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€3,000,000,000
European Covered Bond (Premium) Programme

Under this €3,000,000,000 European Covered Bond (Premium) Programme (the Programme), Arion Bank
hf. (the Issuer or the Bank) may from time to time issue European Covered Bonds (Premium) (the Covered
Bonds) in accordance with the Icelandic Covered Bond Act, N0.11/2008 (as amended, the Icelandic Covered
Bond Act), any relevant executive orders (Ice. stjornvaldsakvardanir) and appurtenant regulations as may be
supplemented, amended, modified or varied from time to time (as well as any judicial decisions and
administrative pronouncements, all of which are subject to change, including with retroactive effect), (together
the Covered Bonds Legislation) denominated in any currency agreed between the Issuer and the relevant
Dealer (as defined below).

Covered Bonds may be issued in bearer form (Bearer Covered Bonds), registered form (Registered Covered
Bonds) or in uncertificated and dematerialised book entry form registered in the Nasdag CSD Iceland or
Verdbréfamidstéd islands CSD (CSD Covered Bonds and the CSD respectively). The maximum aggregate
nominal amount of all Covered Bonds from time to time outstanding under the Programme will not exceed
€3,000,000,000 (or its equivalent in other currencies calculated as described in the Programme Agreement
described herein), subject to increase as described herein.

The Covered Bonds may be issued on a continuing basis to one or more of the Dealers specified under
"Overview of the Programme™ and any additional Dealer appointed under the Programme from time to time
by the Issuer (each a Dealer or Manager and together the Dealers or Managers), which appointment may be
for a specific issue or on an ongoing basis. References in this base prospectus (the Base Prospectus) to the
relevant Dealer shall, in the case of an issue of Covered Bonds being (or intended to be) subscribed by more
than one Dealer, be to all Dealers agreeing to subscribe for such Covered Bonds.

The Covered Bonds may be held in a manner which is intended to allow for Eurosystem eligibility. This
simply means that the Covered Bonds may upon issue be deposited with Clearstream Banking, S.A.
(Clearstream, Luxembourg) or Euroclear Bank SA/NV (Euroclear) as one of the international central
securities depositaries as common safekeeper and does not necessarily mean that the Covered Bonds will be
recognised as eligible collateral for Eurosystem monetary policy and intra-day credit operations by the
Eurosystem either upon issue or at any or all times during their life. Such recognition will depend upon
satisfaction of the Eurosystem eligibility criteria.

See Risk Factors for a discussion of material factors to be considered in connection with an investment
in the Covered Bonds.

This Base Prospectus has been approved as a base prospectus by the Commission de Surveillance du Secteur
Financier (the CSSF), as competent authority under Regulation (EU) 2017/1129 (the Prospectus Regulation).
The CSSF only approves this Base Prospectus as meeting the standards of completeness, comprehensibility
and consistency imposed by the Prospectus Regulation. Approval by the CSSF should not be considered as
an endorsement of the Issuer or of the quality of the Covered Bonds. Investors should make their own
assessment as to the suitability of investing in the Covered Bonds.

The CSSF assumes no responsibility for the economic and financial soundness of the transactions
contemplated by this Base Prospectus or the quality or solvency of the Issuer. Application has been made to
the Luxembourg Stock Exchange for Covered Bonds issued under the Programme to be admitted to trading on



the Luxembourg Stock Exchange's regulated market and to be listed on the Official List of the Luxembourg
Stock Exchange.

In accordance with Article 6(4) of the Luxembourg act dated 16 July 2019 on prospectuses for securities
(the Prospectus Act 2019), by approving this Prospectus, in accordance with Article 20 of the Prospectus
Regulation, the CSSF does not engage in respect of the economic or financial opportunity of the operation or
the quality and solvency of the Issuer.

The Issuer has requested the CSSF to notify the Icelandic FSA, as competent authority under the Prospectus
Regulation in Iceland, of its approval of the Base Prospectus pursuant to Article 25 of the Prospectus
Regulation. Application may be made to Nasdaq Iceland hf. reg. no. 681298-2829, Laugavegur 182, 105
Reykjavik, Iceland (Nasdaq Iceland) for Covered Bonds issued under the Programme to be admitted to trading
on the Nasdaqg Iceland Main Market, the regulated market of Nasdaq Iceland.

References in this Base Prospectus to Covered Bonds being listed (and all related references) shall mean that
such Covered Bonds have been (i) admitted to trading on the Luxembourg Stock Exchange's regulated market
and have been admitted to the Official List of the Luxembourg Stock Exchange or (ii) admitted to trading on
the Nasdaq Iceland Main Market, in each case as specified in the applicable Final Terms. Each of the
Luxembourg Stock Exchange's regulated market and the Nasdaq Iceland Main Market is a regulated market
for the purposes of the Markets in Financial Instruments Directive (Directive 2014/65/EU) (as amended
MIFID I1).

Notice of the aggregate nominal amount of Covered Bonds, interest (if any) payable in respect of Covered
Bonds, the issue price of Covered Bonds and certain other information which are applicable to each Tranche
(as defined under "Terms and Conditions of the Covered Bonds™) of Covered Bonds will be set out in a final
terms document (the Final Terms) which will be filed with the CSSF. Copies of Final Terms in relation to
Covered Bonds to be listed on the Luxembourg Stock Exchange will also be published on the website of the
Luxembourg Stock Exchange (www.luxse.com).

In accordance with Articles 21.1, 21.2 and 21.3 of the Prospectus Regulation, this Base Prospectus will be
published, in electronic form, on the website of the Luxembourg Stock Exchange (www.luxse.com), and on
the Investor Relations section of the Issuer's website (www.arionbanki.is/english).

The Programme provides that Covered Bonds may be listed or admitted to trading, as the case may be, on such
other or further stock exchanges or markets as may be agreed between the Issuer and the relevant Dealer. The
Issuer may also issue unlisted Covered Bonds and/or Covered Bonds not admitted to trading on any market.

The Covered Bonds have not been and will not be registered under the U.S. Securities Act of 1933, as amended
(the Securities Act) or any U.S. State securities laws and may not be offered or sold in the United States or to,
or for the account or the benefit of, U.S. persons as defined in Regulation S under the Securities Act unless an
exemption from the registration requirements of the Securities Act is available and in accordance with all
applicable securities laws of any state of the United States and any other jurisdiction. See "Form of the Covered
Bonds" for a description of the manner in which Covered Bonds will be issued. Registered Covered Bonds
are subject to certain restrictions on transfer, see "Subscription and Sale and Selling Restrictions".

The Issuer has been rated A3 by Moody's Investor Services Limited (Moody's). Moody's is established in the
United Kingdom (the UK) and is registered under Regulation (EC) No. 1060/2009 as it forms part of UK
domestic law by virtue of the European Union (Withdrawal) Act 2018 (the EUWA) (the UK CRA
Regulation). The Issuer ratings issued by Moody's have been endorsed by Moody's Deutschland GmbH
(Moody's Deutschland) in accordance with the EU CRA Regulation and have not been withdrawn. Moody's
Deutschland is established in the EEA and registered under the EU CRA Regulation. As such, Moody's
Deutschland is included in the list of credit rating agencies published by the European Securities and Markets
Authority (ESMA) on its website (at https://www.esma.europa.eu/supervision/credit-rating-agencies/risk) in
accordance with the EU CRA Regulation.
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Amounts payable on Floating Rate Covered Bonds may be calculated, inter alia, by reference to EURIBOR,
SONIA or SOFR as specified in the relevant Final Terms. As at the date of this Base Prospectus, (i) the
administrator of EURIBOR (European Money Markets Institute) is included in ESMA's register of
administrators under Article 36 (the EU Benchmarks Register) of Regulation (EU) No. 2016/1011 (the EU
Benchmarks Regulation) and (ii) the Federal Reserve Bank of New York (the FRBNY) (the administrator of
SOFR) and the Bank of England (the administrator of SONIA) are not included in the EU Benchmarks
Register. As far as the Issuer is aware, SONIA and SOFR do not fall within the scope of the EU Benchmarks
Regulation by virtue of Article 2 of each such regulation and otherwise the transitional provisions in Article
51 of the EU Benchmarks Regulation apply, such that neither administrator is currently required to obtain
recognition or endorsement, or to benefit from an equivalence decision in the European Union (the EU) (or,
in each case, if located outside the EU, recognition, endorsement or to benefit from an equivalence decision).

The Issuer may agree with any Dealer that Covered Bonds may be issued in a form not contemplated by the
Terms and Conditions of the Covered Bonds herein, in which event a supplement to the Base Prospectus, if
appropriate, will be made available which will describe the effect of the agreement reached in relation to such
Covered Bonds.

Covered Bonds issued under the Programme may be rated or unrated. Where a Series of Covered Bonds is
rated, such rating will be disclosed in the Final Terms and be provided by Moody's and/or any other rating
agency as disclosed in the Final Terms from time to time. A security rating is not a recommendation to buy,
sell or hold securities and may be subject to suspension, reduction or withdrawal at any time by the assigning
rating agency.

This Base Prospectus is valid for 12 months from its date. The end date of the validity of this Base
Prospectus is 13 December 2025. The obligation to supplement this Base Prospectus in the event of a
significant new factor, material mistake or material inaccuracy does not apply once this Base Prospectus
is no longer valid.

Arranger
Barclays

Dealers
Barclays
Deutsche Bank
UBS Investment Bank
Arion Bank hf.

The date of this Base Prospectus is 13 December 2024.



IMPORTANT INFORMATION

This Base Prospectus comprises a base prospectus (with any relevant Final Terms, the Prospectus), for the
purposes of Article 8 of the Prospectus Regulation. When used in this Base Prospectus, Prospectus Regulation
means Regulation (EU) 2017/1129.

The Issuer (the Responsible Person) accepts responsibility for the information contained in this Base
Prospectus and the Final Terms for each Series of Covered Bonds issued under the Programme. To the best
of the knowledge of the Issuer (having taken all reasonable care to ensure that such is the case) the information
contained in this Base Prospectus is in accordance with the facts and does not omit anything likely to affect
the import of such information.

Subject as provided in the applicable Final Terms, the only persons authorised to use this Base Prospectus in
connection with an offer of Covered Bonds are the persons named in the applicable Final Terms as the relevant
Dealer or the Managers, as the case may be.

Copies of the Final Terms will be available from the registered office of the Issuer and the specified office set
out below of each of the Paying Agents (as defined below) and copies of the Final Terms relating to Covered
Bonds which are admitted to trading on the regulated market of the Luxembourg Stock Exchange will be filed
with the CSSF and also be published on the website of the Luxembourg Stock Exchange,
https://www.luxse.com/.

Certain information under the heading "Book-Entry Clearance Systems™ has been extracted from information
provided by the clearing systems referred to therein. The Issuer confirms that such information has been
accurately reproduced and that, so far as it is aware, and is able to ascertain from information published by the
relevant clearing systems, no facts have been omitted which would render the reproduced information
inaccurate or misleading.

This Base Prospectus is to be read in conjunction with all documents which are deemed to be incorporated
herein by reference (see "Documents Incorporated by Reference" below). This Base Prospectus shall be read
and construed on the basis that such documents are incorporated and form part of this Base Prospectus.

Other than in relation to the documents which are deemed to be incorporated by reference (see "Documents
Incorporated by Reference™), the information on the websites to which this Base Prospectus refers does not
form part of this Base Prospectus and has not been scrutinised or approved by the CSSF.

The Dealers (other than the Issuer) have not independently verified the information contained herein.
Accordingly, no representation, warranty or undertaking, express or implied, is made and no responsibility or
liability is accepted by the Dealers (other than the Issuer) as to the accuracy or completeness of the information
contained or incorporated by reference in this Base Prospectus or any other information provided by the Issuer
in connection with the Programme. No Dealer (other than the Issuer) accepts any liability in relation to the
information contained or incorporated by reference in this Base Prospectus or any other information provided
by the Issuer in connection with the Programme.

No person is or has been authorised by the Issuer to give any information or to make any representation not
contained in or not consistent with this Base Prospectus or any other information supplied in connection with
the Programme or the Covered Bonds and, if given or made, such information or representation must not be
relied upon as having been authorised by the Issuer or any of the Dealers.

Neither this Base Prospectus nor any other information supplied in connection with the Programme or any
Covered Bonds (a) is intended to provide the basis of any credit or other evaluation or (b) should be considered
as a recommendation by the Issuer or any of the Dealers that any recipient of this Base Prospectus or any other
information supplied in connection with the Programme or any Covered Bonds should purchase any Covered
Bonds. Each investor contemplating purchasing any Covered Bonds should make its own independent
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investigation of the financial condition and affairs, and its own appraisal of the creditworthiness, of the Issuer.
Neither this Base Prospectus nor any other information supplied in connection with the Programme or the issue
of any Covered Bonds constitutes an offer or invitation by or on behalf of the Issuer or any of the Dealers to
any person to subscribe for or to purchase any Covered Bonds. Investors should review, inter alia, the
documents deemed incorporated herein by reference when deciding whether or not to purchase any Covered
Bonds.

Neither the delivery of this Base Prospectus nor the offering, sale or delivery of any Covered Bonds shall in
any circumstances imply that the information contained herein concerning the Issuer is correct at any time
subsequent to the date hereof or that any other information supplied in connection with the Programme is
correct as of any time subsequent to the date indicated in the document containing the same. The Dealers
expressly do not undertake to review the financial condition or affairs of the Issuer during the life of the
Programme or to advise any investor in the Covered Bonds issued under the Programme of any information
coming to their attention.

This Base Prospectus may only be used for the purposes for which it has been published.

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Covered
Bonds in any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such
jurisdiction. The distribution of this Base Prospectus and the offer or sale of Covered Bonds may be restricted
by law in certain jurisdictions. The Issuer and the Dealers do not represent that this Base Prospectus may be
lawfully distributed, or that any Covered Bonds may be lawfully offered, in compliance with any applicable
registration or other requirements in any such jurisdiction, or pursuant to an exemption available thereunder,
or assume any responsibility for facilitating any such distribution or offering. In particular no action has been
taken by the Issuer or the Dealers which is intended to permit a public offering of any Covered Bonds or
distribution of this document in any jurisdiction where action for that purpose is required. Accordingly, no
Covered Bonds may be offered or sold, directly or indirectly, and neither this Base Prospectus nor any
advertisement or other offering material may be distributed or published in any jurisdiction, except under
circumstances that will result in compliance with any applicable laws and regulations. Persons into whose
possession this Base Prospectus or any Covered Bonds may come must inform themselves about, and observe,
any such restrictions on the distribution of this Base Prospectus and the offering and sale of Covered Bonds.
In particular, there are restrictions on the distribution of this Base Prospectus and the offer or sale of Covered
Bonds in the United States, the United Kingdom, the European Economic Area (EEA) (including the Republic
of Italy and Iceland), Japan, Hong Kong and Singapore, see "Subscription and Sale and Selling Restrictions".

In making an investment decision, investors must rely on their own examination of the Issuer and the terms of
the Covered Bonds being offered, including the merits and risks involved. The Covered Bonds have not been
approved or disapproved by the United States Securities and Exchange Commission or any other securities
commission or other regulatory authority in the United States, nor have the foregoing authorities approved this
Base Prospectus or confirmed the accuracy or determined the adequacy of the information contained in this
Base Prospectus. Any representation to the contrary is unlawful.

None of the Dealers or the Issuer makes any representation to any investor in the Covered Bonds regarding the
legality of its investment under any applicable laws. Any investor in the Covered Bonds should be able to bear
the economic risk of an investment in the Covered Bonds for an indefinite period of time.

MIFID 11 PRODUCT GOVERNANCE/TARGET MARKET

The Final Terms in respect of any Covered Bonds will include a legend entitled "MiFID Il product
governance™ which will outline the target market assessment in respect of the Covered Bonds and which
channels for distribution of the Covered Bonds are appropriate. Any person subsequently offering, selling or
recommending the Covered Bonds (a distributor) should take into consideration the target market assessment;
however, a distributor subject to Directive 2014/65/EU (as amended, MiFID 11) MIFID 11 is responsible for



undertaking its own target market assessment in respect of the Covered Bonds (by either adopting or refining
the target market assessment) and determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the Product
Governance rules under EU Delegated Directive 2017/593 (the MiFID Product Governance Rules), any
Dealer subscribing for any Covered Bonds is a manufacturer in respect of such Covered Bonds, but otherwise
neither the Arranger nor the Dealers nor any of their respective affiliates will be a manufacturer for the purpose
of the MiFID Product Governance Rules.

UK MIFIR PRODUCT GOVERNANCE / TARGET MARKET

The Final Terms in respect of any Covered Bonds may include a legend entitled "UK MiFIR product
governance" which will outline the target market assessment in respect of the Covered Bonds and which
channels for distribution of the Covered Bonds are appropriate. Any person subsequently offering, selling or
recommending the Covered Bonds (a distributor) should take into consideration the target market assessment;
however, a distributor subject to the FCA Handbook Product Intervention and Product Governance
Sourcebook (the UK MiFIR Product Governance Rules) is responsible for undertaking its own target market
assessment in respect of the Covered Bonds (by either adopting or refining the target market assessment) and
determining appropriate distribution channels.

A determination will be made in relation to each issue about whether, for the purpose of the UK MiFIR Product
Governance Rules, any Dealer subscribing for any Covered Bonds is a manufacturer in respect of such Covered
Bonds, but otherwise neither the Arranger nor the Dealers nor any of their respective affiliates will be a
manufacturer for the purpose of the UK MiFIR Product Governance Rules.

This Base Prospectus has been prepared on the basis that any Covered Bonds with a minimum denomination
of less than €100,000 (or equivalent in another currency) will (i) only be admitted to trading on an EEA
regulated market (as defined in MiFID 1), or a specific segment of an EEA regulated market, to which only
qualified investors (as defined in the Prospectus Regulation) can have access (in which case they shall not be
offered or sold to non-qualified investors) or (ii) only be offered to the public inan EEA Member State pursuant
to an exemption under Article 1(4) of the Prospectus Regulation. Furthermore, this Base Prospectus has been
prepared on the basis that any Covered Bonds with a minimum denomination of less than €100,000 (or
equivalent in another currency) will, with respect to the United Kingdom only, be offered to the public pursuant
to an exemption under section 86 of the FSMA.

IMPORTANT- EEA RETAIL INVESTORS

PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Covered Bonds are not intended to be
offered, sold or otherwise made available to and, with effect from such date, should not be offered, sold or
otherwise made available to any retail investor in the European Economic Area (EEA). For these purposes, a
retail investor means a person who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1)
of MIFID II; (ii) a customer within the meaning of Directive (EU) 2016/97 (the Insurance Distribution
Directive), where that customer would not qualify as a professional client as defined in point (10) of Article
4(1) of MIFID II; or (iii) not a qualified investor as defined in Regulation (EU) 2017/1129 (the Prospectus
Regulation). Consequently, no key information document required by Regulation (EU) No 1286/2014 (as
amended, the PRIIPs Regulation) for offering or selling the Covered Bonds or otherwise making them
available to retail investors in the EEA has been prepared and therefore offering or selling the Covered Bonds
or otherwise making them available to any retail investor in the EEA may be unlawful under the PRIIPS
Regulation.

IMPORTANT — UK RETAIL INVESTORS

PROHIBITION OF SALES TO UK RETAIL INVESTORS -The Covered Bonds are not intended to be
offered, sold or otherwise made available to and, with effect from such date, should not be offered, sold or



otherwise made available to any retail investor in the United Kingdom (UK). For these purposes, a retail
investor means a person who is one (or more) of: (i) a retail client, as defined in point (8) of Article 2 of
Regulation (EU) No 2017/565 as it forms part of the domestic law of the UK by virtue of the European Union
(Withdrawal) Act 2018 (as amended, the EUWA); (ii) a customer within the meaning of the provisions of the
FSMA and any rules or regulations made under the FSMA to implement Directive (EU) 2016/97, where that
customer would not qualify as a professional client, as defined in point (8) of Article 2(1) of Regulation (EU)
No 600/2014 as it forms part of the domestic law of the UK by virtue of the EUWA,; or (iii) not a qualified
investor as defined in Article 2 of Regulation (EU) 2017/1129 as it forms part of the domestic law of the UK
by virtue of the EUWA. Consequently, no key information document required by Regulation (EU) No
1286/2014 as it forms part of the domestic law of the UK by virtue of the EUWA (the UK PRIIPs Regulation)
for offering or selling the Covered Bonds or otherwise making them available to retail investors in the UK has
been prepared and therefore offering or selling the Covered Bonds or otherwise making them available to any
retail investor in the UK may be unlawful under the UK PRIIPs Regulation.

NOTIFICATION UNDER SECTION 309B(1)(C) OF THE SECURITIES AND FUTURES ACT 2001
(CHAPTER 289 OF SINGAPORE)

In connection with Section 309B(1)(c) of the Securities and Futures Act 2001 (Chapter 289) of Singapore (as
amended, the SFA) and the Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore
(the CMP Regulations 2018), unless otherwise stated in the applicable Final Terms, all Covered Bonds shall
be prescribed capital markets products (as defined in the CMP Regulations 2018) and Excluded Investment
Products (as defined in the Monetary Authority of Singapore (the MAS) Notice SFA 04-N12: Notice on the
Sale of Investment Products and in the MAS Notice FAA-N16: Notice on Recommendations on Investment
Products).

SUITABILITY OF INVESTMENT

Each potential investor in the Covered Bonds must determine the suitability of that investment in light of its
own circumstances. In particular, each potential investor should:

@) have sufficient knowledge and experience to make a meaningful evaluation of the Covered Bonds, the
merits and risks of investing in the Covered Bonds and the information contained or incorporated by
reference in this Base Prospectus or any applicable supplement;

(b) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Covered Bonds and the impact the Covered Bonds
will have on its overall investment portfolio;

©) have sufficient financial resources and liquidity to bear all of the risks of an investment in the Covered
Bonds, including Covered Bonds with principal or interest payable in one or more currencies, or where
the currency for principal or interest payments is different from the potential investor's currency;

(d) understand thoroughly the terms of the Covered Bonds and be familiar with the behaviour of any
relevant indices and financial markets; and

(e) be able to evaluate (either alone or with the help of a financial adviser) possible scenarios for
legislative, economic, interest rate and other factors that may affect its investment and its ability to
bear the applicable risks.

Some Covered Bonds are complex financial instruments. Sophisticated institutional investors generally do not
purchase complex financial instruments as stand-alone investments. They purchase complex financial
instruments as a way to reduce risk or enhance yield with an understood, measured, appropriate addition of
risk to their overall portfolios. A potential investor should not invest in Covered Bonds which are complex
financial instruments unless it has the expertise (either alone or with a financial adviser) to evaluate how the



Covered Bonds will perform under changing conditions, the resulting effects on the value of the Covered
Bonds and the impact this investment will have on the potential investor's overall investment portfolio.

Legal investment considerations may restrict certain investments. The investment activities of certain
investors are subject to legal investment laws and regulations, or review or regulation by certain authorities.
Each potential investor should consult its legal advisers to determine whether and to what extent (1) Covered
Bonds are legal investments for it, (2) Covered Bonds can be used as collateral for various types of borrowing
and (3) other restrictions apply to its purchase or pledge of any Covered Bonds. Financial institutions should
consult their legal advisors or the appropriate regulators to determine the appropriate treatment of Covered
Bonds under any applicable risk-based capital or similar rules.

The investment activities of certain investors are subject to rules and regulations and/or review or regulation
by certain authorities. Each potential investor should consult its legal advisers or responsible supervisory
authority in order to determine whether and to what extent the investor has the opportunity to invest in Covered
Bonds.
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OVERVIEW OF THE PROGRAMME

The following is a brief overview only and should be read in conjunction with the rest of this Base Prospectus
and, in relation to any Covered Bond, in conjunction with the applicable Final Terms and, to the extent
applicable, the Terms and Conditions of the Covered Bonds set out herein. Any decision to invest in the
Covered Bonds should be based on a consideration of the Base Prospectus as a whole, including the documents

incorporated by reference.

This Overview constitutes a general description of the Programme for the purposes of Article 25(1) of the
Commission Delegated Regulation (EU) No 2019/980 (the Delegated Regulation).

Oversight by
the Icelandic Financial
Supervisory Authority
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Words and expressions defined in "Form of the Covered Bonds" and "Terms and Conditions of the Covered
Bonds" below shall have the same meanings in this overview. A glossary of certain defined terms is contained
at the end of this Base Prospectus.

Description: €3,000,000,000 European Covered Bond (Premium)
Programme

1. THE PARTIES
Legal Entity Identifier (LEI): RIL4VBPDBOM7Z3KXSF19

Issuer: Arion Bank hf. (Arion), a leading universal Icelandic bank,
whose business includes mortgage lending in Iceland.

The Issuer holds a licence from the Icelandic Financial
Supervisory Authority of the Central Bank of Iceland
(Fjarmalaeftirlitio) (the Icelandic FSA) to conduct financing
business as a commercial bank and a licence to issue Covered
Bonds in accordance with the Icelandic Act on Covered Bonds
no. 11/2008 (as amended, the Icelandic Covered Bond Act or

the ICBA).

Arranger: Barclays Bank Ireland PLC, acting through its investment bank
(Barclays).

Dealers: Barclays, UBS Europe SE (UBS Investment Bank), Deutsche

Bank Aktiengesellschaft (Deutsche Bank), Arion and any other
Dealers appointed in accordance with the Programme
Agreement.

Independent Inspector The Issuer is required to appoint an independent inspector, and

(Sjdlfsteedur skodunarmadur):  this appointment must be approved by the Icelandic FSA. The
Independent Inspector will monitor the Register in accordance
with the Icelandic Covered Bond Act and the Rules and verify
that the valuation of collateral for debt instruments in the cover
pool is based on the prescribed methodology. The independent
inspector shall semi-annually provide the Icelandic FSA with a
written report regarding his or her observations, and shall as
soon as possible inform the Icelandic FSA of any circumstances
he or she becomes aware of, that could affect the Icelandic
FSA's assessment of the Issuer. The initial independent
inspector has been appointed pursuant to an agreement with
KPMG ehf. (KPMG).

Cover Pool Swap Provider: The Issuer may enter into swaps from time to time with third
party counterparties to convert ISK interest payments received
by the Issuer in respect of assets registered to the Cover Pool
(other than derivative agreements with qualified counterparties
which are registered to the Cover Pool (the Eligible Swaps))
into floating payments linked to the rate of interest under the
Covered Bonds (the Cover Pool Swap).
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Currency Swap Providers:

Indexed Currency Swap
Providers:

Interest Rate Swap Providers:

Fiscal Agent and Transfer
Agent:

Listing Agent :
Registrar:

CSD Agent:

KEY FEATURES

FSA Licensing:

Covered Bond Directive

Status of the Covered Bonds:

The Issuer may enter into currency swaps (each a Currency
Swap) from time to time with third party counterparties (each,
a Currency Swap Provider), subject to currency restrictions in
place at each time, in order to hedge currency risks arising from
(a) Covered Bonds which are issued in currencies other than
ISK and (b) assets (other than bonds as defined in Article 2 of
the Icelandic Covered Bond Act which are issued by borrowers
and as described in Article 5 of the Icelandic Covered Bond Act
(Mortgage Bonds) and Eligible Swaps) which are registered to
the Cover Pool and are denominated in ISK.

The Issuer may enter into indexed currency swaps (each an
Indexed Currency Swap) from time to time with third party
counterparties (each, an Indexed Currency Swap Provider) in
order to hedge currency risks arising from (a) Covered Bonds
which are issued in currencies other than ISK and (b) assets
which are registered to the Cover Pool and are denominated in
ISK and inflation linked.

The Issuer may enter into single currency interest rate swaps
(each, an Interest Rate Swap) from time to time with third
party counterparties (each, an Interest Rate Swap Provider) in
order to hedge the Issuer's interest rate risks in ISK and/or other
currencies to the extent that they have not been hedged by the
Cover Pool Swap or a Currency Swap.

The Cover Pool Swap Provider, the Currency Swap Providers
and the Interest Rate Swap Providers are together referred to as
the Swap Providers. The Cover Pool Swap, each Currency
Swap and each Interest Rate Swap are together referred to as the
Swaps.

The Bank of New York Mellon, London Branch.

Matheson LLP
Bank of New York Mellon SA/NV Luxembourg Branch

Arion Bank hf.

The Issuer is required to hold a licence from the Icelandic FSA
to conduct financing business as a commercial bank as well as
a licence to issue Covered Bonds in accordance with the
Icelandic Covered Bond Act.

The Covered Bonds are eligible for the label "European
Covered Bond (Premium)”.

The Covered Bonds and any related Receipts and Coupons
constitute direct, unilateral, unconditional and unsubordinated
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The Register:

Certain Restrictions:

Composition of the Cover

Pool:

Liquidity buffer:

Relevant Reference Currency
Swaps

obligations of the Issuer to pay the Final Redemption Amount
and rank pari passu among themselves and with all other
outstanding unsubordinated obligations of the Issuer that have
been provided equivalent priority of claim to Covered Bonds
issued in accordance with the terms of the Icelandic Covered
Bond Act.

On the winding up or voluntary or involuntary liquidation of the
Issuer, the Covered Bondholders will, by virtue of the Icelandic
Covered Bond Act, have certain rights of priority over and be
senior to other creditors of the Issuer to the Cover Pool and the
payments received with respect to the Cover Pool, but junior to
claims due to derivative agreements concluded or issued in
accordance with the terms of the Icelandic Covered Bond Act.

The rights of priority that covered bondholders and swap
providers have with respect to the Covered Bonds arise from a
registration being made in a register kept by the Issuer,
containing details of the Covered Bonds and the assets in the
cover pool.

Each issue of Covered Bonds in respect of which particular
laws, guidelines, regulations, restrictions or reporting
requirements apply will only be issued in circumstances which
comply with such laws, guidelines, regulations, restrictions or
reporting requirements from time to time.

The Cover Pool will consist primarily of loans which are
secured on interests in residential property, industrial, office or
commercial property, agricultural property, claims which the
Issuer holds, or may acquire, against providers of Covered Bond
swaps and certain substitute assets. The assets comprising the
Cover Pool will comply with requirements set out in the
Icelandic Covered Bond Act. See "Overview of the Icelandic
Legislation Regarding Covered Bonds — Eligible Cover Pool
Assets" below.

Under the Icelandic Covered Bond Act, the Issuer must
maintain a cover pool liquidity buffer to cover the maximum
cumulative net liquidity outflow on the Covered Bonds and
related derivative contracts over the next 180 days.

In connection with a relevant Series of Covered Bonds
denominated in a currency other than ISK and assigned a rating
by a Rating Agency, the Issuer covenants to establish and
maintain a collateral reserve account (a Collateral Reserve
Account). The Issuer may use amounts standing to the credit
of the Collateral Reserve Account, in accordance with the
provisions of the Deed of Covenant, to enter into a swap to
exchange receipts from the assets comprising the Cover Pool
payable in ISK and the amounts received in respect of and in the
currency of the relevant Series of Covered Bonds.
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Asset Coverage Test:

Establishment of Issuer
Accounts

Obligations of the Issuer with
respect to a Relevant
Reference Currency Swap
Agreement and the
establishment of Issuer
Accounts:

See "Overview of Transaction Documents —Deed of Covenant —
Relevant Reference Currency Swaps" below.

The Issuer shall determine the Asset Coverage Test on each
Monthly Calculation Date. In the event of a breach of such
Asset Coverage Test, the Issuer shall use reasonable endeavours
to allocate sufficient additional assets to the Cover Pool and
register such assets in the Register in an aggregate amount
sufficient to ensure that the Asset Coverage Test is met on the
next following Monthly Calculation Date.

See "Overview of Transaction Documents — Deed of Covenant
— Asset Coverage Test" below.

Upon the Issuer ceasing to be an Eligible Institution it shall,
within 90 calendar days (or such longer period as may be agreed
by Moody’s), following the first Business Day on which it
ceases to be an Eligible Institution, establish one or more Issuer
Accounts with an Eligible Institution. Further, the Issuer shall,
upon the occurrence of such ceasing, inter alia, (i) transfer all
payments received from the Cover Pool to the Transaction
Account (ii) create security over each Issuer Account for the
benefit of the Covered Bondholders and (iii) register the Issuer
Accounts and amounts standing to the credit thereof in the
Register.

As of the date of this Base Prospectus, no Issuer Accounts have
been established at an Eligible Institution by the Issuer.

See "Overview of Transaction Documents — Deed of Covenant
— Establishment of Issuer Accounts™ below.

Where a Series of Covered Bonds have a rating ascribed
pursuant to the relevant Final Terms, the Issuer makes certain
covenants with respect to operation of the Collateral Reserve
Account and the Asset Coverage Test and the establishment of
Issuer Accounts in the Deed of Covenant for the benefit of
Covered Bondholders.

In respect of the covenants made by the Issuer with respect to a
Relevant Reference Currency Swap Agreement and the
establishment and maintenance of the Issuer Accounts
described further in "Overview of Transaction Documents —
Deed of Covenant — Relevant Reference Currency Swaps" and
"Overview of Transaction Documents — Deed of Covenant —
Establishment of Issuer Accounts” respectively, the
undertakings of the Issuer may be contingent on its ratings
falling below certain trigger levels. As such, no Currency Swap
or Issuer Account shall, as of the date of this Base Prospectus,
be required to be entered into or opened by Issuer (as
applicable).
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Programme Size:

Distribution:

Currencies:

Form of Covered Bonds:

Terms of the Covered Bonds:

Redenomination:

The only consequence of any failure of the Issuer to comply
with the obligations with respect to a rated Series of Covered
Bonds set out in Overview of Transaction Documents — Deed of
Covenant — Relevant Reference Currency Swaps" and
"Overview of Transaction Documents — Deed of Covenant —
Establishment of Issuer Accounts™ shall be that the Issuer shall
not be able to issue further Covered Bonds whilst such failure is
continuing. Irrespective of the Issuer's compliance with such
covenants with respect to a rated Series of Covered Bonds, the
Issuer will be able to continue issuing Covered Bonds
denominated in ISK.

The Issuer has entered into similar covenants with respect to
S&P Legacy Covered Bonds which shall only apply whilst such
S&P Legacy Covered Bonds remain outstanding. See
"Overview of Transaction Documents — S&P Deed of
Covenant" below.

Up to €3,000,000,000 (or its equivalent in other currencies)
outstanding at any time. The Issuer may increase the amount of
the Programme in accordance with the terms of the Programme
Agreement.

Covered Bonds may be distributed by way of private or public
placement and in each case on a syndicated or non-syndicated
basis.

Subject to any applicable legal or regulatory restrictions, any
currency agreed between the Issuer and the relevant Dealer
including but not limited to U.S. Dollars, Euro, Sterling,
Japanese Yen, Danish Krone, Norwegian Krone and Icelandic
Krona.

The Covered Bonds will be issued either (i) in bearer form, (ii)
in registered form or (iii) in the case of CSD Covered Bonds, in
uncertificated and dematerialised book entry form registered in
the CSD.

CSD Covered Bonds will not be evidenced by any physical note
or document of title. Entitlements to CSD Covered Bonds will
be evidenced by registration in the registers between the direct
and indirect accountholders at the CSD.

The terms of the Covered Bonds will be set out in the Terms and
Conditions of the Covered Bonds, as completed by the
applicable Final Terms.

Subject to any applicable legal or regulatory restrictions, the
applicable Final Terms may provide that certain Covered Bonds
may be redenominated in euro. The relevant provisions
applicable to such redenomination are contained in Condition 5
of the Terms and Conditions of the Covered Bonds.
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Maturities:

Issue Price:

Interest:

Fixed Rate Covered Bonds:

Floating Rate Covered Bonds:

Such maturities as may be agreed between the Issuer and the
relevant Dealer, subject to such minimum or maximum
maturities as may be allowed or required from time to time by
the relevant central bank (or equivalent body) or any laws or
regulations applicable to the Issuer or the relevant Currencies.

Covered Bonds may be issued on a fully-paid and at an issue
price which is at par or at a discount to, or premium over, par.

The following types of Covered Bond may be issued: (a)
Covered Bonds which bear interest at a fixed rate or a floating
rate; (b) Covered Bonds which do not bear interest; and (c)
Covered Bonds which bear interest, and/or the redemption
amount of which is, calculated by reference to a specified factor
such as movements in an index or a currency exchange rate,
changes in share or commodity prices or changes in the credit
of an underlying entity. Inaddition, Covered Bonds which have
any combination of the foregoing features may also be issued.

Interest periods, rates of interest and the terms of and/or
amounts payable on redemption may differ depending on the
Covered Bonds being issued and such terms will be specified in
the applicable Final Terms.

Fixed interest will be payable on such date or dates as may be
agreed between the Issuer and the relevant Dealer and on
redemption, and will be calculated on the basis of such Day
Count Fraction as may be agreed between the Issuer and the
relevant Dealer.

Floating Rate Covered Bonds will bear interest at a rate
determined:

@) on the same basis as the floating rate under a notional
interest rate swap transaction in the relevant Specified
Currency governed by an agreement incorporating
either the 2006 ISDA Definitions (as published by the
International Swaps and Derivatives Association, Inc.
(ISDA), and as amended and updated as at the Issue
Date of the first Tranche of the Covered Bonds of the
relevant Series) or the latest version of the 2021 ISDA
Interest Derivatives Definition (as published by ISDA
at the Issue Date of the first Tranche of the Covered
Bonds of the relevant Series) as specified in the
applicable Final Terms; or

(b) on the basis of a reference rate appearing on the agreed
screen page of a commercial quotation service; or

(c on such other basis as may be agreed between the Issuer
and the relevant Dealer.
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Inflation Linked Non-
Amortising Covered Bonds:

Inflation Linked Covered

Bonds:

Other provisions in relation to
Floating Rate Covered Bonds,

Inflation Linked Covered
Bonds and Inflation Linked
Non-Amortising Covered
Bonds:

Zero Coupon Covered Bonds:

Instalment Covered Bonds:

Redemption:

The margin (if any) relating to such floating rate will be agreed
between the Issuer and the relevant Dealer for each Series of
Floating Rate Covered Bonds.

Inflation Linked Non-Amortising Covered Bonds will bear
interest adjusted for inflation and payable on such date or dates
as may be agreed with the Issuer. Inflation Linked Non-
Amortising Covered Bonds will be redeemed by payment of one
or more amounts adjusted for inflation in accordance with the
provisions set out in Condition 8.4, constituting payments of
principal in relation to such Inflation Linked Non-Amortising
Covered Bonds.

Inflation Linked Covered Bonds will bear interest which will be
payable on such date or dates as may be agreed with the Issuer.
Inflation Linked Covered Bonds will be redeemed by payment
of one or more amounts, adjusted for indexation in accordance
with the provisions set out in Conditions 6.4 and 8.3, on such
date or dates as may be agreed between the Issuer and the
relevant Dealer.

Floating Rate Covered Bonds may also have a maximum
interest rate, a minimum interest rate or both or a maximum
interest amount. Interest on Floating Rate Covered Bonds in
respect of each Interest Period, as agreed prior to issue by the
Issuer and the relevant Dealer, will be payable on the relevant
Interest Payment Dates, and will be calculated on the basis of
such Day Count Fraction, as may be agreed between the Issuer
and the relevant Dealer.

Inflation Linked Covered Bonds and Inflation Linked Non-
Amortising Covered Bonds may have variable interest amounts
and principal amounts. Interest on Inflation Linked Covered
Bonds and Inflation Linked Non-Amortising Covered Bonds in
respect of each Interest Period, as agreed prior to issue by the
Issuer and the relevant Dealer, will be payable on the relevant
Interest Payment Dates. The interest payable will be calculated
in accordance with the formula set out in Condition 6.4 for
Inflation Linked Covered Bonds, and Condition 6.5 for Inflation
Linked Non-Amortising Covered Bonds.

Zero Coupon Covered Bonds will be offered and sold at a
discount to their nominal amount and will not bear interest.

Instalment Covered Bonds may be issued on an instalment basis
in which case such Covered Bonds will be redeemed in the
Instalment Amounts and on the Instalment Dates specified in
the applicable Final Terms.

The applicable Final Terms will indicate either that the relevant
Covered Bonds cannot be redeemed prior to their stated
maturity (other than in specified instalments, if applicable, or
for taxation reasons) or that such Covered Bonds will be
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Benchmark Discontinuation:

Denomination
Bonds:

Taxation:

of

Covered

redeemable at the option of the Issuer and/or the Covered
Bondholders. The terms of any such redemption, including
notice periods, any relevant conditions to be satisfied and the
relevant redemption dates and prices will be indicated in the
applicable Final Terms.

The applicable Final Terms may provide that Covered Bonds
are redeemable in two or more instalments of such amounts and
on such dates as are indicated in the applicable Final Terms.

In the case of Floating Rate Covered Bonds (other than where
the Reference Rate is specified in the applicable Final Terms as
being Compounded Daily SOFR), if the Bank determines that a
Benchmark Event has occurred, the relevant benchmark or
screen rate may be replaced by a Successor Rate or, if there is
no Successor Rate but the Bank determines there is an
Alternative Rate (acting in good faith, in a commercially
reasonable manner and by reference to such sources as it deems
appropriate, which may include consultation with an
Independent Adviser), such Alternative Rate. An Adjustment
Spread may also be applied to the Successor Rate or the
Alternative Rate (as the case may be), together with any
Benchmark Amendments (which in the case of any Alternative
Rate, any Adjustment Spread unless formally recommended or
provided for and any Benchmark Amendments shall be
determined by the Bank, acting in good faith, in a commercially
reasonable manner and by reference to such sources as it deems
appropriate, which may include consultation with an
Independent Adviser). This is further described in Condition
6.3 (Benchmark Discontinuation).

The Covered Bonds will be issued in such denominations as
may be agreed between the Issuer and the relevant Dealer save
that the minimum denomination of each Covered Bond will be
such amount as may be allowed or required from time to time
by the relevant central bank (or equivalent body) or any laws or
regulations applicable to the relevant Specified Currency, and
save that the minimum denomination of each Covered Bond
admitted to trading on a regulated market within the EEA or
offered to the public in a Member State of the EEA in
circumstances which require the publication of a prospectus
under the Prospectus Regulation will be €100,000 (or, if the
Covered Bonds are denominated in a currency other than euro,
the equivalent amounts in such currency).

All payments in respect of the Covered Bonds will be made
without deduction for or on account of withholding taxes
imposed by any relevant tax jurisdiction. In the event that any
such deduction is made, the Issuer will, save in certain limited
circumstances detailed in Condition 9 of the Terms and
Conditions of the Covered Bonds, be required to pay additional
amounts to cover the amounts so deducted.
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Following insolvency of the
Issuer:

Use of Proceeds:

Rating:

Clearing Systems:

Approval, Listing and
Admission to Trading:

In the event of insolvency of the Issuer, the Covered Bonds of
each Series will not become due and payable according to the
Icelandic Covered Bond Act. The winding up committee shall
continue to fulfil the Issuer's commitments from the cover pool
of assets. The Covered Bondholders will have priority recourse
to the assets in the Cover Pool (junior to costs incurred in
connection with the operation, management, collection and
realisation of the Cover Pool, and claims due to derivative
agreements concluded in accordance with the provisions of the
Icelandic Covered Bond Act), and rights to proceed directly
against, amongst others, the Issuer.

The net proceeds from each issue of Covered Bonds will be
applied by the Issuer for its general corporate purposes, which
include making a profit. If, in respect of any particular issue of
Covered Bonds there is a particular identified use of proceeds,
this will be stated in the applicable Final Terms.

Covered Bonds issued under the Programme may be rated or
unrated. Where a Series of Covered Bonds is rated, such rating
will be disclosed in the Final Terms and be provided by Moody's
and any other rating agency as disclosed in the Final Terms from
time to time. Moody's is established in the European Union and
is registered under the EU CRA Regulation. As such Moody's
is included in the list of credit rating agencies published by the
ESMA on its website (at http://www.esma.europa.eu/page/List-
registered-and-certified-CRAs) in accordance with the EU CRA
Regulation. A security rating is not a recommendation to buy,
sell or hold securities and may be subject to suspension,
reduction or withdrawal at any time by the assigning rating
agency.

The Covered Bonds issued under the Programme will be cleared
through Euroclear, Clearstream, Luxembourg or the CSD,
and/or any other clearing system as may be specified in the
relevant Final Terms.

Application has been made to the CSSF to approve this
document as a base prospectus. Application has also been made
to the Luxembourg Stock Exchange for Covered Bonds issued
under the Programme to be admitted to trading on the
Luxembourg Stock Exchange's regulated market and to be listed
on the Official List of the Luxembourg Stock Exchange.

The Bank has requested the CSSF to notify the Financial
Supervisory Authority of the Central Bank of Iceland, as
competent authority under the Prospectus Regulation in Iceland,
of its approval of the Base Prospectus pursuant to Article 25 of
the Prospectus Regulation.

Application may be made to Nasdag Iceland for Covered Bonds
issued under the Programme to be admitted to trading on the
Nasdaq Iceland Main Market, the regulated market of Nasdaq
Iceland.
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Passporting:

Governing Law:

Selling Restrictions:

Risk Factors:

Covered Bonds may be listed or admitted to trading, as the case
may be, on other or further stock exchanges or markets agreed
between the Issuer and the relevant Dealer in relation to the
Series. Covered Bonds which are neither listed nor admitted to
trading on any market may also be issued.

The applicable Final Terms will state whether or not the relevant
Covered Bonds are to be listed and/or admitted to trading and,
if so, on which stock exchanges and/or markets.

Once this Base Prospectus has been approved by the CSSF in
Luxembourg, it can be passported into Iceland and thereafter
used for the admission to trading of the Covered Bonds in
Iceland.

The Covered Bonds (other than the CSD Covered Bonds) and
any non-contractual obligations arising out of or in connection
with them, will be governed by, and construed in accordance
with, English law, except for provisions relating to the
Condition 3 (Status of the Covered Bonds). Condition 3 of the
Covered Bonds and the CSD Covered Bonds will be governed
by Icelandic law.

There are restrictions on the offer, sale and transfer of the
Covered Bonds in the UK, United States, Japan, Hong Kong,
Singapore and the EEA (including the Republic of Italy, Iceland
and Belgium) and such other restrictions as may be required in
connection with the offering and sale of a particular Tranche of
Covered Bonds. See "Subscription and Sale and Selling
Restrictions™ below.

There are certain factors that may affect the Issuer's ability to
fulfil its obligations under Covered Bonds issued under the
Programme, including the exposure of the Issuer to credit risk,
market risk, operational risk and liquidity risk. Inaddition, there
are certain factors which are material for the purpose of
assessing the risks associated with Covered Bonds issued under
the Programme such as the fact that the Covered Bonds may not
be a suitable investment for all investors, certain risks relating
to the structure of particular Series of Covered Bonds and
certain market risks.
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STABILISATION

In connection with the issue of any Tranche of Covered Bonds, the Dealer or Dealers (if any) named as the
Stabilisation Manager(s) (or persons acting on behalf of any Stabilisation Manager(s)) in the applicable Final
Terms may over-allot Covered Bonds or effect transactions with a view to supporting the market price of the
Covered Bonds of the Series (as defined below) of which such Tranche forms part at a level higher than that
which might otherwise prevail. However, stabilisation may not necessarily occur. Any stabilisation action
may begin on or after the date on which adequate public disclosure of the terms of the offer of the relevant
Tranche of Covered Bonds is made and, if begun, may cease at any time, but it must end no later than the
earlier of 30 days after the issue date of the relevant Tranche of Covered Bonds and 60 days after the date of
the allotment of the relevant Tranche of Covered Bonds. Any stabilisation action or over-allotment shall be
conducted in accordance with all applicable laws and rules.

RISK FACTORS

In purchasing Covered Bonds, investors assume the risk that the Bank may become insolvent or otherwise be
unable to make all payments due in respect of the Covered Bonds. There is a wide range of risks which
individually or together could result in the Bank becoming unable to make all payments due in respect of the
Covered Bonds. It is not possible to identify all such risks or to determine which risks are most likely to occur,
as the Bank may not be aware of all relevant risks and certain risks which it currently deems not to be material
or which are unknown and may become material as a result of the occurrence of events outside the Bank's
control. The Bank has identified in this Base Prospectus a number of factors which could materially adversely
affect its business and ability to make payments due under the Covered Bonds.

In addition, factors which are material for the purpose of assessing the market risks associated with Covered
Bonds issued under the Programme are also described below.

Prospective investors should also read the detailed information set out elsewhere in this Base Prospectus and
reach their own views prior to making any investment decision.

Risks relating to the Bank

The Bank's business is materially affected by the strength of Iceland's economy which remains vulnerable
to a range of domestic and international economic and political factors

The Bank currently conducts most of its business in Iceland. Accordingly, its performance is influenced by
the level and cyclical nature of business activity in Iceland, and the overall strength of Iceland's economy,
which in turn has been and will continue to be affected by both domestic and international economic and
political factors.

Like most European countries, Iceland suffered an economic shock in the wake of the COVID-19 pandemic
in 2020. Due to Iceland’s dependence on tourism, which was drastically affected by the collapse of
international air travel during the pandemic, the Icelandic economy suffered a relatively greater decline than
most neighbouring countries. Gross domestic product (GDP) contracted by 7.7 per cent. in 2020 (source:
Statistics Iceland). GDP growth recovered to 4.3 per cent. in 2021 (source: Statistics Iceland). Despite the
almost 76 per cent. drop in tourist arrivals between 2019 and 2020 (source: Icelandic Tourist Board) and the
resulting substantial negative impact of external trade on GDP, private consumption increased, softening to
some extent the economic contraction. GDP growth in 2022 was 7.2 per cent. (source: Statistics Iceland).
While Iceland has experienced a strong economic recovery following the reduced impact of the COVID-19
pandemic in Iceland, with the availability of vaccines, the implementation of vaccination programmes and
prior infection rates having a positive impact, there can be no assurance that Iceland's speed of recovery will
be sustained in the longer run.

The domestic factors that could affect the strength of Iceland's economy include:
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. Fluctuations in the value of Icelandic Krona: the Icelandic Krona was broadly stable for much of 2024
after having depreciated in the wake of the seismic activity on the Reykjanes peninsula in November
2023. The Icelandic Krona experienced some depreciation in August 2024, likely due to the closure
of certain forward positions, before rebounding in the autumn of 2024, as interest from foreign
investors in Icelandic government bonds increased. In 2023, the Icelandic Krona appreciated by 4.1
per cent. against the U.S. dollar and by 0.8 per cent. against the euro. In 2022, the Icelandic Krona
depreciated by 9.3 per cent. against the U.S. dollar and by 2.6 per cent. against the euro. In 2021, the
Icelandic Krona depreciated by 2.6 per cent. against the U.S. dollar but appreciated 5.5 per cent. against
the euro (source: Central Bank of Iceland). A devaluation of Icelandic Krona and an increase in the
cost of imports would cause higher inflation, and possibly higher interest rates, and could therefore
diminish consumer confidence and lead to a contraction in certain sectors, such as real estate.
Alternatively, an appreciation in the value of Icelandic Krona could lead to decreased demand for
Icelandic exports or services, including tourism (i.e. as a source of foreign income), and could make
Iceland less competitive relative to other economies and currencies.

. Inflation: the rate of inflation in Iceland in September 2024 was 5.4 per cent. (year-on-year), which is
above the target rate of 2.5 per cent. per annum set by the Central Bank of Iceland (Sedlabanki islands)
(the Icelandic Central Bank). However, the current rate represents a significant decrease from
February 2023, when inflation reached 10.2 per cent. According to the Icelandic Central Bank's latest
Monetary Bulletin dated August 2024, inflation is expected to continue to ease slowly in 2025, falling
to 3.6 per cent. by the end of the year. There is however significant uncertainty regarding the Icelandic
government’s plan to introduce a per-kilometre charge for all motor vehicles and cancel the existing
tax on oil and petrol. It is still unclear how this plan will be formulated and how Statistics Iceland will
treat the change when measuring the Icelandic Consumer Price Index (CPI). It is possible that the
Icelandic Central Bank’s forecast would overestimate measured inflation, but this would not affect
underlying inflation nor monetary policy. Inflation in Iceland will continue to be strongly associated
with factors such as the relative value of the ISK, nominal wages, fiscal policy and housing prices.
However, with new methodology implemented in June 2024, which references house rents instead of
simple user cost, fluctuations in the housing component of the CPI should decrease. In response to
increased inflation, the Icelandic Central Bank raised interest rates from 0.75 per cent. in May 2021 to
9.25 per cent. in August 2023. In October 2024 the Bank begun its easing cycle by cutting interest
rates by 0.25 per cent. to 9.0 per cent.

° Iceland's economy also remains vulnerable to external factors, including conditions in Europe and
other international economic and political developments, many of which are outside the control of the
Icelandic government. In particular, instability or deterioration of the international financial markets
could have a significant adverse effect on the growth of the Icelandic economy, especially given the
relatively small size of the Icelandic economy and its dependence on trade with external partners,
particularly the EU.

Russia's invasion of Ukraine in February 2022 caused significant disruption, instability and volatility in global
markets, as well as higher inflation (including by contributing to increases in energy and commodity prices
and further disruption to supply chains) and lower growth. In response to higher inflation, leading central
banks tightened their monetary policies, including by increasing policy rates and withdrawing monetary
stimulus. For example, key policy rates in the Eurozone, the United States and elsewhere increased rapidly
during 2022 and 2023. During the second and third quarters of 2024, several policy rate cuts were announced,
including within the Eurozone by the European Central Bank (ECB). However, the commencement or
continuation (as applicable) of interest rate cuts depends on the global economic outlook, and inflation
returning to target levels. If the global economic outlook does not improve in line with expectations, the
tightening of monetary policies could return or continue going forward and this could cause a significant
slowdown in economic growth, including a potential global and/or regional recession, as well as volatility in
financial markets.
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Following Russia's actions, many countries, including the EU, the UK, Iceland and the United States have
imposed significant sanctions and export controls against Russia and Russian interests. Significant uncertainty
remains as to the full extent of the adverse economic consequences of the Russia-Ukraine war and the armed
conflict in the Middle East. Further escalation of these conflicts could cause further substantial geopolitical
uncertainty (including as a result of the ongoing tension between China and Taiwan and between China and
the United States), trade restrictions, global inflationary pressure, which in turn could have further adverse
impact on the global and Icelandic economic environment. The results of the U.S. elections, which took place
in November 2024, could also have a significant impact on international trade, global conflict and the economic
outlook for the world’s largest economy.

A glaobal recession as a result of any of the above factors is likely to affect demand for, and the price of,
Iceland's most important products and exports (i.e. tourism, seafood and aluminium). The occurrence of any
of the above factors could adversely affect Iceland's economy, which in turn could have a material adverse
effect on the Bank's business, prospects, financial position and/or results of operations, and its ability to make
payments in respect of the Covered Bonds.

The Bank's operations are exposed to Iceland's key industry sectors, particularly tourism, seafood,
aluminium, energy and real estate

Iceland's economy depends in large measure on a select number of industry sectors In 2023, total exports
accounted for 44 per cent. of GDP. The largest export industry sectors were tourism, aluminium, seafood and
other industrial goods and services. Tourism accounted for 26 per cent. of total exports in the period of Q3
2023 to Q2 2024. Aluminium accounted for 16 per cent., seafood accounted for 19 per cent. and other
industrial goods and services accounted for 33 per cent. (source: Statistics Iceland). In addition, growth in the
real estate industry sector has helped to fuel the domestic economy and, as of 31 December 2023, loans in the
real estate industry sector accounted for 9.9 per cent. of the Bank's customer loan portfolio (the customer loan
portfolio).

Key risks in these industry sectors include:

° Tourism: In view of its contribution to the Icelandic economy, any decline in the Icelandic tourism
industry sector, whether as a result of a global economic downturn, financial difficulties of key
companies in the tourism industry, natural disasters, a significant appreciation of Icelandic Krona or
other factors, could have an adverse impact on the Icelandic economy.

° Seafood: The seafood industry in Iceland depends on the availability of plentiful stocks of various
seafood species and the international demand for seafood, and any decline in stocks, a decrease in
quotas for a particular seafood species, a decrease in international demand or a significant appreciation
of Icelandic Krona could have a material adverse effect on the seafood industry sector. Following the
exit of the UK from the EU, Iceland signed a free trade agreement with the UK which provides for
similar market access for the sale of Icelandic seafood into the UK. There can be no assurance however
that the UK's exit from the EU will not have a material impact on the seafood industry in Iceland,
including due to the UK ceasing to be a point of entry into the EU market.

° Aluminium: Iceland's aluminium industry sector has developed as a result of the availability of
extensive, relatively inexpensive renewable energy sources to support energy-intensive aluminium
smelting operations. Consequently, aluminium (smelted from imported raw materials) has become a
principal component of Iceland's exports. Should the price of aluminium decline, to the point where
it is no longer economical for aluminium producers to ship raw materials for smelting in Iceland, or if
aluminium producers are able to find equivalent or cheaper sources of energy for their smelting
operations, Iceland's aluminium exports could decline.

o Energy: According to the National Energy Authority of Iceland (Orkustofnun), nearly all stationary
energy in Iceland is derived from renewable sources, such as hydro, wind and geothermal sources, and
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Iceland has become a key exporter of know-how regarding renewable energy sources. If Iceland is
not able to keep up with the pace of worldwide developments in energy technology, for example, due
to a shortage of skilled technicians or a lack of educational programmes specialising in energy, or if
foreign investment in Icelandic energy projects and initiatives is not sufficient for its projected growth,
Iceland's advantage in the energy industry sector could be impaired. In addition, maintaining and
increasing energy production is crucial for continued economic growth in Iceland.

o Real estate: Real estate prices have continued to rise in recent months and the market is characterised
by severe mismatches between supply and demand. Housing prices have increased by 70 per cent.
from January 2020 to September 2024 as measured by the residential property market price index.
index of house prices in the capital area in Iceland. The index rose 6.4 per cent. in 2020, 12.5 per cent.
in 2021, 21.0 per cent in 2022 and 7.8 per cent. in 2023 (year-on-year changes between annual
averages). The increase in housing prices prior to 2022 was partly due to lower interest rates as the
Icelandic Central Bank lowered rates in response to the impact of the COVID-19 pandemic and the
measures adopted to mitigate such impact on the Icelandic economy. However, interest rates have
now risen due to increased inflation, which has caused mortgage rates to rise accordingly which could
negatively affect housing prices as well as mortgage affordability for households. Nonetheless, the
residential property market price index increased by 11.9 per cent. in the period from September 2023
to September 2024, in large parts driven by the recent volcanic eruption and evacuation of the town of
Grindavik, which displaced 1 per cent. of the population. Imbalances between property prices and their
determinants have grown more pronounced. All of this indicates that risk in the housing market has
mounted in the recent term, and the likelihood of stagnation or a correction in the market has increased,
which could have a material adverse effect on the real estate industry sector in Iceland.

As a universal relationship bank with most of its operations in Iceland, a decline in any of these industry sectors
as a result of the occurrence of any of the above or other factors, including a global pandemic, increased
inflation, natural disasters or other cataclysmic events outside the control of the Bank, could, for example,
result in higher levels of problem loans, defined as loans more than 90 days past due but not impaired and
other problem (i.e. individually impaired) loans, and provisions for losses on such problem loans (particularly
in the Corporate & Investment Banking division), reduced demand for mortgage loans (in the Retail Banking
division) and a reduction of transactions executed for customers. In addition, a decline in any of these industry
sectors may negatively affect the broader Icelandic economy. Accordingly, a decline in any of the key industry
sectors may have a material adverse effect on the Bank's business, prospects, financial position and/or results
of operations, and its ability to make payments in respect of the Covered Bonds.

Risks associated with pandemics like the COVID-19 pandemic could have a material adverse effect on the
Bank's business, financial position, results of operations and prospects

The COVID-19 pandemic adversely impacted global economic and business conditions, including significant
volatility in financial and commodities markets. Emergence of new variants continues to remain a source of
concern and similar outbreaks of other diseases may have a further adverse impact on the global economy.

A substantial amount of the Bank's business involves making loans or otherwise committing resources to
borrowers, including individuals and companies in various industries. The impact of episodes like the COVID-
19 pandemic and their associated consequences and uncertainties on individuals, households, and businesses
could adversely impact the Bank's business, financial position, results of operations and prospects. It could
also lead to higher demand and/or lower availability of certain resources, as well as supply chain disruption
and bottlenecks, which could, in certain cases, make it more difficult for the Bank to maintain the quality and
continuity of its services.

The foregoing factors may also have the effect of heightening many of the other risks described in this "Risk

Factors" section. As a result, the Bank's business, financial position, results of operations, and prospects may
be materially adversely affected.
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The Bank is exposed to significant liquidity risk

Banking institutions are exposed to liquidity risk, resulting from the fact that the maturity of assets (typically
loans) exceeds the maturity of liabilities (the majority of which are demand deposits or otherwise short term)
or might not otherwise be adequately matched with the maturity profile of other sources of funding.

The Bank's primary source of funding has historically been deposits from individuals, corporations and
financial institutions, although it also accesses international and domestic capital markets for funding through
bond issuances under the Programme and covered bond facilities. For additional information on the Group's
deposits, see "Risk Management — Liquidity and Funding Risk".

The Bank has extended the maturity profile of its liabilities, strengthened its liquidity reserve and converted a
large portion of its demand deposits to term deposits (with 69 per cent. of the Bank's deposits being on demand
as of 30 September 2024, as compared to over 90 per cent. as of 31 December 2009). See "Risk Management
— Liquidity and Funding Risk". However, no assurance can be given that the Bank will continue to be
successful in converting its demand deposits to term deposits or will otherwise be able to increase the maturity
profile of its funding.

The Bank's non-deposit funding primarily consists of notes issued under its multicurrency EUR 3,000,000,000
medium term euro note programme (the EMTN Programme) that are denominated, among others in, euro,
Norwegian krone (NOK or Norwegian Krone) and U.S. dollars, as well as Covered Bonds issued under the
Programme, other loans and equity funding.

In recent years the Bank has sought to further diversify its funding profile through increased debt issuances
and will continue to do so if its deposit base declines or fails to grow relative to any increases in its assets, as
there will be a natural limit on the scope for growth in deposits in view of Iceland's relatively small economy
and in view of competition for funding with other banks and with pension funds. The Bank's loan-to-deposit
ratio was 143.8 per cent. as of 30 September 2024 (114.8 per cent. excluding covered bonds (which is Non-
IFRS Information)), as compared to 145.4 per cent. as of 31 December 2023 (116.0 per cent. excluding covered
bonds) and, as a result, the Bank continues to rely significantly on non-deposit funding to fund its customer
loan portfolio. The ability of the Bank to access the domestic and international capital markets depends on a
variety of factors, including market conditions, the general availability of credit, the volume of trading
activities and rating agencies' and investors' assessment of the Bank's credit strength and of the state of Iceland's
economy. These and other factors could limit the Bank's ability to raise funding in the capital markets, which
could in turn result in an increase in its cost of funding or could have other material adverse effects on the
Bank's business, prospects, financial position and/or results of operations.

Following further easing of the Capital Controls (as defined in "Financial Markets in Iceland" below) in March
2017, the Bank did not experience any significant withdrawal of deposits denominated in Icelandic Krona by
customers who had been restricted to some extent from doing so due to the Capital Controls. In 2021, a new
Foreign Exchange entered into force providing for free movement of capital as a general principle. However,
under the Act, the Central Bank of Iceland -has the mandate to enact rules restricting inflow of foreign
currency, prohibiting unhedged loans in foreign currency and providing for other restrictions on capital
movements in the interest of financial stability, subject to approval by the Minister of Finance and Economic
Affairs. No assurance can be given that the Central Bank will enact such rules or adopt measures restricting
capital movements in the future.

To the extent that the Bank fails to match more closely the maturity profiles of its assets and liabilities or
otherwise ensure that its funding grows in line with any growth in its customer loan portfolio, the Bank will
continue to be exposed to a material risk that it may be unable to repay its obligations under its funding
instruments when due, or will only be able to do so at punitive cost, which could have a material adverse effect
on the Bank's business, its prospects, financial position and/or results of operations, as well as its ability to
make payments in respect of the Covered Bonds.
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The Bank is exposed to a range of other typical financial institution market risks, including interest rate
risk and equity price risk, as well as inflation risk in connection with its inflation-linked assets and liabilities

As a financial institution, the Bank is exposed to various market risks, including interest rate risk and equity
price risk; in addition, the Bank is exposed to inflation risk in connection with its inflation-linked assets and
liabilities. The Bank's exposure to these market risks arises from imbalances on the Bank's balance sheet as
well as in market making activities and position-taking in certain securities traded by it. The Bank's approach
to market risk is to seek to limit the risk exposure arising from imbalances on the Bank's balance sheet but to
accept limited market risk in its trading book. The market risk in the trading book arises from market-making
activities, whereas market risk in the banking book arises from mismatches in assets and liabilities, primarily
in relation to currencies, maturities and interest rates. The Bank's market-making activities are largely in
Icelandic treasury notes and listed equity securities. The Bank has implemented a number of position limits
and other controls designed to limit its trading book exposure, but no assurance can be given that these controls
will be effective in all circumstances. The Bank is exposed to the risk that these controls do not prove to be
effective in all circumstances and that the Bank could therefore experience material losses in its trading book.
In addition, to the extent that these securities are marked to market, the Bank could experience significant
fluctuations in its consolidated income statement as a result of movements in the market value of these
securities. The results of the asset management operations of the Bank are also subject to market risk, as
fluctuations in the markets in which it holds assets under management can have a significant impact on their
results of operations.

In relation to its balance sheet, the Bank's operations are subject to interest rate risk associated with mismatches
between its interest-earning assets and its interest-earning liabilities. The principal mismatch arises from the
Bank's fixed interest liabilities as against its floating rate assets. The Bank also faces interest rate risk between
its interest-earning assets and interest-earning liabilities due to different floating rate calculations in different
currencies.

In a period of increasing interest rates, the Bank's level of interest expense may increase more rapidly than the
interest it earns on its loans and other assets. Unfavourable market movements in interest rates (for example,
a prolonged period of flatter than usual interest rate curves, a stronger than expected rise in interest rates, in
certain circumstances negative interest rates or an inverse yield curve) could materially adversely affect
earnings and current and future cash flows. Changes in interest rates may also negatively affect the value of
the Bank's assets and its ability to realise gains or avoid losses from the sale of such assets, all of which would
ultimately affect the Bank's net results.

In addition, the Bank is exposed to inflation risk when there is a mismatch between its assets and liabilities
linked to the CPI. As of 30 September 2024, the total amount of the Bank's CPI-linked assets was ISK 496,739
million and the total amount of its CPI-linked liabilities was ISK 312,187 million. In the event of periods of
very low inflation or of deflation, CPI-linked assets would generate diminished levels of net interest income,
which could have a material adverse effect on the Bank's net interest margin. Such assets would also decrease
in value during periods of very low inflation or of deflation.

The Bank also has significant maturity mismatches in its CPI-linked assets and liabilities, which arise from the
fact that a significant proportion of the Bank's CPI-linked mortgages is not match-funded. The Bank is faced
with interest rate risk and liquidity risk when CPI-linked mortgages are funded with liabilities which have a
shorter interest-fixing period and maturity. Although the Bank has implemented a range of risk management
procedures designed to mitigate these risks, no assurance can be given that these controls will be effective in
all circumstances, in which case the Bank could experience material losses. Any losses experienced by the
Bank as a result of its market risk exposures could have a material adverse effect on the Bank's business, its
prospects, financial position and/or results of operations, and its ability to make payments in respect of the
Covered Bonds.
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The Bank is exposed to credit risk and its customer loan portfolio contains certain problems and impaired
loans

As a financial institution engaged in lending to individuals and companies, the Bank faces credit risk which
arises from the possible failure of repayment by the borrower and/or the loans not being secured sufficiently.
Although the Bank attempts to manage this risk through its credit risk management policies by monitoring the
extension of credit to customers and taking of collateral, there is no guarantee that such precautions will be
effective, and the Bank could be exposed to more credit risk than it finds acceptable. For example, non-
compliance by employees with the Bank's credit risk management policies can result in riskier loans being
extended than permitted. In addition, the Bank may fail to assess the inherent risk in each loan application
correctly, the credit quality of borrowers or the value of collateral could decline, and deviations from the rules
by committees allowed to make such deviations could become more frequent, e.g., in response to increased
competition amongst lenders due to any deterioration in the economic situation in Iceland. Any of the
foregoing could have a material adverse effect on the Bank's business, its prospects, financial position and/or
results of operations, and its ability to make payments in respect of the Covered Bonds.

As demonstrated by the impairments incurred by the Bank described in the paragraph above and elsewhere in
the Base Prospectus, no assurance can be given that any currently performing loans will not become problem
loans in the future, whether as a result of a general impairment of conditions in a particular customer or class
of customers, a deterioration of the Icelandic economy or otherwise, or that impairments or losses relating to
problem loans will not occur. Actions the Bank may take with respect to problem loans, such as enforcing
collateral or forcing a bankruptcy in respect of problem loans, may have an adverse impact on customers in
the Bank’s other divisions, for example if such customers had invested in equity of the relevant problem
borrowers or had other exposure to such borrowers through products and services provided by other divisions
of the Bank, such as Markets, and experienced losses as a result.

In particular:

° as of 30 September 2024, 2.4 per cent. of the Bank's gross customer loan portfolio was classified as
Stage 3 loans (including purchased or originated credit impaired financial assets); and

° the Bank has significant exposure to the real estate and construction and the seafood industry sectors,
with exposure amounting to 16.7 per cent. and 6.8 per cent., respectively, of the Bank's total loans to
customers as of 30 September 2024 in the Corporate & Investment Banking division. The Bank's
exposure to the tourism industry amounts to 13.4 per cent. of the Bank's total corporate loans as of 30
September 2024.

Should any customers or an industry sector to which the Bank is exposed default or experience a significant
deterioration in their business or prospects, as the case may be, this could have a material adverse effect on the
Bank's business, its prospects, financial position and/or results of operations, and its ability to make payments
in respect of the Covered Bonds.

Iceland's banking system is relatively small given the small size of the Icelandic economy, which could limit
opportunities for growth in the near term

Given the relatively small size of the Icelandic economy, Icelandic banks are not expected to grow significantly
through domestic lending in the near term and may experience increased competition and consequently
pressures on net interest income. In addition, the Bank has limited funding opportunities in Icelandic Krona,
namely its ISK-denominated deposits and its covered bond facilities, neither of which is capable of fully
funding the Bank's ISK corporate lending volumes. Consequently, the Bank's ability to increase its corporate
lending is limited and will continue to be limited unless the Bank is able to find additional sources of funding
in Icelandic Krona. It is also unlikely that the Bank, Islandsbanki hf. (Islandsbanki) or Landsbankinn hf.
(Landsbankinn) (the Bank’s principal competitors) will grow significantly through international operations
in the near future. Iceland's economy remains vulnerable to renewed disruptions, cessation or reversal of
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growth and a return to recession, including as a result of global pandemics or other developments in the
Icelandic economy or internationally, such as Russia's invasion of Ukraine or the armed conflict in the Middle
East, any of which could in turn have a material adverse effect on the Bank's business, its prospects, financial
position and/or results of operations, and its ability to make payments in respect of the Covered Bonds.

Public sentiment and political activity in Iceland could impair the Bank's operations

Due to the financial crisis in 2008 and the subsequent deep recession in Iceland, public sentiment towards the
banking sector has at times been negative. Any such negative sentiment could ultimately be reflected in
political and legislative decisions, which could have material adverse effects on the Bank. One possibility
which has been discussed in Iceland is the potential for a law requiring the separation of commercial banking
activities from investment banking activities, which could require the Bank to divest or otherwise restructure
some of its most significant operations. Since 2017, the Minister of Finance has established various
committees to examine the structure of the banking system in Iceland. In December 2018, a working group
appointed by the Minister of Finance published a white paper focusing on a future vision for the Icelandic
financial system. The white paper proposed to set up "a line of defence" concerning the scope of investment
banking activities resulting in the Icelandic FSA needing to put into place certain rules to limit these investment
banking activities. According to this proposal, the capital requirement for direct and indirect positions taken
by a systemically important bank may not exceed 10-15 per cent. of own funds. The Bank is one of three
systemically important banks in Iceland and, following the bill's implementation and entry into force in January
2022, implementing a cap of 15 per cent of own funds, the Bank is subject to this requirement.

No assurance can be given that similar or related measures will not be proposed and ultimately enacted, which
could have a material adverse effect on the Bank's business, prospects, financial position and/or results of
operations, and its ability to make payments in respect of the Covered Bonds.

In addition, various decision-making processes within the Bank may continue to be affected by perceived
public sentiment and reputational risk due to the financial crisis in 2008 and the resulting lack of trust in the
banking sector. This could, for example, lead to the Bank deciding to refrain from engaging in activities which
it might otherwise consider to be in its interests and the interests of its shareholders, such as whether to divest
or otherwise restructure any of its operations, provide credit to a particular borrower or hire the best qualified
individual for a job because of their association with or involvement in events leading up to or in the aftermath
of the financial crisis.

During the financial crisis, the Icelandic government was not able to provide liquidity and guarantees to the
banking sector, mostly due to the size of the banking sector before 2008. It is unclear whether, and in what
capacity, the Icelandic government would assist the banking sector during difficult times in the future.

Any negative public sentiment in Iceland relating to the Bank's shareholders and other stakeholders, including
professional financial and institutional investors, could also lead to a loss of customers or business
opportunities for the Bank, which could have a material adverse effect on the Bank's business, prospects,
financial position and/or results of operations, and its ability to make payments in respect of the Covered
Bonds.

The Bank is exposed to the risk of failure and breaches of its information technology systems

The availability, integrity, reliability and operational performance of the Group's information technology (IT)
systems are critical to the Bank's operations. The Bank's business relies on the efficient and uninterrupted
operation of numerous systems, including computer hardware and software systems, data centres, third party
telecommunications networks and the systems of third parties. Although the Bank's IT systems have
demonstrated a high level of reliability and performance to date, no assurance can be given that the Bank will
be able to continue to maintain past levels of performance and any IT systems or operations, outsourced or
otherwise, could be subject to unexpected implementation costs and delays, and no assurance can be given that
such implementations will be delivered on time or within budget.
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The Bank's ability to provide products and services to its customers on a timely basis or at all would be impaired
by damage, interruption, failure or lack of capacity of its IT systems, core deposit and payment systems,
payments platform, any other systems in its clearing operations or the systems of third parties on which it relies
due to malicious increases in usage or attacks by hackers (including as a result of denial of service or similar
attacks which exceed network or gateway capacity), hardware or software defects, human error, unauthorised
access, natural hazards, disasters or similarly disruptive events as well as due to planned upgrades and
improvements which may be subject to developmental delay or fail to be effective. Although the Bank
maintains customary insurance policies for its operations, such insurance policies may not be adequate to
compensate the Bank for all losses that may occur as a result of any damage, interruption, failure or lack of
capacity. A sustained failure of the Bank's IT systems centrally or across its branches would have a significant
impact on its operations and the confidence of its customers in the reliability and safety of its banking systems,
which could have a material adverse effect on the Bank's business, prospects, financial position and/or results
of operations, and its ability to make payments in respect of the Covered Bonds.

Unauthorised disclosure of confidential information and personal data, whether through cyber security
breaches, computer viruses or otherwise, could expose the Bank to liability and protracted and costly
litigation and damage its reputation

The secure transmission of confidential information is a critical element of the Bank's operations, with the
Bank processing personal customer data (including, in certain instances, customer names, addresses, credit and
debit card numbers and bank account details), merchant data (including merchant names, addresses, sales data
and bank account details), transaction data (including payment instructions, money transfers, securities trading
and various other electronic communications and transfers within Iceland and cross-border) and other
confidential information as part of its business. Therefore, the Bank is responsible for safeguarding such
confidential information and must comply with strict data protection and privacy laws when dealing with such
data in the jurisdictions in which it operates, including through the Bank's subsidiaries, Stefnir hf. (Stefnir)
and Vordur. The Bank seeks to ensure that procedures are in place for compliance with the relevant data
protection and privacy laws by its employees and any third party service providers. The Bank has also taken
steps to implement and maintain appropriate security measures to protect confidential information.

Data protection requirements are evolving in the jurisdictions in which the Group operates. The European
General Data Protection Regulation (the GDPR) entered into force in May 2018 and brought a number of
changes to data protection legislation in the EU. The GDPR was implemented into Icelandic law by Act No
90/2018 and the Bank has taken the necessary steps to fully comply with the GDPR. The Bank is exposed to
the enhanced data protection requirements under the GDPR in its operations and any failure to comply with
the GDPR could subject the Bank to substantial fines.

The Bank could be liable in the event of a breach of applicable law including any loss of control of such
confidential information or as a result of unauthorised third party access. Unauthorised disclosure of
confidential information could occur in a number of circumstances, including as a result of cyber security
breaches, malware infection, malicious or accidental user activity, internal security breaches or as a result of
human error as well as physical security breaches due to unauthorised personnel gaining physical access to
confidential information.

The loss, destruction or unauthorised modification of confidential information by the Bank or third parties
could result in significant reputational damage, additional costs relating to customer and/or merchant
compensation or other charges, fines, loss of relationships with financial institutions, sanctions and legal
proceedings or adverse regulatory actions against the Bank by the governmental authorities, customers,
merchants or other third parties. Although the Bank generally requires that its agreements with third party
partners or service providers who may have access to confidential information include confidentiality
obligations that restrict such third parties from using or disclosing any such confidential information, these
contractual measures may not prevent the unauthorised use, modification, destruction or disclosure of
confidential information or allow the Bank to seek reimbursement from such third party in case of a breach of
confidentiality or data security obligations. In addition, certain of the small- to medium-sized enterprise
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customers of the Bank and/or its subsidiaries, defined as corporates with loans up to ISK 2.0 billion (SMEs),
may have limited data security capability and experience loss of confidential information when using the
Group's business-to-business services. Any unauthorised use, modification, destruction or disclosure of
confidential information could also result in protracted and costly litigation. Any of these or other factors
could have a material adverse effect on the Bank's business, prospects, financial position and/or results of
operations, and its ability to make payments in respect of the Covered Bonds.

The Bank may be unable to successfully implement its strategy or its strategy may not yield the anticipated
benefits

The Bank's strategy is based on assumptions and expectations, including in respect of macroeconomic
developments, competition, interest rates, revenue, expenses and cost of risk and future demand for Bank's
services, which may prove to be incorrect. Also, the benefits and impact of the Bank's strategy could fall short
of what the Bank anticipates. For example, the Bank might not be able to realise the full benefits of its lean
banking or digitalisation initiatives, which could result in less than expected customer satisfaction
improvements and cost reductions and negatively impact revenues and operating results, respectively. For
additional information on the Bank's strategy, see "Description of the Bank — Strategy".

Since the global financial crisis in 2008, macroeconomic volatility has made it more difficult to predict GDP
development in many economies, resulting in frequent modifications to growth expectations published by
economic research institutions as well as in adjustments by market research specialists, sometimes giving rise
to significant revisions to growth expectations for specific markets. Unexpected events such as Russia's
invasion of Ukraine are likely to further contribute to this. As a result, many financial institutions, including
the Bank, may find it difficult to accurately model and predict the prospects for their businesses and set viable
financial targets, and it may be difficult for investors to use historical financial results as an indicator for future
results. Any failure by the Bank to accurately predict macroeconomic developments, interest rates, revenue,
expenses and cost of risk and/or future demand for the Bank's services could lead to misjudgements with
respect to its strategy and increase the risk of failed implementation. If the Bank's strategy is not implemented
successfully or if the Bank's strategy does not yield the anticipated benefits, this could have a material adverse
effect on the Group's business, prospects, financial position and/or results of operations, and its ability to make
payments in respect of the Covered Bonds.

The Bank is exposed to competition and expects competition will increase

The Icelandic banking sector is dominated by the Bank, Islandsbanki and Landsbankinn (Islandsbanki being
mid-way through a privatisation process with a public ownership of 42.5 per cent. and Landsbankinn being
97.7 per cent. owned by the Icelandic government, and each of which is classified as a systemically important
financial institution), but also includes other commercial banks and savings banks, the Housing Financing
Fund (ibtdalanasjodur), which has decreased participation in the market and has been merged into a new
entity, the Housing and Construction Authority, and mostly provides assistance for social housing in Iceland
and pension funds, which have increased their mortgage lending to individuals at aggressive interest rates,
partially as a result of the fact that they are not subject to the Bank Levy. Pension funds in Iceland also provide
competition for the Bank's deposits, as a vast proportion of individuals' savings in Iceland are held in pensions
rather than in bank deposits, and a significant portion of payments to pension funds, representing a proportion
of salary and a contribution by employers, are required by law. Pension funds also represent a significant
source of the Bank's funding in Icelandic Krona as purchasers of the Bank's covered bonds. In addition, the
Icelandic government has introduced legislation in order to facilitate customers switching banks in an effort to
promote competition, for example, by abolishing the stamp fee on collateral, which has had the effect of
increasing the rate of refinancings, and there can be no assurance that the Bank will be able to obtain funding
at similarly low interest rates in order to maintain net interest margin.

The Bank is subject to considerable regulatory scrutiny that can hinder its competitiveness. At the same time,

fintech companies and initiatives, which are not subject to the same regulatory burden, also pose an emerging
source of competition for the Bank. The implementation of Directive (2015/2366/EU) on payment services in
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the internal market (the Payment Services Directive 2) in Iceland has increased this regulatory burden for the
Bank, as well as competitive pressure, since it came into force in Iceland on 1 November 2021. Furthermore,
the Bank is currently classified as a systemically important financial institution in Iceland, adding to its
regulatory burden. For example, the Bank, islandsbanki and Landsbankinn were for some time under
investigation by the Icelandic Competition Authority (Samkeppniseftirlitid) (the ICA) in relation to alleged
abuse of the alleged collective dominant position of these three banks relating to their mortgage loan
arrangements. That investigation was concluded with a settlement with the ICA in which the Bank agreed to
take certain measures which have the objective of stimulating competition in retail banking services for
individuals and small businesses. The measures have the objective of reducing switching costs in financial
services, promoting active competition among banks toward individuals and small businesses and negating
circumstances that could enforce tacit co-ordination in the market for retail banking services in Iceland.
According to the Icelandic Competition Act (the Competition Act), a failure to implement or comply with
measures agreed to in a settlement can lead to administrative fines being administered pending an investigation
by the ICA.

If demand for new lending and other banking products increases, the Bank expects to face increased
competition from the other large Icelandic banks, pension funds and smaller specialised institutions. In
addition, if there is sufficient credit demand, the Bank could potentially face increased competition from
foreign banks seeking to establish operations in Iceland, in particular with respect to the customers of the
Corporate & Investment Banking division. The Bank may have to comply with regulatory requirements that
may not apply to such foreign competitors, creating an unequal playing field and resulting in higher costs of
regulatory compliance for the Bank. Foreign competitors may also have substantially more resources and
financial means available to them than the Bank does (particularly given the Bank's relatively smaller size and
lack of scale advantage in light of its regulatory obligations as a systemically important financial institution in
Iceland), permitting them to invest more in business development and expansion or being able to increase
lending volumes or endure a greater reduction in margins.

If the Bank is unable to compete effectively in the future in any market in which it has a significant presence,
this could have a material adverse effect on the Bank's business, prospects, financial position and/or results of
operations, and its ability to make payments in respect of the Covered Bonds.

The Bank is involved in a number of ongoing legal proceedings and is subject to investigations by
governmental authorities

The Bank is involved in, or could be affected by, a number of ongoing legal proceedings and is subject to
investigations by governmental authorities.

For additional information on legal proceedings, see "Description of the Bank — Legal Proceedings". The
extent and outcome of the legal proceedings or investigations, as the case may be, as well as any effect on the
Bank remain uncertain.

The Bank is also exposed to risks of lawsuits or other claims inherent in its role as a financial intermediary and
consultant to third party businesses through its Corporate & Investment Banking division. These risks include
potential liability for the Bank's role in determining the price of a company and for advice the Bank provides
to participants in corporate transactions and in disputes over the terms and conditions of trading arrangements.
The Bank also faces the possibility that counterparties in the aforementioned activities as well as trading
transactions will claim that the Bank failed to properly inform them of the associated risks.

The Bank may also be subject to claims arising from disputes with employees for, among other things, alleged
illegal dismissal, discrimination or harassment, and it may also be subject to losses or reputational damage as
a result of illegal behaviour by its employees or third party service providers. These risks may often be difficult
to assess or quantify and their existence and magnitude often remain unknown for substantial periods of time.
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Should any legal proceedings or investigations be determined adversely to the Bank, the Bank could be
required to pay damages and/or fines and be subject to future restrictions on its business activities, either of
which could have a material adverse effect on the Bank's business, prospects, financial position and/or results
of operations, and its ability to make payments in respect of the Covered Bonds.

The Bank may be unable to successfully maintain salary levels, and overrunning salaries and related
expenses may give rise to reputational risk while heavy cost-cutting measures may have adverse effects on
operations

Measures introduced by the Bank from time to time to cut or contain salaries and related expenses may not
produce anticipated results. For example, total salary expenditure may increase, notwithstanding cost-cutting
measures in the form of redundancies, in response to external factors such as general salary increases. When
the general labour market is in a state of flux, including when significant wage increases have been introduced
for specific groups such as Members of Parliament and government officials or the market is experiencing
wage inflation more generally, the Bank may come under pressure to increase the salaries of its employees.
Steep salary increases not only increase the Bank's expenditure but may also have reputational consequences
in light of public sentiment. See "— Public sentiment and political activity in Iceland could impair the Bank's
operations”. In addition, failure to properly staff the various divisions of the Bank and to remunerate and
incentivise employees adequately could lead to, among other things, an impairment in the level of service
which the Bank provides to its customers or in regulatory and compliance functions and, consequently, impair
its business operations. Any of the above could have a material adverse effect on the Group's business,
prospects, financial position and/or results of operations, and its ability to make payments in respect of the
Covered Bonds.

The Bank may be unable to recruit or retain experienced and qualified personnel

The Bank's future success depends, in part, on its ability to attract, retain and motivate qualified and
experienced banking and management personnel. Competition for personnel with relevant expertise can be
significant, particularly given the limited pool of potential candidates in Iceland, as the Bank competes for
talented people with both financial and non-financial services companies. In addition, the Bank may not have
sufficient scale, or may be subject to additional limitations on compensation imposed by Icelandic law or
public sentiment, which make it unable to offer employees rates of compensation comparable to its larger
international competitors (or smaller domestic competitors which might be able to offer more flexible
compensation structures), particularly at more senior levels. The loss of the services of key employees with
institutional and customer knowledge may significantly delay the Bank's achievement of its business objectives
and could have a material adverse effect on the Bank's business, prospects, financial position and/or results of
operations, and its ability to make payments in respect of the Covered Bonds.

The Bank is exposed to operational risks

The operational risks that the Bank faces include the possibility of inadequate or failed internal or external
processes or systems failures, human error, natural disasters, regulatory breaches, employee misconduct or
external events, such as fraud. The Bank's business inherently generates operational risks. The business
depends on processing numerous complex transactions. The recording and processing of these transactions
are potentially exposed to the risk of human and technological errors, including miscalculations, or a
breakdown in internal controls relating to the due authorisation of transactions. Given the volume of
transactions processed by the Bank, errors may be repeated or compounded before they are discovered and
rectified, and no assurance can be given that risk assessments made in advance will adequately estimate the
costs of these errors. Errors or misconduct can have a particularly significant impact with respect to funds and
portfolios managed by the Bank or its wholly owned independent subsidiary Stefnir given the volume of assets
under management in any particular fund or portfolio and the consequent magnitude of any errors or
misconduct.
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The Bank has implemented controls designed to detect, monitor and mitigate operational risks. However,
these controls cannot completely eliminate such risks as some can be difficult to detect, recommendations and
suggestions of surveillance units of the Bank (such as the compliance and internal audit functions) could be
ignored, misunderstood or misapplied, and mitigation may fail to be effective. Failures in internal controls
could subject the Bank to regulatory scrutiny and could ultimately lead to losses or impairments. See - The
Bank is exposed to credit risk and its customer loan portfolio contains certain problems and impaired loans"
and "Management and Employees” and "Internal Audit”. Such events could harm the Bank's reputation and
have a material adverse effect on the Bank's business, prospects, financial position and/or results of operations,
and its ability to make payments in respect of the Covered Bonds.

The Bank relies on its reputation and brands and those of its subsidiaries

The success of the Bank's business depends significantly on the Bank's reputation with customers as well as
the strength and appeal of the Bank’s brand. The Bank's reputation is one of its most important assets and its
ability to attract and retain customers and staff and conduct business with its counterparties could be adversely
affected to the extent that its reputation or the reputation of its brand is damaged. Failure to address, or a
perception that the Bank has failed to address, various issues that could give rise to reputational risk could
cause harm to the Bank and its business prospects. Reputational issues could include:

. poor customer service or IT failures or interruptions that impact customer services and accounts (see
"— Public sentiment and political activity in Iceland could impair the Bank's operations™);

. failure, or allegations of having failed, to maintain appropriate standards of customer privacy,
customer service and record keeping and disclosure of confidential information (see "Risk Factors —
Unauthorised disclosure of confidential information and personal data, whether through cyber
security breaches, computer viruses or otherwise, could expose the Bank to liability and protracted
and costly litigation and damage its reputation™);

° failure to appropriately address potential conflicts of interest and acting, or allegations of having acted,
unethically in the conduct of its business;

° breaching, or allegations of having breached, legal and regulatory requirements, including anti-money
laundering and anti-terrorism financing requirements (see "Risk Factors — The Bank is involved in a
number of ongoing legal proceedings and is subject to investigations by governmental authorities"
and "Risk Factors — The Bank must comply with anti-money laundering and anti-bribery regulations,
and the violation of such regulations may have severe consequences");

° failure to properly identify legal, regulatory, compliance, reputational, credit, operational, liquidity
and market risks inherent in the Bank's products and services (see "Risk Factors — The Bank is exposed
to a range of other typical financial institution market risks, including interest rate risk and equity
price risk, as well as inflation risk in connection with its inflation-linked assets and liabilities" and
"Risk Factors — The Bank's risk management methods may leave it exposed to unidentified,
unanticipated or incorrectly quantified risks, which could lead to material losses or material increases
in liabilities");

° third parties on whom the Bank relies for information, products and services failing to provide the
required information, products and services;

° adverse impacts on customers of the Bank which had invested in or had exposures to companies whose
loans are determined by the Bank to be problem loans, and experienced losses as a result;

. the fact that the Bank is privately owned, while its principal competitors Islandsbanki and
Landsbankinn are to a large extent owned by the government (although Islandsbanki's shares are,
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following a partial divestiture of the government's 100% stake in June 2021 and March 2022, listed
on Nasdagq Iceland with public ownership down to 42.5 per cent. of the total shares); and

. generally poor business performance.

Failure to address these or any other relevant issues appropriately could damage the Bank's reputation and
render customers, depositors and investors less willing to do business with the Bank, which may have a
material adverse effect on the Bank's business, prospects, financial position and/or results of operations.

In addition, the Bank believes that its brand and those of its subsidiaries, Stefnir and VVordur, are one of the
key differentiators from competitors and provide a key competitive advantage. However, no assurance can be
given that the Bank and its subsidiaries will be successful in further developing their respective brands and
leveraging them into market share growth over competitors. Any circumstance that causes real or perceived
damage to the Bank's brand or the brands of its subsidiaries, including the occurrence of any of the risks or
events described in these "Risk Factors", could have a material adverse effect on the Bank's ability to retain
existing customers and attract new customers. An inability by the Bank or its subsidiaries to manage the risks
to their brands could have a material adverse effect on the Bank's business, prospects, financial position and/or
results of operations, and its ability to make payments in respect of the Covered Bonds.

The Bank's risk management methods may leave it exposed to unidentified, unanticipated or incorrectly
quantified risks, which could lead to material losses or material increases in liabilities

The Bank's risk management strategies may fail under certain circumstances, particularly when confronted
with risks that have not been identified or anticipated. Risk methodologies and techniques that the Bank adopts
to assess credit risk, market risk, liquidity risk and operational risk may be flawed or may not take all risks into
account, and it is possible that the methods for assessing these risks are not sound or are based on faulty
information. They can also be misunderstood, not communicated properly to front-line staff, not implemented
correctly or misapplied by the Bank's personnel, and supervision by management could also be insufficient.
In addition, the Bank's risk management policies are constantly being re-evaluated and there may be a lag in
implementation. Furthermore, some of the Bank's qualitative tools and metrics for managing risk are based
upon the use of observed historical market behaviour. The Bank may apply statistical and other tools to these
observations to arrive at quantifications of risk exposures. These tools and metrics may fail to predict future
risk exposures.

The Bank's losses could thus be significantly greater than its risk management measures would indicate. In
addition, the Bank's quantified modelling does not take all risks into account. Unanticipated or incorrectly
guantified risk exposures could have a material adverse effect on the Bank's business, prospects, financial
position and/or results of operations, and its ability to make payments in respect of the Covered Bonds.

The asset management operations of the Bank may fail to sustain or increase their level of assets under
management and are subject to pressure on fee margins

For the year ended 31 December 2023, the Bank generated ISK 5,494 million, or 8.56 per cent. of its operating
income, from net fee and commission income of the Markets segment, comprising the Markets division of the
Bank and its wholly owned independent subsidiary Stefnir. Stefnir manages open-ended funds, which allow
investors to reduce the aggregate amount of their investment in open-ended funds, or to withdraw altogether
from such funds, without notice. Similarly, portfolio management mandates and fiduciary mandates as well
as discretionary and advisory mandates can typically be reduced or cancelled on short notice. Fee margins for
asset management are generally under pressure as a result of competition in the market. If markets are
declining, the investment performance of Stefnir's products and third-party products provided by the Bank are
seen as unsatisfactory and/or if customers are dissatisfied with the quality of the Bank's services or Stefnir's
products (for instance, in respect of performance, reporting or compliance with customer instructions), this
could lead to significant redemptions and withdrawals of assets under management. Funds provided by the
Bank or managed by Stefnir could underperform the market or otherwise generate poor performance,
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undermining growth in assets under management, negatively affecting net fee and commission income as well
as contributing to redemptions and withdrawals. In addition, reputational risk or potential conflicts of interest
may result in a loss of key clients. Redemptions or withdrawals of assets under management would have an
immediate impact on net fee and commission income and, therefore, operating income and, depending on the
extent of such redemptions or withdrawals, could have a material adverse effect on the Bank's business,
prospects, financial position and/or results of operations, and its ability to make payments in respect of the
Covered Bonds. Historical investment performance is not an indicator of the level of the Bank's future
performance, and it may not be able to sustain successful performance over time. Results and performance
levels in later periods may differ significantly from prior results and performance for various reasons, such as
macroeconomic factors, performance of new funds compared with old funds, the departure of fund managers
or other key staff members, loss of key clients, market conditions and a lack of investment opportunities.

Some of the pension funds that are fully managed by the Bank invested in the equity of United Silicon and
consequently lost their investment following the bankruptcy of the company. There has been media coverage
regarding the investment in light of the link between the pension funds and the Bank. The Icelandic FSA has
investigated this investment and recommended some operational changes which the Bank and the relevant
funds have complied with. The key changes are (i) to adjust the fund's investment processes in order to
improve the assessment of potential conflicts of interest and reputational risk and (ii) to maintain more detailed
documentation of the meetings and decisions of the fund's board of directors. This has also caused members
of certain pension funds managed by the Bank to challenge the Bank's role in management of these funds, for
example in terms of board representation by the Bank on the pension funds. The Bank believes that the
potential for reputational risk involving possible or perceived conflicts of interest in respect of the operations
of its Markets segment is increasing, and may have a negative impact on the Bank's relationships with its
pension fund customers and their members or other clients and possibly result in loss of pension fund
customers.

The Bank and Stefnir manage assets for retail and institutional investors, corporations and high net worth
individuals in a broad range of asset classes. Certain of these asset classes may be viewed more or less
favourably by potential customers at different times and in different markets with different regulatory and
fiscal frameworks. Moreover, the overall proportion of customer assets across the asset management industry
sector that is dedicated to actively managed funds of the type managed by the Bank and Stefnir is decreasing
in favour of passively managed funds such as index funds, trackers and other similar low-fee alternatives, such
as robo-advisers. In addition, new asset classes and categories of actively managed funds may be developed
by competitors, some of which might not be among the principal products and services offered by the Bank
and Stefnir. The entry into new products and services with potentially higher margins could also subject the
Bank and Stefnir to potential losses, as a result of lack of experience with such products and services, greater
inherent risk in the products and services or otherwise. The reduction in the number of pension funds in
Iceland, and the recent trend on the part of certain Icelandic pension funds to bring asset management
responsibilities back in-house rather than relying on third-party asset managers like the Bank, has had an
impact on the fund management market in Iceland and is expected to have a negative effect on the fund
management industry, especially in traditional funds, for the foreseeable future. Other imminent changes in
the asset management industry include the arrival of new competition in the form of fintech companies, leading
to more intense competition and putting pressure on commissions in various financial services. Responding
to these changes will require the Bank to incur additional costs, hire employees with new expertise and change
its business processes and services.

In addition, regulatory changes, in particular the implementation in Iceland of MIFID Il and Regulation
(600/2014) on Markets in Financial Instruments (MiFIR), which replaced, extended and improved existing
European rules on markets in financial instruments and strengthened investor protection by introducing
additional organisational and conduct requirements, and which came into force on 1 September 2021, when
the relevant Act of Parliament came into force, give more extensive powers to regulators and introduce the
possibility of imposing higher fines in case of infringement of the requirements of such regulations.
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The Bank could incur unforeseen liabilities from prior and future acquisitions and disposals

During the last few years, the Bank has made various acquisitions (in particular, the acquisition of the insurance
subsidiary Vordur and it has divested a number of assets, primarily non-core assets, which consist of legacy
equity holdings of non-core subsidiaries and other assets, such as investment property, which it had acquired
through restructuring processes following the financial crisis in 2008. See "Description of the Bank — History
— 2010-2012: Restructuring of the Bank and its customers”. The Bank also acquired a majority interest in
United Silicon as a result of its default. In the future, the Bank may make additional acquisitions and may
decide to divest certain parts of its current businesses. The Bank may encounter difficulties integrating entities
it has acquired into its operations or the combination of the businesses may not perform as well as anticipated.
Failure to complete announced business combinations or failure to successfully integrate acquired businesses
could lead to departures of key employees and have a material adverse effect on the Bank's business, prospects,
financial position and/or results of operations, and its ability to make payments in respect of the Covered
Bonds.

Acquisitions expose the Bank to the risk of unforeseen expenses, losses, tax liabilities or obligations with
respect to employees, clients and business partners of acquired businesses, governmental authorities and other
parties. Before making an investment in a company or business, the Bank assesses the value or potential value
of such company or business and the potential return on such an investment. In making the assessment and
otherwise conducting due diligence, the Bank relies on the resources available and, in some cases, an
investigation by third parties. However, no assurance can be given that due diligence examinations carried out
by the Bank or by third parties in connection with equity interests in companies or businesses that the Group
has acquired or will acquire are sufficient or will reveal all of the risks associated with such companies and
businesses or the full extent of such risks. In addition, acquired companies or businesses may have hidden
liabilities that are not apparent at the time of acquisition. Although the Bank normally obtains certain
warranties and indemnities from the seller, these warranties and indemnities may not cover all of the liabilities
that may arise following the acquisition, and any indemnification may not fully compensate the Bank for any
diminution in the value of its interest in such companies or businesses. The Bank may also encounter
difficulties enforcing warranties or indemnities against a seller for various reasons, including the insolvency
of the seller, legal technicalities, such as the relevant jurisdiction or evidence requirements, or expiry of claim
periods for such warranties or indemnities.

When divesting businesses or assets, the Bank may not always be able to pass on the entire risk relating to the
divested business or assets to the purchaser, which may lead to additional risks, such as liability related to
legacy obligations. The Bank could also face reputational issues or negative public sentiment upon a disposal,
whether as a result of a sale at a discount to perceived value or for other reasons.

The Bank's insurance coverage may not adequately cover all losses

The Bank maintains customary insurance policies for its operations, including insurance for its liquid assets,
money transport and directors' and officers' liability, as well as insurance against computer crimes and for
employee dishonesty and mistakes. Due to the nature of the Bank's operations and the nature of the risks that
it faces, no assurance can be given that the coverage that the Bank maintains is adequate to cover the losses
for which it believes it is insured and, in the event the Bank's insurance is not adequate, this could have a
material adverse effect on the Bank's business, prospects, financial position and/or results of operations, and
its ability to make payments in respect of the Covered Bonds.

The Bank's accounting policies and methods are critical to how it reports its financial condition and results
of operations. They require management to make estimates about matters that are uncertain.

Accounting policies and methods are fundamental to how the Bank records and reports its financial condition

and results of operations. Management must exercise judgement in selecting and applying many of these
accounting policies and methods so they comply with IFRS.
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Management has identified certain accounting policies in the notes to its financial statements as being critical
because they require management's judgement to ascertain the valuations of assets, liabilities, commitments
and contingencies. See note 43 to the Q3 2024 Interim Financial Statements.

A variety of factors could affect the ultimate value that is obtained either when earning income, recognising
an expense, recovering an asset or reducing a liability. The Bank has established detailed policies and control
procedures that are intended to ensure that these critical accounting estimates and judgements are well
controlled and applied consistently. In addition, the policies and procedures are intended to ensure that the
process for changing methodologies occurs in an appropriate manner. Because of the uncertainty surrounding
the Bank's judgements and the estimates pertaining to these matters, the Bank cannot guarantee that it will not
be required to make changes in accounting estimates or restate prior period financial statements in the future.

The Bank is subject to additional taxes beyond corporate income tax, which impose costs and competitive
disadvantages

In addition to the basic corporate income tax rate in Iceland, the Bank is subject to certain other taxes which
are specific to financial institutions in Iceland and increase its effective tax rate and its effective cost of funding,
which in turn can inhibit its ability to compete effectively with domestic and foreign lenders who are not
subject to such additional taxes. The general corporate income tax rate in Iceland is 20 per cent., as provided
under Act No. 90/2003 on income tax, as amended (the Income Tax Act). However, pursuant to Act No.
100/2023, reflecting the amendment of various acts in relation to the 2024 state budget, the corporate income
tax rate was temporarily increased to 21 per cent. for the fiscal year 2024.

Under Act No. 155/2010 on Special Tax on Financial Institutions, certain types of financial institutions,
including the Bank, are required to pay an annual levy (the Bank Levy), which, prior to the COVID-19
pandemic had, since the year ended 31 December 2013, been calculated at 0.376 per cent. on the total debt of
the Bank in excess of ISK 50.0 billion as of the end of the applicable period. Non-financial subsidiaries are
exempt from the Bank Levy. Whereas the Bank Levy was originally introduced as a temporary measure, there
is currently no fixed date for its removal. The Bank Levy was lowered in 2020 from 0.376 per cent. to 0.145
per cent.

In addition, according to Act No. 165/2011 on Financial Activities Tax, certain types of financial institutions,
including the Bank, are currently required to pay a special additional 5.5 per cent. tax levied on all remuneration
paid to employees (the Financial Activity Tax). Under the Income Tax Act, the Bank is subject to an
additional tax of 6.0 per cent. as a financial institution in respect of taxable profit exceeding ISK 1.0 billion
irrespective of joint taxation or carry-forward losses (the Special Financial Activity Tax). The Bank Levy,
the Financial Activity Tax and the Special Financial Activity Tax place an increased cost burden on the Bank
and subject it to a competitive disadvantage relative to other lenders not subject to such taxes, including
international banks, domestic pension funds and the Housing Financing Fund.

In addition, the Bank's results of operations could be harmed by changes in tax laws and tax treaties or the
interpretation thereof, changes in corporate tax rates and the refusal of tax authorities to issue or extend
advanced tax rulings, any of which could result in the Bank being subject to a higher effective tax rate. The
unavailability of tax rulings could also diminish the range of structured transactions the Bank can enter into
with its customers.

Moreover, the Bank may be subject to additional taxes or levies in the future. For example, the governor of
the Icelandic Central Bank has suggested the possible imposition of a levy on banks to help fund the negative
carry costs of the significant foreign currency reserves which the Icelandic Central Bank maintains, which, if
enacted, could impose significant additional costs on financial institutions in Iceland, including the Bank.

Any additional tax could increase the Bank's cost of funding and operating costs generally, impair the ability
of the Bank to compete effectively with other lenders and/or decrease the Bank's lending volumes and margins,
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any of which could have a material adverse effect on the Bank's business, prospects, financial position and/or
results of operations, and its ability to make payments in respect of the Covered Bonds.

The Bank could face tax liabilities or competitive disadvantages in respect of VAT on some of its services

The services of banks, savings banks and other credit institutions are currently exempt from value added tax
(VAT) under the Value Added Tax Act No. 50/1988. The tax authorities in Iceland have historically construed
the exemption to be limited to the services that banks and other credit institutions provide according to the
Financial Undertakings Act. For some of the services provided by the Bank to customers and under the terms
of its intra-Group arrangements with subsidiaries, the Bank has not historically collected VAT, and there is
uncertainty whether VAT should be collected for some of such services. While the Bank believes that its
practices with respect to collection of VAT are common among financial institutions in Iceland, there can be
no assurance that Icelandic tax authorities will not reassess VAT on services provided by the Bank and
conclude that the Bank has failed to collect VAT properly on certain services in the past. Should this occur,
the Bank could be liable retroactively for six years' unpaid amounts, plus penalties and interest. To the extent
that, going forward, the Bank decided, or was obliged, to start claiming VAT in respect of such services but
its competitors did not, it would be at a competitive disadvantage and could be priced out of competing
effectively for provision of certain services. Any of the foregoing could have a material adverse effect on the
Bank's business, prospects, financial position and/or results of operations.

Risks relating to the regulatory environment in which the Bank operates
There are regulatory, compliance and legal risks inherent in the Bank's businesses

The Bank's operations entail considerable regulatory, compliance and legal risks, including litigation and
liability risk. The Bank and certain of its subsidiaries are subject to government regulation and supervision as
financial institutions in Iceland, and regulations may be extensive and may change piecemeal, rapidly, at times
unexpectedly and with only a very short period of notice and consultation, as they have done since the global
financial crisis in 2008. The regulatory and compliance risks faced by the Bank and its subsidiaries arise not
only from regulation within Iceland or specific to financial services firms, but also from other, more broadly
applicable regulations and from risks relating to the ability of Icelandic authorities to adopt, implement and
administer applicable regulations and to supervise Icelandic banks. The implementation of new European
directives and regulations into Icelandic legislation will be subject to the ability of the Icelandic ministries,
legislature and regulators to apply additional, more stringent requirements where they are permitted or required
to do so, for example with respect to capital requirements. The Bank and its subsidiaries are also subject to
regulatory scrutiny from certain other supervisory bodies, such as the ICA and the Data Protection Authority.
In addition, the Bank's ability to conduct certain of its and its subsidiaries' operations is contingent upon
licences issued by financial authorities. Compliance with the requirements of these licences, or with an
administrative decision or supervisory guidance or any new or revised law, regulation or licensing requirement
may require significant resources and manpower, impose significant costs on the Bank and require changes in
the Bank's operations and management. Failure to comply with any of the above could potentially expose the
Bank to civil or criminal liability, reputational damage and sanctions including fines, the loss or limitation of
licences, authorisations or permits necessary for the Bank's business and stricter regulatory scrutiny or
supervision by Icelandic authorities. Such failures may arise despite the Bank's risk management system.

Leading up to the financial crisis in 2008, there was a significant imbalance between the resources of the
Icelandic FSA and those of Icelandic banks, which may have limited the ability of the Icelandic FSA to
adequately supervise such banks. Although these resource constraints have since been addressed through
measures such as the appointment of more staff at the Icelandic FSA and revision and expansion of the
regulatory framework surrounding the banking industry, there can be no assurance that the Icelandic FSA or
other regulatory authorities will be able to successfully identify and remedy weaknesses in Iceland's financial
services sector. Prior, to the financial crisis, Icelandic banks engaged in activities of which the Icelandic FSA
was aware and on which it did not offer negative comment, but which have since been found unlawful by the
Icelandic courts. Despite the increased Icelandic FSA resources and expanded regulatory framework, the
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possibility exists that employees of the Bank could, in good faith, engage in activities, which may be
widespread and might later be found to conflict with regulations. Pursuant to the introduction of the Act on
the European System of Financial Supervision on 9 May 2017, Iceland has adopted the European framework
for financial supervision which aims to enhance stability and the health of the financial system. See "— The
Financial Supervisory Authority, the European System of Financial Supervision, the Icelandic Central Bank
and the Iceland Stock Exchange" for details on the merger of the Icelandic FSA with the Icelandic Central
Bank.

In addition, as a result of a lack of a formally defined procedural protocol for correspondence, discussions and
meetings between the Icelandic FSA and the Bank, at times the Icelandic FSA has sought to communicate with
management in preference to the Board of Directors, or to individual Icelandic members of the Board of
Directors as opposed to the Board of Directors as an entity. These circumstances create a risk that the Bank
might be unable to have a complete overview of all the correspondence with the Icelandic FSA or that
information relevant to the Bank could be lost in translation, delayed or not relayed to the Board of Directors.
Inaccurate or insufficient information can prevent the Board of Directors from carrying out its supervisory
function and could lead to failure by the Bank to comply with corporate governance requirements.

Violations of rules and regulations, whether intentional or unintentional, or failure to comply with licensing or
other requirements, may adversely affect the Bank's reputation or financial condition, results of operations and
prospects. In addition, existing laws and regulations could be amended, the manner in which laws and
regulations are enforced or interpreted could change and new laws or regulations could be adopted in ways
unfavourable to the Bank's operations, which could adversely affect the way the Bank operates its business
and its market reputation. See "— Public sentiment and political activity in Iceland could impair the Bank's
operations™ and "Description of the Bank — Legal Proceedings".

The occurrence of any of the foregoing could have a material adverse effect on the Bank's reputation, business,
prospects, financial position and/or results of operations, and its ability to make payments in respect of the
Covered Bonds.

Iceland's national implementation of the EEA rules may not be comprehensive in all circumstances and
incorporation of the relevant EU rules into the EEA Agreement may be delayed

As a contracting party to the Agreement on the European Economic Area (EEA) which entered into force on
1 January 1994 and was incorporated into Icelandic legislation with Act No. 2/1993 on European Economic
Area (Icelandic: L6g um Evropska efnahagssveedid) (the EEA Agreement), Iceland is obligated to implement
single market EU legislation which has been incorporated into the EEA Agreement, including legislation
relating to financial markets. Where Iceland has failed to amend national law to conform to EEA rules, citizens
may be unable to rely on them and the Icelandic courts barred from applying them, unless Icelandic legislation
may be interpreted in conformity with the relevant EEA rules. In this respect, the Icelandic legislation on
financial undertakings, securities transactions and other relevant fields are mostly implemented from EEA
rules. There can be errors in such implementations which can result in a lack of uniformity between EU law
and the corresponding Icelandic legislation. In such cases, Icelandic law will be deemed to prevail in the
Icelandic courts. Such errors can cause confusion and debate as to precisely which rules the Bank is required
to follow and can result in time consuming and resource intensive discourse with regulators.

The EEA Agreement provides that EU legislation of EEA relevance is to be incorporated into the EEA
Agreement and implemented into national law by the EEA EFTA States (as defined below). Delays in
incorporation of EU legislation related to the financial markets may create regulatory discrepancy between the
EEA EFTA States and the EU Member States. Delays in the full implementation of European directives and
regulations into Icelandic legislation may also give rise to uncertainty as to the applicable requirements.
Icelandic government authorities, as well as the Bank's counterparties, may seek to mitigate delays in formal
implementation into national law by seeking to apply in practice requirements equivalent to those under EEA
rules. As a result, the Bank may be unable to rely on the precise wording of statutes or draw guidance from
legislative preparatory works. Complying with regulation that is in flux can be resource intensive and exposes
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the Bank to a risk of non-compliance, which could have a material adverse effect on the Bank's business,
prospects, financial position and/or results of operations, and its ability to make payments in respect of the
Covered Bonds.

The Bank must comply with anti-money laundering and anti-bribery regulations, and the violation of such
regulations may have severe consequences

The Bank is subject to laws regarding money laundering and the financing of terrorism as well as laws that
prohibit the Bank or its employees or intermediaries from making improper payments or offers of payment to
foreign governments and their officials and political parties for the purpose of obtaining or retaining business.
Compliance with anti-money laundering and anti-bribery regulations can place a significant financial burden
on banks and other financial institutions and requires significant technical capabilities. Iceland has
implemented the Fifth Money Laundering Directive (2018/843/EU) by amending Act No 140/2018, which
came into effect in Iceland on 23 July 2020. However, the Bank cannot predict the nature, scope or effect of
future regulatory requirements to which it might be subject or the manner in which existing laws might be
administered or interpreted. Although the Bank believes that its current policies and procedures are sufficient
to comply with applicable anti-money laundering, anti-bribery and sanctions rules and regulations, it cannot
guarantee that such policies completely prevent situations of money laundering or bribery, including actions
by the Bank's employees, for which the Bank might be held responsible. Any such events may have severe
consequences, including sanctions, fines and reputational consequences, which could have a material adverse
effect on the Bank's business, prospects, financial position and/or results of operations, and its ability to make
payments in respect of the Covered Bonds. In October 2019 the Financial Action Task Force (the FATF)
decided to place Iceland on its list of jurisdictions with strategic Anti-Money Laundering and Countering the
Financing of Terrorism deficiencies. In October 2020, Iceland was removed from the monitoring list. The
FATF concluded that Iceland had strengthened the effectiveness of its anti-money laundering (AML)/counter-
terrorist financing (CTF) regime and addressed related technical deficiencies to meet the commitments in its
action plan regarding the strategic deficiencies that the FATF identified in October 2019.

Application of CRD IV and the CRD V Directive could adversely affect the Bank

In 2013, the European Parliament and the European Council adopted a legislative package (CRD 1V) for the
implementation of the Basel 11l framework in the EU. The CRD IV package has been incorporated into the
EEA Agreement and implementation in Iceland has now been completed. Any failure by the Bank to maintain
any increased regulatory capital requirements or to comply with any other requirements introduced by
regulators could result in intervention by regulators or the imposition of sanctions, which could have a material
adverse effect on the Bank's business, prospects, financial position and/or results of operations, and its ability
to make payments in respect of the Covered Bonds, and could have other effects on the Bank's financial
performance, both with or without the intervention by regulators or the imposition of sanctions, and could also
require raising additional capital.

On 7 June 2019, Directive 2019/879/EU (the CRD V Directive) of the European Parliament and of the
European Council of 20 May 2019 and Regulation (EU) No. 2019/876 of the European Parliament and of the
Council of 20 May 2019 (CRR I1) were published amending CRD IV. The CRD V Directive and CRR I
provide for extensive changes to the EU regulatory framework, including the Fundamental Review of the
Trading Book (FRTB), the Net Stable Funding Ratio, the minimum requirements for own funds and eligible
liabilities (MREL) and the Pillar 2 framework. Eligible liabilities for these purposes means the liabilities and
capital instruments that do not qualify as CET1, Additional Tier 1 or Tier 2 instruments of the relevant entity
and that are not excluded from the scope of the bail-in tool, and that fulfil the applicable conditions under CRR
Il. EU Member States were required to adopt the measures necessary to comply with the CRD V Directive by
28 December 2020 and these measures were to be applied by Member States from 29 December 2020, although
certain provisions were only to be applied by EU Member States from 1 January 2022. CRR Il was to be
applied by EU Member States from 28 June 2021 with certain exceptions and was fully implemented into
Icelandic law following incorporation into the EEA Agreement on 29 October 2021. The CRD V Directive
has been incorporated into the EEA Agreement by EEA Joint Committee Decision No 145/2022, which entered

40



into force on 1 August 2023. The CRD V Directive and CRR Il have been implemented into Icelandic law by,
amongst other legislative and regulatory provisions, amendments to the Act on Financial Undertakings No
161/2002, including Act No. 38/2022.

The implementation of the BRRD in Iceland provides for a range of actions to be taken in relation to a
relevant entity considered to be at risk of failing. The taking of any action under the BRRD as implemented
in Iceland could materially affect the value of any Covered Bonds.

Under Directive 2014/59/EU providing for the establishment of a EU/EEA-wide (and in the UK, the Banking
Act 2009, as amended, has implemented the majority of provisions of Directive 2014/59/EU) framework for
the recovery and resolution of credit institutions and investment firms (the Bank Recovery and Resolution
Directive or BRRD, including as amended by Directive 2019/879/EU of the European Parliament and of the
European Council of 20 May 2019 (BRRD I1), as applicable), resolution authorities have the power, among
other things, to write down certain claims of unsecured creditors of a failing relevant entity (which write-down
may result in the reduction of such claims to zero) and to convert certain unsecured debt claims to equity or
other instruments of ownership (the general bail-in tool), which equity or other instruments could also be
subject to any future cancellation, transfer or dilution. The BRRD was fully implemented in Iceland on 24
May 2020 by legislation which entered into force on 1 September 2020.

Although the "bail-in" powers are not intended to apply to secured debt (such as the rights of Covered
Bondholders in respect of the Cover Pool), there remains significant uncertainty regarding the ultimate nature
and scope of these powers and how they would affect the Bank and the Covered Bondholders. Accordingly,
it is not yet possible to assess the full impact of the BRRD on the Bank and on Covered Bondholders, and there
can be no assurance that, once it is implemented, the manner in which it is implemented or the taking of any
actions by the relevant resolution authority currently contemplated in the BRRD would not adversely affect
the rights of Covered Bondholders, the price or value of an investment in the Covered Bonds and/or the Issuer's
ability to satisfy its obligations under the Covered Bonds.

In addition, on 18 April 2023, the European Commission adopted a legislative package proposal to adjust and
strengthen the EU's existing bank crisis management and deposit insurance framework (the CMDI Proposal).
The package involves a review of the BRRD and the SRM Regulation (Regulation (EU) No 806/2014)
frameworks as well as a separate legislative proposal to amend Directive 2014/49/EU on deposit guarantee
schemes, all with the aim of preserving financial stability, protecting taxpayers' money and providing better
protection for depositors (including new rules that foresee that all deposits are preferred relative to ordinary
unsecured claims). The European Parliament and the European Council finalised their respective negotiation
positions on the CMDI Proposal on 25 April 2024 and 19 June 2024. The negotiating parties are ready to
commence trilogue negotiations on the proposal. When finalised, the amended rules will be published in the
Official Journal of the EU before it enters into force and will thereafter be subject to implementation in each
of the EU Member States. As of the date of this Base Prospectus, there is a high degree of uncertainty with
regards to the proposed adjustments and when and whether they will be finally implemented in the EU and
consequently incorporated into the EEA Agreement and implemented in Iceland. Therefore, the exact impact
of these adjustments and the potential effects on the Bank cannot be assessed yet.

The exercise of any bail-in power or any suggestion of such exercise could, therefore, adversely affect the
value of the Covered Bonds. Relevant claims for the purposes of the bail-in tool would include the claims of
holders in respect of any Covered Bonds issued under the Programme if and only to the extent that the Covered
Bond liability exceeded the value of the Cover Pool against which it is secured.
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Risks Relating to the Covered Bonds

Judgments entered against Icelandic entities in the courts of a state which is not a party to the Lugano
Convention (including, as at the date of this Base Prospectus, the UK) may not be recognised or enforceable
in Iceland

A judgment entered against a company incorporated in Iceland in the courts of a state which is not a party to
the Convention on Jurisdiction and the Recognition and Enforcement of Judgments in Civil and Commercial
Matters made in Lugano on 30 October 2007 (the Lugano Convention) as a Contracting State (as defined in
the Lugano Convention), would not be recognised or enforceable in Iceland as a matter of law without a retrial
on its merits (but will be of persuasive authority as a matter of evidence before the courts of law of Iceland).
As at the date of this Base Prospectus, the UK and Iceland are not bound by any agreement, treaty or other
instrument on mutual recognition and enforcement of judgments applicable in relation to the Covered Bonds.

As a result, a final judgment in civil or commercial matters relating to the Covered Bonds obtained in the
courts of England against the Bank, will, in principle, neither be recognised nor enforceable in Iceland.
However, if a Covered Bondholder brings a new action in a competent court in Iceland, the final judgment
rendered in an English court may be submitted to the Icelandic court, but will only be regarded as evidence of
the outcome of the dispute to which it relates, and the Icelandic court has full discretion to rehear the dispute
ab initio. Any retrial on a judgment’s merits could therefore significantly delay or prevent the enforcement by
Covered Bondholders of the Bank’s obligations under the Covered Bonds.

The Bank could experience credit rating downgrades

Rating agencies assess the creditworthiness of the Bank and its operating environment and they assign a rating
to it and certain of the financial instruments it has issued for funding and capital management purposes. The
Bank has been rated A3 by Moody's.

A rating agency assessment is based on various factors. While most of the factors are specific to the Bank and
the relevant financial instruments it issues, some relate to general economic conditions and other circumstances
outside the Bank's control, such as changes in the macroeconomic environment, sovereign credit rating of
Iceland and prospective level of systemic support a government can provide. No assurance can be given that
a rating agency will not revise downward a credit rating or change the outlook on any such credit rating. In
addition, rating agencies have and may in the future change their methodology from time to time, which may
also result in a downgrade or a change in the outlook on any credit rating of the Bank or the relevant financial
instruments it issues, for example by reducing or removing the effect of systemic support.

Any downgrade or potential downgrade in the ratings of the Bank or of the relevant financial instruments it
issues may limit the Bank's access to the capital markets and certain types of instruments (for example, in
terms of seniority and maturity), reduce its prospective investor base, increase borrowing costs, require the
Bank to replace funding lost due to the downgrade or potential downgrade (for example, customer deposits),
limit the Bank's access to capital, funding and money markets and trigger requirements to post additional
collateral in derivatives contracts and other secured funding arrangements. In addition, a rating downgrade or
potential downgrade of the Bank could, among other things, limit its opportunities to operate in certain business
lines and materially adversely affect certain other business activities, which in turn could have a material
adverse effect on the Bank's business, prospects, financial position and/or results of operations, and its ability
to make payments in respect of the Covered Bonds.

Ratings of the Covered Bonds
The ratings assigned to the Covered Bonds address, inter alia:
. the likelihood of full and timely payment to Covered Bondholders of all payments of interest on each

Interest Payment Date; and
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. the likelihood of ultimate payment of principal in relation to Covered Bonds on (a) the Final Maturity
Date thereof, or (b) if the Relevant Series of Covered Bonds (as defined below) are subject to an
Extended Final Maturity Date, such Extended Final Maturity Date.

The expected ratings of the Covered Bonds are set out in the relevant Final Terms for each Relevant Series of
Covered Bonds. Any rating agency may lower its ratings or withdraw its rating if, in the sole judgement of
the rating agency, the credit quality of the Covered Bonds has declined or is in question. In addition, at any
time any rating agency may revise its relevant rating methodology with the result that, amongst other things,
any rating assigned to the Covered Bonds may be lowered. If any rating assigned to the Covered Bonds is
lowered or withdrawn, the market value of the Covered Bonds may reduce.

A rating is not a recommendation to buy, sell or hold securities and may be subject to suspension or withdrawal
(or, as noted above, revision) at any time. A credit rating may not reflect the potential impact of all of the risks
related to the structure, market, additional factors discussed above and other factors that may affect the value
of the Covered Bonds.

No events of default

The Terms and Conditions of the Covered Bonds do not include any events of default relating to the Issuer,
the occurrence of which would entitle Covered Bondholders to accelerate the Covered Bonds, and Covered
Bondholders will only be paid the scheduled interest payments under the Covered Bonds as and when they fall
due under the Terms and Conditions of the Covered Bonds.

Conflicting interests of other creditors

The rights of the Covered Bondholders rank junior to counterparties to derivatives agreements (other than with
respect to certain termination payments, as to which see "Termination payments for Swaps") included in the
Cover Pool, though they have preferential right with respect to other creditors against the Cover Pool. Further,
in the event of the winding up of the Issuer, the rights of Covered Bondholders will rank junior to costs incurred
in connection with the operation, management, collection and realisation of the Cover Pool, as well as the
claims due to derivative agreements (other than with respect to certain termination payments, as to which see
"Termination payments for Swaps™) concluded in accordance with the provisions of the Icelandic Covered
Bond Act (as mentioned above), which will be covered before the claims of the Covered Bondholders.

To the extent that Covered Bondholders are not fully paid from the proceeds of the liquidation of the assets
comprising the Cover Pool, they will be able to apply for the balance of their claims as unsecured creditors of
the Issuer and will be entitled to receive payment from the proceeds of the liquidation of the other assets of the
Issuer not comprising the Cover Pool. The Covered Bondholders would in such case rank pari passu with the
other unsecured, unsubordinated creditors of the Issuer and, as a result, may not receive all amounts owed by
the Issuer to such Covered Bondholders. Article 85(a) of the Act on the Resolution of Credit Institutions and
Investment Firms No. 70/2020 provides that, should the Issuer enter into winding-up proceedings, such claims
of Covered Bondholders would be subordinated to claims of the Issuer's depositors.

Covered Bonds are obligations of the Issuer only

The Covered Bonds will constitute obligations of the Issuer only which have the benefit of a statutory
preference under the Icelandic Covered Bond Act on the Cover Pool maintained by the Issuer. An investment
in the Covered Bonds involves a reliance on the creditworthiness of the Issuer. The Covered Bonds are not
guaranteed by any other person. In addition, an investment in the Covered Bonds involves the risk that
subsequent changes in the actual or perceived creditworthiness of the Issuer may adversely affect the market
value of the relevant Covered Bonds. There can be no assurance that the Cover Pool will be sufficient to pay
in full the amounts payable under the Covered Bonds.
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The Terms and Conditions of the Covered Bonds contain terms which permit their modification without the
consent of Covered Bondholders

The conditions of the Covered Bonds contain provisions for calling meetings (including by way of conference
call or by use of a videoconference platform) of Covered Bondholders to consider matters affecting their
interests generally. These provisions permit defined majorities to bind all Covered Bondholders including
Covered Bondholders who did not attend and vote at the relevant meeting and Covered Bondholders who voted
in a manner contrary to the majority. As a result, Covered Bondholders can be bound by the result of a vote
they voted against. Certain significant modifications may be made following approval of a quorum of one or
more persons holding or representing not less than two-thirds in aggregate nominal amount of the Covered
Bonds for the time being outstanding, including modifying the date of maturity of the Covered Bonds or any
date for payment of interest thereof, reducing or cancelling the amount of principal or the rate of interest
payable in respect of the Covered Bonds or altering the currency of payment of the Covered Bonds.

In the case of Covered Bonds other than CSD Covered Bonds, the Issuer and the Fiscal Agent shall agree,
without the consent of the Covered Bondholders, Receiptholders or Couponholders, to:

(@) any modification to any Series of Covered Bonds, the terms and conditions applying to Covered Bonds
of one or more Series (including these Terms and Conditions), the Receipts, the Coupons, the Agency
Agreement, the Deed of Covenant or any other document that has been entered into by the Issuer in
relation to the Programme which (i) the Issuer in its sole discretion determines is not prejudicial to the
interests of the Covered Bondholders and (ii) will not cause a downgrade in the ratings of the Covered
Bonds; or

(b) any modification to any Series of Covered Bonds, the terms and conditions applying to Covered Bonds
of one or more Series (including these Terms and Conditions), the Receipts, the Coupons, the Agency
Agreement, the Deed of Covenant or any other document that has been entered into by the Issuer in
relation to the Programme which, in the opinion of the Issuer, is of a formal, minor or technical nature
or is made to correct a manifest or proven error or to comply with mandatory provisions of the law or
to comply with the provisions of Directive (EU) 2019/2162 and/or Regulation (EU) 2019/2160 as
implemented into Icelandic law and/or to comply with the provisions of the Icelandic Covered Bond
Act.

The Issuer shall be entitled to determine in its sole discretion that any modification required in order to
accommodate the substitution of a Rating Agency with respect to any Series of Covered Bonds will not be
prejudicial to the interests of the Covered Bondholders provided that the relevant modifications are required
to accommodate equivalent or higher rating criteria of the replacement Rating Agency. In such case, the related
ratings requirements specified by and/or relating to such Rating Agency to be substituted (including those
specified in the Deed of Covenant) shall be amended to refer to the respective ratings requirements of the
replacement Rating Agency.

Any such modification shall be binding on the Covered Bondholders, the Receiptholders and the
Couponholders and any such modification shall be notified to the Covered Bondholders in accordance with
Condition 14 as soon as practicable thereafter. The Issuer, in its capacity as CSD Agent, may in certain
circumstances, without the consent of the holders of the CSD Covered Bonds, make decisions binding on all
holders relating to the Conditions which are not in its opinion, materially prejudicial to the interests of the
holders of the CSD Covered Bonds or are required to comply with the provisions of Directive (EU) 2019/2162
and/or Regulation (EU) 2019/2160 as implemented into Icelandic law and/or to comply with the provisions of
the Icelandic Covered Bond Act. The Issuer shall consider the interest of the holders of CSD Covered Bonds
while making such decisions.

Investors should note that a modification made to comply with Directive (EU) 2019/2162 and/or Regulation

(EU) 2019/2160 as implemented into Icelandic law or the Icelandic Covered Bond Act may not actually result
in the Covered Bonds being in compliance with such.
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Further, such modifications may include (but shall not necessarily be limited to) the modifying of extension
provisions and/or triggers under the relevant Conditions. Covered Bondholders should therefore be aware, for
instance, that the Conditions may be amended without their consent in accordance with Condition 15 (Meetings
of Covered Bondholders, Modification and Waiver) and any provisions governing maturity extension of the
Covered Bonds may be substantially different following such modification.

Investors should also note that the Deed of Covenant may be modified, which may mean substituting a Rating
Agency or modifying the Relevant Reference Currency Swap regime, without their consent.

Investors should consult their professional advisers in respect of such matters prior to purchasing any Covered
Bonds.

The value of the Covered Bonds could be adversely affected by a change in law or administrative practice

The Covered Bonds (except for Condition 3 and CSD Covered Bonds), the Receipts and the Coupons and any
non-contractual obligations arising out of or in connection with the aforementioned, are governed by, and shall
be construed in accordance with, English law. Condition 3 and the CSD Covered Bonds are governed by, and
shall be construed in accordance with, Icelandic law. No assurance can be given as to the impact of any
possible judicial decision or change to English law or Icelandic law or administrative practice after the date of
this Base Prospectus and any such change could materially adversely impact the value of any Covered Bonds
affected by it.

Investors who purchase Covered Bonds in denominations that are not an integral multiple of the Specified
Denomination may be adversely affected if definitive Covered Bonds are subsequently required to be issued

In relation to any issue of Covered Bonds which have denominations consisting of a minimum Specified
Denomination plus one or more higher integral multiples of another smaller amount, it is possible that such
Covered Bonds may be traded in amounts in excess of the minimum Specified Denomination that are not
integral multiples of such minimum Specified Denomination. In such a case a holder who, as a result of trading
such amounts, holds an amount which is less than the minimum Specified Denomination in their account with
the relevant clearing system would not be able to sell the remainder of such holding without first purchasing a
principal amount of Covered Bonds at or in excess of the minimum Specified Denomination such that its
holding amounts to a Specified Denomination. Further, a holder who, as a result of trading such amounts,
holds an amount which is less than the minimum Specified Denomination in their account with the relevant
clearing system at the relevant time may not receive a definitive Covered Bond in respect of such holding
(should definitive Covered Bonds be printed or issued) and, in order to receive a definitive Covered Bond,
would need to purchase a principal amount of Covered Bonds at or in excess of the minimum Specified
Denomination such that its holding amounts to a Specified Denomination.

If such Covered Bonds in definitive form are issued, holders should be aware that definitive Covered Bonds
which have a denomination that is not an integral multiple of the minimum Specified Denomination may be
illiquid and difficult to trade.

Covered Bonds issued under the Programme

Covered Bonds issued under the Programme (save in respect of the first issue of Covered Bonds) will either
be fungible with an existing Series of Covered Bonds or have different terms to an existing Series of Covered
Bonds (in which case they will constitute a new Series). All Covered Bonds issued from time to time will rank
pari passu with each other in all respects and will rank pari passu with any other Covered Bonds which may
be issued by the Issuer in accordance with the Icelandic Covered Bond Act.
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Risks relating to the regulation of the covered bond regime
Change of law and establishment of case law

The Terms and Conditions of the Covered Bonds (the Conditions) are governed by English law and, in respect
of Condition 3, Icelandic law, in each case as in effect as at the date of this Base Prospectus. No assurance
can be given as to the impact of any possible judicial decision or change to English law, Icelandic law and/or
administrative practice after the date of this Base Prospectus.

In particular, there is limited available case law relating to the Icelandic Covered Bond Act, be it the initial
Act adopted by the Icelandic Parliament on 4 March 2008 or the amended and restated Act adopted by the
Parliament on 27 February 2023. It is uncertain how the Icelandic Covered Bond Act will be interpreted.

Maintenance of the Register

The Issuer must also maintain a Register in respect of the Covered Bonds, the Cover Pool (including any
Collateral Reserve Amount and Accounts) and any derivative agreements. If the Register or the value of the
Cover Pool are not maintained in accordance with the Act, the Icelandic FSA may revoke the Issuer's licence
to issue Covered Bonds. Mortgage Bonds in a Cover Pool must be endorsed showing they are part of a Cover
Pool and have been entered in a Register as provided for in the Icelandic Covered Bond Act. The endorsement
must also indicate that such assets are to secure priority rights of a specific covered bond programme. The
Icelandic Covered Bond Act does not stipulate to what extent it is necessary to register a security in respect of
the other assets in the Cover Pool.

If the Issuer fails to enter the assets in the Cover Pool and payments received therefrom (Cover Pool Revenue)
in the Register, the Covered Bondholders and any Swap Providers will not have priority claims to the Cover
Pool and Cover Pool Revenue and will rank with the Issuer's unsecured creditors in the event the Issuer is
subject to winding up proceedings.

Liquidity

If the Issuer is wound up neither the Issuer nor its estate would be allowed to issue further Covered Bonds. It
would therefore not be possible for a winding up committee to raise finance in the market by the issuance of
further Covered Bonds following the winding up of the Issuer. Further, neither the Icelandic Covered Bond
Act nor the Rules stipulate that the winding up committee or the Issuer's estate may contract debt obligations
of any kind in order to service the timely payment under the terms of the Covered Bonds. There is no
legislation in place that states that the winding up committee managing the Issuer's estate can raise loans or
enter into any such agreements in order to service the timely payment of interest and principal on the Covered
Bonds. Article 17(1) of the Icelandic Covered Bond Act states that the winding up committee shall fulfil an
issuer's commitments under the covered bonds and derivative agreements using the mortgage bonds and other
assets in the cover pool and payments received on such assets, provided that the assets are listed in the Register.
However, neither the Icelandic Covered Bond Act nor the Rules on Covered Bonds include guidelines as to
whether liquidity could be raised by selling the Mortgage Bonds and other assets registered to the Cover Pool
in the market.

The Issuer is also subject to liquidity requirements in its capacity as a commercial bank supervised by the
Icelandic FSA, including a statutory requirement to maintain sufficient liquidity to enable it to discharge its
obligations as they fall due. The Icelandic FSA has issued guidelines on liquidity, which are not binding on
the Issuer. However, any serious or systematic deviations from such guidelines may lead to the Icelandic FSA
determining that the Issuer's business does not satisfy the statutory soundness requirement for commercial
banks and result in the Icelandic FSA imposing sanctions against the Issuer.

Under the Icelandic Covered Bond Act, the Issuer must maintain a cover pool liquidity buffer to cover the
maximum cumulative net liquidity outflow on the Covered Bonds and related derivative contracts over the
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next 180 days. Pursuant to the Rules on Covered Bonds, the liquidity buffer can only consist of (i) assets that
qualify as level 1, level 2A or level 2B assets pursuant to Regulation (EU) No 2015/61, as amended (the LCR
Regulation) and are not issued by the Issuer, its parent undertaking, other than a public sector entity that is
not a credit institution, its subsidiary or another subsidiary of its parent undertaking or by a securitisation
special purpose entity with which the Issuer has close links, or (ii) short-term exposures to credit institutions
that qualify for credit quality step 1 or 2, credit step 3, subject to the conditions in point (c) of Article 129(1)
of Regulation (EU) No 575/2013 (as amended), as further set out in Article 16 of the Covered Bond Directive.
The Icelandic Covered Bond Act also specifically states that uncollateralised claims from exposures considered
in default pursuant to Article 178 of the CRR cannot contribute to the cover pool liquidity buffer. Furthermore,
the relevant credit institution is required to maintain liquid assets exceeding projected net liquidity outflows
over a period of 30 days under stressed conditions under the LCR Regulation.

Risks relating to the Portfolio
Non-compliance with matching rules

The Icelandic Covered Bond Act contains matching rules which, inter alia, require that the total current value
of the assets registered to the Cover Pool as collateral for a specific covered bond programme must always
exceed the total current value of the principal of the Covered Bonds of that same programme. The Icelandic
Covered Bond Act also requires that the instalments and other payment flows accruing on assets in the Cover
Pool and from derivative agreements are in such a manner that all commitments towards the Covered
Bondholders and derivative agreements can be met. See "Overview of the Icelandic Legislation Regarding
Covered Bonds — Coverage Requirements™ below for further details.

A breach of the matching requirements prior to the winding up of the Issuer in the circumstances where no
additional assets are available to the Issuer or the Issuer lacks the ability to acquire additional assets could
cause the Icelandic FSA to revoke the Issuer's license to issue Covered Bonds. The same applies in the event
that the Issuer does not comply with other requirements prescribed in the Icelandic Covered Bond Act,
resulting in the Bank being unable to issue further Covered Bonds or refinance existing Covered Bonds.

If the matching requirements are breached following the winding up of the Issuer, the winding up committee
would not be permitted to add more assets to the Cover Pool. The Icelandic Covered Bond Act does not
provide any further guidance as to the consequences of a breach of the matching rules following the winding
up of the Issuer.

The explanatory memorandum for the Icelandic Covered Bond Act states that assets can be removed from the
cover pool and replaced with same kind of assets without limitations. If assets are replaced with substitute
collateral, there are limitations in the law on how much can be replaced with such collateral. This can,
however, be subject to contract.

No Specified Overcollateralisation

The Icelandic Covered Bond Act requires the value of the assets in the cover pool to at all times exceed the
value of the claims on the cover pool. The Icelandic Covered Bond Act requires a minimum
overcollateralisation of 5 per cent. and the Bank intends to overcollateralise the Cover Pool at all times by at
least 5 per cent. of the aggregate value of the principal amount outstanding of the Covered Bonds. Failure to
maintain sufficient assets in the Cover Pool could result in the Bank being unable to issue further Covered
Bonds or revocation of the license from the Icelandic FSA to issue Covered Bonds. Overcollateralisation is
limited to 30 per cent. of the aggregate value of the principal amount outstanding of the Covered Bonds in
accordance with the Icelandic FSA's requirements for a Covered Bond licence.
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The Cover Pool consists of limited assets

The Cover Pool consists of loans which may be secured on interests in residential property, industrial, office
or commercial property, and agricultural property, claims which the Issuer holds, or may acquire, against
providers of any Covered Bond swaps, any amounts standing to the credit of any Collateral Reserve Account,
and certain substitute assets. All assets in the Cover Pool (including any derivative agreement) must comply
with the terms of the Icelandic Covered Bond Act and Rules. See "Overview of the Icelandic Legislation
Regarding Covered Bonds — Eligible Cover Pool Assets" below for a description of the assets that can
constitute the Cover Pool. At the date of this Base Prospectus, all of the properties over which mortgages are
created are in Iceland. The value of the Cover Pool may therefore decline in the event of a general downturn
in the value of property in Iceland, either due to the effects of the COVID-19 pandemic or otherwise, which
could adversely affect the Issuer's results of operations, financial condition and business prospects and its
ability to perform its obligations under the Covered Bonds. In order for the Covered Bonds to be issued with
the "Premium" label under the Covered Bond Directive, the assets in the Cover Pool must (and are expected
to) comply with the CRR.

Geographic Concentration Risks

Certain geographic regions of Iceland from time to time will experience weaker regional economic conditions
and housing markets or be directly or indirectly affected by natural disasters or civil disturbances. Mortgage
loans in such areas will experience higher rates of loss and delinquency than mortgage loans generally.

The ability of borrowers to make payments on the mortgage loans may also be affected by factors which do
not necessarily affect property values, such as adverse economic conditions generally in particular geographic
areas or industries, or affecting particular segments of the borrowing community (such as borrowers relying
on commission income and self-employed borrowers). Such occurrences may accordingly affect the actual
rates of delinquencies and losses with respect to the mortgage loans in the cover pool.

The mortgage loans underlying certain series of Covered Bonds may be concentrated in certain regions. Such
concentration may present the risk considerations described above in addition to those generally present for
similar securities without such concentration.

Appraisals

In accordance with the Icelandic Covered Bond Act, appraisals or valuation of the properties securing the
mortgage loans may be undertaken by the Issuer, and takes account of the following: (a) The selling price of
similar properties in recent transactions; or (b) an independent appraisal conducted with a customary and
recognised approach e.g. based on the rateable value of the property, made by the Housing and Construction
Authority.

Such appraisal undertaken by the Issuer will be verified by the independent inspector as being based on an
accepted methodology.

No assurance can be given that values of the properties underlying the mortgage loans have remained or will
remain at the levels which existed on the dates of appraisal (or, where applicable, on the dates of appraisal
updates) of the related mortgage loans.

The appraisal relates both to the land and to the structure; in fact, a significant portion of the appraised value
of a property may be attributable to the value of the land rather than to the residence. Because of the unique
locations and special features of certain properties, identifying comparable properties in nearby locations may
be difficult. The appraised values of such properties will be based to a greater extent on adjustments made by
the appraisers to the appraised values of reasonably similar properties rather than on objectively verifiable
sales data. As a result, such appraisals could be more likely to overvalue certain properties and therefore
overstate the value of the collateral underlying the cover pool.
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Limited Description of the Cover Pool

Save as contemplated by each Final Terms, holders of the Covered Bonds will not receive detailed statistics
or information in relation to the assets contained or to be contained in the Bank's cover pool, as it is expected
that the constitution of the cover pool may change from time to time due to, for example, the purchase or
origination of further residential mortgages by the Bank. Although an independent inspector appointed under
the Icelandic Covered Bond Act will monitor the Bank's compliance with the requirements of the Icelandic
Covered Bond Act, the report of such inspector is not publicly available.

Audit of the Cover Pool

Other than any interim financial statements or annual audited financial statements incorporated by reference
in this Base Prospectus, the Bank does not publish any separate reviews or audits of the cover pool. However,
in accordance with the requirements of the Icelandic Covered Bond Act and the Icelandic FSA licence the
Bank is monitored by an independent inspector appointed by the Icelandic FSA who monitors that the register
is maintained in a correct manner. Furthermore, none of the Arranger and any Dealer have conducted any audit
of the Cover Pool.

Factors that may affect the realisable value of the Cover Pool
The Cover Pool Revenue or the realisable value of Cover Pool, in the event of the winding up of the Issuer,

may be reduced, which may affect the ability of the Issuer (or the winding up committee in the event of the
winding up of the Issuer) to make payments on the Covered Bond as a result of:

° default by Borrowers in payment of amounts due on their Mortgage Bonds;

° changes to the lending criteria of the Issuer (the Lending Criteria);

° no representations or warranties being given by the Issuer;

° although intended to be mitigated by overcollateralisation, set-off risks in relation to some types of

Mortgage Bonds in the Cover Pool; and
° possible regulatory changes by regulatory authorities in Iceland.

Each of these factors is considered in more detail below. However, it should be noted that the matching rules
under the Icelandic Covered Bond Act are intended to ensure that the value of the Cover Pool will be sufficient
to enable the Issuer to meet its obligations under the Covered Bonds and the derivative agreements.

Default by Borrowers in paying amounts due on their Mortgage Bonds

Borrowers may default on their obligations under the Mortgage Bonds in the Cover Pool. Defaults may occur
for a variety of reasons. The Mortgage Bonds are affected by credit, liquidity and interest rate risks. Various
factors influence mortgage delinquency rates, prepayment rates, repossession frequency and the ultimate
payment of interest and principal, such as changes in the national or international economic climate, regional
economic or housing conditions, changes in tax laws, interest rates, inflation, the availability of financing,
yields on alternative investments, political developments and government policies. Other factors in Borrowers'
individual, personal or financial circumstances may affect the ability of Borrowers to repay the Mortgage
Bonds. Loss of earnings, illness, divorce and other similar factors may lead to an increase in delinquencies by
and bankruptcies of Borrowers, and could ultimately have an adverse impact on the ability of Borrowers to
repay the Mortgage Bonds. In addition, the ability of a Borrower to sell a property given as security for a
Mortgage Bond at a price sufficient to repay the amounts outstanding under that Mortgage Bond will depend
upon a number of factors, including the availability of buyers for that property, the value of that property and
property values in general at the time.

49



The Icelandic Covered Bond Act provides that no Mortgage Bond may be registered in the Cover Pool if
payment on it is in arrears of 90 days or more.

Changes to the Lending Criteria of the Issuer

Each of the Mortgage Bonds originated by the Issuer will have been originated in accordance with its Lending
Criteria at the time of origination. It is expected that the Issuer's Lending Criteria will generally consider type
of property, term of loan, age of applicant, the loan-to-value ratio, status of applicants and credit history. The
Issuer retains the right to revise its Lending Criteria from time to time but would do so only to the extent that
such a change would be acceptable to a Reasonable, Prudent Mortgage Lender. If the Lending Criteria change
in a manner that affects the creditworthiness of the Mortgage Bonds, that may lead to increased defaults by
Borrowers and may affect the Cover Pool Revenue or the realisable value of the Cover Pool.

In accordance with the Icelandic Covered Bond Act the Issuer may only include in the Cover Pool Mortgage
Bonds issued against Mortgages secured by real property if the loan-to-value (LTV) ratio does not exceed
80% for residential property, 60% for industrial, office or commercial property, and 70% for agricultural
property. Moreover, as noted above, Mortgage Bonds in arrears for 90 days or more may not be registered in
the Cover Pool.

Set-off risks in relation to some types of Mortgage Bonds may adversely affect the value of the Cover Pool
or any part thereof

The registration of assets in the Cover Pool will not affect rights of Borrowers. Therefore, the Borrowers will
continue to have independent set-off rights against the Issuer (such as, for example, set-off rights associated
with Borrowers holding deposits with the Issuer).

The exercise of set-off rights by Borrowers may adversely affect the realisable value of the Cover Pool and/or
the ability of the winding up committee to meet in full the Issuer's obligation under the Covered Bond. In order
to mitigate this risk the Issuer currently intends that it shall include additional assets in the Cover Pool up to a
value that is at least equal to the set-off risk as calculated periodically as may be required or agreed from time
to time with the Rating Agencies.

No representations or warranties to be given by the Issuer if Cover Pool to be sold

In the event of the winding up of the Issuer, the winding up committee shall fulfil the Issuers' obligations under
the Covered Bonds and Swap Agreements using the assets in the Cover Pool and the Cover Pool Revenue. In
respect of any sale of assets in the Cover Pool to third parties, the Issuer may not be permitted to give
representations and warranties or indemnities in respect of the assets in the Cover Pool. Accordingly, there is
a risk that the realisable value of the Cover Pool could be adversely affected by the lack of representations and
warranties or indemnities which in turn could adversely affect the ability of the administrator to meet in full
all the Issuer's obligations under the Covered Bonds.

Risks related to changes to Programme structure and Transaction Documents

A wide range of Covered Bonds may be issued under the Programme. A number of these Covered Bonds may
have features which contain particular risks for potential investors. Set out below is a description of the most
common such features:

The Issuer may not have eligible assets available to allocate as Additional Assets in the Cover Pool when
required under the Deed of Covenant and Icelandic Covered Bond Act

Should pursuant to the Deed of Covenant the Asset Coverage Test be deemed to have been breached on a
particular Monthly Calculation Date (see "Overview of Transaction Documents — Deed of Covenant — Asset
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Coverage Test"), the Issuer shall be obliged to allocate sufficient additional assets (Additional Assets) to the
Cover Pool to ensure that the Asset Coverage Test is met on the next following Monthly Calculation Date.

Assets included in the Cover Pool such as mortgage bonds are and will generally be subject to amortisation of
principal and payment of interest on a monthly basis. They are also subject to early repayment of principal at
any time in whole or part by the relevant borrowers. Early repayments of principal on mortgages may result
in the Issuer being required to include Additional Assets in the Cover Pool in order for the Issuer to comply
with the aforementioned requirements under the Deed of Covenant. The ICBA also requires a minimum
overcollateralisation of 5 per cent., although does not require that the value of such assets exceeds the value of
such claims by any specific amount. If the Issuer does not originate or acquire new mortgage loans to replace
the assets which were included in the Cover Pool but which were repaid, it is possible that the Bank will not
satisfy the requirements with respect to the Asset Coverage Test in accordance with the Deed of Covenant and
also the statutory requirements of the ICBA.

The inability of the Issuer to effect the addition of Additional Assets to the Cover Pool may have an adverse
effect on the Issuer's ability to satisfy the Asset Coverage Test and/or any statutory requirements under the
ICBA, and may affect the ability of the Issuer to make payments to the Covered Bondholders when due.

If the Bank has the right to redeem any Covered Bonds at its option, this may limit the market value of the
Covered Bonds concerned and an investor may not be able to reinvest the redemption proceeds in a manner
which achieves a similar effective return

An optional redemption feature of Covered Bonds is likely to limit their market value. During any period
when the Issuer may elect to redeem Covered Bonds, the market value of those Covered Bonds generally will
not rise substantially above the price at which they can be redeemed. This also may be true prior to any
redemption period.

The Issuer may be expected to redeem Covered Bonds when its cost of borrowing is lower than the interest
rate on the Covered Bonds. At those times, an investor generally would not be able to reinvest the redemption
proceeds at an effective interest rate as high as the interest rate on the Covered Bonds being redeemed and may
only be able to do so at a significantly lower rate. Potential investors should consider reinvestment risk in light
of other investments available at that time.

The obligations of the Issuer under the Deed of Covenant are only applicable in certain circumstances

Investors should note that the Issuer's covenants with respect to operation of the Collateral Reserve Account,
the Asset Coverage Test and the establishment of Issuer Accounts under the Deed of Covenant for the benefit
of Covered Bondholders are only applicable in the circumstances set out under "Overview of Transaction
Documents — Deed of Covenant — Obligations of the Issuer™). Investors should also note that the Issuer's
covenants with respect to S&P Legacy Covered Bonds set out in the Deed of Covenant shall only apply whilst
such S&P Legacy Covered Bonds remain outstanding. See "Overview of Transaction Documents — S&P Deed
of Covenant" below.

Security and insolvency considerations

Pursuant to the Issuer establishing one or more Issuer Accounts in the circumstances set out in the Deed of
Covenant (See "Overview of Transaction Documents — Deed of Covenant — Establishment of Issuer
Accounts"), the Issuer shall create security over each Issuer Account for the benefit of the Covered
Bondholders. In certain circumstances, including the occurrence of certain insolvency events in respect of the
Issuer, the ability to realise any such security may be delayed and/or the value of the security impaired.

There can be no assurance that the Issuer will not become bankrupt and/or the subject of bankruptcy

proceedings or resolution tools and/or that the Covered Bondholders would not be adversely affected by the
application of insolvency or bankruptcy laws or resolution tools.

51



There are particular risks associated with an investment in Inflation Linked Covered Bonds and Inflation
Linked Non-Amortising Covered Bonds. In particular, an investor might receive less interest than expected
or no interest in respect of such Covered Bonds and may lose some or all of the principal amount invested
by it

Subject to any applicable legal or regulatory restrictions being lifted, the Issuer may issue Covered Bonds with
principal or interest payable in respect of the Covered Bonds being determined by reference to an index or
formula, to changes in the prices of securities or commaodities, or to movements in currency exchange rates
(each, a Relevant Factor). In addition, the Issuer may issue Covered Bonds with principal or interest payable
in one or more currencies which may be different from the currency in which the Covered Bonds are
denominated. Potential investors should be aware that:

@) the market price of such Covered Bonds may be volatile;

(b) they may receive no interest;

© payment of principal or interest may occur at a different time or in a different currency than expected,;
(d) they may lose all or a substantial portion of their principal;

(e) a Relevant Factor may be subject to significant fluctuations that may not correlate with changes in
interest rates, currencies or other indices;

()] the effect of any multiplier or leverage factor that is applied to the Relevant Factor is that the impact
of any changes in the Relevant Factor on the amounts of principal or interest payable will be magnified,;
and

(9) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the average
level is consistent with their expectations. In general, the earlier the change in the Relevant Factor,
the greater the effect on yield.

The historical experience of an index or other Relevant Factor should not be viewed as an indication of the
future performance of such index or other Relevant Factor during the term of any Covered Bonds.
Accordingly, each potential investor should consult its own financial and legal advisers about the risk entailed
by an investment in any Covered Bonds linked to a Relevant Factor and the suitability of such Covered Bonds
in light of its particular circumstances.

Covered Bonds which are issued with variable interest rates or which are structured to include with a
multiplier or other leverage factor are likely to have more volatile market values than more standard
securities

Covered Bonds with variable interest rates can be volatile investments. If they are structured to include
multipliers or other leverage factors, or caps or floors, or any combination of those features or other similar
related features, their market values may be even more volatile than those for securities that do not include
those features and, as a consequence, could drop further in value.

Inverse Floating Rate Covered Bonds will have more volatile market values than conventional Floating
Rate Covered Bonds

Inverse Floating Rate Covered Bonds have an interest rate equal to a fixed rate minus a rate based upon a
reference rate such as EURIBOR. The market values of those Covered Bonds typically are more volatile than
market values of other conventional floating rate debt securities based on the same reference rate (and with
otherwise comparable terms). Inverse Floating Rate Covered Bonds are more volatile because an increase in

52



the reference rate not only decreases the interest rate of the Covered Bonds, but may also reflect an increase in
prevailing interest rates, which further adversely affects the market value of these Covered Bonds.

If the Bank has the right to convert the interest rate on any Covered Bonds from a fixed rate to a floating
rate, or vice versa, this may affect the secondary market and the market value of the Covered Bonds
concerned

Fixed/Floating Rate Covered Bonds may bear interest at a rate that converts from a fixed rate to a floating rate,
or from a floating rate to a fixed rate. Where the Issuer has the right to effect such a conversion, this will affect
the secondary market and the market value of the Covered Bonds since the Issuer may be expected to convert
the rate when it is likely to produce a lower overall cost of borrowing. If the Issuer converts from a fixed rate
to a floating rate in such circumstances, the spread on the Fixed/Floating Rate Covered Bonds may be less
favourable than then prevailing spreads on comparable Floating Rate Covered Bonds tied to the same reference
rate. In addition, the new floating rate at any time may be lower than the rates on other Covered Bonds. If the
Issuer converts from a floating rate to a fixed rate in such circumstances, the fixed rate may be lower than then
prevailing market rates on its Covered Bonds.

Covered Bonds which are issued at a substantial discount or premium may experience price volatility in
response to changes in market interest rates

The market values of securities issued at a substantial discount or premium from their principal amount tend
to fluctuate more in relation to general changes in interest rates than do prices for conventional interest-bearing
securities. Generally, the longer the remaining term of such securities, the greater the price volatility as
compared to more conventional interest-bearing securities with comparable maturities.

Extendable obligations under the Covered Bonds

Following the failure by the Issuer to pay the Final Redemption Amount of a Series of Covered Bonds on their
Maturity Date, payment of such unpaid amounts shall be deferred if the applicable Final Terms specifies that
an Extended Maturity Date is applicable and a deferral of the Maturity Date is granted by the Icelandic FSA
at such time (a Maturity Extension Approval).

Under the Icelandic Covered Bond Act, a Maturity Extension Approval is subject to the following conditions:

@) the deferral is necessary for the purposes of:

M preventing default on a Covered Bond or a derivative contract without the sale of assets at a
substantial discount;

(i) early intervention by the Icelandic FSA or the resolution of the Issuer achieving the objective
of Act No. 70/2020 on Resolution of Credit Institutions and Investment Firms; or

(iii)  optimising the claims of Covered Bondholders and counterparties of derivative contracts or
counterparties in derivative contracts upon the winding-up or liquidation of the Issuer;

(b) that the deferral is explicitly authorised pursuant to the Terms and Conditions of the Covered Bond,
which set out the final maturity date, the maturity extension triggers, the consequences that insolvency
or resolution of the Issuer may have on the extension and the role of the Icelandic FSA with regard to
such deferral; and

(© that the deferral does not affect the maturity schedule of other Covered Bonds collateralised by the
same cover pool.
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The Issuer is required (pursuant to the Icelandic Covered Bond Act) to promptly inform the Covered
Bondholders of the deferral of the maturity of the Covered Bonds and the duration of such deferral. Further,
under Condition 8.1 (Redemption at maturity) the Issuer shall promptly inform the Covered Bondholders of a
Maturity Extension Approval.

With respect to paragraph (a)(ii) above, the objective of the Act referred to therein (as set out in Article 1 of
such Act) is to preserve financial stability and minimise the adverse effects of financial shocks by protecting
insured deposits and investors, client assets and the continuity of the undertaking's critical functions and
minimising the risk of distribution of funds from the National Treasury of Iceland.

To the extent that the Issuer has sufficient moneys available to pay in part the relevant Final Redemption
Amount in respect of the relevant Series of Covered Bonds following the deferral of the Maturity Date as
described above, the Issuer shall make partial payment of the relevant Final Redemption Amount as described
in Condition 7.10. Payment of all unpaid amounts shall, following the deferral of the Maturity Date as
described above, be deferred automatically until the applicable Extended Final Maturity Date, provided that
any amount representing the Final Redemption Amount due and remaining unpaid on the Maturity Date may
be paid by the Issuer on any Interest Payment Date thereafter up to (and including) the relevant Extended Final
Maturity Date.

The Issuer is not required to notify the Covered Bondholders of such automatic deferral. The Extended Final
Maturity Date and the applicable interest rate will be specified in the relevant Final Terms. Interest will
continue to accrue on any unpaid amount and be payable on each Interest Payment Date falling after the
Maturity Date up to (and including) the Extended Final Maturity Date. In these circumstances, failure by the
Issuer to make payment in respect of the Final Redemption Amount on the Maturity Date shall not constitute
a default in payment by the Issuer provided a Maturity Extension Approval has been granted by the Icelandic
FSA. However, failure by the Issuer to pay the Final Redemption Amount or the balance thereof on the
Extended Final Maturity Date and/or interest on such amount on any Interest Payment Date falling after the
Maturity Date up to (and including) the Extended Final Maturity Date shall constitute a default in payment by
the Issuer.

Furthermore, in relation to all amounts constituting accrued interest due and payable on each Interest Payment
Date falling after the Maturity Date up to (and including) the Extended Final Maturity Date, as provided in the
applicable Final Terms, the Issuer may pay such interest pursuant to the Floating Rate set out in the applicable
Final Terms notwithstanding that the relevant Covered Bond was a Fixed Rate Covered Bond as at its relevant
Issue Date.

In addition, following deferral of the Maturity Date, the Interest Payment Dates and Interest Periods may
change as set out in the applicable Final Terms.

Risks relating to reliance on Counterparties
The Bank relies on third party service providers

The Bank relies on the services, products and knowledge of third party service providers in the operation of
its business. For example, the Bank relies on RB for deposit account and payment infrastructure. The Bank
also relies on third party service providers in connection with its IT systems and is currently in the process of
outsourcing its cash centre operations in order to benefit from scale synergies with the other Icelandic banks.
Accordingly, the Bank faces the risk that such third party service providers become insolvent, enter into default
or fail to perform their contractual obligations in a timely manner or at all or fail to perform at an adequate and
acceptable level. Any such failure could lead to interruptions in the Bank's operations or result in vulnerability
of its IT systems, exposing the Bank to operational failures, additional costs or cyber-attacks. The Bank may
need to replace a third party service provider on short notice to resolve any potential problems, and the search
for and payment to a new third party service provider on short notice or any other measures to remedy such

54



potential problems could have a material adverse effect on the Bank's business, prospects, financial position
and/or results of operations, and its ability to make payments in respect of the Covered Bonds.

In addition, no assurance can be given that the third party service providers selected by the Bank will be able
to provide the products and services for which they have been contracted, for example, as a result of failing to
have the relevant capabilities, products or services or due to changed regulatory requirements. Any failure of
third party service providers to deliver the contracted products and services in a timely manner or at all or to
deliver products and services in compliance with applicable laws and regulations and at an adequate and
acceptable level could result in reputational damage, claims, losses and damages and have a material adverse
effect on the Bank's business, prospects, financial position and/or results of operations, and its ability to make
payments in respect of the Covered Bonds.

The Bank may cease to be an Eligible Institution

If in connection with a Relevant Series of Covered Bonds the Bank ceases to be an Eligible Institution, it will
be required, to establish the Issuer Accounts within 90 calendar days (or such longer period as may be agreed
by Moody’s) of such ceasing, in accordance with its obligations under the Deed of Covenant. No assurance
can be given that, particularly in circumstances where the Bank has ceased to be an Eligible Institution, the
Bank would be able to establish the Issuer Accounts within such 90 calendar day period. Nor are there any
assurances that Moody’s would agree to a longer period for establishment. Should the Bank be unable to fulfil
its obligations under the Deed of Covenant in this regard, the Bank will be unable to issue Covered Bonds
denominated in currencies other than ISK whilst such failure is continuing. The Bank's inability to issue further
non-ISK denominated Covered Bonds may have a hegative impact on the value of the Covered Bonds. Further,
the Bank ceasing to be an Eligible Institution may itself have a detrimental impact on the then current value of
the Covered Bonds.

Should the Bank however be able to establish the relevant Issuer Accounts within the 90 calendar period
referred to above, it shall, amongst other things, be required to provide, or procure the provision of, servicing,
administration and cash management services with respect to the Cover Pool Revenue and the operation of the
Issuer Accounts. The Bank would therefore be required to procure third party service providers including, at
least, a servicer and a cash manager. In addition to the risks set out in respect of third party service providers
generally (as to which, see "The Bank relies on third party service providers" above), in the circumstance of
the Bank being required to procure such services in the context of it ceasing to be an Eligible Institution, the
Bank may face certain obstacles including but not limited to (i) obtaining any such third party services (ii)
contracting with such service providers on terms favourable to the Bank or (iii) contracting with counterparties
that are reputable in the relevant industry. In circumstances where the Bank is unable to fulfil the relevant
obligation in the Deed of Covenant in respect of the provision of the aforementioned services, the Bank will
be unable to issue Covered Bonds denominated in currencies other than ISK whilst such failure is continuing.
This may have a negative impact on the value of the Covered Bonds.

Reliance on Swap Providers

A brief description of certain risks relating to the Swaps is set out below. As of the date of this Base Prospectus,
the Issuer has not entered into any Swaps in connection with this programme and any issuances thereunder.

Reliance on Currency Swaps

Subject to currency restrictions in place at each time, the Issuer may rely on the Currency Swap Providers
under the Currency Swaps to provide payments on Covered Bonds denominated in currencies other than ISK.
If the Issuer fails to make timely payments of amounts due or certain other events occur in relation to the Issuer
under a Currency Swap and any applicable grace period has expired, then the Issuer will have defaulted under
that Currency Swap. If the Issuer defaults under a Currency Swap due to non-payment or otherwise, the
relevant Currency Swap Provider will not be obliged to make further payments under that Currency Swap and
may terminate that Currency Swap. If a Currency Swap Provider is not obliged to make payments, or if it
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exercises any right of termination it may have under the relevant Currency Swap Agreement, or if it defaults
in its obligations to make payments under a Currency Swap, the Issuer will be exposed to changes in currency
exchange rates and in the associated interest rates on the currencies. Unless a replacement swap is entered
into, the Issuer may, despite any overcollateralisation of the Cover Pool, have insufficient funds to make
payments due on the Covered Bonds.

Relevant Reference Currency Swaps

In circumstances where the Issuer has established a Collateral Reserve Account in connection with a Relevant
Reference Currency Swap Agreement for the purposes of maintaining sufficient collateral to acquire a swap
to exchange receipts from the assets comprising the Cover Pool payable in ISK and the currency of the relevant
Series of Covered Bonds, the Issuer may enter into a Currency Swap Agreement with a Currency Swap
Provider to provide payments on Covered Bonds denominated in currencies other than ISK.

There can be no assurance that the Issuer (or any servicer on its behalf) will have sufficient funds available to
make a termination payment under the relevant Currency Swap, nor can there be any assurance that the Issuer
will be able to enter into a replacement swap agreement, or if one is entered into, that the credit rating of the
replacement swap counterparty will be sufficiently high to prevent a downgrade of the then current ratings of
the Covered Bonds by Moody's and/or any other Rating Agency, as applicable.

In the event that the Issuer does not enter into a Currency Swap with an eligible Currency Swap Provider in
accordance with the provisions of the Deed of Covenant, amounts standing to the credit of the relevant
Collateral Reserve Account from time to time will remain registered in the Register so as to form part of the
Cover Pool and will be transferred to a corresponding Swap Collateral Account, in accordance with the
provisions of the Deed of Covenant.

There can be no assurance that on a bankruptcy of the Issuer amounts standing to the credit of the relevant
Collateral Reserve Account or Swap Collateral Account (as applicable) will be available exclusively for the
benefit of the Covered Bondholders of the relevant Series of Covered Bonds in connection with which such
Collateral Reserve Account or Swap Collateral Account (as applicable) was established.

Reliance on Interest Rate Swaps

Subject to currency restrictions in place at each time, in order to hedge the Issuer's interest rate risks in ISK
and/or other currencies to the extent that these have not already been hedged by the Cover Pool Swap or a
Currency Swap, the Issuer may enter into Interest Rate Swaps. If the Issuer fails to make timely payments of
amounts due or certain other events occur in relation to the Issuer under an Interest Rate Swap and any
applicable grace period has expired, then the Issuer will have defaulted under that Interest Rate Swap. If the
substitute assets available to the Issuer on a payment date are insufficient to make the payment ordinarily
required in full, the payment obligations of both the Issuer and the swap counterparty on that payment date
may be reduced accordingly and may be deferred should the Issuer introduce deferral of payment mechanics
into the interest rate swaps. If the Issuer defaults under an Interest Rate Swap due to non-payment or otherwise,
the relevant Interest Rate Swap Provider will not be obliged to make further payments under that Interest Rate
Swap and may terminate that Interest Rate Swap. If an Interest Rate Swap Provider is not obliged to make
payments, or if it exercises any right of termination it may have under the relevant Interest Rate Swap
Agreement, or if it defaults in its obligations to make payments under an Interest Rate Swap, the Issuer will be
exposed to changes in interest rates. Unless a replacement swap is entered into, the Issuer may have insufficient
funds to make payments due on the Covered Bonds.

Reliance on Indexed Currency Swaps
Subject to currency restrictions in place at each time, the Issuer may rely on the Indexed Currency Swap

Providers under the Currency Swaps to provide payments on Covered Bonds denominated in currencies other
than ISK and not indexed linked. If the Issuer fails to make timely payments of amounts due or certain other

56



events occur in relation to the Issuer under an Indexed Currency Swap and any applicable grace period has
expired, then the Issuer will have defaulted under that Currency Swap. If the Issuer defaults under an Index
Currency Swap due to non-payment or otherwise, the relevant Indexed Currency Swap Provider will not be
obliged to make further payments under that Indexed Currency Swap and may terminate that Indexed Currency
Swap. If an Indexed Currency Swap Provider is not obliged to make payments, or if it exercises any right of
termination it may have under the relevant Indexed Currency Swap Agreement, or if it defaults in its
obligations to make payments under an Indexed Currency Swap, the Issuer will be exposed to changes in
currency exchange rates, the associated interest rates on the currencies and inflation. Unless a replacement
swap is entered into, the Issuer may have insufficient funds to make payments due on the Covered Bonds.

Reliance on Cover Pool Swap

In order to hedge the possible variance between the rates of interest payable on the Covered Bonds and the
various rates of interest payable in respect of certain assets registered to the Cover Pool, the Issuer may enter
into a Cover Pool Swap. If the Issuer fails to make timely payments of amounts due or certain other events
occur in relation to the Issuer under the Cover Pool Swap and any applicable grace period has expired, then
the Issuer will have defaulted under that Cover Pool Swap. If the Issuer defaults under the Cover Pool Swap
due to non-payment or otherwise, the Cover Pool Swap Provider will not be obliged to make further payments
under the Cover Pool Swap and may terminate the Cover Pool Swap. If the Cover Pool Swap Provider is not
obliged to make payments, or if it exercises any right of termination it may have under the Cover Pool Swap
Agreement, or if it defaults in its obligations to make payments under the Cover Pool Swap, the Issuer will be
exposed to changes in interest rates. Unless a replacement swap is entered into, the Issuer may have insufficient
funds to make payments due on the Covered Bonds.

Termination payments for Swaps

If any of the Interest Rate Swaps, Currency Swaps or Cover Pool Swap are terminated, the Issuer may as a
result be obliged to make a termination payment to the relevant Swap Provider. The amount of the termination
payment will be based on the cost of entering into a replacement Interest Rate Swap, Currency Swap or Cover
Pool Swap, as the case may be. Any termination payment to be made by the Issuer to a Swap Provider will
rank pari passu with payments due to the Covered Bondholders (other than in circumstances where the Issuer
has entered into a Currency Swap Agreement in accordance with the provisions of the Deed of Covenant in
connection with a relevant Series of Covered Bonds specifying that such termination payments are
subordinated to all other amounts payable in respect of the relevant Series of Covered Bonds (see "Overview
of Transaction Documents — Deed of Covenant™)).

Potential amendments to the swap agreements

If and when the Issuer enters into a swap agreement in the context of an issue of Covered Bonds, the terms of
the swap agreement will be negotiated with the relevant swap provider. As a result of such negotiations, the
terms of a swap agreement may contain terms that adversely affect the Issuer's results of operations, financial
condition and business prospects and its ability to perform its obligations under the Covered Bonds.

Reliance on Euroclear and Clearstream, Luxembourg procedures

Covered Bonds (other than the CSD Covered Bonds) issued under the Programme will be represented on issue
by one or more Global Covered Bonds that may be deposited with a common depositary (in the case of Bearer
Global Covered Bonds) or common safekeeper (in the case of Registered Global Covered Bonds) for Euroclear
and Clearstream, Luxembourg (each as defined under "Form of the Covered Bonds"). Except in the
circumstances described in each Global Covered Bond, investors will not be entitled to receive Covered Bonds
in definitive form. Each of Euroclear and Clearstream, Luxembourg and their respective direct and indirect
participants will maintain records of the beneficial interests in each Global Covered Bond held through it.
While the Covered Bonds (other than the CSD Covered Bonds) are represented by Global Covered Bonds,
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investors will be able to trade their beneficial interests only through the relevant clearing systems and their
respective participants.

While the Covered Bonds (other than the CSD Covered Bonds) are represented by Global Covered Bonds, the
Issuer will discharge its payment obligation under the Covered Bonds by making payments through the
relevant clearing systems. A holder of a beneficial interest in a Global Covered Bonds must rely on the
procedures of the relevant clearing system and its participants to receive payments under the Covered Bonds.
The Issuer has no responsibility or liability for the records relating to, or payments made in respect of,
beneficial interests in any Global Covered Bond.

Holders of beneficial interests in a Global Covered Bonds will not have a direct right to vote in respect of the
Covered Bonds so represented. Instead, such holders will be permitted to act only to the extent that they are
enabled by the relevant clearing system and its participants to appoint appropriate proxies.

Macroeconomic and Market Risk

Set out below is a description of material market risks, including liquidity risk, exchange rate risk, interest rate
risk and credit risk:

Credit risks relating to the Issuer's collateral

Given that the Issuer's loans are granted with mortgages on residential real estate as collateral, the credit risk
is driven in part by performance of the real estate and housing market in Iceland. There can be no assurance
regarding the future development of the value of this collateral, either as a result of the effects of the COVID-
19 pandemic or otherwise. Should the prices of real property and the housing market substantially decline,
this could adversely affect the Issuer's results of operations, financial condition and business prospects and its
ability to perform its obligations under the Covered Bonds.

There are many circumstances that affect the level of credit loss, including early repayments, withdrawals and
final payments of interest and principal amounts, such as changes in the economic climate, both nationally and
internationally, changes regarding taxation, interest rate developments, inflation and political changes.
Borrowers may default as a result of interest rate increases or as a result in changes in their own personal
circumstances (e.g. following redundancy or divorce).

Default in respect of the Issuer's assets that comprise the Cover Pool could jeopardise the Issuer's ability to
make payments in full or on a timely basis on the Covered Bonds. If a material amount of assets in the Cover
Pool were to default, there is no guarantee that the required level of assets within the Cover Pool could be
maintained or that the Issuer would be able to substitute non-defaulting assets for the defaulting assets. Any
such failure could adversely affect the Issuer's results of operations, financial condition and business prospects
and its ability to perform its obligations under the Covered Bonds.

An active secondary market in respect of the Covered Bonds may never be established or may be illiquid
and this would adversely affect the value at which an investor could sell their Covered Bonds

Covered Bonds may have no established trading market when issued, and one may never develop. If a market
does develop, it may not be very liquid. Additionally, the market places concerned may be closed, or temporary
restrictions may be imposed. Therefore, investors may not be able to sell their Covered Bonds easily or at
prices that will provide them with a yield comparable to similar investments that have a developed secondary
market. This is particularly the case for Covered Bonds that are especially sensitive to interest rate, currency
or market risks, are designed for specific investment objectives or strategies, are being issued to a single
investor or a limited number of investors or have been structured to meet the investment requirements of
limited categories of investors. These types of Covered Bonds generally would have a more limited secondary
market and more price volatility than conventional debt securities. Illiquidity may have an adverse effect on
the market value of Covered Bonds.
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The Covered Bonds have not been, and will not be, registered under the Securities Act or any other applicable
securities laws and they are subject to certain restrictions on the resale and other transfer thereof as set forth
under "Subscription and Sale and Selling Restrictions".

Lack of liquidity in the secondary market may adversely affect the market value of the Covered Bonds

Generally weak global credit market conditions could contribute to a lack of liquidity in the secondary market
for instruments similar to the Covered Bond. In addition, the difficult market conditions which have prevailed
since mid-September 2008 have limited the primary market for a number of financial products including
instruments similar to the Covered Bonds. While some measures have been taken by governments, there can
be no assurance that the market for securities similar to the Covered Bonds will recover at the same time or to
the same degree as such other recovering global credit market sectors.

If an investor holds Covered Bonds which are not denominated in the investor's home currency, he will be
exposed to movements in exchange rates adversely affecting the value of his holding. In addition, the
imposition of exchange controls in relation to any Covered Bonds could result in an investor not receiving
payments on those Covered Bonds

The Issuer will pay principal and interest on the Covered Bonds in the Specified Currency. Subject to currency
restrictions in place at each time, if Covered Bonds are issued in currencies other than ISK, this presents certain
risks relating to currency conversions if an investor's financial activities are denominated principally in a
currency or currency unit (the Investor's Currency) other than the Specified Currency. These include the risk
that exchange rates may significantly change (including changes due to devaluation of the Specified Currency
or revaluation of the Investor's Currency) and the risk that authorities with jurisdiction over the Investor's
Currency may impose or modify exchange controls. An appreciation in the value of the Investor's Currency
relative to the Specified Currency would decrease (1) the Investor's Currency-equivalent yield on the Covered
Bonds, (2) the Investor's Currency-equivalent value of the principal payable on the Covered Bonds and (3) the
Investor's Currency-equivalent market value of the Covered Bonds.

Icelandic government and monetary authorities may impose (as some have done in the past) exchange controls
that could adversely affect an applicable exchange rate or the ability of the Issuer to make payments in respect
of the Covered Bonds. The Icelandic Central Bank for instance has permanent powers in respect of the
regulation of exchange controls. As a result, investors may receive less interest or principal than expected, or
no interest or principal.

Exchange rate risk may be mitigated by the overcollateralisation of the Cover Pool, use of Currency Swaps
and/or by matching interest rate flow with the maturity of loan and other assets of the Issuer.

The value of Fixed Rate Covered Bonds may be adversely affected by movements in market interest rates

Interest rate risks occur when fixed interest periods or interest basis for assets and liabilities do not coincide.
Investment in Fixed Rate Covered Bonds involves the risk that if market interest rates subsequently increase
above the rate paid on the Fixed Rate Covered Bonds, this will adversely affect the value of the Fixed Rate
Covered Bonds. Investments in Floating Rate Covered Bonds will involve a risk of interest rate changes.

The Issuer will enter into the Cover Pool Swap and Interest Rate Swaps to ensure that the risks do not exceed
the limit values approved by its board of directors and to ensure that matching is maintained in accordance
with the Icelandic Covered Bond Act.

The regulation and reform of *benchmarks' may adversely affect the value of Covered Bonds linked to or
referencing such ""benchmarks

Interest rates and indices which are deemed to be "benchmarks”, including the euro interbank offered rate
EURIBOR, are the subject of national and international regulatory guidance and proposals for reform. Some
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of these reforms are already effective whilst others are still to be implemented. These reforms may cause such
"benchmarks" to perform differently than in the past, to disappear entirely, or have other consequences which
cannot be predicted. Any such consequence could have a material adverse effect on any Covered Bonds
referencing such a benchmark.

Regulation (EU) 2016/1011 (the EU Benchmarks Regulation) applies, subject to certain transitional
provisions, to the provision of benchmarks, the contribution of input data to a benchmark and the use of a
benchmark within the EU and the EEA. The EU Benchmarks Regulation and the Commission Implementing
Regulation (EU) 2021/1847 have been implemented into Icelandic law by Act No. 7/2021 on financial
benchmarks and Act No. 55/2021 on indexation and information to investors.

Among other things, the EU Benchmarks Regulation (i) requires benchmark administrators to be authorised
or registered (or, if non-EU based, to be subject to an equivalent regime or otherwise recognised or endorsed)
and (i) prevents certain uses by EU supervised entities of benchmarks of administrators that are not authorised
or registered (or, if non-EU based, not deemed equivalent or recognised or endorsed). Regulation (EU)
2016/1011 as it forms part of domestic law of the UK by virtue of the EUWA (the UK Benchmarks
Regulation), among other things, applies to the provision of benchmarks and the use of a benchmark in the
UK. Similarly, it prohibits the use in the UK by UK supervised entities of benchmarks of administrators that
are not authorised by the FCA or registered on the FCA register (or, if non-UK based, not deemed equivalent
or recognised or endorsed).

The EU Benchmarks Regulation and/or the UK Benchmarks Regulation, as applicable, could have a material
impact on any Covered Bonds linked to or referencing a benchmark in particular, if the methodology or other
terms of the "benchmark™ are changed in order to comply with the requirements of the EU Benchmarks
Regulation and/or the UK Benchmarks Regulation, as applicable. Such changes could, among other things,
have the effect of reducing, increasing or otherwise affecting the volatility of the published rate or level of the
relevant benchmark.

More broadly, any of the international or national reforms, or the general increased regulatory scrutiny of
benchmarks, could increase the costs and risks of administering or otherwise participating in the setting of a
benchmark and complying with any such regulations or requirements.

The euro risk free-rate working group for the euro area has published a set of guiding principles and high level
recommendations for fallback provisions in, amongst other things, new euro denominated cash products
(including bonds) referencing EURIBOR. The guiding principles indicate, amongst other things, that
continuing to reference EURIBOR in relevant contracts (without robust fallback provisions) may increase the
risk to the euro area financial system. On 11 May 2021, the euro risk-free rate working group published its
recommendations on EURIBOR fallback trigger events and fallback rates. On 4 December 2023, the working
group issued its final statement, announcing completion of its mandate.

Such factors may have (without limitation) the following effects on certain benchmarks: (i) discouraging
market participants from continuing to administer or contribute to a benchmark; (ii) triggering changes in the
rules or methodologies used in the benchmark; and/or (iii) leading to the disappearance of the benchmark. Any
of the above changes or any other consequential changes as a result of international or national reforms or
other initiatives or investigations, could have a material adverse effect on the value of and return on any
Covered Bonds linked to, referencing or otherwise dependent (in whole or in part) upon, a benchmark.

Fallback arrangements
Investors should be aware that in the case of Floating Rate Covered Bonds, the Conditions of the Covered
Bonds provide for certain fallback arrangements in the event that a published Benchmark, including an inter-

bank offered rate such as EURIBOR, SONIA or SOFR or other relevant reference rates ceases to exist or be
published or another Benchmark Event or SOFR Benchmark Transition Event occurs.
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These fallback arrangements include the possibility that the Rate of Interest could be determined by reference
to a Successor Rate or an Alternative Rate or a SOFR Benchmark Replacement, as applicable, and that an
Adjustment Spread or a SOFR Benchmark Replacement Adjustment, respectively, may be applied to such
Successor Rate or Alternative Rate or SOFR Benchmark Replacement, as the case may be, as a result of the
replacement of the relevant benchmark or screen rate (as applicable) originally specified with the Successor
Rate or the Alternative Rate or the SOFR Benchmark Replacement (as the case may be). Certain Benchmark
Amendments or other amendments, in the case of SOFR, to the Conditions of such Covered Bonds, may also
be made without the consent or approval of holders of the relevant Floating Rate Covered Bonds or Fixed
Reset Covered Bonds, as applicable. In the case of any Alternative Rate, any Adjustment Spread unless
formally recommended or provided for and any Benchmark Amendments shall be determined by the Bank
(acting in good faith, in a commercially reasonable manner and by reference to such sources as it deems
appropriate, which may include consultation with an Independent Adviser) or in the case of SOFR, the Bank
or the SOFR Benchmark Replacement Agent, if any. Any Adjustment Spread or SOFR Benchmark
Replacement Adjustment that is applied may not be effective to reduce or eliminate economic prejudice to
investors. The use of a Successor Rate or Alternative Rate (including with the application of an Adjustment
Spread) or SOFR Benchmark replacement (including with the application of a SOFR Benchmark Replacement
Adjustment) may still result in any Covered Bonds linked to or referencing a benchmark performing differently
(which may include payment of a lower Rate of Interest) than they would if the relevant benchmark were to
continue to apply in its current form.

In certain circumstances the ultimate fallback for the purposes of calculation of interest for a particular Interest
Period may result in the Rate of Interest for the last preceding Interest Period being used. This may result in
the effective application of a fixed rate for Floating Rate Covered Bonds based on the rate which was last
observed on the Relevant Screen Page or the initial Rate of Interest applicable to such Covered Bonds on the
Interest Commencement Date. In addition, due to the uncertainty concerning the availability of any Successor
Rate or Alternative Rate, any determinations that may need to be made by the Bank and the involvement of
any Independent Adviser, the relevant fallback provisions may not operate as intended at the relevant time.

If EURIBOR or any other relevant interest rate benchmark is discontinued there can be no assurance that the
applicable fallback provisions under the Swap Agreements would operate to allow the transactions under the
Swap Agreements to effectively mitigate interest rate risk in respect of the Covered Bonds.

Any such consequences could have a material adverse effect on the value or liquidity of and return on any such
Covered Bonds. Moreover, any of the above matters or any other significant change to the setting or existence
of any relevant reference rate could affect the ability of the Bank to meet its obligations under the Floating
Rate Covered Bonds or could have a material adverse effect on the value or liquidity of, and the amount
payable under, the Floating Rate Covered Bonds. Investors should consider these matters when making their
investment decision with respect to the relevant Floating Rate Covered Bonds.

Investors should consult their own independent advisers and make their own assessment about the potential
risks imposed by the EU Benchmarks Regulation and/or the UK Benchmarks Regulation, as applicable, and
other reforms of "benchmarks" more generally, in making any investment decision with respect to any Covered
Bonds linked to or referencing a "benchmarks".

The market continues to develop in relation to SONIA and SOFR as a reference rate

Where the applicable Final Terms for a series of Floating Rate Covered Bond specifies that the interest rate
for such Floating Rate Covered Bond will be determined by reference to SONIA or SOFR (SONIA-Linked
Covered Bonds and SOFR-Linked Covered Bonds, respectively), interest will be determined on the basis
of Compounded Daily SONIA or Compounded Daily SOFR, respectively (each as defined in the Conditions
of the Covered Bonds). Compounded Daily SONIA and Compounded Daily SOFR differ from the now
discontinued Sterling and U.S. dollar LIBOR, respectively, in a number of material respects, including (without
limitation) that Compounded Daily SONIA and Compounded Daily SOFR are backwards-looking,
compounded, risk-free or secured overnight rates, whereas Sterling LIBOR was and U.S. dollar LIBOR is
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expressed on the basis of a forward-looking term and include a credit risk-element based on inter-bank lending.
As such, investors should be aware that Compounded Daily SOFR may behave materially differently from
U.S. dollar LIBOR and Compounded Daily SONIA may behave materially differently from how Sterling
LIBOR would have behaved, including, without limitation, as a result of changes in interest and yield rates in
the market, market volatility or global or regional economic, financial, political, regulatory, judicial or other
events. The use of SONIA and SOFR as reference rates for Eurobonds is also relatively recent, and subject to
change and development, both in terms of the substance of the calculation and in the development and adoption
of market infrastructure for the issuance and trading of debt securities referencing SONIA and/or SOFR.

Each of the Bank of England and the FRBNY publish certain historical indicative secured overnight financing
rates, although such historical indicative data inherently involves assumptions, estimates and approximations.
Potential investors in SONIA-Linked Covered Bonds and SOFR-Linked Covered Bonds should not rely on
such historical indicative data or on any historical changes or trends in SONIA or SOFR, as the case may be,
as an indicator of the future performance of SONIA or SOFR, respectively. For example, since the initial
publication of SOFR, daily changes in SOFR have, on occasion, been more volatile than daily changes in
comparable benchmark or market rates (see "SOFR and SONIA may be more volatile than other benchmarks
or market rates" below). Accordingly, SONIA and SOFR over the term of any SONIA-Linked Covered Bonds
or SOFR-Linked Covered Bonds, respectively, may bear little or no relation to the historical actual or historical
indicative data.

Prospective investors in any Floating Rate Covered Bonds referencing Compounded Daily SONIA or
Compounded Daily SOFR should be aware that the market continues to develop in relation to each of SONIA
and SOFR as a reference rate in the capital markets and its adoption as an alternative to Sterling LIBOR and
U.S. dollar LIBOR, respectively. For example, in the context of backwards-looking SONIA and SOFR rates,
market participants and relevant working groups continue, as at the date of this Base Prospectus, to assess the
differences between compounded rates and weighted average rates, and such groups are also exploring
forward-looking ‘term' SONIA or SOFR reference rates (which seek to measure the market's forward
expectation of an average SONIA or SOFR rate over a designated term). The adoption of SONIA or SOFR
may also see component inputs into swap rates or other composite rates transferring from Sterling LIBOR or
U.S. dollar LIBOR, respectively, or another reference rate to SONIA or SOFR.

The market or a significant part thereof may adopt an application of SONIA or SOFR that differs significantly
from that set out in the Conditions in the case of Floating Rate Covered Bonds for which Compounded Daily
SONIA or Compounded Daily SOFR, respectively, is specified as being applicable in the applicable Final
Terms. In addition, the methodology for determining any overnight rate index by reference to which the Rate
of Interest in respect of certain Floating Covered Bonds may be calculated could change during the life of any
Floating Rate Covered Bonds. Furthermore, the Bank may in the future issue Floating Rate Covered Bonds
referencing SONIA or SOFR that differ materially in terms of the interest determination provisions when
compared with the provisions for such determination as set out in Conditions 6.2(b)(iii) and 6.2(b)(iv),
respectively. The nascent development of Compounded Daily SONIA and Compounded Daily SOFR as an
interest reference rate for the Eurobond markets, as well as continued development of SONIA and SOFR-
based rates for such market and the market infrastructure for adopting such rates, could result in reduced
liquidity or increased volatility or could otherwise affect the market price of any SONIA or SOFR-referenced
Floating Rate Covered Bonds issued under the Programme from time to time.

In addition, the manner of adoption or application of SONIA and SOFR reference rates in the Eurobond
markets may differ materially compared with the application and adoption of SONIA or SOFR in other
markets, such as the derivatives and loan markets. Investors should carefully consider how any mismatch
between the adoption of SONIA or SOFR reference rates across these markets may impact any hedging or
other financial arrangements which they may put in place in connection with any acquisition, holding or
disposal of Floating Rate Covered Bonds referencing Compounded Daily SONIA or Compounded Daily
SOFR.
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Since SONIA and SOFR are relatively new market reference rates, Floating Rate Covered Bonds referencing
Compounded Daily SONIA or Compounded Daily SOFR may have no established trading market when issued,
and an established trading market may never develop or may not be very liquid. Market terms for debt
securities referencing Compounded Daily SONIA or Compounded Daily SOFR, such as the spread over the
reference rate reflected in the interest rate provisions, may evolve over time, and trading prices of such debt
securities may be lower than those of later issued debt securities as a result. Further, if Compounded Daily
SONIA or Compounded Daily SOFR do not prove to be widely used in securities, the trading price of Floating
Rate Covered Bonds referencing Compounded Daily SONIA or Compounded Daily SOFR, respectively, may
be lower than those of debt securities referencing other reference rates that are more widely used.

Investors in Floating Rate Covered Bonds referencing Compounded Daily SONIA or Compounded Daily
SOFR may not be able to sell such Covered Bonds at all or may not be able to sell such Covered Bonds at
prices that will provide them with a yield comparable to similar investments that have a developed secondary
market, and may consequently suffer from increased pricing volatility and market risk. There can also be no
guarantee that SONIA or SOFR will not be discontinued or fundamentally altered in a manner that is materially
adverse to the interests of investors in such Covered Bonds. If the manner in which SONIA or SOFR is
calculated is changed, that change may result in a reduction in the amount of interest payable on Floating Rate
Covered Bonds referencing Compounded Daily SONIA or Compounded Daily SOFR, respectively, and the
trading prices of such Covered Bonds.

Investors should carefully consider these matters when making their investment decision with respect to any
such Floating Rate Covered Bonds.

Any failure of SONIA or SOFR to gain market acceptance could adversely affect SONIA-Linked Covered
Bonds or SOFR-Linked Covered Bonds

According to the Alternative Reference Rates Committee, convened by the Board of Governors of the FRBNY,
SOFR was developed for use in certain U.S. dollar derivatives and other financial contracts as an alternative
to U.S. dollar LIBOR in part because it is considered a good representation of general funding conditions in
the overnight U.S. Treasury repurchase agreement market. However, as a rate based on transactions secured
by U.S. Treasury securities, it does not measure bank-specific credit risk and, as a result, is less likely to
correlate with the unsecured short-term funding costs of banks. Similar considerations apply in respect of
SONIA. This may mean that market participants would not consider SOFR or SONIA a suitable replacement
or successor for all of the purposes for which U.S. dollar or Sterling LIBOR historically has been used
(including, without limitation, as a representation of the unsecured short-term funding costs of banks), which
may, in turn, lessen market acceptance of SOFR or SONIA. Any failure of SOFR or SONIA to gain market
acceptance could adversely affect the return on and value and market price of Floating Rate Covered Bonds
which reference Compounded Daily SOFR or Compounded Daily SONIA and the price at which investors can
sell such Covered Bonds in the secondary market.

The amount of interest payable with respect to each Interest Period will only be determined near the end of
the Interest Period for SONIA-Linked Covered Bonds and SOFR-Linked Covered Bonds

The Rate of Interest on Floating Rate Covered Bonds referencing Compounded Daily SONIA and
Compounded Daily SOFR is only capable of being determined at the end of the relevant SONIA Observation
Period (as defined in Condition 6.2(b)(iii)) or SOFR Observation Period (as defined in Condition 6.2(b)(iv))
and immediately prior to the relevant Interest Payment Date. It may be difficult for investors in any such
Floating Rate Covered Bonds to estimate reliably the amount of interest which will be payable on such Floating
Rate Covered Bonds on each Interest Payment Date, and some investors may be unable or unwilling to trade
such Floating Rate Covered Bonds without changes to their information technology systems, both of which
factors could adversely impact the liquidity of such Floating Rate Covered Bonds. Further, if Floating Rate
Covered Bonds referencing Compounded Daily SONIA or Compounded Daily SOFR become due and payable
for any reason, or are otherwise redeemed early on a date which is not an Interest Payment Date, the final rate
of interest payable in respect of such Floating Rate Covered Bonds shall only be determined by reference to a
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shortened period ending immediately prior to the date on which the Floating Rate Covered Bonds become due
and payable.

SOFR and SONIA may be more volatile than other benchmarks or market rates

Since the initial publication of SOFR, daily changes in SOFR have, on occasion, been more volatile than daily
changes in other benchmark or market rates, such as U.S. dollar LIBOR. Although changes in Compounded
SOFR generally are not expected to be as volatile as changes in daily levels of SOFR, the return on and value
and market price of Floating Rate Covered Bonds which reference Compounded Daily SOFR may fluctuate
more than floating rate securities that are linked to less volatile rates. In addition, the volatility of SOFR has
reflected the underlying volatility of the overnight U.S. Treasury repo market. The FRBNY has at times
conducted operations in the overnight U.S. Treasury repo market in order to help maintain the federal funds
rate within a target range. There can be no assurance that the FRBNY will continue to conduct such operations
in the future, and the duration and extent of any such operations is inherently uncertain. Similar considerations
may also apply in respect of SONIA. The effect of any such operations, or of the cessation of such operations
to the extent they are commenced, is uncertain and could be materially adverse to investors in SOFR-Linked
Covered Bonds or SONIA-Linked Covered Bonds, as applicable.

The interest rate on SONIA-Linked Covered Bonds and SOFR-Linked Covered Bonds will be based on
Compounded Daily SONIA and Compounded Daily SOFR, respectively, which are relatively new in the
marketplace and may be determined by reference to the SONIA Compounded Index or the SOFR Index,
respectively, a relatively new market index

For each Interest Period, the interest rate on any Floating Rate Covered Bonds referencing Compounded Daily
SONIA or Compounded Daily SOFR is based on Compounded Daily SONIA or Compounded SOFR,
respectively, which is calculated on a daily compounded basis (or, where Index Determination is specified as
being applicable in the applicable Final Terms, by reference to the relevant index) and not the SONIA or SOFR
rate published on or in respect of a particular date during such Interest Period or an arithmetic average of
SONIA or SOFR rates during such Interest Period. Each of the SONIA Compounded Index and the SOFR
Index measures the cumulative impact of compounding SONIA or SOFR, respectively, on a unit of investment
over time. The value of the SONIA Compounded Index or the SOFR Index on a particular business day
reflects the effect of compounding SONIA or SOFR, respectively, on such business day and allows the
calculation of Compounded Daily SONIA or SOFR averages, as applicable, over custom time periods. For
this and other reasons, the interest rate on Floating Rate Covered Bonds referencing Compounded Daily
SONIA or Compounded Daily SOFR during any Interest Period will not be the same as the interest rate on
other SONIA or SOFR-linked investments that use an alternative basis to determine the applicable interest
rate. Further, if the SONIA or SOFR rate in respect of a particular date during an Interest Period is negative,
its contribution to the relevant compounded rate will be less than one, resulting in a reduction to such
compounded rate used to calculate the interest payable on any Floating Rate Covered Bonds referencing
Compounded Daily SONIA or Compounded Daily SOFR on the interest payment date for such Interest Period.

Limited market precedent exists for securities that use SONIA or SOFR as the interest rate and the method for
calculating an interest rate based upon SONIA or SOFR in those precedents varies. In addition, the Bank of
England and the FRBNY only began publishing the SONIA Compounded Index and the SOFR Index,
respectively, very recently. Accordingly, the specific formulas for Compounded Daily SONIA and
Compounded Daily SOFR set out in the Conditions and the use of the SONIA Compounded Index or SOFR
Index for the purposes of calculating Compounded Daily SONIA or Compounded Daily SOFR, respectively,
may not be widely adopted by other market participants, if at all. If the market adopts a different calculation
method, this would likely adversely affect the market value of any respective SONIA-Linked Covered Bonds
or SOFR-Linked Covered Bonds.
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There can be no assurance that SONIA or SOFR will not be discontinued or fundamentally altered in a
manner that is materially adverse to the interests of holders of SONIA-Linked Covered Bonds or SOFR-
Linked Covered Bonds, respectively

SONIA and SOFR are published by the Bank of England and the FRBNY as the respective administrators of
SONIA and SOFR based on data received from sources other than the Bank. The Bank has no control over the
determination, calculation or publication of SONIA or SOFR. The administrator of SONIA or SOFR may
make changes that could change the value of SONIA or SOFR, as the case may be, or discontinue SONIA or
SOFR, respectively, and has no obligation to consider the interests of holders of SONIA-Linked Covered
Bonds or SOFR-Linked Covered Bonds in doing so. Each of the Bank of England or the FRBNY (or, in each
case, a successor), as the respective administrator of SONIA and SOFR, respectively, may make
methodological or other changes that could change the value of SONIA or, SOFR, including changes related
to the method by which SONIA or SOFR is calculated, eligibility criteria applicable to the transactions used
to calculate SONIA or SOFR, or timing related to the publication of SONIA and SOFR. In addition, the
respective administrators of SONIA or SOFR may alter, discontinue or suspend calculation or dissemination
of SONIA or SOFR (in which case a fallback method of determining the interest rate on any SONIA-Linked
Covered Bonds or SOFR-Linked Covered Bonds, respectively, will apply, as further described in Conditions
6.2(b)(iii) and 6.2(b)(iv), respectively).

There can be no assurance that SONIA or SOFR will not be discontinued or fundamentally altered in a manner
that is materially adverse to the interests of holders of SONIA-Linked Covered Bonds or SOFR-Linked
Covered Bonds, respectively. If the manner in which SONIA or SOFR is calculated is changed, that change
may result in a reduction of the amount of interest payable on any respective SONIA-Linked Covered Bonds
or SOFR-Linked Covered Bonds, which may adversely affect the trading prices of such Covered Bonds. If
the rate at which interest accrues on any SONIA-Linked Covered Bonds or SOFR-Linked Covered Bonds for
any Interest Period declines to zero or becomes negative, no interest will be payable on such Covered Bonds
on the Interest Payment Date for such Interest Period. The administrator of each of SONIA and SOFR has no
obligation to consider the interests of holders of SONIA-Linked Covered Bonds or SOFR-Linked Covered
Bonds respectively, in calculating, adjusting, converting, revising or discontinuing SONIA or SOFR, as the
case may be. In addition, the administrator of each of SONIA or SOFR may withdraw, modify or amend the
published SONIA or SOFR rate or other SONIA or SOFR data, respectively, in its sole discretion and without
notice.

The SONIA Compounded Index or SOFR Index may be modified or discontinued, which could adversely
affect the value and market price of any Floating Rate Covered Bonds referencing Compounded Daily
SONIA or Compounded Daily SOFR where Index Determination is specified as being applicable in the
applicable Final Terms

The SONIA Compounded Index and the SOFR Index are published by the Bank of England and the FRBNY,
respectively, based on data received by them from sources other than the Bank, and the Bank has no control
over their methods of calculation, publication schedule, rate revision practices or the availability of the SONIA
Compounded Index or SOFR Index at any time. There can be no guarantee, particularly given their relatively
recent introduction, that the SONIA Compounded Index or the SOFR Index will not be discontinued or
fundamentally altered in a manner that is materially adverse to the interests of investors in any Floating Rate
Covered Bonds referencing Compounded Daily SONIA or Compounded Daily SOFR where Index
Determination is applicable. If the manner in which the SONIA Compounded Index or the SOFR Index is
calculated, including the manner in which SONIA or SOFR, respectively, is calculated, is changed, that change
may result in a reduction in the amount of interest payable on any Floating Rate Covered Bonds referencing
Compounded Daily SONIA or Compounded Daily SOFR where Index Determination is applicable and the
trading prices of such Covered Bonds. In addition, the Bank of England or the FRBNY may withdraw, modify
or amend the published SONIA Compounded Index or SOFR Index, respectively, or other SONIA or SOFR
data in its sole discretion and without notice. The interest rate for any Interest Period will not be adjusted for
any modifications or amendments to the SONIA Compounded Index or the SOFR Index or other SONIA or
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SOFR data that the Bank of England or the FRBNY may publish after the interest rate for that Interest Period
has been determined.

Legal and Regulatory Risk Factors
Set out below is a brief description of certain legal and regulatory risks relating to Covered Bonds.
Legal risks

The Issuer's business operations are governed by law and regulations and are subject to authority supervision.
Any changes to the current legislation might affect the Issuer's business operations and its operating results.
Furthermore, competition and other factors might also affect the Issuer's business. The Icelandic Covered
Bond Act No. 11/2008 provides that the Icelandic FSA may issue rules providing for the types of assets in a
Cover Pool, methods for appraisal of collateral of bonds, terms and conditions for derivative agreements and
conditions for the calculation of risk and interest payments. The Icelandic FSA has issued such rules, i.e. Rules
No. 190/2023 on Covered Bonds that concern, among other things, the conditions for being granted a licence
to issue Covered Bonds, appraisal and revaluation of the assets in the cover pool, matching rules, derivative
agreements, the covered bond register and the eligibility and reporting of the independent inspector and
reporting to the Icelandic FSA (the Rules). Effective 1 January 2020, Rules may be issued by the Central
Bank, cf. article 25 of the Icelandic Covered Bond Act, as amended. Any changes to the Icelandic Covered
Bond Act and/or the Rules as well as other current legislation might affect the legal and regulatory risks relating
to the Covered Bonds.

The Icelandic Covered Bond Act entered into force on 4 March 2008 but was amended and restated on 27
February 2023; only three licences to issue covered bonds have to date been granted under the Act, and there
are limited precedents on how its provisions will be interpreted or applied by Icelandic courts or administrative
authorities. The preparatory works to the Act are limited and the system of Covered Bonds secured by the
Cover Pool lacks any clear analogues in Icelandic law that would allow for robust arguments in respect of the
Icelandic Covered Bond Act, the Covered Bonds or the Cover Pool based on analogy from such analogues.

Regulatory initiatives and reforms may have an adverse impact on the regulatory treatment of the Covered
Bonds

In Europe, the U.S. and elsewhere, there is significant focus on fostering greater financial stability through
increased regulation of financial institutions, and their corresponding capital and liquidity positions. This has
resulted ina number of regulatory initiatives which are currently at various stages of implementation and which
may have an impact on the regulatory position for certain investors in covered bond exposures and/or on the
incentives for certain investors to hold covered bonds, and may thereby affect the liquidity of such securities.
Investors in the Covered Bonds are responsible for analysing their own regulatory position and none of the
Issuer, the Lead Managers or the Arranger(s) makes any representation to any prospective investor or purchaser
of the Covered Bonds regarding the treatment of their investment on the Closing Date or at any time in the
future.

In particular, it should be noted that the Basel Committee on Banking Supervision (BCBS) has approved a
series of significant changes to the Basel regulatory capital and liquidity framework (such changes being
referred to by the BCBS as Basel I11). Basel Il provides for a substantial strengthening of existing prudential
rules, including new requirements intended to reinforce capital standards (with heightened requirements for
global systemically important banks) and to establish a leverage ratio "backstop" for financial institutions and
certain minimum liquidity standards (referred to as the Liquidity Coverage Ratio and the Net Stable Funding
Ratio). BCBS member countries agreed to implement the initial phase of the Basel 111 reforms from 1 January
2013 and the second phase from 1 January 2022, subject to transitional and phase-in arrangements for certain
requirements. As implementation of Basel Il requires national legislation, the final rules and the timetable
for its implementation in each jurisdiction, as well as the treatment of covered bonds, may be subject to some
level of national variation. It should also be noted that changes to regulatory capital requirements have been
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made for insurance and reinsurance undertakings through participating jurisdiction initiatives, such as the
Solvency Il framework in Europe. Prospective investors should therefore make themselves aware of the
requirements described above (and any corresponding implementing rules of their regulator), where applicable
to them, in addition to any other applicable regulatory requirements with respect to their investment in the
Covered Bonds. No predictions can be made as to the precise effects of such matters on any investor or
otherwise.

On 1 March 2023 the Icelandic legislature completed the implementation of Directive (EU) 2019/2162 (the
Covered Bond Directive) and Regulation (EU) 2019/2160 implementing certain amendments to Article 129
of Regulation (EU) 575/2013 (the CRR and together with the Covered Bond Directive, the EU Covered Bond
Rules) into Icelandic law. Implementation of the EU Covered Bond Rules has imposed certain new
requirements on the Issuer, such as a new liquidity buffer requirement of 180 days and objective requirements
for exercise of extendable maturity (aka 'soft bullet’) rights by the Issuer (see "Extendable obligations under
the Covered Bonds™). The Covered Bonds are expected to be fully compliant with the CRR and therefore
qualify for a 20 per cent. risk weighting in eligible European jurisdictions. However, the Issuer cannot be
certain as to how any of the regulatory developments described above or other regulatory changes not currently
known to the Issuer will impact the treatment of the Covered Bonds for investors. Investors should make their
own assessment of the implications of the CRR (and other relevant regulation) on their holding of the Covered
Bonds.

In addition, it should be noted that the new Covered Bond Directive provides for permanent grandfathering
with respect to certain requirements of the new regime for article 52(4) UCITS Directive-compliant covered
bonds issued before 8 July 2022 and includes an option for the EU Member States to allow tap issues with
respect to grandfathered covered bonds (for up to 24 months after 8 July 2022), provided such tap issues
comply with certain prescribed requirements. Prospective investors should therefore make themselves aware
of the changes (and any corresponding national implementing measures) in addition to any other applicable
regulatory requirements with respect to their investment in the Covered Bonds. Finally, from the perspective
of UK-regulated credit institutions and investment firms, it should be noted that, following the expiry of the
temporary post-Brexit transitional relief, preferential regulatory capital treatment is only available to covered
bonds issued by a credit institution which has its registered office in the UK and eligibility as third country
covered bond exposures for the purposes of the UK liquidity coverage ratio requirements will be subject to
meeting the equivalence requirements. Therefore, prospective investors, if this is applicable to them, should
make themselves aware of these changes with respect to their investment in the Covered Bonds.

Credit ratings assigned to the Covered Bonds may not reflect all the risks associated with an investment in
those Covered Bonds

One or more independent credit rating agencies may assign credit ratings to the Covered Bonds. The ratings
may not reflect the potential impact of all risks related to structure, market, additional factors discussed above,
and other factors that may affect the value of the Covered Bonds. A credit rating is not a recommendation to
buy, sell or hold securities and may be revised, suspended or withdrawn by its assigning rating agency at any
time.

In general, European regulated investors are restricted under the EU CRA Regulation from using credit ratings
for regulatory purposes in the EEA, unless such ratings are issued by a credit rating agency established in the
EEA and registered under the EU CRA Regulation (and such registration has not been withdrawn or
suspended), subject to transitional provisions that apply in certain circumstances. Such general restriction will
also apply in the case of credit ratings issued by third country non-EEA credit rating agencies, unless the
relevant credit ratings are endorsed by an EEA-registered credit rating agency or the relevant third country
rating agency is certified in accordance with the EU CRA Regulation (and such endorsement action or
certification, as the case may be, has not been withdrawn or suspended, subject to transitional provisions that
apply in certain circumstances). The list of registered and certified rating agencies published by ESMA on its
website in accordance with the EU CRA Regulation is not conclusive evidence of the status of the relevant
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rating agency included in such list, as there may be delays between certain supervisory measures being taken
against a relevant rating agency and the publication of the updated ESMA list.

Investors regulated in the UK are subject to similar restrictions under the Regulation (EC) No. 1060/2009 as
it forms part of the domestic law of the UK by virtue of the EUWA (the UK CRA Regulation). As such, UK
regulated investors are required to use for UK regulatory purposes ratings issued by a credit rating agency
established in the UK and registered under the UK CRA Regulation. In the case of ratings issued by third
country non-UK credit rating agencies, third country credit ratings can either be: (a) endorsed by a UK
registered credit rating agency; or (b) issued by a third country credit rating agency that is certified in
accordance with the UK CRA Regulation. Note this is subject, in each case, to (a) the relevant UK registration,
certification or endorsement, as the case may be, not having been withdrawn or suspended, and (b) transitional
provisions that apply in certain circumstances.

If the status of the rating agency rating the Covered Bonds changes for the purposes of the EU CRA Regulation
or the UK CRA Regulation, relevant regulated investors may no longer be able to use the rating for regulatory
purposes in the EEA or the UK, as applicable, and the Covered Bonds may have a different regulatory
treatment, which may impact the value of the Covered Bonds and their liquidity in any secondary market.
Certain information with respect to the credit rating agencies and ratings will be disclosed in the Final Terms,
and is set out on the cover of this Base Prospectus.
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ISSUE OF COVERED BONDS FROM THE PROGRAMME

Under the Programme, and subject to currency restrictions in place at each time, the Issuer may from time to
time issue Covered Bonds denominated in any currency, subject as set out herein. An overview of the terms
and conditions of the Programme and the Covered Bonds appears above. The applicable terms of any Covered
Bonds will be agreed between the Issuer and the relevant Dealer prior to the issue of the Covered Bonds and
will be set out in the Terms and Conditions of the Covered Bonds endorsed on, attached to, or incorporated by
reference into, the Covered Bonds, as completed by the applicable Final Terms attached to, or endorsed on,
such Covered Bonds (except in the case of CSD Covered Bonds), and (in the case of the CSD Covered Bonds)
which are deposited with the CSD and the CSD Agent as more fully described under "Form of the Covered
Bonds" below.

This Base Prospectus and any supplement to the Base Prospectus will only be valid for the admission to trading
of Covered Bonds on the regulated market of the Luxembourg Stock Exchange during the period of 12 months
from the date of the approval of this Base Prospectus in an aggregate nominal amount which, when added to
the aggregate nominal amount then outstanding of all Covered Bonds previously or simultaneously issued
under the Programme, does not exceed €3,000,000,000 or its equivalent in other currencies. For the purpose
of calculating the euro equivalent of the aggregate nominal amount of Covered Bonds issued under the
Programme from time to time:

@) the euro equivalent Covered Bonds denominated in another Specified Currency (as specified in the
applicable Final Terms in relation to the relevant Covered Bonds, described under "Form of the
Covered Bonds", below) shall be determined, at the discretion of the Issuer, either as of the date on
which agreement is reached for the issue of Covered Bonds or on the preceding day on which
commercial banks and foreign exchange markets are open for general business in London, in each case
on the basis of the spot rate for the sale of the euro against the purchase of such Specified Currency in
the London foreign exchange market quoted by any leading international bank selected by the Issuer
on the relevant day of calculation;

(b) subject to any existing legal or regulatory restrictions in Iceland, the euro equivalent of Inflation
Linked Covered Bonds and Inflation Linked Non-Amortising Covered Bonds (each as specified in the
applicable Final Terms in relation to the relevant Covered Bonds, described under "Form of the
Covered Bonds", below) shall be calculated in the manner specified above by reference to the original
nominal amount on issue of such Covered Bonds; and

©) the euro equivalent of Zero Coupon Covered Bonds (as specified in the applicable Final Terms in
relation to the relevant Covered Bonds, described under "Form of the Covered Bonds", below) and
other Covered Bonds issued at a discount or a premium shall be calculated in the manner specified
above by reference to the net proceeds received by the Issuer for the relevant issue.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which have previously been published or are published simultaneously with this
Base Prospectus shall be incorporated by reference in, and form part of, this Base Prospectus:

(@)

(b)

the auditors' reports and audited consolidated annual financial statements of the Issuer for the financial
years ended 31 December 2023 (available at: https://www.arionbanki.is/library/skrar/English/About-
the-Bank/Investor-Relations/Financial-information/Financial-
Statements/2023/Arion%20Bank%20Consolidated%20Financial%20Statements%202023.pdf)) and
31 December 2022 (available via https://wwwv2.arionbanki.is/library/skrar/English/ About-the-
Bank/Investor-Relations/Financial-information/Financial-Statements/2022/Arion%20Bank%20-
%20Consolidated%20Financial%20Statements%20for%202022.pdf) including the information set
out at the following pages in particular:

2022 Consolidated 2023 Consolidated

Financial Financial
Statements Statements
Independent Auditors' Report..........c.ccevvevvennnn. Pages 11 to 13 Pages 12 to 14
Consolidated Income Statement............ccccceeeeeee Page 14 Page 15
Consolidated Statement of Comprehensive Income  Page 15 Page 16
Consolidated Statement of Financial Position ..... Page 16 Page 17
Consolidated Statement of Changes in Equity..... Pages 17 to 18 Pages 18 to 19
Consolidated Statement of Cash Flows................ Page 19 Page 20
NOTES. ...ttt Pages 20 to 96 Pages 21 to 95

the interim unaudited consolidated financial statements of the Issuer for the nine month period ended
30 September 2024 (the Q3 2024 Interim Financial Statements) (available via https://
www.arionbanki.is/library/skrar/English/About-the-Bank/Investor-Relations/Financial -
information/Financial-
Statements/2024/Arion%20Bank%20Condensed%20Consolidated%20Interim%20Financial%20Stat
ements%201%20January%20-%2030%20September%202024.pdf) including the information set out
at the following pages in particular:

Arion Bank’s medium-term financial targets compared with the operational Page 4
results for the period............oooiiii i,

Consolidated Interim Income Statement ...........cccevvveevieeeiie e, Page 7
Consolidated Interim Statement of Comprehensive Income ...................... Page 8
Consolidated Interim Statement of Financial Position ................ccccccceen.e. Page 9
Consolidated Interim Statement of Changes in EQUIty..........ccccocoeevernee. Pages 10 to 11
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Consolidated Interim Statement of Cash FIOWS .............cccooviiiiiiiiiinnnnn Page 12
Notes to Condensed Consolidated Interim Financial Statements ............... Pages 13 to 73

© the "Arion Bank Factbook — 30 September 2024" (the Q3 2024 Factbook), including the information
set out at the following pages of the Q3 2024 Factbook (available at:
https://www.arionbanki.is/library/skrar/English/ About-the-Bank/Investor-Relations/Financial-

information/Financial-Statements/2024/Q3%202024%20Factbook.pdf):

KT — 5 WBAIS. ..ottt Page 2

(d) In October 2023 the Bank published the "Factbook (Unaudited) 30 September 2023" (the Q3 2023
Factbook) (available via https://wwwv?2.arionbanki.is/library/skrar/English/About-the-
Bank/Investor-Relations/Financial-information/Financial-
Statements/2023/Q3%202023%20Factbook.pdf).

The following information contained in the Q3 2023 Factbook, and set out at the pages below, is
incorporated by reference in, and forms part of, this Base Prospectus:

KT — 5 WBAIS. ..ottt Page 2

A copy of each of the Q3 2023 Interim Financial Statements and the Q3 2023 Factbook has been filed
with the Commission de Surveillance du Secteur Financier.

(e) the terms and conditions of the Covered Bonds set out on pages 94 to 133 (inclusive) of the Base
Prospectus dated 16 July 2021 and prepared by the Issuer in connection with the Programme (available
via https://www.arionbanki.is/library/skrar/English/ About-the-Bank/Investor-Relations/Debt-
Investors/Legislative-Covered-Bonds/Programme-Documents/Older-
files/ Arion%20CB%20Base%20Prospectus%2016%20July%202021%20-%20Copy%20(1).pdf).

The non-incorporated parts of the documents referred to herein which, for the avoidance of doubt, means any
parts not included in the cross-reference lists above, are either deemed not relevant for an investor or are
otherwise covered elsewhere in this Base Prospectus.

Following the publication of this Base Prospectus, a supplement to the Base Prospectus may be prepared by
the Issuer and approved by the CSSF in accordance with Article 23 of the Prospectus Regulation. Statements
contained in any such supplement (or contained in any document incorporated by reference therein) shall, to
the extent applicable, be deemed to modify or supersede statements contained in this Base Prospectus or in a
document which is incorporated by reference in this Base Prospectus. Any statement so modified or
superseded shall not, except as so modified or superseded, constitute a part of this Base Prospectus.

Any documents themselves incorporated by reference in the documents incorporated by reference in this Base
Prospectus shall not form part of this Base Prospectus. In each case, where only certain sections of a document
referred to (in item (c) above) are incorporated by reference in this Base Prospectus, the parts of the document
which are not incorporated by reference are either not relevant to prospective investors in the Covered Bonds
or covered elsewhere in this Base Prospectus.

The Issuer will, in the event of any significant new factor, material mistake or material inaccuracy relating to
information included in this Base Prospectus which is capable of affecting the assessment of any Covered
Bonds, prepare a supplement to this Base Prospectus or publish a new Base Prospectus for use in connection
with any subsequent issue of Covered Bonds.
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION
Presentation of Financial Information

The consolidated financial information as of and for the years ended 31 December 2023 and 2022 has, unless
otherwise stated, and except for the below, been derived from the 2022 Consolidated Financial Statements and
the 2023 Consolidated Financial Statements incorporated by reference in this Base Prospectus (together, the
Annual Financial Statements). The Annual Financial Statements have been prepared in accordance with
International Financial Reporting Standards, as adopted by the EU (IFRS), and additional requirements set
forth in Act No. 3/2006 on Annual Accounts, as amended (the Annual Accounts Act), Act No. 161/2002 on
Financial Undertakings, as amended (the Financial Undertakings Act) and Rules No. 532/2003 on
Accounting for Credit Institutions (Rules on Accounting for Credit Institutions). Certain comparative
financial information as of and for the year ended 31 December 2022 has been restated in accordance with
IFRS 17. See Notes 1 and 2 to the 2023 Year End Financial Statements for further information.

The consolidated financial information as of and for the nine months ended 30 September 2024 has, unless
otherwise stated, been derived from the Bank's reviewed condensed consolidated interim financial statements
for the nine months ended 30 September 2024 incorporated by reference in this Base Prospectus (the Q3 2024
Interim Financial Statements). The Q3 2024 Interim Financial Statements have been prepared in accordance
with International Financial Reporting Standard, 1AS 34 Interim Financial Reporting, as adopted by the EU,
and additional requirements set forth in the Annual Accounts Act, the Financial Undertakings Act and Rules
on Accounting for Credit Institutions.

The Annual Financial Statements have been audited by Deloitte ehf. (Deloitte). No other information in this
Base Prospectus has been audited or reviewed by Deloitte or any other independent auditors.

The Group adopted IFRS 17 Insurance contracts as of 1 January 2023 for the operation of the Bank's insurance
subsidiary Vordur. As a result, the Group has restated relevant comparative figures of the Consolidated Interim
Income Statement for the period 1 January to 30 September 2022 and the Consolidated Statement of financial
position as of 1 January 2022, see Note 3 in the condensed consolidated interim financial statements for the
nine months ended 30 September 2023 for further details. Key financial indicators for 2022 have not been
restated.

Operating Segment Reporting

Segment information is presented in respect of the Group's operating segments based on the Group's
management and internal reporting structure. Segment performance is evaluated based on earnings before tax.
In presenting geographic information, segment revenue has been based on the geographic location of
customers. Inter segment pricing is determined on an arm's length basis. Operating segments pay and receive
interest to and from Treasury on an arm's length basis to reflect the allocation of capital, funding costs and
relevant risk premium, which intragroup metrics disappear upon consolidation.

A new organisational structure for the Bank was introduced and came into effect at the end of September 2019.
The number of divisions was reduced and responsibility for various other tasks redistributed with the aim of
simplifying the Bank's organisational structure. Following this reorganisation, the Bank has the following
operating segments: (1) Retail Banking; (2) Corporate & Investment Banking; (3) Markets & Stefnir; (4)
Treasury; (5) Vorour tryggingar hf. (Vorour); and (6) Subsidiaries. See "Description of the Bank — Business".

KPIs and Non-IFRS Information

This Base Prospectus contains certain financial measures that are not defined or recognised under IFRS,
exclude amounts that are included in, or include amounts that are excluded from, the most directly comparable
measure calculated and presented in accordance with IFRS, or are calculated using financial measures that are
not calculated in accordance with IFRS.
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The Bank's financial key performance indicators (KPIs) in this Base Prospectus comprise return on equity,
return on assets, return on risk-weighted assets, net interest margin on interest-earning assets, net interest
margin on total assets, cost-to-income ratio and cost-to-total assets ratio, cost of risk and loan-to-deposit ratio.

The Bank's non-IFRS measures comprise return on equity excluding Valitor, cost-to-income ratio excluding
Valitor and loan-to-deposit ratio excluding covered bonds (collectively, the Non-IFRS Information).

The Bank uses these indicators in its business operations, among other things, to evaluate the performance of
its operations, to develop budgets and to measure the Bank's performance against those budgets. The Bank
believes the Non-IFRS Information and the KPIs to be useful supplemental tools to assist in evaluating
operating performance because it considers the Non-IFRS Information and KPIs to reflect its underlying
business performance and believes that these measures provide additional useful information for prospective
investors on its performance, enhance comparability from period to period and with other companies and are
consistent with how business performance is measured internally.

The Non-IFRS Information and related measures are not measurements of performance or liquidity under IFRS
and should not be considered by investors in isolation or as a substitute for measures of earnings, or as an
indicator of the Bank's operating performance or cash flows from operating activities as determined in
accordance with IFRS or otherwise as a substitute for analysis of the Bank's operating results reported under
IFRS as set out in the 2023 Consolidated Financial Statements. The Bank has presented these supplemental
measures because they are used by the Bank to monitor the underlying performance of its business and
operations. The Non-IFRS Information and related measures may not be comparable to similarly titled
measures disclosed by other banks and have limitations as analytical tools. The Bank does not regard the Non-
IFRS Information as a substitute for, or superior to, the equivalent measures calculated and presented in
accordance with IFRS or those calculated using financial measures that are calculated in accordance with IFRS.
The Non-IFRS Information described in this Base Prospectus is unaudited and has not been prepared in
accordance with IFRS or any other generally accepted accounting principles.

For definitions of the non-1IFRS measures included in the Non-1FRS Information and KPlIs, see "Key Financial
Indicators".

General

Capitalised terms which are used but not defined in any particular section of this Base Prospectus will have
the meaning attributed to them in "Terms and Conditions of the Covered Bonds" or any section of this Base
Prospectus.

In addition, in this Base Prospectus, all references to:

. 2023 Consolidated Financial Statements means the audited consolidated annual financial statements
of the Bank for the financial year ended 31 December 2023;

. 2022 Consolidated Financial Statements means the audited consolidated annual financial statements
of the Bank for the financial year ended 31 December 2022;

° References in this Base Prospectus to the Group are to the Bank and its consolidated subsidiaries,
taken as a whole;

. U.S. dollars, U.S.$, USD and $ refer to United States dollars;
. ISK, krona and kronur refer to Icelandic Krona;
. Sterling and £ refer to pounds sterling; and
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o euro and € refer to the currency introduced at the start of the third stage of European economic and
monetary union pursuant to the Treaty on the Functioning of the European Union, as amended.

Certain figures in this Base Prospectus, including financial information, have been subject to rounding
adjustments. Accordingly, in certain instances (a) the sum or percentage change of such numbers may not
conform exactly to the total figure given and (b) the sum of the numbers in a column or row in certain tables
may not conform exactly to the total figure given for that column or row.

Forward Looking Statements

This Base Prospectus contains forward looking statements that reflect the Bank's intentions, beliefs or current
expectations and projections about its future business, results of operations, financial condition, liquidity,
performance, prospects, anticipated growth, strategies and opportunities and the markets in which it operates.
Forward looking statements involve all matters that are not historical facts. The Bank has tried to identify
forward looking statements by using words such as "may", "will", "would", "could", "should", "expects",
"intends", "estimates”, "anticipates”, "projects”, "believes"”, "could", "hopes"”, "seeks", "plans", "aims",
"objective", "potential”, "goal", "strategy", "target", "continue™ and similar expressions or negatives thereof or
other variations thereof or comparable terminology or by discussions of strategy that involve risks and
uncertainties. Forward looking statements may be found principally in sections of this Base Prospectus titled
"Risk Factors" and "Description of the Bank" and the Bank’s medium-term financial targets set out on page 4
of the Q3 2024 Interim Financial Statements as well as elsewhere. The Bank’s medium-term financial targets
reflect the current intentions of the Bank, but the Bank’s intentions may change at any time and as such
different medium-term financial targets may be adopted.

Forward looking statements are based on the Bank's beliefs, assumptions and expectations regarding future
events and trends that affect the Bank's future performance, taking into account all information currently
available to the Bank, and are not guarantees of future performance. These beliefs, assumptions and
expectations can change as a result of possible events or factors, not all of which are known to the Bank or are
within its control. If a change occurs, the Bank's business, results of operations, financial condition, liquidity,
performance, prospects, anticipated growth, strategies or opportunities may vary materially from those
expressed in, or suggested by, these forward looking statements. In addition, forward looking estimates and
forecasts reproduced in this Base Prospectus from third party reports could prove to be inaccurate. A number
of important factors could cause actual results or outcomes to differ materially from those expressed in any
forward-looking statement as a result of risks and uncertainties facing the Bank. Such risks, uncertainties and
other important factors include, but are not limited to, those listed in the section of this Base Prospectus titled
"Risk Factors".

The following include some but not all of the factors that could cause actual results or events to differ materially
from the anticipated results or events:

o deterioration of the strength of Iceland’s economy which remains vulnerable to a range of domestic
and international economic and political factors;

° exposure to Iceland's key industry sectors, in particular tourism, seafood, aluminium, energy and real
estate;
° pandemics like the COVID-19 pandemic could have a material adverse effect on the Bank's business,

financial position, results of operations and prospects;
. exposure to significant liquidity risk resulting from the fact that the maturity of the Bank’s assets

exceeds the maturity of liabilities or might not otherwise be adequately matched with the maturity
profile of other sources of funding;
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exposure to a range of other typical financial institution market risks, including interest rate risk and
equity price risk, as well as inflation risk in connection with the Bank’s inflation-linked assets and
liabilities;

exposure to credit risk;

the Bank’s customer loan portfolio contains certain problem and impaired loans;

Iceland’s banking system is relatively small given the small size of the Icelandic economy, which
could limit opportunities for growth in the near term;

public sentiment and political activity in Iceland, which could impair the Bank’s operations;
exposure to the risk of failure and breaches of the Bank’s information technology systems;
unauthorised disclosure of confidential information and personal data, whether through cyber security
breaches, computer viruses or otherwise, and any resulting liability, litigation, and reputational
damage;

failure or breach of the Bank's information technology systems;

unauthorised disclosure of confidential information and any resulting liability, litigation, and
reputational damage;

failure to implement the Bank's strategy or failure to achieve the anticipated benefits of this strategy;
exposure to existing and increasing competition in Iceland;

ongoing legal proceedings and investigations by government authorities;

potential inability to successfully maintain salary levels, and overrunning salaries and related expense
may give rise to reputational risk while heavy cost-cutting measures may have adverse effects on
operations;

potential inability to recruit or retain experienced and qualified personnel;

credit rating downgrade or a change in outlook;

various operational risks, including risk of systems failures, human error, natural disasters, regulatory
breaches, employee misconduct and external events, such as fraud;

damage to the reputation and brands of the Bank, or its subsidiaries;

exposure to unidentified, unanticipated or incorrectly quantified risks as a result of risk management
methods;

reliance on third party service providers;

application of the Covered Bond Directive (as implemented into Icelandic law) and any related
legislation;

failure to sustain or increase the Bank’s level of assets under management and pressure on fee margins;

incurrence of unforeseen liabilities from prior and future acquisitions and disposals;
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. failure of insurance coverage to adequately cover all losses;

. estimates about matters that are uncertain are made in the context of the Bank’s accounting policies
and methods, and these are critical to how the Bank reports its financial condition and results of
operations;

. exposure to tax liabilities beyond corporate income tax, which impose costs and competitive

disadvantages;

. liabilities or competitive disadvantages in respect of VAT on the Bank’s services;
. regulatory and legal risks inherent in the Bank’s businesses;
o inadequate implementation by Iceland of the EEA rules and delayed incorporation of the relevant EU

legislation into the EEA Agreement;

o compliance with anti-money laundering and anti-bribery regulations, the violation of which may have
severe consequences; and

. application of CRD IV and the CRD V Directive.

Should one or more of these risks or uncertainties materialise or should any of the assumptions underlying the
above or other factors prove to be incorrect, the Bank's future business, results of operations, financial
condition, liquidity, performance, prospects, anticipated growth, strategies or opportunities could differ
materially from those described herein as currently anticipated, believed, estimated or expected.

Investors or potential investors should not place undue reliance on the forward looking statements in this Base
Prospectus. The Bank urges investors to read the sections of this Base Prospectus titled "Risk Factors™" and
"Description of the Bank" for a more complete discussion of the factors that could affect the Bank's future
performance and the markets in which it operates. In light of the possible changes to the Bank's beliefs,
assumptions and expectations, the forward looking events described in this Base Prospectus may not occur.
Additional risks currently not known to the Bank or that the Bank has not considered material as of the date of
this Base Prospectus could also cause the forward looking events discussed in this Base Prospectus not to
occur. Forward looking statements involve inherent risks and uncertainties and speak only as of the date they
are made. The Bank undertakes no duty to and will not necessarily update any of the forward looking
statements in light of new information or future events, except to the extent required by applicable law.

Information provided by third parties is as specified herein. The Bank confirms that any information provided
by a third party has been accurately reproduced and that, so far as it is aware and is able to ascertain from
information published by such third party, no facts have been omitted which would render the reproduced
information inaccurate or misleading.
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FORM OF THE COVERED BONDS

The Covered Bonds of each Series will be either (i) in bearer form, with or without interest coupons attached,
or (ii) in registered form, without interest coupons attached, or (iii) in uncertificated book entry form cleared
through the CSD. Bearer Covered Bonds and CSD Covered Bonds will be issued outside the United States in
reliance on Regulation S under the Securities Act (Regulation S) and Registered Covered Bonds will be issued
outside the United States in reliance on the exemption from registration provided by Regulation S.

Bearer Covered Bonds

Each Tranche of Bearer Covered Bonds will be in bearer form and will be initially issued in the form of a
temporary global bond (a Temporary Bearer Global Covered Bond) or, if so specified in the applicable
Final Terms, a permanent global bond (a Permanent Bearer Global Covered Bond and, together with a
Temporary Bearer Global Covered Bond, each a Bearer Global Covered Bond) which, in either case, will:

@) if the Bearer Global Covered Bonds are intended to be issued in new global note (NGCB) form, as
stated in the applicable Final Terms, be delivered on or prior to the original issue date of the Tranche
to a common safekeeper (the Common Safekeeper) for Euroclear Bank SA/NV (Euroclear) and
Clearstream Banking, société anonyme (Clearstream, Luxembourg); and

(b) if the Bearer Global Covered Bonds are not intended to be issued in NGCB form, be delivered on or
prior to the original issue date of the Tranche to a common depositary (the Common Depositary) for
Euroclear and Clearstream, Luxembourg.

Bearer Covered Bonds will be issued outside the United States in reliance on Regulation S under the Securities
Act (Regulation S).

Covered Bonds shall not be physically delivered in Belgium, except to a clearing system, a depository or other
institution for the purpose of their immobilisation in accordance with article 4 of the Belgian Law of 14
December 2005.

Where the Bearer Global Covered Bonds issued in respect of any Tranche are in NGCB form, the applicable
Final Terms will indicate whether or not such Global Covered Bonds are intended to be held in a manner which
would allow Eurosystem eligibility. Any indication that the Bearer Global Covered Bonds are to be so held
does not necessarily mean that the Bearer Covered Bonds of the relevant Tranche will be recognised as eligible
collateral for Eurosystem monetary policy and intra-day credit operations by the Eurosystem either upon issue
or at any times during their life as such recognition depends upon satisfaction of the Eurosystem eligibility
criteria. The Common Safekeeper for NGCBs will either be Euroclear or Clearstream, Luxembourg or another
entity approved by Euroclear and Clearstream, Luxembourg, as indicated in the applicable Final Terms.

Whilst any Bearer Covered Bond is represented by a Temporary Bearer Global Covered Bond, payments of
principal, interest (if any) and any other amount payable in respect of the Bearer Covered Bonds due prior to
the Exchange Date (as defined below) will be made (against presentation of the Temporary Bearer Global
Covered Bond if the Temporary Bearer Global Covered Bond is not intended to be issued in NGCB form) only
to the extent that certification (in a form to be provided) to the effect that the beneficial owners of interests in
such Covered Bond are not U.S. persons or persons who have purchased for resale to any U.S. person, as
required by U.S. Treasury regulations, has been received by Euroclear and/or Clearstream, Luxembourg and
Euroclear and/or Clearstream, Luxembourg, as applicable, has given a like certification (based on the
certifications it has received) to the Fiscal Agent.

On and after the date (the Exchange Date) which is 40 days after the Temporary Bearer Global Covered Bond
is issued, interests in such Temporary Bearer Global Covered Bond will be exchangeable (free of charge) upon
a request as described therein either for (a) interests in a Permanent Bearer Global Covered Bonds of the same
Series or (b) for definitive Bearer Covered Bonds of the same Series with, where applicable, receipts, interest
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coupons and talons attached (as indicated in the applicable Final Terms and subject, in the case of definitive
Covered Bonds, to such notice period as is specified in the applicable Final Terms), in each case against
certification of beneficial ownership as described above unless such certification has already been given,
provided that purchasers in the United States and certain U.S. persons will not be able to receive definitive
Bearer Covered Bonds. The holder of a Temporary Bearer Global Covered Bond will not be entitled to collect
any payment of interest, principal or other amount due on or after the Exchange Date unless, upon due
certification, exchange of the Temporary Bearer Global Covered Bond for an interest in a Permanent Bearer
Global Covered Bond or for definitive Bearer Covered Bonds is improperly withheld or refused.

Payments of principal, interest (if any) or any other amounts on a Permanent Bearer Global Covered Bond will
be made through Euroclear and/or Clearstream, Luxembourg (against presentation or surrender (as the case
may be) of the Permanent Bearer Global Covered Bond if the Permanent Global Covered Bond is not intended
to be issued in NGCB form) without any requirement for certification.

The applicable Final Terms will specify that a Permanent Bearer Global Covered Bond will be exchangeable
(free of charge), in whole but not in part, for definitive Bearer Covered Bonds with, where applicable, receipts,
interest coupons and talons attached upon either (a) not less than 60 days' written notice given at any time from
Euroclear and/or Clearstream, Luxembourg (acting on the instructions of any holder of an interest in such
Permanent Bearer Global Covered Bond) to the Fiscal Agent as described therein or (b) only upon the
occurrence of an Exchange Event or (c) at any time at the request of the Issuer.

For these purposes, Exchange Event means that (a) the Issuer has been notified that both Euroclear and
Clearstream, Luxembourg have been closed for business for a continuous period of 14 days (other than by
reason of holiday, statutory or otherwise) or have announced an intention permanently to cease business or
have in fact done so and no successor clearing system is available or (b) the Issuer has or will become subject
to adverse tax consequences which would not be suffered were the Bearer Covered Bonds represented by the
Permanent Bearer Global Covered Bond in definitive form. The Issuer will promptly give notice to Covered
Bondholders in accordance with Condition 14 if an Exchange Event occurs. In the event of the occurrence of
an Exchange Event, Euroclear and/or Clearstream, Luxembourg or the common depositary or the common
safekeeper for Euroclear and Clearstream, Luxembourg, as the case may be, on their behalf (acting on the
instructions of any holder of an interest in such Permanent Bearer Global Covered Bond) may give notice to
the Fiscal Agent requesting exchange and, in the event of the occurrence of an Exchange Event as described
in (b), the Issuer may also give notice to the Fiscal Agent requesting exchange. Any such exchange shall occur
not later than 45 days after the date of receipt of the first relevant notice by the Fiscal Agent.

The following legend will appear on all Bearer Covered Bonds (other than Temporary Bearer Global Covered
Bonds) and on all receipts and interest coupons relating to such Bearer Covered Bonds where TEFRA D is
specified in the applicable Final Terms, as the case may be:

"ANY U.S. PERSON WHO HOLDS THIS OBLIGATION WILL BE SUBJECT TO LIMITATIONS UNDER
THE UNITED STATES INCOME TAX LAWS, INCLUDING THE LIMITATIONS PROVIDED IN
SECTIONS 165(j) AND 1287(a) OF THE INTERNAL REVENUE CODE."

The sections referred to provide that United States holders, with certain exceptions, will not be entitled to
deduct any loss on Bearer Covered Bonds, receipts or interest coupons and will not be entitled to capital gains
treatment in respect of any gain on any sale, disposition, redemption or payment of principal in respect of such
Bearer Covered Bonds, receipts or interest coupons.

Bearer Covered Bonds which are represented by a Bearer Global Covered Bonds will only be transferable in

accordance with the rules and procedures for the time being of Euroclear or Clearstream, Luxembourg, as the
case may be.

78



Registered Covered Bonds

The Registered Covered Bonds of each Tranche will initially be represented by a global covered bond in
registered form (a Registered Global Covered Bonds).

Registered Global Covered Bonds will be deposited with a common depositary or, if the Registered Global
Covered Bonds are to be held under the new safe-keeping structure (the NSS), electronically with a common
safekeeper, as the case may be for Euroclear and Clearstream, Luxembourg, and registered in the name of the
nominee for the Common Depositary of, Euroclear and Clearstream, Luxembourg or in the name of a nominee
of the common safekeeper, as specified in the applicable Final Terms. Persons holding beneficial interests in
Registered Global Covered Bonds will be entitled or required, as the case may be, under the circumstances
described below, to receive physical delivery of definitive Covered Bonds in fully registered form.

Where the Registered Global Covered Bonds issued in respect of any Tranche is intended to be held under the
NSS, the applicable Final Terms will indicate whether or not such Registered Global Covered Bonds are
intended to be held in electronic form only in a manner which would allow Eurosystem eligibility. Any
indication that the Registered Global Covered Bonds are to be so held does not necessarily mean that the
Relevant Global Covered Bonds of the relevant Tranche will be recognised as eligible collateral for
Eurosystem monetary policy and intra-day credit operations by the Eurosystem either upon issue or at any time
during their life as such recognition depends upon satisfaction of the Eurosystem eligibility criteria. The
common safekeeper for a Registered Global Covered Bond held under the NSS will either be Euroclear or
Clearstream, Luxembourg or another entity approved by Euroclear and Clearstream, Luxembourg.

Payments of principal, interest and any other amount in respect of the Registered Global Covered Bonds will,
in the absence of provision to the contrary, be made to the person shown on the Register (as defined in
Condition 7.5 (Payments in respect of Registered Covered Bonds)) as the registered holder of the Registered
Global Covered Bonds. None of the Issuer, any Paying Agent or the Registrar will have any responsibility or
liability for any aspect of the records relating to or payments or deliveries made on account of beneficial
ownership interests in the Registered Global Covered Bonds or for maintaining, supervising or reviewing any
records relating to such beneficial ownership interests.

Payments of principal, interest or any other amount in respect of the Registered Covered Bonds in definitive
form will, in the absence of provision to the contrary, be made to the persons shown on the Register on the
relevant Record Date (as defined in Condition 7.5 (Payments in respect of Registered Covered Bonds))
immediately preceding the due date for payment in the manner provided in that Condition.

Interests in a Registered Global Covered Bonds will be exchangeable (free of charge), in whole but not in part,
for definitive Registered Covered Bonds without receipts, interest coupons or talons attached only upon the
occurrence of an Exchange Event. For these purposes, Exchange Event means that (i) the Bank has been
notified that both Euroclear and Clearstream, Luxembourg have been closed for business for a continuous
period of 14 days (other than by reason of holiday, statutory or otherwise) or have announced an intention
permanently to cease business or have in fact done so and, in any such case, no successor clearing system is
available or (ii) the Issuer has or will become subject to adverse tax consequences which would not be suffered
were the Covered Bonds represented by the Registered Global Covered Bond in definitive form. The Issuer
will promptly give notice to Covered Bondholders in accordance with Condition 14 (Notices) if an Exchange
Event occurs. In the event of the occurrence of an Exchange Event, Euroclear and/or Clearstream,
Luxembourg or any person acting on their behalf (acting on the instructions of any holder of an interest in such
Registered Global Covered Bond) may give notice to the Registrar requesting exchange and, in the event of
the occurrence of an Exchange Event as described in (ii) above, the Issuer may also give notice to the Registrar
requesting exchange. Any such exchange shall occur not later than 10 days after the date of receipt of the first
relevant notice by the Registrar.
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Transfer of Interests

Interests in a Registered Global Covered Bonds may, subject to compliance with all applicable restrictions, be
transferred to a person who wishes to hold such interest in another Registered Global Covered Bonds. No
beneficial owner of an interest in a Registered Global Covered Bond will be able to transfer such interest,
except in accordance with the applicable procedures of Euroclear and Clearstream, Luxembourg, in each case
to the extent applicable. Registered Covered Bonds are also subject to the restrictions on transfer set forth
therein and will bear a legend regarding such restrictions, see "Subscription and Sale and Selling Restrictions".

CSD Covered Bonds

Each Tranche of CSD Covered Bonds will be issued in uncertificated book entry form cleared through the
CSD. On the issue of such CSD Covered Bonds, the Issuer (if it is not the CSD Agent) will send a copy of the
applicable Final Terms to the CSD Agent. On delivery of the applicable Final Terms by the CSD Agent to the
CSD and notification to the CSD of the subscribers and their CSD account details by the Issuer or the relevant
Dealer, as applicable, the CSD Agent acting on behalf of the Issuer will credit each subscribing account holder
with the CSD with a nominal amount of CSD Covered Bonds equal to the nominal amount thereof for which
it has subscribed and paid.

Settlement of sale and purchase transactions in respect of CSD Covered Bonds in the CSD will take place in
accordance with the market practice at the time of the transaction.

Title to the CSD Covered Bonds will pass by registration in the registers between the direct accountholders at
the CSD in accordance with the rules and procedures of the CSD. The holder of an CSD Covered Bond will
be the person evidenced as such by a book entry in the records of the CSD. The person evidenced (including
any nominee) as a holder of the CSD Covered Bonds shall be treated as the holder of such CSD Covered Bonds
for the purposes of payment of principal and interest on such CSD Covered Bonds. The expressions Covered
Bondholders and holder of Covered Bonds and related expressions shall be construed accordingly in the
case of CSD Covered Bonds.

General

Pursuant to the Agency Agreement (as defined under "Terms and Conditions of the Covered Bonds"), the
Fiscal Agent shall arrange that, where a further Tranche of Bearer Covered Bonds or Registered Covered
Bonds is issued which is intended to form a single Series with an existing Tranche of Bearer Covered Bonds
or Registered Covered Bonds at a point after the Issue Date of the further Tranche, the Bearer Covered Bonds
of such further Tranche shall be assigned (where applicable) a common code, ISIN, FISN and CFI which are
different from the common code, ISIN, FISN and CFI assigned to Bearer Covered Bonds Registered Covered
Bonds of any other Tranche of the same Series until such time as the Tranches are consolidated and form a
single Series, which shall not be prior to the expiry of the distribution compliance period (as defined in
Regulation S under the Securities Act) applicable to the Bearer Covered Bonds Registered Covered Bonds of
such Tranche.

For so long as any of the Covered Bonds (other than a CSD Covered Bonds) is represented by a Global Covered
Bond held on behalf of Euroclear and/or Clearstream, Luxembourg each person (other than Euroclear or
Clearstream, Luxembourg) who is for the time being shown in the records of Euroclear or of Clearstream,
Luxembourg as the holder of a particular nominal amount of such Covered Bonds (in which regard any
certificate or other document issued by Euroclear or Clearstream, Luxembourg as to the nominal amount of
such Covered Bonds standing to the account of any person shall be conclusive and binding for all purposes
save in the case of manifest error) shall be treated by the Issuer and its agents as the holder of such nominal
amount of such Covered Bonds for all purposes other than with respect to the payment of principal or interest
on such nominal amount of such Covered Bonds, for which purpose the bearer of the relevant Global Covered
Bond shall be treated by the Issuer and its agents as the holder of such nominal amount of such Covered Bonds
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in accordance with and subject to the terms of the relevant Global Covered Bond and the expressions Covered
Bondholders and holder of Covered Bonds and related expressions shall be construed accordingly.

Any reference herein to Euroclear and/or Clearstream, Luxembourg and/or the CSD shall, whenever the
context so permits, be deemed to include a reference to any additional or alternative clearing system specified
in the applicable Final Terms.

The Issuer may agree with any Dealer that Covered Bonds may be issued in a form not contemplated by the
Terms and Conditions of the Covered Bonds herein, in which event a new Base Prospectus or a supplement to
the Base Prospectus, if appropriate, will be made available which will describe the effect of the agreement
reached in relation to such Covered Bond.
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FORM OF FINAL TERMS

PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The Covered Bonds are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made available to
any retail investor in the European Economic Area (EEA). For these purposes, a retail investor means a person
who is one (or more) of: (i) a retail client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as
amended, MIFID I1); or (ii) a customer within the meaning of Directive (EU) 2016/97 (the Insurance
Distribution Directive), where that customer would not qualify as a professional client as defined in point
(10) of Article 4(1) of MIFID II; or (iii) not a qualified investor as defined in the Prospectus Regulation.
Consequently, no key information document required by Regulation (EU) No 1286/2014 (as amended, the
PRI11Ps Regulation) for offering or selling the Covered Bonds or otherwise making them available to retail
investors in the EEA has been prepared and therefore offering or selling the Covered Bonds or otherwise
making them available to any retail investor in the EEA may be unlawful under the PRIIPS Regulation.

PROHIBITION OF SALES TO UK RETAIL INVESTORS — The Covered Bonds are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made available to
any retail investor in the United Kingdom (UK). For these purposes, a retail investor means a person who is
one (or more) of: (i) a retail client, as defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it
forms part of the domestic law of the UK by virtue of the European Union (Withdrawal) Act 2018 (as amended,
the EUWA); (ii) a customer within the meaning of the provisions of the FSMA and any rules or regulations
made under the FSMA to implement Directive (EU) 2016/97, where that customer would not qualify as a
professional client, as defined in point (8) of Article 2(1) of Regulation (EU) No 600/2014 as it forms part of
the domestic law of the UK by virtue of the EUWA, or (iii) not a qualified investor as defined in Article 2 of
Regulation (EU) 2017/1129 as it forms part of the domestic law of the UK by virtue of the EUWA.
Consequently, no key information document required by Regulation (EU) No 1286/2014 as it forms part of
the domestic law of the UK by virtue of the EUWA (the UK PRIIPs Regulation) for offering or selling the
Covered Bonds or otherwise making them available to retail investors in the UK has been prepared and
therefore offering or selling the Covered Bonds or otherwise making them available to any retail investor in
the UK may be unlawful under the UK PRIIPs Regulation.

MIFID Il product governance / Professional investors and ECPs only target market — Solely for the
purposes of [the/each] manufacturer's product approval process, the target market assessment in respect of the
Covered Bonds has led to the conclusion that: (i) the target market for the Covered Bonds is eligible
counterparties and professional clients only, each as defined in MiFID IlI; and (ii) all channels for distribution
of the Covered Bonds to eligible counterparties and professional clients are appropriate. [Consider any
negative target market]' Any person subsequently offering, selling or recommending the Covered Bonds
(a distributor) should take into consideration the manufacturer['s/s'] target market assessment; however, a
distributor subject to MiFID Il is responsible for undertaking its own target market assessment in respect of
the Covered Bonds (by either adopting or refining the manufacturer['s/s'] target market assessment) and
determining appropriate distribution channels.

[UK MIFIR product governance / Professional investors and ECPs only target market — Solely for the
purposes of [the/each] manufacturer's product approval process, the target market assessment in respect of the
Covered Bonds has led to the conclusion that: (i) the target market for the Covered Bonds is only eligible
counterparties, as defined in the FCA Handbook Conduct of Business Sourcebook (COBS), and professional
clients, as defined in Regulation (EU) No 600/2014 as it forms part of domestic law by virtue of the European
Union (Withdrawal) Act 2018 (UK MIiFIR); and (ii) all channels for distribution of the Covered Bonds to
eligible counterparties and professional clients are appropriate. [Consider any negative target market] Any
person subsequently offering, selling or recommending the Covered Bonds (a distributor) should take into
consideration the manufacturer['s/s’] target market assessment; however, a distributor subject to the FCA

! To be considered on a case-by-case basis. If a negative target market is deemed necessary, wording along the following lines could be
included: "The target market assessment indicates that Covered Bonds are incompatible with the needs, characteristics and objectives of
clients which are [details to be inserted].
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Handbook Product Intervention and Product Governance Sourcebook (the UK MiFIR Product Governance
Rules) is responsible for undertaking its own target market assessment in respect of the Covered Bonds (by
either adopting or refining the manufacturer['s/s'] target market assessment) and determining appropriate
distribution channels.]

[NOTIFICATION UNDER SECTION 309B(1)(C) OF THE SECURITIES AND FUTURES ACT 2001
OF SINGAPORE - In connection with Section 309B of the Securities and Futures Act 2001 of Singapore (as
amended) and the Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore (the CMP
Regulations 2018), the Bank has determined the classification of the Covered Bonds to be capital markets
products other than prescribed capital markets products (as defined in the CMP Regulations 2018) and
Specified Investment Products (as defined in the Singapore Monetary Authority (the MAS) Notice SFA 04-
N12: Notice on the Sale of Investment Products and in the MAS Notice FAA-N16: Notice on
Recommendations on Investment Products).]?

FINAL TERMS
[Date]
ARION BANK HF
Legal Entity Identifier (LEI): RIL4AVBPDBOM7Z3KXSF19

Issue of [Aggregate Nominal Amount of Tranche] [Title of Covered Bonds]
under the €3,000,000,000
European Covered Bond (Premium) Programme

PART A - CONTRACTUAL TERMS

Terms used herein shall be deemed to be defined as such for the purposes of the Conditions set forth in the
Base Prospectus dated [®] 2024 [and the supplement[s] to it dated [date] [and [date]]] which [together]
constitute[s] a base prospectus for the purposes of the Prospectus Regulation. This document constitutes the
Final Terms of the Covered Bonds described herein for the purposes of the Prospectus Regulation and must
be read in conjunction with the Base Prospectus in order to obtain all the relevant information. The Base
Prospectus and the Final Terms are available for viewing at Borgartani 19, 105 Reykjavik, Iceland and on the
Luxembourg Stock Exchange's website at https://www.luxse.com/ and from the registered office of the Issuer
and from the specified office of the Agent in London.

[The following alternative language applies if the first tranche of an issue which is being increased was issued
under an Base Prospectus with an earlier date.]

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditions (the Conditions)
set forth in the Base Prospectus dated 16 July 2021, which are incorporated by reference in the Base Prospectus
dated [®] 2024. This document constitutes the Final Terms of the Covered Bonds described herein for the
purposes of the Prospectus Regulation and must be read in conjunction with the Base Prospectus dated [@®]
2024 [and the supplement to it dated [date]] which [together] constitute[s] a base prospectus for the purposes
of the Prospectus Regulation, including the Conditions incorporated by reference in the Base Prospectus, in
order to obtain all the relevant information. Copies of such Base Prospectus and Final Terms are available for
viewing at Borgartini 19, 105 Reykjavik, Iceland and on the Luxembourg Stock Exchange's website at
https://www.luxse.com/ and copies may be obtained from the registered office of the Issuer and from the
specified office of the Agent in London.]

2 Legend to be included on front of the Final Terms if the Covered Bonds sold into Singapore do not constitute prescribed capital markets
products as defined under the CMP Regulations 2018.
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(@)
(b)
(©)

(d)

(€)

Series Number:
Tranche Number:

Series which Covered Bonds will be
consolidated and form a single
Series with:

Date on which the Covered Bonds
will be consolidated and form a
single Series with the Series
specified above:

Trade Date:

Specified Currency or Currencies:

Aggregate Nominal Amount:

(@) Tranche:

(b) Series:

Issue Price:

@) Specified Denominations:

(b) Calculation Amount

@) Issue Date:

(b) Interest Rate:

©) Interest Commencement Date:
Maturity Date:

Extended Final Maturity Date:

[®]
[®]
[®]/[Not Applicable]

[®]/[Issue Date]/[Not Applicable]

[®]
[®]

[®]
[®]

[®]% of the Aggregate Nominal Amount [plus
accrued interest from [@]]

[®]

(N.B. Covered Bonds must have a minimum
denomination of €100,000 (or equivalent))

(Note — where multiple denominations above
[€100,000] or equivalent are being used the
following sample wording should be followed:

"€[100,000] and integral multiples of [€1,000] in
excess thereof up to and including €199,000. No
Covered Bonds in definitive form will be issued with
a denomination above €[199,000].")

[®]
[®]

[Fixed Rate/ Floating Rate/ Zero Coupon/ Inflation
Linked]

[®]/[Issue Date]/[Not Applicable]

[®]/[Interest Payment Date falling in or nearest to

[®]]

[®]/[Interest Payment Date falling in or nearest to
[®]]/[Not Applicable]



10.

11.

12.

13.

14.

15.

Interest Basis:

Redemption/Payment Basis:

Change of Interest Basis:

Put/Call Options:

[Date of [Board] approval for issuance of
Covered Bonds obtained:]

Method of distribution:

Name and address of the Calculation Agent

(If not applicable, delete the remaining sections of
this subparagraph)

Subject to Condition 8.1, the Extended Maturity
Date is [specify date or Interest Payment Date
falling in or nearest to the relevant month and year]

[If applicable, complete relevant sections regarding
interest, etc]

[[®]% Fixed Rate]
[[EURIBOR/Compounded Daily SONIA/
Compounded Daily SOFR] +/- [®]% Floating
Rate]

[Zero Coupon]

[See paragraphs [16/17/18/19/20] below]

[Subject to any purchase or cancellation or early
redemption, the Covered Bonds will be redeemed on
the Maturity Date at [100] per cent. of their nominal
amount.]/[Inflation linked redemption in accordance
with item 16 below, and Conditions 6.3 and 8.3]/
[Inflation linked redemption in accordance with
Condition 8.4]

[In  accordance with  paragraph  [17]/[18]
below]/[Not applicable]

[Investor Put]
[Issuer Call]
[Not Applicable]

[®] [and [®], respectively]

[Syndicated/Non-syndicated]

(@]

PROVISIONS RELATING TO INFLATION LINKED COVERED BONDS

16.

[Inflation Linked Covered Bond Provisions

@) Rate(s) of Interest:

(b) Interest Payment Date(s):

[Applicable /Not Applicable]

[®] per cent. per annum [payable [annually/semi-
annually/quarterly/other (specify)] in arrear]

[The [®@] day in each month]/[[®] in each year] up to
and including the Final Maturity Date

(© Number of Interest payments in a [®]

year:
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(d)

(€)
(f)

Total number of annuity payments
on the relevant Covered Bonds:

Base Index:

Day Count Fraction:

[®]

[®], being the value of the CPI on [@®]

[30/360 or Actual/360 or Actual/Actual (ICMA)]

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

17.

18.

Fixed Rate Covered Bond Provisions

(@)

(b)

(©)

(d)

(€)
(f)

Rate(s) of Interest:

Interest Payment Date(s):

Fixed Coupon Amount[(s)]:
(Applicable to Covered Bonds in
definitive form.)

Broken Amount(s):
(Applicable to Covered Bonds in
definitive form.)

Day Count Fraction:

Determination Date(s):

Floating Rate Covered Bond Provisions

(@)

(b)

(©)
(d)

()

(f)

Specified Period(s)/Specified
Interest Payment Dates:

Business Day Convention:

Additional Business Centre(s):

Manner in which the Rate of
Interest and Interest Amount is to be
determined:

Party responsible for calculating the
Rate of Interest and Interest
Amount (if not the Fiscal Agent):
Screen Rate Determination:

- Reference Rate:
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[Applicable/Not Applicable]

[®]% per annum payable [in arrear on each Interest
Payment Date]

[[®] in each year up to and including the Maturity
Date or the Extended Final Maturity Date, as
applicable]

[®] per Calculation Amount

[[®] per Calculation Amount, payable on the Interest
Payment Date falling [in/on] [®]]/[Not Applicable]
[30/360 or Actual/Actual (ICMA)]

[®] in each year / [Not Applicable]

[Applicable/Not Applicable]

[®]

[Floating Rate Convention/Following Business Day
Convention/Modified Following Business Day
Convention/Preceding Business Day Convention]
[[®]/Not Applicable]

[Screen Rate Determination/ISDA Determination]

[®]

[Applicable/ Not Applicable]

[®]



Reference Rate: [®] month [EURIBOR/
Compounded Daily SONIA/Compounded Daily
SOFR]

- Interest Determination [®]
Date(s):

(The second day on which the T2 is open prior to the
start of each Interest Period if EURIBOR, the day
falling "p" London Banking Days prior to the last
day of the relevant Interest Period if Compounded
Daily SONIA, and the day falling "p" U.S.
Government Securities Business Days prior to the
last day of the relevant Interest Period if
Compounded Daily SOFR)

- Relevant Screen Page:
9 [®]

(In the case of EURIBOR, if not Reuters
EURIBORO01 ensure it is a page which shows a
composite rate or amend the fallback provisions
appropriately)

- Observation Method: [Not Applicable/Lag/Shift]?

- Observation Look-Back

Period- [__J[London Banking/U.S. Government Securities

Business] Day[s]]*

(NB: If the Reference Rate is Compounded Daily
SONIA or Compounded Daily SOFR a minimum of
5 London Banking Days or a minimum of 5 U.S.
Government  Securities Business Days (as
applicable) should be specified unless otherwise
agreed with the Fiscal Agent or the Calculation
Agent, as applicable.)

B Index Determination: [Applicable/Not Applicable]

- Specified Time: [ ]

(N.B. Delete for all Reference Rates other than
Compounded Daily SONIA or Compounded Daily
SOFR where Index Determination is specified as
being applicable)

(9) ISDA Determination: [Applicable/ Not Applicable]

—  ISDA Definitions: [2006 ISDA Definitions]/[2021 ISDA Definitions]

Only relevant for Floating Rate Covered Bonds which specify the Reference Rate as being "Compounded Daily SONIA" and Index
Determination is not applicable.

Only relevant for Floating Rate Covered Bonds which specify the Reference Rate as being "Compounded Daily SONIA™ or "Compounded
Daily SOFR" and Index Determination is not applicable.
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Floating Rate Option:

Designated Maturity:

Reset Date:

Compounding:

Compounding Method:
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(If "2021 ISDA Definitions" is selected below, note
that "Administrator/Benchmark Event", "Generic
Fallbacks™ and "Calculation Agent Alternative Rate
Determination™ are not workable in a covered bonds
context. Amendments will therefore need to be made
to the Conditions which will require a PR drawdown
prospectus for the issue)

[ ]

(If "2021 ISDA Definitions™ is selected, ensure this
is a Floating Rate Option included in the Floating
Rate Matrix (as defined in the 2021 ISDA
Definitions))

[ J/[Not Applicable]

(A Designated Maturity period is not relevant where
the relevant Floating Rate Option is a risk-free rate)

[ ]

(In the case of an EURIBOR based option, the first
day of the Interest Period)

[Applicable/Not Applicable]

(If not applicable, delete the remaining items of this
subparagraph)

[Compounding with Lookback

Lookback: [[ ] Applicable Business Days]/[As
specified in the Compounding/Averaging Matrix (as
defined in the 2021 ISDA Definitions)]]

[Compounding with Observation Period Shift

Observation Period Shift: [[ ] Observation Period
Shift Business Days]/[As specified in the
Compounding/Averaging Matrix (as defined in the
2021 ISDA Definitions)]

Observation Period Shift Additional Business Days:
[ JV[Not Applicable]]

[Compounding with Lockout

Lockout: [[ ] Lockout Period Business Days]/[As
specified in the Compounding/Averaging Matrix (as
defined in the 2021 ISDA Definitions)]

Lockout Period Business Days: [ ]/[Applicable
Business Days]]



(h)

0)
(k)

- Averaging:

- Averaging Method:

- Index provisions:

- Index Method:

Margin(s):
Minimum Rate of Interest:
Maximum Rate of Interest:

Day Count Fraction:
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[[Applicable/Not Applicable]

(If not applicable, delete the remaining items of this
subparagraph)

Averaging with Lookback

Lookback: [[ ] Applicable Business Days]/[As
specified in the Compounding/Averaging Matrix (as
defined in the 2021 ISDA Definitions)]]

[Averaging with Observation Period Shift

Observation Period Shift: [[ ] Observation Period
Shift Business Days]/[As specified in the
Compounding/Averaging Matrix (as defined in the
2021 ISDA Definitions)]

Observation Period Shift Additional Business Days:
[ VI[Not Applicable]]

[Averaging with Lockout

Lockout: [[ ] Lockout Period Business Days]/[As
specified in the Compounding/Averaging Matrix (as
defined in the 2021 ISDA Definitions)]

Lockout Period Business Days: [ ]/[Applicable
Business Days]]

[[Applicable/Not Applicable]

(If not applicable, delete the remaining items of this
subparagraph)

Compounded Index Method with Observation
Period Shift

Observation Period Shift: [[ ] Observation Period
Shift Business Days]/[As specified in the
Compounding/Averaging Matrix (as defined in the
2021 ISDA Definitions)]

Observation Period Shift Additional Business Days:
[ JV[Not Applicable]]

[+/-] [®]% per annum
[®]% per annum
[®]% per annum

[[Actual/Actual (ISDA)][Actual/Actual]
Actual/365 (Fixed)



19. Zero Coupon Covered Bond Provisions®

@) Accrual Yield:

(b) Reference Price:

© Day Count Fraction in relation to

Early Redemption Amounts and
late payment:
20. Inflation Linked Non-Amortising

Covered Bond Provisions

@) Rate(s) of Interest:

(b) Interest Payment Date(s):

© Base Index:

(d) Day Count Fraction:
PROVISIONS RELATING TO REDEMPTION
21. Issuer Call

@) Optional Redemption Date(s):

(b) Optional Redemption Amount of

each Covered Bond:

©) If redeemable in part:

Q) Minimum Redemption
Amount:
(i) Maximum Redemption
Amount:
(d) Notice period (if other than as set
out in the Conditions):
22. Investor Put:

Actual/365 (Sterling)
Actual/360
[30/360][360/360][Bond Basis]
[30E/360][Eurobond Basis]
30E/360 (ISDA)]

[Applicable/Not Applicable]
[®]% per annum
(@]

[Condition 8.7 applies/30/360 or Actual/Actual
(ICMA) r]

(Consider applicable day count fraction if not U.S.
dollar denominated)

[Applicable /Not Applicable]
[®] per cent. per annum [payable [annually/semi-
annually/quarterly/other (specify)] in arrear]

[The [®@] day in each month]/[[®] in each year] up to
and including the Final Maturity Date

[®], being the value of the CPI on [@®]

[30/360 or Actual/Actual (ICMA)]

[Applicable/Not Applicable]
[®]

[®] per Covered Bond of [@]
Denomination

Specified

[®]

[®]

[®]

[Applicable/Not Applicable]

Zero Coupon Covered Bonds not to be issued with an Extended Final Maturity Date unless otherwise agreed with the Dealers.
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(@)
(b)
(©)

Optional Redemption Date(s):
Optional Redemption Amount:

Notice period (if other than as set
out in the Conditions):

23. Final Redemption Amount of each Covered
Bond

24. Early Redemption Amount of each Covered
Bond payable on redemption for taxation
reasons:

25. Relevant Percentage:

[®]

[®] per Calculation Amount

[®]

[[®] per Covered Bond of [®] Specified

Denomination]/[[®] for the Inflation Linked
Covered Bonds]/[In accordance with Condition 8.4
per  Covered Bond of [®] Specified
Denomination]/[Not Applicable]

[®]/[As set out in Condition 8.7(b)]

As at the Issue Date, [®] per cent.

GENERAL PROVISIONS APPLICABLE TO THE COVERED BONDS

26. Form of Covered Bonds:
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[Bearer Covered Bonds]

[Temporary Global Covered Bond exchangeable for
a Permanent Global Covered Bond which is
exchangeable for definitive Covered Bonds [on 60
days' notice given at any time/only upon an
Exchange Event.]]

[Temporary Global Covered Bond exchangeable for
definitive Covered Bonds on and after the Exchange
Date.]

[Permanent Global Covered Bond which is
exchangeable for definitive Covered Bonds [on 60
days' notice given at any time/ only upon an
Exchange Event/at any time at the request of the
Issuer].]

(Ensure that this is consistent with the wording in the
"Form of Covered Bonds" section of the Base
Prospectus and the Covered Bonds themselves.

N.B. The exchange upon notice/at any time at the
request of the Issuer options should not be expressed
to be applicable if the Specified Denomination of the
Covered Bonds in paragraph 6 includes language
substantially to the following effect: " [€100,000 and
integral multiples of [€1,000] in excess thereof up to
and including €199,000.]"  Furthermore, such
Specified Denomination construction is not
permitted in relation to any issue of Covered Bonds
which is to be represented on issue by a Temporary



217.

28.

29.

30.

31.

New Global Covered Bond:

Additional Financial Centre(s):

Talons for future Coupons or Receipts to be
attached to definitive Covered Bonds in
bearer form (and dates on which such Talons
mature):

Details relating to Instalment Covered

Bonds; amount of each instalment, date on
which each payment is to be made:

Redenomination:

DISTRIBUTION

32.

@) If syndicated, names of Managers:

(b) Date of [Subscription] Agreement:
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Global Covered Bond exchangeable for Definitive
Covered Bonds.)

[Registered Covered Bonds

[Regulation S Global Covered Bond (U.S.$[ ]
nominal amount) registered in the name of a
common depositary for Euroclear and Clearstream,
Luxembourg/a common safekeeper for Euroclear
and Clearstream, Luxembourg]]

[CSD Covered Bonds

CSD Covered Bonds issued in uncertificated and
dematerialised book entry form. See further item [7]
of Part B below.]

[Yes] [No]
(If CSD Covered Bonds, insert "No")
[®]/[Not Applicable]

[Yes, as the Covered Bonds have more than 27
coupon payments, Talons may be required if, on
exchange into definitive form, more than 27 coupons
payments are still to be made /No. ]

[Applicable/Not Applicable]
[[For Instalment Covered Bonds:]
Instalment Amount = [@]
Instalment Date(s) = [@®]]

[Redenomination not applicable/ The provisions of
Condition 5 apply]

[Not Applicable/give names]

(If the Covered Bonds are derivative securities to
which Annex 17 of the Prospectus Regulation
applies, include names of entities agreeing to
underwrite the issue on a firm commitment basis and
names of the entities agreeing to place the issue
without a firm commitment or on a "best efforts"
basis if such entities are not the same as the
Managers.)

[®]/ [Not Applicable]



33.

34.

35.

36.

37.

38.

(© Stabilisation Manager(s) (if any):
If non-syndicated, name of Dealer:

U.S. Selling Restrictions:

Prohibition of Sales to EEA Retail Investors

Prohibition of Sales to UK Retail Investors

Prohibition of Sales to Belgian Consumers:

Relevant Benchmark:
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(The above is only relevant if the Covered Bonds are
derivative securities to which Annex 17 of the
Prospectus Regulation applies.)

[Not Applicable/give name]
[Name]

[Reg. S Category 1/2/3; TEFRA DI/TEFRA
C/TEFRA not applicable]

[Applicable/Not Applicable]

(If the Covered Bonds may constitute "packaged"
products and no key information document will be
prepared in the EEA, sales of such Covered Bonds
to EEA Retail Investors should be prohibited and,
therefore, "Applicable” should be specified.)

(If the Covered Bonds clearly do not constitute
"packaged” products or the Covered Bonds do
constitute "packaged" products and a key
information document will be prepared in the EEA,
sales of such Covered Bonds to EEA Retail Investors
do not need to be prohibited and, therefore, "Not
Applicable™ should be specified).

[Applicable/Not Applicable]

(If the Covered Bonds may constitute "packaged"
products and no key information document will be
prepared in the UK, sales of such Covered Bonds to
UK Retail Investors should be prohibited and,
therefore, "Applicable" should be specified.)

(If the Covered Bonds clearly do not constitute
"packaged” products or the Covered Bonds do
constitute "packaged" products and a key
information document will be prepared in the UK,
sales of such Covered Bonds to UK Retail Investors
do not need to be prohibited and, therefore, "Not
Applicable" should be specified).

[Applicable/Not Applicable]

(N.B. advice should be taken from Belgian counsel
before disapplying this selling restriction)

[EURIBOR/Compounded Daily
SONIA/Compounded Daily SOFR] is provided by
[European Money Markets Institute/[®]. As at the
date hereof, [EURIBOR/Compounded Daily
SONIA/Compounded Daily SOFR/ [[appears]/[does



39.

European Covered Bonds (Premium)
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not appear]] in the register of administrators and
benchmarks established and maintained by the
European Securities and Markets Authority pursuant
to Article 36 of Regulation (EU) No. 2016/1011
(the EU Benchmarks Regulation).] [As far as the
Bank is aware [®] does not fall within the scope of
the EU Benchmarks Regulation]/[Not Applicable]]

[Yes]/[No]



PART B - OTHER INFORMATION

1. ADMISSION TO TRADING [Application has been made by the Issuer (or on its
behalf) for the [Covered Bonds/CSD Covered
Bonds] to be admitted to trading on [the Regulated
Market of the Luxembourg Stock Exchange/Nasdaq
Iceland Main Market][other] with effect from [®]].

[Application is expected to be made by the Issuer (or
on its behalf) for the [Covered Bonds/CSD Covered
Bonds] to be admitted to trading on [the Regulated
Market of the Luxembourg Stock Exchange/Nasdaq
Iceland Main Market][other] with effect from [®].]
[Not Applicable.]

Estimate of total expenses related to [@]
admission to trading:

2. RATINGS

Ratings: The Covered Bonds to be issued have [not] been
rated[:]
[Moody's: [@]]
[Other]:  [®]]
[The Covered Bonds to be issued [[have been]/[are
expected to be]] rated [insert details] by [insert
credit rating agency name(s)].]
[Need to include here a brief explanation of the
meaning of the ratings if this has previously been
published by the rating provider.]
Each of [defined terms] is established in the
European Union and is registered under Regulation
(EC) No. 1060/2009 (as amended) (the EU CRA
Regulation).
(The above disclosure should reflect the rating
allocated to Covered Bonds of the type being issued
under the Programme generally or, where the issue
has been specifically rated, that rating.)

3. INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

[Save for any fees payable to the [Manager[s]/Dealer[s]], so far as the Issuer is aware, no person
involved in the issue of the Covered Bonds has an interest material to the offer. The
[Manager[s]/Dealer[s]] and [their/its] affiliates have engaged, and may in the future engage, in
investment banking and/or commercial banking transactions with, and may perform other services
for, the Issuer and its affiliates in the ordinary course of business]

95



4.

USE OF PROCEEDS AND ESTIMATED NET PROCEEDS

(M Use of Proceeds [See ["Use of Proceeds"] in the Base
Prospectus/Give details]

(See ["Use of Proceeds"] wording in Base
Prospectus — if the use of proceeds are different from
what is disclosed in the Base Prospectus, give
details)

(i) Estimated net proceeds: [®] / [Not Applicable]
YIELD (FIXED RATE COVERED BONDS ONLY)
Indication of yield: [®] / [Not Applicable]

PERFORMANCE OF FORMULA/CPI, EXPLANATION OF EFFECT ON VALUE OF
INVESTMENT AND ASSOCIATED RISKS AND OTHER INFORMATION CONCERNING
THE UNDERLYING (INFLATION LINKED COVERED BONDS AND INFLATION LINKED
NON AMORTISING COVERED BONDS ONLY)

[Not Applicable]

[Need to include details of where past and future performance and volatility of the formula/CPI can
be obtained.]

The Covered Bonds are linked to the performance of the Icelandic Consumer Price Index (CPI)
produced based on data from Statistics Iceland

Information about the CPI can be obtained from the website of Statistics of Iceland being
[https://www.statice.is/publications/indices-overview/]

The Issuer [intends to provide post-issuance information [specify what information will be reported
and where it can be obtained]] [does not intend to provide post-issuance information]

(N.B. This paragraph only applies if the Covered Bonds are derivative securities to which Annex 17
of the Prospectus Regulation applies.)

OPERATIONAL INFORMATION

M ISIN Code: [®]
(i) Common Code: [®]
@iii)  CFL: [[include code], as updated, as set out on the website

of the Association of National Numbering Agencies
(ANNA) or alternatively sourced from the
responsible National Numbering Agency that
assigned the ISIN]/[Not Applicable]/[Not Available]

(iv) FISN: [[include code], as updated, as set out on the website
of the Association of National Numbering Agencies
(ANNA) or alternatively sourced from the
responsible National Numbering Agency that
assigned the ISIN]/[Not Applicable]/[Not Available]
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v)

(vi)
(vii)

(viii)

(ix)

Any clearing system(s) other than
Euroclear Bank SA/NV and
Clearstream  Banking,  société
anonyme (together with the address
of each such clearing system) and
the relevant identification
number(s):

Delivery:

Names and addresses of additional
Paying Agent(s) (if any) or, in the
case of CSD Covered Bonds, the
CSD Agent:

Deemed delivery of clearing system
notices for the purposes of
Condition 14 (Notices):

Intended to be held in a manner
which would allow Eurosystem
eligibility:
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(If the Classification of Financial Instruments code
(CFI1) and/or the Financial Instrument Short Name
(FISN) is not required, requested or available, it/they
should be specified to be "Not Applicable™)

[Not  Applicable]/[[Nasdag CsD Iceland
[Verdbréfamidstdd islands CSD] (the CSD). The
Issuer shall be entitled to obtain certain information
from the register maintained by the CSD for the
purpose of performing its obligations under the issue
of CSD Covered Bonds. The CSD Agent shall be
entitled to obtain such information as is required to
perform its duties under the Conditions of the
Covered Bonds and rules and regulations of, and
applicable to, the CSD.]

Delivery [against/free of] payment

[®]/[Not Applicable]

Any notice delivered to Covered Bondholders
through the clearing systems will be deemed to have
been given on the [second] [business] day after the
day on which it was given to Euroclear, and
Clearstream, Luxembourg and CSD.

[Yes. Note that the designation "yes" simply means
that the Covered Bonds are intended upon issue to
be deposited with one of the ICSDs as common
safekeeper [, and registered in the name of a nominee
of one of the ICSDs acting as common safekeeper,
that is, held under the NSS,] [include this text for
Registered Covered Bonds which are to be held
under the NSS] and does not necessarily mean that
the Covered Bonds will be recognised as eligible
collateral for Eurosystem monetary policy and intra-
day credit operations by the Eurosystem either upon
issue or at any or all times during their life. Such
recognition will depend upon the ECB being
satisfied that Eurosystem eligibility criteria have
been met.]

[No. Whilst designation is specified as "no" at the
date of these Final Terms, should the Eurosystem
eligibility criteria be amended in the future such that
the Covered Bonds are capable of meeting them the
Covered Bonds may then be deposited with one of
the ICSDs as common safekeeper (and registered in
the name of a nominee of one of the ICSDs acting as
common Safekeeper). Note that this does not



Signed on behalf of the Issuer:

By:

Duly authorised signatory
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necessarily mean that the Covered Bonds will then
be recognised as eligible collateral for Eurosystem
monetary policy and intra day credit operations by
the Eurosystem at any time during their life. Such
recognition will depend upon the ECB being
satisfied that Eurosystem eligibility criteria have
been met.]]



TERMS AND CONDITIONS OF THE COVERED BONDS

The following are the Terms and Conditions of the Covered Bonds. Where applicable, the Terms and
Conditions will be incorporated by reference into each Global Covered Bond (as defined below) and each
Definitive Covered Bond, in the latter case only if permitted by the rules of the relevant stock exchange or
other relevant authority (if any) and agreed by the Issuer and the relevant Dealer at the time of issue but, if
not so permitted and agreed, such definitive Covered Bond will have endorsed thereon or attached thereto
such Terms and Conditions. The applicable Final Terms (or the relevant provisions thereof) will, where
applicable, be endorsed upon, or attached to, each Global Covered Bond and definitive Covered Bond.
Reference should be made to "Form of the Covered Bonds" for a description of the content of Final Terms
which will specify which of such terms are to apply in relation to the relevant Covered Bonds.

The Covered Bonds are bonds issued by Arion Bank hf. (the Issuer) in accordance with the Icelandic Act on
Covered Bonds no. 11/2008 (as amended, the Icelandic Covered Bond Act) and the Rules No. 190/2023 on
covered bonds (the Rules). The Covered Bonds will be issued in compliance with any applicable legal or
regulatory restrictions, and any reference to currencies other than ISK, and to Inflation Linked Covered Bonds
and related expressions shall be construed as taking effect subject to such restrictions being lifted.

This Covered Bond is one of a Series (as defined below) of Covered Bonds issued by the Issuer.

References herein to the Covered Bonds shall be references to the Covered Bonds of this Series and shall
mean:

@) in relation to any Covered Bonds represented by a global Covered Bond (a Global Covered Bond),
units of the lowest denomination specified in the relevant Final Terms (Specified Denomination) in
the currency specified in the relevant Final Terms (Specified Currency);

(b) any Global Covered Bond; and

©) any definitive Covered Bonds in bearer form (Bearer Covered Bonds) issued in exchange for a Global
Covered Bond in bearer form; and

(d) any definitive Covered Bonds in registered form (Registered Covered Bonds) (whether or not issued
in exchange for a Global Covered Bond in registered form); and

(e) any Covered Bonds issued in uncertificated book entry form cleared through the Nasdaq CSD Iceland
or Verdbréfamidstéd Islands CSD (the CSD Covered Bonds and the CSD, respectively). CSD
Covered Bonds are in dematerialised form. Any references in these Terms and Conditions (the
Conditions) to Receipts, Coupons and Talons shall not apply to CSD Covered Bonds and no global
or definitive Covered Bonds will be issued in respect of CSD Covered Bonds.

The Covered Bonds (other than the CSD Covered Bonds), the Receipts (as defined below) and the Coupons
(as defined below) have the benefit of an Agency Agreement dated 10 February 2012, as amended and restated
on 23 December 2016 and on 8 January 2019 and on 9 January 2020 and on 16 July 2021 and on 12 October
2022 and on 14 December 2023 (such Agency Agreement as amended and/or supplemented and/or restated
from time to time, the Agency Agreement), and made between the Issuer and The Bank of New York Mellon,
London Branch as fiscal agent (the Fiscal Agent) and transfer agent (the Transfer Agent, which expression
shall include any additional or successor transfer agents) and as paying agent (the Paying Agent, which
expression shall include any successor paying agent) and The Bank of New York Mellon SA/NV Luxembourg
Branch as registrar (the Registrar, which expression shall include any successor registrar). In relation to the
CSD Covered Bonds, Arion Bank hf. will act as the CSD system account manager (the CSD Agent, which
expression shall include any additional agent appointed by the Issuer from time to time in relation to the CSD
Covered Bonds). The Fiscal Agent, the Registrar, the other Paying Agents, the CSD Agent and the other
Transfer Agents are together referred to as the Agents.
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If so specified in the applicable Final Terms, the Bank will also appoint a calculation agent with respect to a
Series (the Calculation Agent, which expression shall include any successor calculation agent and any other
calculation agent specified in the applicable Final Terms).

Interest bearing definitive Bearer Covered Bonds have interest coupons (Coupons) and, if indicated in the
applicable Final Terms, talons for further Coupons (Talons) attached on issue. Any reference herein to
Coupons or coupons shall, unless the context otherwise requires, be deemed to include a reference to Talons
or talons. Definitive Covered Bonds repayable in instalments have receipts (Receipts) for the payment of the
instalments of principal (other than the final instalment) attached on issue. Registered Covered Bonds and
Global Covered Bonds do not have Receipts, Coupons or Talons attached on issue.

The Final Terms for this Covered Bond (or the relevant provisions thereof), as set out in Part A of the Final
Terms which are (except in the case of CSD Covered Bonds) attached to or endorsed on this Covered Bond,
complete the Conditions for the purposes of this Covered Bond. References to the applicable Final Terms
are to Part A of the Final Terms (or the relevant provisions thereof) which are (except in the case of CSD
Covered Bonds) attached to or endorsed on this Covered Bond and (in the case of the CSD Covered Bonds)
which are deposited with the CSD and the CSD Agent. The expression Prospectus Regulation means
Regulation (EU) 2017/1129.

Any reference to Covered Bondholders or holders in relation to any Covered Bonds shall mean (in the case
of Bearer Covered Bonds) the holders of the Covered Bonds, (in the case of Registered Covered Bonds) the
persons in whose name the Covered Bonds are registered and (in the case of CSD Covered Bonds) the persons
who are for the time being shown in the records of the CSD as the holders of the Covered Bonds, and shall, in
relation to any Covered Bonds represented by a Global Covered Bond and any CSD Covered Bonds, be
construed as provided below. Any reference herein to Receiptholders shall mean the holders of the Receipts
and any reference herein to Couponholders shall mean the holders of the Coupons and shall, unless the context
otherwise requires, include the holders of the Talons.

As used herein, Tranche means Covered Bonds which are identical in all respects (including as to listing and
admission to trading) and Series means a Tranche of Covered Bonds together with any further Tranche or
Tranches of Covered Bonds which (a) are expressed to be consolidated and form a single series and (b) have
the same terms and conditions or terms and conditions which are the same in all respects save for the amount
and date of the first payment of interest thereon and the date from which interest starts to accrue.

The Covered Bondholders (except in the case of CSD Covered Bonds), the Receiptholders and the
Couponholders are entitled to the benefit of the Deed of Covenant (subject to the terms of such Deed of
Covenant) dated 14 December 2023 (such Deed of Covenant as amended and/or supplemented and/or restated
from time to time, the Deed of Covenant) made by the Issuer. The original of the Deed of Covenant is held
by the common depositary for Euroclear and Clearstream, Luxembourg (each as defined below).

Copies of the Agency Agreement and the Deed of Covenant (i) are available for inspection and collection
during normal business hours at the specified office of each of the Fiscal Agent and the Registrar or (ii) may
be provided by email to a Covered Bondholder following their prior written request to the Fiscal Agent or the
Issuer and provision of proof of holding and identity (in a form satisfactory to the relevant Fiscal Agent or the
Issuer, as the case may be). Copies of the applicable Final Terms are available for viewing at the registered
office of the Issuer and of the Fiscal Agent and on the Luxembourg Stock Exchange's website
(https://www.luxse.com/) and copies may be obtained from those offices save that, if this Covered Bond is
neither admitted to trading on a regulated market in the European Economic Area nor offered in the European
Economic Area in circumstances where a prospectus is required to be published under the Prospectus
Regulation, the applicable Final Terms will only be obtainable by a Covered Bondholder holding one or more
unlisted Covered Bonds of that Series and such Covered Bondholder must produce evidence satisfactory to
the Issuer and (except in the case of CSD Covered Bonds) the relevant Paying Agent as to its holding of such
Covered Bonds and identity. The Covered Bondholders, the Receiptholders and the Couponholders are
deemed to have notice of, and are entitled to the benefit of, all the provisions of the Agency Agreement, the
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Deed of Covenant (subject to the terms of such Deed of Covenant) and the applicable Final Terms which are
applicable to them. The statements in the Conditions include summaries of, and are subject to, the detailed
provisions of the Agency Agreement.

Words and expressions defined in the Agency Agreement or used in the applicable Final Terms shall have the
same meanings where used in the Conditions unless the context otherwise requires or unless otherwise stated
and provided that, in the event of inconsistency between the Agency Agreement and the applicable Final
Terms, the applicable Final Terms will prevail.

1.

FORM, DENOMINATION AND TITLE

The Covered Bonds are in bearer form (Bearer Covered Bonds) or registered form (Registered
Covered Bonds) or, in the case of CSD Covered Bonds, uncertificated book entry form, as specified
in the applicable Final Terms, and, in the case of definitive Covered Bonds, in the Specified Currency
and the Specified Denomination(s) and (other than CSD Covered Bonds) serially numbered. Covered
Bonds of one Specified Denomination may not be exchanged for Covered Bonds of another Specified
Denomination and Bearer Covered Bonds may not be exchanged for Registered Covered Bonds and
vice versa. Neither Bearer Covered Bonds nor Registered Covered Bonds may be exchanged for CSD
Covered Bonds and vice versa.

This Covered Bond may be a Fixed Rate Covered Bond, a Floating Rate Covered Bond, a Zero Coupon
Covered Bond, an Inflation Linked Covered Bond, an Inflation Linked Non-Amortising Covered
Bonds or a combination of any of the foregoing, depending upon the Interest Basis shown in the
applicable Final Terms and may be an Instalment Covered Bond.

This Covered Bond may be an Inflation Linked Covered Bond or an Inflation Linked Non-Amortising
Covered Bonds depending on the Redemption/Payment Basis shown in the applicable Final Terms.

Definitive Bearer Covered Bonds are issued with Coupons attached, unless they are Zero Coupon
Covered Bonds in which case references to Coupons and Couponholders in the Conditions are not
applicable.

Subject as set out below, title to the Bearer Covered Bonds, Receipts and Coupons will pass by
delivery, title to the Registered Covered Bonds will pass upon registration of transfers in accordance
with the provisions of the Agency Agreement and title to CSD Covered Bonds will pass by registration
in the registers between the direct or indirect accountholders at the CSD in accordance with the rules
and procedures of the CSD. The Issuer and any Agent will (except as otherwise required by law) deem
and treat the bearer of any Bearer Covered Bond, Receipt or Coupon and the registered holder of any
Registered Covered Bond or CSD Covered Bond as the absolute owner thereof (whether or not
overdue and notwithstanding any notice of ownership or writing thereon or notice of any previous loss
or theft thereof) for all purposes but, in the case of any Global Covered Bond, without prejudice to the
provisions set out in the next succeeding paragraph, and the expressions Covered Bondholders or
holders of Covered Bonds and related expressions shall be construed accordingly.

For so long as any of the Covered Bonds is represented by a Global Covered Bond held on behalf of
Euroclear Bank SA/NV (Euroclear) and/or Clearstream Banking, société anonyme (Clearstream,
Luxembourg) or so long as any of the Covered Bonds is an CSD Covered Bond each person (other
than Euroclear, Clearstream, Luxembourg or the CSD) who is for the time being shown in the records
of Euroclear or of Clearstream, Luxembourg or the CSD, as the case may be, as the holder of a
particular nominal amount of such Covered Bonds (in which regard any certificate or other document
issued by Euroclear, Clearstream, Luxembourg or the CSD, as the case may be, as to the nominal
amount of such Covered Bonds standing to the account of any person shall be conclusive and binding
for all purposes save in the case of manifest error) shall be treated by the Issuer and the relevant Agents
as the holder of such nominal amount of such Covered Bonds for all purposes other than (in the case

101



2.1

2.2

only of Covered Bonds not being CSD Covered Bonds) with respect to the payment of principal or
interest on such nominal amount of such Covered Bonds, for which purpose, in the case of Covered
Bonds represented by a bearer Global Covered Bond, the bearer of the relevant Global Covered Bond,
or, in the case of Covered Bonds represented by Registered Global Covered Bonds, the registered
holder shall be treated by the Issuer and any Agent as the holder of such nominal amount of such
Covered Bonds in accordance with and subject to the terms of the relevant Global Covered Bond and
the expressions Covered Bondholder and holder of Covered Bonds and related expressions shall be
construed accordingly. Covered Bonds which are represented by a Global Covered Bond will be
transferable only in accordance with the rules and procedures for the time being of Euroclear and
Clearstream, Luxembourg, as the case may be.

The Issuer shall be entitled to obtain certain information from the register maintained by the CSD for
the purpose of performing its obligations under the issue of CSD Covered Bonds. The CSD Agent
shall be entitled to obtain such information as is required to perform its duties under the Terms and
Conditions of the Covered Bonds and rules and regulations of, and applicable to, the CSD.

References to the CSD, Euroclear and/or Clearstream, Luxembourg shall, whenever the context so
permits, be deemed to include a reference to any additional or alternative clearing system specified in
Part B of the applicable Final Terms or as may otherwise be approved by the Issuer.

TRANSFERS OF REGISTERED COVERED BONDS
Transfers of interests in Registered Global Covered Bonds

Transfers of beneficial interests in Registered Global Covered Bonds will be effected by Euroclear or
Clearstream, Luxembourg, as the case may be, and, in turn, by other participants and, if appropriate,
indirect participants in such clearing systems acting on behalf of transferors and transferees of such
interests. A beneficial interest in a Registered Global Covered Bond will, subject to compliance with
all applicable legal and regulatory restrictions, be transferable for Covered Bonds in definitive form
or for a beneficial interest in another Registered Global Covered Bond only in the authorised
denominations set out in the applicable Final Terms and only in accordance with the rules and
operating procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be,
and in accordance with the terms and conditions specified in the Agency Agreement.

Transfers of Registered Covered Bonds in definitive form

Subject as provided in paragraphs 2.5 and 2.6 below, upon the terms and subject to the conditions set
forth in the Agency Agreement, a Registered Covered Bond in definitive form may be transferred in
whole or in part (in the authorised denominations set out in the applicable Final Terms). In order to
effect any such transfer (a) the holder or holders must (i) surrender the Registered Covered Bond for
registration of the transfer of the Registered Covered Bond (or the relevant part of the Registered
Covered Bond) at the specified office of any Transfer Agent, with the form of transfer thereon duly
executed by the holder or holders thereof or their attorney or attorneys duly authorised in writing and
(ii) complete and deposit such other certifications as may be required by the relevant Transfer Agent
and (b) the relevant Transfer Agent must, after due and careful enquiry, be satisfied with the documents
of title and the identity of the person making the request. Any such transfer will be subject to such
reasonable regulations as the Issuer and the Registrar may from time to time prescribe (the initial such
regulations being set out in Schedule 8 to the Agency Agreement). Subject as provided above, the
relevant Transfer Agent will, within three business days (being for this purpose a day on which banks
are open for business in the city where the specified office of the relevant Transfer Agent is located)
of the request (or such longer period as may be required to comply with any applicable fiscal or other
laws or regulations), authenticate and deliver, or procure the authentication and delivery of, at its
specified office to the transferee or (at the risk of the transferee) send by uninsured mail, to such
address as the transferee may request, a new Registered Covered Bond in definitive form of a like
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2.3

2.4

2.5

2.6

2.7

aggregate nominal amount to the Registered Covered Bond (or the relevant part of the Registered
Covered Bond) transferred. In the case of the transfer of part only of a Registered Covered Bond in
definitive form, a new Registered Covered Bond in definitive form in respect of the balance of the
Registered Covered Bond not transferred will be so authenticated and delivered or (at the risk of the
transferor) sent to the transferor.

Registration of transfer upon partial redemption

In the event of a partial redemption of Covered Bonds under Condition 8, the Issuer shall not be
required to register the transfer of any Registered Covered Bond, or part of a Registered Covered
Bond, called for partial redemption.

Costs of registration

Covered Bondholders will not be required to bear the costs and expenses of effecting any registration
of transfer as provided above, except for any costs or expenses of delivery other than by regular
uninsured mail and except that the Issuer may require the payment of a sum sufficient to cover any
stamp duty, tax or other governmental charge that may be imposed in relation to the registration.

Transfers of interests in Regulation S Global Covered Bonds

Prior to expiry of the applicable Distribution Compliance Period, transfers by the holder of, or of a
beneficial interest in, a Regulation S Global Covered Bond to a transferee in the United States or who
is a U.S. person will only be made upon receipt by the Registrar of a written certification substantially
in the form set out in the Agency Agreement, amended as appropriate (a Transfer Certificate), copies
of which are available from the specified office of any Transfer Agent, from the transferor of the
Covered Bond or beneficial interest therein to the effect that such transfer is being made pursuant to
the Securities Act or an exemption therefrom, subject to receipt by the Issuer of such satisfactory
evidence as the Issuer may reasonably require, which may include an opinion of U.S. counsel, that
such transfer is in compliance with any applicable securities laws of any State of the United States,
and, in each case, in accordance with any applicable securities laws of any State of the United States
or any other jurisdiction.

Exchanges and transfers of Registered Covered Bonds generally

Holders of Registered Covered Bonds in definitive form may exchange such Covered Bonds for
interests in a Registered Global Covered Bond of the same type at any time.

Definitions
In this Condition, the following expressions shall have the following meanings:

Distribution Compliance Period means the period that ends 40 days after the completion of the
distribution of each Tranche of Covered Bonds;

Regulation S means Regulation S under the Securities Act;

Regulation S Global Covered Bond means a Registered Global Covered Bond representing Covered
Bonds sold outside the United States in reliance on Regulation S;

Securities Act means the United States Securities Act of 1933, as amended.
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5.1

STATUS OF THE COVERED BONDS

The Covered Bonds and any related Receipts and Coupons constitute direct, unilateral, unconditional
and unsubordinated obligations of the Issuer to pay the Final Redemption Amount and rank pari passu
among themselves and with all other outstanding unsubordinated obligations of the Issuer that have
been provided equivalent priority of claim to Covered Bonds issued in accordance with the terms of
the Icelandic Covered Bond Act.

On the winding up or voluntary or involuntary liquidation of the Issuer, the Covered Bondholders will,
by virtue of the Icelandic Covered Bond Act, have certain rights of priority over and be senior to other
creditors of the Issuer to the Cover Pool and the payments received with respect to the Cover Pool, but
junior to claims due to derivative agreements concluded or issued in accordance with the terms of the
Icelandic Covered Bond Act.

COMPLIANCE WITH THE ICELANDIC COVERED BOND ACT

So long as any of the Covered Bonds, Receipts or Coupons remains outstanding the Issuer undertakes
that with respect to the Covered Bonds and the related Cover Pool, it will comply with all provisions
of the Icelandic Covered Bond Act, and the related Rules, as amended from time to time.

REDENOMINATION
Redenomination

Where redenomination is specified in the applicable Final Terms as being applicable, the Issuer may,
without the consent of the Covered Bondholders, the Receiptholders and the Couponholders, on giving
prior notice to the Fiscal Agent, Euroclear and Clearstream, Luxembourg (in the case of Covered
Bonds other than CSD Covered Bonds) or to the CSD Agent and the CSD (in the case of CSD Covered
Bonds) and at least 30 days' prior notice to the Covered Bondholders in accordance with Condition
14, elect that, with effect from the Redenomination Date specified in the notice, the Covered Bonds
with a Specified Currency other than euro shall be redenominated in euro.

The election will have effect as follows:

@) the Covered Bonds and the Receipts shall be deemed to be redenominated in euro in the
denomination of euro 0.01 with a nominal amount for each Covered Bond and Receipt equal
to the nominal amount of that Covered Bond or Receipt in the Specified Currency, converted
into euro at the Established Rate, provided that, if the Issuer determines, with the agreement
of the Fiscal Agent in the case of Covered Bonds other than CSD Covered Bonds, that the
then market practice in respect of the redenomination in euro of internationally offered
securities is different from the provisions specified above, such provisions shall be deemed to
be amended so as to comply with such market practice and the Issuer shall promptly notify
the Covered Bondholders, the stock exchange (if any) on which the Covered Bonds may be
listed and the Agents of such deemed amendments;

(b) save to the extent that an Exchange Notice has been given in accordance with paragraph (d)
below, the amount of interest due in respect of the Covered Bonds will be calculated by
reference to the aggregate nominal amount of Covered Bonds presented (or, as the case may
be, in respect of which Coupons are presented) for payment by the relevant holder and the
amount of such payment shall be rounded down to the nearest €0.01;

(© if definitive Covered Bonds are required to be issued after the Redenomination Date, they

shall be issued at the expense of the Issuer (i) in the case of Relevant Covered Bonds in the
denomination of euro 100,000 and/or such higher amounts as the Fiscal Agent (in the case of

104



(d)

(€)

(f)

Covered Bonds other than CSD Covered Bonds ) or the Issuer (in the case of CSD Covered
Bonds) may determine and notify to the Covered Bondholders and any remaining amounts
less than euro 100,000 shall be redeemed by the Issuer and paid to the Covered Bondholders
in euro in accordance with Condition 7 (Payments); and (ii) in the case of Covered Bonds
which are not Relevant Covered Bonds, in the denominations of €1,000, €10,000, €100,000
and (but only to the extent of any remaining amounts less than €1,000 or such smaller
denominations as the Agent may approve) €0.01 and such other denominations as the Fiscal
Agent (in the case of Covered Bonds other than CSD Covered Bonds) or the Issuer (in the
case of CSD Covered Bonds) shall determine and notify to the Covered Bondholders;

if issued prior to the Redenomination Date, all unmatured Coupons denominated in the
Specified Currency (whether or not attached to the Covered Bonds) will become void with
effect from the date on which the Issuer gives notice (the Exchange Notice) that replacement
euro-denominated Covered Bonds, Receipts and Coupons are available for exchange
(provided that such securities are so available) and no payments will be made in respect of
them. The payment obligations contained in any Covered Bonds and Receipts so issued will
also become void on that date although those Covered Bonds and Receipts will continue to
constitute valid exchange obligations of the Issuer. New euro-denominated Covered Bonds,
Receipts and Coupons will be issued in exchange for Covered Bonds, Receipts and Coupons
denominated in the Specified Currency in such manner as the Fiscal Agent (in the case of
Covered Bonds other than CSD Covered Bonds) or the Issuer (in the case of CSD Covered
Bonds) may specify and as shall be notified to the Covered Bondholders in the Exchange
Notice. No Exchange Notice may be given less than 15 days prior to any date for payment of
principal or interest on the Covered Bonds;

after the Redenomination Date, all payments in respect of the Covered Bonds, the Receipts
and the Coupons, other than payments of interest in respect of periods commencing before the
Redenomination Date, will be made solely in euro as though references in the Covered Bonds
to the Specified Currency were to euro. Payments will be made in euro by credit or transfer
to a euro account (or any other account to which euro may be credited or transferred) specified
by the payee or, at the option of the payee, by a euro cheque;

if the Covered Bonds are Fixed Rate Covered Bonds and interest for any period ending on or
after the Redenomination Date is required to be calculated for a period ending other than on
an Interest Payment Date, it will be calculated:

Q) in the case of the Covered Bonds represented by a Global Covered Bond or CSD
Covered Bonds, by applying the Rate of Interest to the aggregate outstanding nominal
amount of the Covered Bonds; and

(i) in the case of definitive Covered Bonds, by applying the Rate of Interest to the
Calculation Amount,

and, in each case, multiplying such sum by the applicable Day Count Fraction.

The resultant figure (including after application of any Fixed Coupon Amount or Broken
Amount to the Calculation Amount in the case of Fixed Rate Covered Bonds in definitive
form) shall be rounded to the nearest sub-unit of the relevant Specified Currency, half of any
such sub-unit being rounded upwards or otherwise in accordance with applicable market
convention. Where the Specified Denomination of a Fixed Rate Covered Bond in definitive
form is a multiple of the Calculation Amount, the amount of interest payable in respect of such
Fixed Rate Covered Bond shall be the product of the amount (determined in the manner
provided above) for each the Calculation Amount and the amount which the Calculation
Amount is multiplied to reach the Specified Denomination without any further rounding;
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5.2

6.1

(9) if the Covered Bonds are Floating Rate Covered Bonds, the applicable Final Terms will
specify any relevant changes to the provisions relating to interest; and

(h) such other changes shall be made to this Condition as the Issuer may decide, after consultation
with the Fiscal Agent in the case of Covered Bonds other than CSD Covered Bonds), and as
may be specified in the notice, to conform it to conventions then applicable to instruments
denominated in euro.

Definitions
In the Conditions, the following expressions have the following meanings:

Established Rate means the rate for the conversion of the Specified Currency (including compliance
with rules relating to roundings in accordance with applicable European Union regulations) into euro
established by the Council of the European Union pursuant to Article 140 of the Treaty;

euro means the currency introduced at the start of the third stage of European economic and monetary
union pursuant to the Treaty;

Redenomination Date means (in the case of interest bearing Covered Bonds) any date for payment
of interest under the Covered Bonds or (in the case of Zero Coupon Covered Bonds) any date, in each
case specified by the Issuer in the notice given to the Covered Bondholders pursuant to Condition 5.1
above and which falls on or after the date on which the country of the Specified Currency first
participates in the third stage of European economic and monetary union;

Relevant Covered Bonds means all Covered Bonds where the applicable Final Terms provide for a
minimum Specified Denomination in the Specified Currency which is equivalent to at least euro
100,000 and which are admitted to trading on a regulated market in the European Economic Area; and

Treaty means the Treaty on the Functioning of the European Union, as amended.
INTEREST
Interest on Fixed Rate Covered Bonds

Each Fixed Rate Covered Bond bears interest from (and including) the Interest Commencement Date
at the rate(s) per annum equal to the Rate(s) of Interest. Interest will be payable in arrear on the Interest
Payment Date(s) in each year up to (and including) the Maturity Date or, if the applicable Final Terms
specifies that an Extended Final Maturity Date applies, the Extended Final Maturity Date or any earlier
Interest Payment Date on which the Covered Bonds are redeemed in full, provided that any amounts
representing interest payable after the Maturity Date shall be paid at such rate and on such dates
specified in the applicable Final Terms.

If the Covered Bonds are in definitive form, except as provided in the applicable Final Terms, the
amount of interest payable on each Interest Payment Date in respect of the Fixed Interest Period ending
on (but excluding) such date will amount to the Fixed Coupon Amount. Payments of interest on any
Interest Payment Date will, if so specified in the applicable Final Terms, amount to the Broken Amount
so specified.

As used in the Conditions, Fixed Interest Period means the period from (and including) an Interest
Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest
Payment Date or the relevant payment date if the Covered Bonds become payable on a date other than
an Interest Payment Date.
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Except in the case of Covered Bonds in definitive form where an applicable Fixed Coupon Amount or
Broken Amount is specified in the applicable Final Terms, interest shall be calculated in respect of
any period by applying the Rate of Interest to:

@) in the case of Fixed Rate Covered Bonds which are (i) represented by a Global Covered Bond,
(i) Registered Covered Bonds in definitive form or (iii) Fixed Rate Covered Bonds which are
CSD Covered Bonds, the aggregate outstanding nominal amount of (A) the Fixed Rate
Covered Bonds represented by such Global Covered Bond; (B) such Registered Covered
Bonds in definitive form or (C) such Fixed Rate Covered Bonds which are CSD Covered
Bonds; or

(b) in the case of Fixed Rate Covered Bonds which are Bearer Covered Bonds in definitive form,
the Calculation Amount,

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the
resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit
being rounded upwards or otherwise in accordance with applicable market convention. Where the
Specified Denomination of a Fixed Rate Covered Bond in definitive form is a multiple of the
Calculation Amount, the amount of interest payable in respect of such Fixed Rate Covered Bond shall
be the product of the amount (determined in the manner provided above) for the Calculation Amount
and the amount by which the Calculation Amount is multiplied to reach the Specified Denomination,
without any further rounding.

Day Count Fraction means, in respect of the calculation of an amount of interest in accordance with
this Condition 6.1:

Q) if "Actual/Actual (ICMA)" is specified in the applicable Final Terms:

(A) in the case of Covered Bonds where the number of days in the relevant period from
(and including) the most recent Interest Payment Date (or, if none, the Interest
Commencement Date) to (but excluding) the relevant payment date (the Accrual
Period) is equal to or shorter than the Determination Period during which the Accrual
Period ends, the number of days in such Accrual Period divided by the product of (1)
the number of days in such Determination Period and (2) the number of Determination
Dates (as specified in the applicable Final Terms) that would occur in one calendar
year; or

(B) in the case of Covered Bonds where the Accrual Period is longer than the
Determination Period during which the Accrual Period ends, the sum of:

@ the number of days in such Accrual Period falling in the Determination Period
in which the Accrual Period begins divided by the product of (x) the number
of days in such Determination Period and (y) the number of Determination
Dates that would occur in one calendar year; and

2 the number of days in such Accrual Period falling in the next Determination
Period divided by the product of (x) the number of days in such Determination
Period and (y) the number of Determination Dates that would occur in one
calendar year; and

(i) if "30/360" is specified in the applicable Final Terms, the number of days in the period from
(and including) the most recent Interest Payment Date (or, if none, the Interest
Commencement Date) to (but excluding) the relevant payment date (such number of days
being calculated on the basis of a year of 360 days with 12 30-day months) divided by 360.
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6.2

(@)

In these Conditions:
Determination Period means each period from (and including) a Determination Date to but excluding
the next Determination Date (including, where either the Interest Commencement Date or the final

Interest Payment Date is not a Determination Date, the period commencing on the first Determination
Date prior to, and ending on the first Determination Date falling after, such date); and

sub-unit means, with respect to any currency other than euro, the lowest amount of such currency that
is available as legal tender in the country of such currency and, with respect to euro, one cent.

Interest on Floating Rate Covered Bonds
Interest Payment Dates

Each Floating Rate Covered Bond bears interest from (and including) the Interest Commencement
Date and such interest will be payable in arrear on either:

M the Specified Interest Payment Date(s) in each year specified in the applicable Final Terms;
or
(i) if no Specified Interest Payment Date(s) is/are specified in the applicable Final Terms, each

date (each such date, together with each Specified Interest Payment Date, an Interest
Payment Date) which falls the number of months or other period specified as the Specified
Period in the applicable Final Terms after the preceding Interest Payment Date or, in the case
of the first Interest Payment Date, after the Interest Commencement Date.

Such interest will be payable in respect of each Interest Period (which expression shall, in the
Conditions, mean the period from (and including) an Interest Payment Date (or the Interest
Commencement Date) to (but excluding) the next (or first) Interest Payment Date).

If a Business Day Convention is specified in the applicable Final Terms and (x) if there is no
numerically corresponding day on the calendar month in which an Interest Payment Date should occur
or (y) if any Interest Payment Date would otherwise fall on a day which is not a Business Day, then,
if the Business Day Convention specified is:

(A) in any case where Specified Periods are specified in accordance with Condition 6.2(a)(ii)
above, the Floating Rate Convention, such Interest Payment Date (i) in the case of (x) above,
shall be the last day that is a Business Day in the relevant month and the provisions of
paragraph (b) below shall apply mutatis mutandis or (ii) in the case of (y) above, shall be
postponed to the next day which is a Business Day unless it would thereby fall into the next
calendar month, in which event (1) such Interest Payment Date shall be brought forward to
the immediately preceding Business Day and (2) each subsequent Interest Payment Date shall
be the last Business Day in the month which falls the Specified Period after the preceding
applicable Interest Payment Date occurred; or

(B) the Following Business Day Convention, such Interest Payment Date shall be postponed to
the next day which is a Business Day; or

© the Modified Following Business Day Convention, such Interest Payment Date shall be
postponed to the next day which is a Business Day unless it would thereby fall into the next
calendar month, in which event such Interest Payment Date shall be brought forward to the
immediately preceding Business Day; or
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(D) the Preceding Business Day Convention, such Interest Payment Date shall be brought forward
to the immediately preceding Business Day.

In the Conditions, Business Day means a day which is both:

I a day on which commercial banks and foreign exchange markets settle payments and are open
for general business (including dealing in foreign exchange and foreign currency deposits) in
London and any Additional Business Centre specified in the applicable Final Terms; and

Il. either (1) in relation to any sum payable in a Specified Currency other than euro, a day on
which commercial banks and foreign exchange markets settle payments and are open for
general business (including dealing in foreign exchange and foreign currency deposits) in the
principal financial centre of the country of the relevant Specified Currency (which if the
Specified Currency is Australian dollars or New Zealand dollars shall be Sydney and
Auckland, respectively) or (2) in relation to any sum payable in euro, a day on which the
Trans-European Automated Real-time Gross Settlement Express Transfer System or any
successor or replacement for that system (T2) ) is open.

(b) Rate of Interest

The Rate of Interest payable from time to time in respect of Floating Rate Covered Bonds will be
determined in the manner specified below.

Q) ISDA Determination for Floating Rate Covered Bonds

Where ISDA Determination is specified in the applicable Final Terms as the manner in which
the Rate of Interest is to be determined, the Rate of Interest for each Interest Period will be the
relevant ISDA Rate plus or minus (as indicated in the applicable Final Terms) the Margin (if
any). For the purposes of this subparagraph (i), ISDA Rate for an Interest Period means a
rate equal to the Floating Rate that would be determined by the Fiscal Agent or the Calculation
Agent or the CSD Agent, as applicable, under an interest rate swap transaction if the Fiscal
Agent or Calculation Agent or the CSD Agent, as applicable, were acting as Calculation Agent
(as defined in the ISDA Definitions (as defined below)) for that swap transaction under the
terms of an agreement incorporating (i) if "2006 ISDA Definitions" is specified in the
applicable Final Terms, the 2006 ISDA Definitions, as published by the International Swaps
and Derivatives Association, Inc. (ISDA) and as amended and updated as at the Issue Date of
the first Tranche of the Covered Bonds; or (ii) if "2021 ISDA Definitions" is specified in the
applicable Final Terms, the latest version of the 2021 ISDA Interest Rate Derivatives
Definitions as published by ISDA as at the Issue Date of the first Tranche of the Covered
Bonds (together, the ISDA Definitions) and under which:

(A) the Floating Rate Option is as specified in the applicable Final Terms;

(B) the Designated Maturity, if applicable is a period specified in the applicable Final
Terms;

© the relevant Reset Date is the day specified in the applicable Final Terms;
(D) if the Floating Rate Option is an Overnight Floating Rate Option, the Overnight Rate
Compounding Method is one of the following as specified in the applicable Final

Terms:

l. Compounding with Lookback;
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(i)

I1. Compounding with Observation Period Shift;
Ini. Compounding with Lockout; and

(E) if the Floating Rate Option is a Compounded Index Floating Rate Option, the Index
Method is Compounded Index Method with Observation Period Shift as specified in
the applicable Final Terms.

In connection with the Overnight Rate Compounding Method, references in the ISDA
Definitions to numbers or other items specified in the relevant confirmation shall be deemed
to be references to the numbers or other items specified for such purpose in the applicable
Final Terms.

For the purposes of this subparagraph (i), Floating Rate, Floating Rate Option, Designated
Maturity, Reset Date, Overnight Floating Rate Option, Overnight Rate Compounding
Method, Compounding with Lookback, Compounding with Observation Period Shift,
Compounding with Lockout, Averaging with Lookback, Averaging with Observation
Period Shift, Averaging with Lockout, Compounded Index Floating Rate Option, Index
Method and Compounded Index Method with Observation Period Shift have the
meanings given to those terms in the ISDA Definitions.

Unless otherwise stated in the applicable Final Terms the Minimum Rate of Interest shall be
deemed to be zero.

Screen Rate Determination for Floating Rate Covered Bonds not referencing Compounded
Daily SONIA or Compounded Daily SOFR

Where Screen Rate Determination is specified in the applicable Final Terms as the manner in
which the Rate of Interest is to be determined, the Rate of Interest for each Interest Period
will, subject as provided below, be either:

(A) the offered quotation; or

(B) the arithmetic mean (rounded if necessary to the fifth decimal place, with 0.000005
being rounded upwards) of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate which appears or appear,
as the case may be, on the Relevant Screen Page (or such replacement page on that service
which displays the information) as at 11.00 a.m. (Brussels time, in the case of EURIBOR) on
the Interest Determination Date in question plus or minus (as indicated in the applicable Final
Terms) the Margin (if any), all as determined by the Fiscal Agent or the Calculation Agent, as
applicable. If five or more of such offered quotations are available on the Relevant Screen
Page, the highest (or, if there is more than one such highest quotation, one only of such
guotations) and the lowest (or, if there is more than one such lowest quotation, one only of
such quotations) shall be disregarded by the Fiscal Agent or Calculation Agent, as applicable,
for the purpose of determining the arithmetic mean (rounded as provided above) of such
offered quotations.

If the Relevant Screen Page is not available or if, in the case of (A) above, no offered quotation
appears or, in the case of (B) above, fewer than three offered quotations appear, in each case
asat 11.00 a.m. (Brussels time, in the case of EURIBOR), the Issuer shall request each of the
Reference Banks to provide the Fiscal Agent or the Calculation Agent, as applicable, with its
offered quotation (expressed as a percentage rate per annum) for the Reference Rate at
approximately at 11.00 a.m. (Brussels time, in the case of EURIBOR) on the Interest
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Determination Date in question. If two or more of the Reference Banks provide the Fiscal
Agent or Calculation Agent, as applicable, with offered quotations, the Rate of Interest for the
Interest Period shall be the arithmetic mean (rounded if necessary to the fifth decimal place
with 0.000005 being rounded upwards) of the offered quotations plus or minus (as
appropriate) the Margin (if any), all as determined by the Fiscal Agent or Calculation Agent,
as applicable.

If on any Interest Determination Date one only or none of the Reference Banks provides the
Fiscal Agent or Calculation Agent, as applicable, at the request of the Issuer, with an offered
quotation as provided in the preceding paragraph, the Rate of Interest for the relevant Interest
Period shall be the rate per annum which the Fiscal Agent or Calculation Agent, as applicable,
determines as being the arithmetic mean (rounded if necessary to the fifth decimal place, with
0.000005 being rounded upwards) of the rates, as communicated to the Fiscal Agent or
Calculation Agent, as applicable, at the request of the Issuer, by the Reference Banks or any
two or more of them, at which such banks were offered, at approximately 11.00 a.m. (Brussels
time, in the case of EURIBOR) on the relevant Interest Determination Date, deposits in the
Specified Currency for a period equal to that which would have been used for the Reference
Rate by leading banks in the Euro-zone inter-bank market (if the Reference Rate is EURIBOR)
plus or minus (as appropriate) the Margin (if any) or, if fewer than two of the Reference Banks
provide the Fiscal Agent or Calculation Agent, as applicable, at the request of the Issuer, with
offered rates, the offered rate for deposits in the Specified Currency for a period equal to that
which would have been used for the Reference Rate, or the arithmetic mean (rounded as
provided above) of the offered rates for deposits in the Specified Currency for a period equal
to that which would have been used for the Reference Rate, at which, at approximately 11.00
a.m. (Brussels time, in the case of EURIBOR) on the relevant Interest Determination Date,
any one or more banks (which bank or banks is or are in the opinion of the Issuer suitable for
the purpose) informs the Fiscal Agent or Calculation Agent, as applicable, at the request of
the Issuer, it is quoting to leading banks in the Euro-zone inter-bank market (if the Reference
Rate is EURIBOR) plus or minus (as appropriate) the Margin (if any), provided that, if the
Rate of Interest cannot be determined in accordance with the foregoing provisions of this
paragraph, the Rate of Interest shall be determined as at the last preceding Interest
Determination Date (though substituting, where a different Margin is to be applied to the
relevant Interest Period from that which applied to the last preceding Interest Period, the
Margin relating to the relevant Interest Period in place of the Margin relating to that last
preceding Interest Period).

In the case of Floating Rate Covered Bonds which are CSD Covered Bonds:

I If the Relevant Screen Page is not available or if, in the case of (A) above, no offered
quotation appears or, in the case of (B) above, fewer than three offered quotations
appear, in each case as at the Specified Time, the CSD Agent shall request each of the
Reference Banks to provide the CSD Agent with its offered quotation (expressed as a
percentage rate per annum) for the Reference Rate at approximately the Specified
Time on the Interest Determination Date in question. If two or more of the Reference
Banks provide the CSD Agent with offered quotations, the Rate of Interest for the
Interest Period shall be the arithmetic mean (rounded if necessary to the fifth decimal
place with 0.000005 being rounded upwards) of the offered quotations plus or minus
(as appropriate) the Margin (if any), all as determined by the CSD Agent, as
applicable, in consultation with the Issuer.

Il. If on any Interest Determination Date one only or none of the Reference Banks
provides the CSD Agent with an offered quotation as provided in the preceding
paragraph, the Rate of Interest for the relevant Interest Period shall be the rate per
annum which the CSD Agent determines as being the arithmetic mean (rounded if
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(i)

necessary to the fifth decimal place, with 0.000005 being rounded upwards) of the
rates, as communicated to (and at the request of) the CSD Agent by the Reference
Banks or any two or more of them, at which such banks were offered, at approximately
the Specified Time on the relevant Interest Determination Date, deposits in the
Specified Currency for a period equal to that which would have been used for the
Reference Rate by leading banks in the Euro-zone inter-bank market (if the Reference
Rate is EURIBOR) plus or minus (as appropriate) the Margin (if any) or, if fewer than
two of the Reference Banks provide the CSD Agent with offered rates, the offered
rate for deposits in the Specified Currency for a period equal to that which would have
been used for the Reference Rate, or the arithmetic mean (rounded as provided above)
of the offered rates for deposits in the Specified Currency for a period equal to that
which would have been used for the Reference Rate, at which, at approximately the
Specified Time on the relevant Interest Determination Date, any one or more banks
(which bank or banks is or are in the opinion of the Issuer suitable for the purpose)
informs the CSD Agent it is quoting to leading banks in the Euro-zone inter-bank
market (if the Reference Rate is EURIBOR) plus or minus (as appropriate) the Margin
(if any), provided that, if the Rate of Interest cannot be determined in accordance with
the foregoing provisions of this paragraph, the Rate of Interest shall be determined as
at the last preceding Interest Determination Date (though substituting, where a
different Margin is to be applied to the relevant Interest Period from that which
applied to the last preceding Interest Period, the Margin relating to the relevant
Interest Period in place of the Margin relating to that last preceding Interest Period).

If the Reference Rate from time to time in respect of Floating Rate Covered Bonds is specified
in the applicable Final Terms as being other than EURIBOR, the Rate of Interest in respect of
such Covered Bonds will be determined as provided in the applicable Final Terms.

As used herein, Reference Banks means, in the case of a determination of EURIBOR, the
principal Euro-zone office of four major banks in the Euro-zone inter-bank market, as selected
by the Issuer;

Screen Rate Determination for Floating Rate Covered Bonds referencing Compounded Daily
SONIA

(A) Where Screen Rate Determination is specified in the applicable Final Terms as the
manner in which the Rate of Interest is to be determined and the Reference Rate is
specified as being Compounded Daily SONIA, the Rate of Interest with respect to
each Interest Period will, subject as provided below, be Compounded Daily SONIA
for such Interest Period plus or minus the Margin (if any) as specified in the applicable
Final Terms, all as determined and calculated by the Fiscal Agent or the Calculation
Agent or the CSD Agent, as applicable.

Compounded Daily SONIA means, with respect to an Interest Period,

I if Index Determination is specified as being applicable in the applicable Final
Terms, the rate determined by the Fiscal Agent or the Calculation Agent or
the CSD Agent, as applicable, on the relevant Interest Determination Date in
accordance with the following formula (and the resulting percentage will be
rounded, if necessary, to the fifth decimal place, with 0.000005 being rounded
upwards):

(SONIA Compounded Index , ) 365
SONIA Compounded Index

d
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where:

SONIA Compounded Indexy is the SONIA Compounded Index value for
the day falling p London Banking Days prior to the first day of the relevant
Interest Period;

SONIA Compounded Indexy is the SONIA Compounded Index for the day
falling p London Banking Days prior to the Interest Payment Date for the
relevant Interest Period or such other date on which the relevant payment of
interest falls due (but which by its definition or the operation of the relevant
provisions is excluded from such Interest Period);

d is the number of calendar days in the relevant SONIA Observation Period;

provided that if the SONIA Compounded Index value required to determine
SONIA Compounded Indexx or SONIA Compounded Indexy does not appear
on the Bank of England's Interactive Statistical Database, or any successor
source on which the compounded daily SONIA rate is published by the Bank
of England (or any successor administrator of SONIA)), at the Specified Time
on the relevant London Banking Day (or by 5:00 p.m. London time or such
later time falling one hour after the customary or scheduled time for
publication of the SONIA Compounded Index in accordance with the then-
prevailing operational procedures of the administrator of the SONIA
Reference Rate or SONIA authorised distributors, as the case may be), then
Compounded Daily SONIA for such Interest Period and each subsequent
Interest Period shall be Compounded Daily SONIA determined in accordance
with paragraph 1l below and for these purposes the "Observation Method"
shall be deemed to be "Shift"; or

if either (x) Index Determination is specified as being not applicable in the
applicable Final Terms, or (y) this Condition 6.2(b)(iii)(A)Il applies to such
Interest Period pursuant to the proviso in Condition 6.2(b)(iii)(A)l above, the
rate determined by the Fiscal Agent or the Calculation Agent or the CSD
Agent, as applicable, on the relevant Interest Determination Date in
accordance with the following formula (and the resulting percentage will be
rounded, if necessary, to the fifth decimal place, with 0.000005 being rounded
upwards):

[H‘-io (1 + SONIA;= pLBDxnl) 1] 365

=1 365
where:

d is the number of calendar days in (where in the applicable Final Terms
"Lag" is specified as the Observation Method) the relevant Interest Period or
(where in the applicable Final Terms "Shift" is specified as the Observation
Method) the SONIA Observation Period,;

do is the number of London Banking Days in (where in the applicable Final
Terms "Lag" is specified as the Observation Method) the relevant Interest
Period or (where in the applicable Final Terms "Shift" is specified as the
Observation Method) the SONIA Observation Period;
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(B)

(©)

i is a series of whole numbers from one to d,, each representing the relevant
London Banking Day in chronological order from, and including, the first
London Banking Day in (where in the applicable Final Terms "Lag" is
specified as the Observation Method) the relevant Interest Period or (where
in the applicable Final Terms "Shift" is specified as the Observation Method)
the relevant SONIA Observation Period,;

n;, for any London Banking Day i, is the number of calendar days from (and
including) such London Banking Day i up to (but excluding) the following
London Banking Day;

SONIA.pLep means:

(@) where in the applicable Final Terms "Lag" is specified as the
Observation Method, in respect of any London Banking Day i falling
in the relevant Interest Period, the SONIA Reference Rate for the
London Banking Day falling p London Banking Days prior to such
London Banking Day i; or

(b) where in the applicable Final Terms "Shift" is specified as the
Observation Method, SONIA;,ep shall be replaced in the above
formula with SONIA;, where SONIA; means, in respect of any
London Banking Day i falling in the relevant SONIA Observation
Period, the SONIA Reference Rate for such London Banking Day i.

In the event that Compounded Daily SONIA for any Interest Period cannot be
determined by the Fiscal Agent or the Calculation Agent or the CSD Agent, as
applicable, in accordance with the foregoing provisions, the Rate of Interest shall be:

determined as at the last preceding Interest Determination Date (though
substituting, where a different Margin, Maximum Rate of Interest and/or the
Minimum Rate of Interest is to be applied to the relevant Interest Period from
that which applied to the last preceding Interest Period, the Margin, the
Maximum Rate of Interest and/or Minimum Rate of Interest (as the case may
be) relating to the relevant Interest Period, in place of the Margin, Maximum
Rate of Interest and/or Minimum Rate of Interest (as applicable) relating to
that last preceding Interest Period); or

if there is no such preceding Interest Determination Date, the initial Rate of
Interest which would have been applicable to such Series of Covered Bonds
for the first scheduled Interest Period had the Covered Bonds been in issue
for a period equal in duration to the first scheduled Interest Period but ending
on (and excluding) the Interest Commencement Date (and applying the
Margin and, if applicable, any Maximum Rate of Interest and/or Minimum
Rate of Interest, applicable to the first scheduled Interest Period).

For the purposes of this Condition 6.2(b)(iii):

London Banking Day or LBD means any day on which commercial banks are open
for general business (including dealing in foreign exchange and foreign currency
deposits) in London;

Observation Look-Back Period means the period specified as such in the applicable
Final Terms;
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p means the number of London Banking Days included in the Observation Look-Back
Period, as specified in the applicable Final Terms;

SONIA has the meaning given to such term in the definition of SONIA Reference
Rate,

SONIA Compounded Index means, in respect of any London Banking Day, the
compounded daily SONIA rate as published by the Bank of England (or a successor
administrator of SONIA) as such rate appears on the Bank of England's Interactive
Statistical Database (or any successor source on which the compounded daily SONIA
rate is published by the Bank of England (or such successor administrator)), at the
Specified Time on such London Banking Day;

SONIA Observation Period means, in respect of any Interest Period, the period from
(and including) the date falling p London Banking Days prior to the first day of such
Interest Period to (but excluding) the date falling p London Banking Days prior to the
Interest Payment Date for such Interest Period or such other date on which the relevant
payment of interest falls due (but which by its definition or the operation of the
relevant provisions is excluded from such Interest Period);

SONIA Reference Rate means, in respect of any London Banking Day, the daily
Sterling Overnight Index Average (SONIA) rate for such London Banking Day as
provided by the Bank of England (or a successor administrator of SONIA) to
authorised distributors (the SONIA authorised distributors) and as then published on
the Relevant Screen Page (or, if the Relevant Screen Page is unavailable, as otherwise
published by the SONIA authorised distributors) on the London Banking Day
immediately following such London Banking Day, provided that if, in respect of any
London Banking Day, the applicable SONIA Reference Rate is not made available on
the Relevant Screen Page (or has not otherwise been published by the SONIA
authorised distributors) by 5.00 p.m., London time, then (unless the Fiscal Agent or
the Calculation Agent or the CSD Agent, as applicable, has been notified of any
Successor Rate or Alternative Rate (and any related Adjustment Spread and/or
Benchmark Amendments) pursuant to Condition 6.3 below, if applicable) the SONIA
Reference Rate in respect of such London Banking Day shall be:

I the sum of (i) the Bank of England's Bank Rate (the Bank Rate) prevailing
at 5.00p.m. London time (or, if earlier, close of business) on such London
Banking Day; and (ii) the mean of the spread of the SONIA Reference Rate
to the Bank Rate over the previous five London Banking Days on which a
SONIA Reference Rate has been published, excluding the highest spread (or,
if there is more than one highest spread, one only of those highest spreads)
and the lowest spread (or, if there is more than one lowest spread, one only of
those lowest spreads); or

Il. if the Bank Rate described in sub-clause (I above) is not available at such time
on such London Banking Day, the SONIA Reference Rate published on the
Relevant Screen Page (or as otherwise published by the SONIA authorised
distributors) for the first preceding London Banking Day on which the
SONIA Reference Rate was published on the Relevant Screen Page (or
otherwise published by the SONIA authorised distributors); and

Specified Time means 10:00a.m., London time, or such other time as is specified in
the applicable Final Terms.
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(iv) Screen Rate Determination for Floating Rate Covered Bonds referencing Compounded Daily

SOFR

(A)

Where Screen Rate Determination is specified in the applicable Final Terms as the
manner in which the Rate of Interest is to be determined and the Reference Rate is
specified as being Compounded Daily SOFR, the Rate of Interest for each Interest
Period will, subject as provided below, be Compounded Daily SOFR for such Interest
Period plus or minus (as specified in the applicable Final Terms) the Margin (if any),
all as determined and calculated by the Fiscal Agent or the Calculation Agent or the
CSD Agent, as applicable.

Compounded Daily SOFR means, with respect to an Interest Period,

if Index Determination is specified as being applicable in the applicable Final
Terms, the rate determined by the Fiscal Agent or the Calculation Agent or
the CSD Agent, as applicable, on the relevant Interest Determination Date in
accordance with the following formula (and the resulting percentage will be
rounded, if necessary, to the fifth decimal place, with 0.000005 being rounded
upwards):

(SOFR Indexgng 1) v (ﬂ)
SOFR Indexstart d
where:

SOFR Indexswart is the SOFR Index value for the day falling p U.S.
Government Securities Business Days prior to the first day of the relevant
Interest Period;

SOFR Indexgng is the SOFR Index value for the day falling p U.S.
Government Securities Business Days prior to the Interest Payment Date for
the relevant Interest Period or such other date on which the relevant payment
of interest falls due (but which by its definition or the operation of the relevant
provisions is excluded from such Interest Period); and

d is the number of calendar days in the relevant SOFR Observation Period;

provided that, if the SOFR Index value required to determine SOFR IndeXstart
or SOFR IndexEnd does not appear on the SOFR Administrator's Website at
the Specified Time on the relevant U.S. Government Securities Business Day
(or by 3:00 pm New York City time on the immediately following US
Government Securities Business Day or such later time falling one hour after
the customary or scheduled time for publication of the SOFR Index value in
accordance with the then-prevailing operational procedures of the
administrator of SOFR Index), "Compounded Daily SOFR" for such Interest
Period and each Interest Period thereafter will be determined in accordance
with Condition 6.2(b)(iv)(A)Il below; or

if either (x) Index Determination is specified as being not applicable in the
applicable Final Terms, or (y) this Condition 6.2(b)(iv)(A)Il below applies to
such Interest Period pursuant to the proviso in Condition 6.2(b)(iv)(A)I
above, the rate determined by the Fiscal Agent or the Calculation Agent or
the CSD Agent, as applicable, on the relevant Interest Determination Date in
accordance with the following formula (and the resulting percentage will be
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(B)

rounded, if necessary, to the fifth decimal place, with 0.000005 being rounded
upwards):

[Ht-io (1 + SOFRixni) _ 1] X 365

=1 360 a4
where:
d is the number of calendar days in the relevant SOFR Observation Period;

do is the number of U.S. Government Securities Business Days in the relevant
SOFR Observation Period;

i is a series of whole numbers from one to "do", each representing the relevant
U.S. Government Securities Business Days in chronological order from, and
including, the first U.S. Government Securities Business Day in the relevant
SOFR Observation Period;

n;, for any U.S. Government Securities Business Day "i", in the relevant
SOFR Observation Period, is the number of calendar days from (and
including) such U.S. Government Securities Business Day "i" up to (but
excluding) the following U.S. Government Securities Business Day (“i+1");
and

SOFRi means, in respect of any U.S. Government Securities Business Day
"i" falling in the relevant SOFR Observation Period, the SOFR Reference
Rate for such U.S. Government Securities Business Day.

If the SOFR Benchmark Replacement is at any time required to be used pursuant to
paragraph (3) of the definition of SOFR Reference Rate, then the Bank or the SOFR
Benchmark Replacement Agent, if any, will determine the SOFR Benchmark
Replacement in accordance with the definition thereof with respect to the then-current
SOFR Benchmark and, if the Bank or the SOFR Benchmark Replacement Agent has
so determined the SOFR Benchmark Replacement, then:

the Bank or the SOFR Benchmark Replacement Agent, as applicable, shall
also determine the method for determining the rate described in sub-
paragraph (a) of paragraph (1), (2) or (3) of the definition of SOFR
Benchmark Replacement, as applicable (including (i) the page, section or
other part of a particular information service on or source from which such
rate appears or is obtained (the Alternative Relevant Source), (ii) the time
at which such rate appears on, or is obtained from, the Alternative Relevant
Source (the Alternative Specified Time), (iii) the day on which such rate will
appear on, or is obtained from, the Relevant Source in respect of each U.S.
Government Securities Business Day (the Alternative Relevant Date), and
(iv) any alternative method for determining such rate if is unavailable at the
Alternative Specified Time on the applicable Alternative Relevant Date),
which method shall be consistent with industry-accepted practices for such
rate;

from (and including) the Affected Day, references to the Specified Time in

these Conditions shall be deemed to be references to the Alternative Specified
Time;
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(©)

1. if the Bank or the SOFR Benchmark Replacement Agent, as applicable,
determines that (i) changes to the definitions of Business Day, Business Day
Convention, Compounded Daily SOFR, Day Count Fraction, Interest
Determination Date, Interest Payment Date, Interest Period, Observation
Look-Back Period, SOFR Observation Period, SOFR Reference Rate or U.S.
Government Securities Business Day and/or (ii) any other technical changes
to any other provision in this Condition 6.2(b), are necessary in order to
implement the SOFR Benchmark Replacement (including any alternative
method described in sub-paragraph (iv) of paragraph | above as the SOFR
Benchmark in a manner substantially consistent with market practice (or, if
the Bank or the SOFR Benchmark Replacement Agent, as the case may be,
decides that adoption of any portion of such market practice is not
administratively feasible or if the Bank or the SOFR Benchmark Replacement
Agent, as the case may be, determines that no market practice for use of the
SOFR Benchmark Replacement exists, in such other manner as the Bank or
the SOFR Benchmark Replacement Agent, as the case may be, determines is
reasonably necessary), the Bank and the Fiscal Agent and/or the Calculation
Agent and/or the CSD Agent, as applicable, shall agree without any
requirement for the consent or approval of Covered Bondholders to the
necessary modifications to these Conditions and/or the Agency Agreement in
order to provide for the amendment of such definitions or other provisions to
reflect such changes; and

V. the Bank will give notice or will procure that notice is given as soon as
practicable to the Fiscal Agent and/or the Calculation Agent and/or the CSD
Agent, as applicable, and to the Covered Bondholders in accordance with
Condition 15, specifying the SOFR Benchmark Replacement, as well as the
details described in paragraph (A) above and the amendments implemented
pursuant to paragraph 111 above.

For the purposes of this Condition 6.2(b)(iv):

Corresponding Tenor means, with respect to a SOFR Benchmark Replacement, a
tenor (including overnight) having approximately the same length (disregarding any
applicable Business Day Convention) as the applicable tenor for the then-current
SOFR Benchmark;

ISDA Definitions means the 2021 ISDA Definitions published by ISDA or any
successor thereto, as amended or supplemented from time to time, or any successor
definitional booklet for interest rate derivatives published from time to time by ISDA,;

ISDA Fallback Adjustment means, with respect to any ISDA Fallback Rate, the
spread adjustment, which may be a positive or negative value or zero, that would be
applied to such ISDA Fallback Rate in the case of derivative transactions referencing
the ISDA Definitions that will be effective upon the occurrence of an index cessation
event with respect to the then-current SOFR Benchmark for the applicable tenor;

ISDA Fallback Rate means, with respect to the then-current SOFR Benchmark, the
rate that would apply for derivative transactions referencing the ISDA Definitions that
will be effective upon the occurrence of an index cessation date with respect to the
then-current SOFR Benchmark for the applicable tenor excluding the applicable
ISDA Fallback Adjustment;
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Observation Look-Back Period means the period specified as such in the applicable
Final Terms;

p means the number of U.S. Government Securities Business Days included in the
Observation Look-Back Period, as specified in the applicable Final Terms;

Relevant Governmental Body means the Board of Governors of the Federal Reserve
System and/or the Federal Reserve Bank of New York, or a committee officially
endorsed or convened by the Board of Governors of the Federal Reserve System
and/or the Federal Reserve Bank of New York or any successor thereto;

SOFR means, in respect of any U.S. Government Securities Business Day, the daily
secured overnight financing rate for such U.S. Government Securities Business Day
as provided by the Federal Reserve Bank of New York, as the administrator of such
rate (or any successor administrator of such rate);

SOFR Administrator means the Federal Reserve Bank of New York (or a successor
administrator of the daily Secured Overnight Financing Rate or the SOFR Index, as
applicable);

SOFR Administrator's Website means the website of the Federal Reserve Bank of
New York, or any successor source;

SOFR Benchmark means SOFR, provided that if a SOFR Benchmark Transition
Event and its related SOFR Benchmark Replacement Date have occurred with respect
to SOFR or such other then-current SOFR Benchmark, then "SOFR Benchmark"
means the applicable SOFR Benchmark Replacement;

SOFR Benchmark Replacement means, with respect to the then-current SOFR
Benchmark, the first alternative set forth in the order presented below that can be
determined by the Bank or the SOFR Benchmark Replacement Agent, if any, as of
the SOFR Benchmark Replacement Date with respect to the then-current SOFR
Benchmark:

@ the sum of: (a) the alternate rate of interest that has been selected or
recommended by the Relevant Governmental Body as the replacement for the
then-current SOFR Benchmark for the applicable Corresponding Tenor and
(b) the SOFR Benchmark Replacement Adjustment; or

2 the sum of (a) the ISDA Fallback Rate and (b) the SOFR Benchmark
Replacement Adjustment;

3 the sum of: (a) the alternate rate of interest that has been selected by the Bank
or the SOFR Benchmark Replacement Agent, if any, as the replacement for
the then-current Benchmark for the applicable Corresponding Tenor and (b)
the SOFR Benchmark Replacement Adjustment, provided that, (i) if the Bank
or the SOFR Benchmark Replacement Agent, as the case may be, determines
that there is an industry-accepted replacement rate of interest for the then-
current Benchmark for U.S. dollar-denominated floating rate covered bonds
at such time, it shall select such industry-accepted rate, and (ii) otherwise, it
shall select such rate of interest that it has determined is most comparable to
the then-current Benchmark, and the SOFR Benchmark Replacement
Adjustment;
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SOFR Benchmark Replacement Adjustment means, with respect to any
Benchmark Replacement, the first alternative set forth in the order below that can be
determined by the Bank or the SOFR Benchmark Replacement Agent, if any, as of
the SOFR Benchmark Replacement Date with respect to the then-current Benchmark:

@ the spread adjustment, or method for calculating or determining such spread
adjustment, which may be a positive or negative value or zero, that has been
selected or recommended by the Relevant Governmental Body for the
applicable Unadjusted Benchmark Replacement;

(2 if the applicable Unadjusted Benchmark Replacement is equivalent to the
ISDA Fallback Rate, the ISDA Fallback Adjustment;

3 the spread adjustment, which may be a positive or negative value or zero, that
has been selected by the Bank or the SOFR Benchmark Replacement Agent,
if any, to be applied to the applicable Unadjusted SOFR Benchmark
Replacement in order to reduce or eliminate, to the extent reasonably
practicable under the circumstances, any economic prejudice or benefit (as
applicable) to Covered Bondholders as a result of the replacement of the then-
current SOFR Benchmark with such Unadjusted SOFR Benchmark
Replacement for the purposes of determining the SOFR Reference Rate,
which spread adjustment shall be consistent with any industry-accepted
spread adjustment, or method for calculating or determining such spread
adjustment, applied to such Unadjusted SOFR Benchmark Replacement
where it has replaced the then-current SOFR Benchmark for U.S. dollar
denominated floating rate covered bonds at such time;

SOFR Benchmark Replacement Agent means any person that has been appointed
by the Bank to make the calculations and determinations to be made by the SOFR
Benchmark Replacement Agent described in this Condition 6.2(b)(iv) that may be
made by either the SOFR Benchmark Replacement Agent or the Bank, so long as such
person is a leading bank or other financial institution or a person with appropriate
expertise, in each case that is experienced in such calculations and determinations (for
the avoidance of doubt, the SOFR Benchmark Replacement Agent shall not be the
Fiscal Agent or the Calculation Agent unless such Fiscal Agent or Calculation Agent
has accepted such appointment in writing);

SOFR Benchmark Replacement Date means, with respect to the then-current SOFR
Benchmark, the earliest to occur of the following events with respect thereto:

@ in the case of sub-paragraph (1) or (2) of the definition of SOFR Benchmark
Transition Event, the later of (a) the date of the public statement or publication
of information referenced therein and (b) the date on which the administrator
of the SOFR Benchmark permanently or indefinitely ceases to provide the
SOFR Benchmark; or

2 in the case of sub-paragraph (3) of the definition of SOFR Benchmark
Transition Event, the date of the public statement or publication of
information referenced therein.

If the event giving rise to the SOFR Benchmark Replacement Date occurs on the same
day as, but earlier than, the Specified Time in respect of any determination, the SOFR
Benchmark Replacement Date will be deemed to have occurred prior to the Specified
Time for such determination;
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SOFR Benchmark Transition Event means, with respect to the then-current SOFR
Benchmark, the occurrence of one or more of the following events with respect
thereto:

(1) a public statement or publication of information by or on behalf of the
administrator of the SOFR Benchmark announcing that such administrator
has ceased or will cease to provide the SOFR Benchmark, permanently or
indefinitely, provided that, at the time of such statement or publication, there
iS no successor administrator that will continue to provide the SOFR
Benchmark;

2 a public statement or publication of information by the regulatory supervisor
for the administrator of the SOFR Benchmark, the central bank for the
currency of the SOFR Benchmark, an insolvency official with jurisdiction
over the administrator for the SOFR Benchmark, a resolution authority with
jurisdiction over the administrator for the SOFR Benchmark or a court or an
entity with similar insolvency or resolution authority over the administrator
for the SOFR Benchmark, which states that the administrator of the SOFR
Benchmark has ceased or will cease to provide the SOFR Benchmark
permanently or indefinitely, provided that, at the time of such statement or
publication, there is no successor administrator that will continue to provide
the SOFR Benchmark; or

3 a public statement or publication of information by the regulatory supervisor
for the administrator of the SOFR Benchmark announcing that the SOFR
Benchmark is no longer representative;

SOFR Index means, in respect of any U.S. Government Securities Business Day, the
compounded daily SOFR rate as published by the Federal Reserve Bank of New York,
as the administrator of such rate (or any successor administrator of such rate) as such
rate appears on the SOFR Administrator's Website at the Specified Time on such U.S.
Government Securities Business Day;

SOFR Observation Period means, in respect of any Interest Period, the period from
(and including) the date falling "p" U.S. Government Securities Business Days prior
to the first day of such Interest Period to (but excluding) the date falling p U.S.
Government Securities Business Days prior to the Interest Payment Date for such
Interest Period or such other date on which the relevant payment of interest falls due
(but which by its definition or the operation of the relevant provisions is excluded
from such Interest Period); and

SOFR Reference Rate means, in respect of any U.S. Government Securities Business
Day:

@ a rate equal to SOFR for such U.S. Government Securities Business Day
appearing on the SOFR Administrator's Website on or about the Specified
Time on the U.S. Government Securities Business Day immediately
following such U.S. Government Securities Business Day; or

2 if SOFR in respect of such U.S. Government Securities Business Day does
not appear as specified in paragraph (1) above, unless the Bank or the SOFR
Benchmark Replacement Agent, if any, determines that a SOFR Benchmark
Transition Event and its related SOFR Benchmark Replacement Date have
occurred with respect to SOFR on or prior to the Specified Time on the U.S.
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Government Securities Business Day immediately following such U.S.
Government Securities Business Day, SOFR in respect of the last U.S.
Government Securities Business Day for which such rate was published on
the SOFR Administrator's Website; or

3) if the Bank or SOFR Benchmark Replacement Agent, if any, determines that
a SOFR Benchmark Transition Event and its related SOFR Benchmark
Replacement Date have occurred with respect to the then-current SOFR
Benchmark on or prior to the Specified Time on the U.S. Government
Securities Business Day immediately following such U.S. Government
Securities Business Day (or, if the then-current SOFR Benchmark is not
SOFR, on or prior to the Specified Time on the Alternative Relevant Date),
then (subject to the subsequent operation of this paragraph (3)) from (and
including) the U.S. Government Securities Business Day immediately
following such U.S. Government Securities Business Day (or the Alternative
Relevant Date, as applicable) (the Affected Day), SOFR Reference Rate shall
mean, in respect of any U.S. Government Securities Business Day, the
applicable SOFR Benchmark Replacement for such U.S. Government
Securities Business Day appearing on, or obtained from, the Alternative
Relevant Source at the Alternative Specified Time on the Alternative
Relevant Date;

Specified Time means 3:00 p.m., New York City time or such other time as is
specified in the applicable Final Terms;

Unadjusted SOFR Benchmark Replacement means the SOFR Benchmark
Replacement excluding the SOFR Benchmark Replacement Adjustment; and

U.S. Government Securities Business Day means any day, (other than a Saturday or
Sunday) that is not a day on which the Securities Industry and Financial Markets
Association or any successor organisation recommends that the fixed income
departments of its members be closed for the entire day for purposes of trading in U.S.
government securities.

Notwithstanding the other provisions of this Condition 6.2(b), in the event the SOFR
Benchmark Replacement Agent determines it appropriate, in its sole discretion, to
consult with an Independent Adviser in connection with any determination to be made
by the SOFR Benchmark Replacement Agent pursuant to this Condition 6.2(b), the
Bank shall use its reasonable endeavours to appoint an Independent Adviser, as soon
as reasonably practicable, for the purposes of any such consultation.

An Independent Adviser appointed pursuant to this Condition 6.2(b) shall act in good
faith in a commercially reasonable manner but shall have no relationship of agency or
trust with the Covered Bondholders and (in the absence of fraud) shall have no
liability whatsoever to the SOFR Benchmark Replacement Agent or the Covered
Bondholders or the Couponholders for any determination made by it or for any advice
given to the SOFR Benchmark Replacement Agent in connection with any
determination made by the SOFR Benchmark Replacement Agent pursuant to this
Condition 6.2(b)(iv) or otherwise in connection with the Covered Bonds.

If the SOFR Benchmark Replacement Agent consults with an Independent Adviser as
to the occurrence of any SOFR Benchmark Transition Event and/or the related SOFR
Benchmark Replacement Date, a written determination of that Independent Adviser
in respect thereof shall be conclusive and binding on all parties, save in the case of
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manifest error, and (in the absence of fraud) the SOFR Benchmark Replacement
Agent shall have no liability whatsoever to any Covered Bondholders or
Couponholders in respect of anything done, or omitted to be done, in relation to that
matter in accordance with any such written determination or otherwise in connection
with the Covered Bonds.

Any determination, decision or election that may be made by the Bank or the SOFR
Benchmark Replacement Agent, if any, pursuant to this Condition 6.2(b)(iv),
including any determination with respect to a tenor, rate or adjustment or of the
occurrence or non-occurrence of an event (including any determination that a SOFR
Benchmark Transition Event and its related SOFR Benchmark Replacement Date
have occurred with respect to the then-current SOFR Benchmark), circumstance or
date and any decision to take or refrain from taking any action or any selection, will
be made in the sole discretion of the Bank or the SOFR Benchmark Replacement
Agent, as the case may be, acting in good faith and in a commercially reasonable
manner.

In no event shall the Fiscal Agent or the Calculation Agent, unless it is appointed as the SOFR
Benchmark Replacement Agent, be responsible for determining a SOFR Benchmark
Transition Event, SOFR Benchmark Replacement, any substitute for SOFR, or for making
any adjustments to any alternative benchmark or spread thereon or for calculating any such
substitute or successor benchmark to SOFR. In connection with and in the circumstances
referred to in the foregoing, the Fiscal Agent and the Calculation Agent will be entitled to
conclusively rely on any determinations made by the Bank, the SOFR Benchmark
Replacement Agent or the Independent Adviser (as applicable) and will have no liability for
such actions taken at the direction of, or determinations made by, the Bank, the SOFR
Benchmark Replacement Agent or the Independent Adviser (as applicable).

In this Condition 6.2(b) Independent Adviser means an independent financial institution of
international repute or other independent adviser of recognised standing with appropriate expertise
appointed by the Bank at its own expense.

Minimum Rate of Interest and/or Maximum Rate of Interest

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest Period, then, in the
event that the Rate of Interest in respect of such Interest Period determined in accordance with the
provisions of paragraph (b) above is less than such Minimum Rate of Interest, the Rate of Interest for
such Interest Period shall be such Minimum Rate of Interest.

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest Period, then, in
the event that the Rate of Interest in respect of such Interest Period determined in accordance with the
provisions of paragraph (b) above is greater than such Maximum Rate of Interest, the Rate of Interest
for such Interest Period shall be such Maximum Rate of Interest.

Determination of Rate of Interest and calculation of Interest Amounts

The Fiscal Agent or the Calculation Agent or the CSD Agent, in the case of Floating Rate Covered
Bonds other than CSD Covered Bonds, and the Calculation Agent, in the case of Floating Rate
Covered Bonds which are CSD Covered Bonds, will at or as soon as practicable after each time at
which the Rate of Interest is to be determined, determine the Rate of Interest for the relevant Interest
Period.

The Fiscal Agent or the Calculation Agent or the CSD Agent (in the case of Covered Bonds other than
CSD Covered Bonds) and the Calculation Agent (in the case of CSD Covered Bonds) will calculate
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the amount of interest (the Interest Amount) payable on the Floating Rate Covered Bonds for the
relevant Interest Period by applying the Rate of Interest to:

(M in the case of Floating Rate Covered Bonds which are represented by (i) a Global Covered
Bond or a CSD Covered Bond or (ii) Registered Covered Bonds in definitive form, the
aggregate outstanding nominal amount of the Covered Bonds of (A) the Covered Bonds
represented by such Global Covered Bond or a CSD Covered Bond or (B) such Registered
Covered Bonds; or

(i) in the case of Floating Rate Covered Bonds which are Bearer Covered Bonds in definitive
form, the Calculation Amount,

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the
resultant figure to the nearest sub-unit of the relevant Specified Currency, half of any such sub-unit
being rounded upwards or otherwise in accordance with applicable market convention. Where the
Specified Denomination of a Floating Rate Covered Bond which is a Bearer Covered Bond in
definitive form is a multiple of the Calculation Amount, the Interest Amount payable in respect of
such Covered Bond shall be the product of the amount (determined in the manner provided above) for
the Calculation Amount and the amount by which the Calculation Amount is multiplied to reach the
Specified Denomination without any further rounding. Day Count Fraction means, in respect of the
calculation of an amount of interest in accordance with this Condition 6.2:

(A) if "Actual/Actual (ISDA)" or "Actual/Actual™ is specified in the applicable Final Terms, the
actual number of days in the Interest Period divided by 365 (or, if any portion of that Interest
Period falls in a leap year, the sum of (I) the actual number of days in that portion of the
Interest Period falling in a leap year divided by 366 and (1) the actual number of days in that
portion of the Interest Period falling in a non-leap year divided by 365);

(B) if "Actual/365 (Fixed)" is specified in the applicable Final Terms, the actual number of days
in the Interest Period divided by 365;

© if "Actual/365 (Sterling)" is specified in the applicable Final Terms, the actual number of days
in the Interest Period divided by 365 or, in the case of an Interest Payment Date falling in a
leap year, 366;

(D) if "Actual/360" is specified in the applicable Final Terms, the actual number of days in the
Interest Period divided by 360;

(E) if "30/360", "360/360" or "Bond Basis" is specified in the applicable Final Terms, the number
of days in the Interest Period divided by 360, calculated on a formula basis as follows:

[360 x (Y,—Y)]+[30 x (M;—M)]+ (D, — Dq)
360

Day Count Fraction =

where:
Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y. is the year, expressed as a number, in which the day immediately following the last day of
the Interest Period falls;

M is the calendar month, expressed as a number, in which the first day of the Interest Period
falls;
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M is the calendar month, expressed as a number, in which the day immediately following the
last day of the Interest Period falls;

D; is the first calendar day, expressed as a number, of the Interest Period, unless such number
is 31, in which case D, will be 30; and

D is the calendar day, expressed as a number, immediately following the last day included in
the Interest Period, unless such number would be 31 and D; is greater than 29, in which case
D, will be 30;

if "30E/360" or "Eurobond Basis" is specified in the applicable Final Terms, the number of
days in the Interest Period divided by 360, calculated on a formula basis as follows:

[360 X (Y2—Y3)] +[30 X (M3—M;)] + (D>— D)
360

Day Count Fraction =

where:
Y is the year, expressed as a number, in which the first day of the Interest Period falls;

Y. is the year, expressed as a number, in which the day immediately following the last day of
the Interest Period falls;

M is the calendar month, expressed as a number, in which the first day of the Interest Period
falls;

My is the calendar month, expressed as a number, in which the day immediately following the
last day of the Interest Period falls;

D; is the first calendar day, expressed as a number, of the Interest Period, unless such number
would be 31, in which case D; will be 30; and

D is the calendar day, expressed as a number, immediately following the last day included in
the Interest Period, unless such number would be 31, in which case D, will be 30;

if "30E/360 (ISDA)" is specified in the applicable Final Terms, the number of days in the
Interest Period divided by 360, calculated on a formula basis as follows:

[360 x (Y,=Y)] +[30 x (M;—M4)] + (D,— Dq)

Day Count Fraction =
360

where:
Y1 is the year, expressed as a number, in which the first day of the Interest Period falls;

Y. is the year, expressed as a number, in which the day immediately following the last day of
the Interest Period falls;

M is the calendar month, expressed as a number, in which the first day of the Interest Period
falls;

M is the calendar month, expressed as a number, in which the day immediately following the
last day of the Interest Period falls;

D; is the first calendar day, expressed as a number, of the Interest Period, unless (i) that day
is the last day of February or (ii) such number would be 31, in which case D1 will be 30; and
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6.3

D; is the calendar day, expressed as a number, immediately following the last day included in
the Interest Period, unless (i) that day is the last day of February but not the Maturity Date or
(i) such number would be 31, in which case D will be 30.

Maximum Interest Amounts

If the applicable Final Terms specifies a Maximum Interest Amount for any Interest Period, then, in
the event that the Interest Amount in respect of such Interest Period determined in accordance with the
provisions of paragraph (d) above is greater than such Maximum Interest Amount, the Interest Amount
for such Interest Period shall be such Maximum Interest Amount.

Notification of Rate of Interest and Interest Amounts

The Fiscal Agent or the Calculation Agent or the CSD Agent or, where the relevant Floating Rate
Covered Bonds are CSD Covered Bonds, the Calculation Agent will cause the Rate of Interest and
each Interest Amount for each Interest Period and the relevant Interest Payment Date to be notified to
the Issuer and any stock exchange on which the relevant Floating Rate Covered Bonds are for the time
being listed (by no later than the first day of each Interest Period (or, where the relevant Floating Rate
Covered Bonds are not CSD Covered Bonds and the Calculation Agent is other than the Fiscal Agent,
as soon as reasonably practicable after the Calculation Agent has notified the Fiscal Agent of such))
and notice thereof to be published in accordance with Condition 14 as soon as possible after their
determination but in no event later than the fourth London Business Day thereafter. Each Interest
Amount and Interest Payment Date so notified may subsequently be amended (or appropriate
alternative arrangements made by way of adjustment) without prior notice in the event of an extension
or shortening of the Interest Period. Any such amendment will be promptly be notified to (i) each
stock exchange on which the relevant Floating Rate Covered Bonds are for the time being listed by no
later than the first day of each Interest Period and (ii) the Covered Bondholders in accordance with
Condition 14. For the purposes of this paragraph, the expression London Business Day means a day
(other than a Saturday or a Sunday) on which banks and foreign exchange markets are open for general
business in London.

Certificates to be final

All certificates, communications, opinions, determinations, calculations, guotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this Condition 6.2, whether
by the Fiscal Agent or, if applicable, the Calculation Agent shall (in the absence of wilful default, bad
faith or manifest error) be binding on the Issuer, the Agent, the Calculation Agent (if applicable), the
other Paying Agents, the CSD Agent (in the case of CSD Covered Bonds) and all Covered
Bondholders, Receiptholders and Couponholders and (in the absence of wilful default or bad faith) no
liability to the Issuer, the Covered Bondholders, the Receiptholders or the Couponholders shall attach
to the Fiscal Agent or, if applicable, the Calculation Agent in connection with the exercise or non-
exercise by it of its powers, duties and discretions pursuant to such provisions.

Benchmark Discontinuation

Notwithstanding the provisions in 6.2, as the case may be, above, (in the case of Floating Rate Covered
Bonds other than where the Reference Rate is specified in the applicable Final Terms as being
Compounded Daily SOFR, in which case the provisions of this Condition 6.3 shall not apply), if the
Bank determines that a Benchmark Event has occurred in relation to an Original Reference Rate when
any Rate of Interest (or any component part thereof) remains to be determined by reference to that
Original Reference Rate, then the following provisions of this Condition 6.3 shall apply.

@) Successor Rate or Alternative Rate
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If there is a Successor Rate, then the Bank shall promptly notify the Fiscal Agent or the
Calculation Agent or the CSD Agent, as applicable, in accordance with Condition 14, the
Covered Bondholders of such Successor Rate and that Successor Rate shall (subject to
adjustment as provided in Condition 6.3(b)) subsequently be used by the Fiscal Agent or the
Calculation Agent or the CSD Agent, as applicable, in place of the Original Reference Rate to
determine the relevant Rate(s) of Interest (or the relevant component part(s) thereof) for all
relevant future payments of interest on the Covered Bonds (subject to the further operation of
this Condition 6.3).

If there is no Successor Rate but the Bank, acting in good faith, in a commercially reasonable
manner and by reference to such sources as it deems appropriate, which may include
consultation with an Independent Adviser, determines that there is an Alternative Rate, then
the Bank shall promptly notify the Fiscal Agent or the Calculation Agent or the CSD Agent,
as applicable, and, in accordance with Condition 14, the Covered Bondholders of such
Alternative Rate and that Alternative Rate shall (subject to adjustment as provided in
Condition 6.3(b)) subsequently be used in place of the Original Reference Rate to determine
the relevant Rate(s) of Interest (or the relevant component part(s) thereof) for all relevant
future payments of interest on the Covered Bonds (subject to the further operation of this
Condition 6.3).

Adjustment Spread

If, in the case of a Successor Rate, an Adjustment Spread is formally recommended or
proposed in relation to the replacement of the Original Reference Rate with the Successor Rate
by any Relevant Nominating Body, then the Bank shall promptly notify the Fiscal Agent or
the Calculation Agent or the CSD Agent, as applicable, and, in accordance with Condition 14,
the Covered Bondholders of such Adjustment Spread and the Fiscal Agent or the Calculation
Agent or the CSD Agent, as applicable, shall apply such Adjustment Spread to the Successor
Rate for each subsequent determination of a relevant Rate of Interest (or a component part
thereof) by reference to such Successor Rate.

If, in the case of a Successor Rate where no such Adjustment Spread is formally recommended
or proposed by any Relevant Nominating Body, or in the case of an Alternative Rate, the
Bank, acting in good faith, in a commercially reasonable manner and by reference to such
sources as it deems appropriate, which may include consultation with an Independent Adviser,
determines that there is an Adjustment Spread in customary market usage in the international
debt capital markets for transactions which reference the Original Reference Rate, where such
rate has been replaced by the Successor Rate or the Alternative Rate (as the case may be), then
the Bank shall promptly notify the Fiscal Agent or the Calculation Agent or the CSD Agent,
as applicable, and, in accordance with Condition 14, the Covered Bondholders of such
Adjustment Spread and the Fiscal Agent or the Calculation Agent or the CSD Agent, as
applicable, shall apply such Adjustment Spread to the Successor Rate and the Alternative Rate
(as the case may be) for each subsequent determination of a relevant Rate of Interest (or a
component part thereof) by reference to such Successor Rate or Alternative Rate (as
applicable).

If no such recommendation or option has been made (or made available) by any Relevant
Nominating Body, or the Bank so determines that there is no such Adjustment Spread in
customary market usage in the international debt capital markets and the Bank further
determines, acting in good faith, in a commercially reasonable manner and following
consultation with an Independent Adviser, that an Adjustment Spread is required to be applied
to the Successor Rate or the Alternative Rate (as the case may be), then the Adjustment Spread
shall be:
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(1) the Adjustment Spread determined by the Bank, acting in good faith, in a
commercially reasonable manner and following consultation with an Independent
Adviser, as being the Adjustment Spread recognised or acknowledged as being the
industry standard for over-the-counter derivative transactions which reference the
Original Reference Rate, where such rate has been replaced by the Successor Rate or
the Alternative Rate (as the case may be); or

(i) if there is no such industry standard recognised or acknowledged, such Adjustment
Spread as the Bank, acting in good faith, in a commercially reasonable manner and
following consultation with an Independent Adviser, determines to be appropriate
having regard to the objective, so far as is reasonably practicable in the circumstances,
of reducing or eliminating any economic prejudice or benefit (as the case may be) to
Covered Bondholders as a result of the replacement of the Original Reference Rate
with the Successor Rate or the Alternative Rate (as the case may be).

Following any such determination of the Adjustment Spread, the Bank shall promptly notify
the Fiscal Agent or the Calculation Agent or the CSD Agent, as applicable, and, in accordance
with Condition 14, the Covered Bondholders of such Adjustment Spread and the Fiscal Agent
shall apply such Adjustment Spread to the Successor Rate or the Alternative Rate (as the case
may be) for each subsequent determination of a relevant Rate of Interest (or a component part
thereof) by reference to such Successor Rate or Alternative Rate (as applicable).

Benchmark Amendments

If any Successor Rate, Alternative Rate or Adjustment Spread is determined in accordance
with this Condition 6.3 and the Bank, acting in good faith, in a commercially reasonable
manner and by reference to such sources as it deems appropriate, which may include
consultation with an Independent Adviser, determines in its discretion (A) that amendments
to these Conditions and/or the Agency Agreement are necessary to ensure the proper operation
of such Successor Rate, Alternative Rate and/or Adjustment Spread (such amendments, the
Benchmark Amendments) and (B) the terms of the Benchmark Amendments, then the Bank
and the Fiscal Agent shall, subject to the Bank having to give notice thereof to the Covered
Bondholders in accordance with Condition 14, without any requirement for the consent or
approval of Covered Bondholders, agree to the necessary modifications to these Conditions
and/or the Agency Agreement, as determined by the Bank, to give effect to such Benchmark
Amendments with effect from the date specified in such notice.

In connection with any such modifications in accordance with this Condition 6.3(c), the Bank
shall comply with the rules of any stock exchange on which the Covered Bonds are for the
time being listed or admitted to trading.

Any Benchmark Amendments determined under this Condition 6.3(c) shall be notified
promptly by the Bank to the Fiscal Agent or the Calculation Agent or the CSD Agent, as
applicable, and, in accordance with Condition 14, the Covered Bondholders. Such notice shall
be irrevocable and shall specify the effective date of such Benchmark Amendments.

Independent Adviser

In the event the Bank is to consult with an Independent Adviser in connection with any
determination to be made by the Bank pursuant to this Condition 6.3, the Bank shall use its
reasonable endeavours to appoint an Independent Adviser, as soon as reasonably practicable,
for the purposes of any such consultation. Neither the Fiscal Agent nor the Calculation Agent
shall act as Independent Adviser unless such Agent shall have accepted such appointment in
writing.
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An Independent Adviser appointed pursuant to this Condition 6.3 shall act in good faith, in a
commercially reasonable manner and (in the absence of fraud or wilful default) shall have no
liability whatsoever to the Bank or the Covered Bondholders for any determination made by
it or for any advice given to the Bank in connection with any determination made by the Bank
pursuant to this Condition 6.3 or otherwise in connection with the Covered Bonds.

If the Bank consults with an Independent Adviser as to whether there is an Alternative Rate
and/or any Adjustment Spread is required to be applied and/or in relation to the quantum of,
or any formula or methodology for determining such Adjustment Spread and/or whether any
Benchmark Amendments are necessary and/or in relation to the terms of any such Benchmark
Amendments, a written determination of that Independent Adviser in respect thereof shall be
conclusive and binding on all parties, save in the case of manifest error, and (in the absence
of fraud or wilful default) the Bank shall have no liability whatsoever to the Covered
Bondholders in respect of anything done, or omitted to be done, in relation to that matter in
accordance with any such written determination.

No Independent Adviser appointed in connection with the Covered Bonds (acting in such
capacity), shall have any relationship of agency or trust with the Covered Bondholders.

Survival of Original Reference Rate Provisions

Without prejudice to the obligations of the Bank under this Condition 6.3, the Original
Reference Rate and the fallback provisions provided for in Condition 6.2, the Agency
Agreement and the applicable Final Terms, as the case may be, will continue to apply unless
and until the Bank has determined the Successor Rate or the Alternative Rate (as the case may
be), and any Adjustment Spread and Benchmark Amendments, in accordance with the relevant
provisions of this Condition 6.3.

Definitions
In this Condition 6.3;

Adjustment Spread means either a spread, or the formula or methodology for calculating a
spread and the spread resulting from such calculation, which spread may in either case be
positive or negative and is to be applied to the Successor Rate or the Alternative Rate (as the
case may be) where the Original Reference Rate is replaced with the Successor Rate or the
Alternative Rate (as the case may be);

Alternative Rate means an alternative benchmark or screen rate which the Bank determines
in accordance with this Condition 6.3 is used in place of the Original Reference Rate in
customary market usage in the international debt capital markets for the purposes of
determining rates of interest (or the relevant component part thereof) for a commensurate
interest period and in the same Specified Currency as the Covered Bonds;

Benchmark Event means:

Q) the Original Reference Rate ceasing to be published for at least five Business Days or
ceasing to exist or be administered;

(i) the later of (A) the making of a public statement by the administrator of the Original
Reference Rate that it will, by a specified date, cease publishing the Original
Reference Rate permanently or indefinitely (in circumstances where no successor
administrator has been appointed that will continue publication of the Original
Reference Rate) and (B) the date falling six months prior to such specified date;
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(iif)  the making of a public statement by the supervisor of the administrator of the Original
Reference Rate that the Original Reference Rate has been permanently or indefinitely
discontinued or is prohibited from being used or is no longer representative, or that its
use is subject to restrictions or adverse consequences or, where such discontinuation,
prohibition, restrictions or adverse consequences are to apply from a specified date
after the making of any public statement to such effect, the later of the date of the
making of such public statement and the date falling six months prior to such specified
date; or

(iv) it has or will prior to the next Interest Determination Date or Reset Determination
Date, as applicable, become unlawful for the Calculation Agent, any Paying Agent or
the Bank to determine any Rate of Interest and/or calculate any Interest Amount using
the Original Reference Rate (including, without limitation, under Regulation (EU)
No. 2016/1011, if applicable).

Independent Adviser means an independent financial institution of international repute or
other independent adviser of recognised standing with appropriate expertise appointed by the
Bank at its own expense;

Original Reference Rate means the benchmark or screen rate (as applicable) originally
specified in the applicable Final Terms for the purposes of determining the relevant Rate of
Interest (or any component part thereof) in respect of the Covered Bonds provided that if,
following one or more Benchmark Events, such originally specified Reference Rate (or any
Successor Rate or Alternative Rate which has replaced it) has been replaced by a (or a further)
Successor Rate or Alternative Rate and a Benchmark Event subsequently occurs in respect of
such Successor Rate or Alternative Rate, the term Original Reference Rate shall include any
such Successor Rate or Alternative Rate);

Relevant Nominating Body means, in respect of a benchmark or screen rate (as applicable):

M the central bank for the currency to which the benchmark or screen rate (as applicable)
relates, or any central bank or other supervisory authority which is responsible for
supervising the administrator of the benchmark or screen rate (as applicable); or

(i) any working group or committee sponsored by, chaired or co-chaired by or constituted
at the request of (A) the central bank for the currency to which the benchmark or
screen rate (as applicable) relates, (B) any central bank or other supervisory authority
which is responsible for supervising the administrator of the benchmark or screen rate
(as applicable), (C) a group of the aforementioned central banks or other supervisory
authorities, or (D) the Financial Stability Board or any part thereof; and

Successor Rate means a successor to or replacement of the Original Reference Rate which is
formally recommended by any Relevant Nominating Body.

Interest on Inflation Linked Covered Bonds

Each Inflation Linked Covered Bond bears interest from (and including) the Interest Commencement
Date at the rate per annum equal to the Rate of Interest payable in arrear on the Interest Payment
Date(s) in each year up to (and including) the Final Maturity Date.

If interest is required to be calculated for a period other than an Interest Period such interest shall be
calculated by applying the Rate of Interest to each Specified Denomination, multiplying such sum by
the applicable Day Count Fraction (as defined in Condition 6.2(d) (Determination of Rate of Interest
and calculation of Interest Amounts)), and rounding the resultant figure to the nearest sub-unit (as
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defined in Condition 6.2(d) (Determination of Rate of Interest and calculation of Interest Amounts))
of the relevant Specified Currency, half of any such sub unit being rounded upwards or otherwise in
accordance with applicable market convention.

Interest on Inflation Linked Non-Amortising Covered Bonds

Each Inflation Linked Non-Amortising Covered Bond bears interest from (and including) the Interest
Commencement Date at the rate(s) per annum equal to the Rate(s) of Interest multiplied by the Index
Ratio (as defined in Condition 7.1(b) (Payments in respect of Inflation Linked Covered Bonds)) below.
Interest will be payable in arrear on the Interest Payment Date(s) in each year up to (and including)
the Final Maturity Date or, if the applicable Final Terms specifies that an Extended Final Maturity
Date applies, the Extended Final Maturity Date or any earlier Interest Payment Date on which the
Covered Bonds are redeemed in full, provided that any amounts representing interest payable after the
Final Maturity Date shall be paid at such rate and on such dates specified in the applicable Final Terms.

If interest is required to be calculated for a period other than an Interest Period, such interest shall be
calculated in respect of any period by applying the Rate of Interest multiplied by the Index Ratio (as
defined in Condition 7.1(b) (Payments in respect of Inflation Linked Covered Bonds)) to:

@) in the case of Inflation Linked Non-Amortising Covered Bonds which are represented by a
Global Covered Bond or Inflation Linked Non-Amortising Covered Bonds which are CSD
Covered Bonds, the aggregate outstanding nominal amount of the Inflation Linked Non-
Amortising Covered Bonds; or

(b) in the case of Inflation Linked Non-Amortising Covered Bonds in definitive form, the
Calculation Amount,

and, in each case, multiplying such sum by the applicable Day Count Fraction (as defined in Condition
6.1), and rounding the resultant figure to the nearest sub-unit of the relevant Specified Currency, half
of any such sub-unit being rounded upwards or otherwise in accordance with applicable market
convention. Where the Specified Denomination of an Inflation Linked Non-Amortising Covered
Bond in definitive form is a multiple of the Calculation Amount, the amount of interest payable in
respect of such Inflation Linked Non-Amortising Covered Bond shall be the product of the amount
(determined in the manner provided above) for the Calculation Amount and the amount by which the
Calculation Amount is multiplied to reach the Specified Denomination, without any further rounding.

As used in these Conditions, Interest Period means the period from (and including) an Interest
Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first) Interest
Payment Date.

Accrual of interest

Each Covered Bond (or in the case of the redemption of part only of a Covered Bond, that part only
of such Covered Bond) will cease to bear interest (if any) from the date for its redemption unless, upon
due presentation thereof, payment of principal is improperly withheld or refused. In such event,
interest will continue to accrue until whichever is the earlier of:

@) the date on which all amounts due in respect of such Covered Bond have been paid; and
(b) five days after the date on which the full amount of the moneys payable in respect of such
Covered Bond has been received by the Fiscal Agent, the Registrar or the CSD Agent, as the

case may be, and notice to that effect has been given to the Covered Bondholders in
accordance with Condition 14.
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PAYMENTS
Payments in respect of Inflation Linked Covered Bonds

If this is an Inflation Linked Covered Bond, the Issuer shall, on each relevant Interest Payment Date,
make a combined payment of principal due under Condition 8.3, interest due under Condition 6.4 and
any indexation amount (together, the Annuity Amount ) as calculated by the Calculation Agent in
accordance with the following formula.

r

P= m X IRxd
where:
P= The combined payment of principal, interest and indexation amount of the relevant Covered
Bonds;

r= : ;

- [insert number of interest payments per year]’
c= The Rate of Interest applicable to the relevant Covered Bonds;
d= The Specified Denomination of the relevant Covered Bonds;
n= [Insert total number of annuity payments on the relevant Covered Bonds]; and
IR= The Index Ratio as determined in accordance with paragraph (b) below

The value of the Index Ratio (Index Ratio or IR) on the relevant Interest Payment Date shall be the
value of the Reference Index (RI) applicable to the relevant Interest Payment Date divided by the
value of the Base Index (BI) as calculated by the Calculation Agent

RI

being IR = 31

where:
Reference Index or Rl means:

Q) for the first day of the relevant calendar month, the value of the Icelandic Consumer Price
Index (CPI) for the relevant month as calculated by Statistics Iceland pursuant to the
Consumer Price Index Act of 1995 (16g um visitélu neysluverds nr. 12/1995) and published
monthly in the Legal Gazette (Légbirtingarbladio);

(i) for each day in the relevant calendar month other than the first day:

(A) if the CPI for the calendar month immediately succeeding the month in which the
relevant Interest Payment Date falls (the Succeeding Month CPI) has been published
as at the relevant Interest Payment Date:

RI = CPI, + (CPl4y — CPI) 5

(B) if the Succeeding Month CPI has not been published as at the relevant Interest
Payment Date:
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RI=CPl x (1 +10)—

where:
RI = Reference Index;
CPI; = CPI value for the first day of the relevant calendar month;

CPls1=  Succeeding Month CPI;

d= number of days since the first day of the month; and

i= annualised inflation forecast of the Central Bank of Iceland
and

Base Index means the value specified in the Final Terms of the relevant Tranche of Covered Bonds,
being the value of the CPI on the relevant date specified in such Final Terms.

If at any time a new index is substituted for the CPI, as of the calendar month from and including that
in which such substitution takes effect:

0] the Reference Index shall be deemed to refer to the new index; and

(i) the new Base Index shall be the product of the old Base Index prior to the change and the new
Reference Index immediately following such substitution, divided by the old Reference Index
immediately prior to such substitution.

Method of payment
Subject as provided below:

@) payments in a Specified Currency other than euro will be made by credit or transfer to an
account in the relevant Specified Currency (which, in the case of a payment in Japanese yen
to a non-resident of Japan, shall be a non-resident account) maintained by the payee with, or,
at the option of the payee, by a cheque in such Specified Currency drawn on, a bank in the
principal financial centre of the country of such Specified Currency (which, if the Specified
Currency is Australian dollars or New Zealand dollars, shall be Sydney and Auckland
respectively); and

(b) payments in euro will be made by credit or transfer to a euro account (or any other account to
which euro may be credited or transferred) specified by the payee or, at the option of the payee,
by a euro cheque.

Payments will be subject in all cases to (i) any fiscal or other laws and regulations applicable thereto
in the place of payment or other laws and regulations to which the Issuer or its Agents are subject, but
without prejudice to the provisions of Condition 9 and (ii) any withholding or deduction required
pursuant to an agreement described in Section 1471(b) of the U.S. Internal Revenue Code of 1986 (the
Code) or otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any regulations or
agreements thereunder, any official interpretations thereof, or (without prejudice to the provisions of
Condition 9 (Taxation)) any law implementing an intergovernmental approach thereto (FATCA).
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Presentation of definitive Bearer Covered Bonds, Receipts and Coupons

Payments of principal in respect of definitive Bearer Covered Bonds will (subject as provided below)
be made in the manner provided in paragraph 7.1 above only against presentation and surrender (or,
in the case of part payment of any sum due, endorsement) of definitive Bearer Covered Bonds, and
payments of interest in respect of definitive Bearer Covered Bonds will (subject as provided below)
be made as aforesaid only against presentation and surrender (or, in the case of part payment of any
sum due, endorsement) of Coupons, in each case at the specified office of any Paying Agent outside
the United States (which expression, as used herein, means the United States of America (including
the States and the District of Columbia and its possessions)).

Payments of instalments of principal (if any) in respect of definitive Bearer Covered Bonds, other than
the final instalment, will (subject as provided below) be made in the manner provided in paragraph 7.1
above only against presentation and surrender (or, in the case of part payment of any sum due,
endorsement) of the relevant Receipt in accordance with the preceding paragraph. Payment of the
final instalment will be made in the manner provided in paragraph 7.1 above only against presentation
and surrender (or, in the case of part payment of any sum due, endorsement) of the relevant Covered
Bond in accordance with the preceding paragraph. Each Receipt must be presented for payment of
the relevant instalment together with the definitive Bearer Covered Bond to which it appertains.
Receipts presented without the definitive Bearer Covered Bond to which they appertain do not
constitute valid obligations of the Issuer. Upon the date on which any definitive Bearer Covered Bond
becomes due and repayable, unmatured Receipts (if any) relating thereto (whether or not attached)
shall become void and no payment shall be made in respect thereof.

Fixed Rate Covered Bonds and Inflation Linked Covered Bonds in definitive bearer form (other than
Long Maturity Covered Bonds (as defined below)) should be presented for payment together with all
unmatured Coupons appertaining thereto (which expression shall for this purpose include Coupons
falling to be issued on exchange of matured Talons), failing which the amount of any missing
unmatured Coupon (or, in the case of payment not being made in full, the same proportion of the
amount of such missing unmatured Coupon as the sum so paid bears to the sum due) will be deducted
from the sum due for payment. Each amount of principal so deducted will be paid in the manner
mentioned above against surrender of the relative missing Coupon at any time before the expiry of 10
years after the Relevant Date (as defined in Condition 9) in respect of such principal (whether or not
such Coupon would otherwise have become void under Condition 10) or, if later, five years from the
date on which such Coupon would otherwise have become due, but in no event thereafter.

Upon any Fixed Rate Covered Bond or Inflation Linked Covered Bonds in definitive bearer form
becoming due and repayable prior to its Maturity Date, all unmatured Talons (if any) appertaining
thereto will become void and no further Coupons will be issued in respect thereof.

Upon the date on which any Floating Rate Covered Bond, or Long Maturity Covered Bond in
definitive form becomes due and repayable, unmatured Coupons and Talons (if any) relating thereto
(whether or not attached) shall become void and no payment or, as the case may be, exchange for
further Coupons shall be made in respect thereof. A Long Maturity Covered Bond is a Fixed Rate
Covered Bond (other than a Fixed Rate Covered Bond which on issue had a Talon attached) or an
Inflation Linked Non-Amortising Covered Bond whose nominal amount on issue is less than the
aggregate interest payable thereon provided that such Covered Bond shall cease to be a Long Maturity
Covered Bond on the Interest Payment Date on which the aggregate amount of interest remaining to
be paid after that date is less than the nominal amount of such Covered Bond.

If the due date for redemption of any definitive Bearer Covered Bond is not an Interest Payment Date,
interest (if any) accrued in respect of such Bearer Covered Bond from (and including) the preceding
Interest Payment Date or, as the case may be, the Interest Commencement Date shall be payable only
against surrender of the relevant definitive Bearer Covered Bond.
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Payments in respect of Bearer Global Covered Bonds

Payments of principal and interest (if any) in respect of Covered Bonds represented by any Bearer
Global Covered Bond will (subject as provided below) be made in the manner specified above in
relation to definitive Bearer Covered Bonds and otherwise in the manner specified in the relevant
Bearer Global Covered Bond, where applicable, against presentation or surrender, as the case may be,
of such Bearer Global Covered Bond at the specified office of any Paying Agent outside the United
States. A record of each payment, distinguishing between any payment of principal and any payment
of interest, will be made on such Bearer Global Covered Bond either by the Paying Agent to which it
was presented or in the records of Euroclear and Clearstream, Luxembourg, as applicable.

Payments in respect of Registered Covered Bonds

Payments of principal (other than instalments of principal prior to the final instalment) in respect of
each Registered Covered Bond (whether or not in global form) will be made against presentation and
surrender (or, in the case of part payment of any sum due, endorsement) of the Registered Covered
Bond at the specified office of the Registrar or any of the Paying Agents. Such payments will be made
by transfer to the Designated Account (as defined below) of the holder (or the first named of joint
holders) of the Registered Covered Bond appearing in the register of holders of the Registered Covered
Bonds maintained by the Registrar (the Registered Covered Bond Register) (i) where in global form,
at the close of the business day (being for this purpose a day on which Euroclear and Clearstream,
Luxembourg are open for business) before the relevant due date, and (ii) where in definitive form at
the close of business on the third business day (being for this purpose a day on which banks are open
for business in the city where the specified office of the Registrar is located) before the relevant due
date. Notwithstanding the previous sentence, if (a) a holder does not have a Designated Account or
(b) the principal amount of the Covered Bonds held by a holder is less than U.S.$250,000 (or its
approximate equivalent in any other Specified Currency), payment will instead be made by a cheque
in the Specified Currency drawn on a Designated Bank (as defined below). For these purposes,
Designated Account means the account (which, in the case of a payment in Japanese yen to a non-
resident of Japan, shall be a non-resident account) maintained by a holder with a Designated Bank and
identified as such in the Registered Covered Bond Register and Designated Bank means (in the case
of payment in a Specified Currency other than euro) a bank in the principal financial centre of the
country of such Specified Currency (which, if the Specified Currency is Australian dollars or New
Zealand dollars, shall be Sydney and Auckland, respectively) and (in the case of a payment in euro)
any bank which processes payments in euro.

Payments of interest and payments of instalments of principal (other than the final instalment) in
respect of each Registered Covered Bond (whether or not in global form) will be made by a cheque in
the Specified Currency drawn on a Designated Bank and mailed by uninsured mail on the business
day in the city where the specified office of the Registrar is located immediately preceding the relevant
due date to the holder (or the first named of joint holders) of the Registered Covered Bond appearing
in the Registered Covered Bond Register (i) where in global form, at the close of the business day
(being for this purpose a day on which Euroclear and Clearstream, Luxembourg are open for business)
before the relevant due date, and (ii) where in definitive form, at the close of business on the fifteenth
day (whether or not such fifteenth day is a business day) before the relevant due date (the Record
Date) at his address shown in the Registered Covered Bond Register on the Record Date and at his
risk. Upon application of the holder to the specified office of the Registrar not less than three business
days in the city where the specified office of the Registrar is located before the due date for any
payment of interest in respect of a Registered Covered Bond, the payment may be made by transfer
on the due date in the manner provided in the preceding paragraph. Any such application for transfer
shall be deemed to relate to all future payments of interest (other than interest due on redemption) and
instalments of principal (other than the final instalment) in respect of the Registered Covered Bonds
which become payable to the holder who has made the initial application until such time as the
Registrar is notified in writing to the contrary by such holder. Payment of the interest due in respect
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of each Registered Covered Bond on redemption and the final instalment of principal will be made in
the same manner as payment of the principal amount of such Registered Covered Bond.

Holders of Registered Covered Bonds will not be entitled to any interest or other payment for any
delay in receiving any amount due in respect of any Registered Covered Bond as a result of a cheque
posted in accordance with this Condition 7.5 arriving after the due date for payment or being lost in
the post. No commissions or expenses shall be charged to such holders by the Registrar in respect of
any payments of principal or interest in respect of the Registered Covered Bonds.

None of the Issuer or the Agents will have any responsibility or liability for any aspect of the records
relating to, or payments made on account of, beneficial ownership interests in the Registered Global
Covered Bonds or for maintaining, supervising or reviewing any records relating to such beneficial
ownership interests.

General provisions applicable to payments

The holder of a Global Covered Bond shall be the only person entitled to receive payments in respect
of Covered Bonds represented by such Global Covered Bond and the Issuer will be discharged by
payment to, or to the order of, the holder of such Global Covered Bond in respect of each amount so
paid. Each of the persons shown in the records of Euroclear or Clearstream, Luxembourg as the
beneficial holder of a particular nominal amount of Covered Bonds represented by such Global
Covered Bond must look solely to Euroclear or Clearstream, Luxembourg, as the case may be, for his
share of each payment so made by the Issuer to, or to the order of, the holder of such Global Covered
Bond.

Notwithstanding the foregoing provisions of this Condition 7.6, if any amount of principal and/or
interest in respect of Bearer Covered Bonds is payable in U.S. dollars, such U.S. dollar payments of
principal and/or interest in respect of such Covered Bonds will be made at the specified office of a
Paying Agent in the United States if:

@) the Issuer has appointed Paying Agents with specified offices outside the United States with
the reasonable expectation that such Paying Agents would be able to make payment in U.S.
dollars at such specified offices outside the United States of the full amount of principal and
interest on the Bearer Covered Bonds in the manner provided above when due;

(b) payment of the full amount of such principal and interest at all such specified offices outside
the United States is illegal or effectively precluded by exchange controls or other similar
restrictions on the full payment or receipt of principal and interest in U.S. dollars; and

©) such payment is then permitted under United States law without involving, in the opinion of
the Issuer, adverse tax consequences to the Issuer.

Payments in respect of CSD Covered Bonds

Payments of principal and interest in respect of CSD Covered Bonds will be made to the Covered
Bondholders shown in the relevant records of the CSD in accordance with and subject to the rules and
regulations from time to time governing the CSD.

Payment Day

If the date for payment of any amount in respect of any Covered Bond, Receipt or Coupon is not a
Payment Day, the holder thereof shall not be entitled to payment until the next following Payment Day

in the relevant place and shall not be entitled to further interest or other payment in respect of such
delay. For these purposes, Payment Day means any day which (subject to Condition 10) is:
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(@) a day on which commercial banks and foreign exchange markets settle payments and are open
for general business (including dealing in foreign exchange and foreign currency deposits) in:

(1) in the case of Covered Bonds in definitive form only, the relevant place of
presentation; and

(i) each Additional Financial Centre specified in the applicable Final Terms; and

(b) either (1) in relation to any sum payable in a Specified Currency other than euro, a day on
which commercial banks and foreign exchange markets settle payments and are open for
general business (including dealing in foreign exchange and foreign currency deposits) in the
principal financial centre of the country of the relevant Specified Currency (which if the
Specified Currency is Australian dollars or New Zealand dollars shall be Sydney and
Auckland, respectively) or (2) in relation to any sum payable in euro, a day on which the T2
is open.

Interpretation of principal and interest

Any reference in the Conditions to principal in respect of the Covered Bonds shall be deemed to
include, as applicable:

@) any additional amounts which may be payable with respect to principal under Condition 9;
(b) the Final Redemption Amount of the Covered Bonds;

© the Early Redemption Amount of the Covered Bonds;

(d) the Optional Redemption Amount(s) (if any) of the Covered Bonds;

(e) in relation to Covered Bonds redeemable in instalments, the Instalment Amounts; and

® any premium and any other amounts (other than interest) which may be payable by the Issuer
under or in respect of the Covered Bonds.

Any reference in the Conditions to interest in respect of the Covered Bonds shall be deemed to include,
as applicable, any additional amounts which may be payable with respect to interest under Condition
9.

Partial Payment

If on the Maturity Date of a Series of Covered Bonds where an Extended Final Maturity Date is
specified in the applicable Final Terms the Issuer has insufficient moneys to pay the Final Redemption
Amount on that Series of Covered Bonds and any other amounts due and payable by the Issuer in
respect of Covered Bonds on such date, then the Issuer shall apply available moneys, after having
made payment of all other amounts due and payable by the Issuer in respect of Covered Bonds on such
date, to redeem the relevant Series of Covered Bonds in part at par together with accrued interest pro
rata and pari passu with any other Series of Covered Bonds for which an Extended Final Maturity
Date is specified in the Final Terms.
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REDEMPTION AND PURCHASE
Redemption at maturity

Unless previously redeemed or purchased and cancelled as specified below, each Covered Bond will
be redeemed by the Issuer at the Final Redemption Amount specified in, or determined in the manner
specified in, the applicable Final Terms in the relevant Specified Currency on the Maturity Date.

Extension of Maturity Date

If an Extended Final Maturity Date is specified as applicable in the Final Terms for a Series of Covered
Bonds and the Issuer (i) has received approval from the Icelandic FSA to extend the maturity of the
Covered Bonds (a Maturity Extension Approval) and (ii) has failed to pay the Final Redemption
Amount on the Maturity Date specified in the Final Terms, then (subject as provided below) the
maturity of the outstanding Covered Bonds not so redeemed and the date on which such Covered
Bonds will, notwithstanding any insolvency, bankruptcy or resolution in respect of the Issuer at the
relevant time, be due and repayable for the purposes of these Terms and Conditions, will be extended
up to and including (but no later than) the Extended Final Maturity Date, provided that any amount
representing the Final Redemption Amount due and remaining unpaid on the Maturity Date may be
paid by the Issuer on any Interest Payment Date occurring thereafter to the extent that funds are
available in the Cover Pool up to (and including) the relevant Extended Final Maturity Date.

The Issuer shall promptly give notice to the Fiscal Agent and the Covered Bondholders (in accordance
with Condition 14 (Notices)) of such Maturity Extension Approval (provided, however, that any failure
by the Issuer to give such notice shall not in any event affect the validity or effectiveness of the
extension of maturity or give any Covered Bondholder any right to receive any payment of interest,
principal or otherwise with respect to the relevant Covered Bonds other than as provided for in these
Conditions).

The Issuer shall confirm to the Rating Agencies (if applicable), any relevant Swap Provider and the
Fiscal Agent as soon as reasonably practicable and in any event at least 4 business days in London
prior to the Maturity Date of any inability of the Issuer to pay in full the Final Redemption Amount in
respect of a Series of Covered Bonds on that Maturity Date.

Where the applicable Final Terms for a relevant Series of Covered Bonds provides that such Covered
Bonds are subject to an Extended Final Maturity Date, such failure to pay by the Issuer on the Maturity
Date shall not constitute a default in payment.

Redemption for tax reasons

The Covered Bonds may, subject to Condition 8.2(b) below, be redeemed at the option of the Issuer
in whole, but not in part, at any time (if this Covered Bond is neither a Floating Rate Covered Bond,
an Inflation Linked Covered Bond nor an Inflation Linked Non-Amortising Covered Bond) or on any
Interest Payment Date (if this Covered Bond is either a Floating Rate Covered Bond, an Inflation
Linked Covered Bond or an Inflation Linked Non-Amortising Covered Bond), on giving not less than
30 nor more than 60 days' notice to the Agent and, in accordance with Condition 14, the Covered
Bondholders (which notice shall be irrevocable), if:

Q) on the occasion of the next payment due under the Covered Bonds, the Issuer has or will
become obliged to pay additional amounts as provided or referred to in Condition 9 as a result
of any change in, or amendment to, the laws or regulations of the Republic of Iceland (Iceland)
or any political subdivision of, or any authority in, or of, Iceland having power to tax, or any
change in the application or official interpretation of such laws or regulations, which change
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or amendment becomes effective on or after the date on which agreement is reached to issue
the first Tranche of the Covered Bonds; and

(i) such obligation cannot be avoided by the Issuer taking reasonable measures available to it,

provided that no such notice of redemption shall be given earlier than 90 days prior to the earliest date
on which the Issuer would be obliged to pay such additional amounts were a payment in respect of the
Covered Bonds then due.

Prior to the publication of any notice of redemption pursuant to this Condition 8.2, the Issuer shall
deliver to the Fiscal Agent a certificate signed by two Directors of the Issuer stating that the Issuer is
entitled to effect such redemption and setting forth a statement of facts showing that the conditions
precedent to the right of the Issuer so to redeem have occurred, and an opinion of independent legal
advisers of recognised standing to the effect that the Issuer has or will become obliged to pay such
additional amounts as a result of such change or amendment.

Each Covered Bond redeemed pursuant to this Condition 8.2 will be redeemed at the Early
Redemption Amount.

Calculation of principal payments in respect of Inflation Linked Covered Bonds

Unless previously redeemed or purchased and cancelled, each Inflation Linked Covered Bond will,
subject to Condition 7.1 (Payments in respect of Inflation Linked Covered Bonds), be redeemed in one
or more amounts constituting payments of principal in relation to such Inflation Linked Covered Bond,
in the relevant Specified Currency on the relevant Interest Payment Dates, calculated in accordance
with the following formula:

A= % xd

where:

= The amount of each instalment of the relevant Covered Bonds;
F=  Tinsert number of rrerest payments per year
c= The Rate of Interest applicable to the relevant Covered Bonds;
d= The Specified Denomination of the relevant Covered Bonds;
n= [Insert total number of [annuity] payments on the relevant Covered Bonds]; and
k= The number of payments that have already taken place + 1 (k = 1 for the first payment, k =

2 for the second payment, etc)
For the avoidance of doubt, this formula does not link the principal amount calculated to inflation.

Calculation of principal payments in respect of Inflation Linked Non-Amortising Covered
Bonds

Unless previously redeemed or purchased and cancelled, each Inflation Linked Non-Amortising
Covered Bond will be redeemed in one or more amounts constituting payments of principal in relation
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to such Inflation Linked Non-Amortising Covered Bond, in the relevant Specified Currency on the
relevant Interest Payment Dates, calculated in accordance with the following formula:

P=N x IR
where:

P = the Final Redemption Amount per Specified Denomination of each Inflation Linked Non-
Amortising Covered Bond,;

N = the Specified Denomination (as specified in the relevant Final Terms) for each Inflation Linked
Non-Amortising Covered Bond; and

IR = the Index Ratio as set out in Condition 7.1(b), above.
Redemption at the option of the Issuer (Issuer Call)
If Issuer Call is specified in the applicable Final Terms, the Issuer may, having given:

@) not less than 15 nor more than 30 days' notice to the Covered Bondholders in accordance with
Condition 14; and

(b) not less than 15 days before the giving of the notice referred to in notice to the Fiscal Agent
and, (in the case of a redemption of Registered Covered Bonds) the Registrar;

(which notices shall be irrevocable and shall specify the date fixed for redemption), redeem all or some
only of the Covered Bonds then outstanding on any Optional Redemption Date and at the Optional
Redemption Amount(s) specified in the applicable Final Terms together, if appropriate, with interest
accrued to (but excluding) the relevant Optional Redemption Date. Any such redemption must be of
a nominal amount not less than the Minimum Redemption Amount or not more than the Maximum
Redemption Amount, in each case as may be specified in the applicable Final Terms. In the case of a
partial redemption of Covered Bonds, the Covered Bonds to be redeemed (Redeemed Covered
Bonds) will be selected individually by lot, in the case of Redeemed Covered Bonds represented by
definitive Covered Bonds, and in accordance with the rules of Euroclear and/or Clearstream,
Luxembourg, (to be reflected in the records of Euroclear and Clearstream, Luxembourg as either a
pool factor or a reduction in nominal amount, at their discretion) in the case of Redeemed Covered
Bonds represented by a Global Covered Bond, and in accordance with the rules of the CSD in the case
of the CSD Covered Bonds, in each case not more than 30 days prior to the date fixed for redemption
(such date of selection being hereinafter called the Selection Date). In the case of Redeemed Covered
Bonds represented by definitive Covered Bonds, a list of the serial numbers of such Redeemed
Covered Bonds will be published in accordance with Condition 14 not less than 15 days prior to the
date fixed for redemption. No exchange of the relevant Global Covered Bond will be permitted during
the period from (and including) the Selection Date to (and including) the date fixed for redemption
pursuant to this Condition 8.5 and notice to that effect shall be given by the Issuer to the Covered
Bondholders in accordance with Condition 14 at least five days prior to the Selection Date.

Redemption at the option of the Covered Bondholders (Investor Put)

If Investor Put is specified in the applicable Final Terms, upon the holder of any Covered Bond giving
to the Issuer in accordance with Condition 14 not less than 15 nor more than 30 days' notice the Issuer
will, upon the expiry of such notice, redeem, subject to, and in accordance with, the terms specified in
the applicable Final Terms, such Covered Bond on the Optional Redemption Date and at the Optional
Redemption Amount together, if appropriate, with interest accrued to (but excluding) the Optional
Redemption Date. Registered Covered Bonds may be redeemed under this Condition 8.6 in any

140



8.7

multiple of their lowest Specified Denomination. It may be that before an Investor Put can be
exercised, certain conditions and/or circumstances will need to be satisfied. Where relevant, the
provisions will be set out in the applicable Final Terms.

To exercise the right to require redemption of this Covered Bond the holder of this Covered Bond
must, if this Covered Bond is in definitive form and held outside Euroclear and Clearstream,
Luxembourg, deliver, at the specified office of any Paying Agent (in the case of Bearer Covered
Bonds) or the Registrar (in the case of Registered Covered Bonds) at any time during normal business
hours of such Paying Agent or, as the case may be, the Registrar falling within the notice period, a
duly completed and signed notice of exercise in the form (for the time being current) obtainable from
any specified office of any Paying Agent or, as the case may be, the Registrar (a Put Notice) and in
which the holder must specify a bank account (or, if payment is required to be made by cheque, an
address) to which payment is to be made under this Condition 8.6 and, in the case of Registered
Covered Bonds, the nominal amount thereof to be redeemed and, if less than the full nominal amount
of the Registered Covered Bonds so surrendered is to be redeemed, an address to which a new
Registered Covered Bond in respect of the balance of such Registered Covered Bonds is to be sent
subject to and in accordance with the provisions of Condition 2. If this Covered Bond is in definitive
bearer form, the Put Notice must be accompanied by this Covered Bond or evidence satisfactory to
the Paying Agent concerned that this Covered Bond will, following delivery of the Put Notice, be held
to its order or under its control.

If the Covered Bond is represented by a Global Covered Bond or is in definitive form and held through
Euroclear or Clearstream, Luxembourg, to exercise the right to require redemption of this Covered
Bond the holder of this Covered Bond must, within the notice period, give notice to the Fiscal Agent
of such exercise in accordance with the standard procedures of Euroclear and Clearstream,
Luxembourg (which may include notice being given on his instruction by Euroclear or Clearstream,
Luxembourg or any common depositary for them to the Fiscal Agent by electronic means) in a form
acceptable to Euroclear and Clearstream, Luxembourg from time to time and, if this Covered Bond is
represented by a Global Covered Bond, at the same time present or procure the presentation of the
relevant Global Covered Bond to the Agent for notation accordingly.

If the Covered Bond is an CSD Covered Bond, to exercise the right to require redemption of this
Covered Bond the holder of this Covered Bond must, within the notice period, give notice to the CSD
Agent of such exercise in accordance with the standard procedures of the CSD from time to time.
Any Put Notice or other notice given in accordance with the standard procedures of Euroclear and
Clearstream, Luxembourg or, in the case of CSD Covered Bonds, the CSD given by a holder of any
Covered Bond pursuant to this paragraph shall be irrevocable.

Early Redemption Amounts

For the purpose of Condition 8.2 above (Redemption for tax reasons):

@) each Covered Bond (other than a Zero Coupon Covered Bond) will be redeemed at its Early
Redemption Amount specified in the applicable Final Terms; and

(b) each Zero Coupon Covered Bond, will be redeemed at its Early Redemption Amount
calculated in accordance with the following formula:

Early Redemption Amount = (RP (1 + AY)*)
where:

RP means the Reference Price;
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AY means the Accrual Yield expressed as a decimal; and

X is a fraction the numerator of which is equal to the number of days (calculated on the basis
of a 360-day year consisting of 12 months of 30 days each) from (and including) the Issue
Date of the first Tranche of the Covered Bonds to (but excluding) the date fixed for redemption
or (as the case may be) the date upon which such Covered Bond becomes due and repayable
and the denominator of which is 360,

or on such other calculation basis as may be specified in the applicable Final Terms.
Instalments

Instalment Covered Bonds will be redeemed at the lesser of the Instalment Amounts and the Maximum
Instalment Amounts and on the Instalment Dates. In the case of early redemption, each Instalment
Covered Bond will be redeemed at the Early Redemption Amount.

Purchases

The Issuer or any subsidiary of the Issuer may at any time purchase Covered Bonds (provided that, in
the case of definitive Covered Bonds, all unmatured Receipts, Coupons and Talons appertaining
thereto are purchased therewith) at any price in the open market or otherwise. Such Covered Bonds
may be held, reissued, resold or, at the option of the Issuer, surrendered to any Paying Agent and/or
the Registrar for cancellation.

Cancellation

All Covered Bonds which are redeemed or surrendered for cancellation pursuant to Condition 8.9
above will forthwith be cancelled (together with all unmatured Receipts, Coupons and Talons attached
thereto or surrendered therewith at the time of redemption). All Covered Bonds so cancelled (together
with all unmatured Receipts, Coupons and Talons cancelled therewith) shall be forwarded to the Fiscal
Agent and cannot be reissued or resold.

Late payment on Zero Coupon Covered Bonds

If the amount payable in respect of any Zero Coupon Covered Bond upon redemption of such Zero
Coupon Covered Bond pursuant to Condition 8.1, 8.2, 8.3 or 8.6 above is improperly withheld or
refused, the amount due and repayable in respect of such Zero Coupon Covered Bond shall be the
amount calculated as provided in Condition 8.7(b) above as though the references therein to the date
fixed for the redemption or the date upon which such Zero Coupon Covered Bond becomes due and
payable were replaced by references to the date which is the earlier of:

@) the date on which all amounts due in respect of such Zero Coupon Covered Bond have been
paid; and

(b) five days after the date on which the full amount of the moneys payable in respect of such
Zero Coupon Covered Bonds has been received by the Fiscal Agent or the Registrar and notice
to that effect has been given to the Covered Bondholders in accordance with Condition 14.

TAXATION
All payments of principal and interest in respect of the Covered Bonds, Receipts and Coupons by or
on behalf of the Issuer will be made without withholding or deduction for or on account of any present

or future taxes or duties, assessments or government charges of whatever nature imposed or levied by
or on behalf of any Tax Jurisdiction, unless such withholding or deduction is required by law. In such
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event, the Issuer will pay such additional amounts as shall be necessary in order that the net amounts
received by the holders of the Covered Bonds, Receipts or Coupons after such withholding or
deduction shall equal the respective amounts of principal and interest which would otherwise have
been receivable in respect of the Covered Bonds, Receipts or Coupons, as the case may be, in the
absence of such withholding or deduction; except that no such additional amounts shall be payable
with respect to any Covered Bond, Receipt or Coupon:

@) presented for payment in Iceland;

(b) the holder of which is liable for such taxes or duties in respect of such Covered Bond, Receipt
or Coupon by reason of his having some connection with a Tax Jurisdiction other than the
mere holding of such Covered Bond, Receipt or Coupon; or

© presented for payment more than 30 days after the Relevant Date (as defined below) except to
the extent that the holder thereof would have been entitled to an additional amount on
presenting the same for payment on such thirtieth day assuming that day to have been a
Payment Day (as defined in Condition 7.8); or

(d  [RESERVED]
(6)  [RESERVED]

0] where such withholding or deduction is required to be made based on provisions of the Act
on Withholding of Public Levies at Source No 45/1987, as amended, the Act on Withholding
of Tax on Financial Income No 94/1996, as amended, and Article 3 of the Income Tax Act
no. 90/2003 (ITA), and any other legislation, laws or regulations, replacing or supplementing
the same.

As used herein:

Tax Jurisdiction means Iceland or any political subdivision or any authority thereof or therein having
power to tax; and

Relevant Date means the date on which such payment first becomes due, except that, if the full amount
of the moneys payable has not been duly received by the Fiscal Agent or the Registrar or, in the case
of CSD Covered Bonds, the CSD Agent, as the case may be, on or prior to such due date, it means the
date on which, the full amount of such moneys having been so received, notice to that effect is duly
given to the Covered Bondholders in accordance with Condition 14.

PRESCRIPTION

The Covered Bonds (whether in bearer, registered or dematerialised form), Receipts and Coupons will
become void unless claims in respect of principal and/or interest are made within a period of 10 years
(in the case of principal) and five years (in the case of interest) after the Relevant Date (as defined in
Condition 9) therefor.

There shall not be included in any Coupon sheet issued on exchange of a Talon any Coupon the claim
for payment in respect of which would be void pursuant to this Condition 10 or Condition 7.3) or any
Talon which would be void pursuant to Condition 7.3.

REPLACEMENT OF COVERED BONDS, RECEIPTS, COUPONS AND TALONS

Should any Covered Bond, Receipt, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed,
it may be replaced at the specified office of the Fiscal Agent (in the case of Bearer Covered Bonds,
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Receipts or Coupons) or the Registrar (in the case of Registered Covered Bonds) upon payment by the
claimant of such costs and expenses as may be incurred in connection therewith and on such terms as
to evidence and indemnity as the Issuer may reasonably require. Mutilated or defaced Covered Bonds,
Receipts, Coupons or Talons must be surrendered before replacements will be issued.

AGENTS
The names of the initial Agents and their initial specified offices are set out below.

The Issuer is entitled to vary or terminate the appointment of any Paying Agent and/or appoint
additional or other Paying Agents and/or approve any change in the specified office through which
any Paying Agent acts, provided that:

(@) there will at all times be a Fiscal Agent and a Registrar;

(b) so long as the Covered Bonds are listed on any stock exchange or admitted to trading by any
other relevant authority, there will at all times be a Paying Agent (in the case of Bearer
Covered Bonds) which may be the Fiscal Agent and a Transfer Agent (in the case of
Registered Covered Bonds) with a specified office in such place as may be required by the
rules and regulations of the relevant stock exchange (or any other relevant authority);

(c)  [RESERVED];

(d) there will at all times be a Paying Agent in a jurisdiction within Europe, other than the
jurisdiction in which the Issuer is incorporated; and

(e) in the case of CSD Covered Bonds, there will at all times be an CSD Agent authorised to act
as an account holding institution with the CSD and one or more calculation agent(s) where the
Terms and Conditions of the relevant CSD Covered Bonds so require.

In addition, the Issuer shall forthwith appoint a Paying Agent having a specified office in New York
City in the circumstances described in Condition 7.6. Any variation, termination, appointment or
change shall only take effect (other than in the case of winding up or, from the effective date of
withholding on "passthru payments,” where the Paying Agent is an FFI and does not become, or ceases
to be, exempt from withholding under FATCA, when it shall be of immediate effect) after not less
than 30 nor more than 45 days' prior notice thereof shall have been given to the Covered Bondholders
in accordance with Condition 14.

In acting under the Agency Agreement, the Agents act solely as agents of the Issuer and do not assume
any obligation to, or relationship of agency or trust with, any Covered Bondholders, Receiptholders or
Couponholders. The Agency Agreement contains provisions permitting any entity into which any
Paying Agent is merged or converted or with which it is consolidated or to which it transfers all or
substantially all of its assets to become the successor paying agent.

EXCHANGE OF TALONS

On and after the Interest Payment Date on which the final Coupon comprised in any Coupon sheet
matures, the Talon (if any) forming part of such Coupon sheet may be surrendered at the specified
office of the Agent or any other Paying Agent in exchange for a further Coupon sheet including (if
such further Coupon sheet does not include Coupons to (and including) the final date for the payment
of interest due in respect of the Covered Bond to which it appertains) a further Talon, subject to the
provisions of Condition 10.
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NOTICES
Covered Bonds other than CSD Covered Bonds

All notices regarding the Bearer Covered Bonds will be deemed to be validly given if published (a) in
a leading English language daily newspaper of general circulation in London and (b) if and for so long
as the Bearer Covered Bonds are admitted to trading on the regulated market of the Luxembourg Stock
Exchange and listed on the Official List of the Luxembourg Stock Exchange, a daily newspaper of
general circulation in Luxembourg and/or the Luxembourg Stock Exchange's website
(https://www.luxse.com/). It is expected that any such publication in a newspaper will be made in the
Financial Times in London and in the Luxemberger Wort or the Tageblatt in Luxembourg. The Issuer
shall also ensure that notices are duly published in a manner which complies with the rules and
regulations of any stock exchange or any other relevant authority on which the Bearer Covered Bonds
are for the time being listed or by which they have been admitted to trading. Any such notice will be
deemed to have been given on the date of the first publication or, where required to be published in
more than one newspaper, on the date of the first publication in all required newspapers.

All notices regarding the Registered Covered Bonds will be deemed to be validly given if sent by first
class mail or (if posted to an address overseas) by airmail to the holders (or the first named of joint
holders) at their respective addresses recorded in the Registered Covered Bond Register and will be
deemed to have been given on the fourth day after mailing and, in addition, (a) for so long as any
Registered Covered Bonds are admitted to trading on the regulated market of the Luxembourg Stock
Exchange and listed on the Official List of the Luxembourg Stock Exchange, a daily newspaper of
general circulation in Luxembourg and/or the Luxembourg Stock Exchange's website
(https://www.luxse.com/), and (b) a stock exchange or are admitted to trading by another relevant
authority and the rules of that stock exchange or relevant authority so require, such notice will be
published in a daily newspaper of general circulation in the place or places required by those rules.

Until such time as any definitive Covered Bonds are issued, there may, so long as any Global Covered
Bonds representing the Covered Bonds are held in their entirety on behalf of Euroclear and/or
Clearstream, Luxembourg, be substituted for such publication in such newspaper(s) or such mailing
the delivery of the relevant notice to Euroclear and/or Clearstream, Luxembourg for communication
by them to the holders of the Covered Bonds and, in addition, for so long as any Covered Bonds are
listed on a stock exchange or are admitted to trading by another relevant authority and the rules of that
stock exchange or relevant authority so require, such notice will be published in a daily newspaper of
general circulation in the place or places required by the rules of that stock exchange the Luxembourg
Stock Exchange's website (https://www.luxse.com/). Any such notice shall be deemed to have been
given to the holders of the Covered Bonds on the third day after the day on which the said notice was
given to Euroclear and/or Clearstream, Luxembourg.

CSD Covered Bonds

All notices regarding the CSD Covered Bonds will be valid if published in a manner which complies
with the rules and regulations of the relevant act which apply to publicly listed securities and/or any
stock exchange and/or any other relevant authority on which the CSD Covered Bonds are for the time
being listed or by which they have been admitted to trading. Any such notice will be deemed to have
been given on the date of the first publication. Where the Covered Bonds are CSD Covered Bonds,
the Issuer can additionally at its own discretion obtain information from the CSD on the Covered
Bondholders in order to send notices to each Covered Bondholder directly.

Notices given by Covered Bondholders

Notices to be given by any Covered Bondholder shall be in writing and given by lodging the same,
together (in the case of any Covered Bond in definitive form) with the relative Covered Bond or
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Covered Bonds, with the Fiscal Agent (in the case of Bearer Covered Bonds) or the Registrar (in the
case of Registered Covered Bonds). Whilst any of the Covered Bonds are represented by a Global
Covered Bond, such notice may be given by any holder of a Covered Bond to the Fiscal Agent or the
Registrar through Euroclear and/or Clearstream, Luxembourg, as the case may be, in such manner as
the Fiscal Agent, the Registrar and Euroclear and/or Clearstream, Luxembourg, as the case may be,
may approve for this purpose.

MEETINGS OF COVERED BONDHOLDERS, MODIFICATION AND WAIVER
Covered Bonds other than CSD Covered Bonds

The Agency Agreement contains provisions for convening meetings of the Covered Bondholders
(including by way of conference call or by use of a videoconference platform) to consider any matter
affecting their interests, including the sanctioning by Extraordinary Resolution of a modification of
the Covered Bonds, the Receipts, the Coupons or any of the provisions of the Agency Agreement.
Such a meeting may be convened by the Issuer and shall be convened by the Issuer if required in
writing by Covered Bondholders holding not less than 5% in nominal amount of the Covered Bonds
for the time being remaining outstanding. The quorum at any such meeting for passing an
Extraordinary Resolution is one or more persons holding or representing not less than 50% in nominal
amount of the Covered Bonds for the time being outstanding, or at any adjourned meeting one or more
persons being or representing Covered Bondholders whatever the nominal amount of the Covered
Bonds so held or represented, except that at any meeting the business of which includes the
modification of certain provisions of the Covered Bonds, the Receipts or the Coupons (including
modifying the date of maturity of the Covered Bonds or any date for payment of interest thereon,
reducing or cancelling the amount of principal or the rate of interest payable in respect of the Covered
Bonds or altering the currency of payment of the Covered Bonds, the Receipts or the Coupons or
amending the Deed of Covenant in certain respects)), the quorum shall be one or more persons holding
or representing not less than two-thirds in nominal amount of the Covered Bonds for the time being
outstanding, or at any adjourned such meeting one or more persons holding or representing not less
than one-third in nominal amount of the Covered Bonds for the time being outstanding. An
Extraordinary Resolution passed at any meeting of the Covered Bondholders shall be binding on all
the Covered Bondholders, whether or not they are present at the meeting, and on all Receiptholders
and Couponholders.

The Issuer and the Fiscal Agent shall agree, without the consent of the Covered Bondholders,
Receiptholders or Couponholders, to:

Q) any modification to any Series of Covered Bonds, the terms and conditions applying to
Covered Bonds of one or more Series (including these Terms and Conditions), the Receipts,
the Coupons, the Agency Agreement, the Deed of Covenant or any other document that has
been entered into by the Issuer in relation to the Programme which (i) the Issuer in its sole
discretion determines is not prejudicial to the interests of the Covered Bondholders and (ii)
will not cause a downgrade in the ratings of the Covered Bonds; or

(i) any modification to any Series of Covered Bonds, the terms and conditions applying to
Covered Bonds of one or more Series (including these Terms and Conditions), the Receipts,
the Coupons, the Agency Agreement, the Deed of Covenant or any other document that has
been entered into by the Issuer in relation to the Programme which, in the opinion of the Issuer,
is of a formal, minor or technical nature or is made to correct a manifest or proven error or to
comply with mandatory provisions of the law or to comply with the provisions of Directive
(EU) 2019/2162 and/or Regulation (EU) 2019/2160 as implemented into Icelandic law and/or
to comply with the provisions of the Icelandic Covered Bond Act.
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Pursuant to Condition 15(a)(i) above, the Issuer shall be entitled to determine in its sole discretion that
any modification required in order to accommodate the substitution of a Rating Agency with respect
to any Series of Covered Bonds will not be prejudicial to the interests of the Covered Bondholders
provided that the relevant modifications are required to accommodate equivalent or higher rating
criteria of the replacement Rating Agency. In such case, the related ratings requirements specified by
and/or relating to such Rating Agency to be substituted (including those specified in the Deed of
Covenant) shall be amended to refer to the respective ratings requirements of the replacement Rating
Agency.

Any such modification shall be binding on the Covered Bondholders, the Receiptholders and the
Couponholders and any such modification shall be notified to the Covered Bondholders in accordance
with Condition 14 as soon as practicable thereafter.

In relation to modifications made pursuant Conditions 15(a)(i) and 15(a)(ii) above, the Issuer shall
consider the interest of the Covered Bondholders and in the event that the Issuer proposes any
modification to the Agency Agreement, the Covered Bonds, the Receipts, the Coupons, the Deed of
Covenant or any other document that has been entered into by the Issuer in relation to the Programme,
the Agents shall assume without further enquiry that the conditions set out in this Condition 15 have
been satisfied.

CSD Covered Bonds

The Issuer may, in its capacity as CSD Agent, convene meetings of the holders of CSD Covered Bonds
to consider any matter affecting their interests, including sanctioning by a majority of votes a
modification of the CSD Covered Bonds. Such a meeting may be convened by the Issuer or by the
holders of not less than 10 per cent. of the Voting CSD Covered Bonds. For the purpose of this
Condition 15, Voting CSD Covered Bonds means the aggregate nominal amount of the total number
of CSD Covered Bonds not redeemed or otherwise deregistered in the CSD, less the CSD Covered
Bonds owned by the Issuer, any party who has decisive influence over the Issuer or any party over
whom the Issuer has decisive influence.

The quorum at a meeting for passing a resolution is one or more persons holding at least one half of
the Voting CSD Covered Bonds or at any adjourned meeting one or more persons being or representing
holders of Voting CSD Covered Bonds whatever the nominal amount of the CSD Covered Bonds so
held or represented, except that at any meeting the business of which includes the modification of
certain provisions of the CSD Covered Bonds (including modifying the date of maturity of the CSD
Covered Bonds or any date for payment of interest thereof, reducing or cancelling the amount of
principal or the rate of interest payable in respect of the CSD Covered Bonds or altering the currency
of payment of the CSD Covered Bonds), the quorum shall be one or more persons holding or
representing not less than two-thirds in aggregate nominal amount of the Voting CSD Covered Bonds
for the time being outstanding, or at any adjourned such meeting one or more persons holding or
representing not less than one-third in aggregate nominal amount of the Voting CSD Covered Bonds.
A resolution passed at any meeting of the holders of CSD Covered Bonds shall be binding on all the
holders, whether or not they are present at such meeting. If and whenever the Issuer has issued and
has outstanding CSD Covered Bonds of more than one Series, (i) a resolution which affects the CSD
Covered Bonds of only one Series shall be deemed to have been duly passed if passed at a separate
meeting of the holders of the CSD Covered Bonds of that Series; (ii) a resolution which affects the
CSD Covered Bonds of more than one Series but does not give rise to a conflict of interest between
the holders of CSD Covered Bonds of any of the Series so affected shall be deemed to have been duly
passed if passed at a single meeting of the holders of the CSD Covered Bonds of all the Series so
affected; and (iii) a resolution which affects the CSD Covered Bonds of more than one Series and
gives or may give rise to a conflict of interest between the holders of the CSD Covered Bonds of one
Series or group of Series so affected and the holders of the CSD Covered Bonds of another Series or
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group of Series so affected shall be deemed to have been duly passed only if it is duly passed at separate
meetings of the holders of the CSD Covered Bonds of each Series or group of Series so affected.

The Issuer, in its capacity as CSD Agent, may in certain circumstances, without the consent of the
holders of the CSD Covered Bonds, make decisions binding on all holders relating to the Conditions
which are not in its opinion, materially prejudicial to the interests of the holders of the CSD Covered
Bonds or are required to comply with the provisions of Directive (EU) 2019/2162 and/or Regulation
(EVU) 2019/2160 as implemented into Icelandic law and/or to comply with the provisions of the
Icelandic Covered Bond Act. The Issuer shall consider the interest of the holders of CSD Covered
Bonds while making such decisions.

FURTHER ISSUES

The Issuer shall be at liberty from time to time without the consent of the Covered Bondholders, the
Receiptholders or the Couponholders to create and issue further covered bonds having terms and
conditions the same as the Covered Bonds or the same in all respects save for the amount and date of
the first payment of interest thereon and the date from which interest starts to accrue and so that the
same shall be consolidated and form a single Series with the outstanding Covered Bonds.

THE CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce any term or condition of this Covered Bond under the
Contracts (Rights of Third Parties) Act 1999, but this does not affect any right or remedy of any person
which exists or is available apart from that Act.

GOVERNING LAW AND SUBMISSION TO JURISDICTION
Governing law

The Agency Agreement, the Deed of Covenant, the Covered Bonds (except for Condition 3 and for
CSD Covered Bonds, respectively), the Receipts and the Coupons and any non-contractual obligations
arising out of or in connection with the aforementioned, are governed by, and shall be construed in
accordance with, English law. Condition 3 of the Covered Bonds and the CSD Covered Bonds are
governed by, and shall be construed in accordance with, Icelandic law.

Submission to jurisdiction

The Issuer irrevocably agrees, for the benefit of the Covered Bondholders, the Receiptholders and the
Couponholders, that the courts of England are to have jurisdiction to settle any disputes which may
arise out of or in connection with the Covered Bonds (other than the CSD Covered Bonds), the
Receipts and/or the Coupons (including a dispute relating to any non-contractual obligations arising
out of or in connection with the Covered Bonds, the Receipts and/or the Coupons) and accordingly
submits to the exclusive jurisdiction of the English courts. The Issuer irrevocably agrees that any
dispute arising out of the CSD Covered Bonds shall be subject to the exclusive jurisdiction of the
District Court of Reykjavik. Legal action taken in respect of the CSD Covered Bonds under this
Condition 18 may be proceeded with in accordance with the Act on Civil Procedure No. 91/1991,
chapter 17.

The Issuer waives any objection to the courts of England on the grounds that they are an inconvenient
or inappropriate forum. The Covered Bondholders, the Receiptholders and the Couponholders, may
take any suit, action or proceedings (together referred to as Proceedings) arising out of or in
connection with the Covered Bonds, the Receipts and the Coupons (including any Proceeding relating
to any non-contractual obligations arising out of or in connection with the Covered Bonds, the Receipts
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and/or the Coupons) against the Issuer in any other court of competent jurisdiction and concurrent
Proceedings in any number of jurisdictions.

Appointment of Process Agent

The Issuer appoints Law Debenture Corporate Services Limited at its registered office at 8th Floor
100 Bishopsgate, London EC2N 4AG as its agent for service of process in England, and undertakes
that, in the event of Law Debenture Corporate Services Limited ceasing so to act or ceasing to be
registered in England, it will appoint another person as its agent for service of process in England in
respect of any Proceedings. Nothing herein shall affect the right to serve proceedings in any other
manner permitted by law.

Waiver of immunity

The Issuer hereby irrevocably and unconditionally waives with respect to the Covered Bonds, the
Receipts and the Coupons any right to claim sovereign or other immunity from jurisdiction or
execution and any similar defence and irrevocably and unconditionally consents to the giving of any
relief or the issue of any process, including without limitation, the making, enforcement or execution
against any property whatsoever (irrespective of its use or intended use) of any order or judgment
made or given in connection with any Proceedings.

Other documents

The Issuer has in the Agency Agreement and the Deed of Covenant submitted to the jurisdiction of
the English courts, appointed an agent for service of process and waived immunity in terms
substantially similar to those set out above.

DEFINITIONS
In these Conditions the following words shall have the following meanings:

Cover Pool Swap Agreement means the ISDA Master Agreement, schedule and confirmation(s) (as
amended and supplemented from time to time) relating to the Cover Pool Swap entered into from time
to time between the Issuer and the Cover Pool Swap Provider;

Cover Pool Swap Provider means the third party counterparties in their respective capacities as cover
pool swap provider under a Cover Pool Swap Agreement;

Cover Pool Swap means the Cover Pool swap which enables the Issuer to convert ISK interest
payments (less a client margin) received by the Issuer in respect of assets (other than Swaps) registered
to the Cover Pool into floating or fixed payments (as the case may be) payments linked to the interest
rate payable on the Covered Bonds;

Cover Pool means the pool of eligible assets recorded in the Register maintained by the Issuer in
accordance with the Icelandic Covered Bond Act;

Currency Swap Agreement means the ISDA Master Agreement, schedule, credit support annex (if
applicable) and confirmation(s) (as amended and supplemented from time to time) relating to the
Currency Swap(s) entered into from time to time between the Issuer and each Currency Swap Provider;

Currency Swap Provider means any reference or actual (as the context requires) third party
counterparty;
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Currency Swap means each currency swap which enables the Issuer to hedge currency risks arising
from (a) Covered Bonds which are issued in currencies other than ISK and (b) if required, assets (other
than Mortgage Bonds) which are registered to the Cover Pool and are denominated in ISK;

Indexed Currency Swap Agreement means the ISDA Master Agreement, schedule and
confirmation(s) (as amended and supplemented from time to time) relating to the Indexed Currency
Swap(s) entered into from time to time between the Issuer and each Indexed Currency Swap Provider;

Indexed Currency Swap Provider means the third party counterparties in their respective capacities
as indexed currency swap provider under an Indexed Currency Swap Agreement;

Indexed Currency Swap means each currency swap which enables the Issuer to hedge currency and
inflation risks arising from (a) Covered Bonds which are issued in currencies other than ISK and not
indexed linked and (b) assets which are registered to the Cover Pool and are denominated in ISK and
indexed linked,;

Interest Rate Swap Agreement means the ISDA Master Agreement, schedule and confirmation(s)
(as amended and supplemented from time to time) relating to the Interest Rate Swap(s) entered into
from time to time between the Issuer and each Interest Rate Swap Provider;

Interest Rate Swap Provider means the third party counterparties in their respective capacities as
interest rate swap provider under an Interest Rate Swap Agreement;

Interest Rate Swap means each single currency interest rate swap which enables the Issuer to hedge
the Issuer's interest rate risks in ISK and/or other currencies to the extent that they have not been
hedged by the Cover Pool Swap or a Currency Swap;

Rating Agency means any rating agency engaged by the Issuer to assign a rating to a Series of Covered
Bonds including any successor to any such rating agency's rating business, and Rating Agencies shall
be construed accordingly.

records of Euroclear, Clearstream, Luxembourg and the CSD means the records that each of
Euroclear, Clearstream, Luxembourg and the CSD holds for its customers which reflect the amount of
such customer's interest in the Covered Bonds;

Register has the meaning given to it in the Icelandic Covered Bond Act;

Relevant Percentage means, from time to time, the proportion which the outstanding principal
amount of the relevant Series of Covered Bonds bears to the aggregate of the outstanding principal
amounts of all series of Covered Bonds outstanding; and

Swap Providers means the Cover Pool Swap Provider, each Currency Swap Provider, each Interest
Rate Swap Provider and each Indexed Currency Swap Provider.
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USE OF PROCEEDS

The net proceeds from each issue of Covered Bonds will be applied by the Issuer for general funding purposes,
which include making a profit and/or hedging certain risks.
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OVERVIEW OF THE ICELANDIC LEGISLATION REGARDING COVERED BONDS
Introduction

The Icelandic Act on Covered Bonds No. 11/2008 (as amended with Acts No. 35/2008, No. 71/2019, No.
91/2019 and No. 7/2023) (the Icelandic Covered Bond Act) was adopted by the Icelandic Parliament on 4
March 2008 but amended and restated with an Act adopted by Parliament on 23 February 2023. This legislation
enables Icelandic commercial banks, savings banks and credit undertakings which have been licensed to issue
covered bonds as defined therein.

The following summary contains a general summary of the Icelandic Covered Bond Act, and does not entirely
apply to the Covered Bonds issued pursuant to the proposed Programme, and should not be construed as being
an exhaustive presentation or description of all aspects regarding the Icelandic Covered Bond Act.

Covered Bonds

The Icelandic Covered Bond Act defines "covered bonds" (Ice: sértryggd skuldabréf) as bonds and other
unilateral, unconditional, written debt obligations which enjoy a right of priority over the cover pool of the
issuer and which are issued in compliance with the Icelandic Covered Bond Act.

The Icelandic Covered Bond Act has been amended and restated (by way of Act no. 7/2023) and the Rules
have been amended and restated (as Rules No. 190/2023) to comply with and transpose the EU Covered Bond
Rules. Whilst certain non-mandatory provisions of the Covered Bond Directive have not been implemented
into Icelandic legislation, covered bonds that fulfil the requirements set forth in the Icelandic Covered Bond
Act, which inter alia requires that the assets included in the cover pool must meet the criteria set out in Article
129 of the CRR and appurtenant regulations may be marketed under the label 'European Covered Bond' (lIce:
evropsk sértryggd skuldabréf) or 'European Covered Bond (Premium)' (Ice: evropsk sértryggd skuldabréf
(trvals)), or under the official translation of the same terms of another member state of the EEA.

Cover Pool

The Icelandic Covered Bond Act defines a "cover pool” as the collection of bonds, substitute collateral and
other assets that have been registered on a register in accordance with Chapter VI of the Icelandic Covered
Bond Act and covered bondholders and counterparties of the Issuer under derivative agreements have a priority
claim to seek enforcement in respect of such assets in accordance with the Icelandic Covered Bond Act.

Pursuant to Article 129 of the CRR, in order to qualify for the preferential treatment set out in paragraph 4 and
5 of that Article, covered bonds need to be collateralised by the following eligible assets:

@) to or guaranteed by central governments, the ESCB central banks, public sector entities, regional
governments or local authorities in the EEA;

(b) exposures to or guaranteed by third country central governments, third-country central banks,
multilateral development banks, international organisations that qualify for the credit quality step 1,
and exposures to or guaranteed by third-country public sector entities, third-country regional
governments or third- country local authorities that are risk weighted as exposures to institutions or
central governments and central banks in accordance with Article 115(1) or (2), or Article 116(1), (2)
or (4) respectively and that qualify for the credit quality step 1, and exposures within the meaning of
this point that qualify as a minimum for the credit quality step 2, provided that they do not exceed 20
per cent. of the nominal amount of outstanding covered bonds of the issuing institutions;

(© exposures to credit institutions that qualify for credit quality step 1 or credit quality step 2, or exposures

to credit institutions that qualify for credit quality step 3 where those exposures are in the form of (i)
short-term deposits with an original maturity not exceeding 100 days, where used to meet the cover
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pool liquidity buffer requirement of Article 16 of the Covered Bond Directive; or (ii) derivative
contracts that meet the requirements of Article 11(1) of that Directive, where permitted by the
competent authorities, and meet the exposure requirements set out in paragraph 1a of Article 129 of
the CRR;

loans secured by residential property up to the lesser of the principal amount of the liens that are
combined with any prior liens and 80 per cent. of the value of the pledged properties. The limit of 80
per cent. shall apply on a loan-by-loan basis, shall determine the portion of the loan contributing to the
coverage of liabilities attached to the covered bond, and shall apply throughout the entire maturity of
the loan;

residential loans fully guaranteed by an eligible protection provider referred to in Article 201 of the
CRR qualifying for the credit quality step 2 or above, where the portion of each of the loans that is
used to meet the requirement set out in this paragraph for collateralisation of the covered bond does
not represent more than 80 per cent. of the value of the corresponding residential property located in
France, and where a loan-to-income ratio respects at most 33 per cent. when the loan has been granted.
There shall be no mortgage liens on the residential property when the loan is granted, and for the loans
granted from 1 January 2014 the borrower shall be contractually committed not to grant such liens
without the consent of the credit institution that granted the loan. The loan-to-income ratio represents
the share of the gross income of the borrower that covers the reimbursement of the loan, including the
interests. The protection provider shall be either a financial institution authorised and supervised by
the competent authorities and subject to prudential requirements comparable to those applied to
institutions in terms of robustness or an institution or an insurance undertaking. It shall establish a
mutual guarantee fund or equivalent protection for insurance undertakings to absorb credit risk losses,
whose calibration shall be periodically reviewed by the competent authorities. Both the credit
institution and the protection provider shall carry out a creditworthiness assessment of the borrower;

loans secured by commercial immovable property up to the lesser of the principal amount of the liens
that are combined with any prior liens and 60 per cent. of the value of the pledged properties. Loans
secured by commercial immovable property are eligible where the loan-to-value ratio of 60 per cent.
is exceeded up to a maximum level of 70 per cent. if the value of the total assets pledged as collateral
for the covered bonds exceed the nominal amount outstanding on the covered bond by at least 10 per
cent., and the bondholders' claim meets the legal certainty requirements set out in Chapter 4 of the
CRR. The bondholders' claim shall take priority over all other claims on the collateral;

loans secured by maritime liens on ships up to the difference between 60 per cent. of the value of the
pledged ship and the value of any prior maritime liens;

Acrticle 129 of the CRR further provides that the following criteria must be met:

(@)

(b)

immovable property and ships collateralising covered bonds that comply with the CRR, the
requirements set out in Article 208 of the CRR shall be met. The monitoring of property values in
accordance with point (a) of Article 208(3) of the CRR shall be carried out frequently and at least
annually for all immovable property and ships;

covered bonds shall be subject to a minimum level of 5 per cent. of overcollateralisation as defined in
point (14) of Article 3 of the Covered Bond Directive. For these purposes, the total nominal amount
of all cover assets as defined in point (4) of Article 3 of that Directive shall be at least of the same
value as the total nominal amount of outstanding covered bonds (‘'nominal principle"), and shall consist
of eligible assets as set out above, subject to the authorisation of member states to set a lower minimum
level of overcollateralisation for covered bonds or authorise their competent authorities to set such a
level; and
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(© eligible assets listed above may be included in the cover pool as substitution assets as defined in point
(13) of Article 3 of the Covered Bond Directive, subject to the limits on credit quality and exposure
size set out in paragraphs 1 and 1a of Article 129 of the CRR.

A cover pool will consist primarily of mortgage bonds secured against residential property; industrial, office
or commercial property; agricultural property; debt instruments including those issued by the Icelandic
government or other member state, municipality in Iceland or in another member state, or guaranteed by such
member state within the EEA and certain substitute collateral (Substitute Collateral) up to a specific limit of
the value of the relevant cover pool. These assets are to be kept separate from the other business operations of
the issuer, as further described under "The Register” below. The Icelandic Covered Bond Act defines a bond
as a written debt instrument whereby an issuer recognises unilaterally and unconditionally its obligations to
make specific monetary payments.

The Icelandic Covered Bond Act requires that the total current value (in Icelandic "uppreiknud heildarfjarhaed
hofudstols™) of the mortgage bonds and other assets in the cover pool that is to serve as collateral for a specific
class of covered bonds shall always exceed the total current value (in Icelandic "uppreiknud heildarfjarhad
hoéfudstols™) of the principal of the same class of covered bonds (see further "Coverage Requirements" below).

The Financial Supervisory Authority and the Central Bank

The issue of covered bonds requires a licence from the Icelandic FSA, which is also the supervisory authority
for the business operations of the Issuer conducted in connection with the issue of covered bonds. Effective 1
January 2020 the Icelandic FSA was merged with the Icelandic Central Bank and subject to a new Act on the
Central Bank No. 92/2019 (CBA). There has been no change to tasks entrusted to these two institutions. There
is however integration of tasks within one institution, of governance and decision-making arrangements, as
further set out in the CBA, as well as Act No. 91/2019 on amendment to various Acts as a consequence of the
merger between the Central Bank and the Icelandic FSA. A licence from the Icelandic FSA requires, inter
alia, that the issuance complies with the Icelandic Covered Bond Act and that a certified public accountant
certifies that the Issuer's budget and accounts demonstrate that its financial situation is stable enough not to
jeopardise the interests of other creditors. Furthermore, the Icelandic FSA may grant the licence subject to
specified conditions.

The Icelandic FSA may revoke an issuer's license to issue covered bonds if (a) the issuer no longer fulfils the
requirements to issue covered bonds; (b) the issuer's budget, as attested to by a certified public accountant,
demonstrates that its financial situation is no longer sufficiently sound so that the issuance of covered bonds
will jeopardise the interests of other creditors; or (c) the issuer violates provisions of the Icelandic Covered
Bond Act or rules adopted by virtue of it. If the Icelandic FSA revokes the issuer's license to issue covered
bonds it shall decide how to terminate such activities of the issuer.

An issuer of covered bonds must annually deliver to the Icelandic FSA a report, in such format as the FSA
decides, containing information on (a) cover pool assets, including liquid assets, and how they are segregated
from the issuer's other assets; (b) compliance with matching rules; (c) conditions for covered bonds' maturity
extensions, as applicable; and (d) the monitoring activities of the Independent Inspector.

Subject to Icelandic FSA's authorisation, previously issued bonds and other comparable debt instruments
which were issued for the purpose of financing the assets in a cover pool may be converted to covered bonds
under the Icelandic Covered Bond Act. The term 'covered bond' may be used for covered bonds issued prior
to 1 March 2023 that complied with the requirements laid down prior to the implementation of the EU Covered
Bond Rules, as applicable on the date of their issue. The same applies to tap issues of covered bonds issued
between 1 March 2023 and 31 December 2024, provided that those issues comply with certain requirements.
The Icelandic FSA has issued Rules No. 190/2023 on covered bonds, replacing Rules No. 528/2008, that
concern among other things the conditions for being granted a licence to issue covered bonds, appraisal and
revaluation of the assets in the cover pool, matching rules, assets that may be considered for the liquidity
buffer, derivative agreements, the cover bond register and the eligibility and reporting of the independent
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inspector and reporting of the Issuer to the Icelandic FSA (the Rules). The Rules are issued with reference to
the Icelandic Cover Bond Act and elaborate on the provisions of the Act. Effective 1 January 2020 rules on
covered bonds, may be issued by the Central Bank, cf. article 25 of the Icelandic Covered Bond Act.

The Register

The rights of priority that covered bondholders have over the cover pool, which rank junior to swap providers
in respect of the derivative agreements related to the covered bonds or the cover pool, arise from a registration
being made in a register kept by the issuer (referred to herein as the Register). The Register shall always
show, among other things, (1) the nominal value, interest terms, and final maturity dates of the covered bonds
(2) the types of assets in the cover pool, and (3) in respect of each mortgage bond in the cover pool, the name
of the underlying borrowers, their 1D no., the nominal value of the loan, date of issue, maturity, terms of
instalments and interest. Furthermore, the Register shall show the appraisal of the collateral security in the
cover pool, when the appraisal was made and the premises used. Mortgage bonds in a cover pool must be
endorsed showing they are part of a cover pool and have been entered in the Register as provided in Chapter
VI of the Icelandic Covered Bond Act. The endorsement shall also indicate that the mortgage bond is to secure
priority rights of a specific class of covered bonds.

Independent Inspector (“"Sjalfsteedur skodunarmadur')

The Icelandic FSA shall supervise the Issuer to ensure that the Issuer acts in accordance with the Icelandic
Covered Bond Act and other applicable legislation and regulations that govern the Issuer's operations. The
Issuer must appoint an independent inspector, and this appointment must be approved by the Icelandic FSA.
Further, the appointee must meet the qualification requirements set forth in the Rules of the Icelandic Central
Bank. The independent inspector is assigned the task of monitoring that the Register is maintained in
accordance with the provisions of the Icelandic Covered Bond Act and verifying that the valuation of collateral
for debt instruments in the cover pool is based on the prescribed methodology. Furthermore, the Independent
Inspector is tasked with the ongoing monitoring of a cover pool liquidity buffer and the dissemination of
information to investors. The independent inspector shall semi-annually deliver a report to the Icelandic FSA
on his observations, and immediately inform the Icelandic FSA of any circumstances he becomes aware of,
that could affect the Icelandic FSA's assessment of the Issuer, as frequently and in such format as the Icelandic
FSA decides, or above and beyond this if exceptional circumstances so warrant, among other things.

Investor Information

Pursuant to the Icelandic Covered Bond Act, issuers of covered bonds are required to provide information on
their covered bond programmes. The information must be sufficiently detailed to allow investors to assess the
profile and risks of that programme and to carry out their due diligence. At least on a quarterly basis the
following minimum information shall be published:

@) the value of the cover pool and outstanding covered bonds;

(b) the International Securities Identification Numbers (ISINs) for all covered bond issues under that
programme, to which an ISIN has been attributed;

©) the geographical distribution and type of assets in the cover pool, the size of loans in the cover pool
and valuation method of the cover pool assets;

(d) the market risk, including interest rate risk and currency risk, and credit and liquidity risks;

(e the maturity structure of cover pool assets and covered bonds, including an overview of maturity
extension triggers;
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U] the levels of required and available coverage, and the levels of statutory, contractual and voluntary
overcollateralisation above what is required by the Icelandic Covered Bond Act; and

()] the percentage of loans that are more than 90 days past due or are otherwise considered to be in default
pursuant to Article 178 of CRR.

Eligible Cover Pool Assets

The cover pool consists primarily of mortgage bonds issued by borrowers against collateral in the form of real
property or public credit (i.e. loans to creditors with high credit worthiness, such as the State of Iceland,
Icelandic municipalities and foreign central banks). Collateral for mortgage bonds shall consist of (a) pledged
real property designated for residential purposes; (b) pledged real property designated for industrial, office or
business purposes, and (c) pledged real property designated for agricultural purposes. The collateral may form
part of the cover pool only to the extent that the ratio of the principal balance of the mortgage bond compared
to the Market Value (the LTV) in relation to the collateral does not exceed (a) 80% of the Market Value for
real property designated for residential purposes, (b) 70% of the Market Value for real property designated for
agricultural purposes and (c) 60% of the Market Value for real property designated for industrial office or
commercial purposes. Furthermore, the mortgage bonds issued against mortgages in residential, industrial,
office, commercial or agricultural purposes may not be registered in the cover pool if payment is in arrears for
90 days or more.

The cover pool may also include a limited proportion of Substitute Collateral. The Substitute Collateral may
constitute no more than 20% of the cover pool. The Icelandic FSA may, however, approve that the Substitute
Collateral constitutes as much as 30% of its value.

The Market Value of real properties is assessed by an appraisal which must be based on the selling price in
recent transactions with comparable properties. The Issuer shall regularly monitor the development of such
selling prices. If the Market Value of collateral in the cover pool (i.e. the underlying mortgaged real estate)
substantially decreases, the amount of the value of the assets in the cover pool shall be decreased to ensure that
the LTV lies within the limits described above.

Coverage Requirements

The Icelandic Covered Bond Act requires the value of the assets in the cover pool at all times to exceed the
value of the claims against the cover pool. The percentage level by which the value of the cover pool exceeds
the nominal value of the liabilities, relating to the issued and outstanding covered bonds, along with all accrued
interests, from time to time is known as "overcollateralisation". The Icelandic Covered Bond Act requires a
minimum overcollateralisation of 5 per cent. and the Issuer undertakes under Condition 4 (Compliance with
the Icelandic Covered Bond Act) to comply with all provisions of the Icelandic Covered Bond Act, and the
related Rules, as amended from time to time.

Moreover, instalments and other cash flows accruing on the assets in the cover pool and from derivative
agreements shall be in such a manner that at any given time the issuer can meet all its financial obligations to
covered bondholders and counterparties to derivative agreements.

In order to maintain a suitable balance between the cover pool and the corresponding covered bond programme,
the issuer (a) must ensure that the assets in the cover pool (including Substitute Collateral) are valued having
proper regard to currency exchange rates, interest rates, maturity dates, and other relevant factors; and (b) may
enter into derivative agreements for the purpose of achieving this balance.

Liquidity Buffer

The Icelandic Covered Bond Act requires that an issuer must maintain a cover pool liquidity buffer to cover
the maximum cumulative net liquidity outflow on the covered bonds and related derivative contracts over the
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next 180 days. Where the maturity of covered bonds can be extended, for the calculation of the net liquidity
outflow it may be assumed that the principal amount of the covered bonds is to be repaid on the extended
maturity date as determined in the contractual terms and conditions of the covered bond.

The Rules on Covered Bonds further define the assets that the liquidity buffer may consist of. Pursuant to the
Rules on Covered Bonds, the liquidity buffer can only consist of (i) assets that qualify as level 1, level 2A or
level 2B assets pursuant to the LCR Regulation and not issued by the credit institution issuing the covered
bonds itself, its parent undertaking, other than a public sector entity that is not a credit institution, its subsidiary
or another subsidiary of its parent undertaking or by a securitisation special purpose entity with which the
credit institution has close links, or (ii) short-term exposures to credit institutions that qualify for credit quality
step 1 or 2, or credit step 3, subject to the conditions in point (c) of Article 129(1) of Regulation (EU) No
575/2013 (as amended). It should also be noted that the Icelandic Covered Bond Act specifically states that
the uncollateralised claims from exposures considered in default pursuant to Article 178 of CRR cannot
contribute to the cover pool liquidity buffer.

Extendable Maturity Structures

The Icelandic Covered Bond Act allows for the exercise of extendable maturity (aka 'soft bullet’) pursuant to
the transposing of the EU Covered Bond Rules. Any such extension of maturity shall be subject to the approval
of the Icelandic FSA. If approval is not granted, the maturity of the covered bond cannot be extended. Under
the Icelandic Covered Bond Act, such approval is subject to the following conditions:

@) that the deferral is necessary for the purposes of:

M preventing default on a covered bond or a derivative contract without the sale of assets at a
substantial discount;

(i) early intervention by the Financial Supervisory Authority or the resolution of the issuer
achieving the objective of Act No. 70/2020 on Resolution of Credit Institutions and
Investment Firms; or

(iii)  optimising the claims of Covered Bondholders and counterparties of derivative contracts or
counterparties in derivative contracts upon the winding-up or liquidation of the Issuer;

(b) that the deferral is explicitly authorised pursuant to the terms and conditions of the covered bond,
which set out the final maturity date, the maturity extension triggers, the consequences that insolvency
or resolution of the issuer may have on the extension and the role of the Financial Supervisory
Authority with regard to such deferral; and

©) that the deferral does not affect the maturity schedule of other covered bonds collateralised by the
same cover pool.

Furthermore, an issuer, or, upon winding-up of the issuer, its winding-up committee, is required to promptly
inform the covered bondholders of the deferral of the maturity of the covered bonds and the duration of such
deferral. The terms and conditions of the relevant covered bond shall otherwise determine what is required to
be communicated by the relevant issuer to covered bondholders with respect to the maturity of their covered
bonds.

With respect to paragraph (a)(ii) above, the objective of the Act referred to therein (as set out in Article 1 of
such Act) is to preserve financial stability and minimise the adverse effects of financial shocks by protecting
insured deposits and investors, client assets and the continuity of the undertaking's critical functions and
minimising the risk of distribution of funds from the National Treasury of Iceland.
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Rights of Priority

In the event of winding up of the issuer, covered bondholders and derivative agreement counterparties are
entitled to rights of priority to the assets in the cover pool that are registered in the Register, as well as over
the funds that originate from those assets.

Handling of assets in the event of winding up of the Issuer

If an Issuer enters into resolution, financial restructuring, bankruptcy or winding up proceedings, any issued
covered bonds do not fall due. Furthermore, any derivative agreements entered into by the Issuer in relation
thereto shall not accelerate upon the winding of the Issuer and such agreements may not include provisions on
automatic closing of contracts under such circumstances. In case of the winding up of the issuer, the winding
up committee shall keep the covered bonds, Substitute Collateral and other assets in the cover pool segregated
from other assets of the Issuer's estate. The same shall apply to funds and other assets substituted for the
covered bonds, Substitute Collateral and other assets in the cover pool, or paid in respect of such assets. Such
separation shall be maintained until claims arising from the covered bonds have been paid in full.

The winding up committee shall also keep derivative agreements, and funds returned by such assets or which
must be paid from the cover pool to the counterparties to those derivative agreements, separate from other
assets of the Issuer’s estate.

Payments received by the Issuer after the date of a winding up order in respect of funds and other assets
substituted for the covered bonds, Substitute Collateral and other assets in the cover pool intended for payment
of claims, including fulfilment of derivative agreements, shall be entered in the Register by the winding up
committee.

However, Article 17(1) of the Icelandic Covered Bond Act states that the winding up committee shall fulfil
the Issuer's commitments under the covered bonds and derivative agreements using mortgage bonds and other
assets in the cover pool and payments received on such assets provided these assets are listed in the register.

The separation of the cover pool shall be maintained until claims arising from the covered bonds have been
paid in full. The general rule is that to the extent that a cover pool is not sufficient to cover the covered bonds
and derivative agreements, the covered bondholders may continue to file claims as non-preferential creditors
of the Issuer and to receive dividends from the other assets of the Issuer and be ranked pari passu with other,
general and non-prioritised non-preferential creditors of the Issuer.

Under the act on Bankruptcy etc. no. 21/1991 (the Bankruptcy Act), the covered bondholders' priority rights
to the cover pool rank third after(1) third party's assets held by the Issuer, provided that the third party can
prove his entitlement to the asset (no such third party's assets should be a part of the cover pool); (2) (i) certain
bankruptcy costs, (ii) third party claims incurred after the date of the winding up order due to agreements made
on behalf of the bankruptcy estate by the winding up committee or to liability for losses incurred by third
parties as a result of any negligent act of the bankruptcy estate; and (iii) lawful third party claims, including
claims due to derivative agreements concluded in accordance with the provisions of the Icelandic Covered
Bond Act, incurred by the estate after the date of a moratorium order or a composition proceedings order, if
applicable.

Where the Issuer seeks composition with creditors, the composition arrangement will not affect claims which
benefit from security (such as the claims of Covered Bondholders), to the extent the security is sufficient to
pay the claim and the security interest will not cease to exist as a result of the composition arrangements.
However, according to article 60(4) of the Bankruptcy Act, if the creditor values the collateral as being
insufficient to meet his claim, he may (in order to increase the chances of recovery) partly waive his right to a
secured claim and thereby partly obtain a contractual claim on the debtor, to the extent of such waiver.
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The part of the winding up costs that concerns the covered bonds, the cover pool, and payments with respect
to the covered bonds, cover pool or derivative agreements shall be paid from the cover pool. Payments received
by the issuer after the date of the winding up order in accordance with the terms and conditions governing the
cover pool should be entered in the Register.

Notwithstanding the provisions of Chapter XX of the Bankruptcy Act actions taken by the Issuer in accordance
with the Icelandic Covered Bond Act, including the delivery of funds or Substitute Collateral to the cover pool,
payments on the cover pool, or disposal of funds from the cover pool to fulfil obligations under a covered bond
or a derivative agreement concluded in accordance with the Icelandic Covered Bond Act and in connection
with the cover pool, shall not be subject to annulment or claw-back.

In relation to specific risk factors of the Icelandic Covered Bond Act that have been identified, please see the
section on "Risk Factors" above.

The Rules

The Rules provide further detail on a few issues described in the Icelandic Covered Bond Act. Below is a
short summary of the main sections of the Rules:

The Rules list the documents to be submitted to the Icelandic FSA by the issuer when the issuer seeks Icelandic
FSA's license to issue covered bonds. Such documents include, i.e., approvals, descriptions of the proposed
programme, the issuer's budget, information and requirements concerning IT systems, etc.

The Rules describe the assets which are eligible to be registered to the cover pool and how such asset's
eligibility shall be evaluated.

The Rules provide further clarifications with respect to the matching requirements described above and provide
a method of calculating the present value of assets/liabilities in relation thereto. The Rules prescribe that the
Issuer shall complete such calculations as often as deemed necessary and at least on a weekly basis.

The Rules provide for certain restrictions to the provisions and counterparties of derivative agreements. Such
agreements may not include provisions on automatic closing of contracts upon the winding up or resolution of
the issuer, or similar insolvency events. Furthermore, the counterparties to derivative agreements be rated as
qualifying for credit quality steps 1 or 2, as defined in Annex IIl of Regulation (EU) No. 2016/1799 (as
amended), by a registered or certified credit rating agency in accordance with Regulation (EU) No. 1060/2009
(as amended). Such rating must be in place at the beginning of the contract making process for the relevant
derivative agreement and cover both the institutions short- and long-term ratings. However, issuers may with
the prior approval of the Icelandic FSA enter into derivative agreements with counterparties that do not meet
the above criteria, if the Icelandic FSA considers the counterparty sufficiently reliable to fulfil its obligations
pursuant to the relevant derivative agreement.

The Rules provide further detail on the Register. The Register shall be kept in a secure manner and updated
on a daily basis. The Icelandic FSA shall have access to the Register.

Furthermore, the Rules provide further detail on the obligations of the independent inspector to be appointed
by the issuer. The independent inspector shall ensure that the Register is properly maintained and updated and
shall therefore verify that bonds and derivative agreements are correctly registered, only eligible assets and
Substitute Collateral are included in the cover pool, the value of the assets registered in the cover pool and the
valuation thereof is in accordance with the Icelandic Covered Bond Act and the Rules, that LTV calculations
are correctly updated upon significant decrease in the Market VValue of mortgaged assets, and that the matching
rules are complied with.

The independent inspector shall semi-annually provide the Icelandic FSA with a written report regarding
his/her surveillance, as further described in the Rules on Covered Bonds. Furthermore, the independent
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inspector shall as soon as possible notify the Icelandic FSA should he/she become aware of any matters which
could affect the Icelandic FSA's assessment of the Issuer's position in general.
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DESCRIPTION OF THE BANK
OVERVIEW

The Bank was established on 18 October 2008 and is incorporated in Reykjavik and domiciled in Iceland. It
is a public limited company established and operating under Act No. 2/1995 regarding Public Limited
Companies, under the laws of the Republic of Iceland with ID number 581008-0150 in the Icelandic Register
of Enterprises. The Bank was initially named New Kaupthing banki hf. and, on 21 November 2009, its name
was changed to Arion banki hf., with foreign trading name Arion Bank hf.

The Bank is a leading, privately owned universal relationship bank in Iceland with a differentiated and
innovative approach. The Bank has established itself as a broad and well-balanced bank that provides products
and services which meet the needs of Icelandic households and companies. To ensure it is well-balanced and
diversified in its product and services offering and expertise, the Bank has organised itself across three
dedicated divisions and operates strategic subsidiaries that add valuable products and services to the business,
such as payment processing and insurance. The Bank's diversified and balanced approach to its business also
means that it has a broad revenue base and a balanced and diverse loan portfolio with a moderate risk profile.
As a result, the Bank enjoys a strong position within domestic financial markets in terms of its return on equity,
operational efficiency and product and services offering.

The Bank's focus is on building and strengthening long-term customer relationships by delivering excellent
products and services and tailored solutions. Its main customers are corporations and individuals, who seek a
wide variety of financial solutions and, as a universal relationship bank with a wide product and services
offering (including a leading digital offering), the Bank seeks to meet those needs whatever they may be.
While the Bank considers itself to be an Icelandic bank first, it is also increasingly but selectively providing
financial services outside of Iceland, mainly to companies related to the seafood industry in Europe and North
America. As the only privately owned major bank in Iceland, the Bank has the freedom to manage its business
in accordance with this strategy and adapt to the changing needs of its customers.

The Bank aims to position itself to excel by offering smart and reliable financial solutions which create future
value for its customers, shareholders and society as a whole.

The Bank has set out a strategy as follows detailing its main areas of focus to achieve this aim:
Purpose

. the Bank aims to unleash the power of the new north,

Vision

° the Bank aims to be the best at meeting the needs of its target groups — a leader and driver of success
for its customers and society as a whole,

Mission

° the Bank aims to help those who want to achieve success in Iceland and elsewhere in the Arctic through
smart and reliable financial solutions which enhance financial health and create sustainable value,

Values
. the Bank aims to say what it means;

o adopt good business practices guided by sustainability;
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o be honest and point out where things can be improved;
o maintain confidentiality at all times and act respectfully,
o find solutions;
o be positive and solution-oriented in everything the Bank does;
o believe that creative thinking proactivity leads to smart solutions;

o be more than a bank — the Bank aims to be a resourceful partner which helps people and
communities achieve success;

. work together;
o take responsibility for creating environment which is enriching, enjoyable and stimulating;
o work closely together, both between departments and with our partners;
o work with our customers so they can reach their goals.

For the years ended 31 December 2023 and 2022, respectively, the Bank's net interest income was ISK 44,685
million and ISK 40,201 million*, its net fee and commission income was 1SK 16,389 million and I1SK 16,449
million* , its operating income was ISK 64,181 million and ISK 55,293 million*, and its net earnings were
ISK 25,737 million and ISK 25,958 million*. As of 31 December 2023, the Bank's total assets were ISK
1,525,672 million.

In the nine month period ended 30 September 2024, the Bank's net interest income was ISK 35,056 million
(compared to ISK 33,338 million in the nine month period ended 30 September 2023), its operating income
was ISK 48,545 million (compared to ISK 47,869 million in the nine month period ended 30 September 2023)
and its net earnings were ISK 17,823 million (compared to ISK 19,513 million in the nine month period ended
30 September 2023). As at 30 September 2024, the Bank's total assets were ISK 1,605,717 million.

The Group applied IFRS 17 Insurance Contracts from 1 January 2023 for its insurance subsidiary Vordur, the
full retrospective approach as if the standard had always been applied. The Group recognized ISK 917 million
as a deduction of equity as of 1 January 2022. The Group restated comparative figures in the Consolidated
Financial Statements for the year 2022. For further information on the effect of the IFRS 17 implementation
see Note 3 in the Condensed Consolidated Interim Financial Statements for the first nine months of 2023.

The Bank's registered address is Borgartuni 19, 105 Reykjavik, Iceland and its telephone number is +354 444
7000.

The information on the Bank's website (https://www.arionbanki.is/english/) does not form part of this
Prospectus unless that information is incorporated by reference into this Prospectus.

HISTORY

The Bank's predecessor, Kaupthing, was the product of a merger in May 2003 of two leading Icelandic banks,
Kaupthing Bank hf. and Bunadarbanki Islands hf. (the Agricultural Bank of Iceland). The Agricultural Bank
of Iceland was established in 1929 by a law passed by the Parliament of Iceland and began operations in 1930.

*Comparative figures as of and for the year ended 31 December 2022 have been restated in accordance with
IFRS 17. See Notes 1 and 2 to the 2023 Year End Financial Statements for further information.
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At the beginning of 1998, the Agricultural Bank of Iceland became a limited liability company and was
privatised in stages up to the beginning of 2003. Kaupthing hf. was established in Reykjavik in 1982,
coinciding with the launch of the free capital markets in Iceland. Kaupthing hf. later became an investment
bank before its merger with the Agricultural Bank of Iceland in 2003. The branch network of the Agricultural
Bank of Iceland became the backbone of the Bank's retail branch network.

2010-2012: Restructuring of the Bank and its customers

The Bank was established in October 2008 as the entity to which certain assets and liabilities of Kaupthing
were transferred following the assumption of control of Kaupthing by the Icelandic FSA. The transfer of these
assets and liabilities posed a significant challenge. In March 2010, a new Board of Directors was appointed at
the annual general meeting and, in June 2010, the Board of Directors appointed a new CEO. In addition, a
strategic plan was adopted in October 2010, which aimed to position the Bank as a universal relationship bank,
providing a range of quality financial products and services and focused on improving the Bank's
competitiveness. From 2010 onward, under its new leadership and in accordance with its strategy, the Bank
has systematically restructured and improved the credit quality of its customer loan portfolio. Immediately
following the financial crisis in 2008, the Bank emerged from restructuring with a newly valued balance sheet,
reflecting a loan portfolio transferred from Kaupthing at fair value, which in most cases was a discount on the
face value of the loans. As a result of the Bank's restructuring and refinancing efforts, the discounts on these
legacy loans have been progressively released as the restructuring of the customer loan portfolio continued,
whether as a result of prepayments, write-offs or otherwise. During this period, the Bank also began reducing
its number of problem loans, defined as loans more than 90 days past due but not impaired and other problem
(i.e., individually impaired) loans. The Bank also took an innovative approach to mortgage loan products,
being the first Icelandic bank to introduce the fixed rate non-CPI-linked mortgage loans, a strategy which it
supported through selective portfolio acquisitions.

In January 2012, the Bank acquired the mortgage portfolio managed in a special fund (the Fund) owned by
the estate of Kaupthing. The Fund had guaranteed the covered bonds issued from 2006 to 2008 by Kaupthing
to finance its mortgage loans (the Kaupthing Covered Notes) under the covered bond programme established
by Kaupthing on 30 March 2006. As a part of this acquisition, the Bank was substituted for, and assumed all
liabilities and obligations (past, present and future, other than Kaupthing's liabilities and obligations relating
to withholding tax payments) of, Kaupthing in respect of each of the six series of outstanding Kaupthing
Covered Notes. The Kaupthing Covered Notes series have all been prepaid, with the last remaining series
being prepaid in October 2019.

2013-2014: Streamlining and building of the business

Following the success of its restructuring efforts, the Bank was in a position to begin building up its business.
In 2013, the Bank launched its "lean banking initiative" and undertook a number of changes to its core banking
operations, including the optimisation of its branch network by reducing total branch size and focusing on
increased self-service opportunities for customers. The Bank also launched its digitalisation initiative to
further drive efficiency, including the implementation of an extensive CRM system to provide better services
and increase staff productivity. Digitalisation also allowed the Bank to strengthen its customer focus and
decentralise credit decisions.

During this period, the Bank began to build up its Icelandic market leadership in its core products. The
Corporate & Investment Banking division also established itself as an innovator in the Icelandic capital markets
through its involvement in three out of five initial public offerings during 2013 and 2014. The Bank adopted
a first mover approach as exemplified by its early adoption of next generation personal banking technology,
which led to the Bank becoming a market leader in personal online and mobile banking.

During this period, the Bank also continued to improve its underlying asset quality and reduce the number of
problem loans as part of the restructuring process of its customer loan portfolio.
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2015 to present: Strengthening market leadership and harvesting full value potential

Since 2015, the Bank has been able to focus on growing and improving its business by strengthening its
presence and leadership in key markets, including capital markets, project financing and asset management.
The Bank has managed and advised 65 per cent. of public equity offerings in Iceland since 2011. In its business
divisions, the Bank has continued to drive commercial excellence in its markets and is actively exploring new
business opportunities.

The Bank has also worked to improve its operational efficiency. For example, the Bank has scaled its
digitalisation initiatives and continues to invest in its IT infrastructure. In addition, in 2016 the Bank acquired
Vordur, a universal insurance company, which it expects will lead to increased commercial, financial and
operational synergies between its banking and insurance operations as well as commercial opportunities for
cross-selling. See "— Strategy".

SHAREHOLDERS OF THE BANK

The Bank's listing on NASDAQ Iceland and NASDAQ Stockholm took place on 15 June 2018 following an
initial public offering of 28.7 per cent. of the shares in the Bank, placed mostly with investors in Iceland, the
United States, the UK, Scandinavia and Continental Europe. It was the first listing of an Icelandic bank on the
main market in Iceland since 2008. During the year prior to the initial public offering, Icelandic State Financial
Investments (ISFI) sold its shareholding in the Bank and, accordingly, the Bank became (and continues to be)
fully privately owned. Following the initial public offering, the Bank had more than 6,000 shareholders as at
31 December 2018 with Kaupskil being the largest shareholder (and the only shareholder with more than a 10
per cent. shareholding) with a 32.67 per cent. shareholding as at that date.

At the Bank's annual general meeting on 20 March 2019, the cancellation of 186,000,000 of the Bank's own
shares was approved, thereby reducing the issued share capital of the Bank from ISK 2,000,000,000 to ISK
1,814,000,000 at nominal value. This cancellation of the Bank's own shares became effective in April 2019.

At the Bank's annual general meeting on 17 March 2020, a proposal was passed to reduce the Bank's share
capital by ISK 84,000,000 at nominal value, totalling 84,000,000 shares, by cancelling the Bank's own shares.
This reduction has now taken place. The Bank's share capital was therefore reduced from ISK 1,814,000,000
to ISK 1,730,000,000 at nominal value, divided into an equal number of shares and with one vote attached to
each share.

On 1 July 2024, the Icelandic FSA granted the Bank authorisation to buy-back its own shares and reduce its
share capital by an amount of up to ISK 7.5 billion. The buy-back could be set up as a formal share repurchase
programme for own shares in Iceland and Swedish Depository Receipts (SDRs) issued in Sweden and/or as
an offering to shareholders generally to sell their shares to the Bank, which could be through an auction, for
example, provided equal treatment of shareholders is ensured should such offer be made.

On 25 July 2024, the Bank announced the launch of a share buy-back programme under which the Bank is
authorised to buy up to 19,232,600 shares for a total amount of up to ISK 2.5 billion, representing 1.315 per
cent. of the total issued share capital in the Bank. The repurchase of shares under the buy-back programme
will be divided between the Icelandic and Swedish markets, where up to 384,000 SDRs may be repurchased
in Sweden, corresponding to 0.026 per cent. of the current issued share capital, and where up to 18,848,600
shares may be repurchased in Iceland, corresponding to 1.289 per cent. of the current issued share capital. The
total consideration for purchased SDRs shall furthermore not exceed ISK 50,000,000 in Sweden and ISK
2,450,000,000 for purchased shares in Iceland.

Transactions under the share buy-back programme shall be publicly disclosed in accordance with applicable
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law and regulation in Iceland and Sweden respectively. The share buy-back programme shall end no later than
12 March 2025 but the Bank is entitled to discontinue the share buy-back programme at any time.

In line with the Bank’s request, a part of the above buy-back authorisation, amounting to ISK 5 billion or 38.46
million shares, is subject to the condition that it can only be used to buy-back shares (in an amount equal to
the additional share capital) resulting from a share issuance connected with the exercise of outstanding
warrants. The last remaining exercise period for such outstanding warrants expired on 24 August 2024 and the
Bank increased its share capital by the issue of a further 51,087,696 shares (amounting to ISK 6 billion) for
delivery to the holders of such exercised warrants.

The Bank further announced on 21 August 2024 that the ISK 5 billion amount of the above conditional buy-
back authorisation will be exercised through an auction in which all shareholders (including holders of SDRs)
can participate. Any buy-back based on this conditional authorisation will not impact the share capital of the
Bank, as it nets against the increased share capital resulting from the above warrant exercise.

The buy-back auction was formally launched on 28 August 2024 pursuant to which the Bank purchased a total
of 25,994,038 shares for an amount of ISK 3.56 billion.

The share buy-back programme, launched on 25 July 2024, was formally concluded on 24 September 2024,
following which the Bank holds 6.65 per cent. of the total issued share capital of the Bank.

As of 31 October 2024 there were nine shareholders in the Bank holding more than 2.5 per cent. of the share
capital, as shown in the table below.

As of 31 October 2024 Percentage of all shares

Gildi Pension FUNd ..........cccooeviiiiieiiniicce e 9.16
LSR pension FUNd ..........c.ccoveviieiiinc e 8.98
Live Pension FUNd.........ccoovviiiiiniiecie e 8.70
SOOI N e 5.29
Bru LifeyrisSjoour..........cocviieiiiieeiee e 5.28
VaNQUArd........cooveeiiie et 3.65
Frjalsi Pension Fund ............ccoceviniiiiiciiic e, 3.53
Birta Pension FUNd ..........ccccoviiiiiniiiiie e 3.40
Stapi Pension FUNd ..........ccoce v 2.82
TOtAl ..o 57.46

Strategy

The Bank strives to position itself as a universal relationship bank in Iceland, providing a diverse and well-
balanced range of financial products and services which reflect broadly the composition of the Icelandic
economy. This allows the Bank to provide tailored and personalised solutions to its customers, particularly
those who require comprehensive and diverse financial products and services risks and uncertainties. See
"Presentation of Financial and Other Information™.

The Board of Directors (the Board) has adopted a strategic plan for the Bank, the key points of which are
summarised under the heading “-Overview” above and below.

1. Target Client Segments
The Bank is committed to delivering exceptional service to its target client segments by tailoring products and

pricing to fit their unique needs. Through offerings like Premia for the Bank’s High Value Core segment, Arion
Family for the Aspirational Mass segment, and Private Banking for high net worth individuals (HNWIs), the
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Bank strives to meet clients at the point at which they are at in their financial journey. The Bank’s focus also
extends to corporates and small to medium-sized enterprises (SMEs), optimising the Bank’s services to support
their growth. By providing tailored solutions and deepening the Bank’s engagement with its clients, the Bank
aims to build strong, lasting relationships.

2. Financial Health

The Bank emphasises supporting the financial health of its clients through proactive, personalised services.
This commitment includes empowering women and young people to invest and making the Bank’s solutions
accessible for immigrants and Icelanders abroad, helping them navigate their finances with ease. The Bank is
dedicated to providing comprehensive financial services that promote financial health, including integrated
solutions like cross-selling, bancassurance, and a group-wide loyalty system. Additionally, the Bank maintains
rigorous fraud prevention and data security measures to protect its clients.

3. Arctic Opportunities

The Bank recognises the unique opportunities present in the Arctic region and strives to be the financial hub
of the Arctic, helping its clients achieve their full potential. The Bank is committed to being a proactive partner
in the region, leveraging its wealth management, loan syndication, and advisory services to drive growth and
opportunity.

BUSINESS

In line with the Group's progression on focusing on holistic customer journey optimisation, a key part of the
vision is to bring Vordur insurance company closer to the Bank for a more focused bancassurance offering. In
2022, the operation of Vérdur was split into individuals and corporates and is now presented as such as part of
Corporate & Investment Banking and Retail Banking, respectively.

Retail Banking provides a comprehensive range of products and services, including mortgage loans, savings
and current accounts, vehicle and equipment financing, factoring, payment cards, pension services, insurance
and funds, to both individuals and SMEs. The Retail Banking division has a strong focus on digital banking
solutions, using the online bank and the Arion Bank App as key channels.

Corporate & Investment Banking services large and medium-sized corporate clients and investors, both in
Iceland and abroad. The division is divided into Corporate Banking and Corporate Finance. Corporate
Banking's experienced account managers specialise in key economic sectors such as retail and services,
seafood, energy and real estate. The division provides a full range of lending and insurance products such as
guarantees, deposit accounts, payment solutions and a variety of value-added digital solutions to meet the
needs of the Bank's larger corporate clients. The Corporate Banking portfolio is diversified between sectors,
customers and currencies which include international exposures, partly through syndicates with other Icelandic
banks and international banks. Corporate Finance works closely with Corporate Banking, providing customers
with various financial advisory and capital raising services, including M&A and LBO services. Furthermore,
Corporate Finance offers financial structuring advice, as well as various services on public offerings of
securities.

Markets (which includes Stefnir, an independently operating financial company wholly owned by the Bank)
provides a full range of asset management products and services to institutional investors, such as pension
funds and insurance companies, and high net worth individuals.

Treasury is responsible for the Bank's funding, liquidity and asset liability management. Treasury oversees

transfer pricing for the internal funds of the Bank and manages the relationship with investors, credit rating
agencies and financial institutions. FX brokerage is part of the Treasury unit.
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Subsidiaries includes the subsidiaries Landey ehf. (Landey) which holds the main part of the investment
property of the Group and the holding company Eignabjarg ehf. and other smaller entities of the Group. The
subsidiaries Stakksberg and Sélbjarg are classified as disposal groups held for sale in accordance with IFRS
5.

Landey is the Bank's wholly owned property development company which manages assets, such as unfinished
housing developments and building lots, and maintains and increases the value of these assets.

Supporting units include the Bank's headquarters which carry out support functions such as the CEO office,
Risk Management, Finance (excluding Treasury), IT and Operations and Culture. The information presented
relating to the supporting units does not represent an operating segment. A significant proportion of expenses
from support functions is allocated to operating segments in a separate line in the operating segment overview.

The tables below set forth operating income and earnings before tax for each reportable segment and the total
assets for each reportable segment for the periods and as of the dates indicated.

Nine month period ended 30 September 2024

Corporate &

Retail Investment Subsidiaries
banking banking Markets excluding Supporting
including including and Stefnir and units and
insurance® insurance® Stefnir Treasury® Vérdur elimination® Total
(ISK in millions)
Operating inCOMe.........cccccvenene 17,136 24,227 5,005 2,035 (244) 386 48,545
Earnings before income tax ... 8,166 17,531 1,386 195 (633) (1,307) 25,338
Total @sSets........cereverrirerrirennes 671,631 584,421 100,669 549,764 16,961 (317,729) 1,605,717
1) In 2022, the operations of Vérdur were split into individuals and corporates and are presented as such as part of Corporate & Investment

banking and Retail banking respectively.

2) The “Treasury” reportable segment includes internal interest income and internal expense (which are eliminated upon consolidation) as
well as interest income on the Group's cash, cash equivalents and other liquid assets held as a liquidity buffer.

3) “Supporting units and elimination” includes the netting out of intragroup accounts, dividends paid in respect of the Bank’s holdings in
listed equity and valuation changes. “Headquarters” include overhead and the following support divisions: Risk Management, Finance

(excluding Treasury), IT and Operations and Culture.

As of and for the year ended 31 December 2023

Corporate
&
Retail Investment Subsidiaries

banking banking Markets excluding Supporting

including including and Stefnir and units and

insurance insurance® Stefnir  Treasury® Vordur elimination® Total
(ISK in millions)
Operating
income
................................................ 25,658 26,067 6,585 4,080 1,480 311 64,181
Earnings before income
tax
................................................ 11,968 18,911 1,462 1,724 1,144 127 35,336
Total
assets
................................................ 701,794 486,908 96,319 555,321 17,733 (332,403) 1,525,672
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In 2022, the operations of VVérdur were split into individuals and corporates and are presented as such as part of Corporate & Investment
banking and Retail banking respectively.

The “Treasury” reportable segment includes internal interest income and internal expense (which are eliminated upon consolidation) as
well as interest income on the Group's cash, cash equivalents and other liquid assets held as a liquidity buffer.

“Supporting units and elimination” includes the netting out of intragroup accounts, dividends paid in respect of the Bank’s holdings in
listed equity and valuation changes. “Headquarters” include overhead and the following support divisions: Risk Management, Finance

(excluding Treasury), IT and Operations and Culture.

As of and for the year ended 31 December 2022"

Corporate
&
Retail Investment Subsidiaries
banking banking Markets excluding Supporting
including including and Stefnir and units and
insurance insurance® Stefnir ~ Treasury® Vérdur elimination® Total
(ISK in millions)
Operating
income
................................................ 25,260 24,865 8,768 (4,452) 78 774 55,293
Earnings (loss) before
income
tax
................................................ 13,072 19,286 4,418 (6,674) 141 (884) 29,359
Total
assets
................................................ 664,112 456,906 96,108 549,574 25,473 (326,564) 1,465,609
1) In 2022, the operations of Vérdur were split into individuals and corporates and are presented as such as part of Corporate & Investment
banking and Retail banking respectively.
2) The “Treasury” reportable segment includes internal interest income and internal expense (which are eliminated upon consolidation) as
well as interest income on the Group's cash, cash equivalents and other liquid assets held as a liquidity buffer.
3) “Supporting units and elimination” includes the netting out of intragroup accounts, dividends paid in respect of the Bank’s holdings in

listed equity and valuation changes. “Headquarters” include overhead and the following support divisions: Risk Management, Finance

(excluding Treasury), Legal, IT and Operations.

RETAIL BANKING DIVISION

Overview

The Retail Banking division is a leading and innovative retail bank in Iceland that provides a comprehensive
range of financial products and services to individuals and SMEs and seeks to build long-lasting and profitable
relationships with its customers. The focus in recent years has been on digital services and improving the
internet bank and the Arion Bank mobile app.

Operations and Distribution Capabilities

The Retail Banking division serves its customers through its branch network and other points of contact, such
as ATMs, a call centre, internet banking and the Arion Bank app, focusing on customer relationships to address
different areas with different needs.

* Comparative figures as of and for the year ended 31 December 2022 have been restated in accordance with IFRS 17. See Notes 1 and 2 to the 2023 Year End

Financial Statements for further information.
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Branches

In recent years, the focus has been on making the branch network even more efficient and convenient for
customers. The overall branch experience has been redefined, moving from traditional branches to more
flexible units by adding new service formats. In the last four years, the Bank has opened a flagship branch in
the Borgartun financial area and a digital branch in Kringlan shopping mall. New, flexible micro branch units
were opened in new locations in 2019. In addition, the Bank has opened self-service areas which are open
2417, remote bank services with extended opening hours and has operated a mobile ATM van.

This strategy has resulted in a flexible and optimised branch network with stronger individual branches, which
the Retail Banking division believes are better suited to meet the needs of its customers.

Owing to the Bank being an indirect successor of the Agricultural Bank, which was an old agricultural bank
of Iceland, the Bank's branches are strategically situated in key tourism areas as well as in agricultural areas.
Nine of the Bank'’s branches are located in major tourist towns or by the main road in Iceland.

The Retail Banking division has trained and certified financial consultants within its larger branches in order
to improve the level of service to its customers. The financial consultants are knowledgeable in a wide range
of fields, including banking services, pensions and insurance and other financial instruments.

Internet Banking, Arion Bank App and ATMs

The Retail Banking division has continuously endeavoured to be a market leader in digital solutions to banking,
increasing channel diversification to improve efficiency. Accordingly, the Retail Banking division has taken
advantage of the major changes in customer behaviour in recent years, as customers have transitioned away
from branches to internet and mobile banking as the preferred channel, by successfully implementing the Arion
Bank app in August 2012. Internet banking enables customers to access the majority of the most utilised
services available at a traditional branch, while the increasingly popular Arion Bank app allows customers to
keep track of their finances with a single click. In addition, the new generation of ATMs enables customers
to save time by allowing them to deposit and withdraw cash as well as pay their bills without assistance from
a cashier.

The Retail Banking division plans to steadily reduce the volume of low value transactions handled at branches
by putting greater emphasis on customers' experience, through the Arion Bank app and other digital solutions.
By focusing on digitalisation of various processes, the Bank has reduced the internal lead time for customer
onboarding by approximately 88 per cent. and launched new digital initiatives with respect to the mortgage
loan application process, credit cards, leasing SME onboarding, mortgage refinancing and other services. The
public response to these digital initiatives has been very positive, with the majority of credit assessments and
mortgage applications being performed digitally and payment plans for credit cards, overdrafts and other
functions are set up almost entirely by using the Arion Bank app.

Customers

The Retail Banking division enjoys a loyal and relatively stable customer base in Iceland. The Bank measures
customer satisfaction on the basis of net promoter scores for its most important customer services.

Products and Services

The Retail Banking division offers a comprehensive range of financial products and services, including
mortgage loans, savings and checking accounts, vehicle and equipment financing, payment cards, pension
services, insurance and funds. The Retail Banking division also offers factoring, or trade financing which is
used by SMEs, both importers and exporters. In particular, the Bank uses factoring in connection with trade
finance, where inventory financing is linked with the financing of receivables which suits the needs of
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exporters, such as seafood companies. The Bank also offers SME loans in cooperation with the European
Investment Fund.

The Retail Banking division's goal is to provide personalised services to distinct customer segments and SME
market sectors to meet its customers' needs. In addition, the Retail Banking division seeks to establish multi-
product relationships with its customers by offering various financial products and services offered by the
Bank's divisions through diversified delivery channels.

To increase product penetration and increase the number of products per customer, the Retail Banking division
has also developed more proactive methods with respect to its product and services offering, including
exploring new opportunities with Vordur's current customers (e.g. offering the Retail Banking division's
mortgage loans), as well as the use of the branch network to sell VVordur's insurance products as a registered
insurance intermediary.

Mortgage Loans

The Retail Banking division provides a full range of products and services relating to mortgage loans and has
historically introduced innovative products and services designed for the evolving needs of its customers. This
has enabled the Retail Banking division to maintain or increase its market share in an increasingly competitive
market. The Bank was the first to introduce fixed five-year interest rates on non-CPI-linked mortgage loans
in 2011. The Retail Banking division further strengthened its first mover advantage and competitive position
in the market by offering mixed CPI-linked and non-CPI-linked mortgage loans, allowing customers to select
the type of mortgage loan that best suits their risk appetite and ability to repay. Recent product developments
include a mortgage product designed to temporarily lower the borrower's debt repayments during parental
leave and a mortgage product for first-time home buyers with an up to 85 per cent. loan-to-value ratio. When
mortgage loans are issued, the Retail Banking division strives to improve its product and services offering by
implementing digitalisation initiatives.

Customer Deposits

The Retail Banking division seeks to leverage its base of mortgage loans customers to achieve further growth
in its market share of customer deposits. The Retail Banking division's share of individual deposits decreased
from 24.3 per cent. as of 31 December 2022 to 23.9 per cent. as of 31 December 2023 (source: Icelandic
Central Bank and Arion Bank).

As customers in Iceland are accustomed to keeping deposits with their main bank and because CPI-linked
deposits of individual customers are generally thought to be less likely to move from bank to bank due to
regulations which limit the time periods during which such deposits can be withdrawn, there is a relatively
stable market for deposits from individual customers, with deposits from SME customers being more price
sensitive. However, the Retail Banking division believes that there is an opportunity to attract deposits from
customers who have their mortgage loans with the Retail Banking division but deposits with another bank.
The cooperation of the Retail Banking division with the Markets division has enabled many cross-selling
opportunities, including combining the product and services offering of the Retail Banking division with
insurance and pension products. Higher levels of SME activity in Iceland also provide cross-selling
opportunities for the Retail Banking division. In addition, the Bank believes that its new digital customer
onboarding platform together with the comprehensive digital offering will become a catalyst for attracting new
customers to the Retail Banking division. In addition, a new role was created in November 2017 for a product
manager for deposits, who is authorised to manage prices and interest rates on deposits as well as promote
deposits within the branch network and via digital channels.
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Credit Cards

The Bank offers its customers a selection of payment cards from both Visa and MasterCard. It offers standard,
gold and platinum, as well as the Bank's flagship card, the Premium World. Two types of prepaid cards are
also available: the gift card for Icelandic customers and the currency card for travellers visiting Iceland.

Regulation (EU) 2015/751 on interchange fees for card-based payment transactions (the EU Interchange Fee
Regulation) was implemented in Iceland on 1 September 2019. The EU Interchange Fee Regulation will not
generally affect debit card income as the cap is already set at 0.2 per cent. in Iceland. However, it will affect
the Bank's revenue from domestic credit card turnover. Pursuant to the implementation of this legislation, the
domestic interchange rate fee cap was lowered to 0.3 per cent. The Bank has budgeted for this expected
revenue loss and has taken certain steps to mitigate the effect, mostly by reducing cost associated with the
cards, simplifying the card product portfolio, reducing the number of third-party processors and increasing
card related revenues other than interchange fees.

CORPORATE & INVESTMENT BANKING DIVISION
Overview

The Corporate & Investment Banking division is a full-service Icelandic corporate bank and strategic advisory,
providing a range of financial products, insurance and services to corporate customers across all industry
sectors through dedicated industry sector teams. The primary focus is to selectively use own capital with
increased capital market intermediation and multi-product clients. In addition, the Corporate & Investment
Banking division's relationship-based model benefits from and provides synergies across the Bank's other
divisions, and with other investors if it serves the need of the client.

Operations and Commercial Capabilities

The Corporate & Investment Banking division comprises teams of experienced account managers who
specialise in specific industry sectors to ensure strong expertise and with a focus on key performance
indicators. An incentive plan drives sales targets and the division's management focuses on targets based on
key performance indicators aligned with the Bank's strategic goals. The division enjoys a large and solid
customer base featuring strong and trusted relationships with Icelandic and international investors, which is
the key component of the division's placement power and transaction capabilities. Leveraging the Bank's
relative size, strong balance sheet and infrastructure enables the division to support its customers.

Customers

The Corporate & Investment Banking division provides products and services to corporate customers in the
capital area. The loan portfolio is well-diversified across all the main Icelandic industry sectors, similar to the
Icelandic economy.

Products and Services

The Corporate division provides a full range of lending and insurance products, as well as guarantees, deposit
accounts, payment solutions, and a variety of value-added digital solutions. Corporate Finance works closely
with Corporate Banking and provides the clients with financial advisory services, with a key focus on M&A
advisory, private placements of equity, IPOs and other offerings of securities.

MARKETS
The Markets division has offered asset management to clients, with a full range of financial products and

services to pension funds starting in 1994. The Markets division also offers private banking services to high
net worth individuals, family offices and legal entities as well as a capital markets service. It has a strong
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relationship with the other divisions of the Bank to fulfil customers' needs. The Markets division has
partnerships with three major global asset and fund managers.

The Markets division comprises the Capital Markets subdivision, the Private Banking subdivision, Arion
Premia, a high end banking service, the Institutional Asset Management subdivision and the Pension Funds
Administration subdivision. The Markets division, including the Stefnir fund management company, had ISK
1,577 billion in assets under management as of 30 September 2024.

Operations and Distribution Capabilities

Markets generates operating income through interest income and management fees, which are calculated as a
percentage of assets under management and vary based on product type and other factors. Inaddition, Stefnir
generates operating income through performance fees, which are based on the performance of its products
above a certain benchmark and are reviewed bi-annually in connection with financial reporting. The
performance fees are not recognised on the Bank's consolidated statement of comprehensive income until
either realised or are considered highly likely to be realised.

Customers

The customers of the Markets division include institutional investors, corporations, high net worth individuals
and retail investors. The Private Banking subdivision caters to individual customers. The Capital Markets
subdivision's customers include institutional investors, corporations, high net worth individuals, retail
investors, asset managers and pension funds. The Institutional Asset Management subdivision services
pension funds, trade unions, insurance companies, government institutions and other institutional investors.
The Pension Funds Administration subdivision offers full services to pension funds.

Stefnir caters to both retail and professional customers, with the aim of managing its customers' assets in the
best interests of such customers. Stefnir's dedication to long-term relationships with, and its focus on providing
tailored solutions to, its customers make Stefnir a preferred partner of institutional customers.

Products and Services

Markets offers a comprehensive range of investment products and services. Inaddition to securities brokerage,
foreign exchange sales, mutual funds, alternative investment vehicles and pension plan schemes, the Markets
division offers customised asset allocation strategies and managed accounts designed to meet the diverse needs
of investors. It also offers funds from other leading global fund management companies.

Institutional Asset Management Subdivision

The Institutional Asset Management subdivision has developed a clear investment process and service
philosophy based on the principles of equality and transparency for institutional investors. Investment
decisions for individual portfolios of institutional investors are made on a daily basis, investment policy
statements are reviewed annually and long-term investment goals are reviewed every one to five years.

Pension Funds Administration Subdivision

The Pension Funds Administration subdivision offers pension funds full service operations, including
marketing, sales and services in branches and service centres and extensive resources to meet regulatory
requirements. The ability to provide special services to pension funds has meant that, with the growth of the
Icelandic pension system, the asset management operations have experienced comparable growth in their
assets under management since 20009.
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Private Banking Subdivision

The Private Banking subdivision seeks to provide highly personal financial services designed for the needs of
individual customers with a special focus on high net worth individuals in Iceland. The Private Banking
subdivision relies on a team-based approach to investments and services, working closely with other divisions
of the Bank, and has good access to local deal flow due to the size of the Markets division.

Capital Markets Subdivision

The Capital Markets subdivision provides securities brokerage and foreign exchange sales. The Capital
Markets subdivision is a market leader in equity brokerage and enjoys a strong position in foreign exchange
brokerage and bond issuances. In addition, the Capital Markets subdivision has been a leading player in
restoring the equity markets in Iceland. The Capital Markets subdivision also benefits from strong
relationships with all major investors in the domestic capital markets. The Capital Markets subdivision focuses
on providing its growing customer base with a comprehensive range of capital markets services and access to
expert knowledge.

Stefnir

Stefnir manages several funds which fall into the category of Undertakings for Collective Investment in
Transferable Securities (UCIT