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“The Perfect Storm”
Cost of insuring Iceland’s debt (CDS spread)
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Iceland: Exchange Rate and CDS Spread
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Why capital controls? Combine carry trade
overhang with this situation:
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General Government Debt 2011, % of GDP
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Icesave: President’s residence, January 2, 2010
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The most recent valuation of Landsbanki's assets shows the lender,

LSS Emal  which failed in October 2008 together with the rest of Iceland's
financial system, will have enough funds to pay back mare than
Enlargu image double the $5.3 billion backed by depositor guarantees, according to

_ a report published by the bank's resolution committee yesterday.
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Iceland vs. Ireland
Cost of insuring against default on public debt (CDS spread)
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2008 vs 2011
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Speaking note available here or at
http://www.ru.is/kennarar/fmb/store/IMFE-Iceland-Note-Fridrik Mar Baldursson.pdf
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2008 vs 2011
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Primary Fiscal Balance in Nordic Crises

Primary Balance
(Percent of GDP)

Finlandt=1993

Denmark t =1982
Sweden t=1993
Icelandt=2009
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Sources: WEQO: lcelandic authorities: and Fund staff
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