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FINANCIAL STATEMENTS 30.9.2012
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HIGHLIGHTS

Acceptable Q3 and solid 9 month
performance

Income statement still affected by
irregular items

Continued increase of financial
strength

Maintenance of Balance Sheet
continues to be challenging




HIGHLIGHTS

Profitability

Balance

Net earnings

14.5 bn. Profitability

9M 2011: ISK 13.6 bn.

Total assets

|SK 876 bn. Balance

31.12.2011: ISK 892 bn.

Cost-to-income ratio

49.8%

9M 2011:52.2%

CAD ratio

22.5% Asset quality

31.12.2011: 21.2%

Return on equity

15.9%

9M 2011: 17.6%

Total equity

ISK 128 bn.

31.12.2011:I1SK 115 bn.

Loans-to-deposits ratio

126.0%

31.12.2011: 114.6%

LPA ratio

18.1%

31.12.2011: 21.5%

X% Arion Bank



INCOME STATEMENT
9M 2012
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INCOME STATEMENT

9M 2012

Million ISK
Netinterestincome

Net change in valuation
Net commission income
Net financial income
Otherincome

Operating income
Salaries and related cost
Other operating expenses
Net earnings before taxes
Income tax

Bank Levy

Net gain from discontinued operartions, net of tax
Net earnings

Shareholders of Arion Bank
Minority interest

&)1

9M 2012
20.134
479
8.053
1.050
4.643
34.359
-8.813
-8.061
17.485
-3.375
-771
1.198
14.537

14.176
361

9M 2011
16.836
3.759
7.574
2.327
3.477
33.973
-8.221
-7.554
18.198
-3.079
-684
-787
13.648

13.046
602

Diff
3.298
-3.280
479
-1.277
1.166
386
-592
-507
(713)
-296
-87
1.985
889

1.130
(241)

%
20%
-87%
6%
-55%
34%
1%
7%
7%
-4%
10%
13%
n/a
7%

9%
(40%)

X% Arion Bank



INCOME STATEMENT

PER QUARTER 2012

Million ISK

Net interestincome

Net change in valuation
Net commission income
Net financial income
Otherincome

Operating income
Salaries and related cost
Other operating expenses
Net earnings before taxes
Income tax

Bank Levy

Net gain from discontinued operartions, net of tax
Net earnings

Shareholders of Arion Bank
Minority interest

(]

Q32012
6.254
-2.053
2.715
869
1.637
9.422
-2.644
-2.586
4.192
-462
-261
-181
3.288

3.124
164

Q2 2012
7.666
2.608
3.002

-1.248
2.054
14.082
-3.124
-2.718
8.240
-1.852
-242
652
6.798

6.741
57

Q12012
6.214
-76
2.336
1.429
952
10.855
-3.045
-2.757
5.053
-1.061
-268
727
4.451

4.311
140

X% Arion Bank



INCOME STATEMENT

CORE INCOME

-1.431

786
-2.118
- 1.619 I
Net earnings Net effect Net effect Profit from Net valuation Tax effect Net earnings from
9M 2012 of real estate of assets sales of overtaken changes of changes Core operations
companies held for sale companies on loans 9M 2012
Key ratios from Core income
Return on equity Net interest margin Cost-to-income ratio Cost-to-total assets ratio
1% 11,9% 539%  52,8%  51,3%
11,2%
3,5% 3,6% 3,6%
2011 1H 2012 9M 2012 2011 1H 2012 9M 2012 2011 1H 2012 9M 2012 2011 1H 2012 9M 2012

X% Arion Bank



NET INTEREST INCOME

Net interest income and net interest margin from Q3 2010 — Q3 2012 (ISK bn.)

7,7
6,6
6,1 59 ‘5 5.7 6,2 . 6,3
34 [ ] I 1 -] -
' 3,8% 3,8%

Q3-10 Q4-10 Q1-11 Q2-11 Q3-11 Q4-11 Q1l-12 Q2-12 Q3-12

I Net interest income Net interest margin (%)

Interest from Q3 2010 — Q3 2012 (ISK bn.) CPl imbalance & inflation from Q3 2010 — Q3 2012

Interest income Interest expense CPl imbalance Inflation

49 50

2,7%

17 0
1 % 1,8%
12 11 11 13 11 12 11 9 @ 17 18 18 17 14 b 1,7% o
-I-I-I-I-I-I-I]-I- .6 I8 2 I7 55 II 5 08%,

g% -04%
Q3-10 Q3-11 Q3-12 Q3-10 Q3-11 Q3-12 Q3-10 Q3-11 Q3-12 -10 Q3-11 Q3-12

8 X% Arion Bank



NET COMMISSION INCOME

Net commission income from Q4 2010 — Q3 2012 (ISK bn.)

6,0
5,0
4,0

3,0 2.7 2,5 2,6 2,5

2,0

1,0

3,1
2,3

3,0

0,0
Q4-10 Q1-11 Q2-11 Q3-11

Q4-11 Q1-12

Q2-12 Q3-12

Net commission income by type from Q4 2010 — Q3 2012 (ISK bn.)

Asset management Cards

13121212 ggg, g 13

0,8
0,6 06 0,6 0.7 06

0,4

0,5

Q4-10 Q3-11 Q3-12 Q4-10 Q3-11 Q3-12

Collection, payment services,
lending and guarantees

0,6
05 g4 920505

04 0,4 I

Q4-10 Q3-11 Q3-12

Other commission

0,6
0,5 0,5

03 0,3 032

0,0

0,3
Q4-10 Q3-11 Q3-12

X% Arion Bank



NET FINANCIAL INCOME

Net financial income from Q4 2010 — Q3 2012 (ISK bn.)

4,0 3,5
3,0
2,0
1,0
0,0

-1,0

2,0

3,0

0,9

Q310 Q111

Q211 Q112 Q312

'410 '3,6

Movement of the Icelandic krona (TWI) FX imbalance from Q3 2010 — Q3 2012 (ISK bn.)

235

FX/ISK = Net Real Position

176 17
230 0 158

225
220

106

66
215 43 50

28 29

210
49
SO B PRl B2 RU By

205

31

Q3-10 Q3-11 Q3-12 Q3-10 Q3-11 Q3-12
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OTHER INCOME

Other income from Q3 2010 — Q3 2012 (ISK bn.)

3,0

2
,5 2,0 2,1

2,0 1,7 1,6

1,5 1,2 1,1 1,2 1,2

0,9
1,0

0,5

Q310 Q410 Q111 Q211 Q311 Q411 Q112 Q212 Q312

Other income by type from Q3 2010 — Q3 2012 (ISK bn.)

Income from investment properties Income from insurance Other income

1,7

0,9
0,4 04 o4 03
02 02 0,2 02 0,2 0,22 0,2 0,2 0,2 0,2 ’ 0,2
Q3-10 Q3-11 Q3-12 Q3-10 Q3-11 Q3-12 Q3-10 Q3-11 Q3-12
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OPERATING EXPENSES

Total operating expenses from Q4 2010 — Q3 2012 (ISK bn.)

8,0
7,0 6,2

5,0 —
4,0
3,0
2,0
1,0

Q4 10 Q111 Q211 Q311 Q411 Q112 Q212 Q312

Operating expenses from Q4 2010 — Q3 2012 (ISK bn.) Cost-to-income from Q4 2010 — Q3 2012

Salaries and related cost Other operating expense Cost-to-income ratio (%)
Income without net valuation change

3,2
3,0 3,0 31 ’
2 05 28 2827 256

29 5729 27

2,6

53,0 53,3 53,1
48,7 51,8 51,8 50,9 45,6

Q4-10 Q3-11 Q3-12 Q4-10 Q3-11 Q3-12 Q4-10 Q3-11 Q3-12

o 38X Arion Bank



BALANCE SHEET
30.9.2012

18X Arion Bank




BALANCE SHEET

TOTAL ASSETS
Billion ISK 30.09.12 30.06.12
Cash & balances with CB 16 16
Loans to credit institutions 88 72
Loans to customers 572 579
Financial assets 138 147
Investments properties 28 28
Non current assets & disp.groups HFS 14 16
Other assets 20 21
Total assets 876 880

Total loans (ISK bn.)

631 650 651

Q1-10 Q4-10

B | oans to Customers

Q4-11
B Loans to Credit Institutions

14

660

Q3-12

Diff%

31.12.11 Diff%
-2% 29 -45%
23% 69 27%
-1% 562 2%
-6% 158 -13%
-1% 27 4%
-16% 24 -43%
-6% 24 -16%
(73 892 -2%

Total assets (ISK bn.)
846 842 820 gi13 g0z gos 823 o2 899 880 876

Q1-10 Q4-10 Q4-11

Q3-12

X% Arion Bank



BALANCE SHEET

TOTAL LIABILITIES AND EQUITY

Billion ISK 30.09.12 30.06.12 Diff% 31.12.11 Diff%
Due to credit institutions & CB 16 21 -21% 16 2%
Deposits from customers 454 445 2% 490 -7%
Non current liab. & disp.groups HFS 3 4  -36% 5 -46%
Other liabilities 49 60 -17% 47 5%
Borrowings 192 193 0% 187 3%
Subordinated loans 33 32 1% 32 1%
Equity 128 125 3% 115 12%

Total liabilities and equity

Total deposits (ISK bn.) Total equity (ISK bn.)

614 01
583 554 541 542

97 102 103 110 113 117 121 115 119 125 128

AN EENENEEEENE

Q1-10 Q4-10 Q4-11 Q3-12 Q1-10 Q4-10 Q4-11 Q3-12

B Deposits from customers B Due to credit institutions & CB

15 38X Arion Bank



ASSET QUALITY

WELL DIVERSIFIED LOAN PORTFOLIO AND ASSET QUALITY IMPROVING

Loans to customers by sector 30.9.2012

) Other
Constructions gernices
Business 1% 3%

services
5%
Fishing &
Agriculture
9%

Individuals

Wholesale & 41%

Retail
11%

Manufacturing &
Other industry
8%

Finance & -
Insurance €a ostate
11% 11%

16

Loan Portfolio Analysis (LPA ratio)

B Performing

B Performing
after
restructuring

= Non-
performing

Q4-10 Q4-11 Q3-12

X% Arion Bank



FUNDING

NO SIGNIFICANT REDEMPTION OF LONG-TERM FUNDING

Long-term funding

200 Maturity of long-term funding (ISK bn.)
Strong funding profile

®" No significant redemption of long-term funding 160
until 2020

120
v’ Both in FX and ISK

® Continued issuance of covered bonds 80

" The bank’s aim is to seek international funding in
40

the future

2012 2013 2014 2015 2016 2017 2018 2019 2020 >2020

Short-term funding (total deposits )

Increased focus on term deposits Term
Term deposits
= Successfully increased term deposits deposits
= Actively engaged in offering term deposits products on
i Demand on
to clients Demand
30.9.2012 31.12.2011

. 38X Arion Bank



LIQUIDITY

THE BANK EXCEEDS REGULATORY LIQUIDITY REQUIREMENTS

Deposit coverage ratio

Cash ratio (%)

112 16,0 16,0 16,0 15,3 13,9 14,5 17,7

Q4-10 Q3-11 Q3-12

BN Cash ratio === FEME requirements (5%)

Secured Liquidity ratio (%)

360 350 360 347

Q4-10 Q3-11 Q3-12

I Secured Liquidity ratio === FME requirements (20%)

18

2%

454

30.9.2012

506

9%

Deposits from customers by stickiness rating (ISK bn.)

Capital controls
7 Resolution process
M |nvestors
M Legal entities
B Retail individuals
M |egal entities with BR*

M Retail individuals with BR*

31.12.2011

* BR = business relationship

X% Arion Bank
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KEY FINANCIAL INDICATORS

Return on equity (ROE)
Return on assets (ROA)

Net interest margin (int.bearing assets)
Net interest margin (total assets)

Cost-to-Income ratio
Cost-to-Total assets ratio
Effective tax rate

CAD ratio
Tier 1 ratio

LPA ratio
RWA / Total assets

Loans to deposits ratio
Secured liquidity ratio
Cash ratio

The Group’s average number of employees

The Group’s employees
The Parent company’s employees

20

9M 2012
15,9%
2,2%

3,3%
3,0%

49,8%
2,5%
19,3%

22,5%
17,7%

18,1%
77,1%

126,0%
30,6%
17,7%

1.160
1.177
936

2011
10,5%
1,4%

3,4%
2,9%

52,5%
2,7%
20,1%

21,2%
16,4%

21,5%
74,5%

114,6%
34,7%
15,3%

1.217
1.158
858

9M 2011
17,6%
2,3%

3,2%
2,8%

52,2%
2,6%
16,9%

21,8%
17,0%

27,9%
80,3%

86,8%
36,0%
16,0%

1.244
1.168
870

3% Arion Bank
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DISCLAIMER

® This document has been prepared for information purposes only and should not be relied upon, or form the
basis of any action or decision, by any person. Nothing in this document is, nor shall be relied on as, a promise
or representation as to the future. In supplying this document, Arion Bank does not undertake any obligation to
provide the recipient with access to any additional information or to update this document or to correct any
inaccuracies herein which may become apparent.

® The information relating to Arion Bank, its subsidiaries and associates and their respective businesses and
assets contained in, or used in preparing, this document has not been verified or audited. Further, this
document does not purport to provide a complete description of the matters to which it relates.

= Some information may be based on assumptions or market conditions and may change without notice.
Accordingly, no representation or warranty, express or implied, is made as to the fairness, accuracy,
completeness or correctness of the information, forecasts, opinions and expectations contained in this
document and no reliance should be placed on such information, forecasts, opinions and expectations. To the
extent permitted by law, none of Arion Bank or any of their affiliates or advisers, any of their respective
directors, officers or employees, or any other person, accepts any liability whatsoever for any loss howsoever
arising from any use of this document or its contents or otherwise arising in connection with this document.

= By accepting this document you agree to be bound by the foregoing instructions and limitations.
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