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Disclaimer

This material has been prepared for professional investors. islandsbanki hf. (ISB) when preparing this report has not taken into

I 002dzy G Fyeé 2yS OdzaG2YSNXA LI NUAOdzZE I NI Ay@dSaildyYSyid 2062SC
opinions and recommendations herein are not intended to represent recommendations of particular investments to particular
customers. All securities' transactions and/or investment transactions involve risks, which include (among others) the risk of
adverse or unanticipated market, financial or political developments and, in international transactions, currency risk. Due care

and attention has been used in the preparation of this forecast information. However, actual results may vary from their

forecasts, and any variation may be materially positive or negative. Forecasts, by their very nature, are subject to uncertainty

and contingencies, many of which are outside the control of {SB.

ISB cannot guarantee that the information contained herein is without fault or entirely accurate. The information in this
material is based on sources that iSB believes to be reliable. iSB can however not guarantee that all information is correct.
Furthermore, information and opinions may change without notice. iSB is under no obligation to make amendments or changes
to this publication if errors are found or opinions or information change. {SB accepts no responsibility for the accuracy of its
sources.

[SB is the owner of all works of authorship including, but not limited to, all design, text, sound recordings, images and
trademarks in this material unless otherwise explicitly stated. The use of {SB's material, works or trademarks is forbidden
without written consent except were otherwise expressly stated. Furthermore, it is prohibited to publish material made or
gathered by {SB without written consent.
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Heritage in banking since 1904
First privately owned bank in Iceland

. NatlyRaolyl1AQa R2YSadiA0O RS@S
A Has served Icelandic industry, commerce
and households since 1904

islandsbanki
est.1904

A Historically the Bank has led domestic

Fisheries Bank

consolidation and is well positioned to Fisheries Investment Fund est. 1030
take part in future consolidation Industrial Bank of Iceland
. " Lo T Industrial Loan Fund est.
I Opportunities f(_)r con_solldatlon re-emerging in 03 celand Bank of Commerce
current domestic environment est. 1961
I Over-branched market Industrial Developm. Fund Union Bank
est.1970 est.1970
A islandsbanki re-established 15 October gthAlgge?rgerofseov-funds> islflrllggganki (merger of 4 commercial banks)
. . . est.
2008 after the collapse of Glitnir Bank '
i Islandsbanki took over domestic assets and fslf‘”z%%%a”k' FEA
liabilities e ey S

i Valuation of assets finalised in September 2009 | International expansion 2004 - 2007

islandsbanki ~>/

est. 2008 islandsbanki




Organisational chart
Experienced management team

Board of Directors

CEO

Birna Einarsdéttir

Retail Banking Corporate Banking Wealth Management Markets
Una Vilhelm M. Stefan Johannes
Steinsdottir Thorsteinsson Sigurdsson Baldursson

General counsel Human Resources Marketing

Internal audit
Agust Hrafnkelsson

CFO Risk & Credit

Sigran Ragna
Olafsdottir

Corporate Communication

Control
NN

Compliance
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Strategic initiatives and milestones since October
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[slandsbanki

Focus on building employee confidence and the trust of customers and creditors

A Major challenges to deal with

I Regaining Trust: How do we rebuild the trust in the financial
system and place islandsbanki as the most trustworthy player?

I Distressed Customers : How do we work with distressed
companies and individuals & provide solutions that work?

I Internal issues: How do we make sure our people are focused
and motivated?

I Balance Sheet: Finalise valuation of assets and completing
negotiations between Glitnir Bank and the government

A New business plan and vision
i Allemployees were invited to participate in a strategy session
A Over 550 employees participated
I 5year business plan and a new model are in place
I Role, strategy & vision for the bank developed and approved

Timeline of key strategic activities

November 2008
FME publishes a pro forma
Balance sheet

February 2009
Name changed to
Islandsbanki

August 2009

Agreement between the
government and creditors
presented

15 October 2009
Creditors acquire 95% of
share capital in
Islandsbanki

28 April 2010
First full year results
published

October 2008
ISB commences operation

January 2009
All employees attend a
strategic session

June 2009
Business plan and future
vision presented

14 August 2009
Capitalisation of the bank
by Icelandic Government

25 January 2010
First AGM of the Bank.

New Board of

Directors elected
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Income Statement e
1 January ¢ 31 December 2009

A Net interest Income:

ISK m 2009 H2 2009 H1 2009 ¢ 61% higher HoH mainly due to lower costs of funding

- - A i -i link [
Netinterest income 3eBa 19753 1223l O Aeerageinterest rates on nonindesed nked deposis decreases
Net fee & commission income 7,061 3,450 3,611
Other income 3,046 2,136 911 A Net foreign exchange:
Net foreign exchange 10,852 693 10,159 ¢ Largely due to gain on FX imbalance, mainly in H1
Revised estimated future cash flows from loans 18,419 16,105 2,314
Impairment 26,326 -14,887  -11,439 A Revised estimated future cash flows from loans:
Operating income 45,036 27,249 17,786 C ISK 18.4bn is upside due to revaluation of the acquired portfolio
Salaries and related expenses -8,036 -3,912 -4,124 G Thereof, realised recovery of loans is ISK 4.7bn
Other operating expenses -8,077 -4,284 -3,793
Administrative expenses -16,113 -8,196 -7,918 A Impairment:
Profit (loss) from associates 263 128 391 C ISK7.9bnis |mpa|rment of FX gain for FX-denominated loans to

fit bef borrowers with ISK income
Profit before tax 28,660 19,182 9,478 C ISK 0.5bn is due to portfolio provisions on new loans
Income tax -4,678 -3,306 -1,372 ¢ ISK 16.1bn is downside due to revaluation of the acquired portfolio
Net Profit 23,982 15,876 8,106 G ISK 1.8bn is other specific impairments and write offs
Core cost/income ratio 41.3% 35.3% 50.0% A Ratios:
Net Interest margin 4.7% 5.4% 3.5% C Core cost / income ratio: Administrative expenses / NIl + NFCI
ROE 30.0% 37.7% 22.4%
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Balance Sheet islandsbanki

Consolidated - 31 December 2009
Asset split ¢ 315t December 2009

(ISK m) 31/12/2009 31/12/2008

Cash and balances with Central Bank 38,743 20,842 %Zf;nigg other

Bonds and debt instruments 66,701 34,067 with CB 5%

Shares and equity instruments 2,250 2,535 Bondsand o

Loans to banks 87,416 28,320 instrgf;:ents

Loans to customers 489,611 484,933

Investments in associates 827 651 \

Investment property 2,056 1,679

Property and equipment 1,771 1,675 LBZSEQO

Non-current assets held for sale 19,014 2,154 12%

Share subscription 0 66,512

Other assets 8,952 14,636 Loansto
Total Assets 717,342 658,003 o
Depos?ts from Central Bank 28 53,153 Liability Sp|it C 315t December 2009
Deposits from banks 139,064 103,400

Deposits from customers 339,659 336,695 ’ e?bﬁ?li[es

Debt issued and other borrowed funds 69,190 67,315 7%

Subordinated loans 24,843 0 Borrowings

Current tax liabilities 4,807 377 13%

Non-current liabilities held for sale 16,905 1,285

Other liabilities 30,743 27,748

Total Equity 92,104 68,030

Total Liabilities and Equity 717,340 658,003 Ef;}i/[y

Tier one ratio 15.6% 13.1%

Capital ratio 19.8% 13.1% Deposits
Deposit/Loan ratio 83.0% 96.1% Deposty from
Customer deposits / Customer loans ratio 69.4% 69.4% from banks

customers
47% 7
20%
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Deposits largest funding source .
Increased volume after October 2008

A High deposit rates and state guarantee attractive to A In the short-term the deposit base is assumed to remain
investors fairly stable

A customers with deposits below ISK 50 million comprise ¢ The Bank is well prepared to meet unexpected outflow of deposits

approximately 1/3 of the total deposit base

Deposit overview i total deposits ISK 480 billion at year end 200971 31.12.2009

Counterparty composition Currency composition

Government and

Foreign currencies
19%

Central bank and
other banks
29%

Companies
38%

ISK CPI-linked
12%

ISK non CPI-linked

69%

Individuals
31%




{ ~=
Islandsbanki’s Board of Directors
Independent board with wide experience from international financial markets

Fridrik Sophusson, Chairman of the board

An Icelandic national, has nearly forty years' wide-ranging
experience in fiscal policy making, management and public
service in Iceland. He served as an MP for a period of twenty
years from 1978 to 1998. He held the position of Minister of
Industry and Energy 1987 - 1988 and Minister of Finance from
1991 - 1998. Mr. Sophusson was appointed the CEO of The
National Power Company, in 1999 and held that position for

almost 11 years

Neil Graeme Brown

A British national, has extensive
experience of finance and
restructuring of international
businesses. Among positions
held by Mr. Brown are head of
buyouts and financial services
at Apax Partners and partner at
Coopers & Lybrand (now PwC)

RaymondJ.Quinlan

A US national, worked for Citigroup,
Inc. and its subsidiaries for over
three decades where he variously
served as manager, chairman and
CEO at among others their retail
financial services business in North
America, M&A execution for all
Citigroup businesses, the
International Cards Division, the
Global Transaction Service Group as
well as Analytics for the Global
Corporate Bank

John E. Mack, Vice Chairman

A US national, Corporate Executive
Officer and CFO of Shinsei Bank from
2002 - 2005. He spent 27 years
working for Bank of America. Has
specific experience in corporate
work-outs and problem loans
through his former role as director of
Strategic Solutions, Inc

Arni Témasson

An Icelandic national. Began his
work in accounting in 1979 and has
worked in bank and financial
institution auditing since 1985. Mr.
Témasson was appointed chairman

2F DfAGYANWa wSazft

in October 2008 apdAhas led the
O2YYAGUESSWa 62N

Marianne @kland

A Norwegian national, currently
holds the position of Managing
Director of Avista Partners. Ms.
@kland has spent most of her
career in banking dealing with
debt financing in various positions
at JP Morgan and UBS

Martha Eiriksdottir

An Icelandic national, currently an
independent project manager. Has
wide range of experience holding
various important positions in
Iceland and Europe. She was

Y Yappdinie t8 the Board of Directors

of islandsbanki in February 2009
Slie Avas &airman of the board of
Kreditkort 2008-2009 and has been

amember of the board of

Icelandair Group since 2006
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Clear ownership and experienced Board of Directors

GLB Holding
Equity ISK 96,5bn

ISBHolding (100%) SAT Holding100 %) AskarCapital(55,6%) Other
Equity ISK 72,4bn ! Equity ISK 2,8bn Equity 7,3bn Equity ISK 0,3bn

! islandsbank{95%) ! Sjovag1%
i Equity ISK 95,7bn i Equity ISK 16,5bn

______________________________
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Key figures
Total assets Loan book Equity
750 - 741 700 1 100 H
717 598 577 90 A
600 +
493 513 80 A
700 A 500 A 70 A 65
5 °°8 £ 400 A £ 60 1
v 650 A 631 x ¥ 50 A
2] @ 300 A 2] 40 A
600 - 200 T 30 1
100 20
10 A
550 - 0 A 04
15.10.2008  31.12.2008  30.06.2009  31.12.2009 15.10.2008  31.12.2008  30.06.2009  31.12.2009 15.10.2008  31.12.2008  30.06.2009  31.12.2009
Capital Ratio Loan / deposit ratio Return on equity
19.8% 35% 1
20% - i 120% - 0% 30.0%
100% b
100% 1 °c 92% % - 22.5%
15% 12.6% 13.1% 13.4% 25% 5%
80% 20% A 17.2%
10% A 60% A 15% -
40% A oy
506 - 10%
20% 5% 7
0% - T T T 0% - 0% -
15.10.2008 31.12.2008 30.06.2009 31.12.2009 15.10.2008 31.12.2008 30.06.2009 31.12.2009 15.10.2008* 31.12.2008 30.06.2009 31.12.2009

* date of opening balance sheet,




