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Predecessors of Danmarks Nationalbank
Besides Rigsbanken, there were other predecessors 
of Danmarks Nationalbank. The first banknote-issuing 
bank in Denmark was Kurantbanken (Den Kjøben-
havnske Assignations-, Veksel- og Laanebank), estab-
lished in 1736. Originally, Kurantbanken was obliged 
to convert its banknotes to silver coins, but it was 
not subject to any banknote coverage rules, and the 
silver convertibility was abolished permanently in 
1757. Kurantbanken had been established as a private 
limited liability company, but was taken over by the 
central government in 1773. In 1791, another private 
banknote-issuing bank was established, Den Dansk-
Norske Speciesbank, which was intended to replace 
Kurantbanken over a period of many years. But the 
discontinuation of Kurantbanken and the withdrawal 
of its banknotes did not go according to plan. On the 
contrary, the circulation of Kurantbank banknotes and 
other money substitutes increased strongly in connec-
tion with the Napoleonic Wars.

Märcher, Michael (2010), Danish banking before and 
after the Napoleonic Wars: A survey of Danish banking, 
1736–1857, in: Tuukka Talvio and Cecilia von Heijne 
(eds.), Monetary Boundaries in Transition, A North Euro-
pean Economic History and the Finnish War 1808-1809, 
Swedish History Museum, pp. 127-143.

Nielsen, Axel (1903), Danske Bankprojekter fra Tiden 
før Kurantbankens Oprettelse (Danish banking pro
jects in the period before establishment of Kurantban-
ken – in Danish only), Danish Journal of Economics  
(Nationaløkonomisk Tidsskrift), Vol. 41, pp. 580-601.

Rasmussen, Erik (1950), Kurantbankens oprettelse 
(Establishment of Kurantbanken – in Danish only),  
Historisk Tidsskrift, Vol. 11(3), pp. 137-175.

Rasmussen, Erik (1955), Kurantbankens forhold til sta-
ten 1737-73 (Kurantbanken and the Danish state 1737-
73 – in Danish only), Det Danske Forlag.

Wilcke, J. (1927), Kurantmønten 1726-1788 (Kurant coin 
1726-1788 – in Danish only), Gads Forlag.

The state bankruptcy in 1813
The currency reform of 1813 introduced a new cur-
rency unit in Denmark, the rigsbankdaler (1 rigsbank-
daler = 96 rigsbankskilling). Already in 1811-12, the 
state had ceased to pay interest and repayments in 
silver on part of its debt. Instead, it was paying in 

banknotes not convertible to silver. That is why the 
currency reform is often called the “state bankruptcy”.

The reform meant exchange of existing banknotes in 
the old currency unit (kurantdaler) for new banknotes 
at an exchange rate of 6 kurantdaler to 1 rigsbank-
daler. During the period of high inflation up to the 
reform, the kurantdaler’s value had dropped markedly 
relative to silver. The exchange rate of 6:1 was inten-
ded to ensure that the substitution would essentially 
reflect the relationship between the silver value of 
banknotes in kurantdaler and rigsbankdaler, respect
ively. Consequently, the losses of holders of monetary 
claims in kurantdaler were not caused by the actual 
substitution – but by the erosion of wealth in the pre-
ceding years due to high inflation.

The currency reform contained a number of com
plicated provisions on redemption of private debt  
raised in kurantdaler. The purpose was to ensure that  
the creditors were repaid amounts with the same  
value in silver as the debt at the time it was raised. For 
example, as a general rule, private debt in kurantdaler 
raised in 1808 was to be repaid with a larger number 
of rigsbankdaler than debt raised in 1812 for the same 
amount in kurantdaler. 

With the currency reform, government debt in kurant-
daler was to be converted at the same exchange rate 
as banknotes (6:1) if the creditor called in the debt 
immediately. If a creditor was willing to declare his 
government bonds as interminable and accept a tem-
porary interest rate cut, the debt was converted 1:1.

Hansen, Leo (1985), Danmarks officielle Pengesedler 
1713-1983 (Denmark’s official banknotes 1713-1983 – 
in Danish only), Dansk Numismatisk Forening.

Hansen, Svend Aage (1972), Danske penge gennem 
tiderne (Danish money through the ages – in Danish 
only), in: Mette Koefoed Bjørnsen and Evan Bogan 
(eds.), Penge, Politikens Forlag.

Hansen, Svend Aage (1969), Kreditmarkedsstatistik 
(Credit market statistics – in Danish only), Statistics 
Denmark Statistical Inquiries, No. 24.

Hansen, Svend Aage (1990), Pengereformen 1813 
– holdninger og vurderinger (The monetary reform 
in 1813 – perspectives and assessments – in Danish 
only), in: Ole Feldbæk and Erik Lund (eds.), Presse og 
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historie. Festskrift til Niels Thomsen, Odense Universi-
tetsforlag, pp. 69-75.

Hoffmeyer, Erik (1960), Strukturændringer på 
penge- og kapitalmarkedet. En studie i anledning af 
sparekassernes 150 års jubilæum (Structural changes 
in the money and capital markets. A study to mark the 
150th anniversary of savings banks – in Danish only), 
Sparevirkes Forlag.

Olsen, Erling (1962), Danmarks økonomiske historie  
siden 1750 (An economic history of Denmark since 
1750 – in Danish only), Gads Forlag.

Wilcke, J. (1929), Specie-, Kurant- og Rigsbankdaler. 
Møntvæsenets sammenbrud og genrejsning 1788-1845 
(Speciedaler, kurantdaler and rigsbankdaler. The col-
lapse and recovery of the currency system 1788-1845 
– in Danish only), Gads Forlag.

Establishment of Danmarks Nationalbank in 1818  
and its activities in the first half of the 19th century
Danmarks Nationalbank (Nationalbanken in Kjøben-
havn) was born in 1818 by a restructuring of Rigs-
banken. The aim was to restore people’s trust in the 
monetary system in the wake of the period of high in-
flation and the massive government finance problems 
during the Napoleonic Wars. 

Danmarks Nationalbank was to continue Rigsbanken’s 
work of reducing the circulation of banknotes to en
able a price increase up to the official silver value. The 
instrument applied was a restrictive lending policy. 
This meant that the banknotes received as repayment 
of loans were not just paid out again as new loans. 
Moreover, Danmarks Nationalbank’s earnings were 
used to reduce the circulation of banknotes. The 
banknotes related to the earnings were not just used 
automatically to buy e.g. securities; but were cancelled 
instead, causing Danmarks Nationalbank’s equity  
to rise. It took many years to restore the monetary 
system.

Hansen, Svend Aage (1960), Pengevæsen og kredit 
1813-1860 (Monetary system and credit 1813-1860 – in 
Danish only), Forlaget Arnkrone.

Hansen, Svend Aage and Knud Erik Svendsen (1968), 
Dansk pengehistorie 1700-1914 (Monetary history of 
Denmark 1700-1914 – in Danish only), Danmarks Na-
tionalbank.

Johansen, Hans Chr. (1994), Danish banking history, in: 
Sabine Freitag and Manfred Pohl (eds.), Handbook on 
the History of European Banks, Edward Elgar, pp. 97-
131.

Rubow, Axel (1918), Nationalbankens historie 1818-
1878 (History of Nationalbanken i Kjøbenhavn 1818-
1878 – in Danish only), Nationalbanken i Kjøbenhavn.

An international perspective on  
the establishment of Danmarks Nationalbank  
– the history of other central banks
Danmarks Nationalbank was established in 1818, 
which makes it one of the oldest existing central banks 
in the world. The oldest one is Sveriges Riksbank, 
established in 1668, followed by the Bank of England, 
which is from 1694. The central banks of Finland, the 
Netherlands, Norway and Austria were all established 
in the years 1811-16. Most central banks in the world 
did not come into being until the 20th century, includ
ing the Federal Reserve in the USA, which was estab-
lished in 1913. One of the most recent – and probably 
best prepared – central banks is the European Central 
Bank (ECB), established in 1998.

Andersen, Steffen E. (2016), The Origins and Nature of 
Scandinavian Central Banking, Palgrave Macmillan.

Antonowicz, Walter, Elisabeth Dutz, Claudia Köpf and 
Bernhard Mussak (2016), Memories of a Central Bank. 
Oesterreichische Nationalbank. Since 1816, Brandstätter.

Deutsche Bundesbank (ed.) (1999), Fifty Years of the 
Deutsche Mark, Oxford University Press.

Edvinsson, Rodney, Tor Jacobson and Daniel Walden-
ström (2018), Sveriges Riksbank and the History of Cen-
tral Banking, Cambridge University Press.

Eitrheim, Øyvind, Jan Tore Klovland and Lars Fredrik 
Øksendal (2016), A Monetary History of Norway, 1816-
2016, Cambridge University Press.

European Central Bank (1998), 10th anniversary of the 
ECB 1998-2008, European Central Bank.

Jobst, Clemens and Hans Kernbauer (2016), The Quest 
for Stable Money. Central banking in Austria 1816-2016, 
Campus Verlag.

Johnson, Roger T. (2010), Historical Beginnings... The 
Federal Reserve, Revised Edition, Federal Reserve Bank 
of Boston.

Jones, Lowell C. (ed.) (2012), The Balance of Power: The 
Political Fight for an Independent Central Bank, 1790 – 
present, 2nd edition, Federal Reserve Bank of Kansas 
City.

Kuusterä, Antti and Juha Tarkka (2011), Bank of Finland 
200 years. Volume I: Imperial cashier to central bank, 
Otava Publications.

Kuusterä, Antti and Juha Tarkka (2011), Bank of Finland 
200 years. Volume II: Parliament’s bank, Otava Publica-
tions.

Lie, Einar, Jan Thomas Kobberrød, Gjermund F. Rogn-
ved and Eivind Thomassen (2016), Norges Bank 1816-
2016 (in Norwegian only), Fagbokforlaget.
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Mikiver, Ann-Leena and Gunnar Wetterberg (2018), 
Sveriges Riksbank – a 350-year journey, Sveriges Riks-
bank.

Scheller, Hanspeter K. (2006), The European Central 
Bank. History, Role and Functions, 2nd revised edition, 
European Central Bank.

Swiss National Bank (2007), The Swiss National Bank 
1907-2007, Neue Zürcher Zeitung Publishing.

Wetterberg, Gunnar (2009), Money and Power. From 
Stockholms Banco 1656 to Sveriges Riksbank today,  
Atlantis.

Central banking issues related to the Danish  
Monarchy (Norway, Schleswig-Holstein and Iceland)
Denmark and Norway were in a personal union until 
the Peace Treaty of Kiel in 1814. The separation of 
Denmark and Norway reduced the circulation area for 
the new rigsbankdaler, impacting both Rigsbanken’s 
issuance of banknotes and the size of the bank mort-
gage.

Eitrheim, Øyvind and Jan F. Qvigstad (eds.) (2005), Til-
bageblikk på norsk pengehistorie. Konferanse 7. juni 
2005 på Bogstad gård (A Norwegian monetary history 
in retrospect. Conference on 7 June 2005 at Bogstad 
gård – in Norwegian only), Norges Bank Occasional 
Papers, No. 37.

Hansen, Svend Aage and Knud Erik Svendsen (1968), 
Dansk pengehistorie 1700-1914 (Monetary history of 
Denmark 1700-1914 – in Danish only), Danmarks Na-
tionalbank.

Rubow, Axel (1918), Nationalbankens historie 1818-
1878 (History of Nationalbanken i Kjøbenhavn 1818-
1878 – in Danish only), Nationalbanken i Kjøbenhavn.

The duchies of Schleswig and Holstein were attached 
to the Danish monarchy until Denmark’s defeat in 
the Second Schleswig War in 1864. Since 1788, the 
duchies had had their own banknote-issuing govern
ment bank, Den Slesvig-Holstenske Speciesbank, 
which was subject to tight lending rules and obliged 
to convert its banknotes to silver. It managed to 
maintain the value of its banknotes relative to silver 
throughout the entire period until the monetary re-
form in 1813, which was taken into account in the 
cash changeover that was part of the reform. How
ever, there was some scepticism in the duchies about 
the restructuring of the Danish currency system. Dan-
marks Nationalbank opened a branch in Flensburg in 
1844. After the defeat in the war of 1864, Schleswig 
and Holstein were no longer part of the Danish cur-
rency area, although the branch in Flensburg con
tinued its retail banking activities. It was acquired by 
Union-Bank in 1939. In 1920, North Schleswig was 
reunited with Denmark after a referendum in accord
ance with the Treaty of Versailles.

Hansen, Svend Aage (1982), Pengene og grænsen 
(The money and the border – in Danish only), Pluk fra 
forskning i Sønderjylland, No. 1, pp. 35-43.

Hansen, Svend Aage and Knud Erik Svendsen (1968), 
Dansk pengehistorie 1700-1914 (Monetary history of 
Denmark 1700-1914 – in Danish only), Danmarks Na-
tionalbank.

Hornby, Ove (1975), Striden om Filialen. Banksagen 
i hertugdømmerne Slesvig og Holsten ca. 1840-1860 
(The branch conflict. The bank case in the Duchies of 
Schleswig and Holstein circa 1840-1860 – in Danish 
only), Th. Laursens Bogtrykkeri.

Rubow, Axel (1918), Nationalbankens historie 1818-
1878 (History of Nationalbanken i Kjøbenhavn 1818-
1878 – in Danish only), Nationalbanken i Kjøbenhavn.

Sørensen, Anders Ravn (2013), Monetary romanticism: 
nationalist rhetoric and monetary organisation in 
nineteenth-century Denmark, Scandinavian Economic 
History Review, Vol. 61(3), pp. 209–232.

Iceland was part of the Danish currency area until the 
Act of Union between Iceland and Denmark in 1918. 
However, sometimes during this period there were 
banknotes in circulation with special Icelandic features 
or special Icelandic banknotes – similar to the system 
of Faroese banknotes today. Iceland could conduct 
its own foreign exchange policy from 1918. The Ice
landic króna (ISK) was introduced in 1918 on a 1:1 
basis with the Danish krone (DKK). The parity between 
the Icelandic króna and the Danish krone existed until 
the spring of 1922, when the Icelandic króna fell by 
around 25 per cent against the Danish krone. In the 
4th quarter of 1924, the average exchange rate was 
1.09 ISK per DKK. In the autumn of 1925, the Icelandic 
króna was pegged to the pound sterling (GBP) at ISK 
22.15 per GBP. The Icelandic króna was generally stable 
against the pound until April 1939, when it was de-
valued by around 20 per cent (to ISK 27.00 per GBP). 
When World War II broke out, the Icelandic króna was 
pegged to the dollar instead of the pound. Iceland 
and Denmark ceased to be a united monarchy in 1944, 
when the Republic of Iceland was established.

Central Bank of Iceland (2002), The Currency of Iceland. 
Issues and features of Icelandic notes and coins, 2nd 
edition, Central Bank of Iceland.

The West Indies
The Danish-West Indian National Bank was established 
by an Act of 29 March 1904 with a view to creating 
a stable monetary system in the Danish West Indian 
Islands (now the US Virgin Islands) and promoting 
economic development in the Islands. Danmarks Na-
tionalbank and three private banks each contributed 
one fourth of the share capital. Denmark sold its West 
Indian Islands to the USA in 1917. The Danish-West In-
dian National Bank continued operating until the mid-
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1930s. Its right to issue banknotes expired in 1934, 
when the dollar was introduced as the Islands’ cur-
rency. The retail banking activities of the Danish-West 
Indian National Bank ceased in 1935.

Begtrup, Jens Worm (2010), Den Dansk-vestindiske  
Nationalbank 1904-1935 (The Danish-West Indian  
National Bank 1904-1935 – in Danish only), Erhvervs
historisk Årbog, Vol. 59, pp. 183-211.

Danmarks Nationalbank’s head office and branches
Ever since its establishment, Danmarks Nationalbank 
has had its head office in Copenhagen. Previously, it 
had branches in Aarhus (1837-1989), Aalborg (1881-
1972), Nykøbing Falster (1882-1964), Odense (1901-
89) and Kolding (1902-68). The branches played an 
important role in connection with lending and cash 
supply.

Danmarks Nationalbank (2017), The Danmarks Nation-
albank Building, 3rd edition, Danmarks Nationalbank.

Märcher, Michael (2005), ”i Jylland ... findes faa Capi-
talister”. Et studie i det jyske Bank-Contoir i Aarhuus’ 
etablering og virke 1837-1848 (”In Jutland ... there are 
but few capitalists”. A study of the establishment and 
operation of the Jutland bank branch in Aarhus 1837-
1848 – in Danish only), Erhvervshistorisk Årbog, Vol. 54, 
pp. 91-114.

Price stability and central bank  
independence in a historical perspective
Based on historical experience, there is now consen-
sus that the best foundation for stable prices is  
achieved when the central bank is independent. 

Blancheton, Bertrand (2016), Central bank independ
ence in a historical perspective. Myth, lessons and a 
new model, Economic Modelling, Vol. 52, pp. 101–107.

Cukierman, Alex (2008), Central bank independence 
and monetary policymaking institutions – Past, present 
and future, European Journal of Political Economy, Vol. 
24(4), pp. 722–736.
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Extension of the Charter of Danmarks Nationalbank in 
1907 and the Danmarks Nationalbank Act of 1936
Danmarks Nationalbank’s Charter of 1818 was in force 
for 90 years and was extended by another 30 years 
in 1907 with a few minor adjustments. An actual new 
legal basis did not come about until the Danmarks Na-
tionalbank Act of 1936 which is still the legal basis for 
Danmarks Nationalbank’s activities today.

Christensen, Bent (1985), Nationalbanken og forvalt-
ningsret (Danmarks Nationalbank and administrative 
law – in Danish only), Jurist- og Økonomforbundets 
Forlag.

Hartogsohn, S. (1936), Nyordningen af Danmarks Sed-
delbank (Restructuring Denmark’s banknote-issuing 
bank – in Danish only), Nordisk Administrativt Tidsskrift, 
Vol. 17(3), pp. 135-148.

Hansen, Svend Aage and Knud Erik Svendsen (1968), 
Dansk pengehistorie 1700-1914 (Monetary history of 
Denmark 1700-1914 – in Danish only), Danmarks Na-
tionalbank.

Hoffmeyer, Erik and Erling Olsen (1968), Dansk pen-
gehistorie 1914-1960 (Monetary history of Denmark 
1914-1960 – in Danish only), Danmarks Nationalbank.

Rubow, Axel (1920), Nationalbankens historie 1878-
1908 (History of Nationalbanken i Kjøbenhavn 1878-
1908 – in Danish only), Nationalbanken i Kjøbenhavn.

History of central bank objectives and tasks
A central bank’s core task can best be characterised 
as contributing to the provision of public goods in 
the form of stable prices, safe and secure payment 
systems and financial stability. The weighting of the in-
dividual tasks varies across countries and has followed 
economic and political developments over time.

Bernanke, Ben S. (2013), A Century of US Central Ban-
king: Goals, Frameworks, Accountability, Journal of 
Economic Perspectives, Vol. 27(4), pp. 3–16.

Capie, Forrest, Stanley Fischer, Charles Goodhart and 
Norbert Schnadt (eds.) (1994), The Future of Central 
Banking. The Tercentenary Symposium of the Bank of 
England, Cambridge University Press.

Flandreau, Marc (2008), Pillars of globalisation: a his-
tory of monetary policy targets, 1797-1997, in: Andreas 

Beyer and Lucrezia Reichlin (eds.), The Role of Money – 
Money and Monetary Policy in the Twenty-First Century, 
European Central Bank, pp. 208-243.

Goodhart, Charles A. E. (1988), The Evolution of Central 
Banks, MIT Press.

Goodhart, Charles A. E. (2011), The changing role of 
central banks, Financial History Review, Vol. 18(2), pp. 
135-154.

Haldene, Andrew G. and Jan F. Qvigstad (2016), The 
Evolution of Central Banks: A Practitioner’s Perspective, 
in: Michael D. Bordo, Øyvind Eitrheim, Marc Flandreau 
and Jan F. Qvigstad (eds.) (2016), Central Banks at a 
Crossroads: What Can We Learn from History?, Cam-
bridge University Press, pp. 627-671.

Central bank openness and transparency  
in a historical perspective
Recent decades have seen a general evolvement of 
more openness and transparency among the world’s 
central banks. Basically, monetary policy in a country 
with a fixed exchange rate policy is highly transparent, 
because the public can easily check in the daily news 
media whether the fixed exchange rate is adhered to.

Abildgren, Kim (2011), The 50-year history of the 
Monetary Review, Danmarks Nationalbank Monetary 
Review, Vol. 50(2,1), pp. 109-113.

Dincer, N. Nergiz and Barry Eichengreen (2014), Cen-
tral Bank Transparency and Independence: Updates 
and New Measures, International Journal of Central 
Banking, Vol. 10(1), pp. 189-253.

Footman, John and Richard Windram (2010), The his-
tory of the Quarterly Bulletin, Bank of England Quar-
terly Bulletin, Vol. 50(4), pp. 258-266.

Storgaard, Peter Ejler (2002), Exchange-rate regimes 
and transparency, Danmarks Nationalbank Monetary 
Review, Vol. 41(3), pp. 59-69.

The Danmarks Nationalbank 
Act of 1936
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Historical development of prices and inflation
In several countries, it is possible to track price and 
wage developments all the way back to the Middle 
Ages. Inflation was often high in periods of war, as the 
costs of war were financed by printing more money 
and the supply of goods was reduced. If periods of war 
are disregarded, the high inflation in the first three to 
four decades after the end of World War II stands out.

Abildgren, Kim (2010), Consumer prices in Denmark 
1502-2007, Scandinavian Economic History Review, Vol. 
58(1), pp. 2-24.

Abildgren, Kim (2017), Trends in real wages in Den-
mark since the Late Middle Ages, Historical Methods, 
Vol. 50(2), pp. 67-78.

Delong, J. Bradford (2000), America’s Historical Experi
ence with Low Inflation, Journal of Money, Credit and 
Banking, Vol. 32(4,2), pp. 979-993.

Edvinsson, Rodney and Johan Söderberg (2011), A 
Consumer Price Index for Sweden, 1290–2008, Review 
of Income and Wealth, Vol. 57(2), pp. 270-292.

Kærgård, Niels (1991), Den danske løn-prisudvikling 
1904-1970 (Danish wage-price developments 1904-
1970 – in Danish only), Chapter 13 in: Niels Kærgård 
(1991), Økonomisk vækst. En økonometrisk analyse af 
Danmark 1870-1981 (Economic growth. An econom
etric analysis of Denmark 1870-1981 – in Danish only), 
Jurist- og Økonomforbundets Forlag, pp. 315-350.

MacFarlane, Helen and Paul Mortimer-Lee (1994), In-
flation over 300 years, Bank of England Quarterly Bulle-
tin, Vol. 34(2), pp. 156-162.

Qvigstad, Jan F. (2005), 500 years of price history: Price 
stability is the norm. What distinguishes the abnor-
mal?, Norges Bank Staff Memo, No. 7.

Schuppli, Pascal and Roman Studer (2008), Deflating 
Swiss Prices over the Past Five Centuries, Historical 
Methods, Vol. 41(3), pp. 137-153.

Hyperinflation in Germany in the early 1920s
History has witnessed many examples of how monet
ary financing of government budget deficits has led 
to high inflation. One of the most famous examples is 
the hyperinflation in Germany in the early 1920s, when 
money almost lost its value. A currency reform was 

implemented at the end of 1923 as part of the battle 
against inflation in Germany, and no less than 12 zeros 
were removed from the banknotes.

Bresciani-Turroni, Constantino (1937), The Economics 
of Inflation. A Study of Currency Depreciation in Post-
War Germany, G. Allen & Unwin.

Hetzel, Robert L. (2002), German Monetary History in 
the First Half of the Twentieth Century, Federal Reserve 
Bank of Richmond Economic Quarterly, Vol. 88(Winter), 
pp. 1-35.

Holtfrerich, Carl-Ludwig (1980), Die deutsche Inflation 
1914-1923: Ursachen und Folgen in internationaler Per
spektive, Walter de Grynter.

Humphrey, Thomas M. (1980), Eliminating Runaway 
Inflation: Lessons from the German Hyperinflation, Fe
deral Reserve Bank of Richmond Economic Review, July/
August, pp. 3-7.

Sargent, Thomas J. (1986), Rational Expectations and 
Inflation, Harper & Row.

Schacht, Hjalmar (1927), Die Stabilisierung der Mark, 
Deutsche Verlags-Anstalt Stuttgart.

Sommariva, Andrea and Giuseppe Tullio (1987), Ger-
man Macroeconomic History 1880-1979: A Study of the 
Effects of Economic Policy on Inflation, Currency Depre-
ciation, and Growth, Macmillan.

Webb, Steven B. (1989), Hyperinflation and Stabiliza-
tion in Weimar Germany, Oxford University Press.

Hyperinflation in Zimbabwe in the 2000s
Zimbabwe is the most prominent example of hyper
inflation in the 21st century. Annual inflation in Zim-
babwe reached 89.7 sextillion per cent during 2008, 
meaning that prices doubled in less than 25 hours.

Hanke, Steve H. and Alex K. F. Kwok (2009), On the 
Measurement of Zimbabwe’s Hyperinflation, Cato Jour-
nal, Vol. 29(2), pp. 353-364.

Deflation in a historical light
Deflation is when prices in general fall year after year. 
Like high inflation, persistent deflation may have ser
ious economic implications.  

Low inflation for 200 years  
– with a few exceptions
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Bordo, Michael and Andrew Filardo (2004), Looking 
back at the international deflation record, North Ameri
can Journal of Economics and Finance, Vol. 15(3), pp. 
287-311.

Bordo, Michael and Andrew Filardo (2005), Deflation 
and monetary policy in a historical perspective: re-
membering the past or being condemned to repeat 
it?, Economic Policy, Vol. 20(44), pp. 800-844.

Borio, Claudio, Magdalena Erdem, Andrew Filardo 
and Boris Hofmann (2015), The costs of deflations: a 
historical perspective, BIS Quarterly Review, March, pp. 
31-64.

Index-linked bonds
In 1974, in the light of the higher inflation, a working 
group was established to look into the pros and cons 
of inflation-indexed savings and funding. Danmarks 
Nationalbank participated in this working group, 
which submitted its report in 1975 (”Redegørelse fra 
arbejdsgruppen vedr. indeksering af pengefordringer 
december 1974” (Report by the working group on 
indexation of monetary claims December 1974 – in 
Danish only), betænkning (Report) No. 732). In 1982, 
mortgage banks were allowed to grant index-linked 
loans based on issuance of index-linked bonds, the 
outstanding debt of which was increased by the rate 
of inflation, resulting in a real yield on these bonds. 
However, index-linked loans never came to constitute 
any significant share of home financing in Denmark. 
Index-linked loans were introduced at a time when an-
nual inflation was around 10 per cent and bond yields 
around 20 per cent, but both inflation and long-term 
yields fell substantially over the next decade. In a low-
inflation economy, the need for inflation hedging was 
less pronounced among both borrowers and invest
ors. In 2012, the Danish central government began to 
issue inflation-indexed bonds, but only to a limited 
extent.

Andersen, Jens Verner and Jacob Gyntelberg (1999), 
Index-linked mortgage bonds, Danmarks Nationalbank 
Monetary Review, Vol. 38(1), pp. 49-60.

Ølgaard, Anders (1975), Finansiering under inflation 
– indekslån og andre løsningsmuligheder (Funding 
during inflation – index-linked loans and other pos-
sible solutions – in Danish only), Danish Journal of 
Economics (Nationaløkonomisk Tidsskrift), Vol. 113(1), 
pp. 55-59.
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The silver and gold standards before World War I
Danmarks Nationalbank introduced convertibility of 
its banknotes to silver coins in 1845, meaning that 
Denmark joined the silver standard. The Danish Coin
age Act of 1873 replaced the silver-based currency 
system with a gold-based one. Many of Denmark’s 
trading partners also followed the gold standard 
in the late 1800s and early 1900s. During the gold 
standard period, it was possible to move capital 
more or less freely across national borders, and the 
system provided for fixed exchange rates among 
the participating countries. The international gold 
standard system was suspended on the outbreak of 
World War I in 1914.

Bordo, Michael D. and Finn E. Kydland (1995), The 
Gold Standard As a Rule: An Essay in Exploration, Ex-
plorations in Economic History, Vol. 32(4), pp. 423-464.
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