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Competition in the Icelandic 

financial market is 

increasing

Mortgages

Brokerage and
corporate finance

Insurance

Asset, wealth and
fund management

DepositsOther loans

Cards, payments and
short term loans

Pension funds

Pension funds

Foreign banks

- Arion Bank and Vördur face increasing 

competition for customers

- Our competition is both Icelandic and 

foreign, both large and small companies, 

and some operate in a different regulatory 

environment than the Bank

- We applaud new entrants and look 

forward to learning from them and working 

with them

List of competitors is not exhaustive



Markets and

Arion Bank at a glance

Net interest income

Slowing rate sensitivity
‣ Comprehensive financial services to individuals

‣ Around one-third market share in Iceland

‣ Large provider of residential mortgages in Iceland

‣ Domestic digital leader in retail banking with focus on customer 

experience

‣ First to introduce fully digitalized credit assessment for 

mortgages, car loans in 5 minutes, awarded for the best 

banking app in Iceland for the last 6 years and offers 

premium services for affluent clients

‣ 71% of core products sold digitally in 2022

‣ Insurance service to retail customers

Diversified financial institution in Iceland with strong market position

‣ Arion Bank the largest asset manager in the Icelandic market 

with EUR 8.6bn in assets under management – estimated 

around 40% of estimated domestic GDP 2022

‣ Emphasis on institutional investors and high net worth clients

‣ Capital Markets had the highest market share in the domestic 

market, both in equities and bonds

‣ Stefnir Funds is among largest fund management companies 

in Iceland with a variety of domestic and international assets 

under management

Corporate & Investment Banking 
(including insurance)

‣ Corporate banking, advisory and insurance service to 

corporate customers

‣ Partner to large corporates and SMEs in Iceland and 

internationally

in the Arctic region 

‣ Arctic loan book has more than doubled in the last two 

years

‣ Leader in credit origination, using own balance sheet, private 

and capital markets, for clients. Significant growth in managed 

products

‣ Advised and managed 75% of public equity offerings in 2022 

and preferred advisor in private transactions

Insurance

‣ Fastest growing insurance company in Iceland - around 18.2% 

market share

‣ Around 65,000 customers

‣ Full range of insurance products and services

‣ Continued focus on a fully integrated bancassurance model 

with the Bank

‣ Bancassurance ratio at YE 2022: 

Individuals 33.7%

Corporates 22.9%

Retail Banking 
(including insurance)
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Insurance premium 2022: ISK 15.6bn

ISK 26.5bn

ISK 8.8bn

ISK 25.5bn

Operating income 2022 (ISKbn)

‣ Increase market share in target client segments

‣ Enhance business we do with our clients by cross-selling 

products and services from the group and partners

‣ Enhance overall customer journey through:

‣ Efficient and targeted customer acquisition

‣ Increased customer engagement

‣ Optimized monetization

‣ Loyalty

Strategic focus
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Key results in 2022

Strong year for the group

‒ 13.7% ROE for the year

‒ Driven by ongoing positive momentum in 

Core Income which increased for the full year by 

17.5%

‒ Key medium-term targets exceeded for the year

‒ A proposed dividend payment of ISK 12.5bn or 

ISK 8.5 per share. Combined with buybacks 

equals a total payout ratio of 113% for 2022 

‒ Updated targets focus on Core income targets 

which is a more effective management tool

‒ Capital target clarified in Q3 with 150-250 

bps management buffer on capital 

regulatory requirements instead of fixed ratio

‒ Loan growth target removed in light of external 

market environment

‒ CET1 management buffer of 300bps, still 

exceeding targets despite shareholder 

distributions 

Key results Medium term targets 2022
Updated medium term 

targets

Return on equity Exceed 13% ✔ 13.7% Unchanged

Operating income / REA Exceed 7.3% • 6.7%
>6.7%

on Core Income

Insurance premium growth 

(YoY)

Premium growth (net of 

reinsurance) to exceed the 

growth of the domestic 

market by more than 3%1

✔ 10.2% Unchanged

Loan growth
In line with nominal 

economic growth2 ✔ 15.9% Removed

Cost-to-income ratio Below 45% • 47.0%
Below 48%

on Core Income

CET1 ratio
150-250 bps

management buffer3 • 300 bps Unchanged

Dividend payout ratio4 50% ✔

79% Dividend

113% Dividend 

+ buybacks5

Unchanged

Medium-term targets are reviewed annually, and the underlying horizon is up to 3 years

1 Premium growth in the domestic insurance market in 9M 2022 was 7.5% from 9M 2021

2 Arion Bank forecasts nominal GDP growth of around 15% in 2022. Full year GDP numbers will be disclosed 28 February

3 Approx.17.3-18.3% based on current capital requirements

4 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. Additional distributions will be considered when Arion Bank’s capital levels are above the minimum requirements set by the 

regulators in addition to the Bank’s management buffer

5 Net of own shares



49.2 47.8
60.2
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All amounts in ISK bn5

Net fee and 

commission income
Diversified fee generating operations 

support continued momentum

- ISK 4bn in fees for the quarter results in ISK 16bn 

for the year. Highest on record for the group

- Continued strong income from cards and payment 

solutions, which were partially lost in consolidation 

prior to sale of Valitor

- 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

- Robust fees in capital markets. The Bank ranks 

number one both in bond and equity trading in the 

Icelandic market for 2022

- Income from asset management very strong in a 

challenging market backdrop

- AuM colored by challenging markets but mitigated 

by strong net positive inflow YTD throughout the 

year

Net fee and commission income (ISK m) Net fee and commission income  (ISK m)

Net fee and commission income and net 

insurance income / Operating expenses (%)

40 (17) 3 
139 21 

1,302
1,237 1,179

1,255

1,166

661
686

1,189
561

677

1,338

1,046

1,461

874
917

392

314

364

386
351

346

286

343

787 840

4,079

3,552

4,539

4,002 3,972

Q4 2021 Q1 2022 Q2 2022 Q3 2022 Q4 2022

Cards and payment solution Collection and payment services

Lending and guarantees Captial markets and corporate finance

Asset management Other

971 1,013
1,131

1,352 1,298

31.12.18 31.12.19 31.12.20 31.12.21 31.12.22

10,349 9,950
11,642

14,673
16,065

2018 2019 2020 2021 2022

Assets under management (ISK bn)



All amounts in ISK bn6

Total operating 

expense
Stable YoY total OPEX despite high inflation

- Ongoing focus on OPEX and efficiency

- Cost-to income ratio for the year 2022 was 47.0% 

compared with 44.4% in 2021

- Cost-to-core income ratio and core income per 

employee on a positive trajectory

- Core income (NII, NFI and net insurance income) 

excludes net financial income which causes fluctuations 

in Cost to income ratio

- Cost-to-core income for the year 2022 was 45.6% 

compared with 51.6% in 2021

- Core income per employee 78m vs 66m in 2021

- Salary expense in Q4 2022 increases YoY, mainly due 

to increased number of FTE’s

- Total estimated cost of incentive scheme is ISK 1.6bn, 

including salary related expenses, was ISK 1.5bn in Q4 

2021

- Other OPEX stable YoY despite high inflation

- The Group has reduced housing cost significantly in the 

last two years, by selling real estate and relocating. The 

total office space used by the Group has reduced by 

40% from YE 2020

Total operating expenses

Other operating expenses (ISK m)

Cost-to-Core income ratio (%)

Core income per FTE

904

801 776 751
781

45.5
49.8

58.1
66.2

77.7

31.12.18 31.12.19 31.12.20 31.12.21 31.12.22

Core income per FTE (ISK m)

14.3 13.5 12.3 13.1 14.3

12.0
12.2

12.1 11.2
11.1

1.1
1.5

1.6
26.3 26.8

24.4
25.8

27.0

2018 2019 2020 2021 2022

Incentive scheme 21&22 / Redundancy cost 19

Other operating expenses

Salaries and related expenses

62.2 62.3

53.3
51.6

45.6

2018 2019 2020 2021 2022

4,074 4,527
5,241 4,686 4,429

1,220
1,082

1,142
718 680

1,351 1,198
970

937 1,083

980 969
735

803 1,145

1,321 1,546 1,594
1,923 1,722

3,054 2,900 2,427
2,170 1,996

12,000 12,222 12,109
11,237 11,055

2018 2019 2020 2021 2022

IT cost Housing cost

Professional services Marketing cost

Depreciation/amortization Other expenses



Key milestones of the year

Strong activity in Corporate & 

Investment Banking with public listing 

of Alvotech, Nova Telecom and Amaroq

Minerals

which greatly shortens the lending process

New rating from Moody’s and 

updated rating from S&P

Solid ESG ratings from 

Sustainalytics and Reitun

• The Arion Bank app voted the best banking app in Iceland for 

the sixth consecutive year

• Digital registration of title for car loans introduced which greatly 

shortens the lending process and is now fully digital end to end

• Vordur insurance overview and live price quotes available in the 

app

Digital strategy and bancassurance 

progressing
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• Strong net inflow in assets under management in 2022

• Capital markets had the best market share in Iceland 2022 for 

both equity and bonds

The Markets division delivers strong 

performance despite challenging markets

The sale of Valitor

completed

Landey and the municipality of Mosfellsbær have reached 

an agreement on building 3,500 to 3,700 homes in the 

area of Blikastaðir which lies just along the city 

boundaries of Reykjavik

Blikastaðir development

The operations of Vordur insurance moved 

to the Bank with the goal of escalating the 

bancassurance strategy

Arion Bank and Vordur joined 

operations



Valitor was sold in 2022 – a great milestone for the Bank
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Total proceeds

ISK 14.6bn (USD 112.5m)

Net profit from sale

ISK 5.6bn

Capital release

ISK 13.8bn



Source: Market share is based on quarterly financial statements from Vordur, Vis, Sjova and TM

Arion Bank 

Vordur growing market share, supported by bancassurance momentum
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Total number of customers (in thousands) Market share (premiums earned)

Bancassurance ratio* - corporates and SMEs

32.2% 33.7%
4Q 2021 4Q 2022

20.5% 22.9%
4Q 2021 4Q 2022

Bancassurance ratio* - individuals

2019 2020 2021 2022

60.1
62.0

64.5

65.5

2019 2020 2021 2022

16.2%

17.0%

17.7%

18.2%

*Arion Bank's bancassurance ratio is based on the number of bank customers who pay for insurance with Vordur and the total number of bank customers who pay for insurance from any insurer



Opening of new Arctic shipping lanes

Arion Bank has been focusing on the Mid and Western part 
of the Arctic region for some time. This is an area of 
relatively small population but with significant impact 
globally

▪ Significant share of global rare earth minerals

▪ Sustainable energy resources

▪ 10% of total aluminum production

▪ 12% of fish caught in the world are in the North Atlantic Ocean

▪ 40% of farmed salmon and related species 

▪ Opportunities to develop further as a tourist destination10

The emergence of new possible trans-Arctic shipping lanes, including the

Northern Sea Route (NSR) and the Northwest Passage (NWP), would

considerably shorten transit times and could bring new opportunities for

the Arctic region in terms of strategic resource extraction, regional

shipping, fishing and tourism.

10



Iceland is a strategic hub in the area

Business environmentReputation
Infrastructure

▪ High level of innovation 

despite being a small 

nation

▪ Attractive destination for 

travelers (eco-tourism)

▪ Rich in natural resources, 

such as sustainable 

energy and fisheries

▪ Located in the center of 

the transatlantic route from 

Europe to North America 

▪ Ranked no. 1 in the global 

peace index 2021

▪ Member of the EEA since 

1994

▪ Strong economy and 

significant growth 

expectations

▪ Business friendly tax 

regime

▪ Iceland became a 

signatory to the Paris 

Climate Agreement in 

2015

▪ One of the highest GDP 

per capita in the world

▪ High education levels – top 

15 in the world

▪ Very high labour market 

participation

▪ No. 1 in gender equality 

world ranking 2021

▪ No. 2 rank in democracy 

world index 2020

▪ Top 10 in life expectancy 

world ranking 2020

▪ The Icelandic population 

has grown by around 9% in 

the last five years

▪ Strategic location for 

international transportation 

has enhanced Iceland’s 

experience and 

infrastructure in the last 

decades

▪ Leading contribution of 

renewables to energy 

supply

▪ Highly advanced mobile 

and internet connectivity in 

the country

▪ Well established 

institutions

▪ Strongly capitalized, 

profitable and efficient 

banking system

▪ Well established access to 

international capital 

markets

▪ Nasdaq OMX stock 

exchange

▪ Inclusion in global indices

▪ One of the largest and fully 

funded pension fund 

systems in the world 

relative to GDP

Financial sector
Human capital

Areas of competitiveness

Source: Statistics Iceland, United Nations, OECD, IMF, The World Factbook, The World Economic Forum, The Institute of Economics and Peace11
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The Bank received strong ESG ratings and the green 

asset pool grew by 16% in 2022

Green bonds represent 24.7% of borrowings

5

8

21

2020 2021 2022

Green deposits (ISK bn)

Agriculture
28%

Residential mortgages
0,4%

Industry, energy and 
manufacturing

42%

Real estate and 
construction

3%

Transportation
9%

Wholesale and retail 
trades

3%

Other sectors
2%

Fishing industry
9%

Motor vehicle
4%

Diversified pool of eligible green assets 

(total ISK 151bn) at YE 2022

Green assets represent 12.5% of the Bank’s loan book

Arion Bank has achieved the score 

“outstanding” in Reitun’s ESG rating, 

scoring 90 out of 100 possible points 

and placing it in category A3. The 

rating is based on the Bank’s 

performance in environmental, social 

and governance (ESG) issues in its 

operations. This is the third year in row 

the Bank has achieved this score.

Sustainalytics places Arion Bank in 

the top 6th percentile of banks 

(around 1,000 banks globally) and 

the top 4th percentile of regional 

banks (around 400 banks). On a 

scale of 0-100, Arion Bank received 

12 points, with fewer points 

signifying lower risk which places the 

Bank in the low-risk category.

36% 
Sustainable fishery 

and aquaculture

14% 
Energy efficency

4% 
Pollution precention 

and control

3% 
Clean transportation

Arion Bank’s emissions from loan portfolio in 2021

42% 
Green buildings

24.7% 

12.5% 

The Bank’s total financed emissions in 2021 was 279.4ktCO2e

92.5% of total loan portfolio has been measured

The Bank will continue to focus on sustainability in its operations and measure its impact. We aim to raise the ratio of green lending 

to 20% of the Bank’s total loan portfolio by 2030 in line with our green financing framework.



Tax breakdown for banks in the Nordics in 2022

1. Financial undertakings pay 6% additional tax on taxable profit exceeding ISK 1 billion.

2. Calculated on total debts excluding tax liabilities, in excess of ISK 50 billion.

3. Risk tax on credit institutions with liabilities over 150bn SEK. Will be increased to 6bps in 2023

4. Financial activities tax, consists of two elements: an increased income tax rate for financial institutions (3 percentage points), and an 

additional tax for employers in the financial services industry, based on the payroll of the companies (5 percentage points).

5. Will increase for financial institutions to 25.2% in 2023 and 26% in 2024. 

6. Applicable if VAT-exempt financial revenue is more than 50% of the total revenue.
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Iceland Sweden Norway Denmark Finland

Corporate tax 20% 20.6% 22% 22%5 20%

FAT – on profits 6%1 - 3%4 - -

FAT – on 

remunerations

5.5% - 5%4 15.3%6 -

Bank levy 0.145%2 0.05%3 - - -

Total tax for Arion Bank in 2022 (ISK m)



Capital requirements

and tax
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Total tax1 / Total operating income Return on equity

Leverage ratio & Net interest margin  (% of all assets)

2022

Net interest margins are higher in Iceland 

largely due to high capital requirements, 

much higher bank levy and income taxes. 

- Bank levy and income tax expenses are

much higher in Iceland compared to

Scandinavian competitors.

- Bank levy in Sweden is for example 5bps vs.

14.5bps in Iceland

- Higher tax obligations put pressure on banks

net interest margins and revenue

generation.

- To improve households’ and companies’

interest rates, authorities need to look for

ways to decrease special bank taxes and

thus reduce pressure on net interest

margins. This is especially important as

capital requirements for Icelandic Banks are

already much higher than for our Nordic

peers.

17,1%

14,8%

19,5%

10,8% 11,0% 10,6%
11,5%

Arion Banki Íslandsbanki Landsbankinn Handelsbanken DNB SEB Nordea

1. Excluding financial activity tax on remunerations. Source: annual accounts Arion Bank, Islandsbanki, Landsbankinn, Handelsbanken, DNB, SEB, Nordea

11,8%
12,1%

14,4%

5,2%

6,8%

5,0% 4,9%
2,9% 2,9%

2,6%

1,1%

1,6%

1,0% 1,0%

0,0%

1,0%

2,0%

3,0%

4,0%

5,0%

6,0%

7,0%

8,0%

0,0%

2,0%

4,0%

6,0%

8,0%

10,0%

12,0%

14,0%

16,0%

Arion Banki Íslandsbanki Landsbankinn Handelsbanken DNB SEB Nordea

Leverage ratio NIM

13,7%

11,8%

6,3%

12,5%

13,8% 13,8%

11,6%

Arion banki íslandsbanki Landsbanki Handelsbanken DNB SEB Nordea



Number of shareholders increased by around 6.8% in 2022  
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3.194 2.899 2.934

4.145
4.606

2666 3500

4457

7134

7453

0

2.000

4.000

6.000

8.000

10.000

12.000

14.000

2018 2019 2020 2021 2022

Iceland Foreign

5,860
6,399

7,391

11,279

12,059



Going forward

2022 was another strong year for the group. 

Underlying operations are robust with numerous, 

diversified pillars of business supporting each other 

through the cycle

The robust foundations of a sound balance sheet 

and strong capital, liquidity and funding positions 

remain valuable in the current market environment

The Icelandic economy is in a relatively strong 

position and there is a good opportunity to stabilize 

the economy smoothly
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Building on a strong year and robust foundations

Ongoing volatility can be expected in the funding 

markets, but the Bank is in a good position 

to navigate this. It is positive that we are seeing 

international funding spreads tightening again

It is important in the current environment to retain 

agility both in terms of growth opportunities and 

funding options

Updated medium term targets reflect a 

targeted continuation of the strong operational 

momentum while focusing the effectiveness of KPIs 

and enhancing agility around growth opportunities



Disclaimer

- This document has been prepared for information purposes only and should not be relied upon, or form the basis of any action or decision, by any person. Nothing in this document is, nor 

shall be relied on as, a promise or representation as to the future. In supplying this document, Arion Bank does not undertake any obligation to provide the recipient with access to any 

additional information or to update this document or to correct any inaccuracies herein which may become apparent.

- The information relating to Arion Bank, its subsidiaries and associates and their respective businesses and assets contained in, or used in preparing, this document has not been verified or 

audited.  Further, this document does not purport to provide a complete description of the matters to which it relates.  

- Some information may be based on assumptions or market conditions and may change without notice.  Accordingly, no representation or warranty, express or implied, is made as to the 

fairness, accuracy, completeness or correctness of the information, forecasts, opinions and expectations contained in this document and no reliance should be placed on such information, 

forecasts, opinions and expectations. To the extent permitted by law, none of Arion Bank or any of their affiliates or advisers, any of their respective directors, officers or employees, or any 

other person, accepts any liability whatsoever for any loss howsoever arising from any use of this document or its contents or otherwise arising in connection with this document.

- This presentation contains forward-looking statements that reflect management’s current views with respect to certain future events and potential financial performance. The information in the 

presentation is based on company data available at the time of the presentation. Although Arion Bank believes that the expectations reflected in such forward-looking statements are 

reasonable, no assurance can be given that such expectations will prove to have been correct. Accordingly, results could differ materially from those set out in the forward-looking statements 

as a result of various factors. The most important factors that may cause such a difference for Arion Bank include but are not limited to: a) the macroeconomic development, b) change in 

inflation, interest rate and foreign exchange rate levels, c) change in the competitive environment and d) change in the regulatory environment and other government actions. This 

presentation does not imply that Arion Bank has undertaken to revise any forward-looking statements, beyond what is required by applicable law or applicable stock exchange regulations if 

and when circumstances arise that will lead to changes after the date when this presentation was made. Arion Bank assumes no responsibility or liability for any reliance on any of the 

information contained herein. It is prohibited to distribute or publish any information in this presentation without Arion Bank’s prior written consent.

- Due to rounding, numbers presented throughout this document may not add up precisely to the totals provided and percentages may not precisely reflect the absolute figures.

- This document should not in any way be regarded or interpreted as investment advice by the Bank

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