Chapter One

A Catalyst is Born

I had just turned 26 years old when [ first assived at the Kaupthing
building in my Russian Lada, in the bitter snows of Boxing Day 1994.
It wasn’t a graceful entrance. My pass¢nger door was held together by
a piece of string, the temperature <onols did the opposite of what you
asked them and you had to switch the headlights on to get the wind-
screen wipers to work. [ had bought it with money scraped together by
organising a book mark=¢ with a friend after six months of unemploy-
ment. [ still remerater the smell of the aftershave I was wearing as |
walked through ti.e:doors of Kaupthing. It was probably because it was
one of the firss times [ had actually worn aftershave. It was my first real
job and I was seriously stressed. Although I had specialised in finance
during my MBA, I had no practical experience. What [ had learned in
the United States applied to the biggest financial market in the world.

How the tiny Icelandic financial market worked was a mystery to me.

*¥¥

I wasn’t born to be a banker. The neighbourhood I grew up in, Breidholt,
was Reykjavik’s equivalent to Brixton in London. The son of two teach-
ers, my ambition from an early age had been to follow in their footsteps.
Initially I wanted to teach physical education because I loved sport.

But though I could easily swing a racket, throw a handball or kick a
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football, it quickly became apparent that I hadn’t a clue how to explain
these skills to someone else. At the age of 21 I decided that academic
subjects would be better, and I began studying history at the University
of Iceland, intending to be a history teacher. I did well, although I never
felt completely at ease there. I suspect the professors mainly remember
me because I finished my studies in two years, while the standard was
three years. Some of them didn’t like the fact that I did it so quickly
and one of them even admitted he had lowered my grade because of
it. Evidently he didn’t believe I showed the subject enough respect by
rushing through it.

At the time, if someone had told me that my future-carcer would be
in business and finance, I would have laughed in rhcir tace.

Ever since I was a child I had been known £« c1ther losing or giv-
ing away any money that came into my pcssession. The only business
initiative | had shown in my early years was when, at the age of nine,
I had set up a cinema in my pareaw,’garage and shown 8mm films
to the neighbourhood kids. When iy older brother saw the level of
interest, he immediately tosk over the operation on the basis that he
was the family’s first borsi-nd could easily beat me up. Considerably
more business savvy; he charged admission (which I hadn’t thought of),
bought popcorn anidliquorice wholesale and sold it with a 100 percent
margin to the appreciative and mostly illiterate audience. Under his
management the garage cinema became an instant commercial success,
not surprising given that he even charged me admission, although most
of the films belonged to me.

During my college years I must have seemed like a bit of an introvert.
I was shy, not particularly comfortable in my own skin. Most of my
time was spent on sports, badminton in particular, which I played at an
international level, and through which I met my wife, Thordis Edwald,
who was the Icelandic champion. I didn’t socialise much in college.
I didn’t drink untl the age of 19 and without the confidence boost

attached to drinking I wasn’t comfortable going to parties or school
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dances until my final year. I couldn’t even stand up in front of people
without hyperventilating and sweating uncontrollably.

In my early twenties, however, all this rapidly changed. Over the
next decade | gradually became the complete opposite of my college
self. I socialised more and, boring as it sounds, I started to see myself
working in an office. I didn’t really think about what kind of office, or
what kind of business I would be doing there. It was just the thought of
working in a room full of people that attracted me. I had taken a few
classes on economic history, and reading Adam Smith, John Locke,
Frederick Hayek and Milton Friedman had fuelled my.iiterest in the
economy and business in general. What I didn’t knovsvas how to make
the transition from history to business. If | were 5 cemmence business
studies at the university from scratch, thetsonla take another four
years. That seemed a long time. When discussing this dilemma with
a friend, he told me about the possibilit 7 of taking a Master’s degree
in Business Administration (MBA), which would take two years. You
couldn’t do that in Iceland at thie ‘ime, but the degree was offered in
various other countries. This was an ideal route for me to switch into
business. I also fancied the idea of moving abroad, and quickly set
my eyes on the Unied States of America, the Mecca of the business
world. Thordis.and i decided on Boston, based on the fact that it was
closer to ho:mie ¢han California. So in the summer of 1992 we and our
newborn so1, Bjarki, headed for Boston, where I was enrolled in the
MBA programme at Boston University.

In Boston, we quickly felt the effect of being from a small country
with a weak currency. My student loans were paid out in Icelandic
krona, which meant that our financial status was very different in the
first year compared to the second year. In the first year, the krona
was very strong, so we were able to afford a good apartment in a nice
neighbourhood close to Boston College. In our second year, however,
the krona had devalued by more than 20 percent so we needed to move
to Jamaica Plain, one of the worst areas of Boston, where we lived in a

small bug infested apartment with a wolf parading outside our bedroom
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window. Despite that, we had fun in Boston. We made many friends,
mainly international students and Icelanders studying in the area. A few
of them would later join Kaupthing and others became clients when
they moved back to Iceland. We had also made friends through play-
ing badminton, which we mainly did to scrape together some money.
Thordis did some coaching and we also travelled to tournaments,
mainly to win prize money. Although it wasn’t huge amounts of money,
it made a considerable difference if we could earn a couple of hundred
dollars from a tournament. That also enabled us to travel a bit around
the east coast, although most of the sights we saw were the 1nsides of
various sports halls.

Living in a foreign city when you are a studenu is obviously very
different from living there when you have an inceme. When we came
back to Boston with some friends a few yearsiater, they were massively
unimpressed by our knowledge of the city. We had no idea about where
the restaurants, bars and cultural higilights were. The two years we
lived there, we had no money so we never ate out, unless it involved
waiting in line to order and: cleaning up after yourself. With a young
child, the few times we went out were really just drinks at a friend’s
house. Much to my chugrin, I didn’t even manage to go to see the
Boston Celtics or the Red Sox while we lived there.

I enjoyed ttie MBA hugely. I had decided to specialise in finance
even before the programme began. I did that without knowing what
finance exactly was. My reasoning was that because my undergradu-
ate studies were in a fluffy subject like history, I needed to specialise
in something analytical to be taken seriously when entering the job
market. That ruled out marketing and human resources. Accounting
sounded boring, so I picked finance. As it turned out, [ actually enjoyed
finance very much and it became my favourite subject anyway. I found
applying the rules of the market to real life problems fascinating. I was
also still uncomfortable speaking in front of people so I found some of
the management and marketing classes, where participation in discus-

sions was very important, more uncomfortable. Burying my head in a
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book with only a calculator for company was more up my street at the
tume. Despite the ‘fluffy’ background I did very well in the programme,
graduating somewhere close to the top ten percent of my class. At the
end of my studies I briefly considered whether to seek employment in
the USA but decided against it in the end. Because I didn’t have any
work experience before the MBA, which was unusual, it was difficult
for me to find interesting work. Also I wanted to go back to Iceland. I've
always been very attached to my home country, and at that stage, being
abroad for two years felt like a long time.

Back in Iceland though, finding a job in finance, or in‘anything else
for that matter, turned out to be a difficult task. The-ecconomy was not
in great shape and my academic background wssi’t winning me any
favours. Headhunters suggested that I might be more suited to journal-
ism than business, whilst recruiters at Iceiandic banks looked at my
MBA with a mixture of distrust and sugoicion. At 26, I was unemployed,
debt-ridden, with a wife, a young s6:-and a baby due.

Luckily, my father had been axn the lookout. In November, he had
bumped into a cousin in asn.orc gallery and discovered that he was an
executive at a small brokerage firm called Kaupthing. The cousin agreed
to see me, and asked me to work on a temporary assignment between
Christmas and.IN=w Year, helping the back office to settle an Initial
Public Offertag(1PO) for a recently privatised pharmaceutical busi-
ness. Later, colleagues used to joke that he had forgotten about me, so
didn’t ask me to leave until it was too late. But with only 28 employees
working in Kaupthing at the time, that wasn’t too likely.

Kaupthing had been founded as an advisory and securities firm in
1982. In Icelandic, the name means an exchange or marketplace. Its
eight founders were young, well-educated idealists, interested in de-
veloping a financial market in Iceland. At that time, there wasn’t even
a stock market. In a tiny country with limited opportunities, survival
depended on being a jack of all trades. A newspaper at the time de-
scribed the operations of the new company as ‘any kind of advisory and

research services in the areas of macroeconomics and management, I'T
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consulting and services, sales and marketing consultancy, investment
advice, bond and equity brokerage, asset sales, asset management, real
estate brokerage, sale of companies, aircraft and ship sales, and any
services related to these businesses.” The business lines appeared to
outnumber the staff.

Over the next decade the new company’s focus narrowed and it
aborted its consulting practice and real estate agency activities, be-
coming a more specialised securities house. When a stock market was
established in the mid-eighties, Kaupthing quickly became an active
participant. Its ownership and management changed a few. times over
this period. In the early nineties two financial groups icintly owned
Kaupthing. One of them was the savings banks ¢roup and the other
was Bunadarbanki, the agricultural bank of-!celand, owned by the
government. At the time there were three niaior banks in Iceland: two
of them were government owned, Landgbanki and Bunadarbanki, while
the third Islandsbanki (later Glitnir) was publicly listed. They were all
of fairly similar size, although Bunadarbanki was the smallest by most
measures. All had purely demestic operations. Landsbanki had the
largest equity base, amoviiting to just over £50 million. To us this was
a massive amount, but w anyone outside of Iceland it was tiny. There
were only four krokerage houses of any meaningful size, including
Kaupthing Avtiie time, the commercial banks all owned separate
brokerage houses. The banks focused on lending, while their brokerage
subsidiaries specialised in brokerage, asset management and corporate
finance actvities. Capital and balance sheets were for the most part
safely separated from the brokerage and advisory business. Investment
banks were unheard of.

In 1994, then, the company was small by any standards, even Icelan-
dic ones. We didn’t have our own building, and rented one and a half
floors, covering approximately 1000 square metres. There were only
two divisions: asset management and what was called the securities
division. The asset management division both operated mutual funds

and managed money for private clients while the securities division
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did pretty much everything else. I joined the securities division in the
beginning. We were involved in the broking and trading of both equi-
ties and bonds, but also corporate finance and foreign exchange and
derivatives trading.

Chinese walls were as alien to us as, well, a wall from China would be
in Iceland. That didn’t mean, however, that ethical standards were low;
on the contrary people were well aware that they were often privy to
sensitive information and would place big emphasis on confidentiality.
Staff's own trading was frowned upon and trading in unlisted shares
was banned internally, although no such ban was forced uipou us by the
regulators. In a way, light regulation at that time probadly made people
take more ethical responsibility themselves.

As I walked through the office on my first aasz i tnet the people who
were to lead the company’s meteoric rise wver the next 13 years. The
CEO at the time was Gudmundur Hauksson, but he would shortly leave
his post. The other key people wlic would stay on were mostly fresh
out of college and had recently jozned. When the generation above us
left over the next few years, we were ready to move into management,
with big ambitions and \inshakeable confidence.

Of all these people, Sigurdur Einarsson would probably do the most
to influence the‘events of the next decade, not only for Kaupthing but
for the whol= fuiancial market in Iceland. Ten years older than me, his
prior experience at Islandsbanki and Danske Bank gave him prestige in
the company. His fluent Danish also gave us an advantage later, when
we expanded into the Nordic countries. He started as head of the
securities division, but less than three years later he would be CEOQ.
Short and stockily built, squint-eyed, with an ever-receding hairline,
Sigurdur resembled nothing so much as a young Winston Churchill.
He was tough too, but he kept his friends close. As I used to joke, he
was like Russian toilet paper, rough on the edges, but definitely better
than nothing when you’re in need. Far from being a micro manager, he
tended to give the younger people a lot of freedom and responsibility.

Known to exaggerate numbers, he once famously answered the question
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‘how many people live in Iceland?” with ‘less than a million’ — the
population was slightly more than 250,000 at the time. This bullish
hyper-confidence set him apart from the rest of us — in the beginning,
he was the only one of us who really did have a boundless imagination
about what we could do.

Three other key players, Hreidar Sigurdsson, Magnus Gudmunds-
son and Ingolfur Helgason had also joined shortly before me. All were
business graduates from the University of Iceland around my age, with
little experience of the wider world.

Hreidar was an innovative thinker and fantastic dealmiaker; he was
behind some of the best-known deals we ever did. He vz very thin with
ears so big that we joked that his head looked like/a trophy. As a child,
an arrow had been shot into his right eye, partially blinding him and
giving him a lazy eye. Every time a deal did1/’c 20 right, he claimed that
he’d looked at it with his bad eye. Naturaliy hyperactive, the invention
of the BlackBerry led to him develoy the attention span of a squirrel.
Yet Hreidar was a top student. and fantastically analytical. He could
read through financial reperts ut the speed of light, quickly spotting
the necessary informaticii His creative mind was naturally entrepre-
neurial; he thoughtlil:e inany of the big players we met along the way.
He started out 11 «sset management, but by 1998 he had become the
deputy CEO.Suissequently he became more involved in our corporate
finance and proprietary trading activities.

Ingolfur was short with blond hair, though like Sigurdur’s his hair
receded as Kaupthing grew. We had played badminton competitively
together as children, making him the only one I knew before starting
at Kaupthing. He became known as the ‘fashion police’ — he was such
a neat dresser we always suspected him of ironing his jeans — he was
relentless in advising the rest of us on what was and was not acceptable.
But his down-to-earth common sense made him a vital asset with inves-
tors, who trusted him implicitly. He was crucial to our early attempts
to raise capital in Iceland, for ourselves and our clients. In 2005, he was
made CEO for Iceland.
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What Ingolfur did for institutional clients, Magnus did for the pri-
vate client business. Tall and athletic, he stood out in a crowd. He was
a shrewd investor, always more at ease with numbers than languages.
But he was also a great people person. He was chosen to spearhead our
expansion overseas and moved to Luxembourg to set up our offshore
banking services in 1998. He performed fantastically and customers
loved him. One of his major clients even moved to his neighbourhood
in Luxembourg to be near him. For some time, anyone with any money
in Iceland banked with us in Luxembourg.

And me? In my first few years at Kaupthing, [ moved arcund a log,
not quite settling in. Still quite shy at this point, I dida’r bond quickly
with people. The girls in the back office later taid me they thought I
was slightly backward because I spoke so rarelv. The first time I had to
make a small presentation to the managetieat, I only barely avoided
fainting and perspired so heavily that I)1iad to go home and change
shirts afterwards. Worst of all, only t:iree weeks into the job I managed
to make a serious faux pas at th=-arst office party. Nervous, and sur-
rounded by people I didn’teaiiy know, I drank quickly. When someone
started to tell jokes late iz the evening, I had enough Dutch courage
to follow up with iy ¢wn jokes. The first two went well, so I eagerly
followed them wp'with a third, completely inappropriate one, involving
a morgue ana-dubious sexual activities. Silence descended on the room.
I was mortified and, out of the corner of my eye, I could see my cousin,
who had recruited me, looking down at the floor in disgust. Permanent
employment seemed highly unlikely. In the end, though, what seemed
like a disaster turned out to be a blessing. Hreidar told me later that this
was the first time he, or most other people, had noticed who I was.

I was involved in research, brokerage, foreign exchange, derivatives,
and for a while I was responsible for the funding of the firm. Various
activities that required contact with the world outside Iceland often
found their way to my desk. The firm was small and it was helpful to be
able to multitask. I was equally strong in languages and finance, which

was probably the reason for the wide range of activities. As Kaupthing
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grew and became more specialised I eventually settled down as head
of investment banking. That was the division that worked on mergers
and acquisitions, arranged and underwrote equity offerings and IPOs.
Success was based on building relationships with corporate clients and
entrepreneurs, and over time I became quite good at it.

The culture that was formed in the early days was unique. We were
young; we wanted to have fun, and that created a ‘work hard, play hard’
atmosphere that became Kaupthing’s trademark. Internal competition
was fierce, not only in terms of profitability, but also in terms of what
division created the best comedy act at the Christmas vurty or who
organised the most intellectually stimulating morning ineeting. We
met up for drinks after work, organised karaoke competitions and
went camping at the weekends. Hierarchy was-aimosc non-existent and
reflected Iceland’s classless society. It was, coniimon to see the janitor
chatting to the CEO at an office party. Bing part of a prominent family
created no respect, unless it was actoripanied by skill and intelligence.
At Kaupthing it wasn’t important who you were, what mattered was
what you were capable of. The culture was fairly male dominated, as
tends to be the case at brakerage companies and investment banks. The
split between men and women was equal in total numbers, but in the
front office men cuwmumbered women greatly, and the opposite was true
in the back eftice: Applications for brokerage jobs was heavily skewed
towards men and that was reflected in the recruitment numbers. Of
course we still had a good number of women in the front office and I
don’t think anyone who worked there would have described the culture
as sexist. Yet we still had the reputation for being a boys’ club and there
was some truth to that.

Our sense of humour was quite hard-hitting — we loved nothing
more than a practical joke. Sometimes it all got a bit out of hand. One
member of staff who was celebrating his 30th birthday secretly hired an
actor to attend the party and give a speech. The actor pretended to be
a client of Kaupthing whose life had been ruined by investment advice

given by the birthday boy. He became more and more foul-mouthed
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and aggressive during the speech until the guests were in a state of
complete shock. When a fight erupted between the guest and the host,
the ninety year old grandfather of the birthday boy, a former supreme
court justice, started to shake uncontrollably and had to be carried away.
By the time it was finally revealed that people had been witnessing an
act, the atmosphere had been destroyed and the party dissolved.

The newer members of staff bore the brunt more often than not.
When the King of Sweden was on a formal visit to Iceland, a broker
who had recently joined was told that the King would be visiting the
trading floor. A water pipe under the hard wood floor had recently burst,
causing the surface of the floor to swell slightly. The hroker was told
that he would have to stand on top of the bulge sc. the King wouldn’t
notice it. After half an hour later, with no sign-«f the King, the snicker-
ing on the trading floor became loud encugh for the red faced broker
to realise that he had been had. Unfortunately, the young broker took
the ill-fated decision to get back o7 Lis'tormentor. When an e-mail was
sent round to all staff announcing drinks after work, the victim used a
colleague’s computer, to repiv co all with the sentence: ‘I will be there
with a massive hard-on! Unluckily for him, this was a violation of both
e-mail policy and sexual harassment policy; after only a few weeks at
the bank, he fonnd himself out of a job.

Even onr-inoie senior people were not spared. Shortly after a new
head of legal joined, I placed the first major transaction on his desk. One
of the large fishing companies, located in Akureyri in northern Iceland,
was considering a major takeover of a company in Denmark and they
wanted us to advise on the transaction. The first thing they needed
was a letter of intent they wanted to sign with the seller. Our man got
cracking and after some dialogue with the CFO of the fishing company,
he flew to Akureyri to meet with the company and the Danish lawyer
representing the seller on a Friday afternoon. The CFO introduced our
lawyer to the Danish lawyer, who turned out to be a beautiful blonde in
her thirties, then swiftly left the room. As they started running through
the letter of intent, our man started to notice some peculiarities in the

11
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young lawyer. For one her Danish accent sounded awfully Swedish.
Also, although the girl was wearing a typical business suit, he had never
seen anyone in business wearing open high heel sandals with carefully
varnished toe nails. When she began to complain about the high tem-
perature and unbutton her shirt, his suspicion grew. His suspicions were
confirmed when a group of his closest friends and colleagues jumped
into the room at the same time as the ‘lawyer’ (who turned out to be
a Swedish exotic dancer) ripped off her shirt. Our new employee was
getting married a couple of weeks later and we had done all this to trick
him into a stag do in Akureyri.

Clients came to love the corporate culture at Kaupriing. In the early
days, client entertainment was heavily scrutinised ai.d done quietly, on
a small scale, so it wasn’t perceived as a sign.of excess. It became clear
though, that nothing was better for building ap trust and relationships.
We organised salmon fishing trips, invited clients on trips abroad to
meet financial institutions, and set uu-seminars in Iceland. It wasn’t
so much the nature of the events.taat made us successful, but rather
the atmosphere we created..We didn’t spare them the wicked humour
and the teasing that was a-hig part of the culture — and most took it in
their stride. Of course, we sometimes overstepped the mark. On one
fishing trip at a sairen river in Western Iceland, I noticed that one, very
overweight, nraspective client was sharing a tiny room with Sigurdur
Einarsson, hiinself not a thin man. Looking at them and their bags, I
innocently asked ‘where are you two going to keep the luggage?” Not
surprisingly, we didn’t get much business from the client after that.

But we matched all this with a work ethic more akin to that of an
American investment bank than anything that had come before in Ice-
land. We worked evenings and most weekends. If we were competing we
never gave up. Once, one of the pension funds in Iceland was selecting
an asset manager to run their portfolio of assets and decided on another
firm without considering us. When we learnt of this, we harassed all
their board members until they agreed to allow us to submit a proposal.

Unfortunately the board meeting was the following day and we had no
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presentation or proposal ready. We worked through the night and until
midday the following day to finish the presentation. Even though the
board had already made up their mind and was really only humouring
us by allowing our presentation, they were hugely impressed with our
proposal. So they decided to split the portfolio in two and gave half of
it to us to manage. | left the office at lunchtime the second day, after
working 30 hours without stopping, only to find that our HR manager
took off a half day’s salary. She correctly pointed out that according to
my agreement | didn’t get paid overtime, and if [ left early a deduction
would be made from my salary!

Looking back, the numbers and amounts we were dealing with at
the time sound very modest. The biggest asser/ tzanagement clients
had the equivalent of £2-300,000 under maznagement. To us this was
a huge amount of money; one could only dream of ever building up
that kind of wealth. The amounts invblved in securities trading were
in proportion to this. In my firse.year we frequently had days in the
stock market where no shares chenged hands. The profits were modest
too. In 1994 profits were areund £200,000 and in 1995 profits actually
declined to £175,000. S¢ilL, these were considered fairly decent in
Iceland at the time

Salaries and reinuneration were in line with the size of the company,
but also the prevailing views on income distribution. The CEOs of the
biggest companies in the country received around £100,000 annual
compensation, but unlike in the US and the UK, by that time, it was
unheard or for bankers or brokers of any kind to receive anything close
to that amount. When I started out my basic salary was £15,000 and I
couldn’t believe how well I was getting paid. Two years after I started,
Sigurdar put in place a long-term incentive plan. Previous attempts
to allow employees to buy shares in the firm, or issue shares options
to them, had come to nothing, blocked by the board. Increasingly, this
was a problem, as Kaupthing grew and the staff became more and more
sought after in the marketplace. Everyone liked working there so much

that we practically never lost key personnel, but as increasing amounts
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were offered, the pressure mounted. Finally, Sigurdur came up with a
long-term incentive plan. It was simple. Around ten of the key people
in the business were promised a lump sum payment in three years, if
they hadn’t left by then. The amount we were promised was to me an
amazing amount of money, as much as one million dollars would have
sounded to an American investment banker. It was one million kronur,
the equivalent of £8,500. One of my colleagues declined to be part of
the plan, as he didn’t want to be tied down for such a long time. When
pointed out to him that of course he could leave at any time, even if
he was part of the plan, it still didn’t change his mind. Being a bit of a
bohemian, he didn’t want the prospect of such a huge za.ount of money
clouding his mind. He ended up working for Kaupéiing for another six
years. Three years later, though, the amountls<ted puny, considering
that in the intervening years, we had growii the value of the firm by
approximately £50 million.

Beyond the numbers, Kaupthingwasa small company. Shortly after
I joined there was an uprising in the back office, due to what became
known as the ‘Big Switchboava Scandal’. The switchboard was managed
by one person only and‘she was obviously entitled to her lunch and
coffee breaks. We had a system of replacement, where the girls in the
back office were asked to take turns in managing the switchboard during
coffee breaks-ana’lunches. This wasn’t a popular task and one day the
dissatisfaction erupted. The view of the back office workers’ ‘union’ was
that answering the telephone wasn’t their job any more than it was the
job of the brokers and traders. With the wisdom of Solomon, Gudmun-
dur the CEO decided that all staff members, excluding himself, would
now fill in on the switchboard.

Star traders sat sour-faced in reception with the headphones on while
sniggering colleagues walked by. Naturally, the incoming calls were
sometimes for the selfsame person who was on the switchboard at that
tme. More often than not that person would pretend to be someone
else, calmly replying ‘I will see if he is in’, pressing mute and then

unmute before answering as himself. A few weeks in, I became a victim.
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At my brother-in-law’s birthday party I had met our CEO’s lawyer. We
had spoken quite a bit at the party and discussed my job at Kaupthing.
With each drink, the importance of my role at Kaupthing grew. Only
a few days later the lawyer came to the office to see the CEO. As luck
would have it I was wearing the headphones in reception. In my head,
I quickly calibrated the options of trying to explain the switch board
system or pretend I had never seen him before. I opted for the second
choice and sent him through to our CEO without flinching. After a few
weeks and a number of similar incidents, the system was abandoned
and a second receptionist was hired for the switchboard

Around Christmas time each year, Icelanders flocked to buy shares
before year end. Tax incentives at the time allowsd people to deduct a
proportion of the shares they had bought frem income tax. Of course,
people could buy shares anytime during the vear, but in typical Icelan-
dic fashion they tended not to do anythiag until the last minute. This
meant that in the week between Chiiscmas and New Year, the volume
of share buying was several time: tae amount traded in a normal week.
There was no way the brokers and asset management staff could handle
the volumes. People were queuing up outside our office and everyone,
no matter what their jod description was, would be given a desk to sell
shares. This was@are either over the phone or in person. Even the CEO
would turniutoa broker. Some of the elderly clients, coming to buy
£1000 worth'in Kaupthing’s equity fund, almost had a heart attack when
they were shown into the CEO’s office to close the transaction.

The markets weren’t that impressed by the changes at Kaupthing in
1994 and 1995. More experienced staff were leaving, and rumour had it
that Kaupthing was in trouble. For a while, we did struggle a bit, but we
soon learned the ropes. Although there was a mix of people, the culture
that emerged reflected the things we all had in common.

Crucially, we were all outsiders in Icelandic business. None of us had
any connections to the business establishment or political powers at the
time. The sons of teachers, sailors and electricians, we had little regard

for the establishment. It wasn’t that we were out to shake the balance of
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power, it’s simply that we didn’t care whether we did or not. We were
fiercely ambitious, and that ambition was focused purely on building
the business and making profits. Whether we ruffled some feathers along
the way was of no consequence to us. We were so small in the beginning
that no one particularly noticed what was brewing within the walls of
Kaupthing. Important changes that were taking place in Iceland would,
however, create a very exciting platform for us to grow from. We were

about to take full advantage of that opportunity.
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