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About the Economic Council and 
Governmental Bank of the Faroe Islands
• Produces two

reports with update
on the economy

• Provides the
Faroese government
with advice on
economic affairs

• The Bank 
administers the
public liquidity and 
debt



Messages on resilience

• High economic growth for the last decade
• GDP/capita surpassed Denmark
• More than full employment

• Large public investments in infrastructure
• Demographic challenges loom ahead

• Fast growth in number of elderly people
• Constant drain of young people from the islands

• Green energy transition poses a challenge
• Need for reforms to ensure fiscal sustainability



• High economic growth of the Faroe 
Islands for 20 years
• Especially from 2013
• Fiscal transfers were reduced and 

fixed in nominal terms in 2003 (and 
reduced again now)

• This combination has made the Faroe 
Islands self bearing in economic terms

• The growth drivers:
• Aquaculture and Pelagic Fisheries
• Industrial development financed by

risk willing capital – partly from abroad
• Huge influx of foreign labour in recent

years from 2 to 8% of work force

A comment on the debate about Greenlandic
independence in January 2025

My opinion piece in 
BØRSEN – Danish Paper

“Can Greenland follow in the
footsteps of the Faroe Islands?” 



• Demographic pressures are building
• Share of +80 year olds increasing

rapidly
• Urbanization: Rural depopulation, 

Tórshavn expanding

Need for welfare reforms and fiscal
policy rules

The Faroes are not 
saving for a rainy day



Verandi lóggáva:
Pensjónsaldur
hækkar ½ ár

einans í 
2025 og 2030

Number of elderly driving welfare expenditure

Indicator of GDP

-9%

Fiscal Policy is unsustainable

Expenditure

Income



can make the fiscal policy sustainable again

Raising the retirement age to keep up 
with the rising life expectancy…



Simulation of the expected years of 
retirement after reform



Another huge challenge:  
We are loosing 20% of each generation

20%



To create more solidarity between generations
Reforms needed

Raising Rationalising Fiscal Policy Reduce the
retirment age the elderly homes Rules loss of young people
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The number of immigrant workers has 
increased, but slower growth now



Population Growth slowing down
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The Demographic Pressure is felt in the 
public budgets already 

Fiscal Policy Rule

Landskassaúrslitið
RLÚ I, vanligir postar 2022-2026 

Old Age Benefits on the rise

Welfare Services on demandMió. kr.

-1,1% of GDP

Metingar



The big spending ticket is investments
Significantly higher than neighboring countries
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Tunnels or Welfare
Services?

A healthy starting point, but need to
prioritize investments

Almenn bruttoskuld í ymsum londum 2023

EGS skuld í % av BTÚ

Cost/benefit analysis
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Green Energy as Economic Policy

• Goal: 100% renewable electricity by 2030 (now 50%)
• Unrealistic!

• Oil still dominates transport, aquaculture, ferries

• Needed: wind, solar, marine energy, batteries, smart grid

• Green growth = energy security + jobs + competitiveness

• Reform of Energy Legal Framework to facilitate private investments



1. Aging, concentration, and climate require reforms

2. Key areas: Sustainable welfare system, a broader 
workforce, new industries, and green energy reform

3. With necessary reforms, we can lead—not just adapt

4. The Faroes can be a model of resilience for the North 
Atlantic

Conclusion: 
Building
Resilience



Thank you!
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