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Table 2 Prices

2002 2003
August  Sept. Oct. Nov. Dec. Jan. Feb. March  April
Consumer price index, May 1988 = 100..........ccc.e.... 2218 2229 2241 2237 2239 2247 2243 2267 2270
1-month % changes:
CoNSUMES PriCE INAEX ... -0.5 0.5 0.5 -0.2 0.1 0.4 -0.2 11 0.1
Domestic goods less agric. products and vegetables -1.0 0.6 0.3 -0.7 -0.9 0.5 05 0.2 0.3

-0.8 0.6 -0.2 -0.8 -1.8 16 00 -04 -0.6
-2.3 0.6 11 -0.5 -0.8 -1.0 -1.3 2.8 0.4

Agricultural products and vegetables......
Imported goods less alcohol and tobacco

PO ..o 0.0 23 10 -12 -39 2.6 -0.4 5.0 -0.4
HOUSING ... 04 12 0.3 0.5 12 11 0.9 1.0 0.7
PUDIIC SEIVICES ... 1.2 0.6 0.2 0.2 0.0 3.0 0.2 0.4 0.0
Other SEIVICES......oeieieieiriee e 0.8 0.0 0.4 0.1 0.3 0.5 0.1 0.0 -0.4

Harmonised index of consumer prices (HICP) L........ -0.5 0.5 04 -0.2 0.0 0.2 -0.2 11

12-month % changes:

Consumer Price iNAEX .......ocevevrerieiririeirerei e 3.2 31 29 24 20 14 15 2.2 2.3
Domestic goods less agric. products and vegetables 3.7 3.8 32 18 0.0 -0.9 -0.7 -0.5 0.2
Agricultural products and vegetables...................... -1.3 -0.5 -1.7 -2.7 -24 -4.4 -5.7 -4.2 -2.3
Imported goods less alcohol and tobacco... . 11 0.6 0.6 -0.2 -1.7 -2.9 -2.8 -1.0 -0.7
PEITOL .o -5.3 -4.0 -3.0 -0.2 -25 22 18 8.1 8.5
HOUSING ..ttt 4.7 5.8 6.1 6.2 6.8 7.4 8.2 8.8 8.3
PUDIIC SEIVICES ... 4.0 4.0 32 34 35 4.8 6.2 6.6 6.6
Other SErVICES......cucueviiiceriiceesece e 5.7 5.4 59 5.7 5.4 4.9 44 33 2.7

Harmonised index of consumer prices (HICP) 1........ 35 32 3.0 23 1.9 11 11 19

Building cost index for residential buildings............. 6.2 6.1 59 5.8 4.6 2.7 35 33 3.2

HOUSING PrICESZ.....ooveeeree e sssseees 4.0 5.4 6.2 6.3 6.5 7.3 85 95 119

Foreign CPI and commodity prices, 12-mo. % changes

Consumer price index i USA .........cccoveenncrenenns 18 15 2.0 22 24 2.6 3.0 3.0
Consumer price index in euro area 21 21 2.3 2.3 23 21 24 24 21
Commodity prices, oil excluded.. . 13 78 134 11.3 123 130
PELrOl PriCES? ......oeoceececeeeee et 39 107 31 282 526 605 608 278 -28

1. Deviates from the CPI calculated by Statistics Iceland in that the latter includes own housing, education and health care. 2. Present value of price per m?
in the Greater Reykjavik Area. 12-month % changes between 3-month moving averages. 3. Harmonised index of consumer prices (HICP). 1996=100.
4. Crude oil (Brent). Sources: Statistics Iceland, The Land Registry of Iceland, Bloomberg, Ecowin.

Chart 1 . . Chart 2
Consumer price index 1999-2003 Consumer price index by origin 1999-2003
12-month % change

12-month % change

%
20
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Source: Statistics lceland. Source: Satistics Iceland.
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Table 3 Exchange rate of the Icelandic kréna

3-month
2002 2003 % ch. to
Monthly averages August  Sept.  Oct. Nov. Dec. Jan. Feb. March April  April
30
Effective exchange rate indices: 1
Official index (31/12°91 = 100).........ccrvevee. 1269 1294 1297 1291 1266 1239 121.7 1220 1205 15
Import-weighted index (31/12 94 = 100)*... 107.8 1100 1102 1096 1075 1052 1033 1035 1023 14
Export-weighted index (31/12 '94 = 100)*... 108.1 1103 1106 1101 1080 1057 1039 1041 1028 16
Central Bank quotations:?
U.S. dOlar ..o 86.1 87.5 87.7 86.1 83.5 79.5 7.7 78.0 77.1 24
BUFO oot 842 858 861 8.2 8.1 845 837 843 83.5 -0.5
JaPaNESE YON.....cvieicieireseeie st 0.724 0.725 0708 0.708 0.684 0.670 0.651 0658 0.642 2.8
Pound sterling......cccoeevereeiinneereceene 1322 1361 1366 1353 1325 1285 1251 1235 1212 6.0
Danish Krone ... 11.33 1155 1158 1160 1145 1137 1126 1136 1124 -0.6
Norwegian Krone...........cceeereveeenineneenninns 11.33 1166 11.72 1177 1165 1152 11.09 1076 10.66 4.8
Swedish Krona..........ccceeeneiinecneneeeneens 911 9.36 9.45 9.49 9.35 9.21 9.15 9.15 9.12 -1.6
% changes3 Between annual averages From beginning of year Previous 12 months
1999 2000 2001 2002 Apr’01 Apr’02 Apr’03 Apr’01 Apr’02 Apr.’03
Effective exchange rate indices:
Official index (31/12°91 = 100)........cccruvee. 0.2 -01  -16.7 3.0 -9.2 8.2 44 -19.0 15 9.6
Import-weighted index (31/12 '94 = 100) .... 0.2 02 -164 31 -9.1 8.2 44 -18.6 1.6 9.7
Export-weighted index (31/12 '94 = 100) .... 0.1 -02 -17.0 3.0 -9.2 8.2 44 -19.2 14 9.5
Central Bank quotations:?
U.S. dOlar ..o -1.8 -82 -193 6.9 -12.3 9.8 74 -21.7 2.8 25.1
Euro (Deutschemark before 1999).............. 2.6 -47  -165 5.2 -8.1 7.8 12 -20.1 12 1.2
JAPANESE YEN.....oviveiiccre e -146 -126 -9.1 10.2 -5.7 7.3 8.2 -9.7 6.8 16.4
Pound sterling.. 0.6 -1.7  -153 2.6 -8.8 9.2 8.4 -14.4 1.0 14.2
Danish krone........ 25 65 -17.0 12 -8.0 7.8 12  -200 0.8 11
Norwegian krone. 15 37 177 -5.2 -9.8 2.6 89 -20.7 -5.2 4.8
Swedish Krona........c.oeeeeereeeenenecnceens 2.1 2.0 -9.0 04 -5.3 7.7 0.6 -10.7 31 -0.4

1. Based on atrade-weighted (goods and services) basket of trading partners’ currencies. 2. Exchange rate of respective currency against the Icelandic kréna.
3. Positive sign indicates an appreciation of the Icelandic kréna.  Source: Central Bank of Iceland.

Chart 3

Effective exchange rate indices
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Chart 4
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Table 4

Interest rates

Annual averages?!

At end of month October 2002 - April 2003

All figures arein % 2000
Central Bank rates

Credit ingtitutions' current account............ 59
Required deposits? ............cocoeveereeevrenrennn. 8.7
Overnight loans (discount rates)................ 114
Repurchase agreements® ...........cccccoevunenee 10.4
Yields in the money market 4

REIBOR, O/N ....ocoiiiriiieineicieneeeees 11.0
REIBOR, 1-mONth .......ccovvreririririririniins 11.1
REIBOR, 3-MOnth .....c.cccoeovrveeriereerena 11.2
REIBOR, 6-month....... 11.3
Treasury bills, 3-month..........ccccocevevnnenne 111
Treasury bills, 12-month............ccceerncnne 113
Bank bills, 3-month > .........cc.ccoovrveerrennene. 115
Yields in the capital market ®

Treasury notes, UP t0 5 YIS....ccevccreeenicnnne 111
Treasury bonds, 5 YIS......cooeeeeneenenencens 6.0
Treasury bonds, 10 YIS......ccccceevrrnecenunnnn 53
Housing bonds, 25 YIS. ....cccvevvveereniereenns 59
Bank bonds” ........cccoceveeieeeniieiesissinens 6.6
Deposit money banks' lending rates8

Average rates on non-indexed securities... 16.7
Average rates on indexed securities........... 9.5
Rates acc. to Interest Rate Act 38/2001°

Penalty rates........cocooeeveeeeneccisscreees 219

2001

6.8
9.4
12.3
10.9

12.3
12.1
12.0
11.8
11.0
10.9
125

10.6
5.8
53
59
7.0

18.0
10.2

23.7

2002

55
7.1
10.7
8.4

9.3
9.0
8.9
8.8
7.9
7.9
9.2

8.1
54
52
57
6.9

15.4
10.1

21.3

Oct. Nov. Dec. Jan. Feb. March  April
54 46 43 3.8 33 33 28
6.7 59 5.6 51 4.6 4.6 41
9.2 8.7 8.2 8.2 7.7 7.7 7.7
6.8 6.3 58 58 53 53 53
7.2 6.3 5.9 6.2 55 4.8 5.0
6.9 6.2 6.2 6.3 55 52 51
6.6 6.2 6.2 6.3 55 54 53
6.6 6.2 6.1 6.3 5.6 55 55
6.6 6.1 5.8 5.8 53 5.0 45
6.6 6.2 5.9 6.3 53 51 5.0
7.0 6.4 6.2 6.2 5.6 55 57
7.1 6.9 6.9 7.0 7.3 6.9 7.0
4.8 48 45 44 44 44 4.0
5.0 50 4.9 47 4.8 4.8 4.6
53 53 52 50 50 50 4.9
6.4 6.5 6.2 6.2 6.0 5.8 55

13.6 13.0 125 125 12.0 12.0 12.0

10.0 9.7 9.6 9.4 9.2 9.2 9.2

205 205 205 17.5 175 175 17.5

1. Arithmetic averages of end-of-month figures. Central Bank rates are time-weighted averages. 2. On May 21 1998, previously indexed terms became non-
indexed. 3. Since March 1998 yields in auctions. Tap sales before that time. 4. REIBOR are yields on the interbank market in Icelandic kréna which began
in June 1998. For Treasury and bank hills, yieldsin trading on ICEX (lceland Stock Exchange). 5. Average yield on 75-105-day bank bills traded on ICEX.
6. All bond yields are in real terms. 7. The average yield of price-indexed zero-coupon bank notes with approximately 5 years' maturity, not callable.
8. From July 1, 2001, the Bank issues information on banks average interest rates only as statistical information. 9. Interest rates that have legal statusin
the month shown. From July 1, 2001, penalty rates are revised at 6-month intervals. Source: Central Bank of Iceland.
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Short-term interest rates 1996-2003
At end of month
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Chat 6 .
Long-term interest rates 1995-2003
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Table 5 Money and credit

Selected items from the balance sheets

of the Central Bank, deposit money In b.kr. % change over year  1-mo. change in b.kr. 12-mo. % change
banks and the banking system March2003 2000 2001 2002 Jan'03 Feb/03Mar/03 Mar 01 Mar. 02 Mar.'03
Central Bank
Net foreign exchange reserves.............. 259 . . . 25 17 0.8
Claims on Treasury and gov. inst., net .. -26.7 . . . -2.8 57 -8.8 . . .
Claims on deposit money banks............ 73.8 320 387 279 4.4 0.8 -0.5 404 1194 -183
Base MONEY......cccorvveeieeieeeeeeee s 37.1 -104  -142 172 4.4 7.3 -7.3 -21 535 -85
Notes and coinsin circulation............. 6.9 0.2 3.6 34 -0.6 0.0 -0.2 7.3 7.0 -19
Reserves of deposit money banks....... 30.2 -130 -192 223 51 7.3 =71 -4.8 689 -9.8
Deposit money bankst
Central Bank items........cccocveererieeeene -44.4 . . . 0.5 74 -8.2
Short-term position, Net...........ccccveeee. -70.5 . . . -4.7 0.4 0.0 . . .
Credit and listed securities?................... 959.9 248 225 25 46 178 270 247 164 51
Credit o 756.6 267 197 19 -81 108 1.2 245 129 4.8
Treasury and government institutions 20.6 134 9.3 37 -0.6 15 -1.5 28.6 16.8 -7.0
Non-bank financial ingtitutions......... - 106.8 -45.2 . - - - 519 -35.2 .
INAUSETIES ... 488.7 255 155 23 -86 104 6.9 26.5 9.1 37
HOUSENOIS.......coureerecieiccieiccieeeee 198.5 25.8 9.9 8.6 -29 0.3 59 154 134 47
Foreign sector. 48.9 . 1,569.1 13.2 4.0 -1.3 -0.1 . . 49.8
Listed securities 131.0 14.0 23.9 -4.1 24 7.3 58 229 9.5 10.0
Domestic credit and listed securities..... 898.9 238 172 1.0 -71 188 275 230 123 35
Domestic credit 707.8 262 134 12 -121 122 113 238 8.4 2.7
DEPOSIES ... 400.6 11.5 151 15.8 -5.9 34 144 12.7 15.2 13.0
BONGS.....covcveierereecec e 2275 60.2 18.9 24 13.8 11.6 -4.9 52.3 14.3 7.9
Foreign liabilities for on-lending........... 305.8 293 203 -0.6 -56 142 34 183 16.8 -0.6

Banking system®
Foreign assets. net ........ccoeueeeee
Credit and marketable securities..

-229.0 97.0 9.8 71 162 -7.8 -16.4 518 148 -2.0
941.4 254 212 2.0 -75 236 181 260 121 6.1

Money supply, M13................. . 82.6 44 23 254 -7.9 -14 3.0 0.2 49 127
M2 (M1 + demand savings deposits) ... 162.0 -35 110 101 -6.1 20 52 29 55 116
M3 (M2 + time savings deposits).......... 407.5 112 149 156 -6.6 35 143 126 150 128
M4 (M3 + securities iSSues) .................. 635.0 251 163 107 73 151 9.4 246 147 110

1. Since March 1998, al percentage changes have been calculated using figures including FBA. This applies to the following items: credit (and subcate-
gories of credit), listed securities, bonds, foreign liabilitiesand M4. 2. Treasury hills, equities and leasing contracts also included. 3. Sum of notes and coins
in circulation and DMBs' demand deposits.  Source: Central Bank of Iceland.

Chart 7 Chart 8
M3, DMB lending and base money 1994-2003 Deposit money bank lending by sector 1991-2003*
12-month % changes B.kr.
% % 800
40 ] 700 - M Treasury and government institutions _
35 + —M3 (left-hand axis) B Credit institutions ; )
30§ —DMB lending (left-hand axis) - 600 - mmIndustries Fom o
25 3 — Basemoney (right-hand axis) _ 500 - EHouseholds ~ _____
E e i e w0 WPoegneector
BF-———-——————

0
-30 |91 |92 |93 |94 |95 |96 |97 |98 |99 |00 | 01 | 02 |03
94 | 95 | 9% | 97 | 98 | 9 | 00 | 01 | 02 |03 . .

1. Listed securitiesincluded until Dec. 1995.

* Latest figures are preliminary. Source: Central Bank of Iceland. * Latest figuresare preliminary. Source: Central Bank of Iceland.
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Table 6 The credit system 1

% change over year 3-mo. % change

In b.kr.
Dec. 2002 1997
Assets
Loans and domestic securities............. 1,985.0 11.8
Banking system?2................. 844.7 16.5
Industrial credit funds=<. 72.4 25.0
Housing credit funds. . 390.5 75
Pension funds.........ccceveenveieiennnns 561.8 145
Insurance COMPanies............coeeeeevnee. 59.7 4.7
Leasing companies...........cccveveeneae 471 76.4
Mutual funds ........ccoeevereenneciens 125.6 68.0
Foreign credit ... 872.8 117
Public lending funds® ...................... 3383 16
Total of aDOVE.......cvereeriieririerirene 33130 125
Less inter-ingtitutional lending............ 1,327.9 13.6
Assets = liabilitieS oo 1,985.0 11.8
Liabilities
Domestic liabilities........ccccovreeerennnne 1,387.2 13.7
Notes and deposits..........coceveeererinenns 349.6 9.0
SECUNMTIS ... 175.0 15.6
Insurance indemnity fund.................. 49.0 4.8
Pension funds.........ccoeveenneciennnns 666.5 14.4
Capital of financia ingtitutions......... 183.3 9.5
Other, NEL ... -36.2 .
Foreign credit, Net..........cooovvveevereeenne. 597.8 6.9
Credit by sector:
Central government ..........cccceevreeerenne 158.6 45
Municipalities....... 90.8 6.6
Industries.... . 975.2 16.9
HouseholdS.........covreeeerierreceeinenes 760.4 10.1

1998

15.1
27.2
21.0
7.2
8.9
9.6
38.9
1235
19.3
-3.7
15.5
16.0

151

16.1
15.7
30.2
5.8
15.2
57

12.6

-0.9
19.3
20.8
14.6

1999 2000 2001 2002 June02 Sept’02 Dec’02
171 174 191 35 -1.3 21 0.7
237 444 132 85 -1.0 0.9 0.3
229 -393 332 -401 0.0 24 52
139 120 181 115 24 25 32
17.9 46 177 124 23 17 47
101 241 122 133 -8.3 6.1 11
237 290 133 -4.6 -1.6 17 -1.3
241 -140 223 392 149 108 51
236 400 305 -51 -1.6 0.5 -14

22 00 319 -3.2 -0.6 39 -6.8

182 185 219 3.2 0.1 19 0.4
199 203 263 2.7 22 15 -0.2
171 174 191 35 -13 21 0.7
21.0 72 135 8.3 -0.8 32 17
166 111 149 132 18 4.8 23
23.0 8.4 66 101 4.1 59 14

9.1 115 156 8.3 -0.5 -1.6 0.8

274 99 149 4.1 -2.0 -0.7 4.0

-19 143 260 181 -1.3 0.4 8.9
6.0 508 320 -6.2 -2.2 -0.3 -15
-95 -84 257 14 -9.7 8.8 2.9
131 159 241 19 -2.2 0.6 18
245 228 201 13 -2.3 2.2 -04
180 176 157 7.0 21 10 16

1. Included are the banking system, investment credit funds, pension funds, state lending funds, insurance companies, leasing companies, mutual funds and for-
eign sector. Figures are partly estimated. L atest figures are preliminary. 2. Beginning June 30, 2000, due to the FBA-islandsbanki merger, figures for FBA
investment bank count as banking system, but previously as industrial credit funds. 3. Due to revised methodology, figures for 1997 and later years are not

comparable to figures for previous years. Source: Central Bank of Iceland.

Chart9
Growth of credit system lending 1994-2002
12-month % change. Lending by sectors.

Industries

Local
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* Latest figures are preliminary. Source: Central Bank of lceland.

Chart 10

Credit system liabilities 1990-2002
At current prices

Other
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* Latest figures are preliminary. Source: Central Bank of Iceland.
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Table 7 Financial markets

Outstanding in b.kr. 1-month % change 12-month % change

At end of period 2001 2002 Mar.'03 Jan'03 Feb.’03 Mar.'03 Jan.’03 Feb.’03 Mar.’03
Money market L...........ccoovvvervrererinnnn. 22.2 29.4 452 20.9 -7.7 38.0 141 -117 271
Securities market ...........ccccceeceecenenns 645.8 709.7 742.2 2.7 14 04 9.4 11.8 12.3
thereof Treasury bonds...........cccoeuee.. 69.0 55.8 48.7 10 -142 0.9 -181  -298  -295
thereof housing bonds............cccvuuee.. 2253 259.2 270.0 12 12 18 13.8 14.2 153
Market capitalisation of listed equity... 428.0 529.3 542.6 0.2 20 0.3 16.6 154 130
Mutual funds units (open-end)............. 99.8 129.9 1439 5.4 34 16 34.1 39.3 43.1

1. Billsissued by Treasury, bank savings banks, and investment credit funds. 2. Government bonds, government notes, housing bonds, state housing fund
bonds and listed bond issues of banks, savings banks, investment credit funds, leasing companies, firms, municipalities and foreign parties. Open-end mutu-

al funds’ units not included.  Source: Central Bank of Iceland.

Table 8 Labour market
Changes in indices are in percent. Other changes Averages 1-month change 12-month change
indicate increase/decrease in jobs or permits 2001 2002 Mar.’03 Jan.’03 Feb.’03 Mar.’03 Mar.’01 Mar.’02 Mar.’03
Weage index (1990=100).......c..ccuererrermeerrereererrences 1820 1950 2048 36 0.2 0.1 9.2 8.7 5.7
Real wages (1990=100) 1.........cccceurerrrerrerrnrersennnns 12477 1275 1310 33 04 -0.9 51 0.0 34
Number of new work permits...........cocoevevevneene 4505 3,637 179 -47 -44 10 65 -20 -85
Job vacancies, total ..........coveerirircenneeee 536 221 296 1 36 126 239  -362 71
thereof Greater Reykjavik Area..........cccocvvuvenne 319 66 107 39 15 19 134 -287 35
Period averages 2000 2001 2002 Jan.’03 Feb.’03 Mar.’03 Mar.’01 Mar.’02 Mar.’03
Number of unemployment...........ccceovevrcinineens 1,865 2,009 3631 5208 5,758 5,645 2,013 3,692 5,645
Measured unemployment rate (% of labour force) 13 14 25 38 41 4.0 15 2.7 4.0
Seasonally adjusted unemployment rate.............. 31 32 33 12 22 33
Averages 3-month % change 12-month % change
Quarterly measurements 2001 2002 QI'03 Q302 Q402 QI'03 QI'0L Q102 Q103
Wage index (1990 = 200).c..curvussussmssnssnssnssnss 1819 1950 2044 04 07 40 89 95 56
Wag% |n the per?te (S5 0! (0] SR 169.4 1786 187.3 0.3 0.4 4.4 111 6.4 53
Wag% inthe pUbIlC sector and banks................ 202.1 2219 2328 0.7 1.1 35 57 141 6.2

1. Deflated by consumer prices.  Sources: Statistics |celand, Directorate of Labour, Central Bank of Iceland.

12-mo. % change
77777 (Ieft-hand axis) —) (\_______

Chart 11
Nominal and real wages 1993-2003
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Source: Central Bank of Iceland.

Chart 12
Unemployment and labour participation 1993-2003!
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1. Central Bank estimate for labour force participation in 2002-2003.
Sources: National Economic Institute, Ministry of Labour, Central Bank of Iceland.
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Table 9 National accounts — annual data

Preliminary® Forecast!

Billion kréna 1996 1997 1998 1999 2000 2001 2002 2003 2004
Gross domestic production (GDP), current prices ~ 485.2 5127 567.6 606.6 6582 7407 7744 809.0 856.3
Current account balance, current prices............. -8.7 -89 -395 426 -671 -290 18 -91  -191
GDP at 1990 fiXxed PriCeS.......covureerrerereeerrerenenns 3964 4049 4272 4440 4685 4822 4799 5038 520.2
GNP at 1990 fiXxed PriCeS.......covvverrrreererrerennnns 3835 3947 4253 4414 4570 4693 4759 4983 5129
\olume changes between years, percent
Private consumption..........ccoeeeeevreineneccnenennns 54 50 10.2 7.3 4.0 -3.0 -1Ya 1 3
Public consuMPLion.........cccoeveeenneiiinccees 12 25 34 4.5 3.8 29 3 2 25
Gross fixed capital formation...........ccccceeeennnee 25.6 10.0 33.0 -3.7 14.7 -69  -12% 11%% 10%

INAUSEIES ... 46.1 17.8 39.0 -5.8 149 -143 -19% 14, 19%

HOUSING ... 71 -9.3 -11 0.3 10.5 17.8 5Y4 3 3%

Public works and buildings..........c.cccceeneenne. -3.7 6.6 229 0.9 18.1 -15 -8%4 14 -7
National expenditure.............cooeveveeerenieeneniecnenenns 7.1 55 135 4.0 6.7 -3.6 -2% 3% 4
Exports of goods and Services...........coceueeenne 9.8 55 2.0 4.0 5.0 7.9 3 1Y 3

EXPOrts Of gOOAS ......occvvvveeririeiririerreseseeeae 9.1 19 -2.6 7.1 -1.3 7.2 6 1 4

EXPOrts Of SErVICES......ccovvvvereieiriricieirreeieins 12.0 16.0 13.2 -25 19.3 9.1 2% 2 3Ya
Imports of goods and Services..........ccoveeeenennes 16.5 7.7 235 4.2 8.0 -9.0 -2% 4 7

IMPOrtS Of GOOAS .....cveveeirerereriee s 16.6 5.8 24.3 32 28 -10.0 -3Y4 3Va 72

IMPOrtS Of SEIVICES...c.vvveeeeveeeereee s 16.9 15.8 21.2 6.9 215 -6.9 -1 5% 5%
Gross domestic production (GDP) ...........c........ 52 47 55 39 55 29 B2 2Y2 3Va
Gross national product (GNP)........cccccceeeereienne. 4.6 29 7.7 38 4.6 2.3 1 2% 3
Gross national income (GNI)........... 4.6 5.6 7.7 3.8 34 2.4 2 2 3Ya
Terms of trade (goods and Services) .................. -31 21 5.6 -0.8 -2.7 0.3 Ya 23 Ya
Percent of GDP
Private consumMption ..o 57.4 57.2 57.4 59.1 59.2 55.1 54Y4 53%2 52%
Gross fixed capital formation...........coocevrennes 20.2 20.2 245 223 238 22.0 19 21 22
Current account balanCe.........covvererenienenennnns -1.8 -1.7 -7.0 -7.0  -102 -39 Ya -1 -2Y4
Gross nNational SAVING ........cceereeereeererieererieeens 18.4 18.4 17.7 15.2 13.9 17.8 18% 194 194
1. Central Bank of Iceland preliminary figures and forecast for 2002-2004.
Sources: Statistics |Iceland, Central Bank of Iceland.

Chart 13 Chart 14
Growth of GDP, private consumption and Private consumption, public consumption and gross
gross fixed capital formation 1980-2004 fixed capital formation as % of GDP 1980-2004
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Preliminary and forecast 2002-2004. Sources; StatisticsIceland, Central Bank of Iceland.
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Preliminary and forecast 2002-2004. Sources Statistics Iceland, Central Bank of Iceland.
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Table 9 (continued) National accounts — quarterly data

Private Public  Gross fixed Changes National
Billion krona consumption consumption cap. format. in stocks expenditure Exports Imports GDP
1999: Q4 ..o 96,852 37,833 31,389 -8 166,066 53,214 -61,365 157,915
2000: QL...ccovvrierrnnes 88,430 36,698 35,168 -332 159,964 49,849 -57,672 152,141
2000: Q2...ccvvvverirrennn 97,451 38,736 42,806 291 179,284 56,021 -71,618 163,687
2000: Q3...cceenrienennns 98,315 40,284 39,740 -469 177,870 66,790 -73,971 170,689
2000: Q4 ..o 105,377 41,023 38,729 3,004 188,134 58,972 -75,376 171,730
2001: Q..o 95,228 40,828 45,448 -2,739 178,765 64,764 -74,773 168,756
2001: Q2 ..o 102,181 43,575 37,085 53 182,894 71,819 -74,897 179,816
2001: Q3 ..o 102,771 43,998 42,310 622 189,700 84,318 -84,131 189,887
2001: Q4 ..o 108,233 46,647 38,182 -20 193,042 82,731 -73,478 202,295
2002: Q..o 100,194 46,895 41,037 -339 187,786 76,524 -71,466 192,844
210025 105,119 48,331 36,539 -896 189,094 78,650 -75,482 192,262
2002: Q3...cciiieinens 104,809 48,377 34,071 825 188,082 80,083 -75,402 192,763
2002: Q4 ...ovvvirrrnrnnn 109,351 51,133 34,885 229 195,598 72,063 -71,111 196,550
\olume change from same
quarter in prev. year (%)
1999: Q4... 45 6.9 -54 0.0 29 6.1 5.6 29
2000: Q1 25 2.0 20.0 -04 5.6 -0.3 9.1 2.2
21010090 2 4.8 31 7.9 -0.1 5.2 3.2 6.3 39
2000: Q3...coceenencierennes 31 8.3 14.9 -0.1 6.5 14.9 8.2 9.0
5.2 18 18.2 24 9.4 13 8.8 6.8
2.6 6.6 18.2 -1.7 5.4 154 115 6.3
-32 4.8 -21.9 -0.3 -6.7 29 -16.4 14
-4.1 -1.7 -6.2 0.8 -34 14 -8.1 0.7
-6.6 23 -11.8 -2.3 -8.0 13.9 -19.8 4.3
-6.0 21 -17.8 17 -6.0 3.0 -13.8 0.7
-0.3 2.0 -5.2 -0.7 -1.6 10.7 2.6 13
0.2 3.7 -18.8 0.3 -3.1 12 -3.2 -1.3
13 4.7 -85 0.2 0.2 -2.6 6.8 -3.0
Source: Statistics |celand.
Chart 15 Chart 16

Quarterly economic growth 1998-2002

VVolume change in GDP over four quarters (%)

Preliminary 2001-2002. Source: Statistics Iceland.

Components of economic growth 1998-2002
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Preliminary 2001-2002. Source: Statistics Iceland.
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Table 10 Current account balance (continued on next page)?!

Billion kréna % change from previous year?
Trade in goods and services 1999 2000 2001 2002 Jan.-Mar.' 03 3-mo. 6-mo. 12-mo.
Trade balance .........oceveveveecnenccecinene. -22.9 -38.0 -6.7 12.2 6.6 . . .
Merchandise exports fob...........c.ccoe.... 144.9 149.3 196.4 203.4 494 31 -1.8 59
Excluding ships and aircraft .............. 138.5 146.1 193.1 201.1 48.8 25 -1.9 5.8
Marine products...........ccceuveereereennee. 97.7 94.5 121.8 127.7 29.6 0.2 -25 5.7
Aluminium and ferro-silicon.............. 25.7 316 444 435 11.7 10.2 5.7 6.5
Other industrial products.................... 114 151 19.0 236 42 -25.4 -18.9 6.5
Merchandise imports fob. ...........cc...... 167.8 187.3 203.1 191.2 42.8 -04 25 18
Excluding ships and aircraft .............. 159.7 1775 190.1 180.0 40.9 115 7.8 50
Consumption goods.........cceeeueerenuene 58.3 59.3 60.8 59.5 145 . 7.1 6.8
Investment goods............coereeerereeenee 415 44.3 444 38.6 8.9 11.9 6.6 0.8
Billion kréna % change from previous year?
Services and income balance 1999 2000 2001 2002 2002:Q4 3-mo. 6-mo. 12-mo.
Services balance..........ccovveevenecnennes -6.9 -95 23 11 -1.0 . . .
SErVICES EXPOIS ... 67.2 824 107.0 103.9 235 7.8 0.7 -01
Transportation .........ccoeeeeeveeeerenenienens 30.8 40.8 50.9 51.8 11.6 213 75 4.8
Travel ..o 16.1 18.0 229 22.8 4.6 18.9 71 2.7
Other reCEiptS......vvvvvveceeerereeeirereenns 20.3 23.6 333 29.2 7.3 -12.9 -13.9 -9.7
Services impOrtS.......oeereeeerereeeeenennns -74.2 -919 -1048 -102.8 -24.6 153 4.8 11
Transportation .........cvveveveererennenens -25.6 -32.7 -37.1 -39.6 -94 445 16.5 9.8
Travel -31.5 -37.1 -36.4 -33.3 -84 11.7 33 -5.9
Other expenditure. -17.1 -22.1 -31.3 -30.0 -6.7 -7.2 -7.0 -1.3
Balance on income -12.6 -19.4 -24.4 -13.2 -1.0 . . .
RECEIPES ..o 9.3 11.6 17.2 19.9 6.8 18.9 33.2 18.9
Compensation of employess............ 4.9 55 5.8 54 15 55 -0.7 -35
Interest payments..........cccvvevererienns 23 35 34 39 1.0 30.7 36.8 18.0
Dividends and reinvested earnings ... 21 2.6 8.1 10.6 4.2 219 54.0 35.2
EXPenditures.........coccveveceeeneneereenenns -21.9 -31.0 -41.6 -33.1 -1.7 5.1 -5.7 -18.2
Compensation of employees -0.3 -0.8 -0.5 -0.7 -0.1 -31.4 -13.0 35.7
Interest payments..........cccveeeeererienns -20.8 -28.5 -41.1 -30.5 -6.8 -9.7 -175 -23.4
Dividends and reinvested earnings ... -0.8 -1.6 0.0 -1.8 -0.8 -302.6 -4255 6.524.8
Current transfer, nNet...........ccccccreecrnnee -0.7 -0.8 -1.0 11 -0.6 439 -336.8 -216.1
Current account balance...........cc.c..... -42.6 -67.1 -29.0 18 -0.6
Chart 17 Chart 18
Merchandise trade 1993-2003 Exports and imports of services 1992-2002
12-month % changes of 3-month moving averages % change from same quarter in previous year a fixed
o at fixed exchange rates " exchange rates
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Latest dataarepreliminary. Sources: Statistics Iceland, Central Bank of Iceland.
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Latest dataare preliminary. Source: Central Bank of Iceland.
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Table 10 (continued) Current account balance!

Billion kréna Change from prev. year (in b.kr.)?

1999 2000 2001 2002 Jan.-Mar.’03 3-mo. 6-mo. 12-mo.

Capital and financial account............ 57.1 719 320 17 2.9 . . .
Capital transfer, Net........ccccovvverernenes -0.1 -0.2 0.4 -0.1 -0.1 -0.1 -0.2 -0.5
Financial account®..........ccovevemeenrrennes 57.2 721 31.6 1.9 3.0 -04  -363  -289
Financial account excl. reserves...... 62.5 66.4 26.8 75 -8.0 -10.3 -33.9 -185
Direct investment, net............c...... -4.1 -175 -17.9 -12.1 -6.3 -3.9 -5.3 53
ADroad .....c.ovvveeiereeseee -89 -31.0 -34.4 -23.8 -16.3 -14 1.0 9.7
InTceland ......ococeevnececninccininnns 4.8 134 16.6 11.7 10.0 -24 -6.3 -4.4
Portfolio investment, net................ 425 394 60.8 20.5 -9.9 -49.5 -48.6 -38.6
ASSELS.....oii -32.4 -50.4 -5.6 -28.2 -10.0 -9.4 -20.4 -22.7
EQUItIES ..o -26.8 -49.9 -5.8 -23.8 -84 -10.5 -18.8 -18.1
Debt SECUNties..........coevreeerrenenee -5.6 -04 0.2 -4.5 -15 11 -1.6 -4.6
Liabilities. ... 74.9 89.8 66.5 48.7 0.1 -40.2 -28.3 -15.9
Equities 4.0 -34 43 15 35 20 13 -2.6
Debt securities.........coovrvereene. 70.8 93.1 62.2 47.2 -34 -42.1 -29.6 -13.3
Other investment, net* .........cccccovevenee. 24.0 44.6 -16.1 -0.9 82 431 20.0 14.7
ASSELS....co s -12.7 -7.1 -34.7 -37.2 -85 0.0 -7.7 -35

[ o 1 1= 36.6 51.7 185 36.2 16.7 431 27.8 18.2
Reserve assets . . -5.3 5.8 4.8 -5.7 11.0 9.9 -24 -10.3

Net errors and OmMissions .............c..... -145 48 -3.0 35 24
Memorandum:

Long-term borrowing, net.................. 84.0 143.0 51.1 36.1 14.3 12.0 -13.6 -135
ASSELS ... -194 -0.5 -29.7 -47.3 1.0 111 -11.7 -185
Monetary authorities..............c...... -1.1 7.0 4.8 -5.7 11.0 9.9 -24 -10.3
Genera government...........cocceuee. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Deposit banks.........ccccvvicrrnene. -9.3 4.1 -18.5 -36.2 -8.3 -38 -14.8 -18.2
Other sectors........cccoceciciccicicicnnne -89 -35 -16.0 -54 -1.8 49 54 10.1
Lighilities ..o 103.4 1435 80.7 83.4 133 1.0 -1.8 5.0
Monetary authorities...........ccooene -4.3 9.4 -5.8 4.8 -1.0 10.7 14.6 10.5
General government............ccceueee. 5.6 16.2 42.2 16.3 -10.9 -34.9 -23.8 -24.6
Deposit money banks..................... 56.0 739 12.9 55.4 26.4 275 254 429
Other SeCtors......covevevverecrereierene 46.0 44.0 315 6.9 -1.3 -2.3 -18.1 -23.7

1. Latest figures are preliminary. 2. At current exchange rates, based on the period indicated. 3. Dividend payments and reinvestment of earnings on direct
investment. 4. Positive value representsinflow of capital due to foreign borrowing or decrease in assets. Negative value accounts for outflow of capital, debt
repayments or increase in assets.  Source: Central Bank of Iceland.

Chart 19 Chart 20
Quarterly current account balance 1995-2002 Selected financial account items 1995-2002
At current exchange rates

Bk Quarterly, at current exchange rates
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Latest dataare preliminary. Source: Central Bank of Iceland. Latest dataare preliminary. Source: Central Bank of Iceland.
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Table 11 International investment position

Position at end of period, billion kr
1998 1999 2000 2001 2002 Mar’02 June02 Sept’02 Dec’02

International investment position........... -289.2 -305.6 -4478 -5943 -5444 5753 -569.1 -5715 -5444
TOtal @SSELS.....veevrrieriereeriiieereseeeis 1524 2441 3158 4177 4266  409.2 396.8 4046 4266
Direct investment abroad .................. 237 330 56.2 95.4 114.7 97.7 92.8 92.8 114.7
Equity capital .......ccccoeeiienriine 9.8 16.6 41.0 7.7 95.3 78.0 67.4 67.4 95.3
Other capital .........coevieerinieeriniiirenens 139 16.4 15.2 17.7 194 19.7 254 254 19.4
POrtfolio @SSetS ......cvvvvvrcereececinicnias 724 138.9 186.3 202.6 169.8 198.9 167.9 158.6 169.8
Equity capital ........ccoooveeiienriiine 575 124.3 179.7 188.0 151.3 184.8 153.6 141.5 151.3
Debt seCurities.......ccovecienreicnenne 14.9 14.6 6.6 14.6 185 141 14.3 171 185
Other investment assets...........coceee. 26.6 36.6 39.1 83.1 105.0 76.7 100.7 103.4 105.0
Reserves.........coeeun. . 29.6 35.8 34.2 36.6 37.2 36.0 35.4 49.8 37.2

Total liabilities......ccceevevruennne . 441.6 549.7 763.6 1.012.0 971.0 984.5 965.9 976.1 971.0
Direct investment in Iceland . 323 349 415 71.6 73.8 67.2 64.4 64.4 73.8
Equity capital ........ccoevvirriirirne 24.0 253 331 63.6 67.0 62.0 58.5 58.5 67.0
Other capital .....cccoveveeierreerireene 83 9.6 85 8.0 6.9 52 5.9 59 6.9
Portfolio liabilities..........cocoevririnennne 157.6 2274 346.7 468.0 464.9 451.4 464.0 477.0 464.9
Equity capital ........cccoeeurriiiiiinn 1.0 4.8 12 5.6 7.9 3.8 4.0 4.3 7.9
Debt SeCurities.......covveerericieienns 156.6 222.6 3455 462.4 457.0 447.6 460.0 472.7 457.0
Other investment liabilities............... 251.7 287.4 375.3 472.4 432.3 465.9 437.6 434.7 432.3
Long-term debt........cccoevveierrrirnnnnn 198.6 2324 288.1 377.0 294.6 352.7 312.7 297.1 294.6
Short-term debt........cccoeevereeverienenee. 531 55.0 87.2 95.4 137.7 113.2 124.9 137.6 137.7
Memorandum:
Equity capital, Net........cccccoevevrerereiennen. 48.0 117.6 193.1 206.2 184.2 2115 178.0 165.7 184.2
Net external debt position...................... -337.2  -4232 -6409 -8005 -7286 -786.8 -747.1 -737.2 -728.6
Monetary authorities...........ccccvvenenne 26.0 322 18.6 21.7 20.8 16.2 20.1 31.6 20.8
General government .........ccoeeeeeeerennns -1353  -1382 -1674 -2396 -2254 -2320 -2269 -2439 -2254
Deposit banks ........cccevevvieiriniine -941  -1452 -3295 -3774 -363.3 -3850 -363.7 -3539 -363.3
Other SECtOrS......cceveveeereeiereeeeeeeenas -131.3 -171.8 -1626 -2053 -160.6 -186.0 -176.7 -171.0 -160.6

Percent of gross domestic product?
International investment position
Net external debt?.....................

-49.8 -49.5 -63.1 -76.0 -75.0 -69.9 -74.9 -75.3 -75.0
58.0 68.5 90.4 102.4 100.4 95.6 98.3 97.2 100.4
External debt position?.. 69.4 82.4 101.6 119.6 122.6 111.0 118.1 119.6 122.6
Long-term debt......... . 57.9 66.0 82.9 96.3 92.6 87.7 93.7 921 92.6
Short-term debt..........coovevrcicrinne. 115 16.4 18.7 233 30.0 233 24.4 275 30.0

1. Foreign debt at year-end at annual average exchange rates (based on SDR). Quarterly ratios as percent of estimated annual GDP. 2. Direct investment
capital and portfolio equities excluded. Source: Central Bank of Iceland.

Chart 21 Chart 22

Reserve assets and Central Bank net
foreign position 1995-2003

Quiarterly, at current exchange rates
B.kr.

5o - M Grossreserves == Net foreign position

I
1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 P0O3
Latest dataare preliminary. Source: Central Bank of Iceland.
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International investment position 1980-2002

% of GDP At end of year and |atest quarter

100+ BIP e
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1IPis shown here with positive sign but is actually negative (seetable 11) .
Source: Central Bank of Iceland.
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Table 12 A summary of treasury finances?!

Accruals basis Jan.-Dec. o4 ch. from Dec.-March o4 ch. from

In b.kr. 1999 2000 2001 2001 2002 prev.year '01-'02 '02-'03 prev. year

REVENUES ...t 222.6 224.7 2374 2209 2338 5.8 79.9 95.6 19.7

EXpenditures..........ccoeevereerernenienns 199.0 229.0 228.7 2213  246.8 115 76.9 87.4 137

Financial balance.........ccccoeveviieecnnne 23.6 -4.3 8.6 -05  -130 3.0 8.2

Miscell. short-term accounts............. -13.8 6.0 -6.5 -1.2 17 0.2 -0.4

Net 1ending ........cccvereeeuenne -25 33 -12.6 -12.8 10.6 29 55

Equity transactions 6.3 -3.2 -11.3 -11.2 -34 -9.0 -1.0

Balance before financing................... 13.6 1.9 -21.8 -25.7 -4.1 -2.9 12.3

Net DOrrOWING ....vcevveeeerieeesieeenes 5.5 76 -16.1 -12.5 9.0 2.9 2.6
Short-term domestic. -16.6 -8.2 39.0 39.0 10.6 1.0 -36
Long-term domestic. -54 -39 6.0 6.0 0.0 0.0 3.0
From abroad.......... . -13.9 -125 -0.8 -0.9 0.1 1.0 0.6
Other liahilities.......ccovrveerrerenne 2.7 82 339 339 105 0.0 -7.2

Cash balance.........ooceuvneeienenicinene 25 13 12 0.8 -25 -4.8 6.0

Revenues and expenditures

Total revenues.........ccoovveeerereecrennenns 222.6 224.7 2374 2209 2338 5.8 79.9 95.6 19.7
Personal income taxes, gross.......... 38.0 44.1 52.5 495 52.6 6.4 19.1 19.5 2.6
Other income and property taxes 235 25.3 27.0 255 255 0.0 12.0 12.0 -0.2
Value-added taX ........cccoveveereerecennne 70.0 719 72.1 69.9 73.6 53 221 25.0 12.8
Taxes on commodities & imports... 185 18.1 15.9 16.3 15.6 -4.6 4.6 52 131
Payroll taXesS ........cceveneeceeererierinnnes 17.8 19.7 21.9 21.1 22.6 7.0 74 7.7 4.1
Other taXeS.......oveeeerereeeerirereeereerens 20.0 215 22.3 21.0 221 57 7.6 8.4 10.9
Interest, dividends and rent ............ 12.0 13.2 16.6 10.3 11.3 9.9 38 45 19.0
Profits from asset sales....... 16.1 38 11 16 4.4 177.9 11 11.0 909.1
Other revenues..... 6.8 7.1 7.9 57 6.0 50 23 24 4.3

Total expenditures..........cccovveeererenee. 199.0 229.0 228.7 2213  246.8 115 76.9 87.4 137
Expenditure on goods and services 84.1 102.0 91.7 94.0 106.7 135 353 40.0 13.3
Current transfers........ccoevvecrrerenne. 77.9 91.6 96.1 915 1017 111 318 355 1.7
INterest Payments.........c.coceeeerereenens 153 15.2 17.9 16.8 17.8 5.8 45 6.5 422
Maintenance............. 5.0 53 5.7 47 49 48 12 11 -9.5
Capital expenditures 16.7 149 17.3 144 15.8 9.7 4.0 4.4 7.7

1. First three columns on accruals basis as in the Treasury accounts but latest figures on cash basis.

Source: State Accounting Office.

Chart 23

Treasury borrowing 1991-2003

% of GDP
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— — = Net borrowing requirement
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Projectionsfor 2002-2003. Sources Treasury accounts and draft budget.

Chart 24
Monthly Treasury balance 2001-2003
Bk Cumulative from beginning of year
15 ; LK.
10
54— ~2003- - -o— -
i ~

-10
-15 4

220 1

Source: State Accounting Office.

118

MONETARY BULLETIN 2003/2




Table 13 Public sector finances?

Estimate

Inb.kr. 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
General government
REVENUES ... 1545 1636 1791 1948 2208 2528 2728 2950 310 331
EXpenditures .........cccoeeeeenecceennn. 1751 1770 1868 1949 2180 2381 256.6 2925 315 335
Financial balance........ccccocoeeiiiennnn. -206  -134 -7.7 -0.1 238 14.7 16.3 26 -9 -4
NEt dEDE ... 1655 1793 1915 1965 1807 1470 1587 2028 193 192
Gross debt........covvvveveieviiiiiece 2451 2676 2744 2794 2805 2720 2783 3511 335 325
Central government
REVENUES ... 1251 1313 1446 1513 1705 1970 2096 2231 230 245
EXpenditures ... 1385 1428 1519 1485 1643 1815 1933 217.1 233 248
Financial balance..........cccocoeiiinnne. -134  -116 -7.3 2.7 6.2 155 16.3 6.0 -3 -3
NEt deDL .oovviieieeeccecee e 1449 1554 1682 1723 1513 1188 1278 1688 156 154
Gross debt........ccceveeieirieieieiceieeae 2139 2326 2392 2416 2378 2260 2285 2983 279 268
Local government
Revenues..... 31.9 34.9 40.0 48.2 54.4 61.0 68.5 78.8 85 92
Expenditures 38.8 36.4 40.5 51.2 58.6 63.8 70.8 84.3 89 95
Financial balance.........c.cccovrreenne. -6.8 -14 -0.4 -3.0 -4.3 -2.7 -2.3 -55 -4 -3

222 25.1 24.2 25.0 30.1 28.6 317 344 37 38

31.8 35.6 35.7 384 433 46.8 49.8 54.0 59 65

35.2 36.2 36.9 38.0 38.9 417 41.4 39.6 40.0 40.9
39.9 39.1 385 38.0 384 39.3 39.0 39.3 40.7 41.4
-4.7 -3.0 -1.6 0.0 0.5 24 25 0.3 -0.7 -0.5
374 39.3 39.0 379 31.6 236 236 26.2 24.7 236
55.4 58.7 56.0 53.9 49.1 43.7 415 45.4 42.9 40.0

1. The public sector includes the central and local governments and the social security system. Revenues and expenditures are here itemised according to
the UN system of national accounts and deviate from the Treasury accounts on accruals basis or (within the year) on cash basis shown in Table 12. The main
differences are that by SNA standardsi) in each year only pension liahility increases due to activities during that year are shown; ii) instead of showing depre-
ciation of tax claims as expenditures, a precautionary deduction is made on the revenue side; iii) profits from the sale of government assets are not shown
as revenues. Instead, they are shown as a part of lending and borrowing transactions. Sources: Ministry of Finance, Statistics Iceland, Central Bank of
Iceland.

Chart 25 Chart 26
General government balance and debt 1991-2003 General government revenues and expenditures
Percent of GDP 1991-2003
g0 2 M Gross debt (left-hand axis) % 4 43 00 GDP
Net debt (left-hand axis)

1" e Financia balance (right-hand axis) / N\ [2 A
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40+ = - - — = Expenditures - _ _ _ -
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* Preliminary/forecast. Sources Ministry of Finance, Statistics Iceland. * Preliminary/forecast. Sources: Ministry of Finance, Statistics losland.
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Table 14 Turnover !

January-December % ch. on prev. year. Jan.-December?
M.kr. 2000 2001 2002 2000 2001 2002
INAUSEIIES, tOtA ....vveeiec e 261,992 310,655 323,002 0.4 115 -1.1
Industries, excluding fish processing .............. 174,115 197,898 204,140 4.3 6.8 -1.9
Industries, excl. fish proc. and power-intensive 142,597 156,497 159,293 2.0 32 -32
Retall trade ........covveevieerieenece s 164,243 174,425 181,307 1.0 0.1 -1.5
Wholesale trade..........ccoviernieicninicnneceenes 266,809 281,545 280,353 5.9 -1.0 5.2
Wholesale trade, excluding fuels .................... 228,045 239,170 239,496 37 -1.2 -5.1
CONSLIUCLION ..o 77,721 86,237 74,423 8.0 4.3 -17.9
TOEl .. 1,127,760 1,262,954 1,293,327 31 53 -2.6
Total, excluding fUElS........ccovevrrierreccnes 1,068,751 1,205,625 1,252,470 29 6.3 -15

1. Based on VAT reports. Figures are not comparable with the period before 1998 due to new methodology. 2. Based on price-adjusted turnover, deflated by
the consumer price index. Sources: Statistics Iceland, Central Bank of Iceland.

Table 15 Real effective exchange rate of the Icelandic krona

Annual averages! Q1 % change on prev. year*

Real effective exchange rate (1980=100) 1999 2000 2001 2002 2003 2003 Q3’02 Q4°'02 Q103
based on relative consumer prices (CPI) ......... 93.6 96.2 83.6 88.3 96.5 96.2 95 -127 141
based on relative unit labour costs (ULC)........ 89.7 90.7 78.8 83.1 91.8 90.5 123 188 117
Prelim. Forecast
% change on previous year 1995 1996 1997 1998 1999 2000 2001 2002 2003
Nominal effective exchangerate..........c.cccceueee. 0.8 0.0 12 15 0.0 02 -166 25 8.8
Foreign consumer prices.........coceeeveuceeveecienenns 24 2.0 21 1.6 16 23 23 18 18
Domestic CONSUMEr PriCES .....covvveueeririeeririeenns 17 2.3 18 17 34 51 6.6 4.8 2.2
Real exchange rate based on relative CPI 0.1 0.3 0.9 16 1.8 28 -132 57 9.2
Foreign productivity ........c.coceeereceenereceeenenenns 14 15 15 1.2 12 17 1.0 1.0 14
Domestic productivity .........cccveeeerercienerincnennns -1.0 21 20 2.8 13 32 15 0.5 16
FOreign WagES ........covviueeeiiecineniceeinesesceenneeens 31 35 32 3.0 33 33 33 29 33
DOMESLIC WAJES......covereirinrecieeniscierneneecie e 4.3 5.2 5.8 71 55 57 8.0 5.8 5.0
Real exchange rate based on relative ULC........ 44 11 33 41 18 11 -131 55 10.5

1. Latest values are preliminary. Source: Central Bank of Iceland.

Chart 27 Chart 28

Turnover volume 1999-2002 Quarterly real effective exchange rate of the

9% change from same period in previous year Icelandic krona 1980-2003

1980=100
5
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Sources: Statistics Iceland, Central Bank of Iceland. Latest values are preliminary. Source: Central Bank of |celand.

120 MONETARY BULLETIN 2003/2



Table 16 Real estate market and asset prices

March 1-mo. % change 12-mo. % change

Real estate market 2000 2001 2002 2003 Feb.’03 Mar’03 Mar.’01 Mar.’02 Mar.’03
Residential housing price index?...................... 1474 1579 1635 . 17 . 10.3 23
Apartment housing price index2............c..cco....... 146.1 156.0 161.1 174.9 14 11 8.6 20 107
New housing loans at market prices (b.kr.)3........ 25.8 28.6 322 31 -2.9 105 -20.2 90 337
Number of Housing Fin. Fund loan applications 2,313 2846 2,535 220.3 0.3 7.7 22 145 29
Fish quota prices (period averages. kr./kil0)
Price of long-term cod quota (kr./kilO) .............. 860 709 930 1.250 0.0 4.2 -16.5 99 603
Price of short-term cod quota (kr./kil0).............. 110 117 156 150 0.0 -3.2 -16.5 71.9 -9.1
Equity market At end of year May 9, % change to May 9, 2003
Equity prices, Dec. 31, 1997 = 1,000 1999 2000 2001 2002 2003 1-mo. 3-mo. 6-mo. 12-mo.
TCEX-15 e 16184 1,3059 1,159.0 1,352.0 14218 0.1 4.9 84 10.2
ICEX-MAIN (The Main List index)................ 15119 1,303.3 1,180.8 1,436.2 1,4829 -0.1 3.6 7.7 11.8
ICEX industry indices Dec. 31. 1997 = 100
FISNENES ... 107.7 745 86.7 1073 100.2 -21 -3.7 -1.1 0.3
Finance and iNSUranCe...........oceeeeereeneninenens 1898 1634 1579 1643 1779 -1.2 53 9.0 50
TranSpPOrtation ........cceereeeeereniceereee s 2106 1176 80.5 1188 1148 -34 -1.6 13.0 48.4
Industries and production ...........c.c.ccceveveeenns 1498 1563 1203 1428 1424 -0.8 20 7.7 139

1. Monthly figures are 3-month moving averages. 2. Greater Reykjavik Area. January 1996=100. 3. Percentage changes are price-adjusted using the price
index for residential housing in the Greater Reykjavik Area. 4. Housing Financing Fund applications for new and renovated housing. Sources: The Land
Registry of Iceland, Federation of Icelandic Fishing Vessel Owners, Housing Financing Fund, The Icelandic Quota Exchange, Iceland Stock Exchange

(ICEX), Central Bank of Iceland.

Table 17 Households and firms: assets and debt

Estimate % change
B.kr. unless otherwise stated 1995 1996 1997 1998 1999 2000 2001 2002  2001-2002
Household assets in resident. housing and carst 623.1 6623 6973 7294 7641 8081 8834 9213 43
Assets in pension funds...........ccvverrenncnenene 2581 3020 3456 3982 5073 557.3 6401 6414 0.2
Household debt with the credit system.............. 3179 350.7 3862 4426 5106 6138 7104 760.4 7.0
Household debt as % of disposable income....... 129.4 1334 1347 1387 1458 1585 1711 1759
Firms' debt with the credit system.................... 327.3 359.2 4207 5094 6688 8044 9623 9752 13
Debt of firmsin fisheries sector...........ccoeeene. 936 1161 1235 139.7 1603 1652 1955 188.0 -3.8
1. National Economic Institute national wealth estimates. Sources: National Economic Institute and Central Bank of Iceland.

Chart 29 Chart 30
Equity prices 2000-2003

Household debt as percentage of disposable income
1980-2002

* Preliminary. Sources: Nationa Economic Institute, Central Bank of Iceland.

Daily equity prices

31/12 1997=100

Source:

Iceland Stock Exchange (ICEX).
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Table 18 Icelandic firms' financial accounts

Annual results, paired comparison

Accounts of publicly listed firms?® __Jan-Dec.  Change % of turnover
2001 2002 '01-'02 2002

Profit before financial exp. & depreciation..... 43.0 46.4 3.4 10.2

Fisheries....‘ ..................................................... 14.6 133 1.3 233

Transportation. : 29 85 5.6 134

IT INAUSLTY ..o . 6.6 78 12 182

Manufacture and production industries......... 77 10.3 26 13.3
Profit after taXeS ......coveeercererecerseceene 32 39.2 36.0 8.6

FiSheries...cviveeieeere s 22 10.7 8.5 18.6

TranspOrtation.........coeeeeevrecereseeeeseeeesenas -4.4 7.1 115 11.2

[T INAUSLTY . -13 0.8 21 21

Manufacture and production industries......... 31 6.0 29 7.8
EQUILY Fatio....cceeeieeciecsereee 30.6 36.7
RELUN ON €QUILY ...vvveeeeeeeee e 24 20.9
Sample size at end of period........cccoeeeeirirnnne 44 44 44 44
Accounts of commercial banks and savings banks? % change
All amounts are in b.kr. 1997 1998 1999 2000 2001 2002 '00-'01 '01-'02
Net interest iNCOME........coovveereeieeereeirenienens 133 14.4 18.0 211 204 296 39.1 0.7
Other operating iNCOMe.............ouuwwmmmmsmssssssenen 85 99 134 134 10.3 27.9 -23.5 1716
Net Operating income ............cooooovvisiisiisiiiiins 218 243 314 346 39.6 57.5 14.7 45.0
Operating eXPENSeS.........cocvvvvvvvrrssssssssssoeee 144 165 196 227 25.4 34.1 12.0 34.4
Provisions for bad and doubtful debts............. 20 3.1 3.6 4.0 7.4 93 86.6 255
Value adjustments...........cccoevreenrnenenenieeenns 0.0 0.0 0.0 17 0.0 0.0 ) .
TAXES. . rvssrvcniss 12 0.5 15 1.9 0.1 12 -107.4  -956.7
Profit ..o 3.0 41 6.7 4.4 6.9 125 57.6 82.3
Totel assets at end of Period............oooevvviie 3855 4969 6270 7897 9410 1,1611 19.2 234
Stockholders' equity at end of period............ 330 376 442 491 60.8 84.5 23.8 38.9
% at end of period
RELUN ON €QUILY ... 9.9 133 17.8 9.8 13.9 185
COSt IAtiO 3 ... 66.0 68.1 62.3 65.6 64.0 59.4
Capital ratio......cceeeeereeereeeeereeeeee e 113 10.3 10.3 9.7 11.3 12.1
Capital ratio excluding subordinated loans..... 9.9 8.6 7.9 6.6 8.0 9.1

1. Companies listed on Iceland Stock Exchange (1CEX), excluding the finance and insurance sector. The sample includes the three largest commercial banks
and the three largest savings banks. FBA is included from 1998 but before 1998 the Fisheries Investment Fund and Industrial Loan Fund are included.
3. Operating expenses as a percentage of net operating income. Sources: The Financial Supervisory Authority (FME), Central Bank of Iceland.

Chart 31 Chart 32

Commercia banks and savings banks: Commercia banks and savings banks
% return on equity 1995-2002* capital ratio 1995-2002*

== Commercial banks
== Savings banks

Dec. June Dec. June Dec. June Dec. June Dec. June Dec. June Dec. June Dec. 8 T T T T T T T T T T T T T T T
1995 1996 1997 1998 1999 2000 2001 2002 Dec. June Dec. June Dec. June Dec. June Dec. June Dec. June Dec. June Dec.
. . X o 1995 199 1997 1998 1999 2000 2001 2002
Thethreelargest commercial banksand six largest savings banks. From 1998 FBA isincluded and

before that the Fisheries Investment Fund and Industrial Loan Fund. 1. Based on the three largest commercial banks and six largest savings banks’ accounts.
Source: The Financia Supervisory Authority (FME). Source: The Financia Supervisory Authority (FME).
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Table 19 International comparison

Based on latest monthly data for each region: EU-15 EMU-11 USA UK  Japan Sweden Norway Finland Denmark Iceland

Inflation in previous 12 months.................... 23 24 3.0 31 -01 29 3.7 16 29 23
Unemployment ..o . 7.9 8.7 6.0 51 54 53 39 9.9 5.8 33
Economic growth 2 14 12 2.1 2.3 2.8 1.7 -05 2.8 1.0 -30
Long-term interest rates (nominal yield) 3 ... . 31 26 39 0.2 38 34 32 34 6.9
Long-term interest rates (real yield) 34........ . . 25 2.0 . 29 . . . 4.6
Short-term interest rates®..........c.ooceeueeunene. 2.7 24 11 3.6 4.7 34 4.7 24 25 45
In 2002 (unless otherwise stated):

GDP per capita based on PPP, in thous. US$® . 243 356 245 264 256 302 261 299 302
Gross saving, % of GDP (2000)7 ................. 19.6 . 161 145 277 209 31 275 237 178
Gen. government fin. balance, % of GDP.... -2.0 -22 -31 -14 -7.9 17 124 32 22 -0.7
Gen. government gross debt, % of GDP...... 699 728 60.7 508 1427 628 247 476 432 429
Gen. government expenditure, % of GDP.... 448 455 319 389 376 526 430 448 508 407
Current account balance, % of GDP............. 0.5 0.9 -4.9 -1.7 32 39 164 6.5 2.4 0.2

1. Seasonally adjusted. 2. Annual GDP growth based on latest quarterly figures. Seasonally adjusted except for Denmark, Iceland and Sweden. 3. Five-year
Treasury bonds. 4. Figures are omitted where price indexation is not applied. 5. Three-month money market rates. 6. 2001. Converted to US dollars at an
exchange rate that eliminates the difference in price levels between the countries. 7. 2000 for Japan.

Sources: Ecowin, Eurostat, International Monetary Fund, OECD.

Table 20 International economic developments

Preliminary Forecast
Annual economic growth 1996 1997 1998 1999 2000 2001 2002 2003 2004
WOIT...e e 4.1 43 28 36 4.7 2.3 3.0 32 41
EUrO @r€a......cccovvveeeiveceieeesens 14 23 29 2.8 35 14 0.8 11 23
United Kingdom.........cccccerneninnnn. 2.6 34 29 24 31 2.0 16 2.0 25
United States........coeveirinieireniiene 3.6 44 43 41 38 0.3 2.4 2.2 3.6
JAPAN. ... 35 19 -11 0.2 2.8 0.4 0.3 0.8 1.0
Developing Countries........ccccoveveuenene 6.6 5.9 35 39 5.7 39 4.6 5.0 5.8
Countriesin transition............c.ceeue. -05 20 -0.8 3.6 6.6 51 4.1 4.0 4.1
Annual growth in world trade (%) ..... 7.0 10..6 4.4 5.6 12.6 0.1 29 4.3 6.1
Consumer price inflation
EUr0 aréa......cucvcueeeicieesicieisieieeieeas 2.2 16 11 11 23 2.6 2.3 2.0 15
United Kingdom.........cccoeeenenieinennne. 3.0 2.8 2.7 23 21 21 22 2.8 2.7
United States......covevrereneeererirene 2.9 23 15 22 34 2.8 16 23 23
JAPAN. ...t 0.1 17 0.6 -0.3 -0.9 -0.7 -0.9 -0.7 -0.6
Unemployment, % of labour force
Euro area.......... 10.9 10.9 10.2 9.4 8.4 8.0 8.3 8.8 8.7
United Kingdom... 82 71 6.3 6.0 55 51 52 54 53
United States.... 54 49 45 42 4.0 4.8 5.8 6.2 59
JAPAN. ... 33 34 41 4.7 4.7 5.0 5.4 55 54
Gen. government fin. balance, % of GDP 2
EUM0 @r€a.....ccuvveiecinerieciereeee -4.3 -2.6 -2.3 -1.3 0.1 -15 -22 21 -1.8
United Kingdom.........cccooeenininnenene. -4.4 -2.2 0.2 11 39 0.7 -1.4 -1.4 -1.3
United States........ovveeerenieereriene -2.2 -0.9 0.3 0.8 14 -0.5 -31 -3.0 -2.7
JAPAN. ...t -4.9 -3.7 -55 -7.1 -74 =72 -7.9 -1.7 -7.8
Long-term interest rates3
EUrO @réa.......ccoovveiiencineceee 7.1 6.0 4.8 4.7 54 50 4.9 4.7 52
United Kingdom.........ccccoveevveenne 7.8 7.1 55 51 5.3 4.9 4.9 4.7 51
United StateS ... 6.4 6.4 53 5.6 6.0 5.0 4.6 42 4.9
JAPAN. ... 31 24 15 17 17 13 13 12 14

1. Real GDP percent change between years. 2. General government, e.g. central government, local governments and social security transactions. 3. Yields
on ten-year Treasury bonds.  Sources: International Monetary Fund, OECD, Consensus Forecasts.
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Chart 33
Consumer price inflation 1939-2004

% change between annual averages

1940 1950 1960 1970 1980 1990 2000
Central Bank forecast for 2003-2004. Sources: Statistics Iceland and Central Bank of Iceland.

Chart 34

Economic growth 1945-2004
% changein real GDP between years

10 T T T T T T T T T T T T T T T T T T T T T T T T T T

1950 1960 1970 1980 1990 2000
Preliminary /forecast 2001-2004. Sources: Statistics|celand and Central Bank of Iceland.

Chart 35
Current account balance 1945-2004
% of GDP
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1950 1960 1970 1980 1990 2000
Preliminary/forecast 2001-2004. Sources: Statisticslceland and Central Bank of Iceland.

Chart 36
Real effective exchange rate of the

Icelandic kréna 1960-2003

consumer prices
70 L L L L L L L L B B O
60 65 70 75 80 85 0 95 2000

Preliminary /forecast 2002-2003. Source: Central Bank of Iceland.

Chart 37
Gross national saving and fixed capital
formation 1960-2004
% of GDP
35 4
&— Gross fixed capital formation
30 A —_A/-V-N- - - -

1 Gross national saving —»
R il

O B
1960 1970 1980 1990 2000
Preliminary/forecast 2002-2004. Sources: Statitics Iceland and Central Bank of Iceland.

Chart 38
Real yield and broad money 1960-2002

Real yield on non-indexed bank loans and
M3 as percent of GDP

Real yield (%) M3, % of GDP
20 5 - 60

25 e 15
1960 1970 1980 1990 1999
Latest datais preliminary. Source: Central Bank of Iceland.
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Table 22 Structural indicators for the I celandic economy

1970 2002

1. Population and labour force (thous.)

Population at end of year...........c.ccceevrneeee 204.8 2885
under 16 years of age.........cccvveverrrerinenens 706 703
16-74 years of age.......cccoevvecrerrereecrenen: 1273  202.7
above 74 years of age........cccovevrivieirnnne. 70 154

Annual popul. growth in prev. 5 yrs. (%)..... 11 12

Labour force (thous.) ......cccevreererereienenenee 827 1452
MEIES.....oiiieiiic s 547 835
FEMAIES ... 280 617

1. Employment by industry (%) (2000)

AGHCUITUIE ..o 12.4 33

Fisheries.. 6.6 39

Fish ProCeSSiNG......cvvervrveeeererenisiseeesesesisininens 7.8 51

Manufacturing industry ..........cceveeeeenneeeene 15.2 12.1

Construction, electricity and water ............... 11.3 103

Wholesale & retail trade, restaur. & hotels.... 135 16.7

Transport, storage and communication......... 84 6.7

Finance, insurance, real estate, business serv. 4.0 95

Producers of government services.. 124 18.9

Other SEIVICES......coveeeirirereene s 8.3 134

I11. Merchandise exports

By category (%):

Maring ProductS.........oeereeereeereeresesenennns 771 628

ManUfaCtUreS..........ceueveveieieireceececeas 184  33.0
thereof aluminium and ferro-silicon........ 132 214

Agricultural products..........ccceereeenenieennne 34 16

By regions (%):

United SEates.......cevvereeerrereeerereeereees 300 108

European Union 52.8 70.8

OthEr ..o 172 184

1970 2002t
IV. National income and expenditure
Gross domestic product (GDP), b.kr................ 04 7744
GDP, billion USS........ccccvnieinriicnreceens 0.5 85
National income per capita, thous. US$.......... 20 289
GDP per capita, thous. US$, PPP-converted 2 27 285
Gross capital formation, % of GDP................ 253 189
Gross national saving, % of GDP.................... 261 187
Net national saving, % of national income...... 11.6 4.7
Exports of goods and services, % of GDP...... 464  39.7
Public consumption, % of GDP...........cccceue... 127 251
Gen. government total expend., % of GDP3... 289  40.7
Total taxes, % of GDP3......ccoccovvrmerreverneeenenns 289 373
V. Capital and indebtedness
% of GDP unless otherwise stated

Fixed assets, % Of GDP.........cccoevverircrrerinirenne 34 29
Fixed assets, billion USS..........cccccovvviiinninnnne. 18 217
Net external debt ... 201 1004
Debt service, % of export revenue.................. 113 481
General government total debt ............ccceoveee. 13.0 429
General government net debt ..........cccceeveeneee 23 247
Broad money (M3) 375 509
Credit system total lending 846 255.1

tO INAUSITIES ... 536 1253

t0 households........couvveremrenicerceece 212 977
Market capitalisation of listed equities .. 67.1

1. Preliminary data. If preliminary data for 2002 are not available, another year is stated. 2. Converted to US dollars at an exchange rate that eliminates the

difference in price levels between the countries. 3. National accounts basis.

Sources: Iceland Stock Exchange, National Economic Institute, OECD, Statistics Iceland, Central Bank of Iceland.

Chart 39
Employment by industry in 1970 and 2001
Agriculture : 1970
Fisheries : 2001
Fishing industry :
Other industry
Construction and energy

Commerce

Communications

Finance and insurance companies
Public services

Other

0 5 10 15 20%
Source: Statistics Iceland.

Chart 40

M erchandise exports by category 1970 and 2002

Marine products ~ Aluminium and Other

Agricultural

ferro-silicon manufactures products

Source: Satisticslceland.
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Table 23 Merchandise exports and imports by regions!

Share of total (%) Billion kr.

Merchandise exports, fob 1970 1980
European Union ........ccoceeevceninnccnneeens 52.8 52.3
Euro area............... 254 30.2
Other EU COUNLTIES .....c.oucvviiiiiicieieieieinens 27.4 220
United Kingdom .........cccceevvveenennenneeeenns 13.2 16.5
Other Western European countries................ 238 2.3
Eastern Europe and former Soviet Union...... 9.6 8.8
RUSSI@. ..t 6.8 54
United SEAteS .....ccvvemeeiieeicieeiceeee e 30.0 21.6
JAPAN. .. 0.1 15
Other OECD COUNLIIES.......cccvvveerrereereereninenens 0.5 0.6
Developing COUNtTieS?2..........o.rvvveverieeninns 4.2 12.9
Other COUNtIES. ......cceeeeereieeee s 0.0 0.0
TOA . 100.0 100.0
Merchandise imports, cif
European Union ... 64.9 58.0
EUrO @r€a....c.ooviieiiieiiic e 32.0 33.2
Other EU COUNEIIES ......cvveeeiirieeirciceie 33.0 24.8
United Kingdom ..........ccccoeeveennncicnnnes 14.3 9.5
Other Western European countries................. 5.4 8.1
Eastern Europe and former Soviet Union...... 104 10.9
RUSSIA.....ciiiie s 72 9.7
United StateS .....ccvveeieieeeeeee s 8.2 9.4
JAPAN. ...ttt 2.9 4.0
Other OECD COUNLITES......coveveuierieecineeeeieenes 04 58
Developing countries?... 7.2 2.7
Other countries........... 0.6 11
TOA vt 100.0 100.0

Jan.-March Jan.-Mar.

1990 2000 2002 2003 2002 2003
70.7 67.4 70.8 72.8 144.0 35.9
37.6 42.3 475 49.0 96.7 24.2
331 25.1 233 238 47.3 11.7
253 19.3 17.6 16.0 35.7 7.9
34 7.8 6.9 8.0 14.1 4.0
29 14 2.4 2.8 4.9 14
25 0.4 0.4 0.8 0.8 0.4
9.9 12.2 10.8 10.6 22.0 5.2
6.0 5.2 33 17 6.8 0.9
0.5 20 1.3 1.2 2.7 0.6
55 3.0 33 24 6.7 1.2
11 1.0 11 0.4 22 0.2
100.0 100.0 100.0 100.0 203.4 49.4
59.9 57.0 525 55.4 109.0 25.7
355 335 30.6 33.6 63.5 15.6
24.4 23.6 219 21.8 455 10.1
8.1 9.0 7.4 7.9 155 3.6
5.2 9.7 9.5 9.6 19.7 4.4
6.5 5.7 10.0 10.3 20.8 4.8
5.0 18 3.8 28 7.9 1.3
14.4 11.0 111 6.8 23.0 3.2
5.6 4.9 31 4.2 6.5 20
37 45 4.7 33 9.7 15
31 5.6 75 8.9 155 4.1
14 15 1.6 15 33 0.7
100.0 100.0 100.0 100.0 207.6 46.4

1. Country groups are based on the year 2000. 2. International Monetary Fund's definition.

Source: Statistics Iceland.

Chart 41
M erchandise exports by region
1970 and 2002
50 %
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countries countries  countries
Source: Satistics lceland.

Chart 42

M erchandise imports by region 1970 and 2002

Euroarea Other EU USA Japan
countries
Source: Statistics lceland.

Developing  Other
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