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Disclaimer
The following applies to this document (the “Presentation”), the oral presentation of the information in this document by the Republic of Iceland (“Iceland”) or any person on behalf of Iceland, and any question-and-answer session that follows the oral presentation (collectively with the Presentation, the “Information”). In accessing the 

Information, you agree to be bound by the following terms and conditions.

This document is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulation, nor does it constitute an offer of securities in, the United States, the United Kingdom, the European Economic Area or in any jurisdiction in which such offer, 

solicitation, inducement or sale would be unlawful or contrary to any law or regulation relating to the offer of securities or otherwise.

In particular this document and the information contained herein do not constitute an offer of securities for sale in the United States and this document may not be disseminated, directly or indirectly, into the United States, its territories or possessions, except pursuant to registration or an exemption from the registration requirements of 

the U.S. Securities Act of 1933, as amended. Any failure to comply with this restriction may constitute a violation of United States securities law.

The Information does not constitute or form part of, and should not be construed as an offer or the solicitation of an offer to subscribe for or purchase any securities ( “Securities”). Any decision to purchase Securities should be made solely on the basis of the information to be contained in the information memorandum (or equivalent 

disclosure document) produced in connection with the offering of Securities, which may include this Presentation. Prospective investors are required to make their own independent investigations and appraisals of the business and financial condition of Iceland and the nature of the Securities before taking any investment 

decision with respect to the Securities.

The opinions presented herein are based on general information gathered at the time of writing and are subject to change without notice. Iceland relies on information obtained from sources believed to be reliable but does not guarantee its accuracy or completeness. Opinions expressed reflect the current opinions of Iceland as of the date 

appearing in this Presentation only and are based on the Iceland's opinions of the current market environment, which is subject to change. Certain information contained in this Presentation discusses general market activity, industry or sector trends, or other broad based economic, market or political conditions and should not be 

construed as research or investment advice.

This Presentation is directed only at: (i) persons who are outside the United Kingdom; (ii) persons who are investment professionals within the meaning of Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) of the United Kingdom; or (iii) any other persons to whom this announcement 

for the purposes of Section 21 of the Financial Services and Markets Act 2000 can otherwise lawfully be distributed (all such persons together being referred to as “relevant persons”), and must not be acted on or relied upon by persons other than relevant persons. Any investment or investment activity to which this announcement relates 

is available only to and will be engaged in only with relevant persons.

The statements contained in this presentation are made as at the date of this presentation, unless another time is specified in relation to them, and delivery of this presentation shall not give rise to any implication that there has been no change in the facts set forth in this document since that date. Save as otherwise expressly agreed, none 

of the above persons should be treated as being under any obligation to update or correct any inaccuracy contained herein or be otherwise liable to you or any other person in respect of any such information. Market data used in the Information not attributed to a specific source are estimates of Iceland and have not been independently 

verified. 

Nothing contained in this presentation shall be deemed to be a forecast, projection or estimate of Iceland future financial performance. This presentation may contain statements, statistics and projections that include words such as "intends", "expects", "anticipates", "estimates“, “forecasts” and words of similar import. All statements 

included in this presentation other than statements of historical facts, including, without limitation, those regarding financial position, strategy, plans and objectives of management for future operations (including development plans and objectives) are forward-looking statements. Where forecasts have been included in the presentation, 

these are on the basis of government budget numbers. There can be no assurance that such forecasted or budgeted numbers will be achieved. If such figures are not achieved, this may have a negative impact on the performance of the economy of Iceland. By their nature, such statements involve risk and uncertainty because they relate to 

events and depend on circumstances that will occur in the future. No assurances can be given that such expectations will prove to be correct and actual results may differ materially from those projected because such statements are based on assumptions as to future economic performance and are not statements of fact. Iceland 

expressly disclaims to the fullest extent permitted by law any obligation or undertaking to disseminate any updates to these forecasts, projections or estimates to reflect events or circumstances after the date hereof, nor is there any assurance that the policies, strategies or approaches discussed herein will not change. Nothing in the 

foregoing is intended to or shall exclude any liability for, or remedy in respect of, fraudulent misrepresentation.

THIS DOCUMENT DOES NOT DISCLOSE ALL THE RISKS AND OTHER SIGNIFICANT ISSUES RELATED TO AN INVESTMENT IN THE SECURITIES/TRANSACTION. PRIOR TO TRANSACTING, POTENTIAL INVESTORS SHOULD ENSURE THAT THEY FULLY UNDERSTAND THE TERMS OF THE SECURITIES/TRANSACTION AND ANY APPLICABLE RISKS, INCLUDING REVIEWING THE 

RISK FACTORS CONTAINED IN THE INFORMATION MEMORANDUM RELATING TO THE SECURITIES. THIS DOCUMENT BY ITSELF IS NOT A PROSPECTUS OR OFFERING CIRCULAR FOR ANY SECURITIES.
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Political Milestones

Territory  103,000 sq. km / 39,756 sq. miles

Capital  Reykjavik 

Population  374,830

Currency

 Icelandic Króna (ISK). December 2021 monthly average: 

 1 USD = 130.18 ISK

 1 EUR = 147.14 ISK

GDP per capita  USD 56,066 (2020)1

Long term credit ratings

 Moody’s: A2

 S&P: A

 Fitch: A

Distance to Iceland  Flying time 5.5 h. and 3 h. to New York and London respectively

1 Source: IMF. PPP, international dollars per capita.   *Founding member.
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Re-election of the Government

Following the parliamentary elections in September, the second cabinet of a coalition 

government of the Independence Party, the Left-Green Movement and the Progressive Party was 

formed.

The government has put emphasis on balancing economic, social and environmental factors, with 

special focus on:

 The Economy and Public Finances: The Government’s priority will be to 

continue to promote economic and social stability.

 Climate Change: The ideology of sustainability, just transition and increased 

competitiveness will be the Government’s guiding principles in the current transformation 

in the face of climate threats and technological change that is affecting all areas of 

society.

 Digital Transformation: Systematic efforts will be made to strengthen network 

and telecommunications security.  Emphasis will be placed on increasing public 

confidence in information technology, personal data protection and the importance of 

freedom of expression.

Composition of the newly elected Parliament
Number of parliamentary seats by party

Independence

16

Progressive

13

Left-Green

8

Social Democratic

6

People's

6

Pirates

6

Reform

5

Centre

3



COVID-19 situation and response

• Iceland has relied heavily on extensive testing and contact-tracing, while social restrictions 

have been less stringent than in many mainland European countries. This in turn contributed 

to less contraction in domestic demand. 

• Vaccination participation is high, with approximately 78% of the total population fully 

vaccinated (2 doses). Of the total population, 53% have received a booster dose.

• Effective vaccine distribution and high vaccine participation might have played a role in 

mitigating the severity of recent COVID-19 cases. As the pandemic has evolved and with a 

large proportion of the population vaccinated, further easing of restrictions is made possible.

• The government announced on 28 January 2022 the intention to lift all restrictions by mid-

March 2022, as long there will be no new variants of the virus and no increase in serious 

illnesses that put excessive strain on the health care system.

• Covid-19 fiscal measures are discussed later in this presentation. Vaccination doses by age
Share of age group
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Gross domestic product

• COVID-19 has affected both net exports and national expenditure. Restrictions on economic 

activity requiring close social proximity have also had a significant impact. This was evident 

in the change in composition of consumption, as services and travel expenditure decreased 

while the share of durable goods increased. 

• However, the impact of the pandemic on household spending patterns has diminished since 

last year, with strong year-on-year growth in private consumption since Q2/2021. 

• The tourism sector has recovered quite robustly and leading indicators suggest a relatively 

fast rebound once European and North-Atlantic travel resumes. 

• Over the first three quarters of 2021, GDP growth measured 4.1% year-on-year, seeing 5.7% 

growth in domestic demand and a negative contribution of 1.6 percentage points from net 

exports.

GDP growth and contribution of subcomponents
Year-on-year change (%)

GDP per capita in 2020
PPP, thousand international dollars per capita
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Inflation (1/2)

• Headline inflation has been consistently above 4% since the beginning of 2021 and measured 

5.7% in January 2022. The inflation target is 2,5%.

• Rising housing prices have weighed heavily on inflation over the past year, and in January 

2022 nearly half of the inflation stemmed from the housing component of the CPI.

• Inflation excluding housing measured 3,7% and has fallen since the middle of 2021. 

• Fuel prices also had some impact, as global oil prices are higher now than before the 

pandemic and at their highest level since late 2014.

• Underlying inflation is relatively high, measuring 4.4% in January 2022, according to the 

average of various measures. 

Components of CPI inflation
Year-on-year change (%)

Various measures of inflation
Year-on-year change (%)
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Inflation (2/2)

• In 2021, the Icelandic króna appreciated by 2.5% in trade-weighted terms and 5.8% against 

the euro.

• At year-end 2021, the trade-weighted index was still about 6% lower than when the pandemic 

reached Iceland.

• Inflation averaged 5% among Iceland‘s EEA trading partners in Q4/2021.

Inflation in Iceland and Europe
Year-on-year change (%)

Inflation and exchange rate of the króna
Year-on-year change (%)
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Foreign trade and external position
• The pandemic has caused large compositional changes to the current account that are assumed to be 

mainly temporary. 

• The current account balance showed a deficit of 2% of GDP for the first three quarters of 2021, 

compared to a small surplus in 2020 when it measured 0.9% of GDP for the year as a whole. 

• The surplus on the services balance increased by 1.2% of GDP year-on-year in the first three 

quarters of 2021, and measured roughly 3.2%, due mainly to a recovery in the tourism industry. 

• The deficit on goods trade increased by 1.8% of GDP in the first three quarters of 2021, representing 

a larger increase in imported goods than exported goods, while both grew considerably from the 

previous year.

Current account balance and net international investment position
% of GDP

Current account balance
% of GDP

Foreign trade
Year-on-year change (%)
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Composition of exports

• Tourist visits to Iceland have dropped to around 700,000 in 2021 compared to around 2 

million in 2019. 

• It is assumed that capacity in the tourism sector has been largely preserved throughout the 

pandemic, and that the recovery will be a swift one when overseas travel normalises.

• There are indications that tourists stayed longer and spent more, on average, in 2021 than in 

previous years. 

• Icelandic marine product prices fell steeply in 2020, owing to the impact of the pandemic. 

They started to rise again in Q2/2021, mainly due to a strong capelin season. Marine 

products picked up even more in Q3, as trading partners eased public health restrictions and 

market conditions improved. 

• Exports of aluminium and other goods grew markedly during Q3/2021, concurrent with 

sharply rising prices.  The price of Iceland’s aluminium exports is expected to be 43% higher 

in 2021 than in 2020.

Goods and services exports
Bn. króna

Exports and contribution of subcomponents
Year-on-year change (%)
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Imports and tourist arrivals
• Iceland is a small open economy, with imports and exports of goods and services amounting to 34% 

of GDP.

• Trade openness for the last 20 years, measured as the ratio of imports and exports of goods and 

services to GDP, averaged 84%, which is well above the OECD average. 

• The euro area constitutes the largest trading area, accounting for 37% of imports and 52% of 

exports in 2020.  

• In 2019 the US dollar was used in 45,1% of all trade in goods and the euro 34,4%.

• Imports of goods and services grew by 10.4% quarter-on-quarter in Q2/2021, led by imports of 

aircraft.

Share of imports by country, 2020 Foreign nationals' departures via Keflavík Airport
Cumulative total for each year, thousands

Main import products
Year-on-year volume change (%)
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Labour market (1/2)

• Labour force participation rate in Iceland has been the highest among European countries 

while the unemployment rate has been among the lowest. 

• As in many advanced economies, employment has shifted towards services.

• Labour market conditions deteriorated following the onset of the COVID-19 pandemic. The 

collapse in tourism, along with social distancing and public health measures, resulted in 

significant job losses in exposed sectors, with tourism-related sectors being most affected. 

Projected share of 15–64-year-olds in total population Unemployment rate
% of labour force

Employment rate in the Nordic countries
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Labour market (2/2)
• Following the 2004 enlargement of the European Economic Area, migration of foreign nationals in 

tandem with the business cycle has substantially increased the flexibility of the Icelandic labour 

market.

• Migration of foreign workers continues to follow the recovery of the domestic economy, owing to the 

large number of job vacancies that have not yet been filled.

• The labour market recovery from COVID-19 has been strong. In Q3/2021 the participation rate 

exceeded its pre-pandemic level and the unemployment rate and total hours worked were close to 

levels seen before the pandemic. Long-term unemployment has also fallen rapidly, but it is still 

relatively high in historical terms.

Migration
% of population

Nominal and real wages
Year-on-year change (%)

Registered unemployment
% of labour force
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Private consumption and households

• Favourable economic environment in the years from 2011 to 2018, with low unemployment and 

strong economic growth supported businesses and households in deleveraging and 

strengthening their financial position. 

• Higher asset prices and lower debt have improved the balance sheets of businesses and 

households thus increasing the asset quality of the banks, as residential and commercial 

properties are mostly used for loan collateral.

• Household deposits with the banking system increased by 8.5% year-on-year in Q3/2021. 

The growth rate has eased somewhat, although it remains relatively robust. 

Household debt
% of GDP

Household assets and liabilities
% of GDP

Private consumption and household saving
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Private sector debt
• The household debt-to-GDP ratio is higher than before the pandemic, but household indebtedness is 

still relatively modest.

• Loan-to-value (LTV) ratios on new mortgages have increased, on average, partly because of rising 

house prices, although the increased share of first-time buyers is also a factor.

• At the end of Q2/2021, corporate debt contracted by 6.2% year-on-year in real terms. Much of this 

contraction stems from the appreciation of the króna over the period, which lowered foreign-

denominated debt in Icelandic króna terms. 

• Exchange rate movements have a significant impact on corporate debt, as over a third of Icelandic 

companies’ debts are denominated in foreign currencies. 

Corporate debt
% of annual GDP

Corporate debt
% of GDP

Household and non-financial corporate debt
% of GDP
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Financial sector



Financial conditions and FX reserves
• The Central Bank of Iceland has raised the policy rate by 125 basis points since May 2021, as inflation 

has been higher and more persistent than expected.

• The key policy rate was 2% at the end of 2021, 75 basis points lower than in February 2020 before the 

pandemic reached Iceland.

• At year-end 2021, the Central Bank’s international reserves amounted to a total of 7.1 bn. USD, about 

0.3 bn. greater than at year-end 2020. The reserves total 30% of GDP and 40% of broad money 

holdings (M3), and cover ten months’ worth of goods and services imports.

Risk premia on the Icelandic Treasury
%
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Banks (1/2)

• The three largest commercial banks, classified as Domestic Systemically Important Banks 

(D-SIBs), are well capitalized. According to the D-SIBs’ Q3/2021 financial results, their 

combined capital ratio was 24.8% at the end of the quarter.

• Issuance of covered bonds has been the main market funding instrument in ISK. The increase 

in covered bonds was roughly 60 bn ISK in the first half of 2021. 

• Changes in the D-SIBs’ default ratios in 2020 and 2021 are mainly due to the decline in 

tourism.

D-SIB default ratios
%

D-SIB funding
% of total debt, Q3 2021
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Banks (2/2)
• The D-SIBs’ combined liquidity ratio (LCR) was 198% at the end of Q3/2021, whereas the regulatory 

minimum is 100%. The Central Bank also requires the banks to have a LCR ratio of 50% at minimum 

for ISK and a minimum LCR ratio for foreign currencies at 100%. 

• At the end of Q3/2021, the D-SIBs’ LCR ratio in ISK was 125% and 533% in foreign currencies.  

• D-SIBs have high leverage ratios, as measured in terms of the Capital Requirements Directive 4 

definition.

• According to the Q3/2021 results, the leverage ratio of D-SIBs ranged from 12.4% to 14.3%, while the 

minimum regulatory ratio was 3%. 

• The D-SIBs’ combined leverage ratio was 13.4% at the end of Q3/2021.

D-SIB capital requirements and CARs
%, Q3 2021

Capital Adequecy Ratio comparison
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Financial system
• The pension savings’ total assets came to just over 6,000 bn. ISK at year-end 2020, or twice year-

2020 GDP. Private pensions’ foreign-denominated assets totaled just under 1,900 bn. ISK at the end 

of 2020, an increase of 25% or almost 400 bn. ISK during the year. Of that total, new foreign-

denominated investment totaled an estimated 56 bn. ISK. 

• The funds are obliged to limit their exposure to exchange rate risk by ensuring that at least 50% of 

their total assets are denominated in the same currency as their liabilities.

• The share of foreign-denominated assets in pension funds’ portfolios has never been higher. It 

rose by 4 percentage points year-on-year, to an average of 37% by year-end 2020.

Pension funds' assets Assets in retirement savings plans
% of GDP, 2020 or latest year available

Financial system assets
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Debt profile (1/3)
• The central government total debt-to-GDP decreased between 2015 and 2019. However, due to the

COVID-19 pandemic the total debt-to-GDP has increased and was 44.7% at the end of 2021. Net central

government debt, taking into account on-lending and foreign and krona deposits at the Central Bank of

Iceland, was 31.5% of GDP at year-end 2021.

• At the end of December 2021, total central government debt amounted to 1,440. bn. ISK, including

foreign debt of 344 bn. ISK equivalent.

• The Treasury had at the end of December 2021 the equivalent of 305 bn. ISK in foreign currency

deposits with the Central Bank of Iceland and the net central government debt amounted to 1,013 bn.

ISK.

• Foreign bonds of EUR 500 million and USD 92 million will mature in 2022. It is assumed that the euro-

denominated maturity will be refinanced, although this will depend on market conditions and the

Treasury’s position. It is also possible that a green bond will be issued this year.

• A domestic nominal Treasury bond of 95 bn. ISK will mature in 2022. A new index-linked 15-year bond

was issued in January 2022 and a new nominal 20-year bond issue is planned as well. Other series

will be expanded during the year. Planned Treasury bond issuance for 2022 in the domestic market

totals 160 bn. ISK.

• The non-marketable debt consists primarily of loans from the ÍL fund (formerly The Housing Financing

Fund).

Maturity profile of central government debt 
Bn. króna

Central government debt
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Debt profile (2/3)
• The Medium-Term Debt Management Strategy lays down the government’s debt financing plans for 

the next five years.

• The strategy is based on the fiscal plan and sets forth targets and criteria for Treasury debt 

management over the specified period. 

• The key objective of the strategy is to ensure that the government’s financing needs and payment 

obligations are met at the lowest possible cost over the medium- to long-term, in a way that is 

consistent with a prudent degree of risk, and to promote the maintenance and further development of 

efficient primary and secondary markets for domestic government securities.

• Debt management guidelines 2022-2026:

• The structure of debt portfolio: 

• Non-indexed debt 50-70% 

• Indexed debt 20-30% 

• Foreign debt 15-25%

• The average time to maturity of the debt portfolio must be at least five years and no 

longer than seven years.

Average time to maturity of government debt including swaps 
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Debt profile (3/3)

• According to the fiscal plan for 2022-2026, the ratio of central government debt to GDP is 

projected to be approximately 54% by 2026.

Central government debt, Public Finance Act definition
% of GDP
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State guarantees
• At the end of November 2021, state guarantees amounted to 854 bn. ISK or 27% of GDP. The vast 

majority of state guarantees are denominated in Icelandic króna. The largest share of state 

guarantees covers the ÍL fund or 85%.

• In response to the COVID-19 pandemic, at the end of November 2021 the Treasury has issued 
guarantees for 11.2 bn. ISK of new operating loans to companies fulfilling certain conditions. 

Maturity profile of state guarantees
Bn. króna

Currency composition of state guarantees
End-November 2021
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Fiscal discipline



Framework of public finances

• Public finance policy and planning is carried out according to the 2015 Public Finance Act. The Act 

stipulates that the government must publish its policy and planning while abiding to fiscal rules and 

principal values.

• Statutory Publications:

• Fiscal Policy Statement for the next five years must be issued from the formation 

of a government. The statement should list the objectives of public finances and set budget 

and debt targets for the five years. 

• Fiscal Plan is submitted annually for the next five years (rolling spring plan). It entails 

further elaboration of the objectives of fiscal policy. 

• Annual Budget is also submitted annually and is consistent with the targets of the 

Fiscal Plan.

• Fiscal rules (have been suspended until 2026 due to COVID-19):

• Overall balance rule for a 5-year horizon.

• Max deficit 2.5% of GDP in any year.

• Debt rule (net debt shall be lower than 30% of GDP).

• Debt reduction rule (if net debt exceeds 30% of GDP, the part in excess thereof shall be 

reduced by at least 1/20 each year).

• Principal values:

• Sustainability, prudence, stability, predictability, transparency.

General/central government financial assets and liabilities
% of GDP

General/central government revenue and expenditure
% of GDP
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Composition of expenditure and revenue

• The Central Government's revenues are comprised primarily of taxes and fees charged and 

collected based on various Acts. The largest sources of revenue are taxes on income, profits 

and capital gains and taxes on sales and services.

• The largest expenditure categories of the central government are health and social 

protection.

Composition of central government revenue, 2020 Economic composition of central government expenditure, 2020

Central government expenditure by function, 2020
% of GDP

Taxes on income, profits and capital gains
33%

Taxes on sales and services
38%

Social security 
contributions

10%

Other taxes
5%

Property income

8%

Sales of goods and services
4%

Other revenue
2%

Source: Statistics Iceland

Social security grants
32%

Compensation of employees
21%

Use of goods and services
14%

Acquisition of non-financial 
assets

6%

Interest
10%

Subsidies
5%

Other
12%

Source: Statistics Iceland.

0 1 2 3 4 5 6 7 8 9

Health

Social protection

General public service

Economic affairs

Education

Public order and safety

Recreation, culture and religion

Enviromental protection

Housing and community amenities

Defence

Source: Statistics Iceland.



Fiscal balance and targets
• The 2022 budget was approved by Parliament in December 2021. According to the approved budget, 

the central government deficit in 2022 is expected to amount to 186 bn. ISK and to decrease by 

around 100 bn. ISK from 2021.

• The budget was made on the basis of the 2018-2022 Fiscal Policy Statement, amended in 2020 to 

allow for increased deficits due to the COVID-19 pandemic, and the 2022-2026 Fiscal Strategy Plan.

• The re-elected government has submitted a draft Fiscal Policy Statement for the period 2022-2026 

to Parliament. The main objective in the draft Statement is to halt the rise in the general government 

debt-to-GDP ratio no later than in 2026.

Adjusted central government net lending and primary balance
Public Finance Act definition, % of GDP

Iceland's credit rating history

Central government net lending and primary balance
National accounts definition, % of GDP
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COVID-19 fiscal response

• Fiscal policy has been used decisively to counter the health and economic effects of the 

COVID-19 pandemic. In total, above-the-line COVID-19 related fiscal measures amounted to 

3.3% of GDP in 2020 and 3.7% of GDP in 2021.

• The government implemented a broad range of policy measures aimed at supporting 

domestic demand and decreasing the extent of economic scarring.

• This was mainly done by:

• providing targeted support to heavily affected businesses (such as grants, 

guaranteed loans, and tax deferrals);

• maintaining employment relationships and creating jobs (with part-time 

unemployment benefits and hiring grants);

• preserving the purchasing power of households (with an extension of income 

related unemployment benefits and a special withdrawal from 3rd pillar pensions);

• stimulating demand (with expanded VAT refund);

• increasing investment in infrastructure and R&D; and

• protecting vulnerable households.

Composition of 2020-21 fiscal measures in response to COVID-19
Bn. ISK

Discretionary fiscal measures in response to COVID-19
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