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“The Perfect Storm”  
Cost of insuring Iceland’s debt (CDS spread) 
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Iceland

Sept. 15
Lehman files for 
bankruptcy
Merril Lynch 
taken over by 
BoA

Sept. 26
US Fed agrees on 
swaps with all 
Nordics except 
Iceland

Sept 29-30
Downgrades 
of sovereign
debt

Sept. 29
State takes 
75% stake in 
Glitnir

Oct. 6
"Emergency 
legislation"

Oct. 7
Landsbanki 
collapses

Oct 8.
Glitnir collapses

Oct. 9
Landsbanki UK
seized under 
anti-terror laws; 
KSF seized 
under NR Act;
Kaupthing 
collapses

Oct. 10 (Oct. 9)
UK Prime Minister 
threatens to seize all 
Icelandic assets in UK

Oct 24
IMF deal
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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 
Photo: Ragnar Axelsson 
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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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Photo: http://www.bundeskanzlerin.de 

 

 

Speaking note available here or at 

http://www.ru.is/kennarar/fmb/store/IMF-Iceland-Note-Fridrik_Mar_Baldursson.pdf 
 

http://www.bundeskanzlerin.de/
http://www.ru.is/kennarar/fmb/store/IMF-Iceland-Note-Fridrik_Mar_Baldursson.pdf
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2008 vs 2011 

Reykjavik, January 28, 2010 
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Primary Fiscal Balance in Nordic Crises 


