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Background 
Comparison of economic structure in 

Iceland and Italy 



Economic structure 
Similar export markets but different composition … 



Economic structure 
… leads to different export structures … 



Economic structure 
… and less symmetric business cycle with the euro area 
… 



The financial crisis 
Comparison of pre- and post-crisis 

developments 



Two crises 
Two stories … both Dickensian tragedies 

Financial crisis of 2007-2008 Sovereign debt crisis of 2010- 
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Build-up and unwinding of imbalances 
Asset prices and debt levels 



Build-up and unwinding of imbalances 
Domestic costs and competitiveness 



Build-up and unwinding of imbalances 
External balances and exports 



Build-up and unwinding of imbalances 
Post-crisis real-economy developments 



All 46 
countries 

EMU 
ins 

EMU 
outs 

Output Peak-to-trough difference 6.8 7.2 6.5‖ 

Peak-to-2011Q4 difference 1.0 4.1 -0.7† 

Duration of contraction (quarters) 5.3 6.3 4.7‡ 

Consumption Peak-to-trough difference 6.2 5.5 6.5‖ 

Peak-to-2011Q4 difference 1.1 3.6 -0.2‖ 

Duration of contraction (quarters) 5.7 6.7 5.2‡ 

Unemployment Trough-to-peak 4.5 4.8 4.3‖ 

Peak-to-2011Q4 difference 3.2 3.5 3.0‖ 

Duration of increases (quarters) 6.5 7.2 6.2‖ 
Comparison of 46 medium and high income countries. * (†) [‡] indicates that the difference between 
the groups is statistically significant at the 1% (5%) [10%] critical level based on a Satterthwaite-Welch 
t-test. Source: Central Bank of Iceland (2012). Iceland's currency and exchange rate policy options. 
Special Reports no. 7. 

Build-up and unwinding of imbalances 
Comparison of insiders and outsiders 


