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Endorsement and statement S g
by the Board of Directors and the CEO

The Condensed Consolidated Interim Financial Statements of Arion Bank for the period 1 January to 31 March 2024 include the Condensed
Consolidated Interim Financial Statements of Arion Bank ("the Bank") and its subsidiaries, together referred to as "the Group".

Operations during the period

Income Statement

Net earnings amounted to ISK 4.4 billion, return on equity was 9.1% and earnings per share ISK 3.07. Core income, defined as net interest
income, net commission income and insurance service results (excluding opex), decreased by 2.1%, compared with the previous year, mainly
due to net commission income. Net interest income increased by 2.3%, compared with the first quarter in previous year, mainly due to inflation,
while Net interest margin remains stable at 3.1%. The operation of the subsidiary Vordur improved compared with the first quarter in previous
year with insurance revenues increasing by 17.8% while claims increased by 7.0%. Market conditions were challenging for net financial income
during the first quarter of 2024, especially in equity holdings. Operating expenses, including operating expenses of the insurance operation,
increased by 1.2% compared with the first quarter in previous year, which is well below the 7% rate of inflation. The cost-to-core income ratio
was 48.4%, with expenses of the insurance operation included, compared with 46.8% for the first quarter 2023. Impairments were calculated at
11bps on annual basis for the first quarter, which is lower than expected for the Bank through the cycle but represents a negative change from
the first quarter of 2023, partly due to additional impairments due to the volcanic activity in the vicinity of Grindavik. Income tax for the first
quarter is unusually high due to unfavorable combination of income.

Balance Sheet

Arion Bank's balance sheet grew by 1.2% from year-end 2023. Loans to customers increased by 2.2% from year-end, with an 3.2% increase in
corporate lending and 1.4% growth in loans to individuals, mainly mortgages. Deposits increased by 1.2%, primarily individuals and institutional
investors. Total equity amounted to ISK 191,416 million at the end of March. The Group's capital ratio was 23.2% and the CET1 ratio was
18.8%. The ratios are determined on the basis of the unaudited net earnings in the quarter, and take into account the deduction of 50% of net
earnings as foreseeable dividend in line with the Bank’s dividend policy as well as share buyback of up to ISK 5 billion as approved by the
Board in March 2024. The Group's capital ratio, as calculated under the Financial Undertakings Act No. 161/2002, was 22.9% and the CET1
ratio was 18.6%. These ratios comfortably exceed the requirements made by the FSA and Icelandic law. The liquidity position was also strong
at period-end and well above the regulatory minimum.

Volcanic activity in the vicinity of Grindavik

Following the events near Grindavik starting in November 2023, Arion Bank offered to freeze the mortgages of its customers in Grindavik, and
to waive interest and indexation on their loans until the end of April 2024. Since then, the Icelandic government has introduced measures
involving mortgage lenders to support borrowers in the area. For information on Arion Bank's participation in the scheme see disclosure in Note
43.

Arion Bank's medium-term financial targets compared with the operational results for the period
New medium-term financial targets were introduced on the Capital Markets Day in March 2024.

Actuals
Q12024 Arion Bank's medium-termfinancial targets
Return on equity 9.1% Exceed 13%
Core operating income / REA 6.6% Exceed 7.2%
Insurance revenue growth (YoY) 13.5% In excess of market growth (11.2% in 2023)
Combined ratio 103.9% Below 95%
Cost-to- core income ratio 48.4% Below45%
Cleatio apove regulatory 350 bps 150- 250 bps management buffer (assumes fully utilized AT1)
capital requirements (46.8 - 17.8% based on optimal capital requirements and optimal AT1and T2 ratios)
Dividend pay- out ratio 50% Pay- out ratio of approximately 50% of net earnings attributable to shareholders through either

dividends or buyback of the Bank's shares or a combination of both

Arion Bank Condensed Consolidated Interim
Financial Statements 31 March 2024 4



Endorsement and statement S g
by the Board of Directors and the CEO

Economic outlook

Despite tightening financial conditions, persistent inflation, and seismic activity which has displaced 1% of the population, the Icelandic
economy has remained remarkably resilient. According to preliminary figures from Statistics Iceland, GDP increased by 4.1% between years in
2023, outperforming our main trading partners by a significant margin. Growth was mainly driven by a positive contribution of foreign trade,
which was bolstered by robust service exports. However, as the year progressed, economic activity lost pace quickly with private consumption
declining by 2.3% between years in the fourth quarter, investment by 7.6%, and imports by 6%. The sharp drop in imports in the latter half of
the year, coupled with continued exports growth, tipped the current account into a surplus for the first time since 2020, amounting to 1% of GDP.

Along with the publication of economic growth in 2023, Statistics Iceland revised the national accounts figures for the years 2020-2022.
According to the revised estimate, GDP increased by 8.9% in 2022, marking the highest economic growth in half a century. The revision had a
decisive impact on the Central Bank’s monetary policy committee, which kept interest rates unchanged at 9.25% in March, in part due to
stronger demand pressures than previously thought. Although analysts expect rate cuts this year, many have pushed back their expectations to
later in the year and anticipate smaller reductions, as inflation expectations remain persistent, the labor market is tight and unemployment low.
The signing of long-term private sector wage agreements in March was a positive development and reduced uncertainty, but as noted by the
MPC, the tight labor market and still strong domestic demand could lead to a considerable wage drift and a perpetuate the wage-price spiral.
Furthermore, the government is to a large extent footing the bill which is likely to ease the fiscal stance.

Inflation continued to deaccelerate in Q1, averaging 6.7% in Q1 compared to 7.9% in Q4 2023. This decline is somewhat attributable to base
effects, although underlying inflation has eased as well. Arion Research expects inflation to continue on a downward trajectory, falling below 6%
in the middle of the year. The inflation outlook remains uncertain, with tight labor market and rising housing prices fueling inflation, while slower
domestic demand, as evidenced by 0.4% contraction in Icelander's payment card turnover between years in Q1, is pulling in the opposite
direction. Analysts expect tight monetary stance to continue to hamper economic activity during the year, significantly slowing economic growth.

Outlook for the Bank

In recent years, the Arion Group has carefully followed a strategy designed to make it a leading company which drives the success of its
customers and society as a whole. This vision builds on long-term business relationships, diverse services and strong teamwork which forms
the basis for a seamless customer experience and sustainable value creation. The success of this approach is reflected in the Group’s
performance in recent years, and the Group is in an excellent position to maintain and consolidate these results in the future.

On 1 March, the management presented a strategic update at the Capital Markets Day which is held every second year for investors and other
stakeholders. The key points were that Arion Bank operates on attractive markets, occupies a strong and leading position, has clear growth
opportunities and has a proven track record in recent years of reaching its operating targets. These factors combine to give a positive outlook
for the future.

Employees
The Group had 813 full-time equivalent positions at the end of the period, compared with 822 at the end of 2023.

Arion Bank and Vordur have in place an incentive scheme which came into effect in 2021 for employees of Arion Bank and Vordur. The
scheme is in compliance with the FSA’s rules on remuneration policies for financial institutions. The scheme is split into two parts. Firstly,
employees can receive up to 10% of their fixed salary in the form of a cash payment. Secondly, a limited group can receive up to 25% of their
fixed salary as a payment in the form of shares in the Bank. Of this 25%, a total of 60% will be delivered immediately but is subject to a 3-year
lock-up period. The remaining 40% is delivered in four to five years’ time. The key metric used to determine whether remuneration will be paid
for 2023, in part or in full, is whether the Bank’s return on equity in the relevant year is higher than the weighted ROE of the Bank’s main
competitors. Stefnir has a special incentive scheme where other criteria are used as a basis. Since 2021 Arion Bank has had in place a share
option plan for all employees of the Bank, and the subsidiaries Voérdur and Stefnir, which is considered important for aligning the interests of
employees with the long-term interests of the Bank. The share option plan was initially for five years and employees are entitled to buy shares
for up to ISK 1,500,000 each year. The purchase price is determined by the Bank’s average share price 10 days before the share option
agreement is signed.

Funding and liquidity

In terms of funding and liquidity management the Group’s liquidity position remains strong. The Bank’s liquidity position was above the required
minimum and the liquidity ratio at the end of March 2024 was 144%, with the minimum requirement being 100%.

The Bank continued to issue covered bonds in the domestic market. Total issuance was ISK 15.5 billion (of which ISK 4.0 billion was for the
Bank's own account ) in the first three months of 2024.

Arion Bank Condensed Consolidated Interim
Financial Statements 31 March 2024 5



Endorsement and statement S g
by the Board of Directors and the CEO

Capital adequacy and dividends

Arion Bank's dividend policy states that the Bank aims to pay 50% of net earnings in dividends and that additional dividend or share buybacks
can be considered when the Bank's capital levels exceed the minimum regulatory requirements together with the Bank's management buffer.
The Bank aims in the medium term to maintain capital adequacy ratios 150-250bps above total regulatory requirements. The Bank’s issuer
rating from Moody'’s is A3 with a stable outlook and S&P recently upgraded the Bank’s rating to BBB+ with a stable outlook. In April the Bank
concluded a strategic review of its credit rating, going forward the Bank will operate with one international credit rating agency, Moody’s.

In March 2024, the Bank paid a dividend of ISK 9.0 per share, approximately ISK 13.1 billion, as authorized by the Annual General Meeting. In
addition to its authority to propose that the Bank pay dividends or other disbursements of equity, the Board is authorized to purchase up to 10%
of the Bank's issued share capital.

In March 2024 Arion Bank announced a repurchase program. Under the program the Bank will repurchase 36.5 million shares for the total
amount of up to ISK 5,000 million.

The Group's capital adequacy ratio on 31 March 2024 was 23.2% and the CET1 ratio was 18.8%, when the unaudited interim net earnings for
the first quarter of 2024 are included. The ratios account for a deduction due to foreseeable dividend payments that represent 50% of net
earnings, in line with the Bank's dividend policy, as well as share buyback of up to ISK 5 billion as approved by the Board in March 2024. This
compares to a regulatory capital requirement of 19.7%, including the combined buffer requirement.

Having temporarily vacated the 2% countercyclical capital buffer in March 2020, the Central Bank of Iceland reinstated the buffer at the same
level, effective from 29 September 2022. In March 2023 the Central Bank announced that it would increase the countercyclical buffer to 2.5%,
effective from 15 March 2024. The increase has now come into effect, increasing Arion Bank's total capital requirement by broadly the
corresponding percentage.

The Bank's REA increased by ISK 26.6 billion in the first quarter of 2024. This was driven primarily by an increase of ISK 21.6 billion in the loan
portfolio REA. REA changes for other risk factors were less material.

The Central Bank of Iceland's Resolution Authority approved Arion Bank's resolution plan on 17 October 2023. With the approval of the
resolution plan, the Resolution Authority set the Bank's MREL requirement at 20.2% of the total risk exposure amount and 6% of the total
exposure measure, based on year-end 2022 data. Arion Bank is in full compliance with the requirement. An MREL subordination requirement is
expected to come into effect in Q3 2026.

Group ownership

Gildi lifeyrissjédur was the largest shareholder in Arion Bank with a shareholding of 9.84% at the end of March. Arion Bank held 0.70% of its
own shares at the end of March. The number of shareholders was 10,897 at the end of March, compared with 10,906 at the beginning of the
year. Further information on Arion Bank's shareholders can be found in Note 37.

Risk management

The Group faces various risks arising from its day-to-day operations as a financial institution. Managing risk is therefore a core activity within
the Group. The key to effective risk management is a process of on-going identification of significant risk, quantification of risk exposure,
actions to limit risk and constant monitoring of risk. This process of risk management and the ability to manage and price risk factors is critical
to the Group's continuing profitability as well as ensuring that the Group's exposure to risk remains within acceptable levels. The Board of
Directors is ultimately responsible for the Bank’s risk management framework and ensuring that satisfactory risk policies and governance
structure for controlling the Bank’s risk exposure are in place. The Group’s risk management, its structure and main risk factors are described
in the notes and in the Bank’s unaudited Pillar 3 Risk Disclosures.

Governance

At the Bank’s AGM on 13 March 2024, five members were elected to serve on the Board of Directors until the next AGM, three women and two
men. Paul Richard Horner was elected Chairman. Additionally, two Alternate Directors (one woman and one man) were elected. All Directors
and Alternates are independent of Arion Bank, its management and major shareholders. The Board’s composition as regards gender
representation complies with statutory requirements, which stipulate that companies employing more than 50 people must ensure that the
gender ratio of the board of directors and alternate board is no less than 40%.

Arion Bank Condensed Consolidated Interim
Financial Statements 31 March 2024 6
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Endorsement of the Board of Directors and the Chief Executive Officer

The Condensed Consolidated Interim Financial Statements of Arion Bank for the period ended 31 March 2024 have been prepared in
accordance with International Financial Reporting Standard IAS 34 Interim Financial Reporting as adopted by the European Union and
additional requirements in the Icelandic Financial Statements Act, Financial Undertakings Act and Rules on Accounting for Credit Institutions.

It is our opinion that the Condensed Consolidated Interim Financial Statements give a true and fair view of the financial performance and cash
flow of the Group for the period ended 3 March 2024 and its financial position as at 31 March 2024. Furthermore, in our opinion the Condensed
Consolidated Interim Financial Statements and the Endorsement of the Board of Directors and the CEO give a fair view of the development and
performance of the Group's operations and its position and describe the principal risks and uncertainties faced by the Group.

The Board of Directors and the CEO have today discussed the Condensed Consolidated Interim Financial Statements of Arion Bank for the
period ended 31 March 2024 and confirm them by means of their signatures.

Reykjavik, 30 April 2024

Board of Directors
Paul Horner, Chairman
Kristin Pétursdéttir, Vice Chairman
Gunnar Sturluson
Liv Fiksdahl
Steinunn Kristin Thordardottir

Chief Executive Officer

Benedikt Gislason

Arion Bank Condensed Consolidated Interim
Financial Statements 31 March 2024 7



Consolidated Interim Income Statement

INterest INCOME ........ocoveiiieiieceec e
INterest eXPENSEe .......ccccvvvvieiiiiiiiiiic e

Net interest iNCOME .......ccccvvvvveeiiiiiiiee e
Fee and commission income
Fee and commission expense

Net fee and commission income
INSUIANCE MEVENUE .....evvveeiee e sivee et
Insurance service expenses

Insurance service results

Net financial income

Other operating income .
Other net operating income

Operating iNCOME ...t

Operating expenses

BanK 1eVY ...cooiiiiiiiiiiiic e
Net impairment ..........ccccoveveeieeeeee e

Earnings before income tax

Income tax expense

Net earnings from continuing operations

Discontinued operations held for sale, net of income tax

Net €arnings ......ccccoceriiiiieiie e

Attributable to

Shareholders of Arion Bank hf.
Non-controlling interest

Net €arniNgs .....cccccoceeriiiiieiie e

Earnings per share

Basic earnings per share attributable to the shareholders of Arion Bank (ISK)

Diluted earnings per share attributable to the shareholders of Arion Bank (ISK)

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim
Financial Statements 31 March 2024

Notes 2024 2023
1.1.-31.3. 1.1.-31.3.
33,638 29,168
(22,393)  (18,175)
6 11,245 10,993
4,336 5,286
(971) (842)
7 3,365 4,444
4,667 3,962
(4,882) (4,698)
8 (215) (736)
9 29 794
10 50 14
79 808
14,474 15,509
11 (6,554) (6,440)
14 (460) (449)
15 (315) (52)
7,145 8,568
16 (2,704) (2,287)
4,441 6,281
17 ©) 10
4,432 6,291
4,444 6,284
(12) 7
4,432 6,291

18
3.07 4.32
3.00 4.10

Amounts are in ISK millions



Consolidated Interim Statement of Comprehensive Income

Notes 2024 2023
1.1.-31.3. 1.1.-31.3.

(= Q== T a1 o o PP PP PP OPPPPPPN 4,432 6,291
Net change in FV of financial assets carried at FV through OCI, net of taX .........ccccoovveiiiiinnieeinieeeenn 102 113
Net realized loss (gain) on financial assets carried at FV through OCI, net of tax

and reclassification from OCI equity reserve, transferred to the P/L .........ccccceviiiiieeiiiee i 9 79 (118)

Changes to reserve for financial instruments at FV through OCI
that is or may be reclassified subsequently to the Income Statement .............cccceioiiiiiiicininen. 181 (5)

Total COMPIrENENSIVE INCOME ....i.iiiiiiiiieieie ettt ettt ne e ene e s 4,613 6,286

Attributable to

Shareholders Of ArON BANK ..........uuiiiiiiiiiieie e e e e et e e e e e e e et e e e e e e s e b eseeesesatbaeseeerees 4,625 6,279
NON-CONLFOIING INEEIEST ...ttt se e s e e e (12) 7
Total COMPIrENENSIVE INCOME ....i.iiiiiiiiiiieie ettt ettt e et be e ene e e 4,613 6,286
Comprehensive income per share 18
Basic comprehensive income per share attributable to the shareholders of Arion Bank (ISK) ................. 3.19 4.32
Diluted comprehensive income per share attributable to the shareholders of Arion Bank (ISK) ... 3.04 4.10
The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions

Financial Statements 31 March 2024 9
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. . . . .. e
Consolidated Interim Statement of Financial Position
Assets Notes 31.3.2024 31.12.2023
Cash and balances With Central BanK ..............uuuiiiiiiiiiie et e e 19 102,405 102,095
LoANSs t0 Credit INSHEULIONS .......vviiiieieeee e e e e e e e e e e e e e e e e et s e e e e e esbaaaaeeeees 20 33,782 28,835
o= T o (o e U E] (0] 1 11T 6N 21 1,178,700 1,152,789
FINANCIAI INSTIUMEBNES ...vueiiiiiiiiiee ettt e e e e e et s e e e s e e et e e e e e e e s saaaeeeeeesaasranaes 22-24 195,914 205,706
INVESTMENT PrOPEITY ...t 24 9,542 9,493
INVESTMENES IN ASSOCIALES ....vviiiiiiiiiiiieee ettt ettt e e et e e e e e e e e s e bbbt e e e s s s bbb et e e e e anbbreeeeeannes 26 797 789
INANGIDIE @SSELS ...ttt sttt e et e et ettt 27 7,885 8,051
Tax assets ......... 28 39 39
Assets and disposal groups held for Sale ... 29 64 62
(@] 1 LT = 11T £ TR 30 15,304 17,813
o] N Y=Y £SO ROPRPPPR 1,544,432 1,525,672
Liabilities
Due to credit institutions and Central BAnK .........cccccceoeeiiuurriuriiiiriieeieereereereeeeeeeeeereeeeeeeererrereereeeeees 23 3,205 2,771
[D1=T o To ]| £ PP PUPR PP 23 802,068 792,710
Financial liabilities at fair value ... . 23 10,778 11,646
LI R L o 1 = PP PP PPPPRPRN 28 11,732 11,169
OthEr HADIIEIES ...vvveveeeeeeeeeeeeeeeeeee e 31 50,628 46,336
{220 (01111 o OO PP PPPPPRPTPOPN 23,32 433,047 420,460
Subordinated HADIlItIES ..........uuuveeeieiiiieeeeeeeeeeee s 23,33 41,558 41,279
Total Liabilities 1,353,016 1,326,371
Equity 36
Share capital and share premium 11,207 10,634
(O] 1T R (YT A V=T SRRt 12,365 12,283
R = U =To I T o TP R U SOUPPPPTRPPN 167,353 175,881
Total Shareholders' EQUILY .oooiuuiiiiieiiiiiiee ettt e e e e e e e s et e e e e e s snbnees 190,925 198,798
NON-CONLrOING INEEIEST ...t s e 491 503
Lo €= U 1o U Y TP RSR 191,416 199,301
Total LiabilitieS and EQUILY .....eeiiiieeiiie et s e e eee e sseee e st e e snteeesnneeenee 1,544,432 1,525,672
The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions

Financial Statements 31 March 2024 10



Consolidated Interim Statement of Changes in Equity

Equity 1 January 2024 ........ccccooveveiiieeiniieeieeene

Net earnings ............

Net change in fair value ...........ccccoviiiiiiieeniieenns
Net realized loss transferred to P/L .........ccccceeeene

Total comprehensive income .........cccoevveeeriineenne

Transactions with owners

Dividend paid ........

Share capital iNCrease ..........ccccccceveveiiiiecieennne

Share option charge
Share option vested

Share option forfeited ...........cccccoviiiiiiieiiiiiiinenn,

Incentive scheme

Warrants excercised
Changes in reserves

Equity 31 March 2024 ..........ccccoveeiiiiiiiiiieeiiiinns

ry
Restricted reserves
Debt invest-
Gain in ments at Total Non-
subs. & Capitalized  fair value share- cont-
Share Share Share  Warrants assoc., develop- thr. OCI,  Statutory = Retained holders' rolling Total
capital premium option reserve unrealized ment cost unrealized reserve earnings equity interest equity
1,446 9,188 409 825 7,772 880 (701) 1,637 175,881 198,799 503 199,302
4,444 4,444 (12) 4,432
102 102 102
79 79 79
- - - - - - 181 - 4,444 4,625 (12) 4,613
(13,058) (13,058) (13,058)
1 110 111 111
41 41 41
3 280 (40) 243 243
(105) 105 - -
1 164 165 165
14 (14) - -
(16) (30) (18) - -
1,451 9,756 305 811 7,756 850 (520) 1,637 167,353 190,925 491 191,416

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim
Financial Statements 31 March 2024
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Consolidated Interim Statement of Changes in Equity

Equity 1 January 2023 .........coocovveeeeeiiiiieeeeeeiiins
Net  arNINGS ......ooiiviiiiiie e
Net change in fair value ............ccocceeeiiiiiieeeinnins
Net realized gain transferred to P/L ..........ccccccveee.
Total comprehensive income ..........cccoccvvveeeeenne

Transactions with owners
Dividend paid ..........ccccoeviiiiiiiciiie e
Purchase of treasury shares ..........ccccccceeiiiinnns
Share option charge ...
Share option vested ..........ccccceeeiviiiieeeeeiiiiieeeee
Share option forfeited ............ccccooeiiiiiiiiis
Incentive scheme

Changes in reserves
Equity 31 March 2023 .........ccccocoeiiiiiiieeeneee

Net €arniNgs .......ccoevviriiiiiereesee e
Net change in fair value ...........ccccovveiiiiiiieenennns
Net realized loss transferred to P/L ............ccccceeee
Total comprehensive income ..........cccoccvvveeeennns
Transactions with owners
Share capital INCrease .........cccccveeeviiivieieeniniinnns
Purchase of treasury shares ...........ccccccccvevinnne
Share option charge ..........cccceevieiniieeiiiee .
Warrants eXCercisSed ..........cccevvrivirieeeiiiiinneeeeenns

Liquidation of a subsidiary ............ccccceviveinniennnns

Changes in reserves
Equity 31 December 2023 ...........ccccevvveenveeeninnen.

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim
Financial Statements 31 March 2024

rY
Restricted reserves
Debt invest-
Gain in ments at Total Non-
subs. & Gain in Capitalized fair value share- cont-

Share Share Share assoc., securities, develop- thr. OCI, Statutory Retained holders' rolling Total
capital premium option unrealized unrealized mentcost unrealized reserve earnings equity interest equity
1,466 11,906 339 6,308 1,941 1,002 (1,383) 1,637 163,263 187,307 649 187,956
6,284 6,284 7 6,291

113 113 113

(118) (118) (118)

- - - - - - 5) - 6,284 6,279 7 6,286
(12,357) (12,357) (12,357)

(16) (2,442) (2,458) (2,458)
59 59 59

1 295 (45) 251 251
(83) 83 - -

1 194 195 195
437 (179) (31) (227) - -

1,452 9,953 270 6,745 1,762 971 (1,388) 1,637 157,046 179,276 656 179,932
19,471 19,471 (25) 19,446

584 584 584

103 103 103

- - - - - - 687 - 19,471 20,158 (25) 20,133

- 27 27 27

(6) (795) (801) (801)
138 138 138

3 - -
- (128) (128)

1,027 (300) (91) (636) - -

1,446 9,188 408 7,772 1,462 880 (701) 1,637 175,881 198,798 503 199,301

Amounts are in ISK millions
12



Consolidated Interim Statement of Cash flows

2024 2023
1.1.-31.3. 1.1.-31.3.
Operating activities
[ LT =TTy a1 o T PSPPSR 4,432 6,291
(2,409) (6,241)

Non-cash items included in net earnings

Changes in operating assets and liabilities

Loans to credit institutions, excluding bank aCCOUNLS ...........coiuiiiiiii e 44 (3,780)
I F= [ R (o R o1 U] (o104 1T £ PP EP PO PPPPROON (19,302) (26,076)
Financial instruments and financial liabilities at fair ValUE ............ccooooreeiiiiie e 11,563 (12,423)
Other changes in operating assets and abilitIES ...........ccueiiiiiiiiiiie e e 6,070 23,587
[9) (TSI A C=Te=1 17 To [ PO RPN 25,261 20,768
L) CETC=TS] 0 o= o TSR (4,965) (4,695)
Dividend received ... . 78 63
[LaTeTeT o T=I €= g o =1 T P PRRTSRE (2,141) (1,834)
Net cash from (used in) operating activities ..........cccccrriiiiiiini e ——— 18,631 (4,340)
Investing activities
Acquisition Of INTANGIDIE @SSEES .......oeiiiiiii ittt e e a e e et e e e et e (82) (62)
Proceeds from sale of property and €QUIPIMENT ..........uiiiiiiiiiiiii e e 6 -
Acquisition of property and QUIPMENT .........ooiiiiiiiiiie et e et e e e e e e e e e e (71) (79)
Net cash used in investing activities ..........ccccciiiiiiiii e ———— (147) (141)
Financing activities
YU LYo I =TT or=T o] = USSP ERPR 111 -
Dividend paid to shareholders of Arion BanK ...........coooiiiiiiiiiiee e e (13,058) (12,357)
PUrChase Of trEASUNY STOCK .......coiiiiiiiiiii ittt e e e et e e e e e e e et e e e eabab et ee e e e baneaeeenaas - (2,458)
Proceeds from vested SNare OPLION ..........c.uiiiiiei it e et e e e et e e e e e e e e e 243 251
Net cash used in financing activities - (12,704) (14,564)

Net increase (decrease) in cash and cash equivalents .. 5,780 (19,045)

Cash and cash equivalents at beginnning Of the YEar ...........ccoo i e 114,993 150,131
Effect of exchange rate changes on cash and cash equivalent ..o (438) (1,237)
Cash and cash @qUIVAIENES ..........ciiiiiiiiiiiiiii i se e s s s s sas e e e e s se s s san e ee s ss s nnne s ea s s nnnnnnnssennnnnn 120,335 129,849

Cash and cash equivalents

Cash and balances With CeNral BANK ...........coooiiuiiiiiiiieee et e et e e e et e e e e e e et e e e e e ee st eeeseeaanaans 102,405 80,272
1572 101 Q= TeToto LU o1 TR 33,615 57,080
Mandatory reserve deposit With Central BanK ............cooueiiiiiiiiiiiie e (15,685) (7,503)
Cash and cash @qUIVAIENES ..........ciiiiiiiiiiiii i ss e s s s s san e e e e s se s s sas e ee s ss s nnnesee s s nnnnnenssennnns 120,335 129,849

The accompanying Notes are an integral part of these Condensed Consolidated Interim Financial Statements

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Condensed Consolidated Interim Financial Statements

General information

Arion Bank hf., the Parent Company, was established on 18 October 2008 and is incorporated and domiciled in Iceland. The registered office
of Arion Bank hf. is located at Borgartin 19, Reykjavik. The Consolidated Financial Statements for the year ended 31 December 2023
comprise the Parent Company and its subsidiaries (together referred to as "the Group").

1. Basis of preparation

The Condensed Consolidated Interim Financial Statements were approved and authorized for publication by the Board of Directors of Arion
Bank on 30 April 2024.

In preparing the Condensed Consolidated Interim Financial Statements, the Group has applied the concept of materiality to the presentation
and level of disclosure. Only essential and mandatory information is disclosed which is relevant to an understanding by the reader of the
Condensed Consolidated Interim Financial Statements.

Statement of compliance

The Condensed Consolidated Interim Financial Statements have been prepared in accordance with International Financial Reporting
Standard, IAS 34 Interim Financial Reporting, as adopted by the European Union and additional requirements in the Icelandic Financial
Statements Act, Financial Undertakings Act and Rules on Accounting for Credit Institutions. The Condensed Consolidated Interim Financial
Statements do not include all the information and disclosures required in the Annual Financial Statements, and should be read in conjunction
with Arion Bank's Annual Consolidated Financial Statements for the year ended 31 December 2023. The Annual Consolidated Financial
Statements are available on Arion Bank's website www.arionbanki.is.

The same accounting policies, presentation and methods of computation are followed in these Consolidated Interim Financial Statements as
were applied in the Consolidated Financial Statements for the year ended 31 December 2023.

Basis of measurement

The Condensed Consolidated Interim Financial Statements have been prepared on a historical cost basis except for the following:

- bonds and debt instruments, shares and equity instruments, short positions in listed bonds and equities and derivatives. For details on the
accounting policy, see Note 59 in the Annual Financial Statements 2023;

- investment properties are measured at fair value; and

- non-current assets and disposal groups held for sale are stated at the lower of their carrying amounts and fair value, less cost to sell.

Functional and presentation currency

The Condensed Consolidated Interim Financial Statements are presented in Icelandic krona (ISK), which is the Parent Company's functional
currency, rounded to the nearest million, unless otherwise stated. At the end of the period the exchange rate of the ISK against USD was
139.30 and 150.28 for EUR (31.12.2023: USD 135.82 and EUR 150.13).

Comparative figures

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 restated relevant comparative figures of the Consolidated Income Statement for the period 1 January to 31 March 2023.
The effects on the Financial Statements for the period 1 January to 31 March 2023 was as follows. Relevant disclosures have been

amended.
Impacts Restated
2023 due to 2023
1.1.-31.3. IFRS 17 1.1.-31.3.
QL CS =1y AT Teto] 4 1 T= SRR 29,233 (65) 29,168
Interest expense (18,218) 43 (18,175)
Net interest income 11,015 (22) 10,993
Fee and COMMISSION INCOME .......ueii et e e ettt e e et e e e e et ee e e e e et eeeeeeeesaaaeeeeeeesssaeeeeeaessssaeeeaesssaeeeeaannssseeeeaennnnnes 5,286 5,286
Fee and commission expense (933) 91 (842)
Net fee and commission income 4,353 91 4,444
Insurance revenue 118 3,844 3,962
Insurance service expenses ................... - (4,698) (4,698)
Insurance service results (Net insurance income) 118 (854) (736)
Net financial income 839 (45) 794
Other operating income 19 (5) 14
Other net operating income 858 (50) 808
Operating income. 16,344 (835) 15,509
Operating expenses (7,275) 835 (6,440)
Bank levy (449) (449)
Net impairment (52) (52)
Earnings DEfOr@ INCOME TAX.....iiueiiiiiiii ittt bttt ettt ettt he et e e bt e bt e bt e bt e st enbeenseenneanneas 8,568 - 8,568
Income tax expense (2,287) (2,287)
Net earnings from continuing operations.......... 6,281 - 6,281
Discontinued operations held for sale, net of income tax 10 10
Net earnings 6,291 0 6,291
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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2. Going concern assumption

The Group's management has made an assessment of the ability to continue as a going concern and is satisfied that the Group has the
resources to continue. In making this assessment, management has taken into consideration the risk exposures facing the Group, which
are further described in the Risk Management Disclosures. The Condensed Consolidated Interim Financial Statements are prepared on a
going concern basis.

3. Significant accounting estimates and judgements in applying accounting policies

The preparation of the Condensed Consolidated Interim Financial Statements requires management to make judgments, estimates and
assumptions that affect the reported amount of revenues, expenses, assets and liabilities, and the accompanying disclosures, as well as
the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could result in outcomes that require a material
adjustment to the carrying amount of assets or liabilities affected in future periods.

Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year, are described below.
The Group based its assumptions and estimates on parameters available when the Condensed Consolidated Interim Financial Statement
were prepared. Existing circumstances and assumptions about future developments, however, may change due to market changes or
circumstances arising that are beyond the control of the Group. Such changes are reflected in the assumptions when they occur.

Impairment of financial assets

The book value of financial assets which fall under the impairment requirements of IFRS 9 are presented net of expected credit losses in
the statement of financial position. On a monthly basis expected credit losses for stages 1 and 2 are recalculated for each asset, the
calculations are based on PD, LGD and EAD models. Stage 3 calculations are based on LGD and EAD parameters. In addition to the
model outcomes, the assessment of expected credit losses is based on three key factors: management's assumptions regarding the
development of macroeconomic factors over the next five years, how those factors affect each model and how to estimate a significant
increase in credit risk. The assumptions for macroeconomic development are incorporated into each model for three scenarios: a base
case, an optimistic case, and a pessimistic case. Management estimates the probability weight for each scenario used for calculations of
the probability weighted expected credit losses. The amount of expected credit losses to be recognized is dependent on the Bank's
definition of significant increase in credit risk, which controls the impairment stage each asset is allocated to. Management has estimated
factors to measure significant increase in credit risk from origination, by comparison of changes in PD values, annualized lifetime PD
values, days past due and watch list. For further information see Note 59 in the Annual Financial Statements 2023.

Macroeconomic outlook

The Icelandic economy has proven resilient during a period of challenging conditions characterized by persistent high inflation and high
interest rates following a sharp rise post-Covid. Having peaked at 10.2% in February 2023, inflation appears to be subsiding but at 7.7% it
is still well above the Central Bank’s inflation target of 2.5%. While private consumption has softened and unemployment begun to rise
slightly, neither development is likely to accelerate in a materially adverse manner. Despite the increased cost of borrowing, demographic
considerations have counteracted downward pressures on house prices resulting in only a modest reduction in real terms which is expected
to continue in the near to medium term. Ongoing seismic and volcanic activity in the Reykjanes peninsula is a source of uncertainty and
may hecessitate material fiscal intervention by authorities.

Impairment of intangible assets

The carrying amounts of goodwill, infrastructure and customer relationship and related agreements are reviewed annually to determine
whether there is any indication of impairment. If any such indication exists the asset's recoverable amount is estimated. An impairment loss
is recognized if the carrying amount of an asset exceeds its recoverable amount. Impairment losses are recognized in the Consolidated
Income Statement. The recoverable amount of an asset is the greater of its value in use and its fair value less cost to sell. In assessing
value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks specific to the asset.

Revaluation of investment properties

The Group carries its investment properties at fair value, with changes in fair value being recognized in the statement of profit or loss. For
investment properties, either a valuation methodology based on present value calculations is used, as there is a lack of comparable market
data because of the nature of the properties, or the investment properties are valued by reference to transactions involving properties of a
similar nature, location and condition.

4. The Group

Shares in the main subsidiaries in which Arion Bank holds a direct interest Equity interest
Operating activity Currency  31.3.2024 31.12.2023

Eignabjarg ehf., Borgartin 19, Reykjavik, Iceland ............cccccceviiiiiiiiiiniecnnne. Holding company ISK 100.0% 100.0%

Landey ehf., Borgartin 19, Reykjavik, Iceland ............ccccocvevviveiiieeiiieenieeeee, Real estate ISK 100.0% 100.0%

Leiguskjol ehf., Bjargargata 1, Reykjavik, Iceland . Rental guarantee ISK 51.0% 51.0%

Stefnir hf., Borgartin 19, Reykjavik, Iceland ............cccoccveviieeniie e Asset management ISK 100.0% 100.0%

Vordur tryggingar hf., Borgartin 19, Reykjavik, Iceland ............cccccoovvevieennnen. Insurance ISK 100.0% 100.0%

Landey ehf. holds a 51% shareholding in its subsidiary Arnarland ehf. and recognizes minority interest accordingly.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Operating segment reporting

Segment information is presented in respect of the Group's operating segments and is based on the Group's management and internal
reporting structure. The business units are segmented according to customers, products and services characteristics. Segment
performance is evaluated based on earnings before tax.

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 cost and relevant risk premium.

5. Operating segments

Markets & Stefnir

Markets & Stefnir comprise Asset Management and Capital Markets. Asset Management manages financial assets on behalf of its
customers according to a pre-determined investment strategy. Asset Management also administers pension funds. Asset management
comprises Institutional Asset Management, Premia Service for extensive banking clients, Private Banking and Pension Fund
Administration. The operation of Stefnir hf. is presented under the segment. Stefnir hf. is an independently operating financial company
owned by Arion Bank and manages a broad range of mutual funds, investment funds and institutional investor funds. Markets also offers
comprehensive selection off funds from some of the leading international fund management companies. Capital Markets is a securities
brokerage and brokers listed securities transactions for the Bank’s international and domestic clients on all the world’s major securities
exchanges.

Corporate & Investment Banking (CIB)

Corporate & Investment Banking provides comprehensive financial services to companies and investors with focus on meeting the needs
of each client, both in Iceland and internationally. The division is divided into Corporate Banking and Corporate Finance.

Corporate Banking's experienced account managers specialize in key economic sectors such as retail and services, seafood, energy and
real estate. The division serves companies ranging from SMEs to large cap’s and provides full range lending and insurance products,
including guarantees, deposit accounts, payment solutions, and a variety of value-added digital solutions. The Corporate portfolio
composition is diversified between sectors, customers and currencies which include international exposures, partly through syndicates with
other Icelandic or international banks.

Arion Bank's Corporate Finance works closely with Corporate Banking and provides the Bank’s clients with comprehensive financial
advisory services, with a key focus on M&A advisory, private placements, IPOs and other offerings of securities.

The corporate segment of the insurance subsidiary Vordur is part of Corporate & Investment Banking.

Retail Banking

Retail Banking provides a diverse range of financial services in 13 branches and service points across Iceland in addition to service centre
and digital solutions both in the Arion app and online banking. These services include deposits and loans, savings, payment cards,
pensions, insurance, securities and funds. In order to improve efficiency the branch network is split into four regions, and smaller branches
can therefore benefit from the strength of larger units within each region.

The individuals segment of the insurance subsidiary Vérdur is part of Retail Banking.

Treasury

Treasury is responsible for the Bank's funding, liquidity and asset-and-liability management. Treasury oversees the internal funds’s transfer
pricing and manages the relationship with investors, credit rating agencies and financial institutions. Market making activities in domestic
securities and FX as well as FX brokerage sits within Treasury.

Other subsidiaries

Subsidiaries include the subsidiaries Landey ehf., which holds the main part of the Group's investment property and other smaller entities of
the Group.

Supporting units

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 & 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.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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5. Operating segments, continued

Retail Subsidi- Supporting
1.1.-31.3.2024 CiB Banking aries excl. units
Markets including including Stefnirand and elimi-
Income Statement and Stefnir insurance insurance  Treasury Voérdur nations Total
Net iNterest iNCOME ......cooiiiiieieei e 312 6,124 4,245 610 (60) 14 11,245
Net fee and commission income 1,354 933 855 125 51 47 3,365
Insurance service results ............ccoceeveiiiniiniieneens - (151) (107) - - 43 (215)
Net financial income 43 126 103 (243) - - 29
Other operating income - 2 7 - 18 23 50
Operating iNCOME ........cooiiieiiiieiiee e 1,709 7,034 5,103 492 9 127 14,474
Operating EXPENSES ........cccuvvvieriierienee e (618) (394) (778) (229) (68) (4,467) (6,554)
Allocated EXPENSES .....cccvuviiieeeiiiiiiiie e siiiiiee e e (654) (1,255) (2,110) (342) (31) 4,392 -
BanK [EVY ...ooiiiiiieiiiie e (11) (150) (214) (85) - - (460)
Net iIMPaIrMENt .....c..vveiiee i (11) 286 (589) - - 1) (315)
Earnings before income tax ........ccccccovveiinnniieens 415 5,521 1,412 (164) (90) 51 7,145
Net seg. rev. from ext. CUSIOMErS ........ccccvveevveeernnenne 727 9,440 10,367 (6,228) 75 93 14,474
Net seg. rev. from other segments .. 982 (2,406) (5,264) 6,720 (66) 34 -
Operating iNCOME ........cooiiieiiiie e 1,709 7,034 5,103 492 9 127 14,474
Balance Sheet
LOans t0 CUSIOMEIS ........vueieeeiieiiiiieee e, 8,136 551,358 620,373 - - (1,167) 1,178,700
Financial inStruments ..........cccoovveeiiieeiiiic e 33,146 12,333 21,590 131,876 108 (3,139) 195,914
Other external aSSEtS ........ccccccvvvvrrrrrrrrrrrerrreereereeeennns 6,064 1,288 5,573 126,479 12,602 17,812 169,818
INternNal @SSELS ......cccvvviiiiiiiiiiiee e 52,176 - - 301,730 5,183 (359,089) -
TOtAl ASSELS ..vviiiviieiiiiei e 99,522 564,979 647,536 560,085 17,893 (345,583) 1,544,432
DEPOSIES oottt 88,605 363,670 320,666 32,129 - (3,002) 802,068
Other external liabilities ............cccccoevviiniiiicee 2,086 11,325 19,252 502,528 8,847 6,910 550,948
Internal liabilities ...........cooeeeeiiieieeeeeeeecs - 94,864 254,627 - - (349,491) -
Total [labilities ..o 90,691 469,859 594,545 534,657 8,847  (345,583) 1,353,016
Allocated EQUILY ...eeeiveeeiiieeeiiee e 8,831 95,120 52,991 25,428 9,046 - 191,416
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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5. Operating segments, continued
Retail Subsidi- Supporting
1.1.-31.3.2023 CiB Banking aries excl. units
Markets including including Stefnirand and elimi-
Income Statement and Stefnir insurance insurance  Treasury Vordur nations Total
Net iNterest INCOME .....cooeeiiiiiiiiiieeeeee e 227 4,974 4,970 887 (65) - 10,993
Net fee and commission income .................cceeeeeeennn. 1,562 1,528 987 161 98 108 4,444
Insurance Service results .........ccvveeeeeeiiiieeeeesnciiiennn, - (159) (526) - - (51) (736)
Net financial iINCOMe ..........cccccceiiiiiiiiiceee 19 165 512 223 (124) (1) 794
Other operating income ... 2 (10) 10 2 8 2 14
Operating iNCOME ........cooiiieiiiieiiee e 1,810 6,498 5,953 1,273 (83) 58 15,509
Operating EXPENSES ........cccevvveerieerienee e (595) (330) (886) (221) (116) (4,292) (6,440)
Allocated EXPENSES .....cccvvvriieeeiiiiiiiie e sniiieee e (589) (1,041) (2,245) (346) (20) 4,241 -
BanK [8VY ..ot (11) (146) (209) (83) - - (449)
Net iIMPaIrMENt .......uvviiiee e 2) 111 (188) 3 21 3 (52)
Earnings (loss) before income tax 613 5,092 2,425 626 (198) 10 8,568
Net seg. rev. from ext. CUSIOMErS ........ccccvveevveeernnenne 249 8,897 13,332 (6,960) ?3) (6) 15,509
Net seg. rev. from other segments ..........ccccceeevvnneeen. 1,561 (2,399) (7,379) 8,233 (80) 64 -
Operating iNCOME ........cooiiieiiiie e 1,810 6,498 5,953 1,273 (83) 58 15,509
Balance Sheet
LOans t0 CUSIOMEIS ........vueieeeiieiiiiieee e, 3,669 462,599 648,334 153 74 (701) 1,114,128
Financial inStruments ..........cccoeeveeneeniesiec e 33,778 8,199 20,197 144,554 1,228 (2,960) 204,996
Other external aSSets ..........ccccvvvveeeeiiiiivireeeeciiieeeenn 6,916 1,437 6,435 149,125 9,974 7,633 181,520
INternNal @SSELS ......cccvvviiiiiiiiiiiee e 57,901 - - 307,930 5,763 (371,594) -
TOtal ASSELS cuvievieiiieiie et 102,264 472,235 674,966 601,762 17,039 (367,622) 1,500,644
DEPOSIES +..vveveeeneeenieeeiiesieesieete et esneeaneeeeeeneeenneesnee e 90,777 268,916 337,605 80,912 - (3,187) 775,023
Other external liabilities ...........ccoceeieenieniiiiicieee 2,257 10,714 17,089 500,270 8,200 7,159 545,689
Internal liabilities ...........cooeeeeiiieieeeeeeeecs - 112,069 259,525 - - (371,594) -
Total liabilities ......ccceeviiiiiiiii e 93,034 391,699 614,219 581,182 8,200 (367,622) 1,320,712
Allocated EQUILY ...eeeiveeeiiieeeiiee e 9,230 80,536 60,747 20,580 8,839 - 179,932
Income taxes and discontinued operations held for sale are excluded from the profit and loss segment information.
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Consolidated Income Statement

6. Net interest income

1.1.-31.3.2024 Amortized Fair value Fair value
Interest income cost thr. P/L thr. OCI Total
Cash and balances with Central BanK .............cooeiiiiiiiiiiieiiieeiiee e e e 1,997 - - 1,997
L0ans to Credit INSIULIONS ........iiiiiieiie et 310 - - 310
29,400 - - 29,400
- 523 1,398 1,921
10 - - 10
31,717 523 1,398 33,638
Interest expense
DIBPOSIES .ttt e s (13,705) - - (13,705)
Borrowings (5,996) (1,609) - (7,605)
Subordinated NADINTIES ........iiiuiiiiiieiiie et e e e e e e e s nbnees (896) (146) - (1,042)
(@1 =] S OSSR P R PP PR RTPRTPUROPROPIN (41) - - (41)
INTEIEST EXPEINSE oottt ettt ettt e e e ettt e e e e ettt e e e s s b bbb et e e e s s sbbeeeeeeannseeeeeaans (20,638) (1,755) - (22,393)
NEL INTEIESE INCOME .o 11,079 (1,232) 1,398 11,245
1.1.-31.3.2023
Interest income
Cash and balances with Central Bank . . 1,393 - - 1,393
Loans to Credit iNSHIULIONS ..........cocuiiiiiiieee e s 257 13 - 270
LOBNS 10 CUSTOMIEIS ...eiiiiiiiiiiiiii ettt anaees 26,387 - - 26,387
Securities ... . - 232 819 1,051
(@131 T PP PP PP PP UPRRPPPROPPRI 67 - - 67
RN =T =T T ToTo] 1 o 1= Y 28,104 245 819 29,168
Interest expense
DIBPOSIES .ttt ettt s (9,902) - - (9,902)
BOMOWINGS ...ttt ettt r e st e e e e e e e e s ane s (5,935) (1,018) - (6,953)
Subordinated NADIITIES ........iiiiiiiiii et e e e e e e s nbbees (1,153) (118) - (1,271)
(@1 =] S TS TERU R PP PRSP PRTOUROPROPI (49) - - (49)
INEEIEST EXPENSE ...ttt et s bttt e et e et e e (17,039) (1,136) - (18,175)
NEt INTEreSt INCOME ....oiiiiiii e 11,065 (891) 819 10,993

Net interest income calculated using the effective interest rate method were ISK 31,872 million during the period (3M 2023: ISK 28,031

million).
2024 2023
Interest spread 1.1.-31.3. 1.1.-31.3.
Interest spread (the ratio of net interest income to the average carrying amount of interest bearing assets) ............. 3.1% 3.1%
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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7. Net fee and commission income

1.1.-31.3.2024 1.1.-31.3.2023
Net Net
Income  Expense income Income  Expense income
ASSEt MANAGEIMENT .....viiiiiiiiiiiiiee et 1,313 (163) 1,150 1,491 (139) 1,352
Capital markets and corporate finance ..........cccccceeveeeiniecineennnnn. 422 (12) 410 666 (23) 653
Lending and financial gquarantees ...........cccccceeviiiireeeeeiiiieeee s 798 - 798 1,343 - 1,343
377 (24) 353 336 (6) 330
1,212 (664) 548 1,224 (594) 630
214 (186) 28 226 (189) 37
Commission expense from insurance operation .............ccceeevvveee.. - 78 78 - 99 99
Net fee and commisSion INCOME .........cooevvvveeeiiiiiei, 4,336 (971) 3,365 5,286 (842) 4,444

Asset management fees are earned by the Group for trust and fiduciary activities where the Group holds or invests assets on behalf of the
customers.

Fee and commission income from capital markets and corporate finance includes miscellaneous corporate finance services plus
commission from capital markets relating to sales of shares, bonds, FX and derivatives.

Fee and commission income from lending and financial guarantees is mainly related to lending activities, extension fees, advisory services
and documentation, notification and payment fees plus fees from the issuing of guarantees on behalf of customers.

Fee and commission income on collection and payment services is generated billing services, such as issuing invoices and payment
collection notices, wire transfer services and other payment services.

Commission from cards and payment solutions is mainly from the Bank's issuance of credit and debit cards and other card related
commission, e.g. yearly fee on cards and transaction fees.

Other fee and commission income is mainly fees relating to sale, custody and market making on the Icelandic stock exchange.

. Insurance service results

2024 2023

1.1.-31.3 1.1.-31.3

INSUFANCE FEVEINUE .. iivuiiiitiieiitiee et e e ettt e e et e e e e e e e et ee ettt e e e b e e et e e s s e s aaa e e e saeesba e s s ba e s s b se s san e s san e saan e sanneessnneessaeesrnsereen 4,667 3,962
INCUITEA CIAIMS ...ttt sttt bt e e bt e e et e e et e e b e e e bt e ne e e ee e e e e neeese e e s aeeeae e e e e enneens (3,925) (3,669)
SEIVICE BXPENSES ..iuiitiiiieeeiiiiittee e e ettt e e e s ettt et te e s s aa bt et e eeeaas et et e e e e ansab et ee e e e s bbbt e e e a4 eas bbbt e e e e e annbb e e e e e e e nabteeeeeannbbbeeaeenantreen (885) (901)
INSUFANCE SEIVICE EXPENSES ....uvvieiiieiiiiiittteetaitteteeesaastteeeeesaasateteeeesastbbe et aessassbbeeeeeaasbseeeeeeaasbbeeeaeeaasbbbeeaaesaanbbbeeeeeannnes (4,810) (4,570)
Net expense from reinsurance CONracts NEId ...........cc.ooiiiiiiiiii e (72) (128)
INSUTANCE SEIVICE FESUILS ...oeeiiiiii ettt e e e s e s e e e s e e e s e e s e e e s (215) (736)

Operation results of Vérdur

Vordur's operation resulted in a loss of ISK 166 million for the first quarter of 2024 with a negative return on equity of 6.6%, compared with a
loss of ISK 5 million in the first quarter of 2023 and a negative return on equity of 0.2%.

2024 2023

1.1.-31.3 1.1.-31.3

Insurance service results ...........cccccooeverineennnen. (215) (736)
Insurance revenue elimination and reclassification 34 160
Insurance service results according to the Financial Statements of VOrdur ..............cccceiiiiiiiiiiiii s (181) (576)
[N VZ=ES1 00 0= oL B = U o PP 330 651
Net financial 0SS from INSUFANCE CONTIACES .........iiitiiiiiiieiiie ettt e et e e e e et e (303) (43)
TOLAl INVESTMENT FETUIM ...tttk h e e a et e a bt e e sttt oo sttt e e e et e ea bt e e sa b et e et e e e e nbb e e e bneeenneennes 27 608
(@43 LT (ol o L= PO SO P PP U PO PP PPRPOPRRN 3 3
Earnings DEfOre INCOME TAX ....oiiiiiiiiiii ittt et e e e e bt e e et e e ea b et e st eanbeeennnee (151) 35
g Toto] 1 (T =V O PO PP P PP RPPPPPPRPOt (15) 16
NS =TT 1T o L O O PP PP T PU PP PUPROT (166) 51
Combined ratio
Combined ratio of Vordur, including insurance revenue from the GroUP ...........cooviiiiiiiiiiiiiiiee e 103.9% 115.4%
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Financial Statements 31 March 2024 21



3¢
Notes to the Condensed Consolidated Interim Financial Statements

9. Net financial income
2024 2023
1.1.-31.3. 1.1.-31.3.
Net gain on financial assets and financial liabilities mandatorily measured

at fair value through Profit OF IOSS .........eiiiiiiieiiii e e e e e e s et e e e e s st b b ee e e e s annbnees 276 682
Gain on prepaymMeNnts Of DOMTOWINGS ... ..eii ittt ettt et et et e e bt e st e e e bb e e e nbb e e e bbeeanneeaane 15 -
Net loss on fair value hedge Of INErESE FAte SWAP .......oiiuuiiiiiiiiiiiii e e s e e e s areeeeeas 3) (6)
Net realized (loss) gain on financial assets carried at fair value through OCI and

reclassification from OCI equity reserve (107) 159
Net financial loss from insurance contracts (303) (45)
Net fOreign EXCRANGE QAIN ....coiiiiiiiie ettt e st e e e st e e e e e e bbb et eeesess bbb eeeeesas bbb et e e e e anbbeeeeeesnnbbeeeessansbnes 151 4
Net financial income 29 794
Net gain on financial assets and financial liabilities mandatorily measured at fair value through profit or loss
Equity instruments .. (382) 336
[T o a3 (01T (PP 761 266
DEIIVALIVES ....ttiiiiee ittt ettt ettt e e e ottt et e e 4o b e et e e e e aae et e e e e e Rt bttt e e o4 oA Rk b et e e e e e oA R b et e e e e e ennb b et e e e e et bbb e e e e e e an bbb e e e e e e nnnnrreen (103) 80
Net gain on financial assets and financial liabilities

mandatorily measured at fair value through profit Or 10SS ......ccciiiiiiiiiiii e 276 682
Net loss on fair value hedge of interest rate swap
Fair value change of interest rate swaps designated as hedging iNSITUMENES ..........ccovieriiieniieiiiie e (330) 1,663
Fair value change on bonds issued by the Group attributable to interest rate risk ...........cc.cocoriiiiriiiiniiicrieceeee 327 (1,669)
Net loss on fair value hedge Of INTEreSt FAtE SWAP ....c..eiiiiiiiiiiie ettt e e e e snneee s 3) (6)

10. Other operating income

2024 2023

1.1.-31.3. 1.1.-31.3.

Fair value changes on investment property . 4 5

Net gain (loss) on disposal of assets ........ 1 3)

Net [0SS 0N ASSEtS Nl fOr SAIE ........coviiiiii e s - 9)
Share of Profit (I0SS) Of ASSOCIALES ......cceiiuiiiiiie ittt e e e et b et e e e s sttt e e e e s bbbt e e e e esbbeeeeesaanbbbeeeeas 9 (17)

[ 43T et o = PSP PR PRSP 36 38
(@l a L= o] o L= = U] g Lo I g od o] 14 L= PP PP TP PPPPPPN 50 14

Real estates and other assets classified as assets held for sale are generally the result of foreclosures on companies and individuals.
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11. Operating expenses

2024 2023
1.1.-31.3. 1.1.-31.3.
Salaries and relatea EXPENSES ......c...uiiiiiieiiie ettt ettt et e aae e e ae e e e et bt e e 1b bt e e aa b e e e ahe e e he e e e bt e e nbb e e nnbe e e nneeean 4,211 4,099
Other operating expenses ... 3,151 3,175
Operating expenses from INSUFANCE OPEIALION .........ooiuiiiiiie ittt e et e et e e stbe e e st e e st e e abeeennene (808) (834)
OPETALING EXPENSES ...iiuiiieiiiiee ettt ate e ettt e et e e et e e e e e te e e ea st e e e b et e ok et e ok bt e e kst e e hs et e ae et e et e aabb e e ek ne e e nb et e nareeennnneennnee 6,554 6,440
12. Personnel and salaries
2024 2023
Number of employees 1.1.-31.3. 1.1.-31.3.
Average number of full-time equivalent positions during the period ..............cccociiiiiiii e 829 759
Full-time equivalent positions at the end of the PEriOd ...........ooiiiiiiiiiiiii e 813 781
Salaries and related expenses
SAIAMIES .. eieieeee et ————————————tattattetteeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeaeeeeeeeeeesssseasrabrbrrererrrrrrrrnnnnn 3,276 3,136
el LY IETol =T 1= PP PUTRTPTPPIN (24) (27)
Share-based PAYMENT EXPENSES ..........coiuiiiiiiie ittt sttt st et e e e e e s e e s s e et e e s reesteessaesaeesseeeneesnee e 42 59
Defined contribution PENSION PIANS .......iiiiiiiiiiiii ettt e e s b e e e e s s bbb e e e e e e e bbbt eeeesansbbbeeaeesanbrees 478 462
Salary-related expenses 439 469
Salaries and related EXPENSES .......uiiiiiiiiiiiiie ettt ettt e e e e ettt e e e s e bbbttt e e e s b bbbt e e e e e asbbbeee e e e sbbbeeeeeeanbbbeeaeesanbbreeeeas 4,211 4,099

Incentive schemes

During the first quarter the Group revised the provision for the incentive scheme which resulted in a ISK 31 million in provision, including
salary-related expenses (Q1 2023: ISK 35 million). At the period end the Group's accrual for the incentive scheme payments amounted to
ISK 939 million (31.12.2023: ISK 1,997 million).

Current incentive scheme for Arion Bank hf. and Vérdur came into effect in 2021. The scheme is in compliance with the FSA’s rules on
remuneration policy for financial institutions. The scheme is split into two parts. Firstly, employees can receive up to 10% of their fixed
salary for each fiscal year in the form of a cash payment. Secondly, a limited group can receive up to 25% of their fixed salary as a payment
in the form of shares in the Bank. Of this 25%, a total of 60% will be delivered immediately but is subject to a 3-year lock-up period. The
remaining 40% is delivered in four to five years’ time. The key metric used to determine whether incentive scheme payments will be paid by
the Bank, in part or in full, is whether the Bank’s return on equity is higher than the weighted ROE of the Bank’s main competitors. Other
supporting metrics are for example ROE and cost-to-income ratio vs target, compliance, staff NPS etc. Stefnir hf. has a special incentive
scheme where other criteria are used as a basis.

Share-based payment expense

Arion Bank has in place a share option plan for all employees of the Bank, Vordur and Stefnir, approved at the Banks annual general
meeting. A total expense of ISK 42 million was recognised in the Income Statement during the period (Q1 2023: ISK 59 million). Estimated
remaining expenses due the share option contracts are ISK 211 million and will be expensed over the next three years. For further
information on the share option program, see Note 36.
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13. Other operating expenses

2024 2023

1.1.-31.3. 1.1.-31.3.

I3 0 1=] T TP PP P PP PPPPPPRPPPPN 1,292 1,188
PrOfESSIONAI SEIVICES ...ttt ettt b e ekt e okt 1h bt e e ettt e e ab et e e ab e e e abe e e eab e e snbn e e e bne s 375 363
LY = U] (oo ST PPRPPTPPP 268 301
HOUSING EXPEINSES ...ttt ettt e et h e e s E e e bt e s e e et e e e e e b e e s heeeee e e s e e beenee e see e e an e e e e e nneesaeeeaes 128 145
Other admMiNISIrAtION EXPENSES .....cccuuiiiiieeiiiiiiitt e ettt e e e st e e e e e s beeee e s s bbb e et e e e s abbbeeeeeaaasbbeeeeeeasbbeteeessasbbreeaessnsbnees 667 734
Depreciation and impairment of property and eqUIPMENT .............ooouiiiiiiiiiie e 139 142
Depreciation Of FIGNT Of USE @SSEL ....o..uuiiiiiiiiiiiiii ettt e e e e sttt e e e s s e bbb e e e e e e s nbbeeeeeesnbbeeeeessnnebaes 34 32
Amortization of INtANGIDIE ASSELS .........couiiiiiii et s 248 270
Other OPEratiNng EXPENSES ....uiiiiiiieieiiiii ettt ettt e e e e s b bt e e e e e bbbt e e e e e e bbb e et e e e e aa bt beeeeeeassbbeeeeeeanbbaeeeeesabbbbeeeesannnbnees 3,151 3,175

14. Bank levy

The Bank levy is 0.838% on total debts excluding tax liabilities, in excess of ISK 50 billion. The tax is assessed on Financial Undertakings
but non-financial subsidiaries are exempt from this tax.

15. Net impairment
2024 2023
1.1.-31.3. 1.1.-31.3.
Net impairment on financial instruments and value changes on loans

Net impairment on loans to customers and financial INSHIULIONS .............cccoiiiiiii e (327) (70)
Net impairment on other financial iINStrUMENtS @t FVOCI ........uuiiiiiiiiiiiiie et e e e - Q)
Other value changes Of [0aNS - COMPOTALES ..........ciiiiiiiiieie ettt 9 5
Other value changes of 10aNSs - INAIVIAUAIS ...........ooiiiiiiiiiiieeiiiiee e e b e e e s e r e e e s s sbbbeeeeenanes 3 14
NEE TMP@ITIMIENT ...t ettt et e b e e s e e e s bt e e e R e e se e e s be e e seeese e et e e beesreesbeeasneenree e (315) (52)
Net impairment by customer type

INAIVIAUAIS ...ttt e ettt e ettt e ook bt e e ettt e sttt e st e e e st e ek et e e ab bt e e sh bt e e en b et e amt e e e enteeeenneeeanaeeennn (594) (114)
[O70] g oo =1 =2 ST PP P PP PPPPPPPPPPPPPPNY 279 62
NEE TMP@ITINIENT ...ttt ettt e b e e s e e e s bt e e e e e e se e e s be e e se e et e et e e beesreesbeeasneennee e (315) (52)

Other value changes of loans to individuals and corporates is mainly due to release of discount from loans acquired with discount during the
years 2008 to 2013, both due to impairments and other discount rate than reflected in the interest rates of the loans. The discount release
was primarily related to loans that were paid up during the period.
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16. Income tax expense

2024 2023

1.1.-31.3. 1.1.-31.3
CUITENT TBX EXPBIISE ...ttt ettt et e sttt e £ttt et ettt ettt e ettt ettt e e e e e e e e e e e e e e e e e e e eeeeaaaaaaaanannnanas 1,846 2,706
DTS (=T g =To I o M= o 1= o L= O PP TOUPR PPt 858 (419)
Income tax expense .... 2,704 2,287

2024 2023
Reconciliation of effective tax rate 1.1.-31.3 1.1.-31.3
Earnings before iNCOME TAX ......ccuiiiiiiiiiiii et n 7,145 8,568
Income tax using the Icelandic COrporate tax rate ............ccooeueeerieeeriiieeriiee e 21.0% 1,500 20.0% 1,714
Additional 6% tax on Financial Undertakings ...........coocuiviiiiiiiiiiieeeiiiiieee e 5.3% 379 7.8% 556
Non-deductible expenses .... 0.1% 10 0.2% 17
TaxX eXEMPL FEVENUES / IOSS .....uuiiiiieiiiiiiiiie ettt e e et e e e st e e e e e s nabeeeeeeas 8.1% 582 (1.1%) (81)
Non-deductible taxes (Bank [BVY) .........ccccoiiiiiiiiiii e 1.3% 92 1.3% 90
Tax incentives not recognized in the Income Statement . (0.4%) (29) 0.0% 1
OLher CRANGES ...ttt re e e 2.4% 170 (0.1%) (10)
EffECTIVE TAX TALE ..ot e 37.8% 2,704 26.7% 2,287
Financial undertakings pay 6% additional tax on taxable profit exceeding ISK 1 billion.
Tax exempt revenues / loss consist mainly of profit / loss from equity positions.
17. Discontinued operations held for sale, net of income tax
2024 2023

1.1.-31.3. 1.1.-31.3.
Net (loss) gain from discontinued operations held fOr SAlE ............cccooiiiiiiiiiiic e (11) 10
INCOMIE TAX EXPEINSE .. i e ookt bbbttt ettt e et £t £ e £t ettt ettt ettt e et et e e e e e e e e e e eeeeeaeeeeas 2 -
Discontinued operations held for sale, net 0f INCOME taX ........cccuiiiiiiiiiiii e 9) 10

Solbjarg ehf. and Stakksberg ehf., subsidiaries of Eignabjarg, are classified as held for sale.

18. Earnings per share

Basic earnings per share is based on net earnings attritutable to the shareholders of Arion Bank and the weighted average number of
shares outstanding during the period. Diluted earnings per share is calculated by adjusting the weighted average number of outstanding
shares to assume conversion of all dilutive potential ordinary shares. Arion Bank has issued warrants and stock options that have dilutive

effects.
Continued Discontinued
operations operations Net Earnings
2024 2023 2024 2023 2024 2023
1.1.-31.3. 1.1.-31.3. 1.1.-31.3. 1.1.-31.3. 1.1.-31.3. 1.1.-31.3.
Net earnings attributable to the shareholders of Arion Bank .......... 4,453 6,274 9) 10 4,444 6,284
Total compreh.income attributable to the shareholders ................. 4,634 6,269 9 10 4,625 6,279
Weighted average number of outstanding shares (millions) .......... 1,448 1,453 1,448 1,453 1,448 1,453
Weighted average number of outstanding shares
including warrants and options (Millions) ...........ccccccceviieiinenne 1,519 1,532 1,519 1,532 1,519 1,532
Basic earnings per share (ISK) ......ccccoveiviiiiiiiiciieeeeceeeee 3.08 4.32 (0.01) 0.01 3.07 4.32
Diluted earnings per share (ISK) .................. . 2.93 4.10 (0.01) 0.01 3.00 4.10
Basic comprehensive income per share (ISK) .......cccceeevveennnee. 3.20 4.31 (0.01) 0.01 3.19 4.32
Diluted comprehensive income per share (ISK) ..........ccccoceeee 3.05 4.09 (0.01) 0.01 3.04 4.10
Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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Notes to the Consolidated Interim Statement of Financial Position

19. Cash and balances with Central Bank 31.3.2024 31.12.2023
[@F=1] g 1] g T £ 1= 2 T R 2,938 4,190
Cash with Central Bank . . 83,782 82,179
Mandatory reserve deposit With CeNtral BANK ............c..iiiiiiiiiiiiiiiee et e e e e e e nnaeas 15,685 15,726

Cash and balances With CENTIal BANK .........cciiiiiiiiiiiiieiiieie et e e e et e e e e s e et e e e e e e eaaa e e e e saeaabnaes 102,405 102,095

The mandatory reserve deposit with the Central Bank is not available for the Group to use in its daily operations.

20. Loans to credit institutions 31.3.2024 31.12.2023
S E T Q= ot oto 1 o PSP EPN 33,615 28,624
[0 T=T gl (o - T PSPPI UPPPPP I 167 211
IO 1o F (ol T g=Te [E AT 1=y A1 UL A o] o F N 33,782 28,835

21. Loans to customers Individuals Corporates Total

Gross Gross Gross

carrying Book carrying Book carrying Book
31.3.2024 amount value amount value amount value
(@ =T (o[- 1 SRR 13,294 12,617 47,702 46,804 60,996 59,421
(O (=T 11 o= 1o [ SRR SUPPRRRRONE 16,781 16,545 2,138 2,087 18,919 18,632
MOTQAGE J0ANS ....ovvviiiiie ettt e 559,986 558,692 66,097 65,650 626,083 624,342
CONSLIUCHON [OANS ...vvvvviiiiiiiieiiieeeeeeeeeeeeeeeeeeeeee e eee e e e e e e e e e e e eaeaaaeaeaaees - - 45,223 45,000 45,223 45,000
CaPItal IEASE ..eecvvieeeiiie et 2,086 2,062 6,847 6,797 8,933 8,859
Other [0ANS ......vvviiie et e e e eaaaee e 28,702 27,880 398,884 394,566 427,586 422,446
L0ANS 10 CUSTOMENS ..uviieiiiiieciiiie ettt e stee e saee e 620,849 617,796 566,891 560,904 1,187,740 1,178,700
31.12.2023
Overdrafts ..... . 13,840 13,232 43,013 42,129 56,853 55,361
Credit cards 15,972 15,783 2,062 2,010 18,034 17,793
MOMQAGE J0ANS ....cvviiiiiie et 550,269 549,371 68,840 68,277 619,109 617,648
Construction loans .. . - - 49,267 49,031 49,267 49,031
CaPital IBASE ..o s 2,352 2,331 6,893 6,832 9,245 9,163
OhEr I0ANS ...ttt et 29,184 28,427 379,648 375,366 408,832 403,793
L0ANS 10 CUSTOMENS ...viiiiiiiieciiiic ettt 611,617 609,144 549,723 543,645 1,161,340 1,152,789

The total book value of pledged loans that were pledged against amounts borrowed was ISK 365 billion at the end of the period
(31.12.2023: ISK 359 billion). Pledged loans comprised mortgage loans to individuals.

Further analysis of loans is provided in Risk management disclosures.

22. Financial instruments 31.3.2024 31.12.2023
(230 ] o = TaTo Mo [=Y o) AT A 1S (0 T 1< 0L TP 139,808 157,197
Shares and equity instruments with variable INCOME ... 20,245 17,656
B LY AVZ= LAV T N 9,333 6,602
Securities used for @CoNOMIC NEAGING .......uviiiiiiiiie e 26,528 24,251

195,914 205,706

Financial instruments
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23. Financial assets and financial liabilities

31.3.2024 Manda-

Fair value torily at
Financial assets Amortized through  fair value
Loans cost OcClI thr. P/L Total
Cash and balances with Central BanK ...............eeeeeveeeieiiieiiiiiiiiieeeeeeeeeeeeeeeeeee e, 102,405 - - 102,405
Loans to Credit INSHEULIONS .........uuiiiiieieiiee et e e e e et e e e e e e e e ab s e eeaees 33,782 - - 33,782
LOANS £0 CUSTOMIEBIS .. .oviiiiiieeeeeeeeiee et e ettt e e e e e et e e e e e e e e e e e e e e eeaaba e eeeeeesbaaaeeaees 1,178,700 - - 1,178,700
LO@NS ittt ettt e e s 1,314,887 - - 1,314,887
Bonds and debt instruments
[ (o SRR PPN - 111,950 27,265 139,215
UNBISTEA .ttt e et e e bt e et e et e e e e e s - - 593 593
Bonds and debt iNSTIUMENTS .......uuuiiiiiiiiiiiiiiieiiie ettt eeeeeeeeeeeeeeeeeeeeeeeeeeeaaaeaeaes - 111,950 27,858 139,808
Shares and equity instruments with variable income
[ (=T R O PP P PP PPPPPPPPROY - - 9,319 9,319
L83y Yo PRSPPI - - 10,299 10,299
Bond funds with variable income, UNlISted ............cuuiiiiiiiiiiiiee s - - 627 627
Shares and equity instruments with variable iNCOMe .........ccooiiiiiiiiiiii e - - 20,245 20,245
Derivatives
OTC EIIVALIVES evviiiieieiie ettt e e et e e e e e ettt e e e e e e e bt e e e e e esaaaaaeeeeessaaaaaaaes - - 6,863 6,863
Derivatives used for hedge aCCOUNTING .......cooviviiiiieiiiiiiii e - - 2,470 2,470
DEIIVALIVES ..ottt aaraaaaaaaaaaaaaaaes - - 9,333 9,333
Securities used for economic hedging
Bonds and debt inStruments, ISTEd ..........c.oeoiiiiiiiiiiiieeeeec e - - 2,532 2,532
Shares and equity instruments with variable income, listed ... - - 23,996 23,996
Securities used for economMic hedgiNg ......uvviiiiiiiiiiie e - - 26,528 26,528
Other financial assets
ACCOUNES TECEIVADIE ...t 2,386 - - 2,386
Other fINANCIAL BSSELS .....vvieiiiiiiiie e 7,184 - - 7,184
Other fiNANCIAI ASSELS ......uiiiiiiie i 9,570 - - 9,570
FINANCIAI @SSEES ...ttt e s e et e e e e e 1,324,457 111,950 83,964 1,520,371
Financial liabilities
Due to credit institutions and Central BanK ...........cccoviiiiiiiiiiiiiiiieiiiieee e 3,205 - - 3,205
[T o011 £ SPRR 802,068 - - 802,068
Borrowings * .. . 433,047 - - 433,047
510 o] o [T F= 2= N TT= Lo 1= 41,558 - - 41,558
Short POSItION 1N DONAS .......viiiii e - - 109 109
[0 = LAV - - 1,892 1,892
Derivatives used for hedge aCCOUNTING ........c.uiiiiiiiiiiiiiie e - - 8,777 8,777
Other financial labilities .........coooiiiii e eeeeees 19,383 - - 19,383
Financial liabilities 1,299,261 - 10,778 1,310,039
* Including effect from hedge accounting derivatives.
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23. Financial assets and financial liabilities, continued

31.12.2023 Manda-
Fair value torily at
Financial assets Amortized through fair value
cost OClI thr. P/L Total
Loans
Cash and balances with Central BankK ...........ccccviiiiiiiiiiiiiiiee e 102,095 - - 102,095
Loans to Credit iNSHIULIONS ..........cocuiiiiiiieiie e e 28,835 - - 28,835
Loans to customers ... 1,152,789 - - 1,152,789
[0 = 4 OO PRRRN 1,283,719 - - 1,283,719
Bonds and debt instruments
[ (=T PP PRPR PP - 129,564 27,059 156,623
[T TE] (o PP SPPPPRR - - 574 574
Bonds and debt iNSTTUMENTS ......oouuiiiiiiiie e e - 129,564 27,633 157,197
Shares and equity instruments with variable income
- - 7,093 7,093
- - 9,961 9,961
- - 602 602
Shares and equity instruments with variable inCOMe .........cocvvviiiiiiiiiiii i - - 17,656 17,656
Derivatives
OTC AEIVALIVES ....cceeeeeiiieee ettt a s eaessesassaseneaneeneees - - 4,539 4,539
Derivatives used for hedge aCCOUNTING .......cooiiuiiiiieiiiiiiie e - - 2,063 2,063
DEIIVALIVES ...ttt aaraaraaaaaaaaaaaaes - - 6,602 6,602
Securities used for economic hedging
Bonds and debt instruments, listed - - 2,195 2,195
Shares and equity instruments with variable income, listed - - 22,056 22,056
Securities used for economMiC hedginNg .......ccuviiiiiiiiiieice e - - 24,251 24,251
Other financial assets
ACCOUNES FECEIVADIE ... 1,765 - - 1,765
Other financial assets ... 10,423 - - 10,423
Other financial assets 12,188 - - 12,188
FINANCIAI ASSEIS ...iiiiiiiiiiiiiiie ettt e e e et e e e ettt e e e s s st b e e e e e e sabbaeeeeeennsseeeeas 1,295,907 129,564 76,142 1,501,613
Financial liabilities
Due to credit institutions and Central BanK ...........cccoviiiiiiiiiiiiiiiieeiiieee e 2,771 - - 2,771
[ D=7 o 10 1] £ PP PP PP PPPPTPPPPPP 792,710 - - 792,710
BOITOWINGS ¥ ..eiiieiiiiitiite ettt e e e ettt e e e ettt e e e e skttt e e e e s abt e e e e e aassbbeeeeeeanbbbbeeeeesansbbeeeaeesnnnsneen 420,460 - - 420,460
510 o] o [T T=1 2= I TT= Lo 1= 41,279 - - 41,279
Short position in equity used for economic NeAgiNg .........ccoveeiriiiiiiiieiiie e - - 61 61
[0 ) = LAV - - 2,332 2,332
Derivatives used for hedge aCCOUNTING ........c.uiiiiiiiiiiieiie e - - 9,253 9,253
Other financial iabilities .........coooii e eeeeees 10,790 - - 10,790
FINANCIAl lHADITITIES ...eeiiiiiiieiie e e e e e e e et s e e e e eeaaaans 1,268,010 - 11,646 1,279,656
* Including effect from hedge accounting derivatives.
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23. Financial assets and financial liabilities, continued

Manda-
Fair value torily at
Bonds and debt instruments measured at fair value, specified by issuer through  fair value
31.03.2024 OClI thr. P/L Total
Financial and iINSUFANCE GCHIVILIES .......coiiiiieie et e et e e e e e e e e e e e e ea et s e e e s eeabaseeeseenenns 1,416 10,335 11,751
[T o] oY =T ox (o PSP PRPPR 110,534 14,155 124,689
(7014 0 Jo] £= 1 {=1 TP TP PO P PO PP OPPPPPPPPINE - 3,368 3,368
Bonds and debt inStruments at fair VAIUEG .........oooiiiiiiiiiiiiieeeeeee e 111,950 27,858 139,808
31.12.2023
Financial and iNSUIANCE ACHIVILIES ........cccciiiieiiieieiiie ittt b e eeeeeeeeeseeeeeeeeeeeeeseeaaeeeeaeaaaaeees 1,386 10,363 11,749
[T o] oY =Tox (o PSPPSR 128,178 14,077 142,255
(7014 0 Jo] £= 1 L=T T PP PO PPUP PP PPPPPRPPPINE - 3,193 3,193
Bonds and debt inStruments at fair VAIUE .......c.oooiiiiiiiiiiiiie e 129,564 27,633 157,197

The total amount of pledged bonds was ISK 3.2 billion at the end of the period (31.12.2023: ISK 3.0 billion). Pledged bonds comprised
Icelandic Government Bonds that were pledged against funding received and included in Due to credit institutions and Central Bank as well
as short positions included in Financial liabilities at fair value.

24. Fair value hierarchy

The Group uses the following hierarchy for determining and disclosing the fair value of assets and liabilities by valuation technique:

Level 1: quoted (unadjusted) prices in active markets for identical assets or liabilities;
Level 2: valuation techniques for which all significant inputs are market observable, either directly or indirectly; and
Level 3: valuation techniques which include significant inputs that are not based on observable market data.

For assets and liabilities that are recognized at fair value on a recurring basis, the Group determines whether transfers have occurred
between Levels in the hierarchy by re-assessing categorization (based on the lowest level input that is significant to the fair value
measurement as a whole) at the end of each reporting period.

Assets and liabilities recorded at fair value by level of the fair value hierarchy

31.3.2024

Assets at fair value Level 1 Level 2 Level 3 Total
Bonds and debt iNSIIUMENES ........ciiiiiiiiiii e e e e et eeeeeeaaas 135,945 3,836 27 139,808
Shares and equity instruments with variable iINCOMEe ............ccccovviiiiiiiiii e 9,015 7,426 3,804 20,245
[ LT AV LAV TN - 6,863 - 6,863
Derivatives used for hedge acCoUNtiNG ............oooiiiiiiiiiiiii e - 2,470 - 2,470
Securities used for ecoNOMIC NEAGING .......vvieriiiieiie e 26,067 461 - 26,528
Investment property - - 9,542 9,542

171,027 21,056 13,373 205,456

Assets at fair value

Liabilities at fair value

Short POSItION IN DONAS .......oviiiiiiii e 109 - - 109
[ LT AV LAV TN - 1,892 - 1,892
Derivatives used for hedge acCoUNtiNG ............oooiiiiiiiiiiiii e - 8,777 - 8,777
LiabilitieS @t AT VAIUEG ...ttt e e et e e e s e e e e e eeees 109 10,669 - 10,778
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24. Fair value hierarchy, continued

31.12.2023

Assets at fair value Level 1 Level 2 Level 3 Total
Bonds and debt INSIIUMENES .........iiiiiiiiie ettt e e e e e e e e e s e e et e e eeeeeaaes 153,485 3,685 27 157,197
Shares and equity instruments with variable iINCOMEe ............ccccoviiiiiiiiiiii e 7,082 6,979 3,595 17,656
[T 41V L1 VZ= S - 4,539 - 4,539
Derivatives used for hedge aCCOUNTING .........oocviiiiieiiiiiiii e - 2,063 - 2,063
Securities used for ecoNOMIC NEAGING ....ovveveiiiiieiiie e 23,848 403 - 24,251
LNV (=T O A o] o] o= 4 TN - - 9,493 9,493
ASSELS At TAIN VAU ...uvviiiii ittt e e e e e e e e et e e e e s s entbaeeaeeeaaes 184,415 17,669 13,115 215,199

Liabilities at fair value

Short position in equity used for economic hedging ...........cccceeoeiiiiiiicieic e 61 - - 61
[ LT A= LAV TN - 2,332 - 2,332
Derivatives used for hedge accounting .. - 9,253 - 9,253
LiabilitieS @t fAIT VAIUEG ....uueiiiiiiiic e et e et e e e e e e v ees 61 11,585 - 11,646

There were no transfers between Level 1 and Level 2 during the period (2023: Transfers from Level 1 to Level 2 ISK 697 million).

Fair value of assets and liabilities

The fair value of asset and liabilities is the amount at which the asset and liability could be exchanged in a current transaction between
willing parties, i.e. not during a forced sale or liquidation. The existence of published price quotations in an active market is the best
evidence of fair value and when they exist they are used by the Group to measure assets and liabilities. If quoted prices for an asset fail to
represent actual and regularly occurring transactions in active market transactions or if quoted prices are not available at all, fair value is
established by using an appropriate valuation technique.

Methods for establishing fair value

The best evidence of the fair value of an asset and liability at initial recognition is the transaction price, unless the fair value can be
evidenced by comparison with other observable current market transactions, or is based on a valuation technique whose variables include
only data from observable markets.

In some cases, the carrying value of an asset in Note 23 is used as an approximation for the fair value of the asset. This is straight forward
for cash and cash equivalents but is also used for short term investments and borrowings to highly rated counterparties, such as credit
institutions, on contracts that feature interest close to or equal to market rates and expose the Group to little or no credit risk.

Level 1: Fair value established from quoted market prices

For listed and liquid stocks and bonds, certain financial derivatives and other market traded securities, the fair value is derived directly from
quoted market prices. These instruments are disclosed under Financial instruments and Financial liabilities at fair value in the Statement of
Financial Position.

Level 2: Fair value established using valuation techniques with observable market information

For assets and liabilities, for which the market is not active, the Group applies valuation techniques to attain a fair value using as much
market information as available. Valuation techniques include using recent market transactions between knowledgeable and willing parties,
if available, reference to current fair value of another instrument that is substantially the same, discounted cash flow analysis, option pricing
models or other commonly accepted valuation techniques used by market participants to price the instrument.

For assets and liabilities for which quoted prices on active markets are not available, the fair value is derived using various valuation
techniques. This applies in particular to OTC derivatives such as options, swaps, futures and unlisted equities but also some other assets
and liabilities.

In most cases the valuation is based on theoretical financial models, such as the Black Scholes model or variations thereof. These
techniques also include forward pricing and swap models using present value calculations.

Level 2 instruments include unlisted shares, unlisted funds with underlying bonds and equity holdings (share certificates), unlisted and less
liquid listed bonds and all OTC derivatives.

Arion Bank Condensed Consolidated Interim Amounts are in ISK millions
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24. Fair value hierarchy, continued

Level 3: Fair value established using valuation techniques with significant unobservable market information

In some cases there is little or no market data to rely on for fair value calculations. The most common valuation technique is present value
calculations. Such calculations involve the estimation of future cash flow and the assessment of appropriate discount rate. The discount
rate should both reflect current market rates and the uncertainty in the future cash flow. In such cases internal models and methods are
used to calculate the fair value. The models may be statistical in nature, based on internal or external history of assets with similar
characteristics and/or based on internal knowledge and experience. For example, the credit margin on most loans to customers which, is
added to the current and suitable interest rate to arrive at an appropriate discount rate, is estimated using credit rating and loss parameters
in case of default that have been derived from internal models.

Equity instruments that do not have a quoted market price are evaluated using methods and guidelines from pertinent international
organizations. In most cases intrinsic value is the basis for the assessment but other factors, such as cash flow analysis, can also modify
the results.

The Group applies management valuation for determining fair value of investment properties. Management valuation is either based on
recent transactions and offers for similar assets or present value calculations which involve estimation of future cash flow and the
assessment of appropriate discount rate.

Movements in Level 3 assets measured at fair value

Investment Financial assets
31.3.2024 property Bonds Shares Total
Balance at the beginning Of the YEaAr ..........ccoiiiiiiiiiiiii e 9,493 27 3,595 13,115
Net fair value Changes ...........ocoiiiiiiiii e 4 - 214 218
Additions 45 - - 45
Disposals - - (5) (5)
Balance at the end of the PEriod ........occuiiiiiiiiiiii e 9,542 27 3,804 13,373
31.12.2023
Balance at the beginning of the year 7,862 102 1,932 9,896
Net fair VAIUE ChANGES .......oviiiiiiiiiiie et e e e e eaeeeas 1,569 (72) 652 2,149
Yo [0 1110 o TSRS 62 - 1,858 1,920
[ D] 1] o Jo Y= 1 PP U PP PPN - 3) (975) (978)
Transfers iNtO LEVEI 3 ...ttt e ettt e et e s - - 128 128
Balance at the end Of the YEAr ........ccuuiiiiiiiii e 9,493 27 3,595 13,115
Line items where effects of Level 3 assets are recognized in the Income Statement
31.3.2024
Net fiNANCIAI INCOME ... e et e e e s st e e e e s sbbbeeaaeas - - 214 214
Other operating INCOME .........cciiiiiiiiii e 4 - - 4
Effects recognized in the Income StatemeNnt .........cocvviiiiiiiiiieieee e 4 - 214 218
31.12.2023
Net fINANCIAl INCOME .......iiiiii e - (72) 652 580
Other OPerating INCOME .......cccuiiiiiii ettt ettt ettt e e e e e 1,569 - - 1,569
Effects recognized in the Income Statement 1,569 (72) 652 2,149
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24. Fair value hierarchy, continued

Carrying values and fair values of financial assets and financial liabilities not carried at fair value

31.3.2024 Carrying Fair Unrealized
Financial assets not carried at fair value value value gain (loss)
Cash and balances With CENIal BANK ............uueiiiiiiiieee et e ettt e e e e e e e e s et e eeeeees 102,405 102,405 -
LoANS t0 Credit INSHEULIONS .. ...evviiiieii et e e et e e e e e e e et e e e e e s e ea bt s e e e e e esbaaeeeeeseaaaaanns 33,782 33,782 -
Loans to customers ... 1,178,700 1,172,522 (6,178)
Other financial assets ... 9,570 9,570 -
Financial assets not carried at fair VAU .............oooiiiiiiii i eeeeeeneeneees 1,324,457 1,318,279 (6,178)
Financial liabilities not carried at fair value

Due to credit institutions and CeNtral BANK ............coiiiiiiiiiiiiiie et e e e e e e e e evaaaaens 3,205 3,205 -
[T 0oL £ USSP 802,068 802,068 -
22T (01111 T [T P PP PP PPPPPPRTPIRE 433,047 427,240 5,807
SUbOrdiNAEd HADIIILIES ......uvvvriiiieiiieieeeeee et nneeneeeees 41,558 40,512 1,046
Other financial liabilities 19,383 19,383 -
Financial liabilities Not carried at failr VAIUE ............uvuuiiriiieiiiiiiieeeeeeeeeeeeeeeeeeeee e e e e e e e e e e e e e e e 1,299,261 1,292,408 6,853
31.12.2023

Financial assets not carried at fair value

Cash and balances With CeNral BANK .............uueiiiiiiiiieiiiieieeeeeeeeeeeeeeeeee e, 102,095 102,095 -
LoANS t0 Credit INSHEULIONS .. ...ovviiiieii et e e et e e e e e e e et e e e e e s e e et e e e e e e eebaaeeeeeesssananns 28,835 28,835 -
(o =T Eo (o WU ] (o] 1 L= £SO RPUPSPPR 1,152,789 1,145,363 (7,426)
(@)1 LT (TR P g Lo F= = LT £ PN 12,188 12,188 -
Financial assets not carried at fair VAU .............oooiiiiiiii it eeeeeeenennees 1,295,907 1,288,481 (7,426)
Financial liabilities not carried at fair value

Due to credit institutions and CeNtral BANK ............coiiiiiiiiiiiiiiii e e e e e e eaaaaaans 2,771 2,771 -
[T oo 1S £ USSP 792,710 792,710 -
Borrowings .... 420,460 419,008 1,452
YU oo o ITaT=N=Te M TE= T o] AT SRR 41,279 41,154 125
Other fINANCIAI TADIIILIES .......oiieiiieice et e e e e et e e e e e et et e e e e e eeaaabaeeeeesesabaas 10,790 10,790 -
Financial liabilities Not carried at failr VAIUE ............uvuuiiriieeiiiiiiieeeeeeeeeeeeeeeeeeeeeee e e e e e e e e e e e 1,268,010 1,266,433 1,577

Loans to customers largely bear variable interest rates. Those loans, including corporate loans, are presented at book value as they
generally have a short duration and very limited interest rate risk. Loans with fixed interest rates, mainly retail mortgages, are estimated by
using the discount cash flow method with the interest rates offered on new loans, taking into account loan to value. Defaulted loans are
presented at book value as no future cash flow is expected on them. Instead they are written down according to their estimated potential
recovery value.

Derivatives
Notional Fair value
31.3.2024 value Assets  Liabilities
Forward exchange rate agrEEMENLS .........c.cooiiuiiiiiiiiiie et 88,073 577 645
Fair value hedge Of INEreSt FAtE SWAP ........eiiiiiiiiie ettt et 236,296 6 6,313
Interest rate and exchange rate agre MENES .........uuviiieiiiiiiiie et e e e e e e et e e 45,694 3,062 3,376
BONG SWAP OIEEIMENES .. ..iiiiitiieitit ettt ettt etttk e ke e e bt e et e e bt e e be e e e kbt e e s kbt e e san e e e st e e ennee 4,280 127 10
Share SWap agrEEMENLS ..........oiiiiiiiiiiie ittt s e e e e e e 29,909 5,561 325
Derivatives 404,252 9,333 10,669
31.12.2023
Forward eXchange rate @grEEMENES .......couuiiiieieiiie e ettt ettt ettt et e et e e et e e st e st e e s bneeanee 54,756 414 236
Fair value hedge of interest rate swap ....... .. 235,726 2,063 9,253
Interest rate and exchange rate @grEEMENLS ........c.uiiiiiii ettt et ee 47,377 998 1,017
Bond swap agreements 2,218 67 50
Share swap agreements 24,689 3,060 1,029
DIBIIVALIVES .. .cieiieiie e e ettt e e e e et e e e e e e ea e e e e e e e e e st teee e e e st b eeeeeessaaaa s eeesssabaaaeeeseesbaanaeeeeereees 364,766 6,602 11,585
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24. Fair value hierarchy, continued

Fair value hedge of interest rate swap

The Group applies fair value hedge accounting only with respect to interest rate swaps, whereby the Group pays floating rate interest and
receives fixed rate interest, with identical cash flows to the borrowings. The interest rate swaps are hedging the exposure of changes in the
fair value of certain fixed-rate EUR bonds, see Note 32, arising from changes in interest rates.

The effectiveness of each hedge is measured regularly with linear regression. The relationship between fair value changes of an interest
rate swap on the one hand and a borrowing on the other hand is examined.

During 2024 the slope for the regression line was in all cases within the range of 0.90-1.18 and the regression coefficient was at least 0.97.
During 2023, the slope of the regression line was in all cases within the range of 0.92-1.08 and the regression coefficient was at least 0.94.
In all cases the effectiveness is within limits in 2024 and 2023.

Gain (loss)
Maturity Fair value on FV
1.1.-31.3.2024 Notional date Assets Liabilites ~ changes
Interest rates swaps - EUR ...........ccoiiiiiiiiiiiiiiiiiiiiiieiieeeeeeeeeeeeeeeees 11,969 0-3 mth - 77 131
Interest rates swaps - USD .........cccocoeiiiiiiiiiiiniicccee e 13,930 1-5 years - 699 64
Interest rates swaps - EUR .........cooiiiiiiiii e 75,142 1-5 years - 5,460 (296)
Interest rates swaps - EUR ..o 45,085 1-5 years - 2,541 141
Interest rates swaps - EUR ...........ccoiiiiiiiiiiiiiiiiiiiiiieeieeeeeeeeeeeeeeeees 45,085 6-12 mth 6 - 42
Interest rates swaps - EUR ...........ccccoiiiiiiiiiiiccs 45,085 1-5 years 2,464 - (412)
2,470 8,777 (330)

1.1.-31.12.2023
Interest rates swaps - EUR ...........cccoiiiiiiiiiiiiiiiiiiiiiiieeieeeeeeeeeeeeeeees - - - - 76
Interest rates swaps - EUR .........ccccooiiiiiiiiiiiiiiiieeeeeeeeeeeeeeeeeeees 11,957 3-6 mth - 228 650
Interest rates swaps - USD 13,582 1-5 years - 534 354
Interest rates swaps - EUR 75,067 1-5 years - 5,183 3,205
Interest rates swaps - EUR 45,040 1-5 years - 2,725 1,617
Interest rates swaps - EUR 45,040 1-5 years - 583 307
Interest rates swaps - EUR 45,040 1-5 years 2,063 - 436
2,063 9,253 6,645
Hedged borrowings and subordinated liabilities Accumulated Gain (loss)
Book fair value on FV
1.1.-31.3.2024 value Assets Liabilites ~ changes
EUR 300 million - isSued 2020 - 4 YEAIS ........ccoieiiiiiiieiiiie e 11,951 76 - (130)
USD 100 million - issued 2020 - PErPELUAL ........c.cuuiiiiuiieiiiieiiieeeie et 13,410 559 - (63)
EUR 500 million - iSSUEA 2021 - 5 YEAIS ....ceviueiiieeeieiiiiiiee ettt e e 69,236 4,756 - 293
EUR 300 million - iSSUEA 2021 = 4 YEAIS ....ceiiuiiiieeeeeiiiiiieeeeeiiieeaeesssiibaeeae s s sssaeeeeessssseeaaeaans 42,985 2,163 - (142)
EUR 300 million - iSSUed 2022 - 2 YEAIS ........eeeiueieiiiieiieie e 45,206 429 - (43)
EUR 300 million - issued 2023 - 3 years ... 47,783 - 29 412
Hedged borrowings and subordinated liabilities .............ccccoiiiiiiiiinii 230,571 7,983 29 327

1.1.-31.12.2023
EUR 300 million - issued 2018 - 5 YEAIS ........oceviiiiiiieiiiie i - - - (156)
EUR 300 Million - iSSUEA 2020 = 4 YEAIS ...c..eveeiirieaieie ettt 11,776 206 - (632)
USD 100 million - issued 2020 - Perpetual ..........ccccoooiiiiiiiiiiiieiieeeeee e 13,216 608 - (336)
EUR 500 million - iSSUEA 2021 = 5 YEAIS ...cceiiuiiiiieeeeiiiiiieeeeeitiieeeessitbteee e s s sssaeeeesasnssneeaaeaans 69,338 4,455 - (3,207)
EUR 300 million - iSSUEA 2021 - 4 YEAIS .......eeeiuiieiieie et 42,740 2,303 - (1,612)
EUR 300 Million - ISSUEA 2022 = 2 YEAIS ......vveeeieieeiiie ettt 44,552 471 - (305)
EUR 300 million - iSSUed 2023 - 3 YEAIS ......vveeiiiieeieie et 47,326 (443) - (442)
Hedged borrowings and subordinated liabilities 228,948 7,600 - (6,690)

The effectiveness of each hedge is measured regularly with linear regression. The relationship between fair value changes of an interest
rate swap on the one hand and a borrowing on the other hand is examined. In all cases the effectiveness is within limits, or between 90-
118%.
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25. Offsetting financial assets and financial liabilities

Financial assets subject to enforceable master netting arrangements and similar arrangements

Netting potential not

Assets subject to netting recognized in the
arrangements Balance Sheet Assets not
Assets Assets after  subject to Total assets
Gross assets Nettings recognized consideration enforceable recognized
before  with gross on Balance  Financial Collateral of netting netting arr- on Balance
31.3.2024 nettings liabilities ~ Sheet, net liabilities received potential angements  Sheet, net
Reverse repurchase agreements ........... 16,848 (10,306) 6,542 10,306 - 16,848 - 6,542
Derivatives 2,802 - 2,802 (2,596) - 206 6,531 9,333
Bank accounts netted against fin. liab. ... 7,602 - 7,602 (7,602) - - - 7,602
Total aSSets .....cocvvveriiieiirieeee e 27,252 (10,306) 16,946 108 - 17,054 6,531 23,477
31.12.2023

Reverse repurchase agreements ........... 16,982 (10,164) 6,818 10,164 - 16,982 - 6,818
DErVALIVES ...c.eveeeiiieeiiieeciie e 3,935 - 3,935 (2,452) - 1,483 2,667 6,602
Bank accounts netted against fin. liab. ... 7,589 - 7,589 (7,589) - - - 7,589
Total aSSetS ...oovvveeeriiieiiieeeee e 28,506 (10,164) 18,342 123 - 18,465 2,667 21,009

Financial liabilities subject to enforceable master netting arrangements and similar arrangements

Netting potential not

Liabilities subject to netting recognized in the

arrangements Balance Sheet Liabilities Liabilities not Total

Gross Liabilities after  subject to liabilities

liabilities Nettings recognized consideration enforceable recognized

before  with gross on Balance  Financial Collateral of netting netting arr- on balance

31.3.2024 nettings assets  Sheet, net assets pledged potential angements sheet

Repurchase agreements ...............ccc..... - (10,306)  (10,306) 10,306 - - - (10,306)

DEeriVatiVES ........coovvveiiiieiiiiie e 10,095 - 10,095 (10,162) - (67) 574 10,669

Deposist netted agains other assets ...... 36 - 36 (36) - - - 36

Total liabilities 10,131 (10,306) (175) 108 - (67) 574 399
31.12.2023

Repurchase agreements ............c.cceevee - (10,164)  (10,164) 10,164 - - - (10,164)

DENVALIVES ..o 11,430 - 11,430 (9,700) - 1,730 155 11,585

Deposist netted agains other assets ...... 341 - 341 (341) - - - 341

Total liabilities ......ccocveviieeiieeeieeeeen 11,771 (10,164) 1,607 123 - 1,730 155 1,762

Reverse repurchase agreements and repurchase agreements are recognized within the line items Financial instruments and Due to credit
institutions and Central Bank respectively.

26. Investments in associates
31.3.2024 31.12.2023

Carrying amount at the beginNiNg Of te YEAI ..ot e 789 787
Acquisitions / increased Share CaPItal .............ccuiiiiiiiiiiii e - 72
Share of Profit (I0SS) Of ASSOCIAES ........ceiiiiiiiii ittt et e et e e e e e e e e s abneeenane 9 (70)
INVESTMENT IN @SSOCTALES ...itiiiiiiie ittt e st e e st e st e st e e ek e e e s sn e e e an e e e esneeeenneeenane 797 789
The Group's interest in its principal associates
Bilafragangur ehf., LAgmUli 5, ReYKjaVviK, ICEIANG ...........coiiiiiiiiie et e e e eesnaeeennee 33.4% 33.4%
Hableer ehf., Sudurlandsbraut 18, Reykjavik, [CEIANG ...........c.ccoiiiiiiiiiei e 32.0% 32.0%
Reiknistofa bankanna hf., Katrinartin 2, Reykjavik, ICEIand .............ccceiiiiiiiiiiiiic e 23.0% 23.0%
SER eignarhaldsfélag ehf., Borgartin 19, REYKJAVIK ........ccuiiiiiiiiiiiieiiie et stee e stee e stee e seeesneeesneeesnns 35.3% 35.3%
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27. Intangible assets

Intangible assets comprise the following categories: Goodwill, which arises on business combinations; Infrastructure, Customer
relationships and related agreements which are identified during the acquisition of subsidiaries and related to the activities of the
businesses being acquired; and Software, which is acquired (i.e. software licenses) and expenses of implementation.

Infrastructure, which is capitalized as an intangible asset, is related to the asset management operation and branding of the insurance
operation. The business activity is based on years of developing expertise and systems, during which a valuable platform has been created
for future growth. An impairment test is performed annually.

Customer relationships and related agreements are connected to business relationships and agreements which the Bank acquired in
subsidiaries. The asset is based on the assumption that business relationships and agreements generate regular payments and earnings to
the relevant business segments. The lifetime of these agreements is based on the experience of the Group and the industry. As a result,
these agreements are assessed as having an identified useful lifetime.

Acquired software and internally developed software is capitalized on the basis of the cost of acquiring and bringing the software into
service. Expenditure on internally developed software is recognized as an asset when the Group is able to demonstrate its intention and
ability to complete the development and use the software in a manner that will generate future economic benefits, and when it can reliably
measure the costs to complete the development. The capitalized costs of internally developed software include external expenses directly
attributable to developing the software and salary and salary related expenses of implementation of core systems. Capitalized costs of
software are amortized over its useful life. Computer software licenses and internally developed software recognized as intangible assets
are amortized over their useful life, which is estimated to be 3-10 years.

Policies applied to the Group's intangible assets Goodwill Customer relationship
and infrastructure  and related agreements Software
USEIUL TIVES ..o Undefined Finite 6-15 years Finite 3-10 years

and undefined

Straight-line basis over
Amortization Method ..........ccoooiiiiiiiiii e Impairment test 6-15 years and
impairment test

Straight-line basis
over 3-10 years

. . . Acquired and internall
Internally generated or acquired ...........cccoeceeeeeeiieiiesie e Acquired Acquired q Y

generated

Customer

relationship

Infra- and related
31.3.2024 Goodwill structure agreements  Software Total
Balance at the beginning of the Year .........cccccuvviiiiiiiiiie e 730 2,383 487 4,451 8,051
Yo [0 11102 USRS - - - 82 82
Amortization - - (15) (233) (248)
Intangible assets 730 2,383 472 4,300 7,885

31.12.2023

Balance at the beginning of the year ............c.ccooiiiiii e 730 2,383 547 5,123 8,783
P2 