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 2007 2008 2009 2010 2011 2012 

 
Percentage changes, volume (2000 prices) 

GDP 6.0 1.4 -6.9 -3.5 2.2 2.9 

Private consumption 5.7 -7.9 -15.6 -0.2 2.9 2.7 

Government consumption 4.1 4.6 -1.7 -3.2 -4.0 -1.8 

Gross fixed capital formation 19.1 -19.7 -50.9 -8.1 14.7 12.4 

Final domestic demand 0.4 -8.2 -20.7 -2.3 2.6 3.0 

 Stockbuilding
1
 -0.6 -0.4 -0.0 -0.2 -0.1 0.0 

Total domestic demand -0.1 -8.5 -20.7 -2.5 2.7 3.0 

Exports of goods and services 17.8 7.0 7.0 1.1 2.7 3.3 

Imports of goods and services -0.7 -18.4 -24.0 3.9 3.8 3.5 

 Net exports
1
 6.1 10.8 14.4 -1.2 -0.2 0.2 

Memorandum items       

Consumer price index 5.1 12.7 12.0 5.4 2.7 2.6 

Unemployment rate 2.3 3.0 7.2 7.5 7.0 5.8 

General government financial 
balance

2
 

5.4 -13.5 -10.0 -7.8 -2.7 -1.4 

General government gross financial 
liabilities

2, 3
 

53.3 102.0 120.0 120.2 121.0 120.2 

Underlying current account balance
2, 4

 -16.3 -17.7 2.5 1.5 2.2 3.8 
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Box 2. Iceland's temporary derogation under the OECD Codes on the Liberalisation of Capital Movements 
and of Current Invisible Operations 
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Financial sector restructuring has been achieved in a way 

that limits fiscal costs and strengthens market discipline 
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Steps are being taken to accelerate private-sector debt 

restructuring 
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All loan categories 31.12.2008 31.12.2009 31.08.2010 

Performing loans, w/o restructuring  44% 35% 

Performing loans, after restructuring  14% 26% 

In default by 90 days or payment 
unlikely 

45% 42% 39% 

Total  100% 100% 

¶ 

¶ 

¶ 

¶ 
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Micro-prudential regulation and supervision is being 

improved 

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 

Macro-prudential regulation is to be strengthened 
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The blanket deposit guarantee will eventually be replaced 

by limited deposit guarantee arrangements 
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Box 3. Summary of recommendations for restoring the financial sector to health  

¶ 

¶ 

¶ 

¶ 

¶ 

¶ 
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Non-resident króna debt claims are being neutralised to 

open the way for removing capital controls 
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Managing the volatility of the exchange rate and 

coordinating with fiscal policy is the key to controlling 

inflation 
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In the long run, Iceland should adopt the euro 

Box 4. Summary of recommendations for delivering sound inflation performance and monetary 
policy 

¶ 

¶ 

¶  
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The government is implementing a demanding fiscal 

consolidation programme  
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% GDP 

 2009 2010 2011 2012 2013 

Primary revenue 37.5 39.7 39.8 41.7 43.8 

Of which      

Total taxes 30.8 31.8 31.1 31.9 32.5 

Social security contributions  3.1 4.2 4.0 4.0 4.1 

Other 3.7 3.7 4.7 5.8 7.1 

Primary expenditure 44.5 44.0 38.9 37.8 37.7 

Of which      

Compensation of employees  15.0 14.6 13.0 12.1 11.8 

Other collective consumption 12.5 12.3 9.9 9.1 8.7 

Social transfers 8.2 7.8 7.5 6.9 6.5 

Subsidies 1.9 1.8 1.6 1.5 1.4 

Gross fixed capital formation 3.5 2.6 2.3 2.4 2.5 

Other  3.4 4.8 4.6 5.8 6.8 

Primary balance -6.9 -4.3 0.9 3.9 6.1 

Net lending 10.0 -7.8 -2.6 0.1 2.8 
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Accrual accounting, difference from each yearôs baseline, ISK billion in current prices 

 2009 2010 2011 Cumulative 

Revenue     

Income tax and capital gains tax 10.8 3.9 7.2 21.9 

Social security contributions 6.0 18.4 1.1 25.5 

VAT  4.0 0.3 4.3 

Excise taxes 6.5 5.5 0.8 12.8 

Environment and resource taxes  4.7 2.0 6.7 

Net wealth tax and inheritance tax  3.5 2.7 6.2 

Prepayment of personal pension plans 5.3 -0.5 -0.9 3.9 

Other 0.4 4.2 0.0 4.6 

Total 29.0 43.7 13.2 85.9 

% of GDP 1.9 2.8 0.8 5.3 

Expenditure      

Current expenditure -15.3 -14.0 -11.4 -38.9 

Transfer payments -9.3 -15.9 -7.8 -30.0 

Investment and maintenance -17.7 -13.9 -3.9 -31.1 

Avoided wage and benefit increases -5.5 -11.0 -5.0 -21.5 

Total -47.8 -54.8 -28.1 -121.4 

% of GDP -3.2 -3.6 -1.7 -7.5 

The government has implemented institutional reforms to 

strengthen fiscal discipline 

¶ 
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¶ 

¶ 

¶ 

The adoption of fiscal rules would help to sustain needed 

restraint  
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Box 5. Summary of recommendations for securing sustainable public finances 

¶ 

¶ 

¶ 
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Making existing labour support programmes more efficient 

can reduce the possibility of structural unemployment 
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Box 6. Summary of recommendations for fostering the return to work 

¶ 

¶ 

¶ 

¶ 
 

Energy resources are to be developed subject to 

environmental constraints 
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Producer support to agriculture should be reduced 
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