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Arion Bank — Q4 2023 and the full-year 2023 results

Financial highlights for Q4 2023

e Arion Bank reports net earnings of ISK 6,224m in Q4 2023, compared with ISK 4,965m in Q4 2022
e Return on equity was 12.7%, compared with 10.6% in Q4 2022

e Earnings per share in ISK of 4.28 in Q4, compared with 3.37 in Q4 2022

e Netinterest margin of 3.1%, the same as in Q4 2022

e Solid quarter for the fee generating businesses, with total fees of ISK 3.9bn

e Core operating income, defined as net interest income, net commission income and insurance service
results (excluding opex of the insurance operation), increased by 2%, compared with Q4 2022

e Cost-to-core income ratio in Q4 was 54.9%, compared with 53.7% in Q4 2022
Financial highlights for the year 2023

e Arion Bank reports net earnings of ISK 25,737m in 2023, compared with ISK 25,958m in 2022
e Return on equity in 2023 was 13.6%, compared with 14.1% in 2022

e Earnings per share in ISK of 17.8 in 2023, compared with 17.4 in 2022

e Net interest margin of 3.1%, the same as in 2022

e Solid year for the fee generating businesses, with total fees of ISK 16.4bn

e Core operating income, defined as net interest income, net commission income and insurance service
results (excluding opex of the insurance operation), increased by 7%, compared with 2022

e Cost-to-core income ratio was 44.7%, compared with 45.0% in 2022
e The balance sheet increased by 4.1% from year-end 2022

e Loans to customers increased by 6.3% during the year. The increase was 8.2% in corporate lending and
4.6% in loans to individuals, mainly mortgages

e Deposits from customers increased by 4.9% in 2023
e The Bank’s capital ratio was 24.1% and the CET1 ratio was 19.7% at the end of December

e The Board proposes a dividend payment of ISK 9.0 per share, equaling around ISK 13bn, net of own
shares

Benedikt Gislason, CEO of Arion Bank

“Arion Group posted solid financial results for 2023 which were in line with our targets. For the third year in
succession, we reached all our key financial targets. Our unique and diverse service offering lays the foundations
for a stable business. In fact, no other financial institution in Iceland offers its customers such a broad spectrum of
financial services as Arion Group. The Bank remains financially robust, and the capital ratio and CETL1 ratio are well
above the requirements made by the Financial Supervisory Authority of the Central Bank of Iceland and Icelandic
law. Liquidity was also very strong at year-end and well above the regulatory minimum. The board of directors of
Arion Bank will propose at the AGM on 13 March that a dividend be paid in accordance with the Bank’s dividend
policy amounting to ISK 9 a share.

The two dominant stories domestically in 2023 were the struggle against high inflation and the seismic activity on
the Reykjanes Peninsula which has created uncertainty around the future of the town of Grindavik. The people of
Grindavik face a great challenge, not knowing when or even whether it will be possible to move back to their town.
In response to this uncertainty, we decided with other financial institutions in November to freeze mortgages in
Grindavik for three months and to waive interest and indexation on the loans for this period. In early 2024, we
extended these measures for a further three months, or until the end of April. By doing this we hope to help alleviate
the concerns the people of Grindavik are experiencing at the moment.



During the year we introduced two new measures to accommodate customers who are experiencing higher loan
repayments as the fixed mortgage rate period comes to an end. Firstly, there is a payment holiday for one month a
year, and secondly there is a so-called payment limit which means that we reduce the interest paid by up to 4
percentage points. The deferred interest payment is then added to the loan principal. This option is ideal for people
who want to lower their monthly repayments but still want non-indexed loans. We have also made a concerted effort
to reach out to this group of customers so we can discuss with them what the available options are.

In 2023 we placed a special focus on gender equality when it comes to investment and wealth. We carefully
analyzed the investment market, and unfortunately it came as no surprise to discover that there is a great disparity
between the men and women in terms of savings, pensions and engagement in the financial market. We have
therefore launched the long-term initiative Women invest whose aim is to promote investment by women. We have
set targets on what we want to achieve over the next few years. The initiative has got off to excellent start and there
has been a full house at the events we have organized so far.

Moody'’s Investors Service rated Arion Bank’s covered bonds for the first time. Arion Bank was assigned an Aa2
long-term rating for its euro-denominated covered bonds. Arion was the first Icelandic bank to issue such bonds
which today are a vital source of funding in the Icelandic financial system. This is the highest rating assigned to an
Icelandic issuer and it is three notches higher than the Icelandic government. This represents an important
milestone which will help to attract new investors in the Bank’s covered bonds.

Brynjolfur Bjarnason, who was first elected to the board of directors at a shareholders’ meeting in November 2014,
and went on to be elected as chairman of the board in March 2019, has decided not to stand for re-election to the
board of directors. This brings to a close an important chapter, and on behalf of the employees of Arion | would like
to thank Brynjélfur for his outstanding and invaluable contribution.”

Brynjolfur Bjarnason, outgoing Chairman of the Board of Directors:

“After having served on the Board of Directors of Arion Bank for a decade, the last five years of which as chairman,
| feel it is the right time to step back. It has been a great privilege to have joined the Bank on its journey, which has
been most eventful over these past 10 years.

Arion Bank has been at the very forefront of introducing digital and convenient financial services in Iceland. The
Bank has greatly expanded its service offering, and there are few banks in Europe which offer as diverse a range
of financial services as Arion Bank and its subsidiaries after insurance became an integral part of the Group’s
services. The Bank has performed well and its balance sheet is robust. Given these strong foundations, | am
convinced that Arion Bank is well equipped to tackle the challenges on the road ahead. | am grateful to the Bank’s
shareholders for their support. | would also like to thank the employees of Arion Bank, the board of directors and
our customers for making our time together such a success.”

The nomination committee of Arion Bank advertised for candidates for the Board of Directors on 4 January
and has extended the deadline for submitting candidacies, if candidates wish to get an assessment from
the nomination committee, until 21 February. The general deadline for candidacies is 5 days before the
AGM, 4:00 p.m. GMT on 8 March 2024.



Income Statement

In 15K millions Q4 2023 Q42022 A A% 2023 2022 A A%
Metinterestincome 11,347 10,623 724 7% 44 B85 40,201 4484 11%
Met commission income 3,903 4,254 (351) (8%) 16,389 16,449 (60) (0%)
Insurance service results (284) (232) (52) 22% 152 615 (463) (75%)
Metfinancial income 1,370 (52) 1,422 - 1,366 (3,286) 4,652 -
Other operating income (24) 52 (76) (146%) 1,589 1,314 275 21%
Operating income 16,312 14,645 1,667 11% 64,181 55,203  B,888 16%
Operating expenses (7.830) (7 474) (356) 5%  (25701) (24,329) (1,372) 6%
Bank levy (422) (498) 74 (15%) (1,798) (1,749) (47) 3%
Metimpairment 13 411 (398) (97%) (1,348) 144 (1,492) -
Net earnings before income tax 8,073 7,086 987 14% 35,336 29,359 5,977 20%
Income tax expense (1,808) (1,755) (53) 3% (9,595) (9,944) 349 (4%)
Net earnings from cont. operations 6,265 5,331 934 18% 25,741 19415 6,326 3%
Discontinued operations, net of tax (41) (366) 325 - (4) 6,543 (6,547) -
Net earnings 6,224 4,965 1,259 25% 25737 25,958 (221) (1%)
KFI's

Return on equity (ROE) 12.7% 10.6% 13.6% 14.1%

Return on total assets (ROA) 1.6% 1.4% 1.7% 1.9%

Earnings per share {in ISK) 4.28 337 17.80 17.40

Costto core income ratio 54.9% 53.7% 44 7% 45.0%

Metinterest margin (NIM) 31% 31% 31% 31%

Coare income | REA 7.0% 7.1% 7.1% 5.9%

Net interest income in the fourth quarter of 2023 increased by 6.8%, compared with the fourth quarter of 2022. The
net interest margin (NIM) as a percentage of average interest-bearing assets was 3.1% for the quarter, the same
as for the fourth quarter of 2022. The Central Bank base rate was 9.25% at the end of 2023, compared with 6% at
the end of 2022. Rate sensitivity is slowing as interest expense is increasing on both deposits and wholesale
funding. Average interest-bearing assets increased by 6.9%, compared with the fourth quarter of 2022, mainly loans to
customers.

Net commission income was solid in the fourth quarter of 2023, amounting to ISK 3.9 bn. Fees in lending and
guarantees were solid despite low loan growth in the quarter. Capital markets and corporate finance fees increased
from the last quarter, partly due to the listing of Isfélagid on Nasdaq Iceland. Income from asset management has
been slightly lower in the last two quarters as there have been no performance-based fees.

Insurance service results of the insurance company Vordur were negative by ISK 284m during the quarter, after
the elimination of intercompany transactions. There has been strong growth of 21% in insurance revenues,
compared with the fourth quarter of 2022. Seasonality in claims normally results in Q4 and Q1 annual highs in the
claim ratio. In addition, fire insurance claims increased between years and were seven times the average for the
years 2017-2021. Due to the adoption of IFRS 17 Insurance Contracts, as of 1 January, the presentation of
insurance results has been changed, the largest change being a shift of insurance service expenses from operating
expenses to insurance service results. The combined ratio for the fourth quarter of 2023 was 105.4%, compared
with 103.3% for the same period in 2022. ROE of Vordur stand-alone was just under 9% for the year 2023 and has
been below target for the past couple of years. This is primarily due to volatile capital markets and depressed
investment income.

Net financial income was ISK 1,370m for the quarter and is recovering to a more normalized quarter following a
period of challenging markets.

Operating expenses increased by 4.8% in the fourth quarter, compared with the same period in 2022. When
operating expenses of the insurance operation are included (post IFRS 17 cost related to insurance business is
accounted for through insurance service results), the increase was 4.2%. There is an ongoing focus on operating
expenses and efficiency within the Group. Cost-to-core income ratio was 54.9% in the fourth quarter, compared
with 53.7% in the fourth quarter 2022, when including the operating expenses of the insurance operation. Salary
expenses increased compared with the fourth quarter of 2022, mainly due to new labor agreements and an increase
in the number of FTEs. At the end of December, the number of full-time equivalent positions (FTEs) was 822, an
increase of 5% from the same period in 2022.

Net impairment was immaterial in the fourth quarter of 2023, with significant shifts between classification of loans
between stages, where Stage 3 and Stage 1 increased but Stage 2 loans decreased. At year-end the total provision
on loans to customers was 0.74% compared with 0.63% at year-end 2022.

Income tax, as reported in the financial statements, comprises 20% income tax on earnings and a special 6%
financial tax on the earnings of financial undertakings of more than ISK 1bn. The effective income tax rate was
22.4% for the quarter. In general, the combination of income is the main driver behind the fluctuation in the effective
tax rate.



Balance sheet

The balance sheet increased by 4.1% from year-end 2022 and the liquidity position remains strong.

Assets

oo oot ety 3422023 31122022 A A% 30.09.2023 A A%
Cash & balances with CB 102,095 114,118  (12,023) {11%) 80,288 21,807 2T%
Loans to credit institutions 28235 45501  (16,666) (3T} 51,302 (22 4BT) (44%)
Loans to customers 1,152,789 1,084,757 68,032 6% 1,143,473 9316 1%
Financial instruments 205,706 193,328 12,378 6% 221,012 (15305) (7%}
Inwvestment property 5,493 7,862 1,631 21% 5,451 32 0%
Intangible assets 8,051 8,783 (732) (8%) 8,289 (238) (3%)
Other azsets 18,703 11,260 7,443 65% 25 844 (8,141) (30%)
Total assets 1,525,672 1,465,609 60,063 4% 1,540,669  (14,996) [1%)
KFI's

REA [ Total aszets 58.7% 50.1% 58.9%

Share of stage 3 loans, gross 1.7% 1.4% 1.5%

Loans to customers increased by 6.3% or ISK 68bn from the end of 2022, with loans to corporates increasing by
8.2%, and loans to individuals growing by 4.6%. Part of this growth, or ISK 10bn, is due to inflation and changes in
currencies. The growth rate has decreased in recent quarters, especially in corporates with the economic
environment slowing down following the changes in the interest rate environment. The diversification of the
corporate loan book continues to be good and in line with the Bank’s credit strategy.

The Bank’s liquidity position is strong with the total LCR ratio at 192% and the ISK LCR ratio at 117%. This is
reflected in the strong position in Cash and balances with Central Bank, Loans to credit institutions and Financial
assets, including bonds and debt instruments. The average duration of liquidity in the bond portfolio is less than
one year and there is no HTM accounting.

Investment property increased by 20.8% or ISK 1.6bn from the end of 2022. This increase is mainly due to valuation
change in Blikastadir, which holds the largest undeveloped plots of land in the capital area. In June, the planning
committee of the municipality permitted the town’s planning officer to begin preparations for the first phase of the
main plan, which covers 30-35 hectares.

Liabilities and equity

A AR il 3MA2.2023  3M.12.2022 A A% 30.09.2023 A A%
Due to credit institutions & CB 2771 11,697 (8,926) (76%) 13,144  (10,.373) (79%)
Deposits from customerz 792,710 755,361 37,349 5% 806,331  (13621) (2%}
Other liabilties 69 131 70,702 (1,551} (2%} 73,885 (4,735) (6%)
Borrowings 420,450 392 553 27 857 7% 407 2895 12 565 3%
Subordinated liabilities 41 2759 47 330 (6,051} (13%) 45 853 (3,574) (12%)
Total liabilities 1,326,371 1,277,653 48,718 3.8% 1,348/109 (21,738) [2%)
Shareholders equity 158,798 187,307 11,491 6% 191,899 6,899 4%
Noen-controling interest 503 649 [145) [ZZ2%) 661 (158} [24%)
Total equity 199,301 187,956 11,345 6% 192,560 6,741 4%
Total liabilities and equity 1,625,672 1,465,609 60,063 4% 1,540,669  (14,997) [1%)
KFl's

Leans to Deposits ratio 145.4% 143.6% 141.8%

CET 1 ratio 19.7% 18.8% 159.4%

Capital adeguacy ratio 24 1% 24.0% 24 4%

Deposits from customers remain the most important source of funding for Arion Bank, with 60% of total liabilities in
deposits. The increase from year-end 2022 is mainly from individuals, SMEs and corporates, which are more
valuable for the Bank in terms of liquidity rates.

The maturity profile of Borrowings is balanced, and the Bank has broad funding options. In December a new senior
preferred bond issuance in ISK was well received, with a total issuance of ISK 8.7bn. The Bank continued to issue
covered bonds in the domestic market. The total covered bond issuance in 2023 was ISK 44bn, of which ISK 22.6bn
are for own use. Funding spreads in the international market have developed favorably in recent months. The Bank
has no significant FX maturities until December 2024.



Shareholders’ equity increased due to net earnings of ISK 25.7bn in 2023, which was partly offset by dividend
payments and the purchase of own shares, in total ISK 15.6bn. The leverage ratio was 12.4% at the end of
December, compared with 11.8% at the end of 2022, which is high by international standards. Considering the
raised countercyclical buffer to 2.5% and the Bank’s current AT1 ratio, which is 40 bps less than the optimal value,
the Bank has ISK 36bn of surplus capital over regulatory requirement. The management buffer range implies
surplus capital beyond the management buffer in the range from ISK 13bn to ISK 23bn. Rating considerations may
impact capital management in the near term.

For further information on the accounts please visit Arion Bank’s website.

Medium-term financial targets

Medium-term financial targets of Arion Bank

Actuals Actuals

Q4 2023 2023 Arion Bank's medium-term financial targets
Return on equity 12.7% 13.6% Exceed 13%
Core operating income / REA 7.0% 71% Exceed 6.7%

Premium growth (net of reinsurance) to exceed

Insurance premium growth
P g 21.0% 15.0% the growth of the domestic market by more than 3%

(YoY)
(Premium growth in the domestic insurance market was 10.2% for 9M 2023)
Cost-to-core income ratio 54.9% 44 7% Below 48%
CET1 ratio above regulatory 480 bps 480 bps 150-250 bps management buffer
capital requirements (~16.4 - 17.4% based on current capital requirements and current AT1 and T2 ratios)

Pay-out ratio of approximately 50% of net earnings attributable to
Dividend pay-out ratio 20% 50% shareholders through either dividends or buyback of the Bank's
shares or a combination of both

Investor meeting in English on Thursday 8 February at 9:30 CET (8:30 GMT)

Arion Bank will be hosting a meeting at the Bank’s headquarters in Borgartin 19, Reykjavik, on Thursday 8 February
at 9:30 CET (8:30 GMT) where CEO Benedikt Gislason and CFO Olafur Hrafn Hoskuldsson will present the results
and give an update on the economic environment. The meeting will take place in English and will also be streamed
live.

The webcast will be accessible live on Lumiconnect and a link is also available on the Bank’s website under Investor
Relations.

Participants attending virtually will be able to ask questions during the meeting through a message board on the
same site. Answers will be provided by presenters at the end of the webcast.

Financial calendar

Arion Bank’s financial calendar is available on the Bank’s website.

Arion Bank will host its Capital Markets Day 1 March and the AGM on 13 March.

For any further information please contact Theoddr Fridbertsson, Head of IR, tel.+354 856 6760, or Haraldur Gudni
Eidsson, Head of Corporate Communications, tel. +354 856 7108.

Forward-looking statements

This release contains forward-looking statements that reflect management'’s current views with respect to certain future events and potential financial performance. The
information in the release is based on company data available at the time of the release. Although Arion Bank believes that the expectations reflected in such forward-looking
statements are reasonable, no assurance can be given that such expectations will prove to have been correct. Accordingly, results could differ materially from those set out
in the forward-looking statements as a result of various factors. The most important factors that may cause such a difference for Arion Bank include, but are not limited to:
a) the macroeconomic development, b) change in inflation, interest rate and foreign exchange rate levels, c) change in the competitive environment and d) change in the
regulatory environment and other government actions. This release does not imply that Arion Bank has undertaken to revise any forward-looking statements, beyond what
is required by applicable law or applicable stock exchange regulations if and when circumstances arise that will lead to changes after the date when this release was made.
Arion Bank assumes no responsibility or liability for any reliance on any of the information contained herein. It is prohibited to distribute or publish any information in this
release without Arion Bank’s prior written consent.


https://wwwv2.arionbanki.is/english/about-us/investor-relations/financial-information/financial-reporting/?
https://web.lumiconnect.com/#/m/105124238
http://www.arionbanki.is/ir
http://www.arionbanki.is/ir
https://wwwv2.arionbanki.is/english/about-us/investor-relations/equity-investors/financial-calendar/
mailto:ir@arionbanki.is
mailto:samskiptasvid@arionbanki.is
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Consolidated Income Statement - Q4 2023 overview

Comparative figures have been restated in accordance with IFRS 17.

Notes Q4 2023 Q4 2022
[0 G C=T T Telo ] 1 [T 32,461 21,800
INEEIEST EXPENSE ..ttt ettt e ekt e ekt e e a e e e ab e e e ab et e e ab e e e et e e anb e et (21,114) (11,177)
NEE INTEIEST INCOMIE ..oiiiiiiiiiiie ettt e e e et e e e st e e e e s aataaee e e s ssaaeeeeeastbeeeeeesassbaeeeeeesnnsseeeeeannnnns A 11,347 10,623
Fee and COMMISSION INCOME ....uuuuiiiiiiiiiiiiee ettt e et e e e e e et e e e e e e ettt e e e e e saas bt eeeseesbbasaeeeeeerens 4,882 5,010
Fee and COMMISSION EXPEINSE ......ccciiiiiiiiiii ittt sttt st st e e sae e e e s e s e e eaneenes (979) (756)
Net fee and COMMISSION INCOME ......cc.oiiiiiiiiii e B 3,903 4,254
INSUFANCE FEVENUE . .oviiiiiiieeeei e ettt ettt e e e e e e e et e e et e e eaa e e e st e e e st e e s bt e e s aa e e e baeesaaneesatneessnneessneeetneeeen 4,761 3,938
INSUFANCE SEIVICE EXPEMNSES ....ccuviiiiiiiieitie it sttt eite et e et e e s e e see e et e et e e ste e sae e e sn e e ne e e e e s e e saeeseneeeneeanis (5,045) (4,170)
INSUFANCE SEIVICE FESUILS .ottt ettt e et e et e et e e st e e et e e snbeeeaneeeens C (284) (232)
NEt fINANCIAI INCOMIE ...ttt e e e s bbbt e e e s s bbbt e e e e e e sbbeeeesaantbaeeeeesnnebees D 1,370 (52)
Other OPerating iNCOIME ...........oiiiiii ettt e et e e s e e e re e nr e e ene e neesneesaees E (24) 52
Other net OPErating iNCOME .......iiiiiiiieie et st 778 -
(@ o L= = AT aTo B T aTodo Ty o= PSPPSRI 16,312 14,645
OPETALING EXPEINSES ...veeieeeuiiiiiteetiiittttte et artbbr et e e e s stteeeeeaaasbt et eeesaas bbb et aee s s sbbeeeaeeaanbbseeeeeassseeeeeesantbbeeeens F (7,830) (7,474)
BANK JBVY .. e (422) (496)
[N L= aa] o F= Tl 4 1=] oL PSP PUPPPR RPN G 13 411
Earnings DEfOr& iINCOME TAX ..vuuiiiiiiiiiiiii ittt e e et e e e s s bbb e e e e s nsbaeeeeeas 8,073 7,086
INCOME tAX EXPEINISE ...ttt e s e e e s e e e s e e e s e e s snae e H (1,808) (1,755)
Net earnings from continUING OPEratiONS .........ccciiiiiiiiiiie e 6,265 5,331
Discontinued operations held for sale, net 0f INCOME TaX ........cuviiiiiiiiiiiiei e | (41) (366)
[N L= =T T a1 g T TSP PR PR 6,224 4,965
Attributable to
Shareholders of Arion Bank Nf. ............uiiiiiiiiiiiiieeeeeeeeeeee et 6,253 4,959
NON-CONLIOIIING INTEIEST ...iiiiiiiiee ittt e e e e ettt e e e e e bbb e e e e e s aebb e e e e e e s nnnbneeeeaan (29) 6
[N L= =T T a1 g T TSP PR PR 6,224 4,965

2 Amounts are in ISK millions
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Disclosures for Q4 2023

Comparative figures have been restated in accordance with IFRS 17.

A. Netinterest income

Q4 2023 Amortized Fair value Fair value

Interest income cost thr. P/L thr. OCI Total
Cash and balances with Central BankK ...............cueeeeieeeeieiiiiiiiiieeeeieeeeeeeeeeeeeeeeeeeee e, 1,684 - - 1,684
Loans to Credit INSHIULIONS .......iiiiiiiiiee e e e e e e e e e e s e etare e e e e e 430 - - 430
LOANS T0 CUSTOMIEIS . ..oovtiiieiieeeeeceee ettt e e e e et e e e e e e e e e e e e e e e aat e e eeeeesbanns 28,312 - - 28,312
ST To U] {1 - 508 1,479 1,987
(43 1T SO ERSOSPRRT 48 - - 48
LRSI T [0 ] ([N 30,474 508 1,479 32,461

Interest expense

[D7=] 010 171 £ PP PP PRRRTPPIRY (12,926) - - (12,926)
Borrowings (5,450) (1,619) - (7,069)
Subordinated NADIITIES .........oiiviiiieeie e (942) (152) - (1,094)
(O 11T O PP PRPROPPPPP (25) - - (25)
INTEIEST EXPENSE ..o (19,343) (1,771) - (21,114)
L] T LT =t AT g oTo ] 1 =TT 11,131 (1,263) 1,479 11,347
Q4 2022
Interest income
Cash and balances with Central BanK ...............eeeveeeeeeiiiieiieiiieieeeeeeeeeeeeeeeeeeeeeee e 1,228 - - 1,228
L0ans t0 Credit INSHIULIONS ........iiiiiieiiceeee et 154 27 - 181
Loans to customers ... . 19,926 - - 19,926
SECUMTIES .ttt sttt s e s e s e e nr e e nre e s e e e eaes - (174) 510 336
(13 PP PRPRRNY 129 - - 129
LRSI T [0 ([N 21,437 (147) 510 21,800
Interest expense
[D7=] 010 11 £ P PP PP PRPRRPPIRY (6,865) - - (6,865)
BOITOWINGS ..vetiieiiiiiiie e ettt e ettt e e ettt e e e e ettt e e e e e e sttt et e e e s s bbb bt e ae e s anabbeeeeeeannbbeeeeeaannnnes (3,629) - - (3,629)
Subordinated NADIITIES ........oiiiiiiiieeiiie e (614) - - (614)
(69) - - (69)
INTEIrEeSt EXPENSE ..ooiiiiiiiiiiii e (11,177) - - (11,177)
NEL INTEIEST INCOMIE ovviiiiiiieee et e e e e et s e e e s e et b s e e e s e saaaaeeaees 10,260 (247) 510 10,623
Interest spread Q4 2023 Q4 2022
Interest spread (the ratio of net interest income to the average carrying amount of interest bearing assets) .......... 3.1% 3.1%
B. Net fee and commission income Q4 2023 Q4 2022
Net Net
Income Expense income Income Expense income
Asset Management ...........oocvvieiiiiiiiiiic 1,222 (154) 1,068 1,326 (160) 1,166
Capital markets and corporate finance ..............ccccccceevivnennnnn. 658 (10) 648 686 9 677
Lending and financial guarantees ............c.cccocoveviiiiiiieniinnnnns 932 - 932 917 - 917
Collection and payment SErviCes ...........cccoceeevvieriieciiine e 401 (26) 375 376 (25) 351
Cards and payment SOIULION ..........ccccoocviiiiiiiiiiieiceeee e 1,497 (666) 831 1,316 (476) 840
172 (235) (63) 389 (153) 236
Commission expense from insurance operation ....................... 112 112 67 67
Net fee and commMISSION INCOME .......uvvviiiiiiiiiiieee e 4,882 (979) 3,903 5,010 (756) 4,254

Amounts are in ISK millions
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Disclosures for Q4 2023

C. Insurance service results Q42023 Q42022
LT U = (o R (LY L=T LU [T 4,761 3,938
L[ ToTN T =To ol =113 SO OUPOUPUUPRRTR (3,952) (3,190)
SEIVICE BXPEISES ....eiititeiteee ittt e ettt e ettt e e aa et e aa bt e o ket a4 b et e e hb e e e se e e o2 se et eass e e ek bt e e oh bt e e 4R bt e e 4a b et oo a b et e e a bt e e enb et e e be e e n b et s (956) (853)
INSUFANCE SEIVICE EXPENSES .....iiviiieiiitiiitee et iittteeeeassstte e e e e e ettt et ee e s s st b et e e e e s st e b et e e e e asbt b e e e e eansbbbeeee e e sbbbeeeeesanbbbeeeeeennnes (4,908) (4,043)

Net expense from reinsurance contracts held . (137) (127)
INSUFANCE SEIVICE FESUILS ..ottt et s e et s e e e e e e e sa e e sse e s e e eaeeeaeenis (284) (232)
D. Net financial income

Net gain on financial assets and financial liabilities mandatorily measured

at fair value through Profit OF IOSS .........eiiiiiiiiiiiie et e e e et e e e s e bbbt e e e s sbbbbeeaeeannes 1,587 571
Net gain on buy back Of iSSUEA DONAS ...........ooiiiiiiiei e 136 -
Net gain (loss) on fair value hedge of INtErest rate SWAP ........vviiiiiiiiiiiie et e e e e e e 2 (568)
Realized loss on financial assets carried at fair value through OCI ...........coccuiiiiiiiiiiiiie e (245) (141)
Net financial 10SS 0N INSUFANCE CONTIALS ......iuvviiieieiiiiiiee e ettt e ettt e e s s e e e e sttt e e e s e tbbbeeeeesasbbbeeeeesannbbeeeeeaannnes (315) (208)
Net fOreign EXCHANGE GAIN .......uiiiiiiiiiiie et e e e sttt e e e s et e e e e e et bbbt e e e s s an bbb et eeeeannbbeeeeeeansnneeeeesannbnes 205 294
Net fINANCIAI INCOME ...ttt s b e r e et e e s ae e s e e s e e e e e e beesreeneee s 1,370 (52)
Net gain on financial assets and financial liabilities mandatorily measured at fair value through profit or loss
EQUILY INSTIUMENTS .....eiiiiiie ittt ettt e e e s sttt e e e e s bbbt e e e e e es bbbt et e e e sk bbb et e e e e sabbbe e e e e e nnbbeeeeeaansbbneeeesnnnbbnes 1,018 402
[ D= o] 14153 10 =T oL £ TP PT R SPUPPPRN 736 (135)
(DS 1Y LA =T PP PPPP PP (167) 304
Net gain on financial assets and financial liabilities

mandatorily measured at fair value through profit 0r [0SS ........cccoiiiiiiii i 1,587 571
Net loss on fair value hedge of interest rate swap
Fair value change of interest rate swaps designated as hedging iNStruMEeNts ...........c..eeeeeiiiiiieee i 5,072 (936)
Fair value change on bonds issued by the Group attributable to interest rate risk .........cccccocvvviiieiiiiiieeeniiiieeeee (5,070) 368
Net loss on fair value hedge of INTErest rate SWaP .........cooveiiiiiiiii e 2 (568)

E. Other operating income

Fair value changes 0N iNVESTMENT PrOPEILY .....uviiiieiiiiiieee e ettt e e e e ettt e e e sttt e e e e s bbeee e e e et baeeeee s s sbbreeeeesanbbaeeeeeaannes 6 4
Net gain on disposal of assets ................. 2 -
Net gain on assets held for sale ... . (1)
(@10 1=T g ToTo] 1 TS O T P PSSP PP P PP PP PPPPPOP (32) 49
Other OPErating INCOMIE .......oiiiiiiiie e e et s et e e e e e e e e e s et e s e e e se e e e snn e e e seneeesnneeeannee (24) 52
Net gain on assets held for sale
Income from real estates and OtNEI ASSELS ........ciiiiiriiiii e e et e e 10 4
Expense related to real estates and OtNEr @SSELS .........cccoiiiiiiiiiiiiiii s (20) 5)
Net gain 0N @SSetS NEld fOr SAIE ......ciiiiiii ettt - (1)

Amounts are in ISK millions
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F. Operating expenses Q42023 Q42022
Salaries and rElAtEd EXPENSES .......coiiuuriiieiiiiit et e ettt e ettt e e st e e e e s hba et e e e s s bbb et eeesasbs et e e e e sbbeeeeesanbbbreeeeeananraees 5,414 5,373
Other OPEIatiNg EXPENSES ......uueiiiiiieiitiie ettt ettt e et e e bt e e bt e ot et a4k bt e ok bt e e st e e e st e e ese e e e ba e e e ab bt e e sebe e e snbeeeantneas 3,263 2,954
Operating expenses from INSUrANCE OPEIALION .........uuiiiiiiiiiieee e ettt e e sttt e e e st e e e e e sie et e e s e ebba et e e e s sbbbaeeeeesannnnees (847) (853)
OPEIALING EXPENSES ...iiiuiiieeuiiie ettt ettt ettt e ra bt e e ra bt e aa et e aaae e e aa bt e e aa bt e e 42 ket o4 ke e a4k bt e e bt e e eaae e e eabe e e e kbt e e ebb e e e ab b e e e nnbeeeaneeean 7,830 7,474

Salaries and related expenses

Salaries and related expenses

ST: 1= T =T UPON 3,152 2,896
INCENTIVE SCREIME ...ttt oo ettt e e e e e et et e e e e e e e ettt e e e s e e et b eeeeeseaaat e e e e e aaaaba e eeeessssbaans 1,053 1,217
Share-based PAYMENT EXPENSE ......uuiiiieiiiiiiie ettt e e et e e e st b b et e e e s s bbbt e e e e asbb et e e e e asbbbbeeeesasbbeeeeeanntbbeeeesaans 46 78
Defined contribution PENSION PIANS ......coiiiiiiiiiie ittt e e et e e e s s bbbt e e e e e e bbbt eeesaanbbbeeaeesannbbees 613 608
Salary-related expenses 550 574
Salaries and relat@d EXPENSES .....iiiiiii ittt ettt e e s sttt e e bt e e et e e et e e aa bt e et e e b et e e ne e e e nnteeeneee s 5,414 5,373
Other operating expenses
T BXPEISES ..ttt ettt ettt o et e oot e e ettt et e e e E bttt e e oo e e e e e et e e e e et e e e e ettt e e s e e s 1,248 1,157
PrOfESSIONAI SEIVICES ...ttt ettt ettt e st e ettt e e e bt e sm bt e ant et e e bt e e e st e e enteeeanneeesnbeeesbneeennee 396 282
IMAITKETING ..ttt ettt ettt s et st h e e et e e h e e e e et e e bt e b e e e R et e et e R e e Rt e e e n e e e e e n e e beeseeenane s 305 317
HOUSING EXPEINSES ...ttt ettt sttt h e h e e b e e e e e e e e e e b e e s h e e e be e e an e e n e e nbe e eee e e ane e e e eneenees 140 161
Other admINISLration EXPENSES ........cciiiiiiiiiii ettt st e e e e st e s e et e e s e e ae e s aeesee e aaneeeneenreeseeeeanas 588 593
Depreciation of property and EQUIPIMENT ..........c.iiiuiiiiiiiiiie ettt e s ee e e sene e sree e 150 132
Depreciation Of Mgt Of USE @SSEL ........couiiiiiiiiei et 34 32
Amortization of INtANGIDIE ASSELS .........ciiiiiiiiie e 402 280
OthEr OPEIALING EXPENSES ...uuiiiiieiiiiiiiie e ettt e e e ettt e e e s sttt e et e e s s s bbb e e e e e s assteeeee e et bbbeeeeeaanbbbeeeeesaasbbbeeeeeannbneeeeeannnes 3,263 2,954
G. Netimpairment
Net impairment on financial instruments and value changes on loans
Net impairment on loans to customers and financial INStIUtIONS .............coooiiiiiii i (8) 347
Net impairment on other financial iNStruments @t FVOC .........c.oociiiiiiiiieeee e 1 6
Other value changes Of 08NS - COMPOTALES ..........ciiiiiiiiieii ettt e e sre e 1 5
Other value changes of [0aNS - INAIVIAUAIS ............cooiiiiiiiii e 19 53
= T 0T =Y 0= o PSP T R PTR PP 13 411
Net impairment by customer type
INAIVIAUAS ...ttt bbbttt h e h et b e bt bt e st b e e bt b e ettt et e et ettt e e (192) 54
(6] 4 1] 2= 1 (=1 PSPPSR PUR PPN 205 357
= T T o=V 0= oL ST PSP P PSP PUPPP TP 13 411
H. Income tax expense
CUITENE TAX EXPEINSE ..ttt ettt eee e ettt ettt e e bt e ekttt e 1h bt e 1a bt e oa e 4o e aa e e eas et e ea bt e e ea bt e e 4o b et ook st e e kb e e e et e e e sneeenneeannneeenane 1,996 (2,623)
Deferred tax expense ... (188) 4,378
[LaTeTod g g TN = DI =Yg 61T o ] TP PPPPPPPPPPIN 1,808 1,755
J. Discontinued operations held for sale, net of income tax
Net loss from discontinued operations held for SAlE .............ocoiiiiiiiii e (42) (366)
INCOME TAX EXPEISE .. .iiiiiie i et e e e e ettt s et ettt ettt ettt ettt ettt e e et e e e e e e e e e e e e eeeeeeaes 1 -
Discontinued operations held for sale, Net 0f INCOME TAX ....cooouiiiiiiiiiiii e (41) (366)

Amounts are in ISK millions
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