies 

Services exports  

Transportation 

Travel 

Other services 

Services imports 

Transportation 

Travel 

Other services 

Table A3  Structure of foreign trade

 1,684 1,925 3,161 5,121 100.0 100.0 100.0 100.0

 1,615 1,728 3,837 6,623 100.0 100.0 100.0 100.0

 1,247 1,392 2,056 3,483 74.0 72.3 65.0 68.0

 941 1,001 1,301 1,457 55.9 52.0 41.2 28.5

 255 298 643 1,354 15.1 15.5 20.3 26.4

 51 92 112 672 3.0 4.8 3.5 13.1

 1,180 1,233 2,572 4,497 73.1 71.3 67.0 67.9

 . 418 817 704 . 24.2 21.3 10.6

 . 321 795 657 . 18.6 20.7 9.9

 . 493 960 3,137 . 28.6 25.0 47.4

 437 533 1,105 1,638 26.0 27.7 35.0 32.0

 174 207 533 678 10.3 10.8 16.9 13.2

 119 143 247 463 7.0 7.4 7.8 9.0

 145 183 324 497 8.6 9.5 10.3 9.7

 435 495 1,265 2,125 26.9 28.7 33.0 32.1

 132 160 450 605 8.2 9.2 11.7 9.1

 224 217 511 973 13.9 12.6 13.3 14.7

 79 118 304 547 4.9 6.8 7.9 8.3

 At current prices (million EUR) % of total exports or imports

 1990 1995 2000 2007 1990 1995 2000 2007

 At current prices (million EUR) % of total merchandise exports

 1990 1995 2000 2007 1990 1995 2000 2007

Sources: Statistics Iceland, Central Bank of Iceland.

 1.247 1.392 2.056 3.483 100.0 100.0 100.0 100.0

 941 1.001 1.301 1.457 75.5 71.9 63.3 41.8

 177 161 280 265 14.2 11.6 13.6 7.6

 161 81 151 282 12.9 5.9 7.3 8.1

 70 149 130 128 5.6 10.7 6.3 3.7

 349 278 376 413 28.0 20.0 18.3 11.8

 60 184 137 73 4.8 13.2 6.7 2.1

 42 56 128 119 3.4 4.0 6.2 3.4

 14 29 26 48 1.1 2.1 1.3 1.4

 67 63 73 130 5.4 4.6 3.5 3.7

 24 25 35 40 1.9 1.8 1.7 1.1

 255 298 643 1.354 20.4 21.4 31.3 38.9

 129 147 381 916 10.4 10.6 18.6 26.3

 33 38 53 91 2.6 2.8 2.6 2.6

 93 113 208 347 7.4 8.1 10.1 10.0

 27 68 76 632 2.2 4.9 3.7 18.2

 16 49 43 544 1.3 3.5 2.1 15.6

 11 19 33 88 0.9 1.3 1.6 2.5
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Table A3 (continued)  Structure of foreign trade

Total merchandise imports

Food and beverages

Primary, mainly for industry

Primary, mainly for household consumption

Processed, mainly for industry

Processed, mainly for household consumption

Industrial supplies not specified elsewhere

Primary

Processed

Fuels and lubricants

Primary

Motor fuel

Other

Capital goods (except transport), parts and accessories

Basic capital goods

Parts and accessories

Transport equipment

Passenger motor cars (excl. buses)

Transport equipment (excl. ships, aircraft)

Other, non-industrial

Parts and accessories

Ships

Aircraft

Consumer goods not specified elsewhere

Durable

Semi-durable

Non-durable

Goods not specified elsewhere

  

 1,186 1,236 2,579 4,511 100.0 100.0 100.0 100.0

 90 123 207 295 7.6 10.0 8.0 6.5

 4 29 64 61 0.4 2.4 2.5 1.4

 25 16 21 46 2.1 1.3 0.8 1.0

 10 11 12 17 0.8 0.9 0.5 0.4

 52 67 110 171 4.4 5.4 4.3 3.8

 311 344 597 1.167 26.2 27.9 23.2 25.9

 12 14 28 49 1.0 1.2 1.1 1.1

 299 330 569 1.118 25.2 26.7 22.1 24.8

 117 87 238 401 9.9 7.1 9.2 8.9

 3 3 6 12 0.2 0.3 0.3 0.3

 25 18 50 79 2.1 1.4 1.9 1.8

 89 66 182 310 7.5 5.4 7.1 6.9

 219 264 611 980 18.5 21.3 23.7 21.7

 136 169 417 655 11.5 13.7 16.2 14.5

 83 94 193 324 7.0 7.6 7.5 7.2

 218 154 440 958 18.4 12.4 17.0 21.2

 42 55 168 322 3.5 4.4 6.5 7.1

 24 17 67 146 2.1 1.4 2.6 3.2

 3 3 6 31 0.3 0.2 0.2 0.7

 36 35 63 127 3.1 2.8 2.5 2.8

 19 35 80 38 1.6 2.9 3.1 0.8

 94 10 54 294 7.9 0.8 2.1 6.5

 229 261 484 706 19.3 21.1 18.8 15.6

 51 54 117 213 4.3 4.3 4.5 4.7

 92 104 189 251 7.7 8.4 7.3 5.6

 85 103 178 242 7.2 8.4 6.9 5.4

 2 3 3 4 0.2 0.2 0.1 0.1

 At current prices (million EUR) % of total merchandise exports

 1990 1995 2000 2007 1990 1995 2000 2007

Sources: Statistics Iceland, Central Bank of Iceland.

C  Merchandise imports by economic category (fob value) 1990-2007
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D Geographic distribution of foreign trade (f.o.b. value) 1970-20071

 Share of total Million EUR

Merchandise exports 1970 1980 1990 2000 2007 2007

European Union

Euro area

Other EU countries

United Kingdom

Other Western European countries

Eastern Europe and former Soviet Union

Russia

United States

Japan

Other OECD countries

Developing countries

Other countries

Total

Merchandise imports

European Union

Euro area

Other EU countries

United Kingdom

Other Western European countries

Eastern Europe and former Soviet Union

Russia

United States

Japan

Other OECD countries

Developing countries

Other countries

Total

 52.8 52.3 70.7 67.4 74.4 2,597.6

 25.4 30.2 37.6 42.3 55.5 1,933.2

 27.4 22.0 33.1 25.1 18.9 662.1

 13.2 16.5 25.3 19.3 13.2 460.4

 2.8 2.3 3.4 7.8 6.3 218.1

 9.6 8.8 2.9 1.4 2.1 72.1

 6.8 5.4 2.5 0.4 1.4 47.8

 30.0 21.6 9.9 12.2 5.3 183.2

 0.1 1.5 6.0 5.2 4.2 145.8

 0.5 0.6 0.5 2.0 0.6 21.9

 4.2 12.9 5.5 3.0 2.4 79.6

 0.0 0.0 1.1 1.0 4.7 160.9

 100.0 100.0 100.0 100.0 100.0 6,582.7

     

 64.9 58.0 59.9 57.0 59.9 2,924.9

 32.0 33.2 35.5 33.5 30.9 1,508.4

 33.0 24.8 24.4 23.6 28.6 1,396.4

 14.3 9.5 8.1 9.0 5.4 261.1

 5.4 8.1 5.2 9.7 7.6 373.0

 10.4 10.9 6.5 5.7 1.2 60.2

 7.2 9.7 5.0 1.8 1.1 55.9

 8.2 9.4 14.4 11.0 13.5 657.1

 2.9 4.0 5.6 4.9 4.7 230.2

 0.4 5.8 3.7 4.5 3.5 174.1

 7.2 2.7 3.1 5.6 6.9 550.1

 0.6 1.1 1.4 1.5 2.1 97.7

 100 100 100 100 100.0 8,289.1

1.  In data prior to 2000, country groups are based on the year 2000.

Sources: Statistics Iceland, Central Bank of Iceland.

Table A3 (continued)  Structure of foreign trade
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Table A4  National accounts overview

 At current prices (million EUR) Volume change on previous year (%)

 2003 2004 2005 2006 2007 2003 2004 2005 2006 2007

 5,553 6,085 7,811 7,814 8,523 6.1 6.9 13.0 4.4 4.2

 2,529 2,675 3,234 3,253 3,589 1.8 2.1 3.5 3.9 3.3

 1,936 2,507 3,727 4,484 4,014 11.1 28.1 35.7 20.4 -14.8

 1,121 1,496 2,574 3,149 2,433 20.9 33.9 60.2 21.1 -25.4

 490 581 748 849 1,034 3.7 14.2 11.9 16.5 13.1

 324 430 405 486 547 -5.9 29.1 -17.5 22.7 4.3

 10,017 11,267 14,773 15,551 16,126 5.7 9.9 15.8 9.3 -2.3

 3,327 3,636 4,152 4,265 5,157 1.6 8.5 7.2 -5.1 18.1

 2,105 2,322 2,495 2,775 3,493 -1.1 9.2 -0.1 -1.5 22.3

 1,222 1,314 1,657 1,490 1,664 7.2 7.1 20.1 -10.4 10.2

 3,624 4,237 5,781 6,659 6,712 10.7 14.5 29.4 10.2 -1.4

 2,289 2,742 3,686 4,560 4,497 7.2 15.8 25.3 16.9 -4.7

 1,336 1,495 2,095 2,099 2,214 17.1 12.4 37.0 -1.7 5.7

 9,703 10,656 13,133 13,312 14,605 2.4 7.6 7.5 4.5 3.8

 -463 -1,047 -2,119 -3,378 -2,282 . . . . .

 . . . . . -4.8 -9.8 -16.1 -25.4 -15.6

Source: Statistics Iceland.

Private consumption

Public consumption

Gross fixed capital formation

Industries

Housing

Public works and buildings

National expenditure

Exports of goods and services

Exports of goods

Exports of services

Imports of goods and services

Imports of goods

Imports of services

Gross domestic production (GDP)

Current account balance

Current account balance, % of GDP 

1.  Parent company basis.

Sources: Financial Supervisory Authority, OMX Nordic Exchange Iceland, Central Bank of Iceland.

Table A5  Financial sector indicators

Financial institutions (number, unless otherwise indicated) 2000 2005 2007

Commercial banks 4 4 5

Savings banks 25 24 20

Number of employees in commercial banks and savings banks, year-end1 3,046 3,884 ...

Total assets of commercial and savings banks (billion EUR)1 9.6 51.6 106.2

Credit undertakings 12 11 13

Undertakings engaged in securities 11 11 16

Pension funds 56 45 37

Insurance companies 12 12 13

Financial markets  

Listed companies on Iceland Stock Exchange (ICEX), now OMXI 75 24 26

Market capitalisation of listed companies at end of period (billion EUR) 5.0 24.3 28.2

Market capitalisation of listed companies at end of period (% of GDP) 59.0 182.3 201.0

Annual turnover in listed equities (billion EUR) 2.7 15.2 33.7

Annual turnover in listed bonds (billion EUR) 4.6 16.7 26.6

Annual turnover on the Icelandic interbank market for foreign exchange (billion EUR) 10.6 26.3 40.0

Annual turnover on the interbank currency swap market (billion EUR) . 0.6 0.4

Annual turnover on the interbank market for krónur (billion EUR) 7.2 20.0 14.9
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Table A6  Government sector indicators

1. Culture, religion, recreation, housing and community affairs, environmental protection.

Source: Statistics Iceland, March 2008.   

General government revenues and expenditures

% of GDP 1999 2000 2001 2002 2003 2004 2005 2006 2007

Revenue 43.1 43.5 41.8 41.6 42.7 44.1 47.0 48.0 48.3

Taxes 36.8 37.1 35.3 35.2 36.7 37.9 40.6 41.4 41.3

 On income and wealth 17.7 18.5 18.9 18.9 19.4 19.5 21.0 21.6 22.1

 On prod./imports/consumption 19.1 18.6 16.4 16.4 17.2 18.3 19.6 19.8 19.1

Interest 1.3 1.4 1.8 1.8 1.3 1.1 1.0 1.7 2.3

Other income 5.0 4.9 4.7 4.5 4.7 5.1 5.5 4.8 4.7

          

Expenditure 41.9 41.8 42.5 44.1 45.5 44.0 42.1 41.6 43.1

Public consumption 22.9 23.4 23.6 25.4 26.0 25.1 24.6 24.4 24.6

Interest 3.4 3.4 3.4 3.0 2.7 2.4 2.2 2.2 2.3

Subsidies 1.8 1.8 1.8 1.8 1.9 1.8 2.0 1.7 1.6

Current transfers 5.9 5.8 5.8 6.6 7.6 7.3 6.7 6.3 6.6

Fixed investment 4.7 4.1 4.5 3.9 3.6 3.9 3.1 3.9 4.3

Capital transfers 0.9 0.8 1.0 0.7 0.9 0.8 0.7 0.7 0.9

Other 1.0 1.1 1.1 1.2 1.2 1.1 1.1 1.0 1.5

Depreciation -2.0 -2.0 -1.9 -1.9 -1.9 -1.8 -1.8 -1.8 -1.8

Cost of goods sold 3.4 3.4 3.3 3.3 3.5 3.5 3.5 3.2 3.1

          

Government expenditure by function

General government, % of GDP         

Administration and safety 4.4 4.2 4.6 4.5 4.6 4.3 4.3 4.1 .

Education 7.5 7.5 7.7 8.3 8.3 8.2 8.3 8.3 .

Health services 8.3 8.0 7.9 8.7 8.9 8.5 8.1 7.9 .

Social security 7.6 7.7 7.9 8.7 9.7 9.5 9.1 8.3 .

Other social affairs1 4.2 4.3 4.1 4.7 4.7 4.8 4.4 4.9 .

Economic services 6.7 6.8 7.0 6.4 6.6 6.3 5.8 5.9 .

Interest expenditure 3.5 3.4 3.4 3.1 2.8 2.5 2.3 2.3 .

          

Central government, % of GDP 

Expenditure 31.6 31.2 31.7 32.2 33.7 32.0 31.0 30.0 .

Administration and safety 4.1 4.2 4.3 4.3 4.5 4.3 4.1 4.1 .

Education 3.0 2.9 3.2 3.3 3.4 3.4 3.4 3.3 .

Health services 8.1 7.8 7.7 8.5 8.7 8.3 8.0 7.8 .

Social protection 6.5 6.6 6.6 6.7 7.4 7.2 7.3 7.0 .

Other social affairs1 1.7 1.8 1.7 1.7 1.8 1.8 1.7 1.7 .

Economic services 5.3 5.3 5.4 5.3 5.6 5.1 4.7 4.4 .

Interest expenditure 2.9 2.8 2.8 2.4 2.2 2.0 1.8 1.7 .

          

Local government, % of GDP

Expenditure 11.8 12.0 12.4 13.1 12.9 12.9 12.6 13.5 .

Administration and safety 1.1 0.8 1.1 1.0 1.0 1.0 1.0 0.9 .

Education 4.5 4.6 4.6 5.0 4.9 4.8 5.0 5.0 .

Health services 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 .

Social protection 1.6 1.6 1.8 2.1 2.2 2.1 2.1 2.0 .

Other social affairs1 2.5 2.6 2.5 3.0 3.0 3.1 2.8 3.3 .

Economic services 1.4 1.6 1.6 1.2 1.1 1.3 1.2 1.6 .

Interest expenditure 0.6 0.6 0.6 0.6 0.6 0.5 0.5 0.6 .



66

APPENDIX

E
C

O
N

O
M

Y
 

O
F

 
I

C
E

L
A

N
D

 
2

0
0

8

1. Preliminary fi gures.  2. Positive number represents infl ow of capital due to foreign borrowing or decrease in assets. Negative number accounts for outfl ow of capital, debt repayments 
or increase in assets.   

Source: Central Bank of Iceland.

Million EUR    1990 1995 2000 2005 20071

Current account     -104 40 -956 -2,119 -2,282

 Balance on goods, services and income -101 44 -946 -2,097 -2,238

  Export    1,747 1,988 3,318 5,303 8,810

  Imports    -1,848 -1,944 -4,264 -7,400 -11,047

 Balance on goods and services 67 197 -676 -1,606 -1,492

  Exports    1,682 1,925 3,161 4,136 5,131

  Imports    -1,615 -1,728 -3,837 -5,742 -6,623

 Balance on goods 65 159 -516 -1,191 -1,004

  Merchandise exports f.o.b. 1,245 1,392 2,056 2,495 3,493

   Marine products 941 1,001 1,301 1,409 1,457

   Aluminium and ferro silicon 162 185 435 538 1,007

   Ships and aircrafts 16 49 43 123 544

   Other goods 126 157 276 423 485

  Merchandise imports f.o.b. -1,180 -1,233 -2,572 -3,686 -4,497

   Investment goods -219 -264 -611 -860 -980

   Transport equipment -218 -154 -440 -745 -958

   Fuels and lubricants -117 -87 -238 -346 -401

   Industrial supplies -311 -344 -597 -884 -1,167

   Consumer goods -315 -384 -687 -851 -991

 Balance on services  2 38 -160 -414 -487

  Exports of services, total   437 533 1,105 1,641 1,638

  Transportation 174 207 533 874 678

   Air transport 94 130 416 724 536

   Sea transport 80 78 117 150 142

  Travel    119 143 247 330 463

  Other services 145 183 324 438 497

   Conmunications services 12 18 11 7 10

   Insurance services 5 4 6 7 9

   Government services 95 79 116 69 9

   Other  n.i.e. 33 82 191 355 468

  Imports of services, total   -435 -495 -1,265 -2,056 -2,125

   Transportation -132 -160 -450 -711 -605

   Travel   -224 -217 -511 -788 -973

   Other services -79 -118 -304 -558 -547

    Conmunications services -9 -14 -2 -35 -33

     Insurance services -12 -16 -6 -33 -21

    Government services -7 -9 -17 -18 -18

    Other  n.i.e. -51 -80 -280 -472 -475

 Balance on income  -168 -153 -269 -491 -746

  Receipts    65 63 157 1,167 3,679

   Compensation of employees 36 39 76 59 18

   Investment income  29 24 81 1,107 3,661

    Dividents and reinvested earnings 5 -1 28 811 1,983

    Interest payments 24 25 53 296 1,678

  Expenditures   -233 -216 -427 -1,658 -4,425

   Compensation of employees -9 -4 -12 -20 -39

   Investment income  -224 -212 -415 -1,638 -4,385

    Dividents and reinvested earnings -6 -10 -9 -847 -984

    Interest payments -218 -202 -406 -791 -3,401

 Current transfer, net  -3 -4 -10 -22 -44

   Public transfer, net -5 -7 -11 -20 -41

  Private transfer, net 2 3 1 -2 -3

Table A7  Balance of payments
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Table A7 (continued)  Balance of payments

Million EUR    1990 1995 2000 2005 20071

Capital and fi nancial account 126 -5 1,137 1,774 1,954

 Capital transfer, net 2 -3 -3 -22 -22

 Financial account2 124 -1 1,141 1,796 1,975

 Financial account excl. reserves 181 2 1,061 1,856 2,052

  Direct investment, net 8 -26 -241 -3,232 -6,619

   Abroad   -9 -19 -427 -5,715 -8,872

    Equity capital -4 -4 -437 -4,154 -6,343

    Reinvested earnings -5 2 -6 -695 -1,656

    Other capital 0 -17 16 -865 -872

   In Iceland  17 -7 185 2,483 2,252

    Equity capital 1 5 228 1,316 1,483

    Reinvested earnings -10 2 -21 803 684

    Other capital 27 -14 -21 364 86

  Portfolio investment, net 20 120 689 9,822 -4,975

   Assets   0 -49 -599 -3,777 -5,550

    Equities  0 -34 -670 -2,633 -2,002

    Debt securities 0 -16 71 -1,144 -3,548

     Bonds and notes 0 -14 67 -1,146 -3,546

     Money market instruments 0 -2 4 1 -2

   Liabilities   20 169 1,288 13,599 576

    Equities  0 0 -17 67 143

    Debt securities 20 169 1,305 13,532 433

     Bonds and notes -1 145 1,247 13,433 59

     Money market instruments 21 24 58 99 373

  Financial derivatives, net -1 0 -1 0 0

   Assets   -1 -13 17 0 0

   Liabilities    0 12 -18 0 0

  Other investment, net  153 -91 614 -4,734 13,646

   Assets   -40 20 -98 -8,788 -12,294

    Loan   0 0 -43 -7,452 -6,157

    Deposits  -21 29 -35 -1,350 -6,197

    Trade credits 0 -1 0 3 22

    Other capital -20 -8 -20 11 38

   Liabilities    193 -111 712 4,054 25,940

    Loan   180 -120 713 3,680 14,371

     Long-term borrowing 200 -187 383 2,073 5,875

     Short-term borrowing -20 67 330 1,607 8,495

    Deposits  0 3 -14 314 11,538

    Trade credits 14 1 1 56 32

    Other capital -1 5 12 3 0

  Reserve assets -57 -3 80 -60 -76

 Net errors and omissions -22 -36 -181 345 328

 Memorandum items:     

 Debt liabilities, net 214 58 2,017 17,586 26,373

  Long-term borrowing, net 199 -42 1,630 15,505 5,935

   Monetary authorities  -1 0 0 0 0

   General government 13 149 67 -279 84

   Deposit banks -12 -99 1,048 14,485 2,291

   Other sectors 198 -93 515 1,299 3,560

  Short-term borrowing, net 15 100 387 2,080 20,438

   Monetary authorities  -1 16 148 0 -1

   General government 21 24 158 -162 0

   Deposit banks -8 57 -29 2,183 20,552

   Other sectors 2 4 110 59 -113

Conversion rate: ISK per EUR 74.29 83.76 72.61 78.14 87.60
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1. Based on debt outstanding at end of year 2007. Conversion rate: ISK per EUR = 62.00.  2. Floating interest rate: LIBOR-USD is assumed at 5.0% and EURIBOR at 4.5% per year. 

Source: Central Bank of Iceland.

Table A8  Projected external debt service1

 197.3 173.5 53.1 1,240.9 350.8 4.0 228.8 2,248.3

 89.6 85.1 80.8 79.0 32.1 14.7 . .

 286.8 258.6 133.8 1,319.9 382.9 18.7 . .

        

 173.1 159.5 0.0 1,224.3 306.1 0.0 213.7 2,076.7

 83.5 79.8 76.5 76.5 30.6 14.1 . .

 256.5 239.3 76.5 1,300.8 336.7 14.1 . .

        

 24.2 14.0 53.1 16.6 44.7 4.0 15.1 171.6

 6.1 5.3 4.3 2.5 1.5 0.6 . .

 30.3 19.3 57.4 19.1 46.3 4.6 . .

        

 4,718.9 9,435.7 9,417.1 7,092.7 7,034.5 847.3 8,537.8 47,084.0

 2,261.3 1,979.5 1,538.9 1,174.2 763.9 493.1 . .

 6,980.2 11,415.2 10,956.0 8,266.9 7,798.4 1,340.4 . .

        

 4,704.4 9,422.3 9,404.1 7,074.7 7,000.3 829.8 7,938.2 46,373.8

 2,232.7 1,951.6 1,511.7 1,147.6 738.6 468.8 . .

 6,937.1 11,374.0 10,915.8 8,222.3 7,739.0 1,298.6 . .

        

 14.5 13.4 13.0 17.9 34.1 17.5 599.7 710.1

 28.6 27.9 27.2 26.6 25.3 24.3 . .

 43.1 41.3 40.2 44.5 59.4 41.8 . .

        

 587.9 1,648.5 1,542.1 326.7 1,451.8 168.3 2,034.9 7,760.2

 382.2 344.3 244.0 180.6 134.3 89.0 . .

 970.1 1,992.8 1,786.1 507.3 1,586.1 257.3 . .

        

 5,504.1 11,257.7 11,012.3 8,660.2 8,837.1 1,019.6 10,801.6 57,092.5

 2,733.0 2,408.9 1,863.7 1,433.9 930.3 596.8 . .

 8,237.1 13,666.6 12,876.0 10,094.1 9,767.4 1,616.4 . .

        Principal
Million EUR 2008 2009 2010 2011 2012 2013 thereafter Total

General government

 Principal 

 Interest2 

 Total 

Central government

 Principal 

 Interest2 

 Total 

Local government 

 Principal 

 Interest2 

 Total 

Financial institutions

 Principal 

 Interest2 

 Total 

Banks

 Principal 

 Interest2 

 Total 

Other credit institutions

 Principal 

 Interest2 

 Total 

Other sectors

 Principal 

 Interest2 

 Total 

Total payments

 Principal 

 Interest2 

 Total 
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