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Stress Test: Interest Rate Sensitivity
Description Base Case Up 100 bp Down 100 bp

Covered Bonds Issuance 2.975 2.701 3.290

Underlying Loan Pool 6.162 5.523 6.934

Over Collateralization 3.187 2.822 3.644

Over Collateralization % 107,1% 104,5% 110,8%

As is outlined in the prospectus, the Mark-To-Market (MTM) value of the underlying loan pool must exceed the MTM value of the Covered Bonds issuance.
Furthermore, the program must withstand a parallel shift in the risk free interest curve with respect to net MTM value. The Base Case shows MTM values for the
current environment, the next column shows an upward parallel shift of a 100 basis points and the third column similarly shows a parallel 100 bp downward shift.
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Covered Bonds: 34,1 34,1

Loans in Default: 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4 0,4

Performing Loans: 0,6 36,2 36,2 36,2 36,1 36,1 36,1 36,1 36,1 36,0 36,0 36,0

Cumulative Balance: 0,6 36,8 72,9 75,0 111,1 147,3 183,4 219,4 255,5 257,5 293,5 329,5

The cashflow coverage measures the ability of the underlying loan pool to service the programs debt obligation on its own. Ignoring both infusion of cash and
new loans it is a snapshot view of the debt servicing capability of the pool. Cashflow from mortgages in default (30 days or more) is ignored. The cumulative
Balance shows how cash is accumulated or drained from the Covered Bond account.

Stress Test: Interest Coverage Test
Parameters Amount Description

A= 268,0 Interest expected to be received in respect of the
Cover Pool the next year.

B= 0 Amount standing to the credit of the Transaction
Account

C= 0 Senior Expenses

D= 37,7 Interest due on Cover Bond

A + B - C > D PASS

The interest coverage test involves taking a haircut in the underlying loan pools' interest flow. The haircut is equal to each loans probability of default, based on
the banks proprietary credit default model, but never less than 20 percent. The test measures how well the portfolio covers its liabilities in a stress scenario were
borrowers are largely unable or unwilling to pay and Arion Bank is unable to supplement the Covered Bonds program with cash or new mortgages.

This is an automatically generated report from Arion Banks Risk Management. The information herein might change at a later date without notice. All amounts in Millions ISK.
Contact:

Investor Relations: samskiptasvid[ at ]arionbanki.is
Head of Funding: Eirikur Magnus Jensson, eirikur.jensson[ at ]arionbanki.is

Risk Management: Otto S. Michelsen, otto.michelsen[ at ]arionbanki.is


