





The Fiscal Consolidation Plan




Revision of the Fiscal Consolidation Plan



Positive Primary Balance



Primary revenue and expenditure
of the Treasury 2003-2013"




Total balance with and without
irregular items 2009-2013"




Primary balance with and without
iIrregular items 2009-2013"







New emphasis:
Welfare of children and job creation




New emphasis:
Welfare of children and job creation




Investment Plan







Continuous Economic growth
— Increased employment




Economic assumptions for the
Fiscal Budget Proposal




ISK exchange rates: ERI, EUR og USD




Economic growth






Treasury balance 2004-2016"



Inflation




Unemployment







Main results of the 2013 budget proposal



Main results of the 2013 budget proposal



Total- and primary balance of the Treasury

In ISK billion Accounts Budget Estimate Proposal
nominal prices, accrual basis 2011 2012 2012 2013

REVENUE ...oovvieiiiiiiieieee e 486,5 522,9 533,6 570,3
EXPEnditure ......ccoevvveeeiiiiie e 576,0 543,7 559,4 573,1
Total balance ..., -89,4 -20,7 -25,8 -2,8
Total balance, percentage of GDP (%) ........ -5,5 -1,2 -1,5 -0,1
REVENUE ...t 467,2 501,8 510,2 545,4
EXPENAITUIE ..o 510,4 465,9 478,5 485,0
Primary balance ........ccccoocveiiiiiiiiiie e -43,2 35,9 31,7 60,4
Primary balance, percentage of GDP (%) ... -2,7 2,0 1,8 3,2

25






Main expenditure changes
from 2012 estimate




General criteria for
restraint measures




General criteria for
restraint measures




Restraint measures by economic categories”

Cuts Total Cuts
In ISK million - m.kr ‘turnover %
Current expenditure ...........cccoveeeeviiieeee e, -1.648 206.538 -0,8%
TraNSTErS ..o -4.466 220.623 -2,0%
Maintenance and investment ....................... -600 20.565 -2,9%
Total ..o, -6.714 447.726 -1,5%

* Changes from the 2012 budget excluding interest expenditure and irregular items.
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Restraint measures by economic function™

Cuts Total Cuts

In ISK million ~ m.kr “turnover %

Transportation, economic and unempl. affairs .... -784 77.659 -1,0%
Health ........cooovviii -530 120.286 -0,4%
Social security and welfare ...........c.ccccove e, -1.301 128.348 -1,0%
0 [§Tor=1 1 [0 o TR -606 50.104 -1,2%
General public SErvices .........ccccceviveiieiie e, -384 28.155 -1,4%
Public order and safety .........cccccccvvvviiiiieiiiee, -231 22.380 -1,0%
Culture, sport and religion ...........ccccoceveeviieeiinnene, -135 15.578 -0,9%
Housing and distribution system ........................ -44 5.215 -0,8%
Total turnover based measures ...........cc.ceeuee. -4.014 447.726 -0,9%
SEleCtiVE MEBASUIES ......oeeeveeeeeeeeeeerrrr e eeeeeeees -2.700 447.726 -0,6%
TOtaAl .o -6.714 447.726 -1,5%

* Changes from the 2012 budget excluding interest expenditure and irregular items.



Changes in expenditure”



Priorities: investment plan and
child welfare




Primary expenditure on constant prices”

ISK billion.
600 -

538

550 - 532
500 A
450 A
400 A
350 A
300 T
250 T

200 -
2004 2005 2006 2007 2008 2009 2010 2011 2012

*In 2013 budget proposal prices, excluding interest expenditure and
irregular items.

Adjusted for the transfer of services for disabled people from the state to
local governments
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2013
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Interest expenditure




Cumulative restraint measures
2009-2013 by economic categories”

Cumulative
Budget restraint measures Cuts
Restraint measures, 2013 prices - 2008 2009-2013 %
Current eXpenditure .........cccceeevveeviveeiieeesneenn, 232,8 50,9 21,9%
TrANSTEIS oo 2243 38,9 17,4%
M aintenance and investment ............ccccoeeeen.... 61,6 26,9 43, 7%
Total excl. freezing of wages and benefits 518,6 116,7 22,5%
Freezing of wages and benefits ..................... 518.,6 19,1 3,7%
Total oo, 518,6 135,8 26,2%

* Excluding restraint measures that did not realize and measures where plans on new
expenditure in budget proposals were abandoned when the budget was enacted.

Changes from 2012 budget turnover excluding interest expenditure and irregular items in 2013
prices.









Main revenue changes from
estimate for 2012




Cumulative revenue measures 2009-2013

ISK billion, accrual basis 2009 2010 2011 2012 2013
Revenues

Tax system Changes ........ccccveveeiiiiiiee e, 18,4 64,7 78,9 99,4 117,7
Dividends, asset sales and other ....................... 0,0 0,0 0,0 2,0 10,0
PIT on allowance for use of private pension .... 53 4,6 6,4 3,2 0,1
Total oo 23,7 69,3 85,3 104,5 127,8
Total, %0 0f GDP ......coocvviiiieciice e, 1,6 4,5 5,2 5,9 6,8
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Special revenue measures in 2013*



Tax revenues, % of GDP~

% of GDP
34 -

32 31,5 31,5
30
28
26

24

22

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

* Tax on capital gains from the sale of Icelandic Telecom in 2005 excluded.
Adjusted for the transfer of services for disabled people from the state to
local governments




Tax composition 2004-2013

100 g 44 43 2,7 3.6 2,7 2,6 3,8 4,2 6.2 59

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Wp|T 11SSC I Indirect taxes I Other taxes




Income distribution — Gini index




Gender Budgeting






International comparison




Economic growth in a few
comparison countries




Gross debt as a % of GDP in a few
comparison countries”




Treasury balance and general government
debt — EU and Iceland in 2011"







General government debt




Debt objectives







Long-term fiscal strategy
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